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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
______________________________________________
FORM 10-Q 
______________________________________________
(Mark One)

x QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF 1934

For the quarterly period ended September 30, 2013
or

o TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF 1934

For the transition period from              to             
Commission File Number: 001-32223
STRATEGIC HOTELS & RESORTS, INC.
(Exact name of registrant as specified in its charter)
______________________________________________
Maryland 33-1082757
(State or other jurisdiction of
incorporation or organization)

(I.R.S. Employer
Identification No.)

200 West Madison Street, Suite 1700, Chicago, Illinois 60606-3415
(Address of principal executive offices) (Zip Code)
Registrant’s telephone number, including area code: (312) 658-5000 
______________________________________________
Former name, former address and former fiscal year, if changed since last report:
Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days.    
Yes  x    No  o
Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T
(§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required
to submit and post such files).     Yes  x    No  o
Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company. See the definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting
company” in Rule 12b-2 of the Exchange Act.
Large accelerated filer x Accelerated filer o

Non-accelerated filer o  (Do not check if a smaller reporting
company) Smaller reporting company o

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).
    Yes  o    No  x
The number of shares of common stock (par value $0.01 per share) of the registrant outstanding as of November 11,
2013 was 205,582,838.
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We maintain a website at www.strategichotels.com. Through our website, we make available, free of charge, our
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and amendments to those reports filed or furnished pursuant to Section 13(a) or 15(d) of the Securities Exchange Act
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This report (and Exhibit 99.1 hereto) contains registered trademarks that are the exclusive property of their respective
owners, which are companies other than us, including Fairmont®, Four Seasons®, Hyatt®, InterContinental®, JW
Marriott®, Loews®, Marriott®, Renaissance®, Ritz-Carlton® and Westin®. None of the owners of these trademarks,
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PART I. FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS.
STRATEGIC HOTELS & RESORTS, INC. AND SUBSIDIARIES (SHR)
UNAUDITED CONDENSED CONSOLIDATED BALANCE SHEETS
(In Thousands, Except Share Data)

September 30,
2013

December 31,
2012

Assets
Investment in hotel properties, net* $1,915,212 $1,970,560
Goodwill 40,359 40,359
Intangible assets, net of accumulated amortization of $12,143 and $10,812* 29,185 30,631
Investment in unconsolidated affiliates 106,914 112,488
Cash and cash equivalents* 79,801 80,074
Restricted cash and cash equivalents* 75,183 58,579
Accounts receivable, net of allowance for doubtful accounts of $1,611 and $1,602* 52,794 45,620
Deferred financing costs, net of accumulated amortization of $10,887 and $7,049* 9,931 11,695
Deferred tax assets 3,027 2,203
Prepaid expenses and other assets* 48,901 54,208
Total assets $2,361,307 $2,406,417
Liabilities, Noncontrolling Interests and Equity
Liabilities:
Mortgages and other debt payable* $1,162,567 $1,176,297
Bank credit facility 137,000 146,000
Accounts payable and accrued expenses* 218,410 228,397
Deferred tax liabilities 47,146 47,275
Total liabilities 1,565,123 1,597,969
Commitments and contingencies (see note 13)
Noncontrolling interests in SHR’s operating partnership 7,404 5,463
Equity:
SHR’s shareholders’ equity:
8.50% Series A Cumulative Redeemable Preferred Stock ($0.01 par value per share;
4,148,141 shares issued and outstanding; liquidation preference $25.00 per share plus
accrued distributions and $103,704 in the aggregate)

99,995 99,995

8.25% Series B Cumulative Redeemable Preferred Stock ($0.01 par value per share;
3,615,375 shares issued and outstanding; liquidation preference $25.00 per share plus
accrued distributions and $90,384 in the aggregate)

87,064 87,064

8.25% Series C Cumulative Redeemable Preferred Stock ($0.01 par value per share;
3,827,727 shares issued and outstanding; liquidation preference $25.00 per share plus
accrued distributions and $95,693 in the aggregate)

92,489 92,489

Common stock ($0.01 par value per share; 350,000,000 shares of common stock
authorized; 205,527,049 and 204,308,710 shares of common stock issued and
outstanding)

2,055 2,043

Additional paid-in capital 1,710,267 1,730,535
Accumulated deficit (1,244,216 ) (1,245,927 )
Accumulated other comprehensive loss (44,896 ) (58,871 )
Total SHR’s shareholders’ equity 702,758 707,328
Noncontrolling interests in consolidated affiliates 86,022 95,657
Total equity 788,780 802,985
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Total liabilities, noncontrolling interests and equity $2,361,307 $2,406,417
See accompanying notes to unaudited condensed consolidated financial statements.
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STRATEGIC HOTELS & RESORTS, INC. AND SUBSIDIARIES (SHR)
UNAUDITED CONDENSED CONSOLIDATED BALANCE SHEETS - Continued
(In Thousands)

September 30,
2013

December 31,
2012

*Consolidated Variable Interest Entity's Assets and Liabilities included in the
above balances (see note 5):
Investment in hotel properties, net $340,069 $340,456
Intangible assets, net of accumulated amortization of $390 and $113 — 277
Cash and cash equivalents 6,745 2,596
Restricted cash and cash equivalents 13,358 3,859
Accounts receivable, net of allowance for doubtful accounts of $90 and $111 4,543 7,508
Deferred financing costs, net of accumulated amortization of $1,493 and
$398 2,948 4,043

Prepaid expenses and other assets 8,354 16,762
Mortgages and other debt payable 186,278 190,000
Accounts payable and accrued expenses 21,357 10,242
See accompanying notes to unaudited condensed consolidated financial statements.
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STRATEGIC HOTELS & RESORTS, INC. AND SUBSIDIARIES (SHR)
UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(In Thousands, Except Per Share Data)

Three Months Ended September
30,

Nine Months Ended September
30,

2013 2012 2013 2012
Revenues:
Rooms $144,150 $119,067 $393,072 $323,709
Food and beverage 69,625 63,283 221,260 197,693
Other hotel operating revenue 22,417 21,040 65,132 59,338
Lease revenue 1,416 1,175 3,776 3,505
Total revenues 237,608 204,565 683,240 584,245
Operating Costs and Expenses:
Rooms 38,525 32,069 110,711 90,628
Food and beverage 56,359 47,355 170,763 143,065
Other departmental expenses 59,401 52,908 173,827 153,557
Management fees 7,024 6,182 20,767 18,012
Other hotel expenses 14,771 13,988 47,826 40,360
Lease expense 1,202 1,114 3,584 3,425
Depreciation and amortization 26,244 25,649 80,459 76,416
Impairment losses and other charges 728 — 728 —
Corporate expenses 5,487 6,956 18,880 23,632
Total operating costs and expenses 209,741 186,221 627,545 549,095
Operating income 27,867 18,344 55,695 35,150
Interest expense (21,106 ) (19,942 ) (63,871 ) (58,627 )
Interest income 12 42 45 122
Equity in earnings (losses) of unconsolidated
affiliates 451 (2,257 ) 3,252 (2,054 )

