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The information in this prospectus is not complete and may be changed. We may not sell these
securities until the registration statement filed with the Securities and Exchange Commission is
effective. This prospectus is not an offer to sell these securities nor is it a solicitation of an offer
to buy these securities in any jurisdiction where an offer or sale thereof is not permitted.
Subject to Completion
Preliminary Prospectus, dated December 7, 2020
PROSPECTUS
Up to 4,000,000 Shares

Common Stock

We are issuing at no charge to the holders of our common stock and 6.25% Series E Cumulative Convertible Preferred
Stock, or the Series E Preferred Stock, subscription rights to purchase up to an aggregate of 4,000,000 shares of our common
stock at a cash subscription price of $2.50 per whole share, or the subscription price. We are offering to each of our holders of
common stock one subscription right for each full share of common stock owned by that holder as of the close of business
on
, or the record date. Pursuant to the terms of the Series E Preferred Stock, we are offering the holders of our Series E
Preferred Stock, 668,111 subscription rights, equal to the number of shares of common stock into which the Series E Preferred
Stock may be converted as of the record date. Each subscription right will entitle its holder to purchase 0.31556 share of our
common stock.
The total purchase price of shares offered in this rights offering will be $10.0 million, although we do not know how
many of the subscription rights will be exercised. We are not requiring a minimum individual or overall subscription to
complete the rights offering.
We have entered into a backstop agreement, or the Backstop Agreement, with SREP III Flight-Investco 2, L.P., or SREP
III, an affiliate of StepStone Group Real Estate LP, or StepStone. Pursuant to the Backstop Agreement, we agreed to issue and
sell and SREP III agreed to purchase from us, at a price per share equal to the subscription price, an aggregate number of shares
of our common stock equal to (x) $10.0 million minus (y) the aggregate proceeds of this rights offering, divided by the
subscription price, which we refer to as the Backstop Commitment, subject to the terms and conditions of the Backstop
Agreement. As of the record date for this rights offering, SREP Flight-Investco, L.P., or SREP, an affiliate of StepStone and
SREP III beneficially owned approximately 24.2% of our outstanding common stock, and three of our nine directors are
designated for election as directors pursuant to an agreement with SREP. The purchase of shares of our common stock by
SREP III pursuant to the Backstop Commitment would be effected in a transaction exempt from the registration requirements
of the Securities Act of 1933, as amended, or the Securities Act, and would not be registered pursuant to the registration
statement of which this prospectus forms a part.
Efanur S.A., or Efanur, an affiliate of IRSA Inversiones y Representaciones Sociedad Anónima, or IRSA, has advised us
that it intends to fully exercise all subscription rights issued to it is the rights offering, which subscription rights entitles
Efanur to purchase, 1,111,823 shares of our common stock in this rights offering.
The subscription rights will expire if they are not exercised by 5:00 p.m., Eastern time, on
, the expiration date of
this rights offering. We reserve the right to amend or modify the terms of the rights offering at any time. We may, in our sole
discretion, extend the period for exercising the subscription rights. We will extend the duration of this rights offering as
required by applicable law, and may choose to extend it if we decide that changes in the market price of our common stock
warrant an extension or if we decide to give investors more time to exercise their subscription rights in this rights offering.
Once you have exercised your subscription rights, your exercise may not be revoked. Subscription rights that are not exercised
by the expiration date of this rights offering will expire and will have no value and the shares of common stock issuable
pursuant to those subscription rights will be purchased by SREP pursuant to the Backstop Commitment. You should
carefully consider whether or not to exercise your subscription rights before the expiration date.
The subscription rights are not transferable. Subscription rights not exercised before the expiration date will be void and
of no value. See “The Rights Offering.”
This rights offering is being made directly by us. We are not using an underwriter or selling agent. We have engaged
Broadridge Corporate Issuer Solutions, Inc., or Broadridge, to serve as our subscription and information agent for this rights
offering. Broadridge will hold in escrow the funds we receive from subscribers until we complete or cancel this rights offering.
Our common stock currently trades on the NYSE American stock exchange, under the symbol “CDOR.” The last
reported sale price of our common stock on the NYSE American stock exchange on
was $
per share.
Investing in our common stock involves a high degree of risk. See “Risk Factors” beginning on page 12 of this
prospectus and in “Item 1A. Risk Factors” in our Annual Report on Form 10-K for the year ended December 31, 2019

for a discussion of certain risk factors that you should consider before investing in our common stock.
Per
Share

Total

Rights offering subscription price

$2.50

$10,000,000

Estimated expenses

$

$

Net proceeds, to us

$

$

Neither the Securities and Exchange Commission nor any state securities commission has approved or
disapproved these securities or passed upon the adequacy or accuracy of this prospectus. Any representation to the
contrary is a criminal offense.

The date of this prospectus is

, 20

TABLE OF CONTENTS

TABLE OF CONTENTS
PROSPECTUS SUMMARY

1

QUESTIONS AND ANSWERS RELATING TO THE RIGHTS OFFERING

5

RISK FACTORS

12

FORWARD-LOOKING STATEMENTS

17

USE OF PROCEEDS

18

CAPITALIZATION

19

THE RIGHTS OFFERING

20

THE BACKSTOP AGREEMENT

27

THE LOANS

28

DESCRIPTION OF CAPITAL STOCK

31

DESCRIPTION OF CERTAIN MATERIAL PROVISIONS OF MARYLAND LAW, OUR ARTICLES OF
INCORPORATION AND OUR BYLAWS

39

DESCRIPTION OF THE LIMITED PARTNERSHIP AGREEMENT OF CONDOR HOSPITALITY LIMITED
PARTNERSHIP

43

MATERIAL FEDERAL INCOME TAX CONSIDERATIONS

46

PLAN OF DISTRIBUTION

72

LEGAL MATTERS

73

EXPERTS

73

INCORPORATION BY REFERENCE

73

WHERE YOU CAN FIND MORE INFORMATION

73

You should rely only on the information contained in this prospectus or information to which we have referred
you, including any information incorporated by reference herein. We have not authorized any other person to
provide you with different information. If anyone provides you with different or inconsistent information, you should
not rely on it. We are not making an offer to sell these securities in any jurisdiction where the offer or sale is not
permitted. The information in this prospectus, any free writing prospectus prepared by us and the documents
incorporated by reference herein is current as of their respective dates or on the date or dates specified in those
documents. Our business, financial condition, results of operations and prospects may have changed since those
dates.
This prospectus, including the documents incorporated by reference herein, contains registered trademarks that
are the exclusive property of their respective owners, which are companies other than us. None of these trademark
owners, their parents, subsidiaries or affiliates or any of their respective officers, directors, members, managers,
shareholders, owners, agents or employees is an issuer or underwriter of the securities being offered hereby, plays
(or will play) any role in the offer or sale of our securities or has any responsibility for the creation or contents of this
prospectus, including the documents incorporated by reference herein. 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 incorporated by reference in this prospectus or otherwise disseminated in
connection with the offer or sale of the securities offered by this prospectus.
i
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PROSPECTUS SUMMARY
The following summary provides an overview of certain information about the Company and this rights
offering and may not contain all the information that is important to you. This summary is qualified in its entirety
by, and should be read together with, the information contained in other parts of this prospectus and the
documents we incorporate by reference. You should read this entire prospectus and the documents that we
incorporate by reference carefully before making a decision about whether to invest in our securities. References
to the “Company”, “Condor”, “we,” “our,” and “us,” refer to Condor Hospitality Trust, Inc., including, as the
context requires, its direct and indirect subsidiaries.
Overview
We were incorporated in Virginia on August 23, 1994 and we reincorporated in Maryland on November 19, 2014.
Our common stock began trading on October 30, 1996 and today trades under the symbol “CDOR” on the NYSE
American stock exchange.
The Company is a self-administered real estate investment trust, or “REIT”, for federal income tax purposes that
specializes in the investment and ownership of high-quality select-service, limited-service, extended stay, and
compact full service hotels. As of the date of this prospectus, the Company owned 15 hotels, representing 1,908
rooms, in eight states.
We conduct our business through a traditional umbrella partnership REIT, or UPREIT, in which our hotel
properties are owned by our operating partnership, Condor Hospitality Limited Partnership and its subsidiaries, or
the operating partnership, for which one of our wholly-owned subsidiary we serve as general partner. As of the date
of this prospectus, we owned an approximate 99.9% ownership interest in the operating partnership. In the future, the
operating partnership may issue limited partnership interests to third parties from time to time in connection with our
acquisition of hotel properties or the raising of capital.
In order for the income from our hotel property investments to constitute “rents from real properties” for
purposes of the gross income tests required by the Internal Revenue Service, or “IRS”, for REIT qualification, the
income we earn cannot be derived from the operation of any of our hotels. Therefore, the operating partnership and
its subsidiaries lease our hotel properties to the Company’s wholly owned taxable REIT subsidiary, TRS Leasing,
Inc., and its wholly owned subsidiaries, or “the TRS”. The TRS in turn engages third-party eligible independent
contractors to manage the hotels. Our independent management companies are not affiliated with us or our
management team. The operating partnership, the TRS, and their respective subsidiaries are consolidated into the
Company’s financial statements.
The Rights Offering and Backstop Commitment
The Rights Offering
We are distributing at no charge to the holders of our common stock and our Series E Preferred Stock and as
of
, which we refer to as the record date, non-transferable subscription rights to purchase up to an
aggregate of 4,000,000 new shares of our common stock. We will distribute to each holder, who we refer to as a
subscription rights holder or you, one non-transferable right for every share of our common stock that you own on
the record date (1 for 1) and one non-transferable right for every 1.3845 shares of Series E Preferred Stock that you
own on the record date (1 for 1.3845). Each subscription right entitles the subscription rights holder to purchase
0.31556 shares of our common stock, which we refer to as the subscription right, at the subscription price of $2.50 per
whole share of our common stock, which we refer to as the subscription price.
Subscription rights holders will not be entitled to subscribe for additional shares of our common stock that
remain unsubscribed as a result of any unexercised subscription rights.
Exercise of Subscription Rights
Subscription rights may be exercised at any time during the subscription period, which commences on
,
and ends at 5:00 p.m., New York City time, on
, the expiration date, unless extended by us. The subscription
rights are non-transferable.
Subscription rights may only be exercised in aggregate for whole numbers of shares of our common stock; no
fractional shares of our common stock will be issued in this rights offering. All exercises of subscription rights are
irrevocable.
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Non-Transferability of Subscription Rights
The subscription rights are evidenced by a subscription certificate and are non-transferable. The subscription
rights will not be listed for trading on the NYSE American stock exchange. The shares of our common stock issued in
this rights offering will be listed on the NYSE American stock exchange.
Backstop Commitment; Backstop Agreement Loan
On December 7, 2020, we entered into a backstop agreement, or the Backstop Agreement, with SREP III, an
affiliate of SREP and StepStone. Pursuant to the Backstop Agreement, we agreed to issue and sell to SREP III, and
SREP III agreed to purchase from us, an aggregate number of shares of our common stock equal to (x) $10.0 million,
minus (y) the aggregate proceeds of this rights offering divided by the subscription price, at a price per share equal
to the subscription price, subject to the terms and conditions of the Backstop Agreement. We refer to the transaction
contemplated by the Backstop Agreement as the Backstop Commitment. The closing of the transactions
contemplated by the Backstop Agreement is subject to satisfaction or waiver of customary conditions, including
compliance with covenants and the accuracy of representations and warranties provided in the Backstop Agreement,
and the consummation of this rights offering. For additional information on the Backstop Agreement, see “The
Backstop Agreement.”
The purchase of shares by SREP III pursuant to the Backstop Agreement would be effected in a transaction
exempt from the registration requirements of the Securities Act, and would not be registered pursuant to the
registration statement of which this prospectus forms a part. SREP III will be entitled to certain registration rights with
respect to shares of our common stock they acquire under the Backstop Commitment, pursuant to the Investor
Rights Agreement dated March 16, 2016 by and among us, SREP and StepStone. See “The Backstop Agreement—
Registration Rights.”
StepStone Loan
On November 18, 2020, we entered into a convertible promissory note and loan agreement, or the StepStone
Loan, with SREP III, pursuant to which SREP III loaned us $7,220,443. We applied the proceeds of the StepStone
Loan and the IRSA Loan (defined herein) to partially repay borrowings under our credit facility in connection with a
requirement of the lenders on our credit facility for modification of our credit facility to, among other things, extend
the maturity date of the credit facility to January 2, 2023 and revise certain covenants in a manner favorable to the
Company. SREP III is permitted to apply amounts owed to it by the Company under the StepStone Loan to purchase
shares of our common stock pursuant to the Backstop Commitment, and any portion of the StepStone Loan
remaining unpaid will be repaid with the net proceeds from this rights offering. See “The Loans”.
IRSA Loan
On November 18, 2020, we entered into a convertible promissory note and loan agreement, or the IRSA Loan,
with Efanur, an affiliate of IRSA, pursuant to which Efanur loaned us $2,779,557. We applied the proceeds of the
IRSA Loan and the StepStone Loan to partially repay borrowings under our credit facility in connection with a
requirement of the lenders on our credit facility, for modification of our credit facility to, among other things, extend
the maturity date of the credit facility to January 2, 2023 and revise certain covenants in a manner favorable to the
Company. Efanur has advised that it will apply monies owed to it under the IRSA Loan to fully exercise subscription
rights granted to it in this rights offering. See “The Loans”.
Special Shareholders Meeting
As a condition to the commencement of this rights offering, the Company expects to hold a special shareholders
meeting before January 31, 2021 and receive approval of the holders of its common stock to approve the issuance of
the common stock, and any change of control that could result from the issuance of the common stock in this rights
offering or otherwise pursuant to the StepStone Loan or the IRSA Loan, as required pursuant to NYSE American
Company Guide Rule 713. In connection with the entry into of the StepStone Loan and the IRSA Loan, the Company
entered into separate voting agreements, or the Voting Agreements, with (a) StepStone, StepStone Rep III (GP), LLC,
StepStone Group Real Estate Holdings LLC and SREP, collectively, the StepStone Shareholders, which are affiliates
of SREP III, and (b) the Real Estate Investment Group VII L.P., Real Estate Strategies L.P. and Efanur, collectively, the
IRSA Shareholders, which are affiliates of Efanur and
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IRSA. Pursuant to the Voting Agreements, each of the StepStone Shareholders and IRSA Shareholders separately
committed to vote their voting securities in the Company at a special meeting of shareholders to approve the
issuance of the common stock, and any change of control that could result from the issuance of the common stock in
this rights offering or otherwise pursuant to the StepStone Loan or the IRSA Loan, as required pursuant to NYSE
American Company Guide Rule 713. The aggregate voting power of the StepStone Shareholders and IRSA
Shareholders committed to vote affirmatively for such matters is sufficient to assure approval of such matters at a
special shareholders meeting. See “The Loans”.
Use of Proceeds
We intend to use the net proceeds received from the exercise of the subscription rights to repay the portion of
the StepStone Loan we owe to SREP III that is not used to purchase shares of our common stock pursuant to the
Backstop Commitment. See “Use of Proceeds.”
Subscription and Information Agent
Broadridge will act as the subscription and information agent in connection with this rights offering. You may
contact Broadridge, which we refer to as the subscription or information agent, with questions toll-free at (855) 7935068.
How to Obtain Subscription Information
•

Contact your broker-dealer, trust company, or other nominee where your subscription rights are held, or

•

Contact the information agent toll-free at (855) 793-5068.

How to Subscribe
•

Deliver a completed subscription certificate and the required payment to the subscription agent by the
expiration date, or

•

If your shares are held in an account with your broker-dealer, trust company, bank or other nominee, which
qualifies as an Eligible Guarantor Institution under Rule 17Ad-15 of the Securities Exchange Act of 1934, as
amended, or the Exchange Act, have your Eligible Guarantor Institution deliver a notice of guaranteed
delivery to the subscription agent by the expiration date.

Important Dates to Remember
Set forth below are certain important dates for this rights offering, which are generally subject to extension:
Record Date
Commencement Date
Expiration Date
Deadline for Delivery of Subscription Certificates and Payment for Shares(1)
Deadline for Delivery of Notice of Guaranteed Delivery(1)
Deadline for Delivery of Subscription Certificates and Payment for Shares pursuant
to Notice of Guaranteed Delivery
Anticipated delivery of common stock purchased in this rights offering

(1)

Participating subscription rights holders must, by the expiration date of this rights offering (unless this rights offering is
extended), either (i) deliver a subscription certificate and payment for shares or (ii) cause to be delivered on their behalf a notice
of guaranteed delivery.

Ownership Restrictions
A subscription rights holder may not exercise subscription rights to the extent that any such exercise would
result in such holder beneficially owning more than 9.9% of our issued and outstanding common stock after giving
effect to such holder’s purchase under the subscription rights unless we exempt the limitation and such ownership
does not result in the loss of our REIT status.
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Risk Factors
Investing in our common stock involves a high degree of risk. You should consider carefully the information
discussed in “Risk Factors.” Some of these risks include the following:
•

there is a limited public market for our common stock and the market price may trade below the subscription
price

•

our senior credit facility currently prohibits us from paying dividends, except under certain circumstances

•

the market price and trading volume of our common stock may be volatile following this rights offering

•

our largest shareholders have significant voting power prior to, and after this rights offering, with
significant power to influence our business and affairs

•

our issuance of common stock in this offering and pursuant to the Backstop Commitment may reduce the
market price of your common stock and dilute your beneficial ownership

•

future offerings of debt or preferred stock would be senior to your rights as a holder of common stock
upon liquidations or for purposes of distributions, and

•

our ability to continue as a going concern.

Corporate Information
Our corporate headquarters are located at 1800 W. Pasewalk Avenue, Norfolk, Nebraska 68701, and our
telephone number is (402) 371-2520. Our corporate website address is www.condorhospitality.com. The information
contained in, or accessible through, our corporate website does not constitute part of this prospectus.
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QUESTIONS AND ANSWERS RELATING TO THE RIGHTS OFFERING
The following are examples of what we anticipate will be common questions about this rights offering. The
answers are based on selected information included elsewhere in this prospectus. The following questions and
answers do not contain all of the information that may be important to you and may not address all of the
questions that you may have about this rights offering. This prospectus and the documents we incorporate by
reference contain more detailed descriptions of the terms and conditions of this rights offering and provide
additional information about us and our business, including potential risks related to our business, this rights
offering and our common stock.
What is this rights offering?
We are issuing to the holders of our common stock and Series E Preferred Stock as of the record date nontransferable subscription rights to subscribe for an aggregate of up to 4,000,000 shares of our common stock. Each
holder, who we refer to as a subscription rights holder or you, is being issued one non-transferable right for each
share of our common stock owned on the record date (1 for 1) and one non-transferrable right for every 1.3845 shares
of Series E Preferred Stock that you own on the record date (1 for 1.3845). Each right entitles you to purchase 0.31556
shares of our common stock, which we refer to as the subscription right, at a price of $2.50 per whole share, which we
refer to as the subscription price. Subscription rights may only be exercised in aggregate for whole numbers of shares
of our common stock; no fractional shares of our common stock will be issued in this rights offering.
You will not be entitled to purchase any shares of our common stock that our other shareholders do not
purchase.
Why are we conducting this rights offering?
We are conducting this rights offering to raise capital proceeds, that together with the exercise of the Backstop
Commitment, equals $10.0 million as part of our agreement with the lenders on our secured credit facility pursuant to
which we obtained favorable modifications to our secured credit facility. SREP III has agreed, pursuant to the
Backstop Commitment to apply monies owed to it by the Company under the StepStone Loan to purchase at a price
per share equal to the subscription price, an aggregate number of shares of our common stock equal to (x)
$10.0 million minus (y) the aggregate proceeds of this rights offering, divided by the subscription price. Additionally,
Efanur has advised that it will apply monies owed to it under the IRSA Loan to fully exercise subscription rights
granted to it in the rights offering.
Our board of directors considered and evaluated a number of factors relating to this rights offering, including:
•

our current capital resources and our needs in the current economic climate;

•

the benefit of the modifications of our secured credit facility;

•

the size and timing of this rights offering;

•

all shareholders are permitted to acquire their pro rata share of common stock;

•

the potential dilution to our current shareholders if they choose not to participate in this rights offering;

•

limited alternatives available for raising capital, including with higher costs and terms more favorable than
holders of common stock;

•

the potential impact of this rights offering on the public float for our common stock;

•

willingness of SREP III to enter into the StepStone Loan on certain terms;

•

the Backstop Commitment assuring a $10.0 million equity raise;

•

the impact of the StepStone Loan and IRSA Loan provisions for a $2.50 purchase price per share in a
potential private placement;

•

the fact that the purchase price of $2.50 per share of the Backstop Commitment is firm;

•

expectation that capital raised by other methods would include significant discount to market price and
investment banker fees or more costs and with execution risk; and

•

low level of execution risk with the Backstop Commitment.
5
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Am I required to exercise the subscription rights I receive in this rights offering?
No. You may exercise any number of your subscription rights (subject to the limitations described in “—What
are the subscription rights?”), or you may choose not to exercise any of your subscription rights. However, if you
choose not to exercise your subscription rights or you exercise less than your full amount of rights and other
shareholders fully exercise their subscription rights, the percentage of our common stock owned by other
shareholders will increase relative to your ownership percentage, and your voting and other subscription rights in
the Company will likewise be diluted.
What are the subscription rights?
The subscription rights give holders the opportunity to purchase 0.31556 shares of our common stock for every
right held at a subscription price of $2.50 per whole share, provided that (1) subscription rights may be exercised in
aggregate only to purchase whole shares of our common stock and (2) the total subscription price payable upon any
exercise of subscription rights will be rounded to the nearest whole cent. You will receive one right for each one of
our shares of common stock and each 1.3845 shares of our Series E Preferred Stock owned as of 5:00 p.m., New York
City time, on the record date. For example, if you own 100 shares of our common stock as of 5:00 p.m., New York City
time, on the record date, your subscription rights would entitle you to purchase a total of 31 shares of our common
stock for a total subscription price of $77.50 (after rounding to the nearest whole cent). Subject to the limitations
described above, you may exercise some or all of your subscription rights, or you may choose not to exercise any
subscription rights at all.
May I sell, transfer or assign my subscription rights?
No. You may not transfer, sell or assign any of the subscription rights distributed to you, provided however,
subscription rights will be transferable by operation of law (e.g., by death of the subscription rights holder).
The subscription rights are non-transferable and we do not intend to list the subscription rights on any securities
exchange or include them in any automated quotation system. Therefore, there will be no market for the subscription
rights.
However, the shares of our common stock issued upon the exercise of subscription rights will be listed on NYSE
American stock exchange under the symbol “CDOR.”
How do I exercise my subscription rights if my shares of the Company’s common stock are held in my name?
If you hold your shares of our common stock in your name and you wish to participate in this rights offering,
you must deliver a properly completed and duly executed subscription rights certificate or instruct Depository Trust
Company to transfer your subscription rights to the account of the subscription agent, as applicable, and deliver all
other required subscription documents, together with payment of the full subscription price, to the subscription
agent before 5:00 p.m., New York City time, on the expiration date.
If you send an uncertified check, payment will not be deemed to have been delivered to the subscription agent
until the check has cleared. In certain cases, you may be required to provide signature guarantees.
Please follow the delivery instructions on the subscription rights certificate. Do not deliver documents to us.
You are solely responsible for completing delivery to the subscription agent of your subscription rights certificate, all
other required subscription documents and subscription payment. You should allow sufficient time for delivery of
your subscription materials to the subscription agent so that the subscription agent receives them by 5:00 p.m., New
York City time, on the expiration date. See “—To whom should I send my forms and payment?” below.
If you send a payment that is insufficient to purchase the number of shares of our common stock you requested,
or if the number of shares of our common stock you requested is not specified in the forms, the payment received will
be applied to exercise your subscription rights to the fullest extent possible based on the amount of the payment
received pursuant to your subscription rights. Any payment that is received but not so applied will be refunded to
you without interest (subject to the rounding of the amount so applied to the nearest whole cent).
6
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What form of payment is required to purchase shares of the Company’s common stock?
As described in the instructions accompanying the subscription rights certificate, payments submitted to the
subscription agent must be made in U.S. currency. Checks or bank drafts drawn on U.S. banks should be payable to
“Broadridge Corporate Issuer Solutions, Inc., as subscription agent for Condor Hospitality Trust, Inc.”
Payments will be deemed to have been received upon clearance of any uncertified check. Please note that funds
paid by uncertified check may take five or more business days to clear. Accordingly, subscription rights holders who
wish to pay the subscription price by means of uncertified check are urged to make payment sufficiently in advance
of the expiration time to ensure that such payment is received and clears by such date. If you hold your shares of our
common stock in the name of a broker, dealer, custodian bank or other nominee, separate payment instructions may
apply. Please contact your nominee, if applicable, for further payment instructions.
How do I exercise my subscription rights if my shares of the Company’s common stock are held in the name of a
broker, dealer, custodian bank or other nominee?
If you hold your shares of our common stock in the name of a broker, dealer, custodian bank or other nominee
who uses the services of Depository Trust Company, Depository Trust Company will credit one right to your
nominee record holder for each share of our common stock that you beneficially owned as of the record date. If you
are not contacted by your nominee, you should contact your nominee as soon as possible.
How soon must I act to exercise my subscription rights?
If your shares of our common stock are registered in your name and you elect to exercise any or all of your
subscription rights, the subscription agent must receive your properly completed and duly executed subscription
rights certificate or the transfer of your subscription rights by Depository Trust Company, as applicable, all other
required subscription documents and full subscription payment, including final clearance of any uncertified check,
before this rights offering expires at 5:00 p.m., New York City time, on the expiration date, which is
.
If you hold your shares in the name of a broker, dealer, custodian bank or other nominee, your nominee may establish
an earlier deadline before the expiration of this rights offering by which time you must provide the nominee with your
instructions and payment to exercise your subscription rights. Although our board of directors, or a committee
thereof, may extend the expiration date, it currently does not intend to do so.
Although we will make reasonable attempts to provide this prospectus to our shareholders to whom
subscription rights are distributed, this rights offering and all subscription rights will expire at 5:00 p.m., New York
City time, on the expiration date, whether or not we have been able to locate and deliver this prospectus to all such
shareholders.
After I exercise my subscription rights, can I change my mind?
No. Once you have exercised your subscription rights, you may not revoke such exercise in whole or in part.
Accordingly, any exercise of subscription rights will constitute a binding commitment to purchase and pay for the
shares of our common stock issuable upon such exercise, regardless of any changes in the value of such shares, in
our business, financial condition, results of operations or future prospects or in your individual circumstances.
Can this rights offering be cancelled or extended?
Yes. If we withdraw or terminate this rights offering, neither we nor the subscription agent will have any
obligation with respect to subscription rights that have been exercised except to return, without interest or deduction,
any subscription payments the subscription agent received from you. If we were to cancel this rights offering, any
money received from subscribing shareholders would be returned promptly, without interest or penalty, and we
would not be obligated to issue shares or common stock to holders who have exercised their subscription rights prior
to termination. In addition, we may extend the period for exercising the subscription rights.”
How was the subscription price determined?
The $2.50 subscription price was approved by the seven members of our board of directors who are not
employed by StepStone. The factors considered by our board to consider and approve the subscription price are
discussed in “The Rights Offering—Reasons for the Rights Offering” and “Determination of the Offering Price.”
7
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Has our board of directors made a recommendation to our shareholders regarding the exercise of subscription
rights under this rights offering?
No. Our board of directors has not made, nor will they make, any recommendation to shareholders regarding the
exercise of subscription rights in this rights offering. We cannot predict the price at which our shares of common
stock will trade after this rights offering. You should make an independent investment decision about whether or not
to exercise your subscription rights. Shareholders who exercise subscription rights risk investment loss on new
money invested. We cannot assure you that the market price for our common stock will remain above the
subscription price or that anyone purchasing shares at the subscription price will be able to sell those shares in the
future at the same price or a higher price. If you do not exercise or sell your subscription rights, you will lose any
value represented by your subscription rights, and if you do not exercise your subscription rights in full, your
percentage ownership interest and related subscription rights in Condor will be diluted.
As of the record date, SREP and its affiliates beneficially owned approximately 24.2% of our outstanding
common stock and 47.8% of our Class E Preferred Stock, and three of our nine directors were designated for election
by SREP for election to our board. You should not view the intentions of SREP as a recommendation or other
indication by them, SREP or any member of our board of directors, regarding whether the exercise of the subscription
rights is or is not in your best interests.
May I participate in this rights offering if I sell my common stock after the record date?
The record date for this rights offering is
. If you own common stock as of 5:00 p.m., New York City time,
on the record date, you will receive rights and may participate in this rights offering even if you subsequently sell
your common stock.
Are there any risks associated with this rights offering?
Shareholders who exercise their subscription rights will incur investment risk on new money invested. The stock
market and, in particular, our common stock price, has experienced significant volatility recently. As a result, the
market price for our common stock may be volatile. This rights offering plus shares sold pursuant to the Backstop
Commitment will increase the number of outstanding shares of our common stock by approximately 33% and the
trading volume in our common stock may fluctuate more than usual and cause significant price variations to occur.
The market price of our common stock will depend on many factors, which may change from time to time, including
our financial condition, performance, creditworthiness and prospects, future sales of our securities and other factors.
Volatility in the market price of our common stock may prevent you from being able to sell our common stock when
you want or at prices you find attractive. You should make your decision based on your assessment of our business
and financial condition, our prospects for the future, the terms of this rights offering and the information contained
in, or incorporated by reference into, this prospectus or any free writing prospectus. You should carefully consider
the risks, among other things, described under the heading “Risk Factors” and in the documents incorporated by
reference into this prospectus before exercising your subscription rights and investing in shares of our common
stock.
Will the directors and executive officers participate in this rights offering?
To the extent they hold common stock as of the record date, our directors and executive officers are entitled to
participate in this rights offering on the same terms and conditions applicable to all other shareholders. While some
or all of our directors and executive officers may participate in this rights offering, they are not required to do so.
Three of our nine directors were designated for election to our board by SREP. SREP III is the affiliate of SREP and
the provider of the Backstop Commitment in connection with this rights offering. See “The Rights Offering—Effect of
Rights Offering on Existing Shareholders; Interests of Certain Shareholders, Directors and Officers”.
When will I receive my shares of the Company’s common stock?
Shareholders whose shares are held of record by Cede & Co., or Cede, the nominee of Depository Trust
Company, or by any other depository or nominee on their behalf or their broker-dealers’ behalf will have any shares
that they acquire credited to the account of Cede or such other depository or nominee. With respect to all other
shareholders, stock certificates for all shares acquired will be mailed after payment for all the shares subscribed for
has cleared, which may take up to 15 business days from the expiration date.
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Is there a backstop purchaser?
Yes. On
, we entered into the Backstop Agreement with SREP III. Pursuant to the Backstop Agreement
we agreed to issue and sell to SREP III, and SREP III agreed to purchase, an aggregate number of shares of our
common stock equal to (x) $10.0 million, minus (y) the aggregate proceeds of this rights offering divided by the
subscription price, at a price per share equal to the subscription price, subject to the terms and conditions of the
Backstop Agreement. See “Backstop Agreement” for additional details on the Backstop Commitment.
Why is there a backstop purchaser?
We obtained the commitment of SREP III to act as the backstop purchaser under the Backstop Agreement to
ensure that we would receive $10.0 million of gross proceeds, less fees and expenses, of this subscription rights
offering.
What effects will this rights offering have on our outstanding common stock?
After giving effect to this rights offering and the Backstop Commitment, we will have approximately shares of
common stock outstanding, representing an increase of approximately 33% in our outstanding shares as of the record
date. If you fully exercise the subscription rights that we distribute to you, your proportional interest in us will remain
the same. If you do not exercise any subscription rights, or you exercise less than all of your subscription rights, your
interest in us will be diluted, as you will own a smaller proportional interest in us compared to your interest prior to
this rights offering.
As of the record date, SREP beneficially owned approximately 24.2% of our outstanding common stock and
47.8% of our Class E Preferred Stock, and three of our nine directors were designated for election to our board by
SREP. SREP will have the right to subscribe for and purchase shares of our common stock in this rights offering, but
they have no obligations to do so.
If all of all holders of our common stock and Series E Preferred Stock exercise the subscription rights issued to
them and this rights offering is therefore fully subscribed, the beneficial ownership percentage of our outstanding
common stock of (1) the affiliates of IRSA would increase from 27.8% to 28.1% , (2) the affiliates of StepStone would
increase from 24.2% to 24.5%, and (3) all other holders would decrease from an aggregate of 48.0% to 47.4%.
If no shareholders, except for Efanur, exercise their subscription rights in this rights offering, SREP III will
acquire 2,888,177 shares of our common stock at the subscription price pursuant to the Backstop Commitment,
following which (1) affiliates of StepStone would beneficially own approximately 36.2% of our outstanding common
stock, (2) affiliates of IRSA would beneficially own 27.8% of our outstanding common stock, and (3) all other holders
would beneficially own approximately 36.0% of our outstanding common stock.
Except as a result of any increase in its ownership of our common stock and related subscription rights, SREP
and its affiliates will not obtain any additional governance or control subscription rights as a result of this rights
offering.
The number of shares of our common stock outstanding listed in each case above assumes that (1) all of the
other shares of our common stock issued and outstanding on the record date will remain issued and outstanding and
owned by the same persons as of the closing of this rights offering and (2) we will not issue any shares of common
stock in the period between the record date and the closing of this rights offering.
Are there any conditions to SREP III’s obligations under the Backstop Agreement?
Yes. The obligation of SREP III to consummate the transactions under the Backstop Agreement is subject to the
satisfaction or waiver of specified conditions, including, but not limited to, compliance with the accuracy of
representations and warranties provided in the Backstop Agreement and consummation of this rights offering.
When do SREP III’s obligations under the Backstop Agreement expire?
SREP III’s obligations under the Backstop Agreement expire at such time as the termination or consummation of
this rights offering.
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How much will we receive from this rights offering and how will such proceeds be used?
$

We estimate that the net proceeds from this rights offering and the Backstop Commitment will be approximately
million, after deducting expenses related to this rights offering.

We intend to use the net proceeds from this rights offering, and additional cash as necessary, to repay the
portion of the Loan not applied by SREP III to purchase shares of our common stock pursuant to the Backstop
Commitment.
If my exercise of subscription rights is not valid or if this rights offering is not completed, will my subscription
payment be refunded to me?
Yes. The subscription agent will hold all funds it receives in a segregated bank account until the completion of
this rights offering. If your exercise of subscription rights is deemed not to be valid or this rights offering is not
completed, all subscription payments received by the subscription agent will be returned as soon as practicable
following the expiration of this rights offering, without interest or penalty. If you own shares through a nominee, it
may take longer for you to receive your subscription payments because the subscription agent will return payments
through the record holder of your shares.
What fees or charges apply if I purchase shares in this rights offering?
We are not charging any fee or sales commission to issue subscription rights to you or to issue shares of our
common stock to you if you exercise your subscription rights. If you exercise your subscription rights through a
broker, dealer, custodian bank or other nominee, you are responsible for paying any fees your nominee may charge
you.
What are the U.S. federal income tax consequences of exercising my subscription rights?
For U.S. federal income tax purposes, a holder should not recognize income or loss in connection with the
receipt or exercise of subscription rights in this rights offering. You should consult your tax advisor as to your
particular tax consequences resulting from this rights offering. For a summary of certain U.S. federal income tax
consequences of this rights offering, see “Material U.S. Federal Income Tax Considerations.”
To whom should I send my forms and payment?
If your shares of our common stock are held in the name of a broker, dealer, custodian bank or other nominee,
then you should deliver all required subscription documents and subscription payments pursuant to the instructions
provided by your nominee. If your shares of our common stock are held in your name, then you should instruct
Depository Trust Company to transfer your subscription rights or send your subscription rights certificate to the
subscription agent, and send all other required subscription documents and subscription payments by mail, hand
delivery or overnight courier to the appropriate address listed below:
If delivering by regular mail:
Broadridge, Inc.
Attn: BCIS Re-Organization Dept.
P.O. Box 1317
Brentwood, NY 11717-0718
If delivering by hand or overnight courier:
Broadridge, Inc.
Attn: BCIS IWS
51 Mercedes Way
Edgewood, NY 11717
You and, if applicable, your nominee are solely responsible for instructing Depository Trust Company to
transfer your subscription rights to the subscription agent or completing delivery to the subscription agent of your
subscription rights certificate, as applicable, as well as completing delivery of all other required subscription
documents and subscription payments. You should allow sufficient time for delivery of your subscription
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materials to the subscription agent and clearance of payments before the expiration of this rights offering. If you hold
your common stock through a broker, dealer, custodian bank or other nominee, your nominee may establish an earlier
deadline before the expiration date of this rights offering.
Whom should I contact if I have other questions?
If you have any questions regarding this rights offering, completion of the subscription rights certificate or any
other subscription documents or submitting payment in this rights offering, please contact Broadridge toll-free at:
(855) 793-5068.
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RISK FACTORS
Exercising your subscription rights and investing in our common stock involves risks. You should consider
carefully the following information about these risks in connection with this rights offering, together with the other
information incorporated by reference into this prospectus including the risks described in Item 1A of our Annual
Report on Form 10-K for the fiscal year ended December 31, 2019 before investing in our shares of common stock.
These risks could have a material adverse effect on our business, financial condition, liquidity and results of
operations and the market price of our common stock.
Risks Related to this Rights Offering
There has been a limited public market for our common stock prior to this rights offering and our common stock
may trade below the subscription price.
Prior to this rights offering, there has been a limited public market for our common stock, and there can be no
assurance that an active trading market will develop or be sustained or that shares of our common stock will be resold
at or above the subscription price.
The market value of our common stock could be substantially affected by general market conditions, including
the extent to which a secondary market develops for our common stock following the completion of this rights
offering, the extent of institutional investor interest in us, the general reputation of REITs and the attractiveness of
their equity securities in comparison to other equity securities (including securities issued by other real estate-based
companies), our financial performance and general stock and bond market conditions.
We are unable to make distributions, which could result in a decrease in the market price of our common stock.
Our ability to make distributions is limited by our secured credit facility. Our secured credit facility with KeyBank
National Association and other lenders thereto require that we not pay dividends on our common stock or preferred
stock until we achieve specific business performance, which we do not anticipate occurring in the near future.
All distributions will be made at the discretion of our board of directors and will be based upon, among other
factors, our historical and projected results of operations, financial condition, cash flows and liquidity, maintenance
of our REIT qualification and other tax considerations, capital expenditure and other expense obligations, debt
covenants, contractual prohibitions or other limitations and applicable law and such other matters as our board of
directors may deem relevant from time to time. We may not be able to make distributions in the future, and our
inability to make distributions, or to make distributions at expected levels, could result in a decrease in the market
price of our common stock.
The market price and trading volume of our common stock may be volatile following this rights offering.
Following this rights offering, the per share trading price of our common stock may be volatile. In addition, the
trading volume in our common stock may fluctuate and cause significant price variations to occur, and investors in
shares of our common stock may from time to time experience a decrease in the value of their shares, including
decreases unrelated to our operating performance or prospects. If the per share trading price of our common stock
declines significantly, you may be unable to resell your shares at or above the public rights offering price. We cannot
assure you that the per share trading price of our common stock will not fluctuate or decline significantly in the
future.
Some of the factors that could negatively affect our share price or result in fluctuations in the price or trading
volume of our common stock include:
•

the current COVID-19 pandemic and the impact on the hospitality industry;

•

actual or anticipated variations in our quarterly operating results or lack of dividends;

•

changes in our funds from operations or earnings estimates;

•

publication of research reports about us or the lodging industry;

•

increases in market interest rates that lead purchasers of our shares to demand a higher yield;
12
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•

changes in market valuations of similar companies;

•

adverse market reaction to any additional debt we incur in the future;

•

additions or departures of key management personnel;

•

actions by institutional or other large shareholders;

•

speculation in the press or investment community;

•

the realization of any of the other risk factors incorporated by reference into this prospectus;

•

the extent of investor interest in our securities;

•

the general reputation of REITs and the attractiveness of our equity securities in comparison to other
equity securities, including securities issued by other real estate-based companies;

•

our underlying asset value;

•

investor confidence in the stock and bond markets generally;

•

changes in tax laws;

•

future equity issuances;

•

failure to meet earnings estimates;

•

failure to maintain our REIT qualification;

•

changes in our credit ratings; and

•

general market and economic conditions.

