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IMPORTANT NOTICE 
 
This announcement is for information only and does not constitute an offer of, or invitation to subscribe 
or purchase or solicitation of subscriptions or purchases of Stapled Securities in Eagle Hospital Trust 
(“EHT”) any jurisdiction nor should it or any part of it form the basis of, or be relied upon in connection 
with, any contract or commitment or any investment decision whatsoever. 
 
The value of the Stapled Securities and the income derived from them may fall as well as rise. Stapled 
Securities are not obligations of, deposits in, or guaranteed by, the REIT Manager, the Trustee-Manager, 
DBS Trustee Limited (as trustee of EH-REIT), Urban Commons, LLC (as sponsor of EHT), the Sole 
Financial Adviser and Issue Manager, the Joint Global Coordinators and the Joint Bookrunners and 
Underwriters or any of their respective affiliates, advisers or representatives. 
 
An investment in the Stapled Securities is subject to investment risks, including the possible loss of the 
principal amount invested. Holders of Stapled Securities (“Stapled Securityholders”) have no right to 
request that the Managers redeem or purchase their Stapled Securities while the Stapled Securities are 
listed. It is intended that Stapled Securityholders may only deal in their Stapled Securities through 
trading on Singapore Exchange Securities Trading Limited (the “SGX-ST”). Listing of the Stapled 
Securities on the SGX-ST does not guarantee a liquid market for the Stapled Securities. 
 
This announcement may contain forward-looking statements that involve assumptions, risks and 
uncertainties. Actual future performance, outcomes and results may differ materially from those 
expressed in forward-looking statements as a result of a number of risks, uncertainties and assumptions. 
Predictions, projections or forecasts of the economy or economic trends of the markets are not 
necessarily indicative of 
the future or likely performance of EHT. The forecast financial performance of EHT is not guaranteed. A 
potential investor is cautioned not to place undue reliance on these forward-looking statements, which 
are based on the Managers’ current view of future events. 
 
This announcement is not an offer or sale of the Stapled Securities in the United States. The Stapled 
Securities have not been and will not be registered under the Securities Act and may not be offered or 
sold in the United States absent registration except pursuant to an exemption from, or in a transaction 
not subject to, the registration requirements under the Securities Act. Any public offering of the Stapled 
Securities in the United States would be made by means of a prospectus that would contain detailed 
information about EHT, EH-REIT, EH-BT, the Managers and their management, as well as financial 
statements. The Managers do not intend to conduct a public offering of the Stapled Securities in the 
United States. The Stapled Securities are being offered and sold outside the United States (including to 
institutional and other investors in Singapore) in reliance on Regulation S under the Securities Act. 
 
This announcement is not to be distributed or circulated outside of Singapore. Any failure to comply with 
this restriction may constitute a violation of the Securities Act or the applicable laws of other jurisdictions. 



Unitholders 
Eagle Hospitality Business Trust
(Constituted under a Trust Deed in the Republic of Singapore)
Eagle Hospitality Real Estate Investment Trust
(Constituted under a Trust Deed in the Republic of Singapore)

Report on the audit of the financial statements

Disclaimer of opinion

We were engaged to audit:

•	 the	 financial	 statements	 of	 Eagle	 Hospitality	 Business	 Trust	 (“EH-BT”),	 which	 comprise	 the	 statement	 of	 financial	
position	as	at	31	December	2019,	the	statement	of	comprehensive	income,	statement	of	movements	in	unitholders’	
funds	and	statement	of	cash	flows	of	EH-BT	for	the	period	from	11	April	2019	(date	of	constitution)	to	31	December	
2019,	and	notes	to	the	financial	statements,	including	a	summary	of	significant	accounting	policies;

•	 the	consolidated	financial	statements	of	Eagle	Hospitality	Real	Estate	Investment	Trust	(“EH-REIT”)	and	its	subsidiaries	
(the	“EH-REIT	Group”),	which	comprise	the	statement	of	financial	position	and	portfolio	statement	as	at	31	December	
2019,	the	statement	of	comprehensive	 income,	statement	of	changes	in	unitholders’	 funds	and	statement	of	cash	
flows	of	the	EH-REIT	Group	for	the	period	from	11	April	2019	(date	of	constitution)	to	31	December	2019,	and	notes	to	
the	financial	statements,	including	a	summary	of	significant	accounting	policies;	and

•	 the	consolidated	financial	statements	of	Eagle	Hospitality	Trust,	which	comprise	the	statement	of	financial	position	
and	portfolio	statement	as	at	31	December	2019,	the	statement	of	comprehensive	income,	distribution	statement,	
statement	of	changes	in	unitholders’	funds	and	statement	of	cash	flows	of	Eagle	Hospitality	Trust	for	the	period	from	
11	April	2019	(date	of	constitution)	to	31	December	2019,	and	notes	to	the	financial	statements,	including	a	summary	
of	significant	accounting	policies;

as	set	out	on	pages	86	to	157.	Eagle	Hospitality	Trust,	which	comprises	EH-BT	and	the	EH-REIT	Group,	is	hereinafter	referred	
to	as	“EHT”.

Because	of	the	significance	of	the	matters	described	in	the	‘Basis for disclaimer of opinion’	section	of	our	report,	we	have	
not	been	able	to	obtain	sufficient	appropriate	audit	evidence	to	provide	a	basis	 for	an	audit	opinion	on	these	financial	
statements.	Accordingly,	we	do	not	express	an	opinion	on	the	accompanying	financial	statements	of	EH-BT	and	consolidated	
financial	statements	of	EH-REIT	Group	and	EHT.

Basis for disclaimer of opinion

As	disclosed	in	note	2	to	the	financial	statements,	EH-REIT	and	EHT	are	exposed	to	significant	credit	risk	from	the	master	
lessees	of	their	investment	properties	which	are	indirect	wholly	owned	subsidiaries	of	Urban	Commons,	LLC	(each	a	“Master	
Lessee”	and	collectively,	the	“Master	Lessees”),	and	both	the	EH-REIT	Group	and	EHT’s	going	concern	is	dependent	on	their	
receiving	rental	payments	from	the	Master	Lessees	and	the	Master	Lessees	fulfilling	their	obligations	under	the	master	
lease	agreements.		The	ability	of	the	Master	Lessees	to	make	rental	payments	and	fulfil	their	obligations	under	the	master	
lease	agreements	is	substantially	dependent	on	the	profitability	of	the	operations	of	the	properties	leased	by	the	Master	
Lessees.	
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As	at	31	December	2019,	there	were	the	following	circumstances	experienced	by	the	EH-REIT	Group:

(i)	 The	EH-REIT	Group	recorded	trade	receivables	of	US$5.0	million	from	the	Master	Lessees,	which	were	past	due	based	
on	payment	terms	set	out	in	the	master	lease	agreements	(each	a	“MLA”	and	collectively,	the	“MLAs”)	(see	note	22).	At	
the	date	of	issuance	of	these	financial	statements,	the	trade	receivables	have	been	fully	settled	by	the	Master	Lessees	
post	31	December	2019.	