Foreign currency exchange (loss) gain (9 ) (996 ) 177 (1,169 )
Other (expenses) income, net (832 ) 436 45 1,365
Income (loss) before income taxes and
discontinued operations 6,383 (4,373 ) (4,657 ) (25,213 )

Income tax benefit (expense) 430 600 (1,121 ) (215 )
Income (loss) from continuing operations 6,813 (3,773 ) (5,778 ) (25,428 )
Loss from discontinued operations, net of tax — — — (535 )
Net Income (Loss) 6,813 (3,773 ) (5,778 ) (25,963 )
Net (income) loss attributable to the noncontrolling
interests in SHR’s operating partnership (29 ) 17 22 126

Net loss attributable to the noncontrolling interests
in consolidated affiliates 3,018 1,241 7,467 891

Net Income (Loss) Attributable to SHR 9,802 (2,515 ) 1,711 (24,946 )
Preferred shareholder dividends (6,042 ) (6,042 ) (18,125 ) (18,125 )
Net Income (Loss) Attributable to SHR Common
Shareholders $3,760 $(8,557 ) $(16,414 ) $(43,071 )

Amounts Attributable to SHR:
Income (loss) from continuing operations $9,802 $(2,515 ) $1,711 $(24,411 )
Loss from discontinued operations — — — (535 )
Net income (loss) $9,802 $(2,515 ) $1,711 $(24,946 )
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Basic Income (Loss) Per Share:
Income (loss) from continuing operations
attributable to SHR common shareholders $0.02 $(0.04 ) $(0.08 ) $(0.22 )

Loss from discontinued operations attributable to
SHR common shareholders — — — —

Net income (loss) attributable to SHR common
shareholders $0.02 $(0.04 ) $(0.08 ) $(0.22 )

Weighted average shares of common stock
outstanding 206,767 206,523 206,163 198,872

Diluted Income (Loss) Per Share:
Income (loss) from continuing operations
attributable to SHR common shareholders $— $(0.05 ) $(0.11 ) $(0.22 )

Loss from discontinued operations attributable to
SHR common shareholders — — — —

Net income (loss) attributable to SHR common
shareholders $— $(0.05 ) $(0.11 ) $(0.22 )

Weighted average shares of common stock
outstanding 220,258 218,182 217,553 198,872

See accompanying notes to unaudited condensed consolidated financial statements.
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STRATEGIC HOTELS & RESORTS, INC. AND SUBSIDIARIES (SHR)
UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF
COMPREHENSIVE INCOME (LOSS)
(In Thousands)

Three Months Ended September
30,

Nine Months Ended
September 30,

2013 2012 2013 2012
Net Income (Loss) $6,813 $(3,773 ) $(5,778 ) $(25,963 )
Other comprehensive income:
(Loss) gain on currency translation adjustments (901 ) 341 (114 ) 634
Gain on derivatives and other activity 3,685 4,251 14,089 11,757
Other comprehensive income 2,784 4,592 13,975 12,391
Comprehensive Income (Loss) 9,597 819 8,197 (13,572 )
Comprehensive (income) loss attributable to the
noncontrolling interests in SHR’s operating partnership (40 ) (2 ) (35 ) 72

Comprehensive loss attributable to the noncontrolling
interests in consolidated affiliates 3,018 1,241 7,467 891

Comprehensive Income (Loss) Attributable to SHR $12,575 $2,058 $15,629 $(12,609 )
See accompanying notes to unaudited condensed consolidated financial statements.

6

Edgar Filing: STRATEGIC HOTELS & RESORTS, INC - Form 10-Q

9



Table of Contents

STRATEGIC HOTELS & RESORTS, INC. AND SUBSIDIARIES (SHR)
UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(In Thousands)

Nine Months Ended September 30,
2013 2012

Operating Activities:
Net loss $(5,778 ) $(25,963 )
Adjustments to reconcile net loss to net cash provided by operating activities:
Deferred income tax benefit (954 ) (906 )
Depreciation and amortization 80,459 76,416
Amortization of deferred financing and interest rate swap costs 9,082 9,455
Non-cash impairment losses and other charges 728 —
Equity in (earnings) losses of unconsolidated affiliates (3,252 ) 2,054
Share-based compensation 4,143 6,455
Loss on disposal of assets, net of tax 755 —
Foreign currency exchange (gain) loss (177 ) 1,704
Recognition of deferred gains (154 ) (150 )
Mark to market of derivative financial instruments (9,115 ) (4,338 )
Increase in accounts receivable (8,923 ) (12,480 )
Increase in other assets (1,950 ) (2,340 )
Increase (decrease) in accounts payable and accrued expenses 17,134 (5,229 )
Net cash provided by operating activities 81,998 44,678
Investing Activities:
Acquisition of hotel investment — (351,083 )
Proceeds from sale of assets 6,754 1,991
Investment in unconsolidated affiliate — (75 )
Cash received from unconsolidated affiliates 22,879 7,050
Unrestricted cash acquired through acquisition — 183
Acquisition of note receivable — (9,457 )
Capital expenditures (52,972 ) (37,021 )
Increase in restricted cash and cash equivalents (15,227 ) (10,377 )
Net cash used in investing activities (38,566 ) (398,789 )
Financing Activities:
Proceeds from issuance of common stock — 119,600
Equity issuance costs — (5,538 )
Preferred stock tender costs — (54 )
Borrowings under bank credit facility 45,000 275,000
Payments on bank credit facility (54,000 ) (201,000 )
Proceeds from mortgages — 190,000
Payments on mortgages and other debt (13,263 ) (9,487 )
Contributions from holders of noncontrolling interests in consolidated affiliates 3,140 87,120
Debt financing costs (2,080 ) (4,748 )
Distributions to preferred shareholders (18,125 ) (84,582 )
Distributions to holders of noncontrolling interests in consolidated affiliates (8 ) (1,017 )
Other financing activities (4,310 ) (846 )
Net cash (used in) provided by financing activities (43,646 ) 364,448
Effect of exchange rate changes on cash (59 ) (302 )
Net change in cash and cash equivalents (273 ) 10,035
Cash and cash equivalents, beginning of period 80,074 72,013

Edgar Filing: STRATEGIC HOTELS & RESORTS, INC - Form 10-Q

10



Cash and cash equivalents, end of period $79,801 $82,048
See accompanying notes to unaudited condensed consolidated financial statements.
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STRATEGIC HOTELS & RESORTS, INC. AND SUBSIDIARIES (SHR)
UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS – Continued
(In Thousands)

