PROSPECTUS SUPPLEMENT
(To Prospectus dated September 20, 2017)

SOTHERLY HOTELS INC.
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1,200,000 Shares
7.875% Series C Cumulative Redeemable Perpetual
Preferred Stock
(Liquidation Preference $25.00 Per Share)

We are offering 1,200,000 shares of our newly designated 7.875% Series C cumulative redeemable perpetual preferred stock, par value $0.01
per share (the “Series C Preferred Stock™). We will pay cumulative distributions on our Series C Preferred Stock at a distribution rate of 7.875% per
annum of the $25.00 liquidation preference per share, which is equivalent to $1.96875 per share of Series C Preferred Stock. Distributions on our
Series C Preferred Stock sold in this offering will be payable quarterly in arrears on the 15th day of January, April, July and October of each year.
The first distribution on the Series C Preferred Stock sold in this offering will be paid on the first business day after January 15, 2018, and will be in
the pro rated amount of $0.43203 per share. Our Series C Preferred Stock is not subject to any sinking fund. Upon liquidation, dissolution or winding
up, our Series C Preferred Stock will rank senior to our common stock, par value $0.01 per share (the “‘common stock™), with respect to the payment
of distributions and pari passu with our 8.0% Series B cumulative redeemable perpetual preferred stock, which we refer to as Series B Preferred
Stock.

We may not redeem our Series C Preferred Stock prior to October 15, 2022, except as described in the immediately following paragraph
and in limited circumstances to preserve our status as a real estate investment trust (“REIT”). On or after October 15, 2022, we may, at our
option, redeem our Series C Preferred Stock, in whole or from time to time in part, for cash at a redemption price of $25.00 per share, plus all
accrued and unpaid distributions on such shares of Series C Preferred Stock up to, but not including, the redemption date.

In addition, upon the occurrence of a Change of Control (as defined herein), we may, at our option, redeem shares of our Series C
Preferred Stock, in whole or in part and within 120 days after the first date on which such Change of Control occurred, by paying $25.00 per
share, plus any accrued and unpaid distributions to, but not including, the date of redemption.

To the extent we exercise our redemption rights relating to the Series C Preferred Stock, holders of shares of Series C Preferred Stock
will not be permitted to exercise the conversion right described below in respect of their shares called for redemption. The Series C Preferred
Stock has no maturity date and will remain outstanding indefinitely unless redeemed by us or converted by the holders of shares of the Series
C Preferred Stock. Holders of our Series C Preferred Stock will have no voting rights except as set forth in this prospectus supplement under
“Description of the Series C Preferred Stock—Limited Voting Rights.”

Upon the occurrence of a Change of Control, each holder of shares of Series C Preferred Stock will have the right (unless, prior to the
Change of Control Conversion Date (as defined herein), we have provided or provide notice of our election to redeem the Series C Preferred
Stock) to convert some or all of the Series C Preferred Stock held by such holder on the Change of Control Conversion Date into a number of
shares of our common stock per share of our Series C Preferred Stock to be converted equal to the lesser of:

» the quotient obtained by dividing (i) the sum of the $25.00 liquidation preference plus the amount of any accrued and unpaid
distributions to, but not including, the Change of Control Conversion Date (unless the Change of Control Conversion Date is after a
record date for a Series C Preferred Stock distribution payment and prior to the corresponding Series C Preferred Stock distribution
payment date, in which case no additional amount for such accrued and unpaid distribution will be included in this sum) by (ii) the
Common Stock Price (as defined herein); and

e 8.50340, (the “Share Cap”) subject to certain adjustments;

subject, in each case, to provisions for the receipt of alternative consideration as described in this prospectus supplement.

The Series C Preferred Stock is subject to certain restrictions on ownership designed to preserve our qualification as a REIT for federal
income tax purposes. See “‘Description of Common Stock and Preferred Stock—Restrictions on Ownership and Transfer” in the accompanying
prospectus and “Description of the Series C Preferred Stock—Restrictions on Ownership and Transfer” in this prospectus supplement.

We have filed an application to list the Series C Preferred Stock on the NASDAQ Global Market (“NASDAQ”) under the symbol
“SOHOO.” If the application is approved, we expect trading of the Series C Preferred Stock on NASDAQ to commence within 30 days after
the initial date of issuance. Our common stock is traded on NASDAQ under the symbol “SOHO.”

—

Investing in our Series C Preferred Stock involves risks. Please carefully read the “Risk Factors” beginning on
page S-11 of this prospectus supplement, on page 5 of the accompanying prospectus, and the documents incorporated
by reference in this prospectus supplement, including our Annual Report on Form 10-K for the year ended
December 31, 2016 and any subsequent Quarterly Reports on Form 10-Q or Current Reports on Form 8-K, for a
discussion of certain factors that you should consider before making your investment decision.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these
securities or determined if this prospectus supplement and the accompanying prospectus is truthful or complete. Any representation
to the contrary is a criminal offense.

Per Share Total®
Public offering price™ ........ ... ... i $ 25.00 $30,000,000
Underwriting discounts and commissions® ....................... $ 0.9375 $ 1,125,000
Proceeds, before expenses, toUs . .. ... $24.0625 $28,875,000

(1) Plus accrued distributions, if any, from (but excluding) October 11, 2017.
(2) Assumes no exercise of the underwriters’ option to purchase additional shares of our Series C Preferred Stock to cover over-allotments, if any.
(3) See “Underwriting” for additional information regarding underwriter compensation.

We granted the underwriters the right to purchase up to an additional 180,000 shares of our Series C Preferred Stock at the public offering price,
less underwriting discounts and commissions, within 30 days from the date of this prospectus supplement to cover over-allotments, if any. The
underwriters expect to deliver the shares of our Series C Preferred Stock in book-entry form only, through the facilities of the Depository Trust
Company (“DTC”), on or about October 11, 2017, which is the fifth business day following the date of this prospectus supplement.

Sandler O’Neill + Partners, L.P. Janney Montgomery Scott
Boenning & Scattergood, Inc. J.J.B. Hilliard, W.L. Lyons, LLC

The date of this prospectus supplement is October 3, 2017
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You should rely only on the information contained or incorporated by reference in this prospectus
supplement, the accompanying prospectus and any related free writing prospectus issued by us. Neither
the underwriters nor we have authorized any other person to provide you with different or additional
information. If anyone provides you with different, additional or inconsistent information, you should not
rely on it. You should assume that the information appearing in this prospectus supplement, the
accompanying prospectus and any free writing prospectus, as well as information that we have previously
filed with the U.S. Securities and Exchange Commission (the “SEC”) that is incorporated by reference, is
accurate only as of the date of the applicable document. Our business, financial condition, liquidity, results
of operations and prospects may have changed since those respective dates. We further note that the
representations, warranties and covenants made by us in any agreement that is filed as an exhibit to any
document that is incorporated by reference into this prospectus supplement and the accompanying
prospectus were made solely for the benefit of the parties to such agreement, including, in some cases, for
the purpose of allocating risk among the parties to such agreements, and should not be deemed to be a
representation, warranty or covenant to you. Moreover, such representations, warranties or covenants
were accurate only as of the date when made. Accordingly, such representations, warranties and covenants
should not be relied on as accurately representing the current state of our affairs. This prospectus
supplement and the accompanying prospectus do not constitute an offer to sell or a solicitation of an offer
to buy any securities in any jurisdiction in which such an offer or solicitation is not authorized or in which
the person making such offer or solicitation is not qualified to do so, or to any person to whom it is
unlawful to make such offer or solicitation. Neither the delivery of this prospectus supplement and
accompanying prospectus nor any sale made hereunder shall, under any circumstances, create any
implication that there has been no change in our affairs or that information contained herein is correct as
of any time subsequent to the date hereof.

We may use market data and industry forecasts and projections throughout this prospectus supplement, the
accompanying prospectus and any related free writing prospectus, including data from publicly available
information and industry publications. These sources generally state that the information they provide has been
obtained from sources believed to be reliable, but that the accuracy and completeness of the information are not
guaranteed. The forecasts and projections are based on industry surveys and the preparers’ experience in the
industry and there can be no assurance that any of the forecasts or projections will be achieved. We believe that
the surveys and market research others have performed are reliable, but we have not independently investigated
or verified this information. In addition, the market data and industry forecasts and projections obtained from
STR, Inc. that we may include in this prospectus supplement, accompany prospectus or any free writing
prospectus have not been expertized and are, therefore, solely our responsibility. As a result, STR, Inc. does not
have, and will not have, any liability or responsibility whatsoever for any market data and industry forecasts and
projections that are contained in this prospectus supplement or otherwise disseminated in connection with the
offer or sale of shares of our Series C Preferred Stock. If you purchase shares of our Series C Preferred Stock,
your sole recourse for any alleged or actual inaccuracies in the market data and industry forecasts and projections
used in this prospectus will be against us.



ABOUT THIS PROSPECTUS SUPPLEMENT AND THE PROSPECTUS

This document is in two parts. The first part is this prospectus supplement, including the documents incorporated
by reference herein, which describes the specific terms of this offering. The second part, the accompanying
prospectus, including the documents incorporated by reference therein, provides more general information about
securities that we may offer from time to time, some of which does not apply to this offering. Generally, when
we refer to this prospectus, we are referring to both parts of this document combined. We urge you to carefully
read this prospectus supplement and the accompanying prospectus, and the documents incorporated by reference
herein and therein, before buying any shares of Series C Preferred Stock being offered under this prospectus
supplement. This prospectus supplement may add, update or change information contained in the accompanying
prospectus. To the extent that any statement that we make in this prospectus supplement is inconsistent or
conflicts with statements made in the accompanying prospectus or any documents incorporated by reference
therein, the statements made in this prospectus supplement will be deemed to modify or supersede those made in
the accompanying prospectus and such documents incorporated by reference therein.

We urge you to carefully read this prospectus supplement, the accompanying prospectus and any related free
writing prospectus, together with the information incorporated by reference herein and therein, in each case, as
described under the heading “Where You Can Find More Information,” before buying any of the Series C
Preferred Stock being offered.

In this prospectus supplement, unless otherwise indicated or the context otherwise requires, references to
99 &, Y ‘e

“Sotherly,” “Company,” “we,” “us” and “our” refer collectively to Sotherly Hotels Inc., its operating partnership,
Sotherly Hotels LP, and its consolidated subsidiaries.

TRADE NAMES, LOGOS AND TRADEMARKS

All brand and trade names, logos or trademarks contained or referred to in this prospectus supplement and the
accompanying prospectus, as well as any document incorporated by reference in this prospectus supplement and
the accompanying prospectus, are the properties of their respective owners. These references shall not in any way
be construed as participation by, or endorsement of, the offering of any of our securities by any of our
franchisors.

“Hilton” and “DoubleTree” are registered trademarks of Hilton Worldwide, Inc. or one of its affiliates. All
references below to “DoubleTree” or “Hilton” mean Hilton Worldwide, Inc. and all of its affiliates and
subsidiaries.

“Crowne Plaza” is the registered trademark of Intercontinental Hotels Group or one of its affiliates. All
references below to “Crowne Plaza” include Intercontinental Hotels Group and all of its affiliates and
subsidiaries.

“Sheraton” is the registered trademark of Marriott International, Inc. or one of its affiliates. All references below
to “Sheraton” include Marriott International, Inc. and all of its affiliates and subsidiaries.

“Hyde Resort & Residences” is the registered trademark of SBE Entertainment Group or one of its affiliates. All
references below to “Hyde” include SBE Entertainment Group and all of its affiliates and subsidiaries.

None of DoubleTree, Hilton, Crowne Plaza, Sheraton or Hyde (collectively, the “trademark owners”) is
responsible for the content of this prospectus supplement or the accompanying prospectus, or for the information
incorporated by reference in this prospectus supplement and the accompanying prospectus, whether relating to
hotel information, operating information, financial information, its relationship with us or otherwise. None of the
trademark owners are involved in any way, whether as an “issuer” or “underwriter” or otherwise, in any offering
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by us of the securities covered by this prospectus supplement and the accompanying prospectus. None of the
trademark owners have expressed any approval or disapproval regarding the offering of securities pursuant to
this prospectus supplement and the accompanying prospectus, and the grant by any of them of any franchise or
other rights to us shall not be construed as any expression of approval or disapproval. None of the trademark
owners nor any of their respective officers, directors, members, managers, agents, stockholders, employees,
accountants or attorneys have assumed, and none shall have, any liability in connection with the offering of
securities contemplated by this prospectus supplement and the accompanying prospectus. If you purchase
securities in an offering pursuant to this prospectus supplement and the accompanying prospectus, your sole
recourse for any alleged or actual impropriety relating to any offer and sale of securities and the operation of our
business will be against us (and/or, as may be applicable, the seller of such securities) and in no event may you
seek to impose liability arising from or related to such activity, directly or indirectly, upon any of the trademark
owners or any of their respective officers, directors, members, managers, agents, stockholders, employees,
accountants or attorneys.
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SUMMARY

This summary highlights selected information about us, this offering and information appearing elsewhere in this
prospectus supplement and in the accompanying prospectus and in the documents we incorporate by reference
herein and therein. This summary is not complete and does not contain all of the information that you should
consider before investing in our Series C Preferred Stock. After you read this summary, to fully understand this
offering and its consequences to you, you should read and consider carefully the more detailed information and
financial statements and related notes that we include in or incorporate by reference into this prospectus
supplement and the accompanying prospectus, especially the sections entitled “Risk Factors” beginning on
page S-11 of this prospectus supplement and in Item 1A of Part I of our Annual Report on Form 10-K for the
year ended December 31, 2016 and in subsequent reports filed with the SEC. If you invest in our Series C
Preferred Stock, you are assuming a high degree of risk. This prospectus supplement may add to, update or
change information in the accompanying prospectus.

Company Overview

Sotherly was formed in August 2004 to own, acquire, renovate and reposition full-service, primarily upscale and
upper-upscale hotel properties located in the Mid-Atlantic and Southern United States. On December 21, 2004,
Sotherly successfully completed its initial public offering and elected to be treated as a self-advised real estate
investment trust (“REIT”) for federal income tax purposes. As of the date of this prospectus supplement, Sotherly
Hotels Inc. owns approximately 89.1% of the units of limited partnership interest in our operating partnership,
Sotherly Hotels LP. Limited partners (including certain of Sotherly’s officers and directors) own the remaining
units of limited partnership interest in our operating partnership.

As of the date of this prospectus supplement, our portfolio consists of eleven full-service, primarily upscale and
upper-upscale hotels with 2,838 rooms and approximately 149,435 square feet of meeting space as well as the
commercial unit (consisting of the designated lobby and front desk areas, offices, and certain other spaces) of the
Hyde Resort & Residences condominium hotel. Our eleven full service hotels are 100% owned by subsidiaries of
our operating partnership and eight operate under the Hilton™, Crowne Plaza™, DoubleTree™ and Sheraton™
brands, while three hotels operate independently of any brand affiliation. Our hotels are managed on a day-to-day
basis by MHI Hotels Services, LLC, which does business as, and which we refer to in this prospectus supplement
as, Chesapeake Hospitality.

Our portfolio is concentrated in markets that we believe possess multiple demand generators and have significant
barriers to entry for new product delivery, which are important factors for us in identifying hotel properties that
we expect will be capable of providing strong risk-adjusted returns.

Our Strengths and Strategies

Experienced Management Team. Our top three senior executives have an average of 20 years of experience
working in all facets of the lodging industry. We expect to continue to benefit from our management team’s
extensive experience and significant relationships throughout the lodging industry.

Strong Geographic Growth Markets. Most of our properties are located in, and we expect to continue to focus
our investment strategies on, major growth markets in the Southern United States, which we believe are
characterized by population growth, economic expansion, growth in new businesses and growth in the resort,
recreation and leisure segments.

Stable, Diversified Hotel Portfolio. We currently own eleven full services hotels and an interest in a
condominium hotel in the Mid-Atlantic and Southern United States and, for the six-month period ended June 30,
2017, our portfolio had average occupancy of more than 73% and an average daily rate of more than $146.
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Focused Business Model on Full-Service Hotels. All of our hotels are full-service hotels in the upscale and
upper-upscale categories. We expect to continue to focus our investment strategies on full-service hotels in the
upscale and upper-upscale categories because we believe these types of hotels will outperform the broader U.S.
hotel industry, and thus offer the highest returns on invested capital.

Repositioning of Hotels. We plan to reposition certain hotel properties as independent hotels and will consider on
a case-by-case basis upon the expiration of the respective franchise agreements or the acquisition of new hotel
properties.

Significant Industry Relationships to Source Unique Acquisitions. Our management team has extensive
relationships with sellers and other lodging industry participants, which we believe will continue to provide us
with opportunities to source off-market acquisition opportunities that may not be available to our competitors.

Disciplined Acquisition Focus. We historically have sought, and expect to continue to seek, to acquire hotels that
cater to both leisure and business travelers in prime locations in markets with significant barriers to entry and
significant demand generators such as large universities, airports, convention centers, corporate headquarters,
sports venues, and office buildings.

Our Properties

As of the date of this prospectus supplement, our portfolio consisted of the following 12 hotel properties:

Number
of Date of Chain
Property Rooms Location Acquisition Designation
Wholly-owned Hotels
Crowne Plaza Hollywood Beach
Resort .......... ... .. ... .... 311 Hollywood, FL August 9, 2007 Upscale
Crowne Plaza Tampa Westshore .. .. 222  Tampa, FL October 29, 2007 Upscale
TheDeSoto ..................... 246  Savanah, GA December 21, 2004 Independent
DoubleTree by Hilton Jacksonville
Riverfront .................... 293  Jacksonville, FL.  July 22, 2005 Upscale
DoubleTree by Hilton Laurel .. ..... 208 Laurel, MD December 21, 2004  Upscale
DoubleTree by Hilton Philadelphia
Alrport . ... 331 Philadelphia, PA December 21, 2004 Upscale
DoubleTree by Hilton Raleigh
Brownstone-University .......... 190 Raleigh, NC December 21, 2004  Upscale
Georgian Terrace ................ 326 Atlanta, GA March 27, 2014 Independent®
Hilton Wilmington Riverside . ... ... 272  Wilmington, NC  December 21,2004 Upper Upscale
Sheraton Louisville Riverside . . . . . .. 180  Jeffersonville, IN September 20, 2006 Upper Upscale
The Whitehall ................... 259  Houston, TX November 13, 2013  Independent
Hotel Rooms Subtotal . ............ 2,838
Condominium Hotel
Hyde Resort & Residences ......... 200@ Hollywood, FL. January 30, 2017 Independent™®
Total Hotel & Participating Condominium
Hotel Rooms ...................... 3,038

(1) We believe that The DeSoto, the Georgian Terrace and The Whitehall are equivalent to hotels that carry a
chain scale designation of upper-upscale, and that the Hyde Resort & Residences is equivalent to hotels that
carry a chain scale designation of luxury.
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(2) The number of condominium hotel rooms reflects only those rooms that were participating in the rental
program as of June 30, 2017. At any given time, some portion of the rooms participating in our rental
program may be occupied by the unit owner(s) and unavailable for rental to hotel guests.

In order for Sotherly to qualify as a REIT, it cannot directly manage or operate its wholly-owned hotels.
Therefore, our wholly-owned hotel properties are leased to MHI Hospitality TRS, LLC (“our TRS Lessee”), and
managed by Chesapeake Hospitality, an eligible independent management company owned and controlled by
certain individuals, including Andrew M. Sims, Sotherly’s chairman and chief executive officer, and Kim E.
Sims and Christopher L. Sims, each of whom is a former director of Sotherly, and William J. Zaiser, Sotherly’s
former executive vice president and chief financial officer. Andrew, Kim and Christopher Sims are siblings. Our
TRS Lessee is wholly-owned by MHI Hospitality TRS Holding, Inc. (“MHI Holding”), a taxable REIT
subsidiary that is wholly-owned by our operating partnership. Our TRS Lessee is disregarded as an entity
separate from MHI Holding for U.S. federal income tax purposes. Chesapeake Hospitality and its affiliates have
been in continuous operation since 1957. By using Chesapeake Hospitality as the management company, we
intend to continue to capitalize on the extensive experience of its management team. Chesapeake Hospitality and
its predecessors have operated for many years in markets where we have a presence, and its operations are driven
primarily by a focused sales, marketing and food and beverage strategy that we believe is critical to the success
of a full-service hotel.

Corporate Information

Sotherly was incorporated in Maryland in August 2004 and changed its name from MHI Hospitality Corporation
to Sotherly Hotels Inc., effective April 16, 2013. Our principal executive offices are located at 410 W. Francis
Street, Williamsburg, VA 23185. Our telephone number is (757) 229-5648. Our website is
http://www.sotherlyhotels.com. The information contained on, or that may be accessed through, our website
is not part of, and is not incorporated into, this prospectus supplement or the accompanying prospectus.
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THE OFFERING

The following summary contains basic information about the Series C Preferred Stock and the offering and is not
intended to be complete. For a more complete description of the terms of the Series C Preferred Stock, see
“Description of the Series C Preferred Stock” in this prospectus supplement and “Description of Common Stock
and Preferred Stock” in the accompanying prospectus. We reserve the right to reopen this series and issue
additional shares of Series C Preferred Stock either through public or private sale at any time.

Issuer ... ... . i Sotherly Hotels Inc.

Securities Offered .................. 1,200,000 shares (or 1,380,000 shares if the underwriter exercises its
over-allotment option in full) of our Series C Preferred Stock.

Ranking ........ ... ... ... ... .... The Series C Preferred Stock will rank, with respect to distribution
rights and rights upon our liquidation, dissolution or winding-up:

¢ senior to all classes or series of our common stock, and to all other
classes or series of our capital stock which is expressly designated
as ranking junior to the Series C Preferred Stock (the “Junior
Stock™);

* on parity with our Series B Preferred Stock and any other class or
series of our capital stock which are expressly designated as
ranking on parity with the Series C Preferred Stock (the ‘“Parity
Stock™); and

* junior to any class or series of our capital stock that we may later
authorize or issue which is expressly designated as ranking senior
to the Series C Preferred Stock and junior to our existing and future
indebtedness.

Any future authorization or issuance of a class or series of our capital
stock expressly designated as ranking senior to the Series C Preferred
Stock would require the affirmative vote of the holders of at least
two-thirds of the outstanding shares of our Series C Preferred Stock
voting together as a class with holders of any Parity Stock, including
our Series B Preferred Stock.

Distributions ............. .. ... .. .. Holders of shares of our Series C Preferred Stock will be entitled to
receive cumulative cash distributions on the Series C Preferred Stock,
payable quarterly in arrears on the 15th day of January, April, July
and October of each year (or if not a business day, on the next
succeeding business day), commencing on the first business day after
January 15, 2018, at the rate of 7.875% per annum of the $25.00
liquidation preference per share (equivalent to an annual rate of
$1.96875 per annum per share). Any distribution payable on the
Series C Preferred Stock for any partial or longer distribution period
(including the first distribution period after the sale of Series C
Preferred Stock in this offering) shall be computed on the basis of a
360-day year consisting of twelve 30-day months. Distributions on
the Series C Preferred Stock will accrue whether or not we have
earnings, whether or not there are funds legally available for the
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Optional Redemption ......

Special Optional Redemption

payment of such distributions and whether or not such distributions
are authorized or declared. The first distribution on the Series C
Preferred Stock sold in this offering will be paid on the first business
day after January 15, 2018 and will be in the pro rated amount of
$0.43203 per share.

Generally, distributions paid by regular C corporations to persons or
entities that are taxed as United States individuals are taxed for U.S.
federal income tax purposes at the rate applicable to long-term capital
gains, which is currently a maximum of 20%, subject to certain
limitations. Because we are a REIT, however, our distributions,
including distributions paid on our Series C Preferred Stock,
generally will continue to be taxed at regular ordinary income tax
rates for such purposes, except to the extent that the special rules
relating to qualified distribution income and capital gains
distributions paid by a REIT apply. See “Description of the Series C
Preferred Stock—Distributions” and the discussion under the heading
“Material U.S. Federal Income Tax Considerations” in the
accompanying prospectus.

We may not redeem the Series C Preferred Stock prior to October 15,
2022, except as described below under “Special Optional
Redemption” and in limited circumstances to preserve our status as a
REIT. On and after October 15, 2022, the Series C Preferred Stock
will be redeemable at our option, in whole or in part at any time or
from time to time, for cash at a redemption price of $25.00 per share
of Series C Preferred Stock, plus all accrued and unpaid distributions
up to, but not including, the redemption date. Any partial redemption
will be on a pro rata basis or by lot. See “Description of the Series C
Preferred Stock—Optional Redemption” in this prospectus
supplement.

Upon the occurrence of a Change of Control (as defined in
“Description of the Series C Preferred Stock—Special Optional
Redemption”), we may, at our option, redeem the Series C Preferred
Stock, in whole or in part within 120 days after the first date on which
such Change of Control occurred, by paying $25.00 per share of
Series C Preferred Stock, plus any accrued and unpaid distributions
to, but not including, the date of redemption. If, prior to the Change of
Control Conversion Date, we exercise our redemption right (whether
our optional redemption right or our special optional redemption
right), you will not have the conversion right described below in
respect of shares of our Series C Preferred Stock called for
redemption.

The “Change of Control Conversion Date” will be a business day that
is no less than 20 days nor more than 35 days after the date on which
we provide the notice described under “Description of Series C
Preferred Stock—Conversion Rights” to the holders of shares of the
Series C Preferred Stock. See “Description of the Series C Preferred
Stock—Special Optional Redemption” in this prospectus supplement.
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Conversion Rights . ................. Upon the occurrence of a Change of Control, each holder of shares of
the Series C Preferred Stock will have the right (unless, prior to the
Change of Control Conversion Date, we have provided or provide
notice of our election to redeem shares of our Series C Preferred
Stock) to convert some or all of the shares of the Series C Preferred
Stock held by such holder on the Change of Control Conversion Date
into a number of shares of our common stock per share of our Series
C Preferred Stock to be converted equal to the lesser of:

* the quotient obtained by dividing (i) the sum of the $25.00
liquidation preference plus the amount of any accrued and unpaid
distributions to, but not including, the Change of Control
Conversion Date (unless the Change of Control Conversion Date is
after a record date for a Series C Preferred Stock distribution
payment and prior to the corresponding Series C Preferred Stock
distribution payment date, in which case no additional amount for
such accrued and unpaid distribution will be included in this sum)
by (ii) the Common Stock Price (as defined herein); and

* 8.50340, (the “Share Cap”), subject to certain adjustments;

subject, in each case, to provisions for the receipt of alternative
consideration, as described in this prospectus supplement.

The Share Cap is subject to pro rata adjustments for any Share Splits
(as defined herein) with respect to shares of our common stock as
follows: the adjusted Share Cap as the result of a Share Split will be
the number of shares of our common stock that is equivalent to the
product of (i) the Share Cap in effect immediately prior to such Share
Split multiplied by (ii) a fraction, the numerator of which is the
number of shares of our common stock outstanding after giving effect
to such Share Split and the denominator of which is the number of
shares of our common stock outstanding immediately prior to such
Share Split.

