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PART I 
 
Disclosure Regarding Forward Looking Statements 
 
 This Annual Report and the documents incorporated by reference in this Annual Report include 
forward-looking statements that involve a number of risks and uncertainties.  Forward-looking statements can be 
identified by the use of forward-looking terminology, such as “believes,” “expects,” “anticipates,” “may,” “will,” 
“should,” “seeks”, or other variations of these terms (including their use in the negative), or by discussions of 
strategies, plans or intentions.  A number of factors could cause actual results to differ materially from those 
anticipated by these forward-looking statements.  Among these factors are: 
 

• general economic conditions, including, among others, the pronounced recession, rising unemployment, 
major bank failures and unsettled capital markets, the impact of the United States’ military involvement in 
the Middle East and elsewhere, future acts of terrorism, the threat or outbreak of a pandemic disease 
affecting the travel industry, rising fuel costs and increased transportation security precautions; 

  

• our overall debt levels and our ability to refinance or obtain new financing and service debt, especially in 
light of currently tight capital markets; 

  

• our inability to retain earnings; 
  

• our liquidity and capital expenditures; 
  

• our growth strategy and acquisition activities; and 
  

• competitive conditions in the lodging industry. 
 

Certain of these risks and uncertainties are described in greater detail under “Risk Factors” in Item 1A, 
or in our other filings with the Securities and Exchange Commission. 
 

In addition, these forward-looking statements are necessarily dependent upon assumptions and estimates 
that may prove to be incorrect. Accordingly, while we believe that the plans, intentions and expectations 
reflected in these forward-looking statements are reasonable, we cannot assure you that these plans, intentions or 
expectations will be achieved.  The forward-looking statements included in this report, and all subsequent 
written and oral forward-looking statements attributable to us or persons acting on our behalf, are expressly 
qualified in their entirety by the risk factors and cautionary statements discussed in our filings under the 
Securities Act of 1933 and the Securities Exchange Act of 1934.  We undertake no obligation to update any 
forward-looking statements to reflect future events or circumstances. 
 

The prospective financial information related to anticipated operating performance and FFO included in 
this Annual Report has been prepared by, and is the responsibility of, our management.  PricewaterhouseCoopers 
LLP has neither examined nor compiled the accompanying prospective financial information and, accordingly, 
PricewaterhouseCoopers LLP does not express an opinion or any other form of assurance with respect thereto.  
The PricewaterhouseCoopers LLP report included in this Annual Report relates to our historical financial 
information.  It does not extend to the prospective financial information and should not be read to do so. 
 
Item 1.     Business 
 
 FelCor Lodging Limited Partnership, or FelCor LP, held ownership interests in 89 hotels with more than 
25,000 rooms and suites at December 31, 2008.  The sole general partner of FelCor LP is FelCor Lodging Trust 
Incorporated (NYSE:FCH), or FelCor, a Maryland corporation operating as a real estate investment trust, or 
REIT.  All of FelCor’s operations are conducted solely through FelCor LP and at December 31, 2008, FelCor 
owned a greater than 99% partnership interest in FelCor LP.  When used in this report, “we” and “our” refer to 
FelCor LP and its consolidated subsidiaries, unless otherwise indicated.   
 

Of the 89 hotels in which we had an ownership interest at December 31, 2008, we owned a 100% 
interest in 66 hotels, a 90% or greater interest in entities owning four hotels, a 75% interest in an entity owning 
one hotel, a 60% interest in an entity owning one hotel and a 50% interest in entities owning 17 hotels.  We 
leased 88 of our hotels to operating lessees, and one 50%-owned hotel is operated without a lease. 
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We consolidated the operating lessees of 85 of our hotels (which we refer to as our Consolidated Hotels) 
because of our controlling interest in those operating lessees.  These hotels include 13 of the 17 hotels in which 
we had an unconsolidated  50% ownership interest at December 31, 2008.  The hotel operating revenues and 
expenses of our other four hotels (in which we had a 50% ownership interest) were not consolidated. 
 

At December 31, 2008, our Consolidated Hotels were located in the United States (83 hotels in 
23 states) and Canada (two hotels in Ontario), with concentrations in major metropolitan and resort areas.  Our 
hotel portfolio consists primarily of upper upscale hotels and resorts, which are flagged under global brands such 
as Embassy Suites Hotels, Doubletree, Hilton, Marriott (after completion of Hotel 480 renovation by mid-2009), 
Renaissance, Sheraton, Westin and Holiday Inn. 
 

Our business is conducted in one reportable segment: hospitality.  During 2008, we derived 97% of our 
revenues from hotels located within the United States, with the balance derived from our Canadian hotels. 
 
 We seek to increase operating cash flow through aggressive asset management and competitive 
repositioning of our hotels.  We also seek to maintain a sound and flexible capital structure and to reposition our 
portfolio through capital expenditures and renovations at our existing hotels that we expect to provide a high 
return on our investment, redevelopment of existing assets to enhance returns on our invested capital, 
investments in high quality hotels in major urban and resort markets with high growth potential and dispositions 
of non-strategic hotels.   
 
 At December 31, 2008, we had an aggregate of 64,519,661 redeemable and common units of FelCor LP 
outstanding. 
 
 Additional information relating to our hotels and our business, including the charters of FelCor’s 
Executive Committee, Corporate Governance and Nominating Committee, Compensation Committee and Audit 
Committee; its corporate governance guidelines; and its code of business conduct and ethics can be found on 
FelCor’s website at http://www.felcor.com.  Information relating to our hotels and our business can also be 
found in the Notes to Consolidated Financial Statements located elsewhere in this report.  We do not have our 
own website, but copies of our annual, quarterly and current reports, and amendments to these reports, filed with 
the Securities and Exchange Commission, or SEC, under the Securities Exchange Act of 1934, or Exchange Act, 
are made available free of charge, by contacting FelCor’s investor relations department at 972-444-4900.  The 
public may read and copy any materials we file with the SEC at the SEC’s Public Reference Room at 100 F 
Street, N.E., Washington, D.C. 20549.  The public may also obtain information on the operation of the Public 
Reference Room by calling the SEC at 1-800-SEC-0330.  The SEC also maintains an Internet site that contains 
reports, proxy and information statements, and other information regarding issuers that file electronically with 
the SEC at http://www.sec.gov. 
 
Developments During 2008 
 
Renovation Program   In 2006, we embarked on a $450 million renovation program designed to improve the 
quality, returns on investment and competitive position of our portfolio.  In 2008, we substantially completed 
these renovations.  Our renovated hotels have performed significantly better than the industry average for at least 
the first year following their renovation.  Our ongoing renovations will generally be consistent with the ordinary 
course improvement and renovation of hotels in our portfolio. 
 
Rebranded San Francisco Hotel   In 2007, we began the process of rebranding our San Francisco Union Square 
property as a Marriott hotel.  The comprehensive renovation includes guest rooms, guest baths, guest corridors, 
meeting space, food and beverage outlets, public areas and building exterior and will be completed by mid-2009.   
Marriott took over management of the hotel in December 2007 and is operating this hotel as Hotel 480 during 
the renovation period.  On April 1, 2009, this hotel is scheduled to be rebranded as a Marriott. 
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Suspended Common Distributions   In 2008, we declared and paid common distributions of $0.85 per unit in the 
aggregate.  We suspended payment of our quarterly common distributions in December 2008 in light of the 
deepening recession, the attendant impact on our industry and FelCor LP, and the severe contraction in the 
capital markets.  FelCor’s Board of Directors will determine the amount of future common and preferred 
distributions for each quarter, based upon various factors including operating results, economic conditions, other 
operating trends, our financial condition and capital requirements, as well as FelCor’s minimum REIT 
distribution requirements.   
 
New Director   In April 2008, FelCor announced the appointment of Mark D. Rozells to fill the vacancy created 
by the departure of David C. Kloeppel from its Board of Directors. 
 
The Industry 
 

The lodging industry in 2008 experienced its first full-year decline in revenue per available room, or 
RevPAR, since 2002.  According to Smith Travel Research, or STR, a leading provider of industry data, the 
industry increased its average daily rate, or ADR, for the sixth year in a row, but that increase (2.4%) was 
more than offset by a 4.2% decline in occupancy, which resulted in a 1.9% RevPAR decline.  Although 
negative trends began to emerge during the second quarter of the year, industry RevPAR did not decline until 
September 2008.  According to STR, industry RevPAR declined 8.2% in the last four months of 2008 after a 
1.2% increase during the first eight months of the year.  

 
Supply growth of 2.7% contributed to the decline in occupancy.  The increase in supply was greater 

than the long-term (1977 – 2008) historical supply growth rate (2.0%).  Supply growth is a key leading 
indicator of the performance for existing lodging real estate.  Not only did supply increase, but the economic 
recession was responsible for a decline in demand of 1.6% in 2008, which led to a corresponding decline in 
U.S. occupancy to 60.4% compared to 63.1% in 2007.  

 
STR projects that 2009 industry supply growth of 2.4% will exceed the long-term average, while 

demand is projected to decline another 1.6%.  Therefore, 2009 occupancy is expected to drop to 58.0%, and 
ADR is projected to decline by 2.0%.  As such, STR predicts that RevPAR will decline 5.9% in 2009, to 
$60.57.   

 
PKF Hospitality Research, or PKF, another provider of industry forecasts, predicts a more precipitous 

downturn than STR.  According to PKF, RevPAR in the 50 major U.S. markets may decline as much as 9.8%, 
dropping below $60 for the first time since 2006.  The projected RevPAR declines are not uniform across the 
country and assume that no major external events, such an act of terrorism or natural disaster, will occur or 
affect the U.S. economy and the travel and lodging industries.  These assumptions also do not contemplate the 
impact from any potential government stimulus or other programs. 

 
STR classifies hotel chains into six distinct categories: Luxury, Upper Upscale, Upscale, Midscale with 

Food & Beverage, Midscale without Food & Beverage, and Economy.  We own Upper Upscale (including 
Doubletree Guest Suites, Doubletree, Embassy Suites Hotels, Sheraton, Westin and Renaissance hotels), and 
Midscale with Food & Beverage (Holiday Inn) hotels, from which we derived 99% of our 2008 Hotel EBITDA.  
Approximately 63% of our 2008 Hotel EBITDA (Hotel EBITDA is a non-GAAP financial measure that is 
reconciled and further discussed in the “Non-GAAP Financial Measures” section of Management’s Discussion 
and Results of Operations of this Annual Report) was derived from Upper-Upscale all-suite hotels. 
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STR also categorizes hotels based upon their relative market positions, as measured by ADR, as Luxury, 
Upscale, Midprice, Economy and Budget.  The following table contains information with respect to average 
occupancy (determined by dividing occupied rooms by available rooms), ADR and RevPAR for our hotels, as 
well as all Upscale U.S. hotels, all Midprice U.S. hotels and all U.S. hotels, as reported by STR, for the periods 
indicated: 

 
 Year Ended December 31, 
 2008 2007 2006 2005 2004 
Number of FelCor LP Hotels ....  85  83 83 125   142  
Occupancy:           
  FelCor LP hotels(1) ..................... 70.9% 70.4% 72.6%  69.3%  65.5%
  All Upscale U.S. hotels(2) ........... 62.0 64.8  65.5  65.2  63.0 
  All Midprice U.S. hotels(3) ......... 57.6 60.4  61.0  61.0  59.4 
  All U.S. hotels ............................ 60.4 63.2  63.4  63.1  61.3 
ADR:         
  FelCor LP hotels(1) .....................$ 136.32 $ 134.21 $ 125.98 $ 107.18 $ 99.07 
  All Upscale U.S. hotels(2) ........... 115.96 113.56  107.37  101.60  94.05 
  All Midprice U.S. hotels(3) ......... 84.21 82.18  78.12  73.96  69.81 
  All U.S. hotels ............................ 106.55 103.64  97.31  90.95  86.20 
RevPAR:         
  FelCor LP hotels(1) .....................$ 96.67 $ 94.48 $ 91.45 $ 74.29 $ 64.91 
  All Upscale U.S. hotels(2) ........... 71.83 73.61  70.31  66.21  59.26 
  All Midprice U.S. hotels(3) ......... 48.48 49.68  47.66  45.12  41.47 
  All U.S. hotels ............................ 64.37 65.50  61.69  57.39  52.88 

 

__________ 
(1) Information is based on historical presentations. 
(2) This category includes hotels in the “upscale price level,” defined as hotels with ADRs in the 70th to 85th 

percentiles in their respective markets. 
(3) This category includes hotels in the “midprice level,” defined as hotels with ADRs in the 40th to 70th 

percentiles in their respective markets. 
 

Business Strategy 
 

 Our long-term strategic plan is to own a diversified portfolio of high quality, upscale hotels flagged 
under leading brands.  We focus on maximizing unitholder value and return on invested capital by optimizing the 
use of our real estate and enhancing property cash flow.  We employ a portfolio management philosophy where 
we continually examine our portfolio to address issues of market supply and demand, the capital needs of each 
hotel and concentration risk, after which analysis we sell hotels that no longer meet our investment criteria.  In 
order to achieve our objectives, we are focused on the following areas: 
 

Asset Management Approach. We seek to improve the competitive position of our hotels through aggressive 
asset management and strong relationships with our brand-owner managers.  While REIT requirements prohibit 
FelCor from directly managing our hotels, we employ an intensive approach to asset management. We work 
closely with our brand-owner managers to monitor and review hotel operations. We press our brand-owner 
managers to implement best practices in expense and revenue management at our hotels, and we strive to 
influence brand strategy on marketing and revenue enhancement programs. Our asset management approach also 
entails looking for value-added enhancements at our hotels, such as maximizing use of public areas, new 
restaurant concepts, changing management of food and beverage operations and uncovering new revenue 
sources.   
 

Balance Sheet Strategy.  We are committed to strengthening our balance sheet to provide the necessary capacity 
to withstand lodging cycles and also provide us with capacity to take advantage of opportunities that may arise in 
the future.  Although the economic downturn has resulted in an increase in our leverage, we expect to reduce our 
leverage when operating performance improves.  In the near term, proceeds from future dispositions and excess 
cash from operations will be used to pay down debt.  We strive to maintain a flexible balance sheet, utilizing a 
mix of preferred units, unsecured notes, mortgage debt and lines of credit, and utilizing floating rates on a 
portion of our debt as a hedge against economic cycles.  We continue to look for additional opportunities to 
reduce our cost of debt and increase our flexibility on an economically sound basis.   
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Portfolio Review.  We regularly review and evaluate our hotel portfolio and may from time to time identify 
additional hotels to sell based upon strategic considerations such as future supply growth, changes in demand 
dynamics, concentration risk, strategic fit, return on future capital needs and return on invested capital.  At 
December 31, 2008, five of our Consolidated Hotels were identified for sale (we intend to hold these hotels as 
long as necessary to obtain satisfactory pricing), and we may identify additional hotels for sale in the future.   
 
External Growth.  We will consider hotel acquisitions that will improve the overall quality of our portfolio, 
further diversify our portfolio by market, customer type and brand and improve future EBITDA growth. We also 
look for properties that have redevelopment opportunity to further enhance our return on investment.  We take a 
highly disciplined approach to any acquisition, which must meet strict criteria, including minimum targeted rates 
of return. We expect any potential future acquisitions of hotels will be restricted to high quality hotels in major 
urban and resort markets with high barriers to entry and high growth potential.  
 
Redevelopment Opportunities. We have identified redevelopment opportunities at a number of our hotels. 
During 2008, we completed a new 35,000 square foot convention center adjacent to our Hilton Myrtle Beach 
Resort, added meeting space at the Doubletree Guest Suites in Dana Point, California and added spa and food 
and beverage areas at the Embassy Suites Hotel Deerfield Beach Resort & Spa.  Our San Francisco Union 
Square hotel, which is situated in one of the premiere hotel markets in the United States, will complete a 
$45 million transformation from a Crowne Plaza to a Marriott in the first half of 2009.  We are moving forward 
with the approval and entitlement process for additional redevelopment projects.  However, we are committed to 
a disciplined approach toward capital allocation and will commit capital only to new projects when prudent, 
especially in the light of the current global recession. 
 
Renovations.  In 2008, we substantially completed a renovation program of our portfolio designed to enhance the 
competitive positioning of our portfolio.  The program totaled approximately $450 million and has generated 
targeted returns through growth in market share.  Our overall portfolio grew market share by an average of more 
than 3% during 2008, however, the 70 hotels that completed renovations in 2007 or 2008 grew market share by 
more than 5% in 2008.  We expect our hotels renovated in 2008 to continue to grow market share during 2009.  
Our ongoing capital expenditures will generally be consistent with ordinary course improvements and renovation 
of hotels in our portfolio.   
 

Strategic Relationships 
 

We benefit from our brand-owner and manager alliances with Hilton Hotels Corporation, or Hilton, 
(Embassy Suites Hotels, Hilton and Doubletree), InterContinental Hotels Group PLC, or IHG, (Holiday Inn), 
Starwood Hotels & Resorts Worldwide, Inc., or Starwood, (Sheraton and Westin) and Marriott International, 
Inc., or Marriott, (Renaissance and Marriott).  These relationships enable us to work effectively with our 
managers to maximize Hotel EBITDA margins and operating cash flow from our hotels. 
 
• Hilton Hotels Corporation (www.hiltonworldwide.com) is recognized internationally as a preeminent 

hospitality company.  Hilton develops, owns, manages or franchises more than 3,000 hotels, resorts and 
vacation ownership properties in more than 70 countries.  Its portfolio includes many of the world’s best-
known and most highly regarded hotel brands, including Hilton, Hilton Garden Inn, Doubletree, Embassy 
Suites Hotels, Conrad, Hampton Inn, Homewood Suites by Hilton, Hilton Grand Vacations and the Waldorf 
Astoria Collection. Subsidiaries of Hilton managed 54 of our Consolidated Hotels at December 31, 2008.  
Hilton is a 50% partner in joint ventures with us that own 11 hotels and manage residential condominiums.  
Hilton holds 10% equity interests in certain of our consolidated subsidiaries that own three hotels. 

 
• InterContinental Hotels Group PLC (www.ichotelsgroup.com) of the United Kingdom is one of the world’s 

largest hotel companies by number of rooms.  IHG owns, manages, leases or franchises, through various 
subsidiaries, more than 4,100 hotels and almost 600,000 guest rooms in nearly 100 countries. IHG owns a 
portfolio of well recognized and respected hotel brands including InterContinental Hotels & Resorts, 
Crowne Plaza Hotels & Resorts, Holiday Inn, Holiday Inn Express, Hotel Indigo, Staybridge Suites, 
Candlewood Suites, and also manages the world’s largest hotel loyalty program, Priority Club Rewards.  At 
December 31, 2008, subsidiaries of IHG managed 17 of our Consolidated Hotels. 
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• Starwood Hotels & Resorts Worldwide, Inc. (www.starwoodhotels.com) is one of the leading hotel and 

leisure companies in the world with more than 930 properties in more than 100 countries. With 
internationally renowned brands, Starwood is a fully integrated owner, operator and franchisor of hotels and 
resorts including: St. Regis, The Luxury Collection, W, Westin, Le Méridien, Sheraton, Four Points by 
Sheraton and aloft brands.  Subsidiaries of Starwood managed nine of our Consolidated Hotels at 
December 31, 2008. Starwood is a 40% joint venture partner with us in the ownership of one hotel and a 
50% joint venture partner with us in the ownership of one hotel. 

 
• Marriott International, Inc. (www.marriott.com) is a leading lodging company with more than 3,000 lodging 

properties located in the United States and 67 other countries and territories.  Its portfolio includes 16 
lodging and vacation resort ownership brands including Marriott Hotels & Resorts, Renaissance Hotels & 
Resorts, JW Marriott Hotels & Resorts, Courtyard by Marriott, Fairfield Inn by Marriott and Residence Inn 
by Marriott.  Subsidiaries of Marriott managed three of our Consolidated Hotels at December 31, 2008. 

 
Competition 
 

The lodging industry is highly competitive. Each of our hotels is located in a developed area that 
includes other hotel properties and competes for guests primarily with other full service and limited service 
hotels in its immediate vicinity and secondarily with other hotel properties in its geographic market. We believe 
that location, brand recognition, the quality of the hotel, the services provided, and price are the principal 
competitive factors affecting our hotels. 
 
Environmental Matters 
 

Under various federal, state and local environmental laws, ordinances and regulations, a current or 
previous owner of real property may be liable for the removal or remediation of hazardous or toxic substances 
on, under or in a property.  These laws may impose liability whether or not the owner or operator knew of, or 
was responsible for, the presence of such hazardous or toxic substances.  In addition, certain environmental laws 
and common law principles could be used to impose liability for release of asbestos-containing materials, and 
third parties may seek recovery from owners or operators of real property for personal injury associated with 
exposure to related asbestos-containing materials.  Environmental laws also may impose restrictions on the 
manner in which property may be used or businesses may be operated, and these restrictions may require 
corrective or other expenditures.  In connection with our current or prior ownership of hotels or other real estate, 
we may be potentially liable for various environmental costs or liabilities. 

 
We customarily obtain a Phase I environmental survey from an independent environmental consultant 

before acquiring a hotel. The principal purpose of a Phase I survey is to identify indications of potential 
environmental contamination and, secondarily, to assess, to a limited extent, the potential for environmental 
regulatory compliance liabilities. The Phase I surveys of our hotels were designed to meet the requirements of 
the then current industry standards governing Phase I surveys, and consistent with those requirements, none of 
the surveys involved testing of groundwater, soil or air. Accordingly, they do not represent evaluations of 
conditions at the studied sites that would be revealed only through such testing.  In addition, Phase I assessments 
of environmental regulatory compliance issues is general in scope and not a detailed determination of a hotel’s 
environmental compliance. Similarly, Phase I reports do not involve comprehensive analysis of potential offsite 
liability. Our Phase I reports have not revealed any environmental liability that we believe would have a material 
adverse effect on our business, assets or results of operations, nor are we aware of any such liability. 
Nevertheless, it is possible that these reports do not reveal or accurately assess all material environmental 
conditions and that there are material environmental conditions of which we are unaware. 
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We believe that our hotels are in compliance, in all material respects, with all federal, state, local and 
foreign laws and regulations regarding hazardous substances and other environmental matters, the violation of 
which could have a material adverse effect on us. We have not been notified by any governmental authority or 
private party of any noncompliance, liability or claim relating to hazardous or toxic substances or other 
environmental matters in connection with any of our current or former properties that we believe would have a 
material adverse effect on our business, assets or results of operations.  However, obligations for compliance 
with environmental laws that arise or are discovered in the future may adversely affect our financial condition. 
 
Tax Status 
 

FelCor LP is not a tax paying entity.  However, under our partnership agreement we are required to 
reimburse FelCor for any tax payments FelCor is required to make.  Accordingly, the tax information included 
herein represents disclosures regarding FelCor and its taxable subsidiaries. 
 

FelCor elected to be taxed as a REIT under the federal income tax laws. As a REIT, FelCor generally is 
not subject to federal income taxation at the corporate level on taxable income that is distributed to its 
stockholders.  FelCor may, however, be subject to certain state and local taxes on its income and property and to 
federal income and excise taxes on its undistributed taxable income.  FelCor’s taxable REIT subsidiaries, or 
TRSs, formed to lease our hotels are subject to federal, state and local income taxes.  A REIT is subject to a 
number of organizational and operational requirements, including a requirement that it currently distribute at 
least 90% of its annual taxable income to its stockholders.  If FelCor fails to qualify as a REIT in any taxable 
year, it will be subject to federal income taxes at regular corporate rates (including any applicable alternative 
minimum tax) and may not qualify as a REIT for four subsequent years.  In connection with FelCor’s election to 
be taxed as a REIT, its charter imposes restrictions on the ownership and transfer of shares of FelCor’s common 
stock. We expect to make distributions on our units sufficient to enable FelCor to meet its distribution 
obligations as a REIT.  At December 31, 2008, our TRSs had a federal income tax loss carry-forward of 
$344.1 million. 
 
Employees 
 

We have no employees.  FelCor as our sole general partner performs our management functions.  At 
December 31, 2008, FelCor had 69 full-time employees.  All persons employed in the day-to-day operation of 
our hotels are employees of the management companies engaged by us and are not our employees. 
 
Item 1A.  Risk Factors  
 
 Certain statements and analyses contained in this report, or that may in the future be made by, or be 
attributable to, us, may constitute "forward-looking statements" within the meaning of the Private Securities 
Litigation Reform Act of 1995, and can be identified by the use of forward-looking terminology such as "may," 
"will," "expect," "anticipate," "estimate" or "continue" or the negative thereof or other variations thereon or 
comparable terminology.  All of such forward-looking statements are based upon present expectations and 
assumptions that may or may not actually occur.  The following factors constitute cautionary statements 
identifying important factors, including material risks and uncertainties that could cause actual results to differ 
materially from those reflected in such forward-looking statements or in our historical results. Each of the 
following factors, among others, could adversely affect our ability to meet the current expectations of 
management. 
 
Recent disruptions in the financial markets may affect our ability to obtain financing or obtain financing on 
reasonable and acceptable terms. 
 
 Recent events in the financial markets have had an adverse impact on the credit markets and, as a result, 
credit has become significantly more expensive and difficult to obtain, if available at all.  Some lenders are 
imposing more stringent credit terms, there has been and may continue to be a general reduction in the amount of 
credit available, and many banks are either unable or unwilling to provide new asset based lending.  Tightening 
credit markets may have an adverse effect on our ability to refinance debt as it becomes due on favorable terms, 
if at all, thereby increasing financing costs and/or requiring us to accept financing with increasing restrictions.  If 
adverse conditions in the credit markets – in particular with respect to real estate finance – materially deteriorate, 
our business could be materially and adversely affected. 
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The current global recession has had an adverse effect on our revenue per available room, or RevPAR, 
performance and results of operations.  The effects of a continued or deepening recession on our financial 
condition could be material.   
 

The overall weakness in the U.S. economy, particularly the turmoil in the credit markets, weakness in 
the housing market, and volatile energy and commodity costs, has resulted in considerable negative pressure on 
both consumer and business spending (this includes increased emphasis in cost containment with focus on travel 
and entertainment limitations).  We anticipate that lodging demand will not improve, and will likely weaken 
further, until current economic trends reverse course, particularly the weakened overall economy and illiquid 
credit markets.  For 2009, we believe that forecasted increasing unemployment and decline in business 
investment and profits, when combined with turmoil in the credit markets, will continue to affect both leisure 
and business travel negatively and, accordingly, decrease lodging demand. Further, as hotels adjust to reduced 
demand by shifting their occupancy mix to lower-rated business, we expect to see average room rates decline in 
most markets. Decreased occupancy and declining room rates have an adverse effect on RevPAR, Hotel 
EBITDA margins and results of operations.   
 

In response to the economic decline that occurred in 2008, we suspended our quarterly common unit 
distribution.  Significant decreases in RevPAR or Hotel EBITDA margins, or continued material deterioration in 
the capital markets in the future, could reduce our ability to pay any common or preferred distributions or to 
service our debt. 
 
Compliance with, or failure to comply with, our financial covenants may adversely affect our financial 
position and results of operations. 
 
 The agreements governing our line of credit and the indentures governing our outstanding senior notes 
contain various restrictive covenants and incurrence tests, including, among others, provisions that can restrict 
our ability to: 
 

• incur any additional indebtedness; 
• make common or preferred distributions; 
• repurchase FelCor’s common or preferred stock; 
• make investments; 
• engage in transactions with affiliates; 
• incur liens; 
• merge or consolidate with another person; 
• dispose of all or substantially all of our assets; and 
• permit limitations on the ability of our subsidiaries to make payments to us. 

 
 These restrictions may adversely affect our ability to finance our operations or engage in other business 
activities that may be in our best interest. 
 

We have agreed in principle on the material terms of a new $200 million term loan, which would be 
secured by first mortgages on eight currently unencumbered hotels and, assuming all extension options are 
exercised, will not mature until 2013.  This loan would not be subject to any corporate financial covenants and 
would only be recourse to the borrower, a to-be-formed wholly-owned subsidiary. The material terms of this 
loan have been approved by JPMorgan Securities Inc. as lead arranger, and JPMorgan Chase Bank, N.A. as 
administrative agent, which will provide a portion of the loan.  Proceeds from this loan will be used for general 
working capital purposes and to repay the outstanding balance on our line of credit (which will be cancelled 
upon repayment.  We expect to close this new loan, subject to other lenders’ approval, documentation, due 
diligence and customary conditions, by the end of April. 
 

Our line of credit contains certain restrictive financial covenants, such as a minimum leverage ratio 
(65%), a minimum fixed charge coverage ratio (1.5 to 1.0), and a minimum unencumbered leverage ratio (60%).  
At the date of this filing we were in compliance with all of these covenants.  Our compliance with these 
covenants in future periods will depend substantially on the financial results of our hotels.  If current financial 
market conditions persist and our business continues to deteriorate, we may breach one or more of our financial 
covenants.  
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If we are unable to repay our line of credit, and we breach one or more of these financial covenants, we 
would be in default, which could allow the lenders to demand payment of all amounts outstanding under our line 
of credit.  Additionally, a demand for payment following a financial covenant default by our lenders constitutes 
an event of default under the indentures governing our senior notes, which in turn, could accelerate our 
obligation to repay the amounts outstanding under our senior notes. While we believe that we will successfully 
close our new secured term loan, as discussed above, we have several other alternatives available to ensure 
continued compliance with our financial covenants or repay our line of credit, including identifying other sources 
of debt or equity financing, selling unencumbered hotels and/or implementing additional cost cutting measures. 
Of course, we can provide no assurance that we will be able to close our new secured term loan, identify 
additional sources of debt or equity financing or sell hotels on terms that are favorable or otherwise acceptable to 
us.  
 

 Under the terms of the indenture governing one series of our outstanding senior notes, we are prohibited 
from repurchasing any of our capital stock, whether common or preferred, subject to certain exceptions, if our 
debt-to-EBITDA ratio, as defined in the indenture, exceeds 4.85 to 1, which it does at the date of this filing. 
 

 If actual operating results are below our current expectations or if interest rates increase significantly 
more than we expect, we may be unable to continue to satisfy the incurrence test under the indentures governing 
our senior notes.  In such an event, we may be prohibited from incurring additional indebtedness, except to draw 
on our line of credit, or repay or refinance maturing debt with debt of similar priority in the capital structure, and 
may be prohibited from, among other things, paying distributions on our preferred or common units, except to 
the extent necessary for FelCor to satisfy the REIT qualification requirement that it distribute currently at least 
90% of its taxable income. 
 

 Certain of our subsidiaries have been formed as special purpose entities, or SPEs.  These SPEs have 
incurred mortgage debt secured by the assets of those SPEs, which is non-recourse to us.  However, a violation 
of any of the SPE-related covenants could cause this debt to become fully recourse to us.  None of the SPE-
related covenants are financial related covenants. 
 

 Our failure to timely satisfy any judgment of $10 million or more with respect to recourse indebtedness, 
could result in the acceleration of all our unsecured recourse indebtedness (including our senior notes).  We may 
not be able to refinance or repay our debt in full under those circumstances. 
 

We depend on external sources of capital for future growth, and we may be unable to access capital when 
necessary. 
 

 Unlike conventionally taxed corporations, our ability to reduce our debt and finance our growth must 
largely be funded by external sources of capital because of our obligation to fund FelCor’s requirements to 
distribute at least 90% of its taxable income (other than net capital gains) in order to qualify as a REIT, including 
taxable income it recognizes for federal income tax purposes but with regard to which it does not receive 
corresponding cash.  Our ability to access the external capital we require could be hampered by a number of 
factors, many of which are outside our control, including declining general market conditions, unfavorable 
market perception of our growth potential, decreases in our current and estimated future earnings, excessive cash 
distributions or decreases in the market price of FelCor’s common stock.  In addition, our ability to access 
additional capital may also be limited by the terms of our existing indebtedness, which among other things, 
restrict our incurrence of debt and the payment of distributions under certain conditions.  The effect of any of 
these factors, individually or in combination, could prevent us from obtaining the external capital we require on 
terms that are acceptable to us, or at all, and the failure to obtain necessary capital could have a material adverse 
effect on our ability to finance our future growth and reduce our debt.  
 
We have substantial financial leverage. 
 

At December 31, 2008, our consolidated debt of $1.6 billion represented approximately 70% of our total 
enterprise value.  Declines in revenues and cash flow may adversely affect our public debt ratings, and may limit 
our access to additional debt.  Our senior notes currently are rated B1 by Moody’s Investors Service, and B+ by 
Standard & Poor’s, and are considered below investment grade.  Historically, we have incurred debt for 
acquisitions and to fund our renovation, redevelopment and rebranding programs.  Limitations upon our access 
to additional debt could adversely affect our ability to fund these programs or acquire hotels in the future.   
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Our financial leverage could have important consequences.  For example, it could: 
 

• limit our ability to obtain additional financing for working capital, renovation, redevelopment and 
rebranding plans, acquisitions, debt service requirements and other purposes; 

• limit our ability to refinance existing debt; 
• require us to agree to additional restrictions and limitations on our business operations and capital 

structure to obtain financing; 
• increase our vulnerability to adverse economic and industry conditions, and to interest rate fluctuations;
• require us to dedicate a substantial portion of our cash flow from operations to payments on our debt, 

thereby reducing funds available for capital expenditures, future business opportunities, paying 
distributions or other purposes; 

• limit our flexibility to make, or react to, changes in our business and our industry; and 
• place us at a competitive disadvantage, compared to our competitors that have less debt. 

 
 Although most of our hotel mortgage debt is recourse solely to the specific assets securing the debt, in 
certain cases, including fraud, misapplication of funds and other customary recourse carve-out provisions, the 
debt may become full recourse to us. 
 
Our debt agreements will allow us to incur additional debt that, if incurred, could exacerbate the other risks 
described herein. 
 
 We may be able to incur substantial debt in the future.  Although the instruments governing our 
indebtedness contain restrictions on the incurrence of additional debt, these restrictions are subject to a number 
of qualifications and exceptions and, under certain circumstances, debt incurred in compliance with these 
restrictions could be substantial.  If new debt is added to our current debt levels, the risks described above would 
intensify. 
 
We have substantial variable rate debt.  
 
 At December 31, 2008, approximately 49% of our consolidated outstanding debt had variable interest 
rates.  If variable interest rates were to increase significantly, they could have a material adverse impact on our 
earnings and financial condition. 
 
We are subject to the risks of real estate ownership, which could increase our costs of operations. 
 

General Risks.  Our investment in hotels is subject to the numerous risks generally associated with 
owning real estate, including among others: 

 
• adverse changes in general or local economic or real estate market conditions; 
• the ability to refinance debt on favorable terms at maturity; 
• changes in zoning laws; 
• increases in lodging supply or competition;  
• decreases in demand;  
• changes in traffic patterns and neighborhood characteristics; 
• increases in assessed property taxes from changes in valuation or real estate tax rates; 
• increases in the cost of our property insurance; 
• the potential for uninsured or underinsured property losses; 
• costly governmental regulations and fiscal policies; 
• changes in tax laws; 
• our ability to acquire hotel properties at prices consistent with our investment criteria; 
• our ability to fund capital expenditures at our hotels to maintain or enhance their competitive position; and 
• other circumstances beyond our control. 

 
Moreover, real estate investments are relatively illiquid, and we may not be able to adjust our portfolio in a 
timely manner to respond to changes in economic and other conditions. 
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Compliance with environmental laws may adversely affect our financial condition.  Owners of real 
estate are subject to numerous federal, state, local and foreign environmental laws and regulations.  Under these 
laws and regulations, a current or former owner of real estate may be liable for the costs of remediating 
hazardous substances found on its property, whether or not they were responsible for its presence.  In addition, if 
an owner of real property arranges for the disposal of hazardous substances at another site, it may also be liable 
for the costs of remediating the disposal site, even if it did not own or operate the disposal site.  Such liability 
may be imposed without regard to fault or the legality of a party’s conduct and may, in certain circumstances, be 
joint and several.  A property owner may also be liable to third parties for personal injuries or property damage 
sustained as a result of its release of hazardous or toxic substances, including asbestos-containing materials, into 
the environment.  Environmental laws and regulations may require us to incur substantial expenses and limit the 
use of our properties.  We could have substantial liability for a failure to comply with applicable environmental 
laws and regulations, which may be enforced by the government or, in certain instances, by private parties.  The 
existence of hazardous substances on a property can also adversely affect the value of, and the owner’s ability to 
use, sell or borrow against, the property. 

 
We cannot provide assurances that future or amended laws or regulations, or more stringent 

interpretations or enforcement of existing environmental requirements, will not impose any material 
environmental liability, or that the environmental condition or liability relating to our hotels will not be affected 
by new information or changed circumstances, by the condition of properties in the vicinity of such hotels, such 
as the presence of leaking underground storage tanks, or by the actions of unrelated third parties. 

 
Compliance with the Americans with Disabilities Act may adversely affect our financial condition.  

Under the Americans with Disabilities Act of 1990, all public accommodations, including hotels, are required to 
meet certain federal requirements for access and use by disabled persons.  Various state and local jurisdictions 
have also adopted requirements relating to the accessibility of buildings to disabled persons.  We believe that our 
hotels substantially comply with the requirements of the Americans with Disabilities Act and other applicable 
laws.  However, a determination that our hotels are not in compliance with these laws could result in liability for 
both governmental fines and payments to private parties.  If we were required to make unanticipated major 
modifications to our hotels to comply with the requirements of the Americans with Disabilities Act and other 
similar laws, it could adversely affect our ability to make distributions to our unitholders and to satisfy our other 
obligations. 

 
In June 2008, the Department of Justice proposed a substantial number of changes to the Accessibility 

Guidelines under the Americans with Disabilities Act.  In January 2009, President Obama suspended final 
publication and implementation of these regulations, pending a comprehensive review by his administration.  
If implemented as proposed, the new guidelines would require costly measures on our part to become fully 
compliant. 
 
Lodging industry-related risks may adversely affect our business. 
 

We are subject to the risks inherent to hotel operations.  We have ownership interests in the operating 
lessees of our hotels; consequently, we are subject to the risk of fluctuating hotel operating expenses at our 
hotels, including, but not limited to: 

 
• wage and benefit costs, including hotels that employ unionized labor; 
• repair and maintenance expenses; 
• gas and electricity costs; 
• insurance costs, including health, general liability and workers compensation; and 
• other operating expenses. 

 
In addition, we are subject to the risks of a decline in Hotel EBITDA margins, which occur when hotel 

operating expenses increase disproportionately to revenues or fail to shrink at least as fast as revenues decline.  
These operating expenses and Hotel EBITDA margins are within the control of our independent managers over 
whom we have limited control.   
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Investing in hotel assets involves special risks.  We have invested in hotel-related assets, and our hotels 
are subject to all of the risks common to the hotel industry.  These risks could adversely affect hotel occupancy 
and the rates that can be charged for hotel rooms, and generally include: 

 
• adverse effects of declines in general and local economic activity; 
• competition from other hotels; 
• construction of more hotel rooms in a particular area than needed to meet demand; 
• any further increases in energy costs and other travel expenses; 
• other events, such as terrorist acts or war that reduce business and leisure travel; 
• fluctuations in our revenue caused by the seasonal nature of the hotel industry; 
• an outbreak of a pandemic disease affecting the travel industry; 
• a downturn in the hotel industry; and 
• risks generally associated with the ownership of hotels and real estate, as discussed herein. 

 
We could face increased competition.  Each of our hotels competes with other hotels in its geographic 

area.  A number of additional hotel rooms have been, or may be, built in a number of the geographic areas in 
which our hotels are located, which could adversely affect both occupancy and rates in those markets.  A 
significant increase in the supply of midprice, upscale and upper upscale hotel rooms and suites, if demand fails 
to increase at least proportionately, could have a material adverse effect on our business, financial condition and 
results of operations. 

 
We face reduced coverages and increased costs of insurance.  Our property insurance has a $100,000 all 

risk deductible, a deductible of 5% of insured value for named windstorm coverage and a deductible ranging 
from 2% to 5% of insured value for California earthquake coverage.  Substantial uninsured or not fully-insured 
losses would have a material adverse impact on our operating results, cash flows and financial condition.  
Catastrophic losses, such as the losses caused by hurricanes in 2005, could make the cost of insuring against 
these types of losses prohibitively expensive or difficult to find.  In an effort to limit the cost of insurance, we 
purchase catastrophic insurance coverage based on probable maximum losses based on 250-year events and have 
only purchased terrorism insurance to the extent required by our lenders.  We have established a self-insured 
retention of $250,000 per occurrence for general liability insurance with regard to 60 of our hotels.  The 
remainder of our hotels participate in general liability programs sponsored by our managers, with no deductible.   
 
 We could have property losses not covered by insurance.  Our property policies provide that all of the 
claims from each of our properties resulting from a particular insurable event must be combined together for 
purposes of evaluating whether the aggregate limits and sub-limits contained in our policies have been exceeded.  
Therefore, if an insurable event occurs that affects more than one of our hotels, the claims from each affected 
hotel will be added together to determine whether the aggregate limit or sub-limits, depending on the type of 
claim, have been reached, and each affected hotel may only receive a proportional share of the amount of 
insurance proceeds provided for under the policy if the total value of the loss exceeds the aggregate limits 
available.  We may incur losses in excess of insured limits and, as a result, we may be even less likely to receive 
sufficient coverage for risks that affect multiple properties such as earthquakes or catastrophic terrorist acts.  
There are risks such as war, catastrophic terrorist acts, nuclear, biological, chemical, or radiological attacks, and 
some environmental hazards that may be deemed to fall completely outside the general coverage limits of our 
policies or may be uninsurable or may be too expensive to justify insuring against. 
 
 We may also encounter disputes concerning whether an insurance provider will pay a particular claim 
that we believe is covered under our policy.  Should a loss in excess of insured limits or an uninsured loss occur 
or should we be unsuccessful in obtaining coverage from an insurance carrier, we could lose all, or a portion of, 
the capital we have invested in a property, as well as the anticipated future revenue from the hotel.  In that event, 
we might nevertheless remain obligated for any mortgage debt or other financial obligations related to the 
property. 
 
 We obtain terrorism insurance to the extent required by lenders as a part of our all-risk property 
insurance program, as well as our general liability and FelCor’s directors’ and officers’ coverages.  However, our 
all-risk policies have limitations such as per occurrence limits and sub-limits which might have to be shared 
proportionally across participating hotels under certain loss scenarios.  Also, all-risk insurers only have to 
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provide terrorism coverage to the extent mandated by the Terrorism Risk Insurance Act, or TRIA, for “certified” 
acts of terrorism - namely those which are committed on behalf of non-United States persons or interests.  
Furthermore, we do not have full replacement coverage at all of our properties for acts of terrorism committed on 
behalf of United States persons or interests (“non-certified” events) as our coverage for such incidents is subject 
to sub-limits and/or annual aggregate limits.  In addition, property damage related to war and to nuclear, 
biological and chemical incidents is excluded under our policies.  While TRIA will reimburse insurers for losses 
resulting from nuclear, biological and chemical perils, TRIA does not require insurers to offer coverage for these 
perils and, to date, insurers are not willing to provide this coverage, even with government reinsurance.  As a 
result of the above, there remains uncertainty regarding the extent and adequacy of terrorism coverage that will 
be available to protect our interests in the event of future terrorist attacks that impact our properties. 
 

We have geographic concentrations that may create risks from regional or local economic, seismic or 
weather conditions.  At December 31, 2008, approximately 50% of our hotel rooms were located in, and 49% of 
our 2008 Hotel EBITDA was generated from, three states:  California, Florida and Texas.  Additionally, at 
December 31, 2008, we had concentrations in six major metropolitan areas, South Florida, Atlanta, the 
Los Angeles area, the San Francisco Bay area, Orlando and Dallas, which together represented approximately 
34% of our Hotel EBITDA for the year ended December 31, 2008.  Therefore, adverse economic, seismic or 
weather conditions in these states or metropolitan areas may have a greater adverse effect on us than on the 
industry as a whole.  
 