In the past, securities class-action litigation has often been instituted against companies following periods of
volatility in the price of their common stock. This type of litigation could result in substantial costs and divert our
management’s attention and resources, which could have a material adverse effect on us, including our financial
condition, results of operations, cash flow and the per share trading price of our common stock.
Our largest shareholders hold significant voting power and have the right to designate directors, which provides
these shareholders with significant power to influence our business and affairs.
Real Estate Investment Group VII L.P., Real Estate Strategies L.P. and Efanur, affiliates of IRSA, beneficially own
approximately 27.8% of our outstanding common stock, and SREP, an affiliate of SREP III and StepStone, owns
approximately 24.2% of our outstanding common stock.
If all of all holders of our common stock and Series E Preferred Stock exercise the subscription rights issued to
them and this rights offering is therefore fully subscribed, the beneficial ownership percentage of our outstanding
common stock of (1) the affiliates of IRSA would increase from 27.8% to 28.1% , (2) the affiliates of StepStone would
increase from 24.2% to 24.5%, and (3) all other holders would decrease from an aggregate of 48.0% to 47.4%.
If no shareholders, except for Efanur, exercise their subscription rights in this rights offering, SREP III will
acquire 2,888,177 shares of our common stock at the subscription price pursuant to the Backstop Commitment,
following which (1) affiliates of StepStone would beneficially own approximately 36.2% of our outstanding common
stock, (2) affiliates of IRSA would beneficially own 27.8% of our outstanding common stock, and (3) all other holders
would beneficially own approximately 36.0% of our outstanding common stock.
In connection with the issuance of our Series E Preferred Stock, we entered into agreements with Real Estate
Strategies L.P., later joined by Real Estate Investment Group VII L.P. and Efanur, affiliates of IRSA, which we refer to
collectively as RES, and with SREP, affiliate of StepStone, relating to certain governance rights and future issuances
of our common stock. Among other things, the agreements provide that, as long as the Series E Stock is outstanding
at the time and 14% or more voting control of the Company is held by RES or SREP, until March 16, 2021, we cannot,
without the prior consent of RES and SREP, (i) issue shares of our common stock below the price of $10.40 per share
until an aggregate of $100 million of common stock has been sold and (ii) thereafter, issue shares of our common
stock below the price of $11.18 per share.
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RES and SREP beneficially own all of the shares of our Series E Preferred Stock. The articles supplementary
setting forth the terms of the Series E Preferred Stock also provide that we need the consent of the holders of at least
75% of the Series E Preferred Stock in order to amend the articles supplementary in a way that would adversely affect
any right, preference, privilege or voting power of the Series E Preferred Stock, and such consent to authorize, create
or issue, or increase the authorized or issued amount of, any class or series of capital stock or rights to subscribe to
or acquire any class or series of capital stock or any class or series of capital stock convertible into any class or
series of capital stock, in each case ranking on a parity with or senior to, the Series E Preferred Stock. So long as
434,750 shares of Series E Preferred Stock (47% of the originally issued shares of Series E Preferred Stock) remain
outstanding, we also need the consent of the holders of at least 75% of the Series E Preferred Stock for, among other
things, certain mergers, transactions, dividend distributions, ownership exemptions. See “Description of Capital
Stock—Series E Preferred Stock.”
The agreements with RES and SREP also provide that each of RES and SREP and their affiliates have the right to
purchase our equity shares or securities convertible into our equity shares in our public and non-public offerings of
our equity securities or securities convertible into our equity securities for cash proportional to their combined fully
diluted beneficial ownership of our common stock (including common stock issuable upon conversion of the Series E
Preferred Stock and exercise of the warrants) at the same price and on the same terms as offered to others in the rights
offering.
In addition, pursuant to board designation agreements, RES has designated three of our current nine directors
and SREP has designated three of our current nine directors. Each of RES and SREP has agreed to vote for the
nominees for director recommended by our board of directors and voting together they have the ability to elect all of
our directors and will continue to have such ability following the rights offering until such time as their collective
voting power falls below 50%.
By virtue of its voting power and board designation rights, each of RES and SREP have the power to
significantly influence our business and affairs and the outcome of matters required to be submitted to shareholders
for approval, including the election of our directors, amendments to our charter, mergers or sales of assets. The
interests of RES and StepStone may differ from the interests of our other shareholders and, given their significant
ownership in us, they may influence opportunities that have an effect on our business, liquidity, financial condition
and results of operations.
In addition, the concentration of ownership of various classes of our capital stock may have the effect of
delaying or preventing a change in control of our company, including a transaction that would be in the best
interests of our shareholders and result in a premium to the price of our common stock. As a result, the concentration
of ownership of various classes of our capital stock might negatively affect the market price of our common stock.
The holders of the Series E Preferred Stock have rights senior to holders of common stock.
RES and SREP, our largest holders of common stock, also own all of the issued and outstanding shares our
Series E Preferred Stock. The Series E Preferred Stock ranks senior to our common stock and any other preferred
stock issuances and receives preferential cumulative cash dividends at a rate of 6.25% annually per annum of the
$10.00 face value per share. If we fail to pay a dividend then during the period that dividends are not paid, additional
dividends accrue at a rate of 9.50% per annum on the unpaid amount. Dividends on the Series E Preferred Stock
accrue whether or not we have earnings, whether or not there are funds legally available for the payment of such
dividends, whether or not such dividends are declared, and whether or not such dividends are prohibited by
agreement. As of September 30, 2020, there are $603,000 of accrued but unpaid dividends related to the Series E
Preferred Stock not yet declared by our board of directors.
Our issuance of 4,000,000 additional shares of our common stock at the subscription price may reduce the market
price for our common stock and dilute your beneficial ownership.
The issuance of 4,000,000 additional shares in this rights offering at the subscription price may reduce the
market price of our common stock. Also, further sales of substantial amounts of our capital stock or debt securities
convertible into or exercisable or exchangeable for capital stock in the public market or the perception that such sales
might occur could reduce the market price of our common stock and the terms upon which we may obtain additional
equity financing in the future.
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Future offerings of debt securities, which would be senior to our common stock upon liquidation, or preferred
stock, which may be senior to our common stock upon liquidation and for the purposes of distributions, may
cause the market price of our common stock to decline.
In the future, we may attempt to increase our capital resources by making additional offerings of debt or equity
securities, including additional series of our preferred stock. We will be able to issue additional shares of preferred
stock without shareholder approval, unless shareholder approval is required by applicable law or the rules of the
NYSE American stock exchange or any other stock exchange or automated quotation system on which our securities
may be listed or traded. Upon liquidation, holders of our debt securities and shares of preferred stock and lenders
with respect to other borrowings will be entitled to receive our available assets prior to distribution to the holders of
our common stock. Furthermore, preferred stock and debt generally have a preference distribution or interest
payments that could limit our ability to make a distribution to the holders of our common stock. Additionally, any
convertible or exchangeable securities that we may issue in the future may have rights, preferences and privileges
more favorable than those of our common stock and may result in dilution of owners of our common stock. Other
than affiliates of IRSA and affiliates of StepStone, holders of our common stock are not entitled to preemptive rights
or other protections against dilution. We have previously issued a series of preferred stock, which ranks senior to
our common stock with respect to distribution rights and rights upon our liquidation, dissolution or winding up. See
“Description of Capital Stock.”
Additional equity offerings may dilute the holdings of our existing shareholders or reduce the market price of
our common stock, or both. Because our decision to issue securities in any future offering will depend on market
conditions and other factors beyond our control, we cannot predict or estimate the amount, timing or nature of our
future offerings. Thus, our shareholders bear the risk of our future offerings reducing the market price of our common
stock and diluting their interests.
The consolidated financial statements incorporated by reference into the prospectus have been prepared
assuming that the Company will continue as a going concern and do not include any adjustments that might
result from the outcome of this uncertainty.
The novel coronavirus (COVID-19) has reduced travel significantly and adversely affected the hospitality
industry in general. The actual and threatened spread of COVID-19 globally or in the regions in which we operate, or
future widespread outbreak of infectious or contagious disease, can continue to reduce national and international
travel in general. The extent to which the hospitality industry, and thus our business will be affected by COVID-19
will largely depend on future developments which we cannot accurately predict, and the impact on customer travel,
including the duration of the outbreak, the continued spread and treatment of COVID-19, and new information and
developments that may emerge concerning the severity of COVID-19 and the actions to contain COVID-19 or treat its
impact, among others. To the extent that travel activity in the U.S. is and will be materially and adversely affected by
COVID-19, business and financial results of the hospitality industry, and thus our business and financial results,
could be impacted.
We believe we can generate the liquidity required to operate through this crisis through a combination of the
continued operation of our portfolio with significant cost reduction measures in place, and, if necessary, additional
debt and equity financings. However, there can be no assurance that we will be able to obtain such financing on
acceptable terms or at all.
Additionally, although the Company was in compliance with, or obtained waivers with respect to, all its debt
covenants as of September 30, 2020, management had determined that the Company may violate certain financial
covenants under its debt agreements within the next twelve months if covenant waivers or amendments are not
obtained. The Company believes that it has reduced this risk with the recent beneficially modification of its senior
credit facility on November 18, 2020. However, if the Company were to violate one or more financial covenants, the
lenders could declare the Company in default and could accelerate the amounts due under a portion or all of the
Company’s outstanding debt. The Company believes it will receive such waivers or amendments before any
covenants are violated. However, any waivers or amendments would be granted at the sole discretion of the lenders,
and there can be no assurance that the Company will be able to obtain such waivers or amendments.
Based on a combination of these factors and the guidance in U.S. GAAP that requires that, in making this
determination for the one year period following the date of the financial statements, the Company cannot consider
this rights offering, future fundraising activities or the likelihood of obtaining covenant waivers or
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amendments, all of which are outside of the Company's sole control, the Company determined, as disclosed in its
Form 10-Q for the fiscal quarter ended September 30, 2020 filed with the SEC, that there is substantial doubt about the
Company’s ability to continue as a going concern for the one year period after the date the financial statements were
issued. Management believes it will obtain required waivers or amendments from its lenders before any covenants are
violated given that conditions are not exclusive to the Company and based on the actions of lenders thus far in this
crisis, including waivers or amendments already granted to the Company. However, there can be no assurance that
the Company will be able to obtain waivers or amendments on acceptable terms or at all. The consolidated financial
statements have been prepared assuming that the Company will continue as a going concern and do not include any
adjustments that might result from the outcome of this uncertainty.
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FORWARD-LOOKING STATEMENTS
Certain statements included in this prospectus and the documents incorporated into this prospectus by
reference are “forward-looking statements” within the meaning of Section 27A of the Securities Act of 1933, as
amended, or the Securities Act, and Section 21E of the Securities Exchange Act of 1934, as amended, or the Exchange
Act. These forward-looking statements include statements about our intention with respect to our business, our
markets, our belief that we have the liquidity and capital resources necessary to meet our known obligations; and
other statements preceded by, followed by or otherwise including words such as “believe,” “expect,” “intend,”
“project,” “anticipate,” “potential,” “may,” “will,” “designed,” “estimate,” “should,” “continue” and other similar
expressions. These statements indicate that we have used assumptions that are subject to a number of risks and
uncertainties that could cause our actual results or performance to differ materially from those projected.
Although we believe that the expectations reflected in forward-looking statements are based on reasonable
assumptions, you should not place undue reliance on our forward-looking statements because the matters they
describe are subject to known and unknown risks, uncertainties and other unpredictable factors, many of which are
beyond our control. Statements regarding the following subjects, among others, may be forward-looking:
•

the use of the proceeds of this rights offering;

•

the state of the U.S. economy generally or in specific geographic regions in which we operate, and the
effect of general economic conditions on the lodging industry in particular;

•

our ability to maintain relationships with hotel management companies and franchisors;

•

the operating strategies and results of our hotel management companies;

•

market conditions, including occupancy levels and rates;

•

actions and initiatives of the U.S. government and changes to U.S. government policies and the execution
and impart of these actions, initiatives and policies;

•

our ability to identify and acquire properties that meet our investment criteria;

•

ability to sell non-core hotels and redeploy the capital;

•

the level and volatility of prevailing market interest rates and general economic conditions;

•

financing risks, such as our inability to refinance debt as it matures or to obtain debt or equity financing on
favorable terms, or at all;

•

our ability to obtain waivers of our lenders of financial covenants if necessary;

•

our ability to pay dividends

•

ownership dilution of holders of our common stock upon exercise of preemptive or conversion rights by
holders of Series E Preferred Stock;

•

our ability to maintain our qualification as a REIT for federal income tax purposes;

•

compliance with applicable laws, including those concerning the environment and access by persons with
disabilities;

•

the availability and cost of insurance; and

•

other factors discussed under the heading “Risk Factors” in our Form 10-K and in other documents we
have filed with the Securities and Exchange Commission, or SEC, and which we incorporate by reference
into this prospectus.

In light of these uncertainties, the events anticipated by our forward-looking statements might not occur and we
caution you not to place undue reliance on any of our forward-looking statements. Except as required by law, we
undertake no obligation to update or revise our forward-looking statements, whether as a result of new information,
future events or otherwise, and those statements speak only as of the date made. The foregoing review of factors
that could cause our actual results to differ materially from those contemplated in any forward-looking statements
should not be construed as exhaustive.
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USE OF PROCEEDS
The net proceeds and this rights offering and the Backstop Commitment will be approximately $
deducting estimated expenses.

after

We are conducting this rights offering to raise capital proceeds, that together with the exercise of the Backstop
Commitment, equals $10.0 million as part of our agreement with the lenders on our secured credit facility pursuant to
which we obtained favorable modifications to our secured credit facility. SREP III has agreed, pursuant to the
Backstop Commitment to apply monies owed to it by the Company under the StepStone Loan to purchase at a price
per share equal to the subscription price, an aggregate number of shares of our common stock equal to (x)
$10.0 million minus (y) the aggregate proceeds of this rights offering, divided by the subscription price. Additionally,
Efanur has advised that it will apply monies owed to it under the IRSA Loan to fully exercise the subscription rights
granted to it in this rights offering.
We intend to use the net proceeds from the exercise of the subscription rights to repay the portion of the
StepStone Loan we owe to SREP III that is not used to purchase shares of our common stock pursuant to this rights
offering or pursuant to the Backstop Commitment.
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CAPITALIZATION
The following table sets forth our capitalization as of September 30, 2020 and our capitalization on a pro forma
basis to give effect to the sale of 4,000,000 shares of our common stock in this rights offering or pursuant to the
Backstop Commitment at a subscription price of $2.50 per whole share, and our receipt and application of the net
proceeds from that sale. This table should be read in conjunction with “Use of Proceeds” included elsewhere in this
prospectus and our consolidated audited and unaudited financial statements and the notes thereto incorporated by
reference in this prospectus.
As of September 30, 2020
Actual

As adjusted

(In thousands, except share and
per
share amounts)

Long-term debt of $180,322 (actual) and $170,322 (as adjusted)*, net of deferred
financing of $1,007 (actual and as adjusted)

Convertible debt, at fair value

Total Debt

$ 179,315

$ 169,315

1,025

1,025

180,340

170,340

10,050

10,050

120

160

233,400

243,360

(162,067)

(162,067)

81,503

91,503

44

44

81,547

91,547

$ 261,887

$ 261,887

Shareholders' Equity
Preferred stock, 40,000,000 shares authorized:
6.25% Series E, 925,000 shares authorized, $.01 par value, 925,000 shares
outstanding, liquidation preference of $9,853 (actual and as adjusted)
Common stock*, $.01 par value, 200,000,000 shares authorized; 12,007,712 (actual)
and 16,007,712 (as adjusted)

Additional paid-in capital

Accumulated deficit
Total Shareholders' Equity
Noncontrolling interest in consolidated partnership (Condor Hospitality Limited
Partnership), redemption value of $11 (actual and as adjusted)

Total Equity

Total Capitalization

*

On November 19, 2020, $10,000,000 of long-term debt was repaid with borrowings from the IRSA Loan and StepStone Loan.

**

Common stock outstanding on an actual and as adjusted basis excludes (i) 4,215 shares of common stock reserved for issuance
upon redemption of limited partnership interest in Condor Hospitality Limited Partnership, (ii) 97,269 shares of common stock
issuable upon conversion of our convertible debt, and (iii) 668,111 shares of common stock issuable upon conversion of our
Series E Preferred Stock.
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THE RIGHTS OFFERING
Before deciding whether to exercise your subscription rights, you should carefully read this prospectus,
including the information set forth under the heading “Risk Factors” and the information that is incorporated by
reference into this prospectus.
Reasons for the Rights Offering
Our board of directors considered various factors in evaluating this rights offering, the StepStone Loan, the
IRSA Loan and the Backstop Commitment, including:
•

our current capital resources and our needs in the current economic climate and the adverse effect of the
COVID-19 pandemic on the hospitality industry;

•

in order to obtain the following favorable modifications of our secured credit facility, our lenders thereto
required the payment of $10.0 million on our outstanding balance of our secured credit facility with
proceeds of an equity investment;
○

set the size of the secured credit facility at $130.0 million;

○

extend the maturity of the secured credit loan facility to January 2, 2023;

○

borrowing base appraisal requirement on March 31, 2020 from as is value to as stabilized value;

○

eliminate, replace and ease covenants in a manner that management deemed favorable to the
Company; and

○

anticipated borrowing availability increase;

•

the fact that the StepStone Loan, IRSA Loan and Backstop Commitment assured a $10.0 million equity
investment;

•

the size and timing of this rights offering;

•

all shareholders of the Company are permitted to acquire their pro rata share of common stock in this rights
offering;

•

the potential dilution to our current shareholders if they choose not to participate in this rights offering;

•

the potential impact of this rights offering on the public float for our common stock;

•

willingness of SREP III to enter into the StepStone Loan, only if it had provisions for SREP III to participate
as a backstop of this rights offering at a purchase price of $2.50 per share;

•

the Backstop Commitment assuring a $10.0 million equity raise;

•

the impact of the StepStone Loan and IRSA Loan provisions for a $2.50 purchase price per share of our
common stock in a potential private placement;

•

the fact that the purchase price of $2.50 per share for the Backstop Commitment is firm;

•

expectation that capital raised by other methods would include significant discount to market price and
investment banker fees or more costs and with execution risk; and

•

the low level of execution risk of raising capital in this rights offering with the Backstop Commitment
because of the familiarity of the Company with transactions with StepStone, SREP III’s affiliate, and
StepStone’s record of consummation of transactions entered into with the Company.

Terms of the Offer
We are issuing to the holders of our common stock and Series E Preferred Stock as of the record date nontransferable subscription rights to subscribe for an aggregate of up to 4,000,000 shares of our common stock. Each
holder, who we refer to as a subscription rights holder or you, is being issued one non-transferable right for each
share of our common stock owned on the record date (1 for 1) and one non-transferrable right for every 1.3845 shares
of Series E Preferred Stock that you own on the record date (1 for 1.3845). Each right entitles you to purchase 0.31556
shares of our common stock, which we refer to as the subscription right, at a price of
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$2.50 per whole share, which we refer to as the subscription price. Subscription rights may only be exercised in
aggregate for whole numbers of shares of our common stock; no fractional shares of our common stock will be issued
in this rights offering.
Subscription rights may be exercised at any time during the subscription period, which commences on
and ends at 5:00 p.m., New York City time, on
, the expiration date, unless extended by us.

,

The shares of our common stock issued upon the exercise of subscription rights will be listed on the NYSE
American stock exchange under the symbol “CDOR.” The subscription rights will be evidenced by subscription
certificates which will be mailed to shareholders, except as discussed below under “Foreign Shareholders.”
For purposes of determining the number of shares a subscription rights holder may acquire in this rights
offering, broker-dealers, trust companies, banks or others whose shares are held of record by Cede or by any other
depository or nominee will be deemed to be the holders of the subscription rights that are issued to Cede or the other
depository or nominee on their behalf.
There is no minimum number of subscription rights which must be exercised in order for this rights offering to
close.
We will not offer or sell to you in connection with this rights offering any shares of common stock that are not
subscribed for pursuant to the subscription rights or the over-subscription right. SREP III, however, has agreed to
backstop this rights offering pursuant to the Backstop Commitment. See “The Backstop Agreement—The Backstop
Commitment.”
Expiration of this Offer
This rights offering will expire at 5:00 p.m., New York City time, on
subscription rights may not be exercised thereafter.

, unless extended by us, and

We may determine to extend the subscription period, and thereby postpone the expiration date, to the extent our
Audit Committee determines that doing so is in the best interest of our shareholders.
Any extension of this rights offering will be followed as promptly as practicable by announcement thereof, and
in no event later than 9:00 a.m., New York City time, on the next business day following the previously scheduled
expiration date. Without limiting the manner in which we may choose to make such announcement, we will not,
unless otherwise required by law, have any obligation to publish, advertise or otherwise communicate any such
announcement other than by issuing a press release or such other means of announcement as we deem appropriate.
Determination of the Subscription Price
The $2.50 subscription price was approved by the members of our board of directors who are not employed by
StepStone. In approving the subscription price, our board considered, among other things, the following factors:
•

the backstop purchase price of $2.50 at which SREP III was willing to provide the Backstop Commitment;

•

the fact that the subscription rights will be non-transferable;

•

the low level of execution risk of raising of capital in this rights offering with the Backstop Commitment
because of the familiarity of the Company with transactions with StepStone, SREP III’s affiliate, and
StepStone’s record of consummation of transactions entered into with the Company;

•

the terms and expenses of this rights offering relative to other alternatives for raising capital and our
advisors and our ability to access capital through such alternatives and the execution risk;

•

the size of this rights offering; and

•

the general condition of the securities market for REITs focused on hotel properties in the current
economic climate and the adverse effect of the COVID-19 pandemic on the hospitality industry.
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Subscription and Information Agent
Broadridge will act as the subscription and information agent in connection with this rights offering. Broadridge
will receive for its administrative, processing, invoicing and other services a fee estimated to be approximately
$14,000, plus reimbursement for all out-of-pocket expenses related to this rights offering.
Completed subscription certificates must be sent together with full payment of the subscription price for all
whole shares subscribed for through the exercise of the right and to the subscription agent by one of the methods
described below. We will accept only properly completed and duly executed subscription certificates actually
received at any of the addresses listed below, at or prior to 5:00 p.m., New York City time, on the expiration date of
this rights offering or by the close of business on the third business day after the expiration date of this rights
offering following timely receipt of a notice of guaranteed delivery. See “Payment for Shares” below. In this
prospectus, close of business means 5:00 p.m., New York City time, on the relevant date.
Subscription Certificate Delivery Method

Address/Number

By Notice of Guaranteed Delivery:

Contact an Eligible Guarantor Institution, which may
include a commercial bank or trust company, a member
firm of a domestic stock exchange or a savings bank or
credit union, to notify us of your intent to exercise the
subscription rights.

By Hand or Overnight Courier:

Broadridge Corporate Issuer Solutions, Inc.
Attn: BCIS IWS
51 Mercedes Way
Edgewood, NY 11717

By Regular Mail:

Broadridge Corporate Issuer Solutions, Inc.
Attn: BCIS Re-Organization Dept.
P.O. Box 1317
Brentwood, NY 11717-0718

Delivery to an address other than one of the addresses listed above may not constitute valid delivery and,
accordingly, may be rejected by us.
Any questions or requests for assistance concerning the method of subscribing for shares or for additional
copies of this prospectus or subscription certificates or notices of guaranteed delivery may be directed to the
subscription agent at its telephone number and address listed below:
Broadridge Corporate Issuer Solutions, Inc.
Toll-free: (855) 793-5068
Email: shareholder@Broadridge.com
Shareholders may also contact their broker-dealers or nominees for information with respect to this rights
offering.
Methods for Exercising Subscription Rights
Exercise of the Subscription Right
Subscription rights are evidenced by subscription certificates that, except as described below under “Foreign
Shareholders,” will be mailed to record date shareholders or, if a record date shareholder’s shares are held by a
depository or nominee on his, her or its behalf, to such depository or nominee. Subscription rights may be exercised
by completing and signing the subscription certificate that accompanies this prospectus and mailing it in the
envelope provided, or otherwise delivering the completed and duly executed subscription certificate to the
subscription agent, together with payment in full for the shares at the estimated subscription price by the expiration
date of this rights offering. Subscription rights may also be exercised by contacting your broker, trustee or other
nominee, who can arrange, on your behalf, to guarantee delivery of payment and delivery of a properly completed
and duly executed subscription certificate pursuant to a notice of guaranteed delivery by the close of business on
the third business day after the expiration date. A fee may be charged by your broker, trustee or other nominee for
this service. Completed subscription certificates and related payments must be
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received by the subscription agent prior to 5:00 p.m., New York City time, on or before the expiration date (unless
payment is effected by means of a notice of guaranteed delivery as described below under “Payment for Shares”) at
the offices of the subscription agent at the address set forth above. All exercises of subscription rights are
irrevocable.
Record Date Shareholders Whose Shares are Held by a Nominee
Record date shareholders whose shares are held by a nominee, such as a bank, broker-dealer or trustee, must
contact that nominee to exercise their subscription rights. In that case, the nominee will complete the subscription
certificate on behalf of the record date shareholder and arrange for proper payment by one of the methods set forth
under “Payment for Shares” below.
Nominees
Nominees, such as brokers, trustees or depositories for securities, who hold shares for the account of others,
should notify the respective beneficial owners of the shares as soon as possible to ascertain the beneficial owners’
intentions and to obtain instructions with respect to the subscription rights. If the beneficial owner so instructs, the
nominee should complete the subscription certificate and submit it to the subscription agent with the proper payment
as described under “Payment for Shares” below.
General
All questions as to the validity, form, eligibility (including times of receipt and matters pertaining to beneficial
ownership) and the acceptance of subscription forms and the subscription price will be determined by us, which
determinations will be final and binding. No alternative, conditional or contingent subscriptions will be accepted. We
reserve the right to reject any or all subscriptions not properly submitted or the acceptance of which would, in the
opinion of our counsel, be unlawful.
We reserve the right to reject any exercise of subscription rights if such exercise is not in accordance with the
terms of this rights offering or not in proper form or if the acceptance thereof or the issuance of shares of our
common stock thereto could be deemed unlawful. We reserve the right to waive any deficiency or irregularity with
respect to any subscription certificate. Subscriptions will not be deemed to have been received or accepted until all
irregularities have been waived or cured within such time as we determine in our sole discretion. We will not be under
any duty to give notification of any defect or irregularity in connection with the submission of subscription
certificates or incur any liability for failure to give such notification.
The Subscription Rights are Not Transferable
The subscription rights are non-transferable and we do not intend to list the subscription rights on any
securities exchange or include them in any automated quotation system. Therefore, there will be no market for the
subscription rights.
Foreign Shareholders
Subscription certificates will not be mailed to foreign shareholders. Foreign shareholders will receive written
notice of this rights offering. The subscription agent will hold the subscription rights to which those subscription
certificates relate for these shareholders’ accounts until instructions are received to exercise the subscription rights,
subject to applicable law.
Payment for Shares
Participating subscription rights holders may choose between the following methods of payment:
(1) A participating subscription rights holder may send the subscription certificate together with payment for
the shares acquired in the subscription right to the subscription agent based on the subscription price of
executed subscription certificate, must be received by the subscription agent at one of the subscription
agent’s offices set forth above (see “—Subscription Agent”), at or prior to 5:00 p.m., New York City time,
on the expiration date.
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(2) A participating subscription rights holder may request an Eligible Guarantor Institution as that term is
defined in Rule 17Ad-15 under the Exchange Act to send a notice of guaranteed delivery or otherwise
guaranteeing delivery of (i) payment of the full subscription price for the whole shares subscribed for in the
subscription right and any additional shares subscribed for pursuant to the over-subscription right and
(ii) a properly completed and duly executed subscription certificate. The subscription agent will not honor a
notice of guaranteed delivery unless a properly completed and duly executed subscription certificate and
full payment for the shares is received by the subscription agent at or prior to 5:00 p.m., New York City
time, on
, unless this rights offering is extended by us.
All payments by a participating subscription rights holder must be in U.S. dollars by money order or check or
bank draft drawn on a bank or branch located in the United States and payable to Broadridge Corporate Issuer
Solutions, Inc. Payment also may be made by wire transfer to U.S. Bank, ABA # 123000848, Account # 153910728465,
Broadridge FBO Condor Hospitality Trust, Inc., with reference to the subscription rights holder’s name. The
subscription agent will deposit all funds received by it prior to the final payment date into a segregated account
pending pro-ration and distribution of the shares.
The method of delivery of subscription certificates and payment of the subscription price to us will be at the
election and risk of the participating subscription rights holders, but if sent by mail it is recommended that such
certificates and payments be sent by registered mail, properly insured, with return receipt requested, and that a
sufficient number of days be allowed to ensure delivery to the subscription agent and clearance of payment prior to
5:00 p.m., New York City time, on the expiration date or the date guaranteed payments are due under a notice of
guaranteed delivery (as applicable). Because uncertified personal checks may take at least five business days to
clear, you are strongly urged to pay, or arrange for payment, by means of certified or cashier’s check or money
order.
Whichever of the two methods described above is used, issuance of the shares purchased is subject to
collection of checks and actual payment. If a participating subscription rights holder who subscribes for shares as
part of the subscription right does not make payment of any amounts due by the expiration date, the date guaranteed
payments are due under a notice of guaranteed delivery or within ten business days of the confirmation date, as
applicable, the subscription agent reserves the right to take any or all of the following actions: (i) apply any payment
actually received by it from the participating subscription rights holder toward the purchase of the greatest whole
number of shares which could be acquired by such participating subscription rights holder upon exercise of the right;
and/or (ii) exercise any and all other rights or remedies to which it may be entitled, including the right to set off
against payments actually received by it with respect to such subscribed for shares.
All questions concerning the timeliness, validity, form and eligibility of any exercise of subscription rights will
be determined by us, whose determinations will be final and binding. We may waive any defect or irregularity, or
permit a defect or irregularity to be corrected within such time as we may determine, or reject the purported exercise of
any right. Subscriptions will not be deemed to have been received or accepted until all irregularities have been
waived or cured within such time as we determine. The subscription agent will not be under any duty to give
notification of any defect or irregularity in connection with the submission of subscription certificates or incur any
liability for failure to give such notification.
Participating subscription rights holders will have no right to rescind their subscription after receipt of their
payment for shares.
Delivery of Shares
Shareholders whose shares are held of record by Cede or by any other depository or nominee on their behalf or
their broker-dealers’ behalf will have any shares that they acquire credited to the account of Cede or the other
depository or nominee. With respect to all other shareholders, stock certificates for all shares acquired will be mailed
after payment for all the shares subscribed for has cleared, which may take up to 15 business days from the expiration
date.
Termination
If this rights offering is terminated, all subscription rights will expire without value and we will promptly arrange
for the refund, without interest or penalty, of all funds received from subscription rights holders.
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All monies received by the subscription agent in connection with this rights offering will be held by the subscription
agent, on our behalf, in a segregated interest-bearing account at a negotiated rate. All such interest shall be payable
to us even if we determine to terminate this rights offering and return your subscription payment.
Ownership Restrictions
A subscription rights holder may not exercise subscription rights to the extent that any such exercise would
result in such holder beneficially owning more than 9.9% of our issued and outstanding common stock after giving
effect to such holder’s purchase under the subscription rights unless we exempt the limitation and such ownership
does not result in the loss of our REIT status.
No Recommendation to Shareholders
Our board of directors has not made, nor will they make, any recommendation to shareholders regarding the
exercise of subscription rights under this rights offering. We cannot predict the price at which our shares of common
stock will trade after this rights offering. You should consult with your legal, tax and financial advisors prior to
making your independent investment decision about whether or not to exercise your subscription rights.
As of the record date, SREP beneficially owned approximately 24.2% of our outstanding common stock, and
approximately 47.8% of our Series E Preferred Stock, and three of our nine directors were designated for election to
our board of directors by SREP. You should not view the intentions of SREP or as a recommendation or other
indication, by them, or any member of our board of directors, regarding whether the exercise of the subscription
rights is or is not in your best interests.
Shareholders who exercise subscription rights risk investment loss on new money invested. We cannot assure
you that the market price for our common stock will remain above the subscription price or that anyone purchasing
shares at the subscription price will be able to sell those shares in the future at the same price or a higher price. If you
do not exercise or sell your subscription rights, you will lose any value represented by your subscription rights, and
if you do not exercise your subscription rights in full, your percentage ownership interest in the Company will be
diluted. For more information on the risks of participating in this rights offering, see the section of this prospectus
entitled “Risk Factors.”
Effect of This Offering on Existing Shareholders; Interests of Certain Shareholders, Directors and Officers
After giving effect to this rights offering, assuming that it is fully subscribed, we would have approximately
shares of common stock outstanding, representing an increase of approximately 33% in our outstanding shares as of
the record date. If you fully exercise the subscription rights that we distribute to you, your proportional interest in us
will remain the same. If you do not exercise any subscription rights, or you exercise less than all of your subscription
rights, your interest in us will be diluted, as you will own a smaller proportional interest in us compared to your
interest prior to this rights offering.
As of the record date, SREP beneficially owned approximately 24.2% of our outstanding common stock and
approximately 47.8% of our Class E Preferred Stock. SREP will have the right to subscribe for and purchase shares of
our common stock under the right, but it has no obligation to do so.
Whether or not SREP exercises its subscription rights in this rights offering and assuming that no other holders
exercise their subscription rights in this rights offering, SREP will acquire an aggregate of 4,000,000 shares of our
common stock at the subscription price pursuant to the aggregate of the exercise of its subscription rights and SREP
III exercise of the Backstop Commitment, following which SREP and its affiliates would beneficially own
approximately 43.2% of our outstanding common stock and (2) all other holders would beneficially own approximately
56.8% of our outstanding common stock. All ownership percentages described in this paragraph are based upon out
outstanding common stock and the beneficial ownership of SREP as of the record date. Except as a result of any
increase in its ownership of our common stock and related subscription rights, SREP and its affiliates will not obtain
any additional governance or control subscription rights as a result of this rights offering.
The number of shares of our common stock outstanding listed in each case above assumes that (1) all of the
other shares of our common stock issued and outstanding on the record date will remain issued and outstanding and
owned by the same persons as of the closing of this rights offering and (2) we will not issue any shares of common
stock in the period between the record date and the closing of this rights offering.
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Further, by virtue of SREP and its affiliates’ ownership, they are able to control or otherwise exert substantial
influence over us, including our business strategy and policies, mergers or other business combinations, acquisition
or disposition of assets, future issuances of our common stock, debt or other securities, the incurrence of debt or
obtaining other sources of financing, and other matters relating to our business and operations. So long as SREP and
its affiliates continue to control a substantial percentage of the Company’s outstanding capital stock, they will
continue to exert substantial influence over us and will have the ability to determine the outcome of any matters
submitted to a vote of our shareholders.
SREP’s interests may not always be consistent with our interests or with the interests of our other shareholders.
To the extent that conflicts of interest may arise between us and SREP and its affiliates, those conflicts may be
resolved in a manner adverse to us or our other shareholders.
In addition, SREP and its affiliates will be entitled to certain registration rights with respect to any shares of our
common stock they acquire under the Backstop Commitment, pursuant to the Investor Rights Agreement dated
March 16, 2016 by and among us, SREP and StepStone Group Real Estate LP. See “The Backstop Agreement—
Registration Rights” for more information.
Material U.S. Federal Income Tax Treatment of Subscription Rights Distribution
The receipt and exercise of subscription rights by shareholders should generally not be taxable for U.S. federal
income tax purposes. You should seek specific tax advice from your tax advisor in light of your particular
circumstances and as to the applicability and effect of any other tax laws. See “Material Federal Income Tax
Considerations.”
Shares of Our Common Stock Outstanding After this Rights Offering
As of the record date,
shares of our common stock were issued and outstanding. Assuming no additional
shares of common stock have been or will be issued by the Company after the record date and prior to consummation
of this rights offering and assuming it is fully subscribed, we expect approximately
shares of our common
stock will be outstanding immediately after completion of this rights offering and issuance of any shares pursuant to
the Backstop Commitment.
Other Matters
We are not making this rights offering in any state or other jurisdiction in which it is unlawful to do so, nor are
we distributing or accepting any offers to purchase any shares of our common stock from subscription rights holders
who are residents of those states or other jurisdictions or who are otherwise prohibited by federal or state laws or
regulations to accept or exercise the subscription rights. We may delay the commencement of this rights offering in
those states or other jurisdictions, or change the terms of this rights offering, in whole or in part, in order to comply
with the securities laws or other legal requirements of those states or other jurisdictions. Subject to state securities
laws and regulations, we also have the discretion to delay allocation and distribution of any shares you may elect to
purchase by exercise of your subscription rights in order to comply with state securities laws. We may decline to
make modifications to the terms of this rights offering requested by those states or other jurisdictions, in which case,
if you are a resident in those states or jurisdictions or if you are otherwise prohibited by federal or state laws or
regulations from accepting or exercising the subscription rights, you will not be eligible to participate in this rights
offering. However, we are not currently aware of any states or jurisdictions that would preclude participation in this
rights offering.
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THE BACKSTOP AGREEMENT
The Backstop Commitment
On December 7, 2020, we entered into a Backstop Agreement, or the Backstop Agreement, with SREP III, an
affiliate of SREP. Pursuant to the Backstop Agreement we agreed to issue and sell to SREP III, and SREP III has
agreed to purchase from us, an aggregate number of shares of our common stock equal to (x) $10.0 million, minus (y)
the aggregate proceeds of this rights offering divided by the subscription price, at a price per share equal to the
subscription price, subject to the terms and conditions of the Backstop Agreement. We refer to the transactions
contemplated by the Backstop Agreement as the Backstop Commitment.
As of the record date, SREP, beneficially owned approximately 24.2% of our outstanding common stock and
47.8% of our Class E Preferred Stock, and three of our nine directors were designated for election to our board of
directors by SREP. SREP III, an affiliate of SREP, has provided the Backstop Commitment in the event the proceeds
from this rights offering are less than $10.0 million. See “The Rights Offering—Effect of Rights Offering on Existing
Shareholders; Interests of Certain Shareholders, Directors and Officers.”
Closing Conditions
The closing of the transactions contemplated by the Backstop Agreement is subject to the satisfaction or
waiver of customary conditions, including (i) a rights offering of the Company’s common stock shall have been made
in accordance with the Backstop Agreement and on terms substantially as stated in this prospectus, (ii) the expiration
date of the rights offering shall have occurred on or prior to May 31, 2021, (iii) the representations and warranties of
the Company set forth in the Backstop Agreement shall have been true and correct as of the date of the Backstop
Agreement, shall remain true and correct as of the date of issue and sale in this rights offering and the Backstop
Commitment, except to the extent made as of a specific date and the Company shall have delivered a certificate of an
officer of the Company certifying as to the foregoing, (iv) all obligations, covenants and agreements of the Company
required to be performed at or prior to the expiration date of the rights offering shall have been performed, and the
Company shall have delivered a certificate of an officer of the Company certifying as to the foregoing, (v) the
Company shall have granted SREP III an exemption from the ownership limitation set forth in the Company’s articles
of incorporation, and (vi) the Company shall have delivered a certificate of the secretary of the Company certifying as
to the board of directors resolutions approving the transactions contemplated by the Backstop Agreement.
Termination
The Backstop Agreement may be terminated at any time prior to the closing of the transactions contemplated by
the Backstop Agreement as follows:
•

by SREP III upon the failure by us to meet any of the conditions for closing of the Backstop Commitment;

•

by the Company if SREP III takes any action that would be a breach of the Backstop Agreement, and if
such breach is not cured within five (5) business days after receipt of written notice from the Company to
SREP III;

•

by mutual written consent of the Company and SREP III, and

•

automatically terminated upon the date on which this rights offering is withdrawn or terminated.