If we have provided or provide a redemption notice, whether pursuant
to our special optional redemption right in connection with a Change
of Control or our optional redemption right, holders of shares of our
Series C Preferred Stock that we have called for redemption will not
have any right to convert the shares of Series C Preferred Stock that
we have called for redemption in connection with the Change of
Control Conversion Right (as defined herein) and any of the shares of
Series C Preferred Stock subsequently selected for redemption that
have been tendered for conversion will be redeemed on the related
date of redemption instead of converted on the Change of Control
Conversion Date.

For definitions of “Change of Control Conversion Right,” “Change of
Control Conversion Date,” “Common Stock Price” and “Share Split”

and for a description of the adjustments and provisions for the receipt
of alternative consideration that may be applicable to the Change of
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Liquidation Preference

Control Conversion Right, see “Description of the Series C Preferred
Stock—Conversion Rights” in this prospectus supplement.

Except as provided above in connection with a Change of Control, the
Series C Preferred Stock is not convertible into or exchangeable for
any other securities or property.

A “Change of Control” is when, after the original issuance of the
Series C Preferred Stock, the following have occurred and are
continuing:

¢ the acquisition by any person, including any syndicate or group
deemed to be a “person” under Section 13(d)(3) of the Securities
Exchange Act of 1934, as amended (the “Exchange Act”), of
beneficial ownership, directly or indirectly, through a purchase,
merger or other acquisition transaction or series of purchases,
mergers or other acquisition transactions of shares of our company
entitling that person to exercise more than 50% of the total voting
power of all shares of our company entitled to vote generally in
elections of directors (except that such person will be deemed to
have beneficial ownership of all securities that such person has the
right to acquire, whether such right is currently exercisable or is
exercisable only upon the occurrence of a subsequent condition);
and

* following the closing of any transaction referred to in the bullet
point above, neither we nor the acquiring or surviving entity has a
class of common securities (or ADRs representing such securities)
listed on the NYSE, the NYSE American or NASDAQ or listed or
quoted on an exchange or quotation system that is a successor to
the NYSE, the NYSE American or NASDAQ.

Notwithstanding any other provision of the Series C Preferred Stock,
no holder of shares of our Series C Preferred Stock will be entitled to
convert such shares of our Series C Preferred Stock into shares of our
common stock to the extent that receipt of such shares of common
stock would cause such holder (or any other person) to exceed the
share ownership limits contained in our charter, including the articles
supplementary setting forth the terms of the Series C Preferred Stock.
See “Description of Our Common Stock and Preferred Stock—
Restrictions on Ownership and Transfer” in the accompanying
prospectus.

If we liquidate, dissolve or wind-up, holders of shares of the Series C
Preferred Stock will have the right to receive $25.00 per share of
Series C Preferred Stock, plus accrued and unpaid distributions
(whether or not earned or declared) up to, but not including, the date
of payment, before any payment is made to holders of our common
stock and any other class or series of Junior Stock. The rights of
holders of shares of our Series C Preferred Stock to receive their
liquidation preference will be subject to the proportionate rights of
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No Maturity, Sinking Fund or
Mandatory Redemption . ...........

Further Issuances . . ..

Limited Voting Rights

holders of the Series B Preferred Stock and any other class or series
of our capital stock ranking senior to or on parity with our Series C
Preferred Stock as to liquidation. See “Description of the Series C
Preferred Stock—Liquidation Preference” in this prospectus
supplement.

The Series C Preferred Stock has no maturity date and we are not
required to redeem the Series C Preferred Stock at any time.

Accordingly, shares of our Series C Preferred Stock will remain
outstanding indefinitely, unless we decide, at our option, to exercise
our redemption rights or, under circumstances where the holders of
shares of our Series C Preferred Stock have a conversion right, the
holders of shares of the Series C Preferred Stock decide to convert the
Series C Preferred Stock. The Series C Preferred Stock is not subject
to any sinking fund. See “Description of the Series C Preferred
Stock—No Maturity, Sinking Fund or Mandatory Redemption” in
this prospectus supplement.

We may classify and issue additional shares of Series C Preferred
Stock ranking equally and ratably with the Series C Preferred Stock
offered by this prospectus supplement in all respects, so that such
additional shares of Series C Preferred Stock will be consolidated and
form a single series with the Series C Preferred Stock offered by this
prospectus supplement and will have the same terms as to status,
redemption or otherwise.

Holders of shares of our Series C Preferred Stock will generally have
no voting rights. However, if we are in arrears on distributions on the
Series C Preferred Stock for six or more quarterly periods, whether or
not consecutive, holders of shares of the Series C Preferred Stock
(voting together as a class with the holders of our Series B Preferred
Stock and all other classes or series of Parity Stock upon which like
voting rights have been conferred and are exercisable) will be entitled
to vote at a special meeting or at our next annual meeting and each
subsequent annual meeting of stockholders for the election of two
additional directors to serve on our board of directors until all unpaid
distributions and the distribution for the then current period with
respect to the Series C Preferred Stock and any other class or series of
Parity Stock have been fully paid or declared and a sum sufficient for
the payment thereof set aside for payment. The affirmative vote of the
holders of at least two-thirds of the outstanding shares of Series C
Preferred Stock, voting together as a single class with the holders of
any other class or series of our Parity Stock upon which like voting
rights have been conferred and are exercisable, is required for us to
authorize, create or increase the number of shares of any class or
series of our capital stock expressly designated as ranking senior to
the Series C Preferred Stock as to distribution rights and rights upon
our liquidation, dissolution or winding up. In addition, the affirmative
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Information Rights .................

Listing . ..

Restrictions on Ownership and

Transfer

vote of at least two-thirds of the outstanding shares of our Series C
Preferred Stock (voting as a separate class) is required to amend our
charter (including the articles supplementary designating our Series C
Preferred Stock) in a manner that materially and adversely affects the
rights of the holders of shares of our Series C Preferred Stock
disproportionately relative to other classes or series of Parity Stock.

Among other things, we may, without any vote of the holders of
shares of the Series C Preferred Stock, issue additional shares of
Series C Preferred Stock and we may authorize and issue additional
shares of any class or series of senior stock or parity stock. See
“Description of the Series C Preferred Stock—Limited Voting
Rights” in this prospectus supplement.

During any period in which we are not subject to the reporting
requirements of Section 13 or 15(d) of the Exchange Act, and any
shares of Series C Preferred Stock are outstanding, we will

(1) transmit by mail or other permissible means under the Exchange
Act to all holders of shares of the Series C Preferred Stock as their
names and addresses appear in our record books and without cost to
such holders, copies of the Annual Reports on Form 10-K and
Quarterly Reports on Form 10-Q that we would have been required to
file with the SEC pursuant to Section 13 or 15(d) of the Exchange Act
if we were subject thereto (other than any exhibits that would have
been required) and (ii) within 15 days following written request,
supply copies of such reports to any prospective holder of shares of
the Series C Preferred Stock. We will mail (or otherwise provide) the
reports to the holders of shares of the Series C Preferred Stock within
15 days after the respective dates by which we would have been
required to file such reports with the SEC if we were subject to
Section 13 or 15(d) of the Exchange Act. See “Description of the
Series C Preferred Stock—Information Rights” in this prospectus
supplement.

We have filed an application to list the Series C Preferred Stock on
NASDAQ under the symbol “SOHOO.” If the listing is approved, we
expect trading of the Series C Preferred Stock on NASDAQ to
commence within 30 days after initial delivery of the Series C
Preferred Stock.

For us to qualify as a REIT under the Internal Revenue Code of 1986,
as amended (the “Code”), not more than 50% in value of our
outstanding shares of capital stock may be owned, directly or
indirectly, by five or fewer individuals, as defined in the Code. In
order to assist us in meeting these requirements, among other
purposes, no one person may own, actually or constructively, more
than 9.9% of the aggregate number of the outstanding shares of Series
C Preferred Stock or more than 9.9% in value of the aggregate of the
outstanding shares of our classes of stock. See “Description of
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Common Stock and Preferred Stock—Restrictions on Ownership and
Transfer” in the accompanying prospectus and “Description of the
Series C Preferred Stock—Restrictions on Ownership and Transfer”
in this prospectus supplement.

Useof Proceeds .................... We estimate that the net proceeds to us from this offering will be
approximately $27,955,000, after deducting the underwriting discount
and other estimated offering expenses payable by us (or
approximately $32,286,250 if the underwriters fully exercise their
option to purchase additional shares). We intend to contribute all of
the net proceeds from this offering to our operating partnership in
exchange for Series C Cumulative Redeemable Preferred units of
limited partnership interest in our operating partnership, the economic
terms of which are substantially similar to the terms of the Series C
Preferred Stock. We intend that our operating partnership will
subsequently use the net proceeds from this offering to redeem in full
the outstanding balance of our operating partnership’s 7.0% Senior
Unsecured Notes due 2019, which may be redeemed at our option on
or after November 15, 2017 at a redemption price equal to 101% of
the principal amount thereof and the remaining net proceeds for
general corporate purposes, including potential future acquisitions of
hotel properties. See “Use of Proceeds” in this prospectus
supplement.

Tax Considerations ................. The material federal income tax considerations of purchasing, owning
and disposing of shares of our Series C Preferred Stock are
summarized in the discussions under the heading “Supplemental
Material U.S. Federal Income Tax Considerations” in this prospectus
supplement and under the heading “Material U.S. Federal Income Tax
Considerations” in the accompanying prospectus.

Form ....... ... ... ... .. ... ....... The Series C Preferred Stock will be issued and maintained in book-
entry form registered in the name of the nominee DTC, except under
limited circumstances.

Unless otherwise indicated, all information in this prospectus supplement assumes no exercise by the
underwriters of their option to purchase additional shares of Series C Preferred Stock to cover over-allotments,

if any.

S-10




RISK FACTORS

An investment in shares of our Series C Preferred Stock involves a high degree of risk. You should carefully
consider the risk factors in our most recent Annual Report on Form 10-K and our subsequent Quarterly Reports
on Form 10-Q, both incorporated by reference herein, and the risk factors and other information contained in this
prospectus supplement, the accompanying prospectus and any related free writing prospectus before acquiring
shares of Series C Preferred Stock. The occurrence of any of these risks might cause you to lose all or part of
your investment in the Series C Preferred Stock. Please also refer to the section below entitled “Cautionary Note
on Forward-Looking Statements.”

Risks Related to the Series C Preferred Stock and this Offering

Our Series C Preferred Stock is subordinate to our existing and future debt, and your interests could be
diluted by the issuance of additional preferred shares and by other transactions.

The Series C Preferred Stock will rank junior to all of our existing and future debt and to other non-equity claims
on us and our assets available to satisfy claims against us, including claims in bankruptcy, liquidation or similar
proceedings. Our future debt may include restrictions on our ability to pay distributions to preferred stockholders.
Our charter currently authorizes the issuance of up to 11,000,000 shares of preferred stock in one or more classes
or series. As of the date of this prospectus supplement, there are 1,610,000 shares of Series B Preferred Stock
outstanding. Subject to limitations prescribed by Maryland law and our charter, our board of directors is
authorized to issue, from our authorized but unissued shares of capital stock, preferred stock in such classes or
series as our board of directors may determine and to establish from time to time the number of shares of
preferred stock to be included in any such class or series. The issuance of additional shares of Series C Preferred
Stock or additional shares of Series B Preferred Stock or another series of preferred stock designated as ranking
on parity with the Series C Preferred Stock would dilute the interests of the holders of shares of the Series C
Preferred Stock, and the issuance of shares of any class or series of our capital stock expressly designated as
ranking senior to the Series C Preferred Stock or the incurrence of additional indebtedness could affect our
ability to pay distributions on, redeem or pay the liquidation preference on the Series C Preferred Stock. Other
than the conversion right afforded to holders of shares of the Series C Preferred Stock as described in this
prospectus supplement, the provisions relating to the Series C Preferred Stock do not contain any terms relating
to or limiting our indebtedness or affording the holders of shares of the Series C Preferred Stock protection in the
event of a highly leveraged or other transaction, including a merger or the sale, lease or conveyance of all or
substantially all our assets, that might adversely affect the holders of shares of the Series C Preferred Stock, so
long as the rights, preferences, privileges or voting power of the Series C Preferred Stock or the holders thereof
are not materially and adversely affected.

The Series C Preferred Stock has not been rated.

Our Series C Preferred Stock has not been rated by any nationally recognized statistical rating organization,
which may negatively affect their market value and your ability to sell such shares. No assurance can be given,
however, that one or more rating agencies might not independently determine to issue such a rating or that such a
rating, if issued, would not adversely affect the market price of our Series C Preferred Stock. In addition, we may
elect in the future to obtain a rating of our Series C Preferred Stock, which could adversely impact the market
price of our Series C Preferred Stock. Ratings only reflect the views of the rating agency or agencies issuing the
ratings and such ratings could be revised downward or withdrawn entirely at the discretion of the issuing rating
agency if in its judgment circumstances so warrant. Any such downward revision or withdrawal of a rating could
have an adverse effect on the market price of our Series C Preferred Stock.

As a holder of shares of the Series C Preferred Stock, you have extremely limited voting rights.

Your voting rights as a holder of shares of the Series C Preferred Stock will be limited. Our shares of common
stock are the only class of our securities carrying full voting rights. Voting rights for holders of shares of the
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Series C Preferred Stock exist primarily with respect to adverse changes in the terms of the Series C Preferred
Stock, the creation of additional classes or series of preferred shares that are senior to the Series C Preferred
Stock and our failure to pay distributions on the Series C Preferred Stock for six or more quarterly periods
(whether or not consecutive). Other than these limited voting rights described in this prospectus supplement,
holders of shares of the Series C Preferred Stock will not have any voting rights. See “Description of the Series C
Preferred Stock—Limited Voting Rights” in this prospectus supplement.

If you own shares of our Series C Preferred Stock, you will not be entitled to any rights with respect to shares
of our common stock, but you will be subject to all changes made with respect to our common stock.

If you own shares of our Series C Preferred Stock, you will not be entitled to any rights with respect to shares of
our common stock (including, without limitation, voting rights and rights to receive any distributions or other
distributions on our common stock), but you will be subject to all changes affecting the common stock.

You will have rights with respect to shares of our common stock only if and when we deliver common stock to
you upon conversion of your shares of Series C Preferred Stock in connection with a Change of Control, and, in
certain cases, under the conversion rate adjustments applicable to our Series C Preferred Stock. For example, in
the event that an amendment is proposed to our charter requiring stockholder approval and the record date for
determining the stockholders of record entitled to vote on the amendment occurs prior to the delivery of common
stock to you following a conversion, you will not be entitled to vote on the amendment, although you will
nevertheless be subject to any changes in the powers, preferences or special rights of our common stock.

Our cash available for distributions may not be sufficient to pay distributions on the Series C Preferred Stock
at expected levels, and we cannot assure you of our ability to pay distributions in the future. We may use
borrowed funds or funds from other sources to pay distributions, which may adversely impact our operations.

We intend to pay regular quarterly distributions to holders of our Series C Preferred Stock. Distributions declared
by us will be authorized by our board of directors in its sole discretion out of assets legally available for
distribution and will depend upon a number of factors, including our earnings, our financial condition, the
requirements for qualification as a REIT, restrictions under applicable law, our need to comply with the terms of
our existing financing arrangements, the capital requirements of our company and other factors as our board of
directors may deem relevant from time to time. We may be required to fund distributions from working capital,
proceeds of this offering or a sale of assets to the extent distributions exceed earnings or cash flows from
operations. Funding distributions from working capital would restrict our operations. If we are required to sell
assets to fund distributions, such asset sales may occur at a time or in a manner that is not consistent with our
disposition strategy. If we borrow to fund distributions, our leverage ratios and future interest costs would
increase, thereby reducing our earnings and cash available for distribution from what they otherwise would have
been. We may not be able to pay distributions in the future. In addition, some of our distributions may be
considered a return of capital for income tax purposes. If we decide to make distributions in excess of our current
and accumulated earnings and profits, such distributions would generally be considered a return of capital for
federal income tax purposes to the extent of the holder’s adjusted tax basis in its shares. A return of capital is not
taxable, but it has the effect of reducing the holder’s adjusted tax basis in its investment. If distributions exceed
the adjusted tax basis of a holder’s shares, they will be treated as gain from the sale or exchange of such stock.

Our ability to pay distributions is limited by the requirements of Maryland law.

Our ability to pay distributions on our Series C Preferred Stock is limited by the laws of Maryland. Under
applicable Maryland law, a Maryland corporation may not make a distribution if, after giving effect to the
distribution, the corporation would not be able to pay its debts as the debts become due in the usual course of
business, or the corporation’s total assets would be less than the sum of its total liabilities plus the amount that
would be needed, if the corporation were dissolved at the time of the distribution, to satisfy the preferential rights
upon dissolution of stockholders whose preferential rights are superior to those receiving the distribution.
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Accordingly, we may not make a distribution on our Series C Preferred Stock if, after giving effect to the
distribution, we would not be able to pay our debts as they become due in the usual course of business or our
total assets would be less than the sum of our total liabilities plus the amount that would be needed to satisfy the
preferential rights upon dissolution of the holders of shares of any series of preferred stock then outstanding, if
any, with preferences senior to those of our Series C Preferred Stock.

Holders of shares of the Series C Preferred Stock should not expect us to redeem the Series C Preferred Stock
on or after the date they become redeemable at our option.

The Series C Preferred Stock will be a perpetual equity security. This means that it will have no maturity or
mandatory redemption date and will not be redeemable at the option of the holders. The Series C Preferred Stock
may be redeemed by us at our option either in whole or in part, from time to time, at any time on or after
October 15, 2022 or upon the occurrence of a Change of Control. Any decision we may make at any time to
propose a redemption of the Series C Preferred Stock will depend upon, among other things, our evaluation of
our capital position, the composition of our stockholders’ equity and general market conditions at that time.

The Change of Control conversion feature of the our Series C Preferred Stock may not adequately compensate
you, and the change of control conversion and redemption features of our Series C Preferred Stock may make
it more difficult for a party to take over our company or discourage a party from taking over our company.

Upon a Change of Control, holders of our Series C Preferred Stock will have the right (unless, prior to the
Change of Control Conversion Date, we have provided or provide notice of our election to exercise our special
optional redemption right) to convert some or all of their shares of our Series C Preferred Stock into shares of our
common stock (or equivalent value of alternative consideration). See “Description of the Series C Preferred
Stock—Special Optional Redemption” and “—Conversion Rights” in this prospectus supplement. Upon such a
conversion, holders will be limited to a maximum number of shares equal to the Share Cap, subject to
adjustments. If the Common Stock Price is less than $2.94 (which is approximately 50% of the per-share closing
sale price of our common stock on October 3, 2017), subject to adjustment, holders will receive a maximum of
8.50340 shares of our common stock per share of Series C Preferred Stock, which may result in a holder
receiving value that is less than the liquidation preference of the Series C Preferred Stock. In addition, those
features of our Series C Preferred Stock may have the effect of inhibiting or discouraging a third party from
making an acquisition proposal for our company or of delaying, deferring or preventing a change in control of
our company under circumstances that otherwise could provide the holders of shares of our common stock and
shares of our Series C Preferred Stock with the opportunity to realize a premium over the then current market
price or that stockholders may otherwise believe is in their best interests.

There is no established trading market for the Series C Preferred Stock, listing on NASDAQ does not
guarantee a market for the Series C Preferred Stock and the market price and trading volume of the Series C
Preferred Stock may fluctuate significantly.

The Series C Preferred Stock is a new issue of securities with no trading market. We have filed an application to
list the Series C Preferred Stock on NASDAQ. However, an active and liquid trading market to sell the Series C
Preferred Stock may not develop after the issuance of the Series C Preferred Stock offered hereby or, even if it
develops, may not be sustained. Because the Series C Preferred Stock has no stated maturity date, investors
seeking liquidity may be limited to selling their shares in the secondary market. If an active trading market does
not develop, the market price and liquidity of the Series C Preferred Stock may be adversely affected. Even if an
active public market does develop, we cannot guarantee you that the market price for the Series C Preferred
Stock will equal or exceed the price you pay for your Series C Preferred Stock.

The market determines the trading price for the Series C Preferred Stock and may be influenced by many factors,
including our history of paying distributions on the Series C Preferred Stock, variations in our financial results,

the market for similar securities, investors’ perception of us, our issuance of additional preferred equity or
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indebtedness and general economic, industry, interest rate and market conditions. Because the Series C Preferred
Stock carries a fixed distribution rate, their value in the secondary market will be influenced by changes in
interest rates and will tend to move inversely to such changes. In particular, an increase in market interest rates
may result in higher yields on other financial instruments and may lead purchasers of Series C Preferred Stock to
demand a higher yield on the price paid for the Series C Preferred Stock, which could adversely affect the market
price of the Series C Preferred Stock.

Market interest rates may have an effect on the value of the Series C Preferred Stock.

One of the factors that will influence the price of the Series C Preferred Stock will be the distribution yield on the
Series C Preferred Stock (as a percentage of the market price of the Series C Preferred Stock) relative to market
interest rates. An increase in market interest rates, which are currently at low levels relative to historical rates,
may lead prospective purchasers of the Series C Preferred Stock to expect a higher distribution yield (and higher
interest rates would likely increase our borrowing costs and potentially decrease funds available for distribution
payments). Thus, higher market interest rates could cause the market price of the Series C Preferred Stock to
decrease and reduce the amount of funds that are available and may be used to make distribution payments.

If our common stock is delisted, your ability to transfer or sell your Series C Preferred Stock may be limited
and the market value of the Series C Preferred Stock will be materially adversely affected.

The Series C Preferred Stock does not contain provisions that protect you if shares of our common stock are
delisted. Since the Series C Preferred Stock has no mandatory redemption date, you may be forced to hold your
shares of our Series C Preferred Stock and receive stated distributions on the shares when, as and if authorized by
our board of directors and declared by us with no assurance as to ever receiving the liquidation preference. In
addition, if shares of our common stock are delisted, it is likely that the Series C Preferred Stock will be delisted
as well. Accordingly, if shares of our common stock are delisted, your ability to transfer or sell your shares of our
Series C Preferred Stock may be limited and the market value of the Series C Preferred Stock will be materially
adversely affected.

In the event of a liquidation, you may not receive the full amount of your liquidation preference.

In the event of a liquidation of the Company, the proceeds will be used first to repay indebtedness and then to
pay holders of shares of the Series B Preferred Stock and the Series C Preferred Stock and any other class or
series of our capital stock ranking senior to or on parity with the Series C Preferred Stock as to liquidation the
amount of each holder’s liquidation preference and accrued and unpaid distributions through the date of payment.
In the event the Company has insufficient funds to make payments in full to holders of the shares of the Series B
Preferred Stock and Series C Preferred Stock and any other class or series of our capital stock ranking senior to
or on parity with the Series C Preferred Stock as to liquidation, such funds will be distributed ratably among such
holders and such holders may not realize the full amount of their liquidation preference.
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CAUTIONARY NOTE ON FORWARD-LOOKING STATEMENTS

Certain statements contained in this prospectus supplement and the accompanying prospectus and the documents
incorporated by reference herein and therein constitute forward-looking statements within the meaning of
Section 27A of the Securities Act of 1933, as amended (the “Securities Act”), and Section 21E of the Exchange
Act. We intend such forward-looking statements to be covered by the safe harbor provisions for forward-looking
statements contained in the Private Securities Litigation Reform Act of 1995. The forward-looking statements
involve known and unknown risks, uncertainties and other factors, which may cause our actual results,
performance or achievements to be materially different from future results, performance or achievements
expressed or implied by such forward-looking statements.

Forward-looking statements, which are based on certain assumptions and describe our current strategies,
expectations and future plans, are generally identified by our use of words, such as “intend,” “plan,” “may,”
“should,” “will,” “project,” “estimate,” “anticipate,” “believe,” “expect,” “continue,” “ potential,” “opportunity,”
and similar expressions, whether in the negative or affirmative, but the absence of these words does not
necessarily mean that a statement is not forward-looking. The factors listed under “Risk Factors” on page S-11 of
this prospectus supplement and in any documents incorporated by reference into this prospectus, including our
Annual Report on Form 10-K for the year ended December 31, 2016 and subsequent reports filed with the SEC,
as well as any cautionary language in this prospectus, provide examples of risks, uncertainties and events that
may cause our actual results to differ materially from the expectations we describe in our forward-looking
statements. Such risks and uncertainties include, among other things, risks and uncertainties related to:

EEINYs EEINYs 29 < 9% <

* national and local economic and business conditions that affect occupancy rates and revenues at our
hotels and the demand for hotel products and services;

» risks associated with the hotel industry, including competition and new supply of hotel rooms,
increases in wages, energy costs and other operating costs;

» risks associated with adverse weather conditions, including hurricanes;
e the availability and terms of financing and capital and the general volatility of the securities markets;
e the Company’s intent to repurchase shares from time to time;

» risks associated with the level of our indebtedness and our ability to meet covenants in our debt
agreements and, if necessary, to refinance or seek an extension of the maturity of such indebtedness or
modify such debt agreements;

* management and performance of our hotels;

e risks associated with maintaining our system of internal controls;

» risks associated with the conflicts of interest of the Company’s officers and directors;

e risks associated with redevelopment and repositioning projects, including delays and cost overruns;

e supply and demand for hotel rooms in our current and proposed market areas;

» risks associated with our ability to maintain our franchise agreements with our third party franchisors;

* our ability to acquire additional properties and the risk that potential acquisitions may not perform in
accordance with expectations;

e our ability to successfully expand into new markets;
e legislative/regulatory changes, including changes to laws governing taxation of REITS;
e the Company’s ability to maintain its qualification as a REIT;

e our ability to maintain adequate insurance coverage; and

S-15



e other factors, including those discussed in “Risk Factors” in this prospectus supplement and the
accompanying prospectus and the documents incorporated by reference herein and therein.

These risks and uncertainties should be considered in evaluating any forward-looking statement contained in this
prospectus supplement and the accompanying prospectus and the documents incorporated by reference or
incorporated by reference herein, or therein. All forward-looking statements speak only as of the date of this
prospectus or, in the case of any document incorporated by reference, the date of that document. All subsequent
written and oral forward-looking statements attributable to us or any person acting on our behalf are qualified by
the cautionary statements in this section. We undertake no obligation to update or publicly release any revisions
to forward-looking statements to reflect events, circumstances or changes in expectations after the date of this
prospectus supplement, except as required by law. In addition, our past results are not necessarily indicative of
our future results.
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PRO FORMA RATIO OF EARNINGS TO COMBINED FIXED CHARGES AND PREFERRED
DIVIDENDS

Our pro forma ratios of earnings to fixed charges and earnings to fixed charges and preferred dividends, after
giving effect to this offering and the use of the net proceeds as described in this prospectus supplement, for the
periods shown are as follows:

Pro Forma Consolidated
Six Months Ended Year Ended

June 30, 2017 December 31, 2016
Ratio of earnings to fixed charges ................ 2.09M 1.18@
Ratio of earnings to combined fixed charges and
preferred dividends . .. ......... ... ... .. ..... 1.473 0.98@®

(1) On a pro forma basis, earnings totaled approximately $13,854,600 and fixed charges totaled approximately
$6,634,300.