 The termination of management agreements relating to two hotels may result in liquidated damages.  
In 2008, we identified two Holiday Inn hotels in Florida operating under management agreements with IHG as 
candidates to be sold.  These hotels were originally designated for redevelopment with condominiums, but 
market conditions in Florida no longer make these condominium projects feasible.  We also determined that the 
major capital expenditures necessary to retain the Holiday Inn flags at these hotels were not in the best interests 
of our unitholders, given the shortened hold period for these hotels.  We have agreed with IHG that the 
management agreements for one hotel will be terminated June 30, 2009, and the other hotel will be terminated 
December 31, 2009.  Following termination (or earlier sale) of each hotel, we will be required to pay 
replacement management fees for up to one year and liquidated damages (net of any replacement management 
fees previously paid) at the end of that year; or reinvest in another hotel to be managed by IHG and carrying an 
IHG brand.  Given the current state of the economy and the market for hotel acquisitions, sale of either hotel or 
substitution of a replacement hotel appears unlikely prior to the relevant dates, and we will likely have to pay 
IHG at least some portion of replacement management fees and/or liquidated damages. Liquidated damages are 
computed based on operating results of a hotel prior to termination, and we expect that the aggregate liability 
related to these hotels, if paid, could be approximately $11 million.  We have accrued the full amount of 
liquidated damages in 2008. 
 

We are subject to possible adverse effects of management, franchise and license agreement 
requirements.  All of our hotels are operated under existing management, franchise or license agreements with 
nationally recognized hotel companies.  Each agreement requires that the licensed hotel be maintained and 
operated in accordance with specific standards and restrictions in order to maintain uniformity within the brand.  
Compliance with these standards, and changes in these standards, could require us to incur significant expenses 
or capital expenditures, which could adversely affect our results of operations and ability to pay distributions to 
our unitholders and service on our indebtedness. 

 
We are subject to the risks of brand concentration.  We are subject to the potential risks associated with 

the concentration of our hotels under a limited number of brands.  A negative public image or other adverse 
event that becomes associated with the brand could adversely affect hotels operated under that brand.   
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The following table reflects the percentage of Hotel EBITDA from our 85 Consolidated Hotels at 
December 31, 2008 by brand: 
 

  
 
Hotels 

 
 
 

% of 2008
Hotel 

EBITDA(a) 

Embassy Suites Hotels ...................................... 47   55 % 
Holiday Inn ....................................................... 17   19  
Sheraton and Westin ......................................... 9   12  
Doubletree ......................................................... 7   7  
Renaissance and Hotel 480(b) ............................ 3   5  
Hilton ................................................................ 2   2

 
(a) Hotel EBITDA is a non-GAAP financial measure.  A detailed reconciliation and further 

discussion of Hotel EBITDA is contained in the “Non-GAAP Financial Measures” section of 
Management’s Discussion and Analysis of Financial Condition and Results of Operations in 
Item 7 of this Annual Report. 

(b) On April 1, 2009, Hotel 480 will begin operating as a Marriott hotel.   
 
 If any of these brands suffer a significant decline in popularity with the traveling public, the revenues 
and profitability of our branded hotels could be adversely affected. 

 
The lodging business is seasonal in nature.  Generally, hotel revenues for our hotel portfolio are greater 

in the second and third calendar quarters than in the first and fourth calendar quarters, although this may not be 
true for hotels in major tourist destinations.  Revenues for hotels in tourist areas generally are substantially 
greater during tourist season than other times of the year.  We expect that seasonal variations in revenue at our 
hotels will cause quarterly fluctuations in our revenues.   
 
Future terrorist activities may adversely affect, and create uncertainty in, our business. 

 
Terrorism in the United States or elsewhere could have an adverse effect on our business, although the 

degree of impact will depend on a number of factors, including the U.S. and global economies and global 
financial markets.  Previous terrorist attacks in the United States and subsequent terrorism alerts have adversely 
affected the travel and hospitality industries over the past several years.  Such attacks, or the threat of such 
attacks, could have a material adverse effect on our business, our ability to finance our business, our ability to 
insure our properties, and/or our results of operations and financial condition, as a whole. 
 
As a REIT, FelCor is subject to specific tax laws and regulations, the violation of which could subject us to 
significant tax liabilities. 

 
The federal income tax laws governing REITs are complex.  FelCor has operated, and intends to 

continue to operate, in a manner that is intended to enable it to qualify as a REIT under the federal income tax 
laws.  The REIT qualification requirements are extremely complicated, and interpretations of the federal income 
tax laws governing qualification as a REIT are limited.  Accordingly, we cannot be certain that FelCor has been, 
or will continue to be, successful in operating so as to qualify as a REIT.   

 
The federal income tax laws governing REITs are subject to change.  At any time, the federal income 

tax laws governing REITs or the administrative interpretations of those laws may be amended.  These new laws, 
interpretations, or court decisions may change the federal income tax laws relating to, or the federal income tax 
consequences of, qualification as a REIT. Any of these new laws or interpretations may take effect retroactively 
and could adversely affect us. 
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Failure to make required distributions would subject FelCor to tax.  Each year, a REIT must pay out to 
its stockholders at least 90% of its taxable income, other than any net capital gain.  To the extent that FelCor 
satisfies the 90% distribution requirement, but distributes less than 100% of its taxable income, it will be subject 
to federal corporate income tax on its undistributed taxable income.  In addition, it will be subject to a 4% 
nondeductible tax if the actual amount it pays out to its stockholders in a calendar year is less than the minimum 
amount specified under federal tax laws.  FelCor’s only source of funds to make such distributions comes from 
distributions from FelCor LP.  Accordingly, we may be required to borrow money or sell assets to enable FelCor 
to pay out enough of its taxable income to satisfy the distribution requirements and to avoid corporate income tax 
and the 4% tax in a particular year. 

 
Failure to qualify as a REIT would subject FelCor to federal income tax.  If FelCor fails to qualify as a 

REIT in any taxable year, it would be subject to federal income tax at regular corporate rates on its taxable 
income for any such taxable year for which the statute of limitations remains open.  We might need to borrow 
money or sell hotels in order to obtain the funds necessary to pay any such tax.  If FelCor ceases to be a REIT, it 
no longer would be required to distribute most of its taxable income to its stockholders.  Unless FelCor’s failure 
to qualify as a REIT was excused under federal income tax laws, it could not re-elect REIT status until the fifth 
calendar year following the year in which it failed to qualify. 

 
We lack control over the management and operations of our hotels.  Because federal income tax laws 

restrict REITs and their subsidiaries from operating hotels, we do not manage our hotels.  Instead, we are 
dependent on the ability of independent third-party managers to operate our hotels pursuant to management 
agreements.  As a result, we are unable to directly implement strategic business decisions for the operation and 
marketing of our hotels, such as decisions with respect to the setting of room rates, the salary and benefits 
provided to hotel employees, the conduct of food and beverage operations and similar matters.  While our 
taxable REIT subsidiaries monitor the third-party manager’s performance, we have limited specific recourse 
under our management agreements if we believe the third-party managers are not performing adequately.  
Failure by our third-party managers to fully perform the duties agreed to in our management agreements could 
adversely affect our results of operations.  In addition, our third-party managers or their affiliates manage hotels 
that compete with our hotels, which may result in conflicts of interest.  As a result, our third-party managers may 
have in the past made and may in the future make decisions regarding competing lodging facilities that are not or 
would not be in our best interests. 

 
Complying with FelCor’s REIT requirements may cause us to forego attractive opportunities that could 
otherwise generate strong risk-adjusted returns and instead pursue less attractive opportunities, or none at all.  
 

To continue to qualify as a REIT for federal income tax purposes, FelCor must continually satisfy tests 
concerning, among other things, the sources of its income, the nature and diversification of its assets, the 
amounts it distributes to its stockholders and the ownership of its stock. Thus, compliance with the REIT 
requirements may hinder our ability to operate solely on the basis of generating strong risk-adjusted returns on 
invested capital for our unitholders.  

 
Complying with FelCor’s REIT requirements may force us to liquidate otherwise attractive investments, 
which could result in an overall loss on our investments.  
 

To continue to qualify as a REIT, FelCor must also ensure that at the end of each calendar quarter at 
least 75% of the value of its assets consists of cash, cash items, government securities and qualified REIT real 
estate assets. The remainder of its investment in securities (other than government securities and qualified real 
estate assets) generally cannot include more than 10% of the outstanding voting securities of any one issuer or 
more than 10% of the total value of the outstanding securities of any one issuer. In addition, in general, no more 
than 5% of the value of its assets (other than government securities and qualified real estate assets) can consist of 
the securities of any one issuer, and no more than 20% of the value of its total securities can be represented by 
securities of one or more TRSs.  If FelCor fails to comply with these requirements at the end of any calendar 
quarter, it must correct such failure within 30 days after the end of the calendar quarter to avoid losing its REIT 
status and suffering adverse tax consequences. If FelCor fails to comply with these requirements at the end of 
any calendar quarter, it may be able to preserve its REIT status by benefiting from certain statutory relief 
provisions. Except with respect to a de minimis failure of the 5% asset test or the 10% vote or value test, FelCor 
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can maintain its REIT status only if the failure was due to reasonable cause and not to willful neglect. In that 
case, FelCor will be required to dispose of the assets causing the failure within six months after the last day of 
the quarter in which it identified the failure, and it will be required to pay an additional tax of the greater of 
$50,000 or the product of the highest applicable tax rate (currently 35%) multiplied by the net income generated 
on those assets. As a result, we may be required to liquidate otherwise attractive investments.  
 
We own, and may acquire, interests in hotel joint ventures with third parties that expose us to some risk of 
additional liabilities or capital requirements. 

 
We own, through our subsidiaries, interests in several real estate joint ventures with third parties.  Joint 

ventures that are not consolidated into our financial statements owned a total of 17 hotels, in which we had an 
aggregate investment of $95 million, at December 31, 2008.  The operations of 13 of these hotels are included in 
our consolidated results of operations due to our majority ownership of the lessees of these hotels.  Our joint 
venture partners are affiliates of Hilton with respect to 11 hotels, affiliates of Starwood with respect to one hotel, 
and private entities or individuals (all of whom are unaffiliated with us) with respect to five hotels.  The ventures 
and hotels were subject to non-recourse mortgage loans aggregating $224 million at December 31, 2008. 

 
The personal liability of our subsidiaries under existing non-recourse loans secured by the hotels owned 

by our joint ventures is generally limited to the guaranty of the borrowing ventures’ personal obligations to pay 
for the lender’s losses caused by misconduct, fraud or misappropriation of funds by the ventures and other 
typical exceptions from the non-recourse covenants in the mortgages, such as those relating to environmental 
liability.  We may invest in other ventures in the future that own hotels and have recourse or non-recourse debt 
financing.  If a venture defaults under its mortgage loan, the lender may accelerate the loan and demand payment 
in full before taking action to foreclose on the hotel.  As a partner or member in any of these ventures, our 
subsidiary may be exposed to liability for claims asserted against the venture, and the venture may not have 
sufficient assets or insurance to discharge the liability.   

 
Our subsidiaries may be contractually or legally unable to unilaterally control decisions regarding these 

ventures and their hotels.  In addition, the hotels in a joint venture may perform at levels below expectations, 
resulting in potential insolvency unless the joint venturers provide additional funds.  In some ventures, the joint 
venturers may elect not to make additional capital contributions.  We may be faced with the choice of losing our 
investment in a venture or investing additional capital in it with no guaranty of receiving a return on that 
investment. 
 
FelCor’s directors may have interests that may conflict with our interests. 

 
A director of FelCor who has a conflict of interest with respect to an issue presented to FelCor’s board 

will have no inherent legal obligation to abstain from voting upon that issue.  FelCor does not have provisions in 
its bylaws or charter that require an interested director to abstain from voting upon an issue, and it does not 
expect to add provisions in its charter and bylaws to this effect.  Although each director of FelCor has a fiduciary 
duty of loyalty to us, there is a risk that, should an interested director vote upon an issue in which a director or 
one of his or her affiliates has an interest, his or her vote may reflect a bias that could be contrary to our best 
interests.  In addition, even if an interested director abstains from voting, that director’s participation in the 
meeting and discussion of an issue in which they have, or companies with which he or she is associated have, an 
interest could influence the votes of other directors regarding the issue. 

 
Departure of key personnel would deprive us of the institutional knowledge, expertise and leadership they 
provide. 

 
FelCor’s executive management team includes its President and Chief Executive Officer and four 

Executive Vice Presidents.  The persons in these positions generally possess institutional knowledge about our 
organization and the hospitality or real estate industries, have significant expertise in their fields, and possess 
leadership skills that are important to our operations.  The loss of any of its executive officers could adversely 
affect our ability to execute our business strategy. 
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FelCor’s charter contains limitations on ownership and transfer of shares of its stock that could adversely 
affect attempted transfers of FelCor’s capital stock. 

 
To maintain FelCor’s status as a REIT, no more than 50% in value of its outstanding stock may be 

owned, actually or constructively, under the applicable tax rules, by five or fewer persons during the last half of 
any taxable year.  FelCor’s charter prohibits, subject to some exceptions, any person from owning more than 
9.9%, as determined in accordance with the Internal Revenue Code and the Securities Exchange Act of 1934, of 
the number of outstanding shares of any class of its stock.  FelCor’s charter also prohibits any transfer of its 
stock that would result in a violation of the 9.9% ownership limit, reduce the number of stockholders below 100 
or otherwise result in its failure to qualify as a REIT.  Any attempted transfer of shares in violation of FelCor’s 
charter prohibitions will be void, and the intended transferee will not acquire any right in those shares.  FelCor 
has the right to take any lawful action that it believes is necessary or advisable to ensure compliance with these 
ownership and transfer restrictions and to preserve its status as a REIT, including refusing to recognize any 
transfer of stock in violation of its charter. 

 
Some provisions in FelCor’s charter and bylaws and Maryland law make a takeover more difficult. 

 
Ownership Limit.  The ownership and transfer restrictions of FelCor’s charter may have the effect of 

discouraging or preventing a third party from attempting to gain control of it without the approval of its board of 
directors.  Accordingly, it is less likely that a change in control, even if beneficial to FelCor’s stockholders, could 
be effected without the approval of its board. 

 
Staggered Board.  FelCor’s board of directors is divided into three classes.  Directors in each class are 

elected for terms of three years.  As a result, the ability of stockholders to effect a change in control of FelCor 
through the election of new directors is limited by the inability of stockholders to elect a majority of FelCor’s 
board at any particular meeting. 

 
Authority to Issue Additional Shares.  Under FelCor’s charter, its board of directors may issue up to an 

aggregate of 20 million shares of preferred stock without stockholder action.  The preferred stock may be issued, 
in one or more series, with the preferences and other terms designated by its board that may delay or prevent a 
change in control of FelCor, even if the change is in the best interests of its stockholders.  As of December 31, 
2008, FelCor  had outstanding 12,880,475 shares of its Series A preferred stock and 67,980 shares, represented 
by 6,798,000 depositary shares, of its Series C preferred stock.  FelCor has contributed the proceeds of all of its 
preferred stock to us in exchange for preferred units.  The preference on these units is the same as FelCor’s 
preferred stock. 

 
Maryland Takeover Statutes.  As a Maryland corporation, FelCor is subject to various provisions under 

the Maryland General Corporation Law, including the Maryland Business Combination Act, that may have the 
effect of delaying or preventing a transaction or a change in control that might involve a premium price for the 
stock or otherwise be in the best interests of its stockholders.  Under the Maryland business combination statute, 
some “business combinations,” including some issuances of equity securities, between a Maryland corporation 
and an “interested stockholder,” which is any person who beneficially owns 10% or more of the voting power of 
the corporation’s shares, or an affiliate of that stockholder, are prohibited for five years after the most recent date 
on which the interested stockholder becomes an interested stockholder.  Any of these business combinations 
must be approved by a stockholder vote meeting two separate super majority requirements, unless, among other 
conditions, the corporation’s common stockholders receive a minimum price, as defined in the statute, for their 
shares and the consideration is received in cash or in the same form as previously paid by the interested 
stockholder for its common shares.  FelCor’s charter currently provides that the Maryland Control Share 
Acquisition Act will not apply to any of its existing or future stock.  That statute may deny voting rights to shares 
involved in an acquisition of one-tenth or more of the voting stock of a Maryland corporation.  To the extent 
these or other laws are applicable to FelCor or us, they may have the effect of delaying or preventing a change in 
control of FelCor even though beneficial to its stockholders. 
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Item 1B.  Unresolved Staff Comments 
 
 None. 
 
Item 2.     Properties 
 
 We own a diversified portfolio of nationally branded, upscale hotels managed and branded by Hilton, IHG, 
Starwood and Marriott.  We consider our hotels, generally, to be high quality lodging properties with respect to 
desirability of location, size, facilities, physical condition, quality and variety of services offered in the markets in 
which they are located.  Our hotels are designed to appeal to a broad range of hotel customers, including frequent 
business travelers, groups and conventions, as well as leisure travelers.  The hotels generally feature comfortable, 
modern guest rooms, meeting and convention facilities and full-service restaurant and catering facilities.  Our 
Consolidated Hotels are located in the United States (83 hotels in 23 states) and Canada (two hotels in Ontario), and 
are situated primarily in major markets near suburban, downtown, airport or resort areas.  The following tables 
illustrate the distribution of our 85 Consolidated Hotels at December 31, 2008. 
 

Top Markets 
 

Hotels 
  

Rooms
 % of 

Total Rooms 
 % of 2008 

Hotel EBITDA(a) 
South Florida  5 1,439  6  7  
San Francisco area 6 2,141  9  6  
Atlanta 5 1,462  6  6  
Los Angeles area 4 899  4  6  
Orlando 5 1,690  7  5  
Dallas 4 1,333  5  4  
Philadelphia 2 729  3  4  
Northern New Jersey 3 756  3  4  
Minneapolis 3 736  3  4  
San Diego 1 600  2  4  
Phoenix 3 798  3  3  
San Antonio 3 874  3  3  
Chicago 3 795  3  3  
Boston 2 532  2  3  
Washington, D.C. 1 443  2  2  
      
Location       
Suburban 35 8,781  35  34  
Urban 20 6,361  25  26  
Airport 18 5,788  24  24  
Resort 12 4,079  16  16  

 
(a) Hotel EBITDA is a non-GAAP financial measure.  A detailed reconciliation and further 

discussion of Hotel EBITDA is contained in the “Non-GAAP Financial Measures” section of 
Management’s Discussion and Analysis of Financial Condition and Results of Operations in 
Item 7 of this Annual Report. 
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We are committed to maintaining the high standards of our hotels.  Our hotels have an average of 
294 rooms, with six hotels having 500 or more rooms.  Although obsolescence arising from age and condition of 
facilities can adversely affect our hotels, we spent approximately $450 million on capital expenditures over a 
30 month period commencing in 2006 to upgrade and renovate all of our hotels to enhance or maintain their 
competitive position.  During 2008, our pro rata share of capital expenditures spent on consolidated and 
unconsolidated hotels, including renovations and redevelopment projects, was $156.2 million.  We also spent 
6.5% of our consolidated room revenue on maintenance and repair expense. 
 
Hotel Brands 
 

 Part of our business strategy is to have our hotels managed by some of the nation’s most recognized and 
respected hotel brand owners.  The following table illustrates the distribution of our Consolidated Hotels among 
our brands at December 31, 2008. 

 
Brand Distribution 

 
 
Brand Hotels Rooms

% of
Total Rooms

% of 2008 
Hotel EBITDA(a)

Embassy Suites Hotels 47 12,132 49 55  
Holiday Inn 17 6,306 25 19  
Sheraton and Westin 9 3,217 13 12  
Doubletree  7 1,471 6 7  
Renaissance and Hotel 480(b) 3 1,324 5 5  

Hilton  2 559 2 2  
 

(a) Hotel EBITDA is a non-GAAP financial measure.  A detailed reconciliation and further discussion 
of Hotel EBITDA is contained in the “Non-GAAP Financial Measures” section of Management’s 
Discussion and Analysis of Financial Condition and Results of Operations in Item 7 of this Annual 
Report. 

(b) On April 1, 2009, Hotel 480 is scheduled to be rebranded as a Marriott. 
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Hotel Operating Statistics 
 
  The following tables set forth average historical Occupancy (occupied rooms), ADR and RevPAR for 
the years ended December 31, 2008 and 2007, and the percentage changes therein for the periods presented for 
our Consolidated Hotels. 
 

Operating Statistics by Brand 

 
 Occupancy (%) 
 Year Ended December 31, 
 2008 2007 %Variance 
Embassy Suites Hotels 72.9 71.7 1.7  
Holiday Inn 71.8 69.1 4.0  
Sheraton and Westin 65.8 68.1 (3.3 ) 
Doubletree 73.5 71.7 2.5  
Renaissance and Hotel 480(a) 62.7 71.6 (12.3 ) 
Hilton 60.6 60.2 0.7  
   
Total hotels  70.9 70.3 0.9  
   
   
   
 ADR ($) 
 Year Ended December 31, 
 2008 2007 %Variance 
Embassy Suites Hotels 143.54 143.10 0.3  
Holiday Inn 120.18 117.59 2.2  
Sheraton and Westin 124.61 126.77 (1.7 ) 
Doubletree 141.62 143.11 (1.0 ) 
Renaissance and Hotel 480(a) 173.98 175.21 (0.7 ) 
Hilton 126.12 127.75 (1.3 ) 
   
Total hotels  136.32 136.17 0.1  
   
   
   
 RevPAR ($) 
 Year Ended December 31, 
 2008 2007 %Variance 
Embassy Suites Hotels 104.57 102.54 2.0  
Holiday Inn 86.34 81.22 6.3  
Sheraton and Westin 82.05 86.33 (5.0 ) 
Doubletree 104.03 102.55 1.4  
Renaissance and Hotel 480(a) 109.17 125.37 (12.9 ) 
Hilton 76.38 76.86 (0.6 ) 
   
Total hotels  96.67 95.71 1.0  

 

(a) Decreases in occupancy, ADR and RevPAR principally relate to renovation-related 
disruption at Hotel 480.  For comparison purposes only, we have included historical room 
statistics for two hotels acquired in December 2007 for periods prior to our ownership. 
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Operating Statistics for Our Top Markets 
 

 Occupancy (%) 
 Year Ended December 31, 

 2008 2007 %Variance 
South Florida 76.9 73.2 5.1  
San Francisco area 74.5 76.6 (2.6 ) 
Atlanta 72.4 73.2 (1.1 ) 
Los Angeles area 74.5 74.5 -     
Orlando 76.2 76.8 (0.7 ) 
Dallas 65.9 65.0 1.3  
Philadelphia 72.9 68.9 5.8  
Northern New Jersey 71.1 72.0 (1.2 ) 
Minneapolis 70.6 74.8 (5.7 ) 
San Diego 78.5 74.5 5.4  
Phoenix 62.6 67.3 (7.1 ) 
San Antonio 78.1 73.7 6.0  
Chicago 71.9 71.5 0.5  
Boston 79.2 68.6 15.4  
Washington, D.C. 57.8 65.7 (11.9 ) 
 ADR ($) 
 Year Ended December 31, 
 2008 2007 %Variance 
South Florida 148.82 151.23 (1.6 ) 
San Francisco area 143.36 141.59 1.2  
Atlanta 120.93 122.66 (1.4 ) 
Los Angeles area 157.20 158.71 (1.0 ) 
Orlando 106.46 105.62 0.8  
Dallas 124.48 123.83 0.5  
Philadelphia 151.60 138.88 9.2  
Northern New Jersey 162.37 157.02 3.4  
Minneapolis 144.82 144.24 0.4  
San Diego 157.47 154.92 1.6  
Phoenix 147.42 146.03 1.0  
San Antonio 112.90 109.66 3.0  
Chicago 126.75 131.68 (3.7 ) 
Boston 154.30 158.52 (2.7 ) 
Washington, D.C. 154.37 164.66 (6.2 ) 
 RevPAR ($) 
 Year Ended December 31, 
 2008 2007 %Variance 
South Florida 114.42 110.67 3.4  
San Francisco area 106.87 108.42 (1.4 ) 
Atlanta 87.60 89.85 (2.5 ) 
Los Angeles area 117.10 118.26 (1.0 ) 
Orlando 81.16 81.11 0.1  
Dallas 81.99 80.47 1.9  
Philadelphia 110.55 95.68 15.5  
Northern New Jersey 115.49 113.07 2.1  
Minneapolis 102.21 107.91 (5.3 ) 
San Diego 123.64 115.36 7.2  
Phoenix 92.23 98.32 (6.2 ) 
San Antonio 88.21 80.84 9.1  
Chicago 91.11 94.18 (3.3 ) 
Boston 122.15 108.72 12.4  
Washington, D.C. 89.24 108.10 (17.4 ) 
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 Embassy Suites Hotels 
 

Embassy Suites Hotels is the nation’s largest brand of upscale, all-suite hotels with more total suites 
than any of its competitors.  Created in 1983, Embassy Suites Hotels was a pioneer in the all-suite concept and 
today is a market share leader with more than 190 hotels in the United States, Canada and Latin America.  
Embassy Suites Hotels, part of the Hilton family of hotels, maintains a commanding presence in this segment in 
terms of system size, geographic distribution, brand-name recognition and operating performance.  As part of the 
Hilton family, the hotels enjoy the advantages of the Hilton HHonors frequent guest program.  Each Embassy 
Suites Hotel features spacious two-room suites featuring a separate living area, private bedroom, a mini-kitchen 
and other convenient, value-added guest services and amenities. 
 
 Doubletree Hotels 
 

Doubletree hotels are a growing collection of upscale accommodations in more than 150 gateway cities, 
metropolitan areas and vacation destinations throughout the United States, Canada and Latin America.  As part 
of the Hilton family, in addition to the advantages of the award winning Hilton HHonors frequent guest program, 
these brands offer comfortable accommodations, meeting facilities, exceptional dining options, health and fitness 
facilities, state-of-the art technology, and other amenities and services to both business and leisure travelers. 
 
 Holiday Inn  
 

The Holiday Inn brand is one of the most widely recognized lodging brands in the world, with nearly 
1,400 properties worldwide.  The brand offers today’s business and leisure travelers dependability, friendly 
service and modern, attractive facilities at an excellent value.  Holiday Inn is also a member of the award 
winning Priority Club frequent guest program.  Holiday Inn guests enjoy amenities such as restaurants and room 
service, relaxing lounges, swimming pools and fitness centers, as well as 24-hour business services and meeting 
facilities. 
 
 Sheraton Hotels & Resorts 
 
 With more than 400 hotels and resorts in approximately 70 countries, Sheraton Hotels & Resorts is the 
largest brand in the Starwood Hotels & Resorts Worldwide, Inc. system.  Located in major cities and resort 
destinations, Sheraton hotels serve the needs of both business and leisure travelers.  At all Sheraton hotels, guests 
find full-service dining facilities and room service, on-site fitness centers with a swimming pool, on-site business 
services, laundry/valet services and meeting facilities for groups of all sizes.  Guestrooms include generous work 
desks and televisions with cable/satellite channels.  Sheraton hotels are part of the Starwood Preferred Guest 
frequent traveler program. 

 
 Renaissance Hotels & Resorts 
 
  Renaissance Hotels & Resorts is a distinctive and global quality-tier full-service brand that targets 
individual business and leisure travelers and group meetings seeking stylish and personalized environments.  
There are 143 Renaissance Hotels & Resorts with 75 United States locations and 68 international locations.  
Renaissance hotels participate in the Marriott Rewards frequent traveler program. 

 
 Other Hotels 
 

As of December 31, 2008, four of our hotels were operated under other flags: Hilton (two hotels), 
Westin and Hotel 480.  On April 1, 2009, Hotel 480 is scheduled to be rebranded as a Marriott. 
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Hotel Portfolio  
 

The following table sets forth certain descriptive information regarding the 89 hotels in which we held 
ownership interests at December 31, 2008: 

 
 State Rooms % Owned(a)  Brand  

Consolidated Hotels      
Birmingham(b) AL   242   Embassy Suites Hotel  
Phoenix – Biltmore(b) AZ   232   Embassy Suites Hotel  
Phoenix – Crescent(b)  AZ   342   Sheraton 
Phoenix – Tempe(b)  AZ   224   Embassy Suites Hotel  
Anaheim – North(b) CA   222   Embassy Suites Hotel  
Dana Point – Doheny Beach CA   196   Doubletree Guest Suites
Indian Wells – Esmeralda Resort & Spa(b) CA 560  Renaissance Resort 
Los Angeles – International Airport –South CA   349  97% Embassy Suites Hotel  
Milpitas – Silicon Valley(b)  CA   266   Embassy Suites Hotel  
Napa Valley(b) CA   205   Embassy Suites Hotel  
Oxnard – Mandalay Beach – Hotel & Resort CA   248   Embassy Suites Hotel  
San Diego – On the Bay CA   600   Holiday Inn 
San Francisco – Airport/Burlingame CA   340   Embassy Suites Hotel  
San Francisco – Airport/South San Francisco (b) CA   312   Embassy Suites Hotel  
San Francisco – Fisherman’s Wharf CA   585   Holiday Inn 
San Francisco – Hotel 480  CA   403   Independent(c) 
San Rafael – Marin County(b)  CA   235  50% Embassy Suites Hotel  
Santa Barbara – Goleta CA   160   Holiday Inn 
Santa Monica Beach – at the Pier CA 132  Holiday Inn 
Wilmington(b) DE   244  90% Doubletree 
Boca Raton(b)  FL   263   Embassy Suites Hotel  
Cocoa Beach – Oceanfront FL   500   Holiday Inn 
Deerfield Beach –Resort & Spa(b) FL   244   Embassy Suites Hotel  
Ft. Lauderdale – 17th Street(b)  FL   361   Embassy Suites Hotel  
Ft. Lauderdale – Cypress Creek(b)  FL   253   Sheraton Suites 
Jacksonville – Baymeadows(b) FL   277   Embassy Suites Hotel  
Miami – International Airport(b)  FL   318   Embassy Suites Hotel  
Orlando – International Airport(b) FL   288   Holiday Inn  
Orlando – International Drive Resort FL   652  Holiday Inn 
Orlando – International Drive South/Convention(b)  FL   244   Embassy Suites Hotel  
Orlando– North FL   277   Embassy Suites Hotel  
Orlando – Walt Disney World Resort  FL   229   Doubletree Guest Suites
St. Petersburg – Vinoy Resort & Golf Club(b) FL 361  Renaissance Resort 
Tampa – Tampa Bay(b) FL   203   Doubletree Guest Suites
Atlanta – Airport(b) GA   232   Embassy Suites Hotel  
Atlanta – Buckhead(b)  GA   316   Embassy Suites Hotel  
Atlanta – Galleria(b) GA   278   Sheraton Suites 
Atlanta – Gateway – Atlanta Airport GA   395   Sheraton 
Atlanta – Perimeter Center(b) GA   241  50% Embassy Suites Hotel  
Chicago – Lombard/Oak Brook(b) IL 262 50% Embassy Suites Hotel  
Chicago – North Shore/Deerfield (Northbrook) (b) IL 237  Embassy Suites Hotel  
Chicago – Gateway – O’Hare(b) IL 296  Sheraton Suites 
Indianapolis – North(b) IN 221 75% Embassy Suites Hotel  
Kansas City – Overland Park(b)  KS 199 50% Embassy Suites Hotel  
Lexington – Lexington Green(b) KY 174  Hilton Suites 
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Hotel Portfolio Listing (continued) 
 

 State Rooms % Owned(a)   Brand  
Baton Rouge(b) LA 223  Embassy Suites Hotel  
New Orleans – Convention Center(b)  LA 370  Embassy Suites Hotel  
New Orleans – French Quarter LA 374  Holiday Inn 
Boston – at Beacon Hill MA 303  Holiday Inn  
Boston – Marlborough(b) MA 229  Embassy Suites Hotel  
Baltimore – at BWI Airport(b) MD 251 90% Embassy Suites Hotel  
Bloomington(b)  MN 218  Embassy Suites Hotel  
Minneapolis – Airport(b) MN 310  Embassy Suites Hotel  
St. Paul – Downtown(b) MN 208  Embassy Suites Hotel 
Kansas City – Plaza MO 266 50% Embassy Suites Hotel 
Charlotte(b)  NC 274 50% Embassy Suites Hotel 
Charlotte – SouthPark NC 208  Doubletree Guest Suites 
Raleigh/Durham(b) NC 203  Doubletree Guest Suites 
Raleigh – Crabtree(b)  NC 225 50% Embassy Suites Hotel 
Parsippany(b)  NJ 274 50% Embassy Suites Hotel 
Piscataway – Somerset(b) NJ 221  Embassy Suites Hotel 
Secaucus – Meadowlands(b) NJ 261 50% Embassy Suites Hotel 
Philadelphia – Historic District PA 364  Holiday Inn 
Philadelphia – Society Hill(b) PA 365  Sheraton 
Pittsburgh – at University Center (Oakland) PA 251  Holiday Inn  
Charleston – Mills House(b) SC 214  Holiday Inn 
Myrtle Beach – Oceanfront Resort SC 255  Embassy Suites Hotel 
Myrtle Beach Resort SC 385  Hilton 
Nashville – Airport – Opryland Area TN 296  Embassy Suites Hotel 
Nashville – Opryland – Airport (Briley Parkway) TN 383  Holiday Inn  
Austin(b) TX 188 90% Doubletree Guest Suites 
Austin – Central(b) TX 260 50% Embassy Suites Hotel 
Corpus Christi(b) TX 150  Embassy Suites Hotel 
Dallas – DFW International Airport South(b) TX 305  Embassy Suites Hotel 
Dallas – Love Field(b) TX 248  Embassy Suites Hotel 
Dallas – Market Center TX 244  Embassy Suites Hotel 
Dallas – Park Central TX 536 60% Westin 
Houston – Medical Center TX 287  Holiday Inn  
San Antonio – International Airport(b) TX 261 50% Embassy Suites Hotel 
San Antonio – International Airport(b) TX 397  Holiday Inn  
San Antonio – NW I-10(b) TX 216 50% Embassy Suites Hotel 
Burlington Hotel & Conference Center(b) VT 309  Sheraton 
Vienna – Premiere at Tysons Corner(b) VA 443 50% Sheraton  
Canada     
Toronto – Airport Ontario 446  Holiday Inn  
Toronto – Yorkdale Ontario 370  Holiday Inn 
Unconsolidated Operations      
Hays – Convention Center(b)(d) KS 191 50% Ramada 
Salina(b) KS 192 50% Holiday Inn 
Salina – I-70(b) KS 93 50% Holiday Inn Express  
New Orleans – French Quarter – Chateau LeMoyne(b) LA 171 50% Holiday Inn 

 

 

(a) We own 100% of the real estate interests unless otherwise noted. 
(b) This hotel was encumbered by mortgage debt or a capital lease obligation at December 31, 2008. 
(c) On April 1, 2009, Hotel 480 is scheduled to be rebranded as a Marriott. 
(d) This hotel was sold in January 2009. 
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Management Agreements   
 

At December 31, 2008, of our 85 Consolidated Hotels, (i) Hilton subsidiaries managed 54 hotels, 
(ii) IHG subsidiaries managed 17 hotels, (iii) Starwood subsidiaries managed nine hotels, (iv) Marriott 
subsidiaries managed three hotels, and (v) independent management companies managed two hotels. 

 
The management agreements governing the operation of 37 of our Consolidated Hotels contain the right 

and license to operate the hotels under the specified brands.  No separate franchise agreements or payment of 
separate franchise fees are required for the operation of these 37 hotels. These hotels are managed by (i) IHG 
under the Holiday Inn brand, (ii) Starwood under the Sheraton and Westin brands, (iii) Hilton under the 
Doubletree and Hilton (this applies to our Hilton Myrtle Beach; our Hilton Suites Lexington has separate 
franchise fees) brands and (iv) Marriott under the Renaissance brand and, as of April 2009, the Marriott brand. 
 

Management Fees.   
 
The minimum base management fees under our management agreements for our Consolidated Hotels 

are generally as follows: 
 

Brand Hotels (#) Fee 
Hilton Managed Hotels    
Embassy Suites Hotels 45  2% of total revenue 
Doubletree 7  2% - 3% of total revenue 
Hilton 2  2% - 2.75% of total revenue 
    
IHG Managed Hotels    
Holiday Inn 17  2% of total revenue plus 5% of room revenue 

 
The IHG management agreements generally require payment of an incentive management fee on a hotel 
by hotel basis measured as a percentage of hotel net operating income, as defined in the agreements.  
These incentive management fees for each hotel are subordinated to an 8.5% return on our investment 
basis in the hotel and limited to 2.5% of the hotel’s revenues.   
 

Starwood Managed Hotels    
Sheraton 8  2% of total revenue 
Westin 1  2% of total revenue 
    
Marriott Managed Hotels    
Renaissance 2  3% of total revenue 
Hotel 480  1  3% of total revenue 

 
The Marriott and Renaissance management agreements generally require payment of an incentive 
management fee on a hotel by hotel basis measured as a percentage of hotel net cash flow, as defined in 
the agreements.  These incentive management fees for each hotel are subordinated to an “Owner’s 
Priority” payment representing a certain return on our investment basis in the hotel and are not subject to 
any cap. 
 

Other Managers 2  2% of total revenue 
 
The management agreements with Hilton, Starwood and other managers generally provide for an 
incentive management fee based on a percentage of the hotel’s net income before overhead up to an 
additional 2% of revenues, on a hotel by hotel basis, or, an incentive management fee measured as a 
percentage of cash flow, subordinated to a 12% return on our investment basis in the hotel, subject to the 
same 2% of revenues maximum.   
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The management fees we paid with respect to hotels during each of the past three years are as follows 
(in thousands): 

 
 Management Fees Paid During 

Year Ended December 31, 
Manager 2008  2007  2006 

Hilton ..................................................$ 12,938  $ 11,491 $ 10,527 
IHG ..................................................... 17,489   17,512  15,928 
Starwood ............................................. 4,452   5,783  6,956 
Marriott ............................................... 3,175   66  -    
Other ................................................... 356   345  339 
Total ....................................................$ 38,410  $ 35,197 $ 33,750 

 
Term and Termination.  The management agreements with IHG terminate in 2009 for 2 hotels, 2025 for 

14 hotels and 2018 for one hotel.  The management agreements with Marriott terminate in 2025 for our 
Renaissance hotels and 2029 for our San Francisco hotel, and these agreements may be extended to 2055 and 
2039, respectively, at Marriott’s option.  The management agreements with our other managers generally have 
initial terms of between 5 and 20 years, and the agreements are generally renewable beyond the initial term only 
upon the mutual written agreement of the parties.  The management agreements covering our hotels expire, 
subject to any renewal rights, as follows: 

 

 Number of Management Agreements Expiring in 
Brand 2009  2010  2011  2012 2013 Thereafter

Embassy Suites .................  7 5 18 12 3   2  
Sheraton – Westin .............  0 0 0 0 0   9  
Doubletree .........................  0 0 3 2 1   1  
Holiday Inn .......................  2 0 0 0 0   15  
Renaissance – Marriott ......  0 0 0 0 0   3  
Other .................................  0 0 1 0 0   1  
Total ..................................  9 5 22 14 4   31  

 
The management agreements are generally terminable upon the occurrence of standard events of default 

or if the hotel subject to the agreement fails to meet certain financial expectations.  Upon termination by either 
party for any reason, we generally will pay all amounts due and owing under the management agreement through 
the effective date of termination.  If an agreement is terminated as a result of a default by us, we may also be 
liable for damages suffered by the manager.  Under the IHG management agreements, we may be required to pay 
IHG a monthly replacement management fee equal to the existing fee structure for up to one year and, thereafter, 
liquidated damages or reinvest the sale proceeds into another hotel to be branded under an IHG brand.  In 
addition, if we breach the agreement, resulting in a default and its termination, or otherwise cause or suffer a 
termination for any reason other than an event of default by IHG, we may be liable for liquidated damages under 
the terms of the management agreement. 
 
 In 2008, we identified two Holiday Inn hotels in Florida operating under management agreements with 
IHG as candidates to be sold.  These hotels were originally designated for redevelopment with condominiums, 
but market conditions in Florida no longer make these condominium projects feasible.  We also determined that 
the major capital expenditures necessary to retain the Holiday Inn flags at these hotels were not in the best 
interests of our unitholders, given the shortened hold period for these hotels.  We have agreed with IHG that the 
management agreements for one hotel will be terminated June 30, 2009, and the other hotel will be terminated 
December 31, 2009.  Following termination (or earlier sale) of each hotel, we will be required to pay 
replacement management fees for up to one year and liquidated damages (net of any replacement management 
fees previously paid) at the end of that year;  or reinvest in another hotel to be managed by IHG and carrying an 
IHG brand.  Given the current state of the economy and the market for hotel acquisitions, sale of either hotel or 
substitution of a replacement hotel appears unlikely prior to the relevant dates, and we will likely have to pay 
IHG at least some portion of replacement management fees and/or liquidated damages. Liquidated damages are 
computed based on operating results of a hotel prior to termination, and we expect that the aggregate liability 
related to these hotels, if paid, could be approximately $11 million.  We have accrued the full amount of 
liquidated damages in 2008. 
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Assignment.  Generally, neither party to a management agreement has the right to sell, assign or transfer 

the agreement to an unaffiliated third party without the prior written consent of the other party to the agreement, 
which consent shall not be unreasonably withheld. A change in control of FelCor will generally require each 
manager’s consent. 
 
Franchise Agreements 
 
 Forty-eight of our Consolidated Hotels operate under franchise or license agreements that are separate 
from our management agreements.  Of these hotels, 47 are operated as Embassy Suites Hotels and one is 
operated as a Hilton Suites. 
 
 The Embassy Suites Hotels franchise license agreements to which we are a party grant us the right to the 
use of the Embassy Suites Hotels name, system and marks with respect to specified hotels and establish various 
management, operational, record-keeping, accounting, reporting and marketing standards and procedures with 
which the licensed hotel must comply.  In addition, the franchisor establishes requirements for the quality and 
condition of the hotel and its furnishings, furniture and equipment, and we are obligated to expend such funds as 
may be required to maintain the hotel in compliance with those requirements.  Typically, our Embassy Suites 
Hotels franchise license agreements provide for payment to the franchisor of a license fee or royalty of 4% to 5% 
of suite revenues.  In addition, we pay approximately 3.5% to 4% of suite revenues as marketing and reservation 
system contributions for the systemwide benefit of Embassy Suites Hotels.  The license fees we paid with respect 
to our Consolidated Hotels, during each of the past three years are as follows (in thousands): 
 

 License Fees Paid During 
Year Ended December 31, 

Brand 2008 2007 2006 
Embassy Suites Hotels ................$ 18,569 $ 18,047 $ 17,183 
Hilton Suites ............................... 299  263  304 
Total ............................................$ 18,868 $ 18,310 $ 17,487 

 
Our typical Embassy Suites Hotels franchise license agreement provides for a term of 10 to 20 years, but 

for the 20 year agreements, we have a right to terminate the license for any particular hotel on the 10th or 15th 
anniversary of the agreement upon payment by us of an amount equal to the fees paid to the franchisor with 
respect to that hotel during the two preceding years.  The agreements provide us with no renewal or extension 
rights.  The agreements are not assignable by us, and a change in control of the franchisee will constitute a 
default on our part.  In the event we breach one of these agreements, in addition to losing the right to use the 
Embassy Suites Hotels name for the operation of the applicable hotel, we may be liable, under certain 
circumstances, for liquidated damages equal to the fees paid to the franchisor with respect to that hotel during the 
three preceding years.  All franchise license agreements covering our hotels all expire after 2013. 
 
Item 3.     Legal Proceedings 
 

At December 31, 2008, there was no litigation pending or known to be threatened against us or affecting 
any of our hotels, other than claims arising in the ordinary course of business or that are not considered to be 
material.  Furthermore, most of these ordinary course of business claims are substantially covered by insurance.  
We do not believe that any claims known to us, individually or in the aggregate, will have a material adverse 
effect on us. 
 
Item 4.     Submission of Matters to a Vote of Security Holders 
 
 Not applicable. 
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PART II 
 
Item 5.     Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of 
Equity Securities 
 
 There is not an established public market for FelCor LP common units.  The units, however, are 
redeemable at the option of the holder for a like number of shares of FelCor common stock or, at the option of 
FelCor, the cash equivalent thereof.  The following information is provided regarding FelCor’s common stock. 
 

FelCor’s common stock is traded on the New York Stock Exchange under the symbol “FCH.” The 
following table sets forth for the indicated periods the high and low sale prices for its common stock, as traded 
on that exchange and dividends declared per share. 
 

