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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

Certain statements in this Annual Report on ForriK16ther than purely historical information, aferivard-looking statements” within
the meaning of the Private Securities LitigatioddRa Act of 1995, Section 27A of the Securities AEt1933, as amended, and Section 21E of
the Securities Exchange Act of 1934, as amendeesd btatements include statements about XeniadHotReesorts, Inc.’s (“Xenia”) plans,
objectives, strategies, financial performance antbok, trends, the amount and timing of futurehcdistributions, prospects or future events
involve known and unknown risks that are diffidatpredict. As a result, our actual financial résyberformance, achievements or prospects
may differ materially from those expressed or irglby these forward-looking statements. In somes;a®u can identify forward-looking
statements by the use of words such as “may,” tdtéxpect,” “intend,” “plan,” “seek,” “anticipaté “believe,” “estimate,” “guidance,”
“predict,” “potential,” “continue,” “likely,” “will ,” “would,” “illustrative” and variations of theserms and similar expressions, or the negative of
these terms or similar expressions. Such forwaolihgy statements are necessarily based upon estraatl assumptions that, while considered
reasonable by Xenia and its management based ioktiogvledge and understanding of the businessrahgstry, are inherently
uncertain. These statements are not guaranteesuoé fperformance, and stockholders should noeplaciue reliance on forward-looking
statements. There are a number of risks, uncadsiahd other important factors, many of whichkagond our control, that could cause our
actual results to differ materially from the forddooking statements contained in this Annual ReporForm 10-K (“Annual Report”). Such
risks, uncertainties and other important factorsluide, among others, the risks, uncertaintiesfactdrs set forth under “Part I-ltem IA. Risk
Factors” and “Part lI-Item 7. Management'’s Discossind Analysis of Financial Condition and Resaft®©perations,” and the risks and
uncertainties related to the following:

» business, financial and operating risks inherené&b estate investments and the lodging indu

» seasonal and cyclical volatility in the lodging urstry;

* macroeconomic and other factors beyond our cotttedlcan adversely affect and reduce demand fel hmdms;
» contraction in the global economy or low levelseobnomic growth

» levels of spending in business and leisure segnasntgell as consumer confiden

» declines in occupancy and average daily |

» fluctuations in the supply and demand for hotehmeg

« changes in the competitive environment in lodgmduistry and the markets where we own ho

» events beyond our control, such as war, terrottiatks, trave-related health concerns and natural disas
» our reliance on thi-party hotel management companies to operate andgeaur hotels

« our ability to maintain good relationships with dhird-party hotel management companies and franchi
» our failure to maintain brand operating standa

» our ability to maintain our brand licenses at ootefs;

» relationships with labor unions and changes inrddbws;

» loss of our senior management team or key persg

e our ability to identify and consummate acquisitiafigdditional hotels

» our ability to integrate and successfully operag lzotel properties acquired in the future andribles associates with these hc
properties
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» the impact of hotel renovations, repositioningderelopments and -branding activities
» our ability to access capital for renovations acguésitions on terms and at times that are acceptalus;
» the fixed cost nature of hotel ownersr

e our ability to service our dek

» changes in interest rates and operating ¢

» compliance with regulatory regimes and local la

» uninsured or underinsured losses, including thekging to natural disasters or terroris
» changes in distribution channels, such as throntghriet travel intermediarie

e our status as an emerging growth compi

» the amount of debt that we currently have or mawiinn the future

» provisions in our debt agreements that may regtreebperation of our busine:

e our separation from Inland American Real EstatesiTdmc. “Inland America”), our former parent, and our ability to operate .
stancalone public company

» potential business conflicts of interests with laAmerican:

» our organizational and governance struct

e our status as a real estate investment tr.*REIT");

e our taxable REIT subsidiar“TRE") lessee structurt

» the cost of compliance with and liabilities undavieonmental, health and safety lav

» adverse litigation judgments or settleme

» changes in real estate and zoning laws and incieaeal property tax rate

» changes in federal, state or local tax law, incigdegislative, administrative, regulatory or othetions affecting REIT
» changes in governmental regulations or interpi@tatthereof; an

» estimates relating to our ability to make distribns to our stockholders in the futu

These factors are not necessarily all of the ingmtrtactors that could cause our actual finaneisiiits, performance, achievements or
prospects to differ materially from those expresseat implied by any of our forward-looking statems. Other unknown or unpredictable
factors also could harm our results. All forwarding statements attributable to us or persons@cin our behalf are expressly qualified in
their entirety by the cautionary statements sehfabove. Forward-looking statements speak onbf #se date they are made, and we do not
undertake or assume any obligation to update pulaity of these forward-looking statements to i&flectual results, new information or future
events, changes in assumptions or changes infaitters affecting forward-looking statements, exdeghe extent required by applicable laws.
If we update one or more forward-looking statememdsinference should be drawn that we will makéitéamhal updates with respect to those or
other forward-looking statements.

BASIS OF PRESENTATION IN THIS ANNUAL REPORT ON FORM 10-K

On February 3, 2015, Xenia Hotels & Resorts, ladvaryland corporation (“Xenia” or the “CompanyWas spun-off from Inland
American Real Estate Trust, Inc. (“Inland Americarits former parent, through a
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taxable pro-rata distribution by Inland AmericarB6fs6 of the outstanding common stock, $0.01 parevpker share (the “Common Stock”), of
Xenia to holders of record of Inland American’s eoom stock as of the close of business on Januar@®® (the “Record Date”). Each holder
of record of Inland American’s common stock recdie@e share of Common Stock for every eight shafrégdand American’s common stock
held at the close of business on the Record DiageQistribution”). In lieu of fractional sharegpskholders of Inland American received cash.
On February 4, 2015, Xenia’'s Common Stock begatirtgeon the New York Stock Exchange (“NYSE”) unttes ticker symbol “XHR.” As a
result of the Distribution, the Company becameaadtalone, publicly-traded company.

Prior to and in connection with our separation frimtand American, we effectuated the transactitims {(Reorganization Transactions”)
described under “Part I-Item |. Business—Our Stmectind Reorganization Transactions—Our Corporatedinization.”

Unless otherwise indicated or the context otherngsgiires, all information herein reflects the aommation of the Reorganization
Transactions, the disposition of other hotels mresty owned by us and the completion of our sejmardtom Inland American, which separat
occurred on February 3, 2015. References heréindd “our,” “us” and the “Company” refer to Xenidotels & Resorts, Inc. and its
consolidated subsidiaries, including XHR LP, a Belee limited partnership, which we refer to as ‘myerating partnership,” and references to
“Xenia Hotels & Resorts, Inc.” refer only to Xertitotels & Resorts, Inc., exclusive of its subsidiariin each case giving effect to the
Reorganization Transactions.

Presentation of historical operating and non-finan@l data and pro forma financial information

Unless otherwise indicated or the context otherwésgiires, (i) operating and non-financial dataluding occupancy (as defined below),
ADR (as defined below), RevPAR (as defined belownber of hotels, number of rooms and Adjusted EB{Tdisclosed in the sections of t
Annual Report on Form 10-K other than the Finan8tatement Sections (as defined below) and (iif@nma financial information in this
Annual Report:

» reflect the business and operations of the Compétay the consummation of the Reorganization Tretitgas and immediatel
following the completion of the separation of then@pany from Inland American on February 3, 2015¢mvive owned 46 premium
full service, lifestyle and urban upscale hoteld armajority interest in two hotels under developtn

» exclude one hotel sold on May 30, 2014, one hatel sn August 28, 2014 and one hotel sold on Deeergb, 2014

» with respect to the hotel acquired during 2014egiffect to such acquisition as if such acquisitiad been consummated
January 1, 201+

» reflect the issuance on January 5, 2015 of 12%shafrpreferred stock of the Company, designatd® &6 Series A Cumulatiy
Non-Voting Preferred Stock, $0.01 par value per shaith, a liquidation preference of $1,000 per shiéne “Series A Preferred
Stock™), in a private placement to approximatel Idvestors who qualify as “accredited investoess that term is defined in
Rule 501(a) of Regulation D of the Securities Ac1833, as amended (the “Securities Act”)) for ggragate purchase price of
$125,000, which we issued to facilitate our abildyqualify as a REIT in connection with a potehgiection 336(e) election under |
Internal Revenue Code of 1986, as amendec” Code”);

» reflect the capital contribution from Inland Amexicof $125.0 million made on February 3, 2015 inm&ztion with our separatic
from Inland American (th*Capital Contributio”);

» reflect the repayment of approximately $84.0 millf borrowings outstanding under existing mortgamgiebtedness, funded
Inland American

» reflect an additional capital contribution of $16n@lion, all of which the Company intends to useprydown existing mortgag
indebtedness in 201
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» reflect a no-cash capital contribution of $96.0 million to sethe Compar’s allocated share of Inland Ameri’s unsecured crec
facility as of December 31, 201

» reflect the Compar's entry into a new $400 million unsecured revolwinedit facility;

» reflect the issuance of 113,396,997 shares of @mnoon stock to Inland American pursuant to a stiieklend effectuated prior 1
the Distribution;

» reflect the distribution of 107,728,104 shareswf@mmon stock to holders of Inland American comratock on February 3, 20:
and 5,669,893 shares retained by Inland Americaah

» reflect certain other adjustments as describ¢‘ Unaudited Pro Forma Combined Consolidated Finastatement”

Presentation of combined consolidated financial imfrmation and certain operating and non-financial daa

Unless otherwise indicated or the context othernasgires, (i) the historical financial data (extihg all pro forma financial data) in this Anni
Report and (ii) the operating and non-financiabd@tut excluding all related data prepared on dgma basis), including occupancy, ADR,
RevPAR, number of hotels, number of rooms, FFQI&med below), Adjusted FFO (as defined below) Adfusted EBITDA, disclosed in
“Part ll-Item 6. Selected Financial Data” and “R&rttem 7. Management’s Discussion and Analysifiofincial Condition and Results of
Operations” (excluding all pro forma financial dafeollectively, the “Financial Statement Sectionsflects the combined and consolidated
business and operations of the Company prior tswomation of the Reorganization Transactions aeddmpletion of the Company’s
separation from Inland American.

MARKET AND INDUSTRY DATA

The market data and certain other statistical mégion used throughout this Annual Report are baseéddependent industry publicatio
government publications or other published indepahdources. These sources generally state thatftmmation they provide has been
obtained from sources believed to be reliable thwitthe accuracy and completeness of the infoomatie not guaranteed. The forecasts and
projections are based on industry surveys andriygapersexperience in the industry, and there is no assertirat any of the projected amot
will be achieved. We believe that the surveys anadket research others have performed are relinbtaye have not independently verified this
information. STR. Inc. (“STR") and PKF HospitaliBesearch, LLC (“PKF-HR") are the primary sourcestfird-party market data and indus
statistics and forecasts. STR does not guarangegettiormance of any company about which it cadleectd provides data. The reproduction of
STR’s data without their written permission isciyi prohibited. Nothing in the STR or PKF-HR datzould be construed as advice. Some data
is also based on our good faith estimates.

TRADEMARKS, SERVICE MARKS AND TRADENAMES

Xenia™ and related trademarks, trade names aniteanarks of Xenia appearing in this Annual Repoetthe property of Xenia. Unless
otherwise noted, all other trademarks, trade namesrvice marks appearing in this Annual Repaztthe property of their respective owners,
including Marriott International, Inc., Hilton Watlvide Inc., Hyatt Hotels Corporation, Starwood Hetnd Resorts Worldwide, Inc., The
Kimpton Hotel & Restaurant Group Inc., Aston HotRIResorts LLC, Fairmont Hotels & Resorts and Lod¥adels, or their respective parents,
subsidiaries or affiliates (“Brand Companies”)the event that any of our management agreemeiftsrmhise agreements with the Brand
Companies are terminated for any reason, the uak @bplicable trademarks and service marks ovinyetthe Brand Companies will cease at the
hotel where the management agreement or franchisement was terminated; all signs and materiasmethe marks and other indicia
connecting the hotel to the Brand Companies willdraoved (at the hotel’s or our expense).

\
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DISCLAIMER

None of the Brand Companies or their respectivecttirs, officers, agents or employees are issd¢heshares described herein or had
responsibility for the creation or contents of tAisnual Report. None of the Brand Companies or ttesipective directors, officers, agents or
employees make any representation or warranty teetaccuracy, adequacy or completeness of arhedbtlowing information, including any
financial information and any projections of futyerformance. The Brand Companies do not have @nswxe relationship with us and will
continue to be engaged in other business ventmaading the acquisition, development, construttiownership or operation of lodging,
residential and vacation ownership properties, tvhie or may become competitive with the propettedd by us.

CERTAIN DEFINED TERMS

Except where the context suggests otherwise, waaleértain terms in this Annual Report as follows:

“ADR" or “average daily ra” means hotel room revenue divided by total numbeoams sold in a given perio

“Adjusted FF(" means FFO (as defined below), adjusted for ceitiains such as hotel property acquisition and pucsists an
other expenses we believe do not represent regurgarations

“Aston” “Fairmont” “Hilton,” “Hyatt” “Kimpton” “Loews” “Marriott,” and“Starwoo(” mean Aston Hotels & Resorts LL
Fairmont Hotels & Resorts, Hilton Worldwide Inc.y&it Hotels Corporation, The Kimpton Hotel & Restant Group Inc., Loews
Hotels, Marriott International, Inc., and Starwddadtels and Resorts Worldwide, Inc., respectivedywell as their respective parer
subsidiaries or affiliate:

“CAGR’ means compound annual growth ri

“FFC” means a measure that reflects net income or latsu{ated in accordance with U.S. generally acakpteounting principle
("GAAP™)) excluding real estate depreciation andoatization, gains (losses) from sales of real esiatpairments of real estate
assets, the cumulative effect of changes in acemyptinciples and adjustments for unconsolidat@drerships and joint venture

“Inland America” means Inland American Real Estate Trust, Inc., gyldad corporation that has elected to be taxedcane:ntly
qualifies, as a REIT, and that owned 100% of thistanding shares of the common stock of the Compaioy to giving effect to the
separation on February 3, 2015, and, as the com@ytrequire, its consolidated subsidiaries othen s

a‘“lifestyle” hotel refers to an innovative hotel with a focuspoaviding a unique and individualized guest exgrece in a smalle
footprint by combining traditional hotel serviceglwmodern technologies and placing an emphaslecat influence

a“luxury” hotel refers to a luxury hotel as defined by S

“occupanc” means the total number of rooms sold in a giveiogetivided by the total number of rooms availaie hotel o
group of hotels

a“premium full service hot” refers to a hotel defined “upper upsca” or “luxury” by STR;

“RevPAF" or “revenue per available ro” means hotel room revenue divided by room nightdale to guests for a given peric
and does not include n-room revenues such as food and beverage reverikesroperating revenue

“Top 25 Market” refers to the top 25 U.S. lodging markets as ddfneSTR;

“TRE” refers to a taxable REIT subsidiary under the C*Our TR¢” refers to XHR Holding, Inc., a who-owned subsidiary of ot
operating partnership that will elect to be a TR8wrs;

Vi
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* “TRS lesse¢” refers to the direct and indirect whc-owned subsidiaries of our TR
* an“upper midsca” hotel refers to an upper midscale hotel as definye8TR;

* an“upper upsca” hotel refers to an upper upscale hotel as defiyedThR;

* an“upscal” hotel refers to an upscale hotel as defined by $ifd

* an“urban upsca” hotel refers to a hotel located in an urban orlainfiigr-density commercial area, such as a central bus
district, and defined &‘upscal” or “upper midsca” by STR.

Vii
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PART |

Item 1. Business
Recent Developments

On February 3, 2015, Xenia Hotels & Resorts, ladvlaryland corporation, was spun-off from Inland émoan Real Estate Trust, Inc.
(“Inland American”), its former parent, throughaxéble pro-rata distribution by Inland Americarf6£6 of the outstanding common stock,
$0.01 par value per share (the “Common Stock”Xexfia to holders of record of Inland American’s e¢non stock as of the close of business on
January 20, 2015 (the “Record Date”). Each holdeecord of Inland American’s common stock receioe@ share of Common Stock for every
eight shares of Inland American’s common stock la¢lithe close of business on the Record Date DRistribution”). In lieu of fractional shares,
stockholders of Inland American received cash. @or&ary 4, 2015, Xenia’'s Common Stock began tradimthe New York Stock Exchange
(“NYSE”) under the ticker symbol “XHR.” As a resudf the Distribution, the Company became a standlpublicly-traded company.

In connection with and in order to effectuate tepagation and distribution, we and Inland Amerieatered into a Separation and
Distribution Agreement. In addition, we enteredimarious other agreements with Inland Americaeftect the separation and provide a
framework for our relationship with Inland Americpost-separation, such as a Transition Servicesekgent and an Employee Matters
Agreement. These agreements provide for the allotaetween us and Inland American of Inland Anaaris assets, liabilities and obligations
(including its properties, employees and tax-relatssets and liabilities) attributable to perioderpto, at and after our separation from Inland
American and govern certain relationships betweseand Inland American after the separation. Forenmdormation regarding these
agreements, see “Part lll-ltem 13. Certain Relatijps and Related Transactions and Director Indigpere.”

Effective February 3, 2015, we entered into a $#dbon unsecured revolving credit facility withsyndicate of banks. For additional
information, see “Part Il—Item 7. Management’s Dission and Analysis of Financial Condition and Resaf Operations—Liquidity and
Capital Resources—Credit Facility.”

On February 4, 2015, in conjunction with the ligtiof our common stock on the NYSE, the Company centad a modified “Dutch
Auction” self-tender offer (the “Tender Offer”) fiurchase for cash up to $125 million in value @rgls of the Company’s common stock at a
price not greater than $21.00 nor less than $19e0@hare, net to the seller in cash, less anycafyé withholding of taxes and without interest.
The Tender Offer expired at 5:00 P.M., New Yorkyditme, on March 5, 2015. As a result of the Ter@#er, the Company accepted for
purchase 1,759,344 shares of its common stoclpatchase price of $21.00 per share, for an aggrgnathase price of $36.9 million
(excluding fees and expenses relating to the Te@éfer), which was funded from cash on hand. Tf%®9,344 shares of common stock acce
for purchase in the Tender Offer represent appratéiy 1.6% of the Company’s common stock outstamndmof February 3, 2015, the last day
prior to the commencement of the Tender Offer. 8totders who properly tendered and did not propeitiidraw shares of common stock in
the Tender Offer at or below the final purchaseeaf $21.00 per share had all of their tenderedeshof common stock purchased by the
Company at $21.00 per share. Immediately follovdampletion of the Tender Offer, the Company hadapgmately 111,664,641 shares of
common stock outstanding.

On March 2, 2015, we paid off a mortgage in the ambof $26.3 million relating to the Andaz San Dieg

On March 13, 2015, the Company’s Board of Directarghorized a cash dividend of $0.1457 per shatkeo€ompany’s Common Stock
for the first quarter of 2015. The dividend reprasehe Company’s anticipated regular quarterlyddird of $0.23 per share, prorated for the
period from February 3, 2015, the Distribution dédeMarch 31, 2015, the last day of the first gesarThe dividend will be paid on April 15,
2015 to all holders of record of the Company’s Camritock as of the close of business on March @15 2For additional information, see
“Part ll—Item 5. Market for Registrant’'s Common HguRelated Stockholder Matters and Issuer Pueha$ Equity Securities—Dividends.”

1
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Overview

We are a self-advised and self-administered REAT ittvests primarily in premium full service, lifgke and urban upscale hotels, with a
focus on the Top 25 Markets as well as key leisistinations in the United States. As of Decemhbef814, we owned 46 hotels, comprising
12,636 rooms, across 19 states and the DistriCbaimbia, and had a majority interest in two hoteider development. Our hotels are prime
operated by industry leaders such as MarriottpHjlHyatt, Starwood, Kimpton, Aston, Fairmont araklvs, as well as leading independent
management companies, under the brands listee ifollowing table®)

Number Number Percentage
Brand Affiliation of Hotels of Room:s of Total Rooms
Marriott
Autograph Collectior® 3 437 3.5%
Courtyard by Marriot 4 63C 5.C%
Marriott 9 3,09¢ 24.5%
Renaissanc 2 1,01¢ 8.C%
Residence In 3 637 5.C%
Subtotal 21 5,817 46.(%
Hilton
DoubleTree 1 22C 1.7%
Embassy Suite 1 228 1.8%
Hampton Inr 2 264 2.1%
Hilton 3 66¢ 5.2%
Hilton Garden Inr 2 47¢ 3.8%
Homewood Suite 1 162 1.2%
Subtotal 10 2,01¢ 16.(%
Hyatt
Andaz 3 451 3.€%
Hyatt 1 11¢ 0.¢%
Hyatt Regenc) 2 1,15¢ 9.1%
Subtotal 6 1,72¢ 13.€%
Kimpton
Lorien 1 107 0.8%
Monaco 3 60% 4.8%
Subtotal 4 71z 5.6%
Starwood
Westin 2 89¢ 7.1%
Subtotal 2 89¢ 7.1%
Aston 1 64t 5.1%
Fairmont 1 54t 4.2%
Loews 1 28E 2.2%
Total 46 12,63¢ 100.(%

(1) The table excludes our two hotels under developr
(2) Ourtwo hotels under development are AutographeCtiin hotels, which will have a total of 150 rool

2
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The following table sets forth certain informatiabout our portfolio of hotels on a pro forikbasis:

Year Ended December 31

2014G) 2013 2012
Statistical Data:
Number of Hotel(?) 46 45 31
Number of Room(?) 12,63¢ 11,99: 8,68¢
Occupancy® 76.2% 75.2% 71.5%
ADR @ $177.9¢ $167.1¢ $151.8:
RevPAR® $135.7¢ $125.7: $108.5¢

(1) Includes full year data for any hotel acquired dgrhe applicable period by including applicabléadar such hotels while they were un
prior ownership. See “Part llI—Item 7. ManagemeBiscussion and Analysis of Financial Condition &webults of Operations—Results
of Operations’for a presentation of such statistics from the décquisition of such hotels. For only those otperated by Marriott, o
historical annual operating results represented frem 2012 to 2013 include a-53 week fiscal calendar used by Marriott at thatti

(2) The table excludes our two hotels under developr

(3) Full-year data for 2014 reflects impact by the Augud4?8outh Napa Earthquake which resulted in damityeoahotels, the Andaz Naj
and Marriott Napa Valley Hotel & Spa. The Marristtstained limited damage, with 4,305 room nightsobwrder, and fully re-opened in
October 2014. The Andaz partially re-opened in Ddwzer 2014, with a total 17,106 room nights outmfen, and fully re-opened in
January 201t

On a pro forma basis, for the twelve months endeceimber 31, 2014, we generated pro forma reveriu#16.0 million, pro forma
Adjusted EBITDA of $254.8 million, and net incoméridutable to Company of $44.4 million. In additidor the twelve months ended
December 31, 2014, 76.1% of our pro forma revemere derived from hotels located in the Top 25 M#sland key leisure destinations. For
our definition of Adjusted EBITDA and why we preséras well as a reconciliation of Adjusted EBITRénet income attributable to Compa
the most directly comparable GAAP financial meassee “Part ll-ltem 6. Selected Financial Data” dpalrt Il-Item 6A. Pro Forma Financial
Information”. See also “Basis of Presentation is tannual Report on Form 10-K.” We currently esttmthat the damage resulting from the
August 2014 earthquake in Northern California attewo hotels, the Marriott Napa Valley & Spa anddaz Napa, will negatively impact our
2015 Adjusted EBITDA by approximately $4 million $& million.

We plan to grow our business through a differeatiacquisition strategy, aggressive asset managemerapital investment in our
properties. We primarily target markets and subkeigrwith particular positive characteristics, sashmultiple demand generators, favorable
supply and demand dynamics and attractive projeR&dPAR growth. We believe our focus on a broadege of markets allows us to evaluate
a greater number of acquisition opportunities dwedetby be highly selective in our pursuit of ofiipge opportunities which best fit our
investment criteria.

We own and pursue hotels in the upscale, upperilgand luxury segments that are affiliated withnpium, leading brands, as we believe
that these segments yield attractive risk-adjustadns. Within these segments, we focus on htitatswill provide guests with a distinctive
lodging experience, tailored to reflect local mamkevironments rather than hotels that are heaédfendent on conventions and group business
We also seek properties that exhibit an opportuiitys to enhance operating performance througheagive asset management and targeted
capital investment. By balancing our portfolio beem premium full service, lifestyle and urban upestatels with these characteristics we
believe we are able to achieve strong cash flowlsastnactive returns.

Since 2010, we have acquired 28 of our hotelstah ¢d 8,562 rooms, for an aggregate purchase pfie@proximately $2.0 billion.
Additionally, since 2008, we have invested a tofapproximately $235 million
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during our ownership period in capital expendituesompetitively position our portfolio to increasevenues as well as to keep our hotels well
maintained. Our in-house project management tearremtly consisting of eight individuals, managé®four capital expenditure projects,
which we believe provides us with a competitiveatdage.

We believe that the current market environmentgresattractive opportunities for us to acquireitbmtthl hotels with significant upside
potential that are compatible with our investmerdtegy. We also believe that current lodging mefiledamentals provide meaningful
opportunities for revenue and Adjusted EBITDA grbwat our existing hotels. We enhance the valuaupogaisting hotels through focused asset
management and targeted renovation projects. Wevkedhat by pursuing this strategy, we will strgramn our position as a leading owner of
hotel properties across our targeted segments.ali&vb that our senior management team’s overddjitqy experience and proven track record,
as well as its in-depth knowledge of our hotels lamg-standing and extensive relationships within theiog industry, enable us to successf
execute on our business strategy to earn returesciess of our cost of capital and create long-textuwe for our stockholders.

We intend to elect to be taxed as a REIT undeCibee, beginning with our taxable year that commémeeJanuary 5, 2015. To qualify
a REIT, we cannot operate or manage our hotelsoratgly, we lease all hotels to our “TRS lesseddl’of our hotels are operated pursuant to
hotel management agreements with third party managecompanies. See “Part I-Item 1. Business—OxiSTIatus.”

Our Competitive Strengths
We believe the following strengths will help usaichieve strong cash flows and attractive returns:

» High Quality Portfolio Operated Under Premium Brands. Substantially all of our hotels operate under ptembrands affiliate:
with industry leaders such as Marriott, Hilton, ty&tarwood, Kimpton, Aston, Fairmont and Loewsd are located in urban or
densely populated suburban markets that we befiave multiple demand generators and high barreestry. Additionally, our
portfolio includes lifestyle hotels that seek tradt the next generation traveler (i.e., hoteds tiifer a distinctive lodging experient
both in terms of “destination” locations and inliligpersonalized service), such as our Andaz, Kimgind Autograph Collection
hotels. Lifestyle hotels are a fast growing segnmekey urban markets that we believe have anditeinvestment profile. The
following chart represents the brand affiliatiorigar portfolio as of December 31, 20:

Portfolio Breakdown by Brand Affiliation @

Other, 6.6%
Aston, 5.1%

Kimpton. 5.6%

Starwood, 7.1%
Marriott, 46.0%

Hilton, 16.0%

(1) Percentages indicate percent of total rooms asoédber 31, 2014. Excludes our two hotels undezldpment
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We believe the quality of our portfolio is evideddsy its RevPAR and the amount by which its RevRXBeeds the national
average. For the years ended December 31, 20130drd our portfolio generated RevPAR of $125.73 $185.76, respectively,
representing multiples of 1.83x and 1.83x, respebtj of the national average for hotels of alliohgcales, as reported by STR. A
December 31, 2014, our portfolio included five loxhotels, 27 upper upscale hotels, and 12 upscatds (one of which was
acquired in 2014). Additionally, our hotels are lWwehintained and competitively positioned, as weehiavested an aggregate of
$235 million during our ownership period in capiabpenditures from January 1, 2008 through Dece®ibe2014 (excluding our
two hotels under construction), as described below.

Number of Hotels Amount Expendec
Year @ @ ($mm)
2008 5 $ 14.2
2009 18 $ 30.c
2010 18 $ 22.2
2011 21 $ 29.1
2012 24 $ 51.2
2013 31 $ 41.F
2014 45 $ 46.€

(1) Hotels owned as of January 1 of the applicable.)
(2) These amounts do not include meaningful capitaéedjtures invested by prior owne

Differentiated Market Strategy That Drives Attracti ve Growth . Our management team has implemented and exezsteategq)

of acquiring hotels primarily in the Top 25 Marketsd key leisure destinations in the U.S., whichdegulted in a diversified
portfolio with a national footprint. As of Decembg&t, 2014, we owned 46 hotels, comprising 12,686n%) across 19 states and the
District of Columbia, and had a majority interastwo hotels under development. As depicted imtag below, the hotels in our
portfolio are geographically diverse, and no oneketaand no individual hotel accounted for morentthid.2% or 6.4%, respectively,
of our total pro forma revenue for the year endeddnber 31, 2014. As of December 31, 2014, ouestrgpncentrations of hotels
by room count per state were 24.2% in Texas ant?A® California.

Portfolio Breakdown by Geography
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We base our acquisition strategy on the Top 25 Btarkecause we believe these markets presentactia# risk-adjusted return
potential supported by historical and projectedfable supply and demand dynamics and higher pgegjdRevPAR growth at
attractive valuations.

Since 2010, we have acquired 28 hotels for an gatgepurchase price of $1,953 million. The follogviable sets forth additional
information regarding recent acquisitions:

Number Price

($mm)

Year of Asset: )
2010 3 $ 104
2011 3 $ 167
2012 7 $ 52t
2013 14 $ 974
2014 1 $ 18
Total 2€ $1,95¢

(1) Includes purchase price plus additional contingentideration pursuant to the respective purchadeale agreemer

Attractive Cash Flow Characteristics. Our strategy focuses on driving strong currecbine and attractive operating margins,
each type of hotel in our portfolio has charactessthat lead to strong current cash flows. F@meple, because urban upscale hotels
offer limited food outlets and other amenities, aa@ deliver a satisfying guest experience withbatexpense of staffing these lower-
margin ancillary activities, thereby, resultingsimong bottom line performance. Our lifestyle assee generally characterized by
smaller physical footprints, leading to lower cbases, and higher RevPAR, in comparison to trawitiull-service hotels in their
respective markets. Our premium full-service hoetsdesigned to offer a wide variety of incomeastns, including restaurants,
meeting facilities, parking facilities and ancilfaspportunities, and we utilize sophisticated ags@hagement techniques to
continually monitor and seek to improve performafioen every income stream at these hotels. Thisbéeation of factors among
differing hotel types ultimately results in stroogsh flow generation and growth profile acrosspmutfolio. Further, our aggressive,
focused asset management and project managensrysts seek to identify opportunities to enhapgemue and improve hotel
operating margins

Strong and Flexible Balance Sheet with Capacity foGrowth . We are we-capitalized and moderately levered, with str

liquidity and access to multiple capital sources.oADecember 31, 2014, we have pro forma nettdgito forma Adjusted EBITD.
of 4.4x. This calculation reflects the repaymenapproximately $26.3 million of borrowings outstarglunder existing mortgage
indebtedness repaid on March 2, 2015 and reflectsss cash on hand at the Company of approxim@diyd million at the time of
our separation from Inland American. Concurrenhuiite listing of our common stock, we entered artaunsecured revolving credit
facility pursuant to which we may borrow up to $4@lion, which we believe provides us liquidity cfiexibility to execute our
growth strategy and manage short-term cash flows1é&'e also have a well-staggered debt maturitfler®ur flexible capital
structure enables us to be opportunistic in makicgisitions and reinvesting in our portfolio atGtegic in determining which
capital sources to utiliz

Business and Growth Strategies

Our objective is to invest primarily in premium Ifgervice, lifestyle and urban upscale hotels atatéoons where we believe we can
generate attractive returns on investment and termg-value appreciation and improve the value ofpmutfolio through aggressive asset
management of our existing portfolio and futurelaiep hotels. We pursue this objective throughfttiewing investment and growth strategi

Pursue Differentiated Investment Strategy Across Tageted Markets . We use our management te' s network of relationships
the lodging industry and our relationships with tiehotel
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management companies that currently manage aesais portfolio, among others, to continue to sewacquisition opportunitie
When evaluating opportunities, we consider theofeihg characteristict

Market Characteristics . We seek opportunities across a range of urbamanske suburban areas, as well as key le
destinations, in the United States. We believetthiatstrategy provides us with a broader rangeppbrtunities and allows us
to target markets and subarkets with particular positive characteristiegstsas multiple demand generators, favorable si
and demand dynamics and attractive projected RevifARth. We believe assets in the Top 25 Marketsqmt attractive
investment opportunities considering the favorabipply and demand dynamics, RevPAR growth trendsattractive
valuations

Asset Characteristics. We generally pursue hotels in the upscale, uppecale and luxury segments that are affiliatetd
leading premium brands, as we believe these segmimid attractive risk-adjusted returns. Furtfi®¢F-HR projects strong
RevPAR growth across these segments through 20iBinihese segments, we seek hotels that will ideguests with a
distinctive lodging experience, tailored to reflixtal market environments rather than invest opprties that are heavily
dependent on conventions and group business. Vkgsagerties with desirable locations within theiarkets, exceptional
facilities, and other competitive advantages thatrerd to replicate. We also favor properties ¢laat be purchased well
below estimated replacement cost. We believe thiatazus on premium full service, lifestyle, andam upscale assets allc
us to seek appropriate investments that are wigdldséor specific market:

Operational and Structural Characteristics . We pursue both newly constructed assets thatrestimited capita
investment as well as more mature and complex ptiepavith opportunities for our dedicated asset project management
teams to create value through more active opeiatmrersight and targeted capital expenditures.ithudilly, we seek
properties that are unencumbered by debt and tHatatrequire joint venture ownership, allowing maximum operational
flexibility.

We believe that our multi-pronged approach to itimggprovides us the flexibility to pursue attraetiopportunities whenever and
wherever they are presented.

» Drive Growth through Proactive, Value-Added Asset Management, Project Management and Capi Allocation . We believe
that investing in our properties and employing @aptive asset management approach designed téifydamestment strategies will
optimize internal growth opportunities. Our managetrteam’s extensive industry experience acrossipfeubrands and
management companies and our integrated asset emaagand project management teams, enable usrttfjdand implement
value-added strategies, prudently invest capitalinassets to optimize operating results and égeebest practices across our
portfolio.

Aggressive Asset Management Strategy Drives Perfoance.Our experienced asset management team focuses/omy(
property performance through revenue enhancement@st containment efforts. Our ability to work lwé wide variety of
management and franchise companies provides ugheitbpportunity to benchmark performance acrosotrtfolio in orde!
to share best practices. While we do not operatéaiel properties directly, and under the termewfhotel management
agreements our ability to participate in operatiegisions regarding our hotels is limited, we candagular revenue, sales,
and financial performance reviews and also perforaepth on-site reviews focused on ongoing opegatiargin
improvement initiatives. We interact frequently lwiiur management companies andsit@-management personnel, incluc
conducting regular meetings with key executiveswfmanagement companies and brands. We work tanizaxvalue of
our assets through all aspects of the hotel operatid ancillary real estate opportunit

In-House Project Management Provides Better and Fast&Zapital Plan Execution.By maintaining a dedicated-house
capital planning and project management team, Weveewe
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are able to develop our capital plans and exeauteemovation projects at a lower cost and in aetionely manner than if v
outsourced these services. In addition, our projenztagement team has extensive experience indbhedup development
hotel properties, providing both in-depth knowleddduilding construction as well as the opportyfiitr us to evaluate
potential development opportunities. We view tlisaaignificant competitive strength relative tonyaf our peers

. Rigorous Capital Allocation Strategies Enhance Pofblio Performance . As part of our ongoing asset managen
activities, we regularly review opportunities tanreest in our hotels to maintain quality, incre&s®y-term value and generate
attractive returns on invested capital. We also oygyortunistically dispose of hotels to take adagatof market conditions
in situations where the hotels no longer fit witbur strategic objectives. We believe our breadittxperience and integrated
in-house asset management and project manageraerg tge instrumental in our ability to acquire apdrate assets and to
capitalize on redevelopment opportuniti

» Leverage Existing Infrastructure for Growth . Prior to the sale of the Suburban Select SeRar#folio (defined below), our ass
management and project management employees vepansgble for asset management oversight of aghiortfonsisting of
substantially more hotels. We have retained atilsfasset management and project management eragplafter our separation from
Inland American, who are solely focused on aggve$gsiasset managing our hotels. We believe thisiroity will provide us with
the capacity to accommodate additional growth wittecorresponding increase in employees focusingseet management and
project management. Our core acquisition, asseagenent and project management teams have beeimgtogether for a numhb
of years and have w-established systems and procedu

Our Financing Strategy

We maintain a strong, flexible and growth-orientegital structure that will allow us to access iplétforms of capital and be strategic in
determining when to access the debt or equity nisirke of December 31, 2014, we have pro formalabt to pro forma Adjusted EBITDA of
4.4x. This calculation reflects the repayment giragimately $26.3 million of borrowings outstandingder existing mortgage indebtedness
repaid on March 2, 2015 and assumes excess cdsimdrat the Company of approximately $41.0 milabthe time of our separation from
Inland American. Concurrently with the Distributiome entered into an unsecured revolving creditifapursuant to which we may borrow up
to $400 million, which we believe provides us lidity and flexibility to execute our growth strategyd manage short-term cash flow needs. We
also have a well-staggered debt maturity profile beélieve our moderate leverage and strong liquigitl allow us to be proactive in pursuing
our growth strategy.

Competition

The U.S. lodging industry is highly competitive. iQwtels compete with other hotels for guests the# their markets on the basis of
several factors, including, among others, roomstajaality of accommodations, service levels andraties, location, brand affiliation,
reputation and reservation systems. Competitiaftén specific to the individual markets in whichr dotels are located and includes
competition from existing and new hotels. We badi#lvat hotels, such as our portfolio of hotelst #re affiliated with leading national brands,
will enjoy the competitive advantages associatdtl eperating under such brands. Increased conmgretituld harm our occupancy and
revenues and may require us to provide additiom&lraties or make capital improvements that we ettser would not have to make, which v
materially and adversely affect our operating rssaihd liquidity.

We face competition for the acquisition of hotets other REITSs, private equity firms, institutidmavestors, hedge funds, specialty
finance companies, insurance companies, governirtesdées and other
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entities. Some of these competitors have subshgrgizater financial and operational resources arakss to capital than we have and may have
greater knowledge of the markets in which we seékwest. This competition may reduce the numbesuithble investment opportunities

offered to us and decrease the attractivenesdétims on which we may acquire our targeted hotelstments, including the cost thereof. In
addition, these competitors seek financing thrairghsame channels that we do. Therefore, we corfiefiending in a market where funds for
real estate investment may decrease, or growhassthe underlying demand.

Seasonality

The lodging industry is seasonal in nature whiah lva expected to cause fluctuations in our hotahreevenues, occupancy levels, room
rates, operating expenses and cash flows. Thedsediaring which our hotels experience higher ordolevels of demand vary from property to
property and depend upon location, type of propentyl competitive mix within the specific locati@ased on historical results for our portfc
our revenues have been the lowest during thedfiratter of each year.

Cyclicality

The hospitality industry is cyclical and generdtilows the overall economy. There is a historymafreases and decreases in demand for
hotel rooms, in occupancy levels and in rateszedlby owners of hotels through economic cyclesialdity of results through some of the
cycles in the past has been more severe due tgebamthe supply of hotel rooms in given markets @iven segments of hotels. The
combination of changes in economic conditions artthé supply of hotel rooms can result in signifitceolatility in results for owners of hotel
properties. The costs of running a hotel tend tmbee fixed than variable. Because of this, in avirenment of declining revenues the rate of
decline in earnings will be higher than the ratel@cline in revenues. Conversely, in an environroéiricreasing demand and room rates, the
rate of increase in earnings is typically highenrtlthe rate of increase in revenues.

Regulations
General

Our hotels are subject to various U.S. federalestad local laws, ordinances and regulationsydiob regulations relating to common
areas and fire and safety requirements. We befieatezach of our hotels has the necessary permitapprovals to operate its business.

Americans with Disabilities Act

Our hotels must comply with applicable provisiofishe Americans with Disabilities Act (the “ADA™}p the extent that such hotels are
“public accommodations” as defined by the ADA. TABA may require removal of structural barriers tz@ss by persons with disabilities in
certain public areas of our hotels where such reisuweadily achievable. We believe that our &k in substantial compliance with the A
and that we will not be required to make substanéipital expenditures to address the requirenafrttee ADA. However, non-compliance with
the ADA could result in imposition of fines or award of damages to private litigants. The obligato make readily achievable
accommodations is an ongoing one, and we will comitito assess our hotels and to make alteraticenspaspriate in this respect.

Environmental Matters

Under various laws relating to the protection & &mvironment, a current or previous owner or dpef@ncluding tenants) of real estate
may be liable for contamination resulting from pgresence or discharge of hazardous or toxic sutesseat that property and may be required to
investigate and clean up such contamination atfegderty or emanating from that property. Thesstscoould be substantial and liability
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under these laws may attach without regard to vemetie owner or operator knew of, or was respoedi, the presence of the contaminants,
and the liability may be joint and several. Thesgrece of contamination or the failure to remediatgamination at our hotels may expose us to
third-party liability or materially and adverselifect our ability to sell, lease or develop thel estate or to incur debt using the real estate as
collateral.

Our hotels are subject to various federal, staté,lacal environmental, health and safety lawsragdlations that address a wide variet
issues, including, but not limited to, storage trdir emissions from emergency generators, statarvand wastewater discharges, lead-based
paint, mold and mildew and waste management. Owimcur costs to comply with these laws and ll&gns and could be subject to fines
penalties for noncompliance.

Some of our hotels contain asbestos-containinglimgilmaterials. We believe that the asbestos isogpjately contained, in accordance
with current environmental regulations and thathaee no need for any immediate remediation or atipkans to remove the asbestos.
Environmental laws require that owners or operatbisuildings with asbestos-containing building erétls properly manage and maintain these
materials, adequately inform or train those who m@ye into contact with asbestos and undertakéadgecautions, including removal or
other abatement, in the event that asbestos isldéxt during building renovation or demolition. Shdaws may impose fines and penalties on
building owners or operators for failure to compligh these requirements. In addition, third partiesy seek recovery from owners or operators
for personal injury associated with exposure teagis-containing building materials.

Some of our hotels may contain or develop harmfvldnor suffer from other adverse conditions, whiclild lead to liability for adverse
health effects and costs of remediation. The pEsensignificant mold or other airborne contamitseat any of our hotels could require us to
undertake a costly remediation program to contaiemove the mold or other airborne contaminamsifthe affected hotel or increase indoor
ventilation. In addition, the presence of signifitenold or other airborne contaminants could expssto liability from guests or employees at
our hotels and others if property damage or healttterns arise.

Insurance

We carry comprehensive general liability, fire,eded coverage, business interruption, rentaldogsrage and umbrella liability cover:
on all of our hotels and earthquake, wind, floaglritane and environmental coverage on hotelseéasawhere we believe such coverage is
warranted, in each case with limits of liabilityattwe deem adequate. Similarly, we are insurechagtie risk of direct physical damage in
amounts we believe to be adequate to reimbursenus replacement basis, for costs incurred to repaebuild each hotel, including loss of
rental income during the reconstruction period. Meee selected policy specifications and insureddimhich we believe to be appropriate gi
the relative risk of loss, the cost of coverage iaddstry practice. We do not carry insurance femegally uninsured losses, including, but not
limited to, losses caused by riots, war or actSad. We believe our hotels are adequately insured.

Employees

As of December 31, 2014, we had 36 employees. Wbonar employees are covered by collective barggimigreements. Our third-party
managers are responsible for hiring and maintaittiedabor force at each of our hotels. Althoughdeenot manage employees at our hotels
are still subject to the many costs and risks galyesissociated with the hotel labor force. We doadirelations with the employees of these third
party managers are good. For a discussion of tiedes@onships, see “Part I—Item 1A. Risk Factors-skRiRelated to Our Business and
Industry—We are subject to risks associated wigheimployment of hotel personnel, particularly withels that employ unionized labor, which
could increase our operating costs, reduce théfliy of our hotel managers to adjust the sizehef workforce at our hotels and could
materially and adversely affect our revenues anfitpbility.”
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Employees at certain of our third-party manageeélsatre covered by collective bargaining agreenthatsare subject to review and
renewal on a regular basis. For a discussion skthelationships, see “Part I-Item 1A. Risk FactdRisks Related to Our Business and Indu
— We are subject to risks associated with the enrmpéoyt of hotel personnel, particularly with hotddattemploy unionized labor, which could
increase our operating costs, reduce the flexpilitour hotel managers to adjust the size of thekforce at our hotels and could materially and
adversely affect our revenues and profitability.”

Our Structure and Reorganization Transactions
Our History

We were formed as a Delaware corporation in 200¥ vakolly-owned subsidiary of Inland American. Sedpsently, we changed our name
from Inland American Lodging Group, Inc. to IA Lddg Group, Inc. and converted to a Maryland corporain 2014. On August 5, 2014, we
changed our name to Xenia Hotels & Resorts, Inc.

Our operating partnership was formed as a Nortlol@ar limited partnership in 1994. Our wholly-owngabsidiary is the sole general
partner of our operating partnership, and we consuigstantially all of our business through ourratieg partnership. We own 100% of the
units of limited partnership (or “OP Units”) in oaperating partnership. On September 17, 2014ppearating partnership was converted to a
Delaware limited partnership and changed its naméHR LP.

Prior to the internal reorganization transactioesatibed below, we owned all of our hotels andateif our TRS lessees, and our
remaining TRS lessees were owned by subsidiarigdarfd American other than us. Prior to the inééneorganization transactions described
below and the sale of 52 suburban select servitdhfthe “Suburban Select Service Portfolio”), also owned all of the Suburban Select
Service Portfolio and subsidiaries leasing certaitels in the Suburban Select Service Portfolid, the remaining subsidiaries leasing the
Suburban Select Service Portfolio were owned bgislidries of Inland American other than us.

The Suburban Select Service Portfolio was sold ovelber 17, 2014 to unaffiliated third party puissra for approximately $1.1 billion,
resulting in net proceeds to Inland American ofragjnately $480 million after prepayment of certaidebtedness and related costs. None of
the proceeds from the sale of the Suburban Seégeic® Portfolio were retained by Xenia. Pursuarthe terms of the Separation and
Distribution Agreement we entered into with Inlatuherican in connection with the Distribution (th&éparation and Distribution Agreement”),
we have agreed to assume the first $8 millionaddilities (including any related fees and expenses)rred following the distribution relating 1
arising out of or resulting from the ownership, i®n or sale of the Suburban Select Service &larthnd that relate to, arise out of or result
from a claim or demand that is made against Xenlaland American by any person who is not a partgn affiliate of a party to the Separation
and Distribution Agreement, other than liabilitessing from the breach or alleged breach by Inlangerican of certain fundamental
representations made by Inland American to thel fhérty purchasers of the Suburban Select Serdig#oko. We have also agreed to assume
and indemnify Inland American for certain tax li@i®s attributable to the Suburban Select SerfAogfolio. As part of our working capital at
the time of the Distribution, Inland American lef with cash estimated to be sufficient to satsfyh tax obligations. The hotels included in the
Suburban Select Service Portfolio were not retamedenia because such hotels do not generalyitfitin our investment criteria of investing
in premium full service, lifestyle and urban upgchbtels, with a focus on the Top 25 Markets a$ agekey leisure destinations in the United
States. In selecting the hotels to retain in outfplo, we also took into consideration factoresas supply growth dynamics in various marl
RevPAR and risk-adjusted return potential. We atsid one hotel on May 30, 2014, one hotel on Aug8s2014 and one hotel on
December 31, 2014.
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Our Corporate Reorganization

On February 3, 2015, we were spun off from Inlamdetican when it distributed to its stockholders share of our common stock for
every eight shares in Inland American common st@eckFebruary 4, 2015, we became a stand-aloneichutsthded company when our
common stock began trading on the NYSE under tketisymbol “XHR.”

Prior to our separation from Inland American, wieetuated certain reorganization transactions whiete designed to: consolidate the
ownership of our hotels into our operating parthgrsconsolidate our TRS lessees into our TRS]ifatg our separation from Inland American
and the distribution; and enable us to qualify &E4T for U.S. federal income tax purposes begigniith our short taxable year that
commenced on January 5, 2015.

The significant elements of our Reorganization $eaions included:

» The company was renamed and converted to a Marglanubration
»  Our operating partnership was renamed and convartadelaware limited partnersh
» Certain of our TRS lessees were transferred fraubaidiary of Inland American into our TR

» Certain subsidiaries owning our hotels were transteto our operating partnership from other subsigs of ours, which subsidiari
were transferred to subsidiaries of Inland Americtrer than us

» We classified and designated 125 shares of Serkeeferred Stock and issued 125 shares to 125idudivinvestors

*  Weissued 113,396,997 shares of our common stochaind American pursuant to a stock dividend etfated prior to th
Distribution; anc

» Certain subsidiaries that previously owned or ldake Suburban Select Service Portfolio or othéelegreviously owned by
were transferred out of our operating partnership@ur TRS and into subsidiaries of Inland Americ
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The following chart shows our structure followirgtReorganization Transactions, the sale of thei®aln Select Service Portfolio and
the Distribution.

Post-Separation and Distribution
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Our Tax Status

We intend to elect to be taxed as a REIT undeCthae for U.S. federal income tax purposes, beggwiith our short taxable year that
commenced on January 5, 2015. We believe that we lbeen organized and will operate in a mannentiiballow us to qualify as a REIT for
U.S. federal income tax purposes commencing with short taxable year, and we intend to continwgaijng in such a manner. To qualify for
REIT status, we must meet a number of organizatema operational requirements, including a requést that we annually distribute to our
stockholders at least 90% of our REIT taxable inepdetermined without regard to the dividends pigduction and excluding any net capital
gains.

We conduct our business through a traditional uitgbpartnership real estate investment trust, oRBH, in which our hotels are
indirectly owned by our operating partnership, thylo subsidiary limited partnerships, limited liglyilcompanies or other legal entities. We own
and control 100% of the sole general partner ofomarating partnership and own, directly or indigecd00% of the OP Units in our operating
partnership. In the future, we may issue commapreferred units in our operating partnership frametto time in connection with acquisitions
of hotels or for financing, compensation or otheasons.

In order for the income from our hotel operatiomgdnstitute “rents from real property” for purpssd the gross income tests required for
REIT qualification, we cannot directly or indirecthperate any of our hotels. Accordingly, we leaaeh of our hotels, and intend to lease any
hotels we acquire in the future, to our TRS less&ssequired for our qualification as a REIT, RS lessees have engaged third-party hotel
management

13



Table of Contents

companies to manage our hotels on market termsTRS8rlessees pay rent to us that we intend to ase&ents from real property”. Our TRS,
which will own our TRS lessees, is subject to UeBleral, state and local income taxes applicabt®tporations.

Restrictions on Ownership and Transfer of Our Stock

Our charter authorizes our directors to take sutibras as are necessary or appropriate to enalequelify as a REIT. Furthermore, our
charter prohibits any person from actually or cargdtvely owning more than 9.8% in value or in nienbf shares, whichever is more restrict
of the outstanding shares of any class or seriesiofapital stock. Our board of directors, instde discretion, may exempt (prospectively or
retroactively) a person from the ownership limitsdrtain conditions are satisfied. However, ouadoof directors may not grant an exemption
from the ownership limits to any proposed transfesaose ownership, direct or indirect, in exces8.8% of the value or number of outstanding
shares of any class or series of our capital stamkd jeopardize our status as a REIT. Theseetstrs on transferability and ownership will 1
apply if our board of directors determines thas o longer in our best interests to continueualify as a REIT or that compliance with such
restrictions is no longer required for us to quadi§ a REIT. The ownership limits may delay or iogea transaction or a change of control that
might be in your best interest.

JOBS Act

As a company with less than $1.0 billion in revedueng our last fiscal year, we qualify as an “egireg growth company,” as defined in
the Jumpstart Our Business Startups Act (the “JB&Y. Section 107 of the JOBS Act provides thatemmerging growth company can take
advantage of the extended transition period pravideSection 7(a)(2)(B) of the Securities Act, fmmplying with new or revised accounting
standards. Thus, an emerging growth company cay tle¢ adoption of certain accounting standards thiwise standards would otherwise af
to private companies. However, we are choosingp 6ut” of such extended transition period, and assult, we will comply with new or
revised accounting standards on the relevant dateghich adoption of such standards is requirech@r-emerging growth companies.

Section 107 of the JOBS Act provides that our degito opt out of the extended transition perioddomplying with new or revised accounting
standards is irrevocable.

An emerging growth company may also take advandégeduced reporting requirements that are otheragplicable to public
companies. These provisions include, but are nutdd to:

* not being required to comply with the auditor atéen requirements of Section 404 of the Sark-Oxley Act of 2002, as amend:
(the“Sarbane-Oxley Act’);

» reduced disclosure obligations regarding executdrapensation in our periodic reports, proxy stat@mand registration statemer
and

« exemptions from the requirements of holding a nedibig advisory vote on executive compensation &amcklolder approval of ar
golden parachute payments not previously apprc

We may take advantage of these provisions untit@ase to be an emerging growth company. We willeimeral, qualify as an emerging
growth company until the earliest of (a) the lasg df our fiscal year following the fifth annivergeof the date of our separation from Inland
American; (b) the last day of our fiscal year iniethwe have an annual gross revenue of $1.0 bitiomore; (c) the date on which we have,
during the previous three-year period, issued rttaag $1.0 billion in non-convertible debt; and {{dg date on which we are deemed to be a
“large accelerated filer” as defined in Rule 12br2ler the Securities and Exchange Act of 1934“Eehange Act”), which would occur at
such time as we (1) have an aggregate worldwid&ehsalue of common equity securities held by nffitistes of $700 million or more as of
the last business day of our most recently comghlsdeond fiscal quarter, (2) have been requirditetannual and quarterly reports under the
Exchange Act for a period of at least 12 months(@hdhave filed at least one annual report purstatiie Exchange Act.

14



Table of Contents

As a result of our status as an emerging growthpamy, the information that we provide to our stagklers may be different than you
might receive from other public reporting companrewhich you hold equity interests.

Where You Can Find More Information

Our principal executive offices are located at 30@range Avenue, Suite 1200, Orlando, Floridap328nd our telephone number is
(407) 317-6950. We maintain a website at www.xaiiarom. We make available free of charge through our vtelosir Annual Reports on
Form 10-K, Quarterly Reports on Form 10-Q, CurfReports on Form 8-K, all amendments to those regortl other filings as soon as
reasonably practicable after such material is edaatally filed with or furnished to the SEC, arld@amake available on our website the charters
for the audit, compensation and nominating andaate governance committees of our board of direcod our Code of Ethics and Business
Conduct, as well as our Corporate Governance GoatelCopies in print of these documents are aailapon request to our secretary at the
address indicated on the cover of this Annual Repday may also use our website as a distributi@noel of material company information.
Financial and other important information regarding Company is routinely accessible through aredgabon the “Investor Relations” page of
our website. In addition, you may automaticallyaige email alerts and other information about tbenany when you enroll your email
address by visiting the “Investor Relations” pafeur website. The information on our website i$ @a@art of, nor is it incorporated by
reference into, this Annual Report.