(2) On a pro forma basis, earnings totaled approximately $18,405,900 and fixed charges totaled approximately
$15,628,100.

(3) On a pro forma basis, earnings totaled approximately $13,854,600 and combined fixed charges and
preferred dividends totaled approximately $9,425,500.

(4) On a pro forma basis, earnings totaled approximately $18,405,900 and combined fixed charges and
preferred dividends totaled approximately $18,795,600.

For this purpose, “earnings” before pro forma adjustments consist of net income (loss) before noncontrolling
interests and fixed charges, less capitalized interest; “fixed charges” before pro forma adjustments consist of
interest expense, capitalized interest and amortization of deferred financing fees, whether expensed or
capitalized; and “preferred stock dividends” before pro forma adjustments consist of the amount of pre-tax
earnings required to pay dividends on our Series B Preferred Stock.



USE OF PROCEEDS

We estimate that the net proceeds from this offering after deducting the underwriting discount and estimated
offering costs and expenses payable by us, will be approximately $27,955,000 (or $32,286,250 if the
underwriters fully exercise their option to purchase additional shares). We currently intend to contribute all of the
net proceeds from the sale of shares of the Series C Preferred Stock to the operating partnership in exchange for
newly classified Series C Cumulative Redeemable Preferred units of limited partnership interest in our operating
partnership, the economic terms of which are substantially similar to the terms of the Series C Preferred Stock.
We intend that our operating partnership will use the net proceeds from this offering to redeem in full the
outstanding balance of our operating partnership’s 7.0% Senior Unsecured Notes due 2019, which may be
redeemed at our option on or after November 15, 2017 at a redemption price of 101% of the principal amount
thereof. The aggregate outstanding balance of our operating partnership’s 7.0% Senior Unsecured Notes due
2019 was $25.3 million as of June 30, 2017. We intend for our operating partnership to use the remaining net
proceeds from this offering for general corporate purposes, including potential future acquisitions of hotel
properties.

Pending the permanent use of the net proceeds of this offering, we may invest the net proceeds in interest-

bearing, short-term investment-grade securities, money-market accounts or other investments that are consistent
with our qualification to be taxed as a REIT for federal income tax purposes.
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DESCRIPTION OF THE SERIES C PREFERRED STOCK

The following is a summary of the material terms and provisions of the 7.875% Series C Cumulative Redeemable
Perpetual Preferred Stock, par value 30.01 per share, which we refer to in this prospectus supplement as the
Series C Preferred Stock. This summary is in all respects subject to, and qualified in its entirety by, reference to
the applicable provisions of our charter, including the articles supplementary relating to the Series C Preferred
Stock offered hereby, which will be filed as an exhibit to a Current Report on Form 8-K in connection with this
offering, and our bylaws, each of which is available from us as described under “Where You Can Find More
Information” in this prospectus supplement and is incorporated by reference in this prospectus supplement. This
description of the specific terms of the Series C Preferred Stock supplements the description of the general terms
and provisions of our preferred stock set forth in the accompanying prospectus under “Description of Common
and Preferred Stock.”

General

We currently are authorized to issue up to 11,000,000 shares of preferred stock in one or more series. Each series
will have the designations, powers, preferences, rights, qualifications, limitations or restrictions as Maryland law
may permit and our board of directors may determine by adoption of applicable articles supplementary to our
charter. Prior to this offering, there were 1,610,000 shares of our 8.0% Series B Cumulative Redeemable
Perpetual Preferred Stock outstanding.

In connection with this offering, our board of directors will adopt, and we will file with the Maryland State
Department of Assessments and Taxation, articles supplementary designating the terms of the Series C Preferred
Stock. Our board of directors may, without notice to or the consent of holders of shares of the Series C Preferred
Stock, authorize the issuance and sale of additional shares of Series C Preferred Stock from time to time.

Ranking

The Series C Preferred Stock will rank, with respect to distribution rights and rights upon voluntary or
involuntary liquidation, dissolution or winding-up of our affairs, senior to all classes or series of our common
stock and to any other class or series of our capital stock which is expressly designated as ranking junior to the
Series C Preferred Stock (collectively, “Junior Stock™), on parity with any class of our capital stock which is
expressly designated as ranking on parity with the Series C Preferred Stock (collectively, “Parity Stock”),
including our Series B Preferred Stock, junior to any other class or series of our capital stock that we may later
authorize or issue which is designated as ranking senior to the Series C Preferred Stock, and junior to our existing
and future indebtedness. Any future authorization or issuance of a class or series of our capital stock expressly
designated as ranking senior to the Series C Preferred Stock will require the affirmative vote of the holders of at
least two-thirds of the outstanding shares of Series C Preferred Stock and all other shares of any class or series
ranking on parity with the Series C Preferred Stock that are entitled to similar voting rights, including our Series
B Preferred Stock (voting together as a single class).

Distributions

Subject to the preferential rights of any security senior to the Series C Preferred Stock as to distributions, the
holders of shares of the Series C Preferred Stock will be entitled to receive, when, as and if authorized by our
board of directors and declared by us out of funds legally available for the payment of distributions, cumulative
cash distributions at the rate of 7.875% per annum of the $25.00 liquidation preference per share of the Series C
Preferred Stock (equivalent to an annual rate of $1.96875 per share of the Series C Preferred Stock).
Distributions will be payable quarterly in arrears on the 15th day of January, April, July and October of each year
(or if not a business day, on the next succeeding business day), commencing on the first business day after
January 15, 2018. Distributions payable on the Series C Preferred Stock for any partial or longer period
(including the first distribution period after the sale of Series C Preferred Stock in this offering) will be computed
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on the basis of a 360-day year consisting of twelve 30-day months. Accrued but unpaid distributions on the
Series C Preferred Stock will accumulate as of the distribution payment date on which they first became payable.
Distributions on the Series C Preferred Stock will accrue whether or not:

* we have earnings;
e there are funds legally available for the payment of those distributions; or

e those distributions are authorized or declared.

Except as described in the next paragraph, unless full cumulative distributions on the Series C Preferred Stock for
all past distribution periods shall have been, or contemporaneously are, declared and paid in cash or declared and
a sum sufficient for the payment thereof in cash is set aside for payment, we will not:

e declare or pay or set aside for payment of distributions, and we will not declare or make any
distribution of cash or other property, directly or indirectly, on or with respect to any shares of our
common stock, or any other class or series of Parity Stock or Junior Stock for any period; or

e redeem, purchase or otherwise acquire for any consideration, or make any other distribution of cash or
other property, directly or indirectly, on or with respect to, or pay or make available any monies for a
sinking fund for the redemption of, any common stock, or any other class or series of Parity Stock or
Junior Stock.

The foregoing sentence, however, will not prohibit:
» distributions payable solely in shares of our common stock or shares of Junior Stock;
» the conversion into or exchange for other shares of any class or series of Junior Stock; and

» our purchase of Series C Preferred Stock, Parity Stock or Junior Stock pursuant to our charter to the
extent necessary to preserve our status as a REIT.

The first distribution on the shares of our Series C Preferred Stock sold in this offering will be paid on the first
business day after January 15, 2018 and will be in the pro rated amount of $0.43203 per share.

Optional Redemption

We may not redeem the Series C Preferred Stock prior to October 15, 2022, except as described below under “—
Special Optional Redemption” and “—Restrictions on Ownership and Transfer.” On and after October 15, 2022,
we may, at our option, upon not less than 30 nor more than 60 days’ written notice, redeem the Series C
Preferred Stock, in whole or in part, at any time or from time to time, for cash at a redemption price of $25.00 per
share of Series C Preferred Stock, plus all accrued and unpaid distributions (whether or not declared) up to, but
not including, the date fixed for redemption, without interest, to the extent we have funds legally available for
that purpose. Unless full cumulative distributions on all outstanding Series C Preferred Stock shall have been or
contemporaneously are authorized, declared and paid in cash or declared and a sufficient sum set aside for
payment of all past distribution periods and the then-current distribution period, no shares of the Series C
Preferred Stock shall be redeemed unless all outstanding shares of the Series C Preferred Stock are
simultaneously redeemed. All shares of Series C Preferred Stock that we redeem or repurchase will be retired and
restored to the status of authorized but unissued shares of preferred stock, without designation as to series or
class.

If (i) we have given a notice of redemption, (ii) we have set aside sufficient funds for the redemption in trust for
the benefit of the holders of shares of the Series C Preferred Stock called for redemption and (iii) irrevocable
instructions have been given to pay the redemption price and all accrued and unpaid distributions, then from and
after the redemption date, those shares of Series C Preferred Stock will be treated as no longer being outstanding,
no further distributions will accrue and all other rights of the holders of those shares of Series C Preferred Stock
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will terminate (including, with respect to such shares of Series C Preferred Stock called for redemption, the
conversion rights described below under “—Conversion Rights”), except the right to receive the redemption
price plus any accrued and unpaid distributions payable upon such redemption, without interest. The holders of
those shares of Series C Preferred Stock will retain their right to receive the redemption price for their shares and
any accrued and unpaid distributions payable upon such redemption, without interest.

The holders of shares of Series C Preferred Stock at the close of business on a distribution record date will be
entitled to receive the distribution payable with respect to the Series C Preferred Stock on the corresponding
payment date notwithstanding the redemption of the Series C Preferred Stock between such record date and the
corresponding payment date. Except as provided above, we will make no payment or allowance for unpaid
distributions, whether or not in arrears, in respect of shares of Series C Preferred Stock called for redemption.

Special Optional Redemption

Upon the occurrence of a Change of Control (as defined below), we may, at our option, redeem the Series C
Preferred Stock, in whole or in part within 120 days after the first date on which such Change of Control
occurred, by paying $25.00 per share of Series C Preferred Stock, plus any accrued and unpaid distributions to,
but not including, the date of redemption. If, prior to the Change of Control Conversion Date (as defined below),
we have provided or provide notice of redemption with respect to the Series C Preferred Stock (whether pursuant
to our optional redemption right or our special optional redemption right), you will not have the conversion right
described below under “—Conversion Rights,” in respect of the shares of Series C Preferred Stock called for
redemption.

We will mail to you, if you are a record holder of shares of the Series C Preferred Stock, a notice of redemption
no less than 30 days nor more than 60 days before the redemption date. We will send the notice to your address,
as shown on our share transfer books. A failure to give notice of redemption or any defect in the notice or in its
mailing will not affect the validity of the redemption of any Series C Preferred Stock except as to the holder to
whom notice was defective. Each notice will state the following:

e the redemption date;
e the redemption price;
¢ the number of shares of Series C Preferred Stock to be redeemed;

» the place or places where the certificates for the shares of the Series C Preferred Stock, if any, are to be
surrendered for payment;

e the procedures for surrendering non-certificated shares of Series C Preferred Stock, to the extent the
shares of Series C Preferred Stock are uncertificated, for payment of the redemption price;

e that distributions on the shares of Series C Preferred Stock to be redeemed will cease to accumulate on
such redemption date;

e that payment of the redemption price and any accumulated and unpaid distributions will be made upon
presentation and surrender of such Series C Preferred Stock; and

 that the holders of the shares of our Series C Preferred Stock to which the notice relates will not be able
to tender such shares of Series C Preferred Stock for conversion in connection with the Change of
Control and each share of Series C Preferred Stock tendered for conversion that is selected, prior to the
Change of Control Conversion Date, for redemption will be redeemed on the related date of
redemption instead of converted on the Change of Control Conversion Date.

If we redeem fewer than all of the outstanding shares of Series C Preferred Stock, the notice of redemption
mailed to each stockholder will also specify the number of shares of Series C Preferred Stock that we will
redeem from each holder of Series C Preferred Stock. In this case, we will determine the number of outstanding
shares of Series C Preferred Stock to be redeemed on a pro rata basis or by lot.
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If (i) we have given a notice of redemption, (ii) we have set aside sufficient funds for the redemption in trust for
the benefit of the holders of the shares of Series C Preferred Stock called for redemption and (iii) irrevocable
instructions have been given to pay the redemption price and all accrued and unpaid distributions, then from and
after the redemption date, those shares of Series C Preferred Stock will be treated as no longer being outstanding,
no further distributions will accrue and all other rights of the holders of those shares of Series C Preferred Stock
will terminate, except the right to receive the redemption price plus any accrued and unpaid distributions payable
upon such redemption, without interest. The holders of those shares of Series C Preferred Stock will retain their
right to receive the redemption price for their shares and any accrued and unpaid distributions payable upon such
redemption, without interest.

The holders of shares of Series C Preferred Stock at the close of business on a distribution record date will be
entitled to receive the distribution payable with respect to the Series C Preferred Stock on the corresponding
payment date notwithstanding the redemption of the Series C Preferred Stock between such record date and the
corresponding payment date. Except as provided above, we will make no payment or allowance for unpaid
distributions, whether or not in arrears, in respect of Series C Preferred Stock called for redemption.

A “Change of Control” is when, after the original issuance of the Series C Preferred Stock, the following have
occurred and are continuing:

* the acquisition by any person, including any syndicate or group deemed to be a “person” under
Section 13(d)(3) of the Exchange Act, of beneficial ownership, directly or indirectly, through a
purchase, merger or other acquisition transaction or series of purchases, mergers or other acquisition
transactions of shares of our company entitling that person to exercise more than 50% of the total
voting power of all shares of our company entitled to vote generally in elections of directors (except
that such person will be deemed to have beneficial ownership of all securities that such person has the
right to acquire, whether such right is currently exercisable or is exercisable only upon the occurrence
of a subsequent condition); and

e following the closing of any transaction referred to in the bullet point above, neither we nor the
acquiring or surviving entity has a class of common securities (or ADRs representing such securities)
listed on the NYSE, the NYSE American or NASDAQ or listed or quoted on an exchange or quotation
system that is a successor to the NYSE, the NYSE American or NASDAQ.

Conversion Rights

Upon the occurrence of a Change of Control, each holder of shares of Series C Preferred Stock will have the
right, unless, prior to the Change of Control Conversion Date, we have provided or provide notice of our election
to redeem the shares of Series C Preferred Stock as described under “—Optional Redemption” or “—Special
Optional Redemption,” to convert some or all of the shares of Series C Preferred Stock held by such holder (the
“Change of Control Conversion Right”) on the Change of Control Conversion Date into a number of shares of
common stock per share of Series C Preferred Stock (the “Common Stock Conversion Consideration”) equal to
the lesser of:

* the quotient obtained by dividing (i) the sum of the $25.00 liquidation preference per share of the
Series C Preferred Stock to be converted plus the amount of any accrued and unpaid distributions to,
but not including, the Change of Control Conversion Date (unless the Change of Control Conversion
Date is after a record date for a Series C Preferred Stock distribution payment and prior to the
corresponding Series C Preferred Stock distribution payment date, in which case no additional amount
for such accrued and unpaid distribution will be included in this sum) by (ii) the Common Stock Price
(such quotient, the “Conversion Rate”); and

e 8.50340 (the “Share Cap”), subject to adjustments, as described below.

The Share Cap is subject to pro rata adjustments for any share splits (including those effected pursuant to a
common stock distribution), subdivisions or combinations (in each case, a “Share Split”) with respect to shares of
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our common stock as follows: the adjusted Share Cap as the result of a Share Split will be the number of shares
of our common stock that is equivalent to the product of (i) the Share Cap in effect immediately prior to such
Share Split multiplied by (ii) a fraction, the numerator of which is the number of shares of our common stock
outstanding after giving effect to such Share Split and the denominator of which is the number of shares of our
common stock outstanding immediately prior to such Share Split.

For the avoidance of doubt, subject to the immediately succeeding sentence, the aggregate number of shares of
our common stock (or equivalent Alternative Conversion Consideration (as defined below), as applicable)
issuable in connection with the exercise of the Change of Control Conversion Right will not exceed 10,204,080
shares of common stock, subject to increase to the extent the underwriter’s option to purchase additional shares
of Series C Preferred Stock is exercised, not to exceed 11,734,692 shares of common stock in total (or equivalent
Alternative Conversion Consideration, as applicable) (the “Exchange Cap”). The Exchange Cap is subject to pro
rata adjustments for any Share Splits on the same basis as the corresponding adjustment to the Share Cap.

In the case of a Change of Control pursuant to which shares of our common stock will be converted into cash,
securities or other property or assets (including any combination thereof) (the “Alternative Form Consideration”),
a holder of shares of Series C Preferred Stock will receive upon conversion of such Series C Preferred Stock the
kind and amount of Alternative Form Consideration which such holder would have owned or been entitled to
receive upon the Change of Control had such holder held a number of shares of our common stock equal to the
Common Stock Conversion Consideration immediately prior to the effective time of the Change of Control (the
“Alternative Conversion Consideration,” and the Common Stock Conversion Consideration or the Alternative
Conversion Consideration, as may be applicable to a Change of Control, is referred to as the “Conversion
Consideration”).

If the holders of shares of our common stock have the opportunity to elect the form of consideration to be
received in the Change of Control, the consideration that the holders of shares of the Series C Preferred Stock
will receive will be the form of consideration elected by the holders of the shares of common stock who
participate in the determination (based on the weighted average of elections) and will be subject to any
limitations to which all holders of shares of common stock are subject, including, without limitation, pro rata
reductions applicable to any portion of the consideration payable in the Change of Control.

We will not issue fractional shares of common stock upon the conversion of our Series C Preferred Stock.
Instead, we will pay the cash value of such fractional shares.

Within 15 days following the occurrence of a Change of Control, we will provide to holders of shares of the
Series C Preferred Stock a notice of the occurrence of the Change of Control that describes the resulting Change
of Control Conversion Right. This notice will state the following:

» the events constituting the Change of Control;
* the date of the Change of Control;

» the last date on which the holders of shares of the Series C Preferred Stock may exercise their Change
of Control Conversion Right;

* the method and period for calculating the Common Stock Price;

* the Change of Control Conversion Date, which will be a business day occurring within 20 to 35 days
following the date of the notice;

» that if, prior to the Change of Control Conversion Date, we have provided or provide notice of our
election to redeem all or any portion of the Series C Preferred Stock, you will not be able to convert
Series C Preferred Stock called for redemption and such Series C Preferred Stock will be redeemed on
the related redemption date, even if they have already been tendered for conversion pursuant to the
Change of Control Conversion Right;
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» if applicable, the type and amount of Alternative Conversion Consideration entitled to be received per
share of Series C Preferred Stock;

e the name and address of the paying agent and the conversion agent; and

» the procedures that the holders of shares of Series C Preferred Stock must follow to exercise the
Change of Control Conversion Right.

We will issue a press release for publication on the Dow Jones & Company, Inc., Business Wire, PR Newswire
or Bloomberg Business News (or, if these organizations are not in existence at the time of issuance of the press
release, such other news or press organization as is reasonably calculated to broadly disseminate the relevant
information to the public), or post notice on our website, in any event prior to the opening of business on the first
business day following any date on which we provide the notice described above to the holders of shares of the
Series C Preferred Stock.

To exercise the Change of Control Conversion Right, the holder of shares of the Series C Preferred Stock will be
required to deliver, on or before the close of business on the Change of Control Conversion Date, the certificates
(if any) evidencing the Series C Preferred Stock to be converted, duly endorsed for transfer, together with a
written conversion notice completed, to our transfer agent. The conversion notice must state:

e the relevant Change of Control Conversion Date;
¢ the number of Series C Preferred Stock to be converted; and

» that the Series C Preferred Stock is to be converted pursuant to the applicable terms of the Series C
Preferred Stock.

The “Change of Control Conversion Date” will be a business day that is no less than 20 days nor more than 35
days after the date on which we provide the notice described above to the holders of shares of the Series C
Preferred Stock.

The “Common Stock Price” will be (i) if the consideration to be received in the Change of Control by holders of
shares of our common stock is solely cash, the amount of cash consideration per share of common stock, or (ii) if
the consideration to be received in the Change of Control by holders of shares of our common stock is other than
solely cash, the average of the closing price per share of common stock on the 10 consecutive trading days
immediately preceding, but not including, the effective date of the Change of Control.

Holders of shares of the Series C Preferred Stock may withdraw any notice of exercise of a Change of Control
Conversion Right (in whole or in part) by a written notice of withdrawal delivered to our transfer agent prior to
the close of business on the business day prior to the Change of Control Conversion Date. The notice of
withdrawal must state:

¢ the number of withdrawn shares of Series C Preferred Stock;

e if certificated shares of Series C Preferred Stock have been issued, the certificate numbers of the
withdrawn shares of Series C Preferred Stock; and

* the number of shares of Series C Preferred Stock, if any, which remain subject to the conversion notice.
Notwithstanding the foregoing, if the Series C Preferred Stock is held in global form, the conversion notice and/

or the notice of withdrawal, as applicable, must comply with applicable procedures of The Depository Trust
Company.

Series C Preferred Stock as to which the Change of Control Conversion Right has been properly exercised and
for which the conversion notice has not been properly withdrawn will be converted into the applicable

Conversion Consideration in accordance with the Change of Control Conversion Right on the Change of Control
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Conversion Date, unless prior to the Change of Control Conversion Date we have provided or provide notice of
our election to redeem such Series C Preferred Stock, whether pursuant to our optional redemption right or our
special optional redemption right. If we elect to redeem Series C Preferred Stock that would otherwise be
converted into the applicable Conversion Consideration on a Change of Control Conversion Date, such Series C
Preferred Stock will not be so converted and the holders of such shares of Series C Preferred Stock will be
entitled to receive on the applicable redemption date $25.00 per share of Series C Preferred Stock, plus any
accrued and unpaid distribution thereon to, but not including, the redemption date.

We will deliver amounts owing upon conversion no later than the third business day following the Change of
Control Conversion Date.

In connection with the exercise of any Change of Control Conversion Right, we will comply with all U.S. federal
and state securities laws and stock exchange rules in connection with any conversion of shares of Series C
Preferred Stock into shares of common stock. Notwithstanding any other provision of our Series C Preferred
Stock, no holder of shares of our Series C Preferred Stock will be entitled to convert such shares Series C
Preferred Stock for shares of our common stock to the extent that receipt of such shares of common stock would
cause such holder (or any other person) to exceed the share ownership limits contained in our charter, including
the articles supplementary setting forth the terms of the Series C Preferred Stock. See “—Restrictions on
Ownership and Transfer” below and “Description of Common Stock and Preferred Stock—Restrictions on
Ownership and Transfer” in the accompanying prospectus.

These Change of Control conversion and redemption features may make it more difficult for or discourage a
party from taking over our company. See “Risk Factors—The change of control conversion feature may not
adequately compensate you, and the change of control conversion and redemption features of the Series C
Preferred Stock may make it more difficult for a party to take over our company or discourage a party from
taking over our company” in this prospectus supplement.

Except as provided above in connection with a Change of Control, shares of Series C Preferred Stock are not
convertible into or exchangeable for any other securities or property.

Liquidation Preference

Upon any voluntary or involuntary liquidation, dissolution or winding-up of our affairs, and before any
distribution or payment shall be made to holders of our common stock or any other class or series of Junior
Stock, the holders of shares of the Series C Preferred Stock are entitled to be paid out of our assets legally
available for distribution to our stockholders, after payment or provision for our debts and other liabilities,
payments to holders of senior securities, if any, a liquidation preference of $25.00 per share of Series C Preferred
Stock, plus an amount equal to any accrued and unpaid distributions (whether or not earned or declared) up to,
but not including, the date of payment or the date the amount of payment is set aside. The rights of holders of
shares of the Series C Preferred Stock to receive their liquidation preference will be subject to the proportionate
rights of holders of our Series B Preferred Stock and any other class or series of Parity Stock. After payment of
the full amount of the liquidating distributions to which they are entitled, the holders of shares of the Series C
Preferred Stock will have no right or claim to any of our remaining assets. Our consolidation, conversion or
merger with or into any other corporation, trust or other entity, or the voluntary sale, lease, transfer or
conveyance of all or substantially all of our property or business, will not be deemed to constitute a liquidation,
dissolution or winding-up of our affairs.

No Maturity, Sinking Fund or Mandatory Redemption

The Series C Preferred Stock has no maturity date and we are not required to redeem shares of the Series C
Preferred Stock at any time. Accordingly, the Series C Preferred Stock will remain outstanding indefinitely,
unless we decide, at our option, to exercise our optional redemption right described under—*“Optional

S-25



Redemption” or, upon a Change of Control, we decide, at our option, to exercise our special redemption right
described under “—Special Optional Redemption” or holders of shares of the Series C Preferred Stock decide to
exercise the conversion right described under “—Conversion Rights.” The Series C Preferred Stock is not subject
to any sinking fund.

Limited Voting Rights

Holders of shares of the Series C Preferred Stock will have no voting rights, except as set forth below.

If distributions on the Series C Preferred Stock are in arrears for six or more quarterly periods, whether or not
consecutive, holders of shares of the Series C Preferred Stock (voting together as a single class with holders of
our Series B Preferred Stock and all other classes or series of Parity Stock upon which like voting rights have
been conferred and are exercisable) will be entitled to vote at a special meeting or at our next annual meeting of
stockholders and each subsequent annual meeting of stockholders, for the election of two additional directors to
serve on our board of directors (which we refer to as a preferred stock director), until all unpaid distributions and
the distribution for the then current period with respect to the Series C Preferred Stock and any other class or
series of Parity Stock have been fully paid or declared and a sum sufficient for the payment thereof set aside for
payment. In such a case, the number of directors serving on the board of directors will be increased by two
members. The preferred stock directors will be elected by a plurality of the votes cast in the election to serve
until our next annual meeting and until their successors are duly elected and qualified or until such directors’
right to hold the office terminates pursuant to the Termination Event (as defined below), whichever occurs
earlier. In no event will the holders of Series C Preferred Stock be entitled to nominate or elect an individual as a
director, and no individual will be qualified to be nominated for election or to serve as a director, if the
individual’s service as a director would cause us to fail to satisfy a requirement relating to director independence
of any national securities exchange on which any class or series of our stock is then-listed or otherwise conflict
with our charter or bylaws.

If and when all accumulated distributions and the distribution for the current distribution period on the Series C
Preferred Stock and for all classes and series of Parity Stock and upon which similar voting rights have been
conferred and are exercisable shall have been paid in full or a sum sufficient for such payment is irrevocably
deposited in trust for payment, the holders of shares of the Series C Preferred Stock shall be immediately
divested of the voting rights set forth above and, if all distributions in arrears and the distributions for the current
distribution period have been paid in full or set aside for payment in full on all other classes or series of Parity
Stock, the term and office of such preferred stock directors so elected will terminate immediately and the number
of members constituting our board of directors will be reduced accordingly (the “Termination Event”). The right
of the holders of Series C Preferred Stock to elect the additional directors will again vest if and whenever
dividends are in arrears for six additional quarterly periods, whether or not consecutive, as described above.

