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Section 2 — Financial Information
Item 2.02 Results of Operations and Financial Condition.

On May 8, 2007, FelCor Lodging Trust Incorporated issued a press release announcing its results
of operations for the three months ended March 31, 2007, and published supplemental information for the
three months ended March 31, 2007. Copies of the press release and the supplemental information are
furnished as Exhibits 99.1 and 99.2, respectively, to this Current Report on Form 8-K. Copies of the
foregoing are also available on FelCor Lodging Trust Incorporated’s website at www.felcor.com, on its
Investor Relations page in the “Financial Reports” section.

The information contained in this Current Report on Form 8-K, including the exhibits, is provided
under Item 2.02 of Form 8-K and shall not be deemed “filed” for the purposes of Section 18 of the
Securities Exchange Act of 1934 or otherwise be subject to the liabilities of that section. Furthermore, the
information contained in this Current Report on Form 8-K, including the exhibits, shall not be deemed to
be incorporated by reference into the filings of the registrant under the Securities Act of 1933, regardless
of any general incorporation language in such filings.

Section 9 — Financial Statements and Exhibits
Item 9.01 Financial Statements and Exhibits.
(@) Financial statements of businesses acquired.
Not applicable.
(b)  Pro forma financial information.
Not applicable.
(c) Exhibits.

The following exhibits are furnished in accordance with the provisions of Item 601 of
Regulation S-K:

Exhibit
Number Description of Exhibit
99.1 Press release issued by FelCor Lodging Trust Incorporated on May 8,
2007, announcing its results of operations for the three months ended
March 31, 2007.
99.2 Supplemental information for the three months ended March 31, 2007,

published by FelCor Lodging Trust Incorporated on May 8, 2007.
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FelCor Lodging Trust Incorporated
545 E. John Carpenter Freeway, Suite 1300
Irving, Texas 75062-3933

P 972.444 4900 F 972.444.4949
www.felcor.com  NYSE: FCH

For Immediate Release:
FELCOR EXCEEDS HIGH GUIDANCE AND INCREASES COMMON DIVIDEND

IRVING, Texas...May 8, 2007 - FelCor Lodging Trust Incorporated (NYSE: FCH) today
reported operating results for its first quarter ended March 31, 2007.

First Quarter Results:

Our $430 million capital improvement program remains on track and is producing the results
we expected. Operating margins for the quarter were better than expected, notwithstanding the
anticipated renovation disruptions. During the quarter 34 of our hotels, or 41 percent of our portfolio,
were under renovation. Revenue per available room (“RevPAR?”) for the hotels under renovation
declined five percent, which significantly impacted the overall portfolio RevPAR growth and was the
principal factor in the decline to prior year in earnings before interest, taxes, depreciation and
amortization (“EBITDA”) and Hotel EBITDA margin.

e Adjusted Funds From Operations (“FFO”) was $31.4 million, or $0.50 per share.
$3.3 million, or $0.05 per share, was related to gains recognized on the sale of the initial 31
condominiums at our 184-unit Royale Palms condominium development. Adjusted FFO
for the quarter from operating results (before the gain on Royale Palms) was $0.45 per share
and exceeded the high end of our expectations by $0.01.

e RevPAR increased 1.0 percent, compared to the same period in 2006, and Average Daily
Rate (“ADR”) increased 7.8 percent.

o Hotel EBITDA was $71.9 million, compared to $75.8 million in the same quarter last year,
reflecting a decrease of 5.1 percent. Hotel EBITDA margin was 28.9 percent, compared to
30.1 percent in the prior year. In the first quarter of 2006, business interruption insurance
proceeds improved Hotel EBITDA by $3.3 million and Hotel EBITDA margin by 57 basis
points.

e Same-Store EBITDA was $61.6 million, a decrease of 7.5 percent to the same quarter last
year. Adjusted EBITDA (including sold hotels) decreased by $7.7 million to $68.2 million.

o Net income was $29.2 million for first quarter 2007, a $19.3 million increase over the same
period in 2006. Net income applicable to common stockholders was $19.5 million, or $0.32
per share, compared to a net income applicable to common stockholders of essentially zero
in the first quarter of 2006.

e We increased our quarterly common dividend by $0.05 to $0.30 per share, effective the
second quarter 2007.

“We are pleased with our first quarter results, which were better than anticipated. Our eight
hotels renovated last year performed ahead of our budgeted returns for the first quarter,” said Richard
A. Smith, FelCor’s President and Chief Executive Officer. “We are very excited about the continued
progress of our renovation program and the results we are seeing from our renovated hotels. We are
expecting accelerating RevPAR growth for our portfolio as we move through the year.”

-more-
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Current year net income includes a $17.2 million net gain from the sale of hotels. Current year
net income, Adjusted FFO and Adjusted EBITDA includes a $3.3 million gain from the sale of
condominium units. Prior year net income included a $1.1 million loss from the sale of hotels. Prior
year net income, Adjusted FFO and Adjusted EBITDA included $3.3 million of business interruption
insurance proceeds from 2005 hurricanes.

First Quarter Highlights:

ReVvPAR increased 1.0 percent for our core portfolio (83 hotels). RevPAR growth was
adversely affected by the renovation program and lower occupancy in Louisiana. Occupancy for the
portfolio declined 6.3 percent primarily as a result of renovations. RevPAR declined 32.6 percent in
Louisiana (three hotels) reflecting the strong occupancy in 2006 driven by hurricane relief efforts.

ADR grew 7.8 percent with double digit increases in many of our largest markets. ADR
growth remains strong across our portfolio and continues to accelerate as hotels complete renovation
and as we focus on our customer mix and take advantage of lodging trends. For our 47 hotels, which
exclude hotels under renovation and our Louisiana hotels, RevPAR increased 8.2 percent.

We paid a $0.25 dividend per common share for the first quarter of 2007 and are increasing the
dividend to $0.30 per common share effective the second quarter.