(ii)	 Under	the	terms	of	the	MLAs,	the	Master	Lessees	are	to	provide	security	deposits,	by	way	of	cash	or	letter	of	credit,	
totaling	to	US$43.65	million,	within	14	days	of	24	May	2019	(the	“Listing	Date”).	As	at	31	December	2019,	the	Master	
Lessees	had	furnished	to	the	EH-REIT	Group	US$23.65	million	in	cash	as	security	deposits.	Subsequent	to	year	end,	
the	EH-REIT	Group	received	an	additional	US$5.0	million	of	security	deposits.	At	the	date	of	issuance	of	these	financial	
statements,	the	EH-REIT	Group	had	received	security	deposits	of	US$28.65	million	in	cash	from	the	Master	Lessees	
(see	note	10).	The	EH-REIT	Group	had	agreed	to	grant	extensions	of	time	to	the	Master	Lessees	to	furnish	the	full	
amount	of	the	security	deposits,	requiring	the	Master	Lessees	to	provide	the	remaining	security	deposits	of	US$15.0	
million	by	8	June	2020	in	cash	and/or	letter	of	credit,	which	the	Master	Lessees	had	not	done	so	at	the	date	of	issuance	
of	these	financial	statements	(see	note	(h)	below).	The	security	deposits	are	pledged	to	a	financial	institution	for	credit	
facilities	granted	to	the	EH-REIT	Group	(see	note	7).	

(iii)	 Under	the	terms	of	the	MLAs,	the	Master	Lessees	are	required	to	make	a	contribution	to	the	EH-REIT	Group	each	
fiscal	quarter	for	the	purpose	of	funding	maintenance	and	capital	improvement	works	at	the	investment	properties	
(“CIF	Contribution”).	 	 The	MLA	 for	 each	property	 specifies	 that	 such	CIF	Contribution	 is	 specific	 to	 each	property.	 
As	at	31	December	2019,	CIF	Contribution	amounting	 to	US$3.2	million	 (note	5)	had	not	been	 received	 from	 the	
Master	Lessees.	

Subsequent	to	31	December	2019,	as	set	out	in	note	2	to	the	financial	statements,	there	were	the	following	key	events:

(a)	 The	Master	Lessees	indicated	to	the	REIT	Manager	and	the	Trustee-Manager	(collectively,	the	“Managers”)	that	there	
had	been	delays	in	payments	from	debtors	at	certain	properties	which	caused	shortfalls	in	payments	by	the	Master	
Lessees	to	EH-REIT.	Accordingly,	the	Managers	took	measures	to	draw	down	on	the	security	deposits.	

(b)	 Bank	of	America,	N.A.,	 as	administrative	agent	 (“Administrative	Agent”)	 for	 the	 syndicate	of	 lenders	 (“Lenders”)	 in	
respect	of	the	syndicated	credit	agreement	dated	16	May	2019	(the	“Facilities	Agreement”),	had	issued	a	notice	of	
default	and	acceleration	(the	“Notice”)	of	the	Facilities	Agreement.	The	Notice	provided	that	the	Administrative	Agent,	
on	 behalf	 of	 the	 Lenders,	 is	 entitled	 to	 and	 is	 exercising	 its	 rights	 and	 remedies	 under	 the	 Facilities	 Agreement,	
including	the	right	to	accelerate	the	term	loan	facilities	and/or	revolving	credit	facility	of	which	US$341	million	had	
been	borrowed	to	date	(the	“Loan”),	as	a	result	of	which	a	principal	amount	of		US$341	million	was	declared	to	have	
become	immediately	due	and	owing.		On	behalf	of	the	Lenders,	the	Administrative	Agent,	in	its	assertion	of	its	rights	
and	remedies	following	the	issuance	of	the	Notice,	had	also	restricted	access	to	certain	bank	accounts	of	EH-REIT's	
subsidiaries	and	the	Master	Lessees	that	were	established	with	the	Administrative	Agent.	The	REIT	Manager	has	also	
provided	irrevocable	instructions	to	DBS	Bank	(Hong	Kong)	Limited	not	to	cause	or	permit	any	withdrawal	or	transfers	
from	the	bank	account	of	an	EH-REIT	subsidiary	held	with	DBS	Bank	(Hong	Kong)	Limited,	whilst	discussions	with	the	
Administrative	Agent	and	the	Lenders	are	ongoing	during	the	temporary	forbearance	period.	The	Facilities	Agreement	
also	provides	that	no	Borrower	may,	directly	or	indirectly,	declare,	order,	make	or	set	apart	any	sum	for	or	pay	any	
dividend	or	distribution	following	the	acceleration	of	the	Loan.	At	the	date	of	issuance	of	these	financial	statements,	
EHT	has	entered	 into	documentation	with	the	Administrative	Agent	and	the	Lenders	for	a	temporary	forbearance	
from	exercising	their	asserted	rights	and	remedies	pending	further	discussion.	
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(c)	 The	Managers	received	a	notice	of	default	and	demand	for	payment	(the	“DW	Notice”)	in	relation	to	the	mortgage	
loan	(the	“DW	Mortgage	Loan”)	in	respect	of	the	Delta	Hotels	by	Marriott	Woodbridge	(“Delta	Woodbridge”)	property	
with	a	principal	amount	of	US$35.0	million	issued	by	Wells	Fargo,	National	Association	(“Wells	Fargo”).	The	DW	Notice	
states	that	Wells	Fargo’s	rights	and	remedies	include,	(i)	the	right	to	declare	the	outstanding	principal	amount	under	
the	DW	Mortgage	Loan	(together	with	all	interest	accrued	and	unpaid	thereon)	and	all	other	sums	due	immediately	
due	and	payable;	(ii)	the	right	to	cause	the	loan	to	bear	interest	at	the	default	rate;	and	(iii)	the	right	to	foreclose	on	the	
collateral.	The	DW	Notice	further	indicates	that	Wells	Fargo	has	exercised	its	right	to	cause	the	loan	to	bear	interest	at	
the	default	rate	calculated	from	1	April	2020	(being	the	date	that	the	outstanding	sum	were	due)	and	demanded	for	
payment	in	full	of	all	amounts	currently	due	and	payable	under	the	loan.	

	 The	DW	Mortgage	Loan	is	secured	against	the	Delta	Woodbridge	property	with	a	carrying	value	of	US$78.5	million	as	
at	31	December	2019.		

 
(d)	 Following	 the	 default	 of	 the	 Loan,	 the	 REIT	 Manager	 had	 received	 a	 notice	 of	 termination	 of	 the	 interest	 rate	

swap	 agreement	 (the	 “BOTW	 Interest	 Rate	 Swap	 Agreement”)	 entered	 into	 between	 EH-REIT	 (through	 one	 of	 its	
subsidiaries)	and	Bank	of	the	West	(“BOTW”)	in	relation	to	the	Loan	under	the	Facilities	Agreement.		The	Managers	
had	subsequently	received	another	letter	from	BOTW	stating	that	the	total	amounts	owing	under	the	BOTW	Interest	
Rate	Swap	Agreement	was	approximately	US$18.3	million,	with	default	interest	accruing	on	such	amount	with	effect	
from	the	termination	date	in	accordance	with	the	applicable	provisions	of	the	BOTW	Interest	Rate	Swap	Agreement.	
This	amount	has	become	due	and	payable.	

(e)	 The	Managers	have	been	informed	that	several	of	the	Master	Lessees	have	received	notices	of	defaults	from	the	hotel	
managers	of	certain	properties	for	defaults	by	such	Master	Lessees	under	the	relevant	hotel	management	agreements	
(“HMAs”)	for	the	properties	as	a	result	of,	 inter alia,	 the	certain	Master	Lessees'	failure	to	provide	and/or	maintain	
sufficient	working	capital	for	the	hotels’	operations,	and	additional	defaults	from	the	failure	to	pay	management	fees	
and/or	make	funds	available	for	the	payment	of	hotel	operating	expenses	(“HMA	Default	Notices”).	In	addition,	the	
Managers	were	informed	that	certain	Master	Lessees	have	received	notices	of	termination	from	the	hotel	managers	
for	certain	properties	under	the	relevant	HMAs	as	a	result	of	these	certain	Master	Lessees'	failure	to	cure	its	default	
(among	other	items)	of	maintaining	sufficient	working	capital	for	the	hotels’	operations.		