In addition, so long as any shares of Series C Preferred Stock remain outstanding, we will not, without the
consent or the affirmative vote of the holders of at least two-thirds of the outstanding shares of Series C Preferred
Stock and each other class or series of Parity Stock with respect to the payment of distributions or the distribution
of assets upon our liquidation, dissolution or winding-up upon which similar voting rights have been conferred,
voting as a single class, given in person or by proxy, either in writing or at a meeting:

e authorize, create or issue, or increase the authorized or issued amount of, any class or series of stock
ranking senior to the Series C Preferred Stock with respect to payment of distributions, or the
distribution of assets upon the liquidation, dissolution or winding-up of our affairs, or reclassify any of
our authorized stock into any such stock, or create, authorize or issue any obligation or security
convertible into or evidencing the right to purchase any such stock; or

* amend, alter or repeal the provisions of our charter or the terms of the Series C Preferred Stock,
whether by merger, consolidation, transfer or conveyance of all or substantially all of our assets or
otherwise, so as to materially and adversely affect any right, preference, privilege or voting power of
the Series C Preferred Stock or the holders thereof;
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» except that with respect to the occurrence of any of the events described in the second bullet point
immediately above, so long as shares of the Series C Preferred Stock remain outstanding with the terms
of the Series C Preferred Stock materially unchanged or the holders of shares of Series C Preferred
Stock receive capital stock of the successor with substantially identical rights (taken as a whole), taking
into account that, upon the occurrence of an event described in the second bullet point above, we may
not be the surviving entity, the occurrence of such event will not be deemed to materially and adversely
affect the rights, preferences, privileges or voting power of holders of shares of the Series C Preferred
Stock, and in such case such holders shall not have any voting rights with respect to the events
described in the second bullet point immediately above.

Furthermore, if the holders of shares of the Series C Preferred Stock receive the greater of the full trading price
of the Series C Preferred Stock on the date of an event described in the second bullet point immediately above or
the $25.00 liquidation preference per share of Series C Preferred Stock pursuant to the occurrence of any of the
events described in the second bullet point immediately above, then such holders shall not have any voting rights
with respect to the events described in the second bullet point immediately above. If any event described in the
second bullet point above would materially and adversely affect the rights, preferences, privileges or voting
powers of the Series C Preferred Stock disproportionately relative to other classes or series of Parity Stock with
respect to the payment of distributions and the distribution of assets upon our liquidation, dissolution or winding
up, the affirmative vote of the holders of at least two-thirds of the outstanding shares of Series C Preferred Stock
voting separately as a class, will also be required.

Information Rights

During any period in which we are not subject to the reporting requirements of Section 13 or 15(d) of the
Exchange Act and any shares of Series C Preferred Stock are outstanding, we will (i) transmit by mail or other
permissible means under the Exchange Act to all holders of shares of the Series C Preferred Stock as their names
and addresses appear in our record books and without cost to such holders, copies of the Annual Reports on Form
10-K and Quarterly Reports on Form 10-Q that we would have been required to file with the SEC pursuant to
Section 13 or 15(d) of the Exchange Act if we were subject thereto (other than any exhibits that would have been
required) and (ii) within 15 days following written request, supply copies of such reports to any prospective
holder of shares of the Series C Preferred Stock. We will mail (or otherwise provide) the reports to the holders of
shares of the Series C Preferred Stock within 15 days after the respective dates by which we would have been
required to file such reports with the SEC if we were subject to Section 13 or 15(d) of the Exchange Act.

Restrictions on Ownership and Transfer

To qualify as a REIT under Sections 856 through 860 of the Code, we must meet certain requirements
concerning the ownership of our outstanding shares of equity stock. Specifically, not more than 50% in value of
our outstanding shares of capital stock may be owned, directly or indirectly, by five or fewer individuals (as
defined in the Code to include certain entities such as private foundations) at any time during the last half of a
taxable year. Additionally, shares of our stock must be beneficially owned by 100 or more persons during at least
335 days of a taxable year of 12 months or during a proportionate part of a shorter taxable year.

Our charter and articles supplementary for the Series C Preferred Stock contain restrictions on the ownership and
transfer of our capital stock that are intended, among other purposes, to assist us in complying with these
requirements and continuing to qualify as a REIT. The articles supplementary for the Series C Preferred Stock
provide that, subject to the exceptions described below, no one person or entity may actually or beneficially own,
or be deemed to own by virtue of the applicable constructive ownership provisions of the Code, more than 9.9%
of the aggregate number of the outstanding shares of Series C Preferred Stock. In addition, the relevant sections
of our charter provide that, subject to certain exceptions, no one person or entity may actually or beneficially
own, or be deemed to own by virtue of the applicable constructive ownership provisions of the Code, more than
9.9% in value of the aggregate of the outstanding shares of all classes and series of our stock. We refer to each of
these restrictions as an “ownership limit” and collectively as the “ownership limits.”
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Our board of directors, in its sole discretion, may exempt a person from the ownership limits and may from time
to time increase or decrease the ownership limits, subject to certain limitations, if the board of directors
determines that such exemption will not cause us to fail to qualify as a REIT under the Code. The person seeking
an exemption from the ownership limits applicable to the Series C Preferred Stock may be required to provide to
our board of directors such representations or undertakings or to agree that any violation or attempted violation
of such representations or undertakings (or other action which is contrary to the restrictions contained in the
articles supplementary) will result in such shares of Series C Preferred Stock being transferred to a charitable
trust. Our board of directors may require a ruling from the United States Internal Revenue Service or an opinion
of counsel, in either case in form and substance satisfactory to the board of directors, in its sole discretion, in
order to determine or ensure our status as a REIT. For a description of the consequences of having shares of
stock, including shares of Series C Preferred Stock, transferred to a charitable trust, please see “Description of
Common Stock and Preferred Stock—Restrictions on Ownership and Transfer” in the accompanying prospectus.

Ownership limits also apply to the shares of common stock and other classes of our capital stock. See
“Description of Common Stock and Preferred Stock—Restrictions on Ownership and Transfer” in the
accompanying prospectus. Notwithstanding any other provision of the Series C Preferred Stock, no holder of
shares of the Series C Preferred Stock will be entitled to convert any shares of Series C Preferred Stock into
shares of common stock to the extent that receipt of shares of common stock would cause such holder or any
other person to exceed the ownership limits applicable to shares of common stock contained in the charter.

These ownership limitations could have the effect of precluding, and may be used to preclude, a third party from
obtaining control over us.

Listing

We have filed an application to list the Series C Preferred Stock on NASDAQ under the symbol “SOHOO.” If
listing is approved, we expect trading to commence within 30 days after the initial delivery of the Series C
Preferred Stock.

Transfer Agent and Registrar

The transfer agent, registrar and distribution agent for the Series C Preferred Stock is American Stock Transfer &
Trust Company, LLC.
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SUPPLEMENTAL MATERIAL U.S. FEDERAL INCOME TAX CONSIDERATIONS

The following is a summary of additional material U.S. federal tax considerations with respect to the ownership
of our Series C Preferred Stock and any common stock received upon conversion of the Series C Preferred Stock.
This summary supplements and, where applicable, supersedes the discussion under “Material U. S. Federal
Income Tax Considerations” in the accompanying prospectus, and should be read together with such discussion.

Conversion of Our Series C Preferred Stock into Common Stock.

Upon the occurrence of a Change of Control, each holder of shares of the Series C Preferred Stock will have the
right (unless, prior to the Change of Control Conversion Date, we have provided or provide notice of our election
to redeem the shares of the Series C Preferred Stock) to convert some or all of such holder’s shares of the Series
C Preferred Stock into shares of our common stock or the Alternative Conversion Consideration—i.e., an amount
of cash, securities or other property or assets that such holder would have received upon the Change of Control
had such holder converted the holder’s shares of the Series C Preferred Stock into shares of our common stock
immediately prior to the effective time of the Change of Control (see “Description of the Series C Preferred
Stock—Conversion Rights” in this prospectus supplement). Except as provided below, a U.S. stockholder
generally will not recognize gain or loss upon the conversion of our Series C Preferred Stock into shares of our
common stock. A U.S. stockholder’s basis and holding period in the shares of common stock received upon
conversion (other than shares received in exchange for accrued and unpaid distributions, discussed below)
generally will be the same as those of the converted shares of the Series C Preferred Stock (but the basis will be
reduced by the portion of the U.S. stockholder’s adjusted tax basis allocated to any fractional share of common
stock exchanged for cash).

Cash received upon conversion in lieu of a fractional share of common stock generally will be treated as a
payment in a taxable exchange for such fractional share of common stock, and gain or loss will be recognized on
the receipt of cash in an amount equal to the difference between the amount of cash received and the adjusted tax
basis allocable to the fractional common share deemed exchanged. This gain or loss will be long-term capital
gain or loss if the U.S. stockholder has held the shares of the Series C Preferred Stock for more than one year.
Any common stock received in exchange for accrued and unpaid distributions generally will be treated as a
distribution by us, and subject to the tax treatment described in “Taxation of Taxable U.S. Stockholder—
Distributions” in the discussion under the heading “Material U.S. Federal Income Tax Considerations” in the
accompanying prospectus. A U.S. stockholder’s basis in shares of common stock received in exchange for
accrued and unpaid distributions will generally be equal to the amount of such accrued and unpaid distributions,
and its holding period in such shares will begin on the day immediately following the date of the distribution.

In addition, if a U.S. stockholder receives the Alternative Conversion Consideration (in lieu of shares of our
common stock) in connection with the conversion of the stockholder’s shares of the Series C Preferred Stock, the
tax treatment of the receipt of any such other consideration will depend on the nature of the consideration, and it
may be a taxable exchange. U.S. stockholders converting their shares of the Series C Preferred Stock should
consult their tax advisors regarding the U.S. federal income tax treatment of the consideration received upon such
conversion.
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UNDERWRITING

Sandler O’Neill & Partners, L.P. is acting as representative of the underwriters named below. Subject to the
terms and conditions stated in the underwriting agreement, dated October 3, 2017, each underwriter named below
has severally, and not jointly, agreed to purchase from us, and we have agreed to sell to that underwriter, the
number of shares of Series C Preferred Stock set forth opposite that underwriter’s name in the table below.

Number of
Underwriters Shares
Sandler O’Neill & Partners, L.P....................... 540,000
Janney Montgomery Scott LLC ...................... 360,000
Boenning & Scattergood, Inc. . .......... ... ... .. ... 210,000
J.J.B. Hilliard, W.L.. Lyons, LLC ..................... 90,000
Total . ... . 1,200,000

The underwriting agreement provides that the obligations of the underwriters to purchase the shares of Series C
Preferred Stock in this offering are subject to approval of certain legal matters by counsel and to certain other
conditions. Subject to these conditions, the underwriters are obligated to purchase all of the shares of Series C
Preferred Stock sold under the underwriting agreement if any of these shares are purchased. The underwriters’
obligations to purchase the shares of Series C Preferred Stock from us are several and not joint. If an underwriter
defaults, the underwriting agreement provides that the purchase commitment of the non-defaulting underwriters
may be increased or the underwriting agreement may be terminated.

We have agreed to indemnify the underwriters against certain liabilities, including liabilities under the Securities
Act or to contribute to payments the underwriters may be required to make in respect of any of those liabilities.

We expect that delivery of the Series C Preferred Stock will be made against payment thereof on or about
October 11, 2017, which will be the fifth business day following the pricing of the Series C Preferred Stock (such
settlement cycle being herein referred to as “T + 5). Under Rule 15¢6-1 under the Exchange Act, trades in the
secondary market generally are required to settle in two business days, unless the parties to any such trade
expressly agree otherwise. Accordingly, purchasers who wish to trade Series C Preferred Stock on any date prior
to two business days before delivery will be required, by virtue of the fact that the Series C Preferred Stock
initially will settle T + 5, to specify an alternate settlement cycle at the time of any such trade to prevent a failed
settlement. Purchasers of shares of Series C Preferred Stock who wish to trade shares of Series C Preferred Stock
on any date prior to two business days before delivery of the shares Series C Preferred Stock sold in this offering
should consult their own advisor.

Commissions and Discounts

The representative has advised us that the underwriters propose initially to offer the shares of Series C Preferred
Stock to the public at the public offering price set forth on the cover page of this prospectus supplement and to
certain dealers at the public offering price minus a concession not in excess of $0.47 per share. After the initial
offering, the public offering price, concession and any other selling terms of this offering may be changed by the
underwriters.
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The following table shows the public offering price, underwriting discount and proceeds, before expenses, that
we will pay to the underwriters in connection with this offering. The information assumes either no exercise or
full exercise by the underwriters of their option to purchase additional shares of Series C Preferred Stock to cover
over-allotments, if any.

Without With
Over- Over-
w Per Share Allotment Allotment
Public Offering Price ..................... $ 25.00 $30,000,000 $34,500,000
Underwriting Discount . ................... $ 09375 $ 1,125,000 $ 1,293,750
Proceeds to Us, before expenses ............ $24.0625  $28,875,000  $33,206,250

Certain expenses associated with this offering, exclusive of the underwriting discount, are estimated to be
approximately $920,000 and will be payable by us. In addition to the underwriting discount, we will reimburse
the underwriters for their reasonable out-of-pocket expenses incurred in connection with their engagement as
underwriters, including, without limitation, all marketing, syndication and travel expenses and legal fees and
expenses up to a maximum aggregate amount of $100,000 if the offering is consummated and up to a maximum
aggregate amount of $70,000 if the offering is not consummated.

Over-Allotment Option

We have granted the underwriters an option to purchase additional shares solely to cover over-allotments, if any.
This option, which is exercisable for up to 30 days after the date of the underwriting agreement, permits the
underwriters to purchase a maximum of 180,000 additional shares of Series C Preferred Stock from us. If the
underwriters exercise all or part of this option, each underwriter will be obligated to purchase its proportionate
number of shares covered by the option at the public offering price that appears on the cover page of this
prospectus supplement, less the underwriting discount.

No Sales of Similar Securities

We have agreed that, for a period of 90 days from the date of this prospectus supplement, we will not, without
the prior written consent of the representative on behalf of the underwriters, issue, offer, pledge, sell, contract to
sell, or otherwise dispose of any shares of Series C Preferred Stock or any shares of preferred stock ranking on
parity with or senior to the Series C Preferred Shares or any securities convertible into or exercisable or
exchangeable for shares of Series C Preferred Stock or shares of preferred stock ranking on par with or senior to
the Series C Preferred Stock; enter into any swap or other arrangement that transfers any of the economic
consequences of ownership of the Series C Preferred Stock or such parity or senior preferred stock; file any
registration statement relating to the offering of any shares of Series C Preferred Stock or any shares of preferred
stock ranking on par with or senior to the Series C Preferred Stock; or publicly announce an intention to effect
any such transaction.

Price Stabilization, Short Position

Until the distribution of the shares of Series C Preferred Stock is completed, SEC rules may limit the ability of
the underwriters to bid for or purchase shares of Series C Preferred Stock. However, the underwriters may
engage in transactions that have the effect of stabilizing the price of the Series C Preferred Stock, such as
purchases that peg, fix or maintain that price.

If the underwriters create a short position in the Series C Preferred Stock in connection with this offering, i.e., if
they sell more shares of Series C Preferred Stock than are listed on the cover page of this prospectus supplement,
the underwriters may reduce that short position by purchasing Series C Preferred Stock in the open market. The
underwriters may also elect to reduce any short position by exercising all or part of the over-allotment option
described above. Purchases of shares of Series C Preferred Stock that stabilize the per share price or reduce a
short position may cause the price of the Series C Preferred Stock to be higher than it might be in the absence of
those purchases.
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Neither we nor the underwriters make any representation or prediction as to the direction or magnitude of any
effect that the transactions described above may have on the price of the Series C Preferred Stock. In addition,
neither we nor the underwriters make any representation that the underwriters will engage in those transactions or
that those transactions, once commenced, will not be discontinued without notice.

Electronic Offer, Sale and Distribution of Shares

In connection with this offering, certain of the underwriters or securities dealers may distribute this prospectus
supplement and the accompanying prospectus by electronic means, such as e-mail. In addition, certain of the
underwriters may facilitate Internet distribution for this offering to certain of their Internet subscription
customers. Each such underwriter may allocate a limited number of shares of Series C Preferred Stock for sale to
its online brokerage customers. An electronic prospectus supplement and the accompanying prospectus may be
available on the Internet web site maintained by each such underwriter. Other than this prospectus supplement
and the accompanying prospectus in electronic format, the information on any such underwriter’s web site is not
part of this prospectus supplement or the accompanying prospectus.

Conflicts of Interest

The underwriters have not historically, but may in the future, provide investment banking and advisory services
to us and our affiliates in the ordinary course of business, for which they have received, or may receive,
compensation for such services.
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LEGAL MATTERS

Certain legal matters in connection with this offering, including the validity of the Series C Preferred Shares to
be offered by Sotherly, will be passed upon for us by Baker & McKenzie LLP. Certain legal matters will be
passed upon for the underwriters by Morrison & Foerster LLP.

EXPERTS

The consolidated financial statements of Sotherly Hotels Inc. and Sotherly Hotels LP as of December 31, 2016,
and for the year then ended (including the schedules appearing therein), have been incorporated by reference
herein in reliance upon the reports of Dixon Hughes Goodman LLP, independent registered public accounting
firm, also incorporated by reference herein, and upon the authority of said firm as experts in accounting and
auditing.

The audited consolidated financial statements and schedules as of and for the years ended December 31, 2015
and December 31, 2014 incorporated by reference in this prospectus supplement and elsewhere in the registration
statement have been so incorporated by reference in reliance upon the report of Grant Thornton LLP,
independent registered public accountants, upon the authority of said firm as experts in accounting and auditing.

WHERE YOU CAN FIND MORE INFORMATION

We maintain a website, www.sotherlyhotels.com, which contains additional information concerning us. We file
annual, quarterly and current reports, proxy statements and other information, as applicable, with the SEC. You
may read and copy any materials we file with the SEC at the SEC’s public reference room at Room 1580, 100 F
Street, N.E., Washington, D.C. 20549. Please call the SEC at 1-800-SEC-0330 for further information on the
public reference room. The SEC also maintains a web site that contains reports, proxy and information
statements, and other information regarding registrants that file electronically with the SEC (http://
WWW.SEC.ZOV).

We have filed a registration statement on Form S-3 of which this prospectus supplement is a part and related
exhibits under the Securities Act with respect to the securities being offered by this prospectus supplement. The
registration statement contains additional information about us. You may inspect the registration statement and
exhibits without charge at the office of the SEC at Room 1580, 100 F Street, N.E., Washington, D.C. 20549, and
you may obtain copies from the SEC at prescribed rates.

We make available free of charge through our website all our Annual Reports on Form 10-K, Quarterly Reports
on Form 10-Q, Current Reports on Form 8-K, definitive proxy statements and other reports filed with the SEC as
soon as reasonably practicable after we electronically file such material with, or furnish it to, the SEC. We have
also posted on this website our Code of Business Conduct and the charters of our Audit and Nominating,
Corporate Governance and Compensation Committees of our board of directors. The information contained in
or accessed through our website is neither part of nor incorporated into this prospectus supplement or the
accompanying prospectus.

This prospectus supplement does not contain all of the information included in the registration statement. We
have omitted certain parts of the registration statement in accordance with the rules and regulations of the SEC.
For further information, we refer you to the registration statement, including its exhibits and schedules, which
may be found at the SEC’s website at http://www.sec.gov. Statements contained in this prospectus supplement or
the accompanying prospectus about the provisions or contents of any contract, agreement or any other document
referred to are not necessarily complete. Please refer to the actual exhibit for a more complete description of the
matters involved. Each of these statements is qualified in all respects by this reference.
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INCORPORATION BY REFERENCE

The SEC allows us to “incorporate by reference” information into this document prior to the completion of this
offering. This means that we can disclose important information to you by referring you to another document
filed separately with the SEC. The information incorporated by reference is considered to be part of this
prospectus supplement and the accompanying prospectus, and information that we file later with the SEC prior to
the completion of this offering will automatically update and supersede the previously filed information. We
incorporate by reference into this prospectus supplement and the accompanying prospectus the documents listed
below as well as any future filings made by us with the SEC pursuant to Sections 13(a), 13(c), 14 or 15(d) of the
Exchange Act (File No. 001-32379), including any filings made after the date of this prospectus supplement until
we sell all of the securities under this prospectus supplement, except that we do not incorporate any document or
portion of a document that is “furnished” to the SEC, but not deemed “filed.” The following documents filed
with the SEC are incorporated by reference in this prospectus supplement and the accompanying prospectus:

e our Annual Report on Form 10-K for the year ended December 31, 2016;
* our Quarterly Reports on Form 10-Q for the quarters ended March 31, 2017 and June 30, 2017;

* our Current Reports on Form 8-K filed with the SEC on February 2, 2017 (only with respect to Item
1.01 and Item 2.01), February 9, 2017 (only with respect to Item 1.01 and Item 2.01), February 22,
2017, March 6, 2017, April 26, 2017, June 7, 2017 (only with respect to Item 1.01) and June 30, 2017
(only with respect to Item 1.01 and Item 2.03);

* our definitive Proxy Statement for our Annual Meeting of Stockholders held on April 25, 2017 with
respect to information expressly incorporated by reference to our Annual Report on Form 10-K for the
year ended December 31, 2016;

* the description of our common stock included in our Registration Statement on Form 8-A filed with the
SEC on March 10, 2008; and

» the description of the Series B Preferred Stock included in our Registration Statement on Form 8-A
filed with the SEC on August 22, 2016.

Any statement in a document incorporated or deemed to be incorporated by reference in this prospectus
supplement and the accompanying prospectus is deemed to be modified or superseded to the extent that a
statement contained in this prospectus supplement, or in any other document we subsequently file with the SEC
prior to the completion of this offering, modifies or supersedes that statement. If any statement is modified or
superseded, it does not constitute a part of this prospectus supplement and the accompanying prospectus, except
as modified or superseded.

You may request a copy of any or all of the information incorporated by reference into this prospectus
supplement and the accompanying prospectus (other than an exhibit to the filings unless we have specifically
incorporated that exhibit by reference into the filing), at no cost, by writing or telephoning us at the following
address:

Sotherly Hotels Inc.

410 W. Francis Street
Williamsburg, Virginia 23185-4046
Attention: Investor Relations/Scott Kucinski,
Telephone: 757-229-5648
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PROSPECTUS

$250,000,000
SOTHERLY HOTELS INC.

Common Stock
Preferred Stock
Debt Securities
Guarantees of Debt Securities
Depositary Shares
Warrants
Rights
Units

SOTHERLY HOTELS LP

Debt Securities

Sotherly Hotels Inc. and Sotherly Hotels LP may offer and sell from time to time, in one or more series of classes, up to
$250,000,000 in aggregate principal amount, the following securities: common stock, preferred stock, debt securities,
guarantees of debt securities, preferred stock represented by depositary shares, warrants and other rights to purchase common
stock, and units representing an interest in two or more other securities. The debt securities issued by Sotherly Hotels Inc. may
be non-convertible or convertible into or exercisable or exchangeable for securities of Sotherly Hotels Inc.

This prospectus describes the general terms of securities that may be offered. Each time Sotherly Hotels Inc. or Sotherly Hotels
LP sells securities, a prospectus supplement will be provided that will contain specific information about the terms of any
securities offered and the specific manner in which the securities will be offered. The prospectus supplement will also contain
information, where appropriate, about material United States federal income tax consequences relating to, and any listing on a
securities exchange of, the securities covered by the prospectus supplement. The prospectus supplement may add to, update or
change the information in this prospectus. You should read this prospectus and any prospectus supplement carefully before you
invest in our securities. This prospectus may not be used to sell securities unless accompanied by a prospectus supplement.

Sotherly Hotels Inc. is organized and conducts its operations to qualify as a real estate investment trust, or REIT, for federal
income tax purposes. To assist it in complying with certain federal income tax requirements applicable to REITs, Sotherly
Hotels Inc.’s charter contains certain restrictions relating to the ownership and transfer of its stock, including an ownership limit
of 9.9% of our capital stock.

Sotherly Hotels Inc.’s common stock is traded on The NASDAQ Global Market, or “NASDAQ,” under the symbol “SOHO.”
On September 5, 2017, the last reported sale price of our common stock on NASDAQ was $6.04 per share. The 8.0% Series B
Cumulative Redeemable Perpetual Preferred Stock of the Company are traded on NASDAQ under the symbol “SOHOB.” The
7% Senior Unsecured Notes Due 2019 of Sotherly Hotels LP are traded on NASDAQ under the symbol “SOHOM”.

Investing in our securities involves risks. Please carefully read the ‘“Risk Factors” beginning on
page S of this prospectus, in any accompanying prospectus supplement, and any documents that are
incorporated by reference into this prospectus, for a discussion of certain factors that you should
consider before making your investment decision.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of

these securities or determined if this prospectus supplement and the accompanying prospectus is truthful or complete.
Any representation to the contrary is a criminal offense.

The date of this Prospectus is September 20, 2017.
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You should rely only on the information contained in or incorporated by reference in this prospectus,
any accompanying prospectus supplement and any related free writing prospectus that we may authorize
to be provided to you. We have not authorized anyone to provide you with different information. This
prospectus and any accompanying prospectus supplement do not constitute an offer to sell or the
solicitation of an offer to buy any securities other than the securities described in any applicable
prospectus supplement or an offer to sell or the solicitation of an offer to buy such securities in any
circumstances in which such offer or solicitation is unlawful. You should assume that the information in
this prospectus, any applicable prospectus supplement or any related free writing prospectus is accurate
only as of the date on the front of the document and that any information we have incorporated by
reference is accurate only as of the date of the document incorporated by reference, regardless of the time
of delivery of this prospectus, any applicable prospectus supplement or any related free writing
prospectus, or any sale of a security. Our business, financial condition, results of operations and prospects
may have changed materially since those dates.



ABOUT THIS PROSPECTUS

This prospectus is part of a registration statement that we filed with the Securities and Exchange Commission, or
the SEC, using a “shelf” registration process, with Sotherly Hotels Inc. and Sotherly Hotels LP, which is a
majority-owned subsidiary of Sotherly Hotels Inc. Under the shelf registration process, Sotherly Hotels Inc. may
sell, at any time and from time to time, in one or more offerings, an unspecified amount of shares of common
stock, preferred stock, debt securities (including any related guarantees), depositary shares, warrants, rights, and
units and Sotherly Hotels LP may sell, at any time and from time to time, in one or more offerings, an
unspecified amount of debt securities. The securities to be sold pursuant to this registration statement may have a
total aggregate value of up to $250,000,000.

We have provided to you in this prospectus a general description of the securities that we may offer. Each time
we sell securities under this shelf registration process, we will provide a prospectus supplement that will contain
specific information about the terms of the offering. We may also authorize one or more free writing
prospectuses to be provided to you that may contain material information relating to these offerings. We may
also add, update or change in the applicable prospectus supplement (and in any related free writing prospectus
that we may authorize to be provided to you) any of the information contained in this prospectus or in the
documents that we have incorporated by reference into this prospectus. To the extent there is a conflict between
the information contained in this prospectus and any prospectus supplement, you should rely on the information
in the applicable prospectus supplement, provided that if any statement in one of these documents is inconsistent
with a statement in another document having a later date—for example, a document incorporated by reference in
this prospectus or any prospectus supplement—the statement in the document having the later date modifies or
supersedes the earlier statement.