During the quarter ended March 31, 2007, we sold three non-strategic hotels for gross proceeds
of $64.7 million. Our remaining eight non-strategic hotels are all under hard contracts for sale with
non-refundable deposits.

Capital Structure:

At March 31, 2007, we had $1.36 billion of consolidated debt outstanding with an average of
five years to maturity. Our cash and cash equivalents totaled approximately $116.5 million at
March 31, 2007. Included in our debt balance was $56 million of debt related to our Royale Palms
condominium project, which was repaid in full May 1, 2007.

Renovation Program Update:

Improvements and additions to our hotels for the first quarter, including our pro rata share of
joint ventures, totaled $77.2 million. Through the date of this release, we have completed major
renovations at 29 of our hotels since we started our renovation program last year, including 21 hotels
completed in 2007. We are on target to complete renovations at 62 of our hotels during 2007.

Our Royale Palms condominium project in Myrtle Beach, South Carolina was substantially
completed in the first quarter of 2007. We closed on the sale of 31 of the 184 units in the quarter and
recognized a $3.3 million gain. We expect substantially all the remaining condominium sales to be
closed in the second quarter of 2007. We will recognize the remainder of the gain on sale as the
condominium units are closed. We currently expect to earn net income of at least $18 million from this
project, and we expect that between 50 and 60 percent of the condominium units will enter our rental
program, which will result in additional continuing income.

-more-
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“As a result of the continued improvement in operating performance, the success of the
renovation program and the continued strong fundamentals of the lodging industry, we are pleased to
increase our common dividend again,” said Andrew J. Welch, FelCor’s Executive Vice President and
Chief Financial Officer. “As the repositioning program winds down and our debt reduction program is
completed, we are completely focused on the renovation and redevelopment programs to earn the
returns we expect and to mitigate displacement.”

2007 Guidance:

Our 2007 guidance assumes that we sell our remaining eight non-strategic hotels by the end of
the second quarter. The earnings from our eight non-strategic hotels reflect only the earnings through
the projected date of sale.

We have increased full year guidance as a result of first quarter performance. Our guidance for
the remainder of the year remains unchanged other than the timing of Royale Palms gains. Second
quarter 2007 includes a $15 million gain from our Royale Palms condominium project (approximately
$18 million for the full year).

For 2007, we currently anticipate:

e RevPAR to increase between 6 to 7 percent for the full year and approximately
4.5 percent for the second quarter;

e Adjusted EBITDA to be between $296 and $301 million for the full year and
between $93 and $95 million for the second quarter;

e Adjusted FFO per share to be between $2.33 and $2.41 for the full year and
between $0.86 and $0.88 for the second quarter;

o Hotel EBITDA margins to increase approximately 35 basis points for the full year;
and

o Capital expenditures of approximately $225 million.

Second quarter guidance for FFO per share, assumes the conversion of our series A preferred
stock because it is more dilutive when our Adjusted FFO per share exceeds $0.63 per share. This
increases fully diluted shares outstanding to 73.2 million for the quarter. Our full year guidance does
not exceed the annual conversion threshold; therefore, fully diluted shares outstanding for the full year
are assumed to be 63.2 million (i.e. our series A preferred stock is not deemed converted) for purposes
of computing full year FFO per share.

EBITDA, Adjusted EBITDA, Same-Store EBITDA, Hotel EBITDA, Hotel EBITDA margin,
FFO and Adjusted FFO are all non-GAAP financial measures. See our discussion of “Non-GAAP
Financial Measures” beginning on page 8 for a reconciliation of each of these measures to our net
income and for information regarding the use, limitations and importance of these non-GAAP financial
measures.

We have published our First Quarter Supplemental Information, which provides additional
corporate data, financial highlights and portfolio statistical data for the quarter ended March 31, 2007.
Investors are encouraged to access the Supplemental Information on our Web site at www.felcor.com,
on the Investor Relations page in the “Financial Reports” section. The Supplemental Information also
will be furnished upon request. Requests may be made by e-mail to information@felcor.com or by
writing to the Vice President of Investor Relations, FelCor Lodging Trust Incorporated, 545 E. John
Carpenter Freeway, Suite 1300, Irving, Texas, 75062.

-more-
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Our annual meeting of stockholders will convene at 9:00 a.m. on May 22, 2007 at our corporate
offices, located at 545 E. John Carpenter Freeway, Suite 1300, Irving, Texas.

FelCor, a real estate investment trust, is the nation’s largest owner of upper-upscale, all-suite
hotels. FelCor’s core portfolio is comprised of 83 consolidated hotels, located in 23 states and Canada.
FelCor’s portfolio includes 65 upper-upscale hotels, and FelCor is the largest owner of Embassy Suites
Hotels® and Doubletree Guest Suites® hotels. FelCor’s hotels are flagged under global brands such as
Embassy Suites Hotels, Doubletree®, Hilton®, Sheraton®, Westin® and Holiday Inn®. (The foregoing
registered trademarks are the exclusive property of their respective owners. None of the owners of
these trademarks has any responsibility or liability for any information contained in this press release.)
FelCor has a current enterprise value of approximately $3.4 billion. Additional information can be
found on the Company’s Web site at www.felcor.com.

We invite you to listen to our first quarter earnings Conference Call on Wednesday, May 9,
2007, at 10:00 a.m. (Central Time). The conference call will be webcast simultaneously via FelCor’s
Web site at www.felcor.com. Interested investors and other parties who wish to access the call should
go to FelCor’s Web site and click on the conference call microphone icon on either the “Investor
Relations” or “FelCor News” pages. A telephonic replay will be available from Wednesday, May 9,
2007, at 12:00 p.m. (Central Time), through Friday, June 8, at 11:00 p.m. (Central Time), by dialing
800-642-1687 (conference ID# 7098159). A recording of the call will also be archived and available at
www.felcor.com.