Copies of any materials that we have filed with #t&C can be viewed at the SEC’s Public ReferencerRat 100 F Street NE, Washington, DC
20549. Information regarding the operations ofRlublic Reference Room can be obtained from the I3E€alling the SEC at 1-800-SEC-0330.
Additionally, the SEC maintains a website that eom reports, proxy and other information that \weéehfiled with the SEC. The SEC website
can be found at http://www.sec.gov
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Item 1A. Risk Factors

In addition to the other information set forth nist Annual Report, you should consider carefully tisks and uncertainties described below,
which could materially adversely affect our busg)dmancial condition, results of operations aadtcflows.

Risks Related to Our Business and Industry

Our ability to make distributions to our stockholdemay be adversely affected by various operatiisgs common to the lodging industry,
including competition, over-building and dependenoa business travel and tourism.

We own hotels which have different economic chamégtics than many other real estate assets. &dypffice property, for example, has long-

term leases with third-party tenants, which prosideelatively stable long-term stream of reveimaels, on the other hand, generate revenue
from guests that typically stay at the hotel folyanfew nights, which causes the room rate andipaccy levels at each of our hotels to change
every day, and results in earnings that can bdyhighatile.

In addition, our hotels will be subject to variaygerating risks common to the lodging industry, ynafiwhich are beyond our control, includi
among others, the following:

» changes in general economic conditions, includigseverity and duration of any downturn in the.ldrSylobal economy ar
financial markets

» war, political conditions or civil unrest, terrdrictivities or threats and heightened travel dgcoreasures instituted in response
these event:

» outbreaks of pandemic or contagious diseases,asinbrovirus, avian flu, severe acute respiratpnglome (SARS), HIN1 (swir
flu) and Ebola

» natural or ma-made disasters, such as earthquakes, like thendwepa, California that impacted two of our lodgprgperties oi
August 24, 2014, tsunamis, tornados, hurrican@hagns, floods, oil spills and nuclear incide!

» delayed delivery or any material reduction or pngled interruption of public utilities and services;luding water and electr
power;

» decreased corporate or government t-related budgets and spending and cancellationstrdéf or renegotiations of gro
business

» decreased need for busir-related travel due to innovations in busit-related technology
* low consumer confidence, high levels of unemployneerepressed real estate pric
» competition from other hotels in the markets in ethive operate

« overbuilding of hotels in the markets in which we ogeravhich results in increased supply and will adely affect occupancy at
revenues at our hotel

» requirements for periodic capital reinvestmenteqoair and upgrade hote
* increases in operating costs due to inflation ghdrdfactors that may not be offset by increasedreates
« change in interest rates and the availability, eost terms of financing

» the financial condition and general business candif the airline, automotive and other transposti-related industries and i
impact on travel

» decreased airline capacities and ro.

» 0il prices and travel cost
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» statements, actions or interventions by governnheffiaials related to travel and corporate tr-related activities and the resulti
negative public perception of such travel and &@#; and

» risks generally associated with the ownership e¢lscand real estate, as we discuss in detail bt

These factors, and the reputational repercussibtiese factors, can adversely affect, and frone tioltime have adversely affected, individual
hotels, particular regions and our business, filgugondition, results of operations and our apild make distributions to our stockholders.

The lodging industry is highly cyclical in naturegnd we cannot assure you how long the growth peragddhe current lodging cycle will last.

Due to its close link with the performance of tlengral economy, and, specifically, growth in U.®FGthe lodging industry is highly cyclical

in nature. Demand for products and services pravigethe lodging industry generally trails improvamhin economic conditions, but since 2
the lodging industry has recovered faster and ggothan the U.S. economy generally. There carokassurance of either any further increa:
demand for hotel rooms from current levels or eftiiming or extent of any such demand growth. thead weakens, our operating results and
profitability could be adversely affected. Though have seen sustained improvement in economicnalgtry fundamentals, we cannot assure
you that these conditions will continue to imprarehat the recovery will remain sustainable. Woisg of the U.S. economy, if experienc
would likely have an adverse impact on the occupaABDR and RevPAR of our hotels, and would therefadversely impact our results of
operations and financial condition. In additionaimeconomic downturn, luxury, upper upscale arstaip hotels may be more susceptible to a
decrease in revenue, as compared to hotels in cditegories that have lower room rates.

In addition to general economic conditions, newehotom supply is an important factor that caneftee lodging industry’s performance and
overbuilding has the potential to further exacezlihe negative impact of an economic downturn. Roaes and occupancy, and thus RevPAR,
tend to increase when demand growth exceeds sgpphth. Although we believe that lodging demandvgtowill exceed lodging supply
growth in 2015 and for the next several years,ssum@ances can be made that this will be achieveddéction or slowdown in growth of

lodging demand or increased growth in lodging syigpluld result in returns that are substantiallpteexpectations or result in losses, which
could materially and adversely affect our reveraras profitability as well as limit or slow our fuigrowth.

The seasonality of the lodging industry is expectedcause quarterly fluctuations in our revenues.

The lodging industry is seasonal in nature, whigh loe expected to cause quarterly fluctuationsiirhotel room revenues, occupancy levels,
room rates, operating expenses and cash flowsg@arterly earnings may be adversely affected bipfaoutside our control, including timing

of holidays, weather conditions and poor economitdrs in certain markets in which we operate. @éwods during which our hotels

experience higher or lower levels of demand vasynfproperty to property and depend upon locatigre of property and competitive mix

within the specific location. Based on historicedults, we generally expect our revenue to be lawtre first quarter. This seasonality can be
expected to cause periodic fluctuations in a hetelom revenues, occupancy levels, room rates pachting expenses. We can provide no
assurances that our cash flows will be sufficiertffset any shortfalls that occur as a resulheke fluctuations. As a result, we may have to
enter into short-term borrowings in certain quariarorder to make distributions to our stockhadd@nd we can provide no assurances that sucl
borrowings will be available on favorable termstifall. Consequently, volatility in our financiaérformance resulting from the seasonality of
the lodging industry could adversely affect ougfinial condition and results of operations.

We operate in a highly competitive industry.

The lodging industry is highly competitive. Our &lstcompete with other hotels based on a numbkctdrs, including room rates, quality of
accommodations, service levels and amenities,itotatrand affiliation,
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reputation and reservation systems. New hotelslieagonstructed and these additions to supply createcompetitors, in some cases without
corresponding increases in demand for hotel ro&os1e of our competitors also have greater finamgidlmarketing resources than we do,
which could allow them to reduce their rates, offerater convenience, services or amenities, lngd hotels in direct competition with our
existing hotels, improve their properties, expand improve their marketing efforts, all of whichutd adversely affect the ability of our hotels
to attract prospective guests and materially ane@ely affect our revenues and profitability adae limit or slow our future growth.

We also compete for hotel acquisitions with ergitigat have similar investment objectives as weTtiis competition could limit the number of
suitable investment opportunities offered to usadly also increase the bargaining power of propastyers seeking to sell to us, making it more
difficult for us to acquire new properties on aitree terms or on the terms contemplated in ouimass plan.

There are inherent risks with investments in readtate, including the relative liquidity of such imstments.

Investments in real estate are subject to varyeggekes of risk. For example, an investment inestdte cannot generally be quickly sold, ant
cannot predict whether we will be able to sell Aotel we desire to for the price or on the termidgais or acceptable to us, or the length of
needed to find a willing purchaser and to closestile of the hotel. Moreover, the Code imposesictishs on a REIT’s ability to dispose of
properties that are not applicable to other tygeea estate companies. In particular, the taxslapplicable to REITs require that we hold our
hotels for investment, rather than primarily folesia the ordinary course of business, which mayseaus to forego or defer sales of hotels that
otherwise would be in our best interests. Therefeweemay not be able to vary our portfolio promptlyesponse to changing economic, finar
and investment conditions and dispose of assetspatrtune times or on favorable terms, which mayeeskly affect our cash flows and our
ability to make distributions to stockholders.

In addition, our ability to dispose of some of dwatels could be constrained by their tax attributéstels that we own for a significant period of
time or that we acquire through tax-deferred cbotion transactions in exchange for OP Units inaperating partnership may have low tax
bases. If we dispose of these hotels outrightxalike transactions, we may be required to disteiltie taxable gain to our stockholders unde
requirements of the Code applicable to REITs graptax on that gain, either of which, in turn, Wbimpact our cash flow and increase our
leverage. In some cases, we may be restricteddisposing of properties contributed to us in therfe in exchange for our OP Units under tax
protection agreements with contributors unlessneari additional costs related to indemnifying thosetributors. To dispose of low basis or
tax-protected hotels efficiently, we may from titeetime use like-kind exchanges, which qualify fi@n-recognition of taxable gain, but can be
difficult to consummate and result in the hotelidrich the disposed assets are exchanged inhettit@iglow tax bases and other tax attributes.

Investments in real estate also are subject torae\ehanges in general economic conditions. Ambedactors that could impact our hotels and
the value of an investment in us are:

» risks associated with the possibility that costéases will outpace revenue increases and thagiaevtent of an economic slowdov
the high proportion of fixed costs will make itfiiilt to reduce costs to the extent required fsaifdeclining revenue

» changes in tax laws and property taxes, or anaseré the assessed valuation of a property fbestate tax purpose

» adverse changes in the federal, state or local #amslgegulations applicable to us, including thaffecting zoning, fuel and ener
consumption, water and environmental restrictiamsl the related costs of complian

» changing market demographi

» an inability to acquire and finance real estatet@ssn favorable terms, if at ¢
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» the ongoing need for owner funded capital improvaeismiand expenditures to maintain or upgrade hc
» fluctuations in real estate values or potentialampents in the value of our asse
» acts of God, such as earthquakes, floods or othiesured losses; ar

» changes in interest rates and availability, codttarms of financing

We are dependent on the performance of the thirdtgdnotel management companies that manage the aiens of each of our hotels and
could be materially and adversely affected if sutlird-party managers do not properly manage our kit or otherwise act in our best
interests.

In order for us to qualify as a REIT, third partiesst operate our hotels. We lease each of outshioteur TRS lessees. Our TRS lessees, in
turn, have entered into management agreementshirithparty management companies to operate oethdWe could be materially and
adversely affected if any of our third-party manadail to provide quality services and amenitfad,to maintain a quality brand name or
otherwise fail to manage our hotels in our besriggt, and can be financially responsible for ttt®as and inactions of our thigghrty manage!
pursuant to our management agreements. In additisrhotel managers or their affiliates may managd,in some cases may own, may have
invested in or may have provided credit suppodp®rating guarantees to hotels that compete witthotels, any of which could result in
conflicts of interest. As a result, our hotel magragmay make decisions regarding competing lodziaiities that are not in our best interests.
From time to time, disputes may arise between dsoan third-party managers regarding their perfarcesor compliance with the terms of the
hotel management agreements, which in turn couldradly affect our results of operations. If we amable to reach satisfactory results through
discussions and negotiations, we may choose tdrtatenour management agreement, litigate the dismusubmit the matter to third-party
dispute resolution, the outcome of which may bewvarfable to us.

Under the terms of the hotel management agreermmmtspility to participate in operating decisioagarding our hotels is limited to certain
matters, including approval of the annual operatindget, and we do not have the authority to regaiy hotel to be operated in a particular
manner. While our TRS lessees closely monitor #réopmance of our third-party managers, our germex@urse under most of the hotel
management agreements is limited to terminatiouifthird-party managers are not performing adeziyafor example, in many of our hotel
management agreements, we have a right to termanatagement agreement if the third-party marfagsito achieve certain hotel
performance criteria measured over any two consecfiscal years, as outlined in the applicable aggament agreement. However, even if a
third-party manager fails to perform under the ®ohits respective management agreement, it gignbeess the option to avoid a performance
termination by paying a performance deficit fespacified in the applicable management agreement.

In the event that we terminate any of our manage¢mgreements, we can provide no assurances thedwle find a replacement manager or
any replacement manager will be successful in dipgraur hotels. In addition, many of our existiingnchise agreements provide the franchisor
with a right of first offer in the event of certasales or transfers of a hotel and provide thafrérechisor has the right to approve any change in
the hotel management company engaged to managetidelf any of the foregoing were to occur, iutmaterially and adversely affect us.

Restrictive covenants in certain of our hotel marergent and franchise agreements contain provisiomsifing or restricting the sale of ou
hotels, which could materially and adversely affenir profitability.

Hotel management and franchise agreements typicatitain restrictive covenants that limit or reftaur ability to sell a hotel without the
consent of the hotel management company or framchi$any of our franchise agreements provide thadhisor with a right of first offer in the
event of certain sales or transfers of a hotel@nglide that the franchisor has the right to appramry change in the hotel management company
engaged to
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manage the hotel. Generally, we may not agreellfdesese or otherwise transfer particular hotelkess the transferee executes a new agreemer
or assumes the related hotel management and feenabieements. If the hotel management compamgrmifisor does not consent to the sa
our hotels, we may be prohibited from taking actitimat would otherwise be in our and our stockhsld@est interests.

Contractual and other disagreements with or invatgi third-party hotel management companies and franchisorsiicomake us liable to ther
or result in litigation costs or other expenses.

Our management and franchise agreements requineduthirdparty hotel managers and franchisors to comply wjitrational and performan
conditions that are subject to interpretation amdd result in disagreements. At any given time may be in disputes with one or more hotel
management company or franchisor. Any such dispauiéd be very expensive for us, even if the outcsndtimately in our favor. We cannot
predict the outcome of any arbitration or litigatithe effect of any negative judgment againstrub®amount of any settlement that we may
enter into with any third-party. In the event watienate a management or franchise agreement eadlyh@ manager or franchisor considers
such termination to have been wrongful, they mak slamages. Additionally, we may be required t@indify our third-party hotel managers
and franchisors against disputes with third parfiessuant to our management and franchise agréenfenadverse result in any of these
proceedings could materially and adversely affectrevenues and profitability.

If we are unable to maintain good relationships withird-party hotel managers and franchisors, profitabilicould decrease and our growth
potential may be adversely affecte

The success of our respective hotel investmentsrendalue of our franchised properties largelyatebon our ability to establish and maintain
good relationships with the third-party hotel magragand franchisors of our respective hotel manageand franchise agreements. If we are
unable to maintain good relationships with thirdtpd&otel managers and franchisors, we may be ertabienew existing management or
franchise agreements or expand relationships Wwémt Additionally, opportunities for developing neslationships with additional third-party
managers or franchisors may be adversely affegtad, in turn, could have an adverse effect onresults of operations and our ability to
execute our growth strategy.

Costs associated with, or failure to maintain, brduoperating standards may materially and adversatfect our results of operations and
profitability.

Under the terms of our franchise agreements andicef our management agreements, we are requanetet specified operating standards
and other terms and conditions and compliance suitth standards may be costly. We expect that ancffiisors will periodically inspect our
hotels to ensure that we and the hotel managememanies follow brand standards. Failure by ugngrhotel management company that we
engage, to maintain these standards or other @mohsonditions could result in a franchise licelnsimg canceled or the franchisor requiring us
to undertake a costly property improvement progiéia franchise license is terminated due to oiluffa to make required improvements or to
otherwise comply with its terms, we also may bblégo the franchisor for a termination paymentjchitwill vary by franchisor and by hotel. If
the funds required to maintain brand operatingdsteds are significant, or if a franchise licensgeisninated, it could materially and adversely
affect our results of operations and profitability.

If we were to lose a brand license at one or mof@or hotels, the value of the affected hotels cdwecline significantly and we could inct
significant costs to obtain new franchise licenseghich could materially and adversely affect ouradts of operations and profitability as w
as limit or slow our future growth.

If we were to lose a brand license, the underlyialge of a particular hotel could decline signifitg from the loss of associated name
recognition, marketing support, participation iregtiloyalty programs and the centralized resematystem provided by the franchisor or brand
manager, which could require us to recognize araimgent on the hotel. Furthermore, the loss ofadhise license at a particular hotel could
harm our
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relationship with the franchisor or brand managérich could impede our ability to operate otheref®under the same brand, limit our ability
obtain new franchise licenses or brand managenggaements from the franchisor or brand in the gitur favorable terms, or at all, and cause
us to incur significant costs to obtain a new frase license or brand management agreement farattieular hotel. Accordingly, if we lose one
or more franchise licenses or brand managementiaugn, it could materially and adversely affect maults of operations and profitability as
well as limit or slow our future growth.

A substantial number of our hotels operate undeetMarriott, Hilton or Hyatt brand families; therefee, we are subject to risks associal
with concentrating our portfolio in three brand faities.

In our portfolio, 37 of the 46 hotels that we ovandad the date of this Annual Report utilize brapdsed by Marriott, Hilton or Hyatt. As a

result, our success is dependent in part on thiénc@d success of Marriott, Hilton and Hyatt anélitlespective brands. We believe that
building brand value is critical to increase demand build customer loyalty. Consequently, if mamrezognition or the positive perception of
Marriott, Hilton and/or Hyatt is reduced or compiieed, the goodwill associated with the Marriottitdh- and Hyatt-branded hotels in our
portfolio may be adversely affected. Furthermdreur relationship with Marriott, Hilton and/or Hitavere to deteriorate or terminate as a result
of disputes regarding the management of our hotdigr other reasons, Marriott, Hilton and/or Hyattuld, under certain circumstances,
terminate our current franchise licenses with tleerdecline to provide franchise licenses for hotieé we may acquire in the future. If any of
the foregoing were to occur, it could materiallyladversely affect our results of operations amditability as well as limit or slow our future
growth and impair our ability to compete effectiuel

We have a concentration of hotels in Texas and @alnia, which exposes our business to the effedtsegional events and occurrences.

We have a concentration of hotels in Texas and@ala. Specifically, as of December 31, 2014, agpnately 43% of rooms in our system
were located in Texas and California. The concéintraf hotels in a region may expose us to ridkadverse economic developments that are
greater than if our portfolio were more geograplhyadiverse. These economic developments includgeral economic downturns, significant
increases in the number of our competitors’ hatethese markets and potentially higher local prgpeales and income taxes in the geographic
markets in which we are concentrated. In additiam,hotels are subject to the effects of adverteamature, such as winter storms, hail stc
strong winds, earthquakes and tornados, which imathe past caused damage such as flooding andadhgge to our hotels in specific
geographic locations, including in the Texas antf@aia markets. Depending on the severity of thasts of nature, the damage to our hotels
could require closure of all or substantially dlbar hotels in one or more markets for a periotiroé while the necessary repairs and
renovations, as applicable, are undertaken. Additip, we cannot assure you that the amount ofitame, windstorm, earthquake, flood or ot
casualty insurance maintained for these hotels fiora to time would entirely cover damages causedry such event.

As a result of this geographic concentration oelmtwe will face a greater risk of a negative istgan our revenues in the event these areas are
more severely impacted by adverse economic and etitmp conditions and extreme weather than otheasin the United States.

The departure of any of our key personnel who hasignificant experience and relationships in the Igithg industry could materially and
adversely impede or impair our ability to compeftéeetively and limit future growth prospects.

We depend on the experience and relationshipsragenior management team to manage our day-to{genations and strategic business
direction. Our senior management team has an ex¢éenstwork of lodging industry contacts and relaships, including relationships with

global and national hotel brands, hotel ownersrfaiers, operators, commercial real estate brollexglopers and management companies. We
can provide no assurances that any of our key peesavill continue their employment with us. Thedmf services of our
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senior management team, or any difficulty attrarand retaining other talented and experiencedpaes, could adversely affect our ability to
source potential investment opportunities, ourti@haship with global and national hotel brands atiter industry participants and the execution
of our business strategy. Further, such a lossldmihegatively perceived in the capital marketgctwvcould reduce the market value of our
common stock.

Our long-term growth depends in part on successfuliientifying and consummating acquisitions of adidnal hotels and the failure to make
such acquisitions could materially impede our grdw

A key element of our business strategy is to inireptemium full service, lifestyle and urban ugdsdaotels, with a focus on the Top 25 Markets
and key leisure destinations in the U.S. We cawmigeono assurances that we will be successfulantifying attractive hotels or that, once
identified, we will be successful in consummatimgaaquisition. We face significant competition &ttractive investment opportunities from
other well-capitalized investors, some of whichdgveater financial resources and a greater atzeebt and equity capital to acquire hotels
than we do. This competition increases as invedfiriemmeal estate become increasingly attractilaive to other forms of investment. As a
result of such competition, we may be unable taimegertain hotels that we deem attractive ompilwehase price may be significantly elevated
or other terms may be substantially more onerguadtition, we expect to finance future acquissitirough a combination of borrowings
under a revolving credit facility that we anticipatill be in place concurrently with the completiofithe separation, the use of retained cash
flows, and offerings of equity and debt securitigbich may not be available on advantageous tevmes, all. Any delay or failure on our part to
identify, negotiate, finance on favorable termg)stanmate and integrate such acquisitions couldriabiyempede our growth.

Our acquisition, redevelopment, repositioning, reratgion and re-branding activities are subject tori@us risks, any of which could, among
other things, result in disruptions to our hotel epations, strain management resources and mateyiahd adversely affect our results of
operations and profitability as well as limit or@l our future growth.

We intend to acquire, redevelop, reposition, ret@ead re-brand hotels, subject to the availabilftattractive hotels or projects and our ability
to undertake such activities on satisfactory teimsleciding whether to undertake such activitieswill make certain assumptions regarding
expected future performance of the hotel or projdotvever, newly acquired, redeveloped, renovaegahsitioned or re-branded hotels may fail
to perform as expected and the costs necessarintpduch hotels up to brand standards may exceedxpectations, which may result in the
hotels’ failure to achieve projected returns.

In particular, to the extent that we engage indttivities described above, they could pose tHeviahg risks to our ongoing operations:

* we may abandon such activities and may be unalskctiver expenses already incurred in connectitim exiploring suct
opportunities

e acquired, redeveloped, renovated «branded hotels may not initially be accretive to msults, and we and the hotel manager
companies may not successfully manage newly aajuieaovated, redeveloped, repositioned or re-taedtels to meet our
expectations

* we may be unable to quickly, effectively and e#idly integrate new acquisitions, particularly asgions of portfolios of hotels
into our existing operation

» our redevelopment, repositioning, renovation -branding activities may not be completed on schegduhich could result i
increased debt service and other costs and lowenues; an

* management attention may be diverted by our adoprisredevelopment, repositioning o-branding activities, which in some ca:
may turn out to be less compatible with our grosttiategy than originally anticipate
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The occurrence of any of the foregoing events, anuthers, could materially and adversely affectresults of operations and profitability as
well as limit or slow our future growth.

Any difficulties in obtaining capital necessary toake required periodic capital expenditures and cetation of our hotels could materiall
and adversely affect our financial condition andselts of operations.

Ownership of hotels is a capital intensive busirkasrequires significant capital expendituresperate, maintain and renovate properties.
Access to the capital that we need to maintainrandvate existing properties and to acquire neypgmtées is critical to the continued growth of
our business and revenues and to remain competftieenay not be able to fund capital improvemeotfir existing hotels or acquisitions of
new hotels solely from cash provided from our opiegaactivities because we must distribute annuatieast 90% of our REIT taxable income
to qualify as a REIT and we are subject to taxmnratained income and gains. As a result, ouitgld fund capital expenditures, acquisitions
or hotel redevelopment through retained earningg lmearestricted. Consequently, we may have to diawn on our revolving credit facility or
rely upon the availability of debt or equity capitafund capital improvements and acquisitionsr &hility to access additional capital could :
be limited by the terms of our unsecured revolhdredit facility, which restricts our ability to inc debt under certain circumstances.

If we are forced to spend larger amounts of casim foperating activities than anticipated to openai@ntain or renovate existing properties,
then our ability to use cash for other purposeduting acquisitions of new properties, could lpeiteéd and our profits could be reduced.
Similarly, if we cannot access the capital we rieefdind our operations or implement our growthtefggt, we may need to postpone or cancel
planned renovations or acquisitions, which coulgamour ability to compete effectively and harnr business.

Many real estate costs and certain hotel operatsusts are fixed, even if revenue from our hotelsdsases

Many costs, such as real estate taxes, insurapogpns, maintenance costs and certain hotel opgretists generally are more fixed than
variable and as a result, are not reduced even wietel is not fully occupied, room rates decreasather circumstances cause a reduction in
revenues. Thus, our profits are generally moreifsigmtly affected by economic downturns and dexdiin revenues. If we are unable to offset
these costs with sufficient revenues across oufghiar, it could materially and adversely affectraasults of operations and profitability.

Operating expenses may increase in the future, whitay cause our cash flow and our operating resutisdecrease.

Operating expenses, such as expenses for fudigstilabor, employee benefits, building matereisl insurance are not fixed and may increase
in the future. Any increases would cause our ckst &nd our operating results to decrease. If vweeuaable to offset these decreases with
sufficient revenues across our portfolio, our &piido pay distributions could be materially and axcbely affected.

The land underlying six of our hotels and meetingdilities is subject to a ground lease; if we amhd to be in breach of a ground lease or
are unable to renew a ground lease, we could beeriatly and adversely affected.

We lease the land underlying six of our hotels muegting facilities from third parties. Five of tledsotels are subject to ground leases that covel
all of the land underlying the respective hotel] &me sixth is subject to a ground lease that agortion of the land. Accordingly, we only

own a long-term leasehold or similar interest lroala portion of these six hotels. The averageaiaing term of the ground leases, assuming no
renewal options are exercised, is approximatelyetss. Assuming all renewal options are exercisedaverage remaining term is 60 years. If
we are found to be in breach of a ground leasesoutl lose the right to use the hotel. In additiomless we can purchase a fee interest in the
underlying land and improvements or extend the sesfrihese leases before their expiration, as fohwio assurance can be given, we will lose
our right to
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operate these properties and our interest in tipeavements upon expiration of the leases. Ourtghdiexercise any extension options relating
to our ground leases is subject to the conditian we are not in default under the terms of theigddease at the time that we exercise such
options, and we can provide no assurances thatileenable to exercise any available options ahgdime. Furthermore, we can provide no
assurances that we will be able to renew any gréessk upon its expiration. If we were to losertgbt to use a hotel due to a breach or non-
renewal of the ground lease, we would be unabtietive income from such hotel, which could adversélect us.

We will not recognize any increase in the valuetbé land or improvements subject to our ground leasand may only receive a portion of
compensation paid in any eminent domain proceedimigh respect to the hotel.

Unless we purchase a fee interest in the landraptbivements subject to our ground leases, we wilhave any economic interest in the lan
improvements at the expiration of our ground leasestherefore we will not share in any increaseaine of the land or improvements beyond
the term of a ground lease, notwithstanding ouitabputlay to purchase our interest in the hotduad improvements thereon, and will lose
right to use the hotel. Furthermore, if the statéederal government seizes a hotel subject toargt lease under its eminent domain power, we
may only be entitled to a portion of any compemsatiwarded for the seizure.

We are subject to risks associated with the emplegtrof hotel personnel, particularly with hotels &h employ unionized labor, which could
increase our operating costs, reduce the flexilyilaf our hotel managers to adjust the size of therlforce at our hotels and could materially
and adversely affect our revenues and profitability

We have entered into management agreements withgaity hotel managers to operate our hotels. Owl hednagers are responsible for hi
and maintaining the labor force at each of ourlsofdthough we do not directly employ or manageptayees at our hotels, we are subject to
many of the costs and risks generally associatédtive hotel labor force. Increased labor coststddactors like additional taxes or
requirements to incur additional employee benefitss, including the requirements of the AffordaBére Act, may adversely impact our
operating costs. Labor costs can be particulaiehging at those of our hotels with unionizedlatand additional hotels may be subject to
new collective bargaining agreements in the future.

From time to time, strikes, lockouts, public demaatsons or other negative actions and publicityrd&rupt hotel operations at any of our
hotels, negatively impact our reputation or theutafjon of our brands, or harm relationships wihth tabor forces at our hotels. We also may
incur increased legal costs and indirect laborscasta result of contract disputes or other evéalditionally, hotels where our managers have
collective bargaining agreements with employeesrayee highly affected by labor force activitiesrt@hers. The resolution of labor disputes or
new or re-negotiated labor contracts could leaddreased labor costs, either by increases in waiglesnefits or by changes in work rules that
raise hotel operating costs. Furthermore, labczeagents may limit the ability of our hotel managerseduce the size of hotel workforces
during an economic downturn because collectivediangg agreements are negotiated between the matghgers and labor unions. We do not
have the ability to control the outcome of thesgatiations.

Uninsured and underinsured losses at our hotels thmaterially and adversely affect our revenues gmabfitability.

We intend to maintain comprehensive insurance oh efour current hotels and any hotels that weimegincluding liability, fire and extended
coverage, of the type and amount we believe at®masily obtained for or by hotel owners. There @peassurances that coverage will be
available at reasonable rates. Various types aftaphic losses, like windstorms, earthquakedlands, losses from foreign terrorist activities
may not be insurable or may not be economicallyrizsle. Even when insurable, these policies mag héyh deductibles and/or high premiu
Lenders may require such insurance. Our failubtain such insurance could constitute a defawleutoan agreements, and/or our lenders
force us to obtain such insurance at unfavoralésyavhich could materially and adversely affeat pofitability and revenues.
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In the event of a substantial loss, our insurameerage may not be sufficient to cover the fulreat market value or replacement cost of our
lost investment. Should an uninsured loss or aitoegcess of insured limits occur, we could loberaa portion of the capital we have invested
in a hotel, as well as the anticipated future rereefnom the hotel. In that event, we might neveeb®remain obligated for any mortgage debt or
other financial obligations related to the hotefldtion, changes in building codes and ordinaneegironmental considerations and other fac
might also keep us from using insurance proceedspiace or renovate a hotel after it has been dathar destroyed. Under those
circumstances, the insurance proceeds we recepyie imé inadequate to restore our economic pogitiothe damaged or destroyed hotel, which
could materially and adversely affect our profitityi

In addition, insurance risks associated with paaéterrorism acts could sharply increase the poemsiwe pay for coverage against property and
casualty claims. With the enactment of the Termriisk Insurance Program Reauthorization Act of2QMited States insurers cannot exclude
conventional, chemical, biological, nuclear andatdn terrorism losses. These insurers must matkertsm insurance available under their
property and casualty insurance policies; howetés legislation does not regulate the pricingwaflsinsurance. In many cases, mortgage
lenders have begun to insist that commercial ptgpmyners purchase coverage against terrorismcasdition of providing mortgage loans.
Such insurance policies may not be available ahaanable cost, which could inhibit our abilityfitance or refinance our hotels. In such
instances, we may be required to provide othenfiig support, either through financial assurareself-insurance, to cover potential losses.
We may not have adequate coverage for such losb&sd) could materially and adversely affect ourerewes and profitability as well as limit or
slow our future growth.

We could incur significant, material costs relateéd government regulation and litigation with respeto environmental matters, which could
materially and adversely affect our revenues anafitability as well as limit or slow our future gnath.

Our hotels are subject to various U.S. federalestad local environmental laws that impose ligpfior contamination. Under these laws,
governmental entities have the authority to requéeas the current owner of a hotel, to performayr for the clean-up of contamination
(including hazardous substances, asbestos and@sioesitaining materials, waste or petroleum pr&gjuat, on, under or emanating from the
hotel and to pay for natural resource damagesgrfsbm such contamination. Such laws often impiadslity without regard to whether the
owner or operator or other responsible party knEwrcaused such contamination, and the liabitiy be joint and several. Because these
also impose liability on persons who owned a priypatrthe time it became contaminated, it is pdesi® could incur cleanup costs or other
environmental liabilities even after we sell hot&sntamination at, on, under or emanating fromhmiels also may expose us to liability to
private parties for costs of remediation and/ospeal injury or property damage. In addition, emwinental laws may create liens on
contaminated sites in favor of the government fonmdges and costs it incurs to address such coratiomnlf contamination is discovered on
our properties, environmental laws also may impesgictions on the manner in which the propeniey be used or businesses may be
operated, and these restrictions may require sulfiedtaxpenditures. Moreover, environmental contetion can affect the value of a property
and, therefore, an owner’s ability to borrow funding the property as collateral or to sell thepprty on favorable terms or at all. Furthermore,
persons who sent waste to a waste disposal fadlitgh as a landfill or an incinerator, may belédbr costs associated with cleanup of that
facility.

In addition, our hotels are subject to various fatjestate, and local environmental, health andtgdédws and regulations that address a wide
variety of issues, including, but not limited ttgrage tanks, air emissions from emergency genstatorm water and wastewater discharges,
lead-based paint, mold and mildew, and waste manexge Some of our hotels routinely handle and agafious or regulated substances and
wastes as part of their operations, which substaand wastes are subject to regulatierg(, swimming pool chemicals). Our hotels incur costs
to comply with these environmental, health andtgdévs and regulations and could be subject tesfiand penalties for non-compliance with
applicable requirements.
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Certain of our hotels contain, and those that veime in the future may contain, or may have comdj asbestos-containing material, or ACM.
Federal, state and local environmental, healthsafety laws require that ACM be properly managetiraaintained, and include requirement
undertake special precautions, such as removdlaiement, if ACM would be disturbed during mainter& renovation or demolition of a
building. Such laws regarding ACM may impose fiaes penalties on building owners, employers andatpes for failure to comply with these
requirements. In addition, third parties may seslovery from owners or operators for personal inagsociated with exposure to asbestos-
containing building materials.

When excessive moisture accumulates in buildingsdsuilding materials, mold growth may occur, aarly if the moisture problem remains
undiscovered or is not addressed over a periodnef Some molds may produce airborne toxins daimts. Indoor air quality issues can also
stem from inadequate ventilation, chemical contatidm from indoor or outdoor sources, and otheldgiical contaminants such as pollen,
viruses and bacteria. Indoor exposure to airbarrias or irritants above certain levels can begalteto cause a variety of adverse health effects
and symptoms, including allergic or other reactigksa result, the presence of significant moldtber airborne contaminants at any of our
hotels could require us to undertake a costly réatied program to contain or remove the mold oeothirborne contaminants from the affected
property or increase indoor ventilation. In additithe presence of significant mold or other aingorontaminants could expose us to liability to
third parties if property damage or personal injocgurs.

Liabilities and costs associated with environmeataitamination at, on, under or emanating frompsaperties, defending against claims rel:
to alleged or actual environmental issues, or cgmglwith environmental, health and safety lawslddae material and could materially and
adversely affect us. We can make no assurancesithages in current laws or regulations or futaves| or regulations will not impose additio
or new material environmental liabilities or thiag tcurrent environmental condition of our hotel8 mot be affected by our operations, the
condition of the properties in the vicinity of duotels, or by third parties unrelated to us. Tresealery of material environmental liabilities at
our properties could subject us to unanticipatgdiicant costs, which could significantly reduaestiminate our profitability and the cash
available for distribution to our stockholders.

Compliance or failure to comply with the Americamgth Disabilities Act and other safety regulatiorsd requirements could result in
substantial costs

Under the Americans with Disabilities Act of 199dathe Accessibility Guidelines promulgated thegmwhich we refer to collectively as the
ADA, all public accommodations must meet variouwefal requirements related to access and use apleispersons. Compliance with the
ADA's requirements could require removal of acdessiers, and non-compliance could result in th&.dovernment imposing fines or in
private litigants winning damages.

Our hotels also are subject to various federate stad local regulatory requirements, such as ataddocal fire and life safety requirements. If
we fail to comply with these requirements, we cdaltlr fines or private damage awards. We do notwkwhether existing requirements will
change or whether compliance with future requiresyarould require significant unanticipated expemdis that would affect our cash flow and
results of operations. If we incur substantial sastcomply with the ADA or other safety regulagamd requirements, it could materially and
adversely affect our revenues and profitability.

We may be subject to unknown or contingent liahé# related to recently acquired hotels and thedistthat we may acquire in the future,
which could materially and adversely affect our mwes and profitability growth.

Our recently acquired hotels, and the hotels tleamay acquire in the future, may be subject to anknor contingent liabilities for which we
may have no recourse, or only limited recourseinagithe sellers. In general, the representatiodsaarranties provided under the transaction
agreements related to the purchase of the hotels
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we acquire may not survive the completion of tlaas$actions. Furthermore, indemnification under saagrleements may be limited and subje:
various materiality thresholds, a significant dedhle or an aggregate cap on losses. As a rebalte is no guarantee that we will recover any
amounts with respect to losses due to breachdsesellers of their representations and warrantiesddition, the total amount of costs and
expenses that may be incurred with respect tdili@ksi associated with these hotels may exceearpectations, and we may experience other
unanticipated adverse effects, all of which coultterially and adversely affect our revenues anéitphbility.

Adverse judgments or settlements resulting fromdegroceedings in which we may be involved in thermal course of our business cou
reduce our profits or limit our ability to operateur business.

In the normal course of our business, we are iratbin various legal proceedings. Our third-partynagers, whom we indemnify for legal costs
resulting from management of our hotels, may atsoolved in various legal proceedings relatinght® management of our hotels. The
outcome of these proceedings cannot be predidtadylof these proceedings were to be determinedradly to us or our third-party managers
or a settlement involving a payment of a mateutiah ©f money were to occur, it could materially @utversely affect our profits or ability to
operate our business. Additionally, we could bectimesubject of future claims by third parties liiding current or former third-party property
owners, guests who use our properties, our empdoyer investors or regulators. Any significant@de judgments or settlements would rec
our profits and could limit our ability to operaiar business. Further, we may incur costs relatetbims for which we have appropriate third
party indemnity, but such third parties fail toffiitheir contractual obligations.

If we fail to establish and maintain an effectivgstem of integrated internal controls, we may na&t &ble to accurately report our financi:
results.

In connection with operating as a public company ane required to provide reliable financial stagata and reports to our stockholders. To
monitor the accuracy and reliability of our finaslaieporting, we are establishing an internal afudittion that will oversee our internal contrc
We can provide no assurances that our initial attbog policy framework and accounting proceduresuad will be adequate to provide
reasonable assurance to our stockholders regatangliability of our financial reporting and tpeeparation of our financial statements. In
addition, we are developing and documenting cupelities and procedures with respect to compardewisiness processes and cycles in
order to implement effective internal control ofieancial reporting. We will establish, or cause third-party hotel management companies to
establish, controls and procedures designed taetisat hotel revenues and expenses are propedyded at our hotels. Pursuant to Section
of the Sarbanes-Oxley Act of 2002 and beginningpwiir Annual Report on Form 10-K for the year egddecember 31, 2015, our
management will be required to report on the eiffeoess of our internal control over financial rejpg. While we intend to undertake
substantial work to comply with Section 404 of 8erbanes-Oxley Act, we cannot be certain that vieoeisuccessful in implementing or
maintaining effective internal control over ourdirtial reporting and may determine in the futued tur existing internal controls need
improvement. If we fail to implement and comply kvfiroper overall controls, we could be materiatlyrhed or we could fail to meet our
reporting obligations. In addition, the existenéa anaterial weakness or significant deficiencyldoesult in errors in our financial statements
that could require a restatement, cause us teofaileet our reporting obligations, result in inae@ costs to remediate any deficiencies, attract
regulatory scrutiny or lawsuits and cause invedioiese confidence in our reported financial infiation, which could lead to a substantial
decline in the market price of our common stock.

As an“emerging growth company,” we are permitted to redp exemptions from certain reporting and disclogurequirements, which may
make our future public filings different than thaof other public companies.

We are an “emerging growth company” as definedh&JOBS Act, and we are eligible to take advantdigertain exemptions from various
reporting and disclosure requirements that areiegige to public companies
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that are not emerging growth companies. We willagnan emerging growth company for up to five yearauntil the earliest of: (1) the last d

of the fiscal year during which we had total anrgralss revenues of $1 billion or more; (2) the datevhich we have, during the previous three-
year period, issued more than $1 billion in -convertible debt; or (3) the date on which wedgemed to be a “large accelerated filer” as
defined under Rule 12b-2 under the Exchange AatsBdong as we remain an emerging growth compaeaywill not be required to:

» have an auditor attestation report on our intecoatrol over financial reporting pursuant to Sec#®4(b) of the Sarbar-Oxley
Act;

* submit certain executive compensation mattersacksiblder advisory votes pursuant to “say on frequenc and“say on pa’
provisions (requiring a non-binding stockholderestis approve compensation of certain executiveef§) and the “say on golden
parachute” provisions (requiring a non-binding ktasider vote to approve golden parachute arrangenfencertain executive
officers in connection with mergers and certaireothusiness combinations) of the Dodd-Frank Wa#e&tReform and Consumer
Protection Act of 2010; ¢

» disclose certain executive compensation relatenisit

If we choose to take advantage of any or all af¢hexemptions, the information that we provide yoour future public filings may be different
than that of other public companies. The exacticafibns of the JOBS Act for us are still subjecirterpretations and guidance by the SEC
other regulatory agencies. In addition, as ourrmss grows, we may no longer satisfy the conditodras emerging growth company. We
continue to evaluate and monitor developments reisipect to these new rules and we cannot assuriigbwe will be able to take advantage of
all of the benefits of the JOBS Act.

In addition, the JOBS Act provides that an emergjrayvth company may take advantage of an exterrdedition period for complying with
new or revised accounting standards that haverdifteeffective dates for public and private companiThis means that an emerging growth
company can delay adopting certain accounting staiscuntil such standards are otherwise applidaljeivate companies. We elected to opt
out of this transition period, and will thereforenaply with new or revised accounting standardshenapplicable dates on which the adoption of
these standards is required for non-emerging groahpanies. This election is irrevocable.

Market disruptions may adversely impact many asgeutour operating results and operating conditic

During the global economic downturn that begand@&, the domestic financial markets experiencedualwolatility, uncertainty and a
tightening of liquidity in both the investment geadebt and equity capital markets. Credit spreadméjor sources of capital widened
significantly during the U.S. credit crisis as ist@s demanded a higher risk premium. If therelatility and weakness in the capital and credit
markets, the availability of debt financing secuibyccommercial real estate could decline. Our lrggmay be affected by market and econt
challenges experienced by the U.S. economy oestate industry as a whole or by the local econaaiciitions in the markets in which our
hotels are located, including the dislocationshimdredit markets and general global economic semesSpecifically, these conditions may have
the following consequences:

» credit spreads for major sources of capital mayewid stockholders demand higher risk premiumstarest rates could increa
due to inflationary expectations, resulting in aoréased cost for debt financir

» our ability to borrow on terms and conditions thvat find acceptable may be limited, which could heisuour hotels generating low
overall economic returns and a reduced level df flasv from what was anticipated at the time welacef the asset, which could
potentially impact our ability to make distribut®to our stockholders, or pursue acquisition opputies, among other thing
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» the amount of capital that is available to finahoels could diminish, which, in turn, could leadat decline in hotel values generg
slow hotel transaction activity, and reduce thelttavalue ratio upon which lenders are willindend;

» the value of certain of our hotels may decreasevbthe amounts we paid for them, which would limit ability to dispose of hote
at attractive prices or to obtain debt financingused by these hotels and could reduce our aldifinance our busines

» the value and liquidity of sh-term investments, if any, could be reduced asuwtrekthe dislocation of the markets for our s-
term investments and increased volatility in markés for these investments or other factors;

e one or more counterparties to derivative finanicisfruments that we may enter into could defaulthair obligations to us, or cou
fail, increasing the risk that we may not realilze benefits of these instrumer

For these and other reasons, we cannot assurégowe will be profitable or that we will realizeogvth in the value of our investments.

We are increasingly dependent on information techogy, and potential cyber-attacks, security probkenor other disruption present risks.

The third-party hotel management companies thatadpeur hotels rely on information technology ratee and systems, including the Internet,
to process, transmit and store electronic inforomatand to manage or support a variety of busipessesses, including financial transactions
and records, personal identifying information, reagons, billing and operating data. They may pase some of their information technology
from vendors, on whom our systems will depend,taedhird-party hotel managers will rely on comniggig available systems, software, tools
and monitoring to provide security for processingnsmission and storage of confidential operatdr@her customer information. We will
depend upon the secure transmission of this infoomaver public networks. Our third-party hotelmagement companies’ networks and
storage applications may be subject to unauthoazedss by hackers or others through cyber-attatiish are rapidly evolving and becoming
increasingly sophisticated, or by other means, @y be breached due to operator error, malfeasarmther system disruptions. In some case
will be difficult to anticipate or immediately detesuch incidents and the damage caused therelyysignificant breakdown, invasion,
destruction, interruption or leakage of our thiag hotel managers’ systems could harm us, anchayebe financially responsible for certain
damages arising out of the harm such events caubéd parties pursuant to our management agretsmen

Changes in distribution channels, including the ineasing use of intermediaries by consumers and camips may adversely affect our
profitability.

Our rooms are booked through a variety of distidsuthannels, including hotel websites, travel égjienternet travel intermediaries and mee
procurement firms. If bookings shift to higher cdistribution channels, including internet travaiermediaries and meeting procurement firms,
it could materially impact our profits. AdditiongJlas intermediary bookings increase, these intéiamnies may be able to obtain higher
commissions, reduced room rates or other significantract concessions from our brands and managerompanies. Many of these internet
travel intermediaries are viewed as offering hateims in a commaodity-like manner, by increasingithgortance of price and general indicators
of quality (such as “three-star downtown hotel"}tet expense of brand identification. It is possithlat consumers and companies will develop
brand loyalties to their reservations systems aultiorand representation rather than to the bramdker which our properties are operated.
Although most of the business for our hotels iseetpd to be derived from traditional channelshéf amount of sales made through the
intermediaries increases significantly, room rexnimay be lower than expected, and our profit neegdversely affected.
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Risks Related to our Relationship with Inland Amercan and the Separation

Our historical financial results as a subsidiary d¢filand American may not be representative of owsults as a separate, stand-alone
company.

The historical financial information we have inchatin this Annual Report has been derived fromndlAmerican’s consolidated financial
statements and does not necessarily reflect whidtrancial position, results of operations or céletws would have been had we been a
separate, stand-alone company during the perieiepted. Although Inland American did account far@mpany as a subsidiary, Inland
American did not account for us, and we were nerajed, as a separate, stand-alone company fbistiogical periods presented. The historical
costs and expenses reflected in our combined fiabstatements include an allocation for certairpocate functions historically provided by
Inland American, including general corporate expenemployee benefits and incentives, and intesgetnse. These allocations were based on
what we and Inland American considered to be redderreflections of the historical utilization lés®f these services required in support of
business. The historical information does not nesdly indicate what our results of operationsafinial position, cash flows or costs and
expenses will be in the future. Our pro forma aments reflect changes that may occur in our fumdind operations as a result of the
separation. However, there can be no assurandehésa adjustments will reflect our costs as digykiraded, stand-alone company.

We may be unable to achieve some or all of the iiénéhat we expect to achieve from our separatioom Inland American, and we will no
longer enjoy certain benefits from Inland American.

Now that we have separated from Inland Americagretlis a risk that Xenia may be more susceptibieddket fluctuations and other adve
events than we would have been if we were stitiid @f Inland American. As part of Inland Amerioar were able to enjoy certain benefits
from Inland American’s purchasing power and borrgyeverage, and also had access to Inland Amesidetance sheet and capital. Follow
our separation from Inland American, we are a snalhd less diversified company than Inland Ameriead we do not have access to finar
and other resources comparable to those of Inlandrisan prior to the separation. As a separatedstéone company, we may be unable to
obtain debt or goods, technology and servicesiegégand on terms as favorable as those availahle prior to the separation, which could
materially and adversely affect us. Additionallye may not be able to achieve the full strategicfarahcial benefits that we expect will result
from our separation from Inland American or suchdfgs may be delayed or may not occur at all.

We have a limited history operating as an indepentpublic company and have incurred significant dsgo create the corporate
infrastructure necessary to operate as an indepeamtdgompany. We may be unable to make, on a timelgast-effective basis, the changes
necessary to operate as an independent company veaday experience increased ongoing costs in catina with being an independent
public company

Historically, we relied on financial, administragiand other resources of Inland American to operatdusiness. Following the separation from
Inland American, we are creating our own finan@alministrative and other support systems or cotitrgwith third parties to replace Inland
American’s systems. In connection with our separefiom Inland American, we entered into an agregméh Inland American under which
Inland American has agreed to provide certain ttiamsservices to us, including services relatethformation technology systems, financial
reporting and accounting and legal services. Tipér&bon date varies by service provided and the@gent will terminate on the earlier of
March 31, 2016 and the termination of the lastiserprovided under it. These services may not [ffecent to meet our needs, and, after our
agreement with Inland American expires, we mayhsoable to replace these services at all or olitaise services at prices and on terms as
favorable as we currently have. Additionally, ifdnd American does not effectively perform the &myw that are called for under the Transition
Services Agreement, and the other agreements, wenatde able to operate our business effectivietyaur results of operations could be
harmed. Moreover, Inland American’s indemnificataiigations to us in the event of a breach byridlAmerican of its obligations under the
Transition Services Agreement is capped at the atsaureceives for providing the services under th
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agreement. Any failure or significant downtime ur @wn financial or administrative systems or ifaimd American’s financial or administrative
systems during the transitional period could immactresults and/or prevent us from paying our eyges, complying with financial and SEC
reporting requirements or performing other admiaiste services on a timely basis and could mdtg@ad adversely affect us.

Additionally, following the separation, we are régd to develop and implement our own control syst@and procedures to assist us in
qualifying and maintaining our qualification asubfic REIT, satisfying our periodic and current@ejing requirements under applicable SEC
regulations and complying with NYSE listing stardiarAs a result, we have placed significant demandsur management to implement and
execute appropriate reporting and compliance psaseand assess their design, remediate any defesddentified and test the operation of
such processes.

We may have potential business conflicts of interegth Inland American with respect to our past amhgoing relationships.

Conflicts of interest may arise between Inland Aicgar and us in a number of areas relating to osir gred ongoing relationships, including:
» labor, tax, employee benefit, indemnification atitko matters arising from our separation from ldl&merican;
* intellectual property matter
» employee recruiting and retentic
» sales or distributions by Inland American of allamty portion of its ownership interest in us, whicluld be to one of our competitc
* business combinations involving our company;

* business opportunities that may be attractive tbh bdand American and u

We may not be able to resolve any potential casfliand, even if we do so, the resolution may be favorable to us than if we were dealing
with a party that was not historically an affiliateours.

Potential indemnification liabilities to Inland Amgcan pursuant to the Separation and Distributiongkeement could materially adverse
affect our operations.

The Separation and Distribution Agreement with mdl&merican provides for, among other things, thecation between us and Inland
American of Inland American’s assets, liabilitieglaobligations attributable to periods prior toaatl after the separation, and provisions
governing our relationships with Inland Americalidwing the separation and distribution. Among ottiengs, the Separation and Distribution
Agreement provides indemnification obligations deed to make us financially responsible for albilities that may exist relating to the “Xenia
Business”, which consists of the business, operatmd activities relating primarily to the our ffolio and any other hotels previously owned
by Xenia or Inland American prior to the separatiotmer than the Suburban Select Service Portfali@ther incurred prior to, at or after the
separation and distribution. With respect to thbuslian Select Service Portfolio, notwithstandirg fitregoing, we have agreed to assume the
first $8 million of liabilities (including any retad fees and expenses) incurred following theidigiion relating to, arising out of or resulting
from the ownership, operation or sale of the SubiBelect Service Portfolio and that relate teeaniut of or result from a claim or demand that
is made against Xenia or Inland American by ang@emho is not a party or an affiliate of a padyte Separation and Distribution Agreem
other than liabilities arising from the breach beged breach by Inland American of certain fundatakrepresentations made by Inland
American to the third party purchasers of the SbénrSelect Service Portfolio. We have also agre@edsume and indemnify Inland American
for certain tax liabilities attributable to the Smban Select Service Portfolio. As part of our wogkcapital at the time of distribution, Inland
American left us with cash estimated to be suffitie satisfy such tax obligations. As a result,maey be responsible for substantial liabilities
under the Separation and Distribution Agreement.
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In connection with our separation from Inland Ametan, Inland American has agreed to indemnify us foertain pre-distribution liabilities
and liabilities related to Inland American assetdowever, there can be no assurance that these indigies will be sufficient to insure us
against the full amount of such liabilities, or titdnland American’s ability to satisfy its indemnifation obligation will not be impaired in the
future.

Pursuant to the Separation and Distribution Agregmeland American has agreed to indemnify usctatain liabilities related to Inland
American assets. However, third parties could $ediold us responsible for any of the liabilitibat Inland American agrees to retain, and there
can be no assurance that Inland American will be @bfully satisfy its indemnification obligation§loreover, even if we ultimately succeed in
recovering from Inland American any amounts foraetthive are held liable, such indemnification mayrtsafficient to fully offset the financial
impact of such liabilities and/or we may be tempityraequired to bear these losses while seekiogvery from Inland American.

Our agreements with Inland American may not refleigrms that would have resulted from arm’s-lengtlegotiations among unaffiliated
third parties.

The agreements related to our separation from dnfemerican, including the Separation and DistribatAgreement, Transition Services
Agreement and Employee Matters Agreement, weretragd in the context of our separation from Inl@mderican while we were still part of
and a wholly-owned subsidiary of Inland American aaccordingly, may not reflect terms that woul@déeesulted from arm’s-length
negotiations among unaffiliated third parties. Témns of the agreements we negotiated in the coofeur separation related to, among other
things, allocations of assets, liabilities, rightglemnifications and other obligations among Idl&merican and us. For example, when the
terms of these agreements were negotiated, weotlidave a board of directors that was independent fnland American.

Risks Related to Debt Financing

Volatility in the financial markets and challengingconomic conditions could adversely affect ourl#hito secure debt financing on
attractive terms and our ability to service any twé indebtedness that we may incur.

The domestic and international commercial realtestabt markets could become very volatile asatre§ among other things, the tightening
of underwriting standards by lenders and credihgatgencies. This could result in less availabit credit and increasing costs for what is
available. If the overall cost of borrowing increaseither by increases in the index rates or trgases in lender spreads, the increased costs
may result in existing or future acquisitions gextieig lower overall economic returns and potentiegiducing future cash flow available for
distribution. If these disruptions in the debt netskwere to persist, our ability to borrow moneéinance the purchase of, or other activities
related to, real estate assets could be negafivplgcted. If we are unable to borrow monies on $eamd conditions that we find acceptable, we
likely will have to reduce the number of properties can purchase, and the return on the propeveedo purchase may be lower. In addition,
we may find it difficult, costly or impossible tefinance indebtedness which is maturing.

Further, economic conditions could negatively impaenmercial real estate fundamentals and resdléatining values in our real estate
portfolio and in the collateral securing any loamdéstments we may make, which could have variogathe impacts. Specifically, the value of
collateral securing any loan investment we may neaked decrease below the outstanding principaliansoof such loans, requiring us to
pledge more collateral.

Our organizational documents have no limitation dhe amount of indebtedness we may incur. As a resuk may become highly leveraged
in the future, which could materially and adverseffect us.