This prospectus contains summaries of certain provisions contained in some of the documents described herein,
but reference is made to the actual documents for complete information. All of the summaries are qualified in
their entirety by the actual documents. Copies of some of the documents referred to herein have been filed, will
be filed or will be incorporated by reference as exhibits to the registration statement of which this prospectus is a
part, and you may obtain copies of those documents as described below under the heading “Where You Can Find
More Information.” As permitted by the rules and regulations of the SEC, the registration statement that contains
this prospectus includes additional information not contained in this prospectus. You may read the registration
statement and the other reports we file with the SEC at the SEC’s web site or at the SEC’s offices described
below under the heading “Where You Can Find More Information.”

We urge you to carefully read this prospectus, any applicable prospectus supplement and any related free writing
prospectus, together with the information incorporated herein and therein by reference as described under the
heading “Where You Can Find More Information,” before buying any of the securities being offered.



PROSPECTUS SUMMARY

To fully understand this offering and its consequences to you, you should read the following summary along with
the more detailed information and our consolidated financial statements and the notes to those financial
statements incorporated by reference in this prospectus.

Unless the context otherwise requires or where otherwise indicated, in this prospectus, all references in this
prospectus to the “Company” or “Sotherly” means only Sotherly Hotels Inc., a Maryland corporation and the sole
general partner of Sotherly Hotels LP. All references to the “Operating Partnership” means only Sotherly Hotels
LP, a Delaware limited partnership. All references in this prospectus to “we,” “us” and “our” refer to Sotherly
and its subsidiaries and predecessors, including the Operating Partnership, unless the context otherwise requires

or where otherwise indicated. When we refer to Sotherly’s “charter,” we mean Sotherly’s articles of
incorporation, as amended and supplemented from time to time.

Sotherly Hotels Inc. and the Operating Partnership

The Company is a self-managed and self-administered lodging real estate investment trust focused on the
acquisition, renovation, upbranding and repositioning of upscale to upper-upscale full-service hotels in the
southern United States. Sotherly was formed in August 2004 and on December 21, 2004, it successfully
completed its initial public offering and elected to be treated as a self-advised REIT for U.S. federal income tax
purposes.

The Company conducts its business through the Operating Partnership, of which Sotherly is the sole general
partner. As of June 30, 2017, Sotherly owned approximately 89.1% of the partnership units in the Operating
Partnership. Limited partners (including certain of our officers and directors) own the remaining units of the
Operating Partnership.

To qualify as a REIT, the Company cannot directly manage or operate our wholly-owned hotels. Therefore, our
wholly-owned hotel properties are leased to entities we refer to as our TRS Lessees, and managed by MHI Hotel
Services, LLC, which does business as Chesapeake Hospitality, an eligible independent management company.
Chesapeake Hospitality is owned and controlled by certain individuals, including Andrew M. Sims, Sotherly’s
chairman and chief executive officer and Kim E. Sims and Christopher L. Sims, each of whom is a former
director of Sotherly. Our TRS Lessees are each wholly-owned by MHI Hospitality TRS Holding, Inc., or MHI
Holding, a taxable REIT subsidiary that is wholly-owned by our Operating Partnership. Our TRS Lessees are
each disregarded as an entity separate from MHI Holding for U.S. federal income tax purposes. Chesapeake
Hospitality and its affiliates have been in continuous operation since 1957. By using Chesapeake Hospitality as
the management company, we intend to continue to capitalize on its extensive experience. Chesapeake
Hospitality and its predecessors have operated for many years in markets where we have a presence, and its
operations are driven primarily by a focused sales, marketing and food and beverage strategy that we believe is
critical to the success of a full-service hotel.

As of June 30, 2017, our hotel portfolio consisted of eleven full-service, primarily upscale and upper-upscale
hotels with 2,838 rooms and approximately 149,435 square feet of meeting space as well as the hotel commercial
condominium unit of the Hyde Resort & Residences. All of our properties, except for The DeSoto, the Georgian
Terrace, The Whitehall and the Hyde Resort & Residences, operate under the Hilton, Crowne Plaza, DoubleTree,
and Sheraton brands. Our hotels are managed on a day-to-day basis by Chesapeake Hospitality. Our portfolio is
concentrated in markets that we believe possess multiple demand generators and have significant barriers to entry
for new product delivery, which are important factors for us in identifying hotel properties that we expect will be
capable of providing strong risk adjusted returns.




As of June 30, 2017, our portfolio consisted of the following hotel properties and condominium hotel interest:

Property

Wholly-owned Hotels
Crowne Plaza
Hollywood Beach
Resort
Crowne Plaza Tampa
Westshore
The DeSoto)
DoubleTree by Hilton
Jacksonville
Riverfront
DoubleTree by Hilton
Laurel
DoubleTree by Hilton
Philadelphia
Airport
DoubleTree by Hilton
Raleigh Brownstone-
University
Georgian Terrace

Hilton Wilmington
Riverside
Sheraton Louisville
Riverside
The Whitehall

Hotel Rooms
Subtotal

Condominium Hotel
Hyde Resort &
Residences

Total Hotel & Participating
Condominium Hotel

Number Years
of Rooms Location Date of Acquisition Built/Renovated®® Chain Designation
311 Hollywood, FL  August 9, 2007 1972/2007/2017 Upscale
222  Tampa, FL October 29, 2007 1973/2009 Upscale
246 Savannah, GA December 21, 2004 1968/2008/2017 Independent®
293 Jacksonville, FL.  July 22, 2005 1970/2006/2015 Upscale
208 Laurel, MD December 21, 2004 1985/2005/2015 Upscale
331 Philadelphia, PA December 21, 2004 1972/2005/2014 Upscale
190 Raleigh, NC December 21, 2004 1971/2002/2011 Upscale
326 Atlanta, GA March 27, 2014 1911/1991/2009 Independent®
/2011/2015
272  Wilmington, NC December 21, 2004 1970/2007 Upper Upscale
180 Jeffersonville, IN September 20, 2006 1972/2008 Upper Upscale
259 Houston, TX November 13, 2013 1963/2001/ Independent®
2011/2016
2,838
200® Hollywood, FL  January 30, 2017 2017 Independent®

(1) Year Renovated represents the year in which the replacement of a significant portion of the hotel’s furniture,
fixtures or equipment was completed.
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We believe that The DeSoto, the Georgian Terrace and The Whitehall are equivalent to hotels that carry a

chain scale designation of upper upscale, and that the Hyde Resort & Residences is equivalent to hotels that
carry a chain scale designation of luxury.

3)

The number of condominium hotel rooms reflects only those rooms that were participating in the rental

program as of June 30, 2017. At any given time, some portion of the rooms participating in our rental
program may be occupied by the unit owner(s) and unavailable for rental to hotel guests. We sometimes
refer to each participating condominium unit as a “room.”




Corporate Information

Sotherly was incorporated in Maryland in August 2004 and changed its name from MHI Hospitality Corporation
to Sotherly Hotels Inc., effective April 16, 2013. The Operating Partnership was formed in Delaware as a limited
partnership in August 2004 and changed its name from MHI Hospitality, L.P. to Sotherly Hotels LP effective
August 2, 2013. Our principal executive offices are located at 410 W. Francis Street, Williamsburg, VA 23185.
Our telephone number is (757) 229-5648. Our website is http://www.sotherlyhotels.com. The information
contained on, or that may be accessed through, our website is not part of, and is not incorporated into, this
prospectus.




RISK FACTORS

Investment in our securities offered pursuant to this prospectus involves risks. You should carefully consider the
risk factors incorporated by reference to our most recent Annual Report on Form 10-K and our subsequent
Quarterly Reports on Form 10-Q and the other information contained in this prospectus, as updated by our
subsequent filings under the Securities Exchange Act of 1934, as amended, or the Exchange Act, and the risk
factors and other information contained in the applicable prospectus supplement and any related free writing
prospectus before acquiring any of our securities. The occurrence of any of these risks might cause you to lose
all or part of your investment in the offered securities. Please also refer to the section below entitled
“Cautionary Note Regarding Forward-Looking Statements.”

CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

Certain statements contained in this prospectus constitute forward-looking statements within the meaning of
Section 27A of the Securities Act of 1933, as amended, or the Securities Act, and Section 21E of the Exchange
Act. We intend such forward-looking statements to be covered by the safe harbor provisions for forward-looking
statements contained in the Private Securities Litigation Reform Act of 1995. The forward-looking statements
involve known and unknown risks, uncertainties and other factors which may cause our actual results,
performance or achievements to be materially different from future results, performance or achievements
expressed or implied by such forward-looking statements.

Forward-looking statements, which are based on certain assumptions and describe our current strategies,
expectations and future plans, are generally identified by our use of words, such as “intend,” “plan,” “may,”
“should,” “will,” “project,” “estimate,” “anticipate,” “believe,” “expect,” “continue,” “ potential,” “opportunity,’
and similar expressions, whether in the negative or affirmative, but the absence of these words does not
necessarily mean that a statement is not forward-looking. The factors listed under “Risk Factors” in this
prospectus and in any documents incorporated by reference into this prospectus as well as any cautionary
language in this prospectus, provide examples of risks, uncertainties and events that may cause our actual results
to differ materially from the expectations we describe in our forward-looking statements. Such risks and
uncertainties include, among other things, risks and uncertainties related to:
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* national and local economic and business conditions that affect occupancy rates and revenues at our
hotels and the demand for hotel products and services;

» risks associated with the hotel industry, including competition and new supply of hotel rooms,
increases in wages, energy costs and other operating costs;

» risks associated with adverse weather conditions, including hurricanes;
e the availability and terms of financing and capital and the general volatility of the securities markets;
e the Company’s intent to repurchase shares from time to time;

» risks associated with the level of our indebtedness and our ability to meet covenants in our debt
agreements and, if necessary, to refinance or seek an extension of the maturity of such indebtedness or
modify such debt agreements;

* management and performance of our hotels;

e risks associated with maintaining our system of internal controls;

» risks associated with the conflicts of interest of the Company’s officers and directors;

» risks associated with redevelopment and repositioning projects, including delays and cost overruns;

e supply and demand for hotel rooms in our current and proposed market areas;



e risks associated with our ability to maintain our franchise agreements with our third party franchisors;

e our ability to acquire additional properties and the risk that potential acquisitions may not perform in
accordance with expectations;

e our ability to successfully expand into new markets;
* legislative/regulatory changes, including changes to laws governing taxation of REITs;
* the Company’s ability to maintain its qualification as a REIT; and

e our ability to maintain adequate insurance coverage.

These risks and uncertainties should be considered in evaluating any forward-looking statement contained in this
prospectus or incorporated by reference herein. All forward-looking statements speak only as of the date of this
prospectus or, in the case of any document incorporated by reference, the date of that document. All subsequent
written and oral forward-looking statements attributable to us or any person acting on our behalf are qualified by
the cautionary statements in this section. We undertake no obligation to update or publicly release any revisions
to forward-looking statements to reflect events, circumstances or changes in expectations after the date of this
prospectus, except as required by law. In addition, our past results are not necessarily indicative of our future
results.



TRADE NAMES, LOGOS AND TRADEMARKS

All brand and trade names, logos or trademarks contained or referred to in this prospectus and any accompanying
prospectus supplement, as well as any document incorporated by reference in this prospectus and any
accompanying prospectus supplement, are the properties of their respective owners. These references shall not in
any way be construed as participation by, or endorsement of, the offering of any of our securities by any of our
franchisors.

“Hilton” and “DoubleTree” are registered trademarks of Hilton Worldwide, Inc. or one of its affiliates. All
references below to “DoubleTree” or “Hilton” mean Hilton Worldwide, Inc. and all of its affiliates and
subsidiaries.

“Crowne Plaza” is the registered trademark of Intercontinental Hotels Group or one of its affiliates. All
references below to “Crowne Plaza” include Intercontinental Hotels Group and all of its affiliates and
subsidiaries.

“Sheraton” is the registered trademark of Marriott International, Inc. or one of its affiliates. All references below
to “Sheraton” include Marriott International, Inc. and all of its affiliates and subsidiaries.

“Hyde Resort & Residences” is the registered trademark of SBE Entertainment Group or one of its affiliates. All
references below to “Hyde” include SBE Entertainment Group and all of its affiliates and subsidiaries.

None of DoubleTree, Hilton, Crowne Plaza, Sheraton or Hyde (collectively, the “trademark owners”) is
responsible for the content of this prospectus or any accompanying prospectus supplement, or for the information
incorporated by reference in this prospectus and any accompanying prospectus supplement, whether relating to
hotel information, operating information, financial information, its relationship with us or otherwise. None of the
trademark owners are involved in any way, whether as an “issuer” or “underwriter” or otherwise, in any offering
by us of the securities covered by this prospectus and any accompanying prospectus supplement. None of the
trademark owners have expressed any approval or disapproval regarding the offering of securities pursuant to
this prospectus and any accompanying prospectus supplement, and the grant by any of them of any franchise or
other rights to us shall not be construed as any expression of approval or disapproval. None of the trademark
owners nor any of their respective officers, directors, members, managers, agents, stockholders, employees,
accountants or attorneys have assumed, and none shall have, any liability in connection with the offering of
securities contemplated by this prospectus and any accompanying prospectus supplement. If you purchase
securities in an offering pursuant to this prospectus and any accompanying prospectus supplement, your sole
recourse for any alleged or actual impropriety relating to any offer and sale of securities and the operation of our
business will be against us (and/or, as may be applicable, the seller of such securities) and in no event may you
seek to impose liability arising from or related to such activity, directly or indirectly, upon any of the trademark
owners or any of their respective officers, directors, members, managers, agents, stockholders, employees,
accountants or attorneys.



RATIO OF EARNINGS TO FIXED CHARGES

The following table sets forth Sotherly’s ratios of earnings to fixed charges and earnings to combined fixed
charges and preferred stock dividends for the periods shown for Sotherly:

Sotherly Hotels Inc.

Six Months  Year Ended Year Ended Year Ended Year Ended Year Ended
Ended December 31, December 31, December 31, December 31, December 31,

June 30, 2017 2016 2015 2014 2013 2012
Ratio of earnings (loss) to fixed
charges .................... 1.48 0.98 1.32 0.87 0.76 0.64
Deficiency of earnings to fixed
charges ..................... N/A $389,686 N/A $1,945,803 $2,349,197 $3,763,687

The following table sets forth the Operating Partnership’s ratios of earnings to fixed charges and earnings to
combined fixed charges for the periods shown for the Operating Partnership:

Sotherly Hotels LP

Six Months Year Ended Year Ended Year Ended Year Ended Year Ended
Ended December 31, December 31, December 31, December 31, December 31,

June 30, 2017 2016 2015 2014 2013 2012
Ratio of earnings (loss) to fixed
charges .................... 1.48 0.98 1.32 0.87 0.76 0.64
Deficiency of earnings to fixed
charges ..................... N/A $389,686 N/A $1,945,803 $2,349,197 $3,763,687

The ratios of earnings to fixed charges are computed by dividing earnings by fixed charges. The ratios of
earnings to combined fixed charges and preferred stock dividends or preferred unit distributions, as applicable,
are computed by dividing earnings by the sum of fixed charges and preferred stock dividends or preferred unit
distributions, as applicable. For this purpose, “earnings” consist of net income (loss) before noncontrolling
interests and fixed charges, less capitalized interest, “fixed charges” consist of interest expense, capitalized
interest and amortization of deferred financing fees, whether expensed or capitalized, and “preferred stock
dividends” or “preferred unit distributions,” as applicable, consist of the amount of pre-tax earnings required to
pay dividends or distributions, as applicable, on Sotherly’s previously outstanding Series A Cumulative
Redeemable Preferred Stock, or the Series A Preferred Stock, and the 8.0% Series B Cumulative Redeemable
Perpetual Preferred Stock, or the Series B Preferred Stock. For periods after September 30, 2013, the date that the
remaining shares of Series A Preferred Stock were redeemed, and prior to August 23, 2016, the date of the initial
issuance of the Series B Preferred Stock, there were no outstanding shares of preferred stock. Therefore, there
were no preferred stock dividends included in the calculations of ratios of earnings to fixed charges and preferred
stock dividends, as applicable, for these periods.



USE OF PROCEEDS

We cannot guarantee that we will receive any proceeds in connection with this offering because we may be
unable or choose not to issue and sell any securities covered by this prospectus.

Unless we specify otherwise in an accompanying prospectus supplement, we intend to use the net proceeds from
the sale of securities by us for general corporate purposes, which may include acquisitions of additional
properties, the repayment of outstanding indebtedness, capital expenditures, the expansion, redevelopment and/or
improvement of properties in our portfolio, working capital and other general purposes. Any specific allocation
of the net proceeds of an offering of securities will be determined at the time of such offering and will be
described in the accompanying supplement to this prospectus.

Pending the permanent use of any such net proceeds, we may invest the net proceeds in interest-bearing, short-
term investment grade securities, money-market accounts or other investments that are consistent with our
qualification to be taxed as a REIT for federal income tax purposes.



SECURITIES THAT MAY BE OFFERED

The descriptions of the securities contained in this prospectus, collectively, the securities, together with the
applicable prospectus supplements, summarize all the material terms and provisions of the various types of
securities that we may offer. We will describe in the applicable prospectus supplement the particular terms of the
securities offered by that prospectus supplement. If we so indicate in the applicable prospectus supplement, the
terms of the securities may differ from the terms we have summarized below. We will also include in the
prospectus supplement information, where applicable, about material U.S. federal income tax considerations
relating to the securities and the securities exchange, if any, on which the securities will be listed.

DESCRIPTION OF COMMON STOCK AND PREFERRED STOCK

The following summary of the terms of Sotherly’s common stock does not purport to be complete and is subject to
and qualified in its entirety by reference to Sotherly’s charter and bylaws and the Maryland General
Corporation Law, or MGCL. Sotherly has filed its charter and bylaws as exhibits to the registration statement of
which this prospectus is a part. See “Where You Can Find More Information.”

General

Sotherly’s authorized capital stock consists of 49,000,000 shares of common stock, $0.01 par value per share, of
which 13,815,035 shares of common stock were issued and outstanding as of June 30, 2017. As permitted by the
MGCL, Sotherly’s charter contains a provision permitting its board of directors, without any action by its
stockholders, to amend the charter to increase or decrease the aggregate number of shares of stock or the number
of shares of stock of any class or series that Sotherly have authority to issue.

Voting Rights

Subject to the provisions of Sotherly’s charter regarding the restrictions on the transfer and ownership of shares
of common stock, each outstanding share of common stock entitles the holder to one vote on all matters
submitted to a vote of stockholders, including the election of directors, and, except for the rights that may be held
by the holders of shares of the Company’s Series B Preferred Stock and as may be provided with respect to any
other subsequently issued class or series of common or preferred stock, the holders of such common stock
possess the exclusive voting power. There is no cumulative voting in the election of directors, which means that
the holders of a majority of the outstanding common stock, voting as a single class, can elect all of the directors
and the holders of the remaining stock are not able to elect any directors.

Distributions, Liquidation and Other Rights

All common stock offered by this prospectus will be duly authorized, fully paid and nonassessable. Holders of
Sotherly’s common stock are entitled to receive distributions when authorized by Sotherly’s board of directors
and declared by Sotherly out of assets legally available for the payment of distributions. They also are entitled to
share ratably in the assets legally available for distribution to Sotherly’s stockholders in the event of Sotherly’s
liquidation, dissolution or winding up, after payment of or adequate provision for all of Sotherly’s known now or
hereafter incurred debts and liabilities. These rights are subject to the preferential rights of any other class or
series of Sotherly’s stock, including the holders of our Series B Preferred Stock, and to the provisions of
Sotherly’s charter regarding restrictions on transfer of its stock. Holders of Sotherly’s common stock have no
preference, conversion, exchange, sinking fund, redemption or appraisal rights and have no preemptive rights to
subscribe for any of our securities. Subject to the restrictions on transfer of stock contained in Sotherly’s charter,
all common stock will have equal distribution, liquidation and other rights.
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Power to Reclassify Stock

Sotherly’s charter authorizes its board of directors to classify any unissued common stock or preferred stock, and
to reclassify any previously classified but unissued common stock and preferred stock of any series from time to
time in one or more classes or series, as authorized by the board of directors. Prior to issuance of stock of each
class or series, the board of directors is required by the MGCL and Sotherly’s charter to set forth each such class
or series, subject to the provisions of the charter regarding the restriction on transfer of common stock, the terms,
preferences, conversion or other rights, voting powers, restrictions, limitations as to dividends or other
distributions, qualifications and terms or conditions of redemption for each such class or series.

Power to Issue Additional Common Stock

We believe that the power to issue additional common stock and to classify or reclassify unissued common stock
and thereafter to issue the classified or reclassified stock provides us with increased flexibility in structuring
possible future financings and acquisitions and in meeting other needs which might arise. These actions can be
taken without stockholder approval, unless stockholder approval is required by applicable law or the rules of any
stock exchange or automated quotation system on which Sotherly’s securities may be listed or traded. Although
we have no current intention of doing so, we could issue a class or series of stock that could delay, defer or
prevent a transaction or a change in control that might involve a premium price for holders of common stock or
otherwise be in their best interest.

Restrictions on Ownership and Transfer

For Sotherly to qualify as a REIT under the Internal Revenue Code of 1986, as amended, or the Code, Sotherly’s
shares of stock must be beneficially owned by 100 or more persons during at least 335 days of a taxable year of
12 months (other than the first year for which Sotherly’s REIT election became effective) or during a
proportionate part of a shorter taxable year. Also, not more than 50.0% of the value of the outstanding shares of
stock may be owned, directly or indirectly, by five or fewer individuals (as defined in the Code to include certain
entities) during the last half of a taxable year (other than the first year for which Sotherly’s REIT election became
effective). In addition, we cannot receive significant amounts of rents from tenants that are related to us, directly
or constructively, through ownership.

Because Sotherly’s board of directors believes it is beneficial at present for it to qualify as a REIT, Sotherly’s
charter, subject to certain exceptions, contains restrictions on the number of Sotherly’s shares of stock that a
person may own. Sotherly’s charter provides that no person may own, or be deemed to own by virtue of the
attribution provisions of the Code, more than 9.9% (the “Aggregate Stock Ownership Limit”) in value of its
outstanding shares of stock. In addition, the charter prohibits any person from acquiring or holding, directly or
indirectly, shares of common stock in excess of 9.9% of the number of Sotherly’s outstanding shares of common
stock (the “Common Stock Ownership Limit”).

Sotherly’s charter prohibits (a) any person from beneficially or constructively owning its shares of stock that
would result in us being “closely held”” under Section 856(h) of the Code, (b) any person from transferring
Sotherly’s shares of stock if such transfer would result in Sotherly’s shares of stock being owned by fewer than
100 persons, (c) any transfer that would cause us to own, directly or indirectly, 10.0% or more of the ownership
interests in a tenant of the Company (or a tenant of the Operating Partnership or any entity owned or controlled
directly or indirectly by the Operating Partnership) other than a taxable REIT subsidiary if the requirements of
Section 856(d)(8)(B) of the Code are satisfied and (d) any transfer that would cause any of our hotel management
companies to fail to qualify as an “eligible independent contractor” within the meaning of Section 856(d)(9) of
the Code. Any person who acquires or attempts or intends to acquire beneficial or constructive ownership of
Sotherly’s shares of stock that will or may violate any of the foregoing restrictions on transferability and
ownership, or any person who would have owned Sotherly’s shares of stock that resulted in a transfer of shares to
the Charitable Trust (as defined below), is required to give written notice immediately to us, or in the case of a

11



proposed or attempted transaction, to give at least 15 days’ prior written notice, and provide us with such other
information as we may request in order to determine the effect of such transfer on our status as a REIT. The
foregoing restrictions on transferability and ownership will not apply if Sotherly’s board of directors determines
that it is no longer in its best interests to attempt to qualify, or to continue to qualify, as a REIT.

Furthermore, Sotherly’s board of directors, in its sole discretion, may exempt a proposed transferee from the
Aggregate Stock Ownership Limit, the Common Stock Ownership Limit and/or any of the restrictions described
in the first sentence of the paragraph directly above (an “Excepted Holder””). However, the board of directors may
not grant such an exemption to any person if such exemption would result in our failing to qualify as a REIT.
Sotherly’s board of directors may require a ruling from the IRS or an opinion of counsel, in either case in form
and substance satisfactory to the board of directors, in its sole discretion, in order to determine or ensure
Sotherly’s status as a REIT.

If any transfer of Sotherly’s shares of stock occurs which, if effective, would result in any person beneficially or
constructively owning shares of stock in excess or in violation of the above transfer or ownership limitations (a
“Prohibited Owner”), then that number of shares of stock the beneficial or constructive ownership of which
otherwise would cause such person to violate such limitations (rounded to the nearest whole share) shall be
automatically transferred to a trust (the “Charitable Trust”) for the exclusive benefit of one or more charitable
beneficiaries (the “Charitable Beneficiary”), and the Prohibited Owner shall not acquire any rights in such shares.
Such automatic transfer shall be deemed to be effective as of the close of business on the Business Day (as
defined in the charter) prior to the date of such violative transfer. If any automatic transfer to the Charitable Trust
is not effective, then the initial transfer of stock will be void ab initio to the extent necessary to prevent a
violation of the above transfer or ownership limitations. Shares of stock held in the Charitable Trust shall be
issued and outstanding shares of stock. The Prohibited Owner shall not benefit economically from ownership of
any shares of stock held in the Charitable Trust, shall have no rights to dividends or other distributions and shall
not possess any rights to vote or other rights attributable to the shares of stock held in the Charitable Trust. The
trustee of the Charitable Trust (the “Trustee”) shall have all voting rights and rights to dividends or other
distributions with respect to shares of stock held in the Charitable Trust, which rights shall be exercised for the
exclusive benefit of the Charitable Beneficiary. Any dividend or other distribution paid prior to our discovery
that shares of stock have been transferred to the Trustee shall be paid by the recipient of such dividend or
distribution to the Trustee upon demand, and any dividend or other distribution authorized but unpaid shall be
paid when due to the Trustee. Any dividend or distribution so paid to the Trustee shall be held in trust for the
Charitable Beneficiary. The Prohibited Owner shall have no voting rights with respect to shares of stock held in
the Charitable Trust and, subject to Maryland law, effective as of the date that such shares of stock have been
transferred to the Trustee, the Trustee shall have the authority (at the Trustee’s sole discretion) (i) to rescind as
void any vote cast by a Prohibited Owner prior to our discovery that such shares have been transferred to the
Trustee and (ii) to recast such vote in accordance with the desires of the Trustee acting for the benefit of the
Charitable Beneficiary. However, if we have already taken irreversible corporate action, then the Trustee shall
not have the authority to rescind and recast such vote.