With the exception of historical information, the matters discussed in this news release include
“forward-looking statements” within the meaning of the federal securities laws. These forward-
looking statements are identified by their use of terms and phrases such as “anticipate,” *“*believe,”
“could,” “estimate,” ““expect,” “intend,” “may,” “plan,” “predict,” “project,” “will,”” ““continue”
and other similar terms and phrases, including references to assumption and forecasts of future
results. Forward-looking statements are not guarantees of future performance. Numerous risks and
uncertainties, and the occurrence of future events, may cause actual results to differ materially from
those anticipated at the time the forward-looking statements are made. General economic conditions,
operating risks associated with the hotel business, the impact of U.S. military involvement in the
Middle East and elsewhere, future acts of terrorism, the impact on the travel industry of increased fuel
prices and security precautions, the impact that the bankruptcy of additional major air carriers may
have on our revenues and receivables, the availability of capital, the ability to effect sales of non-
strategic hotels at anticipated prices, the cyclical nature of the real estate markets, our ability to
continue to qualify as a Real Estate Investment Trust for federal income tax purposes and numerous
other factors may affect future results, performance and achievements. Certain of these risks and
uncertainties are described in greater detail in our filings with the Securities and Exchange
Commission. Although we believe our current expectations to be based upon reasonable assumptions,
we can give no assurance that our expectations will be attained or that actual results will not differ
materially. We undertake no obligation to update any forward-looking statement to conform the
statement to actual results or changes in our expectations.

Contact:
Stephen A. Schafer, Vice President Strategic Planning & Investor Relations,
(972) 444-4912  sschafer@felcor.com

-more-
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Consolidated Statements of Operations
(in thousands, except per share data)
Three Months Ended
March 31,
2007 2006
Revenues:
Hotel operating revenue:
(010 ] 1 USSR $204,323 $207,986
FOOd and DEVEIAgE. .......cecvvveieiiecie e 31,773 30,414
Other operating departments ..........ccocueeereiereienese e 12,445 12,980
Retail space rental and other revenue...........cccceceeveeveeveccicce e, 131 27
TOtAl FEVENUES.......eeeieieiecie et 248,672 251,407
Expenses:
Hotel departmental expenses:
ROOIM L. 48,783 49,414
FOOd and DEVEIAgE. .......cueiueeie et 24,535 23,660
Other operating departments .........c.ocvererieieeiesie e 4,947 5,944
Other property related COSES.........cccueriiieiiiereeeceese e 68,557 68,857
Management and franchise fees ..., 13,123 13,222
Taxes, insurance and 1ease EXPENSE.......c.vcvveivererieereereseeseereesee e, 29,229 26,532
ADANAONE PrOJECTS ....eevviieie et 22 -
COrPOrate EXPEINSES . ....vveeieeieiireeeteeesbeeesbeeessbe e e snbe e e sbb e e e streessbneesnnnee e 6,787 5,804
DEPIECIALION. ... .ottt 25,051 22,437
Total operating EXPENSES .......cvvieeieeiereerieeieseese e sreeseeaeennen, 221,034 215,870
OPErating INCOME .....couieiiiiieiiieie ettt sreens 27,638 35,537
INtErest EXPENSE, NEL ....cvveieiieeee e (22,872) (30,508)
Charge-off of deferred financing COSES.........cccceveeivriiiieieiieseee, - (667)
Income before equity in income from unconsolidated entities,
minority interests and gain on sale of assets.........c.ccvvvveiiieieiieneenn, 4,766 4,362
Equity in income from unconsolidated entities............cccoeevvvveiieerunennn, 12,771 1,948
MINOFILY INTEIESES. .. .eiviiitieiiiie ettt 37 610
Gain on sale of cONdOMINIUMS ........cccooiiiiiiieee e, 3,281 -
Income from continuing OPErations...........ccoeeeieeiierieieerie e, 20,855 6,920
Discontinued OPerationsS ...........c.covvevueiieieeie e, 8,307 2,932
[N AT o0 1 T 29,162 9,852
Preferred dividends............ccooviiieiiiie i (9,678) (9,678)
Net income applicable to common stockholders...........cccooevcevieiiieinnnns § 19,484 $ 174
Basic and diluted per common share data:
Net income (loss) from continuing Operations .............ccoceeevererieennnn, $§ 018 $ (0.05)
NEE INCOME. ....viviviiietctee ettt ns $ 032 $ -
Basic weighted average common shares outstanding...............cc........ 61,374 59,660
Diluted weighted average common shares outstanding ..............c....... 61,762 59,660

-more-
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Discontinued Operations
(in thousands)

Discontinued operations include the results of operations of eight hotels held for sale at
March 31, 2007, three hotels sold in 2007 through March 31, and 31 hotels sold in 2006. Condensed
financial information for the hotels included in discontinued operations is as follows:

Three Months Ended

March 31,
2007 2006
OPEratiNg FEVENUE......c.vveveeieeitieieeieeteesteeeeseesraesaesseesseesesseessaesseaneesseessens $ 15498 $ 64,001
OPEratiNg EXPENSES ......eviiieiieiieteite sttt eie ettt ab ettt se b e (11,879) (59,246)
OPErating INCOME......ccuiiiiieeie ettt sre e 3,619 4,755
Direct INtEreSt COSES, NEL........oiveiieiiiiieiieiee e (25) (326)
Gain (loss) on sale of hotels, net of income taX...........cccccoeevieieiieieennnnn, 6,031 (1,077)
Charge-off of deferred debt COSES ..........covvviiereiiiceeeee e, (119) -
Debt extingUISNMENT ........c.ooiviiieiiee e (782) -
IMINOFIEY INTEIESTS .....cvieiiicieee e (417) (420)
Income from discontinued OPErations...........ccocueeeieienenenese e 8,307 2,932
Depreciation, net of Minority INErests .........cccovveverieneeie e, - 4,838
Minority interest in FEICOr LP.........ccoooveiieeceeceee e 182 128
Interest expense, net of MINOKity INTEreStS .........coveveviririiieieeeciee, 27 316
EBITDA from discontinued Operations...........c.cocuveeieieienenenenennnnnns 8,516 8,214
Loss (gain) on sale of hotels, net of income tax and minority interests ....  (6,031) 1,077
Charge-off of deferred debt COStS ........ccceiiiiieiiic e 119 -
Debt extinguishment, net of minority INterests............ccoovvvvvveieieneneninnns 692 -
Adjusted EBITDA from discontinued operations ............c.ccocevvrernnnnn. $ 3296 § 9291

