PROCACCIANTI HOTEL REIT, INC.
Maximum Offering of $550,000,000 in Shares of Common Stock
Procaccianti Hotel REIT, Inc. is a Maryland corporation formed on August 24, 2016 to acquire and own a diverse portfolio of hospitality properties
consisting primarily of existing 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. We are externally managed by
Procaccianti Hotel Advisors, LLC, which we refer to as our advisor. Our advisor is an affiliate of Procaccianti Companies, Inc., which we refer to as our
sponsor or Procaccianti Companies. We qualify and elected to be taxed as a real estate investment trust, or REIT, for federal income tax purposes commencing
with our taxable year ended December 31, 2018.
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: Class K-I common stock, which we refer to as K-I Shares, at an offering price of $7.95 per share (up to
$125,000,000 in shares), Class K common stock, which we refer to as K Shares, at an offering price of $8.56 per share (up to $125,000,000 in shares), and
Class K-T common stock, which we refer to as K-T Shares, at an offering price of $8.56 per share (up to $250,000,000 in shares), which reflect the estimated net
asset value per share of each of the K-I Shares, K Shares, and K-T Shares as of February 28, 2018, and $50,000,000 in shares of our common stock pursuant to
our distribution reinvestment plan, which we refer to as the DRIP, at $8.13 per K-I Share (up to $12,500,000 in shares), $8.13 per K Share (up to $12,500,000 in
shares) and $8.13 per K-T Share (up to $25,000,000 in shares). Our shares of common stock are being offered on a “best efforts” basis through S2K Financial
LLC, our dealer manager. “Best efforts” means that our dealer manager is not obligated to purchase any specific number or dollar amount of shares. We reserve
the right to reallocate the amount of K-I Shares, K Shares and K-T Shares being offered among the K-I Shares, K Shares and K-T Shares registered, and
between the primary offering and the DRIP. K-I Shares, K Shares and K-T Shares will rank pari passu to each other and will rank senior to the A Shares and B
Shares (each as defined below and not offered in this offering), with respect to distribution rights and rights on our liquidation, winding-up, and dissolution.
Please see the section captioned “Description of Capital Stock” for more information regarding the different rights of stockholders.
On April 7, 2020, in response to the global pandemic of the novel coronavirus (COVID-19), our board of directors approved the temporary suspension of
the sale of shares in our offering, effective April 7, 2020, and of our DRIP, effective April 17, 2020. On June 10, 2020, our board of directors unanimously
approved the resumption of the acceptance of subscriptions, the resumption of the operation of the DRIP, which became effective with the next authorized
payment of distributions, and determined to fully reopen the share repurchase program to all repurchase requests commencing with the next quarter repurchase
date, which was in July 2020.
On September 30, 2016, we commenced a private offering, which we refer to as the private offering, of K Shares and units, which are comprised of four K
Shares and one A Share, or Units, 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. At the termination of our private offering, we had sold approximately $15,582,755 in
K Shares and A Shares. We terminated the private offering prior to commencing this offering. Due to the proceeds raised in our private offering and our
existing operations, there is no minimum number of shares we must sell before accepting subscriptions in this offering.
Our advisor and its affiliates have agreed to purchase Class A common stock (separate from the purchase of Units), which we refer to as A Shares, at
$10.00 per A Share in a private placement pursuant to Section 4(a)(2) of the Securities Act, for which no selling commissions, dealer manager fees or other
organization and offering expenses are payable, in order to provide us with funds sufficient to pay the selling commissions, dealer manager fees, stockholder
servicing fees, the difference between $10.00 per share and the $7.95 per share purchase price of K-I Shares purchased in our primary offering, the difference
between any discounted purchase price and the offering price of K-I Shares, K Shares and K-T Shares (excluding volume discount purchases), and other
organization and offering expenses related to the K-I Shares, K Shares and K-T Shares in this offering.
We are an “emerging growth company” under the federal securities laws and will be subject to reduced public company reporting requirements. Investing in our
common stock involves a high degree of risk. You should only purchase these securities if you can afford a substantial loss of your investment. See the section
entitled “Risk Factors” beginning on page 61 of this prospectus for a discussion of the risks which should be considered in connection with your investment in our
common stock, including:
•

•
•
•
•

•

•

•
•

•

•

This is an offering of a recently formed entity with limited operating history, and an investment in our shares is speculative. You should consider this
prospectus in light of the risks, uncertainties and difficulties frequently encountered by companies that are, like us, in their early stages of
development.
The outbreak of the novel coronavirus (COVID-19) has significantly impacted our occupancy rates and RevPar, and could result in a sustained,
significant drop in demand for our hotels and could have a material adverse effect on us.
No public market currently exists for our securities, and we have no current plans to list our securities on a national securities exchange. If you are
able to sell your shares, you would likely have to sell them at a discount from the price at which you purchased them from us.
You should consider your investment in our shares a long-term investment. If we do not successfully implement a liquidity event, you may suffer
losses on your investment, or your shares may continue to have limited liquidity. We are not required to provide for a liquidity event.
Our advisor, Procaccianti Hotel Advisors, LLC, and its affiliates will face conflicts of interest, including significant conflicts created by our advisor’s
and its affiliates’ compensation arrangements with us, including compensation which may be required to be paid to our advisor if our advisor is
terminated.
Conflicts of interest may also arise in connection with other investment vehicles sponsored by our sponsor, Procaccianti Companies, or its affiliates,
which could result in decisions that are not in the best interests of our stockholders, including decisions relating to the allocation of investment
opportunities among us and such other investment vehicles.
We do not have any employees and will rely entirely upon our advisor to manage our business and our property manager or third parties to manage
hotels we acquire. The key personnel of our advisor and property manager will face conflicts of interest regarding the amount of time they allocate
between our business and other businesses for which they perform services.
In order to qualify as a REIT, we cannot directly operate our hotel properties, and our returns will depend on the management of our hotel
properties by our property manager, which is also an affiliate of Procaccianti Companies.
Our property management agreements will require our taxable REIT subsidiaries, or TRSs, which are fully taxable corporations in which we hold
interests, to bear the operating risks of our hotel properties. Any increases in operating expenses or decreases in revenues may have a significant
adverse impact on our TRSs and thus our earnings and cash flow.
We will depend on our advisor and its affiliates to conduct our operations, and we will depend on our dealer manager and its affiliates to conduct
this offering and certain administrative functions for us; thus, adverse changes in their financial health or our relationship with them could cause our
operations to suffer.
Our charter does not restrict us from paying distributions from any particular source, which means that we could use an unlimited amount of
offering proceeds and borrowings, as well as proceeds from the sale of assets and the waiver or deferral of fees otherwise owed to our advisor, to pay

distributions. Any of these distributions may reduce the amount of capital we ultimately invest in properties and other permitted investments, and
negatively impact the value of your investment, especially if a substantial portion of our distributions is paid from offering proceeds. 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 net proceeds from this or other securities offerings, but which may include the sale of one or
more assets). Therefore, we do not expect to use return of capital sources to pay distributions. 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.
•

We will pay substantial fees and expenses to our advisor, our property manager, our dealer manager, and their affiliates; these payments increase the
risk that you will not earn a profit on your investment.

•

This is a “blind pool” offering because we have not yet identified all of the properties we may acquire with the offering proceeds and have a limited
prior operating history. You will not have the opportunity to evaluate the merits or risks of such investments before you purchase our securities. We
may change our investment objectives and strategies without stockholder consent.

•

This is the first public offering sold by the dealer manager. Our ability to raise money and achieve our investment objectives depends on the ability
of the dealer manager to successfully market our offering.

•

We may incur substantial debt, which could hinder our ability to pay distributions to our stockholders or could decrease the value of your
investment if income from, or the value of, the property securing the debt falls.

•

Our failure to qualify as a REIT for federal income tax purposes could materially decrease cash available for distributions and limit our ability to
make distributions to our stockholders.

Neither the Securities and Exchange Commission, the Attorney General of the State of New York nor any other state securities regulator has approved or
disapproved of these securities or determined if this prospectus is truthful or complete, or determined whether the offering can be sold to any or all purchasers in
compliance with existing or future suitability or conduct standards including Regulation Best Interest. Any representation to the contrary is a criminal offense. The
use of forecasts in this offering is prohibited. Any oral or written predictions about the amount or certainty of any cash benefits or tax consequences that may result
from an investment in our common stock is prohibited. No one is authorized to make any statements about this offering different from those that appear in this
prospectus.
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(1)

Assumes we sell $500,000,000 in shares in our primary offering and $50,000,000 in shares in our DRIP pursuant to the allocations among the share
classes set forth in footnote (6) below. We reserve the right to reallocate the amount of K-I Shares, K Shares and K-T Shares being offered among the
K-I Shares, K Shares and K-T Shares registered, and between the primary offering and the DRIP.

(2)

No selling commissions or dealer manager fees will be paid on shares of any class sold under the DRIP.

(3)

Our advisor and its affiliates have agreed to purchase A Shares at $10.00 per A Share in a private placement pursuant to Section 4(a)(2) of the Securities
Act, for which no selling commissions, dealer manager fees or other organization and offering expenses are payable, in order to provide us with funds
sufficient to pay the selling commissions, dealer manager fees, stockholder servicing fees, the difference between the applicable NAV per K Share and
applicable offering price per K-I Share in our primary offering, the difference between any discounted purchase price and the offering price of K-I Shares,
K Shares and K-T Shares (excluding volume discount purchases), and other organization and offering expenses related to the K-I Shares, K Shares and
K-T Shares in this offering. Therefore, proceeds from the sale of K-I Shares, K Shares and K-T Shares will not be used to pay organization and offering
expenses in connection with K-I Shares, K Shares and K-T Shares, and the proceeds before expenses to us for K-I Shares, K Shares and K-T Shares will
be $7.95 per K-I Share (not taking into account proceeds allocated from A Shares), $8.56 per K Share and $8.56 per K-T Share. See the “Plan of
Distribution” section of this prospectus.

(4)

As provided in footnote (3) above, we will allocate proceeds from the sale of A Shares to our advisor and its affiliates in a private placement in amounts
that represent the difference between the applicable estimated NAV per K-I Share and the offering price of K-I Shares sold in our primary offering to
ensure that we receive the applicable estimated NAV per K-I Share, in proceeds before expenses in connection with each K-I Share.

(5)

The table excludes the stockholder servicing fee for K-T Shares sold in our primary offering, which will be paid over time from proceeds of A Shares sold
to our advisor and its affiliates in a private placement and other sources. With respect to each K-T Share sold in our primary offering, we will pay our
dealer manager a stockholder servicing fee that accrues daily equal to 1.0%, annualized, of the amount of the estimated NAV per K-T Share sold in our
primary offering. The aggregate selling commissions, dealer manager fees and stockholder servicing fees payable with respect to all classes will not exceed
the 10% limitation on underwriting compensation imposed by FINRA.

(6)

Assumes an allocation of the shares in our primary offering as follows: 25.00% of K-I Shares, 25.00% of K Shares, and 50.00% of K-T Shares. The
proceeds before expenses amount of $500,000,000 for the maximum primary offering and $550,000,000 for the total maximum offering (primary and
DRIP) accounts for the allocation of the proceeds of the sale of A Shares to our advisor and its affiliates in a private placement towards (i) selling
commissions, dealer manager fees, stockholder servicing fees and other organization and offering expenses in our primary offering, (ii) the difference
between the applicable estimated NAV per K-I Share and the applicable offering price of K-I Shares sold in our primary offering and (iii) any discount to
the offering price of K-I Shares, K Shares and K-T Shares arising from reduced or waived selling commissions (other than reduced selling commissions
for volume discounts) or dealer manager fees.
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INVESTOR SUITABILITY STANDARDS
An investment in our common stock involves significant risk and is suitable only for persons who have
adequate financial means, desire a relatively long-term investment, and will not need immediate liquidity
from their investment. Persons who meet the applicable minimum suitability standards, who seek to
diversify their personal portfolios with a finite-life, real estate-based investment, which we believe includes
among its benefits a hedge against inflation and the volatility of the stock market; seek to receive current
income; seek to preserve capital; and wish to obtain the benefits of potential long-term capital appreciation;
and who are able to hold their investment for a time period consistent with our liquidity plans, are most
likely to benefit from an investment in us. On the other hand, we caution persons who require immediate
liquidity or guaranteed income, or who seek a short-term investment, not to consider an investment in our
securities to meet these needs. Notwithstanding these investor suitability standards, potential investors
should note that investing in our common stock involves a high degree of risk and should consider all the
information contained in this prospectus, including the “Risk Factors” section beginning on page 61, in
determining whether an investment in our common stock is appropriate.
In order to purchase shares in this offering, you must:
•

meet the applicable financial suitability standards as described below; and

•

purchase at least the minimum number of shares as described below.

The minimum purchase amount is $4,000. After you have purchased the minimum purchase amount,
any additional purchase must be in increments of $100 or made pursuant to our DRIP, which may be in
lesser amounts. You may not transfer fewer shares than the minimum purchase requirement. In addition,
you may not transfer, fractionalize or subdivide your shares so as to retain less than the number of shares
required for the minimum purchase. In order to satisfy the minimum purchase requirements for individual
retirement accounts, or IRAs, unless otherwise prohibited by state law, a husband and wife may jointly
contribute funds from their separate IRAs, provided that each such contribution is made in increments of
$100. You should note that an investment in shares of our common stock will not, in itself, create a
retirement plan and that, in order to create a retirement plan, you must comply with all applicable
provisions of the Internal Revenue Code of 1986, as amended, or the Internal Revenue Code.
We have established suitability standards for initial stockholders and subsequent purchasers of shares
from our stockholders. These suitability standards require that a purchaser of shares satisfy the
requirements set forth below. Certain states have established suitability requirements that are more stringent
than the standards that we have established. Shares of our common stock will be sold to investors in these
states only if they meet the state-specific suitability standards set forth below. In each case, these suitability
standards exclude from the calculation of net worth the value of the investor’s home, home furnishings and
automobiles. For the purpose of these suitability standards, “liquid net worth” is defined as that portion of
net worth (total assets minus total liabilities) that is comprised of cash, cash equivalents and readily
marketable securities. In addition, commencing June 30, 2020, broker-dealers must comply with
Regulation Best Interest, which, among other requirements, establishes a new standard of conduct for
broker-dealers and natural persons who are associated persons of a broker-dealer when making a
recommendation of any securities transaction or investment strategy involving securities to a retail
customer. When making such a recommendation to a retail customer, they must act in the best interest of
the retail customer at the time the recommendation is made.
General Standards for all Investors. Investors must have either (a) a net worth of at least $250,000 or
(b) an annual gross income of at least $70,000 and a minimum net worth of at least $70,000.
Certain states have established suitability requirements in addition to the ones described above. Shares
will be sold to investors in those states only if they meet the additional suitability standards set forth below:
Alabama. In addition to the general suitability standards above, Alabama investors may not invest
more than 10% of their liquid net worth in us or our affiliates.
California and Tennessee. In addition to the general suitability standards described above, a
California and Tennessee investor’s maximum investment in our common stock cannot exceed 10% of the
California or Tennessee investor’s net worth (exclusive of home, home furnishings and automobiles).
i

Idaho. In addition to the general suitability standards above, Idaho investors must have either (a) a
liquid net worth of at least $85,000 and an annual gross income of not less than $85,000, or (b) a liquid net
worth of at least $300,000. In addition, an Idaho investor’s aggregate investment in us, shares of our
affiliates and in similar direct participation programs may not exceed 10% of his or her liquid net worth.
For these purposes, “liquid net worth” is defined as that portion of net worth consisting of cash, cash
equivalents and readily marketable securities.
Kansas. In addition to the general suitability standards above, the Office of the Kansas Securities
Commissioner recommends that Kansas investors limit their aggregate investment in our common stock
and other non-traded real estate investment trusts to not more than 10% of their liquid net worth. For these
purposes, liquid net worth shall be defined as that portion of total net worth (total assets minus total
liabilities) that is comprised of cash, cash equivalents and readily marketable securities.
Kentucky. In addition to the general suitability standards above, Kentucky investors may not invest
more than 10% of their liquid net worth in us or our affiliates’ non-publicly traded real estate investment
trusts.
Maine. In addition to the general suitability standards above, the Maine Office of Securities
recommends that investors in Maine may not invest, in the aggregate, more than 10% of their liquid net
worth in this and similar direct participation investments. For purposes of this recommendation, “liquid net
worth” is defined as that portion of net worth that consists of cash, cash equivalents and readily marketable
securities.
Massachusetts and Oregon. In addition to the general suitability standards above, Massachusetts and
Oregon investors may not invest more than 10% of their liquid net worth in this and in other illiquid direct
participation programs. Liquid net worth is that portion of an investor’s net worth (assets minus liabilities)
that is comprised of cash, cash equivalents and readily marketable securities.
Missouri. In addition to the general suitability standards described above, a Missouri investor’s
maximum investment in our common stock cannot exceed 10% of the Missouri investor’s liquid net worth
(exclusive of home, home furnishings and automobiles).
Nebraska. Nebraska investors must limit their aggregate investment in this offering and in the
securities of other non-publicly traded REITs to 10% of such investor’s net worth. (Net worth in each case
should be determined exclusive of home, home furnishings, and automobiles.) Investors who are accredited
investors as defined in Regulation D under the Securities Act of 1933, as amended, are not subject to the
foregoing investment concentration limit.
New Jersey. In addition to the general suitability standards above, New Jersey investors must have
either (a) a minimum liquid net worth of at least $100,000 and a minimum annual gross income of not less
than $85,000, or (b) a minimum liquid net worth of $350,000. For these purposes, “liquid net worth” is
defined as that portion of net worth (total assets exclusive of home furnishings, and automobiles, minus
total liability) that consists of cash, cash equivalent and readily marketable securities. In addition, a New
Jersey investor’s investment in us, our affiliates, and other non-publicly traded direct investment programs
(including real estate investment trusts, business development companies, oil and gas programs, equipment
leasing programs and commodity pools, but excluding unregistered, federally and state exempt private
offerings) may not exceed ten percent (10%) of the investor’s net worth.
New Mexico. In addition to the general suitability standards above, New Mexico investors may not
invest in the aggregate more than 10% of their liquid net worth in our shares of common stock, shares of
our affiliates and in other non-traded real estate investment programs. “Liquid net worth” means that
portion of net worth (total assets exclusive of home, home furnishings, and automobiles minus total
liabilities) that is comprised of cash, cash equivalents, and readily marketable securities.
North Dakota. In addition to the net income and net worth standards stated above, North Dakota
investors must represent that they have a net worth of at least ten times their investment in us.
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Ohio. In addition to the general suitability standards above, Ohio investors may not invest in the
aggregate more than 10% of their liquid net worth in Procaccianti Hotel REIT, Inc., affiliates of
Procaccianti Hotel REIT, Inc. and in other non-traded real estate investment trusts. “Liquid net worth”
means that portion of net worth (total assets exclusive of primary residence, home furnishings, and
automobiles, minus total liabilities) that is comprised of cash, cash equivalents, and readily marketable
securities.
Pennsylvania. Pennsylvania investors may not invest more than 10% of their net worth (exclusive of
home, furnishings and automobile) in us.
Puerto Rico. In addition to the general suitability standards listed above, an investor may not invest,
and we may not accept from an investor, more than ten percent (10%) of that investor’s liquid net worth in
shares of us, our affiliates, and in other non-traded real estate investment trusts. Liquid net worth is defined
as that portion of net worth (total assets exclusive of primary residence, home furnishings, and automobiles
minus total liabilities) consisting of cash, cash equivalents, and readily marketable securities.
Vermont. In addition to the general suitability standards described above, a non-accredited Vermont
investor may not purchase an amount in this offering that exceeds 10% of the investor’s liquid net worth.
For these purposes, “liquid net worth” is defined as an investor’s total assets (not including home, home
furnishings, or automobiles) minus total liabilities. Accredited investors in Vermont, as defined in 17 C.F.R.
§ 230.501, are not subject to this limitation.
In the case of sales to fiduciary accounts (such as an IRA, Keogh Plan or pension or profit-sharing
plan), these minimum suitability standards must be satisfied by the beneficiary, the fiduciary account, or by
the donor or grantor who directly or indirectly supplies the funds to purchase our securities if the donor or
the grantor is the fiduciary. Prospective investors with investment discretion over the assets of an IRA,
employee benefit plan or other retirement plan or arrangement that is covered by the Employee Retirement
Income Security Act of 1974, as amended, or ERISA, or Section 4975 of the Internal Revenue Code should
carefully review the information in the section of this prospectus entitled “ERISA Considerations.” Any
such prospective investors are required to consult their own legal and tax advisors on these matters.
In the case of gifts to minors, the minimum suitability standards must be met by the custodian of the
account or by the donor.
In order to ensure adherence to the suitability standards described above, requisite criteria must be
met, as set forth in the subscription agreement in the form attached hereto as Appendix C.
Our sponsor and each person selling shares on our behalf, including participating broker-dealers and
registered investment advisors recommending the purchase of shares in this offering, are responsible for
determining if investors meet the minimum suitability standards for investing in our common stock. In
making this determination, our sponsor and dealer manager will reasonably rely on the participating
broker-dealers and information provided by investors. In addition to the minimum suitability standards
described above, our sponsor or dealer manager and any participating broker-dealers, as our agents are
required to make every reasonable effort to determine that the purchase of shares is a suitable and
appropriate investment for each investor.
In making this determination, our sponsor, our dealer manager and any participating broker-dealers, as
our agents, will, based on a review of the information provided by you, including your age, investment
objectives, income, net worth, financial situation and other investments held by you, consider whether you:
•

meet the minimum income and net worth standards established in your state;

•

can reasonably benefit from an investment in our common stock based on your overall investment
objectives and portfolio structure;

•

are able to bear the economic risk of the investment based on your overall financial situation; and

•

have an apparent understanding of:
•

the fundamental risks of an investment in our common stock;

•

the risk that you may lose your entire investment;
iii

•

the lack of liquidity of our common stock;

•

the restrictions on transferability of our common stock;

•

the background and qualifications of our advisor; and

•

the tax, including ERISA, consequences of an investment in our common stock.

Such persons must maintain records for at least six years of the information used to determine that an
investment in the shares is suitable and appropriate for each investor.
On June 5, 2019, the SEC adopted Regulation Best Interest, which establishes a new standard of
conduct for broker-dealers and natural persons who are associated persons of a broker-dealer under the
Exchange Act of 1934, as amended, that may be interpreted as a higher standard than suitability.
Broker-dealers must comply with Regulation Best Interest commencing June 30, 2020. Regulation Best
Interest includes the general obligation that broker-dealers shall act in the “best interest” of retail customers
in making any recommendation of any securities transaction or investment strategy, without putting the
financial or other interests of the broker-dealer ahead of the retail customer. The general obligation can be
satisfied by the broker-dealer’s compliance with four specified component obligations: (i) provide certain
required disclosure before or at the time of the recommendation, about the recommendation and the
relationship between the broker-dealer and the retail customer; (ii) exercise reasonable diligence, care, and
skill in making the recommendation; (iii) establish, maintain, and enforce written policies and procedures
reasonably designed to address conflicts of interest; and (iv) establish, maintain, and enforce written
policies and procedures reasonably designed to achieve compliance with Regulation Best Interest. Like
existing suitability obligations, the component obligations of Regulation Best Interest contain a
quantitative standard. Such quantitative standard may be more restrictive pursuant to Regulation Best
Interest than under the suitability standard. In addition, broker-dealers are required to provide retail
investors a brief relationship summary, or Form CRS, that summarizes for the investor key information
about the broker-dealer. Form CRS is different from this prospectus, which contains information regarding
this offering and our company. The impact of Regulation Best Interest on broker-dealers participating in
our offering cannot be determined at this time as no administrative or case law exists under Regulation Best
Interest and the full scope of its applicability is uncertain.
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HOW TO SUBSCRIBE
Investors who meet the suitability standards described herein may purchase shares of our common
stock. See the page following the cover page for the suitability standards. Investors who want to purchase
shares of our common stock should proceed as follows:
•

Read the entire final prospectus and the current supplement(s), if any, accompanying the final
prospectus.

•

Complete the execution copy of the subscription agreement. A specimen copy of the subscription
agreement, including instructions for completing it, is included as Appendix C. Subscription
agreements may be executed manually or by electronic signature except where the use of such
electronic signature has not been approved. Should you execute the subscription agreement
electronically, your electronic signature, whether digital or encrypted, included in the subscription
agreement is intended to authenticate the subscription agreement and to have the same force and
effect as a manual signature. Electronic signature means any electronic sound, symbol, or process
attached to or logically associated with a record and executed and adopted by you with your intent
to sign such record.

•

Unless you complete the subscription agreement electronically, deliver a check for the full
purchase price of the shares being subscribed for, payable to “Procaccianti Hotel REIT, Inc.”
along with the completed subscription agreement to your registered selling representative or
registered investment advisor. The name of the participating broker-dealer appears on the
subscription agreement. Certain participating broker-dealers that have “net capital” (as defined in
the applicable federal securities regulations) of $250,000 or more may instruct their customers to
make their checks payable directly to the dealer. In such case, the participating dealer will issue a
check payable to us of the purchase price of your subscription.

•

By executing the subscription agreement and paying the full purchase price for the shares
subscribed for, each investor attests that he or she meets the minimum income and net worth
standards as stated in the subscription agreement.

A sale of the shares may not be completed until at least five business days after the subscriber receives
our final prospectus as filed with the SEC pursuant to Rule 424(b) of the Securities Act. Within ten
business days of our receipt of each completed subscription agreement, we will accept or reject the
subscription. If we accept the subscription, we will mail a confirmation within three days. If for any reason
we reject the subscription, we will promptly return the check and the subscription agreement, without
interest or deduction for any expense, within ten business days after rejecting it.
An approved trustee must process and forward to us subscriptions made through individual retirement
accounts, Keogh plans and 401(k) plans. In the case of individual retirement accounts, Keogh plans and
401(k) plan stockholders, we will send the confirmation or, upon rejection, a refund check to the trustee.
You have the option of placing a transfer on death, or TOD, designation on your shares purchased in
this offering. A TOD designation transfers the ownership of the shares to your designated beneficiary upon
your death. This designation may only be made by individuals, not entities, who are the sole or joint owners
with right to survivorship of the shares. If you would like to place a TOD designation on your shares, you
must check the TOD box on the subscription agreement and you must complete and return the TOD form
which is available upon request in order to effect the designation.
You may elect to have any registered investment advisory fees deducted from your account with us and
paid directly to your registered investment advisor by completing and signing a letter of direction. The
letter of direction will authorize us to deduct a specified dollar amount or percentage of distributions paid
by us as business management and advisory fees payable to your registered investment advisor on a periodic
basis. The letter of direction will be irrevocable and we will continue to pay business management fees
payable from your account until such time as you provide us with a notice of revocation of your election to
terminate deductions from your account for the purposes of such business management fees.
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RESTRICTIONS IMPOSED BY THE USA PATRIOT ACT AND RELATED ACTS
In accordance with the Uniting and Strengthening America by Providing Appropriate Tools Required
to Intercept and Obstruct Terrorism Act of 2001 (the “USA PATRIOT Act”) and related acts, the securities
offered hereby may not be offered, sold, transferred or delivered, directly or indirectly, to any “unacceptable
investor,” which means anyone who is acting, directly or indirectly, (a) in contravention of any U.S. or
international laws and regulations, including without limitation any anti-money laundering or anti-terrorist
financing sanction, regulation, or law promulgated by the Office of Foreign Assets Control of the United
States Department of the Treasury (“OFAC”) or any other U.S. governmental entity (such sanctions,
regulations and laws, together with any supplement or amendment thereto, are referred to herein as the U.S.
Sanctions Laws), such that the offer, sale, transfer, or delivery of the shares, directly or indirectly, would
contravene such U.S. Sanctions Laws; or (b) on behalf of terrorists or terrorist organizations, including
those persons or entities that are included on the List of Specially Designated Nationals and Blocked
Persons maintained by OFAC, as such list may be amended from time to time, or any other lists of similar
import as to any non-U.S. country, individual, or entity.
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CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS
This prospectus includes forward-looking statements that reflect our expectations and projections
about our future results, performance, prospects and opportunities. We have attempted to identify these
forward-looking statements by using words such as “may,” “will,” “expects,” “anticipates,” “believes,”
“intends,” “should,” “estimates,” “could,” “would” or similar expressions. These forward-looking statements
are based on information currently available to us and are subject to a number of known and unknown
risks, uncertainties and other factors that may cause our actual results, performance or achievements to be
materially different from any future results, performance or achievements expressed or implied by these
forward-looking statements. These factors include, among other things, those discussed under the heading
“Risk Factors.” We do not undertake publicly to update or revise any forward-looking statements, whether
as a result of new information, future events or otherwise, except as may be required to satisfy our
obligations under federal securities law.
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IMPORTANT INFORMATION ABOUT THIS PROSPECTUS
Please carefully read the information in this prospectus and any accompanying prospectus
supplements, which we refer to collectively as the prospectus. We have not authorized anyone to provide you
with different information. We take no responsibility for, and can provide no assurances as to the reliability
of, any other information that others may give you. This prospectus may only be used where it is legal to sell
these securities. You should not assume that the information contained in this prospectus is accurate as of
any date later than the date hereof or such other dates as are stated herein or as of the respective dates of
any documents or other information incorporated herein by reference.
This prospectus is part of a registration statement that we filed with the Securities and Exchange
Commission, or the SEC, using a continuous offering process. Periodically, as we make material investments
or have other material developments, we will provide a prospectus supplement that may add, update or
change information contained in this prospectus. Any statement that we make in this prospectus will be
modified or superseded by any inconsistent statement made by us in a subsequent prospectus supplement.
The registration statement we filed with the SEC includes exhibits that provide more detailed descriptions
of the matters discussed in this prospectus. You should read this prospectus and the related exhibits filed
with the SEC and any prospectus supplement, together with additional information described herein under
“Where You Can Find Additional Information.”
The registration statement containing this prospectus, including exhibits to the registration statement,
provides additional information about us and the securities offered under this prospectus. The registration
statement can be read at the SEC’s website, www.sec.gov, or at the SEC public reference room mentioned
under the heading “Where You Can Find Additional Information.”
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INDUSTRY AND MARKET DATA
Certain market and industry data used in this prospectus has been obtained from independent industry
sources and publications, including STR, Inc., or STR, CBRE Hotels | Americas Research (formerly PKF
Consulting USA), or CBRE Hotels, and other third party sources, as well as from research reports prepared
for other purposes.
Any forecasts prepared by such sources are based on data (including third party data), models, and
experience of various professionals, and are based on various assumptions, all of which are subject to
change without notice. Forecasts and other forward-looking information obtained from these sources are
subject to the same qualifications and additional uncertainties as other forward-looking statements included
in this prospectus.
The information provided by these industry sources should not be construed to sponsor, endorse, offer,
or promote an investment in any of our securities offered hereby; to be a representation or warranty
regarding any information contained in this prospectus; or to constitute advice regarding the advisability of
an investment in our securities or regarding the legality of an investment in any such securities under
applicable laws.
This prospectus contains references to registered trademarks that are the exclusive property of their
respective owners, which are companies other than us, including: Marriott International, Inc., or Marriott,
Hilton Worldwide, Inc., or Hilton, Intercontinental Hotels Group, or IHG, Hyatt Corporation, or Hyatt,
Starwood Hotels and Resorts Worldwide, Inc., or Starwood, Wyndham Hotel Group, LLC, or Wyndham,
and Choice Hotels International, Inc., or Choice. None of the owners of these trademarks, their parents,
subsidiaries, or affiliates or any of their respective owners, directors, members, managers, stockholders,
agents, or employees, which we refer to collectively as the “trademark owners,” is an issuer or underwriter of
the securities being offered hereby, plays (or will play) any role in the offer or sale of our common stock, or
has any responsibility for the creation or contents of this prospectus. None of the trademark owners has
expressed any approval or disapproval regarding this prospectus, this offering, or the securities offered
hereby, and you should not consider any future grant by the trademark owners of any franchise or other
rights to us or our subsidiaries or affiliates to be an expression of approval or disapproval of this offering.
In addition, none of the trademark owners has or will have any liability or responsibility whatsoever arising
out of or related to the sale or offer of the securities being offered hereby, including any liability or
responsibility for any financial statements, projections or other financial information or other information
contained in this prospectus (including any supplements) or otherwise disseminated in connection with the
offer or sale of the securities offered by this prospectus.
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QUESTIONS AND ANSWERS ABOUT THIS OFFERING
Below we have provided some of the more frequently asked questions and answers relating to an
offering of this type. See the section entitled “Prospectus Summary” and the remainder of this prospectus
for more detailed information about this offering.
What is a REIT?
In general, a REIT is a company that:
•

combines the capital of many investors to acquire or provide financing for real estate properties;

•

allows individual investors to invest in a large-scale diversified real estate portfolio through the
purchase of interests, typically shares, in the REIT;

•

is required to pay distributions to investors of at least 90% of its annual REIT taxable income
(computed without regard to the dividends-paid deduction and excluding net capital gain); and

•

is able to qualify as a REIT for federal income tax purposes and therefore avoids the “double
taxation” treatment of income that would normally result from investments in a corporation,
because a REIT does not generally pay federal corporate income taxes on the portion of its net
income distributed to its stockholders, provided certain income tax requirements are satisfied.

We qualify and have elected to be taxed as a REIT commencing with the taxable year ended
December 31, 2018.
What is Procaccianti Hotel REIT, Inc.?
Procaccianti Hotel REIT, Inc. is a recently organized Maryland corporation incorporated on
August 24, 2016, that intends to qualify and will elect to be taxed as a real estate investment trust, which we
refer to as a REIT, commencing with the taxable year ended December 31, 2018. We intend to use
substantially all of the proceeds from the sale of K-I Shares, K Shares and K-T Shares in this offering to
directly or indirectly acquire and own a diversified portfolio of hospitality properties consisting primarily of
existing extended-stay, select-service and compact full-service hotel properties that are classified in the
“upper midscale,” “upscale,” and “upper upscale” chain scales of the hospitality industry, as defined by
STR, and that are operated under widely recognized brands licensed from hotel franchisors, such as
Marriott, Hilton, Hyatt, Starwood and IHG. Chain scale segments are a method by which STR groups
branded hotels based on actual average room rates. STR classifies hotel chain scale segments as follows,
from highest priced to lowest priced: (1) Luxury; (2) Upper Upscale; (3) Upscale; (4) Upper Midscale;
(5) Midscale; and (6) Economy. Independent hotels, regardless of average room rates, are included in STR’s
statistical data as a separate chain scale category. We expect that our hotel properties will be located in areas
that we believe exhibit strong economic features, based on factors such as employment and income levels,
corporate earnings, office vacancy rates, airport and other business and leisure travel, new hotel property
construction, hotel renovations, and pricing strategies of competitors.
Our advisor will seek to acquire hotel properties that have the potential to appreciate as a result of the
reduction in asset values due to the coronavirus (COVID-19) pandemic and the effect it has had on
domestic and foreign travel. We will seek hotels that can be acquired at a discount to pre-pandemic values
and can benefit from physical upgrades or that only need limited investment in capital improvements. We
will also look for opportunities to make revenue enhancements, operational improvements, and correction
of expense inefficiencies. Our advisor plans to target markets that have a stable or growing and reliable
demand base, as well as barriers to entry or limited present and future new supply growth.
What do you mean by “value-add” opportunities?
For the hotel properties we acquire, we intend to execute a value-add strategy, whereby we acquire
assets underperforming their full potential in high-demand markets, remedy operational or managerial
inefficiencies, implement sophisticated revenue optimization strategies, invest additional capital to improve
the competitiveness of the assets, and increase occupancies, average daily rates, and the property value. We
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expect our modest value-add capital expenditures to consist, on average, of investments of $7,500 to
$20,000 per room in the first 24 months of ownership, in an effort to enhance the asset, improve market
penetration and improve guest satisfaction which should lead to an increase in the value of the property.
A portion of our overall portfolio may include properties that offer value enhancement opportunities
through investment in property upgrades, revenue enhancements, operational improvements, and correction
of expense inefficiencies. We may choose to acquire underperforming or distressed hotels at below
replacement cost and at a discount to pre-pandemic value, that lack cash flow and hold them while the
economy recovers, to sell them at a higher price in the future. We may seek to acquire such assets directly or
through joint ventures. Additionally, we may seek to acquire performing or non-performing real-estate
related loans or preferred equity securities of other real estate companies, all of which we collectively refer
to herein as “real estate-related assets,” in each case with the intent of acquiring the underlying real estate,
provided that the underlying real estate generally meets our criteria for direct investment. We may also
acquire any other investment that, in the opinion of our board of directors, meets our investment
objectives, is consistent with our intent to operate as a REIT, and is in our stockholders ‘best interests.’
Are there any risks involved in an investment in your shares?
An investment in our shares involves significant risks. You should read carefully the “Risk Factors”
section of this prospectus, beginning on page 61. That section contains a detailed discussion of material
risks that you should consider before you invest in the securities we are selling in this offering. Some of the
more significant risks relating to an investment in our securities include:
•

This is an offering by a recently formed entity with limited operating history, and an investment in
our shares is speculative. You should consider this prospectus in light of the risks, uncertainties
and difficulties frequently encountered by companies that are, like us, in their early stages of
development.

•

The outbreak of the novel coronavirus (COVID-19) has significantly impacted our occupancy
rates and RevPar, and could result in a sustained, significant drop in demand for our hotels and
could have a material adverse effect on us.

•

No public market currently exists for our securities, and we have no current plans to list our
securities on a national securities exchange. If you are able to sell your shares, you would likely
have to sell them at a discount from the price at which you purchased them from us.

•

You should consider your investment in our shares a long-term investment. If we do not
successfully implement a liquidity event, you may suffer losses on your investment, or your shares
may continue to have limited liquidity. We are not required to provide for a liquidity event.

•

Our advisor, Procaccianti Hotel Advisors, LLC, and its affiliates will face conflicts of interest,
including significant conflicts created by our advisor’s and its affiliates’ compensation
arrangements with us, including compensation which may be required to be paid to our advisor if
our advisor is terminated.

•

Conflicts of interest may also arise in connection with other investment vehicles sponsored by our
sponsor, Procaccianti Companies, or its affiliates, which could result in decisions that are not in
the best interests of our stockholders, including decisions relating to the allocation of investment
opportunities among us and such other investment vehicles.

•

We do not have any employees and will rely entirely upon our advisor to manage our business and
our property manager or third parties to manage hotels we acquire. The key personnel of our
advisor and property manager will face conflicts of interest regarding the amount of time they
allocate between our business and other businesses for which they perform services.

•

In order to qualify as a REIT, we cannot directly operate our hotel properties, and our returns will
depend on the management of our hotel properties by our property manager, which is also an
affiliate of Procaccianti Companies.
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•

Our property management agreements will require our TRSs to bear the operating risks of our
hotel properties. Any increases in operating expenses or decreases in revenues may have a
significant adverse impact on our earnings and cash flow.

•

We will depend on our advisor and its affiliates to conduct our operations, and we will depend on
our dealer manager and its affiliates to conduct this offering and certain administrative functions
for us; thus, adverse changes in their financial health or our relationship with them could cause
our operations to suffer.

•

Our charter does not restrict us from paying distributions from any particular source, which
means that we could use an unlimited amount of offering proceeds and borrowings, as well as
proceeds from the sale of assets and the waiver or deferral of fees otherwise owed to our advisor,
to pay distributions. Any of these distributions may reduce the amount of capital we ultimately
invest in properties and other permitted investments, and negatively impact the value of your
investment, especially if a substantial portion of our distributions is paid from offering proceeds.
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 net proceeds from this 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.

•

If we were to become internally managed, we would pay substantial fees to our advisor prior to
holders of K Shares, K-I Shares and K-T Shares receiving their agreed-upon investment returns.
In addition, we will pay substantial fees and expenses to our property manager and their affiliates,
and will reimburse our advisor and its affiliates for expenses, which payments increase the risk that
you will not earn a profit on your investment.

•

This is a “blind pool” offering because we have not yet identified all of the properties we may
acquire with the offering proceeds and have a limited prior operating history. You will not have the
opportunity to evaluate the merits or risks of such investments before you purchase our securities.
We may change our investment objectives and strategies without stockholder consent.

•

We may incur substantial debt, which could hinder our ability to pay distributions to our
stockholders or could decrease the value of your investment if income from, or the value of, the
property securing the debt falls.

•

This is the first public offering sold by the dealer manager. Our ability to raise money and achieve
our investment objectives depends on the ability of the dealer manager to successfully market our
offering.

•

Our failure to qualify as a REIT for federal income tax purposes could materially decrease cash
available for distributions and limit our ability to make distributions to our stockholders.

•

We may acquire hotels that we believe have value upside, but have little or no initial cash flow due
to COVID-19 impacts. The lack of cash flow could hinder our ability to pay debt service and/or
distributions to our stockholders.

Who are your sponsor and advisor?
Our sponsor is Procaccianti Companies, Inc., doing business as Procaccianti Companies, which we
refer to as “our sponsor” or “Procaccianti Companies.” Our advisor is Procaccianti Hotel Advisors, LLC,
which we refer to as “our advisor.” Our advisor is an affiliate of and under common control with
Procaccianti Companies.
What is Procaccianti Companies?
Procaccianti Companies is a large, privately held real estate firm located in the United States.
Procaccianti Companies is a second-generation real estate investment and management company that has
built a broad national platform that encompasses all sectors of real estate since its predecessor’s formation
in 1958. The company is a vertically integrated, diverse organization with multiple wholly owned,
performance-driven operating companies delivering meaningful solutions to the unique demands of a
complex industry.
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Historically, Procaccianti Companies and its predecessor have acquired interests in all types of real
estate (in nearly 1,000 debt or equity transactions) with a concentration on quality hospitality sector
investments that present attractive yields, or would benefit significantly from its fully integrated platform of
operating companies. Over its history, Procaccianti Companies, its predecessor and affiliates have owned or
operated over 100 hotels across the United States.
Procaccianti Companies believes that it has delivered above-market risk adjusted returns by leveraging
its platform to implement sophisticated value creation strategies, including: operational and management
improvements, addressing deferred maintenance through capital infusions/renovations, implementation of
cost controls and expense reductions, brand positioning, or leverage upward-trending economic or
market-specific recovery conditions. Procaccianti Companies has proven successful throughout
multiple cycles by concentrating investment in primary and tertiary markets with high barriers to entry,
predictable inventory and supply growth, and stabilized or growing demand generators.
We believe that Procaccianti Companies has proven the ability to maximize operating efficiencies of
under-performing and non-performing retail, industrial, multi-family and office assets, as well as hotels,
condominium projects, single family homes, restaurants, retail outlets, parking facilities, mixed-use
developments, and convention centers. Procaccianti Companies’ fully integrated approach drives yields
through aggressive operations, asset management, financial management, product positioning, and sales
and revenue management.
For more than 50 years, Procaccianti Companies and its predecessor have owned, developed, or
managed hundreds of assets coast to coast.
What are the responsibilities of and the experience of your advisor?
Our advisor is responsible for sourcing potential investments, conducting research and diligence on
prospective investments, analyzing investment opportunities, structuring our investments and monitoring
our investments on an ongoing basis. Our advisor was organized on June 30, 2016, and is an affiliate of
Procaccianti Companies. Our advisor’s senior management team has experience across private lending,
private equity, and real estate investing. Collectively, our advisor’s affiliates manage approximately $2 billion
dollars in assets as of the date of this prospectus. See “Management — Advisory Agreement” and
“Management Compensation” for a discussion of the fees that we will pay to our advisor.
Through a facilities, personnel, equipment, and cost sharing agreement between our advisor and our
sponsor (which we refer to as the cost sharing agreement), our advisor may utilize employees from affiliated
entities, including Procaccianti Companies and its affiliates and subsidiaries, in connection with various
services it provides to us, such as human resources, accounting, tax, valuation, information technology
services, office space, compliance, and legal. Under the cost sharing agreement, these costs are allocated to
our advisor based on a per-employee charge that is assigned to provide services to it. To the extent an
employee is not fully allocated to our advisor, the charge for services is pro-rated accordingly. Procaccianti
Companies and our advisor or its affiliates pay all of the employees assigned to provide services to our
advisor. See “Risk Factors — We depend upon key personnel of Procaccianti Companies, Inc. (our sponsor),
Procaccianti Hotel Advisors, LLC (our advisor), and TPG Hotels and Resorts, Inc. and its affiliates and/or
designees (our property manager)” and “Conflicts of Interest — Our Advisor” for more information on the
cost sharing agreement between our advisor and our sponsor. See “Management” for more information on
the members of our advisor’s senior management team and their backgrounds.
Our board of directors, including a majority of independent directors, oversees and monitors the
investment performance of our advisor. Our board of directors, including our independent directors, will
from time to time, but at least annually, review the compensation we pay to our advisor to determine
whether such compensation is reasonable in relation to the nature and quality of the services performed,
and that such compensation is within the limits prescribed by our charter. Our advisory agreement is for a
one-year term subject to renewals for an unlimited number of successive one-year periods upon mutual
consent of our advisor and independent directors.
Do you currently own any assets?
This offering is a “blind pool” offering because we have not yet identified all of the properties we may
acquire with the proceeds of K-I Shares, K Shares and K-T Shares from this offering. As a result, you will
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not have the opportunity to evaluate our investments before we acquire them. If we are delayed or unable to
find suitable investments, we may not be able to achieve our investment objectives. As part of our
investment strategy, we will regularly review acquisition opportunities, sign letters of intent, perform due
diligence and bid on certain of such acquisition and financing opportunities. On March 29, 2018, we
entered into a joint venture with Procaccianti Convertible Fund, LLC, an affiliate of our sponsor, and
acquired a 51% interest in two select-service hotels — the Staybridge Suites St. Petersburg Downtown in St.
Petersburg, FL, or the Staybridge Suites property, and Springhill Suites Wilmington Mayfaire in
Wilmington, NC, or the Springhill Suites property. The Springhill Suites property includes 120 rooms,
complimentary hot breakfast, an indoor pool and approximately 1,250 square feet of meeting space. The
Springhill Suites property is located across the street from a lifestyle center, five minutes from a beach, five
miles from the University of North Carolina Wilmington and ten miles from downtown Wilmington. The
Springhill Suites property opened in August 2015 and is the newest hotel in the Wilmington, NC market.
The Staybridge Suites property includes 119 rooms, complimentary hot breakfast, an outdoor pool,
approximately 3,000 square feet of meeting space and is located within walking distance of Tropicana Field,
which is within 1.5 miles of 3 hospitals and downtown St. Petersburg and within 10 miles of beaches. The
Staybridge Suites property opened in February 2014.
On August 15, 2018, we, through a wholly owned subsidiary of our operating partnership, acquired
100% of the fee simple interest in a 107-room, 36,411 square foot select-service hotel property — the Hotel
Indigo hotel located in Traverse City, Michigan, or the Hotel Indigo Traverse City property. The Hotel
Indigo Traverse City Hotel property opened in May 2016 and features approximately 3,000 square feet of
meeting space, 82 underground parking spaces (valet only), a fitness center, business center, restaurant and
lobby bar, and a rooftop bar overlooking the Grand Traverse Bay.
On February 27, 2020 we, through our operating partnership, acquired 100% of the interests in a
137-room select-service Hilton Garden Inn hotel property located in Providence, Rhode Island, or the
Hilton Garden Inn Property, from affiliates of our sponsor. The Hilton Garden Inn Property is located on a
1.23-acre site, and includes 137 rooms, a 79-seat grille and bar, approximately 1,320 square feet of meeting
space, a fitness center, and 115-space garage and surface parking lot. The Hilton Garden Inn Property is
close to many educational institutions in the area, including Brown University, Providence College, Rhode
Island School of Design and Johnson & Wales University, and is also located near the T.F. Green Airport.
We discuss the risks related to the fact that this is a blind pool offering under the “Risk
Factors — Risks Relating to an Investment in Us” section of this prospectus.
How long will this offering last?
On June 10, 2020, the Company’s board of directors authorized the extension of the term of its initial
public offering until August 14, 2021, unless further extended by the board as permitted under applicable
law or earlier terminated by the board. Under rules promulgated by the SEC, in some circumstances in
which we are pursuing the registration of shares of our common stock in a follow-on public offering, we
could continue the primary offering until as late as February 10, 2022. If we decide to continue the primary
offering beyond three years from the effective date of this registration statement, we will provide that
information in a prospectus supplement. In many states, we will need to renew the registration statement or
file a new registration statement to continue this offering beyond one year from the effective date of this
registration statement. We may, in our sole discretion, terminate this 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 this offering. Our charter does not restrict our ability to conduct offerings
in the future.
On June 10, 2020, our board of directors unanimously approved the resumption of the operation of
the DRIP, which will be effective with the next authorized payment of distributions, and determined to fully
reopen the share repurchase program to all repurchase requests commencing in July 2020.
Who will manage your properties?
Because we are prohibited from operating hotel properties pursuant to certain tax laws relating to our
expected qualification as a REIT, the entities through which we own hotel properties will lease the hotel
properties to one or more taxable REIT subsidiaries, or TRSs. A TRS is a corporate subsidiary of a REIT
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that jointly elects, with the REIT, to be treated as a TRS of the REIT, and that pays 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 advisor, or TPG Hotels & Resorts, Inc.’s wholly owned subsidiaries, which we collectively refer
to as TPG, or other affiliates or designees of TPG. We expect our property manager will operate and
manage all or substantially all of our hotel properties.
We anticipate that we will acquire properties with property management agreements that can be
terminated with little or no cost. In such cases, our TRSs will enter into property management agreements
with one or more property management companies affiliated with our sponsor. We expect our property
manager will operate and manage all or substantially all of our hotel properties. We collectively refer to
TPG and other property management companies affiliated with our sponsor as our property manager. It is
possible, however, that we may acquire hotels that have in-place hotel property managers where the
underlying property management agreement cannot be easily terminated or cannot be terminated without
the payment of a substantial termination fee. We may also acquire properties where the brand franchisor
requires the use of an affiliate of the franchisor to manage the property. Furthermore, it is possible that,
because of geographic location, type of property, or other factors, our property manager may decline to
manage a property we acquire. Any affiliated property management agreements must be approved by our
board of directors (including a majority of the independent directors) as being fair and reasonable. See
“Conflicts of Interest — Our Sponsor and its Affiliates” and “Conflicts of Interest — Property Manager”.
What is TPG?
TPG is a hospitality management company that is a wholly owned subsidiary of our sponsor. We
believe that TPG is an industry-leading, vertically integrated hospitality owner operator of hotels ranging
from focused-service hotels to lifestyle and resorts spanning across the economy and luxury hotel chain
segments. TPG is actively engaged in hotel operations, development, and asset acquisition and repositioning
throughout the United States, and it provides industry-leading hotel operations, technical consulting, and
pre-opening services. TPG is an approved operator of the industry’s leading brands, including Marriott,
Hilton, Hyatt, Starwood, IHG, Wyndham, and Choice and also operates multiple independently branded
properties. TPG ranks among the 13 largest privately held U.S. hotel management companies based on 2018
rankings by industry publications, such as Hotel Business, Hotel Management, and National Real Estate
Investor. TPG’s current portfolio includes approximately 43 full-service, lifestyle, boutique, extended-stay
and select-service hotels currently under management or under development, located from coast-to-coast
and including nearly 10,000 rooms generating nearly $700 million in gross annual revenue.
What is the experience of your management?
Our management team has experience investing in and managing hospitality properties. Below is a
short description of the background of each of our officers.
•

James A. Procaccianti: Mr. Procaccianti serves as our President and Chief Executive Officer, is
one of our directors, and is a member of our advisor’s investment committee. Mr. Procaccianti is
also the President and Chief Executive Officer of our sponsor and is a manager of our advisor.
For more than 30 years, Mr. Procaccianti has been in the business of acquiring, renovating, and
managing investment real estate. Mr. Procaccianti has owned, managed, or developed over
20 million square feet of real estate. Within the hospitality industry, Mr. Procaccianti has owned,
operated, and managed more than 100 hotels. Through his vision and leadership, Procaccianti
Companies has grown to become one of the largest private hotel companies in the country. He has
been instrumental in developing franchise relations with top hotel brand families, such as Hyatt,
Marriott, Hilton, Starwood, and IHG. He has completed numerous complex acquisitions with
national institutional real estate investors, such as GE Pension Trust, Starwood, FelCor, Lend
Lease, Host Marriott/Marriott International, Bank of America, and CalPERS, the largest public
employee pension fund in the United States.

•

Gregory Vickowski: Mr. Vickowski serves as our Chief Financial Officer and Treasurer, is one of
our directors, and is a member of our advisor’s investment committee. Mr. Vickowski also serves
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as Chief Financial Officer for the sponsor and TPG and is a manager of our advisor. He is
responsible for raising and negotiating equity and debt financing; negotiating purchase and sale
agreements in support of asset acquisitions and dispositions; participating in hotel management/
franchise company selection and contract negotiation; and implementing our investment strategy
and asset management function for our investment portfolio, while also overseeing all areas of
accounting and management information systems. He further oversees the management of our
sponsor’s other investment funds, which have assets with a gross value of nearly $1 billion.
Mr. Vickowski joined Procaccianti Companies in 1988 and has been instrumental in its growth into a
nationally recognized hospitality organization. He has more than 25 years of hospitality industry experience
encompassing all aspects of hotel investment and ownership. He has sourced direct deals and developed
creative partnerships/ownership structures, has been involved in the review of hundreds of real estate
investment deals, and has negotiated contracts with virtually every major hospitality brand. He has
developed long-standing relationships with key industry brokers and leading lenders and has completed
complex transactions with Met Life, Starwood, Host Marriott, Lend Lease, IHG, Hyatt, Hilton, Lowe
Enterprises, FelCor Lodging, and CalPERS and has completed equity investments with Och-Ziff, CalPERS,
Rockpoint, and others.
For information on our independent directors, and for information on key officers of our advisor,
sponsor and TPG, see the “Management” section of this prospectus.
How are we reacting to the coronavirus (COVID-19) pandemic?
We continue to take the ongoing COVID-19 pandemic extremely seriously and are proactively taking
steps to attempt to address the corresponding operational threats to our hotel properties in an effort to
minimize the impact of the COVID-19 pandemic on our financial results and position us to rebound as
quickly as possible once the situation has stabilized.
The negative impact on room demand at our hotel properties stemming from the COVID-19 pandemic
is significant and we continue to see a profound effect on occupancy and RevPAR at our hotel properties.
Our sponsor’s principals and senior executives, and our highly experienced property level management
teams employed by TPG Hotels & Resorts, our hospitality and property management affiliate, have over
three decades of experience in the hospitality industry, and have weathered many market swings, including
experience dealing with the impacts of previous disruptive events such as 9/11 and the significant recession
of 2008.
Our primary responsibility is to ensure the safety and security of hotel employees and the guests we
serve, by facilitating healthy environments. To that end, we have equipped staff with appropriate training,
tools and protocols crafted in accordance with the Centers for Disease Control and Prevention guidance
and best practices. At all of our hotel properties, additional cleanliness procedures are being implemented,
which include, but are not limited to:
•

Placing additional hand sanitizer dispensers throughout each property, especially around frequent
contact ‘touch points’ and hard surfaces touched by numerous people, such as elevators, food and
beverage areas, front desks, fitness rooms and public restroom facilities;

•

Increased sanitizing efforts in public areas using disinfecting products, with a focus on areas
touched by multiple people, such as door handles, elevator buttons and room key cards; and

•

Implementing protocols to more frequently sanitize guest room surfaces using disinfecting
products, including faucets, remote controls, pens, phones and clock radios.

While we would expect a select-service hotel portfolio like ours to lend itself to a lesser impact than
conference center hotels or resort-conference hotels, the situation is highly fluid and there is no way to
currently predict the ultimate extent and duration of the impact of the COVID-19 pandemic on any of our
hotel properties or our overall financial results. Accordingly, our experienced hotel management teams are
implementing both best practices revenue management and significant expense cutting strategies.
•

Revenue strategies include focusing on occupancy driven revenue as opposed to rate driven
revenue, which is accomplished by pursuing and accepting business that may not be in the
traditional preferred rate range while continuing to maintain current and previous hotel accounts
and providing incentives to rebook on future dates.
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•

Expense strategies include the implementation of cost saving measures such as: staffing
reductions, furloughs, limiting services, energy conservation measures, etc.

We cannot, however, predict with certainty, even with our best efforts in these strategies, what level of
potential revenues and expense savings can be achieved overall to mitigate the material decline in business
our hotels are experiencing.
We expect the significance of the COVID-19 pandemic, including the extent of its effect on our
financial and operational results and the economic contraction, to be dictated by, among other things, its
duration, the success of efforts to contain it, efficacy, availability and deployment of vaccinations and other
treatments to combat COVID-19 and the effect of actions taken in response (such as travel advisories and
restrictions and social distancing), including the extent and duration of such actions.
The extent and duration of the effects of COVID-19 are not yet clear. These uncertainties make it
difficult to predict operating results for our hotels for 2021. Therefore, there can be no assurances that we
will not experience further declines in hotel revenues or earning at our hotels. For more information, see the
“Risk Factors” section of this prospectus.
How will your advisor select potential properties for acquisition?
Our advisor will seek to directly or indirectly acquire a diversified portfolio consisting primarily of
existing select-service, extended-stay, and compact full-service hotel properties. Select-service, extended-stay,
and compact full-service hotels are referred to in the hotel industry as “focused-service” hotels. Our
investment focus will be on focused-service hotels that are classified in the “upper midscale,” “upscale,” and
“upper upscale” chain scales of the hospitality industry, as defined by STR Inc., a division of CoStar
Group that provides leading market data on the hotel industry worldwide (“STR”), and that are operated
under widely recognized brands licensed from hotel franchisors such as Marriott, Hilton, Hyatt, Starwood
and IHG. Chain scale segments are a method by which STR groups branded hotels based on actual average
room rates. STR classifies hotel chain scale segments as follows, from highest priced to lowest priced: (1)
Luxury; (2) Upper Upscale; (3) Upscale; (4) Upper Midscale; (5) Midscale; and (6) Economy. Independent
hotels, regardless of average room rates, are included in STR’s statistical data as a separate chain scale
category. We expect that our hotel properties will be located in areas that we believe exhibit strong economic
features based on factors such as employment and income levels, corporate earnings, office vacancy rates,
airport and other business and leisure travel, new hotel property construction, hotel renovations, and
pricing strategies of competitors.
Select-service and extended-stay hotel properties, which we expect to comprise a majority of our
portfolio, typically do not include amenities provided in full-service hotel properties. Select-service hotels
typically offer a range of amenities that may include a business center, a fitness facility, a pool, and small
meeting rooms. Notably, select-service hotels frequently do not feature a dedicated, profit-center full scale
restaurant. However, many frequently have breakfast offerings, and their in-room amenities are similar to
those found at full-service hotels. Extended-stay hotels are generally residential style hotels that offer a
package of services and amenities for extended-stay business and leisure travelers.
Full-service hotel properties generally provide a full complement of guest amenities, including
restaurants, large meeting facilities, concierge service, room service, porter service and valet parking.
However, to the extent that we invest in full-service hotel properties, we expect that such hotel properties
will be generally focused-service and will have limited, moderate or leased restaurant options, limited
meeting space, and offer less comprehensive guest amenities than typical full-service hotel properties. These
focused-service hotel properties in which we expect to invest primarily derive their revenues from hotel room
rentals and, to a lesser extent, from restaurants, meeting space and other similar income streams.
Our advisor will seek to acquire hotel properties that have the potential to appreciate in value as a
result of the reduction in asset values due to the coronavirus (COVID-19) pandemic and the effect it has
had on domestic and foreign travel. We will seek hotels that can be acquired at a discount to pre-pandemic
values and can benefit from physical upgrades, revenue enhancements, operational improvements, and
correction of expense inefficiencies. However, our governing documents do not require us to seek
stockholder approval to change our investment strategy or the types of properties in which we may invest.
In addition, we are not limited as to the geographic area where we may invest in properties.
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To find hotel properties that best meet our selection criteria for investment, our advisor’s property
acquisition team will study regional demographics and market conditions, interview local brokers, and
utilize its network of external real estate professionals to gain the practical knowledge that studies
sometimes lack. The property acquisition team will also work with our property manager to tap into its
significant network and broad market exposure. Additionally, where we believe it gives us a comparative
advantage, we will partner with firms that have an expertise in the property class and geographic area where
we are seeking to acquire properties. Engineering and environmental firms will investigate physical, plant
and environmental issues to ensure each property meets our quality specifications.
Our advisor will have substantial discretion with respect to the selection of specific investments and the
purchase and sale of our properties and other assets, subject to the direction, oversight and approval of our
board. Our advisor’s investment approach will combine its management team’s experience with the
following elements that emphasize thorough market research, local market knowledge, underwriting
discipline, and risk management in evaluating potential investments:
•

Market Research. Our advisor’s property acquisition team will research the acquisition and
underwrite each transaction, utilizing both real-time market data and the transactional knowledge
and experience of the network of professionals of our advisor.

•

Local Market Knowledge. Our advisor, either directly through its relationships with real estate
professionals in the area or through our property manager, will develop information concerning
the locality of the property to assess its competitive position.

•

Underwriting Discipline. Our advisor will follow a disciplined process to evaluate a potential
investment in terms of its potential for capital appreciation and income, which will include a
review of property fundamentals (including expense structure, occupancy rates, and property
capital expenditures), capital markets fundamentals (including capitalization rates, or cap rates,
interest rates, and holding period) and market fundamentals (including rental rates, concession,
and occupancy levels at comparable properties). Our advisor will strive to verify all assumptions
by third-party research from credible sources, to the extent practical, in order to ensure
consistency in the underwriting approach. In addition, our advisor will perform stress tests on
each acquisition by reducing occupancy and average daily growth assumptions and increasing the
interest rate in its assumptions prior to acquiring each asset. In light of COVID-19 and the
reduction in travel and income at the hotels we seek to acquire, we will seek market data and
projections with respect to market recovery and potential future growth rates to support our
acquisitions strategy.

•

Risk Management. Risk management is a fundamental principle in our advisor’s construction of
the portfolio it intends to acquire and in the management of each investment. Diversification of
the portfolio by investment size, geographic location and interest rate risk is critical to controlling
portfolio-level risk.

When evaluating potential acquisitions and dispositions, our advisor generally will consider the
following factors as applicable:
•

strategically targeted markets;

•

income levels and employment growth trends in the relevant market;

•

demand growth characteristics supported by demographic indicators;

•

supply of undeveloped and developed real estate, local building costs and construction costs;

•

the location, construction quality, condition and design of the property;

•

the current and projected cash flow of the property and the ability to increase cash flow;

•

the potential for capital appreciation of the property;

•

purchase price relative to the replacement cost of the property;
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•

the potential for economic growth and the tax and regulatory environment of the community in
which the property is located;

•

the rental demand by hotel guests for similar hotel properties in the vicinity;

•

factors indicating, and markets exhibiting, barriers to entry, such as scarcity of development sites,
regulatory hurdles, high per room development costs, limited availability of hotel franchises, and
long lead times for new development;

•

the prospects for liquidity through sale, financing, or refinancing of the property;

•

the benefits of integration into existing operations;

•

potential return on investment initiatives, including limited redevelopment, rebranding, redesign,
expansion, and change of management;

•

competition from existing hotel properties, expected competition from properties under
development, and the potential for the construction of new hotel properties in the area; and

•

potential for opportunistic selling based on demand and price of high quality assets.

What types of real estate-related investments do you expect to make?
We expect that our real estate-related investments will not constitute more than 10% of our assets after
the proceeds of this offering and our private offering, which terminated upon the commencement of this
offering, have been fully invested, nor represent a substantial portion of our assets at any one time. If we do
make such investments, we will primarily focus on debt and securities of distressed hotel owners, including
mortgages (including first mortgages, second mortgages, and B-Notes secured by hospitality properties),
mezzanine debt, and preferred equity, where the intent is to acquire hotel properties underlying such
investments.
Our charter permits us to make or invest in mortgage loans if an appraisal is obtained concerning the
underlying property, except for those mortgage loans insured or guaranteed by a government or
government agency where no appraisal is required. We will not make or invest in mortgage loans on any one
property if the aggregate amount of all mortgage loans outstanding on the property, including our
borrowings, would exceed an amount equal to 85% of the appraised value of the property, as determined by
our board of directors, including a majority of our independent directors, unless our board of directors,
including a majority of our independent directors, finds substantial justification due to the presence of
other underwriting criteria. Our board of directors may find such justification in connection with the
purchase of a mortgage loan where we believe there is a high probability we could foreclose upon the loan
and acquire the underlying property for a total investment that does not exceed the appraised value of the
underlying property.
How are your organization and offering expenses being paid in this offering?
Our selling commissions, dealer manager fees, stockholder servicing fees and other organization and
offering expenses (subject to certain limits — see “Management Compensation — Other Organization and
Offering Expenses”) will be paid using proceeds from the sale of our A Shares to our advisor and its
affiliates in a private placement. Payments for organization and offering expenses may take the form of our
direct payment of such expenses using proceeds from the sale of A Shares, our reimbursement of our
advisor or its affiliates for such expenses incurred on our behalf using the proceeds from the sale of A
Shares or our issuance of A Shares to our advisor and its affiliates with such A Shares valued at $10.00 per
A Share, in exchange for our advisor and its affiliates incurring directly the cost of such services.
Additionally, in order to ensure that we have available for investment funds equal to $8.56 per K-I Share, K
Share and K-T Share, we will allocate proceeds from the sale of A Shares to our advisor and its affiliates in
amounts that represent the difference between (i) the $7.95 per K-I Share offering price in the primary
offering and the $8.56 per K-I Share that we intend to have available for investment and (ii) any discount to
the offering price of K-I Shares, K Shares and K-T Shares arising from reduced or waived selling
commissions (other than reduced selling commissions for volume discounts) or dealer manager fees.
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How will you ensure that sufficient A Shares are purchased to fund your organization and offering expenses?
Our advisor has entered into an agreement obligating it to purchase A Shares at $10.00 per A Share in
amounts sufficient to fund our payment of organization and offering expenses associated with the sale of
up to $500,000,000 in our K-I Shares, K Shares and K-T Shares in our primary offering.
Under the advisory agreement, our advisor’s obligation can be fulfilled by its affiliates, including our
sponsor or entities affiliated with our sponsor.
What arrangements do you have with the Service Provider?
In exchange for services provided pursuant to a Services Agreement among us, our advisor, and S2K
Servicing LLC (f/k/a Colony S2K Servicing LLC), which is an affiliate of the dealer manager that we refer
to as the “Service Provider,” the Service Provider received 125,000 shares of our Class B Capital Stock, par
value $0.01 per share, which we refer to as “B Shares,” which constitutes all of our authorized B Shares. See
“Description of Capital Stock — B Shares” of this prospectus. Under the Services Agreement, the Service
Provider will provide certain services to us and our advisor, including administrative services relating to
communications with stockholders, public relations activities, marketing services, technology support, and
various operational services.
The holders of B Shares are entitled to participate in certain distributions. See “What rights are
afforded to stockholders holding B Shares?” below. If the Services Agreement is terminated for cause, our
advisor shall purchase a portion of the B Shares held by the Service Provider. If the Services Agreement is
terminated for limited cause, the Service Provider will make certain payments to our advisor. See also
“Conflicts of Interest — Service Provider.”
What kind of offering is this and what securities are you offering?
We are offering up to $500,000,000 in shares of our common stock pursuant to our primary offering,
consisting of three classes of shares: K-I Shares at an offering price of $7.95 per share (up to $125,000,000
in shares), K Shares at an offering price of $8.56 per share (up to $125,000,000 in shares) and K-T Shares at
an offering price of $8.56 per share (up to $250,000,000 in shares). These shares are being offered on a “best
efforts” basis. “Best efforts” means that our dealer manager and other brokers participating in the offering
are only required to use their reasonable best efforts to sell the shares and have no firm commitment or
obligation to purchase or sell any specific number or dollar amount of our shares of common stock. We are
also offering a maximum of $50,000,000 in shares of our common stock pursuant to our DRIP to those
stockholders who elect to participate in such plan as described in this prospectus at a price equal to $8.13
per K-I Share (up to $12,500,000 in shares), $8.13 per K Share (up to $12,500,000 in shares) and $8.13 per
K-T Share (up to $25,000,000 in shares). The share classes have different selling fees, and there will be an
ongoing stockholder servicing fee with respect to K-T Shares sold in the primary offering. We will not pay
any fees to our dealer manager for shares sold pursuant to our DRIP. We are not offering A Shares or B
Shares in this offering. We will sell A Shares to our advisor and its affiliates in a private placement. The B
Shares issued to the Service Provider have been issued pursuant to a private placement. We reserve the right
to reallocate the amount of K-I Shares, K Shares and K-T Shares being offered among the K-I Shares, K
Shares and K-T Shares registered, and between the primary offering and the DRIP.
Do you currently have shares outstanding?
In connection with our incorporation, we sold an aggregate of 20,000 A Shares to an affiliate of our
advisor, TPG Hotel REIT Investor, LLC, for an aggregate purchase price of $200,000, or $10.00 per share.
We also issued 125,000 shares of our B Shares. See “What arrangements do you have with the Service
Provider?” above for information on the Service Provider’s entitlement to B Shares pursuant to the Services
Agreement.
As of April 20, 2021, we had accepted investors’ subscriptions for and issued approximately 2,496,396
K Shares, 853,536 K-I Shares, and 47,550 K-T Shares in the primary portion of this Offering, resulting in
receipt of gross proceeds of approximately $24,255,517, $7,632,405 and $475,500, respectively, for total
11

gross proceeds in the primary portion of this Offering of approximately $32,363,422. As of April 20, 2021,
we had issued approximately 15,237 K Shares and 11,574 K-I Shares and 1,219 K-T Shares pursuant to our
DRIP, resulting in gross proceeds pursuant to our DRIP of approximately $131,936, $102,455 and $10,512,
respectively.
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 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 $1,500,000 in A Shares on
October 26, 2018, an additional $690,000 in A Shares on June 10, 2019 and an additional $440,000 in A
Shares on January 19, 2021 pursuant to a private placement.
Therefore, as of April 20, 2021, we had received total gross proceeds of approximately $50,821,081
from the sale of K Shares, K-I Shares, K-T Shares and A Shares in all offerings.
In addition, on February 27, 2020, as partial consideration for our acquisition of the Hilton Garden
Inn Property (as defined herein), our operating partnership issued 128,124 Class K units of limited
partnership interests in our operating partnership, or Class K OP Units, valued at $10.00 per Class K OP
Unit. Such issuance represents a total investment of $1,281,240 in Class K OP Units of our operating
partnership. Individuals with direct or indirect interests in the sellers of the Hilton Garden Inn Property
who are direct or indirect owners of our sponsor and our advisor received only Class K OP Units and no
cash as consideration.
Why are you offering three classes of common stock, and what are the similarities and differences among the
classes?
We are offering three classes of common stock in order to provide investors with more flexibility in
making their investment in us and to provide participating broker-dealers with more flexibility to facilitate
investment in us. K Shares and K-T Shares are available for purchase by the general public through various
distribution channels; however, K-I Shares are available for purchase only (1) through fee-based programs
of participating broker-dealers, also known as wrap accounts, that provide access to K-I Shares, (2) through
registered investment advisers not affiliated with a participating broker-dealer, (3) by endowments,
foundations, pension funds and other institutional investors, or (4) other categories of investors that we
name in an amendment or supplement to this prospectus. See the answers to the questions entitled “What
rights are afforded to stockholders who purchase K-I Shares, K Shares and K-T Shares?” below for the
primary differences among K Shares, K-T Shares and K-I Shares. Our advisor and its affiliates have agreed
to purchase A Shares at $10.00 per A Share in a private placement pursuant to Section 4(a)(2) of the
Securities Act, for which no selling commissions, dealer manager fees or other organization and offering
expenses are payable, in order to provide us with funds sufficient to pay the selling commissions, dealer
manager fees, stockholder servicing fees, the difference between the applicable NAV per K Share and
applicable offering price per K-I Share in our in our primary offering, the difference between any
discounted purchase price and the offering price of K-I Shares, K Shares and K-T Shares (excluding
volume discount purchases), and other organization and offering expenses related to the K-I Shares, K
Shares and K-T Shares in this offering. The following table summarizes the differences in the fees and
selling commissions among the classes of our common stock offered in the primary offering:
Primary Offering Price . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Selling Commissions – (1) . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Dealer Manager Fee – (1) . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Stockholder Servicing Fee – (1) . . . . . . . . . . . . . . . . . . . . . . . . .

Per K-I Share

Per K Share

Per K-T Share

$7.95

$8.56

$8.56

—
3.0%

7.0%
3.0%

3.0%
3.0%

—

—

1.0%(2)

(1) As provided above, we do not anticipate that offering and organization expenses payable in connection
with K-I Shares, K Shares and K-T Shares will be paid with offering proceeds from K-I Shares, K
Shares and K-T Shares. The dealer manager may reallow all selling commissions and a portion of
dealer manager fees and stockholder servicing fees to participating broker-dealers.
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(2) We will pay our dealer manager a stockholder servicing fee with respect to ongoing services provided to
our holders of K-T Shares purchased in our primary offering, which ongoing services may include
providing ongoing or regular account or portfolio maintenance for the stockholder, assisting with
recordkeeping, responding to investor inquiries regarding distribution payments, providing services to
investors related to our share repurchase program, offering to meet with the stockholder to provide
overall guidance on the stockholder’s investment in us or to answer questions about account statements
or valuations, and/or providing other similar services as the stockholder may reasonable require in
connection with his or her investment. While we expect that the participating broker-dealer of record
for a holder of K-I Shares or K Shares may provide similar services to such stockholder, it is under no
contractual obligation to do so and we will not pay a stockholder servicing fee for such services. The
stockholder servicing fee, which is payable from proceeds of the sale of A Shares, will be equal to 1.0%,
annualized, of the amount of the estimated NAV per K-T Share for each K-T Share purchased in the
primary offering. Such stockholder servicing fee will accrue daily and be paid monthly in arrears. We
will cease paying the stockholder servicing fee with respect to a K-T Share sold in our primary offering
at the earlier of (i) the end of the month in which our transfer agent, on our behalf, determines that the
aggregate underwriting compensation from all sources equals 10% of the gross proceeds from the sale
of shares in our primary offering (i.e., excluding proceeds from sales pursuant to our DRIP), (ii) the
end of the month in which our transfer agent, on our behalf, determines that total underwriting
compensation, including selling commissions, dealer manager fees, stockholder servicing fees and other
elements of underwriting compensation with respect to such K-T Share, would be in excess of 10% of
the total gross investment amount at the time of purchase of such K-T Share in our primary offering;
(iii) the end of the month in which our transfer agent, on our behalf, determines that the stockholder
servicing fee with respect to such K-T Share would be in excess of 3.0% of the total gross investment
amount at the time of purchase of such K-T Share in our primary offering; (iv) the date on which such
K-T Share is repurchased by us; (v) the date on which the holder of such K-T Share or its agent
notifies us or our agent that he or she is represented by a new participating broker-dealer; provided that
we will continue paying the stockholder servicing fee, which shall be reallowed to the new participating
broker-dealer, if the new participating broker-dealer enters into a participating broker-dealer agreement
or otherwise agrees to provide the ongoing services set forth in the dealer manager agreement, and
(vi) the listing of any class or series of our stock on a national securities exchange, the merger or
consolidation of our company or the sale of all or substantially all of our assets. At the time we cease
paying the stockholder servicing fee with respect to a K-T Share pursuant to the provisions above, and
if such K-T Share remains outstanding, such K-T Share (including any associated K-T Share issued
pursuant to the DRIP) will convert into a number of K Shares (including any fractional shares) with
an equivalent estimated NAV of such K-T Share as of the date of such conversion. Stockholders will
receive a confirmation notice when their K-T Shares have been converted into K Shares. We currently
expect that any such conversion will be on a one-for-one basis, as we expect the estimated NAV per
share of each K-T Share and K Share to be the same. Although we cannot predict the length of time
over which the stockholder servicing fee will be paid due to potential changes in the estimated NAV per
share of our K-T Shares, we expect to pay a maximum of $0.30 in stockholder servicing fees with
respect to an individual K-T Share, assuming such fee would be paid over approximately three years
from the date of purchase and a constant estimated NAV per share of $10.00 per K-T Share.
Might you establish future classes or series of capital stock?
Yes. Our board of directors may establish future classes or series of capital stock without the consent
of the stockholders holding our K-I Shares, K Shares or K-T Shares. We refer to any future classes or series
of our capital stock, the terms of which expressly provide that they rank pari passu to the K-I Shares, K
Shares and K-T Shares as to distribution rights or rights on our liquidation, winding-up, and dissolution,
as “parity securities.” We refer to any future classes or series of our capital stock, the terms of which
expressly provide that they rank junior to the K-I Shares, K Shares and K-T Shares as to distribution rights
or rights on our liquidation, winding-up, and dissolution, as well as our A Shares and B Shares, as “junior
securities.”
What rights are afforded to stockholders who purchase K-I Shares, K Shares and K-T Shares?
With respect to distribution rights and rights upon our liquidation, winding-up and dissolution, K-I
Shares, K Shares and K-T Shares will rank pari passu to each other and to any parity securities, and rank
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senior to any junior securities, including the A Shares and B Shares. K-I Shares, K Shares and K-T Shares
will also rank junior to all of our existing and future debt obligations and other liabilities other than, in
certain circumstances, liabilities to our advisor for deferred asset management fees, acquisition fees, and
disposition fees. The holders of K-I Shares, K Shares and K-T Shares will have the same voting rights as
holders of A Shares and will be entitled at each meeting of our stockholders to one vote per K-I Share, K
Share and K-T Share, respectively, owned by such stockholder on all matters submitted to a vote of our
stockholders, including but not limited to the election of our directors.
Subject to the possible future issuance of more senior classes of securities, the holders of each K-I
Share, K Share and K-T Share will be entitled, pursuant to our charter, to receive, when and as authorized
by our board of directors and declared by us, out of legally available funds, cumulative cash distributions
on each K-I Share, K Share and K-T Share, effective March 31, 2020, at the rate of 7.0% per annum of
each share’s “distribution base.” Prior to March 31, 2020, distributions on each K Share, K-I Share and
K-T Share accrued at the rate of 6.0% per annum of each share’s distribution base. The “distribution base,”
as defined in our charter, will initially be $10.00 per K-I Share, $10.00 per K 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 distributions on such K-I Shares, K Shares, and K-T Shares. We expect
to authorize payment of distributions on our K-I Shares, K Shares and K-T Shares quarterly, unless our
results of operations, general financing conditions, general economic conditions, applicable provisions of
Maryland law, or other factors make it imprudent to do so. Our goal is to eventually be in a position to
make monthly distribution payments. The timing and amount of any distributions will be determined by
our board, in its sole discretion, and may vary. Payment of distributions on our K-I Shares, K Shares and
K-T Shares is not guaranteed. In addition, the board of directors will reconsider our current distribution
policy and may take further action with respect to distributions for our common stock, and could consider
eliminating, suspending, or significantly reducing the payment of distributions until more information
regarding the effect of the virus and its duration is available. We paid quarterly distributions with respect to
the quarters ended March 31, 2020, and June 30, 2020, and the partial distribution for the quarter ended
September 30, 2020, with operating cash flow, consistent with prior distributions. Our board of directors
will make determinations as to the payment of future distributions on a quarter-by-quarter basis; however,
distributions will continue to accumulate pursuant to our charter.
Unless and until all accumulated, accrued and unpaid distributions on our K-I Shares, K Shares, K-T
Shares and parity securities for all past distribution periods have been or contemporaneously are declared
and paid on such K-I Shares, K Shares, K-T Shares and parity securities (or declared and a sum sufficient
for the payment thereof is set aside for payment), we will not, directly or indirectly, declare and pay
distributions of cash or other property on any A Shares, B Shares or any other shares of junior securities.
In certain situations, we may have excess cash (as defined below), and our board of directors will
authorize special distributions in which the holders of our K-I Shares, K Shares, K-T Shares and parity
securities will be entitled to participate (pro rata based on the number of K-I Shares, K Shares, K-T Shares
and parity securities). In the case of such distributions, the holders of our K-I Shares, K Shares, K-T
Shares and parity securities will receive, pro rata in accordance with the number of K-I Shares, K Shares,
K-T Shares and parity securities, 50% of any 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 (as defined under
“Management Compensation — Payment upon Other Advisory Agreement Termination”). Our board of
directors will determine annually, other than upon a liquidation, the amount, if any, of “excess cash,” which
will equal any cash available for distribution (other than cash arising from net sales proceeds of our assets)
after the board establishes any working capital reserves or other reserves it deems necessary and after the
full payment of (i) all accumulated, accrued, and unpaid distributions on our K-I Shares, K Shares, K-T
Shares and any parity securities; (ii) the full asset management fees payable to our advisor, including any
deferred amounts and any interest accrued thereon; and (iii) all accumulated, accrued, and unpaid common
ordinary distributions, as described under the question “What rights are afforded to stockholders holding A
Shares?” below. Our board of directors will authorize distribution payments of any excess cash on an
annual basis.
In addition, upon our liquidation, 50% (or 87.5% if the A Shares have been repurchased in connection
with a Non-cause Advisory Agreement Termination) of any remaining liquidation cash (as described
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below) available for distribution by us (as determined by our board, in its discretion) will be paid to the
holders of the K-I Shares, K Shares, K-T Shares and parity securities, pro rata based on the number of K-I
Shares, K Shares, K-T Shares and parity securities outstanding. “Remaining liquidation cash” means all
cash available for distribution, as determined by our board after (i) payment in full of, or the setting aside of
reserves for, all of our debts and liabilities, limited, in the case of non-recourse liabilities secured by
properties, to the value of those properties, and excluding liabilities for the payment of deferred asset
management fees, acquisition fees, and disposition fees (and any interest accrued thereon); (ii) payment in
full of the liquidation preference (as defined below) on all outstanding K-I Shares, K Shares, K-T Shares
and any parity securities; (iii) the full asset management fees are paid, including any deferred amounts and
any interest accrued thereon; (iv) the full acquisition fees and disposition fees are paid, including any
interest accrued thereon; (v) all accrued common ordinary distributions on our A Shares (as described
below) are paid; and (vi) payment in full of the stated value of all outstanding A Shares. The liquidation
preference on each K-I Share, K Share and K-T Share equals $10.00, $10.00, and $10.00, respectively, plus
all accumulated, accrued, and unpaid distributions on such K-I Share, K Share or K-T Share (whether or
not authorized) up to and including the date of payment on such K-I Share, K Share or K-T Share, and
reduced by the amount of distributions paid on our K-I Shares, K Shares and K-T Shares from net sales
proceeds. See “How will cash from the sale of properties (other than in liquidation) be used?” The liquidation
preference on parity securities will be determined at the time, if any, that our board of directors authorizes
a class or series of parity securities. See “Might you establish future classes or series of capital stock?” above.
See the section “Description of Capital Stock — K-I Shares, K Shares and K-T Shares” of this
prospectus.
What rights are afforded to stockholders holding A Shares?
Each holder of A Shares will be entitled at each meeting of our stockholders to one vote per A Share
owned by such stockholder on all matters submitted to a vote of our stockholders, including but not limited
to the election of our directors.
In addition, following the payment in full of all accumulated, accrued, and unpaid distributions on the
K-I Shares, K Shares and K-T Shares, and the payment of any accrued asset management fees (and any
interest thereon), each A Share will be entitled to receive, when and as authorized by our board and
declared by us, out of legally available funds, distributions on each A Share at a rate not to exceed 7.0% of
the stated value of an A Share ($10.00) from income and cash flow from ordinary operations on a
cumulative basis. We refer to such distributions throughout this prospectus as “common ordinary
distributions.”
If there is any cash from operations remaining after payment of the common ordinary distributions,
the board may designate all or a portion of such amount as “excess cash” (as described above in answer to
the question “What rights are afforded to stockholders who purchase K-I Shares, K Shares and K-T Shares?”).
The holders of A Shares will be entitled to receive a special distribution equal to 37.5% of such excess cash
(pro rata based on the number of A Shares) (unless all such A Shares previously have been repurchased
because of 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 K-I Shares, K Shares, K-T Shares and
any parity securities). We expect that our board of directors will authorize distribution payments of any
excess cash on an annual basis.
Finally, upon our liquidation, if there is any remaining liquidation cash (as described above in response
to the question “What rights are afforded to stockholders who purchase K-I Shares, K Shares and K-T
Shares?”), the holders of A Shares will receive 37.5% of any such remaining liquidation cash (pro rata
based on the number of A Shares) (unless all such A Shares previously have been repurchased because of a
Non-cause Advisory Agreement Termination, in which case the remaining liquidation cash otherwise
apportioned to A Shares would be distributed to the holders of K-I Shares, K Shares, K-T Shares and any
parity securities).
The holders of A Shares may also be entitled to receive amounts similar to those described above if we
terminate our advisory agreement in connection with a listing or a merger or acquisition. See “Management
Compensation — Payment Upon Listing of Our Shares” and “Management Compensation — Payment
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Upon an M&A Transaction”. Furthermore, in the event of a termination of our advisory agreement with
our advisor, other than for cause, or in the event we elect not to renew our advisory agreement, we will be
obligated to repurchase all A Shares at a purchase price equal to the greater of (1) the sum of any
accumulated, accrued, and unpaid common ordinary distributions plus the stated value ($10.00) per A
Share or (2) the amount that would be distributed to our A Shares if we liquidated for the appraised value
of our net assets. See “Management Compensation — Payment upon Other Advisory Agreement
Termination”).
See the section “Description of Capital Stock — A Shares” of this prospectus.
What rights are afforded to stockholders holding B Shares?
The holders of B Shares will be entitled to receive special distributions equal to 12.5% of any excess
cash and 12.5% of any remaining liquidation cash, each as described above in answer to the question “What
rights are afforded to stockholders who purchase K-I Shares, K Shares and K-T Shares?” The holders of B
Shares may also be entitled to receive certain amounts upon the termination of our advisory agreement. See
“If you terminate the advisory agreement or elect not to renew it, are any payments due to your advisor or the
Service Provider?” Holders of B Shares are also entitled to have certain of the B Shares repurchased by us
upon a listing of our shares on a national securities exchange, subject to certain conditions, as disclosed
below in “If you list your shares, are any payments due to your advisor or Service Provider?” The holders of B
Shares hold no other rights under our charter, including rights to vote or participate in stockholder
meetings or to receive any other distributions, other than the right to approve an increase in the authorized
number of B Shares under our charter. As described above in response to the question “What arrangements
do you have with the Service Provider?,” if the Services Agreement is terminated for cause, the advisor shall
purchase a portion of the B Shares from the Service Provider. Regardless of any such purchase, the B
Shares will remain outstanding and will entitle their holder to the above-described distribution rights,
pro rata in accordance with the number of B Shares then held.
How does the potential return to holders of K-I Shares, K Shares and K-T Shares in this offering compare to
the potential return to stockholders of other publicly registered, non-traded REITs?
We intend to use the proceeds from the sale of A Shares to our advisor and its affiliates to fund the
selling commissions, dealer manager fees, stockholder servicing fees, the difference between the applicable
estimated NAV per K-I Share and the offering price of K-I Shares sold in our primary offering, the
difference between any discounted purchase price and offering price of K-I Shares, K Shares and K-T
Shares (excluding volume discount purchases) and other organization and offering expenses payable in
connection with the K-I Shares, K Shares and K-T Shares. Therefore, the proceeds from the sale of K-I
Shares, K Shares and K-T Shares will not be used to pay organization and offering expenses in connection
with the K-I Shares, K Shares and K-T Shares, and 100% of the gross proceeds of the K-I Shares, K Shares
and K-T Shares would be available to us for investment in assets.
We believe our intended use of proceeds described above will provide greater protection to holders of
K-I Shares, K Shares and K-T Shares than a traditional public non-traded REIT structure in the event of a
downturn in the value of our shares. As referred to herein, a traditional public non-traded REIT structure
refers to a publicly registered securities offering of a REIT not listed on a national securities exchange that
uses proceeds from the sale of a share of common stock to fund the selling commissions, dealer manager
fees and organization and offering expenses relating to the purchase of that share of common stock. By
investing 100% of the proceeds from K-I Shares, K Shares and K-T Shares in assets, we believe we provide
holders of K-I Shares, K Shares and K-T Shares with a greater likelihood of preservation of capital and
consistent distributions that are not funded with return of capital sources as compared to the traditional
public non-traded REIT structure. In exchange for this lower risk, holders of our K-I Shares, K Shares and
K-T Shares would be limited in their potential return on investment should we return in excess of 9.84% on
their investment. A stockholder in a traditional public non-traded REIT structure bears a greater risk of
loss in the event of a downturn in the value of the REIT’s shares than holders of K-I Shares, K Shares and
K-T Shares, but, as demonstrated in the model below, could potentially earn a higher return on investment
than holders of K-I Shares, K Shares and K-T Shares in this offering.
The following table provides the assumptions used to calculate the hypothetical proceeds available for
investment for each of a traditional non-traded REIT structure and the company. The model following the
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table below illustrates the potential returns upon liquidation to a holder of K Shares in this offering and a
stockholder in a traditional public non-traded REIT structure. For purposes of the model below, “Investor”
refers to a Class A stockholder in a traditional public non-traded REIT structure and holders of K Shares,
K-I Shares and K-T Shares in the company’s offering, and “A Share Holder” refers to the advisor or its
affiliates that own A Shares of the company. We expect that holders of each of the K Shares, K-I Shares
and K-T Shares in this offering will receive substantially the same return on their investment as the holders
of another class of the K Shares, K-I Shares or K-T Shares, assuming such shares were purchased at the
same time. The model presents a hypothetical scenario and is for illustrative purposes only, and is not
indicative of our potential investment results.

Capital Raised(1) . . . . . . . . . . . . . . . . . .
Selling Commission . . . . . . . . . . . . . . . .
Dealer Manager Fee . . . . . . . . . . . . . . . .
Other Organization and Offering Expenses

.
.
.
.

.
.
.
.

.
.
.
.

.
.
.
.

.
.
.
.

.
.
.
.

.
.
.
.

.
.
.
.

.
.
.
.

.
.
.
.

.
.
.
.

.
.
.
.

.
.
.
.

.
.
.
.

7.00%
3.00%
1.50%

A Share Holder Funding of Organization and Offering
Expenses(3) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Net Proceeds . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Acquisition Fees(2) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Leverage . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Proceeds Available For Investment . . . . . . . . . . . . . . . . . . . .

Traditional Public
Non-Traded REIT
Structure

Procaccianti
Hotel REIT, Inc.

$500,000,000
$ (35,000,000)
$ (15,000,000)
$ (7,500,000)

$ 500,000,000
$ (35,000,000)
$ (15,000,000)
$ (7,500,000)

—
1.50%
50.00%

$

57,500,000

$442,500,000 $ 500,000,000
$ (12,888,350)
—
$429,611,650 $ 500,000,000
$859,223,301

$1,000,000,000

(1) Assumes that the full selling commission and dealer manager fees are paid on all shares sold.
(2) As provided in the “Management Compensation — Acquisition Fee — Our Advisor and Our Service
Provider” section on beginning on page 142 of this prospectus, the payment of acquisition fees to the
company’s advisor will be deferred until the occurrence of (i) a 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 on a national securities exchange, or (iv) the
termination (not in connection with one of the preceding events) of the advisory agreement, other than
for cause, or the non-renewal of the advisory agreement. Upon a liquidation event described in clause
(i) above, all of the deferred acquisition fees, plus all interest accrued thereon, will be paid only after
the liquidation preference on the K-I Shares, K Shares, K-T Shares and parity securities has been paid
in full to all holders of K-I Shares, K Shares, K-T Shares and parity securities, and all accrued and
unpaid asset management fees and all accrued interest thereon have been paid in full. Therefore, the
table above reflects that no acquisition fees have been paid to the company’s advisor, as it assumes that
holders of K Shares, K-I Shares and K-T Shares have not received their liquidation preference.
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(3) “A Share Holder” refers to a holder of A Shares of the Company.

Hypothetical Return to
Investors:

0.00%
Traditional
Public
Non-Traded
Procaccianti
REIT Structure Hotel REIT, Inc.

9.84%(1)
Traditional
Public
Non-Traded
Procaccianti
REIT Structure Hotel REIT, Inc.

10.50%
Traditional
Public
Non-Traded
Procaccianti
REIT Structure Hotel REIT, Inc.

12.00%
Traditional
Public
Non-Traded
Procaccianti
REIT Structure Hotel REIT, Inc.

$ 859,223,301

$1,000,000,000

$ 859,223,301

$1,000,000,000

$ 859,223,301

$1,000,000,000

$ 943,768,173

$1,098,396,857

$ 949,441,748

$1,105,000,000

$ 962,330,097

$1,120,000,000

Proceeds Available for
Investment . . . . . . $ 859,223,301 $1,000,000,000
Assets at
Liquidation(2) . . . . . $ 859,223,301 $1,000,000,000

Repayment of Debt . . . $(429,611,650) $ (500,000,000) $(429,611,650) $ (500,000,000) $(429,611,650) $ (500,000,000) $(429,611,650) $ (500,000,000)
Payment of Disposition
(12,888,350)
— $ (14,156,523)
— $ (14,241,626)
— $ (14,434,951)
—
Fee(3) . . . . . . . . .
Return of Capital to
Investor(4) . . . . . . . $(416,723,301) $ (500,000,000) $(500,000,000) $ (500,000,000) $(500,000,000) $ (500,000,000) $(500,000,000) $ (500,000,000)
Payment of Acquisition
—
—
— $ (22,165,070)
— $ (22,165,070)
— $ (22,165,000)
Fee(5) . . . . . . . . .
Payment of Disposition
Fee(3) . . . . . . . . .
Return of Capital to A
Share Holder(6) . . . .
Excess Cash Available for

—

—

—

$ (16,475,953)

—

$ (16,575,000)

—

$ (16,800,000)

—

—

—

$ (57,500,000)

—

$ (57,500,000)

—

$ (57,500,000)

Distribution . . . . . .
—
—
Amount to Sponsor/
—
—
Service Provider(7) . .
Investor Capital
Returned(4) . . . . . . $ 416,723,301 $ 500,000,000
Investor Share of Excess
—
—
Cash(8) . . . . . . . . .
Investor Gain/(Loss)(4) . . $ (83,276,699)
—

—

2,255,834

$

5,588,471

$

8,759,930

$ 18,283,495

$

23,534,930

—

281,979

$

838,271

$

1,094,991

$

$

2,941,866

$ 500,000,000

$ 500,000,000

A Share Holder Gain/
(Loss)(9) . . . . . . . .

— $ (57,500,000)

$ 500,000,000

$ 500,000,000

2,742,524

$ 500,000,000

$ 500,000,000

—

1,127,917

$

4,750,200

$

4,379,965

$ 15,540,971

$

11,767,465

—

1,127,917

$

4,750,200

$

4,379,965

$ 15,540,971

$

11,767,465

—

$

3,284,974

—

$

8,825,599

—

$

845,938

(1) A holder of K Shares, K-I Shares and/or K-T Shares in this offering would be limited in their potential
return on investment as compared to a traditional public non-traded REIT investor in the event the
company returns in excess of 9.84% on their investment due to the percentages of excess cash that are
distributable to holders of A Shares and the Service Provider.
(2) “Assets at Liquidation” equals the sum of (a) the amount of Proceeds Available for Investment plus
(b) the amount of Proceeds Available for Investment multiplied by the respective
hypothetical percentage of return to investor.
(3) The model assumes that the disposition fee for both the traditional public non-traded REIT structure
and the company are 1.50% of the sales price of each property or real estate-related asset sold.
Payment of the disposition fee to the company’s advisor will be deferred until the occurrence of (i) a
liquidation event, (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 on a
national securities exchange, or (iv) the termination (not in connection with one of the preceding
events) of the advisory agreement, other than for cause, or the non-renewal of the advisory agreement.
Upon a liquidation event described in clause (i), all of the deferred disposition fees, plus all interest
accrued thereon, will be paid only after the liquidation preference on the K-I Shares, K Shares, K-T
Shares and any parity securities has been paid in full to all holders of K-I Shares, K Shares, K-T
Shares and any parity securities, and all accrued and unpaid asset management fees and all accrued
18

interest thereon have been paid in full, and all accrued and unpaid acquisition fees (including interest
thereon) have been paid in full. Therefore, for purposes of this model, the company does not pay a
disposition fee until holders of K Shares, K-I Shares and K-T Shares have received their liquidation
preference (i.e. return of capital).
(4) “Investor” refers to a Class A stockholder in a traditional public non-traded REIT structure and
holders of K Shares, K-I Shares and K-T Shares in the company’s offering. “Return of Capital to
Investor” represents the return of an Investor’s initial investment.
(5) The payment of the acquisition fee to the company’s advisor will be deferred until the occurrence of (i)
a 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 on a national
securities exchange, or (iv) the termination (not in connection with one of the preceding events) of the
advisory agreement, other than for cause, or the non-renewal of the advisory agreement. Upon a
liquidation event described in clause (i) above, all of the deferred acquisition fees, plus all interest
accrued thereon, will be paid only after the liquidation preference on the K-I Shares, K Shares, K-T
Shares and parity securities has been paid in full to all holders of K-I Shares, K Shares, K-T Shares
and parity securities, and all accrued and unpaid asset management fees and all accrued interest
thereon have been paid in full. Therefore, for purposes of this model, the company does not pay an
acquisition fee until holders of K Shares, K-I Shares and K-T Shares have received their liquidation
preference (i.e. return of capital).
(6) “A Share Holder” refers to a holder of A Shares of the company.
(7) The model assumes that, with respect to a traditional public non-traded REIT structure, the Sponsor/
Service Provider is entitled to receive 15% of any excess cash available for distribution. In the
company’s offering, the Service Provider is entitled to receive 12.5% of any excess cash available for
distribution.
(8) The model assumes that, with respect to a traditional public non-traded REIT structure, investors are
entitled to receive 85% of any excess cash available for distribution. In the company’s offering, holders
of K Shares, K-I Shares and K-T Shares are entitled to receive 50% of any excess cash available for
distribution.
(9) Holders of A Shares are entitled to receive 37.5% of any excess cash available for distribution.
How will cash from the sale of properties (other than in liquidation) be used?
If we sell properties generating net cash proceeds other than in accordance with a plan of liquidation,
our board of directors will have the right to redeploy that capital, including any profits realized on the sale
of such properties, although our board generally expects to attempt to minimize any taxes payable at
regular corporate tax rates arising from any failure to distribute all of our net capital gains. Alternatively,
our board may authorize a distribution on the K-I Shares, K Shares, K-T Shares, and parity securities,
which would first be applied against any accumulated, accrued, and unpaid distributions on the K-I Shares,
K Shares, K-T Shares, and parity securities and then would be applied to reduce the liquidation preference
due on such K-I Shares, K Shares, K-T Shares, and parity securities in a liquidation and, to the extent not
applied against any accumulated, accrued, and unpaid distributions, would also reduce the distribution base
on such K-I Shares, K Shares and K-T Shares.
Upon a liquidation, how are liquidation proceeds to be distributed?
Upon any voluntary or involuntary liquidation or dissolution of our company, which we refer to as a
liquidation event, before any distribution or payment may be made to holders of our A Shares or B Shares,
the holder of each K-I Share, K Share, K-T Share and any parity securities will be entitled to be paid out of
our assets legally available for distribution, after payment or provision for our debts and liabilities (limited,
in the case of non-recourse liabilities secured by properties, to the value of those properties, and excluding
any deferred asset management fees, acquisition fees and disposition fees (and any interest accrued
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thereon), as discussed below), a liquidation preference. The liquidation preference on the K-I Shares, K
Shares, and K-T Shares equals $10.00, $10.00 and $10.00, respectively, plus all accumulated, accrued, and
unpaid distributions on our K-I Shares, K Shares and K-T Shares (whether or not authorized) up to and
including the date of payment on such K-I Shares, K Shares and K-T Shares, respectively, taking into
account previously paid distributions on our K-I Shares, K Shares and K-T Shares arising from the
distribution of net sales proceeds that exceeded the accumulated, accrued, and unpaid distributions then
due on such K-I Shares, K Shares and K-T Shares (described above under “How will cash from the sale of
properties (other than in liquidation) be used?” As noted previously, the liquidation preference on parity
securities will be determined at the time, if any, that our board of directors authorizes a class or series of
parity securities, but such liquidation preference would operate in all material respects in the manner
described for the K-I Shares, K Shares, and K-T Shares.
If sufficient funds are available to pay the liquidation preference on the K-I Shares, K Shares, K-T
Shares and parity securities in full, then we will pay any deferred and unpaid asset management fees, as well
as all acquisition fees and disposition fees (including interest accrued on all such fees at a non-compounded
rate of 6.0% per annum to our advisor; provided, however, in the event we have not completed a liquidation
or Other Liquidity Event by the fifth anniversary of the termination of this offering or any follow-on
offering, such interest will cease to further accrue on the deferred acquisition fees and deferred disposition
fees). After payment of all such fees and interest, the holder of each A Share will be entitled to be paid all
accrued and unpaid common ordinary distributions (as described in the answer to the question “What
rights are afforded to stockholders holding A Shares?” above) and then an amount equal to the stated value
($10.00) of the A Shares.
Finally, following the distribution and payment in full of all of the preceding obligations, 50% (or
87.5% if the A Shares have been repurchased in connection with a Non-cause Advisory Agreement
Termination (as defined under “Management Compensation — Payment upon Other Advisory Agreement
Termination”)) of all remaining liquidation cash will be distributed to the holders of the K-I Shares, K
Shares, K-T Shares and parity securities (pro rata based on the number of K-I Shares, K Shares, K-T
Shares and parity securities). The holders of B Shares will be entitled to 12.5% of remaining liquidation
cash (pro rata based on the number of B Shares), and 37.5% of remaining liquidation cash will be
distributed to the holders of the A Shares (pro rata based on the number of A Shares) (unless all such A
Shares previously have been repurchased, in which case the remaining liquidation cash otherwise
apportioned to the A Shares would be distributed to the holders of K-I Shares, K Shares, K-T Shares and
parity securities).
If you terminate the advisory agreement or elect not to renew it, are any payments due to your advisor or the
Service Provider?
We may have an obligation to make certain payments to our advisor and the Service Provider if we
terminate the advisory agreement upon the occurrence the termination events described in the answers to
the three questions below entitled “If you list your shares, are any payments due to your advisor or Service
Provider?,” “If you are acquired or merge with another entity, are any payments due to your advisor?,” and “If
you terminate the advisory agreement for any other reason (other than for cause), or if you elect not to renew
the advisory agreement, are any payments due to your advisor?”
If you list your shares, are any payments due to your advisor or Service Provider?
We expect that if we were to list any of our shares of capital stock on a national securities exchange,
which automatically results in a termination of the advisory agreement, we would list K Shares (or
successor securities). In such event, our board of directors must give prior notice of such listing to the
holders of A Shares, and such holders of A Shares (including our advisor and its affiliates) will have the
right to either (a) receive one K Share (or successor security) in exchange for each A Share held as of the
date our board gives notice of an intended listing to our holders of A Shares (to be effective on the date of
such listing) or (b) require us to repurchase each A Share for the consideration described below, which will
equal the amount each A Share would be entitled to receive if we liquidated and received liquidation
proceeds equal to the “market value” of our company (as defined below). Each holder of A Shares will have
at least 20 days to make such election. In addition, we will be obligated to pay our advisor the amount it
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would be entitled to receive on account of deferred asset management fees, acquisition fees, and disposition
fees (and any accrued interest thereon) as if we liquidated and received liquidation proceeds equal to the
“market value” of our company, which is limited to the excess of the market value over the liquidation
preference on K-I Shares, K Shares, K-T Shares and parity securities, excluding any K Shares (or successor
securities) issued in exchange for A Shares. “Market value” means the sum of (i) the value of the capital
stock listed on a national securities exchange based on the average market value of the shares of such stock
issued and outstanding at the listing over the 30 days beginning 180 days after the shares of our stock are
listed or included for quotation plus (ii) the value of any capital stock not listed on an exchange, if any, for
the same period, as determined in good faith by our board of directors, including a majority of our
independent directors.
The Service Provider (an affiliate of the dealer manager) would be entitled to receive 25% of any such
amounts as a fee pursuant to the Services Agreement. These amounts may be payable to our advisor and
the Service Provider in the form of a promissory note bearing interest at the then-current rate, as
determined in good faith by a majority of our board of directors, including a majority of our independent
directors, or in the form of capital stock that was listed on a national securities exchange, valued at the same
price per share as that used to determine market value. See footnote (5) to the “Management
Compensation” table for information regarding the terms of any such promissory notes into K Shares (or
successor securities).
We will repurchase the A Shares held by stockholders not electing to exchange their shares for K
Shares (or successor securities) at a repurchase price determined as if we liquidated and received liquidation
proceeds equal to the market value. See “Description of Capital Stock — Listing Event” for a description of
the consideration that holders of A Shares may receive in connection with a listing of our shares of capital
stock. As also described in “Description of Capital Stock — Listing Event”, if the market value exceeds the
aggregate of (a) the liquidation preference on our K-I Shares, K Shares, K-T Shares, and parity securities
outstanding as of the listing (excluding K Shares (or successor securities) issued in exchange for A Shares),
plus (b) the deferred asset management, acquisition and disposition fees and interest thereon, plus (c) the
accrued common ordinary distributions on our A Shares (excluding A Shares exchanged or to be
exchanged for K Shares (or successor securities)), plus (d) the stated value of the outstanding A Shares (not
otherwise exchanged for K Shares (or successor securities)) immediately prior to the listing, we will
repurchase the B Shares for an amount equal to 12.5% of such excess, payable to such holders of B Shares
pro rata in accordance with the number of B Shares. If the market value does not support payment of such
amounts, the B Shares will be repurchased and canceled for no consideration.
All payments of the repurchase price, if any, and whether on the A Shares or B Shares, as applicable,
will be in the form of an interest-bearing promissory note or in the form of shares of our capital stock that
were listed on a national securities exchange, valued at the same price per share as that used to determine
market value. Our board of directors, including a majority of our independent directors, will determine the
form of consideration and the interest rate on any promissory note. See footnote (5) to the “Management
Compensation” table for information regarding the terms of such promissory notes.
If you are acquired or merge with another entity, are any payments due to your advisor?
If we terminate our advisory agreement in connection with or in contemplation of a transaction of our
company involving a merger or acquisition, we would be obligated to pay our advisor the amount it would
be entitled to receive as if we liquidated and received net liquidation proceeds equal to the consideration to
be paid to our stockholders in such transaction.
The merger or acquisition consideration would first be payable to holders of K-I Shares, K Shares,
K-T Shares, and parity securities in an amount equal to the liquidation preference due on our outstanding
K-I Shares, K Shares, K-T Shares, and parity securities. Assuming the merger or acquisition consideration
was at least equal to the liquidation preference due on our outstanding K-I Shares, K Shares, K-T Shares
and parity securities, our advisor would be entitled to receive an amount equal to (a) any deferred asset
management fees, plus any interest accrued thereon and (b) the full acquisition fees and disposition fees
previously earned, plus any interest accrued thereon, limited to the excess of the merger or acquisition
consideration over the liquidation preference due on our outstanding K-I Shares, K Shares, K-T Shares and
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parity securities. The Service Provider (an affiliate of the dealer manager) would be entitled to receive 25%
of any such amounts as a fee pursuant to the Services Agreement. These amounts may be payable to our
advisor and the Service Provider in cash or as a portion of the merger or acquisition consideration.
In addition, to the extent the merger or acquisition consideration was at least equal to the liquidation
preference due on our outstanding K-I Shares, K Shares, K-T Shares and parity securities plus the
above-described deferred fees and interest thereon, the holders of A Shares (including our advisor and its
affiliates holding A Shares) would be entitled to receive a portion of the merger or acquisition consideration
equal to any accrued common ordinary distributions on our A Shares, limited to the excess of such
consideration over the sum of the liquidation preference due on our outstanding K-I Shares, K Shares, K-T
Shares and parity securities plus such deferred fees and interest thereon.
The holders of A Shares also will be entitled to share in the merger or acquisition consideration in an
amount equal to the stated value of the outstanding A Shares, limited to the excess of the merger or
acquisition consideration over the sum of (a) the liquidation preference on our outstanding K-I Shares, K
Shares, K-T Shares and parity securities, plus (b) the above-described deferred fees and interest thereon,
plus (c) the accrued common ordinary distributions on our A Shares.
If the merger or acquisition consideration exceeds the aggregate of (a) the liquidation preference on
our outstanding K-I Shares, K Shares, K-T Shares and parity securities, plus (b) the above-described
deferred asset management, acquisition, and disposition fees and interest thereon, plus (c) the accrued
common ordinary distributions on our A Shares, plus (d) the stated value of the outstanding A Shares, such
excess merger or acquisition consideration would be distributed (i) to the holders of K-I Shares, K Shares,
K-T Shares and parity securities pro rata in accordance with the number of K-I Shares, K Shares, K-T
Shares and parity securities in an amount equal to 50% of such excess (or 87.5% of such excess if the A
Shares have been repurchased in connection with a Non-cause Advisory Agreement Termination); (ii) to
the holders of B Shares, pro rata in accordance with the number of B Shares, in an amount equal to 12.5%
of such excess; and (iii) to the holders of A Shares, pro rata in accordance with the number of A Shares, in
an amount equal to 37.5% of such excess (unless all such A Shares previously have been repurchased in
connection with a Non-cause Advisory Agreement Termination, in which case such excess merger or
acquisition consideration otherwise apportioned to the A Shares would be distributed to the holders of the
K-I Shares, K Shares, K-T Shares and parity securities as noted above). See “Conflicts of
Interest — Service Provider” for more information about the issuance of B Shares to the Service Provider.
The initial holders of A Shares will be accredited investors that purchased A Shares as part of a Unit in the
private offering as well as our advisor and its affiliates. See “Description of Capital Stock — A Shares”.
If you terminate the advisory agreement for any other reason (other than for cause), or if you elect not to
renew the advisory agreement, are any payments due to your advisor?
If we terminate the advisory agreement for any other reason (other than for cause) or if we elect not to
renew the advisory agreement, we would be obligated to make a cash payment to our advisor in the amount
of 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, regardless of the value of our assets or our net assets. The Service Provider
(an affiliate of our dealer manager) would be entitled to receive 25% of any such payments as a fee pursuant
to the Services Agreement.
In addition, pursuant to our charter, we would be obligated to repurchase our A Shares (whether or
not held by our advisor or its affiliates) for an amount equal to the greater of: (1) any accumulated, accrued,
and unpaid common ordinary distributions on our 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 we
liquidated and received net liquidation proceeds equal to the fair market value (determined by appraisals as
of the termination date) of our 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 our board of directors, including a majority of our independent directors, in the form of
promissory notes bearing interest at the then-current rate, as determined in good faith by a majority of our
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board of directors, including a majority of our independent directors. See footnote (5) to the “Management
Compensation” for information regarding the terms of such promissory notes. See also the section of this
prospectus entitled “Management — Advisory Agreement” and “Management Compensation — Payment
upon Other Advisory Agreement Termination”.
If you terminate the advisory agreement for cause, are any payments due to your advisor?
If we terminate the advisory agreement for cause (as defined in the advisory agreement), we would not
have a current obligation to make any payments to our advisor or the Service Provider. 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%; provided, however, in the event we have not completed a liquidation
or Other Liquidity Event by the fifth anniversary of the termination of this offering or any follow-on
offering, such interest will cease to further accrue on the deferred acquisition fees and deferred disposition
fees. Such deferred fees and interest accrued thereon would be payable upon a liquidation or Other
Liquidity Event as described in the “Management Compensation — Acquisition Fee,” “Management
Compensation — Asset Management Fees,” and “Management Compensation — Disposition Fee”
sections. In addition, the A Shares and B Shares would continue to participate in any excess cash or
remaining liquidation cash and would be entitled to the previously described rights upon a listing of our
securities on a national securities exchange or participation in the proceeds upon a liquidation, merger, or
acquisition transaction. This includes A Shares and B Shares held by our advisor, the Service Provider, and
their affiliates.
How is an investment in your common stock different from listed REITs?
Shares of REITs listed on a national securities exchange generally fluctuate in value with the stock
market as a whole. We do not currently intend to list our shares for trading on a national securities
exchange, and an investment in our common stock generally differs from listed REITs because: (1) the price
of shares of listed REITs are determined by the public market, which may cause a company’s stock price to
fluctuate based on factors such as supply and demand, economic preferences, and other market forces; (2)
industry benchmarks that track the value of direct, unlisted investments in real estate debt as an asset class
have demonstrated a low correlation with the benchmarks for traditional asset classes, such as stocks and
bonds; and (3) shares of a listed REIT are highly liquid and easily transferable. Shares of our common
stock (including the K-I Shares, K Shares and K-T Shares offered pursuant to this prospectus) cannot be
readily sold and there are significant restrictions on the ownership, transferability and repurchase of our
common stock. We believe that utilizing lower correlated assets in a long-term investment portfolio can
increase portfolio efficiency and generate higher total returns while decreasing overall risk.
How will you own your hotel properties?
We expect to own substantially all of our hotel properties through Procaccianti Hotel REIT, L.P.,
which we refer to as Procaccianti REIT OP or as our operating partnership. We are the sole general partner
and, through a wholly owned limited liability company, a limited partner of Procaccianti REIT OP.
Because we intend to invest a substantial portion of the proceeds from K-I Shares, K Shares and K-T
Shares in this offering in hotel properties, which we are prohibited from operating pursuant to certain tax
laws, wholly owned special purpose subsidiaries of Procaccianti REIT OP will lease our hotel properties to
one or more TRSs, which will then enter into necessary franchise and other agreements with the applicable
hotel brands. Our allocable share of items of income, gain, deduction (including depreciation), loss and
credit will flow through Procaccianti REIT OP to us because it will be a partnership for federal income tax
purposes. These tax items will not generally flow through us to our investors, however. Rather, our
stockholders will receive distributions as and when paid. Because we plan to conduct substantially all of our
operations through Procaccianti REIT OP, we are considered an “UPREIT” (defined below).
On February 27, 2020, as partial consideration for our acquisition of the Hilton Garden Inn Property
(as defined herein), our operating partnership issued 128,124 Class K units of limited partnership interests
in our operating partnership, or Class K OP Units, valued at $10.00 per Class K OP Unit. Such issuance
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represents a total investment of $1,281,240 in Class K OP Units of our operating partnership. Individuals
with direct or indirect interests in the sellers of the Hilton Garden Inn Property who are direct or indirect
owners of our sponsor and our advisor received only Class K OP Units and no cash as consideration.
What is an “UPREIT”?
UPREIT stands for “Umbrella Partnership Real Estate Investment Trust.” An UPREIT is a structure
REITs often use to acquire real property from owners on a tax deferred basis, where the sellers can generally
accept partnership units and defer taxable gain otherwise required to be recognized by them upon the
disposition of their properties. Such owners may also desire to achieve diversity in their investment and
other benefits afforded to stockholders in a REIT. Partnership units will be substantially equivalent,
economically, to shares of our capital stock. For purposes of satisfying the asset and income tests for
qualification as a REIT for tax purposes, a REIT’s proportionate share of the assets and income of its
UPREIT operating partnership will be deemed to be assets and income of the REIT.
If I buy shares, will I receive distributions and how often?
In order to meet the requirements for qualification as a REIT under the Internal Revenue Code, we are
required, and expect to, make aggregate annual distributions (other than capital gain dividends) to our
stockholders of at least 90% of our REIT taxable income (which is computed without regard to the
dividends-paid deduction and excludes net capital gain and which does not necessarily equal net income as
calculated in accordance with accounting principles generally accepted in the United States, or GAAP).
This requirement is described in greater detail in the “Material U.S. Federal Income Tax Considerations”
section of this prospectus. Our board of directors may authorize 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. Our goal is to eventually be in a position to make monthly distributions payments. The timing and
amount of distributions will be determined by our board of directors, in its 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 Internal Revenue Code. We can provide no
assurance that we will be able to pay distributions on our shares of common stock.
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 this 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. We have not established a minimum distribution level. See
“Description of Capital Stock — Distributions”.
Will I be taxed on the distributions I receive?
Generally, distributions that you receive will be taxed as ordinary income to the extent they are from
current or accumulated earnings and profits. To the extent that we pay distributions, and such distributions
exceed our current and accumulated earnings and profits, such excess distributions will be treated first as a
return of capital to the extent of a stockholder’s tax basis in his or her shares and then as capital gain.
Because our board of directors has adopted a policy to refrain from funding distributions with offering
proceeds, we plan to fund distributions from cash flows from operations and capital transactions (other
than this or other securities offerings, but which may include the sale of one or more assets) and we do not
expect to use return of capital sources to pay distributions. Reducing a stockholder’s tax basis will have the
effect of increasing his or her gain (or reducing loss) on a subsequent sale of shares. Each investor’s tax
considerations are different; therefore, we suggest that you consult with your tax advisor. You should also
review the section of this prospectus entitled “Material U.S. Federal Income Tax Considerations — U.S.
Federal Income Taxation of Stockholders”.
What will you do with the money you raise in this offering?
We intend to use substantially all of the proceeds from the sale of K-I Shares, K Shares and K-T
Shares sold in this offering to acquire and invest in a diversified portfolio consisting primarily of existing
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extended-stay, select-service, and compact full-service hotel properties (which are referred to as
focused-service hotels) where such hotels are classified in the “upper midscale,” “upscale,” and “upper
upscale” chain scales of the hospitality industry, as described in the answer to “How will your advisor select
potential properties for acquisition?” above. As part of our investment strategy, we will regularly review
acquisition opportunities, sign letters of intent, perform due diligence and bid on certain of such
acquisition and financing opportunities. This is a “blind pool” offering because we have not yet identified
all of the properties we may acquire with the offering proceeds and have a limited prior operating history.
You will not have the opportunity to evaluate the merits or risks of such investments before you purchase
our securities. We may change our investment objectives and strategies without stockholder consent. We
anticipate that the remainder of such proceeds will be used for working capital and general corporate
purposes, including the payment of operating expenses. 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 this 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. See “If I buy shares, will I receive
distributions and how often?” above.
We will seek to provide attractive risk-adjusted returns to our stockholders over the long term,
primarily through distributions and capital appreciation. In some cases, in order to finance the acquisition
of properties, we may use the proceeds of the sale of A Shares to our advisor and its affiliates to acquire
properties. To the extent we use the proceeds from the sale of A Shares to acquire properties, we would sell
additional A Shares to our advisor and its affiliates to pay for organization and offering expenses of the K
Shares, K-I Shares and K-T Shares.
As described above under “How are your organization and offering expenses being paid in this offering?”,
we intend to use the proceeds from the sale of A Shares to our advisor and its affiliates to pay our
organization and offering expenses with respect to K-I Shares, K Shares and K-T Shares. If the purchase
price of any K-I Share, K Share or K-T Share is reduced due to a reduction in selling commissions or dealer
manager fees, our advisor and its affiliates will purchase a dollar amount of A Shares in a private placement
equal to the aggregate reduction in selling commissions or dealer manager fees and use the proceeds of such
sales of A Shares for investment. Additionally, because the purchase price of an K-I Share in our primary
offering is $7.95, our advisor and its affiliates will purchase a dollar amount of A Shares in a private
placement equal to the aggregate difference between the $7.95 selling price and the initial distribution base
and liquidation preference for K-I Shares of $10.00 and use the proceeds of such sales of A Shares for
investment. We will also use the proceeds of A Shares to fund the amount equal to any discount to the
offering price of K-I Shares, K Shares and K-T Shares arising from reduced or waived selling commissions
(other than reduced selling commissions for volume discounts) or dealer manager fees (in order for net
proceeds available to invest to equal $10.00 per K-I Share, K Share and K-T Share).
Assuming a targeted maximum offering of $500,000,000 in K-I Shares, K Shares and K-T Shares in
our primary offering, we estimate that the net proceeds we will receive and that will be available for
investment from the sale of our K-I Shares, K Shares and K-T Shares will be approximately $501,187,500,
or 100.24% of our offering proceeds from the sale of K-I Shares, K Shares and K-T Shares (taking into
account the additional A Shares issued to fund the aggregate difference between the $7.95 selling price of
K-I Shares and the initial distribution base and liquidation preference for K-I Shares of $10.00). Assuming
that we sell $52,375,000 of A Shares to our advisor and its affiliates in a private placement, we estimate that
all of such proceeds will be used to pay our organization and offering expenses, including selling
commissions and fees payable to our dealer manager on account of the sale of the K-I Shares, K Shares and
K-T Shares in this offering. Based on these assumptions, we would sell an aggregate of $500,000,000 of K-I
Shares, K Shares and K-T Shares in our primary offering, and have available for investment $501,187,500,
or 90.73% of such gross proceeds available for investment. Our board of directors has adopted a policy
prohibiting us from paying acquisition fees, asset management fees, and any disposition fees from the
proceeds of this offering or from the proceeds of the sale of A Shares to our advisor and its affiliates.
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These estimates do not give effect to special sales or volume discounts that could reduce selling
commissions or dealer manager fees. However, as discussed above, the net proceeds available for investment
will not be reduced by any special sales or volume discounts. The above figures represent management’s best
estimate because they cannot be precisely calculated at this time.
Pending investment of the proceeds from K-I Shares, K Shares and K-T Shares raised in this offering
in real estate investments, we may invest such net proceeds primarily in short-term, highly liquid or other
authorized investments as determined by our board of directors.
Are there any special restrictions on the ownership or transfer of shares?
Yes. Our charter contains a limitation on ownership that prohibits any person or entity from actually,
constructively, or beneficially acquiring or owning more than 9.8% in value of the aggregate of the
outstanding shares of our capital stock (which includes K-I Shares, K shares and K-T Shares we may issue
as part of this offering) or more than 9.8% in value or in number of shares, whichever is more restrictive, of
the aggregate of any class or series of shares of our stock, unless exempted, prospectively or retroactively,
by our board of directors. Our board of directors may waive this ownership limit with respect to a
particular person if the board receives certain representations and warranties as required by our charter.
These restrictions are designed to, among other purposes, enable us to comply with the ownership
restrictions imposed on REITs by the Internal Revenue Code. See “Description of Capital Stock —
Restrictions on Transfer”. Any sale of your shares must also comply with applicable securities laws.
How do I subscribe for shares?
If you choose to purchase shares of common stock in this offering and you are not already a
stockholder, you will need to complete and sign, either manually or by electronic signature (except where the
use of such electronic signature has not been approved), a subscription agreement, in the form attached to
this prospectus as Appendix C, for a specific number K-I Shares, K Shares and/or K-T Shares at the time
you subscribe.
On April 7, 2020, in response to the global pandemic of the novel coronavirus (COVID-19), our board
of directors approved the temporary suspension of the sale of shares in our offering, effective April 7, 2020,
and of our DRIP, effective April 17, 2020. On June 10, 2020, our board of directors unanimously approved
the resumption of the acceptance of subscriptions, the resumption of the operation of the DRIP, which
became effective with the next authorized payment of distributions, and determined to fully reopen the
share repurchase program to all repurchase requests commencing in July 2020.
When will you accept and close on subscriptions?
A sale of the shares may not be completed until at least five business days after the subscriber receives
our final prospectus as filed with the SEC pursuant to Rule 424(b) of the Securities Act. Within ten
business days of our receipt of each completed subscription agreement, we will accept or reject the
subscription. If we accept the subscription, we will mail a confirmation within three days of such
acceptance. If for any reason we reject the subscription, we will promptly return the check and the
subscription agreement, without interest or deduction, within ten business days after rejecting it.
May I make an investment through my IRA, SEP or other tax-deferred account?
Yes. You may make an investment through your IRA, a simplified employee pension, or a SEP, plan or
other tax-deferred account. In making these investment decisions, you should consider, at a minimum, (a)
whether the investment is in accordance with the documents and instruments governing your IRA, plan or
other account, including any investment policy, (b) whether the investment satisfies the fiduciary
requirements associated with your IRA, plan or other account, (c) whether the investment will generate
unrelated business taxable income, or UBTI, to your IRA, plan or other account, (d) whether there is
sufficient liquidity for such investment under your IRA, plan or other account, (e) the need to value the
assets of your IRA, plan or other account annually or more frequently in accordance with ERISA and the
Internal Revenue Code, and (f) whether the investment would constitute a prohibited transaction under
applicable law. You should read carefully the more detailed description under the section entitled “ERISA
Considerations” of this prospectus.
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Is there any minimum investment required?
Yes. You must invest at least $4,000. Investors who already own our shares can make additional
purchases for less than the minimum investment. You should read carefully the more detailed description of
the minimum investment requirements appearing under the section entitled “Investor Suitability Standards”
immediately following the cover page of this prospectus.
What types of reports on my investment will I receive?
We will provide you with periodic updates on the performance of our company and your investment in
us, including:
•

four quarterly or 12 monthly distribution reports;

•

three quarterly financial reports, via mailings or website access;

•

an annual report;

•

an annual U.S. Internal Revenue Service, or IRS, Form 1099, if applicable; and

•

supplements to the prospectus during the offering period, via mailings, electronic delivery or
website access.