  
 

High

 
 

Low 

Dividends 
Declared Per 

Share 
2008       

First quarter ...............................$ 15.69 $ 11.90 $ 0.35  
Second quarter ..........................  15.87  10.39 0.35  
Third quarter .............................  10.67  6.27 0.15  
Fourth quarter ...........................  7.12  0.66 -    
    

2007    
First quarter ...............................$ 26.04 $ 20.59 $ 0.25  
Second quarter ..........................  28.42  23.28 0.30  
Third quarter .............................  29.50  19.00 0.30  
Fourth quarter ...........................  22.74  15.06 0.35  

 
Stockholder Information 
 
 At February16, 2009, FelCor had approximately 240 holders of record of its common stock and 
approximately 38 holders of record of its Series A preferred stock (which is convertible into common stock).  
However, because many of the shares of its common stock and Series A preferred stock are held by brokers and 
other institutions on behalf of stockholders, FelCor believes there are substantially more beneficial holders of its 
common stock and Series A preferred stock than record holders.  At February 16, 2009, we had approximately 
36 holders of FelCor LP common units. 
 
  IN ORDER TO COMPLY WITH CERTAIN REQUIREMENTS RELATED TO FELCOR’S 
QUALIFICATION AS A REIT, FELCOR’S CHARTER LIMITS, SUBJECT TO CERTAIN 
EXCEPTIONS, THE NUMBER OF SHARES OF ANY CLASS OR SERIES OF ITS CAPITAL STOCK 
THAT MAY BE OWNED BY ANY SINGLE PERSON OR AFFILIATED GROUP TO 9.9% OF THE 
OUTSTANDING SHARES OF THAT CLASS OR SERIES. 
 
Distribution Information 
 
 In order to maintain FelCor’s qualification as a REIT, it must make annual distributions to its 
stockholders of at least 90% of its taxable income (other than net capital gains).  For the year ended 
December 31, 2008, 100% of FelCor’s common distribution constituted ordinary dividend income.  For the year 
ended December 31, 2007, approximately 28% of its common distribution constituted a return of capital and the 
remainder ordinary dividend income.  Under certain circumstances, We may be required to make distributions in 
excess of cash available for distribution in order to meet FelCor’s REIT distribution requirements.  In that event, 
we expect to borrow funds or sell assets for cash to the extent necessary to obtain cash sufficient to make the 
distributions required to retain FelCor’s qualification as a REIT for federal income tax purposes.   
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 Under terms of our senior notes indenture and line of credit facility, our ability to pay distributions and 
make other payments is limited based on our ability to satisfy certain financial requirements.  Further discussion 
of these limitations is contained in the “Liquidity and Capital Resources” section of Management’s Discussion 
and Analysis of Financial Condition and Results of Operations in Item 7 and the Risk Factors in Item 1A. 
 
Equity Compensation Plan Information 
 
 The following table sets forth as of December 31, 2008, information concerning FelCor’s equity 
compensation plans, including the number of shares issuable and available for issuances under its plans, options, 
warrants and rights; weighted average exercise price of outstanding options, warrants and rights; and the number 
of securities remaining available for future issuance. 
 

FelCor’s Equity Compensation Plan Information  
 

 
 
 

Plan category 

Number of shares to be 
issued upon exercise of 

outstanding options, 
warrants and rights

Weighted average 
exercise price of 

outstanding options, 
warrants and rights 

 
Number of shares 

remaining available 
for future issuance

           
Equity compensation plans 
approved by security holders: 

            

     Stock Options  40,000 $ 18.05   
     Unvested Restricted Stock   1,345,354          
Total  1,385,354  1,710,429
 
Item 6.     Selected Financial Data  
 
 The following tables set forth selected financial data for us for the years ended December 31, 2008, 
2007, 2006, 2005, and 2004, that has been derived from our audited consolidated financial statements and the 
notes thereto.  This data should be read in conjunction with Item 7 Management's Discussion and Analysis of 
Financial Condition and Results of Operations, and our audited consolidated financial statements and notes 
thereto, appearing elsewhere in this Annual Report. 

 

SELECTED FINANCIAL DATA 
(in thousands, except per unit data) 

 
 Year Ended December 31, 
 2008  2007  2006  2005  2004 
Statement of Operations Data:(a)            
  Total revenues ..................................................... $ 1,129,776   $ 1,021,884   $ 991,038   $ 914,655   $ 842,612  
  Income (loss) from continuing operations(b) .......  (122,858 )   56,063    7,941    (19,817 )   (84,044 )
                
Diluted earnings per unit:                
  Net income (loss) from continuing operations  
   applicable to common unitholders ..................... 

 
$ (2.56

 
)

  
$ 0.27

   
$ (0.49

 
)

  
$ 

 
(1.06 

 
) 

  
$ (1.92

 
)

                
Other Data:                
  Cash distributions declared per common unit(c) .. $ 0.85   $ 1.20   $ 0.80   $ 0.15   $ -    
  Funds From Operations(d) ....................................  (8,848 )   135,919    93,451    (191,139 )   (30,608 )
  EBITDA(d) ...........................................................  145,252    322,126    300,460    12,475    184,950  
  Cash flows provided by operating activities .......  153,163    137,337    147,700    111,482    33,281  
                
Balance Sheet Data (at end of period):                
  Total assets .......................................................... $ 2,512,269   $ 2,683,835   $ 2,583,249   $ 2,920,263   $ 3,318,191  
  Total debt, net of discount ..................................  1,551,686    1,475,607    1,369,153    1,675,280    1,767,122  

 
__________ 
 
(a) All years presented have been adjusted to reflect sold hotels as discontinued operations. 
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(b) Included in income (loss) from continuing operations are the following amounts (in thousands): 
 

 Year Ended December 31, 
 2008  2007  2006  2005  2004 
Impairment loss .................................................. $ (107,963 )  $ -     $ -     $ -      $ -    
Impairment loss on unconsolidated hotels ..........  (12,696 )   -      -      -       -    
Hurricane loss .....................................................  (1,669 )   -      -      (6,481 )   (2,125 )
Hurricane loss on unconsolidated hotels ............  (50 )   -      -      -       -    
Liquidated damages ............................................  (11,060 )   -      -      -       -    
Conversion costs .................................................  (507 )   (491 )   -      -       -    
Severance costs ...................................................  (944 )   -      -      -       -    
Charges related to debt extinguishment ..............  -      -      (14,318 )   (5,485 )   (50,171 )
Abandoned projects ............................................  -      (22 )   (33 )   (265 )   -    
Gain (loss) on sale of assets ................................  -      -      (92 )   469    -    
Gain on sale of condominiums ...........................  -      18,622    -      -       -    
Gain on involuntary conversion .........................  3,095    -      -      -       -    

 

(c) We suspended payment of our quarterly common distributions in December 2008 in light of the deepening recession, 
the attendant impact on our industry, and the severe contraction in the capital markets.  We paid quarterly common 
distributions starting in the fourth quarter of 2005 through the third quarter of 2008.  Prior to the fourth quarter of 2005, 
we had suspended paying quarterly common distributions in the aftermath of September 11, 2001.  We have, however, 
continued to pay the full accrued distributions on our outstanding preferred units. 

 
(d) A more detailed description and computation of FFO and EBITDA is contained in the “Non-GAAP Financial 

Measures” section of Management’s Discussion and Analysis of Financial Condition and Results of Operations in 
Item 7.   

 
 FFO has not been adjusted for the following amounts included in net income (loss) (in thousands): 
 

 Year Ended December 31, 
 2008  2007  2006  2005  2004 
Impairment loss, net of minority interests........... $ (107,963 )  $ -     $ (15,547 )  $ (257,775 )  $ (38,289 )
Impairment loss on unconsolidated hotels ..........  (12,696 )   -      -      -       -    
Hurricane loss .....................................................  (1,669 )   -      -      (6,481 )   (2,125 )
Hurricane loss on unconsolidated hotels .............  (50 )   -      -      -       -    
Liquidated damages ............................................  (11,060 )   -      -      -       -    
Charges related to debt extinguishment, net of  
   minority interests ............................................. 

 
-   

   
(811

 
)

  
(15,757

 
) 

   
(11,300 

 
) 

  
(50,171

 
)

Conversion costs .................................................  (507 )   (491 )   -      -       -    
Severance costs, net of minority interests ...........  (850 )   -      -      -       -    
Asset disposition costs ........................................  -      -      -      (1,300 )   (4,900 )
Abandoned projects ............................................  -      (22 )   (112 )   (265 )   -    
Issuance costs of redeemed preferred units .........  -      -      -      (6,522 )   -    

 
 EBITDA has not been adjusted for the following amounts included in net income (loss) (in thousands): 
 

 Year Ended December 31, 
 2008  2007  2006  2005  2004 
Impairment loss, net of minority interests .............$ (107,963 )  $ -     $ (15,547 )  $ (257,775 )  $ (38,289 )
Impairment loss on unconsolidated hotels ............. (12,696 )   -      -       -       -    
Hurricane loss ........................................................ (1,669 )   -      -       (6,481 )   (2,125 )
Hurricane loss on unconsolidated hotels ............... (50 )   -      -       -       -    
Liquidated damages ............................................   (11,060 )   -      -       -       -    
Charges related to debt extinguishment, net of  
   minority interests .............................................  

 
-   

   
(811

 
)

   
(15,757 

 
) 

   
(11,300 

 
) 

  
(50,171

 
)

Conversion costs .................................................   (507 )   (491 )   -       -       -    
Severance costs, net of minority interests ...........   (850 )   -      -       -       -    
Asset disposition costs ........................................   -      -      -       (1,300 )   (4,900 )
Abandoned projects ............................................   -      (22 )   (112 )   (265 )   -    
Issuance costs of redeemed preferred units .........   -      -      -       (6,522 )   -    
Gain on involuntary conversion ............................ 3,095    -      -       -       -    
Gain on sale of hotels, net of income tax and 

minority interests ...............................................
 

1,193
   

27,330
    

40,650 
    

12,124 
   

19,422
 

Gain on sale of hotels in unconsolidated entities ... -      10,993    -       -       -    
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Item 7.     Management’s Discussion and Analysis of Financial Condition and Results of Operations 
 
General 
 

In 2008, the lodging industry saw the first nationwide decreases in RevPAR since 2002, which were the 
result of the onset of a profound global recession.  We were able to outperform the industry by gaining market 
share and posting a 1.0% increase in RevPAR.  Our performance was largely attributable to our $450 million 
hotel renovation program, which was substantially completed in 2008.   

 
As lodging demand slowed in 2008, we worked closely with our brand-managers to cut operating costs 

in the lower RevPAR environment.  Many of our hotels were able to reduce labor costs permanently, and all of 
our hotels trimmed non-critical functions.  This enabled us to maintain EBITDA margins. 
 

We entered 2009 in the midst of a recession.  Our hotels are focused on maintaining market share, 
protecting ADR and preserving EBITDA margins, while we are focused on managing our balance sheet, 
including maturing debt and compliance with debt covenants.  We have $132 million of non-recourse mortgage 
debt, in the aggregate, that matures in 2009.  Of this debt, a $117 million loan, secured by seven hotels, matures 
in April 2009.  At the time of this filing we have agreed in principle on the material terms to refinance this loan 
for five years with Prudential Mortgage Capital, one of the current lenders (with respect to which we have paid a 
non-refundable $300,000 portion of the origination fee) and are negotiating final documentation.  We expect to 
close the refinancing prior to maturity, subject to documentation, due diligence and customary conditions.  We 
have a variety of financing alternatives in the unlikely event that we are unable to refinance this loan. We also 
have two other non-recourse mortgage loans aggregating $15 million, secured by two hotels, that mature in 
2009; we expect to repay these loans through a combination of cash on hand and borrowings. 

 
Our line of credit contains certain restrictive financial covenants, with which we were in compliance at 

the date of this filing.  Our compliance with these covenants in future periods will depend substantially on the 
financial results of our hotels.  If current financial market conditions persist and our business continues to 
deteriorate, we may breach one or more of our financial covenants.  
 

We have agreed in principle on the material terms with the lead lender of a new $200 million term loan, 
which would be secured by first mortgages on eight currently unencumbered hotels and, assuming all extension 
options are exercised, will not mature until 2013.  This loan would not be subject to any corporate financial 
covenants and would only be recourse to the borrower, a to-be-formed wholly-owned subsidiary. While we 
believe that we will successfully close our new secured term loan, as discussed above, we have several other 
alternatives available to ensure continued compliance with our financial covenants or repay our line of credit, 
including identifying other sources of debt or equity financing, selling unencumbered hotels and/or 
implementing additional cost cutting measures. Of course, we can provide no assurance that we will be able to 
close our new secured term loan, identify additional sources of debt or equity financing or sell hotels on terms 
that are favorable or otherwise acceptable to us.   
 

In 2006, we embarked on a $450 million renovation program at our portfolio designed to improve the 
quality, returns on investment and competitive positions of these hotels.  In 2008, we substantially completed 
these renovations.  We believe that our renovated hotels will continue to perform better than the industry average 
for at least the first year following renovation. 
 
 In 2007, we began the process of rebranding our property in San Francisco Union Square as a Marriott 
hotel.  The comprehensive renovation includes guest rooms, guest baths, guest corridors, meeting space, food 
and beverage outlets, public areas and building exterior and will be completed by mid-2009.  Marriott took over 
management of the hotel in December 2007, which is operating as Hotel 480 until it is reflagged as a Marriott 
hotel in April 2009. 
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We regularly review and evaluate our hotel portfolio and may from time to time identify additional 
hotels to sell based upon strategic considerations such as future supply growth, changes in demand dynamics, 
concentration risk, strategic fit, return on future capital needs and return on invested capital.  We currently have 
five hotels identified for sale (we intend to hold these hotels as long as necessary to obtain satisfactory pricing) 
and may identify additional hotels for sale in the future.  In 2008, we tested eight hotels that had been identified 
as sale candidates (of which three no longer are sale candidates and five hotels remain sale candidates) for 
impairment under the provisions of SFAS No. 144 using undiscounted estimated cash flows over a shortened 
estimated remaining hold period.  Of the hotels tested, four failed the test under SFAS No. 144, which failure 
resulted in $53.8 million of impairment charges, during the nine months ended September 30, 2008, to write 
down these hotel assets to our then current estimate of fair market value before selling expenses.  As a result of 
the short-term hold period and the deteriorating market conditions, we tested our five remaining sale candidate 
hotels for impairment in the fourth quarter of 2008, which resulted in an additional $15.7 million impairment 
charge on two hotels that failed this test.   
 

Because of triggering events in 2008 related to changes in the capital markets, the drop in travel demand 
and the combined effect on FelCor’s stock price, we tested all of our hotel assets to determine if further 
assessment for potential impairment was required for any of our hotels.  We had one hotel with a short-term 
ground lease, in addition to the sale candidates noted above, fail this test.  We determined that the book value of 
this hotel was not fully recoverable, and as such, recorded a $38.5 million impairment charge under SFAS 
No. 144. 
 
 In 2008, we declared and paid common distributions of $0.85 per unit in the aggregate.  We suspended 
payment of our quarterly common distributions in December 2008 in light of the deepening recession, the 
attendant impact on our industry and FelCor LP, and the severe contraction in the capital markets.  FelCor’s 
Board of Directors will determine the amount of future common and preferred distributions for each quarter, 
based upon various factors including operating results, economic conditions, other operating trends, our financial 
condition and capital requirements, as well as the minimum REIT distribution requirements.   
 
Financial Comparison (in thousands, except RevPAR, Hotel EBITDA margin and percentage change)  
 

 Year Ended December 31, 
  

2008
  

2007
 % Change 

2008-2007
  

2006 
 % Change 

2007-2006 
RevPAR ....................................................$ 96.67   $ 95.71   1.0  %  $ 92.80   3.1  %
Same-Store Hotel EBITDA(a) ....................  315,957    308,113   2.5  %   305,566   0.8  %
Same-Store Hotel EBITDA margin(a) .......  28.0 %   27.7 %  1.1  %   28.2 %  (1.8 )%
Income (loss) from continuing operations 
  applicable to common unitholders(b) .......

 
(161,571

 
) 

  
17,350

 
 

 
(1,031.2

 
)% 

   
(30,772 

 
) 

 
156.4

 
% 

Same-Store Funds From Operations  
  (“FFO”)(a)(c) .............................................

 
(8,835

 
) 

  
112,185

  
(107.9

 
)% 

   
63,448 

  
76.8

 
% 

Same-Store Earnings Before Interest, 
Taxes, Depreciation and Amortization 
  (“EBITDA”)(a)(d) ......................................

 
 

145,265

   

311,036

  

(53.3

 
 
)% 

   
 

278,247 

  

11.8

 
 
% 

 
(a) A discussion of the use, limitations and importance of these non-GAAP financial measures and detailed 

reconciliations to the most comparable GAAP measures are found elsewhere in Management’s 
Discussion and Analysis of Financial Condition and Results of Operations. 
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(b) The following amounts are included in income (loss) from continuing operations applicable to common 

unitholders (in thousands): 
 

 Year Ended December 31, 
 2008  2007  2006
Impairment loss .......................................................................... $ (107,963)  $ -      $ -    
Impairment loss on unconsolidated hotels ..................................  (12,696)   -       -    
Hurricane loss .............................................................................  (1,669)   -       -    
Hurricane loss on unconsolidated hotels ....................................  (50)   -       -    
Liquidated damages ....................................................................  (11,060)   -       -    
Conversion costs ......................................................................... (507)   (491 )   -    
Severance costs ........................................................................... (944)   -       -    
Charges related to debt extinguishment ....................................... -      -       (14,318 )
Abandoned projects ..................................................................... -      (22 )   (33 )
Gain (loss) on sale of assets ........................................................ -      -       (92 )
Gain on sale of condominiums .................................................... -      18,622    -    
Gain on involuntary conversion .................................................. 3,095   -       -    

 
(c) Same-Store FFO has not been adjusted for the following amounts included in net income (loss) (in 

thousands). 
 

 Year Ended December 31, 
 2008  2007 2006
Impairment loss, net of minority interests ........................................ $ (107,963 )  $ -     $ (15,547 )
Impairment loss on unconsolidated hotels.......................................  (12,696 )   -      -    
Hurricane loss ..................................................................................  (1,669 )   -      -    
Hurricane loss on unconsolidated hotels .........................................  (50 )   -      -    
Liquidated damages .........................................................................  (11,060 )   -       -    
Charges related to debt extinguishment, net of minority interests.... -       (811 )  (15,757 )
Conversion costs .............................................................................. (507 )   (491 )  -    
Severance costs, net of minority interests ........................................ (850 )   -      -    
Asset disposition costs ..................................................................... -       -      -    
Abandoned projects .......................................................................... -       (22 )  (112 )

 
 

(d) Same-Store EBITDA has not been adjusted for the following amounts included in net income (loss) (in 
thousands). 

 
 Year Ended December 31, 
 2008  2007  2006
Impairment loss, net of minority interests .......................................... $ (107,963 )  $ -      $ (15,547 )
Impairment loss on unconsolidated hotels ..........................................  (12,696 )   -       -    
Hurricane loss .....................................................................................  (1,669 )   -       -    
Hurricane loss on unconsolidated hotels .............................................  (50 )   -       -    
Liquidated damages ............................................................................  (11,060 )   -       -    
Charges related to debt extinguishment, net of minority interests ......  -      (811 )   (15,757 )
Conversion costs .................................................................................  (507 )   (491 )   -    
Severance costs, net of minority interests ...........................................  (850 )       -    
Asset disposition costs ........................................................................  -      -       -    
Abandoned projects ............................................................................  -      (22 )   (112 )
Gain on involuntary conversion ..........................................................  3,095    -       -    
Gain on sale of hotels, net of income tax and minority interests ........  1,193    27,330    40,650  
Gain on sale of hotels in unconsolidated entities ................................  -      10,993    -    
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RevPAR and Hotel Operating Margin 
 
 In 2008, we had our fifth consecutive year-over-year increase in RevPAR.  For the year, RevPAR 
increased 1.0% from $95.71 to $96.67.  The increase in RevPAR consisted of a 0.9% increase in Occupancy and 
a slight (0.1%) increase in ADR, while the United States hotel industry saw a 1.9% decline in RevPAR for the 
year, driven by declining occupancy (-4.2%).  We attribute our better than average RevPAR performance to 
increases in market share at our Consolidated Hotels upon completion of our three-year renovation program.  As 
with the overall industry, our RevPAR began to weaken in the third quarter of 2008 and our RevPAR declined 
8.5% in the fourth quarter of 2008, compared to the same period in 2007.  Our renovation program has enabled 
us to increase our market share significantly and maintain year-over-year RevPAR better than the national 
average and our peer lodging REITs. 
 
 We expect the deterioration of travel demand to continue through 2009, and we have focused on 
mitigating the declining revenue until lodging fundamentals stabilize.  One area that we have focused on is 
working with our management companies to retool hotel-level cost structures (including staffing models) to 
ensure that expenses are being managed as effectively as possible.  To this end, our hotels were successful in 
limiting Hotel EBITDA margin loss to 79 basis points in 2008 compared to the same period in 2007. 
 
Results of Operations 
 
Comparison of the Years Ended December 31, 2008 and 2007 
 

For the year ended December 31, 2008, we recorded net loss applicable to common unitholders of 
$160.3 million, compared to net income applicable to common unitholders of $51.4 million in 2007.  Our 2008 
loss included impairment charges of $120.7 million ($108.0 million related to consolidated hotels and 
$12.7 million related to equity method investments), accrued liquidated damages of $11.1 million and hurricane 
related expenses of $1.7 million.  These charges were partially offset by a gain related to involuntary conversions 
from the final settlement of 2005 hurricane claims of $3.1 million and an adjustment to gains from prior year 
hotel sales of $1.2 million.  Our 2007 net income applicable to common unitholders included $65.7 million of:  
(i) gains from sale of hotels ($39 million, $28.0 million in discontinued operations and $11.0 million in income 
from unconsolidated entities), (ii) gain from the sale of condominiums ($18.6 million), and (iii) operating income 
from hotels sold in 2007 and included in discontinued operations ($8.1 million).   

 
Our 2008 results of operations include two hotels acquired in December 2007.  As such, our 2008 

financial statements reflect increases in revenues and expenses associated with these hotels that are not reflected 
in our 2007 financial statements. 
 
 Our total revenues increased $107.9 million compared to 2007, of which $93.8 million related to the two 
hotels acquired in December 2007.  The remainder of the increase is principally attributable to the 1% increase in 
RevPAR at our Consolidated Hotels from 2007 to 2008.   
 

Hotel departmental expenses increased $53.4 million compared to 2007, of which $47.7 million is 
attributable to the two hotels acquired in December 2007 and the remainder primarily reflects expenses 
associated with increased occupancy compared to 2007. As a percentage of total revenue, hotel departmental 
expenses increased from 32.2% to 33.9% compared to 2007. Rooms expense decreased as a percentage of total 
revenue from 20.0% to 19.2%, but food and beverage expense increased as a percent of total revenue from 
10.2% to 12.1%, and other operating department expenses increased as a percent of total revenue from 2.0% to 
2.5% compared to 2007. The increases in food and beverage expense and other department expenses as a percent 
of total revenue are primarily due to the mix and nature of the business of the two hotels acquired in December 
2007, which are both resort properties. ADR at these hotels was nearly 40% higher than the remainder of the 
portfolio in 2008, which was the principal reason for the improvement in rooms expense as a percentage of total 
revenue. Food and beverage generally has significantly higher expenses as a percent of revenue than rooms, and 
those hotels contributed 24% of our food and beverage revenue during 2008. 
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Other property-related costs increased $27.8 million, compared to 2007, of which $24.0 million related 
to the two hotels acquired in December 2007.  As a percentage of total revenue, other property operating costs 
remained essentially unchanged at 26.8% in 2008 compared to 26.9% in 2007.   

 
Management and franchise fees increased $3.8 million, compared to 2007, of which $1.0 million 

resulted primarily from increases in revenue and $2.8 million related to the two hotels acquired in December 
2007.  There was essentially no change in management and franchise fees as a percentage of revenue in 2008 
compared to 2007. 

 
Taxes, insurance and lease expense decreased $7.5 million compared to 2007, despite a $4.7 million 

increase related to the two hotels acquired in December 2007.  The decrease from 2007 is primarily related to a 
decrease in percentage rent expense of $7.4 million, related to percentage leases reset in late 2007, a decrease in 
property taxes of $0.9 million, largely from reduced assessed values and successful resolution of prior year 
property taxes disputed, and a decrease in property insurance of $1.5 million. 

 
Depreciation and amortization expense increased $30.9 million compared to 2007, of which increase 

$8.2 million related to the two hotels acquired in December 2007.  The remainder of the increase reflects 
increased depreciation associated with hotel capital expenditures ($142.9 million in 2008 and $227.5 million in 
2007). 

 
In 2008, we identified eight hotels as candidates to be sold, of which five remain candidates for sale.  

We tested these hotels for impairment under the provisions of SFAS No. 144 using undiscounted estimated cash 
flows over a shortened estimated remaining hold period.  Of the hotels tested, four hotels failed the test under 
SFAS No. 144, as a result of which we recorded impairment charges of $53.8 million through the nine months 
ended September 30, 2008, to write down these hotel assets to our then current estimate of their fair market value 
before selling expenses.  As a result of the short-term hold period and the deteriorating market conditions, we 
recorded additional impairment charges totaling $15.7 million on two of these hotels in the fourth quarter of 
2008. 
 

Because of triggering events in 2008 related to changes in the capital markets, dropping travel demand 
and the combined effect on FelCor’s stock price, we tested all of our hotel assets to determine if further 
assessment for potential impairment was required for any of our hotels.  We had one hotel with a short-term 
ground lease, in addition to the sale candidates noted above, fail this test.  We determined that the book value of 
this hotel was not fully recoverable, and as such, recorded a $38.5 million impairment charge for this hotel under 
SFAS No. 144. 
 

Other expenses increased $3.7 million compared to 2007.  This increase was primarily attributable to:  
(i) hurricane-related clean up expenses of $1.7 million related to 14 of our hotels affected by four hurricanes in 
2008, (ii) severance costs of $0.9 million related to the staffing reductions at our hotels, and (iii) amortization of 
intangible assets of $0.8 million related to the hotels acquired in December 2007. 
 

Net interest expense increased $6.3 million compared to 2007.  This change is primarily attributable to: 
(i) a decrease in interest income of $4.8 million due to lower cash balances and interest rates earned on those 
balances; (ii) an increase in interest expense of $7.7 million related to the mortgage debt on the two hotels 
acquired in December 2007; and (iii) a reduction in capitalized interest of $3.5 million related to lower 
renovation-related construction in progress, all of which was partially offset by lower interest expense of 
$9.7 million due to lower interest rates applicable to our floating-rate debt.   

 
Equity in income (loss) from unconsolidated entities decreased by $31.3 million compared to 2007, 

which decrease primarily reflects income received from the gain of $11.0 million, on the sale of an 
unconsolidated hotel during the first quarter of 2007, impairment charges of $12.7 million recorded in 2008, and 
resetting several percentage leases in late 2007.  The impairment charges were comprised of $3.3 million (of 
which our share was $1.7 million) taken under SFAS No. 144 and $11.0 million taken under APB 18, related to 
other-than-temporary declines in value of certain equity method investments.  The impairment under APB 18 
includes a charge of $6.6 million for one investment related to a hotel that we do not intend to sell. 
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In 2008, we settled insurance claims relating to 2005 hurricane losses and realized a related $3.1 million 
gain from involuntary conversion. 
  

In 2007, we finalized the sale of 179 of the 184 units at our Royale Palms condominium project and 
recognized a related $18.6 million gain on sale under the completed contract method. 
  

Discontinued operations included a $1.2 million adjustment to increase gains on sale related to a 
revision in taxes associated with gains aggregating $71.2 million from hotel sales in 2006 and 2007. 
Discontinued operations for 2007 included operating income of $8.1 million, charges related to early debt 
repayment of $0.9 million, and minority interest expense of $1.1 million related to the hotels we sold in 2007.  
Discontinued operations also included gains of $28.0 million related to the sale of 10 hotels during the first six 
months of 2007. 

 
Comparison of the Years Ended December 31, 2007 and 2006 
 

For the year ended December 31, 2007, we recorded net income applicable to common unitholders of 
$51.4 million, compared to $12.6 million in 2006.  We had income from continuing operations of $56.1 million 
compared to a prior year income from continuing operations of $7.9 million.  In 2007, income from continuing 
operations included an $18.6 million gain from the sale of condominium units at our Royale Palms condominium 
project in Myrtle Beach, South Carolina.  Income from continuing operations in 2006 included an aggregate of 
$14.3 million of charges related to early retirement of debt. 
 
 Total revenue from continuing operations increased $30.8 million, or 3.1%, compared to the prior year.  
The increase in revenue is principally attributed to a 3.3% increase in RevPAR.  The increase in RevPAR 
resulted from a 6.5% increase in ADR, net of a 3.0% drop in occupancy, and represents both industry RevPAR 
increases in many of our major markets and improvements in RevPAR at our recently renovated hotels.   
 
 Renovation-related disruption had an adverse effect on our ADR, occupancy and Hotel EBITDA margin 
in 2007.  Our Hotel EBITDA margin decreased by 68 basis points compared to 2006. 
 

For 2007, total operating expenses increased by $42.5 million and increased as a percentage of total 
revenue from 87.9% to 89.4% compared to 2006.  Hotel departmental expenses, which consist of rooms expense, 
food and beverage expense, and other operating departments, increased $9.7 million compared to 2006, and 
decreased slightly as a percentage of total revenue from 32.3% to 32.2%.   
 
 Other property operating costs, which consist of general and administrative costs, marketing costs, 
repairs and maintenance, utilities expense, and other costs, increased by $4.9 million compared to 2006, but 
decreased as a percentage of total revenue from 27.3% to 26.9%.  All of the other property operating costs 
remained constant or decreased as a percent of total revenue compared to 2006 except for repair and maintenance 
cost, which increased slightly as a percent of total revenue from 5.3% to 5.4%. 
 

Management and franchise fees increased by $2.3 million compared to 2006 but remained constant at 
5.2% of total revenue.  
 
 Taxes, insurance and lease expense increased by $9.2 million compared to 2006 and increased slightly 
from 11.3% to 11.9% of total revenue.  We had increases as a percentage of total revenue in property insurance.  
Increased property insurance premiums reflect the nationwide trend of increased rates related to catastrophic 
coverage, but we are currently seeing a softening of property insurance costs.   
 
 Corporate expenses decreased by $2.6 million compared to 2006 and decreased 32 basis points as a 
percentage of total revenue.  The decrease in corporate expenses is principally attributed to 2006 expenses 
related to severance costs from executives who left the company in 2006 and a reduction in corporate bonus paid 
in 2007. 
 
 Depreciation and amortization expense increased by $16.2 million compared to 2006, which reflects the 
significant capital expenditures spent in connection with our renovation program in 2006 and 2007. 
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Net interest expense decreased by $18.4 million in 2007 compared to 2006.  The principal reason for the 

reduction in interest expense is attributed to reduction in average debt outstanding from $1.4 billion in 2006 to 
$1.3 billion in 2007 and a 55 basis point decrease in our weighted average interest rate.  During 2006, we 
refinanced $415 million of our senior notes and $138.9 million of our mortgage debt at lower interest rates, and 
we recognized a full year benefit from this in 2007. 

 
The early retirement of debt in 2006 resulted in net debt extinguishment costs of $15.6 million, of which 

$1.3 million was recorded in discontinued operations.  The early retirement of debt in 2007 resulted in debt 
extinguishment costs of $0.9 million, all of which was recorded in discontinued operations. 
  
 Equity in income from unconsolidated entities was $20.4 million in 2007 compared to $11.5 million in 
2006.  That increase reflects improved RevPAR and a $10.8 million net gain from the sale of two unconsolidated 
hotels in 2007. 
 
 In 2007, we completed construction of our 184-unit Royale Palms condominium project in Myrtle 
Beach, South Carolina.  Through December 31, 2007, we sold 179 of the units and recognized a gain of 
$18.6 million. 
 
 Discontinued operations provided net income of $34.1 million in 2007 compared to $43.4 million in 
2006.  Included in discontinued operations at December 31, 2007 and 2006, are the operating income or loss, 
direct interest costs and gains on sale related to the 11 hotels sold in 2007 and 31 hotels sold in 2006.  Gains on 
sale aggregating $28.0 million and $43.2 million were included in 2007 and 2006 income from discontinued 
operations, respectively. 
 
Non-GAAP Financial Measures 
 

We refer in this Annual Report to certain “non-GAAP financial measures.”  These measures, including 
FFO, Same-Store FFO, EBITDA, Same-Store EBITDA, Hotel EBITDA and Hotel EBITDA margin, are 
measures of our financial performance that are not calculated and presented in accordance with generally 
accepted accounting principles, or GAAP.  The following tables reconcile each of these non-GAAP measures to 
the most comparable GAAP financial measure.  Immediately following the reconciliations, we include a 
discussion of why we believe these measures are useful supplemental measures of our performance and of the 
limitations upon such measures. 
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The following tables detail our computation of FFO (in thousands, except for per unit data): 
 

Reconciliation of Net Income (Loss) to FFO 
(in thousands, except per unit data) 

 
 Year Ended December 31, 
 2008  2007  2006 

 Dollars  Units  
Per Unit
Amount  Dollars Units

Per Unit 
Amount 

  
Dollars Units  

Per Unit
Amount

Net income (loss) .........................$ (121,678)    $ 90,133   $ 51,324  
Preferred distributions ................ (38,713)      (38,713 )     (38,713)  
Net income (loss) applicable to 

common unitholders ............... (160,391)  63,178 $ (2.54)   51,420  63,251 $ 0.81 
 
 12,611 62,598 $ 0.20

Depreciation and amortization, 
continuing operations ............. 141,668  -     2.24   110,751  -    1.75 

 
 94,579 -    1.51

Depreciation, unconsolidated 
entities and discontinued 
operations ................................. 14,163  -     0.23   12,071  -    0.19 

 

 26,911 -    0.43
Gain on involuntary conversion . (3,095)  -     (0.05)   -    -    -       -    -    -    
Gain on sale of hotels, net of 
income tax and minority 
interests .................................... (1,193)  -     (0.02)   (27,330 ) -    (0.43 ) 

 

 (40,650) -    (0.65)
Gain on sale of hotels in 
unconsolidated entities ............. -     -     -      (10,993 ) -    (0.17 ) 

 
 -    -    -    

Conversion of FelCor options 
and unvested restricted stock .... -     -     -     -    -    -      -    327  -   

FFO ............................................. (8,848)  63,178  (0.14)   135,919  63,251  2.15   93,451 62,925  1.49
FFO from discontinued 
operations ................................. 13  -     -     (7,565 ) -    (0.12 )   (35,111) -    (0.56)

FFO from acquired hotels(a) ...... -     -     -     2,453  -    0.03   5,108 -    0.08
Gain on sale of condominiums ... -     -     -     (18,622 ) -    (0.29 )   -    -    -   

Same-Store FFO .........................$ (8,835)  63,178 $ (0.14)  $ 112,185  63,251 $ 1.77  $ 63,448 62,925 $ 1.01
 

(a) We have included amounts for two hotels acquired in December 2007, prior to our ownership of these 
hotels, for comparison purposes. 

Reconciliation of Net Income (Loss) to FFO 
(in thousands, except per unit data) 

 
 Year Ended December 31, 
 2005  2004 

 Dollars Units  
Per Unit
Amount  Dollars 

 
Units

Per Unit
Amount

Net income (loss) ..............................................................$ (265,292)    $ (106,808 )   
Preferred distributions ..................................................... (39,408)      (35,130 )    
Issuance costs of redeemed preferred units ...................... (6,522)     -       
Net income (loss) applicable to common unitholders ...... (311,222) 62,214 $ (5.00)   (141,938 )  61,984 $ (2.29)
Depreciation and amortization, continuing operations .... 84,448 -     1.36   78,116   -    1.26 
Depreciation, unconsolidated entities and discontinued 

operations .................................................................... 47,759 -     0.77   52,636   -    0.85 
Gain on sale of hotels, net of income tax and minority 

interests ........................................................................ (12,124) -     (0.20)   (19,422 )  -    (0.31)
FFO ...................................................................................$ (191,139) 62,214 $ (3.07)  $ (30,608 )  61,984 $ (0.49)

 



 

40 
 

FFO has not been adjusted for the following amounts included in net income (loss) (in thousands, except 
for per unit amounts): 

 
 Year Ended December 31, 
 2008  2007  2006 

 Dollars  
Per Unit 

Amount(a)  Dollars 
Per Unit 

Amount(a) 
  

Dollars 
Per Unit 

Amount(a)

Impairment loss, net of minority interests .$ (107,963)  $ (1.71)  $ -    $ -      $ (15,547) $ (0.24)
Impairment loss on unconsolidated hotels . (12,696)  (0.20)  -    -      -    -    
Hurricane loss ............................................ (1,669)  (0.03)  -    -      -    -    
Hurricane loss on unconsolidated hotels ... (50)  -     -    -      -    -    
Liquidated damages ................................... (11,060)   (0.17)   -    -      -    -    
Charges related to debt extinguishment, 

net of minority interests ......................... -     -     (811 ) (0.01 ) 
 

(15,757) (0.25)
Conversion costs ....................................... (507)  (0.01)  (491 ) (0.01 )  -    -    
Severance costs net of minority interests .. (850)  (0.01)  -    -      -    -   
Abandoned projects ................................... -     -     (22 ) -      (112) -   

 
 

 Year Ended December 31, 
 2005  2004 

 Dollars  
Per Unit 

Amount(a)  Dollars 
Per Unit 

Amount(a)

Impairment loss, net of minority interests ...........................................$ (257,775)  $ (4.15 )  $ (38,289 ) $ (0.62 )
Charges related to debt extinguishment, net of minority interests ....... (11,300)  (0.18 )   (50,171 ) (0.79 )
Hurricane loss ...................................................................................... (6,481)  (0.10 )   (2,125 ) (0.03 )
Abandoned projects ............................................................................. (265)  -       -     -    
Asset disposition costs ........................................................................ (1,300)  (0.02 )   (4,900 ) (0.08 )
Issuance costs of redeemed preferred units ......................................... (6,522)  (0.10 )   -     -    
 

(a) The denominator for per unit information in this table uses weighted average units outstanding in 
accordance with GAAP. 
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The following table details our computation of EBITDA (in thousands): 
 

Reconciliation of Net Income (Loss) to EBITDA 
(in thousands) 

 
 Year Ended December 31, 
 2008  2007  2006  2005  2004 
Net income (loss) .........................................$ (121,678 )  $ 90,133   $ 51,324   $ (265,292 )  $ (106,808 )

Depreciation and amortization,  
   continuing operations ...........................

 
141,668

   
110,751

   
94,579

    
84,448 

   
78,116

 

Depreciation, unconsolidated  
   entities and discontinued operations .....

 
14,163

   
12,071

   
26,911

    
47,759 

   
52,636

 

Interest expense ....................................... 100,411    98,929    114,909    125,707    138,872  
Interest expense, unconsolidated 
   entities and discontinued operations .....

 
6,237

   
5,987

   
7,657

    
16,949 

   
19,189

 

Amortization of FelCor’s stock 
compensation ........................................

 
4,451

   
4,255

   
5,080

    
2,904 

   
2,945

 

EBITDA ....................................................... 145,252    322,126    300,460   $ 12,475   $ 184,950  
EBITDA from discontinued operations ........ 13    (6,868 )   (35,360 )        
EBITDA from acquired hotels(a) ................... -      14,400    13,147         
Gain on sale of condominiums ..................... -      (18,622 )   -           
Same-Store EBITDA ..................................$ 145,265   $ 311,036   $ 278,247         
 

(a) We have included amounts for the two hotels acquired in December 2007, prior to our ownership of 
these hotels, for comparison purposes. 

 
EBITDA has not been adjusted for the following amounts included in net income (loss) (in thousands): 
 

 Year Ended December 31, 
 2008  2007  2006  2005  2004 
Impairment loss, net of minority interests .............. $ (107,963 )  $ -     $ (15,547 )  $ (257,775 )  $ (38,289 )
Impairment loss on unconsolidated hotels ..............  (12,696 )   -      -       -      -    
Hurricane loss .........................................................  (1,669 )   -      -       (6,481 )   (2,125 )
Hurricane loss on unconsolidated hotels .................  (50 )   -      -       -      -    
Liquidated damages .................................................  (11,060 )   -      -       -     -    
Charges related to debt extinguishment, net of 

minority interests ................................................. 
 

-   
   

(811
 
)

   
(15,757 

 
) 

  
(11,300

 
)

  
(50,171

 
)

Conversion costs .....................................................  (507 )   (491 )   -       -      -    
Severance costs, net of minority interests ...............  (850 )   -      -       -      -    
Asset disposition costs ............................................  -      -      -       (1,300 )   (4,900 )
Abandoned projects ................................................  -      (22 )   (112 )   (265 )   -    
Gain on sale of hotels, net of income tax and 

minority interests ................................................. 
 

1,193
   

27,330
    

40,650 
   

12,124
   

19,422
 

Gain on sale of hotels in unconsolidated entities ....  -      10,993    -       -      -    
Gain on involuntary conversion ..............................  3,095    -      -       -      -    
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Hotel EBITDA and Hotel EBITDA Margin 
(dollars in thousands) 

 
 Year Ended December 31, 
 2008 2007  2006 
Continuing Operations     
Total revenue ....................................................................$ 1,129,776  $ 1,021,884  $ 991,038  
Other revenue ................................................................... (2,983 )  (3,089)   (79 ) 
Revenue from acquired hotels(a) ....................................... -     94,164   94,173  
Hotel revenue ................................................................... 1,126,793   1,112,959   1,085,132  
Same-Store hotel operating expenses(a) ............................ (810,836 )  (804,846)   (779,566 ) 
Hotel EBITDA ................................................................$ 315,957  $ 308,113  $ 305,566  
Hotel EBITDA margin(b) ............................................... 28.0 %  27.7%   28.2 %

 
(a) We have included amounts for two hotels acquired in December 2007, prior to our ownership of these 

hotels, for comparison purposes. 
(b) Hotel EBITDA as a percentage of hotel revenue. 

 
Reconciliation of Total Operating Expenses to Same-Store Hotel Operating Expenses 

(dollars in thousands) 
 
 Year Ended December 31, 
 2008 2007  2006 
Total operating expenses .....................................................$ 1,144,817   $ 913,714  $ 871,241  
   Unconsolidated taxes, insurance and lease expense ......... 8,212    7,314   6,273  
   Consolidated hotel lease expense ..................................... (54,266 )   (61,652)   (61,054 ) 
   Corporate expenses ........................................................... (20,698 )   (20,718)   (23,308 ) 
   Depreciation and amortization .......................................... (141,668 )   (110,751)   (94,579 ) 
   Impairment loss ................................................................ (107,963 )   -      -    
   Liquidated damages .......................................................... (11,060 )   -      -    
   Other expenses.................................................................. (6,538 )   (2,825)   (33 ) 
   Expenses from acquired hotels(a) ...................................... -      79,764   81,026  
Same-Store hotel operating expenses ..................................$ 810,836   $ 804,846  $ 779,566  
 

(a) We have included amounts for two hotels acquired in December 2007, prior to our ownership of these 
hotels, for comparison purposes. 
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Reconciliation of Net Income (Loss) to Hotel EBITDA 
(in thousands) 

 
 Year Ended December 31, 
 2008 2007  2006 
Net income (loss) .................................................................$ (121,678 )  $ 90,133  $ 51,324  
   Discontinued operations ................................................... (1,180 )   (34,070)   (43,383 ) 
   EBITDA from acquired hotels(a) ...................................... -      14,400   13,147  
   Equity in loss (income) from unconsolidated entities ...... 10,932    (20,357)   (11,537 ) 
   Minority interests .............................................................. 1,191    (1,403)   (1,884 ) 
   Consolidated hotel lease expense ..................................... 54,266    61,652   61,054  
   Unconsolidated taxes, insurance and lease expense ......... (8,212 )   (7,314)   (6,273 ) 
   Interest expense, net ......................................................... 98,789    92,489   110,867  
   Impairment loss ................................................................ 107,963    -      -    
   Liquidated damages .......................................................... 11,060    -      -    
   Charges related to debt extinguishment ............................ -      -      14,318  
   Corporate expenses ........................................................... 20,698    20,718   23,308  
   Depreciation and amortization .......................................... 141,668    110,751   94,579  
   Retail space rental and other revenue ............................... (2,983 )   (3,089)   (79 ) 
   Other expenses.................................................................. 6,538    2,825   33  
   Gain on involuntary conversion ....................................... (3,095 )   -      -    
   Gain on sale of condominiums ......................................... -      (18,622)   -    
   Loss on sale of assets ........................................................ -      -      92  
Hotel EBITDA ...................................................................$ 315,957   $ 308,113  $ 305,566  
 

(a) We have included amounts for two hotels acquired in December 2007, prior to our ownership of these 
hotels, for comparison purposes. 