Nine Months Ended September 30,
2013 2012

Supplemental Schedule of Non-Cash Investing and Financing Activities:
Gain on mark to market of derivative instruments (see notes 2 and 10) $(9,108 ) $(4,929 )
Distributions declared and payable to preferred shareholders (see note 9) $— $6,042
(Decrease) increase in capital expenditures recorded as liabilities $(2,393 ) $3,236
Cash Paid For (Receipts Of):
Interest, net of interest capitalized $64,548 $52,733
Income taxes, net of refunds $(497 ) $(248 )
See accompanying notes to unaudited condensed consolidated financial statements.
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STRATEGIC HOTELS & RESORTS, INC. AND SUBSIDIARIES
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
1. GENERAL
Strategic Hotels & Resorts, Inc. (SHR and, together with its subsidiaries, the Company) was incorporated in January
2004 to acquire and asset-manage upper upscale and luxury hotels that are subject to long-term management contracts.
As of September 30, 2013, the Company’s portfolio included 18 full-service hotel interests located in urban and resort
markets in the United States; Punta Mita, Nayarit, Mexico; Hamburg, Germany; and London, England. The Company
operates in one reportable business segment, hotel ownership.
SHR operates as a self-administered and self-managed real estate investment trust (REIT), which means that it is
managed by its board of directors and executive officers. A REIT is a legal entity that holds real estate interests and,
through payments of dividends to stockholders, is permitted to reduce or avoid federal income taxes at the corporate
level. For SHR to continue to qualify as a REIT, it cannot operate hotels; instead it employs internationally known
hotel management companies to operate its hotels under management contracts. SHR conducts its operations through
its direct and indirect subsidiaries, including its operating partnership, Strategic Hotel Funding, L.L.C. (SH Funding),
which currently holds substantially all of the Company’s assets. SHR is the sole managing member of SH Funding and
holds approximately 99% of its membership units as of September 30, 2013. SHR manages all business aspects of SH
Funding, including the sale and purchase of hotels, the investment in these hotels and the financing of SH Funding and
its assets.
As of September 30, 2013, SH Funding owned interests in or leased the following 18 hotels:
1. Fairmont Chicago 10. InterContinental Miami
2. Fairmont Scottsdale Princess (a) 11. JW Marriott Essex House Hotel (d)
3. Four Seasons Jackson Hole 12. Loews Santa Monica Beach Hotel
4. Four Seasons Punta Mita Resort 13. Marriott Hamburg (e)
5. Four Seasons Silicon Valley 14. Marriott Lincolnshire Resort (f)
6. Four Seasons Washington, D.C. 15. Marriott London Grosvenor Square (f)
7. Hotel del Coronado (b) 16. Ritz-Carlton Half Moon Bay
8. Hyatt Regency La Jolla (c) 17. Ritz-Carlton Laguna Niguel
9. InterContinental Chicago 18. Westin St. Francis

(a)This property is owned by an unconsolidated affiliate in which the Company holds an interest (see note 6). One
land parcel at this property is subject to a ground lease arrangement.

(b)This property is owned by an unconsolidated affiliate in which the Company indirectly holds an interest (see note
6).

(c)This property is owned by a consolidated affiliate in which the Company holds an interest (see note 2).
(d)This property is owned by a consolidated affiliate in which the Company holds an interest (see note 5).
(e)The Company has a leasehold interest in this property.
(f)These properties are subject to ground lease arrangements.
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation:
The accompanying unaudited condensed consolidated financial statements and related notes have been prepared in
accordance with accounting principles generally accepted in the United States of America (GAAP) and in conformity
with the rules and regulations of the SEC applicable to interim financial information. As such, certain information and
footnote disclosures normally included in complete annual financial statements prepared in accordance with GAAP
have been omitted in accordance with the rules and regulations of the SEC. In the opinion of management, the
accompanying unaudited condensed consolidated financial statements contain all adjustments, consisting of normal
recurring accruals, necessary to present fairly the financial position of the Company and its results of operations and
cash flows for the interim periods presented. The Company believes the disclosures made are adequate to prevent the
information presented from being misleading. However, the unaudited condensed consolidated financial statements
should be read in conjunction with the Company’s audited consolidated financial statements included in SHR’s annual
report on Form 10-K for the year ended December 31, 2012.
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STRATEGIC HOTELS & RESORTS, INC. AND SUBSIDIARIES
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Basis of Consolidation:
The accompanying unaudited condensed consolidated financial statements include the accounts of SHR, its
subsidiaries and other entities in which the Company has a controlling interest. If SH Funding determines that it is the
holder of a variable interest in a variable interest entity (VIE), and it is the primary beneficiary, then SH Funding will
consolidate the entity. At September 30, 2013, SH Funding consolidated one VIE, the entity that owns the JW
Marriott Essex House Hotel (see note 5). For entities that are not considered VIEs, SH Funding consolidates those
entities it controls. At September 30, 2013, SH Funding owned a 53.5% controlling interest in the entity that owns the
Hyatt Regency La Jolla hotel, which is consolidated in the accompanying condensed consolidated financial
statements. It accounts for those entities over which it has a significant influence but does not control using the equity
method of accounting. At September 30, 2013, SH Funding owned interests in the Fairmont Scottsdale Princess hotel
(Fairmont Scottsdale Princess Venture), the Hotel del Coronado (Hotel del Coronado Venture), the Four Seasons
Residence Club Punta Mita (RCPM) and the Lot H5 Venture (see note 6), which are unconsolidated affiliates in the
accompanying condensed consolidated financial statements that are accounted for using the equity method of
accounting.
All significant intercompany transactions and balances have been eliminated in consolidation.
Use of Estimates:
The preparation of consolidated financial statements in conformity with GAAP requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets
and liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the
reporting periods. Actual results could differ from those estimates.
Restricted Cash and Cash Equivalents:
At September 30, 2013 and December 31, 2012, restricted cash and cash equivalents included $39,035,000 and
$33,832,000, respectively, that will be used for property and equipment replacement in accordance with hotel
management or lease agreements. At September 30, 2013 and December 31, 2012, restricted cash and cash
equivalents also included reserves of $36,148,000 and $24,747,000, respectively, required by loan and other
agreements.
Income Taxes:
SHR has elected to be taxed as a REIT under Sections 856 through 860 of the Internal Revenue Code of 1986, as
amended (the Tax Code). As a REIT, SHR generally will not be subject to U.S. federal income tax if it distributes
100% of its annual taxable income to its shareholders and complies with certain other requirements. As a REIT, SHR
is subject to a number of organizational and operational requirements. If it fails to qualify as a REIT in any taxable
year, SHR will be subject to U.S. federal income tax (including any applicable alternative minimum tax) on its taxable
income at regular corporate tax rates. Even if it qualifies for taxation as a REIT, it may be subject to foreign, state and
local income taxes and to U.S. federal income tax and excise tax on its undistributed income. In addition, taxable
income from SHR’s taxable REIT subsidiaries is subject to federal, foreign, state and local income taxes. Also, the
foreign countries where the Company has operations do not recognize REITs under their respective tax laws.
Accordingly, the Company is subject to tax in those jurisdictions.
Deferred tax assets and liabilities are established for net operating loss carryforwards and temporary differences
between the financial reporting basis and the tax basis of assets and liabilities at the enacted tax rates expected to be in
effect when the net operating loss carryforwards are utilized and when the temporary differences reverse. The
Company evaluates uncertain tax positions in accordance with applicable accounting guidance. A valuation allowance
for deferred tax assets is provided if the Company believes all or some portion of the deferred tax asset may not be
realized. Any increase or decrease in the valuation allowance that results from a change in circumstances that causes a
change in the estimated realizability of the related deferred tax asset is included in earnings.
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STRATEGIC HOTELS & RESORTS, INC. AND SUBSIDIARIES
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

For the three and nine months ended September 30, 2013 and 2012, income tax benefit (expense) is summarized as
follows (in thousands):