	 The	Managers	were	also	informed	that	certain	Master	Lessees	had	received	further	notices	of	default	from	the	hotel	
managers	of	certain	hotels	for	defaults	by	the	relevant	Master	Lessees	under	the	HMAs	as	a	result	of,	inter alia,	such	
Master	Lessee’s	failure	to	timely	pay	the	key	money	due	under	the	relevant	HMAs	as	demanded	by	the	relevant	hotel	
managers	(“HMA	Key	Money	Default	Notices”).

	 Certain	corresponding	Master	Lessors	(being	subsidiaries	of	EH-REIT),	at	the	direction	of	the	REIT	Manager	and	with	
the	approval	of	 the	REIT	Trustee,	 the	Administrative	Agent	 and	 the	 Lenders,	have	 instituted	 temporary	 caretaker	
arrangements	with	the	incumbent	or	a	new	hotel	manager	for	certain	properties	whose	HMAs	have	been	terminated	
or	which	the	applicable	hotel	manager	was	threatening	to	reduce	management	services	and/or	abandon	the	hotel	
in	the	absence	of	imminent	caretaker	action,	under	which	such	hotel	managers	are	providing	temporary	caretaker	
services	at	the	applicable	hotel	in	exchange	for	payment	of	monthly	caretaker	costs	by	the	applicable	Master	Lessors.
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(f)	 The	Managers	were	informed	by	their	United	States	legal	counsel	that	there	were	six	non-disturbance	agreements	
(collectively,	the	“NDAs”)	entered	into	(post	the	initial	public	offering	of	EHT)	by	certain	former	directors	of	the	REIT	
Manager	(who	are	also	the	indirect	controlling	shareholders	of	Urban	Commons,	LLC	(the	“Sponsor”))	on	behalf	of	
certain	subsidiaries	of	EH-REIT	(as	Master	Lessors)	with	the	corresponding	Master	Lessees	(the	“NDA	Master	Lessees”)	
and	the	relevant	hotel	manager.	Two	NDAs	were	entered	into	during	the	financial	period	ended	31	December	2019	
(“2019	NDAs”)	and	four	NDAs	were	entered	into	in	the	year	2020	(“2020	NDAs”).

	 Under	 each	 of	 the	NDAs,	 each	 of	 the	 relevant	Master	 Lessor	 had	 undertaken	 to	 (i)	 guarantee	 the	 payment	 and	
performance	of	all	obligations	of	the	respective	NDA	Master	Lessees	under	the	corresponding	HMA	at	all	times	during	
the	term	of	the	applicable	MLA	(save	for	certain	exceptions	under	certain	NDAs),	including	the	payment	of	the	base	
fees,	 incentive	 fees,	 centralised	 services	 charges,	 reimbursable	 expenses,	 indemnification	 obligations	 (if	 any)	 and	
operating	costs,	and	(ii)	 in	the	event	of	any	termination	of	the	applicable	MLA,	to	assume	(or	cause	a	new	Master	
Lessee	to	assume)	all	of	the	obligations	of	the	relevant	NDA	Master	Lessees	under	the	applicable	HMA,	and	for	certain	
NDAs,	including	those	arising	prior	to	the	termination	of	the	applicable	MLA.					

	 In	addition,	under	three	of	the	NDAs,	the	relevant	Master	Lessor	agreed	to	repay	key	money	under	the	applicable	
HMAs	in	the	event	that	the	key	money	become	due	and	payable	thereunder	(including	without	limitation,	in	the	event	
the	key	money	becomes	immediately	due	and	payable	because	of	an	event	of	default	by	the	applicable	NDA	Master	
Lessee	under	the	applicable	HMA),	save	for	certain	exceptions	and	except	as	otherwise	provided	for	in	the	NDAs.		

	 As	at	31	December	2019,	no	notice	of	default	had	been	received	by	the	applicable	Master	Lessors	relating	to	the	2019	
NDAs.		As	at	the	date	of	issuance	of	these	financial	statements,	pursuant	to	the	2019	NDAs	and	2020	NDAs,	the	EH-
REIT	Group	has	received	notices	of	demand	from	the	relevant	hotel	managers	of	four	properties	for	failing	to	fund	
delinquent	working	capital	amounts	and/or	repayment	of	key	monies,	as	a	result	of	the	relevant	Master	Lessee	failing	
to	fund	and/or	pay	such	amounts.	

(g)	 In	 February	 2020,	 the	 REIT	Manager	 had	 declared	 a	 distribution	 amounting	 to	 approximately	US$30.4	million,	 in	
respect	of	the	period	from	24	May	2019	to	31	December	2019	(the	“Distribution”).	The	Facilities	Agreement	provides	
that	no	Borrower	may,	directly	or	 indirectly,	declare,	order,	make	or	set	apart	any	sum	for	or	pay	any	dividend	or	
distribution	 following	 the	 acceleration	 of	 the	 Loan.	 In	 the	Notice,	 the	 Administrative	 Agent	 expressly	 highlighted	
this	 restriction	against	 the	payment	of	 any	distribution.	 The	payment	of	 the	Distribution	had	been	 suspended	 in	
compliance	with	one	of	the	key	conditions	set	by	the	Administrative	Agent	and	the	Lenders	in	agreeing	to	a	temporary	
forbearance	from	exercising	their	rights	as	a	result	of	the	issuance	of	the	Notice	in	relation	to	the	Facilities	Agreement	
(as	disclosed	in	note	(b)	above).	

 
	 The	Managers	and	the	REIT	Trustee,	having	received	and	reviewed	the	advice	of	their	professional	advisers	and	after	

consideration,	had	determined	that	it	is	in	the	best	interest	of	EHT	and	the	Stapled	Securityholders	to	utilise	available	
funds	of	EH-REIT	(including	in	particular	the	funds	constituting	the	security	deposits	available	to	EH-REIT	as	permitted	
under	the	terms	of	the	MLAs,	and	funds	that	were	originally	intended	for	the	payment	of	the	distribution	to	Stapled	
Securityholders	of	approximately	US$30.4	million	 for	 the	period	 from	24	May	2019	 (being	 the	 listing	date	of	EHT)	
to	31	December	2019)	 to	 fund	 the	necessary	and	 critical	 expenses	of	 EHT	and	 its	underlying	portfolio	 to	protect	
and	safeguard	the	asset	value	of	EHT's	portfolio,	to	the	extent	appropriate	and	necessary	and	in	such	manner	and	
proportion	as	may	be	agreed	with	the	Administrative	Agent	and	the	Lenders.	

INDEPENDENT 
AUDITORS’ REPORT

EAGLE HOSPITALITY TRUST ANNUAL REPORT 201978



(h)	 The	Master	Lessees	had	not	provided	the	remaining	outstanding	security	deposits	of	approximately	US$15.0	million	
either	in	cash	and/or	letter	of	credit	by	the	stipulated	extended	deadline	(see	note	(ii)	above),	which,	in	turn,	constitutes	
an	event	of	default	under	the	relevant	MLAs	(the	"SD	Defaults").	Accordingly,	the	EH-REIT	Group	has	issued	notices	of	
default	in	respect	of	the	SD	Defaults	to	the	Master	Lessees.	As	at	the	date	of	issuance	of	these	financial	statements,	
the	Master	Lessees	have	yet	to	furnish	the	outstanding	security	deposits.	