Within 20 days of receiving notice from us that shares of stock have been transferred to the Charitable Trust, the
Trustee shall sell the shares of stock held in the Charitable Trust to a person, designated by the Trustee, whose
ownership of the shares will not violate the ownership limitations set forth in the charter. Upon such sale, the
interest of the Charitable Beneficiary in the shares sold shall terminate and the Trustee shall distribute the net
proceeds of the sale to the Prohibited Owner and to the Charitable Beneficiary as follows: The Prohibited Owner
shall receive the lesser of (i) the price paid by the Prohibited Owner for the shares or, if the Prohibited Owner did
not give value for the shares in connection with the event causing the shares to be held in the Charitable Trust
(e.g., in the case of a gift, devise or other such transaction), the Market Price (as defined in the charter) of such
shares on the day of the event causing the shares to be held in the Charitable Trust and (ii) the price per share
received by the Trustee from the sale or other disposition of the shares held in the Charitable Trust. Any net sale
proceeds in excess of the amount payable to the Prohibited Owner shall be paid immediately to the Charitable
Beneficiary. If, prior to our discovery that shares of stock have been transferred to the Charitable Trust, such
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shares are sold by a Prohibited Owner, then (i) such shares shall be deemed to have been sold on behalf of the
Charitable Trust and (ii) to the extent that the Prohibited Owner received an amount for such shares that exceeds
the amount that such Prohibited Owner was entitled to receive pursuant to the aforementioned requirement, such
excess shall be paid to the Trustee upon demand.

In addition, shares of stock held in the Charitable Trust shall be deemed to have been offered for sale to us, or our
designee, at a price per share equal to the lesser of (i) the price per share in the transaction that resulted in such
transfer to the Charitable Trust (or, in the case of a devise or gift, the Market Price at the time of such devise or
gift) and (ii) the Market Price on the date we, or our designee, accepts such offer. We shall have the right to
accept such offer until the Trustee has sold the shares of stock held in the Charitable Trust. Upon such a sale to
us, the interest of the Charitable Beneficiary in the shares sold shall terminate and the Trustee shall distribute the
net proceeds of the sale to the Prohibited Owner and any dividends or other distributions held by the Trustee shall
be paid to the Charitable Beneficiary.

All certificates representing Sotherly’s shares of stock will bear a legend referring to the restrictions described
above.

Every owner of 5.0% or more (or such lower percentages as required by the Code or the Treasury Regulations
promulgated thereunder) of all classes or series of Sotherly’s shares of stock, including common stock, within 30
days after the end of each taxable year, is required to give written notice to the Company stating the name and
address of such owner, the number of shares of each class and series of shares of stock which the owner
beneficially owns and a description of the manner in which such shares are held. Each such owner shall provide
to the Company such additional information as the Company may request in order to determine the effect, if any,
of such beneficial ownership on Sotherly’s status as a REIT and to ensure compliance with the Aggregate Stock
Ownership Limit and the Common Stock Ownership Limit. In addition, each stockholder shall upon demand be
required to provide to the Company such information as it may request, in good faith, in order to determine
Sotherly’s status as a REIT and to comply with the requirements of any taxing authority or governmental
authority or to determine such compliance and to ensure compliance with the Aggregate Stock Ownership Limit
and the Common Stock Ownership Limit.

These ownership limitations could delay, defer or prevent a transaction or a change in control that might involve
a premium price for the common stock or otherwise be in the best interest of Sotherly’s stockholders.

Sotherly has certain limitations regarding transfers of interest in the Company and its affiliates pursuant to the
Company’s franchise agreements with its third party franchisors. Some of these franchise agreements require the
Company to obtain consent to certain transfers of equity in Sotherly, or of transfers of Sotherly’s assets,
including its hotels and franchise agreements.

Preferred Stock

Shares of Sotherly’s preferred stock may be issued from time to time, in one or more series (including additional
shares of Series B Preferred Stock), as authorized by Sotherly’s board of directors. Prior to the issuance of any
preferred stock, Sotherly’s board of directors is required by Maryland law to designate the class or series of
preferred stock to distinguish it from all other classes and series of shares, specify the number of shares to be
included in the class or series, and set the terms, preferences, conversion or other rights, voting powers,
restrictions, limitations as to dividends or other distributions, qualifications and terms or conditions of
redemption for each such class or series and cause Sotherly to file articles supplementary with the State
Department of Assessments and Taxation of Maryland.

The Company’s charter provides that the Company may issue up to 11,000,000 shares of preferred stock, par
value $0.01 per share, or preferred stock, of which 1,851,500 shares have been designated as 8.0% Series B

cumulative redeemable perpetual preferred stock, $0.01 par vale per share. As of the date of this prospectus,
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1,610,000 shares of the Series B Preferred Stock were issued and outstanding. The Company’s charter authorizes
the Company’s board of directors to amend the Company’s charter to increase or decrease the number of
authorized shares of any class or series without stockholder approval.

The Company previously issued shares of the Series A Preferred Stock pursuant to a private transaction. All
shares of the Series A Preferred Stock have been redeemed and the Company does not intend to issue shares of
the Series A Preferred Stock in the future.

If we offer additional shares of Sotherly’s preferred stock, the accompanying prospectus supplement will
describe each of the following terms that may be applicable in respect of any preferred stock offered and issued
pursuant to this prospectus:

the specific designation, number of shares, seniority and purchase price;

any liquidation preference per share;

any additional restrictions on ownership and transfer;

any maturity date;

any mandatory or optional redemption or repayment dates and terms or sinking fund provisions;

any dividend rate or rates and the dates on which any dividends will be payable (or the method by
which such rates or dates will be determined);

any voting rights;

any rights to convert the shares of preferred stock into other securities or rights, including a description
of the securities or rights into which such preferred stock are convertible or exchangeable (which may
include shares of other preferred stock) and the terms and conditions upon which such conversions will
be effected, including, without limitation, conversion rates or formulas, conversion periods and other
related provisions;

whether interests in the preferred stock will be represented by depositary shares as more fully described
below under “Description of Depositary Shares;”

the place or places where dividends and other payments with respect to the preferred stock will be
payable; and

any additional voting, dividend, liquidation, redemption and other rights, preferences, privileges,
limitations and restrictions, including restrictions imposed for the purpose of maintaining our
qualification as a REIT under the Code.

As described under “Description of Depositary Shares,” we may, at our option, elect to offer depositary shares
evidenced by depositary receipts. If we elect to do this, each depositary receipt will represent a fractional interest
in a share of the particular series of preferred stock issued and deposited with a depositary. The applicable
prospectus supplement will specify that fractional interest.

Series B Preferred Stock

The Series B Preferred Stock generally provides for the following rights, preferences and obligations.

Liquidation Preference: If the Company liquidates, dissolves or winds-up, holders of shares of the
Series B Preferred Stock will have the right to receive $25.00 per share of Series B Preferred Stock,
plus accrued and unpaid distributions (whether or not earned or declared) up to, but not including, the
date of payment, before any payment is made to holders of the Company’s common stock and any
other class or series of stock ranked junior to the Series B Preferred Stock. The rights of holders of
shares of the Series B Preferred Stock to receive their liquidation preference will be subject to the
proportionate rights of any other class or series of the Company’s capital stock ranking senior to or on
parity with the Series B Preferred Stock as to liquidation.
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Distributions: Holders of shares of the Company’s Series B Preferred Stock will be entitled to receive
cumulative cash distributions on the Series B Preferred Stock, payable quarterly in arrears on the 15th
day of January, April, July and October of each year (or if not a business day, on the next succeeding
business day), at the rate of 8.0% per annum of the $25.00 liquidation preference per share (equivalent
to an annual rate of $2.00 per annum per share).

Redemption Provisions: The Series B Preferred Stock may not be redeemed prior to August 23, 2021,
except in limited circumstances to preserve the Company’s status as a REIT or in the event of a change
of control of the Company. On and after August 23, 2021, the Series B Preferred Stock will be
redeemable at the Company’s option, in whole or in part at any time or from time to time, for cash at a
redemption price of $25.00 per share of Series B Preferred Stock, plus all accrued and unpaid
distributions up to, but not including, the redemption date.

Voting Rights: Holders of shares of the Series B Preferred Stock will generally have no voting rights.
However, if the Company is in arrears on distributions on the Series B Preferred Stock for six or more
quarterly periods, whether or not consecutive, holders of shares of the Series B Preferred Stock (voting
together as a class with the holders of all other classes or series of stock ranking on parity with the
Series B Preferred Stock upon which like voting rights have been conferred and are exercisable) will be
entitled to vote at a special meeting or at the Company’s next annual meeting and each subsequent
annual meeting of stockholders for the election of two additional directors to serve on the Company’s
board of directors until all unpaid distributions and the distribution for the then current period with
respect to the Series B Preferred Stock and any other class or series of stock ranking on parity with the
Series B Preferred Stock have been fully paid or declared and a sum sufficient for the payment thereof
set aside for payment. The affirmative vote of the holders of at least two-thirds of the outstanding
shares of Series B Preferred Stock, voting together as a single class with the holders of any other class
or series of the Company’s preferred stock upon which like voting rights have been conferred and are
exercisable, is required for the Company to authorize, create or increase the number of shares of any
class or series of the Company’s capital stock expressly designated as ranking senior to the Series B
Preferred Stock as to distribution rights and rights upon the Company’s liquidation, dissolution or
winding up. In addition, the affirmative vote of at least two-thirds of the outstanding shares of Series B
Preferred Stock (voting as a separate class) is required to amend the Company’s charter (including the
articles supplementary designating the Series B Preferred Stock) in a manner that materially and
adversely affects the rights of the holders of shares of the Series B Preferred Stock disproportionately
relative to other classes or series of stock ranking on parity with the Series B Preferred Stock.

Conversion Rights: Except in connection with certain changes in control of the Company, the Series
B Preferred Stock is not convertible into or exchangeable for any other securities or property.
Notwithstanding any other provision of the Series B Preferred Stock, no holder of shares of the
Company’s Series B Preferred Stock will be entitled to convert such shares of the Company’s Series B
Preferred Stock for shares of the Company’s common stock to the extent that receipt of such shares of
common stock would cause such holder (or any other person) to exceed the share ownership limits
contained in the Company’s charter, including the articles supplementary setting forth the terms of the
Series B Preferred Stock.
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DESCRIPTION OF DEBT SECURITIES AND RELATED GUARANTEES

The following description, together with the additional information we include in any applicable prospectus
supplement, summarizes certain general terms and provisions of our debt securities and related guarantees, if
any. When Sotherly or the Operating Partnership offers to sell a particular series of debt securities, we will
describe the specific terms of the series in a supplement to this prospectus, including the terms of any related
guarantees. We will also indicate in the prospectus supplement the extent to which the general terms and
provisions described in this prospectus apply to a particular series of debt securities. To the extent the
information contained in the prospectus supplement differs from this summary description, you should rely on
the information in the prospectus supplement.

We may issue debt securities either separately, or together with, or upon the conversion or exercise of or in
exchange for, other securities described in this prospectus. Debt securities may be our senior, senior subordinated
or subordinated obligations and, unless otherwise specified in a supplement to this prospectus, the debt securities
will be the direct, unsecured obligations of either Sotherly Hotels or the Operating Partnership and may be issued
in one or more series.

As of June 30, 2017, the Operating Partnership has issued and outstanding 7% Senior Unsecured Notes due 2019
in the aggregate principal amount of $25.3 million.

Any additional debt securities will be issued under an indenture between us and a trustee. We have summarized
select portions of the indenture below. The summary is not complete. The form of the indenture has been filed as
an exhibit to the registration statement and you should read the indenture and debt securities carefully for
provisions that may be important to you. Capitalized terms used in the summary and not defined in this
prospectus have the meanings specified in the indenture.

General

The terms of each series of debt securities will be established by or pursuant to a resolution of Sotherly’s board
of directors and set forth or determined in the manner provided in such resolutions, in an officer’s certificate or
by a supplemental indenture. The particular terms of each series of debt securities will be described in a
prospectus supplement relating to such series, including any pricing supplement or term sheet.

Unless otherwise specified in a supplement to this prospectus, the debt securities will be our direct, unsecured
obligations, and, if the debt securities are issued by the Operating Partnership, they may be fully and
unconditionally guaranteed by the Company. We can issue an unlimited amount of debt securities under the
indenture that may be in one or more series with the same or various maturities, at par, at a premium, or at a
discount. We will set forth in a prospectus supplement, including any pricing supplement or term sheet, relating
to any series of debt securities being offered, the aggregate principal amount and the following terms of the debt
securities, to the extent applicable:

* the title and ranking of the debt securities (including the terms of any subordination provisions),

» the price or prices (expressed as a percentage of the principal amount) at which we will sell the debt
securities,

e any limit on the aggregate principal amount of the debt securities,
» the date or dates on which the principal on the debt securities is payable,

e the rate or rates (which may be fixed or variable) per annum or the method used to determine the rate
or rates (including any commodity, commodity index, stock exchange index or financial index) at
which the debt securities will bear interest, the date or dates from which interest will accrue, the date or
dates on which interest will commence and be payable and any regular record date for the interest
payable on any interest payment date,
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the place or places where principal of, and any premium and interest on, the debt securities will be
payable, the method of such payment, where debt securities may be surrendered for registration of
transfer or exchange and where notices and demands to us relating to the debt securities may be
delivered,

the period or periods within which, the price or prices at which and the terms and conditions upon
which we may redeem the debt securities,

any obligation we have to redeem or purchase the debt securities pursuant to any sinking fund or
analogous provisions or at the option of a holder of debt securities and the period or periods within
which, the price or prices at which and the terms and conditions upon which the debt securities shall be
redeemed or purchased, in whole or in part, pursuant to such obligation,

the dates on which and the price or prices at which we will repurchase debt securities at the option of
the holders of debt securities and other detailed terms and provisions of these repurchase obligations,

the denominations in which the debt securities will be issued, if other than denominations of $1,000
and any integral multiple thereof,

whether the debt securities will be issued in bearer or registered form and, if the latter, whether they
will be issued in the form of certificated debt securities or global debt securities,

the portion of principal amount of the debt securities payable upon declaration of acceleration of the
maturity date, if other than the principal amount,

the currency of denomination of the debt securities, which may be U.S. dollars or any foreign currency,
and if such currency of denomination is a composite currency, the agency or organization, if any,
responsible for overseeing such composite currency,

the designation of the currency, currencies or currency units in which payment of principal of, and any
premium and interest on, the debt securities will be made,

if payments of principal of, or any premium or interest on, the debt securities will be made in one or
more currencies or currency units other than that or those in which the debt securities are denominated,
the manner in which the exchange rate with respect to these payments will be determined,

the manner in which the amounts of payment of principal of, and any premium and interest on, the debt
securities will be determined, if these amounts may be determined by reference to an index based on a
currency or currencies other than that in which the debt securities are denominated or designated to be
payable or by reference to a commodity, commodity index, stock exchange index or financial index,

any provisions relating to any security provided for the debt securities or for any guarantees,

any addition to, deletion of or change in the Events of Default described in this prospectus or in the
indenture with respect to the debt securities and any change in the acceleration provisions described in
this prospectus or in the indenture with respect to the debt securities,

any addition to, deletion of or change in the covenants described in this prospectus or in the indenture
with respect to the debt securities,

any other terms of the debt securities, which may supplement, modify or delete any provision of the
indenture as it applies to that series, including any terms that may be required under applicable law or
regulations or advisable in connection with the marketing of the securities,

a discussion of any material United States federal income tax considerations applicable to an
investment in the debt securities,

any depositaries, interest rate calculation agents, exchange rate calculation agents or other agents with
respect to the debt securities,
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e any provisions relating to conversion or exchange of any debt securities, including if applicable, the
conversion or exchange price and period, provisions as to whether conversion or exchange will be
mandatory, at the option of the holders thereof or at our option, the events requiring an adjustment of
the conversion or exchange price and provisions affecting conversion or exchange if such debt
securities are redeemed,

e whether the debt securities will be senior debt securities or subordinated debt securities and, if
applicable, a description of the subordination terms thereof,

e whether the debt securities are entitled to the benefits of the guarantee of any guarantor, and whether
any such guarantee is made on a senior or subordinated basis and, if applicable, a description of the
subordination terms of any such guarantee,

e whether any underwriter(s) will act as market maker(s) for the debt securities, and

» the extent to which a secondary market for the debt securities is expected to develop.

We may issue debt securities that provide for an amount less than their stated principal amount to be due and
payable upon declaration of acceleration of their maturity pursuant to the terms of the indenture. We will provide
you with information on other special considerations applicable to any of these debt securities in the applicable
prospectus supplement.

If we denominate the purchase price of any of the debt securities in a foreign currency or currencies or a foreign
currency unit or units, or if the principal of, and any premium and interest on, any series of debt securities is
payable in a foreign currency or currencies or a foreign currency unit or units, we will provide you with
information on the restrictions, elections, general United States federal income tax considerations, specific terms
and other information with respect to that issue of debt securities and such foreign currency or currencies or
foreign currency unit or units in the applicable prospectus supplement.

Transfer and Exchange

Each debt security will be represented by either one or more global securities registered in the name of The
Depository Trust Company, or the Depositary or DTC, or a nominee of the Depositary (we will refer to any debt
security represented by a global debt security as a “book-entry debt security”), or a certificate issued in definitive
registered form (we will refer to any debt security represented by a certificated security as a “certificated debt
security”) as set forth in the applicable prospectus supplement. Except as otherwise set forth in this prospectus or
the applicable prospectus supplement, book-entry debt securities will not be issuable in certificated form.

Certificated Debt Securities. You may transfer or exchange certificated debt securities at any office we maintain
for this purpose in accordance with the terms of the indenture. No service charge will be made for any transfer or
exchange of certificated debt securities, but we may require payment of a sum sufficient to cover any tax or other
governmental charge payable in connection with a transfer or exchange.

You may effect the transfer of certificated debt securities and the right to receive the principal of, and any
premium and interest on, certificated debt securities only by surrendering the certificate representing those
certificated debt securities and either reissuance by us or the trustee of the certificate to the new holder or the
issuance by us or the trustee of a new certificate to the new holder.

Global Debt Securities and Book-Entry System. Each global debt security representing book-entry debt securities
will be deposited with, or on behalf of, the Depositary, and registered in the name of the Depositary or a nominee
of the Depositary. See “Global Securities.”

No Protection in the Event of a Change of Control

Unless we state otherwise in the applicable prospectus supplement, the debt securities will not contain any
provisions that may afford holders of the debt securities protection in the event we undergo a change in control or
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in the event of a highly leveraged transaction (whether or not such transaction results in a change in control) that
could adversely affect holders of debt securities.

Covenants

We will set forth in the applicable prospectus supplement any restrictive covenants applicable to any issue of
debt securities.

Consolidation, Merger and Sale of Assets

We may not consolidate with or merge with or into, or convey, transfer or lease all or substantially all of our
properties and assets to, any person, which we refer to as a successor person, unless:

e we are the surviving entity or the successor person (if other than us) is a corporation organized and
validly existing under the laws of any U.S. domestic jurisdiction and expressly assumes our obligations
on the debt securities and under the indenture,

* immediately after giving effect to the transaction, no Default or Event of Default shall have occurred
and be continuing,

e if we are not the successor person, each guarantor (if any), unless it has become the successor person,
confirms that its guarantee shall continue to apply to the obligations under the debt securities and the
indenture to the same extent as prior to such merger, conveyance, transfer or lease, as applicable, and

e certain other conditions are met.

Notwithstanding the above, any of our subsidiaries may consolidate with, merge into or transfer all or part of its
properties to us.

Events of Default
“Event of Default” means, with respect to any series of debt securities, any of the following:

e default in the payment of any interest upon any debt security of that series when it becomes due and
payable, and continuance of that default for a period of 30 days (unless the entire amount of the
payment is deposited by us with the trustee or with a paying agent prior to the expiration of the 30-day
period),

* default in the payment of principal of any debt security of that series at its maturity, upon acceleration,
redemption or otherwise,

e default in the performance or breach of any other covenant or warranty by us in the indenture (other
than a covenant or warranty that has been included in the indenture solely for the benefit of a series of
debt securities other than that series), which default continues uncured for a period of 90 days after we
receive written notice from the trustee or we and the trustee receive written notice from the holders of
not less than a majority in principal amount of the outstanding debt securities of that series as provided
in the indenture,

e certain voluntary or involuntary events of bankruptcy, insolvency or reorganization of our company,
and

* any other Event of Default provided with respect to debt securities of that series that is described in the
applicable prospectus supplement.

No Event of Default with respect to a particular series of debt securities (except as to certain events of
bankruptcy, insolvency or reorganization) necessarily constitutes an Event of Default with respect to any other
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series of debt securities. The occurrence of certain Events of Default or an acceleration under the indenture may
constitute an event of default under certain of our or our subsidiaries’ indebtedness outstanding from time to
time.

If an Event of Default with respect to outstanding debt securities of any series occurs and is continuing, then the
trustee or the holders of not less than a majority in principal amount of the outstanding debt securities of that
series may, by a notice in writing to us (and to the trustee if given by the holders), declare to be due and payable
immediately the principal (or, if the debt securities of that series are discount securities, that portion of the
principal amount as may be specified in the terms of that series) of, and any accrued and unpaid interest on, all
debt securities of that series. In the case of an Event of Default resulting from certain events of bankruptcy,
insolvency or reorganization, the principal (or such specified amount) of, and any accrued and unpaid interest on,
all outstanding debt securities will become and be immediately due and payable without any declaration or other
act on the part of the trustee or any holder of outstanding debt securities. At any time after a declaration of
acceleration with respect to debt securities of any series has been made, but before a judgment or decree for
payment of the money due has been obtained by the trustee, the holders of a majority in principal amount of the
outstanding debt securities of that series may rescind and annul the acceleration if all Events of Default, other
than the non-payment of accelerated principal and interest, if any, with respect to debt securities of that series,
have been cured or waived as provided in the indenture. We refer you to the prospectus supplement relating to
any series of debt securities that are discount securities for the particular provisions relating to acceleration of a
portion of the principal amount of such discount securities upon the occurrence of an Event of Default.

The indenture provides that the trustee will be under no obligation to exercise any of its rights or powers under
the indenture unless the trustee receives indemnity satisfactory to it against any cost, liability or expense that
might be incurred by it in exercising such right or power. Subject to certain rights of the trustee, the holders of a
majority in principal amount of the outstanding debt securities of any series will have the right to direct the time,
method and place of conducting any proceeding for any remedy available to the trustee or exercising any trust or
power conferred on the trustee with respect to the debt securities of that series.

No holder of any debt security of any series will have any right to institute any proceeding, judicial or otherwise,
with respect to the indenture or for the appointment of a receiver or trustee, or for any remedy under the
indenture, unless:

e that holder has previously given to the trustee written notice of a continuing Event of Default with
respect to debt securities of that series, and

e the holders of at least a majority in principal amount of the outstanding debt securities of that series
have made written request, and offered reasonable indemnity or security, to the trustee to institute the
proceeding as trustee, and the trustee has not received from the holders of at least a majority in
principal amount of the outstanding debt securities of that series a direction inconsistent with that
request and has failed to institute the proceeding within 60 days.

Notwithstanding any other provision in the indenture, the holder of any debt security will have an absolute and
unconditional right to receive payment of the principal of, and any premium and interest on, that debt security on
or after the due dates expressed in that debt security and to institute suit for the enforcement of payment.

The indenture requires us, within 120 days after the end of our fiscal year, to furnish to the trustee a statement as
to compliance with the indenture. If a Default or Event of Default occurs and is continuing with respect to the
debt securities of any series and if it is known to a responsible officer of the trustee, the trustee shall mail to each
holder of the debt securities of that series notice of a Default or Event of Default within 90 days after knowledge
of its occurrence. The indenture provides that the trustee may withhold notice to the holders of debt securities of
any series of any Default or Event of Default (except in payment on any debt securities of that series) with
respect to debt securities of that series if the trustee determines in good faith that withholding notice is in the
interest of the holders of those debt securities.
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Modification and Waiver

We and the trustee may modify and amend the indenture or the debt securities of any series without the consent
of any holder of any debt security:

to cure any ambiguity, omission, defect or inconsistency,

to comply with covenants in the indenture described above under the heading “Consolidation, Merger
and Sale of Assets,”

to provide for uncertificated securities in addition to or in place of certificated securities,

to surrender any of our rights or powers under the indenture,

to add covenants or events of default for the benefit of the holders of debt securities of any series,
to comply with the applicable procedures of the applicable depositary,

to make any change that does not adversely affect the rights of any holder of debt securities,

to provide for the issuance of and establish the form and terms and conditions of debt securities of any
series as permitted by the indenture,

to effect the appointment of a successor trustee with respect to the debt securities of any series and to
add to or change any of the provisions of the indenture to provide for or facilitate administration by
more than one trustee,

to comply with requirements of the SEC in order to effect or maintain the qualification of the indenture
under the Trust Indenture Act of 1939, as amended, the Trust Indenture Act,

to reflect the release of a guarantor of the debt securities in accordance with the terms of the indenture,
or

to add guarantors with respect to any or all of the debt securities or to secure any or all of the debt
securities or the guarantees.

We may also modify and amend the indenture with the consent of the holders of at least a majority in principal
amount of the outstanding debt securities of each series affected by the modifications or amendments. We may
not make any modification or amendment without the consent of the holders of each affected debt security then
outstanding if that amendment will:

reduce the amount of debt securities whose holders must consent to an amendment, supplement or
waiver,

reduce the rate of or extend the time for payment of interest (including default interest) on any debt
security,

reduce the principal of or premium on, or change the fixed maturity of, any debt security, or reduce the
amount of, or postpone the date fixed for, the payment of any sinking fund or analogous obligation
with respect to any series of debt securities,

reduce the principal amount of discount securities payable upon acceleration of maturity,

waive a Default or Event of Default in the payment of the principal of, or any premium or interest on,
any debt security (except a rescission of acceleration of the debt securities of any series by the holders
of at least a majority in aggregate principal amount of the then outstanding debt securities of that series
and a waiver of the payment default that resulted from such acceleration),

make the principal of, or any premium or interest on, any debt security payable in any currency other
than that stated in the debt security,

make any change to certain provisions of the indenture relating to, among other things, the right of
holders of debt securities to receive payment of the principal of, or any premium and interest on, those
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debt securities and to institute suit for the enforcement of any such payment and to waivers or
amendments,

e waive a redemption payment with respect to any debt security, or

o if the debt securities of that series are entitled to the benefit of a guarantee, release any guarantor of
such series other than as provided in the indenture or modify the guarantee in any manner adverse to
the holders.

Except for certain specified provisions, the holders of at least a majority in principal amount of the outstanding
debt securities of any series may on behalf of the holders of all debt securities of that series waive our
compliance with provisions of the indenture. The holders of a majority in principal amount of the outstanding
debt securities of any series may on behalf of the holders of all of the debt securities of such series waive any
past default under the indenture with respect to that series and its consequences, except a default in the payment
of the principal of, or any premium or interest on, any debt security of that series; provided, however, that the
holders of a majority in principal amount of the outstanding debt securities of any series may rescind an
acceleration and its consequences, including any related payment default that resulted from the acceleration.

Defeasance of Debt Securities and Certain Covenants in Certain Circumstances

Legal Defeasance. The indenture provides that, unless otherwise provided by the terms of the applicable series of
debt securities, we may be discharged from any and all obligations in respect of the debt securities of any series
(subject to certain exceptions). We will be so discharged upon the deposit with the trustee, in trust, of money and/
or U.S. government obligations or, in the case of debt securities denominated in a single currency other than U.S.
dollars, government obligations of the government that issued or caused to be issued such currency, that, through
the payment of interest and principal in accordance with their terms, will provide money or U.S. government
obligations in an amount sufficient in the opinion of a nationally recognized firm of independent public
accountants or investment bank to pay and discharge each installment of principal of, any premium and interest
on, and any mandatory sinking fund payments in respect of, the debt securities of that series on the stated
maturity of those payments in accordance with the terms of the indenture and those debt securities.