Indemnification
We have agreed to indemnify and hold harmless SREP III and its directors, officers, shareholders, members,
partners, employees and agents, each person who controls SREP III (within the meaning of Section 15 of the
Securities Act and Section 20 of the Exchange Act), and the directors, officers, shareholders, agents, members,
partners or employees of such controlling persons from any and all losses, liabilities, obligations, claims,
contingencies, damages, costs and expenses, including all judgments, amounts paid in settlements, court costs and
reasonable attorneys’ fees and costs of investigation that any such indemnified person may suffer or incur as a result
of or relating to (i) any breach of any of the representations, warranties, covenants or agreements made by the
Company in the Backstop Agreement or (ii) any action instituted against any such indemnified person in any
capacity, or any of them or their respective affiliates, by any shareholder of the Company who is not an affiliate
27

TABLE OF CONTENTS

of such indemnified persons, with respect to any of the transactions contemplated under the Backstop Agreement
(unless such action is based upon a breach of such indemnified persons’ representations, warranties or covenants in
the Backstop Agreement or any agreements or understandings such indemnified person may have with any such
shareholder or any violations by such indemnified person of state or federal securities laws or any other conduct by
such indemnified person which constitutes fraud or gross negligence).
Registration Rights
The purchase of shares of our common stock by SREP III pursuant to the Backstop Commitment would be
effected in a transaction exempt from the registration requirements of the Securities Act and would not be registered
pursuant to the registration statement of which this prospectus forms a part. SREP III will be entitled to certain
registration rights with respect to any shares of our common stock they acquire in this rights offering or pursuant to
the Backstop Commitment, pursuant to the Investor Rights Agreement dated March 16, 2016 by and among us, SREP
and StepStone Group Real Estate LP.
THE LOANS
Effective on November 19, 2020, the Company entered into an amendment of its credit agreement with KeyBank
National Association and the other lenders thereto, or as amended the Credit Agreement.
On November 18, 2020, the Company separately entered into the StepStone Loan and the IRSA Loan, or the
Notes or Note. Pursuant to the Notes, the Company borrowed in the aggregate $10,000,000 from SREP III and Efanur
and used the proceeds to repay a portion of the loan outstanding under the Credit Agreement, in order to obtain
favorable modification of the Credit Agreement effective on November 19, 2020. Each of the Notes matures upon the
earliest to occur of (a) the closing of a rights offering or a non-rights offering conversion in an amount equal to the
outstanding principal balance of the respective Note, (b) the acceleration of the respective Note on or after the
occurrence of an event of default and (c) January 2, 2023.
If the principal due under each Note is not converted to common stock of the Company or the Notes are not
otherwise paid in full on or before July 1, 2021 (or August 30, 2021 if the conversion becomes subject to an SEC
review proceeding), an event of default will occur under the Credit Agreement, where the obligations may be
accelerated and the lenders may declare all amounts thereunder immediately due and payable.
Each of the Notes accrues interest at 10.00% per annum exclusive of any portion of the principal that is used in a
rights offering and, in the case of the Note in favor of SREP III, any backstop commitment, provides for the interest
rate to increase to 20% upon an event of default or if any amounts under the applicable Note are outstanding after
May 31, 2021, provides for the capitalization of interest and provides for the payment of all accrued and unpaid
interest and principal on the maturity date. Each of the Notes also provides, subject to a make whole fee payable to
SREP III and Efanur, as applicable, for the interest rate to increase to 25% upon a determination by the disinterested
members of the board of directors of the Company (a) not to proceed with, or to terminate, a rights offering, (b) to
prohibit a non-rights offering conversion or (c) not to seek shareholder approval of the transactions contemplated by
the Notes, including the issuance of shares of common stock of the Company and the conversion price, or
Shareholder Approval, because the failure to make any such determination would reasonably be expected to
constitute a breach of the directors’ duties under Maryland law, we refer to as a Board Decision.
Subject to receipt of Shareholder Approval or a Board Decision, SREP III and Efanur may elect to convert the
principal due under the applicable Note into common stock of the Company in connection with this rights offering or
any future rights offering commenced by the Company for 4,000,000 shares of common stock of the Company at a
price of $2.50 per share. Pursuant to the Note in favor of SREP III, the Company has committed to offer to SREP the
option to purchase any shares of common stock of the Company underlying any unexercised subscription rights in
any such rights offering. Efanur, with the consent of SREP III, may be permitted to participate in the Backstop
Commitment. If Efanur is permitted to participate in the Backstop Commitment, the number of shares of common stock
that SREP III would receive pursuant to the Backstop Commitment would be reduced by the number of shares of
common stock that Efanur is permitted to acquire as part of its participation in the Backstop Commitment.
If any amounts remain unpaid on the applicable Note after May 31, 2021 or, if earlier, the termination, rescission
or rejection of the rights offering, subject to receipt of Shareholder Approval or a Board Decision,
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SREP III and Efanur may elect to convert the principal due under the applicable Note into 4,000,000 shares of common
stock of the Company at a price of $2.50 per share, or a Non-Rights Offering Conversion. Efanur, with the consent of
SREP III, may be permitted to purchase a portion of the StepStone Loan. If Efanur purchases a portion of the
StepStone Loan, the number of shares that SREP III receives in the Non-Rights Offering Conversion would be
reduced by the number of shares of common stock that Efanur acquires pursuant to the portion of the StepStone
Loan acquired.
The issuance of shares in a Rights Offering or Non-Rights Offering Conversion is subject to receipt of the
shareholder approval, which the Company committed to seek at a special meeting of shareholders expected to be held
no later than January 31, 2021.
In the event of a Board Decision in order to accept an unsolicited cash offer for newly issued common stock or
securities convertible into common stock of the Company, then upon consummation of any such sale, the Company
is required to pay SREP III and Efanur a make whole fee, equal to (a) the difference between $2.50 per share and the
higher cash purchase price per share in the unsolicited cash offer (b) multiplied by the number of respective shares
issued to SREP III and Efanur pursuant to their exercise of their preemptive rights in such sale.
SREP III and Efanur have entered into separate subordination and standstill agreements with KeyBank National
Association that govern the subscription rights of SREP III and Efanur, as applicable, to seek payment under and
enforce remedies under the applicable Note.
In connection with the entry into of the Notes, on November 18, 2020, the Company entered into separate
Voting Agreements with (a) the StepStone Shareholders, which are affiliates of SREP III, and (b) the IRSA
Shareholders, which are affiliates of Efanur and IRSA. Pursuant to the Voting Agreements, each of the
StepStone Shareholders and IRSA Shareholders separately committed to vote their voting securities in the Company
at a special meeting of shareholders to approve the issuance of the common stock, and any change of control that
could result from the issuance of the common stock, in a Rights Offering or a Non-Rights Offering Conversion, as
required pursuant to NYSE American Company Guide Rule 713. The aggregate voting power of the StepStone
Shareholders and IRSA Shareholders committed to vote affirmatively for such matters is sufficient to assure approval
of such matters at a shareholders meeting.
SREP III and Efanur Notes may accelerate and declare all amounts due under their Note upon the following
events with respect to their Note, each an Event of Default:
•

the Company fails to make any payment of principal or interest on the Note when due;

•

the Company fails to perform, comply with or observe any covenant or undertaking contained in the Note,
and such failure continues for a period of thirty (30) days after the Company becomes, or should have
become, aware of such failure;

•

if any Company representation, warranty or other statement in or pursuant to the Note is false, erroneous
or misleading in any material respect when made;

•

if the Company makes or proposes an assignment for the benefit of creditors generally, offers a
composition or extension to creditors or makes or sends notice of an intended bulk sale of any business or
assets;

•

the commencement of any action for the bankruptcy, dissolution or liquidation or similar proceedings or
actions of the Company;

•

the appointment of a receiver, liquidator, custodian, trustee or similar official or fiduciary for Company or
for any portion of its property, the value of which exceeds $1,000,000) in the aggregate;

•

any breach or default occurs under (x) the Credit Agreement or (y) other indebtedness in excess of
$5,000,000, if the holder of the debt could demand the debt to be accelerated;

•

a change of control of the Company as defined in the Credit Agreement occurs or the Company sells all or
substantially all of its assets, if the obligations under the Credit Agreement become or are declared to be
due and payable or are required to be prepaid; or
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•

The failure of the Company to obtain Shareholder Approval by January 31, 2021; or the Rights Offering is
not consummated prior to May 31, 2021.

However, an Event of Default pursuant to the last bullet point above does not give either SREP III or Efanur the
right under their respective Notes to accelerate the obligations under unless otherwise permitted pursuant to their
subordination agreements with the KeyBank National Association.
The Notes were issued to SREP III and Efanur in transactions exempt from registration under the Securities Act
of 1933, as amended, in reliance on Section 4(a)(2) thereof, as such issuances of securities were not made in a public
offering, the Company did not engage in general solicitation or advertising and SREP III and Efanur are accredited
investors.
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DESCRIPTION OF CAPITAL STOCK
The following summary discusses the material terms of our capital stock and does not purport to be a
complete summary and is qualified in its entirety by reference to Maryland laws and our articles of incorporation
and bylaws, copies of which have previously been filed with the SEC. See “Where You Can Find More
Information.”
The following summary of the general terms and provisions of our capital stock does not purport to be complete
and is based upon and qualified by reference to our articles of incorporation and bylaws, which are either filed as
exhibits to our Annual Report on Form 10-K or are incorporated by reference to our Annual Report on Form 10-K. We
encourage you to read our articles of incorporation, our bylaws and the applicable provisions of the Maryland
General Corporation Law, for additional information.
General
Our articles of incorporation provide that we may issue up to 240,000,000 shares of capital stock, consisting of
200,000,000 shares of common stock, $0.01 par value per share, and 40,000,000 shares of preferred stock, $0.01 par
value per share. Under Maryland law, our shareholders are not personally liable for our debts and obligations solely
as a result of their status as shareholders.
Restrictions on Ownership and Transfer
Our articles of incorporation establish certain restrictions on the original issuance and transfer of shares of our
common and preferred stock. Subject to certain exceptions, our articles of incorporation provide that no person may
own, or be deemed to own by virtue of the attribution provisions of the federal income tax laws and the federal
securities laws, more than 9.9% of:
•

the number of outstanding shares of our common stock, or

•

the number of outstanding shares of our preferred stock of any class or series of preferred stock.

Our articles of incorporation provide that, subject to the exceptions described below, any transfer of common or
preferred stock that would:
•

result in any person owning, directly or indirectly, shares of its common or preferred stock in excess of
9.9% of the outstanding shares of common stock or any class or series of preferred stock,

•

result in our common and preferred stock being owned by fewer than 100 persons, determined without
reference to any rules of attribution,

•

result in our being “closely held” under the federal income tax laws, or

•

cause us to own, actually or constructively, ten percent or more of the ownership interests in a tenant of
our real property (other than our wholly-owned taxable REIT subsidiary, TRS Lessee, Inc., and its whollyowned subsidiaries), under the federal income tax laws,

will be null and void and the intended transferee will acquire no rights in those shares of stock. In addition, the
shares to be transferred will be designated as shares-in-trust and transferred automatically to a trust effective on the
day before the purported transfer. The record holder of the shares that are designated as shares-in-trust, or the
prohibited owner, will be required to submit the shares to us for registration in the name of the trust. We will
designate the trustee, but the trustee may not be affiliated with us. The beneficiary of the trust will be one or more
charitable organizations that we name.
Shares-in-trust will remain shares of issued and outstanding common stock or preferred stock and will be
entitled to the same rights and privileges as all other stock of the same class or series. The trust will receive all
dividends and distributions on the shares-in-trust and will hold the dividends or distributions in trust for the benefit
of the beneficiary. The trust will vote all shares-in-trust. The trust will designate a permitted transferee of the sharesin-trust, provided that the permitted transferee purchases the shares-in-trust for valuable consideration and acquires
the shares-in-trust without the acquisition resulting in a transfer to another trust.
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Our articles of incorporation require that the prohibited owner of shares-in-trust pay the trust the amount of any
dividends or distributions received by the prohibited owner that are attributable to any shares-in-trust if the record
date of the distribution was on or after the date that the shares of stock became shares-in-trust. The trust will pay the
prohibited owner the lesser of:
•

the price per share that the prohibited owner paid for the shares of common stock or preferred stock that
were designated as shares-in-trust, or, in the case of a gift or devise, the market price per share on the date
of such transfer, or

•

the price per share received by the trust from the sale of the shares-in-trust.

The trust will distribute to the beneficiary any amounts received by the trust in excess of the amounts to be paid
to the prohibited owner.
The shares-in-trust 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 created the shares-in-trust, or, in the case of a gift or devise, the
market price per share on the date of the transfer, or

•

the market price per share on the date that we, or our designee, accepts the offer.

“Market price” on any date means the average of the closing prices for the five consecutive trading days ending on
that date. The closing price on any date generally means the last quoted price as reported by the primary securities
exchange or market on which our stock is then listed or quoted for trading, or if our stock is not so listed or quoted,
the average of the closing bid and asked prices as furnished by a professional market maker making a market in the
shares of equity stock selected by our board of directors. “Trading day” means a day on which the principal national
securities exchange on which shares of our common or preferred stock are listed or admitted to trading is open for the
transaction of business or, if our common or preferred stock is not listed or admitted to trading on any national
securities exchange, means any day other than a Saturday, a Sunday or a day on which banking institutions in the
State of New York are authorized or obligated by law or executive order to close.
If a shareholder owns, directly or indirectly, 5% or more, or any lower percentage required by federal income tax
laws, of our outstanding shares of stock, then he or she must, within 30 days after January 1 of each year, provide us
with a written statement or affidavit stating his or her name and address, the number of shares of common and
preferred stock owned directly or indirectly and a description of how those shares are held. In addition, each direct or
indirect shareholder must provide us with any additional information as we may request to determine any effect on
our status as a REIT and to ensure compliance with the ownership limit.
The ownership limit in our articles of incorporation will continue to apply until:
•

our board of directors determines that it is no longer in our best interests to attempt to qualify, or to
continue to qualify, as a REIT, and

•

there is an affirmative vote of two-thirds of the number of shares of outstanding common and preferred
stock entitled to vote at a regular or special meeting of shareholders.

Transfer Agent
The transfer agent and registrar for our common stock and 6.25% Series E Cumulative Convertible Preferred
Stock is American Stock Transfer & Trust Company, LLC.
Description of Common Stock
Voting Rights
Each outstanding share of common stock entitles the holder to one vote on all matters submitted to a vote of
shareholders, including the election of directors and, except as otherwise required by law or except as provided with
respect to any other class or series of shares of capital stock, holders of our common stock possess the exclusive
voting power. Except as otherwise required by law or with respect to any outstanding shares of any
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series of our preferred stock, holders of our common stock vote as a single class. There is no cumulative voting in the
election of directors. Consequently, at each annual meeting of shareholders, the holders of a majority of the
combined voting power of our outstanding shares of common stock have the ability to elect all of the members of our
board of directors.
Dividend Rights
Subject to the Maryland General Corporation Law and the preferential rights of any other series of shares of our
preferred stock, holders of our common stock are entitled to receive dividends and other distributions if and when
authorized and declared by our board of directors out of assets legally available therefor and to share ratably in our
assets legally available for distribution to shareholders in the event of liquidation, dissolution or winding-up after
payment of, or adequate provision for, all of our known debts and liabilities.
Other Rights
Pursuant to agreements with Real Estate Strategies L.P. and its affiliates, or RES, an affiliate of IRSA Inversiones
y Representaciones Sociedad Anónima, or IRSA, and with SREP III Flight-Investco, L.P., or SREP, an affiliate of
StepStone Group Real Estate LP, or StepStone., we granted each of RES and StepStone the right to purchase our
equity shares or securities convertible into our equity shares in our public and non-public offerings of our equity
securities or securities convertible into our equity securities for cash proportional to their combined fully diluted
beneficial ownership of our common stock (including common stock issuable upon conversion of the Series E
Preferred Stock, if then convertible, and exercise of the warrants) at the same price and on the same terms as offered
to others in the offering. The purchase right terminates on January 31, 2021 for RES or StepStone if they beneficially
own at least 1,538,461 shares of common stock at the time of the offering. The purchase right does not apply to
issuances of equity securities (a) as employee equity awards or (b) for consideration in acquisition transactions.
Except for the contractual preemptive rights held by RES and StepStone shares of our common stock have no
preemptive or conversion rights or other subscription rights. There are no redemption or sinking fund provisions
applicable to our common stock. All of the outstanding shares of our common stock are validly issued, fully paid and
nonassessable shares. The shares of common stock issuable pursuant to this prospectus will be duly authorized,
validly issued, fully paid and nonassessable shares.
Description of Preferred Stock
Our articles of incorporation permit our board of directors to authorize the issuance of shares of our preferred
stock from time to time, in one or more series. Our board of directors may grant the holders of any series of our
preferred stock preferences, powers and rights, voting or otherwise, senior to the rights of common shareholders. Our
board of directors could authorize the issuance of preferred stock with terms and conditions that could have the
effect of discouraging a takeover or other transactions that holders of some, or a majority, of the shares of our
common stock might believe to be in their best interests or in which holders of some, or a majority, of the shares of
our common stock might receive a premium for their shares of common stock over the then current market price of
shares of common stock. We have only one series of preferred stock outstanding at the date of this prospectus, the
6.25% Series E Cumulative Convertible Preferred Stock, or Series E Preferred Stock.
Series E Preferred Stock
Dividends
A holder receives preferential cumulative cash dividends at the rate of 6.25% per annum of the $10.00 liquidation
value per share (equivalent to a fixed annual amount of $0.625 per year) as an annual cumulative dividend, payable
quarterly for each share of Series E Preferred Stock, when authorized by our board of directors or a duly authorized
committee thereof. Dividends are cumulative and accrue, whether or not declared. Accrued but unpaid dividends on
the Series E Preferred Stock will accumulate and will earn additional dividends at 9.5% per annum, compounded
quarterly.
Rank
With respect to dividend rights and rights upon the Company’s liquidation, dissolution or winding up, the
Series E Preferred Stock will rank (a) prior or senior to the common stock, (b) prior or senior to all classes or series of
preferred stock issued by the Company (the “Preferred Stock”), the terms of which specifically provide
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that such shares rank junior to the Series E Preferred Stock with respect to dividend rights and rights upon
liquidation, dissolution or winding up of the Company (together with the common stock, collectively, “Junior
Shares”), (c) on a parity with respect to dividend rights and rights upon liquidation, dissolution or winding up of the
Company with all classes or series of shares of preferred stock issued by the Company, the terms of which
specifically provide that such shares rank on a parity with the Series E Preferred Stock (collectively, “Parity Shares”)
and (d) junior to all existing and future indebtedness of the Company.
Liquidation Preference
Upon the Company’s liquidation, dissolution or winding up, before any distribution is made to the holders of
common stock or any other capital stock that ranks junior, the holders of the Series E Preferred Stock are entitled to a
liquidation preference of $10.00 per share (the “Liquidation Preference”), plus an amount equal to any accrued and
unpaid dividends to the date of payment.
Redemption
The Company upon not less than 30 nor more than 60 calendar days’ prior written notice, may at its option at
any time or from time to time thereafter, select a redemption date or dates to redeem up to a total of 490,250 shares of
Series E Preferred Stock, in all cases for cash at a redemption price equal to the “Redemption Amount”, described
below, per share, plus all accrued and unpaid dividends to the date of redemption provided that (x) redemptions are
made pro rata (as nearly as practicable without creating factional shares) to all holders of Series E Preferred Stock,
and (y) the Company may not borrow funds, or delay making any capital expenditures or paying any operating
expenses, for the purpose of making any such partial redemptions.
The “Redemption Amount” with respect to a share of Series E Preferred Stock means:
•

110% of the Liquidation Preference for redemption on or before March 16, 2019;

•

120% of the Liquidation Preference for redemption from March 16, 2019 and prior to March 16, 2020; and

•

130% of the Liquidation Preference for redemption on or after March 16, 2020.

Conversion
The Series E Preferred Stock is convertible, at the option of the holder, at any time on or after February 28, 2019,
into common stock, or the Conversion Price, of $13.845 for each share of common stock, which is equal to the rate of
0.72228 share of common stock for each share of Series E Preferred Stock.
Conversion Price
The initial conversion price is $13.845, but the conversion price will be subject to anti-dilution adjustments upon
the occurrence of stock splits and stock dividends.
Automatic Conversion
In the event of a “Qualified Pricing Event,” described below, a number of shares of Series E Preferred Stock
(including any fraction of a share) as is determined by:
•

multiplying the daily weighted market sales price average by the daily average volume of the common stock
during the “Qualified Pricing Event Period,” described below, and then

•

multiplying the result by 15, and then

•

dividing that result by the Liquidation Preference (the “Qualified Number of Shares”)

shall automatically convert into an aggregate number of shares of common stock (including any fraction of a share)
as is determined by:
•

multiplying the Qualified Number of Shares (including any fraction of a share) by the Liquidation
Preference, and then

•

dividing the result by the Conversion Price then in effect.
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No automatic conversion of Series E Preferred Stock will occur during a period of 90 calendar days following an
automatic conversion of Series E Preferred Stock (an “Automatic Conversion Limitation Period”) but may occur on
the 91st day and any day thereafter, unless prohibited by another Automatic Conversion Limitation Period.
A “Qualified Pricing Event” means the common stock trades for 60 consecutive trading days (or such longer
trading period to have at least 5 trading days on which trades occurred) at a weighted market sales price average
equal to or greater than 120% of the Conversion Price as reported by any national securities exchange on which the
common stock is then listed for trading, or if none, the as reported “over the counter” trade price for such time period
(a “Qualified Pricing Event Period”).
Put Rights
The holders have put rights (“Put Rights”) commencing March 16, 2021 to put the Series E Preferred Stock to
the Company at 130% of its liquidation preference, which the Company can satisfy with cash or common stock. If the
Company uses common stock to satisfy the Put Rights, the value per share of the common stock used to satisfy the
Put Rights shall be the greater of (a) the weighted market sale price average per shares of the common stock for the 30
trading days (or such longer trading period as required to have at least 5 trading days on which trades occurred)
preceding the put right notice from or a holder of Series E Preferred Stock, or (b) $4.875 per share of common stock.
Articles Amendment
Our articles of incorporation have been amended to eliminate the requirement that our board of directors receive
certain shareholder representations and undertakings in connection with granting exemptions from the prohibition in
our articles of incorporation for a person owning more than 9.9% of the common stock or 9.9% of any class or series
of preferred stock of the Company for conversions of Series E Preferred Stock as long as our board is able to obtain
the opinion of counsel required in our articles of incorporation as a condition to our board granting such an
exemption.
Voting Rights as a Class
So long as any shares of Series E Preferred Stock remain outstanding, the Company will not, without the
affirmative vote or consent of the holders of not less than 75% of the Series E Preferred Stock, voting separately as a
class:
•

amend, alter, repeal or make other changes to any provision of the terms of the Series E Preferred Stock of
any provision elsewhere in our articles of incorporation of the Company so as to adversely affect any right,
preference, privilege or voting power of the Series E Preferred Stock or the holders thereof, including
without limitation any amendment, alteration, repeal or other change effected in connection with a merger,
consolidation or similar transaction (any such transaction, which for the avoidance of doubt does not
include any liquidation, dissolution or winding up of the Company, an “Event”);

•

authorize, create or issue, or increase the authorized or issued amount of, any class or series of capital
stock or rights to subscribe to or acquire any class or series of capital stock or any class or series of capital
stock convertible into any class or series of capital stock, in each case ranking on a parity with, or senior
to, the Series E Preferred Stock with respect to payment of dividends or the distribution of assets upon
liquidation, dissolution or winding up of the Company or otherwise, or reclassify any shares of capital
stock into any such shares; or

•

agree or commit to any of the foregoing.
35

TABLE OF CONTENTS

Pursuant to the terms of the Series E Preferred Stock, so long as 434,750 shares of Series E Preferred Stock (47%
of the originally issued shares of Series E Preferred Stock) remain outstanding, the Company will not, without the
affirmative vote or consent of the holders of not less than 75% of the Series E Preferred Stock then outstanding;
•

merge, consolidate, liquidate, dissolve or wind up the Company or sell, lease or convey all or substantially
all of the assets of the Company;

•

engage in any transaction in which the Company is to be a participant and the amount involved exceeds
$120,000, other than employment compensation, and in which any of the Company’s directors or executive
officers or any member of their immediate families will have a material interest, exclusive of interests arising
solely from the ownership of a class of equity securities of the Company provided that all holders of such
class of equity securities receive the same benefit on a pro rata basis;

•

except for dividends or distributions of cash from the Company’s funds from operations and except as
required to preserve the Company’s qualification as a real estate investment trust under the Code, declare
or pay any dividends or other distributions on shares of common stock or any other Junior Shares;

•

grant an exemption from the 9.9% ownership limit set forth in our articles of incorporation or otherwise,
provided that our board of directors may grant additional exemptions pursuant to our articles of
incorporation to prior recipients of such exemptions, and their affiliates, if such recipients were
shareholders as of February 28, 2017;

•

issue any preferred stock of the Company; or

•

agree or commit to do any of the foregoing.

With respect solely to the exercise of the above described voting rights as a class, each share of
Series E Preferred Stock has one vote per share.
The foregoing voting provisions will not apply if, at or prior to the time when the act with respect to which such
vote would otherwise be required shall be effected, all outstanding Series E Preferred Stock shall have been redeemed
or called for redemption upon proper notice and sufficient funds shall have been deposited in trust to effect such
redemption.
Other Rights
RES and StepStone Approval
RES has the right to appoint up to four directors to our board of directors pursuant to the directors designation
agreement that RES entered into with us in February 2012. RES may nominate (a) four directors if it owns 34% of the
total number of votes represented by our voting stock, (b) three directors if it owns 22% or more but less than 34% of
the total number of votes represented by our voting stock, (c) two directors if it owns 14% or more but less than 22%
of the total number of votes represented by our voting stock, and (d) one director if it owns 7% or more but less than
14% of the total number of votes represented by our voting stock. For purposes of RES’s right to appoint directors,
“voting stock” means capital stock having the power to vote generally for the election of directors of our company
and currently consists of our common stock. StepStone has the right to appoint up to three directors to our board of
directors pursuant an investor rights agreement that StepStone entered into with us in March 2016. StepStone may
nominate (a) three directors if it owns 22% or more of the outstanding voting power of Condor, (b) two directors if it
owns 14% or more but less than 22% of the outstanding voting power of Condor and (c) one director if it owns 7% or
more but less than 14% of the outstanding voting power of Condor.
As long as either RES or StepStone has the right to designate two or more directors to our board of directors
pursuant to their agreements with us, the following requires the approval of RES and/or StepStone:
•

the merger, consolidation, liquidation or sale of substantially all of the assets of Condor;

•

the sale by us of common stock or securities convertible into common stock equal to 20% or more of the
outstanding common stock or voting stock; or
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•

any transaction by us of more than $120,000 in which any of our directors or executive officers or any
member of their immediate family will have a material interest, exclusive of employment compensation and
interests arising solely from the ownership of our equity securities if all holders of that class of equity
securities receive the same benefit on a pro rata basis.

Restrictions on Ownership and Transfer
Our articles of incorporation establish certain restrictions on the original issuance and transfer of shares of our
common and preferred stock. Subject to certain exceptions, our articles of incorporation provide that no person may
own, or be deemed to own by virtue of the attribution provisions of the federal income tax laws and the federal
securities laws, more than 9.9% of:
•

the number of outstanding shares of our common stock, or

•

the number of outstanding shares of our preferred stock of any class or series of preferred stock.

Our articles of incorporation provide that, subject to the exceptions described below, any transfer of common or
preferred stock that would:
•

result in any person owning, directly or indirectly, shares of its common or preferred stock in excess of
9.9% of the outstanding shares of common stock or any class or series of preferred stock,

•

result in our common and preferred stock being owned by fewer than 100 persons, determined without
reference to any rules of attribution,

•

result in our being “closely held” under the federal income tax laws, or

•

cause us to own, actually or constructively, ten percent or more of the ownership interests in a tenant of
our real property (other than TRS Lessee), under the federal income tax laws,

will be null and void and the intended transferee will acquire no rights in those shares of stock. In addition, the
shares to be transferred will be designated as shares-in-trust and transferred automatically to a trust effective on the
day before the purported transfer. The record holder of the shares that are designated as shares-in-trust, or the
prohibited owner, will be required to submit the shares to us for registration in the name of the trust. We will
designate the trustee, but the trustee may not be affiliated with us. The beneficiary of the trust will be one or more
charitable organizations that we name.
Shares-in-trust will remain shares of issued and outstanding common stock or preferred stock and will be
entitled to the same rights and privileges as all other stock of the same class or series. The trust will receive all
dividends and distributions on the shares-in-trust and will hold the dividends or distributions in trust for the benefit
of the beneficiary. The trust will vote all shares-in-trust. The trust will designate a permitted transferee of the sharesin-trust, provided that the permitted transferee purchases the shares-in-trust for valuable consideration and acquires
the shares-in-trust without the acquisition resulting in a transfer to another trust.
Our articles of incorporation require that the prohibited owner of shares-in-trust pay the trust the amount of any
dividends or distributions received by the prohibited owner that are attributable to any shares-in-trust if the record
date of the distribution was on or after the date that the shares of stock became shares-in-trust. The trust will pay the
prohibited owner the lesser of:
•

the price per share that the prohibited owner paid for the shares of common stock or preferred stock that
were designated as shares-in-trust, or, in the case of a gift or devise, the market price per share on the date
of such transfer, or

•

the price per share received by the trust from the sale of the shares-in-trust.