	 As	at	the	date	of	issuance	of	these	financial	statements,	the	fixed	rent	for	the	months	of	January	2020	to	July	2020	
and	the	variable	rent	for	the	first	two	quarters	of	2020	remain	substantially	outstanding	and	unpaid	by	the	Master	
Lessees,	which	constitutes	events	of	default	by	the	Master	Lessees	under	the	MLAs.		The	EH-REIT	Group	has	applied	
the	security	deposits	provided	by	the	Master	Lessees	to	the	payment	of	certain	outstanding	obligations	of	certain	
properties	as	permitted	pursuant	to	the	applicable	MLAs.		In	addition,	the	defaults	by	the	Master	Lessees	under	the	
HMAs	as	a	result	of,	inter alia,	the	Master	Lessees’	failure	to	provide	and/or	maintain	sufficient	working	capital	for	the	
hotels’	operations	(see	note	(e)	above),	and	additional	defaults	resulting	from	the	failure	to	pay	management	fees	
and/or	failure	to	make	funds	available	for	the	payment	of	hotel	operating	expenses,	constitute	additional	defaults	
and/or	events	of	default	under	the	respective	MLAs	by	the	Master	Lessee.		As	announced	by	the	Managers	on	29	June	
2020,	in	light	of	the	above	defaults	under	the	HMAs,	and	together	with	additional	defaults	and	events	of	default	on	
other	obligations	under	the	relevant	MLAs	by	the	Master	Lessees,	the	Master	Lessors	had,	on	18	June	2020,	issued	a	
separate	notice	in	respect	of	the	defaults	and	events	of	default	under	the	MLAs	to	the	Master	Lessees.	The	Managers	
had,	on	5	August	2020,	issued	a	second	notice	to	the	Master	Lessees	in	respect	of	the	events	of	default	which	had	
occurred	and	are	continuing	under	each	MLA	by	the	applicable	Master	Lessee	in	connection	with	the	operation	of	
each	of	the	properties	pursuant	to	the	MLA.	

(i)	 The	City	of	Pasadena	has	initiated	proceedings	in	the	United	States	in	relation	to	one	of	EH-REIT	Group’s	properties,	
Sheraton	Pasadena	(the	“Complaint”).		The	defendants	are	the	Sponsor	and	its	related	entities	(the	“Defendants”).	The	
Complaint	alleged	(among	other	causes	of	action),	inter alia,	that	the	Defendants	(i)	remain	delinquent	to	pay	certain	
outstanding	transient	occupancy	taxes	(“TOT”)	and	tourism	business	improvement	districts	(“TBID”)	assessments	to	
the	City	of	Pasadena	for	the	period	of	May	2019	through	February	2020	(as	of	the	date	of	the	Complaint);	(ii)	failed	and	
refused	to	hold	the	TOT	principal	in	trust	for	the	account	of	the	City	of	Pasadena	from	the	time	the	TOT	was	collected	
from	each	hotel	guest	until	remitted	to	the	City	of	Pasadena	and	failed	and	refused	to	remit	the	said	monies	to	the	City	
of	Pasadena;	and	(iii)	failed	to	pay	to	the	City	of	Pasadena	the	TBID	assessment	(based	on	gross	occupancy	revenues),	
as	required	pursuant	to	the	relevant	City	of	Pasadena	municipal	legislation.	

	 Pursuant	 to	 the	 terms	 of	 the	MLA	 in	 respect	 of	 the	 Sheraton	 Pasadena	 property,	 the	 relevant	Master	 Lessee	 is	
responsible	for	the	payment	of	such	TOT	and	TBID	monies	to	the	City	of	Pasadena	and	the	Master	Lessee's	failure	to	
timely	pay	such	outgoings	by	the	due	date	for	payment	constitutes	an	event	of	default	by	the	Master	Lessee	under	the	
applicable	MLA.	Nevertheless,	the	Managers	have	been	informed	that	the	hotel	manager	of	the	Sheraton	Pasadena	
had	filed	a	cross-complaint	against	the	relevant	Master	Lessee	and	the	Master	Lessor	of	the	Sheraton	Pasadena	(being	
a	subsidiary	of	EH-REIT)	(the	“Cross-Complaint”)	alleging	that	there	existed	a	unity	of	interest	in	ownership	between	
the	Master	Lessee	and	the	Master	Lessor,	and	requesting	that	the	Superior	Court	for	the	State	of	California	grant,	 
inter alia,	the	judgement	against	both	the	Master	Lessee	and	the	Master	Lessor	of	the	Sheraton	Pasadena	that	(a)	
the	hotel	manager	be	fully	indemnified	and	held	harmless	from	and	against	any	settlement	entered	or	judgement	
rendered	against	it	in	the	litigation	brought	by	the	City	of	Pasadena	against	the	hotel	manager;	and	(b)	if	the	City	of	
Pasadena	recovers	any	sums	against	 the	hotel	manager,	 then	 the	hotel	manager	should	have	 judgement	against	
the	Master	Lessee	and/or	the	Master	Lessor	of	the	Sheraton	Pasadena,	and	each	of	them,	 in	an	amount	equal	to	
the	judgement	of	the	City	of	Pasadena,	in	addition	to	its	costs	and	expenses	(including	attorneys’	fees)	in	connection	
with	the	City	of	Pasadena’s	Complaint.	The	Managers	are	currently	consulting	their	professional	advisers	as	to	the	
appropriate	course	of	action	to	be	taken	as	regards	to	the	Cross-Complaint.

	 In	the	event	that	the	Defendants	(including	the	relevant	Master	Lessee)	do	not	litigate	and/or	settle	the	Complaint	
and	the	relevant	Master	Lessor	is	unable	to	defeat	the	cross-complaint,	the	EH-REIT	Group	and	EHT	may	have	to	incur	
additional	expenses	and	liabilities.	
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(j)	 The	Managers	have	been	informed	that,	based	on	publicly	available	information,	delinquent	taxes	and/or	tax	liens,	in	
addition	to	certain	judgement	and/or	mechanics’	liens,	were	filed	on	the	title	of	certain	of	EH-REIT	Group’s	properties	
by	various	taxing	authorities	and	third-party	service	providers	on	account	of	unpaid	taxes	and/or	amounts	for	services	
rendered	and/or	materials	provided	by	such	third-party	service	providers	for	the	improvement	and/or	renovation	of	
the	relevant	hotels.	In	the	21	June	2020	announcement	made	by	EHT,	the	hotels	with	tax	liens	are	the	(1)	Embassy	
Suites	by	Hilton	Anaheim	North;	 (2)	Holiday	 Inn	Hotel	&	Suites	Anaheim	North;	 (3)	Embassy	Suites	by	Hilton	Palm	
Desert;	(4)	Sheraton	Pasadena;	(5)	Westin	Sacramento;	(6)	Four	Points	by	Sheraton	San	Jose	Airport;	(7)	Holiday	Inn	and	
Suites	San	Mateo;	(8)	Crowne	Plaza	Danbury;	(9)	Holiday	Inn	Resorts	Orlando	Suites	–	Waterpark;	and	(10)	The	Queen	
Mary	Long	Beach.	The	hotels	with	judgement	and/or	mechanics’	liens	are	(1)	The	Queen	Mary	Long	Beach;	(2)	Holiday	
Inn	Denver	East	–	Stapleton;	(3)	Renaissance	Denver	Stapleton;	(4)	Holiday	Inn	Resorts	Orlando	Suites	–	Waterpark;	(5)	
Doubletree	by	Hilton	Salt	Lake	City	Airport;	(6)	Holiday	Inn	and	Suites	San	Mateo;	and	(7)	Crowne	Plaza	Danbury.	The	
judgement	and/or	mechanics’	liens	were	filed	following	the	IPO	and	relate	to	both	(i)	capital	expenditures,	the	work	
for	which	commenced,	or	was	contracted	for,	before	the	IPO,	which	constitute	claims	for	work	performed	by	or	on	
behalf	of	the	prior	owner	and/or	the	Master	Lessee	of	the	applicable	hotel;	and	(ii)	operating	expenditures	(e.g.	day	to	
day	maintenance	and	repair),	the	work	for	which	commenced,	or	was	contracted	for,	after	the	IPO,	which	constitute	
claims	for	work	performed	by	or	on	behalf	of	the	Master	Lessee	of	the	applicable	hotel.	For	the	avoidance	of	doubt,	
the	Sponsor	is	responsible	for	the	costs	and	expenses	of	work	performed	on	EH-REIT	Group’s	hotels	that	commenced,	
or	was	contracted	for,	before	the	IPO.	However,	as	payment	for	such	work	performed	was	not	received	by	the	relevant	
counterparties,	this	resulted	in	liens	being	filed	on	the	title	of	the	relevant	hotels	in	the	Portfolio.	