Our business strategy contemplates the use ofrfmotirecourse secured and unsecured debt to finangeerm growth. In addition, our
organizational documents contain no limitationglmamount of debt that we may incur, and our boédirectors may change our financing
policy at any time without stockholder notice or
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approval. As a result, we may be able to incur suttigl additional debt, including secured debthia future. Incurring debt could subject us to
many risks, including the risks that:

» our cash flows from operations may be insufficieninake required payments of principal and inte
» our debt and resulting maturities may increasevalnerability to adverse economic and industry ¢towls;

* we may be required to dedicate a substantial podi@ur cash flows from operations to paymentswndebt, thereby reducing ce
available for distribution to our stockholders, disravailable for operations and capital expendsituigure business opportunities or
other purposes

» the terms of any refinancing may not be in the sameunt or on terms as favorable as the termseoéisting debt bein
refinanced

» Xenia may be obligated to repay the debt purswagtiarantee obligations; a
» the use of leverage could adversely affect ouitphd raise capital from other sources or to mdistributions to our stockholde
and could adversely affect the market price ofammmon stock

If we violate covenants in future agreements ne¢ptd indebtedness that we may incur, we couldejaired to repay all or a portion of our
indebtedness before maturity at a time when we niighunable to arrange financing for such repayroerattractive terms, if at all. In addition,
indebtedness agreements may require that we meainceovenant tests in order to make distributitmnsur stockholders.

If we are unable to repay or refinance our existimebt, we may be unable to sustain or increaserittistions to our stockholders and ot
share price may be adversely affect

Our existing and future debt may subject us to nréakg, including the risks that:
» our cash flow from operations will be insufficigntmake required payments of principal and inte!
* our debt may increase our vulnerability to advexsenomic and industry conditior

* we may be required to dedicate a substantial podf@ur cash flow from operations to payments ondebt, thereby reducing ca
available for distribution to our stockholders, digravailable for operations and capital expendstutdure business opportunities or
other purposes

» the terms of any refinancing may not be as faverablthe terms of the debt being refinanced,;

» the terms of our debt may limit our ability to makistributions to our stockholders and thereforeesskly affect the market price
our shares

If we do not have sufficient funds to repay ourtdatmaturity, it may be necessary to refinance deibt through additional debt financing, or
private or public offerings of debt or equity satias. Alternatively, we may need to sell the utygiag hotel or, in certain instances, the lender
may foreclose. Adverse economic conditions coultseahe terms on which we borrow or refinance tarifavorable. If we are unable to
refinance our debt on acceptable terms, we maypioed to dispose of hotels on disadvantageous termstimes which may not permit us to
receive an attractive return on our investmenttergally resulting in losses adversely affectiaglit flow from operating activities.

Borrowings may reduce the funds available for distution and increase the risk of loss since defauihay cause us to lose the propert
securing the loans

We acquired properties by borrowing monies in aoam equal to the fair market value of the acqupeaperties and we may, in some
instances, acquire properties by assuming exi§itiagcing. We typically borrow money to finance @fon of the purchase price of assets we
acquire. We may also borrow money for
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other purposes to, among other things, satisfyahairement that we distribute at least 90% of‘®EIT annual taxable income,” subject to
certain adjustments, or as is otherwise necessaghisable to assure that we continue to quatifsg EIT for U.S. federal income tax purpo
Over the long term, however, payments requiredmynaanounts we borrow reduce the funds availablegimong other things, acquisitions,
capital expenditures for existing properties otriistions to our stockholders because cash otlseravailable for these purposes is used to pay
principal and interest on this debt.

If there is a shortfall between the cash flow framproperty and the cash flow needed to servicegaget debt on a property, then the amount of
cash flow from operations available for distribnao stockholders may be reduced. In additioryrimeg mortgage debt increases the risk of
loss since defaults on indebtedness secured bypefty may result in lenders initiating foreclosactions. In such a case, we could lose the
property securing the loan that is in default, treducing the value of your investment. For taxppses, a foreclosure is treated as a sale of the
property or properties for a purchase price equ#te¢ outstanding balance of the debt securedéprbperty or properties. If the outstanding
balance of the debt exceeds our tax basis in thgepty or properties, we would recognize taxabla ga the foreclosure action and we would
not receive any cash proceeds. We also may fulpadially guarantee any monies that subsidiarigsol to purchase or operate properties. In
these cases, we will likely be responsible to émelér for repaying the loans if the subsidiaryrighle to do so. If any mortgage contains cross-
collateralization or cross-default provisions, mtiren one property may be affected by a default.

If we are unable to borrow at favorable rates, waymot be able to acquire new propertit

If we are unable to borrow money at favorable ratessmay be unable to acquire additional real estasets or refinance existing loans at
maturity. Further, we may enter into loan agreesmenbther credit arrangements that require ugyomterest on amounts we borrow at varii
or “adjustable” rates. Increases in interest ratisncrease our interest costs. If interest rates higher when we refinance our loans, our
expenses will increase, thereby reducing our dashdnd the amount available for distribution tawy&urther, during periods of rising interest
rates, we may be forced to sell one or more ofpooperties in order to repay existing loans, whicy not permit us to maximize the return on
the particular properties being sold.

Interest-only indebtedness may increase our risk of defaautid ultimately may reduce our funds available fdistribution to our stockholders.

We have obtained, and may continue to enter intdgage indebtedness that does not require us tpnagipal for all or a portion of the life of
the debt instrument. During the period when nogipial payments are required, the amount of eachdsded payment is less than that of a
traditional amortizing mortgage loan. The principalance of the mortgage loan is not reduced (éxnepe case of prepayments) because there
are no scheduled monthly payments of principal ireduduring this period. After the interest-onlyripd, we may be required either to make
scheduled payments of principal and interest ona&e a lump-sum or “balloon” payment at or priontaturity. These required principal or
balloon payments will increase the amount of olieslaled payments and may increase our risk of Hafader the related mortgage loan if we
do not have funds available or are unable to rafinghe obligation.

Existing and future debt agreements may containdatie credit agreement governing our unsecured teirg credit facility contains,
restrictions that may limit our flexibility in opeating our business.

The mortgages on our existing hotels, and hotalsvile may acquire in the future likely will, contaiustomary covenants such as those that
our ability, without the prior consent of the lend® further mortgage the applicable hotel oriszdntinue insurance coverage. In addition, such
loans contain negative covenants that, among ttiegs, preclude certain changes of control, intfohr ability to incur additional indebtedness
or, under certain circumstances, restrict cash fleeessary to make distributions to our stockhslder

The credit agreement governing our unsecured rengpbredit facility contains customary covenanthwihich we must comply, which limit t
discretion of management with respect to certasirtass matters. These
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covenants place restrictions on, among other thimgsability to incur additional indebtedness,uintens on assets, enter into new types of
businesses, engage in mergers, liquidations ootidations, sell assets, make restricted paymémtgifling the payment of dividends and other
distributions) after the occurrence and duringdbetinuance of a default or event of default, emmttr negative pledges or limitations on the
ability of subsidiaries to make certain distributoor to guarantee the indebtedness under the egggiement, engage in certain transactions
affiliates, enter into sale and leaseback transastienter into speculative hedging transactidmsnge our fiscal year and make certain payments
and prepayments with respect to subordinated d@éktcredit agreement also contains financial comsni@lating to our maximum total lever:
ratio, maximum secured leverage ratio, maximum gettecourse leverage ratio, minimum fixed cha@eage ratio, minimum consolidated
tangible net worth, minimum unsecured interest cage ratio and setting a minimum number of unenarethproperties we must own and a
minimum value for such unencumbered properties. éther credit facility or secured loans that weeeintto may place additional restrictions

on us and may require us to meet certain finamateds and tests. Our continued ability to borrowder the revolving credit facility and any ot
credit facility that we may obtain will be subjeéotcompliance with these covenants and our alidityeet these covenants will be adversely
affected if U.S. lodging fundamentals do not camitio improve when and to the extent that we expeetddition, our failure to comply with
these covenants, as well as our inability to makgired payments under the credit agreement ofuange debt agreement, could cause an even
of default under the credit agreement, which, ifwaived, could result in the termination of theafincing commitments under the credit
agreement and the acceleration of the maturith@butstanding indebtedness thereunder, or coukkecan event of default under such future
debt agreement, which could result in the accéteratf the debt and require us to repay such débteapital obtained from other sources,
which may not be available to us or may be avadlablly on unattractive terms. Furthermore, if wiadk on secured debt, lenders can take
possession of the hotel or hotels securing such tlebddition, the credit agreement contains, amgfuture debt agreements may contain, cross
default provisions with respect to certain otheorgse and non-recourse indebtedness and contééimoather events of default which would
similarly, in each case, give the lenders undectkdit agreement the right to terminate such fiir@ncommitments and accelerate the maturity
of such indebtedness under the credit agreemagiteithe lenders under such other agreement thetragleclare a default on its debt and to
enforce remedies, including acceleration of theunitgtof such debt upon the occurrence of a defautier such other indebtedness. If we de

on our credit agreement or any other debt agreemmiercould materially and adversely affect us.

In addition, in connection with our debt agreememtsmay enter into lockbox and cash managemeneagets pursuant to which substantially
all of the income generated by our hotel propestitishe deposited directly into lockbox accountsldhen swept into cash management
accounts for the benefit of our lenders and fronitivieash will be distributed to us only after fumgliof certain items, which may include
payment of principal and interest on our debt, iasoe and tax reserves or escrows and other expéeksa result, we may be forced to borrow
additional funds in order to make distribution®to stockholders (including, potentially, to makstidbutions necessary to allow us to qualify as
a REIT).

We may be unable to satisfy our debt obligation®om change of control.

Under the documents that govern our indebtedniesg, €xperience a change of control, we could heired to incur certain penalties, fees and
other expenses, which may include repayment oétitiee principal balance of some of our outstandigbtedness plus additional fees and
interest. We might not have sufficient funds toagpuch amounts. Any of these events could havatarial adverse impact on our liquidity,
business, results of operations and financial ¢mrdi

Covenants applicable to current or future debt cdulestrict our ability to make distributions to owstockholders and, as a result, we may be
unable to make distributions necessary to qualify @ REIT, which could materially and adversely afteus and the market price of our
common stock.

We intend to operate in a manner so as to quadify REIT for U.S. federal income tax purposes.rtfeoto qualify as a REIT, we generally are
required to distribute at least 90% of our REITatabe income, determined
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without regard to the dividends paid deduction excluding net capital gain, each year to our stoltdrs. To the extent that we satisfy this
distribution requirement, but distribute less thi#@9% of our REIT taxable income, we will be subject).S. federal corporate income tax on
undistributed taxable income. In addition, we Wi subject to a 4% nondeductible excise tax iftttaal amount that we distribute to our
stockholders in a calendar year is less than anmoim amount specified under the Code. If, as atre$glbvenants applicable to our current or
future debt, we are restricted from making distiiims to our stockholders, we may be unable to naidteibutions necessary for us to avoid |
federal corporate income and excise taxes and amaiour qualification as a REIT, which could maddlyi and adversely affect us.

Increases in interest rates could increase the ambaf our debt payments and adversely affect ouilighto make distributions to ou
stockholders

We have borrowed money, which bears interest &hiarrates, and therefore are exposed to incréasests in a rising interest rate
environment. Increases in interest rates woulceg®e our interest expense on any variable rate aeltell as any debt that must be refinanced
at higher interest rates at the time of maturityr @ture earnings and cash flows could be adweesécted due to the increased requirement to
service our debt and could reduce the amount wealdeeto distribute to our stockholders. As of Deber 31, 2014 approximately $579.0
million, or 48.2% of the total debt bore interesvariable rates.

We may be contractually obligated to purchase pnap@ven if we are unable to secure financing fdret acquisition.

We may finance all or a portion of the purchaseefor properties that we acquire. However, to enghat our offers are as competitive as
possible, we do not expect to enter into contrcmirchase property that include financing corgimges. Thus, we may be contractually
obligated to purchase a property even if we arélerta secure financing for the acquisition. Irstavent, we may choose to close on the
property by using cash on hand, which would resukss cash available for our operations andidigions to stockholders. Alternatively, we
may choose not to close on the acquisition of tepgrty and default on the purchase contract. Iflefault on any purchase contract, we could
lose our earnest money and become subject to &tpddor other contractual damages and remedies.

To hedge against interest rate fluctuations, we mese derivative financial instruments that may bestly and ineffective.

To the extent consistent with qualifying as a REidm time to time, we may use derivative finandéiatruments to hedge exposures to changes
in interest rates on loans secured by our assetsvddive instruments may include interest ratepsa@ntracts, interest rate cap or floor contre
futures or forward contracts, options or repurchegeements. Our actual hedging decisions willdierchined in light of the facts and
circumstances existing at the time of the hedgenaawd differ from our currently anticipated hedgstgategy. There is no assurance that our
hedging strategy will achieve our objectives. Weytiba subject to costs, such as transaction febseakage costs, if we terminate these
arrangements.

To the extent that we use derivative financialrinstents to hedge against interest rate fluctuatieeswill be exposed to credit risk, basis risk
and legal enforceability risks. In this contexedit risk is the failure of the counterparty tofpem under the terms of the derivative contract. If
the fair value of a derivative contract is posiitee counterparty owes us, which creates creskitfar us. If the fair value of a derivative comtr

is negative, we owe the counterparty, which creatésk that we may not be able to pay such amosaisis risk occurs when the index upon
which the contract is based is more or less vagittidn the index upon which the hedged assethilitjais based, thereby making the hedge less
effective. Finally, legal enforceability risks emspass general contractual risks including thethisk the counterparty will breach the terms o

fail to perform its obligations under, the derivaticontract, increasing the risk that we may nalize the benefits of these instruments. Thert
risk that counterparties could fail, shut dowrg fibr bankruptcy or be unable to pay out contradte. failure of a counterparty that holds
collateral that we post in connection with an iagtrate swap agreement could result in the lozapfcollateral.
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There can be no assurance that the direct or indireffects of the Dodd-Frank Wall Street Reform af@bnsumer Protection Act will not
have an adverse effect on our interest rate hedgaugivities.

Title VII of the Dodd-Frank Act contains a sweepimgerhaul of the regulation of privately negotiatetivatives. The provisions of Title VII
became effective on July 16, 2011 or, with respegarticular provisions, on such other date sptih the Dodd-Frank Act or by subsequent
rulemaking. Pursuant to the regulatory framewotklgished by Title VII of the Dodd-Frank Act, the@@modity Futures Trading Commission,
or the CFTC, has been granted broad regulatorétyttover “swaps,” which term has been definethie Dodd-Frank Act and related CFTC
rules to include interest rate derivatives sucthanes we may use in our interest rate hedgitigtaes. While the full impact of the Dodd-
Frank Act on our interest rate hedging activitiaemot be fully assessed until all final implementinles and regulations are promulgated, the
requirements of Title VII may affect our ability émter into hedging or other risk management tictiesss, may increase our costs in entering
into such transactions, and/or may result in usrémg into such transactions on less favorablegahan prior to effectiveness of the Doidink
Act. For example, subject to an exception for asdrs of swaps upon which we may seek to rely, e lme required to clear certain interest
hedging transactions by submitting them to a déxiea clearing organization. In addition, to théest we are required to clear any such
transactions, we will be required to, among othergs, post margin in connection with such trarieast The occurrence of any of the foregoing
events may have an adverse effect on our businelssua stockholders’ return.

Risks Related to Our Status as REIT

Failure to qualify as a REIT, or failure to remaimualified as a REIT, would cause us to be taxedsaegular corporation, which would
substantially reduce funds available for distribotis to our stockholders

We believe that our organization and proposed neetti@peration will enable us to meet the requinetsiéor qualification and taxation as a
REIT beginning with our short taxable year that coenced on January 5, 2015. However, we cannotegsurthat we will qualify and remain
qualified as a REIT.

If we fail to qualify as a REIT in any taxable yeae will face serious tax consequences that witissantially reduce the funds available for
distributions to our stockholders because:

* we would not be allowed a deduction for dividend&lgo stockholders in computing our taxable inc@nd would be subject to U
federal income tax at regular corporate re

* we could be subject to the U.S. federal alternativ@mum tax and possibly increased state and kas@s; ant
» unless we are entitled to relief under certain fe8eral income tax laws, we could nc-elect REIT status until the fifth calenc
year after the year in which we failed to qualif/aREIT.

In addition, if we fail to qualify as a REIT, we Mo longer be required to make distributions.aAsult of all these factors, our failure to
qualify as a REIT could impair our ability to exghour business and raise capital, and it would s affect the value of our common stock.

If Inland American failed to qualify as a REIT ints 2011 through 2015 taxable years, we would bevprged from electing to qualify as
REIT.

We believe that from the time of our formation udéinuary 5, 2015, we were treated as a “qualRE4T subsidiary’of Inland American. Undi
applicable Treasury regulations, if Inland Ameridaihed, or fails, to qualify as a REIT in its 20ftirough 2015 taxable years, unless Inland
American’ failure was subject to relief under U.S. fed@rabme tax laws, we would be prevented from elgatinqualify as a REIT prior to tt
fifth calendar year following the year in whichdnld American failed to qualify.
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If we and Inland American make a tax election thatould, among other things, cause us to have a shaxiable year that would end c
February 3, 2015 and we fail to qualify as a REI®rfthat short taxable year, we would be liable famaterial corporate income tax and
would be precluded from qualifying as a REIT for ¢hfollowing four taxable years.

We and Inland American may make an election uneleticn 336(e) of the Code, (“or a section 336(ertbn”), with respect to our separation
from Inland American, which would allow us to sificéntly increase our tax basis in our assethdf election is made, we would, among other
things, be deemed to sell all of our assets tird garty and liquidate on February 3, 2015, thie add the separation. Any gain we recognized in
that deemed sale that is attributable to the patgmoperty at our hotels would not be qualifyingame for purposes of the 75% and 95% gross
income tests applicable to REITs. Pursuant to #pa&tion and Distribution Agreement, Inland Amanitias agreed to make a section 336(e)
election upon our request. Although we currenttgil to request that Inland American make a se@fife) election, no assurance can be
provided that we will make that election. We wéuest that Inland American make a section 33@éejien only if we determine that we can
satisfy the 75% and 95% gross income tests fosbart taxable year that would end on February 352@king into account the nonqualifying
gain from the deemed sale of our personal propBidycomplete assurance can be provided that thev®El not disagree with our valuation of
our personal property and our determination ofgi@ from the deemed sale of that property. IfIR® successfully asserted that we failed to
satisfy one or more of the requirements for REI@lification for our short taxable year ended onrialy 3, 2015 and we did not qualify for ¢

of the REIT “savings clauses,” we would be subjeatorporate income tax on the deemed sale of ssets pursuant to the section 336(e)
election, and that corporate income tax would bterra. In addition, we would be precluded fromosileg REIT status for the four taxable ye
following that failure.

Even if we qualify as a REIT, we may face other tiabilities that reduce our cash flow:

Even if we qualify for taxation as a REIT, we maydubject to certain U.S. federal, state and Itaoads on our income and assets, including
taxes on any undistributed income, tax on incoramfsome activities conducted as a result of a fosece, and state or local income, property
and transfer taxes. In addition, our TRS, and dahgroTRS we form, will be subject to regular cogterfederal, state and local taxes. Any of
these taxes would decrease cash available foibdistns to stockholders.

Failure to make required distributions would subjeas to federal corporate income tax.

We intend to operate in a manner so as to quadify REIT for U.S. federal income tax purposes.rttepto qualify as a REIT, we generally are
required to distribute at least 90% of our REITatale income, determined without regard to the @imits paid deduction and excluding any net
capital gain, each year to our stockholders. Tcetttent that we satisfy this distribution requiremdut distribute less than 100% of our REIT
taxable income, we will be subject to U.S. fedemborate income tax on our undistributed taxafdeine. In addition, we will be subject to a
4% nondeductible excise tax if the actual amouat We pay out to our stockholders in a calendar igeass than a minimum amount specified
under the Code.

REIT distribution requirements could adversely affeour liquidity and may force us to borrow funds eell assets during unfavorable mark
conditions.

To satisfy the REIT distribution requirements, waynmeed to borrow funds on a short-term basislbassets, even if the thegrevailing marke
conditions are not favorable for these borrowingsades. Our cash flows from operations may beffiegent to fund required distributions as a
result of differences in timing between the acteakipt of income and the recognition of incomeUds. federal income tax purposes, or the
effect of non-deductible capital expenditures,dtesation of reserves or required debt service artpation payments. The insufficiency of our
cash flows to cover our distribution requiremergsld have an adverse impact on our ability to rafs@t- and long-term debt or sell equity
securities in order to fund distributions requitednaintain our qualification as a REIT.
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The ownership of our TRS and our TRS lessees inagour overall tax liability.

Our TRS and any other of our domestic TRSs wilbleject to U.S. federal, state and local incomentatheir taxable income, which will
consist of the revenues from the hotels leasedibf BS lessees, net of the operating expensesidbrimtels and rent payments to us.
Accordingly, although our ownership of our TRS ks will allow us to participate in the operatingame from our hotels in addition to
receiving rent, that operating income will be fudlybject to income tax. The after-tax net incomewfTRS lessees is available for distribution
to us. If we have any non-U.S. TRSs, then they beagubject to tax in jurisdictions where they ofeera

Our TRS lessee structure subjects us to the risknafeased hotel operating expenses that could aslely affect our operating results and ol
ability to make distributions to stockholders.

Our leases with our TRS lessees require our TR®dssto pay us rent based in part on revenuesduomnotels. Our operating risks include
decreases in hotel revenues and increases indp@gdting expenses, including but not limited ®iticreases in wage and benefit costs, repair
and maintenance expenses, energy costs, propeety, iasurance costs and other operating expenbkéd) would adversely affect our TRS
lessees’ ability to pay us rent due under the kase

Increases in these operating expenses can hagaificsint adverse impact on our financial conditicesults of operations, the market price of
our common shares and our ability to make distidimstto our stockholders.

Our ownership of our TRS, and any other TRSs werfgiwill be subject to limitations and our transaotis with our TRS, and any other TR
we form, will cause us to be subject to a 100% ggntax on certain income or deductions if thosatrsactions are not conducted on arm’s-
length terms.

Overall, no more than 25% of the value of a REBASsets may consist of stock or securities of omeare TRSs. In addition, the Code limits the
deductibility of interest paid or accrued by a TRS$ts parent REIT to assure that the TRS is stiltgean appropriate level of corporate taxation.
The Code also imposes a 100% excise tax on cergigactions between a TRS and its parent REITatleahot conducted on an arm’s-length
basis. The 100% tax would apply, for example, todktent that we were found to have charged our [EBes rent in excess of an artaisgth
rent. Furthermore, we will monitor the value of oespective investments in our TRS for the purmdsnsuring compliance with TRS
ownership limitations and will structure our tracans with our TRS on terms that we believe are’sitength to avoid incurring the 100%
excise tax described above. There can be no assjtaowever, that we will be able to comply witk 26% TRS limitation or to avoid
application of the 100% excise tax.

If the leases of our hotels to our TRS lessees moerespected as true leases for U.S. federal inedax purposes, we will fail to qualify as
REIT.

To qualify as a REIT, we must annually satisfy wvoss income tests, under which specified percestafjour gross income must be derived
from certain sources, such as “rents from real @yg’ Rents paid to our operating partnership by RS lessees pursuant to the leases of our
hotels will constitute substantially all of our gsoincome. In order for such rent to qualify asitsfrom real property” for purposes of the gross
income tests, the leases must be respected dsdses for U.S. federal income tax purposes antietreated as service contracts, financing
arrangements, joint ventures or some other tyggrahgement. If our leases are not respected asetmses for U.S. federal income tax purpc
we will fail to qualify as a REIT.

If any of our current and future hotel managemenbmpanies do not qualify a“eligible independent contractors,” or if our hotslare not
“qualified lodging facilities,” we will fail to qudify as a REIT.

Rent paid by a lessee that is a “related partynt&red ours will not be qualifying income for purpes of the two gross income tests applicable to
REITs. An exception is provided, however, for leagg“qualified lodging

39



Table of Contents

facilities” to a TRS so long as the hotels are ngadaby an “eligible independent contractor” andaiarother requirements are satisfied. We
expect to lease all or substantially all of ouret®to our TRS lessees and to engage hotel manageompanies that qualify as “eligible
independent contractors.” Among other requirementsrder to qualify as an eligible independenttcactor, the hotel manager must not own,
directly or through its stockholders, more than 3&6ur outstanding shares, and no person or gobpprsons can own more than 35% of our
outstanding shares and the shares (or ownersleiest) of the hotel manager, taking into accourtadeownership attribution rules. The
ownership attribution rules that apply for purposéthese 35% thresholds are complex, and mongaatual and constructive ownership of our
shares by our hotel managers and their owners widyenpractical. Accordingly, there can be no aasce that these ownership levels will nc
exceeded.

In addition, for a hotel management company toifjuat an eligible independent contractor, such gamy or a related person must be actively
engaged in the trade or business of operating ifigchlodging facilities” (as defined below) for eror more persons not related to the REIT or
its TRSs at each time that such company entersihtatel management contract with a TRS or its TRSee. We believe our current hotel
managers operate qualified lodging facilities fertain persons who are not related to us or our. FR@/ever, no assurances can be provided
that any of our current and future hotel managéltsrwfact comply with this requirement. Failure tomply with this requirement would require
us to find other managers for future contracts, &wle hired a management company without knowdedigthe failure, it could jeopardize our
status as a REIT.

Finally, each property with respect to which ourSTIRssees pay rent must be a “qualified lodginditiat A “qualified lodging facility” is a

hotel, motel or other establishment more than aiedf the dwelling units in which are used onansient basis, including customary amenities
and facilities, provided that no wagering actigtere conducted at or in connection with suchifgdily any person who is engaged in the
business of accepting wagers and who is legallyagizted to engage in such business at or in coimmesith such facility. We believe that the
hotels that are leased to our TRS lessees ardigddtidging facilities. Although we intend to mawr future acquisitions and improvements of
properties, REIT provisions of the Code provideydmhited guidance for making determinations untfer requirements for qualified lodging
facilities, and there can be no assurance thag treggiirements will be satisfied.

Complying with REIT requirements may force us torfm and/or liquidate otherwise attractive investntespportunities.

To qualify as a REIT, we must ensure that we meeREIT gross income tests annually and that agideof each calendar quarter, at least

of the value of our assets consists of cash, ¢astsj government securities and qualified reatestssets. The remainder of our investment in
securities (other than government securities aradiftrd real estate assets) generally cannot ikchadre than 10% of the outstanding voting
securities of any one issuer or more than 10%efdtal value of the outstanding securities of ang issuer. In addition, in general, no more
than 5% of the value of our assets (other thanmowent securities and qualified real estate assatsgonsist of the securities of any one issuer,
and no more than 25% of the value of our totaltass#n be represented by securities of one or tagable REIT subsidiaries. If we fail to
comply with these requirements at the end of atgnckar quarter, we must correct the failure witBihdays after the end of the calendar quarter
or qualify for certain statutory relief provisiotsavoid losing our REIT qualification and suffeginadverse tax consequences. As a result, we
may be required to liquidate from our portfolio,aamtribute to a TRS, otherwise attractive invesitaén order to maintain our qualification as a
REIT. These actions could have the effect of reatyiciur income and amounts available for distributmour stockholders. In addition, we may
be required to make distributions to stockholdédisadvantageous times or when we do not havesfeermtlily available for distribution, and
may be unable to pursue investments that wouldhetee be advantageous to us in order to satisfgdliece of income or asset diversification
requirements for qualifying as a REIT. Thus, comuptie with the REIT requirements may hinder ouritgdib make, and, in certain cases,
maintain ownership of, certain attractive investtaen
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You may be restricted from acquiring or transferigncertain amounts of our common stock.

The stock ownership restrictions of the Code folTREand the 9.8% stock ownership limit in our charhay inhibit market activity in our
capital stock and restrict our business combinatjgportunities.

In order to qualify as a REIT for each taxable yagféer our first taxable year as a REIT, five avée individuals, as defined in the Code, may
own, beneficially or constructively, more than 50%value of our issued and outstanding stock atteng during the last half of a taxable year.
Attribution rules in the Code determine if any widual or entity beneficially or constructively owour capital stock under this requirement.
Additionally, at least 100 persons must benefigialivn our capital stock during at least 335 daya te#xable year for each taxable year after our
first taxable year as a REIT. To help insure thatmeet these tests, our charter restricts the sitiquiand ownership of shares of our capital
stock.

Our charter authorizes our directors to take suatiores as are necessary and desirable to presengualification as a REIT. Unless exempted
by our board of directors (prospectively or rettoasty), our charter prohibits any person from Hamally or constructively owning more than
9.8% in value or number of shares, whichever isemestrictive, of the outstanding shares of angscta series of our capital stock. Our boar
directors may not grant an exemption from thesticgisns to any proposed transferee whose owngiishéxcess of 9.8% of the value of our
outstanding shares would result in our failing t@léify as a REIT. These restrictions on transfditland ownership will not apply, however, if
our board of directors determines that it is nakmin our best interest to continue to qualifgdREIT or that compliance is no longer required
in order for us to qualify as a REIT.

We may pay taxable dividends in our common stockl @ash, in which case stockholders may sell sharesur common stock to pay tax on
such dividends, placing downward pressure on therked price of our common stocl

We may distribute taxable dividends that are payabtash and common stock at the election of stmikholder. If we made a taxable dividt
payable in cash and common stock, taxable stocki®lgceiving such dividends will be required ude the full amount of the dividend as
ordinary income to the extent of our current ancliarulated earnings and profits, as determined f8r. f#deral income tax purposes. As a re
stockholders may be required to pay income tax wigipect to such dividends in excess of the cagtiedids received. If a U.S. stockholder s
the common stock that it receives as a dividermrdier to pay this tax, the sales proceeds maydsethan the amount included in income with
respect to the dividend, depending on the marke¢ @f our common stock at the time of the saletifeumore, with respect to certain non-U.S.
stockholders, we may be required to withhold UeBlefal income tax with respect to such dividenududing in respect of all or a portion of
such dividend that is payable in common stock.dfmade a taxable dividend payable in cash andammon stock and a significant number of
our stockholders determine to sell shares of ommaon stock in order to pay taxes owed on divideiasay put downward pressure on the
trading price of our common stock. We do not cutfyeintend to pay a taxable dividend of our comnstock and cash.

Dividends payable by REITs do not qualify for theduced tax rates available for some dividen

The maximum tax rate applicable to “qualified demdl income” payable to U.S. stockholders thataed at individual rates is 20%. Dividends
payable by REITs, however, are generally not digibr the reduced rates on qualified dividend meo The more favorable rates applicable to
regular corporate qualified dividends could camses$tors who are taxed at individual rates to peedavestments in REITs to be relatively less
attractive than investments in the stocks of nofifRiBrporations that pay dividends treated as €jedldividend income, which could adversely
affect the value of the shares of REITs, including common stock.

Complying with REIT requirements may limit our alify to hedge effectively.

The REIT provisions of the Code may limit our algiio hedge the risks inherent to our operationsléy current law, any income that we
generate from derivatives or other transactiorenishéd to hedge our interest
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rate risk with respect to borrowings made, or tortaele, to acquire or carry real estate assets@gnetll not constitute gross income for
purposes of the 75% and 95% income requirementi&aple to REITs. In addition, any income from eémtother qualified hedging transactic
would generally not constitute gross income foppges of both the 75% and 95% income tests. Howexemay be required to limit the use of
hedging techniques that might otherwise be advaoiagy which could result in greater risks assodiafigh interest rate or other changes tha
would otherwise incur.

The ability of our board of directors to revoke o®REIT qualification without stockholder approval macause adverse consequences to our
stockholders

Our charter provides that our board of directory nexoke or otherwise terminate our REIT electiwithout the approval of our stockholders, if
it determines that it is no longer in our bestliest to attempt to, or continue to qualify as aRH we cease to be a REIT, we would become
subject to U.S. federal income tax on our taxaf®ine and would no longer be required to distrilmubst of our taxable income to our
stockholders, which may have adverse consequemncesrdotal return to our stockholders.

We may be subject to adverse legislative or regurlatax changes that could reduce the market prafeour common stock.

At any time, the U.S. federal income tax laws gougg REITs or the administrative interpretationghafse laws may be amended. We cannot
predict when or if any new U.S. federal incomeltax, regulation, or administrative interpretationany amendment to any existing federal
income tax law, regulation or administrative intetation, will be adopted, promulgated or beconfiecéif’e and any such law, regulation, or
interpretation may take effect retroactively. We aar stockholders could be adversely affectediyysaich change in, or any new, U.S. federal
income tax law, regulation or administrative intetation.

Risks Related to Ownership of Our Common Stock andur Corporate Structure

The market price of our shares may fluctuate widelyd there can be no assurance that the marketdar stock will provide you with
adequate liquidity. In addition, the market pricd our shares may fluctuate widely.

Prior to our separation from Inland American thees no public market for our common stock, and amnot predict the prices at which our
common stock may trade in the future. The markieepf our common stock may fluctuate widely, defieg on many factors, some of which
may be beyond our control, including:

» actual or anticipated differences in our operateggylts, liquidity, or financial conditior

« changes in our revenues, Adjusted EBITDA, FFO, Ajd FFO, or earnings estimat

* publication of research reports about us, our kaiethe lodging or overall real estate indus
» failure to meet analy<’ revenue or earnings estimat

» the extent of institutional investor interest in

» the reputation of REITs and real estate investmgenerally and the attractiveness of REIT equitpsées in comparison to oth
equity securities, including securities issued theoreal estate companies, and fixed income gax3)

» additions and departures of key person
» the performance and market valuations of otherlaimsbmpanies
» strategic actions by us or our competitors, suchcasiisitions or restructuring

» fluctuations in the stock price and operating rssod our competitors
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» the passage of legislation or other regulatory bgrmeents that adversely affect us or our indus
» the realization of any of the other risk factoregemted in this Annual Repa

» speculation in the press or investment commu

» changes in accounting principle

» terrorist acts; an

» general market and economic conditions, includawdrs unrelated to our operating performa

Stock markets in general have experienced volathiat has often been unrelated to the operatirfgimeance of a particular company. These
broad market fluctuations may adversely affectithding price of our common stock.

Significant sales of our common stock, or the peptien that significant sales of such shares couldonir, may cause the price of our comm
stock to decline significantly

A large volume of sales of shares of our commookstould decrease the market price of our commackstind could impair our ability to raise
additional capital through the sale of equity sé@g in the future. Even if a substantial numbiesales of our shares are not affected, the mere
perception of the possibility of these sales calddress the market price of our common stock amd Aanegative effect on our ability to raise
capital in the future. In addition, anticipated dovard pressure on our common stock price due t@hot anticipated sales of common stock
from this market overhang could cause some ingtitator individuals to engage in short sales ofammon stock, which may itself cause the
price of our common stock to decline.

Our common stock may experience low trading volunaesl higher trading price volatility due to the cquosition of our stockholder base in
the months following the distribution.

Inland American is a non-publicly-traded REIT halthost exclusively by non-institutional stockholglesind in the first months after the
distribution, a significant portion of our commaieak continues to be held by such stockholders.-Nstitutional stockholders may not trade
with the frequency and predictability of institutial stockholders, which may result in low liquidapd trading price volatility.

Future sales or distributions of our common stodkcluding the sale by Inland American of the share$ our common stock that it retains
after the distribution, may negatively affect theamket price of our common stock.

It is possible that some of our large stockholaghssell our common stock received in the disttiba. In addition, following the distribution,
Inland American has retained ownership of approi@hgeb% of the outstanding shares of our commockstBubject to applicable securities
laws, Inland American may choose to dispose of sonal of our shares at any time. Any dispositigninland American, or any significant
stockholder, of our common stock in the public nedrkor the perception that such dispositions coattlr, could adversely affect prevailing
market prices for our common stock.

Our cash available for distribution to stockholdersay not be sufficient to pay distributions at exjped or required levels, and we may need
external sources in order to make such distributgror we may not be able to make such distributiansill, which could cause the market
price of our common stock to decline significant

We intend to pay regular quarterly distributiondtiders of our common stock. We have establishedhnitial distribution rate based upon our
estimate of the annualized cash flow that will kailable for distributions after the separationl. diktributions will be made at the discretion of
our board of directors and will depend on our
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historical and projected results of operations,uatéd EBITDA, FFO, Adjusted FFO, liquidity and fir@al condition, REIT qualification, debt
service requirements, capital expenditures andatipgrexpenses, prohibitions and other restrictiomder financing arrangements and applic
law and other factors as our board of directors degm relevant from time to time. No assurancebeagiven that our projections will prove
accurate or that any level of distributions willilnade or sustained or achieve a market yield. Wienmoaibe able to make distributions in the
future or may need to consider various funding sesito cover any shortfall, including borrowing andur $400 million unsecured revolving
credit facility, selling certain of our assets aing a portion of the net proceeds we receive fitre offerings of equity, equity-related or debt
securities or declaring taxable share dividendsy. éfrthe foregoing could cause the market pricewsfcommon stock to decline significantly.

Future issuances of debt securities, which wouldhkasenior to our common stock upon our liquidatioand future issuances of equity
securities (including OP Units), which would dilutdhe holdings of our existing common stockholdenscamay be senior to our common stc
for the purposes of making distributions, periodibaor upon liquidation, may negatively affect thmarket price of our common stoc

In the future, we may issue debt or equity se@sitir incur other borrowings. Upon our liquidatibolders of our debt securities and other loans
and preferred shares will receive a distributiomwf available assets before common stockholdenge Incur debt in the future, our future
interest costs could increase, and adversely affacliquidity, FFO, Adjusted FFO and results okogtions. We are not required to offer any
additional equity securities to existing commorcktwlders on a preemptive basis. Therefore, additiocommon stock issuances, directly or
through convertible or exchangeable securitiedydiog OP Units), warrants or options, will dilutee holdings of our existing common
stockholders and such issuances or the perceptguch issuances may reduce the market price of@mumon stock. Our outstanding Series A
Preferred Stock has a distribution requirementld, 25 annually, which is required to be paid oragairt for payment before any distributions
on our common stock can be made, and any othegrpeefstock, if issued, would likely have a prefeeon distribution payments, periodically
or upon liquidation, which could eliminate or othése limit our ability to make distributions to comen stockholders. Because our decision to
issue debt or equity securities or incur otherdaeings in the future will depend on market condif@nd other factors beyond our control, we
cannot predict or estimate the amount, timing, mreatu success of our future capital raising effortsus, common stockholders bear the risk that
our future issuances of debt or equity securitresup incurrence of other borrowings will negativeffect the market price of our common st

Your percentage ownership in us may be dilutedlie future.

As with any publicly traded company, your percertag/nership in us may be diluted in the future beeaof equity issuances for acquisitions,
capital market transactions or otherwise, includimghout limitation, equity awards that may berged to our directors, officers and employe
Our board of directors has approved an Incentivawilan (the “Plan”), which provides for the grahequity-based awards, including
performance awards, stock options, stock apprediatijhts, restricted stock and other equity-basstinonequity based awards to our direct
officers and employees. We reserved 7,000,000 studieur common stock for issuance under the Flana more detailed description of the
Plan, see “Part lll—Item 12. Security OwnershigCefrtain Beneficial Owners and Management and Reateckholder Matters.”

If securities analysts do not publish research @ports about our business or if they downgrade gtock or our sector, our stock price ai
trading volume could decline.

The trading market for our common stock will retygart on the research and reports that industfipancial analysts publish about us or our
business. We do not control these analysts. Fumitve, if one or more of the analysts who do cowedawngrade our stock or our industry, or
the stock of any of our competitors, or publishcimaate or unfavorable research about our busitfesgyrice of our common stock could
decline. If one or more of these analysts ceasesrage of us or fails to publish reports on us laty) we could lose viability in the market,
which in turn could cause our stock price or trgdinlume to decline.
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Increases in market interest rates may reduce degh&r our common stock and result in a decline ing market price of our common stoc

The market price of our common stock may be infbgehby the distribution yield on our common staok (the amount of our annual
distributions as a percentage of the market pric@ipcommon stock) relative to market interesésatAn increase in market interest rates, which
are currently low compared to historical levelsyrtead prospective purchasers of our common stekpect a higher distribution yield, which
we may not be able, or may choose not, to prowigher interest rates would also likely increaselmarrowing costs and decrease our oper.
results and cash available for distribution. Thugher market interest rates could cause the maria of our common stock to decline.

Our rights and the rights of our stockholders toka action against our directors and officers arerlited, which could limit our stockholders’
recourse in the event of actions not in our stocktiers’ best interests.

Under Maryland law generally, a director is regdite perform his or her duties in good faith, imanner he or she reasonably believes to be in
our best interests and with the care that an ontiarudent person in a like position would uselansimilar circumstances. Under Maryland
law, directors are presumed to have acted in aeocsiwith this standard of conduct. In addition, charter eliminates the liability of our
directors and officers to us and our stockholdersfoney damages, except for liability resultingnfi

» actual receipt of an improper benefit or profinieney, property or services;

» active and deliberate dishonesty by the directafficer that was established by a final judgmenbaing material to the cause
action adjudicatec

Our charter authorizes us to obligate ourselvesoamdbylaws obligate us, to the maximum extent figech by Maryland law in effect from time
to time, to indemnify and to pay or reimburse reatde expenses in advance of final dispositionmfogeeding to any present or former dire

or officer who is made or threatened to be madarty po the proceeding by reason of his or herisento us in that capacity. As a result, we and
our stockholders may have more limited rights agfainir directors and officers than might otherveigist absent the current provisions in our
charter and bylaws.

Certain provisions of Maryland law could inhibit dnges in control.

Certain provisions of the Maryland General Corpgorataw, or MGCL, may have the effect of deterranthird party from making a proposal to
acquire us or of impeding a change in our contnalar circumstances that otherwise could providéntiders of our common stock with the
opportunity to realize a premium over the then-pi@vg market price of our common stock, including:

* “business combinati’ provisions that, subject to limitations, prohibértain business combinations between us ar“interestec
stockholder” (defined generally as any person wéefficially owns, directly or indirectly, 10% or megoof the voting power of our
outstanding voting stock or an affiliate or asstec@ ours who was the beneficial owner, directiyndlirectly, of 10% or more of the
voting power of our then outstanding voting stotkry time within the twgrear period immediately prior to the date in quastifor
five years after the most recent date on whictstbekholder becomes an interested stockholderthardafter impose fair price
and/or supermajority stockholder voting requirerseart these combinations; a

» “control shar” provisions that provide th“control share” of our company (defined as voting shares that, vaggregated wit
other shares controlled by the stockholder, erttidestockholder to exercise one of three incrgasinges of voting power in electi
directors) acquired in a “control share acquisiti@efined as the direct or indirect acquisitionogfnership or control of issued and
outstanding control shares) have no voting rigktept to the extent approved by our stockholderghbyaffirmative vote of at least
two-thirds of all the votes entitled to be cast onrtiadter, excluding all interested shai
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As permitted by Maryland law, we have elected, dgofution of our board of directors, to opt outle business combination provisions of the
MGCL, provided that such business combination lestapproved by our board of directors (includimgagority of directors who are not
affiliated with the interested stockholder), andrquant to a provision in our bylaws, to exempt aoguisition of our stock from the control st
provisions of the MGCL. However, our board of ditgs may by resolution elect to repeal the exemftiom the business combination
provisions of the MGCL and may by amendment tolgdaws opt into the control share provisions of Mi@CL at any time in the future.

Certain provisions of the MGCL permit our boarddakctors, without stockholder approval and regzssllof what is currently provided in our
charter or bylaws, to adopt certain mechanismsgsoimvhich (for example, a classified board) wendbhave. These provisions may have the
effect of limiting or precluding a third party fromaking an acquisition proposal for us or of delgyideferring or preventing a change in our
control under circumstances that otherwise couldige the holders of our common stock with the oppuoty to realize a premium over the tl
current market price. Our charter contains a pronigthereby we elect to be subject to the provisiohTitle 3, Subtitle 8 of the MGCL relating
to the filling of vacancies on our board of diresto

As a holding company with no direct operations, vedy on funds received from our operating partneliphto pay liabilities.

As a holding company that conducts substantiallpfabur operations through our operating partnigrsive rely on distributions from our
operating partnership to pay any dividends we milgaiare on shares of our common stock. We algareHistributions from our operating
partnership to meet any of our obligations, inahgdany tax liability on taxable income allocateditofrom our operating partnership. In
addition, because we are a holding company, yaimel as stockholders will be structurally subortédeao all existing and future liabilities and
obligations (whether or not for borrowed moneypaf operating partnership and its subsidiariesr&foee, in the event of our bankruptcy,
liquidation or reorganization, our assets and trodsmir operating partnership and its subsidianigishe able to satisfy the claims of our
stockholders only after all of our and our opemgtartnership’s and its subsidiaries’ liabilitiexlaobligations have been paid in full.

We currently own directly or indirectly 100% of therests in our operating partnership. Howewvecannection with our future acquisition of
properties or otherwise, we may issue OP Unithitd parties. Such issuances would reduce our ashigein our operating partnership. Beca
you will not directly own units of our operatingrp@ership, you will not have any voting rights witspect to any such issuances or ¢
partnership level activities of our operating parghip.

Our charter places limits on the amount of commotoek that any person may own.

No more than 50% of the outstanding shares of oomeon stock may be beneficially owned, directlynalirectly, by five or fewer individual

at any time during the last half of each taxablaryether than the first taxable year for whichetettion to be a REIT has been made). Unless
exempted by our board of directors, prospectivelsetroactively, our charter prohibits any persogmup from owning more than 9.8% in
value or in number of shares, whichever is mortictise, of the outstanding shares of any classesies of our capital stock. These provisions
may have the effect of delaying, deferring or préigy a change in control of us, including an extdénary transaction such as a merger, tender
offer or sale of all or substantially all of oursass that might involve a premium price for holdgrsur common stock.

If anyone transfers shares in a way that wouldat@the ownership limit, or prevent us from quétifyas a REIT under the U.S. federal income
tax laws, those shares instead will be transfawedtrust for the benefit of a charitable beneafigiand will be either redeemed by us or sold to a
person whose ownership of the shares will not téolae ownership limit. If this transfer to a trfeils to prevent such a violation or our
continued qualification as a REIT, then the initidended transfer shall be null and void from dgset. The intended
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transferee of those shares will be deemed neveae owned the shares. Anyone who acquires shaxéslation of the ownership limit or the
other restrictions on transfer in our charter béfaesisk of suffering a financial loss when thargs are redeemed or sold if the market price of
our shares falls between the date of purchasehendate of redemption or sale.

Our charter permits our board of directors to isspeeferred stock on terms that may subordinate tights of the holders of our current
common stock or discourage a third party from actgng us.

Our board of directors is permitted, subject tdaiarrestrictions set forth in our charter, to awike the issuance of up to 500,000,000 shares of
common stock and 50,000,000 shares of preferret stithout stockholder approval. To facilitate @lnility to qualify as a REIT in connection
with a potential section 336(e) election, we issli28l shares of Series A Preferred Stock to 12%iihaal investors on January 5, 2015. Further,
our board may classify or reclassify any unissuetess of common or preferred stock into other elass series of stock and establish the
preferences, conversion or other rights, voting gr@wrestrictions, limitations as to dividends attier distributions, qualifications, and terms or
conditions of redemption of the stock and may anmmmndcharter from time to time to increase or daseethe aggregate number of shares or the
number of shares of any class or series that we aathority to issue without stockholder approVals, our board of directors could authorize
us to issue shares of preferred stock with terndscanditions that could subordinate the rightshefhiolders of our common stock or shares of
preferred stock or common stock that could haveeffext of delaying, deferring or preventing a apgum control of us, including an
extraordinary transaction such as a merger, teoffler or sale of all or substantially all of oursass, that might provide a premium price for
holders of our common stock.

Our conflict of interest policy may not be succeagish eliminating the influence of future conflictsof interest that may arise between us and
our directors, officers and employees.

Our conflict of interest policy provides that amgirisaction, agreement or relationship in which@nyur directors, officers or employees has a
material direct or indirect pecuniary interest mustapproved by a majority of our disintereste@ators. Other than this policy, however, we
may not adopt additional formal procedures forrthgew and approval of conflict of interest trartsats generally. As such, our policies and
procedures may not be successful in eliminatingrtfieence of conflicts of interest.

Conflicts of interest could arise in the future beeen the interests of our stockholders and the iatds of any holders of OP Units in our
operating partnership, which may impede businessidmns that could benefit our stockholders.

If in the future we have unaffiliated owners of ORits, conflicts of interest could arise as a restithe relationships between us and our
affiliates, on the one hand, and our operatingngaship or any partner thereof, on the other. Qractbrs and officers have duties to us under
applicable Maryland law in connection with theirmagement of our company. At the same time, XHRIB®, our whollyewned subsidiary,
general partner of our operating partnership, lthgiary duties and obligations to our operatingmership and its limited partners under
Delaware law and the partnership agreement of perating partnership in connection with the managygrof our operating partnership. Our
duties as general partner to our operating pattigeesd its partners may come into conflict with thuties of our directors and officers to our
company. These conflicts may be resolved in a nrahiag is not in the best interests of our stochd.

Certain provisions in the partnership agreement four operating partnership may delay or prevent atisited acquisitions of us.

If in the future we have unaffiliated owners of ORits, provisions in the partnership agreemenbfaroperating partnership may delay or make
more difficult unsolicited acquisitions of us oragiges in our control. These provisions could disage third parties from making proposals
involving an unsolicited acquisition of us or a mha in our control, although some stockholders mighsider such proposals, if made,
desirable.
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Our board of directors may change our investmentipies without stockholder approval, which couldtat the nature of your investment.

Our investment policies may change over time. Tkeéhods of implementing our investment policies rabp vary, as new investment
techniques are developed. Our investment politiesmethods for implementing them, and our othgeatlves, policies and procedures may be
altered by a majority of the directors without #iproval of our stockholders. As a result, the reatd your investment could change without
your consent. A change in our investment strategy,ramong other things, increase our exposureteoeist rate risk, default risk a

commercial real property market fluctuations, &ubich could materially and adversely affect obility to achieve our investment objectives.

Our board of directors is expected to approve viergad investment guidelines for us and we expeeitttthe board of directors will not review
or approve each investment decision made by ouli@emanagement team.

We expect that our board of directors will autherir senior management team to follow broad imvest guidelines and, therefore, we expect
that our senior management team will have greimdi in determining the assets that are propersiments for us, as well as the individual
investment decisions. Our senior management teaymmadie investments with lower rates of return tthense anticipated under current market
conditions and/or may make investments with gra@&s to achieve those anticipated returns. Weetdhat our board of directors will not
review or approve each proposed investment by enibs management team.

Item 1B. Unresolved Staff Comments

None.