 

Reconciliation of Ratio of Operating Income (Loss) to Total Revenues to Hotel EBITDA Margin 
 

 Year Ended December 31, 
 2008 2007  2006 
Ratio of operating income (loss) to total revenues ................... (1.3 )% 9.7 %  11.0 %
   Other revenue ........................................................................ (0.3 )  (0.3 )  -     
   Revenue from acquired hotels(a) ............................................ -     8.5   8.7  
   Unconsolidated taxes, insurance and lease expense .............. (0.7 )  (0.7 )  (0.6 ) 
   Consolidated lease expense ................................................... 4.8   5.5   5.6  
   Other expenses ...................................................................... 0.6   0.3   -     
   Corporate expenses ............................................................... 1.8   1.9   2.2  
   Depreciation and amortization .............................................. 12.5   9.9   8.7  
   Impairment loss ..................................................................... 9.6   -      -     
   Liquidated damages .............................................................. 1.0   -      -     
   Expenses from acquired hotels(a) ........................................... -     (7.1 )  (7.4 ) 
Hotel EBITDA margin ........................................................... 28.0 %  27.7 %  28.2 %

 

(a) We have included amounts for two hotels acquired in December 2007, prior to our ownership of these 
hotels, for comparison purposes. 

 

 Substantially all of our non-current assets consist of real estate.  Historical cost accounting for real estate 
assets implicitly assumes that the value of real estate assets diminish predictably over time.  Since real estate 
values instead have historically risen or fallen with market conditions, most industry investors consider 
supplemental measures of performance, which are not measures of operating performance under GAAP, to be 
helpful in evaluating a real estate company’s operations.  These supplemental measures, including FFO, 
EBITDA, Hotel EBITDA and Hotel EBITDA margin, are not measures of operating performance under GAAP.  
However, we and FelCor consider these non-GAAP measures to be supplemental measures of a REIT’s 
performance and should be considered along with, but not as an alternative to, net income as a measure of 
FelCor’s and our operating performance. 
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FFO and EBITDA 
 
The White Paper on Funds From Operations approved by the Board of Governors of the National 

Association of Real Estate Investment Trusts, or NAREIT, defines FFO as net income or loss (computed in 
accordance with GAAP), excluding gains or losses from sales of property, plus depreciation and amortization, 
and after adjustments for unconsolidated partnerships and joint ventures.  Adjustments for unconsolidated 
partnerships and joint ventures are calculated to reflect FFO on the same basis.  We compute FFO in accordance 
with standards established by NAREIT.  This may not be comparable to FFO reported by others that do not 
define the term in accordance with the current NAREIT definition, or that interpret the current NAREIT 
definition differently than we do. 

 
EBITDA is a commonly used measure of performance in many industries.  We define EBITDA as net 

income or loss (computed in accordance with GAAP) plus interest expenses, income taxes, depreciation and 
amortization, and after adjustments for unconsolidated partnerships and joint ventures.  Adjustments for 
unconsolidated partnerships and joint ventures are calculated to reflect EBITDA on the same basis. 

 
 To derive same-store comparisons, we have adjusted FFO and EBITDA to remove discontinued 
operations and gains on sales of condominium units; and have added the historical results of operations from the 
two hotels acquired in December 2007. 
 
Hotel EBITDA and Hotel EBITDA Margin 

 
Hotel EBITDA and Hotel EBITDA margin are commonly used measures of performance in the hotel 

industry and give investors a more complete understanding of the operating results over which our individual 
hotels and operating managers have direct control.  We believe that Hotel EBITDA and Hotel EBITDA margin 
are useful to investors by providing greater transparency with respect to two significant measures used by us in 
our financial and operational decision-making.  Additionally, using these measures facilitates comparisons with 
hotel REITs and hotel owners.  We present Hotel EBITDA and Hotel EBITDA margin by eliminating corporate-
level expenses, depreciation and amortization, and expenses related to our capital structure.  We eliminate 
corporate-level costs and expenses because we believe property-level results provide investors with supplemental 
information into the ongoing operational performance of our hotels and the effectiveness of management in 
running our business on a property-level basis.  We eliminate depreciation and amortization because, even 
though depreciation and amortization are property-level expenses, we do not believe that these non-cash 
expenses, which are based on historical cost accounting for real estate assets, and implicitly assume that the 
value of real estate assets diminishes predictably over time, accurately reflect an adjustment in the value of our 
assets.  We also eliminate consolidated percentage rent paid to unconsolidated entities, which is effectively 
eliminated by minority interest expense and equity in income from unconsolidated subsidiaries, and include the 
cost of unconsolidated taxes, insurance and lease expense, to reflect the entire operating costs applicable to our 
Consolidated Hotels.  Hotel EBITDA and Hotel EBITDA margins are presented on a same-store basis including 
the historical results of operations from the two hotels acquired in December 2007. 

 
Use and Limitations of Non-GAAP Measures 

 
FelCor’s management and Board of Directors use FFO, EBITDA, Hotel EBITDA and Hotel EBITDA 

margin to evaluate the performance of our hotels and to facilitate comparisons between us and other lodging 
REITs, hotel owners who are not REITs and other capital intensive companies.  We use Hotel EBITDA and 
Hotel EBITDA margin in evaluating hotel-level performance and the operating efficiency of our hotel managers. 
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The use of these non-GAAP financial measures has certain limitations.  FFO, EBITDA, Hotel EBITDA 
and Hotel EBITDA margin, as presented by us, may not be comparable to FFO, EBITDA, Hotel EBITDA and 
Hotel EBITDA margin as calculated by other real estate companies.  These measures do not reflect certain 
expenses that we incurred and will incur, such as depreciation, interest and capital expenditures.  FelCor’s 
management compensates for these limitations by separately considering the impact of these excluded items to 
the extent they are material to operating decisions or assessments of our operating performance.  Our 
reconciliations to the most comparable GAAP financial measures, and our consolidated statements of operations 
and cash flows, include interest expense, capital expenditures, and other excluded items, all of which should be 
considered when evaluating our performance, as well as the usefulness of our non-GAAP financial measures. 

  
These non-GAAP financial measures are used in addition to and in conjunction with results presented in 

accordance with GAAP.  They should not be considered as alternatives to operating profit, cash flow from 
operations, or any other operating performance measure prescribed by GAAP.  Neither should FFO, FFO per 
unit or EBITDA be considered as measures of our liquidity or indicative of funds available for our cash needs, 
including our ability to make cash distributions or service our debt.  FFO per unit does not measure, and should 
not be used as a measure of, amounts that accrue directly to the benefit of unitholders.  FFO, EBITDA, Hotel 
EBITDA and Hotel EBITDA margin reflect additional ways of viewing our operations that we believe, when 
viewed with our GAAP results and the reconciliations to the corresponding GAAP financial measures, provide a 
more complete understanding of factors and trends affecting our business than could be obtained absent this 
disclosure.  Management strongly encourages investors to review our financial information in its entirety and not 
to rely on a single financial measure.   
 
Liquidity and Capital Resources 
 

Hotel operations provide most of the cash needed to meet our cash requirements, including distributions 
to unitholders and repayments of indebtedness.  In 2008, our net cash flow provided by operating activities, 
consisting primarily of hotel operations, was $153.2 million.  At December 31, 2008, we had cash on hand of 
$50.2 million, including approximately $33.2 million held pursuant to management agreements with our 
independent management companies to meet minimum working capital requirements. 

 
 In 2008, we declared and paid common distributions of $0.85 per unit in the aggregate.  We suspended 
payment of our quarterly common distribution in December 2008 in light of the deepening recession, the 
attendant impact on our industry and FelCor LP, and the severe contraction in the capital markets.  FelCor’s 
Board of Directors will determine the amount of future common and preferred distributions for each quarter, 
based upon various factors including operating results, economic conditions, other operating trends, our financial 
condition and capital requirements, as well as the minimum REIT distribution requirements.   

 
We have $132 million of non-recourse mortgage debt, in the aggregate, that matures in 2009.  Of this 

debt, a $117 million loan, secured by seven hotels, matures in April 2009.  At the time of this filing we have 
agreed in principle on the material terms to refinance this loan for five years with Prudential Mortgage Capital, 
one of the current lenders (with respect to which we have paid a non-refundable $300,000 portion of the 
origination fee) and are negotiating final documentation.  We expect to close the refinancing prior to maturity, 
subject to documentation, due diligence and customary conditions.  We have a variety of financing alternatives 
in the unlikely event that we are unable to refinance this loan. We also have two other non-recourse mortgage 
loans aggregating $15 million, secured by two hotels, that mature in 2009; we expect to repay these loans 
through a combination of cash on hand and borrowings. 

 
We have agreed in principle on the material terms of a new $200 million term loan, which would be 

secured by first mortgages on eight currently unencumbered hotels and, assuming all extension options are 
exercised, will not mature until 2013.  This loan would contain no corporate financial covenants and would only 
be recourse to the borrower, a to-be-formed wholly-owned subsidiary. The material terms of this loan have been 
approved by JPMorgan Securities Inc. as lead arranger, and JPMorgan Chase Bank, N.A. as administrative 
agent, which will provide a portion of the loan.  Proceeds from this loan will be used for general working capital 
purposes and to repay the outstanding balance on our line of credit (which will be cancelled upon repayment). 
 We expect to close this new loan, subject to other lenders’ approval, documentation, due diligence and 
customary conditions, by the end of April. 
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Our line of credit contains certain restrictive financial covenants, such as a minimum leverage ratio 

(65%), a minimum fixed charge coverage ratio (1.5 to 1.0), and a minimum unencumbered leverage ratio (60%).  
At the date of this filing we were in compliance with all of these covenants.  Our compliance with these 
covenants in future periods will depend substantially on the financial results of our hotels.  If current financial 
market conditions persist and our business continues to deteriorate, we may breach one or more of our financial 
covenants.  
 

If we are unable to repay our line of credit, and we breach one or more of these financial covenants, we 
would be in default, which could allow the lenders to demand payment of all amounts outstanding under our line 
of credit.  Additionally, a demand for payment following a financial covenant default by our lenders constitutes 
an event of default under the indentures governing our senior notes, which in turn, could accelerate our 
obligation to repay the amounts outstanding under our senior notes. While we believe that we will successfully 
close our new secured term loan, as discussed above, we have several other alternatives available to ensure 
continued compliance with our financial covenants or repay our line of credit, including identifying other sources 
of debt or equity financing, selling unencumbered hotels and/or implementing additional cost cutting measures. 
Of course, we can provide no assurance that we will be able to close our new secured term loan, identify 
additional sources of debt or equity financing or sell hotels on terms that are favorable or otherwise acceptable to 
us.  

 
We currently expect approximately $97 to $112 million of cash flow provided by operating activities for 

2009.  This forecast assumes RevPAR decreases 10% to 13% and Hotel EBITDA margins decreases by 
approximately 350 to 450 basis points.  Our current operating plan contemplates that we will make no common 
distribution payments, $39 million of preferred distribution payments, $11 million in normal recurring principal 
payments and $15 million repayment of maturing mortgage debt, leaving approximately $32 million to 
$47 million in surplus cash flow (before capital expenditures or additional debt reduction).  In 2009, we plan to 
spend approximately $84 million on capital expenditures, which will be funded from operating cash flow and 
borrowings. 
 

In 2008, we identified two Holiday Inn hotels in Florida operating under management agreements with 
IHG as candidates to be sold.  These hotels were originally designated for redevelopment with condominiums, 
but market conditions in Florida no longer make these condominium projects feasible.  We also determined that 
the major capital expenditures necessary to retain the Holiday Inn flags at these hotels were not in the best 
interests of our unitholders, given the shortened hold period for these hotels.  We have agreed with IHG that the 
management agreements for one hotel will be terminated June 30, 2009, and the other hotel will be terminated 
December 31, 2009.  Following termination (or earlier sale) of each hotel, we will be required to pay 
replacement management fees for up to one year and liquidated damages (net of any replacement management 
fees previously paid) at the end of that year;  or reinvest in another hotel to be managed by IHG and carrying an 
IHG brand.  Given the current state of the economy and the market for hotel acquisitions, sale of either hotel or 
substitution of a replacement hotel appear unlikely prior to the relevant dates, and we will likely have to pay IHG 
at least some portion of replacement management fees and/or liquidated damages. Liquidated damages are 
computed based on operating results of a hotel prior to termination, and we expect that the aggregate liability 
related to these hotels, if paid, could be approximately $11 million.  We have accrued the full amount of 
liquidated damages in 2008. 
 
 The capital markets, and our access to financing on reasonably acceptable terms or not at all, have 
historically been affected by external events and circumstances, including the current recession, major bank 
failures, the subprime mortgage crisis, rising unemployment, shrinking GDP, acts of terrorism, etc.  Events, or 
circumstances of similar magnitude or impact, could adversely affect the availability and cost of our capital 
going forward.  In addition, if the recession in the overall economy and the lodging industry continues, our 
operating cash flow and the availability and cost of capital for our business will be adversely affected. 
 
 We are subject to increases in hotel operating expenses, including wage and benefit costs, repair and 
maintenance expenses, utilities and insurance expenses, that can fluctuate disproportionately to revenues.  
Operating expenses are difficult to predict and control, which can produce volatility in our operating results.  If 
our hotel RevPAR decreases and/or Hotel EBITDA margins shrink, our operations, earnings and/or cash flow 
could be adversely effected.   
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 During 2008, we spent $156.2 million in capital expenditures on our consolidated and unconsolidated 
hotels, including our pro rata share of joint venture capital expenditures.  This amount includes both renovation 
and redevelopment projects. 
 
 We capitalize interest and certain other costs, such as property taxes, land leases, property insurance and 
employee costs relating to hotels undergoing major renovations and redevelopments.  We cease capitalizing these 
costs to projects when construction is substantially complete.  In 2008, 2007, and 2006, we capitalized $6.8 million, 
$12.5 million and $10.6 million of such costs, respectively.  Because of the reduced level of renovation work 
compared to prior years, we expect to capitalize less of these costs in 2009. 
 
Debt 
 
 Line of Credit.  At December 31, 2008, we had $113 million outstanding under our line of credit and the 
interest rate on our line of credit was LIBOR plus 0.80%.  Under some circumstances we may be restricted from 
drawing the full amount under our line of credit. 
 

Our $250 million line of credit contains certain restrictive financial covenants, including a leverage 
ratio, fixed charge coverage ratio, unencumbered leverage ratio and maximum payout ratio.  The interest rate on 
our line can range from 80 to 150 basis points over LIBOR, based on our leverage ratio as defined in our line of 
credit agreement.  In addition to financial covenants, our line of credit includes certain other affirmative and 
negative covenants, including restrictions on our ability to create or acquire wholly-owned subsidiaries; 
restrictions on the operation/ownership of our hotels; limitations on our ability to lease property or guarantee 
leases of other persons; limitations on our ability to make restricted payments (such as distributions on common 
and preferred units, FelCor share repurchases and certain investments); limitations on our ability to merge or 
consolidate with other persons, to issue stock of our subsidiaries and to sell all or substantially all of our assets; 
restrictions on our ability to make investments in condominium developments; limitations on our ability to 
change the nature of our business; limitations on our ability to modify certain instruments, to create liens, to 
enter into transactions with affiliates; and limitations on our ability to enter into joint ventures.  At the date of 
this filing, we were in compliance with all of these covenants.  Our compliance with these covenants in future 
periods will depend substantially on the financial results of our hotels.  If current financial market conditions 
persist and our business continues to deteriorate, we may breach one or more of our financial covenants.  
 

Our other borrowings contain affirmative and negative covenants that are generally equal to or less 
restrictive than our line of credit.  Payment of amounts due under our line of credit is guaranteed by us and 
certain of our subsidiaries who also guarantee payment of our senior notes and payment is secured by a pledge of 
FelCor’s limited partnership interest in us. 
 

Mortgage Debt.  At December 31, 2008, we had aggregate mortgage indebtedness of approximately 
$924.3 million that was secured by 44 of our consolidated hotels with an aggregate book value of approximately 
$1.4 billion.  Our hotel mortgage debt is recourse solely to the specific assets securing the debt, except in the 
case of fraud, misapplication of funds and other customary recourse carve-out provisions.  Loans secured by four 
hotels provide for lock-box arrangements under certain circumstances.   
 

With respect to two of these loans, we are permitted to retain 115% of budgeted hotel operating 
expenses, but the remaining revenues would become subject to a lock-box arrangement if a specified debt 
service coverage ratio is not met.  These hotels currently exceed the minimum debt service coverage ratio, 
however, under the terms of the loan agreement, the lock-box provisions remain in place until the loan is repaid.  
None of these hotels has ever fallen below the debt service coverage ratio. 
 
 With respect to the mortgage debt at two of our hotels, all cash from the hotels in excess of operating 
expenses, taxes, insurance and capital expenditure reserves is subject to lock-box arrangements.  In each case, 
the lender holds lock-box funds that are first applied to meet current debt service obligations and any excess 
funds are held in the lock-box account until the relevant hotel meets or exceeds a debt service coverage ratio of 
1.1:1.  At December 31, 2008, the debt service coverage ratio for both hotels was above 1.1:1. 
 

Our hotel mortgage debt is non-recourse to us and contains provisions allowing for the substitution of 
collateral upon satisfaction of certain conditions.  Most of our mortgage debt is prepayable, subject to various 
prepayment, yield maintenance or defeasance obligations. 
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 Senior Notes.  Our publicly-traded senior notes require that we satisfy total leverage, secured leverage 
and interest coverage tests in order to: incur additional indebtedness except to refinance maturing debt with 
replacement debt, as defined under our indentures; pay distributions in excess of the minimum distributions 
required to meet FelCor’s REIT qualification test; repurchase FelCor’s capital stock; or merge.  As of the date of 
this filing, we have satisfied all such tests.  Under the terms of one of our indentures, we are prohibited from 
repurchasing any of FelCor’s capital stock, whether common or preferred, subject to certain exceptions, so long 
as our debt-to-EBITDA ratio, as defined in the indentures, exceeds 4.85 to 1, which it does at the date of this 
filing.  Debt, as defined in the indentures, approximates our consolidated debt.  EBITDA is defined in the 
indentures as consolidated GAAP net income, actual cash distributions by unconsolidated entities, gains or losses 
from asset sales, distributions on preferred units and extraordinary gains and losses (as defined at the date of the 
indentures), plus interest expense, income taxes, depreciation expense, amortization expense and other non-cash 
items.  In addition, if we were unable to continue to satisfy the incurrence test under the indentures governing 
our senior notes, we may be prohibited from, among other things, incurring any additional indebtedness, except 
under certain specific exceptions, or paying distributions on our preferred or common units, except to the extent 
necessary to satisfy FelCor’s REIT qualification requirement that it distribute currently at least 90% of its taxable 
income. 

 
Interest Rate Caps.  To fulfill requirements under certain loans, we owned interest rate caps with 

aggregate notional amounts of $427.2 million as of December 31, 2008 and 2007.  These interest rate cap 
agreements have not been designated as hedges and have insignificant fair values at both December 31, 2008 and 
2007, resulting in no significant net earnings impact. 

 



 

49 
 

The following table details our consolidated debt outstanding at December 31, 2008 and 2007 (in 
thousands): 
 
  Interest Rate at  Balance Outstanding 
 Encumbered December 31,  December 31, 
 Hotels 2008 Maturity Date 2008  2007 
Senior term notes none  8.50%(a) June 2011 $ 299,414  $ 299,163
Senior term notes none  L + 1.875 December 2011  215,000   215,000
Line of credit(b) none  L + 0.80 August 2011  113,000   -   
Other none  - July 2008  -      8,350
  Total line of credit  
      and senior debt(c) 

  
 5.53 

    
627,414 

  
522,513

Mortgage debt 12 hotels  L + 0.93(d) November 2011(e)  250,000  250,000
Mortgage debt 2 hotels  L + 1.55(f) May 2012(g)  176,267  175,980
Mortgage debt 8 hotels  8.70 May 2010  162,250  165,981
Mortgage debt 7 hotels  7.32 April 2009  117,131  120,827
Mortgage debt 6 hotels  8.73 May 2010  116,285  119,568
Mortgage debt 5 hotels  6.66 June – August 2014  72,517  73,988
Mortgage debt 2 hotels 6.15 June 2009  14,641  15,099
Mortgage debt 1 hotel  5.81 July 2016  12,137  12,509
Mortgage debt -     - August 2008  -     15,500
Other 1 hotel    various various  3,044  3,642
  Total mortgage debt(c) 44 hotels  5.03    924,272  953,094
     Total    5.23%   $ 1,551,686  $ 1,475,607

 

(a) Effective February 13, our senior notes were rated B1 and B+ by Moody’s Investor Service and 
Standard & Poor’s Rating Services, respectively.  As a result, the interest rate on $300 million of our 
Senior Notes due 2011 was increased by 50 basis points to 9.0%.  When either Moody’s or Standard & 
Poor’s increases our senior note ratings, the interest rate will decrease to 8.5%. 

(b) We have a $250 million line of credit, of which we had $113 million outstanding at December 31, 2008.  
The interest rate can range from 80 to 150 basis points over LIBOR, based on our leverage ratio as 
defined in our line of credit agreement. 

(c) Interest rates are calculated based on the weighted average debt outstanding at December 31, 2008. 
(d) We have purchased an interest rate cap at 7.8% that expires in November 2009 for the notional amount 

of this debt. 
(e) The maturity date assumes that we will exercise the remaining two successive one-year extension 

options that permit, at our sole discretion, the current November 2009 maturity to be extended to 2011.  
In July 2008, we exercised our first one-year option to extend the maturity to November 2009, and we 
expect to exercise the remaining options when timely. 

(f) We have purchased interest rate caps at 6.25% that expire in May 2009 for $177 million aggregate 
notional amounts. 

(g) The maturity date assumes that we will exercise three successive one-year extension options that permit, 
at our sole discretion, the original May 2009 maturity to be extended to 2012, and we expect to exercise 
the options when timely. 
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Contractual Obligations 
 
 We have obligations and commitments to make certain future payments under debt agreements and 
various contracts.  The following schedule details these obligations at December 31, 2008 (in thousands): 
 
 Total Less Than

1 Year 
 1 – 3 

Years 
 4 – 5 

Years 
 After 

5 Years 
Debt(a) $ 1,736,517  $ 218,590 $ 1,245,752(b) $ 194,775 $ 77,400
Operating leases  357,005   33,831  63,365  43,178  216,631
Purchase obligations  62,305   62,305  -    -     -   
IHG liquidated damages  11,060   439  10,621  -     -   
     Total contractual obligations $ 2,166,887  $ 315,165 $ 1,319,738 $ 237,953 $ 294,031
 
(a) Our long-term debt consists of both secured and unsecured debt and includes both principal and interest.  

Interest expense for variable rate debt was calculated using the interest rate at December 31, 2008. 
(b) Assumes the extension through November 2011, at our option, of $250 million of debt with a current 

maturity of November 2009 and the extension through May 2012, at our option, of $176 million of debt 
with a current maturity of May 2009. 

 
Off-Balance Sheet Arrangements 
 
 At December 31, 2008, we had unconsolidated 50% investments in ventures that own an aggregate of 
17 hotels (referred to as hotel joint ventures), and we had unconsolidated 50% investments in ventures that 
operate three of those 17 hotels (referred to as operating joint ventures).  Of the remaining 14 joint venture 
hotels, we own approximately 51% of the lessees operating 13 hotels and one hotel joint venture is operated 
without a lease.  We also owned a 50% interest in entities that provide condominium management services and 
develop condominiums in Myrtle Beach, South Carolina.  None of FelCor’s directors, officers or employees 
owns any interest in any of these joint ventures or entities.  The hotel joint ventures had $224.4 million of non-
recourse mortgage debt relating to these 17 hotels, of which our pro rata portion was $112.2 million, none of 
which is reflected as a liability on our consolidated balance sheet.  Our liabilities with regard to non-recourse 
debt and the liabilities of our subsidiaries that are members or partners in joint ventures are generally limited to 
guarantees of the borrowing entity’s obligations to pay for the lender’s losses caused by misconduct, fraud or 
misappropriation of funds by the venture and other typical exceptions from the non-recourse provisions in the 
mortgages, such as for environmental liabilities. 
 
 We have recorded equity in income (loss) of unconsolidated entities of $(10.9) million; $20.4 million; 
and $11.5 million for the years ended December 31, 2008, 2007 and 2006, respectively, and received 
distributions of $27.8 million (of which $3.0 million was provided from operations), $9.8 million (of which 
$0.9 million was provided from operations), and $9.3 million (of which $3.6 million was provided from 
operations) for the years 2008, 2007 and 2006, respectively.  The principal source of income for our hotel joint 
ventures is percentage lease revenue from their operating lessees. 

 
Capital expenditures on the hotels owned by our hotel joint ventures are generally funded from the 

income from operations of these ventures.  However, if a venture has insufficient cash flow to meet operating 
expenses or make necessary capital improvements, the venture may make a capital call upon the venture 
members or partners to fund such necessary improvements.  It is possible that, in the event of a capital call, the 
other joint venture member or partner may be unwilling or unable to make the necessary capital contributions.  
Under such circumstances, we may elect to make the other party’s contribution as a loan to the venture or as an 
additional capital contribution by us.  Under certain circumstances, a capital contribution by us may increase our 
equity investment to greater than 50% and may require that we consolidate the venture, including all of its assets 
and liabilities, into our consolidated financial statements.  
 

With respect to those ventures that are partnerships, the hotels owned by these ventures could perform 
below expectations and result in the insolvency of the ventures and the acceleration of their debts, unless the 
members or partners provide additional capital.  In some ventures, the members or partners may be required to 
make additional capital contributions or have their interest in the venture be reduced or offset for the benefit of 
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any party making the required investment on their behalf.  We may be faced with the choice of losing our 
investment in a venture or investing additional capital under circumstances that do not assure a return on that 
investment.   
 
Inflation 
 
 Operators of hotels, in general, possess the ability to adjust room rates daily to reflect the effects of 
inflation.  Competitive pressures may, however, require us to reduce room rates in the near term and may limit 
our ability to raise room rates in the future.  We are also subject to the risk that inflation will cause increases in 
hotel operating expenses disproportionately to revenues. 
 
Seasonality 
 

 The lodging business is seasonal in nature.  Generally, hotel revenues are greater in the second and third 
calendar quarters than in the first and fourth calendar quarters, although this may not be true for hotels in major 
tourist destinations. Revenues for hotels in tourist areas generally are substantially greater during tourist season 
than other times of the year.  Seasonal variations in revenue at our hotels can be expected to cause quarterly 
fluctuations in our revenues.  Quarterly earnings also may be adversely affected by events beyond our control, 
such as extreme weather conditions, economic factors and other considerations affecting travel.  To the extent 
that cash flow from operations is insufficient during any quarter, due to temporary or seasonal fluctuations in 
revenues, we may utilize cash on hand or borrowings to satisfy our obligations or make distributions to our 
equity holders.   
 

Critical Accounting Policies and Estimates 
 

 Our discussion and analysis of our financial condition and results of operations is based upon our 
consolidated financial statements, which have been prepared in accordance with GAAP.  The preparation of 
these financial statements requires us to make estimates and judgments that affect the reported amounts of assets, 
liabilities, revenues and expenses, and related disclosure of contingent assets and liabilities. 
 

 On an on-going basis, we evaluate our estimates, including those related to bad debts, the carrying value 
of investments in hotels, litigation, and other contingencies.  We base our estimates on historical experience and 
on various other assumptions that we believe to be reasonable under the circumstances, the results of which form 
the basis for making judgments about the carrying values of assets and liabilities that are not readily apparent 
from other sources.  Actual results may differ from these estimates under different assumptions or conditions. 
 

 We believe the following critical accounting policies affect the most significant judgments and estimates 
used in the preparation of our consolidated financial statements. 
 

• We are required by GAAP to record an impairment charge when we believe that an investment in 
one or more of our hotels held for investment has been impaired, such that future undiscounted 
cash flows would not recover the book basis, or net book value, of the investment.  We test for 
impairment when certain events occur, including one or more of the following:  projected cash 
flows are significantly less than recent historical cash flows; significant changes in legal factors or 
actions by a regulator that could affect the value of our hotels; events that could cause changes or 
uncertainty in travel patterns; and a current expectation that, more likely than not, a hotel will be 
sold or otherwise disposed of significantly before the end of its previously estimated useful life.  In 
the evaluation of impairment of our hotels, and in establishing impairment charges, we made many 
assumptions and estimates on a hotel by hotel basis, which included the following: 

o Annual cash flow growth rates for revenues and expenses; 
o Holding periods; 
o Expected remaining useful lives of assets; 
o Estimates in fair values taking into consideration future cash flows, capitalization 

rates, discount rates and comparable selling prices; and 
o Future capital expenditures. 
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 We are also required under GAAP to record an impairment charge when one or more of our 

investments in unconsolidated subsidiaries experiences an other-than-temporary decline in fair 
value.  Any decline in fair value that is not expected to be recovered in the next 12 months is 
considered other-than-temporary.  We record an impairment in our equity based investments as a 
reduction in the carrying value of the investment.  Our estimates of fair values are based on future 
cash flow estimates, capitalization rates, discount rates and comparable selling prices. 

  
 Changes in these estimates, future adverse changes in market conditions or poor operating results 

of underlying hotels could result in an inability to recover the carrying value of our hotels or 
investments in unconsolidated entities, thereby requiring future impairment charges. 

  
• We capitalize interest and certain other costs, such as property taxes, land leases, and property 

insurance and employee costs related to hotels undergoing major renovations and redevelopments.  
Such costs capitalized in 2008, 2007 and 2006 were $6.8 million, $12.5 million and $10.6 million, 
respectively.  We make estimates with regard to when components of the renovated asset or 
redevelopment project are taken out of service or placed in service when determining the 
appropriate amount and time to capitalize these costs.  If these estimates are inaccurate, we could 
capitalize too much or too little with regard to a particular project.   

  
• Depreciation expense is based on the estimated useful life of our assets and amortization expense 

for leasehold improvements is the shorter of the lease term or the estimated useful life of the 
related assets.  The lives of the assets are based on a number of assumptions including cost and 
timing of capital expenditures to maintain and refurbish the assets, as well as specific market and 
economic conditions.  While we believe our estimates are reasonable, a change in the estimated 
lives could affect depreciation and amortization expense and net income (loss) or the gain or loss 
on the sale of any of our hotels. 

  
• Investments in hotel properties are stated at acquisition cost and allocated to land, property and 

equipment, identifiable intangible assets and assumed debt and other liabilities at fair value in 
accordance with Statement of Financial Accounting Standards No. 141, “Business Combinations.”  
Any remaining unallocated acquisition costs are treated as goodwill.  Property and equipment are 
recorded at fair value based on current replacement cost for similar capacity and allocated to 
buildings, improvements, furniture, fixtures and equipment using appraisals and valuations 
prepared by management and/or independent third parties.  Identifiable intangible assets (typically 
contracts including ground and retail leases and management and franchise agreements) are 
recorded at fair value, although no value is generally allocated to contracts which are at market 
terms.  Above-market and below-market contract values are based on the present value of the 
difference between contractual amounts to be paid pursuant to the contracts acquired and our 
estimate of the fair value of contract rates for corresponding contracts measured over the period 
equal to the remaining non-cancelable term of the contract.  Intangible assets are amortized using 
the straight-line method over the remaining non-cancelable term of the related agreements.  In 
making estimates of fair values for purposes of allocating purchase price, we may utilize a number 
of sources such as those obtained in connection with the acquisition or financing of a property and 
other market data, including third-party appraisals and valuations. 

  
• We make estimates with respect to contingent liabilities for losses covered by insurance in 

accordance with Financial Accounting Standard 5, “Accounting for Contingencies” (FAS 5).  We 
record liabilities for self insured losses under our insurance programs when it becomes probable 
that an asset has been impaired or a liability has been incurred at the date of our financial 
statements and the amount of the loss can be reasonably estimated.  We are self-insured for the 
first $250,000, per occurrence, of our general liability claims with regard to 60 of our hotels.  We 
review the adequacy of our reserves for our self-insured claims on a regular basis.  Our reserves 
are intended to cover the estimated ultimate uninsured liability for losses with respect to reported 
and unreported claims incurred at the end of each accounting period.  These reserves represent 
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estimates at a given date, generally utilizing projections based on claims, historical settlement of 
claims and estimates of future costs to settle claims.  Estimates are also required since there may 
be delays in reporting.  Because establishment of insurance reserves is an inherently uncertain 
process involving estimates, currently established reserves may not be sufficient.  If our insurance 
reserves of $4.2 million, at December 31, 2008, for general liability losses are insufficient, we will 
record an additional expense in future periods.  Property and catastrophic losses are event-driven 
losses and, as such, until a loss occurs and the amount of loss can be reasonably estimated, no 
liability is recorded.  We had recorded no contingent liabilities with regard to property or 
catastrophic losses at December 31, 2008. 

  

• Our Taxable REIT Subsidiaries, or TRSs, have cumulative potential future tax deductions totaling 
$344.1 million.  The net deferred income tax asset associated with these potential future tax 
deductions was $137.9 million.  We have recorded a valuation allowance equal to 100% of our 
$137.9 million deferred tax asset related to our TRSs, because of the uncertainty of realizing the 
benefit of the deferred tax asset.  SFAS 109, “Accounting for Income Taxes,” establishes financial 
accounting and reporting standards for the effect of income taxes.  The objectives of accounting 
for income taxes are to recognize the amount of taxes payable or refundable for the current year 
and deferred tax liabilities and assets for the future tax consequences of events that have been 
recognized in an entity’s financial statements or tax returns.  In accordance with SFAS 109, we 
have considered future taxable income and ongoing prudent and feasible tax planning strategies in 
assessing the need for a valuation allowance.  In the event we were to determine that we would be 
able to realize all or a portion of our deferred tax assets in the future, an adjustment to the deferred 
tax asset would increase operating income in the period such determination was made.  

 
Recent Changes to Accounting Standards  
 
 In September 2006, the FASB issued Statement No. 157, “Fair Value Measurements” (SFAS 157). 
SFAS 157 provides guidance for using fair value to measure assets and liabilities. This statement clarifies the 
principle that fair value should be based on the assumptions that market participants would use when pricing the 
asset or liability. SFAS 157 establishes a fair value hierarchy, giving the highest priority to quoted prices in 
active markets and the lowest priority to unobservable data. SFAS 157 applies whenever other standards require 
assets or liabilities to be measured at fair value. SFAS 157 also provides for certain disclosure requirements, 
including, but not limited to, the valuation techniques used to measure fair value and a discussion of changes in 
valuation techniques, if any, during the period. This statement was effective for us on January 1, 2008, except for 
nonfinancial assets and nonfinancial liabilities that are not recognized or disclosed at fair value on a recurring 
basis, for which the effective date is January 1, 2009.  The adoption of this standard as it relates to financial 
assets and liabilities did not have a material impact on our financial position and results of operations, and we do 
not believe that the adoption of this standard on January 1, 2009 as it relates to non-financial assets and liabilities 
will have a material effect on our financial position and results of operations. 
 
 In February 2007, the FASB issued Statement No. 159, "The Fair Value Option for Financial Assets and 
Financial Liabilities" (SFAS 159), which gives entities the option to measure eligible financial assets, financial 
liabilities and firm commitments at fair value on an instrument-by-instrument basis, that are otherwise not 
permitted to be accounted for at fair value under other accounting standards. The election to use the fair value 
option is available when an entity first recognizes a financial asset or financial liability or upon entering into a 
firm commitment. Subsequent changes (i.e., unrealized gains and losses) in fair value must be recorded in 
earnings.  Additionally, SFAS 159 allowed for a one-time election for existing positions upon adoption, with the 
transition adjustment recorded to beginning retained earnings. This statement was effective for us on January 1, 
2008.  We did not make the one-time election upon adoption and therefore, we do not believe that the adoption 
of this standard will have a material effect on our financial position and results of operations. 
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 In December 2007, the FASB issued Statement No. 141 (revised 2007), "Business Combinations" 
(SFAS 141(R)), which establishes principles and requirements for how the acquirer shall recognize and measure 
in its financial statements the identifiable assets acquired, liabilities assumed, any noncontrolling interest in the 
acquiree and goodwill acquired in a business combination. This statement is effective for us for business 
combinations for which the acquisition date is on or after January 1, 2009.  The adoption of this standard on 
January 1, 2009 could materially impact our future financial results to the extent that we acquire significant 
amounts of real estate, as related acquisition costs will be expensed as incurred compared to our prior practice of 
capitalizing such costs and amortizing them over the estimated useful life of the assets acquired. 
 
 In December 2007, the FASB issued Statement No. 160, “Noncontrolling Interests in Consolidated 
Financial Statements – an Amendment of ARB No. 51” (SFAS 160), which establishes and expands accounting 
and reporting standards for minority interests, which will be recharacterized as noncontrolling interests, in a 
subsidiary and the deconsolidation of a subsidiary.  SFAS 160 is effective for business combinations for which 
the acquisition date is on or after January 1, 2009.  We do not expect the adoption of SFAS 160 will have a 
significant impact on our results of operations or financial position other than the recharacterization of minority 
interests. 
 
 In March 2008, the FASB issued Statement No. 161, “Disclosures about Derivative Instruments and 
Hedging Activities – an Amendment of FASB Statement No. 133” (SFAS 161).  SFAS 161 requires enhanced 
disclosures related to derivative instruments and hedging activities, including disclosures regarding how an entity 
uses derivative instruments, how derivative instruments and related hedged items are accounted for under FASB 
Statement No. 133, “Accounting for Derivative Instruments and Hedging Activities,” and the impact of 
derivative instruments and related hedged items on an entity’s financial position, financial performance and cash 
flows.  SFAS 161 was effective on January 1, 2009.  We do not believe that the adoption of this standard will 
have a material effect on our financial position and results of operation. 
 
Item 7A.   Quantitative and Qualitative Disclosures About Market Risk 
 
 At December 31, 2008, approximately 51% of our consolidated debt had fixed interest rates.  In some 
cases, market rates of interest are below the rates we are obligated to pay on our fixed-rate debt.   
 
 The following tables provide information about our financial instruments that are sensitive to changes in 
interest rates.  For debt obligations, the tables present scheduled maturities and weighted average interest rates, 
by maturity dates.  The fair value of our fixed rate debt indicates the estimated principal amount of debt having 
the same debt service requirements that could have been borrowed at the date presented, at then current market 
interest rates.  
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December 31, 2008 

 Expected Maturity Date 
 

2009  2010 2011 2012 2013 Thereafter  
 

Total 
Fair 

Value
Liabilities (dollars in thousands) 
Fixed rate: 
   Debt $ 142,427  $ 274,014 $ 303,029 $ 2,415 $ 2,590 $ 73,245  $ 797,720 $ 685,512
   Average interest rate  7.27%   8.70% 8.49% 6.49% 6.49% 6.54%   8.15%   
Floating rate:         
   Debt  285   -   578,000 177,225 -   -      755,510 565,555
   Average interest rate(a)  4.25%   -   3.91% 4.65% -   -      4.08%   
Total debt $ 142,712  $ 274,014 $ 881,029 $ 179,640 $ 2,590 $ 73,245  $ 1,553,230
   Average interest rate  7.27%   8.70% 5.48% 4.67% 6.49% 6.54%   6.17%
Net discount           (1,544)
     Total debt       $ 1,551,686

 
(a) The average floating interest rate represents the implied forward rates in the yield curve at December 31, 2008. 

 
December 31, 2007 

 Expected Maturity Date 
 

2008  2009 2010 2011 2012 Thereafter  
 

Total 
Fair 

Value
Liabilities (dollars in thousands) 
Fixed rate: 
   Debt $ 13,733  $ 142,240 $ 274,376 $ 303,030 $ 2,415 $ 75,820  $ 811,614 $ 846,556
   Average interest rate  7.99%   7.27% 8.70% 8.49% 6.48% 6.53%   8.15%   
Floating rate:         
   Debt  273,850   177,225 -   215,000 -   -      666,075 666,075
   Average interest rate(a)  4.90%   5.22% -   6.48% -   -      5.49%   
Total debt $ 287,583  $ 319,465 $ 274,376 $ 518,030 $ 2,415 $ 75,820  $ 1,477,689
   Average interest rate  5.05%   6.13% 8.70% 7.65% 6.48% 6.53%   6.95%
Net discount           (2,082)
     Total debt       $ 1,475,607

 
(a) The average floating interest rate represents the implied forward rates in the yield curve at December 31, 2007. 

 
Swap contracts contain a credit risk, in that the counterparties may be unable to fulfill the terms of the 

agreement.  We minimize that risk by evaluating the creditworthiness of our counterparties, who are limited to 
major banks and financial institutions, and we do not anticipate nonperformance by the counterparties.  We had 
no interest rate swap agreements at December 31, 2008 or 2007. 
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Report of Independent Registered Public Accounting Firm 

 
 
To the Board of Directors and Stockholders of FelCor Lodging Trust Incorporated 
 
In our opinion, the accompanying consolidated balance sheets and the related consolidated statements of 
operations, comprehensive income (loss), partners’ capital, and cash flows present fairly, in all material respects, 
the financial position of FelCor Lodging Limited Partnership and its subsidiaries at December 31, 2008 and 
2007, and the results of their operations and their cash flows for each of the three years in the period ended 
December 31, 2008 in conformity with accounting principles generally accepted in the United States of America.  
In addition, in our opinion, the financial statement schedule listed in the accompanying index presents fairly, in 
all material respects, the information set forth therein when read in conjunction with the related consolidated 
financial statements.  Also in our opinion, the Company maintained, in all material respects, effective internal 
control over financial reporting as of December 31, 2008, based on criteria established in Internal Control - 
Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission 
(COSO).  The Company's management is responsible for these financial statements and financial statement 
schedule, for maintaining effective internal control over financial reporting and for its assessment of the 
effectiveness of internal control over financial reporting, included in Management’s Report on Internal Control 
over Financial Reporting appearing under Item 9A.  Our responsibility is to express opinions on these financial 
statements, on the financial statement schedule, and on the Company's internal control over financial reporting 
based on our integrated audits.  We conducted our audits in accordance with the standards of the Public 
Company Accounting Oversight Board (United States).  Those standards require that we plan and perform the 
audits to obtain reasonable assurance about whether the financial statements are free of material misstatement 
and whether effective internal control over financial reporting was maintained in all material respects.  Our 
audits of the financial statements included examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements, assessing the accounting principles used and significant estimates made 
by management, and evaluating the overall financial statement presentation.  Our audit of internal control over 
financial reporting included obtaining an understanding of internal control over financial reporting, assessing the 
risk that a material weakness exists, and testing and evaluating the design and operating effectiveness of internal 
control based on the assessed risk.  Our audits also included performing such other procedures as we considered 
necessary in the circumstances. We believe that our audits provide a reasonable basis for our opinions. 
 
A company’s internal control over financial reporting is a process designed to provide reasonable assurance 
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in 
accordance with generally accepted accounting principles.  A company’s internal control over financial reporting 
includes those policies and procedures that (i) pertain to the maintenance of records that, in reasonable detail, 
accurately and fairly reflect the transactions and dispositions of the assets of the company; (ii) provide 
reasonable assurance that transactions are recorded as necessary to permit preparation of financial statements in 
accordance with generally accepted accounting principles, and that receipts and expenditures of the company are 
being made only in accordance with authorizations of management and directors of the company; and 
(iii) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or 
disposition of the company’s assets that could have a material effect on the financial statements. 
 
Because of its inherent limitations, internal control over financial reporting may not prevent or detect 
misstatements.  Also, projections of any evaluation of effectiveness to future periods are subject to the risk that 
controls may become inadequate because of changes in conditions, or that the degree of compliance with the 
policies or procedures may deteriorate. 
 
/s/ PricewaterhouseCoopers LLP 
 
Dallas, Texas 
February 27, 2009 
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FELCOR LODGING LIMITED PARTNERSHIP 
 

CONSOLIDATED BALANCE SHEETS 
December 31, 2008 and 2007 

(in thousands) 
 

 2008  2007
Assets      

Investment in hotels, net of accumulated depreciation of $816,271 at
     December 31, 2008 and $694,464 at December 31, 2007............................$

 
2,279,026 

   
$ 2,400,057

Investment in unconsolidated entities ............................................................... 94,506    127,273
Cash and cash equivalents ................................................................................. 50,187    57,609
Restricted cash ................................................................................................... 13,213    14,846
Accounts receivable, net of allowance for doubtful accounts of $521
     at December 31, 2008 and $307 at December 31, 2007...............................