Selected Balance Sheet Data
(in thousands)

March 31, December 31,

2007 2006
INVEStMENt iN NOLEIS........coviieieiee e $ 2,720,279 $ 2,656,571
Accumulated depreciation ............ccecvevveveereeiesieere e see e (631,943) (612,286)
Investments in hotels, net of accumulated depreciation............. $ 2,088,336 $ 2,044,285
Total cash and cash equivalents ............cccccocveveeieiere e, $ 116,527 $ 124,179
B 0] 2 =) £ $ 2,587,535 $ 2,583,249
Total debt......ooceicecc $ 1,356,760 $ 1,369,153
Total stockholders’ eqUItY .......cccovveviieiiiieieece e $ 1,019,156 $ 1,010,931

At March 31 2007, we had an aggregate of 62,388,367 shares of FelCor common stock and
1,355,016 limited partnership units of FelCor Lodging Limited Partnership outstanding.

-more-
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Debt Summary
(dollars in thousands)

Debt Outstanding

Encumbered Interest Rate at Final Consolidated
Hotels March 31, 2007 Maturity Debt

Line of credit® none L+1.75 January 2009  $ -
Senior term notes none 8.50 June 2011 298,974
Senior term notes none L +1.875 December 2011 215,000

Total line of credit and

senior debt 513,974
Mortgage debt® 12 hotels L +0.93 November 2011 250,000
Mortgage debt 7 hotels 6.57 June 2009 - 2014 90,452
Mortgage debt 7 hotels 7.32 March 2009 123,427
Mortgage debt 8 hotels 8.70 May 2010 168,552
Mortgage debt 6 hotels 8.73 May 2010 121,850
Mortgage debt 1 hotel L +2.85 August 2008 15,500
Mortgage debt 1 hotel 5.81 July 2016 12,745
Other 1 hotel 9.17 August 2011 4,256
Construction loan® - L +2.00 October 2007 56,004
Total mortgage debt 43 hotels 842,786
$ 1,356,760

(a) We have a borrowing capacity of $125 million on our line of credit. The interest on this line can
range from 175 to 225 basis points over LIBOR based on our leverage ratio as defined in our line
of credit agreement.

(b) This maturity date assumes three, one-year extension options extending the maturity of this debt
from 2008 to 2011, are exercised by us.

(c) We have a recourse construction loan facility for the development of a 184-unit condominium
project in Myrtle Beach, South Carolina. This loan was repaid in full May 1, 2007.

Debt Statistics at March 31, 2007

Weighted average interest 7.61%
Fixed interest rate debt to total debt 60.5%
Weighted average maturity of debt 5 years
Mortgage debt to total assets 32.6%

-more-
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Non-GAAP Financial Measures

We refer in this release to certain “non-GAAP financial measures.” These measures, including
FFO, Adjusted FFO, EBITDA, Adjusted 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 (“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 the limitations of such measures.

Reconciliation of Net Income to FFO and Adjusted FFO
(in thousands, except per share and unit data)

Three Months Ended March 31,

2007 2006
Per Share Per Share
Dollars Shares  Amount Dollars  Shares Amount
NEt iNCOME ..o $ 29,162 $ 9,852
Preferred dividends..........ccccoovviiiinicnnnnne (9,678) (9,678)
Net income applicable to common
StoCKhOIdErsS .....c.cvvveeciiecee 19,484 61,762 $ 0.32 174 59,660 $ -
Depreciation, continuing operations............ 25,051 - 0.41 22,437 - 0.38
Depreciation, unconsolidated entities and
discontinued operations.............ccccccv.... 2,863 - 0.05 7,637 - 0.13
Gain on sale of hotels, net of income tax....  (6,031) - (0.10) 1,077 - 0.02
Gain on sale of unconsolidated entities....... (11,182) - (0.18) - - -
Minority interest in FelCor LP ................... 426 1,355  (0.02) 8 2,663 (0.03)
Conversion of options and unvested
restricted StoCK...........ccovvvviiiniiniiininn - - - - 316 -
FFRO e 30,611 63,117 0.48 31,333 62,639 0.50
Abandoned Projects........ccocvvvereeneniieseennn. 22 - - - - -
Debt extinguishment loss, net of minority
INEEIEST ... 692 - 0.02 - - -
Charge-off of deferred financing costs........ 119 - - 667 - 0.01
Adjusted FFO.......cccooviiiiiiieieiee, $ 31,444 63,117 $ 050 $32,000 62,639 $ 0.51

-more-
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Reconciliation of Net Income to EBITDA, Adjusted EBITDA and Same-Store EBITDA
(in thousands)

Three Months Ended

March 31,

2007 2006
NET INCOME.....iiieietiieiee ettt st e e e be s b et eresbe st ensenesneneas $ 29,162 $ 9,852
Depreciation, continuing OPErationS...........cccccvevueieerieerieseesr e see e, 25,051 22,437
Depreciation, unconsolidated entities and discontinued operations................ 2,863 7,637
Minority interest in FelCor Lodging LP........ccccovvvvviveiiiiece e, 426 8
INTEIEST EXPEINSE ...ttt ettt ettt sbb et e e e nbn e e anbneesnnee e 24,118 31,295
Interest expense, unconsolidated entities and discontinued operations........... 1,574 1,930
AMOITIZATION EXPENSE ....eevviiieitiete et etee ettt ettt et sreesbesnee e e sbeeneesree e 1,407 990
EBITDA oottt e e 84,601 74,149
Gain on sale of hotels, net of INCOME taX ........ccceevveiieiiiie e (6,031) 1,077