Such	liens	constitute	security	 interests	 in	the	title	of	the	relevant	properties	and	potentially	compromise	EH-REIT’s	
ability	to	sell,	refinance	or	otherwise	deal	with	the	relevant	properties.	In	addition,	in	the	event	that	the	relevant	Master	
Lessees	will	not	be	able	to	settle	the	liens	that	they	are	responsible	for	and	the	relevant	Master	Lessors	are	found	
liable,	the	EH-REIT	Group	and	EHT	may	have	to	incur	additional	expenses	and	liabilities	in	relation	to	the	amounts	
claimed	by	the	various	third-party	service	providers	and	delinquent	tax	assessments	under	the	abovementioned	liens	
and	encumbrances.	

(k)	 Urban	Commons	Queensway,	LLC	(a	subsidiary	of	EH-REIT	and	the	lessee	in	respect	of	The	Queen	Mary	Long	Beach)	
(the	 “QM	Subsidiary”)	 received	notices	of	default	 from	the	City	of	Long	Beach	 (the	 “QM	Notices”)	 in	 relation	 to	 its	
defaults	under	the	lease	agreement	with	the	City	of	Long	Beach	(the	“QM	Lease	Agreement”).	
 
Such	defaults	arose	as	a	result	of	the	QM	Subsidiary	failing	to	(a)	pay	the	monthly	TOT	amounts	to	the	City	of	Long	
Beach	for	certain	months	in	both	2019	and	2020	as	required	under	the	QM	Lease	Agreement	(and	the	relevant	Long	
Beach	municipal	legislation),	which	failure	resulted	in	an	additional	default	under	the	QM	Lease	Agreement	for	failing	
to	comply	with	applicable	governmental	restrictions	(the	“QM	TOT	Default”,	which	the	Managers	have	been	informed	
by	the	Sponsor	has	since	been	cured,	as	further	stated	below);	(b)	provide	access	to,	and/or	copies	of,	certain	records	
(including	financial	statements	and	maintenance	records)	to	the	City	of	Long	Beach’s	auditor	as	required	under	the	
QM	Lease	Agreement,	which	documentation	was	requested	by	the	City	of	Long	Beach	as	part	of	an	audit	initiated	in	
December	2019,	in	addition	to	failing	to	provide	full	audited	financial	statements	for	2019	as	required	pursuant	to	the	
QM	Lease	Agreement	(the	“QM	Audit	Default”);	and	(c)	pay	the	monthly	rent	to	the	City	of	Long	Beach	for	the	month	of	
June	2020	as	required	under	the	QM	Lease	Agreement	(the	“QM	Rent	Default”	which	the	Managers	were	informed	by	
the	Sponsor	and	based	on	information	available	to	the	Managers,	has	since	been	cured,	as	further	stated	below,	and	
together	with	the	QM	TOT	Default	and	the	QM	Audit	Default,	collectively,	the	“QM	Defaults”).	Pursuant	to	the	master	
sublease	agreement	 (i.e.,	 the	MLA)	between	 the	QM	Subsidiary	 (as	Master	 Lessor	and	 sublessor)	 and	 the	Master	
Lessee	as	sublessee	of	The	Queen	Mary	Long	Beach	(the	“QM	Master	Lessee”),	the	QM	Master	Lessee	is	responsible	
for	the	payment	of	the	rent	and	the	TOT	amounts	to	the	City	of	Long	Beach	and	compliance	with	such	audit	request	
(but see paragraph below).
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Notwithstanding	the	sublease	of	The	Queen	Mary	Long	Beach	to	the	QM	Master	Lessee	pursuant	to	the	applicable	
MLA,	(a)	as	between	the	QM	Subsidiary	and	the	QM	Master	Lessee,	under	the	terms	of	the	MLA,	the	QM	Subsidiary	
(as	Master	Lessor)	remains	responsible	for	its	obligations	under	the	QM	Lease	Agreement	in	the	event	the	QM	Master	
Lessee	fails	to	perform	the	same;	and	(b)	as	between	the	QM	Subsidiary	and	the	City	of	Long	Beach,	under	the	terms	
of	the	documents	containing	the	City	of	Long	Beach’s	consent	to	the	sublease	of	the	premises	under	the	QM	Lease	
Agreement	to	the	QM	Master	Lessee	(and	notwithstanding	the	City	of	Long	Beach’s	agreement	to	accept	performance	
by	the	QM	Master	Lessee	of	 the	QM	Subsidiary’s	obligations	under	the	QM	Lease	Agreement),	 the	QM	Subsidiary	
remains	liable	for	its	obligations	under	the	QM	Lease	Agreement	to	the	City	of	Long	Beach.	

Under	the	QM	Notices,	the	QM	Subsidiary	had	(a)	with	respect	to	the	QM	Audit	Default,	until	30	June	2020;	and	(b)	
with	respect	to	the	QM	Rent	Default,	until	25	June	2020,	and	in	each	instance	to	cure	the	applicable	QM	Defaults,	and	
failing	which,	the	City	of	Long	Beach	is	entitled	to	pursue	remedies	available	to	it	under	the	QM	Lease	Agreement	and	
otherwise	as	provided	by	applicable	law.	

At	 the	 date	 of	 issuance	 of	 these	 financial	 statements,	 based	 on	 the	 information	 available	 to	 the	Managers,	 the	
Managers	have	been	informed	by	(a)	the	City	of	Long	Beach	that	the	QM	Subsidiary	has	120	days	to	cure	the	QM	
Audit	Default	from	1	July	2020;	and	(b)	the	Sponsor	that	the	QM	Master	Lessee	has	paid	the	monthly	rent	required	in	
respect	of	the	QM	Rent	Default	and	has	cured	the	QM	TOT	Default,	with	the	outstanding	TOT	amounts	having	been	
fully	paid	by	the	QM	Master	Lessee.

(l)	 The	Managers	and	the	REIT	Trustee	have	been	informed	that	the	Master	Lessees	of	the	Holiday	Inn	Denver	East	–	
Stapleton	and	the	Renaissance	Denver	Stapleton	(the	“Denver	Master	Lessees”)	have	been	deficient	in	paying	certain	
outstanding	sales	taxes,	lodger’s	taxes	and	tourism	improvement	district	taxes	that	have	continued	to	accrue	over	
certain	periods	in	respect	of	the	abovementioned	hotels	since	at	least	December	2019	to	the	tax	authorities	of	the	City	
and	County	of	Denver	(the	“Denver	Outstanding	Taxes”).	The	Denver	Master	Lessees	have	entered	into	a	settlement	
arrangement	with	the	Denver	tax	authorities	on	1	July	2020	pursuant	to	which	the	Denver	Master	Lessees	would	pay	
the	Denver	Outstanding	Taxes	by	way	of	instalments.	The	Managers	and	the	REIT	Trustee	understand	that	the	total	
outstanding	amount	of	the	Denver	Outstanding	Taxes	to	be	settled	under	the	settlement	arrangement	(inclusive	of	
penalties	and	interests)	is	approximately	US$954,000,	which	is	to	be	paid	by	way	of	six	(6)	monthly	instalments	from	
July	2020	to	December	2020.