Item 2. Properties
Overview

As of December 31, 2014, we owned a portfolio ohdéels, comprising 12,636 rooms, across 19 statdghe District of Columbia, and
had a majority interest in two hotels under develept. For the year ended December 31, 2014, thragez@ccupancy rate for our hotels was
76.3%, and the ADR and RevPAR of our hotels wag ®¥&and $135.76, respectively. The following tatges forth certain operating
information on a pro form@& basis for the years ended December 31, 2014, 204 2@ 2:

Year Ended December 31

2014G) 2013 2012
Statistical Data:
Number of Hotel(?) 46 45 31
Number of Room(?) 12,63¢ 11,99: 8,68¢
Occupancy® 76.2% 75.2% 71.5%
ADR @ $177.9¢ $167.1¢ $151.8:
RevPAR® $135.7¢ $125.7: $108.5¢

(1) Includes full year data for any hotel acquired dgrhe applicable period by including applicabléadar such hotels while they were un
prior ownership. See “Part llI—Item 7. ManagemeBiscussion and Analysis of Financial Condition &webults of Operations—Results
of Operations’for a presentation of such statistics from the décquisition of such hotels. For only those otperated by Marriott, o
historical annual operating results represented frem 2012 to 2013 include a-53 week fiscal calendar used by Marriott at thatti

(2) The table excludes our two hotels under developr

(3) Full-year data for 2014 reflects impact by the Augud4?8outh Napa Earthquake which resulted in damityeoahotels, the Andaz Naj
and Marriott Napa Valley Hotel & Spa. The Marristtstained limited damage, with 4,305 room nightsoborder, and fully re-opened in
October 2014. The Andaz partially re-opened in Ddwmer 2014, with a total 17,106 room nights outrfen, and fully re-opened in
January 201t
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Geographic Diversification

We believe our portfolio of hotels is geographigaliverse. Our management team has implementedxewlited a strategy of acquiring
hotels in the Top 25 Markets and key leisure dasitins in the U.S. As of December 31, 2014, 66%ufrooms are located in the Top 25
Markets. The following table shows the geograpliesification as of December 31, 204

Regior
South Atlantic

(Delaware, Georgia, Florida, Maryland, North Caroé, South
Carolina, Virginia, West Virginia

West South Centr:

(Arkansas, Louisiana, Oklahoma, Tex

Pacific

(Alaska, California, Hawaii, Oregon, Washingtc

Mountain

(Arizona, Colorado, Idaho, Montana, Nevada,

New Mexico, Utah, Wyomin
Other

(East North Central, East South Central, West N@#émtral, Middle

Atlantic, New England
Total

(1) The table excludes our two hotels under developr

Operating Information

Number of

Hotels

1t

9

10
46

Number of

Rooms

3,26¢

3,33¢

3,05¢

1,01¢

1,95:
12,63¢

The following tables show certain operating infotimia by region on a pro formi& basis for the years ended December 31, 2014, 2td

2012@):
Year Ended December 31
20143 2013 2012

Regior Occupancy ADR RevPAR  Occupancy ADR RevPAR  Occupancy ADR RevPAR
South Atlantic 77.8% 172.3. $133.3¢ 75.(% $167.4¢ $125.5¢ 72.5% $153.1¢ $111.1C
West South Centr: 72.2% 184.20 $133.0: 7286 $172.2( $124.7: 66.% $157.1° $104.1¢
Pacific 80.5% 188.4( $151.6( 81.1% $172.4¢ $139.7¢ 78.5% $151.5¢ $119.0¢
Mountain 78.1% 167.9¢ $132.1: 75.(% $156.8¢ $117.6° 63.2% $138.0. $ 87.3:
Other 73.1% 165.0¢ $121.5] 73.2% $156.4¢ $114.4¢ 71.5% $146.4¢ $104.7:
Total 76.2% 177.9% $135.7¢ 75.2% $167.1¢ $125.7: 71.5% $151.8: $108.5:

(1) Includes full year data for any hotel acquired dgrhe applicable period by including applicabléadar such hotels while they were un
prior ownership. See “Part llI—Item 7. ManagemeBliscussion and Analysis of Financial Condition &webults of Operations—Results
of Operations’for a presentation of such statistics from the dagecquisition of such hotels. For only those lotperated by Marriott, o
historical annual operating results represented frem 2012 to 2013 include a-53 week fiscal calendar used by Marriott at thatti

(2) The table excludes our two hotels under developr

(3) Full-year data for 2014 reflects impact by the Augud4?8outh Napa Earthquake which resulted in damityeoahotels, the Andaz Naj
and Marriott Napa Valley Hotel & Spa. The Marristtstained limited damage, with 4,305 room nightsoborder, and fully re-opened in
October 2014. The Andaz partially re-opened in Demer 2014, with a total 17,106 room nights outrofen, and fully re-opened in

January 201t
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Brand Affiliations

Our portfolio of hotels operate under premium bsamwdth approximately 76% of our rooms operatingemMarriott, Hilton or Hyatt
brands. The following table sets forth our brarfidiafions as of December 31, 20¢4:

Percentage
Number Number of Total
Brand Affiliation of Hotels of Room:s Rooms
Marriott
Autograph Collectior® 3 437 3.5%
Courtyard by Marriot 4 63C 5.C%
Marriott 9 3,09¢ 24.5%
Renaissanc 2 1,01¢ 8.C%
Residence Ini 3 637 5.C%
Subtotal 2: 5,817 46.(%
Hilton
DoubleTree 1 22C 1.7%
Embassy Suite 1 228 1.8%
Hampton Inr 2 264 2.1%
Hilton 3 66¢ 5.2%
Hilton Garden Inr 2 47¢ 3.8%
Homewood Suite 1 162 1.2%
Subtotal 10 2,01¢ 16.(%
Hyatt
Andaz 3 451 3.6%
Hyatt 1 11€ 0.€%
Hyatt Regenc) 2 1,154 9.1%
Subtotal 6 1,72: 13.€%
Kimpton
Lorien 1 107 0.8%
Monaco 3 60= 4.8%
Subtotal 4 712 5.€%
Starwood
Westin 2 892 7.1%
Subtotal 2 89: 7.1%
Aston 1 64t 5.1%
Fairmont 1 54¢E 4.2%
Loews 1 28t 2.2%
Total 46 12,63¢ 100.(%

(1) Excludes our two hotels under developm:
(2) Our two hotels under development are Autographectbin hotels, which will have a total of 150 rool

50



Table of Contents

Our Hotels
The following table provides a list of our portimlas of December 31, 2014:

Regior Brand Hotel Chain Scale

Year Parent Management
Hotel Rooms  Acquired  State 1) Company Company @ Segment(®
Operating Hotels
Marriott San Francisco Airport Waterfro®* 685 2012 CA P Marriott Marriott uu
Hyatt Regency Orange Cour®* 653 2008 CA P Hyatt Hyatt uu
Aston Waikiki Beach Hote®)* 645 2014 HI P Aston Aston U
Fairmont Dallas4)* 545 2011 TX WSC Fairmont Fairmont L
Renaissance Atlanta Waverly Hotel & Convention @e(** 522 2012 GA SA Marriott Renaissanc uu
Hyatt Regency Santa Cla4) ©) 501 2013 CA P Hyatt Hyatt uu
Renaissance Austin Hot* 492 2012 TX WSC Marriott Renaissanc uu
Westin Galleria Housto®)* 487 2013 TX WSC Starwooc Westin uu
Marriott Dallas City Cente®* 416 2010 TX WSC Marriott Marriott uu
Marriott Griffin Gate Resort & Sp“) 409 2012 KY ESC Marriott Marriott uu
Westin Oaks Houston at the Galle®* 406 2013 TX WSC Starwooc Westin uu
Marriott Charleston Town Cent® (6) 352 2011 WV SA Marriott Marriott uu
Marriott Woodlands Waterway Hotel & Convention Gan4) (7)* 343 2007 X WSC Marriott Marriott uu
Hilton Garden Inn Washington DC Downto\®)* 300 2008 DC SA Hilton Urgo U
Marriott Atlanta Century Center / Emory Ar(®)* 287 2008 GA SA Marriott Marriott uu
Loews New Orleans Hot(4* 285 2013 LA WSC Loews Loews L
Marriott Napa Valley Hotel & Sp* 275 2011 CA P Marriott Sage uu
Hilton University of Florida Conference Center Gasnille ) 6) 248 2007 FL SA Hilton Davidson uu
Grand Bohemian Hotel Orlando, an Autograph Coltectiotel®* 247 2012 FL SA Marriott Kessler uu
Residence Inn Denver City Cen®* 228 2013 Cco M Marriott Sage U
Hilton Suites Phoeni* 226 2008 AZ M Hilton Hilton uu
Hotel Monaco Salt Lake Cit 225 2013 uT M Kimpton Kimpton uu
Embassy Suites Baltimore North / Hunt Val 223 2008 MD SA Hilton Embassy Suite uu
Residence Inn Boston Cambrid®* 221 2008 MA NE Marriott Residence Ini U
DoubleTree by Hilton Hotel Washington C* 220 2008 DC SA Hilton Davidson U
Marriott West Des Moine 219 2010 1A WNC Marriott Concord uu
Courtyard Fort Worth Downtown / Blacksto 203 2008 TX WSC Marriott Courtyard U
Hilton St. Louis Downtown at the Arc* 195 2012 MO WNC Hilton Hilton uu
Hotel Monaco Chicag®* 191 2013 IL ENC Kimpton Kimpton uu
Hotel Monaco Denve®* 189 2013 co M Kimpton Kimpton uu
Residence Inn Baltimore Inner Hart 188 2008 MD SA Marriott Urgo U
Courtyard Pittsburgh Downtow® 182 2010 PA MA Marriott Concord U
Hilton Garden Inn Chicago North Shore / Evan<4)* 178 2007 IL ENC Hilton Interstate U
Homewood Suites by Hilton Houston Near the Gall* 162 2008 TX WSC Hilton White U
Andaz San Dieg®”* 159 2013 CA P Hyatt Hyatt L
Andaz Savanna®”* 151 2013 GA SA Hyatt Hyatt L
Hampton Inn & Suites Denver Downtov®* 148 2008 CcO M Hilton Hampton Inr UM
Andaz Nap4* 141 2013 CA P Hyatt Hyatt L
Courtyard Kansas City Country Club Ple 123 2007 MO WNC Marriott Interstate U
Courtyard Birmingham Downtown at UA®) 122 2008 AL ESC Marriott Courtyard U
Hyatt Key West Resort & Sg* 118 2013 FL SA Hyatt Hyatt uu
Hampton Inn & Suites Baltimore Inner Hart 116 2007 MD SA Hilton Urgo UM
Bohemian Hotel Celebration, an Autograph Collectitntel” 115 2013 FL SA Marriott Kessler uu
Marriott Chicago at Medical District / Ul* 113 2008 IL ENC Marriott Davidson uu
Lorien Hotel & Sp&* 107 2013 VA SA Kimpton Kimpton uu
Bohemian Hotel Savannah Riverfront, an AutographeCtion Hotel® * 75 2012 GA SA Marriott Kessler uu
Hotels Under Developmer
Grand Bohemian Mountain Brook, an Autograph CoitecHotel(“) ) 100 N/A AL ESC Marriott Kessler uu
Grand Bohemian Charleston, an Autograph Colledtlotel 4) )" 50 N/A SC SA Marriott Kessler uu
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* Top 25 Market or key leisure destinatit

(1) “ENC refers to East North Central; “ESC” refeo East South Central; “M” refers to Mountain; AMrefers to Middle Atlantic; “NE” refers to New Etand; “P” refers to
Pacific;“SA” refers to South Atlantic*WNC" refers to West North Centré*WSC” refers to West South Centr

(2) “Aston” refers to an affiliate of Aston Hote$sResorts LLC; “Courtyard” refers to Courtyard M@eament Corporation; “Concord” refers to Concord pitadity Enterprises
Company; “Davidson” refers to Davidson Hotel CompahC; “Embassy Suites” refers to Embassy Suitesmdfement LLC; “Fairmont” refers to Fairmont Hot&lRkesorts
(U.S.) Inc.; “Hampton Inn” refers to Hampton Innaivagement LLC ; “Hilton” refers to Hilton Managemé&h C; “Hyatt” refers to Hyatt Corporation; “Inteiate” refers to
Interstate Management Company, LLC; “Kessler” reterKessler Collection Management, LLC; “Kimptaefers to Kimpton Hotel & Restaurant Group, LLC;o&ws”
refers to Loews New Orleans Hotel Corp.; “Marriattfers to Marriott Hotel Services, Inc.; “Renaissal’ refers to Renaissance Hotel Operating Compédssidence Inn”
refers to Residence Inn by Marriott, Inc.; “Resaré@t” refers to ResortQuest Hawaii, LLC; “Sage'ersfto affiliates of Sage Hospitality ResourcesCl LUrgo” refers to
Urgo Hotels LP“Westir” refers to Westin Operator, LLC; a“White” refers to White Lodging Services Corporati

(3) “L” refers to Luxury“UU"” refers to Upper Upscal“U” refers to Upscale‘UM” refers to Upper Midscals

(4) This property is subject to mortgage debt at Deaarth, 2014

(5) On March 2, 2015 we paid off a mortgage in the amotfi $26.3 million relating to the Andaz San Die

(6) This hotel is subject to a ground lease that coattisf the land underlying the hotel. £*Our Principal Agreemer—Ground Lease¢’ for more information

(7) This hotel is subject to a ground lease that coagrsrtion of the land underlying the hotel. ¢ Our Principal Agreemer—Ground Lease¢’ for more information

(8) We own a 75% interest in the Grand Bohemian iMain Brook, which is expected to open in the fowuptiarter of 2015. Our partner for this hotel iséd&ark at Mountain
Brook, LLC. Total costs to develop the hotel arénested to be $43.0 million, of which we have inedt $21.0 million as of December 31, 2014 and otal tapital
commitment is limited to $9.6 million. The constiion loan on this project is $26.3 million, of whi§10.1 million in principal amount is outstandiag of December 31, 201
Borrowings on the interest-only construction lo@abinterest at LIBOR plus 2.5% and the loan mature2020 with no extension option. We chose toettgy this hotel in
order to add an asset to our portfolio that is \weBitioned to experience strong growth and caphaeket share in a high barrier-to-entry locatiathva limited supply of
upper upscale properties. This opportunity was anbilable to us as a joint ventu

(9) We own a 75% interest in the Grand Bohemianri@kton, which is expected to open in the thirdrtgreof 2015. Our partner for this hotel is KesdWereting Street, LLC.
Total costs to develop the hotel are estimatedt$39.0 million, of which we have incurred $18.1liom as of December 31, 2014 and our total cagiemhmitment is limited
to $7.2 million. The construction loan on this grjis $20.0 million, of which $11.1 million in pgipal amount is outstanding as of December 3142Bbrrowings on the
interest-onlyconstruction loan bear interest at LIBOR plus 2&8%d the loan matures in 2020 with no extensioroopiiVe chose to develop this hotel in order to audsset t
our portfolio that is well positioned to experiersteong growth and capture market share in a haghdy-to-entry location with a limited supply opper upscale properties.
This opportunity was only available to us as atjeenture.

Asset Management

In order to qualify as a REIT, we do not operatelmtel properties, but rather rely on qualifiedperienced third-party hotel managers to
manage our hotels on a day-to-day basis. As aveaatiner, we provide direction and oversight to management companies and on-site
property management teams to enhance performare@awe an experienced asset management teamahag$oon driving property
performance through revenue enhancement and coisticment efforts. Because we work with a wide etgrof brand-managed and
independent management companies, we actively ber&performance across our portfolio and seektenel identified best practices at our
hotels. We have frequent interactions with our ngan@ent companies and on-site management pers@gaeting revenue management
strategies in an effort to optimize channel distitin and pricing strategies. We regularly condizdes, marketing, and financial performance
reviews designed to identify strengths and wealegetsmt can be addressed to enhance property parfoe. We also conduct periodic on-site
meetings with property and regional personnel andiipth operational reviews focused on identifyiegy and ongoing margin improvement
initiatives.

We meet regularly with key executives of our mamaget companies and brands and participate in vanmanagement and brand owner
advisory committees at which we provide feedbackatel-level and corporate programs and initiatiWe strive to negotiate management
agreements that provide us with the maximum amotftxibility with regard to economic terms and oev input. Our asset management team
also seeks to enhance value through the optimizafiancillary real estate opportunities.

Project Management

Our asset management team is closely linked withmhouse capital planning and project managernsam. Together, they are
responsible for developing long-term capital plorseach of our properties, taking into
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consideration the age of the property, potentidiopmance enhancement, and brand requirements.éliévé that by maintaining this function
in-house, rather than outsourcing it to third gextiwe are able to execute our renovation progedower cost and in a more timely manner. In
addition, our project management team has exteesiperience in the ground-up development of hatgperties, providing both in-depth
knowledge of major building systems as well asapportunity for us to evaluate potential expansiod development opportunities. We view
this as a significant competitive strength.

Our asset management team regularly reviews opptiesito reinvest in our hotels to maintain qualihcrease long-term value and
generate attractive returns on invested capitalalse review opportunities to dispose of hoteltat@ advantage of market conditions or in
situations where the hotels no longer fit withirr strategic objectives. We believe our breadthxpiegience and integrated in-house asset
management and project management teams are iestralnn our ability to acquire and operate asaptsto capitalize on redevelopment
opportunities.

Since 2008, we have invested a total of approxiln&235 million during our ownership period in cgbiexpenditures to competitively
position our portfolio to increase revenues as agllo keep our hotels well maintained. During ffgsod, in addition to ongoing renovation
projects related to building systems and infrastng; we have completed guest room renovationg af 2ur hotels, lobby renovations at 22 of
our hotels, food and beverage facility renovatiang2 of our hotels and meeting space renovatibh8 af our hotels. In 2015, we currently p
to complete guest room renovations at three hatedsare developing plans for additional renovatiorisbbies, food and beverage facilities
and/or meeting spaces at six hotels.

Our Principal Agreements
Hotel Management and Franchise Agreements

In order to qualify as a REIT, we cannot directhyralirectly operate any of our hotels. We leaseheaf our 46 hotels to TRS lessees,
which in turn engage property managers to managbaials. Each of our hotels is operated pursumatiotel management agreement with an
independent hotel management company. Approximatafyof our hotels, which we refer to as “frana@dshotels” are also operated under
distinct franchise agreements, a few of which ath an affiliate of the hotel’'s management compaiyyproximately half of our hotels are not
subject to a franchise agreement, and insteadveetieé benefits of one pursuant to the hetedanagement agreement. We refer to these ho
“brand-managed hotels.”

Below is a general overview of the management eantthise agreements for our hotels, summarizingtineipal terms found in each
type of agreement.

Management Agreements for Brand-Managed Hotels

Pursuant to our management agreements for brandgedrhotels, the management company controls thtoeday operations of each
hotel, and we are granted limited approval righits wespect to certain of the management compautiens, including entering into long-term
or high value contracts, engaging in certain asti@ating to legal proceedings, approving the afrey budget, making certain capital
expenditures and the hiring of certain managemerstgmnel.

As in our franchise agreements described belowaregrovided with a variety of services and besgifitcluding the right to use the nar
marks and system of operation of a brand affiliatétl the management company, as well as centthtiggervation systems, national
advertising, marketing programs and publicity desijto increase brand awareness, training of peesamd payroll and accounting services.

Of our brand-managed hotels, approximately haliw@eaged by Marriott, approximately a quarter aamaged by Hyatt, and the rest are
managed by management companies affiliated withri@ty of other brands.
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Term

The majority of our management agreements for braadaged hotels contain an initial term betweetoZ8D years, and have an average
remaining initial term of approximately 15 yearssaming no renewal options are exercised by theageanent company. These agreements
generally allow for one or more renewal periodthatoption of the management company, for an aeam@maining term including the exercise
of all renewal options of approximately 29 years.

Fees

Our management agreements for brand-managed hgiedally contain a two-tiered fee structure, wherthe management company
receives a base management fee and, if certaincimlathresholds are met or exceeded, an incemagagement fee. The base management fee
is typically 3.0% of gross hotel revenues or retgiput ranges from 2.0% to 7.0%, the highest d€whlso include fees for additional non-
management services. The incentive managementsiags from 10% to 40% of the available cash flowadjusted profit remaining after we
receive an annual payment typically equal to 10P% of our total capital investment in the hotek Also pay certain accounting services fet
the management companies in a majority of the ageats.

Termination Events
Performance Termination

Most of our management agreements for our brancageahhotels align our interests with those of tia@agement company by providing
us with a right to terminate the agreement if themagement company fails to achieve certain critetating to the performance of the hotel. We
generally may initiate a performance terminatiorlifring any two consecutive year period, (i) tb&ehfails to achieve a specified amount of
operating profit, and (ii) certain operating medraf the hotel, as compared to a competitive shot#ls in the relevant local market as agreed
between the parties, fail to exceed a specifiegktiold as set forth in the applicable managemereagent. In substantially all of the
management agreements for brand-managed hotelmnath@gement company has a right to avoid a perforengermination by paying an
amount equal to the amount by which the operatimfjtdor the two year period was less than thdqrenance termination threshold, as set forth
in the applicable management agreement.

Early Termination and Liquidated Damages

Subject to certain qualifications, notice requiretseand applicable cure periods, the managemeeéagmts for our branghanaged hote
are generally terminable by either party upon aemietcasualty or condemnation of the hotel ordbeurrence of certain customary events of
default, including, among others: the bankruptcineolvency of either party; the failure of eithgarty to make a payment when due, and failure
to cure such non-payment after due notice; or brégceither party of covenants or obligations uritlermanagement agreement.

Additionally, the management company typically tiesright to terminate the management agreemes#riain situations, including the
occurrence of certain actions with respect to thetgage or our interference with the managementemyi's ability to operate the hotel by
failing to approve required capital improvement&mpenditures or by failing to complete or commerazpiired repair after damage or
destruction to the hotel. Most of our agreementaataequire payment of liquidated damages in themeof an early termination; however, our
Marriott brand-managed hotels require us to esthlalireserve fund out of gross revenues to beinghd event of a termination. The fund is to
be used to reimburse the management company foostd and expenses incurred by the managementogripat relate to (i) the operation of
the hotel prior to termination but that accrue rafégemination, (ii) the management company terniiggits employees and/or (iii) the payment of
any pending or contingent claims, depending oratireement.
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Sale of a Hotel

Our management agreements for our brand-managels lgeinerally provide that we cannot sell a hatel person who: (i) does not have
sufficient financial resources, (i) is of bad miocharacter, (iii) is a competitor, or (iv) is aesjally designated national or blocked persongés s
forth in the applicable management agreement. Umast agreements, we will default if we proceedwitsale without the management
company’s consent and the assignment of the Bateinagement agreement. Some of the agreemenidetbat our sale or transfer of the h
to an affiliate does not require us to obtain tbesent of the management company.

Management Agreements for Franchised Hotels

Our franchised hotels are managed by various garty management companies, which are either indkgpe or are affiliated with a
hotel's brand. As in our management agreementisriord-managed hotels, the management company Isottiteoday-to-day operations of each
hotel, and we are granted limited approval righits wespect to certain of the management compautiens, including entering into long-term
or high value contracts, engaging in certain asti@ating to legal proceedings, approving the afieg budget, making certain capital
expenditures and the hiring of certain managemerstgmnel.

Term

Our management agreements for franchised hotekraincontain initial terms between seven and d&ry with an average remaining
initial term of approximately five years. Almost af these agreements either do not contempladé@ewal or extension of the initial term or
cannot be extended without our consent, and therag be extended at the option of the managenoenpany if certain conditions are met.
Assuming all renewal or extension options are extithe average remaining term is approximateliiteigars.

Fees

Generally, the management agreements for franchisteds contain a two-tiered fee structure in whtghmanagement company receives
a base management fee and, if certain financiastioids are met or exceeded, an incentive managéeeeach calculated on a per hotel basis.
The base management fees range from 1.5% to 4.@¥0s$ hotel revenue, with some base fees incigeasier time. Almost all of the incentive
management fees range from 10% to 30% of net opgriaicome (or other similar metric, as definedia management agreement) remaining
after deducting a priority return typically equal0%-11% of our total capital investment in théehd/NVe also pay certain accounting services
fees to the management companies under a majbtitye @greements.

Termination Events
Performance Termination

As with our management agreements for braraohaged hotels, most of the management agreeneeffitarichised hotels provide us witl
right to terminate the agreement if the managermempany fails to achieve certain criteria relatioghe performance of the hotel. Generally,
we may initiate a performance termination if, dgramy two consecutive year period, (i) the hoti$ i@ achieve a specified amount of opera
profit, and (ii) certain operating metrics of thetél, as compared to a competitive set of hotetherrelevant local market as agreed between the
parties, fail to exceed a specified threshold afosth in the applicable management agreemergoime of the management agreements for
franchised hotels, the management company hastawigich can usually be exercised no more tham @ee hotel, to avoid a performance
termination by paying an amount specified in thpligpble management agreement.
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Early Termination and Liquidated Damages

Subject to certain qualifications, notice requiretseand applicable cure periods, the managemeeeagmts for franchised hotels are
generally terminable by either party upon a maltedaualty or condemnation of the hotel or the amnce of certain customary events of
default, including, among others: the bankruptcineolvency of either party; a breach by eithetyaf covenants or obligations under the
management agreement, including a failure by gsdweide required operating funds or our failurertake a payment when due and failure to
cure such nompayment after due notice; a default by either pantger the corresponding franchise agreementjadanf either party to mainta
a license for the sale of alcoholic beverages;afailure by either party to maintain insuranceig@es$ required under the management
agreement.

In the event that a management company electsriinate a management agreement due to certainseobdéfault by us, the
management company generally may recover a terimingge, as liquidated damages, as set forth imppéicable management agreement.
Several of the management agreements for franchisteds grant us a right to terminate without caysen notice to the management company.
In some instances, such termination requires tiimpat of a termination fee.

Sale of a Hotel

Under a majority of the management agreementgdochised hotels, in order to sell a hotel, we rtershinate the management agreer
and pay a fee to the management company. Howevsonie cases, we may avoid such fees if the neweroither assigned the agreement or
enters into a new agreement with the managemerpaiayn

Franchise Agreements

Our franchised hotels operate under franchise aggets with Hilton, Marriott and Starwood. Pursunéur franchise agreements, we are
granted rights to use the franchisor's name, mankissystem in the operation of our hotels. Franchialso provide us with a variety of services
and benefits, including centralized reservatioriesys, national advertising, marketing programsputdicity designed to increase brand
awareness, training of personnel and maintenancpeyhtional quality at hotels across the brantesysin return, our TRS lessees, as the
franchisees, are required to operate franchiseslhobnsistent with the applicable brand standdrds.franchise agreements generally specify
management, operational, record-keeping, accourmépgrting and marketing standards and proceduitbsvhich our TRS lessees must
comply, and ensure consistency across the brawodtliying standards for guest services, produggsage and furniture, fixtures and equipm
among other things. To ensure our compliance, widsie franchise agreements specify that we mukertize hotel available for quality
inspections by the franchisor. We are also requogzhrticipate in the applicable rewards programefich brand.

Term

A majority of our franchise agreements containrdtial term of 15 to 20 years, with an average ri@ing initial term of approximately 11
years. Almost all of our franchise agreements dacnotemplate any renewals or extensions of thlerm.

Fees

Substantially all of our franchise agreements nexgjhiat we pay a royalty fee ranging between 4%6Gab% of the gross room revenue of
the applicable hotel and, for certain full senicgels, an additional fee ranging between 2% anaB8%ross food and beverage revenue. We
must also pay marketing, reservation or other pnwgiees ranging between 1% and 4.3% of the grass revenue. In addition, under
substantially all of our franchise agreements ftarechisor has the right to require that we reneatest rooms and public facilities from time to
time to comply with then-current brand standardsdél certain agreements, such
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expenditures are mandated at set periods, widmaat some level of expenditure required everytfiveix years. Many franchise agreements also
require the maintenance of a capital reserve fanding between 4% and 6% of gross room revenue teséd for mandated capital
expenditures.

Termination Events

Our franchise agreements provide for terminatiohatapplicable franchisor’s option upon the ocence of certain events, including,
among others: the failure to maintain brand statgjahe failure to pay royalties and fees or tdguer other obligations under the franchise
license; bankruptcy; and abandonment of the frachi a change of control, and in the event of seichination, we are required to pay
liquidated damages.

Guarantee and Franchisor Rights

The TRS lessee that is the franchisee is respenibimaking all payments to the franchisor unterapplicable franchise agreement;
however, Xenia Hotels & Resorts, Inc. and/or theesponding property-owning subsidiary generallgrgntee the TRS lessee’s obligations
under the franchise agreements. In addition, sdrtteedranchise agreements require that we praiddranchisor with a right of first offer or
right of first refusal in the event of certain sat@ transfers of a hotel, and almost all of oueaments provide the franchisor the right to apge
any change in the hotel's management company.

TRS Leases

In order for us to qualify as a REIT, neither oumpany nor any of our subsidiaries, including therating partnership, may directly or
indirectly operate our hotels. Subsidiaries of operating partnership, as lessors, lease our hotelsr TRS lessees, which, in turn, are parti
the existing hotel management agreements with-frarty hotel management companies for each of otalh

Ground Leases

The following table summarizes the remaining priyrtarm, renewal rights, purchase rights and morihlse rent as of December 31, 2
associated with land underlying our hotels and mgd#cilities that we lease from third parties:

Renewal Current
Current Rights / Monthly
Lease Term Purchase Minimum or Base Rent Increases &
Property Expiration Rights Base Rent Renewal Lease Type
Ground Leases: Entire Property
Aston Waikiki Beach Hotel December 31, No renewa $190,8512 Triple Net
2057 rights @) Not applicable
Hyatt Regency Santa Clara April 30, 2035 4 x 10 years, $60,1194  No increase unless Lessee exercise Triple Net
1 x 9 years®) option to expand at which time Base Rent
will be increased by $800 for each additional
hotel room in excess of 5(
Marriott Charleston Town Center December 11, 4 x 10 years $4,167 No increase unless hotel is expanded bey  Triple Net
2032 356 guest rooms, at which time rent shall
increase on a pro rata ba®
Hilton University of Florida Conference Center March 31, 2073 None $3,33¢ Triple Net
Gainesville Not applicable
Marriott Atlanta Century Center / Emory Area December 31, None $2,65¢ Triple Net
2058 Not applicable
Ground Leases: Partial
Convention Center at Marriott Woodlands Water ~ June 30,2100  No renewa $10,1687) Triple Net
Hotel & Convention Cente rights ©) Not applicable
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Tenant has a right of first refusal to purchaseptfoperty, which must be exercised within 30 dayeoeiving the third par’s terms from Landlorc

For and during the period from January 1, 2@0Becember 31, 2029, the Minimum Rent for eachr jgeadjusted based on a calculation tied to thesGmer Price Index. The
monthly minimum or base rent in this chart is foe period from January 1, 2014 through Decembe2@14.

Tenant has a right of first refusal to purchas@all portion of certain areas covered by the tefasate lease

Monthly rent also includes variable incentive re

If the hotel is increased from 356 rooms to 500mepthe new annual base rent will be $71,!

Tenant has a right of first refusal to purchaseptfoperty, which must be exercised within 60 dayeoeiving the third par’s terms from Landlorc

For and during the period from June 29, 2008uioe 28, 2100, the base rent for each year is@djlbased on a calculation tied to the Consumiee Rrdex. The monthly
minimum or base rent in this chart is for the perfi}mm June 29, 2014 through June 28, 2(

Item 3. Legal Proceedings

We are involved in various claims and lawsuitsiagsn the normal course of business, includingcpealings involving tort and other general
liability claims, workers’ compensation and otherpgoyee claims and claims related to our ownershigertain hotel properties. Most
occurrences involving liability, claims of negliggnand employees are covered by insurance witlesbirsurance carriers. We recognize a
liability when we believe the loss is probable aeasonably estimable. We currently believe thauttimate outcome of such lawsuits and
proceedings will not, individually or in the aggetg, have a material effect on our combined codatald financial position, results of operations
or liquidity.

Item 4. Mine Safety Disclosures

Not applicable
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PART Il

Item 5. Market for Registrant's Common Equity, Relaed Stockholder Matters and Issuer Purchases of Edty Securities
Market Information

Our Common Stock began trading on the NYSE undgtitiker symbol “XHR” on February 4, 2015. Our é¢fggmarket price for our
Common Stock on the NYSE was $23.79 per share aohvs, 2015.

Shareholder Information

As of March 25, 2015, there were 31,933 holdengobrd of our outstanding Common Stock. This stotdér figure does not include a
substantially greater number of “street name” halde beneficial holders of our Common Stock whelsa&res are held of record by banks,
brokers and other financial institutions. In orttecomply with certain requirements related to qualification as a REIT, our charter, subject to
certain exceptions, contains restrictions on thalmer of shares of our stock that a person may @un.charter provides that no person may
beneficially or constructively own more than 9.8%value or in number of shares, whichever is mestrictive, of the outstanding shares of any
class or series of our capital stock.

Dividends

On March 13, 2015, the Company’s Board of Directarghorized a cash dividend of $0.1457 per shatkeo€ompany’s Common Stock
for the first quarter of 2015. The dividend reprasehe Company’s anticipated regular quarterlyddird of $0.23 per share, prorated for the
period from February 3, 2015, the Distribution déeMarch 31, 2015, the last day of the first ¢eiarThe dividend will be paid on April 15,
2015 to all holders of record of the Company’s Camritock as of the close of business on March @15 2We anticipate making regular
quarterly distributions to our stockholders. Tolguas a REIT, we must distribute to our stockrelan amount at least equal to:

i. 90% of our REIT taxable income, determined befitve deduction for dividends paid and excluding raet capital gain (which does not
necessarily equal net income as calculated in dacoe with GAAP); plus

ii. 90% of the excess of our net income from fapsare property over the tax imposed on such indoyrtee Code; less

iii. any excess non-cash income (as determinedruihdeCode).

Distributions made by us will be authorized anded®ined by our board of directors, in its sole ition, out of legally available funds,
and will be dependent upon a number of factordudieg our actual and projected results of operagtjdinancial condition, cash flows and
liquidity, our qualification as a REIT and othex &onsiderations, capital expenditures and othkgatipns, debt covenants, contractual
prohibitions or other limitations under applicatdes and other such matters as our board of direct@y deem relevant from time to time. We
cannot assure you that our distribution policy welinain the same in the future, or that any esédhdtstributions will be made or sustained.

Our ability to make distributions to our stockhafslevill depend upon the performance of our assefgim. Distributions will be made in
cash to the extent cash is available for distrdyutiVe may not be able to generate sufficient flasis to pay distributions to our stockholders.
To the extent that our cash available for distidiuts less than the amount required to be disieihunder the REIT provisions of the Code, we
may consider various funding sources to cover aoytill, including borrowing under our $400 miliaunsecured revolving credit facility,
selling certain of our assets or using a portiothefnet proceeds we receive from future offermigsquity, equity-related or debt securities or
declaring taxable share dividends. In addition,aharter allows us to issue preferred stock thaldchave a preference over our common stock
as to distributions. The terms of our Series A &refd Stock provide that we may not pay dividemisur common stock unless full cumulative
dividends for all prior dividend periods have beertontemporaneously are paid or declared on #dtanding shares of Series A Preferred
Stock. We currently have no intention to issue argferred stock other

59



Table of Contents

than the Series A Preferred Stock currently issuetoutstanding, but if we do, the distributionference on the preferred stock could limit our
ability to make distributions to the holders of @@mmon stock. In addition, our board of directwwsld change our distribution policy in the
future.

Share Performance Graph

This information has been omitted as our Commorkstiid not begin trading on an exchange on a sédmige basis until February 4,
2015.

Sale of Unregistered Securities

On January 5, 2015, Xenia issued 125 shares @dhies A Preferred Stock in a private placemeapfroximately 125 investors who
qualify as “accredited investors” (as that terrdé$ined in Rule 501(a) of Regulation D under theuBigies Act) for an aggregate purchase price
of $125,000, in reliance upon the exemption fromrgistration requirements of the Securities Arspant to Rule 506 of Regulation D,
relative to transactions by an issuer not invohamy public offering, to the extent an exemptianirsuch registration was required.

60



Table of Contents

Item 6. Selected Financial Data

You should read the following summary historicadl @no forma combined consolidated financial andrafiag data together with “Part
II-ltem 6. Selected Financial Data,” “Part II-ltem 64ro Forma Financial Information,” “Part llI-ltem 7Management’s Discussion and
Analysis of Financial Condition and Results of Gyiems” “Part I-ltem 1. Business,” “Part I-ltem 2. Propedres” and the combined
consolidated financial statements and related notelided elsewhere in this Annual Report.

The following table shows our combined consolidatelécted financial data relating to our combineasolidated historical financial
condition and results of operations for the yeaded December 31, 2014, 2013, and 2012 and praaféinancial results of operations for the
year ended December 31, 2014. Such selected datllde read in conjunction wi“Part Il—Item 7. Management's Discussion and Anilys
of Financial Condition and Results of Operationsd ¢ghe combined consolidated financial statememisrelated notes appearing elsewhere in
this Annual Report (dollar amounts are stated ausiands, except per share data).

For the year ended December 3.

2014 Pro Forme 2014 2013 2012

Selected Statement of Operations Dats
Number of Hoteld4) 46 46 45 31
Revenues
Room revenue $ 626,14. $631,90: $443,26° $323,95¢
Food and beverage revent 232,97¢ 235,06t 168,36¢ 116,26(
Other revenue 59,91: 59,69¢ 40,23¢ 26,66

Total revenue $ 919,03 $926,66! $651,87: $466,88(
Operating expense
Room expense $ 138,73t $140,12¢ $ 96,44« $ 70,16!
Food and beverage expen 156,17¢ 158,24. 114,01: 78,08(
Other direct expenst 33,35¢ 33,38: 24,54: 17,40:
Other indirect expens:t 213,51¢ 217,81. 157,38! 117,35
Management fee 51,53« 52,10¢ 37,68 26,82"

Total hotel operating expens $ 593,32 $601,66° $430,06! $309,82¢
Depreciation and amortizatic 142,39¢ 141,80 104,22¢ 89,62¢
Real estate taxes, personal property taxes anchimse 41,23( 41,80: 27,54¢ 22,38.
General and administrative expen 38,98 38,89¢ 14,15: 9,00¢
Business management fe 1,474 1,474 12,74 10,81:
Acquisition transaction cos — 1,192 2,27¢ 751
Provision for asset impairmer — 5,37¢ 49,14t —

Total expense $ 817,40 $832,21! $640,15¢ $442,41(

Operating incom $ 101,62 $ 94,45: $ 11,71¢ $ 24,47(
Other income (expense
Gain (loss) on sale of investment proper $ — $ 69: $ — $ (589
Other (loss) incom 227 (1,389 (1,119 79¢
Interest expens (51,565 (57,427 (52,797 (45,06))
Equity in earnings (loss) and gain (loss) and (iimpant) of investment i

unconsolidated entities, n — 4,21¢ (33 (3,719

Income tax expens (5,86%) (5,86%) (3,619 (3,695
Net income (loss) from continuing operatic $ 44 .42 $ 34,67¢ $(45,847) $(27,79¢)
Net income (loss) from discontinued operati — 75,12( (5,626 (12,667
Less: Net income attributable to noncontrollingenetsts — — — (5,689
Net income (loss) attributable to Comp: $ 44,42 $109,79! $(51,469 $(46,14¢
Per Share Data:
Earnings per sha—basic $ .3¢ N/A N/A N/A
Earnings per sha—diluted $ .3¢ N/A N/A N/A
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As of December 31

2014

Pro Forma 2014 2013 2012
Selected Balance Sheet Dat:
Cash and cash equivalel $ 317,65 $ 163,05! $ 89,16¢ $ 65,00¢
Restricted cash and escro 87,29¢ 87,29¢ 87,80« 65,84’
Total asset 3,110,17 2,955,75. 3,756,65! 2,878,70:
Total debt 1,172,71; 1,295,04 1,280,22! 1,011,42
Total equity 1,797,68! 1,520,92. 1,818,25! 1,217,97
Other Financial Data:
Adjusted EBITDA®) $ 254,84! $ 316,54: $ 243,75 $ 201,58
Funds from operatior(@ $ 186,81 $ 152,05« $ 152,31 $ 114,95
Adjusted FFC®@ $ 201,11 $ 224,81 $ 159,06: $ 116,17:
Operating Data®):
Number of Hotel(4) 46 46 45 31
Number of Room® 12,63¢ 12,63¢ 11,99 8,68¢
Occupancy 76.2% 76.2% 73.€% 71.£%
ADR $ 177.9 $ 177.6: $ 161.9¢ $ 150.7¢
RevPAR $ 135.7¢ $ 135.4¢ $ 119.1¢ $ 107.7:

(1) EBITDA is a commonly used measure of performanaaémy industries and is defined as net incomess (ocalculated in accordan
with GAAP) excluding interest expense, provisionificome taxes (including income taxes applicablsale of assets) and depreciation
and amortization. We consider EBITDA useful to aveistor regarding our results of operations, iduatang and facilitating comparisons
of our operating performance between periods ahsld®sn REITs by removing the impact of our capitalcture (primarily interest
expense) and asset base (primarily depreciatioraarwttization) from our operating results, everutiftoEBITDA does not represent an
amount that accrues directly to common stockholderaddition, EBITDA is used as one measure irigeining the value of hotel
acquisitions and dispositions and along with FF® Adjusted FFO, it is used by management in theanoudget process for
compensation program

We further adjust EBITDA for certain additionalrite such as hotel property acquisitions and pucssits, amortization of share-based
compensation (if any), equity investment adjustmgtite cumulative effect of changes in accountimgcjples, impairment of real estate assets,
and other costs we believe do not represent recuoperations and are not indicative of the peréaroe of our underlying hotel property
entities. We believe Adjusted EBITDA provides intes with another financial measure in evaluating gacilitating comparison of operating
performance between periods and between REITsdpatt similar measures.
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The following is reconciliation of net income (19¢e EBITDA and Adjusted EBITDA for the years endedcember 31, 2014, 2013, and 2012
(in thousands):

For the year ended December 3.

@

(2)

2014
Pro Forma 2014 2013 2012

Net income (loss) from continuing operatic $ 44,42: $ 34,67¢ $(45,84)) $(27,79¢)
Net income (loss) from discontinued operati — 75,12( (5,626 (12,667
Net income attributable to noncontrolling intere — — — (5,689
Net income (loss) attributable to Comp: $ 44,42: $ 109,79¢ $(51,46%) $(46,14¢)
Interest expens 51,56¢ 85,72« 85,70: 82,98¢
Equity in interest expense of joint venti — 31 311 99C
Income tax expens 5,86¢ 10,43 3,04: 5,71¢
Depreciation and amortization related to investnpeaperties 142,39¢ 177,67: 154,86: 155,77
Depreciation and amortization related to investnire

unconsolidated entitie — 10C 821 1,602
EBITDA $244,24¢ $ 383,75t $193,26¢ $200,92°
Reconciliation to Adjusted EBITD;
Impairment of investment properti $ — $ 5,37¢ $ 49,14¢ $ —
Impairment of investment properties reflected scdntinuec

operations — — — 6,224
Impairment of investment in unconsolidated enti — — 1,00: 2,46t
Gain on sale of investment propert — (136,389 (1,569 (6,367
(Gain) loss on extinguishment of de 11z 67,10¢ 2C (4,17¢)
(Gain) loss from sale of investment in unconsokdagntities — (4,509 (487) 1,40z
Acquisition and pursuit cos — 1,194 2,371 1,11¢
Amortization of shar-based compensation expel 4,671 — — —
Other expense® 5,812 — — —
Adjusted EBITDA $254,84! $ 316,54: $243,75 $201,58!¢

Other expenses includes I-recurring expenses associated with the transitiangublicly-traded star-alone company and costs relate:

lender consents required to effectuate the-off from Inland American

We calculate FFO in accordance with standards kstiad by the National Association of Real Estateestment Trusts (NAREIT), whic
defines FFO as net income or loss (calculated éoralance with GAAP), excluding real estate-relategreciation, amortization and
impairment, gains (losses) from sales of real esthe cumulative effect of changes in accountigciples, adjustments for
unconsolidated partnerships and joint ventures jtents classified by GAAP as extraordinary. Higtaticost accounting for real estate
assets implicitly assumes that the value of reatesssets diminishes predictably over time. Sieakestate values instead have
historically risen or fallen with market conditigmaost industry investors consider presentatioragpefating results for real estate
companies that use historical cost accounting todéficient by themselves. We believe that thespntation of FFO provides useful
supplemental information to investors regarding @perating performance by excluding the effecteall estate depreciation and
amortization, gains (losses) from sales of reatestmpairments of real est:
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assets, extraordinary items and the portion ofstestated to unconsolidated entities, all of whach based on historical cost accoun
and which may be of lesser significance in evahgatiurrent performance. We believe that the prasientof FFO can facilitate
comparisons of operating performance between peaad between REITs, even though FFO does nots&pran amount that accrues
directly to common stockholders. Our calculatio-6f0 may not be comparable to measures calculgtethier companies who do not |
the NAREIT definition of FFO or do not calculate@per diluted share in accordance with NAREIT gonaa Additionally, FFO may not
be helpful when comparing us to -REITSs.

We further adjust FFO for certain additional itetimat are not in NAREIT definition of FFO such as hotel property acquisiand pursuit cos!

amortization of share-based compensation (if ey, other expenses we believe do not representiregoperations. We believe that Adjusted
FFO provides investors with useful supplementadrimiation that may facilitate comparisons of ongaipgrating performance between periods
and between REITs that make similar adjustmenis-t0 and is beneficial to an investor’'s completeaustinding of our operating performance.

The following is a reconciliation of our GAAP neicome (loss) to FFO and Adjusted FFO for the yeaded December 31, 2014, 2013, and
2012 (in thousands):

For the year ended December 3.

2014 Pro
Forma 2014 2013 2012

Net income (loss) from continuing operatic $ 44,42: $ 34,67¢ $(45,84)) $(27,79¢)
Net income (loss) from discontinued operati — 75,12( (5,626 (12,667
Net income attributable to noncontrolling intere — — — (5,689
Net income (loss) attributable to Comp: $ 44,42: $ 109,79¢ $(51,46¢%) $(46,14¢)
Depreciation and amortization related to investnpeaperties 142,39¢ 177,67. 154,86: 155,77
Depreciation and amortization related to investnire

unconsolidated entitie — 10C 821 1,60z
Impairment of investment properti — 5,37¢ 49,14* —
Impairment of investment properties reflected scdntinuec

operations — — — 6,224
Impairment of investment in unconsolidated enti — — 1,00: 2,46t
Gain on sale of investment propert — (136,38 (1,569 (6,367
Loss (gain) from sale of investment in unconsoéidagntities — (4,509 (487) 1,402
Funds from operatior $186,81¢ $ 152,05« $152,31: $114,95
Reconciliation to Adjusted FF
Loss (gain) on extinguishment of de 113 $ 67,10¢ $ 2C $ (4,179
Acquisition and pursuit cos — 1,19/ 2,371 1,11¢
Amortization of mark to market debt discounts arpium, ne 3,70( 4,461 4,36( 4,27¢
Amortization of shar-based compensatic 4,671 — — —
Other Expense@) 5,812 — — —
Adjusted FFC $201,11! $ 224,81- $159,06:. $116,17:

®  Other expenses includes I-recurring expenses associated with the transiiangublicl-traded star-alone company and costs relate:
lender consents required to effectuate the-off from Inland American
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FFO, Adjusted FFO, EBITDA and Adjusted EBITDA dat mepresent cash generated from operating actuitieler GAAP and should not be
considered as alternatives to net income or lgEsading profit, cash flows from operations or atlyer operating performance measure
prescribed by GAAP. Although we present and use,&eusted FFO, EBITDA and Adjusted EBITDA becawse believe they are useful to
investors in evaluating and facilitating comparsofi our operating performance between periodsbatseen REITs that report similar
measures, the use of these non-GAAP measures ais dienitations as analytical tools. These nonAFAfinancial measures are not measures
of our liquidity, nor are they indicative of fundsailable to fund our cash needs, including oulitytid fund capital expenditures, contractual
commitments, working capital, service debt or me&sh distributions. These measurements do nottefesh expenditures for long-term assets
and other items that we have incurred and will inGhese non-GAAP financial measures may incluael$uthat may not be available for
management’s discretionary use due to functiorgalirements to conserve funds for capital expenetuproperty acquisitions, and other
commitments and uncertainties. These non-GAAP fimdmeasures as presented may not be comparahdatGAAP financial measures as
calculated by other real estate companies.

We compensate for these limitations by separatatgidering the impact of these excluded items écetttent they are material to operating
decisions or assessments of our operating perfae@ur reconciliations to the most comparable GAiABncial measures, and our combined
consolidated statements of operations and casls flmslude interest expense, capital expenditanmed,other excluded items, all of which shc
be considered when evaluating our performance gllsaw the usefulness of our non-GAAP financial suees. These non-GAAP financial
measures reflect additional ways of viewing ourrapiens that we believe, when viewed with our GA®BuUIts and the reconciliations to the
corresponding GAAP financial measures, provide aensomplete understanding of factors and trendsctiffig our business than could be
obtained absent this disclosure. We strongly eragmimvestors to review our financial informatiarits entirety and not to rely on a single
financial measure.

(3) For only those hotels operated by Matrriott, listorical annual operating results represented fiem 2012 to 2013 include a 52-53 week
fiscal calendar used by Marriott at that time.

(4) Number of Hotels and Number of Rooms as ofgakeind which excludes all properties sold as ofebdwer 31, 2014.
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Item 6A. Pro Forma Financial Information

The following unaudited pro forma combined consatiédi balance sheet as of December 31, 2014 anditethpro forma combined
consolidated statements of operations for the geded December 31, 2014 have been prepared totriéefollowing transactions as if they |
occurred on December 31, 2014 for the unauditedgrma combined consolidated balance sheet anddaty 2014 for the unaudited pro
forma combined consolidated statement of operations

» the separation from Inland American that occurnedrebruary 3, 201*
» the Capital Contribution from Inland Americe
» the issuance of 125 shares of Series A Prefermaks

» the repayment of approximately $84.0 million of tmevings outstanding under existing mortgage indéieéss, funded by Inlar
American;

* an additional capital contribution of $16.0 millicadl of which the Company intends to use to payuexisting mortgag
indebtedness in 201

» the noi-cash capital contribution of $96.0 million to setthe Compar’s allocated share of Inland Ameri’s unsecured crec
facility;

» the Compan's entry into a new $400 million unsecured revolvinedit facility;

» theissuance of 113,396,997 shares of our comnogk 8 Inland American pursuant to a stock dividefféctuated prior to th
Distribution; anc

» the distribution of 107,728,104 shares of our comsitock to holders of Inland American common stoakebruary 3, 2015 at
5,669,893 shares retained by Inland Amerii

In addition, the pro forma combined consolidatedeshents of operations:

» reflect the consummation of the acquisition of Aston Waikiki Beach Hotel (which the Company acqdion February 28, 201+
and

» exclude the operating results of three hotels,smh@& on May 30, 2014, one sold on August 28, 20iflane sold December 31, 2C

The unaudited pro forma adjustments are basedadimimary estimates, accounting judgments and atigr@vailable information and
assumptions that management believes are reasomakl@otes to the unaudited pro forma combinedaatated financial statements provid
detailed discussion of how such adjustments werigatband presented in the unaudited pro forma doesbconsolidated financial and
operating data. The unaudited pro forma combinedadalated financial information should be readadmjunction with “Part I-ltem 1. Business-
Our Structure and Reorganization Transactions-Qup@ate Reorganization,” “Part Il-ltem 6. Seleck&dancial Data,” “Part Il-Item 7.
Management’s Discussion and Analysis of Financ@iditions and Results of Operations,” “Part IlIftd 3. Certain Relationships and Related
Transactions and Director Independence” and outbawed consolidated financial statements and relatées thereto and the financial
statements of the Aston Waikiki Beach Hotel andteal notes thereto included in our RegistratioteBtant on Form 10, as amended, originally
filed with the SEC on August 11, 2014.

The unaudited pro forma combined consolidated fifrstatements have been prepared for illustrativposes only and are not
necessarily indicative of our financial positionresults of operations had the transactions dest@bove for which we are giving pro forma
effect actually occurred on the dates or for theogls indicated, nor is such unaudited pro formaricial information necessarily indicative of
the results to be expected for any future periodufber of factors may affect our results. Seet‘Rattem 1A. Risk Factors” and “Special
Note Regarding Forwa-Looking Statements.”
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Unaudited Pro Forma Combined Consolidated Balancel&et

Assets

Investment in hotel properties, r

Cash and cash equivalel

Accounts and rents receivable,

Prepaid expenses and other as
Total asset

Liabilities and Stockholders’ Equity

Debt

Accounts payable and accrued expel
Other liabilities

Total liabilities
Stockholders’ equity:
Capital contribution:
Additional paic-in capital
Accumulated distributions in excess of net incotoss)
Total stockholder equity
Noncontrolling interest
Total stockholder equity
Total liabilities and stockholde’ equity

As of December 31, 2014
(in thousands)

Historical

$2,582,711
163,05:
26,504
183,48
$2,955,75.

$1,295,04
88,35¢
51,42¢

$1,434,83

$1,781,42

(264,16)
$1,517,26
3,65¢
$1,520,92.
$2,955,75.

Capital
Contribution and
Financing
Transactions (2) Pro Forma
$ — $2,582,71
154,60« 317,65
— 26,50¢
(176) 183,30t
$ 154,42¢ $3,110,17!
$ (122,330 $1,172,71.
— 88,35¢
— 51,42¢
$ (122,330 $1,312,49.
$ 276,94( $2,058,36
(176) (264,33)
$ 276,76« $1,794,03
$ = 3,65¢
$ 276,76« $1,797,68!
$ 154,42¢ $3,110,17!

See notes to unaudited pro forma combined congetidinancial statements.
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Unaudited Pro Forma Combined Consolidated Statemeraf Operations
For the year ended December 31, 2014
(in thousands)

Revenues
Room revenue
Food and beverage revent
Other revenue

Total revenue

Expenses
Hotel operating expens

Room expense
Food and beverage expen
Other direct expens:t
Other indirect expenst
Management fee
Total hotel operating expens
Depreciation and amortizatic
Real estate taxes, personal prop
taxes and insuranc
General and administrative expen
3)
Business management fees
Acquisition transaction cos
Provision for asset impairmer
Total operating expens
Operating incomi
Gain on sale of investment propert
Other income (loss
Interest expens
Equity in earnings (loss) and gz
(loss) and (impairment) of
investment in unconsolidated
entities, ne
Income before income tax
Income tax expens
Net income from continuing operatio

Per Share Data:

Pro forma basic earnings per sh

Pro forma diluted earnings per sh

Pro forma weighted average shs
outstandin-basic

Pro forma weighted average shz
outstandin-diluted

See notes to unaudited pro forma combined congstid&nancial statements.

Acquisition /

Disposition
Historical Adjustments (1)
$631,90: $ (5,759
235,06t (2,08¢)
59,69¢ 21%
$926,66t $ (7,639
140,12¢ (1,390)
158,24: (2,069
33,38: (27)
217,81 (4,297
52,10« (570
601,66 (8,349
141,80 591
41,80: (572)

38,89t —

1,47¢ —

1,19¢ —
5,37¢ (5,37¢)
$832,21! $ (13,709
$ 94,45 $ 6,06¢
692 (697)
(1,389 1,08¢
(57,42) 247
4,21¢ (4,216)
$ 40,54« $ 2,49

(5,865) —
$ 34,67¢ $ 2,49
N/A N/A
N/A N/A
N/A N/A
N/A N/A
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Capital

Contribution
and Financing

Transactions Other
(2) Adjustments (4)
$ — $ —
$ — $ —
— 88
— (1,197
$ — $ (1,109
$ = $ 1,10/
53C
5,61°F —
$ 6,14¢ $ 1,10¢
$ 6,14¢ $ 1,10¢
N/A N/A
N/A N/A
N/A N/A
N/A N/A

Pro Forma

626,14:
232,97t
59,917

919,03:

138,73t
156,17¢
33,35«
213,51t
51,53«

593,32

& |

$

142,39¢
41,23(

38,98:
1,47¢

817,40t
101,62:

227
(51,56%)

50,28¢

(5,865)

$

$
$

44,42:

0.3¢
0.3¢

113,539,28

114,080,33
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1. Acquisition and Disposition Adjustments

We acquired one hotel on February 28, 2014 andoleetsree hotels, one on May 30, 2014, one on Aug8s2014, and one on
December 31, 2014. With respect to these transestibe adjustment gives effect to such transaxtiarnif they had been completed on
January 1, 2014.

The following table represents the acquisition disghosition adjustments for the year ended Dece®bg?014 (in thousands):

Acquisition /
Disposed Disposition
Properties Acquisitions Adjustments
Revenue
Room revenue $(12,200) $ 6,441 $ (5,759
Food and beverage revent (2,109%) 20 (2,089
Other revenue (30§) 521 218
Total revenue $(14,616) $ 6,982 $ (7,639
Expenses
Hotel operating expens
Room expense (3,120 1,73(C (1,390
Food and beverage expen (2,077) 9 (2,069
Other direct expenst (219 192 (27)
Other indirect expenst (5,987 1,68¢ (4,299
Management fee (716) 14€ (570
Total hotel operating expens (12,110 3,76¢ (8,349
Depreciation and amortizatic (860 1,451 591
Real estate taxes, personal property taxes anchimse (80%5) 233 (572)
Provision for asset impairmer (5,379 — (5,379
Total operating expens $(19,159) $ 5,45( $ (13,709
Operating incom: $ 4,53i $ 1,532 $ 6,06¢
Gain on sale of investment prope (699) — (699
Other income (loss 1,08¢ — 1,08¢
Interest expens 247 — 247
Equity in earnings (loss) and gain (loss) and (iimpent)
of investment in unconsolidated entities, 4,216) — (4,216
Income before income tax $ 961 $ 1,532 $ 2,49
Income tax expens — — —
Net income from continuing operatio $ 961 $ 1,532 $  2,49¢
During the year ended December 31, 2014, we aatjthiesfollowing property:
Purchase Pric
Propert Location Date (in thousands No. of Room
Aston Waikiki Beach Hote Honolulu, H Feb 201 $ 183,00( 64t

2. Capital Contribution and Financing Transactions

Upon completion of our separation from Inland Aroan, we received a capital contribution of $141ililon and Inland American funded
the paydown of $84.0 million of existing debt. ldition, we settled our $96.0 million allocated tmn of Inland American’s unsecured credit
facility through a non-cash capital contributioarfr Inland American.
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Interest expense for the year ended December 34, r2flects an adjustment of $5.6 million. Thisustinent reflects a decrease in
historical interest expense related to the pay dofwertain existing fixed and variable debt aslwaslan increase in interest expense related to
the refinancing of certain other variable debtonmection with the separation from Inland Ameridaased on the historical base and LIBOR
rates of the respective loans. If market ratesitefrest on all of the variable rate debt as of Ddwr 31, 2014 permanently increased by
0.0125%, interest expense would increase by $46stmal. If market rates of interest on all variable debt as of December 31, 2014 decreasec
by 0.0125%, interest expense would decrease bythifand.