When will I be provided with tax information?
Your Form 1099-DIV tax information, if required, will be mailed by January 31st of each year, unless
extended.
How is the estimated NAV per share determined?
Currently, there are no SEC, federal or state rules that establish requirements specifying the
methodology to employ in determining an estimated NAV per share. Therefore, our board of directors has
the discretion to choose a methodology or combination of methodologies as it deems reasonable for the
determination of an estimated NAV per share; provided, however, that the determination of the estimated
NAV per share must be conducted by, or with the material assistance or confirmation of, a third-party
valuation expert and must be derived from a methodology that conforms to standard industry practice.
On June 10, 2020, our board of directors, at the recommendation of the audit committee, which is
comprised solely of independent directors, unanimously approved and established an estimated NAV per
share of (i) $8.55 per K-I Share; (ii) $8.56 per K Share; (iii) $8.56 per K-T Share, (iv) $0.00 per A Share, and
(v) $0.00 per B Share, each calculated as of March 31, 2020, or the NAV Pricing Date. The estimated NAV
per share is based on the estimated value of our assets less the estimated value of our liabilities, divided by
the approximate number of shares outstanding on a fully diluted basis, calculated as of the NAV Pricing
Date. We provided this estimated NAV per share to assist broker-dealers in connection with their
obligations under National Association of Securities Dealers, or NASD, Conduct Rule 2340, as required by
the Financial Industry Regulatory Authority, or FINRA, with respect to customer account statements. This
valuation was performed in accordance with the provisions of Practice Guideline 2013-01, Valuations of
Publicly Registered Non-Listed REITs, issued by the Institute for Portfolio Alternatives (formerly
Investment Program Association), or the IPA, in April 2013, or the IPA Valuation Guidelines, in addition to
guidance from the SEC.
The latest estimated NAV per shares were published before the COVID-19 pandemic, and may differ
significantly from our actual estimated NAV per share until such time as sufficient information is available
and analyzed, the financial impact is fully evaluated, and the appropriate adjustment is made to our
estimated NAV per share, as determined by the board of directors. Any resulting disparity may be to the
detriment of a purchaser of our shares.
We expect to update the estimated NAV per share of each class of our common stock on at least an
annual basis, at which point our board of directors may determine to modify the public offering price of
each class of our shares of common stock, including the price at which shares are offered through our
DRIP. On at least an annual basis, management will update our NAV to reflect changes in the fair value of
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our indebtedness, estimated property disposition costs (including estimates of fees payable to our advisor),
and our other net assets and liabilities. Each of our properties that we acquire will be appraised at least
annually by an independent valuation firm engaged by our board of directors.
Who is the transfer agent?
The name and address of our transfer agent is DST Systems, Inc., P.O. Box 219959, Kansas City,
MO 64121-9959. The transfer agent’s toll free phone number is (866) 606-2741. To ensure that any account
changes are made promptly and accurately, all changes (including your address, ownership type and
distribution mailing address) should be directed to the transfer agent. For overnight delivery, all account
changes should be directed to Procaccianti Companies c/o DST Systems, Inc., 430 West 7th Street, Suite
219959, Kansas City, MO 64105.
Who may I call regarding my questions?
If you have more questions about this offering or if you would like additional copies of this prospectus,
you should contact your registered representative or the dealer manager at: S2K Financial LLC, 777 Third
Avenue, 28th Floor, New York, NY, 10017, (877) 227-4141.
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PROSPECTUS SUMMARY
This prospectus summary highlights material information contained elsewhere in this prospectus. Because
it is a summary, it may not contain all the information that is important to you. To understand this Offering
fully, you should read the entire prospectus carefully, including the “Risk Factors” section and the financial
statements, before making a decision to invest in our common stock. Except where the context suggests
otherwise, the terms “the company,” “we,” “us” and “our” refer to Procaccianti Hotel REIT, Inc., a Maryland
corporation. We refer to Procaccianti Hotel Advisors, LLC, a Delaware limited liability company, as our
advisor; Procaccianti Hotel REIT, L.P., a Delaware limited partnership, as our operating partnership; S2K
Financial LLC, a Delaware limited liability company, as our dealer manager; Procaccianti Companies, Inc., a
Rhode Island corporation, as our sponsor, and S2K Servicing LLC, a Delaware limited liability company, as
the service provider.
Procaccianti Hotel REIT, Inc.
Procaccianti Hotel REIT, Inc. is a recently organized Maryland corporation incorporated on
August 24, 2016, that qualifies and elected to be taxed as a REIT commencing with the taxable year ended
December 31, 2018. We intend to use substantially all of the proceeds of this offering of K-I Shares,
K Shares and K-T Shares to directly or indirectly acquire and own a diversified portfolio of hospitality
properties consisting primarily of existing extended-stay, select-service and compact full-service hotel
properties that are classified in the “upper midscale,” “upscale,” and “upper upscale” chain scales of the
hospitality industry, as defined by STR and that are operated under widely recognized brands licensed from
hotel franchisors, such as Marriott, Hilton, Hyatt, Starwood and IHG. Chain scale segments are a method
by STR groups branded hotels based on actual average room rates. We expect that our hotel properties will
be located in areas that we believe exhibit strong economic features. Going forward, we believe acquisitions
will offer significant value-add opportunities through implementation of property upgrades, value increases
through future growth in revenue and net operating income as the economy and travel rebounds,
operational improvements, and correction of expense inefficiencies. Initially, while we believe that revenue
during periods of economic uncertainty and reduced travel may potentially result in reduced income and
distributable cash flow, we believe that the current market situation will ultimately lead to attractive cyclical
buying opportunities. While we expect most, if not all, of our investments will be in the hospitality industry,
our governing documents do not limit our ability to invest in other properties, so long as we remain
qualified as a REIT (unless our board of directors determines that it is not in our best interest to do so).
Select-service and extended-stay hotel properties, which we expect to comprise a majority of our
portfolio, typically do not include amenities provided in full-service hotel properties; therefore, select-service
and extended-stay hotel properties primarily derive their revenues from hotel room rentals and, to a lesser
extent, from restaurants, meeting space and other similar income streams. Extended-stay hotel properties
are generally residential-style hotels that offer a package of services and amenities for extended-stay
business and leisure travelers.
We may also invest in compact full-service hotel properties, although we do not expect such properties
to comprise a substantial portion of our portfolio. Full-service hotel properties generally provide a full
complement of guest amenities, including restaurants, large meeting facilities, concierge service, room
service, porter service and valet parking. However, to the extent that we invest in full-service hotel
properties, we expect that such properties will have moderate and/or leased restaurant options, limited
meeting space and offer less comprehensive guest amenities than typical full-service hotel properties.
We may also make investments in distressed debt and preferred equity where the intent is to acquire
hotel properties underlying such investments.
Our executive offices are located at 1140 Reservoir Avenue, Cranston, Rhode Island 02920-6320. Our
telephone number is (401) 946-4600, our fax number is (401) 943-6320 and the telephone number for our
investor relations department is (866) 606-2741. Additional information about us and our affiliates may be
obtained at www.prochotelreit.com, but the contents of that site are not incorporated by reference in or
otherwise a part of this prospectus.
On April 7, 2020, in response to the global pandemic of the novel coronavirus (COVID-19), our board
of directors approved the temporary suspension of the sale of shares in our offering, effective April 7, 2020,
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and of our DRIP, effective April 17, 2020. On June 10, 2020, our board of directors unanimously approved
the resumption of the acceptance of subscriptions, the resumption of the operation of the DRIP, which
became effective with the next authorized payment of distributions, and determined to fully reopen the
share repurchase program to all repurchase requests commencing in July 2020.
Our Investment Objectives
Our primary investment objectives are to:
•

to preserve and return your capital contributions;

•

to maximize risk-adjusted returns on your investment;

•

to provide income to you through the payment of cash distributions.

See the “Investment Objectives, Strategy, and Policies” section of this prospectus for a more complete
description of our investment policies and charter-imposed investment restrictions. The negative impact on
room demand within our portfolio stemming from the novel coronavirus (COVID-19) is significant. We
experienced an initial decline in hotel revenue that began in our first fiscal quarter. However, with the
continuing spread of the COVID-19 pandemic and the unprecedented governmental measures implemented
in response, the impact of the COVID-19 pandemic accelerated rapidly, and we experienced a much greater
effect on occupancy and hotel revenue per room (“RevPAR”) throughout our hotel portfolio. We
experienced reservation cancellations as well as a reduction in new reservations relative to prior
expectations. The hotel industry and our portfolio have experienced the postponement or cancellation of a
significant number of group bookings. Thus far, responses to the COVID-19 outbreak have included
mandates from federal, state and/or local authorities that have restricted travel and the conduct of business,
such as stay-at-home orders, quarantines, travel bans, border closings, business closures and other similar
measures.
While efforts to reduce operating costs have been made, we cannot be certain as to what level of savings
can be maintained overall to mitigate the material decline in hotel revenues we are experiencing. The full
financial impact of the reduction in hotel demand caused by the pandemic cannot be reasonably estimated
at this time due to uncertainty as to its severity and duration. Given the current availability and
effectiveness of the COVID-19 vaccines, in addition to a decrease in government related mandates, the
Company anticipates an improvement in traveler sentiment. However, we expect that the COVID-19
pandemic will have a significant negative impact on our results of operations, financial position and cash
flow for at least the first-half of 2021. As a result, we have reduced our planned capital expenditures outside
the normal course of our business and are working closely with our hotel managers to reduce our hotels’
operating expenses.
On March 27, 2020, the Coronavirus Aid, Relief, and Economic Security Act (the “CARES Act”) was
enacted by the Federal Government, which, among other things, provided emergency assistance to
qualifying businesses and individuals as a result of the COVID-19 pandemic. The CARES Act also
included the establishment of the Paycheck Protection Program (“PPP”), a Small Business Administration
(the “SBA”) loan to businesses with fewer than 500 employees that may be partially forgivable. In
May 2020, we received $1,018,917 in PPP loans relating to our four hotel properties. We have applied for
full forgiveness of these loans. The applications are currently in review with the SBA. We have applied for
the second round of funding and have received $889,671 of the approximately $1,426,711 applied for as of
March 26, 2021.
The Taxpayer Certainty and Disaster Tax Relief Act of 2020, enacted December 27, 2020, made a
number of changes to the employee retention tax credits previously made available under the CARES Act,
including modifying and extending the Employee Retention Credit. On March 11, 2021, President Biden
signed the American Rescue Plan Act of 2021 (“ARPA”), which is the latest stimulus package aimed at
mitigating the financial impact of the ongoing COVID-19 pandemic. The ARPA includes an extension of
the CARES Act Employee Retention Tax Credit, as well as additional modifications of the credit for the
last two calendar quarters of 2021. We plan to take advantage of this program to the extent we are eligible.
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Until such time as the virus is contained or eradicated and business and personal travel return to more
customary levels, we expect to see substantial erosion in hotel cash flow. There may also be lasting effects
related to the novel coronavirus (COVID-19). For some period related to a slowdown in the U.S. economy,
increased labor costs, increased operating costs, reduced air travel or other unknown factors which could
materially reduce our operating cash flow. Further, the market and economic challenges associated with
COVID-19 could materially affect (i) the value and performance of our investments, (ii) our ability to pay
future distributions, if any, (iii) the availability or terms of financings,(iv) our ability to make scheduled
principal and interest payments, and (v) our ability to refinance any outstanding debt when contractually
due. Our stated investment objectives below do not take into account the impact of the ongoing and rapidly
developing COVID-19 pandemic.
We plan to implement our investment objectives as follows:
•

Acquire Focused-Service Hotel Properties. Our strategy will focus primarily on acquiring, directly
or indirectly, existing select-service, extended-stay, and compact full-service hotel properties.
Select-service, extended-stay, and compact full-service hotels are collectively referred to in the
hotel industry as “focused-service” hotels. Our investment emphasis will be on focused-service
hotels that are classified in “upper midscale,” “upscale,” and “upper upscale” chain scales of the
hospitality industry, as defined by STR, and that are operated under widely recognized hotel
brands licensed from hotel franchisors such as Marriott, Hilton, Hyatt, Starwood and IHG. We
discuss the hotel properties we plan to acquire further under “How will your advisor select
potential properties for acquisition?”

•

Capitalize on Opportunities Provided by the Current Economic Environment. We believe the
economic distress created by COVID-19, will offer attractive opportunities to acquire hotel
properties at discounts to pre-pandemic prices that provide potential for long-term value
appreciation and generate income for our stockholders. Given the challenging economic
conditions in the markets where we expect to focus, and the experience of our advisor and its
affiliates, we believe there will be opportunities to acquire hotels at discounts to pre-pandemic
prices and to create an attractive investment portfolio that will generate attractive stockholder
returns and income.

•

Focus on Capital Appreciation. Due to the operating aspect of hotel properties and reliance on
domestic and foreign travel and debt leverage typically put on hotels, during periods of economic
distress and reduced travel, hotels can experience reduced demand and reduced room rates,
leading to lower revenue and net operating income. As hotel assets are typically valued at a
multiple of net operating income, hotel values would be expected to decrease, providing an
opportunity to acquire hotels at reduced values, holding them until economic conditions and
travel improves and selling them at higher prices. While our emphasis has been on stabilized,
income-producing hospitality assets, we believe a shift to acquiring properties at a discount to
replacement cost or to pre-pandemic value should result in a greater total return than the initial
strategy. Going forward, we believe acquisitions will offer significant value-add opportunities
through implementation of property upgrades, value increases through future growth in revenue
and net operating income as the economy and travel rebounds, operational improvements, and
correction of expense inefficiencies. Initially, we believe that revenue during periods of economic
uncertainty and reduced travel may potentially result in reduced income and distributable cash
flow, we believe that the current market situation will ultimately lead to attractive cyclical buying
opportunities. While we expect most, if not all, of our investments will be in the hospitality
industry, our governing documents do not limit our ability to invest in other properties, so long as
we remain qualified as a REIT (unless our board of directors determines that it is not in our best
interest to do so).

•

Using Leverage to Increase Stockholder Value. We intend to finance our investment portfolio
conservatively, at a targeted leverage level of the greater of 50% loan-to-value or loan-to-cost;
however, during the initial stages of our offering, our leverage ratio could significantly exceed our
targeted leverage ratio. In our management team’s experience, we believe this leverage strategy will
result in the opportunity to maximize returns for our stockholders.
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•

Periodic Distributions. While our goal is to declare and pay distributions on our K-I Shares,
K Shares and K-T Shares on a monthly basis as of daily record dates, initially we expect to declare
and pay distributions on our K-I Shares, K Shares and K-T Shares on a quarterly basis as of daily
record dates. We can provide no assurance that we will be able to pay distributions on our shares
of common stock. 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 net proceeds from this 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.

•

Pursue Exit Strategy Opportunities. We expect to complete a liquidity event approximately five
to seven years after the termination of this offering. A liquidity event may include a sale of assets
to one or more REITs or other third parties, a merger into an existing publicly traded REIT or
other publicly traded vehicle, a listing of our shares on a national securities exchange, or some
other transaction that would provide liquidity to our stockholders.

Our Dealer Manager
S2K Financial LLC serves as the dealer manager for this offering.
Our dealer manager coordinates the distribution of the shares of our common stock on a best efforts
basis, manages our relationships with participating broker-dealers and provides assistance in connection
with compliance matters relating to marketing the offering. Our dealer manager provides only the foregoing
distribution-related services to us on a contractual basis and exercises no control or influence over our
investment, asset management or accounting functions or any other aspect of our management or
operations. Our dealer manager is a member firm of FINRA, and its principal offices are located at
777 Third Avenue, 28th Floor, New York, NY 10017.
Our Board of Directors
We operate under the direction of our board of directors, the members of which are accountable to us
and our stockholders as fiduciaries. We have five directors, three of whom are independent of us, our
advisor and our sponsor. Each of our directors was recommended because of his qualifications and
significant experience in the real estate industry. Our charter requires, subject to limited exceptions, that a
majority of our directors be independent of us, our sponsor, our advisor and all of our or their affiliates,
and provides that our independent directors are responsible for reviewing the performance of our advisor
and must approve certain other matters as set forth in our charter. See the section entitled “Conflicts of
Interest” in this prospectus. Our directors will be elected annually by our stockholders. Although we have
executive officers who manage our operations, we do not have any paid employees.
Our Advisor
Procaccianti Hotel Advisors, LLC, a Delaware limited liability company formed on June 30, 2016, is
our external advisor and is responsible for managing our affairs on a day-to-day basis. Our advisor’s
responsibilities include, among other things, identifying and evaluating potential investments, making
investments, asset management, asset dispositions, financial reporting, regulatory compliance, investor
relations and other administrative functions on our behalf. Our advisor, an affiliate of our sponsor, may
contract with other affiliates or other third parties to perform or assist with these functions.
Our advisor’s services under the advisory agreement are not exclusive, and it is free to furnish similar
services to other entities so long as its services to us are not impaired. We will pay our advisor fees and
distributions and reimburse it for certain expenses incurred on our behalf. We will not pay our advisor and
its affiliates any fees associated with arranging for financing and refinancing of properties, or a debt
financing fee, however, we will pay unaffiliated third parties a debt financing fee, if applicable. For a
detailed description of the fees and expense reimbursements payable to our advisor, including any payments
due upon a termination of the advisory agreement, see the section in this prospectus entitled “Management
Compensation”.
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Investment Committee of the Advisor
Our advisor utilizes the internal committees described below to oversee the implementation of our
investment strategy.
Investment Committee
The primary responsibility for the management decisions of our advisor and its affiliates, including the
selection of investment properties to be recommended to our board of directors, the negotiation for these
investments, and asset management decisions, will reside in an investment committee of our advisor. The
investment committee is composed of James Procaccianti, Gregory Vickowski, Robert Leven, Elizabeth
Procaccianti and Mark Bacon. Investment decisions require the approval of a majority of the members of
our advisor’s investment committee. Our advisor’s investment committee may purchase on our account,
without specific prior approval of the board of directors, properties with a gross acquisition cost equal to or
less than the greater of (a) $20 million or (b) 10% of our gross assets, as reported on a GAAP basis
(including leverage and excluding depreciation), so long as the investment in the property would not, if
consummated, violate our investment guidelines or any restrictions on indebtedness, and so long as the
consideration to be paid for such properties does not exceed the fair market value of such properties. Any
investment with a purchase price greater than the $20 million/10% limit noted above or that, if
consummated, would violate our investment guidelines or any restrictions on indebtedness requires the
approval of our board of directors. During these discussions, independent directors can offer ideas for ways
in which deals can be changed to make them acceptable.
In addition, our advisor’s investment committee may cause us to sell or otherwise dispose of our
investments if the gross selling price is equal to or less than the greater of (a) $20 million or (b) 10% of our
gross assets, as reported on a GAAP basis (including leverage and excluding depreciation).
Classes of Shares
We are offering K-I Shares, K Shares and K-T Shares in our primary offering at an offering price of
$7.95 per K-I Share, $8.56 per K Share and $8.56 per K-T Share, and K-I Shares, K Shares and K-T Shares
in our DRIP at a DRIP offering prices of $8.13 per K-I Share, $8.13 per K Share and $8.13 per K-T Share.
In addition, we are not offering A Shares, B Shares or parity securities in this offering. We will sell A Shares
to our advisor and its affiliates at $10.00 per A Share in a private placement. The B Shares issued to the
Service Provider, an affiliate of the dealer manager, were issued pursuant to a private placement.
Our Operating Partnership
We expect to own substantially all our real estate properties through our operating partnership,
Procaccianti Hotel REIT, L.P., or Procaccianti REIT OP, a Delaware limited partnership formed on
June 30, 2016. We may, however, own properties directly, through subsidiaries of Procaccianti Hotel REIT
OP or through other entities. We are the sole general partner and, through a wholly owned limited liability
company, a limited partner of Procaccianti REIT OP. Our ownership of properties in our operating
partnership is referred to as an UPREIT. This UPREIT structure may enable sellers of properties to
transfer their properties to our operating partnership in exchange for limited partnership shares of our
operating partnership and defer potential gain recognition for U.S. federal income tax purposes with respect
to such transfers of properties.
Our Property Managers
We expect principally, if not entirely, to use affiliated property management companies to manage our
hotels. These may include TPG Hotels & Resorts, Inc., a subsidiary of our sponsor, and its wholly owned
subsidiaries, which we refer to collectively as TPG, or other affiliates and/or designees of TPG. We refer to
TPG and such other affiliates and/or designees collectively as our property manager. See
“Management — Our Property Manager” and “Management Compensation — Property Management Fee
and Reimbursement” for a discussion of the compensation payable to our property manager. The
compensation payable to our property manager will, in most cases, be payable regardless of the quality of

33

the services provided to us or whether we make distributions to our stockholders. Furthermore, our
property manager is not prohibited from owning or managing hospitality properties in the same markets as
those in which we own properties, or from owning or managing hotel properties that directly compete with
ours.
Our REIT Status
We qualify and elected to be taxed as a REIT commencing with the taxable year ended December 31,
2018.
As a REIT, we generally will not be subject to U.S. federal income tax on income that we distribute
currently to our stockholders. Under the Internal Revenue Code, a REIT is subject to numerous
organizational and operational requirements, including a requirement that it generally distribute at least
90% of its annual REIT taxable income, determined without regard to the dividends-paid deduction and
excluding net capital gain, to its stockholders. If we fail to qualify for taxation as a REIT in any year, and
the statutory relief provisions of the Internal Revenue Code do not apply, our income will be taxed at
regular corporate rates, and we may be precluded from qualifying for treatment as a REIT for the four-year
period following our failure to qualify. Even if we qualify as a REIT, we may still be subject to state and
local taxes on our income and property, U.S. federal income and excise taxes on our undistributed income
and other U.S. taxes.
Terms of the Offering
We are offering up to $500,000,000 in K-I Shares, K Shares and K-T Shares pursuant to our primary
offering and up to $50,000,000 in K-I Shares, K Shares and K-T Shares pursuant to our DRIP. The offering
and total dollar amount available for purchase per class in our primary offering are as follows: $7.95 per
K-I Share (up to $125,000,000 in shares), $8.56 per K Share (up to $125,000,000 in shares) and $8.56
per K-T Share (up to $250,000,000 in shares). The DRIP offering prices and total dollar amount available
for purchase in our DRIP are as follows: $8.13 per K-I Share (up to $12,500,000 in shares), $8.13 per K
Share (up to $12,500,000 in shares), and $8.13 per K-T Share (up to $25,000,000 in shares). The shares are
being offered on a “best efforts” basis through S2K Financial LLC, our dealer manager. “Best efforts”
means that our dealer manager is not obligated to purchase any specific number or dollar amount of shares.
We reserve the right to reallocate the amount of K-I Shares, K Shares and K-T Shares being offered among
the K-I Shares, K Shares and K-T Shares registered, and between the primary offering and the DRIP. At
the termination of our private offering, we had received gross offering proceeds of approximately
$15,582,755 from the sale of K Shares and A Shares.
On June 10, 2020, our board authorized the extension of the term of our initial public offering until
August 14, 2021, unless further extended by our board as permitted under applicable law or earlier
terminated by our board.
We will offer K-I Shares, K Shares and K-T Shares in our primary offering until the earlier of
August 14, 2021 or the date we sell $550,000,000 in shares, unless we elect to extend it to a date no later than
February 10, 2022, which is 180 days following the third anniversary of the effective date of the offering.
We may amend, suspend or terminate the DRIP at our discretion at any time upon ten days’ prior written
notice to our stockholders. Additionally, we will be required to discontinue sales of shares under the DRIP
on the earlier to occur of (a) August 14, 2021 and (b) the date we sell all the shares registered for sale under
the DRIP, unless we elect to extend it to a date no later than February 10, 2022. We may sell shares under
the DRIP beyond such time, but only if there is an effective registration statement with respect to the K-I
Shares, K Shares or K-T Shares. This offering must be registered in every state in which we offer or sell
shares. Generally, such registrations are for a period of one year. Therefore, we may have to stop selling
shares in any state in which our registration is not renewed or otherwise extended annually. We may
terminate this offering at any time prior to the stated termination date.
Status of this Offering
As of April 20, 2021, we had accepted investors’ subscriptions for and issued approximately 2,496,396
K Shares, 853,536 K-I Shares, and 47,550 K-T Shares in the primary portion of this Offering, resulting in
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receipt of gross proceeds of approximately $24,255,517, $7,632,405 and $475,500, respectively, for total
gross proceeds in the primary portion of this Offering of $32,363,422. As of April 20, 2021, we had issued
approximately 15,237 K Shares, 11,574 K-I Shares and 1,219 K-T Shares pursuant to our DRIP, resulting
in gross proceeds pursuant to our DRIP of approximately $131,936, $102,455 and $10,512, respectively.
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 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 $1,500,000 in A Shares on
October 26, 2018, an additional $690,000 in A Shares on June 10, 2019 and an additional $440,000 in A
Shares on January 19, 2021 pursuant to a private placement.
Therefore, as of April 20, 2021, we had received total gross proceeds of approximately $50,821,081
from the sale of K Shares, K-I Shares, K-T Shares and A Shares in all offerings.
In addition, on February 27, 2020, as partial consideration for our acquisition of the Hilton Garden
Inn Property (as defined herein), our operating partnership issued 128,124 Class K units of limited
partnership interests in our operating partnership, or Class K OP Units, valued at $10.00 per Class K OP
Unit. Such issuance represents a total investment of $1,281,240 in Class K OP Units of our operating
partnership. Individuals with direct or indirect interests in the sellers of the Hilton Garden Inn Property
who are direct or indirect owners of our sponsor and our advisor received only Class K OP Units and no
cash as consideration.
On April 7, 2020, in response to the global pandemic of the novel coronavirus (COVID-19), our board
of directors approved the temporary suspension of the sale of shares in our offering, effective April 7, 2020,
and of our DRIP, effective April 17, 2020. On June 10, 2020, our board of directors unanimously approved
the resumption of the acceptance of subscriptions, the resumption of the operation of the DRIP, which
became effective with the next authorized payment of distributions, and determined to fully reopen the
share repurchase program to all repurchase requests commencing with the next quarter repurchase date,
which was in July 2020.
A Shares Purchased by TPG Hotel REIT Investor, LLC
As of April 20, 2021, we had received total gross proceeds of $5,584,095 from the sale of
approximately 558,410 A Shares purchased by TPG Hotel REIT Investor, LLC to fund organizational and
offering expenses in both our private offering and the Offering.
Valuations
Currently, there are no SEC, federal or state rules that establish requirements specifying the
methodology to employ in determining an estimated NAV per share. Therefore, our board of directors has
the discretion to choose a methodology or combination of methodologies as it deems reasonable for the
determination of an estimated NAV per share; provided, however, that the determination of an estimated
NAV per share must be conducted by, or with the material assistance or confirmation of, a third-party
valuation expert and must be derived from a methodology that conforms to standard industry practice.
On June 10, 2020, our board of directors determined an NAV per share of all classes of our capital
stock, each calculated as of March 31, 2020, or the NAV Pricing Date, as follows: (i) $8.55 per K-I Share;
(ii) $8.56 per K Share; (iii) $8.56 per K-T Share; (iv) $0.00 per A Share; and (v) $0.00 per B Share. On
May 23, 2019, our board of directors determined an estimated NAV per share of all classes of the 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.
The estimated NAV per share is based on the estimated value of our assets less the estimated value of
our liabilities, divided by the approximate number of shares outstanding on a fully diluted basis, calculated
as of the NAV Pricing Date. We provided this estimated NAV per share to assist broker-dealers in
connection with their obligations under NASD Conduct Rule 2340, as required by FINRA with respect to
customer account statements. This valuation was performed in accordance with the provisions of the IPA
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Valuation Guidelines, in addition to guidance from the SEC. The NAV per share of all classes of our capital
stock was published before the COVID-19 pandemic, and may differ significantly from our actual estimated
NAV per share until such time as sufficient information is available and analyzed, the financial impact is
fully evaluated, and the appropriate adjustment is made to our estimated NAV per share, as determined by
our board of directors. Any resulting disparity may be to the detriment of a purchaser of our shares.
We currently expect to utilize an independent valuation firm to update the estimated NAV per share in
the first half of 2021, in accordance with IPA Valuation Guidelines, but we are not required to update the
estimated NAV per share more frequently than annually. For more information regarding our valuation
process and approaches, see “Investment Objectives, Strategy, and Policies — Estimated NAV Calculation”
and “Description of our Capital Stock — Valuation Policy.”
Summary Risk Factors
An investment in our shares involves a high degree of risk and may be considered speculative. You
should carefully consider the information found in “Risk Factors” before deciding to invest in our shares.
The following are some of the risks you will take in investing in our shares:
•

This is an offering of a recently formed entity with limited operating history, and an investment in
our shares is speculative. You should consider this prospectus in light of the risks, uncertainties
and difficulties frequently encountered by companies that are, like us, in their early stages of
development.

•

No public market currently exists for our securities, and we have no current plans to list our
securities on a national securities exchange. If you are able to sell your shares, you would likely
have to sell them at a discount from the price at which you purchased them from us.

•

The outbreak of the novel coronavirus (COVID-19) has significantly impacted our occupancy
rates and RevPar, and could result in a sustained, significant drop in demand for our hotels and
could have a material adverse effect on us.

•

You should consider your investment in our shares a long-term investment. If we do not
successfully implement a liquidity event, you may suffer losses on your investment, or your shares
may continue to have limited liquidity. We are not required to provide for a liquidity event.

•

Our advisor, Procaccianti Hotel Advisors, LLC, and its affiliates will face conflicts of interest,
including significant conflicts created by our advisor’s and its affiliates’ compensation
arrangements with us, including compensation which may be required to be paid to our advisor if
our advisor is terminated.

•

Conflicts of interest may also arise in connection with other investment vehicles sponsored by our
sponsor, Procaccianti Companies, or its affiliates, which could result in decisions that are not in
the best interests of our stockholders, including decisions relating to the allocation of investment
opportunities among us and such other investment vehicles.

•

We do not have any employees and will rely entirely upon our advisor to manage our business and
our property manager or third parties to manage hotels we acquire. The key personnel of our
advisor and property manager will face conflicts of interest regarding the amount of time they
allocate between our business and other businesses for which they perform services.

•

In order to qualify as a REIT, we cannot directly operate our hotel properties, and our returns will
depend on the management of our hotel properties by our property manager, which is also an
affiliate of Procaccianti Companies.

•

Our property management agreements will require our TRSs to bear the operating risks of our
hotel properties. Any increases in operating expenses or decreases in revenues may have a
significant adverse impact on our earnings and cash flow.
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•

We will depend on our advisor and its affiliates to conduct our operations, and we will depend on
our dealer manager and its affiliates to conduct this offering and certain administrative functions
for us; thus, adverse changes in their financial health or our relationship with them could cause
our operations to suffer.

•

Our charter does not restrict us from paying distributions from any particular source, which
means that we could use an unlimited amount of offering proceeds and borrowings, as well as
proceeds from the sale of assets and the waiver or deferral of fees otherwise owed to our advisor,
to pay distributions. Any of these distributions may reduce the amount of capital we ultimately
invest in properties and other permitted investments, and negatively impact the value of your
investment, especially if a substantial portion of our distributions is paid from offering proceeds.
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 net proceeds from this or other securities offerings, but which may
include the sale of one or more assets). Therefore, we do not expect to use return of capital
sources to pay distributions. 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.

•

If we were to become internally managed, we would pay substantial fees to our advisor prior to
holders of K Shares, K-I Shares and K-T Shares receiving their agreed-upon investment returns.
In addition, we will pay substantial fees and expenses to our property manager and their affiliates,
and will reimburse our advisor and its affiliates for expenses, which payments increase the risk that
you will not earn a profit on your investment.

•

This is a “blind pool” offering because we have not yet identified all of the properties we may
acquire with the offering proceeds and have a limited prior operating history. You will not have the
opportunity to evaluate the merits or risks of such investments before you purchase our securities.
We may change our investment objectives and strategies without stockholder consent.

•

We may incur substantial debt, which could hinder our ability to pay distributions to our
stockholders or could decrease the value of your investment if income from, or the value of, the
property securing the debt falls.

•

This is the first public offering sold by the dealer manager. Our ability to raise money and achieve
our investment objectives depends on the ability of the dealer manager to successfully market our
offering.

•

Our failure to qualify as a REIT for federal income tax purposes could materially decrease cash
available for distributions and limit our ability to make distributions to our stockholders.

Description of Real Estate Investments
We engage in the acquisition and ownership of a diversified portfolio of hospitality properties. As of
April 26, 2019, through our joint venture with Procaccianti Convertible Fund, LLC, an affiliate of our
sponsor, we owned a 51% interest in two select-service hotel properties, comprising an aggregate of 239
rooms and approximately 4,250 square feet of meeting space, and through a wholly owned subsidiary of
our operating partnership, owned a select-service hotel property, which has 107 rooms and approximately
3,000 square feet of meeting space. On February 27, 2020 we, through our operating partnership, acquired
100% of the interests in a 137-room select-service Hilton Garden Inn hotel property located in Providence,
Rhode Island, or the Hilton Garden Inn Property, from affiliates of our sponsor. The Hilton Garden Inn
Property is located on a 1.23-acre site, and includes 137 rooms, a 79-seat grille and bar, approximately 1,320
square feet of meeting space, a fitness center, and 115-space garage and surface parking lot. The Hilton
Garden Inn Property is close to many educational institutions in the area, including Brown University,
Providence College, Rhode Island School of Design and Johnson & Wales University, and is also located
near the T.F. Green Airport.
For a detailed description of our real estate investments, see the section of this prospectus captioned
“Investment Objectives, Strategy and Policies — Description of Real Estate Investments.”
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Our property manager, which is an affiliate of our sponsor, operates and manages the hotel properties.
We will pay our property manager a property management fee of approximately 3% of gross revenues, and
a construction management fee equal to market rates for supervising and/or coordinating any construction,
improvements, refurbishments or renovations of our hotel properties, in addition to certain expense
reimbursements. We currently have no plans for any material renovations, improvements or development of
any of the properties and believe each such property is adequately insured and is suitable for its present and
intended use, subject to typical maintenance and replacements in the ordinary course.
Estimated Use of Proceeds of This Offering
Assuming a targeted maximum primary offering of $500,000,000 of our K-I Shares, K Shares and K-T
Shares, we estimate that the net proceeds we will receive and that will be available for investment from the
sale of our K-I Shares, K Shares and K-T Shares will be approximately $500,000,000, or 100.00% of our
primary offering proceeds from the sale of our K-I Shares, K Shares and K-T Shares (taking into account
the additional A Shares issued to fund the aggregate difference between the $7.95 selling price of K-I Shares
and the initial distribution base and liquidation preference for K-I Shares of $10.00). Assuming that we sell
$50,000,000 of A Shares to our advisor and its affiliates in a private placement, we estimate that all of such
proceeds will be used to pay our organization and offering expenses, including selling commissions and fees
payable to our dealer manager on account of the sale of the K-I Shares, K Shares and K-T Shares in this
offering. Based on these assumptions, we would sell an aggregate of $500,000,000 of K-I Shares, K Shares
and K-T Shares in our primary offering and $50,000,000 of A Shares in a private placement, and have
available for investment $500,000,000, or 90.91% of such gross proceeds available for investment. Our board
of directors has adopted a policy prohibiting us from paying acquisition fees, asset management fees, and
any disposition fees from the proceeds of this offering or from the proceeds of the sale of A Shares to our
advisor and its affiliates.
Prior Offerings
See the section entitled “Prior Performance Summary” in this prospectus for a summary of the prior
offerings of our sponsor and its principals.
Distribution Policy
In order to qualify as a REIT, we generally are required to make aggregate annual distributions to our
stockholders of at least 90% of our annual REIT taxable income determined without regard to the
dividends-paid deduction and excluding net capital gain. Our board of directors may authorize
distributions in excess of those required for us to maintain REIT status depending on our financial
condition and such other factors as our board of directors deems relevant. 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. Our goal is to eventually be in a position to make monthly distribution
payments. The timing and amount of distributions will be determined by our board of directors, in its
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 Internal Revenue
Code. We can provide no assurance that we will be able to pay distributions on our shares of common
stock.
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 this 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 of only
paying distributions from cash flows from operations or capital transactions (other than this or other
securities offerings, but which may include the sale of one or more assets). 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
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provides that amounts that would be needed, if we were to dissolve at the time of such distribution, to
satisfy the preferential rights upon dissolution of holders of K-I Shares, K 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.
In addition, the board of directors will reconsider our current distribution policy and may take further
action with respect to distributions for our common stock, and could consider eliminating, suspending, or
significantly reducing the payment of distributions until more information regarding the effect of the virus
and its duration is available. We paid quarterly distributions with respect to the quarters ended March 31,
2020, and June 30, 2020, and the partial distribution for the quarter ended September 30, 2020, with
operating cash flow, consistent with prior distributions. Our board of directors will make determinations as
to the payment of future distributions on a quarter-by-quarter basis; however, distributions will continue to
accumulate pursuant to our charter.
See “Description of Capital Stock — Distributions” for information regarding distributions paid to
our stockholders.
Leverage Policy
Our charter provides that the maximum amount of our total indebtedness shall not exceed 300% of
our total “net assets” (total assets (other than intangibles) at cost, before deducting depreciation, reserves
for bad debts or other non-cash reserves, less total liabilities) as of the date of any borrowing (which is the
maximum level of indebtedness permitted under the Statement of Policy Regarding Real Estate Investment
Trusts revised and adopted by the North American Securities Administrators Association on May 7, 2007,
or the NASAA REIT Guidelines, absent a satisfactory showing that a higher level is appropriate), 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.
Notwithstanding this 75% leverage limitation, we intend to target the greater of 50% loan-to-value or
loan-to-cost. However, during the initial stages of our offering, our leverage ratio could exceed our target
leverage ratio. We may exceed our leverage limit if such excess 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 exceeding such limit. However, this charter limitation does not apply to individual real
estate assets or investments. In addition, it is our intention to limit our borrowings to 75% of the aggregate
fair market value of our assets (calculated after the close of this offering and once we have invested
substantially all the proceeds of this offering), unless excess borrowing is approved by a majority of the
independent directors and disclosed to stockholders in our next quarterly report following such borrowing
along with justification for such excess borrowing. However, subsequent events, including changes in the
fair market value of our assets, could result in our exceeding these limits. See the section entitled
“Investment Objectives, Strategy and Policies — Borrowing Policies” in this prospectus for a more detailed
discussion of our borrowing policies.
Exit Strategy — Liquidity Event
We expect to complete a liquidity event approximately five to seven years after the termination of this
offering. Our board of directors will consider various forms of liquidity for our stockholders, including, but
not limited to: (i) the sale of all or substantially all of our assets for cash or other consideration and our
subsequent liquidation and distribution of remaining assets to our stockholders, which we refer to as a
“liquidation event”; (ii) the listing of the K-I Shares, K Shares, or K-T Shares (or a successor security) on a
national securities exchange (although, if we were to list our shares on a national securities exchange, we
expect that we would list K Shares (or successor securities)); and (iii) our company’s sale or merger in a
transaction that provides its stockholders with cash, securities, or a combination of cash and securities.
Market conditions and other factors could cause us to delay our liquidity event beyond the five to
seven years following the termination of this offering. Even after we decide to pursue a liquidity event, we
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are under no obligation to conclude our liquidity event within a set time frame because the timing of our
liquidity event will depend on real estate market conditions, financial market conditions, U.S. federal
income tax consequences to stockholders, and other conditions that may prevail in the future. We also
cannot assure you that we will be able to achieve a liquidity event.
If we do not begin the process of achieving a liquidity event by the seventh anniversary of the
termination of this offering, our charter requires a majority of our board of directors, including a majority
of our independent directors, to adopt a resolution declaring that a plan of liquidation of our company is
advisable and directing that the plan of liquidation be submitted for consideration at either an annual or
special meeting of stockholders, unless the adoption of a plan of liquidation by our board of directors and
submission of such plan to stockholders is postponed by a vote of a majority of our board of directors and
a majority of the independent directors. If we submit a plan of liquidation to our stockholders, holders of
A Shares, K-I Shares, K Shares and K-T Shares, voting together as a single class, will each be entitled to
one vote for each such share held as of the record data established by our board of such vote. If we have
sought and failed to receive approval of such stockholders of a plan of liquidation, we will continue
operating and, upon the written request of the holders of A Shares, K-I Shares, K Shares and K-T Shares
owning in the aggregate not less than 10% of the then outstanding A Shares, K-I Shares, K Shares and K-T
Shares, the plan of liquidation will be submitted for consideration by proxy statement to such stockholders
up to once every two years.
Conflicts of Interest
Our advisor will experience potential conflicts of interest in connection with the management of our
business affairs, including the following:
•

Through a facilities, personnel, equipment, and cost sharing agreement between our advisor and
sponsor (which we refer to as a cost sharing agreement), our advisor will utilize employees from
affiliated entities, including Procaccianti Companies, in connection with various services, such as
acquisitions, asset management, human resources, accounting, tax, valuation, information
technology services, office space, employees, compliance, and legal;

•

Our advisor will share personnel with its affiliates, and such personnel must determine which
investment opportunities to recommend to us or another program or joint venture managed by
our advisor or an affiliate, and must determine how to allocate resources among us and any other
future programs or investments managed by our advisor or its affiliates (see “Conflicts of
Interest — Policies and Procedures for Managing Conflicts”);

•

Our advisor, our property manager, their affiliates, and their employees will have to share
resources and allocate their time between us and the other real estate investment projects and
business activities in which they may be involved;

•

Our advisor may structure the terms of joint ventures between us and programs sponsored by
Procaccianti Companies affiliates;

•

Our advisor and its affiliates will have to allocate their time between us and other real estate
programs and activities in which they are involved;

•

Our advisor and its affiliates will receive fees in connection with the purchase, management, and
sale of our properties, regardless of the quality of the property acquired or the services provided
to us;

•

Due to the apparent preference of public markets for internally managed companies, a decision to
list our shares on a national securities exchange could be preceded by a decision to become
internally managed. Given our advisor’s familiarity with our assets and operations, we could
prefer to become internally managed by acquiring our advisor. Even though our advisor will not
receive internalization fees, such an internalization transaction could result in significant payments
to affiliates of our advisor irrespective of whether our stockholders received the returns on which
we have conditioned other back-end compensation, and we would not be required to seek a
stockholder vote to become internally managed; and
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•

All of our officers will face these conflicts because of their affiliation with our advisor. See the
“Conflicts of Interest” section of this prospectus for a detailed discussion of the various conflicts
of interest relating to your investment, as well as the procedures that we have established to
mitigate a number of these potential conflicts. See also “Risk Factors — Risks Related to
Conflicts of Interest”.

The following chart shows the ownership structure of the various entities that are affiliated with us, our
sponsor and our advisor.
ORGANIZATIONAL STRUCTURE
INDICATES OWNERSHIP

PROCACCIANTI COMPANIES’
KEY OFFICERS

STOCKHOLDERS
INDICATES CONTRACTUAL RELATIONSHIP

100%

TPG HOTEL REIT INVESTOR, LLC
(A SHARES) (1)

100%

100%

DEALER
MANAGEMENT
AGREEMENT

100%

SPONSOR:
PROCACCIANTI COMPANIES, INC.

DEALER MANAGER/DISTRIBUTOR:
S2K FINANCIAL LLC (2)

PROCACCIANTI HOTEL REIT, INC.

GENERAL
PARTNER

100%

ADVISORY
AGREEMENT
PROCACCIANTI HOTEL
REIT LP, LLC

SERVICES
AGREEMENT

LIMITED
PARTNER
SERVICE PROVIDER:
S2K SERVICING LLC
(B SHARES) (2)

ADVISOR:
PROCACCIANTI HOTEL ADVISORS, LLC
(3)

1%

PROCACCIANTI HOTEL REIT, L.P.

100%

PROPERTY MANAGER:
TPG HOTELS AND RESORTS, INC.
AND AFFILIATES OR DESIGNEES

HOTEL
MANAGEMENT
AGREEMENT

100%

TAXABLE REIT SUBSIDIARIES

LEASES

100%

SINGLE MEMBER LEGAL
ENTITIES (SPE)

(1) As of the date of this prospectus, TPG Hotel REIT Investor, LLC, an affiliate of our advisor, owned
approximately 554,410 A Shares, which were issued pursuant to a private placement.
(2) S2K Financial LLC and S2K Servicing LLC are both wholly owned subsidiaries of S2K Partners Co.
LLC. S2K Servicing LLC owns 125,000 B Shares of Procaccianti Hotel REIT, Inc.
(3) Procaccianti Hotel REIT LP, LLC, the limited partner of Procaccianti Hotel REIT, L.P., which is our
operating partnership, along with certain holders of Class K OP Units, collectively own 99% of the
interests in our operating partnership (we hold a 1.0% interest in the operating partnership as the
general partner). 128,124 Class K OP Units, valued at $10.00 per OP Unit, were issued on February 27,
2020, as partial consideration for our acquisition of the Hilton Garden Inn Property.
41

Compensation to Our Advisor and its Affiliates
We have no paid employees. Our advisor and its affiliates manage our day-to-day affairs. The following
table summarizes all of the compensation and fees we pay to our advisor and its affiliates, including
amounts to reimburse their costs in providing services. Our advisor, property manager, dealer manager, and
their affiliates will receive compensation and reimbursement for services relating to this offering. We will
also compensate our advisor for the investment and disposition of our assets and our property manager and
advisor for the management of our assets. The Service Provider (an affiliate of the dealer manager) will also
receive compensation for the services it will provide to us and our advisor; we have issued B Shares to the
Service Provider, and the Service Provider will be entitled to receive certain distributions from us by virtue
of its ownership of B Shares, and our advisor will pay a portion of the asset management fees, acquisition
fees, and disposition fees it receives to the Service Provider. The most significant items of compensation,
fees, expense reimbursements and other payments that we expect to pay to these entities and their affiliates
are included in the table below. For a more detailed discussion of compensation, see the table included in
the “Management Compensation” section of this prospectus, including the footnotes thereto.
Type of
Compensation

Selling
commissions(1) — Our
Dealer Manager

Dealer manager
fee(1) — Our Dealer
Manager

Determination of Amount

Offering/Acquisition/Operating Stage
We will pay our 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. No selling commissions are payable in
connection with K-I Shares. The dealer manager
will reallow all of such selling commissions to
participating broker-dealers. The source of funds to
pay these selling commissions will generally be the
proceeds from the sale of A Shares to our advisor
or its affiliates in a private placement.(1)
No selling commissions will be payable on account
of shares of any class acquired by our advisor, the
Service Provider and their affiliates or K-I Shares,
K Shares and K-T Shares sold pursuant to our
DRIP.
The selling commissions may be reduced or waived
in connection with certain categories of sales. See
“Plan of Distribution — Compensation of Dealer
Manager and Participating Broker-Dealers”,
“— Share Distribution Channels”, and “— Volume
Discounts”.
We will pay our dealer manager a dealer manager
fee of up to 3% of the gross offering proceeds from
the sale of K-I Shares, K Shares and K-T Shares.
The dealer manager may reallow a portion of its
dealer manager fees to participating broker- dealers.
For information on how we will fund the payment
of dealer manager fees with proceeds from the sale
of A Shares, see the answers to the questions
entitled “How are your organization and offering
expenses being paid in this offering?” and “How will
you ensure that sufficient A Shares are purchased to
fund your organization and offering expenses?” No
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Estimated Amount for
Targeted Maximum
Offering

Aggregate selling
commissions will equal
$35,000,000, assuming
(i) we sell $500,000,000 in
K Shares in the primary
offering, (ii) the maximum
selling commission and
dealer manager fee is paid
for each K Share sold, and
(iii) no shares are sold
pursuant to the DRIP.(2)

The aggregate dealer
manager fee will equal
$15,000,000, assuming
(i) we sell $500,000,000 in
K Shares in the primary
offering, (ii) the maximum
selling commission and
dealer manager fee is paid
for each K Share sold, and
(iii) no shares are sold
pursuant to the DRIP.

Type of
Compensation

Stockholder Servicing
Fee — Our Dealer
Manager

Determination of Amount

dealer manager fees will be payable on account of
shares of any class acquired by our advisor, the
Service Provider or their affiliates or K-I Shares,
K Shares and K-T Shares sold pursuant to our
DRIP. The dealer manager fee may be reduced or
waived in connection with certain categories of
sales. See “Plan of Distribution — Compensation
of Dealer Manager and Participating
Broker-Dealers” and “— Share Distribution
Channels”.
With respect to each K-T Share sold in our primary
offering only, we will pay our dealer manager a
stockholder servicing fee equal to 1.0%, annualized,
of the amount of our estimated NAV per
K-T Share for each K-T Share purchased in our
primary offering for providing services to a holder
of K-T Shares as described in the “Plan of
Distribution” section of the prospectus. The
stockholder servicing fee accrues daily and is
payable monthly in arrears. The dealer manager will
reallow all or a portion of the stockholder servicing
fee to participating broker-dealers and servicing
broker-dealers. We will cease paying the stockholder
servicing fee with respect to a K-T share sold in our
primary offering at the earlier of (i) the end of the
month in which our transfer agent, on our behalf,
determines that the aggregate underwriting
compensation paid from all sources with respect to
this offering equals 10% of the gross proceeds from
the sale of shares in our primary offering
(i.e., excluding proceeds from our DRIP); (ii) the
end of the month in which our transfer agent, on
our behalf, determines that total underwriting
compensation, including selling commissions, dealer
manager fees, the stockholder servicing fee and
other elements of underwriting compensation with
respect to such K-T Share, would be in excess of
10% of the total gross investment amount at the
time of purchase of such K-T Share in our primary
offering; (iii) the end of the month in which our
transfer agent, on our behalf, determines that the
stockholder servicing fee with respect to such
K-T Share would be in excess of 3.0% of the total
gross investment amount at the time of purchase of
such K-T Share in our primary offering; (iv) the
date on which such K-T Share is repurchased by us;
(v) the date on which the holder of such K-T Share
or its agent notifies us or our agent that he or she is
represented by a new participating broker-dealer;
provided that we will continue paying the
stockholder servicing fee, which shall be reallowed
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Estimated Amount for
Targeted Maximum
Offering

Actual amounts are
dependent upon the
estimated NAV per
K-T Share and the number
of K-T Shares purchased,
and therefore, cannot be
determined at the present
time.

Type of
Compensation

Determination of Amount

Estimated Amount for
Targeted Maximum
Offering

to the new participating broker-dealer, if the new
participating broker-dealer enters into a
participating dealer agreement or otherwise agrees
to ongoing services set forth in the dealer manager
agreement; and (vi) the listing of any class or series
of our stock on a national securities exchange, the
merger or consolidation of our company or the sale
of all or substantially all of our assets. At the time
we cease paying the stockholder servicing fee with
respect to a K-T Share pursuant to the provisions
above, and if such K-T Share remains outstanding,
such K-T Share (including any associated
K-T Share issued pursuant to the DRIP) will
convert into a number of K Shares (including any
fractional shares) with an equivalent estimated NAV
of such K-T Share as of the date of such
conversion. Stockholders will receive a
confirmation notice when their K-T Shares have
been converted into K Shares. We currently expect
that any such conversion will be on a one-for-one
basis, as we expect the estimated NAV per share of
each K-T Share and K Share to be the same. We
cannot predict if and when this will occur. Please
see the answer to the question entitled “Why are you
offering three classes of common stock, and what are
the similarities and differences among the classes?”
for a summary of the ongoing services for which
stockholder servicing fees are payable.
Acquisition Fee — Our
Advisor and Our Service
Provider

Pursuant to the advisory agreement, for services in
connection with selecting, evaluating, and acquiring
investments, we will pay our advisor an acquisition
fee equal to 1.5% of the gross contract purchase
price of each property, loan, or other real
estate-related investment purchased. “Gross
contract purchase price” means the amount actually
paid or allocated in respect of the purchase of, or
budgeted capital expenditures for, a property or the
amount actually paid or allocated in respect of the
purchase of loans or other real-estate related assets,
in each case inclusive of acquisition expenses and
any indebtedness assumed or incurred in respect of
such investment but exclusive of acquisition fees.
Payment of the acquisition fee to our advisor will
be deferred until the occurrence of (i) a liquidation
event (i.e., any voluntary or involuntary liquidation
or dissolution of us, including as a result of the sale
of all or substantially all of our assets for cash or
other consideration), (ii) our company’s sale or
merger in a transaction that provides our
stockholders with cash, securities, or a combination
of cash and securities, (iii) the listing of our shares
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Actual amounts depend
upon the amount of
proceeds available for
investment and the
leverage we incur.
Assuming we sell the
targeted maximum offering
amount in this offering of
$550,000,000, 99% of the
primary offering proceeds
are available for investment
and 100% of the DRIP
proceeds (see “Estimated
Use of Proceeds”), we
utilize a 50% leverage ratio,
and all of said proceeds are
used for acquiring assets,
our acquisition fees will
equal $16,350,000, of
which the Service Provider
would receive $4,087,500.
The amount of any interest
that accrues on deferred

Type of
Compensation

Other Organization and
Offering Expenses(1) —
Our Advisor and its
Affiliates

Determination of Amount

of capital stock on a national securities exchange, or
(iv) the termination (not in connection with one of
the preceding events) of the advisory agreement,
other than for cause, or the non-renewal of the
advisory agreement. We refer to the preceding
clauses (ii) and (iii) as an “Other Liquidity Event.”
The deferred acquisition fees will accrue interest at
a cumulative, non-compounded rate of 6.0% per
annum; provided, however, in the event we have not
completed a liquidation or Other Liquidity Event
by the fifth anniversary of the termination of this
offering or any follow-on offering, such interest will
cease to further accrue on the deferred acquisition
fees and deferred disposition fees.
See the answers to the questions entitled “Upon a
liquidation, how are liquidation proceeds to be
distributed?,” “If you list your shares, are any
payments due to your advisor or Service Provider?,”
and “If you are acquired or merge with another
entity, are any payments due to your advisor?” for
information regarding the payment of deferred
acquisition fees (and interest accrued thereon) upon
a liquidation and Other Liquidity Events, and the
answer to the question entitled “If you terminate the
advisory agreement for any other reason (other than
for cause), or if you elect not to renew the advisory
agreement, are any payments due to your advisor?”
for information regarding payment of deferred
acquisition fees (and interest accrued thereon) in the
event of a Non-cause Advisory Agreement
Termination. If we terminate the advisory
agreement for cause, the deferred acquisition fees
(and interest accrued thereon) will remain our
obligation and will continue to accrue interest and
will be satisfied upon a later liquidation or Other
Liquidity Event if the conditions for their payment,
at that time, are met.
The Service Provider (an affiliate of our dealer
manager) is entitled to a fee under the Services
Agreement equal to 25% of any consideration our
advisor receives (including accrued interest) on
account of the acquisition fee. Our advisor is
responsible for paying such fee to the Service
Provider. See “Conflicts of Interest — Service
Provider” for more information.
We will reimburse our advisor and its affiliates for
organization and offering costs they incur on our
behalf, either directly or through contract services
provided by affiliates, but only to the extent that
such reimbursement would not cause the sales
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Estimated Amount for
Targeted Maximum
Offering

acquisition fees cannot be
determined at this time.

$7,500,000, assuming we
sell the target maximum of
$500,000,000 in K Shares
in the primary offering.(3)

Type of
Compensation

Determination of Amount

Estimated Amount for
Targeted Maximum
Offering

commissions, the dealer manager fee, the
stockholder servicing fee and the other organization
and offering expenses we bear to exceed 15% of the
gross proceeds from this offering, in each case as of
the termination of this offering. Such
reimbursement of our advisor or its affiliates may
take the form of the issuance of A Shares to our
advisor or such affiliates, with such A Shares valued
at the applicable estimated NAV per K Share, or
may be funded with proceeds from the sale of A
Shares to our advisor or its affiliates in a private
placement. We estimate that organization and
offering expenses (other than selling commissions,
the dealer manager fee and stockholder servicing
fee) will be approximately 1.5% of primary offering
proceeds. Should such other organization and
offering expenses exceed 1.5% of primary offering
proceeds, we will sell additional A Shares to our
advisor and its affiliates in a private placement to
pay such excess other organization and offering
expenses, subject to the 15% limit discussed above.
To the extent that our total organization and
offering expenses exceed 15% of offering proceeds
as of the termination of this offering, our advisor
and its affiliates will bear such expenses, without
reimbursement from us.
Asset Management
We will pay our advisor a quarterly fee, which we
Fees — Our Advisor and refer to as the asset management fee, equal to
Our Service Provider
one-fourth of 0.75% of the adjusted cost of our
assets and 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 generally accepted accounting
principles (adjusted cost will include the purchase
price, acquisition expenses, capital expenditures,
and other customarily capitalized costs). However,
in the event we have not completed a liquidation or
Other Liquidity Event by the fifth anniversary of
the termination of this offering or any follow-on
offering, which we refer to as the Fifth Anniversary,
our advisor will not be entitled to receive any
additional asset management fees. For the
avoidance of doubt, all accrued and unpaid asset
management fees and interest amounts in
connection with such fees that are outstanding at
the Fifth Anniversary will remain due and payable
to our advisor.
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

46

Not determinable at this
time because the fee will be
determined at a future
point in time. There is no
maximum dollar amount
of this fee.

Type of
Compensation

Determination of Amount

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 the holders of the
K-I Shares, K Shares, K-T Shares, and any parity
securities. Any such deferred asset management fees
will accrue interest at a cumulative,
non-compounded rate of 6.0% per annum.
However, such interest will cease to further accrue
in the event we have not completed a liquidation or
liquidity event by the Fifth Anniversary.
Before the payment of special distributions on
account of any “excess cash” (see “Participation in
Excess Cash” below), any deferred and unpaid asset
management fees, plus all interest accrued thereon,
will be paid, but only after the holders of the
K-I Shares, K Shares, K-T Shares, and any parity
securities have been paid the full amount of any
accumulated, accrued, and unpaid distributions on
the K-I Shares, K Shares, K-T Shares, and any
parity securities.
See the answers to the questions entitled “Upon a
liquidation, how are liquidation proceeds to be
distributed?,” “If you list your shares, are any
payments due to your advisor or Service Provider?,”
and “If you are acquired or merge with another
entity, are any payments due to your advisor?” for
information regarding the payment of deferred
asset management fees (and interest accrued
thereon) upon a liquidation and Other Liquidity
Events, and the answer to the question entitled “If
you terminate the advisory agreement for any other
reason (other than for cause), or if you elect not to
renew the advisory agreement, are any payments due
to your advisor?” for information regarding payment
of deferred asset management fees (and interest
accrued thereon) in the event of a Non-cause
Advisory Agreement Termination. If we terminate
the advisory agreement for cause, the deferred asset
management fees (and interest accrued thereon) will
remain our obligation and will continue to accrue
interest and will be satisfied upon a later liquidation
or Other Liquidity Event if the conditions for their
payment, at that time, are met.
The Service Provider (an affiliate of our dealer
manager) is entitled to a fee under the Services
Agreement equal to 25% of any consideration our
advisor receives (including accrued interest) on
account of the asset management fee. Our advisor is
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Estimated Amount for
Targeted Maximum
Offering

Type of
Compensation

Determination of Amount

Estimated Amount for
Targeted Maximum
Offering

responsible for paying such fee to the Service
Provider. See “Conflicts of Interest — Service
Provider” for more information.
We will pay hotel property managers selected by our
advisor, which we expect to be affiliates of our
advisor, monthly property management fees equal
to the property managers’ actual costs incurred plus
a percentage of the monthly gross revenues of the
properties being managed for services in connection
with the rental, leasing, operation and management
of properties. Such property management fees will
be based upon market rates for such fees in the
markets in which the properties are located and the
nature of the services being performed, as
determined by our advisor and approved by a
majority of our board, including a majority of its
independent directors.
Construction
We will pay our property manager or third parties
Management Fee — Our selected by our advisor, after requesting bids from
Property Manager
such parties, a construction management fee (which
may include expense reimbursements) based on
market rates for such services in the markets in
which the properties are located and taking into
account the nature of the services being performed,
which generally will constitute the supervision or
coordination of any construction, improvements,
refurbishments, renovations, or restorations of our
hotel properties. If our advisor selects our property
manager or another affiliate of the sponsor to
perform such services, any resulting agreement must
be approved by a majority of our board, including a
majority of its independent directors.
Acquisition
We will reimburse our advisor for expenses actually
Expenses — Our
incurred (excluding personnel costs) related to
Advisor, third parties and selecting, evaluating, and making investments on
our Advisor’s Affiliates
our behalf, regardless of whether we actually
consummate the related investment.

Property Management
Fee and
Reimbursement — Our
Property Manager

Not determinable at this
time because the asset
management fee is based
on a fixed percentage of
the adjusted cost of our
assets and amounts paid or
allocated in respect thereof.
There is no maximum
dollar amount of this fee.

Not determinable at this
time because the fee is
based on actual costs
incurred, a
fixed percentage of gross
revenue, and market rates.
There is no maximum
dollar amount of this fee.

Not determinable at this
time because acquisition
expenses are based on
actual expenses incurred at
the time of the acquisition
of each asset or real
estate-related investment.

Our charter provides that in no event will the total
of all acquisition fees and acquisition expenses
payable with respect to a particular investment
exceed 6.0% of the contract purchase price of the
property unless a majority of our independent
directors approves the acquisition fees and expenses
and determines the transaction to be commercially
competitive, fair and reasonable to us.
Operating
Expenses — Our
Advisor and Affiliates

We will reimburse our advisor and its affiliates for
the costs our advisor and its affiliates incur in
providing administrative and other services to us,
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Not determinable at this
time.

Type of
Compensation

Participation in Excess
Cash — Our Advisor,
Our Service Provider or
Their Affiliates

Determination of Amount

Estimated Amount for
Targeted Maximum
Offering

including an allocable share of overhead, such as
rent, employee costs, benefit administration costs,
utilities and IT costs; provided, we will not
reimburse our advisor and its affiliates for employee
costs for persons who serve as our executive officers
or for services for which our advisor or its affiliates
receive acquisition fees, asset management fees, or
disposition fees. Our charter requires compliance
with the NASAA REIT Guidelines’ “2%/25%
limitation,” which provides that our total operating
expenses during any four fiscal quarters following
commencement of operations cannot exceed the
greater of (1) 2% of average invested assets or
(2) 25% of our net income. See footnote (3) to the
“Management Compensation” table for more
information regarding the “2%/25% limitation.”
If our board of directors determines, in any year,
Not determinable at this
that we have “excess cash,” our board will declare a time.
special distribution entitling (a) the holders of
K-I Shares, K Shares, K-T Shares, and parity
securities to share, pro rata accordance with the
number of K-I Shares, K Shares, K-T Shares and
parity securities, 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, as described
under “Payment upon Other Advisory Agreement
Termination” below); (b) the holders of B Shares to
share, pro rata in accordance with the number of B
Shares, 12.5% of any excess cash; and (c) the
holders of A Shares (including our advisor 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 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-I Shares, K Shares, K-T Shares, and parity
securities as noted above). See “Conflicts of
Interest — Service Provider” for more information
about the issuance of B Shares to the Service
Provider. See “Description of Capital Stock — A
Shares”.
See the answer to the question entitled “What rights
are afforded to stockholders who purchase K-I Shares,
K Shares and K-T Shares?” for a description of
“excess cash.” Our board of directors will authorize
distribution payments of any excess cash on an
annual basis.
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Type of
Compensation

Determination of Amount

Additional Service
If we request that our advisor or its affiliates
Fees — Our Advisor and perform other services, including but not limited to,
Affiliates
renovation evaluations, the compensation terms for
those services shall be approved by a majority of the
members of our board of directors, including a
majority of the board’s independent directors, on
terms that are deemed fair and reasonable to us and
not in excess of the amount that would be paid to
unaffiliated third parties.
Long-term incentive plan We established a long-term incentive plan pursuant
to which our directors (including independent
directors), officers and employees, our advisor and
its affiliates and their respective employees,
employees of entities that provide services to us,
managers of our advisor or directors or managers
of entities that provide services to us and their
respective employees, certain of our consultants and
certain consultants to our advisor and its affiliates
or entities that provide services to us and their
respective employees may be granted incentive
awards in the form of restricted stock, options, and
other equity-based awards; see
“Management — Long-Term Incentive Plan” of
this prospectus. For a description of the awards to
be granted to our independent directors, see
“Management — Compensation of Our Directors”
below.
Liquidation/Listing Stage
Disposition Fee — Our
Advisor, Our Service
Provider or Their
Affiliates

If our advisor or its affiliates provide a substantial
amount of services in connection with our sale of a
property or a real estate-related asset, as determined
by a majority of our board’s independent directors,
we will pay our advisor or such affiliate disposition
fee equal to up to one-half of the brokerage
commissions paid, but in no event exceeding 1.5%
of the sales price of each property or real
estate-related asset sold.
Payment of the disposition fee to our advisor will
be deferred until the occurrence of (i) a liquidation
event, (ii) an Other Liquidity Event, or (iii) a
Non-cause Advisory Agreement Termination. The
deferred disposition fees will accrue interest at a
cumulative, non-compounded rate of 6.0% per
annum; provided, however, in the event we have not
completed a liquidation or Other Liquidity Event
by the fifth anniversary of the termination of this
offering or any follow-on offering, such interest will
cease to further accrue on the deferred acquisition
fees and deferred disposition fees.
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Estimated Amount for
Targeted Maximum
Offering

Not determinable at this
time.

Not determinable at this
time.

Not determinable at this
time because the
disposition fee is based on
a fixed percentage of the
sales price of each real
property or real estate
related asset.

Type of
Compensation

Determination of Amount

Estimated Amount for
Targeted Maximum
Offering

See the answers to the questions entitled “Upon a
liquidation, how are liquidation proceeds to be
distributed?,” “If you list your shares, are any
payments due to your advisor or Service Provider?,”
and “If you are acquired or merge with another
entity, are any payments due to your advisor?” for
information regarding the payment of deferred
disposition fees (and interest accrued thereon) upon
a liquidation and Other Liquidity Event, and the
answer to the question entitled “If you terminate the
advisory agreement for any other reason (other than
for cause), or if you elect not to renew the advisory
agreement, are any payments due to your advisor?”
for information regarding payment of deferred
disposition fees in the event of a Non-cause
Advisory Agreement Termination. If we terminate
the advisory agreement for cause, the deferred
disposition fees (and interest accrued thereon) will
remain our obligation and will continue to accrue
interest and will be satisfied upon a later liquidation
or Other Liquidity Event if the conditions for their
payment, at that time, are met.
The Service Provider (an affiliate of our dealer
manager) is entitled to a fee under the Services
Agreement equal to 25% of any consideration our
advisor receives (including accrued interest thereon)
on account of the disposition fee. Our advisor is
responsible for paying such fee to the Service
Provider. See “Conflicts of Interest — Service
Provider” for more information.
Participation in
Remaining Liquidation
Cash — Our Advisor,
Our Service Provider or
Their Affiliates

Upon a liquidation event, any “remaining
Not determinable at this
liquidation cash” (as defined in the answer to the
time.
question entitled “What rights are afforded to
stockholders who purchase K-I Shares, K Shares and
K-T Shares?”) will be paid as a special distribution
(a) to the holders of K-I Shares, K Shares,
K-T Shares and parity securities, pro rata in
accordance with the number of K-I Shares,
K Shares, K-T Shares and parity securities, in an
amount equal to 50% of such remaining liquidation
cash (or 87.5% of such remaining liquidation cash if
the A Shares have been repurchased in connection
with a Non-cause Advisory Agreement
Termination, as described under “Payment upon
Other Advisory Agreement Termination” below);
(b) to the holders of B Shares, pro rata in
accordance with the number of B Shares, in an
amount equal to 12.5% of such remaining
liquidation cash; and (c) to the holders of A Shares,
pro rata in accordance with the number of A
Shares, in an amount equal to 37.5% of such
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Type of
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Determination of Amount

Estimated Amount for
Targeted Maximum
Offering

remaining liquidation cash (unless all such A Shares
previously have been repurchased in connection
with a Non-cause Advisory Agreement
Termination, in which case the remaining
liquidation cash otherwise apportioned to the A
Shares would be distributed to the holders of the K
Shares, K-I Shares, K-T Shares and parity securities
as noted above). See “Conflicts of Interest —
Service Provider” for more information about the
issuance of B Shares to the Service Provider. See
“Description of Capital Stock — A Shares”.
Payment Upon Listing of Pursuant to our charter, if we list any of our shares Not determinable at this
of capital stock on a national securities exchange
time.
Our Shares — Our
Advisor, Our Service
(which automatically results in a termination of the
Provider or Their
advisory agreement), our board of directors must
give prior notice of such listing to the holders of A
Affiliates
Shares. We expect that if we were to list any of our
shares of capital stock on a national securities
exchange, we would list K Shares (or successor
securities). In such event, such holders of A Shares
(including our advisor and its affiliates) will have
the right to either (a) receive one K Share (or
successor security) in exchange for each A Share
held as of the date our board gives notice of an
intended listing to our holders of A Shares (to be
effective on the date of such listing) or (b) require us
to repurchase each A Share for the consideration
described in “Description of Capital
Stock — Listing Event”.
In addition, we will be obligated, pursuant to the
advisory agreement, to pay our advisor the amount
it would be entitled to receive on account of
deferred asset management fees, acquisition fees,
and disposition fees (and any accrued interest
thereon) as if we liquidated and received liquidation
proceeds equal to the “market value” of our
company (as defined in the question “If you list
your shares, are any payments due to your advisor or
Service Provider?”), which is limited to the excess of
the market value over the liquidation preference on
K-I Shares, K Shares, K-T Shares and parity
securities, excluding K Shares issued in exchange for
A Shares.
The Service Provider (an affiliate of the dealer
manager) would be entitled to receive 25% of any
such amounts as a fee pursuant to the Services
Agreement. These amounts may be payable to our
advisor and the Service Provider in the form of a
promissory note bearing interest at the then-current
rate, as determined in good faith by a majority of
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Type of
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Determination of Amount

Estimated Amount for
Targeted Maximum
Offering

our board of directors, including a majority of our
independent directors, or in the form of capital
stock that was listed on a national securities
exchange, valued at the same price per share as that
used to determine market value. See footnote (5) to
the “Management Compensation” table for
information regarding the terms of such promissory
notes.
We will repurchase the A Shares held by
stockholders not electing to exchange their A
Shares for K Shares (or successor securities) at a
repurchase price determined as if we liquidated and
received liquidation proceeds equal to the market
value. See “Description of Capital Stock — Listing
Event” for a description of the consideration that
holders of A Shares may receive in connection with
a listing of our shares of capital stock. We may also
repurchase the B Shares for an amount equal to
12.5% of the excess market value over the
liquidation preference on K-I Shares, K Shares,
K-T Shares and parity securities, as described in the
answer to the question “If you list your shares, are
any payments due to your advisor or Service
Provider?” If the market value does not support
payment of such amounts, the B Shares will be
repurchased and canceled for no consideration. See
“Conflicts of Interest — Service Provider” for more
information about the issuance of B Shares to the
Service Provider.
All payments of the repurchase price, if any, and
whether on the A Shares or the B Shares, will be in
the form of an interest-bearing promissory note or
in the form of shares of our capital stock to be
listed on a national securities exchange, valued at
the same price per share as that used to determine
market value. Our board of directors, including a
majority of our independent directors, will
determine the form of consideration and the
interest rate on any promissory note. See footnote
(5) to the “Management Compensation” table for
information regarding the terms of such promissory
notes.
Payment Upon an M&A
Transaction — Our
Advisor, Our Service
Provider or Their
Affiliates

If we terminate the advisory agreement in
Not determinable at this
connection with or in contemplation of a
time.
transaction involving a merger or acquisition, we
would be obligated to pay our advisor the amount it
would be entitled to receive as if we liquidated and
received net liquidation proceeds equal to the
consideration to be paid to our stockholders in such
transaction. See the answer to the question “If you
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Type of
Compensation

Payment upon Other
Advisory Agreement
Termination — Our
Advisor, Our Service
Provider or Their
Affiliates

Determination of Amount

Estimated Amount for
Targeted Maximum
Offering

are acquired or merge with another entity, are any
payments due to your advisor?” for more
information on the payments our advisor is entitled
to under the advisory agreement. The Service
Provider (an affiliate of the dealer manager) would
be entitled to receive 25% of any such amounts as a
fee pursuant to the Services Agreement, which may
be payable to our advisor and the Service Provider
in cash or as a portion of the merger or acquisition
consideration. Our advisor is responsible for paying
such fee to the Service Provider.
Also see the answer to the question “If you are
acquired or merge with another entity, are any
payments due to your advisor?” for information on
the merger or acquisition consideration our advisor
may be entitled to receive as a holder of A Shares.
We may elect not to renew the advisory agreement. Not determinable at this
We also have the right to terminate the advisory
time.
agreement without “cause,” as defined in the
advisory agreement (i.e., we may terminate the
advisory agreement other than in connection with a
listing of our shares or a transaction involving a
merger or acquisition or other than for cause). We
refer to any such non-renewal or non-cause
termination as a “Non-cause Advisory Agreement
Termination.” In case of a Non-cause Advisory
Agreement Termination, pursuant to the advisory
agreement, we would be obligated to make a cash
payment to our advisor in the amount of 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, regardless of the value of
our assets or our net assets. The Service Provider
(an affiliate of the dealer manager) would be
entitled to receive 25% of any such payments as a
fee pursuant to the Services Agreement. Our
advisor is responsible for paying such fee to the
Service Provider.
In addition, pursuant to our charter, we would be
obligated to repurchase our A Shares for an amount
equal to the greater of: (1) any accrued common
ordinary distributions on our 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 we liquidated
and received net liquidation proceeds equal to the
fair market value (determined by appraisals as of
the termination date) of our investments less any
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Type of
Compensation

Payment Upon Advisory
Agreement Termination
for Cause — Our
Advisor, Our Service
Provider, or Their
Affiliates

Determination of Amount

Estimated Amount for
Targeted Maximum
Offering

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 our board of directors, including a
majority of our independent directors, in the form
of promissory notes bearing interest at the
then-current rate, as determined in good faith by a
majority of our board of directors, including a
majority of our independent directors. See footnote
(5) to the “Management Compensation” table for
information regarding the terms of such promissory
notes.
If we terminate the advisory agreement for cause (as
defined in the advisory agreement), we would not
have current obligation to make any payments to
our advisor or the Service Provider. 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 there on, 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 accrued
thereon would be payable upon a liquidation or an
Other Liquidity Event in the manners set forth
above. In addition, the A Shares and B Shares
would continue to participate in any excess cash or
remaining liquidation cash and would be entitled to
the rights upon a listing of our securities on a
national securities exchange or to participate in the
proceeds upon a liquidation, merger, or acquisition
transaction in the manner described above. This
includes A Shares and B Shares held by our advisor,
the Service Provider, and their affiliates.

(1) In order to provide the maximum amount of selling commissions, dealer manager fees and other
organization and offering expenses that may potentially be paid in connection with the offering, the
calculations relating to the maximum amounts of selling commissions, dealer manager fees and other
organization and offering expenses assume that a maximum amount of $500,000,000 in K Shares are
sold in the primary offering and $57,500,000 in A Shares are sold to our advisor and its affiliates in a
private placement to pay the related selling commissions, dealer manager fees and other organization
and offering expenses. As described under “Description of Capital Stock — A Shares — Advisor’s
Obligation to Purchase A Shares”, our advisor or its affiliates will be obligated to purchase A Shares
from us (at a price equal to the applicable estimated NAV per K Share) in a private placement in an
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aggregate amount sufficient to fund our payment of our organization and offering expenses, including
the selling commissions, dealer manager fees, stockholder servicing fees, and expense reimbursements
payable to the dealer manager, subject to certain limitations.
(2) The per share purchase price for shares of shares in our primary offering will be $7.95 per K-I Share,
$8.56 per K Share and $8.56 per K-T Share (which, in each case, includes the maximum amount
allowed to be charged for commissions and fees, subject to certain discounts as described in “Plan of
Distribution — Compensation of Dealer Manager and Participating Broker-Dealers” and “Plan of
Distribution — Volume Discounts”). In determining the amount of selling commissions and dealer
manager fees, we have assumed the sale of K-I Shares at a purchase price of $7.95 per K-I Share, the
sale of K Shares at a purchase price of $8.56 per K Share, and the sale of K-T Shares at a purchase
price of $8.56 per K-T Share.
(3) These figures are based on estimated other organization and offering expenses equaling 1.5% of
offering proceeds from the sale of K-I Shares, K Shares and K-T Shares. Other organization and
offering expenses may be more or less than this estimate.
Distribution Reinvestment Plan
Holders of K-I Shares, K Shares and K-T Shares may participate in our DRIP and elect to have all or
a portion of the cash distributions attributable to the their K-I Shares, K Shares and K-T Shares owned
automatically reinvested in additional K-I Shares, K Shares, or K-T Shares. Should a stockholder elect to
participate in our DRIP, distributions attributable to K-I Shares will be reinvested in additional K-I Shares,
distributions attributable to K Shares will be reinvested in additional K Shares and distributions in K-T
Shares will be reinvested in additional K-T Shares. During this offering and until our board of directors
determines to modify the purchase prices for shares in our DRIP to reflect the estimated NAV per share, the
purchase price for shares in our DRIP will be $8.13 per K-I Share, $8.13 per K Share, and $8.13 per K-T
Share. Our board of directors may amend, suspend or terminate the DRIP in its discretion at any time
upon 10 days’ notice to you. We may provide notice by including such information (a) in a Current Report
on Form 8-K or in our annual or quarterly reports, all publicly filed with the SEC or (b) in a separate
mailing to the participants. Following any termination of our DRIP, all subsequent distributions to
stockholders would be made in cash.
Amended and Restated Share Repurchase Program
On March 20, 2020, our board of directors decided to temporarily suspend repurchases under our
share repurchase program effective with repurchase requests that would otherwise be processed in
April 2020 due to the negative impact of the COVID-19 pandemic on our portfolio to date. On June 10,
2020, the Board determined to fully reopen the share repurchase program to all repurchase requests
commencing with the next quarter repurchase date, which was in July 2020. Any unprocessed requests will
automatically roll over to be considered for repurchase unless a stockholder withdraws the request for
repurchase five business days prior to the next repurchase date. Shares will be repurchased subject to and
upon the terms and conditions of the Company’s share repurchase program, as described in the Company’s
most recent prospectus, and repurchase prices will be based upon the Estimated Per Share NAVs in
accordance with the terms of the share repurchase program.
None of our capital stock is listed on a national securities exchange, and we do not intend to seek to
list our stock until our independent directors believe that the listing of our stock would be in the best
interest of our stockholders, if at all. In order to provide stockholders with the benefit of some interim
liquidity, our board of directors has adopted a share repurchase program available to holders of our K-I
Shares, K Shares, and K-T Shares, but there are significant conditions and restrictions that limit your
ability to have your K-I Shares, K Shares or K-T Shares repurchased under the plan. The terms of our
share repurchase program are more flexible in cases involving the death, qualifying disability, or other
involuntary exigent circumstance, in the sole discretion of our board of directors, of a stockholder. See
“Description of Capital Stock — Share Repurchase Program” for a definition of “qualifying disability.”
Repurchases of our K-I Shares, K Shares, and K-T Shares, when requested, are at our sole discretion
and generally will be made quarterly.
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The per share repurchase price will depend on the length of time you have held such shares as follows:
•

after one year from the purchase date, 92.5% of the most recent per share net asset value of the K
Shares, K-I Shares or K-T Shares, as applicable;

•

after two years from the purchase date, 95% of the most recent per share net asset value of the K
Shares, K-I Shares or K-T Shares, as applicable;

•

after three years from the purchase date, 97.5% of the most recent per share net asset value of the
K Shares, K-I Shares or K-T Shares, as applicable; and

•

after four years from the purchase date, 100% of the most recent per share net asset value of the K
Shares, K-I Shares or K-T Shares, as applicable.

Shares repurchased in connection with a stockholder’s death or qualifying disability will be
repurchased at a purchase price per share equal to 100% of the most recent per share net asset value of the
K Shares, K-I Shares and K-T Shares, as applicable. Notwithstanding the foregoing, pursuant to securities
laws and regulations, at any time we are 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 our board of directors, within one year
from the purchase date will be repurchased at a price per share equal to the price per share we would pay
had the stockholder held the shares for one year from the purchase date.
We are not obligated to repurchase shares of our common stock under our share repurchase program.
We will limit the number of shares repurchased pursuant to our share repurchase program as follows: (1) we
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); and (2) funding for the repurchase of K Shares, K-I Shares and K-T Shares will be
limited to net proceeds we receive from the sale of shares under our DRIP and any other operating funds
that may be authorized by our board of directors, in its sole discretion. The foregoing limits might prevent
us from accommodating all repurchase requests made in any fiscal quarter or in any 12-month period, in
which case quarterly repurchases will be made pro rata, except as described below. Further, our
management and/or board of directors reserves the right, in its sole discretion at any time, and from time to
time, to reject any request for repurchase for any or no reason.
We will determine whether we have sufficient funds and/or shares available as soon as practicable after
the end of each fiscal quarter, but in any event prior to the applicable repurchase date. If we cannot
purchase all shares presented for repurchase in any fiscal quarter, based upon insufficient cash available
and/or the limit on the number of shares we may repurchase during any year, we will give first priority to
the repurchase of deceased stockholders’ shares. While deceased stockholders’ shares will be included in
calculating the maximum number of shares that may be repurchased in any annual period, they will not be
subject to the annual percentage caps; therefore, if the volume of requests to repurchase deceased
stockholders’ shares in a particular quarter were large enough to cause the annual cap to be exceeded, even
if no other repurchase requests were processed, the repurchases of deceased stockholders’ shares would be
completed in full, assuming sufficient proceeds from the sale of shares under our DRIP or other operating
funds authorized by our board of directors were available. If sufficient funds are not available to pay all
such repurchases in full, the requests to repurchase deceased stockholders’ shares would be honored on a
pro rata basis. We will next give priority to (i) requests of stockholders with qualifying disabilities, and in
the discretion of our 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 K
Shares, K-I Shares and/or K-T Shares at the time we receive the request, in order to reduce the expense of
maintaining small accounts. Thereafter, we will honor the remaining quarterly repurchase requests on a
pro rata basis. Unfulfilled requests for repurchase will be carried over automatically to subsequent
repurchase periods unless a stockholder withdraws the request for repurchase five business days prior to the
next repurchase date.
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Repurchases of our K Shares, K-I Shares and K-T Shares will be made quarterly upon written request
to us 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, which we refer to as the “repurchase
date.” Stockholders may withdraw their repurchase request at any time up to five business days prior to the
repurchase date. For more information on the restrictions and limitations of the share repurchase program,
see the “Description of Capital Stock — Share Repurchase Program” section of the prospectus.
Emerging Growth Company
We are an “emerging growth company,” as defined in the Jumpstart Our Business Startups Act, or the
JOBS Act. For as long as we continue to be an emerging growth company, we may take advantage of
exemptions from various reporting requirements that are applicable to other public companies that are not
emerging growth companies, including not being required to comply with the auditor attestation
requirements of Section 404 of the Sarbanes-Oxley Act, reduced disclosure obligations regarding executive
compensation in our periodic reports and proxy statements and exemptions from the requirements of
holding a nonbinding advisory vote on executive compensation and stockholder approval of any golden
parachute payments not previously approved. Although these exemptions will be available to us, they will
not have a material impact on our public reporting and disclosure. In addition, because we have no
employees, we do not have any executive compensation or golden parachute payments to report in our
periodic reports and proxy statements.
We could be an emerging growth company for up to five years, although circumstances could cause us
to lose that status earlier. We will remain an emerging growth company until the earliest to occur of (i) the
last day of the fiscal year during which our total annual revenues equal or exceed $1 billion (subject to
adjustment for inflation), (ii) the last day of the fiscal year following the fifth anniversary of our initial
public offering, (iii) the date on which we have, during the previous three-year period, issued more than
$1 billion in non-convertible debt, or (iv) the date on which we are deemed a “large accelerated filer” under
the Exchange Act.
Under the JOBS Act, emerging growth companies can also delay the adoption of new or revised
accounting standards until such time as those standards apply to private companies. We may choose to take
advantage of the extended transition period for complying with new or revised accounting standards. As a
result, our financial statements may not be comparable to those of companies that comply with public
company effective dates.
Investment Company Act of 1940 Considerations
We intend to conduct our operations so that we and each of our subsidiaries are exempt from
registration as an investment company under the Investment Company Act of 1940, or the Investment
Company Act. Under Section 3(a)(1)(A) of the Investment Company Act, a company is an “investment
company” if it is, or holds itself out as being, engaged primarily, or proposes to engage primarily, in the
business of investing, reinvesting or trading in securities. Under Section 3(a)(1)(C) of the Investment
Company Act, a company is deemed to be an “investment company” if it is engaged, or proposes to engage,
in the business of investing, reinvesting, owning, holding or trading in securities and owns or proposes to
acquire “investment securities” having a value exceeding 40% of the value of its total assets (exclusive of
government securities and cash items) on an unconsolidated basis, which we refer to as the “40% test.”
“Investment securities” excludes U.S. Government securities and securities of majority-owned subsidiaries
that are not themselves investment companies and are not relying on the exception from the definition of
investment company set forth in Section 3(c)(1) or Section 3(c)(7) of the Investment Company Act.
We intend to acquire real estate and real estate-related assets directly, for example, by acquiring fee
interests in real property, or by purchasing interests, including controlling interests, in REITs or other “real
estate operating companies,” such as real estate management companies and real estate development
companies, that own real property. We have acquired and may acquire additional real estate assets through
investments in joint venture entities, including joint venture entities in which we may not own a controlling
interest. We anticipate that our assets generally will be held in wholly and majority-owned subsidiaries of
the company, each formed to hold a particular asset.
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Because we are organized as a holding company that will conduct its business primarily through our
operating partnership, which in turn is a holding company that will conduct its business through its
subsidiaries, we intend to conduct our operations and the operations of our operating partnership so that
each will comply with the 40% test. In addition, we expect that our wholly-owned and majority-owned
subsidiaries will not be relying on exemptions under either Section 3(c)(1) or 3(c)(7) of the Investment
Company Act. Consequently, interests in these subsidiaries (which are expected to constitute most, if not
all, of our assets) generally will not constitute “investment securities.” Accordingly, we believe that the
company and its wholly-owned and majority-owned subsidiaries will not be considered investment
companies under Section 3(a)(1)(C) of the Investment Company Act.
In addition, we believe that we, our operating partnership and any subsidiaries of our operating
partnership will not be considered investment companies under Section 3(a)(1)(A) of the Investment
Company Act because none of these entities will engage primarily or hold themselves out as being engaged
primarily in the business of investing, reinvesting or trading in securities. Rather, we, our operating
partnership and any subsidiaries will be primarily engaged in non-investment company businesses related to
real estate. Consequently, we expect that we, our operating partnership and any subsidiaries will be able to
conduct our respective operations such that none of these entities will be required to register as an
investment company under the Investment Company Act.
The determination of whether an entity is a majority-owned subsidiary of our company is made by us.
The Investment Company Act defines a majority-owned subsidiary of a person as a company 50% or more
of the outstanding voting securities of which are owned by such person, or by another company which is a
majority-owned subsidiary of such person. The Investment Company Act further defines voting securities
as any security presently entitling the owner or holder thereof to vote for the election of directors of a
company. We intend to treat companies in which we own at least a majority of the outstanding voting
securities as majority-owned subsidiaries for purposes of the 40% test. We do not intend to request that the
SEC staff approve our treatment of any particular entity as a majority-owned subsidiary. If the SEC staff
were to disagree with our treatment of one or more companies as majority-owned subsidiaries, we would
need to adjust our strategy and our assets in order to comply with the 40% test. Any such adjustment in our
strategy could have a material adverse effect on us.
Even if the value of investment securities held by any of our wholly-owned or majority-owned
subsidiaries were to exceed 40% of their respective total assets (exclusive of government securities and cash
items), we expect that such subsidiaries would be able to rely on the exclusion from the definition of
“investment company” provided by Section 3(c)(5)(C) of the Investment Company Act, which is available
for entities primarily engaged in the business of “purchasing or otherwise acquiring mortgages and other
liens on and interests in real estate.” This exclusion, as interpreted by the staff of the SEC, generally
requires that at least 55% of an entity’s assets must be comprised of mortgages and other liens on and
interests in real estate, also known as “qualifying assets,” and at least 80% of the entity’s assets must be
comprised of qualifying assets and a broader category of assets that we refer to as “real estate-related
assets” under the Investment Company Act. Additionally, no more than 20% of the entity’s assets may be
comprised of miscellaneous assets. For purposes of the exclusions provided by Section 3(c)(5)(C), we will
classify our investments based on no-action letters issued by the SEC staff and other SEC interpretive
guidance.
Qualification for exemption from the definition of “investment company” under the Investment
Company Act will limit our ability to make certain investments. For example, these restrictions may limit
the ability of the company and its subsidiaries to invest directly in mortgage-backed securities that represent
less than the entire ownership in a pool of mortgage loans, debt and equity tranches of securitizations and
certain asset-backed securities and real estate companies or in assets not related to real estate. Although we
intend to monitor our portfolio, there can be no assurance that we will be able to maintain this exemption
from registration for our company or each of our subsidiaries.
To the extent that the SEC staff provides more specific guidance regarding any of the matters bearing
upon the definition of investment company and the exceptions to that definition, we may be required to
adjust our investment strategy accordingly. For example, on August 31, 2011, the SEC issued a concept
release requesting comments regarding a number of matters relating to the exemption provided by
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Section 3(c)(5)(C) of the Investment Company Act, including the nature of assets that qualify for purposes
of the exemption and whether mortgage REITs should be regulated in a manner similar to investment
companies. Additional guidance from the SEC staff could provide additional flexibility to us, or it could
further inhibit our ability to pursue the investment strategy we have chosen.
Description of Securities
Uncertificated Shares
Our board of directors will authorize the issuance of shares of our stock without certificates. Instead,
your investment will be recorded on our books only. Our transfer agent maintains a stock ledger that
contains the name and address of each stockholder and the number of shares that the stockholder holds.
With respect to uncertificated stock, we will continue to treat the stockholder registered on our stock ledger
as the owner of the shares until the record owner and the new owner delivers a properly executed stock
transfer form to us, along with a fee to cover reasonable transfer costs, in an amount determined by our
board of directors. We will provide the required stock transfer form to you upon request.
Stockholder Meetings
We will hold annual meetings of our stockholders for the purpose of electing our directors and
conducting other business matters that may be presented at such meetings. We also may call special
meetings of stockholders from time to time. You are entitled to one vote for each share of common stock
you own at any of these meetings on all matters to which a common stockholder is entitled to vote.
Restriction on Share Ownership and Transfer
Our charter contains restrictions on ownership and transfer of the shares that, among other
restrictions, prevent any one person from owning directly or indirectly more than 9.8% in value of the
aggregate of our outstanding shares of stock or more than 9.8% (in value or in number of shares, whichever
is more restrictive) of the aggregate of the outstanding shares of our common stock, unless exempted
(prospectively or retroactively) by our board of directors. Your ability to transfer your shares to prospective
stockholders also will be limited unless (a) they meet the minimum suitability standards regarding income
or net worth, which are described in the “Investor Suitability Standards” section immediately following the
cover page of this prospectus, and (b) the transfer complies with minimum purchase requirements, which
are described in the sections of this prospectus entitled “Investor Suitability Standards” and “Plan of
Distribution.” For a more complete description of the shares, including this and other restrictions on the
ownership and transfer of our shares, please see the section entitled “Description of Capital Stock” in this
prospectus.
ERISA Considerations
Prospective investors with investment discretion over the assets of an individual retirement account,
employee benefit plan or other retirement plan or arrangement that is covered by ERISA or Section 4975 of
the Internal Revenue Code should carefully review the information in the section of this prospectus entitled
“ERISA Considerations.” Any such prospective investors are required to consult their own legal and tax
advisors on these matters.
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RISK FACTORS
An investment in our shares of common stock involves various risks and uncertainties. You should carefully
consider the following risk factors in conjunction with the other information contained in this prospectus before
purchasing our shares of common stock. The risks discussed in this prospectus can adversely affect our
business, operating results, prospects and financial condition. These risks could cause the value of our common
stock to decline and could cause you to lose all or part of your investment. The risks and uncertainties
described below are not the only ones we face, but do represent those risks and uncertainties that we believe are
material to our business, operating results, prospects and financial condition as of the date of this prospectus.
Risks Relating to an Investment in Us
No public market currently exists for our securities, and we have no current plans to list our shares on an
exchange. If you are able to sell your securities, you would likely have to sell them at a substantial discount
from the offering price.
There is no current public market for our securities, and we currently have no plans to list any of the
securities we are offering on a national securities exchange or to liquidate our assets by a specified date. You
may not sell your securities unless the buyer meets the applicable suitability and minimum purchase
standards. Any sale of your shares must also comply with applicable securities laws. Our charter also
contains a limitation on ownership that prohibits any person or entity from actually, constructively, or
beneficially acquiring or owning more than 9.8% in value of the aggregate of the outstanding shares of our
capital stock (which includes K Shares, K-I Shares and K-T Shares), or more than 9.8% in value or in
number of shares, whichever is more restrictive, of the aggregate of the outstanding shares of any class or
series of shares of our stock, unless exempted, prospectively or retroactively, by our board of directors. Our
board of directors may waive this ownership limit with respect to a particular person if the board receives
certain representations and warranties as required by our charter. This provision may inhibit large investors
from purchasing your shares. Moreover, our share repurchase program includes numerous restrictions that
limit your ability to sell your K Shares, K-I Shares or K-T Shares to us, and our board of directors may
amend, suspend or terminate our share repurchase program upon 30 days’ notice. We describe these
restrictions in detail under “Description of Capital Stock — Share Repurchase Program”. Therefore, it will
be difficult for you to sell your shares promptly or at all. If you are able to sell your shares, you will likely
have to sell them at a substantial discount from the price at which you purchased them from us. It is also
likely that your shares will not be accepted as the primary collateral for a loan. You should purchase our
shares only as a long-term investment because of their illiquid nature.
We may be unable to pay or maintain cash distributions or increase distributions over time.
There are many factors that can affect the availability and timing of cash distributions to stockholders.
Distributions will be based principally on cash available from our operations. The amount of cash available
for distribution is affected by many factors, such as our ability to acquire commercial real estate assets as
offering proceeds become available, income from such investments, and our operating expense levels, as well
as many other variables. Actual cash available for distribution may vary substantially from estimates. With
our limited operating history, we cannot assure you that we will be able to pay or maintain a level of
distributions or that distributions will increase over time. We cannot give any assurance that returns from
the investments that we acquire will increase, that the securities we buy will increase in value or provide
constant or increased distributions over time, or that future acquisitions of commercial real estate will
increase our cash available for distribution to stockholders. Our actual results may differ significantly from
the assumptions used by our board of directors in establishing the distribution rate to stockholders. We may
not have sufficient cash from operations to make a distribution required to qualify for or maintain our
REIT status, which may materially adversely affect your investment.
We have a limited operating history, which makes our future performance and the performance of your
investment difficult to predict.
We were organized on August 24, 2016. We have limited operations. Our lack of operating history
significantly increases the risk and uncertainty you face in investing in our shares.
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Purchases of shares of stock by our directors, our officers, officers and employees of our advisor or TPG,
other affiliates, and individuals designated by management in our offering should not influence investment
decisions of independent, unaffiliated investors.
Our directors, officers and employees of our advisor, TPG and other affiliates and individuals
designated by management may purchase K Shares and K-I Shares in the offering. Management may
designate individuals who have prior business and/or personal relationships with our executive officers,
directors, advisor, or sponsor, including, without limitation, any service provider, to purchase our K-I
Shares and K Shares and to receive certain discounts. There can be no assurance as to the amount, if any,
of K Shares and K-I Shares that these parties may acquire in the offering. Any shares purchased by
directors, officers, and employees of our dealer manager, other affiliates or friends of ours will be purchased
for investment purposes only. However, the investment decisions made by any such directors, officers,
officers and employees of our advisor or TPG, other affiliates, or friends should not influence your decision
to invest in our shares of common stock and you should make your own independent investment decision
concerning the risks and benefits of an investment in our securities.
If we are unable to find suitable investments, we may not be able to achieve our investment objectives or
pay distributions.
We will be competing to acquire real estate investments with other REITs, real estate limited
partnerships, pension funds and their advisors, bank and insurance company investment accounts and
other entities. Many of our competitors have greater financial resources and a greater ability to borrow
funds to acquire properties than we do. We cannot be sure that our advisor will be successful in obtaining
suitable investments on financially attractive terms or that, if our advisor makes investments on our behalf,
our objectives will be achieved. The more money we raise in our offering, the greater will be our challenge
to invest all of the net offering proceeds on attractive terms. Therefore, the size of our offering increases the
risk that we may pay too much for real estate acquisitions. If we, through our advisor, are unable to find
suitable investments promptly, we will hold the proceeds from the K Shares, K-I Shares and K-T Shares in
our offering in an interest-bearing account or invest the proceeds in short-term, investment-grade
investments and may, ultimately, liquidate. We expect we will earn yields substantially lower than the income
that we anticipate receiving from investments in the future that meet our investment objectives. As a result,
any distributions we make while our portfolio is not fully invested in properties meeting our investment
objectives may be substantially lower than the distributions that we expect to pay when our portfolio is fully
invested in properties meeting our investment objectives. In the event we are unable to timely locate suitable
investments, we may be unable or limited in our ability to pay distributions.
If we raise substantial offering proceeds in a short period of time, we may not be able to invest all of the
net offering proceeds promptly, which may cause our distributions and the long-term returns to our investors to
be lower than they otherwise might be.
We could suffer from delays in locating suitable investments. The more money we raise in our offering,
the more difficult it will be to invest the net offering proceeds promptly. Therefore, the size of our offering
increases the risk of delays in investing our net offering proceeds. Our reliance on our advisor to locate
suitable investments for us at times when the management of our advisor is simultaneously seeking to locate
suitable investments for other investment programs sponsored by our advisor’s affiliates could also delay the
investment of the proceeds of our offering. Delays we encounter in the selection and acquisition of
income-producing properties would likely limit our ability to pay distributions to you and reduce your
overall returns.
The personnel of our advisor do not have significant experience in operating under the constraints imposed
on us as a REIT, which may hinder the achievement of our investment objectives.
The Code imposes numerous constraints on the operations of REITs that do not apply to many of the
other investment vehicles managed by our sponsor, our advisor and their affiliates. Our qualification as a
REIT will depend upon our ability to meet requirements regarding our organization and ownership,
distributions of our income, the nature and diversification of our income and assets and other tests
imposed by the Code. Any failure to so comply could cause us to fail to satisfy the requirements associated
with REIT status. The personnel of our advisor do not have significant experience operating under these
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constraints, which may hinder our ability to take advantage of attractive investment opportunities and to
achieve our investment objectives. As a result, we cannot assure you that our advisor will be able to operate
our business under these constraints. If we fail to qualify as a REIT for any taxable year after electing REIT
status, we will be subject to federal income tax on our taxable income at corporate rates. In addition, we
would generally be disqualified from treatment as a REIT for the four taxable years following the year of
losing our REIT status. Losing our REIT status would reduce our net earnings available for investment or
distribution to stockholders because of the additional tax liability. In addition, distributions to stockholders
would no longer qualify for the dividends-paid deduction, and we would no longer be required to make
distributions. If this occurs, we might be required to borrow funds or liquidate some investments in order to
pay the applicable tax. For a discussion of the REIT qualification tests and other considerations relating to
our election to be taxed as REIT, see “Material U.S. Federal Income Tax Considerations”.
We depend upon key personnel of Procaccianti Companies, Inc. (our Sponsor), Procaccianti Hotel
Advisors, LLC (our advisor), and TPG Hotels and Resorts, Inc. and its affiliates and/or designees (our
property manager).
We are an externally managed REIT and therefore we do not have any internal management capacity
or employees. We will depend to a significant degree on the diligence, skill and network of business contacts
of certain of our executive officers and other key personnel of our advisor to achieve our investment
objectives. We expect that our advisor will evaluate, negotiate, structure, close and monitor our investments
in accordance with the terms of the advisory agreement. We also will depend on our property manager for
hotel property management and construction services.
We depend upon the senior professionals of our advisor and our property manager to maintain
relationships with potential investments, and we intend to rely upon these relationships to provide us with
potential investment opportunities. We do not intend to purchase “key person” insurance coverage with
respect to key personnel and the key personnel of our advisor or property manager. We cannot assure you
that these relationships will yield attractive investment opportunities. If these individuals do not maintain
their existing relationships with our advisor or property manager or maintain existing relationships or
develop new relationships with other sources of investment opportunities, we may not be able to grow our
investment portfolio. In addition, individuals with whom the senior professionals of our advisor and our
property manager have relationships are not obligated to provide us with investment opportunities.
Therefore, we can offer no assurance that such relationships will generate investment opportunities for us.
Our advisor is an affiliate of, and under common control with, Procaccianti Companies and will, in
turn, depend upon access to the investment professionals and other resources of Procaccianti Companies
and its affiliates to fulfill its obligations to us under the advisory agreement. Our advisor will also depend
on Procaccianti Companies to obtain access to deal flow generated by its professionals. We believe that our
future success depends, in a large part, on Procaccianti Companies’ ability to hire and retain highly skilled
managerial, operational and marketing personnel. Competition to retain such personnel is intense, and we
cannot assure you that Procaccianti Companies will be successful. Through a cost sharing agreement
between our advisor and the sponsor, our advisor may utilize employees from affiliated entities, including
Procaccianti Companies, in connection with various services such as human resources, accounting, tax,
valuation, information technology services, office space, compliance, and legal. Under this cost sharing
agreement, these costs are allocated to our advisor based on a per employee charge that is assigned to
provide services to it. To the extent an employee is not fully allocated to our advisor, the charge for services
is pro-rated accordingly. Procaccianti Companies and our advisor or its affiliates pay all of the employees
assigned to provide services to our advisor. We cannot assure you that Procaccianti Companies and its
affiliates will fulfill their obligations under this agreement with our advisor. If Procaccianti Companies and
its affiliates fail to perform, we cannot assure you that our advisor will enforce the cost sharing agreement,
that such agreement will not be terminated by either party, or that we will continue to have access to the
investment professionals of Procaccianti Companies and its affiliates, or their market knowledge and deal
flow.
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 the hotel properties will lease the hotel
properties to one or more TRSs. We expect all or substantially all of these subsidiaries will enter into
63

property management agreements with one or more affiliated property management companies. These
affiliated property management companies may include TPG Hotels & Resorts, Inc., an affiliate of our
sponsor and advisor, and TPG’s wholly owned subsidiaries, which we collectively refer to as TPG, or other
affiliates and/or designees of TPG. We refer to TPG and such other affiliates and/or designees collectively
as our property manager. If we acquire hotel property where we cannot use our property manager to
manage the property, we may use a third-party property management company. Generally, however, we
expect a substantial portion, if not all, of our hotel properties to be managed by our property manager.
If our advisor is unable to manage our investments effectively, we may be unable to achieve our investment
objectives.
Our ability to achieve our investment objectives will depend on our ability to manage our business and
to grow our business. This will depend, in turn, on our advisor’s ability to identify, invest in and monitor
properties that meet our investment criteria. The achievement of our investment objectives on a
cost-effective basis will depend upon our advisor’s execution of our investment process, its ability to provide
competent, attentive and efficient services to us and our access to financing on acceptable terms. Our
advisor has substantial responsibilities under the advisory agreement. The personnel of our advisor are
engaged in other business activities that could distract them and divert their time and attention such that
they can no longer dedicate a significant portion of their time to our business or such that they might
otherwise slow our rate of investment. Any failure to manage our business and our future growth effectively
could have a material adverse effect on our business, financial condition, results of operations and cash
flows.
We may not replicate the historical results achieved by other entities managed or sponsored by affiliates of
our advisor, members of our advisor’s investment committee or by Procaccianti Companies or its affiliates.
Our primary focus of acquiring and investing in a diversified portfolio of commercial real estate
consisting primarily of hospitality properties across the United States differs from that of certain existing
investment funds, accounts or other investment vehicles that are or have been managed by affiliates of our
advisor or members of our advisor’s investment committee or that are or have been sponsored by
Procaccianti Companies or its affiliates. In addition, many of the previously sponsored investment
programs by Procaccianti Companies were significantly different from us in terms of targeted assets,
regulatory structure and limitations, investment strategy and objectives and investment personnel. Past
performance is not a guarantee of future results, and there can be no assurance that we will achieve
comparable results of those Procaccianti Companies affiliates. In addition, investors in our K-I Shares, K
Shares and K-T Shares are not acquiring an interest in any such investment funds, accounts or other
investment vehicles that are or have been managed by affiliates of our advisor or members of our advisor’s
investment committee or sponsored by Procaccianti Companies or its affiliates. We also cannot assure you
that we will replicate the historical results achieved by members of the investment committee, and we
caution you that our investment returns could be substantially lower than the returns achieved by them in
prior periods. Additionally, all or a portion of the prior results may have been achieved in particular market
conditions that may never be repeated.
Because we are conducting a “blind pool” offering, you will not have the opportunity to evaluate our
investments before we make them, which makes an investment in us more speculative.
We have not identified all of the properties we will acquire with the net proceeds from the sale of K
Shares, K-I Shares and K-T Shares in our offering. Our ability to identify well-performing properties and
achieve our investment objectives depends upon the performance of our advisor in the acquisition of our
investments and the determination of any financing arrangements. The size of our offering increases the
challenges that our advisor will face in investing our net offering proceeds promptly in attractive properties,
and the continuing high demand for the type of properties we desire to purchase increases the risk that we
may pay too much for the properties that we do purchase. We will seek to invest substantially all of the net
proceeds from the sale of our K Shares, K-I Shares and K-T Shares, after the payment of certain fees and
expenses, in a diversified portfolio of commercial real estate investments consisting primarily of hotel
properties across the United States in accordance with our investment objectives and using the strategies
described in this prospectus. However, you will be unable to evaluate the economic merit of specific real
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estate projects before we invest in them. We expect to rely entirely on the ability of our advisor to select
suitable and successful investment opportunities. We will not provide you with information to evaluate our
proposed investments prior to our acquisition of those investments. Because of the illiquid nature of our
shares, even if we disclose information about our potential investments before we make them, it will be
difficult for you to sell your shares promptly or at all. Furthermore, our board of directors will have broad
discretion in implementing investment policies. These factors increase the risk that your investment may not
generate returns consistent with your expectations.
Distributions paid from sources other than our cash flows from operations, particularly from proceeds of
our offering, will result in us having fewer funds available for the acquisition of properties and other real
estate-related investments and may dilute your interests in us, which may adversely affect our ability to fund
future distributions with cash flows from operations and may adversely affect your overall return.
We have paid, and may continue to pay, distributions from sources other than our cash flow from
operations. Distributions declared for periods in which we did not own an interest in the four select-service
properties described herein were funded with proceeds from subordinated promissory notes that we entered
into with our advisor. While our board has adopted a policy to refrain from funding distributions with
offering proceeds, our charter contains no such limitation and our board of directors may change our
distribution policy in its sole discretion at any time subject to the provisions of Maryland law. Under
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 senior liquidation preferences, if any. Our charter currently provides that amounts that would
be needed, if we were to dissolve at the time of such distribution, 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.
For the year ended December 31, 2020, we paid aggregate distributions of $1,896,748, including
$1,713,172 of distributions paid in cash and 21,574 shares of our common stock issued pursuant to our
distribution reinvestment plan for $183,576. For the year ended December 31, 2020, our net loss
attributable to common stockholders was $3,826,605, we had negative FFO of $1,368,019 and net cash
used in operations of $477,792. For the year ended December 31, 2020, we funded $1,896,748, or 100%, of
total distributions paid, including shares issued pursuant to our distribution reinvestment plan, from gross
cash flow from operations at our hotel properties. Since inception, of the $3,528,321 in total distributions
paid through December 31, 2020, including shares issued pursuant to our distribution reinvestment plan,
we funded $3,434,127 or 97% from cash flow from operations and $94,194 or 3% from notes payable. For
information on how we calculate FFO and the reconciliation of FFO to net loss, see Item 7.
“Management’s Discussion and Analysis of Financial Condition and Results of Operations — Funds from
Operations and Modified Funds from Operations” of our Annual Report on Form 10-K for the year ended
December 31, 2020, which is incorporated herein by reference.
If we fund distributions from the proceeds of our offering, we will have less funds available for
acquiring properties or other real estate-related investments. As a result, the return you realize on your
investment may be reduced. Funding distributions from borrowings could restrict the amount we can
borrow for investments, which may affect our profitability. Funding distributions with the sale of assets or
the proceeds of our offering may affect our ability to generate cash flows. Funding distributions from the
sale of additional securities could dilute your interest in us if we sell our shares of common stock or
securities convertible or exercisable into our shares of common stock to third-party investors. Payment of
distributions from the mentioned sources could restrict our ability to generate sufficient cash flows from
operations, affect our profitability, or affect the distributions payable to you upon a liquidity event, any or
all of which may have an adverse effect on your investment. For a description of the factors that can affect
the availability and timing of cash distributions to stockholders, see the section of this prospectus captioned
“Description of Capital Stock — Distributions”.
Our advisor can resign on 60 days’ notice from its role as advisor, and we may not be able to find a
suitable replacement within that time, resulting in a disruption in our operations that could adversely affect our
financial condition, business, and results of operations and cash flows.
Our advisor has the right, under the advisory agreement, to resign at any time upon not less than
60 days’ written notice, whether we have found a replacement or not. If our advisor resigns, we may not be
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able to find a new advisor or hire internal management with similar expertise and ability to provide the
same or equivalent services on acceptable terms within 60 days, or at all. If we are unable to do so quickly,
our operations are likely to experience a disruption, and our financial condition, business and results of
operations, as well as our ability to pay distributions, are likely to be adversely affected. In addition, the
coordination of our management and investment activities is likely to suffer if we are unable to identify and
reach an agreement with a single institution or group of executives having the expertise possessed by our
advisor and its affiliates. Even if we are able to retain comparable management, the integration of such
management and its lack of familiarity with our investment objectives may result in additional costs and
time delays that may adversely affect our business, financial condition, results of operations and cash flows.
We will incur significant costs as a result of being a public company.
As a public company, we will be required to register our securities under the Securities Exchange Act
of 1934, as amended, or the Exchange Act, and we will incur legal, accounting and other expenses,
including costs associated with the periodic reporting requirements applicable to a company whose
securities are registered under the Exchange Act, as well as additional corporate governance requirements,
including requirements under the Sarbanes-Oxley Act of 2002, or the Sarbanes-Oxley Act, and other rules
implemented by the SEC.
We depend on information systems, and systems failures could significantly disrupt our business, which
may, in turn, negatively affect our ability to pay distributions to our stockholders.
Our business depends on the communications and information systems of Procaccianti Companies, to
which we have access through our advisor. In addition, certain of these systems are provided to Procaccianti
Companies by third-party service providers. Any failure or interruption of such systems, including as a
result of the termination of an agreement with any such third-party service provider, could cause delays or
other problems in our activities. This, in turn, could have a material adverse effect on our operating results
and negatively affect our ability to pay distributions to our stockholders.
Cybersecurity risks and cyber incidents may adversely affect our business by causing a disruption to our
operations, a compromise or corruption of our confidential information, and/or damage to our business
relationships, all of which could negatively impact our financial results.
A cyber incident is considered to be any adverse event that threatens the confidentiality, integrity or
availability of our information resources. These incidents may be an intentional attack or an unintentional
event and could involve gaining unauthorized access to our information systems for purposes of
misappropriating assets, stealing confidential information, corrupting data or causing operational
disruption. The result of these incidents may include disrupted operations, misstated or unreliable financial
data, liability for stolen assets or information, increased cybersecurity protection and insurance costs,
litigation and damage to our tenant and investor relationships. As our reliance on technology has increased,
so have the risks posed to our information systems, both internal to our advisor and its affiliates and those
that have been outsourced. There is no guarantee that any processes, procedures and internal controls our
advisor implements will prevent cyber intrusions, which could have a negative impact on our financial
results, operations, business relationships or confidential information.
Our rights and the rights of our stockholders to recover claims against our directors are limited, which
could reduce your and our recovery against them if they negligently cause us to incur losses.
Maryland law provides that a director has no liability in that capacity if he or she performs his or her
duties in good faith, in a manner he or she reasonably believes to be in our best interests and with the care
that an ordinarily prudent person in a like position would use under similar circumstances. Our charter
provides that no director generally shall be liable to us or our stockholders for monetary damages and that
we generally will indemnify them for losses unless, in the case of an independent director, such director is
grossly negligent or engages in willful misconduct or, in the case of our directors who are also our executive
officers or affiliates of our advisor, unless such directors are negligent or grossly negligent or engage in
willful misconduct. As a result, you and we may have more limited rights against our directors than might
otherwise exist under common law, which could reduce your and our recovery from these persons if they act
in a negligent manner. In addition, we may be obligated to fund the defense costs incurred by our
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independent directors (as well as by our other directors, officers, employees and agents) in some cases,
which would decrease the cash otherwise available for distributions to you. See “Management — Limited
Liability and Indemnification of Directors, Officers and Other Agents”.
Risks Related to Our Offering and Our Corporate Structure
We intend to disclose funds from operations and modified funds from operations, each a non-GAAP
financial measure, in future communications with investors, including documents filed with the SEC; however,
funds from operations and modified funds from operations are not equivalent to our net income or loss as
determined under generally accepted accounting principles, or GAAP, and you should consider GAAP
measures to be more relevant to our operating performance.
We will use, and we intend to disclose to investors, funds from operations, or FFO, and modified funds
from operations, or MFFO, which are non-GAAP financial measures. FFO and MFFO are not equivalent
to our net income or loss as determined in accordance with GAAP, and investors should consider GAAP
measures to be more relevant in evaluating our operating performance. FFO and MFFO, on the one hand,
and GAAP net income or loss, on the other hand, differ because FFO and MFFO exclude gains or losses
from sales of property and asset impairment write-downs, and add back depreciation and amortization and
adjust for unconsolidated partnerships and joint ventures. MFFO further excludes acquisition-related
expenses, amortization of above- and below-market leases, fair value adjustments of derivative financial
instruments, deferred rent receivables and the adjustments of such items related to non-controlling interests.
Because of the differences between FFO and MFFO and GAAP net income or loss, FFO and MFFO
may not be accurate indicators of our operating performance, especially during periods in which we are
acquiring properties. In addition, FFO and MFFO are not indicative of cash flow available to fund cash
needs and investors should not consider FFO and MFFO as alternatives to cash flows from operations or
an indication of our liquidity, or indicative of funds available to fund our cash needs, including our ability
to make distributions to our stockholders. Neither the SEC nor any other regulatory body has passed
judgment on the acceptability of the adjustments that we use to calculate FFO and MFFO. Also, because
not all companies calculate FFO and MFFO the same way, comparisons with other companies may not be
meaningful.
No investor may own more than 9.8% of our stock unless exempted by our board of directors, which may
discourage a takeover that could otherwise result in a premium price to our stockholders.
Our charter, with certain exceptions, authorizes our directors to take such actions as are necessary and
desirable to preserve our qualification as a REIT. There is a limitation on ownership that prohibits any
person or entity from actually, constructively or beneficially acquiring or owning more than 9.8% in value of
the aggregate of the outstanding shares of our capital stock (which includes K Shares, K-I Shares and K-T
Shares), or more than 9.8% in value or in number of shares, whichever is more restrictive, of the aggregate
of the outstanding shares of any class or series of shares of our stock, unless exempted, prospectively or
retroactively, by our board of directors. Our board of directors may waive this ownership limit with respect
to a particular person if the board receives certain representations and warranties as required by our
charter. This restriction may have the effect of delaying, deferring or preventing a change in control of us,
including an extraordinary transaction (such as a merger, tender offer or sale of all or substantially all of
our assets) that might provide a premium price for holders of our capital stock. See “Description of Capital
Stock — Restrictions on Transfer”.
Our charter permits our board of directors to issue stock with terms that may subordinate the rights of
our holders of K Shares, K-I Shares, K-T Shares, A Shares, and B Shares or discourage a third party from
acquiring us in a manner that could result in a premium price to our stockholders.
Our board of directors may classify or reclassify any unissued K Shares, K-I Shares, K-T Shares, A
Shares, or B Shares into other classes or series of stock and establish the preferences, conversion or other
rights, voting powers, restrictions, limitations as to distributions, qualifications and terms or conditions of
redemption of any such stock. Thus, our board of directors could authorize the issuance of a new class of
capital stock with terms and conditions that could have priority as to distributions and amounts payable
upon liquidation over the rights of the holders of our existing K Shares, K-I Shares, K-T Shares, A Shares,
67

and B Shares. Such new class of stock could also have the effect of delaying, deferring or preventing a
change in control of us, including an extraordinary transaction (such as a merger, tender offer or sale of all
or substantially all of our assets) that might provide a premium price to holders of our existing capital
stock.
We may grant stock-based awards to our directors, employees and consultants pursuant to a long-term
incentive plan, which will have a dilutive effect on your investment in us.
Our board of directors intends to adopt a long-term incentive plan, pursuant to which we will be
authorized to grant restricted stock, stock options, restricted or deferred stock units, performance awards
or other stock-based awards to directors, employees and consultants selected by our board of directors for
participation in the plan. We currently intend to issue awards of restricted K Shares to our independent
directors under our long-term incentive plan. Our executive officers, as key personnel of our advisor, also
may be entitled to receive awards in the future under our long-term incentive plan. If we issue additional
stock-based awards to eligible participants under our long-term incentive plan, the issuance of these
stock-based awards will dilute your investment in our shares of capital stock purchased in our offering.
Certain expected features of the long-term incentive plan could have a dilutive effect on your
investment in us, including (1) a lack of annual award limits, individually or in the aggregate (subject to the
limit on the maximum number of shares which may be issued pursuant to awards granted under the plan),
(2) the fact that the limit on the maximum number of shares which may be issued pursuant to awards
granted under the plan will not be tied to the amount of proceeds raised in the offering, and (3) share
counting procedures which we expect will provide that shares subject to certain awards, including, without
limitation, substitute awards granted by us to employees of another entity in connection with our merger or
consolidation with such company or shares subject to outstanding awards of another company assumed by
us in connection with our merger or consolidation with such company, will not be subject to the limit on the
maximum number of shares which may be issued pursuant to awards granted under the plan.
You will have limited control over changes in our policies and operations, which increases the uncertainty
and risks you face as a stockholder.
Our board of directors determines our major policies, including our policies regarding financing,
growth, debt capitalization, REIT qualification and distributions. Our board of directors may amend or
revise these and other policies without your vote except to the extent that such policies are set forth in our
charter. Our board’s broad discretion in setting policies and your inability to exert control over those
policies increases the uncertainty and risks you face as a stockholder.
Under the Maryland General Corporation Law and our charter, our stockholders are generally entitled
to vote only on the following matters: (a) election and removal of directors; (b) amendment of the charter,
except that our board of directors may amend our charter without stockholder approval to (i) increase or
decrease the aggregate number of our shares or the number of shares of any class or series that we have the
authority to issue, (ii) effect certain reverse stock splits, and (iii) change our name or the name or other
designation or the par value of any class or series of our stock and the aggregate par value of our stock;
(c) effect our liquidation or dissolution; and (d) to the extent required under Maryland law, effect a merger,
conversion or consolidation of us, a statutory share exchange, or the sale or other disposition of all or
substantially all of our assets. With respect to all matters, other than the election or removal of directors,
our board of directors must first adopt a resolution declaring that a proposed action is advisable and direct
that such matter be submitted to our stockholders for approval or ratification. These limitations on voting
rights may limit your ability to influence decisions regarding our business. Holders of our K-I Shares, K
Shares, K-T Shares and A Shares will have identical voting rights.
We may change our targeted investments without stockholder consent.
We expect our portfolio of investments in commercial real estate to consist primarily of hospitality
properties. Though this is our current target portfolio, we may make adjustments to our target portfolio
based on real estate market conditions and investment opportunities, and we may change our targeted
investments and investment guidelines at any time without the consent of our stockholders. Any such
change could result in our making investments that are different from, and possibly riskier than, the
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investments described in this prospectus. Our charter requires that our independent directors review our
investment policies at least annually to determine that the policies we are following are in the best interests
of our stockholders. These policies may change over time. A change in our targeted investments or
investment guidelines, which may occur without your consent, may increase our exposure to interest rate
risk, default risk and real estate market fluctuations, all of which could adversely affect our ability to make
distributions to you and the value of the securities we are offering through our prospectus.
You may not be able to have your K Shares, K-I Shares or K-T Shares repurchased under the share
repurchase program; if you are able to have your K Shares, K-I Shares or K-T Shares repurchased under the
share repurchase program, you may not be able to recover the amount of your investment.
Our board of directors has adopted a share repurchase program available to holders of our K Shares,
K-I Shares and K-T Shares, but there are significant conditions and limitations that limit your ability to
have your K Shares, K-I Shares or K-T Shares repurchased under the plan. Repurchases of our K Shares,
K-I Shares and K-T Shares, when requested, are at our sole discretion and generally will be made quarterly.
A holder of K Shares, K-I Shares or K-T Shares, as applicable, must have beneficially held its shares for at
least one year prior to offering them for sale to us through our share repurchase program, unless the K
Shares, K-I Shares or K-T Shares, as applicable, are being repurchased in connection with a stockholder’s
death, qualifying disability or other exigent circumstance as determined by our board of directors in its sole
discretion.
•

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

•

after one year from the purchase date, 92.5% of the most recent per share net asset value of the K
Shares, K-I Shares or K-T Shares, as applicable;

•

after two years from the purchase date, 95% of the most recent per share net asset value of the K
Shares, K-I Shares or K-T Shares, as applicable;

•

after three years from the purchase date, 97.5% of the most recent per share net asset value of the
K Shares, K-I Shares or K-T Shares, as applicable; and

•

after four years from the purchase date, 100% of the most recent per share net asset value of the K
Shares, K-I Shares or K-T Shares, as applicable.

Our repurchase of any K Shares, K-I Shares or K-T Shares will be limited to the extent that we do not
have, as determined in our board of director’s discretion, sufficient funds available to fund any such
repurchase. For additional information on our share repurchase program refer to the section entitled
“Description of Capital Stock — Share Repurchase Program.”
We are not obligated to repurchase shares of our common stock under our share repurchase program.
We will limit the number of shares repurchased pursuant to our share repurchase program as follows: (1) we
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); and (2) funding for the repurchase of K Shares, K-I Shares and K-T Shares will be
limited to net proceeds we receive from the sale of shares under our DRIP and any other operating funds
that may be authorized by our board of directors, in its sole discretion.
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, we may repurchase all of the shares held by that stockholder at the NAV
repurchase price in effect on the date we determine that the stockholder has failed to meet the minimum
balance, less any applicable repurchase discount.
Most of our assets will consist of properties which cannot be readily liquidated without affecting our
ability to realize full value upon their disposition. Therefore, we may not have sufficient liquid resources to
satisfy all repurchase requests. The share repurchase program will terminate immediately if our K Shares,
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K-I Shares, K-T Shares or any successor securities, are listed on any national securities exchange. In
addition, our board of directors may amend, suspend (in whole or in part) or terminate the share
repurchase program at any time upon 30 days’ notice. Further, our board of directors reserves the right, in
its sole discretion, to reject any requests for repurchases.
The provisions of our share repurchase program may limit your ability to have your shares repurchased
should you require liquidity and could limit your ability to recover the amount that you invested in our K
Shares, K-I Shares or K-T Shares. The terms of our share repurchase program contain fewer limitations for
repurchases sought as a result of a stockholder’s death, qualifying disability or other involuntary exigent
circumstance, in the sole discretion of the board of directors.
On March 20, 2020, our board of directors decided to temporarily suspend repurchases under our
share repurchase program effective with repurchase requests that would otherwise be processed in
April 2020 due to the negative impact of the coronavirus (COVID-19) pandemic on the Company’s
portfolio at the time; provided, however, we continued to process repurchases due to death in accordance
with the terms of our share repurchase program. On June 10, 2020, our board of directors determined to
fully reopen the share repurchase program to all repurchase requests commencing with the next quarter
repurchase date, beginning in July 2020. Shares will be repurchased subject to and upon the terms and
conditions our Amended and Restated Share Repurchase Program.
Risks Related to Our Offering
The estimated NAV per K Share, K-I Share and K-T Share are estimates as of a given point in time and
likely will not represent the amount of net proceeds that would result if we were liquidated or dissolved or
completed a merger or other sale of the company.
The estimated NAV per share and any subsequent values are likely to differ from the price at which a
stockholder could resell such shares because: (1) there is no public trading market for our shares at this
time; (2) the price does not reflect, and will not reflect, the fair value of our assets as we acquire them, nor
does it represent the amount of net proceeds that would result from an immediate liquidation of our assets
or sale of the Company, because the amount of proceeds available for investment from our offering is net of
acquisition fees and expenses; (3) the estimated NAV per share does not take into account how market
fluctuations affect the value of our investments, including how the current conditions in the financial and
real estate markets may affect the value of our investments; (4) the estimated NAV per share does not take
into account how developments related to individual assets may increase or decrease the value of our
portfolio; and (5) the estimated NAV per share does not take into account any premiums to value that may
be achieved in a liquidation or sale of our assets. Further, the value of our shares will fluctuate over time as
a result of, among other things, developments related to individual assets we may acquire and responses to
the real estate and capital markets. The estimated NAV per share does not reflect a discount for the fact that
we are externally managed. There are currently no SEC, federal and state rules that establish requirements
specifying the methodology to employ in determining an estimated NAV per share; provided, however, that
pursuant to FINRA rules, the determination of the estimated NAV per share must be conducted by, or with
the material assistance or confirmation of, a third-party valuation expert and must be derived from a
methodology that conforms to standard industry practice. Subsequent estimates of our estimated NAV per
share will be done at least annually. Our estimated NAV per share is an estimate as of a given point in time
and likely does not represent the amount of net proceeds that would result from an immediate sale of our
assets.
Our estimated NAV per share is based upon a number of estimates, assumptions, judgments and opinions
that may not be, or may later prove not to be, accurate or complete, which could make the estimated valuations
incorrect. As a result, our estimated NAV per share may not reflect the amount that you might receive for your
shares in a market transaction, and the purchase price you pay may be higher than the value of our assets per
share of common stock at the time of your purchase.
Currently, there are no SEC, federal or state rules that establish requirements specifying the
methodology to employ in determining an estimated NAV per share. The audit committee of our board of
directors, pursuant to authority delegated by our board of directors, was responsible for the oversight of
the valuation process, including the review and approval of the valuation process and methodology used to
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determine our estimated NAV per share, the consistency of the valuation methodologies with real estate
industry standards and practices and the reasonableness of the assumptions used in the valuations.
Pursuant to the prior approval of the audit committee of our board of directors, which is solely comprised
of our independent directors, in accordance with the valuation policies previously adopted by our board of
directors, we engaged Robert A. Stanger & Co., Inc., or Stanger, an independent third-party valuation firm,
to assist with determining the estimated NAV per share. Our estimated NAV per share was determined after
consultation with our advisor and Stanger. Stanger prepared a net asset value report or the NAV Report,
which estimates the estimated NAV per K Share, K-I Share and K-T Share as of the NAV pricing date. The
valuation was based upon the estimated value of our assets less the estimated value of our liabilities divided
by the number of shares outstanding on an adjusted fully diluted basis, calculated as of the NAV pricing
date, and was performed in accordance with the IPA Valuation Guidelines. The estimated NAV per share
was determined by our board of directors. Subsequent estimates of our estimated NAV per K Share, K-I
Share and K-T Share will be prepared at least annually. Our estimated NAV per share is an estimate as of a
given point in time and likely does not represent the amount of net proceeds that would result from an
immediate sale of our assets. The estimated NAV per share is not intended to be related to any values at
which individual assets may be carried on financial statements under applicable accounting standards. We
do not intend to release any of the data supporting the estimated NAV per share.
It may be difficult to accurately reflect material events that may impact our estimated NAV per share
between valuations, and accordingly we may be selling and repurchasing shares at too high or too low a price.
Our independent third-party valuation expert will calculate estimates of the market value of our
principal real estate and real estate-related assets that we acquire, and our board of directors will determine
the net value of such real estate and real estate-related assets and liabilities taking into consideration such
estimates provided by the independent third-party valuation expert. Our board of directors is ultimately
responsible for determining the estimated NAV per share. Since our board of directors will determine our
estimated NAV per share at least annually, there may be changes in the value of our properties that are not
fully reflected in the most recent estimated NAV per share. As a result, the published estimated NAV per
share may not fully reflect changes in value that may have occurred since the prior valuation. Furthermore,
our advisor will monitor our portfolio, but it may be difficult to reflect changing market conditions or
material events that may impact the value of our portfolio between valuations, or to obtain timely or
complete information regarding any such events. Therefore, the estimated NAV per share published before
the announcement of an extraordinary event may differ significantly from our actual estimated NAV per
share until such time as sufficient information is available and analyzed, the financial impact is fully
evaluated, and the appropriate adjustment is made to our estimated NAV per share, as determined by our
board of directors. Any resulting disparity may be to the detriment of a purchaser of our shares or a
stockholder selling shares pursuant to our share repurchase program.
Our ability to conduct our offering successfully depends, in part, on the ability of the dealer manager to
successfully establish, operate and maintain a network of broker-dealers.
The success of our public offering, and correspondingly our ability to implement our business strategy,
is dependent upon the ability of our dealer manager to establish and maintain a network of licensed
securities broker-dealers and other agents to sell our securities. While principals of our dealer manager, S2K
Financial LLC, have experience in selling securities of other non-traded REITs, S2K Financial LLC is a
relatively new wholesale broker-dealer that has not yet conducted any other offerings similar to our offering.
The past success of the dealer manager’s principals cannot be relied upon as predictive of the dealer
manager’s performance in our offering. There is therefore no assurance that the dealer manager will be able
to sell a sufficient number of shares to allow us to have adequate funds to make our investments. If the
dealer manager fails to perform, we may not be able to raise adequate proceeds through our public offering
to implement our investment strategy. In addition, because we are conducting a “best efforts” offering, we
may not raise proceeds in our offering sufficient to meet our investment objectives. If we are unsuccessful in
implementing our investment strategy, you could lose all or a part of your investment.
Your interest in us could be diluted if we issue additional shares, which could reduce the overall value of
your investment.
Existing stockholders and potential investors in our offering do not have preemptive rights to any
shares we issue in the future. Our charter authorizes the issuance of 248,125,000 shares of capital stock, of
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which (a) 55,500,000 shares are classified as K Shares with a par value of $0.01 per share, (b) 55,500,000
shares are classified as K-I Shares with a par value of $0.01 per share, (c) 116,000,000 shares are classified
as K-T Shares with a par value of $0.01 per share, (d) 125,000 shares are classified as B Shares with a par
value of $0.01 per share, and (e) 21,000,000 shares are classified as Class A Shares with a par value of $0.01
per share. Our board of directors may amend the charter from time to time to increase or decrease the
aggregate number of authorized shares or the number of authorized K Shares, K-I Shares, K-T Shares, A
Shares, or shares of any other class or series of stock without stockholder approval. After your investment
in us, our board may elect to (1) sell additional shares in our offering or future private placements or public
offerings; (2) issue shares of capital stock under a long-term incentive plan to our independent directors or
to employees of our advisor or its affiliates; (3) issue shares to our advisor, our Service Provider, or their
successors or assigns, in payment of an outstanding fee obligation or as consideration in a related-party
transaction; or (4) issue K Shares (or another class of securities as determined by our board of directors) to
sellers of properties we acquire in connection with an exchange of property for limited partnership interests
of our operating partnership. To the extent we issue additional equity interests after your purchase in our
offering, your percentage ownership interest in us will be diluted. Further, depending upon the terms of
such transactions (most notably the offering price per share, which may be less than the price paid per share
in any offering under our prospectus) and the value of our properties, existing stockholders may also
experience a dilution in the book value of their investment in us. Investors who purchase shares in our
offering will likely suffer dilution of their equity investment in us as a result of the issuance of shares
pursuant to the DRIP and the issuance of shares to purchasers who qualify for volume discounts, as DRIP
purchases and volume discount purchases represent a discount to the initial purchase price per K Share, K-I
Share and K-T Share in our primary offering, as applicable, and we will not sell additional A Shares to our
advisor or its affiliates to fund the difference between the initial purchase price and discounted price in
connection with such sales as we do for discounts to the initial purchase price of shares that are not through
volume discounts and K-I Shares sold in our primary offering (in order for net proceeds available to invest
to equal $10.00 per K Share, K-I Share and K-T Share).
The potential return to holders of K Shares, K-I Shares and K-T Shares in our offering would be limited
should we return in excess of 9.84% on their investment.
By investing 100% of the proceeds from K Shares, K-I Shares and K-T Shares in assets, we believe we
provide holders of K Shares, K-I Shares and K-T Shares with a greater likelihood of preservation of capital
and consistent distributions that are not funded with return of capital sources. In exchange for this lower
risk, holders of our K Shares, K-I Shares and K-T Shares would be limited in their potential return on
investment, as compared to a traditional public non-traded REIT structure, should we return in excess of
9.84% on their investment, as described in the answer to the question “How does the potential return to
holders of K-I Shares, K Shares and K-T Shares in this offering compare to the potential return to stock
holders of other publicly registered, non-traded REITs?” beginning on page 16 of this prospectus.
S2K Servicing, LLC (the “Service Provider”) may receive certain distributions as the holder of the B
Shares regardless of its performance under the Services Agreement.
The Service Provider, as a holder of B Shares, may be entitled to receive a special distribution with
respect to participation in excess cash and remaining liquidation cash (as discussed under “Management
Compensation — Participation in Excess Cash” and “Management Compensation — Participation in
Remaining Liquidation Cash”) equal to 12.5% of such excess cash and 12.5% of such remaining liquidation
cash. The Service Provider may be entitled to this special distribution regardless of how well it performs
under the Services Agreement.
If we were to become internally managed, we would pay substantial fees to our advisor prior to holders of
K Shares, K-I Shares and K-T Shares receiving their agreed-upon investment returns. In addition, we will pay
substantial fees and expenses to our property manager and their affiliates, and will reimburse our advisor and
its affiliates for expenses, which payments increase the risk that you will not earn a profit on your investment.
Pursuant to our agreements with affiliated property managers, we may pay significant property
management fees to our property manager and may be obligated to reimburse our property manager for
certain expenses it incurs in providing services. We also will be obligated under our advisory agreement with
our advisor to reimburse our advisor and its affiliates for expenses they incur in connection with their
providing services to us, including certain personnel services.
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We may also pay significant fees during our listing/liquidation stage. Although most of the fees payable
during our listing/liquidation stage are contingent on holders of K Shares, K-I Shares and K-T Shares first
enjoying agreed-upon investment returns, affiliates of our advisor could also receive significant payments
even without our reaching specific investment-return thresholds should we seek to become internally
managed. Due to the apparent preference of the public markets for internally managed companies, a
decision to list our shares on a national securities exchange could be preceded by a decision to become
internally managed. Given our advisor’s familiarity with our assets and operations, we might prefer to
become internally managed by acquiring our advisor. Even though our advisor will not receive
internalization fees, such an internalization transaction could result in significant payments to affiliates of
our advisor irrespective of whether you received the returns on which we have conditioned other back-end
compensation, and we would not be required to seek a stockholder vote to become internally managed.
These fees and other potential payments increase the risk that the amount available for distribution to
stockholders upon a liquidation of our portfolio would be less than the purchase price of the shares in our
offering. Substantial consideration paid to our advisor and its affiliates also increases the risk that you will
not be able to resell your shares at a profit, even if our shares are listed on a national securities exchange.
See “Management Compensation.”
If we internalize our management functions, the percentage of our outstanding capital stock owned by our
other stockholders could be reduced, and we could incur other significant costs associated with being
self-managed.
In the future, our board of directors may consider internalizing the functions performed for us by our
advisor by, among other methods, acquiring our advisor’s assets. The method by which we could internalize
these functions could take many forms. There is no assurance that internalizing our management functions
would be beneficial to us and our stockholders.
If we elect not to renew the advisory agreement or terminate the advisory agreement without “cause”
as defined in the advisory agreement (i.e., other than in connection with a listing of our shares or a
transaction involving a merger or acquisition or other than for cause), which we define as a “Non-cause
Advisory Agreement Termination,” we would be obligated to make a cash payment to our advisor in the
amount of 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, regardless of the value of our assets or our net assets. The Service Provider
(an affiliate of our dealer manager) would be entitled to receive 25% of any such payments as a fee pursuant
to the Services Agreement. In addition, pursuant to our charter, we would be obligated to repurchase our A
Shares for an amount equal to the greater of: (1) any accrued common ordinary distributions on our 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 we liquidated and received net liquidation proceeds equal to the
fair market value (determined by appraisals as of the termination date) of our investments less any loans
secured by such investments, limited in the case of non-recourse loans to the value of investments securing
such loans. The amounts payable on account of the repurchase of A Shares may be paid, in the discretion
of a majority of our board of directors, including a majority of our independent directors, in the form of
promissory notes bearing interest at the then-current rate, as determined in good faith by a majority of our
board of directors, including a majority of our independent directors. Any B Shares then outstanding
would remain outstanding.
As mentioned above, we could internalize our management function via multiple forms. If we acquire
our advisor’s assets, stockholders may be entitled to certain merger consideration, but we are not obligated
to repurchase our A Shares. See the section of this prospectus entitled “Management — Advisory
Agreement” and the section in this prospectus entitled “Management Compensation”, which includes a
detailed description of the fees and expense reimbursements payable to our advisor, including any payments
due upon a termination of the advisory agreement.
An acquisition of our advisor could also reduce earnings per share and funds from operation per share.
Additionally, we may not realize the perceived benefits or we may not be able to properly integrate a
new staff of managers and employees or we may not be able to effectively replicate the services provided
previously by our advisor, property manager or their affiliates. Internalization transactions, including
73

without limitation, transactions involving the acquisition of affiliated advisors or property managers have
also, in some cases, been the subject of litigation. Even if these claims are without merit, we could be forced
to spend significant amounts of money defending claims which would reduce the amount of funds available
for us to invest in properties or other investments and to pay distributions. All of these factors could have a
material adverse effect on our results of operations, financial condition and ability to pay distributions.
If we are unable to obtain funding for future capital needs, cash distributions to you and the value of our
investments could decline.
We must comply with operating standards and terms and conditions imposed by the franchisors of the
hotel properties under which our hotel properties will operate. Hotel properties generally have an ongoing
need for renovations and other capital improvements, including replacements, from time to time, of
furniture, fixtures, and equipment. Franchisors of hotel properties will require that we make periodic capital
improvements pursuant to our management agreements or as a condition of maintaining franchise licenses.
Generally, we will be responsible for the cost of these capital improvements. Hotel renovation involves
substantial risks, including:
•

construction cost overruns and delays;

•

the disruption of operations and displacement of revenue, including revenue lost while rooms,
restaurants or meeting spaces under renovation are out of service;

•

the cost of funding renovations and an inability to obtain financing on attractive terms;

•

the return on our investment in these capital improvements;

•

inability to obtain all necessary zoning, land use, building, occupancy, and construction permits;

•

possible environmental problems; and

•

disputes with franchisors or property managers regarding compliance with relevant franchise
agreements or management agreements.