 
35,240 

   
37,871

Deferred expenses, net of accumulated amortization of $13,087 at
     December 31, 2008 and $10,820 at December 31, 2007..............................

 
5,556 

   
8,149

Other assets ....................................................................................................... 34,541    38,030
          Total assets ..............................................................................................$ 2,512,269   $ 2,683,835

Liabilities and Partners’ Capital     
Debt, net of discount of $1,544 at December 31, 2008 and $2,082 at 
     December 31, 2007.......................................................................................$

 
1,551,686 

   
$ 1,475,607

Distributions payable ......................................................................................... 8,545    30,493
Accrued expenses and other liabilities .............................................................. 132,604    134,159
          Total liabilities ......................................................................................... 1,692,835    1,640,259
Commitments and contingencies     
Redeemable units at redemption value, 296 and 1,354 units issued and  
     outstanding at December 31, 2008 and 2007, respectively ..........................

  
545 

   
21,109

Minority interest in other partnerships .............................................................. 23,784    25,264
Partners’ capital:     
Preferred units, $0.01 par value, 20,000 units authorized:     
   Series A Cumulative Convertible Preferred Units, 12,880 units,  
     issued and outstanding at December 31, 2008 and 2007 ..............................

  
309,362 

   
309,362

   Series C Cumulative Redeemable Preferred Units, 68 units, issued and  
     outstanding at December 31, 2008 and 2007 ...............................................

  
169,412 

   
169,412

Common units, 69,413 units issued and outstanding at December 31, 2008  
     and 2007 .......................................................................................................

  
300,913 

   
490,979

Accumulated other comprehensive income....................................................... 15,418    27,450
          Total partners’ capital .............................................................................. 795,105    997,203

          Total liabilities and partners’ capital .......................................................$ 2,512,269   $ 2,683,835
 
 

The accompanying notes are an integral part of these consolidated financial statements. 
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FELCOR LODGING LIMITED PARTNERSHIP 
 

CONSOLIDATED STATEMENTS OF OPERATIONS 
For the Years Ended December 31, 2008, 2007 and 2006 

(in thousands, except per unit data) 
 

 2008 2007  2006
Revenues:         
   Hotel operating revenue ....................................................... $1,126,793   $ 1,018,795   $ 990,959  
   Other revenue .......................................................................  2,983  3,089    79
Total revenues .........................................................................  1,129,776  1,021,884    991,038
Expenses:          
   Hotel departmental expenses ...............................................  382,825    329,436    319,731  
   Other property operating costs .............................................  302,978    275,217    270,301  
   Management and franchise fees ...........................................  57,278    53,508    51,237  
   Taxes, insurance and lease expense .....................................  113,809    121,259    112,052  
   Corporate expenses ..............................................................  20,698    20,718    23,308  
   Depreciation and amortization .............................................  141,668    110,751    94,579  
   Impairment loss ....................................................................  107,963    -       -    
   Liquidated damages .............................................................  11,060    -       -    
   Other expenses .....................................................................  6,538    2,825    33  
Total operating expenses .........................................................  1,144,817    913,714    871,241  
Operating income (loss) ..........................................................  (15,041 )   108,170    119,797  
Interest expense, net ................................................................  (98,789 )   (92,489 )   (110,867 )
Charge-off of deferred financing costs ...................................  -      -       (3,562 )
Loss on early extinguishment of debt .....................................  -    -       (12,471 )
Gain on swap termination .......................................................  -    -       1,715
Income (loss) before equity in income of unconsolidated  
      entities, minority interests and gain on sale of assets ........ 

 
(113,830

 
)

   
15,681 

   
(5,388

 
)

   Equity in income (loss) from unconsolidated entities ..........  (10,932 )  20,357    11,537
   Gain on involuntary conversion ...........................................  3,095  -       -   
   Loss on sale of other assets ..................................................  -    -       (92 )
   Gain on sale of condominiums .............................................  -    18,622    -   
   Minority interests .................................................................  (1,191 )  1,403    1,884
Income (loss) from continuing operations ..............................  (122,858 )  56,063    7,941
   Discontinued operations .......................................................  1,180  34,070    43,383
Net income (loss) ....................................................................  (121,678 )  90,133    51,324
   Preferred distributions ..........................................................  (38,713 )  (38,713 )   (38,713 )
Net income (loss) applicable to common unitholders ............. $ (160,391 )  $ 51,420   $ 12,611
Income (loss) per common unit data:       
   Basic per common unit data:       
     Income (loss) from continuing operations ......................... $ (2.56 )  $ 0.28   $ (0.49 )
     Net income (loss) ............................................................... $ (2.54 )  $ 0.82    0.20
     Basic weighted average common units outstanding ..........  63,178  62,955    62,598
   Diluted per common unit data:       
     Income (loss) from continuing operations ......................... $ (2.56 )  $ 0.27   $ (0.49 )
     Net income (loss) ............................................................... $ (2.54 )  $ 0.81    0.20
     Diluted weighted average common units outstanding .......  63,178    63,251    62,598  
Cash distributions declared on partnership units .................... $ 0.85   $ 1.20   $ 0.80  

 
The accompanying notes are an integral part of these consolidated financial statements. 
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FELCOR LODGING LIMITED PARTNERSHIP 
 

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS) 
For the years ended December 31, 2008, 2007 and 2006 

(in thousands) 
 
 
 

 2008 2007  2006
Net income (loss) ................................................................... $ (121,678 )  $ 90,133   $ 51,324  
Unrealized holding gains (loss) from interest rate swaps ...... -    -       (507 )
Realized gain from interest rate swaps .................................. -    -       (1,715 )
Foreign currency translation adjustment ................................ (12,032 )  11,611    (1,541 )
     Comprehensive income (loss) ........................................... $ (133,710 )  $ 101,744   $ 47,561  

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

The accompanying notes are an integral part of these consolidated financial statements. 
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FELCOR LODGING LIMITED PARTNERSHIP 
CONSOLIDATED STATEMENTS OF PARTNERS’ CAPITAL 

For the years ended December 31, 2008, 2007, and 2006 
(in thousands) 

 

 Preferred 
Units 

Partnership
Units  

Accumulated 
Other 

Comprehensive 
Income (Loss)  

Total 
Partners’ 
Capital 

Balance at December 31, 2005 ...........................  478,774  511,267   19,602    1,009,643
Foreign exchange translation ...............................  -     -      (1,541 )   (1,541)
Unrealized loss on hedging transaction ................  -     -      (507 )   (507)
Realized gain on hedging transaction ...................  -     -      (1,715 )   (1,715)
FelCor restricted stock compensation ..................  -     4,626   -       4,626
Exercise of FelCor stock options .........................  -     2,188   -       2,188
Distributions .........................................................  -     (88,992)   -       (88,992)
Allocation to redeemable units .............................  -     17,950   -       17,950
Net income ...........................................................  -     51,324   -       51,324
           
Balance at December 31, 2006 ...........................  478,774  498,363   15,839    992,976
Foreign exchange translation ...............................  -     -      11,611    11,611
FelCor restricted stock compensation ..................  -     2,822   -       2,822
Exercise of FelCor stock options .........................  -     6,300   -       6,300
Distributions .........................................................  -     (115,123)   -       (115,123)
Allocation to redeemable units .............................  -     8,484   -       8,484
Net income ........................................................... -     90,133   -       90,133
           
Balance at December 31, 2007 ...........................  478,774  490,979   27,450    997,203
Foreign exchange translation ...............................  -     -      (12,032 )   (12,032)
FelCor restricted stock compensation ..................  -     4,956   -       4,956
Distributions .........................................................  -     (93,868)   -       (93,868)
Allocation to redeemable units .............................  -     20,564   -       20,564
Costs related to FelCor’s shelf registration .......... -     (40)   -       (40)
Net loss ................................................................. -     (121,678)   -       (121,678)
           
Balance at December 31, 2008 ........................... $ 478,774 $ 300,913  $ 15,418   $ 795,105
 

 
 

The accompanying notes are an integral part of these consolidated financial statements. 
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FELCOR LODGING LIMITED PARTNERSHIP 
CONSOLIDATED STATEMENTS OF CASH FLOWS 
For the Years Ended December 31, 2008, 2007 and 2006 

(in thousands) 
 

 2008  2007 2006 
Cash flows from operating activities:    
   Net income (loss) ...........................................................................................$ (121,678)  $ 90,133 $ 51,324
   Adjustments to reconcile net income (loss) to net cash provided by
      operating activities: 

  

              Depreciation and amortization ............................................................ 141,668   110,765 110,274
              Gain on involuntary conversion .......................................................... (3,095)   -   -   
              Gain on sale of assets .......................................................................... (1,193)   (47,195) (48,802)
              Amortization of deferred financing fees and debt discount................. 2,959   2,663 4,456
              Amortization of unearned officers' and directors' compensation......... 4,451   4,239 5,080
              Equity in (income) loss from unconsolidated entities ......................... 10,932   (20,357) (11,537)
              Distributions of income from unconsolidated entities......................... 2,973   947 3,632
              Charges related to early debt extinguishment...................................... -     901 17,344
              Impairment loss hotels......................................................................... 107,963   -   16,474
              Minority interests ................................................................................ 1,191   (309) (1,068)
        Changes in assets and liabilities:   
              Accounts receivable ............................................................................ 3,675   (19) 12,571
              Restricted cash-operations ................................................................... (71)   3,787 (2,687)
              Other assets ......................................................................................... (386)   6,564 (9,076)
              Accrued expenses and other liabilities ................................................ 3,774   (14,782) (285)
                        Net cash flow provided by operating activities ......................... 153,163   137,337 147,700
Cash flows provided by (used in) investing activities:   
    Acquisition of hotels ..................................................................................... -     (50,424) -   
    Improvements and additions to hotels ........................................................... (142,897)   (227,518) (168,525)
    Additions to condominium project ................................................................ (752)   (8,299) (51,200)
    Proceeds from sale of hotels .......................................................................... -     165,107 346,332
    Proceeds from sale of condominiums ............................................................ -     20,669 -   
    Proceeds received from property damage insurance ..................................... 2,005   2,034 7,535
    Purchase of investment securities .................................................................. -     (8,246) -   
    Decrease in restricted cash-investing ............................................................ 1,705   7,334 1,008
    Redemption of investment securities ............................................................. 5,397   743 -   
    Cash distributions from unconsolidated entities............................................ 24,858   8,812 5,700
    Capital contributions to unconsolidated entities............................................ (5,995)   (4,650) (250)
                        Net cash flow provided by (used in) investing activities ........... (115,679)   (94,438) 140,600
Cash flows provided by (used in) financing activities:   
    Proceeds from borrowings ............................................................................. 187,285   25,492 540,494
    Repayment of borrowings ............................................................................. (111,744)   (30,312) (716,006)
    Payment of debt issuance costs ..................................................................... (21)   (1,187) (3,985)
    Decrease in restricted cash-financing ............................................................ -     -   2,825
    Exercise of FelCor stock options ................................................................... -     6,280 2,188
    Distributions paid to other partnerships’ minority holders............................ (3,236)   (5,030) (13,167)
    Contribution from minority interest holders .................................................. 565   2,431 2,519
    Distributions paid to preferred unitholders .................................................... (38,713)   (38,712) (38,713)
    Distributions paid to common unitholders .................................................... (77,245)   (70,080) (34,829)
                        Net cash flow used in financing activities ................................. (43,109)   (111,118) (258,674)
Effect of exchange rate changes on cash ........................................................... (1,797)   1,649 (11)
Net change in cash and cash equivalents ........................................................... (7,422)   (66,570) 29,615
Cash and cash equivalents at beginning of periods ........................................... 57,609   124,179 94,564
Cash and cash equivalents at end of periods .....................................................$ 50,187  $ 57,609 $ 124,179
Supplemental cash flow information — Interest paid .......................................$ 100,505  $ 101,657 $ 118,502

 
The accompanying notes are an integral part of these consolidated financial statements. 
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1. Organization 
 

 FelCor Lodging Limited Partnership, or FelCor LP, held ownership interests in 89 hotels with more than 
25,000 rooms and suites at December 31, 2008.  The sole general partner of FelCor LP is FelCor Lodging Trust 
Incorporated (NYSE:FCH), or FelCor, a Maryland corporation operating as a real estate investment trust, or 
REIT.  All of FelCor’s operations are conducted solely through FelCor LP and at December 31, 2008, FelCor 
owned greater than 99% partnership interest in FelCor LP. 

 
Of the 89 hotels in which we had an ownership interest at December 31, 2008, we owned a 100% 

interest in 66 hotels, a 90% or greater interest in entities owning four hotels, a 75% interest in an entity owning 
one hotel, a 60% interest in an entity owning one hotel and a 50% interest in entities owning 17 hotels.  We 
leased 88 of our hotels to operating lessees and one 50%-owned hotel is operated without a lease. 

 
We consolidated the operating lessees of 85 of our hotels (which we refer to as our Consolidated Hotels) 

because of our controlling interest in those operating lessees.  These hotels include 13 of the 17 hotels in which 
we had a 50% ownership interest at December 31, 2008.  The hotel operating revenues and expenses of our other 
four hotels (in which we had a 50% ownership interest) were not consolidated. 
 

At December 31, 2008, we had an aggregate of 64,519,661 redeemable and common units of FelCor LP 
outstanding. 
  
 The following table illustrates the distribution of our 85 Consolidated Hotels among our premier brands 
at December 31, 2008: 
 
Brand Hotels Rooms 
Embassy Suites Hotels ......................................................................  47 12,132 
Holiday Inn .......................................................................................  17 6,306 
Sheraton and Westin .........................................................................  9 3,217 
Doubletree .........................................................................................  7 1,471 
Renaissance and Hotel 480(a) ............................................................  3 1,324 
Hilton ................................................................................................  2 559 
Total hotels .......................................................................................  85  
 

(a) On April 1, 2009, Hotel 480 is scheduled to be rebranded as a Marriott. 
 
 At December 31, 2008, our Consolidated Hotels were located in the United States (83 hotels in 23 
states) and Canada (two hotels in Ontario), with concentrations in California (15 hotels), Florida (14 hotels) and 
Texas (11 hotels).  Approximately 51% of our hotel room revenues were generated from hotels in these three 
states during 2008. 
 
 At December 31, 2008, of our 85 Consolidated Hotels (i) subsidiaries of Hilton Hotels Corporation, or 
Hilton, managed 54 hotels, (ii) subsidiaries of InterContinental Hotels Group, or IHG, managed 17 hotels, 
(iii) subsidiaries of Starwood Hotels & Resorts Worldwide Inc., or Starwood, managed nine hotels, (iv) 
subsidiaries of Marriott International Inc., or Marriott, managed three hotels, and (iv) independent management 
companies managed two hotels. 
 
 Our hotels managed by Marriott are accounted for on a fiscal year comprised of 52 or 53 weeks ending 
on the Friday closest to December 31.  Their 2008 and 2007 fiscal years ended on January 2, 2009 and 
December 28, 2007, respectively. 
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The 2. Summary of Significant Accounting Policies 
 
 Principles of Consolidation — Our accompanying consolidated financial statements include the assets, 
liabilities, revenues and expenses of all majority-owned subsidiaries.  Intercompany transactions and balances 
are eliminated in consolidation.  Investments in unconsolidated entities (consisting entirely of 50 percent owned 
ventures) are accounted for by the equity method. 
 
 Use of Estimates — The preparation of the financial statements in conformity with accounting principles 
generally accepted in the United States of America, requires that management make estimates and assumptions 
that affect the amounts reported in the financial statements and accompanying notes.  Actual results could differ 
from those estimates. 
 
 Investment in Hotels — Our hotels are stated at cost and are depreciated using the straight-line method 
over estimated useful lives of 40 years for buildings, 15 to 30 years for improvements and three to seven years 
for furniture, fixtures, and equipment. 
 
 We periodically review the carrying value of each of our hotels to determine if circumstances exist 
indicating an impairment in the carrying value of the investment in the hotel or modification of depreciation 
periods.  If facts or circumstances support the possibility of impairment of a hotel, we prepare a projection of the 
undiscounted future cash flows, without interest charges, over the shorter of the hotel’s estimated useful life or 
the expected hold period, and determine if the investment in such hotel is recoverable based on the undiscounted 
future cash flows.  If impairment is indicated, we make an adjustment to reduce the carrying value of the hotel to 
its then fair value.  We use recent operating results and current market information to arrive at our estimates of 
fair value. 
 
 Maintenance and repairs are expensed and major renewals and improvements are capitalized.  Upon the 
sale or disposition of a fixed asset, the asset and related accumulated depreciation are removed from our accounts 
and the related gain or loss is included in operations. 
 
 Acquisition of Hotels — Investments in hotel properties are stated at acquisition cost and allocated to 
land, property and equipment, identifiable intangible assets and assumed debt and other liabilities at fair value in 
accordance with Statement of Financial Accounting Standards No. 141, Business Combinations.  Any remaining 
unallocated acquisition costs are treated as goodwill.  Property and equipment are recorded at fair value based on 
current replacement cost for similar capacity and allocated to buildings, improvements, furniture, fixtures and 
equipment using appraisals and valuations prepared by management and/or independent third parties.  
Identifiable intangible assets (typically contracts including ground and retail leases and management and 
franchise agreements), are recorded at fair value, although no value is generally allocated to contracts which are 
at market terms.  Above-market and below-market contract values are based on the present value of the 
difference between contractual amounts to be paid pursuant to the contracts acquired and our estimate of the fair 
value of contract rates for corresponding contracts measured over the period equal to the remaining non-
cancelable term of the contract.  Intangible assets are amortized using the straight-line method over the 
remaining non-cancelable term of the related agreements.  In making estimates of fair values for purposes of 
allocating purchase price, we may utilize a number of sources such as those obtained in connection with the 
acquisition or financing of a property and other market data, including third-party appraisals and valuations. 
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2.  Summary of Significant Accounting Policies — (continued) 
 
 Investment in Unconsolidated Entities — We own a 50% interest in various real estate ventures in which 
the partners or members jointly make all material decisions concerning the business affairs and operations. 
Additionally, we also own a preferred equity interest in one of these real estate ventures.  Because we do not 
control these entities, we carry our investment in unconsolidated entities at cost, plus our equity in net earnings 
or losses, less distributions received since the date of acquisition and any adjustment for impairment.  Our equity 
in net earnings or losses is adjusted for the straight-line depreciation, over the lower of 40 years or the remaining 
life of the venture, of the difference between our cost and our proportionate share of the underlying net assets at 
the date of acquisition.  We periodically review our investment in unconsolidated entities for other-than-
temporary declines in fair value.  Any decline that is not expected to be recovered in the next 12 months is 
considered other-than-temporary and an impairment is recorded as a reduction in the carrying value of the 
investment.  Estimated fair values are based on our projections of cash flows, market capitalization rates and 
sales prices of comparable assets. 
 
 Hotels Held for Sale — We consider each individual hotel to be an identifiable component of our 
business.  In accordance with SFAS 144, “Accounting for the Impairment or Disposal of Long-Lived Assets,” 
we do not consider hotels as “held for sale” until it is probable that the sale will be completed within one year.  
Once a hotel is held for sale the operations related to the hotel are included in discontinued operations.  We had 
no hotels held for sale at December 31, 2008 or 2007. 
 

We do not depreciate hotel assets that are classified as held for sale.  Upon designating a hotel as held 
for sale, and quarterly thereafter, we review the carrying value of the hotel and, as appropriate, adjust its carrying 
value to the lesser of depreciated cost or fair value, less cost to sell, in accordance with SFAS 144.  Any 
adjustment in the carrying value of a hotel classified as held for sale is reflected in discontinued operations.  We 
include in discontinued operations the operating results of hotels classified as held for sale or that have been 
sold. 
 
 Cash and Cash Equivalents — All highly liquid investments with a maturity of three months or less 
when purchased are considered to be cash equivalents. 
 
 We place cash deposits at major banks.  Our bank account balances may exceed the Federal Depository 
Insurance Limits; however, management believes the credit risk related to these deposits is minimal. 
 
 Restricted Cash —Restricted cash includes reserves for capital expenditures, real estate taxes, and 
insurance, as well as cash collateral deposits for mortgage debt agreement provisions and capital expenditure 
obligations on sold hotels. 
 
 Deferred Expenses — Deferred expenses, consisting primarily of loan costs, are recorded at cost.  
Amortization is computed using a method that approximates the interest method over the maturity of the related 
debt. 
 

Other Assets — Other assets consist primarily of hotel operating inventories, prepaid expenses and 
deposits. 
 



FELCOR LODGING LIMITED PARTNERSHIP 
 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
 

66 
 

2.  Summary of Significant Accounting Policies — (continued) 
 
 Revenue Recognition — Nearly 100% of our revenue is comprised of hotel operating revenues, such as 
room revenue, food and beverage revenue, and revenue from other hotel operating departments (such as 
telephone, parking and business centers).  These revenues are recorded net of any sales or occupancy taxes 
collected from our guests as earned.  All rebates or discounts are recorded, when allowed, as a reduction in 
revenue, and there are no material contingent obligations with respect to rebates or discounts offered by us.  All 
revenues are recorded on an accrual basis, as earned.  Appropriate allowances are made for doubtful accounts 
and are recorded as a bad debt expense.  The remainder of our revenue is from condominium management fee 
income and other sources. 
 
 We do not have any time-share arrangements and do not sponsor any frequent guest programs for which 
we would have any contingent liability.  We participate in frequent guest programs sponsored by the brand 
owners of our hotels and we expense the charges associated with those programs (typically consisting of a 
percentage of the total guest charges incurred by a participating guest) as incurred.  When a guest redeems 
accumulated frequent guest points at one of our hotels, the hotel bills the sponsor for the services provided in 
redemption of such points and records revenue in the amount of the charges billed to the sponsor.  We have no 
loss contingencies or ongoing obligation associated with frequent guest programs beyond what is paid to the 
brand owner following a guest’s stay. 
 

We recognize revenue from the sale of condominium units using the completed contract method. 
 
Foreign Currency Translation — Results of operations for our Canadian hotels are maintained in 

Canadian dollars and translated using the weighted average exchange rates during the period.  Assets and 
liabilities are translated to U.S. dollars using the exchange rate in effect at the balance sheet date.  Resulting 
translation adjustments are reflected in accumulated other comprehensive income and were $15.4 million and 
$27.5 million as of December 31, 2008 and 2007, respectively. 
 
 Capitalized Cost — We capitalize interest and certain other costs, such as property taxes, land leases, and 
property insurance and employee costs relating to hotels undergoing major renovations and redevelopments.  We 
cease capitalizing these costs to projects when construction is substantially complete.  Such costs capitalized in 2008, 
2007 and 2006, were $6.8 million, $12.5 million and $10.6 million, respectively.  
 
 Net Income (Loss) Per Common Unit — We compute basic earnings per unit by dividing net income (loss) 
available to common unitholders by the weighted average number of common units outstanding.  We compute 
diluted earnings per unit by dividing net income (loss) available to common unitholders by the weighted average 
number of common units and equivalents outstanding.  Common unit equivalents represent units issuable upon 
exercise of FelCor’s stock options and FelCor’s unvested officers’ restricted stock grants. 

 
 For all years presented, our Series A cumulative preferred units, or Series A preferred units, if converted to 
common units, would be antidilutive; accordingly, we do not assume conversion of the Series A preferred units in the 
computation of diluted earnings per unit.   
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2. Summary of Significant Accounting Policies — (continued) 
 

 Stock Compensation ⎯ FelCor LP has no employees.  FelCor as our sole general partner performs all our 
management functions.  In December 2004, the Financial Accounting Standards Board, or FASB, issued SFAS 
123(R), “Share-Based Payment”.  SFAS 123(R) requires companies to apply a fair-value-based measurement 
method in accounting for share-based payment transactions with employees and to record compensation cost for 
(i) all stock awards granted after the required date of adoption and to (ii) awards modified, repurchased, or 
cancelled after that date.  In addition, FelCor is required to record compensation expense for the unvested portion 
of previously granted awards that remain outstanding at the date of adoption as such previous awards continue to 
vest.  FelCor adopted SFAS 123(R) on January 1, 2006 using the modified prospective application.  FelCor’s 
adoption of this standard did not have a material impact on our consolidated financial statements. 
 

Derivatives ⎯ We record derivatives in accordance with SFAS 133, “Accounting for Derivative 
Instruments and Hedging Activities,” as amended by SFAS 138, “Accounting for Certain Derivative Instruments 
and Certain Hedging Activities.”  SFAS 133, as amended, establishes accounting and reporting standards for 
derivative instruments.  Specifically, SFAS 133 requires an entity to recognize all derivatives as either assets or 
liabilities on the balance sheet and to measure those instruments at fair value.  Additionally, the fair value 
adjustments will affect either partner’s capital or net income, depending on whether the derivative instrument 
qualifies as a hedge for accounting purposes and the nature of the hedging activity. 
 

Segment Information ⎯ SFAS 131, “Disclosures about Segments of an Enterprise and Related 
Information,” requires the disclosure of selected information about operating segments.  Based on the guidance 
provided in the standard, we have determined that our business is conducted in one operating segment. 

 
 Distributions — We declared aggregate common distributions of $0.85 and $1.20 per unit in 2008 and 
2007, respectively.   We suspended payment of our quarterly common distributions in December 2008 in light of 
the deepening recession, the attendant impact on our industry and FelCor LP, and the severe contraction in the 
capital markets.  FelCor’s Board of Directors will determine the amount of future common and preferred 
distributions for each quarter, based upon various factors including operating results, economic conditions, other 
operating trends, our financial condition and capital requirements, as well as FelCor’s minimum REIT 
distribution requirements.  We have paid regular quarterly distributions on our preferred units in accordance with 
our preferred unit distribution requirements.  FelCor’s ability to make distributions is dependent on its receipt of 
quarterly distributions from us, and our ability to make distributions is dependent upon the results of operations 
of our hotels. 
 

Minority Interests — Minority interests in other consolidated subsidiaries represent the proportionate 
share of the equity in consolidated subsidiaries not owned by us.  We allocate income and loss to minority 
interest based on the weighted average percentage ownership throughout the year. 
 

Income Taxes — We are a partnership under the Internal Revenue Code.  As a partnership, generally our 
taxable income or loss, or tax credits are passed through to our partners.  However, we generally lease our hotels 
to wholly-owned taxable REIT subsidiaries, or TRSs, that are subject to federal and state income taxes.  Through 
these lessees we record room revenue, food and beverage revenue and other revenue related to the operations of 
our hotels.  We account for income taxes in accordance with the provisions of SFAS 109.  Under SFAS 109, we 
account for income taxes using the asset and liability method under which deferred tax assets and liabilities are 
recognized for the future tax consequences attributable to differences between the financial statement carrying 
amounts of existing assets and liabilities and their respective tax bases.  A valuation allowance is recorded for 
net deferred tax assets that are not expected to be realized. 
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2. Summary of Significant Accounting Policies — (continued) 
 

On January 1, 2007 we adopted the provisions of FASB Interpretation Number 48, “Accounting for 
Uncertainty in Income Taxes, an Interpretation of FASB Statement No. 109” (FIN 48) which prescribes a 
recognition threshold and measurement attribute for the financial statement recognition and measurement of a 
tax position taken in a tax return.  Under FIN 48, we determine whether it is “more-likely-than-not” that a tax 
position will be sustained upon examination, including resolution of any related appeals or litigation processes, 
based on the technical merits of the position.  Once it is determined that a position meets the more-likely-than-
not recognition threshold, the position is measured to determine the amount of benefit to recognize in the 
financial statements.  FIN 48 applies to all tax positions related to income taxes subject to FASB Statement 109, 
“Accounting for Income Taxes.”  We recorded no cumulative effect as a result of our adoption of FIN 48 on 
January 1, 2007. 
 
3. Investment in Hotels 
 
 Investment in hotels at December 31, 2008 and 2007 consisted of the following (in thousands): 
 

 2008  2007 
Building and improvements ........................................$ 2,251,052 $ 2,307,726  
Furniture, fixtures and equipment............................... 580,797 502,348  
Land ............................................................................ 233,558 235,058  
Construction in progress ............................................. 29,890 49,389  
 3,095,297 3,094,521  
Accumulated depreciation .......................................... (816,271) (694,464 ) 
 $ 2,279,026 $ 2,400,057  

 
 In 2008, we wrote off fully depreciated furniture, fixtures and equipment aggregating approximately 
$14.6 million. 

 
 We invested $143 million and $228 million in additions and improvements to our consolidated hotels 
during the years ended December 31, 2008 and 2007, respectively.   
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4. Acquisitions of Hotels 
 

In December 2007, we acquired the Renaissance Esmeralda Resort & Spa in Indian Wells, California 
and the Renaissance Vinoy Resort & Golf Club in St. Petersburg, Florida.  The fair values, at the date of 
acquisition, of the assets acquired and liabilities assumed were based on appraisals and valuation studies 
performed by management.  The following summarizes the fair values of assets acquired and liabilities assumed 
in connection with these acquisitions: 
 

Assets   
Investment in hotels (a) .............................................................................................. $ 220,583 
Cash ..........................................................................................................................  2,228 
Restricted cash ..........................................................................................................  3,707 
Accounts receivable ..................................................................................................  4,267 
Other assets ...............................................................................................................  6,009 
     Total assets acquired ............................................................................................  236,794 
   
Liabilities   
Debt, net of a $1,258 discount ..................................................................................  175,967 
Accrued expenses and other liabilities .....................................................................  8,175 
     Total liabilities assumed ......................................................................................  184,142 
Net assets acquired ...................................................................................................  52,652 
Net of cash ................................................................................................................ $ 50,424 

 
 (a) Investment in hotels was allocated to land ($30.9 million), building and improvements 

($174.3 million) and furniture, fixtures, and equipment ($15.3 million). 
 
 The following unaudited pro forma financial data for the years ended 2007 and 2006 are presented to 
illustrate the estimated effects of these acquisitions as if they had occurred as of the beginning of each of the 
periods presented.  The pro forma information includes adjustments for the results of operations for operating 
properties (operating expenses, depreciation and amortization and interest expense).  The following unaudited 
pro forma financial data is not necessarily indicative of the results of operations if the acquisition had been 
completed on the assumed date (in thousands): 
 

 Year Ended December 31, 
(unaudited) 

 2007  2006 
Total revenues ..................................................................................$ 1,115,482  $ 1,085,409 
Net income ........................................................................................ 81,995   43,300 
Earnings per unit – basic .................................................................. 0.70   0.08 
Earnings per unit – diluted ................................................................ 0.70   0.08 

 
5. Impairment Charges 
 
 Our hotels are comprised of operations and cash flows that can clearly be distinguished, operationally 
and for financial reporting purposes, from the remainder of our operations.  Accordingly, we consider our hotels 
to be components as defined by SFAS 144 for purposes of determining impairment charges and reporting 
discontinued operations. 
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5. Impairment Charges – (continued) 
 

A hotel held for investment is tested for impairment whenever changes in circumstances indicate its 
carrying value may not be recoverable.  The test is conducted using the undiscounted cash flows for the shorter 
of the estimated remaining holding periods or the useful life of the hotel.  When testing for recoverability of 
hotels held for investment, we use projected cash flows over the expected hold period.  Those hotels held for 
investment that fail the impairment test described in SFAS 144 are written down to their then current estimated 
fair value, before any selling expense, and continue to be depreciated over their remaining useful lives. 
 
 We test hotels held for sale for impairment each reporting period and record them at the lower of their 
carrying amounts or fair value less costs to sell.  Once we designate a hotel as held for sale it is not depreciated.  
We did not have any hotels designated as held for sale at December 31, 2008 or 2007. 
 

When determining fair value for purposes of determining impairment we use a combination of historical 
and projected cash flows and other available market information, such as recent sales prices for similar assets in 
specific markets.  The cash flows used for determining fair values are discounted using a reasonable 
capitalization rate, or as earlier noted, based on the local market conditions using recent sales of similar assets.  
In some cases, we are able to establish fair value based on credible offers received from prospective buyers. 
 
 In 2008, we identified eight hotels as candidates to be sold (of which three no longer are identified as 
candidates for sale and five hotels remain sale candidates), thereby reducing our estimated remaining hold period 
for these hotels.  We tested these eight hotels for impairment under the provisions of SFAS No. 144 using 
undiscounted estimated cash flows over a shortened estimated remaining hold period.  Of the hotels tested, four 
failed the test under SFAS No. 144 which resulted in $53.8 million of impairment charges, during the nine 
months ended September 30, 2008, to write down these hotel assets to our then current estimate of their fair 
market value before selling expenses.  As a result of the short-term hold period and the deterioration in the 
current market conditions, we tested our five remaining sale candidate hotels for impairment in the fourth quarter 
of 2008, which resulted in an additional $15.7 million impairment charge on two hotels that failed the test.  The 
remaining five hotels identified as candidates for sale were included in continuing operations because we do not 
believe it is probable that the hotels will be sold within the next 12 months.  These hotels continue to be 
depreciated over their remaining useful lives. 
 
 Because of triggering events in 2008 related to changes in the capital markets, drop in travel demand 
and the combined effect on FelCor’s stock price, we tested all of our hotel assets to determine if further 
assessment for potential impairment was required for any of our hotels.  We had one hotel with a short-term 
ground lease, in addition to the sale candidates noted above, fail this test.  We determined the book value of this 
hotel was not fully recoverable, and as such, recorded a $38.5 million impairment charge under SFAS No. 144 
(based on its then current value). 
 
 In 2008, one of our unconsolidated investments recorded a $3.3 million impairment charge (of which 
our share was $1.7 million) under SFAS No. 144.  We also recorded impairment charges of $11.0 million related 
to other-than-temporary declines in value of certain equity method investments.  This includes an impairment 
charge of $6.6 million for one investment related to a hotel that we do not intend to sell.  In accordance with 
APB 18, other-than temporary declines in fair value of our investment in unconsolidated entities result in 
reductions in the carrying value of these investments.  We consider a decline in value in our equity method 
investments that is not estimated to recover within 12 months to be other-than-temporary. 
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5. Impairment Charges – (continued) 
 
 In 2006, we recorded impairment charges of $16.5 million under SFAS 144.  Of the 2006 charges, 
$9.3 million were related to our decision to designate seven hotels held for investment as non-strategic, 
$5.9 million related to a change in fair value estimates of hotels held for investment that we had previously 
designated as non-strategic, and $1.3 million related to charges necessary to record two non-strategic hotels as 
held for sale at the lower of their carrying amount or fair value less costs to sell at December 31, 2006.  In 2007, 
we sold 11 non-strategic hotels for gross proceeds of $191.0 million. 
 
 We may be subject to additional impairment charges in the event that operating results of individual 
hotels are materially different from our forecasts, the economy and lodging industry weakens, or if we shorten 
our contemplated holding period for certain of our hotels. 
 
6. Discontinued Operations 
 
 The results of operations of the 11 hotels we sold in 2007 and the 31 hotels we sold in 2006 are 
presented in discontinued operations for the periods presented.  We had no hotels held for sale at December 31, 
2008 or 2007. 
 

Results of operations for the hotels included in discontinued operations are as follows: 
 

 Year Ended December 31, 
 2008  2007  2006
Hotel operating revenue ........................................................................$ -     $ 26,522   $ 204,494 
Operating expenses ............................................................................... (13)   (18,430 )   (200,958)
Operating income (loss) ........................................................................ (13)   8,092    3,536 
Direct interest costs, net ........................................................................ -      (14 )   (1,206)
Loss on the early extinguishment of debt ............................................. -      (902 )   (1,311)
Gain on sale, net of tax ......................................................................... 1,193   27,988    43,180 
Minority interests .................................................................................. -      (1,094 )   (816)
Income from discontinued operations...................................................$ 1,180  $ 34,070   $ 43,383 

 
 In the third quarter of 2008, we recorded a revision in income tax related to prior year gains on sales of 
hotels, which resulted in additional gains of $1.2 million related to these sales. 
 
 In 2007, we sold 11 hotels for aggregate gross proceeds of $191.0 million.  We owned 100% ownership 
interests in 10 of these hotels and recorded a gain on sale of $28.0 million, which was net of approximately 
$1.8 million in taxes.  With respect to one hotel sold in 2007, although the operating income and expenses were 
consolidated because of our majority ownership of the operating lessee, the hotel was owned by a 50% owned 
unconsolidated venture, and the venture recorded a gain of $15.6 million, of which we recorded our pro rata 
share as income from unconsolidated entities. 
  
 In 2006, we sold 31 hotels for aggregate gross proceeds of $514.4 million and recorded a net gain of 
$43.2 million, which was net of approximately $5.7 million in taxes.  
 
 Impairment losses of $16.5 million are included in the operating expenses from discontinued operations 
for the year ending December 31, 2006. 
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7. Condominium Project 
 

Development of our 184-unit Royale Palms condominium project in Myrtle Beach, South Carolina was 
completed in 2007.  In 2007, we recognized gains under the completed contract method of $18.6 million, net of 
$1.0 million of tax, from the sale of 179 units.  We expect that the remaining five condominium units will be 
sold on a selective basis to maximize the selling price.  We obtained a construction loan in 2005 to build this 
project, which we repaid in May 2007 from proceeds of condominium sales. 
 
8. Investment in Unconsolidated Entities 
 
 We owned 50% interests in joint venture entities that owned 17 hotels at December 31, 2008 and 2007.  
We also owned a 50% interest in entities that own real estate in Myrtle Beach, South Carolina, provide 
condominium management services, and lease three hotels.  We account for our investments in these 
unconsolidated entities under the equity method.  We do not have any majority-owned subsidiaries that are not 
consolidated in our financial statements.  We make adjustments to our equity in income from unconsolidated 
entities related to the difference between our basis in investment in unconsolidated entities compared to the 
historical basis of the assets recorded by the joint ventures. 
 

The following table summarizes combined financial information for our unconsolidated entities  
(in thousands): 

 
 December 31, 
 2008 2007 
Balance sheet information:  
     Investment in hotels, net of accumulated depreciation.. $ 290,504 $ 288,066
     Total assets .................................................................... $ 317,672 $ 319,295 
     Debt ............................................................................... $ 224,440 $ 188,356 
     Total liabilities ............................................................... $ 233,296 $ 196,382 
     Equity ............................................................................ $ 84,376 $ 122,913 

 
 Our unconsolidated entities’ debt at December 31, 2008, consisted entirely of non-recourse mortgage 
debt.  In 2008, certain of our unconsolidated joint venture entities refinanced debt, increasing unconsolidated debt 
by $40.6 million. 
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8. Investment in Unconsolidated Entities — (continued) 
 
 The following table sets forth summarized combined statement of operations information for our 
unconsolidated entities (in thousands): 
 

 2008 2007  2006
Total revenues ...............................................................................$ 90,113  $ 103,801   $ 83,766 
Net income ....................................................................................$ 3,946(a)  $ 38,908 (b)  $ 26,764 
Net income attributable to FelCor LP ...........................................$ 1,973  $ 19,173   $ 13,382 
Impairment loss ............................................................................. (11,038)(c)   -       -    
Additional gain on sale related to basis difference ........................ -      3,336 (b)   -    
Tax related to sale of asset by venture .......................................... -      (310 )(d)   -    
Depreciation of cost in excess of book value ................................ (1,867)   (1,842 )   (1,845)
Equity in income (loss) from unconsolidated entities ...................$ (10,932)  $ 20,357   $ 11,537 

 
(a) Includes a $3.3 million impairment charge recorded by one of our joint ventures under the provisions of 

SFAS 144. 
(b) In the first quarter of 2007, a 50% owned joint venture entity sold its Embassy Suites Hotel in Covina, 

California.  The sale of this hotel resulted in a gain of $15.6 million for this venture.  Our basis in this 
unconsolidated hotel was lower than the venture’s basis, resulting in an additional gain on sale. 

(c) Represents an $11.0 million impairment charge related to other-than-temporary declines in fair value 
related to certain unconsolidated entities pursuant to APB18. 

(d) In the third quarter of 2007, a 50% owned joint venture entity sold its Hampton Inn in Hays, Kansas for 
an insignificant book gain.  This sale caused FelCor to incur a $0.3 million tax obligation. 
 
The following table summarizes the components of our investment in unconsolidated entities (in 

thousands): 
 

 2008   2007  
Hotel related investments ...................................................... $ 31,102   $ 52,491  
Cost in excess of book value of hotel investments ................  51,933    62,746  
Land and condominium investments .....................................  11,471    12,036  
 $ 94,506   $ 127,273  

 
 The following table summarizes the components of our equity in income (loss) from unconsolidated 
entities (in thousands): 
 

 2008 2007  2006
Hotel related investments ............................................. $ (10,366 ) $ 20,500   $ 11,568
Other investments ......................................................... (566 ) (143 )   (31 )
Equity in income (loss) from unconsolidated entities ... $ (10,932 ) $ 20,357   $ 11,537

 
 In 2008, a 50%-owned joint venture refinanced a non-recourse loan secured by eight unconsolidated 
hotels.  Of the $140 million in gross proceeds, $87 million were used to repay maturing debt, and the balance was 
either retained in the joint venture or distributed to the joint venture partners. 
 
 In 2008, a 50%-owned joint venture repaid (with contributions from the joint venturers) a maturing 
$12.0 million non-recourse loan secured by one hotel.  Our contribution was $6.0 million. 
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9. Debt 
 
 Debt at December 31, 2008 and 2007 consisted of the following (in thousands): 
 
  Interest Rate at  Balance Outstanding 
 Encumbered December 31,  December 31, 
 Hotels 2008 Maturity Date 2008  2007 
Senior term notes none  8.50%(a) June 2011 $ 299,414  $ 299,163
Senior term notes none  L + 1.875 December 2011  215,000   215,000
Line of credit(b) none  L + 0.80 August 2011  113,000   -   
Other none  - July 2008  -      8,350
  Total line of credit  
      and senior debt(c) 

  
 5.53 

    
627,414 

  
522,513

Mortgage debt 12 hotels   L + 0.93(d) November 2011(e)  250,000 250,000
Mortgage debt 2 hotels   L + 1.55(f) May 2012(g)  176,267 175,980
Mortgage debt 8 hotels   8.70 May 2010  162,250 165,981
Mortgage debt 7 hotels   7.32 April 2009  117,131 120,827
Mortgage debt 6 hotels   8.73 May 2010  116,285 119,568
Mortgage debt 5 hotels   6.66 June – August 2014  72,517 73,988
Mortgage debt 2 hotels  6.15 June 2009  14,641 15,099
Mortgage debt 1 hotel   5.81 July 2016  12,137 12,509
Mortgage debt -      - August 2008  -    15,500
Other 1 hotel     various various  3,044 3,642
  Total mortgage debt(c) 44 hotels   5.03    924,272 953,094
     Total    5.23%   $ 1,551,686  $ 1,475,607

 
(a) Effective February 13, our senior notes were rated B1 and B+ by Moody’s Investor Service and Standard 

& Poor’s Rating Services, respectively.  As a result, the interest rate on $300 million of our Senior Notes 
due 2011 was increased by 50 basis points to 9.0%.  When either Moody’s or Standard & Poor’s increases 
our senior note ratings, the interest rate will decrease to 8.5%. 

(b) We have a $250 million line of credit, of which we had $113 million outstanding at December 31, 2008.  
The interest rate can range from 80 to 150 basis points over LIBOR, based on our leverage ratio as defined 
in our line of credit agreement. 

(c) Interest rates are calculated based on the weighted average debt outstanding at December 31, 2008. 
(d) We have purchased an interest rate cap at 7.8% that expires in November 2009 for the notional amount of 

this debt. 
(e) The maturity date assumes that we will exercise the two remaining successive one-year extension options 

that permit, at our sole discretion, the current November 2009 maturity to be extended to 2011.  In July 
2008, we exercised our first one-year option to extend the maturity to November 2009, and we expect to 
exercise the remaining options when timely. 

(f) We have purchased interest rate caps at 6.25% that expire in May 2009 for $177 million aggregate notional 
amounts. 

(g) The maturity date assumes that we will exercise three successive one-year extension options that permit, at 
our sole discretion, the original May 2009 maturity to be extended to 2012, and we expect to exercise the 
options when timely. 