Gain on sale of unconsolidated entitieS...........ccovvrieerreiesiecieere e (11,182) -

ADANAONET PrOJECES ....cveeeiieeie ittt 22 -
Charge-off of deferred finanCiNg COSES..........cocviirieiiiiiiii e 119 667

Debt extinguishment loss, net of minority INterests.........ccccvvveveeieniieneennnnn, 692 -
AdJUSTed EBITDA ...ttt 68,221 75,893
Adjusted EBITDA from discontinued 0perations .............ccccevvevveieeseeinesnnnn (3,296) (9,291)

Gain on sale of cCONAOMINIUMS .......coiviiiiiieiiee e (3,281) -
Same-Store EBITDA ..ot $ 61644 $ 66,602

-more-
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Reconciliation of Adjusted EBITDA to Hotel EBITDA
(in thousands)
Three Months Ended
March 31,
2007 2006
AdJUSTE EBITDA ...ttt $ 68,221 $ 75,893
Retail space rental and other reVenue...........ccocoveieienncisce e (131) (27)
Adjusted EBITDA from discontinued Operations............ccccevereereeniesieeneenee (3,296)  (9,291)
Equity in income from unconsolidated subsidiaries (excluding interest and
depreciation EXPENSE).....cc.eiveiieieieece ettt (6,404)  (6,698)
Minority interest in other partnerships (excluding interest and depreciation
BXPEIISE) . tteeseestete sttt skttt et e bbbt bbb Rt n Rkt R Rt Rt e n R b b nrenre s 125 (151)
Consolidated hotel 16aSe EXPENSE .......ccveeverierieiieieerie e 14,259 13,599
Unconsolidated taxes, insurance and lease eXpense.........ccocvevveiveeiieeiiieesieenn, (1,703)  (1,583)
INEEIESE INCOIME ...ttt (1,247) (789)
Corporate expenses (excluding amortization eXPENSEe) ........cccevvvererrververeainens 5,380 4,814
Gain on sale of cCONAOMINIUMS ........cveiieiiieieccre e (3,281) -
HOTEI EBITDA ..ottt bbbttt bbb $ 71,923 §$ 75,767
Reconciliation of Net Income to Hotel EBITDA
(in thousands)
Three Months Ended
March 31,
2007 2006
NEL INCOME ...ttt ss s b e e s s en e e e $ 29162 $ 9,852
Discontinued OPEratioNS .........c.cceiieiieiieiie e (8,307)  (2,932)
Equity in income from unconsolidated entities ...........ccccevererenenenininieeienen, (12,771)  (1,948)
MINOTILY INEEIESTS.....vvevieteceie sttt e et e sre e e e (37) (610)
Consolidated hotel 18aSe EXPENSE ........ccviiiiiiiieie e 14,259 13,599
Unconsolidated taxes, insurance and lease eXpense .........ccoevveeerverveeesneeenn (1,703)  (1,583)
INTEIEST EXPENSE, NEL...eeiiiiiiiiie ettt ettt e s e e e e s sbbe e e e s anbaeeeeane 22,872 30,508
Charge-off of deferred financing COStS.........ccoeviiiieiieiicc e - 667
COIPOTALE EXPENSES ....ceeeeeuteesieeeieesireeteesiseesteesiseesbeesseeesneesnneebeessneenneesnneenneeannes 6,787 5,804
[T T =Tol - £ o] o PSSR S 25,051 22,437
ADANAONE PrOJECES ...ttt 22 -
Gain on sale of CONAOMINTUMS .......c.viiiiiiiicc e (3,281) -
Retail space rental and Other reVeNUE ... (131) (27)
HOTEI EBITDA . ...ttt bbb $ 71,923 $ 75,767

-more-
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Hotel EBITDA and Hotel EBITDA Margin
(dollars in thousands)
Three Months Ended
March 31,
2007 2006

TOtAl FEVENUE .....oviicie ettt ea s $ 248,672 $ 251,407
Retail space rental and other revVenUE ...........ccccoevevveieiie s (131) (27)
Hotel OPErating MEVENUE. .........coiuiiieiieiieeiie ettt 248,541 251,380
Hotel OPErating EXPENSES......cucivieieirierieeieseese e st e se e sre e sre e st e sreeeenreas (176,618) (175,613)
HOLEI EBITDA ...ttt st sae e nae e nree s $ 71923 $ 75,767
Hotel EBITDA MAIGIN ....ooviiieiiiie ettt 28.9% 30.1%

Reconciliation of Ratio of Operating Income to Total Revenue to Hotel EBITDA Margin

Three Months Ended

March 31,
2007 2006
Ratio of operating income to total reVENUE..........c.ccoveveeiieiicie e, 11.2% 14.1 %
Retail space rental and other reVeNUE ...........cccceviiiieiiiiciie e (0.1) -
Unconsolidated taxes, insurance and lease eXpense ........ccccecververesveseennenn, (0.7) 0.6)
Consolidated hotel 16ase EXPENSE.........ccviiieriiiiiieie e 5.7 54
COrPOrate EXPEINSES ...eeeiveeeiiiieesiiieesteeessbeeesbe e e ssbe e e ssbe e snbe e e snbeeessbeessnbeesnnneeennns 2.7 2.3
DEPIECIALION ...ttt 10.1 8.9
Hotel EBITDA MaIQiN......ccveiieieeie e eie e sie e sie e e sne e e esaeenaessaennen, 28.9% 30.1 %

Hotel Operating Expense Composition
(dollars in thousands)

Three Months Ended

March 31,
2007 2006

Reconciliation of total operating expense to hotel operating expense:

Total OPErating EXPENSES ......cuviveeeeieieieite e steste e et e et sre e e ens $ 221,034 $ 215,870
Unconsolidated taxes, insurance and lease eXpense..........ccoceveerenieeniene 1,703 1,583
Consolidated hotel 16ase EXPENSE ........ccvveveivereeie e (14,259) (13,599)
COrPOrate EXPENSES ... eeeieeeueiesieeeteeaieeesteesiseesbeessaeesaeeabeesneeseeesnneeseesnneans (6,787) (5,804)
ADANAONEA PrOJECES ....cvviciiecieeit et (22) -
DEPIECIALION. ... vttt sttt sb e sr e (25,051) (22,437)

Hotel Operating EXPENSES......ccvcvrereieire e $ 176,618 $ 175,613

-more-
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Reconciliation of Forecasted Net Income to Forecasted FFO, Adjusted FFO, EBITDA
and Adjusted EBITDA
(in millions, except per share and unit data)

Second Quarter 2007 Guidance

Low Guidance High Guidance
Per Share Per Share
Dollars Amount®  Dollars Amount®

NET INCOME ... $ 62 $ 64
Preferred dividends ..........coccoovviveeieiiic i, (10) (10)

Net income applicable to common stockholders .... 52 $ 0.86 54 $ 0.89
Gain on sale of aSSetS.......ccoevveevieiieccecee e (26) (26)
DePreCiation .........cvevveeeeieeiesieseeesee e eee e see e 29 29
Minority interest in FElICOr LP.......ccccccooovvieviveiennnnne 1 1
Preferred dividends ..........cccoovivieiieiiic e, 7 7

FFO and Adjusted FFO..........ccccovviiiieie e, $ 63 $ 08 $ 65 $ 088

NET INCOME ... $ 62 $ 64
DePreciation .........cccveveiieieeie e 29 29
INEEreSt EXPENSE....ceivverieciieieeie et 26 26
Minority interest in FelCor LP........ccccccovieniniinnnne
AMOrtization EXPENSE.......ccververeereerieeriesieseeeeereenes 1 1

EBITDA ... 119 121
Gain on sale of hotels.........cccccvvevveiviecieccee (26) (26)

Adjusted EBITDA ... $ 93 $ 95

(a) For second quarter guidance, weighted average shares are 60.4 million. Weighted average
shares and units are 73.2 million. It is more dilutive to assume the conversion of our series
A preferred stock when our Adjusted FFO per share exceeds $0.63.

-more-
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Reconciliation of Forecasted Net Income to Forecasted FFO, Adjusted FFO, EBITDA
and Adjusted EBITDA
(in millions, except per share and unit data)

Full Year 2007 Guidance

Low Guidance High Guidance
Per Share Per Share
Dollars Amount®  Dollars  Amount®

NEt INCOME.....viviicriiccec e $ 113 $ 117
Preferred dividends..........cccoeveieniiiniiiiecee, (39) (39)

Net income applicable to common stockholders..... 74 $ 121 78 $ 129
Gain on sale Of aSSetS ........cccevvriririiieeerc e (43) (43)
Depreciation .........ccccceeeeieeresie s, 114 114
Minority interest in FEICOr LP .........cccccoeveviniieene, 2 3

FFO and Adjusted FFO .........cccooviiiiiiincences $ 147 § 233 §$152 § 241

NEE INCOME ...t $ 113 $ 117
DEPreciation .........c.ccvveerverieiiese e 114 114
INEreSt EXPENSE ... 105 105
Minority interest in FEICOr LP ..........ccccovevvvvernennn, 2 3
AMOrtization EXPENSE........ceveeeieerieriere e 5 5

EBITDA ... 339 344
Gain on sale Of aSSeLS .......ccccvvvrieieieerc e, (43) (43)

Adjusted EBITDA ..., $ 296 $ 301

(b) For full year guidance, weighted average shares are 61.1 million. Weighted average shares
and units are 63.2 million. Our full year guidance does not exceed the annual conversion
threshold for our series A preferred stock.

-more-
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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 diminishes 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, Adjusted FFO, EBITDA, Adjusted EBITDA, Same-
Store EBITDA, Hotel EBITDA and Hotel EBITDA margin, are not measures of operating
performance under GAAP. However, we consider these non-GAAP measures to be supplemental
measures of a hotel REIT’s performance and should be considered along with, but not as an alternative
to, net income as a measure of our operating performance.

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 (“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 other REITs 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.

Adjustments to FFO and EBITDA

We adjust FFO and EBITDA when evaluating our performance because management believes
that the exclusion of certain additional recurring and non-recurring items, such as those described
below provides useful supplemental information to investors regarding our ongoing operating
performance and that the presentation of Adjusted FFO, Adjusted EBITDA and Same-Store EBITDA,
when combined with GAAP net income, EBITDA and FFO, is beneficial to an investor’s better
understanding of our operating performance.

e Gains and losses related to early extinguishment of debt and interest rate swaps — We
exclude gains and losses related to early extinguishment of debt and interest rate swaps
from FFO and EBITDA because we believe that it is not indicative of ongoing operating
performance of our hotel assets. This also represents an acceleration of interest expense or a
reduction of interest expense, and interest expense is excluded from EBITDA.

o Impairment losses — We exclude the effect of impairment losses in computing Adjusted
FFO and Adjusted EBITDA because we believe that including these is not consistent with
reflecting the ongoing performance of our remaining assets. Additionally, we believe that
impairment charges represent accelerated depreciation and depreciation is excluded from
FFO by the NAREIT definition and from EBITDA.

« Cumulative effect of a change in accounting principle — Infrequently, the Financial
Accounting Standards Board promulgates new accounting standards that require the

-more-
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consolidated statements of operations to reflect the cumulative effect of a change in
accounting principle. We exclude these one-time adjustments in computing Adjusted FFO
and Adjusted EBITDA because they do not reflect our actual performance for that period.