We entered into a $400 million unsecured revohdregit facility with a syndicate of banks. The rkog credit facility includes an
uncommitted accordion feature which, subject téaderconditions, allows us to increase the aggeegadilability by up to $350 million. We
expect borrowings under the revolving credit fagito bear interest based on LIBOR plus a margagireg from 1.50% to 2.45% (or, at our
election upon achievement of an investment gratilegr&rom Moody’s Investor Services, Inc. or Starttl& Poor’s Rating Services, interest
based on LIBOR plus a margin ranging from 0.875%.59%). In addition, until such election, the Camyp expects to pay an unused fee of up
to 0.30% of the unused portion of the credit facitiased on the average daily unused portion ofitbait facility; thereafter, the Company
expects to pay a facility fee ranging between 242fd 0.35% based on its debt rating.

3. General and Administrative Expenses and Businedganagement Fee

For the year ended December 31, 2014, pro formargeand administrative expenses and business rearea fee totaled $40.5 million.
This includes allocated general and administraiy@enses from Inland American of $16.1 millionglncated business management fee from
Inland American of $1.5 million and administratiekpenses directly attributable to the Company @ Sillion. Both the allocated general ¢
administrative expenses and business managerddmaed upon the Company’s percentage share afénage invested assets of Inland
American. The allocated general and administrai@enses relate to certain corporate and sharetidoa and includes Inland American’s
expenses, such as legal and other professionaldizted to Inland American’s self-management @atiens, transaction readiness, and other
legal costs. Following our separation from Inlarmekican, the Company will no longer be allocatgumbeion of Inland American’s corporate
overhead.

Effective with our separation from Inland Americare have assumed responsibility for all corporatefions as a stand-alone entity. We
have incurred and expect to incur additional gdreerd administrative expense as a result of beag@ipublic company, including but not
limited to incremental salaries and equity incesdivboard of directors’ fees and expenses, diractoofficer insurance, Sarbanes-Oxley Act of
2002 compliance costs, third-party costs for outsedi services including investor relations, humesources, risk management, information
technology, corporate taxes and incremental anditax fees and legal costs. We estimate thatiatitévelve months of corporate general and
administrative expenses as a statahe entity will be approximately $30.0 million$84.0 million, including approximately $5.0 milfido $7.C
million of non-cash stock-based compensation expbased on equity awards to be granted to centashoyees and directors upon separation
from Inland American, $500 thousand to $800 thodszriransition services pursuant to our Transiamnvices Agreement with Inland
American and $5.0 million to $7.0 million of nonerering accounting, information technology, legainsulting and other general and
administrative expenses associated with the tiangiv a publicly-traded staralone company. No pro forma adjustments have besterno ou
financial statement to reflect the additional c@std expenses described in this paragraph bedaejsare projected amounts based on
judgmental estimates and, as such, are not incleidetpro forma adjustmen

4. Other Adjustments

We have excluded from the accompanying unauditetbated consolidated pro forma statements $1.2anillif operations acquisition
transaction costs and $4.6 million of one-time fieageneral and administrative expenses for the geded December 31, 2014. Additionally,
we have included in general and administrative Bgps an amortization of shasased compensation pursuant to the share unit awlastribe:
elsewhere in
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this Annual Report under the heading “Managementr@nsation Programs” of $4.7 million for the yeaded December 31, 2014. The
amortization of share-based compensation assuraka tisting event has occurred, and the shareawdtds were made, on January 1, 2014.

We estimate that we will incur a total of $36.0lmil to $40.0 million of general and administrategenses directly related to transaction
costs incurred in connection with our separatiomfinland American and the listing of our commarckton the NYSE, including investment
banking, legal, loan restructuring and listing-tethfees. This includes $5.0 million to $7.0 mifliof general and administrative expenses
incurred solely in connection with the listing afracommon stock on the NYSE, which we will exclddem the accompanying unaudited
combined consolidated pro forma statements of ¢ipasain the period those expenses are incurred.

5. Cash Contribution from Inland American

Upon our separation from Inland American, in addiitio the capital contribution and the additioregdital contribution of $16.0 million,
we had over $100 million of cash on hand. This amdsiafter the reimbursement to Inland Americaceatain fees and expenses, related to the
separation, and before the payment of additioresd #1d expenses and certain other costs as dekitrithee Separation and Distribution
Agreement we entered into with Inland American. St lll—Item 13. Certain Relationships and Rethiransactions and Director
Independence.”
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Item 7. Management’s Discussion and Analysis of Famcial Condition and Results of Operations

The following discussion and analysis of our firahcondition and results of operations should bad in conjunction with “Part I-
Item 1A. Risk Factor” “Part ll-Item 6. Selected Financial Data,” “Partl-ltem 6A. Pro Forma Financial Information,” “Part-ltem 1.
Busines¢” “Part I-ltem 2. Properties” and the historical ambined consolidated financial statements, and eglatotes included elsewhere in
this Annual Report. The following discussion andlgsis contains forward-looking statements baseshugpur current expectations, estimates
and assumptions that involve risks and uncertagni@ur actual results could differ materially frahose discussed in these forward-looking
statements due to a variety of risks, uncertairdied other factors, including but not limited tacfors discussed in “Part I-ltem 1A. Risk
Factor<” and “Special Note Regarding Forward-Looking Statents.”

Overview

On February 3, 2015, Xenia Hotels & Resorts, ladvaryland corporation, was spun-off from Inland éinan Real Estate Trust, Inc.
(“Inland American”), its former parent, throughaxéble pro-rata distribution by Inland Americarf8£6 of the outstanding common stock,
$0.01 par value per share (the “Common Stock”Xefia to holders of record of Inland American’s enon stock as of the close of business on
January 20, 2015 (the “Record Date”). Each holdeecord of Inland American’s common stock receiee@ share of Common Stock for every
eight shares of Inland American’s common stock la¢lthe close of business on the Record Date @istribution”). In lieu of fractional shares,
stockholders of Inland American received cash. &or&ary 4, 2015, Xenia’s Common Stock began tradinthe New York Stock Exchange
(“NYSE”) under the ticker symbol “XHR.” As a resudf the Distribution, the Company became a standelpublicly-traded company.

Xenia Hotels & Resorts, Inc. is a self-advised self-administered REIT that invests primarily ireprium full service, lifestyle and urban
upscale hotels, with a focus on the Top 25 Mar&ste/ell as key leisure destinations in the UnitedeS. A premium full service hotel refers t
hotel defined as “upper upscale” or “luxury” by STRlifestyle hotel refers to an innovative hotéttwa focus on providing a unique and
individualized guest experience in a smaller footgoy combining traditional hotel services with desn technologies and placing an emphasis
on local influence. An urban upscale hotel refera hotel located in an urban or similar high-dgnsbmmercial area, such as a central business
district, and defined as “upscale” or “upper midstay STR. As of December 31, 2014, we owned 4@lspcomprising 12,636 rooms, across
19 states and the District of Columbia, and hadhpority interest in two hotels under developmenir @otels are primarily operated by industry
leaders such as Marriott, Hilton, Hyatt, Starwadduipton, Aston, Fairmont and Loews, as well as legihdependent management companies.

We plan to grow our business through a differeatiatcquisition strategy, aggressive asset managemeércapital investment in our
properties. We primarily target markets and subkeigrwith particular positive characteristics, sashmultiple demand generators, favorable
supply and demand dynamics and attractive projeRedPAR growth. We believe our focus on a broadege of markets allows us to evaluate
a greater number of acquisition opportunities duedetby be highly selective in our pursuit of ofiipge opportunities which best fit our
investment criteria. We own and pursue hotels énupscale, upper upscale and luxury segmentsrhatfdiated with premium, leading brands,
as we believe that these segments yield attradtikeadjusted returns. Within these segments, wason hotels that will provide guests with a
distinctive lodging experience, tailored to refllxtal market environments rather than hotels anratheavily dependent on conventions and
group business. We also seek properties that éxdnilpportunity for us to enhance operating peréorce through aggressive asset manage
and targeted capital investment.

Prior to and in connection with our separation frimtand American, we effectuated the Reorganizafimnsactions described under “Part
I-ltem |. Business-Our Structure and Reorganizalimansactions-Our Corporate Reorganization.” Werrif this Annual Report to all of the
hotels owned by Xenia from time to time and priotite Reorganization Transactions and the dispositi other hotels previously owned by us,
as the “Prior Combined Portfolio.”
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On September 17, 2014, Inland American enteredartefinitive asset purchase agreement to selftéopio of 52 select service hotels
(the “Suburban Select Service Portfolio”) to unafed third party purchasers for approximatelyl#dillion, and its operating activity has been
reflected in discontinued operations. The saleetlasn November 17, 2014. None of the proceeds thensale were retained by Xenia. The sale
of the Suburban Select Service Portfolio represaistsategic shift and will have a major impactios financial statements. As such, these
properties are classified as held for sale on timebined consolidated balance sheet as of Decenih@033. Additionally, the operations of the
Suburban Select Service Portfolio are reflectedissontinued operations on the combined consolidstztements of operations for the years
ended December 31, 2014, 2013 and 2012.

For more information regarding the Reorganizatiomn§actions, see “Part I-Item I. Business-Our $tirecand Reorganization
Transactions-Our Corporate Reorganization.” Thiswasion and analysis reflects the results of tipasafor the Prior Combined Portfolio.
Where indicated, we have supplemented our disaussid analysis of our results of operations teotfsolely the portfolio that the Company
owns following the completion of the separatiorthed Company from Inland American.

Self-Management of Inland American

From our formation in 2007 until March 2014, ourrmagement team, which has continuously been deditatmland American’s entire
hotel portfolio, including our portfolio and the Burban Select Service Portfolio, was employed bgnith American’s external manager, Inland
American Business Manager and Advisor, Inc. (thesiBess Manager”), or one of its affiliates. On &tat2, 2014, Inland American entered
into a series of agreements and amendments tongxéreements with affiliates of The Inland Grolng, pursuant to which Inland American
began the process of becoming entirely self-manégmtbctively, the “Self-Management Transactiongiter the Self-Management
Transactions, our management team and our othdogegs ceased to be employed by the Business Maoagee of its affiliates and became
our employees. In connection with the Self-Managarmeansactions, Inland American agreed with theiBess Manager to terminate the
management agreement with the Business Manageralhiof the Business Manager's employees, andigcthe assets or rights necessary to
conduct the functions previously performed for mlaAmerican by the Business Manager. Prior to #i&anagement Transactions, we were
allocated a portion of the business managemeriideed upon our percentage share of the averaggédvassets of Inland American. The Self-
Management Transactions resulted in a final businrenagement fee incurred in January 2014. Asudt rése Company has not been allocated
a business management fee after January 2014.

Separation from Inland American

As a result of the separation, we and Inland Anagricperate separately, each as an independent egnipaonnection with and in order
to effectuate the separation and distribution, ne laland American entered into a Separation amstribution Agreement. In addition, we
entered into various other agreements with InlarmmeAcan to effect the separation and provide admmank for our relationship with Inland
American post-separation, such as a TransitioniS&enAgreement and an Employee Matters Agreeméetsd agreements provide for the
allocation between us and Inland American of InlAngerican’s assets, liabilities and obligationliding its properties, employees and tax-
related assets and liabilities) attributable taquks prior to, at and after our separation fronahd American and govern certain relationships
between us and Inland American after the separgfionmore information regarding these agreemeets,'Part lltem 13.Certain Relationshi
and Related Transactions and Director Independence.

Basis of Presentation

Our financial statements reflect the operationswfportfolio, which, among other things, classiftae Suburban Select Service Portfolio
as held for sale as of December 31, 2013, withidlaed results from operations reported as digmoed operations, and include allocations of
costs from certain corporate and shared functioogigied to us by Inland American, as well as castociated with participation by certain of
our
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executives in Inland American’s benefit plans. @ogbe costs directly associated with our princgpacutive offices, personnel and other
administrative costs are reflected as general drmirastrative expense on the combined consolidfiteghcial statements. Additionally, Inland
American allocated to Xenia a portion of corpo@terhead costs incurred by Inland American based dfenia’s percentage share of the
average invested assets of Inland American andhwhialso reflected in general and administratigease. As Inland American is managing
various asset portfolios, the extent of serviceklzmnefits a portfolio receives is based on the sfats assets. We believe that using average
invested assets to allocate costs is a reasoreftdetion of the services and other benefits rezetivy us and complies with applicable
accounting guidance. However, actual costs may t#fered from allocated costs if we had operated atand-alone entity during such period
and those differences may have been material.

Because the historical financial statements reptake financial and operating data of our portf@nd the Company owns solely our
portfolio following the separation from Inland Aniean, the historical financial statements includethis Annual Report do not reflect our
financial position, results of operations and céshs as if we had operated as a stand-alone pabfigpany during the periods presented.
Accordingly, our historical results should not leied upon as an indicator of future performance.

Acquisition Activity
During the years ended December 31, 2014, 2012@h#, we acquired the following hotel properties:

Purchase Pric¢

Property Location Date (in thousands) No. of Room:
Aston Waikiki Beach Hote Honolulu, HI Feb 201. $ 183,00( 64t

Purchase Pric¢

Property Location Date (in thousands) No. of Room:
Bohemian Hotel Celebration, an Autograph Collectitwtel Celebration, FL Feb201: $  17,50( 11t
Andaz San Dieg San Diego, C/ Mar 201: 53,00( 15¢
Residence Inn Denver City Cen Denver, CC Apr 2013 80,00( 22¢
Westin Galleria Housto Houston, TX Aug 201 120,00( 487
Westin Oaks Houston at the Galle Houston, TX Aug 201 100,00( 40€
Andaz Savanna Savannah, G/ Sep 201 43,00( 151
Andaz Naps Napa, CA Sep 201 72,00( 141
Hyatt Regency Santa Cla Santa Clara, C/ Sep 201 93,00( 501
Loews New Orleans Hot New Orleans, LA  Oct 201z 74,50( 28t
Lorien Hotel & Spe Alexandria, VA Oct 201: 45,25( 107
Hotel Monaco Chicag Chicago, IL Nov 201 56,00( 191
Hotel Monaco Denve Denver, CC Nov 201 75,00( 18¢
Hotel Monaco Salt Lake Cit Salt Lake City, U Nov 201: 58,00( 22t
Hyatt Key West Resort & Sy Key West, FL Nov 201 76,00( 11€

$ 963,25( 3,30:
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Purchase Prict

Property Location Date (in thousands) No. of Room:
Marriott San Francisco Airport Waterfra San Francisco, C Mar 2012 $ 108,00( 68t
Hilton St. Louis Downtown at the Arc St. Louis, MO Mar 2012 22,60( 19t
Renaissance Arboretum Austin Hc Austin, TX Mar 2017 103,00( 492
Renaissance Atlanta Waverly Hotel & Convention €& Atlanta, GA Mar 201 97,00( 521
Marriott Griffin Gate Resort & Sp Lexington, KY Mar 2017 62,50( 40¢
Bohemian Hotel Savannah Riverfront, an Autogr
Collection Hotel Savannah, G/ Aug 201: 45,00( 75
Grand Bohemian Hotel Orlando, an Autograph Coléet
Hotel Orlando, FL Dec 201: 77,00( 247
$ 515,10( 2,62¢
Market Outlook

The U.S. lodging industry continued to exhibit agand improving fundamentals throughout 2014 atrilsy positive broader
macroeconomic trends and favorable supply and démgmamics in our target sub-markets. Lodging dehteas historically exhibited a strong
correlation to U.S. GDP growth, thus recent grointhorporate earnings and expectations of an aet&la in economic growth bode well for
future lodging demand. In particular, growing dech#énom business travel, a healthy recovery in keidtavel and increased international travel,
combined with limited new supply, contributed t8.8% RevPAR growth for 2014, for the U.S. lodgindustry, led primarily by rate growth.
With the expectation for continued growth in traslemand, we expect this trend of rate-driven Rev@ARvth to continue in 2015. We believe
that supply growth will remain tempered in the neeintermediate-term. Our markets are expecteiinue to benefit from broad, positive
macroeconomic trends, and a favorable supply / ddrimabalance in the U.S. lodging industry, whichlvedieve will continue to drive RevPAR
growth.

Our Customers

We generate a significant portion of our revenoenfthe following broad customer groups: transiersitiess, group business and contract
business. Transient business broadly represeritédndl business or leisure travelers. Businesgeteas make up the majority of transient
demand at our hotels. Therefore, we will be mofecééd by trends in business travel than trendisisnre demand. Group business represents
clusters of guestrooms booked together, usuallly svitninimum of 10 rooms. Contract business refetddcks of rooms sold to a specific
company for an extended period of time at signifiadiscounted rates. Airline crews are typicahgetors of contract demand at some of our
hotels. Additionally, contract rates may be utiizgy hotels that are located in markets that apegencing consistently lower levels of demand.

Inflation

We do not believe inflation has had a materialaften our business during the years ended Dece®ih@014, 2013, and 2012. Although
increases in the rate of inflation typically resalincreases in hotel room rates, a severe inengethe rate of inflation has the potential toszu
the economy to slow. A slowing of the economy m@ate a reduction in hotel room rates and conseiglielecreases in revenues and
profitability. See “Part I-ltem 1A. Risk FactorsdRs Related to Our Business and Industry.”

Seasonality

The lodging industry is seasonal in nature, whigh loe expected to cause fluctuations in our hotehrrevenues, occupancy levels, room
rates, operating expenses and cash flows. Thedsediaring which our hotels experience higher ordolevels of demand vary from property to
property and depend upon location, type of

75



Table of Contents

property and competitive mix within the specificddion. Based on historical results, our revenuer®the lowest during the first quarter of e
year. Similarly, we expect our revenues to alsthibdowest during the first quarter of each yi

Our Revenues and Expenses

Revenue

Our revenues are derived from hotel operationsaaedomposed of the following sources:

Expense:

Room revenue- Represents the sale of room rentals at our hodglgpties and accounts for a substantial majorityusftotal
revenue. Occupancy and ADR are the major drivers@h revenue. The business mix and distributiaanokl mix of the hotels are
significant determinants of ADF

Food and beverage revent- Occupancy and the type of customer staying atdiel hre the major drivers of food and bevetr
revenue (i.e., group business typically generat@®rfood and beverage business through caterirgifuns when compared to
transient business, which may or may not utilizetibte’s food and beverage outlet

Other revenue- Represents ancillary revenue such as parking,itefepand other guest services, and tenant leasesp@ncy an
the nature of the property are the main driverstbér revenue

Our operating expenses consist of costs to prdwidel services and corporate-level expenses. Tleiag are components of our expenses:

Room expense These costs include housekeeping wages and ptgxel, reservation systems, room supplies, lauseinices an
front desk costs. Similar to room revenue, occupdsthe major driver of room expense and as dtresom expense has a
significant correlation to room revenue. Thesesasta percentage of revenue can increase basecteases in salaries and wages,
as well as on the level of service and amenitiasdhe providec

Food and beverage expen:- These expenses primarily include food, beverageaardciated labor costs. Occupancy and the ty
customer staying at the hotel are major driverf®ofl and beverage expense (i.e., catered funagiensrally are more profitable than
on-property food and beverage outlet sales), whichetaties closely with food and beverage reve

Other direct expense These expenses primarily include labor and othstscassociated with other revenues, such as pa
telephone and other guest servic

Other indirect expense These expenses primarily include hotel costs aatgtivith general and administrative, sales andatiag
and repairs and maintenance and utility cc

Management fee- Base management fees are computed as a percehgrigesorevenue. The management fees also incloigé
incentive fees, which are typically a percentageaifoperating income (or similar measurement télhwrofitability) after we
receive a threshold annual payment based on alrdapital investment in the hotel. £*Part -ltem 2. Our Principal Agreemer”

Depreciation and amortization exper- These are nc-cash expenses that primarily consist of depreciaifdixed assets such
buildings, furniture, fixtures and equipment at botels, as well as certain corporate assets. Aratiin expense primarily consists
of amortization of acquired above and below magketind leases and acquired advance bookings, vahicamortized over the life
of the related lease or ter

General and administrative expen- General and administrative expenses consist plyn@rcompensation expense for ¢
corporate staff and personnel supporting our bgsinaffice administrative and related expensesaaqgdisition expenses. Corporate
costs directly associated wi
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Most

Xenig's principal executive offices, personnel and oduministrative costs are reflected as general drmirastrative expense on t
combined consolidated financial statements. Addiily, Inland American allocated to Xenia a portafrcorporate overhead costs
incurred by Inland American which is based uponiXarpercentage share of the average investedsasskettand American and
reflected in general and administrative expens@nr separation from Inland American, we werdomger allocated a portion of
Inland American’s corporate overhead. We will betypto a Transition Services Agreement with Inlgkderican, pursuant to which
we will be charged agreed-upon amounts for thearatp services we receive. We anticipate that vldrnveiur non-recurring
expenses associated with establishing our ownrirdton technology, financial reporting and otheblpruicompany infrastructure,
particularly during 201&

Business management - During the years ended December 31, 2014, 20132@18, Inland American paid an annual busir
management fee to the Business Manager based amehmge invested assets. We were allocated @patithe business
management fee based upon our percentage shawe afdrage invested assets of Inland Americarh®oy¢ars ended December 31,
2014, 2013, and 2012. On March 12, 2014, Inland Agae entered into the Self-Management Transactiéfisr the Self-
Management Transactions, our management team aradimr employees ceased to be employed by then&ssiManager or one of
its affiliates and became our employees. In conmeetith the Self-Management Transactions, Inlamdefican agreed with the
Business Manager to terminate the management agreevith the Business Manager, hire all of the Bess Manager's employees
and acquire the assets or rights necessary to coti@ufunctions previously performed for Inland émcan by the Business
Manager. The Self-Management Transactions resintadinal business management fee incurred inalg2014. As a result, we
were not allocated a business management feeJafteary 2014

Acquisition transaction cos- Acquisition transaction costs typically consisiedal fees, other professional fees, transfer tarel
other direct costs associated with our pursuita&hinvestments. As a result, these costs wily eipending on our level of ongoing
acquisition activity

Provision for asset impairme- We hold goodwill, amortizing intangible assets &om-lived assets investments. We asses!
carrying values of our long-lived assets and equitghod investments and evaluate these assetafairment as discussed in
“Critical Accounting Policies and Estimates.” Theaaluations have, in the past, resulted in impaiosses for certain of these
assets based on the specific facts and circumsaonceounding those assets and our estimates &ithelue of those assets. Based
on economic conditions or other factors applicabla specific property, we may be required to tadtditional impairment losses to
reflect further declines in our asset and/or invesit values

categories of variable operating expensegydity labor costs such as housekeeping, fluctwatechanges in occupancy. Increases

in occupancy are accompanied by increases in natsgiaries of variable operating expenses, whileeases in ADR typically only result in
increases in limited categories of operating castsexpenses, such as management fees and frafegssevhich are based on hotel revenues.
Thus, changes in ADR have a more significant impadcbperating margins than changes in occupancy.

Factors that May Affect Results of Operations

The principal factors affecting our operating résuiclude overall demand for hotel rooms compaoettie supply of available hotel
rooms, economic conditions, and the ability of third-party management companies to increase antainirevenues while controlling

expenses.

Demand and economic conditic- Consumer demand for lodging, especially businesslyis closely linked to the performance
the overall economy and is sensitive to businedspansonal discretionary spending levels. Declineonsumer demand due to
adverse general economic conditions, risks affgainreducing travel patterns, lower consumer camfce and adverse political
conditions can lower the revenues and profitabditpur hotel operations. As a result, change
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consumer demand and general business cycles cigetsaibd have subjected our revenues to significalatility. See*Part -
Item 1A. Risk Factor-Risks Relating to Our Business and Indu”

*  Supply- New hotel room supply is an important factor thet affect the lodging indus’s performance. Room rates and occupa
and thus RevPAR, tend to increase when demand lgrexeeeds supply growth. The addition of new coitipethotels affects the
ability of existing hotels to drive growth in RevRAand thus profits. New development is drivendérdpy construction costs, the
availability of financing and expected performanfexisting hotels

» Third-party hotel manager- We depend on the performance of t-party hotel management companies that manage dratams
of each of our hotels under long-term agreemenis.operating results could be materially and adgraffected if any of our third-
party managers fail to provide quality services amgnities, or otherwise fail to manage our hatetsur best interest. We believe
we have good relationships with our third-party agers and are committed to the continued growthderdlopment of these
relationships

» Fixed nature of expens- Many of the expenses associated with operatindnotais are relatively fixed. These expenses inc
certain personnel costs, rent, property taxesyamae and utilities, as well as sales and marketipgnses. If we are unable to
decrease these costs significantly or rapidly wdemand for our hotels decreases, the resultingngeid our revenues can have an
adverse effect on our net cash flow, margins anétpr This effect can be especially pronouncednduperiods of economic
contraction or slow economic grow

» Seasonalit- The lodging industry is seasonal in nature, whiah loe expected to cause fluctuations in our hotghrrevenues
occupancy levels, room rates, operating expensesash flows. The periods during which our hote|segience higher or lower
levels of demand vary from property to property dagend upon location, type of property and cortigetmix within the specific
location. Based on historical results for our paitf, our revenues were the lowest during the fitsdrter of each year. Similarly, we
expect our revenues for our portfolio to also keltwest during the first quarter of each yi

» Competitior- The lodging industry is highly competitive. Our alstcompete with other hotels for guests in eadheif market:
based on a number of factors, including, amongrstiieom rates, quality of accommodations, serégels and amenities, location,
brand affiliation, reputation, and reservation eyss. Competition is often specific to the individoarkets in which our hotels are
located and includes competition from existing aad hotels. We believe that hotels, such as thoser portfolio, will enjoy the
competitive advantages associated with operatidgusuch brand:

Key Indicators of Operating Performance

We use a variety of operating and other informat@mavaluate the financial condition and operapiegformance of our business. These
key indicators include financial information thatgrepared in accordance with U.S. GAAP, as wetithsr financial measures that are not
prepared in accordance with U.S. GAAP. In additiva,use other information that may not be finanicialature, including industry statistical
information and comparative data. We use this mftiion to measure the performance of individuaéloigroups of hotels and/or our business
as a whole. We periodically compare historical infation to our internal budgets as well as industige information. We also use these
metrics to evaluate the hotels in our portfolio @otential acquisitions to determine each hetetntribution to cash flow, its potential to prde
attractive long-term total returns and identifygutttal candidates for disposition.

Occupancy

Occupancy represents the total number of roomsdivided by the total number of rooms available &btel. Occupancy measures the
utilization of our hotels’ available capacity. Weeuoccupancy to gauge demand at a specific hotefjimen period. Occupancy levels also help
us determine achievable ADR (as defined below)l$e@e demand for hotel rooms increases or decreases
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Average Daily Rate'ADR")

ADR represents hotel room revenue divided by tatehber of rooms sold in a given period. ADR measarerage room price attained
a hotel, and ADR trends provide useful informatimmcerning the pricing environment and the natfiteecustomer base of a hotel or group of
hotels. We use ADR to assess pricing levels thaaneeble to generate by type of customer, as @sangates have a different effect on overall
revenues and incremental profitability than changexcupancy, as described above.

Revenue per Available Roof'RevPAR")

We calculate RevPAR by dividing hotel total rooragemue by rooms available for the period. RevPA&dwmt include non-room
revenues such as food and beverage revenues ooptrating department revenues. We consider RewBARR a meaningful indicator of our
performance as it provides a metric correlatedvimgrimary and key drivers of operations at ouelotoccupancy and ADR. RevPAR is also a
useful indicator in measuring performance over caraple periods for comparable hotels. RevPAR cheatigs are primarily driven by changes
in occupancy have different implications for overal’enues and profitability than changes thatdsineen primarily by changes in ADR. For
example, an increase in occupancy at a hotel wealfito additional variable operating costs (inzigchousekeeping services, utilities and rc
supplies) and could also result in increased atperating department revenue and expense. Cham@é3R typically have a greater impact on
operating margins and profitability as they onlyd&a limited effect on variable operating costs.

Funds From Operationg'FFQO”) and Adjusted FFO

FFO is a non-GAAP financial measure that refleetsimcome or loss (calculated in accordance wittABA excluding real estate
depreciation and amortization, gains (losses) fsatas of real estate, impairments of real estaetgthe cumulative effect of changes in
accounting principles and adjustments for uncodatd#id partnerships and joint ventures. Historioat accounting for real estate assets
implicitly assumes that the value of real estagetssdiminishes predictably over time. Since retdte values instead have historically risen or
fallen with market conditions, most industry inva@stconsider presentations of operating resultssfarestate companies that use historical cost
accounting to be insufficient by themselves. Bylading the effect of real estate depreciation amdriization, gains (losses) from sales of real
estate, and impairments of real estate assets, ahich are based on historical cost accountirdywahich may be of lesser significance in
evaluating current performance, we believe that pF®ides investors a useful supplemental finamo@hsure in evaluating our operating
performance.

We further adjust FFO for certain additional itesngh as hotel property acquisition and pursuits;@std other expenses we believe dc
represent recurring operations. We believe thaugtdd FFO provides investors with another finantiahsure that may facilitate comparisor
ongoing operating performance between periods ateden REITs that make similar adjustments to FR@isbeneficial to investors’
complete understanding of our operating performance

Please refer to “Non-GAAP Financial Measures” befona detailed discussion of the Company’s usénitien and limitations of FFO
and Adjusted FFO and a reconciliation of FFO anfusted FFO to net income (loss), a GAAP measuren@ther companies may define
Adjusted FFO differently.

Earnings before Interest Expense, Taxes, Depreciathd Amortization“EBITDA”) and Adjusted EBITDA

EBITDA is a non-GAAP financial measure that refienet income or loss (calculated in accordance @AWP) excluding interest
expense, provision for income taxes, and depreciaihd amortization. We consider EBITDA usefulrteastors in evaluating and facilitating
comparisons of our operating performance betwedngsgeand between REITs by removing the impactusfaapital structure (primarily intere
expense) and asset base (primarily depreciatioraaruttization) from our operating results. In aiddif EBITDA is used as one measure in
determining the value of hotel acquisitions angbdsitions.
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We further adjust EBITDA for certain additionalrite such as hotel property acquisitions and pucssits, amortization of share-based
compensation (if any), and other costs we believaat represent recurring operations and are wtative of the performance of our
underlying hotel property entities. We believe Asigd EBITDA provides investors with another finaheheasure in evaluating and facilitating
comparison of operating performance between peaadsbetween REITs that report similar measures.

Please refer to “Non-GAAP Financial Measures” befona detailed discussion of the Company’s usénitien and limitations of
EBITDA, and Adjusted EBITDA and a reconciliation®BITDA and Adjusted EBITDA to net income (loss)Je5. generally accepted
accounting principles (“GAAP”) measurement. Othempanies may define EBITDA and Adjusted EBITDA ditntly.

Results of Operations for the Years Ended Decemb&1, 2014, 2013 and 2012

At December 31, 2014, 2013 and 2012, we owned3l6ardd 31 hotels, respectively, the operating agtof which is reflected in continuing
operations on the combined consolidated stateneémgerations. On November 17, 2014, Inland Amerisald the Suburban Select Service
Portfolio for an aggregate gross disposition pat&1.1 billion. This sale reflects a strategicfisand has a major impact on our combined
consolidated financial statements; therefore theratjpns are reflected as discontinued operatiarth® combined consolidated statements of
operations for the years ended December 31, 2@14B,2nd 2012. Based on when a property was adquiperating results for certain
properties are not comparable for the years endeeiber 31, 2014, 2013 and 2012. Comparable prepare all properties we have owned
and operated for the entirety of the periods beomgpared and that have not sustained substanti@gks business interruption or undergone
large scale renovations during the periods beimgpawed or for which comparable results are notlaig. Hotel operating income represents
the difference between total revenues and totall lopterating expenses.

The following are key hotel operating statisticedl properties owned at December 31, 2014, 20tB2812, which excludes all properties sold
as of December 31, 2014. Hotel operating incomeogedating income margin include those hotels #ladsas continuing operations in
accordance with Accounting Standards Update (“AS2074-08, Reporting Discontinued Operations anaIDsires of Disposals of
Components of an Entity:

For the year ended December 3:
Variance Variance
from 2013 tc from 2012 tc

2014 2013 2012 2014 2013
Number of propertie 46 45 31
Occupancy® 76.3% 73.6% 71.4% 3.7% 3.1%
Average Daily Rate (ADR®) $177.62  $161.9t  $150.79 9.7% 7.4%
Revenue Per Available Room (RevPA®) $135.4€  $119.12  $107.72 13.7% 10.6%
Hotel operating income (in thousani® $324,99!  $221,800  $157,05: 46.5% 41.2%
Hotel operating income marg 35.1% 34.0% 33.6% 110 bps 40 bps

(1) For hotels acquired during the applicable periady includes operating statistics since the datacojuisition. Reflects a January 1
December 31 fiscal calendar year for all hotelsluiding those operated by Marric
(2) Hotel operating income represents the differen¢edren total revenues and total hotel operating resge
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The following are key hotel operating statistics domparable properties owned at December 31, 26842013:

For the year ended December 3: Variance from
2014 2013 2013 to 2014
Number of propertie 31 31
Occupancy 74.2% 72.7% 2.1%
Average Daily Rate (ADR $167.9C $159.55 5.2%
Revenue Per Available Room (RevPA $124.57 $116.06 7.3%
Hotel operating income (in thousan(®) $205,832 $186,987 10.1%
Hotel operating income marg 35.4% 34.8% 62 bps

(1) Hotel operating income represents the differend¢edsen total revenues and total hotel operating reses

The following are key hotel operating statisticedomparable properties owned at December 31, a8d32012:

For the year ended December 31, Variance from
2013 2012 2012 to 2013

Number of propertie 24 24
Occupancy 73.1% 71.8% 1.8%
Average Daily Rate (ADR $159.60 $152.20 4.9%
Revenue Per Available Room (RevPA $116.64 $109.3C 6.7%
Hotel operating income (in thousan(®) $131,234 $120,62¢ 8.8%
Hotel operating income marg 37.0% 35.9% 111 bps

(1) Hotel operating income represents the differentedoen total revenues and total hotel operating eses

Combined Consolidated Results of Operations

(in thousands)
Year ended December 31,

2014 2013 2012
Net income (loss) from continuing operatic $ 34,67¢ $(45,847) $(27,79¢)
Net income (loss) attributable to Comp: $109,79¢ $(51,46%) $(46,14¢)

Net income from continuing operations for the yeatdled December 31, 2014 was $34.7 million comp@aredoss from continuing operation:
$45.8 million for the year ended December 31, 2048resenting an increase in income of $80.5 millichis performance was primarily due to
a $274.8 million, or 42.2% increase in total revemartially offset by the net impact of a $171.i8iam, or 39.9%, increase in hotel operating
expenses, an increase of $20.5 million, or 9.7%ttier operating expenses and an increase of di@wnor 3.8%, in non-operating expenses.

Net loss from continuing operations for the yeadtezhDecember 31, 2013 was $45.8 million comparedl¢éss from continuing operations
$27.8 million for the year ended December 31, 2@42resenting a decrease in income of $18.0 millidris performance was primarily due t
$185.0 million, or 39.6%, increase in total revemartially offset by the net impact of a $120.2liom, or 38.8%, increase in hotel operating
expenses, an increase of $77.5 million, or 58.5%flier operating expenses and an increase ohdiBi@n, or 10.1%, in non-operating
expenses.
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Revenues

Revenues consists of room, food and beverage, thed departmental revenues from our hotels, asvall(in thousands):

For the year ended December 3: Ini?el;se Inggelsse
2014 2013 2012 from 2013 from 2012

Number of propertie 46 45 31

Revenues

Room revenue $631,90: $443,26° $323,95¢ $188,63: $119,30!
Food and beverage revent 235,06t 168,36! 116,26 66,69¢ 52,10¢
Other revenue 59,69¢ 40,23¢ 26,66 19,46: 13,57¢
Total revenue $926,66¢ $651,87. $466,88( $274,79"  $184,99:

The following are revenues for comparable propgmwiened at December 31, 2014 and 2013 and Dece3hb2013 and 2012 (in thousands):

For the year ended December 31, For the year ended December 31,
2014 2013 Increase  Variance 2013 2012 Increase  Variance
Number of comparable properti 31 31 24 24
Revenues
Room revenue $395,02° $368,54: $26,48! 7.2% $258,31: $242,02: $16,28" 6.7%
Food and beverage revent 150,79¢ 136,45( 14,34¢ 10.£% 77,99+ 76,37 1,622 2.1%
Other revenue 35,18: 32,21: 2,96¢ 9.2% 18,76¢ 18,04: 724 4.C%
Total revenue $581,000 $537,20t $43,80: 8.2% $355,07( $336,43° $18,63: 5.5%

Room revenue

Room revenues increased by $188.6 million to $681ilgon for the year ended December 31, 2014, biclv $26.5 million, or 7.2%, was
contributed by our comparable properties and $168llion was contributed by the non-comparable jertips. The increase from our non-
comparable properties is primarily a result of dels acquired during 2013 and one hotel acquiteohd 2014. The strong overall demand
levels generally allowed the comparable propettegduce lower rated business while more aggrelysiargeting business segments that were
more financially advantageous for their individhatels. Several of our larger hotels with meetipgce had success in the corporate group
market, while other hotels experienced significargngth in the transient market. Business demareld were sufficient to support higher
occupancy in conjunction with the robust ADR growth

On a comparable properties basis, RevPAR increa8éd, as a result of a 5.2% increase in ADR fromd835 to $167.90 and a 2.1%
improvement in occupancy from 72.7% to 74.2% ferykar ended December 31, 2013 to December 31, BfHpkctively.

Room revenues increased $119.3 million, or 36.8%4%3.3 million for the year ended December 31,320om $324.0 million for the year
ended December 31, 2012. These increases wereriyimeesult of 14 hotels acquired during the yeaded December 31, 2013. The 14
acquired hotels, which are not comparable year-gear, contributed $59.7 million to the increasédatel room revenues.

Room revenues on a comparable basis, increase8 filléon, or 6.7%, to $258.3 million for the yeanded December 31, 2013 from $242.0
million for the year ended December 31, 2012. Tinisease is due primarily to greater group demarskveral markets and the completion of
hotel renovations by the beginning of 2013. On a
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comparable properties basis, RevPAR increased &ég% result of a 4.9% increase in ADR from $152028159.60 and a 1.8% improvemer
occupancy from 71.8% to 73.1% for the year endeckeBer 31, 2012 to 2013, respectively.

Food and beverage revent

Food and beverage revenues increased by $66.8mtdi$235.1 million for the year ended December2814, of which $14.3 million, or
10.5%, was contributed by our comparable propesaies$52.4 million was contributed by our nmomparable properties. The increase from
non-comparable properties is primarily a resuttéhotels acquired during 2013 and one hotel aeduduring 2014. The increase from our
comparable properties is due primarily to higherdaeet food and beverage, and ancillary revenutgeaé properties, as well as continued good
performance in their other food and beverage autlet

Food and beverage revenues increased $52.1 miliat}.8%, to $168.4 million for the year ended &aber 31, 2013 from $116.3 million for
the year ended December 31, 2012. These increasegwmarily a result of 14 hotels acquired duting year ended December 31, 2013.

Food and beverage revenues on a comparable asisased $1.6 million, or 2.1%, to $78.0 milliom floe year ended December 31, 2013 from
$76.4 million for the year ended December 31, 20hs increase is due primarily to higher catedng banquet revenue from group business.

Other revenues

Other revenues increased by $19.5 million to $58lifon for the year ended December 31, 2014, oici$3.0 million, or 9.2%, was
contributed by our comparable properties and $6ln was contributed by our non-comparable prtips. The increase from our non-
comparable properties is primarily a result of dels acquired during 2013 and one hotel acquiteohd 2014. The increase from our
comparable properties is due primarily to increamatlllary sources such as tenant leases, parelggphone and other guest services.

Other revenues increased $13.6 million, or 50.92440.2 million for the year ended December 31,328dm $26.7 million for the year ended
December 31, 2012 .These increases were primardgdt of 14 hotels acquired during the year eridecember 31, 2013.

Other revenues on a comparable basis, increasédrlion, or 4.0%, to $18.8 million for the yeamaded December 31, 2013 from $18.0 mill
for the year ended December 31, 2012.

Hotel Operating Expense
Hotel operating expenses consist of the followingtl{ousands):

For the year ended December 3: 2014 Increas: 2013 Increas
2014 2013 2012 from 2013 from 2012
Number of propertie 46 45 31
Hotel operating expense
Room expense $140,12¢ $ 96,44« $ 70,16" $ 43,68 $ 26,27¢
Food and beverage expen 158,24 114,01: 78,08( 44,23 35,93:
Other direct expenst 33,38 24.54; 17,40: 8,83¢ 7,141
Other indirect expenst 217,81: 157,38! 117,35! 60,42¢ 40,03(
Management fee 52,10« 37,68 26,827 14,42 10,85¢
Total hotel operating expens $601,66° $430,06! $309,82! $ 171,60: $ 120,23
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The following are hotel operating expenses for caraple properties owned at December 31, 2014 ah8 29d December 31, 2013 and 2012
(in thousands):

For the year ended December 3: For the year ended December 3:
2014 2013 Increase  Variance 2013 2012 Increase  Variance
Number of comparable properti 31 31 24 24
Hotel operating expense
Room expense $ 83,237 $ 78,04¢ $ 5,191 6.7% $ 54,49¢ $ 51,95. $2,54¢ 4.%
Food and beverage expen 97,78¢ 91,574 6,21/ 6.8% 52,49’ 50,96: 1,53¢ 3.(%
Other direct expens:t 21,45t 20,60¢ 847 4.1% 10,81: 10,76 49 0.5%
Other indirect expenst 136,53( 128,60 7,92¢ 6.2% 83,24: 81,02( 2,22 2.7%
Management fee 36,16¢ 31,38 4,77¢ 15.2% 22,78¢ 21,11¢ 1,67( 7.%
Total hotel operating expens $375,17!  $350,21¢ $24,95¢ 7.1% $223,83t $215,81c $8,027 3.7%

Hotel operating expensi

Hotel operating expenses on a comparable basiased $25.0 million, or 7.1%, to $375.2 million floe year ended December 31, 2014 from
$350.2 million for the year ended December 31, 20h& hotel operating expenses increase of 7. Xnparable to total revenues increase of
8.2%. This increase was primarily due to the ojrggatosts associated with additional revenues, lware generated through volume based
expenses and revenue based expenses, supporspesifically sales and marketing, general and ahtnative and utilities, and increased
incentive management fees as a result of highditgro

Hotel operating expenses on a comparable basisased $8.0 million, or 3.7% to $223.8 million foetyear ended December 31, 2013 from
$215.8 million for the year ended December 31, 20h2 hotel operating expenses increase of 3. tangparable to total revenues increase of
5.5%. This increase was primarily due to the ojrggatosts associated with additional revenues, lwaie generated through volume based
expenses and revenue based expenses.

Corporate and Other Expenses

Corporate and other expenses consist of the falig\{in thousands):

For the year ended December 31, 2014 Va2ri0a1nie
Variance

2014 2013 2012 to 2013 to 2012

Depreciation and amortizatic $141,80° $104,22¢ $ 89,62¢ $37,57¢ $14,60(
Real estate taxes, personal property taxes anchimse 41,80: 27,54¢ 22,38: 14,25: 5,16¢
General and administrative expen 38,89: 14,15: 9,00¢ 24,74 5,14:
Business management fe 1,47¢ 12,74 10,81: (11,269 1,931
Acquisition transaction cos 1,19: 2,27 751 (2,087) 1,52¢
Provision for asset impairmer 5,37¢ 49,14! — (43,76 49,14*
Total corporate and other expen $230,54¢ $210,09. $132,58: $20,45  $77,50¢

Depreciation and amortizatio

Depreciation and amortization expense increasedb$8illion, or 36.1%, to $141.8 million for the yeended December 31, 2014 from $104.2
million for the year ended December 31, 2013. Tieedase was primarily a result of a full year gbréeiation recorded in 2014 for 14 hotels
acquired in 2013, and one hotel acquired in 2014.
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Depreciation and amortization expense increaseds$t#lion, or 16.3%, to $104.2 million for the yeended December 31, 2013 from $89.6
million for the year ended December 31, 2012. Ptgseacquired in 2013 accounted for an increasiepreciation expense of approximately
$11.1 million. This $11.1 million increase was flly offset by the full depreciation of propertiegth five-year assets placed in service during
2007 and early 2008.

Real estate taxes, personal property taxes, andanse

Real estate taxes, personal property taxes, anthimse expense increased $14.3 million, or 51.8%41.8 million for the year ended
December 31, 2014 from $27.5 million for the yeaded December 31, 2013. This increase was primarigsult of 14 hotels acquired during
the year ended December 31, 2013, and one hoteiradgluring the year ended December 31, 2014dditian, real estate and personal
property taxes increased across the remaininggbiortfue to increased assessed property valuexoates at certain properties, offset by
refunds from prior year real estate tax appeals.

Real estate taxes, personal property taxes, anthimse expense increased $5.2 million, or 23.1%2%5 million for the year ended
December 31, 2013 from $22.4 million for the yeaded December 31, 2012. The increase was prinsarégult of 14 hotels acquired during
the year ended December 31, 2013, partially offgetal estate tax refunds from prior year reatesiax appeals.

General and administrative expenses

General and administrative expenses consist piyrafrcompensation expense for our corporate stadf personnel supporting our business,
contractual performance obligations, office adniaisve and related expenses and acquisition exgehs addition, general and administrative
expenses include an allocation of costs by InlamméAcan for certain corporate services and othpeeses. The allocation includes costs rel
to corporate overhead expenses, such as payrtdl fmoscertain of Inland American’s employees (ag@ng, finance, tax, treasury, and legal)
and outside professional services.

General and administrative expense increased $2#lign, or 174.9%, to $38.9 million for the yeanded December 31, 2014 from $14.2
million for the year ended December 31, 2013. Ciostsrred in 2014 included legal and other profasai fees related to Inland American’s
Self-Management Transactions on March 12, 2014eas=d corporate staffing, costs related to owaragipn from Inland American and costs
related to the preparation of the listing of oumoon stock on the NYSE.

General and administrative expense increased $lidkrmor 57.1%, to $14.2 million for the year esdiDecember 31, 2013 from $9.0 million
for the year ended December 31, 2012. The incneasegrimarily a result of increased legal costsianteased consulting and professional fees
due to our large amount of transaction activity drelexecution of our portfolio strategy.

Business management

Business management fee expense decreased $1lio8,mil 88.4%, to $1.5 million for the year end@ecember 31, 2014 from $12.7 million
for the year ended December 31, 2013. On Marcl2d®4, Inland American executed the Self-Managereartsactions. In connection with the
Self-Management Transactions, Inland American abvéth the Business Manager to terminate the manageagreement with the Business
Manager, hire all of the Business Manager's emmeyand acquire the assets or rights necessaryntiuciothe functions previously performed
for Inland American by the Business Manager. TH&Management Transactions resulted in a final bes$ management fee incurred in
January 2014. As a result, we have not been afildabusiness management fee after January 2014.

Business management fee expense increased $licghpolf 17.9%, to $12.7 million for the year enddetember 31, 2013 from $10.8 million
for the year ended December 31, 2012. The busmasagement fee is
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allocated to us based on average invested assefsheslast day of the immediately preceding qeraiThe increase was primarily a result of 14
hotels acquired during the year ended Decembe2(®l13, which caused our average invested assetsreaike.

Acquisition transaction cos

Acquisition transaction costs decreased $1.1 millay 47.6% to $1.2 million for the year ended Deber 31, 2014 from $2.3 million for the
year ended December 31, 2013. This decrease ifs#amutransition costs was due to a decreaskdrvblume of acquisition activity during t
year ended December 31, 20

Acquisition transaction costs increased $1.5 nmillior 202.9%, to $2.3 million for the year endeac®uwaber 31, 2013 from $0.8 million for the
year ended December 31, 2012. This increase instion transaction costs was due to costs incuwigld the purchase of 14 properties dur
2013. Typically, acquisition transaction costs ¢sinsf legal fees, other professional fees, transfees and other direct costs associated with our
pursuit of hotel investments. As a result, thes#scoary with our level of ongoing acquisition siti.

Provision for asset impairme
During the year ended December 31, 2014, a provisioasset impairment of $5.4 million was recordedccertain hotels, which were identified
to have a reduction in the expected holding period.

During the year ended December 31, 2013, a provisioasset impairment of $49.1 million was recarda certain hotels, which were
identified to have a reduction in the expected imgigheriod.

During the year ended December 31, 2012, therenwasset impairment recorded in continuing opematié provision for asset impairment of
$6.2 million was recorded in discontinued operagion

Results of Non-operating Income and Expenses

Hotel non-operating income and expenses constsiedollowing (in thousands):

For the year ended December 31, Ve?r?aln‘lce Ve?r?alnsce
2014 2013 2012 to 2013 to 2012
Gain (loss) on sale of investment proper $ 69: $ — $ (589 $ 69 $ 58¢
Other (loss) incom (1,38¢9) (1,119 79¢ (276) (1,91
Interest expens (57,42) (52,797 (45,06)) 4,63¢ 7,731
Equity in earnings (loss) and gain (loss) and immpant of
investment in unconsolidated entities, 4,21¢ (33 (3,719 4,24¢ 3,68¢

Income tax expens (5,86%) (3,619 (3,695 2,24¢ (76)
Net income (loss) from discontinued operati 75,12( (5,62¢) (12,662) 80,74t 7,03¢

Interest expens

Interest expense increased $4.6 million, to $574lHomfor the year ended December 31, 2014 fror@.85nillion for the year ended
December 31, 2013. The increase in interest expeasgrimarily a result of an increase in debtx®$5.0 million as of December 31, 2014
from $1,280.2 million as of December 31, 2013.

Interest expense increased $7.7 million to $52|Bamifor the year ended December 31, 2013 from.$4#illion for the year ended
December 31, 2012. The increase in interest expgaserimarily a result of an increase in debtX®80.2 million as of December 31, 2013
from $1,011.4 million as of December 31, 2012. Thsease was the result of debt incurred in comoreevith our acquisition of 14 hotels an
$88.6 million allocation of Inland American’s unseed credit facility.
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Equity in earnings (loss) and gain (loss) and (immpeent) of investment in unconsolidated enti

Equity in earnings (loss) of investment in uncoitaikd entities increased $4.2 million to a gai$42 million from a loss of $0.03 million fra
the year ended December 31, 2013 to 2014 mainlyaitree Company’s purchase of its partners’ intareene joint venture, which resulted in a
$4.5 million gain on the purchase of this investmen

Equity in earnings (loss) of investment in uncoitidkd entities increased $3.7 million to a los$@D3 million from a loss of $3.7 million from
the year ended December 31, 2013 to 2012. Durimgélr ended December 31, 2013, we impaired onkjenture by $1.0 million. The
impairment was offset by a gain on the sale oflzgohotel joint venture of $0.5 million. During thiear ended December 31, 2012, we sold a
joint venture and incurred a loss of $1.4 milligalditionally, in the same year, we impaired anofbért venture by $2.5 millior

Income tax expens

Income tax expense increased $2.2 million to $5lBomfor the year ended December 31, 2014 fron6$8illion for the year ended
December 31, 2013. The increase was mainly duadeime tax expenses related to organizationalreestsiring of our TRS leases.

Income tax expense decreased $0.1 million to $3l®mfor the year ended December 31, 2013 fron¥ $8illion for the year ended
December 31, 2012. The decrease was primarilyaaa tncrease in tax deductions for the year elmsmmber 31, 2013, which was partially
offset by increased income due to additional hotels

Net income (loss) from discontinued operati

Net income (loss) from discontinued operationseased by $80.7 million to income of $75.1 milliam the year ended December 31, 2014 -
a loss of $5.6 million for the year ended Decen#ier2013. The increase was mainly due to the saleedSuburban Select Service Portfolio in
2014. The operations of these properties wereateflieas discontinued operations and resulted impeme of $75.1 million, including a gain
sale of $135.7 million.

Net loss from discontinued operations decrease@l$illion to a loss of $5.6 million for the yeardsd December 31, 2013 from a loss of $:

million for the year ended December 31, 2012. Thezee three hotels sold in 2013 for a total of 81fillion compared to 13 hotels sold in 2!
for a total of $131.5 million. The three hotelsdsol 2013 recorded a gain on sale of approxima&lg million while the 13 properties sold in
2012 generated a gain on sale of approximately i$illion. Additionally, the Suburban Select ServRertfolio held for sale and reported as

discontinued operations recorded a loss of $7.kamiin 2013 while a loss of $22.1 million was reded in 2012.

Critical Accounting Policies and Estimates
General

The preparation of combined consolidated finarsti@ements in conformity with U.S. GAAP requiresniaigement to make estimates and
assumptions that affect the reported amount otassel liabilities at the date of our financiatstaents and the reported amounts of revenues
and expenses during the reporting period. We censiig following policies critical because theyuig estimates about matters that are
inherently uncertain, involve various assumptigaguire management judgment, and because theynpaetant for understanding and
evaluating our reported financial results. As alteshese accounting policies could materiallyeaffour financial position, results of operations
and related disclosures. We evaluate our estimasssimptions and judgments on an ongoing basiedlmasinformation that is then available to
us, our historical experiences and various mattertswe believe are reasonable and appropriateofwsideration under the
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circumstances. Actual results may differ signifittafrom these estimates due to changes in judgsnassumptions and conditions as a result of
unforeseen events or otherwise, which could havaterial impact on financial position or resultopgrations.

Investment in Hotel Propertie

Upon acquisition, we allocate the purchase priceunfhotel properties based on the fair value efabquired land, land improvements,
building, furniture, fixtures and equipment andrititiable intangible assets or liabilities. Iderdhle intangible assets or liabilities typicallysar
from contractual arrangements assumed in connegfithrthe transaction, including terms that arevabor below market compared to an
estimated market agreement at the acquisition datgadditional amounts are allocated to goodvéllaquired, based on the remaining
purchase price in excess of the fair value of éimgible and intangible assets acquired and lissldssumed. The allocation of the purchase
to elements of our acquired hotel properties iar@a that requires judgment and significant esémal/e expense acquisition costs as incurred.
All costs related to finding, analyzing and negiitig a transaction are expensed as incurred asexgjeand administrative expense, whether or
not the acquisition is completed.

Cost Capitalization and Depreciation/Amortizatiorokcies

Our investments in hotel properties are carriezbat and depreciated using the straight-line metived estimated useful lives of 30 years
for buildings and improvements, and 5 to 15 yearsite improvements and furniture, fixtures andipment. Intangible assets arising from
contractual arrangements are typically amortizegt tive life of the contract. Renovations, improvataend/or replacements at the hotel
properties that improve or extend the life of teeeds are capitalized and depreciated over thiinaed useful lives, while repairs and
maintenance are expensed as incurred. Furnituterds and equipment under capital leases areedaatithe present value of the minimum le
payments. Cost capitalization and the estimateseful lives requires us to make subjective assassnoé our properties for the purposes of
determining the amount of depreciation expensefteat each year with respect to the assets. TéesgEssments may impact our results of
operations.