We intend to use substantially all of the proceeds of K Shares, K-I Shares and K-T Shares from our
offering, net of expenses, to acquire and invest in real estate investments in the United States in accordance
with our investment objectives and using the strategies described in this prospectus. We have not established
limits on the use of proceeds of K Shares, K-I Shares and K-T Shares from our offering and, while we do
not intend to do so, we may use such proceeds to fund distributions to our stockholders. We do not intend
to reserve significant proceeds from our offering for future capital needs. Accordingly, if we need significant
capital in the future to improve or maintain our properties or for any other reason, we will have to obtain
financing from other sources, such as cash flow from operations, borrowings, property sales or future equity
offerings. These sources of funding may not be available on attractive terms or at all. If we cannot procure
additional funding for capital improvements, our investments may generate lower cash flows or decline in
value, or both, which would limit our ability to make distributions to you and could reduce the value of
your investment. However, our board of directors has the authority under our organizational documents, in
its sole discretion, to the extent permitted by Maryland law, to fund distributions from other sources,
including, without limitation, the sale of assets, borrowings, offering proceeds and the deferral of fee and
expense reimbursements by our advisor.
The inability of our advisor to purchase A Shares in an amount sufficient to fund the payment of
organizational and offering expenses associated with the sale of K Shares, K-I Shares, and K-T Shares may
cause the long-term returns to our investors to be lower than they otherwise might be.
Our advisor agreed to purchase A Shares in a private placement in an amount sufficient to fund the
payment of organizational and offering expenses associated with the sale of K Shares, K-I Shares, and K-T
Shares. We reviewed the background, financial health, and prior performance of our advisor as well of our
sponsor and their affiliates, and while we believe that our advisor and its affiliates, each have respectively,
the ability to perform under any agreements obligating them to purchase A Shares, each could fail to make
the appropriate purchases. Our advisor and its affiliates’ failure to fulfill their obligations to purchase A
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Shares in an amount sufficient to fund the payment of organizational and offering expenses associated with
the sale of K Shares, K-I Shares, and K-T Shares would adversely affect our ability to fund such
organizational and offering expenses and adversely affect your overall return.
Our board of directors has opted out of provisions of the Maryland General Corporation Law relating to
deterring or defending hostile takeovers. Although we will not currently be afforded this protection, our board
of directors could opt into these provisions of Maryland law in the future, which may discourage others from
trying to acquire control of us and may prevent you from receiving a premium price for their shares in
connection with a business combination.
Under Maryland law, “business combinations” between a Maryland corporation and certain interested
stockholders, or affiliates of interested stockholders, are prohibited for five years after the most recent date
on which the interested stockholder becomes an interested stockholder. These business combinations
include a merger, consolidation, share exchange, or, in circumstances specified in the statute, an asset
transfer or issuance or reclassification of equity securities. An interested stockholder is defined as:
•

any person who beneficially owns, directly or indirectly, 10% or more of the corporation’s
outstanding voting stock; or

•

an affiliate or associate of the corporation who, at any time during the two-year period prior to
the date in question, was the beneficial owner, directly or indirectly, of 10% or more of the voting
power of the then outstanding securities of the corporation.

After the five-year prohibition, any business combination between a Maryland corporation and an
interested stockholder generally must be recommended by the board of directors of the corporation and
approved by the affirmative vote of at least:
•

80% of the votes entitled to be cast by holders of outstanding shares of voting stock of the
corporation; and

•

two-thirds of the votes entitled to be cast by holders of voting stock of the corporation other than
shares held by the interested stockholder with whom or with whose affiliate the business
combination is to be effected or held by an affiliate or associate of the interested stockholder.

Also, under Maryland law, control shares of a Maryland corporation acquired in a control share
acquisition have no voting rights except to the extent approved by a vote of stockholders entitled to cast
two-thirds of the votes entitled to be cast on the matter. Shares owned by the acquirer, an officer of the
corporation or an employee of the corporation who is also a director of the corporation, are excluded from
the vote on whether to accord voting rights to the control shares. We have opted out of these provisions of
Maryland law, by board resolution in the case of the business combination provisions and in our bylaws in
the case of the control share acquisition provisions. However, should our board opt into these provisions of
Maryland law, it may discourage others from trying to acquire control of us and increase the difficulty of
consummating any offer. Similarly, provisions of Title 3, Subtitle 8 of the Maryland General Corporation
Law could provide similar anti-takeover protection. For more information about the business combination,
control share acquisition and Subtitle 8 provisions of Maryland law, see “Description of Capital
Stock — Business Combinations”, “Description of Capital Stock — Control Share Acquisitions”, and
“Description of Capital Stock — Subtitle 8”.
We are conducting a “best efforts” offering, and if we are unable to raise substantial funds, we will be
limited in the number and type of investments we may make, and the value of your investment in us may be
reduced in the event our assets underperform.
Our offering is being made on a “best efforts” basis, whereby our dealer manager and broker-dealers
participating in the offering are only required to use their best efforts to sell our shares and have no firm
commitment or obligation to purchase or sell any specific number or dollar amount of our shares of
common stock. To the extent that less than the maximum number of shares is subscribed for, the
opportunity for diversification of our investments may be decreased, and the returns achieved on those
investments may be reduced as a result of allocating all of our expenses over a smaller capital base.
75

There is a risk that you may not receive distributions or that our distributions may not grow over time.
We intend to make distributions, initially on a quarterly basis but with the goal of eventually making
distributions on a monthly basis, to our stockholders out of assets legally available for distribution. We will
pay such quarterly distributions within 30 days of the end of each calendar quarter. We cannot assure you
that we will achieve investment results that will allow us to make a specified level of cash distributions or
any increases in cash distributions. Furthermore, if more stockholders of K Shares, K-I Shares and K-T
Shares opt to receive cash distributions rather than participate in our DRIP, we may be forced to liquidate
some of our investments in order to make distribution payments required for us to maintain our
qualification as a REIT. All distributions will be paid at the discretion of our board of directors and will
depend on our earnings, our financial condition, maintenance of our REIT status, compliance with
applicable regulations and such other factors as our board of directors may deem relevant from time to
time. We cannot assure you that we will pay distributions to our stockholders in the future.
Investing in our shares may involve an above average degree of risk and is intended for long-term
investors.
The investments we make in accordance with our investment objectives and strategies may result in a
higher amount of risk of loss of principal than alternative investment options. Our investments in real
estate assets may be highly speculative and aggressive, and therefore, an investment in our shares may not be
suitable for someone with lower risk tolerance. In addition, our K Shares, K-I Shares and K-T Shares are
intended for long-term investors.
Our stockholders’ investment return may be reduced if we were to be required to register as an investment
company under the Investment Company Act of 1940, as amended (the “1940 Act”). If we lose our exemption
from registration under the 1940 Act, we would not be able to continue its business unless and until we register
under the 1940 Act.
We do not intend to register as an investment company under the 1940 Act. As of December 31, 2020,
we had controlling interests in four hotel properties, and investments in real estate will represent the
substantial majority of our total asset mix, which would not subject us to the 1940 Act. In order to
maintain an exemption from regulation under the 1940 Act, we must engage primarily in the business of
buying real estate.
To maintain compliance with our 1940 Act exemption, we may be unable to sell assets we would
otherwise want to sell and may need to sell assets we would otherwise wish to retain. In addition, we may be
required to acquire additional income- or loss-generating assets that we might not otherwise acquire or
forego opportunities to acquire interests in companies that we would otherwise want to acquire. If we are
required to register as an investment company but fail to do so, we would be prohibited from engaging in
our business, and criminal and civil actions could be brought against us. In addition, our contracts would be
unenforceable unless a court required enforcement, and a court could appoint a receiver to take control of
us and liquidate our business.
We are an “emerging growth company” under the federal securities laws and will be subject to reduced
public company reporting requirements.
In April 2012, President Obama signed into law the Jumpstart Our Business Startups Act, or the JOBS
Act. We are an “emerging growth company,” as defined in the JOBS Act, and are eligible to take advantage
of certain exemptions from, or reduced disclosure obligations relating to, various reporting requirements
that are normally applicable to public companies.
We could remain an “emerging growth company” for up to five years, or until the earliest of (a) the last
day of the first fiscal year in which we have total annual gross revenue of $1,000,000,000 (adjusted for
inflation) or more, (b) December 31 of the fiscal year that we become a “large accelerated filer” as defined
in Rule 12b-2 under the Exchange Act (which would occur if the market value of our capital stock
registered under the Exchange Act held by non-affiliates exceeds $700 million, measured as of the last
business day of our most recently completed second fiscal quarter, and we have been publicly reporting for
at least 12 months) or (c) the date on which we have issued more than $1,000,000,000 in non-convertible
debt during the preceding three-year period. Under the JOBS Act, emerging growth companies are not
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required to (1) provide an auditor’s attestation report on management’s assessment of the effectiveness of
internal control over financial reporting, pursuant to Section 404 of the Sarbanes-Oxley Act, (2) comply
with certain more stringent audit rules adopted by the Public Company Accounting Oversight Board
(unless the SEC determines otherwise), (3) provide certain disclosures relating to executive compensation
generally required for larger public companies or (4) hold stockholder advisory votes on executive
compensation. We have not yet made a decision as to whether to take advantage of any or all of the JOBS
Act exemptions that would be applicable to us if we became a public reporting company. If we do take
advantage of any of these exemptions, we do not know if some investors will find our securities less
attractive as a result.
Additionally, the JOBS Act provides that an “emerging growth company” may take advantage of an
extended transition period for complying with new or revised accounting standards that have different
effective dates for public and private companies. This means an “emerging growth company” can delay
adopting certain accounting standards until such standards are otherwise applicable to private companies.
However, we are electing to “opt out” of such extended transition period and will therefore comply with
new or revised accounting standards on the applicable dates on which the adoption of such standards is
required for non-emerging growth companies. Section 107 of the JOBS Act provides that any decision to
opt out of such extended transition period for compliance with new or revised accounting standards is
irrevocable.
Fees and expenses may adversely impact our ability to pay distributions.
Identifying attractive investment opportunities and performing due diligence with respect to
prospective investments will require significant expenditures, which we will bear whether or not we acquire
the investment. In addition, acquiring investments may require us to participate in auctions or other forms
of competitive bids, which may also require significant expenditures, including expenses relating to legal
fees, the fees of third-party advisors, and other costs. Moreover, even after investments are made, the
returns may not be realized by the stockholders for a period of several years.
Furthermore, affiliates of Procaccianti Companies may perform services for us in connection with the
selection and acquisition of investments and the management of our assets. They will be reimbursed for
out-of-pocket expenses, which would be paid in addition to any acquisition fees and asset management fees
payable to our advisor. Payment or accrual of fees will result in immediate dilution to the value of your
investment, and any such current payments will reduce the amount of cash available to acquire investments.
Payment of such fees and expenses increases the risk that the amount available for distribution to our
stockholders would be less than the purchase price of the securities sold in our offering.
Risks Related to Conflicts of Interest
There are significant potential conflicts of interest that could affect our investment returns.
As a result of our arrangements with Procaccianti Companies and its affiliates, there may be times
when Procaccianti Companies, our advisor, our property manager, or their affiliates have interests that
differ from those of our stockholders, giving rise to a conflict of interest.
Our officers and directors serve or may serve as officers, directors or principals of entities that operate
in the same or a related line of business as we do, or of investment funds managed by our advisor or its
affiliates. Similarly, our advisor, property manager, or their affiliates may have other clients with similar,
different or competing investment objectives. In serving in these multiple capacities, they may have
obligations to other clients or investors in those entities, the fulfillment of which may not be in the best
interests of us or our stockholders. For example, our officers have, and will continue to have, management
responsibilities for other investment funds, accounts or other investment vehicles managed or sponsored by
our advisor and its affiliates. Our investment objectives may overlap with the investment objectives of such
affiliated investment funds, accounts or other investment vehicles. As a result, those individuals may face
conflicts in the allocation of investment opportunities among us and other investment funds or accounts
advised by or affiliated with our advisor. Our advisor will seek to allocate investment opportunities among
eligible accounts in a manner that is consistent with its allocation policy. However, despite the right of first
77

offer we have, in the event our advisor’s allocation policy does not require a definitive allocation of an
opportunity among eligible accounts, we can offer no assurance that such opportunities to us in the most
favorable manner. See “Conflicts of Interest — Policies and Procedures for Managing Conflicts” and “—
Allocation Policy”.
Our advisor, sponsor, property manager, and dealer manager and their officers and employees and certain
of our executive officers and other key personnel face competing demands relating to their time, and this may
cause our operating results to suffer.
Our advisor, sponsor, property manager, and dealer manager and their officers and employees and
certain of our executive officers and other key personnel and their respective affiliates are key personnel,
general partners, sponsors, managers, owners, advisors, and selling agents of other investment programs,
including Procaccianti Companies or its affiliates’ sponsored investment products, some of which have
investment objectives and legal and financial obligations similar to ours and may have other business
interests as well. Additionally, based on our sponsor’s experience, a significantly greater time commitment is
required of senior management during the development stage when a REIT is being organized, funds are
initially being raised, and funds are initially being invested, and less time is required as additional funds are
raised and the offering matures. Because these persons have competing demands on their time and
resources, they may have conflicts of interest in allocating their time between our business and these other
activities. If this occurs, the returns on our investments may suffer.
Our advisor faces conflicts of interest relating to the terms under our advisory agreement and under our
charter, which could result in actions that are not necessarily in the long-term best interests of our
stockholders, including required payments if we terminate our advisory agreement under certain circumstances.
Under our advisory agreement, our advisor or its affiliates will be entitled to certain payments that are
structured in a manner intended to provide incentives to our advisor to perform in our best interests and in
the best interests of our stockholders. However, because our advisor is entitled to receive substantial
minimum compensation and reimbursements, including in the form of personnel reimbursements,
regardless of performance, our advisor’s interests may not be wholly aligned with those of our stockholders.
In addition, our advisor could be motivated to recommend riskier or more speculative investments in order
for us to generate the specified levels of performance or sales proceeds that would entitle our advisor to
receive certain fees as well as certain special distributions on our A Shares, including distributions on
account of “excess cash” and “remaining liquidation cash.” Under the advisory agreement, these amounts
are deferred until certain performance thresholds are met (see “Management Compensation — Acquisition
Fee”, “Management Compensation — Disposition Fee”, “Description of Capital Stock — A
Shares — Distribution Rights”, “Management Compensation — Participation in Excess Cash”,
“Management Compensation — Participation in Remaining Liquidation Cash”). As a result of these
subordinated payments, our advisor may engage in more speculative transactions on our behalf, which
could result in greater losses than a more conservative investment approach.
The advisory agreement with our advisor was not negotiated on an arm’s-length basis and may not be as
favorable to us as if it had been negotiated with an unaffiliated third party.
The advisory agreement was negotiated between related parties. Consequently, its terms, including fees
payable to our advisor, may not be as favorable to us as if it had been negotiated with an unaffiliated third
party. In addition, we may choose not to enforce, or to enforce less vigorously, our rights and remedies
under the agreement because of our desire to maintain our ongoing relationship with our advisor and its
affiliates. Any such decision, however, may breach our fiduciary obligations to our stockholders. However,
any recovery against our board of directors may be limited by the terms of our charter. See
“Management — Limited Liability and Indemnification of Directors, Officers and Other Agents”.
Our advisor’s liability will be limited under the advisory agreement, and we have agreed to indemnify our
advisor against certain liabilities, which may lead our advisor to act in a riskier manner on our behalf than it
would when acting for its own account.
Under the advisory agreement, our advisor will not assume any responsibility to us other than to
render the services called for under that agreement, and it will not be responsible for any action of our
board in following or declining to follow our advisor’s advice or recommendations. Our advisor maintains a
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contractual, as opposed to a fiduciary, relationship with us. Under the terms of the advisory agreement, our
advisor, its officers, members and personnel, and any person controlling or controlled by our advisor will
not be liable to us, any subsidiary of ours, our directors, our stockholders or any subsidiary’s stockholders
or partners for acts or omissions performed in accordance with and pursuant to the advisory agreement,
except those resulting from acts constituting negligence or misconduct. In addition, we have agreed to
indemnify our advisor and each of its officers, directors, members, managers and employees from and
against any claims or liabilities, including reasonable legal fees and other expenses reasonably incurred,
arising out of or in connection with our business and operations or any action taken or omitted on our
behalf pursuant to authority granted by the advisory agreement, except where attributable to negligence or
misconduct. These protections may lead our advisor to act in a riskier manner when acting on our behalf
than it would when acting for its own account.
Our advisor and our property manager are affiliates, which might cause our advisor to decline to pursue
certain property investments.
The relationship between our advisor and our property manager may cause our advisor to decline to
select a property for acquisition where there is a long-term management contract in place because our
property manager would not be able to win the contract. Accordingly, our advisor may turn down certain
investments even if the property would otherwise be an attractive investment for investors.
General Risks Related to Investments in Real Estate
Economic, market and regulatory changes that impact the real estate market generally may cause our
operating results to suffer and decrease the value of our properties.
Our operating results will be subject to risks generally incident to the ownership of real estate,
including:
•

changes in general or local economic conditions;

•

changes in the supply of or demand for similar or competing properties in an area;

•

changes in interest rates and the availability of permanent mortgage financing, which may render
the sale of a property or loan difficult or unattractive;

•

changes in tax, real estate, environmental and zoning laws; and

•

periods of high interest rates and tight money supply.

Any of the above factors, or a combination thereof, could result in a decrease in the value of our
potential properties, which would have an adverse effect on our operations, on our ability to pay
distributions to you and on the value of your investment.
The outbreak of COVID-19 has significantly impacted our occupancy rates and RevPAR, and may
impact our compliance with our debt obligations.
Our business has been adversely affected by the impact of, and the public concern about a pandemic
disease. In December 2019, a novel strain of coronavirus was identified in Wuhan, China, which has
subsequently spread to other regions of the world, and has resulted in increased travel restrictions and
extended shutdown of certain businesses in affected regions. Since late February 2020, we have experienced
a significant decline in occupancy and RevPAR and we expect the occupancy and RevPAR reduction
associated with COVID-19 to continue as we are recording significant reservation cancellations as well as a
significant reduction in new reservations relative to prior expectations. A continued outbreak of the virus in
the U.S. would likely further reduce travel and demand at our hotels. In addition, as a result of COVID-19,
the New Hanover County North Carolina Board of Commissioners instituted a State of Emergency
effective March 28, 2020. Accordingly, as a result of this declaration, our Springhill Suites hotel located in
Wilmington, NC was instructed to close effective March 30, 2020 and remained closed through May 1,
2020.
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A prolonged occurrence of the virus has resulted in health or other government authorities imposing
restrictions on travel or other market impacts. The hotel industry and our portfolio have experienced the
postponement or cancellation of business conferences and similar events. At this time, those restrictions are
very fluid and evolving. We have been and will continue to be negatively impacted by those restrictions.
Given that the type, degree and length of such restrictions are not known at this time, we cannot predict the
overall impact of such restrictions on us or the overall economic environment. Even after the restrictions
are lifted, the propensity of people to travel and for businesses to hold conferences will likely remain below
historical levels for an additional period of time that is difficult to predict. In addition, one or more possible
recurrences of COVID-19 cases could result in further reductions in business and personal travel and could
cause state and local governments to reinstate travel restrictions. We may also face increased risk of
litigation if we have guests or employees who become ill due to COVID-19. As such, the full impact these
restrictions may have on our financial position, operating results and liquidity cannot be reasonably
estimated at this time, but the impact will be material. Additionally, the public perception of a risk of a
pandemic or media coverage of these diseases has adversely impacted us by reducing demand for our hotels.
The length of time required for an effective vaccine or therapy to become widely available is uncertain.
These events have resulted in a sustained, significant drop in demand for our hotels and could have a
material adverse effect on us.
Further, the financial impact of the COVID-19 pandemic on us and our hotel operators could
negatively impact our future compliance with the financial covenants of our debt obligations that can result
in a default and, potentially, an acceleration of indebtedness, which would adversely affect our financial
condition and liquidity. While the creditors for both the note secured by the Staybridge Suites St.
Petersburg and the note secured by the Springhill Suites Wilmington have not modified the terms of their
respective mortgage notes, any sustained material adverse impact on our revenues, net income and other
operating results due to the COVID-19 pandemic could cause the financial covenants under our loan
agreements to be adversely affected. We cannot provide assurances that we will be able to obtain any
non-compliance waivers in the event we fail to comply with any of our loan covenants in a timely manner,
or on acceptable terms, or at all.
We may obtain only limited warranties when we purchase a property and would have only limited recourse
if our due diligence did not identify any issues that lower the value of our properties, which could adversely
affect our financial condition and ability to make distributions to you.
The seller of a property often sells such property in its “as is” condition on a “where is” basis and
“with all faults,” without any warranties of merchantability or fitness for a particular use or purpose. In
addition, purchase agreements may contain only limited warranties, representations and indemnifications
that will only survive for a limited period after the closing. The purchase of properties with limited
warranties increases the risk that we may lose some or all our invested capital in the property as well as the
loss of rental income from that property.
Our inability to sell a property when we desire to do so could adversely impact our ability to pay cash
distributions to you.
The real estate market is affected by many factors, such as general economic conditions, availability of
financing, interest rates and other factors, including supply and demand, that are beyond our control. We
cannot predict whether we will be able to sell any property for the price or on the terms set by us, or
whether any price or other terms offered by a prospective purchaser would be acceptable to us. We cannot
predict the length of time needed to find a willing purchaser and to close the sale of a property.
We may be required to expend funds to correct defects or to make improvements before a property can
be sold. We cannot assure you that we will have funds available to correct such defects or to make such
improvements. Moreover, in acquiring a property, we may agree to restrictions that prohibit the sale of that
property for a period of time or impose other restrictions, such as a limitation on the amount of debt that
can be placed or repaid on that property. These provisions would restrict our ability to sell a property.
We may be required to indemnify the purchasers of our investments.
In connection with the disposition of a property from our portfolio, we may be required to make
representations about our assets typical of those made in connection with the sale of any property. We may
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also be required to indemnify the purchasers of such investment to the extent that any such representations
turn out to be inaccurate, incorrect, or misleading. These arrangements may result in contingent liabilities,
which might ultimately have to be funded by us out of assets other than the net proceeds made available
from such disposition.
We may not be able to sell our properties at a price equal to, or greater than, the price for which we
purchased such property, which may lead to a decrease in the value of our assets.
The value of a property to a potential purchaser may not increase over time, which may restrict our
ability to sell a property, or if we are able to sell such property, may lead to a sale price less than the price
that we paid to purchase the property.
We may acquire or finance properties with lock-out provisions, which may prohibit us from selling a
property, or may require us to maintain specified debt levels for a period of years on some properties, which
could have an adverse effect on your investment.
Lock-out provisions could materially restrict us from selling or otherwise disposing of or refinancing
properties. These provisions would affect our ability to turn our investments into cash and thus affect cash
available for distributions to you. Lock-out provisions may prohibit us from reducing the outstanding
indebtedness with respect to any properties, refinancing such indebtedness on a non-recourse basis at
maturity, or increasing the amount of indebtedness with respect to such properties. Lock-out provisions
could impair our ability to take other actions during the lock-out period that could be in the best interests
of our stockholders and, therefore, may have an adverse impact on the value of the shares, relative to the
value that would result if the lock-out provisions did not exist. In particular, lock-out provisions could
preclude us from participating in major transactions that could result in a disposition of our assets or a
change in control even though that disposition or change in control might be in the best interests of our
stockholders.
Acquiring or attempting to acquire multiple properties in a single transaction may adversely affect our
operations.
From time to time, we may attempt to acquire multiple properties in a single transaction. Portfolio
acquisitions can be more complex than single-property acquisitions, and the risk that a multiple-property
acquisition does not close may be greater than in a single-property acquisition. Portfolio acquisitions also
may result in us owning investments in geographically dispersed markets, placing additional demands on
our ability to manage the properties in the portfolio. In addition, a seller may require that a group of
properties be purchased as a package even though we may not want to purchase one or more properties in
the portfolio. In these situations, if we are unable to identify another person or entity to acquire the
unwanted properties, we may be required to operate or attempt to dispose of these properties. To acquire
multiple properties in a single transaction we may be required to accumulate a large amount of cash. We
would expect the returns that we earn on such cash to be less than the ultimate returns in real property and
therefore, accumulating such cash could reduce the funds available for distributions. Any of the foregoing
events may have an adverse effect on our operations.
We may be unable to adjust our portfolio in response to changes in economic or other conditions or sell a
property if or when we decide to do so, limiting our ability to pay cash distributions to our stockholders.
Many factors that are beyond our control affect the real estate market and could affect our ability to
sell properties for the price, on the terms or within the time frame that we desire. These factors include
general economic conditions, the availability of financing, interest rates and other factors, including supply
and demand. Because real estate investments are relatively illiquid, we have a limited ability to vary our
portfolio in response to changes in economic or other conditions. Further, before we can sell a property on
the terms we want, it may be necessary to expend funds to correct defects or to make improvements.
However, we can give no assurance that we will have the funds available to correct such defects or to
make such improvements. We may be unable to sell our properties at a profit. Our inability to sell properties
at the time and on the terms we want could reduce our cash flow and limit our ability to make distributions
to our stockholders and could reduce the value of our stockholders’ investments in us. Moreover, in
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acquiring a property, we may agree to restrictions that prohibit the sale of that property for a period of time
or impose other restrictions, such as a limitation on the amount of debt that can be placed or repaid on that
property. We cannot predict the length of time needed to find a willing purchaser and to close the sale of a
property. Our inability to sell a property when we desire to do so may cause us to reduce our selling price for
the property. Any delay in our receipt of proceeds, or diminishment of proceeds, from the sale of a property
could adversely impact our ability to pay distributions to our stockholders.
Uninsured losses relating to real property or excessively expensive premiums for insurance coverage could
reduce our net income and the return on your investment.
There are types of losses, generally catastrophic in nature, such as losses due to wars, acts of terrorism,
earthquakes, floods, hurricanes, pollution or environmental matters that are uninsurable or not
economically insurable, or may be insured subject to limitations, such as large deductibles or co-payments.
Insurance risks associated with potential terrorist acts could sharply increase the premiums we pay for
coverage against property and casualty claims. Additionally, mortgage lenders in some cases have begun to
insist that hotel property owners purchase coverage against terrorism as a condition of providing mortgage
loans. Such insurance policies may not be available at a reasonable cost, if at all, which could inhibit our
ability to finance or refinance our properties. In such instances, we may be required to provide other
financial support, either through financial assurances or self-insurance, to cover potential losses. We may
not have adequate coverage for such losses. If any of our properties incur a casualty loss that is not fully
insured, the value of that asset will be reduced by such uninsured loss. In addition, other than any working
capital reserve or other reserves we may establish, or any line of credit we may obtain, we do not expect to
have any sources of funding specifically designated for funding repairs or reconstruction of any uninsured
damaged property. Also, to the extent we must pay unexpectedly large amounts for insurance, we could
suffer reduced earnings that would result in lower distributions to you.
We may be subject to contingent or unknown liabilities related to properties that we may acquire for which
we may have limited or no recourse against the sellers.
The properties that we may acquire may be subject to unknown or contingent liabilities for which we
may have limited or no recourse against the sellers. Unknown liabilities might include liabilities for, among
other things, cleanup or remediation of undisclosed environmental conditions, claims of guests, vendors or
other persons dealing with the properties prior to the acquisition of such property and tax liabilities.
Because many liabilities, including tax liabilities, may not be identified within the applicable contractual
indemnification period, we may have no recourse against any of the owners from whom we acquire such
properties for these liabilities. The existence of such liabilities could significantly adversely affect the value
of the property subject to such liability. As a result, if a liability were asserted against us based on
ownership of any such properties, then we might have to pay substantial sums to settle it, which could
adversely affect our cash flows.
Actions of joint venture partners could reduce the returns on our joint venture investments and decrease
your overall return.
We have entered into the joint venture and may enter into additional joint ventures to acquire or
improve properties with some of the proceeds of our offering. Such investments may involve risks not
otherwise present with other methods of investment in real estate, including, for example, the following
risks:
•

that our co-venturer, co-tenant or partner in an investment could become insolvent or bankrupt;

•

that such co-venturer, co-tenant or partner may at any time have economic or business interests or
goals that are, or that become, inconsistent with our business interests or goals; or

•

that such co-venturer, co-tenant or partner may be in a position to take action contrary to our
instructions or requests or contrary to our policies or objectives.

Any of the above might subject a property to liabilities in excess of those contemplated and thus
reduce our returns on that investment and the value of your investment. Such investments may also have the
potential risk of impasses on decisions, such as a sale, because neither we nor the co-venturer would have
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full control over such joint venture. In addition, to the extent our participation represents a minority
interest, a majority of the participants may be able to take actions which are not in our best interests
because of our lack of full control. Disputes between us and co-venturers may result in litigation or
arbitration that would increase our expenses and prevent our officers and/or directors from focusing their
time and effort on our business. Consequently, actions by or disputes with co-venturers might result in
subjecting properties owned by the joint venture to additional risk. In addition, we may in certain
circumstances be liable for the actions of our co-venturers.
Our advisor faces conflicts of interest relating to joint ventures with its affiliates, which could result in a
disproportionate benefit to the other venture partners at our expense.
We have entered into the joint venture and may enter into additional joint ventures with our sponsor or
with other programs sponsored by affiliates of our advisor for the acquisition of hotel properties. Our
sponsor or advisor may face a conflict in structuring the terms of the relationship between our interests and
the interests of the co-venturer. Since our sponsor and advisor will control both the co-venturer and, to a
large extent, us, agreements and transactions between the co-venturers with respect to any such joint
venture will not have the benefit of arm’s-length negotiation of the type normally conducted between
unrelated co-venturers. This may result in the co-venturer receiving benefits greater than the benefits that
we receive. In addition, we may assume liabilities related to such joint venture that exceed the percentage of
our investment in the joint venture.
Costs imposed pursuant to governmental laws and regulations may reduce our net income and the cash
available for distributions to you.
Real property and the operations conducted on real property are subject to federal, state and local laws
and regulations relating to protection of the environment and human health. We could be subject to liability
in the form of fines, penalties or damages for noncompliance with these laws and regulations. These laws
and regulations generally govern wastewater discharges, air emissions, the operation and removal of
underground and above-ground storage tanks, the use, storage, treatment, transportation and disposal of
solid and hazardous materials, the remediation of contamination associated with the release or disposal of
solid and hazardous materials, the presence of toxic building materials, and other health and safety-related
concerns.
Some of these laws and regulations may impose joint and several liability on the tenants, owners or
operators of real property for the costs to investigate or remediate contaminated properties, regardless of
fault, whether the contamination occurred prior to purchase, or whether the acts causing the contamination
were legal.
Our hotel properties’ operations, the condition of properties at the time we buy them, operations in the
vicinity of our properties, such as the presence of underground storage tanks, or activities of unrelated
third parties may affect our properties.
The presence of hazardous substances, or the failure to properly manage or remediate these substances,
may hinder our ability to sell, rent or pledge such property as collateral for future borrowings. Any material
expenditures, fines, penalties, or damages we must pay will reduce our ability to make distributions and may
reduce the value of your investment.
The costs of defending against claims of environmental liability, of complying with environmental
regulatory requirements, of remediating any contaminated property, or of paying personal injury claims could
reduce the amounts available for distribution to you.
Under various federal, state and local environmental laws, ordinances and regulations, a current or
previous real property owner or operator may be liable for the cost of removing or remediating hazardous
or toxic substances on, under or in such property. These costs could be substantial. Such laws often impose
liability whether or not the owner or operator knew of, or was responsible for, the presence of such
hazardous or toxic substances. Environmental laws also may impose liens on property or restrictions on the
manner in which property may be used or businesses may be operated, and these restrictions may require
substantial expenditures or prevent our property manager from operating such properties. Environmental
laws provide for sanctions for noncompliance and may be enforced by governmental agencies or, in certain
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circumstances, by private parties. Certain environmental laws and common law principles could be used to
impose liability for the release of and exposure to hazardous substances, including asbestos-containing
materials and lead-based paint. Further, compliance with new or more stringent laws or regulations or
stricter interpretation of existing laws may require us to incur material expenditures. Future laws,
ordinances or regulations may impose material environmental liability. Third parties may seek recovery
from real property owners or operators for personal injury or property damage associated with exposure to
released hazardous substances. The costs of defending against claims of environmental liability, of
complying with environmental regulatory requirements, of remediating any contaminated property, or of
paying personal injury claims could reduce the amounts available for distribution to you. We generally will
obtain a Phase I environmental assessment for each property we intend to acquire. However, in certain
circumstances, we may purchase a property without obtaining such assessment if our advisor determined it
is not warranted, specifically in circumstances where our advisor determines to rely upon an assessment
certified by, sought and secured by the sellers of the property. A Phase I environmental assessment or site
assessment is an initial environmental investigation to identify potential liabilities associated with the
current and past uses of a given property. In addition, we will attempt to obtain a representation from the
seller that, to its knowledge, the property is not contaminated with hazardous materials.
In the event the Phase I environmental site assessment uncovers potential environmental problems with
a property, our advisor will determine whether we will pursue the investment opportunity and whether we
will have a Phase II environmental site assessment performed. The factors we may consider in determining
whether to conduct a Phase II environmental site assessment include, but are not limited to, (i) the types of
operations conducted on the property and surrounding property, (ii) the time, duration and materials used
during such operations, (iii) the waste handling practices of any tenants or property owners, (iv) the
potential for hazardous substances to be released into the environment, (v) any history of environmental
law violations on the subject property and surrounding property, (vi) any documented environmental
releases, (vii) any observations from the consultant that conducted the Phase I environmental site
assessment, and (viii) whether any party (i.e., surrounding property owners, prior owners or tenants) may be
responsible for addressing the environmental conditions. We will determine whether to conduct a Phase II
environmental site assessment on a case by case basis.
We may face risks relating to asbestos.
Certain federal, state and local laws, regulations and ordinances govern the removal, encapsulation or
disturbance of asbestos containing materials, or ACMs, when such materials are in poor condition or in the
event of renovation or demolition of a building. These laws and the common law may impose liability for
release of ACMs and may allow third parties to seek recovery from owners or operators of real properties
for personal injury associated with exposure to ACMs. ACMs may have been used in the construction of a
number of the properties that we may acquire. We will implement an operations and maintenance program
at each of the properties at which we discover ACMs, if any. We can provide no assurance that we will not
incur any material liabilities as a result of the presence of ACMs at our properties.
We may face risks relating to lead paint.
Some of the properties we may acquire may have lead paint, and we may have to implement an
operations and maintenance program at such properties. We can provide no assurance that we will not incur
any material liabilities as a result of the presence of lead paint at our properties.
We may face risks relating to chemical vapors and subsurface contamination.
We are also aware that environmental agencies and third parties have, in the case of certain properties
with on-site or nearby contamination, asserted claims for remediation, property damage or personal injury
based on the alleged actual or potential intrusion into buildings of chemical vapors (e.g., radon) or volatile
organic compounds from soils or groundwater underlying or in the vicinity of those buildings or on nearby
properties. We can provide no assurance that we will not acquire properties exposing us to such liabilities or
that we will not incur any material liabilities as a result of vapor intrusion at our properties.
We may face risks relating to mold growth.
Mold growth may occur when excessive moisture accumulates in buildings or on building materials,
particularly if the moisture problem remains undiscovered or is not addressed over a period of time.
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Concern about indoor exposure to mold has been increasing, as exposure to mold may cause a variety of
adverse health effects and symptoms, including allergic or other reactions. We will establish procedures for
promptly addressing and remediating mold or excessive moisture when we become aware of its presence
regardless of whether we believe a health risk is present. However, we can provide no assurance that mold
or excessive moisture will be detected and remediated in a timely manner. If a significant mold problem
arises at one of our hotel properties, we could be required to undertake a costly remediation program to
contain or remove the mold from the affected hotel and could be exposed to other liabilities that may
exceed any applicable insurance coverage, which may materially affect our business, assets, or results of
operations and, consequently, amounts available for distribution to stockholders.
Costs associated with complying with the Americans with Disabilities Act may decrease cash available for
distributions.
Our properties may be subject to the Americans with Disabilities Act of 1990, as amended, or the
Disabilities Act. Under the Disabilities Act, all places of public accommodation are required to comply
with federal requirements related to access and use by disabled persons. The Disabilities Act has separate
compliance requirements for “public accommodations” and “commercial facilities” that generally require
that buildings and services be made accessible and available to people with disabilities. The Disabilities Act’s
requirements could require removal of access barriers and could result in the imposition of injunctive relief,
monetary penalties or, in some cases, an award of damages. Any funds used for Disabilities Act compliance
will reduce our net income and the amount of cash available for distributions to you.
A concentration of our investments in the hospitality sector or a particular state or region may leave our
profitability vulnerable to a downturn or slowdown in the sector or state or region.
Our investments are concentrated in the hospitality sector. As a result, we are subject to risks inherent
in investments in a single type of property. For example, the potential effects on our revenues, and as a
result, on cash available for distribution to our stockholders, resulting from a downturn or slowdown in the
hospitality sector could be more pronounced than if we had more fully diversified our investments. We
could be subject to increased exposure from economic and other competitive factors should a concentration
of assets be held within any particular geographic area. To the extent general economic conditions worsen
in one or more of these markets, or if any of these areas experience a natural disaster, the value of our
portfolio and our market rental rates could be adversely affected. As a result, our results of operations, cash
flow, cash available for distribution, including cash available to pay distributions to our stockholders, and
our ability to satisfy our debt obligations could be materially adversely affected.
To the extent we engage in a strategy for acquiring value-enhancement hotel properties, such a strategy
involves greater risks than more conservative investment strategies.
If we execute a “value-enhancement” strategy whereby we seek to acquire hotel properties that offer a
high current yield and/or are underperforming assets with the potential to increase in value through a
market-based recovery, brand repositioning, investments in capital improvements, revenue enhancements,
operational improvements and expense inefficiencies, such a strategy involves greater risks than more
conservative investment strategies. The risks related to these value-enhancement investments include risks
related to delays in the repositioning or improvement process, higher than expected capital improvement
costs, the additional capital needed to execute our modest value-add program, including possible
borrowings or raising additional equity necessary to fund such costs, and ultimately that the repositioning
process may not result in the higher profits anticipated. In addition, our value-enhancement properties may
not produce revenue while undergoing capital improvements. Furthermore, we may also be unable to
complete the improvements of these properties and may be forced to hold or sell these properties at a loss.
For these and other reasons, we cannot assure you that we will realize growth in the value of any
value-enhancement hotel properties we acquire, and as a result, our ability to make distributions to our
stockholders could be adversely affected.
Acquiring properties from distressed sellers involves a higher risk of loss than would a strategy of
investing in other properties.
We may opportunistically acquire hotel properties from distressed sellers. Traditional performance
metrics of real estate assets may not be meaningful for opportunistic real estate. Non-stabilized properties,
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for example, do not have stabilized occupancy rates to provide a useful measure of revenue. Further, an
appraisal of a non-stabilized property, in particular, involves a high degree of subjectivity due to high
vacancy levels and uncertainties with respect to future market average daily rates and timing of occupancy
stabilization. Accordingly, different assumptions may materially change the appraised value of the property.
In addition, the value of the property will change over time.
Risks Related to Hotel Investments
As a REIT, we cannot directly operate our hotel properties, and expect to rely principally on our property
manager to operate our hotel properties.
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 the hotel properties will lease the hotel
properties to one or more TRSs, which will enter into property management agreements with a hotel
property manager, generally expected to be one or more entities affiliated with our advisor. These affiliated
property management companies may include TPG Hotels & Resorts, Inc., an affiliate of our sponsor and
advisor, and TPG’s wholly owned subsidiaries, which we collectively refer to as TPG, or other affiliates
and/or designees of TPG. We refer to TPG and such other affiliates and/or designees collectively as our
property manager. Our property manager will operate and manage our hotel properties. The TRSs will
enter into any franchise agreements to brand our hotels. We cannot assure you that our property manager
or any other third-party hotel property manager we retain will manage our properties in a manner that is
consistent with its obligations under its property management agreements with our TRSs or our TRSs’
obligations under hotel franchise agreements, that the property manager will not be negligent in its
performance or engage in other criminal or fraudulent activity, or that the property manager will not
otherwise default on its management obligations. We will not have the authority to require any hotel
property to be operated in a particular manner or to govern any particular aspect of the daily operations of
any hotel property (for example, setting room rates). Thus, even if we believe our hotel properties are being
operated inefficiently or in a manner that does not result in satisfactory occupancy rates, revenue per
available room, or RevPAR, and average daily rates, or ADR, we may not be able to make the property
manager change its method of operating our hotel properties. Our results of operations, financial position,
cash flows and our ability to service debt and to make distributions to stockholders are, therefore,
dependent on the ability of our property manager to operate our hotel properties successfully, and its
failure to do so could adversely impact our ability to service debt and to make distributions to our
stockholders.
Our leases with TRSs will subject us to the risk of increased hotel operating expenses.
Our TRSs will be required to pay us rent based in part on revenues from our hotel properties and,
therefore, subject us to the risk of increased hotel operating expenses. Our operating risks include decreases
in hotel revenues and increases in hotel operating expenses, which would adversely affect the ability of our
TRSs to pay us rent due under leases, including, but not limited to, increases in:
•

wage and benefit costs;

•

repair and maintenance costs;

•

energy costs;

•

property taxes;

•

fee increases required by hotel brand franchisors;

•

insurance costs; and

•

other operating expenses.

Increases in these operating expenses can have a significant adverse impact on our financial condition,
results of operations and our ability to make distributions to our stockholders.
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Unanticipated expenses and insufficient demand for hotel properties in new geographic markets could
adversely affect our profitability and our ability to make distributions to our stockholders.
As part of our business strategy, we may acquire hotel properties in geographic areas in which our
property manager may have little or no operating experience or in which potential customers may not be
familiar with the brand of the particular hotel. As a result, we may incur costs relating to the operation and
promotion of such hotel properties that are substantially greater than those incurred in other areas. These
hotel properties may attract fewer customers than other hotel properties we may acquire, and at the same
time, we may incur substantial additional costs with such hotel properties. As a result, the results of
operations at any hotel properties we may acquire that are in unfamiliar markets or that may not have
familiar brands in the market may be less than those of other hotel properties we may acquire.
Unanticipated expenses and insufficient demand at a new hotel property, therefore, could adversely affect
our financial condition and results of operations.
We are subject to general risks associated with operating hotel properties.
We intend to acquire hotel properties, which have different economic characteristics than many other
real estate assets, and a hotel REIT is structured differently than many other types of REITs. A typical
office property, for example, has long-term leases with third-party tenants, which provide a relatively stable
long-term stream of revenue. Our TRSs will engage our property manager or third-party hotel property
managers, pursuant to property management agreements, and will pay such property managers a fee for
managing the hotel. Our TRSs generally will receive all of the operating profit or losses at such hotel
properties after payment of our property manager’s fee and reimbursement of expenses. Moreover, virtually
all hotel guests typically stay at a hotel for only a few nights, which causes the room rate and occupancy
levels at hotel properties to change every day, and which results in earnings that can be highly volatile.
In addition, our hotel properties (and the hotel properties underlying any real estate-related
investments we acquire) will be subject to various operating risks common to the hotel industry, many of
which are beyond our control, including the following:
•

adverse effects of COVID-19, including a significant reduction in business and personal travel and
potential travel restrictions in regions where our hotels are located;

•

competition from other hotel properties in the relevant markets;

•

over-building of hotel properties in markets in which our hotels are located, which results in
increased supply and adversely affects occupancy and revenues at our hotel properties;

•

dependence on business and commercial travelers and tourism;

•

increases in operating costs due to inflation, increased energy costs and other factors that may not
be offset by increased room rates;

•

increases in assessed property taxes from changes in valuation or real estate tax rates;

•

increases in the cost of property insurance;

•

changes in governmental laws and regulations, fiscal policies and zoning ordinances and the
related costs of compliance;

•

unforeseen events beyond our control, such as terrorist attacks, travel related health concerns
which could reduce travel, including pandemics and epidemics such as H1N1 influenza (swine flu),
avian bird flu, SARS, zika virus, imposition of taxes or surcharges by regulatory authorities,
travel-related accidents, travel infrastructure interruptions, and unusual weather patterns,
including natural disasters such as hurricanes, tsunamis or earthquakes;

•

adverse effects of international, national, regional and local economic and market conditions and
increases in energy costs or labor costs and other expenses affecting travel, which may affect travel
patterns and reduce the number of business and commercial travelers and tourists;

•

adverse effects of a downturn in the hotel or tourism industries; and
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•

risks generally associated with the ownership of hotel properties and real estate, as we discuss in
more detail below.

These factors could adversely affect the net operating profits of our TRSs, which in turn would
adversely affect our financial condition, results of operations, the value of our securities, and our ability to
make distributions to our stockholders.
The hotel industry is seasonal, which will affect our results of operations from quarter to quarter.
The hotel industry is seasonal in nature. This seasonality can result in quarterly fluctuations in our
financial condition and operating results, including the amount available for distributions on our shares.
Our quarterly operating results may be adversely affected by factors outside of our control, including
weather conditions and poor economic factors in certain markets in which we operate. Our cash flows may
not be sufficient to offset any shortfalls that occur as a result of these fluctuations. As a result, we may have
to reduce distributions or enter into short-term borrowings in some quarterly periods in order to make
distributions to our stockholders.
The cyclical nature of the hotel industry may result in fluctuations in our operating performance, which
could have a material adverse effect on our business and operating results.
The hotel industry historically has been highly cyclical in nature. Fluctuations in hotel demand and,
therefore, hotel operating performance, are caused largely by general economic and local market conditions,
which subsequently affect levels of business and leisure travel. In addition to general economic conditions,
new hotel room supply is an important factor that can affect the hotel industry’s performance, and
overbuilding has the potential to further exacerbate the negative impact of an economic recession. Room
rates and occupancy, and thus RevPAR, tend to increase when demand growth exceeds supply growth. An
adverse change in hotel fundamentals could result in returns that are substantially below our expectations
or result in losses, which could have a material adverse effect on our business and operating results.
Many of our real estate-related costs are fixed, and will not decrease even if revenues from our hotel
properties decrease.
Many costs, such as real estate taxes, insurance premiums and maintenance costs, generally are not
reduced when a hotel is not fully occupied, room rates decrease or other circumstances cause a reduction in
revenues. In addition, newly acquired or renovated hotel properties may not produce the revenues we
anticipate immediately, or at all, and the hotel’s operating cash flow may be insufficient to pay the operating
expenses and debt service associated with such new hotel property. If we are unable to offset real estate costs
with sufficient revenues across our portfolio, our operating results and our ability to make distributions to
our stockholders may be adversely affected.
The popularity of booking hotels through internet travel intermediaries may adversely affect our
profitability.
The increasing use of internet travel intermediaries by consumers may cause fluctuations in operating
performance during the year and otherwise adversely affect our profitability and cash flows. Our property
manager will rely upon internet travel intermediaries such as Travelocity.com, Expedia.com and
Priceline.com to generate demand for our hotel properties. As internet bookings increase, these
intermediaries may be able to obtain higher commissions, reduced room rates or other significant contract
concessions from our property manager. Moreover, some of these internet travel intermediaries are
attempting to offer hotel rooms as a commodity, by increasing the importance of price and general
indicators of quality (such as “three-star downtown hotel”) at the expense of brand identification. These
intermediaries hope that consumers will eventually develop brand loyalties to their reservations system
rather than to hotel franchise brands. If the amount of sales made through internet intermediaries increases
significantly and results in a decrease in consumer loyalty to the brands under which our hotel properties
are franchised, our room revenues may be lower than expected, and our profitability may be adversely
affected.
Our revenues and profitability may be adversely affected by increased use of business-related technology,
which may reduce the need for business-related travel.
The increased use of teleconference and video-conference technology by businesses could result in
decreased business travel as companies increase the use of technologies that allow multiple parties from
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different locations to participate at meetings without traveling to a centralized meeting location. To the
extent that such technologies play an increased role in day-to-day business and the necessity for
business-related travel decreases, hotel room demand and our revenues, profitability and ability to make
distributions to our stockholders may be adversely affected.
Future terrorist attacks or changes in terror alert levels could materially and adversely affect our business.
Terrorist attacks have adversely affected the U.S. travel market and hospitality industries since 2001,
often disproportionately to the effect on the overall economy. The extent of the impact that actual or
threatened terrorist attacks in the U.S. or elsewhere could have on domestic and international travel and our
business in particular cannot be determined, but any such attacks or the threat of such attacks could have a
material adverse effect on travel and hotel demand, our ability to finance our business and our ability to
insure our hotel properties. Any of these events could materially and adversely affect our business, our
operating results and our prospects.
We compete with other hotels for guests, which could adversely affect the occupancy levels and rental
revenues at our properties.
The hotel industry is highly competitive. Our hotel properties will compete on the basis of location,
room rates, quality, range of services, brand affiliation, and reservation systems, among many other factors.
New hotel properties may be constructed, which results in new competitors in a market, in some cases
without corresponding increases in demand for hotel rooms. We expect to face competition from many
sources. We will face competition from other hotel properties both in the immediate vicinity and the
geographic market where our hotel properties will be located. Over-building of hotel properties in the
markets in which we operate may increase the number of rooms available and may decrease occupancy and
room rates, which would adversely affect our operations.
We will also compete with alternative lodging products for guests. Certain companies, including
Airbnb, homeaway.com and VRBO.com, offer vacation and overnight lodging to the public. This
competition could reduce occupancy levels and rental revenues at our properties, which would adversely
affect our profitability and impede our growth.
We will face competition that could limit our ability to acquire additional investments or dispose of
properties, which could adversely affect our profitability and impede our growth.
We will compete with numerous real estate companies and other owners of real estate in seeking hotel
properties for acquisition and pursuing buyers for dispositions. We expect that other real estate investors,
including insurance companies, private equity funds, sovereign wealth funds, pension funds, other REITs
and other well-capitalized investors, will compete with us to acquire existing properties, and many of these
investors will have greater sources of capital to acquire properties. This competition could increase prices
for properties of the type we would likely pursue and adversely affect our profitability and impede our
growth. Competition when multiple hospitality investors are seeking to dispose of properties can conversely
decrease prices for properties, which, if we are trying to dispose of properties, could adversely affect our
profitability and our ability to make distributions to our stockholders.
Failure to maintain franchise licenses could decrease our revenues.
The inability to maintain franchise licenses could decrease our revenues. Maintenance of franchise
licenses for our hotel properties is subject to maintaining our franchisors’ operating standards and other
terms and conditions. Franchisors periodically inspect hotel properties to ensure that such hotel properties
are maintained in accordance with their standards. Failure to maintain our hotel properties in accordance
with these standards or comply with other terms and conditions of the applicable franchise agreement
could result in a franchise license being canceled. If a franchise license terminates due to our failure to make
required improvements or to otherwise comply with its terms, we may also be liable to the franchisor for a
termination fee. As a condition to the maintenance of a franchise license, our franchisor could also require
us to make capital expenditures, even if we do not believe the capital improvements are necessary, desirable,
or likely to result in an acceptable return on our investment. We may risk losing a franchise license if we do
not make franchisor-required capital expenditures.
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If our franchisor terminates the franchise license, we may try either to obtain a suitable replacement
franchise or to operate the hotel property without a franchise license. The loss of a franchise license could
materially and adversely affect the operations or the underlying value of the hotel property because of the
loss associated with the brand recognition and/or the marketing support and centralized reservation systems
provided by the franchisor. A loss of a franchise license for one or more hotel properties could materially
and adversely affect our results of operations, financial condition and our cash flows, including our ability
to service debt and make distributions to our stockholders.
We are subject to risks associated with the employment of hotel personnel, particularly with respect to
hotels that employ unionized labor.
Our property managers will be responsible for hiring and maintaining the labor force at each of our
hotel properties. Although we will not directly employ or manage employees at our hotel properties, we still
will be subject to many of the costs and risks generally associated with the hotel labor force, particularly
with respect to hotel properties with unionized labor. From time to time, hotel operations may be disrupted
as a result of strikes, lockouts, public demonstrations or other negative actions and publicity. We also may
incur increased legal costs and indirect labor costs as a result of contract disputes or other events. The
resolution of labor disputes or re-negotiated labor contracts could lead to increased labor costs, either by
increases in wages or benefits or by changes in work rules that raise hotel operating costs. We do not have
the ability to affect the outcome of these disputes.
Risks Associated with Real Estate-Related Assets
The real estate-related assets in which we may invest may involve greater risks of loss than senior loans
secured by the same properties.
We may invest in real estate-related assets that take the form of first or second mortgages, B-Notes,
mezzanine loans secured by a pledge of the ownership interests of the entity owning the real property or an
entity that owns (directly or indirectly) the interest in the entity owning the real property, or preferred equity
interests in an entity that owns (directly or indirectly) the underlying real estate. Our acquisition of these
types of assets will be with the intent of acquiring the underlying real estate. Such investment opportunities
may involve a higher degree of risk than long-term senior mortgage lending secured by income-producing
real property because the investment may be or become unsecured or undersecured as a result of foreclosure
by a lender with a higher priority in the capital structure. If the entity owning the property becomes a
debtor in a bankruptcy case, we may not be able to realize on our strategy of acquiring the underlying real
estate, in which case the value of our investment would be limited to the amount realizable on the value of
our investment. In that case, we may not have full recourse to the underlying assets of such entity, or the
assets of the entity may not be sufficient to satisfy our debt or to allow us to realize a return of or on our
preferred equity investment. If an entity defaults on our debt or debt senior to our position, or if the
property holding entity becomes a debtor in a bankruptcy proceeding, our debt or preferred equity will be
satisfied only after the debt more senior to ours, if any. As a result, we may not recover some or all of our
investment.
We may acquire secured debt or preferred equity with the intent to own and may experience significant
costs and delays in acquiring the underlying property.
We may acquire outstanding debt secured by a hotel property or by interests in an entity owning a
hotel property, or a preferred equity position in the capital structure relating to such a property, from
lenders and investors if we believe we can ultimately foreclose or otherwise acquire ownership of the
underlying property in the near-term through foreclosure, deed-in-lieu of foreclosure, or other means.
However, if we do acquire such debt or equity position, borrowers or upper tier equity holders may seek to
assert various defenses to our foreclosure or other actions and we may not be successful in acquiring the
underlying property on a timely basis, or at all, in which event we could incur significant costs and
experience significant delays in acquiring such properties, all of which could adversely affect our financial
performance and reduce our expected returns from such investments. In addition, we may not earn a
current return on such investments. This particularly holds true if the loan that we acquire, or the loan in
the structure in which we acquire the preferred equity interest, is in default. Such investments may be
further subject to regulatory constraints.
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Any distressed investments we make, or investments that later become non-performing, may subject us to
losses and other risks relating to bankruptcy proceedings, which could materially and adversely affect us.
We may make distressed investments (e.g., investments in defaulted, out-of-favor or distressed bank
loans) in an attempt to acquire the real estate underlying such investments. Some of our investments may be
secured by properties that typically are highly leveraged, with significant burdens on cash flow and,
therefore, involve a high degree of financial risk. During an economic downturn or recession, loans or
securities of financially or operationally troubled borrowers or issuers are more likely to go into default
than loans or securities of other borrowers or issuers. Loans or securities of financially or operationally
troubled issuers are less liquid and more volatile than loans or securities of borrowers or issuers not
experiencing such difficulties. Investment in the loans of financially or operationally troubled borrowers
involves a high degree of credit risk.
In certain limited cases (e.g., in connection with a workout, restructuring or foreclosure proceeding
involving one or more of our investments), the success of our investment strategies with respect thereto will
depend, in part, on our ability to acquire loan modifications. These financial difficulties may never be
overcome and may cause borrowers to become subject to bankruptcy or other similar administrative
proceedings.
In such cases, there is a possibility that we may incur substantial or total losses on our investments and,
in certain circumstances, become subject to certain additional potential liabilities that may exceed the value
of our original investment therein. For example, under certain circumstances, a lender that has
inappropriately exercised control over the management and policies of a debtor may have its claims
subordinated or disallowed or may be found liable for damages suffered by parties as a result of such
actions. In any reorganization or liquidation proceeding relating to our investments, we may lose our entire
investment, may be required to accept cash or securities with a value less than our original investment
and/or may be required to accept different terms, including payment over an extended period of time. In
addition, under certain circumstances, payments to us may be reclaimed if any such payment or distribution
is later determined to have been a fraudulent conveyance, preferential payment, or similar transaction under
applicable bankruptcy and insolvency laws. Furthermore, bankruptcy laws and similar laws applicable to
administrative proceedings may delay our ability to realize on collateral for loan positions we hold, may
adversely affect the economic terms and priority of such loans through doctrines such as equitable
subordination or may result in a restructuring of the debt through principles such as the “cramdown”
provisions of the bankruptcy laws. Any of the foregoing results could materially and adversely affect us.
The value of the real estate securities that we may invest in may be volatile.
The value of real estate securities, including those of REITs, fluctuates in response to issuer, political,
market and economic developments. In the short term, equity prices can fluctuate dramatically in response
to these developments. Different parts of the market and different types of equity securities can react
differently to these developments and then can affect a single issuer, multiple issuers within the same
industry, the economic sector or geographic region, or the market as a whole. The real estate industry is
sensitive to economic downturns. The value of securities of companies engaged in real estate activities can
be affected by changes in real estate values and rental income, property taxes, interest rates and tax and
regulatory requirements. In addition, the value of a REIT’s equity securities can depend on the capital
structure and amount of cash flow generated by the REIT.
We expect a portion of our portfolio of real estate-related assets to be illiquid and we may not be able
to adjust our portfolio in response to changes in economic and other conditions.
We may purchase real estate securities in connection with privately negotiated transactions that are not
registered under the relevant securities laws, resulting in a prohibition against their transfer, sale, pledge or
other disposition except in a transaction that is exempt from the registration requirement of, or is otherwise
in accordance with, those laws. As a result, our ability to vary our portfolio in response to changes in
economic and other conditions may be relatively limited. The mezzanine and bridge loans we may purchase
will be particularly illiquid investments due to their short life, their unsuitability for securitization and the
greater risk of our inability to recover loaned amounts in the event of a borrower’s default.
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Interest rate and related risks may cause the value of our real estate-related assets to be reduced.
We will be subject to interest rate risk with respect to any investments in fixed income securities, such
as preferred equity and debt securities, and to a lesser extent distribution paying A Shares. Interest rate risk
is the risk that these types of securities will decline in value because of changes in market interest rates.
Generally, when market interest rates rise, the fair value of such securities will decline, and vice versa.
During periods of rising interest rates, the average life of certain types of securities may be extended
because of slower than expected principal payments. This may lock in a below-market interest rate, increase
the security’s duration and reduce the value of the security. This is known as extension risk. During periods
of declining interest rates, an issuer may be able to exercise an option to prepay principal earlier than
scheduled, which is generally known as call risk or prepayment risk. If this occurs, we may be forced to
reinvest in lower yielding securities. This is known as reinvestment risk. Preferred equity and debt securities
frequently have call features that allow the issuer to redeem the security prior to its stated maturity. An
issuer may redeem an obligation if the issuer can refinance the debt at a lower cost due to declining interest
rates or an improvement in the credit standing of the issuer. These risks may reduce the value of any real
estate-related securities investments we acquire.
Our investments in real estate-related assets will be subject to the risks related to the underlying real
estate.
Real estate loans secured by properties are subject to the risks related to underlying real estate. The
ability of a borrower to repay a loan secured by a property typically is dependent upon the successful
operation of such property rather than upon the existence of independent income or assets of the borrower.
If the net operating income of the property is reduced, the borrower’s ability to repay the loan may be
impaired. Any default on the loan could result in our acquiring ownership of the property, and we would
bear a risk of loss of principal to the extent of any deficiency between the value of the collateral and the
principal and accrued interest of the mortgage loan. In addition, foreclosure of a mortgage loan can be an
expensive and lengthy process that could have a substantial negative effect on our anticipated return on the
foreclosed loan.
We will not know whether the values of the properties ultimately securing any loans we acquire will
remain at the levels existing on the dates we acquire those loans. If the values of the underlying properties
decline, our risk will increase because of the lower value of the security associated with such loans. In this
manner, real estate values could impact the values of our loan investments.
If we liquidate prior to the maturity of our real estate-related assets, we may be forced to sell those
investments on unfavorable terms or at a loss.
Our board of directors may choose to liquidate our assets, including our real estate-related assets. If we
liquidate those investments prior to their maturity, we may be forced to sell those investments on
unfavorable terms or at a loss. For instance, if we are required to liquidate mortgage loans at a time when
prevailing interest rates are higher than the interest rates of such mortgage loans, we likely would sell such
loans at a discount to their stated principal values.
Risks Associated with Debt Financing
We may incur mortgage indebtedness and other borrowings, which we have broad authority to incur, that
may increase our business risks and decrease the value of your investment.
We expect that in most instances, we will acquire real properties by using either existing financing or
borrowing new funds. In addition, we may incur mortgage debt and pledge all or some of our real
properties as security for that debt to obtain funds to acquire additional real properties. We may borrow if
we need funds to satisfy the REIT tax qualification requirement that we distribute annually to our
stockholders at least 90% of our REIT taxable income (which does not equal net income as calculated in
accordance with GAAP), determined without regard to the deduction for dividends paid and excluding net
capital gain. We also may borrow if we otherwise deem it necessary or advisable to assure that we maintain
our qualification as a REIT.
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There is no limitation on the amount we may borrow against any single improved property. Our
charter provides that the maximum amount of our total indebtedness shall not exceed 300% of our total
“net assets” (total assets (other than intangibles) at cost, before deducting depreciation, reserves for bad
debts or other non-cash reserves, less total liabilities) as of the date of any borrowing (which is the
maximum level of indebtedness permitted under the NASAA REIT Guidelines, absent a satisfactory
showing that a higher level is appropriate), which is generally expected to be approximately 75% of the cost
of our investments.
Notwithstanding this 75% leverage limitation, we intend to target the greater of 50% loan-to-value or
loan-to-cost. However, during the initial stages of our offering, our leverage ratio could exceed our target
leverage ratio. We may exceed our leverage limit if such excess 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 exceeding such limit. However, this charter limitation does not apply to individual real
estate assets or investments. In addition, it is our intention to limit our borrowings to 75% of the aggregate
fair market value of our assets (calculated after the close of our offering and once we have invested
substantially all the proceeds of our offering), unless excess borrowing is approved by a majority of the
independent directors and disclosed to stockholders in our next quarterly report following such borrowing
along with justification for such excess borrowing. However, subsequent events, including changes in the
fair market value of our assets, could result in our exceeding these limits. We expect that during the period
of our offering we will seek such independent director approval of borrowings in excess of these limitations
since we will then be in the process of raising our equity capital to acquire our portfolio. As a result, we
expect that our debt levels will be higher until we have raised equity capital and repaid a portion of our
initial leverage. High debt levels would cause us to incur higher interest charges, would result in higher debt
service payments and could be accompanied by restrictive covenants. These factors could limit the amount
of cash we have available to distribute and could result in a decline in the value of your investment.
If there is a shortfall between the cash flow from a property and the cash flow needed to service
mortgage debt on a property, then the amount available for distributions to stockholders may be reduced.
In addition, incurring mortgage debt increases the risk of loss since defaults on indebtedness secured by a
property may result in lenders initiating foreclosure actions. In that case, we could lose the property
securing the loan that is in default, thus reducing the value of your investment. For U.S. federal income tax
purposes, a foreclosure of any of our properties would be treated as a sale of the property for a purchase
price equal to the outstanding balance of the debt secured by the mortgage. If the outstanding balance of
the debt secured by the mortgage exceeds our tax basis in the property, we would recognize taxable income
on foreclosure, but would not receive any cash proceeds. In such event, we may be unable to pay the amount
of distributions required in order to maintain our REIT status. We may give full or partial guarantees to
lenders of mortgage debt to the entities that own our properties. When we provide a guaranty on behalf of
an entity that owns one of our properties, we will be responsible to the lender for satisfaction of the debt if
it is not paid by such entity. If any mortgages contain cross-collateralization or cross-default provisions, a
default on a single property could affect multiple properties. If any of our properties are foreclosed upon
due to a default, our ability to pay cash distributions to our stockholders will be adversely affected which
could result in our losing our REIT status and would result in a decrease in the value of your investment.
Increases in interest rates could increase the amount of our debt payments and adversely affect our ability
to pay distributions to our stockholders.
We expect that we will incur indebtedness in the future. To the extent that we incur variable rate debt,
increases in interest rates would increase our interest costs, which could reduce our cash flows and our
ability to pay distributions to you. In addition, if we need to repay existing debt during periods of rising
interest rates, we could be required to liquidate one or more of our investments in properties at times that
may not permit realization of the maximum return on such investments.
Lenders may require us to enter into restrictive covenants relating to our operations, which could limit our
ability to make distributions to our stockholders.
When providing financing, a lender may impose restrictions on us that affect our distribution and
operating policies and our ability to incur additional debt. Loan agreements we enter may contain
covenants that limit our ability to further mortgage a property, discontinue insurance coverage or replace
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our advisor. In addition, loan documents may limit our ability to replace a property’s property manager or
terminate certain operating or lease agreements related to a property. These or other limitations would
decrease our operating flexibility and our ability to achieve our operating objectives.
Our derivative financial instruments that we may use to hedge against interest rate fluctuations may not
be successful in mitigating our risks associated with interest rates and could reduce the overall returns on our
stockholders’ investments.
We may use derivative financial instruments to hedge exposures to changes in interest rates on loans
secured by our assets, but no hedging strategy can protect us completely. We cannot assure you that our
hedging strategy and the derivatives that we use will adequately offset the risk of interest rate volatility or
that our hedging transactions will not result in losses. In addition, the use of such instruments may reduce
the overall return on our investments. These instruments may also generate income that may not be treated
as qualifying REIT income for purposes of the 75% Gross Income Test or the 95% Gross Income Test.
Finally, while we have not experienced negative interest rates in the United States, some central banks in
Europe and Asia have cut interest rates below zero, and the Open Market Committee of the Federal
Reserve has not ruled out the possibility that it may in the future adopt similar policies in the United States.
Because of the novelty that negative interest rates would present, it is possible that such rates would
adversely affect the functionality of our interest rate risk management and other models. This could lead to
disruptions in our hedging and other risk management programs, result in significant fair value losses on
the derivatives we use to manage interest rate risk, reduce our net interest income, increase our operational
risk, and have other unforeseen consequences.
Interest-only and adjustable rate indebtedness may increase our risk of default and ultimately may reduce
our funds available for distribution to our stockholders.
We may finance our property acquisitions using interest-only mortgage indebtedness. During the
interest-only period, the amount of each scheduled payment will be less than that of a traditional
amortizing mortgage loan. The principal balance of the mortgage loan will not be reduced (except in the
case of prepayments) because there are no scheduled monthly payments of principal during this period.
After the interest-only period, we will be required either to make scheduled payments of amortized
principal and interest or to make a lump-sum or “balloon” payment at maturity. These required principal or
balloon payments will increase the amount of our scheduled payments and may increase our risk of default
under the related mortgage loan. Our ability to make a balloon payment at maturity is uncertain and may
depend upon our ability to obtain additional financing or our ability to sell the property. At the time the
balloon payment is due, we may or may not be able to refinance the balloon payment on terms as favorable
as the original loan or sell the property at a price sufficient to make the balloon payment. The effect of a
refinancing or sale could affect the rate of return to stockholders and the projected time of disposition of
our assets. In addition, payments of principal and interest made to service our debts may leave us with
insufficient cash to pay the distributions that we are required to pay to maintain our qualification as a
REIT. Any of these results would have a significant, negative impact on our stockholders’ investments.
Finally, if the mortgage loan has an adjustable interest rate, the amount of our scheduled payments
also may increase at a time of rising interest rates. Increased payments and substantial principal or balloon
maturity payments will reduce the funds available for distribution to our stockholders because cash
otherwise available for distribution will be required to pay principal and interest associated with these
mortgage loans.
We have broad authority to utilize leverage and high levels of leverage could hinder our ability to make
distributions and decrease the value of your investment.
Our charter does not limit us from utilizing financing until our borrowings exceed 300% of our total
“net assets” (as defined in our charter in accordance with the NASAA REIT Guidelines), which is generally
expected to approximate 75% of the aggregate cost of our investments, however, we intend to target a
leverage ratio of 50%. During the initial stages of our offering, our leverage ratio could exceed our target
leverage ratio. Further, we can incur financings in excess of this limitation with the approval of our
independent directors. High leverage levels would cause us to incur higher interest charges and higher debt
service payments and the agreements governing our borrowings may also include restrictive covenants.
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These factors could limit the amount of cash we have available to distribute to you and could result in a
decline in the value of your investment.
We may be adversely affected by changes in LIBOR reporting practices, the method in which LIBOR is
determined, or the use of alternative reference rates.
In July 2017, the Financial Conduct Authority (“FCA”) announced that it intends to stop compelling
banks to submit rates for the calculation of LIBOR after 2021. As a result, the Federal Reserve Board and
the Federal Reserve Bank of New York organized the Alternative Reference Rates Committee which
identified the Secured Overnight Financing Rate (“SOFR”) as its preferred alternative to USD-LIBOR. We
are not able to predict when LIBOR will cease to be published or precisely how SOFR will be calculated
and published. Any changes adopted by FCA or other governing bodies in the method used for
determining LIBOR may result in a sudden or prolonged increase or decrease in reported LIBOR. If that
were to occur, our interest payments could change. In addition, uncertainty about the extent and manner of
future changes may result in interest rates and/or payments that are higher or lower than if LIBOR were to
remain available in its current form.
We have or may have contracts that are indexed to LIBOR and monitor and evaluate the related risks,
which include interest amounts on variable rate debt and the swap rate for interest rate swaps. In the event
that LIBOR is discontinued, the interest rates will be based on a fallback reference rate specified in the
applicable documentation governing such debt or swaps or as otherwise agreed upon. Such an event would
not affect our ability to borrow or maintain already outstanding borrowings, but the alternative reference
rate could vary from the underlying exposure or be higher and more volatile than LIBOR. Certain risks
arise in connection with transitioning contracts to an alternative reference rate, including any resulting value
transfer that may occur. The value of loans, securities, or derivative instruments tied to LIBOR could also
be impacted if LIBOR is limited or discontinued. For some instruments, the method of transitioning to an
alternative rate may be challenging, as they may require substantial negotiation with each respective
counterparty. If a contract is not transitioned to an alternative reference rate and LIBOR is discontinued,
the impact is likely to vary by contract. If LIBOR is discontinued or if the method of calculating LIBOR
changes from its current form, interest rates on our current or future indebtedness may be adversely
affected. While we expect LIBOR to be available in substantially its current form until the end of 2021, it is
possible that LIBOR will become unavailable prior to that. This could occur, for example, if sufficient
banks decline to make submissions to the LIBOR administrator. In that case, the risks associated with the
transition to an alternative reference rate will be accelerated.
U.S. Federal Income Tax Risks
Failure to qualify and maintain our qualification as a REIT would adversely affect our operations and our
ability to make distributions.
We elected to be taxed as, and currently qualify as, a REIT, beginning with our taxable year ended
December 31, 2018. In order for us to continue to maintain our qualification as a REIT, we must satisfy
certain requirements set forth in the Code and Treasury Regulations that may depend on various factual
matters and circumstances that are not entirely within our control. We intend to structure our activities in a
manner designed to satisfy all of these requirements. However, if certain of our operations were to be
recharacterized by the Internal Revenue Service, or the IRS, such recharacterization could jeopardize our
ability to satisfy all of the requirements for qualification as a REIT. Morris, Manning & Martin LLP has
rendered its opinion that we will qualify as a REIT, based upon our representations as to the manner in
which we will be owned, invest in assets, and operate, among other things. However, our qualification as a
REIT will depend upon our ability to meet, through investments, actual operating results, distributions, and
satisfaction of the various tests imposed by the Code, the requirements to be taxed as a REIT under the
Code and Treasury Regulations. Morris, Manning & Martin LLP will not review these operating results or
compliance with the qualification standards on an ongoing basis. This means that we may fail to satisfy the
REIT requirements in the future. Also, any legal opinion from Morris, Manning & Martin LLP represents
that firm’s legal judgment based on the law in effect as of the date of the filing of such opinion with a
registration statement for our offering or any future public offering in which we elect to engage. Morris,
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Manning & Martin LLP’s opinion is not binding on the IRS or the courts, and we will not apply for a
ruling from the IRS regarding our status as a REIT. Future legislative, judicial, or administrative changes to
the U.S. federal income tax laws could be applied retroactively, which could result in our disqualification as
a REIT.
If we fail to qualify as a REIT for any taxable year and we do not qualify for certain statutory relief
provisions, we will be subject to U.S. federal income tax on our taxable income at corporate rates. In
addition, we would generally be disqualified from treatment as a REIT for the four taxable years following
the year we lose our REIT status. Losing our REIT status would reduce our net earnings available for
investment or distribution to stockholders because of the additional tax liability. In addition, distributions
to stockholders would no longer qualify for the dividends paid deduction, and we would no longer be
required to make distributions. If this occurs, we might be required to borrow funds or liquidate some
investments in order to pay the applicable tax.
To qualify and maintain our qualification as a REIT, we must meet annual distribution requirements,
which may result in us distributing amounts that may otherwise be used for our operations and which could
result in our inability to acquire assets.
To obtain the favorable tax treatment afforded to REITs under the Code, we generally will be required
each year to distribute to our stockholders at least 90% of our REIT taxable income determined without
regard to the dividends-paid deduction and excluding net capital gain. To the extent that we do not
distribute all of our net capital gains or distribute at least 90%, but less than 100%, of our REIT taxable
income, as adjusted, we will have to pay tax on those amounts at regular corporate tax rates. Furthermore,
if we fail to distribute during each calendar year at least the sum of (a) 85% of our ordinary income for that
year, (b) 95% of our capital gain net income for that year, and (c) any undistributed taxable income from
prior periods, we would have to pay a 4% nondeductible excise tax on the excess of the required distribution
over the sum of (a) the amounts that we actually distributed and (b) the amounts we retained and upon
which we paid income tax at the corporate level. These requirements could cause us to distribute amounts
that otherwise would be spent on investments in real estate assets, and it is possible that we might be
required to borrow funds, possibly at unfavorable rates, or sell assets to fund these distributions. Although
we intend to make distributions sufficient to meet the annual distribution requirements and to avoid U.S.
federal income and excise taxes, it is possible that we might not always be able to do so.
You may have current tax liability on distributions you elect to reinvest in our K Shares, K-I Shares and
K-T Shares but would not receive cash from such distributions, and therefore you would need to use funds from
another source to pay such tax liability.
If you participate in our DRIP, you will be deemed to have received, and for U.S. federal income tax
purposes will be taxed on, the amount reinvested in K Shares, K-I Shares and K-T Shares, as applicable, to
the extent the amount reinvested is properly treated as being paid out of “earnings and profits.” As a result,
unless you are a tax-exempt entity, you may have to use funds from other sources to pay your tax liability on
the distributions reinvested in our common stock.
Certain of our business activities potentially may be subject to the prohibited transactions tax, which
could reduce the return on your investment.
If we dispose of a property (other than foreclosure property) during the first few years following its
acquisition, such property may be treated as inventory or property held primarily for sale to customers in
the ordinary course of a trade or business, which would subject us to a 100% tax on any gain recognized on
the sale under applicable provisions of the Code related to “prohibited transactions,” unless certain safe
harbor requirements are satisfied. Whether property is inventory or otherwise held primarily for sale to
customers in the ordinary course of a trade or business depends on the particular facts and circumstances
surrounding each property. Properties we own, directly or through any subsidiary entity, including our
operating partnership, but generally excluding our TRSs, may, depending on how we conduct our
operations, be treated as inventory or property held primarily for sale to customers in the ordinary course of
a trade or business. Any losses we incur on such prohibited transactions may not be used to offset gains
from prohibited transactions. Any taxes we pay would reduce our cash available for distribution to you. Our
concern over paying the prohibited transactions tax may cause us to forego disposition opportunities that
would otherwise be advantageous if we were not a REIT.
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Distributions payable by REITs generally are subject to a higher tax rate than regular corporate dividends
under current law.
The maximum U.S. federal income tax rate for “qualified dividends” payable to U.S. stockholders that
are individuals, trusts and estates generally is 20%. Dividends payable by REITs, however, are generally not
eligible for the reduced rates for qualified dividends and are taxed at ordinary income rates (however,
distributions, other than distributions designated as capital gain distributions and distributions traceable to
distributions from a taxable REIT subsidiary, which are received by a pass-through entity or an individual,
are eligible for a 20% deduction from gross income under the current tax laws that will expire if not
extended at the end of 2025). Although the reduced rate for “qualified dividends” does not adversely affect
the taxation of REITs or dividends payable by REITs, to the extent that the reduced rates continue to apply
to regular corporate qualified dividends, investors that are individuals, trusts and estates may perceive
investments in REITs to be relatively less attractive than investments in the stock of non-REIT
corporations that pay dividends.
In certain circumstances, we may be subject to U.S. federal, state and local income taxes as a REIT, which
would reduce our cash available for distribution to you.
Even if we maintain our status as a REIT, we may be subject to U.S. federal, state, and local income
taxes. For example, as noted above, net income from the sale of properties that are inventory or held
primarily for sale to customers in the ordinary course of a trade or business will be subject to a 100% tax,
absent the satisfaction of certain safe harbor requirements. Furthermore, and as also noted above, we may
not be able to make sufficient distributions to avoid excise taxes applicable to REITs. We also may decide to
retain net capital gain we earn from the sale or other disposition of properties and pay income tax directly
on such income. In that event, our stockholders would receive a credit for the tax we paid. That is, our
stockholders would be treated as if they earned that income and paid the tax on it directly. However,
stockholders that are tax-exempt, such as IRAs, charities, or qualified pension plans, would have no benefit
from their deemed payment of such tax liability unless they file U.S. federal income tax returns and seek a
refund of such tax. Further, a 100% excise tax would be imposed on certain transactions between us and
any potential TRSs that are not conducted on an arm’s-length basis. We also may be subject to state and
local taxes on our income or property, either directly or at the level of the other companies through which
we indirectly own our assets. Any taxes we pay would reduce our cash available for distribution to you.
Our TRSs will be subject to corporate-level taxes, and our dealings with our TRSs may be subject to a
100% excise tax.
A REIT may own the stock of one or more subsidiaries it, together with such subsidiaries, elects to
treat as TRSs. Our TRSs will be subject to U.S. federal, state, and local income tax on their taxable income.
The after-tax net income of our TRSs would be available for distribution to us. A TRS may hold assets and
earn income that would not be qualifying assets or income if held or earned directly by a REIT. A REIT
cannot earn qualifying income from the operation of a hotel, motel or similar property, but can earn
qualifying rental income if it leases a “qualified lodging facility” to a TRS, which then retains an “eligible
independent contractor” to operate the facility. We may use our TRSs generally for other activities as well,
such as to hold properties for sale in the ordinary course of a trade or business or to hold assets to conduct
activities that we cannot conduct directly as a REIT. A TRS will be subject to applicable U.S. federal, state,
local, and foreign income tax on its taxable income, including corporate income tax on the TRS’s income,
and is, as a result, less tax efficient than with respect to income we earn directly. In addition, the rules,
which are applicable to us as a REIT, as described in the immediately preceding risk factor, also impose a
100% excise tax on certain transactions between us and any of our TRSs if such transactions are not
conducted on an arm’s-length basis. For example, to the extent that the rent paid by one of our TRSs
exceeds an arm’s-length rental amount, such amount would be potentially subject to a 100% excise tax.
While we intend that all transactions between us and our TRSs would be conducted on an arm’s-length
basis, and therefore, any amounts paid by our TRSs to us would not be subject to the excise tax, no
assurance can be given that the IRS would not disagree with such conclusion and levy an excise tax on such
transactions.
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If our leases to our TRSs are not respected as true leases for U.S. federal income tax purposes, we would
fail to qualify as a REIT.
To qualify as a REIT, we must satisfy two gross income tests, under which specified percentages of our
gross income must be derived from certain sources, such as “rents from real property.” In order for rent paid
to us by our TRSs to qualify as “rents from real property” for purposes of the REIT gross income tests, the
leases must be respected as true leases for U.S. federal income tax purposes and not be treated as service
contracts, joint ventures, or some other type of arrangement. If our leases are not respected as true leases
for U.S. federal income tax purposes, we would fail to qualify as a REIT, which would materially adversely
impact the value of an investment in our securities and in our ability to pay distributions to you.
If our hotel properties are not “qualified lodging facilities” or our “qualified lodging facilities” are not
properly leased to a TRS or the managers of such “qualified lodging facilities” do not qualify as “eligible
independent contractors,” we could fail to qualify as a REIT.
In general, we cannot earn qualifying income from the operation of any hotel facilities and can only
indirectly earn qualifying income from “qualified lodging facilities” on an after-tax basis through leases of
such properties to one or more TRSs. A “qualified lodging facility” is a hotel, motel, or other establishment
in which more than one-half of the dwelling units are used on a transient basis at which or in connection
with which wagering activities are not conducted. Rent paid by a lessee that is a “related party tenant” of
ours generally will not be qualifying income for purposes of the two gross income tests applicable to REITs;
however, there are exceptions to this related party tenant rule for certain leases of “qualified lodging
facilities” to TRSs. The rent we receive from a TRS that leases “qualified lodging facilities” from us will not
be disqualified as qualifying “rents from real property” if the TRS retains an independent management
company that qualifies as an “eligible independent contractor” under the Code to operate and manage the
hotel property.
An “eligible independent contractor” is an independent contractor that, at the time such contractor
enters into a management or other agreement with a TRS to operate a “qualified lodging facility,” is
actively engaged in the trade or business of operating “qualified lodging facilities” for any person not
related, as defined in the Code, to us or the TRS. Among other requirements, in order to qualify as an
independent contractor, a manager must not own, directly or by applying certain ownership attribution
provisions of the Code, more than 35% of our outstanding shares of stock, and no person or group of
persons can own more than 35% of our outstanding shares and 35% of the ownership interests of the
manager (with respect to ownership interests in such managers that are publicly traded, only holders of
more than 5% of such ownership interests count towards the 35% test). We anticipate that substantially all
of our management contracts will be with management companies affiliated with our sponsor and advisor.
The ownership attribution rules that apply for purposes of the 35% thresholds are complex. There can be
no assurance that the permitted levels of ownership of our stock attributable to our property managers and
their owners will not be exceeded. If that occurs, then our property management companies would not be
“eligible independent contractors,” and the rents we receive from our TRSs would fail to qualify for the
gross income tests, which could result in our failing to qualify as a REIT. Failure to qualify as a REIT
would materially adversely impact the value of an investment in our securities and in our ability to pay
distributions to you.
Complying with REIT requirements may force us to forgo and/or liquidate otherwise attractive investment
opportunities.
To qualify and maintain our qualification as a REIT, we must ensure that we meet the REIT gross
income tests annually and that at the end of each calendar quarter, at least 75% of the value of our assets
consists of cash, cash items, government securities, and qualified real estate assets, including certain
mortgage loans and certain kinds of mortgage-related securities. The remainder of our investment in
securities (other than government securities, TRSs, qualified REIT subsidiaries, and qualified real estate
assets) generally cannot include more than 10% of the outstanding securities by vote or value of any one
issuer. In addition, in general, no more than 5% of the value of our assets can consist of the securities
(other than government securities, TRSs, qualified REIT subsidiaries, and qualified real estate assets) of
any one issuer, and no more than 20% of the value of our total assets for tax years can be represented by
securities of one or more TRSs. In addition, not more than 25% of our assets may consist of debt
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instruments issued by publicly offered REITs that qualify as “real estate assets” only because of the express
inclusion of “debt instruments issued by publicly offered REITs” in the definition of “real estate assets.” If
we fail to comply with these requirements at the end of any calendar quarter other than our first REIT
calendar quarter, we must correct the failure within 30 days after the end of the calendar quarter or qualify
for certain statutory relief provisions to avoid losing our REIT qualification and suffering adverse tax
consequences. As a result, we may be required to liquidate from our portfolio or not make otherwise
attractive investments in order to maintain our qualification as a REIT. These actions could have the effect
of reducing our income and amounts available for distribution to our stockholders.
Recharacterization of sale-leaseback transactions may cause us to lose our REIT status, which would
subject us to U.S. federal income tax at corporate rates, which would reduce the amounts available for
distribution to you.
We may purchase properties and lease them back to the sellers of such properties. While we will use
our best efforts to structure any such sale-leaseback transaction such that the lease will be characterized as a
“true lease,” thereby allowing us to be treated as the owner of the property for U.S. federal income tax
purposes, the IRS could challenge such characterization. In the event that any such sale-leaseback is
challenged and recharacterized as a financing transaction or loan for U.S. federal income tax purposes,
deductions for depreciation and cost recovery relating to such property would be disallowed. If a
sale-leaseback transaction were so recharacterized, we might fail to satisfy the REIT qualification asset tests
or income tests and, consequently, could lose our REIT status effective with the year of recharacterization.
Alternatively, the amount of our REIT taxable income could be recalculated, which also might cause us to
fail to meet the annual distribution requirement for a taxable year in the event we cannot make a sufficient
deficiency distribution.
Legislative or regulatory action could adversely affect the returns to our investors.
In recent years, numerous legislative, judicial and administrative changes have been made in the
provisions of U.S. federal income tax laws applicable to investments similar to an investment in shares of
our common stock. Additional changes to the tax laws are likely to continue to occur, and we cannot assure
you that any such changes will not adversely affect our taxation and our ability to continue to qualify as a
REIT or the taxation of a stockholder. Any such changes could have an adverse effect on an investment in
our shares or the resale potential of our assets. Our stockholders are urged to consult with their tax advisor
with respect to the impact of recent legislation on their investment in our shares and the status of
legislative, regulatory or administrative developments and proposals and their potential effect on an
investment in our shares.
Although REITs generally receive better tax treatment than entities taxed as regular corporations, it is
possible that future legislation would result in a REIT having fewer tax advantages, and it could become
more advantageous for a company that invests in real estate to elect to be treated for U.S. federal income tax
purposes as a regular corporation. As a result, our charter provides our board of directors with the power,
under certain circumstances, to revoke or otherwise terminate our REIT election and cause us to be taxed
as a regular corporation, without the vote of our stockholders. Our board of directors has fiduciary duties
to us and could only cause such changes in our tax treatment if it determines in good faith that such
changes are in the best interests of the Company.
We urge you to consult with your own tax advisor with respect to the status of any legislative,
regulatory or administrative developments and proposals and their potential effect on an investment in
shares of our common stock.
If our operating partnership is classified as a “publicly traded partnership” under the Code, its income
may be subject to taxation, which would reduce the cash available for distribution to you and likely result in a
loss of our REIT status.
We intend to maintain the status of the operating partnership as a partnership, and not as an
association or a publicly traded partnership for U.S. federal income tax purposes. However, if the IRS were
to successfully challenge the status of the operating partnership as a partnership for such purposes, it would
be taxable as a corporation. In such event, this would reduce the amount of distributions that the operating
partnership could make to us. This would also likely result in our losing REIT status, and, if so, becoming
subject to a corporate level tax on our own income. This would substantially reduce any cash available to
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pay distributions. In addition, if any of the partnerships or limited liability companies through which the
operating partnership owns its properties, in whole or in part, loses its characterization as a partnership and
is otherwise not disregarded for U.S. federal income tax purposes, it would be subject to taxation as a
corporation, thereby reducing distributions to the operating partnership. Such a recharacterization of an
underlying property owner could also threaten our ability to maintain our status as a REIT.
Foreign purchasers of our K Shares, K-I Shares and K-T Shares may be subject to FIRPTA tax upon the
sale of their shares or upon the payment of a capital gain dividend, which would reduce any gains they would
otherwise have on their investment in our shares.
A foreign person disposing of a U.S. real property interest, including shares of a U.S. corporation
whose assets consist principally of U.S. real property interests, is generally subject to the Foreign Investment
in Real Property Tax Act of 1980, as amended, which is frequently referred to as FIRPTA, on the gain
recognized on the disposition. The FIRPTA tax does not apply, however, to certain non-U.S. pension plans
or to the disposition of stock in a REIT if the REIT is “domestically controlled.” A REIT is “domestically
controlled” if less than 50% of the REIT’s stock, by value, has been owned directly or indirectly by persons
who are not qualifying U.S. persons during a continuous five-year period ending on the date of disposition
or, if shorter, during the entire period of the REIT’s existence. We cannot assure you that we will qualify as
a “domestically controlled” REIT. If we were to fail to so qualify, gain realized by foreign investors on a sale
of our shares would be subject to FIRPTA tax, unless one or more classes of our shares were traded on an
established securities market and the foreign investor did not at any time during a specified testing period
directly or indirectly own more than 10% of the value of that class of shares.
A foreign investor also may be subject to FIRPTA tax upon the payment of any dividend by us, which
dividend is attributable to gain from sales or exchanges of U.S. real property interests, subject to a similar
exception for less than 10% holders of a class of shares traded on an established securities market. We
encourage you to consult your own tax advisor to determine the tax consequences applicable to you if you
are a foreign investor.
Retirement Plan Risks
If our assets are deemed to be ERISA plan assets, the Advisor and we may be exposed to liabilities under
Title I of ERISA and the Code.
In some circumstances where an ERISA plan holds an interest in an entity, the assets of the entire
entity are deemed to be ERISA plan assets unless an exception applies. This is known as the “look-through
rule.” Under those circumstances, the obligations and other responsibilities of plan sponsors, plan
fiduciaries and plan administrators, and of parties in interest and disqualified persons, under Title I of
ERISA and Section 4975 of the Code, as applicable, may be applicable, and there may be liability under
these and other provisions of ERISA and the Code. We believe that our assets should not be treated as plan
assets because the shares should qualify as “publicly-offered securities” that are exempt from the
look-through rules under applicable Treasury Regulations. We note, however, that because certain
limitations are imposed upon the transferability of shares so that we may qualify as a REIT, and perhaps
for other reasons, it is possible that this exemption may not apply. If that is the case, and if the Advisor or
we are exposed to liability under ERISA or the Code, our performance and results of operations could be
adversely affected. Prior to making an investment in us, you should consult with your legal and other
advisors concerning the impact of ERISA and the Code on your investment and our performance.
Compliance with the SEC’s Regulation Best Interest by participating broker dealers may negatively
impact our ability to raise capital in this offering, which would harm our ability to achieve our investment
objectives.
Commencing June 30, 2020, broker dealers are required to comply with Regulation Best Interest,
which, among other requirements, establishes a new standard of conduct for broker dealers and their
associated persons when making a recommendation of any securities transaction or investment strategy
involving securities to a retail customer. The impact of Regulation Best Interest on participating broker
dealers cannot be determined at this time, and it may negatively impact whether participating broker dealers
and their associated persons recommend this offering to certain retail customers. If Regulation Best Interest
reduces our ability to raise capital in this offering, it would harm our ability to further expand and diversify
our portfolio of investments, as well as our ability to achieve our investment objectives.
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ESTIMATED USE OF PROCEEDS
The following table sets forth our estimates of how we intend to use the gross proceeds and net
proceeds from this offering assuming we sell the specified numbers of shares pursuant to our primary
offering and DRIP. The table also assumes that the full dealer manager fee and selling commissions are paid
on all K-I Shares, K Shares and K-T Shares sold to investors participating in this offering and that such
dealer manager fees and selling commissions, as well as other organization and offering expenses, are paid
from the proceeds of the sale of our A Shares to our advisor and its affiliates pursuant to a private
placement. The amount of net proceeds may be more or less than the amount depicted in the table below
depending on the offering price and the actual number of shares we sell in this offering. All or a portion of
the selling commissions or dealer manager fees may be reduced or eliminated in connection with certain
categories of sales, including but not limited to sales for which a volume discount applies (K Shares only),
sales through investment advisers or banks acting as trustees or fiduciaries, and sales to our affiliates. See
“Plan of Distribution.” The reduction in these selling commissions or dealer manager fees will be
accompanied by a corresponding reduction in the per share purchase price of K-I Shares, K Shares and
K-T Shares. To the extent the per share purchase price of any K-I Share, K Share or K-T Share is reduced
due to a reduction in selling commissions (other than in connection with volume discounts) or dealer
manager fees, we will sell additional A Shares and use such proceeds to invest in real estate and real
estate-related assets so that the gross dollars available for investment for each K-I Share, K Share or
K-T Share we sell will be the same as if we sold the same number of K-I Shares, K Shares or K-T Shares
without any discount.
In some cases, particularly early in the life of our company, in order to finance the acquisition of
properties, we may use the proceeds from the sale of A Shares to our advisor and its affiliates to acquire
properties. To the extent we use the proceeds from the sale of A Shares to acquire properties, we would sell
additional A Shares to our advisor and its affiliates to pay for organization and offering expenses of the
K Shares, K-I Shares and K-T Shares.
We intend to use substantially all of the proceeds from the sale of K-I Shares, K Shares and
K-T Shares sold in this offering, net of expenses, to acquire and invest in a diversified portfolio of
commercial real estate assets across the United States in accordance with our investment objectives and
using the strategies described in this prospectus. We anticipate that the remainder will be used for working
capital and general corporate purposes, including the payment of operating expenses, although a portion
may be used to pay selling commissions, dealer manager fees, or other organization and offering expenses as
noted above.
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 this 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.
We will seek to invest the net proceeds received in this offering from K-I Shares, K Shares and
K-T Shares as promptly as practicable after receipt thereof. However, depending on market conditions and
other factors, including the availability of investments that meet our investment criteria, we may be unable
to invest such proceeds within the time period we anticipate. There can be no assurance we will be able to
sell the number of shares underlying the assumptions on which the information in the below table is based.
We reserve the right to sell additional shares in this offering. However, regardless of whether we sell less or
more than the amount assumed for purposes of this table, we can provide no guarantee that we will achieve
our investment objectives or be able to acquire a diversified portfolio.
The table below sets forth information about how we intend to use the proceeds raised in this offering,
assuming that we sell $500,000,000 in K-I Shares, K Shares and K-T Shares in our primary offering and no
shares pursuant to our DRIP, and also assuming that 25.00% of the gross offering proceeds from our
primary offering come from the sale of K-I Shares, 25.00% of the gross offering proceeds from our primary
offering come from the sale of K Shares and 50.00% of the gross offering proceeds from our primary
offering come from the sale of K-T Shares. The table below also sets forth information assuming we sell
101

$500,000,000 in K-I Shares, K Shares and K-T Shares in our primary offering (with the aforementioned
allocations per share class) and $50,000,000 in K-I Shares, K Shares and K-T Shares pursuant to our DRIP,
with 25% of the gross offering proceeds from our DRIP coming from the sale of K-I Shares, 25% of the
gross offering proceeds from our DRIP coming from the sale of K Shares, and 50% of the gross offering
proceeds from our DRIP coming from the sale of K-T Shares. The estimated use of proceeds table below
does not reflect that we intend to use the proceeds from the sale of A Shares to our advisor and its affiliates
in a separate private placement to fund the selling commissions, dealer manager fees and other organization
and offering expenses payable in connection with K Shares, K-I Shares and K-T Shares.

Gross offering proceeds . . . . . . . . . . . . . . . . . . .

Target
Maximum
K Shares
(Primary
Offering)

Target
Maximum
K-I Shares
(Primary
Offering)

Target
Maximum
K-T Shares
(Primary
Offering)

Target
Maximum
K Shares,
K-I Shares
and K-T
Shares
(DRIP)(7)

$125,000,000

$125,000,000

$250,000,000

$50,000,000

$550,000,000

Maximum
Offering
Including
DRIP(1)(7)

Less Offering Expenses:
Selling commissions – K Shares(1) . . . . . . . . . . . . .

7.0% $

8,750,000

$

—

$

—

$

—

$

8,750,000

Dealer manager fee – K Shares(1) . . . . . . . . . . . . .

3.0% $

3,750,000

$

—

$

—

$

—

$

3,750,000

1.5% $

1,875,000

(1)(6)

1,875,000

$

—

$

—

$

—

$

Selling commissions – K-I Shares . . . . . . . . . . . . .

—

$

—

$

—

$

—

$

—

$

—

Dealer manager fee – K-I Shares(1) . . . . . . . . . . . .

3.0% $

—

$

3,750,000

$

—

$

—

$

3,750,000

Organization and offering expenses – K-I Shares(1)(6) . .

1.5% $

—

$

1,875,000

$

—

$

—

$

1,875,000

Organization and offering expenses – K Shares

(2)

.. . .

$

—

$ 8,750,000

$

—

$

—

$

8,750,000

Selling commissions – K-T Shares(1) . . . . . . . . . . . .

3.0% $

—

$

—

$

7,500,000

$

—

$

7,500,000

Dealer manager fee – K-T Shares(1) . . . . . . . . . . . .

3.0% $

—

$

—

$

7,500,000

$

—

$

7,500,000

Organization and offering expenses – K-T Shares(1)(6) . .

1.5% $

—

$

—

$

3,750,000

$

—

$

3,750,000

3.0% $

—

$

—

$

7,500,000

$

—

$

7,500,000

Additional A Shares Issued – K-I Shares

Stockholder Servicing Fee – K-T Shares

(1)

. . . . . . . .

. . . . . . . .

Net Proceeds Available for Investment . . . . . . . . . .

—

$110,625,000

$110,625,000

$223,750,000

$50,000,000

$495,000,000

Acquisition expenses(3) . . . . . . . . . . . . . . . . .

$ 1,106,250

$

1,106,250

$

2,237,500

$

500,000

$

4,950,000

Initial working capital reserve(4)(5) . . . . . . . . . . .

$

$

—

$

—

$

—

$

—

Less:

Estimated total proceeds available for investments . . . .

—

$109,518,750

$109,518,750

$221,512,500

$49,500,000

$490,050,000

(1) The selling commissions, dealer manager fees, stockholder servicing fee (K-T Shares only), and
organization and offering expenses payable on account of the sale of the K-I Shares, K Shares and
K-T Shares sold to investors in this offering generally will be paid from the proceeds of the sale of A
Shares to our advisor and its affiliates in a private placement. For avoidance of doubt, the stockholder
servicing fee payable in connection with K-T Shares sold in the primary offering is not paid with
offering proceeds from K-T Shares and is not paid from amounts otherwise distributable to holders of
K-T Shares.
(2) Reflects the estimated amount of A Shares we would need to sell to our advisor and its affiliates in a
private placement, based on the allocations in the table above, in order to fund the difference between
the applicable estimated NAV per K-I Share and the offering price per K-I Share sold in our primary
offering so that net proceeds available for investment with respect to K-I Shares equal the applicable
estimated NAV per K-I Share.
(3) Acquisition expenses may include customary third-party acquisition costs which are typically included
in the gross purchase price of the real estate investments we acquire or are paid by us in connection
with such acquisitions. These third-party acquisition costs include legal, accounting, consulting, travel,
appraisals, engineering, due diligence, option payments, title insurance and other costs and expenses
relating to potential acquisitions regardless of whether the property is actually acquired. The actual
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amount of acquisition expenses cannot be determined at the present time and will depend on
numerous factors, including the type and jurisdiction of the real estate investment acquired, the legal
structure of the transaction in which the real estate investment is acquired, the aggregate purchase
price paid to acquire the real estate investment and the number of real estate investments acquired. For
purposes of this table, we have assumed acquisition expenses will constitute 1.0% of net proceeds from
the sale of K-I Shares, K Shares and K-T Shares. As further described in the “Management
Compensation — Acquisition Fee — Our Advisor and our Service Provider” section beginning on
page 142 of the prospectus, the payment of the 1.5% acquisition fee to our advisor is deferred until the
occurrence of a liquidation event. In addition, upon liquidation event, all of the deferred acquisition
fees plus all interest accrued thereon will be paid to the advisor only after the liquidation preference on
our K Shares, K-I Shares and K-T Shares and parity securities has been paid in full to all holders of
K Shares, K-I Shares and K-T Shares and parity securities and all accrued and unpaid asset
management fees and all accrued interest thereon have been paid in full. Therefore, an estimated
acquisition fee amount is not included in the table above.
(4) We may incur capital expenses relating to improvements of our real property. At the time we make each
investment, we will establish estimates of the capital needs of such investment through the anticipated
holding period of the investment. We do not anticipate that we will establish a permanent reserve for
expenses relating to an investment through its anticipated holding period. However, to the extent that
we have insufficient cash for such purposes, we may establish reserves from gross offering proceeds, out
of cash flow generated by our investments, or out of the net cash proceeds received by us from any sale
or payoff of our investments.
(5) Until required in connection with investment in a portfolio of hospitality assets, substantially all of the
net proceeds of our offering and, thereafter, our working capital reserves, may be invested in
short-term, highly liquid investments, including government obligations, bank certificates of deposit,
short-term debt obligations and interest-bearing accounts or other authorized investments as
determined by our board of directors.
(6) We expect that organization and offering expenses will be 1.5% of offering proceeds, however, this is
only an estimate. Should organization and offering expenses exceed 1.5% of offering proceeds, we will
sell additional A Shares to our advisor and its affiliates in a private placement to pay such excess
organization and offering expenses, subject to the limitation that our selling commissions, dealer
manager fees and the other organization and offering expenses do not exceed 15% of the gross
proceeds from this offering.
(7) No selling commissions, dealer manager fees, or stockholder servicing fees are payable in connection
with shares sold pursuant to our DRIP.
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HOSPITALITY INDUSTRY OVERVIEW
Market Outlook
Prior to the outbreak of the COVID-19 pandemic across the United States, the hotel industry was
enjoying strong year-over-year performance in most key metrics. However, the pandemic triggered
unprecedented response from both the public and private sectors which included; mandatory shelter in
place orders, government-enforced travel restrictions, and private sector travel moratoriums. As a result,
overall consumer fears brought business and leisure travel and the entire hospitality industry to an
unprecedented and abrupt standstill by the end of March 2020.
According to the American Hotel and Lodging Association (AHLA), the hotel industry experienced
the most devastating year on record in 2020, resulting in historically low demand, massive job loss, and
hotel closures across the country.1 In the ‘State of the Hotel Industry 2021’ report AHLA indicates that the
impact of COVID-19 on the travel industry so far has been nine times that of September 11th terrorist
attacks.1
Throughout the second and third quarters of 2020, as local and national governments and medical
authorities planned and deployed their emergency response plans, like nearly all US industries, the
hospitality industry was essentially shut down and prohibited from conducting normal business operations.
These developments led to steep declines in occupancy and average daily rate resulting in material and
significant declines in room revenue and food and beverage revenue commencing in March 2020.
The chart below published by HVS in January of 2021 compares 2019 hotel occupancy to 2020
occupancy and the projected recovery through 2021.

1

AHLA ‘State of the Hotel Industry’, 2021
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The chart below published by HVS in January of 2021 compares 2019 average daily rate to 2020
average daily rate the projected recovery through 2021.2

Based on our experience like HVS,2 we expect increases in travel throughout 2021 with possibility of
business travel beginning to improve during the third and fourth quarters. However, it is widely reported
that the industry may not reach pre-pandemic performance levels until 2023.
However, after this nearly one full year of unprecedented disruption, the hospitality industry is
beginning to demonstrate signs of recovery.2 With multiple vaccines currently in nationwide production and
deployment, the passing of stimulus-friendly legislation and the loosening of the aforementioned
restrictions, travel began to rebound slightly during the first quarter of 2021.2
Published by HVS,2 the following forecasts for the U.S. lodging industry reflect the current outlook of
market participants. Approximately 35% of the RevPAR decline is expected to be recovered by the end of
2021 (and 32% in 2022), with full RevPAR recovery by 2024. This represents the current expectation for the
timing and pattern of recovery, with occupancy anticipated to recover first, followed by ADR. All forecasts
are in current dollars.
Historical
2018

Occupancy . . . . . . . . . . .
Percent Change
Average Rate . . . . . . . . . .
Percent Change
RevPAR . . . . . . . . . . . . .
Percent Change

66.1%
$129.97
$ 85.96

2019

Forecast
2020

66.1%
0.0%

42.0%
-36%

2021

53.5%
27%

2022

61.0%
14%

2023

2024

65.0%
7%

65.5%
1%

$131.17
$103.00
$109.25
$119.00
$127.25
.09%
-21%
6%
9%
7%
$ 86.76
$ 43.26
$ 58.45
$ 72.59
$ 82.71
.09%
-50%
35%
24%
14%

$133.75
5%
$ 87.61
6%

In December 2020, Expedia Group published its 2021 Travel Trends Report,3 a survey of 2,200
Americans was conducted in collaboration with data intelligence firm The Morning Consult to better
understand how the travel industry has evolved since the onset of the pandemic, and the way consumers are
feeling about traveling in the year ahead. A key finding of the report indicates that initiatives to reduce the
spread of Covid-19 will fuel the recovery of the travel industry. The December 2020 survey also presented
the following key findings:
•

46% of those surveyed are more likely to travel when a vaccine is made widely available,

2

HVS ‘Outlook for the Industry’, January 2021

3

Expedia Group ‘2021 Travel Trends Report’
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•

42% indicated that the positive news about the Covid-19 vaccine made them more hopeful about
travel or drove them to book a trip,

•

44% will take more trips in 2021 than in 2020, and 39% of those trips will last at least a week.

Given the size and geographic diversification of our portfolio of hotel properties, we believe that we
are positioned to benefit from a potential near-term surge in leisure travel and for when business travel
returns.
While the near-term environment continues to present immediate challenges requiring adjustments in
operating budgets with a critical focus on expense management and cost controls, we believe the downturn
has appeared to reach its trough . As such, we believe that our properties should be well-positioned to
benefit during the economic recovery.
Strategy Review
The investment strategy of the Procaccianti Hotel REIT is to acquire premium select-service hotels in
suburban ‘drive-to’ markets. While most hotels targeted for acquisition will have affiliations with major
hotel brands such Marriott, Hilton, Hyatt and IHG, there may also be opportunities to acquire non
branded hotels that are high performing hotels in drive-to destination markets. By design, hotels in the
select-service segment are typically smaller with 100 — 140 rooms and have much less meeting space than
their full-service counterparts. Furthermore select-service hotels have much lower overhead and therefore
produce higher operating margins compared to full-service hotels.
As business and leisure travelers modify their travel and lodging preferences to adapt in a
post-pandemic environment, we believe select-service hotels will become the preferred choice as they
provide the greatest opportunity to satisfy the expectations of social distancing and avoiding large crowds.
Additionally, given their smaller size, the ability to implement enhanced cleaning and sanitization efforts is
less cumbersome and therefore more cost effective compared to typically larger full-service hotels.
Market Opportunity
The global outbreak of the COVID-19 has triggered widespread cancellations and disruption in the
hospitality sector. Travel bans and mandatory stay at home orders impacted hospitality immediately,
plunging occupancy rates from 70%+/- to less than 10% across the board. AHLA states that half of the
U.S. hotel rooms will remain empty throughout 2021 and in fact, some hotels have closed due to the lack of
demand, some are expected to never reopen.1
We believe the current market conditions will lead to a protracted value recovery period that many
untenured or less experienced hotel owners may not have the resources or desire to ‘weather the storm’ until
such time that values return to pre-pandemic levels. HVS forecasts an anticipated pattern of value decline
and recovery with the most likely scenario of a 27% decline to 2019 values and a recovery to exceed 2019
values by 2023.2

1

AHLA ‘State of the Hotel Industry’, 2021

2

HVS ‘Outlook for the Industry’, January 2021.
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HVS concludes their report with the following statement:
“We do know that the hospitality industry is extraordinarily resilient. Past “shock” events and downturns have
caused business to plummet; however, the industry performance has always recovered. Even though the pace
and degree of the COVID-19 downturn is unprecedented, market participants believe that the hospitality
industry will recover and, as in the past, this cycle will create the opportunity for strong returns through
well-timed and well-executed investment strategies.”
This positive sentiment regarding the potential recovery of the hospitality sector is echoed in the Hotel
Investment Outlook 2021 published by industry experts Jones, Lang, LaSalle (JLL) where they state:
“Hotels are expected to be one of the fastest commercial real estate sectors to recover once a vaccine is made
widely available. As such, investors who enter the hotel market now will be best positioned to reap the benefits
of the industry’s recovery”
Overall, economists are in agreement that the downturn stemming from the coronavirus should surpass
the Great Recession as fallout from the pandemic devastates businesses large and small. We believe that as a
result, banks, debt funds and other financial institutions, such as REIT’s starved for capital, may be forced
to sell assets to raise capital, further exacerbating the problem.
Accordingly, we believe that the distress triggered by the COVID-19 pandemic and economic
shut-down can lead to growth opportunities through acquisitions of distressed and non-distressed
transactions that meet the investment criteria of the Company.
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INVESTMENT OBJECTIVES, STRATEGY, AND POLICIES
General
We invest in commercial real estate properties with an intended focus on the hotel sector. Our primary
investment objectives are:
•

to provide stable income for you through the payment of cash distributions;

•

to preserve and return your capital contributions; and

•

to maximize risk-adjusted returns on your investment.

We may return all or a portion of your capital contribution in connection with a sale of our company
or the properties we will acquire. Alternatively, you may be able to obtain a return on all or a portion of
your capital contribution in connection with the sale of your shares.
Our board may revise our investment policies, which we describe in more detail below, without the
concurrence of our stockholders. Our independent directors will review our investment policies at least
annually to determine that our policies are in the best interest of our stockholders.
We cannot assure you that we will attain these objectives or that the value of our assets will not
decrease. Furthermore, within our investment objectives and policies, our advisor will have substantial
discretion with respect to the selection of specific investments and the purchase and sale of our assets,
subject to the approval of our board of directors. However, our advisor will have authority to approve and
execute on the acquisition of investments with a gross acquisition cost equal to or less than the greater of
(a) $20 million or (b) 10% of our gross assets, as reported on a GAAP basis (including leverage and
excluding depreciation) in certain circumstances and on the disposal of investments with a gross selling
price equal to or less than the greater of (a) $20 million or (b) 10% of our gross assets, as reported on a
GAAP basis (including leverage and excluding depreciation) (see “Management — Management
Decisions”).
COVID-19 Impact
The negative impact on room demand within our portfolio stemming from the novel coronavirus
(COVID-19) is significant. We experienced an initial decline in hotel revenue that began in February 2020.
However, with the increased spread of the novel coronavirus (COVID-19) across the globe, the impact has
accelerated rapidly, and we are seeing a much greater effect on occupancy and hotel revenue per room
(“RevPAR”) throughout our hotel portfolio. We expect the occupancy and RevPAR reduction associated
with the novel coronavirus (COVID-19) to continue as we are experiencing significant reservation
cancellations as well as a significant reduction in new reservations relative to prior expectations. While
intense efforts to reduce operating costs are underway, we cannot be certain as to what level of savings can
be achieved overall to mitigate the material decline in hotel revenues we are experiencing. The federal
government announced its intention to provide various forms of aid to the industries negatively affected by
the virus, including the hospitality industry, and on March 27, 2020, the Coronavirus Aid, Relief, and
Economic Security Act (the “CARES Act”) was adopted, which, among other things, provides emergency
assistance to qualifying businesses and individuals as a result of the COVID-19 pandemic. The CARES Act
also included the establishment of the Paycheck Protection Program (“PPP”), a Small Business
Administration (“SBA”) loan to businesses with fewer than 500 employees that may be partially forgivable.
In May 2020, we received $1,018,917 in PPP loans relating to our four hotel properties. We have applied for
full forgiveness of these loans. The applications are currently in review with the SBA. On January 11, 2021,
the PPP opened an additional round of funding, which allowed eligible borrowers that had previously
received a PPP loan to apply for a second draw PPP loan with the same general terms as their first draw
PPP loan. As of April 20, 2021, we have applied for $1,426,711 of second draw PPP loans. Until such time
as the virus is contained or eradicated and business and personal travel return to more customary levels, we
expect to see substantial erosion in hotel cash flow. There may also be lasting effects related to the novel
coronavirus (COVID-19). For an unknown period related to a slowdown in the U.S. economy, increased
labor costs, increased operating costs, reduced air travel or other unknown factors which could materially
reduce our operating cash flow. Further, the market and economic challenges associated with COVID-19
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could materially affect (i) the value and performance of our investments, (ii) our ability to pay future
distributions, if any, (iii) the availability or terms of financings, (iv) our ability to make scheduled principal
and interest payments, and (v) our ability to refinance any outstanding debt when contractually due.
Investment Strategy
We intend to use the net proceeds from the sale of K-I Shares, K Shares and K-T Shares in this
offering and other sources of debt and equity financing, including the net proceeds of any future private
placement or public offering we may pursue, to invest in a diverse portfolio of real estate investments
located throughout the United States, primarily in the hospitality sector. We intend to acquire existing hotel
properties and enter into management agreements for their operations, with the objective of providing a
stable and secure source of income for our stockholders and maximizing potential returns upon disposition
of our assets through capital appreciation. Within our hotel portfolio, we will focus on investments in
“upper midscale,” “upscale,” and “upper upscale” properties that satisfy our investment goals. See
“— Acquisition and Investment Policies — Primary Investment Focus — Hotel Properties” below.
Our emphasis will be to acquire income producing, well located, premium branded select service hotels,
as well as extended stay and compact full service hotels. However, the current coronavirus (COVID-19)
pandemic, travel restrictions and economic conditions have impacted hotel revenue and hotel profits and in
turn hotel values. Some hotels may experience difficulty servicing debt. As a result, we anticipate that there
will be opportunities to acquire hotels that may have limited revenue and cash flow, yet represent attractive
investments. A portion of our overall portfolio may include properties that offer value enhancement
opportunities through investment in property upgrades, revenue enhancements, operational improvements,
and correction of expense inefficiencies. We may choose to acquire underperforming or distressed hotels at
below replacement cost and at a discount to their pre-pandemic value, that lack cash flow and hold them
while the economy recovers, to sell them at a higher price in the future. We may seek to acquire such assets
directly or through joint ventures. Additionally, we may seek to acquire performing or non-performing
real-estate related loans or preferred equity securities of other real estate companies, all of which we
collectively refer to herein as “real estate-related assets,” in each case with the intent of acquiring the
underlying real estate, provided that the underlying real estate generally meets our criteria for direct
investment. We may also acquire any other investment that, in the opinion of our board of directors, meets
our investment objectives, is consistent with our intent to operate as a REIT, and is in our stockholders
‘best interests.’
We intend to acquire our initial real estate investments using the proceeds from the sale of K-I Shares,
K Shares and K-T Shares in this offering, including the proceeds of K Shares from the private offering, and
fund subsequent additions to our investment portfolio with other sources of debt and equity financing.
After we have invested substantially all of the net proceeds of this offering and other sources of debt
and equity financing, we expect that hospitality properties will comprise between 90% and 100% of the
aggregate cost of our portfolio; and mortgage loans, other real-estate related debt, and preferred equity will
comprise up to 10% of the aggregate cost of our portfolio. Our board of directors may revise this targeted
portfolio allocation from time to time, or at any time, if it determines that a different portfolio composition
is in our stockholders’ best interests.
Acquisition and Investment Policies
Primary Investment Focus — Hotel Properties
We intend to use substantially all of the net proceeds of this offering of K-I Shares, K Shares and
K-T Shares to directly or indirectly acquire a diversified portfolio consisting primarily of existing
select-service, extended-stay, and compact full-service hotel properties. Select-service, extended-stay, and
compact full-service hotels are collectively referred to in the hotel industry as “focused-service” hotels. Our
investment emphasis will be on focused-service hotels that are classified in the “upper midscale,” “upscale,”
and “upper upscale” chain scales of the hospitality industry, as defined by STR, and that are operated
under widely recognized brands licensed from hotel franchisors such as Marriott, Hilton, Hyatt, Starwood
and IHG. Chain scale segments are a method by which STR groups branded hotels based on the actual
average room rates. We intend on seeking hotel properties that are located in areas that we believe exhibit
strong economic features.
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Select-service and extended-stay hotel properties, which we expect to comprise a majority of our
portfolio, typically do not include amenities provided in full-service hotel properties. Select-service hotels
typically offer a range of amenities that may include a business center, a fitness facility, a pool, and small
meeting rooms. Notably, select-service hotels frequently do not feature a dedicated, profit-center full scale
restaurant. However, many frequently have breakfast offerings, and their in-room amenities are similar to
those found at full-service hotels. Extended-stay hotels are generally residential-style hotels that offer a
package of services and amenities for extended-stay business and leisure travelers.
Full-service hotel properties generally provide a full complement of guest amenities, including
restaurants, large meeting facilities, concierge service, room service, porter service and valet parking.
However, to the extent that we invest in full-service hotel properties, we expect that such hotel properties
will be generally focused-service and will have limited, moderate or leased restaurant options, limited
meeting space, and offer less comprehensive guest amenities than typical full-service hotel properties. These
focused-service hotel properties in which we expect to invest primarily derive their revenues from hotel room
rentals and, to a lesser extent, from restaurants, meeting space and other similar income streams.
Our advisor will seek to acquire hotel properties that have the potential to appreciate in value as a
result of moderating hotel asset values due to the current economic conditions, COVID-19 crisis and
resulting reduction in domestic and international travel. The acquired hotels also may benefit from
investment in capital improvements, revenue enhancements, operational improvements, and correction of
expense inefficiencies. However, you should know that our governing documents do not require us to seek
stockholder approval to change our investment strategy or the types of properties in which we may invest.
In addition, we are not limited as to the geographic area where we may invest in properties.
We believe that current economic conditions in the hospitality industry will create attractive
opportunities for us to acquire hotel properties consistent with our investment objectives with the potential
to achieve favorable risk-adjusted, long-term growth in value and generate attractive returns for
stockholders.
Specific acquisition criteria may include some of, but are not limited to, the following:
•

close proximity to demand generating landmarks, including business and corporate headquarters,
retail centers, airports, medical facilities, universities, tourist attractions and convention centers,
with a diverse source of potential guests, including corporate, government and leisure travelers;

•

strategically targeted markets;

•

factors indicating, and markets exhibiting, barriers to entry, such as scarcity of development sites,
regulatory hurdles, high per room development costs, limited availability of hotel franchises, and
long lead times for new development;

•

properties owned by distressed sellers;

•

properties not subject to long-term management contracts with hotel management companies;

•

opportunities to implement some value-added operational improvements;

•

varied, stable and/or growing and reliable demand characteristics supported by favorable
demographic indicators; and

•

the potential for capital appreciation of the property.

When evaluating potential acquisitions (or dispositions), our advisor, in addition to the above-listed
acquisition criteria, generally will consider the following factors, as applicable:
•

competition from existing hotel properties, expected competition from properties under
development, and the potential for the construction of new hotel properties in the area, as well as
local building costs and construction costs;

•

historical, current, and projected cash-flows generated by the property, competitive set,
sub-market, and market, and the ability to increase cash flow;

•

the stability of the underlying corporate, leisure, and government demand generators;
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•

the ratio of the total amount of debt secured by property to the value of the property by which it
is secured;

•

the amount of existing debt on the property and the priority of that debt relative to our proposed
investment;

•

the strength of the brand affiliation and/or potential for affiliation;

•

ongoing costs to retain the brand affiliation and the asset in compliance with brand mandated
standards;

•

the age of the asset and the major mechanical components relative to their useful life;

•

expected changes in taxation assessed by varying governmental jurisdictions;

•

broader legislative and competitive pressures impacting the local labor market;

•

the qualifications and reputation of the hotel operator;

•

the quality, experience and creditworthiness of the borrower;

•

general economic conditions in the area where the property is located;

•

income levels and employment growth trends in the relevant market;

•

the location, construction quality, condition and design of the property;

•

purchase price relative to the replacement cost of the property;

•

the prospects for liquidity through sale, financing or refinancing of the property;

•

the benefits of integration into existing operations;

•

potential return on investment initiatives, including limited redevelopment, rebranding, redesign,
expansion and change of management;

•

potential for opportunistic selling based on demand and price of high quality assets;

•

REIT qualification requirements; and

•

any other factors that our advisor believes are relevant.