The trust will distribute to the beneficiary any amounts received by the trust in excess of the amounts to be paid
to the prohibited owner.
The shares-in-trust 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 created the shares-in-trust, or, in the case of a gift or devise, the
market price per share on the date of the transfer, or

•

the market price per share on the date that we, or our designee, accepts the offer.
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“Market price” on any date means the average of the closing prices for the five consecutive trading days ending
on that date. The closing price on any date generally means the last quoted price as reported by the primary
securities exchange or market on which our stock is then listed or quoted for trading, or if our stock is not so listed or
quoted, the average of the closing bid and asked prices as furnished by a professional market maker making a market
in the shares of equity stock selected by the board of directors. “Trading day” means a day on which the principal
national securities exchange on which shares of our common or preferred stock are listed or admitted to trading is
open for the transaction of business or, if our common or preferred stock is not listed or admitted to trading on any
national securities exchange, means any day other than a Saturday, a Sunday or a day on which banking institutions
in the State of New York are authorized or obligated by law or executive order to close.
If a shareholder owns, directly or indirectly, 5% or more, or any lower percentage required by federal income tax
laws, of our outstanding shares of stock, then he or she must, within 30 days after January 1 of each year, provide us
with a written statement or affidavit stating his or her name and address, the number of shares of common and
preferred stock owned directly or indirectly and a description of how those shares are held. In addition, each direct or
indirect shareholder must provide us with any additional information as we may request to determine any effect on
our status as a REIT and to ensure compliance with the ownership limit.
The ownership limit in our articles of incorporation will continue to apply until:
•

our board of directors determines that it is no longer in our best interests to attempt to qualify, or to
continue to qualify, as a REIT, and

•

there is an affirmative vote of two-thirds of the number of shares of outstanding common and preferred
stock entitled to vote at a regular or special meeting of shareholders.
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DESCRIPTION OF CERTAIN MATERIAL PROVISIONS OF MARYLAND LAW, OUR ARTICLES OF
INCORPORATION AND OUR BYLAWS
General
The Maryland General Corporation Law contains provisions that may have the effect of impeding the
acquisition of control of a Maryland corporation by means of a tender offer, a proxy contest, open market purchases
or otherwise in a transaction not approved by the corporation’s board of directors. These provisions are designed to
reduce, or have the effect of reducing, the corporation’s vulnerability to coercive takeover practices and inadequate
takeover bids.
Affiliated Transactions Statute
The Maryland Business Combination Act prohibits a business combination between a Maryland corporation
and any interested shareholder or any affiliate of an interested shareholder for five years following the most recent
date upon which the shareholder became an interested shareholder. A business combination includes a merger,
consolidation, share exchange or, in circumstances specified in the statute, an asset transfer or issuance or
reclassification of equity securities. Generally, an interested shareholder is anyone who owns 10% or more of the
voting power of the corporation’s shares or 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 of 10% or more of the voting power of the then
outstanding voting stock of the corporation. A person is not an interested shareholder under the statute if the board
of directors approved in advance the transaction by which he otherwise would have become an interested
shareholder. 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 fiveyear period has elapsed, a corporation subject to the statute may not consummate a business combination with an
interested shareholder unless (a) the transaction has been recommended by the board of directors and (b) the
transaction has been approved by (i) 80% of the outstanding votes entitled to be cast by holders of outstanding
shares of voting stock of the corporation and (ii) two-thirds of the votes entitled to be cast by holders of voting
stock other than shares owned by the interested shareholder with whom or with whose affiliate the business
combination is to be effected or held by an affiliate or associate of the interested shareholder. This approval
requirement need not be met if certain fair price and terms criteria have been satisfied.
Control Share Acquisitions Statute
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 two-thirds of the votes
entitled to be cast on the matter, excluding shares of stock as to which the acquiring person, officers of the
corporation, and employees of the corporation who are directors of the corporation are entitled to exercise or direct
the exercise of the voting power of the shares in the election of directors. “Control shares” are voting shares of stock
which, if aggregated with all other shares of stock previously acquired by a person, would entitle the acquirer to
exercise voting power in electing directors within one of the following ranges of voting power: (a) one-tenth or more
but less than one-third; (b) one-third or more but less than a majority; or (c) a majority or more of all voting power.
Control shares do not include shares that the acquiring person is entitled to vote as a result of having previously
obtained shareholder approval. A “control share acquisition” means the acquisition, directly or indirectly, of control
shares, subject to certain exceptions.
A person who has made or proposes to make a “control share acquisition,” upon satisfaction of certain
conditions (including an undertaking to pay expenses), may compel the board of directors to call a special meeting of
shareholders to be held within fifty (50) days of such demand to consider the voting rights of the shares.
If voting rights are not approved at the meeting or if the acquirer does not deliver an acquiring person statement
as required by the statute, then, subject to certain conditions and limitations, the corporation may redeem any or all
of the control shares, except those for which voting rights have previously been approved, for fair value determined,
without regard to voting rights, as of the date of the last control share acquisition or of any special meeting of
shareholders at which the voting rights of such shares are considered and not approved. If voting rights for control
shares are approved at a shareholders’ meeting and the acquirer becomes entitled to vote a majority of the shares
entitled to vote, all other shareholders may exercise appraisal rights. The fair value of
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the shares as determined for purposes of such appraisal rights may not be less than the highest price per share paid
in the 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 the bylaws of the corporation.
The charter or bylaws of a Maryland corporation may include a provision opting out of the control share
acquisition statute of the Maryland General Corporation Law; however, neither our articles of incorporation nor our
bylaws contain such an opt out provision. Accordingly, the control share acquisition statute of the Maryland
General Corporation Law will apply to any acquisition by any person of our stock.
Our Articles of Incorporation and Bylaws
Board of Directors
Our board of directors currently consists of nine directors. Our articles of incorporation provide that our board
of directors will consist of no less than three nor more than eleven members. Our bylaws provide that a majority of
our board will be independent directors and that the number of directors may be established by our board of directors
from time to time within the range set by our articles of incorporation.
Our directors are elected annually to serve one-year terms and until their successors are elected and qualify.
There is no cumulative voting in the election of directors. Consequently, at each annual meeting of shareholders, the
holders of a majority of the combined voting power of our outstanding shares of common stock have the ability to
elect all of the members of our board of directors. RES and StepStone, our two largest shareholders, hold significant
voting power and have the right to designate directors.
Our bylaws provide that, except for vacancies resulting from the removal of a director by shareholders, a
vacancy will be filled by a majority of the remaining directors in office, even if the remaining directors do not
constitute a quorum except that a vacancy resulting from an increase in the number of directors must be filled by a
majority of the entire board of directors. Any director appointed to fill a vacancy holds office until the next annual
meeting and until his or her successor is duly elected and qualified. However, our bylaws further provide that a
majority of independent directors must nominate replacements for vacancies among the independent directors and
that a majority of independent directors must elect those replacements.
Our bylaws provide that our shareholders may, at any time, remove any director, with or without cause, by
affirmative vote of a majority of the votes entitled to be cast in the election of directors, and may elect a successor to
fill any resulting vacancy.
Meetings of Shareholders
Under our bylaws, annual meetings of shareholders are held each year at a date and time as determined by our
chief executive officer or our board of directors. Special meetings of shareholders may be called by our chief
executive officer, a majority of our directors, or a majority of our independent directors. Special meetings of
shareholders may also be called upon the written request of the holders of not less than ten percent of the votes
entitled to be cast at such meeting. Unless requested by shareholders entitled to cast a majority of votes entitled to
be cast at such meeting, a special meeting need not be called to consider any matter which is substantially the same
as a matter voted on at any annual or special meeting of shareholders held during the preceding twelve months.
Advance Notice Provisions for Shareholder Nominations and Shareholder Proposals
Our bylaws provide that, with respect to an annual meeting of shareholders, nominations of individuals for
election to our board of directors and the proposal of business to be considered by shareholders may be made only
(a) pursuant to our notice of the meeting, (b) by our board of directors or (c) by a shareholder who has complied with
the advance notice procedures of our bylaws.
REIT Status
Our articles of incorporation provide that it is the duty of our board of directors to ensure that our company
satisfies the requirements for maintaining our qualification as a REIT under the Code. The board of directors may take
no action to disqualify our company as a REIT or otherwise revoke our REIT election without the
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affirmative vote of two-thirds of the number of votes entitled to be cast on such matter at a special meeting of
shareholders. Our articles of incorporation permit the board of directors, in its sole discretion, to exempt a person
from the ownership limit in the articles of incorporation if the person provides representations and undertakings that
enable the board to determine that granting the exemption would not result in us losing our qualification as a REIT.
Under the Code, REIT shares owned by certain entities are considered owned proportionately by owners of the
entities for REIT qualification purposes. RES and StepStone provided representations and undertakings necessary
for our board of directors to grant such exemptions.
Amendment of Articles of Incorporation and Bylaws
Our articles of incorporation may be amended by the affirmative vote of the shareholders holding a majority of
the votes entitled to be cast on such matter, subject to provisions of Maryland law that would require a different
vote. Our bylaws may, subject to the provisions of Maryland law, be amended by (a) the affirmative vote of a majority
of the directors, except that the board of directors cannot alter or repeal any bylaws made by the shareholders, or (b)
the affirmative vote of a majority of the votes entitled to be cast on such matter.
A Maryland corporation may also provide in its charter that the board of directors, with the approval of a
majority of the entire board, and without action by the shareholders, may approve amendments to the charter to
increase or decrease the aggregate number of shares of stock that the corporation is authorized to issue or the
number of shares of stock of any class or series that the corporation is authorized to issue. Our articles of
incorporation provide our board of directors with such power.
Preferred Stock
Our articles of incorporation authorize our board of directors to establish one or more series of preferred stock
and to determine, with respect to any series of preferred stock, the preferences, rights and other terms of such series.
See “Description of Capital Stock—Description of Preferred Stock.” Under this authority, our board of directors
could create and issue a series of preferred stock with rights, preferences or restrictions that have the effect of
discriminating against an existing or prospective holder of our capital stock as a result of such holder beneficially
owning or commencing a tender offer for a substantial amount of our common stock. One of the effects of authorized
but unissued and unreserved shares of preferred stock may be to render more difficult for, or discourage an attempt
by, a potential acquiror to obtain control of us by means of a merger, tender offer, proxy contest or otherwise, and
thereby protect the continuity of our management. The issuance of shares of preferred stock may have the effect of
delaying, deferring or preventing a change in control of our company without any action by our shareholders.
Limitation of Liability and Indemnification
To the maximum extent that Maryland law in effect from time to time permits limitation of the liability of directors
and officers of a corporation, no present or former director or officer of our company or its predecessor shall be liable
to us or our shareholders for money damages. To the maximum extent permitted by Maryland law in effect from time
to time, we will indemnify and, without requiring a preliminary determination of the ultimate entitlement to
indemnification, shall pay or reimburse reasonable expenses in advance of final disposition of a proceeding to (a) any
individual who is a present or former director or officer of our company or its predecessor and who is made or
threatened to be made a party to, or witness in, the proceeding by reason of his or her service in that capacity or (b)
any individual who, while a director or officer of our company or its predecessor and at the request of our company
or its predecessor, serves or has served as a director, officer, trustee, member, manager or partner of another
corporation, real estate investment trust, limited liability company, partnership, joint venture, trust, employee benefit
plan or other enterprise and who is made or threatened to be made a party to, or witness in, the proceeding by reason
of his or her service in that capacity. The rights to indemnification and advance of expenses provided by our articles
of Incorporation and bylaws vest immediately upon election of a director or officer. We may indemnify any other
persons permitted but not required to be indemnified by Maryland law, as applicable from time to time, if and to the
extent indemnification is authorized and determined to be appropriate, in each case in accordance with applicable law,
by our board of directors. The indemnification and payment or reimbursement of expenses provided in our articles of
incorporation shall not be deemed exclusive of or limit in any way other rights to which any person seeking
indemnification or payment or reimbursement of expenses may be or may become entitled under any bylaw,
resolution, insurance, agreement or otherwise.
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No amendment of our articles of incorporation or repeal of any of its provisions shall limit or eliminate any of the
benefits provided to directors and officers under our articles in respect of any act or omission that occurred prior to
such amendment or repeal.
We have also entered into indemnification agreements with our directors and executive officers substantially
setting forth the indemnification rights described above.
We have been informed that in the opinion of the SEC indemnification for liabilities under the Securities Act is
against public policy and is unenforceable.
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DESCRIPTION OF THE LIMITED PARTNERSHIP AGREEMENT OF CONDOR HOSPITALITY LIMITED
PARTNERSHIP
The following summarizes the material terms of the agreement of limited partnership of our operating
partnership, a copy of which is filed as Exhibit 10.1 to the Company’s Quarterly Report on Form 10-Q for the
quarter ended September 30, 2016. See “Where You Can Find More Information.”
Management
Condor Hospitality Limited Partnership was organized in 1994 as a Virginia limited partnership. Pursuant to the
terms of the partnership agreement, Condor Hospitality REIT Trust, as the sole general partner of Condor Hospitality
Limited Partnership, has full, exclusive and complete responsibility and discretion in the management and control of
Condor Hospitality Limited Partnership. Condor Hospitality REIT Trust is our wholly-owned subsidiary. The limited
partners of Condor Hospitality Limited Partnership have no authority in their capacity as limited partners to transact
business for, or participate in the management activities or decisions of, Condor Hospitality Limited Partnership.
Condor Hospitality REIT Trust, without the consent of the limited partners, may amend the partnership agreement in
any respect to the benefit of and not adverse to the interests of the limited partners. Any other amendments to the
partnership agreement require the consent of limited partners holding more than 50% of the percentage interests of
the limited partners.
Transferability of Interests
Condor Hospitality REIT Trust may not voluntarily withdraw from Condor Hospitality Limited Partnership, and
we may not transfer or assign our interest in Condor Hospitality REIT Trust. In addition, Condor Hospitality REIT
Trust may not transfer or assign its interest in Condor Hospitality Limited Partnership unless:
•

the transaction in which the withdrawal or transfer occurs results in the limited partners receiving property
in an amount equal to the amount they would have received had they exercised their redemption rights
immediately prior to such transaction (see “Redemption Rights” below); or

•

the successor to us contributes substantially all of its assets to Condor Hospitality Limited Partnership in
return for an interest in Condor Hospitality Limited Partnership.

With certain limited exceptions, the limited partners may not transfer their interests in Condor Hospitality
Limited Partnership, in whole or in part, without the written consent of Condor Hospitality REIT Trust, which may
withhold its consent in its sole discretion. Condor Hospitality REIT Trust may not consent to any transfer that would
cause Condor Hospitality Limited Partnership to be treated as a “publicly traded partnership” or an association
taxable as a corporation (other than a “qualified REIT subsidiary,” as defined herein) for federal income tax purposes
or would otherwise violate any applicable federal or state securities laws.
Capital Contribution
The partnership agreement provides that if Condor Hospitality Limited Partnership requires additional funds at
any time in excess of funds available to it from borrowing or capital contributions, we may borrow such funds and
lend the funds to Condor Hospitality Limited Partnership on the same terms and conditions. The partnership
agreement generally obligates us to contribute the proceeds of an equity offering, including the proceeds from this
offering, as additional capital to Condor Hospitality Limited Partnership. Moreover, we are authorized to cause
Condor Hospitality Limited Partnership to issue limited partnership interests for less than fair market value if we
conclude in good faith that such issuance is in our best interest and in the best interests of Condor Hospitality
Limited Partnership.
If we contribute additional capital to Condor Hospitality Limited Partnership, we will receive additional units of
partnership interest, and our percentage interest in Condor Hospitality Limited Partnership will be increased on a
proportionate basis based on the amount of the additional capital contribution and the value of Condor Hospitality
Limited Partnership at the time of the contribution. Conversely, the percentage interests of the other limited partners
will be decreased on a proportionate basis in the event of additional capital contributions by us.
The additional units of partnership issued to us will have designations, preferences and other rights, all such
that the economic interests are substantially similar to the shares issued in an equity offering. In March 2016 we
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contributed the proceeds from the sale of the Series D Preferred Stock, and pursuant to the partnership agreement we
received additional units of partnership interests which have distribution and liquidation rights and other rights
senior to the common units of partnership units, and which convert to common units at the time, or ratably from time
to time, as shares of Series D Preferred Stock are converted into common stock.
In addition, if we contribute additional capital to Condor Hospitality Limited Partnership, we will revalue the
partnership’s property to its fair market value, as determined by us, and the capital accounts of the partners will be
adjusted to reflect the manner in which the unrealized gain or loss inherent in the property would be allocated among
the partners under the terms of the partnership agreement, if there were a taxable disposition of the property for fair
market value on the date of the revaluation.
Redemption Rights
Each limited partner of Condor Hospitality Limited Partnership holding common units of limited partnership
interests and each limited partner holding preferred units of limited partnership interests, if those preferred units so
provide, may, subject to certain limitations, require that Condor Hospitality Limited Partnership redeem all or a portion
of his or her common or preferred units, at any time after a specified period following the date he or she acquired the
units, by delivering a redemption notice to Condor Hospitality Limited Partnership. As of the date of this prospectus,
219,183 common units of Condor Hospitality Limited Partnership are held by the limited partners. When a limited
partner tenders his or her common units to the partnership for redemption, we can, in our sole discretion, choose to
purchase the units for either (a) a number of shares of our common stock at a rate of one share of our common stock
for each 52 units redeemed (subject to certain adjustments) or (b) cash in an amount equal to the market value of the
number of shares of our common stock the limited partner would have received if we chose to purchase the units for
our common stock. We anticipate that we generally will elect to purchase the common units for our common stock.
The redemption price will be paid in cash if the issuance of shares of our common stock to the redeeming limited
partner would:
•

result in any person owning, directly or indirectly, shares of our common or preferred stock in excess of
9.9% of the outstanding shares of our common stock or preferred stock of any series;

•

result in shares of our capital stock being owned by fewer than 100 persons, determined without reference
to any rules of attribution;

•

result in our being “closely held” within the meaning of the federal income tax laws;

•

cause us to own, actually or constructively, 10% or more of the ownership interests in a tenant, other than
TRS Lessee, of our or Condor Hospitality Limited Partnership’s real property, within the meaning of the
federal income tax laws; or

•

cause the acquisition of shares of our common stock by the redeeming limited partner to be “integrated”
with any other distribution of shares of our common stock for purposes of complying with the Securities
Act.

A limited partner may not exercise the redemption right for less than 1,000 common units or, if a limited partner
holds less than 1,000 common units, less than all of the common units held by the limited partner. The number of
shares of our common stock issuable on exercise of the redemption rights will be adjusted on the occurrence of share
splits, mergers, consolidations or similar pro rata share transactions.
LTIP Units
The partnership agreement allows for the issuance of profits interests in Condor Hospitality Limited Partnership
in the form of long-term incentive plan units (“LTIP Units”), a class of limited partnership interests in Condor
Hospitality Limited Partnership. As of the date of this prospectus, no LTIP Units of Condor Hospitality Limited
Partnership are issued.
Operations
The partnership agreement requires that Condor Hospitality Limited Partnership be operated in a manner that
will enable us to satisfy the requirements for being classified as a REIT, to use reasonable efforts to avoid
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any federal income or excise tax liability imposed by the federal income tax laws, other than tax on any retained capital
gain, and to ensure that Condor Hospitality Limited Partnership will not be classified as a “publicly traded
partnership” for purposes of the federal income tax laws.
In addition to the administrative and operating costs incurred by Condor Hospitality Limited Partnership, the
partnership pays all of our administrative costs, and these costs are treated as expenses of Condor Hospitality
Limited Partnership. Our expenses generally include:
•

all expenses relating to our formation and continuing existence;

•

all expenses relating to the registration of securities by us;

•

all expenses associated with the preparation and filing of any periodic reports by us under federal, state or
local laws or regulations;

•

all expenses associated with compliance by us with laws, rules and regulations promulgated by any
regulatory body; and

•

all other operating or administrative costs we incur in the ordinary course of our business on behalf of
Condor Hospitality Limited Partnership.

Distributions
The partnership agreement provides that Condor Hospitality Limited Partnership will distribute cash from
operations on at least a quarterly basis. Cash from operations includes net sale or refinancing proceeds, but excludes
net proceeds from the sale of Condor Hospitality Limited Partnership’s property in connection with a liquidation. We
will determine the amount of distributions in our sole discretion. On liquidation of Condor Hospitality Limited
Partnership, after payment of, or adequate provision for, debts and obligations of the partnership, including any
partner loans, any remaining assets of Condor Hospitality Limited Partnership will be distributed to all partners with
positive capital accounts in accordance with their respective positive capital account balances. If we have a negative
balance in our capital account following a liquidation of Condor Hospitality Limited Partnership, we will contribute
cash to the partnership, equal to the negative balance in our capital account.
Allocations
Income, gain and loss of Condor Hospitality Limited Partnership for each fiscal year generally are allocated
among the partners in accordance with their respective partnership interests, subject to compliance with the
provisions of the federal income tax laws.
Term
Condor Hospitality Limited Partnership will continue until December 31, 2050, or until sooner dissolved on:
•

the bankruptcy, dissolution or withdrawal of Condor Hospitality REIT Trust, unless the limited partners
elect to continue Condor Hospitality Limited Partnership;

•

the sale or other disposition of all or substantially all the assets of Condor Hospitality Limited Partnership;

•

the redemption of all units, other than those held by Condor Hospitality REIT Trust, if any; or

•

the election of Condor Hospitality REIT Trust and approval of the holders of 75% of the percentage
interests of the limited partners, excluding Condor Hospitality REIT Trust.

Tax Matters Partner
We are the tax matters partner of Condor Hospitality Limited Partnership and have authority to handle tax audits
and to make tax elections under the federal income tax laws on behalf of the partnership.
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MATERIAL FEDERAL INCOME TAX CONSIDERATIONS
The following discussion is a general summary of material U.S. federal income tax considerations that may be
relevant to a prospective holder of our common stock. McGrath North Mullin & Kratz PC LLO has acted as our
counsel, has reviewed this summary, and is of the opinion that the discussion contained herein is accurate in all
material respects. The discussion does not address all aspects of taxation that may be relevant to particular
shareholders in light of their personal investment or tax circumstances. In addition, except where specifically noted, it
does not address consequences relevant to holders subject to special provisions of the federal income tax laws,
including, without limitation: U.S. expatriates; persons subject to the alternative minimum tax; U.S. shareholders (as
defined below) whose functional currency is not the U.S. dollar; persons holding our common stock as part of a
hedge, straddle or other risk reduction strategy or as part of a conversion transaction or other integrated investment;
banks, insurance companies, and other financial institutions; REITs or RICs; brokers, dealers or traders in securities;
S corporations, partnerships or other entities or arrangements treated as partnerships for federal income tax purposes
(except to the limited extent discussed in “—Income Taxation of the Partnerships and Their Partners”); tax-exempt
organizations (except to the limited extent discussed in “—Taxation of Tax-Exempt Shareholders”); persons subject
to special tax accounting rules as a result of any item of gross income with respect to our common stock being taken
into account in an “applicable financial statement” (as defined in the Code); persons deemed to sell our common
stock under the constructive sale provisions of the Code; persons who hold or receive our common stock pursuant
to the exercise of any employee stock option or otherwise as compensation; and foreign corporations and persons
who are not citizens or residents of the United States (except to the limited extent discussed in “—Taxation of NonU.S. Shareholders”).
The statements of law in this discussion are based on current provisions of the Code, existing temporary and
final Treasury regulations thereunder, and current administrative rulings and court decisions. No assurance can be
given that future legislative, judicial, or administrative actions or decisions, which may be retroactive in effect, will
not affect the accuracy of any statements in this registration statement with respect to the transactions entered into
or contemplated prior to the effective date of such changes.
Tax legislation commonly known as the Tax Cuts and Jobs Act was signed into law on December 22, 2017. The
Tax Cuts and Jobs Act made significant changes to the U.S. federal income tax rules that apply to individuals and
corporations. Most of the changes applicable to individuals are temporary and apply only to taxable years beginning
after December 31, 2017 and before January 1, 2026. The IRS has issued significant guidance under the Tax Cuts and
Jobs Act, but guidance on additional issues, finalization of proposed guidance and technical corrections legislation
may adversely affect us or our shareholders. In addition, federal legislation intended to ameliorate the economic
impact of the COVID-19 pandemic has been enacted that makes technical corrections to, or modifies on a temporary
basis, certain provisions of the Tax Cut and Jobs Act, and it is possible that additional legislation may be enacted in
the future. Prospective shareholders are urged to consult with their tax advisors with respect to the impact of the Tax
Cuts and Jobs Act, the impact of legislation enacted to address the economic impact of the COVID-19 pandemic, and
any other regulatory or administrative developments and proposals and their potential effect on investment in our
common stock.
This discussion is for informational purposes only and is not intended as tax advice. We urge you to consult
your tax advisor regarding the specific tax consequences to you of ownership of our common stock and of our
election to be taxed as a REIT. Specifically, we urge you to consult your tax advisor regarding the federal, state, local,
foreign and other tax consequences of such ownership and election and regarding potential changes in applicable tax
laws.
Taxation of Our Company
We elected to be taxed as a REIT under the federal income tax laws beginning with our short taxable year ended
December 31, 1994. We believe that, beginning with such taxable year, we were organized and have operated in such
a manner as to qualify for taxation as a REIT under the Code, and we intend to continue to operate in such a manner,
but no assurance can be given that we will operate in a manner so as to continue to maintain our qualification as a
REIT. This section discusses the laws governing the federal income tax treatment of a REIT and its shareholders.
These laws are highly technical and complex.
In connection with this filing, we received an opinion of McGrath North Mullin & Kratz, PC LLO, that we
qualified to be taxed as a REIT for our taxable years ended December 31, 2016 to December 31, 2019, and our
organization and current and proposed method of operation will enable us to continue to qualify as a REIT under
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the Code for our taxable year ending December 31, 2020, and subsequent taxable years. Investors should be aware
that McGrath North Mullin & Kratz, PC LLO’s opinion is (1) based upon customary assumptions, (2) conditioned
upon certain representations made by us as to factual matters, including representations regarding the nature of our
properties and the future conduct of our business, and (3) not binding upon the IRS or any court. In addition,
McGrath North Mullin & Kratz, PC LLO’s opinion is based on existing federal income tax laws governing our
qualification as a REIT, which are subject to change, possibly on a retroactive basis. Moreover, our continued
qualification and taxation as a REIT depend upon our ability to meet on a continuing basis, through actual annual
operating results, certain qualification tests set forth in the federal tax laws. Those qualification tests involve the
percentage of income that we earn from specified sources, the percentages of our assets that fall within specified
categories, the diversity of our share ownership, and the percentage of our taxable income that we distribute. While
McGrath North Mullin & Kratz, PC LLO has reviewed those matters in connection with its opinion, McGrath North
Mullin & Kratz, PC LLO will not review our compliance with those tests on a continuing basis. Accordingly, no
assurance can be given that the actual results of our operation for any particular taxable year will satisfy such
requirements. For a discussion of the federal income tax consequences of our failure to qualify as a REIT, see “—
Failure to Qualify.”
If we qualify as a REIT, we generally will not be subject to federal income tax on the taxable income that we
distribute to our shareholders. The benefit of that tax treatment is that it avoids “double taxation,” or taxation at both
the corporate and shareholder levels, that generally results from owning stock in a corporation. Nevertheless, we will
be subject to federal income tax in the following circumstances:
•

We will pay federal income tax on our taxable income, including net capital gain, that we do not distribute
to our shareholders during, or within a specified time period after, the calendar year in which the income is
earned.

•

We will pay income tax at the highest corporate rate on (1) our net income from the sale or other disposition
of property acquired through foreclosure (“foreclosure property”) that we hold primarily for sale to
customers in the ordinary course of our business, and (2) other non-qualifying income from foreclosure
property.

•

We will pay a 100% tax on our net income from sales or other dispositions of property, other than
foreclosure property, that we hold primarily for sale to customers in the ordinary course of our business
(“prohibited transactions”), unless we qualify for a safe harbor exception.

•

If we fail to satisfy the 75% gross income test or the 95% gross income test, as described below under “—
Income Tests,” and nonetheless continue to qualify as a REIT because we meet other requirements, we will
pay a 100% tax on (1) the gross income attributable to the greater of the amounts by which we fail the 75%
or 95% gross income tests, multiplied by (2) a fraction intended to reflect our profitability.

•

If we fail to distribute during a calendar year at least the sum of (1) 85% of our REIT ordinary income for
such year, (2) 95% of our REIT capital gain net income for such year, and (3) any undistributed taxable
income from prior periods, we will be subject to a 4% nondeductible excise tax on the excess of the required
distribution over the amount we actually distributed, plus any retained amounts on which we paid
corporate income tax.

•

We may elect to retain and pay income tax on our net long-term capital gain. In that case, a
U.S. shareholder would be taxed on its proportionate share of our undistributed long-term capital gain (to
the extent that a timely designation of such gain is made by us to the shareholder) and would receive a
credit or refund for its proportionate share of the tax we paid.

•

If we acquire any asset from a C corporation, or a corporation that generally is subject to full corporatelevel tax, in a merger or other transaction in which we acquire a basis in the asset that is determined by
reference to the C corporation’s basis in the asset, we will pay tax at the highest regular corporate rate
applicable if we recognize gain on the sale or disposition of such asset during the applicable recognition
period after we acquire such asset, provided no election is made for the transaction to be taxable on a
current basis.

•

We will incur a 100% excise tax on transactions with our taxable REIT subsidiaries (each a “TRS”) that are
not conducted on an arm’s-length basis.
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•

If we fail to satisfy certain asset tests, described below under “—Asset Tests,” by more than a de minimis
threshold, and nonetheless continue to qualify as a REIT because we meet certain other requirements, we
will be subject to a tax equal to the greater of (1) $50,000, or (2) the amount determined by multiplying the
highest rate of income tax for corporations (currently 21%) by the net income generated by the nonqualifying assets for the applicable period.

•

If we fail to satisfy certain REIT qualification requirements, other than the income tests or asset tests, and
such failure is due to reasonable cause and not willful neglect, we will be required to pay a penalty of
$50,000 or more in certain cases 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 a REIT’s shareholders as described in “—Recordkeeping Requirements.”

•

The earnings of our lower-tier entities that are subchapter C corporations, including TRSs, will be subject
to federal corporate income tax.

In addition, notwithstanding our qualification as a REIT, we may also have to pay certain state and local income
taxes because not all states and localities treat REITs in the same manner that they are treated for federal income tax
purposes. Moreover, as further described below, TRSs will be subject to federal, state and local corporate income tax
on their taxable income.
Requirements for Qualification
A REIT is a corporation, trust or association that meets the following requirements:
(1) it is managed by one or more trustees or directors;
(2) its beneficial ownership is evidenced by transferable shares or by transferable certificates of beneficial
interest;
(3) it would be taxable as a domestic corporation but for the REIT provisions of the federal income tax laws;
(4) it is neither a financial institution nor an insurance company subject to special provisions of the federal
income tax laws;
(5) at least 100 persons are beneficial owners of its shares or ownership certificates;
(6) no more than 50% in value of its outstanding shares or ownership certificates is owned, directly or
indirectly, by five or fewer individuals, as defined in the federal income tax laws to include certain entities,
during the last half of each taxable year;
(7) it elects to be a REIT, or has made such election for a previous taxable year, and satisfies all relevant filing
and other administrative requirements established by the IRS that must be met to elect and maintain REIT
status;
(8) it uses a calendar year for federal income tax purposes and complies with the recordkeeping requirements
of the federal income tax laws; and
(9) it meets certain other qualification tests, described below, regarding the nature of its income and assets and
the amount of its distributions.
We must meet requirements 1, 2, 3, 4, 7, 8 and 9 during our entire taxable year and must meet requirement 5
during at least 335 days of a taxable year of 12 months, or during a proportionate part of a taxable year of less than 12
months. If we comply with all the requirements for ascertaining the ownership of our outstanding shares in a taxable
year and have no reason to know that we violated requirement 6, we will be deemed to have satisfied requirement 6
for such taxable year. For purposes of determining share ownership under requirement 6, an “individual” generally
includes a supplemental unemployment compensation benefit plan, a private foundation or a portion of a trust
permanently set aside or used exclusively for charitable purposes. An “individual,” however, generally does not
include a trust that is a qualified employee pension or profit sharing trust under the federal income tax laws, and
beneficiaries of such a trust will be treated as holding shares of our capital stock in proportion to their actuarial
interests in the trust for purposes of requirement 6. In addition, for purposes of
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applying requirement 6, a look-through rule applies so that generally shares of our capital stock that are held by a
corporation, partnership, estate or trust (except as summarized above) will be considered owned proportionately by
their respective shareholders, partners or beneficiaries.
We have issued sufficient capital stock with enough diversity of ownership to satisfy requirements 5 and 6 set
forth above. In addition, our articles of incorporation restrict the ownership and transfer of our capital stock so that
we should continue to satisfy requirements 5 and 6. The provisions of our articles of incorporation restricting the
ownership and transfer of our capital stock are described in “Description of Capital Stock – Restrictions on
Ownership and Transfer.”
A corporation that is a “qualified REIT subsidiary” (i.e., a corporation that is 100% owned by a REIT with
respect to which no TRS election has been made) is not treated as a corporation separate from its parent REIT. All
assets, liabilities, and items of income, deduction and credit of a “qualified REIT subsidiary” are treated as assets,
liabilities, and items of income, deduction, and credit of the parent REIT. Thus, in applying the requirements
described in this section, any “qualified REIT subsidiary” of ours that is not a TRS will be ignored, and all assets,
liabilities and items of income, deduction and credit of that subsidiary will be treated as our assets, liabilities and
items of income, deduction and credit. Similarly, any wholly-owned limited liability company that we own will be
disregarded, and all assets, liabilities and items of income, deduction and credit of such limited liability company will
be treated as ours.
In the case of a REIT that is a partner in a partnership, in general, the REIT is treated as owning its proportionate
share (based on capital interests) of the assets of the partnership and as earning its allocable share of the gross
income of the partnership for purposes of the applicable REIT qualification tests. Thus, our proportionate share of
the assets, liabilities and items of income of our operating partnership, Condor Hospitality Limited Partnership, and of
any other partnership, joint venture or limited liability company that is treated as a partnership for federal income tax
purposes, in which we own or acquire an interest, directly or indirectly (each, a “Partnership” and, together, the
“Partnerships”), are treated as our assets and gross income for purposes of applying the various REIT qualification
requirements.
Subject to restrictions on the value of TRS securities held by the REIT, a REIT is permitted to own up to 100% of
the stock of one or more TRSs. A TRS is a fully taxable corporation that may earn income that would not be
qualifying income if earned directly by the parent REIT. A TRS may not directly or indirectly operate or manage any
qualified lodging facilities or qualified health care properties or provide rights to any brand name under which any
qualified lodging facilities or qualified health care properties are operated but is permitted to lease such facilities or
properties from a related REIT as long as such facilities or properties are operated on behalf of the TRS by an
“eligible independent contractor.” The subsidiary and the REIT must jointly elect to treat the subsidiary as a TRS. A
TRS will pay income tax at regular corporate rates on any income that it earns. In addition, the TRS rules limit the
deductibility of interest paid or accrued by a TRS to its parent REIT to assure that the TRS is subject to an
appropriate level of corporate income taxation. For taxable years beginning after December 31, 2017, taxpayers are
subject to a limitation on their ability to deduct net business interest generally equal to 30% (or, with respect to
certain years, 50%) of adjusted taxable income (or, if a taxpayer properly elects with respect to certain years, adjusted
taxable income for the prior year), subject to certain exceptions. While not certain, this limitation on the deductibility
of net business interest could result in additional taxable income for us and our TRSs. Further, the rules impose a
100% excise tax on transactions between a TRS and its parent REIT or the REIT’s tenants that are not conducted on
an arm’s-length basis. We formed TRS Leasing, Inc. and its wholly owned subsidiaries and each of our hotels is
leased by such TRS Lessee. Our hotels are managed by independent management companies, each of which qualified
as an “eligible independent contractor” at the time the applicable management contract was entered into with the TRS
Lessee. We may form or acquire one or more additional TRSs in the future. See “—Taxable REIT Subsidiaries.”
Income Tests
We must satisfy two gross income tests annually to maintain our qualification as a REIT. First, at least 75% of
our gross income for each taxable year must consist of defined types of income that we derive, directly or indirectly,
from investments relating to real property or mortgages on real property or temporary investment income. Qualifying
income for purposes of the 75% gross income test generally includes:
•

rents from real property;

•

interest on debt secured by mortgages on real property or on interests in real property;
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•

dividends, or other distributions on, and gain from the sale of shares in other REITs;

•

gain from the sale of real estate assets;

•

income and gain derived from qualifying “foreclosure property”; and

•

income derived from the temporary investment of new capital that is attributable to the issuance of our
shares or a public offering of our debt with a maturity date of at least five years and that we receive during
the one-year period beginning on the date on which we received such new capital.

Second, in general, at least 95% of our gross income for each taxable year must consist of (1) income that is
qualifying income for purposes of the 75% gross income test, (2) other types of dividends and interest, (3) gain from
the sale or disposition of stock or securities, or (4) any combination of the foregoing.
If we enter into a transaction in the normal course of our business primarily to manage risk of interest rate, price
changes or currency fluctuations with respect to any item of income or gain that would be qualified income under the
75% or 95% gross income tests (or any property which generates such qualified income or gain), including gain from
the termination of such a transaction, and we properly identify the “hedges” as required by the Code and Treasury
regulations, the income from the transaction will be excluded from gross income for purposes of the 95% gross
income test and the 75% gross income test (after July 30, 2008). In addition, our gross income, for purposes of the
75% gross income test (after July 30, 2008) and the 95% gross income test, will not include any of our gross income
from properly identified “hedges”, including any gain from the sale or disposition of such a transaction, to the extent
the transaction hedges any indebtedness incurred (or to be incurred) by us to acquire or carry real estate assets.
Gross income from our sale of any property that we hold primarily for sale to customers in the ordinary course of our
business is excluded from both income tests. Gross income attributable to certain counteracting hedges entered into
after December 31, 2015 that offset prior qualifying hedges, and with respect to which the prior debt is repaid or
qualifying assets underlying such prior hedges are sold, is also excluded from both income tests. If we have any
foreign currency gain, certain “real estate foreign exchange gain” is excluded from both gross income tests (after
July 30, 2008). In addition, if we have any foreign currency gain, certain “passive foreign exchange gain” is excluded
from our gross income for purposes of the 95% gross income test (but is included in our gross income and treated as
non-qualifying income to the extent such gain is not also considered “real estate foreign exchange gain” for purposes
of the 75% gross income test) (after July 30, 2008). If we acquire any “qualified business unit” that remits certain
foreign currency gain to us, such gain will not be included in our gross income for purposes of the 75% or 95% gross
income tests (after July 30, 2008). Provided that, if we become dealers or regular traders in securities, any foreign
currency gain will be gross income to us that does not qualify under either gross income test (after July 30, 2008). The
following paragraphs discuss the specific application of the gross income tests to us.
Rent that we receive from real property that we own and lease to tenants will qualify as “rents from real
property,” which is qualifying income for purposes of the 75% and 95% gross income tests, only if the following
conditions are met:
•

First, the rent must not be based, in whole or in part, on the income or profits of any person but may be
based on a fixed percentage or percentages of gross receipts or gross sales.

•

Second, neither we nor a direct or indirect owner of 10% or more of our shares of capital stock may own,
actually or constructively, 10% or more of a tenant, other than a TRS, from whom we receive rent. If the
tenant is a TRS leasing a hotel, such TRS may not directly or indirectly operate or manage the related hotel.
Instead, the property must be operated on behalf of the TRS by a person who qualifies as an “independent
contractor” (at the time the applicable management contract or similar contract is entered into with the TRS)
and who is, or is related to a person who is, actively engaged in the trade or business of operating qualified
lodging facilities for any person unrelated to us and the TRS (an “eligible independent contractor”). See
“—Taxable REIT Subsidiaries.”

•

Third, if the rent attributable to personal property leased in connection with a lease of real property exceeds
15% of the total rent received under the lease, then the portion of rent attributable to that personal property
will not qualify as “rents from real property.”

•

Fourth, we generally must not operate or manage our real property or furnish or render services to our
tenants, other than through an “independent contractor” who is adequately compensated, from whom
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we do not derive revenue, and who does not, directly or through its shareholders, own more than 35% of
our shares of capital stock, taking into consideration the applicable ownership attribution rules. However,
we need not provide services through an “independent contractor,” but instead may provide services
directly to our tenants, if the services are “usually or customarily rendered” in the geographic area in
connection with the rental of space for occupancy only and are not considered to be provided for the
tenants’ convenience. In addition, we may provide a minimal amount of “non-customary” services to the
tenants of a property, other than through an independent contractor, as long as our income from the
services (valued at not less than 150% of our direct cost of performing such services) does not exceed 1%
of our income from the related property. Furthermore, we may own up to 100% of the stock of a TRS which
may provide customary and non-customary services to our tenants without tainting our rental income from
the related properties. See “—Taxable REIT Subsidiaries.”
Pursuant to percentage leases, the TRS Lessee leases each of our hotels (and the hotels are considered
“qualified lodging facilities” as defined herein). The percentage leases provide that the TRS Lessee is obligated to
pay to the Partnerships (1) percentage rent based on gross revenue, and (2) “additional charges” or other expenses,
as defined in the leases. Percentage rent is calculated by multiplying fixed percentages by room revenues for each of
the hotels.
In order for the percentage rent and additional charges to constitute “rents from real property,” the percentage
leases must be respected as true leases for federal income tax purposes and not treated as service contracts, joint
ventures or some other type of arrangement. The determination of whether the percentage leases are true leases
depends on an analysis of all the surrounding facts and circumstances. In making such a determination, courts have
considered a variety of factors, including the following:
•

the intent of the parties;

•

the form of the agreement;

•

the degree of control over the property that is retained by the property owner, or whether the lessee has
substantial control over the operation of the property or is required simply to use its best efforts to perform
its obligations under the agreement; and

•

the extent to which the property owner retains the risk of loss with respect to the property, or whether the
lessee bears the risk of increases in operating expenses or the risk of damage to the property or the
potential for economic gain or appreciation with respect to the property.

In addition, federal income tax law provides that a contract that purports to be a service contract or a partnership
agreement will be treated instead as a lease of property if the contract is properly treated as such, taking into account
all relevant factors, including whether:
•

the service recipient is in physical possession of the property;

•

the service recipient controls the property;

•

the service recipient has a significant economic or possessory interest in the property, or whether the
property’s use is likely to be dedicated to the service recipient for a substantial portion of the useful life of
the property, the recipient shares the risk that the property will decline in value, the recipient shares in any
appreciation in the value of the property, the recipient shares in savings in the property’s operating costs,
or the recipient bears the risk of damage to or loss of the property;

•

the service provider bears the risk of substantially diminished receipts or substantially increased
expenditures if there is nonperformance under the contract;

•

the service provider uses the property concurrently to provide significant services to entities unrelated to
the service recipient; and

•

the total contract price substantially exceeds the rental value of the property for the contract period.