	 Subsequently,	it	was	brought	to	the	attention	of	the	Managers	and	the	REIT	Trustee	that	the	Denver	Master	Lessees	
failed	to	pay	the	first	instalment	that	was	due	on	13	July	2020	to	the	tax	authorities	of	the	City	and	County	of	Denver.	In	
response,	the	tax	authorities	issued	a	warrant	of	seizure	of	assets	(the	“Warrant”)	in	respect	of	the	Holiday	Inn	Denver	
East	 –	 Stapleton	 and	 Renaissance	Denver	 Stapleton.	 Under	 the	 terms	 of	 the	MLAs	 between	 the	 relevant	Master	
Lessors	and	the	Denver	Master	Lessees,	the	Denver	Master	Lessees	are	responsible	for	the	payment	of	the	Denver	
Outstanding	Taxes	to	the	tax	authorities	of	the	City	and	County	of	Denver	and	the	Denver	Master	Lessees’	failure	to	
timely	pay	such	outgoings	by	the	due	date	for	payment	constitutes	an	event	of	default	by	the	Denver	Master	Lessees	
under	the	respective	MLAs.

	 The	Managers	and	the	REIT	Trustee	were	subsequently	informed	that	on	14	July	2020,	the	Denver	Master	Lessees	paid	
the	first	instalment	in	respect	of	the	Denver	Outstanding	Taxes	to	the	tax	authorities	of	the	City	and	County	of	Denver	
and	the	tax	authorities	have	accepted	such	payment.	Pursuant	to	the	settlement	arrangement	between	the	Denver	
Master	Lessees	and	the	Denver	tax	authorities	with	regard	to	the	Denver	Outstanding	Taxes,	a	second	instalment	was	
due	on	6	August	2020	which,	as	at	the	date	of	issuance	of	these	financial	statements,	has	not	been	paid	by	the	Denver	
Master	Lessees.	The	Managers	and	the	REIT	Trustee’s	local	counsel	has	informed	the	Managers	and	the	REIT	Trustee	
that	as	a	result	of	the	non-payment	by	the	Denver	Master	Lessees	of	the	second	instalment	by	the	due	date,	the	tax	
authorities	of	the	City	and	County	of	Denver	have	indicated	that	they	will	not	be	giving	any	advance	notice	prior	to	issuing	
and	executing	their	seizure	warrants	on	the	Holiday	Inn	Denver	East	–	Stapleton	and	the	Renaissance	Denver	Stapleton.

	 As	at	the	date	of	issuance	of	these	financial	statements,	based	on	the	information	available	to	the	Managers,	there	has	
been	no	enforcement	action	taken	by	the	relevant	tax	authorities	or	enforcement	agencies	pursuant	to	the	Warrant.	
The	Manager	and	the	REIT	Trustee	are	in	the	process	of	consulting	their	professional	advisers	to	ascertain	the	impact	
of	the	non-payment	of	the	relevant	Denver	Outstanding	Taxes	by	the	Denver	Master	Lessees	to	the	tax	authorities	of	
the	City	and	County	of	Denver	and	the	appropriate	course	of	action	to	be	taken.
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(m)	 The	Managers	and	the	REIT	Trustee	have	been	informed	that	the	Master	Lessee	of	the	Holiday	Inn	Resort	Orlando	
Suites	–	Waterpark	(the	“HIOR	Master	Lessee”)	has	been	deficient	in	paying	certain	outstanding	tourism	development	
taxes	that	have	continued	to	accrue	in	respect	of	the	Holiday	Inn	Resort	Orlando	Suites	–	Waterpark	since	February	
2020	to	the	Comptroller	of	Orange	County,	Florida.	

	 The	Comptroller	of	Orange	County,	Florida	further	issued	a	notice	dated	12	June	2020	(the	“HIOR	Tax	Notice”)	to	the	
HIOR	Master	Lessor	of	its	intent	to	levy	upon	any	cash	in	possession	of	the	HIOR	Master	Lessor	and	a	bank	account	
of	the	HIOR	Master	Lessor	with	Bank	of	America	(the	“HIOR	Account”).	Under	the	terms	of	the	MLA	between	the	HIOR	
Master	Lessor	and	the	HIOR	Master	Lessee,	the	HIOR	Master	Lessee	is	responsible	for	the	payment	of	the	Orlando	
Outstanding	Taxes	to	the	tax	authorities	of	Orange	County,	Florida	and	the	HIOR	Master	Lessee’s	failure	to	timely	pay	
such	outgoings	by	the	due	date	for	payment	constitutes	an	event	of	default	by	the	HIOR	Master	Lessee	under	the	
applicable	MLA.	

	 The	Managers	and	the	REIT	Trustee	understand	that	on	or	about	25	June	2020,	the	Sponsor	entered	into	a	repayment	
agreement	with	the	Comptroller	of	Orange	County,	Florida	to	pay	all	delinquent	tourist	development	taxes	(including	
penalties	and	 interest)	due	 to	 the	Comptroller	of	Orange	County,	 Florida	 in	 three	 (3)	 instalments	due	on	26	 June	
2020,	1	August	2020	and	1	September	2020,	as	well	as	to	satisfy	the	levy.	Despite	the	Sponsor’s	payment	of	the	first	
instalment	due	on	26	 June	2020,	 the	Comptroller	of	Orange	County,	Florida	 refused	 to	 release	 the	HIOR	Account	
or	delay	enforcement	of	 the	garnishment	referenced	 in	the	HIOR	Tax	Notice.	The	Managers	and	the	REIT	Trustee	
appointed	local	counsel	which	then	filed	a	complaint	on	behalf	of	the	HIOR	Master	Lessor	against	the	Comptroller	of	
Orange	County,	Florida	on	2	July	2020	(the	“HIOR	Complaint”)	to	contest	the	Comptroller	of	Orange	County,	Florida’s	
levy	and	garnishment	of	the	HIOR	Account	to	collect	the	Orlando	Outstanding	Taxes	as	(a)	the	HIOR	Master	Lessee	
is	the	party	that	is	directly	and	solely	liable	to	pay	the	Orlando	Outstanding	Taxes	pursuant	to	the	terms	of	the	MLA	
and	(b)	the	Comptroller	of	Orange	County,	Florida	is	able	to	collect	the	Outstanding	Orlando	Taxes	pursuant	to	the	
repayment	arrangement	with	the	Sponsor.

	 As	advised	by	the	Managers	and	the	REIT	Trustee’s	local	counsel,	pursuant	to	applicable	laws,	the	filing	of	the	HIOR	
Complaint	should	prevent	the	garnishment	over	the	HIOR	Account	from	being	enforced	by	the	Comptroller	of	Orange	
County,	Florida	until	the	proceedings	are	fully	resolved.	The	Comptroller	of	Orange	County,	Florida	then	indicated	that	
it	would	lift	the	levy	and	the	garnishment	over	the	HIOR	Account	if	the	Sponsor	paid	the	second	instalment	that	was	
due	on	1	August	2020.

	 As	 at	 the	date	 of	 these	financial	 statements,	 based	on	 the	 information	 available	 to	 the	Managers,	 the	Managers	
understand	 that	 the	 Sponsor	 failed	 to	 pay	 the	 second	 instalment	 by	 the	 due	 date	 and	 therefore,	 the	 levy	 and	
garnishment	over	the	HIOR	Account	by	the	Comptroller	of	Orange	County,	Florida	has	not	been	lifted.	The	Managers	
and	the	REIT	Trustee’s	local	counsel	have	been	instructed	to	continue	with	its	proceedings	against	the	Comptroller	of	
Orange	County,	Florida	pursuant	to	the	HIOR	Complaint	to	set	aside	the	levy,	the	garnishment	and	any	judgement	or	
liability	against	the	HIOR	Master	Lessor	in	respect	of	the	Orlando	Outstanding	Taxes.