 
 Recent events in the financial markets have had an adverse impact on the credit markets and, as a result, 
credit has become significantly more expensive and difficult to obtain, if available at all.  In addition, the overall 
weakness in the U.S. economy, has resulted in considerable negative pressure on both consumer and business 
spending (this includes increased emphasis in cost containment with focus on travel and entertainment  
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9.  Debt — (continued) 
 

limitations).  We anticipate that lodging demand will not improve, and will likely weaken further, until current 
economic trends reverse course, particularly the weakened overall economy and illiquid credit markets.   
 

We have agreed in principle on the material terms of a new $200 million term loan, which would be 
secured by first mortgages on eight currently unencumbered hotels and, assuming all extension options are 
exercised, will not mature until 2013.  This loan would not be subject to any corporate financial covenants and 
would only be recourse to the borrower, a to-be-formed wholly-owned subsidiary. The material terms of this 
loan have been approved by JPMorgan Securities Inc. as lead arranger, and JPMorgan Chase Bank, N.A. as 
administrative agent, which will provide a portion of the loan.  Proceeds from this loan will be used for general 
working capital purposes and to repay the outstanding balance on our line of credit (which will be cancelled 
upon repayment).  We expect to close this new loan, subject to other lenders’ approval, documentation, due 
diligence and customary conditions, by the end of April. 
 

Our line of credit contains certain restrictive financial covenants, such as a minimum leverage ratio 
(65%), a minimum fixed charge coverage ratio (1.5 to 1.0), and a minimum unencumbered leverage ratio (60%).  
At the date of this filing we were in compliance with all of these covenants.  Our compliance with these 
covenants in future periods will depend substantially on the financial results of our hotels.  If current financial 
market conditions persist and our business continues to deteriorate, we may breach one or more of our financial 
covenants.  
 

If we are unable to repay our line of credit, and we breach one or more of these financial covenants, we 
would be in default, which could allow the lenders to demand payment of all amounts outstanding under our line 
of credit.  Additionally, a demand for payment following a financial covenant default by our lenders constitutes 
an event of default under the indentures governing our senior notes, which in turn, could accelerate our 
obligation to repay the amounts outstanding under our senior notes. While we believe that we will successfully 
close our new secured term loan, as discussed above, we have several other alternatives available to ensure 
continued compliance with our financial covenants or repay our line of credit, including identifying other sources 
of debt or equity financing, selling unencumbered hotels and/or implementing additional cost cutting measures. 
Of course, we can provide no assurance that we will be able to close our new secured term loan, identify 
additional sources of debt or equity financing or sell hotels on terms that are favorable or otherwise acceptable to 
us.  

 
In addition to financial covenants, our line of credit includes certain other affirmative and negative 

covenants, including restrictions on our ability to create or acquire wholly-owned subsidiaries; restrictions on the 
operation/ownership of our hotels; limitations on our ability to lease property or guarantee leases of other 
persons; limitations on our ability to make restricted payments (such as distributions on common and preferred 
units, FelCor share repurchases and certain investments); limitations on our ability to merge or consolidate with 
other persons, to issue stock of our subsidiaries and to sell all or substantially all of our assets; restrictions on our 
ability to make investments in condominium developments; limitations on our ability to change the nature of our 
business; limitations on our ability to modify certain instruments, to create liens, to enter into transactions with 
affiliates; and limitations on our ability to enter into joint ventures.  At the date of this filing, we were in 
compliance with all of these covenants. 

 
Our other borrowings contain affirmative and negative covenants that are generally equal to or less 

restrictive than our line of credit.  Payment of amounts due under our line of credit is guaranteed by us and 
certain of our subsidiaries who also guarantee payment of our senior debt and payment is secured by a pledge of 
our limited partnership interest in FelCor LP. 
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At December 31, 2008, we had $113 million in borrowings under our line of credit.  The interest rate on 
our line can range from 80 to 150 basis points over LIBOR, based on our leverage ratio as defined in our line of 
credit agreement.  The interest rate on our line of credit was LIBOR plus 0.80% at December 31, 2008. 

 
9.  Debt — (continued) 

 
In 2007, we amended our line of credit agreement to increase the amount available under the line from 

$125 million to $250 million, provide the ability to further increase the facility up to $500 million under certain 
conditions, reduce certain fees and costs including the interest rates applicable to borrowings, improve certain 
financial covenants and extend the initial maturity from January 2009 to August 2011 with the right to extend for 
an additional one-year period under certain conditions.   
 

At December 31, 2008, we had aggregate mortgage indebtedness, of approximately $924.3 million that 
was secured by 44 of our consolidated hotels with an aggregate book value of approximately $1.4 billion.  Our 
hotel mortgage debt is recourse solely to the specific assets securing the debt, except in the case of fraud, 
misapplication of funds and other customary recourse carve-out provisions.   
 

We have $132 million of non-recourse mortgage debt, in the aggregate, that matures in 2009.  Of this 
debt, a $117 million loan, secured by seven hotels, matures in April 2009.  At the time of this filing we have 
agreed in principle on the material terms to refinance this loan for five years with Prudential Mortgage Capital, 
one of the current lenders (with respect to which we have paid a non-refundable $300,000 portion of the 
origination fee) and are negotiating final documentation.  We expect to close the refinancing prior to maturity, 
subject to documentation, due diligence and customary conditions.  We have a variety of financing alternatives 
in the unlikely event that we are unable to refinance this loan. We also have two other non-recourse mortgage 
loans aggregating $15 million, secured by two hotels, that mature in 2009; we expect to repay these loans 
through a combination of cash on hand and borrowings. 
 

Our hotel mortgage debt is non-recourse to us and contains provisions allowing for the substitution of 
collateral upon satisfaction of certain conditions.  Most of our mortgage debt is prepayable, subject to various 
prepayment, yield maintenance or defeasance obligations. 
 

Loans secured by four hotels provide for lock-box arrangements under certain circumstances.  With 
respect to two of these loans, we are permitted to retain 115% of budgeted hotel operating expenses, but the 
remaining revenues would become subject to a lock-box arrangement if a specified debt service coverage ratio is 
not met.  These hotels currently exceed the minimum debt service coverage ratio, however, under the terms of 
the loan agreement, the lock-box provisions remain in place until the loan is repaid.  Neither of these hotels has 
ever fallen below the debt service coverage ratio. 
 

With respect to the mortgage debt for two hotels, all cash from the hotels in excess of operating 
expenses, taxes, insurance and capital expenditure reserves is subject to lock-box arrangements.  In each case, 
the lender holds lock-box funds that are first applied to meet current debt service obligations and any excess 
funds are held in the lock box account until the relevant hotel meets or exceeds a debt service coverage ratio of 
1.1:1.  At December 31, 2008, the debt service coverage ratio for both hotels was above 1.1:1. 

 
 In December 2007, we assumed two existing loans in the original aggregate principal amount of 
$177.3 million in connection with our acquisition of two hotels.  The interest rate on both loans is 155 basis 
points over the one-month LIBOR.  Each loan is non-recourse to us and secured by a mortgage on its respective 
property.  Both loans mature on May 1, 2009 unless extended, solely at our option, for three successive one-year 
terms, and may be prepaid at any time with no penalty or premium owed. 
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9.  Debt — (continued) 
 

In late 2007, we were notified that a AAA money market fund in which we had invested approximately 
$8.4 million had ceased honoring redemption requests and would liquidate its investments over approximately a 
six-month period.  In order to ensure that our liquidity would not be impaired as a consequence, an affiliate of 
the fund sponsor provided us with a short-term loan at a rate approximately equal to our earnings rate on the 
fund.  Through December 31, 2008, we received redemptions aggregating $6.2 million and repaid the short-term 
loan.  We have recorded losses related to this fund of $0.6 million and have $1.6 million remaining receivable at 
December 31, 2008. 

 
We reported interest income of $1.6 million, $6.4 million and $4.1 million for the years ended 

December 31, 2008, 2007 and 2006, respectively, which is included in net interest expense.  We capitalized 
interest of $1.4 million, $4.8 million and $4.9 million, for the years ended December 31, 2008, 2007 and 2006, 
respectively.   

 
 In connection with our 2006 repayment of $290 million senior floating rate notes, we unwound the 
floating to fixed interest rate swaps associated with these notes.  Termination of these interest rate swaps resulted 
in a gain of approximately $1.7 million, which was recorded in the fourth quarter 2006. 
 
 The early retirement of certain indebtedness in 2006, resulted in net charges related to debt 
extinguishment of approximately $15.6 million. 
 
 In connection with the early debt retirement in 2006, we recorded $17.3 million of expense. 
 
Future scheduled principal payments on debt obligations at December 31, 2008, are as follows (in thousands):   
 

Year  
2009 ..............................................................................................  $ 142,712 (a) 

2010 ..............................................................................................   274,014  
2011 ..............................................................................................   881,029 (b) 

2012 ..............................................................................................   179,640 (c) 

2013 ..............................................................................................   2,590  
2014 and thereafter .......................................................................   73,245  
  1,553,230  
Discount accretion over term ........................................................   (1,544 ) 
 $ 1,551,686  

 

(a) We have $132 million of non-recourse mortgage debt, in the aggregate, that matures in 2009.  Of 
this debt, a $117 million loan, secured by seven hotels, matures in April 2009.  At the time of this 
filing we have agreed in principle on the material terms to refinance this loan for five years with 
Prudential Mortgage Capital, one of the current lenders (with respect to which we have paid a non-
refundable $300,000 portion of the origination fee) and are negotiating final documentation.  We 
expect to close the refinancing prior to maturity.  We have a variety of financing alternatives in the 
unlikely event that we are unable to refinance this loan. We also have two other non-recourse 
mortgage loans aggregating $15 million, secured by two hotels, that mature in 2009; we expect to 
repay these loans through a combination of cash on hand and borrowings. 

(b) Assumes the extension through November 2011, at our option, of $250 million debt with a current 
maturity of November 2009.   

(c) Assumes the extension through May 2012, at our option, of $176 million debt with a current 
maturity of May 2009. 
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10. Derivatives 
 

 On the date we enter into a derivative contract, we designate the derivative as a hedge to the exposure to 
changes in the fair value of a recognized asset or liability or a firm commitment (referred to as a fair value 
hedge), or the exposure to variable cash flows of a forecasted transaction (referred to as a cash flow hedge).  For 
a fair value hedge, the gain or loss is recognized in earnings in the period of change, together with the offsetting 
loss or gain on the hedged item attributable to the risk being hedged.  Consequently, our earnings reflect the 
extent to which the hedge is not effective in achieving offsetting changes in fair value.  For a cash flow hedge, 
the effective portion of the derivative’s gain or loss is initially reported as a component of other comprehensive 
income (outside earnings) and subsequently reclassified into earnings when the forecasted transaction affects 
earnings.  The ineffective portion of the gain or loss is reported in earnings immediately.  At December 31, 2008, 
we did not have any outstanding hedges. 
 
 We formally document all relationships between hedging instruments and hedged items, as well as our 
risk-management objective and strategy, relating to our various hedge transactions.  This process includes 
linking all derivatives to specific assets and liabilities on the balance sheet or specific firm commitments.  We 
also formally assess (both at the hedge’s inception and on an ongoing basis) whether the derivatives that are used 
in hedging transactions have been highly effective in offsetting changes in the cash flows or fair values of 
hedged items and whether those derivatives may be expected to remain highly effective in future periods.  When 
we determine that a derivative is not (or has ceased to be) highly effective as a hedge, we will discontinue hedge 
accounting, prospectively.  
 

In the normal course of business, we are exposed to the effect of interest rate changes.  We limit these 
risks by following established risk management policies and procedures including the use of derivatives.  It is 
our objective to use interest rate hedges to manage our fixed and floating interest rate position and not to engage 
in speculation on interest rates.  We manage interest rate risk based on the varying circumstances of anticipated 
borrowings, and existing floating and fixed rate debt.  We will generally seek to pursue interest rate risk 
mitigation strategies that will result in the least amount of reported earnings volatility under generally accepted 
accounting principles, while still meeting strategic economic objectives and maintaining adequate liquidity and 
flexibility.  Instruments that meet these hedging criteria are formally designated as hedges at the inception of the 
derivative contract. 
 

During 2006, we terminated three interest rate swaps with an aggregate notional amount of $100 million, 
maturing in December 2007.  These interest rate swaps were designated as cash flow hedges and were marked to 
market through other comprehensive income.  The unrealized net gain on these interest rate swap agreements was 
approximately $1.7 million when terminated.  Upon termination this gain was realized and reclassified from 
accumulated other comprehensive income to earnings.  The interest rate received on these interest rate swaps was 
4.25% plus LIBOR and the interest rate paid was 7.80%.  These swaps were 100% effective through this 
termination date. 

 
To determine the fair values of our derivative instruments, we use a variety of methods and assumptions 

that are based on market conditions and risks existing at each balance sheet date.  All methods of assessing fair 
value result in a general approximation of value, and such value may never actually be realized. 

 
The amounts paid or received by us under the terms of the interest rate swap agreements are accrued as 

interest rates change, and we recognize them as an adjustment to interest expense, which will have a 
corresponding effect on our future cash flows.  Our interest rate swaps reduced interest expense by $1.2 million 
during the year ended December 31, 2006.  We did not own any interest rate swaps in 2008 or 2007. 



FELCOR LODGING LIMITED PARTNERSHIP 
 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
 

79 
 

10. Derivatives — (continued) 
 
 To fulfill requirements under certain loans, we owned interest rate caps with aggregate notional amounts 
of $427.2 million as of December 31, 2008 and 2007.  These interest rate cap agreements have not been 
designated as hedges, and have insignificant fair values at December 31, 2008 and 2007, resulting in no 
significant net earnings impact. 
 
11. Fair Value of Financial Instruments 
 
 SFAS 107 requires disclosures about the fair value of all financial instruments, whether or not 
recognized for financial statement purposes.  Disclosures about fair value of financial instruments are based on 
pertinent information available to management as of December 31, 2008.  Considerable judgment is necessary to 
interpret market data and develop estimated fair value.  Accordingly, the estimates presented herein are not 
necessarily indicative of the amounts that we could realize on disposition of the financial instruments. The use of 
different market assumptions and/or estimation methodologies may have a material effect on the estimated fair 
value amounts. 
 

Our estimates of the fair value of (i) accounts receivable, accounts payable and accrued expenses 
approximate carrying value due to the relatively short maturity of these instruments; (ii) our publicly traded debt 
is based on observable market data, and our debt that is not traded publicly is based on estimated effective 
borrowing rates for debt with similar terms, loan to estimated fair value and remaining maturities (the estimated 
fair value of our debt was $1.3 billion at December 31, 2008); and (iii) short-term non-cash investments included 
in other assets ($1.6 million at December 31, 2008) are carried at estimated market value, which approximates 
our original cost basis at December 31, 2008. 
 
12. Income Taxes 
 

FelCor LP is not a tax paying entity.  However, under our partnership agreement, we are required to 
reimburse FelCor for any tax payments FelCor is required to make.  Accordingly, the tax information included 
herein represents disclosures regarding FelCor and its taxable subsidiaries. 

 
FelCor has elected to be taxed as a REIT under the federal income tax laws. As a REIT, FelCor 

generally is not subject to federal income taxation at the corporate level on taxable income that it distributes to 
its stockholders. FelCor may, however, be subject to certain state and local taxes on its income and property and 
to federal income and excise taxes on its undistributed taxable income.  Our taxable REIT subsidiaries, or TRSs, 
formed to lease our hotels, are subject to federal, state and local income taxes.  A REIT is subject to a number of 
organizational and operational requirements, including a requirement that it currently distribute at least 90% of 
its annual taxable income to its stockholders.  If FelCor fails to qualify as a REIT in any taxable year, it will be 
subject to federal income taxes at regular corporate rates (including any applicable alternative minimum tax) and 
may not qualify as a REIT for four subsequent years.  In connection with FelCor’s election to be taxed as a 
REIT, its charter imposes restrictions on the ownership and transfer of shares of its common stock.  We are 
FelCor’s only source of income.  Accordingly, we are required to make distributions sufficient to enable FelCor 
to pay out enough of its taxable income to satisfy its distribution requirement.  If FelCor fails to qualify as a 
REIT, we would be required to distribute to FelCor the funds necessary to pay income taxes. 
 

We account for income taxes in accordance with the provisions of SFAS 109, “Accounting for Income 
Taxes.”  Under SFAS 109, we account for income taxes using the asset and liability method, under which 
deferred tax assets and liabilities are recognized for the future tax consequences attributable to differences 
between the financial statement carrying amounts of existing assets and liabilities and their respective tax bases.   
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12. Income Taxes — (continued) 
 

Reconciliation between our TRS’s GAAP net income (loss) and taxable gain (loss): 
 

 The following table reconciles our TRS’s GAAP net income (loss) to taxable income (loss) for the years 
ended December 31, 2008, 2007, and 2006 (in thousands): 
 

 2008  2007  2006
GAAP  consolidated net income (loss) ............................................$ (121,678)  $ 90,133   $ 51,324 
GAAP net loss (income) not related to TRS .................................... 86,720   (76,782 )   (55,173)
GAAP net income (loss) of taxable subsidiaries .............................. (34,958)   13,351    (3,849)
Impairment loss not deductible for tax ............................................ -      -       7,206 
Tax gain (loss) in excess of book gains on sale of hotels ................ (346)   2,928    116,308 
Depreciation and amortization(a) ...................................................... (482)   (2,410 )   (3,379)
Employee benefits not deductible for tax ........................................ (4,224)   (5,107 )   (1,537)
Other book/tax differences ............................................................... (8)   2,514    (1,653)
Tax gain (loss) of taxable subsidiaries .............................................$ (40,018)  $ 11,276   $ 113,096 

 

(a) The changes in book/tax differences in depreciation and amortization principally result from book 
and tax basis differences, differences in depreciable lives and accelerated depreciation methods. 

  
Summary of TRS’s net deferred tax asset: 
 

At December 31, 2008 and 2007, our TRS had a deferred tax asset, on which we had a 100% valuation 
allowance, primarily comprised of the following (in thousands): 

 

 2008  2007 
Accumulated net operating losses of our TRS .................................................. $ 130,765   $ 115,565
Tax property basis in excess of book ................................................................ 1,350    444
Accrued employee benefits not deductible for tax ............................................ 5,565    7,170
Bad debt allowance not deductible for tax ........................................................ 198    117
Gross deferred tax assets ................................................................................... 137,878    123,296
Valuation allowance ......................................................................................... (137,878 )   (123,296 )
Deferred tax asset after valuation allowance .................................................... $ -      $ -   

 

 We have provided a valuation allowance against our deferred tax asset at December 31, 2008 and 2007, 
that results in no net deferred tax asset at December 31, 2008 and 2007 due to the uncertainty of realization 
(because of historical operating losses).  Accordingly, no provision or benefit for income taxes is reflected in the 
accompanying Consolidated Statements of Operations.  At December 31, 2008, the TRS had net operating loss 
carryforwards for federal income tax purposes of $344.1 million, which are available to offset future taxable 
income, if any, through 2026. 
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12. Income Taxes — (continued) 
 
Reconciliation between FelCor’s REIT GAAP net income (loss) and taxable income: 

 
The following table reconciles FelCor’s REIT GAAP net income (loss) to taxable income for the years ended 

December 31, 2008, 2007 and 2006 (in thousands): 
 

 2008  2007  2006
GAAP net income (loss) not related to taxable subsidiary ...............$ (86,720) $ 76,782   $ 55,173 
Losses (income) allocated to unitholders other than FelCor ............. 2,433   (1,094 )   (279)
GAAP net income (loss) from REIT operations ............................... (84,287)  75,688    54,894 
Book/tax differences, net:         
   Depreciation and amortization(a) .................................................... (21,927)  (9,246 )   (2,995)
   Minority interests ........................................................................... (2,889)  (339 )   (1,444)
   Equity in loss from unconsolidated entities ................................... 12,696   -       -    
   Tax loss in excess of book gains on sale of hotels ......................... -     427    (19,869)
   Impairment loss not deductible for tax .......................................... 107,963   -       9,268 
   Accrued liquidated damages .......................................................... 11,060   -       -    
   Other .............................................................................................. 704   (618 )   (445)
Taxable income subject to distribution requirement(b) ......................$ 23,320  $ 65,912   $ 39,409 

 

(a) Book/tax differences in depreciation and amortization principally result from differences in 
depreciable lives and accelerated depreciation methods. 

(b) The dividend distribution requirement is 90%. 
 
13. Redeemable Operating Partnership Units and Partners’ Capital 
 

At the request of our limited partners, we are required to exchange their limited partnership units for a 
like number of shares of FelCor common stock or, at the option of FelCor, for the cash equivalent thereof.  Due 
to these redemption rights, we excluded these limited partnership units from partners’ capital on our balance 
sheet and included them in redeemable units.  These redeemable units are measured at redemption value at the 
end of the periods presented.  At December 31, 2008 and 2007 there were 295,843 and 1,353,771 redeemable 
units outstanding.  During 2008, 2007 and 2006, limited partners exchanged 1,057,928 units, 1,245 units and 
1,407,524 units, respectively, for a like number of shares of FelCor common stock. 
 

FelCor, as our sole general partner, is obligated to contribute the net proceeds from any issuance of its 
equity securities to us in exchange for units, corresponding in number and terms to the equity securities issued.  
We may also issue limited partnership units to third parties in exchange for cash or property. 
 

At December 31, 2008, FelCor had $600 million of common stock, preferred stock, and/or common 
stock warrants available for offerings under a shelf registration statement previously declared effective.   
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13. Redeemable Operating Partnership Units and Partners’ Capital – (continued) 
 
FelCor’s Preferred Stock 
 
 FelCor’s Board of Directors is authorized to provide for the issuance of up to 20 million shares of 
preferred stock in one or more series, to establish the number of shares in each series, to fix the designation, 
powers, preferences and rights of each such series, and the qualifications, limitations or restrictions thereof. 

 
Our Series A preferred units bear an annual cumulative distribution payable in arrears equal to the greater 

of $1.95 per unit or the cash distributions declared or paid for the corresponding period on the number of common 
partnership units into which the Series A preferred units are then convertible.  Each share of the Series A 
preferred units are convertible at the unitholder’s option to 0.7752 shares of common partnership units, subject to 
certain adjustments.   
 
 Our 8% Series C Cumulative Redeemable preferred units, or Series C preferred units, bears an annual 
cumulative distribution of 8% of the liquidation preference (equivalent to $2.00 per depositary unit).  We may 
call the Series C preferred units and the corresponding depositary units at $25 per depositary unit.  These units 
have no stated maturity, sinking fund or mandatory redemption, and are not convertible into any of our other 
securities.  The Series C preferred units have a liquidation preference of $2,500 per unit (equivalent to $25 per 
depositary unit). 
 

 Accrued distributions payable on our Series A and Series C preferred units aggregating $8.5 million at 
December 31, 2008, were paid in January 2009. 
 
14. Hotel Operating Revenue, Departmental Expenses, and Other Property Operating Costs 

 
 Hotel operating revenue from continuing operations was comprised of the following (in thousands): 
 

 Year Ended December 31,
 2008 2007  2006
Room revenue ............................................................................$ 885,404 $ 830,979  $ 809,466
Food and beverage revenue........................................................ 179,056 136,793   129,200
Other operating departments ...................................................... 62,333 51,023   52,293
     Total hotel operating revenues ..............................................$ 1,126,793 $ 1,018,795  $ 990,959

 
 Nearly 100% of our revenue in all periods presented was comprised of hotel operating revenues, which 
includes room revenue, food and beverage revenue, and revenue from other operating departments (such as 
telephone, parking and business centers).  These revenues are recorded net of any sales or occupancy taxes 
collected from our guests. All rebates or discounts are recorded, when allowed, as a reduction in revenue, and 
there are no material contingent obligations with respect to rebates or discounts offered by us. All revenues are 
recorded on an accrual basis, as earned.  Appropriate allowances are made for doubtful accounts and are 
recorded as a bad debt expense.  The remainder of our revenue was from condominium management fee income 
and other sources. 
 

 We do not have any time-share arrangements and do not sponsor any guest frequency programs for 
which we would have any contingent liability.  We participate in guest frequency programs sponsored by the 
brand owners of our hotels, and we expense the charges associated with those programs (typically consisting of a 
percentage of the total guest charges incurred by a participating guest), as incurred.  When a guest redeems 
accumulated guest frequency points at one of our hotels, the hotel bills the sponsor for the services provided in 
redemption of such points and records revenue in the amount of the charges billed to the sponsor.  Associated 
with the guest frequency programs, we have no loss contingencies or ongoing obligation beyond what is paid to 
the brand owner at the time of the guest’s stay.



FELCOR LODGING LIMITED PARTNERSHIP 
 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
 

83 
 

14. Hotel Operating Revenue, Departmental Expenses, and Other Property Operating Costs –  
 (continued) 
 
 Hotel departmental expenses from continuing operations were comprised of the following  
(in thousands): 

 
 Year Ended December 31, 
 2008 2007   2006
Room ................................................................................$ 217,434 $ 204,426   $ 199,283
Food and beverage ........................................................... 137,243 104,086    97,012
Other operating departments ............................................ 28,148 20,924    23,436
 Total hotel departmental expenses.......................$ 382,825 $ 329,436   $ 319,731

 
Other property operating costs from continuing operations were comprised of the following (in thousands): 
 

 Year Ended December 31, 
 2008 2007   2006
Hotel general and administrative expense.........................$ 98,358 $ 86,884   $ 87,451
Marketing .......................................................................... 91,204 84,286    81,113
Repair and maintenance .................................................... 57,757 55,045    52,710
Utilities .............................................................................. 55,659 49,002   49,027
Total other property operating costs..................................$ 302,978 $ 275,217   $ 270,301

 
  Hotel departmental expenses and other property operating costs include hotel compensation and benefit 
expenses of $333.2 million, $289.1 million, and $281.7 million for the year ended December 31, 2008, 2007 and 
2006, respectively. 
 
15. Taxes, Insurance and Lease Expense 
 
 Taxes, insurance and lease expense from continuing operations were comprised of the following (in 
thousands): 
 

 Year Ended December 31, 
 2008 2007   2006
Operating lease expense (a) ................................................$ 65,766 $ 70,695   $ 69,221
Real estate and other taxes  ............................................... 33,573 34,652    32,790
Property, general liability insurance and other .................. 14,470 15,912    10,041

Total taxes, insurance and lease expense .............$ 113,809 $ 121,259   $ 112,052
 

(a) Includes hotel lease expense of $54.3 million, $61.7 million, $61.1 million, respectively, associated 
with 13 hotels in 2008, 2007 and 2006, respectively, owned by unconsolidated entities and leased to 
our consolidated lessees.  Included in lease expense is $33.9 million, $37.0 million and 
$36.1 million in percentage rent for the year ended December 31, 2008, 2007 and 2006, 
respectively. 
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16. Land Leases and Hotel Rent 
 
 We lease land occupied by certain hotels from third parties under various operating leases that expire 
through 2089.  Certain land leases contain contingent rent features based on gross revenue at the respective 
hotels.  In addition, we recognize rent expense for 13 hotels that are owned by unconsolidated entities and are 
leased to our consolidated lessees.  These leases expire through 2014 and require the payment of base rents and 
contingent rent based on revenues at the respective hotels.  Future minimum lease payments under our land lease 
obligations and hotel leases at December 31, 2008, were as follows (in thousands): 
 

Year   
2009 .............................................................................................$ 33,831 
2010 ............................................................................................. 31,922 
2011 ............................................................................................. 31,443 
2012 ............................................................................................. 30,473 
2013 ............................................................................................. 12,705 
2014 and thereafter ...................................................................... 216,631 
 $ 357,005 

 
 

17. Earnings Per Unit 
 

The following table sets forth the computation of basic and diluted earnings (loss) per unit for the years 
ended December 31, 2008, 2007 and 2006 (in thousands, except per unit data): 

 

 2008 2007  2006 
Numerator:       
   Income (loss) from continuing operations ................................. $ (122,858)  $ 56,063   $ 7,941  
      Less: Preferred distributions ...................................................  (38,713)   (38,713 )   (38,713 )
   Income (loss) from continuing operations applicable to  
        common unitholders .............................................................

 
(161,571

 
)

   
17,350 

   
(30,772

 
)

Discontinued operations ...............................................................  1,180   34,070    43,383  
Net income (loss) applicable to common unitholders ................... $ (160,391)  $ 51,420   $ 12,611  
Denominator:          
   Denominator for basic earnings (loss) per unit ..........................  63,178   62,955    62,598  
   Denominator for diluted earnings (loss) per unit .......................  63,178   63,251    62,598  
Earnings (loss) per unit data:          
Basic:          
   Income (loss) from continuing operations ................................. $ (2.56)  $ 0.28   $ (0.49 )
   Discontinued operations ............................................................ $ 0.02  $ 0.54   $ 0.69  
   Net income (loss) ....................................................................... $ (2.54)  $ 0.82   $ 0.20  
Diluted:          
   Income (loss) from continuing operations ................................. $ (2.56)  $ 0.27   $ (0.49 )
   Discontinued operations ............................................................ $ 0.02  $ 0.54   $ 0.69  
   Net income (loss) ....................................................................... $ (2.54)  $ 0.81    0.20  
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17. Earnings Per Unit – (continued) 
 
 Securities that could potentially dilute basic earnings per unit in the future that were not included in 
computation of diluted earnings (loss) per unit, because they would have been antidilutive for the periods 
presented, are as follows (unaudited, in thousands): 
 
 2008 2007  2006
FelCor restricted shares granted but not vested .................................. 98 -    327
Series A convertible preferred units ................................................... 9,985 9,985 9,985

 

 Series A preferred distributions that would be excluded from net income (loss) applicable to common 
unitholders, if the Series A preferred units were dilutive, were $25.1 million for all periods presented. 
 
18. Commitments, Contingencies and Related Party Transactions 

 
 Our general partner FelCor shared the executive offices and certain employees with TCOR Holdings, 

LLC, successor to FelCor, Inc. (controlled by Thomas J. Corcoran, Jr., Chairman of FelCor’s Board of 
Directors), and TCOR Holdings, LLC paid its share of the costs thereof, including an allocated portion of the 
rent, compensation of certain personnel, office supplies, telephones, and depreciation of office furniture, fixtures, 
and equipment.  Any such allocation of shared expenses must be approved by a majority of FelCor’s independent 
directors.   TCOR Holdings, LLC paid approximately $60,000 in 2008 and $50,000 in 2007 and 2006 for shared 
office costs. 

 
Our property insurance has a $100,000 all risk deductible, a deductible of 5% of insured value for 

named windstorm coverage and a deductible of 2% to 5% of insured value for California earthquake coverage.  
Substantial uninsured or not fully-insured losses would have a material adverse impact on our operating results, 
cash flows and financial condition.  Catastrophic losses, such as the losses caused by hurricanes in 2005, could 
make the cost of insuring against these types of losses prohibitively expensive or difficult to find.  In an effort to 
limit the cost of insurance, we purchase catastrophic insurance coverage based on probable maximum losses 
based on 250-year events and have only purchased terrorism insurance to the extent required by our lenders.  We 
have established a self-insured retention of $250,000 per occurrence for general liability insurance with regard to 
60 of our hotels.  The remainder of our hotels participate in general liability programs sponsored by our 
managers, with no deductible. 

 
There is no litigation pending or known to be threatened against us or affecting any of our hotels, other 

than claims arising in the ordinary course of business or which are not considered to be material. Furthermore, 
most of these claims are substantially covered by insurance. We do not believe that any claims known to us, 
individually or in the aggregate, will have a material adverse effect on us. 

 
Our hotels are operated under various management agreements that call for base management fees, which 

range from 2% of the hotel’s total revenue to the sum of 2% of the hotel’s total revenue plus 5% of the hotel’s 
room revenue and generally have an incentive provision related to the hotel’s profitability.  In addition, the 
management agreements generally require us to invest approximately 3% to 5% of revenues for capital 
expenditures.  The management agreements have terms from 5 to 20 years and generally have renewal options. 
 
 The management agreements governing the operations of 37 of our Consolidated Hotels contain the 
right and license to operate the hotel under the specified brands.  The remaining 48 Consolidated Hotels operated 
under franchise or license agreements that are separate from our management agreements.  Typically, our 
franchise or license agreements provide for a license fee or royalty of 4% to 5% of room revenues.  In the event 
we breach one of these agreements, in addition to losing the right to use the brand name for the operation of the 
applicable hotel, we may be liable, under certain circumstances, for liquidated damages equal to the fees paid to 
the franchisor with respect to that hotel during the three preceding years.   
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18. Commitments, Contingencies and Related Party Transactions – (continued) 
 
 In 2008, we identified two Holiday Inn hotels in Florida operating under management agreements with 
IHG as candidates to be sold.  These hotels were originally designated for redevelopment with condominiums, 
but market conditions in Florida no longer make these condominium projects feasible.  We also determined that 
the major capital expenditures necessary to retain the Holiday Inn flags at these hotels were not in the best 
interests of our unitholders, given the shortened hold period for these hotels.  We have agreed with IHG that the 
management agreements for one hotel will be terminated June 30, 2009, and the other hotel will be terminated 
December 31, 2009.  Following termination (or earlier sale) of each hotel, we will be required to pay 
replacement management fees for up to one year and liquidated damages (net of any replacement management 
fees previously paid) at the end of that year;  or reinvest in another hotel to be managed by IHG and carrying an 
IHG brand.  Given the current state of the economy and the market for hotel acquisitions, sale of either hotel or 
substitution of a replacement hotel appears unlikely prior to the relevant dates, and we will likely have to pay 
IHG at least some portion of replacement management fees and/or liquidated damages. Liquidated damages are 
computed based on operating results of a hotel prior to termination, and we expect that the aggregate liability 
related to these hotels, if paid, could be approximately $11 million.  We have accrued the full amount of 
liquidated damages in 2008. 
 
19. Supplemental Cash Flow Disclosure 
 
 Accrued distributions payable on our common units, Series A and Series C preferred units aggregating 
$8.5 million and $30.5 million at December 31, 2008 and 2007, respectively, were paid in January of the 
following year. 
 
 As the result of the exchange of 1,057,928 partnership units and 1,245 partnership units for FelCor’s 
common stock in 2008 and 2007, respectively, we recorded a reduction in redeemable units of $1.8 million in 
2008 and $30,689 in 2007 and a corresponding increase in partners’ capital. 
 
 Depreciation and amortization expense is comprised of the following (in thousands): 
 

 Year Ended December 31,
 2008 2007   2006
Depreciation and amortization from continuing operations ....... $ 141,668 $ 110,751   $ 94,579 
Depreciation and amortization from discontinued operations ... -    14    15,695 
Total depreciation and amortization expense ............................. $ 141,668 $ 110,765   $ 110,274 

 
 In 2007, $67.0 million of proceeds from the sale of the Royale Palms condominium project was paid 
directly from the purchasers to our lender at closing. 
 
 In 2006, we sold 31 hotels for gross proceeds of $514 million.  These proceeds were used to repay 
approximately $356 million of debt ($150 million of which related to sales proceeds paid directly from purchaser 
to our lender at closing) and invested in capital improvements at many of our hotels. 
 
 In 2006, we borrowed $215 million of debt that was paid directly to a lender, in repayment of 
$215 million of other debt. 
 
 For the year ended December 31, 2008, our repayment of borrowings consisted of retirement of debt of 
$23.8 million, payments on our line of credit of $74 million and normal recurring principal payments of 
$13.9 million. 
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19. Supplemental Cash Flow Disclosure – (continued) 
 

For the year ended December 31, 2007, our repayment of borrowings consisted of early retirement of 
debt of $7.4 million, payments on our line of credit of $10.0 million and normal recurring principal payments of 
$12.9 million. 
 
 For the year ended December 31, 2006, our repayment of borrowings consisted of early retirement of 
debt of $456.5 million, payments on our line of credit of $243.6 million and normal recurring principal payments 
of $15.9 million. 
 
20. FelCor’s Stock Based Compensation Plans 

 
 FelCor sponsors three restricted stock and stock option plans, or the Plans.  FelCor is authorized to issue 
4,550,000 shares of its common stock under the Plans pursuant to awards granted in the form of incentive stock 
options, non-qualified stock options, and restricted stock.  All outstanding options have 10-year contractual 
terms and vest either over four or five equal annual installments beginning in the year following the date of grant 
or 100% at the end of a four-year vesting term.  Stock grants vest either over four or five equal annual 
installments or over a four year schedule including time based vesting and performance based vesting.  Under the 
Plans, there were 1,710,429 shares remaining available for grant at December 31, 2008. 
 
Stock Options 
 
 A summary of the status of FelCor’s non-qualified stock options under the Plans as of December 31, 
2008, 2007 and 2006, and the changes during these years are presented in the following tables: 
 

 2008 2007  2006 
  

No. Shares of
Underlying 

Options

Weighted
Average 
Exercise 
Prices

No. Shares 
of 

Underlying 
Options

Weighted
Average 
Exercise 
Prices

No. Shares 
of 

Underlying 
Options 

 Weighted
Average 
Exercise 
Prices

Outstanding at beginning of the year ....... 161,356 $21.11 598,366  $22.62  1,465,257  $23.41 
Forfeited or expired ................................. (121,356) $22.13 (147,639 ) $26.11  (726,891 ) $25.56 
Exercised ................................................. -    $   -    (289,371 ) $21.68  (140,000 ) $15.63 
Outstanding at end of year ....................... 40,000 $18.05 161,356  $21.11  598,366  $22.62 
Exercisable at end of year ........................ 40,000 $18.05 161,356  $21.11  598,366  $22.62 

 
Options Exercisable and Outstanding

 
Range of  

Exercise Prices

Number 
Outstanding
at 12/31/08 

Wgtd. Avg.
Life  

Remaining 
Wgtd Avg. 

Exercise Price
$15.62 to $19.50 40,000 1.85 $18.05 

 
 The fair value of each stock option granted is estimated on the date of grant using the Black-Scholes 
option pricing model with the following weighted average assumptions for 2001 and 2000 when options were 
granted: dividend yield of 12.44% to 11.28%; risk free interest rates are different for each grant and range from 
4.33% to 6.58%; the expected lives of options were six years; and volatility of 21.04% for 2001 grants and 
18.22% for 2000 grants.  The weighted average fair value of options granted during 2001, was $0.85 per share.  
FelCor has issued no stock options since 2001. 
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20. FelCor’s Stock Based Compensation Plans – (continued) 
 

Restricted Stock 
 
 A summary of the status of FelCor’s restricted stock grants as of December 31, 2008, 2007, and 2006, 
and the changes during these years are presented below: 
 

 2008 2007 2006 
  

 
 
 
 

No. Shares 

Weighted
Average 

Fair 
Market 
Value  

at Grant

 
 
 

No. Shares  

Weighted
Average 

Fair 
Market 
Value  

at Grant

 
 
 
 
 

No. Shares  

 Weighted
Average 

Fair 
Market 
Value  

at Grant
Outstanding at beginning of the year.... 2,329,230 $15.85 1,880,129 $14.56 1,549,206  $13.35 
Granted(a):      
   With immediate vesting(b) ................. 45,800 $12.20 24,100 $23.61 28,500  $19.78 
   With 4-year pro rata vesting .............. 449,300 $12.20 454,600 $20.87 293,800  $18.71 
   With 5-year pro rata vesting .............. 5,000 $12.20 5,000 $21.66 60,000  $21.64 
Forfeited ............................................... -     (34,599 ) $17.80 (51,377 ) $13.23 
Outstanding at end of year ................... 2,829,330 $15.20 2,329,230 $15.85 1,880,129  $14.56 
Vested at end of year ............................ (1,483,976 ) $14.09 (1,283,724 ) $14.38 (1,108,866 ) $14.14 
Unvested at end of year ........................ 1,345,354  $16.44 1,045,506 $17.66 771,263  $15.16 
 

(a) All shares granted are issued out of treasury except for 19,200 of the restricted shares issued to 
FelCor’s directors during the year ended December 31, 2006. 

(b) Shares awarded to FelCor’s directors. 
 

The unearned compensation cost of FelCor’s granted but unvested restricted stock as of December 31, 
2008 was $12.5 million.  The weighted average period over which this cost is to be amortized is approximately 
two years. 
 
21. Employee Benefits 
 
 We have no employees.  FelCor as our sole general partner performs our management functions.  FelCor 
offers a 401(k) plan and health insurance benefits to its employees.  FelCor’s matching contribution to its 401(k) 
plan aggregated $0.9 million for each of the periods presented.  The cost of health insurance benefits to FelCor’s 
employees were $0.9 million during 2008, $0.8 million during 2007, and $1.2 million during 2006. 
 
 The employees at our hotels are employees of the respective management companies.  Under the 
management agreements, we reimburse the management companies for the compensation and benefits related to 
the employees who work at our hotels.  We are not, however, the sponsors of their employee benefit plans and 
have no obligation to fund these plans. 
 
22. Segment Information 
 
 SFAS 131, “Disclosures about Segments of an Enterprise and Related Information,” requires the 
disclosure of selected information about operating segments.  Based on the guidance provided in the standard, we 
have determined that our business is conducted in one operating segment because of the similar economic 
characteristics of our hotels. 
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22. Segment Information – (continued) 
 

The following table sets forth revenues for continuing operations, and investment in hotel assets 
represented by, the following geographical areas as of and for the years ended December 31, 2008, 2007 and 
2006 (in thousands): 
 

 Revenue Investment in Hotel Assets
 2008  2007 2006 2008 2007 2006
California ................  $ 258,748 $ 208,495 $ 195,056 $ 526,770 $ 547,451 $ 413,899
Texas ......................   118,856  114,802 110,384 214,294 226,724  207,921
Florida ....................   204,652  154,939 150,339 455,636 505,480  344,812
Georgia ...................   58,345  59,198 58,745 126,851 126,896  122,227
Other states .............   456,566  452,730 447,081 904,105 928,378  905,352
Canada ....................   32,609  31,720 29,433 51,370 65,128  50,074

Total ............  $ 1,129,776 $ 1,021,884 $ 991,038 $ 2,279,026 $ 2,400,057 $ 2,044,285
 
23. Recently Issued Statements of Financial Accounting Standards 

 
 In September 2006, the FASB issued Statement No. 157, “Fair Value Measurements” (SFAS 157). 
SFAS 157 provides guidance for using fair value to measure assets and liabilities. This statement clarifies the 
principle that fair value should be based on the assumptions that market participants would use when pricing the 
asset or liability. SFAS 157 establishes a fair value hierarchy, giving the highest priority to quoted prices in 
active markets and the lowest priority to unobservable data. SFAS 157 applies whenever other standards require 
assets or liabilities to be measured at fair value. SFAS 157 also provides for certain disclosure requirements, 
including, but not limited to, the valuation techniques used to measure fair value and a discussion of changes in 
valuation techniques, if any, during the period. This statement was effective for us on January 1, 2008, except for 
nonfinancial assets and nonfinancial liabilities that are not recognized or disclosed at fair value on a recurring 
basis, for which the effective date is January 1, 2009.  The adoption of this standard as it relates to financial 
assets and liabilities did not have a material impact on our financial position and results of operations, and we do 
not believe that the adoption of this standard on January 1, 2009 as it relates to non-financial assets and liabilities 
will have a material effect on our financial position and results of operations. 
 
 In February 2007, the FASB issued Statement No. 159, "The Fair Value Option for Financial Assets and 
Financial Liabilities" (SFAS 159), which gives entities the option to measure eligible financial assets, financial 
liabilities and firm commitments at fair value on an instrument-by-instrument basis, that are otherwise not 
permitted to be accounted for at fair value under other accounting standards. The election to use the fair value 
option is available when an entity first recognizes a financial asset or financial liability or upon entering into a 
firm commitment. Subsequent changes (i.e., unrealized gains and losses) in fair value must be recorded in 
earnings.  Additionally, SFAS 159 allowed for a one-time election for existing positions upon adoption, with the 
transition adjustment recorded to beginning retained earnings. This statement was effective for us on January 1, 
2008.  We did not make the one-time election upon adoption and therefore, we do not believe that the adoption 
of this standard will have a material effect on our financial position and results of operations. 
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23. Recently Issued Statements of Financial Accounting Standards – (continued) 
 
 In December 2007, the FASB issued Statement No. 141 (revised 2007), "Business Combinations" 
(SFAS 141(R)), which establishes principles and requirements for how the acquirer shall recognize and measure 
in its financial statements the identifiable assets acquired, liabilities assumed, any noncontrolling interest in the 
acquiree and goodwill acquired in a business combination. This statement is effective for us for business 
combinations for which the acquisition date is on or after January 1, 2009.  The adoption of this standard on 
January 1, 2009 could materially impact our future financial results to the extent that we acquire significant 
amounts of real estate, as related acquisition costs will be expensed as incurred compared to our prior practice of 
capitalizing such costs and amortizing them over the estimated useful life of the assets acquired. 
 