Since the determination of whether a service contract should be treated as a lease is inherently factual, the
presence or absence of any single factor will not be dispositive in every case.
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We believe that our percentage leases will be treated as true leases for federal income tax purposes. Such belief
is based, in part, on the following facts:
•

the Partnerships, on the one hand, and the TRS Lessee, on the other hand, intend their relationship to be
that of a lessor and lessee, and such relationship is documented by lease agreements;

•

the TRS Lessee has the right to the exclusive possession, use and quiet enjoyment of the hotels during the
term of the percentage leases;

•

the TRS Lessee bears the cost of, and is responsible for, day-to-day maintenance and repair of the hotels
and generally dictates how the hotels are operated, maintained and improved;

•

the TRS Lessee bears all of the costs and expenses of operating the hotels, including the cost of any
inventory used in their operation, during the term of the percentage leases, other than real estate;

•

the TRS Lessee benefits from any savings in the costs of operating the hotels during the term of the
percentage leases;

•

the TRS Lessee generally has indemnified the Partnerships against all liabilities imposed on the
Partnerships during the term of the percentage leases by reason of (1) injury to persons or damage to
property occurring at the hotels, (2) the TRS Lessee’s use, management, maintenance, or repair of the
hotels, (3) impositions in respect of the hotels that are the obligations of the TRS Lessee, (4) any breach of
the percentage leases or of any sublease of a hotel by the TRS Lessee, or (5) the gross negligent acts and
omissions and willful misconduct of the TRS Lessee;

•

the TRS Lessee stands to incur substantial losses or reap substantial gains depending on how
successfully it operates the hotels;

•

the Partnerships cannot use the hotels concurrently to provide significant services to entities unrelated to
the TRS Lessee; and

•

the total contract price under the percentage leases does not substantially exceed the rental value of the
hotels for the term of the percentage leases.

If the percentage leases are characterized as service contracts or partnership agreements, rather than as true
leases, part or all of the payments that the Partnerships receive from the TRS Lessee may not be considered rent or
may not otherwise satisfy the various requirements for qualification as “rents from real property.” In that case, we
likely would not be able to satisfy either the 75% or 95% gross income test and, as a result, would lose our REIT
status (unless we qualify for relief, as described below under “—Failure to Satisfy Gross Income Tests”).
As described above, in order for the rent received by us to constitute “rents from real property,” several other
requirements must be satisfied. One requirement is that the percentage rent must not be based in whole or in part on
the income or profits of any person. The percentage rent, however, will qualify as “rents from real property” if it is
based on percentages of gross receipts or gross sales and the percentages:
•

are fixed at the time the percentage leases are entered into;

•

are not renegotiated during the term of the percentage leases in a manner that has the effect of basing
percentage rent on income or profits; and

•

conform with normal business practice.

More generally, the percentage rent will not qualify as “rents from real property” if, considering the percentage
leases and all the surrounding circumstances, the arrangement does not conform with normal business practice, but
is in reality used as a means of basing the percentage rent on income or profits. Since the percentage rent is based on
fixed percentages of the gross revenues from the hotels that are established in the percentage leases, and we have
represented that the percentages (1) will not be renegotiated during the terms of the percentage leases in a manner
that has the effect of basing the percentage rent on income or profits and (2) conform with normal business practice,
the percentage rent should not be considered based in whole or in
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part on the income or profits of any person. Furthermore, we have represented that with respect to other hotel
properties that we acquire in the future, we will not 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 fixed percentage of gross revenues, as
described above.
Another requirement for qualification of our rent as “rents from real property” is that we must not own, actually
or constructively, 10% or more of the stock or voting power of any corporate lessee (other than a TRS) or 10% or
more of the assets or net profits of any non-corporate lessee (a “related party tenant”). These rules, however, do not
apply to rents we receive from a TRS for certain qualified lodging facilities and qualified health care properties leased
to a TRS if an “eligible independent contractor” operates such facilities or properties for the TRS. As described
above, we may own up to 100% of the stock of one or more TRSs. A TRS is a fully taxable corporation that is
permitted to lease certain qualified lodging facilities and qualified health care properties from the related REIT as long
as it does not directly or indirectly operate or manage such facilities or properties or provide rights to any brand name
under which any such facilities or properties are operated. However, rent that we receive from a TRS will qualify as
“rents from real property” as long as the qualified lodging facilities or qualified health care properties are operated on
behalf of the TRS by an “independent contractor” who is adequately compensated, who does not, directly or
through its shareholders, own more than 35% of our shares, taking into account certain ownership attribution rules,
and who is, or is related to a person who is, actively engaged in the trade or business of operating “qualified lodging
facilities” or “qualified health care properties”, respectively, for any person unrelated to us and the TRS Lessee at the
time the applicable management contract or similar contract is entered into with the TRS Lessee (an “eligible
independent contractor”). For taxable years beginning after July 30, 2008, an “independent contractor” will not fail to
be treated as an independent contractor by reason of the following: (1) the TRS bears the expenses for the operation
of the qualified lodging facility or qualified health care property pursuant to the management agreement or other
similar contract, or (2) the TRS receives the revenues from the operation of the qualified lodging facility or qualified
health care property, net of expenses for such operation and fees payable to the independent contractor pursuant to
the management agreement or contract. 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, unless wagering activities are
conducted at, or in connection with, such facility by any person who is engaged in the business of accepting wagers
and who is legally authorized to engage in such business at, or in connection with, such facility. A “qualified lodging
facility” includes customary amenities and facilities operated as part of, or associated with, the lodging facility as
long as such amenities and facilities are customary for other properties of a comparable size and class owned by
other unrelated owners. See “—Taxable REIT Subsidiaries.” For tax years beginning after July 30, 2008, a TRS is not
considered to be operating or managing a qualified lodging facility or qualified health care property solely because it
directly or indirectly possesses a license, permit or similar instrument enabling it to do so, or employs individuals
working at such facility or property outside of the United States, but only if an eligible independent contractor is
responsible for the daily supervision and direction of such individuals on behalf of the TRS pursuant to a
management agreement or similar service contract. In addition, as another exception to the rules summarized in the
preceding paragraph, rents paid to us by a TRS should qualify as “rents from real property” if (1) at least 90% of the
leased space of the applicable property is rented to persons other than the TRS, and (2) the rents paid by the TRS to
us are substantially comparable to rents paid by other tenants for comparable space with respect to the property.
A third requirement for qualification of our rent as “rents from real property” is that the rent attributable to the
personal property leased in connection with the lease of a hotel must not be greater than 15% of the total rent
received under the lease. The rent attributable to the personal property contained in a hotel is the amount that bears
the same ratio to total rent for the taxable year as the average of the fair market values of the personal property at the
beginning and at the end of the taxable year bears to the average of the aggregate fair market values of both the real
and personal property contained in the hotel at the beginning and at the end of such taxable year (the “personal
property ratio”). With respect to each hotel, we believe either that the personal property ratio is less than 15% or that
any income attributable to excess personal property will not jeopardize our ability to maintain our qualification as a
REIT. There can be no assurance, however, that the IRS would not challenge our calculation of the personal property
ratio or that a court would not uphold such assertion. If such a challenge were successfully asserted, we could fail to
satisfy the 95% or 75% gross income test and thus could lose our REIT status.
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A fourth requirement for qualification of our rent as “rents from real property” is that, other than within the 1%
de minimis exception described above (i.e., we may provide a minimal amount of “non-customary” services to the
tenants of a property, other than through an independent contractor, as long as our income from the services does
not exceed 1% of our income from the related property) and other than through a TRS, we cannot furnish or render
non-customary services to the tenants of our hotels, or manage or operate our hotels, other than through an eligible
independent contractor who is adequately compensated and from whom we do not derive or receive any income.
Provided that, the percentage leases are respected as true leases, we should satisfy this requirement because the
Partnerships will not perform any services other than customary services. Furthermore, with respect to other hotel
properties that we acquire in the future, we will not perform non-customary services.
If a portion of our rent from a hotel does not qualify as “rents from real property” because the rent attributable
to personal property exceeds 15% of the total rent for a taxable year, the portion of the rent that is attributable to
personal property will not be qualifying income for purposes of either the 75% or 95% gross income test. Thus, if
such rent attributable to personal property, plus any other income that is non-qualifying income for purposes of the
95% gross income test, during a taxable year exceeds 5% of our gross income during the year, we could lose our REIT
status. If the rent from a particular hotel does not qualify as “rents from real property” because either (1) the
percentage rent is considered based on the income or profits of the related lessee, (2) the lessee is a related party
tenant or fails to qualify for the exception to the related party tenant rule for qualifying TRSs, or (3) we furnish noncustomary services to the lessee of the hotel, other than through an independent contractor, none of the rent from
that hotel would qualify as “rents from real property.” In that case, we likely would be unable to satisfy either the
75% or 95% gross income test and, as a result, we could lose our REIT status. However, in either situation we may
still qualify as a REIT if the relief described below under “—Failure to Satisfy Gross Income Tests” is available to us.
In addition to the percentage rent, the TRS Lessee is required to pay to the Partnerships certain additional
charges. To the extent that such additional charges represent either (1) reimbursements of amounts that the
Partnerships are obligated to pay to third parties such as a lessee’s proportionate share of a property’s operational or
capital expenses, or (2) penalties for nonpayment or late payment of such amounts, such charges should qualify as
“rents from real property.” However, to the extent that such charges represent interest that is accrued on the late
payment of the rent or additional charges, such charges will not qualify as “rents from real property,” but instead
should be treated as interest that qualifies for the 95% gross income test.
The Tax Cuts and Jobs Act contains provisions that may change the way we calculate our REIT taxable income
and that our subsidiaries calculate their taxable income. Under the Tax Cuts and Jobs Act, we may have to accrue
certain items of income before they would otherwise be taken into income under the Code if they are taken into
account in our applicable financial statements. Additionally, the Tax Cuts and Jobs Act limits business interest
deductions for businesses, whether in corporate or passthrough form, to the sum of the entity’s business interest
income for the tax year and 30% of the entity’s adjusted taxable income for the tax year. Treasury Regulations define
interest expansively to cover various amounts not otherwise treated as interest. This limitation could apply to the
Partnerships and any underlying subsidiaries. The Coronavirus Aid, Relief and Economic Security Act (the “CARES
Act”) increases the 30% limitation to 50% for taxable years beginning in 2019 or 2020 and permits an entity to elect to
use its 2019 adjusted taxable income to calculate the applicable limitation for its 2020 taxable year. In the case of
partnerships, unless a partner elects otherwise, 50% of its share of a partnership’s “excess business interest” for its
2019 taxable year will be treated as paid by the partner in its 2020 taxable year and will not be subject to any limitation.
This limitation on business interest deductions does not apply to an “electing real property trade or business.” One
consequence of electing to be an “electing real property trade or business” is that the accelerated expensing rules
under the Tax Cuts and Jobs Act will not apply to property used in an electing real property trade or business. In
addition, in the case of an electing real property trade or business, real property and “qualified improvement
property” are depreciated under the alternative depreciation system. Finally under amendments made by the Tax Cuts
and Jobs Act to Section 172 of the Code, our deduction for any net operating loss carryforwards arising from losses
we incur in taxable years beginning after December 31, 2017 is limited to 80% of our annual REIT taxable income
(determined without regard to the deduction for dividends paid), and any unused portion of such losses may not be
carried back, but may be carried forward indefinitely. The CARES Act repeals the 80% limitation for taxable years
beginning
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before January 1, 2021. Additionally, under the CARES Act, net operating losses arising in tax years beginning after
December 31, 2017, and before January 1, 2021 may be carried back to each of the five tax years preceding the tax year
of such loss. However, the CARES Act prevents REITs from carrying back any REIT year net operating losses to a
preceding year.
Interest
The term “interest” includes amounts received in payment for the use or forbearance of money. The term
“interest” generally does not include any amount received or accrued, directly or indirectly, if the determination of
such amount depends in whole or in part on the income or profits of any person. However, an amount received or
accrued generally will not be excluded from the term “interest” solely by reason of being based on a fixed percentage
or percentages of receipts or sales. Additionally, amounts based on the income or profits of a debtor, as long as the
debtor derives substantially all of its income from the real property securing the debt from leasing substantially all of
its interest in the property, and only to the extent that the amounts received by the debtor would be qualifying “rents
from real property” if received directly by a REIT, are not excluded from the term “interest”. Furthermore, 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.
Dividends
Our share of dividends received from any corporation (including any TRS, but excluding any REIT) in which we
own an equity interest will qualify for purposes of the 95% gross income test but not for purposes of the 75% gross
income test. Our share of any dividends received from any other REIT in which we own an equity interest, if any, will
be qualifying income for purposes of both gross income tests.
Prohibited Transactions
A REIT will incur a 100% tax on the net income (including any foreign currency gain or loss, if any, included in
such net income after July 30, 2008) derived from any sale or other disposition of property, other than foreclosure
property, that the REIT holds primarily for sale to customers in the ordinary course of a trade or business. Whether a
REIT holds an asset “primarily for sale to customers in the ordinary course of a trade or business” depends on the
facts and circumstances in effect from time to time, including those related to a particular asset. We believe that none
of our assets are held primarily for sale to customers and that a sale of any such assets would not be in the ordinary
course of our business. We will attempt to comply with the terms of certain safe harbor provisions in the federal
income tax laws prescribing when an asset sale will not be characterized as a prohibited transaction. The safe harbor
is available if the following requirements are met:
•

the REIT held the property for not less than two years;

•

the aggregate expenditures made by the REIT, or any partner of the REIT, during the two-year period
preceding the date of the sale that are includible in the basis of the property does not exceed 30% of the
net selling price of the property;

•

either (1) during the year in question, the REIT does not make more than seven sales of property other than
foreclosure property or sales to which Section 1033 of the Code applies, (2) the aggregate adjusted bases
of all such properties sold by the REIT during the year does not exceed 10% of the aggregate bases of all
of the assets of the REIT at the beginning of the year, (3) the aggregate fair market value of all such
properties sold by the REIT during the year does not exceed 10% of the aggregate fair market value of all of
the assets of the REIT at the beginning of the year, (4) with respect to taxable years beginning after
December 31, 2015, the aggregate adjusted bases of all such properties sold by the REIT during the year
does not exceed 20% of the aggregate bases of all the assets of the REIT at the beginning of the year and
the 3-year average adjusted bases percentage for the taxable year does not exceed 10%, or (5) with respect
to taxable years beginning after December 31, 2016, the aggregate fair market value of all such properties
sold by the REIT during the year does not exceed 20% of the aggregate fair market value of all the assets of
the REIT at the beginning of the year and the 3-year average fair market value percentage for the taxable
year does not exceed 10%;
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•

in the case of property not acquired through foreclosure or lease termination, the REIT held the property
for at least two years for the production of rental income; and

•

if the REIT made more than seven sales of non-foreclosure property during the taxable year, substantially
all of the marketing and development expenditures with respect to the property are made through an
independent contractor from whom the REIT derives no income.

In the last several years, we and many REITS around the country have sold some poorly performing properties
due to unforeseen and harsh market conditions to help pay down debt, provide cash flow and continue operations
until improvement of the markets and economy. We believe these sales fall within the safe-harbor provisions under
the Code, and in any event, even if we do not meet the safe harbor provisions, we believe that such sales are not
prohibited transactions. However, if these sales do not fall within the terms of the safe-harbor provisions and the IRS
would successfully assert that we held such hotels primarily for sale in the ordinary course of our business, the gain
from such sales could be subject to a 100% prohibited transaction tax; however, any such income from such sales
would not be included in our gross income for purposes of the 75% and 95% gross income tests.
Foreclosure Property
We will be subject to tax at the maximum corporate rate on any income from foreclosure property, other than
income that would be qualifying income for purposes of the 75% gross income test, less expenses directly connected
with the production of such income. However, income from qualified foreclosure property will be included in our
gross income for purposes of the 75% and 95% gross income tests and the gain from the sale of such qualified
foreclosure property should be exempt from the 100% tax on prohibited transactions. “Foreclosure property” is any
real property, including interests in real property, and any personal property incident to such real property:
•

that is acquired by a REIT as the result of such REIT having bid on such property at foreclosure, or having
otherwise reduced such property to ownership or possession by agreement or process of law, after there
was a default or default was imminent on a lease of such property or on an indebtedness that such
property secured;

•

for which the related loan was acquired by the REIT at a time when the default was not imminent or
anticipated; and

•

for which such REIT makes a proper election to treat such property as foreclosure property.

However, a REIT will not be considered to have foreclosed on a property where the REIT takes control of the
property as a mortgagee-in-possession and cannot receive any profit or sustain any loss except as a creditor of the
mortgagor. Property generally ceases to be foreclosure property with respect to a REIT at the end of the third taxable
year following the taxable year in which the REIT acquired such property, or longer if an extension is granted by the
Secretary of the Treasury.
Currently, we do not hold any foreclosure property.
Hedging Transactions
Our hedging activities may include entering into interest rate swaps, caps and floors, options to purchase such
items and futures and forward contracts. Except as provided by the Treasury regulations, any income from a hedging
transaction we enter into (1) in the ordinary course of our business primarily to manage risk of interest rate, price
changes or currency fluctuations with respect to borrowings made or to be made, or ordinary obligations incurred or
to be incurred, to acquire or carry real estate assets, which is clearly identified as specified in the Treasury
regulations before the close of the day on which it was acquired, originated, or entered into, including gain from the
sale or disposition of a position in such a transaction, (2) primarily to manage risk of currency fluctuations with
respect to any item of income or gain that would be qualifying income under the 75% or 95% income tests (or any
asset that produces such income) which is clearly identified as such before the close of the day on which it was
acquired, originated, or entered into and (3) for taxable years after December 31, 2015, to hedge the income or loss
from prior hedging transactions, where the property or indebtedness which was the subject of the prior hedging
transaction was extinguished or disposed of, will not constitute gross income for purposes of the 75% or 95% gross
income tests. If we enter into hedging transactions
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that are not described in the preceding clauses (1), (2) or (3), the income from these transactions is likely to be treated
as non-qualifying income for purposes of both the 75% and 95% gross income tests. Moreover, to the extent that a
position in a hedging transaction has positive value at any particular point in time, it may be treated as an asset that
does not qualify for purposes of the REIT asset tests. We intend to structure any hedging transactions in a manner
that does not jeopardize our status as a REIT. The REIT income and asset rules may limit our ability to hedge loans or
securities acquired as investments.
Foreign Currency Gain
Certain foreign currency gains will be excluded from gross income for purposes of one or both of the gross
income tests. “Real estate foreign exchange gain” will be excluded from gross income for purposes of the 75% and
95% gross income tests. Real estate foreign exchange gain generally includes foreign currency gain attributable to
any item of income or gain that is qualifying income for purposes of the 75% gross income test, foreign currency gain
attributable to the acquisition or ownership of (or becoming or being the obligor under) obligations secured by
mortgages on real property or on interests in real property and certain foreign currency gain attributable to certain
“qualified business units” of a REIT. “Passive foreign exchange gain” will be excluded from gross income for
purposes of the 95% gross income test. Passive foreign exchange gain generally includes real estate foreign
exchange gain as described above, and also includes foreign currency gain attributable to any item of income or gain
that is qualifying income for purposes of the 95% gross income test and foreign currency gain attributable to the
acquisition or ownership of (or becoming or being the obligor under) obligations. These exclusions for real estate
foreign exchange gain and passive foreign exchange gain do not apply to any certain foreign currency gain derived
from dealing, or engaging in substantial and regular trading, in securities. Such gain is treated as non-qualifying
income for purposes of both the 75% and 95% gross income tests.
Failure to Satisfy Gross Income Tests
If we fail to satisfy one or both of the gross income tests for any taxable year, we nevertheless may qualify as a
REIT for such year if we qualify for relief under certain provisions of the federal income tax laws. Those relief
provisions generally will be available if:
•

our failure to meet such tests is due to reasonable cause and not willful neglect; and

•

following our identification of the failure to meet one or both gross income tests for a taxable year, a
description of each item of our gross income included in the 75% and 95% gross income tests is set forth in
a schedule for such taxable year and filed as specified by Treasury regulations.

We cannot predict, however, whether in all circumstances we would qualify for the relief provisions. In addition,
as discussed above in “—Taxation of our Company,” even if the relief provisions apply, we would incur a 100% tax
on the gross income attributable to the greater of the amounts by which we fail the 75% and 95% gross income tests,
multiplied by a fraction intended to reflect our profitability.
Asset Tests
To maintain our qualification as a REIT, we also must satisfy the following asset tests at the close of each
quarter of each taxable year:
First, at least 75% of the value of our total assets must consist of:
(1) cash or cash items, including certain receivables, money market funds and certain foreign currency;
(2) government securities;
(3) real property and interests in real property, including leaseholds and options to acquire real property and
leaseholds and, for taxable years beginning after December 31, 2015, personal property to the extent such
personal property is leased in connection with real property and rents attributable to such personal
property are treated as “rents from real property”;
(4) interests in mortgages on real property;
(5) stock in other REITs and debt instruments issued by “publicly offered REITs”;
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(6) investments in stock or debt instruments during the one-year period following our receipt of new capital
that we raise through equity offerings or public offerings of debt with at least a five-year term;
(7) regular or residual interests in a real estate mortgage investment conduit (“REMIC”). However, if less than
95% of the assets of a REMIC consists of assets that are qualifying real estate-related assets under federal
income tax laws, determined as if we held such assets directly, we will be treated as holding directly our
proportionate share of the assets of such REMIC.
Second, of our investments not included in the 75% asset class, the value of our interest in any one issuer’s
securities may not exceed 5% of the value of our total assets.
Third, of our investments not included in the 75% asset class, we may not own more than 10% of the voting
power or value of any one issuer’s outstanding securities.
Fourth, no more than 20% (for tax years beginning after December 31, 2017) of the value of our total assets may
consist of the securities of one or more TRSs.
Fifth, no more than 25% of the value of our total assets may consist of the securities of TRSs and other nonTRS taxable subsidiaries and other assets that are not qualifying assets for purposes of the 75% asset test, or the
25% securities test.
Sixth, no more than 25% of the value of our total assets may consist of debt instruments issued by “publicly
offered REITs” to the extent that such debt instruments are not secured by real property or interests in real property.
For purposes of the second and third asset tests, the term “securities” does not include stock in another REIT,
debt of “publicly offered REITs,” equity or debt securities of a qualified REIT subsidiary or TRS, mortgage loans or
mortgage-backed securities that constitute real estate assets, or equity interests in a partnership.
For purposes of the 10% value test, the term “securities” does not include:
•

“Straight debt” securities, which is defined as a written unconditional promise to pay on demand or on a
specified date a sum certain in money if (1) the debt is not convertible, directly or indirectly, into stock, and
(2) the interest rate and interest payment dates are not contingent on profits, the borrower’s discretion, or
similar factors. “Straight debt” securities do not include any securities issued by a partnership or a
corporation in which we, or any TRS in which we own more than 50% of the voting power or value of the
stock, hold non-“straight debt” securities that have an aggregate value of more than 1% of the issuer’s
outstanding securities. However, “straight debt” securities include debt subject to the following
contingencies: (1) a contingency relating to the time of payment of interest or principal, as long as either
(i) there is no change to the effective yield of the debt obligation, other than a change to the annual yield
that does not exceed the greater of 0.25% or 5% of the annual yield, or (ii) neither the aggregate issue price
nor the aggregate face amount of the issuer’s debt obligations held by us exceeds $1 million and no more
than 12 months of unaccrued interest on the debt obligations can be required to be prepaid; and (2) a
contingency relating to the time or amount of payment upon a default or prepayment of a debt obligation,
as long as the contingency is consistent with customary commercial practice;

•

Any loan to an individual or an estate;

•

Any “section 467 rental agreement,” other than an agreement with a related party tenant;

•

Any obligation to pay “rents from real property”;

•

Certain securities issued by governmental entities that are not dependent in whole or in part on the profits
of (or payments made by) a non-governmental entity;

•

Any security issued by another REIT;

•

Any debt instrument issued by an entity treated as a partnership for federal income tax purposes to the
extent of our interest as a partner in that partnership; or
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•

Any debt instrument issued by an entity treated as a partnership for federal income tax purposes, and not
described in the preceding bullet points, if at least 75% of the partnership’s gross income, excluding
income from prohibited transactions, is qualifying income for purposes of the 75% gross income test
described above in “—Income Tests.”

If we failed to satisfy the asset tests at the end of a calendar quarter, we would not lose our REIT status if (1) we
satisfied the asset tests at the close of the preceding calendar quarter, and (2) the discrepancy between the value of
our assets and the asset test requirements arose from changes in the market values of our assets or because of a
change in the foreign currency exchange rates used to value any foreign assets, and, in either case, was not wholly or
partly caused by the acquisition of one or more non-qualifying assets. If we did not satisfy the condition described in
clause (2) of the preceding sentence, we still could avoid disqualification as a REIT by eliminating any discrepancy
within 30 days after the close of the calendar quarter in which the discrepancy arose. If we fail to satisfy the 5% asset
test or the 10% vote or value test for a particular quarter and do not correct it within the 30-day period described in
the prior sentence, we will not lose our REIT status if the failure is due to the ownership of assets the total value of
which does not exceed the lesser of (1) 1% of the total value of our assets at the end of the quarter for which such
measurement is done or (2) $10,000,000; provided in either case that, we either dispose of the assets within 6 months
after the last day of the quarter in which we identify the failure (or such other time period prescribed by the Treasury),
or otherwise meet the requirements of those rules by the end of such time period. In addition, if we fail to meet any
asset test for a particular quarter, other than a de minimis failure described in the preceding sentence, we still will be
deemed to have satisfied the requirements if: (1) following our identification of the failure, we file a schedule with a
description of each asset that caused the failure in accordance with regulations prescribed by the Treasury; (2) the
failure was due to reasonable cause and not willful neglect; (3) we dispose of the assets within 6 months after the last
day of the quarter in which the identification occurred (or such other time period prescribed by the Treasury) or the
requirements of the rules are otherwise met within such period; and (4) we pay a tax on the failure which is the greater
of $50,000 or the amount determined by multiplying the highest rate of income tax for corporations (currently 21%),
by the net income generated by the assets for the period beginning on the first date of the failure and ending on the
date we have disposed of the assets or otherwise satisfy the requirements.
Distribution Requirements
Each taxable year, we must distribute dividends, other than capital gain dividends and deemed distributions of
retained capital gain, to our shareholders in an aggregate amount at least equal to:
•

the sum of (1) 90% of our “REIT taxable income,” computed without regard to the dividends paid deduction
and our net capital gain or loss, and (2) 90% of our after-tax net income, if any, from foreclosure property;
minus

•

the sum of certain items of non-cash income.

We must pay such distributions in the taxable year to which they relate, or in the following taxable year if we
declare the distribution before we timely file our federal income tax return for such year and pay the distribution on or
before the first regular dividend payment date after such declaration. Any dividends declared in the last three months
of the taxable year, payable to shareholders of record on a specified date during such period, will be treated as paid
on December 31 of such year if such dividends are distributed during January of the following year.
We will pay federal income tax on our taxable income, including net capital gain, that we do not distribute to our
shareholders. Furthermore, if we fail to distribute during a calendar year, or by the end of January following such
calendar year in the case of distributions with declaration and record dates falling in the last three months of the
calendar year, at least the sum of (1) 85% of our REIT ordinary income for such year, (2) 95% of our REIT capital gain
net income for such year, and (3) any undistributed taxable income from prior periods, then we will incur a 4%
nondeductible excise tax on the excess of such required distribution over the amounts we actually distributed. We
may elect to retain and pay income tax on the net long-term capital gain we receive in a taxable year. See “—Taxation
of Distributions or Dividends to U.S. Shareholders.” If we so elect, we will be treated as having distributed any such
retained amount for purposes of the 4% nondeductible excise tax described above. We intend to make timely
distributions sufficient to satisfy the annual distribution requirements.
It is possible that, from time to time, we may experience timing differences between (1) the actual receipt of
income and actual payment of deductible expenses, and (2) the inclusion of that income and deduction of such
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expenses in arriving at our REIT taxable income. In addition, we may not deduct recognized capital losses from our
“REIT taxable income.” Any taxes or penalties paid as a result of our failure to satisfy one or more requirements for
REIT qualification, other than the 95% and 75% gross income tests and the asset tests, are deducted from our “REIT
taxable income.” Further, it is possible that, from time to time, we may be allocated a share of net capital gain
attributable to the sale of depreciated property that exceeds our allocable share of cash attributable to that sale. As a
result of the foregoing, we may have less cash than is necessary to distribute all of our taxable income and thereby
avoid corporate income tax and the 4% nondeductible excise tax imposed on certain undistributed income or even to
meet the 90% distribution requirement. In such a situation, we may need to borrow funds or issue additional stock.
Under certain circumstances, we may be able to correct a failure to meet the distribution requirement for a year
by paying “deficiency dividends” to our shareholders in a later year. We may include such deficiency dividends in
our deduction for dividends paid for the earlier year. Although we may be able to avoid income tax on amounts
distributed as deficiency dividends, we will be required to pay interest to the IRS based upon the amount of any
deduction we take for deficiency dividends in order to raise sufficient cash to satisfy the distribution requirement.
We may satisfy the 90% distribution test with taxable distributions of our stock or debt securities. Under IRS
Revenue Procedures 2017-45 and 2020-19, as a publicly offered REIT, we may give shareholders a choice, subject to
various limits and requirements, of receiving a dividend in cash or in our common stock. As long as at least 20% (10%
for dividends declared on or after April 1, 2020 and on or before December 31, 2020) of the total dividend is available
in cash and certain other requirements are satisfied, the IRS will treat the stock distribution as a dividend (to the
extent applicable rules treat such distribution as being made out of our earnings and profits).
Recordkeeping Requirements
We must maintain certain records to maintain our qualification as a REIT. To avoid a monetary penalty, we must
request annually certain information from our shareholders designed to disclose the actual ownership of our
outstanding shares of capital stock. We intend to comply with such requirements.
Failure to Qualify
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 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 “—Income Tests” and “—Asset Tests.”
If we were to fail to qualify as a REIT in any taxable year, and no relief provision applied, we would be subject to
federal income tax (including any applicable alternative minimum tax for taxable years beginning before January 1,
2018) on our taxable income at regular corporate rates. In calculating our taxable income in a year in which we failed to
qualify as a REIT, we would not be able to deduct amounts paid out to our shareholders. In fact, we would not be
required to distribute any amounts to our shareholders in such year. In such event, to the extent of our current and
accumulated earnings and profits, all distributions to shareholders would be taxable to individual, trust, and estate
taxpayers at capital gains rates. Subject to certain limitations of the federal income tax laws, corporate shareholders
might be eligible for the dividends received deduction. Unless we qualified for relief under specific statutory
provisions, we also would be disqualified from taxation as a REIT for the four taxable years following the year during
which we ceased to qualify as a REIT. We cannot predict whether in all circumstances we would qualify for such
statutory relief.
Taxable REIT Subsidiaries
As described above, we formed a TRS, TRS Lessee (which includes TRS Leasing, Inc. and its wholly-owned
subsidiaries), each of which is a disregarded entity for federal income tax purposes. A TRS is a fully taxable
corporation for which a TRS election is properly made. A TRS may (1) lease qualified lodging facilities or qualified
health care properties from us under certain circumstances, (2) provide services to our tenants, and (3) perform
activities unrelated to our tenants, such as third-party management, development and other independent business
activities. A corporation of which a TRS directly or indirectly owns more than
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35% of the voting power or value of the stock will automatically be treated as a TRS. Overall, no more than 20% (for
tax years beginning after December 31, 2017) of the value of our assets may consist of securities of one or more TRSs,
and no more than 25% of the value of our assets may consist of assets that are not qualifying assets for purposes of
the 75% asset test.
A TRS may not directly or indirectly operate or manage any qualified lodging facilities or qualified health care
properties or provide rights to any brand name under which any such facilities or properties are operated. However,
rents received by us from a TRS pursuant to a hotel lease will qualify as “rents from real property” as long as the
hotel is operated on behalf of the TRS by a person who satisfies the following requirements at the time the
management contract or similar contract is entered into with the TRS:
•

such person is, or is related to a person who is, actively engaged in the trade or business of operating
“qualified lodging facilities” or “qualified health care properties,” respectively, for any person unrelated to
us and the TRS;

•

such person does not own, directly or indirectly, more than 35% of our capital stock;

•

no more than 35% of such person is owned, directly or indirectly, by one or more persons owning 35% or
more of our capital stock; and

•

we do not directly or indirectly derive any income from such person.

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, unless wagering activities are conducted at, or in connection with, such
facility by any person who is engaged in the business of accepting wagers and who is legally authorized to engage in
such business at or in connection with such facility. A “qualified lodging facility” includes customary amenities and
facilities operated as part of, or associated with, the lodging facility as long as such amenities and facilities are
customary for other properties of a comparable size and class owned by other unrelated owners.
The TRS rules limit the deductibility of interest paid or accrued by a TRS to us to assure that the TRS is subject
to an appropriate level of corporate taxation. Further, the rules impose a 100% excise tax on transactions between a
TRS and us or our tenants that are not conducted on an arm’s-length basis.
We have formed and made a timely election with respect to the TRS Lessee, which leases each of our hotels.
Additionally, we may form or acquire additional TRSs in the future. Our hotels are managed by independent
management companies, each of which qualified as an “eligible independent contractor” at the time the applicable
management contract was entered into with the TRS Lessee.
Taxation of Distributions or Dividends to U.S. Shareholders
As used herein, the term “U.S. shareholder” means a beneficial owner of our common stock that for U.S. federal
income tax purposes is:
•

a citizen or resident of the United States;

•

a corporation or partnership (including an entity treated as a corporation or partnership for U.S. federal
income tax purposes) created or organized in or under the laws of the United States, any of its states or the
District of Columbia;

•

an estate whose income is subject to U.S. federal income taxation regardless of its source; or

•

any trust if (1) a U.S. court is able to exercise primary supervision over the administration of such trust and
one or more U.S. persons have the authority to control all substantial decisions of the trust, or (2) it has a
valid election in place to be treated as a U.S. person.