Joint Venture Investments and Other Equity Securities
We have entered into a joint venture and may enter into future joint ventures for the acquisition or
improvement of properties, and we will likely acquire additional properties through joint venture
arrangements with some of the proceeds from K-I Shares, K Shares and K-T Shares of this offering and
any future private or public offerings we may conduct. In addition, we intend to engage third parties to
assist with our diligence process regarding potential properties we may acquire.
On March 29, 2018, through our joint venture with Procaccianti Convertible Fund, LLC, an affiliate of
our sponsor, we acquired a 51% interest in two select-service hotel properties. We may enter into additional
joint ventures and other co-ownership arrangements or participations with other Procaccianti-affiliated
programs; our charter permits such joint ventures if a majority of our board of directors, including a
majority of the independent directors, not otherwise interested in the transaction approve our investment as
fair and reasonable and on substantially the same terms and conditions as those received by other joint
venturers. See the “Conflicts of Interest” section. We intend to enter into additional joint ventures and make
similar arrangements for the purpose of acquiring, owning, and operating real properties. In determining
whether to invest in a particular joint venture, our advisor will evaluate the real property that such joint
venture owns, or is being formed to own, under the same criteria described above for the selection of our
real estate property investments.
Our policy is to invest predominantly in joint ventures when we will have a right of first refusal to
purchase the co-venturer’s interest in the joint venture if the co-venturer elects to sell such interest.
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However, in the event that the co-venturer elects to sell property held in any such joint venture, we may
not have sufficient funds to exercise our right of first refusal to buy the other co-venturer’s interest in the
property held by the joint venture. In the event that any joint venture with an affiliated entity holds interests
in more than one property, the interest in each such property may be specially allocated based upon the
respective proportion of funds invested by each co-venturer in each such property.
Investments in Mortgage Loans and other Real Estate Related Debt and Preferred Equity Securities
We may also make investments in distressed debt, including mortgages (including first mortgages,
second mortgages, or B-Notes secured by hospitality properties), mezzanine debt, and preferred equity
where the intent is to acquire hotel properties underlying such investments. Such investment opportunities
may involve a higher degree of risk than direct investments in hospitality assets or in long-term senior
mortgage lending secured by income-producing real property. However, we may pursue such opportunities
where we believe that the potential exists to acquire the underlying hospitality assets at a substantial
discount to replacement cost or market value. See “The real estate-related assets in which we may invest may
involve greater risks of loss than senior loans secured by the same properties” above.
Our charter permits us to make or invest in mortgage loans if an appraisal is obtained concerning the
underlying property, except for those mortgage loans insured or guaranteed by a government or
government agency where no appraisal is required. We will not make or invest in mortgage loans on any one
property if the aggregate amount of all mortgage loans outstanding on the property, including our loans,
would exceed an amount equal to 85% of the appraised value of the property, as determined by our board
of directors, including a majority of our independent directors, unless substantial justification exists, as
determined by our board of directors, including a majority of our independent directors. Our board of
directors may find such justification in connection with the purchase of mortgage loans in cases in which it
believes there is a high probability of our foreclosure upon the property in order to acquire the underlying
assets in which the cost of the mortgage loan investment does not exceed the appraised value of the
underlying property.
When evaluating prospective investments in real estate loans and other real estate-related assets, our
management and our advisor will consider factors similar to (or the same as) the factors our advisor would
consider when analyzing a direct investment in a property, as described above under “— Acquisition and
Investment Policies — Primary Investment Focus — Hotel Properties”.
Our advisor will evaluate all potential loan investments to determine if the term of the loan, the
security for the loan, and the loan-to-value ratio meets our investment criteria and objectives. An officer,
director, agent, or employee of our advisor will inspect the property securing the loan, if any, during the
loan approval process. We do not expect to make or invest in mortgage loans with a maturity of more than
ten years from the date of our investment, and anticipate that most loans will have a term of five years.
Unless we believe we can acquire the underlying real estate, we do not expect we will make significant
investments in loans or other real estate-related assets.
Land Sale Contracts
We do not intend to invest in real estate contracts of sale, otherwise known as land sale contracts,
unless the contract is in recordable form and is appropriately recorded in the chain of title.
Investment Decisions
Our advisor’s property acquisition team will study regional demographics and market conditions,
interview local brokers, and utilize its network of external real estate professionals to gain the practical
knowledge that studies sometimes lack. The property acquisition team will also work with our property
manager to tap into its significant network and broad market exposure. Additionally, where we believe it
gives us a comparative advantage, we will partner with firms that have an expertise in the property class and
geographic area where we are seeking to acquire properties. Engineering and environmental firms will
investigate physical, plant and environmental issues to ensure each property meets our quality specifications.
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Our advisor will have substantial discretion with respect to the selection of specific investments and the
purchase and sale of our properties or other assets, subject to the discretion, oversight, and approval of the
board. However, our advisor will have authority, generally without approval of our board of directors, to
approve and execute on investments with a gross acquisition cost equal to or less than the greater of
(a) $20 million or (b) 10% of our gross assets, as reported on a GAAP basis (including leverage and
excluding depreciation) in certain circumstances and on the disposal of investments with a gross selling
price equal to or less than the greater of (a) $20 million or (b) 10% of our gross assets, as reported on a
GAAP basis (including leverage and excluding depreciation) (see “Management — Management
Decisions”). Our advisor plans to target markets that have a varied stable and/or growing and reliable
demand base as well as barriers to entry and/or limited present and future new supply growth.
To find hotel properties that best meet our selection criteria for investment, our advisor’s investment
approach will combine the management team’s experience with a structure that emphasizes thorough
market research, local market knowledge, underwriting discipline, and risk management in evaluating
potential investments:
•

Market Research. Our advisor’s property acquisition team will research the acquisition and
underwrite each transaction, utilizing both real-time market data and the transactional knowledge
and experience of the network of professionals of our advisor.

•

Local Market Knowledge. Our advisor, either directly, through its relationships with real estate
professionals in the area, or through our property manager, will develop information concerning
the locality of the property to assess its competitive position.

•

Underwriting Discipline. Our advisor will follow a disciplined process to evaluate a potential
investment in terms of its income-producing capacity and prospects for capital appreciation,
which will include a review of property fundamentals (including expense structure, occupancy,
and property capital expenditures), capital markets fundamentals (including cap rates, interest
rates, and holding period) and market fundamentals (including rental rates, concessions and
occupancy levels at comparable properties). Our advisor will strive to verify all assumptions by
third-party research from credible sources, to the extent practical, in order to ensure consistency in
the underwriting approach. In addition, our advisor will perform stress tests on each acquisition
by reducing occupancy and average daily rate growth assumptions and increasing the interest rate
in its assumptions prior to acquiring each asset.

•

Risk Management. Risk management is a fundamental principle in our advisor’s construction of
the portfolio it intends to acquire and in the management of each investment. Diversification of
the portfolio by investment size, geographic location, and interest rate risk is critical to controlling
portfolio-level risk.

Conditions to Closing Our Acquisitions
Generally, we will condition our obligation to close the purchase of any investment on the delivery and
verification of certain documents from the seller, including, where appropriate:
•

plans and specifications;

•

surveys;

•

evidence of marketable title, subject to such liens and encumbrances as are acceptable to our
advisor;

•

title and liability insurance policies; and

•

financial statements covering recent operations of properties having operating histories.

We generally will obtain a Phase I environmental site assessment for each property we intend to
acquire. However, in certain circumstances, we may purchase a property without obtaining such assessment
if our advisor determined it is not warranted, specifically in circumstances where our advisor determines to
rely upon an assessment certified by, sought and secured by the sellers of the property. A Phase I
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environmental assessment or site assessment is an initial environmental investigation to identify potential
environmental liabilities associated with the current and past uses of a given property. In addition, we will
attempt to obtain a representation from the seller that, to its knowledge, the property is not contaminated
with hazardous materials.
In the event the Phase I environmental site assessment uncovers potential environmental problems with
a property, our advisor will determine whether we will pursue the investment opportunity and whether we
will have a Phase II environmental site assessment performed. The factors we may consider in determining
whether to conduct a Phase II environmental site assessment include, but are not limited to, (i) the types of
operations conducted on the property and surrounding property, (ii) the time, duration and materials used
during such operations, (iii) the waste handling practices of any tenants or property owners, (iv) the
potential for hazardous substances to be released into the environment, (v) any history of environmental
law violations on the subject property and surrounding property, (vi) any documented environmental
releases, (vii) any observations from the consultant that conducted the Phase I environmental site
assessment, and (viii) whether any party (i.e., surrounding property owners, prior owners, or tenants) may
be responsible for addressing the environmental conditions. We will determine whether to conduct a
Phase II environmental site assessment on a case-by-case basis.
Borrowing Policies
Under our charter, our borrowings may not exceed 300% of our total “net assets” (as defined in our
charter) as of the date of any borrowing, which is generally expected to be approximately 75% of the cost of
our investments. However, we can exceed this threshold if doing so is approved by a majority of our
independent directors and is disclosed to our stockholders in our next quarterly report with an explanation
of the justification for the excess borrowing.
Examples of justifications that could be found by a majority of our independent directors include: (i) if
the value of our portfolio declined and new borrowings were necessary to repay existing obligations, (ii) to
pay sufficient distributions to maintain our REIT status, or (iii) to buy a property where an exceptional
acquisition opportunity presented itself and the terms of the debt and nature of the property were such that
the debt did not increase the risk that we would become unable to meet our financial obligations as they
became due. There is no limitation on the amount we may borrow for the purchase of any single property,
but our portfolio leverage cannot exceed 75% of the cost of our investments without justification; however,
we intend to target a leverage ratio of the greater of 50% loan-to-value or loan-to-cost. During the initial
stages of our offering, however, our leverage ratio could exceed our target leverage ratio. Should a majority
of our independent directors find justification, there will be no limitation on our portfolio leverage.
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 this and future
offerings, 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.
Our use of leverage increases the risk of default on mortgage payments and a resulting foreclosure of a
particular property. To the extent that we do not obtain mortgage loans on our properties, our ability to
acquire additional properties will be limited. When interest rates on mortgage loans are high or financing is
otherwise unavailable on a timely basis, we may purchase certain properties for cash with the intention of
obtaining a mortgage loan for a portion of the purchase price at a later time. Our advisor will seek to
obtain financing on our behalf on the most favorable terms available. Lenders may have recourse to assets
not securing the repayment of indebtedness.
Our advisor may refinance properties during the term of a loan in various circumstances, such as when
a decline in interest rates makes it beneficial to prepay an existing mortgage, when an existing mortgage
matures, or if an attractive investment becomes available and the proceeds from the refinancing can be used
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to purchase such investment. The benefits of the refinancing may include an increased cash flow resulting
from reduced debt service requirements, an increase in distributions from proceeds of the refinancing, if
any, and/or an increase in property ownership if some refinancing proceeds are reinvested in real estate.
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 this
offering, proceeds from any future private or public offering, or proceeds from any other future securities
offerings.
Disposition Policies
We intend to hold each property we acquire for an extended period. However, circumstances might
arise that could result in the early sale of some properties. We expect our board of directors to make the
determination pursuant to recommendations by our advisor with respect to whether we should sell or
dispose of a particular property based on the determination that the sale of the property would be in the
best interest of our stockholders.
The determination of whether a particular property should be sold or otherwise disposed of before the
end of the expected holding period for the property will be made after consideration of relevant factors
(including prevailing economic conditions, and the performance or projected performance and appreciation
of the property) with a view to achieving maximum capital appreciation. We cannot assure you that this
objective will be realized. In connection with our sales of properties, we may lend the purchaser all or a
portion of the purchase price. In these instances, our taxable income may exceed the cash received in the
sale. The terms of payment will be affected by custom in the area in which the property being sold is located
and the then-prevailing economic conditions.
We may reinvest the proceeds of property sales in investments that satisfy our investment objectives. If
we do not begin the process of achieving a liquidity event by the seventh anniversary of the termination of
this offering, our charter requires a majority of our board of directors, including a majority of our
independent directors, to adopt a resolution declaring that a plan of liquidation of our company is
advisable and directing that the plan of liquidation be submitted for consideration at either an annual or
special meeting of stockholders, unless the adoption of a plan of liquidation by our board of directors and
submission of such plan to stockholders is postponed by a vote of a majority of our board of directors and
a majority of the independent directors. If we submit a plan of liquidation to our stockholders, holders of
K-I Shares, K Shares, K-T Shares and A Shares, voting together as a single class, will each be entitled to
one vote for each such share held as of the record date established by our board for such vote. If we have
sought and failed to receive approval of such stockholders of a plan of liquidation, we will continue
operating and, upon the written request of the holders of K-I Shares, K Shares, K-T Shares and A Shares
owning in the aggregate not less than 10% of the then outstanding K-I Shares, K Shares, K-T Shares and A
Shares, the plan of liquidation will be submitted for consideration by proxy statement to such stockholders
up to once every two years.
Investment and Financing Limitations
Our charter places numerous limitations on us with respect to the manner in which we may invest our
funds or issue securities. In addition to the policies discussed above, pursuant to our charter, we will not:
•

make investments in unimproved property or mortgage loans on unimproved property in excess of
10% of our total assets;

•

make an investment in a mortgage loan except for those loans insured or guaranteed by a
government or government agency. In cases in which a majority of our independent directors so
determine, and in all cases in which the transaction is with our advisor, our sponsor, any director
or any affiliate thereof, such appraisal of the underlying property must be obtained from an
independent appraiser;

•

make an investment in a mortgage loan if the aggregate amount of all mortgage loans outstanding
on the property, including our loans, would exceed an amount equal to 85% of the appraised value
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of the property as determined by appraisal, unless substantial justification exists because of the
presence of other underwriting criteria. For purposes of this limitation, the “aggregate amount of
all mortgage loans outstanding on the property, including our loans” shall include all interest
(excluding contingent participation in income and/or appreciation in value of the mortgaged property),
the current payment of which may be deferred pursuant to the terms of such loans, to the extent that the
deferred interest on each loan exceeds 5% per annum of the principal balance of the loan;
•

invest in indebtedness secured by a mortgage on real property which is subordinate to the lien or
other indebtedness of our advisor, any director, our sponsor or any of our affiliates;

•

invest in equity securities, unless a majority of the board of directors, including a majority of our
independent directors, not otherwise interested in the transaction approves such investment as
being fair, competitive, and commercially reasonable;

•

invest in commodities or commodity futures contracts, except for futures contracts used solely for
the purpose of hedging in connection with our ordinary business of investing in real estate assets
and mortgages;

•

issue equity securities on a deferred payment basis or other similar arrangement;

•

issue debt securities in the absence of adequate cash flow to cover debt service;

•

issue equity securities that are assessable after we have received the consideration for which our
board of directors authorized their issuance;

•

issue equity securities redeemable solely at the option of the holder, which restriction has no effect
on any share repurchase program;

•

issue options or warrants to our advisor, our directors, our sponsor or any affiliate thereof except
on the same terms as such options or warrants, if any, are sold to the general public;

•

invest in real estate contracts of sale unless such contracts of sale are in recordable form and
appropriately recorded in the chain of title;

•

engage in securities trading or the business of underwriting or the agency distribution of securities
issued by others; or

•

acquire interests or securities in any entity holding investments or engaging in activities prohibited
by our charter except for investments in which we hold a non-controlling interest or investments in
publicly traded securities.

In addition, our charter includes many other investment limitations in connection with
conflict-of-interest transactions. See “Conflicts of Interest”.
Other Policies
Subject to applicable law, our board of directors has the authority, without further stockholder
approval, to cause us to issue additional authorized common stock and/or preferred stock (except that
issuance of preferred stock must also be approved by a majority of our independent directors not otherwise
interested in the transaction, who will have access, at our expense, to our legal counsel or to independent
legal counsel) or otherwise raise capital in any manner and on terms and for the consideration it deems
appropriate, including in exchange for property and/or as consideration for acquisitions. Existing
stockholders will have no preemptive right to purchase additional shares issued in any future offering or
other issuance of our capital stock, and any offering or issuance may cause dilution of your investment. In
addition, preferred stock could have distribution, voting, liquidation and other rights and preferences that
are senior to those of our common stock. See the section entitled “Description of Capital Stock” in this
prospectus. We may in the future issue common stock or preferred stock in connection with acquisitions,
including issuing common stock or preferred stock in exchange for property, other assets, or entities.
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Estimated NAV Calculation
On June 10, 2020, our board of directors, at the recommendation of the audit committee, which is
comprised solely of independent directors, unanimously approved and established an estimated NAV per
share of (i) $8.55 per K-I Share; (ii) $8.56 per K Share; (iii) $8.56 per K-T Share; (iv) $0.00 per A Share;
(v) $0.00 per B Share, as of the NAV Pricing Date. The estimated NAV per share is based on the estimated
value of our assets less the estimated value of our liabilities, divided by the approximate number of shares
outstanding on a fully diluted basis, calculated as of the NAV Pricing Date. We provided this estimated
NAV per share to assist broker-dealers in connection with their obligations under NASD Conduct
Rule 2340, as required by FINRA with respect to customer account statements. This valuation was
performed in accordance with the IPA Valuation Guidelines, in addition to guidance from the SEC.
We expect to update the estimated NAV per share of each class of our common stock on at least an
annual basis, at which point our board of directors may determine to modify the public offering price of
each class of our shares of common stock, including the price at which shares are offered through our
DRIP. On at least an annual basis, management will update our NAV to reflect changes in the fair value of
our indebtedness, estimated property disposition costs (including estimates of fees payable to our advisor),
and our other net assets and liabilities. Each of our properties we acquire will be appraised at least annually
by an independent valuation firm engaged by our board of directors. The estimated NAV for each class
takes into account the different distribution rights (including accrued but unpaid distributions, to the extent
not accounted for) and liquidation rights associated with each share class. In general, we expect to report
our estimated NAV in filings with the SEC and on our website.
The estimated NAV per share values do not reflect the proceeds you would receive upon our
liquidation or upon the sale of your shares. Furthermore, in the event of any voluntary or involuntary
liquidation, dissolution or winding up of us, or any liquidating distribution of our assets, then such assets,
or the proceeds therefrom, will be distributed in accordance with the liquidation rights associated with
class of stock until the respective NAV for each class has been paid. See “Description of Capital Stock —
K-I Shares, K Shares and K-T Shares — Liquidation”, “— A Shares — Liquidation” and “— B Shares —
Liquidation” for information on how the proceeds would be distributed in accordance with our charter.
Each holder of shares of a particular class of common stock will be entitled to receive, ratably with
each other holder of shares of such class, that portion of such aggregate assets available for distribution as
the number of outstanding shares of such class held by such holder bears to the total number of
outstanding shares of such class then outstanding.
Selling commissions, the dealer manager fee and stockholder servicing fee will have no effect on the
NAV of K-I Shares, K Shares, K-T Shares and any parity securities. Our estimated NAV per share is not
calculated in accordance with GAAP. Neither FINRA, the SEC nor the state securities departments
provide rules on the methodology that we must use to determine our estimated NAV per share for each
share class. Any valuation methodology that we use to determine the estimated NAV per share for each
share class will be based on a number of assumptions, estimates and judgments that may not be accurate or
complete. Further, different REITs using different property-specific and general real estate and capital
market assumptions, estimates, judgments and standards could derive a different estimated NAV per share
from that determined by us, which could be significantly different.
There can be no assurance:
•

that the estimated NAV could or will actually be realized by us or by stockholders upon
liquidation (in part because appraisals and estimated values do not necessarily indicate the price at
which assets could be sold and because no attempt will be made to estimate the expenses of selling
any of our assets),

•

that stockholders could realize this value if they were to attempt to sell their shares, or

•

that this value could comply with the ERISA, the Internal Revenue Code or other regulatory
requirements.

Investment Company Act Considerations
We intend to conduct our operations so that we and each of our subsidiaries is not an investment
company under the Investment Company Act. Under the Investment Company Act, in relevant part, a
company is an “investment company” if:
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•

pursuant to Section 3(a)(1)(A), it is, or holds itself out as being, engaged primarily, or proposes to
engage primarily, in the business of investing, reinvesting, or trading in securities; or

•

pursuant to Section 3(a)(1)(C), it is engaged, or proposes to engage, in the business of investing,
reinvesting, owning, holding or trading in securities and owns or proposes to acquire “investment
securities” having a value exceeding 40% of the value of its total assets (exclusive of government
securities and cash items) on an unconsolidated basis (the “40% test”). “Investment securities”
excludes U.S. government securities and securities of majority-owned subsidiaries that are not
themselves investment companies and are not relying on the exception from the definition of
investment company under Section 3(c)(1) or Section 3(c)(7) of the Investment Company Act.

We intend to acquire real estate and real-estate related assets directly, for example, by acquiring fee
interests in real property, or by purchasing interests in REITs or other “real estate operating companies”
that own real property. We have acquired and may acquire additional real estate assets through joint venture
entities, including joint venture entities in which we may not own a controlling interest. We anticipate that
our assets generally will be held in wholly and majority-owned subsidiaries of our operating partnership,
each formed to hold a particular asset.
We intend to conduct our operations so that we and most, if not all, of our wholly and majority-owned
subsidiaries will comply with the 40% test. We will continuously monitor our holdings on an ongoing basis
to determine our compliance and that of each of our wholly and majority-owned subsidiaries with this test.
We expect that most, if not all, of our wholly owned and majority-owned subsidiaries will not be relying on
exemptions under either Section 3(c)(1) or 3(c)(7) of the Investment Company Act. Consequently, interests
in these subsidiaries generally will not constitute “investment securities.” Accordingly, we believe that we
and most, if not all, of our wholly and majority-owned subsidiaries will not be considered investment
companies under Section 3(a)(1)(C) of the Investment Company Act.
In addition, we believe that neither us nor any of our wholly or majority-owned subsidiaries will be
considered investment companies under Section 3(a)(1)(A) of the Investment Company Act because they
will not engage primarily or hold themselves out as being engaged primarily in the business of investing,
reinvesting or trading in securities. Rather, we and our subsidiaries will be primarily engaged in
non-investment company businesses related to real estate. Consequently, we and our subsidiaries expect to
be able to conduct our respective operations such that none of us will be required to register as an
investment company under the Investment Company Act.
The determination of whether an entity is a majority-owned subsidiary of our company is made by us.
The Investment Company Act defines a majority-owned subsidiary of a person as a company 50% or more
of the outstanding voting securities of which are owned by such person, or by another company which is a
majority-owned subsidiary of such person. The Investment Company Act further defines voting securities
as any security presently entitling the owner or holder thereof to vote for the election of directors of a
company. We treat entities in which we own at least a majority of the outstanding voting securities as
majority-owned subsidiaries for purposes of the 40% test. We have not requested that the SEC staff
approve our treatment of any entity as a majority-owned subsidiary and the SEC staff has not done so. If
the SEC staff were to disagree with our treatment of one or more subsidiary entities as majority-owned
subsidiaries, we would need to adjust our strategy and our assets in order to continue to comply with the
40% test. Any such adjustment in our strategy could have a material adverse effect on us.
We intend to conduct our operations so that neither the company nor any of its wholly or
majority-owned subsidiaries fall within the definition of “investment company” under the Investment
Company Act. If the company or any of its wholly or majority-owned subsidiaries inadvertently falls within
one of the definitions of “investment company,” we intend to rely on the exclusion provided by
Section 3(c)(5)(C) of the Investment Company Act, which is available for entities primarily engaged in the
business of “purchasing or otherwise acquiring mortgages and other liens on and interests in real estate.” In
addition to prohibiting the issuance of certain types of securities, this exclusion generally requires that at
least 55% of an entity’s assets must be comprised of mortgages and other liens on and interests in real
estate, also known as “qualifying assets,” and at least 80% of the entity’s assets must be comprised of
qualifying assets and a broader category of assets that we refer to as “real estate-related assets” under the
Investment Company Act. Additionally, no more than 20% of the entity’s assets may be comprised of
miscellaneous assets.
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We will classify our assets for purposes of the Investment Company Act, including our 3(c)(5)(C)
exclusion, in large measure upon no-action positions taken by the SEC staff in the past. These no-action
positions were issued in accordance with factual situations that may be substantially different from the
factual situations we may face, and a number of these no-action positions were issued more than ten years
ago. No assurance can be given that the SEC staff will concur with our classification of our assets. In
addition, the SEC staff may, in the future, issue further guidance that may require us to re-classify our
assets for purposes of the Investment Company Act. If we are required to re-classify our assets, we may no
longer be in compliance with the exclusion from the definition of an investment company provided by
Section 3(c)(5)(C) of the Investment Company Act.
For purposes of determining whether we satisfy the 55% and 80% tests, we will classify the assets in
which we invest as follows:
•

Real Property. Based on no-action letters issued by the SEC staff, we will classify our fee
interests in real properties as qualifying assets. In addition, based on no-action letters issued by the
SEC staff, we will treat our investments in joint ventures, which in turn invest in qualifying assets
such as real property, as qualifying assets only if we have the right to approve major decisions
affecting the joint venture; otherwise, such investments will be classified as real estate-related
assets. We expect that no less than 55% of our assets will consist of investments in real property,
including any joint ventures that we control.

•

Securities. We intend to treat as real estate-related assets debt and equity securities of both
non-majority owned publicly traded and private companies primarily engaged in real estate
businesses, including REITs and other real estate operating companies, and securities issued by
pass-through entities of which substantially all the assets consist of qualifying assets or real
estate-related assets.

•

Loans. Based on no-action letters issued by the SEC staff, we will classify our investments in
various types of whole loans as qualifying assets, as long as the loans are “fully secured” by an
interest in real estate at the time we originate or acquire the loan. However, we will consider loans
with loan-to-value ratios in excess of 100% to be real estate-related assets. We will treat our
mezzanine loan investments as qualifying assets so long as they are structured as “Tier 1”
mezzanine loans in accordance with the guidance published by the SEC staff in a no-action letter
that discusses the classifications of Tier 1 mezzanine loans under Section 3(c)(5)(C) of the
Investment Company Act.

We will classify any investments in construction loans as qualifying assets, as long as the loans are
“fully secured” by an interest in real estate at the time we originate or acquire the loan. With respect to
construction loans that are funded over time, we will consider the outstanding balance (i.e., the amount of
the loan actually drawn) as a qualifying asset. The SEC staff has not issued no-action letters specifically
addressing construction loans. If the SEC staff takes a position in the future that is contrary to our
classification, we will modify our classification accordingly.
Consistent with no-action positions taken by the SEC staff, we will consider any participation in a
whole mortgage loan, including B-Notes, to be a qualifying real estate asset only if: (1) we have a
participation interest in a mortgage loan that is fully secured by real property; (2) we have the right to
receive our proportionate share of the interest and the principal payments made on the loan by the
borrower, and our returns on the loan are based on such payments; (3) we invest only after performing the
same type of due diligence and credit underwriting procedures that we would perform if we were
underwriting the underlying mortgage loan; (4) we have approval rights in connection with any material
decisions pertaining to the administration and servicing of the loan and with respect to any material
modification to the loan agreements; and (5) if the loan becomes non-performing, we have effective control
over the remedies relating to the enforcement of the mortgage loan, including ultimate control of the
foreclosure process, by having the right to: (a) appoint the special servicer to manage the resolution of the
loan; (b) advise, direct or approve the actions of the special servicer; (c) terminate the special servicer at any
time with or without cause; (d) cure the default so that the mortgage loan is no longer non-performing; and
(e) purchase the senior loan at par plus accrued interest, thereby acquiring the entire mortgage loan.
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We will base our treatment of any other investments as qualifying assets and real estate-related assets
on the characteristics of the underlying collateral and the particular type of loan (including whether we
have foreclosure rights with respect to those securities or loans that have underlying real estate collateral)
and we will make these determinations in a manner consistent with guidance issued by the SEC staff.
Qualification for exemption from registration under the Investment Company Act will limit our ability
to make certain investments. For example, these restrictions may limit the ability of the company and its
subsidiaries to invest directly in mortgage-related securities that represent less than the entire ownership in a
pool of mortgage loans, debt and equity tranches of securitizations and certain asset-backed securities and
real estate companies or in assets not related to real estate. Although we intend to monitor our portfolio,
there can be no assurance that we will be able to maintain this exemption from registration for our company
or each of our subsidiaries.
A change in the value of any of our assets could negatively affect our ability to maintain our
exemption from regulation under the Investment Company Act. To maintain compliance with the
Section 3(c)(5)(C) exclusion, we may be unable to sell assets we would otherwise want to sell and may need
to sell assets we would otherwise wish to retain. In addition, we may have to acquire additional assets that
we might not otherwise have acquired or may have to forego opportunities to acquire assets that we would
otherwise want to acquire and would be important to our investment strategy.
To the extent that the SEC staff provides more specific guidance regarding any of the matters bearing
upon the definition of investment company and the exceptions to that definition, we may be required to
adjust our investment strategy accordingly. Additional guidance from the SEC staff could provide
additional flexibility to us, or it could further inhibit our ability to pursue the investment strategy we have
chosen.
If we are required to register as an investment company under the Investment Company Act, we would
become subject to substantial regulation with respect to our capital structure (including our ability to use
borrowings), management, operations, transactions with affiliated persons (as defined in the Investment
Company Act), and portfolio composition, including restrictions with respect to diversification and
industry concentration and other matters. Compliance with the Investment Company Act would,
accordingly, limit our ability to make certain investments and require us to significantly restructure our
business plan.
Investment Advisers Act of 1940 Considerations
Neither our advisor nor Procaccianti Companies is registered, nor does either intend to register, as an
investment adviser under the Investment Advisers Act of 1940, as amended (the “Advisers Act”). The
Advisers Act applies to advisers providing investment advice with respect to securities. Our advisor and
Procaccianti Companies will be advising on the acquisition, management, and disposition of the hospitality
properties that we will own and not on “securities portfolios,” which is the measure by which one
determines whether registration is required under the regime established under the Advisers Act.
Accordingly, investors in our company will not have the benefits of provisions of the Advisers Act available
only to investors in investment vehicles advised by registered advisers.
Change in Investment Objectives, Policies, and Limitations
Our charter requires that our independent directors review our investment policies at least annually to
determine that the policies we are following are in the best interests of our stockholders. Each
determination and the basis therefor shall be set forth in the minutes of the meetings of our board of
directors. Our investment policies and objectives and the methods of implementing our investment
objectives and policies, except to the extent set forth in our charter, may be altered by our board of
directors, without approval of our stockholders. If we change these policies during the offering period, we
will disclose these changes in a prospectus supplement prior to the effective time of these changes.
Dilution of the Net Tangible Book Value of Our Shares
Net tangible book value assumes that the value of real estate assets diminishes predictably over time, as
shown through the depreciation and amortization of real estate investments, while historically real estate
values have risen or fallen with market conditions. Net tangible book value is used generally as a
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conservative measure of net worth that we do not believe will reflect our estimated value per share. It is not
intended to reflect the estimated value of our assets upon the sale of our company, an orderly liquidation of
our portfolio, or the listing of our shares of securities for trading on a national securities exchange
consistent with our potential exit strategies. However, after we begin acquiring real estate assets, net tangible
book value will reflect certain dilution in the value of our K-I Shares, K Shares and K-T Shares.
Our net tangible book value per K-I Share, K Share and K-T Share is calculated as total book value of
assets minus total book value of liabilities, in each case, allocable to the K-I Shares, K Shares and
K-T Shares, respectively (taking account the relative rights and preferences of the K-I Shares, K Shares,
K-T Shares and the A Shares), divided by the total number of K-I Shares, K Shares or K-T Shares
outstanding. The net tangible book value per K-I Share, net tangible book value per K Share and net
tangible book value per K-T Share will reflect certain dilution in the value of our K-I Shares, K Shares and
K-T Shares from the issue price as a result of (i) accumulated depreciation and amortization of real estate
investments, (ii) fees and expenses associated with our operations, (iii) asset management fees and expense
reimbursements paid to (or accrued as liabilities to) our advisor and third parties in connection with our
assets and related financing, (iv) compensation to directors and restricted shares issued pursuant to our
long-term incentive plan (K Shares and A Shares only), and (v) distributions. Accordingly, investors
purchasing K-I Shares, K Shares and K-T Shares in this offering may experience immediate dilution of the
net tangible book value per share of our K-I Shares, K Shares and K-T Shares from the effective offering
prices per share.
Even without depreciation in the value of our assets, the other factors described above with respect to
the dilution in the value of our securities are likely to cause our offering price per K-I Share, per K Share or
per K-T Share to be higher than the amount you would receive per K-I Share, per K Share or per
K-T Share if we were to liquidate after we commence operations but before the end of the offering period.
Description of Real Estate Investments
We engage in the acquisition and ownership of hotel properties throughout the United States. As of
the date of this prospectus, we owned interests in four select-service hotel properties.
As of April 26, 2019, we, through a wholly-owned subsidiary of our operating partnership, owned
100% of the fee simple interest in a select-service hotel property and, through our joint venture with
Procaccianti Convertible Fund, LLC, an affiliate of our sponsor, owned a 51% interest in two select-service
hotel properties. Each property was purchased from sellers unaffiliated with us, our sponsor, our advisor or
their affiliates. These properties were financed with a combination of debt and offering proceeds from our
private placement. For more information on the financing of our hotel properties, see “— Borrowings”
below.
On August 15, 2018, we, through a wholly owned subsidiary of our operating partnership, acquired
100% of the fee simple interest in a 107-room, 36,411 square foot select-service hotel property — the Hotel
Indigo hotel located in Traverse City, Michigan, or the Hotel Indigo Traverse City property. The Hotel
Indigo Traverse City Hotel property opened in May 2016 and features approximately 3,000 square feet of
meeting space, 82 underground parking spaces (valet only), a fitness center, business center, restaurant and
lobby bar, and a rooftop bar overlooking the Grand Traverse Bay.
Further, on February 27, 2020, we, through our operating partnership, took assignment of the right to
acquire 100% of the interests in an entity that owns 100% of the fee simple interest in a 137-room select
service Hilton Garden Inn hotel property located in Providence, Rhode Island, or the Hilton Garden Inn
Property. On February 27, 2020, we completed such acquisition for a purchase price of $28.5 million, or the
Purchase Price, which was determined by two independent appraisals of the Hilton Garden Inn Property.
The sellers of the Hilton Garden Inn Property are affiliated with our sponsor, and include members of the
investment committee. No individuals on the investment committee or individuals with direct or indirect
interests in the sellers of the Hilton Garden Inn Property who are direct or indirect owners of our sponsor
and our advisor received cash consideration and only received Class K OP Units.
The purchase price of the Hilton Garden Inn, exclusive of closing costs and typical hotel closing date
adjustments, was comprised of three components as follows: (a) a $12,240,256 cash payment, (b) the
issuance of 128,124 Class K OP Units valued at $10.00 per Class K OP Unit, and (c) the assumption of the
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existing debt balance on the Hilton Garden Inn Property, or the Existing Debt, as evidenced by a
promissory note and other loan documents, or the Hilton Garden Inn Loan. The cash portion of the
acquisition was funded with net proceeds from this offering.
The following table summarizes our four select-service hotel properties as of April 20, 2021. Unless
otherwise indicated, information in this section is provided as of December 31, 2020.

Interest
Acquired

Property Description*

Springhill Suites Wilmington Mayfaire . .

Staybridge Suites St. Petersburg . . . . .

Date
Acquired

Year
Constructed
(1)

51.0% 05/24/2017

51.0% 06/29/2017(1)

2015

Contract
Purchase
Price(2)

$18,000,000

Property
Taxes(5)

$ 84,571

Fees
Owed to
Advisor(3)

Number of
Rooms
(4)

$124,978
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Estimated
Acquisition
Cap
Rate(6)

Location

MSA

7.73%

Wilmington, NC

Wilmington, NC
Tampa-St.
Petersburg –
Clearwater,FL

2014

$20,500,000

$328,501

$124,978(4)

119

8.65%

St. Petersburg,
FL

Hotel Indigo Traverse City . . . . . . . .

100.0%

08/15/2018

2016

$26,050,000

$574,355

$413,001

107

9.91%

Traverse City,
Michigan

Traverse City,
Michigan

Hilton Garden Inn Providence. . . . . . .

100.0%

2/27/2020

1989

$28,500,000

$241,504

$441,370

137

8.2%

Providence, RI

Providence, RI

*

We believe the property is suitable for its present and intended purposes and adequately covered by
insurance.

(1) Represents the date that Procaccianti Convertible Fund, LLC, an affiliate of our sponsor, acquired the
Springhill Suites property and the Staybridge Suites property. We exercised our option under an option
agreement to purchase a 51% membership interest in Procaccianti Convertible Fund, LLC on
March 29, 2018.
(2) Contract purchase price excludes acquisition fees and costs.
(3) Fees owed to advisor include payments deferred acquisition fees in connection with the property
acquisition. It does not include fees paid to any property manager. For more detailed information on
fees paid to our advisor or its affiliates, and the deferral of such fees, see the section captioned
“Management Compensation.”
(4) Amount represents the total amount of acquisition fees incurred in connection with both the Springhill
Suites property and Staybridge Suites property.
(5) Represents real estate taxes for 2020.
Estimated acquisition cap rate equals trailing 12-month net operating income divided by the total
acquisition cost for the property. Net operating income for a specific hotel or capital expenditure project is
calculated as the hotel or entity level operating profit less an estimate for the annual contractual reserve
requirements for renewal and replacement expenditures. The acquisition cap rate is meant as a measure of
the trailing 12-month net operating income yield at the time we acquire the property, and is not meant to be
either an indication of historical, or a projection of anticipated future, net operating income yield for the
acquisition.
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The following tables present occupancy and RevPar of the hotels in which we have an ownership
interest as of the date of this prospectus, including periods prior to ownership.
Occupancy(1)
Hotel
(2)

Springhill Suites Wilmington Mayfaire
Staybridge Suites St. Petersburg(3) . . . .
Hotel Indigo Traverse City(4) . . . . . . .
Hilton Garden Inn Providence(5) . . . . .

.
..
..
..

.
.
.
.

.
.
.
.

.
.
.
.

.
.
.
.

.
.
.
.

2015

2016

2017

2018

2019

2020

27.8%
80.7%
—
71.7%

66.0%
78.9%
75.2%
70.2%

73.1%
80.8%
77.3%
69.4%

76.1%
80.5%
77.9%
71.5%

79.8%
74.5%
79.6%
77.9%

51.2%
47.8%
59.8%
34.6%

(1) Represents occupancy for each calendar year, unless otherwise noted, calculated as the number of
occupied rooms divided by the number of available rooms.
(2) The Springhill Suites Wilmington Mayfaire opened in August 2015.
(3) The Staybridge Suites St. Petersburg opened in March 2014.
(4) The Hotel Indigo Traverse City opened in May 2016.
(5) The Hilton Garden Inn Providence opened in 1989.
RevPar(1)
Hotel

2015
(2)

Springhill Suites Wilmington Mayfaire
Staybridge Suites St. Petersburg(3) . . . .
Hotel Indigo Traverse City(4) . . . . . . .
Hilton Garden Inn Providence(5) . . . . .

.
..
..
..

.
.
.
.

.
.
.
.

2016

2017

. $ 27.39 $ 75.84 $ 85.56
. $ 95.31 $108.07 $109.75
.
— $137.87 $128.30
. $107.47 $107.95 $110.59

2018

2019

2020

$ 91.70
$120.82
$129.91
$117.31

$104.19
$103.90
$155.41
$127.27

$ 60.04
$ 59.50
$119.12
$ 43.47

(1) “RevPAR” represents the product of the ADR charged and the average daily occupancy rate, but
excludes other revenue generated by a hotel property.
(2) The Springhill Suites Wilmington Mayfaire opened in August 2015.
(3) The Staybridge Suites St. Petersburg opened in March 2014.
(4) The Hotel Indigo Traverse City opened in May 2016.
(5) The Hilton Garden Inn Providence opened in 1989.
Because we are prohibited from operating hotel properties pursuant to certain tax laws relating to our
qualification as a REIT, we, indirectly through our taxable REIT subsidiaries, or TRSs, will retain a
property manager to be responsible for managing each of the hotel properties under a separate hotel
management agreement. We will generally pay each property manager a property management fee each
fiscal year with respect to each property equal to 3% of total operating revenues of each property (which
exclude the gross receipts of any licensees, leases, and concessionaries), paid on a monthly basis, in addition
to certain expense and centralized services costs and reimbursements. We may also pay the property
manager a construction management fee equal to market rates for supervising and/or coordinating any
construction, improvements, refurbishments or renovations of our hotel properties, in addition to certain
expense reimbursements.
Our TRSs each entered into hotel management agreements with property managers affiliated with
TPG Hotels & Resorts, Inc., an affiliate of our sponsor, to manage the Springhill Suites property, the
Staybridge Suites property, the Hotel Indigo Traverse City property and the Hilton Garden Inn property on
March 29, 2018, March 29, 2018, August 15, 2018, and February 27, 2020, respectively. The property
managers will each receive the property management fee described above. Each hotel management
agreement has an initial term of 5 years, with four automatic one-year renewals, unless otherwise
terminated in accordance with the Hotel Management Agreement.
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We currently have no plans for any material renovations, improvements or development of any of the
hotel properties and believe each such hotel property is adequately insured and is suitable for its present and
intended use, subject to typical maintenance and replacements in the ordinary course.
Borrowings
Springhill Suites Property Loan
On March 29, 2018, our operating partnership, through its subsidiaries, took assignment from an
affiliate of our sponsor of a loan agreement, promissory note, or the Note, and other loan documents,
including a guaranty by TH Investment Holdings II, LLC, an affiliate of our sponsor, to secure an
aggregate $11,268,000 mortgage, or the Springhill Suites Property Loan, on the Springhill Suites property
with WELLS FARGO BANK, NATIONAL ASSOCIATION, AS TRUSTEE FOR THE BENEFIT OF
THE REGISTERED HOLDERS OF JPMDB COMMERCIAL MORTGAGE SECURITIES
TRUST 2017-C7, COMMERCIAL MORTGAGE PASS-THROUGH CERTIFICATES, SERIES 2017-C7
(as successor to J.P. Morgan Chase Bank, N.A.), as lender. Pursuant to the Springhill Suites Property Loan
documents, as of March 29, 2018, the Note had a principal balance of $11,268,000, matures on July 1,
2024, and bears interest at the rate of 4.49% per annum. Prepayments are allowed under limited
circumstances. At the maturity date, all outstanding principal, accrued and unpaid interest and all other
amounts are due under the loan. The Springhill Suites Property Loan is secured by the first priority deed of
trust and certain other agreements that encumber the Springhill Suites property. The property continues to
be in compliance with the original loan obligations and all required payments have been made as agreed. In
March 2021, we received a written waiver of all debt service coverage testing for the tests due for the period
beginning December 2020 through June 2021.
Staybridge Suites Property Loan
On March 29, 2018, our operating partnership, through its subsidiaries, took assignment from an
affiliate of our sponsor of a loan agreement, promissory note, or the Note, and other loan documents,
including a guaranty by TH Investment Holdings II, LLC, an affiliate of our sponsor, to secure an
aggregate $13,325,000 mortgage, or the Staybridge Suites Property Loan, on the Staybridge Suites property
with WELLS FARGO BANK, NATIONAL ASSOCIATION, AS TRUSTEE FOR THE BENEFIT OF
THE REGISTERED HOLDERS OF JPMDB COMMERCIAL MORTGAGE SECURITIES
TRUST 2017-C7, COMMERCIAL MORTGAGE PASS-THROUGH CERTIFICATES, SERIES 2017-C7
(as successor to J.P. Morgan Chase Bank, N.A.), as lender. Pursuant to the Staybridge Suites Property Loan
documents, as of March 29, 2018, the Note had a principal balance of $13,325,000, matures on July 1,
2024, and bears interest at the rate of 4.34% per annum. Prepayments are allowed under limited
circumstances. At the maturity date, all outstanding principal, accrued and unpaid interest and all other
amounts are due
under the loan. The Staybridge Suites Property Loan is secured by the first priority
mortgage loan and certain other agreements that encumber the Staybridge Suites property. The property
continues to be in compliance with the original loan obligations and all required payments have been made
as agreed. In August 2020, we received a written waiver of all debt service coverage testing for the tests due
for the period beginning June 2020 through March 2021.
Hotel Indigo Traverse City Property Loan
Our operating partnership, through one of its subsidiaries, entered into a first mortgage loan on
August 15, 2018, with Citizens Bank, National Association, or Citizens, as lender, in the principal amount
of $17,836,000, or the Citizens Loan, which matures on August 15, 2021, or the Maturity Date. The
Citizens Loan is secured by the Hotel Indigo Traverse City property and bears interest at LIBOR plus
3.00%. On August 15, 2018, the operating partnership, through one of its subsidiaries, entered into a swap
derivative contract to fix the interest rate on all but $2,744,000.00 of the Citizens Loan, or the Paydown
Amount. The interest rate swap agreement was issued at market terms so that it had no fair value at its
inception. As of February 28, 2019, such Paydown Amount was repaid to the Lender using proceeds from
this Offering. The Citizens Loan provides for interest only monthly payments until August 15, 2019;
provided, however, because the Paydown Amount was paid, the interest only period was extended to
maturity. With respect to first extension term, Borrower is required to achieve a debt service coverage ratio,
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or DSCR, of at least 1.45x and 1.50x for second and third extension terms. Any extensions require payment
of extension fees to the lender of 0.10% for the first extension and 0.20% for the second and third
extensions. No principal amortization will be required prior to August 15, 2019.
On April 21, 2020, a subsidiary of our Operating Partnership entered into a first amendment to the
Citizen Loan (the “Hotel Indigo Loan Modification Documents”) to amend the terms of its mortgage loan
on the Hotel Indigo Traverse City property. Pursuant to the Hotel Indigo Loan Modification Documents,
the interest only payments that were scheduled to be paid on April 1, 2020, May 1, 2020 and June 1, 2020
shall be deferred (collectively, the “Deferred Payments”). The Deferred Payments will not accrue interest
but shall be deemed principal to be due and payable in full on or before June 30, 2021. Regularly scheduled
interest payments will recommence on July 1, 2020. Prepayment of the Deferred Payments is allowed
without penalty and our Operating Partnership’s obligation to pay the Deferred Payments may be
accelerated by Citizens as allowed under the Loan Documents. In addition, Citizens waived the Operating
Partnership’s requirement to achieve the stated debt service coverage ratio for the period from January 1,
2020 through June 30, 2021. The Hotel Indigo Loan Modification Documents also provide that all net
worth, liquidity and financial covenant testing and any requirements of the guarantor, which is TH
Investment Holdings II, LLC, an affiliate of our sponsor, to comply with such covenants are waived from
January 1, 2020 through June 30, 2021. As of September 29, 2020, the property was able to generate
sufficient income to repay the deferred interest in full. Accordingly, as of the date hereof, the property is in
compliance with the original loan obligations and all required payments have been made as agreed.
Concurrent with the loan modification, our Operating Partnership, through its subsidiary, entered into
a Swap Modification Agreement with Citizens (the “Swap Modification Agreement”) to modify the swap
derivative contract with Citizens that fixes the interest rate on the outstanding balance of the mortgage
loan. The Swap Modification Agreement modifies the requirements to make payments under the swap
derivative contract and provides for a deferral of any payments during the period beginning on April 21,
2020 and ending on the earliest to occur of (i) July 1, 2020 or (ii) a Modification Termination Event (as
defined in the Swap Modification Agreement).
Hilton Garden Inn Loan
The Hilton Garden Inn Loan is collateralized by the Hilton Garden Inn Property, has an outstanding
principal amount of approximately $16.9 million and bears interest at a fixed rate of 4.25% per annum. The
Hilton Garden Inn Loan matures on May 15, 2025. The Hilton Garden Inn Loan provides for interest only
monthly payments for 35 months, with payments based on a 30-year amortization schedule thereafter. The
Hilton Garden Inn Loan may be prepaid at any time with 15 days’ prior notice, subject to a declining
prepayment premium ranging from 2.0% — 0.5% of the outstanding loan balance, depending on the year
of prepayment. The Hilton Garden Inn Loan contains customary affirmative covenants, negative covenants
and events of default.
On April 23, 2020, our Operating Partnership, through its subsidiary, and we entered into an Omnibus
Amendment and Reaffirmation Agreement (the “Hilton Garden Inn Loan Modification Agreement”) with
the existing lender, East Boston Savings Bank, to amend the terms of the mortgage loan and loan
documents on the Hilton Garden Inn property. Pursuant to the Hilton Garden Inn Loan Modification
Agreement, interest only payments that were due on the six consecutive payment days starting with the
payment scheduled for April 2020 will be deferred until the date that is twelve months after the date each
payment was originally due. Further, all financial covenant testing and any other requirements of our
Operating Partnership to comply with such covenants are waived until the year ending December 31, 2021.
The Hilton Garden Inn Loan Modification Agreement also provides that all net worth, liquidity and
financial covenant testing and any requirements of us as guarantor to comply with such covenants are
waived until the year ending December 31, 2021. As of the date hereof, the loan with East Boston Savings
Bank is in compliance with the above referenced loan arrangements.
Promissory Notes
Hotel Indigo Traverse City Promissory Note
On August 15, 2018, we executed a promissory note, or the Hotel Indigo Traverse City Promissory
Note, in favor of our sponsor, in the principal amount of $6,600,000 in order to fund the acquisition of the
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Hotel Indigo Traverse City property. The Hotel Indigo Traverse City Promissory Note accrues interest at
the rate of 4.75% per annum (based on the number of actual days elapsed and a 365 day year). The loan
was repaid in full as of July 2019.
Franchise Agreements
Our hotels operate under franchise agreements with a national brand that is separate from the
agreement with the property manager pursuant to which the operations of the hotel are managed. Our
franchise agreements give us the right to the use of the brand name, systems and marks with respect to
specified hotels and establish various management, operational, record-keeping, accounting, reporting and
marketing standards and procedures with which the licensed hotel must comply. In addition, the franchisor
establishes requirements for the quality and condition of the hotel and its furniture, fixtures and equipment,
and we are obligated to expend such funds as may be required to maintain the hotel in compliance with
those requirements.
Typically, our franchise agreements provide for a license fee, or royalty, of 5% to 6% of gross room
revenues. In addition, we generally pay 1.5% to 3.5% of gross room revenues as a program or reservation
fees for the system-wide benefit of brand hotels.
Our typical franchise agreement provides for a term of 15 to 25 years, although some have shorter
terms. The agreements typically provide no renewal or extension rights and are not assignable. If we breach
one of these agreements, in addition to losing the right to use the brand name for the applicable hotel, we
may be liable, under certain circumstances, for liquidated damages.
Depreciable Tax Basis
Property and Equipment
Property and equipment is stated at cost. Depreciation is computed under Straight Line Depreciation.
Property and equipment is being depreciated over the following class life periods:
Years

Building . . . . . . . . . . . .
Land improvements . . . .
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The stated cost of the Springhill Suites property as of December 31, 2020 was $18,238,065. As of
December 31, 2020, the accumulated depreciation was $2,209,015. Therefore, the net tax value was
$16,029,050 for the year ended December 31, 2020.
The stated cost of the Staybridge Suites property as of December 31, 2020 was $20,981,588. As of
December 31, 2020, the accumulated depreciation was $2,398,496. Therefore, the net tax value was
$18,583,092 for the year ended December 31, 2020.
The stated cost of the Hotel Indigo Traverse City property as of December 31, 2020 was $27,184,155.
For the year ended December 31, 2020, the accumulated depreciation was $2,972,757. Therefore, the net tax
value was $24,211,398 for the year ended December 31, 2020.
The stated cost of the Hilton Garden Inn property as of December 31, 2020 was $29,091,038. As of
December 31, 2020, the accumulated depreciation was $2,425,890. Therefore, the net tax value was
$26,655,148 for the year ended December 31, 2020.
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MANAGEMENT
Board of Directors
We operate under the direction of our board of directors, the members of which are accountable to us
and our stockholders as fiduciaries. The board is responsible for the overall management and control of our
affairs. The board has retained Procaccianti Hotel Advisors, LLC, which we refer to as our advisor, to
manage certain aspects of our day-to-day affairs and the acquisition and disposition of our investments,
subject to the board’s supervision. As described in greater detail under the sections entitled “— Advisory
Agreement” and “— Management Decisions” below, our advisor may purchase assets on our account,
without specific prior approval from the board, subject to certain limitations.
As required by the NASAA REIT Guidelines, our charter was reviewed and ratified by our board of
directors, including all of the independent directors. Our charter and bylaws provide that the number of our
directors may be established by a majority of the entire board of directors but may not be fewer than three.
Our bylaws further provide that the number of our directors may not be more than ten. We currently have a
total of five directors, including three independent directors. Each director will serve for a one-year term
and until his or her successor is duly elected and qualifies. Our charter provides that a majority of the
directors must be independent directors except for a period of up to 60 days after the death, resignation or
removal of an independent director pending the election of such independent director’s successor. An
“independent director” is defined in our charter in accordance with Section I.B.14 of the NASAA REIT
Guidelines.
There are no family relationships among any of our directors or officers. Except for Mr. James A.
Procaccianti and Ms. Elizabeth Procaccianti, who are siblings, there are no family relationships among any
officers of our advisor. Each director must have at least three years of relevant experience demonstrating
the knowledge and experience required to successfully acquire and manage the type of assets we plan on
acquiring. Each of our current directors has substantially in excess of three years of relevant real estate
experience. Further, at least one of our independent directors has at least three years of relevant real estate
experience demonstrating the knowledge and experience required to successfully acquire and manage the
type of assets we will acquire. In addition, at least one of our independent directors is a financial expert,
with at least three years of relevant financial experience.
During the discussion of a proposed transaction, independent directors may offer ideas for ways in
which transactions may be structured to offer the greatest value to us, and our management will take these
suggestions into consideration when structuring transactions. Each director will serve until the annual
meeting of stockholders following the expiration of his or her term and until his or her successor is duly
elected and qualifies. Although the number of directors may be increased or decreased, a decrease will not
have the effect of shortening the term of any incumbent director.
Any director may resign at any time and may be removed with or without cause by stockholders upon
the affirmative vote of at least a majority of all the votes entitled to be cast generally in the election of
directors. See “Conflicts of Interest”. The notice of any special meeting called to remove a director will
indicate that the purpose, or one of the purposes, of the meeting is to determine if the director shall be
removed. None of our advisor, any member of our board of directors, nor any of their affiliates may vote
or consent on matters submitted to stockholders regarding the removal of our advisor or any director or
any of their affiliates or any transaction between us and any of them. In determining the
requisite percentage in interest required to approve such a matter, any shares owned by such persons will
not be included.
Any vacancy created by the death, resignation, removal, adjudicated incompetence, or other incapacity
of a director may be filled by a vote of a majority of the remaining directors, even if the remaining
directors do not constitute a quorum, any vacancy created by an increase in the number of directors may be
filled by a vote of a majority of the entire board of directors, and any director elected by the board of
directors to fill a vacancy will serve until the next annual meeting of stockholders and until a successor is
duly elected and qualifies. Independent directors shall nominate replacements for vacancies in the
independent director positions. Each director will be bound by the charter and the bylaws.
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The directors will meet quarterly or more frequently if necessary. Maryland law provides that any
action required or permitted to be taken at a meeting of the board of directors also may be taken without a
meeting by the unanimous written or electronic consent of all directors. Our directors are not required to
devote a substantial portion of their time to discharge their duties as our directors. Consequently, in the
exercise of their responsibilities, the directors heavily rely on our advisor. Our directors must satisfy their
fiduciary duty to us and our stockholders, including the supervision of the relationship between us and our
advisor. The board is empowered to fix the compensation of all officers that it selects and approve the
payment of compensation to directors for services rendered to us in any other capacity.
Our board of directors has established policies on investments and borrowing, the general terms of
which are set forth in this prospectus. See “Investment Objectives, Strategy, and Policies”. The directors may
establish further policies on investments and borrowings.
In general, a majority of our independent directors are required to approve matters relating to
minimum capital, duties of our directors, the advisory agreement, liability and indemnification of our
directors, advisor and affiliates, advisor and affiliate fees, compensation and expenses, investment objectives
and strategies, leverage and borrowing policies, meetings of stockholders, stockholders’ election of
directors, and our distribution reinvestment plan.
The directors will monitor our advisor’s administrative procedures, investment operations and
performance to ensure that the policies are fulfilled and are in the best interest of our stockholders.
The independent directors are responsible for reviewing our fees and expenses on at least an annual
basis and with sufficient frequency to determine that the expenses incurred are reasonable in light of our
investment performance, our net assets, our net income and the fees and expenses of other comparable
unaffiliated REITs. Each determination and basis therefor shall be set forth in the minutes of the meetings
of the board of directors. In addition, a majority of the directors, including a majority of the independent
directors, who are not otherwise interested in the transaction, must determine that any transaction with our
sponsor, our advisor, any of our directors or any of their respective affiliates is fair and reasonable to us and
on terms and conditions no less favorable to us than those available from unaffiliated third parties. The
independent directors also are responsible for reviewing the performance of our advisor and determining
that the compensation to be paid to our advisor is reasonable in relation to the nature and quality of
services to be performed and that the provisions of the advisory agreement are being carried out.
Specifically, the independent directors will consider factors such as:
•

the amount of the fees paid to our advisor in relation to the size, composition and performance of
our investments;

•

the success of our advisor in generating appropriate investment opportunities;

•

rates charged to other REITs, especially REITs of similar structure, and other investors by
advisors performing similar services;

•

additional revenues realized by our advisor and its affiliates through their relationship with us,
whether we pay them or they are paid by others with whom we do business;

•

the quality and extent of service and advice furnished by our advisor;

•

the performance of our investment portfolio, including income, conservation or appreciation of
capital, frequency of problem investments and competence in dealing with distress situations; and

•

the quality of our investment portfolio relating to the investments generated by our advisor for its
own account.

If the independent directors determine that the compensation to be paid to our advisor is not
reasonable, our board of directors may request that our advisor reduce its fees, terminate the advisory
agreement, renegotiate the advisory agreement, or retain a new advisor.
Committees of the Board of Directors
Our entire board of directors considers all major decisions concerning our business. However, our
charter and bylaws provide that our board may establish such committees as the board believes appropriate.
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The board will appoint the members of each committee it establishes in the board’s discretion. Our charter
and bylaws require that a majority of the members of each committee of our board be comprised of
independent directors.
Audit Committee
Our board of directors has established an audit committee, which consists of our three independent
directors. The audit committee, by approval of at least a majority of its members, selects the independent
registered public accounting firm to audit our annual financial statements, reviews with the independent
registered public accounting firm the plans and results of the audit engagement, approves the audit and
non-audit services provided by the independent registered public accounting firm, reviews the independence
of the independent registered public accounting firm, considers the range of audit and non-audit fees and
reviews the adequacy of our internal accounting controls. One of our independent directors serves as the
chair of the audit committee and has been designated as the audit committee financial expert. Our board of
directors has adopted a charter for the audit committee that sets forth its specific functions and
responsibilities.
Executive Officers and Directors
The name, age, title and certain biographical information about our executive officers and directors
appear below:
Name

Age

Position(s)

James Procaccianti

62

President, Chief Executive Officer, and Chairman of the Board
of Directors

Gregory Vickowski
Ron Hadar
Lawrence Aubin
Thomas R. Engel
Ronald S. Ohsberg

59
51
74
76
56

Chief Financial Officer, Treasurer, Director
Secretary and General Counsel
Independent Director
Independent Director
Independent Director

James Procaccianti, President, Chief Executive Officer and Chairman of the Board of Directors
Mr. Procaccianti has served as our president, chief executive officer and chairman of the board of
directors since August 2016, and is responsible for overall strategic planning, organizational development,
new business development, investor relations, franchise relations, and acquisitions. Mr. Procaccianti has
served as the President and Chief Executive Officer of Procaccianti Companies, our sponsor, and its
predecessors since February 1980. Also, he has served as a manager of Procaccianti Hotel Advisors, LLC,
our advisor, since August 2016 and has served on the advisor’s investment committee since August 2016.
For more than 30 years Mr. Procaccianti has been in the business of acquiring, renovating, and
managing investment real estate. Mr. Procaccianti possesses the hands-on experience that can only come
from having owned, managed, or developed over 20 million square feet of real estate — billions of dollars
of commercial and residential properties.
In the hospitality industry, Mr. Procaccianti has owned, operated, and managed more than 100 hotels.
Mr. Procaccianti has developed franchise relationships with top hotel brand families, such as Hyatt,
Marriott, Hilton, Starwood, and InterContinental Hotels Group, or IHG. Additionally, he has completed
numerous complex acquisitions with national institutional real estate investors, such as GE Pension Trust,
Starwood, FelCor, Lend Lease, Host Marriott/Marriott International, Bank of America, and CalPERS, the
largest public employee pension fund in the United States.
Mr. Procaccianti is a highly active corporate citizen, serving on multiple executive boards, including the
board of trustees for Rhode Island Hospital, the advisory committee for Hasbro Children’s Hospital, and
the board of directors for Crossroads RI, Rhode Island’s largest homeless shelter. Additionally,
Mr. Procaccianti established the Procaccianti Family Foundation, which provides monetary and in-kind
support for dozens of nonprofit organizations.
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Providence Business News recently recognized Mr. Procaccianti as one of the top 25 ‘Driving Forces’
for his contributions to the Rhode Island business community for his efforts and success over the past
twenty five years.
Mr. Procaccianti was selected to serve as a director and chairman because of his extensive hotel, real
estate and capital markets experience, in addition to his leadership role with our sponsor, all of which are
expected to bring valuable insight to the board of directors.
Mr. Procaccianti attended Bryant University in Smithfield, Rhode Island.
Gregory Vickowski, Chief Financial Officer, Treasurer and Director
Mr. Vickowski has served as our chief financial officer and treasurer since August 2016. He also has
served as Chief Financial Officer of our sponsor, its subsidiaries, and predecessors and TPG since
December 2005. Also, he has served as a manager of our advisor and on its investment committee since
August 2016. He is responsible for raising and negotiating equity and debt financing, negotiation of
purchase and sale agreements in support of asset acquisitions and dispositions, and participating in hotel
management/ franchise company selection, contract negotiation, and implementing our investment strategy
and asset management for our investment portfolio while also overseeing all areas of accounting and
management information systems. He also oversees the management of the sponsors’ other investment
funds, which have assets with a gross value of nearly $1 billion.
Mr. Vickowski joined the predecessor of the sponsor as corporate controller in 1988 and has been
instrumental in growing the sponsor into a nationally recognized hospitality organization. He has more
than 25 years of hospitality industry experience encompassing all aspects of hotel investment and
ownership. He has sourced direct deals and developed creative partnerships/ownership structures, has been
involved in the review of hundreds of real estate investment transactions, and has negotiated contracts with
virtually every major hospitality brand. He has developed long-standing relationships with key industry
brokers and leading lenders, has completed complex purchase transactions with Met Life, Starwood, Host
Marriott, Lend Lease, IHG, Hyatt, Hilton, Lowe Enterprises, FelCor Lodging, and CalPERS, and has
completed equity investments with Och-Ziff, CalPERS, Rockpoint, and others.
Prior to joining the sponsor, Mr. Vickowski worked for a real estate development company where he
was responsible for finance and information technology. He also served as a member of the management
team at an international architectural firm in corporate finance.
Mr. Vickowski earned a bachelor’s degree from the University of Massachusetts-Dartmouth in
business administration, a master’s degree from the University of Rhode Island in Kingston, Rhode Island
in Business with course concentrations in finance and MIS and a master’s degree in taxation from Bryant
University in Smithfield, Rhode Island. He is a member of the Pension Real Estate Association and the
Hotel Asset Management Association.
Mr. Vickowski was selected to serve as a director because of his extensive financial and investment
expertise and experience in hotel, real estate and capital markets, in addition to his leadership role as Chief
Financial Officer with our sponsor, all of which are expected to bring valuable insight to the board of
directors.
Ron Hadar, General Counsel and Secretary
Mr. Hadar has served as our secretary and general counsel since August 2016. Mr. Hadar has also
served as our sponsor’s assistant general counsel since August 2015 and became the sponsor’s and TPG’s
general counsel in January 2016. Mr. Hadar has also served as our advisor’s general counsel since
August 2016. He is responsible for all legal matters with respect to hotel development, acquisitions and
divestitures, debt and capital placement, contracting matters, corporate governance, and asset management
for the Procaccianti Companies, its subsidiaries, and our advisor.
Mr. Hadar has over 20 years of experience as a transactional business and real estate attorney.
Mr. Hadar joined Procaccianti Companies after serving as general counsel to The Richmond Company,
Inc., a real estate development company from June 2005 to June 2015, where he enjoyed a 10-year career
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overseeing all legal matters with respect to the acquisition, development, and ownership of a variety of
commercial and residential real estate assets. Prior to that role, Mr. Hadar was with several national and
regional law firms in Boston, Massachusetts, where he focused on capital markets transactions and
corporate and real estate matters.
Mr. Hadar received his law degree from The University of Denver, Sturm College of Law in 1995, in
Denver, Colorado. He received his undergraduate degree from the University of Rochester in 1990, in
Rochester, New York. Mr. Hadar is admitted to practice in the Commonwealth of Massachusetts and as an
In House Attorney with the State of Rhode Island. In addition, has been a lecturer with Massachusetts
Continuing Legal Education on various real estate matters and a member of the Massachusetts, Rhode
Island, and American Bar Associations.
Thomas R. Engel, Independent Director
Mr. Engel joined our board of directors as an independent director in August 2016. Mr. Engel has
served as the President of T.R. ENGEL Group, LLC, since May 1998, a Boston-based, entrepreneurial
hotel advisory and asset management firm. Mr. Engel is actively engaged as a hotel advisor and asset
manager across three continents, working on the toughest and most sophisticated of client lodging
assignments. Prior to forming T.R. Engel, Thomas Engel spent eight (8) years as Executive Vice President,
Equitable Real Estate Investment Management Inc., (Equitable/AXA) where he founded, then managed its
$1.8 billion global Lodging and Leisure Group. Earlier he created/co-founded three lodging
brands — Embassy Suites, Crowne Plaza Hotels & Resorts and Hawthorn Suites by Wyndham hotels.
Mr. Engel has also served as a director of Eagle Hospitality Properties Trust (Formerly NYSE: EHP).
Mr. Engel entered the lodging business following an earlier career in brand management at Unilever
and Revlon, Inc., New York City. Engel graduated from the University of St. Thomas and Northwestern
University. He is an adjunct professor, Chairman, Advisory Board, Boston University’s School of
Hospitality Administration, a member of American Hotel & Lodging Associations Investment and
Management Committees and a veteran of the United States Marine Corps Air Corps.
Mr. Engel was selected to serve as a director because of his extensive experience in the hospitality
brands industry, prior board experience and leadership skills in the oversight of hospitality assets, all of
which are expected to bring valuable insight to the board of directors.
Lawrence A. Aubin, Sr., Independent Director
Mr. Aubin joined our board of directors as an independent director in August 2016. Mr. Aubin has
served as the President and CEO of Aubin Corporation, a commercial and industrial development firm
headquartered in Seekonk, Massachusetts since November 1983. An active corporate and community
leader, Mr. Aubin has focused his service on support of organizations that are intrinsic to the regional
economy and essential to growth in human capital and quality of life in southeastern New England.
Since October 2014, Mr. Aubin has served as the Chairman of Lifespan Corporation, a Rhode
Island-based health network encompassing Rhode Island Hospital and Hasbro Children’s Hospital and
three other hospitals (The Miriam Hospital, Newport Hospital, and Bradley Hospital), as well as Gateway
Healthcare, the region’s largest behavioral health provider, He previously served as Vice Chairman of the
Lifespan Board of Director’s Co-chairman of the combined Board of Trustees of Rhode Island Hospital
and The Miriam Hospital, and Chairman of the Board of Trustees of Rhode Island Hospital.
At the Board level, Mr. Aubin helped to lead strategic investments and realignments supporting new
levels of innovation, effectiveness, and efficiency among Lifespan’s member organizations — including the
blending of the unique strengths of two distinguished teaching hospitals, Rhode Island Hospital and The
Miriam Hospital. Mr. Aubin has also chaired or served on the Lifespan Development Committee, Finance
Committee, and Facilities Committee — helping to transform the Rhode Island Hospital campus through
construction of the Bridge Building, the Emergency Department, the Comprehensive Cancer Center, new
surgical suites, and a pediatric imaging center, and restoration of the historic Jane Brown Building to create
state-of-the-art clinical space.
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Mr. Aubin is a member of the Commercial Banking Advisory Board of Citizens Bank, and has
contributed his expertise to the boards of several leading regional financial institutions — including
Durfee-Attleboro Bank, South Shore Bank, and Bank of Boston — over the past four decades. Since 2009,
he has served as a member of the Providence College Business Advisory Council.
Mr. Aubin was selected to serve as a director because of his extensive leadership skills in running large
institutional organizations, in addition to his leadership and experience in the real estate industry, all of
which are expected to bring valuable insight to the board of directors.
Ronald S. Ohsberg, Independent Director and Chairman of the Audit Committee
Mr. Ohsberg joined our board of directors as an independent director in August 2016. Mr. Ohsberg
also serves as the chairman of our audit committee. Mr. Ohsberg has been the Senior Executive Vice
President, Chief Financial Officer and Treasurer of the Washington Trust Bancorp since February 2018,
having joined the company as Senior Executive Vice President and Treasurer in June 2017. Washington
Trust Bancorp offers a comprehensive range of financial services, including commercial banking, mortgage
banking, personal banking, and wealth management and trust services through its offices located in Rhode
Island, Connecticut and Massachusetts.
Previously, he served as Executive Vice President — Finance of Linear Settlement Services since
July 2016 in Middletown, Rhode Island. Linear provides nationwide title insurance and closing services
pertaining to commercial and residential real estate transactions. Prior to joining Linear Settlement
Services, Mr. Ohsberg spent twelve years at Citizens Financial Group (Citizens), a $138 billion Rhode
Island-based bank holding company, in various capacities including Executive Vice President, Corporate
Controller and Chief Accounting Officer since 2009. In this position he assisted in executing the largest
United States commercial bank IPO in a series of four equity offerings aggregating $12.3 billion and
established Citizens’ Sarbanes-Oxley public-company governance structure and procedures. He was also
responsible for all SEC and regulatory reporting and corporate accounting functions as well as a member of
various corporate governance committees. Commencing in 2004 through 2009, he was Senior Vice
President, Director of Corporate Reporting at Citizens responsible for all aspects of financial reporting to
Citizens’ regulators and its parent Company, Royal Bank of Scotland.
Mr. Ohsberg also worked at Bank of America’s predecessor FleetBoston Financial from 1992 to 2004
in various positions culminating as Senior Vice President, Director of Accounting. He was responsible for
the monthly accounting closing process and associated analytics of a $200 billion financial institution, in
addition to managing the successful corporate-wide implementation of Sarbanes-Oxley procedures.
Mr. Ohsberg started his career in the audit department at KPMG, an international audit, tax and advisory
firm.
Mr. Ohsberg received Bachelor of Science degrees in Accounting and Finance, and Master of Business
Administration degree, from the University of Rhode Island. Mr. Ohsberg is also a Certified Public
Accountant.
Mr. Ohsberg was selected to serve as a director because of his extensive financial, accounting and
public company reporting and compliance expertise and experience, in addition to his leadership role with
Linear, all of which are expected to bring valuable insight to the board of directors.
Key Executives of the Sponsor and Advisor
The name, age, title and certain biographical information about the executive officers of our sponsor
and our advisor appear below:
Name

Age

James Procaccianti
Gregory Vickowski
Elizabeth Procaccianti
Mark Bacon
Robert Leven
Ron Hadar

62
59
72
58
53
51

Position(s)

President and Chief Executive Officer (see above)
Chief Financial Officer (see above)
Chief Operating Officer
Chief Construction Officer
Chief Investment Officer
General Counsel
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The backgrounds of Messrs. Procaccianti, Vickowski and Hadar are included above in the “— Executive
Officers and Directors” section above.
Elizabeth Procaccianti, Chief Operating Officer
Ms. Procaccianti has served as the Chief Operations Officer of the sponsor, its subsidiaries, and its
predecessors and TPG since December 2005 and has served in the same capacity for our advisor since
August 2016. She has served as a manager of our advisor since August 2016 and has served on the advisor’s
investment committee since August 2016. Ms. Procaccianti is responsible for the overall management and
performance of the sponsor’s national portfolio and will perform the same duties for us through our
advisor. She has been with the sponsor and TPG since 1987 and has served in several capacities, including
general manager and regional director. She has built a staff of experienced hospitality professionals, both at
the hotel and corporate levels, who have been trained and instructed on the successful containment of costs
through attention to controls and procedures.
Ms. Procaccianti has a track record of generating profits by maximizing revenue through aggressive
sales and marketing, revenue management, and superior guest satisfaction. Ms. Procaccianti currently
serves on the owner advisory boards for Starwood Hotels and Hilton Hotels. Ms. Procaccianti is also on the
board of the Providence/Warwick Convention & Visitors Bureau and is a past board member of the Rhode
Island Hospitality Association.
Ms. Procaccianti is a graduate of the University of Rhode Island in Kingston, Rhode Island with a
bachelor’s degree in English/Business.
Mark Bacon, Chief Construction Officer
Mr. Bacon has served as the chief construction officer of our sponsor, its subsidiaries, and its
predecessors since December 2005.
Mr. Bacon is responsible for the implementation of all construction, renovation, and capital
expenditure projects across all divisions of the sponsor and its affiliates. Mr. Bacon has served on our
advisor’s investment committee since August 2016.
Since joining the Procaccianti Companies in 1985, Mr. Bacon has managed the renovation of all of our
sponsor’s hotel properties as well as numerous commercial, residential, and condominium projects. Over the
past 25 years, in addition to his construction responsibilities, he has served in all facets of the sponsor’s
company including residential, commercial, and industrial property management, and also as a regional
hotel director.
Mr. Bacon graduated from University of Rhode Island in Kingston, Rhode Island with a bachelor’s
degree in industrial engineering.
Robert Leven, Chief Investment Officer
Mr. Leven has served as the chief investment officer of Procaccianti Companies and TPG since
January 2006. He has also served on our advisor’s investment committee since August 2016. He is
responsible for the evaluation, analysis, and processing of all new acquisition opportunities. Since joining
our sponsor in September 2002 as executive vice president of acquisitions, Mr. Leven has helped to position
the sponsor as one of the largest privately held hospitality management companies in the United States.
Prior to joining the sponsor, Mr. Leven worked for Hodges Ward Elliott Inc., one of the leading firms
in the country focusing exclusively on hotel brokerage. Before joining Hodges Ward Elliott, Mr. Leven was
one of the original employees and founders of U.S. Franchise Systems, which he joined at its inception in
October 1995 as director of franchise sales and development.
Mr. Leven is a graduate of Cornell University School of Hotel Administration in Ithaca, New York.
Compensation of Our Executive Officers
Our executive officers do not receive compensation from us for services rendered to us. Our executive
officers are employees of Procaccianti Companies and its affiliates and are compensated by these entities, in
part, for their services to us. See “Management Compensation” and “Management — Employees of
Affiliated Companies” below for a discussion of the fees paid to and services provided by our advisor and
its affiliates.
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Compensation of Our Directors
We will pay each of our independent directors who is independent (under our charter) an annual
retainer of $27,500, pro-rated for a partial term. Each independent director will receive $1,000 for each
board meeting the director attends in person, $500 for each telephonic board meeting, $500 for each audit
committee meeting the director attends in person and $250 for each telephonic audit committee meeting
(but not to exceed $1,500 on any given day). The chairperson of the audit committee will receive $375 for
each audit committee meeting the chairperson attends in person. All directors will receive reimbursement of
reasonable out-of-pocket travel expenses incurred in connection with attendance at meetings of the board
of directors. If a director is also one of our officers, we will not pay separate compensation for services
rendered as a director.
Our board of directors has approved and adopted an independent directors’ compensation plan which
operates as a sub-plan of our long-term incentive plan and is described below. Our long-term incentive plan
will provide each new independent director that joins our board of directors with 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 our 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 our company. As of April 20, 2021, we
had issued 1,000 restricted K Shares to each independent director, subject to the vesting terms provided
above. Such shares were issued pursuant to Section 4(a)(2) of the Securities Act.
Long-Term Incentive Plan
We adopted a long term incentive plan to:
•

furnish incentives to individuals and entities chosen to receive restricted K Shares or A Shares,
because they are considered capable of improving our operations and increasing profits;

•

encourage selected persons to accept or continue employment with our advisor and its affiliates;
and

•

increase the interest of our officers and directors (and employees, if any) in our welfare through
their participation in the growth in the value of our company.

Our long-term incentive plan authorizes the granting of restricted stock, stock options, restricted or
deferred stock units, performance awards and other stock-based awards to directors, officers, employees
and consultants of ours selected by our board of directors for participation in our long-term incentive plan.
Restricted stock and stock options granted under the long-term incentive plan will not exceed an amount
equal to 5% of the outstanding shares of our K Shares and A Shares on the date of grant of any such
award. Any stock options granted under the long-term incentive plan will have an exercise price or base
price that is not less than fair market value of our K Shares or A Shares on the date of grant.
Our long-term incentive plan will be administered by the board of directors. The board of directors
will have the full authority: (1) to administer and interpret the long-term incentive plan; (2) to determine the
eligibility of directors, officers and employees (if we ever have employees), employees of our advisor and its
affiliates, employees of entities that provide services to us, directors of our advisor or of entities that
provide services to us, certain of our consultants and certain consultants to our advisor and its affiliates or
to entities that provide services to us, to receive an award; (3) to determine the number of K Shares or A
Shares to be covered by each award; (4) to determine the terms, provisions, and conditions of each award
(which may not be inconsistent with the terms of the long-term incentive plan); (5) to make determinations
of the fair market value of K Shares or A Shares; (6) to waive any provision, condition, or limitation set
forth in an award agreement; (7) to delegate its duties under the long-term incentive plan to such agents as it
may appoint from time to time; and (8) to make all other determinations, perform all other acts, and
exercise all other powers and authority necessary or advisable for administering the long-term incentive
plan, including the delegation of those ministerial acts and responsibilities as the board of directors deems
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appropriate. We have authorized and reserved 5,000,000 K Shares and 1,500,000 A Shares for issuance
under our long-term incentive plan. Any stock options granted under the long-term incentive plan will have
an exercise price that is not less than fair market value of the shares underlying such options on the date of
grant.
Restricted share awards entitle the recipient to restricted shares from us under terms that provide for
vesting over a specified period of time or upon attainment of pre-established performance objectives. Such
awards would typically be forfeited with respect to the unvested shares upon the termination of the
recipient’s employment or other relationship with us. Restricted shares may not, in general, be sold or
otherwise transferred until restrictions are removed and the shares have vested. The restricted shares will
become fully vested and become non-forfeitable if we experience a change in control. Holders of restricted
shares may receive cash distributions prior to the time that the restrictions on the shares have lapsed. Any
distribution payable in our securities shall be subject to the same restrictions as the underlying restricted
shares.
Limited Liability and Indemnification of Directors, Officers and Other Agents
We are permitted to limit the liability of our directors and officers to us and our stockholders for
monetary damages and to indemnify and advance expense to our directors, officers, and other agents, to the
extent permitted by Maryland law and our charter.
Maryland law permits us to include in our charter a provision eliminating the liability of our directors
and officers to our stockholders and us for money damages, except for liability resulting from (i) actual
receipt of an improper benefit or profit in money, property, or services or (ii) active and deliberate
dishonesty established by a final judgment and that is material to the cause of action.
Maryland law requires us (unless our charter provides otherwise, which our charter does not) to
indemnify a director or officer who has been successful in the defense of any proceeding to which he or she
is made or threatened to be made a party by reason of his or her service in that capacity. Maryland law
allows directors and officers to be indemnified against judgments, penalties, fines, settlements, and
reasonable expenses actually incurred in a proceeding unless the following can be established:
•

an act or omission of the director or officer was material to the cause of action adjudicated in the
proceeding and was committed in bad faith or was the result of active and deliberate dishonesty;

•

the director or officer actually received an improper personal benefit in money, property or
services; or

•

with respect to any criminal proceeding, the director or officer had reasonable cause to believe his
or her act or omission was unlawful.

A court may order indemnification if it determines that the director or officer is fairly and reasonably
entitled to indemnification, even though the director or officer did not meet the prescribed standard of
conduct or was adjudged liable on the basis that personal benefit was improperly received. However,
indemnification for an adverse judgment in a suit by the corporation or in its right, or for a judgment of
liability on the basis that personal benefit was improperly received, is limited to expenses. Maryland law
permits a corporation to advance reasonable expenses to a director or officer upon receipt of a written
affirmation by the director or officer of his or her good faith belief that he or she has met the standard of
conduct necessary for indemnification and a written undertaking by him or her or on his or her behalf to
repay the amount paid or reimbursed if it is ultimately determined that the standard of conduct was not
met.
Subject to the limitations contained in Maryland law, our charter limits directors’ and officers’ liability
to us and our stockholders for monetary damages, requires us to indemnify and pay or reimburse
reasonable expenses in advance of final disposition of a proceeding to our directors, our officers, our
advisor or any of its affiliates, and permits us to provide such indemnification and advance of expenses to
our employees and agents. This provision neither reduces the exposure of directors and officers to liability
under federal or state securities laws, nor does it limit the stockholders’ ability to obtain injunctive relief or
other equitable remedies for a violation of a director’s or an officer’s duties to us, although the equitable
remedies may not be an effective remedy in some circumstances.
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However, as required by the NASAA REIT Guidelines, our ability to indemnify our directors, our
advisor, and its affiliates for losses or liability suffered by them, and to hold them harmless for losses or
liability suffered by us, by requiring that the following additional conditions are met:
•

the indemnified person has determined, in good faith, that the course of conduct that caused the
loss or liability was in our best interest;

•

the indemnified person was acting on our behalf or performing services for us;

•

in the case of an independent director, the liability or loss was not the result of gross negligence or
willful misconduct by the independent director;

•

in the case of a non-independent director, our advisor, or one of its affiliates, the liability or loss
was not the result of negligence or misconduct by the party seeking indemnification; and

•

the indemnification or agreement to hold harmless is recoverable only out of our net assets and
not from our stockholders.

The SEC and some state securities commissions take the position that indemnification against
liabilities arising under the Securities Act is against public policy and unenforceable. Furthermore, our
charter prohibits the indemnification of our directors, our advisor, or any of its affiliates for liabilities
arising from or out of a violation of state or federal securities laws, unless one or more of the following
conditions are met:
•

there has been a successful adjudication on the merits of each count involving alleged securities
law violations;

•

the claims have been dismissed with prejudice on the merits by a court of competent jurisdiction;
or

•

a court of competent jurisdiction approves a settlement of the claims against the indemnitee and
finds that indemnification of the settlement and the related costs should be made, and the court
considering the request for indemnification has been advised of the position of the SEC and of
the published position of any state securities regulatory authority in which the securities were
offered as to indemnification for violations of securities laws.

Our charter further provides that the advancement of funds to our directors and to our advisor and its
affiliates for reasonable legal expenses and other costs incurred in advance of the final disposition of a
proceeding for which indemnification is being sought is permissible only if all of the following conditions
are satisfied:
•

the proceeding relates to acts or omissions with respect to the performance of duties or services on
our behalf;

•

the proceeding was initiated by a third party who is not a stockholder or, if by a stockholder
acting in his or her capacity as such, a court of competent jurisdiction approves the advancement;

•

the person seeking indemnification provides us with a written affirmation of his or her good faith
belief that he or she has met the standard of conduct necessary for indemnification; and

•

the person seeking the advancement undertakes to repay the amount paid or reimbursed by us,
together with the applicable legal rate of interest thereon, if it is ultimately determined that such
person is not entitled to indemnification.

We entered into an indemnification agreement with each of our current directors and executive
officers, each referred to herein as an Indemnitee. Each indemnification agreement obligates us to
indemnify the respective Indemnitee to the maximum extent permitted by Maryland law against all
judgments, penalties, fines and amounts paid in settlement and all expenses actually and reasonably
incurred by the Indemnitee or on his or her respective behalf in connection with a proceeding. Each
Indemnitee is not entitled to indemnification if it is established that one of the exceptions to
indemnification under Maryland law, as set forth in each indemnification agreement, exists. We will also
136

purchase and maintain insurance on behalf of all of our directors and executive officers against liability
asserted against or incurred by them in their official capacities with us, whether or not we are required or
have the power to indemnify them against the same liability.
Our Advisor
Our advisor is Procaccianti Hotel Advisors, LLC, which we generally refer to as simply “our advisor.”
Our advisor is an affiliate of and under common control with Procaccianti Companies. Our advisor has
contractual and fiduciary responsibilities to us and our stockholders.
Advisory Agreement
Procaccianti Hotel Advisors, LLC serves as our advisor in accordance with the terms of the advisory
agreement among us, our operating partnership and our advisor. Subject to the overall supervision of our
board of directors, our advisor manages the day-to-day operations of, and provides investment
management services to, us. The term of our advisory agreement, including the amended and restated
advisory agreement, is for a one-year term subject to renewals upon mutual consent of our advisor and
independent directors for an unlimited number of successive one-year periods. Our board of directors,
including our independent directors, after review of the advisor’s performance during the last year,
authorized our execution of a mutual consent to renew the advisory agreement for an additional one-year
term, which expires on August 2, 2021. The renewal became effective on August 3, 2020. See the section
entitled “Conflicts of Interest — Other Charter Provisions Relating to Conflicts of Interest — Term of
Advisory Agreement” below.
Under the terms of the advisory agreement, our advisor will:
•

identify, evaluate, and negotiate the structure of the investments we make (including performing
due diligence on our prospective investments);

•

find, present, and recommend to us real estate investment opportunities consistent with our
investment policies and objectives;

•

structure the terms and conditions of our real estate acquisitions, sales, or joint ventures;

•

acquire properties on our behalf in compliance with our investment objectives and policies;

•

arrange for financing and refinancing of properties;

•

enter into leases and service contracts for our properties;

•

oversee the performance of our property managers;

•

review and analyze the properties’ operating and capital budgets;

•

generate an annual budget for us;

•

review and analyze financial information for each property and the overall portfolio;

•

formulate and oversee the implementation of strategies for the administration, promotion,
management, operation, maintenance, improvement, financing and refinancing, marketing,
leasing, and disposition of properties; and

•

close, monitor, and administer the investments we make.

Our advisor’s services under the advisory agreement are not exclusive, and it is free to furnish similar
services to other entities so long as its services to us are not impaired. We will pay our advisor fees and
distributions and reimburse it for certain expenses incurred on our behalf. We will not pay our advisor and
its affiliates any fees associated with arranging for financing and refinancing of properties, or a debt
financing fee, however, we will pay unaffiliated third parties a debt financing fee, if applicable. For a
detailed description of the fees and expense reimbursements payable to our advisor, including any payments
due upon a termination of the advisory agreement, see the section in this prospectus entitled “Management
Compensation”.
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Management Decisions
The primary responsibility for the management decisions of our advisor and its affiliates, including the
selection of investment properties to be recommended to our board of directors, the negotiation for these
investments, and asset management decisions, will reside in an investment committee of our advisor. The
investment committee is composed of James Procaccianti, Gregory Vickowski, Robert Leven, Elizabeth
Procaccianti and Mark Bacon. Investment decisions require the approval of a majority of the members of
our advisor’s investment committee. Our advisor’s investment committee may purchase on our account,
without specific prior approval of the board of directors, properties with a gross acquisition cost equal to or
less than the greater of (a) $20 million or (b) 10% of our gross assets, as reported on a GAAP basis
(including leverage and excluding depreciation), so long as the investment in the property would not, if
consummated, violate our investment guidelines or any restrictions on indebtedness, and so long as the
consideration to be paid for such properties does not exceed the fair market value of such properties. Any
investment with a purchase price greater than the $20 million/10% limit noted above or that, if
consummated, would violate our investment guidelines or any restrictions on indebtedness requires the
approval of our board of directors. During these discussions, independent directors can offer ideas for ways
in which deals can be changed to make them acceptable.
In addition, our advisor’s investment committee may cause us to sell or otherwise dispose of our
investments if the gross selling price is equal to or less than the greater of (a) $20 million or (b) 10% of our
gross assets, as reported on a GAAP basis (including leverage and excluding depreciation).
Our Property Manager
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 will own the hotel properties we invest in will lease
the hotel properties to one or more TRSs. The TRSs will enter into property management agreements with
one or more hotel management companies. These may include TPG Hotels & Resorts, Inc., an affiliate of
our sponsor and advisor, or TPG’s wholly owned subsidiaries, which we collectively refer to as TPG, or they
may include other affiliates and/or designees of TPG. We refer to TPG and such other affiliates and/or
designees collectively as our property manager. See “Conflicts of Interest — Our Sponsor and its Affiliates”
and “— Property Manager”. In limited situations, we may acquire hotels where we cannot enter into
management agreements with our property manager and will retain the services of third parties to manage
such hotels.
We expect that the property management agreements with our property manager will generally have
terms of two to four years; however, all property management agreements with our property manager will
terminate upon the sale of the managed property. We will pay our property manager a property
management fee of approximately 3% of gross revenues, and a construction management fee equal to
market rates for supervising and/or coordinating any construction, improvements, refurbishments or
renovations of our hotel properties, in addition to certain expense reimbursements. See also “Management
Compensation — Property Management Fee and Reimbursement” and “— Construction Management
Fee”.
TPG is an industry-leading, vertically integrated hospitality owner operator of hotels ranging from
focused-service hotels to lifestyle and resorts spanning across the economy and luxury hotel chain segments.
TPG is actively engaged in hotel operations, development, and asset acquisition/repositioning throughout
the United States, and it provides industry-leading hotel operations, technical consulting, and pre-opening
services. TPG is approved to operate under licenses from the industry’s leading brands, including Marriott,
Hilton, Hyatt, Starwood, IHG, Wyndham, and Choice, and also operates multiple independently branded
boutique properties.
TPG ranks among the 13 largest privately held U.S. hotel management companies based on 2018
rankings by industry publications such as Hotel Business, Hotel Management, and National Real Estate
Investor. TPG’s portfolio includes approximately 43 full-service, lifestyle, boutique, extended-stay and
select-service hotels currently under management or under development located from coast-to-coast,
including nearly 10,000 rooms generating nearly $700 million in gross annual revenues.
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Our property manager will be responsible for managing our hotel properties, ensuring compliance with
the requirements set forth by the applicable hotel brand, and, from time to time, making renovations as
necessary to our properties. Our property manager will employ staff at our hotel properties and will also
direct the purchase of equipment and supplies and supervise maintenance activity. It will also be
responsible for the administration of leases, licenses, and concession agreements for public spaces in our
hotel properties; will keep the hotel properties’ furniture, fixtures, and equipment in good order; negotiate
and enter into, on behalf of our TRSs, service contracts and licenses required in the ordinary course to
operate our properties; and supervise and purchase inventory required to conduct the business of our hotel
properties. In addition to providing property management services, TPG may also provide us with market
research, acquisition advice, franchise brand recommendations, a pipeline of investment opportunities, and
pre-acquisition planning services.
Employees of Affiliated Companies
As of the date of this prospectus, although we will have executive officers who manage our operations,
we will not have any paid employees. Our day-to-day operations are managed by our advisor, including the
employees of our advisor or its affiliates. To the extent required, we may reimburse our advisor for certain
personnel and other costs associated with these services, excluding the cost of acquisition and disposition
services for which we may pay our advisor a separate fee.
Related-Party Transactions
As of the date of this prospectus, there are no material transactions with management and their
affiliates other than those covered by the terms of the agreements described above with our advisor and the
expected property management agreements with our property manager. Pursuant to our charter, which
complies with the NASAA REIT Guidelines, a majority of our directors, including a majority of our
independent directors, not otherwise interested in the transaction, must approve each related-party
transaction as being fair and reasonable to us and on terms and conditions no less favorable than those
available from unaffiliated third parties.
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MANAGEMENT COMPENSATION
We have no paid employees. Our advisor and its affiliates will manage our day-to-day affairs. The
following table summarizes all of the compensation and fees we will pay to our advisor, our dealer manager,
our property manager, and their affiliates, including amounts to reimburse their costs in providing services.
The selling commissions, dealer manager fees, and other expenses considered to be underwriting
compensation are expected to be paid out of proceeds from the sale of A Shares purchased in a private
placement by our advisor or its affiliates. The Service Provider (an affiliate of the dealer manager) will also
receive compensation for the services it will provide to us and our advisor; we have issued B Shares to the
Service Provider, and the Service Provider will be entitled to receive certain distributions from us by virtue
of its ownership of B Shares, and our advisor will pay a portion of the asset management fees, acquisition
fees, and disposition fees it receives to the Service Provider. See “Conflicts of Interest — Service Provider”
and “Description of Capital Stock — A Shares — Advisor’s Obligation to Purchase A Shares” for a
description of the obligations of our advisor to purchase A Shares.
Unless provided otherwise, the estimated amount of payments is based on a targeted maximum
primary offering of $500,000,000 in K-I Shares, K Shares and K-T Shares.
Type of Compensation

Determination of Amount

Estimated Amount for Targeted
Maximum Offering

Offering/Acquisition/Operating Stage
Selling
commissions(1) — Our
Dealer Manager

We will pay our 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. No selling commissions are payable in
connection with K-I Shares. The dealer manager
will reallow all of such selling commissions to
participating broker-dealers. The source of funds to
pay these selling commissions will generally be the
proceeds from the sale of A Shares to our advisor
or its affiliates in a private placement.(1)
No selling commissions will be payable on account
of shares of any class acquired by our advisor, the
Service Provider and their affiliates or K-I Shares,
K Shares and K-T Shares sold pursuant to our
DRIP.

Aggregate selling
commissions will equal
$35,000,000, assuming
(i) we sell $500,000,000 in
K Shares in the primary
offering, (ii) the maximum
selling commission and
dealer manager fee is paid
for each K Share sold, and
(iii) no shares are sold
pursuant to the DRIP.(2)

The selling commissions may be reduced or waived
in connection with certain categories of sales. See
“Plan of Distribution — Compensation of Dealer
Manager and Participating Broker-Dealers”,
“— Share Distribution Channels”, and “— Volume
Discounts”.
Dealer manager
fee(1) — Our Dealer
Manager

We will pay our dealer manager a dealer manager
fee of up to 3% of the gross offering proceeds from
the sale of K-I Shares, K-T Shares and K Shares.
The dealer manager may reallow a portion of its
dealer manager fees to participating broker-dealers.
The source of funds to pay these dealer manager
fees will generally be the proceeds from the sale of
A Shares to our advisor or its affiliates in a private
placement.(1)
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The aggregate dealer
manager fee will equal
$15,000,000, assuming
(i) we sell $500,000,000 in
K Shares in the primary
offering, (ii) the maximum
selling commission and
dealer manager fee is paid
for each K Share sold, and
(iii) no shares are sold
pursuant to the DRIP.(2)

Type of Compensation

Determination of Amount

Estimated Amount for Targeted
Maximum Offering

No dealer manager fees will be payable on account
of shares of any class purchased by our advisor, the
Service Provider or their affiliates or K-I Shares, K
Shares and K-T Shares sold pursuant to our DRIP.
The dealer manager fee may be reduced or waived
in connection with certain categories of sales. See
“Plan of Distribution — Compensation of Dealer
Manager and Participating Broker-Dealers” and
“— Share Distribution Channels”.
Stockholder Servicing
Fee — Our Dealer
Manager

With respect to each K-T Share sold in our primary
offering only, we will pay our dealer manager a
stockholder servicing fee equal to 1.0%, annualized,
of the amount of our estimated NAV per K-T
Share for each K-T Share purchased in our primary
offering for providing services to a holder of K-T
Shares as described in the “Plan of Distribution”
section of the prospectus. The stockholder servicing
fee accrues daily and is payable monthly in arrears.
The dealer manager may reallow all or a portion of
the stockholder servicing fee to participating
broker-dealers and servicing broker-dealers. We will
cease paying the stockholder servicing fee with
respect to a K-T share sold in our primary offering
at the earlier of (i) the end of the month in which
our transfer agent, on our behalf, determines that
the aggregate underwriting compensation paid from
all sources with respect to this offering equals 10%
of the gross proceeds from the sale of shares in our
primary offering (i.e., excluding proceeds from our
DRIP); (ii) the end of the month in which our
transfer agent, on our behalf, determines that total
underwriting compensation, including selling
commissions, dealer manager fees, the stockholder
servicing fee and other elements of underwriting
compensation with respect to such K-T Share,
would be in excess of 10% of the total gross
investment amount at the time of purchase of such
K-T Share in our primary offering; (iii) the end of
the month in which our transfer agent, on our
behalf, determines that the stockholder servicing fee
with respect to such K-T Share would be in excess
of 3.0% of the total gross investment amount at the
time of purchase of such K-T Share in our primary
offering; (iv) the date on which such K-T Share is
repurchased by us; (v) the date on which the holder
of such K-T Share or its agent notifies us or our
agent that he or she is represented by a new
participating broker-dealer; provided that we will
continue paying the stockholder servicing fee, which
shall be reallowed to the new participating
broker-dealer, if the new participating broker-dealer
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Actual amounts are
dependent upon the
estimated NAV per K-T
Share and the number of
K-T Shares purchased, and
therefore, cannot be
determined at the present
time.

Type of Compensation

Determination of Amount

Estimated Amount for Targeted
Maximum Offering

enters into a participating dealer agreement or
otherwise agrees to ongoing services set forth in the
dealer manager agreement; and (vi) the listing of
any class or series of our stock on a national
securities exchange, the merger or consolidation of
the company or the sale of all or substantially all of
our assets. At the time we cease paying the
stockholder servicing fee with respect to a K-T
Share pursuant to the provisions above, and if such
K-T Share remains outstanding, such K-T Share
(including any associated K-T Share issued
pursuant to the DRIP) will convert into a number
of K Shares (including any fractional shares) with
an equivalent estimated NAV of such K-T Share as
of the date of such conversion. Stockholders will
receive a confirmation notice when their K-T
Shares have been converted into K Shares. We
currently expect that any such conversion will be on
a one-for-one basis, as we expect the estimated NAV
per share of each K-T Share and K Share to be the
same. We cannot predict if and when this will
occur. Please see the answer to the question entitled
“Why are you offering three classes of common
stock, and what are the similarities and differences
among the classes?” for a summary of the ongoing
services for which stockholder servicing fees are
payable.
Acquisition Fee — Our
Advisor and Our Service
Provider

Pursuant to the advisory agreement, for services in
connection with selecting, evaluating, and acquiring
investments, we will pay our advisor an acquisition
fee equal to 1.5% of the gross contract purchase
price of each property, loan, or other real
estate-related investment purchased. “Gross
contract purchase price” means the amount actually
paid or allocated in respect of the purchase of, or
budgeted capital expenditures for, a property or the
amount actually paid or allocated in respect of the
purchase of loans or other real-estate related assets,
in each case inclusive of acquisition expenses and
any indebtedness assumed or incurred in respect of
such investment but exclusive of acquisition fees.

Actual amounts depend
upon the amount of
proceeds available for
investment and the
leverage we incur.
Assuming we sell the
targeted maximum offering
amount in this offering of
$550,000,000, 99% of the
primary offering proceeds
are available for investment
and 100% of the DRIP
proceeds (see “Estimated
Use of Proceeds”), we
utilize a 50% leverage ratio,
Payment of the acquisition fee to our advisor will
and all of said proceeds are
be deferred until the occurrence of (i) a liquidation
used for acquiring assets,
event (i.e., any voluntary or involuntary liquidation
our acquisition fees will
or dissolution of us, including as a result of the sale
equal $16,350,000, of
of all or substantially all of our assets for cash or
which the Service Provider
other consideration), (ii) our company’s sale or
will receive $4,087,500.
merger in a transaction that provides our
The amount of any interest
stockholders with cash, securities, or a combination
that accrues on deferred
of cash and securities, (iii) the listing of our shares
acquisition fees cannot be
on a national securities exchange, or (iv) the
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Type of Compensation

Determination of Amount

termination (not in connection with one of the
preceding events) of the advisory agreement, other
than for cause, or the non-renewal of the advisory
agreement. We refer to the preceding clauses
(ii) and (iii) as an “Other Liquidity Event.” The
deferred acquisition fees will accrue interest at a
cumulative, non-compounded rate of 6.0% per
annum; provided, however, in the event we have not
completed a liquidation or Other Liquidity Event
by the fifth anniversary of the termination of this
offering or any follow-on offering, such interest will
cease to further accrue on the deferred acquisition
fees and deferred disposition fees.

Estimated Amount for Targeted
Maximum Offering

determined at this time.

Upon a liquidation event, all of the deferred
acquisition fees, plus all interest accrued thereon,
will be paid only after the liquidation preference on
our K-I Shares, K Shares, K-T Shares and parity
securities(6) has been paid in full to all holders of
K-I Shares, K Shares, K-T Shares and parity
securities, and all accrued and unpaid asset
management fees (as defined below) and all accrued
interest thereon have been paid in full.
Upon an Other Liquidity Event, if certain
conditions have been met, our advisor will receive
consideration equal to all of the deferred
acquisition fees, plus all interest accrued thereon, as
described in more detail below under “Payment
Upon Listing of Our Shares” and “Payment Upon
an M&A Transaction.” In the case of a Non-cause
Advisory Agreement Termination, we will pay, at
the time of such Non-cause Advisory Agreement
Termination, the deferred acquisition fees, plus all
interest accrued thereon. See also “Payment upon
Other Advisory Agreement Termination” below. If
we terminate the advisory agreement for cause, the
deferred acquisition fees (and interest accrued
thereon) will remain our obligation and will
continue to accrue interest and will be satisfied
upon a later liquidation or Other Liquidity Event if
the conditions for their payment, at that time, are
met.
The Service Provider is entitled to a fee under the
Services Agreement equal to 25% of any
consideration our advisor receives (including
accrued interest) on account of the acquisition fee.
See “Conflicts of Interest — Service Provider” for
more information. The Service Provider is an
affiliate of our dealer manager.
Other Organization and
Offering Expenses(1) —

We will reimburse our advisor and its affiliates for
organization and offering costs they incur on our
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$7,500,000, assuming we
sell the target maximum of

Type of Compensation

Our Advisor and its
Affiliates

Determination of Amount

Estimated Amount for Targeted
Maximum Offering

$500,000,000 in K Shares
behalf, either directly or through contract services
in the primary offering.(4)
provided by affiliates, but only to the extent that
such reimbursement would not cause the sales
commissions, the dealer manager fee, the
stockholder servicing fee and the other organization
and offering expenses we bear to exceed 15% of the
gross proceeds from this offering, in each case as of
the termination of this offering. Such
reimbursement of our advisor or its affiliates may
take the form of the issuance of A Shares to our
advisor or such affiliates, with such A Shares valued
at the applicable estimated NAV per K Share, or
may be funded with proceeds from the sale of A
Shares to our advisor or its affiliates in a private
placement. We estimate that organization and
offering expenses (other than selling commissions,
the dealer manager fee and stockholder servicing
fee) will be approximately 1.5% of primary offering
proceeds. Should such other organization and
offering expenses exceed 1.5% of primary offering
proceeds, we will sell additional A Shares to our
advisor and its affiliates in a private placement to
pay such excess other organization and offering
expenses, subject to the 15% limit discussed above.
To the extent that our total organization and
offering expenses exceed 15% of offering proceeds
as of the termination of this offering, our advisor
and its affiliates will bear such expenses, without
reimbursement from us.

Asset Management
We will pay our advisor a quarterly fee, which we
Fees — Our Advisor and refer to as the asset management fee, equal to
Our Service Provider
one-fourth of 0.75% of the adjusted cost of our
assets and 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 generally accepted accounting
principles (adjusted cost will include the purchase
price, acquisition expenses, capital expenditures,
and other customarily 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 the holders of the K-I
Shares, K Shares, K-T Shares and parity securities.
Any such deferred asset management fees will
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Not determinable at this
time because the asset
management fee is based
on a fixed percentage of
the adjusted cost of our
assets and amounts paid or
allocated in respect thereof.
There is no maximum
dollar amount of this fee.

Type of Compensation

Determination of Amount

accrue interest at a cumulative, non-compounded
rate of 6.0% per annum.
Before the payment of special distributions on
account of any “excess cash” (see “Participation in
Excess Cash” below), any deferred and unpaid asset
management fees, plus all interest accrued thereon,
will be paid, but only after the holders of the K-I
Shares, K Shares, K-T Shares and parity securities
have been paid the full amount of any accumulated,
accrued, and unpaid distributions on the K-I
Shares, K Shares, K-T Shares and parity securities.
Upon a liquidation event, any deferred and unpaid
asset management fees, plus all interest accrued
thereon, will be paid, but only after the holders of
the K-I Shares, K Shares, K-T Shares and parity
securities have been paid the full liquidation
preference due on K-I Shares, K Shares, K-T
Shares and parity securities.(6)
Upon an Other Liquidity Event, if the deemed
liquidation value of our company exceeds the
liquidation preference payable to the holders of K-I
Shares, K Shares, K-T Shares and parity securities,
our advisor will receive consideration equal to all of
the deferred asset management fees, plus all interest
accrued thereon, as described in more detail below
under “Payment Upon Listing of Our Shares” and
“Payment Upon an M&A Transaction.” In the case
of a Non-cause Advisory Agreement Termination,
we will pay, at the time of such Non-cause Advisory
Agreement Termination, the deferred asset
management fees, plus all interest accrued thereon.
See also “Payment upon Other Advisory
Agreement Termination” below. If we terminate the
advisory agreement for cause, the deferred asset
management fees (and interest accrued thereon) will
remain our obligation and will continue to accrue
interest and will be satisfied upon a later liquidation
or Other Liquidity Event if the conditions for their
payment, at that time, are met.
The Service Provider is entitled to a fee under the
Services Agreement equal to 25% of any
consideration our advisor receives (including
accrued interest) on account of the asset
management fee. See “Conflicts of Interest —
Service Provider” for more information. The
Service Provider is an affiliate of our dealer
manager.
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Estimated Amount for Targeted
Maximum Offering

Type of Compensation

Property Management
Fee and
Reimbursement — Our
Property Manager

Determination of Amount

We will pay hotel property managers selected by
our advisor, which we expect to be affiliates of our
advisor, monthly property management fees equal
to the property managers’ actual costs incurred plus
a percentage of the monthly gross revenues of the
properties being managed for services in connection
with the rental, leasing, operation and management
of properties. Such property management fees will
be based upon market rates for such fees in the
markets in which the properties are located and the
nature of the services being performed, as
determined by our advisor and approved by a
majority of our board, including a majority of its
independent directors.

Construction
We will pay our property manager or third parties
Management Fee — Our selected by our advisor, after requesting bids from
Property Manager
such parties, a construction management fee (which
may include expense reimbursements) based on
market rates for such services in the markets in
which the properties are located and taking into
account the nature of the services being performed,
which generally will constitute the supervision or
coordination of any construction, improvements,
refurbishments, renovations, or restorations of our
hotel properties. If our advisor selects our property
manager or another affiliate of the sponsor to
perform such services, any resulting agreement must
be approved by a majority of our board, including
a majority of its independent directors.
Acquisition Expenses —
Our Advisor, third
parties and our Advisor’s
Affiliates

We will reimburse our advisor for expenses actually
incurred (excluding personnel costs) related to
selecting, evaluating, and making investments on
our behalf, regardless of whether we actually
consummate the related investment.
Our charter provides that in no event will the total
of all acquisition fees and acquisition expenses
payable with respect to a particular investment
exceed 6.0% of the contract purchase price of the
property unless a majority of our independent
directors approves the acquisition fees and expenses
and determines the transaction to be commercially
competitive, fair and reasonable to us.

Operating Expenses —
Our Advisor and
Affiliates

Estimated Amount for Targeted
Maximum Offering

Not determinable at this
time because the fee is
based on actual costs
incurred, a
fixed percentage of gross
revenue, and market rates.
There is no maximum
dollar amount of this fee.

Not determinable at this
time because the fee will be
determined at a future
point in time. There is no
maximum dollar amount
of this fee.

Not determinable at this
time because acquisition
expenses are based on
actual expenses incurred at
the time of the acquisition
of each asset or real
estate-related investment.

We will reimburse our advisor and its affiliates for
Not determinable at this
the costs our advisor and its affiliates incur in
time.
providing administrative and other services to us,
including an allocable share of overhead, such as
rent, employee costs, benefit administration costs,
utilities and IT costs; provided, we will not
reimburse our advisor and its affiliates for employee
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Type of Compensation

Determination of Amount

Estimated Amount for Targeted
Maximum Offering

costs for persons who serve as our executive officers
or for services for which our advisor or its affiliates
receive acquisition fees, asset management fees, or
disposition fees.(3)
Participation in Excess
Cash — Our Advisor,
Our Service Provider or
Their Affiliates

If our board of directors determines, in any year,
Not determinable at this
that we have “excess cash” (as defined below), our
time.
board will declare a special distribution entitling
(a) the holders of K-I Shares, K Shares, K-T Shares
and parity securities to share, pro rata in
accordance with the number of K-I Shares, K
Shares, K-T Shares and parity securities, 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, as described under “Payment upon
Other Advisory Agreement Termination” below);
(b) the holders of B Shares to share, pro rata in
accordance with the number of B Shares, 12.5% of
any excess cash; and (c) the holders of A Shares
(including our advisor 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-I Shares, K
Shares, K-T Shares and parity securities as noted
above). See “Conflicts of Interest — Service
Provider” for more information about the issuance
of B Shares to the Service Provider. The initial
holders of A Shares will be accredited investors that
purchased A Shares as part of a Unit in our private
offering and our advisor and its affiliates. See
“Description of Capital Stock — A Shares”.
Our board of directors, will determine annually,
other than upon a liquidation, the amount, if any,
of “excess cash,” which will equal any cash available
for distribution after the board establishes any
working capital reserves or other reserves it deems
necessary and after the full payment of (i) all
accumulated, accrued, and unpaid distributions on
our K-I Shares, K Shares, K-T Shares and parity
securities; (ii) the full asset management fees
payable to our advisor, including any deferred
amounts and interest accrued thereon; and (iii) all
accumulated, accrued, and unpaid common
ordinary distributions. Our board of directors will
authorize distribution payments of any excess cash
on an annual basis.

147

Type of Compensation

Determination of Amount

Estimated Amount for Targeted
Maximum Offering

Additional Service
If we request that our advisor or its affiliates
Not determinable at this
Fees — Our Advisor and perform other services, including but not limited to, time.
Affiliates
renovation evaluations, the compensation terms for
those services shall be approved by a majority of
the members of our board of directors, including a
majority of the board’s independent directors, on
terms that are deemed fair and reasonable to us and
not in excess of the amount that would be paid to
unaffiliated third parties.
Long-term incentive plan We established a long-term incentive plan pursuant
to which our directors (including independent
directors), officers and employees, our advisor and
its affiliates and their respective employees,
employees of entities that provide services to us,
managers of our advisor or directors or managers
of entities that provide services to us and their
respective employees, certain of our consultants
and certain consultants to our advisor and its
affiliates or entities that provide services to us and
their respective employees may be granted incentive
awards in the form of restricted stock, options, and
other equity-based awards; see “Management —
Long-Term Incentive Plan”. For a description of
the awards to be granted to our independent
directors, see “Management — Compensation of
Our Directors” above.

Not determinable at this
time.

Liquidation/Listing Stage
Disposition Fee — Our
Advisor, Our Service
Provider or Their
Affiliates

If our advisor or its affiliates provide a substantial
amount of services in connection with our sale of a
property or a real estate-related asset, as determined
by a majority of our board’s independent directors,
we will pay our advisor or such affiliate a
disposition fee equal to up to one-half of the
brokerage commissions paid, but in no event
exceeding 1.5% of the sales price of each property
or real estate-related asset sold.
Payment of the disposition fee to our advisor will
be deferred until the occurrence of (i) a liquidation
event, (ii) an Other Liquidity Event, or (iii) a
Non-cause Advisory Agreement Termination. The
deferred disposition fees will accrue interest at a
cumulative, non-compounded rate of 6.0% per
annum. Upon a liquidation event, all of the
deferred disposition fees, plus all interest accrued
thereon, will be paid only after the liquidation
preference on our K-I Shares, K Shares, K-T Shares
and any parity securities(6) has been paid in full to
all holders of K-I Shares, K Shares, K-T Shares and
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Not determinable at this
time because the
disposition fee is based on
a fixed percentage of the
sales price of each real
property or real estate
related asset.

Type of Compensation

Determination of Amount

Estimated Amount for Targeted
Maximum Offering

any parity securities and all accrued and unpaid
asset management fees and all accrued interest
thereon have been paid in full, and all accrued and
unpaid acquisition fees (including interest thereon)
have been paid in full.
Upon an Other Liquidity Event, if certain
conditions have been met, our advisor will receive
consideration equal to all of the deferred
disposition fees, plus all interest accrued thereon, as
described in more detail below under “Payment
Upon Listing of Our Shares” and “Payment Upon
an M&A Transaction.” In the case of a Non-cause
Advisory Agreement Termination, we will pay, at
the time of such Non-cause Advisory Agreement
Termination, the deferred disposition fees, plus all
interest accrued thereon. See also “Payment upon
Other Advisory Agreement Termination” below. If
we terminate the advisory agreement for cause, the
deferred disposition fees (and interest accrued
thereon) will remain our obligation and will
continue to accrue interest and will be satisfied
upon a later liquidation or Other Liquidity Event if
the conditions for their payment, at that time, are
met.
The Service Provider is entitled to a fee under the
Services Agreement equal to 25% of any
consideration our advisor receives (including
accrued interest thereon) on account of the
disposition fee. Our advisor is responsible for
paying such fee to the Service Provider. See
“Conflicts of Interest — Service Provider” for more
information. The Service Provider is an affiliate of
our dealer manager.
Participation in
Remaining Liquidation
Cash — Our Advisor,
Our Service Provider or
Their Affiliates

Upon a liquidation event, any “remaining
Not determinable at this
liquidation cash” (as defined below) will be paid as time.
a special distribution (a) to the holders of K-I
Shares, K Shares, K-T Shares and parity securities,
pro rata in accordance with the number of K-I
Shares, K Shares, K-T Shares and parity securities,
in an amount equal to 50% of such remaining
liquidation cash (or 87.5% of such remaining
liquidation cash if the A Shares have been
repurchased in connection with a Non-cause
Advisory Agreement Termination, as described
under “Payment upon Other Advisory Agreement
Termination” below); (b) to the holders of B Shares,
pro rata in accordance with the number of B
Shares, in an amount equal to 12.5% of such
remaining liquidation cash; and (c) to the holders
of A Shares, pro rata in accordance with the
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Type of Compensation

Determination of Amount

Estimated Amount for Targeted
Maximum Offering

number of A Shares (including our advisor, the
Service Provider or their affiliates), in an amount
equal to 37.5% of such remaining liquidation cash
(unless all such A Shares previously have been
repurchased in connection with a Non-cause
Advisory Agreement Termination, in which case
the remaining liquidation cash otherwise
apportioned to the A Shares would be distributed
to the holders of the K-I Shares, K Shares, K-T
Shares and parity securities as noted above). See
“Conflicts of Interest — Service Provider” on for
more information about the issuance of B Shares to
the Service Provider.
The initial holders of A Shares will be accredited
investors that purchased A Shares as part of a Unit
in our private offering and our advisor and its
affiliates. See “Description of Capital Stock — A
Shares”.
“Remaining liquidation cash” means all cash
available for distribution, as determined by our
board after (i) payment in full of, or the setting
aside of reserves for, all of our debts and liabilities,
limited, in the case of non-recourse liabilities
secured by properties, to the value of those
properties, and excluding liabilities for the payment
of deferred asset management fees, acquisition fees,
and disposition fees (and any interest accrued
thereon); (ii) payment in full of the liquidation
preference on all outstanding K-I Shares, K Shares,
K-T Shares and any parity securities(6); (iii) the full
asset management fees are paid, including any
deferred amounts and any interest accrued thereon;
(iv) the full acquisition fees and disposition fees are
paid, including any interest accrued thereon; (v) all
accrued common ordinary distributions on our A
Shares (as described below) are paid; and
(vi) payment in full of the stated value of all
outstanding A Shares.
Payment Upon Listing
of Our Shares — Our
Advisor, Our Service
Provider or Their
Affiliates

Pursuant to our charter, if we list any of our shares
of capital stock on a national securities exchange
(which automatically results in a termination of the
advisory agreement), our board of directors must
give prior notice of such listing to the holders of A
Shares. If we were to list any of our shares of
capital stock on a national securities exchange, we
expect that we would list K Shares (or successor
securities). In such event, holders of A Shares
(including our advisor or its affiliates) will have the
right to either (a) receive one K Share (or successor
security) in exchange for each A Share held as of

150

Not determinable at this
time.

Type of Compensation

Determination of Amount

the date our board gives notice of an intended
listing to our holders of A Shares (to be effective on
the date of such listing) or (b) require us to
repurchase each A Share for the consideration
described below, which will equal the amount each
A Share would be entitled to receive if we
liquidated and received liquidation proceeds equal
to the “market value” of our company (as defined
below). Each holder of A Shares will have at least
20 days to make such election.
In addition, we will be obligated, pursuant to the
advisory agreement, to pay our advisor the amount
it would be entitled to receive on account of
deferred asset management fees, acquisition fees,
and disposition fees (and any accrued interest
thereon) as if we liquidated and received liquidation
proceeds equal to the “market value” of our
company, which is limited to the excess of the
market value over the liquidation preference on K-I
Shares, K Shares, K-T Shares, and any parity
securities, excluding any K Shares issued in
exchange for A Shares. “Market value” means the
sum of (i) the value of the capital stock listed on a
national securities exchange based on the average
market value of the shares of such stock issued and
outstanding at the listing over the 30 days
beginning 180 days after the shares of our stock are
listed or included for quotation plus (ii) the value of
any capital stock not listed on an exchange, if any,
for the same period, as determined in good faith by
our board of directors, including a majority of our
independent directors. The Service Provider (an
affiliate of the dealer manager) would be entitled to
receive 25% of any such amounts as a fee pursuant
to the Services Agreement. These amounts may be
payable to our advisor and the Service Provider in
the form of a promissory note bearing interest at
the then-current rate, as determined in good faith
by a majority of our board of directors, including a
majority of our independent directors, or in the
form of capital stock that was listed on a national
securities exchange, valued at the same price per
share as that used to determine market value. See
footnote (5) below for information regarding the
terms of such promissory notes.
We will repurchase the A Shares held by
stockholders not electing to exchange their A
Shares for K Shares (or successor securities) at a
repurchase price determined as if we liquidated and
received liquidation proceeds equal to the market
value. See “Description of Capital Stock — Listing
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Event” for a description of the consideration that
holders of A Shares may receive in connection with
a listing of our shares of capital stock. As also
described that section, if the market value exceeds
the aggregate of (a) the liquidation preference(6) on
our K-I Shares, K Shares, K-T Shares and any
parity securities outstanding as of the listing
(excluding K Shares issued in exchange for A
Shares), plus (b) the deferred asset management,
acquisition, and disposition fees and interest
thereon, plus (c) the accrued common ordinary
distributions on our A Shares (excluding A Shares
exchanged or to be exchanged for K Shares), plus
(d) the stated value of the outstanding A Shares
(not otherwise exchanged for K Shares)
immediately prior to the listing, we will repurchase
the B shares for an amount equal to 12.5% of such
excess, payable to such holders of B Shares pro rata
in accordance with the number of B Shares. If the
market value does not support payment of such
amounts, the B Shares will be repurchased and
canceled for no consideration. See “Conflicts of
Interest — Service Provider” for more information
about the issuance of B Shares to the Service
Provider.
All payments of the repurchase price, if any, and
whether on the A Shares or the B Shares, will be in
the form of an interest-bearing promissory note or
in the form of shares of our capital stock to be
listed on a national securities exchange, valued at
the same price per share as that used to determine
market value. Our board of directors, including a
majority of our independent directors, will
determine the form of consideration and the
interest rate on any promissory note. See footnote
(5) below for information regarding the terms of
such promissory notes.
Payment Upon an M&A
Transaction — Our
Advisor, Our Service
Provider or Their
Affiliates

If we terminate the advisory agreement in
connection with or in contemplation of a
transaction involving a merger or acquisition, we
would be obligated to pay our advisor the amount
it would be entitled to receive as if we liquidated
and received net liquidation proceeds equal to the
consideration to be paid to our stockholders in
such transaction.
The merger or acquisition consideration would first
be payable to holders of K-I Shares, K Shares, K-T
Shares and any parity securities in an amount equal
to the liquidation preference due on our
outstanding K-I Shares, K Shares, K-T Shares and
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any parity securities. Assuming the merger or
acquisition consideration was at least equal to the
liquidation preference(6) due on our outstanding
K-I Shares, K Shares, K-T Shares and any parity
securities, our advisor would be entitled to receive
an amount equal to (a) any deferred asset
management fees, plus any interest accrued thereon
and (b) the full acquisition fees and disposition fees
previously earned, plus any interest accrued
thereon, limited to the excess of the merger or
acquisition consideration over the liquidation
preference due on our outstanding K-I Shares, K
Shares, K-T Shares and any parity securities.
The Service Provider (an affiliate of the dealer
manager) would be entitled to receive 25% of any
such amounts as a fee pursuant to the Services
Agreement. Our advisor is responsible for paying
such fee to the Service Provider. These amounts
may be payable to our advisor and the Service
Provider in cash or as a portion of the merger or
acquisition consideration. In addition, to the extent
the merger or acquisition consideration was at least
equal to the liquidation preference due on our
outstanding K-I Shares, K Shares, K-T Shares and
any parity securities plus such deferred fees and
interest thereon, the holders of A Shares (including
our advisor and its affiliates holding A Shares)
would be entitled to receive a portion of the merger
or acquisition consideration equal to any accrued
common ordinary distributions on our A Shares,
limited to the excess of such consideration over the
sum of the liquidation preference due on our
outstanding K-I Shares, K Shares, K-T Shares and
any parity securities plus such deferred fees and
interest thereon.
The holders of A Shares will also be entitled to
share in the merger or acquisition consideration in
an amount equal to the stated value of the
outstanding A Shares, limited to the excess of the
merger or acquisition consideration over the sum of
(a) the liquidation preference on our outstanding
K-I Shares, K Shares, K-T Shares and any parity
securities, plus (b) the above-described deferred fees
and interest thereon, plus (c) the accrued common
ordinary distributions on our A Shares.
If the merger or acquisition consideration exceeds
the aggregate of (a) the liquidation preference on
our outstanding K-I Shares, K Shares, K-T Shares
and any parity securities, plus (b) the
above-described deferred asset management,
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acquisition, and disposition fees and interest
thereon, plus (c) the accrued common ordinary
distributions on our A Shares, plus (d) the stated
value of the outstanding A Shares, such excess
merger or acquisition consideration would be
distributed (i) to the holders of K-I Shares, K
Shares, K-T Shares and any parity securities,
pro rata in accordance with the number of K-I
Shares, K Shares, K-T Shares and parity securities,
in an amount equal to 50% of such excess (or 87.5%
of such excess if the A Shares have been
repurchased in connection with a Non-cause
Advisory Agreement Termination, as described
under “Payment upon Other Advisory Agreement
Termination” below); (ii) to the holders of B Shares,
pro rata in accordance with the number of B
Shares, in an amount equal to 12.5% of such excess;
and (iii) to the holders of A Shares, pro rata in
accordance with the number of A Shares, in an
amount equal to 37.5% of such excess (unless all
such A Shares previously have been repurchased in
connection with a Non-cause Advisory Agreement
Termination, in which case such excess merger or
acquisition consideration otherwise apportioned to
the A Shares would be distributed to the holders of
the K-I Shares, K Shares, K-T Shares and any
parity securities as noted above). See “Conflicts of
Interest — Service Provider” for more information
about the issuance of B Shares to the Service
Provider. The initial holders of A Shares will be
accredited investors that purchased A Shares as
part of a Unit in our private offering and our
advisor and its affiliates. See “Description of
Capital Stock — A Shares”.
Payment upon Other
Advisory Agreement
Termination — Our
Advisor, Our Service
Provider or Their
Affiliates

We may elect not to renew the advisory agreement. Not determinable at this
We also have the right to terminate the advisory
time.
agreement without “cause,” as defined in the
advisory agreement (i.e., we may terminate the
advisory agreement other than in connection with a
listing of our shares or a transaction involving a
merger or acquisition or other than for cause). We
refer to any such non-renewal or non-cause
termination as a “Non-cause Advisory Agreement
Termination.” In case of a Non-cause Advisory
Agreement Termination, pursuant to the advisory
agreement, we would be obligated to make a cash
payment to our advisor in the amount of 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
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interest accrued thereon, regardless of the value of
our assets or our net assets. The Service Provider
(an affiliate of the dealer manager) would be
entitled to receive 25% of any such payments as a
fee pursuant to the Services Agreement. Our
advisor is responsible for paying such fee to the
Service Provider.
In addition, pursuant to our charter, we would be
obligated to repurchase our A Shares (whether or
not held by our advisor or its affiliates) for an
amount equal to the greater of: (1) any accrued
common ordinary distributions on our 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 we
liquidated and received net liquidation proceeds
equal to the fair market value (determined by
appraisals as of the termination date) of our
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 our board of directors, including a
majority of our independent directors, in the form
of promissory notes bearing interest at the
then-current rate, as determined in good faith by a
majority of our board of directors, including a
majority of our independent directors. See footnote
(5) below for information regarding the terms of
such promissory notes.
Payment Upon Advisory
Agreement Termination
for Cause — Our
Advisor, Our Service
Provider, or Their
Affiliates

If we terminate the advisory agreement for cause
Not determinable at this
(as defined in the advisory agreement), we would
time.
not have a current obligation to make any payments
to our advisor or the Service Provider. 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 accrued thereon would be
payable upon a liquidation or an Other Liquidity
Event in the manners set forth above. In addition,
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the A Shares and B Shares would continue to
participate in any excess cash or remaining
liquidation cash and would be entitled to the rights
upon a listing of our securities on a national
securities exchange or to participate in the proceeds
upon a liquidation, merger, or acquisition
transaction in the manner described above. This
includes A Shares and B Shares held by our advisor,
the Service Provider, and their affiliates.