(n)	 The	Managers	and	the	REIT	Trustee	have	been	 informed	that	the	Master	Lessees	of	 ten	 (10)	hotels	have	received	
notices	of	 default	 and	 termination	 from	 the	 relevant	 franchisors	under	 the	 respective	 franchise	 agreements	 (the	
“Franchise	Agreements”)	as	a	result	of	the	Master	Lessees’	failure	to	cure	its	default	for	non-payment	of	fees	and	other	
amounts	due	and	owing	 to	 the	 relevant	 franchisor	under	 the	 relevant	Franchise	Agreement	 (the	 “FA	Termination	
Notices”).	Based	on	the	FA	Termination	Notices	and	the	information	available	to	FTI	Consulting,	Inc.	(being	the	Chief	
Restructuring	Officer),	the	aggregate	outstanding	amount	due	by	the	Master	Lessees	to	the	franchisors	under	such	
Franchise	Agreements	amounted	to	approximately	US$3.8	million.

	 Pursuant	 to	 the	 FA	 Termination	 Notices,	 the	 relevant	 franchisors	 will	 have	 the	 right	 to	 terminate	 the	 respective	
Franchise	Agreements	if	the	relevant	Master	Lessees	do	not	cure	the	defaults	under	the	Franchise	Agreements	within	
the	applicable	cure	periods	as	stated	in	the	FA	Termination	Notices.	Pursuant	to	the	terms	of	the	applicable	MLAs	in	
respect	of	the	hotels	under	the	FA	Termination	Notices,	the	relevant	Master	Lessees	are	responsible	for	payment	of	
such	outstanding	amounts	under	the	Franchise	Agreements	to	the	applicable	franchisors	and	the	alleged	defaults	
under	the	FA	Termination	Notices,	if	true,	would	in	turn	also	constitute	a	breach	of	the	respective	MLAs	by	the	Master	
Lessees.	The	Managers	and	the	REIT	Trustee,	with	the	assistance	of	their	professional	advisers,	are	in	the	midst	of	
assessing	the	impact	of	the	alleged	defaults	and	the	appropriate	steps	to	be	taken	in	response	to	the	FA	Termination	
Notices.	
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(o)	 The	Managers	and	REIT	Trustee	have	been	 informed	that	on	12	August	2020	 the	Master	Lessors	have	received	a	
notice	of	breaches	from	the	Master	Lessees	under	the	MLAs	(the	"Notice	of	Breach").	The	Managers	are	in	the	midst	
of	seeking	legal	advice	from	its	legal	advisers	as	to	the	appropriate	course	of	action	to	be	taken	in	respect	of	the	Notice	
of	Breach.	

(p)	 The	Managers	and	the	REIT	Trustee	have	also	been	recently	informed	of	other	key	events	which	may	affect	EHT	and	
which	are	still	in	the	midst	of	being	investigated	by	the	Managers	and	the	REIT	Trustee	with	the	possibility	of	additional	
liability	materialising.	As	at	the	date	of	 issuance	of	these	financial	statements,	 the	Managers	are	 in	the	process	of	
seeking	professional	advice	and	will	need	more	time	to	assess	the	implications	of	such	events	and	determine	if	such	
events	give	rise	to	additional	liabilities	(contingent	or	otherwise)	as	at	31	December	2019	or	subsequent	to	that	date,	
and	the	actions	to	be	undertaken.

(q)	 As	 at	 31	December	 2019,	 the	 EH-REIT	Group	had	mortgage	 loans	 secured	by	 the	Hilton	Houston	Galleria	 Area	
property	(the	“HHG	Mortgage	Loan”)	and	Crowne	Plaza	Dallas	Near	Galleria-Addison	property	(the	“CPD	Mortgage	
Loan”),	with	a	principal	amount	of	approximately	US$15.6	million	and	US$27.6	million,	respectively.	As	at	the	date	of	
the	issuance	of	these	financial	statements	and	based	on	the	information	available	to	the	EH-REIT	Group,	the	lender	
under	the	HHG	Mortgage	Loan	and	the	CPD	Mortgage	Loan	has	yet	to	issue	a	notice	of	default	and/or	demand	for	
payment	in	relation	to	the	respective	loans.	Nevertheless,	in	light	of	the	events	surrounding	EH-REIT	including	but	
not	limited	to	the	issuance	of	the	Notice	by	the	Administrative	Agent	and	the	Master	Lessees’	numerous	defaults	
under	 the	MLAs,	 EH-REIT	 has	 been	 unable	 to	 fulfil	 its	 obligations	 under	 the	HHG	Mortgage	 Loan	 and	 the	 CPD	
Mortgage	Loan.	If	an	event	of	default	occurs	under	the	HHG	Mortgage	Loan	or	CPD	Mortgage	Loan,	the	lender	may,	
amongst	other	things,	accelerate	the	repayment	of	the	outstanding	loan	amount	under	the	relevant	loan.	

(r)	 As	at	31	December	2019,	the	EH-REIT	Group	had	a	US$89.0	million	unsecured	loan	(“Unsecured	Loan”)	from	Lodging	
USA	Lendco,	LLC	(“Lendco”).	At	the	date	of	the	issuance	of	these	financial	statements	and	based	on	the	information	
available	to	the	EH-REIT	Group,	Lendco	has	yet	to	issue	a	notice	of	default	and/or	demand	for	payment	in	relation	
to	the	Unsecured	Loan.	Nevertheless,	in	light	of	the	events	surrounding	EH-REIT	including,	but	not	limited	to,	the	
issuance	of	the	Notice	by	the	Administrative	Agent	and	the	Master	Lessees’	numerous	defaults	under	the	MLAs,	 
EH-REIT	has	been	unable	to	fulfil	its	obligations	under	the	Unsecured	Loan.	Lendco's	right	to	receive	payments	under	
the	Unsecured	Loan	(including	interest)	is	subordinate	to	the	payment	obligations	under	the	Facilities	Agreement.	
Only	interest	is	payable	on	the	Unsecured	Loan	and	the	Unsecured	Loan	may	be	prepaid	in	whole	or	in	part	at	any	
time	(including	in	connection	with	certain	mandatory	prepayments	as	provided	in	the	loan	agreement)	without	any	
prepayment	penalty	or	charge.	

(s)	 The	Managers	had	appointed	(i)	FTI	Consulting,	Inc	(“FTI”)	to	assist	with,	inter alia,	the	restructuring	process	of	EHT	
and	(ii)	Moelis	&	Company	(“Moelis”)	to	assist	with,	inter alia,	the	comprehensive	strategic	review	of	EHT's	business,	
including	advising	on	available	options	to	achieve	the	best	possible	outcomes	for	Stapled	Securityholders.	Both	FTI	
and	Moelis,	as	professional	advisers	to	the	EH-REIT	Group,	also	assist	in	negotiating	with	the	Administrative	Agent,	
lenders	 and	 other	 counterparties	 of	 the	 EH-REIT	Group	with	 a	 view	 to	 restructuring	 the	 relevant	 facilities,	 and	
reviewing	and	analysing	a	range	of	strategic	and	corporate	options	for	EHT.