Three Months Ended
September 30,

Nine Months Ended
September 30,

2013 2012 2013 2012
Current tax (expense):
Europe $(88 ) $(308 ) $(335 ) $(538 )
Mexico (944 ) (150 ) (1,293 ) (150 )
United States (193 ) — (447 ) (433 )

(1,225 ) (458 ) (2,075 ) (1,121 )
Deferred tax benefit:
Mexico 1,447 1,058 577 478
United States 208 — 377 428

1,655 1,058 954 906
Total income tax benefit (expense) $430 $600 $(1,121 ) $(215 )
Per Share Data:
Basic income (loss) per share is computed by dividing the net income (loss) attributable to SHR common shareholders
by the weighted average shares of common stock outstanding during each period. Diluted income (loss) per share is
computed by dividing the net income (loss) attributable to SHR common shareholders as adjusted for the impact of
dilutive securities, if any, by the weighted average shares of common stock outstanding plus potentially dilutive
securities. Dilutive securities may include restricted stock units (RSUs), options to purchase shares of SHR common
stock (Options), stock units payable in SHR’s common stock under the Company’s Deferral Program (as defined in
note 11) (Deferral Program Stock Units) and noncontrolling interests that have an option to exchange their interests to
shares of SHR common stock. No effect is shown for securities that are anti-dilutive. The following table sets forth the
components of the calculation of net income (loss) attributable to SHR common shareholders for the three and nine
months ended September 30, 2013 and 2012 (in thousands):

Three Months Ended
September 30,

Nine Months Ended
September 30,

2013 2012 2013 2012
Numerator - Basic:
Income (loss) from continuing operations attributable to SHR $9,802 $(2,515 ) $1,711 $(24,411 )
Preferred shareholder dividends (6,042 ) (6,042 ) (18,125 ) (18,125 )
Income (loss) from continuing operations attributable to SHR
common shareholders $3,760 $(8,557 ) $(16,414 ) $(42,536 )

Numerator - Diluted:
Income (loss) from continuing operations attributable to SHR
common shareholders $3,760 $(8,557 ) $(16,414 ) $(42,536 )

Adjustment for noncontrolling interests in consolidated affiliates
(see note 5) (2,910 ) (1,380 ) (6,856 ) —

Income (loss) from continuing operations attributable to SHR
common shareholders - diluted $850 $(9,937 ) $(23,270 ) $(42,536 )

Denominator:
Weighted average shares of common stock – basic (a) 206,767 206,523 206,163 198,872
Effect of dilutive securities:
Noncontrolling interests in consolidated affiliates (see note 5) 11,390 11,659 11,390 —
RSUs 2,101 — — —
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Weighted average shares of common stock – diluted 220,258 218,182 217,553 198,872
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STRATEGIC HOTELS & RESORTS, INC. AND SUBSIDIARIES
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

(a) Includes RSUs and Deferral Program Stock Units of 1,240 and 2,214 at September 30, 2013 and 2012,
respectively, that have vested but have not yet been issued to shares of common stock.
Securities that could potentially dilute basic income (loss) per share in the future that are not included in the
computation of diluted income (loss) per share because they are anti-dilutive as of September 30, 2013 and 2012 are
as follows (in thousands):

Computation For Three
Months Ended September
30,

Computation For Nine
Months
Ended September 30,

2013 2012 2013 2012
Noncontrolling interests in SHR's operating partnership 853 853 853 853
Noncontrolling interests in consolidated affiliates — — — 11,659
Options, RSUs and Deferral Program Stock Units — 2,584 2,479 2,584
Accumulated Other Comprehensive Loss:
The Company’s accumulated other comprehensive loss (OCL) results from mark to market of certain derivative
financial instruments and unrealized gains or losses on foreign currency translation adjustments (CTA). The following
tables provide the changes in accumulated OCL for the three month periods ended September 30, 2013 and 2012 (in
thousands):

Derivative and
Other Activity CTA Accumulated OCL

Balance at June 30, 2013 $(28,050 ) $(19,630 ) $ (47,680 )
Other comprehensive loss before reclassifications (684 ) (901 ) (1,585 )
Amounts reclassified from accumulated OCL 4,369 — 4,369
Net other comprehensive income (loss) 3,685 (901 ) 2,784
Balance at September 30, 2013 $(24,365 ) $(20,531 ) $ (44,896 )

Derivative and
Other Activity CTA Accumulated OCL

Balance at June 30, 2012 $(41,967 ) $(20,886 ) $ (62,853 )
Other comprehensive (loss) income before reclassifications (1,002 ) 378 (624 )
Amounts reclassified from accumulated OCL 5,216 — 5,216
Net other comprehensive income 4,214 378 4,592
Balance at September 30, 2012 $(37,753 ) $(20,508 ) $ (58,261 )
The following tables provide the changes in accumulated OCL for the nine month periods ended September 30, 2013
and 2012 (in thousands):

Derivative and
Other Activity CTA Accumulated OCL

Balance at January 1, 2013 $(38,454 ) $(20,417 ) $ (58,871 )
Other comprehensive loss before reclassifications (531 ) (114 ) (645 )
Amounts reclassified from accumulated OCL 14,620 — 14,620
Net other comprehensive income (loss) 14,089 (114 ) 13,975
Balance at September 30, 2013 $(24,365 ) $(20,531 ) $ (44,896 )
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STRATEGIC HOTELS & RESORTS, INC. AND SUBSIDIARIES
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Derivative and
Other Activity CTA Accumulated OCL

Balance at January 1, 2012 $(49,510 ) $(21,142 ) $ (70,652 )
Other comprehensive (loss) income before reclassifications (4,198 ) 634 (3,564 )
Amounts reclassified from accumulated OCL 15,955 — 15,955
Net other comprehensive income 11,757 634 12,391
Balance at Balance at September 30, 2012 $(37,753 ) $(20,508 ) $ (58,261 )
The reclassifications out of accumulated OCL for the three and nine months ended September 30, 2013 and 2012 are
as follows (in thousands):

Amount Reclassified from Accumulated OCL
Three Months Ended
September 30,

Nine Months Ended
September 30,

Details about Accumulated OCL
Components 2013 2012 2013 2012 Statement of Operations

Line Item
Activity related to cash flow
hedges $4,369 $5,216 $14,620 $15,955 Interest expense

New Accounting Guidance:
In December 2011, the Financial Accounting Standards Board (FASB) clarified that when a parent (reporting entity)
ceases to have a controlling financial interest in a subsidiary that is in substance real estate as a result of a default on
the subsidiary's nonrecourse debt, the reporting entity should apply the guidance on sales of real estate. The provisions
are effective for public companies for fiscal years and interim periods within those years, beginning on or after June
15, 2012. The Company adopted the new guidance on January 1, 2013 and the guidance did not have a material
impact on the Company's condensed consolidated financial statements.
In February 2013, the FASB issued new guidance to require an entity to present, either on the face of the statement
where net income is presented or in the notes, significant amounts reclassified out of accumulated other
comprehensive income by the respective line items of net income if the amount is reclassified to net income in its
entirety in the same reporting period. For other amounts not required to be reclassified in their entirety to net income
in the same reporting period, a cross-reference to other disclosures that provide additional detail about the
reclassification amounts is required. The provisions are effective for reporting periods beginning after December 15,
2012. The Company adopted this new guidance on January 1, 2013 and complied with the expanded disclosure
requirements, as applicable.
3. INVESTMENT IN HOTEL PROPERTIES, NET
The following summarizes the Company’s investment in hotel properties as of September 30, 2013 and December 31,
2012, excluding the leasehold interest in the Marriott Hamburg and unconsolidated affiliates (in thousands):