In addition, to derive Adjusted EBITDA, we exclude gains or losses on the sale of assets
because we believe that including them in EBITDA is not consistent with reflecting the ongoing
performance of our remaining assets. Additionally, the gain or loss on sale of depreciable assets
represents either accelerated depreciation or excess depreciation in previous periods, and depreciation
is excluded from EBITDA.

To derive Same-Store EBITDA, we make the same adjustments to EBITDA as for Adjusted
EBITDA and, additionally, exclude EBITDA from discontinued operations and gains and losses
from the disposition of non-hotel related assets.

Hotel EBITDA and Hotel EBITDA Margin

Hotel EBITDA and Hotel EBITDA margin are commonly used measures of performance in
the 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,
these measures facilitate comparisons with other hotel REITs and hotel owners. We present Hotel
EBITDA and Hotel EBITDA margin by eliminating corporate-level expenses, depreciation 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 with respect to the
ongoing operating performance of our hotels and the effectiveness of management on a property-
level basis. We eliminate depreciation and amortization, even though they are property-level
expenses, because 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 diminish
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 hotels.

Limitations of Non-GAAP Measures

The use of these non-GAAP financial measures has certain limitations. FFO, Adjusted FFO,
EBITDA, Adjusted EBITDA, Same-Store EBITDA, Hotel EBITDA and Hotel EBITDA margin, as
presented by us, may not be comparable to FFO, Adjusted FFO, EBITDA, Adjusted EBITDA, Same-
Store 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 and
interest or capital expenditures. 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 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.

-more-
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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 share, Adjusted FFO, Adjusted FFO per share, EBITDA, Adjusted EBITDA or
Same-Store EBITDA be considered as measures of our liquidity or indicative of funds available for our
cash needs, including our ability to make cash distributions. FFO per share does not measure, and should
not be used as a measure of, amounts that accrue directly to the benefit of stockholders. FFO, Adjusted
FFO, EBITDA, Adjusted EBITDA, Same-Store 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 any
single financial measure.
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This supplement contains registered trademarks owned or licensed by companies other than us,
which may include, but are not limited to, Crowne Plaza®, Disneyland®, Doubletree®, Doubletree
Guest Suites®, Embassy Suites Hotels®, Hampton Inn®, Hilton®, Hilton Suites®, Holiday Inn®,
Holiday Inn & Suites®, Holiday Inn Express & Suites®, Holiday Inn Select®, Sheraton®, Sheraton
Suites®, Walt Disney World® and Westin®.

With the exception of historical information, the matters discussed in this news release include ““forward-looking statements™
within the meaning of the federal securities laws. These forward-looking statements are identified by their use of terms and
phrases such as “anticipate,” “believe,” “could,” “estimate,” “‘expect,” “intend,” “may,” “plan,” *““predict,”” *““project,”
“will,” *“continue” and other similar terms and phrases, including references to assumption and forecasts of future results.
Forward-looking statements are not guarantees of future performance. Numerous risks and uncertainties, and the occurrence
of future events, may cause actual results to differ materially from those anticipated at the time the forward-looking statements
are made. General economic conditions, operating risks associated with the hotel business, the impact of U.S. military
involvement in the Middle East and elsewhere, future acts of terrorism, the impact on the travel industry of increased fuel
prices and security precautions, the impact that the bankruptcy of additional major air carriers may have on our revenues and
receivables, the availability of capital, the ability to effect sales of non-strategic hotels at anticipated prices, the cyclical nature
of the real estate markets, our ability to continue to qualify as a Real Estate Investment Trust for federal income tax purposes
and numerous other factors may affect future results, performance and achievements. Certain of these risks and uncertainties
are described in greater detail in our filings with the Securities and Exchange Commission. Although we believe our current
expectations to be based upon reasonable assumptions, we can give no assurance that our expectations will be attained or that
actual results will not differ materially. We undertake no obligation to update any forward-looking statement to conform the
statement to actual results or changes in our expectations.
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CORPORATE DATA
About the Company

In 1994, FelCor Lodging Trust Incorporated, a real estate investment trust (REIT), went public with six
hotels, and a market capitalization of $120 million. We are now the nation’s largest owner of upper
upscale, all-suite hotels. At March 31, 2007, our portfolio was comprised of 83 consolidated hotels in
continuing operations located in 23 states and Canada. For these hotels, the operating revenues and
expenses are reflected in our consolidated statements of operations because of our majority ownership
interests of the operating lessees of these hotels. We also owned 50 percent joint venture interests in five
hotels whose operations were accounted for using the equity method. We owned 65 upper upscale hotels
and were the largest owner of Embassy Suites Hotels and Doubletree Guest Suites hotels. We had an
enterprise value of approximately $3.5 billion.

Strategy

Our long-term strategic plan is to own a diversified portfolio of high quality, upscale hotels flagged under
leading brands and then increase shareholder value and return on invested capital by maximizing the use
of our real estate and enhancing cash flow. We continually examine our portfolio to address issues of
market supply and concentration of risk. In order to achieve our strategic objectives, we have identified
three goals: Portfolio Repositioning and Debt Reduction; Internal Growth consisting of a comprehensive
renovation program, redevelopment projects and a new asset management approach; and External
Growth.