If a partnership, entity or arrangement treated as a partnership for federal income tax purposes holds our shares,
the federal income tax treatment of a partner in the partnership will generally depend on the status of the partner and
the activities of the partnership. If you are a partner in a partnership holding our shares, you are urged to consult
your tax advisor regarding the consequences of the ownership and disposition of our shares by the partnership.
As long as we qualify as a REIT, (1) a taxable “U.S. shareholder” must take into account distributions that are
made out of our current or accumulated earnings and profits and that we do not designate as capital gain
61

TABLE OF CONTENTS

dividends or retained long-term capital gain as ordinary income, and (2) a U.S. shareholder will not qualify for the
dividends received deduction generally available to corporations. For purposes of determining whether a distribution
is made of our current or accumulated earnings and profits, our earnings and profits will be allocated first to our
preferred share dividends and then to our common share dividends. In addition, dividends paid to a U.S. shareholder
as ordinary income generally will not qualify for the reduced tax rate for “qualified dividend income.” Currently, the
maximum tax rate on qualified dividend income is 20%; however, some taxpayers qualify for a 15% rate. In addition, a
3.8% net investment income tax applies for married couples with taxable income over $250,000 or single persons with
taxable income over $200,000.
Qualified dividend income generally includes most dividends paid by U.S. corporations but does not generally
include ordinary REIT dividends. As a result, our ordinary REIT dividends will continue to be taxed at the higher tax
rate applicable to ordinary income. Currently, the highest marginal individual income tax rate on ordinary income is
37%. However, for taxable years beginning after December 31, 2017 and before January 1, 2026, non-corporate U.S.
shareholders will be entitled to deduct up to 20% of “qualified REIT dividends” (i.e., dividends other than capital gain
dividends and dividends attributable to “qualified dividend income” received by us) they receive. The amount of the
deduction may be up to 20% of the amount of the non-corporate U.S. shareholder’s aggregate qualified dividend
income, but may be less than 20% of the amount of the U.S. shareholder’s qualified REIT dividends if the U.S.
shareholder has losses from publicly-traded partnerships or the U.S. shareholder’s taxable income, not taking into
account net capital gain, is less than the amount of the U.S. shareholder’s qualified REIT dividends. In addition,
Treasury Regulations under Section 199A of the Code impose a minimum holding period for the 20% deduction that
was not set forth in the Code. Under the Treasury Regulations, in order for a REIT dividend with respect to a share of
REIT stock to be treated as a qualified REIT dividend, the U.S. shareholder (i) must have held the share for more than
45 days during the 91-day period beginning on the date which is 45 days before the date on which such share
becomes ex-dividend with respect to such dividend and (ii) cannot have been under an obligation to make related
payments with respect to positions in substantially similar or related property, e.g., pursuant to a short sale.
The reduced tax rate for qualified dividend income should apply to our ordinary REIT dividends, if any, that are
(1) attributable to dividends received by us from non-REIT corporations, such as the TRS Lessee, and (2) attributable
to income upon which we have paid corporate income tax (e.g., to the extent that we distribute less than 100% of our
taxable income). In general, to qualify for the reduced tax rate on qualified dividend income, a shareholder must hold
our common stock for more than 60 days during the 121-day period beginning on the date that is 60 days before the
date on which our common stock becomes ex-dividend.
We may make a distribution in the future that is payable, at the election of the shareholder, partly in cash and
partly in stock. To the extent that we make a distribution payable partly in cash and partly in stock, a U.S. shareholder
may have a tax liability attributable to such distribution that is greater than the amount of cash received.
A U.S. shareholder generally will report distributions that we designate as capital gain dividends as long-term
capital gain (to the extent the distributions do not exceed our actual net capital gain for the taxable year) without
regard to the period for which the U.S. shareholder has held our common stock.
We may elect to retain and pay income tax on the net long-term capital gain that we receive in a taxable year. In
that case, a U.S. shareholder would be taxed on its proportionate share of our undistributed long-term capital gain, to
the extent that we designate such amount in a timely notice to such shareholder. The U.S. shareholder would receive
a credit or refund for its proportionate share of the tax we paid. The U.S. shareholder would increase the basis in its
common stock by the amount of its proportionate share of our undistributed long-term capital gain, minus its share of
the tax we paid.
To the extent that we make a distribution on our common stock in excess of our current and accumulated
earnings and profits, such distribution will not be taxable to a U.S. shareholder to the extent that it does not exceed
the adjusted tax basis of the U.S. shareholder’s common stock. Instead, such distribution will reduce the adjusted tax
basis of such stock. To the extent that we make a distribution on our common stock in excess of both our current and
accumulated earnings and profits and the U.S. shareholder’s adjusted tax basis in its common stock, such
shareholder will recognize long-term capital gain, or short-term capital gain if the common stock has been held for one
year or less, assuming the common stock is a capital asset in the hands of the U.S. shareholder. In addition, if we
declare a distribution in October, November or December of any year that is
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payable to a U.S. shareholder of record on a specified date in any such month, such distribution shall be treated as
both paid by us and received by the U.S. shareholder on December 31 of such year, provided that we actually pay the
distribution during January of the following calendar year.
U.S. shareholders may not include in their individual income tax returns any of our net operating losses or
capital losses. Instead, we will carry over such losses for potential offset against our future income generally. Taxable
distributions from us and gain from the disposition of our common stock will not be treated as passive activity
income, and, therefore, U.S. shareholders generally will not be able to apply any “passive activity losses,” such as
losses from certain types of limited partnerships in which the U.S. shareholder is a limited partner, against such
income. In addition, taxable distributions from us and gain from the disposition of our common stock generally will be
treated as investment income for purposes of the investment interest limitations.
We will notify shareholders after the close of our taxable year as to the portions of the distributions attributable
to that year that constitute ordinary income, return of capital, and capital gain.
Taxation of U.S. Shareholders on Sale or Disposition of Common Stock
When a U.S. shareholder sells or otherwise disposes of its common stock in us, the shareholder will recognize
gain or loss in an amount equal to the difference between (1) the amount of cash and the fair market value of any
property received on the sale or other disposition (less any portion thereof attributable to accrued but unpaid
dividends, which will be taxed as a dividend to the extent of our current and accumulated earnings and profits), and
(2) the shareholder’s adjusted tax basis in the common stock. In general, a U.S. shareholder who is not a dealer in
securities will treat any gain or loss recognized upon the sale or disposition of our common stock as long-term capital
gain or loss, if the U.S. shareholder has held the common stock for more than one year, otherwise, as short-term
capital gain or loss.
However, a U.S. shareholder must treat any loss recognized upon a sale or disposition of our common stock
held by such shareholder for six months or less as a long-term capital loss to the extent of any actual or deemed
distributions from us that such U.S. shareholder previously has characterized as long-term capital gain. All or a
portion of any loss that a U.S. shareholder recognizes upon a sale or disposition of our common stock may be
disallowed if the U.S. shareholder purchases other common stock issued by us within 30 days before or after the
disposition.
Capital Gains and Losses of U.S. Shareholders
A U.S. shareholder generally must hold a capital asset for more than one year for gain or loss derived from the
sale or exchange of the capital asset to be treated as long-term capital gain or loss. The highest marginal individual
income tax rate is currently 37%. The maximum tax rate on long-term capital gain applicable to non-corporate
taxpayers is currently 20%; however, some taxpayers qualify for a 15% rate for sales and exchanges of capital assets
held for more than one year. Certain individuals, estate or trusts whose income exceeds certain thresholds will be
required to pay a 3.8% Medicare tax on net gains from the sale or other disposition of property, such as our common
stock, subject to certain exceptions. The maximum tax rate on long-term capital gain from the sale or exchange of
“section 1250 property,” or depreciable real property, is currently 25% to the extent that such gain would have been
treated as ordinary income if the property were “section 1245 property.” The tax rate differential between capital gain
and ordinary income for non-corporate taxpayers may be significant. In addition, the characterization of income as
capital gain or ordinary income may affect the deductibility of capital losses. A non-corporate taxpayer may deduct
capital losses not offset by capital gains against its ordinary income up to a certain annual threshold, and carry
unused capital losses forward. A corporate taxpayer must pay tax on its net capital gain at corporate income tax rates.
A corporate taxpayer may deduct capital losses only to the extent of capital gains, but may be able to carry such
unused losses back to prior years and forward to succeeding years.
Taxation of U.S. Shareholders on a Redemption of Common Stock
A redemption of common stock will be treated under Section 302 of the Code as a distribution that is taxable as
dividend income (to the extent of our current or accumulated earnings and profits), unless the redemption satisfies
certain tests set forth in Section 302(b) of the Code enabling the redemption to be treated as a sale of the common
stock (in which case the redemption will be treated in the same manner as a sale described above in “—Taxation of
U.S. Shareholders on the Disposition of Common Stock”). The redemption will satisfy
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such tests if it (1) is “substantially disproportionate” with respect to the U.S. shareholder's interest in our stock, (2)
results in a “complete termination” of the U.S. shareholder's interest in all of our classes of stock or (3) is “not
essentially equivalent to a dividend” with respect to the shareholder, all within the meaning of Section 302(b) of the
Code. In determining whether any of these tests have been met, stock considered to be owned by the holder by
reason of certain constructive ownership rules set forth in the Code, as well as stock actually owned, generally must
be taken into account. Because the determination as to whether any of the three alternative tests of Section 302(b) of
the Code described above will be satisfied with respect to any particular U.S. shareholder of common stock depends
upon the facts and circumstances at the time that the determination must be made, prospective investors are urged to
consult their tax advisors to determine such tax treatment. If a redemption of common stock does not meet any of the
three tests described above, the redemption proceeds will be treated as a taxable dividend, as described above in “—
Taxation of Distributions or Dividends to U.S. Shareholders.”
Information Reporting Requirements and Backup Withholding
We will report to our shareholders and to the IRS the amount of distributions we pay during each calendar year
and the amount of tax we withhold, if any. Under the backup withholding rules, a shareholder may be subject to
backup withholding (currently at the rate of 24%) with respect to distributions unless such holder:
•

is a corporation or comes within certain other exempt categories and, when required, demonstrates this
fact; or

•

provides a taxpayer identification number, certifies as to no loss of exemption from backup withholding,
and otherwise complies with the applicable requirements of the backup withholding rules.

A shareholder who does not provide us with its correct taxpayer identification number also may be subject to
penalties imposed by the IRS. Any amount paid as backup withholding will be creditable against the shareholder’s
income tax liability. In addition, we may be required to withhold a portion of our capital gain distributions to any
shareholders who fail to certify their non-foreign status to us. See “—Taxation of Non-U.S. Shareholders.”
Backup withholding will generally not apply to payments of dividends made by us or our paying agents, in their
capacities as such, to a non-U.S. shareholder provided that the non-U.S. shareholder 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, W-8BEN-E 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 redemption effected outside the U.S. by a nonU.S. shareholder 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. shareholder and specified conditions are met or an exemption is
otherwise established. Payment of the net proceeds from a disposition by a non-U.S. shareholder of stock made by or
through the U.S. office of a broker is generally subject to information reporting and backup withholding unless the
non-U.S. shareholder 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 shareholder’s federal income tax liability if certain required information is furnished
to the IRS. Shareholders are urged 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.
Taxation of Tax-Exempt Shareholders
The rules governing U.S. federal income taxation of tax-exempt shareholders are complex. This section is only a
limited summary of such rules. We urge tax-exempt shareholders to consult their own tax advisors to determine the
impact of federal, state and local income tax laws on ownership of our capital stock, including any reporting
requirements.
Tax-exempt entities, including qualified employee pension and profit sharing trusts and individual retirement
accounts, generally are exempt from federal income taxation. However, such entities are subject to taxation on
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their unrelated business taxable income. While many investments in real estate generate unrelated business taxable
income, the IRS has published a revenue ruling that dividend distributions from a REIT to an exempt employee
pension trust do not constitute unrelated business taxable income. Based on that ruling, amounts that we distribute
to tax-exempt shareholders generally should not constitute unrelated business taxable income. However, if a taxexempt shareholder were to finance its acquisition of our capital stock with debt, a portion of the income that it
receives from us would constitute unrelated business taxable income pursuant to the “debt-financed property” rules.
Furthermore, social clubs, voluntary employee benefit associations, supplemental unemployment benefit trusts and
qualified group legal services plans that are exempt from taxation under special provisions of the federal income tax
laws are subject to different unrelated business taxable income rules, which generally will require them to characterize
distributions that they receive from us as unrelated business taxable income. Finally, if we are a “pension-held REIT,”
a qualified employee pension or profit sharing trust that owns more than 10% of our shares of capital stock is
required to treat a percentage of the dividends that it receives from us as unrelated business taxable income. That
percentage is equal to the gross income that we derive from an unrelated trade or business, determined as if we were
a pension trust, divided by our total gross income for the year in which we pay the dividends. That rule applies to a
pension trust holding more than 10% of our shares of capital stock only if:
•

the percentage of our dividends that the tax-exempt trust would be required to treat as unrelated business
taxable income is at least 5%;

•

we qualify as a REIT by reason of the modification of the rule requiring that no more than 50% of our
capital stock be owned by five or fewer individuals that allows the beneficiaries of the pension trust to be
treated as holding our capital stock in proportion to their actuarial interests in the pension trust (see “—
Requirements for Qualification” above); and

•

either (1) one pension trust owns more than 25% of the value of our capital stock or (2) a group of pension
trusts individually holding more than 10% of the value of our capital stock and collectively owns more than
50% of the value of our capital stock.

We have not been and do not expect to be treated as a pension-held REIT for purposes of these rules. The
ownership and transfer restrictions in our articles of incorporation reduce the risk that we may become a “pensionheld REIT.”
Taxation of Non-U.S. Shareholders
The rules governing U.S. federal income taxation of nonresident alien individuals, foreign corporations, foreign
partnerships and other foreign shareholders (collectively, “non-U.S. shareholders”) are complex. This section is only
a limited summary of such rules. We urge non-U.S. shareholders to consult their own tax advisors to determine the
impact of federal, state and local income tax laws on ownership of our capital stock, including any reporting
requirements.
Foreign investors are generally subject to tax in the United States on their (1) U.S. source income, and (2) income
that is “effectively connected” (or treated as effectively connected) with a U.S. trade or business (including the
disposition of certain United States real property interests).
A non-U.S. shareholder that receives a distribution from us (U.S. source income) that is not attributable to gain
from our sale or exchange of United States real property interests, as defined below, and that we do not designate as
a capital gain dividend, will recognize ordinary income to the extent that we pay such distribution out of our current
or accumulated earnings and profits. A withholding tax equal to 30% of the gross amount of the distribution
ordinarily will apply to such distribution unless an applicable tax treaty reduces or eliminates the tax. Under some
treaties, lower withholding rates do not apply to dividends from REITs.
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However, if a distribution is treated as effectively-connected with the non-U.S. shareholder’s conduct of a U.S.
trade or business, the non-U.S. shareholder generally will be subject to federal income tax on the distribution at
graduated rates, in the same manner as U.S. shareholders are taxed with respect to such distributions. A non-U.S.
shareholder that is a corporation also may be subject to the 30% branch profits tax with respect to the distribution.
We plan to withhold U.S. income tax at the rate of 30% on the gross amount of any such distribution paid to a nonU.S. shareholder unless either:
•

a lower treaty rate applies and the non-U.S. shareholder files an IRS Form W-8BEN or W-8BEN-E
evidencing eligibility for that reduced rate with us; or

•

the non-U.S. shareholder files an IRS Form W-8ECI with us claiming that the distribution is effectively
connected income.

A non-U.S. shareholder will not incur tax on a distribution on our common stock in excess of our current and
accumulated earnings and profits, which is not attributable to or treated as attributable to the disposition by us of a
United States real property interest, if the excess portion of such distribution does not exceed the adjusted tax basis
of its common stock. Instead, the excess portion of such distribution will reduce the adjusted basis of such stock. A
non-U.S. shareholder will be subject to tax on a distribution on our common stock that exceeds both our current and
accumulated earnings and profits and the adjusted tax basis of its common stock, if the non-U.S. shareholder
otherwise would be subject to tax on gain from the sale or disposition of its common stock, as described below.
Because we generally cannot determine at the time we make a distribution whether or not the distribution will exceed
our current and accumulated earnings and profits, we normally will withhold tax on the entire amount of any
distribution at the same rate as we would withhold on a dividend. However, a non-U.S. shareholder may obtain a
refund of amounts that we withhold if we later determine that a distribution in fact exceeded our current and
accumulated earnings and profits.
We must withhold 15% of any distribution that exceeds our current and accumulated earnings and profits.
Consequently, although we intend to withhold at a rate of 30% on the entire amount of any distribution, to the extent
that we do not do so, we will withhold at a rate of 15% on any portion of a distribution not subject to withholding at a
rate of 30%.
A non-U.S. shareholder will incur tax on any distribution made by us to the extent attributable to gain from sales
or exchanges of “United States real property interests” under special provisions of the federal income tax laws
referred to as “FIRPTA.” The term “United States real property interests” includes certain interests in real property
and stock in corporations at least 50% of whose assets consist of interests in real property. Under those rules, a nonU.S. shareholder is taxed on distributions attributable to gain from sales of United States real property interests as if
such gain were effectively-connected with a U.S. business of the non-U.S. shareholder. However, a distribution to a
non-U.S. shareholder will not be treated as gain recognized from the sale or exchange of a United States real property
interest if the distribution is received (1) with respect to a class of stock that is regularly traded on an established
securities market located in the United States and the recipient non-U.S. shareholder does not own more than 10% of
that class of stock at any time during the one year preceding the distribution, (2) by certain non-U.S. publicly-traded
shareholders that meet certain recordkeeping and other requirements (“qualified shareholders”), except to the extent
owners of such qualified shareholders that are not also qualified shareholders own, actually or constructively, more
than 10% of our capital stock or (3) by a “qualified foreign pension fund” (as defined in the Code) or any entity all of
the interests of which are held by such a qualified foreign pension fund. We believe that our common stock is
“regularly traded” on an established securities market in the United States. Under such circumstances: (1) the
distribution will be treated as an ordinary dividend to the non-U.S. shareholder and taxed as an ordinary dividend
that is not a capital gain, (2) the non-U.S. shareholder is not required to file a U.S. federal income tax return solely as a
result of receiving such ordinary distribution, (3) the branch profits tax does not apply to such ordinary distribution,
and (4) the distribution will be subject to U.S. federal income tax withholding as an ordinary dividend as described
above.
In addition, a non-U.S. shareholder generally will not incur tax under FIRPTA with respect to gain realized upon
a disposition of our common stock as long as at all times non-U.S. persons hold, directly or indirectly, less than 50%
in value of our capital stock (the domestically-controlled REIT exception). We currently anticipate that we will be a
domestically controlled REIT. However, we cannot assure you that this test will be met. If we are foreign controlled at
any time, a non-U.S. shareholder that owned (actually or constructively) 10% or less of any
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class of our capital stock at all times during a specific testing period will not incur tax under FIRPTA with respect to
any such gain on the disposition of our common stock if is “regularly traded” on an established securities market.
We believe that our common stock is “regularly traded” on an established securities market in the United States. If
the gain on the sale of our capital stock were taxed under FIRPTA, a non-U.S. shareholder would be taxed in the same
manner as U.S. shareholders with respect to such gain, subject to applicable alternative minimum tax and a special
alternative minimum tax in the case of nonresident alien individuals. Furthermore, a non-U.S. shareholder will incur tax
on gain not subject to FIRPTA if (1) the gain is effectively connected with the non-U.S. shareholder’s U.S. trade or
business, in which case the non-U.S. shareholder will be subject to the same treatment as U.S. shareholders with
respect to such gain, or (2) the non-U.S. shareholder is a nonresident alien individual who was present in the U.S. for
183 days or more during the taxable year and has a “tax home” in the United States, in which case the non-U.S.
shareholder will incur a 30% tax on his capital gains.
Withholding taxes may be imposed under Section 1471 through 1474 of the Code and the Treasury Regulations
promulgated thereunder (such sections commonly referred to as the Foreign Account Tax Compliance Act, or
“FATCA”) on certain types of payments made to non-U.S. financial institutions and certain other non-U.S. entities.
Specifically, a 30% withholding tax may be imposed on dividends on, or (subject to the proposed Treasury
Regulations discussed below) gross proceeds from the sale or other disposition of, our common equity paid to a
“foreign financial institution” or a “non-financial foreign entity” (each as defined in the Code), unless (1) the foreign
financial institution undertakes certain diligence and reporting obligations, (2) the non-financial foreign entity either
certifies it does not have any “substantial United States owners” (as defined in the Code) or furnishes identifying
information regarding each substantial United States owner, or (3) the foreign financial institution or non-financial
foreign entity otherwise qualifies for an exemption from these rules. If the payee is a foreign financial institution and
is subject to the diligence and reporting requirements in (1) above, it must enter into an agreement with the U.S.
Department of the Treasury requiring that it undertake to identify accounts held by certain “specified United States
persons” or “United States – owned foreign entities” (each as defined in the Code), annually report certain
information about such accounts, and withhold 30% on payments to non-compliant foreign financial institutions and
certain other account holders. Foreign financial institutions located in jurisdictions that have an intergovernmental
agreement with the United States governing FATCA may be subject to different rules.
Under the applicable Treasury Regulations and administrative guidance, withholding under FATCA generally
applies to payments of dividends on our common stock. While withholding under FATCA would have applied also
to payments of gross proceeds from the sale or other disposition of stock on or after January 1, 2019, recently
proposed Treasury Regulations eliminate FATCA withholding on payments of gross proceeds entirely. Taxpayers
generally may rely on these proposed Treasury Regulations until final Treasury Regulations are issued. Because we
may not know the extent to which a distribution is a dividend for U.S. federal income tax purposes at the time it is
made, for purposes of these withholding rules we may treat the entire distribution as a dividend.
We will not pay any additional amounts to shareholders in respect of any amounts withheld. NonU.S. shareholders are encouraged to consult their tax advisors regarding the possible implications of FATCA on their
investment in our common equity.
Tax Aspects of Our Investments in the Partnerships
The following discussion summarizes certain federal income tax considerations applicable to our direct or
indirect investments in the Partnerships (as defined above). The discussion does not cover state or local tax laws or
any federal tax laws other than income tax laws.
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Classification as Partnerships
We are entitled to include in our income our distributive share of each Partnership’s income and to deduct our
distributive share of each Partnership’s losses only if such Partnership is classified for federal income tax purposes
as a partnership (or an entity that is disregarded for federal income tax purposes if the entity has only one owner or
member), rather than as a corporation or an association taxable as a corporation. An unincorporated entity with at
least two owners or members will be classified as a partnership, rather than as a corporation, for federal income tax
purposes if it:
•

is treated as a partnership under Treasury regulations relating to entity classification (the “check-the-box
regulations”); and

•

is not a “publicly-traded” partnership.

Under the check-the-box regulations, an unincorporated entity with at least two owners or members may elect to
be classified either as an association taxable as a corporation or as a partnership. If such an entity fails to make an
election, it generally will be treated as a partnership for federal income tax purposes. Each Partnership intends to be
classified as a partnership (or an entity that is disregarded for federal income tax purposes if the entity has only one
owner or member) for federal income tax purposes, and no Partnership will elect to be treated as an association
taxable as a corporation under the check-the-box regulations.
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. A publicly-traded partnership will
not, however, be treated as a corporation if, for each taxable year beginning after December 31, 1987 in which it was
classified as a publicly-traded partnership, 90% or more of the partnership’s gross income for such year consists of
certain passive-type income, including real property rents (which includes rents that would be qualifying income for
purposes of the 75% gross income test, with certain modifications that make it easier for the rents to qualify for the
90% passive income exception), gains from the sale or other disposition of real property, interest, and dividends (the
“90% passive income exception”).
Treasury regulations (the “PTP regulations”) provide limited safe harbors from the definition of a publiclytraded partnership. Pursuant to one of those safe harbors (the “private placement exclusion”), interests in a
partnership will not be treated as readily tradable on a secondary market or the substantial equivalent thereof if (1) all
interests in the partnership were issued in a transaction or transactions that were not required to be registered under
the Securities Act of 1933, as amended, and (2) the partnership does not have more than 100 partners at any time
during the partnership’s taxable year. In determining the number of partners in a partnership, a person owning an
interest in a partnership, grantor trust or S corporation that owns an interest in the partnership is treated as a partner
in such partnership only if (1) substantially all of the value of the owner’s interest in the entity is attributable to the
entity’s direct or indirect interest in the partnership, and (2) a principal purpose of the use of the entity is to permit
the partnership to satisfy the 100-partner limitation. Each Partnership qualifies for the private placement exclusion.
We have not requested, and do not intend to request, a ruling from the IRS that the Partnerships will be
classified as partnerships (or disregarded entities, if the entity has only one owner or member) for federal income tax
purposes. If for any reason a Partnership were taxable as a corporation, rather than as a partnership or a disregarded
entity, for federal income tax purposes, we likely would not be able to qualify as a REIT. See “—Income Tests” and
“—Asset Tests.” In addition, any change in a Partnership’s status for tax purposes might be treated as a taxable
event, in which case we might incur tax liability without any related cash distribution. See “—Distribution
Requirements.” Further, items of income and deduction of such Partnership would not pass through to its partners,
and its partners would be treated as shareholders for tax purposes. Consequently, such Partnership would be
required to pay income tax at corporate rates on its net income, and distributions to its partners would constitute
dividends that would not be deductible in computing such Partnership’s taxable income.
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Income Taxation of the Partnerships and Their Partners
Partners, Not the Partnerships, Subject to Tax
A partnership is not a taxable entity for federal income tax purposes. Rather, we are required to take into account
our allocable share of each Partnership’s income, gains, losses, deductions, and credits for any taxable year of such
Partnership ending within or with our taxable year, without regard to whether we have received or will receive any
distribution from such Partnership.
Partnership Audit Rules
The Bipartisan Budget Act of 2015 changed certain rules relating to audits of partnerships for federal income tax
purposes. Under these rules, which are generally effective for taxable years beginning after December 31, 2017, and
subject to certain exceptions, any audit adjustment to items of income, gain, loss, deduction or credit of a partnership
(and any partner’s distributive share thereof) is determined, and taxes, interest and penalties attributable thereto are
assessed and collected, at the partnership level. Although it is still uncertain how these rules will be implemented,
they could result in the payment of taxes, penalties and interest by partnerships that we invest in, directly or
indirectly, including our Partnerships, as a result of an audit adjustment, and we, as a direct or indirect partner of such
partnerships, could be required to bear the economic burden of those taxes, penalties and interest, even though we,
as a REIT, may not otherwise have been required to pay additional corporate-level taxes as a result of such audit
adjustment. Investors are urged to consult their tax advisors with respect to these partnership audit rules and their
potential impact on their investment in our stock.
Partnership Allocations
Although a partnership agreement generally will determine the allocation of income and losses among partners,
such allocations will be disregarded for tax purposes if they do not comply with the provisions of the federal income
tax laws governing partnership allocations. If an allocation is not recognized for federal income tax purposes, the item
subject to the allocation will be reallocated in accordance with the partners’ interests in the partnership, which will be
determined by taking into account all of the facts and circumstances relating to the economic arrangement of the
partners with respect to such item. Each Partnership’s allocations of taxable income, gain and loss are intended to
comply with the requirements of the federal income tax laws governing partnership allocations.
Tax Allocations With Respect to Contributed Properties
Income, gain, loss and deduction attributable to appreciated or depreciated property that is contributed to a
partnership in exchange for an interest in the partnership must be allocated in a manner such that the contributing
partner is charged with, or benefits from, respectively, the unrealized gain or unrealized loss associated with the
property at the time of the contribution. The amount of such unrealized gain or unrealized loss (“built-in gain” or
“built-in loss”) is generally equal to the difference between the fair market value of the contributed property at the
time of contribution and the adjusted tax basis of such property at the time of contribution (a “book-tax difference”).
Such allocations are solely for federal income tax purposes and do not affect the book capital accounts or other
economic or legal arrangements among the partners. The U.S. Treasury Department has issued regulations requiring
partnerships to use a “reasonable method” for allocating items with respect to which there is a book-tax difference
and outlining several reasonable allocation methods.
Under the respective partnership agreements of our Partnerships, depreciation or amortization deductions of
each Partnership generally will be allocated among the partners in accordance with their respective interests in the
Partnership, except to the extent that the Partnership is required, under the federal income tax laws governing
partnership allocations, to use a method for allocating tax depreciation deductions attributable to contributed
properties that results in our receiving a disproportionate share of such deductions. In addition, gain or loss on the
sale of a property that has been contributed, in whole or in part, to the Partnership will be specially allocated to the
contributing partners to the extent of any built-in gain or built-in loss with respect to such property for federal income
tax purposes.
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Basis in Partnership Interest
Our adjusted tax basis in our partnership interest in the Partnerships generally is equal to:
•

the amount of cash and the adjusted tax basis of any other property contributed by us to the Partnerships;

•

increased by our allocable share of the Partnerships’ income and our allocable share of indebtedness of the
Partnerships; and

•

reduced, but not below zero, by our allocable share of the Partnerships’ loss and the amount of cash and
property (at fair market value) distributed to us, and by constructive distributions resulting from a
reduction in our share of indebtedness of the Partnerships.

If the allocation of our distributive share of the Partnerships’ loss would reduce the adjusted tax basis of our
partnership interest in the Partnerships below zero, the recognition of such loss will be deferred until such time as the
recognition of such loss would not reduce our adjusted tax basis below zero. To the extent that the Partnerships’
distributions, or any decrease in our share of the indebtedness of the Partnership, which is considered a constructive
cash distribution to the partners, reduce our adjusted tax basis below zero, such distributions will constitute taxable
income to us. Such distributions and constructive distributions normally will be characterized as long-term capital
gain.
Depreciation Deductions Available to the Operating Partnerships
To the extent that the Partnerships acquire their hotels in exchange for cash, the initial basis in such hotels for
depreciation purposes under the federal income tax laws will be equal to the purchase price paid by the Partnerships.
To the extent that the Partnerships acquire hotels in exchange for common units, the initial basis in each hotel
for depreciation purposes under the federal income tax laws should be the same as the transferor’s basis in that hotel
on the date of acquisition. Although the law is not entirely clear, the Partnerships generally depreciate such
depreciable property for federal income tax purposes over the same remaining useful lives and under the same
methods used by the transferors. The Partnerships’ tax depreciation deductions are allocated among the partners in
accordance with their respective interests in the Partnerships, except to the extent that the Partnerships are required
under the federal income tax laws to use a method for allocating depreciation deductions attributable to the hotels or
other contributed properties that results in our receiving a disproportionately large share of such deductions.
Sale of a Partnership’s Property
Generally, any gain realized by us or a Partnership on the sale of property held for more than one year will be
long-term capital gain, except for any portion of such gain that is treated as depreciation or cost recovery recapture.
Any gain or loss recognized by a Partnership on the disposition of contributed properties will be allocated first to the
partners who contributed such properties to the extent of their built-in gain or built-in loss on those properties for
federal income tax purposes. The partners’ built-in gain or built-in loss on such contributed properties will equal the
difference between the partners’ proportionate share of the book value of those properties and the partners’ tax basis
allocable to those properties at the time of the contribution. Any remaining gain or loss recognized by the Partnership
on the disposition of the contributed properties, and any gain or loss recognized by the Partnership on the
disposition of the other properties, will be allocated among the partners in accordance with their respective
percentage interests in the Partnership.
Our share of any gain realized by a Partnership on the sale of any property held by the Partnership as inventory
or other property held primarily for sale to customers in the ordinary course of the Partnership’s trade or business will
be treated as income from a prohibited transaction that is subject to a 100% penalty tax. Such prohibited transaction
income also may have an adverse effect upon our ability to satisfy the income tests for REIT status. See “—Income
Tests.” We, however, do not presently intend to acquire or hold or to allow any Partnerships to acquire or hold any
property that represents inventory or other property held primarily for sale to customers in the ordinary course of our
or such Partnerships’ trade or business.
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State, Local and Foreign Taxes
We and/or you may be subject to state, local and foreign tax in various states, localities and foreign
jurisdictions, including those states, localities and foreign jurisdictions, in which we or you transact business, own
property, or reside. The state, local and foreign tax treatment in such jurisdictions may differ from the federal income
tax treatment described above. Consequently, you should consult your own tax advisor regarding the effect of state,
local and foreign tax laws upon your investment in our common stock.
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PLAN OF DISTRIBUTION
As soon as practicable after the record date, rights will be distributed to holders who owned shares of our
common stock as of the close of business on the record date. If you wish to exercise your rights and purchase shares
of our common stock in this offering, you should timely comply with the procedures described in “The Rights
Offering.”
We are not aware of any existing agreements between any shareholder, broker, dealer or underwriter or
agreement relating to the sale or distribution of the common stock underlying the rights.
We have agreed to pay the subscription agent and the information agent customary fees plus certain expenses
in connection with this offering.
Some of our employees may solicit responses from you as a holder of rights, but we will not pay our employees
any commissions or compensation for these services other than their normal employment compensation. We estimate
that our total expenses in connection with this offering will be approximately $
.
If you have any questions, you should contact the information agent as provided in “The Rights Offering—
Information Agent.”
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LEGAL MATTERS
Certain legal matters in connection with this offering, including the validity of the common stock offered by this
prospectus, will be passed upon for us by McGrath North Mullin & Kratz, PC LLO. The description of federal income
tax considerations under the caption “Material Federal Income Tax Considerations” in this prospectus is based on
the opinion of McGrath North Mullin & Kratz, PC LLO.
EXPERTS
The consolidated financial statements and related financial schedule of Condor Hospitality Trust, Inc. as of
December 31, 2019 and 2018, and for each of the years in the three-year period ended December 31, 2019, incorporated
by reference in this prospectus, have been incorporated by reference herein and in the registration statement in
reliance upon the report of KPMG LLP, independent registered public accounting firm, incorporated by reference in
this prospectus, and upon the authority of said firm as experts in accounting and auditing.
INCORPORATION BY REFERENCE
The SEC allows us to “incorporate by reference” into this prospectus certain information filed with the SEC,
which means that we can disclose important information to you by referring you directly to certain documents. Any
statement in a document incorporated by reference into this prospectus will be deemed to be modified or superseded
to the extent a statement contained in this prospectus modifies or supersedes such statement. Any such statement
so modified or superseded shall not be deemed, except as so modified or superseded, to constitute a part of this
prospectus. We incorporate by reference the documents listed below:
•

Annual Report on Form 10-K for the year ended December 31, 2019;

•

Quarterly Report on Form 10-Q for the quarter ended September 30, 2020;

•

Current Reports on Form 8-K dated January 30, 2020, February 6, 2020, February 21, 2020, March 15, 2020,
July 20, 2020, August 24, 2020, September 18, 2020, October 14, 2020, October 21, 2020, October 30, 2020
and November 18, 2020; and

•

Proxy Statement for the Annual Shareholders Meeting held on December 15, 2020.

You may request a copy of these filings at no cost, by writing to or telephoning us at the following address:
Condor Hospitality Trust, Inc.
1800 W. Pasewalk Avenue, Suite 120
Norfolk, Nebraska 68701
(402) 371-2520
Attn: Corporate Secretary
You should rely only on the information provided or incorporated by reference in this prospectus. We have not
authorized anyone to provide you with additional or different information. You should not assume that the
information in this prospectus is accurate as of any date other than the date on the front cover of this prospectus.
WHERE YOU CAN FIND MORE INFORMATION
We maintain a website at www.condorhospitality.com. Information contained on, or accessible through our
website is not incorporated by reference into and does not constitute a part of this prospectus or any other report or
document we file or furnish with the SEC.
We have filed with the SEC a registration statement on Form S-11, including exhibits, schedules and
amendments thereto, of which this prospectus is a part, under the Securities Act with respect to the shares of
common stock to be sold in this offering. This prospectus does not contain all of the information set forth in the
registration statement and exhibits and schedules to the registration statement. For further information with respect
to our company and the shares of common stock to be sold in this offering, reference is made to the registration
statement, including the exhibits and schedules to the registration statement. Statements contained in this
prospectus as to the contents of any contract or other document referred to in this prospectus are not necessarily
complete and, where that contract is an exhibit to the registration statement, each statement is qualified in all respects
by reference to the exhibit to which the reference relates. Copies of this registration statement, including the exhibits
and schedules to this registration statement, may be examined without charge at
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the public reference room of the SEC, 100 F Street, N.E., Room 1580, Washington, DC 20549. Information about the
operation of the public reference room may be obtained by calling the SEC at 1-800-SEC-0330. Copies of all or a
portion of the registration statement may be obtained from the public reference room of the SEC upon payment of
prescribed fees. Our SEC filings, including our registration statement, are also available to you on the SEC’s website
at www.sec.gov.
We are subject to the information and reporting requirements of the Securities Exchange Act of 1934, as
amended, and file periodic reports and proxy statements and make available to our shareholders quarterly reports for
the first three quarters of each fiscal year containing unaudited interim financial information
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PART II [TO BE UPDATED]
INFORMATION NOT REQUIRED IN PROSPECTUS
ITEM 31.

OTHER EXPENSES ON ISSUANCE AND DISTRIBUTION

The following table itemizes the expenses incurred by us in connection with the issuance and registration of the
securities being registered hereunder. All amounts shown are estimates except for the SEC registration fee the
NASDAQ listing fee and the FINRA filing fee.
SEC registration fee

$

1,091

NYSE American listing fee

65,000

Accounting fees and expenses

10,000

Legal fees and expenses

15,000

Printing and engraving expenses

15,000

Transfer agent and registrar fees

5,000

Other expenses

909

Total
ITEM 32.

$112,000
SALES TO SPECIAL PARTIES

Effective on November 19, 2020, Condor Hospitality Trust, Inc. (the “Company”) entered into a Ninth
Amendment to Credit Agreement among Condor Hospitality Limited Partnership, as borrower, the Company and the
subsidiary guarantors party thereto, as guarantors, KeyBank National Association and the other lenders party
thereto, as lenders, and KeyBank National Association, as administrative agent (the “Ninth Amendment”). The Ninth
Amendment amends the Credit Agreement dated as of March 1, 2017, as amended by the First Amendment dated as
of May 11, 2017, Second Amendment dated as of December 13, 2017, Third Amendment dated as of March 8, 2019,
Fourth Amendment dated as of May 3, 2019, Fifth Amendment dated as of August 9, 2019, Sixth Amendment dated
as of March 30, 2020, Seventh Amendment dated as of May 13, 2020 and Eighth Amendment dated as of
November 16, 2020 (collectively, the “Credit Agreement”).
On November 18, 2020, the Company entered into separate Convertible Promissory Notes and Loan Agreements
(the “Notes”) in favor of (a) SREP III Flight - Investco 2, L.P. (“SREP”), an affiliate of StepStone Group LP
(“StepStone”), for $7,220,443, and (b) Efanur S.A. (“Efanur”), an affiliate of IRSA Inversiones y Representaciones
Sociedad Anónima (“IRSA”), for $2,779,557. Pursuant to the Notes, the Company borrowed $10,000,000 from SREP
and Efanur and used the proceeds to repay loans outstanding under the Credit Agreement. Each of the Notes
matures upon the earliest to occur of (a) the closing of a Rights Offering (as defined below) or a Non-Rights Offering
Conversion (as defined below) in an amount equal to the outstanding principal balance of the respective Note, (b) the
acceleration of the respective Note on or after the occurrence of an Event of Default (as defined in the respective
Note) and (c) January 2, 2023.
Each of the Notes accrues interest at 10.00% per annum (exclusive of any portion of the principal that is used in
a Rights Offering and, in the case of the Note in favor of SREP, any backstop commitment), provides for the interest
rate to increase to 20% upon an Event of Default or if any amounts under the applicable Note are outstanding after
May 31, 2021, provides for the capitalization of interest and provides for the payment of all accrued and unpaid
interest and principal on the maturity date. Each of the Notes also provides, subject to a Make Whole Fee (as defined
in the respective Note) payable to SREP and Efanur, as applicable, for the interest rate to increase to 25% upon a
determination by the disinterested members of the board of directors of the Company (a) not to proceed with, or to
terminate, a Rights Offering, (b) to prohibit a Non-Rights Offering Conversion or (c) not to seek shareholder approval
of the transactions contemplated by the Notes, including the issuance of shares of common stock of the Company
and the conversion price (“Shareholder Approval”), because the failure to make any such determination would
reasonably be expected to constitute a breach of the directors’ duties under Maryland law (a “Board Decision”).
Subject to receipt of Shareholder Approval or a Board Decision, SREP and Efanur may elect to convert the
principal due under the applicable Note into common stock of the Company in connection with any future rights
offering commenced by the Company for 4,000,000 shares of common stock of the Company at a price of
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$2.50 per share (a “Rights Offering”). Pursuant to the Note in favor of SREP, the Company has committed to offer to
SREP the option to purchase any shares of common stock of the Company underlying any unexercised rights in any
such Rights Offering.
If any amounts remain unpaid on the applicable Note after May 31, 2021 (or, if earlier, the termination, rescission
or rejection of the Rights Offering), subject to receipt of Shareholder Approval or a Board Decision, SREP and Efanur
may elect to convert the principal due under the applicable Note into 4,000,000 shares of common stock of the
Company at a price of $2.50 per share (a “Non-Rights Offering Conversion”).
The issuance of shares in a Rights Offering or Non-Rights Offering Conversion is subject to receipt of the
Shareholder Approval, which the Company has committed to seek at a special meeting of shareholders expected to be
held no later than January 31, 2021.
In the event of a Board Decision in order to accept an unsolicited cash offer for newly issued common stock or
securities convertible into common stock of the Company, then upon consummation of any such sale, the Company
is required to pay SREP and Efanur a Make Whole Fee as set forth in their respective Note.
SREP and Efanur have entered into separate subordination and standstill agreements with KeyBank National
Association that govern the rights of SREP and Efanur, as applicable, to seek payment under and enforce remedies
under the applicable Note.
In connection with the entry into of the Notes, on November 18, 2020, the Company entered into separate voting
agreements (the “Voting Agreements”) with (a) StepStone Group Real Estate LP, StepStone Rep III (GP), LLC,
StepStone Group Real Estate Holdings LLC and SREP Flight-Investco, L.P. (collectively, the “StepStone
Shareholders”), which are affiliates of SREP and StepStone, and (b) the Real Estate Investment Group VII L.P., Real
Estate Strategies L.P. and Efanur S.A. (collectively, the “IRSA Shareholders”), which are affiliates of Efanur and
IRSA. Pursuant to the Voting Agreements, each of the StepStone Shareholders and IRSA Shareholders separately
committed to vote their voting securities in the Company at a special meeting of shareholders to approve the
issuance of the common stock, and any change of control that could result from the issuance of the common stock, in
a Rights Offering or a Non-Rights Offering Conversion, as required pursuant to NYSE American Company Guide Rule
713. The aggregate voting power of the StepStone Shareholders and IRSA Shareholders committed to vote
affirmatively for such matters is sufficient to assure approval of such matters at a shareholders meeting.
The Notes were issued to SREP and Efanur in transactions exempt from registration under the Securities Act of
1933, as amended, in reliance on Section 4(a)(2) thereof, as such issuances of securities were not made in a public
offering, the Company did not engage in general solicitation or advertising and SREP and Efanur are accredited
investors.
ITEM 33.