 In December 2007, the FASB issued Statement No. 160, “Noncontrolling Interests in Consolidated 
Financial Statements – an Amendment of ARB No. 51” (SFAS 160), which establishes and expands accounting 
and reporting standards for minority interests, which will be recharacterized as noncontrolling interests, in a 
subsidiary and the deconsolidation of a subsidiary.  SFAS 160 is effective for business combinations for which 
the acquisition date is on or after January 1, 2009.  We do not expect the adoption of SFAS 160 will have a 
significant impact on our results of operations or financial position other than the recharacterization of minority 
interests. 
 
 In March 2008, the FASB issued Statement No. 161, “Disclosures about Derivative Instruments and 
Hedging Activities – an Amendment of FASB Statement No. 133” (SFAS 161).  SFAS 161 requires enhanced 
disclosures related to derivative instruments and hedging activities, including disclosures regarding how an entity 
uses derivative instruments, how derivative instruments and related hedged items are accounted for under FASB 
Statement No. 133, “Accounting for Derivative Instruments and Hedging Activities,” and the impact of 
derivative instruments and related hedged items on an entity’s financial position, financial performance and cash 
flows.  SFAS 161 was effective on January 1, 2009.  We do not believe that the adoption of this standard will 
have a material effect on our financial position and results of operation. 
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24. Quarterly Operating Results (unaudited) 
 
 Our unaudited consolidated quarterly operating data for the years ended December 31, 2008 and 2007 
follows (in thousands, except per unit data).  In the opinion of management, all adjustments (consisting of normal 
recurring accruals) necessary for a fair presentation of quarterly results have been reflected in the data.  It is also 
management’s opinion, however, that quarterly operating data for hotel enterprises are not indicative of results to 
be achieved in succeeding quarters or years.  In order to obtain a more accurate indication of performance, there 
should be a review of operating results, changes in partners’ capital and cash flows for a period of several years.  
 

 
2008 

 First 
Quarter

Second 
Quarter

 Third 
Quarter 

 Fourth 
Quarter

Total revenues .........................................................................$ 291,875 $ 306,168  $ 277,729   $ 254,004
Net income (loss) from continuing operations ........................$ (12,937 ) $ 23,553  $ (43,927 )  $ (89,547)
Discontinued operations .........................................................$ (13 ) $ -    $ 1,193   $ -   
Net income (loss) ....................................................................$ (12,950 ) $ 23,553  $ (42,734 )  $ (89,547)
Net income (loss) applicable to common unitholders .............$ (22,628 ) $ 13,875  $ (52,412 )  $ (99,226)
Comprehensive income (loss) .................................................$ (14,680 ) $ 23,795  $ (45,415 )  $ (97,410)
Basic and diluted per common unit data:         
     Net income (loss) from continuing operations ...................$ (0.36 ) $ 0.22  $ (0.85 )  $ (1.57)
    Discontinued operations .....................................................$ -   $ -    $ 0.02   $ -   
     Net income (loss) ...............................................................$ (0.36 ) $ 0.22  $ (0.83 )  $ (1.57)
       Basic weighted average common units outstanding ........ 63,068  63,176   63,174    63,178
       Diluted weighted average common units outstanding ..... 63,068  63,322   63,174    63,178
 

 
2007 

 First 
Quarter 

Second 
Quarter

  Third 
Quarter 

 Fourth 
Quarter

Total revenues ......................................................................... $ 248,672 $ 266,244   $ 258,462   $ 248,506
Net income (loss) from continuing operations ........................ $ 21,100 $ 29,811   $ 8,166   $ (3,014)
Discontinued operations ......................................................... $ 8,488 $ 26,350   $ (209 )  $ (559)
Net income (loss) .................................................................... $ 29,588 $ 56,161   $ 7,957   $ (3,573)
Net income (loss) applicable to common unitholders ............. $ 19,910 $ 46,483   $ (1,721 )  $ (13,252)
Comprehensive income (loss) ................................................. $ 29,921 $ 63,007   $ 12,836   $ (4,020)
Basic and diluted per common unit data:           
     Net income (loss) from continuing operations ................... $ 0.18 $ 0.32   $ (0.02 )  $ (0.20)
    Discontinued operations ..................................................... $ 0.14 $ 0.41   $ (0.01 )  $ (0.01)
     Net income (loss) ............................................................... $ 0.32 $ 0.73   $ (0.03 )  $ (0.21)
       Basic weighted average common units outstanding ........  62,729  62,941    63,006    63,003
       Diluted weighted average common units outstanding .....  63,117  63,387    63,006    63,003
 
25. Subsequent Events 
 
 In January 2009, a 50%-owned joint venture sold the Ramada Hotel in Hays, Kansas for gross proceeds 
of $2.8 million.  All proceeds from this sale were used to repay debt of this venture. 
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26. Consolidating Financial Information 
 

Certain of our wholly-owned subsidiaries (FelCor/CSS Holdings, L.P.; FelCor Pennsylvania Company, 
L.L.C.; FelCor Lodging Holding Company, L.L.C.; Myrtle Beach Hotels, L.L.C.; FelCor TRS Borrower 1, L.P.; 
FelCor TRS Borrower 3, L.P.; FelCor TRS Borrower 4, L.L.C.; FelCor TRS Guarantor, L.P.; Center City Hotel 
Associates; FelCor Lodging Company, L.L.C.; FelCor TRS Holdings, L.P.; FHAC Texas Holdings, L.P.; FelCor 
Omaha Hotel Company, L.L.C.; FelCor Canada Co.; FelCor/St. Paul Holdings, L.P. and FelCor Hotel Asset 
Company, L.L.C., collectively, “Subsidiary Guarantors”), together with FelCor, guarantee, fully and 
unconditionally, and jointly and severally, our senior debt.  The following tables present consolidating 
information for the Subsidiary Guarantors. 
 

CONSOLIDATING BALANCE SHEET 
December 31, 2008 

(in thousands) 
 

ASSETS 

 FelCor L.P.  
Subsidiary 
Guarantors  

Non-Guarantor 
Subsidiaries  Eliminations

Total 
Consolidated

Net investment in hotel properties ..................$ 124,752 $ 888,925 $ 1,265,349  $ -   $ 2,279,026
Equity investment in consolidated entities ..... 1,230,038 -    -     (1,230,038)  -   
Investment in unconsolidated entities ............. 77,106 17,400  -     -    94,506
Cash and cash equivalents .............................. 7,719 40,018  2,450   -    50,187
Restricted cash ................................................ -   2,104  11,109   -    13,213
Accounts receivable ........................................ 4,576 30,664  -      -    35,240
Deferred expenses .......................................... 2,660 49  2,847   -    5,556
Other assets ..................................................... 9,061 24,588  892   -    34,541
      

Total assets .........................................$ 1,455,912 $ 1,003,748 $ 1,282,647  $ (1,230,038) $ 2,512,269
  

LIABILITES AND PARTNERS’ CAPITAL 
Debt ................................................................$ 627,414 $ 120,175 $ 804,097  $ -   $ 1,551,686
Distributions payable ...................................... 8,545 -    -     -    8,545
Accrued expenses and other liabilities ........... 24,303 95,221  13,080   -    132,604
      

Total liabilities .................................... 660,262 215,396  817,177   -    1,692,835
      
Redeemable units, at redemption value .......... 545 -    -     -    545
Minority interest – other partnerships ............. -   551  23,233   -    23,784
      
Preferred units ................................................ 478,774 -    -     -    478,774
Common units ................................................ 316,331 772,383  442,237   (1,230,038)  300,913
Accumulated other comprehensive income .... -   15,418  -     -    15,418

Total partners’ capital ......................... 795,105 787,801  442,237   (1,230,038)  795,105
      

Total liabilities, redeemable units 
    and partners' capital ........................$ 1,455,912 $ 1,003,748 $ 1,282,647  $ (1,230,038) $ 2,512,269
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26. Consolidating Financial Information – (continued) 
 

CONDENSED CONSOLIDATING BALANCE SHEET 
December 31, 2007 

(in thousands) 
 

ASSETS 

 FelCor L.P.  
Subsidiary 
Guarantors 

Non-Guarantor 
Subsidiaries  Eliminations 

Total 
Consolidated

Net investment in hotel properties ..................$ 122,225 $ 973,614 $ 1,304,218  $ -   $ 2,400,057
Equity investment in consolidated entities ...... 1,365,512  -    -     (1,365,512)  -  
Investment in unconsolidated entities ............. 97,810  27,820  1,643   -    127,273
Cash and cash equivalents ............................... 7,889  43,305  6,415   -    57,609
Restricted cash ................................................ 364  3,790  10,692   -    14,846
Accounts receivable ........................................ 2,508  35,198  165   -    37,871
Deferred expenses ........................................... 3,839  344  3,966   -    8,149
Other assets ..................................................... 14,593  20,262  3,175   -    38,030
       

Total assets ..........................................$ 1,614,740  $ 1,104,333 $ 1,330,274  $ (1,365,512) $ 2,683,835
      

LIABILITES AND PARTNERS’ CAPITAL 
Debt .................................................................$ 538,012  $ 124,469 $ 813,126  $ -   $ 1,475,607
Distributions payable ...................................... 30,493   -    -     -    30,493
Accrued expenses and other liabilities ............ 27,923   91,880  14,356   -    134,159
        

Total liabilities .................................... 596,428   216,349  827,482   -    1,640,259
        
Redeemable units, at redemption value........... 21,109   -    -     -    21,109
Minority interest – other partnerships ............. -     70  25,194   -    25,264
        
Preferred units ................................................. 478,774   -    -     -    478,774
Common units ................................................. 518,429   860,464  477,598   (1,365,512)  490,979
Accumulated other comprehensive income .... -     27,450  -     -    27,450

Total partners’ capital ......................... 997,203   887,914  477,598   (1,365,512)  997,203
        

Total liabilities, redeemable units 
    and partners' capital .........................$ 1,614,740  $ 1,104,333 $ 1,330,274  $ (1,365,512) $ 2,683,835
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26. Consolidating Financial Information – (continued) 
 

CONDENSED CONSOLIDATING STATEMENT OF OPERATIONS 
For the Year Ended December 31, 2008 

(in thousands) 
 

 FelCor L.P.  
Subsidiary 
Guarantors  

Non-Guarantor 
Subsidiaries  Eliminations  

Total 
Consolidated

Revenues:          
Hotel operating revenue .................................$ -    $ 1,126,793 $ -     $ -     $ 1,126,793
Percentage lease revenue ................................ 25,034   -    171,416    (196,450 )   -   
Other revenue ................................................. 13   1,682  1,288    -       2,983

Total revenue .................................. 25,047   1,128,475  172,704    (196,450 )   1,129,776
             
Expenses:             
Hotel operating expenses ............................... -      743,081  -      -       743,081
Taxes, insurance and lease expense ............... 3,470   281,216  25,573    (196,450 )   113,809
Corporate expenses ........................................ 719   13,567  6,412    -       20,698
Depreciation and amortization ....................... 10,961   60,683  70,024    -       141,668
Impairment loss .............................................. -      85,596  22,367    -       107,963
Liquidated damages ....................................... -      11,060  -      -       11,060
Other expenses ............................................... 487   4,487  1,564    -       6,538

Total operating expenses ................ 15,637   1,199,690  125,940   (196,450 )  1,144,817
Operating income ........................................... 9,410   (71,215)  46,764   -       (15,041)
Interest expense, net ....................................... (38,046)   (10,335)  (50,408)   -       (98,789)
Income (loss) before equity in income  
   from unconsolidated entities and  
   minority interests  ........................................ (28,636)   (81,550)  (3,644)   -       (113,830)
Equity in income from consolidated entities .. (96,826)   -     -      96,826    -   
Equity in income (loss) from unconsolidated 
   entities ......................................................... 931   (11,827)  (36)   -       (10,932)
Minority interests ........................................... -      (1,037)  (154)   -       (1,191)
Gain on involuntary conversion ..................... 2,005   145  945   -       3,095
Income from continuing operations ............... (122,526)   (94,269)  (2,889)   96,826    (122,858)
Discontinued operations from consolidated 

entities ......................................................... 848   332  -      -       1,180
Net income ..................................................... (121,678)   (93,937)  (2,889)   96,826    (121,678)
Preferred distributions .................................... (38,713)   -     -      -       (38,713)
Net income applicable to unitholders .............$ (160,391)  $ (93,937) $ (2,889)  $ 96,826  $ (160,391)
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26. Consolidating Financial Information – (continued) 
 

CONDENSED CONSOLIDATING STATEMENT OF OPERATIONS 
For the Year Ended December 31, 2007 

(in thousands) 
 

 FelCor L.P.  
Subsidiary 
Guarantors  

Non-Guarantor 
Subsidiaries  Eliminations  

Total 
Consolidated

Revenues:       
Hotel operating revenue ......................................$ -    $ 1,018,795 $ -      $ -    $ 1,018,795
Percentage lease revenue ..................................... 25,844  -   151,014   (176,858)  -   
Other revenue ...................................................... 250  -   2,839   -     3,089

Total revenue ....................................... 26,094  1,018,795 153,853   (176,858)  1,021,884
        
Expenses:        
Hotel operating expense ...................................... -     658,161 -      -     658,161
Taxes, insurance and lease expense ..................... 4,054  271,788 22,275   (176,858)  121,259
Abandoned projects ............................................. -     22 -      -     22
Corporate expenses .............................................. 1,190  12,789 6,739   -     20,718
Other expenses .................................................... -     474 2,329   -     2,803
Depreciation ........................................................ 9,053  52,741 48,957   -     110,751

Total operating expenses ..................... 14,297  995,975 80,300   (176,858) 913,714
Operating income ................................................ 11,797  22,820 73,553   -     108,170
Interest expense, net ............................................ (27,001)  (8,012) (57,476 )  -     (92,489)
Income (loss) before equity in income from 
   unconsolidated entities, minority interests  
   and sale of assets .............................................. (15,204)  14,808 16,077   -     15,681
Equity in income from unconsolidated entities ... 21,509  (1,081) (71 )  -     20,357
Equity in income from consolidated entities ....... 83,467  -    -      (83,467)  -   
Minority interests in other partnerships ............... -     2,245 (842 )  -     1,403
Gain on condominiums ....................................... -     -   18,622   -     18,622
Income (loss) from continuing operations ........... 89,772  15,972 33,786   (83,467)  56,063
Discontinued operations from consolidated  
   entities .............................................................. 361  31,470 2,239   -     34,070
Net income .......................................................... 90,133  47,442 36,025   (83,467)  90,133
Preferred distributions ......................................... (38,713)  -    -      -     (38,713)
Net income applicable to unitholders ..................$ 51,420  $ 47,442 $ 36,025   $ (83,467) $ 51,420
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26. Consolidating Financial Information – (continued) 
 

CONDENSED CONSOLIDATING STATEMENT OF OPERATIONS 
For the Year Ended December 31, 2006 

(in thousands) 
 

 FelCor L.P.  
Subsidiary 
Guarantors  

Non-Guarantor 
Subsidiaries  Eliminations

Total 
Consolidated

Revenues:   
Hotel operating revenue .......................................$ -   $ 990,959 $ -     $ -   $ 990,959
Percentage lease revenue ..................................... 23,576  -   149,161   (172,737) -   
Other revenue ....................................................... 7  -   72   -   79
 Total revenue ................................................ 23,583  990,959 149,233   (172,737) 991,038
    
Expenses:    
Hotel operating expense ....................................... -    641,269 -     -   641,269
Taxes, insurance and lease expense ..................... 5,084  261,138 18,567   (172,737) 112,052
Corporate expenses .............................................. 1,234  14,290 7,784   -   23,308
Abandoned projects.............................................. 13  -   20   -   33
Depreciation ......................................................... 8,100  46,317 40,162   -   94,579
 Total operating expenses .............................. 14,431  963,014 66,533   (172,737) 871,241
    
Operating income ................................................. 9,152  27,945 82,700   -   119,797
     
Interest expense, net ............................................. (46,246)  (8,746) (55,875)  -   (110,867)
Charge-off of deferred financing cost .................. (2,171)  (879) (512)  -   (3,562)
Early extinguishment of debt ............................... (9,525)  -   (2,946)  -   (12,471)
Gain on swap termination .................................... 1,715  -   -     -   1,715
    
Income (loss) before equity in income from 
   unconsolidated entities, minority interests and
   sale of assets ...................................................... (47,075)  18,320 23,367   -   (5,388 )
Loss on sale of assets ........................................... -    (92) -     -   (92 )
Equity in income from consolidated entities ........ 86,372  -   -     (86,372) -   
Equity in income from unconsolidated entities .... 11,764  (154) (73)  -   11,537
Minority interests in other partnerships ............... -    2,339 (455)  -   1,884
Income (loss) from continuing operations ........... 51,061  20,413 22,839   (86,372) 7,941
Discontinued operations from consolidated  
   entities ............................................................... 263  40,819 2,301   -   43,383
Net income (loss) ................................................. 51,324  61,232 25,140  (86,372) 51,324
Preferred distributions .......................................... (38,713)  -   -     -   (38,713)
Net income (loss) applicable to unitholders .........$ 12,611  $ 61,232 $ 25,140   $ (86,372) $ 12,611
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26. Consolidating Financial Information – (continued) 
 

CONDENSED CONSOLIDATING STATEMENT OF CASH FLOWS 
For the Year Ended December 31, 2008 

(in thousands) 
 
 

 FelCor L.P.  
Subsidiary 
Guarantors  

Non-Guarantor 
Subsidiaries  

Total 
Consolidated

Cash flows from (used in) operating activities ..........$ (14,008) $ 70,053 $ 97,118  $ 153,163
Cash flows from (used in) investing activities ........... 18,617   (73,783)  (60,513 )   (115,679)
Cash flows from (used in) financing activities .......... (4,779)   2,240  (40,570 )   (43,109)
Effect of exchange rates changes on cash .................. -      (1,797)  -       (1,797)
Change in cash and cash equivalents ......................... (170)   (3,287)  (3,965 )   (7,422)
Cash and cash equivalents at beginning of period ..... 7,889   43,305  6,415    57,609
Cash and equivalents at end of period .......................$ 7,719  $ 40,018 $ 2,450   $ 50,187

 
CONDENSED CONSOLIDATING STATEMENT OF CASH FLOWS 

For the Year Ended December 31, 2007 
(in thousands) 

 

 FelCor L.P.  
Subsidiary 
Guarantors  

Non-
Guarantor 

Subsidiaries  
Total 

Consolidated
Cash flows from (used in) operating activities .........$ (3,252) $ 72,728 $ 67,861   $ 137,337 
Cash flows from (used in) investing activities .......... (29,021)  39,909 (105,326 )   (94,438)
Cash flows from (used in) financing activities ......... (29,566)  (117,947) 36,395    (111,118)
Effect of exchange rates changes on cash ................. -     1,649 -       1,649 
Change in cash and cash equivalents ........................ (61,839)  (3,661) (1,070 )   (66,570)
Cash and cash equivalents at beginning of period .... 69,728  46,966 7,485    124,179 
Cash and equivalents at end of period ......................$ 7,889  $ 43,305 $ 6,415   $ 57,609 

 
CONDENSED CONSOLIDATING STATEMENT OF CASH FLOWS 

For the Year Ended December 31, 2006 
(in thousands) 

 

 FelCor L.P.  
Subsidiary 
Guarantors  

Non-Guarantor 
Subsidiaries  

Total 
Consolidated

Cash flows from (used in) operating activities .........$ (15,168) $ 84,663 $ 78,205  $ 147,700
Cash flows from (used in) investing activities ......... (2,899)  238,511 (95,012)   140,600
Cash flows from (used in) financing activities ......... 39,402  (312,386) 14,310   (258,674)
Effect of exchange rates changes on cash ................. -     (11) -      (11)
Change in cash and cash equivalents ........................ 21,335  10,777 (2,497)   29,615
Cash and cash equivalents at beginning of period .... 48,393  36,189 9,982   94,564
Cash and equivalents at end of period ......................$ 69,728  $ 46,966 $ 7,485  $ 124,179
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Initial Cost 

Cost Capitalized 
Subsequent to 

Acquisition 
Gross Amounts at Which 
Carried at Close of Period

 
 
 

Accumulated 
  

 
 

Life Upon 
 
 
Location Encumbrances Land 

Building 
and 

Improvements Land 

Building 
and 

Improvements

 
 

Land  

Building 
and 

Improvements

 
 

Total 

Depreciation
Buildings &

Improvements

 
Year 

Opened

 
Date 

Acquired

Which 
Depreciation
is Computed

Birmingham, AL (1) $ 14,758 $ 2,843 $ 29,286 $ -   $ 3,566 $ 2,843 $ 32,852 $ 35,695 $ 9,861 1987  1/3/1996 15 - 40 Yrs 
Phoenix - Biltmore, AZ (1)   19,750  4,694 38,998 -   2,883 4,694 41,881 46,575 13,118 1985  1/3/1996 15 - 40 Yrs 
Phoenix – Crescent, AZ (2)   22,751  3,608 29,583   -    1,719   3,608   31,302  34,910 8,915  1986  6/30/1997 15 - 40 Yrs 
Phoenix – Tempe, AZ (1)   22,944  3,951 34,371   -    1,997  3,951   36,368  40,319 9,513  1986  5/4/1998 15 - 40 Yrs 
Anaheim – North, CA (1)   23,595  2,548 14,832   -    1,785  2,548   16,617  19,165 5,161 1987  1/3/1996 15 - 40 Yrs 
Dana Point – Doheny Beach, CA (3)   -     1,787 15,545   -    3,233   1,787   18,778  20,565 5,153 1992  2/21/1997 15 - 40 Yrs 
Indian Wells – Esmeralda Resort & Spa, CA (4)   87,500  30,948 73,507  -    718  30,948  74,225 105,173 1,855 1989  12/16/2007 15 - 40 Yrs 
Los Angeles – International Airport – South, CA (1)   -     2,660 17,997   -    1,572  2,660   19,569  22,229 6,728  1985  3/27/1996 15 - 40 Yrs 
Milpitas – Silicon Valley, CA (1)   25,417  4,021 23,677   -    3,331   4,021   27,008  31,029 8,262  1987  1/3/1996 15 - 40 Yrs 
Napa Valley, CA (1)   13,353  2,218 14,205   -    2,203   2,218  16,408  18,626 4,972  1985  5/8/1996 15 - 40 Yrs 
Oxnard - Mandalay Beach – Hotel & Resort, CA (1)   -     2,930 22,125   -    5,205   2,930   27,330  30,260 8,038  1986  5/8/1996 15 - 40 Yrs 
San Diego – On the Bay, CA (5)   -     -   68,229   -    7,469   -     75,698  75,698 22,230 1965  7/28/1998 15 - 40 Yrs 
San Francisco – Airport/Burlingame, CA (1)   -     -   39,929   -    1,952  -     41,881  41,881 13,281 1986  11/6/1995 15 - 40 Yrs 
San Francisco – Airport/South San Francisco, CA (1)   22,927  3,418 31,737   -    3,413   3,418   35,150  38,568 10,867 1988  1/3/1996 15 - 40 Yrs 
San Francisco - Fisherman’s Wharf, CA (5)   -      -   61,883   -    2,696  -     64,579  64,579 28,367 1970  7/28/1998 15 - 40 Yrs 
San Francisco –Hotel 480, CA (6)   -      8,466 73,684   (434)  20,259  8,032   93,943  101,975 20,477  1970  7/28/1998 15 - 40 Yrs 
Santa Barbara – Goleta, CA (5)   -      1,683 14,647   4  1,564  1,687   16,211  17,898 4,013  1969  7/28/1998 15 - 40 Yrs 
Santa Monica Beach – at the Pier, CA (5)   -      10,200 16,580  -    307  10,200  16,887 27,087 2,033 1967  3/11/2004 15 - 40 Yrs 
Toronto - Airport, Canada (5)   -      -   21,041   -    10,425  -     31,466  31,466 8,759  1970  7/28/1998 15 - 40 Yrs 
Toronto - Yorkdale, Canada (5)   -      1,566 13,633   391  9,734  1,957  23,367  25,324 6,878  1970  7/28/1998 15 - 40 Yrs 
Wilmington, DE (7)   9,596  1,379 12,487   -    11,063  1,379   23,550  24,929 6,131  1972  3/20/1998 15 - 40 Yrs 
Boca Raton, FL (1)   5,046  1,868 16,253   -    2,539  1,868   18,792  20,660 5,773  1989  2/28/1996 15 - 40 Yrs 
Cocoa Beach – Oceanfront, FL (5)   -     2,285 19,892   7  13,609  2,292   33,501  35,793 10,403 1960  7/28/1998 15 - 40 Yrs 
Deerfield Beach – Resort & Spa, FL (1)   28,420   4,523 29,443   68  5,501   4,591   34,944  39,535 10,170 1987  1/3/1996 15 - 40 Yrs 
Ft. Lauderdale – 17th Street, FL (1)   19,561   5,329 47,850   (163)  4,459   5,166   52,309  57,475 16,350 1986  1/3/1996 15 - 40 Yrs 
Ft. Lauderdale – Cypress Creek, FL (8)   10,954   3,009 26,177   -    2,106  3,009   28,283  31,292 7,494  1986  5/4/1998 15 - 40 Yrs 
Jacksonville – Baymeadows, FL (1)   23,590   1,130 9,608   -    7,849   1,130   17,457  18,587 5,360  1986  7/28/1994 15 - 40 Yrs 
Miami – International Airport, FL (1)   15,813   4,135 24,950   -    4,192  4,135   29,142  33,277 8,699  1983  7/28/1998 15 - 40 Yrs 
Orlando – International Airport, FL (5)   9,082  2,549 22,188   6  3,006   2,555   25,194  27,749 6,757  1984  7/28/1998 15 - 40 Yrs 
Orlando – International Drive Resort, FL (5)   -     5,108 44,460   13  10,211  5,121   54,671  59,792 15,218 1972  7/28/1998 15 - 40 Yrs 
Orlando – International Drive South/Convention,  FL (1)   22,329   1,632 13,870   -    3,015  1,632   16,885  18,517 5,708  1985  7/28/1994 15 - 40 Yrs 
Orlando (North), FL (1)   -      1,673 14,218   (18)  8,170   1,655   22,388  24,043 7,442  1985  7/28/1994 15 - 40 Yrs 
Orlando – Walt Disney World Resort, FL (3)   -      -   28,092   -    1,252  -      29,344  29,344 8,195  1987  7/28/1997 15 - 40 Yrs 
St. Petersburg – Vinoy Resort & Golf Club, FL (4) 88,768 -   100,823 -   272 -     101,095 101,095 2,280 1925 12/16/07 15 - 40 Yrs 
Tampa – Tampa Bay, FL (3) 12,950  2,142 18,639  1 2,642 2,143  21,281  23,424 6,091  1986 7/28/1997 15 - 40 Yrs 
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Atlanta – Airport, GA (1) 12,503 2,568 22,342  -   2,817 2,568  25,159  27,727 6,356  1989 5/4/1998 15 - 40 Yrs 
Atlanta – Buckhead, GA (1) 33,385 7,303 38,996  (300) 1,971 7,003  40,967  47,970 12,354 1988 10/17/1996 15 - 40 Yrs 
Atlanta – Galleria, GA (8) 15,168 5,052 28,507  -   1,860 5,052  30,367  35,419 8,647  1990 6/30/1997 15 - 40 Yrs 
Atlanta – Gateway-Atlanta Airport, GA (2) -    5,113 22,857  -   1,560 5,113  24,417  29,530 6,743  1986 6/30/1997 15 - 40 Yrs 
Chicago – Northshore/Deerfield (Northbrook), IL (1) 14,467 2,305 20,054  -   1,750 2,305  21,804  24,109 6,566  1987 6/20/1996 15 - 40 Yrs 
Chicago – Gateway – O’Hare, IL (2) 21,066 8,178 37,043  -   3,969 8,178  41,012  49,190 11,125 1994 6/30/1997 15 - 40 Yrs 
Indianapolis – North, IN (1) 12,137 5,125 13,821 -   6,529 5,125 20,350 25,475 8,963 1986 8/1/1996 15 - 40 Yrs 
Lexington – Lexington Green, KY (9)   17,721   1,955 13,604   -    490  1,955   14,094  16,049 4,481  1987  1/10/1996 15 - 40 Yrs 
Baton Rouge, LA (1)   9,488  2,350 19,092   1  1,876  2,351   20,968  23,319 6,558  1985  1/3/1996 15 - 40 Yrs 
New Orleans – Convention Center, LA (1)   28,497   3,647 31,993   -    9,967  3,647   41,960  45,607 14,504 1984  12/1/1994 15 - 40 Yrs 
New Orleans – French Quarter, LA (5)   -      -   50,732   14  8,839  14  59,571  59,585 15,577 1969  7/28/1998 15 - 40 Yrs 
Boston – at Beacon Hill, MA (5)   -     -   45,192   -    8,693  -      53,885  53,885 17,109 1968  7/28/1998 15 - 40 Yrs 
Boston – Marlborough, MA (1)   17,893   948 8,143   761  14,158  1,709   22,301  24,010 6,573  1988  6/30/1995 15 - 40 Yrs 
Baltimore – at BWI Airport, MD (1)   22,277  2,568 22,433   (2 )  3,088  2,566   25,521  28,087 7,307  1987  3/20/1997 15 - 40 Yrs 
Bloomington, MN (1)   18,350  2,038 17,731   -    2,978  2,038   20,709  22,747 5,619  1980  2/1/1997 15 - 40 Yrs 
Minneapolis – Airport, MN (1)   18,741   5,417 36,508   24  2,042  5,441   38,550  43,991 12,152 1986  11/6/1995 15 - 40 Yrs 
St Paul – Downtown, MN (1)   2,760   1,156 17,315   -    1,526  1,156   18,841  19,997 5,823  1983  11/15/1995 15 - 40 Yrs 
Charlotte – SouthPark, NC (3)   -     1,458 12,681   -    2,593  1,458   15,274  16,732 2,703 N/A  7/12/2002 15 - 40 Yrs 
Raleigh/Durham, NC (3)   17,290   2,124 18,476   -    2,131  2,124   20,607  22,731 5,739  1987  7/28/1997 15 - 40 Yrs 
Piscataway – Somerset, NJ (1)   18,092   1,755 17,563   -    2,219  1,755   19,782  21,537 6,120  1988  1/10/1996 15 - 40 Yrs 
Philadelphia – Historic District, PA (5)   -     3,164 27,535   7  9,125  3,171   36,660  39,831 10,299 1972  7/28/1998 15 - 40 Yrs 
Philadelphia – Society Hill, PA (2)   28,650   4,542 45,121   -    4,728  4,542   49,849  54,391 13,659 1986  10/1/1997 15 - 40 Yrs 
Pittsburgh – at University Center (Oakland), PA (5)   -     -   25,031   -    2,925  -     27,956  27,956 7,439  1988  11/1/1998 15 - 40 Yrs 
Charleston – Mills House, SC (5)   25,538   3,251 28,295   7  4,520  3,258   32,815  36,073 7,776  1982  7/28/1998 15 - 40 Yrs 
Myrtle Beach – Oceanfront Resort, SC (1)   -      2,940 24,988   -    4,203  2,940   29,191  32,131 8,208  1987  12/5/1996 15 - 40 Yrs 
Myrtle Beach Resort (10)   -      9,000 19,844   6  27,292  9,006   47,136  56,142 5,543  1974  7/23/2002 15 - 40 Yrs 
Nashville – Airport – Opryland Area, TN (1)   -      1,118 9,506   -    1,250  1,118   10,756  11,874 4,324  1985  7/28/1994 15 - 40 Yrs 
Nashville – Opryland – Airport (Briley Parkway), TN (5)   -      -   27,734   -    3,209  -     30,943 30,943 9,985  1981  7/28/1998 15 - 40 Yrs 
Austin, TX (3)   8,903  2,508 21,908   -    2,764  2,508   24,672 27,180 7,217  1987  3/20/1997 15 - 40 Yrs 
Corpus Christi, TX (1)   4,659   1,113 9,618   51  4,461  1,164   14,079  15,243 4,092  1984  7/19/1995 15 - 40 Yrs 
Dallas – DFW International Airport South, TX (1)   19,302   4,041 35,156   -    1,121  4,041   36,277 40,318 9,499  1985  7/28/1998 15 - 40 Yrs 
Dallas – Love Field, TX (1)   16,500   1,934 16,674   -    3,189  1,934   19,863  21,797 6,149  1986  3/29/1995 15 - 40 Yrs 
Dallas – Market Center, TX (1)   -      2,560 23,751   -    2,311  2,560   26,062  28,622 7,160  1980  6/30/1997 15 - 40 Yrs 
Dallas – Park Central, TX (11)   -      4,513 43,125   762  7,265  5,275   50,390  55,665 13,817 1983  6/30/1997 15 - 40 Yrs 
Houston - Medical Center, TX (12)   -      -   22,027   5  4,475  5   26,502  26,507 6,432  1984  7/28/1998 15 - 40 Yrs 
San Antonio - International Airport, TX (5)   23,800   3,351 29,168   (185 )  3,777  3,166   32,945  36,111 8,750  1981  7/28/1998 15 - 40 Yrs 
Burlington Hotel & Conference Center, VT (2)   17,696   3,136 27,283   (2 )  2,602  3,134   29,885  33,019 8,000  1967  12/4/1997 15 - 40 Yrs 

  $ 923,987 $ 232,534 $ 2,016,286 $ 1,024 $ 336,190 $ 233,558   $ 2,352,476  $ 2,586,034 $ 629,920     
 
 



FELCOR LODGING LIMITED PARTNERSHIP 
Schedule III – Real Estate and Accumulated Depreciation – (continued) 

as of December 31, 2008 
(in thousands) 
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(1) Embassy Suites Hotel (7) Doubletree 
(2) Sheraton (8) Sheraton Suites 
(3) Doubletree Guest Suites (9) Hilton Suites 
(4) Renaissance Resort (10) Hilton 
(5) Holiday Inn (11) Westin 
(6) Hotel 480  (12) Holiday Inn & Suites 

 
 Year Ended December 31, 
 2008 2007 2006 
Reconciliation of Land and Buildings and Improvements      

Balance at beginning of period $ 2,542,784 $ 2,262,354 $ 3,331,708 
Additions during period:      

Acquisitions  -     205,278  -    
Improvements  43,250  75,152  18,434 

Deductions during period:      
Sale of properties  -      -    (812,222) 
Hotels held for sale  -     -    (275,566) 
Balance at end of period before impairment charges  2,586,034  2,542,784  2,262,354 

Cumulative impairment charges on real estate assets owned at end of period  (101,424 )   -    -   
       

Balance at end of period $ 2,484,610   $ 2,542,784 $ 2,262,354
       
Reconciliation of Accumulated Depreciation       

Balance at beginning of period $ 567,954 $ 503,145 $ 646,484 
Additions during period:      

Depreciation for the period  61,966  64,809  51,318 
Deductions during period:      

Sale of properties  -     -    (144,686) 
Hotels held for sale  -     -    (49,971) 
      
Balance at end of period $ 629,920 $ 567,954 $ 503,145
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Item 9. Changes in and Disagreements With Accountants on Accounting and Financial Disclosure 
 
 None. 
 
Item 9A. Controls and Procedures 
  
Evaluation of Disclosure Controls and Procedures. 
 
 Under the supervision and with the participation of FelCor’s management, including its chief executive 
officer and principal financial officer, we conducted an evaluation of the effectiveness of the design and operation 
of our disclosure controls and procedures (as defined in Rule 13a-15(e) under the Securities Exchange Act of 
1934) as of the end of the period covered by this report (the “Evaluation Date”).  Based on this evaluation, our 
chief executive officer and principal financial officer concluded, as of the Evaluation Date, that our disclosure 
controls and procedures were effective, such that the information relating to us required to be disclosed in our 
reports is recorded, processed, summarized and reported within the time periods specified in SEC rules and forms, 
and is accumulated and communicated to our management, including our chief executive officer and principal 
financial officer, as appropriate to allow timely decisions regarding required disclosure. 
 
Changes in Internal Control over Financial Reporting. 

 
There have not been any changes in our internal control over financial reporting (as defined in Rule 13a-

15(f) promulgated under the Securities Exchange Act of 1934) during the fourth quarter that have materially 
affected, or are reasonably likely to materially affect, our internal control over financial reporting. 

 
Management’s Report on Internal Control over Financial Reporting. 
 
 Our management is responsible for establishing and maintaining adequate internal control over financial 
reporting.  A company’s internal control over financial reporting is a process designed to provide reasonable 
assurance regarding the reliability of financial reporting and the preparation of financial statements for external 
purposes in accordance with generally accepted accounting principles. 
 
 Our management assessed the effectiveness of our internal control over financial reporting as of 
December 31, 2008.  In making this assessment, management used the criteria set forth by the Committee of 
Sponsoring Organizations of the Treadway Commission (COSO) in Internal Control-Integrated Framework.  
Based on our assessment, we have concluded that, as of December 31, 2008, our internal control over financial 
reporting is effective, based on those criteria. 
 
 The effectiveness of our internal control over financial reporting as of December 31, 2008, has been 
audited by PricewaterhouseCoopers LLP, an independent registered public accounting firm as stated in their 
report, which appears on page 57 of this Annual Report. 
 
Item 9B.  Other Information 
 
 None. 
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PART III -- OTHER INFORMATION 

 
Item 10.   Directors, Executive Officers of the Registrant and Corporate Governance 
 
 The information called for by this Item is contained in FelCor’s definitive Proxy Statement for its 2009 
Annual Meeting of Stockholders, and is incorporated herein by reference. 
 
Item 11.   Executive Compensation 
 
  The information called for by this Item is contained in FelCor’s definitive Proxy Statement for its 2009 
Annual Meeting of Stockholders, and is incorporated herein by reference. 
 
Item 12.   Security Ownership of Certain Beneficial Owners and Management and Related Stockholder 

Matters 
 
  The information called for by this Item is contained in FelCor’s definitive Proxy Statement for its 2009 
Annual Meeting of Stockholders, or in Item 5 of this Annual Report for the year ended December 31, 2008, and 
is incorporated herein by reference. 
 
Item 13.   Certain Relationships, Related Transactions and Director Independence 
 
 The information called for by this Item is contained in FelCor’s definitive Proxy Statement for its 2009 
Annual Meeting of Stockholders, and is incorporated herein by reference. 
 
Item 14.   Principal Accountant Fees and Services 
 
 The information called for by this Item is contained in FelCor’s definitive Proxy Statement for its 2009 
Annual Meeting of Stockholders, and is incorporated herein by reference. 
 
 
 



 

103 

PART IV 
 
Item 15.   Exhibits and Financial Statement Schedules 
 
 (a) The following is a list of documents filed as a part of this report: 
 
  (1) Financial Statements. 
 

Included herein at pages 56 through 97. 
 
  (2) Financial Statement Schedules. 
 

The following financial statement schedule is included herein at pages 98 through 100. 
 

 Schedule III - Real Estate and Accumulated Depreciation for FelCor Lodging Trust Incorporated 
 
 All other schedules for which provision is made in Regulation S-X are either not required to be included 
herein under the related instructions, are inapplicable or the related information is included in the footnotes to the 
applicable financial statement and, therefore, have been omitted. 
 
 (b) Exhibits. 
 
 The following exhibits are provided pursuant to the provisions of Item 601 of Regulation S-K: 
 
The following exhibits are provided pursuant to the provisions of Item 601 of Regulation S-K: 
 
Exhibit 
Number 

  
  

  
Description of Exhibit 

   
3.1 

  

Second Amended and Restated Agreement of Limited Partnership of FelCor LP, dated as of 
December 31, 2001 (filed as Exhibit 10.1 to FelCor’s Annual Report on Form 10-K for the fiscal 
year ended December 31, 2001 (the “2001 Form 10-K”), and incorporated herein by reference.) 

      
3.1.1 

  

First Amendment to Second Amended and Restated Agreement of Limited Partnership of 
FelCor LP, dated April 1, 2002 (filed as Exhibit 10.1.1 to FelCor’s Form 8-K dated April 1, 
2002, and filed on April 4, 2002, and incorporated herein by reference). 

      
3.1.2 

  

Second Amendment to Second Amended and Restated Agreement of Limited Partnership of 
FelCor LP, dated August 31, 2002 (filed as Exhibit 10.1.2 to FelCor’s Annual Report of 
Form 10-K for the fiscal year ended December 31, 2002 (the “2002 Form 10-K”) and 
incorporated herein by reference). 

      
3.1.3 

  

Third Amendment to Second Amended and Restated Agreement of Limited Partnership of 
FelCor LP, dated October 1, 2002 (filed as Exhibit 10.1.3 to the 2002 Form 10-K and 
incorporated herein by reference). 

      
3.1.4 

  

Fourth Amendment to Second Amended and Restated Agreement of Limited Partnership of 
FelCor LP, dated as of July 1, 2003 (filed as Exhibit 10.1.4 to FelCor’s Form 10-Q for the 
quarter ended March 31, 2004, and incorporated herein by reference). 

      
3.1.5 

  

Fifth Amendment to Second Amended and Restated Agreement of Limited Partnership of 
FelCor LP, dated as of April 2, 2004 (filed as Exhibit 10.1.5 to FelCor’s Form 10-Q for the 
quarter ended March 31, 2004, and incorporated herein by reference). 

      
3.1.6 

  

Sixth Amendment to Second Amended and Restated Agreement of Limited Partnership of 
FelCor LP, dated as of August 23, 2004 (filed as Exhibit 10.1.6 to FelCor’s Form 8-K dated as 
of, and filed on, August 26, 2004, and incorporated herein by reference). 
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3.1.7 

  

Seventh Amendment to Second Amended and Restated Agreement of Limited Partnership of 
FelCor LP, dated as of April 7, 2005, which contains Addendum No. 4 to the Second Amended 
and Restated Agreement of Limited Partnership of FelCor Lodging Limited Partnership (filed as 
Exhibit 10.1.8 to FelCor’s Form 8-K, dated April 6, 2006, and filed on April 11, 2005, and 
incorporated herein by reference). 

      
3.1.8 

  

Eighth Amendment to Second Amended and Restated Agreement of Limited Partnership of 
FelCor LP, dated as of August 30, 2005 (filed as Exhibit 10.1.9 to FelCor’s Form 8-K, dated 
August 29, 2005, and filed September 2, 2005, and incorporated herein by reference). 

      
4.1 

  

Indenture, dated as of June 4, 2001, by and among FelCor LP, FelCor, the Subsidiary 
Guarantors named therein and SunTrust Bank, as Trustee (filed as Exhibit 4.9 to FelCor’s 
Form 8-K dated as of June 4, 2001, and filed June 14, 2001, and incorporated herein by 
reference). 

      
4.1.1 

  

First Supplemental Indenture, dated as of July 26, 2001, by and among FelCor LP, FelCor, the 
Subsidiary Guarantors named therein and SunTrust Bank, as Trustee (filed as Exhibit 4.4.1 to 
the Registration Statement on Form S-4 (Registration File No. 333-63092) of FelCor LP and the 
other co-registrants named therein and incorporated herein by reference). 

      
4.1.2 

  

Second Supplemental Indenture, dated October 1, 2002, by and among FelCor LP, FelCor, the 
Subsidiary Guarantors named therein and SunTrust Bank, as Trustee (filed as Exhibit 4.9.2 to 
the 2002 Form 10-K and incorporated herein by reference). 

      
4.1.3 

  

Third Supplemental Indenture, dated as of January 25, 2006, by and among FelCor LP, FelCor, 
the Subsidiary Guarantors named therein, the New Subsidiary Guarantors named therein and 
SunTrust Bank, as trustee (filed as Exhibit 4.9.3 to the 2005 Form 10-K and incorporated herein 
by reference). 

      
4.1.4 

  

Fourth Supplemental Indenture, dated as of December 31, 2006, by and among FelCor LP, 
FelCor, the Subsidiary Guarantors named therein, the New Subsidiary Guarantor named therein 
and U.S. Bank National Association, as successor to SunTrust Bank, as trustee (filed as 
Exhibit 4.8.4 to FelCor’s Annual Report on Form 10-K for the fiscal year ended December 31, 
2006 (the “2006 10-K”) and incorporated herein by reference). 