Dispositions and Assets Held for Se

The Company accounts for dispositions in accordateFinancial Accounting Standards Board (“FASB®counting Standards
Codification (“ASC”) 360-20, Real Estate Sales. Tmmpany recognizes gain in full when real esw@asold, provided (a) the profit is
determinable, that is, the collectability of théesaprice is reasonably assured or the amountiiiiatot be collectible can be estimated, and
(b) the earnings process is virtually completet iheahe seller is not obliged to perform sigrafit activities after the sale to earn the profite T
Company recorded certain transactions as discadinperations for years ended December 31, 20148, &0d 2012 in accordance with FASB
ASC 205-20, Presentation of Financial Statemenss@itinued Operations.

In April 2014, the FASB issued ASU 2014-08, RepwtDiscontinued Operations and Disclosures of Biafsof Components of an
Entity, which includes amendments that changedhairements for reporting discontinued operatiord r@quire additional disclosures about
discontinued operations. Under the new guidandg,disposals representing a strategic shift that(bawill have) a major effect on the entity’s
results and operations would qualify as discontihoigerations. In addition, ASU 2014-08 expandgdikelosure requirements for disposals that
meet the definition of a discontinued operation esglires entities to disclose information abospdsals of individually significant compone
that do not meet the definition of discontinuedragtiens. ASU 2014-08 is effective for interim anthaal reporting periods in fiscal years that
begin after December 15, 2014. We have electedrty adopt ASU 2014-08, effective January 1, 204et.the year ended December 31, 2014,
the operations reflected in discontinued operatareonly related to the Suburban Select ServicgdHo classified as discontinued operations
at December 31, 2013. All other asset disposala@nreincluded as a component of income from coirtipoperations.
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We will classify a hotel as held for sale when adirig agreement to purchase the property has ligeedsunder which the buyer has
committed a significant amount of nonrefundablenca® significant financing contingencies existl &me sale is expected to close within one
year. If these criteria are met, we will suspenprdeiation and amortization of the hotel propertg an impairment loss (if any), will t
recognized if the fair value less costs to sdibvger than the carrying amount of the hotel. Wd aldssify the loss, together with the related
operating results, as discontinued operations estdtements of operations (if the sale represesttategic shift and has, or will have, a major
effect on the entity’s results and operations) eladsify the assets and related liabilities as feldale on the balance sheet.

On September 17, 2014, Inland American enteredartefinitive asset purchase agreement to seftiteirban Select Service Portfolio
consisting of 6,976 rooms to unaffiliated third fggsurchasers for approximately $1.1 billion, whathsed on November 17, 2014. In line with
the Company’s early adoption of the new accourgtagdard governing discontinued operations, thefaom believes this sale represents a
strategic shift that has (or will have) a majoeetfon the Company'’s results and operations, aaltifigs as discontinued operations. These
hotels have been classified as held for sale ondh®ined consolidated balance sheet as of Dece®ib@013.

Impairment

We review our investments in hotel properties fosgble impairment whenever events or changeséaristances indicate that the
carrying value of the hotel properties may notdmorerable. Events or circumstances that may aawsdew include, but are not limited to,
when a hotel property experiences a current oeptefl loss from operations, when it becomes mbketylthan not that a hotel property will be
sold before the end of its useful life, adversenges in the demand for lodging at the propertiestduwleclining national or local economic
conditions and/or new hotel construction in marketgre the hotels are located. When such condigaiss, we perform an analysis to
determine if the estimated undiscounted future ¢lasés from operations and the proceeds from tiienate disposition of a hotel exceed its
carrying value. If it is determined that the esti@shundiscounted future cash flows are less thardirying amount of the asset, an adjustme
reduce the carrying amount to the related hotatsrated fair market value is recorded and an impamt loss recognized. In the evaluation of
impairment of our hotel properties, we make marspagtions and estimates including projected casisfboth from operations and eventual
disposition, expected useful life and holding pérituture required capital expenditures, and falugs, including consideration of capitalization
rates, discount rates, and comparable selling qriiee valuation and possible subsequent impairofenvestment properties is a significant
estimate that can and does change based on oumemuig process of analyzing each property andwgngeassumptions about uncertain
inherent factors, as well as the economic condibioithe property at a particular point in time.

Revenue Recognitio

Revenue consists of amounts derived from hotelatjpers, including the sales of rooms, food and keye and other ancillary amenities.
Revenue is recognized when rooms are occupiedamitas have been rendered. Cash received prgprast arrival is recorded as an advance
deposit from the guest and recognized as reventhe dime of occupancy. Sales, use, occupancysiamthr taxes are collected and presente
a net basis (excluded from revenues) in the accoympg combined consolidated statements of operatiBar retail operations, revenue is
recognized on a straight-line basis over the lnfebe retail leases. These revenue sources aetedfby conditions impacting the travel and
hospitality industry as well as competition fronhet hotels and businesses in similar markets.

In May 2014, the FASB issued ASU 2014-09, Revenomm fContracts with Customers, which requires aityetat recognize the amount of
revenue to which it expects to be entitled fortthasfer of promised goods or services to custoniéms ASU will replace most existing revenue
recognition guidance in GAAP when it becomes eifectThe new standard is effective for the Compamyanuary 1, 2017. Early applicatiot
not permitted. The standard permits the use oéeitte retrospective or cumulative effect transitioethod. The
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Company is evaluating the effect that ASU 2014-@Bhave on its combined consolidated financiatestaents and related disclosures. The
Company has not yet selected a transition methotiamit determined the effect of the standard®ongoing financial reporting.

Consolidation

We evaluate our investments in limited liabilityngpanies and partnerships to determine whetheresutities may be a variable interest
entity (“VIE"). If the entity is a VIE, the determation of whether we are the primary beneficiarystihe made. We will consolidate a VIE if we
are deemed to be the primary beneficiary, as defm&ASB ASC 810, Consolidation. The equity metlddccounting is applied to entities in
which we are not the primary beneficiary as defiRéd&B ASC 810, or the entity is not a VIE and wentd have effective control, but can
exercise influence over the entity with respedtdmperations and major decisions.

Income Taxes

We intend to elect to be taxed as a REIT underi@ex856 through 860 of the Code and have opeestedich beginning with our taxable
year that commenced on January 5, 2015. To quadify REIT, we must meet certain organizationalogpeaational requirements, including
requirement to distribute at least 90% of our ahREIT taxable income to our stockholders (whiclkasnputed without regard to the dividends
paid deduction or net capital gain and which dagsecessarily equal net income as calculateddardance with U.S. GAAP). As a REIT, we
generally will not be subject to U.S. federal in@tax to the extent we distribute qualifying divide to our stockholders. If we fail to qualify as
a REIT in any taxable year, we will be subject t&\federal income tax on our taxable income atleggorporate income tax rates and
generally will not be permitted to qualify for tte@ent as a REIT for U.S. federal income tax purpdsethe four taxable years following the
year during which qualification is lost unless tR&S grants us relief under certain statutory priovis. Such an event could materially adver:
affect our net income and net cash available fatribution to stockholders. However, we intend tgamize and operate in such a manner as to
qualify for treatment as a REIT. Even if we qualidy taxation as a REIT for U.S. federal income paxposes, we may still be subject to state
and local taxes on our income, assets or net wanit to federal income and excise taxes on ousstntzited income. Additionally, any income
earned through TRS is subject to federal, statdauad corporate income taxes. Our TRS owns our THRSees, which lease our hotels from us
and have engaged third party hotel managers togeama hotels on market terms. Our TRS will pay.@e8eral, state and local income tax on
the income (net of lease payment to us, third padpagement fees and other expenses) from thetiopesraf our hotels.

Non-GAAP Financial Measures

We consider the following non-GAAP financial measiuseful to investors as key supplemental measfims operating performance:
FFO, Adjusted FFO, EBITDA, and Adjusted EBITDA. Beenon-GAAP financial measures should be considaedy with, but not as
alternatives to, net income or loss, operatingiprodish from operations, or any other operatinfopmance measure as prescribed per GAAP.

Funds From Operation

We calculate FFO in accordance with standards kestteld by the National Association of Real Estateektment Trusts (NAREIT), which
defines FFO as net income or loss (calculated éoralance with GAAP), excluding real estatdated depreciation, amortization and impairrr
gains (losses) from sales of real estate, the atmaleffect of changes in accounting principle§ustments for unconsolidated partnerships and
joint ventures, and items classified by GAAP asaotdinary. Historical cost accounting for reabgéstassets implicitly assumes that the valt
real estate assets diminishes predictably over. Bimee real estate values instead have historidaltn or fallen with market conditions, most
industry investors consider presentations of opegaesults for real estate companies that useriat cost accounting to be insufficient by
themselves. We believe that the presentation of pife@ides useful supplemental information to ineestegarding our
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operating performance by excluding the effect af estate depreciation and amortization, gainségsfrom sales for real estate, impairmen
real estate assets extraordinary items and thpat items related to unconsolidated entitiespihich are based on historical cost
accounting and which may be of lesser significanavaluating current performance. We believe thatpresentation of FFO can facilitate
comparisons of operating performance between peaoad between REITs, even though FFO does notsepran amount that accrues directly
to common stockholders. Our calculation of FFO melybe comparable to measures calculated by otimpanies who do not use the NAREIT
definition of FFO or do not calculate FFO per diltlishare in accordance with NAREIT guidance. Adddlly, FFO may not be helpful when
comparing us to non-REITSs.

We further adjust FFO for certain additional itettmat are not in NAREIT definition of FFO such as hotel property acquisiand pursui
costs, amortization of share-based compensati@myif, and other expenses we believe do not rapreseurring operations. We believe that
Adjusted FFO provides investors with useful supm@etal information that may facilitate comparisof®mlgoing operating performance
between periods and between REITs that make siadlaistments to FFO and is beneficial to investoosiplete understanding of our operai
performance.

The following is a reconciliation of our GAAP neicome (loss) to FFO and Adjusted FFO for the yeaded December 31, 2014, 2013, and
2012 (in thousands):

Combined Consolidated

For the year For the year For the year
ended ended ended
December 31 December 31 December 31
2014 Pro
Forma 2014 2013 2012

Net (loss) income attributable to Comps $ 44,42: $ 109,79 $ (51,469 $ (46,14¢
Depreciation and amortization related to investnpeaperties 142,39¢ 177,67: 154,86: 155,77
Depreciation and amortization related to investnire

unconsolidated entitie — 10C 821 1,60z
Impairment of investment properti — 5,37¢ 49,14* —
Impairment of investment properties reflected scdntinuec

operations — — — 6,224
Impairment of investment in unconsolidated enti — — 1,00 2,46t
Gain on sale of investment propert — (136,38 (1,569 (6,367)
Loss (gain) from sale of investment in unconsoidagntities — (4,509 (487) 1,402
Funds from operatior $186,81¢ $ 152,05: $ 152,31: $ 114,95
Reconciliation to Adjusted FF
Loss (gain) on extinguishment of de $ 11c $ 67,10t $ 2C $ (4,179
Acquisition and pursuit cos — 1,194 2,371 1,11¢
Amortization of mark to market debt discounts arpium, ne 3,70( 4,461 4,36( 4,27¢
Amortization of shar-based compensation expel 4,671 — — —
Other Expense®) 5,812
Adjusted FFC $201,11! $ 224,81 $ 159,06: $ 116,17:

(®  Other expenses includes I-recurring expenses associated with the transiiangublicl-traded star-alone company and costs relate:
lender consents required to effectuate the-off from Inland American
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Earnings Before Interest, Taxes, Depreciation antbAization

@

EBITDA is a commonly used measure of performanaaamy industries and is defined as net incomess (oalculated in accordance
with GAAP) excluding interest expense, provisionifcome taxes (including income taxes applicablsale of assets) and depreciation and
amortization. We consider EBITDA useful to an ineegegarding our results of operations, in evahgaand facilitating comparisons of our
operating performance between periods and betw&#hsRby removing the impact of our capital struetgorimarily interest expense) and asset
base (primarily depreciation and amortization) froan operating results, even though EBITDA doesreptesent an amount that accrues
directly to common stockholders. In addition, EBIK 3 used as one measure in determining the vdlbetel acquisitions and dispositions and
along with FFO and Adjusted FFO, it is used by ng@naent in the annual budget process for compemnsatagrams.

We further adjust EBITDA for certain additionalrite such as hotel property acquisitions and pucssits, amortization of share-based
compensation (if any), equity investment adjustsgetite cumulative effect of changes in accountiigcjples, impairment of real estate assets
and other costs we believe do not represent reguoperations and are not indicative of the peréoroe of our underlying hotel property
entities. We believe Adjusted EBITDA provides intes with another financial measure in evaluating acilitating comparison of operating
performance between periods and between REITsepatt similar measures.

The following is reconciliation of net income (19¢e EBITDA and Adjusted EBITDA for the years end@dcember 31, 2014, 2013, and
2012 (in thousands):

Net income (loss) attributable to Comps

Interest expens

Equity in interest expense of joint venti

Income tax expens

Depreciation and amortization related to investnpeaperties

Depreciation and amortization related to investnire
unconsolidated entitie

EBITDA

Reconciliation to Adjusted EBITD,

Impairment of investment properti

Impairment of investment properties reflected scdntinuec
operations

Impairment of investment in unconsolidated enti

Gain on sale of investment propert

Loss (gain) on extinguishment of d¢

(Gain) loss from sale of investment in unconsoédatntities

Acquisition and pursuit cos

Amortization of shar-based compensation expel

Other Expense®

Adjusted EBITDA

Combined Consolidated

For the year
ended
December 31

For the year
ended
December 31

For the year
ended
December 31

2014 Pro
Forma 2014 2013 2012
$ 44,42: $ 109,79 $ (51,469 $ (46,146
51,56¢ 85,72 85,70: 82,98¢
— 31 311 99C
5,86¢ 10,43: 3,04: 5,71¢
142,39¢ 177,67 154,86 155,77
— 10C 821 1,60z
$244,24¢ $ 383,75¢ $ 193,26¢ $ 200,92
— 5,37¢ 49,14¢ —
— — — 6,22¢
— — 1,00¢ 2,46¢
— (136,38 (1,564 (6,367
112 67,10t 2C (4,179
— (4,509 (487) 1,402
— 1,19¢ 2,371 1,11¢
4,671 — — —
5,817 — — —
$254,84! $ 316,54 $ 243,75 $ 201,58!

Other expenses includes I-recurring expenses associated with the transitiangublicly-traded star-alone company and costs relatet
lender consents required to effectuate the-off from Inland American
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Use and Limitations of Non-GAAP Financial Measures

FFO, Adjusted FFO, EBITDA and Adjusted EBITDA datmepresent cash generated from operating actuitieler GAAP and should r
be considered as alternatives to net income oy gesating profit, cash flows from operations oy ather operating performance measure
prescribed by GAAP. Although we present and use,Adjusted FFO, EBITDA and Adjusted EBITDA because believe they are useful to
investors in evaluating and facilitating comparisaf our operating performance between perioddahdeen REITs that report similar
measures, the use of these non-GAAP measures ais dienitations as analytical tools. These nonAFAfinancial measures are not measures
of our liquidity, nor are they indicative of fundsailable to fund our cash needs, including oulitghto fund capital expenditures, contractual
commitments, working capital, service debt or me&sh distributions. These measurements do nottefesh expenditures for long-term assets
and other items that we have incurred and will inGhese non-GAAP financial measures may incluag$uthat may not be available for
management’s discretionary use due to functiorgalirements to conserve funds for capital expeneituproperty acquisitions, and other
commitments and uncertainties. These non-GAAP timimeasures as presented may not be comparahdatGAAP financial measures as
calculated by other real estate companies.

We compensate for these limitations by separatatgidering the impact of these excluded items égcetttent they are material to opera
decisions or assessments of our operating perfaren@ur reconciliations to the most comparable GAiABncial measures, and our combined
consolidated statements of operations and castsfimelude interest expense, capital expenditundsother excluded items, all of which should
be considered when evaluating our performance gllsaw the usefulness of our non-GAAP financial suees. These non-GAAP financial
measures reflect additional ways of viewing ourrapiens that we believe, when viewed with our GA®BuUIts and the reconciliations to the
corresponding GAAP financial measures, provide aensomplete understanding of factors and trendsctiffig our business than could be
obtained absent this disclosure. We strongly eragrimvestors to review our financial informatiarits entirety and not to rely on a single
financial measure.

Liquidity and Capital Resources

As of December 31, 2014, we had $163.1 millionahbined consolidated cash and cash equivalentsp&n@8 million of restricted cash and
escrows. Restricted cash and escrows primarilyisbocash held in restricted escrows of $10.2iamland lodging furniture, fixtures and
equipment reserves of $76.3 million.

Our known short-term liquidity requirements priniadonsist of funds necessary to pay for operatixggenses, corporate expenses and other
expenditures, including property capital expen@isuinterest and principal payments on our cuiretgbtedness and dividends on our common
stock. Our capital expenditures mainly consishgfiovements to hotels, a portion of which is resdror in restricted escrows. We expect to
meet our short term liquidity requirements fromtgasash flow from operations and borrowings underumsecured revolving credit facility
entered into in February 2015.

We finance our business activities primarily wittisting cash and cash generated from our operatfidresobjectives of our cash management
policy are to maintain the availability of liquigiand minimize operational costs. Further, we havénvestment policy that is focused on the
preservation of capital and maximizing the retunmew and existing investments.

On a long term basis, our objectives are to maxdmixenue and profits generated by our existinggnaes and acquired hotels, to further
enhance the value of our portfolio that productséive current yield, and to generate sustainabtepredictable cash flow from our operations
to distribute to our stockholders. To the extentaneable to successfully improve the performararipportfolio, we believe this will result in
increased operating cash flows. Additionally, weymmeeet our long-term liquidity requirements throwglditional borrowings and/or proceeds
from the sales of hotels.
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On February 4, 2015, in conjunction with the ligtiof our common stock on the NYSE, the Company cenued a modified “Dutch Auction”
self-tender offer (the “Tender Offer”) to purchdsecash up to $125 million in value of sharesh& Company’s common stock at a price not
greater than $21.00 nor less than $19.00 per shetréo the seller in cash, less any applicablahwiiding of taxes and without interest. The
Tender Offer expired at 5:00 P.M., New York Cityrid, on March 5, 2015. As a result of the TendeeQthe Company accepted for purchase
1,759,344 shares of its common stock at a purghidse of $21.00 per share, for an aggregate puecpase of $36.9 million (excluding fees ¢
expenses relating to the Tender Offer), which wasléd from cash on hand. The 1,759,344 shareswhom stock accepted for purchase in the
Tender Offer represent approximately 1.6% of thenffany’s common stock outstanding as of Februa®pB5, the last day prior to the
commencement of the Tender Offer. Stockholders prbperly tendered and did not properly withdrawreBaf common stock in the Tender
Offer at or below the final purchase price of $21p@r share had all of their tendered shares ofremmstock purchased by the Company at
$21.00 per share. Following completion of the Ter@#er, the Company had approximately 111,664 &4dres of common stock outstanding.

We anticipate making regular quarterly distributida our stockholders. On March 13, 2015, our bo&uirectors declared a pro rata initial
dividend of $0.1457 per share, payable on April2(8,5 to stockholders of record as of March 31520tth respect to the period beginning
February 3, 2015, the completion of our separdtiom Inland American, through March 31, 2015 basea dividend of $0.23 per share for a
full quarter. On an annualized basis, this woul&0®2 per share of common stock. We expect tleatdlsh required to fund our dividends will
be covered by cash generated by operations.

We may, from time to time, seek to retire or pusghadditional amounts of our outstanding equitgugh cash purchases and/or exchanges for
other securities, in open market purchases, phivaggotiated transactions or otherwise, inclugingsuant to a Rule 10b5-1 plan. Such
repurchases or exchanges, if any, will depend ewgiling market conditions, our liquidity requirentg, contractual restrictions and other
factors. The amounts involved may be material.

Credit Facility

Effective February 3, 2015, we entered into a $#don unsecured revolving credit facility withsyndicate of banks. The revolving credit
facility includes an uncommitted accordion featwtgch, subject to certain conditions, allows ugtrease the aggregate availability by up to
$350 million. We expect borrowings under the reumvcredit facility to bear interest based on LIB@Rs a margin ranging from 1.50% to
2.45% (or, at our election upon achievement oihn@estment grade rating from Moody’s Investor Saasjdnc. or Standard & Poor’s Rating
Services, interest based on LIBOR plus a margigirenfrom 0.875% to 1.50%). In addition, until suglbction, we expect to pay an unused fee
of up to 0.30% of the unused portion of the créatitlity based on the average daily unused pouibthe credit facility; thereafter, we expect to
pay a facility fee ranging between 0.125% and 0.88%ed on the Company’s debt rating.
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Borrowings

The table below presents, on a combined consotidasis, the principal amount, weighted averageést rates and maturity date (by year) on
our mortgage debt (dollar amounts are stated indtiods){V

2015 2016 2017 2018 2019 Thereafte Total

Maturing mortgage debt

Fixed rate debt (mortgage loat $55,85¢  $323,12¢  $197,83( $27,77* $ — $17,10¢ $ 621,69

Variable rate debt (mortgage loa® 35,09: 26,31¢ — 169,67. 326,70( 21,21« 578,99.
Total mortgage del® $90,95(  $349,43¢  $197,83(  $197,44°  $326,70(  $38,32:  $1,200,68
Weighted average interest rate on d

Fixed rate debt (mortgage loai 5.45% 5.35% 5.1&% 6.4€6% — % 3.85% 5.31%

Variable rate debt (mortgage loal 2.5(% 3.61% — % 2.3(% 2.52% 2.5(% 2.51%

(M  Debt maturing in 2015 was extended to mature ir6201d debt maturing in 2016 was paid off on March@5.
@ Not included in the above is Xer's $96.0 million allocated portion of Inland Amem’'s unsecured credit facility. As of February 3, 2(
we no longer have an allocated portion of the wnsetcredit facility

The debt maturity excludes mortgage discounts #&salcwith debt assumed at acquisition of whiclsaalint of $1.7 million, net of
accumulated amortization, is outstanding as of Bibe 31, 2014. Of the total outstanding debt, agprately $31.3 million is recourse to us.

As of December 31, 2014, we had $91.0 million oftgege debt maturing through the remainder of 28h8,$349.4 million of mortgage debt
maturing in 2016. On March 2, 2015, we paid $26il8an to retire one mortgage loan and extendedntiadurity on one mortgage loan totaling
$34.9 million by two years.

We currently anticipate that we will be able toagpr refinance all of our debt on a timely baaig] believe we have adequate sources of funds
to meet our short term cash needs. However, ttarde no assurance that we can obtain such refittaon satisfactory terms. Volatility in the
capital markets could expose us to the risk ofairtg able to borrow on terms and conditions aet#etto us for future acquisitions or
refinancings.

Some of the mortgage loans require compliance @é@ttain covenants, such as debt service ratioestment restrictions and distribution
limitations. As of December 31, 2014, the Compaiag \m compliance with all such covenants, withghtential exception of one hotel which
was closed during the fourth quarter due to eagkguamage and reopened in January 2015.

Mortgage loans outstanding as of December 31, 2042013 were $1.2 billion and $1.7 billion, respety, and had a weighted average
interest rate of 3.96% and 4.73% per annum, reisdctFor the years ended December 31, 2014 at8,20e borrowed approximately $122.9
million and $352.2 million, respectively, securgdrbortgages on our properties and assumed $0.@m#hd $(15.1) million, respectively, of
debt at acquisition.

In May 2013, Inland American entered into an unsederedit facility in the aggregate amount of $&fi0ion. The credit facility consists of a
$300 million unsecured revolving line of credit ahe total outstanding term loan is $200 millioheTunsecured revolving line of credit matt
on May 7, 2016 and the unsecured term loan maturéday 7, 2017. The unsecured credit facility ipmarted by a pool of unencumbered
assets. To the extent the Company’s assets wduel@ttwithin the pool of unencumbered assets, tragainy was allocated a portion of the
unsecured credit facility. As of December 31, 2Glhé, Company'’s allocated portion of the senior aused credit facility was $96.0 million. As
of December 31, 2014 there were no outstandinghbataon the revolving line of credit and the interate of the unsecured term loan was
1.67%. As of February 3, 2015, we no longer havallcated portion of Inland American’s unsecureetlit facility.
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Debt as of December 31, 2014 and December 31, @isdsted of the following (dollars in thousands):

Proforma(®Balance

Outstanding as ¢ Balance Outstanding as
December December  December
Rate Type Fully Extended 31, Maturity 31, 31,
(b) Rate Maturity Date(©) 2014 Date 2014 2013
Mortgage Loan:
Hilton Garden Inn Washington DC Downto\ Fixed 5.45(%  October 201! $ 55,85¢ 10/11/1¢ $ 55,85¢ $ 57,10:
Hilton Garden Inn Chicago North Shore/Evans Fixed 5.93% June 201t 18,777 06/01/1¢ 18,777 19,04(
Fairmont Dallas Variable 2.671% April 2019 56,89: 04/10/1¢ 56,89: 41,87¢
Grand Bohemian Hotel Orlanc Fixed 5.82(%  October 201¢ 50,29¢ 10/01/1¢€ 50,29¢ 51,11t
Marriott Woodlands Waterway Hotel & Convention Gan Fixed 4.50(% December 201 74,04¢ 12/01/1¢ 74,04¢ 75,31
Renaissance Atlanta Waverly Hotel & Convention @e Fixed 5.50% December 201 97,00( 12/06/1¢€ 97,00( 97,00(
Renaissance Austin Hot Fixed 5.501% December 201 83,00 12/08/1¢ 83,00( 83,00(
Hyatt Regency Orange Cour Fixed 5.25(%  January 201 63,03¢ 01/03/17 63,03t 64,25¢
Residence Inn Boston Cambrid Fixed 5.50% February 201’ 30,67¢ 02/01/1% 30,67« 31,15:
Courtyard Pittsburgh Downtow Fixed 4.00(% March 2017 23,26: 03/01/17 23,26 23,85
Hampton Inn & Suites Denver Downtov Fixed 5.25(% March 2017 13,62¢ 03/01/17 13,62¢ 13,88¢
Marriott Griffin Gate Resort & Sp Variable 2.671% March 2017 35,09. 03/23/1¢ 35,09 35,71:
Marriott San Francisco Airport Waterfro Fixed 5.40(% April 2017 53,58 04/01/17 53,58¢ 54,37:
Courtyard Birmingham Downtown at UA Fixed 5.25(% April 2017 13,65( 04/01/17 13,65( 13,90¢
Bohemian Hotel Savannah Riverfrc Variable 2.521% August 201¢ 27,48( 12/17/1¢ 27,48( 27,48(
Hilton University of Florida Conference Center Geshnille Fixed 6.452%  February 201 27,77¢  02/01/1¢ 27,77¢ 27,77t
Andaz San Dieg(@ Variable 3.671% March 201¢ — 03/01/1¢ 26,31t 26,50(
Residence Inn Denver City Cen Variable 2.421% April 2018 45,21( 04/17/1¢ 45,21( 40,00(
Andaz Savanna Variable 2.171%  January 202 21,50C 01/14/1¢ 21,50( 21,50(
Hotel Monaco Denve Variable 2.271%  January 202 41,00C 01/17/1¢ 41,00( —
Andaz Napé®) Variable 2.271% March 202C 30,50C 03/21/1¢ 30,50( 30,50(
Marriott Dallas City Cente Variable 2.421% May 2020 40,09C 05/24/1¢ 40,09( 34,00(
Marriott Charleston Town Cent Fixed 3.85(% July 2020 17,10¢  07/01/2( 17,10¢ 17,10¢
Hyatt Regency Santa Cla Variable 2.171% September 202 60,20( 01/20/1¢ 60,20( 46,50(
Grand Bohemian Charlest—Kessler JVv Variable 2.671% November 202( 11,11¢  11/10/2C 11,11¢ 4,38¢
Loews New Orleans Hoti Variable 2.521% November 202( 37,500 02/22/1¢ 37,50( 37,50(
Grand Bohemian Mountain Bro—Kessler Jv Variable 2.671% December 202 10,09t 12/27/2( 10,09t 1,35¢
Hotel Monaco Chicag Variable 2.421%  January 202 26,00 01/17/1¢ 26,00( —
Westin Galleria & Oaks Houstc Variable 3.321% May 2021 110,00 05/01/1¢ 110,00( 110,00(
Crowne Plaz-Charlestor(®) — — 9,89(
Bohemian Hotel Celebratic@ — — 9,84¢
Marriott West Des Moine(@ — — 10,257
Hampton Inn Suites Baltimore Inner Harl(©) — — 9,00(
Marriott Chicago @ Medical Distric) — — 8,38
Homewood Suites Houston Galle(® — — 14,69(
Marriott Napa Valley Hotel & Sp(©@ — — 39,26:
Courtyard Kansas City Country Club Pl«9 — — 12,74(
Hilton St.Louis Downtowr(@ — — 14,69(
Total Mortgage Loan $1,174,37. $1,200,68! $1,214,95;
Mortgage Loan Premium / (Discoun() (1,660) (1,660) (2,400
Line of Credit Allocatior® — 96,02( 67,66¢
Total Debt $1,172,71. $1,295,04i $1,280,22!

(@) Reflects one loan secured by Andaz San Diedpeiag paid off as of December 31, 2014 and the izmy's allocated portion of Inland American’s unsed credit facility,
for which Xenia was relieved of responsibility upive Distribution,

(b) Floating index is one month LIBOR. The Company doetshave any hedging instruments in pl¢

(c) Loan extension is at the discretion of Xeniae Thajority of loans require minimum Debt Serviaev€rage Ratio and/or Loan to Value maximums andngay of extension
fee.
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(d) The Company repaid the mortgage loan on March 25 2¢hich was funded by available ca

(e) Given the August 2014 earthquake in northern Qalifp we may not be in compliance with certain ficial covenants
(f) The property was disposed on May 30, 2(

(g) The following loans were paid off o

Property Date Paid Ot
Bohemian Hotel Celebratic 07/01/1¢
Marriott West Des Moine 08/01/1+
Hampton Inn Suites Baltimore Inner Hart 10/01/1:
Marriott Chicago @ Medical Distric 10/15/1«
Homewood Suites Houston Galle 10/10/1¢
Marriott Napa Valley Hotel & Sp 11/17/1.
Courtyard Kansas City Country Club Ple 12/15/1«
Hilton St.Louis Downtowr 12/15/1«

(h) Loan premiums / (discounts) on assumed mortgagesded in purchase accountit
(i) Inland American had an unsecured credit fagilitf which Xenia was allocated a portion of théstanding balance at December 31, 2014 and 20li8hwecludes an
allocation to properties classified as held foesa of December 31, 20!

Capital Expenditures and Reserve Funds

We maintain each of our properties in good repadr @ondition and in conformity with applicable lassd regulations, franchise agreements
management agreements. Routine capital expendateesdministered by the property management coiemadowever, we have approval
rights over the capital expenditures as part oftireual budget process for each of our propefiesn time to time, certain of our hotels may be
undergoing renovations as a result of our decigiampgrade portions of the hotels, such as guasisppublic space, meeting space and/or
restaurants, in order to better compete with dtleéels in our markets. In addition, upon acquisitid a hotel we often are required to comple
property improvement plan in order to bring theehaip to the respective brand standards. If pegdhitly the terms of the management
agreement, funding for a renovation will first cofmem the furniture, fixtures and equipment reserWe are obligated to maintain reserve
funds with respect to certain agreements with aelmanagement companies, franchisors and leta@revide funds, generally 3%-5% of
hotel revenues, sufficient to cover the cost ofcéjain non-routine repairs and maintenance ttthels and (b) replacements and renewals to
the hotels’ capital assets. Certain of the agreésmequire that we reserve this cash in separatauats. To the extent that the furniture, fixtures
and equipment reserves are not available or adetmabver the cost of the renovation, we will fdidor the remaining portion of the
renovation with cash and cash equivalents on haurdinsecured revolving credit facility and/or atheurces of available liquidity. As
December 31, 2014 and 2013, we held a total of3hT@lion and $71.5 million, respectively, of futare, fixtures and equipment reserves. We
have been and will continue to be prudent with eesfo our capital spending, taking into accoumtaash flows from operations.

During the year ended December 31, 2014, we madedapital expenditures of $47.3 million. Our tatapital expenditures in 2013 and 2012
were $49.8 million and $65.2 million, respectivafar 2015, we anticipate total capital expenditueapproximately $50.0 million to $60.0
million.
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Cash Flow Analysis
Comparison of the years ended December 31, 2014328nd 2012

Year ended December 31

2014 2013 2012
Net cash flows provided by operating activi $ 181,60! $ 180,58t $ 132,99¢
Net cash flows provided by (used in) investing\atiés 827,51 (1,025,55) (271,030
Net cash flows provided by (used in) financing\dtiés (935,239 869,13 159,02:
Increase in cash and cash equival 73,88¢ 24,16" 20,99(
Cash and cash equivalents, at beginning of 89,16¢ 65,00 44,01«
Cash and cash equivalents, at end of $ 163,05: $ 8916¢ $ 65,00¢

Operating

Cash provided by operating activities was $181J6anj $180.6 million and $133.0 million for the xs ended December 31, 2014, 2013 and
2012, respectively, and was generated primarilgnfoperating income from property operations. Thatiooal increase in cash provided by
operating activities year-over-year was primariliedo our acquisitions. We purchased one, 14, anehshotels during the years ended
December 31, 2014, 2013 and 2012, respectively.

Investing

Cash provided by (used in) investing activities w827.5 million, $(1,025.6) million and $(271.0)lkoin for the years ended December 31,
2014, 2013 and 2012, respectively. Cash used #sting activities was significantly higher in 20d@mpared to 2014 and 2012 primarily due to
fourteen hotels acquired for cash of $955.5 milliloming the year ended December 31, 2013. Cashaff.$ million and $298.2 million was
used to purchase one and seven hotels for the gedesl December 31, 2014 and 2012, respectivesh @@vided by investing activities for 1
year ended December 31, 2014 was primarily dukeeaale of 55 hotels for a gross disposition poicgl,101 million. None of the procee

from the sale of these properties were retaineddnja.

Financing

Cash provided by (used in) financing activities Wé335.2) million, $869.1 million and $159.0 millidor the years ended December 31, 2014,
2013 and 2012, respectively. The cash used foygheended December 31, 2014 was due to the payfaffiertgages related to the disposition
of 55 hotels. Cash provided by financing activitiess high for the year ended December 31, 2013dthe large net contribution of $738.8
million from Inland American as a result of hotehaisitions. For the year ended December 31, 28%R was provided by mortgage proceeds
for several hotels.

We consider all demand deposits, money market ats@nd investments in certificates of depositr@pdirchase agreements with a maturity of
three months or less, at the date of purchases tash equivalents. We maintain our cash and cpshadents at financial institutions. The
combined account balances at one or more institsifi@riodically exceed the Federal Depository lasce Corporation (“FDIC”) insurance
coverage and, as a result, there is a concentratioredit risk related to amounts on deposit iness of FDIC insurance coverage.
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Contractual Obligations

The table below presents, on a combined consotidasis, obligations and commitments to make fypasenents under debt obligations
(including interest) and lease agreements as oémber 31, 2014.

Payments due by perioc

More than
Less than
Total 1 year 1-3 years 3-5 years 5 years
Long-Term Debt Obligation® $1,355,331  $146,55( $620,16° $554,84; $ 33,77:
Ground Lease Paymer 128,23 3,25¢ 6,512 6,517 111,95
Total $1,483,56 $149,80t $626,67¢ $561,35: $145,72!

@ Includes principal and interest payments, for hathiable and fixed rate loans, of $1,200,688 arft#$342, respectively. The variable r
interest payments were calculated based upon tieblarate spread plus 1 month LIBOR as of Decer8ie2014

Of the total long-term debt obligations, approxieiat$31.3 million is recourse to us as of Decen8igr2014.

Off-Balance Sheet Arrangements

As of December 31, 2014, we have no off-balancetsiigangements.

Subsequent Events

On January 5, 2015, the Company issued 125 shhties Series A Preferred Stock in a private plagarneapproximately 125 investors who
qualify as “accredited investors” (as that terrdé$ined in Rule 501(a) of Regulation D under theuBigies Act) in reliance upon the exemption
from the registration requirements of the Secwgifiet pursuant to Rule 506 of Regulation D, rekatie transactions by an issuer not involving
any public offering, to the extent an exemptiomirsuch registration was required.

On February 3, 2015, Xenia Hotels & Resorts, ladvaryland corporation, was spun-off from Inland éninan Real Estate Trust, Inc. (“Inland
American”), its former parent, through a taxable-pata distribution by Inland American of 95% oétbutstanding common stock, $0.01 par
value per share (the “Common Stock”), of Xeniaatbrs of record of Inland American’s common staslof the close of business on

January 20, 2015 (the “Record Date”). Each holdeecord of Inland American’s common stock receioe@ share of Common Stock for every
eight shares of Inland American’s common stock la¢lithe close of business on the Record Date DRistribution”). In lieu of fractional shares,
stockholders of Inland American received cash. &or&ary 4, 2015, Xenia’s Common Stock began tradinthe New York Stock Exchange
(“NYSE”") under the ticker symbol “XHR.” As a resudf the Distribution, the Company became a standeglpublicly-traded company.

Effective February 3, 2015, we entered into a $#bon unsecured revolving credit facility withsyndicate of banks. The revolving credit
facility includes an uncommitted accordion featwt@ch, subject to certain conditions, allows ugitrease the aggregate availability by up to
$350 million. We expect borrowings under the reumvcredit facility to bear interest based on LIB@PRs a margin ranging from 1.50% to
2.45% (or, at our election upon achievement ofh@estment grade rating from Moody’s Investor Sexsjdnc. or Standard & Poor’s Rating
Services, interest based on LIBOR plus a margigiranfrom 0.875% to 1.50%). In addition, until swedkction, we expect to pay an unused fee
of up to 0.30% of the unused portion of the créatitlity based on the average daily unused pouiithe credit facility; thereafter, we expect to
pay a facility fee ranging between 0.125% and 0.88&ed on the Company’s debt rating.

On February 4, 2015, in conjunction with the ligtiof our common stock on the NYSE, the Company cenued a modified “Dutch Auction”
self-tender offer (the “Tender Offer”) to purchdsecash up to $125 million in value of sharesh& Company’s common stock at a price not
greater than $21.00 nor less than $19.00 per shetr¢o the seller in cash, less any applicablahwiiding of taxes and without interest. The
Tender
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Offer expired at 5:00 P.M., New York City Time, btarch 5, 2015. As a result of the Tender Offer,@lmenpany accepted for purchase
1,759,344 shares of its common stock at a purghése of $21.00 per share, for an aggregate puecpase of $36.9 million (excluding fees ¢
expenses relating to the Tender Offer), which wasléd from cash on hand. The 1,759,344 sharesnuhon stock accepted for purchase in the
Tender Offer represent approximately 1.6% of thenfBany’s common stock outstanding as of Februa®dB5, the last day prior to the
commencement of the Tender Offer. Stockholders prbperly tendered and did not properly withdrawreBaf common stock in the Tender
Offer at or below the final purchase price of $21p@r share had all of their tendered shares ofremmstock purchased by the Company at
$21.00 per share. Following completion of the Ter@fer, the Company had approximately 111,664 $4dres of common stock outstanding.

Subsequent to December 31, 2014, we paid off thigage on the following property below (in thoussndn addition, we extended the
maturity on one mortgage loan totaling $34.9 milly one year to March 2016.

Property Date Paid Off Amount
Andaz San Dieg 3/2/201t $26,31¢
$26,31¢

On March 13, 2015, the Company’s Board of Directrthorized a cash dividend of $0.1457 per shatkeo€ompany’s Common Stock for the
first quarter of 2015. The dividend represents@benpany’s anticipated regular quarterly dividen&0f23 per share, prorated for the period
from February 3, 2015, the Distribution date, tordha31, 2015, the last day of the first quartere @ividend will be paid on April 15, 2015 to
holders of record of the Company’s Common Stocifdke close of business on March 31, 2015. Foitiaddl information, see “Part 1l—

Item 5. Market for Registrant's Common Equity, RethStockholder Matters and Issuer Purchases dfyEgacurities—Dividends.”
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Item 7A. Quantitative and Qualitative Disclosures Aout Market Risk

We are subject to market risk associated with casinginterest rates both in terms of variable-datiet and the price of new fixedte dek
upon maturity of existing debt and for acquisitio@sir interest rate risk management objectivesalienit the impact of interest rate changes on
earnings and cash flows and to lower our overalldwing costs. If market rates of interest on &llhe variable rate debt as of December 31,
2014 permanently increased by 1%, the increasgéndst expense on the variable rate debt woulekdee future earnings and cash flows by
approximately $5.8 million. If market rates of irgst on all of the variable rate debt as of Decer3the2014 permanently decreased by 1%, the
decrease in interest expense on the variable eftenbuld increase future earnings and cash flonegdproximately $5.8 million.

With regard to our variable rate financing, we asdaterest rate cash flow risk by continually iifging and monitoring changes in
interest rate exposures that may adversely impaeated future cash flows and by evaluating hedgpprtunities. We maintain risk
management control systems to monitor interestaadé flow risk attributable to both of our outstany or forecasted debt obligations as we
our potential offsetting hedge positions. The nsknagement control systems involve the use of doalyechniques, including cash flow
sensitivity analysis, to estimate the expected chpachanges in interest rates on our future flasvs.

We monitor interest rate risk using a variety ahteiques, including periodically evaluating fixeddrest rate quotes on all variable rate
debt and the costs associated with converting ¢bé to fixed rate debt. Also, existing fixed andiahle rate loans that are scheduled to matt
the next year or two are evaluated for possiblly eafinancing or extension due to consideratioregito current interest rates. Refer to our
Borrowings table for mortgage debt principal amsuantd weighted average interest rates by yeargreted maturity to evaluate the expected
cash flows and sensitivity to interest rate changes

We may use financial instruments to hedge expogarelsanges in interest rates on loans securedibgroperties. To the extent we do,
we are exposed to credit risk and market risk. iCresk is the failure of the counterparty to perfounder the terms of the derivative contract.
When the fair value of a derivative contract isifhes, the counterparty owes us, which createsitrest for us. When the fair value of a
derivative contract is negative, we owe the coyatey and, therefore, it does not possess cresfit I the alternative, we seek to minimize the
credit risk in derivative instruments by enteringpitransactions with what we believe are high-tjyabunterparties. Market risk is the adverse
effect on the value of a financial instrument thegults from a change in interest rates. The maisletissociated with interest-rate contracts is
managed by establishing and monitoring parametatdimit the types and degree of market risk thay be undertaken.

In the future, we may enter into derivative positidhat do not qualify for hedge accounting treaim€he gains or losses resulting from
marking-to-market these derivatives at the endacheeporting period are recognized as an increadecrease in “interest expense” on our
combined consolidated statements of operationaddiition, we may in the future be subject to addai expense based on the notional amount
of the derivative positions and a specified spm@azt LIBOR.
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Report of Independent Registered Public Accountindrirm
The Board of Directors

Xenia Hotels & Resorts, Inc.:

We have audited the accompanying combined consetidzalance sheets of Xenia Hotels & Resorts,dnd.subsidiaries as of December 31,
2014 and 2013, and the related combined consotiddtgements of operations, changes in equitycash flows for each of the years in the
three-year period ended December 31, 2014. In avionmewith our audits of the combined consoliddiedncial statements, we also have
audited the financial statement schedule 1lI. Trezsabined consolidated financial statements arghfifal statement schedule Il are the
responsibility of the Company’management. Our responsibility is to expresspaman on these combined consolidated financigkstants an
financial statement schedule Ill based on our audit

We conducted our audits in accordance with thedstas of the Public Company Accounting OversighafBdqUnited States). Those standards
require that we plan and perform the audit to obtaasonable assurance about whether the finatateinents are free of material misstaten
An audit includes examining, on a test basis, ewidesupporting the amounts and disclosures initaadial statements. An audit also includes
assessing the accounting principles used and ®ignifestimates made by management, as well agsagivaj the overall financial statement
presentation. We believe that our audits provideagonable basis for our opinion.

In our opinion, the combined consolidated finanstaktements referred to above present fairly,limaterial respects, the financial position of
Xenia Hotels & Resorts, Inc. and subsidiaries d3exfember 31, 2014 and 2013, and the results wfdperations and their cash flows for each
of the years in the three-year period ended DeceBhe2014, in conformity with U.S. generally actpaccounting principles. Also, in our
opinion, the related financial statement schedljevhen considered in relation to the basic coraticonsolidated financial statements taken as
a whole, present fairly, in all material respetisg, information set forth herein.

As discussed in Note 2 to the combined consolidfiteahcial statements, the Company has changedetsod for accounting for discontinued
operations in 2014 due to the adoption of AccognBtandards Update 2014-OReporting Discontinued Operations and Disclosuries o
Disposals of Components of an Ent
/sl KPMG LLP
Chicago, lllinois
March 27, 2015
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XENIA HOTELS & RESORTS, INC.

Combined Consolidated Balance Sheets
As of December 31, 2014 and 2013
(Dollar amounts in thousands)

December 31

December 31

2014 2013
Assets
Investment propertie:
Land $ 338,31 $ 337,17
Building and other improvemen 2,710,64 2,538,58!
Construction in progres 39,73t 12,39(
Total $3,088,69 $2,888,15!
Less accumulated depreciati (505,98() (376,51
Net investment propertie $2,582,71 $2,511,64
Cash and cash equivale 163,05: 89,16¢
Restricted cash and escro 87,29¢ 87,80«
Investment in unconsolidated entit — 1,73¢
Accounts and rents receivable (net of allowancd2afl and $30€ 26,50 23,41¢
Intangible assets, n 64,54 56,46
Deferred tax assi 2,39: 5,81¢
Other asset 29,25¢ 33,69
Assets held for sal — 946,91¢
Total asset $2,955,75 $3,756,65!
Liabilities
Debt $1,295,04 $1,280,22
Accounts payable and accrued expel 88,35¢ 73,36¢
Other liabilities 51,42¢ 38,81
Liabilities associated with assets held for ¢ — 546,00t
Total liabilities $1,434,83 $1,938,40.
Commitments and contingenci
Stockholders’ Equity
Preferred stock, $0.01 par val $ — $ —
Common stock, $0.01 par val — —
Capital contribution: 1,781,42 2,190,60:
Accumulated defici (264,16 (373,96()
Total Company stockholde equity $1,517,26 $1,816,64
Noncontrolling interest 3,65¢ 1,611
Total equity $1,520,92 $1,818,25!
Total liabilities and equit $2,955,75 $3,756,65!

See accompanying notes to the combined consolitiédeatical financial statements.
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XENIA HOTELS & RESORTS, INC.

Combined Consolidated Statements of Operations
For the years ended December 31, 2014, 2013 and 201
(Dollar amounts in thousands)

For the year ended December 31,

2014 2013 2012
Revenues
Room revenue $631,90. $443,26° $323,95¢
Food and beverage revent 235,06t 168,36¢ 116,26(
Other revenue 59,69¢ 40,23t 26,66
Total revenue $926,66( $651,87.  $466,88(
Expenses
Room expense 140,12t 96,44 70,16¢
Food and beverage expen 158,24. 114,01: 78,08(
Other direct expens:t 33,38: 24,54: 17,40:
Other indirect expenst 217,81: 157,38! 117,35
Management fee 52,10« 37,68 26,82
Total hotel operating expens 601,66 430,06! 309,82¢
Depreciation and amortizatic 141,80 104,22¢ 89,62¢
Real estate taxes, personal property taxes anchimse 41,80: 27,54¢ 22,38.
General and administrative expen 38,89! 14,15 9,00¢
Business management fe 1,474 12,74 10,81:
Acquisition transaction cos 1,192 2,27¢ 751
Provision for asset impairmer 5,37¢ 49,14* —
Total expense $832,21!  $640,15¢ $442,41(
Operating incom: $9445. $ 11,71 $ 24,47(
Gain (loss) on sale of investment proper 693 — (589)
Other income (loss (1,389 (1,119 79¢
Interest expens (57,427 (52,799 (45,06))
Equity in earnings (loss) and gain (loss) and (iimpant) of investment in unconsolidated entit
net 4,21¢ (39 (3,719
Income (loss) before income tay $ 40,54« $(42,22Y) $(24,10)
Income tax expens (5,86%) (3,619 (3,695
Net income (loss) from continuing operatic $ 34,67¢ $(45,84) $(27,79¢)
Net income (loss) from discontinued operati 75,12( (5,626 (12,667
Net income (loss $109,79¢ $(51,46Y $(40,45)
Less: Net income attributable to noncontrollingenasts — — (5,689
Net income (loss) attributable to Comp: $109,79¢  $(51,469) $(46,140

See accompanying notes to the combined consolidiégeatical financial statements.
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Balance at January 1, 20
Net income (loss

XENIA HOTELS & RESORTS, INC.

Combined Consolidated Statements of Changes in Edui
For the years ended December 31, 2014, 2013 and 201
(Dollar amounts in thousands)

Distributions to Inland America
Contribution from Inland America
Distributions to noncontrolling intere
Disposal of noncontrolling intere

Balance at December 31, 2C

Balance at January 1, 20

Net loss

Distributions to Inland America
Contribution from Inland America
Contribution from noncontrolling interests, t

Balance at December 31, 2C

Balance at January 1, 20

Net income

Distributions to Inland America
Contribution from Inland America
Contributions from noncontrolling interests, |

Balance at December 31, 2C

Non-
Capital Accumulated controlling
Contributions
(Distributions) Deficit Interests Total
$ 1,524,30: $ (276,34 $ (286 $1,247,67
— (46,14¢) 5,68¢ (40,457
(1,231,34) = = (1,231,34)
1,247,51! — — 1,247,51!
— — (3,80¢6) (3,806)
$ — $ — $ (1,599 $  (1,59)
$ 1,540,46' $ (322,49) $ — $1,217,97
Non-
Capital Accumulated controlling
Contributions
(Distributions) Deficit Interests Total
1,540,46! (322,49) — 1,217,97
— (51,469 — (51,469
(1,621,11) — = (1,621,11)
2,271,241 — — 2,271,241
— — 1,617 1,611
$ 2,190,60. $ (373,96() $ 1,617 $1,818,25!
Non-
Capital Accumulated controlling
Contributions
(Distributions) Deficit Interests Total
2,190,60: (373,96() 1,611 1,818,25!
— 109,79¢ — 109,79¢
(4,181,38) o = (4,181,38)
3,772,20. — — 3,772,20.
— — 2,044 2,044
$ 1,781,42 $ (264,16) $ 3,65¢ $1,520,92.

See accompanying notes to the combined consolitiédeatical financial statements.
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Combined Consolidated Statements of Cash Flows
For the years ended December 31, 2014, 2013 and 201
(Dollar amounts in thousands)

Cash flows from operating activitie
Net income (loss

Adjustments to reconcile net income (loss) to meshcprovided by operating activitie

Depreciation and amortizatic

Amortization of debt premiums, discounts, and firiag costs
Loss (gain) on extinguishment of d¢

Gain on sale of property, n

Provision for asset impairme

Equity in (earnings) loss and (gain) loss and impant of investment in unconsolidated entities;

Distributions from unconsolidated entiti
Other nor-cash adjustmen
Changes in assets and liabiliti
Accounts and rents receivable,
Other asset
Accounts payable and accrued expel
Other liabilities
Prepayment penalties and defease
Net cash flows provided by operating activit
Cash flows from investing activitie
Purchase of investment propert
Acquired goodwill, intangible assets, and intangilidbilities
Capital expenditures and tenant improvem:
Investment in development proje:
Proceeds from sale of investment propel
Acquisition of venture partn’s interes
Proceeds from the sale of and return of capitahfrmconsolidated entitie
Distributions from unconsolidated entiti
Contributions to unconsolidated entit
Payments from notes receival
Payoff of notes receivab
Restricted cash and escro
Other liabilities (assett
Net cash flows provided by (used in) investing\atiés
Cash flows from financing activitie
Distribution to Inland America
Contribution from Inland America
Proceeds from mortgage debt and notes pay
Payoffs of mortgage de
Principal payments of mortgage dt
Payment of loan fees and depo
Distributions paid to noncontrolling intere:
Contributions from noncontrolling interes
Payments for contingent considerat
Disposal of noncontrolling interes
Net cash flows provided by (used in) financing atés
Net increase in cash and cash equival
Cash and cash equivalents, at beginning of

Cash and cash equivalents, at end of

December 31
2014

$ 109,79¢

1,00¢
11,20¢

6,09t

4,89¢
(65,419

$ 18160

(178,779)
(12,410
(47,267
(27,03

1,085,45
(2,949

(@0

(3,015)
13,53¢

(4,168,69)
3,779,38
122,94(
(648,87)
(12,067
(2,089
2,04«
(7,899

$ (93523
73,88
89,16¢

$  163,05:

December 31

December 31

2013 2012

$ (51,469 $  (40,45)
154,86 155,77
4,36( 4,27¢

2C (4,175
(1,56 (6,367)
49,148 6,22¢
33 3,71¢

451 66€

(49) —
(6,83) (6,769
2,17¢ 7,29¢
27,48: 8,00¢
1,96¢ 4,80¢

$ 180,58 $ 132,99
(942,94Y) (270,579
(12,539 (27,639
(49,78) (65,182
(11,949 —
11,43t 86,41
2,36¢ 6,40¢

122 1,08¢

— (14€)

— 26
1,60( —
(16,544 (674)
(7,329 (749)

$ (1,025 55) $ (271,03
(1,621,11) (1,231,34)
2,359,88' 1,247,51!
352,24 307,55°
(197,24) (145,19)
(12,48) (7,979
(3,779 (6,130

— (3,806
1,611 —
(10,00() —
— (1,597

$ 869,13 $ 159,02
24,16¢ 20,99(
65,00: 44,01

$ 89,16 $ 65,00¢

See accompanying notes to the combined consolitiédeatical financial statements.
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Combined Consolidated Statements of Cash Flows

Supplemental Cash Flow

For the years ended December 31, 2013, 2012 and 201

(Dollar amounts in thousands)

Supplemental disclosure of cash flow informati

In conjunction with the acquisitions, the Compaegarded the following
Purchase pric

Other asset

Real estate taxe

Other liabilities

Assumption of mortgage de

Escrows

Acquisition of investment propertis

Cash paid for interest, net of interest capitali

Cash paid for taxe

Supplemental schedule of r-cash investing and financing activitit
Accrued capital expenditur:
Property surrendered in exchange for extinguishrobdebt
Allocation from Inland American unsecured creditility
Mortgage assumed by buyer upon disposal of proj
Investment property recorded at consolidation woiftjeenture
Assumption of mortgage debt at consolidation afj@enture
Liabilities assumed at consolidation of joint vemst

108

December 31

December 31

December 31

2014 2013 2012
$ 190,40( $ 963,25 $ 515,10(
50C 3,19: 3,33:
38€ (3,487) (38¢)

(100) (1,459 —
— (15,082 (232,01)
— 9,06: 12,17¢
$ 191,18 $ 955,47 $ 298,20!
$ 79,00 $ 80,46: $ 78,45¢
1,52¢ 4,67: 1,53¢
6,13¢ 2,421 7,281
— — 4,17¢
7,371 88,64 —
— 7,68¢ 44,15¢
21,83 — —
11,96° — —
44€ — —
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XENIA HOTELS & RESORTS, INC.