September 30,
2013

December 31,
2012

Land $565,000 $565,000
Land held for development 51,900 78,000
Leasehold interest 11,633 11,633
Buildings 1,409,142 1,409,406
Building and leasehold improvements 103,258 91,523
Site improvements 29,207 29,207
Furniture, fixtures and equipment 505,941 492,240
Improvements in progress 17,969 20,678
Total investment in hotel properties 2,694,050 2,697,687
Less accumulated depreciation (778,838 ) (727,127 )
Total investment in hotel properties, net $1,915,212 $1,970,560
Consolidated hotel properties 15 15
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STRATEGIC HOTELS & RESORTS, INC. AND SUBSIDIARIES
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Acquisition of the JW Marriott Essex House Hotel
On September 14, 2012, the Company closed on the acquisition of the JW Marriott Essex House Hotel located in New
York, New York for a purchase price, net of working capital prorations, of approximately $350,333,000. In
connection with the closing of the acquisition, the Company formed a joint venture arrangement, or the Essex House
Hotel Venture, to fund the equity portion of the purchase price (see note 5). The Essex House Hotel Venture incurred
acquisition costs of $2,726,000 for the three and nine months ended September 30, 2012, that were included in
corporate expenses on the condensed consolidated statements of operations. The JW Marriott Essex House Hotel was
accounted for as a business combination, and the assets and liabilities and results of operations of the hotel have been
consolidated in the condensed consolidated financial statements since the date of purchase. The allocation of the
purchase price for the acquisition is as follows (in thousands):
Land $230,951
Buildings 88,470
Furniture, fixtures and equipment 21,927
Other assets 13,067
Intangible assets 390
Net working capital (4,472 )
Net purchase price $350,333
The impact to revenues and net income (loss) attributable to SHR common shareholders from the acquisition of the
JW Marriott Essex House Hotel for the three and nine months ended September 30, 2013 and 2012 is as follows (in
thousands):

Three Months Ended September 30, Nine Months Ended September 30,
2013 2012 2013 2012

Increase in revenues $20,380 $3,838 $59,686 $3,838
Increase in net income (loss) attributable
to SHR common shareholders $(3,028 ) $(1,436 ) $(7,136 ) $(1,436 )

On an unaudited pro forma basis, revenues, net income (loss) attributable to SHR common shareholders and basic and
diluted income (loss) attributable to SHR common shareholders per share for the three and nine months ended
September 30, 2012 are as follows as if this acquisition had occurred on January 1, 2012 (in thousands):

Three Months
Ended September
30,

Nine Months
Ended September
30,

2012 2012
Total revenue $220,283 $638,046
Net income (loss) $(6,910 ) $(40,842 )
Preferred shareholder dividends $(6,042 ) $(18,125 )
Net income (loss) attributable to SHR common shareholders $(10,144 ) $(50,598 )
Net income (loss) attributable to SHR common shareholders per share:
Basic $(0.05 ) $(0.25 )
Diluted $(0.06 ) $(0.28 )
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STRATEGIC HOTELS & RESORTS, INC. AND SUBSIDIARIES
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

4. IMPAIRMENT LOSSES AND OTHER CHARGES
Long-Lived Asset Impairment Loss
In January 2012, the Company acquired, at a discount to par value, a note receivable secured by a property adjacent to
the Fairmont Chicago hotel for $10,507,000. In the third quarter of 2013, the Company completed foreclosure
proceedings and obtained title to the asset. Upon taking title of the asset, the Company assumed certain liabilities that
increased the total consideration exchanged for the asset, which increased the Company's basis in the asset. After
taking title to the asset, the Company elected to sell the asset. Based on the change in the anticipated holding period
for this asset, the Company performed an impairment test of the long-lived assets during the third quarter of 2013. The
Company determined that the asset's carrying value exceeded the asset's fair value of $10,500,000, with the fair value
determined based on the transaction price offered by a third party buyer (Level 2 input), which the Company
considered to be an offer in an orderly transaction in the principal market. As a result of this test, the Company
reduced the carrying value of the asset to its fair value and recorded an impairment charge of $728,000 in the
condensed consolidated statements of operations for the three and nine months ended September 30, 2013. In October
2013, the Company sold the property to an unaffiliated third party (see note 17).
5. VARIABLE INTEREST ENTITY

On September 14, 2012, the Company formed a joint venture arrangement (Essex House Hotel Venture) with
affiliates of KSL Capital Partners, LLC (KSL) to acquire, own, manage, and operate the JW Marriott Essex House
Hotel. The Company contributed cash of $89,147,000 to acquire a 51% equity interest in the Essex House Hotel
Venture, and KSL contributed cash of $85,651,000 to acquire a 49% equity interest. Pursuant to the terms of the joint
venture agreements establishing the Essex House Hotel Venture, at any time prior to the third anniversary of the
formation of the Essex House Hotel Venture, KSL shall have the right to sell its equity interest in the Essex House
Hotel Venture to the Company in exchange for shares of SHR's common stock, as set forth in the joint venture
agreements, at a purchase price equal to KSL's net investment plus 8.0%  compounded annually (the Put Option). For
purposes of paying the purchase price, SHR's common stock shall be valued at the greater of (i) $7.50 per share and
(ii) the 20-day volume-weighted average price per share of SHR's common stock as of the date KSL exercises the Put
Option. The Essex House Hotel Venture is jointly controlled; however, it is considered a variable interest entity
because the Company determined that it is the only holder of equity at risk due to the Put Option. The Company also
determined that it is the primary beneficiary of the Essex House Hotel Venture due to the Put Option, which impacts
the Company's power to direct the activities that most significantly impact the economic performance of the entity, as
well as its obligation to absorb the losses and its right to receive benefits from the entity that could potentially be
significant to the entity. As such, the transactions and accounts of the Essex House Hotel Venture are included in the
accompanying condensed consolidated financial statements.

Other than in connection with a customary environmental indemnity and non-recourse carve-out guaranty in favor of
the lender, the liabilities of the Essex House Hotel Venture are solely the obligations of the Essex House Hotel
Venture and are not guaranteed by the Company. The debt is secured by the JW Marriott Essex House Hotel, and the
creditors of the Essex House Hotel Venture do not have general recourse to the Company. The use of certain assets of
the Essex House Hotel Venture is restricted because they are collateral for the Essex House Hotel Venture's debt, and
the Company does not have the ability to leverage the assets.