(1) In order to provide the maximum amount of selling commissions, dealer manager fees and other
organization and offering expenses that may potentially be paid in connection with the offering, the
calculations relating to the maximum amounts of selling commissions, dealer manager fees and other
organization and offering expenses assume that a maximum amount of $500,000,000 in K Shares are
sold in the primary offering and $57,500,000 in A Shares are sold to our advisor and its affiliates in a
private placement to pay the related selling commissions, dealer manager fees and other organization
and offering expenses. As described under “Description of Capital Stock — A Shares — Advisor’s
Obligation to Purchase A Shares”, our advisor or its affiliates will be obligated to purchase A Shares
from us (at a price equal to the applicable estimated NAV per K Share) in a private placement in an
aggregate amount sufficient to fund our payment of our organization and offering expenses, including
the selling commissions, dealer manager fees, stockholder servicing fees, and expense reimbursements
payable to the dealer manager, subject to certain limitations.
(2) The per share purchase price for shares of shares in our primary offering will be $7.95 per K-I Share,
$8.56 per K Share and $8.56 per K-T Share (which, in each case, includes the maximum amount
allowed to be charged for commissions and fees, subject to certain discounts as described in “Plan of
Distribution — Compensation of Dealer Manager and Participating Broker-Dealers” and “Plan of
Distribution — Volume Discounts”). In determining the amount of selling commissions and dealer
manager fees, we have assumed the sale of K-I Shares at a purchase price of $7.95 per K-I Share, the
sale of K Shares at a purchase price of $8.56 per K Share, and the sale of K-T Shares at a purchase
price of $8.56 per K-T Share.
(3) Our charter requires compliance with the NASAA REIT Guidelines’ “2%/25% limitation,” which
provides that our total operating expenses during any four fiscal quarters following commencement of
operations cannot exceed the greater of (1) 2% of average invested assets or (2) 25% of our net income.
For these purposes, “average invested assets” means, for any period, the average of the aggregate book
value of our assets invested, directly or indirectly, in equity interests in, and loans secured by, real estate
(including amounts invested in REITs and other real estate operating companies) before deducting
reserves for depreciation, bad debts, or other similar non-cash reserves, computed by taking the average
of these values at the end of each month during the period. We may reimburse our advisor at the end
of each fiscal quarter for operating expenses incurred by our advisor; provided, however, that we shall
not reimburse our advisor at the end of any fiscal quarter for operating expenses that exceed the
2%/25% limitation unless the independent directors have determined that such excess expenses were
justified based on unusual and non-recurring factors. Our advisor must reimburse us at least annually
for reimbursements we pay to our advisor in any year, to the extent that such reimbursements to our
advisor cause our total operating expenses to exceed the 2%/25% limitation, unless our independent
directors have determined that such excess expenses were justified, based on unusual and non-recurring
factors that they deem sufficient. Within 60 days after the end of any fiscal quarter for which there are
excess expenses that our independent directors conclude were justified and reimbursable to our advisor,
we will send written notice of such fact to our stockholders, together with an explanation of the factors
our independent directors considered in determining that such excess expenses were justified. Any such
finding and the reasons in support thereof shall be reflected in the minutes of the meetings of our
board of directors.
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(4) These figures are based on estimated other organization and offering expenses equaling 1.5% of
offering proceeds from the sale of K-I Shares, K Shares and K-T Shares. Other organization and
offering expenses may be more or less than this estimate.
(5) If the balances of any promissory notes issued (whether in respect of deferred fees and interest thereon
or in respect of the repurchase of A Shares or B Shares) have not been paid in full within five years
from the date the advisory agreement is terminated or expires, then our advisor, Service Provider, their
successors or assigns and any other holders of A Shares receiving promissory notes, may elect to
convert the unpaid balance of the notes, including accrued but unpaid interest, into K Shares (or
successor securities). If the K Shares (or such successor securities) are then listed on a national
securities exchange, the conversion will occur at a price per share equal to the average closing price of
the K Shares (or such successor securities) over the ten trading days immediately preceding the date of
such election.
If such securities are not then listed, the conversion will occur at a price per share equal to the most
recently determined NAV per K Share, as adjusted in good faith by our board of directors (including a
majority of our independent directors). Promissory notes not redeemed will mature on the eighth
anniversary of the date the advisory agreement was terminated or expired.
(6) “Liquidation preference” equals $10.00 per K-I Share, K Share, and K-T Share, plus all accumulated,
accrued, and unpaid distributions on such K-I Share, K Share or K-T Share (whether or not
authorized) up to and including the date of payment on such K-I Share, K Share and K-T Share. The
liquidation preference may be reduced by the amount of distributions paid on our K-I Shares, K
Shares and K-T Shares from net sales proceeds. See “Description of Capital
Stock — Liquidation — Liquidation Preference” and “Description of Capital Stock — K-I Shares, K
Shares and K-T Shares — Special Distributions”. The liquidation preference on parity securities will
be determined at the time, if any, that our board of directors authorizes a class or series of parity
securities, but such liquidation preference would operate in all material respects in the manner
described for the K-I Shares, K Shares, and K-T Shares.
Due to the apparent preference of the public markets for internally managed companies, a decision to
list our shares on a national securities exchange could be preceded by a decision to become internally
managed. Given our advisor’s familiarity with our assets and operations, we could prefer to become
internally managed by acquiring our advisor. Even though our advisor will not receive an internalization
fee, such an internalization transaction could result in significant payments to affiliates of our advisor
irrespective of whether you received the returns on which we have conditioned other back-end
compensation, and we would not be required to seek a stockholder vote to become internally managed.
If we remained externally managed after such a listing, we would seek to negotiate in good faith with
our advisor a fee structure appropriate for an entity with a perpetual life. A majority of our independent
directors would have to approve any new fee structure negotiated with our advisor. In negotiating a new fee
structure, the independent directors must consider all of the factors they deem relevant, including but not
limited to:
•

the size of the advisory fee in relation to the size, composition, and profitability of our portfolio;

•

the success of our advisor in generating opportunities that meet our investment objectives;

•

the rates charged to other REITs and to investors other than REITs by advisors performing
similar services;

•

additional revenues realized by our advisor through its relationship with us;

•

the quality and extent of service and advice furnished by our advisor;

•

the performance of our investment portfolio, including income, conservation or appreciation of
capital, frequency of problem investments, and competence in dealing with distress situations; and

•

the quality of our portfolio in relationship to the investments generated by our advisor for its own
account.
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The following tables summarize the cumulative compensation, fees and reimbursements discussed in
the management compensation table above related to the offering stage of our offering during the period
reflected below and amounts outstanding during the periods reflected below (amounts are rounded). We
pay and reimburse, as applicable, all offering stage amounts below through the issuance of Class A shares to
an affiliate of our advisor:
Incurred

Outstanding

As of December 31,
2020

As of December 31,
2020

Offering Stage:
Selling commissions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Dealer manager fee . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Stockholder servicing fees . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

$1,789,200
693,814
5,766

Other offering expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

6,067,458

3,821,061

$8,556,238

$3,821,398

$

—
—
337

The following tables summarize the cumulative compensation, fees and reimbursements discussed in
the management compensation table above related to the operational stage as of the periods reflected below
(amounts are rounded):

Acquisitions and Operations Stage:
Acquisition fees(1) . . . . . . . . . . . . . . . . . . . .
Asset management fees(1) . . . . . . . . . . . . . . .
Property management fee and reimbursement .
Construction management fees . . . . . . . . . . .

.
.
.
.

.
.
.
.

.
.
.
.

.
.
.
.

.
.
.
.

.
.
.
.

.
.
.
.

.
.
.
.

.
.
.
.

.
.
.
.

.
.
.
.

.
.
.
.

.
.
.
.

.
.
.
.

.
.
.
.

.
.
.
.

.
.
.
.

Incurred

Outstanding

As of December 31,
2020

As of December 31,
2020

$1,081,273
1,158,111
1,404,887
25,078

$1,081,273
1,158,111
47,766(2)
0

$3,669,349

$2,287,150

(1) The payment of the acquisition fees and asset management fees incurred as of December 31, 2020 was
deferred. Amounts above include accrued interest.
(2) Includes property management fees and reimbursements and miscellaneous fees owed to the property
managers.
As of December 31, 2020, no commissions or fees were incurred for services provided by our advisor
and its affiliates related to the liquidation/listing stage.
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PRINCIPAL STOCKHOLDERS
The following table provides, as of the date of this prospectus, information regarding the number
and percentage of shares of our common stock beneficially owned by each director, each executive officer,
all directors and executive officers as a group and any person known to us to be the owner of more than
5.0% of our outstanding shares. As of April 20, 2021, we had 1,007 stockholders of record and
approximately 5,324,429 K-I Shares, K Shares, K-T Shares, A Shares and B Shares outstanding. Beneficial
ownership includes outstanding shares and shares which are not outstanding, but that any person has the
right to acquire within 60 days after the date of this prospectus. However, any such shares which are not
outstanding are not deemed to be outstanding for the purpose of computing the percentage of outstanding
shares beneficially owned by any other person. Except as otherwise provided, the person named in the table
has sole voting and investing power with respect to all shares beneficially owned by it.
Unless otherwise indicated, each person or entity has an address in care of our principal executive
offices at 1140 Reservoir Avenue, Cranston, Rhode Island 02920.
Number of
Common Stock
Beneficially Owned

Beneficial Owner

TPG Hotel REIT Investor, LLC(1) . . . . . . . . . . . . . . . .
Directors and Executive Officers
James A. Procaccianti . . . . . . . . . . . . . . . . . . . . . . . . .
Gregory Vickowski . . . . . . . . . . . . . . . . . . . . . . . . . . .
Lawrence Aubin(4) . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Thomas R. Engel(4) . . . . . . . . . . . . . . . . . . . . . . . . . . .
Ronald S. Ohsberg(4) . . . . . . . . . . . . . . . . . . . . . . . . . .
All executive officers and directors as a group (5 persons)

*

.............

554,410
(2)

Percent of
All Common
Stock Shares

10.55%

.............
.............
.............

1,000

10.55%
10.55%
*

.............
.............
.............

1,000
1,000
557,410

*
*
10.61%

(3)

Represents less than 1.0% of the outstanding common stock.

(1) TPG Hotel REIT Investor, LLC is wholly-owned by TPG Hotel REIT Investor Holdings, LLC. As a
result, the shares disclosed as beneficially owned by TPG Hotel REIT Investor, LLC are also included
in the aggregate number of shares beneficially owned by each of Mr. Procaccianti and Mr. Vickowski.
The address of each of TPG Hotel REIT Investor, LLC and TPG Hotel REIT Investor Holdings,
LLC is 1140 Reservoir Avenue, Cranston, Rhode Island 02920.
(2) Mr. Procaccianti is a managing member of TPG Hotel REIT Investor Holdings, LLC, which is an
affiliate of TPG Hotel REIT Investor, LLC. As a managing member, Mr. Procaccianti possesses
dispositive power with respect to the 554,410 shares of common stock owned by TPG Hotel REIT
Investor, LLC, and as such, may be deemed to be the beneficial owner of such shares.
(3) Mr. Vickowski is a managing member of TPG Hotel REIT Investor Holdings, LLC, which is an
affiliate of TPG Hotel REIT Investor, LLC. As a managing member, Mr. Vickowski possesses
dispositive power with respect to the 554,410 shares of common stock owned by TPG Hotel REIT
Investor, LLC, and as such, may be deemed to be the beneficial owner of such shares.
(4) Independent Director.
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CONFLICTS OF INTEREST
We are subject to various conflicts of interest arising out of our relationships with our advisor and its
affiliates, some of whom serve as our officers and directors. We discuss these conflicts below and conclude
this section with a discussion of the corporate governance measures we have adopted to mitigate some of
the risks posed by these conflicts.
Our Advisor
We have entered into an advisory agreement with our advisor. Pursuant to this agreement, our senior
management and members of our investment committee have ownership and financial interests that may
conflict with those of our stockholders. We will rely on our advisor and its affiliates for the day-to-day
operation of our business. Our advisor is an affiliate of and under common control with Procaccianti
Companies and will, in turn, depend upon access to the investment professionals and other resources of
Procaccianti Companies and its affiliates to fulfill its obligations to us under the advisory agreement. Our
advisor will also depend on Procaccianti Companies and its affiliates to obtain access to deal flow generated
by the professionals of Procaccianti Companies. Through a facilities, personnel, equipment and cost
sharing agreement between our advisor and Procaccianti Companies (which we refer to as a cost sharing
agreement), our advisor may utilize employees from affiliated entities, including Procaccianti Companies, in
connection with various services such as human resources, accounting, tax, valuation, information
technology services, office space, employees, compliance, and legal. Under the cost sharing agreement, these
costs are allocated to our advisor based on a per employee charge that is assigned to provide services to it.
To the extent an employee is not fully allocated to our advisor, the charge for services is pro-rated
accordingly. Procaccianti Companies and our advisor or its affiliates pay all of the employees assigned to
provide services to our advisor. We cannot assure you that Procaccianti Companies and its affiliates will
fulfill their obligations under this agreement with our advisor. If Procaccianti Companies and its affiliates
fail to perform, we cannot assure you that our advisor will enforce the cost sharing agreement, that such
agreement will not be terminated by either party, or that we will continue to have access to the investment
professionals of Procaccianti Companies and its affiliates, or their market knowledge and deal flow.
If we request that our advisor or its affiliates perform additional services, including but not limited to,
renovation evaluations and construction management services, the compensation for those services shall be
approved by a majority of our board of directors, including a majority of the independent directors, on
terms that are deemed fair and reasonable to us and not in excess of the amount that would be paid to
unaffiliated third parties.
All of our executive officers, some of our directors, and other key professionals engaged by our advisor
are also officers, directors, managers, key professionals or holders of a direct or indirect controlling interest
in our advisor, our property manager, and their affiliates. Some of our executive officers and directors also
serve as principals of other investment vehicles or companies affiliated with our advisor that do and may in
the future manage companies, investment funds, accounts or other investment vehicles with investment
objectives similar to ours. In addition, our executive officers and directors and the members of our advisor
serve or may serve as officers, directors, or principals of entities that operate in the same, or related, line of
business as we do or of investment funds, companies, accounts, or other investment vehicles managed by
our affiliates. These investment funds, accounts, companies, or other investment vehicles may have
investment objectives similar to our investment objectives. These funds and vehicles may directly compete
with us for investment opportunities because of the similarities between their investment objectives and
ours. However, we retain a right of first offer for all opportunities to acquire real estate or real estate-related
assets that are appropriate for us and another fund or vehicle. See “— Policies and Procedures for
Managing Conflicts” section below.
Procaccianti Companies, our property manager, our advisor, and their affiliates are not prohibited
from engaging, directly or indirectly, in any other business or from possessing interests in any other business
venture or ventures, including businesses and ventures involving the acquisition of assets of the type that we
intend to invest in.
The principal intended use of proceeds from the sale of A Shares to our advisor and its affiliates in a
private placement is to fund our organization and offering expenses, including the selling commissions,
stockholder servicing fee, dealer manager fees and expense reimbursements payable to the dealer manager,
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an amount equal to the difference between $10.00 per share and the $7.95 per share purchase price of K-I
Shares (in order for net proceeds available to invest to equal $10.00 per K-I Share) and an amount equal to
any discount to the offering price of K-I Shares, K Shares and K-T Shares arising from reduced or waived
selling commissions (other than reduced selling commissions for volume discounts) or dealer manager fees
(in order for net proceeds available to invest to equal $10.00 per K-I Share, K Share and K-T Share). Our
advisor and its affiliates will each purchase A Shares in order to fund the amounts described above on no
less than a quarterly basis.
As noted under “Management Compensation — Participation in Excess Cash” and “— Participation
in Remaining Liquidation Cash”, as well as under “Description of Capital Stock — A Shares”, holders of
A Shares may be entitled to participate in special distributions of excess cash or of remaining liquidation
cash (as defined in those referenced sections) where such participation may be disproportionately high when
comparing the dollar amounts invested in the A Shares to the dollar amounts invested in the K-I Shares,
K Shares and K-T Shares.
Our Sponsor and its Affiliates
We believe that Procaccianti Companies is one of the largest, most sophisticated, and well respected
privately held real estate firms in the United States. Procaccianti Companies is a second-generation real
estate investment and management company that has, since its predecessor’s inception in 1958, built a broad
national platform that encompasses all sectors of real estate. It is a vertically integrated, diverse
organization with multiple wholly owned, performance-driven operating companies delivering meaningful
solutions to the unique demands of a complex industry.
Procaccianti Hotel Advisors, LLC, a newly formed Delaware limited liability company and an affiliate
of and under common control with Procaccianti Companies, will be our external advisor. Our advisor will
be responsible for managing our day-to-day affairs and for identifying and making investments on our
behalf, subject to the direction, oversight, and approval of our board of directors. Our advisor will perform
its services pursuant to an advisory agreement among us, our operating partnership and our advisor.
All of our executive officers, some of our directors, and other key professionals engaged by our advisor
to provide services on our behalf are also officers, directors, managers, or key professionals of our advisor
or its affiliates. In the future, some of these parties and other affiliates of our sponsor may organize other
real estate programs, serve as the investment advisor to other investment programs and acquire for their
own account real estate properties that may otherwise be suitable for us.
We and our affiliates, including personnel of our advisor and its affiliates, may invest in assets
originated by, or enter into loans, borrowings and/or financings with our advisor or its affiliates, including
in primary and secondary transactions with respect to which our advisor or its affiliates may receive
customary fees from the applicable issuer, and neither we nor our subsidiaries shall have the right to any
such fees. In each such case, our advisor and such affiliates may have a potentially conflicting division of
loyalties and responsibilities regarding us and the other parties to such investment. Under certain
circumstances, our advisor and its affiliates may determine that it is appropriate to avoid such conflicts by
selling an investment at a fair value that has been calculated pursuant to our advisor’s valuation procedures
to another fund managed or advised by our advisor or such affiliates.
Service Provider
We and our advisor have entered into the Services Agreement with the Service Provider, a subsidiary of
S2K Holdings LLC, which also owns S2K Financial LLC, the dealer manager. The Service Provider is a
newly formed Delaware limited liability company. Pursuant to the Services Agreement, the Service Provider
will provide certain services to us and our advisor, including administrative services relating to
communications with stockholders, public relations activities, marketing services, technology support, and
various operational services, and such other customary services agreed upon by the parties in the Services
Agreement.
Pursuant to the Services Agreement and in exchange for the services it will provide the Company and
our advisor, we issued the Service Provider 125,000 B Shares. The B Shares will entitle the Service Provider
to participate in distributions of “excess cash” (as defined and explained under “Management
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Compensation — Participation in Excess Cash”). As the holder of B Shares, the Service Provider will also
be entitled to participate in distributions of “remaining liquidation cash” (as defined and explained under
“Management Compensation — Participation in Remaining Liquidation Cash”). If the Services Agreement
is terminated for cause, our advisor will purchase a portion of the B Shares held by the Service Provider. If
the Services Agreement is terminated by our advisor for limited cause, the Service Provider will make
certain payments to our advisor. Further, upon a termination of the Services Agreement for cause, our
advisor will pay the Service Provider all fees due and payable (but not yet paid) to the Service Provider as of
the date of such termination and the Service Provider will also be entitled to payment of certain
unreimbursed expenses as of the date of such termination. Our advisor may not seek reimbursement from
us for payments made by our advisor to the Service Provider in the event of termination of the Services
Agreement. Any B Shares that are purchased by our advisor upon the termination of the Services
Agreement will remain outstanding and will entitle their holders to participate in the above-noted
distributions, pro rata in accordance with the number of B Shares then held.
Additionally, the Service Provider will generally be entitled to receive fees equal to the following:
(a) 25% of the asset management fees (including any accrued interest arising from the deferral of the
asset management fee) that we pay to our advisor (as discussed under “Management Compensation —
Asset Management Fees”); (b) 25% of the acquisition fees that we pay to our advisor (including any
accrued interest thereon) that we pay to our advisor (as discussed under “Management Compensation —
Acquisition Fee”); and (c) 25% of the disposition fees (including any accrued interest thereon) that we pay
to our advisor (as discussed under “Management Compensation — Disposition Fee”). The Services
Agreement provides that, if our advisory agreement is terminated in the situations described under
“Management Compensation — Payment Upon Listing of Our Shares”, “Management Compensation —
Payment Upon an M&A Transaction”, or “Management Compensation — Payment upon Other Advisory
Agreement Termination”, then to the extent our advisor is entitled to payments from us on account of asset
management fees, acquisition fees, or disposition fees (and any interest accrued on those fees), the Service
Provider would be entitled to fees under the Services Agreement in an amount equal to 25% of such
amounts, in the same form as the compensation payable to our advisor. If the applicable form of
consideration is a promissory note or shares of our capital stock, we will issue such promissory note or
shares to the Service Provider and reduce the amount otherwise payable to our advisor.
Upon a termination of the advisory agreement by us for cause (as defined in the advisory agreement),
we will not have any obligation under the advisory agreement to make any payments to our advisor upon
such termination; provided, however, that all deferred asset management fees, plus any interest accrued
thereon, all acquisition fees previously earned by our advisor, plus any interest accrued thereon, and all
disposition fees previously earned by our advisor, 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 accrued thereon would be payable upon a liquidation
or Other Liquidity Event pursuant to the terms of the advisory agreement. The Service Provider will be
entitled to receive 25% of any such payments as a fee pursuant to the Services Agreement.
The term of the Services Agreement will automatically be extended concurrently with any renewal of
the term of the advisory agreement, and the Services Agreement will automatically terminate upon the
termination for any reason, or expiration without renewal, of the advisory agreement. The Services
Agreement is terminable by our advisor or by the Service Provider upon certain triggering events.
Joint Ventures with Affiliates of Our Advisor
We have entered into a joint venture with an affiliate of our sponsor and may enter into additional
joint ventures with other Procaccianti Companies-affiliated programs (as well as other parties or vehicles)
for the acquisition of hospitality real estate investments. Our advisor and its affiliates may have conflicts of
interest in determining that a Procaccianti Companies-affiliated program should enter into any particular
joint venture agreement. The co-venturer may have economic or business interests or goals that are or that
may become inconsistent with our business interests or goals. In addition, should any such joint venture be
consummated, our advisor may face a conflict in structuring the terms of the relationship between our
interests and the interest of the co-venturer and in managing the joint venture. Since our advisor and its
affiliates will control both us and any affiliated co-venturer, agreements and transactions between the
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co-venturers with respect to any such joint venture will not have the benefit of arm’s-length negotiation of
the type normally conducted between unrelated co-venturers. Our charter permits such joint ventures if a
majority of our directors, including a majority of our independent directors not otherwise interested in the
transaction approve our investment as fair and reasonable and on substantially the same terms and
conditions as those received by the other joint venturers.
Our advisor and/or its affiliates may participate in creditors or other committees with respect to the
bankruptcy, restructuring, or workout of our joint ventures. In such circumstances, our advisor may take
positions on behalf of itself or its affiliates that are adverse to our interests.
Our advisor and/or its affiliates may participate in the origination, structuring, negotiation,
syndication or offering of investments we acquire. There is no expectation for preferential access to
transactions involving investments that are underwritten, originated, arranged or placed by our advisor
and/or its affiliates, and neither we nor our stockholders shall have the right to any such fees earned by our
advisor and/or its affiliates.
Valuation Conflicts
The asset management fees payable to our advisor are based on our net asset value, which our advisor
is responsible for calculating. Valuations of our commercial real estate assets, which are used to calculate
our net asset value, may or may not be based upon third-party appraisals, and in either case are only
estimates and may not correspond to the amount that we might realize upon a sale of our properties. Our
advisor may be motivated to establish a net asset value at a higher amount than what could actually be
realized upon a sale because a higher net asset value will result in higher compensation to our advisor.
Receipt of Fees and Other Compensation to Our Advisor and Its Affiliates
Our advisor and its affiliates receive fees from us, which could be substantial and which have not been
negotiated at arm’s length. These fees could influence our advisor’s advice to us as well as the judgment of
affiliates of our advisor, some of whom also serve as our executive officers and directors and the key real
estate professionals of our sponsor. Among other matters, these compensation arrangements could affect
their judgment with respect to:
•

the continuation, renewal or enforcement of our agreements with our advisor and its affiliates,
including the advisory agreement and property manager agreements;

•

public offerings of equity by us, which will likely entitle our advisor and its affiliates to increased
acquisition fees, asset management fees, and property management fees;

•

sales of properties and other investments to third parties, which may entitle our advisor to a
disposition fee and an additional distribution on account of its holdings of our A Shares;

•

acquisitions of properties and other investments and loans to third parties, which will entitle our
advisor and its affiliates to acquisition fees, asset management fees, and possibly property
management fees;

•

acquisitions of properties and other investments that in some cases may originate from other
programs sponsored by Procaccianti Companies or its affiliates, which may entitle affiliates of our
sponsor to disposition fees and possible incentive fees and distributions in connection with their
services for the seller;

•

borrowings to acquire properties and other investments, which borrowings will increase the
acquisition fees and asset management fees payable to our advisor;

•

if we seek to list our securities on a national securities exchange, such listing could entitle our
advisor to a fee based on our value established by the trading price of our listed securities and
could entitle our advisor to receive deferred management and acquisition and disposition fees
(and interest accrued thereon). See “Management Compensation — Payment Upon Listing of
Our Shares”; and
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•

whether and when we seek to sell our company or its assets, which sale could entitle our advisor
and its affiliates to recover deferred management, acquisition fees, and disposition fees (and
interest accrued thereon) and additional distributions on account of their holdings of our A
Shares.

The fees our advisor and its affiliates receive in connection with transactions involving the acquisition
of assets are based initially on the cost of the investment, and are not based on the quality of the
investment or the quality of the services rendered to us. This may influence our advisor to recommend
riskier transactions to us, and our advisor may have an incentive to incur a higher level of leverage than we
are targeting or to pay higher prices than might otherwise be the case because the fees are based on the cost
of the investment.
A transaction involving the purchase and sale of properties may result in the receipt of commissions,
fees, and other compensation by our advisor and its affiliates, including acquisition fees, disposition fees,
and participation in excess cash or remaining cash on a liquidation (as described under “Management
Compensation — Participation in Excess Cash” and under “Management Compensation — Participation
in Remaining Liquidation Cash”). Upon a liquidation event, all of the deferred acquisition fees and
disposition fees will be paid only after the liquidation preference on our K-I Shares, K Shares and K-T
Shares has been paid in full to all holders of K-I Shares, K Shares, and K-T Shares and all accrued and
unpaid asset management fees (and any interest accrued thereon) have been paid in full. Our advisor will
have considerable discretion with respect to all decisions relating to the terms and timing of all transactions,
subject to certain limitations and oversight by our board of directors.
We may also pay significant fees or incentive payments during our listing/liquidation stage. Although
most of the fees payable during our listing/liquidation stage are contingent on our stockholders owning K-I
Shares, K Shares and K-T Shares first receiving agreed-upon investment returns, affiliates of our advisor
could also receive significant payments even without our reaching the investment return thresholds in
certain situations. Due to the apparent preference of the public markets for internally managed companies,
a decision to list our shares on a national securities exchange might be preceded by a decision to become
internally-managed, and given our advisor’s familiarity with our assets and operations, we might prefer to
become internally managed by acquiring our advisor, its operations, or entities or operations affiliated with
our advisor. Even though our advisor will not receive internalization fees, our advisor may have conflicts of
interest concerning our listing/liquidation stage, particularly due to the fact our advisor may receive more
value from one type of transaction than another.
Formation Transactions
In connection with our incorporation, we sold an aggregate of 20,000 A Shares to an affiliate of our
advisor for an aggregate purchase price of $200,000, or $10.00 per share.
Lack of Separate Representation
Morrison & Foerster LLP acts, and may in the future act, as counsel to us, our advisor, and their
affiliates in connection with this offering or otherwise. There is a possibility that in the future the interests
of the various parties may become adverse, and under the Code of Professional Responsibility of the legal
profession, Morrison & Foerster LLP may be precluded from representing any one or all of such parties. If
a dispute were to arise between us, our advisor, or any of their affiliates, separate counsel for such matters
will be retained as and when appropriate.
Property Manager
We expect principally, if not entirely, to use affiliated property management companies to manage our
hotels. These may include TPG Hotels & Resorts, Inc., a subsidiary of our sponsor, and its wholly owned
subsidiaries, which we refer to collectively as TPG. Or they may include other affiliates and/or designees of
TPG. We refer to TPG and such other affiliates and/or designees collectively as our property manager. See
“Management — Our Property Manager” and “Management Compensation — Property Management Fee
and Reimbursement” for a discussion of the compensation payable to our property manager. The
compensation payable to our property manager will, in most cases, be payable regardless of the quality of
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the services provided to us or whether we make distributions to our stockholders. Furthermore, our
property manager is not prohibited from owning or managing hospitality properties in the same markets as
those in which we own properties, or from owning or managing hotel properties that directly compete with
ours.
Policies and Procedures for Managing Conflicts
Procaccianti Companies, our advisor, and their affiliates have both subjective and objective procedures
and policies in place designed to manage the potential conflicts of interest between our advisor’s fiduciary
obligations to us and its and its affiliates’ similar fiduciary obligations to other clients. An investment
opportunity that is suitable for multiple clients of our advisor and its affiliates may not be capable of being
shared among some or all of such clients due to the limited scale of the opportunity or other factors. There
can be no assurance that our advisor’s or its affiliates’ efforts to allocate any particular investment
opportunity fairly among all clients for whom such opportunity is appropriate will result in an allocation of
all or part of such opportunity to us. Not all conflicts of interest can be expected to be resolved in our
favor. However, in the event all acquisition allocation factors have been exhausted and an investment
opportunity remains equally suitable for more than one sponsor-affiliated vehicle, we retain a right of first
offer for all opportunities to acquire real estate or real estate-related assets that are appropriate for us and
another fund or vehicle.
Our advisory agreement with our advisor requires that our advisor periodically inform our board of
directors of the investment opportunities that have been offered to other Procaccianti Companiessponsored programs so that our board of directors can evaluate whether we are receiving our fair share of
opportunities. Our advisor is to inform our board of directors of such investment opportunities quarterly.
Our advisor’s success in generating investment opportunities for us and the fair allocation of opportunities
among Procaccianti Companies-sponsored programs are important criteria in our independent directors’
determination to continue or renew our arrangements with our advisor and its affiliates. Our board of
directors has a duty to ensure that our advisor and its affiliates fairly apply this method for allocating
investment opportunities among the Procaccianti Companies-sponsored programs. See the “Allocation
Policy” section below.
Allocation Policy
Conflicts of interest caused by more than one investment vehicle sponsored by the sponsor, advisor, or
their affiliates having funds available simultaneously for acquiring investments of the type we are targeting
will be resolved in good faith by the sponsor, advisor, or such affiliates. Our advisor will undertake to report
to our board of directors, on a quarterly basis, all such investment opportunities and how the allocation of
such investment opportunities were resolved. In resolving any such conflicts, the sponsor, advisor, or their
affiliates will take into account a number of factors, including: (a) which vehicle has available cash
(including availability under lines of credit) to acquire an investment; (b) concentration and diversification
concerns for a vehicle relative to the prospective investment; (c) how the investment size, potential leverage,
transaction structure and anticipated cash flows affect each vehicle in light of the vehicles targeted returns
and cash flow needs; (d) whether the estimated transaction timing will be more advantageous (or possible)
for a particular vehicle; (e) how closely aligned the proposed investment is with a vehicle’s investment
objectives; (f) whether the proposed investment conforms to the brand, class and operation parameters of a
particular vehicle’s property acquisitions objectives; (g) whether a particular investment vehicle has an
existing strategic relationship with the tenant(s), operator, facility, franchisor, or system associated with the
investment; (h) whether an investment vehicle has or lacks a geographic presence that would make the
investment strategically more important for that vehicle; and (i) whether there would be positive or negative
income tax effects on an investment vehicle and its investors relating to the investment opportunity. In the
event all acquisition allocation factors have been exhausted and an investment opportunity remains equally
suitable for more than one sponsor-affiliated vehicle, we retain a right of first offer for all opportunities to
acquire real estate or real estate-related assets that are appropriate for us and another fund or vehicle.
Our advisor may (a) cause us to co-invest with other sponsor-affiliated vehicles only upon approval of
our board of directors, including a majority of our independent directors and (b) cause us to sell
investments to (or purchase investments from) other vehicles sponsored by the sponsor, our advisor, or their
affiliates only if such sale or purchase is on market terms and is approved by our board of directors,
including a majority of our independent directors.
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Review by Independent Directors
Every transaction that we enter into with our advisor or its affiliates will be subject to an inherent
conflict of interest. In order to reduce or eliminate certain potential conflicts of interest, our charter
provides that a majority of our board of directors, including a majority of our independent directors, not
otherwise interested in the transaction determine that the transaction is fair and reasonable to us and on
terms and conditions no less favorable to us than those available from unaffiliated third parties. Our board
of directors may encounter conflicts of interest in enforcing our rights against any affiliate in the event of a
default by or disagreement with such affiliate or in invoking powers, rights or options pursuant to any
agreement between us and our advisor or any of its affiliates. The independent directors, which may retain
their own legal and financial advisors, are empowered to act on any matter permitted under Maryland law.
If the independent directors determine that a matter at issue is such that the exercise of independent
judgment by the other directors could be compromised, the independent directors must approve the matter.
Among the matters we expect the independent directors to act upon are:
•

the continuation, renewal, or enforcement of our agreements with our advisor and its affiliates,
including the advisory agreement and any property management agreements;

•

public offerings of securities;

•

property sales;

•

property acquisitions, subject to certain limitations (discussed under “Management —
Management Decisions”);

•

transactions with affiliates;

•

compensation of our officers and directors who are affiliated with our advisor;

•

whether and when we seek to list our securities on a national securities exchange;

•

whether and when we seek to become internally managed, which decision could lead to our
acquisition of our advisor at a substantial price; and

•

whether and when we seek to sell our company or our assets.

Other Charter Provisions Relating to Conflicts of Interest
Our charter contains many restrictions relating to conflicts of interest, including the following:
Advisor Compensation. The independent directors must evaluate at least annually whether the
compensation that we contract to pay to our advisor and its affiliates is reasonable in relation to the nature
and quality of services performed and that such compensation is within the limits prescribed by the charter.
The independent directors must supervise the performance of our advisor and its affiliates and the
compensation we pay to them to determine that the provisions of our compensation arrangements are
being carried out. The independent directors must base this evaluation on the factors set forth below as well
as any other factors deemed relevant by the independent directors committee, and such findings will be
recorded in the minutes of the board of directors:
•

the amount of the fees paid to our advisor in relation to the size, composition, and performance
of our investments;

•

the success of our advisor in generating appropriate investment opportunities;

•

the rates charged to other REITs and others by advisors performing similar services;

•

additional revenues realized by our advisor and its affiliates through their relationship with us,
including whether we pay them or they are paid by others with whom we do business;

•

the quality and extent of service and advice furnished by our advisor and its affiliates;

•

the performance of our investment portfolio, including income, conservation or appreciation of
capital, frequency of problem investments and competence in dealing with distress situations; and
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•

the quality of our investment portfolio relative to the investments generated by our advisor for its
own account.

Under our charter, we can only pay our advisor or its affiliates a real estate commission in connection
with the sale of a property if it provides a substantial amount of the services in the effort to sell the
property, as determined by a majority of our independent directors, and the commission does not exceed
the lesser of (i) one-half of a real estate commission that is reasonable, customary and competitive in light
of the size, type and location of the property and (ii) 3% of the sales price of the property. In addition, if in
connection with the sale we pay commissions to third parties unaffiliated with our advisor, the commission
paid to our advisor may not exceed the commission paid to such third parties. Moreover, our charter also
provides that the commission, when added to all other real estate commissions paid to unaffiliated parties in
connection with the sale, may not exceed the lesser of a competitive real estate commission or 6% of the
sales price of the property.
Our charter also requires any incentive fee we may pay our advisor or an entity affiliated with our
advisor in connection with the liquidation of our portfolio to be reasonable. An incentive fee is presumed
reasonable if it does not exceed 15% of the balance of the net proceeds remaining after payment to
stockholders, in the aggregate, of an amount equal to 100% of the original issue price of the securities, plus
an amount equal to 6% of the original issue price of the securities per year cumulative. The advisory
agreement does not contain an incentive fee, but our advisor and its affiliates are expected to acquire a
substantial amount of A Shares, which, upon a liquidation of our company, entitles the holders thereof to
certain distributions. See “Description of Capital Stock — A Shares”, “Management Compensation —
Participation in Excess Cash”, and “Management Compensation — Participation in Remaining
Liquidation Cash”.
Our charter also limits the amount of acquisition fees and acquisition expenses we can incur to a total
of 6% of the contract purchase price for the property or, in the case of a mortgage loan, to 6% of the funds
advanced. This limit may only be exceeded if a majority of our board of directors, including a majority of
our independent directors, not otherwise interested in the transaction approves the fees and expenses and
finds the transaction to be commercially competitive, fair, and reasonable to us.
Term of Advisory Agreement. Our contract for services under our advisory agreement will have a
one-year term subject to renewals upon mutual consent of our advisor and independent directors for an
unlimited number of successive one-year periods. The independent directors will evaluate the performance
of our advisor before renewing the advisory agreement, and the criteria used in such evaluation will be
reflected in the minutes of the meeting of our board of directors. Specifically, the independent directors will
consider factors such as:
•

the amount of the fees paid to our advisor in relation to the size, composition and performance of
our investments;

•

the success of our advisor in generating appropriate investment opportunities;

•

rates charged to other REITs, especially REITs of similar structure, and other investors by
advisors performing similar services;

•

additional revenues realized by our advisor and its affiliates through their relationship with us,
whether we pay them or they are paid by others with whom we do business;

•

the quality and extent of service and advice furnished by our advisor;

•

the performance of our investment portfolio, including income, conservation or appreciation of
capital, frequency of problem investments and competence in dealing with distress situations; and

•

the quality of our investment portfolio relating to the investments generated by our advisor for its
other clients.

If the independent directors determine that the compensation to be paid to our advisor is not
reasonable, our board of directors may request that our advisor reduce its fees, terminate the advisory
agreement, renegotiate the advisory agreement, or retain a new advisor. The advisory agreement may be
terminated without cause or penalty by us (upon approval of a majority of independent directors) or our
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advisor upon 60 days’ written notice. Furthermore, we may immediately terminate the advisory agreement
“for cause” or upon our advisor’s bankruptcy. “Cause” is defined in the advisory agreement to mean fraud,
criminal conduct, misconduct or negligent breach of fiduciary duty by our advisor or a material breach of
the advisory agreement by advisor.
In the event of the termination of the advisory agreement, our advisor will cooperate with us and take
all reasonable steps requested to assist our board of directors in making an orderly transition of the
advisory function. Before selecting a successor advisor, our board of directors must determine that any
successor advisor possesses sufficient qualifications to perform the advisory function and to justify the
compensation it would receive from us.
Our Acquisitions. We will not purchase or lease properties in which our sponsor, our advisor, any of
our directors or any of their affiliates has an interest without a determination by a majority of our board of
directors, including a majority of the independent directors, not otherwise interested in the transaction that
such transaction is fair and reasonable to us and at a price to us no greater than the cost of the property to
the affiliated seller or lessor unless there is substantial justification for the excess amount. Generally, the
purchase price that we will pay for any property will be based on the fair market value of the property as
determined by a majority of our directors. In the cases where a majority of our independent directors
require, and in all cases in which the transaction is with our sponsor, our advisor, any of our directors, or
any of their affiliates, we will obtain an appraisal of fair market value by an independent expert selected by
our independent directors. In no event will we acquire any such property at an amount in excess of its
currently appraised value as determined by an independent expert selected by our independent directors not
otherwise interested in the transaction.
Mortgage Loans Involving Affiliates. Our charter prohibits us from investing in or making mortgage
loans in which the transaction is with our sponsor, our advisor, any of our directors, or any of their
affiliates unless an independent expert appraises the underlying property. We must keep the appraisal for at
least five years and make it available for inspection and duplication by any of our stockholders. In addition,
we must obtain a mortgagee’s or owner’s title insurance policy or commitment as to the priority of the
mortgage or the condition of the title. Our charter prohibits us from making or investing in any mortgage
loans that are subordinate to any mortgage or equity interest of our sponsor, our advisor, any of our
directors, or any of our affiliates.
Other Loans Involving Affiliates. Our charter prohibits us from making loans to our sponsor, our
advisor, any of our directors or any of their affiliates except for certain mortgage loans as described above
and loans to wholly owned subsidiaries. Our charter prohibits us from borrowing money from our sponsor,
our advisor, any of our directors or any of their affiliates unless approved by a majority of our board of
directors, including a majority of the independent directors, not otherwise interested in the transaction as
fair, competitive, and commercially reasonable and no less favorable to us than comparable loans between
unaffiliated parties under the same circumstances.
Subordinated Promissory Notes. In connection with the payment of distributions to the holders of
K Shares, we borrowed funds from our advisor, pursuant to a subordinated promissory note. Our charter
requires that any loan between us and any of our affiliates, such as our advisor, be approved by our board
of directors, including a majority of the independent directors not otherwise interested in the transaction,
after our board determines that the loan is fair, competitive, and commercially reasonable to us and on
terms and conditions no less favorable to us than those available from parties unaffiliated with us under the
same circumstances. Our board of directors, including a majority of the independent directors, after
determining the terms described in the subordinated promissory note dated as of September 29, 2017, are
commercially reasonable to us and on terms and conditions no less favorable to us than those available from
parties unaffiliated with us under the same circumstances, approved the loan from our advisor. The
subordinated promissory note between us, as borrower, and our advisor, as lender, has an aggregate
principal amount of $5,724.01, and accrues interest at the long term applicable federal rate in effect as of
the date of the note (based on the number of actual days elapsed and a 365 day year), which was 2.66%. All
outstanding unpaid principal, together with any then unpaid and accrued interest and other amounts
payable under the subordinated promissory note, are due and payable by us in cash on the date after:
(A)(i) all K Shares have received all accumulated, accrued and unpaid distributions due and owing under
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the terms of our organization documents and (ii) the liquidation preference on the K Shares (as defined in
our charter) has been paid in full; and (B)(i) our failure to pay any principal payment or interest when it
becomes due; (ii) we commence voluntary bankruptcy or insolvency proceedings; and (iii) involuntary
bankruptcy or insolvency proceedings, not dismissed or discharged within 60 days of commencement, are
commenced against us.
In addition, our board of directors authorized us to enter into a separate promissory note with our
advisor substantially in the form of the subordinated promissory note described above, with the expectation
that we would use the proceeds from such subordinated promissory note to fund the payment of accrued
and unpaid distributions to the holders of K Shares through September 30, 2017, to the extent our board of
directors approves and authorizes our payment of future accrued and unpaid distributions to the holders of
K Shares. On October 18, 2017, our board of directors approved and authorized the payment of accrued
and unpaid distributions to the holders of K Shares through September 30, 2017, with the proceeds from a
subordinated promissory note, in the form previously authorized and approved by our board of directors
and described above. The subordinated promissory note, dated as of October 18, 2017, between us, as
borrower, and our advisor, as lender, has an aggregate principal amount of $27,398.88, and accrues interest
at the long term applicable federal rate in effect as of the date of the note (based on the number of actual
days elapsed and a 365-day year), which was 2.66%. On January 30, 2018, our board of directors approved
and authorized the payment of accrued and unpaid distributions to the holders of K Shares through
December 31, 2017, with the proceeds from a subordinated promissory note, in the form previously
authorized and approved by our board of directors and described above. The subordinated promissory
note, dated as of February 6, 2018, between us, as borrower, and our advisor, as lender, has an aggregate
principal amount of $61,070.91, and accrues interest at the blended 2018 long term applicable federal rate
in effect of 2.57%.
Joint Ventures with Affiliates. Our charter prohibits us from investing in joint ventures with our
sponsor, our advisor, any of our directors or any of their affiliates without approval by a majority of our
board of directors, including a majority of the independent directors, not otherwise interested in the
transaction as fair and reasonable to us and on substantially the same terms and conditions as those
received by the other joint venturers.
Sales or Leases to Affiliates. Our charter prohibits us from selling or leasing properties to our
sponsor, our advisor, any of our directors or any of their affiliates without a determination by a majority of
our board of directors, including a majority of the independent directors, not otherwise interested in the
transaction that the transaction is fair and reasonable to us.
Other Transactions Involving Affiliates. Our charter prohibits us from engaging in any other
transaction with our sponsor, our advisor, any of our directors or any of their affiliates without a
determination by a majority of our board of directors, including a majority of the independent directors,
not otherwise interested in the transaction that the transaction is fair and reasonable to us and on terms
and conditions no less favorable to us than those available from unaffiliated third parties.
Limitation on Operating Expenses. Our charter currently provides that our reimbursement of
operating expenses will be subject to the NASAA REIT Guidelines’ “2%/25% limitation.” This limitation
provides that our total operating expenses during any four fiscal quarters following commencement of
operations cannot exceed the greater of (1) 2% of average invested assets or (2) 25% of our company’s net
income, unless a majority of the independent directors determine such excess expenses were justified based
on unusual and non-recurring factors. For these purposes, “average invested assets” means, for any period,
the average of the aggregate book value of our assets invested, directly or indirectly, in equity interests in
and loans secured by real estate (including amounts invested in REITs and other real estate operating
companies) before deducting reserves for depreciation, bad debts, or other similar non-cash reserves,
computed by taking the average of these values at the end of each month during the period.
Issuance of Options and Warrants to Certain Affiliates. We may not issue options or warrants to
purchase our securities to our sponsor, our advisor, any of our directors or any of their affiliates, except on
the same terms as such options or warrants, if any, are sold to the general public. We may not issue options
or warrants at exercise prices less than the fair market value of the underlying securities on the date of grant
and not for consideration (which may include services) that in the judgment of our independent directors
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has a market value less than the value of such option or warrant on the date of grant. Any options or
warrants we issue to our sponsor, our advisor, any of our directors or any of their affiliates shall not exceed
an amount equal to 10% of our outstanding securities on the date of grant.
Repurchase of Our Shares. We will not pay a fee to our sponsor, our advisor, any of our directors or
any of their affiliates in connection with our repurchase of our securities.
Ratification of Charter Provisions. Our board of directors, including a majority of the independent
directors, reviewed and ratified our charter by the vote of a majority of its members, as required by our
charter.
The following chart shows the ownership structure of the various entities that are affiliated with us, our
sponsor and our advisor:
INDICATES OWNERSHIP

PROCACCIANTI COMPANIES’
KEY OFFICERS

STOCKHOLDERS
INDICATES CONTRACTUAL RELATIONSHIP

100%

TPG HOTEL REIT INVESTOR, LLC
(A SHARES) (1)

100%

100%

DEALER
MANAGEMENT
AGREEMENT

100%

SPONSOR:
PROCACCIANTI COMPANIES, INC.

DEALER MANAGER/DISTRIBUTOR:
S2K FINANCIAL LLC (2)

PROCACCIANTI HOTEL REIT, INC.

GENERAL
PARTNER

100%

ADVISORY
AGREEMENT
PROCACCIANTI HOTEL
REIT LP, LLC

SERVICES
AGREEMENT

LIMITED
PARTNER
SERVICE PROVIDER:
S2K SERVICING LLC
(B SHARES) (2)

ADVISOR:
PROCACCIANTI HOTEL ADVISORS, LLC
(3)

1%

PROCACCIANTI HOTEL REIT, L.P.

100%

PROPERTY MANAGER:
TPG HOTELS AND RESORTS, INC.
AND AFFILIATES OR DESIGNEES

HOTEL
MANAGEMENT
AGREEMENT

100%

TAXABLE REIT SUBSIDIARIES

LEASES

100%

SINGLE MEMBER LEGAL
ENTITIES (SPE)

(1) As of the date of this prospectus, TPG Hotel REIT Investor, LLC, an affiliate of our advisor, owned
approximately 554,410 A Shares, which were issued pursuant to a private placement.
(2) S2K Financial LLC and S2K Servicing LLC are both wholly owned subsidiaries of S2K Partners Co.
LLC. S2K Servicing LLC owns 125,000 B Shares of Procaccianti Hotel REIT, Inc.
(3) Procaccianti Hotel REIT LP, LLC, the limited partner of Procaccianti Hotel REIT, L.P., which is our
operating partnership, along with certain holders of Class K OP Units, collectively own 99% of the
interests in our operating partnership (we hold a 1.0% interest in the operating partnership as the
general partner). 128,124 Class K OP Units, valued at $10.00 per OP Unit, were issued on February 27,
2020, as partial consideration for our acquisition of the Hilton Garden Inn Property.
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PRIOR PERFORMANCE SUMMARY
The discussion represents the historical experience of certain prior real estate programs sponsored by our
Sponsor and its affiliates, which we refer to herein as the “Procaccianti Programs.” The following summary is
qualified in its entirety by reference to the Prior Performance Tables, which may be found in Appendix A of this
prospectus. We do not expect to make investments comparable to those reflected in this section. In particular,
none of the Procaccianti Programs included in this section were operated in order to qualify as a REIT under
the Internal Revenue Code. If you purchase our shares, you will not acquire any ownership interests in any of
the Procaccianti Programs described in this section (unless you are also an investor in those real estate
programs). Investors should not assume that they will experience returns, if any, comparable to those
experienced by investors in such prior real estate programs, and the prior performance of the Procaccianti
Programs may not be indicative of our future results.
Prior Investment Programs
The following table sets forth information on the 50 Procaccianti Programs sponsored during the
previous ten years.
Legal Entity

Property Name

Gano Holdings, LLC
Arizona SC Hotel Owner, LLC
Arizona PV Hotel Owner, LLC
PEH III, LLC
TPG BLFL JV, LLC
RB — TPG San Jose, LLC
RP-TPG Chicago North Shore, LLC
PDE I, LLC
PCA I, LP
Procaccianti AZ II, LP (HSRV)
Procaccianti AZ, LP
TPG Reno, LLC
NWM, LLC
PVA V, LLC
380 Luckie St. JV, LLC
POH I, LLC
PCO I, LP
PRI Warwick Airport, LLC
PMO I, LLC (Fund III)
OHIB Hotel, LLC
PTX IV, LLC
PIL IV, LLC
Sheffield Apts TT, LLC
PMO IV, LLC
PKY I, LLC
PFL VI, LLC
PFL V, LLC
Procaccianti AZ II, LP (Fund III)
PNY IV, LLC
RPAP Eastgate LLC
Great Salt Pond Marina Property, LLC
Toll Tib Hotel JV, LLC
Toll Tib Hotel JV, LLC
Hampshire Hospitality Holding, LLC
400 Corp Ft Lauderdale JV

Hilton Garden Inn
Hilton Scottsdale
Doubletree Paradise Valley
Holiday Inn East Hartford
Marriott Fort Lauderdale
AC Marriott
Westin North Shore
Sheraton Wilmington
Doubletree Santa Monica
Hilton Scottsdale
Doubletree Paradise Valley
Marriott Courtyard Reno
Marriott Waterside Norfolk
Sheraton Alexandria
Hyatt House Atlanta
Sheraton Columbus
Marriott Colorado
Sheraton Warwick
Intercontinental Kansas City
Holiday Inn Inner Harbor
Sheraton Dallas
Sheraton Elk Grove
Sheffield Apartments
Sheraton Kansas City
Hyatt Lexington
Marriott Fort Lauderdale
Renaissance Boca Raton
Hilton Scottsdale
Holiday Inn SoHo
Eastgate Hotel
Champlin’s Resort & Marina
Lodge at Tiburon
Toll House
Mill Falls
Westin Ft Lauderdale
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Legal Entity

Property Name

Proc Orlando DS JV, LLC
422 Hotel, LLC
TPG 100 Sabin Hotel JV, LLC
TPG St. Pete Beach, LLC
PHR STPFL, LLC
Alexandria Hotel Owner, LLC
PHR WNC, LLC
First Warwick Hotel Investors, LLC
TPG KC MO I JV, LLC
TPG LA Commerce JV, LLC
TPG BLFL JV, LLC
TPG BLFL JV, LLC
TPG Waterford, LLC
RP Providence, LLC
PMD I, LLC

Wyndham LBV
Sheraton Wilmington
Residence Inn Providence
Postcard Inn
Staybridge Suites St. Petersburg
Sheraton Suites Alexandria
Springhill Suites Wilmington
Fairfield Inn
Intercontinental Kansas City
Doubletree Commerce
Hyatt Lexington
Renaissance Boca Raton
Marriott Watrford OKC
Renaissance Providence
Doubletree BWI

The following tables for Procaccianti Programs are included as Appendix A herein:
•

Table I — Experience in Raising and Investing Funds (on a percentage basis);

•

Table III — Operating Results of Prior Programs;

•

Table IV — Results of Completed Programs; and

•

TableV — Sales or Disposals of Properties.

The information that would be included in Table II (Compensation to Sponsor) related to the
compensation paid to sponsor has been included in Table IV. A separate Table II has not been provided.
The investments acquired by the Procaccianti Programs discussed in this section have different
characteristics than the properties we seek to acquire. Among those differences are:
•

The Procaccianti Programs were not entities which intended to qualify as a REIT, and in most
cases were acquired by limited liability companies owned by our sponsor or its affiliates and other
high net worth individuals or limited partnerships structured as joint ventures between an affiliate
of our sponsor and high net worth individuals.

•

The investments acquired by the Procaccianti Programs have typically utilized high leverage debt,
including debt up to 75% of asset value; however, we expect our targeted leverage ratio to be the
greater of 50% loan-to-value or loan-to-cost.
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Summary Information
The following table presents certain summary information regarding the Procaccianti Programs for the
ten-year period beginning January 1, 2010 and ending December 31, 2020:
January 1, 2010 — December 31, 2020
Prior Programs
Total Number of Programs
Total Equity raised:
Total Investors
Total number of Properties Purchased
Location of Properties Purchased
Aggregate Purchase Price of Properties
% of Commercial (Lodging)
% Residential
% new
% used
% construction
Properties Sold

50
$891,581,960
145
50
United States
$1,889,700,760
98%
2%
0%
97%
3%
30

(1) Percentage based upon aggregate purchase price.
Adverse Business Developments
Adverse changes in general economic conditions have occasionally affected the performance of the
Procaccianti Programs. Further, certain Procaccianti Programs have experienced adverse business
developments, including, but not limited to: (i) majority owners or limited partners no longer funding
capital calls as a result of their investment funds winding down, (ii) exit requirements falling within down
markets and majority owners/limited partners choosing to not hold the property to wait for appreciation to
rebound, (iii) construction delays associated with zoning and entitlement delays, and (iv) market conditions
requiring sales of properties at a loss or the occurrence of lender receiverships. The following discussion
presents a summary of significant adverse business developments or conditions experienced by Procaccianti
Programs that may be material to investors in this offering.
In 2007, an affiliate of the sponsor was converting a Holiday Inn hotel property in Miami Beach,
Florida into hotel condominiums. The project was significantly delayed due to demands from local building
officials that resulted in higher construction costs and delayed the launch of sales efforts. While sales were
brisk, the national economy went into a recession and sales prices and volumes declined. Although an
affiliate of the sponsor received proceeds exceeding costs, there were not enough proceeds to provide a
return on all of the investors’ initial investments.
In 2008, an affiliate of the sponsor owned the Sheraton Richmond West hotel property in Richmond,
Virginia. Due to significantly increased supply and dramatic decreases in business volume, the owner of the
hotel property sought a mortgage modification with its lender. The program’s sponsor offered to reduce
property management fees, guarantee interest payments and made various good faith gestures to induce the
lender’s special servicer to cooperate. Nonetheless, the lender’s special servicer would not cooperate, and
made the decision to petition the property into receivership and foreclose. Some, but not all, of the initial
investment was returned to investors.
In 2015, an affiliate of the sponsor was a minority general partner of an entity that owned the Westin
Hotel property in Tysons Corner, Virginia. The general partner’s rights and authority were subject to the
majority limited partner’s controls and major decision rights. The majority partner chose to discontinue
funding capital calls for operations and capital improvements in an attempt to work with the lender to
restructure the mortgage. The general partner attempted to negotiate a loan modification arrangement with
the lender’s special servicer, but the special servicer was unwilling to consider such modifications. As a
result, the property was petitioned into receivership. This asset is owned by two hotel funds, which own
other unrealized assets, and it is unknown whether this will result in a loss of investor equity.
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In 2011, the Radisson hotel property in New London, Connecticut was unable to rebound from the
2009 recession, and the majority of the partners made a strategic decision to sell the property, not
recovering the initial equity invested.
An affiliate of the sponsor managed a separate account real estate fund for a state pension fund. That
affiliate held a minority (2.5% interest) of such real estate fund, which fund was subject to majority holder
controls of most substantive matters. The real estate fund had a predetermined term and when it reached
the expiration of such term, the pension fund mandated a liquidation either by sale, auction or, where an
asset had a value less than the applicable debt, transfer to the applicable lender. The real estate fund owned
the Saint Louis Marriott West property in St. Louis, Missouri and the Wilmington Sheraton Suites
property in Wilmington, Delaware. Pursuant to the terms of the real estate fund, the pension fund would
not provide any additional liquidity needed at maturity to sell such properties. Accordingly, in 2017 and
2018, the respective lenders on these properties issued maturity default notices when the respective loans
came due. Thereafter, the sponsor’s affiliate cooperated with each lender to insure the orderly transition of
control and ownership of such assets to the respective lenders and their agents.
An affiliate of the Sponsor, in a joint venture partnership with a private equity fund purchased the
Holiday Inn, Inner Harbor in Baltimore, MD in 2012 from a receiver. The sponsor’s affiliate renovated the
hotel, operated it successfully and put it on the market for sale in 2014. The existing ground lessor of the
hotel had a first right of refusal and ultimately decided to exercise the right of refusal to purchase the hotel.
The ground lessor was not a hotel investor or sophisticated real estate owner and requested that an affiliate
of the Sponsor remain with the hotel as hotel manager and be the manager of their new joint venture. The
Sponsor’s affiliate also contributed a small portion of the capital (less than 10%) at the ground lessor’s
request to assist in closing the transaction in 2015. The ground lessor had major decision rights and other
controls. After the Baltimore riots and the associated subsequent effects on travel and tourism to the
Baltimore market, along with new construction or renovation considerable new supply in the market,
property revenue and net income declined. The ground lessor partner group was unwilling to provide
additional capital contributions for working capital. As such, the Sponsor’s affiliate worked diligently and in
good faith with the lenders holding the debt on the hotel to restructure the transaction and its debt, or
operate the property while it was liquidated, but the lender’s special servicer changed course and put the
property into receivership in early 2019. The receiver ultimately sold the property to a third party.
In 2020 and continuing through 2021, as a result of the ongoing Covid-19 pandemic, revenues at hotels
owned by affiliates of the Sponsor have experienced significant and material declines, which required
deferrals or restructuring of debt obligations. As markets have stabilized, the Sponsor and its affiliates have
resolved and become current on almost all the debt obligations of its current programs. However, certain
hotels owned by affiliates of the Sponsor, which are heavily dependent on business travel and group/
convention business were unable to make certain debt payments. In particular, The Kansas City
Intercontinental and Hyatt Lexington were unable to make certain payments on their respective
non-recourse mortgages. The Sponsor and these affiliates are in active discussions with the affected lenders
and the Sponsor believes it can restructure these non-recourse loans with the lenders in order to maintain
the properties.
The sponsor has not sponsored any other public real estate programs and, therefore, has not filed any
Annual Reports on Form 10-K with the SEC.
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DESCRIPTION OF CAPITAL STOCK
Our charter authorizes the issuance of 248,125,000 shares of capital stock, of which (a) 55,500,000
shares are classified as Class K-I Common Stock with a par value of $0.01 per share, which we refer to as
our K-I Shares, (b) 55,500,000 shares are classified as Class K Common Stock with a par value of $0.01 per
share, which we refer to as K Shares, (c) 116,000,000 shares are classified as Class K-T Common Stock with
a par value of $0.01 per share, which we refer to as K-T Shares, (d)125,000 shares are classified as Class B
Capital Stock with a par value of $0.01 per share, which we refer to as our B Shares, and (e) 21,000,000
shares are classified as Class A Common Stock with a par value of $0.01 per share, which we refer to as our
A Shares.
In addition, our board of directors may amend our charter from time to time without stockholder
approval to increase or decrease the aggregate number of authorized shares of stock or the number of
authorized shares of stock of any class or series. Our board of directors may also classify or reclassify
unissued shares of stock of any class or series into other classes or series of stock. Notwithstanding the
preceding two sentences, we may not (i) issue or sell additional B Shares, or increase the authorized number
of B Shares or (ii) amend, alter, modify or repeal any provision of our charter in a manner
disproportionately adversely affecting the rights, privileges and preferences of the B Shares, without the
consent of the holders of at least 75% of the issued and outstanding B Shares. The preferences, conversion
or other rights, voting powers, restrictions, limitations as to distributions, qualifications and terms and
conditions of redemption of any new class or series of capital stock will be designated and set forth in
articles supplementary to our charter filed with the State Department of Assessments and Taxation of
Maryland.
K-I Shares, K Shares and K-T Shares
Subject to the restrictions in our charter on the ownership and transfer of shares and except as may
otherwise be specified in our charter, each holder of K-I Shares, K Shares and K-T Shares will be entitled at
each meeting of our stockholders to one vote per K-I Share, K Share or K-T Share owned by such
stockholder on all matters submitted to a vote of our stockholders, including, but not limited to, the
election of our directors.
The K-I Shares, K Shares and K-T Shares will rank, with respect to distribution rights and rights upon
our company’s liquidation, winding-up and dissolution:
•

pari passu with each other and any other class or series of our capital stock, the terms of which
expressly provide that the K-I Shares, K Shares and K-T Shares rank on parity with such class or
series as to distribution rights and rights on liquidation, winding-up and dissolution of our
company (which such other class or series we refer to as parity securities), and senior to the
A Shares, B Shares, and any other class or series of our capital stock, the terms of which expressly
provide that the K-I Shares, K Shares and K-T Shares rank senior to such class or series as to
distribution rights or rights on our liquidation, winding-up, and dissolution of our company. We
refer to such classes or series of capital stock ranking junior to our K-I Shares, K Shares and
K-T Shares as junior securities; and

•

junior to all of our existing and future debt obligations and other liabilities (except for deferred
asset management fees, acquisition fees, and disposition fees (and any interest accrued thereon)
payable to our advisor).

Distribution Rights. Subject to the preferential rights of the holders of any class or series of our
capital stock ranking senior to K-I Shares, K Shares, and K-T Shares, if any such class or series is
authorized in the future, the holders of each K-I Share, K Share and K-T Share will be entitled to receive,
when and as authorized by our board of directors and declared by us, out of legally available funds,
cumulative cash distributions on each K-I Share at the rate of 7% per annum of the K-I Share Distribution
Base for such K-I Share, cumulative cash distributions on each K Share at the rate of 7% per annum of the
K Share Distribution Base for such K Share, and cumulative cash distributions on each K-T Share at the
rate of 7% per annum of the K-T Share Distribution Base for such K-T Share. The K-I Share Distribution
Base is $10.00 per K-I Share, subject to reduction as described under “— Special Distributions” below; the
K Share Distribution Base is $10.00 per K Share, subject to reduction as described under “— Special
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Distributions” below; and the K-T Share Distribution Base is $10.00 per K-T Share, subject to reduction as
described under “— Special Distributions” below. Prior to March 31, 2020, all cash distributions accrued at
the rate of 6% per annum of each class’ respective Distribution Base. The distributions on the K-I Shares,
K Shares and K-T Shares will accrue on each such share, whether or not authorized by our board and
declared by us and whether or not there are funds legally available for the payment of such distributions, on
a cumulative basis, from the date of issuance of such K-I Share, K Share or K-T Share. While distributions
on the K-I Shares, K Shares and K-T Shares will accrue on a daily basis, distributions on K-I Shares,
K Shares and K-T Shares will be payable in arrears to holders of record as they appear in our stock records
at the close of business on the applicable record date or record dates, which shall be each day of the period
for which such distributions are payable or such other date or dates designated by our board of directors.
We expect to pay distributions on our K-I Shares, K Shares and K-T Shares quarterly, unless our results of
operations, general financing conditions, general economic conditions, applicable provisions of Maryland
law, or other factors make it imprudent to do so. Our goal is to eventually be in a position to make monthly
distributions payments. The timing and amount of any distributions will be determined by our board, in its
sole discretion, and may vary. Payment of distributions on our K-I Shares, K Shares and K-T Shares will be
influenced in part by our intention to comply with the REIT requirements of the Internal Revenue Code.
To qualify as a REIT, we will be required to distribute 90% of our annual taxable income, determined
without regard to the distributions paid deduction and by excluding net capital gains, to our stockholders.
If at any time we pay less than the total amount of accumulated, accrued, and unpaid distributions on
the K-I Shares, K Shares, K-T Shares and any parity securities, such payment will be distributed pro rata
among the holders of each class of shares based upon the aggregate K-I Shares, K Shares, K-T Shares and
parity securities held by each such stockholder as of the close of business on each record date. Payment of
distributions on our K-I Shares, K Shares and K-T Shares is not guaranteed.
Unless and until all accumulated, accrued, and unpaid distributions on our K-I Shares, K Shares,
K-T Shares and any parity securities for all past distribution periods have been or contemporaneously are
declared and paid on such K-I Shares, K Shares, K-T Shares and parity securities (or declared and a sum
sufficient for the payment thereof is set aside for payment), we will not, directly or indirectly, declare and
pay dividends or other distributions of cash or other property on junior securities (including our A Shares
and B Shares), provided that, if we terminate our advisory agreement without cause or elect not to renew it,
we will repurchase all A Shares as described under “Management Compensation — Payment upon Other
Advisory Agreement Termination” above.
Special Distributions. In certain situations, we may have excess cash (as defined below), and our
board of directors will authorize special distributions in which the holders of our K-I Shares, K Shares,
K-T Shares and any parity securities will be entitled to participate (pro rata based on the number of
K-I Shares, K Shares, K-T Shares and parity securities). In the case of such distributions, the holders of
our K-I Shares, K Shares, K-T Shares and any parity securities will receive, pari passu with the holders of A
Shares and B Shares, 50% of any 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 (as defined under
“Management Compensation — Payment upon Other Advisory Agreement Termination”). Our board of
directors will determine annually, other than upon a liquidation, the amount, if any, of “excess cash” and
will authorize distribution payments of any excess cash on an annual basis. “Excess cash” will equal any
cash available for distribution after the board establishes working capital reserves or other reserves it deems
necessary (but excluding net sales proceeds from the sale of our assets) and after the full payment of (i) all
accumulated, accrued, and unpaid distributions on our K-I Shares, K Shares, K-T Shares and any parity
securities; (ii) the full asset management fees payable to our advisor, including any deferred amounts and
any interest accrued thereon; and (iii) all accumulated, accrued and unpaid common ordinary distributions,
as described below under “— A Shares — Distribution Rights.”
In addition, if we sell properties generating net cash proceeds other than in accordance with a plan of
liquidation, our board of directors will have the right to redeploy that capital, including any profits realized
on the sale of such properties, although our board generally expects to attempt to minimize any taxes
payable at regular corporate tax rates arising from any failure to distribute all of our net capital gains.
Alternatively, our board may authorize a distribution on the K-I Shares, K Shares, K-T Shares and any
parity securities, which would first be applied against any accumulated, accrued, and unpaid distributions
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on the K-I Shares, K Shares, K-T Shares and any parity securities, and then would be applied to reduce the
liquidation preference due on such K-I Shares, K Shares, K-T Shares and any parity securities in a
liquidation, as described below. Any such distributions arising from the proceeds of the sale of our assets,
except to the extent they are applied against any accumulated, accrued, and unpaid distributions on the
K-I Shares, K Shares, K-T Shares and any parity securities, would also decrease the K-I Share Distribution
Base, K Share Distribution Base, and K-T Share Distribution Base.
Liquidation. Upon any voluntary or involuntary liquidation or dissolution of our company, which we
refer to as a liquidation event, before any distribution or payment may be made to holders of the A Shares
and B Shares, the holder of each K-I Share, K Share, K-T Share and parity security will be entitled to be
paid out of our assets legally available for distribution, after payment or provision for our debts and
liabilities (excluding any deferred asset management fees, acquisition fees and disposition fees (plus interest
accrued thereon), as discussed below under “— Liquidation — Deferred Fees”), a liquidation preference.
The liquidation preference for each K-I Share, K Share, and K-T Share will initially equal $10.00, $10.00,
and $10.00 per share, plus an amount equal to any and all accumulated, accrued, and unpaid 7.0%
distributions on K-I Shares, K Shares and K-T Shares (whether or not authorized) up to and including the
date of payment on such K-I Share, K Share and K-T Share. The liquidation preference may be reduced as
a result of the payment of distributions on our K-I Shares, K Shares and K-T Shares arising from the
distribution of net sales proceeds. See “— Special Distributions” immediately above. The liquidation
preference on parity securities will be determined at the time, if any, that our board of directors authorizes
a class or series of parity securities, but such liquidation preference would operate in all material respects in
the manner described for the K-I Shares, K Shares, and K-T Shares.
In addition, upon a liquidation event, 50% (or 87.5% if the A Shares have been repurchased in
connection with a Non-cause Advisory Agreement Termination) of any remaining liquidation cash (as
described below) available for distribution by us (as determined by our board, in its discretion) will be paid
to the holders of the K-I Shares, K Shares, K-T Shares and any parity securities, pro rata based on the
number of K-I Shares, K Shares, K-T Shares and parity securities outstanding. “Remaining liquidation
cash” means all cash available for distribution, as determined by our board after (i) payment in full of, or
the setting aside of reserves for, all of our debts and liabilities, limited, in the case of non-recourse liabilities
secured by properties, to the value of those properties, and excluding liabilities for the payment of deferred
asset management fees, acquisition fees, and disposition fees (and any interest accrued thereon);
(ii) payment in full of the liquidation preference on all outstanding K-I Shares, K Shares, K-T Shares and
any parity securities; (iii) the full asset management fees are paid, including any deferred amounts and
interest accrued thereon; (iv) the full acquisition fees and disposition fees are paid, including any interest
accrued thereon; (v) all accrued common ordinary distributions on our A Shares are paid (as described
below under “Description of Capital Stock — A Shares — Distribution Rights”); and (vi) payment in full
of the stated value of all outstanding A Shares (as described below under — Liquidation — Stated Value of
A Shares.” We intend to invest 100% of the proceeds from K-I Shares, K Shares and K-T Shares in assets,
therefore holders of our K-I Shares, K Shares and K-T Shares would be limited in their potential return on
investment should we return in excess of 9.84% on their investment, as described in the answer to the
question “How does the potential return to holders of K-I Shares, K Shares and K-T Shares in this offering
compare to the potential return to stockholders of other publicly registered, non-traded REITs?” beginning on
page 16 of the prospectus.
Merger or Acquisition Transaction. Pursuant to our charter, if we enter into a merger or acquisition
transaction, the merger or acquisition consideration would be distributed amongst our stockholders,
including holders of K-I Shares, K Shares, K-T Shares and any parity securities, pursuant to the same order
of priority as if we liquidated for an amount equal to the aggregate consideration payable in such merger or
acquisition transaction. See “— Liquidation” below.
Conversion of K-T Shares. Each K-T Share sold in our primary offering and any associated K-T
Share issued pursuant to our DRIP will automatically and without any action on the part of the holder
thereof convert into a number of K Shares equal to a fraction, the numerator of which is the estimated
NAV per K-T Share and the denominator of which is the estimated NAV per K Share, on the earliest of
(i) the end of the month in which our transfer agent, on our behalf, determines that the aggregate
underwriting compensation paid from all sources with respect to the offering in which such K-T Share was
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sold equals 10% of the gross proceeds from the sale of shares in the primary portion of such offering
(i.e., excluding proceeds from our DRIP), (ii) the end of the month in which our transfer agent, on our
behalf, determines that total underwriting compensation, including selling commissions, dealer manager
fees, the stockholder servicing fee and other elements of underwriting compensation with respect to such
K-T Share, exceeds 10% of the total gross investment amount at the time of purchase of such K-T Share,
(iii) the end of the month in which our transfer agent, on our behalf, determines that the stockholder
servicing fee paid with respect to such K-T Share exceeds 3% of the total gross investment amount at the
time of purchase of such K-T Share, (iv) the date on which the holder of such K-T Share or its agent
notifies us or our agent that such holder is represented by a new participating broker-dealer unless such new
participating broker-dealer enters into a participating dealer agreement or otherwise agrees to ongoing
services set forth in the dealer manager agreement or (v) the listing of any class or series of our stock on a
national securities exchange, the merger or consolidation of the company or the sale of all or substantially
all of our assets.
B Shares
B Shares will not be sold to investors as part of this offering. We issued B Shares to the Service
Provider in a private placement under Section 4(a)(2) of the Securities Act. The holders of B Shares have no
voting rights, other than the right to vote on and approve any further issuances of or increase in the
authorized number of B Shares and any amendments to our charter that would disproportionately
adversely impact the rights, preferences or privileges of the B Shares. Except for those special distributions
and payments described below, the holders of B Shares hold no other rights under our charter, including
rights to participate in stockholder meetings or to receive any other distributions on liquidation.
Special Distributions. In certain situations, we may have excess cash (as defined under the heading
“— K-I Shares, K Shares and K-T Shares — Special Distributions”), and our board of directors may
authorize special distributions in which holders of our B Shares will be entitled to participate (pro rata
based on the number of B Shares). In the case of such distributions, the B Shares will receive, pari passu
with the holders of A Shares, K-I Shares, K Shares, K-T Shares and parity securities, 12.5% of any such
excess cash. Our board of directors will determine annually, other than upon a liquidation, the amount, if
any, of “excess cash” and will authorize distribution payments of any excess cash on an annual basis.
Liquidation. Upon our liquidation, 12.5% of any remaining liquidation cash (as described under
“— K-I Shares, K Shares and K-T Shares — Liquidation” above) available for distribution by us (as
determined by our board, in its discretion) will be paid to the holders of the B Shares, pro rata based on the
number of B Shares.
Merger or Acquisition Transaction. Pursuant to our charter, if we enter into a merger or acquisition
transaction, the merger or acquisition consideration would be distributed amongst our stockholders,
including holders of B Shares, pursuant to the same order of priority as if we liquidated for an amount
equal to the aggregate consideration payable in such merger or acquisition transaction. See
“— Liquidation” below. See also “Management Compensation — Payment Upon an M&A Transaction”.
Listing. Pursuant to our charter, if we list any of our shares of capital stock on a national securities
exchange (which automatically results in a termination of the advisory agreement) we will repurchase the
B Shares as described under “— Listing Event” below. See also “Management Compensation — Payment
Upon Listing of Our Shares”.
A Shares
Subject to the restrictions in our charter on the ownership and transfer of stock and except as may
otherwise be specified in our charter, each holder of A Shares will be entitled at each meeting of our
stockholders to one vote per A Share owned by such stockholder on all matters submitted to a vote of our
stockholders, including but not limited to the election of our directors.
The intended use of proceeds from the sale of A Shares to our advisor and its affiliates in a private
placement is to fund (i) our payment of our organization and offering expenses, including the selling
commissions, stockholder servicing fees, dealer manager fees and expense reimbursements payable to the
dealer manager, (ii) an amount equal to the difference between $10.00 per K-I Share and the $7.95 per K-I
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share initial purchase price of K-I Shares sold in the primary offering (in order that we will have an amount
equal to $10.00 per K-I Share available for investment in assets), and (iii) an amount equal to any discount
on the offering price of K-I Shares, K Shares and K-T Shares arising from reduced or waived selling
commissions (other than reduced selling commissions for volume discounts) or dealer manager fees (in
order that we will have an amount equal to $10.00 per K-I Share, K Share and K-T Share available for
investment in assets). In some cases, however, particularly early in our life, in order to finance the
acquisition of properties, we may use the proceeds of the sale of A Shares to our advisor and its affiliates to
acquire properties. To the extent we use the proceeds from the sale of A Shares to acquire properties, we
would sell additional A Shares to our adviser and its affiliates to pay for the organization and offering
expenses of the K Shares, K-I Shares and K-T Shares.
As described below, our advisor and its affiliates will purchase A Shares in amounts sufficient to fund
(i) our payment of our organization and offering expenses, including selling commissions, stockholder
servicing fees, dealer manager fees and expense reimbursements payable to the dealer manager, (ii) an
amount equal to the difference between $10.00 per K-I Share and the $7.95 per K-I share purchase price of
K-I Shares sold in the primary offering and (iii) an amount equal to any discount on the offering price of
K-I Shares, K Shares and K-T Shares arising from reduced or waived selling commissions (other than
reduced selling commissions for volume discounts) or dealer manager fees.
Advisor’s Obligation to Purchase A Shares. Our advisor and its affiliates have agreed to purchase
A Shares at $10.00 per A Share in a private placement pursuant to Section 4(a)(2) of the Securities Act, for
which no selling commissions, dealer manager fees or other organization and offering expenses are payable,
in order to provide us with funds sufficient to pay the selling commissions, dealer manager fees, stockholder
servicing fees, the difference between the applicable NAV per KShare and applicable offering price per
K-I Share in our primary offering, the difference between any discounted purchase price and the offering
price of K-I Shares, K Shares and K-T Shares (excluding volume discount purchases),and other
organization and offering expenses related to the K-I Shares, K Shares and K-T Shares in this offering
Distribution Rights. Following the payment in full of all accumulated, accrued, and unpaid
distributions on the K-I Shares, K Shares, K-T Shares and any parity securities, and the payment of any
accrued asset management fees (and any interest thereon), each A Share will be entitled to receive, when
and as authorized by our board and declared by us, out of legally available funds, distributions on each
A Share at a rate not to exceed 7.0% of the stated value of an A Share ($10.00) from income and cash flow
from ordinary operations on a cumulative basis. We refer to such distributions as “common ordinary
distributions.” Except in the case of a liquidation, A Shares are not entitled to participate or receive any
distributions on account of net sales proceeds arising from the sale of properties.
The distributions on the A Shares will accrue on each such share, whether or not authorized by our
board and declared by us and whether or not there are funds legally available for the payment of such
distributions, on a cumulative basis, from the date of issuance of such A Share. Distributions on the
A Shares will accrue on a daily basis and will be payable in arrears to holders of record as they appear in
our stock records at the close of business on the applicable record date, if any, selected by our board of
directors. The timing and amount of common ordinary distributions will be determined by our board, in its
sole discretion, and may vary. To the extent necessary to preserve our status as a REIT, we will not be
prohibited from declaring or paying or setting apart for payment any dividend or other distribution on the
A Shares or any other junior security.
Special Distributions. In certain situations, we may have excess cash (as defined above under the
heading “— K-I Shares, K Shares and K-T Shares — Special Distributions”), and our board of directors
may authorize special distributions in which holders of our A Shares will be entitled to participate (pro rata
based on the number of A Shares). In the case of such distributions, the holders of A Shares will receive,
pari passu with the holders of K-I Shares, K Shares, K-T Shares, parity securities, and B Shares, a special
distribution equal to 37.5% of such excess cash (unless all such A Shares previously have been repurchased
because of 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-I Shares, K Shares, K-T Shares
and any parity securities). We expect that our board of directors will authorize payments of any excess cash
on an annual basis.
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Liquidation. Upon our liquidation, as described under “— Liquidation — Stated Value of A Shares”
below, each holder of A Shares will be entitled to be paid out of our assets legally available for distribution,
after payment or provision for our debts and liabilities and the other amounts described under
“— Liquidation,” an amount equal to the stated value ($10.00) of an A Share for each A Share then held.
In addition, if there is any remaining liquidation cash (as described above under “— K-I Shares, K Shares
and K-T Shares — Liquidation” and as determined by our board, in its discretion) the holders of A Shares
will receive a distribution of 37.5% of the remaining liquidation cash, pro rata based on the number of A
Shares (unless all such A Shares previously have been repurchased because of 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-I Shares, K Shares, K-T Shares and any parity securities).
Merger or Acquisition Transaction. Pursuant to our charter, if we enter into a merger or acquisition
transaction, the merger or acquisition consideration would be distributed amongst our stockholders,
including holders of A Shares, pursuant to the same order of priority as if we liquidated for an amount
equal to the aggregate consideration payable in such merger or acquisition transaction. See
“— Liquidation” below.
Listing. Pursuant to our charter, if we list any of our shares of capital stock on a national securities
exchange, our board of directors must give prior notice of such listing to the holders of A Shares, and such
holders of A Shares (including our advisor and its affiliates) will have the right to either (a) receive one
share of the applicable listed share in exchange for each A Share held as of the date our board gives notice
of an intended listing to our holders of A Shares (to be effective on the date of such listing) or (b) require
us to repurchase each A Share for the consideration described under “— Listing Event”, which will equal
the amount each A Share would be entitled to receive if we liquidated and received liquidation proceeds
equal to the “market value” of our company (as defined in “— Listing Event”). Each holder of A Shares
will have at least 20 days to make such election.
Advisory Agreement Termination. The holders of A Shares may also be entitled to receive amounts
similar to those described above if we terminate our advisory agreement in the event of a Non-cause
Advisory Agreement Termination (i.e., if we terminate our advisory agreement without cause and other
than in connection with a liquidity event or if we elect not to renew it).
Distributions
The timing of the distributions will be determined by our board of directors. 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 this 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 of only paying distributions from cash flows from
operations or capital transactions (other this or other securities offerings, but which may include the sale of
one or more assets). 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 distribution, to satisfy the preferential rights upon dissolution of
holders of K-I Shares, K Shares, K-T Shares and any parity securities 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 currently pay regular quarterly distributions to our stockholders, and while our goal is to declare
and pay distributions on our K-I Shares, K Shares and K-T Shares on a monthly basis as of daily record
dates, initially we expect to declare and pay distributions on our K-I Shares, K Shares and K-T Shares on a
quarterly basis as of daily record dates. If we raise $150,000,000 in K-I Shares, K Shares and K-T Shares
within one year and we are able to deploy that capital in accordance with our strategic plan, we believe that
we will be in a position to pay monthly distributions on our K-I Shares, K Shares and K-T Shares at that
time. We can provide no assurance that we will be able to pay distributions on our K-I Shares, K Shares or
K-T Shares. Distributions will be authorized at the discretion of our board of directors, which will be
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influenced in part by its intention to comply with the REIT requirements of the Internal Revenue Code. We
intend to make distributions sufficient to meet the annual distribution requirement and to avoid U.S. federal
income and excise taxes on our earnings; however, it may not always be possible to do so. Each distribution
will be accompanied by a notice which sets forth: (a) the record date; (b) the amount per share that will be
distributed; (c) the equivalent annualized yield; and (d) the amount and percentage of the distributions paid
from operations, offering proceeds and other sources. The funds we receive from operations that are
available for distribution may be affected by a number of factors, including the following:
•

the amount of time required for us to invest the funds received in the offering;

•

our operating and interest expenses;

•

operating results of our properties;

•

the amount of dividends or other distributions received by us from our indirect real estate
investments;

•

our ability to keep our properties occupied;

•

our ability to maintain or increase rental rates when renewing or replacing current leases;

•

capital expenditures and reserves for such expenditures;

•

the issuance of additional shares; and

•

financings and refinancings.

Further, our cash flows may not be sufficient to offset any shortfalls that may occur as a result of the
seasonality of the hospitality industry, in which case we may have to reduce distributions or enter into
short-term borrowings in some quarterly periods in order to make distributions to our stockholders.
We must annually distribute at least 90% of our REIT taxable income (which does not equal net
income as calculated in accordance with GAAP), determined without regard to the deduction for dividends
paid and excluding net capital gain, in order to meet the requirements for qualification as a REIT under the
Internal Revenue Code. This 90% requirement is described in greater detail in the “Material U.S. Federal
Income Tax Considerations” section of this prospectus. Our board of directors may authorize distributions
in excess of this percentage as it deems appropriate. Because we may receive income from interest or rents at
various times during our fiscal year, distributions may not reflect our income earned in that particular
distribution period, but may be made in anticipation of cash flow that we expect to receive during a later
period and may be made in advance of actual receipt of funds in an attempt to make distributions relatively
uniform. To allow for such differences in timing between the receipt of income and the payment of
expenses, and the effect of required debt payments, among other things, we could be required to borrow
funds from third parties on a short-term basis, issue new securities, or sell assets to meet the distribution
requirements that are necessary to achieve the tax benefits associated with qualifying as a REIT. These
methods of obtaining funding could affect future distributions by increasing operating costs and decreasing
available cash. In addition, such distributions may constitute a return of capital. Because our board of
directors has adopted a policy to refrain from funding distributions with offering proceeds, we plan to fund
distributions from cash flows from operations and capital transactions (other than this or other securities
offerings, but which may include the sale of one or more assets) and we do not expect to use return of
capital sources to pay distributions. See the section entitled “Material U.S. Federal Income Tax
Considerations” in this prospectus.
Distributions in kind will not be permitted, except for:
•

distributions of readily marketable securities;

•

distributions of beneficial interests in a liquidating trust established for our dissolution and the
liquidation of our assets in accordance with the terms of the charter; or

•

distributions of in-kind property, so long as, with respect to such in-kind property, the board of
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directors advises each stockholder of the risks associated with direct ownership of the property,
offers each stockholder the election of receiving in-kind property distributions, and distributes
in-kind property only to those stockholders who accept the directors’ offer.
We authorized payment of distributions to the holders of K Shares based on daily record dates for
each day during the period commencing July 1, 2017 through December 31, 2020 and to the holders of K-I
Shares and K-T Shares commencing October 1, 2018 through December 31, 2020. The distributions were
calculated at a rate of $0.00016438356 per K Share, K-I Share and K-T Share per day, which if paid each
day over a 365-day period is equivalent to a 6.00% annualized distribution rate based on a distribution rate
of $10.00 per share of K Shares, $10.00 per share of K-I Shares and $10.00 per share of K-T Shares. There
were no distributions accrued or paid for Class A common stock as of December 31, 2020.
Quarter Ended

Date Paid

Cash
Distribution

Distribution Paid
Pursuant to DRIP

Total Amount of
Distribution

December 31, 2019 . . . . . . . . . . . . . .

January 31, 2020

$ 393,701

$ 56,696

$ 450,397

March 31, 2020 . . . . . . . . . . . . . . . .

May 1, 2020

544,566

—

544,566

June 30, 2020 . . . . . . . . . . . . . . . . .

November 12, 2020

593,989

96,211

690,200

September 30, 2020 . . . . . . . . . . . . .

November 16, 2020

Total . . . . . . . . . . . . . . . . . . . . . . .

180,916

30,669

211,585

$1,713,172

$183,576

$1,896,748

$

December 31, 2018 . . . . . . . . . . . . . .

January 31, 2019

$ 193,802

1,176

$ 194,978

March 31, 2019 . . . . . . . . . . . . . . . .
June 30, 2019 . . . . . . . . . . . . . . . . .
September 30, 2019 . . . . . . . . . . . . .

May 1, 2019
August 2, 2019
November 1, 2019

224,012
277,869
347,007

6,074
17,374
36,703

230,086
295,243
383,710

$1,042,690

$ 61,327

$1,104,017

$

61,071
102,690
147,590
183,082

$

—
—
—
—

$

$ 494,433

$

—

$ 494,433

Total . . . . . . . . . . . . . . . . . . . . . . .
December 31, 2017 .
March 31, 2018 . . .
June 30, 2018 . . . .
September 30, 2018

.
.
.
.

.
.
.
.

.
.
.
.

.
.
.
.

.
.
.
.

.
.
.
.

.
.
.
.

.
.
.
.

.
.
.
.

.
.
.
.

.
.
.
.

.
.
.
.

.
.
.
.

February 9, 2018
May 29, 2018
August 23, 2018
October 25, 2018

Total . . . . . . . . . . . . . . . . . . . . . . .

61,071
102,690
147,590
183,082

Restrictions on Transfer
REIT Qualification Protections
To assist us in complying with the REIT qualification requirements imposed by the Internal Revenue
Code, our charter will prohibit, with certain exceptions, any stockholder from beneficially or constructively
owning, applying certain attribution rules under the Internal Revenue Code, more than 9.8% in value of the
aggregate of our outstanding shares of capital stock (which includes K-I Shares, K Shares and K-T Shares
we may issue in this offering) or more than 9.8% (in value or number of shares, whichever is more
restrictive) of any class or series of shares of our stock. The board of directors may, in its sole discretion,
prospectively or retroactively, waive the 9.8% ownership limit with respect to, or establish an excepted
holder limit for, a particular stockholder if evidence satisfactory to our directors is presented that such
ownership will not then or in the future jeopardize our status as a REIT. Our advisor and its affiliates will
be exempt from these restrictions with respect to their ownership of A Shares.
Our charter will impose other restrictions designed to protect our status as a REIT, including a
prohibition on transferring shares of our capital stock if such transfer would result in our capital stock
being beneficially owned by fewer than 100 persons, would result in us being “closely held” under the
Internal Revenue Code, or would otherwise cause us to fail to qualify as a REIT.
Any attempted transfer of our stock which, if effective, would result in our stock being beneficially
owned by fewer than 100 persons will be null and void and the proposed transferee will acquire no rights in
such stock. In the event of any attempted transfer of our stock which, if effective, would result in
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(1) violation of the ownership limit discussed above, (2) our being “closely held” under Section 856(h) of
the Internal Revenue Code or (3) our otherwise failing to qualify as a REIT (including by owning, directly
or indirectly, 10% or more of the ownership interests in any tenant or subtenant, other than certain taxable
REIT subsidiaries), then the number of shares causing the violation (rounded to the nearest whole share)
will be automatically transferred to a trust for the exclusive benefit of one or more charitable beneficiaries,
and the proposed transferee will not acquire any rights in the shares. To avoid confusion, these shares so
transferred to a beneficial trust are referred to in this prospectus as “Excess Securities.” Excess Securities
will remain issued and outstanding shares and will be entitled to the same rights and privileges as all other
shares of the same class or series. The trustee of the beneficial trust, as holder of the Excess Securities, will
be entitled to receive all distributions authorized by our board of directors on such securities for the benefit
of the charitable beneficiary. Our charter entitles the trustee of the beneficial trust to vote all Excess
Securities and, subject to Maryland law, to rescind as void any vote cast by the proposed transferee prior to
our discovery that the shares have been transferred to the beneficial trust and to recast the vote in
accordance with the desires of the trustee acting for the benefit of the charitable beneficiary. However, if we
have already taken irreversible corporate action, then the trustee will not have the authority to rescind and
recast the vote. If the transfer to the beneficial trust would not be effective for any reason to prevent a
violation of the limitations on ownership and transfer, then the transfer of that number of shares that
otherwise would cause the violation will be null and void, with the proposed transferee acquiring no rights
in such shares.
Within 20 days of receiving notice from us that the Excess Securities have been transferred to the
beneficial trust, the trustee of the beneficial trust shall sell the Excess Securities. The trustee of the beneficial
trust may select a transferee to whom the Excess Securities may be sold as long as such sale does not violate
the 9.8% ownership limit or the other restrictions on ownership and transfer. Upon sale of the Excess
Securities, the intended transferee (the transferee of the Excess Securities whose ownership would violate
the 9.8% ownership limit or the other restrictions on ownership and transfer) will receive from the trustee of
the beneficial trust the lesser of such sale proceeds (net of any commissions and other expenses of sale) or
the price per share the intended transferee paid for the Excess Securities (or, in the case of a gift or devise to
the intended transferee, the price per share equal to the market value per share on the date of the transfer to
the intended transferee). The trustee may reduce the amount payable to the intended transferee upon such
sale by the amount of any dividends and other distributions we pay to an intended transferee on Excess
Securities prior to our discovery that such Excess Securities have been transferred in violation of the
provisions of the charter. The trustee of the beneficial trust will distribute to the charitable beneficiary any
amount the trustee receives in excess of the amount to be paid to the intended transferee. If, prior to our
discovery that shares of our stock have been transferred to the beneficial trust, the shares are sold by the
intended transferee, then the shares will be deemed to have been sold on behalf of the beneficial trust and,
to the extent that the intended transferee received an amount for the shares that exceeds the amount such
intended transferee was entitled to receive, the excess shall be paid to the trustee upon demand.
In addition, Excess Securities will be deemed to have been offered for sale to us or our designee at a
price per share equal to the lesser of the price per share in the transaction that resulted in the transfer of the
Excess Securities to the beneficial trust (or, in the case of a devise or gift, the market price at the time of
such devise or gift) and the market price on the date we or our designee accept such offer. We will have the
right to accept such offer until the trustee of the beneficial trust has sold the Excess Securities. Upon such a
sale to us, the interest of the charitable beneficiary in the Excess Securities sold will terminate and the
trustee of the beneficial trust will distribute the net proceeds of the sale to the intended transferee. We may
reduce the amount payable to the intended transferee upon such sale by the amount of any dividends and
other distributions we pay to an intended transferee on Excess Securities prior to our discovery that such
Excess Securities have been transferred in violation of the provisions of the charter. We may pay the
amount of such reduction to the trustee for the benefit of the charitable beneficiary.
If our board of directors or a committee thereof determines that a proposed transfer or other event
has taken place that violates the restrictions on ownership and transfer of our stock set forth in our charter,
our board of directors or such committee may take such action as it deems necessary to refuse to give effect
to or to prevent such transfer, including, but not limited to, causing us to redeem shares of stock, refusing
to give effect to the transfer on our books or instituting proceedings to enjoin the transfer.
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Any person who acquires or attempts or intends to acquire shares in violation of the foregoing
restrictions, or would have owned shares that resulted in a transfer to a charitable trust, is required to give
us immediate written notice or, in the case of a proposed or attempted transaction, 15 days’ written notice
prior to such transaction. In both cases, such persons must provide to us such other information as we may
request in order to determine the effect, if any, of such transfer on our status as a REIT. The foregoing
restrictions will continue to apply until our board of directors determines it is no longer in our best interests
to continue to qualify as a REIT or that compliance with these restrictions is no longer required for us to
qualify as a REIT.
The ownership limit does not apply to the underwriter in a public offering or private placement of
shares or to a person or persons exempted (prospectively or retroactively) from the ownership limit by our
board of directors based upon certain representations and undertakings required by our charter and other
appropriate assurances that our qualification as a REIT is not jeopardized. Any person who owns more
than 5% of the outstanding shares during any taxable year will be asked to deliver a notice setting forth the
number of shares beneficially owned, directly or indirectly. The securities offered hereby have not been
registered under the Securities Act or the securities laws of any state and are being offered and sold in
reliance upon exemptions from the registration requirements of the Securities Act and such state securities
laws. The securities offered hereby may not be transferred or resold except as permitted under the Securities
Act and applicable state securities laws pursuant to registration or exemption therefrom.
Minimum Purchase Transfer Restrictions
You must initially invest at least $4,000 in any combination of our K-I Shares, K Shares or K-T Shares
to be eligible to participate in this offering.
A stockholder may not transfer fewer shares than the minimum purchase requirement. Unless a
stockholder is transferring all of its shares of our common stock, a stockholder may not transfer your
shares in a manner that causes the stockholder or its transferee to own fewer than the number of shares
required to meet the minimum purchase requirements, except for the following transfers made without
consideration: (a) transfers by gift, (b) transfers by inheritance, (c) intrafamily transfers, (d) family
dissolutions, (e) transfers to affiliates and (f) transfers by operation of law. These minimum purchase
requirements are applicable until our shares of common stock are listed on a national securities exchange,
and these requirements may make it more difficult for our stockholders to sell their shares.
Amended and Restated Share Repurchase Program
On March 20, 2020, our board of directors decided to temporarily suspend repurchases under our
share repurchase program effective with repurchase requests that would otherwise be processed in
April 2020 due to the negative impact of the COVID-19 pandemic on our portfolio to date; provided,
however, we would continue to process repurchases due to death in accordance with the terms of our share
repurchase program. On June 10, 2020, the Company’s board of directors determined to fully reopen the
share repurchase program to all repurchase requests commencing with the next quarter repurchase date,
which was in July 2020. We will announce any updates concerning our share repurchase program in future
filings with the SEC. Any unprocessed requests will automatically roll over to be considered for repurchase
when we fully reopen our share repurchase program, unless a stockholder withdraws the request for
repurchase five business days prior to the next repurchase date.
Our share repurchase program, as described below, may provide eligible stockholders with limited,
interim liquidity by enabling them to sell shares back to us, subject to restrictions and applicable law.
Stockholders are not required to sell their shares to us. The share repurchase program is only intended to
provide interim liquidity for stockholders until a liquidity event occurs, such as the commencement of
execution on a plan of liquidation, the listing of our K Shares, K-I Shares or K-T Shares (or successor
security) on a national securities exchange, or our merger with a listed company. We cannot guarantee that
a liquidity event will occur.
Repurchase of Shares. A holder of K Shares, K-I Shares or K-T Shares, as applicable, must have
beneficially held its shares for at least one year prior to offering them for sale to us through our share
repurchase program, unless the K Shares, K-I Shares or K-T Shares, as applicable, are being repurchased in
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connection with a stockholder’s death, qualifying disability (as defined herein) or other exigent
circumstance as determined by our board of directors in its sole discretion. If you have made more than
one purchase of K Shares, K-I Shares or K-T Shares in our primary offering, and/or private offering, the
one-year holding period will be calculated separately with respect to each such purchase. The Company
may, at its sole discretion, repurchase K Shares, K-I Shares and K-T Shares presented to the Company for
cash to the extent it has sufficient funds to do so and subject to the conditions and limitations set forth
herein. Repurchases of our shares generally will be made quarterly. Shares repurchased under our share
repurchase 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. We will not
pay our sponsor, board of directors, advisor or their affiliates any fees to complete transactions under the
share repurchase program.
Purchase Price. The per share repurchase price will depend on the length of time you have held such
shares as follows:
•

after one year from the purchase date, 92.5% of the most recent per share net asset value of the
K Shares, K-I Shares or K-T Shares, as applicable;

•

after two years from the purchase date, 95% of the most recent per share net asset value of the
K Shares, K-I Shares or K-T Shares, as applicable;

•

after three years from the purchase date, 97.5% of the most recent per share net asset value of the
K Shares, K-I Shares or K-T Shares, as applicable; and

•

after four years from the purchase date, 100% of the most recent per share net asset value of the
K Shares, K-I Shares or K-T Shares, as applicable.

Shares repurchased in connection with a stockholder’s death or qualifying disability will be
repurchased at a purchase price per share equal to 100% of the most recent per share net asset value of the
K Shares, K-I Shares and K-T Shares, as applicable. Notwithstanding the foregoing, pursuant to securities
laws and regulations, at any time we are 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 our board of directors, within one year
from the purchase date will be repurchased at a price per share equal to the price per share we 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 our common stock. If we have sold any
properties and have made one or more special distributions to our 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. Our
board of directors will, in its sole discretion, determine which distributions, if any, constitute a special
distribution. While our board of directors does not have specific criteria for determining a special
distribution, we expect that a special distribution will occur only upon the sale of a property and the
subsequent distribution of net sale proceeds.
No Encumbrances. All shares presented for repurchase must be owned by the stockholder(s) making
the presentment, or the party presenting the shares must be authorized to do so by the owner(s) of the
shares. Such shares must be fully transferable and not subject to any liens or encumbrances. Upon receipt of
a request for repurchase, we may conduct a Uniform Commercial Code search to ensure that no liens are
held against the shares. Any costs in conducting the Uniform Commercial Code search will be borne by us.
Holding Period. Only our K Shares, K-I Shares and K-T Shares that have been held by the presenting
stockholder for at least one year are eligible for repurchase, except under certain limited circumstances.
a.

Distribution Reinvestment Plan Shares. In the event that we repurchase all of your shares, any shares
that you purchased pursuant to our DRIP will be excluded from the one-year holding requirement.
Such shares will be repurchased at a discount based on the applicable holding period of the associated
primary shares. In the event that you request a repurchase of all of your shares, and you are
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participating in the DRIP, you will be deemed to have notified us, at the time you submit your
repurchase request, that you are terminating your participation in the DRIP and have elected to receive
future distributions in cash. This election will continue in effect even if less than all of your shares are
accepted for repurchase unless you notify us that you wish to resume your participation in our DRIP.
b.

Death of a Stockholder. Subject to the conditions and limitations described below, we will repurchase
our K Shares, K-I Shares and K-T Shares held for less than one year upon the death of a stockholder
who is a natural person, including shares held by such stockholder through a revocable grantor trust,
or an IRA or other retirement or profit-sharing plan, after receiving written notice from the estate of
the stockholder, the recipient of the shares through bequest or inheritance, or, in the case of a
revocable grantor trust, the trustee of such trust, who shall have the sole ability to request repurchases
on behalf of the trust, within two years from the date of death. If spouses are joint registered holders
of the shares, the request to repurchase the shares may be made only if both registered holders die. The
waiver of the one-year holding period will not apply to a stockholder that is not a natural person, such
as a trust (other than a revocable grantor trust), partnership, corporation or other similar entity.

c.

Qualifying Disability. Subject to the conditions and limitations described below, we will repurchase
K Shares, K-I Shares and K-T Shares held for less than one year requested by a stockholder who is a
natural person, including shares of our common stock held by such stockholder through a revocable
grantor trust, or an IRA or other retirement or profit-sharing plan, with a “qualifying disability” as
defined herein, after receiving written notice from such stockholder within two years from the date of
the qualifying disability, provided that the condition causing the qualifying disability was not
pre-existing on the date that the stockholder became a stockholder. The waiver of the one-year holding
period will not apply to a stockholder that is not a natural person, such as a trust (other than a
revocable grantor trust), partnership, corporation, or similar entity.
In order for a disability to be considered a “qualifying disability,” (1) the stockholder must receive a
determination of disability based upon a physical or mental condition or impairment arising after the
date the stockholder acquired the Shares to be redeemed, and (2) such determination of disability must
be made by the governmental agency responsible for reviewing the disability retirement benefits that
the stockholder could be eligible to receive (the “applicable governmental agency”). The “applicable
governmental agencies” are limited to the following: (1) if the stockholder paid Social Security taxes
and therefore could be eligible to receive Social Security disability benefits, then the applicable
governmental agency is the Social Security Administration or the agency charged with responsibility
for administering Social Security disability benefits at that time if other than the Social Security
Administration; (2) if the stockholder did not pay Social Security benefits and therefore could not be
eligible to receive Social Security disability benefits, but the stockholder could be eligible to receive
disability benefits under the Civil Service Retirement System (“CSRS”), then the applicable
governmental agency is the U.S. Office of Personnel Management or the agency charged with
responsibility for administering CSRS benefits at that time if other than the Office of Personnel
Management; or (3) if the stockholder did not pay Social Security taxes and therefore could not be
eligible to receive Social Security benefits but suffered a disability that resulted in the stockholder’s
discharge from military service under conditions that were other than dishonorable and therefore could
be eligible to receive military disability benefits, then the applicable governmental agency is the
Veteran’s Administration or the agency charged with the responsibility for administering military
disability benefits at that time if other than the Veteran’s Administration.
Disability determinations by governmental agencies for purposes other than those listed above,
including but not limited to worker’s compensation insurance, administration or enforcement of the
Rehabilitation Act or Americans with Disabilities Act, or waiver of insurance premiums, will not
entitle a stockholder to the special repurchase terms applicable to stockholders with a “qualifying
disability” unless permitted in the discretion of our board of directors. Repurchase requests following
an award by the applicable governmental agency of disability benefits must be accompanied by: (1) the
investor’s initial application for disability benefits and (2) a Social Security Administration Notice of
Award, a U.S. Office of Personnel Management determination of disability under CSRS, a Veteran’s
Administration record of disability-related discharge or such other documentation issued by the
applicable governmental agency that we deem acceptable and demonstrates an award of the disability
benefits.
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We understand that the following disabilities do not entitle a worker to Social Security disability
benefits:
•

Disabilities occurring after the legal retirement age;

•

Temporary disabilities; and

•

Disabilities that do not render a worker incapable of performing substantial gainful activity.

Therefore, such disabilities will not qualify for the special repurchase terms except in the limited
circumstances when the investor is awarded disability benefits by the other “applicable governmental
agencies” described above. However, where a stockholder requests a repurchase of his or her shares due
to a disability, and such stockholder does not have a “qualifying disability” under the terms described
above, the board of directors may repurchase the stockholder’s shares in its discretion on the special
terms available for a qualifying disability.
d.

Involuntary Exigent Circumstance. Our board of directors may, in its sole discretion, waive the
one-year holding period requirement in the event of involuntary exigent circumstances such as
bankruptcy.

Funding and Operation of the Program. We are not obligated to repurchase shares of our common
stock under our share repurchase program. We will limit the number of shares repurchased pursuant to our
share repurchase program as follows: (1) we 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); and (2) funding for the repurchase of K Shares, K-I
Shares and K-T Shares will be limited to net proceeds we receive from the sale of shares under our DRIP
and any other operating funds that may be authorized by our board of directors, in its sole discretion. The
foregoing limits might prevent us from accommodating all repurchase requests made in any fiscal quarter or
in any 12-month period, in which case quarterly repurchases will be made pro rata, except as described
below. Further, our management and/or board of directors reserves the right, in its sole discretion at any
time, and from time to time, to reject any request for repurchase for any or no reason.
We will determine whether we have sufficient funds and/or shares available as soon as practicable after
the end of each fiscal quarter, but in any event prior to the applicable repurchase date. If we cannot
purchase all shares presented for repurchase in any fiscal quarter, based upon insufficient cash available
and/or the limit on the number of shares we may repurchase during any year, we will give first priority to
the repurchase of deceased stockholders’ shares. While deceased stockholders’ shares will be included in
calculating the maximum number of shares that may be repurchased in any annual period, they will not be
subject to the annual percentage caps; therefore, if the volume of requests to repurchase deceased
stockholders’ shares in a particular quarter were large enough to cause the annual cap to be exceeded, even
if no other repurchase requests were processed, the repurchases of deceased stockholders’ shares would be
completed in full, assuming sufficient proceeds from the sale of shares under our DRIP or other operating
funds authorized by our board of directors were available. If sufficient funds are not available to pay all
such repurchases in full, the requests to repurchase deceased stockholders’ shares would be honored on a
pro rata basis. We will next give priority to (i) requests of stockholders with qualifying disabilities, and in
the discretion of our 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
K Shares, K-I Shares and/or K-T Shares at the time we receive the request, in order to reduce the expense of
maintaining small accounts. Thereafter, we will honor the remaining quarterly repurchase requests on a
pro rata basis. Unfulfilled requests for repurchase will be carried over automatically to subsequent
repurchase periods unless a stockholder withdraws the request for repurchase five business days prior to the
next repurchase date.
Deadline for Presentment. Repurchases of our K Shares, K-I Shares and K-T Shares will be made
quarterly upon written request to us 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,
which we refer to as the “repurchase date.” Stockholders may withdraw their repurchase request at any time
up to five business days prior to the repurchase date.
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Account Minimum. In the event any stockholder fails to maintain a minimum balance of $2,000 of K
Shares, K-I Shares or K-T Shares, we may repurchase all of the shares held by that stockholder at the net
asset value repurchase price in effect on the date we determine that the stockholder has failed to meet the
minimum balance, less any applicable repurchase discount.
Termination, Amendment or Suspension of the Program. Our board of directors may suspend (in
whole or in part) the share repurchase program at any time and from time to time upon notice to our
stockholders and may amend or terminate the share repurchase program at any time upon 30 days’ prior
written notice to our stockholders. We will notify our stockholders of such developments (1) in a Current
Report on Form 8-K, in an annual or quarterly report, or (2) by means of a separate mailing to you. The
share repurchase program will terminate immediately if our shares are listed on any national securities
exchange.
During the year ended December 31, 2020, we fulfilled repurchase requests and repurchased K-I
Shares, K Shares and K-T Shares pursuant to our share repurchase program as follows:

Total Number
of Shares
Requested to be
Repurchased(1)

Period

Average Price
Paid per Share

Total Numbers
of Shares
Purchased as
Part of
Publicly
Announced
Plans and
Programs

January 1, 2020 — January 31, 2020 . . . . . . . . . .

—

$ —

—

February 1, 2020 — February 28, 2020 . . . . . . . .
March 1, 2020 — March 31, 2020 . . . . . . . . . . . .
April 1, 2020 — April 30, 2020 . . . . . . . . . . . . . .

—
23,500
—

$ —
$ —
$ —

—
—
—

May 1, 2020 — May 31, 2020 . . . .
June 1, 2020 — June 30, 2020 . . . .
July 1, 2020 — July 31, 2020 . . . .
August 1, 2020 — August 31, 2020

.
.
.
.

.
.
.
.

.
.
.
.

.
.
.
.

.
.
.
.

.
.
.
.

.
.
.
.

.
.
.
.

.
.
.
.

.
.
.
.

.
.
.
.

—
8,832
—
—

$
$
$
$

—
10
—
—

—
23,500
—
—

September 1, 2020 — September 30, 2020
October 1, 2020 — October 31, 2020 . . .
November 1, 2020 — November 30, 2020
December 1, 2020 — December 31, 2020 .

.
.
.
.

.
.
.
.

.
.
.
.

.
.
.
.

.
.
.
.

.
.
.
.

1,000
—
—
1,000

$8.03
$ —
$ —
$7.92

8,832
—
—
1,000

34,332

Approximate
Dollar Value
of Shares
Available
that may
yet be
Repurchased
under the
Program
(2)
(2)
(2)
(2)
(2)
(2)
(2)
(2)
(2)
(2)
(2)
(2)

33,332

(1) We generally repurchase shares on the last business day of the month following the end of each fiscal
quarter in which repurchase requests are received. As of December 31, 2020, there was one
outstanding and unfulfilled repurchase request for 1,000 K Shares.
(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 year ended December 31, 2020, we repurchased approximately $255,875 of K Shares,
$50,084 of K-I Shares and $7,920 of K-T Shares, which represented all repurchase requests received in
good order and eligible for repurchase through the December 31, 2020 repurchase date.
We generally repurchase shares approximately 30 days following the end of the applicable quarter in
which requests were received. As of December 31, 2020, there was one outstanding and unfulfilled
repurchase request for 1,000 K Shares.
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Reporting
We will register all securities offered in this offering under the Exchange Act on or before April 30 of
the calendar year in which we are required to register pursuant to Section 12 of the Exchange Act. We
immediately upon effectiveness of this offering, began filing quarterly, annual and other required reports
with the SEC.
Meetings and Special Voting Requirements
An annual meeting of our stockholders will be held each year, at least 30 days after delivery of our
annual report. The board members, including the independent directors, shall take reasonable steps to
ensure that this requirement is met. Special meetings of stockholders may be called only upon the request of
a majority of our board of directors, a majority of the independent directors, the chief executive officer, the
president or the chairman of the board and must be called by our secretary to act on any matter that may
be properly considered at a meeting of stockholders upon the written request of stockholders entitled to
cast at least 10% of the votes entitled to be cast on such matter proposed to be considered at the special
meeting. Holders of our K-I Shares, K Shares and K-T Shares will have identical voting rights, unless
otherwise required under Maryland law.
Upon receipt of a written request of stockholders entitled to cast at least 10% of the votes entitled to
be cast on a matter and that states the purpose(s) of the meeting, the secretary shall provide all
stockholders, within ten days after receipt of said request, written notice of the meeting and the purpose of
such meeting. Such meeting must be held on a date not less than 15 nor more than 60 days after the
distribution of such notice at a time and place specified in such notice, or, if none is specified, at a time and
place convenient to stockholders. The presence in person or by proxy of stockholders entitled to cast 50%
of all the votes entitled to be cast at a meeting of stockholders will constitute a quorum. Unless otherwise
provided by the Maryland General Corporation Law or our charter, the affirmative vote of a majority of all
votes cast is necessary to take stockholder action. With respect to the election of directors, each candidate
nominated for election to the board of directors must receive a majority of the votes present, in person or
by proxy, in order to be elected. Therefore, if a nominee receives fewer “for” votes than “withhold” votes in
an election, the nominee will not be elected.
Under Maryland law, a Maryland corporation generally cannot dissolve, amend its charter, merge,
convert, sell all or substantially all of its assets, engage in a share exchange or engage in similar transactions
outside the ordinary course of business, unless approved by the affirmative vote of stockholders entitled to
cast at least two-thirds of the votes entitled to be cast on the matter. However, a Maryland corporation may
provide in its charter for approval of these matters by a lesser percentage, but not less than a majority of all
of the votes entitled to be cast on the matter. Our charter provides for a majority vote of the holders of K-I
Shares, K Shares, K-T Shares and A Shares in these situations. Our charter further provides that, without
the approval of a majority of the shares entitled to vote on the matter, the board of directors may not:
•

amend the charter to materially and adversely affect the rights, preferences and privileges of our
stockholders;

•

amend charter provisions relating to director qualifications, fiduciary duties, liability and
indemnification, conflicts of interest, investment policies or investment restrictions;

•

cause our liquidation or dissolution after our initial investment in property;

•

sell all or substantially all of our assets other than in the ordinary course of business or as
otherwise permitted by law; or

•

cause our merger or similar reorganization expect as permitted by law.

Our advisor must be approved as our advisor by our directors. This determination will be made every
year upon the expiration of the advisory agreement. Although our stockholders do not have the ability to
vote to approve our advisor or to select a new advisor, stockholders holding K-I Shares, K Shares,
K-T Shares and A Shares do have the ability, by the affirmative vote of a majority of the shares entitled to
vote generally in the election of directors, to remove a director from our board.
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Inspection of Books and Records
Pursuant to our charter, any stockholder and any designated representative thereof will be permitted
access to our corporate records to which such stockholder is entitled under applicable law at all reasonable
times, and may inspect and copy any of them. As a part of our books and records, we will maintain at our
principal office an alphabetical list of the names of our stockholders, along with their addresses and
telephone numbers and the number of shares of capital stock held by each of them. We will update this
stockholder list at least quarterly and, except as provided below, it will be available for inspection at our
principal office by a stockholder owning A Shares, K-I Shares, K Shares, K-T Shares or B Shares or his or
her designated agent upon request of the stockholder. We will also mail this list to any holder of A Shares,
K-I Shares, K Shares, K-T Shares or B Shares within ten days of receipt of his or her request except as
provided below. The copy of the stockholder list will be printed in alphabetical order, on white paper and in
a type size no smaller than 10-point type. We may impose a reasonable charge for expenses incurred in
reproducing such list. Stockholders, however, may not sell or use this list for commercial purposes. The
purposes for which stockholders may request this list include matters relating to their voting rights.
If our advisor or our board of directors neglects or unreasonably refuses to exhibit, produce or mail a
copy of the stockholder list when properly requested, our advisor and/or board of directors, as the case
may be, shall be liable to the stockholder requesting the list for the costs, including attorneys’ fees, incurred
by that stockholder for compelling the production of the stockholder list and any actual damages suffered
by any stockholder for the neglect or refusal to produce the list. It shall be a defense that the actual purpose
and reason for the requests for inspection or for a copy of the stockholder list is not for a proper purpose
but is instead for the purpose of securing such list of stockholders or other information for the purpose of
selling such list or copies thereof, or of using the same for a commercial purpose other than in the interest
of the applicant as a stockholder relative to our affairs. We may require that the stockholder requesting the
stockholder list represent that the request is not for a commercial purpose unrelated to the stockholder’s
interest in us. The remedies provided by our charter to stockholders requesting copies of the stockholder
list are in addition to, and do not in any way limit, other remedies available to stockholders under federal
law, or the law of any state.
Business Combinations
Under the Maryland General Corporation Law, business combinations between a Maryland
corporation and an interested stockholder or the interested stockholder’s affiliate are prohibited for
five years after the most recent date on which the stockholder becomes an interested stockholder. For this
purpose, the term “business combination” includes mergers, consolidations, share exchanges, asset transfers
and issuances or reclassifications of equity securities. An “interested stockholder” is defined for this
purpose as: (1) any person who beneficially owns, directly or indirectly, ten percent or more of the voting
power of the corporation’s outstanding voting stock; or (2) an affiliate or associate of the corporation who,
at any time within the two-year period prior to the date in question, was the beneficial owner, directly or
indirectly, of ten percent or more of the voting power of the then outstanding stock of the corporation. A
person is not an interested stockholder under the statute if the board of directors approved in advance the
transaction by which he otherwise would have become an interested stockholder. However, in approving a
transaction, the board of directors may provide that its approval is subject to compliance, at or after the
time of approval, with any terms and conditions determined by the board.
After the five-year prohibition, any business combination between the corporation and an interested
stockholder generally must be recommended by the board of directors of the corporation and approved by
the affirmative vote of at least: (1) 80% of the votes entitled to be cast by holders of outstanding voting
stock of the corporation; and (2) two-thirds of the votes entitled to be cast by holders of voting stock of the
corporation other than shares held by the interested stockholder or its affiliate with whom the business
combination is to be effected, or held by an affiliate or associate of the interested stockholder.
These super-majority vote requirements do not apply if the corporation’s stockholders receive a
minimum price, as defined under the Maryland General Corporation Law, for their shares in the form of
cash or other consideration in the same form as previously paid by the interested stockholder for its shares.
None of these provisions of the Maryland General Corporation Law will apply, however, to business
combinations that are approved or exempted by the board of directors of the corporation prior to the time
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that the interested stockholder becomes an interested stockholder. We have opted out of these provisions by
resolution of our board of directors. However, our board of directors may, by resolution, opt in to the
business combination statute in the future.
Control Share Acquisitions
The Maryland General Corporation Law provides that control shares of a Maryland corporation
acquired in a control share acquisition have no voting rights except to the extent approved by a vote of
stockholders entitled to cast two-thirds of the votes entitled to be cast on the matter. Shares owned by the
acquirer, an officer of the corporation or an employee of the corporation who is also a director of the
corporation are excluded from the vote on whether to accord voting rights to the control shares. “Control
shares” are voting shares that, if aggregated with all other shares owned by the acquirer or with respect to
which the acquirer has the right to vote or to direct the voting of, other than solely by virtue of revocable
proxy, would entitle the acquirer to exercise voting power in electing directors within one of the following
ranges of voting power:
•

one-tenth or more but less than one-third;

•

one-third or more but less than a majority; or

•

a majority or more of all voting power.

Control shares do not include shares the acquiring person is then entitled to vote as a result of having
previously obtained stockholder approval or shares acquired directly from the corporation. Except as
otherwise specified in the statute, a “control share acquisition” means the acquisition of issued and
outstanding control shares.
Once a person who has made or proposes to make a control share acquisition has undertaken to pay
expenses and has satisfied other required conditions, the person may compel the board of directors to call a
special meeting of stockholders to be held within 50 days of the demand to consider the voting rights of the
shares. If no request for a meeting is made, the corporation may itself present the question at any
stockholders meeting.
If voting rights are not approved for the control shares at the meeting or if the acquiring person does
not deliver an “acquiring person statement” for the control shares as required by the statute, the
corporation may repurchase any or all of the control shares for their fair value, except for control shares for
which voting rights have previously been approved. Fair value is to be determined for this purpose without
regard to the absence of voting rights for the control shares, and is to be determined as of the date of any
meeting of stockholders at which the voting rights for control shares are considered and not approved or, if
no such meeting is held, as of the date of the last control share acquisition.
If voting rights for control shares are approved at a stockholders meeting and the acquirer becomes
entitled to vote a majority of the shares entitled to vote, all other stockholders may exercise appraisal rights.
The fair value of the shares as determined for purposes of these appraisal rights may not be less than the
highest price per share paid in the control share acquisition. Some of the limitations and restrictions
otherwise applicable to the exercise of dissenters’ rights do not apply in the context of a control share
acquisition.
The control share acquisition statute does not apply to shares acquired in a merger, consolidation or
share exchange if the corporation is a party to the transaction or to acquisitions approved or exempted by
the charter or bylaws of the corporation.
Our bylaws contain a provision exempting from the control share acquisition statute any and all
acquisitions by any person of our stock. There can be no assurance that this provision will not be amended
or eliminated at any time in the future.
Subtitle 8
Subtitle 8 of Title 3 of the Maryland General Corporation Law permits a Maryland corporation with
a class of equity securities registered under the Exchange Act and at least three independent directors to
elect to be subject, by provision in its charter or bylaws or a resolution of its board of directors and
notwithstanding any contrary provision in the charter or bylaws, to any or all of five provisions:
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•

a classified board;

•

a two-thirds vote requirement for removing a director;

•

a requirement that the number of directors be fixed only by vote of the directors;

•

a requirement that a vacancy on the board be filled only by the remaining directors and for the
remainder of the full term of the directorship in which the vacancy occurred; and

•

a majority requirement for the calling of a special meeting of stockholders.

Our charter provides that, at such time as we become eligible to make a Subtitle 8 election and except
as may be provided by our board of directors in setting the terms of any class or series of our preferred
stock, vacancies on our board of directors may be filled only by the remaining directors and for the
remainder of the full term of the directorship in which the vacancy occurred. Through provisions in our
charter and bylaws unrelated to Subtitle 8, we already vest in our board of directors the exclusive power to
fix the number of directorships provided that the number is not fewer than three. Our bylaws may be
amended by our stockholders or the board of directors.
Tender Offers by a Person
Our charter provides that any tender offer made by a person, including any “mini-tender” offer, must
comply with certain notice and disclosure requirements. These procedural requirements with respect to
tender offers apply to any widespread solicitation for shares of our stock at firm prices for a limited time
period.
In order for a person to conduct a tender offer, our charter requires that the person comply with
Regulation 14D of the Exchange Act and provide us notice of such tender offer at least ten business days
before initiating the tender offer. Pursuant to our charter, Regulation 14D would require any person
initiating a tender offer to provide:
•

specific disclosure to stockholders focusing on the terms of the offer and information about the
bidder;

•

the ability to allow stockholders to withdraw tendered shares while the offer remains open;

•

the right to have tendered shares accepted on a pro rata basis throughout the term of the offer if
the offer is for less than all of our shares; and

•

that all stockholders of the subject class of shares be treated equally.

In addition to the foregoing, there are certain ramifications to persons should they attempt to conduct
a noncompliant tender offer. No stockholder may transfer shares to any person who initiates a tender offer
without complying with the provisions set forth above unless such stockholder first offers the shares to us at
the tender offer price in such noncompliant tender offer. The noncomplying stockholder shall also be
responsible for all of our expenses in connection with that stockholder’s noncompliance.
Advance Notice of Director Nominations and New Business
Proposals to elect directors or conduct other business at an annual or special meeting of stockholders
must be brought in accordance with our bylaws. The bylaws provide that any business may be transacted at
the annual meeting of stockholders without being specifically designated in the notice of meeting. However,
with respect to special meetings of stockholders, only the business specified in the notice of the special
meeting may be brought at that meeting.
Our bylaws also provide that nominations of individuals for election to our board of directors and the
proposal of other business may be made at an annual meeting, but only:
•

in accordance with the notice of the meeting;

•

by or at the direction of our board of directors; or

•

by a stockholder who was a stockholder of record at the record date set by the board of directors
for the purpose of determining stockholders entitled to vote at the meeting, at the time of the
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giving of notice and at the time of the meeting, who is entitled to vote at the meeting in the
election of each individual so nominated or on any such other business and who has complied
with the advance notice procedures set forth in our bylaws.
A notice of a director nomination or stockholder proposal to be considered at an annual meeting must
be delivered to our secretary at our principal executive offices:
•

not later than 5:00 p.m., Eastern Time, on the 120th day nor earlier than 150 days prior to the first
anniversary of the date of the proxy statement for the previous year’s annual meeting; or

•

if the date of the annual meeting is advanced or delayed by more than 30 days from the
anniversary date of the preceding year’s annual meeting or if an annual meeting has not yet been
held, not earlier than 150 days prior to the annual meeting or not later than 5:00 p.m., Eastern
Time, on the later of the 120th day prior to the date of such annual meeting or the tenth day
following our first public announcement of the date of the annual meeting.

Nominations of individuals for election to our board of directors may be made at a special meeting,
but only:
•

by or at the direction of our board of directors; or

•

provided that the meeting has been called in accordance with our bylaws for the purpose of
electing directors, by a stockholder who was a stockholder of record at the record date set by the
board of directors for the purpose of determining stockholders entitled to vote at the meeting, at
the time of the giving of notice and at the time of the meeting, who is entitled to vote at the
meeting in the election of each individual so nominated and who has complied with the advance
notice procedures set forth in our bylaws.

A notice of a director nomination to be considered at a special meeting must be delivered to our
secretary at our principal executive offices:
•

not earlier than 120 days prior to the special meeting; and

•

not later than 5:00 p.m., Eastern Time, on the later of either:
•

90 days prior to the special meeting; or

•

ten days following the day of our first public announcement of the date of the special
meeting and the nominees proposed by our board of directors to be elected at the meeting.

Restrictions on Roll-Up Transactions
Our charter requires that some transactions involving an acquisition, merger, conversion or
consolidation in which our stockholders receive securities in a surviving entity (known in the charter as a
“roll-up entity”), must be approved by the holders of a majority of our then-outstanding shares of
common stock. Approval of a transaction with, or resulting in, a “roll-up entity” is required if as part of
the transaction our board of directors determines that it is no longer in our best interest to attempt or
continue to qualify as a REIT. Transactions effected because of changes in applicable law or to preserve tax
advantages for a majority in interest of our stockholders do not require stockholder approval.
In connection with any proposed transaction considered a “Roll-up Transaction” (defined below)
involving us and the issuance of securities of an entity, which we refer to as a “Roll-up Entity,” that would
be created or would survive after the successful completion of the Roll-up Transaction, an appraisal of all
properties will be obtained from a competent independent appraiser. If the appraisal will be included in a
prospectus used to offer the securities of the roll-up entity, the appraisal must be filed with the SEC and the
state regulatory commissions as an exhibit to the registration statement for the offering of the roll-up
entity’s shares. As a result, an issuer using the appraisal will be subject to liability for violation of Section 11
of the Securities Act and comparable provisions under state laws for any material misrepresentations or
material omissions in the appraisal. The properties will be appraised on a consistent basis, and the appraisal
will be based on the evaluation of all relevant information and will indicate the value of the properties as of
a date immediately preceding the announcement of the proposed Roll-up Transaction. The appraisal will
assume an orderly liquidation of properties over a 12-month period. The terms of the engagement of the
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independent appraiser will clearly state that the engagement is for our benefit and the benefit of our
stockholders. A summary of the appraisal, indicating all material assumptions underlying the appraisal, will
be included in a report to stockholders in connection with any proposed Roll-up Transaction.
A “Roll-up Transaction” is a transaction involving the acquisition, merger, conversion or
consolidation, directly or indirectly, of us and the issuance of securities of a Roll-up Entity. This term does
not include:
•

a transaction involving our securities that have been for at least 12 months listed on a national
securities exchange; or

•

a transaction involving the conversion to trust, or association form of only us if, as a consequence
of the transaction, there will be no significant adverse change in common stockholder voting
rights, the term of our existence, compensation to our advisor or its affiliates, or our investment
objectives.

In connection with a proposed Roll-up Transaction, the person sponsoring the Roll-up Transaction
must offer to stockholders entitled to vote on the transaction and who vote “no” on the proposal the choice
of:
•

accepting the securities of the Roll-up Entity offered in the proposed Roll-up Transaction; or

•

one of the following:
a.

remaining as stockholders of us and preserving their interests therein on the same terms and
conditions as existed previously; or

b.

receiving cash in an amount equal to the stockholder’s pro rata share of the appraised value
of our net assets.

We would be prohibited from participating in any proposed Roll-up Transaction:
•

that would result in our voting stockholders having democracy rights in a Roll-up Entity that are
less than those provided in our charter and bylaws and described elsewhere in this prospectus,
including rights with respect to the election and removal of directors, annual reports, annual and
special meetings, amendment of our charter, and dissolution of us;

•

that includes provisions that would operate to materially impede or frustrate the accumulation of
shares by any purchaser of the securities of the Roll-up Entity, except to the minimum extent
necessary to preserve the tax status of the Roll-up Entity, or that would limit the ability of an
investor to exercise the voting rights of its securities of the Roll-up Entity on the basis of the
number of shares of stock held by that investor;

•

in which investors’ rights to access of records of the Roll-up Entity will be less than those
provided in this section of this prospectus entitled “— Meetings and Special Voting
Requirements”; or

•

in which any of the costs of the Roll-up Transaction would be borne by us if the Roll-up
Transaction is rejected by our stockholders eligible to vote on such transaction.