Notes to Combined Consolidated Financial Statements
(Dollar amounts in thousands)

December 31, 2014, 2013 and 2012

1. Organization

Inland American Real Estate Trust, Inc. (“Inland émoan”) was formed on October 4, 2004 to acquiet manage a diversified portfolio of
commercial real estate, primarily consisting o&iletodging, office, industrial, and multi-famif§poth conventional and student housing)
properties, located in the United States. Xeniseldat Resorts, Inc. (the “Company” or “Xenia”) isxdnolly-owned subsidiary of Inland
American that invests primarily in premium full e, lifestyle and select service hotels.

On February 3, 2015, Xenia Hotels & Resorts, ladvaryland corporation (“Xenia” or the “Companyljas spun-off from Inland American
Real Estate Trust, Inc. (“Inland American”), itsrfeer parent, through a taxable pro-rata distributig Inland American of 95% of the
outstanding common stock, $0.01 par value per dtizee‘Common Stock”), of Xenia to holders of red@f Inland American’s common stock
as of the close of business on January 20, 20&5'Racord Date”). Each holder of record of Inlanghétican’s common stock received one
share of Common Stock for every eight shares afishlAmerican’s common stock held at the close sirtass on the Record Date (the
“Distribution”). In lieu of fractional shares, stidwlders of Inland American received cash. On Fatyrd, 2015, Xenia's Common Stock began
trading on the New York Stock Exchange (“NYSE”) enthe ticker symbol “XHR.” As a result of the Dibution, the Company became a
stand-alone, publicly-traded company.

The accompanying combined consolidated financééstents include the accounts of the Company, hssvall wholly owned subsidiaries,
consolidated joint venture investments, and taxeddéestate investment trust subsidiaries (“TR®Molly owned subsidiaries generally consist
of limited liability companies (“LLCs") and limitegartnerships (“LPs”). The effects of all signifitantercompany transactions have been
eliminated.

Each property is owned by a separate legal entiiglwmaintains its own books and financial recand each entity’s assets are not available to
satisfy the liabilities of other affiliated entiicexcept as otherwise disclosed in Debt Note 8.

As of December 31, 2014, the Company owned 46 fagdgroperties with 12,636 rooms. As of December2B13, the Company owned 99
lodging properties with 19,337 rooms. As of Decen8ie 2012, the Company owned 88 lodging properti#is 16,345 rooms. As of
December 31, 2013, the Company classified 51 hutighs6,865 rooms as held for sale which are inetuth the property and room counts for
December 31, 2013 and 2012.

2. Summary of Significant Accounting Policies

The accompanying combined consolidated financédéstents have been prepared in accordance withgen®rally accepted accounting
principles (“GAAP”) and require management to makémates and assumptions that affect the repartedints of assets and liabilities and
disclosure of contingent assets and liabilitiethatdate of the combined consolidated financidéstants and the reported amounts of revenues
and expenses during the reporting periods. Acegllts could differ from those estimates.

Basis of Presentation

The accompanying historical combined consolidaiealicial statements of the Company have been “dayu€’ of Inland American’s
consolidated financial statements and reflect fiwarit assumptions and allocations. The combinedalidated financial statements reflect the
operations of the Company and include allocatidns o

109



Table of Contents

XENIA HOTELS & RESORTS, INC.

Notes to Combined Consolidated Financial Statements
(Dollar amounts in thousands)

December 31, 2014, 2013 and 2012

costs from certain corporate and shared functioogigied to the Company by Inland American, as \&sltosts associated with participation by
certain of the Company’s executives in Inland Arcenis benefit plans. Corporate costs directly aéased with the Company'’s principal
executive offices, personnel and other administeatosts are reflected as general and adminiggratipense on the combined consolidated
financial statements. Additionally, Inland Americalfocated to the Company a portion of corporateriogad costs incurred by Inland American
based upon the Company’s percentage share of énagerinvested assets of Inland American and whictflected in general and
administrative expense. As Inland American is mamgagarious asset portfolios, the extent of serwiaad benefits a portfolio receives is based
on the size of its assets. Therefore, using averagsted assets to allocate costs is a reasoredldetion of the services and other benefits
received by the Company and complies with applealscounting guidance. However, actual costs meg tifered from allocated costs if the
Company had operated as a standalone entity dswiciy period and those differences may have beegrialat

Revenue Recognition

Revenue consists of amounts derived from hotelatjpers, including the sales of rooms, food and keye and other ancillary amenities.
Revenue is recognized when rooms are occupiedamitss have been rendered. Cash received prgudst arrival is recorded as an advance
from the guest and recognized as revenue at tleedfraccupancy. Sales, use, occupancy, and sitaias are collected and presented on a net
basis (excluded from revenues) in the accompargengpined consolidated statements of operationstefaill operations, revenue is recognized
on a straight-line basis over the lives of theilé&¢ases. These revenue sources are affectedrgjtioms impacting the travel and hospitality
industry as well as competition from other hoteld Ausinesses in similar markets.

Consolidation

The Company evaluates its investments in limitaldility companies and partnerships to determinethdresuch entities may be a variable
interest entity (“VIE”"). If the entity is a VIE, thdetermination of whether the Company is the piyrbaneficiary must be made. The primary
beneficiary determination is based on a qualitadisgessment as to whether the entity has (i) pmagirect significant activities of the VIE and
(i) an obligation to absorb losses or the rightdoeive benefits that could be potentially siguifit to the VIE. The Company will consolidate a
VIE if it is deemed to be the primary beneficiaag,defined in Financial Accounting Standards Bg&f4SB”) Accounting Standards
Codification (“ASC”) 810, Consolidation. The equityethod of accounting is applied to entities inakhihe Company is not the primary
beneficiary as defined in FASB ASC 810, or thetgnsi not a VIE and the Company does not have &fiecontrol, but can exercise influence
over the entity with respect to its operations argjor decisions.

Reclassifications and Revisions

Certain reclassifications have been made to théowd consolidated statements of operations foy#laes ended December 31, 2014, 2013 anc
2012 to disaggregate real estate taxes, persanaey taxes, and insurance and acquisition traiosecosts. Additionally, the combined
consolidated statement of cash flows for the yaded December 31, 2012 was revised to adjust easlived from an asset disposal out of
operating activities and into investing activitig#fie impact of the revision was not material to@wenpany’s combined consolidated financial
statements for the year ended December 31, 2012.
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December 31, 2014, 2013 and 2012

Certain reclassifications have been made to th8 2adl 2012 combined consolidated financial statésnerconform to the 2014 presentations.
These reclassifications primarily represent rediassions of revenue and expenses to discontirygetations on the combined consolidated
statements of operations for the years ended Desme8ih 2014, 2013 and 2012, and reclassificatibasgets and liabilities to held for sale on
the combined consolidated balance sheets as ohiere31, 2013.

Capitalization and Depreciation

Real estate is reflected at cost less accumulaprkdiation. Ordinary repairs and maintenance xperesed as incurred.

Depreciation expense is computed using the stréiightnethod. Building and other improvements agprdciated based upon estimated useful
lives of 30 years for building and improvements &ntb years for furniture, fixtures and equipmeamd gite improvements.

Loan fees are amortized on a straight-line badisclwapproximates the effective interest methoey dle life of the related loan as a component
of interest expense.

Direct and indirect costs that are clearly reldatethe construction and improvements of investnpeoperties are capitalized. Costs incurred for

property taxes and insurance are capitalized dyméngpds in which activities necessary to get ttaperty ready for its intended use are in
progress. Interest costs are also capitalized glgtich periods.

Investment Properties Held for Sale

In determining whether to classify an investmewiparty as held for sale, the Company considerstveneti) management has committed to a
plan to sell the investment property; (ii) the istraent property is available for immediate saldétspresent condition; (iii) the Company has
initiated a program to locate a buyer; (iv) the @amy believes that the sale of the investment ptpjprobable; (v) the Company has recel

a significant non-refundable deposit for the pusehaf the property; (vi) the Company is activelyrkesing the investment property for sale at a
price that is reasonable in relation to its failueaand (vii) actions required for the Compangdeonplete the plan indicate that it is unlikely that
any significant changes will be made to the plan.

If all of the above criteria are met, the Compalagsifies the investment property as held for Satethe day that these criteria are met, the
Company suspends depreciation on the investmepepres held for sale, including depreciation fdditions, as well as on the amortization of
acquired in-place leases. The investment propeaatiediabilities associated with those investmenpprties that are held for sale are classified
separately on the combined consolidated balanatsfa the most recent reporting period and ressbat the lesser of the carrying value or fair
value less costs to sell. Additionally, if the satastitutes a strategic shift with a major eff@ctoperations, the operations are classified on the
combined consolidated statements of operationgsaerttinued operations for all periods presented.

Disposition of Real Estate

The Company accounts for dispositions in accordavitteFASB ASC 3620, Real Estate Sales. The Company recognizesrgailt when rea
estate is sold, provided (a) the profit is deteahbls, that is, the collectability of
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December 31, 2014, 2013 and 2012

the sales price is reasonably assured or the antfmamill not be collectible can be estimated, éndthe earnings process is virtually complete,
that is, the seller is not obliged to perform sfigaint activities after the sale to earn the prditor to 2014, the Company recorded all
dispositions as discontinued operations for thdiegdge periods presented. Upon the adoption ofolating Standards Update (“ASU”) 2014-
08, Reporting Discontinued Operations and DisclosureBigposals of Components of an Entithie Company records a disposition as
discontinued operations only if it represents atetyic shift and has (or will have) a major effectthe Company results and operations. Duri
2014, the Company recorded the sale of the Subi8bhkett Service Portfolio as discontinued operati@ther dispositions in 2014 are still
classified as continuing operations.

Impairment

The Company assesses the carrying values of theatdge long-lived assets, whenever events or admigcircumstances indicate that the
carrying amounts of these assets may not be fedgwverable, such as a reduction in the expecteatingoperiod of the asset or a change in
demand for lodging at the Company’s hotels. I§ itletermined that the carrying value is not recavlerbecause the undiscounted cash flows do
not exceed carrying value, the Company recordsngairment loss to the extent that the carrying @&xceeds fair value. The valuation and
possible subsequent impairment of investment pti@gses a significant estimate that can and doasgh based on the Company’s continuous
process of analyzing each property and reviewisgragtions about uncertain inherent factors, as agthe economic condition of the property
at a particular point in time.

The use of projected future cash flows and relhtdding period is based on assumptions that arsistemt with the estimates of future
expectations and the strategic plan the Comparg/tosmanage its underlying business. However, gsons and estimates about future cash
flows and capitalization rates are complex andesttbje. Changes in economic and operating conditiord the Company’s ultimate investment
intent that occur subsequent to the impairmentyaealcould impact these assumptions and resulttinef impairment charges of the real estate
properties.

On a periodic basis, management assesses whegheratle any indicators that the carrying valudef@ompany’s investments in
unconsolidated entities may be other than temggrianpaired. To the extent impairment has occurtkd,loss is measured as the excess of the
carrying value of the investment over the fair eatd the investment. The fair value of the undedyinvestment includes a review of expected
cash flows to be received from the investee.

Acquisition of Real Estate

The Company allocates the purchase price of eaghirad business (as defined in the accounting gaielaelated to business combinations,
FASB ASC 805—Business Combinations) between tangible and inktdagissets at full fair value at the date of taegaction. Such tangible &
intangible assets include land, building and improents, acquired above market and below market¢deasplace lease value, customer
relationships, and any assumed financing thatteroiéned to be above or below market terms. Anyitethl amounts are allocated to goodwill
as required, based on the remaining purchase ipreeecess of the fair value of the tangible andngible assets acquired and liabilities assu
The allocation of the purchase price is an areardtpuires judgment and significant estimates.

The Company engages a third party to assist ialtheation of the purchase price to land, buildiagg other assets as stated above. The
Company determines whether any financing assumalooige or below market based
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upon comparison to similar financing terms for $éminvestment properties. The Company allocatesrtion of the purchase price to the
estimated acquired in-place lease costs basediomag=d lease execution costs for similar leasegedisas lost rent payments during assumed
lease up period when calculating as if vacantfalues. The Company also evaluates each acquied leased upon current market rates at the
acquisition date and considers various factorsiting geographical location, size and locatioreaked space within the investment property,
tenant profile, and the credit risk of the tenandétermining whether the acquired lease is abobelow market lease costs. After an acquired
lease is determined to be above or below marketCtimpany allocates a portion of the purchase poiseich above or below acquired lease
costs based upon the present value of the differbatween the contractual lease rate and the éstimearket rate. For below market leases
fixed rate renewals, renewal periods are includettié calculation of below market in-place leadees The determination of the discount rate
used in the present value calculation is based tipofrisk free rate” and current interest ratdsisTdiscount rate is a significant factor in
determining the market valuation which requiregjueént of subjective factors such as market knovdedgonomics, demographics, location,
visibility, age and physical condition of the profye

The Company expenses acquisition costs of all &ctimss as incurred. This includes all costs rdl&efinding, analyzing and negotiating a
transaction, whether or not the acquisition is cletegl.

Cash and Cash Equivalents

The Company considers all demand deposits, moneetaccounts and investments in certificates pbdé and repurchase agreements
purchased with a maturity of three months or las#he date of purchase, to be cash equivalenessCBmpany maintains its cash and cash
equivalents at financial institutions. The combir@dount balances at one or more institutions gexédly exceed the Federal Depository
Insurance Corporation (“FDIC”) insurance coveragd,as a result, there is a concentration of creskitrelated to amounts on deposit in excess
of FDIC insurance coverage. The Company believassttie risk is not significant, as the Company dugsanticipate the financial institutions’
non-performance.

Restricted Cash and Escrows

Restricted cash and escrows primarily consist si ¢eeld in escrow comprised of lenders’ restriescrows of $5,759 and $13,595, post
acquisition escrows of $4,437 and $0, and lodgimgifure, fixtures and equipment reserves of $1® 28 $71,458 as of December 31, 2014
and 2013, respectively. As of December 31, 2014281, the restricted cash balance was $820 af@%2espectively.

Goodwill

The excess of the cost of an acquired entity dwengt of the amounts assigned to assets acquigdding identified intangible assets) and
liabilities assumed is recorded as goodwill. Godideiirecognized and allocated to specific progasttiThe Company tests goodwill for
impairment annually or more frequently if eventcbanges in circumstances indicate impairment.

In accordance with FASB ASC 350, Intangibles—Godidavid Other, the Company tests goodwill for impsnt by making a qualitative
assessment of whether it is more likely than nat the specific property’s fair value is less tlitarcarrying amount before application of the
two-step goodwill impairment test. The twtep goodwill test is not performed for those asgétere it is concluded that it is not more likedgr
not that the fair value of a specific propertydsd than its carrying amount. For those specifipgrties where this is not the case, the two step
procedure detailed below is followed in order ttedmine goodwill impairment.
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In the first step, the Company compares the estidniatir value of each property with goodwill to therrying value of the property’s assets,
including goodwill. The fair value is based on estted future cash flow projections that utilizecdisnt and capitalization rates, which are
generally unobservable in the market place (Levap8ts), but approximate the inputs the Comparigbes would be utilized by market
participants in assessing fair value. The estimatésture cash flows are based on a number obfactncluding the historical operating results,
known trends, and market/economic conditions.dfg¢hrrying amount of the property’s assets, incgdjoodwill, exceeds its estimated fair
value, the second step of the goodwill impairmest is performed to measure the amount of impaittoes, if any. In this second step, if the
implied fair value of goodwill is less than the d@ng amount of goodwill, an impairment chargedsarded in an amount equal to that excess.
The Company tested goodwill for impairment as of@®eber 31, 2014, 2013 and 2012 and recorded ndrimgat to goodwill as of

December 31, 2014, 2013 and 2012.

Income Taxes

The Company intends to elect to be taxed as, aahatgpin a manner that will allow the Company talify as, a real estate investment trust
(“REIT") under the Internal Revenue Code of 1985amended, for federal income tax purposes. |Cmmpany qualifies for taxation as a
REIT, the Company generally will not be subjectederal income tax on taxable income that is disted to stockholders. A REIT is subject to
a number of organizational and operational requams) including a requirement that it currentlytritisites at least 90% of its REIT taxable
income (subject to certain adjustments) to itsldtolders (the “90% Distribution Requirementifithe Company fails to qualify as a REIT in ¢
taxable year, without the benefit of certain repiedvisions, the Company will be subject to fedarad state income tax on its taxable income at
regular corporate tax rates. Even if the Comparafifies for taxation as a REIT, the Company maybkject to certain state and local taxes on
its income, property or net worth and federal ine@nd excise taxes on its undistributed income.

The Company has elected to treat one of its catest@ld subsidiaries, and may in the future eletett newly formed subsidiaries, as a taxable
REIT subsidiary pursuant to the Internal RevenudeCd axable REIT subsidiaries may participate in-real estate related activities and/or
perform non-customary services for tenants andalogect to federal and state income tax at reguagrorate tax rates. The Company’s hotels
are leased to certain of the Company’s taxable RiEl¥sidiaries. Lease revenue from these taxablé Biisidiaries and its wholly-owned
subsidiaries is eliminated in consolidation forafitial statement.

The Company accounts for income taxes using thet ass liability method under which deferred tageds and liabilities are recognized for the
estimated future tax consequences attributed terdiices between the financial statement carryimguats of existing assets and liabilities and
their respective tax basis. Deferred tax assetdialitities are measured using enacted tax ratedfect for the year in which those temporary
differences are expected to be recovered or settled

Deferred tax assets are recognized only to thenettiat it is more likely than not that they wikt lbealized based on consideration of available
evidence, including future reversal of existingatabe temporary differences, future projected taxaidome, and tax-planning strategies. In
assessing the realizability of deferred tax assetmagement considers whether it is more likely that that some portion or all of the deferred
tax assets will not be realized. The ultimate z2dion of deferred tax assets is dependent upogetheration of future taxable income during the
periods in which those temporary differences becdewuctible. The Comparg/analysis in determing the deferred tax assettialu allowanct
involves management judgment and assumptions.
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Income tax expense in the combined consolidatenhfiial statements was calculated on a “carve-cagistfrom Inland American.

Involuntary Conversion

On August 24, 2014, Napa, California experiencéamagnitude earthquake that impacted two lodgmogerties. The Company recorded
involuntary losses of $8,961 which represents theklvalue of the properties and equipment writtérias the property damage. As it is
probable that the Company will receive insurance@eds to compensate for the property damage€aimpany also recorded an offsetting
insurance recovery receivable of $8,961, of whiBl®61 is a remaining receivable at December 314 28@y amount expected to be received
above the recorded involuntary loss will be treateé gain and will not be recorded until contirgies are resolved. The involuntary loss and
insurance recovery income were recorded in ottemire on the combined consolidated statements oatpes.

The Company will not record an insurance recovecgivable for business interruption losses ungéilrttovery is estimable and it is probable
that the Company will be compensated to the exttastimated business interruption losses. Anygeds in excess of estimated business
interruption losses will be recorded upon receipt.

Discontinued Operations

In April 2014, the FASB issued ASU 2014-®porting Discontinued Operations and DisclosureBigposals of Components of an

Entity , which includes amendments that change the regeints for reporting discontinued operations andirecadditional disclosures about
discontinued operations. Under the new guidandg,disposals representing a strategic shift that(bawill have) a major effect on the entity’s
results and operations would qualify as discontihoigerations. In addition, ASU 2014-08 expandgdikelosure requirements for disposals that
meet the definition of a discontinued operation egglires entities to disclose information abospdsals of individually significant compone
that do not meet the definition of discontinuedragtiens. ASU 2014-08 is effective for interim anthaal reporting periods in fiscal years that
begin after December 15, 2014. The Company hateel¢a early adopt ASU 2014-08. Effective Januar(il4 asset disposals will be included
as a component of income from continuing operatiorisss the disposal represents a strategic stufhas (or will have) a major effect on the
entity’s results and operations.

On September 17, 2014, the Company classified [B2tsgervice hotels (the “Suburban Select Servafélio”) consisting of 6,976 rooms as
held for sale on the combined consolidated balaheet as of December 31, 2013. The sale of thestsagpresents a strategic shift and will
have a major impact on the financial statements. g@drtfolio was sold on November 17, 2014. The afpens of these 52 select service hotels
are reflected as discontinued operations on thébgwd consolidated statements of operations foy¢aes ended December 31, 2014, 2013 and
2012.

Recently Issued Accounting Pronouncements

In May 2014, the FASB issued ASU 2014-8®&venue from Contracts with Customengich requires an entity to recognize the amadint
revenue to which it expects to be entitled fortthasfer of promised goods or services to custonidrs ASU will replace most existing revenue
recognition guidance in GAAP when it becomes eifectThe new guidance establishes a new cobtekd revenue recognition model, char
the
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basis for deciding when revenue is recognized tiwer or at a point in time and will expand disclesiabout revenue. The new standard is
effective for annual reporting periods beginninggabecember 15, 2016, and interim periods withose years. Early adoption is not permitted.
The standard permits the use of either the retotisgeor cumulative effect transition method. Then@any is evaluating the effect that ASU
No. 201+09 will have on its combined consolidated finahstatements and related disclosures. The Compasiyndt yet selected a transition
method nor has it determined the effect of thedsteshon its ongoing financial reporting.

In February 2015, the FASB issued ASU 2015@@nsolidation (Topic 810): Amendments to the Cadatibn Analysis which amends the
consolidation requirements in ASC 810, Consolidatithis ASU affects reporting entities that areuiegf to evaluate whether they should
consolidate certain legal entities. All legal @atitare subject to reevaluation under the reviseddaidation model. Specifically, the
amendments: (i) modify the evaluation of whethemitied partnerships and similar legal entities aeable interest entities (“VIES”) or voting
interest entities, (ii) eliminate the presumptibatta general partner should consolidate a linptathership, (iii) affect the consolidated analysis
of reporting entities that are involved with VIEsrticularly those that have fee arrangements elated party relationships and (iv) provide a
scope exception for certain entities. The stan@aedfective for annual reporting periods beginnafiger December 15, 2015 and interim periods
within those years. Early adoption is allowed. Stendard may be applied retrospectively or thraugbmulative effect adjustment to retained
earnings as of the beginning of the fiscal yeaadwption. The Company is evaluating the impactnyf, the adoption of this accounting stan
will have on the Company’s financial position aegults of operations.

Share Based Compensation

During 2014, the Company maintained the Xenia HofeResorts, Inc. 2014 Share Unit Plan (the “Lodditan”). Each Share Unit Plan
provides for the grant of “share unit” awards tigible participants. The value of a “share unitis determined based on a phantom capitaliz
of the Company’s lodging business and does notssacity correspond to the value of a share of comstock of Xenia. Vesting of the share
units granted in 2014 is conditioned upon the aewe of a triggering event, such as a listing cnange in control of the applicable business,
and if no triggering event occurs within five yefslowing the applicable grant date, then the sharits are forfeited. The Company does not
recognize share based compensation expense untitturrence of a triggering event.

As of December 31, 2014, awards covering 817,64@eshinits were outstanding under the Lodging FAara triggering event did not occur in
2014, the Company did not recognize share basegauwsation expense for the year ended Decembef34, 2

Segment Information

Management evaluates the Company’s hotels as & $imtystry segment because all of the hotels kamgar economic characteristics and
provide similar services to similar types of cusérm
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3. Acquired Properties

During 2014 the Company acquired one lodging prypeatd one retail property for a purchase pric81#0,400. The Company records
identifiable assets, liabilities, and goodwill aged in a business combination at fair value. Fopprties acquired during the year ended
December 31, 2014, the Company recorded reven$85236 and net income of $7,440, not includingtesl expensed acquisition costs.
During the year ended December 31, 2014, the Coynipaarred $1,192 in acquisition costs. The followis a summary of acquisitions for the
year ended December 31, 20

Purchase Rooms / Square Fee
Property Date Price (unaudited)
Aston Waikiki Beach Hote 2/28/201- $183,00( 645 Room
Key West Bottling Cour 11/25/201. 7,40( 13,332 Square fe
Total $190,40(

On February 21, 2014, the Company purchased thetingrs’ interest in one joint venture, which résdilin the Company obtaining control of
the venture. Therefore, during the year ended Dbeeil, 2014, the Company consolidated this enggorded the assets and liabilities of the
joint venture at fair value, and recorded a gaifi4609 on the purchase of this investment. This igashown within equity in earnings (lo¢

and gain (loss) and (impairment) of investmentrinansolidated entities, net on the combined codatdd statement of operations and is the
result of stepping up the original investment tio ¥alue in connection with gaining control of tjzént venture.

The following table summarizes the estimated falug of the assets acquired and liabilities assuim#de Company’s 2014 acquisitions of
Aston Waikiki Beach Hotel and Key West Bottling Cbu

2014 Acquisitions

Land $ 4,20(
Building 146,69!
Furniture, fixtures, and equipme 27,08
Total fixed asset $ 177,98.
Below market ground lea: 9,51¢
Net other assets and liabiliti 2,90z
Total $ 190,40(

The acquired properties are included in the Comiganegults of operations based on the date of aitgpn. The following unaudited pro-forma
results of operations reflect these transactioriseesh had occurred on January 1, 2013. The gmod information is not necessarily indicative
of the results that actually would have occurreddags it indicate future operating results.

For the year ended December 3:

2014 2013
(unaudited) (unaudited)
Revenue! $ 934,00t $ 692,64¢
Net income (loss) attributable to Comps $ 111,39 $ (41,53
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During 2013, the Company acquired 14 lodging prigefor a purchase price of $963,250. The Compaogrds identifiable assets, liabilities,
and goodwill acquired in a business combinatidiaiatvalue. For properties acquired during the yerated December 31, 2013, the Company
recorded revenue of $96,480 and net income of 89/7& including related expensed acquisition cos2)13. During the year ended
December 31, 2013, the Company incurred $2,278duisition costs. The following is a summary of @isgions for the year ended
December 31, 2013:

Purchase Rooms
Property Date Price (unaudited)
Bohemian Hotel Celebration, an Autograph Collectimtel 2/7/201 $ 17,50( 11F
Andaz San Dieg 3/4/201: 53,00( 15¢
Residence Inn Denver City Cen 4/17/201: 80,00( 22¢
Westin Galleria Housto 8/22/201. 120,00( 487
Westin Oaks Houston at the Galle 8/22/201. 100,00( 40¢€
Andaz Savanna 9/10/201. 43,00( 151
Andaz Naps 9/20/201. 72,00( 141
Hyatt Regency Santa Cla 9/20/201. 93,00( 501
Loews New Orleans Hot 10/11/201. 74,50( 28t
Lorien Hotel & Spe 10/24/201. 45,25( 107
Hotel Monaco Chicag 11/1/201: 56,00( 191
Hotel Monaco Denve 11/1/201: 75,00( 18¢
Hotel Monaco Salt Lake Cit 11/1/201: 58,00( 22t
Hyatt Key West Resort & Sy 11/15/201. 76,00( 11¢€

$963,25( 3,30:

The following tables summarize the estimated falug of the assets acquired and liabilities asstimdte Company’s 2013 acquisitions:

2013 Acquisitions

Land $ 109,85¢
Building 735,13
Furniture, fixtures, and equipme 113,52
Total fixed asset $ 958,51.
Goodwill 10,96(
Net other assets and liabiliti (6,227)
Total $ 963,25(

The acquired properties are included in the Comiganegults of operations based on their date ofiiadtpn.

During 2012, the Company acquired seven lodgingentées for a purchase price of $515,100. The Compacords identifiable assets,
liabilities, and goodwill acquired in a businessnénation at fair value. For properties acquiredriythe year ended December 31, 2012, the
Company recorded revenue of $113,351 and
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net income of $3,363, not including related expdresjuisition costs in 2012. During the year endedember 31, 2012, the Company incurred
$751 in acquisition costs. The following is a surmyraf acquisitions for the year ended Decembei2812:

Rooms

Property Date Purchase Pric¢ (unaudited)
Marriott San Francisco Airport Waterfront 3/23/201. $ 108,00( 68E
Hilton St. Louis Downtown at the Arc 3/23/201.: 22,60( 19&
Renaissance Arboretum Austin Ho 3/23/201.: 103,00( 492
Renaissance Atlanta Waverly Hotel & Convention €e 3/23/201. 97,00( 521
Marriott Griffin Gate Resort & Sp 3/23/201.: 62,50( 40¢
Bohemian Hotel Savannah Riverfront, an Autographe€tion Hotel 8/9/201: 45,00( 75
Grand Bohemian Hotel Orlando, an Autograph Coltettiotel 12/27/201.: 77,000 247

$ 515,10( 2,62¢

The following table summarizes the estimated falug of the assets acquired and liabilities asstimdte Company’s 2012 acquisitions:

2012 Acquisitions

Land $ 73,89(
Building 384,82¢
Furniture, fixtures, and equipme 39,57
Total fixed asset $ 498,29:.
Goodwill 23,43t
Net other assets and liabiliti (6,627)
Total $ 515,10(

The acquired properties are included in the Comgaregults of operations based on their date ofigdgpn.

4. Dispositions

During the year ended December 31, 2014, Inlandrivase sold 55 lodging properties with 7,457 roonnsaudited) for a gross disposition price
of $1,101,450 and received net proceeds of $1,685)4 relation to the properties sold in 2014, @mpany prepaid $95,306 of mortgage debt
secured by 9 properties through defeasance. The&uwyrincurred $8,042 in costs to defease thess.|ddrese properties were sold prior to
December 31, 2014.

Property Date Gross Disposition Prict Rooms (unaudited
Crowne Plaza Charlestéh 05/201:« $ 13,25( 16€
Doubletree Suites Atlanta Galle(®) 08/201: 12,60( 154
Suburban Select Service Portfolio—52

properties@ 11/201« 1,071,001 6,97¢
Holiday Inr—Secaucu(l) 12/201: 4,60( 161
Total $ 1,101,45! 7,457

@ included in net income (loss) from continuing opierss in the combined consolidated statement ofatjmms.
@  included in net income (loss) from discontinuedragiens in the combined consolidated statemenpefations
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The Company sold three lodging properties for @&guisposition price of $19,800 during the yeareendecember 31, 2013 and received net
proceeds of $11,435.

Property Date Gross Disposition Prict Rooms (unaudited
Baymont In—Jacksonville 02/201: $ 3,50( 11¢
Homewood Suite—Durham 03/201: 8,30( 96
Fairfield Inr-Ann Arbor 08/201: 8,00( 10¢
Total $ 19,80( 32¢

The Company sold thirteen lodging properties fgrass disposition price of $131,500 during the yerated December 31, 2012 and receive
proceeds of $86,413.

Property Date Gross Disposition Price Rooms (unaudited
Hilton Garden In—Akron 07/201. $ 15,50( 121
Lodging portfoli—12 propertie: 09/201. 116,00( 1,64:
Total $ 131,50( 1,76¢

The Company has presented separately as discomtipggations in all periods the results of operetifor the Suburban Select Service Portf
and held for sale assets in combined consolidastensent of operations. The components of the Cagipaiscontinued operations are
presented below and include the results of operafior the respective periods that the Company dveoeh assets or was involved with the
operations of such ventures during the years eBéegmber 31, 2014, 2013 and 2012.

Year ended Year ended Year ended
December 31, 201 December 31, 201 December 31, 201
Revenue! $ 224,49( $ 232,52: $ 266,59:
Depreciation and amortization expel 36,04¢ 50,61« 66,33¢
Other expense 146,00t 156,75: 178,28
Provision for asset impairme — — 6,224
Operating income from discontinu
operations 42,43t 25,15¢ 15,74¢
Interest expense and ott (33,049 (32,929 (37,580
Income tax benefit (expens (4,56%) 57€ (2,029
Gain on sale of properties, r 135,69. 1,564 6,98t
Gain (loss) on extinguishment of de (65,397 — 4,23¢
Loss on transfer of asse — — (29
Net income (loss) from discontinu
operations $ 75,12( $ 5,626) $ (12,667

The Company classified 52 select service lodgingerties as held for sale as of September 30, 20i#the operations are reflected as
discontinued operations on the combined consolidstiz#ements of operations for the
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years December 31, 2014, 2013 and 2012. Thesdéx2 service lodging properties represent a stiatggft and will also have a major imps
on the consolidated financial statements. Thegar&@erties were sold on November 17, 2014.

Net cash provided by operating activities from pheperties classified as held for sale for the yeaded December 31, 2014, 2013 and :
was ($18,167), $41,901 and $35,078, respectivady cish provided by (used in) investing activifiesn the properties classified as held for
sale for the years ended December 31, 2014, 201 2@12 was $1,043,343, ($6,022) and ($17,625)ernly.

5. Investment in Partially Owned Entities

Consolidated Entities

During the fourth quarter of 2013, the Company mtténto two joint ventures to each develop a laggiroperty. The Company has ownership
interests of 75% in each joint venture. Theseiestdre considered VIEs as defined in FASB ASCl&dause the entities do not have enough
equity to finance their activities without additadrsubordinated financial support. The Companyrdete=d that it has the power to direct the
activities of VIEs that most significantly impadbiet VIES’ economic performance, as well as the obligaticsbsorb losses of the VIEs that co
potentially be significant to the VIEs or the rightreceive benefits from the VIEs that could ptitdly be significant to the VIEs. As such, the
Company has a controlling financial interest ancbissidered the primary beneficiary of each of ¢hestities. Therefore, these entities are
consolidated by the Company.

For these VIEs where the Company is the primargfieiary, the following are the liabilities of thmnsolidated VIEs, which are not recourse to
the Company, and the assets that can be usedoosiytte those obligations.

December 31, 201

December 31, 201

Net investment propertie $ 39,73¢ $ 12,39(
Other asset 1,31¢ —

Total asset $ 41,05¢ $ 12,39(
Mortgages, notes and margins pay: (21,214 (5,749
Other liabilities (6,465 (350
Total liabilities $ (27,679 $ (6,099
Net asset $ 13,37t $ 6,291

Unconsolidated Entities

The entities listed below are owned by the Compamy other unaffiliated parties in joint venturegt Mhicome, distributions and capital
transactions for these properties are allocatélde@Company and its joint venture partners in atamoce with the respective partnership
agreements. These entities are not consolidatéoeb@ompany and the equity method of accountingésl to account for these investments.
Under the equity method of accounting, the nettggavestment of the Company and the Company’sesbinet income or loss from the
unconsolidated entity are reflected in the combic@usolidated balance sheets and the combined latated statements of operations.

121



Table of Contents

XENIA HOTELS & RESORTS, INC.

Notes to Combined Consolidated Financial Statements
(Dollar amounts in thousands)

December 31, 2014, 2013 and 2012

Investment at Investment at
Entity Description Ownership % December 31, 201 December 31, 201
Unconsolidated entities (. Various real estate investmel Various $ — $ 1,73¢

a. On February 21, 2014 the Company purchased itagrg’ interest in one joint venture, which resulted ia @ompany obtaining control
the venture. Therefore, during the year ended Dbee3il, 2014, the Company consolidated this engtyorded the assets and liabilitie
the joint venture at fair value, and recorded & gdi$4,509 on the purchase of this investmenDé¢ember 31, 2014, the Company no
longer held any investments in unconsolidatediest

For the year ended December 31, 2013, the Compaoyded an impairment of $1,003 on a lodging jeértture and a gain of $487 on
sale of three lodging joint ventures. Gains anddimpents of unconsolidated joint ventures are idetlin equity in earnings (loss), and
gain , (loss) and (impairment) of investment inemsolidated entities, net, on the combined conatditi statement of operatiol

In total, the Company recorded an impairment of$0003 and $2,465 related to one of its unconatdidientities for the years ended
December 31, 2014, 2013 and 2012, respectively.

Combined Financial Information

The following table presents the combined finanicifdrmation for the Company’s investment in unaditated entities.

Balance as o
December 31, 201

Balance Sheet

Assets:
Real estate assets, net of accumulated deprec $ 14,40(
Other asset 1,352
Total asset $ 15,75:
Liabilities and Equity
Mortgage deb $ 12,23(
Other liabilities 22¢
Equity 3,29¢
Total liabilities and equit $ 15,75:
Compan’s share of equit $ 1,72¢
Net excess of cost of investments over net assetof
accumulated depreciation of ¢ 7
Carrying value of investments in unconsolidatedtiest $ 1,73¢
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For the year ende(

For the year ende(

January 1—
Statements of Operations February 20, 201« December 31, 201 December 31, 201
Revenue: $ 93z $ 7,95( $ 16,08:
Expenses
Interest expense and loan ¢
amortization 43 63€ 2,03(
Depreciation and amortizatic 12¢ 1,125 2,74¢
Operating expenses, ground r
and general and administrative
expense: 80z 4,90¢ 10,73:
Termination fee 32t — —
Total expense 1,29¢ 6,66¢ 15,50"
Net income (loss $ (367) $ 1,28 $ 57€
Compan’s share of net income (los
net of excess basis depreciation of
$33 and $34 $ (299 $ 484 $ 147

The unconsolidated entities had total third parbrigage debt of $12,230 at December 31, 2013, rttieey of which matured in 2014. Of the
total outstanding debt, none was recourse to thepaay.

6. Transactions with Related Parties

The following table summarizes the Company’s relgtarty transactions for the years ended Decemhe2(®.4, 2013 and 2012.

For the years ended

December 31 December 31 December 31

2014 2013 2012
General and administrative allocation $ 20,74 $ 11,65¢ $ 7,09¢
Business management fee 1,47¢ 12,74: 10,81
Loan placement fees ( 68 20¢ 71€

(@) General and administrative expense includes allmtabf costs from certain corporate and sharedtimms provided to the Company
Inland American, as well as costs associated véttigipation by certain of the Company’s executivetland American’s benefit plans, .
Inland American allocated to the Company a portiboorporate overhead costs incurred by Inland Acaerwhich is based upon the
Company'’s percentage share of the average invassads of Inland American. As Inland American isiagang various asset portfolios,
the extent of services and benefits a portfoli@nezs is based on the size of its assets. The Qoripieves that using average invested
assets to allocate costs is a reasonable refleatithre services and other benefits received byCibmpany and complies with applicable
accounting guidance. However, actual costs may tefered from allocated costs if the Company hpdrated as a standalone entity
during such period and those differences may haea Imaterial. Amounts are inclusive of allocatitmdiscontinued operation

(b) During the years ended December 31, 2014, 2012@1h8, Inland American paid an annual business nemagt fee to its extern
manager, Inland American Business Manager and Aduisc. (the “Business Manager”) based on theageinvested assets. The
Company was allocated a portion of the businessagement fee based upon its percentage share af¢hage invested assets of Inland
American for the years ended December 31, 20143 268l 2012. On March 12, 2014, Inland Americanrext@to &
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series of agreements and amendments to existiegmagnts with affiliates of The Inland Group, Inarquant to which Inland Americ:
began the process of becoming entirely self-manégstbctively, the “Self-Management Transactionsii) connection with the Self-
Management Transactions, Inland American agredd tivét Business Manager to terminate its manageaggaement with the Business
Manager. The Self-Management Transactions resintadinal business management fee incurred inalg2014. As a result, the
Company has not been allocated a business managtseedter January 201

(c) The Company pays a related party of Inland Amerz2&6 of the principal amount of each loan placgdtie Company. Such costs
capitalized as loan fees and amortized over thgective loan terrr

As of December 31, 2014, the Company owed apprdeimn&12,700 to Inland American for transactionts@ssociated with the spin-off which
is reflected in Other liabilities on the combineazhsolidated balance sheets. The liability was paitturrent with the Company’s separation.
There were no liabilities due to Inland Americarod®ecember 31, 2013.

7. Intangible Assets and Goodwill

The following table summarizes the Companigentified intangible assets, intangible lia#stand goodwill as of December 31, 2014 and Z

Intangible asset:

Balance as of
December 31, 201

Balance as of
December 31, 201

Acquired ir-place leas: $ 3,127 $ 522
Acquired above market lea 54¢ 95
Acquired below market ground lee 20,02¢ 10,53¢
Advance booking 13,87( 13,66¢
Accumulated amortizatio (15,149 (10,47)
Net intangible asse 22,42¢ 14,34¢
Goodwill 42,11 42,11
Total intangible assets, r $ 64,54 $ 56,46
Intangible liabilities;
Acquired below market lea: $ (4,63)) $ (4,25%)
Acquired above market ground le: (25¢) (25¢)
Accumulated amortizatio 677 304
Intangible liabilities, ne $ (4,217 $ (4,217

The portion of the purchase price allocated to meduabove market lease costs and acquired beloketlaase costs are amortized on a stre
line basis over the life of the related lease udtig the respective renewal period for below mialéase costs with fixed rate renewals, as an
adjustment to other revenues. Amortization pemajrtd the above market lease costs was appliedezhuation to other revenues. Amortization
pertaining to the below market lease costs wasexppk an increase to other revenues. The portiireg@urchase price allocated to acquired in-
place lease intangibles is amortized on a strdightoasis over the life of the related lease an@corded as amortization expense. The porti
the purchase price allocated to acquired below etapiound lease is amortized on a straight linéskaser the life of the related lease and is
recorded as other indirect expense. The portidghepurchase price allocated to advance bookings@atized on a straight line basis over three
years and is recorded as depreciation and amaotiz
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The following table summarizes the amortizatiomated to acquired above and below market lease andtacquired in-place lease intangibles
for the years ended December 31, 2014 and 2013eTkees no amortization for the year ended Deceri®be?012.

For the years ended

December 31, 201 December 31, 201

Amortization of:
Acquired above market lease cc $ (173 $ (5)
Acquired below market lease co 37C 48
Net rental income increa: $ 197 $ 43
Acquired ir-place lease intangible $ 594 $ 48

The following table presents the amortization dgitine next five years and thereafter related tanigible assets and liabilities at December 31,
2014.

2015 2016 2017 2018 2019 Thereafter Total

Amortization of:

Acquired above market lease cc $(130 $(119) $(43 $BY $(29 $ (29 $ (370
Acquired below market lease co 282 24¢ 243 19€ 19¢ 3,04¢ 4,217
Net other revenues incree $ 152 $ 13t $20C $16t $16€e $ 3,02¢ $ 3,84:
Acquired ir-place lease intangible $ 785 $ 71C $66z $19C $ 96 % 41 $ 2,48¢
Advance booking 2,37 1,37¢ 11 — — — 3,76
Acquired below market ground leg (42€) (42¢) (426) (42€) (42¢) (13,67 (15,80

8. Debt

During the years ended December 31, 2014 and 204 3pllowing debt transactions occurred:

Balance at December 31, 2C $1,572,66.
New financings 352,22¢
Allocation of unsecured credit facili 88,64
Paydown of dek (61,53¢)
Assumed financings, net of discot 15,08«
Extinguishment of det (155,85
Amortization of discount/premiui 1,51¢
Held for sale 532,52)

Balance at December 31, 2C $1,280,22
New financings 122,94(
Allocation of unsecured credit facili 7,371
Paydown of dek (13,079
Assumed financings, net of discol 12,08«
Extinguishment of det (115,339
Amortization of discount/premiui 844

Balance at December 31, 2C $1,295,04:
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Of the debt balance at December 31, 2013, $532dated to properties classified as held for sEiere were no properties classified as hel
sale at December 31, 2014.

Mortgages Payabl

Mortgage loans outstanding as of December 31, 20814013 were $1,200,688 and $1,726,550 and hadghted average interest rate of
3.96% and 4.73% per annum, respectively. Of themtgage loans outstanding at December 31, 201aippately $511,598 related to
properties held for sale. Mortgage premium andatist, net, was a discount of $1,660 and $2,45¥ Becember 31, 2014 and 2013. Of this
mortgage discount, net, a discount of $51 reladgut@perties held for sale at December 31, 2013fAecember 31, 2014, scheduled matur
for the Company’s outstanding mortgage indebtedhadsarious due dates through December 2020]law/$0

Weighted averag:

As of
December 31, 201 interest rate
2015 $ 90,95( 4.31%
2016 349,43¢ 5.22%
2017 197,83( 5.1¢%
2018 197,44 2.8¢%
2019 326,70( 2.52%
Thereaftel 38,32: 3.1(%
Total $ 1,200,68: 3.9€%

The amount maturing in 2015 represents two separatiggages with maturity dates in 2015. On MarcB(®,5, one of these mortgages was
extended to 2016. It is anticipated that the Comypeiti be able to repay, refinance or extend theuriies and the Company believes it has
adequate sources of funds to meet short term eetisirelated to these refinancings. Of the totatanding debt, approximately $31,285 is
recourse to the Company.

Some of the mortgage loans require compliance @é@ttain covenants, such as debt service ratiosstment restrictions and distribution
limitations. As of December 31, 2014, the Compaiag im compliance with all such covenants, withgbtential exception of one hotel which
was closed during the fourth quarter due to eagkguamage and reopened in January 2015.

Unsecured credit facility

In May 2013, Inland American entered into an unsegeredit facility in the aggregate amount of $800. The credit facility consists of a
$300,000 unsecured revolving line of credit andttital outstanding term loan is $200,000. The umstline of credit matures on May 7, 2016
and the unsecured term loan matures on May 7, ZQithe extent the Company’s assets were includdédnathe pool of unencumbered assets,
the Company was allocated its proportionate shiaieeounsecured credit facility. The Company’s edied portion of the unsecured credit
facility as of December 31, 2014 was $96,020. ABe¢ember 31, 2014, there was no outstanding balam¢he revolving line of credit. As of
December 31, 2014, the interest rate of the unedderm loan was 1.67%.

The Company'’s allocated portion of the unsecureditfacility as of December 31, 2013 was $88,&3f3the allocated portion at December 31,
2013, approximately $20,975 related to propertedd for sale. As of December 31, 2013, the interasts of the revolving line of credit and
unsecured term loan were 1.60% and 1.67%, respéctiv

126



Table of Contents

XENIA HOTELS & RESORTS, INC.

Notes to Combined Consolidated Financial Statements
(Dollar amounts in thousands)

December 31, 2014, 2013 and 2012

9. Fair Value Measurements

In accordance with FASB ASC 820, Fair Value Measwmet and Disclosures, the Company defines fairevhhsed on the price that would be
received upon sale of an asset or the exit prigevtiould be paid to transfer a liability in an afgidransaction between market participants at the
measurement date. The Company uses a fair valugrdtig that prioritizes observable and unobserviipets used to measure fair value. The
fair value hierarchy consists of three broad lewstsich are described below:

» Level }—Quoted prices for identical assets or liabilitiesctive markets that the entity has the abilitpd¢oess

* Level Z—Observable inputs, other than quoted prices indudéevel 1, such as quoted prices for similaetsand liabilities ir
active markets; quoted prices for identical or Eméassets and liabilities in markets that areantive; or other inputs that are
observable or can be corroborated by observablkandata

» Level =—Unobservable inputs that are supported by litttammarket activity and that are significant to thie value of the asse
and liabilities. This includes certain pricing m&sjeliscounted cash flow methodologies and sintdehniques that use significant
unobservable input

The Company has estimated the fair value of i@rfaial and non-financial instruments using avadlahbrket information and valuation
methodologies the Company believes to be apprepigatthese purposes. Considerable judgment aighadegree of subjectivity are involved
in developing these estimates and, accordingly, #he not necessarily indicative of amounts thatildide realized upon disposition.

Nor-Recurring Measurements
Level 3

The following table summarizes activity for the Queny’s assets measured at fair value on a nonsiegurasis. The Company recognized
certain impairment charges to reflect the investsiantheir fair values for the years ended Decer@be2014 and 2013. The asset groups that
were reflected at fair value through this evaluatioe:

As of December 31, 2014 As of December 31, 2013
Fair Value
Measurements Usini Fair Value
Measurements
Significant Using Significant Total
Unobservable Inputs Total Impairment Unobservable Inputs Impairment
(Level 3) Losses (Level 3) Losses
Investment propertie $ 17,20( $ 5,37¢ $ 44,57¢ $ 49,14
Investment in unconsolidat
entities — — 1,794 1,00:%
Total $ 17,20( $ 5,37¢ $ 46,36¢ $ 50,14¢

Investment Propertie

During the years ended December 31, 2014 and 204 &ompany identified certain properties which rhaye a reduction in the expected
holding period and reviewed the probability of thessets’ dispositions. The Company’s estimated/#ie relating to the investment
properties’ impairment analysis was based on a
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comparison of letters of intent or purchase comdrdaroker opinions of value and ten-year discadietesh flow models, which include
contractual inflows and outflows over a specifitdinng period. The cash flows consist of observatybeits such as contractual revenues and
unobservable inputs, such as forecasted revendesx@enses. These unobservable inputs are basedr&at conditions and the Company’s
expected growth rates. For the years ended Dece®ih@014 and 2013, the Company estimated fairevading letters of intent and purchase
contracts.

For the years ended, December 31, 2014, 2013 &®] #te Company recorded an impairment of investimpeaperties of $5,378, $49,145 and
$0, respectively. Certain properties have beerodisgh and were impaired prior to disposition and#teted impairment charge of $0, $0 and
$6,224 was included in discontinued operationsHeryears ended December 31, 2014, 2013 and 288 atively.

Investment in Unconsolidated Entiti

For the years ended December 31, 2014 and 2018 dimpany identified certain investments in uncoidsdéd entities that may be other than
temporarily impaired. The Company’s estimated ¥aiue relating to the investment in unconsolidaetities’impairment analysis was based
analyzing each joint venture partner’s respectiagewall distribution, letters of intent or purckasontracts, broker opinions of value, and
expected future cash distributions of the Compsimterest in the underlying assets of the investrasing a net asset value model. The net
value model utilizes an income capitalization asislyand consists of unobservable inputs such asdeted net operating income and
capitalization rates based on market conditionsti®years ended December 31, 2014 and 2013, dimp&hy estimated fair value using letters
of intent and purchase contracts.

For the years ended December 31, 2014, 2013 art] 1 Company recorded an impairment of $0, $1:00B%2,465, respectively, related to
one of its unconsolidated entities.

Financial Instruments not Measured at Fair Va

The table below represents the fair value of fif@rnstruments presented at carrying values indbmpany’s combined consolidated financial
statements as of December 31, 2014 and 2013.

December 31, 201. December 31, 201
Carrying Value Estimated Fair Value Carrying Value Estimated Fair Value
Mortgages payabl $ 1,200,68 $ 1,194,23 $ 1,726,55 $ 1,713,87.
Unsecured credit facilit 96,02( 96,02( 88,64 88,64

The Company estimates the fair value of its morgaepyable using a weighted average effectiveasteate of 3.96% per annum. The fair
value estimate of the unsecured credit facilityragpnates the carrying value. The assumptionsctftee terms currently available on similar
borrowing terms to borrowers with credit profilesigar to the Company’s. The Company has determthadits debt instrument valuations are
classified in Level 2 of the fair value hierarchy.

10. Income Taxes

The Company intends to elect to be taxed as, aahtgpin a manner that will allow the Company talify as, a real estate investment trust
(“REIT”) under the Internal Revenue Code of 1985amended, for federal income
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tax purposes. If the Company qualifies for taxatisra REIT, the Company generally will not be sciidie U.S. federal corporate income tax on
its net taxable income that is currently distrilote its stockholders. A REIT is subject to a numiifeorganizational and operational
requirements, including a requirement that it auttgedistributes at least 90% of its REIT taxabiedme (subject to certain adjustments) to its
stockholders. If the Company fails to qualify @REIT in any taxable year, without the benefit oftai relief provisions, the Company will be
subject to federal and state income tax on itsii@xiacome at regular corporate tax rates. EvémeifCompany qualifies for taxation as a REIT,
the Company also may be subject to certain fedstate, and local taxes on its income and assetsding (1) alternative minimum taxes,

(2) taxes on any undistributed income, (3) taxésed to its taxable REIT subsidiaries, (4) certate or local income taxes, (5) franchise taxes,
(6) property taxes, and (7) transfer taxes.

The Company intends to elect to treat certainso€@nsolidated subsidiaries, and may in the futleet to treat newly formed subsidiaries, as
taxable REIT subsidiaries pursuant to the InteR®lenue Code. Taxable REIT subsidiaries may ppatieiin non-real estate related activities
and/or perform non-customary services for tenamtisase subject to federal and state income taggatlar corporate tax rates. The Company’s
hotels are leased to certain of the Company’s {@@E&IT subsidiaries. Lease revenue from thesebte>XREIT subsidiaries and its wholly-
owned subsidiaries are eliminated in consolidafosriinancial statement purposes.

The benefit (provision) for income taxes relateddatinuing operations consists of the following:

Years Ended December 31

2014 2013 2012

Current:

Federa $(1,340) $ (709 $1,57¢
State (1,102 (1,225 (347)
Total current $(2,447) $(1,934) $ 1,227
Deferred:

Federa $(3,309) $(1,507) $(5,207)
State (120) (184) 28E
Total deferrec $(3,427) $(1,68¢) $(4,927)
Total tax benefit (provisior $(5,865) $(3,619) $(3,695)
Total tax benefit (provision) attributable to distimued operation $(4,56%) $ b57€ $(2,027)

Below is a reconciliation between the benefit (jismn) for income taxes and the amount computedgdptying the federal statutory income tax
rate to the income or loss for continuing operatibafore income taxes:

Years Ended December 31,

2014 2013 2012
Book Income before Taxes $ 40,54« $(42,22) $(24,10)
Benefit (provision) for income taxes at statutcasel (14,199  35.0% 14,77¢ 35.0% 8,43t 35.0(%

Tax benefit related to REIT operations E - -
8,78¢  21.66%  (17,24) 40.89%  (11,11) 46.11%

Income for which no federal tax benefit was recagd (3,099 7.62% (617) -1.4€6% (18) -0.07%
Valuation allowance 3,49¢ -8.62% 117 0.2&% (60E) -2.51%
State tax (provision) benefit, net of fede (1,015 2.5(% (642) -1.52% (820 -3.4(%
Other 15¢ -0.3%% (19 -0.02% 42E 1.7¢%

Total Tax Expense

$ (5865 14.49% $ (3,619 -856% $ (3,699 153%
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Deferred tax assets and liabilities are includetthiwideferred costs and other assets and othdlitlesin the combined consolidated balance
sheets, respectively, and are attributed to theityodf the Company’s taxable REIT subsidiariebeTcomponents of the deferred tax assets and
liabilities at December 31, 2014 and 2013 wereolis\fis:

2014 2013

Net operating los $ 6,471 $ 9,23¢
Deferred incomu 1,83: 2,38¢
Basis difference on proper — 3,44¢
Depreciation expens 1,06¢ 98¢
Miscellaneous 201 431
Total deferred tax asse 9,571 16,48¢
Less: Valuation allowanc (7,179 (10,679
Net deferred tax asse $ 2,39¢ $ 5,81t

At December 31, 2014, the Company had U.S. fedemistate net operating loss carryforwards of agprately $16.9 million and $27.8
million, respectively which begin to expire in 20Z3f the Company’s U.S. federal net operating t@ssyforwards, $11.2 million are subject to
limitation and the Company has established a vialatlowance against such amounts.