This discharge may occur only if, among other things, we have delivered to the trustee an opinion of counsel
stating that we have received from, or there has been published by, the United States Internal Revenue Service, or
IRS, a ruling or, since the date of execution of the indenture, there has been a change in the applicable United
States federal income tax law, in either case to the effect that, and based thereon such opinion shall confirm that,
the holders of the debt securities of that series will not recognize income, gain or loss for United States federal
income tax purposes as a result of the deposit, defeasance and discharge and will be subject to United States
federal income tax on the same amounts and in the same manner and at the same times as would have been the
case if the deposit, defeasance and discharge had not occurred.

Defeasance of Certain Covenants. The indenture provides that, unless otherwise provided by the terms of the
applicable series of debt securities, upon compliance with certain conditions:

* we may omit to comply with the covenant described under the heading “Consolidation, Merger and
Sale of Assets” and certain other covenants set forth in the indenture, as well as any additional
covenants that may be set forth in the applicable prospectus supplement, and

e any omission to comply with those covenants will not constitute a Default or an Event of Default with
respect to the debt securities of that series, or covenant defeasance.
The conditions include:

e depositing with the trustee money and/or U.S. government obligations or, in the case of debt securities
denominated in a single currency other than U.S. dollars, government obligations of the government
that issued or caused to be issued such currency, that, through the payment of interest and principal in
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accordance with their terms, will provide money in an amount sufficient in the opinion of a nationally
recognized firm of independent public accountants or investment bank to pay and discharge each
installment of principal of, any premium and interest on, and any mandatory sinking fund payments in
respect of the debt securities of that series on the stated maturity of those payments in accordance with
the terms of the indenture and those debt securities, and

e delivering to the trustee an opinion of counsel to the effect that the holders of the debt securities of that
series will not recognize income, gain or loss for United States federal income tax purposes as a result
of the deposit and related covenant defeasance and will be subject to United States federal income tax
on the same amounts and in the same manner and at the same times as would have been the case if the
deposit and related covenant defeasance had not occurred.

Covenant Defeasance and Events of Default. In the event we exercise our option to effect covenant defeasance
with respect to any series of debt securities and the debt securities of that series are declared due and payable
because of the occurrence of any Event of Default, the amount of money and/or U.S. government obligations or
foreign government obligations on deposit with the trustee will be sufficient to pay amounts due on the debt
securities of that series at the time of their stated maturity but may not be sufficient to pay amounts due on the
debt securities of that series at the time of the acceleration resulting from the Event of Default. In such a case, we
would remain liable for those payments.

“Foreign Government Obligations” means, with respect to debt securities of any series that are denominated in a
currency other than U.S. dollars, direct obligations of, or obligations guaranteed by, the government that issued
or caused to be issued such currency for the payment of which obligations its full faith and credit is pledged and
which are not callable or redeemable at the option of the issuer thereof.

Regarding the Trustee

The indenture provides that, except during the continuance of an Event of Default, the trustee will perform only
such duties as are specifically set forth in the indenture. During the existence of an Event of Default, the trustee
will exercise such rights and powers vested in it under the indenture and use the same degree of care and skill in
its exercise as a prudent person would exercise or use under the circumstances in the conduct of such person’s
own affairs.

The indenture and provisions of the Trust Indenture Act that are incorporated by reference therein contain
limitations on the rights of the trustee, should it become one of our creditors, to obtain payment of claims in
certain cases or to realize on certain property received by it in respect of any such claim as security or otherwise.
The trustee is permitted to engage in other transactions with us or any of our affiliates; provided, however, that if
it acquires any conflicting interest (as defined in the indenture or in the Trust Indenture Act), it must eliminate
such conflict or resign.

No Personal Liability of Directors, Officers, Employees or Stockholders

None of our past, present or future directors, officers, employees, stockholders or controlling persons, as such,
will have any liability for any of our obligations under the debt securities or the indenture or for any claim based
on, or in respect or by reason of, such obligations or their creation. By accepting a debt security, each holder
waives and releases all such liability. This waiver and release is part of the consideration for the issue of the debt
securities. However, this waiver and release may not be effective to waive liabilities under United States federal
securities laws, and it is the view of the SEC that such a waiver is against public policy.

Governing Law

The indenture and the debt securities, including any claim or controversy arising out of or relating to the
indenture or the debt securities, will be governed by the laws of the State of New York (without regard to the
conflicts of laws provisions thereof other than Section 5-1401 of the General Obligations Law).
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DESCRIPTION OF DEPOSITARY SHARES

Sotherly may, at its option, elect to offer depositary shares rather than full shares of the Company’s preferred
stock. Each depositary share will represent ownership of, and entitlement to, all rights and preferences of a
fraction of a share of preferred stock of a specified series (including dividend, voting, redemption and liquidation
rights). The applicable fraction will be specified in a prospectus supplement. The shares of the Company’s
preferred stock represented by the depositary shares will be deposited with a depositary named in the applicable
prospectus supplement, under a deposit agreement, among the Company, the depositary and the holders of the
certificates representing depositary shares, or depositary receipts. Depositary receipts will be delivered to those
persons purchasing depositary shares in the offering. The depositary will be the transfer agent, registrar and
dividend disbursing agent for the depositary shares. Holders of depositary receipts agree to be bound by the
deposit agreement, which requires holders to take certain actions such as filing proof of residence and paying
certain charges.

The summary of the terms of the depositary shares contained in this prospectus does not purport to be complete
and is subject to, and qualified in its entirety by, the provisions of the deposit agreement, Sotherly’s charter and
the form of articles supplementary for the applicable class or series of preferred stock.

Dividends

The depositary will distribute all cash dividends or other cash distributions received in respect of the series of
Sotherly’s preferred stock represented by the depositary shares to the record holders of depositary receipts in
proportion to the number of depositary shares owned by such holders on the relevant record date, which will be
the same date as the record date fixed by the Company for the applicable series of preferred stock. The
depositary, however, will distribute only such amount as can be distributed without attributing to any depositary
share a fraction of one cent, and any balance not so distributed will be added to and treated as part of the next
sum received by the depositary for distribution to record holders of depositary receipts then outstanding.

In the event of a distribution other than in cash, the depositary will distribute property received by it to the record
holders of depositary receipts entitled thereto, in proportion, as nearly as may be practicable, to the number of
depositary shares owned by such holders on the relevant record date, unless the depositary determines (after
consultation with the Company) that it is not feasible to make such distribution, in which case the depositary may
(with the Company’s approval) adopt any other method for such distribution as it deems equitable and
appropriate, including the sale of such property (at such place or places and upon such terms as it may deem
equitable and appropriate) and distribution of the net proceeds from such sale to such holders.

No distribution will be made in respect of any depositary share to the extent that it represents any preferred stock
transferred to a trust for the benefit of one or more charitable beneficiaries. See “Restrictions on Ownership and
Transfer.”

Liquidation Preference

In the event of the liquidation, dissolution or winding up of the affairs of the Company, whether voluntary or
involuntary, the holders of each depositary share will be entitled to the fraction of the liquidation preference
accorded each share of the applicable series of preferred stock as set forth in the applicable prospectus
supplement.

Redemption

If the series of Sotherly’s preferred stock represented by the applicable series of depositary shares is redeemable,
such depositary shares will be redeemed from the proceeds received by the depositary resulting from the
redemption, in whole or in part, of the shares of preferred stock held by the depositary. Whenever Sotherly
redeems any preferred stock held by the depositary, the depositary will redeem as of the same redemption date
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the number of depositary shares representing the shares of preferred stock so redeemed. The depositary will mail
the notice of redemption promptly upon receipt of such notice from the Company and not less than 30 nor more
than 60 days prior to the date fixed for redemption of the preferred stock and the depositary shares to the record
holders of the depositary receipts.

Voting

Promptly upon receipt of notice of any meeting at which the holders of the series of Sotherly’s preferred stock
represented by the applicable series of depositary shares are entitled to vote, the depositary will mail the
information contained in such notice of meeting to the record holders of the depositary receipts as of the record
date for such meeting. Each such record holder of depositary receipts will be entitled to instruct the depositary as
to the exercise of the voting rights pertaining to the number of shares of preferred stock represented by such
record holder’s depositary shares. The depositary will endeavor, insofar as practicable, to vote such preferred
stock represented by such depositary shares in accordance with such instructions, and the Company will agree to
take all action which may be deemed necessary by the depositary in order to enable the depositary to do so. The
depositary will abstain from voting any of the preferred stock to the extent that it does not receive specific
instructions from the holders of depositary receipts.

Withdrawal of Preferred Stock

Upon surrender of depositary receipts at the principal office of the depositary and payment of any unpaid amount
due the depositary, and subject to the terms of the deposit agreement, the owner of the depositary shares
represented thereby is entitled to delivery of the number of whole shares of preferred stock and all money and
other property, if any, represented by such depositary shares. Partial shares of preferred stock will not be issued.
If the depositary receipts delivered by the holder represent a number of depositary shares in excess of the number
of depositary shares representing the number of whole shares of preferred stock to be withdrawn, the depositary
will deliver to such holder at the same time a new depositary receipt representing such excess number of
depositary shares. Holders of preferred stock thus withdrawn will not thereafter be entitled to deposit such shares
under the deposit agreement or to receive depositary receipts representing depositary shares therefor.

Amendment and Termination of Deposit Agreement

The form of depositary receipt representing the depositary shares and any provision of the deposit agreement
may at any time and from time to time be amended by agreement between Sotherly and the depositary. However,
any amendment which materially and adversely alters the rights of the holders (other than any change in fees) of
depositary shares will not be effective unless such amendment has been approved by at least a majority of the
depositary shares then outstanding. No such amendment may impair the right, subject to the terms of the deposit
agreement, of any owner of any depositary shares to surrender the depositary receipt representing such depositary
shares with instructions to the depositary to deliver to the holder of the preferred stock and all money and other
property, if any, represented thereby, except in order to comply with mandatory provisions of applicable law.

The deposit agreement will be permitted to be terminated by Sotherly upon not less than 30 days’ prior written
notice to the applicable depositary if (1) such termination is necessary to preserve Sotherly’s status as a REIT or
(2) a majority of each series of preferred stock affected by such termination consents to such termination,
whereupon such depositary will be required to deliver or make available to each holder of depositary receipts,
upon surrender of the depositary receipts held by such holder, such number of whole or fractional shares of
preferred stock as are represented by the depositary shares represented by such depositary receipts together with
any other property held by such depositary with respect to such depositary receipts. The Company will agree that
if the deposit agreement is terminated to preserve Sotherly’s status as a REIT, then the Company will use its best
efforts to list the preferred stock issued upon surrender of the related depositary shares on a national securities
exchange. In addition, the deposit agreement will automatically terminate if (a) all outstanding depositary shares
thereunder shall have been redeemed, (b) there shall have been a final distribution in respect of the related
preferred stock in connection with any liquidation, dissolution or winding-up of the Company and such
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distribution shall have been distributed to the holders of depositary receipts representing the depositary shares
representing such preferred stock or (c) each share of the related preferred stock shall have been converted into
stock of Sotherly not so represented by depositary shares.

Charges of Depositary

Sotherly will pay all transfer and other taxes and governmental charges arising solely from the existence of the
depositary arrangements. Sotherly will pay charges of the depositary in connection with the initial deposit of the
preferred stock and initial issuance of the depositary shares, and redemption of the preferred stock and all
withdrawals of preferred stock by owners of depositary shares. Holders of depositary receipts will pay transfer,
income and other taxes and governmental charges and certain other charges as are provided in the deposit
agreement to be for their accounts. In certain circumstances, the depositary may refuse to transfer depositary
shares, may withhold dividends and distributions and sell the depositary shares represented by such depositary
receipt if such charges are not paid. The applicable prospectus supplement will include information with respect
to fees and charges, if any, in connection with the deposit or substitution of the underlying securities, the receipt
and distribution of dividends, the sale or exercise of rights, the withdrawal of the underlying security, and the
transferring, splitting or grouping of receipts. The applicable prospectus supplement will also include information
with respect to the right to collect the fees and charges, if any, against dividends received and deposited
securities.

Miscellaneous

The depositary will forward to the holders of depositary receipts all notices, reports and proxy soliciting material
from Sotherly which are delivered to the depositary and which Sotherly is required to furnish to the holders of its
preferred stock. In addition, the depositary will make available for inspection by holders of depositary receipts at
the principal office of the depositary, and at such other places as it may from time to time deem advisable, any
notices, reports and proxy soliciting material received from the Company which are received by the depositary as
the holder of preferred stock. The applicable prospectus supplement will include information about the rights, if
any, of holders of receipts to inspect the transfer books of the depositary and the list of holders of receipts.

Neither the depositary nor the Company assumes any obligation or will be subject to any liability under the
deposit agreement to holders of depositary receipts other than for its negligence or willful misconduct. Neither
the depositary nor the Company will be liable if it is prevented or delayed by law or any circumstance beyond its
control in performing its obligations under the deposit agreement. The obligations of the Company and the
depositary under the deposit agreement will be limited to performance in good faith of their duties thereunder,
and they will not be obligated to prosecute or defend any legal proceeding in respect of any depositary shares or
preferred stock unless satisfactory indemnity is furnished. The Company and the depositary may rely on written
advice of counsel or accountants, on information provided by holders of the depositary receipts or other persons
believed in good faith to be competent to give such information and on documents believed to be genuine and to
have been signed or presented by the proper party or parties.

In the event the depositary shall receive conflicting claims, requests or instructions from any holders of
depositary receipts, on the one hand, and the Company, on the other hand, the depositary shall be entitled to act
on such claims, requests or instructions received from the Company.

Resignation and Removal of Depositary

The depositary may resign at any time by delivering to the Company notice of its election to do so, and the
Company may at any time remove the depositary, any such resignation or removal to take effect upon the
appointment of a successor depositary and its acceptance of such appointment. Such successor depositary must
be appointed within 60 days after delivery of the notice for resignation or removal and must be a bank or trust
company having its principal office in the United States and having a combined capital and surplus of at least
$150,000,000.
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DESCRIPTION OF WARRANTS

The following description, together with the additional information we may include in any applicable prospectus
supplements, summarizes the material terms and provisions of the warrants that Sotherly may offer under this
prospectus and the related warrant agreements and warrant certificates. While the terms summarized below will
apply generally to any warrants that Sotherly may offer, we will describe the particular terms of any series of
warrants in more detail in the applicable prospectus supplement. If we indicate in the prospectus supplement, the
terms of any warrants offered under that prospectus supplement may differ from the terms described below.
Specific warrant agreements will contain additional important terms and provisions and will be incorporated by
reference as an exhibit to the registration statement, which includes this prospectus.

General

Sotherly may issue warrants for the purchase of its common stock, preferred stock and/or debt securities in one
or more series. Sotherly may issue warrants independently or together with shares of common stock, shares of
preferred stock and/or debt securities, and the warrants may be attached to or separate from these securities.

We will evidence each series of warrants by warrant certificates that Sotherly will issue under a separate warrant
agreement. Sotherly will enter into the warrant agreement with a warrant agent and will indicate the name and
address of the warrant agent in the applicable prospectus supplement relating to a particular series of warrants.

The particular terms of any issue of warrants will be described in the prospectus supplement relating to the issue.
Those terms may include:

e the offering price and aggregate number of warrants offered;

e the currency for which the warrants may be purchased;

» if applicable, the designation and terms of the securities with which the warrants are issued and the
number of warrants issued with each such security or each principal amount of such security;

» if applicable, the date on and after which the warrants and the related securities will be separately
transferable;

* in the case of warrants to purchase debt securities, the principal amount of debt securities purchasable
upon exercise of one warrant and the price at, and currency in which, this principal amount of debt
securities may be purchased upon such exercise;

* in the case of warrants to purchase common stock or preferred stock, the number of shares of common
stock or preferred stock, as the case may be, purchasable upon the exercise of one warrant and the price
at which these shares may be purchased upon such exercise;

» the effect of any merger, consolidation, sale or other disposition of our business on the warrant
agreement and the warrants;

e the terms of any rights to redeem or call the warrants;

* any provisions for changes to or adjustments in the exercise price or number of securities issuable upon
exercise of the warrants;

e the periods during which, and places at which, the warrants are exercisable;

¢ the manner of exercise;

* the dates on which the right to exercise the warrants will commence and expire;
e the manner in which the warrant agreement and warrants may be modified;

e federal income tax consequences of holding or exercising the warrants;

* the terms of the securities issuable upon exercise of the warrants; and

* any other specific terms, preferences, rights or limitations of or restrictions on the warrants.
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DESCRIPTION OF RIGHTS

Sotherly may issue rights to purchase shares of its common stock or preferred stock. Each series of rights will be
issued under a separate rights agreement to be entered into between Sotherly and a bank or trust company, as
rights agent. The statements made in this section relating to the rights are summaries only. These summaries are
not complete. This prospectus and any accompanying prospectus supplement will contain the material terms and
conditions for each right. To the extent the information contained in the prospectus supplement differs from this
summary description, you should rely on the information in the prospectus supplement. For more detail, we refer
you to the applicable rights agreement itself, which we will file as an exhibit to, or incorporate by reference in,
the registration statement of which this prospectus is a part.

If Sotherly offers any series of rights, certain terms of that series of rights will be described in the applicable
prospectus supplement, including, without limitation, the following:

e the title of the rights,
e the date of determining the stockholders entitled to the rights distribution,

» the title and aggregate number of shares of Sotherly’s common stock or preferred stock purchasable
upon exercise of the rights,

» the exercise price,
e the aggregate number of rights issued,
e the date, if any, on and after which the rights will be separately transferable,

» the date on which the right to exercise the rights will commence and the date on which the right will
expire,

* adiscussion of any material United States federal income tax considerations applicable to an
investment in the rights, and

e any other terms of the rights, including terms, procedures and limitations relating to the distribution,
exchange and exercise of the rights.

Exercise of Rights

Each right will entitle the holder of rights to purchase for cash the principal amount of shares of Sotherly’s
common stock or preferred stock at the exercise price provided in the applicable prospectus supplement. Rights
may be exercised at any time up to the close of business on the expiration date for the rights provided in the
applicable prospectus supplement. After the close of business on the expiration date, all unexercised rights will
be void.

Holders may exercise rights as described in the applicable prospectus supplement. Upon receipt of payment and
the rights certificate properly completed and duly executed at the corporate trust office of the rights agent or any
other office indicated in the prospectus supplement, Sotherly will, as soon as practicable, forward the shares of
common stock or preferred stock purchasable upon exercise of the rights. If less than all of the rights issued in
any rights offering are exercised, Sotherly may offer any unsubscribed securities directly, to or through agents,
underwriters or dealers or through a combination of such methods, including pursuant to standby underwriting
arrangements, as described in the applicable prospectus supplement.
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DESCRIPTION OF UNITS

Sotherly may issue units consisting of any combination of the other types of securities offered under this
prospectus in one or more series. Sotherly may evidence each series of units by unit certificates that it will issue
under a separate agreement and may enter into unit agreements with a unit agent. Each unit agent will be a bank
or trust company that Sotherly selects. Sotherly will indicate the name and address of the unit agent in the
applicable prospectus supplement relating to a particular series of units.

The following description, together with the additional information included in any applicable prospectus
supplement, summarizes the general features of the units that Sotherly may offer under this prospectus. You
should read any prospectus supplement relating to the series of units being offered, as well as the complete unit
agreements that contain the terms of the units. Specific unit agreements will contain additional important terms
and provisions, and Sotherly will file as an exhibit to the registration statement of which this prospectus is a part,
or will incorporate by reference from another report that it files with the Securities and Exchange Commission,
the form of each unit agreement relating to units offered under this prospectus.

If Sotherly offers any units, certain terms of that series of units will be described in the applicable prospectus
supplement, including, without limitation, the following, as applicable:

¢ the title of the series of units,

e identification and description of the separate constituent securities comprising the units,

e the price or prices at which the units will be issued,

e the date, if any, on and after which the constituent securities comprising the units will be separately
transferable,

» adiscussion of any material United States federal income tax considerations applicable to an
investment in the units, and

e any other terms of the units and their constituent securities.
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GLOBAL SECURITIES

Book-Entry, Delivery and Form

Unless we indicate differently in a prospectus supplement, the securities initially will be issued in book-entry
form and represented by one or more global notes or global securities, or, collectively, global securities. The
global securities will be deposited with, or on behalf of, DTC and registered in the name of Cede & Co., the
nominee of DTC. Unless and until it is exchanged for individual certificates evidencing securities under the
limited circumstances described below, a global security may not be transferred except as a whole by the
depositary to its nominee or by the nominee to the depositary, or by the depositary or its nominee to a successor
depositary or to a nominee of the successor depositary.

DTC has advised that it is:
e alimited-purpose trust company organized under the New York Banking Law,
e a “banking organization” within the meaning of the New York Banking Law,
* amember of the Federal Reserve System,
e a “clearing corporation” within the meaning of the New York Uniform Commercial Code, and

e a “clearing agency” registered pursuant to the provisions of Section 17A of the Exchange Act.

DTC holds securities that its participants deposit with DTC. DTC also facilitates the settlement among its
participants of securities transactions, such as transfers and pledges, in deposited securities through electronic
computerized book-entry changes in participants’ accounts, thereby eliminating the need for physical movement
of securities certificates. “Direct participants” in DTC include securities brokers and dealers, including
underwriters, banks, trust companies, clearing corporations and other organizations. DTC is a wholly owned
subsidiary of The Depository Trust & Clearing Corporation, or DTCC. DTCC is the holding company for DTC,
National Securities Clearing Corporation and Fixed Income Clearing Corporation, all of which are registered
clearing agencies. DTCC is owned by the users of its regulated subsidiaries. Access to the DTC system is also
available to others, which we sometimes refer to as indirect participants, that clear through or maintain a
custodial relationship with a direct participant, either directly or indirectly. The rules applicable to DTC and its
participants are on file with the Securities and Exchange Commission.

Purchases of securities under the DTC system must be made by or through direct participants, which will receive
a credit for the securities on DTC’s records. The ownership interest of the actual purchaser of a security, which
we sometimes refer to as a beneficial owner, is in turn recorded on the direct and indirect participants’ records.
Beneficial owners of securities will not receive written confirmation from DTC of their purchases. However,
beneficial owners are expected to receive written confirmations providing details of their transactions, as well as
periodic statements of their holdings, from the direct or indirect participants through which they purchased
securities. Transfers of ownership interests in global securities are to be accomplished by entries made on the
books of participants acting on behalf of beneficial owners. Beneficial owners will not receive certificates
representing their ownership interests in the global securities, except under the limited circumstances described
below.

To facilitate subsequent transfers, all global securities deposited by direct participants with DTC will be
registered in the name of DTC’s partnership nominee, Cede & Co., or such other name as may be requested by an
authorized representative of DTC. The deposit of securities with DTC and their registration in the name of

Cede & Co. or such other nominee will not change the beneficial ownership of the securities. DTC has no
knowledge of the actual beneficial owners of the securities. DTC’s records reflect only the identity of the direct
participants to whose accounts the securities are credited, which may or may not be the beneficial owners. The
participants are responsible for keeping account of their holdings on behalf of their customers.
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So long as the securities are in book-entry form, you will receive payments and may transfer securities only
through the facilities of the depositary and its direct and indirect participants. We will maintain an office or
agency in the location specified in the prospectus supplement for the applicable securities, where notices and
demands in respect of the securities and the indenture may be delivered to us and where certificated securities
may be surrendered for payment, registration of transfer or exchange.

Conveyance of notices and other communications by DTC to direct participants, by direct participants to indirect
participants and by direct participants and indirect participants to beneficial owners will be governed by
arrangements among them, subject to any legal requirements in effect from time to time.

Redemption notices will be sent to DTC. If less than all of the securities of a particular series are being
redeemed, DTC’s practice is to determine by lot the amount of the interest of each direct participant in the
securities of such series to be redeemed.

Neither DTC nor Cede & Co. (or such other DTC nominee) will consent or vote with respect to the securities.
Under its usual procedures, DTC will mail an omnibus proxy to us as soon as possible after the record date. The
omnibus proxy assigns the consenting or voting rights of Cede & Co. to those direct participants to whose
accounts the securities of such series are credited on the record date, identified in a listing attached to the
omnibus proxy.

So long as securities are in book-entry form, we will make payments on those securities to the depositary or its
nominee, as the registered owner of such securities, by wire transfer of immediately available funds. If securities
are issued in definitive certificated form under the limited circumstances described below, we will have the
option of making payments by check mailed to the addresses of the persons entitled to payment or by wire
transfer to bank accounts in the United States designated in writing to the applicable trustee or other designated
party at least 15 days before the applicable payment date by the persons entitled to payment, unless a shorter
period is satisfactory to the applicable trustee or other designated party.

Redemption proceeds, distributions and dividend payments on the securities will be made to Cede & Co., or such
other nominee as may be requested by an authorized representative of DTC. DTC’s practice is to credit direct
participants’ accounts upon DTC’s receipt of funds and corresponding detail information from us on the payment
date in accordance with their respective holdings shown on DTC records. Payments by participants to beneficial
owners will be governed by standing instructions and customary practices, as is the case with securities held for
the account of customers in bearer form or registered in “street name.” Those payments will be the responsibility
of participants and not of DTC or us, subject to any statutory or regulatory requirements in effect from time to
time. Payment of redemption proceeds, distributions and dividend payments to Cede & Co., or such other
nominee as may be requested by an authorized representative of DTC, is our responsibility, disbursement of
payments to direct participants is the responsibility of DTC, and disbursement of payments to the beneficial
owners is the responsibility of direct and indirect participants.

Except under the limited circumstances described below, purchasers of securities will not be entitled to have
securities registered in their names and will not receive physical delivery of securities. Accordingly, each
beneficial owner must rely on the procedures of DTC and its participants to exercise any rights under the
securities and the indenture.

The laws of some jurisdictions may require that some purchasers of securities take physical delivery of securities
in definitive form. Those laws may impair the ability to transfer or pledge beneficial interests in securities.

DTC may discontinue providing its services as securities depositary with respect to the securities at any time by
giving reasonable notice to us. Under such circumstances, in the event that a successor depositary is not obtained,
securities certificates are required to be printed and delivered.

31



As noted above, beneficial owners of a particular series of securities generally will not receive certificates
representing their ownership interests in those securities. However, if:

* DTC notifies us that it is unwilling or unable to continue as a depositary for the global security or
securities representing such series of securities or if DTC ceases to be a clearing agency registered
under the Exchange Act at a time when it is required to be registered and a successor depositary is not
appointed within 90 days of the notification to us or of our becoming aware of DTC’s ceasing to be so
registered, as the case may be,

e we determine, in our sole discretion, not to have such securities represented by one or more global
securities, or

e an Event of Default has occurred and is continuing with respect to such series of securities,

we will prepare and deliver certificates for such securities in exchange for beneficial interests in the global
securities. Any beneficial interest in a global security that is exchangeable under the circumstances described in
the preceding sentence will be exchangeable for securities in definitive certificated form registered in the names
that the depositary directs. It is expected that these directions will be based upon directions received by the
depositary from its participants with respect to ownership of beneficial interests in the global securities.