Rights of Objecting Stockholders
Under Maryland law, dissenting stockholders may have, subject to satisfying certain procedures, the
right to receive a cash payment representing the fair value of their shares of stock under certain
circumstances. As permitted by the Maryland General Corporation Law, however, our charter includes a
provision that no stockholder may exercise the rights of an “objecting stockholder” under the law unless
our board of directors determines that appraisal rights apply, with respect to all or any classes or series of
stock, to one or more transactions occurring after the date of such determination in connection with which
stockholders would otherwise be entitled to exercise appraisal rights. As a result of this provision, our
stockholders will not have the right to dissent from extraordinary transactions, such as our merger into
another company or the sale of all or substantially all of our assets.
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Liquidation
We expect to complete a liquidity event approximately five to seven years after the termination of this
offering. Our board of directors will consider various forms of liquidity for our stockholders, including, but
not limited to: (i) the sale of all or substantially all of our assets for cash or other consideration and our
subsequent liquidation and distribution of remaining assets to our stockholders, which we refer to as a
“liquidation event”; (ii) the listing of shares of our capital stock on a national securities exchange; and
(iii) our company’s sale or merger in a transaction that provides its stockholders with cash, securities, or a
combination of cash and securities.
Consideration from a transaction of our company involving a merger or acquisition would be
distributed amongst our stockholders in the same manner as proceeds arising from a liquidation event.
Proceeds from a liquidation event would be distributed as follows:
Liquidation Preference. Upon any liquidation event, before any distribution or payment may be made
to holders of the A Shares or B Shares, the holder of each K-I Share, K Share, K-T Share and any parity
security will be entitled to be paid out of our assets legally available for distribution, after payment or
provision for our debts and liabilities (limited, in the case of non-recourse liabilities secured by properties,
to the value of those properties and excluding any deferred asset management fees, acquisition fees, and
disposition fees (and any interest accrued thereon)) the “liquidation preference” as described above under
“— K-I Shares, K Shares and K-T Shares — Liquidation”.
If upon a liquidation event, the available assets of our company, or proceeds thereof, distributable are
insufficient to pay in full the liquidation preference on each K-I Share, K Share, K-T Share and parity
security, then such assets, or the proceeds thereof, will be distributed among the holders of such shares
ratably on a per share basis in the same proportion as the respective amounts that would be payable if all
amounts payable thereon were paid in full.
Deferred Fees. Upon a liquidation event, if sufficient funds are available to pay the liquidation
preference on the K-I Shares, K Shares, K-T Shares and parity securities in full, then we will pay, in the
following order, all deferred and unpaid asset management fees, all deferred and unpaid acquisition fees,
and all deferred and unpaid disposition fees (including interest accrued on all such fees at a
non-compounded rate of 6.0% per annum) to our advisor. See “Management Compensation — Asset
Management Fees” “— Acquisition Fee” and “— Disposition Fee”. The Service Provider will be entitled to
receive 25% of any such amounts as a fee pursuant to the Services Agreement. See “Conflicts of
Interest — Service Provider”.
Common Ordinary Distributions. Upon a liquidation event, after payment of all such deferred fees
described in the preceding paragraph, the holder of each A Share will be entitled to be paid out of our
assets legally available for distribution, after payment or provision for our debts and liabilities, all
accumulated, accrued, and unpaid common ordinary distributions (as described under “— A
Shares — Distributions Rights,” above).
Stated Value of A Shares. Upon a liquidation event, after payment of all common ordinary
distributions as described in the preceding paragraph, the holder of each A Share will be entitled to be paid
out of our assets legally available for distribution, after payment or provision for our debts and liabilities, an
amount equal to the stated value ($10.00) of an A Share for each A Share then held.
Final Distributions. Upon a liquidation, following the distribution and payment in full of all
obligations, 50% (or 87.5% if the A Shares have been repurchased in connection with a Non-cause Advisory
Agreement Termination (as defined under “Management Compensation — Payment upon Other Advisory
Agreement Termination”) of all remaining liquidation cash (as defined below) available for distribution (as
determined by our board, in its discretion) will be paid to the holders of K-I Shares, K Shares, K-T Shares
and any parity securities (pro rata based on the number of K-I Shares, K Shares, K-T Shares and parity
securities), 37.5% of remaining liquidation cash will be distributed to the holders of A Shares (pro rata
based on the number of A Shares) (unless all such A Shares previously have been repurchased in connection
with a Non-cause Advisory Agreement Termination, in which case the remaining liquidation cash otherwise
apportioned to the A Shares would be distributed to the holders of K-I Shares, K Shares, K-T Shares and
parity securities), and 12.5% of remaining liquidation cash will be distributed to the holders of B Shares.
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“Remaining liquidation cash” means all cash available for distribution, as determined by our board after
(i) payment in full of, or the setting aside of reserves for, all of our debts and liabilities, limited, in the case
of non-recourse liabilities secured by properties, to the value of those properties, and excluding liabilities for
the payment of deferred asset management fees, acquisition fees, and disposition fees (and any interest
accrued thereon); (ii) payment in full of the liquidation preference on all outstanding K-I Shares, K Shares,
K-T Shares and parity securities; (iii) the full asset management fees are paid, including any deferred
amounts and interest accrued thereon; (iv) the full acquisition fees and disposition fees are paid, including
any interest accrued thereon; (v) all accrued common ordinary distributions on our A Shares are paid; and
(vi) payment in full of the stated value of outstanding A Shares (as described above under “Description of
Capital Stock — Liquidation — Stated Value of A Shares”).
Listing Event
We expect that if we were to list any of our shares of capital stock on a national securities exchange, we
would list K Shares (or successor securities). The following information assumes that we list K Shares. In
such event, outstanding K-T Shares and K-I Shares would automatically convert on a one-to-one basis to
K Shares. Pursuant to our charter, if we list any of our shares of capital stock on a national securities
exchange, our board of directors must give prior notice of such listing to the holders of A Shares, and such
holders of A Shares (including our advisor and its affiliates) will have the right to either (a) receive one K
Share (or successor security) for each A Share held as of the date our board gives notice of an intended
listing to our holders of A Shares (to be effective on the date of such listing) or (b) require us to repurchase
each A Share for the consideration described below, which will equal the amount each A Share would be
entitled to receive if we liquidated and received liquidation proceeds equal to the “market value” of our
company (as defined below). Each holder of A Shares will have at least 20 days to make such election.
“Market value” means the sum of (i) the value of the capital stock listed on a national securities
exchange based on the average market value of the shares of such stock issued and outstanding at the
listing over the 30 days beginning 180 days after the shares of our stock are listed or included for quotation
plus (ii) the value of any capital stock not listed on an exchange, if any, for the same period, as determined
in good faith by our board of directors, including a majority of our independent directors.
In addition, we will be obligated to pay our advisor the amounts it would be entitled to receive on
account of deferred asset management fees, acquisition fees, and disposition fees (and any accrued interest
thereon) as if we liquidated and received liquidation proceeds equal to the market value of our company;
however, for purposes of determining our advisor’s entitlement to the payment of such fees and interest, the
effect of any elections to convert A Shares to K Shares will be disregarded. That is, assuming the market
value was at least equal to the liquidation preference due on our K-I Shares, K Shares, K-T Shares and any
parity securities (excluding any liquidation preference associated with K Shares issued in exchange for A
Shares), our advisor would be entitled to receive an amount equal to (a) any deferred asset management
fees, plus any interest accrued thereon, (b) the full acquisition fees previously earned, plus any interest
accrued therein, and (c) the full disposition fees previously earned, plus any interest accrued thereon.
However, any consideration on account of such fees will be limited to the excess of the market value over
the liquidation preference on such K-I Shares, K Shares, K-T Shares and parity securities. The Service
Provider (an affiliate of the dealer manager) would be entitled to receive 25% of any such amounts as a fee
pursuant to the Services Agreement. These amounts may be payable to our advisor and the Service Provider
in the form of a promissory note bearing interest at the then-current rate, as determined in good faith by a
majority of our board of directors, including a majority of our independent directors, or in the form of
capital stock that was listed on a national securities exchange, valued at the same price per share as that
used to determine market value.
We will repurchase the A Shares held by stockholders not electing to exchange their shares for K
Shares (or successor securities) at a repurchase price determined as if we liquidated and received liquidation
proceeds equal to the market value. Specifically, the aggregate repurchase price for A Shares will equal:
(1) any accumulated, accrued, and unpaid common ordinary distributions on the A Shares (excluding
A Shares exchanged or to be exchanged for K Shares or successor securities), limited to the excess
of the market value over the sum of (a) the liquidation preference on our K-I Shares, K Shares,
K-T Shares and parity securities outstanding as of the listing (excluding K Shares issued in
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exchange for A Shares as described above) plus (b) the deferred asset management, acquisition
and disposition fees and interest thereon; plus
(2) the aggregate stated value ($10.00 per A Share) of the outstanding A Shares (not otherwise
exchanged for K Shares or successor securities) immediately prior to listing, limited to the excess
of the market value over the sum of (a) the liquidation preference on our K-I Shares, K Shares,
K-T Shares and parity securities outstanding as of the listing (excluding K Shares issued in
exchange for A Shares), plus (b) the deferred fees and interest thereon, plus (c) the accumulated,
accrued, and unpaid common ordinary distributions on our A Shares (excluding A Shares
exchanged or to be exchanged for K Shares or successor securities); plus
(3) 37.5% of the excess, if any, of the market value over the aggregate of (a) the liquidation preference
on our K-I Shares, K Shares, K-T Shares and parity securities outstanding as of the listing
(excluding K Shares issued in exchange for A Shares), plus (b) the above-described deferred asset
management, acquisition, and disposition fees and interest thereon, plus (c) the accumulated,
accrued, and unpaid common ordinary distributions on our A Shares (excluding A Shares
exchanged or to be exchanged for K Shares or successor securities) plus (d) the aggregate stated
value of the outstanding A Shares (not otherwise exchanged for K Shares or successor securities)
immediately prior to the listing.
If the market value exceeds the aggregate of (a) the liquidation preference on our K-I Shares, K Shares,
K-T Shares and parity securities outstanding as of the listing (excluding K Shares issued in exchange for A
Shares), plus (b) the deferred asset management, acquisition and disposition fees and interest thereon, plus
(c) the accrued common ordinary distributions on our A Shares (excluding A Shares exchanged or to be
exchanged for K Shares or successor securities), plus (d) the aggregate stated value of the outstanding A
Shares (not otherwise exchanged for K Shares or successor securities) immediately prior to the listing, we
will repurchase the B Shares for an amount equal to 12.5% of such excess, payable to such holders of B
Shares pro rata in accordance with the number of B Shares. If the market value does not support payment
of such amounts, the B Shares will be repurchased and canceled for no consideration.
All payments of the repurchase price, if any, and whether on the A Shares or the B Shares, will be in
the form of a promissory note bearing interest at the then-current rate or in the form of shares of our
capital stock listed on a national securities exchange, valued at the same price per share as that used to
determine market value. Our board of directors, including a majority of our independent directors, will
determine the form of consideration and the then-current interest rate on any promissory note.
If the balances of any promissory notes issued in payment of the above amounts (whether in respect of
deferred fees and interest thereon or in respect of the repurchase of A Shares or B Shares) have not been
paid in full within five years from the date the advisory agreement was terminated, then our advisor, Service
Provider, their successors or assigns, and any other holders of A Shares receiving promissory notes, may
elect to convert the unpaid balance of the notes, including accrued but unpaid interest, into K Shares (or
successor securities) at a value per K Share (or successor security) as determined in accordance with the
following paragraph. Promissory notes not redeemed will mature on the eighth anniversary of the date the
advisory agreement was terminated.
If the K Shares (or such successor securities) are then listed on a national securities exchange, the
conversion will occur at a price per share equal to the average closing price of the K Shares (or such
successor securities) over the ten trading days immediately preceding the date of such election. If such
securities are not then listed, the conversion will occur at a price per share equal to the most recently
determined NAV per K Share, as adjusted in good faith by our board of directors (including a majority of
our independent directors).
Plan of Liquidation
If we do not begin the process of achieving a liquidity event by the seventh anniversary of the
termination of this offering, our charter requires a majority of our board of directors, including a majority
of our independent directors, to adopt a resolution declaring that a plan of liquidation of our company is
advisable and directing that the plan of liquidation be submitted for consideration at either an annual or
special meeting of stockholders, unless the adoption of a plan of liquidation by our board of directors and
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submission of such plan to stockholders is postponed by a vote of a majority of our board of directors and
a majority of the independent directors. If we submit a plan of liquidation to our stockholders, holders of
K-I Shares, K Shares, K-T Shares and A Shares voting together as a single class, will each be entitled to one
vote for each such share held as of the record data established by our board of such vote. If we have sought
and failed to receive approval of such stockholders of a plan of liquidation, we will continue operating and,
upon the written request of the holders of K-I Shares, K Shares, K-T Shares and A Shares owning in the
aggregate not less than 10% of the then outstanding K-I Shares, K Shares, K-T Shares and A Shares, the
plan of liquidation will be submitted for consideration by proxy statement to such stockholders up to once
every two years.
Market conditions and other factors could cause us to delay our liquidity event beyond the seventh
anniversary of the termination of this or a public offering. Even after we decide to pursue a liquidity event,
we are under no obligation to conclude our liquidity event within a set time frame because the timing of our
liquidity event will depend on real estate market conditions, financial market conditions, U.S. federal
income tax consequences to stockholders, and other conditions that may prevail in the future. We also
cannot assure you that we will be able to achieve a liquidity event.
Prior to the completion of a liquidity event, our share repurchase program may provide a limited
opportunity for you to have your K-I Shares, K Shares or K-T Shares repurchased, subject to certain
restrictions and limitations, at a price which may reflect a discount from the purchase price you paid for the
shares being repurchased. See “Description of Capital Stock — Share Repurchase Program” above for a
detailed description of our share repurchase program.
Valuation Policy
On June 10, 2020, our board of directors determined an estimated NAV per share of all classes of our
capital stock, each calculated as of March 31, 2020, or the NAV Pricing Date, as follows: (i) $8.55 per K-I
Share; (ii) $8.56 per K Share; (iii) $8.56 per K-T Share; (iv) $0.00 per A Share; and (v) $0.00 per B Share.
On May 23, 2019, our board of directors determined an estimated NAV per share of all classes of the 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. The estimated NAV per
share is based on the estimated value of our assets less the estimated value of our liabilities, divided by the
approximate number of shares outstanding on a fully diluted basis, calculated as of the NAV Pricing Date.
The audit committee, pursuant to authority delegated by our board of directors, was responsible for
the oversight of the valuation process, including the review and approval of the valuation process and
methodology used to determine the estimated NAV per share, the consistency of the valuation with real
estate industry standards and practices, and the reasonableness of the assumptions used in the valuations.
The Estimated Per Share NAVs were determined after consultation with our advisor, Procaccianti
Hotel Advisors, LLC (“PHA,” or, alternatively, the “Advisor”), and Robert A. Stanger & Co, Inc.
(“Stanger”), an independent third-party valuation firm. The engagement of Stanger was approved by the
Committee. Stanger prepared appraisal reports (collectively, the “Appraisal Reports”) that summarized key
information and assumptions and provided an appraised value for each of the four properties (collectively,
the “Appraised Properties”) in our portfolio as of March 31, 2020. Stanger also prepared a NAV report (the
“NAV Report”) that estimates the NAV per share of each of our K-I Shares, K Shares, K-T Shares, A
Shares, and B Shares. The NAV Report relied upon: (i) the Appraisal Reports for the Appraised Properties;
(ii) Stanger’s estimate of our secured notes payable; (iii) Stanger’s estimate of the six percent per annum
dividend rate on a stated value of $10.00 per share due to holders of K Shares, K-I Shares and K-T Shares
(the “K Share Hurdle”) as of March 31, 2020; and (iv) the Advisor’s estimate of the value of our other
assets and liabilities, to calculate each of the Estimated Per Share NAVs of our common and capital stock,
and such other reviews as deemed necessary by Stanger. The process for estimating the value of our assets
and liabilities was performed in accordance with the provisions of the IPA Valuation Guidelines.
Upon the Committee’s receipt and review of the Appraisal Reports and the NAV Report (collectively,
the “Reports”), the Committee recommended to the Board: (i) $8.55 as the estimated per share NAV per
K-I Share; (ii) $8.56 as the estimated per share NAV per K Share; (iii) $8.56 as the estimated per share NAV
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per K-T Share; (iv) $0.00 as the estimated per share NAV per A Share; and (v) $0.00 as the estimated per
share NAV per B Share, each as of March 31, 2020. Upon the Board’s receipt and review of the Appraisal
Reports and recommendation of the Committee, the Board approved the foregoing values as our Estimated
Per Share NAVs.
The table below sets forth the calculation of the Company’s Estimated Per Share NAVs as of
March 31, 2020, as well as the comparable calculation as of March 31, 2019. Certain amounts are reflected
net of noncontrolling interests, as applicable.
Components of NAV
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3/31/2019

$ 85,480,000 $ 71,130,000
(49,874,504) (39,341,559)
9,739,275
6,155,891
(2,733,717)
(8,512,002)
(7,446,348) (10,265,241)

Net Asset Value . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

$ 35,164,706

$ 19,167,089

Note:
Class K-I Shares(1)
NAV . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Shares Outstanding . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

$ 5,400,689
631,699

$

665,173
66,517

$

$

10.00

NAV Per Share . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

8.55

(1)

Class K Shares
NAV . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Shares Outstanding . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

$ 29,352,997
3,429,862

$ 16,637,838
1,663,571

NAV Per Share . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

$

8.56

$

10.00

Class K-T Shares
NAV . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Shares Outstanding . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

$

411,019
47,989

$

5,100
510

NAV Per Share . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

$

8.56

$

10.00

Class A Shares
NAV . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Shares Outstanding . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

$

0
537,410

NAV Per Share . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

$

0.00

$

3.97

Class B Shares
NAV . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Shares Outstanding . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

$

0
125,000

$

0
125,000

NAV Per Share . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

$

0.00

$

0.00

(1)

$ 1,858,978
468,410

(1) In general, because the proceeds from the sale of A Shares are used to pay organization and offering
expenses of K Shares, K-I Shares and K-T Shares, the value of each of the K Shares, K-I Shares and
K-T Shares is higher than if such shares paid their associated organization and offering expenses.
Methodology and Key Assumptions
In determining the Estimated Per Share NAVs, the Board considered the recommendation of the
Committee, the Reports provided by Stanger and information provided by the Advisor. Our goal in
calculating the Estimated Per Share NAVs is to arrive at a value that is reasonable and supportable using
what the Committee and the Board each deems to be appropriate valuation methodologies and
assumptions.
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FINRA’s current rules provide no guidance on the methodology an issuer must use to determine its
estimated per share NAV. As with any valuation methodology, the methodologies used are based upon a
number of estimates and assumptions that may not be accurate or complete. Different parties with different
assumptions and estimates could derive a different estimated per share NAV, and these differences could be
significant. The Estimated Per Share NAVs are not audited and do not represent the fair value of our assets
less our liabilities according to U.S. generally accepted accounting principles (“GAAP”), nor do they
represent a liquidation value of our assets and liabilities or the amount that shares of our common stock
would trade at on a national securities exchange. The estimated asset values may not, however, represent
current market value or book value. The estimated value of the Appraised Properties do not necessarily
represent the value we would receive or accept if the assets were marketed for sale. The Estimated Per Share
NAVs do not reflect a discount for the fact that we are externally managed, nor do they reflect a real estate
portfolio premium/discount compared to the sum of the individual property values. The Estimated Per
Share NAVs also do not take into account estimated disposition costs and fees for real estate properties that
are not held for sale. The outbreak of the COVID-19, declared by the World Health Organization as a
global pandemic on March 11, 2020, has caused and is continuing to cause heightened uncertainty in both
local and global market conditions. The effect COVID-19 will have on the real estate markets generally, and
on the hospitality industry, will depend in part on both the scale and longevity of the pandemic. While
market activity is being impacted in most sectors, at this stage hospitality and retail sectors have been most
significantly impacted due to the increased response by local and global authorities, including shelter in
place orders, restriction of travel and growing international concern. Although the Estimated Per Share
NAV conclusions prepared by Stanger and subsequently determined by the Board are based on the
information available at March 31, 2020, previous market information available on March 31, 2020 that was
used for comparison purposes is now less reliable to inform opinions of value. The changing responses to
COVID-19 create an unprecedented set of circumstances on which to base a judgment. Consequently, less
certainty — and a higher degree of caution — should be attached to the Estimated Per Share NAVs than
would normally be the case.
Independent Valuation Firm
Stanger was selected by the Committee to appraise and provide a value on the four Appraised
Properties. Stanger is engaged in the business of appraising commercial real estate properties and is not
affiliated with us or the Advisor. The compensation we paid to Stanger related to the valuation is based on
the scope of work and not on the appraised values of our real estate properties. The appraisals were
performed in accordance with the Code of Ethics and the Uniform Standards of Professional Appraisal
Practice, or USPAP, the real estate appraisal industry standards created by The Appraisal Foundation. The
Appraisal Reports were reviewed, approved, and signed by an individual with the professional designation
of MAI licensed in the state where each real property is located. The use of the reports is subject to the
requirements of the Appraisal Institute relating to review by its duly authorized representatives. In
preparing its Reports, Stanger did not, and was not requested to, solicit third-party indications of interest
for our common stock in connection with possible purchases thereof or the acquisition of all or any part of
our company.
Stanger collected reasonably available material information that it deemed relevant in appraising our
real estate properties. Stanger relied in part on property-level information provided by the Advisor,
including historical and projected operating revenues and expenses and information regarding recent or
planned capital expenditures.
In conducting their investigation and analyses, Stanger took into account customary and accepted
financial and commercial procedures and considerations as they deemed relevant. Although Stanger
reviewed information supplied or otherwise made available by us or the Advisor for reasonableness, they
assumed and relied upon the accuracy and completeness of all such information and of all information
supplied or otherwise made available to them by any other party and did not independently verify any such
information. Stanger has assumed that any operating or financial forecasts and other information and data
provided to or otherwise reviewed by or discussed with Stanger were reasonably prepared in good faith on
bases reflecting the best currently available estimates and judgments of our management, the Board, and/or
the Advisor. Stanger relied on us to advise them promptly if any information previously provided became
inaccurate or was required to be updated during the period of their review.
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In performing its analyses, Stanger made numerous other assumptions as of various points in time
with respect to industry performance, general business, economic, and regulatory conditions, and other
matters, many of which are beyond their control and the Company’s control. Stanger also made
assumptions with respect to certain factual matters. For example, unless specifically informed to the
contrary, Stanger assumed that the Company has clear and marketable title to each real estate property
appraised, that no title defects exist, that any improvements were made in accordance with law, that no
hazardous materials are present or were present previously, that no significant deed restrictions exist, and
that no changes to zoning ordinances or regulations governing use, density, or shape are pending or being
considered. Furthermore, Stanger’s analyses, opinions, and conclusions were necessarily based upon
market, economic, financial, and other circumstances and conditions existing as of or prior to the date of
the Appraisal Reports, and any material change in such circumstances and conditions may affect Stanger’s
analyses and conclusions, including changes due to the ongoing Coronavirus (COVID-19) pandemic and
related economic effects. The Appraisal Reports contain other assumptions, qualifications, and limitations
that qualify the analyses, opinions, and conclusions set forth therein. Furthermore, the prices at which the
Company’s real estate properties may actually be sold could differ from Stanger’s analyses.
Stanger is actively engaged in the business of appraising commercial real estate properties similar to
those owned by us in connection with public securities offerings, private placements, business combinations,
and similar transactions. We do not believe that there are any material conflicts of interest between Stanger,
on the one hand, and us, the Advisor, and their affiliates, on the other hand. We engaged Stanger, with
approval from the Committee, to deliver its Reports to assist in the NAV calculation and Stanger received
compensation for those efforts. In addition, the Company has agreed to indemnify Stanger against certain
liabilities arising out of this engagement. In the three years prior to the date of this filing, Stanger was
engaged by the Company in connection with the March 31, 2020, March 31, 2019 and the February 28,
2018 estimated per share NAVs for which Stanger was paid usual and customary fees. Stanger may from
time to time in the future perform other services for us, so long as such other services do not adversely affect
the independence of Stanger as certified in the applicable Appraisal Reports.
Although Stanger considered any comments received from us or the Advisor relating to their Reports,
the final appraised values of our real estate properties were determined by Stanger for the Appraised
Properties. The Reports are addressed solely to the Committee to assist it in calculating and recommending
to the Board an estimated per share NAV of our common and capital stock. The Reports are not addressed
to the public, may not be relied upon by any other person to establish an estimated per share NAV of our
common and capital stock, and do not constitute a recommendation to any person to purchase or sell any
shares of our common and capital stock.
The foregoing is a summary of the standard assumptions, qualifications, and limitations that generally
apply to the Reports. The Reports, including the analysis, opinions, and conclusions set forth in such
reports, are qualified by the assumptions, qualifications, and limitations set forth in the respective reports.
Real Estate Valuation
As described above, we engaged Stanger to provide an appraisal of the Appraised Properties consisting
of four properties in our portfolio as of March 31, 2020. In preparing the Appraisal Report, Stanger,
among other things:
•

interviewed our officers or the Advisor’s personnel to obtain information relating to the physical
condition of each Appraised Property, including known environmental conditions, status of
ongoing or planned property additions and reconfigurations, and other factors for such leased
properties;

•

reviewed historical operating statements, revenue per available room, average daily rate, occupancy
for the subject properties and competing properties, current tax information and a review of tax
comparable properties, where appropriate; and

•

reviewed the acquisition criteria and parameters used by real estate investors for properties similar
to the subject Properties, including a search of real estate data sources and publications
concerning real estate buyer’s criteria, discussions with sources deemed appropriate, and a review
of transaction data for properties similar to the Properties.
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Stanger employed the Income Approach and Sales Comparison Approach, each described below, to
estimate the value of the Appraised Properties. The Income Approach is based on the assumption that the
value of a property is dependent upon the property’s ability to produce income. In the Income Approach, a
direct capitalization analysis and a discounted cash flow (“DCF”) analysis was used to determine the value
of the fee simple or leased fee estate, as applicable, in the Appraised Properties. The indicated value by the
Income Approach represents the amount an investor may pay for the expectation of receiving the net cash
flow from the property and the proceeds from the ultimate sale of the property.
The Sales Comparison Approach utilizes indices of value derived from actual or proposed sales of
comparable properties to estimate the value of the subject Property. The appraiser analyzed such
comparable sale data as was available to develop a market value conclusion for the subject Property.
Stanger prepared the Appraisal Reports, which summarize key inputs and assumptions, providing a
value for each of the Appraised Properties using financial information provided by us and the Advisor.
From such review, Stanger selected the appropriate terminal capitalization rate and discount rate in its DCF
analysis, the appropriate direct capitalization rate in its direct capitalization analysis and the appropriate
price per room in its sales comparison analysis.
As of March 31, 2020, we owned an interest in four real estate assets. The total aggregate purchase
price to us of these properties at our respective ownership interest was approximately $74.6 million. In
addition, through the Valuation Date, at our respective ownership interest, we had invested $1.2 million in
capital improvements on these real estate assets since inception. As of the Valuation Date, the total value of
the Appraised Properties at our respective ownership interest was approximately $68.6 million. This
represents an approximately 9.5% decrease in the total value of the real estate assets over the aggregate
purchase price and aggregate improvements. The following summarizes the key assumptions that were used
in the discounted cash flow and direct capitalization analysis to arrive at the appraised value of the
Appraised Properties:
Weighted
Average

Range

Terminal Capitalization Rate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Discount Rate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

8.25% 9.50%
9.75% 11.00%

8.76%
10.55%

Income and Expense Growth . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

3.00%

3.00%

While we believe that Stanger’s assumptions and inputs are reasonable, a change in these assumptions
and inputs would impact the calculation of the appraised value of the Appraised Properties. The table
below illustrates the impact on the appraised values, before noncontrolling interest adjustments, if the
terminal capitalization rates, discount rates and direct capitalization rates were adjusted by 25 basis points
or 5.0%, assuming the value conclusion for each Appraised Property is based on the method being
sensitized and all other factors remain unchanged:
Estimated Impact to Appraised Values Due to:
Increase 25
Basis Points

Terminal Capitalization Rate . . . . . . . . . . . . . . .
Discount Rate . . . . . . . . . . . . . . . . . . . . . . . . .

Decrease 25
Basis Points

$(1,130,000) $1,190,000
$(1,430,000) $1,460,000

Increase 5.0%

Decrease 5.0%

$(1,940,000)
$ 2,680,000

$2,100,000
$3,100,000

Loan Valuation
Values for our consolidated secured notes payable (the “Secured Notes Payable”) were estimated by
Stanger using a discounted cash flow analysis, which used inputs based on the remaining loan terms and
estimated current market interest rates for notes payable with similar characteristics, including remaining
loan term, loan-to-value ratios, debt-service-coverage ratios, prepayment terms, and collateral property
attributes. The current market interest rate was generally determined based on market rates for available
comparable debt. The estimated current market interest rates ranged from 7.15% to 9.65% for the Secured
Notes Payable.
As of March 31, 2020, Stanger’s estimated fair value of our Secured Notes Payable was $49.9 million,
before noncontrolling interest adjustments. The weighted-average discount rate applied to the future
estimated debt payments of the Secured Notes Payable was approximately 7.97%.
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While we believe that Stanger’s assumptions and inputs are reasonable, a change in these assumptions
and inputs would impact the calculation of the estimated value of our Secured Notes Payable. The table
below illustrates the impact on the estimated value of the Secured Notes Payable, before noncontrolling
interest adjustments, if the market interest rate of the Secured Notes Payable were adjusted by 25 basis
points or 5.0%, and assuming all other factors remain unchanged:
Estimated Impact to Fair Market Value of the Company’s Secured Notes due to:
Decrease
25 Basis Points

Increase
25 Basis Points

Decrease
5.0%

Increase
5.0%

($412,700)

$408,400

$(667,900)

$656,500

Cash, Other Assets, Other Liabilities and Credit Facility
The fair value of our cash, other assets and other liabilities were estimated by the Advisor to
approximate carrying value as of the Valuation Date.
The carrying value of a majority of our other assets and liabilities are considered to equal their fair
value due to their short maturities or liquid nature. Certain balances, such as intangible assets and liabilities
and deferred financing costs, have been eliminated for the purpose of the valuation due to the fact that the
value of those balances were already considered in the valuation of the respective investments.
Different parties using different assumptions and estimates could derive a different estimated per share
NAVs, and these differences could be significant. The value of our shares will fluctuate over time in
response to developments related to individual assets in our portfolio and the management of those assets
and in response to the real estate and finance markets.
K Share Hurdle
The Estimated Per Share NAVs were calculated inclusive of the K Share Hurdle to each share class, net
of any distributions made, from inception of the Company through the Valuation Date.
The Board’s Determination of the Estimated Per Share NAVs
Based upon a review of the Reports provided by Stanger, upon the recommendation of the Committee,
the Board estimated the per share NAV for (i) the K-I Shares to be $8.55; (ii) the K Shares to be $8.56;
(ii) the K-T Shares to be $8.56; (iv) the A Shares to be $0.00; and (v) the B Shares to be $0.00.
Limitations of Estimated Per Share NAVs
The various factors considered by the Board in determining the Estimated Per Share NAVs were based
on a number of assumptions and estimates that may not be accurate or complete. As disclosed above, we
are providing the Estimated Per Share NAVs to assist broker-dealers that participate, or participated, in our
public offering in meeting their customer account statement reporting obligations. As with any valuation
methodology, the methodologies used are based upon a number of estimates and assumptions that may not
be accurate or complete. Different parties with different assumptions and estimates could derive different
estimated per share NAVs. The Estimated Per Share NAVs are not audited and do not represent the fair
value of our assets or liabilities according to GAAP.
Accordingly, with respect to the Estimated Per Share NAVs, we can give no assurance that:
•

a stockholder would be able to resell his or her K-I Shares, K Shares and K-T Shares at the
K Share Estimated Per Share NAV;

•

a stockholder would ultimately realize distributions per share equal to our Estimated Per Share
NAV upon liquidation of our assets and settlement of its liabilities or a sale of the Company;

•

our K-I Shares, K Shares and K-T Shares would trade at the K Share Estimated Per Share NAV
on a national securities exchange;

•

a different independent third-party appraiser or other third-party valuation firm would agree with
the our Estimated Per Share NAVs; or
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•

the Estimated Per Share NAVs, or the methodology used to estimate our Estimated Per Share
NAVs, will be found by any regulatory authority to comply with ERISA, the Internal Revenue
Code of 1986, as amended or other regulatory requirements.

Similarly, the amount a stockholder may receive upon repurchase of his or her shares, if he or she
participates in our share repurchase program, may be greater than or less than the amount a stockholder
paid for the shares, regardless of any increase in the underlying value of any assets owned by us.
The Estimated Per Share NAVs are based on the estimated value of our assets less the estimated value
of the our liabilities divided by the number of shares outstanding on an adjusted fully diluted basis,
calculated as of March 31, 2020.
Further, the value of the Company’s shares will fluctuate over time as a result of, among other things,
developments related to individual assets and responses to the real estate and capital markets. The
Estimated Per Share NAVs do not reflect a discount for the fact that the Company is externally managed,
nor do they reflect a real estate portfolio premium/discount versus the sum of the individual property
values. The Estimated Per Share NAVs also do not take into account estimated disposition costs and fees for
real estate properties that are not held for sale. The Company expects to update the estimated NAV per
share of each class of our common stock on at least an annual basis, at which point our board of directors
may determine to modify the public offering price of each class of our shares of common stock, including
the price at which shares are offered through our DRIP.
On April 7, 2020, in response to the global pandemic of the novel coronavirus (COVID-19), the Board
approved the temporary suspension of the sale of shares in the Company’s public offering, effective April 7,
2020, and of its distribution reinvestment plan, effective April 17, 2020.
Upon our board of directors’ receipt and review of the NAV Report and recommendation of the audit
committee, our board of directors approved (i) $8.55 as the estimated NAV per each K-I Share; (ii) $8.56 as
the estimated NAV per each K Share; (iii) $8.56 as the estimated NAV per each K-T Share; (iv) $0.00 as the
estimated NAV per each A Share; and (v) $0.00 as the estimated NAV per each B Share. as of the NAV
Pricing Date.
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OUR OPERATING PARTNERSHIP
The following is a summary of the agreement of limited partnership of Procaccianti Hotel REIT, L.P.,
our operating partnership. This summary and the descriptions of the operating partnership agreement
provisions elsewhere in this prospectus are qualified by such agreement itself, which is filed as an exhibit to
our registration statement, of which this prospectus is a part. See the section entitled “Where You Can Find
Additional Information” in this prospectus.
Conducting our operations through the operating partnership allows the owners of properties to
contribute their respective property interests to the operating partnership in exchange for limited
partnership common units rather than for cash or our common stock. This may enable those owners to
defer some or all of the potential taxable gain on the transfer. There are differences between the ownership
of common stock and partnership units, some of which may be material, because they affect the business
organization form, distribution rights, voting rights, transferability of equity interests received and U.S.
federal income taxation. The operating partnership and each limited partner will file separate tax returns.
Description of Partnership Units
Partnership interests in the Partnership are divided into “units.” The operating partnership has various
classes of units: general partnership units, limited partnership common units, subdivided further into
classes corresponding to the Company’s classes of capital stock: Class A limited partnership units, or
Class A OP Units, Class K OP Units, Class K-I limited partnership units, or Class K-I OP Units, Class K-T
limited partnership units, or Class K-T OP Units, and Class B limited partnership units, or Class B OP
Units. General partnership units represent an interest as a general partner in the operating partnership and
the Company, as general partner, will hold all such units.
Limited partnership common units represent an interest as a limited partner in the operating
partnership. The operating partnership may issue additional units and classes of units with rights different
from, and superior to, those of limited partnership common units, without the consent of the limited
partners. Holders of limited partnership units do not have any preemptive rights with respect to the
issuance of additional units.
For each limited partnership common unit received, investors generally will be required to contribute
money or property, with a net equity value determined by the general partner. Holders of limited
partnership units will not be obligated to make additional capital contributions to the operating
partnership. Further, such holders will not have the right to make additional capital contributions to the
operating partnership or to purchase additional limited partnership units without our consent as general
partner. For further information on capital contributions, see the section entitled “— Capital
Contributions” below.
Limited partners do not have the right to participate in the management of the operating partnership.
Limited partners who do not participate in the management of the operating partnership, by virtue of their
status as limited partners, generally are not liable for the debts and liabilities of the operating partnership
beyond the amount of their capital contributions. We, however, as the general partner of the operating
partnership, are liable for any unpaid debts and liabilities. The voting rights of the limited partners are
generally limited to approval of specific types of amendments to the operating partnership agreement. With
respect to such amendments, each class of limited partnership common unit has one vote. See the section
entitled “— Management of the Operating Partnership” below for a more detailed discussion of this
subject.
Under certain circumstances, holders of limited partnership units of any class may be restricted from
transferring their interests without the consent of the general partner. See the section entitled
“— Transferability of Interests” below for a discussion of certain restrictions imposed by the operating
partnership agreement on such transfers. After owning a limited partnership common unit for one year,
limited partnership common unitholders generally may, subject to certain restrictions, exchange limited
partnership units for the cash value of a corresponding number of units of our common stock or, at our
option, a corresponding number of units of our common stock. See the section entitled “— Limited
Partner Exchange Rights” below for a description of these rights and the amount and types of
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consideration a limited partner is entitled to receive upon exercise of such rights. These exchange rights are
accelerated in the case of some extraordinary transactions. See the section entitled “— Extraordinary
Transactions” below for an explanation of the exchange rights under such circumstances.
Management of the Operating Partnership
The operating partnership is organized as a Delaware limited partnership pursuant to the terms of the
operating partnership agreement. We are the general partner of the operating partnership and expect to
conduct substantially all of our business through it. Pursuant to the operating partnership agreement, we,
as the general partner, will have full, exclusive and complete responsibility and discretion in the
management and control of the partnership. This includes the ability to enter into major transactions, such
as acquisitions, dispositions and refinancings; to cause changes in the operating partnership’s business and
distribution policies; to initiate and resolve litigation; and to invest in subsidiaries and joint ventures. This
also includes the power, without the consent of the limited partners,
•

to file a voluntary petition seeking liquidation, reorganization, arrangement or readjustment, in
any form, of the partnership’s debts under Title 11 of the United States Bankruptcy Code, or any
other federal or state insolvency law, or corresponding provisions of future laws, or file an answer
consenting to or acquiescing in any such petition, or

•

to cause the operating partnership to make an assignment for the benefit of its creditors or admit
in writing its inability to pay its debts as they mature.

The limited partners, in their capacities as such, will have no authority to transact business for, or
participate in the management or decisions of, the operating partnership, except as provided in the
operating partnership agreement and as required by applicable law. Further, the limited partners have no
right to remove us as the general partner.
As general partner, we also may amend the operating partnership agreement without the consent of the
limited partners. However, the following amendments will require the unanimous written consent of the
affected limited partners or the consent of limited partners holding more than 50% of the voting power in
the operating partnership:
•

any amendment that alters or changes the distribution rights of limited partners, subject to certain
limited exceptions discussed in section “— Distributions” below;

•

any amendment that alters or changes the limited partner’s exchange rights;

•

any amendment that imposes on limited partners any obligation to make additional capital
contributions; or

•

any amendment that alters the terms of the operating partnership agreement regarding the rights
of the limited partners with respect to extraordinary transactions.

Indemnification
To the extent permitted by law, the operating partnership agreement provides for indemnification of us
when acting in our capacity as general partner. It also provides for indemnification of directors, officers and
other persons that we may designate under the same conditions, subject to the same restrictions applicable
to the indemnification of officers, directors, employees and stockholders under our charter. See the section
entitled “Management — Limited Liability and Indemnification of Directors, Officers, Employees and
Other Agents” in this prospectus.
Transferability of Interests
Under the operating partnership agreement, we may not withdraw from the partnership or transfer or
assign all of our general partnership interest without the consent of holders of two-thirds of the limited
partnership units, except in connection with the sale of all or substantially all of our assets. Under certain
circumstances and with the prior written consent of the general partner and satisfaction of other conditions
set forth in the operating partnership agreement, holders of limited partnership units may withdraw from
the partnership and transfer and/or encumber all or any part of their units.
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In addition, limited partnership units are not registered under the federal or state securities laws. As a
result, the ability of a holder to transfer its units may be restricted under such laws.
Extraordinary Transactions
The operating partnership agreement generally permits either or both of us and the operating
partnership to engage in any authorized business combination without the consent of the limited partners.
A business combination is any merger, consolidation or other combination with or into another entity, or
the sale of all or substantially all of the assets of any entity, or any liquidation, reclassification,
recapitalization or change in the terms of the equity stock into which a unit may be converted. We are
required to send to each limited partnership common unitholder notice of a proposed business
combination.
Generally, a limited partner may not exercise its exchange rights until it has held the units for at least
one year. However, in the case of a proposed business combination, each holder of a limited partnership
common unit in the operating partnership has the right to exercise its exchange right prior to the
stockholder vote on the transaction, even if it has held its units for less than one year. See the section
entitled “— Limited Partner Exchange Rights” below for a description of such rights.
Upon the limited partner’s exercise of the exchange right in the case of a business combination, the
partnership units will be exchanged for the cash value of a corresponding number of units of our common
stock or, at our option, a corresponding number of units of our common stock. However, we cannot pay a
limited partnership common unitholder in units of our common stock if the issuance of units to such
holder would:
•

be prohibited under our charter, for example, if the issuance would (i) violate the 9.8% ownership
limits or (ii) result in our being “closely held” within the meaning of Section 856(h) of the Internal
Revenue Code (see the section entitled “Description of Securities — Restrictions on Ownership
and Transfer” in this prospectus);

•

cause us to no longer qualify, or create a material risk that we may no longer qualify, as a REIT in
the opinion of our counsel; or

•

cause the acquisition of units by the limited partner to be integrated with any other distribution
of units for purposes of complying with the registration provisions of the Securities Act.

Any limited partnership unitholders who timely exchange their units prior to the record date for the
stockholder vote on a business combination shall be entitled to vote their units in any stockholder vote on
the business combination. Holders of limited partnership units who exchange their units after the record
date may not vote their units in any stockholder vote on the proposed business combination. The right of
the limited partnership common unitholders to exercise their right to exchange without regard to whether
they have held the units for more than a year terminates upon the earlier of (i) the disapproval of the
business combination by our board of directors, (ii) the disapproval of the business combination by
stockholders, (iii) the abandonment of the business combination by any of the parties to it, or (iv) the
business combination’s effective date.
We cannot consummate a business combination (other than one in which we are the surviving entity)
unless all limited partners receive, or have the right to election to receive, for each unit they own, an amount
of cash, securities or other property equal to the amount of cash, securities or other property or value paid
in the combination to a holder of a share of common stock. If, in connection with a business combination,
a tender or similar offer has been accepted by holders of more than 50% of the outstanding common stock,
then each limited partner will have the option to exchange its units for the amount of cash, securities or
other property which the limited partner would have received had it exercised its exchange rights under the
operating partnership agreement, and tendered the shares of common stock received upon exercise of the
exchange rights immediately prior to the expiration of the offer.
However, we may merge into or consolidate with another entity without adhering to these limitations
if, immediately after the merger or consolidation, substantially all the assets of the surviving entity, other
than the partnership units held by us, are contributed to the operating partnership as a capital contribution
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in exchange for partnership units with a fair market value equal to the value of the assets contributed as
determined by the surviving entity’s general partner in good faith and the surviving entity’s general partner
expressly agrees to assume all of our obligations as general partner under the operating partnership
agreement.
Issuance of Additional Units
As general partner of the operating partnership, we can, without the consent of the limited partners,
cause the operating partnership to issue additional units. A new issuance may include preferred units, which
may have rights which are different than, or superior to, those of existing units. The operating partnership
agreement also requires the issuance of additional common units corresponding with any issuance of stock
by us pursuant to our distribution reinvestment plan or as a result of distributing stock in order to meet our
annual distribution requirement to maintain our status as a REIT.
Capital Contributions
The operating partnership agreement provides that, if the operating partnership requires additional
funds at any time, or from time to time, in excess of funds available to it from prior borrowings or capital
contributions, we, as general partner, may raise additional funds required by the operating partnership by
causing it to borrow the necessary funds from third parties on such terms and conditions as we deem
appropriate. As an alternative to borrowing funds required by the operating partnership, we may contribute
the amount of such required funds as an additional capital contribution.
Our operating partnership has classes of limited partnership common units that correspond to our
classes of capital stock: Class A limited partnership units, or Class A OP Units, Class K OP Units,
Class K-I limited partnership units, or Class K-I OP Units, Class K-T limited partnership units, or
Class K-T OP Units, and Class B limited partnership units, or Class B OP Units. The operating partnership
agreement also provides that we must contribute cash or other property received in exchange for the
issuance of equity stock to the operating partnership in exchange for units of the same class as the
applicable units with respect to which Offering proceeds have been received. Such limited partnership
common units will have economic terms that vary based upon the class of units issued. Upon the
contribution of cash or other property received in exchange for the issuance of common stock, we will
receive one general partnership common unit for each unit of common stock issued by us. Upon the
contribution of the cash or other property received in exchange for the issuance of each share of equity
stock other than common stock, we will receive one unit with rights and preferences respecting distributions
corresponding to the rights and preferences of the equity stock that we issued. If we contribute additional
capital to the operating partnership, our partnership interest will be increased on a proportionate basis.
Conversely, the partnership interests of the limited partners will be decreased on a proportionate basis
if we contribute any additional capital.
Distributions
The operating partnership agreement specifies the manner in which distributions from the partnership
will be made to partners. Distributions from the partnership are made at the times and in the amounts
determined by us, as the general partner. The operating partnership agreement specifies the manner in
which distributions from the partnership will be made to partners and accrue under the operating
partnership agreement. Holders of Class K OP Units, Class K-I OP Units and Class K-T OP Units are
generally entitled to receive payment distributions prior to the holders of any other class of limited
partnership units. Distributions accrue automatically with respect to Class K OP Units, Class K-I OP Units
and Class K-T OP Units at the same rate as under our charter with respect to the corresponding common
share classes. In general, the priority of distributions in the operating partnership agreement reflects the
same priority as in the Company’s charter with respect to the corresponding common shares.
The operating partnership agreement also provides that, as general partner, we will have the right to
amend the distribution provisions of the operating partnership agreement to reflect the issuance of
additional classes of units. The operating partnership agreement further provides that, as general partner,
we must use our best efforts to ensure sufficient distributions are made to meet the annual distribution
requirements and to avoid U.S. federal income and excise taxes on our earnings.
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Liquidation
In general, upon the liquidation of the operating partnership, after payment of debts and obligations
and the establishment of reserves, any remaining assets of the partnership will be distributed to partners in
accordance with the priority of distributions upon liquidation of the corresponding shares of our common
stock pursuant to our charter.
Allocations
The operating partnership agreement provides that net income, net loss and any other individual items
of income, gain, loss or deduction of the operating partnership (other than net gain or net loss from the sale
of property of the operating partnership) will be allocated among the partners in such a manner that (after
giving effect to the allocation pursuant to the first sentence of this paragraph) the capital accounts of each
partner, immediately after making such allocations, is, as nearly as possible, equal proportionately to the
distributions that would be made to such partner if the operating partnership were dissolved, its affairs
wound up and its assets were sold for cash, all operating partnership liabilities were satisfied, and the net
sales proceeds of the operating partnership were distributed to the partners immediately after making such
allocation.
Operations
The operating partnership agreement requires that the partnership be operated in a manner that will:
•

enable us to satisfy the requirements for classification as a REIT;

•

unless otherwise consented to by us, as general partner, avoid any U.S. federal income or excise tax
liability; and

•

ensure that the operating partnership will not be classified as a publicly traded partnership under
the Internal Revenue Code.

Pursuant to the operating partnership agreement, the operating partnership will assume and pay when
due, or reimburse us for, payment of all administrative and operating costs and expenses incurred by the
operating partnership and the administrative costs and expenses that we incur on behalf, or for the benefit,
of the operating partnership.
Limited Partner Exchange Rights
Pursuant to the terms of, and subject to the conditions in, the operating partnership agreement, each
holder of a limited partnership common unit will have the right, commencing one year from the issuance of
the limited partner common units (except in connection with a business combination), to cause the
operating partnership to redeem such holder’s limited partner common units for cash in an amount equal to
the fair market value (as defined in the operating partnership agreement) per share of our common stock
minus the maximum selling commissions and dealer manager fee allowed in the Offering. Alternatively, at
our option, we may issue one unit of our common stock for each limited partner common unit redeemed.
We will make the decision whether to exercise our right to issue units of common stock in lieu of cash
on a case by case basis at our sole and absolute discretion. The limited partnership units exchanged for cash
or units of our common stock will increase our ownership percentage in the operating partnership. See the
section entitled “— Extraordinary Transactions” above for a description of exchange rights in connection
with mergers and other major transactions. We cannot, however, pay a limited partnership common
unitholder in units of our common stock if the issuance of units to such holder would:
•

be prohibited under our charter; for example, if the issuance would (i) violate the 9.8% ownership
limit or (ii) result in our being “closely held” within the meaning of Section 856(h) of the Internal
Revenue Code. See the section entitled “Description of Securities — Restrictions on Ownership
and Transfer” in this prospectus;

•

cause us to no longer qualify, or create a material risk that we may no longer qualify, as a REIT in
the opinion of our counsel; or
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•

cause the acquisition of units by the limited partner to be integrated with any other distribution
of units for purposes of complying with the registration provisions of the Securities Act.

Any common stock issued to the limited partners upon exchange of their respective limited
partnership units may be sold only pursuant to an effective registration statement under the Securities Act
or an exemption from, or exception to, registration. The cash necessary to exchange limited
partnership units may come from any funds legally available to us or the operating partnership. However,
specific funds will not be specially set aside for such purposes, nor will an accounting reserve be established
for it. The necessary cash to satisfy the exchange right could come from cash flow not required to be
distributed to stockholders to maintain our REIT status, fund operations or acquire new properties, or
from borrowings. However, as explained above, we always have the option to satisfy the exchange right by
issuing common stock, and we intend to reserve common stock for that purpose.
As general partner, we will have the right to grant similar exchange rights to holders of other classes
of units, if any, in the operating partnership, and to holders of equity interests in the entities that own our
properties.
Exercise of exchange rights will be a taxable transaction in which gain or loss will be recognized by the
limited partner exercising its right to exchange its units for the cash value of a corresponding number
of units of our common stock or, at our option, a corresponding number of shares of our common stock,
to the extent that the amount realized exceeds the limited partner’s adjusted basis in the units exchanged.
See the section entitled “Federal Income Tax Considerations — Tax Aspects of Investments in
Partnerships” in this prospectus.
Tax Matters
Pursuant to the operating partnership agreement, James A. Procaccianti will be the partnership
representative and as such, will have authority to make all decisions on behalf of the operating partnership
consistent with his status as such under the Internal Revenue Code. Tax income and loss generally will be
allocated in a manner that reflects the entitlement of the general partner and limited partners to receive
distributions from the operating partnership. For a description of other tax consequences stemming from
our investment in the operating partnership, see the section entitled “Federal Income Tax Considerations —
Tax Aspects of Investments in Partnerships” in this prospectus.
Duties and Conflicts
Except as otherwise set forth under the sections entitled “Conflicts of Interest” and “Management” in
this prospectus, any limited partner may engage in other business activities outside the operating
partnership, including business activities that directly compete with the operating partnership.
Term
The operating partnership will continue in full force and effect until it is dissolved and terminated
(i) upon our dissolution, bankruptcy, insolvency or termination, (ii) upon the sale or other disposition of all
or substantially all of the assets of the operating partnership unless we, as general partner, elect to continue
the business of the operating partnership to collect the indebtedness or other consideration to be received in
exchange for the assets of the operating partnership, or (iii) by operation of law.
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MATERIAL U.S. FEDERAL INCOME TAX CONSIDERATIONS
The following is a summary of material U.S. federal income tax considerations associated with
ownership of our K-I Shares, K Shares and K-T Shares, as well as the applicable requirements under U.S.
federal income tax laws to maintain REIT status, and the material U.S. federal income tax consequences of
maintaining REIT status. This discussion is based upon the laws, regulations, and reported judicial and
administrative rulings and decisions in effect as of the date of this prospectus, all of which are subject to
change, retroactively or prospectively, and to possibly differing interpretations. This discussion does not
purport to deal with the U.S. federal income and other tax consequences applicable to all investors in light
of their particular investment or other circumstances, or to all categories of investors, some of whom may
be subject to special rules (for example, insurance companies, tax-exempt organizations, entities treated as
partnerships for U.S. federal income tax purposes, and investors therein, trusts, financial institutions and
broker-dealers).
The Internal Revenue Code provisions governing the U.S. federal income tax treatment of REITs are
highly technical and complex, and this summary is qualified in its entirety by the express language of
applicable Internal Revenue Code provisions and, the Treasury Regulations promulgated thereunder, as well
as administrative and judicial interpretations thereof. Morris, Manning & Martin, LLP has acted as our tax
counsel in connection with our election to be taxed as a REIT, and has rendered the opinion set forth below
under “— Legal Counsel Opinion.” However, opinions of counsel are not binding on the IRS or on the
courts, and no assurance can be given that the conclusions reached by Morris, Manning & Martin, LLP
would be sustained in court. Prospective investors are urged to consult their own tax advisors and financial
planners in order to determine the U.S. federal, state, local, foreign and other tax consequences to them of
the purchase, ownership and disposition of our securities, the tax treatment of a REIT and the effect of
potential changes in the applicable tax laws.
Beginning with our taxable year ended December 31, 2018, we elected to be taxed as a REIT under the
applicable provisions of the Internal Revenue Code and the regulations promulgated thereunder. We intend
to continue operating as a REIT so long as REIT status remains advantageous. However, we cannot assure
you that we will always be able to meet the applicable requirements under U.S. federal income tax laws.
In brief, a corporation that invests primarily in real estate can, if it complies with the provisions in
Sections 856 through 860 of the Internal Revenue Code, elect to qualify as a REIT and claim U.S. federal
income tax deductions for dividends it pays to its stockholders. A REIT is generally not taxed on its REIT
taxable income to the extent such income is currently distributed to stockholders, thereby completely or
substantially eliminating the “double taxation” to which a corporation and its stockholders are generally
subject. However, as discussed in greater detail below, a REIT could be subject to U.S. federal income tax in
some circumstances which would reduce cash available for distribution to its stockholders.
Legal Counsel Opinion
Morrison & Foerster LLP has reviewed this summary and is of the opinion that it fairly summarizes
the U.S. federal income tax considerations addressed that are material to our stockholders. In connection
with this offering, Morris, Manning & Martin, LLP rendered an opinion to the effect that, commencing
with our taxable year ended December 31, 2018, we are organized in conformity with the requirements for
qualification as a REIT, and our proposed method of operation will enable us to continue to meet the
requirements for qualification and taxation as a REIT. This opinion has been filed as an exhibit to the
registration statement of which this prospectus is a part, and is based and conditioned, in part, on various
assumptions and representations as to factual matters and covenants made to Morris, Manning & Martin,
LLP by us and our advisor. Our qualification as a REIT depends upon our ability to meet, through
operation of our properties and our investment in other assets, the applicable requirements under U.S.
federal income tax laws. Morris, Manning & Martin, LLP has not reviewed any operating results for
compliance with the applicable requirements under U.S. federal income tax laws. Therefore, we cannot
assure you that our actual operating results will allow us to satisfy the applicable requirements for
qualification as a REIT under U.S. federal income tax laws in any taxable year. See the “Risk
Factors — U.S. Federal Income Tax Risks” section of this prospectus.
General
We made an election to be taxed as a REIT under Sections 856 through 860 of the Internal Revenue
Code, effective beginning with our taxable year ended December 31, 2018. However, no assurance can be
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given that we will operate in a manner so as to remain qualified as a REIT. In addition, although REITs
continue to receive substantially better tax treatment than entities taxed as corporations, it is possible that
future legislation would cause a REIT to be a less advantageous form of organization for companies that
invest in the types of real estate assets we generally invest in, and it could become more advantageous for
such companies to elect to be taxed for U.S. federal income tax purposes as a corporation. Pursuant to our
charter, our board of directors will have the authority to make any tax elections on our behalf that, in its
sole judgment, are in our best interest. This authority includes the ability to elect not to qualify as a REIT
for U.S. federal income tax purposes by revoking or otherwise terminating our status as a REIT. Our board
of directors will have the authority under our charter to make these elections without the necessity of
obtaining the approval of our stockholders. In addition, our board of directors will have the authority to
waive any restrictions and limitations contained in our charter that are intended to preserve our status as a
REIT during any period in which our board of directors determines not to pursue or preserve our status as
a REIT or if our board of directors otherwise deems it in our best interest to so waive such restrictions. Our
board of directors has fiduciary duties to us and to all investors and could only cause such changes in our
tax treatment if it determines in good faith that such changes are in the best interests of our stockholders.
If we continue to qualify and maintain our qualification for taxation as a REIT, we generally will not
be subject to U.S. federal corporate income taxes on that portion of our ordinary income or capital gain
that we distribute currently to our stockholders, because the REIT provisions of the Internal Revenue Code
generally allow a REIT to deduct dividends paid to its stockholders. This substantially eliminates the U.S.
federal “double taxation” on earnings (taxation at both the corporate level and stockholder level) that
usually results from an investment in a corporation.
Taxation of a REIT
The term “REIT taxable income” means a REIT’s taxable income computed in the same manner as for
a corporation that is not a REIT, with the following adjustments:
•

excluding deductions allowed by Internal Revenue Code Sections 241 through 247, and 249
(relating generally to the deduction for distributions received);

•

excluding amounts equal to:

•

•

net income from foreclosure property; and

•

net income derived from prohibited transactions;

deducting amounts equal to:
•

the tax imposed by Internal Revenue Code Section 856(c)(7)(C) upon a failure to meet the
quarterly asset tests, the tax imposed by Internal Revenue Code Section 856(g)(5) for
otherwise avoiding REIT disqualification, and the tax imposed by Internal Revenue Code
Section 857(b)(7) on redetermined rents, redetermined deductions and excess interest;

•

the tax imposed by Internal Revenue Code Section 857(b)(5) upon a failure to meet the 95%
and/or the 75% gross income tests;

•

the deduction for dividends paid, computed without regard to the amount of the net income
from foreclosure property that is excluded from REIT taxable income; and

•

without regard to any change of annual accounting period pursuant to Section 443(b) of the
Internal Revenue Code.

In any year in which we qualify as a REIT and have a valid election in place, we will claim deductions
for the dividends we pay to our stockholders, and therefore will not be subject to U.S. federal income tax on
that portion of our taxable income or capital gain that is distributed to our stockholders. It is our intent to
distribute at least 90% of our REIT taxable income determined without regard to the deduction for
dividends paid and excluding net capital gain, as described above.
Nevertheless, we will be subject to U.S. federal tax in the following circumstances:
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•

We will be taxed at normal corporate rates on any taxable income, including net capital gain, not
distributed.

•

If we fail to satisfy either the 95% gross income test or the 75% gross income test (each of which is
described below), yet we maintain our REIT status, we could be subject to a 100% penalty tax that
would be imposed by reference to the amount by which we failed the 75% or 95% gross income
test (whichever amount is greater) multiplied by a fraction intended to reflect our profitability.

•

We will be subject to an excise tax if we fail to currently distribute sufficient income. In order to
make the “required distribution” with respect to a calendar year, we must distribute the sum of
(i) 85% of our REIT ordinary income for the calendar year, (ii) 95% of our REIT capital gain net
income for the calendar year, and (iii) 100% of our undistributed income from prior years. Any
excise tax liability would be equal to 4% of the difference between the amount required to be
distributed under this formula and the sum of (a) the amounts actually distributed (taking into
account excess distributions from prior years), plus (b) retained amounts on which federal income
tax is paid at the corporate level.

•

We may be subject to the corporate “alternative minimum tax” (for taxable years beginning on or
before December 31, 2017) on our items of tax preference, including any deductions of net
operating losses.

•

If we derive “excess inclusion income” from an interest in certain mortgage loan securitization
structures (i.e., a “taxable mortgage pool” or a residual interest in a real estate mortgage
investment conduit, or a REMIC), we could be subject to corporate level U.S. federal income tax
at a 21% rate to the extent that such income is allocable to specified types of tax-exempt
stockholders known as “disqualified organizations” that are not subject to unrelated business
income tax. See the section entitled “— Other Issues With Respect to Taxation of a REIT —
Excess Inclusion Income”.

•

If we have net income from prohibited transactions such income would be subject to a 100% tax.
See the section entitled “— Other Issues With Respect to Taxation of a REIT — Prohibited
Transactions”.

•

We will be subject to U.S. federal income tax at the highest corporate rate on any non-qualifying
income from foreclosure property. “Foreclosure property” is real property and any personal
property incident to such real property (1) that is acquired by a REIT as the result of the REIT
having bid on the property at foreclosure, after there was a default (or default was imminent) on a
lease of the property or on a mortgage loan held by the REIT and secured by the property, (2) the
related loan or lease of which was acquired by the REIT at a time when default was not imminent
or anticipated, and (3) for which such REIT makes a proper election to treat the property as
foreclosure property.

•

If we should fail to satisfy any of the asset test requirements (which are described in detail below)
for a quarter by more than a de minimis amount, and our failure is due to reasonable cause and
not willful neglect, we will maintain our REIT status if we, among other things, pay a penalty tax.
See the section entitled “— Requirements for Qualification as a REIT — Asset Tests” below.

•

If we acquire any asset from a taxable corporation in a transaction in which our basis in the asset
is determined by reference to the corporation’s basis in the asset, and we recognize gain on the
disposition of such an asset during the 5-year period beginning on the date we acquired such
asset, then the excess of the fair market value as of the beginning of the applicable recognition
period over our adjusted basis in such asset at the beginning of such recognition period will be
subject to U.S. federal income tax at the highest regular corporate U.S. federal income tax rate.
The results described in this paragraph assume that the non-REIT corporation will not elect, in
lieu of this treatment, to be subject to an immediate tax when the asset is acquired by us.

•

A 100% tax may be imposed on transactions between us and a TRS that do not reflect
arm’s-length terms.
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•

The earnings of our subsidiaries, including any subsidiary we may elect to treat as a TRS, are
generally subject to U.S. federal corporate income tax to the extent that such subsidiaries are
subchapter C corporations.

•

If we fail to satisfy any provision of the Internal Revenue Code that would result in our failure to
qualify as a REIT (other than a gross income or asset test requirement as discussed above) and the
violation is due to reasonable cause and not willful neglect, we may retain our REIT qualification
but we will be required to pay a penalty of $50,000 for each such failure.

•

We may be required to pay monetary penalties to the IRS in certain circumstances, including if we
fail to meet record-keeping requirements intended to monitor our compliance with rules relating
to the composition of our stockholders, as described in the “— Requirements for Qualification as
a REIT” and “— Recordkeeping Requirements”.

•

We may elect to retain and pay income tax on our net long-term capital gain. In that case, a
stockholder would include its proportionate share of our undistributed long-term capital gain (to
the extent we make a timely designation of such gain to the stockholder) in its income and would
be allowed a credit for its proportionate share of the tax deemed to have been paid, and an
adjustment would be made to increase the stockholder’s basis in our securities.

•

In addition, we and our subsidiaries may be subject to a variety of taxes, including state and local
and foreign income, property and other taxes on our assets and operations. We could also be
subject to tax in situations and on transactions not currently contemplated.

Requirements for Qualification as a REIT
The Internal Revenue Code defines a REIT as a domestic corporation, trust or association, that is
neither a financial institution nor an insurance company (as defined by the Internal Revenue Code) which is
managed by one or more trustees or directors whose shares are evidenced by transferable shares or by
transferable certificates of beneficial interest. In addition, commencing with a REIT’s second taxable year,
(i) the beneficial ownership of the REIT must be held by 100 or more persons during at least 335 days of a
taxable year or during a proportionate part of a shorter taxable year, and (ii) during the last half of each
taxable year not more than 50% in value of the REIT’s outstanding equity interests can be owned, directly
or indirectly, by five or fewer individuals (as specially defined in the Internal Revenue Code to include
certain entities). We refer to this latter test as the “closely held test.” A REIT will be treated as having met
the closely held test if it has complied with certain Treasury Regulations for ascertaining the ownership of
its interests for such year and if it did not know (or after the exercise of reasonable due diligence would not
have known) that its interests were sufficiently closely held during such year to cause it to fail the closely
held test. In addition, a REIT must make an affirmative election to be taxed as a REIT and satisfy relevant
filing and other administrative requirements and must use a calendar year for U.S. federal income tax
purposes. Our charter contains certain provisions intended to enable us to meet these requirements.
With respect to the operating partnership, a partnership is generally not subject to U.S. federal income
tax, and instead allocates its tax attributes to its partners. The partners are subject to U.S. federal income
tax on their allocable share of the income, gain, loss, and expense of the partnership without regard to
whether they receive distributions from the partnership. Each partner’s share of a partnership’s tax
attributes is determined in accordance with the partnership agreement. For purposes of the asset tests and
gross income tests (see “— Asset Tests” and “— Gross Income Tests” below), we will be deemed to own a
proportionate share (based on our capital interest) of the assets of the operating partnership and we will be
allocated a proportionate share of each item of gross income of the operating partnership. The same holds
true with respect to any joint ventures into which we or the operating partnership may enter where such
joint ventures are treated as partnerships for tax purposes.
In addition to satisfying the requirements described above, we must meet, among others, the following
requirements:
Asset Tests
At the close of each quarter of each taxable year, we must also satisfy various tests relating to the
nature of our assets. First, at least 75% of the value of our total assets must be represented by real estate
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assets (as defined in the Internal Revenue Code), cash, cash items and certain government securities. Real
estate assets include (i) real property (including interests in real property, such as land, buildings, and
leasehold interests in real property), and interests in mortgages on real property; (ii) shares in other
qualifying REITs; and (iii) any property (not otherwise a real estate asset) attributable to the temporary
investment of “new capital” in stock or a debt instrument, but only for the one-year period beginning on
the date we received the new capital. Second, of the investments not included in the 75% asset class, the
value of any one issuer’s securities owned by us may not exceed 5% of the value of our total assets, and we
may not own more than 10% of the total voting power or total value of one corporate issuer’s outstanding
securities. The foregoing 5% and 10% limitations do not apply to the securities of a TRS or qualified REIT
subsidiary, as discussed below. Furthermore, not more than 25% of our assets may consist of debt
instruments issued by publicly offered REITs that do not otherwise qualify as “real estate assets.”
Additionally, if we fail an asset test at the end of any quarter, we will have the 30 days following the close of
such quarter during which we can cure the failure.
Two modifications apply to the 25% asset test for qualified REIT subsidiaries or TRSs. The stock of a
qualified REIT subsidiary is not counted for purposes of the 25% asset test. A qualified REIT subsidiary is
a corporation that is wholly owned by a REIT, and is disregarded for U.S. federal income tax purposes. A
qualified REIT subsidiary is not subject to U.S. federal income tax, but may be subject to state or local tax.
Additionally, a REIT may own the stock of a TRS which is a corporation (other than another REIT)
that is owned in whole or in part, directly or indirectly by, a REIT, and joins in an election with the REIT to
be classified as a TRS. A corporation that is 35% or more owned by a TRS also will automatically be
treated as a TRS. A TRS may not be a qualified REIT subsidiary, and vice versa. For purposes of the 25%
asset test, securities of a TRS are excepted from the 10% vote and value and 5% value limitations on a
REIT’s ownership of securities of a single issuer. However, no more than 20% of the value of a REIT’s total
assets may be represented by securities in a TRS.
If a REIT fails to meet any of the asset test requirements for a quarter other than a de minimis failure
noted above, then the REIT still would be deemed to have satisfied the requirements if (i) following the
REIT’s identification of the failure, the REIT files a schedule with a description of each asset that caused
the failure, in accordance with regulations prescribed by the Treasury; (ii) the failure was due to reasonable
cause and not to willful neglect; (iii) the REIT disposes of the assets within six months after the last day of
the quarter in which the identification occurred or such other time period as is prescribed by the Treasury
(or the requirements of the rules are otherwise met within that period); and (iv) the REIT pays a tax on the
failure equal to the greater of (1) $50,000, or (2) an amount determined (under regulations) by multiplying
(x) the highest rate of tax for corporations under section 11 of the Internal Revenue Code, by (y) the net
income generated by the assets for the period beginning on the first date of the failure and ending on the
date the REIT has disposed of the assets (or otherwise satisfies the requirements).
Gross Income Tests
For each calendar year, we must satisfy two separate tests based on the composition of our gross
income.
The 75% Gross Income Test
At least 75% of our gross income for the taxable year (excluding gross income from prohibited
transactions and certain hedging and foreign currency transactions) must result from (i) rents from real
property, (ii) interest on obligations secured by mortgages on real property or on interests in real property,
(iii) gains from the sale or other disposition of real property (including interests in real property and
interests in mortgages on real property) other than property held primarily for sale to customers in the
ordinary course of our trade or business, (iv) distributions from other REITs and gain (other than gain
from prohibited transactions) from the sale of shares of other REITs, (v) other specified investments
relating to real property or mortgages thereon, and (vi) temporary investment income from the deployment
of newly raised capital for up to a year (as described under the “Asset Tests” above). We intend to invest
funds not otherwise invested in real property in cash, cash items, or other liquid investments which will
allow us to qualify under the 75% gross income test.
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Income attributable to a lease of real property will generally qualify as “rents from real property” under
the 75% gross income test (and the 95% gross income test described below), subject to the rules discussed
below.
Related Party Rents. Rent from a particular tenant will not qualify if we, or an owner of 10% or more
of our securities, directly, indirectly or after the application of certain ownership attribution rules, owns
10% or more of the voting shares or the total number of shares of all classes of securities in, or 10% or
more of the assets or net profits of, the tenant (subject to certain exceptions). As further described below,
this restrictions should not apply to rents we receive from a TRS with respect to the lease of a qualified
lodging facility.
Personal Property Limitation. The portion of rent attributable to personal property rented in
connection with real property will not qualify, unless the portion attributable to personal property is 15% or
less of the total rent received under, or in connection with, the lease. If the portion of rents attributable to
personal property exceeds 15% of the total rents, then the portion of the rents we receive associated with the
personal property will be deemed non-qualifying income for purposes of the 75% gross income test and
95% gross income test (the latter discussed below).
Rents Based on Income. Generally, rent will not qualify if it is based in whole, or in part, on the
income or profits of any person. However, rent will not fail to qualify if it is based on a fixed percentage (or
designated varying percentages) of receipts or sales, including amounts above a base amount so long as the
base amount is fixed at the time the lease is entered into, the provisions are in accordance with normal
business practice and the arrangement is not an indirect method for basing rent on income or profits. In
addition, rents based on the income or profits of a tenant, where the tenant derives substantially all of its
income from the underlying real property by leasing substantially all of its interest in the property will also
qualify as “rents from real property,” but only to the extent that the amounts received by the tenant would
be qualifying “rents from real property” if received directly by a REIT.
Impermissible Tenant Services Income. Rental income will not qualify if we furnish or render services
to tenants or manage or operate the underlying property, other than through a permissible “independent
contractor” from whom we derive no income, or through a TRS. This requirement, however, does not apply
to the extent that the services, management or operations we provide are “usually or customarily rendered”
in connection with the rental of space for occupancy only, or are not otherwise considered “rendered to the
occupant.”
Our intention is that any services we provide are those usually or customarily rendered in connection
with the rental of space for occupancy only, and therefore, providing these services will not cause the rents
received with respect to the properties to fail to qualify as rents from real property for purposes of the 75%
gross income test (and the 95% gross income test described below). Our board of directors intends to hire
qualifying independent contractors or to utilize TRSs to render services which it believes, after consultation
with our tax advisors, are not usually or customarily rendered in connection with the rental of space for
occupancy only.
In addition, we do not expect to (1) charge rent for any property that is based in whole or in part on
the income or profits of any person (except by reason of being based on a percentage of receipts or sales, as
described above), (2) charge rent that will be attributable to personal property in an amount greater than
15% of the total rent received under the applicable lease, or (3) enter into any lease with a related party
tenant that would result in non-qualifying rental income.
Rents from TRSs. Amounts received as rent from a TRS are not excluded from rents from real
property by reason of the related party rent rules described above, if the activities of the TRS and the
nature of the properties it leases meet certain requirements. Generally, amounts received by us from a TRS
with respect to any qualified lodging facilities we own will be considered rents from real property only if
each qualified lodging facility is not managed or operated by us or the TRS to which it is leased, but rather
is managed or operated by an “eligible independent contractor” which means an independent contractor
that is actively engaged in the trade or business of operating qualified lodging facilities for persons not
related, as defined in the Internal Revenue Code, to us or the TRS. To qualify as an “independent
contractor,” a property manager must not own, directly or by applying certain ownership attribution
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provisions of the Internal Revenue Code, more than 35% of our outstanding shares of stock, and no person
or group of persons owning more than 35% of our outstanding shares can own more than 35% of the
ownership interests of the property manager, again applying specified ownership attribution rules (but with
respect to ownership interests in such property managers that are publicly traded, only holders of more
than 5% of such ownership interests count towards the 35% test). The test for such independent
contractor’s eligibility is made at the time the eligible independent contractor enters into a management
agreement or other similar service contract with the TRS to operate the qualified lodging facility. Since our
property manager will generally be an affiliated party, we will monitor the property manager’s ownership as
well as our own ownership to ensure our property manager meets the requirements for an eligible
independent contractor.
We expect that any qualified lodging facilities that we lease to a TRS will be operated in accordance
with these requirements with the result that amounts received from the TRS will be considered rents from
real property. The TRS will pay regular corporate rates on any income it earns from the operation of our
qualified lodging facilities. In addition, the rules impose a 100% excise tax on transactions between a TRS
and its parent REIT where the terms are not on an arm’s-length basis.
Interest Income. It is possible that we will be paid interest on loans secured by real property. Interest
income generally qualifies under the 95% gross income test, and interest on loans secured by real property
generally qualifies under the 75% gross income test, provided, in both cases, that the interest does not
depend, in whole or in part, on the income or profits of any person (other than amounts based on a
fixed percentage of receipts or sales). If a loan is secured by both real property and other property, all the
interest will nevertheless qualify under the 75% gross income test if the amount of the loan during the year
does not exceed the fair market value of the real property at the time of the loan commitment. We intend
for all of our loans secured by real property to be structured in a manner such that income generated from
such loans will be treated as qualifying income under the 75% gross income test.
We believe that substantially all of our income from any mortgage-related securities generally will be
qualifying income for purposes of the REIT gross income tests. However, to the extent that we own
non-REMIC collateralized mortgage obligations or other debt instruments secured by mortgage loans
(rather than real property), or secured by non-real estate assets, or debt securities that are not secured by
mortgages on real property or interests in real property, the interest income received with respect to such
securities generally will not be qualifying income for purposes of the 75% gross income test. In addition, if
the loan amount of a mortgage loan that we own exceeds the value of the real property securing the loan,
the interest attributable to the amount of the loan that exceeds the value of the real property securing the
loan will not be qualifying income for purposes of the 75% gross income test.
The 95% Gross Income Test
In addition to deriving 75% of our gross income from the sources listed above, at least 95% of our
gross income (excluding gross income from prohibited transactions and certain hedging and foreign
currency transactions) for the taxable year must be derived from a combination of sources that satisfy the
75% gross income test and sources of income not associated with real property that are either (i) dividends,
(ii) interest, or (iii) gain from the sale or disposition of stock or other securities that are not assets held
primarily for sale to customers in the ordinary course of our trade or business. We intend to invest funds
not otherwise invested in properties in cash, cash items or other liquid investments that will qualify under
the 95% gross income test.
Our properties will primarily give rise to rental income and gains on sales of the properties,
substantially all of which will generally qualify under the 75% gross income test and 95% gross income test.
We expect that we will have little or no income that does not satisfy one or both of these tests.
The gross income generated by our TRSs would not be included in our gross income. However, we
would realize gross income from these TRSs in the form of rents. In addition, any dividends from TRSs to
us would be included in our gross income and qualify for the 95% gross income test (but not the 75% gross
income test).
Treatment of Certain Interest for Purposes of the Gross Income Tests
Interest (including any original issue discount or market discount) on debt secured by a lien on real
property or on interests in real property is generally qualifying income for purposes of the 75% gross
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income test. However, to the extent the loan is secured by both real property and other property, if the
highest principal amount of a loan outstanding during a taxable year exceeds the fair market value of the
real property securing the loan as of the date the REIT agreed to originate or acquire the loan, a portion of
the interest income from such loan will not be qualifying income for purposes of the 75% gross income test,
but will be qualifying income for purposes of the 95% gross income test. The portion of the interest income
that will not be qualifying income for purposes of the 75% gross income test will be equal to the portion of
the principal amount of the loan that is not secured by real property (i.e., the proportionate amount by
which the loan exceeds the value of the real estate that is security for the loan).
If a loan contains a provision that entitles a REIT to a percentage of the borrower’s gain upon the sale
of the real property securing the loan or a percentage of the appreciation in the property’s value as of a
specific date, income attributable to that loan provision will be treated as gain from the sale of the property
securing the loan, which generally is qualifying income for purposes of both gross income tests (provided it
is not characterized as gain from a “prohibited transaction”).
Failure to Satisfy the Gross Income Tests
If we fail to satisfy either the 75% gross income test or 95% gross income tests for any taxable year, we
may retain our status as a REIT for such year if: (i) the failure was due to reasonable cause and not due to
willful neglect and (ii) we attach to our return a schedule describing the nature and amount of each item of
our gross income. We cannot predict, however, whether in all circumstances we would qualify for the benefit
of these relief provisions. In addition, as discussed above under the section “Taxation of a REIT”, if this
relief provision is available, we would remain subject to tax equal to the greater of the amount by which we
failed the 75% gross income test or the 95% gross income test, as applicable, multiplied by a fraction
intended to reflect our profitability.
Annual Distribution Requirements
In order to qualify as a real estate investment trust, we are required to distribute dividends (other than
capital gain dividends) to our stockholders in an amount at least equal to the difference of (a) the sum of
(i) 90% of our “REIT taxable income” (computed without regard to the dividends paid deduction and net
capital gain or loss) and (ii) 90% of any net income (after tax), if any, from foreclosure property, minus (b)
the sum of certain items of noncash income over 5% of REIT taxable income. Such dividends must be paid
in the taxable year to which they relate. Dividends paid in the subsequent year, however, will be treated as if
paid in the prior year for purposes of such prior year’s 90% distribution requirement, if one of the
following two sets of criteria is satisfied: (1) the dividends were declared in October, November, or
December, the dividends were payable to stockholders of record on a specified date in any such month, and
the dividends were actually paid during January of the subsequent year; or (2) the dividends were declared
before we timely file our U.S. federal income tax return for the year, the dividends were distributed in the
12-month period following the close of the prior year and not later than the first regular dividend payment
after such declaration, and we elect, on our tax return for the prior year to have a specified amount of that
distribution treated as if paid in the prior year. To the extent that we do not distribute all of our net capital
gain or distributes at least 90%, but less than 100%, of our “REIT taxable income,” as adjusted, we will be
subject to tax on the undistributed amount at regular capital gains and ordinary corporate tax rates. A
stockholder may be entitled to a tax credit for its share of any tax we pay on undistributed net capital gains.
Furthermore, if we should fail to distribute during each calendar year at least the sum of (i) 85% of our
REIT ordinary income for such year, (ii) 95% of our REIT capital gain net income for such year, and
(iii) any undistributed ordinary income and capital gain net income from prior periods, we will be subject to
a 4% nondeductible excise tax on the excess of such required distribution over the amounts actually
distributed.
Following a final adjustment by the IRS of a REIT’s taxable income, the REIT may be able to rectify a
failure to meet the distribution requirement for a year by paying “deficiency dividends” to its stockholders.
Thus, the REIT may be able to avoid being taxed on amounts distributed as deficiency dividends; however,
it will be required to pay interest to the IRS based upon the amount of any deduction taken for deficiency
dividends.
We intend to pay sufficient dividends each year to satisfy the annual distribution requirements, avoid
excise taxes and minimize U.S. federal income taxes on our earnings. It may not always be possible, however,
218

to do so. It is possible that we may not have sufficient cash or other liquid assets to meet the annual
distribution requirements due to tax accounting rules and other timing differences. We will closely monitor
the relationship between our REIT taxable income and cash flow, and if necessary may borrow funds to
comply with the annual distribution requirements.
Historically, in order for dividends to be counted toward satisfying the annual distribution
requirements for REITs, and to provide us with a REIT-level tax deduction, the dividends could not be
“preferential dividends.” A dividend is not a preferential dividend if the distribution is pro rata among all
outstanding shares of stock within a particular class and in accordance with the preferences among
different classes of stock as set forth in a REIT’s organizational documents. On December 18, 2015,
Congress passed the Protecting Americans from Tax Hikes Act of 2015, which is commonly referred to as
the PATH Act. The PATH Act repealed the set of rules prohibiting preferential dividends, but only with
respect to REITs that file annual and periodic reports with the SEC under the Exchange Act. With the
consummation of an initial public offering, we became a reporting company under the Exchange Act, and
the preferential dividend rule therefore became inapplicable to us. Nevertheless, if the IRS determined that
we made a preferential dividend payment before the consummation of our initial public offering, such
preferential dividend could disqualify us from being taxed as a REIT.
Recordkeeping Requirements
To monitor compliance with the share ownership requirements, we generally are required to maintain
records regarding the actual ownership of our securities. To do so, the Treasury Regulations require that we
demand written statements each year from the record holders of specified percentages of our securities
(such percentages depending upon the total number of record holders) pursuant to which the record
holders must disclose the actual owners of the securities (i.e., the persons required to include our
distributions in their gross income). We must maintain a list of those persons failing or refusing to comply
with this demand as part of our records. We could be subject to monetary penalties if we fail to comply
with these record-keeping requirements. If you fail or refuse to comply with the demands, you will be
required by Treasury Regulations to submit a statement with your tax return disclosing your actual
ownership of our securities and other information.
Other Issues With Respect to Taxation of a REIT
Characterization of Property Leases
Our TRSs will lease from our operating partnership and its subsidiaries the land, buildings,
improvements, furnishings and equipment comprising our hotel properties. Our ability to claim certain tax
benefits associated with ownership of these properties, such as depreciation, would depend on a
determination that the lease transactions are “true leases,” under which we would be the owner of the leased
property for U.S. federal income tax purposes, rather than a conditional sale of the property or a financing
or loan transaction. The IRS may take the position that a lease is not a true lease for U.S. federal income
tax purposes. The recharacterization of one or more of our leases as a conditional sale, financing, or loan
transaction may have adverse consequences to us, such as the denial of depreciation deductions or a
revaluing of the aggregate value of our assets invested in real estate. Such recharacterizations might cause us
to fail to satisfy the asset tests (see “— Requirements for Qualification as a REIT — Asset Tests” above) or
the gross income tests (see “— Requirements for Qualification as a REIT — Gross Income Tests” above)
and, consequently, we might fail to qualify as a REIT effective with the year of recharacterization. We do
not expect to request a ruling from the IRS or an opinion of counsel concerning the status of any leases of
properties as true leases for U.S. federal income tax purposes.
Prohibited Transactions
Any gain that we recognize from the sale of property held as inventory or otherwise held primarily for
sale to customers in the ordinary course of business (excluding sales of foreclosure property and sales
conducted by TRSs) will be treated as income from a prohibited transaction that is subject to a penalty tax
equal to 100% of the gain on the sale. Gains from prohibited transactions cannot be offset by losses from
prohibited transactions. Under existing law, whether property is held as inventory or primarily for sale to
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customers in the ordinary course of business is a question of fact that depends on all of the facts and
circumstances of the particular transaction. Under a statutory safe harbor, however, we will not be subject
to the 100% tax with respect to a sale of property if (1) the property has been held for at least two years for
the production of rental income prior to the sale, (2) capitalized expenditures on the property in the
two years preceding the sale are less than 30% of the net selling price of the property and (3) (a) we either
have seven or fewer sales of property (excluding certain property obtained through foreclosure and certain
involuntary conversions) in the year of sale, (b) the aggregate tax basis of property sold during the year of
sale is 20% or less of the aggregate tax basis of all of our assets as of the beginning of the taxable year, but
does not exceed 10% of our aggregate tax basis over a three year period, or (c) the aggregate fair market
value of property sold during the year of sale is 20% or less of the aggregate fair market value of all of our
assets as of the beginning of the taxable year but does not exceed 10% of our aggregate fair market value
over a three year period, in each case excluding sales of foreclosure property and involuntary conversions.
In addition, in order for one of the 20% prongs (described in clauses (b) and (c) of the previous sentence) of
the safe harbor to apply, substantially all of the marketing and development expenditures with respect to
the property sold must be made through an independent contractor from whom the REIT derives no
income. Although we will attempt to ensure that none of our sales of property will constitute prohibited
transactions, there is no assurance that none of such sales will be so treated. In the event that the IRS were
to successfully contend that some of our sales are prohibited transactions, we would be required to pay the
100% penalty tax on the gains resulting from any such sales.
Failure to Qualify as a REIT
If we fail to satisfy one or more requirements for REIT qualification, other than the gross income tests
and the asset tests, we could avoid disqualification if our failure is due to reasonable cause and not to willful
neglect and we pay a penalty of $50,000 for each such failure. In addition, there are relief provisions for a
failure of the gross income tests and asset tests, as described in “— Requirements for Qualification as a
REIT — Gross Income Tests” and “— Requirements for Qualification as a REIT — Asset Tests.” If the
applicable relief provisions are not available or cannot be met, we will not be able to deduct our dividends
and will be subject to U.S. federal income tax on our taxable income at regular corporate rates, thereby
reducing cash available for distribution and which distributions would not be required to be made. Under
the Tax Act, non-corporate stockholders, including individuals, generally may deduct 20% of dividends
from a REIT, other than capital gain dividends and dividends treated as qualified dividend income, for
taxable years beginning after December 31, 2017, and before January 1, 2026. If we fail to qualify as a
REIT, such stockholders may not claim this deduction with respect to dividends paid by us. Unless entitled
to relief under specific statutory provisions, we will not be eligible to elect REIT status for the four
taxable years following the year during which qualification was lost.
Tax Aspects of Investments in Partnerships
General
We anticipate holding direct or indirect interests in one or more partnerships, which may include the
operating partnership. We operate as an UPREIT, which is a structure whereby we own a direct interest in
the operating partnership, and the operating partnership, in turn, owns the properties and other assets we
acquire.
The following is a summary of the U.S. federal income tax consequences of our investment in the
operating partnership. This discussion should also generally apply to any investment by us (including
through the operating partnership) in a property through a partnership or other non-corporate entity.
We expect that our operating partnership will be taxed as a partnership for U.S. federal income tax
purposes and will not elect to be taxed as a corporation or be treated as a “publicly traded partnership.” A
publicly-traded partnership is a partnership whose interests are traded on an established securities market
or are readily tradable on a secondary market, or the substantial equivalent thereof, and generally, is taxed
as a corporation. A partnership that is not a publicly traded partnership and has not elected to be taxed as
a corporation is not subject to tax as an entity for U.S. federal income tax purposes. Rather, partners are
allocated their proportionate share of the items of income, gain, loss, deduction and credit of the
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partnership, and potentially are subject to tax thereon, without regard to whether the partners received any
distributions from the partnership. We are required to take into account our allocable share of the foregoing
items of the operating partnership for purposes of the various REIT gross income and asset tests, and in
the computation of our REIT taxable income and U.S. federal income tax liability. Further, there can be no
assurance that distributions from the operating partnership will be sufficient to pay the tax liabilities
resulting from an investment in the operating partnership.
We intend that interests in the operating partnership (and any partnership invested in by the operating
partnership) will fall within one of the “safe harbors” to avoid being classified as a publicly traded
partnership. However, our ability to satisfy the requirements of some of these safe harbors depends on the
results of our actual operations, and accordingly, no assurance can be given that any such partnership
would not be treated as a publicly traded partnership. Even if a partnership qualifies as a publicly traded
partnership, it generally will not be treated as a corporation if at least 90% of its gross income each taxable
year is from certain sources.
If for any reason the operating partnership is taxable as a corporation for U.S. federal income tax
purposes, the character of our assets and items of gross income would change, and as a result, we would
most likely be unable to satisfy the applicable REIT requirements discussed above. The taxation of any
partnership invested in by the operating partnership as a corporation for U.S. federal income tax purposes
will also alter the character of our assets and items of gross income and may also prevent us from satisfying
the applicable requirements to be taxed as a REIT. In addition, any change in the status of any partnership
may be treated as a taxable event, in which case we could incur a tax liability without a related cash
distribution. Further, if any partnership was treated as a corporation, such partnership would be subject to
corporate income tax on its net income, and the partners of any such partnership would be treated as
stockholders, with distributions to such partners being treated as dividends to the extent of the entity’s
earnings and profits.
Anti-abuse Treasury Regulations have been issued under the partnership provisions of the Internal
Revenue Code that authorize the IRS, in some abusive transactions involving partnerships, to disregard the
form of a transaction and recast it as it deems appropriate. The anti-abuse regulations apply where a
partnership is utilized in connection with a transaction (or series of related transactions) with a principal
purpose of substantially reducing the present value of the partners’ aggregate U.S. federal tax liability in a
manner inconsistent with the intent of the partnership provisions. The anti-abuse regulations contain an
example in which a REIT contributes the proceeds of a public offering to a partnership in exchange for a
general partnership interest. The limited partners contribute real property assets to the partnership, subject
to liabilities that exceed their respective aggregate bases in such property. The example concludes that the
use of the partnership is not inconsistent with the intent of the partnership provisions, and thus, cannot be
recast by the IRS. However, the anti-abuse regulations are extraordinarily broad in scope and are applied
based on an analysis of all the facts and circumstances. We cannot assure you that the IRS will not attempt
to apply the anti-abuse regulations to us. Any such action could potentially jeopardize our status as a REIT
and materially affect the tax consequences and economic return resulting from an investment in us.
Income Taxation of the Partnerships and their Partners
Although a partnership agreement will generally determine the allocation of a partnership’s income
and losses among the partners, such allocations may be disregarded for U.S. federal income tax purposes if
the allocations do not comply with Section 704(b) of the Internal Revenue Code and the Treasury
Regulations thereunder. If any allocation is not recognized for U.S. federal income tax purposes, the item
subject to the allocation will be reallocated in accordance with the partners’ economic interests in the
partnership as determined by the IRS. We believe that the allocations of taxable income and loss in the
operating partnership agreement comply with the requirements of Section 704(b) of the Internal Revenue
Code and the associated Treasury Regulations. For a description of the expected allocations by the
operating partnership to the partners, see the section entitled “Our Operating Partnership”. In some cases,
special allocations of net profits or net losses will be required to comply with the U.S. federal income tax
principles governing partnership tax allocations.
Additionally, pursuant to Section 704(c) of the Internal Revenue Code, income, gain, loss and
deduction attributable to property contributed to the operating partnership in exchange for operating
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partnership ownership interests, or “units,” must be allocated in a manner so that the contributing partner is
charged with, or benefits from, the unrealized gain or loss attributable to the property at the time of
contribution. The amount of such unrealized gain or loss is generally equal to the difference between the
fair market value and the adjusted basis of the property at the time of contribution. These allocations are
designed to eliminate book-tax differences by allocating to contributing partners lower amounts of
depreciation deductions and increased taxable income and gain attributable to the contributed property
than would ordinarily be the case for economic or book purposes. With respect to any property purchased
by the operating partnership, such property will generally have an initial tax basis equal to its then fair
market value at which it was purchased, and accordingly, Section 704(c) will not apply, except as described
further below in this paragraph. The application of the principles of Section 704(c) in tiered partnership
arrangements is not entirely clear. Accordingly, the IRS may assert a different allocation method than the
one selected by the operating partnership to cure any book-tax differences. In certain circumstances, we may
create book-tax differences by adjusting the values of properties for economic or book purposes and
generally the rules of Section 704(c) of the Internal Revenue Code would apply to such differences as well.
For U.S. federal income tax purposes, depreciation deductions generally will be computed using the
straight-line method. Commercial buildings, structural components and improvements are generally
depreciated over 39 years. Some improvements to land are depreciated over 15 years. With respect to such
improvements, however, taxpayers may elect to depreciate these improvements over 20 years using the
straight-line method. For properties contributed to the operating partnership, depreciation deductions are
calculated based on the contributor’s basis and depreciation method. Because depreciation deductions are
based on the contributor’s basis in the contributed property, the operating partnership generally would be
entitled to less depreciation than if the properties were purchased in a taxable transaction. The burden of
lower depreciation will generally fall first on the contributing partner, but also may reduce the depreciation
allocated to other partners.
Gain on the sale or other disposition of depreciable property is characterized as ordinary income
(rather than capital gain) to the extent of any depreciation recapture. Buildings and improvements
depreciated under the straight-line method of depreciation are generally not subject to depreciation
recapture unless the property was held for less than one year. However, individuals, trusts and estates that
hold securities either directly or through a pass-through entity may be subject to tax on the disposition on
such assets at a rate of 25% rather than at the normal capital gains rate, to the extent that such assets have
been depreciated.
Some expenses incurred in the conduct of the operating partnership’s activities may not be deducted in
the year they were paid. To the extent this occurs, the taxable income of the operating partnership may
exceed its cash receipts for the year in which the expense is paid. As discussed above, the costs of acquiring
properties must generally be recovered through depreciation deductions over a number of years. Prepaid
interest and loan fees, acquisition fees, and prepaid asset management fees are other examples of expenses
that may not be deducted in the year they were paid.
U.S. Federal Income Taxation of Stockholders
Taxation of Taxable U.S. Stockholders
As long as a REIT qualifies as such, distributions made to its U.S. taxable stockholders out of current
or accumulated earnings and profits (and not designated as capital gain dividends) will be taken into
account by them as ordinary income, and corporate stockholder will not be eligible for the dividends
received deduction as to such amounts. Distributions will not generally be eligible to be taxed at the
preferential dividend income tax rates applicable to individuals who receive “qualified dividends” from
taxable C corporations. An exception applies, however, and individual stockholders are taxed at such
preferential rates on distributions designated by and received from the REIT, to the extent that the
distributions are attributable to (1) income that the REIT previously retained in the prior years, and on
which it was subject to corporate level tax, (2) distributions received by the REIT from taxable
corporations, or (3) income from sales of appreciated property acquired from C corporations with a
carryover basis. Under the Tax Act, non-corporate U.S. stockholders, including individuals, generally may
deduct 20% of dividends from a REIT, other than capital gain dividends and dividends treated as qualified
dividend income, for taxable years beginning after December 31, 2017, and before January 1, 2026.
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Distributions that are designated as capital gain dividends will be taxed as long-term capital gains (to
the extent they do not exceed the REIT’s actual net capital gain for the taxable year) without regard to the
period for which the stockholder has held his securities. However, corporate stockholders may be required
to treat up to 20% of certain capital gain dividends as ordinary income. Distributions in excess of current
and accumulated earnings and profits will not be taxable to a stockholder to the extent that they do not
exceed the adjusted basis of the stockholder’s securities, but rather will reduce the adjusted basis of such
securities. To the extent that such distributions exceed the adjusted basis of a stockholders securities, they
will be treated as gain from the sale of the securities (which gain will be capital gain, assuming the securities
are a capital asset in the hands of the stockholders and will be long-term or short-term capital gain
depending on how long the stockholder has held the securities).
As described above, any dividend declared by the REIT in October, November, or December of any
year and payable to the stockholder of record on a specific date in any such month will be treated as both
paid by the REIT and received by the stockholder on December 31 of such year, provided that the
distribution is actually paid by the REIT during January of the following calendar year.
A REIT may elect to retain and pay income tax on net long-term capital gains it received during the
tax year, in which case (i) each stockholder of the REIT must include in his income (as long-term capital
gains) his proportionate share of the REIT’s undistributed long-term capital gains, (ii) the stockholder’s
basis in his securities is increased by the difference between the included amount of the undistributed gains
and the tax deemed paid by the stockholder pursuant to clause (iii) in respect of such securities, and (iv) the
stockholder is deemed to have paid, and receives a credit for, his proportionate share of the tax paid by the
REIT on the undistributed gains.
Net operating losses, foreign tax credits and other tax attributes of a REIT generally do not pass
through to its stockholders, subject to special rules for certain items, such as capital gains, as described
above.
Certain U.S. stockholders who are individuals, estates, or trusts and whose income exceeds certain
thresholds will be subject to a 3.8% Medicare tax. The Medicare tax will apply to, among other things,
distributions and other income derived from certain trades or businesses and net gains from the sale or
other disposition of property, subject to certain exceptions. Dividends we pay and the gain from the sale or
repurchase of our securities generally will be subject to the Medicare tax.
Dispositions. In general, a U.S. stockholder who is not a dealer in securities will realize capital gain or
loss upon the sale or other taxable disposition of its REIT securities in an amount equal to the difference
between the sum of the fair value of any property and the amount of cash received in such disposition and
the U.S. stockholder’s adjusted tax basis in the REIT securities at the time of the disposition. Capital gains
recognized by individuals will generally be subject to a maximum federal income tax rate of 20% if the
REIT securities are held for more than 12 months, and will be taxed at rates of up to 37% if the securities
are held for 12 months or less. In addition, certain individuals, estates and trusts are subject to the
aforementioned 3.8% Medicare tax on capital gain. The IRS has the authority to prescribe, but has not yet
prescribed, regulations that would apply a capital gain tax rate of 25% (which is generally higher than the
long-term capital gain tax rates for non-corporate stockholders) to a portion of a capital gain realized by a
non-corporate stockholder on the sale of securities that would correspond to the REIT’s “unrecaptured
Section 1250 gain.” Gains recognized by stockholders that are corporations are subject to U.S. federal
income tax at a maximum rate of 21%, whether or not classified as long-term capital gains. Capital losses
recognized by a stockholder are generally available only to offset capital gain income of the stockholder but
not ordinary income (except in the case of individuals, who may offset up to $3,000 of ordinary income
each year). If a U.S. stockholder recognizes a loss in excess of a threshold amount, it may be required to file
a reportable transaction disclosure with the IRS. All or a portion of any loss that a stockholder realizes
upon a taxable disposition of a REIT’s securities may be disallowed if the stockholder purchases other
securities of the REIT within 30 days before or after the disposition.
Share Repurchase Program. If we make a cash repurchase of any K-I Shares, K Shares or K-T
Shares, any amounts paid upon repurchase will be treated as a distribution taxable as a dividend (to the
extent of current and accumulated earnings and profits) at ordinary income rates unless the repurchase
results in the stockholder’s interest in the K-I Shares, K Shares or K-T Shares being completely terminated,
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is “substantially disproportionate” with respect to the stockholder, or the repurchase is not essentially
equivalent to a dividend. Securities considered to be owned by the stockholder by reason of certain
constructive ownership rules set forth in the Internal Revenue Code, as well as shares actually owned, must
generally be taken into account. The determination as to whether any of these tests will be satisfied with
respect to any particular holder of securities depends upon the facts and circumstances at the time of such
repurchase. Accordingly, prospective holders of K-I Shares, K Shares and K-T Shares are advised to
consult their own tax advisors to determine the tax treatment of the repurchase of their K-I Shares, K
Shares and K-T Shares at the time of the repurchase.
If a repurchase of any securities of a stockholder is treated as a taxable sale or exchange, the
stockholder will recognize gain or loss for federal income tax purposes in an amount equal to the difference
between (1) the amount of cash and the fair market value of any property received (less any portion thereof
attributable to accumulated and declared but unpaid distributions, which will be taxable as a dividend to
the extent of current and accumulated earnings and profits) and (2) the stockholder’s adjusted basis in the
K-I Shares, K Shares and K-T Shares for tax purposes. The stockholder’s gain or loss will be capital gain or
loss if the K-I Shares, K Shares or K-T Shares have been held as a capital asset and will be long-term gain
or loss if such K-I Shares, K Shares or K-T Shares have been held for more than one year.
If a repurchase of K-I Shares, K Shares or K-T Shares is treated as a distribution taxable as a
dividend, the amount of the distribution will be measured by the amount of cash and the fair market value
of any property received by the stockholder. The stockholder’s adjusted basis in the K-I Shares, K Shares or
K-T Shares for tax purposes will be transferred to the stockholder’s remaining K-I Shares, K Shares or K-T
Shares, if any. If the stockholder has no remaining stockholdings in us, such basis may, under certain
circumstances, be transferred to a related person or it may be lost entirely. As described above, distributions
and the net gain on repurchase may be subject to the 3.8% Medicare tax.
Information Reporting Requirements and Withholding. We will report to our stockholders and the IRS
the amount of distributions paid during each calendar year, and the amount of tax withheld, if any, with
respect thereto. Under the backup withholding rules, a stockholder may be subject to backup withholding
at the rate of 24% with respect to distributions paid unless such holder (a) is a corporation or comes within
certain other exempt categories and, when required, demonstrates this fact, or (b) provides a taxpayer
identification number, certifies as to no loss of exemption from backup withholding, and otherwise
complies with applicable requirements of the backup withholding rules. A stockholder who does not
provide us with his correct taxpayer identification number may also be subject to penalties imposed by the
IRS. Any amount paid as backup withholding will be creditable against the stockholder’s regular U.S.
federal income tax liability.
U.S. stockholders that hold our securities through foreign accounts or intermediaries will be subject to
U.S. withholding tax at a rate of either 21% or 37% depending upon whether the securities are held by a
corporate entity, on (i) distributions paid and (ii) proceeds of sale of our securities for a sale or other
disposition, if certain disclosure requirements related to U.S. accounts are not satisfied. In addition, we may
be required to withhold a portion of capital gain dividends paid to any stockholders who fail to certify their
non-foreign status to the REIT.
Backup withholding will generally not apply to payments of distributions made by us or our paying
agents, in their capacities as such, to a non-U.S. stockholder provided that the non-U.S. stockholder
furnishes to us or our paying agent the required certification as to its non-U.S. status, such as providing a
valid IRS Form W-8BEN-E, W-8IMY, W-8BEN or W-8ECI, or certain other requirements are met.
Notwithstanding the foregoing, backup withholding may apply if either we or our paying agent has
actual knowledge, or reason to know, that the holder is a U.S. person that is not an exempt recipient.
Payments of the net proceeds from a disposition or a repurchase effected outside the U.S. by a non-U.S.
stockholder (as described above) made by or through a foreign office of a broker generally will not be
subject to information reporting or backup withholding. However, information reporting (but not backup
withholding) generally will apply to such a payment if the broker has certain connections with the U.S.
unless the broker has documentary evidence in its records that the beneficial owner is a non-U.S.
stockholder and specified conditions are met or an exemption is otherwise established. Payment of the net
proceeds from a disposition by a non-U.S. stockholder of securities made by or through the U.S. office of a
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broker is generally subject to information reporting and backup withholding unless the non-U.S.
stockholder certifies under penalties of perjury that it is not a U.S. person and satisfies certain other
requirements, or otherwise establishes an exemption from information reporting and backup withholding.
Backup withholding is not an additional tax. Any amounts withheld under the backup withholding
rules may be refunded or credited against the stockholder’s U.S. federal income tax liability if certain
required information is furnished to the IRS. Prospective investors are urged to consult their own tax
advisors regarding application of backup withholding to them and the availability of, and procedure for
obtaining an exemption from, backup withholding.
Cost Basis Reporting. Every broker is required to file an information return reporting the gross
proceeds of a “covered security” with the IRS and to include in the information return the stockholder’s
adjusted basis in the security, and whether any gain or loss with respect to the security is short-term or
long-term within the meaning of Code Section 1222. A “covered security” includes any share of stock in a
corporation that was acquired in an account on or after January 1, 2011. We have determined that shares of
our common stock, including K Shares issued pursuant to our DRIP, are covered securities under the Act.
Thus, stockholders who redeem, sell or otherwise liquidate shares of our common stock will receive an
information return reporting the gross proceeds from the sale, the adjusted basis of the shares sold, and
whether any gain or loss is short-term or long-term within the meaning of Code Section 1222. We are
required to furnish this statement to stockholders by February 15 of the year following the calendar year in
which the covered securities were sold. This information also will be reported to the IRS.
When determining the adjusted basis of the shares sold, we are required to use the first-in first-out
method. When using the first-in first-out method, we are required to identify the shares sold in the order
that they were acquired. However, as an alternative to the first-in first-out method, the stockholder may
notify us of a preferred alternative by means of making an adequate identification of the shares to be
liquidated prior to the liquidation event. Please see the section of this prospectus captioned “Share
Repurchase Program” for additional information about our share repurchase program.
State Taxes. We and our stockholders may be subject to state and local taxation in various
jurisdictions, including those in which we or they transact business, own property, or reside. The state and
local tax treatment of us and that of our stockholders may differ from the U.S. federal income tax treatment
described above. Consequently, prospective investors should consult their own tax advisors regarding the
effect of state and local tax laws on an investment in our K-I Shares, K Shares or K-T Shares.
Taxation of Tax-Exempt Stockholders
Our distributions to a U.S. stockholder that is a domestic tax-exempt entity generally should not
constitute UBTI unless the U.S. stockholder borrows funds (or otherwise incurs acquisition indebtedness
within the meaning of the Internal Revenue Code) to acquire or to carry its K-I Shares, K Shares or K-T
Shares, or the securities are otherwise used in an unrelated trade or business of the tax-exempt entity.
Certain domestic tax-exempt entities, including social clubs, voluntary employee benefit associations,
supplemental unemployment benefit trusts and qualified group legal service plans (all of which are exempt
from U.S. federal income taxation under Sections 501(c)(7), (9), (17) or (20) of the Internal Revenue Code),
are subject to different UBTI rules. Those rules generally will require them to characterize distributions
from us as UBTI.
Special rules apply to the ownership of REIT securities by some tax-exempt pension trusts. In certain
circumstances, a pension trust (1) that is described in Section 401(a) of the Internal Revenue Code, (2) that
is tax exempt under Section 501(a) of the Internal Revenue Code, and (3) that owns more than 10% of our
securities could be required to treat a percentage of the distributions from us as UBTI if we are a
“pension-held REIT.” We will not be a pension-held REIT unless (1) either (A) one pension trust owns
more than 25% of the value of our securities, or (B) a group of pension trusts, each individually holding
more than 10% of the value of our securities, collectively owns more than 50% of the value of our
securities; and (2) we would not have satisfied the closely held test described in “— Requirements for
Qualification as a REIT” above, but for the fact that Section 856(h)(3) of the Internal Revenue Code
provides that securities owned by such trusts are treated as owned by the beneficiaries of such trusts. In the
event we are treated as a pension-held REIT, the percentage of distributions treated as UBTI by the
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above-described tax-exempt pension trusts is our gross income (less direct expenses) derived from an
unrelated trade or business (determined as if we were a tax-exempt pension trust) divided by our gross
income from all sources (less direct expenses). If this percentage is less than 5%, however, none of the
distributions will be treated as UBTI. Because of the restrictions that are imposed by our charter regarding
the ownership concentration of securities, we believe that a tax-exempt pension trust should not become
subject to these rules.
Prospective tax-exempt purchasers should consult their own tax advisors as to the applicability of
these rules and consequences to their particular circumstances.
Taxation of Non-U.S. Stockholders
General
The rules governing the U.S. federal income taxation of non-U.S. stockholders are complex, and as
such, only a summary of such rules is provided in this prospectus. Non-U.S. investors should consult with
their own tax advisors to determine the impact that U.S. federal, state and local income tax or similar laws
will have on such investors as a result of an investment in our company. A “non-U.S. stockholder” means a
person (other than a partnership or entity treated as a partnership for U.S. federal income tax purposes)
that is not a U.S. stockholder. The discussion is based on current law and is for general information only. It
addresses only selective aspects of U.S. federal income taxation.
Distributions — In General
Distributions paid by us that are not attributable to gain from our sales or exchanges of U.S. real
property interests and not designated by us as capital gain dividends will be treated as dividends of ordinary
income to the extent that they are made out of our current or accumulated earnings and profits. Such
distributions to non-U.S. stockholders ordinarily will be subject to a withholding tax equal to 30% of the
gross amount of the dividend unless an applicable tax treaty reduces or eliminates that tax. However, if
income from the investment in our K-I Shares, K Shares and K-T Shares is treated as effectively connected
with the non-U.S. stockholder’s conduct of a U.S. trade or business, the non-U.S. stockholder generally will
be subject to a tax at the graduated rates applicable to ordinary income, in the same manner as U.S.
stockholders are taxed with respect to such dividends (and also may be subject to the 30% branch profits
tax in the case of a stockholder that is a foreign corporation that is not entitled to any treaty exemption).
Dividends in excess of our current and accumulated earnings and profits will not be taxable to a
stockholder to the extent they do not exceed the adjusted basis of the stockholder’s securities. Instead, they
will reduce the adjusted basis of such securities. To the extent that such dividends exceed the adjusted basis
of a non-U.S. stockholder’s securities, they will give rise to tax liability if the non-U.S. stockholder would
otherwise be subject to tax on any gain from the sale or disposition of his securities, as described in the
“— Sales of Securities” portion of this section below.
Distributions Attributable to Sale or Exchange of Real Property
Distributions that are attributable to gain from our sales or exchanges of U.S. real property interests
will be taxed to a non-U.S. stockholder as if such gain were effectively connected with a U.S. trade or
business. Non-U.S. stockholders would thus be taxed at the normal capital gain rates applicable to U.S.
stockholders, and would be subject to applicable alternative minimum tax and a special alternative
minimum tax in the case of nonresident alien individuals. Also, such distributions may be subject to a 30%
branch profits tax in the hands of a corporate non-U.S. stockholder not entitled to any treaty exemption.
United States Federal Income Tax Withholding on Distributions
For U.S. federal income tax withholding purposes, we will generally withhold tax at the rate of 30% on
the amount of any distribution (other than distributions designated as capital gain dividends) made to a
non-U.S. stockholder, unless the non-U.S. stockholder provides us with a properly completed IRS (i) Form
W-8BEN-E or W-8BEN evidencing that such non-U.S. stockholder is eligible for an exemption or reduced
rate under an applicable income tax treaty (in which case we will withhold at the lower treaty rate);
226

(ii) Form W-8ECI claiming that the dividend is effectively connected with the non-U.S. stockholder’s
conduct of a trade or business within the U.S. (in which case we will not withhold tax); or (iii) a Form
W-8IMY, together with a Form W-9 or Form W-8BEN-E or W-8BEN, claiming the dividend is going to a
pass-through entity for a beneficial interest holder. We are also generally required to withhold tax at the rate
of 21% on the portion of any dividend to a non-U.S. stockholder that is or could be designated by us as a
capital gain dividend, to the extent attributable to gain on a sale or exchange of an interest in U.S. real
property. Such withheld amounts of tax do not represent actual tax liabilities, but rather, represent
payments in respect of those tax liabilities described in the preceding two paragraphs. Therefore, such
withheld amounts are creditable by the non-U.S. stockholder against its actual U.S. federal income tax
liabilities, including those described in the preceding two paragraphs. The non-U.S. stockholder would be
entitled to a refund of any amounts withheld in excess of such non-U.S. stockholder’s actual U.S. federal
income tax liabilities, provided that the non-U.S. stockholder files applicable returns or refund claims with
the IRS.
Sales of Securities
Gain recognized by a non-U.S. stockholder upon a sale of securities generally will not be subject to
U.S. federal income taxation, provided that: (i) such gain is not effectively connected with the conduct by
such non-U.S. stockholder of a trade or business within the U.S.; (ii) the non-U.S. stockholder is not
present in the U.S. for 183 days or more during the taxable year and certain other conditions apply; and
(iii) we are “domestically controlled,” which generally means that less than 50% in value of our securities
are held directly or indirectly by foreign persons during a continuous five year period ending on the date of
disposition or, if shorter, during the entire period of our existence.
We cannot assure you that we will qualify as “domestically controlled.” If we were not domestically
controlled, a non-U.S. stockholder’s sale of securities would be subject to tax, unless the securities were
regularly traded on an established securities market and the selling non-U.S. stockholder has not directly, or
indirectly, owned during a specified testing period more than 10% in value of our securities. However, it is
not anticipated that the securities will be “regularly traded” on an established market. If the gain on the sale
of securities were to be subject to taxation, the non-U.S. stockholder would be subject to the same
treatment as U.S. stockholders with respect to such gain, and the purchaser of such securities may be
required to withhold 15% of the gross purchase price.
If the proceeds of a disposition of shares of common stock are paid by or through a U.S. office of a
broker-dealer, the payment is generally subject to information reporting and to backup withholding unless
the disposing non-U.S. stockholder certifies as to its name, address and non-U.S. status or otherwise
establishes an exemption. Generally, U.S. information reporting and backup withholding will not apply to a
payment of disposition proceeds if the payment is made outside the U.S. through a foreign office of a
foreign broker-dealer. Prospective foreign purchasers should consult their tax advisors concerning these
rules.
Other Tax Considerations
Distribution Reinvestment Plan
Stockholders who participate in our DRIP will recognize dividend income, taxable to the extent of our
current or accumulated earnings and profits (as determined for U.S. federal income tax purposes), in the
amount and as though they had received the cash rather than purchased shares through the DRIP, unless
we have designated all or a portion of the dividend as a capital gain dividend. These deemed dividends will
be treated as actual dividends and will retain the character and tax effects applicable to all dividends. To the
extent you purchase shares through our DRIP at a discount to their fair market value, you will be treated
for U.S. federal income tax purposes as receiving an additional distribution equal to the amount of the
discount. Shares received under the DRIP will have a holding period, for tax purposes, beginning with the
day after purchase, and a tax basis equal to their cost, which is the gross amount of the deemed
distribution.
State and Local Taxes
We and you may be subject to state or local taxation in various jurisdictions, including those in which
we transact business or reside. Our and your state and local tax treatment may not conform to the U.S.
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federal income tax consequences discussed above. Consequently, you should consult your own tax advisors
regarding the effect of state and local tax laws on an investment in the securities.
Legislative Proposals
You should recognize that current U.S. federal income tax treatment may be modified by legislative,
judicial or administrative actions at any time, which may be retroactive in effect. The rules dealing with U.S.
federal income taxation are constantly under review by Congress, the IRS and the Treasury Department,
and statutory changes as well as promulgation of new regulations, revisions to existing statutes, and revised
interpretations of established concepts occur frequently. In particular, the Tax Act includes sweeping
changes to U.S. tax laws and represents the most significant changes to the Internal Revenue Code since
1986. You should consult your advisors concerning the status of legislative proposals, including the Tax
Act, that may pertain to a purchase of our securities.

228

ERISA CONSIDERATIONS
The following is a summary of some considerations associated with an investment in our shares by
tax-qualified pension, stock bonus or profit-sharing plans, and other employee benefit plans described in
Section 3(3) of ERISA, annuities described in Section 403(a) or (b) of the Internal Revenue Code,
individual retirement account or annuity described in Section 408 or 408A of the Internal Revenue Code, an
Archer MSA described in Section 220(d) of the Internal Revenue Code, a health savings account described
in Section 223(d) of the Internal Revenue Code, or a Coverdell education savings account described in
Section 530 of the Internal Revenue Code (collectively, “plans and IRAs”). This summary is based on
provisions of ERISA and the Internal Revenue Code, each as amended through the date of this prospectus,
and the relevant regulations, opinions and other authority issued by the DOL and the IRS through the date
of this prospectus. We cannot assure you that there will not be adverse tax or labor decisions or legislative,
regulatory or administrative changes that would significantly modify the statements expressed herein. Any
such changes may apply to transactions entered into prior to the date of their enactment.
In general, any individual making an investment decision with respect to plans or IRAs should
consider applicable provisions of the Internal Revenue Code and ERISA. While each of the Internal
Revenue Code and ERISA issues discussed below may not apply to all plans and IRAs, individuals involved
with making investment decisions with respect to plans and IRAs should carefully review the rules and
exceptions described below, and determine their applicability to their situation.
In general individuals making investment decisions with respect to plans and IRAs should, at a
minimum, consider:
•

whether the investment is consistent with the applicable provisions of ERISA, the Internal
Revenue Code, and other applicable laws;

•

whether, under the facts and circumstances pertaining to the plans and IRAs in question, the
individual’s responsibility to the plan or IRA has been satisfied;

•

whether the investment will produce UBTI to the plan or IRA (see “Material U.S. Federal Income
Tax Considerations — U.S. Federal Income Taxation of Stockholders — Taxation of Tax-Exempt
Stockholders”);

•

the need to value the assets of the plan or IRA annually or more frequently in accordance with
ERISA and the Internal Revenue Code requirements and any applicable provisions of the plan;

•

whether the investment satisfies the prudence and diversification and other fiduciary requirements
of ERISA, if applicable;

•

whether there is sufficient liquidity for the plan or IRA, considering the minimum and other
distribution and withholding requirements under the Internal Revenue Code and the liquidity
needs of such plan or IRA, after taking this investment into account;

•

whether the investment is in accordance with the documents and instruments governing such plan
or IRA;

•

whether the investment would constitute or give rise to a prohibited transaction under ERISA or
the Internal Revenue Code, if applicable, or other applicable laws; and

•

whether the assets of the entity in which the investment is made will be treated as “plan assets” of
the plan or IRA investor under ERISA.

Additionally, individuals making investment decisions with respect to plans and IRAs must remember
that ERISA requires that, with certain exceptions, the assets of an employee benefit plan be held in trust
and that the trustee, or a duly authorized named fiduciary or investment manager, have exclusive authority
and discretion to manage and control the assets of the plan. Further, individuals making investment
decisions with respect to plans and IRAs need to determine whether an investment in our securities is
appropriate under the custodial or trust agreement governing such plans or IRAs. It is highly advisable to
confer with the custodian or trustee of a plan or IRA to ensure that an investment in our securities presents
no problems under their custodial or trust agreements.
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Fiduciary Obligations — Prohibited Transactions
Any person identified as a “fiduciary” with respect to a plan or IRA incurs duties and obligations
under ERISA and/or the Internal Revenue Code as discussed herein. For purposes of ERISA, a person
generally is a fiduciary with respect to a plan if, among other things, the person has discretionary authority
or control with respect to plan assets or provides investment advice for a fee with respect to plan assets.
In the event that we are deemed to hold plan assets of a plan or IRA, our management could be
characterized as fiduciaries with respect to such plan or IRA, and each would be deemed to be a
“party-in-interest” under ERISA and a “disqualified person” under the Internal Revenue Code with respect
to an investing plan or IRA. Irrespective of whether we are deemed to hold plan assets, if we or our
affiliates are affiliated with a plan or IRA investor, we might be a “disqualified person” or
“party-in-interest” with respect to such plan or IRA investor, resulting in a prohibited transaction merely
upon investment by such plan or IRA in our shares. Additionally, our management would be treated as
fiduciaries with respect to each plan or IRA stockholder and an investment in our shares might constitute
an ineffective delegation of fiduciary responsibility to our advisor and expose the fiduciary of an investing
plan to co-fiduciary liability under ERISA for any breach by our advisor of the fiduciary duties mandated
under ERISA. Further, if our assets are deemed to be “plan assets,” an investment by an IRA in our shares
might be deemed to result in an impermissible commingling of IRA assets with other property.
If our advisor or its affiliates were treated as fiduciaries with respect to plan or IRA stockholders, the
prohibited transaction restrictions of ERISA and the Internal Revenue Code would apply to any
transaction involving our assets. These restrictions could, for example, require that we avoid transactions
with persons who are affiliated with or related to us or our affiliates or require that we restructure our
activities in order to obtain an administrative exemption from the prohibited transaction restrictions.
Alternatively, we might have to provide plan or IRA stockholders with the opportunity to sell their
shares to us or we might dissolve.
Plan Asset Considerations
In order to determine whether an investment in our shares by a plan or IRA creates or gives rise to the
potential for either prohibited transactions or a commingling of assets as referred to above, an individual
making an investment decision must consider whether an investment in our shares will cause our assets to
be treated as assets of the investing plan or IRA. Section 3(42) of ERISA defines the term “plan assets” in
accordance with previously issued DOL regulations with certain express exceptions (referred to as the
“Plan Asset Regulation”).
Under the Plan Assets Regulation, the assets of an entity in which a plan or IRA makes an equity
investment will generally be deemed to be assets of the plan or IRA, unless one of the exceptions to this
general rule applies. Generally, the exceptions require that the investment in the entity be one of the
following:
•

securities issued by an investment company registered under the Investment Company Act;

•

“publicly offered securities” (generally defined as interests that are “freely transferable,” “widely
held,” and registered with the SEC);

•

an “operating company,” which includes “venture capital operating companies” and “real estate
operating companies;” or

•

an investment in which equity participation by “benefit plan investors” is “not significant.”

We believe that we will satisfy one or more of the exceptions described below:
Exception for “Publicly-Offered Securities.” If a plan or IRA acquires “publicly-offered securities,”
the assets of the issuer of the securities will not be deemed to be “plan assets” under the Plan Assets
Regulation. A publicly-offered security must be:
•

either
•

part of a class of securities registered under section 12(b) or 12(g) of the Exchange Act or
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•

sold as part of a public offering registered under the Securities Act and be part of a class of
securities registered under the Exchange Act within a specified time period;

•

“widely held;” and

•

“freely transferable.”

Our shares are being sold as part of an offering of securities to the public pursuant to an effective
registration statement under the Securities Act.
The Plan Assets Regulation provides that a security is “widely held” only if it is part of a class of
securities that is owned by 100 or more investors independent of the issuer and one another. A security will
not fail to be widely held because the number of independent investors falls below 100 subsequent to the
initial public offering as a result of events beyond the issuer’s control. Although we anticipate that upon
complete of the sale of the maximum offering, shares of our common stock will be “widely held,” our
shares will not be widely held until we sell shares to 100 or more independent stockholders; however, having
100 independent stockholders is not a condition to our selling shares in this offering.
Whether a security is “freely transferable” depends upon the particular facts and circumstances. The
Plan Assets Regulation provides several examples of restrictions on transferability that, absent unusual
circumstances, will not prevent the rights of ownership in question from being considered “freely
transferable” if the minimum investment is $10,000 or less. Where the minimum investment in a public
offering of securities is $10,000 or less, the presence of the following restrictions on transfer will not
ordinarily affect a determination that such securities are “freely transferable”:
•

any restriction on, or prohibition against, any transfer or assignment that would either result in a
termination or reclassification of the entity for federal or state tax purposes or that would violate
any state or federal statute, regulation, court order, judicial decree or rule of law;

•

any requirement that not less than a minimum number of shares or units of such security be
transferred or assigned by any investor, provided that such requirement does not prevent transfer
of all of the then remaining shares or units held by an investor;

•

any prohibition against transfer or assignment of such security or rights in respect thereof to an
ineligible or unsuitable investor;

•

any requirement that reasonable transfer or administrative fees be paid in connection with a
transfer or assignment;

•

any requirement that advance notice of a transfer or assignment be given to the entity and any
requirement regarding execution of documentation evidencing such transfer or assignment
(including documentation setting forth representations from either or both of the transferor or
transferee as to compliance with any restriction or requirement described in this paragraph or
requiring compliance with the entity’s governing instruments);

•

any restriction on substitution of an assignee as a limited partner of a partnership, including a
general partner consent requirement, provided that the economic benefits of ownership of the
assignor may be transferred or assigned without regard to such restriction or consent (other than
compliance with any other restriction described above);

•

any administrative procedure which establishes an effective date, or an event, such as the
completion of the offering, prior to which a transfer or assignment will not be effective; and

•

any limitation or restriction on transfer or assignment which is not created or imposed by the
issuer or any person acting for or on behalf of such issuer.

Our shares are currently subject to certain restrictions on transfer intended to ensure that we continue
to qualify for federal income tax treatment as a REIT and to comply with applicable securities laws. The
minimum investment in our shares is less than $10,000. Thus, the restrictions imposed in order to maintain
our status as a REIT should not prevent the shares from being deemed “freely transferable.”
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If our securities are held by 100 or more independent stockholders and assuming that no other facts
and circumstances other than those referred to in the preceding paragraphs exist that would restrict
transferability of shares of our securities, shares of our securities should then constitute “publicly-offered
securities” and, accordingly, based on the publicly offered securities exception, we believe that our
underlying assets should not then be considered “plan assets” under the Plan Assets Regulation on account
of holding any shares of our securities.
Exception for Insignificant Participation by Benefit Plan Investors. The Plan Assets Regulation
provides that the assets of an entity will not be deemed to be the assets of a plan or IRA if equity
participation in the entity by “benefit plan investors,” including plans and IRAs, is not significant. The
Plan Asset Regulations provide that equity participation in an entity by “benefit plan investors” is
“significant” if at any time 25% or more of the value of any class of equity interest is held by “benefit plan
investors.” The term “benefit plan investors” is defined for this purpose under ERISA Section 3(42) as any
employee benefit plan subject to Part 4 of Subtitle B of Title I of ERISA, any plan to which Section 4975
of the Internal Revenue Code applies, and any entity whose underlying assets include plan assets by reasons
of a plan’s investment in such entity. In calculating the value of a class of equity interests, the value of any
equity interests held by us or any of our affiliates must be excluded. Because our shares will not be “widely
held” until we sell shares to 100 or more independent investors, prior to the date that either shares of our
common stock qualify as a class of “publicly-offered securities” or we qualify for another exception in the
Plan Asset Regulations, other than the insignificant participation exception, we will prohibit “benefit plan
investors” from owning, directly or indirectly, in the aggregate, 25% or more of shares of our common
stock. Although we expect to qualify for this exception, our organizational documents do not restrict
ownership of each class of equity interests held by “benefit plan investors” to less than 25%.
Exception for Operating Companies. The Plan Assets Regulation provides an exception with respect
to securities issued by an “operating company,” which includes a “real estate operating company” or a
“venture capital operating company.” Generally, we will be deemed to be a real estate operating company if
during the relevant valuation periods at least 50% of our assets are invested in real estate that is managed or
developed, and with respect to which we have the right to participate substantially in management or
development activities. To constitute a venture capital operating company, 50% or more of our assets must
be invested in “venture capital investments” during the relevant valuation periods. A “venture capital
investment” is an investment in an operating company (other than a venture capital operating company),
including a “real estate operating company,” as to which the investing entity has or obtains direct
management rights. If an entity satisfies these requirements on the date it first makes a long-term
investment (the “initial investment date”), or at any time during the entity’s first annual valuation period, it
will be considered a real estate operating company for the entire period beginning on the initial investment
date and ending on the last day of the first annual valuation period. Because this is a blind pool offering, we
cannot assure you that we will be a real estate or venture capital operating company within the meaning of
the Plan Assets Regulation. However, it is our intention to structure our investments to meet the operating
company exception.
Other Prohibited Transactions
Regardless of whether the shares qualify for the “publicly-offered securities” exception of the
Plan Assets Regulation, a prohibited transaction could occur if we, our advisor, any selected broker-dealer
or any of their affiliates is a fiduciary (within the meaning of Section 3(21) of ERISA) with respect to any
plan or IRA purchasing our shares. Accordingly, unless an administrative or statutory exemption applies,
shares should not be purchased by a plan or IRA with respect to which any of the above persons is a
fiduciary. A person is a fiduciary with respect to a plan under Section 3(21) of ERISA if, among other
things, the person has discretionary authority or control with respect to the plan or “plan assets” or
provides investment advice for a fee with respect to “plan assets.”
ERISA and the Internal Revenue Code forbid plans and IRAs from engaging in prohibited
transactions. Fiduciaries of a plan that allow a prohibited transaction to occur will breach their fiduciary
responsibilities under ERISA, and may be liable for any damage sustained by the Plan, as well as civil
penalties (generally, 5% of the amount involved, unless the transaction is not timely corrected, in which case
the penalty is 100% of the amount involved). Criminal penalties may also be possible if the violation was
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willful. If it is determined by the DOL or the IRS that a prohibited transaction has occurred, any
disqualified person or party-in-interest involved with the prohibited transaction may be required to reverse
or unwind the transaction and, for a plan, compensate the plan for any loss resulting therefrom.
Additionally, the Internal Revenue Code requires that a disqualified person involved with a prohibited
transaction with a plan or IRA must pay an excise tax equal to a percentage of the “amount involved” in
the transaction for each year in which the transaction remains uncorrected. The percentage generally is
15%, but is increased to 100% if the prohibited transaction is not corrected within a certain period of time.
For IRAs, if an IRA engages in a prohibited transaction, the tax-exempt status of the IRA may be lost.
With respect to an IRA that invests in our shares, the occurrence of a prohibited transaction involving
the individual who established the IRA, or his or her beneficiary, could cause the IRA to lose its tax-exempt
status under the Internal Revenue Code, and such individual generally would be taxable on the deemed
distribution of all the assets in the IRA.
Annual or More Frequent Valuation Requirement
A fiduciary of a plan subject to ERISA may be required to determine the fair market value of the
assets of such plan on at least an annual basis and, sometimes, as frequently as daily. If the fair market
value of any particular asset is not readily available, the fiduciary is required to make a good faith
determination of that asset’s value. Also, a trustee or custodian of an IRA must provide an IRA participant
and the IRS with a statement of the value of the IRA each year, and a fiduciary of a plan must provide a
plan participant with a statement of the value of their accrued benefit under the plan every three years,
every year, or every quarter, depending upon the type of plan involved. However, currently, neither the IRS
nor the DOL has promulgated regulations specifying how “fair market value” should be determined for
these purposes.
Unless and until our shares are listed on a national securities exchange, it is not expected that a public
market for our shares will develop. To assist fiduciaries of plans subject to the annual reporting
requirements of ERISA and IRA trustees or custodians to prepare reports relating to an investment in our
shares, we intend to provide reports of our quarterly and annual determinations of the current estimated
share value to those fiduciaries (including IRA trustees and custodians) who identify themselves to us and
request the reports. Commencing with the NAV Pricing Date, our advisor is responsible for calculating an
annual valuation of our shares to enable benefit plan investors subject to ERISA to complete their annual
filings on Form 5500 (Annual Return/Report of Employee Benefit Plan). We anticipate that we will provide
annual reports of our determination of value (1) to IRA trustees and custodians not later than January 15
of each year, and (2) to other plan fiduciaries within 75 days after the end of each calendar year. Each
determination may be based upon valuation information available as of October 31 of the preceding year,
updated, however, for any material changes occurring between October 31 and December 31.
There can be no assurance, however, with respect to any estimate of value that we prepare, that:
•

the estimated NAV per share would actually be realized by our stockholders upon liquidation,
because, among other reasons, these estimates do not necessarily indicate the price at which
properties can be sold;

•

our stockholders would be able to realize the estimated NAV per share if they were to attempt to
sell their shares, because no public market for our shares exists or is likely to develop;

•

that the value, or method used to establish value, would be sufficient to enable an ERISA fiduciary
or an IRA custodian or trustee to comply with ERISA or Internal Revenue Code requirements
described above, and the Department of Labor or the IRS might determine that a plan fiduciary
or IRA custodian or trustee is required to take further steps to determine value; or

•

that the value, or method used to establish value, will comply with any contractual agreements that
may exist with any third party administrator or IRA custodian or trustee.