   
4.1.5 

 

Fifth Supplemental Indenture, dated as of August 16, 2007, by and among FelCor LP as issuer, 
FelCor and the other Guarantors named therein, FelCor Holdings Trust as pledgor and U.S. 
Bank National Association, as successor to SunTrust Bank, as trustee (filed as Exhibit 4.8.5 to 
FelCor’s Annual Report on Form 10-K for the fiscal year ended December 31, 2007 (the “2007 
10-K”) and incorporated herein by reference). 

      
4.2 

  

Indenture dated October 31, 2006 by and among FelCor LP, FelCor, certain subsidiary 
guarantors named therein, FelCor Holdings Trust, as pledgor, and U.S. Bank National 
Association, as trustee (filed as Exhibit 4.1 to FelCor’s Form 8-K dated October 26, 2006, and 
filed on November 1, 2006, and incorporated herein by reference). 

      
4.2.1 

  

First Supplemental Indenture, dated as of December 31, 2006, by and among FelCor LP, FelCor, 
the Subsidiary Guarantors named therein, the New Subsidiary Guarantor named therein and U.S. 
Bank National Association, as trustee (filed as Exhibit 4.9.1 to the 2006 10-K and incorporated 
herein by reference). 

   
4.2.2 

 

Second Supplemental Indenture, dated as of August 16, 2007, by and among FelCor LP as 
issuer, FelCor and the other Guarantors named therein, FelCor Holdings Trust as pledgor and 
U.S. Bank National Association, as trustee (filed as Exhibit 4.9.2 to the 2007 10-K and 
incorporated herein by reference). 
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10.1.1 

  

Form of Management Agreement between subsidiaries of FelCor, as owner, and a subsidiary of 
InterContinental Hotels, as manager, with respect to FelCor’s InterContinental Hotels branded 
hotels (included as an exhibit to the Leasehold Acquisition Agreement, which was filed as 
Exhibit 10.28 to FelCor’s Form 10-Q for the quarter ended March 31, 2001, and incorporated 
herein by reference). 

      
10.1.2 

  

Omnibus Agreement between FelCor and all its various subsidiaries, controlled entities and 
affiliates, and Six Continents Hotels, Inc. and all its various subsidiaries, controlled entities and 
affiliates, with respect to FelCor’s InterContinental Hotels branded hotels (filed as 
Exhibit 10.2.2 to the 2005 Form 10-K and incorporated herein by reference). 

      
10.2.1 

  

Form of Management Agreement between subsidiaries of FelCor, as owner, and a subsidiary of 
Hilton Hotels Corporation, as manager, with respect to FelCor’s Embassy Suites Hotels branded 
hotels, including the form of Embassy Suites Hotels License Agreement attached as an exhibit 
thereto, effective prior to July 28, 2004 (filed as Exhibit 10.5 to the 2001 Form 10-K and 
incorporated herein by reference). 

      
10.2.2 

  

Form of Management Agreement between subsidiaries of FelCor, as owner, and a subsidiary of 
Hilton Hotels Corporation, as manager, with respect to FelCor’s Embassy Suites Hotels branded 
hotels, including the form of Embassy Suites Hotels License Agreement attached as an exhibit 
thereto, effective July 28, 2004 (filed as Exhibit 10.3.2 to FelCor’s Form 10-K for the fiscal year 
ended December 31, 2004 (the “2004 Form 10-K”) and incorporated herein by reference). 

      
10.3 

  

Form of Management Agreement between subsidiaries of FelCor, as owner, and a subsidiary of 
Hilton Hotels Corporation, as manager, with respect to FelCor’s Doubletree and Doubletree 
Guest Suites branded hotels (filed as Exhibit 10.6 to the 2001 Form 10-K and incorporated 
herein by reference). 

      
10.4 

  

Form of Management Agreement between subsidiaries of FelCor, as owner, and a subsidiary of 
Starwood Hotels & Resorts, Inc., as manager, with respect to FelCor’s Sheraton and Westin 
branded hotels (filed as Exhibit 10.7 to the 2001 Form 10-K and incorporated herein by 
reference). 

      
10.5 

  

Executive Employment Agreement, dated effective as of February 1, 2006, between FelCor and 
Thomas J. Corcoran, Jr. (filed as Exhibit 10.36 to FelCor’s Form 8-K, dated February 7, 2006, 
and filed on February 13, 2006 and incorporated herein by reference). 

      
10.6 

  

Executive Employment Agreement dated October 19, 2007, between the Company and Richard 
A. Smith (filed as Exhibit 10.1 to FelCor’s Form 10-Q for the quarter ended September 30, 
2007, and incorporated herein by reference). 

     
10.7 

  

Form of 2007 Change in Control and Severance Agreement between the Company and each of 
Rick Smith, Andy Welch, Mike DeNicola, Troy Pentecost, Jon Yellen and Tom Corcoran (filed 
as Exhibit 10.1 to FelCor’s current report on Form 8-K dated October 23, 2007, and filed on 
October 26, 2007, and incorporated herein by reference). 

      
10.8 

  
Savings and Investment Plan of FelCor (filed as Exhibit 10.10 to the 2001 Form 10-K and 
incorporated herein by reference). 

      
10.9 

  
Non-Qualified Deferred Compensation Plan, as amended and restated effective January 1, 2005 
(filed as Exhibit 10.11 to the 2006 10-K and incorporated herein by reference). 

      
10.10 

  
1998 Restricted Stock and Stock Option Plan (filed as Exhibit 4.2 to FelCor’s Registration 
Statement on Form S-8 (Registration File No. 333-66041) and incorporated herein by reference).

      
10.11 

  
2001 Restricted Stock and Stock Option Plan of FelCor (filed as Exhibit 10.14 to the 2002 
Form 10-K and incorporated herein by reference). 



 

106 

      
10.12 

  
Form of Nonstatutory Stock Option Contract under Restricted Stock and Stock Option Plans of 
FelCor (filed as Exhibit 10.16 to the 2004 Form 10-K and incorporated herein by reference). 

      
10.13 

  
Form of Employee Stock Grant Contract under Restricted Stock and Stock Option Plans of 
FelCor (filed as Exhibit 10.17 to the 2004 Form 10-K and incorporated herein by reference). 

      
10.14 

  

FelCor Lodging Trust Incorporated 2005 Restricted Stock and Stock Option Plan as amended 
(filed as Exhibit 4.4 to FelCor’s Registration Statement on Form S-8 (Registration File No. 333-
151066) and incorporated herein by reference). 

      
10.15 

  

Form of Employee Stock Grant Contract under Restricted Stock and Stock Option Plans of 
FelCor applicable to grants in 2005 and thereafter (filed as Exhibit 10.33 to FelCor’s Form 8-K 
dated April 26, 2005, and filed on May 2, 2005, and incorporated herein by reference). 

      
10.16 

  
Summary of Annual Compensation Program for Directors of FelCor (filed as Exhibit 10.18 to 
the 2004 Form 10-K and incorporated herein by reference). 

      
10.17 

  

Summary of 2007 Performance Criteria for Annual Incentive Bonus Award Program (filed as 
Exhibit 99.1 to FelCor’s Form 8-K, dated February 27, 2007, and filed on March 5, 2007 and 
incorporated herein by reference). 

      
10.18.1 

  

Form of Mortgage, Security Agreement and Fixture Filing by and between FelCor/CSS 
Holdings, L.P., as Mortgagor, and The Prudential Insurance Company of America, as Mortgagee 
(filed as Exhibit 10.23 to the March 1999 10-Q and incorporated herein by reference). 

      
10.18.2 

  

Promissory Note, dated April 1, 1999, in the original principal amount of $100,000,000, made 
by FelCor/CSS Holdings, Ltd., payable to the order of The Prudential Insurance Company of 
America (filed as Exhibit 10.23.1 to FelCor’s Form 10-Q for the quarter ended June 30, 1999 
(the “June 1999 10-Q”) and incorporated herein by reference). 

      
10.19.1 

  

Form Deed of Trust and Security Agreement and Fixture Filing with Assignment of Leases and 
Rents, each dated as of April 20, 2000, from FelCor/MM S-7 Holdings, L.P., as Mortgagor, in 
favor of Massachusetts Mutual Life Insurance Company and Teachers Insurance and Annuity 
Association of America, as Mortgagee, each covering a separate hotel and securing one of the 
separate Promissory Notes described in Exhibit 10.22.3 (filed as Exhibit 10.24 to FelCor’s 
Form 10-Q for the quarter ended June 30, 2000 (the “June 2000 10-Q”) and incorporated herein 
by reference). 

      
10.19.2 

  

Form of Accommodation Cross-Collateralization Mortgage and Security Agreement, each dated 
as of April 20, 2000, executed by FelCor/MM S-7 Holdings, L.P., in favor of Massachusetts 
Mutual Life Insurance Company and Teachers Insurance and Annuity Association of America 
(filed as Exhibit 10.24.1 to the June 2000 10-Q and incorporated herein by reference). 

      
10.19.3 

  

Form of fourteen separate Promissory Notes, each dated April 20, 2000, each made by 
FelCor/MM S-7 Holdings, L.P., each separately payable to the order of Massachusetts Mutual 
Life Insurance Company and Teachers Insurance and Annuity Association of America, 
respectively, in the respective original principal amounts of $13,500,000 (Phoenix (Crescent), 
Arizona), $13,500,000 (Phoenix (Crescent), Arizona), $6,500,000 (Cypress Creek/Ft. 
Lauderdale, Florida), $6,500,000 (Cypress Creek/Ft. Lauderdale, Florida), $9,000,000 (Atlanta 
Galleria, Georgia), $9,000,000 (Atlanta Galleria, Georgia), $12,500,000 (Chicago O’Hare 
Airport, Illinois), $12,500,000 (Chicago O’Hare Airport, Illinois), $3,500,000 (Lexington, 
Kentucky), $3,500,000 (Lexington, Kentucky), $17,000,000 (Philadelphia Society Hill, 
Philadelphia), $17,000,000 (Philadelphia Society Hill, Philadelphia), $10,500,000 (South 
Burlington, Vermont) and $10,500,000 (South Burlington, Vermont) (filed as Exhibit 10.24.2 to 
the June 2000 10-Q and incorporated herein by reference). 
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10.20.1 

  

Form Deed of Trust and Security Agreement, each dated as of May 2, 2000, from each of 
FelCor/CMB Buckhead Hotel, L.L.C., FelCor/CMB Marlborough Hotel, L.L.C., FelCor/CMB 
Deerfield Hotel, L.L.C., FelCor/CMB Corpus Holdings, L.P., FelCor/CMB Orsouth Holdings, 
L.P., FelCor/CMB New Orleans Hotel, L.L.C., FelCor/CMB Piscataway Hotel, L.L.C., and 
FelCor/CMB SSF Holdings, L.P., each as Borrower, in favor of The Chase Manhattan Bank, as 
Beneficiary, each covering a separate hotel and securing one of the separate Promissory Notes 
described in Exhibit 10.23.2 (filed as Exhibit 10.25 to the June 2000 10-Q and incorporated 
herein by reference). 

      
10.20.2 

  

Form of eight separate Promissory Notes, each dated May 2, 2000, made by FelCor/CMB 
Buckhead Hotel, L.L.C., FelCor/CMB Marlborough Hotel, L.L.C., FelCor/CMB Deerfield 
Hotel, L.L.C., FelCor/CMB Corpus Holdings, L.P., FelCor/CMB Orsouth Holdings, L.P., 
FelCor/CMB New Orleans Hotel, L.L.C., FelCor/CMB Piscataway Hotel, L.L.C. and 
FelCor/CMB SSF Holdings, L.P., each separately payable to the order of The Chase Manhattan 
Bank in the respective original principal amounts of $38,250,000 (Atlanta Buckhead, Georgia), 
$20,500,000 (Boston Marlborough, Massachusetts), $16,575,000 (Chicago Deerfield, Illinois), 
$5,338,000 (Corpus Christi, Texas), $25,583,000 (Orlando South, Florida), $32,650,000 (New 
Orleans, Louisiana), $20,728,000 (Piscataway, New Jersey) and $26,268,000 (South San 
Francisco, California) (filed as Exhibit 10.25.1 to the June 2000 10-Q and incorporated herein 
by reference). 

      
10.21.1 

  

Form of Loan Agreement, each dated either May 26, 2004, June 10, 2004 or July 19, 2004, 
between JPMorgan Chase Bank, as lender, and each of FelCor/JPM Boca Raton Hotel, L.L.C., 
FelCor/JPM Phoenix Hotel, L.L.C., FelCor/JPM Wilmington Hotel, L.L.C., FelCor/JPM Atlanta 
ES Hotel, L.L.C., FelCor/JPM Austin Holdings, L.P., FelCor/JPM Orlando Hotel, L.L.C., and 
FelCor/JPM BWI Hotel, L.L.C. and FCH/DT BWI Hotel, L.L.C., as borrowers, and 
acknowledged and agreed by FelCor LP (filed as Exhibit 10.34 to FelCor’s Form 10-Q for the 
quarter ended June 30, 2004, and incorporated herein by reference). 

      
10.21.2 

  

Form of Mortgage, Renewal Mortgage, Deed of Trust, Deed to Secure Debt, Indemnity Deed of 
Trust and Assignment of Leases and Rents, Security Agreement and Fixture Filing, each dated 
either May 26, 2004, June 10, 2004 or July 19, 2004, from FelCor/JPM Wilmington Hotel, 
L.L.C., DJONT/JPM Wilmington Leasing, L.L.C., FelCor/JPM Phoenix Hotel, L.L.C., 
DJONT/JPM Phoenix Leasing, L.L.C., FelCor/JPM Boca Raton Hotel, L.L.C., DJONT/JPM 
Boca Raton Leasing, L.L.C., FelCor/JPM Atlanta ES Hotel, L.L.C., DJONT/JPM Atlanta ES 
Leasing, L.L.C., FelCor/JPM Austin Holdings, L.P., DJONT/JPM Austin Leasing, L.P., 
FelCor/JPM Orlando Hotel, L.L.C., DJONT/JPM Orlando Leasing, L.L.C., FCH/DT BWI 
Holdings, L.P., FCH/DT BWI Hotel, L.L.C. and DJONT/JPM BWI Leasing, L.L.C., to, and for 
the benefit of, JPMorgan Chase Bank, as mortgagee or beneficiary (filed as Exhibit 10.34.1 to 
FelCor’s Form 10-Q for the quarter ended June 30, 2004, and incorporated herein by reference).

      
10.21.3 

  

Form of seven separate Promissory Notes, each dated either May 26, 2004, June 10, 2004 or 
July 19, 2004, made by FelCor/JPM Wilmington Hotel, L.L.C., FelCor/JPM Phoenix Hotel, 
L.L.C., FelCor/JPM Boca Raton Hotel, L.L.C., FelCor/JPM Atlanta ES Hotel, L.L.C., 
FelCor/JPM Austin Holdings, L.P., FelCor/JPM Orlando Hotel, L.L.C., and FelCor/JPM BWI 
Hotel, L.L.C., each separately payable to the order of JPMorgan Chase Bank in the respective 
original principal amounts of $11,000,000 (Wilmington, Delaware), $21,368,000 (Phoenix, 
Arizona), $5,500,000 (Boca Raton, Florida), $13,500,000 (Atlanta, Georgia), $9,616,000 
(Austin, Texas), $9,798,000 (Orlando, Florida), and $24,120,000 (Linthicum, Maryland) (filed 
as Exhibit 10.34.2 to FelCor’s Form 10-Q for the quarter ended June 30, 2004, and incorporated 
herein by reference). 

      
10.21.4 

  

Form of Guaranty of Recourse Obligations of Borrower, each dated either May 26, 2004, 
June 10, 2004 or July 19, 2004, made by FelCor LP in favor of JPMorgan Chase Bank (filed as 
Exhibit 10.34.3 to FelCor’s Form 10-Q for the quarter ended June 30, 2004, and incorporated 
herein by reference). 

      



 

108 

10.22.1 

  

Amended and Restated Credit Agreement, dated as of August 16, 2007, by and among FelCor, 
FelCor LP, the lenders party thereto and JPMorgan Chase Bank, N.A., as administrative agent, 
Citicorp North America, Inc. as syndication agent, with J.P. Morgan Securities, Inc. and 
Citigroup Global Markets Inc. as joint book runners and joint lead arrangers (filed as Exhibit 
10.1 to FelCor’s current report on Form 8-K dated August 16, 2007 and filed on August 21, 
2007 (the “August 21 Form 8-K”) and incorporated herein by reference). 

      
10.22.2 

  

Amended and Restated Subsidiary Guaranty, dated as of August 16, 2007, made by FelCor/CSS 
Holdings, L.P., FelCor Hotel Asset Company, L.L.C., FelCor Pennsylvania Company, L.L.C., 
FelCor Lodging Holding Company, L.L.C., FelCor Canada Co., FelCor Omaha Hotel Company, 
L.L.C., FelCor TRS Holdings, L.L.C., Myrtle Beach Hotels, L.L.C., FelCor TRS 
Borrower I, L.P., FelCor TRS Borrower 4, L.L.C. and FelCor/St. Paul Holdings, L.P. in favor of 
JPMorgan Chase Bank, N.A., as administrative agent (filed as Exhibit 10.2 to the August 21 
Form 8-K and incorporated herein by reference). 

     
10.23.1 

  

Pledge Agreement dated October 31, 2006 by FelCor Holdings Trust in favor of JPMorgan 
Chase Bank, N.A., as Collateral Agent (filed as Exhibit 10.1 to FelCor’s Form 8-K dated 
October 26, 2006, and filed on November 1, 2006, and incorporated herein by reference). 

     
10.23.2 

  

Collateral Agency Agreement dated October 31, 2006 by and among FelCor, FelCor LP, 
JPMorgan Chase Bank, N.A., as Collateral Agent and/or Administrative Agent, FelCor Holdings 
Trust and U.S. Bank National Association, as trustee under several indentures (filed as Exhibit 
10.2 to FelCor’s Form 8-K dated October 26, 2006, and filed on November 1, 2006, and 
incorporated herein by reference). 

     
10.23.4 

  

Reaffirmation of Pledge Agreement dated August 16, 2007 by FelCor Holdings Trust in favor of 
JPMorgan Chase Bank, N.A., as collateral agent (filed as Exhibit 10.3 to the August 21 Form 8-
K and incorporated herein by reference). 

     
10.23.5 

  

Reaffirmation of Collateral Agency Agreement dated August 16, 2007 by and among FelCor 
Lodging Trust Incorporated, FelCor Lodging Limited Partnership, JPMorgan Chase Bank, N.A., 
as collateral agent and/or administrative agent, FelCor Holdings Trust and U.S. Bank National 
Association, as trustee under the indentures (filed as Exhibit 10.4 to the August 21 Form 8-K 
and incorporated herein by reference). 

     
10.24 

  

Registration Rights Agreement dated October 31, 2006 by and among FelCor, FelCor LP, 
Merrill Lynch & Co. and Merrill Lynch, Pierce, Fenner & Smith Incorporated (filed as 
Exhibit 4.4 to FelCor’s Form 8-K dated October 26, 2006, and filed on November 1, 2006, and 
incorporated herein by reference). 

      
10.25 

  
Form of Indemnification Agreement (filed as Exhibit 10.1 to FelCor’s Form 8-K dated 
November 9, 2006, and filed on November 13, 2006, and incorporated herein by reference). 

      
10.26.1 

  

Loan Agreement, dated as of November 10, 2006, by and among FelCor/JPM Hotels, L.L.C. 
and DJONT/JPM Leasing, L.L.C., as borrowers, and Bank of America, N.A., as lender, relating 
to a $250 million loan from lender to borrower (filed as Exhibit 10.35.1 to the 2006 10-K and 
incorporated herein by reference). 

      
10.26.1.1 

  

First Amendment to Loan Agreement and Other Loan Documents, dated as of January 31, 2007, 
by and among FelCor/JPM Hotels, L.L.C. and DJONT/JPM Leasing, L.L.C., as borrowers, and 
Bank of America, N.A., as lender (filed as Exhibit 10.35.1.1 to the 2006 10-K and incorporated 
herein by reference). 

      
10.26.2 

  

Form of Mortgage, Deed of Trust and Security Agreement, each dated as of November 10, 
2006, from FelCor/JPM Hotels, L.L.C. and DJONT/JPM Leasing, L.L.C., as borrowers, in favor 
of Bank of America, N.A., as lender, each covering a separate hotel and securing the Mortgage 
Loan (filed as Exhibit 10.35.2 to the 2006 10-K and incorporated herein by reference). 
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10.26.3 

  

Form of Amended and Restated Promissory Note, each dated as of January 31, 2007, made by 
FelCor/JPM Hotels, L.L.C. and DJONT/JPM Leasing, L.L.C. payable to the order of either 
Bank of America, N.A. or JPMorgan Chase Bank, N.A., as lender, in the original aggregate 
principal amount of $250 million (filed as Exhibit 10.35.3 to the 2006 10-K and incorporated 
herein by reference). 

      
10.26.4 

  

Guaranty of Recourse Obligations of Borrower, dated as of November 10, 2006, made by 
FelCor LP in favor of Bank of America, N.A. (filed as Exhibit 10.35.4 to the 2006 10-K and 
incorporated herein by reference). 

      
10.27.1 

 

Assumption Agreement dated December 14, 2007 by Greenwich Capital Financial Products, 
Inc., WSRH Indian Wells, L.L.C., FelCor Esmeralda (SPE), L.L.C. and FelCor Esmeralda 
Leasing (SPE), L.L.C. (filed as Exhibit 10.28.1 to the 2007 10-K and incorporated herein by 
reference). 

   
10.27.2 

 

Amended and Restated Loan Agreement dated December 14, 2007 between FelCor Esmeralda 
(SPE), L.L.C. and FelCor Esmeralda Leasing (SPE), L.L.C., as borrowers, and Greenwich 
Financial Products, Inc., as lender (filed as Exhibit 10.28.2 to the 2007 10-K and incorporated 
herein by reference). 

   
10.27.3 

 

Amended and Restated Promissory Note dated December 14, 2007, in the amount of 
$87,975,000, made by FelCor Esmeralda (SPE), L.L.C. and FelCor Esmeralda Leasing (SPE), 
L.L.C., as borrower, in favor of Greenwich Capital Financial Products, Inc., as lender (filed as 
Exhibit 10.28.3 to the 2007 10-K and incorporated herein by reference). 

   
10.27.4 

 

Amended and Restated Deed of Trust, Security Agreement and Fixture Filing dated 
December 14 2007 by FelCor Esmeralda (SPE), L.L.C. and FelCor Esmeralda Leasing (SPE), 
L.L.C., as trustors, to First American Title Insurance Company, as trustee, and Greenwich 
Capital Financial Products, Inc., as lender (filed as Exhibit 10.28.4 to the 2007 10-K and 
incorporated herein by reference). 

   
10.28.1 

 

Assumption Agreement dated December 14, 2007 by Greenwich Capital Financial Products, 
Inc., WSRH VSP, L.P., FelCor St. Pete (SPE), L.L.C. and FelCor St. Pete Leasing (SPE), L.L.C. 
(filed as Exhibit 10.29.1 to the 2007 10-K and incorporated herein by reference). 

   
10.28.2 

 

Second Amended and Restated Loan Agreement dated December 14, 2007 between FelCor St. 
Pete (SPE), L.L.C. and FelCor St. Pete Leasing (SPE), L.L.C., as borrowers, and Greenwich 
Financial Products, Inc., as lender (filed as Exhibit 10.29.2 to the 2007 10-K and incorporated 
herein by reference). 

   
10.28.3 

 

Second Amended and Restated Promissory Note dated December 14, 2007, in the amount of 
$89,250,000, made by FelCor St. Pete (SPE), L.L.C. and FelCor St. Pete Leasing (SPE), L.L.C., 
as borrower, in favor of Greenwich Capital Financial Products, Inc., as lender (filed as Exhibit 
10.29.3 to the 2007 10-K and incorporated herein by reference). 

   
10.28.4 

 

Second Amended and Restated Leasehold Mortgage, Security Agreement and Fixture Filing 
dated December 14, 2007 by FelCor St. Pete (SPE), L.L.C. and FelCor St. Pete Leasing (SPE), 
L.L.C., as borrower, and Greenwich Capital Financial Products, Inc., as lender (filed as Exhibit 
10.29.4 to the 2007 10-K and incorporated herein by reference). 

   
21*   List of Subsidiaries of FelCor LP. 
      
31.1* 

  
Certification of the Chief Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act 
of 2002. 
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31.2* 
  

Certification of the Chief Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act 
of 2002. 

      
32.1* 

  
Certification of the Chief Executive Officer pursuant to Section 906 of the Sarbanes-Oxley Act 
of 2002 (18 U.S.C. 1350). 

      
32.2* 

  
Certification of the Chief Financial Officer pursuant to Section 906 of the Sarbanes-Oxley Act 
of 2002 (18 U.S.C. 1350). 

 
---------------------- 
*Filed herewith 
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SIGNATURES 
 

 Pursuant to the requirements of Section 13 or 15 (d) of the Securities Exchange Act of 1934, the 
registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized. 
 

 FELCOR LODGING LIMITED PARTNERSHIP  
 a Delaware Limited Partnership 

 By: FelCor Lodging Trust Incorporated 
 Its General Partner 

 By: /s/ Jonathan H. Yellen 
  Jonathan H. Yellen 
  Executive Vice President 
Date: February 27, 2009 

 
 Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below 
by the following persons on behalf of the registrant and in the capacities and on the dates indicated. 
 

Date Signature 

February 27, 2009 /s/ Richard A. Smith 

 
Richard A. Smith 

President and Director (Chief Executive Officer) 

February 27, 2009 /s/ Andrew J. Welch 

 

Andrew J. Welch 
Executive Vice President and Chief Financial Officer 

(Principal Financial Officer) 

February 27, 2009 /s/ Lester C. Johnson 

 
Lester C. Johnson 

Senior Vice President and Chief Accounting Officer 
(Principal Accounting Officer) 

February 27, 2009 /s/ Thomas J. Corcoran, Jr. 

 
Thomas J. Corcoran, Jr. 

Chairman of the Board and Director 

February 27, 2009 /s/ Melinda J. Bush 
 Melinda J. Bush, Director 

February 27, 2009 /s/ Robert F. Cotter 
Robert F. Cotter, Director 

February 27, 2009 /s/ Richard S. Ellwood 
 Richard S. Ellwood, Director 

February 27, 2009 /s/ Thomas C. Hendrick 
Thomas C. Hendrick, Director 

February 27, 2009 /s/ Charles A. Ledsinger, Jr. 
 

Charles A. Ledsinger, Jr., Director 

February 27, 2009 /s/ Robert H. Lutz, Jr.  
 Robert H. Lutz, Jr., Director 

February 27, 2009 /s/ Robert A. Mathewson 
 Robert A. Mathewson, Director 

February 27, 2009 /s/ Mark D. Rozells 
 Mark D. Rozells, Director 

 



EXHIBIT 21 
LIST OF THE SUBSIDIARIES OF FELCOR LODGING LIMITED PARTNERSHIP  

(as of December 31, 2008 
 

    Name  State and Form of Organization 
1. 

  
BHR Canada Tenant Company 

 
Nova Scotia, Canada – Unlimited Liability 
Company

        
2.   BHR Lodging Tenant Company  Delaware – Corporation 
        

3.   BHR Operations, L.L.C.  Delaware – Limited Liability Company
        

4.   Brighton at Kingston Plantation, L.L.C.  Delaware – Limited Liability Company
        

5.   DJONT Leasing, L.L.C.  Delaware – Limited Liability Company
        

6.   DJONT Operations, L.L.C.  Delaware – Limited Liability Company
        

7.   DJONT/Charlotte Leasing, L.L.C.  Delaware – Limited Liability Company
        

8.   DJONT/CMB Buckhead Leasing, L.L.C.  Delaware – Limited Liability Company
        

9.   DJONT/CMB Corpus Leasing, L.L.C.  Delaware – Limited Liability Company
        

10.   DJONT/CMB Deerfield Leasing, L.L.C.  Delaware – Limited Liability Company
        

11.   DJONT/CMB FCOAM, L.L.C.  Delaware – Limited Liability Company
        

12.   DJONT/CMB New Orleans Leasing, L.L.C.  Delaware – Limited Liability Company
        

13.   DJONT/CMB Orsouth Leasing, L.L.C.  Delaware – Limited Liability Company
        

14.   DJONT/CMB Piscataway Leasing, L.L.C.  Delaware – Limited Liability Company
        

15.   DJONT/CMB SSF Leasing, L.L.C.  Delaware – Limited Liability Company
        

16.   DJONT/EPT Leasing, L.L.C.  Delaware – Limited Liability Company
        

17. 
  

DJONT/EPT Manager, Inc. (f/k/a DJONT/Promus 
Manager, Inc.)  

Delaware – Corporation 

        
18.   DJONT/Indianapolis Leasing, L.L.C.  Delaware – Limited Liability Company

        
19.   DJONT/JPM Atlanta ES Leasing, L.L.C.  Delaware – Limited Liability Company

        
20.   DJONT/JPM Austin Leasing, L.P.  Delaware – Limited Partnership 

        
21.   DJONT/JPM Austin Tenant Co., L.L.C.  Delaware – Limited Liability Company

        
22.   DJONT/JPM Boca Raton Leasing, L.L.C.  Delaware – Limited Liability Company

        
23.   DJONT/JPM BWI Leasing, L.L.C.  Delaware – Limited Liability Company

        
24.   DJONT/JPM Leasing, L.L.C.  Delaware – Limited Liability Company



    Name  State and Form of Organization 
25.   DJONT/JPM Orlando Leasing, L.L.C.  Delaware – Limited Liability Company

        
26.   DJONT/JPM Phoenix Leasing, L.L.C.  Delaware – Limited Liability Company

        
27.   DJONT/JPM Wilmington Leasing, L.L.C.  Delaware – Limited Liability Company

        
28.   E.S. Charlotte Limited Partnership  Delaware – Limited Partnership 

        
29.   E.S. North, an Indiana Limited Partnership  Indiana – Limited Partnership 

        
30.   EPT Atlanta-Perimeter Center Limited Partnership  Delaware – Limited Partnership 

        
31.   EPT Austin Limited Partnership  Delaware – Limited Partnership 

        
32.   EPT Kansas City Limited Partnership  Delaware – Limited Partnership 

        
33.   EPT Meadowlands Limited Partnership  Delaware – Limited Partnership 

        
34.   EPT Raleigh Limited Partnership  Delaware – Limited Partnership 

        
35. 

  
FCH/DT BWI Holdings, L.P. (f/k/a B.D. Eastrich BWI 
No. 1 Limited Partnership)  

Delaware – Limited Partnership 

        
36.   FCH/DT BWI Hotel, L.L.C.  Delaware – Limited Liability Company

        
37.   FCH/DT Holdings, L.P.  Delaware – Limited Partnership 

        
38.   FCH/DT Hotels, L.L.C.  Delaware – Limited Liability Company

        
39.   FCH/HHC Hotels, L.L.C.  Delaware – Limited Liability Company

        
40.   FCH/HHC Leasing, L.L.C.  Delaware – Limited Liability Company

        
41.   FCH/IHC Hotels, L.P.  Delaware – Limited Partnership 

        
42.   FCH/IHC Leasing, L.P.  Delaware – Limited Partnership 

        
43. 

  

FCH/JVEIGHT Leasing, L.L.C. (f/k/a FCH/Interstate 
Leasing, L.L.C. and FCH/Deerfield Development Co., 
L.L.C.)  

Delaware – Limited Liability Company

        
44.   FCH/PSH, L.P. (f/k/a Rouse & Associates-SHS)  Pennsylvania – Limited Partnership 

        
45.   FCH/SH Leasing, L.L.C.  Delaware – Limited Liability Company

        
46.   FCH/SH Leasing II, L.L.C.  Delaware – Limited Liability Company

     
47.  FelCor Burlington Land, L.L.C.  Delaware – Limited Liability Company 

        
48. 

  
FelCor Canada Co. 

 
Nova Scotia, Canada – Unlimited Liability 
Company

        
49.   FelCor Canada Holding GP, L.L.C.  Delaware – Limited Liability Company

        
50.   FelCor Canada Holding, L.P.  Delaware – Limited Partnership 



    Name  State and Form of Organization 
51.   FelCor Chat-Lem, L.L.C.  Delaware – Limited Liability Company

        
52.   FelCor Eight Hotels, L.L.C.  Delaware – Limited Liability Company

        
53.  FelCor Esmeralda (SPE), L.L.C.  Delaware – Limited Liability Company

     
54.  FelCor Esmeralda Leasing (SPE), L.L.C.  Delaware – Limited Liability Company

     
55.   FelCor Hotel Asset Company, L.L.C.  Delaware – Limited Liability Company

        
56.   FelCor Hotel Operating Company, L.L.C.  Delaware – Limited Liability Company

        
57.   FelCor Lodging Holding Company, L.L.C.  Delaware – Limited Liability Company

        
58.   FelCor Napa Development, L.L.C.  Delaware – Limited Liability Company

        
59.   FelCor Omaha Hotel Company, L.L.C.  Delaware – Limited Liability Company

        
60.   FelCor Pennsylvania Company, L.L.C.  Delaware – Limited Liability Company

        
61.  FelCor St. Pete (SPE), L.L.C.  Delaware – Limited Liability Company

     
62.  FelCor St. Pete Leasing (SPE), L.L.C.  Delaware – Limited Liability Company

     
63.   FelCor TRS Borrower 1, L.P.  Delaware – Limited Partnership 

        
64.   FelCor TRS Borrower GP 1, L.L.C.  Delaware – Limited Liability Company

        
65.   FelCor TRS Borrower 4, L.L.C.  Delaware – Limited Liability Company

        
66.   FelCor TRS Guarantor, L.P.  Delaware – Limited Partnership 

        
67.   FelCor TRS Guarantor GP, L.L.C.  Delaware – Limited Liability Company

        
68.   FelCor TRS Holdings, L.L.C.  Delaware – Limited Liability Company

        
69.   FelCor/Charlotte Hotel, L.L.C.  Delaware – Limited Liability Company

        
70.   FelCor/CMB Buckhead Hotel, L.L.C.  Delaware – Limited Liability Company

        
71.   FelCor/CMB Corpus Holdings, L.P.  Delaware – Limited Partnership 

        
72.   FelCor/CMB Corpus Hotel, L.L.C.  Delaware – Limited Liability Company

        
73.   FelCor/CMB Deerfield Hotel, L.L.C.  Delaware – Limited Liability Company

        
74.   FelCor/CMB Marlborough Hotel, L.L.C.  Delaware – Limited Liability Company

        
75.   FelCor/CMB New Orleans Hotel, L.L.C.  Delaware – Limited Liability Company

        
76.   FelCor/CMB Orsouth Holdings, L.P.  Delaware – Limited Partnership 

        
77.   FelCor/CMB Orsouth Hotel, L.L.C.  Delaware – Limited Liability Company

        
78.   FelCor/CMB Piscataway Hotel, L.L.C.  Delaware – Limited Liability Company



    Name  State and Form of Organization 
79.   FelCor/CMB SSF Holdings, L.P.  Delaware – Limited Partnership 

        
80.   FelCor/CMB SSF Hotel, L.L.C.  Delaware – Limited Liability Company

        
81.   FelCor/CSS Holdings, L.P.  Delaware – Limited Partnership 

        
82.   FelCor/CSS Hotels, L.L.C.  Delaware – Limited Liability Company

        
83.   FelCor/Indianapolis Hotel, L.L.C.  Delaware – Limited Liability Company

        
84.   FelCor/Iowa-New Orleans Chat-Lem Hotel, L.L.C.  Delaware – Limited Liability Company

        
85.   FelCor/JPM Atlanta ES Hotel, L.L.C.  Delaware – Limited Liability Company

        
86.   FelCor/JPM Austin Holdings, L.P.  Delaware – Limited Partnership 

        
87.   FelCor/JPM Austin Hotel, L.L.C.  Delaware – Limited Liability Company

        
88.   FelCor/JPM Boca Raton Hotel, L.L.C.  Delaware – Limited Liability Company

        
89.   FelCor/JPM BWI Hotel, L.L.C.  Delaware – Limited Liability Company

        
90.   FelCor/JPM Hotels, L.L.C.  Delaware – Limited Liability Company

        
91.   FelCor/JPM Orlando Hotel, L.L.C.  Delaware – Limited Liability Company

        
92.   FelCor/JPM Phoenix Hotel, L.L.C.  Delaware – Limited Liability Company

        
93.   FelCor/JPM Wilmington Hotel, L.L.C.  Delaware – Limited Liability Company

        
94.   FelCor/LAX Holdings, L.P.  Delaware – Limited Partnership 

        
95.   FelCor/LAX Hotels, L.L.C.  Delaware – Limited Liability Company

        
96.   FelCor/MM S-7 Holdings, L.P.  Delaware – Limited Partnership 

        
97.   FelCor/MM S-7 Hotels, L.L.C.  Delaware – Limited Liability Company

        
98.   FelCor/New Orleans Annex, L.L.C.  Delaware – Limited Liability Company

        
99.   FelCor/St. Paul Holdings, L.P.  Delaware – Limited Partnership 

        
100.   FelCor/Tysons Corner Hotel Company, L.L.C.  Delaware – Limited Liability Company

        
101.   Grande Palms, L.L.C.  Delaware – Limited Liability Company

        
102.   HI Chat-Lem/Iowa-New Orleans Joint Venture  Louisiana – General Partnership 

        
103.   Kingston Plantation Development Corp.  Delaware – Corporation 

        
104. 

  
Los Angeles International Airport Hotel 
Associates, a Texas Limited Partnership  

Texas – Limited Partnership 

        
105.   Lovefield Beverage Corporation  Texas – Corporation 

       



    Name  State and Form of Organization 
106.   Margate Towers at Kingston Plantation, L.L.C.  Delaware – Limited Liability Company

        
107.   MHV Joint Venture  Texas – General Partnership 

        
108.  Myrtle Beach Hotels, L.L.C.  Delaware – Limited Liability Company

      
109.   Napa Creek Residential, L.L.C.  Delaware – Limited Liability Company 

       
110.   Park Central Joint Venture  Texas – General Partnership 

        
111.   Promus/FCH Condominium Company, L.L.C.  Delaware – Limited Liability Company

        
112.   Promus/FCH Development Company, L.L.C.  Delaware – Limited Liability Company

        
113.   Promus/FelCor Hotels, L.L.C.  Delaware – Limited Liability Company

        
114.   Promus/FelCor Lombard Venture  Illinois – General Partnership 

       
115.  Promus/FelCor Manager, Inc.  Delaware – Corporation 
       
116.   Promus/FelCor Parsippany Venture  New Jersey – General Partnership 

        
117.   Promus/FelCor San Antonio Venture  Texas – General Partnership 

        
118.   Royale Palms Rental, L.L.C.  Delaware – Limited Liability Company

       
119.   Tysons Corner Hotel Company, L.L.C.  Delaware – Limited Liability Company

 



Exhibit 31.1 

Certification Pursuant to Section 302 of Sarbanes-Oxley Act of 2002 
 

I, Richard A. Smith, certify that: 
 
1. I have reviewed this annual report on Form 10-K of FelCor Lodging Limited Partnership; 
 
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a 

material fact necessary to make the statements made, in light of the circumstances under which such statements 
were made, not misleading with respect to the period covered by this report;  

 
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly 

present in all material respects the financial condition, results of operations and cash flows of the registrant as 
of, and for, the periods presented in this report;  

 
4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls 

and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial 
reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have: 

 
a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to 

be designed under our supervision, to ensure that material information relating to the registrant, 
including its consolidated subsidiaries, is made known to us by others within those entities, particularly 
during the period in which this report is being prepared; 

 
b) designed such internal control over financial reporting, or caused such internal control over financial 

reporting to be designed under our supervision, to provide reasonable assurance regarding the 
reliability of financial reporting and the preparation of financial statements for external purposes in 
accordance with generally accepted accounting principles; 

 
c) evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this 

report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end 
of the period covered by this report based on such evaluation; and 

 
d) disclosed in this report any change in the registrant’s internal control over financial reporting that 

occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the 
case of an annual report) that has materially affected, or is reasonably likely to materially affect, the 
registrant’s internal control over financial reporting; and 

 
5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal 

control over financial reporting, to the registrant's auditors and the audit committee of registrant's board of 
directors (or persons performing the equivalent function): 

 
a) all significant deficiencies and material weaknesses in the design or operation of internal control over 

financial reporting which are reasonably likely to adversely affect the registrant's ability to record, 
process, summarize and report financial information; and 

 
b) any fraud, whether or not material, that involves management or other employees who have a 

significant role in the registrant's internal control over financial reporting. 
 

 
Date:   February 27, 2009   /s/ Richard A. Smith 
    Richard A. Smith 

Chief Executive Officer of FelCor 
Lodging Trust Incorporated, as 
general partner of FelCor Lodging 
Limited Partnership 

 



Exhibit 31.2 

Certification Pursuant to Section 302 of Sarbanes-Oxley Act of 2002 
 

I, Andrew J. Welch, certify that: 
 
1. I have reviewed this annual report on Form 10-K of FelCor Lodging Limited Partnership; 
 
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a 

material fact necessary to make the statements made, in light of the circumstances under which such statements 
were made, not misleading with respect to the period covered by this report;  

 
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly 

present in all material respects the financial condition, results of operations and cash flows of the registrant as 
of, and for, the periods presented in this report;  

 
4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls 

and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial 
reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have: 

 
a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to 

be designed under our supervision, to ensure that material information relating to the registrant, 
including its consolidated subsidiaries, is made known to us by others within those entities, particularly 
during the period in which this report is being prepared; 

 
b) designed such internal control over financial reporting, or caused such internal control over financial 

reporting to be designed under our supervision, to provide reasonable assurance regarding the 
reliability of financial reporting and the preparation of financial statements for external purposes in 
accordance with generally accepted accounting principles; 

 
c) evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this 

report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end 
of the period covered by this report based on such evaluation; and 

 
d) disclosed in this report any change in the registrant’s internal control over financial reporting that 

occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the 
case of an annual report) that has materially affected, or is reasonably likely to materially affect, the 
registrant’s internal control over financial reporting; and 

 
5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal 

control over financial reporting, to the registrant's auditors and the audit committee of registrant's board of 
directors (or persons performing the equivalent function): 

 
a) all significant deficiencies and material weaknesses in the design or operation of internal control over 

financial reporting which are reasonably likely to adversely affect the registrant's ability to record, 
process, summarize and report financial information; and 

 
b) any fraud, whether or not material, that involves management or other employees who have a 

significant role in the registrant's internal control over financial reporting. 
 
 
Date: February 27, 2009  /s/ Andrew J. Welch 
   Andrew J. Welch  

Chief Financial Officer of FelCor 
Lodging Trust Incorporated, as 
general partner of FelCor Lodging 
Limited Partnership 

 



Exhibit 32.1 

Certification Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 

In connection with the annual report of FelCor Lodging Limited Partnership (the “Registrant”) on 
Form 10-K for the three months and year ended December 31, 2008, as filed with the Securities and 
Exchange Commission on the date hereof (the “Report), the undersigned hereby certifies, in the capacity as 
indicated below and pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906 of the Sarbanes-Oxley Act 
of 2002, that: 

1. The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities 
Exchange Act of 1934, as amended, and 
 

2. The information contained in the Report fairly presents, in all material respects, the financial 
condition and results of operations of Registrant. 

 
 
 

February 27, 2009 /s/Richard A. Smith 
Richard A. Smith 
Chief Executive Officer of FelCor Lodging 
Trust Incorporated, as general partner of 
FelCor Lodging Limited Partnership 

 



Exhibit 32.2 

Certification Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 

In connection with the annual report of FelCor Lodging Limited Partnership (the “Registrant”) on 
Form 10-K for the three months and year ended December 31, 2008, as filed with the Securities and 
Exchange Commission on the date hereof (the “Report), the undersigned hereby certifies, in the capacity as 
indicated below and pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906 of the Sarbanes-Oxley Act 
of 2002, that: 

 
1. The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities 

Exchange Act of 1934, as amended, and 
 

2. The information contained in the Report fairly presents, in all material respects, the financial 
condition and results of operations of Registrant. 

 
 
 

February 27, 2009 /s/Andrew J. Welch 
Andrew J. Welch 
Chief Financial Officer of FelCor Lodging 
Trust Incorporated, as general partner of 
FelCor Lodging Limited Partnership 
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