RECENT SALES OF UNREGISTERED SECURITIES

In the three years preceding the filing of this registration statement, we have issued the following securities that
were not registered under the Securities Act of 1933.
The disclosure set forth in Item 32 above is hereby incorporated by reference.
On February 21, 2018, Condor Hospitality Limited Partnership, the operating partnership of the Company (the
“Operating Partnership”), completed the acquisition of a hotel pursuant to a purchase agreement with Stayfresh
Hotels, LLC. The aggregate purchase price for the hotel was $16.325 million which was paid with a combination of
cash, financing (as discussed below) and Operating Partnership limited partnership units (as discussed below).
Pursuant to the purchase agreement for the Summerville hotel, as partial consideration for the purchase price of
the hotel, the Operating Partnership agreed to issue to the seller limited partnership units with an aggregate dollar
value of $50,000. In connection with the acquisition of the hotel, the Operating Partnership issued 259,685 limited
partnership units to Stayfresh Hotels, LLC on February 21, 2018.
The Operating Partnership limited partnership units were issued to the party described above in transactions
exempt from registration under the Securities Act of 1933, as amended, in reliance on Section 4(a)(2) thereof, as such
issuances of securities were not made in a public offering, neither the Company nor the Operating Partnership
engaged in general solicitation or advertising, the units were not offered to the public in connection with these
transactions and the party described above is an accredited investor.
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ITEM 34.

INDEMNIFICATION OF DIRECTORS AND OFFICERS

Maryland law permits a Maryland corporation to include in its charter a provision eliminating the liability of its
directors and officers to the corporation and its shareholders for money damages except for liability resulting from (1)
actual receipt of an improper benefit or profit in money, property or services or (2) active and deliberate dishonesty
that was established by a final judgment and was material to the cause of action. Our charter contains a provision
that eliminates the liability of our directors and officers to the maximum extent permitted by Maryland law.
The MGCL requires us (unless our charter provides otherwise, which our charter does not) to indemnify a
director or officer who has been successful, on the merits or otherwise, in the defense of any proceeding to which he
or she is made a party by reason of his or her service in that capacity. The MGCL permits us to indemnify our present
and former directors and officers, among others, against judgments, penalties, fines, settlements and reasonable
expenses actually incurred by them in connection with any proceeding to which they may be made or threatened to
be made a party by reason of their service in those or other capacities unless it is established that:
•

the act or omission of the director or officer was material to the matter giving rise to the proceeding and (1)
was committed in bad faith or (2) was the result of active and deliberate dishonesty;

•

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

•

in the case of any criminal proceeding, the director or officer had reasonable cause to believe that the act or
omission was unlawful.

However, under the MGCL, we may not indemnify a director or officer in a suit by us or in our right in which the
director or officer was adjudged liable to us or in a suit in which the director or officer was adjudged liable on the
basis that personal benefit was improperly received. 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 us or in our right, or for a judgment of
liability on the basis that personal benefit was improperly received, is limited to expenses.
In addition, the MGCL permits us to advance reasonable expenses to a director or officer upon our 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 by us; and

•

a written undertaking by the director or officer or on the director’s or officer’s behalf to repay the amount
paid or reimbursed by the corporation if it is ultimately determined that the director or officer did not meet
the standard of conduct.

Our charter authorizes us to obligate ourselves, and our bylaws obligate us, to the fullest extent permitted by
Maryland law in effect from time to time, to indemnify and, without requiring a preliminary determination of the
ultimate entitlement to indemnification, pay or reimburse reasonable expenses in advance of final disposition of a
proceeding to:
•

any present or former director or officer who is made or threatened to be made a party to or witness in the
proceeding by reason of his or her service in that capacity; or

•

any individual who, while a director or officer of our company and at our request, serves or has served as a
director, officer, partner, manager, member or trustee of another corporation, real estate investment trust,
partnership, limited liability company, joint venture, trust, employee benefit plan or any other enterprise
and who is made or threatened to be made a party to or witness in the proceeding by reason of his or her
service in that capacity.

Our charter and bylaws also permit us to indemnify and advance expenses to any individual who served any
predecessor of our company.
We have entered into indemnification agreements with each of our directors and officers that provide for
indemnification to the maximum extent permitted by Maryland law.
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Insofar as the foregoing provisions permit indemnification of directors, officers or persons controlling us for
liability arising under the Securities Act, we have been informed that, in the opinion of the SEC, this indemnification
is against public policy as expressed in the Securities Act and is therefore unenforceable.
ITEM 35.

TREATMENT OF PROCEEDS FROM STOCK BEING REGISTERED

None.
ITEM 36.

FINANCIAL STATEMENTS AND EXHIBITS

(b)
4.1

Amended and Restated Articles of Incorporation of the Company, as amended (incorporated herein by
reference to Exhibit 3.1 to the Company’s Current Report on Form 8-K (Commission file number 001-34087)
dated May 24, 2017).

4.2

Bylaws of the Company, as amended (incorporated herein by reference to Exhibit 3.1 to the Company’s
Current Report on Form 8-K (Commission file number 001-34087) dated October 21, 2020).

4.3

Description of the Company’s Securities Registered pursuant to Section 12 of the Securities Exchange Act
of 1934, as amended (incorporated herein by reference to Exhibit 4.1 to the Company’s Annual Report on
Form 10-K for the fiscal year ended December 31, 2019 (Commission file number 001-34087)).

4.4

Form of Common Stock Certificate (incorporated by reference to Exhibit 4.6 of the Company’s Registration
Statement (file No. 333-212264)).

4.5*

Form of Subscription Certificate to Purchase Rights for Common Stock of Registrant

4.6*

Form of Notice to Shareholders who are Record Holders.

4.7*

Form of Notice to Shareholders who are Acting as Nominees.

4.8*

Form of Notice to Clients of Shareholders who are Acting as Nominees.

4.9*

Form of Notice of Guaranteed Delivery.

4.10*

Form of Beneficial Owner Election Form.

4.11*

Form of Nominee Holder Election Form.

5.1*

Opinion of McGrath North Mullin & Kratz, PC LLO

8.1*

Opinion of McGrath North Mullin & Kratz, PC LLO

10.1

Third Amended and Restated Agreement of Limited Partnership of Condor Hospitality Limited Partnership,
as amended (incorporated herein by reference to Exhibit 10.1 to the Company’s Quarterly Report on Form
10-Q (Commission file number 001-34087) for the quarter ended September 30, 2016).

10.2

Investor Rights and Conversion Agreement, dated February 1, 2012, by and among the Company, Real
Estate Strategies L.P. and IRSA Inversiones y Representaciones Sociedad Anónima (incorporated herein
by reference to Exhibit 10.3 to the Company’s Current Report on Form 8-K (Commission file number 00134087) dated January 30, 2012).
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10.3

Registration Rights Agreement, dated February 1, 2012, by and among the Company, Real Estate Strategies
L.P. and IRSA Inversiones y Representaciones Sociedad Anónima (incorporated herein by reference to
Exhibit 10.4 to the Company’s Current Report on Form 8-K (Commission file number 001-34087) dated
January 30, 2012).

10.4

Directors Designation Agreement, dated February 1, 2012, by and among the Company, Real Estate
Strategies L.P. and IRSA Inversiones y Representaciones Sociedad Anónima (incorporated herein by
reference to Exhibit 10.5 to the Company’s Current Report on Form 8-K (Commission file number 001-34087)
dated January 30, 2012).

10.5

Agreement, dated August 9, 2013, by and among the Company, Real Estate Strategies L.P. and IRSA
Inversiones y Representaciones Sociedad Anonima (incorporated herein by reference to Exhibit 10.1 to the
Company’s Current Report on Form 8-K (Commission file number 001-34087) dated August 9, 2013).

10.6

Agreement, dated July 23, 2015, between Real Estate Strategies L.P., IRSA Inversiones y Representaciones
Sociedad Anonima and the Company (incorporated herein by reference to Exhibit 10.1 to the Company’s
Current Report on Form 8-K (Commission file number 001-34087) dated July 23, 2015).

10.7

Agreement, dated as of February 28, 2017, by and among Real Estate Strategies L.P., IRSA Inversiones y
Representaciones Sociedad Anónima and the Company (incorporated herein by reference to Exhibit 10.2 to
the Company’s Current Report on Form 8-K (Commission file number 001-34087) dated February 28, 2017).

10.8

Joinder Agreement dated June 29, 2018 by and among the Company, Real Estate Strategies L.P., IRSA
Inversiones y Representaciones Sociedad Anonima, and Real Estate Investment Group VII L.P.
(incorporated herein by reference to Exhibit 10.1 to the Company’s Current Report on Form 8-K
(Commission file number 001-34087) dated June 29, 2018).

10.9

Investor Rights Agreement, dated as of March 16, 2016, by and among SREP III Flight-Investco, L.P.,
StepStone Group Real Estate LP and the Company (incorporated herein by reference to Exhibit 10.2 to the
Company’s Current Report on Form 8-K (Commission file number 001-34087) dated March 16, 2016).

10.10

Agreement, dated as of March 16, 2016, by and among Real Estate Strategies L.P., IRSA Inversiones y
Representaciones Sociedad Anónima and the Company (incorporated herein by reference to Exhibit 10.3 to
the Company’s Current Report on Form 8-K (Commission file number 001-34087) dated March 16, 2016).

10.11

Agreement, dated as of February 28, 2017, between SREP III Flight-Investco, L.P., StepStone Group Real
Estate LP and the Company (incorporated herein by reference to Exhibit 10.1 to the Company’s Current
Report on Form 8-K (Commission file number 001-34087) dated February 28, 2017).

10.12

Convertible Promissory Note and Loan Agreement dated as of November 18, 2020 by Condor Hospitality
Trust, Inc. in favor of SREP III Flight-Investco 2, L.P. (incorporated herein by reference to Exhibit 10.4 to
the Company’s Current Report on Form 8-K (Commission file number 001-34087) dated November 18, 2020).

10.13

Convertible Promissory Note and Loan Agreement dated as of November 18, 2020 by Condor Hospitality
Trust, Inc. in favor of Efanur S.A. (incorporated herein by reference to Exhibit 10.5 to the Company’s
Current Report on Form 8-K (Commission file number 001-34087) dated November 18, 2020).

ll-5

TABLE OF CONTENTS

10.14

Voting Agreement dated as of November 18, 2020 between StepStone Group Real Estate LP, StepStone
Rep III (GP), LLC, StepStone Group Real Estate Holdings LLC, SREP Flight-Investco, L.P. and Condor
Hospitality Trust, Inc. (incorporated herein by reference to Exhibit 10.6 to the Company’s Current Report
on Form 8-K (Commission file number 001-34087) dated November 18, 2020).

10.15

Voting Agreement dated as of November 18, 2020 between Real Estate Investment Group VII L.P., Real
Estate Strategies L.P., Efanur S.A. and Condor Hospitality Trust, Inc. (incorporated herein by reference to
Exhibit 10.7 to the Company’s Current Report on Form 8-K (Commission file number 001-34087) dated
November 18, 2020).

10.16*

Backstop Agreement between Registrant and SREP III.

23.1

Consent of KPMG LLP.

23.2

Consents of McGrath North Mullin & Kratz, PC LLO (included in Exhibit 5.1 and 8.1 hereto).

24.1*

Powers of Attorney of the Chief Executive Officer, Chief Financial Officer, Chief Accounting Officer and
each director of Condor Hospitality Trust, Inc. (including on the signature page thereto).

*

Filed herewith.

ITEM 37.

UNDERTAKINGS

(a) Insofar as indemnification for liabilities arising under the Securities Act of 1933, as amended (the “Act”)
may be permitted to directors, officers and controlling persons of the registrant pursuant to the foregoing provisions,
or otherwise, the registrant has been advised that in the opinion of the Securities and Exchange Commission such
indemnification is against public policy as expressed in the Act and is, therefore, unenforceable. In the event that a
claim for indemnification against such liabilities (other than the payment by the registrant of expenses incurred or
paid by a director, officer or controlling person of the registrant in the successful defense of any action, suit or
proceeding) is asserted by such director, officer or controlling person in connection with the securities being
registered, the registrant will, unless in the opinion of its counsel the matter has been settled by controlling
precedent, submit to a court of appropriate jurisdiction the question whether such indemnification by it is against
public policy as expressed in the Act and will be governed by the final adjudication of such issue.
(b) The undersigned Registrant hereby further undertakes that:
(1) For purposes of determining any liability under the Act, the information omitted from the form of
prospectus filed as part of this registration statement in reliance upon Rule 430A and contained in a form of
prospectus filed by the registrant pursuant to Rule 424(b)(1) or (4), or Rule 497(h) under the Act shall be deemed
to be part of this registration statement as of the time it was declared effective.
(2) For the purpose of determining any liability under the Act, each post-effective amendment that
contains a form of prospectus shall be deemed to be a new registration statement relating to the securities
offered therein, and the offering of such securities at that time shall be deemed to be the initial bona fide offering
thereof.
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SIGNATURES
Pursuant to the requirements of the Securities Act of 1933, the registrant certifies that it has reasonable grounds
to believe that it meets all the requirements for filing on Form S-11 and has duly caused this registration statement to
be signed on its behalf by the undersigned, thereunto duly authorized, in the City of Norfolk, State of Nebraska, on
the 7th day of December, 2020.
CONDOR HOSPITALITY TRUST, INC.
By: /s/ J. William Blackham
J. William Blackham
Chief Executive Officer and President
POWERS OF ATTORNEY
KNOW BY ALL MEN THESE PRESENTS, that each person whose signature appears below hereby constitutes
and appoints J. William Blackham, his or her true and lawful attorney-in-fact and agent, with full power of
substitution and resubstitution, for him or her and in his name, place and stead, in any and all capacities, to sign any
and all amendments to this Registration Statement, and any additional related registration statement filed pursuant to
Rule 462 under the Securities Act of 1933, as amended, (including post-effective amendments to the registration
statement and any such related registration statements), and to file the same, with all exhibits thereto, and any other
documents in connection therewith, granting unto said attorneys-in-fact and agents full power and authority to do
and perform each and every act and thing requisite and necessary to be done in and about the premises, as fully to all
intents and purposes as he might or could do in person, hereby ratifying and confirming all that said attorneys-in-fact
and agents, or their substitute or substitutes, may lawfully do or cause to be done by virtue hereof.
Pursuant to the requirements of the Securities Act of 1933, this registration statement has been signed by the
following persons in the capacities indicated on the 7th day of December, 2020.
Signature

Title

/s/ J. William Blackham

Chief Executive Officer, President and Director

J. William Blackham

(Principal Executive Officer)

/s/ Jill Burger

Chief Financial Officer and Chief Accounting Officer

Jill Burger

(Principal Financial Officer and Principal Accounting Officer)

/s/ Thomas Calahan
Thomas Calahan

Director

/s/ Noah Davis
Noah Davis

Director

/s/ Daphne J. Dufresne
Daphne J. Dufresne

Director

/s/ Daniel R. Elsztain
Daniel R. Elsztain

Director

/s/ Matias Gaivironsky
Matias Gaivironsky

Director

/s/ Drew Iadanza
Drew Iadanza

Director

/s/ Donald J. Landry
Donald J. Landry

Director

/s/ J. Brendan MacDonald
Director

J. Brendan MacDonald
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Exhibit 4.5
RIGHTS CERTIFICATE #:

NUMBER OF RIGHTS

THE TERMS AND CONDITIONS OF THE RIGHTS OFFERING ARE SET FORTH IN THE COMPANY’S PROSPECTUS
DATED
, 20 (THE “PROSPECTUS”) AND ARE INCORPORATED HEREIN BY REFERENCE. COPIES
OF THE PROSPECTUS ARE AVAILABLE UPON REQUEST FROM BROADRIDGE CORPORATE ISSUER SOLUTIONS,
INC., THE INFORMATION AGENT.
Condor Hospitality Trust, Inc.
Incorporated under the laws of the State of Maryland
NON-TRANSFERABLE SUBSCRIPTION RIGHTS CERTIFICATE
Evidencing Non-Transferable Subscription Rights to Purchase Shares of Common Stock of
Condor Hospitality Trust, Inc.
CUSIP#:
Subscription Price: $2.50 per Share
THE SUBSCRIPTION RIGHTS WILL EXPIRE IF NOT EXERCISED ON OR BEFORE 5:00 P.M.,
NEW YORK CITY TIME, ON
, 2021, UNLESS EXTENDED BY THE COMPANY
REGISTERED OWNER:

THIS CERTIFIES THAT the registered owner whose name is inscribed hereon is the owner of the number of non-transferable
subscription rights (“Rights”) set forth above. Each whole Right entitles the holder thereof to subscribe for and purchase 0.31556 shares
of Common Stock, with a par value of $0.01 per share, of Condor Hospitality Trust, Inc., a Maryland corporation, at a subscription
price of $2.50 per whole share (the “Subscription Right”), pursuant to a rights offering (the “Rights Offering”), on the terms and subject
to the conditions set forth in the Prospectus. The Rights represented by this Subscription Rights Certificate may be exercised by
completing Form 1 and any other appropriate forms on the reverse side hereof and by returning the full payment of the subscription
price for each share of Common Stock in accordance with the instructions set forth in Form 1 hereto and the Prospectus.
This Subscription Rights Certificate is not valid unless countersigned and registered by the subscription agent and registrar.
Witness the signatures of the duly authorized officers of Condor Hospitality Trust, Inc.

Chief Executive Officer

Interim Chief Financial Officer,
Treasurer and Secretary

COUNTERSIGNED AND REGISTERED:
BROADRIDGE CORPORATE ISSUER SOLUTIONS, INC., TRANSFER AGENT AND REGISTRAR
By:
Authorized Signatory

Dated:

DELIVERY OPTIONS FOR SUBSCRIPTION RIGHTS CERTIFICATE
Delivery other than in the manner or to the addresses listed below will not constitute valid delivery.
If delivering by regular mail:

If delivering by hand or overnight courier:

Broadridge Corporate Issuer Solutions, Inc.
Attn: BCIS Re-Organization Dept.
P.O. Box 1317
Brentwood, NY 11717-0693

Broadridge Corporate Issuer Solutions, Inc.
Attn: BCIS IWS
51 Mercedes Way
Edgewood, NY 11717

PLEASE PRINT ALL INFORMATION CLEARLY AND LEGIBLY.
FORM 1-EXERCISE OF SUBSCRIPTION RIGHTS
To subscribe for shares pursuant to your Subscription Right, please complete lines (a) and (b) and sign under Form 3 below. To the
extent you subscribe for more Shares than you are entitled under either the Subscription Right, you will be deemed to have elected to
purchase the maximum number of shares for which you are entitled to subscribe under the Subscription Right.
(a) EXERCISE OF SUBSCRIPTION RIGHT:
I apply for

shares x
(no. of new shares)

$2.50
(subscription price)

=

$
(amount enclosed)

(b) Total Amount of Payment Enclosed = $
METHOD OF PAYMENT (CHECK ONE)
☐

Check or bank draft drawn on a U.S. bank, or postal telegraphic or express.

☐

Money order payable to “Broadridge Corporate Issuer Solutions, Inc., as Subscription Agent.” Funds paid by an uncertified check may take at
least five business days to clear.

☐

Wire transfer of immediately available funds directly to the account maintained by Broadridge Corporate Issuer Solutions, Inc., as Subscription
Agent, for purposes of accepting subscriptions in this Rights Offering at U.S. Bank National Association, ABA #123000848, Account
#153910728465, Broadridge FBO Condor Hospitality Trust, Inc., with reference to the rights holder’s name.

FORM 2-DELIVERY TO DIFFERENT ADDRESS
If you wish for the Common Stock underlying your subscription rights, a certificate representing unexercised subscription rights or the
proceeds of any sale of subscription rights to be delivered to an address different from that shown on the face of this Subscription Rights
Certificate, please enter the alternate address below, sign under Form 3 and have your signature guaranteed under Form 4.

FORM 3-SIGNATURE
TO SUBSCRIBE: I acknowledge that I have received the Prospectus for this Rights Offering and I hereby irrevocably subscribe for the
number of shares indicated above on the terms and conditions specified in the Prospectus. By signing below I confirm that after giving
effect to the exercise of my Rights I will not beneficially own more than 9.9% of the Company’s outstanding shares of Common Stock
(calculated immediately upon the closing of the rights offering, as described in the Prospectus). I agree to cooperate with the Company
and provide to the Company any and all information requested by the Company in connection with the exercise of the rights granted in
the previous sentence.
Signature(s)

IMPORTANT: The signature(s) must correspond with the name(s) as printed on the reverse of this Subscription Rights Certificate in
every particular, without alteration or enlargement, or any other change whatsoever.
FORM 4-SIGNATURE GUARANTEE
This form must be completed if you have completed any portion of Forms 2 or 3.
Signature
Guaranteed:
(Name of Bank or Firm)
By:
(Signature of Officer)

IMPORTANT: The signature(s) should be guaranteed by an eligible guarantor institution (bank, stock broker, savings & loan
association or credit union) with membership in an approved signature guarantee medallion program pursuant to Securities and
Exchange Commission Rule 17Ad-15.
FOR INSTRUCTIONS ON THE USE OF THIS SUBSCRIPTION RIGHTS CERTIFICATE, CONSULT BROADRIDGE
CORPORATE ISSUER SOLUTIONS, INC., THE INFORMATION AGENT, TOLL FREE AT +1 (855) 793-5068.
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CONDOR HOSPITALITY TRUST, INC.
[FORM OF NOTICE TO SHAREHOLDERS WHO ARE RECORD HOLDERS]
Up to 4,000,000 Shares of Common Stock Issuable Upon Exercise of Non-Transferable Rights
Enclosed for your consideration is a prospectus, dated
, 2021 (the “Prospectus”), relating to the offering by Condor
Hospitality Trust, Inc. (the “Company”) of non-transferable rights (the “Rights”) to subscribe for shares of the Company’s common
stock, par value $0.01 per share (“Common Stock”), by stockholders of record (“Record Date Shareholders”) as of 5:00 p.m., New
York City time, on
, 2021 (the “Record Date”).
Pursuant to the offering, the Company is issuing Rights to subscribe for 4,000,000 shares of its Common Stock, on the terms and
subject to the conditions described in the Prospectus. The Rights may be exercised at any time during the subscription period, which
commences on
, 2021 and ends at 5:00 p.m., New York City time, on
, 2021, unless extended by the
Company (as it may be extended, the “Expiration Date”). The Rights are non-transferable and will not be listed for trading on the NYSE
American stock exchange or any other securities exchange or automated quotation system.
As described in the Prospectus, Record Date Shareholders will receive one Right for each share of Common Stock owned on the

Record Date. Each Right entitles the holders (the “Rights Holders”) to purchase 0.31556 shares of Common Stock at the subscription
price of $2.50 per whole share of Common Stock (the “Subscription Right”).
You are not required to exercise any or all of your subscription rights. Rights may only be exercised for whole numbers of shares; no
fractional shares of Common Stock will be issued in this offering. The rights will be evidenced by subscription certificates (the
“Subscription Certificates”).
Enclosed are copies of the following documents:
1.

Prospectus, dated

, 2021;

2.

Subscription Certificate; and

3.

A return envelope, addressed to Broadridge Corporate Issuer Solutions, Inc. (the “Subscription Agent”).

Your prompt attention is requested. To exercise Rights, you should complete and sign the Subscription Certificate and forward it, with
payment of the subscription price in full for each share of Common Stock subscribed for pursuant to the Subscription Right to the
Subscription Agent, as indicated on the Subscription Certificate. The Subscription Agent must receive the properly completed and duly
executed Subscription Certificate and full payment at or prior to 5:00 p.m., New York City time, on the Expiration Date.
You will have no right to rescind your subscription after receipt of your payment of the subscription price, except as described in the
Prospectus. Rights not exercised at or prior to 5:00 p.m., New York City time, on the Expiration Date will expire.
ANY QUESTIONS OR REQUESTS FOR ASSISTANCE CONCERNING THE RIGHTS OFFERING SHOULD BE
DIRECTED TO BROADRIDGE CORPORATE ISSUER SOLUTIONS, INC., THE INFORMATION AGENT, TOLLFREE AT THE FOLLOWING TELEPHONE NUMBER: (855) 793-5068.
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CONDOR HOSPITALITY TRUST, INC.
[FORM OF NOTICE TO SHAREHOLDERS WHO ARE ACTING AS NOMINEES]
Up to

Shares of Common Stock Issuable Upon Exercise of Non-Transferable Rights

This letter is being distributed to broker-dealers, trust companies, banks and other nominees in connection with the offering by Condor
Hospitality Trust, Inc. (the “Company”) of non-transferable rights to subscribe for shares of the Company’s common stock, par value
$0.01 per share (“Common Stock”), by stockholders of record (“Record Date Shareholders”) as of 5:00 p.m., New York City time,
on
, 2021 (the “Record Date”).
Pursuant to the offering, the Company is issuing rights (the “Rights”) to subscribe for 4,000,000 shares of its Common Stock, on the
terms and subject to the conditions described in the Company’s prospectus, dated
, 2016 (the “Prospectus”). The
Rights may be exercised by holders thereof (the “Rights Holders”) at any time during the subscription period, which commences on
, 2021 and ends at 5:00 p.m., New York City time, on
, 2021, unless extended by the Company (as it may
be extended, the “Expiration Date”). The Rights are non-transferable and will not be listed for trading on any securities exchange or
automated quotation system.
The Company will distribute to you one non-transferable right for every share of Common Stock that you own on the Record Date. As
described in the Prospectus, Rights Holders will be entitled to purchase 0.31556 shares of Common Stock at the subscription price of
$2.50 per whole share of Common Stock (the “Subscription Right”).
Holders are not required to exercise any or all of their respective subscription rights. Rights may only be exercised for whole numbers of
shares; no fractional shares of Common Stock will be issued in this offering.

The Rights are evidenced by a subscription certificate (a “Subscription Certificate”) registered in your name or the name of your
nominee. Each beneficial owner of shares of the Company’s Common Stock registered in your name or the name of your nominee is
entitled to one Right for every share of Common Stock owned by such beneficial owner as of the Record Date.
We are asking persons who hold shares of the Company’s Common Stock beneficially, and who have received the Rights distributable
with respect to those shares through a broker-dealer, trust company, bank or other nominee, to contact the appropriate institution or
nominee and request it to effect the transactions for them.
Enclosed are copies of the following documents:
1.

Prospectus, dated

, 2021,

2

A form of letter which may be sent to beneficial holders of the Company’s Common Stock; and

3.

A Notice of Guaranteed Delivery.

Rights not exercised at or prior to 5:00 p.m., New York City time, on the Expiration Date will expire.
Additional copies of the enclosed materials may be obtained from the Information Agent, Broadridge Corporate Issuer Solutions, Inc.,
toll-free at the following telephone number: _________________.
NOTHING HEREIN OR IN THE ENCLOSED DOCUMENTS SHALL MAKE YOU OR ANY OTHER PERSON AN
AGENT OF THE COMPANY, THE SUBSCRIPTION AGENT, THE INFORMATION AGENT OR ANY OTHER
PERSON MAKING OR DEEMED TO BE MAKING OFFERS OF THE SECURITIES ISSUABLE UPON VALID
EXERCISE OF THE RIGHTS, OR AUTHORIZE YOU OR ANY OTHER PERSON TO MAKE ANY STATEMENTS
ON BEHALF OF ANY OF THEM WITH RESPECT TO THE OFFERING, EXCEPT FOR STATEMENTS MADE IN
THE PROSPECTUS.
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[FORM OF NOTICE TO BENEFICIAL STOCKHOLDERS OF COMMON STOCK]
CONDOR HOSPITALITY TRUST, INC.
NOTICE TO CLIENTS OF STOCKHOLDERS WHO ARE ACTING AS NOMINEES
Up to 4,000,000 Shares of Common Stock Issuable Upon Exercise of Non-Transferable Rights
Enclosed for your consideration is a prospectus, dated
, 2021 (the “Prospectus”), relating to the offering by Condor
Hospitality Trust, Inc. (the “Company”) of non-transferable rights to subscribe for shares of the Company’s common stock, par value
$0.01 per share (“Common Stock”), by stockholders of record (“Record Date Stockholders”) as of 5:00 p.m., New York City time,
on
, 2021 (the “Record Date”).
Pursuant to the offering, the Company is issuing rights (the “Rights”) to subscribe for up to 4,000,000 shares of its Common Stock, on
the terms and subject to the conditions described in the Prospectus. The Rights may be exercised by the holders thereof (the “Rights
Holders”) at any time during the subscription period, which commences on
, 2021 and ends at 5:00 p.m., New York
City time, on
, 2021, unless extended by the Company (as it may be extended, the “Expiration Date”). The Rights are
non-transferable and will not be listed for trading on the New York Stock Exchange or any other securities exchange or automated
quotation system.
As described in the Prospectus, you will receive one Right for each share of Common Stock carried by us in your account on the
Record Date. The Rights entitle you to purchase 0.31556 shares of Common Stock at the subscription price of $2.50 per whole share

of Common Stock (the “Subscription Right”).
Holders are not required to exercise any or all of their respective subscription rights.
Rights may only be exercised for whole numbers of shares; no fractional shares of Common Stock will be issued in this offering.
The Rights will be evidenced by subscription certificates (the “Subscription Certificates”).
Enclosed are copies of the following documents:
1.

Prospectus, dated

, 2021; and

2.

Beneficial Owner Election Form.

THE MATERIALS ENCLOSED ARE BEING FORWARDED TO YOU AS THE BENEFICIAL OWNER OF
COMMON STOCK CARRIED BY US IN YOUR ACCOUNT BUT NOT REGISTERED IN YOUR NAME.
EXERCISES OF RIGHTS MAY ONLY BE MADE BY US AS THE RECORD OWNER AND PURSUANT TO YOUR
INSTRUCTIONS.
Accordingly, we request instructions as to whether you wish us to elect to subscribe for any shares of Common Stock to which you are
entitled pursuant to the terms and subject to the conditions set forth in the enclosed Prospectus. However, we urge you to read the
Prospectus carefully before instructing us to exercise any Rights.
Your instructions to us should be forwarded as promptly as possible in order to permit us to exercise the Rights on your behalf in
accordance with the provisions of the offering. The offering will expire at 5:00 p.m., New York City time, on the Expiration Date. You
will have no right to rescind your subscription after receipt of your payment of the subscription price or Notice of Guaranteed Delivery,
except as described in the Prospectus. Rights not exercised at or prior to 5:00 p.m., New York City time, on the Expiration Date will
expire.
If you wish to have us, on your behalf, exercise your Rights for any shares of Common Stock to which you are entitled, please so
instruct us by completing, executing and returning to us the Beneficial Owner Election Form included with this letter.
ANY QUESTIONS OR REQUESTS FOR ASSISTANCE CONCERNING THE RIGHTS OFFERING SHOULD BE
DIRECTED TO BROADRIDGE CORPORATE ISSUER SOLUTIONS INC., THE INFORMATION AGENT, TOLLFREE AT THE FOLLOWING TELEPHONE NUMBER: +1 (855) 793-5068.
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[FORM OF NOTICE OF GUARANTEED DELIVERY]
CONDOR HOSPITALITY TRUST, INC.
NOTICE OF GUARANTEED DELIVERY
RELATING TO SHARES SUBSCRIBED FOR PURSUANT
TO THE SUBSCRIPTION RIGHT
As set forth in Condor Hospitality Trust, Inc.’s (the “Company’s”) Prospectus, dated
, 2021, under “The Rights
Offering—Payment for Shares,” this form (or one substantially equivalent hereto) may be used as a means of effecting the subscription
and payment for shares of common stock, par value $0.01 per share, of the Company subscribed for pursuant to the subscription right.
Such form may be delivered or sent by overnight delivery or first class mail to the Subscription Agent and must be received prior to 5:00
p.m., New York City time, on
, 2021, the expiration date, unless extended by the Company (as it may be extended,
the “Expiration Date”).

The Subscription Agent is:
Broadridge Corporate Issuer Solutions, Inc.
Attention: Condor Hospitality Trust, Inc. Rights Offering
By Regular Mail Only
(No Overnight/Express Mail):
Broadridge Corporate Issuer
Solutions, Inc.
Attn: BCIS Re-Organization Dept.
P.O. Box 1317
Brentwood, NY 11717-0693

By Hand or Overnight Delivery:
Broadridge Corporate Issuer
Solutions, Inc.
Attn: BCIS IWS
51 Mercedes Way
Edgewood, NY 11717

DELIVERY OF THIS INSTRUMENT TO AN ADDRESS OTHER THAN AS SET FORTH ABOVE DOES NOT
CONSTITUTE A VALID DELIVERY.
The Eligible Guarantor Institution (as that term is defined in Rule 17Ad-15 of the Securities Exchange Act of 1934, as amended), which
may include (i) a commercial bank or trust company, (ii) a member firm of a domestic stock exchange or (iii) a savings bank or credit
union, that completes this form must communicate the guarantee and the number of shares of common stock subscribed for pursuant to
both the subscription right to the Subscription Agent and the Subscription Agent must receive this Notice of Guaranteed Delivery at or
prior to the Expiration Date, guaranteeing delivery to the Subscription Agent of (a) full payment for all shares of common stock
subscribed for pursuant to the subscription right and (b) a properly completed and duly executed Subscription Certificate. The
Subscription Certificate and full payment must be received by the Subscription Agent at or prior to 5:00 p.m., New York City time, on
, 2021 (or, if the offer is extended, at or prior to 5:00 p.m., New York City time, on the third business day after the
Expiration Date). Failure to timely and properly deliver this Notice of Guaranteed Delivery or to make the delivery guaranteed herein
will result in a forfeiture of the rights.
This Notice of Guaranteed Delivery shall not be used to guarantee signatures. If a signature on the Subscription Certificate is required to
be guaranteed by an Eligible Guarantor Institution (as that term is defined in Rule 17Ad-15 of the Securities Exchange Act of 1934, as
amended) under the instructions to the Subscription Certificate, the signature guarantee must appear in the applicable space provided in
the signature box on the Subscription Certificate.

GUARANTEE
The undersigned, an Eligible Guarantor Institution (as that term is defined in Rule 17Ad-15 of the Securities Exchange Act of 1934, as
amended) guarantees delivery to the Subscription Agent at or prior to 5:00 p.m., New York City time, on
, 2021 (or, if
the offer is extended, by the close of business on the third business day after the Expiration Date) of (i) a properly completed and duly
executed Subscription Certificate and (ii) full payment of the estimated subscription price for each share of common stock subscribed
for pursuant to the subscription right, as subscription for such shares is indicated herein and on the Subscription Certificate.
Broker Assigned Control #
CONDOR HOSPITALITY TRUST, INC.
1. Subscription Right Number of rights exercised:

rights

Number of shares subscribed for pursuant to the subscription right for which you are guaranteeing
delivery of the Subscription Certificate and full payment:
Payment to be made in connection with subscription right:

shares
$
(Shares × $
,
the subscription price)

2.

Total payment to be made:

3. Method of Delivery
(Check one):
¨ Through the Depository Trust Company (“DTC”)
¨ Direct to Broadridge Corporate Issuer Solutions, Inc., as the Subscription Agent.

$

Please assign above a unique control number for each guarantee submitted. This number needs to be referenced on any direct delivery
or any delivery through DTC.
Name of Firm

Authorized Signature

Name (Please print or type)

Title:

DTC Participant Number

Contact Name

Address

City

State

Zip Code

Phone Number

Date
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[FORM OF BENEFICIAL OWNER ELECTION FORM]
The undersigned acknowledge(s) receipt of your letter and the enclosed materials relating to the grant of non-transferable rights (the
“Rights”) to purchase shares of common stock, par value $0.01 per share (the “Common Stock”), of Condor Hospitality Trust, Inc.
(the “Company”).
With respect to any instructions to exercise (or not to exercise) Rights, the undersigned acknowledges that this form must
be completed and returned such that it will actually be received by you by 5:00 p.m., New York City time, on
, 2020, the last business day prior to the scheduled expiration date of the rights offering of
, 2020 (which
may be extended by the Company).
This will instruct you whether to exercise Rights to purchase shares of Common Stock distributed with respect to the shares of Common
Stock held through you as broker, dealer, custodian bank or other nominee for the account of the undersigned, pursuant to the terms
and subject to the conditions set forth in the prospectus dated
, 2020 (the “Prospectus”).
I (we) hereby instruct you as follows:
(CHECK THE APPLICABLE BOXES AND PROVIDE ALL REQUIRED INFORMATION)
Box 1. ☐¨ Please DO NOT EXERCISE RIGHTS for shares of Common Stock.

Box 2. ☐¨ Please EXERCISE RIGHTS for shares of Common Stock as set forth below:
Number of Shares of
Common Stock
Subscribed For
Subscription Privilege

Subscription
Price
x$

Box 3. ☐¨ Payment in the following amount is enclosed: $
Box 4. ☐¨ Please deduct payment of $

from the following account:

(The total of Box 3 and Box 4 must equal the Total Payment Required specified above under Box 2.)
Type of Account:

Account No.:
[Signature page follows]

Payment
=$

I (we) on my (our) own behalf, or on behalf of any person(s) on whose behalf, or under whose directions, I am (we are) signing this
form:
•

irrevocably elect to purchase the number of shares of Common Stock indicated above upon the terms and conditions specified in the Prospectus;
and

•

agree that if I (we) fail to pay for the shares of Common Stock I (we) have elected to purchase, you may exercise any remedies available to you under
law.

Name of beneficial owner(s):
Signature of beneficial owner(s):

If you are signing in your capacity as a trustee, executor, administrator, guardian, attorney-in-fact, agent, officer of a corporation or
other entity acting in a fiduciary or representative capacity, please provide the following information:
Name:
Capacity:
Address (including Zip
Code):
Telephone
Number:
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[FORM OF NOMINEE HOLDER ELECTION FORM]
The undersigned, a bank, broker, trustee, depositary or other nominee of non-transferable subscription rights (the “Rights”) to purchase
shares of common stock, par value $0.01 per share (the “Common Stock”), of Condor Hospitality Trust, Inc. (the “Company”),
pursuant to the rights offering (the “Rights Offering”) described and provided for in the Company’s prospectus dated
,
2021 (the “Prospectus”), hereby certifies to the Company and to Broadridge Corporate Issuer Solutions, Inc., as subscription agent for
the Rights Offering (the “Subscription Agent”), that the undersigned has exercised, on behalf of the beneficial owners thereof (which may
include the undersigned), on the terms and subject to the conditions set forth in the Prospectus, the number of Rights specified below to
purchase the number of shares of Common Stock specified below pursuant to the subscription right (as defined in the Prospectus).
1.
2.
3.
4.
5.
6.
7.
8.
9.