Minimum and Other Distribution Requirements — Plan Liquidity
Potential plan or IRA investors who intend to purchase our shares should consider the limited liquidity
of an investment in our shares as it relates to the minimum distribution requirements under the Internal
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Revenue Code, if applicable, and as it relates to other distributions (such as, for example, cash out
distributions) that may be required under the terms of the plan or IRA and the Internal Revenue Code
from time to time. If the shares are held in an IRA or plan and, before we receive payment on our loans or
sell our properties, mandatory or other distributions are required to be made to the participant or
beneficiary of such IRA or plan, pursuant to the Internal Revenue Code, then this would require that a
distribution of the shares be made in kind to such participant or beneficiary or that a rollover of such
shares be made to an IRA or other plan, which may not be permissible under the terms and provisions of
the IRA or plan making the distribution or rollover or the IRA or plan receiving the rollover, or under
applicable federal or state securities laws. Even if permissible, a distribution of shares in kind to a
participant or beneficiary of an IRA or plan must generally be included in the federal taxable income of the
recipient for the year in which the shares are received at the then current fair market value of the shares,
even though there would be no corresponding cash distribution with which to pay the income tax liability
arising because of the distribution of shares. The fair market value of any such distribution-in-kind can be
only an estimated value per share because no public market for our shares exists or is likely to develop.
Further, there can be no assurance that such estimated value could actually be realized by a
stockholder because estimates do not necessarily indicate the price at which our shares could be sold. Also,
for distributions subject to mandatory income tax withholding under Section 3405 or other tax withholding
provisions of the Internal Revenue Code, the trustee of a plan may have an obligation, even in situations
involving in-kind distributions of shares, to liquidate a portion of the in-kind shares distributed in order to
satisfy such withholding obligations, although there might be no market for such shares. There may also be
similar state and/or local tax withholding or other tax obligations that should be considered.
Rules Applicable to Foreign, Governmental and Church Plans
As a general rule, certain employee benefit plans, including foreign pension plans, governmental plans
established or maintained in the United States (as defined in Section 3(32) of ERISA), and certain church
plans (as defined in Section 3(33) of ERISA), are not subject to ERISA’s requirements and are not “benefit
plan investors” within the meaning of the Plan Assets Regulation. Any such plan that is qualified and
exempt from taxation under Sections 401(a) and 501(a) of the Internal Revenue Code may nonetheless be
subject to the prohibited transaction rules set forth in Section 503 of the Internal Revenue Code and, under
certain circumstances in the case of church plans, Section 4975 of the Internal Revenue Code. Also, some
foreign plans and governmental plans may be subject to foreign, state, or local laws which are, to a material
extent, similar to the provisions of ERISA or Section 4975 of the Internal Revenue Code. Each fiduciary of
a plan subject to any such similar law should make its own determination as to the need for and the
availability of any exemption relief.
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PLAN OF DISTRIBUTION
The Offering
On April 7, 2020, in response to the global pandemic of the novel coronavirus (COVID-19), our board
of directors approved the temporary suspension of the sale of shares in our offering, effective April 7, 2020,
and of our DRIP, effective April 17, 2020. On June 10, 2020, the Board unanimously approved the
resumption of the acceptance of subscriptions andthe resumption of the operation of the DRIP.
We are offering up to $500,000,000 in K-I Shares, K Shares and K-T Shares to the public pursuant to
our primary offering and up to $50,000,000 in K-I Shares, K Shares and K-T Shares to our stockholders
pursuant to our DRIP. The offering prices and the total dollar amount available for purchase per class in
our primary offering are as follows: $7.95 per K-I Share (up to $125,000,000 in shares), $8.56 per K Share
(up to $125,000,000 in shares), and $8.56 per K-T Share (up to $250,000,000 in shares). The offering prices
and the total dollar amount available for purchase pursuant to our DRIP are as follows: $8.13 per K-I
Share (up to $12,500,000 in shares), $8.13 per K Share (up to $12,500,000 in shares), and $8.13 per K-T
Share (up to $25,000,000 in shares). We reserve the right to reallocate the amount of K-I Shares, K Shares
and K-T Shares being offered among the K-I Shares, K Shares and K-T Shares registered, and between the
primary offering and the DRIP.
All investors must meet the suitability standards discussed in the section of this prospectus entitled
“Investor Suitability Standards.” The different share classes we are offering have different selling
commissions and ongoing fees and expenses. When deciding which class of shares to buy, you should
consider, among other factors, whether you are eligible to purchase any class of shares, the amount of your
investment, the length of time you intend to hold the shares, the selling commission and fees attributable to
each class of shares and whether you qualify for any of the selling commission discounts described below.
On June 10, 2020, our board authorized the extension of the term of our initial public offering until
August 14, 2021, unless further extended by our board as permitted under applicable law or earlier
terminated by our board. We will offer K-I Shares, K Shares and K-T Shares in our primary offering until
the earlier of August 14, 2021 or the date we sell $550,000,000 in shares, unless we elect to extend it to a
date no later than February 10, 2022, which is 180 days following the third anniversary of the effective date
of the offering. We may amend, suspend or terminate the DRIP at our discretion at any time upon ten days’
prior written notice to our stockholders. Additionally, we will be required to discontinue sales of shares
under the DRIP on the earlier to occur of (a) August 14, 2021, which is three years from the SEC effective
date of this registration statement, and (b) the date we sell all the shares registered for sale under the DRIP,
unless we elect to extend it to a date no later than February 10, 2022. We may sell shares under the DRIP
beyond such time, but only if there is an effective registration statement with respect to the K-I Shares,
K Shares or K-T Shares. This offering must be registered in every state in which we offer or sell shares.
Generally, such registrations are for a period of one year. Therefore, we may have to stop selling shares
in any state in which our registration is not renewed or otherwise extended annually. We may terminate this
offering at any time prior to the stated termination date.
Due to the fact that this is a “best efforts” offering, S2K Financial LLC, the dealer manager, and the
participating broker-dealers engaged by the dealer manager (as described below), must use only their best
efforts to sell our shares of common stock and have no firm commitment or obligation to purchase or sell
any specific number or dollar amount of our shares of common stock.
Our board of directors has determined an initial estimated NAV per share equal to $10.00 per each K-I
Share, K Share and K-T Share based on a valuation of our assets as of the NAV Pricing Date. We expect to
update the estimated NAV per share of each class of our common stock on at least an annual basis, at
which point our board of directors may determine to modify the public offering price of each class of our
shares of common stock, including the price at which our shares are offered through our DRIP.
On September 30, 2016, we commenced a private offering of K Shares and Units (with each Unit
consisting of four K Shares and one A Share), with a targeted maximum of up to $150,000,000 in K Shares
(including K Shares sold as part of a Unit), on September 30, 2016. Our private offering of K Shares and
Units will terminate on or prior to the commencement of this public offering.
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James A. Procaccianti, our President and Chief Executive Officer, owns a 20% non-operating
partnership interest in Canton Hathaway, LLC, a registered investment advisor firm that is registered with
the SEC with offices at One West Exchange Street, Suite 3202, Providence, Rhode Island 02903. If your
investment professional is associated with Canton Hathaway, LLC, any investment advice that your
investment professional provides to you related to an investment in the Company would be pursuant to
your agreement with Canton Hathaway, LLC, and would not be provided by the Company. Because Canton
Hathaway, LLC is one of our affiliates, it will not conduct an independent review of us or our offering;
therefore, if your investment professional is associated with Canton Hathaway, LLC, you will not have an
independent review of us or our offering.
The Dealer Manager and Participating Broker-Dealers
S2K Financial LLC will serve as the dealer manager for this offering. The dealer manager is a duly
registered broker-dealer with FINRA and each of the states and jurisdictions in which offers and sales of
K-I Shares, K Shares and K-T Shares will be made. We will pay the dealer manager selling commissions,
dealer manager fees, and a stockholder servicing fee (solely in connection with K-T Shares sold in the
primary offering), and reimburse the dealer manager for certain expenses, as discussed below. Our
agreement with the dealer manager, which we refer to as the “dealer manager agreement,” may be
terminated by us or by the dealer manager pursuant to the terms of the dealer manager agreement.
Our dealer manager has authorized certain additional broker-dealers who are members of FINRA to
participate in selling shares of our common stock in this offering, which we refer to as “participating
broker-dealers.”
Compensation of Dealer Manager and Participating Broker-Dealers
Selling Commissions
Except as provided below, the dealer manager will receive up-front selling commissions of up to 7% of
the gross offering proceeds from the sale of K Shares and up-front selling commissions of up to 3% of the
gross offering proceeds from the sale of K-T Shares; provided, however, that no selling commissions will be
paid with respect to any K Shares or K-T Shares sold to our advisor or the Service Provider of their
respective affiliates and no selling commissions will be paid with respect to shares of any class sold pursuant
to our DRIP. We will not pay selling commissions to the dealer manager in connection with K-I Shares. The
dealer manager will reallow all selling commissions to participating broker-dealers.
Summary
The following table shows the maximum commissions and fees payable to our dealer manager in
connection with this offering, which may be reduced or waived in certain circumstances as described below
in “— Discounts for Certain Purchasers” and “— Volume Discounts.” To show the maximum amount of
dealer manager and participating broker-dealer compensation we may pay in this offering, the table assumes
(1) that all shares are sold through distribution channels associated with the highest possible selling
commissions and dealer manager fee and (2) we sell the maximum of $500,000,000 in shares of our
common stock pursuant to our primary offering (allocated as $125,000,000 in K Shares, $125,000,000 in
K-I Shares and $250,000,000 in K-T Shares). In the event we sell a greater percentage of a particular class
(which are subject to different selling commissions and dealer manager fees) than currently allocated in this
prospectus, the amounts and percentages of offering expenses will differ. We reserve the right to reallocate
the shares of common stock we are offering among the different classes of shares and between the primary
offering and our distribution reinvestment plan. The table does not give effect to any shares issued pursuant
to our distribution reinvestment plan.
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Per K Share

Price to Public . . . . . . . .
Selling Commissions . . . .
Dealer Manager Fee . . . .
Stockholder Servicing Fee
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$8.56
$0.60
$0.26
—

Per K-I Share

$

7.95
—
$0.2385
—

Per K-T Share

Total Maximum

$8.56
$0.26
$0.26
—(1)

$500,000,000
$ 16,250,000
$ 15,000,000
—(1)

(1) The stockholder servicing fee is payable only with respect to K-T Shares sold in our primary offering.
The stockholder servicing fee is an ongoing fee that is not paid to the dealer manager at the time a K-T
Share is sold. With respect to each K-T Share sold in our primary offering, will pay the dealer manager
a stockholder servicing fee equal to 1.0%, annualized, of the amount of our estimated NAV per K-T
Share for each K-T Share purchased. The stockholder servicing fee accrues daily and is payable
monthly in arrears. We will cease paying the stockholder servicing fee to our dealer manager upon the
occurrence of one of the termination events described in “— Stockholder Servicing Fees” below.
Although we cannot predict the length of time over which the stockholder servicing fee will be paid
due to potential changes in the estimated NAV per share of our K-T Shares, we expect to pay a
maximum of $0.30 in stockholder servicing fees with respect to an individual K-T Share, assuming
such fee would be paid over approximately three years from the date of purchase and a constant
estimated NAV per share of $10.00 per K-T Share.
Dealer Manager Fee
The dealer manager will receive an up-front dealer manager fee of up to 3% of the gross offering
proceeds from the sale of K-I Shares, K Shares and K-T Shares; provided, however, that no dealer manager
fees will be paid with respect to any K-I Shares, K Shares or K-T Shares sold to our advisor or the Service
Provider or their respective affiliates and no dealer manager fee will be paid with respect to shares of any
class sold pursuant to our DRIP. The dealer manager may, in its sole discretion, reallow a portion of the
dealer manager fee to participating broker-dealers.
Stockholder Servicing Fee
With respect to each K-T Share sold in our primary offering, will pay the dealer manager a stockholder
servicing fee equal to 1.0%, annualized, of the amount of our estimated NAV per K-T Share for each K-T
Share purchased. The stockholder servicing fee accrues daily and is payable monthly in arrears.
The stockholder servicing fee will be paid as compensation for ongoing services provided to holders of
our K-T Shares purchased in our primary offering, which ongoing services may include providing regular
account or portfolio maintenance for stockholders, assisting with recordkeeping, responding to stockholder
inquiries regarding distribution payments, providing services to stockholders related to our share
repurchase program, offering to meet with stockholders to provide overall guidance on an investment in us
or to answer questions about account statements or valuations, and providing such other similar services as
stockholders may reasonable require in connection with an investment in us. While we expect that the
participating broker-dealers of record for holders of K-I Shares or K Shares may provide similar services to
such stockholders, such participating broker-dealers are under no contractual obligation to do so and we
will not pay a stockholder servicing fee for such services. The dealer manager may reallow all of the
stockholder servicing fee to participating broker-dealers.
We will cease paying the stockholder servicing fee with respect to a K-T Share sold in our primary
offering at the earlier of (i) the end of the month in which our transfer agent, on our behalf, determines that
the aggregate underwriting compensation from all sources equals 10% of the gross proceeds from the sale of
shares in our primary offering (i.e., excluding proceeds from sales pursuant to our DRIP), (ii) the end of the
month in which our transfer agent, on our behalf, determines that total underwriting compensation,
including selling commissions, dealer manager fees, stockholder servicing fees and other elements of
underwriting compensation with respect to such K-T Share, would be in excess of 10% of the total gross
investment amount at the time of purchase of such K-T Share in our primary offering; (iii) the end of the
month in which our transfer agent, on our behalf, determines that the stockholder servicing fee with respect
to such K-T Share would be in excess of 3.0% of the total gross investment amount at the time of purchase
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of such K-T Share in our primary offering; (iv) the date on which such K-T Share is repurchased by us;
(v) the date on which the holder of such K-T Share or its agent notifies us or our agent that he or she is
represented by a new participating broker-dealer; provided that we will continue paying the stockholder
servicing fee, which shall be reallowed to the new participating broker-dealer, if the new participating
broker-dealer enters into a participating broker-dealer agreement or otherwise agrees to provide the ongoing
services set forth in the dealer manager agreement, and (vi) the listing of any class or series of our stock on
a national securities exchange, the merger or consolidation of our company or the sale of all or substantially
all of our assets. At the time we cease paying the stockholder servicing fee with respect to a K-T Share
pursuant to the provisions above, and if such K-T Share remains outstanding, such K-T Share (including
any associated K-T Share issued pursuant to the DRIP) will convert into a number of K Shares (including
any fractional shares) with an equivalent estimated NAV of such K-T Share as of the date of such
conversion. Stockholders will receive a confirmation notice when their K-T Shares have been converted into
K Shares. We currently expect that any such conversion will be on a one-for-one basis, as we expect the
estimated NAV per share of each K-T Share and K Share to be the same. Although we cannot predict the
length of time over which the stockholder servicing fee will be paid due to potential changes in the
estimated NAV per share of our K-T Shares, we expect to pay a maximum of $0.30 in stockholder servicing
fees with respect to an individual K-T Share, assuming such fee would be paid over approximately
three years from the date of purchase and a constant estimated NAV per share of $10.00 per K-T Share. We
will not pay any stockholder servicing fees in connection with K-T Shares sold to our advisor, the Service
Provider or their affiliates.
Expense Reimbursements
We have agreed to reimburse the dealer manager or any participating broker-dealer for reasonable bona
fide expenses set forth in itemized and detailed invoices, which may include travel, lodging, meals and other
reasonable out-of-pocket expenses incurred by the dealer manager or any participating broker-dealer and
their personnel. These reimbursements consist primarily of (a) actual costs incurred for fees to attend retail
seminars sponsored by participating broker-dealers, (b) amounts used to reimburse participating
broker-dealers for the actual costs incurred by registered representatives for travel, meals and lodging in
connection with attending bona fide training and education meetings and retail seminars sponsored by
participating broker-dealers, (c) commissions and non-transaction based compensation paid to registered
persons in connection with the wholesaling of our offering, (d) expense reimbursements for actual costs
incurred by employees of our dealer manager in the performance of wholesaling activities, and
(e) additional amounts for gifts and business entertainment expenses. In no event shall any gifts for
registered representatives be given that exceed an aggregate value of $100 per annum per individual or are
preconditioned on achievement of a sales target. Promotional items of nominal value may also be given to
such representatives and are not subject to the annual gift limitation. We will reimburse our dealer manager
for these expenses to the extent permissible under applicable FINRA rules.
Limitations on Underwriting Compensation
Under the rules of FINRA, the total underwriting compensation payable from whatever source in
connection with this offering (including selling commissions, dealer manager fees, stockholder servicing
fees, non-cash compensation and certain expense reimbursements) to members of FINRA participating in
this offering may not exceed 10% of the gross proceeds from our primary offering (excluding proceeds from
shares sold pursuant to our DRIP). The amounts we have agreed to reimburse our dealer manager and
participating dealers for bona fide due diligence expenses (as described in “— Expense Reimbursements”
above) are excluded from total underwriting compensation for purposes of this 10% FINRA limitation on
total underwriting compensation.
We monitor the aggregate amount of underwriting compensation that we pay in connection with this
offering in order to ensure we comply with the underwriting compensation limits of applicable FINRA
rules. We will cease to pay all underwriting compensation on all shares offered hereby, including selling
commissions, dealer manager fees, and stockholder servicing fees, on the date at which total underwriting
compensation from whatever source paid in connection with this offering equals 10% of the gross offering
proceeds from our primary offering.
238

Limitations on Organization and Offering Expenses
FINRA rules also limit our combined total organization and offering expenses, inclusive of (i) the total
underwriting compensation paid from any source (as discussed in “— Limitations on Underwriting
Compensation” above) and (ii) issuer expenses that are reimbursed or paid for with offering proceeds, to
15% of our gross offering proceeds from this offering. We will reimburse our advisor and its affiliates for
organization and offering costs they incur on our behalf, either directly or through contract services
provided by affiliates, but only to the extent that such reimbursement would not cause the sales
commissions, dealer manager fees, stockholder servicing fees and the other organization and offering
expenses we bear to exceed 15% of the gross proceeds from this offering, in each case as of the date of the
termination of the offering.
Funding of Organization and Offering Expenses
Subject to limited exceptions, we intend to fund the payment of the selling commissions, dealer
manager fees, stockholder servicing fees and expense reimbursements payable to the dealer manager and
our other organization and offering expenses with the proceeds we receive from the sale of our A Shares to
our advisor and its affiliates in a private placement. Pursuant to the advisory agreement, our advisor has
agreed that it or its affiliates will purchase a number of A Shares sufficient to provide proceeds sufficient to
fund our payment the selling commissions, dealer manager fees and stockholder servicing fees payable to
our dealer manager associated with the sale of up to $500,000,000 in K-I Shares, K Shares and K-T Shares
in the primary offering. For additional discussion, see “Description of Capital Stock — A Shares —
Advisor’s Obligation to Purchase A Shares.” We intend to invest 100% of the proceeds from K-I Shares,
K Shares and K-T Shares in assets, therefore holders of our K-I Shares, K Shares and K-T Shares would be
limited in their potential return on investment should we return in excess of 9.84% on their investment, as
described in the answer to the question “How does the potential return to holders of K-I Shares, K Shares and
K-T Shares in this offering compare to the potential return to stockholders of other publicly registered,
non-traded REITs?” beginning on page 16 of the prospectus.
Indemnification
To the extent permitted by law and our charter, we have agreed to indemnify the dealer manager and
the participating broker-dealers against certain liabilities, including liabilities arising under the Securities
Act and Exchange Act and liabilities arising from breaches of our representations and warranties contained
in the dealer manager agreement.
Share Distribution Channels
K-I Shares, K Shares and K-T Shares each are available for purchase by the general public through
various distribution channels; provided, however, that K-I Shares are available for purchase only (1) through
fee-based programs of participating broker-dealers, also known as wrap accounts, that provide access to K-I
Shares, (2) through registered investment advisers not affiliated with a participating broker-dealer, (3) by
endowments, foundations, pension funds and other institutional investors, or (4) other categories of
investors that we name in an amendment or supplement to this prospectus.
Discounts for Certain Purchasers
Our executive officers and board of directors, as well as their immediate family members, may
purchase K-I Shares and K Shares at a reduced offering price per share, which reduced price will reflect that
that selling commissions and the dealer manager fee may be reduced or waived with respect to such
purchases. In addition, officers and employees of our advisor, other affiliates of our advisor, their
immediate family members, and, if approved by our management, joint venture partners, consultants, and
other service providers, may purchase K-I Shares and K Shares at a reduced offering price per share, which
reduced price will reflect that selling commissions and the dealer manager fee may be waived or reduced
with respect to such purchases.
The selling commissions and the dealer manager fee may also be reduced or waived in connection with
certain categories of sales of K-I Shares and K Shares, including, with respect to K Shares, sales for which a
volume discount applies (as discussed in “— Volume Discounts” below), sales to certain institutional
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investors, sales to employees of participating broker-dealers, sales made by certain participating
broker-dealers at the discretion of the dealer manager, sales made to investors whose contract for
investment advisory and related brokerage services includes a fixed or “wrap” fee or other asset-based fee
arrangement (unless that contract is with a federally registered investment adviser that is dually registered as
a broker-dealer and provides financial planning services), sales through banks acting as trustees or
fiduciaries and sales to our affiliates.
To the extent the purchase price of any K-I Shares, K Shares or K-T Shares sold is reduced due to a
reduction in selling commissions or dealer manager fees (excluding any shares purchased at a discount due
to a volume discount, as discussed below), we will sell additional A Shares to our advisor and its affiliates in
a private placement with an aggregate gross purchase price equal to the difference between the discounted
price per share for the K-I Shares, K Shares or K-T Shares sold and the non-discounted price for such
shares and make the proceeds from such sale of A Shares available for investment. As a result of this
application of the proceeds from the sale of additional A Shares to our advisor and its affiliates, the total
funds available for investment per K-I Share, K Share and K-T Share sold at a discount (excluding volume
discounts) will be equivalent to the funds that would be available for investment if the K-I Shares, K Shares
and K-T Shares were sold without any discount.
Our advisor and its affiliates and affiliates of the dealer manager will be expected to hold their K-I
Shares, K Shares, K-T Shares and A Shares for investment purposes only and not with a view towards
distribution.
Volume Discounts
The dealer manager may, at its sole discretion, enter into an agreement with a participating
broker-dealer whereby such participating broker-dealer may aggregate subscriptions as part of a combined
order for the purpose of offering investors reduced aggregate selling commissions. Any reduction in the
selling commissions arising from such volume discounts would be prorated among the separate subscribers.
The following table illustrates the various selling commissions discount levels that will be offered to
qualifying purchasers by participating broker-dealers for K Shares purchased in this offering:
Selling Commission
Percentage

Dollar Amount of K Shares Purchased

Dealer
Manager Fee

Purchase Price Per
K Share to Investor

$499,999 or less . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
$500,000 – $999,999 . . . . . . . . . . . . . . . . . . . . . . . . . .

7.0%
6.0%

3.0%
3.0%

$8.56
$8.48

$1,000,000 – $1,999,999
$2,000,000 – $2,999,999
$3,000,000 – $4,999,999
$5,000,000 – $9,999,999
$10,000,000 and above .

5.0%
4.0%
3.0%
2.0%
1.0%

3.0%
3.0%
3.0%
3.0%
3.0%

$8.39
$8.31
$8.23
$8.15
$8.08
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.
.

The table above is calculated assuming a purchase price (prior to any discounts) per K Share of $8.56
per share. An investor’s purchase of K Shares may be aggregated for purposes of applying the discounts set
forth in the table above.
In the event an investor wishes to have its subscriptions combined (to the extent purchases were made
within one year), that investor must request such treatment in writing at the time of that person’s
subscription and identify the subscriptions to be combined. Any combination request will be subject to our
verification that the subscriptions to be combined are made by a single qualifying purchaser and made
within one year. If the subscription agreements for the combined subscriptions of a single qualifying
purchaser are submitted at the same time, then the selling commissions payable and the discounted K Share
purchase price will be allocated pro rata among the combined subscriptions on the basis of the respective
subscription amounts being combined. Otherwise, the volume discount provisions will apply only to the
subscription that qualifies the single qualifying purchaser for the volume discount and the subsequent
subscriptions of that single qualifying purchaser.
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Please consult with your financial advisor and broker-dealer about the ability to receive volume
discounts through any of the circumstances described above.
Investments through IRA Accounts
Our advisor expects to enter into an agreement with First Trust Retirement, which would act as IRA
custodian for purchasers of our securities who would like to purchase shares through an IRA account and
desire to establish a new IRA account for that purpose. Our advisor intends to pay the fees related to the
establishment of investor accounts with $25,000 and the first-year annual IRA maintenance fee. We will not
reimburse our advisor for such fees. Thereafter, investors will be responsible for the annual IRA
maintenance fees charged by the IRA Custodian, which are currently $35.00. Further information about
custodial services is available through your broker. We do not require that you use our IRA custodian.
Minimum Purchase Requirements
You must initially invest at least $4,000 in any combination of our K-I Shares, K Shares or K-T Shares
to be eligible to participate in this offering. In order to satisfy this minimum purchase requirement, unless
otherwise prohibited by state law, a husband and wife may jointly contribute funds from their separate
IRAs, provided that each such contribution is made in increments of $100. You should note that an
investment in our shares will not, in itself, create a retirement plan and that, in order to create a retirement
plan, you must comply with all applicable provisions of the Internal Revenue Code. If you have satisfied the
applicable minimum purchase requirement, any additional purchase must be in increments of $100. The
investment minimum for subsequent purchases does not apply to shares purchased pursuant to our DRIP.
You may not transfer fewer shares than the minimum purchase requirement. Unless you are
transferring all of your shares of common stock, you may not transfer your shares in a manner that causes
you or your transferee to own fewer than the number of shares required to meet the minimum purchase
requirements, except for the following transfers made without consideration: (a) transfers by gift,
(b) transfers by inheritance, (c) intra-family transfers, (d) family dissolutions, (e) transfers to affiliates and
(f) transfers by operation of law. These minimum purchase requirements will be applicable until our shares
of common stock are listed on a national securities exchange, and these requirements may make it more
difficult for you to sell your shares.
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DISTRIBUTION REINVESTMENT PLAN
On April 7, 2020, in response to the global pandemic of the novel coronavirus (COVID-19), our board
of directors approved the temporary suspension of our DRIP, effective April 17, 2020. On June 10, 2020,
the Board unanimously approved the resumption of the operation of the DRIP, as of the date of the next
distribution payment.
Our DRIP allows you to elect to have all or a portion of your cash distributions attributable to your
K-I Shares, K Shares or K-T Shares owned automatically reinvested in additional K-I Shares, K Shares or
K-T Shares, as applicable. Any distribution amounts elected to be reinvested will be reinvested in the share
class for which the distribution was declared. For instance, distributions in K-I Shares will be reinvested in
additional K-I Shares, distributions in K Shares will be reinvested in additional K Shares and distributions
in K-T Shares will be reinvested in additional K-T Shares. A copy of our DRIP is included as Appendix B
to this prospectus. You may elect to participate in the DRIP by completing the subscription agreement, the
enrollment form or by other written notice to the plan administrator. Participation in the plan will begin
with the next distribution made after acceptance of your written notice.
You can elect to have all or a portion of your distributions reinvested through our DRIP. You may also
change the percentage of your distributions that will be reinvested at any time if you complete a new
enrollment form or other form provided for that purpose. Any election to increase your level of
participation in the DRIP must be made through your participating broker-dealer or, if you purchased your
shares in this offering other than through a participating broker-dealer, through the dealer manager. Any
distribution amounts not elected to be reinvested in additional shares of the same class pursuant to the
DRIP will be paid out to the applicable stockholder as a cash distribution, in accordance with procedures
determined by our board.
During the offering and until our board of directors determines to modify the purchase prices for
shares in our DRIP to reflect the estimated NAV per share, the per share purchase price for shares
purchased pursuant to the DRIP will be as follows: $8.13 per K-I Share, $8.13 per K Share and $8.13 per
K-T Share. K-I Shares, K Shares and K-T Shares acquired under the DRIP will entitle the participant to
the same rights and be treated in the same manner as K-I Shares, K Shares and K-T Shares purchased in
the primary offering.
We reserve the right to amend any aspect of our DRIP without the consent of our stockholders,
provided that notice of any material amendment is sent to participants at least 10 days prior to the effective
date of that amendment. Our board of directors may amend, suspend or terminate the DRIP for any
reason at any time upon 10 days’ prior notice to participants. We may provide notice by including such
information (a) in a Current Report on Form 8-K or in our annual or quarterly reports, all publicly filed
with the SEC or (b) in a separate mailing to the participants. Participation in the plan may also be
terminated with respect to any person to the extent that a reinvestment of distributions in shares of our
common stock would cause the share ownership limitations contained in our charter to be violated.
Following any termination of the DRIP, all subsequent distributions to stockholders would be made in
cash.
If a stockholder elects to participate in the DRIP, the stockholder will be treated as receiving, in lieu of
the portion of the distribution such stockholder elected to be reinvested pursuant to the DRIP, a
distribution of additional K-I Shares, K Shares or K-T Shares, as applicable. If the stockholder is subject to
federal income taxation, the stockholder will be treated for federal income tax purposes as if he or she has
received a distribution, to the extent of our current and accumulated earnings and profits, in an amount
equal to the fair value on the relevant distribution date of the K-I Shares, K Shares or K-T Shares
purchased with the reinvested distributions, and will be taxed on the amount of such distribution as
ordinary income to the extent such distribution is from current or accumulated earnings and profits, unless
we have designated all or a portion of the distribution as a capital gain dividend in which event the
appropriate portion of the distribution will be treated as long-term capital gain to the extent the
distribution does not exceed our current and accumulated earnings and profits. See “Material U.S. Federal
Income Tax Considerations”. However, the tax consequences of participating in our distribution
reinvestment plan will vary depending upon each participant’s particular circumstances and you are urged
to consult your own tax advisor regarding the specific tax consequences to you of participation in the
distribution reinvestment plan.
242

All material information regarding the distributions to stockholders and the effect of reinvesting the
distributions, including tax information with respect to income earned on shares under the plan for the
calendar year, will be provided to the stockholders at least annually. Each stockholder participating in the
distribution reinvestment plan will have an opportunity to withdraw from the plan at any time after
receiving this information.
SALES LITERATURE
In addition to and apart from this prospectus, we may use supplemental sales material in connection
with the offering. This material may consist of a brochure describing our advisor and its affiliates and our
investment objectives. The material also may contain pictures and summary descriptions of properties
similar to those that we intend to acquire which our affiliates have previously acquired. This material also
may include audiovisual materials and taped presentations highlighting and explaining various features of
the offering, properties of prior real estate programs and real estate investments in general, and articles and
publications concerning real estate. Further, business reply cards, introductory letters and seminar invitation
forms may be sent to the dealer members of FINRA designated by us and prospective investors. No person
has been authorized to prepare for, or furnish to, a prospective investor any sales literature other than that
described herein and “tombstone” newspaper advertisements or solicitations of interest that are limited to
identifying the offering and the location of sources of further information.
The use of any sales materials is conditioned upon filing with, and if required, clearance by
appropriate regulatory agencies. Such clearance (if provided), however, does not indicate that the regulatory
agency allowing the use of such materials has passed on the merits of the offering or the adequacy or
accuracy of such materials.
This offering is made only by means of this prospectus. Except as described herein, we have not
authorized the use of other supplemental literature or sales material in connection with this offering.
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REPORTS TO STOCKHOLDERS
Our advisor will keep, or cause to be kept, full and true books of account on an accrual basis of
accounting, in accordance with GAAP. All of these books of account, together with a copy of our charter,
will at all times be maintained at our principal office, and will be open to inspection, examination and
duplication at reasonable times by the stockholders or their agents.
Our advisor will submit to each stockholder our audited annual reports within 120 days following the
close of each fiscal year. The annual reports will contain the following:
•

audited financial statements prepared in accordance with SEC rules and regulations governing the
preparation of financial statements and reported on by independent certified public accountants;

•

the ratio of the costs of raising capital during the period to the capital raised;

•

the aggregate amount of advisory fees and the aggregate amount of fees paid to our advisor and
any affiliate of our advisor, including fees or charges paid to our advisor and to any affiliate of
our advisor by third parties doing business with us;

•

our total operating expenses, stated as a percentage of the average invested assets and as
a percentage of net income for the most recently completed fiscal year;

•

a report from our independent directors that the policies, objectives and strategies we follow are in
the best interests of our stockholders and the basis for such determination; and

•

separately stated, full disclosure of all material terms, factors and circumstances surrounding any
and all transactions involving us, our directors, our advisor, our sponsor and any of their affiliates
occurring in the year for which the annual report is made. Independent directors are specifically
charged with the duty to examine and comment in the report on the fairness of such transactions.

Our directors, including our independent directors, will take reasonable steps to insure that the
foregoing requirements are met.
At the same time as any distribution, we will file a Form 8-K or other appropriate form or report with
the SEC or otherwise provide stockholders with a statement disclosing the amount and source of the funds
distributed. If the information is not available when the distribution is made, we will provide a statement
setting forth the reasons for why the information is not available. In no event will the information be
provided to stockholders more than 60 days after we make the distribution. We will include in our
stockholders’ account statements an estimated NAV of our shares that will comply with the requirements of
NASD Rule 2340.
Within 60 days following the end of any calendar quarter during the period of the offering in which we
have closed an acquisition of a property, we will submit a report to each stockholder containing:
•

the location and a description of the general character of the property acquired during the
quarter;

•

the present or proposed use of the property and its suitability and adequacy for that use;

•

the terms of any material leases affecting the property;

•

the proposed method of financing, if any, including estimated down payment, leverage ratio,
prepaid interest, balloon payment(s), prepayment penalties, “due-on-sale” or encumbrance clauses
and possible adverse effects thereof and similar details of the proposed financing plan; and

•

a statement that title insurance has been or will be obtained on the property acquired.

In addition, while this offering is pending, if we believe that a reasonable probability exists that we will
acquire a property or group of properties, this prospectus will be supplemented to disclose the probability
of acquiring such property or group of properties. A supplement to this prospectus will describe any
improvements proposed to be constructed thereon and other information that we consider appropriate for
an understanding of the transaction. Further data will be made available after any pending acquisition is
consummated, also by means of a supplement to this prospectus, if appropriate. Note that the disclosure of
any proposed acquisition cannot be relied upon as an assurance that we will ultimately consummate such
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acquisition or that the information provided concerning the proposed acquisition will not change between
the date of the supplement and any actual purchase. After the completion of the last acquisition, our
advisor will, upon request, send a schedule of acquisition to the Commissioner of Corporations of the
State of California. The schedule, verified under the penalty of perjury will reflect each acquisition made,
the purchase price paid, the aggregate of all acquisition expenses paid on each transaction, and a
computation showing compliance with our charter. We will, upon request, submit to the Commissioner of
Corporations of the State of California or to any of the various state securities administrators, any report
or statement required to be distributed to stockholders pursuant to our charter or any applicable law or
regulation.
We anticipate that we will provide annual reports of our determination of value (1) to IRA trustees
and custodians not later than January 15 of each year and (2) to other Plan fiduciaries within 75 days after
the end of each calendar year. Each determination may be based upon valuation information available as of
October 31 of the preceding year, updated, however, for any material changes occurring between October 31
and December 31. For any period during which we are making a public offering of shares, the statement
will report an estimated value of each share at the then public offering price per share. If no public offering
is ongoing, and until we list the shares of our common stock on a national securities exchange, no later than
150 days from the second anniversary of the SEC effectiveness date of this registration statement, we will
provide an annual statement that will report an estimated value of each share, based on (i) appraisal updates
performed by us based on a review of the existing appraisal and lease of each property, focusing on a
re-examination of the capitalization rate applied to the rental stream to be derived from that property,
(ii) and a review of the outstanding loans and other investments, focusing on a determination of present
value by a re-examination of the capitalization rate applied to the stream of payments due under the terms
of each loan. We may elect to deliver such reports to all stockholders, but in either event, will file a Form
8-K with the results of the valuation. Stockholders will not be forwarded copies of appraisals or updates. In
providing such reports to stockholders, neither we nor our affiliates thereby make any warranty, guarantee
or representation that (i) we or our stockholders, upon liquidation, will actually realize the estimated NAV
per share or (ii) our stockholders will realize the estimated NAV per share if they attempt to sell their
shares.
The accountants we regularly retain will prepare our U.S. federal tax return and any applicable state
income tax returns. We will submit appropriate tax information to the stockholders within 30 days
following the end of each of our fiscal years. We will not provide a specific reconciliation between GAAP
and our income tax information to the stockholders. However, the reconciling information will be available
in our office for inspection and review by any interested stockholder. Annually, at the same time as the
dissemination of appropriate tax information (including a Form 1099) to stockholders, we will provide each
stockholder with an individualized report on his or her investment, including the purchase date(s), purchase
price(s), and number of shares owned, as well as the dates and amounts of distributions received during the
prior fiscal year. The individualized statement to stockholders will include any purchases of shares under
the DRIP. Stockholders requiring individualized reports on a more frequent basis may request these
reports. We will make every reasonable effort to supply more frequent reports, as requested, but we may, at
our sole discretion, require payment of an administrative charge either directly by the stockholder, or
through pre-authorized deductions from distributions payable to the stockholder making the request.
We may deliver to the stockholders each of the reports discussed in this section, as well as any other
communications that we may provide them with, by e-mail or by any other means.
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LITIGATION
We are not party to any material pending legal proceedings.
LEGAL MATTERS
Venable LLP, Baltimore, Maryland, has passed upon the legality of the common stock and Morris,
Manning & Martin LLP, Atlanta, Georgia, our former legal counsel that issued an opinion in connection
with our election to be taxed as a REIT, has passed upon the legal matters in connection with our status as
a REIT for U.S. federal income tax purposes. Morrison & Foerster LLP, our legal counsel, is entitled to rely
on the opinion of Venable LLP as to all matters of Maryland law. None of Venable LLP, Morrison &
Foerster LLP, or Morris, Manning & Martin, LLP purports to represent our stockholders or potential
investors, who should consult their own counsel. Morrison & Foerster LLP also provides legal services to
Procaccianti Hotel Advisors, LLC, our advisor, and its affiliates.
EXPERTS
The consolidated financial statements of Procaccianti Hotel REIT, Inc. appearing in its Annual Report
on Form 10-K for the year ended December 31, 2020, have been audited by Ernst & Young LLP,
independent registered public accounting firm, as set forth in their report thereon included therein, and
incorporated herein by reference. Such consolidated financial statements are incorporated herein by
reference in reliance upon such report given on the authority of such firm as experts in accounting and
auditing.
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ELECTRONIC DELIVERY OF DOCUMENTS
Subject to availability, you may authorize us to provide prospectuses, prospectus supplements, annual
reports and other information (referred to herein as “documents”) electronically by so indicating on the
subscription agreement, or by sending us instructions in writing in a form acceptable to us to receive such
documents electronically. Unless you elect in writing to receive documents electronically, all documents will
be provided in paper form by mail. You must have internet access to use electronic delivery. While we
impose no additional charge for this service, there may be potential costs associated with electronic delivery,
such as on-line charges. Documents will be available on our Internet web site. You may access and print all
documents provided through this service. As documents become available, we will notify you of this by
sending you an e-mail message that will include instructions on how to retrieve the document. If our e-mail
notification is returned to us as “undeliverable,” we will contact you to obtain your updated e-mail address.
If we are unable to obtain a valid e-mail address for you, we will resume sending a paper copy by regular
U.S. mail to your address of record. You may revoke your consent for electronic delivery at any time and we
will resume sending you a paper copy of all required documents. However, in order for us to be properly
notified, your revocation must be given to us a reasonable time before electronic delivery has commenced.
We will provide you with paper copies at any time upon request. Such request will not constitute revocation
of your consent to receive required documents electronically.
INCORPORATION BY REFERENCE
The SEC’s rules allow us to incorporate by reference certain information into the prospectus. The
document listed below is incorporated by reference into the prospectus, except for any document or portion
thereof deemed to be “furnished” and not filed in accordance with SEC rules:
•

Our Annual Report on Form 10-K for the fiscal year ended December 31, 2020, filed March 26,
2021.

The information contained in this prospectus should be read together with the information in the
document incorporated by reference.
You can obtain the document incorporated by reference in this document from us, or from the SEC
through the SEC’s website at the address www.sec.gov. The document incorporated by reference is available
from us without charge, excluding any exhibits in the document, unless the exhibit is specifically
incorporated by reference as an exhibit in this document. You can obtain the document incorporated by
reference in this document, at no cost, by requesting it in writing or by telephone from us at the following
address or telephone number or at our website at www.prochotelreit.com:
Procaccianti Hotel REIT, Inc.
1140 Reservoir Avenue
Cranston, Rhode Island 02920-6320
(401) 946-4600
Attn: Investor Services
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WHERE YOU CAN FIND ADDITIONAL INFORMATION
We have filed a registration statement on Form S-11 with the SEC in connection with this offering. We
are required to file annual, quarterly and current reports, proxy statements and other information with the
SEC.
You may request and obtain a copy of these filings, at no cost to you, by writing or telephoning us at
the following address:
Procaccianti Hotel REIT, Inc.
1140 Reservoir Avenue
Cranston, Rhode Island 02920-6320
(401) 946-4600
Attn: Investor Services
There is additional information about us at www.prochotelreit.com. The contents of the site are not
incorporated by reference in, or otherwise a part of, this prospectus.
This prospectus is part of the registration statement and does not contain all of the information
included in the registration statement and all of its exhibits, certificates and schedules. Whenever a reference
is made in this prospectus to any contract or other document of ours, the reference may not be complete
and you should refer to the exhibits that are a part of the registration statement for a copy of the contract
or document.
You may read and copy our registration statement and all of its exhibits and schedules which we have
filed with the SEC, any of which may be inspected and copied at the Public Reference Room at 100 F.
Street, N.E., Washington, D.C. 20549. This material, as well as copies of all other documents filed with the
SEC, may be obtained from the Public Reference Section of the SEC, 100 F. Street, N.E., Washington D.C.
20549 upon payment of the fee prescribed by the SEC. The public may obtain information on the operation
of the Public Reference Room by calling the SEC at 1-800-SEC-0330 or e-mail at publicinfo@sec.gov. The
SEC maintains a web site that contains reports, proxies, information statements and other information
regarding registrants that file electronically with the SEC, including us. The address of this web site is
http://www.sec.gov.

248

APPENDIX A
The tables below provide summarized information concerning the non-public real estate programs
sponsored by Procaccianti Companies, Inc., our sponsor, and its affiliates, referred to in the prospectus as
the “Procaccianti Programs.” The information contained herein is included solely to provide prospective
investors with background to be used to evaluate the real estate experience of the management of our
sponsor and its affiliates.
The following tables use certain financial terms. The following briefly describes the meanings of these
terms:
•

“Acquisition Costs” means fees related to the purchase of the property, cash down payments,
acquisition fees, and legal and other costs related to property acquisitions.

•

“Cash Generated from Operations” means the excess (or “cash used” in the event of a deficiency)
of operating cash receipts, including interest on investments, over operating cash expenditures,
including debt service payments.

•

“GAAP” refers to “generally accepted accounting principles” in the United States. Prospective
investors should read these tables carefully together with the summary information concerning the
Procaccianti Programs set forth in the prospectus.

THE INFORMATION IN THIS SECTION AND THE TABLES REFERENCED HEREIN
SHOULD NOT BE CONSIDERED AS INDICATIVE OF HOW WE WILL PERFORM. THIS
DISCUSSION REFERS TO THE PERFORMANCE OF PRIOR REAL ESTATE PROGRAMS AND
PROPERTIES SPONSORED BY AFFILIATES OF OUR SPONSOR OVER THE PERIODS LISTED
THEREIN. IN ADDITION, THE TABLES INCLUDED IN THIS PROSPECTUS (WHICH REFLECT
RESULTS OVER THE PERIODS SPECIFIED IN EACH TABLE) DO NOT MEAN THAT WE WILL
MAKE INVESTMENTS COMPARABLE TO THOSE REFLECTED IN SUCH TABLES. IF YOU
PURCHASE SHARES IN OUR OFFERING YOU WILL NOT HAVE ANY OWNERSHIP
INTEREST IN ANY OF THE REAL ESTATE PROGRAMS DESCRIBED IN THE TABLES
INCLUDED HEREIN (UNLESS YOU ARE ALSO AN INVESTOR IN THOSE REAL ESTATE
PROGRAMS).
YOU SHOULD NOT CONSTRUE INCLUSION OF THE FOLLOWING INFORMATION AS
IMPLYING IN ANY MANNER THAT WE WILL HAVE RESULTS COMPARABLE TO THOSE
REFLECTED IN THE INFORMATION BELOW BECAUSE THE YIELD AND CASH AVAILABLE
AND OTHER FACTORS COULD BE SUBSTANTIALLY DIFFERENT IN OUR PROPERTIES.
The following tables are included herein:

A-1

TABLE I
EXPERIENCE IN RAISING AND INVESTING FUNDS
Table I provides a summary of the experience of Procaccianti Companies, Inc. and its affiliates as a
sponsor in raising and investing funds in the following prior private real estate programs: Toll Tib Hotel JV,
LLC, Mill Falls NH JV, LLC and Great Salt Pond Marina JV, LLC.. Information is provided as to the
manner in which the proceeds of the offerings have been applied, the timing and length of the offerings and
the time period over which the proceeds have been invested.
As of: 12/31/20

Dollar Amount Offered . . . . . . . . . . . . . . .
Dollar amount raised (100%) . . . . . . . . . . .
Less offering expenses:
Selling commissions and discounts retained
by affiliates . . . . . . . . . . . . . . . . . . . .
Organizational expenses . . . . . . . . . . .
Other (explain) . . . . . . . . . . . . . . . .
Reserves . . . . . . . . . . . . . . . . . . . . . . . . .

Toll Tib Hotel JV, LLC

Mill Falls NH JV, LLC

Great Salt Pond
Marina JV, LLC

Toll House and Lodge
at Tiburon

Mill Falls

Champlin’s Resort &
Marina

.
.

$31,017,214
$31,017,214

$21,401,415
$21,401,415

$23,384,490
$23,384,490

.
.
.
.

$ (300,000)
$ (75,000)
$
—
$ (3,898,603)

$ (300,000)
$ (166,434)
$
—
$
—

$ (786,837)
$ (74,910)
$
—
$ (8,958,061)

Percent available for investment . . . . . . . . .
Acquisition costs:
Prepaid items and fees related to purchase of
property . . . . . . . . . . . . . . . . . . . . . . .
Cash down payment (purchase price and
capex less debt financing & fees) . . . . . . .
Acquisition fees . . . . . . . . . . . . . . . . . .
Other (explain) – Closing Costs . . . . . . . . .
Total acquisition cost . . . . . . . . . . . . . . . . . .
Percent leverage (mortgage financing divided by
acquisition cost) . . . . . . . . . . . . . . . . . . .
Date offering began . . . . . . . . . . . . . . . . . . .
Length of offering (in months) . . . . . . . . . . .
Months to invest 90% of amount available for
investment (measured from beginning of
offering) . . . . . . . . . . . . . . . . . . . . . . . .

86%

$

115,692

98%

$

282,409

58%

$

6,000

$25,700,000
$
—
$ (290,601)

$21,225,500
$
—
$ 107,661

$21,458,061
$
—
$ 712,225

$25,525,091

$21,615,570

$22,176,286

67%
5/21/2019
3

3

61%
2/26/2019
2

56%
10/15/2020
2

2

2

Notes: The programs above have the following different characteristics than the properties that will be
included in this offering.
The Procaccianti Programs were not entities which intended to qualify as a REIT, and in most cases were
acquired by limited liability companies owned by our sponsor or its affiliates and other high net worth
individuals or limited partnerships structured as joint ventures between an affiliate of our sponsor and high
net worth individuals.
The properties acquired by the Procaccianti Programs are primarily full service hotel operations that
followed a value-add strategy and do not reflect the extended-stay, select-service and compact full-service
hotel market that we expect to target.
The investments acquired by the Procaccianti Programs have typically utilized high leverage debt, including
debt up to 80% of asset value; however, we expect our targeted leverage ratio to be the greater of 50%
loan-to-value or loan-to-cost.
A-2

A-3

Gross Revenues . . . . . . . . . .
Profit on sale of properties
Less: Operating expenses . . . . .
Interest expense . . . . . .
Depreciation . . . . . . . .
Net Income – GAAP Basis . . .
FF&E Reserve . . . . . . .
Principal . . . . . . . . . .
Cash generated from operations .
Cash generated from sales . . . .
Cash generated from
refinancing . . . . . . . . . . .
Cash generated from operations,
sales and refinancing . . . . .
Less: Cash distributions to
investors (Net of operating
contributions) . . . . . . . . .
– from operating cash
flow . . . . . . . . . . .
– from sales and
refinancing . . . . . . .
– from other . . . . . . . .
Cash generated (deficiency) after
cash distributions . . . . . . .
Less:Special items (not including
sales and refinancing)(identify
and quantify) . . . . . . . . .
– Operating Contributions
by investors . . . . . . .
Cash generated (deficiency) after
cash distributions and special
items . . . . . . . . . . . . . .
—

.

—

$ 14,699,194
$ 2,908,485
$ 3,113,359
$(11,145,525)
$
421,764
$
—
$ (8,453,930)
—
—

$ 1,702,333
$ 485,921
$ 975,263
$ (2,133,373)
$
—
$
—
$ (1,158,110)
—

$7,093,782
$ 710,388
$ 142,271
$ 856,568
$ 121,709
$
—
$ 877,130
—

$ 4,376,956
$ 958,090
$ 2,425,566
$ (3,796,730)
$
55,332
$
—
$ (1,426,496)
—

$ 702,319
$ 189,486
$ 884,373
$ (1,393,775)
$
—
$
—
$ (509,402)
—

— $
— $

— $
— $

667,000 $
— $
—
— $ (877,236) $

— $1,275,000 $

—

82,000 $

850,000 $
$
— $
$ (156,539) $

— $

$ 4,423,987
$ 926,880
$ 2,601,831
$ (4,997,190)
$
95,663
$
—
$ (2,491,022)

$
$
$
$
$
$
$

650,000 $

. $

— $

200,000 $ 3,000,000 $

— $

— $

— $

455,000 $

— $

300,000 $

— $

. $ (346,258) $ (8,920,930) $ 1,841,890 $ 479,366 $ (1,053,496) $ (209,402) $

— $

. $

7,448,532
1,691,848
1,940,284
1,648,611
530,647
—
3,058,248

$
$
$
$
$
$
$

$

411,762 $

(78,494) $

655,000 $ 2,412,528 $

—

508,903 $

— $

— $

508,903 $

—
— $ (334,655) $

— $ 2,884,000 $

. $ (996,258) $ (9,120,930) $ (1,158,110) $ 479,366 $ (1,508,496) $ (509,402) $ (243,238) $ (2,491,022) $

. $
. $

. $ 4,000,000 $

.

4/25/2019
4/1/2020
3/31/2020
12/31/2020
Mill Falls NH JV, LLC
Mill Falls
Year 1
Year 2

450,223 $ (2,491,022) $ 3,058,248 $

$11,510,568
$ 1,567,836
$ 2,167,676
$ (938,516)
$ 778,937
$
—
$ 450,223

. $ 3,003,742 $ (8,453,930) $ (1,158,110) $ 877,130 $ (1,426,496) $ (509,402) $

$23,597,222
$ 2,401,909
$ 2,587,305
$ 1,523,171
$ 1,106,734
$
—
$ 3,003,742
—

.
.
.
.
.
.
.
.

3/22/2019
3/1/2020
2/28/2020
12/31/2020
400 Corp Ft Lauderdale JV
Westin Ft Lauderdale
Year 1
Year 2

993,989

—

—

993,989

—

—

993,989

4,289,603
1,371,490
2,221,581
(893,878)
333,714
—
993,989

382,403 $14,307,564 $ 2,955,508 $12,729,275 $ 6,988,796

11/1/2019
11/18/2020
10/31/2020
12/31/2020
422 Hotel, LLC
Sheraton Suites Wilmington
Year 1
Year 2
Year 3

11/19/2018
10/31/2019

. $30,109,607 $ 9,575,513 $ 1,030,144 $8,803,009 $ 3,963,882 $

11/21/2018
11/1/2019
11/1/2020
10/31/2019
10/31/2020
12/31/2020
HCP Grosvenor Orlando, LLC
Wyndham Lake Buena Vista
Year 1
Year 2
Year 3

8,687,311
2,324,279
761,075
(790,618)
234,476
—
(264,019)

—

$ (486,386)

$ 1,014,500

$

$ (1,500,886)

$ (243,133)

$ 1,480,000

$ (264,019)

$
$
$
$
$
$
$

$10,982,047

—

—

—

—

$ (1,378,804)

$

$

$ (1,378,804)

$

$

$ (1,378,804)

$ 2,256,076
$ 1,141,578
$ 2,200,350
$ (3,579,154)
$
—
$
—
$ (1,378,804)

$ 2,018,850

8/21/2019
8/1/2020
7/31/2020
12/31/2020
Toll Tib Hotel JV, LLC
Toll House and Lodge at Tiburon
Year 1
Year 2

Table III summarizes the operating results of the following prior real estate programs sponsored by Procaccianti Companies, Inc. and its affiliates: HCP
Grosvenor Orlando, LLC, 422 Hotel, LLC, 400 Corp Ft Lauderdale JV, Mill Falls NH JV, LLC, LLC and Toll Tib Hotel JV, LLC. The results in this Table III have
not been audited and are presented on an accrual account basis in conformity with GAAP.

TABLE III

A-4

3/22/2019
3/1/2020
2/28/2020
12/31/2020
400 Corp Ft Lauderdale JV
Westin Ft Lauderdale
Year 1
Year 2

4/25/2019
4/1/2020
3/31/2020
12/31/2020
Mill Falls NH JV, LLC
Mill Falls
Year 1
Year 2

187.35 $

$

100%

31.24 $

(522.03) $
— $

100%

— $

(86.90) $
— $

100%

167.78 $

112.72 $
— $

100%

6.60 $

(305.56) $
— $

Annual periods are based on inception date based on return hurdles of JV

100%

71.34 $
— $

$
$

100%

— $

(106.60) $
— $

100%

26.65 $

(29.42) $
— $

100%

— $

(143.59) $
— $

100%

134.76 $

77.03 $
— $

$

100%

50.03

$

$
$

100%

The investments acquired by the Procaccianti Programs have typically utilized high leverage debt, including debt up to 80% of asset value; however, we expect our
targeted leverage ratio to be the greater of 50% loan-to-value or loan-to-cost.

The properties acquired by the Procaccianti Programs are primarily full service hotel operations that followed a value-add strategy and do not reflect the
extended-stay, select-service and compact full-service hotel market that we expect to target.

—

(117.07)
—

$30,571,699

The Procaccianti Programs were not entities which intended to qualify as a REIT, and in most cases were acquired by limited liability companies owned by our
sponsor or its affiliates and other high net worth individuals or limited partnerships structured as joint ventures between an affiliate of our sponsor and high net
worth individuals.

100%

—

(26.73)
—

$29,582,544

8/21/2019
8/1/2020
7/31/2020
12/31/2020
Toll Tib Hotel JV, LLC
Toll House and Lodge at Tiburon
Year 1
Year 2

(41.77) $
— $

$21,350,166 $ 21,350,166 $24,550,166 $7,599,223 $12,425,660 $13,074,949 $31,896,445 $34,802,006 $21,401,417 $21,401,417

11/1/2019
11/18/2020
10/31/2020
12/31/2020
422 Hotel, LLC
Sheraton Suites Wilmington
Year 1
Year 2
Year 3

11/19/2018
10/31/2019

Notes: The programs above have the following different characteristics than the properties that will be included in this offering.

*

Tax and Distribution Data Per
$1000 Invested
Federal Income Tax Results:
Equity as of End of Year
listed . . . . . . . . . . . . . . .
Ordinary income (loss) . . . . .
– Investment income
(Operating Income) . . . .
– Return of capital . . . . .
Source (on cash basis) . . . . . .
– Sales . . . . . . . . . . . .
– Refinancing . . . . . . . .
– Operations
distributions . . . . . . . .
– other . . . . . . . . . . . .
Amount (in percentage terms)
remaining invested in program
properties at the end of the last
year reported in the Table
(original total acquisition cost
of properties retained divided
by original total acquisition cost
of all properties in program) . .

11/21/2018
11/1/2019
11/1/2020
10/31/2019
10/31/2020
12/31/2020
HCP Grosvenor Orlando, LLC
Wyndham Lake Buena Vista
Year 1
Year 2
Year 3

TABLE IV
RESULTS OF COMPLETED PROGRAMS
Table IV includes the five real estate programs sponsored by Procaccianti Companies, Inc. and its
affiliates that most recently completed operations for the period ending on the date hereof:

Date Closed . . . . . . . . . . . .
Duration (months) . . . . . . . .
Aggregate dollar amount raised .
Annualized return on investment
Median annual leverage . . . . . .
Sponsor Total Compensation(1) .

.
.
.
.
.
.

.
.
.
.
.
.

.
.
.
.
.
.

.
.
.
.
.
.

.
.
.
.
.
.

.
.
.
.
.
.

TPG BLFL, JV
Marriott Fort
Lauderdale
6/13/2019
56
$8,211,114
54.49%
65%
$
—

PEH III, LLC
Holiday Inn East
Hartford
9/26/2019
83
$3,180,000
(0.68)%
61%
$
—

Arizona SC
Arizona PV
Hotel Owner,
Hotel Owner,
Gano Holdings,
LLC
LLC
LLC
Hilton
Doubletree
Hilton Garden
Scottsdale
Paradise Valley
Inn
1/30/2020
1/30/2020
2/27/2020
23
23
280
$22,733,908
$30,175,590
$9,822,475
29.29%
51.80%
9.79%
47%
45%
58%
$
—
$
—
$
—

(1) Includes Acquisition Fee, Development Fee and/or Promote.
Notes: The programs above have the following different characteristics than the properties that will be
included in this offering.
The Procaccianti Programs were not entities which intended to qualify as a REIT, and in most cases were
acquired by limited liability companies owned by our sponsor or its affiliates and other high net worth
individuals or limited partnerships structured as joint ventures between an affiliate of our sponsor and high
net worth individuals.
The properties acquired by the Procaccianti Programs are primarily full service hotel operations that
followed a value-add strategy and do not reflect the extended-stay, select-service and compact full-service
hotel market that we expect to target.
The investments acquired by the Procaccianti Programs have typically utilized high leverage debt, including
debt up to 80% of asset value; however, we expect our targeted leverage ratio to be the greater of 50%
loan-to-value or loan-to-cost.

A-5

A-6

Property

Date of
Sale

Cash received
net of closing
costs

Mortgage
balance at
time
of sale

$—
$—
$—

$—
$—
$—

$—
$—

$—
$—

$—

$—

$—

$—

$—
$—

$—
$—

$—

$—

$—

$—

$—

$—

Adjustments
resulting
from
application
of GAAP

$14,936,901

$44,743,448
$29,300,000

$ 7,799,982

$28,926,360

$37,758,728
$52,709,861

$34,074,048

$31,049,266
$99,442,874

$46,312,139

$13,827,000

Total

—

$ 3,909,469

$46,312,198
$29,300,000

$

$29,950,000

$37,500,000
$31,285,000

$36,450,000

$30,900,000
$53,000,000

$48,000,000

$12,300,000

Original
mortgage
financing

$14,696,381

$ 6,044,717
$44,811,836

$ 9,067,979

$ 6,961,435

$26,415,270
$22,557,819

$14,251,463

$ 9,286,974
$26,862,750

$34,353,856

$ 4,681,799

Total
acquisition
cost, capital
improvement
closing and
soft costs

Total

$18,605,850

$52,356,915
$74,111,836

$ 9,067,979

$36,911,435

$63,915,270
$53,842,819

$50,701,463

$40,186,974
$79,862,750

$82,353,856

$16,981,799

$12,884,909

$ 5,824,733
$ 8,715,316

$ 2,306,994

$13,663,570

$25,057,510
$ 9,626,208

$ 9,776,969

$13,082,777
$82,752,608

$36,904,241

$ 6,077,606

Excess
(Deficiency)
of Property
Operating
Cash Receipts
Over Cash
Expenditures

The investments acquired by the Procaccianti Programs have typically utilized high leverage debt, including debt up to 80% of asset value; however, we expect our
targeted leverage ratio to be the greater of 50% loan-to-value or loan-to-cost.

The properties acquired by the Procaccianti Programs are primarily full service hotel operations that followed a value-add strategy and do not reflect the
extended-stay, select-service and compact full-service hotel market that we expect to target.

The Procaccianti Programs were not entities which intended to qualify as a REIT, and in most cases were acquired by limited liability companies owned by our
sponsor or its affiliates and other high net worth individuals or limited partnerships structured as joint ventures between an affiliate of our sponsor and high net
worth individuals.

Notes: The programs above have the following different characteristics than the properties that will be included in this offering.

(1) Sold to related party

TPG Reno, LLC . . . . . . . . . . Marriott
9/12/2014
2/5/2018 $ 7,018,227 $13,827,000
Courtyard Reno
6/30/2005 2/28/2018 $21,610,135 $46,312,139
Procaccianti AZ, LP(1) . . . . . . Doubletree
Paradise Valley
3/6/2018 $11,769,379 $31,049,266
Procaccianti AZ II, LP(1) . . . . . Hilton Scottsdale 8/15/2014
PCA I, LP . . . . . . . . . . . . . Doubletree Santa 6/30/2005 9/26/2018 $51,997,828 $99,442,874
Monica
6/5/2007 11/19/2018 $
— $34,074,048
PDE I, LP(1) . . . . . . . . . . . . Sheraton Suites
Wilmington
RP-TPG Chicago North Shore,
Westin North
LLC . . . . . . . . . . . . . . . Shore
8/9/2013 12/28/2018 $28,823,128 $37,758,728
RB-TPG San Jose, LLC . . . . . . AC Marriott San 12/17/2014 3/27/2019 $42,354,594 $52,709,861
Jose
TPG BLFL JV, LLC . . . . . . . Marriott Fort
11/14/2014 6/13/2019 $20,467,778 $28,926,360
Lauderdale
PEH III, LLC . . . . . . . . . . . Holiday Inn East 12/1/2012 9/26/2019 $ 849,986 $ 7,799,982
Hartford
Arizona SC Hotel Owner, LLC . . Hilton Scottsdale
3/6/2018 1/31/2020 $53,526,890 $44,743,448
Arizona PV Hotel Owner, LLC . . Doubletree
2/28/2018 1/31/2020 $31,725,069 $29,300,000
Paradise Valley
3/3/1997 2/27/2020 $12,051,163 $14,936,901
Gano Holdings, LLC(1) . . . . . . Hilton Garden
Inn

Legal Entity

Date
Acquired

Purchase
money
mortgage
taken
back by
program

Selling Price, Net of Closing Costs and GAAP Adjustments Cost of Properties Including Closing and Soft Costs

This table provides summary information on the results of sales or disposals of properties within the most recent three years.

SALES OR DISPOSALS OF PROPERTIES (UNAUDITED)

TABLE V

APPENDIX B:

DISTRIBUTION REINVESTMENT PLAN

This DISTRIBUTION REINVESTMENT PLAN (the “Plan”) is adopted by Procaccianti Hotel
REIT, Inc., a Maryland corporation (the “Company”), to be administered by the Company, S2K Financial
LLC (the “Dealer Manager”) or an unaffiliated third party as agent for participants in the Plan (the
“Participants”), on the terms and conditions set forth below. Any terms not defined herein shall have the
same meaning as set forth in the Company’s charter (the “Charter”).
1. Distribution Reinvestment. As agent for the stockholders (the “Stockholders”) of the Company
who purchase Class K-I shares, Class K shares and/or Class K-T shares of the Company’s common stock
(collectively, the “Shares”) pursuant to the Company’s initial registered public offering (the “Initial
Offering”) or any future offering of the Shares (“Future Offering”), and Participants, the Company will, at
the election of the Participant, apply all or a portion of distributions declared and paid in respect of the
Shares held by each Participant (the “Distributions”), including Distributions paid with respect to any full
or fractional Shares acquired under the Plan, to the purchase of Shares of the same class for such
Participants directly, if permitted under state securities laws and, if not, through the Dealer Manager or
Soliciting Dealers registered in the Participant’s state of residence.
2. Effective Date. The effective date of this Plan is June 6, 2018.
3. Procedure for Participation. Any Stockholder who has received a Prospectus, as contained in the
registration statement filed by the Company with the Securities and Exchange Commission (the “SEC”),
may elect to become a Participant by completing and executing the subscription agreement, an enrollment
form or any other appropriate authorization form as may be made available by the Company, the Dealer
Manager or the Soliciting Dealer. Participation in the Plan will begin with the next Distribution payable
after acceptance of a Participant’s subscription, enrollment or authorization. Shares will be purchased
under the Plan on the date that Distributions are paid by the Company.
4. Suitability. Each Participant is requested to promptly notify the Company in writing if the
Participant experiences a material change in his or her financial condition, including the failure to meet the
income, net worth and investment concentration standards imposed by such Participant’s state of residence
and set forth in the Company’s most recent prospectus. For the avoidance of doubt, this request in no way
shifts to the Participant the responsibility of the Sponsor, or any other person selling shares on behalf of
the Company to the Participant to make every reasonable effort to determine that the purchase of Shares is
a suitable and appropriate investment based on information provided by such Participant.
5. Purchase of Shares. Except as otherwise provided in the Prospectus, Participants will acquire
Shares of the same class from the Company under the Plan (the “Plan Shares”) at $8.13 per Class K Share,
$8.13 per Class K-I Share and $8.13 per Class K-T Share. The Board of Directors may change these prices
based upon changes in the Company’s estimated net asset value per share and other factors that the Board
of Directors deems relevant, at least annually.
Participants in the Plan may purchase fractional Shares of the same class so that 100% of the
Distributions will be used to acquire Shares. However, a Participant will not be able to acquire Plan Shares
to the extent that any such purchase would cause such Participant to exceed the Aggregate Share
Ownership Limit or the Class Ownership Limit as set forth in the Charter or otherwise would cause a
violation of the Share ownership restrictions set forth in the Charter.
Shares to be distributed by the Company in connection with the Plan may (but are not required to) be
supplied from: (x) the Plan Shares that will be registered with the SEC in connection with the Initial
Offering, (y) Shares to be registered with the SEC in a Future Offering for use in the Plan (a “Future
Registration”) or (z) Shares purchased by the Company for the Plan in a secondary market (if available) or
on a stock exchange (if listed) (collectively, the “Secondary Market”).
Shares purchased in any Secondary Market will be purchased at the then-prevailing market price,
which price will be utilized for purposes of issuing Shares in the Plan. Shares acquired by the Company in
any Secondary Market or registered in a Future Registration for use in the Plan may be at prices lower or
higher than the Share price which will be paid for the Plan Shares pursuant to the Initial Offering.
B-1

If the Company acquires Shares in any Secondary Market for use in the Plan, the Company shall use
its reasonable efforts to acquire Shares at the lowest price then reasonably available. However, the Company
does not in any respect guarantee or warrant that the Shares so acquired and purchased by the Participant
in the Plan will be at the lowest possible price. Further, irrespective of the Company’s ability to acquire
Shares in any Secondary Market or to make a Future Offering for Shares to be used in the Plan, the
Company is in no way obligated to do either, in its sole discretion.
6. Taxes. IT IS UNDERSTOOD THAT REINVESTMENT OF DISTRIBUTIONS DOES NOT
RELIEVE A PARTICIPANT OF ANY INCOME TAX LIABILITY WHICH MAY BE PAYABLE ON
THE DISTRIBUTIONS. INFORMATION REGARDING POTENTIAL TAX INCOME LIABILITY
OF PARTICIPANTS MAY BE FOUND IN THE PUBLIC FILINGS MADE BY THE COMPANY
WITH THE SEC.
7. Share Certificates. The ownership of the Shares purchased through the Plan will be in book-entry
form unless and until the Company issues certificates for its outstanding common stock.
8. Reports. Within 90 days after the end of the Company’s fiscal year, the Company shall provide
each Stockholder with an individualized report on such Stockholder’s investment, including the purchase
date(s), purchase price and number of Shares owned, as well as the dates of Distributions and amounts of
Distributions paid during the prior fiscal year. In addition, the Company shall provide to each Participant
an individualized quarterly report at the time of each Distribution payment showing the number of Shares
owned prior to the current Distribution, the amount of the current Distribution and the number of Shares
owned after the current Distribution.
9. Termination by Participant. A Participant may terminate participation in the Plan at any time,
without penalty, by delivering to the Company a written notice. Prior to the listing of the Shares on a
national stock exchange, any transfer of Shares by a Participant to a non-Participant will terminate
participation in the Plan with respect to the transferred Shares. If a Participant terminates Plan
participation, the Company will ensure that the terminating Participant’s account will reflect the whole
number of shares in such Participant’s account and provide a check for the cash value of any fractional
share in such account. Upon termination of Plan participation for any reason, Distributions will be
distributed to the Stockholder in cash
10. Amendment, Suspension or Termination of Plan by the Company. The Board of Directors may by
majority vote (including a majority of the Independent Directors) amend, suspend or terminate the Plan
for any reason upon ten days’ written notice to the Participants; provided, however, that the Board of
Directors may not so amend the Plan to restrict or remove the right of Participants to terminate
participation in the Plan at any time without penalty.
11. Liability of the Company. The Company shall not be liable for any act done in good faith, or for
any good faith omission to act, including, without limitation, any claims or liability (a) arising out of failure
to terminate a Participant’s account upon such Participant’s death prior to receipt of notice in writing of
such death or (b) with respect to the time and the prices at which Shares are purchased or sold for a
Participant’s account. To the extent that indemnification may apply to liabilities arising under the Securities
Act of 1933, as amended, or the securities laws of a particular state, the Company has been advised that, in
the opinion of the SEC and certain state securities commissioners, such indemnification is contrary to
public policy and, therefore, unenforceable.
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6XEVFULSWLRQ$JUHHPHQW(OHFWURQLF&RQVHQW
&ODULW\RIWH[WLQWKLVGRFXPHQWPD\EHDHFWHGE\WKHVFUHHQRQZKLFKLWLVGLVSOD\HG

Electronic Signature (Optional)
%\FKHFNLQJWKLVER[ΖHOHFWWRH[HFXWHDQ\RHULQJGRFXPHQWVVXEVFULSWLRQSDFNDJHDQGRWKHUGRFXPHQWV GRFXPHQWV HOHFWURQLFDOO\
DQGΖXQGHUVWDQGWKDWVKRXOGΖH[HFXWHWKHGRFXPHQWVP\HOHFWURQLFVLJQDWXUHZKHWKHUGLJLWDORUHQFU\SWHGLQFOXGHGLQWKHGRFXPHQWV
LVLQWHQGHGWRDXWKHQWLFDWHWKHGRFXPHQWVDQGWRKDYHWKHVDPHIRUFHDQGHHFWDVDPDQXDOVLJQDWXUH(OHFWURQLFVLJQDWXUHPHDQV
DQ\HOHFWURQLFVRXQGV\PERORUSURFHVVDWWDFKHGWRRUORJLFDOO\DVVRFLDWHGZLWKDUHFRUGDQGH[HFXWHGDQGDGRSWHGE\DQLQYHVWRU
ZLWKWKHLQYHVWRUȇVLQWHQWWRVLJQVXFKUHFRUG
ΖDFNQRZOHGJHWKDWP\FRQVHQWWRWKHH[HFXWHDQ\GRFXPHQWVHOHFWURQLFDOO\PD\EHXSGDWHGRUFDQFHOOHGDWDQ\WLPHE\FDOOLQJ6.
)LQDQFLDO//&DWIURPDPWRSP(670RQGD\)ULGD\

1DPH

'DWH

1DPHRI-RLQWΖQYHVWRU

'DWH
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6XEVFULSWLRQ$JUHHPHQWΖQVWUXFWLRQVWRΖQYHVWRUV
3OHDVHFDUHIXOO\UHDGWKH3URVSHFWXVRI3URFDFFLDQWL+RWHO5(Ζ7ΖQF WKHȊ&RPSDQ\ȋ DVVXSSOHPHQWHGWRGDWHEHIRUHGHFLGLQJWRVXEVFULEHLQVKDUHVRI
FRPPRQVWRFNSDUYDOXHRISHUVKDUHRIWKH&RPSDQ\ WKHȊ6KDUHVȋ $Q\SHUVRQ V GHVLULQJWRVXEVFULEHVKRXOGFRPSOHWHH[HFXWHDQGGHOLYHUWKH
6XEVFULSWLRQ$JUHHPHQWDQGSD\PHQWLQDFFRUGDQFHZLWKWKHLQVWUXFWLRQVVHWIRUWKEHORZ3OHDVHSULQWLQEDOOSRLQWSHQRUW\SHWKHLQIRUPDWLRQ7KHVSRQVRUV
RUSHUVRQGHVLJQDWHGE\WKHVSRQVRUVZLOOVHQGHDFKVWRFNKROGHUDFRQȴUPDWLRQRIKLVRUKHUSXUFKDVHDIWHUWKH\KDYHEHHQDGPLWWHGDV
DVWRFNKROGHU

1. Investment

$PLQLPXPLQYHVWPHQWRILVUHTXLUHG$FKHFNIRUWKHIXOOSXUFKDVHSULFHRIWKH
VKDUHVVXEVFULEHGIRUVKRXOGEHPDGHSD\DEOHWRȊ3URFDFFLDQWL+RWHO5(Ζ7ΖQFȋRUȊ352&ȋ
6KDUHVPD\EHSXUFKDVHGRQO\E\SHUVRQVPHHWLQJVWDQGDUGVVHWIRUWKXQGHUWKH6HFWLRQ
RIWKH3URVSHFWXVHQWLWOHGȊΖQYHVWRU6XLWDELOLW\6WDQGDUGVȋ3OHDVHLQGLFDWHWKHVWDWHLQ
ZKLFKWKHVDOHZDVPDGHΖIWKLVLVDQLQLWLDOLQYHVWPHQWSOHDVHFKHFNWKHER[LQGLFDWLQJLW
DVVXFK2WKHUZLVHSOHDVHFKHFNWKHȊ$GGLWLRQDO3XUFKDVHȋER[7KHȊ$GGLWLRQDO3XUFKDVHȋ
ER[PXVWEHFKHFNHGLQRUGHUIRUWKLVVXEVFULSWLRQWREHFRPELQHGZLWKDQRWKHU
VXEVFULSWLRQIRUSXUSRVHVRIDYROXPHGLVFRXQW$FRPSOHWHG6XEVFULSWLRQ$JUHHPHQWLV
UHTXLUHGIRUHDFKLQLWLDOLQYHVWPHQW

2. Share Class Selection

3OHDVHFRQVXOWZLWK\RXUȴQDQFLDOUHSUHVHQWDWLYHDQGFKHFNWKHDSSURSULDWHER[WRLQGLFDWH
WKHFODVVRI6KDUHV\RXLQWHQGWRSXUFKDVH

3. Form of Ownership

3OHDVHFKHFNWKHDSSURSULDWHER[WRLQGLFDWHWKHW\SHRIHQWLW\RUW\SHRI
LQGLYLGXDOVVXEVFULELQJ
•

&RUSRUDWLRQ$QDXWKRUL]HGRɝFHUPXVWVLJQ$UWLFOHVRILQFRUSRUDWLRQ
PXVWEHSURYLGHG

•

3DUWQHUVKLSΖGHQWLI\ZKHWKHUWKHHQWLW\LVDJHQHUDORUOLPLWHGSDUWQHUVKLS(DFK
JHQHUDOSDUWQHUPXVWEHLGHQWLȴHGDQGPXVWVLJQΖQWKHFDVHRIDQLQYHVWPHQWE\D
JHQHUDOSDUWQHUVKLSDOOSDUWQHUVPXVWVLJQ7LWOHDQGVLJQDWXUHSDJHVRIWKHSDUWQHUVKLS
DJUHHPHQWPXVWEHSURYLGHG

•

(VWDWH7KHSHUVRQDOUHSUHVHQWDWLYHPXVWVLJQDQGOHWWHUVRIWHVWDPHQWDU\RUOHWWHUVRI
DGPLQLVWUDWLRQRUDVPDOOHVWDWHDɝGDYLWPXVWEHSURYLGHG

•

3HQVLRQ3ODQ.363DQG7UXVW(DFKWUXVWHHPXVWVLJQ)RUDWUXVWSOHDVHSURYLGH
WKHWLWOHDQGVLJQDWXUHSDJHVRIWKHWUXVWRUDWUXVWFHUWLȴFDWLRQIRUP

•

ΖQGLYLGXDO2ZQHU2ZQHUPXVWVLJQ

•

-RLQW7HQDQW:LWK5LJKWVRI6XUYLYRUVKLS(DFKMRLQWWHQDQWPXVWVLJQ

•

&RPPXQLW\3URSHUW\$OOSDUWLHVPXVWVLJQ

•

Ζ5$VDQG.(2*+V7KHRZQHUDQGRɝFHU RURWKHUDXWKRUL]HGVLJQHU RIWKHFXVWRGLDQ
RIWKHDFFRXQWPXVWVLJQ7KHDGGUHVVRIWKHFXVWRGLDQPXVWEHSURYLGHGWRUHFHLYH
FKHFNVDQGRWKHUSHUWLQHQWLQIRUPDWLRQUHJDUGLQJWKHLQYHVWPHQW

•

7HQDQWVLQ&RPPRQDQG7HQDQWVE\(QWLUHW\(DFKWHQDQWPXVWVLJQ

•

8QLIRUP*LIW7R0LQRUV$FW 8*0$ RU8QLIRUP7UDQVIHUV7R0LQRUV$FW 870$ 7KH
SHUVRQQDPHGDVWKHFXVWRGLDQRIWKHDFFRXQWPXVWVLJQ 7KLVPD\RUPD\QRWEHWKH
PLQRUȇVSDUHQW 2QO\RQHFKLOGLVSHUPLWWHGLQHDFKLQYHVWPHQWXQGHU8*0$RU870$
ΖQDGGLWLRQGHVLJQDWHWKHVWDWHXQGHUZKLFKWKH8*0$RU870$KDVEHHQIRUPHG
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4. Investor Registration Information

3OHDVHHQWHUWKHH[DFWQDPHLQZKLFKWKH6KDUHVDUHWREHKHOG)RUMRLQWWHQDQWVZLWKD
ULJKWRIVXUYLYRUVKLSWHQDQWVLQFRPPRQRUWHQDQWVE\HQWLUHW\LQFOXGHWKHQDPHVRIERWK
LQYHVWRUVΖQWKHFDVHRISDUWQHUVKLSVRUFRUSRUDWLRQVLQFOXGHWKHQDPHRIDQDXWKRUL]HG
RɝFHU7UXVWVVKRXOGLQFOXGHWKHQDPHRIHDFKWUXVWHH$OOLQYHVWRUVPXVWFRPSOHWHWKH
VSDFHSURYLGHGIRUWD[SD\HULGHQWLȴFDWLRQQXPEHURUVRFLDOVHFXULW\QXPEHU%\VLJQLQJLQ
6HFWLRQWKHLQYHVWRU V LVDUHFHUWLI\LQJWKDWWKHWD[SD\HURUVRFLDOVHFXULW\QXPEHU V 
LVDUHFRUUHFW(QWHUWKHUHVLGHQWLDODGGUHVVPDLOLQJDGGUHVVLIDSSOLFDEOHDQGWHOHSKRQH
QXPEHU V RIWKHUHJLVWHUHGRZQHU V RIWKLVLQYHVWPHQWΖQWKHFDVHRIDTXDOLȴHGSODQRU
WUXVWWKLVZLOOEHWKHDGGUHVVRIWKHWUXVWHH

5. Distribution Information

&RPSOHWHWKLVVHFWLRQWRHQUROOLQWKH'LVWULEXWLRQ5HLQYHVWPHQW3ODQ '53 WRHOHFWWRUHFHLYH
GLVWULEXWLRQVE\GLUHFWGHSRVLWDQGRUWRHOHFWWRUHFHLYHGLVWULEXWLRQVE\FKHFNΖI\RXHOHFW
GLUHFWGHSRVLW\RXPXVWDWWDFKDYRLGHGFKHFNZLWKWKLVFRPSOHWHG6XEVFULSWLRQ$JUHHPHQW
<RXFDQFKRRVHWRKDYHDOORUDSRUWLRQRI\RXUGLVWULEXWLRQVUHLQYHVWHGWKURXJKWKH'53<RX
PXVWLQGLFDWHWKHSHUFHQWDJHRIHDFKGLVWULEXWLRQWREHDSSOLHGWRHDFKRSWLRQVHOHFWHGDQG
WKHVXPRI'53DQGFDVKDOORFDWLRQVPXVWHTXDO ΖI\RXGRQRWFRPSOHWHWKLVVHFWLRQ
FDVKGLVWULEXWLRQVZLOOEHSDLGWRWKHFXVWRGLDQIRUFXVWRGLDODFFRXQWVRUWKHUHJLVWHUHGRZQHU
DWWKHDGGUHVVLQ6HFWLRQIRUQRQFXVWRGLDODFFRXQWV

6. Go Paperless

3OHDVHLQGLFDWHLI\RXDXWKRUL]HWKH&RPSDQ\WRSURYLGHLWVUHSRUWVDQGXSGDWHVWR\RX
E\PDNLQJVXFKLQIRUPDWLRQDYDLODEOHRQLWVZHEVLWHZZZ352&+RWHO5(Ζ7FRPDQG
QRWLI\LQJ\RXYLDWKHHPDLODGGUHVVOLVWHGKHUHRULQ6HFWLRQZKHQVXFKUHSRUWVDUH
DYDLODEOHΖXQGHUVWDQGWKDWΖPD\UHFHLYHSDSHUGRFXPHQWVDWDQ\WLPHE\YLVLWLQJ
ZZZ352&+RWHO5(Ζ7FRPDQGFOLFNLQJRQΖQYHVWRU/RJLQWRORJLQWRP\DFFRXQWWRFKDQJH
P\VHOHFWLRQV

7. Designation of Representative
(Texas Residents Only)

237Ζ21$/3OHDVHFRPSOHWHWKH'HVLJQDWLRQRI5HSUHVHQWDWLYHIRU1RWLFH5HTXHVWIRUP
DYDLODEOHRQZZZ352&+RWHO5(Ζ7FRPWRGHVLJQDWHDUHSUHVHQWDWLYHWRUHFHLYHQRWLFHVIRU
\RXUDFFRXQW V DQGDWWDFKWR\RXUFRPSOHWHGVXEVFULSWLRQDJUHHPHQW

8. Subscriber Signatures

3OHDVHVHSDUDWHO\LQLWLDOHDFKUHSUHVHQWDWLRQPDGHE\WKHLQYHVWRUZKHUHLQGLFDWHG([FHSW
LQWKHFDVHRIȴGXFLDU\DFFRXQWVWKHLQYHVWRUPD\QRWJUDQWDQ\SHUVRQDSRZHURIDWWRUQH\
32$ WRPDNHVXFKUHSUHVHQWDWLRQVRQVXFKLQYHVWRUȇVEHKDOI$Q$WWRUQH\LQ)DFWVLJQLQJ
RQEHKDOIRIWKHLQYHVWRUSXUVXDQWWRD32$UHSUHVHQWVE\WKHLUVLJQDWXUHWKDWWKH\DUH
DFWLQJDVDȴGXFLDU\IRUWKHLQYHVWRU3OHDVHFRPSOHWHWKLVVHFWLRQVRWKDWWKH&RPSDQ\DQG
\RXUEURNHUGHDOHUFDQDVVHVVZKHWKHU\RXUVXEVFULSWLRQLVVXLWDEOHJLYHQ\RXUȴQDQFLDO
FRQGLWLRQ(DFKLQYHVWRUDJUHHVWKDWLIKHRUVKHGRHVQRWPHHWWKHPLQLPXP
LQFRPHDQGQHWZRUWKVWDQGDUGVKHRUVKHZLOOQRWLI\LQZULWLQJWKH&RPSDQ\DQG
WKHEURNHUGHDOHUQDPHGLQWKH6XEVFULSWLRQ$JUHHPHQW

9. Broker-Dealer/Registered
Representative/Registered
Investment Advisor Information

7KLVVHFWLRQLVWREHFRPSOHWHGE\WKHUHJLVWHUHGUHSUHVHQWDWLYHRUUHJLVWHUHGLQYHVWPHQW
DGYLVRU$1'WKHEURNHUGHDOHU

10. Payment Instructions

3D\PHQWPD\EHPDGHE\FKHFNRUZLUHWUDQVIHU7KHVLJQHG6XEVFULSWLRQ$JUHHPHQWZKLFK
KDVEHHQGHOLYHUHGZLWKWKH3URVSHFWXVWRJHWKHUZLWKDFKHFNIRUWKHIXOOSXUFKDVHSULFH
VKRXOGEHGHOLYHUHGRUPDLOHGWR\RXUEURNHUGHDOHURUDXWKRUL]HGSULQFLSDOIRUWKHLUVLJQDWXUH
&RPSOHWHG6XEVFULSWLRQ$JUHHPHQWDQGSD\PHQWFDQWKHQEHGHOLYHUHGWRWKHDGGUHVVLQ
6HFWLRQ

1RWLFHWR6WRFNKROGHUV7KH6KDUHVRIFRPPRQVWRFNRIWKH&RPSDQ\DUHVXEMHFWWRUHVWULFWLRQVRQWUDQVIHUDQGRZQHUVKLSIRUWKHSXUSRVHDPRQJRWKHUVRI
WKH&RPSDQ\ȇVPDLQWHQDQFHRILWVVWDWXVDVDUHDOHVWDWHLQYHVWPHQWWUXVWXQGHUWKHΖQWHUQDO5HYHQXH&RGHRIDVDPHQGHGΖQDGGLWLRQWKH&RPSDQ\KDV
WKHDXWKRULW\WRLVVXH6KDUHVRIDGGLWLRQDOFODVVHVRIVWRFN8SRQWKHUHTXHVWRIDQ\VWRFNKROGHUDQGZLWKRXWFKDUJHWKH&RPSDQ\ZLOOIXUQLVKDIXOOVWDWHPHQWRI
WKHLQIRUPDWLRQUHTXLUHGE\6HFWLRQRIWKH0DU\ODQG*HQHUDO&RUSRUDWLRQ/DZZLWKUHVSHFWWR L FHUWDLQUHVWULFWLRQVRQRZQHUVKLSDQGWUDQVIHUDELOLW\DQG
LL WKHGHVLJQDWLRQVDQGDQ\SUHIHUHQFHVFRQYHUVLRQDQGRWKHUULJKWVYRWLQJSRZHUVUHVWULFWLRQVOLPLWDWLRQVDVWRGLYLGHQGVDQGRWKHUGLVWULEXWLRQVTXDOLȴFDWLRQV
DQGWHUPVDQGFRQGLWLRQVRIUHGHPSWLRQRIWKH6KDUHVRIHDFKFODVVRIVWRFNZKLFKWKH&RPSDQ\KDVDXWKRULW\WRLVVXHWKHGLHUHQFHVLQWKHUHODWLYHULJKWVDQG
SUHIHUHQFHVEHWZHHQWKH6KDUHVRIHDFKVHULHVWRWKHH[WHQWVHWDQGWKHDXWKRULW\RIWKH%RDUGRI'LUHFWRUVWRVHWVXFKULJKWVDQGSUHIHUHQFHVRIVXEVHTXHQW
VHULHV6XFKUHTXHVWVPXVWEHPDGHWRWKH6HFUHWDU\RIWKH&RPSDQ\DWLWVSULQFLSDORɝFH

352&Ζ167B
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877.227.4141

www.PROCHotelREIT.com

6XEVFULSWLRQ$JUHHPHQW
1. Investment 0DNHFKHFNVSD\DEOHWR3URFDFFLDQWL+RWHO5(Ζ7ΖQF


6WDWHRI6DOH

ΖQYHVWPHQW$PRXQW
$GGLWLRQDO3XUFKDVHBBBBBBBBBBBBBBBBBBBBBExisting Account Number

ΖQLWLDOΖQYHVWPHQW

(minimum is $4,000)

(minimum is $100)

2. Share Class Selection (required)
&ODVV.Ȃ76KDUH_)XQG1XPEHU8065

&ODVV.6KDUH_)XQG1XPEHU8061
Volume Discount Purchase (only applied to Class K purchases, minimum is $500,000).
Check this box if investor is purchasing through an RIA or participating in a wrap account or fee-only
DFFRXQWDSSURYHGE\WKHEURNHUGHDOHU5Ζ$RUEDQNDFWLQJDVDWUXVWHHȴGXFLDU\RUVLPLODUHQWLW\
or an employee of a broker-dealer (including spouse, parent or minor child of employee).

&ODVV.ȂΖ6KDUH_)XQG1XPEHU8066

3. Form of Ownership (select only one)
&RUSRUDWLRQ

3DUWQHUVKLS

(VWDWH3

Pension Plan

.

363

7UXVWdateBBBBBBBBBB

2WKHUplease specifyBBBBBBBBBBBBBBBBBBBBBBBBBB

.(2*+3ODQ

1DPHRI7UXVW&RUSRUDWLRQ3ODQ2WKHU661RU7Ζ1RI7UXVW&RUSRUDWLRQ3ODQ2WKHU
3URFDFFLDQWL+RWHO5(Ζ7ΖQF$ɝOLDWHSubject to review by Procaccianti Hotel REIT, Inc.
5HTXLUHGGRFXPHQWDWLRQ $UWLFOHVRILQFRUSRUDWLRQ 7LWOHDQGVLJQDWXUHSDJHVRIWKHSDUWQHUVKLSDJUHHPHQW /HWWHUVRIWHVWDPHQWDU\RUOHWWHUVRIDGPLQLVWUDWLRQRUDVPDOOHVWDWHDɝGDYLW
 7LWOHDQGVLJQDWXUHSDJHVRIWKHWUXVWRUDWUXVWFHUWLȴFDWLRQIRUP

ΖQGLYLGXDO

ΖQGLYLGXDO72'

7UDGLWLRQDOΖ5$

6(3Ζ5$

7HQDQWVLQ&RPPRQ

7HQDQWVE\(QWLUHW\

-RLQW7HQDQW72'

&RPPXQLW\3URSHUW\

6LPSOHΖ5$

%HQHȴFLDU\Ζ5$

5RWKΖ5$

8*0$state ofBBBBBBB

870$state ofBBBBBBB

-RLQW7HQDQW

(with rights of survivorship)

(with rights of survivorship)

 )LOORXW7UDQVIHURQ'HDWKIRUPWRHHFWGHVLJQDWLRQ7UDQVIHURQ'HDWKIRUPDYDLODEOHRQZZZ352&+RWHO5(Ζ7FRP
6) Please include deceased person’s name, SSN, date of birth and date of death in Section 4 under Co-Investor/Co-Trustee.

Custodian7RU7KLUG3DUW\$GPLQLVWUDWRUΖQIRUPDWLRQ8 LIDSSOLFDEOH

1DPHRI&XVWRGLDQ7KLUG3DUW\$GPLQLVWUDWRU

City

0DLOLQJ$GGUHVV

6WDWH=LS&RGH&XVWRGLDQ7KLUG3DUW\$GPLQLVWUDWRU7HOHSKRQH1XPEHU

&XVWRGLDQ7Ζ1&XVWRGLDQ$FFRXQW1XPEHU
7) The Custodian must sign and provide a Medallion Signature Guarantee in Section 8.
 7KH7KLUG3DUW\$GPLQLVWUDWRUZLOOEHVHWXSDVDQΖQWHUHVWHG3DUW\DQGZLOOUHFHLYHFRSLHVRI7UDGH&RQȴUPDWLRQVDQG6WDWHPHQWV
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4. Investor Registration Information
ΖQYHVWRU7UXVWHH$XWKRUL]HG6LJQHU

5HVLGHQWLDO$GGUHVV QR32%R[HV

6617Ζ1'2% (mm/dd/yy)

City

86&LWL]HQ5HVLGHQW$OLHQ1RQ5HVLGHQW$OLHQ

6WDWH=LS&RGH

&RXQWU\RI&LWL]HQVKLS

0DLOLQJ$GGUHVV LIGLHUHQWIURPDERYH

&RΖQYHVWRU&R7UXVWHH&R$XWKRUL]HG6LJQHU

City

6617Ζ1

6WDWH=LS&RGH

'2%(mm/dd/yy) '2' PPGG\\IRU%HQHȴFLDU\Ζ5$

'D\WLPH7HOHSKRQH(YHQLQJ7HOHSKRQH

86&LWL]HQ5HVLGHQW$OLHQ1RQ5HVLGHQW$OLHQ 

(PDLO

&RXQWU\RI&LWL]HQVKLS
ΖI1RQ5HVLGHQW$OLHQLQYHVWRU V PXVWVXEPLWWKHDSSURSULDWH:IRUP :%(1:(&Ζ:(;3RU:Ζ0< LQRUGHUWRPDNHDQLQYHVWPHQW

5. Distribution Information
'LVWULEXWLRQ5HLQYHVWPHQW3ODQ '53

)LOORXWLQIRUPDWLRQEHORZΖI\RXFKHFNHG&DVK6HQGFKHFNWRD
WKLUGSDUW\RU&DVK'LUHFW'HSRVLWYLD$&+



ΖQWKHHYHQWWKDWWKH'53LVQRWRHUHGIRUDGLVWULEXWLRQ\RXUdistribution
will be sent by check to the address in Section 4 or your Custodian for
deposit in your Custodial account cited in Section 3.

)LQDQFLDOΖQVWLWXWLRQ7KLUG3DUW\

Cash Distribution (Choose One Only)
&DVK6HQGFKHFNWRP\&XVWRGLDQLQ6HFWLRQ
(custodian accounts only)

$GGUHVV

City

&DVK6HQGFKHFNWRWKHDGGUHVVLQ6HFWLRQ
(non-custodian accounts only)


6WDWH=LS&RGH

&DVK6HQGFKHFNWRDWKLUGSDUW\
ȴOORXWLQIRUPDWLRQWRWKHULJKW.



&DVK'LUHFW'HSRVLWYLD$&+
ȴOORXWLQIRUPDWLRQWRWKHULJKW.



$%$5RXWLQJ1XPEHU 'LUHFW'HSRVLWYLD$&+RQO\ 

(non-custodian accounts only)

(non-custodian accounts only)

Total of DRP and Cash

6. Go Paperless

$FFRXQW1XPEHU
100%

Checking

6DYLQJV

(attach a voided, pre-printed check or deposit slip)

%URNHUDJH2WKHU

(send check to a third party only)

6LJQDWXUHRIΖQYHVWRU7UXVWHH$XWKRUL]HG6LJQHU'DWH(PDLO

ΖQOLHXRIUHFHLYLQJGRFXPHQWV ΖDXWKRUL]H3URFDFFLDQWL+RWHO5(Ζ7ΖQF 352& WRPDNHDYDLODEOHRQLWVZHEVLWHZZZ352&+RWHO5(Ζ7FRP
TXDUWHUO\LQYHVWRUVWDWHPHQWVDQQXDOUHSRUWVSUR[\VWDWHPHQWVRURWKHUGRFXPHQWVUHTXLUHGWREHGHOLYHUHGWRPHDVZHOODVDQ\
LQYHVWPHQWRUPDUNHWLQJXSGDWHVDQGWRQRWLI\PHYLDWKHHPDLODGGUHVVOLVWHGKHUHRULQ6HFWLRQZKHQVXFKUHSRUWVDUHDYDLODEOHΖ
XQGHUVWDQGWKDWΖPD\UHFHLYHSDSHUGRFXPHQWVE\YLVLWLQJZZZ352&+RWHO5(Ζ7FRPDQGFOLFNLQJRQΖQYHVWRU/RJLQWRORJLQWRP\DFFRXQWWR
FKDQJHP\VHOHFWLRQV
*E-delivery does not include New Account Statements or Trade Confirmations.
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7. Texas Residents Only - Designation of Representative for Notice Request (Form 98-1036) (Optional)

7H[DV3URSHUW\&RGH7LWOH6HFWLRQUHTXLUHVEXVLQHVVHVȴQDQFLDOLQVWLWXWLRQVDQGRWKHUKROGHUVRIXQFODLPHGSURSHUW\WRPDLODZULWWHQQRWLFH
WRWKHODVWNQRZQDGGUHVVRINQRZQRZQHUVRISURSHUW\WRLQIRUPWKHPWKDWGXHWRLQDFWLYLW\WKHLUDFFRXQWVPD\EHGHOLYHUHGWRWKH7H[DV&RPSWUROOHU
(HFWLYH6HSW7H[DV3URSHUW\&RGH7LWOHVHFWLRQVDQGDOORZWKHRZQHUVRIȴQDQFLDODFFRXQWVPXWXDOIXQGVRUFRQWHQWVRIDVDIH
GHSRVLWER[WRGHVLJQDWHUHSUHVHQWDWLYHVIRUWKHLUDFFRXQWVIRUWKHSXUSRVHRIUHFHLYLQJWKHQRWLFHUHTXLUHGLQ6HFWLRQ7KHRZQHURIWKHDFFRXQW V 
PD\EXWLVQRWUHTXLUHGWRGHVLJQDWHWKHQDPHDQGDPDLOLQJRUHPDLODGGUHVVRIDUHSUHVHQWDWLYHRIWKHRZQHURQO\IRUWKHSXUSRVHRIUHFHLYLQJWKHQRWLFH
UHTXLUHGLQ6HFWLRQ7RGHVLJQDWHDUHSUHVHQWDWLYHWRUHFHLYHQRWLFHVIRU\RXUDFFRXQW V SOHDVHFRPSOHWHWKH'HVLJQDWLRQRI5HSUHVHQWDWLYHIRU
1RWLFH5HTXHVWIRUP

8. Subscriber Signatures
3OHDVHLQLWLDOHDFKRIWKHUHSUHVHQWDWLRQVEHORZΖQWKHFDVHRIMRLQWLQYHVWRUVRUȴGXFLDULHVHDFKLQYHVWRUPXVWLQLWLDO([FHSWLQWKHFDVHRIȴGXFLDU\
DFFRXQWV \RX PD\ QRW JUDQW DQ\ SHUVRQ D SRZHU RI DWWRUQH\ 32$  WR PDNH VXFK UHSUHVHQWDWLRQV RQ \RXU EHKDOI $Q $WWRUQH\LQ)DFW VLJQLQJ
RQ EHKDOI RI WKH LQYHVWRU SXUVXDQW WR D 32$ UHSUHVHQWV E\ WKHLU VLJQDWXUH WKDW WKH\ DUH DFWLQJ DV D ȴGXFLDU\ IRU WKH LQYHVWRU ΖQ RUGHU WR LQGXFH
352&WRDFFHSWWKLVVXEVFULSWLRQΖKHUHE\ZDUUDQWWKDW
INVESTOR INITIALS

CO-INVESTOR INITIALS

ALL REPRESENTATIONS (A-E) MUST BE INITIALED

a.

a. ΖUHFHLYHGDȴQDOSURVSHFWXVRI352&ZKHUHLQWKHWHUPVDQGFRQGLWLRQVRIWKHRHULQJDUHGHVFULEHGEXVLQHVVGD\VLQDGYDQFHRIWKHGDWHKHUHRI

b.

b. I certify that , in addition to any applicable state suitability standard below, I have (i) a net worth (exclusive of home, home furnishings and automobiles) of
$250,000 or more; or (ii) a minimum net worth (as previously described) of at least $70,000 AND a minimum of $70,000 annual gross income.

c.

c. I am purchasing Shares for my own account and acknowledge that the investment is not liquid.

d.

d. ΖGHFODUHWKDWWKHLQIRUPDWLRQVXSSOLHGLVWUXHDQGFRUUHFWDQGPD\EHUHOLHGXSRQE\352&

e.

e. I acknowledge that I will not be admitted as a stockholder until my investment has been accepted. The acceptance process includes, but is not limited to,
reviewing the Subscription Agreement for completeness and signatures as well as payment of the full purchase price of the Shares.
INVESTOR INITIALS

CO-INVESTOR INITIALS

STATE WHERE YOU RESIDE REPRESENTATION MUST BE INITIALED

g.

f. If I am an Alabama resident, in addition to the general suitability standards above, Alabama investors may not invest more than 10% of their liquid net
ZRUWKLQXVRURXUDɝOLDWHV
g. If I am an Arkansas UHVLGHQWΖFRQȴUPWKDWWKHVHOHFWLRQPDGHLQ6HFWLRQFRQFHUQLQJ'LVWULEXWLRQΖQIRUPDWLRQKDVEHHQUHYLHZHGDQGDFNQRZOHGJHG

h.

h. If I am a California UHVLGHQWP\LQYHVWPHQWLQ352&PD\QRWH[FHHGRIP\QHWZRUWK

i.

i. If I am an Idaho resident, I have either (a) a liquid net worth of at least $85,000 and an annual gross income of not less than $85,000, or (b) a liquid net worth of at
OHDVWΖQDGGLWLRQP\DJJUHJDWHLQYHVWPHQWLQ352&LWVDɝOLDWHVDQGVLPLODUGLUHFWSDUWLFLSDWLRQSURJUDPVPD\QRWH[FHHGRIP\OLTXLGQHWZRUWK

j.

j. If I am a KansasUHVLGHQWΖXQGHUVWDQGWKDWLWLVUHFRPPHQGHGE\WKH2ɝFHRIWKH.DQVDV6HFXULWLHV&RPPLVVLRQHUWKDW.DQVDVLQYHVWRUVOLPLWWKHLUDJJUHJDWH
LQYHVWPHQWLQ352&DQGRWKHUQRQWUDGHGUHDOHVWDWHLQYHVWPHQWWUXVWVWRQRWPRUHWKDQRIVXFKLQYHVWRUȇVOLTXLGQHWZRUWK

f.

k. If I am a KentuckyUHVLGHQWP\LQYHVWPHQWLQ352&DQGLWVDɝOLDWHGQRQSXEOLFO\WUDGHGUHDOHVWDWHLQYHVWPHQWWUXVWVPD\QRWH[FHHGRIP\OLTXLGQHWZRUWK
l. If I am a MaineUHVLGHQWΖXQGHUVWDQGWKDWLWLVUHFRPPHQGHGE\WKH0DLQH2ɝFHRI6HFXULWLHVWKDWP\DJJUHJDWHLQYHVWPHQWLQWKLVRHULQJDQGRWKHUVLPLODU
direct participation investments not exceed 10% of my liquid net worth.

k.
l.
m.

m. If I am a MassachusettsUHVLGHQWP\LQYHVWPHQWLQ352&DQGLQRWKHULOOLTXLGGLUHFWSDUWLFLSDWLRQSURJUDPVPD\QRWH[FHHGRIP\OLTXLGQHWZRUWK

n.

n. If I am a MissouriUHVLGHQWP\LQYHVWPHQWLQ352&PD\QRWH[FHHGRIP\OLTXLGQHWZRUWK
o. If I am a Nebraska UHVLGHQWP\LQYHVWPHQWLQ352&DQGRWKHUQRQWUDGHGUHDOHVWDWHLQYHVWPHQWWUXVWVWRQRWPRUHWKDQRIP\QHWZRUWK+RZHYHU
1HEUDVNDUHVLGHQWVZKRDUHDFFUHGLWHGLQYHVWRUVDVGHȴQHGLQ5HJXODWLRQ'XQGHUWKH6HFXULWLHV$FWRIDVDPHQGHGDUHQRWVXEMHFWWRWKHIRUHJRLQJ
investment concentration limit.
p. If I am a New Jersey resident, I have either (a) a minimum liquid net worth of at least $100,000 and a minimum annual gross income of not less than $85,000,
RU E DPLQLPXPOLTXLGQHWZRUWKRIΖQDGGLWLRQP\LQYHVWPHQWLQ352&DQGLWVDɝOLDWHVDQGRWKHUQRQSXEOLFO\WUDGHGGLUHFWLQYHVWPHQWSURJUDPV
(including real estate investment trusts, business development companies, oil and gas programs, equipment leasing programs and commodity pools, but
H[FOXGLQJXQUHJLVWHUHGIHGHUDOO\DQGVWDWHH[HPSWSULYDWHRHULQJV PD\QRWH[FHHGWHQSHUFHQW  RIP\OLTXLGQHWZRUWK
q. If I am a New MexicoUHVLGHQWΖPXVWOLPLWP\DJJUHJDWHLQYHVWPHQWLQ352&LWVDɝOLDWHVDQGRWKHUQRQWUDGHGUHDOHVWDWHLQYHVWPHQWWUXVWVWRRIP\
liquid net worth.
r. If I am a North Dakota resident, in addition to the stated net income and net worth standards above, I have a net worth of at least ten times my
LQYHVWPHQWLQ352&

o.
p.
q.
r.
s.

s. If I am an OhioUHVLGHQWP\LQYHVWPHQWLQ352&LWVDɝOLDWHVDQGRWKHUQRQWUDGHGUHDOHVWDWHLQYHVWPHQWWUXVWVPD\QRWH[FHHGRIP\OLTXLGQHWZRUWK

t.

t. If I am an OregonUHVLGHQWP\LQYHVWPHQWLQ352&DQGLQRWKHULOOLTXLGGLUHFWSDUWLFLSDWLRQSURJUDPVPD\QRWH[FHHGRIP\OLTXLGQHWZRUWK

u.

u. If I am a PennsylvaniaUHVLGHQWP\LQYHVWPHQWLQ352&PD\QRWH[FHHGRIP\QHWZRUWK

v.

v. IIf I am a Puerto RicoUHVLGHQWP\LQYHVWPHQWLQ352&LWVDɝOLDWHVDQGRWKHUQRQWUDGHGUHDOHVWDWHLQYHVWPHQWWUXVWVPD\QRWH[FHHGRIP\OLTXLG
QHWZRUWK)RUWKHVHSXUSRVHVȊOLTXLGQHWZRUWKȋLVGHȴQHGDVWKDWSRUWLRQRIQHWZRUWK WRWDODVVHWVH[FOXVLYHRISULPDU\UHVLGHQFHKRPHIXUQLVKLQJVDQG
automobiles minus total liabilities) consisting of cash, cash equivalents, and readily marketable securities.

w.

w. If I am a TennesseeUHVLGHQWP\LQYHVWPHQWLQ352&PD\QRWH[FHHGRIP\QHWZRUWK

x. If I am a VermontUHVLGHQW D ΖDPDQDFFUHGLWHGLQYHVWRUDVGHȴQHGLQ&)5iRU E ΖDPDQRQDFFUHGLWHGLQYHVWRUDQGP\LQYHVWPHQWLQWKH
352&RHULQJGRHVQRWH[FHHGRIP\OLTXLGQHWZRUWK
1HWZRUWKVKRXOGEHFDOFXODWHGH[FOXVLYHRIKRPHVIXUQLVKLQJVDQGDXWRPRELOHV/LTXLGQHWZRUWKLVGHȴQHGDVWKDWSRUWLRQRIQHWZRUWK WRWDODVVHWVH[FOXVLYHRIKRPHVIXUQLVKLQJVDQG
automobiles minus total liabilities) which consists of cash, cash equivalents and readily marketable securities.
x.

7D[SD\HUΖGHQWLȴFDWLRQ1XPEHU&HUWLȴFDWLRQ (required)
(DFK LQYHVWRU VLJQLQJ EHORZ XQGHU SHQDOWLHV RI SHUMXU\ FHUWLȴHV WKDW   7KH QXPEHU VKRZQ LQ WKH ΖQYHVWRU 6RFLDO 6HFXULW\ 1XPEHU V 7D[SD\HU
ΖGHQWLȴFDWLRQ1XPEHUȴHOGLQ6HFWLRQRIWKLVIRUPLVP\FRUUHFWWD[SD\HULGHQWLȴFDWLRQQXPEHU RUΖDPZDLWLQJIRUDQXPEHUWREHLVVXHGWRPH DQG
 ΖDPQRWVXEMHFWWREDFNXSZLWKKROGLQJEHFDXVH D ΖDPH[HPSWIURPEDFNXSZLWKKROGLQJRU E ΖKDYHQRWEHHQQRWLȴHGE\WKHΖQWHUQDO5HYHQXH
6HUYLFH Ζ56 WKDWΖDPVXEMHFWWREDFNXSZLWKKROGLQJDVDUHVXOWRIDIDLOXUHWRUHSRUWDOOLQWHUHVWRUGLYLGHQGVRU F WKHΖ56KDVQRWLȴHGPHWKDWΖDPQR
ORQJHUVXEMHFWWREDFNXSZLWKKROGLQJ  ΖDPD86SHUVRQ LQFOXGLQJDUHVLGHQWDOLHQ DQG  ΖDPH[HPSWIURP)$7&$UHSRUWLQJ127(<RXPXVW
FURVVRXWLWHP  DERYHLI\RXKDYHEHHQQRWLȴHGE\WKHΖ56WKDW\RXDUHFXUUHQWO\VXEMHFWWREDFNXSZLWKKROGLQJEHFDXVH\RXKDYH
IDLOHGWRUHSRUWDOOLQWHUHVWDQGGLYLGHQGVRQ\RXUWD[UHWXUQ
7KHΖQWHUQDO5HYHQXH6HUYLFHGRHVQRWUHTXLUH\RXUFRQVHQWWRDQ\SURYLVLRQRIWKLVGRFXPHQWRWKHUWKDQWKHFHUWLȴFDWLRQVUHTXLUHGWRDYRLGEDFNXSZLWKKROGLQJ

6LJQDWXUHRIΖQYHVWRU7UXVWHH$XWKRUL]HG6LJQHU'DWH6LJQDWXUHRI&RΖQYHVWRU&R7UXVWHH'DWH
&R$XWKRUL]HG6LJQHU&XVWRGLDQ
When signing as a custodian, a Medallion Signature Guarantee is required.

0HGDOOLRQ6LJQDWXUH*XDUDQWHH
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9. Broker-Dealer/Registered Representative/Registered Investment Advisor Information

$OOILHOGVPXVWEHFRPSOHWH

7KH 5HJLVWHUHG 5HSUHVHQWDWLYH 55  RU 5HJLVWHUHG ΖQYHVWPHQW $GYLVRU 5Ζ$  PXVW VLJQ EHORZ WR FRPSOHWH WKH RUGHU $Q DXWKRUL]HG SULQFLSDO RI WKH
EURNHUGHDOHURU5Ζ$ȴUPPXVWVLJQEHORZLIUHTXLUHGE\VXFKEURNHUGHDOHURU5Ζ$ȴUP7KH55RU5Ζ$DQG%'KHUHE\ZDUUDQWVWKDWLWLVGXO\OLFHQVHGDQG
PD\ODZIXOO\VHOO6KDUHVLQWKHVWDWHGHVLJQDWHGDVWKHLQYHVWRUȇVOHJDOUHVLGHQFHRUWKHVWDWHLQZKLFKWKHVDOHZDVPDGHLIGLHUHQW

%URNHU'HDOHU5Ζ$)LUP

5HJLVWHUHG5HSUHVHQWDWLYH5Ζ$

5HJLVWHUHG5HSUHVHQWDWLYH%UDQFK

0DLOLQJ$GGUHVV

City

6WDWH

(PDLO

=LS&RGH

7HOHSKRQH

)DFVLPLOH

7KHXQGHUVLJQHGFRQȴUPWKDWWKH\ L KDYHUHDVRQDEOHJURXQGVWREHOLHYHWKDWWKHLQIRUPDWLRQDQGUHSUHVHQWDWLRQVFRQFHUQLQJWKHLQYHVWRUVLGHQWLȴHGKHUHLQDUHWUXHFRUUHFWDQGFRPSOHWHLQDOOUHVSHFWV
(ii) have discussed such investor’s prospective purchase of Shares with such investor; (iii) have advised such investor of all pertinent facts with regard to the lack of liquidity and marketability of the Shares;
(iv) have delivered a current Prospectus and related supplements, if any, to such investor; (v) have reasonable grounds to believe that the investor is purchasing these Shares for its own account; (vi) have
reasonable grounds to believe that the purchase of Shares is a suitable investment for such investor, that such investor meets the suitability standards applicable to such investor set forth in the Prospectus
DQGUHODWHGVXSSOHPHQWVLIDQ\DQGWKDWVXFKLQYHVWRULVLQDILQDQFLDOSRVLWLRQWRHQDEOHVXFKLQYHVWRUWRUHDOL]HWKHEHQHILWVRIVXFKDQLQYHVWPHQWDQGWRVXIIHUDQ\ORVVWKDWPD\RFFXUZLWKUHVSHFW
WKHUHWR YLL LVLQFRPSOLDQFHZLWKDQ\DSSOLFDEOHHQKDQFHGVWDQGDUGRIFRQGXFWLQFOXGLQJEXWQRWOLPLWHGWRWKHȊEHVWLQWHUHVWȋVWDQGDUGDSSOLFDEOHWREURNHUGHDOHUVXQGHU5XOHOXQGHUWKH6HFXULWLHV
([FKDQJH$FWRI7KHXQGHUVLJQHGDWWHVWWKDWWKH555Ζ$DQGWKH%URNHU'HDOHU5Ζ$)LUPDUHVXEMHFWWRWKH86$3$75Ζ27$FWΖQDFFRUGDQFHZLWK6HFWLRQRIWKH$FWWKH555Ζ$DQGWKH%URNHU
'HDOHU5Ζ$)LUPKDYHSHUIRUPHGD.QRZ<RXU&XVWRPHUUHYLHZRIHDFKLQYHVWRUZKRKDVVLJQHGWKLV6XEVFULSWLRQ$JUHHPHQWLQDFFRUGDQFHZLWKWKHUHTXLUHPHQWVRIWKH&XVWRPHUΖGHQWLILFDWLRQ3URJUDP
7KHXQGHUVLJQHGUHJLVWHUHGUHSUHVHQWDWLYHIXUWKHUUHSUHVHQWVDQGFHUWLILHVLQFRQQHFWLRQZLWKWKLVVXEVFULSWLRQIRUVKDUHVWKDWKHRUVKHKDVFRPSOLHGZLWKDQGKDVIROORZHGDOORIKLVRUKHUILUPȇVFXUUHQW
SROLFLHVDQGSURFHGXUHVIRUobtaining principal approval. I understand this subscription agreement is for Procaccianti Hotel REIT, Inc.

5Ζ$VPXVWFRPSOHWHWKHIROORZLQJ

5HJLVWHUHG5HSUHVHQWDWLYHVPXVWFRPSOHWHWKHIROORZLQJ

Check only if investment is made through the RIA in its capacity as an RIA and not in
its capacity as a Registered Representative, if applicable, whose agreement with the investor
LQFOXGHVDȴ[HGRUȊZUDSȋIHHIHDWXUHIRUDGYLVRU\DQGUHODWHGEURNHUDJHVHUYLFHVΖIDQRZQHU
RUDQ\PHPEHURIWKH5Ζ$ȴUPLVD)Ζ15$OLFHQVHG5HJLVWHUHG5HSUHVHQWDWLYHDɝOLDWHGZLWKD
broker-dealer, the transaction should be conducted through that broker-dealer, not through
the RIA.

I hereby certify that I hold a Series 7
or Series 62 FINRA license and I am
registered in the following state in which
this sale was completed.

6LJQDWXUHRI5HJLVWHUHG5HSUHVHQWDWLYH5Ζ$

6LJQDWXUHRI%URNHU'HDOHURU5Ζ$)LUP$XWKRUL]HG3ULQFLSDO

6WDWH

LIUHTXLUHGE\%URNHU'HDOHU

'DWH

'DWH

10. Payment Instructions
By mail &KHFNVVKRXOGEHPDGHSD\DEOHWR3URFDFFLDQWL+RWHO5(Ζ7ΖQF)RUZDUGWKH6XEVFULSWLRQ$JUHHPHQWDQGSD\PHQWWR
5HJXODUPDLO
3URFDFFLDQWL&RPSDQLHVΖQF
FR'676\VWHPVΖQF
32%R[
.DQVDV&LW\02

([SUHVV2YHUQLJKWGHOLYHU\
3URFDFFLDQWL&RPSDQLHVΖQF
FR'676\VWHPVΖQF
:HVWWK6WUHHW6XLWH
.DQVDV&LW\02

6XEVFULSWLRQ$JUHHPHQWVWKDWGRQRWUHTXLUHD
0HGDOOLRQ6LJQDWXUH*XDUDQWHH QRQFXVWRGLDO
DFFRXQWV PD\EHID[HGRUHPDLOHGGLUHFWO\WR

SKUSURFHVVLQJ#GVWV\VWHPVFRP

Wire transfers3OHDVHLQFOXGHLQYHVWRUȇVQDPHDQG3URFDFFLDQWL+RWHO5(Ζ7ΖQFLQWKHUHIHUHQFHȴHOG
80%%DQN1$
$%$5RXWLQJ1XPEHU
$FFRXQW1XPEHU
)$23URFDFFLDQWL&RPSDQLHVΖQF
352&68%'2&B
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PROCACCIANTI HOTEL REIT, INC.
Common Stock
$550,000,000 — Maximum Offering

PROSPECTUS

April 21, 2021

Please carefully read the information in this prospectus. No dealer, salesperson or other person is
authorized to make any representations other than those contained in the prospectus and supplemental
literature authorized by Procaccianti Hotel REIT, Inc. and referred to in this prospectus. We take no
responsibility for, and can provide no assurances as to the reliability of, any other information that others may
give you. This prospectus is not an offer to sell nor is it seeking an offer to buy these securities in any
jurisdiction where the offer or sale is not permitted. The information contained in this prospectus is accurate
only as of the date of this prospectus, regardless of the time of delivery of this prospectus or any sale of these
securities. You should not assume that the delivery of this prospectus or that any sale made pursuant to this
prospectus implies that the information contained in this prospectus will remain fully accurate and correct as of
any time subsequent to the date of this prospectus.

PROCACCIANTI HOTEL REIT, INC.
SUPPLEMENT NO. 1 DATED MAY 18, 2021
TO THE PROSPECTUS DATED APRIL 21, 2021
This Supplement No. 1 supplements, and should be read in conjunction with, our prospectus dated April 21, 2021. Terms used and not otherwise
defined in this Supplement No. 1 shall have the same meanings as set forth in our prospectus.
The purpose of this Supplement No. 1 is to describe the following:
·

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

·

updated information regarding share repurchases;

·

our Quarterly Report on Form 10-Q for the period ended March 31, 2021, as filed with the Securities and Exchange Commission (the “SEC”)
on May 14, 2021.

Status of this Offering
As of May 17, 2021, we had accepted investors’ subscriptions for and issued approximately 2,547,376 K Shares, 1,049,966 K-I Shares, and 50,471
K-T Shares in the primary portion of this Offering, resulting in receipt of gross proceeds of approximately $24,712,307, $9,194,027 and $500,500,
respectively, for total gross proceeds in the primary portion of this Offering of $34,406,834. As of May 17, 2021, we had issued approximately 15,237 K
Shares, 11,574 K-I Shares and 1,219 K-T Shares pursuant to our DRIP, resulting in gross proceeds pursuant to our DRIP of approximately $131,936,
$102,455 and $10,512, respectively.
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 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 $1,500,000 in A Shares on October 26, 2018, an additional $690,000 in A Shares on June 10, 2019 and an additional $440,000
in A Shares on January 19, 2021 pursuant to a private placement.
Therefore, as of May 17, 2021, we had received total gross proceeds of approximately $52,864,493 from the sale of K Shares, K-I Shares, K-T
Shares and A Shares in all offerings.
In addition, on February 27, 2020, as partial consideration for our acquisition of the Hilton Garden Inn Property (as defined herein), our operating
partnership issued 128,124 Class K units of limited partnership interests in our operating partnership, or Class K OP Units, valued at $10.00 per Class K OP
Unit. Such issuance represents a total investment of $1,281,240 in Class K OP Units of our operating partnership. Individuals with direct or indirect interests
in the sellers of the Hilton Garden Inn Property who are direct or indirect owners of our sponsor and our advisor received only Class K OP Units and no cash
as consideration.
On April 7, 2020, in response to the global pandemic of the novel coronavirus (COVID-19), our board of directors approved the temporary
suspension of the sale of shares in our offering, effective April 7, 2020, and of our DRIP, effective April 17, 2020. On June 10, 2020, our board of directors
unanimously approved the resumption of the acceptance of subscriptions and the resumption of the operation of the DRIP, which will be effective with the
next authorized payment of distributions.

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 184 of the prospectus:
From January 1, 2021 through March 31, 2021 we fulfilled repurchase requests and repurchased shares pursuant to our share repurchase program as
follows:
Total
Approximate
Numbers
Dollar Value
of Shares
of Shares
Purchased as
Available
Part of
that may
Total Number
Publicly
yet be
of Shares
Announced
Repurchased
Requested to be
Average Price
Plans and
under the
Period
Repurchased(1)
Paid per Share
Programs
Program
January 1, 2021– January 31, 2021
— $
—
—
(2)
February 1, 2021 – February 28, 2021
— $
—
—
(2)
March 1, 2021– March 31, 2021
34,700 $
7.92
1,000
(2)
34,700 $
1,000
7.92
(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).
Our board of directors approved outstanding repurchase requests received during the three months ended December 31, 2020, and, on February 8,
2021, we repurchased 1,000 K Shares for $7,920, or $7.92 per K Share. Our board of directors approved two outstanding repurchase requests that were
received during the three months ended March 31, 2021, and, on May 7, 2021, we repurchased 34,700 K Shares for $289,421, or $8.34 per K Share.
We generally repurchase shares approximately 30 days following the end of the applicable quarter in which requests were received.
Quarterly Report for the Quarter Ended March 31, 2021
On May 14, 2021, we filed with the SEC our Quarterly Report on Form 10-Q for the quarter ended March 31, 2021, a copy of which is attached to
this Supplement No. 1 as Exhibit A (without exhibits).