We have obtained the information in this section and elsewhere in this prospectus concerning DTC and DTC’s

book-entry system from sources that are believed to be reliable, but we take no responsibility for the accuracy of
this information.
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CERTAIN PROVISIONS OF MARYLAND LAW AND OF SOTHERLY’S CHARTER AND BYLAWS

The following description of certain provisions of Maryland law and of Sotherly’s charter and bylaws is
only a summary. For a complete description, we refer you to Maryland law and Sotherly’s charter and bylaws.
We have filed Sotherly’s charter and bylaws as exhibits to the registration statement of which this prospectus is a
part. See “Where You Can Find More Information.”

Sotherly’s Board of Directors

Sotherly’s bylaws provide that the number of Sotherly’s directors may be established by its board of directors.
Sotherly currently has seven directors. The board of directors may increase or decrease the number of directors
by a vote of a majority of the members of the board of directors, provided that the number of directors shall never
be less than the minimum number required by Maryland law, nor more than fifteen (15), and that the tenure of
office of a director shall not be affected by any decrease in the number of directors. Except as may be provided
by the board of directors in setting the terms of any class or series of preferred stock, any vacancy may be filled
only by a majority of the remaining directors, even if the remaining directors do not constitute a quorum, or, if no
directors remain, by Sotherly’s stockholders. Any director elected to fill a vacancy shall serve for the remainder
of the full term in which the vacancy occurred and until a successor is elected and qualifies.

At each annual meeting of stockholders, the holders of the common stock may vote to elect all of the directors on
the board of directors. Holders of common stock have no right to cumulative voting in the election of directors.
Consequently, at each annual meeting of stockholders, the holders of a majority of the outstanding shares of
common stock are able to elect all of the directors.

Removal of Directors

Subject to rights of holders of one or more classes or series of preferred stock, including the Company’s Series B
Preferred Stock and any future classes or series of preferred stock, to elect or remove one or more directors or the
entire board of directors, Sotherly’s charter provides that a director may be removed, with or without cause, upon
the affirmative vote of at least two-thirds of the votes entitled to be cast in the election of directors. Absent
removal of all of Sotherly’s directors, this provision, when coupled with the exclusive power of the board of
directors to fill vacant directorships, precludes stockholders from removing incumbent directors, except upon a
substantial affirmative vote, and filling the vacancies created by such removal with their own nominees.

Business Combinations

Maryland law prohibits “business combinations” between us and an interested stockholder or an affiliate of an
interested stockholder for five years after the most recent date on which the interested stockholder becomes an
interested stockholder. These business combinations include a merger, consolidation, share exchange or, in
circumstances specified in the statute, an asset transfer or issuance or reclassification of equity securities.
Maryland law defines an interested stockholder as:

e any person who, directly or indirectly, beneficially owns 10.0% or more of the voting power of our
stock after the date on which the corporation had 100 or more beneficial owners of its stock; or

e an affiliate or associate of ours who, at any time within the two-year period prior to the date in
question, was the beneficial owner of 10.0% or more of the voting power of Sotherly’s then
outstanding voting stock after the date on which the corporation had 100 or more beneficial owners of
its stock.

A person is not an interested stockholder if Sotherly’s board of directors approved in advance the transaction by
which the person otherwise would have become an interested stockholder. However, in approving a transaction,
the board of directors may provide that its approval is subject to compliance, at or after the time of approval, with
any terms and conditions determined by Sotherly’s board of directors.

33



After the five-year prohibition, any business combination between us and an interested stockholder generally
must be recommended by Sotherly’s board of directors and approved by the affirmative vote of at least:

* 80.0% of the votes entitled to be cast by holders of Sotherly’s then outstanding shares of voting stock,
voting together as a single group; and

» two-thirds of the votes entitled to be cast by holders of Sotherly’s voting stock, voting together as a
single group, other than stock held by the interested stockholder with whom or with whose affiliate the
business combination is to be effected or stock held by an affiliate or associate of the interested
stockholder.

These super-majority vote requirements do not apply if Sotherly’s common stockholders receive a minimum
price, as defined under Maryland law, for their stock in the form of cash or other consideration in the same form
as previously paid by the interested stockholder for its stock.

The statute permits various exemptions from its provisions, including business combinations that are exempted
by the board of directors before the time that the interested stockholder becomes an interested stockholder.
Sotherly has opted out of the business combination provisions of the MGCL by resolution of Sotherly’s board of
directors. However, Sotherly’s board of directors may, by resolution and without stockholders approval, opt into
the business combination statute in the future.

Should Sotherly’s board opt in to the business combination statute, it may discourage others from trying to
acquire control of Sotherly and increase the difficulty of consummating any transaction.

Control Share Acquisitions

Maryland law provides that holders of “control shares™ of a Maryland corporation acquired in a “control share
acquisition” have no voting rights unless approved by a vote of two-thirds of the votes entitled to be cast on the
matter. Shares owned by the acquirer, or by officers or by directors who are Sotherly’s employees are excluded
from shares entitled to vote on the matter. “Control shares” are voting shares which, if aggregated with all other
shares previously acquired by the acquiring person, or in respect of which the acquiring person is able to exercise
or direct the exercise of voting power (except solely by virtue of a revocable proxy), would entitle the acquiring
person to exercise voting power in electing directors within one of the following ranges of voting power:

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

* amajority or more of all voting power.

Control shares do not include shares the acquiring person is then entitled to vote as a result of having previously
obtained stockholder approval. A “control share acquisition” means the acquisition of control shares, directly or
indirectly, subject to certain exceptions.

A person who has made or proposes to make a control share acquisition may compel Sotherly’s board of
directors to call a special meeting of stockholders to be held within 50 days of demand to consider the voting
rights of the shares. The right to compel the calling of a special meeting is subject to the satisfaction of certain
conditions, including a written undertaking to pay the expenses of the meeting. If no request for a meeting is
made, we may present the question at any stockholders’ meeting.

If voting rights are not approved at the stockholders’ meeting or if the acquiring person does not deliver the
acquiring person statement required by Maryland law, then, subject to certain conditions and limitations,
Sotherly may redeem any or all of the control shares, except those for which voting rights have previously been
approved, for fair value. Fair value is determined without regard to the absence of voting rights for the control
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shares and as of the date of the last control share acquisition or of any meeting of stockholders at which the
voting rights of the shares were considered and not approved. If voting rights for control shares are approved at a
stockholders’ meeting and the acquirer may then vote a majority of the shares entitled to vote, then all other
stockholders may exercise appraisal rights. The fair value of the shares for purposes of these appraisal rights may
not be less than the highest price per share paid by the acquirer in the control share acquisition. The control share
acquisition statute does not apply to shares acquired in a merger, consolidation or share exchange if we are a
party to the transaction, nor does it apply to acquisitions approved or exempted by Sotherly’s charter or bylaws.

Sotherly’s bylaws contain a provision exempting from the control share acquisition statute any and all
acquisitions by any person of Sotherly’s shares of stock. Sotherly’s board of directors may amend its bylaws,
without stockholder approval, so as to implement the control share acquisition statute in the future.

Maryland Unsolicited Takeovers Act

Subtitle 8 of Title 3 of the MGCL permits a Maryland corporation with a class of equity securities registered
under the Exchange Act and at least three independent directors to elect to be subject, by provision in its charter
or bylaws or a resolution of its board of directors and notwithstanding any contrary provision in the charter or
bylaws, to any or all of five provisions:

e aclassified board;
* atwo-thirds vote requirement for removing a director;
e arequirement that the number of directors be fixed only by vote of the directors;

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

* amajority requirement for the calling of a special meeting of stockholders.

Pursuant to Subtitle 8, Sotherly has elected to provide that vacancies on the board be filled only by the remaining
directors and for the remainder of the full term of the directorship in which the vacancy occurred. Through
provisions in Sotherly’s charter and bylaws unrelated to Subtitle 8, Sotherly already (a) requires a two-thirds vote
for the removal of any director from the board, (b) vests in the board the exclusive power to fix the number of
directorships and (c) requires, unless called by the chairman of Sotherly’s board of directors, its president, chief
executive officer or Sotherly’s board of directors, the request of the holders of a majority of outstanding shares to
call for a special meeting.

Merger; Amendment of Charter

Under the MGCL, a Maryland corporation generally cannot dissolve, amend its charter or merge with another
entity unless approved by the affirmative vote of stockholders holding at least two-thirds of the shares entitled to
vote on the matter unless a lesser percentage (but not less than a majority of all the votes entitled to be cast on the
matter) is set forth in the corporation’s charter. Sotherly’s charter provides for approval by the holders of a
majority of all the votes entitled to be cast on the matter for the matters described in this paragraph, except for
amendments to various provisions of the charter, including, but not limited to, the provisions relating to removal
of directors, that require the affirmative vote of the holders of two-thirds of the votes entitled to be cast on the
matter. As permitted by the MGCL, Sotherly’s charter contains a provision permitting its directors, without any
action by its stockholders, to amend the charter to increase or decrease the aggregate number of shares of stock or
the number of shares of stock of any class or series that it has authority to issue.

Limitation of Liability and Indemnification

Sotherly’s charter limits the liability of its directors and officers for money damages to the maximum extent
permitted by Maryland law.
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Sotherly’s charter authorizes it to obligate itself, and Sotherly’s bylaws require it, to the maximum extent
permitted by Maryland law, to indemnify, and to pay or reimburse reasonable expenses to, any of Sotherly’s
present or former directors or officers or any individual who, while a director or officer and at our request, serves
or has served another entity, employee benefit plan or any other enterprise as a trustee, director, officer, partner
or otherwise. The indemnification covers any claim or liability against the person by reason of his or her status as
a present or former director or officer.

Maryland law permits Sotherly to indemnify its present and former directors and officers against liabilities and
reasonable expenses actually incurred by them in any proceeding unless it is established that:

e the act or omission of the director or officer was material to the matter giving rise to the proceeding;
and

e was committed in bad faith; or
e was the result of active and deliberate dishonesty; or
» the director or officer actually received an improper personal benefit in money, property or services; or

e in a criminal proceeding, the director or officer had reasonable cause to believe that the act or omission
was unlawful.

However, Maryland law prohibits Sotherly from indemnifying its present and former directors and officers for an
adverse judgment in a derivative action. Maryland law requires it, as a condition to advancing expenses in certain
circumstances, to obtain:

e a written affirmation by the director or officer of his or her good faith belief that he or she has met the
standard of conduct necessary for indemnification; and

* a written undertaking by or on behalf of the director or officer to repay the amount reimbursed if the
standard of conduct is not met.

Sotherly has entered into indemnification agreements with Sotherly’s directors and executive officers that
provide for indemnification of such persons to the fullest extent permitted under Maryland law.

The partnership agreement of the Operating Partnership provides for indemnification of officers, directors and
employees of the Operating Partnership, as well as its indemnification, along with its employees, officers and
directors. See “Partnership Agreement.”

Insofar as the foregoing provisions permit indemnification of Sotherly’s directors, officers or persons
controlling us for liability arising under the Securities Act, we have been informed that, in the opinion of the
SEC, this indemnification is against public policy as expressed in the Securities Act and is therefore
unenforceable.

REIT Status

Sotherly’s charter provides that its board of directors may revoke or otherwise terminate our REIT election,
without the approval of its stockholders, if it determines that it is no longer in our best interest to continue to
qualify as a REIT.

Dissolution

Pursuant to Sotherly’s charter, and subject to the provisions of any of Sotherly’s classes or series of shares of
stock then outstanding and the approval by a majority of the entire board of directors, Sotherly’s stockholders, at
any meeting thereof, by the affirmative vote of a majority of all of the votes entitled to be cast on the matter, may
approve a plan of liquidation and dissolution.
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Advance Notice of Director Nominations and New Business

Sotherly’s bylaws provide that, with respect to an annual meeting of stockholders, nominations of individuals for
election to Sotherly’s board of directors and the proposal of business to be considered by stockholders at the
annual meeting may be made only:

* pursuant to Sotherly’s notice of the meeting;
* by or at the direction of Sotherly’s board of directors; or

e by a stockholder who was a stockholder of record both at the time of the provision of notice and at the
time of the meeting who is entitled to vote at the meeting and has complied with the advance notice
procedures set forth in Sotherly’s bylaws.

With respect to special meetings of stockholders, only the business specified in Sotherly’s notice of meeting may
be brought before the meeting of stockholders and nominations of individuals for election to Sotherly’s board of
directors may be made only:

* pursuant to Sotherly’s notice of the meeting;
* by or at the direction of Sotherly’s board of directors; or

» provided that Sotherly’s board of directors has determined that directors shall be elected at such
meeting, by a stockholder who was a stockholder of record both at the time of the provision of notice
and at the time of the meeting who is entitled to vote at the meeting and has complied with the advance
notice provisions set forth in Sotherly’s bylaws.

Possible Anti-Takeover Effect of Certain Provisions of Maryland Law and of Sotherly’s Charter and
Bylaws

Sotherly’s board of directors may rescind the resolution opting out of the business combination statute or repeal
the bylaw opting-out of the control share acquisition statute without stockholder approval. If the business
combination provisions or control share provisions become applicable to Sotherly, those provisions, in addition
to the provisions in Sotherly’s charter regarding removal of directors and the restrictions on the transfer of shares
of stock and the advance notice provisions of Sotherly’s bylaws could have the effect of delaying, deferring or
preventing a transaction or a change in the control that might involve a premium price for holders of the common
stock or otherwise be in their best interest.
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PARTNERSHIP AGREEMENT

The following description of certain terms of the agreement of limited partnership of the Operating Partnership
is only a summary. For a complete description, we refer you to the Agreement of Limited Partnership of Sotherly
Hotels LP, as amended, a copy of which is an exhibit to this registration statement.

Management

The Operating Partnership was formed on August 19, 2004, as a limited partnership under the Delaware Revised
Uniform Limited Partnership Act. Pursuant to the partnership agreement, Sotherly Hotels Inc., as general partner
of the Operating Partnership, has, subject to certain protective rights of limited partners described below, full,
exclusive and complete responsibility and discretion in the management and control of the Operating Partnership,
including the ability to cause the Operating Partnership to enter into certain major transactions including
acquisitions, dispositions, refinancings and selection of lessees and to cause changes in the Operating
Partnership’s line of business and distribution policies.

The partnership agreement does not require the partners of the Operating Partnership to hold an annual meeting
and the Operating Partnership does not intend to hold annual meetings of the partners, given the general partner’s
management responsibility and discretion.

The Operating Partnership amended its Agreement of Limited Partnership in connection with the issuance of the
Series B Preferred Stock to classify Series B preferred partnership units, which were issued to the Company in
exchange for the contribution by the Company to the Partnership of the net proceeds from the sale and issuance
of the Series B Preferred Stock. The terms of the Series B preferred partnership units mirror the terms of the
Series B Preferred Stock.

Transferability of Interests

Sotherly may not voluntarily withdraw from the Operating Partnership or transfer or assign its interest in the
Operating Partnership or engage in any transaction which would result in a change of control of Sotherly unless:

e The Operating Partnership receives the consent of limited partners holding more than 50.0% of the
partnership interests of the limited partners (other than those held by the general partner or any
subsidiary);

* The consent of limited partners (including the general partner or any subsidiary) holding more than
66.7% of the percentage interests of the limited partnership interests (including those held by the
general partner or any subsidiary) is obtained and as a result of such transaction all limited partners will
receive for each partnership unit an amount of cash, securities or other property equal in value to the
product of the conversion factor and the greatest amount of cash, securities or other property paid in the
transaction to a holder of one share of Sotherly’s common stock, provided that if, in connection with
the transaction, a purchase, tender or exchange offer shall have been made to and accepted by the
holders of more than 50.0% of the outstanding shares of Sotherly’s common stock, each holder of units
shall be given the option to exchange its units for the greatest amount of cash, securities or other
property that a limited partner would have received had it (A) exercised its redemption right (described
below) and (B) sold, tendered or exchanged pursuant to the offer shares of Sotherly’s common stock
received upon exercise of the redemption right immediately prior to the expiration of the offer; or

e The consent of limited partners (including the general partner or any subsidiary) holding more than
66.7% of the percentage interests of the limited partnership interests (including those held by the
general partner or any subsidiary) is obtained and Sotherly is the surviving entity in the transaction and
either (A) Sotherly’s stockholders do not receive cash, securities or other property in the transaction or
(B) all limited partners (other than any subsidiary of the general partner) receive for each partnership
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unit an amount of cash, securities or other property having a value that is no less than the product of the
conversion factor and the greatest amount of cash, securities or other property received in the
transaction by Sotherly’s stockholders.

In addition, in the event of a change of control of Sotherly, the limited partners will have the right, for a period of
30 days following the change of control event, to cause the Operating Partnership to redeem all of the units held
by the limited partners for a cash amount equal to the cash redemption amount otherwise payable upon
redemption pursuant to the partnership agreement.

Sotherly also may (i) transfer all or any portion of its general partnership interest to an affiliate of the general
partner, and following such transfer, may withdraw as the general partner and (ii) engage in a transaction
required by law or by the rules of any national securities exchange on which Sotherly’s common stock is listed.

Limited partners may not transfer their units without Sotherly’s written consent as general partner.

Capital Contribution

Sotherly currently owns a 1.0% interest as general partner and, as of June 30, 2017, owned an approximately
89.1% interest as limited partner in the Operating Partnership. The partnership agreement provides that if the
Operating Partnership requires additional funds at any time in excess of funds available to the Operating
Partnership from borrowing or capital contributions, Sotherly may borrow such funds from a financial institution
or other lender and lend such funds to the Operating Partnership. Under the partnership agreement, Sotherly is
obligated to contribute the proceeds of any offering of shares of stock as additional capital to the Operating
Partnership. Sotherly is authorized to cause the Operating Partnership to issue partnership interests for less than
fair market value if Sotherly has concluded in good faith that such issuance is in both the Operating Partnership’s
and Sotherly’s best interests. If Sotherly contributes additional capital to the Operating Partnership, it will receive
additional units and Sotherly’s percentage interest will be increased on a proportionate basis based upon the
amount of such additional capital contributions and the value of the Operating Partnership at the time of such
contributions. Conversely, the percentage interests of the limited partners will be decreased on a proportionate
basis in the event of additional capital contributions by Sotherly. In addition, if Sotherly contributes additional
capital to the Operating Partnership, we will revalue the property of the Operating Partnership to its fair market
value (as determined by Sotherly) and the capital accounts of the partners will be adjusted to reflect the manner
in which the unrealized gain or loss inherent in such property (that has not been reflected in the capital accounts
previously) would be allocated among the partners under the terms of the partnership agreement if there were a
taxable disposition of such property for its fair market value (as determined by us) on the date of the revaluation.
The Operating Partnership may issue additional preferred partnership interests, in connection with acquisitions of
property or otherwise, which could have priority over common partnership interests with respect to distributions
from the Operating Partnership, including the partnership interests Sotherly owns as the general partner.

Redemption Rights

Pursuant to the partnership agreement, the limited partners received redemption rights which enable them to
cause the Operating Partnership to redeem their units in exchange for cash or, at Sotherly’s option, shares of
common stock of Sotherly. The cash redemption amount per unit is based on the average of the market price of
Sotherly’s common stock for the 10 trading days immediately preceding the notice of redemption. The number of
shares of Sotherly’s common stock issuable upon redemption of units held by limited partners may be adjusted
upon the occurrence of certain events such as stock dividends, stock subdivisions or combinations.
Notwithstanding the foregoing, a limited partner will not be entitled to exercise its redemption rights if the
delivery of Sotherly’s common stock to the redeeming limited partner would:

e result in any person owning, directly or indirectly, common stock in excess of the stock ownership
limit in Sotherly’s charter;
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* result in shares of Sotherly’s common stock being owned by fewer than 100 persons (determined
without reference to any rules of attribution);

e result in Sotherly being “closely held” within the meaning of Section 856(h) of the Code;

e cause Sotherly to own, actually or constructively, 10.0% or more of the ownership interests in a tenant
of Sotherly’s, the Operating Partnership’s or a subsidiary partnership’s real property, within the
meaning of Section 856(d)(2)(B) of the Code other than a taxable REIT subsidiary if the requirements
of Section 856(d)(8)(B) of the Code are satisfied;

» cause any of our hotel management companies to fail to qualify as an “eligible independent contractor”
within the meaning of Section 856(d)(9) of the Code; or

e cause the acquisition of Sotherly’s common stock by such redeeming limited partner to be “integrated”
with any other distribution of common stock for purposes of complying with the registration provisions
of the Securities Act.

Sotherly may, in its sole and absolute discretion, waive any of these restrictions.

With respect to the units issued in connection with the acquisition of our initial properties, the redemption rights
may be exercised by the limited partners at any time after the first anniversary of our acquisition of these
properties; provided, however, unless Sotherly otherwise agrees:

e alimited partner may not exercise the redemption right for fewer than 1,000 units or, if such limited
partner holds fewer than 1,000 units, the limited partner must redeem all of the units held by such
limited partner;

* alimited partner may not exercise the redemption right for more than the number of units that would,
upon redemption, result in such limited partner or any other person owning, directly or indirectly,
common stock of Sotherly in excess of the ownership limitation in Sotherly’s charter; and

e alimited partner may not exercise the redemption right more than two times annually.

The aggregate number of shares of the Sotherly’s common stock issuable upon exercise of the redemption rights
is 1,778,140. The number of shares of the Sotherly’s common stock issuable upon exercise of the redemption
rights will be adjusted to account for stock splits, mergers, consolidations or similar pro rata stock transactions.

The partnership agreement requires that the Operating Partnership be operated in a manner that enables Sotherly
to satisfy the requirements for being classified as a REIT, to avoid any federal income or excise tax liability
imposed by the Code (other than any federal income tax liability associated with Sotherly’s retained capital
gains) and to ensure that the partnership will not be classified as a “publicly traded partnership” taxable as a
corporation under Section 7704 of the Code.

In addition to the administrative and operating costs and expenses incurred by the Operating Partnership, the
Operating Partnership generally will pay all of our administrative costs and expenses, including:

e all expenses relating to Sotherly’s continuity of existence and our subsidiaries’ operations;

» all expenses relating to offerings and registration of securities;

» all expenses associated with the preparation and filing of any of Sotherly’s and the Operating
Partnership’s periodic or other reports and communications under federal, state or local laws or
regulations;

e all expenses associated with Sotherly’s compliance with laws, rules and regulations promulgated by
any regulatory body; and

* all of Sotherly’s other operating or administrative costs incurred in the ordinary course of business on
behalf of the Operating Partnership.
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These expenses, however, do not include any of Sotherly’s administrative and operating costs and expenses
incurred that are attributable to hotel properties that are owned by Sotherly directly rather than by the Operating
Partnership or its subsidiaries.

Distributions

The partnership agreement provides that the Operating Partnership will distribute cash at such time and in such
amounts as determined by Sotherly in its sole discretion, to Sotherly and the limited partners in accordance with
their respective percentage interests in the Operating Partnership. Furthermore, the partnership agreement
provides that the Operating Partnership shall distribute amounts sufficient to enable Sotherly to pay stockholder
dividends that will allow Sotherly to meet the distribution requirements to qualify as a REIT and avoid any
federal income or excise tax liability.

Upon liquidation of the Operating Partnership, after payment of, or adequate provision for, debts and obligations
of the partnership, including any partner loans, any remaining assets of the partnership will be distributed to
Sotherly and the limited partners with positive capital accounts in accordance with their respective positive
capital account balances.

Allocations

Profits and losses of the partnership (including depreciation and amortization deductions) for each fiscal year
generally are allocated to Sotherly and the limited partners in accordance with the respective percentage interests
in the partnership. All of the foregoing allocations are subject to compliance with the provisions of Sections
704(b), 704(c) and 706 of the Code and Treasury regulations promulgated thereunder. The Operating Partnership
expects to use the “traditional method” under Section 704(c) of the Code for allocating items with respect to
contributed property acquired in connection with the offering for which the fair market value differs from the
adjusted tax basis at the time of contribution.

Term
The Operating Partnership has perpetual duration unless dissolved upon:

* Sotherly’s bankruptcy, dissolution, removal or withdrawal (unless the limited partners elect to continue
the partnership);

» the passage of 90 days after the sale or other disposition of all or substantially all the assets of the
partnership;

* the redemption of all units (other than those held by Sotherly, if any); or

* an election by Sotherly in its capacity as the general partner.

Tax Matters

Pursuant to the partnership agreement, Sotherly is the tax matters partner of the Operating Partnership and, as
such, Sotherly has authority to handle tax audits and to make tax elections under the Code on behalf of the
Operating Partnership.

Indemnification

Subject to any terms, conditions or restrictions set forth in the Operating Partnership’s partnership agreement,
Section 17-108 of the Delaware Revised Uniform Limited Partnership Act empowers a Delaware limited
partnership to indemnify and hold harmless any partner or other person from and against all claims and demands
whatsoever. The amended and restated partnership agreement of the Operating Partnership generally requires the
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Operating Partnership to indemnify Sotherly and the directors, officers and employees of Sotherly, and any
affiliates of either Sotherly or the Operating Partnership and certain other specific persons to the fullest extent
permitted by the law against all losses, claims, damages, liabilities, including reasonable legal fees and expenses,
or similar events except for those which arise from bad faith, improper receipt of a personal benefit or where
there was reasonable knowledge that the act or omission leading to the activity was unlawful.

Sotherly provides insurance from a commercial carrier against certain liabilities that could be incurred by
Sotherly’s directors and officers.

Insofar as the foregoing provisions permit indemnification of Sotherly’s directors, officers or persons
controlling us for liability arising under the Securities Act, we have been informed that, in the opinion of the
SEC, this indemnification is against public policy as expressed in the Securities Act and is therefore
unenforceable.
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MATERIAL U.S. FEDERAL INCOME TAX CONSIDERATIONS

General

As used in this “Material U.S. Federal Income Tax Considerations” discussion, unless otherwise expressly so
noted, the terms “we,” “us” and “our” refer solely to Sotherly and not to the Operating Partnership nor to our
other subsidiaries nor to any of the Operating Partnership’s direct and indirect subsidiaries.

The following is a summary of material U.S. federal income tax considerations relating to our qualification and
taxation as a REIT which may be material to a purchaser of our securities or the Operating Partnership’s debt
securities. This summary is based on current law, is for general information only, does not address all possible
tax considerations that may be material or relevant to such a purchaser and is not tax or legal advice. Also, this
summary does not deal with all tax aspects that might be relevant to any such purchaser in light of the
purchaser’s particular circumstances, nor does it deal with particular types of purchasers that may be subject to
special treatment under the U.S. federal income tax laws, such as insurance companies, those acquiring securities
through the exercise of stock options or otherwise as compensation, tax-exempt organizations (except as
provided below), financial institutions or broker-dealers, persons subject to the alternative minimum tax, persons
purchasing our equity or debt securities, or the Operating Partnership’s debt securities, as part of a hedge,
straddle or other risk reduction, constructive sale or conversion transaction, or stockholders that are not “U.S.
stockholders” as defined in “—Taxation of Taxable U.S. Stockholders” (except to the limited extent discus