Deferred tax assets are recognized only to thenettiat it is more likely than not that they wik bealized based on consideration of available
evidence, including future reversal of existingatabe temporary differences, future projected tax@ttome, and tax-planning strategies. In
assessing the realizability of deferred tax asssmiagement considers whether it is more likely that that some portion or all of the deferred
tax assets will not be realized. The ultimate eedion of deferred tax assets is dependent upogetheration of future taxable income during the
periods in which those temporary differences becdetctible. The Company has considered variousr&gdncluding future reversals of
existing taxable temporary differences, projectgdre taxable income, and tax-planning strategiesaking this assessment.

Based upon tax-planning strategies and projecfmmfaiture taxable income over the periods in whtioh deferred tax assets are deductible,
management believes it is more likely than not thatCompany will realize the benefits of theseudtitile differences, net of the existing
valuation allowance of $7,178, at December 31, 20hé amount of the deferred tax assets considesdidable, however, could be reduced in
the near term if estimates of future taxable incalmeng the carryforward period are reduced.

During 2014 the Company reversed $3.5 million db&ton allowance associated with a basis diffegemit certain property. In connection with
the disposal of the property held by a TRS at alikexloss in 2014, the Company has determinedsttet difference will be fully realized.

Uncertain Tax Positions

The Company had no unrecognized tax benefits as ddiring the three year period ended Decembe2@®14. The Company expects no
significant increases or decreases in unrecogn&elbenefits due to changes in tax positions wittria year of December 31, 2014. The
Company has no material interest or penaltiesinglab income taxes recognized in the combined aladeted statements of operations for the
years ende
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December 31, 2014, 2013 and 2012 or in the comhinadolidated balance sheets as of December 34,8112013. As of December 31, 2C
the Company’s 2014, 2013, and 2012 tax years resudiject to examination by U.S. and various seatdurisdictions.

11. Commitments and Contingencies

Certain leases and operating agreements requi@dimpany to reserve funds relating to replacememisrenewals of the hotels’ furniture,
fixtures and equipment. As of December 31, 2014bmpany has funded $76,280 in reserves for futapeovements. This amount is included
in restricted cash and escrows on the combinedbtidaged balance sheet as of December 31, 2014.

The Company is subject, from time to time, to vasitegal proceedings and claims that arise in ttimary course of business. While the
resolution of these matters cannot be predicteld @@ttainty, management believes, based on cwrawdlilable information, that the final
outcome of such matters will not have a materiakege effect on the financial statements of the @aomy.

In addition, in connection with the Company’s sepian from Inland American, on August 8, 2014, @ampany has entered into an Indemnity
Agreement with Inland American pursuant to whickahal American has agreed, to the fullest exteotnadt by law or government regulation
absolutely, irrevocably and unconditionally indefgndlefend and hold harmless the Company and lisidiaries, directors, officers, agents,
representatives and employees (in each case, linpgiison’s respective capacity as such) and tegjrective heirs, executors, administrators,
successors and assignees from and against alkJasskiding but not limited to “actions” (as dedohin the Indemnity Agreement), arising from:
(1) the ongoing non-public, formal, fact-findingsestigation by the SEC as described in Inland Acaer's public filings with the SEC (th&SEC
Investigation”); (2) the three related demandsl(@ding the Derivative Lawsuit described below) iiged by Inland American (“Derivative
Demands”) from stockholders to conduct investigaticegarding claims similar to the matters thatsalgect to the SEC Investigation and as
described in Inland American’s public filings witihe SEC; (3) the derivative lawsuit filed on Ma&h 2013 on behalf of Inland American by
counsel for stockholders who made the first DeiveaDemand (the “Derivative Lawsuit”); and (4) tiniwestigation by the Special Litigation
Committee of the board of directors of Inland Aroari. In each case, regardless of when or whedeskdook place, or whether any such loss,
claim, accident, occurrence, event or happenikgasvn or unknown, and regardless of whether sus$, Idaim, accident, occurrence, event or
happening giving rise to the loss existed priootoor after February 3, 2015, the separation alatelates to, arises out of or results from
actions, inactions, events, omissions, conditifads or circumstances occurring or existing ptigron or after February 3, 2015, the separation
date.
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Ground Leases

The following table summarizes the remaining priyrtarm, renewal rights, purchase rights and mortllge rent as of December 31, 2014
associated with land underlying the Company’s lsca@ld meeting facilities that the Company leas@s third parties:

Current
Renewal Monthly
Current Rights / Minimum or
Lease Term Purchase Base Rent Increases ¢ Lease

Property Expiration Rights Base Rent Renewal Type
Aston Waikiki Beach Hotel December 31, No renewa

2057 rights@ $ 191@ Not applicable Triple Ne
Hyatt Regency Santa Clara April 30, 2035 4 x 10year: $ 604 No increase unless lessee exercises its opti  Triple Ne’

expand at which time base rent will be incre:
1 x 9 years by $800 for each additional hotel room in ex
©)] of 500

Marriott Charleston Town Center December 11, 4 x 10 year: $ 4 No increase unless hotel is expanded bey Triple Ne

2032 356 guest rooms, at which time rent shall

increase on a pro rata ba®
Hilton University of Florida Conference Center March 31, 207. None $ 3 Not applicable Triple Ne
Gainesville

Marriott Atlanta Century Center / Emory Area December 31, None $ 8 Not applicable Triple Ne

2058
Convention Center at Marriott Woodlands June 30,2100 Norenewa $ 100 Not applicable Triple Ne

Waterway Hotel & Convention Cent rights(®)

(1) Tenant has a right of first refusal to purchasepttoperty, which must be exercised within 30 ddyoeiving the third par’s terms frorn
landlord.

(2) For and during the period from January 1, 2006&cdiber 31, 2029, the minimum rent for each yeadijissted based on a calculat
tied to the Consumer Price Index. The monthly mimmor base rent in this chart is for the periodrfridanuary 1, 2014 through
December 31, 201

(3) Tenant has a right of first refusal to purchasel portion of certain areas covered by the tegagate lease

(4) Inaddition to minimum rent, the Company may owgalae incentive ren

(5) If the hotel is increased from 356 rooms to 500epthe new annual base rent will be $71,!

(6) Tenant has a right of first refusal to purchasepttogerty, which must be exercised within 60 dayoeiving the third par’s terms fromn
landlord.

(7) For and during the period from June 29, 2006 te R28) 2100, the base rent for each year is adjlisteeld on a calculation tied to 1
Consumer Price Index. The monthly minimum or base in this chart is for the period from June 29142 through June 28, 201

All of the Company’s ground leases are accounted$mperating leases. For lease agreements vhigasled rent increases, we recognize the
lease expense ratably over the term of the leasgndthe years ended December 31, 2014, 2013 @12l #ve recognized ground lease expense
of $4,230, $836 and $318, respectively, which étuided in other indirect expenses on the combinedalidated statements of operations.
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As of December 31, 2014, future minimum ground égaeyments are as follows:

2015 $ 3,25¢
2016 3,25¢
2017 3,25¢
2018 3,25¢
2019 3,25¢
Thereaftel 111,95
Total $128,23"

12. Assets and Liabilities Held for Sale

In accordance with GAAP, the Company classifiegtssas held for sale when certain criteria are @Bte the criteria are met, the Company
suspends depreciation and amortization on thesalaskt for sale. The assets and liabilities astegtiaith those investment properties that are
held for sale are classified separately on the @otbconsolidated balance sheets for all repop#ripds and recorded at the lesser of the
carrying value or fair value less costs to selisTdniteria was met in 2014 and the combined cadat#d balance sheet at December 31, 2013
was recast to reflect these assets and liabilisdseld for sale and were recorded at their cagryatue. Additionally, the operations for those
investment properties classified as held for sedeckassified on the combined consolidated statésmafroperations as discontinued operations
for all periods presented. There were no propectessified as held for sale at December 31, 2014.

On September 17, 2014, Inland American enteredarmtorchase agreement to sell a portfolio of loggissets, consisting of 52 select service
lodging properties with 6,976 rooms in a transactialued at approximately $1,100,000. The saleedds a single transaction on November 17,
2014 with a gross disposition price of $1,071,0@ih net proceeds from the sale resulting in a géirese hotels have been classified as hel
sale on the combined consolidated balance shedteacember 31, 2013 and the operations are reflems discontinued operations on the
combined consolidated statements of operationthéoyears ended December 31, 2014, 2013 and 2012.

The major classes of assets and liabilities assastigith the held for sale assets as of Decemhe2®13 are as follows:

December 31, 201

Land $ 172,03¢
Building and other improvemen 1,107,05:
Total $ 1,279,09
Less accumulated depreciati (343,070
Net investment propertie $ 936,02°
Accounts and rents receivable, 4,02t
Deferred costs and other ass 6,86¢
Total asset $ 946,91¢
Debt $ 532,52:
Accounts payable and accrued expet 3,231
Other liabilities 10,25
Total liabilities $ 546,00t
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13. Subsequent Events

On January 5, 2015, the Company issued 125 shitles Series A Preferred Stock in a private plagan@approximately 125 investors who
qualify as “accredited investors” (as that terrdééined in Rule 501(a) of Regulation D under theusiéies Act) in reliance upon the exemption
from the registration requirements of the Secwgifiet pursuant to Rule 506 of Regulation D, rekatio transactions by an issuer not involving
any public offering, to the extent an exemptiomrsuch registration was required.

On February 3, 2015, Xenia Hotels & Resorts, ladvaryland corporation, was spun-off from Inland éninan Real Estate Trust, Inc. (“Inland
American”), its former parent, through a taxable-pata distribution by Inland American of 95% oétbutstanding common stock, $0.01 par
value per share (the “Common Stock”), of Xeniaaters of record of Inland American’s common staslof the close of business on

January 20, 2015 (the “Record Date”). Each holdeecord of Inland American’s common stock receiee@ share of Common Stock for every
eight shares of Inland American’s common stock la¢lthe close of business on the Record Date @istribution”). In lieu of fractional shares,
stockholders of Inland American received cash. @or&ary 4, 2015, Xenia’'s Common Stock began tradimthe New York Stock Exchange
(“NYSE”) under the ticker symbol “XHR.” As a resudf the Distribution, the Company became a standlpublicly-traded company.

Effective February 3, 2015, the Company entereaal a$400 million unsecured revolving credit fagiltith a syndicate of banks. The revolving
credit facility includes an uncommitted accordieatiire which, subject to certain conditions, allowgo increase the aggregate availability by
up to $350 million. The Company expects borrowingder the revolving credit facility to bear interbased on LIBOR plus a margin ranging
from 1.50% to 2.45% (or, at our election upon aghieent of an investment grade rating from Moodgigektor Services, Inc. or Standard &
Poor’s Rating Services, interest based on LIBOR plmargin ranging from 0.875% to 1.50%). In additiuntil such election, the Company
expects to pay an unused fee of up to 0.30% afitlused portion of the credit facility based ondkierage daily unused portion of the credit
facility; thereafter, the Company expects to pdgdility fee ranging between 0.125% and 0.35% basethe Company’s debt rating.

On February 4, 2015, in conjunction with the ligtiof our common stock on the NYSE, the Company cenued a modified “Dutch Auction”
self-tender offer (the “Tender Offer”) to purchdsecash up to $125 million in value of sharesh& €Company’s common stock at a price not
greater than $21.00 nor less than $19.00 per shetréo the seller in cash, less any applicablahwiiding of taxes and without interest. The
Tender Offer expired at 5:00 P.M., New York Cityrie, on March 5, 2015. As a result of the TendeeQfthe Company accepted for purchase
1,759,344 shares of its common stock at a purghése of $21.00 per share, for an aggregate puecpase of $36.9 million (excluding fees ¢
expenses relating to the Tender Offer), which wasléd from cash on hand. The 1,759,344 shareswhom stock accepted for purchase in the
Tender Offer represent approximately 1.6% of thenfBany’s common stock outstanding as of Februa®dB5, the last day prior to the
commencement of the Tender Offer. Stockholders prbperly tendered and did not properly withdrawreBaf common stock in the Tender
Offer at or below the final purchase price of $21p@r share had all of their tendered shares ofremmstock purchased by the Company at
$21.00 per share. Immediately following completidithe Tender Offer, the Company had approximatély,664,641 shares of common stock
outstanding.

On March 2, 2015, the Company paid $26.3 millionetire a mortgage related to Andaz San Diego atehded the maturity on one loan of
$34.9 million by one year to March 2016.
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On March 13, 2015, the Company’s Board of Directrthorized a cash dividend of $0.1457 per shatkeo€ompany’s Common Stock for the
first quarter of 2015. The dividend represents@benpany’s anticipated regular quarterly dividen&0f23 per share, prorated for the period
from February 3, 2015, the Distribution date, tortha31, 2015, the last day of the first quartere @ividend will be paid on April 15, 2015 to
holders of record of the Company’s Common Stocifdke close of business on March 31, 2015. Foitiaddl information, see “Part 1l—

Item 5. Market for Registrant's Common Equity, RethStockholder Matters and Issuer Purchases dfyEgacurities — Dividends.”

14. Quarterly Operating Results (Unaudited)
The following represents the results of operatifmseach quarterly period, during 2014 and 2013.

For the quarter ended

December 31 September 3C
June 30, March 31,
2014 2014 2014 2014
Total revenue $ 229,93¢ $ 231,09 $247,11: $218,52!
Net (loss) income from continuing operatic (6,017 5,71¢ 24,34 10,63t
Net income (loss) from discontinued operati 81,12( 3,77¢ (1,460 (8,319
Net income attributable to Compa 75,10: 9,49: 22,88¢ 2,32(
For the quarter ended
December 31 September 3C
June 30, March
2013 2013 2013 31,2013
Total revenue $ 205,05¢ $ 156,67! $158,82: $131,31!
Net (loss) income from continuing operatic (16,279 (28,309 7,028 (8,285
Net (loss) income from discontinued operati (5,045 1,88( 1,82¢ (4,290
Net (loss) income attributable to Comps (21,329 (26,42¢) 8,85t (12,57¢)
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to Land
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©

Schedule Il
Real Estate and Accumulated Depreciation
(Dollar amounts in thousands)

December 31, 2014

Adjustment

to Basis (C

Gross amount at which carried at end of

period

Land and
Improvement

Buildings anc
Improvement

(D)

Accumulater

Depreciatior

Total (D,E

(D.F)

Year of
Original
Constructiol

Date of
Acquisition

Life on Which
Depreciation i

Latest Incom
Statement is
Computec

Andaz Napa Valley

Napa, CA $ 30,50( $10,15( $

Andaz San Diego

San Diego, C/ 26,31t 6,94¢
Andaz Savannah

Savannah, G/ 21,50( 2,68(
Aston Waikiki Beach

Hotel

Honolulu, HI — —
Bohemian Hotel

Celebration, an

Autograph

Collection Hotel

Celebration, FL — 1,232
Bohemian Hotel

Savannah, an

Autograph

Collection Hotel

Savannah, G/ 27,48( 2,30(
Courtyard

Birmingham

Downtown at UAB

Birmingham, AL
Courtyard Fort Worth

Downtown/Blackston

13,65( —

Fort Worth, TX — 774
Courtyard Kansas Ci

Country Club Plazi

Kansas City, MC — 3,42¢
Courtyard Pittsburgh

Downtown

Pittsburgh, P£ 23,26: 2,70(
DoubleTree by Hiltor

Hotel

Washington, DC —  25,85]
Embassy Suites

Baltimore

North/Hunt Valley

Hunt Valley, MD — 2,42¢
Fairmont Dallas

Dallas, TX 56,89:  8,70(

57,01:
43,43(

36,21:

171,98¢

19,00(

24,24(

20,81(

45,82(

16,34¢

33,08¢

56,96¢

38,927

60,63¢

1,55¢

$ (779 $  10,15(

382

10¢

231

64C

2,072

4,521

3,511

2,18¢

3,48

4,96¢

13,157

6,94¢

2,68(

1,232

2,30(

1,55¢

774

3,42¢

2,70C

25,851

2,42¢

8,70(

136

$ 56,23
43,81:

36,31¢

171,98¢

19,23:

24,88(

22,88:

50,34:

19,86¢

35,27:

60,44¢

43,89t

73,79:

$ 66,38! $
50,76

38,99¢

171,98¢

20,46

27,18(

24,43t

51,11¢

23,29:

37,97:

86,30¢

46,32¢

82,49:

4,117
4,071

1,98¢

6,95¢

1,81C

3,531

8,74(

17,79¢

7,85¢

7,674

20,68¢

17,077

15,83(

200¢
191«

200¢

196¢

199¢

200¢

200¢

192¢

192¢

1898/190:

196(

198¢

196¢

9/20/201:
3/4/201:

9/10/201:

2/28/201:

2/6/201:

8/9/201:

2/8/200¢

2/8/200¢

7/1/200°

5/11/201

2/8/200¢

2/8/200¢

8/1/201:

5-30 year
5-30 year

5-30 year

5-30 year

5-30 year

5-30 year

5-30 year

5-30 year

5-30 year

5-30 year

5-30 year

5-30year

5-30 year
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Encumbranc

Initial Cost (A)

Land

Buildings anc

Improvement

XENIA HOTELS & RESORTS, INC.

Schedule Il

Real Estate and Accumulated Depreciation
(Dollar amounts in thousands)

December 31, 2014

Adjustment

to Land
Basis

©

Adjustment

to Basis (C

Gross amount at which carried at enc

period

Buildings anc

Improvement

Land and
Improvement

()]

Total (D,E

Accumulater

Depreciatior

(O.,F)

Year of
Original
Constructiol

Date of
Acquisition

Life on Which
Depreciation i

Latest Incom
Statement is
Computec

Grand
Bohemian
Hotel
Orlando, an
Autograph
Collection
Hotel
Orlando, FL $

Hampton Inn é
Suites
Baltimore
Inner Harbo
Baltimore,
MD

Hampton Inn é
Suites
Denver
Downtown
Denver, CC

Hilton Garden
Inn Chicago
North
Shore/Evanstc

Evanston, IL
Hilton Garden
Inn
Washington
DC
Downtown
Washington
DC
Hilton St.
Louis
Downtown
at the Arch
St. Louis,
MO
Hilton Suites
Phoenix
Phoenix, AZ
Hilton
University of
Florida
Conference
Center
Gainesville
Gainesville,
FL
Homewood
Suites by
Hilton
Houston
near the
Galleria
Houston, TX
Hotel Monaco
Chicago
Chicago, IL
Hotel Monaco
Denver
Denver, CC
Hotel Monaco
Salt Lake
City
Salt Lake

50,29¢ $ 7,73¢

1,70C

13,62¢ 6,14¢

18,771 2,92(

55,85¢

18,80(

78C

5,114

27,77¢

1,65¢
26,000 15,05¢

41,00( 5,742

$ 7551

21,067

26,47

27,99t

64,35¢

22,03:

57,10¢

50,40’

30,581

40,84:

69,15¢

6,07¢

1,74%

2,36¢

4,40

5,41¢

4,15

(1,709  (35,63)

6,101

$ 7,73¢ $

1,70C

6,144

2,92(

18,80(

78C

3,412

1,65¢

15,05¢

5,74:

81,58t

22,81(

28,837

32,39¢

69,77

26,18

21,46¢

56,50¢

32,77"

41,27(

69,39¢

$ 89,32

24,51(

34,98

35,31¢

88,57

26,96«

24,88(

56,50¢

34,43:

56,32¢

75,14(

$

8,90z

7,18¢

10,36

10,18:

24,75:

20,46(

12,51:

2,62¢

3,937

2001

190¢

198¢

2001

200(

188¢

199C

200(

200¢

1912

1917/193

12/27/201:

7/1/200°

2/8/200¢

7/1/200°

2/8/200¢

3/23/201.

2/8/200¢

9/13/200°

2/8/200¢

11/1/201:

11/1/201:

5-30 year

5-30 year

5-30 year

5- 30 year

5-30 year

5-30 year

5-30 year

5-30 year

5-30 year

5- 30 year

5-30 year



City, UT — 1,77 56,15¢ — 181 1,773 56,33" 58,11« 3,177 192¢  11/1/201: 5-30year
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Hyatt Key West
Resort & Spa

Key West, FL $

Hyatt Regency
Orange
County
Orange
County, CA

Hyatt Regency
Santa Clara
Santa Clara,
CA

Key West
Bottling Court
Retail Center
Key West, FL

Loews New
Orleans
New Orleans,
LA

Lorien Hotel &
Spa
Alexandria,
VA

Marriott Atlanta
Century
Center /
Emory Area
Atlanta, GA

Marriott
Charleston
Town Center
Charleston,
wv

Marriott Chicagc
at Medical
District/UIC
Chicago, IL

Marriott Dallas
City Center
Dallas, TX

Marriott Griffin
Gate Resort &
Spa
Lexington,
KY

Marriott Napa
Valley Hotel
& Spa
Napa Valley,
CA

Marriott San
Francisco
Airport
Waterfront
San Francisc(
CA

Marriott West
Des Moines
Des Moines,
1A

XENIA HOTELS & RESORTS, INC.

Schedule Il

Real Estate and Accumulated Depreciation

(Dollar amounts in thousands)

December 31, 2014

Gross amount at which carried at enc

Initial Cost (A) period

Life on Which
Adjustment Buildings anc Accumulate Depreciation i
Buildings anc toLand  Adjustment Improvement Depreciatiot Year of Latest Income
Basis Land and Original Date of Statement is

Encumbranc Land  Improvement (C) to Basis (C Improvement (D) Total (D,E (D,F) Constructiol  Acquisition Computec
— $40,98¢ $ 34,52¢ $ — 3 62C $ 40,98¢ $ 35,14¢ $ 76,13t $ 2,10¢ 198¢ 11/15/201: 5-30 year
63,03¢ 18,68¢ 93,38« — 27,97« 18,68¢ 121,35¢ 140,04t 42,64: 1987/200: 10/2/200¢ 5-30 year
60,20( — 100,22° — 6,05¢ — 106,28: 106,28: 6,51¢ 198¢  9/20/201: 5-30year
— 4,14¢ 2,682 — — 4,14+ 2,682 6,82¢ 7 195¢ 11/25/201. 5-30 year
37,50( 3,52¢ 70,65: — 3,19: 3,52¢ 73,84¢ 77,37¢ 3,79( 1972 10/11/201: 5-30 year
— 4,36¢ 40,88¢ — 87 4,36¢ 40,97¢ 45,34( 2,93¢ 200¢ 10/24/201: 5-30year
— — 36,57: — 3,62¢ — 40,19t 40,19t 17,23: 197¢ 2/8/200¢ 5-30 year
17,10¢ — 26,64° — 8,02¢ — 34,67 34,67 8,20: 198z  2/25/201. 5-30year
— 8,831 17,91: — 5,51« 8,831 23,42¢ 32,25¢ 10,44: 198¢ 2/8/200¢ 5-30 year
40,09( 6,30(C 45,15¢ — 16,927 6,30( 62,08¢ 68,38¢ 17,28 198C 9/30/201( 5-30year
35,09 8,63¢ 54,96( 1,49¢ 6,39¢ 10,13¢ 61,35¢ 71,49: 9,09: 1981  3/23/201: 5-30year
— 14,80( 57,22¢ — 1,56¢ 14,80( 58,79: 73,59: 9,17¢ 197¢  8/26/201. 5-30 year
53,58t  36,70( 72,37( — 7,49% 36,70( 79,86: 116,56: 10,44¢ 198t  3/23/201: 5-30year
— 3,41( 15,41¢ — 5,381 3,41( 20,797 24,20 5,26( 1981 5/11/201( 5-30year
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Encumbranc

Initial Cost (A)

Buildings anc

Land Improvement

XENIA HOTELS & RESORTS, INC.

Schedule Il

Real Estate and Accumulated Depreciation
(Dollar amounts in thousands)

December 31, 2014

Adjustment

to Land
Basis

©

Adjustment

to Basis (C

Gross amount at which carried at enc

period

Land and
Improvement

Buildings anc

Improvement

(D) Total (D,E)

Accumulate:
Depreciatiot

(D.F)

Year of
Original
Constructio

Date of
Acquisition

Life on Which
Depreciation i

Latest Incom
Statement is
Computec

Marriott
Woodlands
Waterway
Hotel &
Convention
Center
Woodlands, Tx $

Renaissance
Atlanta Waverly
Hotel &
Convention
Center
Atlanta, GA

Renaissance Aust
Hotel
Austin, TX

Residence Inn
Baltimore Inner
Harbor
Baltimore, MD

Residence Inn
Boston
Cambridge
Cambridge, MA

Residence Inn
Denver City
Center
Denver, CC

Westin Galleria
Houston
Houston, TX

Westin Oaks
Houston at the
Galleria
Houston, TX

Land Raleigh, NC

74,04¢

97,00(

83,00(

30,67+«

45,21(

60,00(

50,00(

$ 5,500 $

98,88t

6,83¢

90,79:

10,65¢ 97,96(

— 55,41(

10,34¢ 72,73¢

5,291 74,63¢

7,84 112,85(

4,261 96,09(
1,21¢ —

$ 27,49(

6,44:

8,14(

4,071

4,01t

101

754

48¢

$ 5,50(

6,834

10,65¢

10,34¢

5,291

7,84:

4,261
1,21¢

$ 126,37t

$ 131,87¢

97,23¢

104,06t

106,10( 116,75¢

59,48 59,48:

76,75( 87,09¢

74,73¢ 80,03(

113,60:- 121,44¢

96,57¢ 100,84(
— 1,21¢

$ 41,25

13,37¢

14,39¢

21,00«

24,50¢

5,52(

7,49¢

6,73(

Totals

$1,179,47 $336,96: $ 2,534,141 $

134¢ $ 176,50 $ 338,31l $ 2,710,64 $3,048,96/ $ 505,98

Notes:

(A)

which were contemplated at the time the property acuired

(B)
(©)

with investment properties, including any earndiutteoant space

139

200z

198:

198¢

200¢

998

200¢

1977

1971
NA

11/21/200°

3/23/201.

3/23/201.

2/8/200¢

2/8/200¢

4/17/201:

8/22/201:

8/22/201.
7/1/200°

5-30 year

5- 30 year

5-30 year

5-30 year

5-30 year

5- 30 year

5-30 year

5- 30 year
NA

The initial cost to the Company represents theimagpurchase price of the property, including amteuncurred subsequent to acquisit

The aggregate cost of real estate owned at Dece3db@014 for federal income tax purposes was afapately $3,178,113 (unauditec
Cost capitalized subsequent to acquisition inclymgsnents under master lease agreements as veeltda®nal tangible costs associa
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XENIA HOTELS & RESORTS, INC.
Schedule Il
Real Estate and Accumulated Depreciation
(Dollar amounts in thousands)

December 31, 2014

(D) Reconciliation of real estate owned (includes curitig operations and operations of assets clagsifeheld for sale

2014 2013 2012
Balance at January $2,875,761  $3,249,00. $2,837,90
Acquisitions and capital improvemet 226,51: 1,039,25. 563,60:
Disposals and wri-offs (53,31 (133,39) (152,50¢)
Properties classified as held for s — (1,279,09) —
Balance at December . $3,048,961  $ 2,875,761  $3,249,00

(E) Reconciliation of accumulated depreciation (inckidentinuing operations and operations of assassified as held for sale

2014 2013 2012
Balance at January $376,51( $603,91. $465,52¢
Depreciation expense, continuing operati 137,47t 101,01 154,07t
Depreciation expense, properties classified asfoelsale — 50,35¢ —
Accumulated depreciation, properties classifietield for sale — (343,070 —
Disposals and wri-offs (8,000 (35,709 (15,697
Balance at December . $505,98t $376,51( $603,91:
(F) Depreciation is computed based upon the followstgreated lives

Buildings and improvemen 30 years

Tenant improvemen Life of the least

Furniture, fixtures & equipmel 5- 15 years
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Item 9. Changes in and Disagreements with Accountémon Accounting and Financial Disclosure

None.

Item 9A. Controls and Procedures
Evaluation of Disclosure on Controls and Procedures

As required by Rules 13a-15(b) and 15d-15(b) utieiExchange Act, our management, including ourgiual executive officer and our
principal financial officer evaluated as of DecemBg, 2014, the effectiveness of our disclosurdratsmand procedures as defined in Rules 13a-
15(e) and Rule 15d-15(e) of the Exchange Act. Basetthat evaluation, our principal executive offie@d our principal financial officer
concluded that our disclosure controls and proeasjuas of December 31, 2014, were effective fopthipose of ensuring that information
required to be disclosed by us in this Annual Rejsarecorded, processed, summarized and repoithohwthe time periods specified by the
rules and forms of the Exchange Act and is accutadland communicated to management, including riiheipal executive officer and our
principal financial officer as appropriate to allbwely decisions regarding required disclosures.

Management’s Annual Report on Internal Control Over Financial Reporting

This Annual Report does not include a report of aggment’s assessment regarding internal controlfmancial reporting or an
attestation report of our registered public accimgntirm due to a transition period establishedlgs of the SEC for newly public companies.

Changes in Internal Control over Financial Reportirg

There has been no change in our internal contred firancial reporting during the fourth quarter26f14 that has materially affected, or is
reasonably likely to materially affect, our inteknantrol over financial reporting.

Item 9B. Other Information

None.
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PART IlI

Item 10. Directors, Executive Officers and Corpora¢ Governance

The information called for by this Item is contairia our definitive Proxy Statement for our 2015nyal Meeting of Stockholders, and is
incorporated herein by reference.

Item 11. Executive Compensation

The information called for by this Item is contadria our definitive Proxy Statement for our 2015n&|l Meeting of Stockholders, and is
incorporated herein by reference.

Item 12. Security Ownership of Certain Beneficial @vners and Management and Related Stockholder Matter

The following table provides information regardiogr equity compensation plans as of December 314:20

Weighted Average

Number of Share Units Exercise Price of Number of Share Units
to be Issued Upon Outstanding Options Remaining Available for
Exercise of Outstanding
Warrants and Rights Future Issuance Under
Options, Warrants and Equity Compensation
Plan Category Rights (2) $) Plans (3)
Equity compensation plans approved
stockholders (1 817,64( — 240,361,57
Equity compensation plans not approvec
stockholder: — — —
Total 817,64( — 240,361,57

(1) Consists of the Xenia Hotels & Resorts, Inc. 20b4r8 Unit Plan (th*Share Unit Pla”). The Share Unit Plan was adopted by the boe
directors of Inland American prior to our sepanatitom Inland American, and adopted and ratifiecby Board, and provides for the
grant of notional “share unit” awards to eligibl@rficipants. The value of each share unit is etpu&lL0.00 and was determined by
reference to the third-party valuation performedifdand American as of December 31, 2013. Sultfgaepplicable vesting conditions,
each share unit represents the right to receiasla payment, or, to the extent provided in theieplple award agreement, shares of our
common stock, in an amount equal to the fair mark&te of the share unit on a specified date. @uay 9, 2015, in connection with our
separation from Inland American, the Share UnihNas terminated and no new share unit awardeijranted thereunde

(2) As of December 31, 2014, the number of share solgect to each award reflects the value of the@wveand did not necessar
correspond to an equivalent number of shares ofrtmmstock of the Compan

(3) The number of share units available under the ShaitePlan was established solely as a means toleittze Company to measure-
change in value over time of the share unit awgrdated under the Share Unit Plan, and, as of DeeeB1, 2014, did not necessarily
correspond to an equivalent number of shares ofrtmmstock of the Compan

The remaining information called for by this Itesnciontained in our definitive Proxy Statement for 2015 Annual Meeting of
Stockholders, and is incorporated herein by refaren

Item 13. Certain Relationships and Related Transa@ins

The information called for by this Item is contadria our definitive Proxy Statement for our 2015n&|l Meeting of Stockholders, and is
incorporated herein by reference.

Item 14. Principal Accounting Fees and Services.

The information called for by this Item is contadria our definitive Proxy Statement for our 2015nyal Meeting of Stockholders, and is
incorporated herein by reference.
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PART IV

Item 15: Exhibits and Financial Statement Schedule

(@)

List of documents filed as a part of this AnnuapBu:

1)

2)

Financial Statement

Report of Independent Registered Public Accourfing

The consolidated financial statements of the Comaae set forth under Item 8 of this Annual Report.
Financial Statement Schedules. The following finalrstatement schedule is filed herein on pagestti@tugh 140
Schedule Il — Real Estate and Accumulated Deptiecia

All other schedules are omitted because they arapuicable or the required information is incldde the consolidated financial

statements or notes thereto.

Exhibit
Number

2.1

3.1

3.2

10.1

10.z

10.2

10.4

10.5

3)

Exhibits. The following exhibits are filed (or inqmrated by reference herein) as a part of thisuahReport

Exhibit Description

Separation and Distribution Agreement by and betvieland American Real Estate Trust, Inc. and Xétogels & Resorts
Inc., dated as of January 20, 2015 (incorporatectfarence to Exhibit 2.1 to the Company’s Peridtiport on Form 8-K
(File No. 00:-36594) filed on January 23, 201

Articles of Amendment and Restatement of Xenia ldafeResorts, Inc. (incorporated by reference tbiBit 3.1 to the
Compan’s Periodic Report on Forn-K (File No. 00:-36594) filed on February 2, 201

Amended and Restated Bylaws of Xenia Hotels & Resorc. (incorporated by reference to Exhibit t&.the Compar’s
Periodic Report on Formr-K (File No. 00:-36594) filed on February 9, 201

Third Amended and Restated Agreement of Limitedreaship of XHR LP, dated as of September 17, Z0fsbrporated b
reference to Exhibit 10.1 to Amendment No. 1 to@lmenpany’s Registration Statement on Form 10 (Rde00136594) filec
on October 9, 201+

Transition Services Agreement by and between Infemérican Real Estate Trust, Inc. and Xenia HateResorts, Inc.
dated as of February 3, 2015 (incorporated by eefss to Exhibit 10.1 to the Company’s Periodic Repo Form 8-K (File
No. 002-36594) filed on February 9, 201

Executive Employment Agreement, dated July 1, 20&#yveen Xenia Hotels & Resorts, Inc., XHR Managaimel C and
Marcel Verbaas (incorporated by reference to ExHiBi3 to Amendment No. 3 to the Company’s RedistneStatement on
Form 10 (File No. 0C-36594) filed on January 9, 201*

Executive Employment Agreement, dated July 1, 20&#yveen Xenia Hotels & Resorts, Inc., XHR Managaime C and
Barry A.N. Bloom (incorporated by reference to BbthiL0.4 to Amendment No. 3 to the CompanRegistration Statement
Form 10 (File No. 0C-36594) filed on January 9, 201*

Executive Employment Agreement, dated July 1, 20&#yveen Xenia Hotels & Resorts, Inc., XHR Managaime C and
Andrew J. Welch (incorporated by reference to EitHib.5 to Amendment No. 3 to the Company’s Regigin Statement on
Form 10 (File No. 0C-36594) filed on January 9, 201*
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10.€ Executive Employment Agreement, dated July 1, 20&#iveen Xenia Hotels & Resorts, Inc., XHR Manageimel C and Philig
A. Wade (incorporated by reference to Exhibit 110.6smendment No. 3 to the Company’s Registratiatedhent on Form 10
(File No. 00:-36594) filed on January 9, 201*

10.7 Indemnity Agreement, dated August 8, 2014, betwekamd American Real Estate Trust, Inc. and Xeniet$ & Resorts, Inc
(incorporated by reference to Exhibit 10.7 to Ammedt No. 1 to the Company’s Registration Stateroarfform 10 (File No.
001-36594) filed on October 9, 201

10.¢ First Amendment to Indemnity Agreement by and betwimland American Real Estate Trust, Inc. and Xétotels & Resorts
Inc., dated as of February 3, 2015 (incorporatecelgrence to Exhibit 10.3 to the Company’s Peddigport on Form 8-K (File
No. 002-36594) filed on February 9, 201

10.¢ The Xenia Hotels & Resorts, Inc. 2014 Share UranRincorporated by reference to Exhibit 10.8 toelaiment No. 2 to th

Compan'’s Registration Statement on Form 10 (File No-36594) filed on November 25, 201*

10.1C Form of Xenia Hotels & Resorts, Inc. Share Unit As&vAgreement (Annual Award) (incorporated by refexe@to Exhibit 10.9 t
Amendment No. 2 to the Comp¢'s Registration Statement on Form 10 (File No.-36594) filed on November 25, 201*

10.11 Form of Xenia Hotels & Resorts, Inc. Share Unit As&vAgreement (Contingency) (incorporated by refeesto Exhibit 10.10 t
Amendment No. 2 to the Comp¢'s Registration Statement on Form 10 (File No.-36594) filed on November 25, 201*

10.1z2 Form of Xenia Hotels & Resorts, Inc. Share Unit As&vAgreement (Transaction) (incorporated by refeesio Exhibit 10.11 t
Amendment No. 2 to the Comp¢' s Registration Statement on Form 10 (File No.-36594) filed on November 25, 201*

10.1: Xenia Hotels & Resorts, Inc. Director Compensattwagram (incorporated by reference to Exhibit 1@dl2mendment No. 2 t
the Compan’s Registration Statement on Form 10 (File No.-36594) filed on November 25, 201*

10.1¢ Employee Matters Agreement by and between Inlan@értan Real Estate Trust, Inc. and Xenia Hotelse&drts, Inc., dated i

of February 3, 2015 (incorporated by referencexboiliit 10.2 to the Company’s Periodic Report onrr@-K (File No. 001-
36594) filed on February 9, 201

10.1¢ Xenia Hotels & Resorts, Inc., XHR Holding, Inc. adHIR LP 2015 Incentive Award Plan (incorporatedréference to Exhib
10.14 to Amendment No. 3 to the Comp’'s Registration Statement on Form 10 (File No.-36594) filed on January 9, 201*
10.1¢ Form of Indemnification Agreement entered into ketw Xenia Hotels & Resorts, Inc. and each of itsadbrs and executi

officers (incorporated by reference to Exhibit B)t& Amendment No. 3 to the Company’s RegistraBtatement on Form 10
(File No. 00:-36594) filed on January 9, 201

10.15 Revolving Credit Agreement by and among XHR LPyrdgcate of bank lenders, J.P. Morgan Securitie§ L\Wells Fargc
Securities, LLC, and KeyBanc Capital Markets las. joint lead arrangers and joint bookrunners, Yg&toChase Bank, N.A., as
administrative agent, Wells Fargo Bank, N.A. angBank National Association, as co-syndication agesd Bank of America,
N.A. and Citibank, N.A., as documentation agentged as of February 3, 2015 (incorporated by rateréo Exhibit 10.4 to th
Compan's Periodic Report on Forn-K (File No. 00:-36594) filed on February 9, 201

10.1¢ Parent Guaranty by Xenia Hotels & Resorts, Inctlierbenefit of JPMorgan Chase Bank, N.A., as ahtnative agent, dated
of February 3, 2015 (incorporated by referencexboiliit 10.5 to the Company’s Periodic Report onfr@-K (File No. 001-
36594) filed on February 9, 201

10.1¢ Form of Stock Payment Award Grant Notice and Agreeifincorporated by reference to Exhibit 10.6 €ompan’'s Periodic
Report on Form-K (File No. 00:-36594) filed on February 9, 201*
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21.1* Subsidiaries of Xenia Hotels & Resorts, |

23.1* Consent of KPMG LLF

31.1* Certification of Chief Executive Officer Pursuaat$ection 302 of the Sarba-Oxley Act of 200z

31.2* Certification of Chief Financial Officer Pursuant$ection 302 of the Sarba-Oxley Act of 2002

32.1* Certification of Chief Executive Officer and Chigfhancial Officer pursuant to Section 906 of theb8ae-Oxley Act of 200z

* Filed herewitr
+ Management contract or compensatory |
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f(tH)e Securities Exchange Act of 1934, the regiigthas duly caused this report to be signed
on its behalf by the undersigned, thereunto duth@ized.

XENIA HOTELS & RESORTS, INC.

By: /s/ MARCEL VERBAAS

Marcel Verbaa:

Director, President and Chief Executive Offi
Date: March 27, 201t

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed bblpthe following persons on behalf of the
registrant and in the capacities and on the datieated.

Signature Title Date

Director, President and Chief Executive Officelir{pipal March 27, 201!

By: /sl MARCEL VERBAAS executive officer

Name: Marcel Verbaa:
Executive Vice President, Chief Financial Officed; March 27, 201!
Treasurer (principal financial officer and prindipa

By: /sl ANDREW J. WELCF accounting officer

Name: Andrew J. Welct

By: /s/ JEFFREY H. DONAHUE Director March 27, 201!

Name: Jeffrey H. Donahu

By: /s/ JOHN H. ALSCHULER, JFk Director March 27, 201!

Name: John H. Alschuler, J

By: /sl KEITH E. BASS Director March 27, 201!
Name: Keith E. Bast

By: /sl THOMAS M. GARTLAND Director March 27, 201!
Name: Thomas M. Gartlan

By: /sl BEVERLY K. GOULET Director March 27, 201!
Name: Beverly K. Goule!

By: /s/ DENNIS D. OKLAK Director March 27, 201!
Name: Dennis D. Oklak

By: /sl MARY ELIZABETH McCORMICK Director March 27, 201!
Name: Mary Elizabeth McCormicl
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Entity Name
131 East Redwood (Landlord) L.L.

131 East Redwood (Tenant), L.L.
Brookhollow Beverage Corporatic
Evanston Hotel Associates, L.L.
Evanston Lessee, L.L.¢

IA Gainesville TRS L.L.C

IA Kessler Charleston Meeting TRS, L.L.
IA Kessler Charleston Meeting, L.L.!

IA Kessler Mountain Brook TRS, L.L.(

IA Kessler Mountain Brook, L.L.C

IA Lodging Alexandria King TRS, L.L.C

IA Lodging Alexandria King, L.L.C

IA Lodging Atlanta Waverly L.L.C

IA Lodging Atlanta Waverly TRS, L.L.C

IA Lodging Austin Arboretum GP, L.L.C
IA Lodging Austin Arboretum LF

IA Lodging Austin Arboretum LP, LLC

IA Lodging Austin Arboretum TRS GP, L.L.(
IA Lodging Austin Arboretum TRS L

IA Lodging Austin Arboretum TRS LP, LLt
IA Lodging Burlingame L.L.C

Exhibit 21.1

Jurisdiction of
Incorporation or Formation

Maryland

Maryland
Texas

Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
lllinois

Delaware
Delaware
lllinois

Delaware

Delaware



IA Lodging Burlingame TRS L.L.C

IA Lodging Celebration L.L.C

IA Lodging Celebration TRS L.L.C

IA Lodging Charleston Lee L.L.C

IA Lodging Charleston Lee TRS L.L.t
IA Lodging Chicago Wabash TRS, L.L.
IA Lodging Chicago Wabash, L.L.(

IA Lodging Dallas Akard Beverage Corporati

IA Lodging Dallas Akard GP, L.L.C

IA Lodging Dallas Akard LF

IA Lodging Dallas Akard LP, L.L.C

IA Lodging Dallas Akard TRS GP, L.L.C
IA Lodging Dallas Akard TRS LI

IA Lodging Dallas Akard TRS LP, L.L.C
IA Lodging Dallas Pearl GP, L.L.(C

IA Lodging Dallas Pearl LI

IA Lodging Dallas Pearl LP, L.L.C

IA Lodging Dallas Pearl TRS Member, L.L.

IA Lodging Dallas Pearl TRS, L.L.(C

IA Lodging Denver Champa TRS, L.L.

IA Lodging Denver Champa, L.L.C

IA Lodging Denver City Center TRS, L.L.(
IA Lodging Denver City Center, L.L.C

IA Lodging Gainesville L.L.C

Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Texas

Delaware
lllinois

Delaware
Delaware
lllinois

Delaware
Delaware
lllinois

Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware

Delaware



IA Lodging Garden Grove Harbor L.L.¢

IA Lodging Garden Grove Harbor TRS L.L.
IA Lodging Houston Galleria GP, L.L.(

IA Lodging Houston Galleria LP, L.L.C

IA Lodging Houston Galleria TRS GP, L.L.
IA Lodging Houston Galleria TRS LP, L.L.(
IA Lodging Houston Galleria TRS, L.|

IA Lodging Houston Galleria, L.F

IA Lodging Houston Oaks GP, L.L.(

IA Lodging Houston Oaks LP, L.L.C

IA Lodging Houston Oaks TRS GP, L.L.
IA Lodging Houston Oaks TRS LP, L.L.
IA Lodging Houston Oaks TRS, L.

IA Lodging Houston Oaks, L.

IA Lodging Key West TRS, L.L.C

IA Lodging Key West, L.L.C

IA Lodging Lexington Newtown L.L.C

IA Lodging Lexington Newtown TRS L.L.C
IA Lodging Napa First TRS, L.L.C

IA Lodging Napa First, L.L.C

IA Lodging Napa Solano L.L.C

IA Lodging Napa Solano TRS L.L.(

IA Lodging New Orleans TRS, L.L.(C

IA Lodging New Orleans, L.L.C

Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
lllinois

lllinois

Delaware
Delaware
Delaware
Delaware
lllinois

lllinois

Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware

Delaware



IA Lodging Orlando Downtown L.L.C

IA Lodging Orlando Downtown TRS L.L.C
IA Lodging Pittsburgh Penn DS

IA Lodging Pittsburgh Penn TRS D¢

IA Lodging Salt Lake City TRS, L.L.C

IA Lodging Salt Lake City, L.L.C

IA Lodging San Diego TRS, L.L.C

IA Lodging San Diego, L.L.C

IA Lodging Santa Clara TRS, L.L.(

IA Lodging Santa Clara, L.L.C

IA Lodging Savannah Barnard TRS, L.L.
IA Lodging Savannah Barnard, L.L.

IA Lodging Savannah L.L.C

IA Lodging Savannah TRS L.L.C

IA Lodging St. Louis TRS, L.L.C

IA Lodging St. Louis, L.L.C

IA Lodging Waikiki Beach TRS, L.L.C
IA Lodging Waikiki Beach, L.L.C

IA Lodging West Des Moines TRS, L.L.!
IA Lodging West Des Moines, L.L.(

IA Lodging Woodlands GP, L.L.C

IA Lodging Woodlands LFf

IA Lodging Woodlands LP, L.L.C

IA Lodging Woodlands TRS GP, L.L.(

Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
lllinois

Delaware

Delaware



IA Lodging Woodlands TRS L

IA Lodging Woodlands TRS LP, L.L.C

IA Urban Baltimore Hotel Associates I, L.L.
IA Urban Hotels Atlanta Century TRS, L.L.
IA Urban Hotels Atlanta Century, L.L.(

IA Urban Hotels Baltimore TRS, L.L.(

IA Urban Hotels Baltimore, L.L.C

IA Urban Hotels Birmingham TRS, L.L.(

IA Urban Hotels Birmingham, L.L.C

IA Urban Hotels Cambridge TRS, L.L.

IA Urban Hotels Cambridge, L.L.C

IA Urban Hotels Chicago TRS, L.L.(

IA Urban Hotels Chicago, L.L.C

IA Urban Hotels Denver TRS, L.L.(

IA Urban Hotels Denver, L.L.C

IA Urban Hotels Fort Worth GP, L.L.C

IA Urban Hotels Fort Worth Limited Partnerst
IA Urban Hotels Fort Worth LP, L.L.C

IA Urban Hotels Fort Worth TRS GP, L.L.
IA Urban Hotels Fort Worth TRS Limited Partners
IA Urban Hotels Fort Worth TRS LP, L.L.(
IA Urban Hotels Houston GP, L.L.(

IA Urban Hotels Houston Limited Partners|
IA Urban Hotels Houston LP, L.L.C

lllinois

Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware

Delaware



IA Urban Hotels Houston TRS GP, L.L.

IA Urban Hotels Houston TRS Limited Partners
IA Urban Hotels Houston TRS LP, L.L.!

IA Urban Hotels Hunt Valley TRS, L.L.C

IA Urban Hotels Hunt Valley, L.L.C

IA Urban Hotels Phoenix TRS, L.L.(

IA Urban Hotels Phoenix, L.L.C

IA Urban Hotels Washington DC Franklin TRS, L.L
IA Urban Hotels Washington DC Franklin, L.L.
IA Urban Hotels Washington DC Terrace TRS, L.L
IA Urban Hotels Washington DC Terrace, L.L
IA Winston Hotels Chelsea TRS, L.L.

IA Winston Hotels Kansas City TRS, L.L.

IA Winston Hotels Kansas City, L.L.(

XHR Acquisitions, L.L.C.

XHR Bottling Court, LLC

XHR GP, Inc.

XHR Holding, Inc.

XHR LP

XHR Management, L.L.C

XHR Payment Manager, L.L.(

Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware

Delaware



Exhibit 23.1
Consent of Independent Registered Public Accountingirm

The Board of Directors
Xenia Hotels & Resorts, Inc.:

We consent to the incorporation by reference inrélggstration statement (No. 333-201829) on Forehd@-Xenia Hotels & Resorts, Inc. of our
report dated March 27, 2015, with respect to thelioed consolidated balance sheets of Xenia H&t&esort, Inc. as of December 31, 2014
and 2013, and the related combined consolidatéensémts of operations, changes in equity, and fbasis, for each of the years in the three-
year period ended December 31, 2014, and the ddiatncial statement schedule Ill, which reponegrs in the December 31, 2014 ant
report on Form 10-K of Xenia Hotels & Resorts, I@ur report refers to a change in method of acéogritr discontinued operations in 2014
due to the adoption of Accounting Standards Up#@afet-08 Reporting Discontinued Operations and DisclosureBisposals of Components
an Entity.

/s KPMG LLP

Chicago, Illinois
March 27, 2015



Exhibit 31.1

Certification of Chief Executive Officer Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

[, Marcel Verbaas, certify that:

1.
2.

| have reviewed this Annual Report on Forn-K of Xenia Hotels & Resorts, Inc

Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omsttéde a material fact necessanr
make the statements made, in light of the circuntgts under which such statements were made, nigtagiisg with respect to the period
covered by this repor

Based on my knowledge, the financial statement$ oéimer financial information included in this repdairly present in all materi:
respects the financial condition, results of operatand cash flows of the registrant as of, angdtfie periods presented in this rep

The registrar's other certifying officer and | are responsibledstablishing and maintaining disclosure contaoid procedures (as defin
in Exchange Act Rules 1-15(e) and 15-15(e)) for the registrant and ha

(a) Designed such disclosure controls and proceduresiused such disclosure controls and proceduites designed under o
supervision, to ensure that material informatidatieg to the registrant, including its consolidhsbsidiaries, is made known to us
by others within those entities, particularly dgrithe period in which this report is being prepa

(b) Evaluated the effectiveness of the regis’s disclosure controls and procedures and presémthis report our conclusions about
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psnt based on such evaluation;

(c) Disclosed in this report any change in the regid’s internal control over financial reporting thatoed during the registré' s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repost) las materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; &

The registrar's other certifying officer and | have disclosedsdzhon our most recent evaluation of internal abmatver financial reporting
to the registrar's auditors and the audit committee of the regit's board of directors (or persons performing thevedent functions)

(&) All significant deficiencies and material weaknessethe design or operation of internal contra¢iofinancial reporting which ai
reasonably likely to adversely affect the regig’s ability to record, process, summarize and repmhcial information; an

(b) Any fraud, whether or not material, that involveamagement or other employees who have a significéatn the registra’s
internal control over financial reportin

Date: March 27, 2015

/sl MARCEL VERBAAS
Marcel Verbaas
President
and Chief Executive Officer
(Principal Executive Officer




Exhibit 31.2

Certification of Chief Financial Officer Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

[, Andrew J. Welch, certify that:

1.
2.

| have reviewed this Annual Report on Forn-K of Xenia Hotels & Resorts, Inc

Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omsttéde a material fact necessanr
make the statements made, in light of the circuntgts under which such statements were made, nigtagiisg with respect to the period
covered by this repor

Based on my knowledge, the financial statement$ oéimer financial information included in this repdairly present in all materi:
respects the financial condition, results of operatand cash flows of the registrant as of, angdtfie periods presented in this rep

The registrar's other certifying officer and | are responsibledstablishing and maintaining disclosure contaoid procedures (as defin
in Exchange Act Rules 1-15(e) and 15-15(e)) for the registrant and ha

(a) Designed such disclosure controls and proceduresiused such disclosure controls and proceduites designed under o
supervision, to ensure that material informatidatieg to the registrant, including its consolidhsbsidiaries, is made known to us
by others within those entities, particularly dgrithe period in which this report is being prepa

(b) Evaluated the effectiveness of the regis’s disclosure controls and procedures and presémthis report our conclusions about
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psnt based on such evaluation;

(c) Disclosed in this report any change in the regid’s internal control over financial reporting thatoed during the registré' s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repost) las materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; &

The registrar's other certifying officer and | have disclosedsdzhon our most recent evaluation of internal abmatver financial reporting
to the registrar's auditors and the audit committee of the regit's board of directors (or persons performing thevedent functions)

(&) All significant deficiencies and material weaknessethe design or operation of internal contra¢iofinancial reporting which ai
reasonably likely to adversely affect the regig’s ability to record, process, summarize and repmhcial information; an

(b) Any fraud, whether or not material, that involveamagement or other employees who have a significéatn the registra’s
internal control over financial reportin

Date: March 27, 2015

/s/ ANDREW J. WELCF
Andrew J. Welch
Executive Vice President, Chief Financ
Officer and Treasurer
(Principal Financial Officer)




Exhibit 32.1

Certification of Chief Executive Officer and Chief Financial Officer
Pursuant To 18 U.S.C. Section 1350,
as Adopted Pursuant to
Section 906 of The Sarbanes-Oxley Act of 2002

In connection with the Annual Report of Xenia Het& Resorts, Inc. (“XHR”) on Form 10-K for the pedi ending December 31, 2014 as filed
with the Securities and Exchange Commission oréte hereof (the “Report”), the undersigned officafr XHR certify, pursuant to 18 U.S.C.
section 1350, as adopted pursuant to Section 90&darbanes-Oxley Act of 2002, that to such efficknowledge:

(1) The Report fully complies with the requirementsettion 13(a) or 15(d) of the Securities Exchangeof1934, as amended; a

(2) The information contained in the Report fairly mets, in all material respects, the financial cbadiand results of operations
XHR.

Date: March 27, 2015

/sl MARCEL VERBAAS
Marcel Verbaas
President
and Chief Executive Officer
(Principal Executive Officer

/s/ ANDREW J. WELCF
Andrew J. Welch
Executive Vice President, Chief Financial Officaed:
Treasurer
(Principal Financial Officer)

A signed original of this written statement reqditey Section 906 has been provided to XHR andheiltetained by XHR and furnished to the
Securities and Exchange Commission or its stafhupquest.

The foregoing certification is being furnished $pleursuant to 18 U.S.C. Section 1350 and is nitghiled as a part of the Report or on a
separate disclosure docume