The Company and KSL are subject to the terms of the joint venture agreements, which include provisions for
additional contributions. For the nine months ended September 30, 2013, the Company and KSL provided additional
contributions of $3,268,000 and $3,140,000, respectively, to the Essex House Hotel Venture for property
improvements.
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STRATEGIC HOTELS & RESORTS, INC. AND SUBSIDIARIES
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

6. INVESTMENT IN UNCONSOLIDATED AFFILIATES
Investment in unconsolidated affiliates as of September 30, 2013 and December 31, 2012 includes the following (in
thousands): 

September 30, 2013 December 31, 2012
Fairmont Scottsdale Princess Venture $26,670 $25,225
Hotel del Coronado Venture 56,865 83,320
RCPM 3,972 3,943
Lot H5 Venture 19,407 —
Total investment in unconsolidated affiliates $106,914 $112,488
Fairmont Scottsdale Princess Venture
The Company has 50% ownership interests in the entities that own the Fairmont Scottsdale Princess hotel, FMT
Scottsdale Holdings, L.L.C. and Walton/SHR FPH Holdings, L.L.C. (together, the Fairmont Scottsdale Princess
Venture). The Company jointly controls the venture with an unaffiliated third party, an affiliate of Walton Street
Capital, L.L.C. (Walton Street) and serves as the managing member. The Company acts as asset manager and is
entitled to earn a quarterly base management fee equal to 1.0% of total revenues during years one and two following
the formation of the Fairmont Scottsdale Princess Venture, 1.25% during years three and four, and 1.5% thereafter, as
well as certain project management fees. The Company recognized fees of $99,000 and $148,000 for the three months
ended September 30, 2013 and 2012, respectively, and $451,000 and $534,000 for the nine months ended
September 30, 2013 and 2012, respectively, which are included in other (expenses) income, net on the condensed
consolidated statements of operations. In connection with the Fairmont Scottsdale Princess Venture, the Company is
entitled to certain promote payments after Walton Street achieves a specified return.
The Fairmont Scottsdale Princess Venture has a $133,000,000 mortgage that matures December 31, 2013 with an
option for an extension through April 9, 2015, subject to certain conditions. The Fairmont Scottsdale Princess Venture
expects to meet these conditions and intends to extend the loan. Interest is payable monthly at the London Interbank
Offered Rate (LIBOR) plus 0.36%.
Hotel del Coronado Venture
The Company has a 36.4% ownership interest in the entity that owns the Hotel del Coronado, BSK Del Partners, L.P.
(Hotel del Coronado Venture). An affiliate of Blackstone Real Estate Advisors VI L.P. (Blackstone), an unaffiliated
third party, has a 63.6% ownership interest in the Hotel del Coronado Venture and is the general partner. The
Company acts as asset manager and is entitled to earn a quarterly asset management fee equal to 1.0% of gross
revenue, certain development fees, and if applicable, an incentive fee equal to one-third of the incentive fee paid to the
hotel operator under the hotel management agreement. Through its ownership interest in SHR del Partners, L.P., the
Company can also earn its share of a profit-based incentive fee of 20.0% of all distributions of the Hotel del Coronado
Venture that exceed both a 20.0% internal rate of return and two times return on invested equity. The Company
recognized fees of $283,000 and $280,000 for the three months ended September 30, 2013 and 2012, respectively, and
$701,000 and $694,000 for the nine months ended September 30, 2013 and 2012, respectively, which are included in
other (expenses) income, net on the condensed consolidated statements of operations.
The Hotel del Coronado Venture had $425,000,000 of mortgage and mezzanine loans that had an initial maturity of
March 9, 2013 with three, one-year extension options, subject to certain conditions. Interest was payable at a weighted
average rate of LIBOR plus 4.80%, subject to a 1.00% LIBOR floor. Additionally, the Hotel del Coronado Venture
purchased a two-year, 2.00% LIBOR cap, which was required by the loan.
In March 2013, the Hotel del Coronado Venture entered into new $475,000,000 mortgage and mezzanine loans that
replaced the previous $425,000,000 mortgage and mezzanine loans. The $475,000,000 loans have an initial two-year
term with three, one-year extension options, subject to certain conditions. Interest is payable monthly at an annual
blended interest rate of LIBOR plus 3.65%. Additionally, the Hotel del Coronado Venture purchased a two-year, 3.0%
LIBOR cap, which was required by the loans.
During the nine months ended September 30, 2013, the Company received distributions of $22,080,000 from the
Hotel del Coronado Venture, which includes the distribution of excess proceeds from the newly refinanced mortgage
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NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

RCPM
The Company owns a 31% interest in, and acts as asset manager for, an unconsolidated affiliate, formed with two
unaffiliated parties, that is developing the RCPM, a luxury vacation home product that is being sold in fractional and
whole ownership interests on the property adjacent to the Company’s Four Seasons Punta Mita Resort in Mexico. The
Company earns asset management fees and recognizes income on the percentage not owned by the Company. These
fees amounted to $0 and $27,000 for the three months ended September 30, 2013 and 2012, respectively, and $50,000
and $98,000 for the nine months ended September 30, 2013 and 2012, respectively, and are included in other
(expenses) income, net in the condensed consolidated statements of operations.
Lot H5 Venture
In October 2007, the Company acquired an undeveloped, oceanfront land parcel in Punta Mita, Nayarit, Mexico,
known as the Lot H5 land parcel. The Company paid cash and executed two $17,500,000 non-interest bearing
promissory notes payable to the seller, Cantiles de Mita, S.A. de C.V. (Cantiles), an unaffiliated third party. On
September 30, 2008, the Company paid the first of the $17,500,000 non-interest bearing promissory notes. In August
2009, the Company entered into an agreement with Cantiles, whereby the Company was released from its obligation
under the second $17,500,000 note in exchange for the Company granting Cantiles a right to an equity interest in the
Lot H5 land parcel (Original Lot H5 Venture Agreement). The exchange was subject to Cantiles obtaining certain
permits and licenses to develop the Lot H5 land parcel and the execution of an amended venture agreement. Until the
conditions of the Original Lot H5 Venture Agreement were satisfied, the Company held 100% legal title to the
property and accounted for the Lot H5 land parcel as a consolidated property, which was recorded in investment in
hotel properties, net on the Company's condensed consolidated balance sheet. The Company's obligation to grant
Cantiles an equity interest in the Lot H5 land parcel was recorded as a liability in accounts payable and accrued
expenses on the Company's condensed consolidated balance sheet.
On June 14, 2013, subsequent to Cantiles obtaining the required permits and licenses to develop the Lot H5 land
parcel, the Company and Cantiles entered into an amended and restated venture agreement, forming the Lot H5
Venture. The Company has a preferred position in the Lot H5 Venture that entitles it to receive the first $12,000,000
of distributions generated from the Lot H5 land parcel with any excess distributions split equally between the
Company and Cantiles. The Company jointly controls the Lot H5 Venture with Cantiles and accounts for its interest in
the Lot H5 Venture as an equity method investment. The Company deconsolidated the land and recorded its share of
the fair value of the land, net of the obligation to provide Cantiles with an equity interest in the Lot H5 land parcel, as
an investment in unconsolidated affiliates on the condensed consolidated balance sheet. The Company did not
recognize a gain or loss because the carrying value of the land was recorded at its fair value. The carrying value of the
land was adjusted to fair value in the fourth quarter of 2012 based on the results of an impairment test performed
during that period.
Condensed Combined Financial Information of Investment in Unconsolidated Affiliates:
The following is summarized financial information for the Company’s unconsolidated affiliates as of September 30,
2013 and December 31, 2012 and for the three and nine months ended September 30, 2013 and 2012 (in thousands): 