(t)	 The	outbreak	of	COVID-19	was	declared	by	the	World	Health	Organisation	as	a	global	pandemic	on	11	March	2020,	
and	subsequently	declared	a	national	emergency	 in	 the	United	States	of	America	 (“United	States”)	on	13	March	
2020.	The	spread	of	COVID-19,	both	globally	and	in	the	United	States,	has	resulted	in	significant	uncertainty	in	global	
economies	and	unprecedented	disruptions	in	the	United	States	lodging	industry.	Consequently,	the	operations	of	
and	revenue	stream	from	EHT’s	properties	have	been	severely	disrupted	and	its	full	impact,	including	the	impact	on	
the	valuations	of	EHT’s	properties,	cannot	be	meaningfully	assessed	as	at	the	date	of	these	financial	statements.	At	
the	date	of	issuance	of	these	financial	statements,	15	out	of	the	EH-REIT	Group’s	18	properties	have	shuttered	and	
the	cessation	of	operations	is	expected	to	have	a	significant	impact	on	the	revenue	of	the	EH-REIT	Group	and	EHT.	
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The	potential	impact	of	the	events	and	conditions	as	described	above	indicate	the	existence	of	multiple	uncertainties	that	
are,	in	aggregate,	significant	to	the	appropriateness	of	the	going	concern	assumption	underlying	the	preparation	of	the	
financial	statements.	

At	 the	 date	 of	 this	 report,	 we	 are	 unable	 to	 obtain	 sufficient	 appropriate	 audit	 evidence	 on	 the	 ability	 of	 EH-BT,	 the	 
EH-REIT	Group	and	EHT	to	generate	sufficient	cash	flows	to	meet	their	debt	obligations.		As	set	out	in	note	8	to	the	financial	
statements,	 the	directors	of	 the	REIT	Manager	have	not	been	able	 to	definitively	conclude	 if	Lodging	USA	Lendco,	LLC,	 
which	has	extended	an	unsecured	 loan	of	US$89.0	million	 to	 the	EH-REIT	Group	 is	 a	non-related	party	of	 the	EH-REIT	
Group	and	EHT	for	the	period	covered	in	the	financial	statements.		In	addition,	events	that	have	occurred	subsequent	to	
the	reporting	date	could	give	rise	to	additional	liabilities	(contingent	or	otherwise)	as	at	31	December	2019	or	subsequent	
to	that	date,	to	the	EH-REIT	Group	and	EHT.		In	light	of	the	above,	we	are	unable	to	ascertain	the	completeness	of	related	
party	 transactions	 identified	 and	 the	 completeness	 of	 liabilities	 recorded	 and/or	 disclosed	 by	 the	 EH-REIT	 Group	 and	 
EHT	as	at	31	December	2019.	

Accordingly,	 we	 are	 unable	 to	 satisfy	 ourselves	 on	 the	 appropriateness	 of	 the	Managers’	 preparation	 of	 the	 financial	
statements	 of	 EH-BT,	 the	 EH-REIT	 Group	 and	 EHT	 on	 a	 going	 concern	 basis,	 and	 the	 completeness	 of	 related	 party	
transactions	identified	and	the	completeness	of	liabilities	recorded	and/or	disclosed	by	the	EH-REIT	Group	and	EHT.

The	financial	statements	do	not	include	any	adjustments	that	may	be	necessary	in	respect	of	the	matters	described	above.

Responsibilities of the Trustee-Manager for the financial statements

The	Trustee-Manager	is	responsible	for	the	preparation	of	financial	statements	of	EH-BT	that	give	a	true	and	fair	view	in	
accordance	with	 the	provisions	of	Business	Trusts	Act,	Chapter	31A	of	Singapore	 (the	 “Act”)	and	 International	Financial	
Reporting	Standards	(“IFRS”),	and	for	devising	and	maintaining	a	system	of	internal	accounting	controls	sufficient	to	provide	
a	reasonable	assurance	that	assets	that	are	part	of	the	trust	property	of	the	registered	business	trust	are	safeguarded	
against	loss	from	unauthorised	use	or	disposition;	and	transactions	by	the	Trustee-Manager	entered	into	on	behalf	of	or	
purported	to	be	entered	into	on	behalf	of	the	registered	business	trust	are	properly	authorised	and	that	they	are	recorded	
as	necessary	to	permit	the	preparation	of	true	and	fair	accounts	and	to	maintain	accountability	of	assets.

In	preparing	the	financial	statements,	the	Trustee-Manager	is	responsible	for	assessing	EH-BT’s	ability	to	continue	as	a	going	
concern,	disclosing,	as	applicable,	matters	related	to	going	concern	and	using	the	going	concern	basis	of	accounting	unless	
the	Trustee-Manager	either	intends	to	terminate	EH-BT	or	to	cease	operations	of	EH-BT,	or	has	no	realistic	alternative	but	
to do so.

The	Trustee-Manager’s	responsibilities	include	overseeing	EH-BT’s	financial	reporting	process.

Responsibilities of the REIT Manager for the financial statements

The	REIT	Manager	is	responsible	for	the	preparation	and	fair	presentation	of	the	consolidated	financial	statements	of	the	
EH-REIT	Group	and	EHT	in	accordance	with	IFRS,	and	for	such	internal	control	as	the	REIT	Manager	determines	is	necessary	
to	enable	the	preparation	of	financial	statements	that	are	free	from	material	misstatement,	whether	due	to	fraud	or	error.

In	preparing	the	financial	statements,	the	REIT	Manager	is	responsible	for	assessing	the	ability	of	the	EH-REIT	Group	and	
the	EHT	to	continue	as	a	going	concern,	disclosing,	as	applicable,	matters	related	to	going	concern	and	using	the	going	
concern	basis	of	accounting	unless	the	REIT	Manager	either	intends	to	terminate	the	EH-REIT	Group	or	the	EHT	or	to	cease	
operations	of	the	EH-REIT	Group	or	the	EHT,	or	has	no	realistic	alternative	but	to	do	so.

The	REIT	Manager’s	responsibilities	include	overseeing	the	financial	reporting	process	of	the	EH-REIT	Group	and	EHT.

EAGLE HOSPITALITY TRUST ANNUAL REPORT 201984



Auditors’ responsibilities for the audit of the financial statements

Our	responsibility	is	to	conduct	an	audit	of	the	financial	statements	of	EH-BT	and	the	consolidated	financial	statements	of	
the	EH-REIT	Group	and	EHT	in	accordance	with	Singapore	Standards	on	Auditing	(“SSAs”)	and	to	issue	an	auditors’	report.		
However,	because	of	the	matters	described	in	the	‘Basis for disclaimer of opinion’	section	of	our	report,	we	were	not	able	to	
obtain	sufficient	appropriate	audit	evidence	to	provide	a	basis	for	an	audit	opinion	on	these	financial	statements.

We	are	independent	of	EH-BT,	the	EH-REIT	Group	and	EHT	in	accordance	with	the	Accounting	and	Corporate	Regulatory	
Authority	Code of Professional Conduct and Ethics for Public Accountants and Accounting Entities	(“ACRA	Code”)	together	with	
the	ethical	requirements	that	are	relevant	to	our	audit	of	the	financial	statements	in	Singapore,	and	we	have	fulfilled	our	
other	ethical	responsibilities	in	accordance	with	these	requirements	and	the	ACRA	Code.

Report on other legal and regulatory requirements

In	our	opinion,	because	of	the	significance	of	the	matters	described	in	the	 ‘Basis for disclaimer of opinion’	section	of	our	
report,	we	do	not	express	an	opinion	on	whether	the	accounting	and	other	records	required	by	the	Act	to	be	kept	by	the	
Trustee-Manager	on	behalf	of	EH-BT	have	been	properly	kept	in	accordance	with	the	provisions	of	the	Act.

The	engagement	partner	on	the	audit	resulting	in	this	independent	auditors’	report	is	Lo	Mun	Wai.

KPMG LLP
Public Accountants and Chartered Accountants

Singapore
14	August	2020
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