10.

[Certification continues on the following page]

Provide the following information, if applicable:

Name of Nominee Holder

DTC Participant Number

By:
DTC Subscription Confirmation Numbers
Name:
Title:
Phone
Number:
Fax
Number:
Dated
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McGrath North Mullin & Kratz, PC LLO
1601 Dodge Street, Suite 3700
Omaha, Nebraska 68102
December 7, 2020
Condor Hospitality Trust, Inc.
1800 W. Pasewalk Avenue, Suite 120
Norfolk, NE 68701
Re:

Registration Statement on Form S-11 Filed by Condor Hospitality Trust, Inc.

Ladies and Gentlemen:
We have acted as counsel for Condor Hospitality Trust, Inc., a Maryland corporation (the “Company”), in connection with the
issuance and sale by the Company of up to 4,000,000 shares of common stock, par value $0.01 per share, of the Company (the
“Common Stock”) as contemplated by the Company’s Registration Statement on Form S-11 to which this opinion is filed as an exhibit
(as the same may be amended from time to time, the “Registration Statement”).
In connection with the opinions expressed herein, we have examined such documents, records and matters of law as we have
deemed relevant or necessary for purposes of this opinion. Based on the foregoing and subject to the further assumptions, qualifications
and limitations set forth herein, we are of the opinion that the shares of Common Stock, upon receipt by the Company of such lawful
consideration therefor as the Company’s Board of Directors determined, will be validly issued, fully paid and nonassessable.
In rendering the foregoing opinion, we have assumed that: (i) the Registration Statement, and any amendments thereto, will have
become effective (and will remain effective at the time of issuance of any Common Stock thereunder); (ii) the Company will issue and
deliver the Common Stock in the manner contemplated by the Registration Statement; (iii) the resolutions authorizing the Company to
issue, offer and sell the Common Stock adopted by the Company’s Board of Directors (or an authorized committee thereof) will be in
full force and effect at all times at which the Common Stock are offered or sold by the Company; and (iv) the Common Stock will be
issued in compliance with applicable federal and state securities laws.
The opinions expressed herein are limited by bankruptcy, insolvency, reorganization, fraudulent transfer and fraudulent
conveyance, voidable preference, moratorium or other similar laws and related regulations and judicial doctrines from time to time in

effect relating to or affecting creditors’ rights generally, and by general equitable principles and public policy considerations, whether
such principles and considerations are considered in a proceeding at law or at equity.
As to facts material to the opinions and assumptions expressed herein, we have relied upon oral or written statements and
representations of officers and other representatives of the Company and others. The opinions expressed herein are limited to the
General Corporation Law of the State of Maryland as currently in effect, and we express no opinion as to the effect of the laws of any
other jurisdiction.
We hereby consent to the filing of this opinion as Exhibit 5.1 to the Registration Statement and to the reference to McGrath
North Mullin & Kratz, PC LLO under the caption “Legal Matters” in the prospectus constituting a part of the Registration Statement. In
giving such consent, we do not thereby admit that we are included in the category of persons whose consent is required under Section 7
of the Securities Act or the rules and regulations of the Commission promulgated thereunder.
Very truly yours,
/s/ McGrath North Mullin & Kratz, PC LLO
McGrath North Mullin & Kratz, PC LLO
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December 7, 2020

Condor Hospitality Trust, Inc.
1800 W. Pasewalk Avenue, Suite 120
Norfolk, NE 68701
Ladies and Gentlemen:
We have acted as counsel for Condor Hospitality Trust, Inc. (the “Company”) in connection with the Company’s preparation
and filing of Form S-11, Registration Statement under the Securities Act of 1933, to which this opinion is filed an exhibit (as the same
may be amended from time to time, the “Registration Statement”), with the Securities and Exchange Commission (“Commission”), in
which the Company is issuing subscription rights to purchase shares of certain common stock of the Company (the “Stock”).
In connection with our opinion, we have examined and relied upon the following:
1.

the Company’s Amended and Restated Articles of Incorporation, together with the Company’s By-laws, and any amendments or
restatements thereto;

2.

the Declaration of Trust, together with the Articles of Amendment to the Declaration of Trust, of Condor Hospitality REIT Trust
(“CHRT”), together with CHRT’s By-laws, and any amendments or restatements thereto;

3.

the Articles of Incorporation of Supertel Hospitality Management, Inc. (“SHM”), together with SHM’s By-laws, and any amendments
or restatements thereto;

4.

the Certificate of Incorporation of SPPR Holdings, Inc. (“SPPR Holdings”), together with SPPR Holdings’ By-laws, and any
amendments or restatements thereto;

5.

the Certificate of Incorporation of SPPR-Dowell Holdings, Inc. (“SPPR Dowell”), together with SPPR Dowell’s By-laws, and any
amendments or restatements thereto;

6.

the Certificate of Limited Partnership, together with the Certificate of Amendment to the Certificate of Limited Partnership, of CHLP, and
together with CHLP’s Third Amended and Restated Agreement of Limited Partnership, and any amendments or restatements thereto;

7.

the Certificate of Limited Partnership of Solomons Beacon Inn Limited Partnership (“SBILP”), together with SBILP’s Partnership
Agreement, and any amendments or restatements thereto;
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8.

the Articles of Organization of Solomons GP, LLC (“Solomons GP”), together with the Solomons GP’s Operating Agreement, and any
amendments or restatements thereto;

9.

the Articles of Organization of SPPR South Bend, LLC (“SPPR South Bend”), together with the SPPR South Bend’s Operating
Agreement, and any amendments or restatements thereto;

10.

the Articles of Organization of SPPR Hotels, LLC (“SPPR Hotels”), together with SPPR Hotels’ Operating Agreement, and any
amendments or restatements thereto;

11.

the Certificate of Formation of SPPR-Dowell, LLC (“SPPR Dowell LLC”), together with SPPR Dowell LLC’s Operating Agreement, and
any amendments or restatements thereto;

12.

the Certificate of Formation of CDOR San Spring, LLC (“CDOR San Spring”), together with CDOR San Spring’s Operating Agreement,
and any amendments or restatements thereto;

13.

the Certificate of Formation of CDOR Jax Court, LLC (“CDOR Jax Court”), together with CDOR Jax Court’s Operating Agreement, and
any amendments or restatements thereto;

14.

the Certificate of Formation of CDOR Atl Indy, LLC (“CDOR Atl Indy”), together with CDOR Atl Indy’s Operating Agreement, and any
amendments or restatements thereto;

15.

the Certificate of Formation of Spring Street Hotel Property II, LLC and Spring Street Hotel Property, LLC (collectively, “SSHP”),
together with their Operating Agreements, and any amendments or restatements thereto;

16.

the Certificate of Formation of CDOR KCI Loft, LLC (“KCI Loft”), together with its Operating Agreement and any amendments or
restatements thereto;

17.

the Certificate of Formation of CDOR Aus Louis, LLC (“CDOR Aus”), together with its Operating Agreement and any amendments or
restatements thereto;

18.

the Certificate of Formation of CDOR Mem Southcrest, LLC (“CDOR Mem”), together with its Operating Agreement and any
amendments or restatements thereto;

19.

the Certificate of Formation of CDOR Lex Lowry, LLC (“CDOR Lex”), together with its Operating Agreement and any amendments or
restatements thereto;

20.

the Certificate of Formation of CDOR TLH Magnolia, LLC (“CDOR TLH”), together with its Operating Agreement and any amendments
or restatements thereto;

21.

the Certificate of Formation of CDOR MCO Village, LLC (“CDOR MCO”), together with its Operating Agreement and any amendments
or restatements thereto;

22.

the Certificate of Formation of CDOR ELP Edge, LLC (“CDOR ELP”), together with its Operating Agreement and any amendments or
restatements thereto;

23.

the Certificate of Formation of CDOR AUS Casey, LLC (“CDOR AUS 2”), together with its Operating Agreement and any amendments
or restatements thereto;
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24.

the Certificate of Formation of CDOR AUS Tech, LLC (“CDOR Tech”), together with its Operating Agreement and any amendments or
restatements thereto,

25.

the Certificate of Formation of CDOR CHS Holiday, LLC (“CDOR Holiday”), together with its Operating Agreement and any
amendments or restatements thereto, herein collectively, CHLP, SBILP, SPPR Hotels, Solomons GP, SPPR South Bend, SPPR Dowell
LLC, CDOR San Spring, CDOR Jax Court, CDOR Atl Indy, SSHP, KCI Loft, CDOR Aus, CDOR Mem, CDOR Lex, CDOR TLH, CDOR
MCO, CDOR ELP, CDOR AUS 2, CDOR Tech, and CDOR Holiday will be referred to as the “Operating Partnerships”;

26.

the Articles of Incorporation of TRS Leasing, Inc. (“TRS”), together with TRS’ By-laws, and any amendments or restatements thereto,
and the taxable REIT subsidiary election for TRS;

27.

the Articles of Organization or Certificates of Formation, as applicable, of TRS Subsidiary, LLC, SPPR TRS Subsidiary, LLC, SPPRDowell TRS Subsidiary, LLC, TRS San Spring, LLC, TRS Jax Court, LLC, TRS Atl Indy, LLC, Spring Street Hotel OpCo II, LLC, Spring
Street Hotel OpCo, LLC, TRS KCI Loft, LLC, TRS Aus Louis, LLC, TRS Mem Southcrest, LLC, TRS Lex Lowry, LLC, TRS TLH
Magnolia, LLC, TRS Springing Member, LLC, TRS MCO Village, LLC, TRS ELP Edge, LLC, TRS AUS Casey, LLC, TRS AUS Tech, LLC,
and TRS CHS Holiday, LLC (the “TRS Subsidiaries”), together with their Operating Agreements, and any amendments or restatements
thereto;

28.

the Certificate of Formation or Articles of Organization, as applicable, and the Partnership Agreement or Limited Liability Company
Operating Agreement, as applicable, of each other partnership or limited liability company in which the Company directly or indirectly
owns an interest, as set forth in the Officer’s Certificate (the “Partnership/Limited Liability Company Subsidiaries”);

29.

the Master Leases entered into between TRS or the TRS Subsidiaries and the Operating Partnerships;

30.

the Registration Statement and the prospectus, including the documents incorporated, or deemed to be incorporated, by reference
therein, including any documents filed as exhibits;

31.

the Officer’s Certificate dated November 7, 2020, and executed by a duly appointed officer of the Company (the “Officer’s Certificate”);

32.

that certain Waiver dated March 16, 2016, and that certain Waiver dated February 28, 2017, each of which were granted to SREP III
Flight - Investco, L.P. (“StepStone”) by the Board of Directors of the Company, and accompanying representations by StepStone, and
that certain Waiver dated March 16, 2016, and that certain Waiver dated February 28, 2017, each of which were granted to IRSA
Inversiones y Representaciones Sociedad Anónima, an Argentine sociedad anónima (“IRSA”) by the Board of Directors of the
Company and accompanying representations by IRSA (collectively the “Waivers”); and

33.

such other due diligence items, calculations, documents, records and matters of law as we have deemed necessary or appropriate for
rendering the opinion contained herein.
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In our examination, we have assumed (i) the authenticity and completeness of all original documents reviewed by us in original or
copy form, (ii) the conformity to the original documents of all documents reviewed by us as copies, including electronic copies, (iii) the
authority and capacity of the individual or individuals who executed any document on behalf of any person or entity to so execute such
document, (iv) the genuineness of all signatures on documents examined by us, and (v) the accuracy and completeness of all records
made available to us. In connection with the opinion rendered below, we also have relied upon the correctness of the factual
representations contained in the Officer’s Certificate, and have assumed that all representations made in the Officer’s Certificate “to the
best knowledge” of any person will be true, correct and complete as if made without that qualification. After reasonable inquiry, we are
not aware of any facts inconsistent with the representations set forth in the Officer’s Certificate. Furthermore, where such factual
representations involve terms defined in the Internal Revenue Code of 1986, as amended (the “Code”), the Treasury regulations
thereunder (the “Regulations”), published rulings of the Internal Revenue Service (the “IRS”) or other relevant authorities, we have
reviewed the relevant Code provisions, the relevant Regulations and other applicable authorities with the individual making such
representations. We have also assumed, with the Company’s consent, that:
1.

for the taxable years commencing with the formation of the Company in 1994 through December 31, 2019, and in future taxable years,
the Company did and will operate in a manner that will make the representations contained in the Officer’s Certificate true for such
years;

2.

the Company has not made and will not make any amendments to its organizational documents or allow amendments to the
organizational documents of CHRT, SHM, SPPR Holdings, SPPR Dowell, CDOR San Spring, CDOR Jax Court, and CDOR Atl Indy, the
TRS, the Operating Partnerships, the TRS Subsidiaries or the Partnership/Limited Liability Company Subsidiaries after the date of this
opinion that would affect its qualification as a real estate investment trust (a “REIT”) under the Code for any taxable year; and

3.

no action has been or will be taken by the Company, CHRT, SHM, SPPR Holdings, SPPR Dowell, CDOR San Spring, CDOR Jax Court,
and CDOR Atl Indy, the TRS, the Operating Partnerships, the TRS Subsidiaries or the Partnership/Limited Liability Company
Subsidiaries after the date of this opinion that would have the effect of altering the facts upon which the opinion set forth below is
based.

Based on the documents and assumptions set forth above, the representations set forth in the Officer’s Certificate, and the
discussion in the Registration Statement under the caption “Material Federal Income Tax Considerations” (which is incorporated herein
by reference), we are of the opinion that
1.

the Company qualified to be taxed as a REIT pursuant to Sections 856 through 860 of the Code for the period beginning on January 1,
2016 through December 31, 2019, and the Company’s organization and present and proposed method of operation (as represented in
the Officer’s Certificate) will enable it to continue to qualify as a REIT under the Code for its taxable year ending December 31, 2020 and
thereafter; and

2.

the descriptions of the law and the legal conclusions contained in the Registration Statement under the caption “Material Federal
Income Tax Considerations” are correct in all material respects, and the discussions thereunder fairly summarize the United States
federal income tax considerations that are likely to be material to a holder of shares of the Stock.
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We will not review on a continuing basis the Company’s compliance with the documents or assumptions set forth above, or the
representations set forth in the Officer’s Certificate. Accordingly, no assurance can be given that the actual results of the Company’s
operations for 2020 and subsequent taxable years will satisfy the requirements for qualification and taxation as a REIT.
The foregoing opinion is limited to the United States federal income tax matters addressed herein, and no other opinions are
rendered with respect to any other United States federal tax matters or any issues arising under the tax laws of any other country, state
or locality. The foregoing opinion is based on current provisions of the Code, the Regulations, published rulings of the IRS and other
relevant authorities, all of which are subject to change and new interpretation, both prospectively and retroactively. No assurance can
be given that the law will not change in a way that will prevent the Company from qualifying as a REIT. Although the conclusions set
forth herein represent our best judgment as to the probable outcome on the merits of such matters, the IRS and the courts are not bound
by, and may disagree with, the conclusions set forth herein. This opinion is rendered only as of the date hereof, and we assume no
obligation to update our opinion to address other facts or any changes in law or interpretation thereof that may hereafter occur or
hereafter come to our attention. If any one of the statements, representations, warranties or assumptions that we have relied upon to
issue this opinion is incorrect in a material respect, our opinion might be adversely affected and may not be relied upon. We also consent
to the references to McGrath North Mullin & Kratz, PC LLO under the captions “Material Federal Income Tax Considerations” and
“Legal Matters” in the Registration Statement. In giving this consent, we do not admit that we are in the category of persons whose
consent is required by Section 7 of the Securities Act of 1933, as amended, or the rules and regulations promulgated thereunder by the
SEC.
Yours very truly,
/s/ McGrath North Mullin & Kratz, PC LLO
McGrath North Mullin & Kratz, PC LLO

(Back To Top)

Section 11: EX-10.16 (EXHIBIT 10.16)
Exhibit 10.16
BACKSTOP COMMITMENT AGREEMENT
THIS BACKSTOP COMMITMENT AGREEMENT (this “Agreement”), dated as of December 7, 2020, is by and
between Condor Hospitality Trust, Inc., a Maryland corporation (the “Company”), and SREP III Flight-Investco 2, L.P., a Delaware
limited partnership (the “Backstop Investor”).
RECITALS
WHEREAS, the Company contemplates a Rights Offering of $10 million to its shareholders of record as of a record date to be
set for the Rights Offering;
WHEREAS, the Backstop Investor desires to backstop the Rights Offering on a standby basis to facilitate the transaction;
WHEREAS, the Company plans to obtain shareholder approval for the private offering to the Backstop Investor contemplated
herein at a special meeting of the Company’s shareholders to be held on or prior to January 31, 2021 in accordance with NYSE
American Company Guide Section 713 (“Shareholder Approval”); and
WHEREAS, subject to the terms and conditions set forth in this Agreement and pursuant to an exemption from the registration
requirements of Section 5 of the Securities Act provided under Section 4(a)(2) thereof and/or Regulation D thereunder, the Company
desires to sell, and the Backstop Investor desires to purchase, securities of the Company as more fully described in this Agreement.
NOW, THEREFORE, IN CONSIDERATION of the mutual covenants contained in this Agreement, and for good and

valuable consideration the receipt and adequacy of which are hereby acknowledged, the Backstop Investor and the Company agree as
follows:
ARTICLE I
DEFINITIONS
Section 1.1 Definitions. The following terms shall be defined as set forth herein:
“Backstop Commitment” means Backstop Investor’s agreement to purchase, at a price per share equal to the Backstop
Purchase Price, an aggregate number of shares of Common Stock equal to (x) $10.0 million minus (y) the aggregate proceeds of the
Rights Offering, divided by the Subscription Price.
“Backstop Purchase Price” means $2.50 per share of Common Stock.
“Backstop Shares” means shares of Common Stock purchased pursuant to the Backstop Commitment.
“Closing” means the issue and sale of the Rights Shares to Rights Holders and the Backstop Shares to the Backstop Investor.
“Closing Date” means the proposed date of the Closing.
“Common Stock” means common stock of the Company, $0.01 per share.
“Note” means that certain Convertible Promissory Note and Loan Agreement dated November 18, 2020 executed by the
Company in favor of Backstop Investor.
“Prospectus” means the prospectus to be included in Registration Statement.
“Registration Statement” means the registration statement on Form S-11 with respect to the Rights Offering to be filed with the
Securities and Exchange Commission on or promptly after the date of this Agreement and as may be amended from time to time.

“Rights Holder” means shareholder of record of the Company on the record date for the Rights Offering that has been granted
subscription rights to purchase shares of Common Stock in the Rights Offering.
“Rights Offering” means the Company’s public offering of subscription rights to its Rights Holders to purchase their pro rate
share of 4,000,000 shares of Common Stock at the Subscription Price, without oversubscription rights.
“Rights Shares” means shares of Common Stock issued and sold in the Rights Offering.
“Securities Act” means the Securities Act of 1933, as amended.
“Shareholder Approval” means approval by the shareholders of the Company for the sale and issuance of shares to the
Backstop Investor in accordance with NYSE American Company Guide Section 713.
“Subscription Price” means $2.50 price per share of Common Stock in the Rights Offering.
ARTICLE II
RIGHTS OFFERING; BACKSTOP COMMITMENT
Section 2.1 Rights Offering.
The Company shall commence the Rights Offering promptly after receiving the Shareholder Approval and shall keep the Rights
Offering open for 16 calendar days (as such date may be extended by the Company upon the written approval of the Backstop
Investor). The Rights Offering shall be conducted and consummated on the terms, subject to the conditions and in accordance with the
Prospectus.
Section 2.2. Backstop Commitment.
(a) On the terms and subject to the conditions contained herein, and in reliance on the representations and warranties set forth in
this Agreement, the Backstop Investor hereby agrees to purchase, and the Company hereby agrees to sell and issue to the Backstop
Investor, at the Backstop Purchase Price therefor, the Backstop Shares.
(b) No later than one business day following the expiration date of the Rights Offering, the Company shall give, or cause to be
given, to the Backstop Investor, by e-mail or by electronic facsimile transmission, a written notification (the “Backstop Notice”) setting
forth the total number of shares of Common Stock subscribed for in the Rights Offering by Rights Holders, the number of then
unsubscribed shares of Common Stock, the aggregate purchase price to be paid by the Backstop Investor for all Backstop Shares
pursuant to the terms of this Agreement (“Backstop Purchase Price”) and the proposed date of the Closing (the “Closing Date”).
(c) If the Backstop Investor (i) elects a Rights Offering Conversion (as defined in the Note) pursuant to Section 3.1 of the Note,
the Backstop Purchase Price shall deemed to be paid by the Backstop Investor through the automatic conversion of outstanding
principal under the Note on the Closing Date in an amount equal to the Backstop Purchase Price pursuant to such Rights Offering and
(ii) does not elect a Rights Offering Conversion pursuant to Section 3.1 of the Note, the Backstop Investor shall remit, via wire transfer
of immediately available funds, the Backstop Purchase Price as per the wire instructions set forth in the Backstop Notice on the Closing
Date.
(d) At the Closing, the Company shall cause its transfer agent to credit the number of Backstop Shares to which the Backstop
Investor is entitled to the Backstop Investor’s or its designee’s account in book entry form and deliver to the Backstop Investor such
certificates, documents or instruments required to be delivered by it to the Backstop Investor pursuant to this Agreement.
(e) The Company and Backstop Investor acknowledge that an exemption from the ownership limitation (“Ownership Limit
Exemption”) set forth in the Company’s Articles of Incorporation similar to that previously provided to permit the issuance of securities
of the Company to affiliates of the Backstop Investor will similarly be required for the issuance of the Backstop Shares to the Backstop
Investor and the Backstop Investor is prepared to make, and will make, the required representations, and execute documents with the
same substance and content as the representations and documents previously made and executed in connection with the issuance of
securities of the Company to affiliates of the Backstop Investor. The Company shall grant the Ownership Limit Exemption upon receipt
of the representations, documents as reasonably requested by the Company from the Backstop Investor and/or its affiliates.

Section 2.3 Conditions to Backstop Investor’s Obligations. The obligations of the Backstop Investor hereunder are subject to the
following conditions being met:
(a) the Rights Offering shall have been made in accordance with this Agreement and on terms substantially as stated in the
Prospectus;
(b) the expiration date of the Rights Offering shall have occurred on or prior to May 31, 2021;
(c) the representations and warranties of the Company set forth in Article III of this Agreement shall have been true and correct
when made, shall remain true and correct as of the Closing Date except to the extent made as of a specific date and the Company shall
deliver a certificate of an officer of the Company certifying as to the foregoing;
(d) all obligations, covenants and agreements of the Company required to be performed at or prior to the expiration date of the
Rights Offering shall have been performed, and the Company shall deliver a certificate of an officer of the Company certifying as to the
foregoing;
(e) the Company shall have granted the Ownership Limit Exemption by the Company to the Backstop Investor; and
(f) the delivery of a Secretary’s Certificate certifying as to the Board of Directors resolutions approving the transactions
contemplated hereby.
ARTICLE III
REPRESENTATIONS AND WARRANTIES
Section 3.1 Representations and Warranties of the Company. The Company hereby makes the representations and warranties set forth
below to the Backstop Investor that:
(a)
Due Incorporation, Qualification, etc. The Company (i) is a corporation duly organized, validly existing and in good
standing under the laws of the State of Maryland; (ii) has the power and authority to own, lease and operate its properties and carry on
its business as now conducted; and (iii) is duly qualified, licensed to do business and in good standing as a foreign corporation in each
jurisdiction where the failure to be so qualified or licensed could reasonably be expected to have a material adverse effect on the
Company.
(b)
Authority. The execution, delivery and performance by the Company of this Agreement and the consummation of the
transactions contemplated hereby (i) are within the power of the Company and (ii) subject to receipt of the Shareholder Approval in
respect of the issuance of the Rights Shares and the Backstop Shares have been duly authorized by all necessary actions on the part of
the Company.
(c)
Enforceability. This Agreement has been duly executed and delivered by the Company and constitutes a legal, valid
and binding obligation of the Company, enforceable against the Company in accordance with its terms, except as limited by bankruptcy,
insolvency or other laws of general application relating to or affecting the enforcement of creditors’ rights generally and general principles
of equity.
(d)
Fully Paid. All shares of Common Stock that are issuable as contemplated herein shall, upon issue, be duly
authorized, validly issued, fully paid and nonassessable.

(e)
Non-Contravention. The execution and delivery by the Company of this Agreement and the performance and
consummation of the transactions contemplated hereby do not and will not (i) violate the Articles of Incorporation or Bylaws of the
Company, or any material judgment, order, writ, decree, statute, rule or regulation applicable to the Company or (ii) result in the
creation or imposition of any lien upon any property, asset or revenue of the Company or the suspension, revocation, impairment,
forfeiture, or nonrenewal of any material permit, license, authorization or approval applicable to the Company, its business or
operations, or any of its assets or properties.
(f)
Approvals. No consent, approval, order or authorization of, or registration, declaration or filing with, any governmental
authority or other person or entity (including, without limitation, the shareholders of any person or entity) is required in connection with
the execution and delivery of this Agreement by the Company and, except for Shareholder Approval and the Ownership Limit
Exemption, the performance and consummation of the transactions contemplated hereby, other than such as have been obtained and
remain in full force and effect and other than such qualifications or filings under applicable securities laws as may be required in
connection with the transactions contemplated by this Agreement.
(g)
Private Placement. Assuming the accuracy of the Backstop Investor’s representations and warranties set forth in
Section 3.2, no registration under the Securities Act is required for the offer and sale of the Backstop Shares by the Company to the
Backstop Investor as contemplated hereby.
Section 3.2 Representations and Warranties of the Backstop Investor. The Backstop Investor hereby makes the representations and
warranties set forth below to the Company:
(a) Binding Obligation. The Backstop Investor has full legal capacity, power and authority to execute and deliver this Agreement
and to perform its obligations hereunder. This Agreement constitutes a legal, valid and binding obligation of the Backstop Investor,
enforceable against the Backstop Investor in accordance with its terms, except as limited by bankruptcy, insolvency or other laws of
general application relating to or affecting the enforcement of creditors’ rights generally and general principles of equity.
(b) Securities Law Compliance. The Backstop Investor has been advised that this Agreement and the Backstop Shares have
not been registered under the Securities Act and any applicable state securities laws and, therefore, cannot be resold unless it or they
are registered under the Securities Act and applicable state securities laws or unless an exemption from such registration requirements is
available. The Backstop Investor is purchasing the Backstop Shares for its own account for investment, not as a nominee or agent, and
not with a view to, or for resale in connection with, the distribution thereof, and the Backstop Investor has no present intention of selling,
granting any participation in, or otherwise distributing the same. The Backstop Investor has such knowledge and experience in financial
and business matters that the Backstop Investor is capable of evaluating the merits and risks of such investment, is able to incur a
complete loss of such investment without impairing the Backstop Investor’s financial condition and is able to bear the economic risk of
such investment for an indefinite period of time. The Backstop Investor is an “accredited investor” as such term is defined in Rule 501 of
Regulation D under the Securities Act and shall submit to the Company such further assurances of such status as may be reasonably
requested by the Company.
(c) Access to Information. The Backstop Investor acknowledges that the Company has furnished the Backstop Investor with all
documents and other information required for the Backstop Investor to make an informed decision with respect to the purchase of this
Agreement.
(d) Tax Advisors. the Backstop Investor has reviewed with its own tax advisors the U.S. federal, state and local and non-U.S.
tax consequences of this investment and the transactions contemplated by this Agreement. With respect to such matters, the Backstop
Investor relies solely on any such advisors and not on any statements or representations of the Company or any of its agents, written or
oral. the Backstop Investor understands that it (and not the Company) shall be responsible for its own tax liability that may arise as a
result of this investment and the transactions contemplated by this Agreement.
(e) No “Bad Actor” Disqualification Events. Neither (i) the Backstop Investor, (ii) any of its directors, executive officers,
general partners or managing members, nor (iii) any beneficial owner of any of the Company’s voting equity securities (in accordance
with Rule 506(d) of the Act) held by the Backstop Investor if such beneficial owner is deemed to own 20% or more of the Company’s
outstanding voting securities (calculated on the basis of voting power) is subject to any disqualifications described in Rule 506(d)(1)(i)
through (viii) of the Act (“Disqualification Events”), except for Disqualification Events covered by Rule 506(d)(2)(ii) or (iii) or (d)(3)
under the Act and disclosed reasonably in advance of the date hereof in writing in reasonable detail to the Company.

(f) 9.9% Ownership Limitation. The Backstop Party can make now and during the term of the Backstop Agreement, and can
and will make in connection with the closing of the Backstop Commitment, the customary representations, including “look through”
representations, to the Company as necessary for the board of directors of the Company to waive the application of the 9.9%
ownership limitation provisions set forth in the charter of the Company with respect to securities beneficially owned, or to be acquired
by, the Backstop Party and its affiliates
ARTICLE IV
TERMINATION
Section 4.1 Termination.
(a) Termination by the Backstop Investor. The Agreement may be terminated at any time by the Backstop Investor upon the
failure of any of the conditions set forth in Section 2.3.
(b) Termination by the Company. The Agreement may be terminated at any time by the Company if the Backstop Investor
takes any action that would be a breach of this Agreement, and if such breach is not cured within five (5) business days after receipt of
written notice from the Company to Backstop Investor.
(c) Mutual Termination. This Agreement may be terminated by the mutual written consent of the Company and the Backstop
Investor.
(d) Automatic Termination. This Agreement will automatically terminate upon the date on which the Rights Offering is withdrawn
or terminated.
ARTICLE V
MISCELLANEOUS
Section 5.1 Integration. The Company shall not sell, offer for sale or solicit offers to buy or otherwise negotiate in respect of any security
(as defined in Section 2 of the Securities Act) that would be integrated with the sale of the Backstop Shares in a manner that would
require the registration under the Securities Act of the sale of the Backstop Shares or that would be integrated with the offer or sale of
the Backstop Shares for purposes of the rules and regulations of any Trading Market such that it would require shareholder approval
prior to the closing of such other transaction unless shareholder approval is obtained before the closing of such subsequent transaction.
Section 5.2 Indemnification of Backstop Investor. Subject to the provisions of this Section 5.3, the Company will indemnify and hold
Backstop Investor and its directors, officers, shareholders, members, partners, employees and agents (and any other Persons with a
functionally equivalent role of a Person holding such titles notwithstanding a lack of such title or any other title), each Person who
controls the Backstop Investor (within the meaning of Section 15 of the Securities Act and Section 20 of the Exchange Act), and the
directors, officers, shareholders, agents, members, partners or employees (and any other Persons with a functionally equivalent role of a
Person holding such titles notwithstanding a lack of such title or any other title) of such controlling persons (each, a “Backstop Investor
Party”) harmless from any and all losses, liabilities, obligations, claims, contingencies, damages, costs and expenses, including all
judgments, amounts paid in settlements, court costs and reasonable attorneys’ fees and costs of investigation that any such Backstop
Investor Party may suffer or incur as a result of or relating to (a) any breach of any of the representations, warranties, covenants or
agreements made by the Company in this Agreement or (b) any action instituted against the Backstop Investor Parties in any capacity,
or any of them or their respective affiliates, by any shareholder of the Company who is not an affiliate of such Backstop Investor Party,
with respect to any of the transactions contemplated hereunder (unless such action is based upon a breach of such Backstop Investor
Party’s representations, warranties or covenants hereunder or any agreements or understandings such Backstop Investor Party may
have with any such shareholder or any violations by such Backstop Investor Party of state or federal securities laws or any other
conduct by such Backstop Investor Party which constitutes fraud or gross negligence). If any action shall be brought against any
Backstop Investor Party in respect of which indemnity may be sought pursuant to this Agreement, such Backstop Investor Party shall
promptly notify the Company in writing, and the Company shall have the right to assume the defense thereof with counsel of its own
choosing reasonably acceptable to the Backstop Investor Party. Any Backstop Investor Party shall have the right to employ separate
counsel in any such action and participate in the defense thereof, but the fees and expenses of such counsel shall be at the expense of
such Backstop Investor Party except to the extent that (i) the employment thereof has been specifically authorized by the Company in
writing, (ii) the Company has failed after a reasonable period of time to assume such defense and to employ counsel or (iii) in such
action there is, in the reasonable opinion of such separate counsel, a material conflict on any material issue between the position of the
Company and the position of such Backstop Investor Party, in which case the Company shall be responsible for the reasonable fees and
expenses of no more than one such separate counsel. The Company will not be liable to any Backstop Investor Party under this

Agreement (y) for any settlement by a Backstop Investor Party effected without the Company’s prior written consent, which shall not
be unreasonably withheld or delayed; or (z) to the extent, but only to the extent that a loss, claim, damage or liability is attributable to
any Backstop Investor Party’s breach of any of the representations, warranties, covenants or agreements made by such Backstop
Investor Party in this Agreement. The indemnification required by this Section 5.3 shall be made by periodic payments of the amount
thereof during the course of the investigation or defense, as and when bills are received or are incurred. The indemnity agreements
contained herein shall be in addition to any cause of action or similar right of any Backstop Investor Party against the Company or
others and any liabilities the Company may be subject to pursuant to law.

Section 5.3 Notices. Any and all notices or other communications or deliveries required or permitted to be provided hereunder shall be
in writing and shall be deemed given and effective on the earliest of: (a) the date of transmission, if such notice or communication is
delivered via facsimile or e-mail at the facsimile number or e-mail address set forth on the signature pages attached hereto at or prior to
5:30 p.m. (New York City time) on a business day, (b) the next business day after the date of transmission, if such notice or
communication is delivered via facsimile or e-mail at the facsimile number or e-mail address set forth on the signature pages attached
hereto on a day that is not a business day or later than 5:30 p.m. (New York City time) on any business day, (c) the second (2nd)
business day following the date of mailing, if sent by U.S. nationally recognized overnight courier service or (d) upon actual receipt by
the party to whom such notice is required to be given. The address for such notices and communications shall be as set forth on the
signature pages attached hereto.
Section 5.4 Assignment. All warranties and representations (as of the date such warranties and representations were made) made herein
or in any certificate or other instrument delivered by it or on its behalf under this Agreement shall be considered to have been relied upon
by the parties hereto and shall survive the issuance of the Backstop Shares. This Agreement shall inure to the benefit of and be binding
upon the successors and permitted assigns of each of the parties; provided however that neither party may assign this Agreement or
their obligations and rights hereunder without the prior written consent of the other party.
Section 5.5 Execution. This Agreement may be executed in two or more counterparts, all of which when taken together shall be
considered one and the same agreement and shall become effective when counterparts have been signed by each party and delivered to
the other party, it being understood that both parties need not sign the same counterpart. In the event that any signature is delivered by
facsimile transmission, such signature shall create a valid and binding obligation of the party executing (or on whose behalf such signature
is executed) with the same force and effect as if such facsimile signature page were an original thereof.
Section 5.6 Severability. If any provision of this Agreement is held to be invalid or unenforceable in any respect, the validity and
enforceability of the remaining terms and provisions of this Agreement shall not in any way be affected or impaired thereby and the
parties will attempt to agree upon a valid and enforceable provision that is a reasonable substitute therefor, and upon so agreeing, shall
incorporate such substitute provision in this Agreement.
Section 5.7 Governing Law. This Agreement shall be governed by, and construed in accordance with, the internal laws of the State of
New York without regard to the principles of conflicts of laws. Each of the Company and the Backstop Investor hereto hereby
irrevocably consents, to the maximum extent permitted by law, that any action or proceeding relating to this Agreement or the
transactions contemplated hereby shall be brought, at the option of the party instituting the action or proceeding, in any court of general
jurisdiction in New York County, New York, in the United States District Court for the Southern District of New York or in any state
or federal court sitting in the area currently comprising the Southern District of New York. Each of the parties hereto waives any
objection that it may have to the conduct of any action or proceeding in any such court based on improper venue or forum non
conveniens, waives personal service of any and all process upon it, and consents that all service of process may be made by mail or
courier service directed to it at the address set forth herein and that service so made shall be deemed to be completed upon the earlier
of actual receipt or ten days after the same shall have been posted or delivered to a nationally recognized courier service. Nothing
contained in this shall affect the right of any party hereto to serve legal process in any other manner permitted by law.

Section 5.8 Entire Agreement. This Agreement and the Note represents the entire understanding and agreement between the parties
hereto with respect to the subject matter hereof.
Section 5.9 Construction. The headings herein are for convenience only, do not constitute a part of this Agreement and shall not be
deemed to limit or affect any of the provisions hereof. The language used in this Agreement will be deemed to be the language chosen by
the parties to express their mutual intent, and no rules of strict construction will be applied against any party.
Section 5.10 Fees and Expenses. Each party shall be responsible for legal fees and expenses in connection with the transactions
contemplated hereby.
[Signature Pages Follow]

IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly executed by their respective authorized
signatories as of the date first indicated above.
SREP III FLIGHT-INVESTCO 2, L.P.

By:
/s/ John Waters
Name: John Waters
Title:
Partner
Address:2 Embarcadero Center, Suite #480
San Francisco, CA 94111

CONDOR HOSPITALITY TRUST, INC.

By:
/s/ J. William Blackham
Name: J. William Blackham
Title:
Chief Executive Officer and President
Address:1800 W. Pasewalk Ave., Ste. 120
Norfolk, Nebraska 68701
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Section 12: EX-23.1 (EXHIBIT 23.1)
Exhibit 23.1

KPMG LLP
Suite 900
8350 Broad Street
Mclean, VA 22102

Consent of Independent Registered Public Accounting Firm
The Board of Directors
Condor Hospitality Trust, Inc.
We consent to the use of our report incorporated by reference herein and to the reference to our firm under the heading 'Experts' in the
prospectus.
/s/ KPMG LLP
McLean, Virginia
December 7, 2020
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