September 30,
2013

December 31,
2012

Assets
Investment in hotel properties, net $724,921 $706,359
Intangible assets, net 42,388 51,862
Cash and cash equivalents 23,667 21,853
Restricted cash and cash equivalents 30,075 24,042
Prepaid expenses and other assets 28,759 24,350
Total assets $849,810 $828,466
Liabilities and Partners’ Equity
Mortgage and other debt payable $608,000 $558,000
Other liabilities 52,411 53,031
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Partners’ equity 189,399 217,435
Total liabilities and partners’ equity $849,810 $828,466
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Three Months Ended
September 30,

Nine Months Ended
September 30,

2013 2012 2013 2012
Revenues
Hotel operating revenue $61,619 $55,585 $184,866 $167,068
Residential sales — 2,280 4,235 9,910
Total revenues 61,619 57,865 189,101 176,978
Expenses
Hotel operating expenses 43,253 43,187 131,607 123,802
Residential costs of sales — 1,469 2,952 6,342
Depreciation and amortization 8,280 8,610 25,541 25,726
Other operating expenses 1,416 1,178 3,552 4,114
Total operating expenses 52,949 54,444 163,652 159,984
Operating income 8,670 3,421 25,449 16,994
Interest expense, net (5,779 ) (7,992 ) (18,888 ) (23,980 )
Other expenses, net (278 ) (101 ) (400 ) (39 )
Net income (loss) $2,613 $(4,672 ) $6,161 $(7,025 )
Equity in earnings (losses) in unconsolidated affiliates
Net income (loss) $2,613 $(4,672 ) $6,161 $(7,025 )
Partners’ share of income (loss) of unconsolidated affiliates (2,198 ) 2,175 (3,544 ) 3,886
Adjustments for basis differences, taxes and intercompany
eliminations 36 240 635 1,085

Total equity in earnings (losses) of unconsolidated affiliates $451 $(2,257 ) $3,252 $(2,054 )
To the extent that the Company’s cost basis is different than the basis reflected at the unconsolidated affiliate level, the
basis difference, excluding amounts attributable to land and goodwill, is amortized over the life of the related asset
and included in the Company’s share of equity in earnings (losses) of the unconsolidated affiliates.
7. OPERATING LEASE AGREEMENTS
In February 2013, the Company amended the ground lease agreement at the Marriott Lincolnshire Resort. The
amendment extended the term of the lease through December 31, 2112 and changed the annual rent payments to a
fixed amount, subject to indexation.
In June 2004, the Company recorded a sale of the Marriott Hamburg, and the Company’s leaseback of the hotel was
reflected as an operating lease. A deferred gain was recorded in conjunction with the sale and is being recognized as a
reduction of lease expense over the life of the lease. The Company recognized $52,000 and $49,000 of the deferred
gain for the three months ended September 30, 2013 and 2012, respectively, and for the nine months ended
September 30, 2013 and 2012, recognized $154,000 and $150,000, respectively. As of September 30, 2013 and
December 31, 2012, the deferred gain on the sale of the Marriott Hamburg hotel recorded in accounts payable and
accrued expenses on the accompanying condensed consolidated balance sheets amounted to $3,401,000 and
$3,497,000, respectively. On a monthly basis, the Company makes minimum rent payments aggregating to an annual
total of €3,784,000 (adjusting by an index formula) ($5,118,000 based on the foreign exchange rate as of September 30,
2013) and pays additional rent based upon the performance of the hotel, which are recorded as lease expense in the
Company’s condensed consolidated statements of operations. A euro-denominated security deposit at September 30,
2013 and December 31, 2012 was $2,570,000 and $2,507,000, respectively, and is included in prepaid expenses and
other assets on the Company’s condensed consolidated balance sheets. The Company subleases its interest in the
Marriott Hamburg hotel to a third party. The Company has reflected the sublease arrangement as an operating lease
and records lease revenue.
Lease payments related to office space are included in corporate expenses on the condensed consolidated statements
of operations and lease payments related to hotel ground leases are included in other hotel expenses on the condensed
consolidated statements of operations.
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NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

8. INDEBTEDNESS
Mortgages and Other Debt Payable:
Certain subsidiaries of SHR are the borrowers under various financing arrangements. These subsidiaries are separate
legal entities and their respective assets and credit are not available to satisfy the debt of SHR or any of its other
subsidiaries.
Mortgages and other debt payable at September 30, 2013 and December 31, 2012 consisted of the following (in
thousands):

Balance Outstanding at

Debt Spread (a) Maturity September 30,
2013

December 31,
2012

Four Seasons Washington, D.C.(b) 3.15% July 2014 130,000 130,000
Marriott London Grosvenor Square(c) 2.60% October 2014 113,367 115,468
Loews Santa Monica Beach Hotel(b) 3.85% July 2015 109,500 110,000
JW Marriott Essex House Hotel(b) 4.00% September 2015 186,278 190,000
InterContinental Miami(b) 3.50% July 2016 85,000 85,000
Fairmont Chicago(d) Fixed June 2017 93,124 95,167
Westin St. Francis(d) Fixed June 2017 209,588 214,186
Hyatt Regency La Jolla(e) 4.00%/Fixed December 2017 89,367 90,000
InterContinental Chicago Fixed August 2021 144,867 145,000
Total mortgages payable(f) 1,161,091 1,174,821
Other debt(g) Fixed January 2014 1,476 1,476
Total mortgages and other debt payable $1,162,567 $1,176,297

(a)

Interest on mortgage loans is paid monthly at the applicable spread over LIBOR (0.18% at September 30, 2013) for
all variable-rate mortgage loans except for those secured by the Marriott London Grosvenor Square hotel
(£70,040,000 and £71,070,000 at September 30, 2013 and December 31, 2012, respectively), the JW Marriott
Essex House Hotel and the Hyatt Regency La Jolla hotel (see (e) below). Interest on the Marriott London
Grosvenor Square loan is paid quarterly at the applicable spread over three-month GBP LIBOR (0.52% at
September 30, 2013) and interest on the JW Marriott Essex House Hotel is subject to a 0.75% LIBOR floor.
Interest on the Fairmont Chicago and Westin St. Francis loans is paid monthly at an annual fixed rate of 6.09%,
and interest on the InterContinental Chicago loan is paid monthly at an annual fixed rate of 5.61%.

(b)

The mortgage loan secured by the Four Seasons Washington, D.C. hotel has two, one-year extension options; the
mortgage loan secured by the InterContinental Miami hotel has two, one-year extension options; the mortgage loan
secured by the Loews Santa Monica Beach Hotel has three, one-year extension options; and the mortgage loan
secured by the JW Marriott Essex House Hotel has two, one-year extension options. All of the extension options
are subject to certain conditions. The maturity dates in the table exclude extension options.