EXHIBIT A
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q

(Mark One)
⌧ QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the quarter ended March 31, 2021
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 000-56272

PROCACCIANTI HOTEL REIT, INC.
(Exact name of registrant as specified in its charter)
Maryland
(State or Other jurisdiction of
incorporation or organization)

81-3661609
(I.R.S Employer
Identification Number)

1140 Reservoir Avenue, Cranston, RI
(Address of Principal Executive Offices)

02920-6320
(Zip Code)

(401) 946-4600
(Registrant’s telephone number, including area code)
Securities registered pursuant to Section 12(b) of the Act:
Title of each class:
NA

Trading Symbol(s)
NA

Name of each exchange on which registered:
NA

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
Non-accelerated filer
Emerging growth company

◻
⌧
⌧

Accelerated filer
Smaller reporting 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 May 13, 2021, there were 3,730,752 shares of the Registrant’s Class K common stock issued and outstanding, 1,052,693 shares of the Registrant’s
Class K-I common stock issued and outstanding, 50,690 shares of the Registrant’s Class K-T common stock issued and outstanding, 581,410 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.
CONSOLIDATED BALANCE SHEETS
(unaudited)
March 31, 2021

ASSETS
Property and equipment, net
$

88,955,958

December 31, 2020

$

89,588,704

Cash
9,888,023

7,404,266

3,140,443

2,865,681

231,031

124,902

90,085

68,050

659,750

902,543

$ 102,965,290

$ 100,954,146

$

$

Restricted cash
Accounts receivable, net
Due from related parties
Prepaid expenses and other assets, net
Total Assets

LIABILITIES AND EQUITY
Liabilities
Mortgage notes payable, net
56,643,989

56,747,853

Other debt
1,908,589

1,018,917

2,982,627

2,705,897

2,775,868

2,648,575

64,311,073

63,121,242

1,144,695

1,172,329

36,872

36,081

8,236

6,668

478

478

5,814

5,374

1,250

1,250

42,347,679

40,343,076

(7,203,094)

(6,092,421)

(3,528,321)

(3,528,321)

Accounts payable, accrued expenses and other, net
Due to related parties
Total Liabilities

Commitments and Contingencies
Noncontrolling interest of the Operating Partnership
Stockholders’ Equity
Class K common stock, $0.01 par value per share; 55,500,000 shares authorized,
3,687,243 and 3,608,062 shares issued and outstanding, respectively
Class K-I common stock, $0.01 par value per share; 55,500,000 shares authorized,
823,558 and 666,728 shares issued and outstanding, respectively
Class K-T common stock, $0.01 par value per share; 116,000,000 shares authorized,
47,769 and 47,769 shares issued and outstanding, respectively
Class A common stock, $0.01 par value per share; 21,000,000 shares authorized,
581,410 and 537,410 shares issued and outstanding, respectively
Class B common stock, $0.01 par value per share; 125,000 shares authorized, issued
and outstanding
Additional paid-in capital
Cumulative loss
Cumulative distributions

Total Stockholders’ Equity
31,668,914

30,772,185

5,840,608

5,888,390

37,509,522

36,660,575

$ 102,965,290

$ 100,954,146

Noncontrolling interest
Total Equity

Total Liabilities and Stockholders’ Equity

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

Revenues
Rooms
Food and beverage

Three Months Ended March 31,
2021
2020
$

Other operating
Total revenues
Expenses
Rooms
Food and beverage
Other property expenses
Property management fees to affiliates
Corporate general and administrative
Other fees to affiliates
Acquisition costs
Depreciation and amortization
Total expenses
Loss on acquisition
Operating loss
Interest expense, net
Unrealized gain (loss) on interest rate swap
Net loss before income taxes
Income tax expense
Net loss
Net loss attributable to noncontrolling interest
Net loss attributable to common stockholders

2,663,075

$

2,616,236

147,203

282,552

101,831

102,099

2,912,109

3,000,887

615,112

692,655

126,574

262,810

1,497,805

1,396,545

87,425

90,224

320,238

570,909

143,614

549,756

—

72,149

776,396

662,512

3,567,164

4,297,560

—

(133,521)

(655,055)

(1,430,194)

(631,487)

(553,010)

100,453

(224,609)

(1,186,089)

(2,207,813)

—

(7,029)

(1,186,089)

(2,214,842)

(75,416)

(125,259)

$

(1,110,673)

$

(2,089,583)

$

(769,962)

$

(1,461,066)

$

(0.21)

$

(0.48)

Net loss attributable to Class K common stockholders – basic and diluted
Net loss per Class K common share – basic and diluted
Weighted average number of Class K common shares outstanding – basic and diluted
3,640,406

3,042,789

Net loss attributable to Class K-I common stockholders – basic and diluted
$

(161,674)

$

(269,176)

$

(0.21)

$

(0.48)

Net loss per Class K-I common share – basic and diluted
Weighted average number of Class K-I common shares outstanding – basic and diluted
764,401

560,588

Net loss attributable to Class K-T common stockholders – basic and diluted
$

(10,103)

$

(22,625)

$

(0.21)

$

(0.48)

Net loss per Class K-T common share – basic and diluted
Weighted average number of Class K-T common shares outstanding – basic and diluted
47,769

47,119

Net loss attributable to Class A common stockholders – basic and diluted
$

(120,921)

$

(258,047)

$

(0.21)

$

(0.48)

Net loss per Class A common share – basic and diluted
Weighted average number of Class A common shares outstanding – basic and diluted
572,121

537,410

Net loss attributable to Class B common stockholders – basic and diluted
$

(48,013)

$

(78,669)

$

(0.38)

$

(0.63)

Net loss per Class B common share – basic and diluted
Weighted average number of Class B common shares outstanding – basic and diluted
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.
CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY AND NONCONTROLLING INTEREST
(unaudited)
Common Stock
Additional
Class K
Class K-I
Class K-T
Class A
Class B
Paid-in
Shares Amount Shares Amount Shares Amount Shares Amount Shares Amount
Capital

Total Procaccianti
Cumulative Cumulative
Hotel REIT, Inc.
Noncontrolling
Loss
Distributions Stockholders' Equity
Interest

Total
Equity

BALANCE,
December 31, 2020
3,608,062 $36,081 666,728 $ 6,668 47,769 $

478 537,410 $ 5,374 125,000 $ 1,250 $40,343,076 $ (6,092,421) $ (3,528,321) $

30,772,185

$

5,888,390

$36,660,575

—

2,370,967

Issuance of
common stock
80,181
Commissions on
sales of common
stock and related
dealer manager fees
and stockholder
servicing fees
Repurchase of
common stock

—

801 156,830

1,568

—

—

44,000

440

—

—

2,368,158

—

—

2,370,967

—

—

—

—

—

—

—

—

—

(104,773)

—

—

(104,773)

—

(104,773)

(10)

—

—

—

—

—

—

—

—

(7,910)

—

—

(7,920)

—

(7,920)

—

—

—

—

—

—

—

—

—

—

(250,872)

—

—

(250,872)

—

(250,872)

—

—

—

—

—

—

—

—

—

—

—

(1,110,673)

(1,000)
Other offering costs
to affiliates
Net Loss

—

(1,110,673)

(47,782)

(1,158,455)

BALANCE,
March 31, 2021
3,687,243 $36,872 823,558 $ 8,236 47,769 $

478 581,410 $ 5,814 125,000 $ 1,250 $42,347,679 $ (7,203,094) $ (3,528,321) $

Common Stock
Additional
Class K
Class K-I
Class K-T
Class A
Class B
Paid-in
Shares Amount Shares Amount Shares Amount Shares Amount Shares Amount
Capital

31,668,914

$

5,840,608

Total Procaccianti
Cumulative Cumulative
Hotel REIT, Inc. Noncontrolling
Loss
Distributions Stockholders' Equity
Interest

$37,509,522

Total
Equity

BALANCE,
December 31, 2019
2,680,845 $26,808 491,718 $ 4,917 45,616 $

456 537,410 $ 5,374 125,000 $ 1,250 $31,607,360 $ (2,265,816) $ (1,631,573) $

27,748,776 $

6,564,956 $34,313,732

Issuance of
common stock
617,967
Issuance of
common stock
pursuant to
distribution
reinvestment plan
Commissions on
sales of common
stock and related
dealer manager fees
and stockholder
servicing fees
Other offering costs
to affiliates

6,180 137,312

1,373

2,000

20

—

—

—

—

7,436,225

—

—

7,443,798

7,443,798

56,696

56,696

2,926

29

2,669

27

373

4

—

—

—

—

56,636

—

—

—

—

—

—

—

—

—

—

(622,973)

—

—

(622,973)

—

(622,973)

—

—

—

—

—

—

—

—

—

—

(502,102)

—

—

(502,102)

—

(502,102)

—

—

—

—

—

—

—

—

—

—

—

—

(2,089,583)

(63,183)

(2,152,766)

—

—

—

—

—

—

—

—

—

—

—

—

(450,397)

(98,000)

(548,397)

—

—

—

—

—

—

—

—

—

—

—

—

120,050

120,050

Net Loss
(2,089,583)

Distributions paid
(450,397)

Contributions
—

—

BALANCE
March 31, 2020
3,301,738 $33,017 631,699 $ 6,317 47,989 $

480 537,410 $ 5,374 125,000 $ 1,250 $37,975,146 $ (4,355,399) $ (2,081,970) $

31,584,215 $

6,523,823 $38,108,038

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

Cash Flows from Operating Activities:
Net loss

Three Months Ended March 31,
2021
2020

$ (1,186,089) $

(2,214,842)

Adjustments to reconcile net loss to cash provided by operating activities:
Depreciation and amortization
776,396

662,512

Amortization of deferred financing costs and debt discount as interest
(2,472)

16,422

(16,653)

(13,373)

Amortization of key money loans
Loss on acquisition
—

133,521

Unrealized (gain) loss on interest rate swap
(100,453)

224,609

(106,129)

91,323

(22,035)

(165,462)

238,925

172,850

393,836

352,038

158,208

778,671

133,534

38,269

Changes in operating assets and liabilities:
Accounts receivable
Due from related parties
Prepaid expenses and other assets
Accounts payable, accrued expenses and other
Due to related parties
Net cash provided by operating activities

Cash Flows from Investing Activities:
Acquisition of hotel property, net
—

(12,240,256)

Capital improvements
(139,782)

(49,685)

(139,782)

(12,289,941)

Net cash used in investing activities

Cash Flows from Financing Activities:
Proceeds from issuance of common stock
2,370,967

7,443,798

Payment of commissions and dealer manager fees and stockholder servicing fees
(104,773)

(622,973)

Payment of other offering costs to affiliate
(281,787)

—

Proceeds from mortgage note
—

2,000,000

Proceeds from other debt
—
889,672
Payments of mortgage notes principal
(101,392)

—

Payment of deferred financing costs
—

(94,770)

—

(393,701)

—

(98,000)

—

120,050

Distributions to stockholders
Distributions to noncontrolling interest
Contributions from noncontrolling interests
Repurchase of common stock
(7,920)

—

Net cash provided by financing activities
2,764,767

8,354,404

2,758,519

(3,897,268)

10,269,947

13,001,797

Increase (decrease) in cash and cash equivalents and restricted cash
Cash and cash equivalents and restricted cash, beginning of period
Cash and cash equivalents and restricted cash, end of period
$ 13,028,466

$

The accompanying notes are an integral part of these condensed consolidated financial statements
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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:
Three Months Ended March 31,
2021
2020

Cash and cash equivalents
$

9,888,023

$

6,433,610

Restricted cash
3,140,443

2,670,919

Total cash and cash equivalents and restricted cash shown on the consolidated
statements of cash flows
$ 13,028,466

$

9,104,529

The Company paid the following amounts for interest and income taxes:
Three Months Ended March 31,
2021
2020

Cash paid for interest
$

468,372

$

624,940

$

400

$

—

Cash paid for income taxes
Supplemental Disclosure of Noncash Transactions
Three Months Ended March 31,
2021
2020

Common stock issued pursuant to distribution reinvestment plan
$

—

$

56,696

$

—

$

(274,877)

$

—

$

274,877

$

—

$ 15,598,479

Other offering costs paid to affiliates
Decrease in due from related parties
Assumption of mortgage note payable

The accompanying notes are an integral part of these condensed consolidated financial statements
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Procaccianti Hotel REIT, Inc.
Notes to Condensed Consolidated Financial Statements
(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 used the proceeds from its Private Offering (defined below) and used and expects to continue to use the
proceeds from
its 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, (the “Operating Partnership”). The Company is the sole general partner of the Operating
Partnership.
As of March 31, 2021, the Company owned interests in four select-service hotels located in four states with a total
of 483 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 (“A Shares”), 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 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 for the duration of 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 April 7, 2020, in response to the global pandemic of the novel coronavirus ("COVID-19"), the Company's board
of directors unanimously approved the temporary suspension of (i) the sale of K Shares, K-I Shares and K-T Shares in the
Public Offering, effective as of April 7, 2020 and (ii) the operation of the DRIP, effective as of April 17, 2020. On June 10,
2020, the Company's board of directors determined an estimated net asset value (“NAV”) per share of all classes of the
Company's capital stock, each calculated as of March 31, 2020, as follows: (i) $8.56 per K-Share; (ii) $8.55 per K-I Share;
(iii) $8.56 per K-T Share; (iv) $0.00 per A Share; and (v) $0.00 per B Share (as defined below) and unanimously approved
the resumption of the acceptance of subscriptions and the resumption of the operation of the DRIP, which became effective
with the next authorized payment of distributions.
The offering and total dollar amount available for purchase per class in the primary portion of the Public Offering
are as follows: $7.95 per K-I Share (up to $125,000,000 in shares), $8.56 per K Share (up to $125,000,000 in shares) and
$8.56 per K-T Share (up to $250,000,000 in shares). The DRIP offering prices and total dollar amount
8
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Procaccianti Hotel REIT, Inc.
Notes to Condensed Consolidated Financial Statements
(Unaudited)
available for purchase in the Company's DRIP are as follows: $8.13 per K-I Share (up to $12,500,000 in shares), $8.13 per
K Share (up to $12,500,000 in shares), and $8.13 per K-T Share (up to $25,000,000 in shares).
Since the commencement of the Public Offering and through March 31, 2021, the Company received
approximately $32,120,726 in gross proceeds from the sale of K Shares, K-I Shares and K-T Shares in the Public Offering,
including $131,936, $102,455 and $10,512 of gross proceeds from K Shares, K-I Shares and K-T Shares issued pursuant to
the DRIP, respectively. Additionally, the Company received $2,630,000 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 difference between the applicable estimated NAV per K Share and the applicable
offering price of K-I Shares sold in the primary offering and any amount equal to any discount to the applicable offering
price of K Shares, K-I Shares and K-T Shares (excluding volume discounts).
On June 10, 2020, the board of directors authorized the extension of the term of the Company's Public Offering
until August 14, 2021, unless further extended by the board of directors as permitted under applicable law or earlier
terminated by the board of directors. 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.
On February 27, 2020, as partial consideration for the Company's acquisition of the Hilton Garden Inn hotel
property located in Providence, Rhode Island (“Hilton Garden Inn Providence”), the Operating Partnership issued 128,124
Class K units of limited partnership interests in the Operating Partnership ("Class K OP Units") valued at $10.00 per Class K
OP Unit. Such issuance represents a total investment of $1,281,244 in Class K OP Units. Individuals with direct or indirect
interests in the sellers of the Hilton Garden Inn Providence who are direct or indirect owners of the Procaccianti Companies,
Inc. (the “Sponsor”) and Procaccianti Hotel Advisors, LLC (“PHA”) received only Class K OP Units and no cash as
consideration.
The Company is externally managed by PHA pursuant to the Advisory Agreement (as defined below). PHA is an
affiliate of the Company’s Sponsor.
Novel Coronavirus (COVID-19)
In December 2019, COVID-19 was identified in Wuhan, China, subsequently spread to other regions of the world,
and has resulted in significant travel restrictions and extended shutdown of numerous businesses in every state in the United
States. In March 2020, the World Health Organization declared COVID-19 to be a global pandemic. Since late February
2020, COVID-19 has had and continues to have a significant effect on the hospitality industry. Thus far, responses to the
COVID-19 outbreak have included mandates from federal, state and/or local authorities that have restricted travel and the
conduct of business, such as stay-at-home orders, quarantines, travel bans, border closings, business closures and other
similar measures, which have significantly reduced overall lodging demand. In response to government mandates and health
official orders, the Springhill Suites Wilmington (as defined below) was instructed to close effective March 30, 2020 and
remained closed until May 1, 2020, and other of the Company’s hotel properties were required to close food and beverage
outlets.
Since the beginning of March 2020, the Company has experienced significant declines in occupancy and revenue
per available room (“RevPAR”) associated with COVID-19 throughout its hotel portfolio, which has had a negative impact
on the Company’s operations and financial results. The full financial impact of the reduction in hotel demand caused by the
pandemic cannot be reasonably estimated at this time due to uncertainty as to its severity and duration. Given the current
availability and effectiveness of the COVID-19 vaccines, in addition to a decrease in government related mandates, the
Company hopes to see an improvement in traveler sentiment. However, the Company
9
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Procaccianti Hotel REIT, Inc.
Notes to Condensed Consolidated Financial Statements
(Unaudited)
expects that COVID-19 will continue to negatively affect the Company’s operating results and cash flow for at least the
first-half of 2021.
The Company implemented cost elimination and efficiency initiatives at each of the hotels by reducing labor costs
and tempering certain services and amenities. The COVID-19 outbreak and associated responses could continue to
negatively impact future hotel revenues and operations at the Company’s properties, which could result in a material impact
to the Company’s future results of operations, cash flows and financial condition. The Company believes cash and restricted
cash on hand, cash generated from operations, proceeds from the Company’s Public Offering and borrowings from other
sources, including advances from the Company’s Sponsor, if necessary, will be sufficient to meet the Company’s anticipated
cash needs for at least the next 12 months.
Note 2 - Summary of Significant Accounting Policies
Basis of Presentation
The condensed consolidated financial statements include the accounts of the Company and its subsidiaries. All
significant intercompany balances and transactions are eliminated in consolidation. 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, 2020. 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
interim period are not necessarily indicative of the results that may be expected for the full year.
The Company consolidates variable interest entities (“VIEs”) as defined under the Consolidation Topic (“Topic
810”) of the Financial Accounting Standards Board (“FASB”) Accounting Standards Codification (“ASC”) when it has the
power to direct the activities that most significantly impact the VIE’s performance and the obligation to absorb losses or the
right to receive benefits from the VIE that could be significant. At March 31, 2021, the assets of our VIEs were $67,355,956,
and consist primarily of land, building, furniture, fixtures, and equipment and are available to satisfy our VIEs’ obligations.
The liabilities of our VIEs were $45,099,724 at March 31, 2021 and consist primarily of long-term debt. The Company has
guaranteed certain obligations of its VIEs.
The Company has no foreign operations or assets, and its operating structure includes only one segment.
Use of Estimates
The preparation of condensed consolidated 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 condensed consolidated financial statements and the reported amounts of
revenues and expenses during the reporting period. Actual results could differ from those estimates.
Fair Value of Financial Instruments
Under GAAP, the Company is required to disclose the fair value of certain financial instruments on a recurring
basis. The accompanying condensed consolidated balance sheets include the following financial instruments: cash, restricted
cash, accounts receivable, accounts payable, mortgage notes payable and other debt.
10
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Procaccianti Hotel REIT, Inc.
Notes to Condensed Consolidated Financial Statements
(Unaudited)
The Company considers the carrying value of cash, restricted cash, accounts receivable, accounts payable and other
debt 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 March 31, 2021, the estimated fair value of the mortgage notes payable was $55,148,862 compared to the
carrying value of $56,743,061. These financial instruments are valued using Level 3 inputs through a discounted cash flow
analysis of the contractual cash flows of the notes payable discounted at a market rate.
Revenue Recognition
Revenue is generally recognized as services are performed. Revenue represents primarily room rentals, food and
beverage sales, 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 expenses.
Cash and Cash Equivalents
Cash and cash equivalents represent cash on hand or held in banks and highly liquid investments with original
maturities of three months or less.
Restricted Cash
The Company maintains reserves for property taxes and capital improvements as required by the debt agreements.
At March 31, 2021 and 2020, reserves for property taxes were $674,480 and $566,511, respectively, and reserves for capital
improvements were $1,683,344 and $2,039,476, respectively. The Company also included $36,140 and $64,932 of guest
advance deposits as restricted cash at March 31, 2021 and 2020, respectively.
Organization and Offering Costs
Organization and offering costs (“O&O 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 O&O Costs against additional paid in capital on the condensed consolidated balance sheet
as it raises proceeds in its Public Offering.
11
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(Unaudited)
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.
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 March 31, 2021, 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 2017 through 2020 remaining
subject to examination by federal and various state tax jurisdictions.
Noncontrolling Interest
Noncontrolling interest represents the portion of equity of Procaccianti Convertible Fund, LLC ("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 statement of operations.
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Notes to Condensed Consolidated Financial Statements
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Noncontrolling Interest of the Operating Partnership
Noncontrolling interest of the Operating Partnership represents the value of the 128,124 Class K OP Units that were
issued to affiliate sellers in connection with the acquisition of the Hilton Garden Inn Providence. Noncontrolling interest of
the Operating Partnership is reported in the mezzanine section of the condensed consolidated balance sheet, as the units are
redeemable at the request of the holder for cash equal to the fair market value of a K Share as defined in the Amended and
Restated Agreement of Limited Partnership of Procaccianti Hotel REIT, L.P. (the “Amended and Restated Operating
Partnership Agreement”). The Company may elect to acquire any such unit presented for redemption for one K Share or
cash. Revenue, expenses, and net income attributable to both the Company and the noncontrolling interest of the Operating
Partnership are reported in the condensed consolidated statement 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. 3,000 non-vested restricted K Shares held by the Company's
independent directors as of March 31, 2021 are included in the calculation of basic EPS because such shares have been
issued and participate in distributions.
13
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The Company’s calculated earnings per share for the three months ended March 31, 2021 and 2020, were as
follows:
Three Months Ended March 31,
2021

2020

Net loss
$

Less: Class K Common Stock dividends declared and accumulated
Less: Class K-I Common Stock dividends declared and accumulated
Less: Class K-T Common Stock dividends declared and accumulated
Less: Class A Common Stock dividends declared and accumulated
Undistributed net loss

(1,110,673)

$

(2,089,583)

628,344

453,908

131,938

83,629

8,245

7,029

98,834

80,171

$

(1,978,034)

$

(2,714,320)

$

(1,398,306)

$

(1,914,974)

Class K Common Stock:
Undistributed net loss
Class K Common Stock dividends declared and accumulated

628,344

Net loss

453,908

$

(769,962)

$

(1,461,066)

$

(0.21)

$

(0.48)

Net loss per common share, basic and diluted
Weighted average number of common shares outstanding, basic and diluted
3,640,406

3,042,789

Class K-I Common Stock:
Undistributed net loss

$

Class K-I Common Stock dividends declared and accumulated

(293,612)

$

131,938

Net loss

(352,805)
83,629

$

(161,674)

$

(269,176)

$

(0.21)

$

(0.48)

Net loss per common share, basic and diluted
Weighted average number of common shares outstanding, basic and diluted
764,401

560,588

Class K-T Common Stock:
Undistributed net loss
Class K-T Common Stock dividends declared and accumulated

$

(18,348)

$

(29,654)

$

(10,103)

$

(22,625)

$

(0.21)

$

(0.48)

8,245

Net loss

7,029

Net loss per common share, basic and diluted
Weighted average number of common shares outstanding, basic and diluted
47,769

47,119

Class A Common Stock:
Undistributed net loss
Class A Common Stock dividends declared and accumulated

$

(219,755)

$

(338,218)

$

(120,921)

$

(258,047)

$

(0.21)

$

(0.48)

98,834

Net loss

80,171

Net loss per common share, basic and diluted
Weighted average number of common shares outstanding, basic and diluted
572,121

537,410

Class B Common Stock:
Undistributed net loss

$

(48,013)

$

(78,669)

$

(0.38)

$

(0.63)

Net loss per common share, basic and diluted
Weighted average number of common shares outstanding, basic and diluted
125,000
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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
March 31, 2021:

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

$ 11,122,539

Staybridge Suites St. Petersburg

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

51 % $ 20,500,000

119

$ 13,166,603

Hotel Indigo Traverse City

08/15/2018

Traverse City,MI

100 % $ 26,050,000

107

$ 15,092,000

Hilton Garden Inn Providence

02/27/2020

Providence, RI

100 % $ 28,500,000

137

$ 16,936,901

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.
Investments in hotel properties consisted of the following as of March 31, 2021 and December 31, 2020:

Land
Building and improvements
Furniture, fixtures, and equipment

Total cost
Accumulated depreciation

Property and equipment, net

March 31,
2021

December 31,
2020

$ 11,588,686

$ 11,588,686

77,371,126

77,286,159

7,299,647

7,244,831

96,259,459

96,119,676

(7,303,501)

(6,530,972)

$ 88,955,958

$ 89,588,704

Depreciation expense for the three months ended March 31, 2021 and 2020 was $772,529 and $659,477,
respectively.
Note 4 – Mortgage Notes Payable
Included in mortgage notes payable at March 31, 2021, is a $13,166,603 mortgage payable secured by the
Staybridge Suites St. Petersburg (the “St. Petersburg Note”), a $11,122,539 mortgage payable secured by the Springhill
Suites Wilmington (the “Wilmington Note”), a $15,092,000 mortgage payable secured by the Hotel Indigo Traverse City
(the “TCI Note”) and a $16,936,901 mortgage payable secured by the Hilton Garden Inn Providence (the “HGI Note”). The
mortgage notes payable each contain customary affirmative covenants, negative covenants and events of default.
The St. Petersburg Note required 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. All required payments have been made as of March 31, 2021.
As a result of the negative impact of the COVID-19 pandemic, the Staybridge Suites St. Petersburg failed to
maintain the required debt service coverage ratio as defined in the St. Petersburg Note loan documents for the period ended
June 30, 2020. In August 2020, the Company received a written waiver of all debt service coverage testing for the
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test due for the periods ended June 30, 2020 and September 30, 2020, from its lender. The lender approved an additional
modification of the debt service coverage test for the period ending December 31, 2020 and March 31, 2021. Therefore, as
of March 31, 2021, the Staybridge Suites St. Petersburg was in compliance with its applicable covenants and all required
payments have been made as agreed.
The Wilmington Note required 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. All required payments have been made as of March 31, 2021.
As a result of the negative impact of the COVID-19 pandemic, the Springhill Suites Wilmington failed to maintain
the required debt service coverage ratio as defined in the Wilmington Note loan documents for the period ended December
31, 2020. In March 2021, the Company received a written waiver of all debt service coverage testing for the test due for the
periods ended December 31, 2020 through June 30, 2021, from its lender. Therefore, as of March 31, 2021, the Springhill
Suites Wilmington was in compliance with its applicable covenants and all required payments have been made as agreed.
The TCI Note bears interest at LIBOR plus a LIBOR rate margin of 2.50% at March 31, 2021. 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.
On April 21, 2020, a subsidiary of the Operating Partnership, entered into a First Amendment to Loan Agreement
and Other Loan Documents (the "Hotel Indigo Loan Modification Documents") with its existing lender, Citizens Bank, N.A.
("Citizens Bank"), to amend the terms of the TCI Note.
The Hotel Indigo Loan Modification Documents waived the Operating Partnership’s requirement to achieve the
stated debt service coverage ratio for the period from January 1, 2020 through June 30, 2021 and provides that all net worth,
liquidity and financial covenant testing and any requirements of the guarantor, TH Investment Holdings II, LLC, an affiliate
of the Sponsor, to comply with such covenants are waived from January 1, 2020 through June 30, 2021. As of March 31,
2021, the Operating Partnership and its subsidiary were compliant with their loan obligations, including applicable
covenants, and all required payments have been made as agreed.
The HGI Note requires monthly interest payments at a fixed rate of 4.25% through February 15, 2023 and monthly
principal and interest payments based on a 30-year amortization schedule thereafter to maturity on May 15, 2025. The HGI
Note is collateralized by the Hilton Garden Inn Providence, including equipment, and has been guaranteed by the Company.
On April 23, 2020, the Operating Partnership, through its subsidiary, and the Company entered into an Omnibus
Amendment and Reaffirmation Agreement (the "Hilton Garden Inn Loan Modification Agreement") with the lender, to
amend the terms of the mortgage loan and loan documents on the HGI Note. Pursuant to the Hilton Garden Inn Loan
Modification Agreement, interest only payments that were due on the six consecutive payment dates starting with the
payment scheduled for April 2020 are deferred until the date that is twelve months after the date each payment was
originally due. The HGI Note resumed interest payments in October 2020 and began repaying previously deferred amounts
in April 2021.
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In addition, the Hilton Garden Inn Loan Modification Agreement provides that all financial covenant testing and
any other requirements of the Operating Partnership to comply with such covenants are waived until the year ending
December 31, 2021, and that all net worth, liquidity and financial covenant testing and any requirements of the Company as
guarantor to comply with such covenants are waived until the year ending December 31, 2021. As of March 31, 2021, the
HGI Note was compliant with the above referenced loan arrangements.
Although the Company has taken steps to enhance its ability to maintain sufficient liquidity, as noted here and
elsewhere in this Quarterly Report on Form 10-Q, a protracted negative economic impact resulting from the COVID-19
pandemic may cause increased pressure on the Company's ability to satisfy its mortgage loan covenants.
Interest expense on mortgage notes payable for the three months ended March 31, 2021 and 2020 was $622,025
and $541,129, respectively.
Also included in mortgage notes payable as of March 31, 2021, is $162,921 of net deferred financing costs and debt
discounts and premiums. For the three months ended March 31, 2021 and 2020, the Company amortized $2,472 and
$16,422, respectively, of net deferred financing costs and debt discounts and premiums as interest expense.
Note 5 – Interest Rate Swap
The Company is exposed to certain risks relating to its ongoing business operations, including the effect of changes
in interest rates. The Company has an interest rate swap agreement to manage interest rate risk exposure on $15,092,000 of
the TCI Note due in 2021.
The value of interest rate swaps is primarily impacted by interest rates, market expectations about interest rates, and
the remaining life of the instrument. In general, increases in interest rates, or anticipated increases in interest rates, will
increase the value of the fixed rate payer position and decrease the value of the variable rate payer position. As the
remaining life of the interest rate swap decreases, the value of both positions will generally move towards zero.
The following table summarizes the terms of the Company's outstanding interest rate swap agreement:

Interest rate swap

Balance Sheet Location

Notional
Amount as of
March 31,
2021

Interest
Rate(1)

Effective
Date

Maturity
Date

Fair Value of
Liability as of
March 31,
2021 (2)

8/15/2021

$ (188,959)

Accounts payable, accrued
expenses and other, net
$ 15,092,000

5.30 % 8/15/2018

1) The interest rate consists of the underlying index swapped to a fixed rate rather than floating rate LIBOR, plus a
premium. The Company notes that the maturity date of the interest rate swap is prior to the LIBOR phase-out
deadline and therefore does not expect any impact to the terms or value of the swap.
2) Changes in fair value are recorded as unrealized gain (loss) in the condensed consolidated statements of operations
as the Company did not designate this interest rate swap as a hedge. The Company valued the interest rate swap
using Level 2 inputs.
Concurrent with the Hotel Indigo Loan Modification Documents, the Operating Partnership, through its subsidiary,
entered into a Swap Modification Agreement with Citizens Bank (the “Swap Modification Agreement”) to modify the swap
derivative contract with Citizens Bank that fixes the interest rate on the outstanding balance of the mortgage loan. The Swap
Modification Agreement modified the requirements to make payments under the swap derivative contract and provided for a
deferral of any payments during the period beginning on April 21, 2020 and
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ending on July 1, 2020. The Hotel Indigo Traverse City repaid the deferred swap interest and all required payments have
been made as agreed.
Note 6 – Other Debt
On March 27, 2020, the Coronavirus Aid, Relief, and Economic Security Act (the "CARES Act") was adopted by
the Federal Government, which, among other things, provided emergency assistance to qualifying businesses and
individuals as a result of the COVID-19 pandemic. The CARES Act also included the establishment of the Paycheck
Protection Program ("PPP"), a U.S. Small Business Administration (the “SBA”) loan to businesses with fewer than 500
employees that may be partially forgivable. In 2020, the Company received $1,018,917 in PPP loans relating to the four
hotel properties (the "PPP Loans"). On January 11, 2021, the PPP opened an additional round of funding, which allowed
eligible borrowers that had previously received a PPP loan to apply for a second draw PPP loan with the same general terms
as the first. Second draw PPP loans can be used to help fund payroll costs, including benefits. Funds can also be used to pay
mortgage interest, rent, utilities, worker protection costs related to COVID-19, uninsured property damage costs caused by
looting or vandalism, and certain supplier costs and expenses for operations. The Company applied for the second round of
funding and received $889,672 of the approximately $1,426,712 applied for as of March 31, 2021. The remaining $537,040
of second round of funding was received in April 2021. These loans are presented as other debt on the condensed
consolidated balance sheets under ASC 470, Debt.
Pursuant to the CARES Act, the Company can apply for, and be granted, forgiveness for all or a portion of the PPP
Loans. The loans’ principal and accrued interest are forgivable to the extent that the proceeds are used for eligible purposes,
subject to limitations and ongoing rulemaking by the SBA, and that the Company maintains its payroll levels over a twentyfour week period following the loan date. The loan forgiveness amount may be reduced if the Company terminates
employees or reduces salaries during the twenty-four week period. The Company used the proceeds from the PPP Loans to
retain employees and maintain payroll and make mortgage and utility payments to support business continuity throughout
the COVID-19 pandemic, which amounts are intended to be eligible for forgiveness, subject to the provisions of the CARES
Act. The Company has applied for full forgiveness of all the first round of PPP loans and such applications are currently in
review with the SBA. Upon formal written approval of the forgiveness application from the SBA, the Company intends to
recognize a gain on loan extinguishment in the consolidated statement of operations equal to the amount forgiven.
Note 7 – 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 November 22, 2019, the Company, the Operating Partnership and PHA entered into the
Second Amendment to the Advisory Agreement (the “Advisory Agreement Amendment”) in order to revise certain terms
regarding the accrual of interest on deferred acquisition, disposition and asset management fees, as well as the deferral of
asset management fees paid to PHA. On July 28, 2020, 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 3, 2020.
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 estimated NAV, and assists the Company in overseeing the preparation and
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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 these 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. Through December 31, 2020, PHA had forfeited its right to
collect reimbursement
for providing these administrative services provided through such date. In the three months ended March 31, 2021, the
Company’s
Sponsor requested reimbursement for $42,004 of such administrative service expenses. This amount is included in due to
related parties
on the condensed consolidated balance sheet as of March 31, 2021.
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 preceding clauses (ii) and (iii) are defined as an “Other Liquidity Event”. Under the Advisory Agreement
Amendment, deferred acquisition fees will accrue interest at a cumulative, non-compounded rate of 6.0% per annum until
the day immediately following the Fifth Anniversary (as defined herein), at which time such interest will cease to further
accrue.
There were no acquisition fees for the three months ended March 31, 2021. For the three months ended March 31,
2020, the Company incurred $441,370 in acquisition fees related to the Hilton Garden Inn Providence, which are included in
other fees to affiliates on the condensed consolidated statement of operations. As of March 31, 2021 and 2020, there were
$979,350 and $979,350, respectively, of deferred acquisition fees included in due to related parties on the condensed
consolidated balance sheets. Interest expense on outstanding acquisition fees was $14,449 and $10,413, respectively, for the
three months ended March 31, 2021 and 2020, 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.
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 Advisory Agreement Amendment clarified the duration of the asset management
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fee and accrual of interest on deferred asset management fees. The asset management fee will be payable to PHA quarterly
in arrears, based on the 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 6% distributions have not been paid in full to the holders of the K Shares, K-I Shares, K-T Shares and
any parity security. Any such deferred asset management fees will accrue interest at a cumulative, non-compounded rate of
6.0% per annum. If the Company has not completed a liquidation event by the fifth anniversary of the date the Company
terminates the Public Offering (including any follow-on offering) (the “Fifth Anniversary”), on the day immediately
following the Fifth Anniversary, (i) the asset management fees payable pursuant to the Advisory Agreement cease to accrue
and (ii) interest that accrued at a non-compounded rate of 6.0% per annum on the deferred asset management fees will cease
to accrue. For the avoidance of doubt, all accrued and unpaid principal and interest amounts in connection with the asset
management fee at the Fifth Anniversary will remain outstanding.
For the three months ended March 31, 2021 and 2020, the Company incurred $143,614 and $108,386, respectively,
in asset management fees. 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. As of March 31, 2021
and 2020, there were $1,220,945 and $647,627, respectively, of deferred asset management fees included in due to related
parties on the condensed consolidated balance sheets. Interest expense on the outstanding asset management fees was
$18,014 and $9,474 for the three months ended March 31, 2021 and 2020, 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. Under the Advisory Agreement
Amendment, deferred disposition fees will accrue interest at a cumulative, non-compounded rate of 6.0% per annum until
the day immediately following the Fifth Anniversary, at which time such interest will cease to further accrue.
There were no disposition fees incurred for the three months ended March 31, 2021 and 2020.
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 March 31, 2021 and
2020 were paid directly by the Company and there have been no reimbursements to PHA.
Organization and Offering Costs
O&O 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
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meals. For more information regarding selling commissions, dealer manager fees, stockholder servicing fees and any other
elements of underwriting compensation, see Note 8 – “Stockholders’ Equity”.
Certain O&O Costs have been incurred by PHA on behalf of the Company. As of March 31, 2021, the total amount
of O&O 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 $8,482,919, of which $1,026,564 has been
reimbursed through the issuance of A Shares to an affiliate of PHA and through cash payments to PHA of $2,585,532. The
Company may reimburse PHA and its affiliates for O&O 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 O&O
Costs 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 March 31, 2021, $3,523,171 is reimbursable to PHA and its affiliates by the Company in the future, subject
to the 15% cap.
The Company records O&O Costs as charges against additional paid in capital on the condensed consolidated
balance sheets as the Company raises proceeds in its continuous Public Offering. These amounts represent 15% of the gross
offering proceeds of the Private Offering and the Public Offering as of March 31, 2021, the maximum amount allowed to be
recognized by the Company in its financial statements in accordance with the rules established by the Financial Industry
Regulatory Authority, Inc. (“FINRA”). The Company recognized O&O Costs of $355,645 and $1,125,074 for the three
months ended March 31, 2021 and 2020, respectively. As of March 31, 2021, the Company had a balance due to PHA for
reimbursement of O&O Costs within the 15% cap of $90,872, which is included in due to related parties in the condensed
consolidated balance sheet as of March 31, 2021. As of the date of this filing, the Company has reimbursed PHA for this
amount.
Property Management Fee and Reimbursement
Wholly owned subsidiaries of PCF and the Operating Partnership entered into hotel management agreements with
affiliates of the Company for the management of each of the Company's hotels. Under the terms of the management
agreements, the manager operates and manages each hotel, including making all human resource decisions. The employees
of the hotels are employed by the managers, however, pursuant to the management agreements, all compensation of hotel
personnel is recorded as a direct operating expense of the hotel. The manager of each hotel is paid a base management fee
equal to 3% of the respective hotel’s gross revenues and is also reimbursed for certain expenses and centralized service
costs.
The terms of the in-place management agreements expire June 28, 2021, May 23, 2021, August 14, 2023 and
February 26, 2025 for the Staybridge Suites St. Petersburg, the Springhill Suites Wilmington, the Hotel Indigo Traverse City,
and the Hilton Garden Inn Providence, respectively.
Aggregate property management fees incurred were $87,425 and $90,224 for the three months ended March 31,
2021 and 2020, respectively, and are included in property management fees to affiliates on the condensed consolidated
statements of operations. As of March 31, 2021, $38,305 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 months ended March 31, 2021 and 2020 were $61,488 and $19,968, respectively. As of March 31, 2021, $12,648
of expense reimbursements were included in due to related parties on the condensed consolidated balance sheet. During the
three months ended March 31, 2021 and 2020, the Company paid $90,335 and $548, respectively, to TPG Risk Services,
LLC, an affiliate of the Sponsor, for the reimbursement of prepaid insurance at the hotel properties. As of March 31, 2021,
the Company had a balance of $11,424 due from TPG Risk Services, LLC, which is included in the due from related parties
on the condensed consolidated balance sheet.
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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. The Company reimbursed TPG Construction, LLC, an affiliate of the
Sponsor, $12,685 and $25,776 during the three months ended March 31, 2021 and 2020, respectively, for capital expenditure
costs incurred at the hotel properties. As of March 31, 2021 and 2020, $28,512 and $0, respectively, of construction
reimbursements were included in the due to related parties balance. Included in the due from related parties balance as of
March 31, 2021, was a $45,085 receivable from TPG Construction, LLC relating to working capital requests to provide
funding for vendors and contractor deposits at the Hotel Indigo Traverse City and the Hilton Garden Inn Providence.
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 months
ended March 31, 2021 and 2020.
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.
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
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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 shares of Class B
common stock, with a par value of $0.01 per share (“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 S2K
Financial LLC (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 noncompounded annual rate of 6.0%. Such deferred fees and interest thereon would be payable upon a liquidation event.
Amended and Restated Operating Partnership Agreement
In connection with the Hilton Garden Inn Providence acquisition, effective February 27, 2020, the Company, as
general partner of the Operating Partnership, Procaccianti Hotel REIT, LP, LLC and certain principals and affiliates of the
Sponsor that were issued Class K OP Units entered into an Amended and Restated Operating Partnership Agreement.
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 1.660% and 1.745% for the three
months ended March 31, 2021 and 2020, 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 sheets at March 31, 2021 and December 31, 2020. Interest expense was $386 and $410 for
the three months ended March 31, 2021 and 2020, 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.
Note 8 - 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 will be entitled to receive cumulative cash distributions on each share at the
rate of 7.0% per annum of each share's distribution base. Prior to March 31, 2020, distributions accrued
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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 7.0% 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 will 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 will have no voting rights, other than the right to vote on and approve any further issuances of or an
increase in 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.
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 March 31, 2021, under the
Public Offering, the Company had issued 2,469,167 K Shares, 818,306 K-I Shares, and 47,540 K-T Shares to unaffiliated
investors, resulting in receipt of gross proceeds of $24,048,117 from K Share issuances, $7,352,306 from K-I Share
issuances, and $475,400 from K-T Share issuances. As of March 31, 2021, the Company had issued 15,237 K Shares,
11,574 K-I Shares and 1,219 K-T Shares pursuant to the DRIP, resulting in gross proceeds pursuant to the DRIP of
$131,936, $102,455 and $10,512, respectively. As of March 31, 2021, the Company had issued 1,000 restricted K Shares to
each of the Company’s three independent directors for a total of 3,000 restricted K Shares in connection with the Company’s
long-term incentive plan, as described below.
As of March 31, 2021, the Company had issued 428,410 A Shares to THR, an affiliate of PHA, for aggregate
proceeds of $4,284,095, 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, with no remaining balance
as of March 31, 2021. As of March 31, 2021, 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.
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During the three months ended March 31, 2021, pursuant to the primary portion of the Public Offering, the
Company sold 80,181 K Shares for aggregate gross proceeds of $684,167, or $8.53 per K Share, and 156,830 K-I Shares for
aggregate gross proceeds of $1,246,800, or $7.95 per K-I Share. During the same period, the Company sold 44,000 A Shares
to THR for aggregate gross proceeds of $440,000, or $10.00 per A Share.
Subsequent to March 31, 2021 and through May 13, 2021, pursuant to the primary portion of the Public Offering,
the Company sold approximately 78,209 K Shares to investors at a weighted average price of $8.49 per K Share for gross
proceeds of $664,191. The Company sold approximately 229,135 K-I Shares to investors at a weighted average price of
$7.95 per K-I Share for gross proceeds of $1,821,621. The Company sold approximately 2,921 K-T Shares to investors at a
weighted average price of $8.56 per K-T Share for gross proceeds of $25,000.
On February 27, 2020, as partial consideration for the Company’s acquisition of the Hilton Garden Inn Providence,
the Operating Partnership issued 128,124 Class K OP Units valued at $10.00 per Class K OP Unit. Such issuance represents
a total investment of $1,281,244 in Class K OP Units of the Operating Partnership. Individuals with direct or indirect
interests in the sellers of the Hilton Garden Inn Providence who are direct or indirect owners of the Company’s Sponsor and
PHA received only Class K OP Units and no cash as consideration.
In response to adverse effects of the COVID-19 pandemic, the Company’s board of directors unanimously
approved the temporary suspension of (i) the sale of K Shares, K-I Shares and K-T Shares in the Public Offering, effective
as of April 7, 2020 and (ii) the operation of the DRIP, effective as of April 17, 2020. On June 10, 2020, the Company’s board
of directors unanimously approved the resumption of the acceptance of subscriptions and the resumption of the operation of
the DRIP.
PHA was obligated to purchase sufficient A Shares to fund payment of O&O Costs associated with the Private
Offering and is obligated to purchase sufficient A Shares to fund payment of O&O Costs 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 applicable 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 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 their affiliates. As of March 31, 2021,
the Company recognized $1,058,501 of selling commissions and dealer manager fees in connection with the Private
Offering.
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 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 commission and dealer manager fees are generally 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, 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
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connection with certain categories of sales. As of March 31, 2021, the Company recognized $2,586,805 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 KT Share for each K-T Share purchased in the primary portion of the Public Offering, for providing services to a holder of KT Shares. The stockholder servicing fee accrues daily and is payable monthly in arrears. The Dealer Manager will 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 portion of the Public Offering in
accordance with the terms set forth in the prospectus portion of the Registration Statement. As of March 31, 2021, the
Company recognized $6,749 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.
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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 and 2020
annual meetings of stockholders on July 11, 2019 and November 17, 2020, 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.
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.
27

Table of Contents

Procaccianti Hotel REIT, Inc.
Notes to Condensed Consolidated Financial Statements
(Unaudited)
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
1 year
2 years
3 years
4 years
In the event of a stockholder's death or disability

No Repurchase Allowed
92.5% of most recent estimated per share NAV
95.0% of most recent estimated per share NAV
97.5% of most recent estimated per share NAV
100.0% of most recent estimated per share NAV
100.0% of most recent estimated 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.
On March 20, 2020, the Company’s board of directors decided to temporarily suspend repurchases under the A&R
SRP due to the negative impact of the COVID-19 pandemic on the Company’s portfolio at the time, effective with
repurchase requests that would have been processed in April 2020; provided, however, the Company continued to process
repurchases due to death in accordance with the terms of the A&R SRP. On June 10, 2020, the Company’s board of directors
determined to fully reopen the share repurchase program to all repurchase requests commencing with the next quarter
Repurchase Date, beginning in July 2020. Shares will be repurchased subject to and upon the terms and conditions of the
A&R SRP.
The Company generally repurchases shares approximately 30 days following the end of the applicable quarter in
which requests were received.
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The Company's board of directors approved outstanding repurchase requests received during the three months
ended December 31, 2020, and, on February 8, 2021, the Company repurchased 1,000 K Shares for $7,920, or $7.92 per K
Share. The Company's board of directors approved two outstanding repurchase requests that were received during the three
months ended March 31, 2021, and, on May 7, 2021, the Company repurchased 34,700 K Shares for $289,421, or $8.34 per
K Share.
The Company's board of directors approved two outstanding repurchase requests due to death that were received
during the three months ended March 31, 2020, and, on May 1, 2020, the Company repurchased 23,500 K Shares for
$235,000, or $10.00 per K Share.
Distributions
On January 23, 2020, 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, 2019, to the holders of record of K Shares, K-I
Shares and K-T Shares as of the close of business on January 28, 2020. With respect to the K Shares, K-I Shares and K-T
Shares outstanding as of December 31, 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 since September 30, 2019, was $378,942, or $0.0016438356 per K Share
per day, $65,432, or $0.0016438356 per K-I Share per day, and $6,023, or $0.0016438356 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,
2020.
On April 29, 2020, 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, 2020, to the holders of record of K Shares, K-I Shares and
K-T Shares as of the close of business on April 30, 2020. With respect to the K Shares, K-I Shares and K-T Shares
outstanding as of March 31, 2020, 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 since December 31, 2019, was $453,908, or $0.0016393443 per K Share per day,
$83,629, or $0.0016393443 per K-I Share per day, and $7,029, or $0.0016393443 per K-T Share per day, respectively. Such
distributions were paid to stockholders in cash on May 1, 2020.
On March 3, 2020, the Company's stockholders approved to amend the Company's charter (1) to increase the rate at
which cash distributions on K Shares, K-I Shares and K-T Shares automatically accrue under the Company's charter from
6% to 7% per annum of the K Share Distribution Base of such K Share, K-I Share Distribution Base of such K-I Share and
K-T Share Distribution Base of such K-T Share, respectively, and (2) to increase the maximum rate at which distributions on
A Shares may be authorized by the Company's board of directors and declared by the Company from 6% to 7% of the stated
value of an A Share ($10.00) from income and cash flow from ordinary operations on a cumulative basis. The changes
pursuant to the Articles of Amendment to the Company's charter became effective beginning with distributions that accrued
on March 31, 2020.
On October 27, 2020, 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, 2020, to the holders of record of K Shares, K-I Shares
and K-T Shares as of the close of business on October 30, 2020. With respect to the K Shares, K-I Shares and K-T Shares
outstanding as of June 30, 2020, 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 since March 31, 2020, was $571,905, or $0.0019125683 per K Share per day,
$109,943, or $0.0019125683 per K-I Share per day, and $8,352, or $0.0019125683 per K-T Share per day, respectively.
Such distributions were paid to stockholders in cash or in additional shares pursuant to the DRIP on November 12, 2020.
With respect to the K Shares, K-I Shares and K-T Shares outstanding as of September 30, 2020, the cumulative
amount of distributions that had accumulated on a daily basis with respect to each K Share, K-I Share and K-T Share since
June 30, 2020 was $584,848, or $0.0019125683 per K Share per day, $111,990, or $0.0019125683 per K-I Share
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per day, and $8,444, or $0.0019125683 per K-T Share per day, respectively. On October 27, 2020, the Company's board of
directors deemed it to be in the best interests of the Company for the Company to authorize, declare, and pay distributions in
an aggregate amount representing approximately 30% of the accumulated distribution with respect to each K Share, K-I
Share and K-T Share outstanding as of September 30, 2020, to the holders of record of K Shares, K-I Shares and K-T Shares
as of the close of business on October 30, 2020. The Company paid $175,453, or $0.0005737705 per K Share per day,
$33,597, or $0.0005737705 per K-I Share per day, and $2,533, or $0.0005737705 per K-T Share per day, respectively, in
cash or in additional shares pursuant to the DRIP to stockholders on November 16, 2020.
The Company paid quarterly distributions with respect to the quarter ended March 31, 2020, the quarter ended June
30, 2020, and the partial distribution for the quarter ended September 30, 2020, with operating cash flow from its hotel
properties, consistent with prior distributions. The Company's board of directors will make determinations as to the payment
of future distributions on a quarter-by-quarter basis; however, distributions will continue to accumulate pursuant to the
Company's charter.
With respect to the K Shares, K-I Shares and K-T Shares outstanding as of December 31, 2020, the cumulative
amount of distributions that had accumulated on a daily basis with respect to each K Share, K-I Share and K-T Share since
September 30, 2020, was $610,742, or $0.0019125683 per K Share per day, $116,199, or $0.0019125683 per K-I Share per
day, and $8,422, or $0.0019125683 per K-T Share per day, respectively.
With respect to the K Shares, K-I Shares and K-T Shares outstanding as of March 31, 2021, the cumulative amount
of distributions that had accumulated on a daily basis with respect to each K Share, K-I Share and K-T Share since
December 31, 2020, was $628,344, or $0.0019178082 per K Share per day, $131,938, or $0.0019178082 per K-I Share per
day, and $8,245, or $0.0019178082 per K-T Share per day, respectively.
Note 9 - Income Taxes
The Company recognized consolidated income tax expense of $0 and $7,029 for the three months ended March 31,
2021 and 2020, 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 (“MD&A”) 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 financial statements from period to period. The MD&A also provides the reader with our
perspective on our 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, which we refer to as our “Operating
Partnership,” and to their respective subsidiaries.
The following discussions 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, the notes thereto, and the MD&A included in our Annual Report on Form 10-K for the year ended December 31,
2020, as filed with the U.S. Securities and Exchange Commission (“SEC”) on March 26, 2021 (“Annual Report”).
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 of 1933, as amended (“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. One of the
most significant factors that could have a material adverse effect on our operations and future prospectus is the adverse
effect of the novel strain of coronavirus (“COVID-19”) on the financial condition, results of operations, cash flows and
performance of the Company and our hotel operators, the hospitality market, the real estate market and the global economy
and financial markets. COVID-19 has significantly affected our business, and the extent to which COVID-19 continues to
affect us, our hotel managers and guests at our hotels will depend on future developments, which are highly uncertain and
cannot be predicted with confidence, including the scope, severity and duration of the pandemic, the actions taken to contain
the pandemic or mitigate its effect, the efficacy, availability and deployment of vaccinations and other treatments to combat
COVID-19, additional closures that may be mandated or advisable even after the reopening of certain of our hotels on a
limited basis, whether due to an increased number of COVID-19 cases or otherwise, and the direct and indirect economic
effects of the pandemic and containment measures, among others. Moreover, you should interpret many of the risks
identified in this report, as well as the risks set forth above, as being heightened as a result of the ongoing and numerous
adverse impacts of the COVID-19 pandemic.
Additional factors that could have a material adverse effect on our operations and future prospectus include, but are
not limited to:
●

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

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;

●

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’slength 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").

Other risks include those described under the section entitled Item 1A. “Risk Factors” of Part I our Annual Report
and subsequent quarterly reports. 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 forwardlooking 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
Procaccianti Hotel REIT, Inc. was 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 March 31, 2021, we owned an interest in four 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.
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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, 2020 (as amended, the
“Advisory Agreement”). PHA is an affiliate of our sponsor, Procaccianti Companies, Inc. (“Sponsor”).
Subscription proceeds from Class K common stock (“K Shares”), Class K-I common stock (“K-I Shares”) and
Class K-T common stock (“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. 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 and our ability to leverage such properties, as applicable.
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 K Shares, $0.01 par value per
share, and units, which are comprised of four K Shares and one share of Class A common stock (“A Shares”), 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. PHA and its affiliates agreed to purchase
A Shares (separate from the purchase of Units) at $10.00 per share. 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.
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, at an initial offering price of $9.50 per K-I Share, and 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 March 22, 2018, our board of directors determined an estimated net asset value (“NAV”) per share of all classes
of 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 share of Class B common stock (“B Shares”). 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 April 7, 2020, in response to the global COVID-19 pandemic, our board of directors
unanimously approved the temporary suspension of (i) the sale of K Shares, K-I Shares and K-T Shares in the Public
Offering, effective as of April 7, 2020 and (ii) the operation of the DRIP, effective as of April 17, 2020. On June 10, 2020,
our board of directors determined an estimated NAV per share of all classes of our capital stock, each calculated as of March
31, 2020, as follows: (i) $8.56 per K-Share; (ii) $8.55 per K-I Share; (iii) $8.56 per K-T Share; (iv) $0.00 per A Share; and
(v) $0.00 per B Share, and unanimously approved the resumption of our acceptance of subscriptions in our primary offering
and the resumption of our DRIP (to be effective with our next authorized payment of distributions).
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As of June 10, 2020, following the determination of an updated estimated NAV per share for all share classes, the
offering and total dollar amount available for purchase per class in the primary offering of our Public Offering are as
follows: $8.56 per K Share (up to $125,000,000 in shares), $7.95 per K-I Share (up to $125,000,000 in shares) and $8.56 per
K-T Share (up to $250,000,000 in shares). The DRIP offering prices and total dollar amounts available for purchase in our
DRIP are as follows: $8.13 per K Share (up to $12,500,000 in shares), $8.13 per K-I Share (up to $12,500,000 in shares) and
$8.13 per K-T Share (up to $25,000,000 in shares). On June 10, 2020, our board of directors also approved the resumption
of our share repurchase programs as it relates to all repurchase requests commencing with the July 2020 repurchase date.
Since the commencement of the Public Offering and as of March 31, 2021, we received approximately $32,120,726
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 $131,936 of K Shares, $102,455 of K-I Shares and $10,512 of K-T Shares pursuant to the DRIP. Additionally, on
October 26, 2018, June 10, 2019, and January 19, 2021, we received $1,500,000, $690,000 and $440,000, 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 applicable offering price of K-I Shares sold in our primary offering and (ii) any discount to the
applicable 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 May 13, 2021, we had sold 3,819,230 K Shares, 1,059,025 K-I Shares, 51,690 K-T Shares and 581,410 A
Shares in all our offerings for gross proceeds of approximately $37,242,903, $9,276,482, $511,012 and $5,814,095,
respectively, and $52,844,493 in the aggregate. These gross proceeds are inclusive of 15,237 K Shares, 11,574 K-I Shares
and 1,219 K-T Shares issued pursuant to our DRIP, for gross offering proceeds of approximately $131,936, $102,455 and
$10,512, respectively, or $244,904 in the aggregate.
On June 10, 2020, our board of directors authorized the extension of the term of the Public Offering until August
14, 2021. Under rules promulgated by the SEC, in some circumstances in which we are pursuing the registration of shares of
our common stock in a follow-on public offering, we could continue the primary offering until as late as February 10, 2022.
We may, in our sole discretion, terminate the Public Offering at any time.
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. Through December
31, 2020, PHA had forfeited its right to collect reimbursement for providing these administrative services provided through
such date.
In the three months ended March 31, 2021, our Sponsor requested reimbursement for $42,004 of such administrative service
expenses. This
amount is included in due to related parties on the condensed consolidated balance sheet as of March 31, 2021.
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
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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 each of the twelve months ended March 31, 2019, June 30, 2019, September 30, 2019, December 31, 2019,
March 31, 2020, June 30, 2020, September 30, 2020, December 31, 2020 and March 31, 2021, our total operating expenses
exceeded the greater of 2% of our average invested assets and 25% of our net income. 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. We incurred operating expenses of approximately $1,445,599 and incurred an Excess Amount of approximately
$94,280 during the twelve months ended December 31, 2019. We incurred operating expenses of approximately $1,551,924
and incurred an Excess Amount of approximately $1,076,317 during the twelve months ended March 31, 2020. We incurred
operating expenses of approximately $1,581,502 and incurred an Excess Amount of approximately $1,607,059 during the
twelve months ended June 30, 2020. We incurred operating expenses of approximately $1,525,833 and incurred an Excess
Amount of approximately $1,616,428 during the twelve months ended September 30, 2020. We incurred operating expenses
of approximately $1,488,180 and incurred an Excess Amount of approximately $1,744,213 during the twelve months ended
December 31, 2020. We incurred operating expenses of approximately $1,808,418 and incurred an Excess Amount of
approximately $1,995,219 during the twelve months ended March 31, 2021. Our board of directors (including a majority of
our independent directors) determined that the Excess Amount for each of the twelve months ended March 31, 2019, June
30, 2019, September 30, 2019, December 31, 2019, March 31, 2020, June 30, 2020, September 30, 2020, December 31,
2020 and March 31, 2021 was justified as unusual and non-recurring as we continue to raise and deploy capital and weather
the impact of the COVID-19 pandemic.
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 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 expect our property manager will operate and manage all or substantially all of our hotel
properties.
We anticipate that we will acquire properties with property management agreements that can be terminated with
little or no cost. In such cases, our TRSs will enter into property management agreements with one or more property
management companies affiliated with our Sponsor. We expect our property manager will operate and manage all or
substantially all of our hotel properties. We collectively refer to TPG and other property management companies affiliated
with our Sponsor as our property manager.
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.
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Recent Developments
COVID-19 Impact
In December 2019, COVID-19 was identified in Wuhan, China, subsequently spread to other regions of the world,
and has resulted in significant travel restrictions and extended shutdown of numerous businesses in every state in the United
States. In March 2020, the World Health Organization declared COVID-19 to be a global pandemic. The negative impact on
room demand within our portfolio stemming from the COVID-19 pandemic is significant. We experienced an initial decline
in hotel revenue that began in our first fiscal quarter of 2020. However, with the continuing spread of the COVID-19
pandemic and the unprecedented governmental measures implemented in response, the impact of the COVID-19 pandemic
accelerated rapidly, and we experienced a much greater effect on occupancy and hotel revenue per room (“RevPAR”)
throughout our hotel portfolio. We experienced reservation cancellations as well as a reduction in new reservations relative
to prior expectations. The hotel industry and our portfolio have experienced the postponement or cancellation of a
significant number of group bookings. Thus far, responses to the COVID-19 outbreak have included mandates from federal,
state and/or local authorities that have restricted travel and the conduct of business, such as stay-at-home orders, quarantines,
travel bans, border closings, business closures and other similar measures. As a result of COVID-19, the New Hanover
County North Carolina Board of Commissioners instituted a State of Emergency effective March 28, 2020. Accordingly, as
a result of this declaration, the Springhill Suites Wilmington property (the “Springhill Suites Wilmington”) was instructed to
close effective March 30, 2020 and remained closed until May 1, 2020. All four of our hotel properties were open and
operational as of the date of this filing.
While efforts to reduce operating costs have been made, we cannot be certain as to what level of savings can be
maintained overall to mitigate the material decline in hotel revenues we are experiencing. The full financial impact of the
reduction in hotel demand caused by the pandemic cannot be reasonably estimated at this time due to uncertainty as to its
severity and duration. Given the current availability and effectiveness of the COVID-19 vaccines, in addition to a decrease
in government related mandates, the Company anticipates an improvement in traveler sentiment. However, we expect that
the COVID-19 pandemic will have a significant negative impact on our results of operations, financial position and cash
flow for at least the first-half of 2021. As a result, we have reduced our planned capital expenditures outside the normal
course of our business and are working closely with our hotel managers to reduce our hotels' operating expenses.
On March 27, 2020, the Coronavirus Aid, Relief, and Economic Security Act (the “CARES Act”) was enacted by
the Federal Government, which, among other things, provided emergency assistance to qualifying businesses and
individuals as a result of the COVID-19 pandemic. The CARES Act also included the establishment of the Paycheck
Protection Program (“PPP”), a Small Business Administration (the “SBA”) loan to businesses with fewer than 500
employees that may be partially forgivable. In May 2020, we received $1,018,917 in PPP loans relating to our four hotel
properties. We have applied for full forgiveness of these loans. The applications are currently in review with the SBA. We
applied for the second round of funding and received $889,672 as of March 31, 2021, and an additional $537,040 as of the
date of this filing.
The Taxpayer Certainty and Disaster Tax Relief Act of 2020, enacted December 27, 2020, made a number of
changes to the employee retention tax credits previously made available under the CARES Act, including modifying and
extending the Employee Retention Credit. On March 11, 2021, President Biden signed the American Rescue Plan Act of
2021 (“ARPA”), which is the latest stimulus package aimed at mitigating the financial impact of the ongoing COVID-19
pandemic. The ARPA includes an extension of the CARES Act Employee Retention Tax Credit, as well as additional
modifications of the credit for the last two calendar quarters of 2021. We plan to take advantage of this program to the extent
we are eligible.
Until such time as the virus is contained or eradicated and business and personal travel return to more customary
levels, we expect to see substantial erosion in hotel cash flow. There may also be lasting effects related to the COVID-19
pandemic. Due to a slowdown in the U.S. economy as a result of the COVID-19 pandemic, there may be increased operating
costs, reduced air travel or other unknown factors which could materially reduce our operating cash flow for an unknown
period of time. Further, the market and economic challenges associated with the COVID-19 pandemic could materially
affect (i) the value and performance of our investments, (ii) our ability to pay future
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distributions, (iii) the availability or terms of financings, (iv) our ability to make scheduled principal and interest payments,
and (v) our ability to refinance any outstanding debt when contractually due.
Market Outlook
Overall, the COVID-19 pandemic has had a devastating impact on the hospitality industry. Prior to the outbreak
across the United States, the hotel industry was enjoying solid year-over-year performance in most key metrics. However,
mandatory shelter in place orders, government-enforced travel restrictions, private sector travel moratoriums and overall
consumer fear brought the hospitality industry to an unprecedented and abrupt standstill by the end of March 2020.
Throughout the second and third quarters of 2020, as local and national governments and medical authorities planned and
deployed their emergency response plans, like nearly all US industries, the hospitality industry was essentially shut down
and prohibited from conducting normal business operations. These developments led to steep and significant declines in
occupancy and ADR resulting in material and significant declines in room revenue and food and beverage revenue for us
commencing in March 2020.
After nearly one full year of unprecedented disruption, the hospitality industry is beginning to demonstrate signs of
recovery. With multiple vaccines currently in nationwide production and deployment, the passing of stimulus-friendly
legislation and the loosening of the aforementioned restrictions, travel began to rebound slightly during the first quarter of
2021. We anticipate that as more Americans receive vaccinations, consumer confidence will return and domestic travel will
increase due to a significant amount of pent-up demand.
Based on our business intelligence and close monitoring of industry reporting of key performance metrics, we
expect increases in leisure travel throughout 2021 with the possibility of business travel beginning to improve during the
third and fourth quarters; however, it is widely reported that the industry may not reach pre-pandemic performance levels
until 2024. Given the size and geographic diversification of our portfolio of hotel properties, we believe that we are well
positioned to benefit from a potential near-term surge in leisure travel and for when business travel returns later in the year.
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 was included in our Annual Report.
Income Taxes
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
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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.
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 March 31, 2021.
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 2017 through 2020 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. Through the first quarter of 2020, we paid regular quarterly distributions to our stockholders.
As a result of the impact of the COVID-19 pandemic on our business, our board of directors may reconsider our current
distribution policy and may take further action with respect to distributions for our common stock, and could consider
eliminating, suspending, or significantly reducing the payment of distributions in the future. 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. However, distributions will continue to accumulate pursuant to our charter.
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, KI 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 months ended March 31, 2021 refer to Note 8 –
“Stockholders’ Equity” to our unaudited interim condensed consolidated financial statements included in this Quarterly
Report.
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We have funded distributions with operating cash flows from our hotel properties and with proceeds from loans
from affiliates and from the issuance of common stock pursuant to the DRIP. To the extent we do not have sufficient
earnings and profits, distributions paid will be considered a return of capital to stockholders. The following table shows
distributions paid during the three months ended March 31, 2021 and 2020:
For the Three Months Ended March 31,
2021
2020

Distributions paid in cash

$

Distributions reinvested

—

$ 393,701

—

56,696

Total distributions
Source of distributions:

$

—

$ 450,397

Cash flows provided by operations

$

—

— % $ 393,701

87 %

—

—%

56,696

13 %

—

— % $ 450,397

100 %

Offering proceeds from issuance of common stock pursuant to the
DRIP

$

Total sources

Although the tax composition of such distributions may be a return of capital, distributions for the three months
ended March 31, 2020 were paid for with gross cash flow from operations. To the extent we do not have taxable income,
distributions paid will be considered a return of capital to stockholders.
On March 3, 2020, our stockholders approved to amend our charter (1) to increase the rate at which cash
distributions on K Shares, K-I Shares and K-T Shares automatically accumulate under our charter from 6% to 7% per annum
of the K Share Distribution Base of such K Share, K-I Share Distribution Base of such K-I Share and K-T Share Distribution
Base of such K-T Share, respectively, and (2) to increase the maximum rate at which distributions on A Shares may be
authorized by our board of directors and declared by us from 6% to 7% of the stated value of an A Share ($10.00) from
income and cash flow from ordinary operations on a cumulative basis. The changes pursuant to the Articles of Amendment
to our charter became effective beginning with distributions that accumulated on March 31, 2020.
We paid quarterly distributions with respect to the quarter ended March 31, 2020, the quarter ended June 30, 2020,
and the partial distribution for the quarter ended September 30, 2020, with operating cash flows from our hotel properties,
consistent with prior distributions. Unpaid distributions will continue to accumulate pursuant to our charter. Our board of
directors will make determinations as to the payment of future distributions on a quarter by quarter basis; however,
distributions will continue to accumulate pursuant to our charter.
Results of Operations
The discussion that follows is based on our consolidated results of operations for the three months ended March 31,
2021 and 2020. The ability to compare one period to another is significantly affected by the acquisition completed on
February 27, 2020, and the effect of COVID-19. 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. We completed our third investment in the Hilton Garden Inn Providence,
a select-service hotel property, on February 27, 2020. Therefore, our results of operations for the three months ended March
31, 2021 are not directly comparable to those for the three months ended March 31, 2020.
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 Part I, Item 1A “Risk Factors” of our Annual Report and in Part II, Item 1A. “Risk
Factors” of this Quarterly Report, including but not limited to the COVID-19 pandemic, as discussed below, that
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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.
COVID-19 Pandemic
We continue to take the ongoing COVID-19 pandemic extremely seriously and are proactively taking steps to
attempt to address the corresponding operational threats to our hotel properties in an effort to minimize the impact of the
COVID-19 pandemic on our financial results and position us to rebound as quickly as possible once the situation has
stabilized.
The negative impact on room demand at our hotel properties stemming from the COVID-19 pandemic is significant
and we continue to see a profound effect on occupancy and RevPAR at our hotel properties.
Our Sponsor’s principals and senior executives, and our highly experienced property level management teams
employed by TPG Hotels & Resorts, Inc., our hospitality and property management affiliate, have over three decades of
experience in the hospitality industry, and have weathered many market swings, including experience dealing with the
impacts of previous disruptive events such as 9/11 and the significant recession of 2008.
Our primary responsibility is to ensure the safety and security of hotel employees and the guests we serve, by
facilitating healthy environments. To that end, we have equipped staff with appropriate training, tools and protocols crafted
in accordance with the Centers for Disease Control and Prevention guidance and best practices. At all of our hotel
properties, additional cleanliness procedures have been implemented, which include, but are not limited to:
●

Placing additional hand sanitizer dispensers throughout each property, especially around frequent contact ‘touch
points’ and hard surfaces touched by numerous people, such as elevators, food and beverage areas, front desks,
fitness rooms and public restroom facilities;

●

Increased sanitizing efforts in public areas using disinfecting products, with a focus on areas touched by multiple
people, such as door handles, elevator buttons and room key cards; and

●

Implementing protocols to more frequently sanitize guest room surfaces using disinfecting products, including
faucets, remote controls, pens, phones and clock radios.

While we would expect a select-service hotel portfolio like ours to lend itself to a lesser impact than conference
center hotels or resort-conference hotels, the situation is highly fluid and there is no way to currently predict the ultimate
extent and duration of the impact of the COVID-19 pandemic on any of our hotel properties or our overall financial results.
Accordingly, our experienced hotel management teams are implementing both best practices revenue management and
significant expense cutting strategies.
●

Revenue strategies include focusing on occupancy driven revenue as opposed to rate driven revenue, which is
accomplished by pursuing and accepting business that may not be in the traditional preferred rate range while
continuing to maintain current and previous hotel accounts and providing incentives to rebook on future dates.

●

Expense strategies include the implementation of cost saving measures such as: staffing reductions, furloughs,
limiting services, energy conservation measures, etc.

We cannot, however, predict with certainty, even with our best efforts in these strategies, what level of potential
revenues and expense savings can be achieved overall to mitigate the material decline in business our hotels are
experiencing.
We expect the significance of the COVID-19 pandemic, including the extent of its effect on our financial and
operational results and the economic contraction, to be dictated by, among other things, its duration, the success of efforts to
contain it, efficacy, availability and deployment of vaccinations and other treatments to combat COVID-19 and
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the effect of actions taken in response (such as travel advisories and restrictions and social distancing), including the extent
and duration of such actions.
The extent and duration of the effects of COVID-19 are not yet clear. These uncertainties make it difficult to predict
operating results for our hotels for 2021. Therefore, there can be no assurances that we will not experience further declines
in hotel revenues or earning at our hotels. For more information, see Part I, Item 1A. “Risk Factors” included in our Annual
Report.
Three Months Ended March 31, 2021 Compared to Three Months Ended March 31, 2020
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 $2,663,075 for
the three months ended March 31, 2021 from $2,616,236 for the three months ended March 31, 2020. The net increase of
$46,839 was due to the incremental rooms revenue of $245,553 generated by the Hilton Garden Inn Providence that we
acquired on February 27, 2020 which was significantly offset by the negative impact of the COVID-19 pandemic on the
hospitality industry, which caused a decrease in our rooms revenues of $198,714 in our other three hotel properties. State
governments imposed rigid travel restrictions, which combined with consumer fears relating to the pandemic, resulted in
most of our hotel properties experiencing significant declines in occupancy. Our hotel properties also experienced lower
daily rates in an attempt to entice customers to stay at the hotel properties.
The following presents the hotel operating results for the three months ended March 31, 2021 for the full portfolio:
January

Total Portfolio
February

March

Number of hotels

4

4

4

Number of rooms

483

483

483

38.18 %

54.98 %

65.82 %

Average Occupancy Percentage
ADR

$ 111.39

$ 116.34

$ 117.07

RevPAR

$ 42.47

$ 65.61

$ 78.61

A comparison of hotel rooms revenues for the hotels owned continuously for the three months ended March 31,
2021 and 2020 are as follows:
Three Months Ended March 31,
2021

Springhill Suites Wilmington

$

Staybridge Suites St. Petersburg
Hotel Indigo Traverse City
$

533,898

2020

$

641,869

1,086,706

1,086,214

572,070

663,305

2,192,674

$

2,391,388

$

Increase

Increase

(Decrease)

(Decrease) %

(107,971)
492
(91,235)

$

%
(16.82)
0.05

%

%
(13.75)

(198,714)

The decrease in rooms revenues of $107,971, or 16.82%, at the Springhill Suites Wilmington is primarily driven by
decreases in both occupancy and the average daily rate compared to the prior year. Occupancy at the Springhill Suites
Wilmington decreased from 54.35% for the three months ended March 31, 2020 to 52.25% for the three months ended
March 31, 2021. The average daily rate at the Springhill Suites Wilmington decreased from $108 for the three months ended
March 31, 2020 to $95 for the three months ended March 31, 2021, a decrease of 12.52%.

Rooms revenues at the Staybridge Suites St. Petersburg was relatively flat with prior year, increasing $492, or
0.05%, as an increase in occupancy was almost entirely offset by a decrease in the average daily rate. Occupancy at the
Staybridge Suites St. Petersburg increased from 64.75% for the three months ended March 31, 2020 to 77.01% for the
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three months ended March 31, 2021. The average daily rate at the Staybridge Suites St. Petersburg decreased from $155 for
the three months ended March 31, 2020 to $132 for the three months ended March 31, 2021, a decrease of 14.95%.
The decrease in rooms revenues of $91,235, or 13.75%, at the Hotel Indigo Traverse City is primarily driven by a
decrease in occupancy partially offset by an increase in the average daily rate compared to the prior year. Occupancy at the
Hotel Indigo Traverse City decreased from 59.65% for the three months ended March 31, 2020 to 46.79% for the three
months ended March 31, 2021. The average daily rate at the Hotel Indigo Traverse City increased from $114 for the three
months ended March 31, 2020 to $127 for the three months ended March 31, 2021, an increase of 11.16%.
Food and beverage revenues
Food and beverage revenues decreased to $147,203 for the three months ended March 31, 2021 from $282,552 for
the three months ended March 31, 2020. These amounts are comprised of revenues realized in hotel food and beverage
outlets as well as catering events. The $135,349 decrease from the prior year period is due to the negative impact of the
COVID-19 pandemic on the hospitality industry, as the food and beverage revenues generated by the Hilton Garden Inn
Providence, which was acquired on February 27, 2020, declined $15,733, or 91.6%, compared to the prior year period. State
governments imposed rigid travel restrictions, which combined with consumer fears relating to the pandemic, to cause
significant declines in occupancy at most of our hotel properties. Government mandates also resulted in the closure of food
and beverage outlets during the three months ended March 31, 2021.
Other operating revenues
Other operating revenues decreased slightly to $101,831 for the three months ended March 31, 2021 from $102,099
for the three months ended March 31, 2020. 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 $268 decrease from the
prior year period is primarily due to a decrease in other operating revenues at the Hotel Indigo Traverse City, almost
completely offset by the acquisition of the Hilton Garden Inn Providence, which generated $5,294 in incremental other
operating revenues and a $2,139 increase in other operating revenues.
Rooms expenses
Rooms expenses decreased to $615,112 for the three months ended March 31, 2021 from $692,655 for the three
months ended March 31, 2020. The $77,543 net decrease in rooms expenses is primarily due to the impact of the COVID-19
pandemic, which caused us to implement cost saving strategies. The decrease is partially offset by the acquisition of the
Hilton Garden Inn Providence, which generated an additional $66,188 in rooms expenses compared to the prior year. Rooms
expenses are primarily driven by the corresponding revenue account and occupancy.
Food and beverage expenses
Food and beverage expenses were $126,574 and $262,810 for the three months ended March 31, 2021 and 2020,
respectively. The $136,236 decrease in food and beverage expense is primarily due to the impact of the COVID-19
pandemic, which caused us to implement cost saving strategies. Food and beverage expenses are primarily driven by the
corresponding revenue account and occupancy. Government mandates also resulted in the closure of food and beverage
outlets during the three months ended March 31, 2021.
Other property expenses
Other property expenses were $1,497,805 and $1,396,545, for the three months ended March 31, 2021 and 2020,
respectively. The $101,260 increase in other property expenses is primarily driven by the acquisition of the Hilton Garden
Inn Providence. The $213,793 increase attributable to the Hilton Garden Inn Providence is offset by a decrease of $112,533
at our other hotel properties due to the impact of the COVID-19 pandemic, which caused us to implement cost saving
strategies such as staffing reductions, furloughs, limiting services and energy conservation measures. We are continually
monitoring staffing on an as needed basis depending on occupancy at each individual hotel. These amounts
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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 $87,425 and $90,224 for the three months ended March 31, 2021 and
2020, 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 $2,799 decrease in property management fees is due to the
incremental property management fees attributable to the Hilton Garden Inn Providence offset by the negative impact of the
COVID-19 pandemic on revenues for our remaining hotel properties.
Corporate general and administrative
Corporate general and administrative expenses were $320,238 and $570,909 for the three months ended March 31,
2021 and 2020, 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. The $250,671 decrease is primarily
due to one-time expenses related to the acquisition of the Hilton Garden Inn Providence in the first three months of 2020 and
reduced expenses associated with the implementation of cost saving strategies such as negotiations of fee reductions with
various vendors.
Other fees to affiliates
Other fees to affiliates were $143,614 and $549,756 for the three months ended March 31, 2021 and 2020,
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 $143,614 for the three months
ended March 31, 2021 from $108,386 for the three months ended March 31, 2020. The $35,228 increase in asset
management fees is primarily driven by the incremental fees associated with the Hilton Garden Inn Providence, acquired on
February 27, 2020. We have 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. There were no acquisition fees incurred for the three months ended March 31, 2021. Acquisition fees
incurred for the three months ended March 31, 2020 were $441,370 and related to the purchase of the Hilton Garden Inn
Providence.
Depreciation and amortization
Depreciation and amortization expenses were $776,396 and $662,512 for the three months ended March 31, 2021
and 2020, 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 $113,884 increase in depreciation and
amortization expense is primarily the result of owning the Hilton Garden Inn Providence for the full three months ended
March 31, 2021.
Interest expense, net
Interest expense, net, was $631,487 and $553,010 for the three months ended March 31, 2021 and 2020,
respectively. Interest expense includes monthly fixed rate payments on the outstanding mortgage notes payable balance,
accrued interest on the outstanding asset management fees, acquisition fees and promissory notes from PHA and our
Sponsor, and the amortization of deferred financing costs and debt discounts or premiums. The $78,477 increase in interest
expense is primarily the result of owning the Hilton Garden Inn Providence during the full three months ended March 31,
2021. Additionally, for the three months ended March 31, 2021, we incurred $30,607 of interest expense relating to the
amortization of deferred financing costs and debt discounts, offset by $33,079 relating to the amortization of the fair value of
debt premium.
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Interest income on interest-bearing cash accounts was $21,730 and $25,727 for three months ended March 31, 2021
and 2020, respectively, which is presented as a reduction of the total interest expense on the consolidated income statement.
Unrealized gain (loss) on interest rate swap
Unrealized gain on our interest rate swap was $100,453 and unrealized loss on our interest rate swap was $224,609
for the three months ended March 31, 2021 and 2020, respectively, and relates to changes in interest rates and time
remaining until maturity.
Income tax benefit or expense
We had income tax expense of $0 and $7,029 for the three months ended March 31, 2021 and 2020, respectively,
related to taxable income at the TRSs.
Net income or loss
For the three months ended March 31, 2021, we had a net loss of $1,186,089 compared to a net loss of $2,214,842
for the three months ended March 31, 2020. The decrease in net loss of $1,028,753 is the result of the revenue and expense
changes discussed above.
Net income or loss attributable to noncontrolling interests
Net loss relating to noncontrolling interests was $75,416 and $125,259 for the three months ended March 31, 2021
and 2020, respectively. This amount includes net income or losses attributable to a third-party’s 49% ownership interest in
PCF and will fluctuate accordingly with any increases or decreases to net income of PCF. This amount also includes net
income or losses attributable to the noncontrolling Operating Partnership Class K OP Units issued as part of the Hilton
Garden Inn Providence acquisition. The noncontrolling Class K OP Units are allocated net income or loss attributable to the
Operating Partnership based on the total outstanding Class K OP Units as a percentage of all our outstanding common stock.
Liquidity and Capital Resources
The
negative impact on room demand within our portfolio stemming from the COVID-19 pandemic is significant. We
experienced an initial decline
in hotel revenue that began in March 2020. However, with the increased spread of the COVID-19 pandemic across the
globe, the impact accelerated
rapidly, and we saw a much greater effect on occupancy and hotel RevPAR throughout our hotel portfolio. We expect the
occupancy and RevPAR
reduction associated with the COVID-19 pandemic to continue throughout 2021. Thus far, responses to the COVID-19
outbreak have included
mandates from federal, state and/or local authorities that have restricted travel and the conduct of business, such as stay-athome orders,
quarantines, travel bans, border closings, business closures and other similar measures. As a result of COVID-19 the New
Hanover County
North Carolina Board of Commissioners instituted a State of Emergency effective March 28, 2020. Accordingly, as a result
of this declaration,
the Springhill Suites Wilmington was instructed to close effective March 30, 2020 and remained closed until May 1, 2020.
Additionally,
many of our hotel properties were ordered to shut down food and beverage services in response to government mandates.
In anticipation of a significant strain on the hotels’ cash flows, we have implemented cost reduction procedures at
all of our hotels including significant reduction in staffing levels, discussions with vendors to extend payments terms and
discount current pricing, discussions with our lenders to defer loan interest payments for a period of three to twelve months,
and we have utilized provisions from the CARES Act to provide additional liquidity from federally supported loan
programs. As of December 31, 2020, we received $1,018,917 in first round PPP loans related to our four hotel properties. As
of March 31, 2021, we applied for approximately $1,426,711 of second round PPP loans, of which we received $889,672 of
the funds. For more information, refer to Note 7 – “Other Debt” to our unaudited interim condensed consolidated financial
statements. We made modifications to our existing debt, and, during the second, third, and fourth quarters of 2020, we
entered into loan modification agreements with certain of our lenders to relieve some
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pressure on these properties. For more information, refer to Note 4 – “Mortgage Notes Payable” to our unaudited interim
condensed consolidated financial statements.
While efforts to reduce operating costs have been made, we cannot be certain as to what level of savings can be
maintained overall to mitigate the material decline in hotel revenues we are experiencing. The full financial impact of the
reduction in hotel demand caused by the pandemic cannot be reasonably estimated at this time due to uncertainty as to its
severity and duration. We expect that the COVID-19 pandemic will have a significant negative impact on our results of
operations, financial position and cash flow for at least the first-half of 2021. As a result, we have reduced our planned
capital expenditures outside the normal course of business and are working closely with our hotel managers to reduce our
hotels' operating expenses.
Until such time as the virus is contained or eradicated and business and personal travel return to more customary
levels, we expect to see substantial erosion in hotel cash flow. There may also be lasting effects related to the COVID-19
pandemic. For an unknown period related to a slowdown in the U.S. economy, there may be increased operating costs,
reduced air travel or other unknown factors which could materially reduce our operating cash flow. Further, the market and
economic challenges associated with COVID-19 could materially affect (i) the value and performance of our investments,
(ii) our ability to pay future distributions, if any, (iii) the availability or terms of financings, (iv) our ability to make
scheduled principal and interest payments, and (v) our ability to refinance any outstanding debt when contractually due.
On April 7, 2020, our board of directors unanimously approved the temporary suspension of (i) the sale of K
Shares, K-I Shares and K-T Shares in the Public Offering, effective as of April 7, 2020 and (ii) the operation of the DRIP,
effective as of April 17, 2020. On June 10, 2020, our board of directors determined an estimated NAV per share of all
classes of our capital stock, each calculated as of March 31, 2020, as follows: (i) $8.56 per K-Share; (ii) $8.55 per K-I Share;
(iii) $8.56 per K-T Share; (iv) $0.00 per A Share; and (v) $0.00 per B Share and unanimously approved the resumption of
the acceptance of subscriptions and the resumption of the operation of the DRIP, which will be effective with the next
authorized payment of distributions.
In addition, the board of directors will reconsider our current distribution policy and may take further action with
respect to distributions for our common stock, and could consider eliminating, suspending, or significantly reducing the
payment of distributions until more information regarding the effect of the virus and its duration is available. We paid
quarterly distributions with respect to the quarters ended March 31, 2020 and June 30, 2020, and the partial distribution for
the quarter ended September 30, 2020, with operating cash flow, consistent with prior distributions. Our board of directors
will make determinations as to the payment of future distributions on a quarter-by-quarter basis; however, distributions will
continue to accumulate pursuant to our charter.
In a normal operating environment, 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 applicable offering price of K-I Shares sold in our primary offering and (ii) any
discount to the applicable 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.
In addition, in a normal operating environment, 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
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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 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.
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, aside from utilizing funds provided by the CARES Act, and there is no assurance that such sources of financings
will be available on favorable terms or at all.
We believe that cash and restricted cash on hand, cash from operations after implementing cost reduction
procedures, net offering proceeds from the sale of common stock in the Public Offering and borrowings from other sources,
including advances from PHA and our Sponsor, if necessary, will be sufficient to fund our operating and administrative
expenses and continuing debt service obligations over the next twelve months.
Sources and Uses of Cash
Proceeds from the sale of common stock in the Private Offering and Public Offering were partially 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 three months ended March 31, 2021. The remaining proceeds are held in liquid
cash accounts. Cash balances from our investments in hotel properties were consolidated during the three months ended
March 31, 2021 and 2020.
Cash Flows Provided by (Used in) Operating Activities
As of March 31, 2021, we owned an interest in four hotel properties. We owned an interest in four hotel properties
for the full three months ended March 31, 2021, and for one month and three days during the three months ended March 31,
2020. During the three months ended March 31, 2021, net cash provided by operating activities was $133,534 compared to
the net cash provided by operating activities of $38,269 for the three months ended March 31, 2020. Our operating cash
flows during the three months ended March 31, 2021 was the result of our net loss, 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. Our operating cash flows during the three months ended March 31, 2020 was the result of our net loss, offset by
adjustments for non-cash expenses, including depreciation and amortization, the net loss incurred on the Hilton Garden Inn
Providence acquisition, 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.
Cash Flows Used in Investing Activities
Cash 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 three
46

Table of Contents

months ended March 31, 2021, net cash used in investing activities was $139,782 and was the result of capital
improvements at our hotel properties. During the three months ended March 31, 2020, cash used in investing activities was
$12,289,941, which represented the investment in the Hilton Garden Inn Providence, net, and capital improvements at our
hotel properties.
Cash Flows Provided by Financing Activities
During the three months ended March 31, 2021, net cash provided by financing activities was $2,764,767. We
received proceeds of $2,370,967 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 $104,773 and payments to PHA for O&O Costs totaling $281,787, for the three months ended March 31, 2021. We
received $889,672 of cash relating to the second round of PPP loans. We made principal payments on the note secured by
the Springhill Suites Wilmington (the “Wilmington Note”) and the note secured by the Staybridge Suites St. Petersburg (the
“St. Petersburg Note”) totaling $101,392. Additionally, we repurchased $7,920 of outstanding common stock. During the
three months ended March 31, 2020, net cash provided by financing activities was $8,354,404. We received $2,000,000 of
mortgage note proceeds relating to the acquisition of the Hilton Garden Inn Providence offset by $94,770 of deferred
financing costs incurred. We received proceeds of $7,443,798 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 $622,973 for the three months ended March 31, 2020. We paid cash distributions of
$393,701 to stockholders with proceeds from operations. Cash flow from financing activities for the three months ended
March 31, 2020 also includes $98,000 of distributions and $120,050 of contributions from noncontrolling interest.
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.
Due to the market and economic challenges impacting us and the hospitality industry as a whole as a result of the
ongoing COVID-19 pandemic, which has resulted in significant declines in our hotel properties’ revenues, and the
uncertainty of the rapidly developing situation, we entered into loan modification agreements with certain of our lenders to
relieve some pressure on these properties during this time, as described in more detail below.
The note secured by the Hotel Indigo Traverse City (“TCI Note”) provided for interest only monthly payments until
maturity. However, on April 21, 2020, a subsidiary of the Operating Partnership, entered into a First Amendment to Loan
Agreement and Other Loan Documents (the “Hotel Indigo Loan Modification Documents”) with its existing lender, Citizens
Bank, N.A. (“Citizens Bank”), to amend the terms of the TCI Note. Pursuant to the Hotel Indigo Loan Modification
Documents, the interest only payments that were scheduled to be paid on April 1, 2020, May 1, 2020 and June 1, 2020 were
deferred (collectively, the “Deferred Payments”). The Deferred Payments will not accrue interest but shall be deemed
principal to be due and payable in full on or before June 30, 2021. Regularly scheduled interest payments recommenced on
July 1, 2020. Prepayment of the Deferred Payments is allowed without penalty and the Operating Partnership’s obligation to
pay the Deferred Payments may be accelerated by Citizens Bank as allowed under the loan documents.
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In regards to the TCI Note, the Hotel Indigo Loan Modification Documents waived the Operating Partnership’s
requirement to achieve the stated debt service coverage ratio for the period from January 1, 2020 through June 30, 2021 and
provides that all net worth, liquidity and financial covenant testing and any requirements of the guarantor, TH Investment
Holdings II, LLC, an affiliate of the Sponsor, to comply with such covenants are waived from January 1, 2020 through June
30, 2021.
The note secured by the Hilton Garden Inn Providence (“HGI Note”) required monthly interest payments at a fixed
rate of 4.25%. The HGI Note provided for interest only monthly payments for 36 months, with payments based on a 30-year
amortization schedule thereafter. However, on April 23, 2020, we and the Operating Partnership, through its subsidiary,
entered into an Omnibus Amendment and Reaffirmation Agreement (the “Hilton Garden Inn Loan Modification
Agreement”) with the existing lender, to amend the terms of the mortgage loan and loan documents on the HGI Notes.
Pursuant to the Hilton Garden Inn Loan Modification Agreement, interest only payments that were due on the six
consecutive payment dates starting with the payment scheduled for April 2020 are deferred until the date that is twelve
months after the date each payment was originally due.
In regards to the HGI Note, the Hilton Garden Inn Loan Modification Agreement provides that all financial
covenant testing and any other requirements of the Operating Partnership to comply with such covenants are waived until
the year ending December 31, 2021, and that all net worth, liquidity and financial covenant testing and any requirements of
the Company as guarantor to comply with such covenants are waived until the year ending December 31, 2021.
As a result of the negative impact of the COVID-19 pandemic, the Operating Partnership and its subsidiary for the
Staybridge Suites St. Petersburg failed to maintain the required debt service coverage ratio as defined in the St. Petersburg
Note loan documents for the period ended June 30, 2020. In August 2020, we received a written waiver of all debt service
coverage testing for the test due for the periods ended June 30, 2020 and September 30, 2020, from the lender. The lender
approved an additional modification of the debt service coverage test for the period ending December 31, 2020 and March
31, 2021. Therefore, as of March 31, 2021, the Operating Partnership and its subsidiary for the Staybridge Suites St.
Petersburg were in compliance with its covenant requirements and all required payments have been made as agreed.
As of December 31, 2020, as a result of the negative impact of the COVID-19 pandemic, the Operating Partnership
and its subsidiary for the Springhill Suites Wilmington failed to maintain the required debt service coverage ratio as defined
in the Wilmington Note loan documents. In March 2021, we received a written waiver of all debt service coverage testing
for the test due for the periods ended December 31, 2020 through June 30, 2021, from the lender. Therefore, as of March 31,
2021, the Operating Partnership and its subsidiary for the Springhill Suites Wilmington were in compliance with its
covenant requirements and all required payments have been made as agreed.
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.
Our contractual obligations as of March 31, 2021 are as follows:

2021

Outstanding debt obligations
Interest payments on outstanding debt obligations

Total

2022-2023

2024-2025

Thereafter

$ 15,387,967 $ 1,053,768 $ 39,876,308 $
1,590,641

3,906,176

1,893,673

$ 16,978,608 $ 4,959,944 $ 41,769,981 $

Total

— $ 56,318,043
—

7,390,490

— $ 63,708,533

Contractual obligations presented above exclude the impact of our outstanding PPP loans, which we expect to be
fully forgiven.
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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 (“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 writedowns, 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 (“IPA”), an industry trade group, has standardized a measure known as modified FFO (“MFFO”), which we
believe to be another appropriate supplemental measure to reflect the operating performance of a publicly registered, nonlisted 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 noncash adjustments to net income (loss) in determining cash flows from operations in accordance with GAAP.
50

Table of Contents

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 ADR 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 may be useful in assisting management and investors in assessing the sustainability of
operating performance in future operating periods, and in particular, after the offering and acquisition stages are complete
and NAV is disclosed. MFFO is not a useful measure in evaluating NAV since impairment write-downs are taken into
account in determining NAV 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 nonGAAP 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 months ended March 31, 2021
and 2020:
For the Three Months Ended March 31,
2021
2020

Reconciliation of net loss to MFFO:
Net loss

$

Depreciation and amortization
Loss on acquisition
FFO
Less noncontrolling interest:
Net loss attributable to noncontrolling interest
Depreciation and amortization attributable to noncontrolling interest
FFO attributable to common stockholders
Acquisition fees and expenses
Amortization of deferred financing costs and debt discounts and premiums as
interest
Unrealized (gain) loss on interest rate swap
$

MFFO attributable to common stockholders
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(1,186,089)

$

(2,214,842)

776,396

662,512

—

133,521

(409,693)

(1,418,809)

75,416

125,259

(170,484)

(171,733)

(504,761)

(1,465,283)

—

513,519

(2,472)

16,422

(100,453)

224,609

(607,686)

$

(710,733)
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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, O&O Costs and reimbursement of certain operating costs. Refer to Note 7 – “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
(a) Evaluation of disclosure controls and procedures. We maintain disclosure controls and procedures that are
designed to ensure that information required to be disclosed in our reports pursuant to the Securities Exchange Act of 1934,
as amended, or the Exchange Act, is recorded, processed, summarized and reported within the time periods specified in the
rules and forms, and that such information is accumulated and communicated to us, including our chief executive officer and
chief financial officer, as appropriate, to allow timely decisions regarding required disclosure. 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.
As required by Rules 13a-15(b) and 15d-15(b) of the Exchange Act, we conducted an evaluation as of March 31,
2021, under the supervision and with the participation of our management, including our chief executive officer and chief
financial officer, of the effectiveness of our disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e)
under the Exchange Act). Based on this evaluation, our chief executive officer and chief financial officer concluded that our
disclosure controls and procedures, as of March 31, 2021, were effective at a reasonable assurance level.
(b) Changes in internal control over financial reporting. There have been no changes in our internal controls over
financial reporting (as defined in Rules 13a-15(f) and 15d-15(f) of the Exchange Act) that occurred during the three months
ended March 31, 2021, 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 as of the time of this Quarterly Report will have a material effect upon our financial condition or results of
operations.
Item 1A. Risk Factors
There have been no material changes from the risk factors set forth in our Annual Report.
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Item 2. Unregistered Sales of Equity Securities and Use of Proceeds
Unregistered Sales of Equity Securities
On January 19, 2021, we sold an aggregate of $440,000 of A Shares, or 44,000 A Shares, to THR. Such sale was
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 portion of our
Public Offering.
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 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 KT 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 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. On
April 7, 2020, in response to the COVID-19 pandemic, our board of directors unanimously approved the temporary
suspension of (i) the sale of K Shares, K-I Shares and K-T Shares in the Public Offering, effective as of April 7, 2020 and
(ii) the operation of the DRIP, effective as of April 17, 2020. On June 10, 2020, our board of directors determined an
estimated NAV per share of all classes of our capital stock, each calculated as of March 31, 2020, as follows: (i) $8.56 per
K-Share; (ii) $8.55 per K-I Share; (iii) $8.56 per K-T Share; (iv) $0.00 per A Share; and (v) $0.00 per B Share.
From the commencement of the Public Offering through March 31, 2021, we sold 2,469,167 K Shares at a
weighted average price of $9.74 per share for gross proceeds of $24,048,117, 818,306 K-I Shares at a weighted average
price of $8.98 per share for gross proceeds of $7,352,306, 47,540 K-T Shares at a weighted average price of $10.00 per
share for gross proceeds of $475,400, for total gross proceeds of $31,875,823 in the Public Offering. During the same
period, pursuant to the DRIP, we issued 15,237 K Shares to investors at a weighted average of $8.66 per K Share for gross
proceeds of $131,936, 11,574 K-I Shares at a weighted average of $8.85 per K-I Share for gross proceeds of $102,455, and
1,129 K-T Shares at a weighted average of $8.62 per K-T Share for gross proceeds of $10,512, for total gross DRIP
proceeds of $244,903. Additionally, the Company received $2,630,000 from the sale of A Shares to THR from a private
placement.
From commencement of the Public Offering through March 31, 2021, we had incurred $2,593,554 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.
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From inception through March 31, 2021, we recognized selling commissions, dealer manager fees, and
organization and other offering costs in the Private Offering as follows:
Type of Expense Amount

Selling commissions and dealer manager fees
Other organization and offering costs

Amount

Estimated/Actual

$ 1,058,501

Actual

1,083,912

Actual

$ 2,142,413

Total

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 March 31, 2021, 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

Selling commissions, stockholder servicing fees and dealer manager fees
Other organization and offering costs

Total

Amount

Estimated/Actual

$ 2,593,554

Actual

2,619,055

Actual

$ 5,212,609

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 March 31, 2021, 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 $45,597,715.
We expect to continue to use the net 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 March 31, 2021, we had an ownership interest in four hotel
properties with an aggregate initial purchase price of $63,322,489, 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 8 – “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.
On March 20, 2020, our board of directors decided to temporarily suspend repurchases under our share repurchase
program effective with repurchase requests that would have been processed in April 2020 due to the negative impact of the
COVID-19 pandemic on our portfolio at the time; provided, however, we continued to process repurchases due to death in
accordance with the terms of our share repurchase program. On June 10, 2020, the board of directors determined to fully
reopen the share repurchase program to all repurchase requests commencing with the next quarter repurchase date, in July
2020. Shares will be repurchased subject to and upon the terms and conditions of our share repurchase program and
repurchase prices will be based upon the estimated per share NAVs in accordance with the terms of the share repurchase
program. Any unprocessed requests will automatically roll over to be considered for repurchase unless a stockholder
withdraws the request for repurchase five business days prior to the next repurchase date.
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During the three months ended March 31, 2021, we fulfilled repurchase requests and repurchased K Shares
pursuant to our share repurchase program as follows:

Total Number of
Shares Requested to
be Repurchased

Period

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 2021

—

$

—

—

(1)

February 2021

—

$

7.92

1,000

(1)

34,700

$

—

—

(1)

March 2021

34,700

1,000

(1) 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).
Our board of directors approved outstanding repurchase requests received during the three months ended December
31, 2020, and, on February 8, 2021, we repurchased 1,000 K Shares for $7,920, or $7.92 per K Share. Our board of directors
approved two outstanding repurchase requests that were received during the three months ended March 31, 2021, and, on
May 7, 2021, we repurchased 34,700 K Shares for $289,421, or $8.34 per K Share.
Our board of directors approved two outstanding repurchase requests due to death that were received during the
three months ended March 31, 2020, and, on May 1, 2020, we repurchased 23,500 K Shares for $235,000, 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.
3.1

Description
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).
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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*

Articles of Amendment of Procaccianti Hotel REIT, Inc., effective as of March 31, 2020 (previously filed
as Exhibit 99.1 to the Registrant’s Current Report on Form 8-K filed on March 31, 2020)

3.4

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).

4.3

Description of Securities Registered pursuant to Section 12(g) of the Securities Exchange Act of 1934
(filed as Exhibit 4.3 to the Registrant’s Annual Report on Form 10-K (File No. 333-217578) filed on
March 30, 2020, and incorporated by reference herein).

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 on March 30, 2020, 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: May 14, 2021

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

Date: May 14, 2021

By:/s/ Gregory Vickowski
Gregory Vickowski
Chief Financial Officer, Treasurer
and Director
(Principal Accounting Officer and
Principal Financial Officer)
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PROCACCIANTI HOTEL REIT, INC.
SUPPLEMENT NO. 2 DATED JUNE 10, 2021
TO THE PROSPECTUS DATED APRIL 21, 2021
This Supplement No. 2 supplements, and should be read in conjunction with, our prospectus dated April 21, 2021 and Supplement No. 1 to our
prospectus dated May 18, 2021. Terms used and not otherwise defined in this Supplement No. 2 shall have the same meanings as set forth in our prospectus.
The purpose of this Supplement No. 2 is to describe the following:
·
·
·
·
·
·

the status of our initial public offering, or the Offering;
an update concerning the anticipated termination of the Offering;
our board of directors’ determination of an updated estimated per share net asset value, or NAV, of each of our K-I Shares, K Shares, K-T Shares, A
Shares and B Shares;
updates to the public offering share prices, purchase prices under our distribution reinvestment plan, or DRIP, and repurchase prices under our share
redemption program;
updates to the volume discounts on certain sales of K Shares; and
our entry into a ground lease and purchase and sale agreement to purchase a hotel property.
Status of this Offering

As of June 8, 2021, we had accepted investors’ subscriptions for and issued approximately 2,651,209 K Shares, 1,106,570 K-I Shares, and 57,480 K-T
Shares in the primary portion of this Offering, resulting in receipt of gross proceeds of approximately $25,573,407, $9,644,027 and $560,500, respectively, for
total gross proceeds in the primary portion of this Offering of $35,777,934. As of June 8, 2021, we had issued approximately 15,237 K Shares, 11,574 K-I
Shares and 1,219 K-T Shares pursuant to our DRIP, resulting in gross proceeds pursuant to our DRIP of approximately $131,936, $102,455 and $10,512,
respectively.
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 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 $1,500,000 in A Shares on October 26, 2018, an additional $690,000 in A Shares on June 10, 2019 and an additional $440,000 in
A Shares on January 19, 2021 pursuant to a private placement.
Therefore, as of June 8, 2021, we had received total gross proceeds of approximately $54,235,593 from the sale of K Shares, K-I Shares, K-T Shares
and A Shares in all offerings.
In addition, on February 27, 2020, as partial consideration for our acquisition of the Hilton Garden Inn Property (as defined herein), our operating
partnership issued 128,124 Class K units of limited partnership interests in our operating partnership, or Class K OP Units, valued at $10.00 per Class K OP
Unit. Such issuance represents a total investment of $1,281,240 in Class K OP Units of our operating partnership. Individuals with direct or indirect interests in
the sellers of the Hilton Garden Inn Property who are direct or indirect owners of our sponsor and our advisor received only Class K OP Units and no cash as
consideration.
On April 7, 2020, in response to the global pandemic of the novel coronavirus (COVID-19), our board of directors approved the temporary suspension
of the sale of shares in our offering, effective April 7, 2020, and of our DRIP, effective April 17, 2020. On June 10, 2020, our board of directors unanimously
approved the resumption of the acceptance of subscriptions and the resumption of the operation of the DRIP, which will be effective with the next authorized
payment of distributions.

Termination of the Initial Public Offering
Our board of directors has determined that we will cease new sales of primary offering shares on August 13, 2021 and will not file a new registration
statement for a follow-on offering. If our board of directors determines, in its sole discretion, to terminate the sale of primary shares pursuant to this offering
earlier or later than the dates set forth above, we will notify stockholders by filing a supplement to this prospectus with the SEC.
Determination of the Updated Estimated Per Share NAVs
The following information supplements, and should be read in conjunction with, all discussions contained in our prospectus regarding our calculation of
an estimated per share NAV:
On June 9, 2021, our board of directors, or the Board, at the recommendation of the Audit Committee of the Board, or the Committee, comprised solely of
independent directors, unanimously approved and established the Estimated Per Share NAVs. The Estimated Per Share NAVs are based on the estimated value
of our assets less the estimated value of our liabilities, divided by the approximate number of shares outstanding on a fully diluted basis, calculated as of
March 31, 2021, or the Valuation Date. We are providing the Estimated Per Share NAVs to assist broker-dealers in connection with their obligations under
National Association of Securities Dealers Conduct Rule 2340, as required by the Financial Industry Regulatory Authority, or FINRA, with respect to customer
account statements. This valuation was performed in accordance with the provisions of Practice Guideline 2013-01, Valuations of Publicly Registered NonListed REITs, or the IPA Valuation Guidelines, issued by the Institute for Portfolio Alternatives (formerly known as the Investment Program Association), or the
IPA, in April 2013, in addition to guidance from the U.S. Securities and Exchange Commission, or the SEC. We believe that there were no material changes
between the Valuation Date and the date of this filing that would impact the Estimated Per Share NAVs.
The Committee, pursuant to authority delegated by the Board, was responsible for the oversight of the valuation process, including the review and approval
of the valuation process and methodology used to determine our Estimated Per Share NAVs, the consistency of the valuation and appraisal methodologies with
real estate industry standards and practices and the reasonableness of the assumptions used in the valuations and appraisals.
The Estimated Per Share NAVs were determined after consultation with our advisor, Procaccianti Hotel Advisors, LLC, or PHA or, alternatively, our
Advisor, and Robert A. Stanger & Co, Inc., or Stanger, an independent third-party valuation firm. The engagement of Stanger was approved by the Committee.
Stanger prepared appraisal reports, or, collectively, the Appraisal Reports, that summarized key information and assumptions and provided an appraised value
for each of the four properties, or, collectively, the Appraised Properties, in our portfolio as of March 31, 2021. Stanger also prepared a NAV report, or the NAV
Report, that estimates the NAV per share of each of our K-I Shares, K Shares, K-T Shares, A Shares, and B Shares. The NAV Report relied upon: (i) the
Appraisal Reports for the Appraised Properties; (ii) Stanger’s estimate of our secured notes payable; (iii) Stanger’s estimate of the six percent per annum
dividend rate (for periods prior to March 31, 2020) and seven percent per annum dividend rate (for periods on and after March 31, 2020) on a stated value of
$10.00 per share due to holders of Class K Shares, Class K-I Shares and Class K-T Shares as of March 31, 2021, or the K Share Hurdle, and (iv) the Advisor’s
estimate of the value of our other assets and liabilities, to calculate each of the Estimated Per Share NAVs of our common and capital stock, and such other
reviews as deemed necessary by Stanger. The process for estimating the value of our assets and liabilities was performed in accordance with the provisions of
the IPA Valuation Guidelines.
Upon the Committee’s receipt and review of the Appraisal Reports and the NAV Report, or collectively, the Reports, the Committee recommended to the
Board: (i) $9.77 as the estimated per share NAV per K-I Share; (ii) $9.85 as the estimated per share NAV per K Share; (iii) $9.85 as the estimated per share
NAV per K-T Share; (iv) $0.00 as the estimated per share NAV per A Share; and (v) $0.00 as the estimated per share NAV per B Share, each as of March 31,
2021. Upon the Board’s receipt and review of the Appraisal Reports and recommendation of the Committee, the Board approved the foregoing values as our
Estimated Per Share NAVs.
The table below sets forth the calculation of our Estimated Per Share NAVs as of March 31, 2021, as well as the comparable calculation as of March 31,
2020. Certain amounts are reflected net of noncontrolling interests, as applicable.

3/31/2021
Components of NAV
Real Estate
Mortgage Notes Payable
Other Assets
Other Liabilities
Noncontrolling Interest
Net Asset Value
Note:
Class K-I Shares (1)
NAV
Shares Outstanding
NAV Per Share
Class K Shares (1)
NAV
Shares Outstanding
NAV Per Share
Class K-T Shares (1)
NAV
Shares Outstanding
NAV Per Share
Class A Shares
NAV
Shares Outstanding
NAV Per Share
Class B Shares
NAV
Shares Outstanding
NAV Per Share

$

$

$
$

$
$

$
$

$
$

$
$

3/31/2020

95,900,000
(53,945,139)
13,722,346
(2,385,106)
(7,192,688)
46,099,413

$

8,048,355
823,558
9.77

$

37,580,599
3,815,367
9.85

$

470,458
47,769
9.85

$

0
581,410
0.00

$

0
125,000
0.00

$

$

$

$

$

$

$

85,480,000
(49,874,504)
9,739,275
(2,733,717)
(7,446,348)
35,164,706

5,400,689
631,699
8.55

29,352,997
3,429,862
8.56

411,019
47,989
8.56

0
537,410
0.00

0
125,000
0.00

(1) In general, because the proceeds from the sale of A Shares are used to pay organization and offering expenses of K Shares, K-I Shares and K-T Shares, the
value of each of the K Shares, K-I Shares and K-T Shares is higher than if such shares paid their associated organization and offering expenses.
Methodology and Key Assumptions
In determining the Estimated Per Share NAVs, the Board considered the recommendation of the Committee, the Reports provided by Stanger and
information provided by the Advisor. Our goal in calculating the Estimated Per Share NAVs is to arrive at a value that is reasonable and supportable using what
the Committee and the Board each deems to be appropriate valuation methodologies and assumptions.
FINRA’s current rules provide no guidance on the methodology an issuer must use to determine its estimated per share NAV. As with any valuation
methodology, the methodologies used are based upon a number of estimates and assumptions that may not be accurate or complete. Different parties with
different assumptions and estimates could derive a different estimated per share NAV, and these differences could be significant. The Estimated Per Share
NAVs are not audited and does not represent the fair value of our assets less its liabilities according to U.S. generally accepted accounting principles, or GAAP,
nor does it represent a liquidation value of our assets and liabilities or the amount our shares of common stock would trade at on a national securities exchange.
The estimated asset values may not, however, represent current market value or book value. The estimated value of the Appraised Properties do not necessarily
represent the value we would receive or accept if the assets were marketed for sale. The Estimated Per Share NAVs do not reflect a discount for the fact that we
are externally managed, nor does it reflect a real estate portfolio premium/discount compared to the sum of the individual property values. The Estimated Per
Share NAVs also do not take into account estimated disposition costs and fees for real estate properties that are not held for sale.

The outbreak of the COVID-19, declared by the World Health Organization as a global pandemic on March 11, 2020, has caused and is continuing to cause
heightened uncertainty in both local and global market conditions. The effect COVID-19 will have on the real estate markets generally, and on the hospitality
industry, will depend in part on both the scale and longevity of the pandemic. While market activity is being impacted in most sectors, at this stage hospitality
and retail sectors have been most significantly impacted due to the increased response by local and global authorities, including shelter in place orders,
restriction of travel and growing international concern. Although the Estimated Per Share NAV conclusions prepared by Stanger and subsequently determined
by the Board are based on the information available at March 31, 2021, previous market information available on March 31, 2021 that was used for comparison
purposes is now less reliable to inform opinions of value. The changing responses to COVID-19 create an unprecedented set of circumstances on which to base
a judgment. Consequently, less certainty – and a higher degree of caution – should be attached to the Estimated Per Share NAVs than would normally be the
case.
Independent Valuation Firm
Stanger was selected by the Committee to appraise and provide a value on the four Appraised Properties. Stanger is engaged in the business of appraising
commercial real estate properties and is not affiliated with us or the Advisor. The compensation we paid to Stanger related to the valuation is based on the
scope of work and not on the appraised values of our real estate properties. The appraisals were performed in accordance with the Code of Ethics and the
Uniform Standards of Professional Appraisal Practice, or USPAP, the real estate appraisal industry standards created by The Appraisal Foundation. The
Appraisal Reports were reviewed, approved, and signed by an individual with the professional designation of MAI licensed in the state where each real
property is located. The use of the reports is subject to the requirements of the Appraisal Institute relating to review by its duly authorized representatives. In
preparing its Reports, Stanger did not, and was not requested to, solicit third-party indications of interest for our common stock in connection with possible
purchases thereof or the acquisition of all or any part of us.
Stanger collected reasonably available material information that it deemed relevant in appraising our real estate properties. Stanger relied in part on
property-level information provided by the Advisor, including historical and projected operating revenues and expenses and information regarding recent or
planned capital expenditures.
In conducting their investigation and analyses, Stanger took into account customary and accepted financial and commercial procedures and considerations
as they deemed relevant. Although Stanger reviewed information supplied or otherwise made available by us or the Advisor for reasonableness, they assumed
and relied upon the accuracy and completeness of all such information and of all information supplied or otherwise made available to them by any other party
and did not independently verify any such information. Stanger has assumed that any operating or financial forecasts and other information and data provided
to or otherwise reviewed by or discussed with Stanger were reasonably prepared in good faith on bases reflecting the best currently available estimates and
judgments of our management, the Board, and/or the Advisor. Stanger relied on us to advise them promptly if any information previously provided became
inaccurate or was required to be updated during the period of their review.
In performing its analyses, Stanger made numerous other assumptions as of various points in time with respect to industry performance, general business,
economic, and regulatory conditions, and other matters, many of which are beyond their control and our control. Stanger also made assumptions with respect to
certain factual matters. For example, unless specifically informed to the contrary, Stanger assumed that we have clear and marketable title to each real estate
property appraised, that no title defects exist, that any improvements were made in accordance with law, that no hazardous materials are present or were present
previously, that no significant deed restrictions exist, and that no changes to zoning ordinances or regulations governing use, density, or shape are pending or
being considered. Furthermore, Stanger’s analyses, opinions, and conclusions were necessarily based upon market, economic, financial, and other
circumstances and conditions existing as of or prior to the date of the Appraisal Reports, and any material change in such circumstances and conditions may
affect Stanger’s analyses and conclusions, including changes due to the ongoing Coronavirus (COVID-19) pandemic and related economic effects. The
Appraisal Reports contain other assumptions, qualifications, and limitations that qualify the analyses, opinions, and conclusions set forth therein. Furthermore,
the prices at which our real estate properties may actually be sold could differ from Stanger’s analyses.

Stanger is actively engaged in the business of appraising commercial real estate properties similar to those owned by us in connection with public security
offerings, private placements, business combinations, and similar transactions. We do not believe that there are any material conflicts of interest between
Stanger, on the one hand, and us, the Advisor, and their affiliates, on the other hand. We engaged Stanger, with approval from the Committee, to deliver its
Reports to assist in the NAV calculation and Stanger received compensation for those efforts. In addition, we have agreed to indemnify Stanger against certain
liabilities arising out of this engagement. In the three years prior to the date of this filing, Stanger was engaged by us in connection with the March 31, 2020,
March 31, 2019 and the February 28, 2018 estimated per share NAVs for which Stanger was paid usual and customary fees. Stanger may from time to time in
the future perform other services for us, so long as such other services do not adversely affect the independence of Stanger as certified in the applicable
Appraisal Reports.
Although Stanger considered any comments received from us or the Advisor relating to their Reports, the final appraised values of our real estate
properties were determined by Stanger for the Appraised Properties. The Reports are addressed solely to the Committee to assist it in calculating and
recommending to the Board an estimated per share NAV of our common and capital stock. The Reports are not addressed to the public, may not be relied upon
by any other person to establish an estimated per share NAV of our common and capital stock, and do not constitute a recommendation to any person to
purchase or sell any shares of our common and capital stock.
The foregoing is a summary of the standard assumptions, qualifications, and limitations that generally apply to the Reports. The Reports, including the
analysis, opinions, and conclusions set forth in such reports, are qualified by the assumptions, qualifications, and limitations set forth in the respective reports.
Real Estate Valuation
As described above, we engaged Stanger to provide an appraisal of the Appraised Properties consisting of four properties in our portfolio as of March 31,
2021. In preparing the Appraisal Report, Stanger, among other things:
·
·
·

interviewed our officers or the Advisor’s personnel to obtain information relating to the physical condition of each Appraised Property, including
known environmental conditions, status of ongoing or planned property additions and reconfigurations, and other factors for such leased properties;
reviewed historical operating statements, revenue per available room, average daily rate, occupancy for the subject properties and competing
properties, current tax information and a review of tax comparable properties, where appropriate; and
reviewed the acquisition criteria and parameters used by real estate investors for properties similar to the subject Properties, including a search of real
estate data sources and publications concerning real estate buyer's criteria, discussions with sources deemed appropriate, and a review of transaction
data for properties similar to the Properties.

Stanger employed the Income Approach and Sales Comparison Approach, each described below, to estimate the value of the Appraised Properties. The
Income Approach is based on the assumption that the value of a property is dependent upon the property’s ability to produce income. In the Income Approach,
a discounted cash flow, or DCF, analysis was used to determine the value of the fee simple or leased fee estate, as applicable, in the Appraised Properties. The
indicated value by the Income Approach represents the amount an investor may pay for the expectation of receiving the net cash flow from the property and the
proceeds from the ultimate sale of the property.
The Sales Comparison Approach utilizes indices of value derived from actual or proposed sales of comparable properties to estimate the value of the
subject Property. The appraiser analyzed such comparable sale data as was available to develop a market value conclusion for the subject Property.
Stanger prepared the Appraisal Reports, which summarize key inputs and assumptions, providing a value for each of the Appraised Properties using
financial information provided by us and the Advisor. From such review, Stanger selected the appropriate terminal capitalization rate and discount rate in its
DCF analysis and the appropriate price per room in its sales comparison analysis.
As of March 31, 2021, we owned an interest in four real estate assets. The total aggregate purchase price of these properties was approximately $74.6
million. In addition, through the Valuation Date, we had invested $1.7 million in capital improvements on these real estate assets since inception. As of the
Valuation Date, the total value of the Appraised Properties at our respective ownership interest was approximately $79.7 million. This represents an
approximately 4.3% increase in the total value of the real estate assets over the aggregate purchase price and aggregate improvements. The following
summarizes the key assumptions that were used in the discounted cash flow and direct capitalization analysis to arrive at the appraised value of the Appraised
Properties:

Range
Terminal Capitalization Rate
Discount Rate
Income and Expense Growth

8.25%
10.00%

9.50%
11.00%
3.00%

Weighted Average
8.81%
10.57%
3.00%

While we believe that Stanger’s assumptions and inputs are reasonable, a change in these assumptions and inputs would impact the calculation of the
appraised value of the Appraised Properties. The table below illustrates the impact on the appraised values, before noncontrolling interest adjustments, if the
terminal capitalization rates, discount rates and direct capitalization rates were adjusted by 25 basis points or 5.0%, assuming the value conclusion for each
Appraised Property is based on the method being sensitized and all other factors remain unchanged:

Terminal Capitalization Rate
Discount Rate

$
$

Increase
25 Basis Points
(1,270,173)
(1,619,867)

Estimated Impact to Appraised Values Due to:
Decrease
Increase
25 Basis Points
5.0%
$
1,323,319
$
(2,182,787)
$
1,634,506
$
(3,381,937)

$
$

Decrease
5.0%
2,348,131
3,492,099

Loan Valuation
Values for our consolidated secured notes payable, or the Secured Notes Payable, were estimated by Stanger using a discounted cash flow analysis, which
used inputs based on the remaining loan terms and estimated current market interest rates for notes payable with similar characteristics, including remaining
loan term, loan-to-value ratios, debt-service-coverage ratios, prepayment terms, and collateral property attributes. The current market interest rate was generally
determined based on market rates for available comparable debt. The estimated current market interest rates ranged from 3.06% to 6.60% for the Secured Notes
Payable.
As of March 31, 2021, Stanger’s estimated fair value of our Secured Notes Payable was $53.9 million, before noncontrolling interest adjustments. The
weighted-average discount rate applied to the future estimated debt payments of the Secured Notes Payable was approximately 5.33%.
While we believe that Stanger’s assumptions and inputs are reasonable, a change in these assumptions and inputs would impact the calculation of the
estimated value of our Secured Notes Payable. The table below illustrates the impact on the estimated value of the Secured Notes Payable, before
noncontrolling interest adjustments, if the market interest rate of the Secured Notes Payable were adjusted by 25 basis points or 5.0%, and assuming all other
factors remain unchanged:

Decrease
25 Basis Points
($319,800)

Estimated Impact to Fair Market Value of the Secured Notes due to:
Increase
Decrease
25 Basis Points
5.0%
$332,500
($396,500)

Increase
5.0%
$401,500

Cash, Other Assets, Other Liabilities and Credit Facility
The fair value of our cash, other assets and other liabilities were estimated by the Advisor to approximate carrying value as of the Valuation Date.
The carrying value of a majority of our other assets and liabilities are considered to equal their fair value due to their short maturities or liquid nature.
Certain balances, such as intangible assets and liabilities and deferred financing costs, have been eliminated for the purpose of the valuation due to the fact that
the value of those balances were already considered in the valuation of the respective investments.
Different parties using different assumptions and estimates could derive different estimated per share NAVs, and these differences could be significant. The
value of our shares will fluctuate over time in response to developments related to individual assets in our portfolio and the management of those assets and in
response to the real estate and finance markets.

Common Share Preferred Return
The Estimated Per Share NAV was calculated inclusive of the K Share Hurdle to each share class, net of any distributions made, from inception of us
through the Valuation Date.
The Board’s Determination of the Estimated Per Share NAVs
Based upon a review of the Reports provided by Stanger, upon the recommendation of the Committee, the Board estimated the per share NAV for (i) the
K-I Shares to be $9.77; (ii) the K Shares to be $9.85; (iii) the K-T Shares to be $9.85; (iv) the A Shares to be $0.00; and (v) the B Shares to be $0.00.
Limitations of Estimated Per Share NAVs
The various factors considered by the Board in determining the Estimated Per Share NAVs were based on a number of assumptions and estimates that may
not be accurate or complete. As disclosed above, we are providing the Estimated Per Share NAVs to assist broker-dealers that participate, or participated, in our
public offering in meeting their customer account statement reporting obligations. As with any valuation methodology, the methodologies used are based upon
a number of estimates and assumptions that may not be accurate or complete. Different parties with different assumptions and estimates could derive different
estimated per share NAVs. The Estimated Per Share NAVs are not audited and do not represent the fair value of our assets or liabilities according to GAAP.
Accordingly, with respect to the Estimated Per Share NAVs, we can give no assurance that:
·
·
·
·
·

a stockholder would be able to resell his or her K-I Shares, K Shares and K-T Shares at the K Share Estimated Per Share NAVs;
a stockholder would ultimately realize distributions per share equal to our Estimated Per Share NAV upon liquidation of our assets and settlement of
its liabilities or a sale of us;
our K-I Shares, K Shares and K-T Shares would trade at the Estimated Per Share NAVs on a national securities exchange;
a different independent third-party appraiser or other third-party valuation firm would agree with our Estimated Per Share NAVs; or
the Estimated Per Share NAVs, or the methodology used to estimate our Estimated Per Share NAVs, will be found by any regulatory authority to
comply with ERISA, the Internal Revenue Code of 1986, as amended or other regulatory requirements. Similarly, the amount a stockholder may
receive upon repurchase of his or her shares, if he or she participates in our share repurchase program, may be greater than or less than the amount a
stockholder paid for the shares, regardless of any increase in the underlying value of any assets owned by us.

The Estimated Per Share NAVs are based on the estimated value of our assets less the estimated value of our liabilities divided by the number of shares
outstanding on an adjusted fully diluted basis, calculated as of March 31, 2021.
Further, the value of our shares will fluctuate over time as a result of, among other things, developments related to individual assets and responses to the
real estate and capital markets. The Estimated Per Share NAVs do not reflect a discount for the fact that we are externally managed, nor do they reflect a real
estate portfolio premium/discount versus the sum of the individual property values. The Estimated Per Share NAVs also do not take into account estimated
disposition costs and fees for real estate properties that are not held for sale. We currently expect to utilize an independent valuation firm to update the
Estimated Per Share NAVs as of March 31, 2021, in accordance with the IPA Valuation Guidelines, but is not required to update the Estimated Per Share NAVs
more frequently than annually.
On April 7, 2020, in response to the global pandemic of the novel coronavirus (COVID-19), the Board approved the temporary suspension of the sale of
shares in our public offering, effective April 7, 2020, and of its distribution reinvestment plan, effective April 17, 2020. On June 10, 2020, our board of
directors unanimously approved the resumption of the acceptance of subscriptions and the resumption of the operation of the DRIP.

The Board expects to modify the prices at which K Shares, K-I Shares and K-T Shares are offered pursuant to the public offering to reflect the updated
Estimated Per Share NAVs. The decision to recommence selling shares of our common stock in the public offering and new offering prices has been approved
by the Board and will commence effective with a future announcement by us in a prospectus supplement.
Revised Public Offering Share Prices
The following information supplements, and should be read in conjunction with, all discussions contained in our prospectus regarding the public offering
share prices:
Commencing on June 10, 2021, the offering price per share of the K Shares will be $9.85 per K Share, the offering price per share of the K-I Shares will be
$9.09 per K-I Share (which includes a 7% discount as no commission is payable with respect to such shares) and offering price per share of the K-T Shares will
be $9.85 per K-T Share, which each reflect the share valuation (and appropriate discounts).
All subscriptions for shares in the public offering that are received in good order and fully funded by the close of business on June 9, 2021 will be
processed using the $8.56 per K Share public offering price, $7.95 per K-I Share public offering price and $8.56 per K-T Share public offering price; all
subscriptions for shares in the public offering received and/or funded after the close of business on June 9, 2021 will be processed using a $9.85 per Class K
share public offering price, $9.09 per Class K-I share public offering price and $9.85 per Class K-T share public offering price.
Revised Purchase Prices under the Distribution Reinvestment Plan
The following information supplements, and should be read in conjunction with, all discussions contained in our prospectus regarding the purchase prices
under DRIP:
The Board determined that commencing on the date of the next monthly DRIP offering, the DRIP offering price per share of each of the K Shares, the K-I
Shares and the K-T Shares will be $9.36 per share. As provided under the DRIP, a participant may terminate or modify his or her participation in the DRIP at
any time without penalty by delivering a written notice to us.
Any Estimated Per Share NAV approved by the Board in the future may be higher or lower than the most recently disclosed Estimated Per Share NAV for
each of the K Shares, K-I Shares and K-T Shares, which may cause the purchase prices under the DRIP to increase or decrease accordingly. The prices under
the DRIP are not a representation, warranty or guarantee that (i) a stockholder would be able to realize such per share amounts if such stockholder attempts to
sell his or her shares; (ii) a stockholder would ultimately realize distributions per share equal to such per share amounts upon the liquidation or sale of us;
(iii) shares of our common stock would trade at such per share amounts on a national securities exchange; or (iv) a third party would offer such per share
amounts in an arm’s-length transaction to purchase all or substantially all of our shares of common stock.
Revised Repurchase Prices under the Share Repurchase Program
The following information supplements, and should be read in conjunction with, all discussions contained in our prospectus regarding the repurchase
prices under the share repurchase program:
Our amended and restated share repurchase program, or the Share Repurchase Program, provides that the price for shares repurchased under the Share
Repurchase Program will be a percentage of the most recent Estimated Per Share NAVs of each share class, as adjusted based on a stockholder’s relevant
holding period (in each case, as adjusted for any stock dividends, combinations, splits, recapitalizations and the like); provided, however, that repurchases for
death and qualifying disabilities of stockholders are repurchased at a repurchase price equal to 100% of the applicable Estimated Per Share NAV of each share
class. The Board’s determination of the estimated values of each of the K Shares, K-I Shares and K-T Shares shall serve as the most recent estimated value for
K Shares, K-I Shares, and K-T Shares for purposes of the Share Repurchase Program, effective June 10, 2021.
For a full description of the Share Repurchase Program, please see our most recent prospectus.

Volume Discounts
The following supersedes and replaces the section titled, “Plan of Distribution—Volume Discounts” beginning on page 240 of the Prospectus:
The dealer manager may, at its sole discretion, enter into an agreement with a participating broker-dealer whereby such participating broker-dealer may
aggregate subscriptions as part of a combined order for the purpose of offering investors reduced aggregate selling commissions. Any reduction in the selling
commissions arising from such volume discounts would be prorated among the separate subscribers.
The following table illustrates the various selling commissions discount levels that will be offered to qualifying purchasers by participating broker-dealers
for K Shares purchased in this offering:

Dollar Amount of K Shares Purchased
$499,999 or less
$500,000 – $999,999
$1,000,000 – $1,999,999
$2,000,000 – $2,999,999
$3,000,000 – $4,999,999
$5,000,000 – $9,999,999
$10,000,000 and above

Selling Commission
Percentage

Dealer
Manager Fee
7.0%
6.0%
5.0%
4.0%
3.0%
2.0%
1.0%

3.0%
3.0%
3.0%
3.0%
3.0%
3.0%
3.0%

$
$
$
$
$
$
$

Purchase Price Per
K Share to Investor
9.85
9.75
9.66
9.56
9.47
9.38
9.29

The table above is calculated assuming a purchase price (prior to any discounts) per K Share of $9.85 per share. An investor’s purchase of K Shares may
be aggregated for purposes of applying the discounts set forth in the table above.
In the event an investor wishes to have its subscriptions combined (to the extent purchases were made within one year), that investor must request such
treatment in writing at the time of that person’s subscription and identify the subscriptions to be combined. Any combination request will be subject to our
verification that the subscriptions to be combined are made by a single qualifying purchaser and made within one year. If the subscription agreements for the
combined subscriptions of a single qualifying purchaser are submitted at the same time, then the selling commissions payable and the discounted K Share
purchase price will be allocated pro rata among the combined subscriptions on the basis of the respective subscription amounts being combined. Otherwise, the
volume discount provisions will apply only to the subscription that qualifies the single qualifying purchaser for the volume discount and the subsequent
subscriptions of that single qualifying purchaser.
Please consult with your financial advisor and broker-dealer about the ability to receive volume discounts through any of the circumstances described
above.

Entry into Agreement to Purchase Property
The following information supplements, and should be read in conjunction with, the section of our prospectus entitled “Investment Objectives, Strategy
and Policies – Description of Real Estate Investments” beginning on page 121 of our prospectus:
On April 28, 2021, an affiliate of our sponsor entered into a purchase and sale agreement to purchase the Cherry Tree Inn and Suites located in Traverse
City, Michigan, or the Cherry Tree Inn, for a purchase price of $15.0 million. The sellers were non-affiliated third parties, or the Seller. Pursuant to the purchase
and sale agreement, on June 3, 2021 the purchaser assigned its rights under the purchase and sale agreement to a wholly owned subsidiary of our operating
partnership, or the Assignee.
Pursuant to the purchase and sale agreement, on June 3, 2021, or the Initial Closing, the Assignee and the Seller entered into a ground lease, with Assignee
as tenant and Seller as landlord. The ground lease commenced at Initial Closing and will expire on the earlier to occur of (a) one (1) year following the Initial
Closing, (b) the Final Closing (as defined in the Purchase and Sale Agreement) and (c) the earlier termination of the Purchase and Sale Agreement, unless
terminated earlier or extended by mutual consent of the parties. The rent amount payable under the ground lease is $100 per month plus all principal and
interest due under the Promissory Note (as defined below), plus reimbursement of property insurance premiums applicable to the property.
Prior to the Initial Closing, the Cherry Tree Inn was encumbered by a mortgage loan, or the Current Loan. As a condition precedent to the Seller’s
obligation to enter into the ground lease, at the Initial Closing, Seller and an affiliate of the sponsor entered into a loan in the principal amount of $7,689,593.65
secured by a promissory note, or the Promissory Note, and mortgage. The loan has a fixed interest rate of 5.785% per annum and matures on the earlier of
(A) sixty (60) days following the termination of the Purchase Agreement prior to the Final Closing (provided, however, if the Purchase Agreement is
terminated due to an event of default by Borrower, as Seller thereunder, upon such default, (B) six (6) months following the termination of the Purchase
Agreement prior to the Final Closing if terminated due to an event of default by the Buyer under the Purchase Agreement, and (C) the Final Closing (as defined
in the Purchase Agreement). With the proceeds from the loan, Seller caused the Current Loan to be paid in full at the Initial Closing. Pursuant to the purchase
and sale agreement, at the Final Closing, Seller will pay the loan in full and Seller and the Assignee will terminate the ground lease and consummate the sale of
the Cherry Tree Inn, and thereafter the Assignee will become the fee owner of the Cherry Tree Inn. We expect the Final Closing to occur within the next six
months, subject to the satisfaction or waiver of certain closing conditions set forth in the purchase and sale agreement. There can be no assurance that we will
complete the acquisition of the Cherry Tree Inn. We intend to acquire the Cherry Tree Inn using net offering proceeds from our public offering and debt.
On June 3, 2021, a wholly owned subsidiary of the operating partnership, or the Owner, entered into a hotel management agreement with an affiliate of the
sponsor, or the Manager, to manage the Cherry Tree Inn. Under the agreement, Manager will provide all property management, financial accounting, reporting,
advertising, and other operational services for the Cherry Tree Inn, and employees for operating the hotel. The Owner will fund budgeted capital expenditures
and operating expenses, except those expenses not related to the operation of the hotel. The Owner is responsible for obtaining and maintaining insurance
policies with respect to the property, except for insurance relating to employment matters, which is provided by Manager. Manager will receive a hotel
management fee each fiscal year equal to 3% of total operating revenues of the Cherry Tree Inn. The agreement has an initial term of 10 years, with four
automatic one-year renewals, unless otherwise terminated in accordance with the agreement. The agreement was approved by a majority of our board of
directors (including a majority of the independent directors) not otherwise interested in the transaction as fair, competitive, and commercially reasonable and no
less favorable to us than a comparable hotel management agreement between unaffiliated parties under the same circumstances.
The Cherry Tree Inn is located on the East Bay of Grand Traverse Bay in Traverse City, Michigan. Featuring 400 feet of sand beach and situated directly
off US 31, the major surface street along the water in Traverse City, this property has excellent access within the local area as well as to the area highways.
Traverse City is widely regarded as the premier tourist destination in the state of Michigan, with the East and West Bays of the Grand Traverse Bay being the
primary attraction, while extensive golf options, wineries, casino gaming, and shopping are also available in the area. Traverse City is a year-round lodging
market, with the strongest demand periods being June - October and January - March. The Cherry Tree Inn and Suites on the Beach is a unique property
featuring suites, standard guestrooms, long-term stay units, and waterfront and street side units. Additionally, this property includes a lobby, sunroom, library,
continental breakfast area, meeting room, indoor and outdoor swimming pools, exercise facility, whirlpool, and on-site surface parking.
Additionally, we anticipate a positive impact to expense management and overall performance at the Cherry Tree Inn and Suites on the Beach as we expect
the hotel should benefit from its proximity to the Hotel Indigo Traverse City property, also owned by the Company. We expect that various economies of scale,
purchasing power, shared human resource management, sales and marketing, and revenue management efforts between the two hotels should be beneficial to
the Company. We expect the Final Closing to occur within the next six months, subject to the satisfaction or waiver of certain closing conditions set forth in the
purchase and sale agreement. There can be no assurance that we will complete the acquisition of the Cherry Tree Inn. We intend to acquire the Cherry Tree Inn
with net offering proceeds from this offering and debt.