(c)

On August 7, 2013, the Company entered into an amendment to the mortgage loan. The amendment extended the
maturity of the loan to October 2014 and waived the July 2013 and subsequent principal payments through the
extended term. Pursuant to the amendment, the spread over GBP LIBOR increases in steps during the extension
period from GBP LIBOR plus 2.10% in August 2013 to GBP LIBOR plus 4.25% in April 2014. The spread in the
table is the spread as of September 30, 2013.

(d)
On September 9, 2013, the Company amended the mortgage agreements secured by the Fairmont Chicago and
Westin St. Francis hotels. The amendment eliminates future principal amortization payments subject to meeting
certain financial and other requirements.

(e)
Interest on $72,000,000 of the total principal amount is paid monthly at LIBOR plus 4.00%, subject to a 0.50%
LIBOR floor, and interest on $17,367,000 of the total principal amount is paid monthly at an annual fixed rate of
10.00%.

(f)All of these loan agreements require maintenance of financial covenants, all of which the Company was in
compliance with at September 30, 2013.
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NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

(g)

A consolidated affiliate of the Company that owns a condominium-hotel development adjacent to the Hotel del
Coronado (North Beach Venture) assumed the mortgage loan on a hotel-condominium unit, which accrues interest
at an annual fixed rate of 5.00% and is secured by the hotel-condominium unit. The hotel-condominium unit, with
a carrying value of $1,594,000, is included in prepaid expenses and other assets on the condensed consolidated
balance sheets as of September 30, 2013 and December 31, 2012.

Bank Credit Facility:
On June 30, 2011, SH Funding entered into a $300,000,000 secured bank credit facility agreement. The agreement
contains an accordion feature allowing for additional borrowing capacity up to $400,000,000, subject to the
satisfaction of customary conditions set forth in the agreement. The agreement has a maturity date of June 30, 2014,
with the right to extend the maturity date for an additional one-year period with an extension fee, subject to certain
conditions. Under the agreement, SH Funding has a letter of credit sub-facility of $75,000,000, which is secured by
the bank credit facility. Letters of credit reduce the borrowing capacity under the bank credit facility.
The interest rate at September 30, 2013 was 3.18% and the weighted average interest rate for the nine months ended
September 30, 2013 was 3.20%. At September 30, 2013, maximum availability under the bank credit facility was
$300,000,000 and there was $137,000,000 of borrowings outstanding under the bank credit facility and outstanding
letters of credit of $15,569,000 (see note 13). The agreement also requires maintenance of financial covenants, all of
which SH Funding and SHR were in compliance with at September 30, 2013.
Debt Maturity:
The following table summarizes the aggregate maturities (assuming all extension options exercised) as of
September 30, 2013 for all mortgages and other debt payable and the Company’s bank credit facility (in thousands):
Years ending December 31, Amounts
2013 (remainder) $948
2014 119,098
2015 143,029
2016 139,783
2017 577,550
Thereafter 319,159
Total $1,299,567
Interest Expense:
Interest expense includes a reduction related to capitalized interest of $280,000 and $452,000 for the three months
ended September 30, 2013 and 2012, respectively, and $720,000 and $1,131,000 for the nine months ended
September 30, 2013 and 2012, respectively. Total interest expense includes amortization of deferred financing costs of
$1,304,000 and $954,000 for the three months ended September 30, 2013 and 2012, respectively, and $3,832,000 and
$2,761,000 for the nine months ended September 30, 2013 and 2012, respectively.
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STRATEGIC HOTELS & RESORTS, INC. AND SUBSIDIARIES
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

9. EQUITY AND DISTRIBUTION ACTIVITY
Common Stock:
The following table presents the changes in the issued and outstanding shares of SHR common stock since
December 31, 2012 (excluding 853,027 and 853,461 units of SH Funding (OP Units) outstanding at September 30,
2013 and December 31, 2012, respectively, which are redeemable for shares of SHR common stock on a one-for-one
basis, or the cash equivalent thereof, subject to certain restrictions and at the option of SHR) (in thousands):
Outstanding at December 31, 2012 204,309
RSUs redeemed for shares of SHR common stock 1,217
OP Units redeemed for shares of SHR common stock 1
Outstanding at September 30, 2013 205,527
As of September 30, 2013, no shares of SHR common stock have been repurchased under the $50,000,000 share
repurchase program.
Stockholder Rights Plan
On May 30, 2013, the Company entered into an amendment to terminate its stockholder rights plan effective as of
such date.
Distributions to Shareholders and Unitholders
On November 4, 2008, SHR’s board of directors elected to suspend the quarterly dividend to holders of shares of SHR
common stock.
Preferred Stock:
SHR’s charter provides that it may issue up to 150,000,000 shares of preferred stock, $0.01 par value per share. SHR’s
8.50% Series A Cumulative Redeemable Preferred Stock (Series A Preferred Stock), 8.25% Series B Cumulative
Redeemable Preferred Stock (Series B Preferred Stock), and 8.25% Series C Cumulative Redeemable Preferred Stock
(Series C Preferred Stock) have perpetual lives, and SHR may redeem them at $25.00 per share plus accrued
distributions.
Distributions
Distributions are declared quarterly to holders of shares of Series A Preferred Stock, Series B Preferred Stock and
Series C Preferred Stock. Dividends on the preferred stock are cumulative. SHR's board of directors declared quarterly
distributions of $0.53125 per share of Series A Preferred Stock, $0.51563 per share of Series B Preferred Stock and
$0.51563 per share of Series C Preferred Stock for the third quarter of 2013. The distributions were paid on September
30, 2013 to holders of record as of the close of business on September 13, 2013.
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Noncontrolling Interests:
The following tables reflect the reconciliation of the beginning and ending balances of the equity attributable to SHR
and the noncontrolling owners (in thousands):

SHR
Shareholders’
Equity

Nonredeemable
Noncontrolling
Interests

Total Permanent
Shareholders’
Equity

Total
Redeemable
Noncontrolling
Interests
(Temporary
Equity)(a)

Balance at December 31, 2012 $707,328 $95,657 $802,985 $5,463
RSUs redeemed for shares of common stock 12 — 12 —
Net income (loss) 1,711 (7,467 ) (5,756 ) (22 )
CTA (115 ) — (115 ) 1
Derivatives and other activity 14,033 — 14,033 56
Share-based compensation (179 ) — (179 ) (1 )
Declared distributions to preferred
shareholders (18,125 ) — (18,125 ) —

Redemption value adjustment (2,028 ) — (2,028 ) 2,028
Contributions from holders of noncontrolling
interests in consolidated affiliates — 3,140 3,140 —

Distributions to holders of noncontrolling
interests in consolidated affiliates — (8 ) (8 ) —

Elimination of noncontrolling interest (b) — (5,300 ) (5,300 ) —
Other 121 — 121 (121 )
Balance at September 30, 2013 $702,758 $86,022 $788,780 $7,404

SHR
Shareholders’
Equity

Nonredeemable
Noncontrolling
Interests

Total Permanent
Shareholders’
Equity

Total
Redeemable
Noncontrolling
Interests
(Temporary
Equity)(a)

Balance at December 31, 2011 $654,198 $8,222 $662,420 $4,583
Common stock issued 113,594 — 113,594 468
RSUs redeemed for shares of common stock 2 — 2 —
Net loss (24,946 ) (891 )
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