Public Ratings

Preferred
Corporate Senior Debt Stock
Moody’s Ba3 Ba3 B2
Standard & Poors BB- B+ B-

Stock Exchange Listing
Common Stock (NYSE: FCH)
$1.95 Series A Cumulative Convertible Preferred Stock (NYSE: FCHPRA)
8% Series C Cumulative Redeemable Preferred Stock (NYSE: FCHPRC)

Fiscal Year End
December 31

Number of employees
75

Corporate Headquarters
545 E. John Carpenter Frwy., Suite 1300
Irving, TX 75062
(972) 444-4900

Investor/Media Relations Contact
Stephen A. Schafer
Vice President Strategic Planning & Investor Relations
(972) 444-4912
sschafer@felcor.com

Information Request
information@felcor.com
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Green Street Advisors John V. Arabia
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(212) 250-5815
(703) 469-1042
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FINANCIAL HIGHLIGHTS

Supplemental Financial Data
(in thousands, except per share information, ratios and percentages)

March 31, December 31,

Total Enterprise Value 2007 2006
Common shares outstanding 62,388 62,052
Units outstanding 1,355 1,355
Combined shares and units outstanding 63,743 63,407
Common stock price at end of period $ 2597 $ 21.84
Common equity capitalization $ 1,655,406 $ 1,384,809
Series A preferred stock 309,362 309,362
Series C preferred stock 169,412 169,412
Consolidated debt 1,356,760 1,369,153
Minority interest of consolidated debt (7,434) (8,150)
Pro rata share of unconsolidated debt 97,766 98,731
Cash and cash equivalents (116,527) (124,179)
Total enterprise value (TEV) $ 3,464,745  $ 3,199,138

Dividends Per Share
Dividends declared:

Common stock $ 025 $ 0.80

Series A preferred stock 0.4875 1.95

Series C preferred stock (depositary shares) 0.50 2.00
Selected Balance Sheet Data
Investment in hotels, net $ 2,088,336 $ 2,044,285
Hotels held for sale 98,882 133,801
Total cash and cash equivalents 116,527 124,179
Total assets 2,587,535 2,583,249
Total debt 1,356,760 1,369,153
Total stockholders’ equity 1,019,156 1,010,931
Total stockholders equity less preferred equity 540,382 532,157
Book value per common share outstanding 8.66 8.58
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Consolidated Statements of Operations
(in thousands, except per share data)

Three Months Ended

March 31,
2007 2006
Revenues:
Hotel operating revenue:
ROOIM L.ttt b e e $204,323 $207,986
FOOd and DEVEIAge........ccveieeieciieceee e 31,773 30,414
Other operating departments .........c.cccevveieiieie e, 12,445 12,980
Retail space rental and other revenue............ccoceoeveiiniciiiiceee, 131 27
TOtAl FEVENUES.......vivieiiiieie et 248,672 251,407
Expenses:
Hotel departmental expenses:
ROOM L 48,783 49,414
FOOd and DEVEIAgE. .......coveeieciieie et 24,535 23,660
Other operating departments ...........cocevererininieieeese e 4,947 5,944
Other property related COSES..........covveiieiiiiieiece e, 68,557 68,857
Management and franchise fees ..........ccovvvveiieie v 13,123 13,222
Taxes, insurance and 1ease EXPENSE.......ccvcveveereiieeieereeiesreesre e, 29,229 26,532
ADANAONEd PrOJECES ..o 22 -
COrPOrate BXPENSES.....vvieiirieiireesireesbeeesbeeessbeesssbessssbeesssreessbaeesnsnee e 6,787 5,804
DEPIECIALION. .....evieieetie ettt e e ste e snee e 25,051 22,437
Total operating eXPENSES .......ccveieeireeieeiieieese e sre e seeseesee e 221,034 215,870
OPErating INCOME ...c.veiuieiieerieeiesee e ee s sre et e e e e e nreens 27,638 35,537
INtErest EXPENSE, NEL ... .oi i (22,872) (30,508)
Charge-off of deferred financing COStS.........ccevevivevveieiieere e, - (667)
Income before equity in income from unconsolidated entities,
minority interests and gain on sale of asSets...........ccovveveiiiereiieennnnn, 4,766 4,362
Equity in income from unconsolidated entities ...........c.ccooeverviirnnnne, 12,771 1,948
MINOTILY INTEIESES.....eivieiiieiecie e 37 610
Gain on sale of CONAOMINIUMS .......cocviiiiiieieeieceee s 3,281 -
Income from continuing OPErations..........cccvcvevvereereesieeneeie e eee e, 20,855 6,920
Discontinued OPEratioNS ..........ccceveeierieneeiie e e, 8,307 2,932
NET INCOME....e ittt bbbt 29,162 9,852
Preferred diVIAENdS..........coviiiiiiiee s (9,678) (9,678)
Net income applicable to common stockholders...........ccccoevveieiiieinnn, $ 19,484 $ 174
Basic and diluted per common share data:
Net income (loss) from continuing operations ...........ccccceeveeveieennenne, $§ 0.8 $ (0.05)
NEL INCOME......iitiiiieiecte e $ 032 $ -
Basic weighted average common shares outstanding.............cccceevene. 61,374 59,660
Diluted weighted average common shares outstanding ...................... 61,762 59,660
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Discontinued Operations
(in thousands)

Included in discontinued operations are the results of operations of eight hotels held for sale at
March 31, 2007, three hotels sold in the first quarter of 2007 and 31 hotels sold in 2006. Condensed
financial information for the hotels included in discontinued operations is as follows:

Three Months Ended

March 31,
2007 2006
OPEratiNg FEVENUE........veeveeiieieieite e siee e ee s e ste e esteesaessaesreesreaneesnaenens $ 15498 $ 64,001
OPEratiNg EXPENSES ...vveeveeveeveesiesreesteetesteesteessesseesseeeesseesseaseesseesssansessenns (11,879) (59,246)
OPErating INCOME......ciuiiuieiieeieiie sttt be e sre e enee e 3,619 4,755
Direct iNterest COSES, NEL.......c.ccverieiieieee e, (25) (326)
Gain (loss) on sale of hotels, net of INCOME taX..........ccoovvviriieieniiinieeins 6,031 (1,077)
Charge-off of deferred debt COSES ........ccccoveveiiiiiieie e (119) -
Debt eXtingUISNMENT .......ccueiiiiiiiie e e (782) -
IMINOTILY INTEIESES .. evviieieiie e, (417) (420)
Income from discontinued OPerations.............ccooevevueeieeieereseesesseeseeneeas 8,307 2,932
Depreciation, net of Minority iNtErests ..........ccvcveveiceiieie e, - 4,838
Minority Interest in FEICOr LP........ccooiiiiiiiie e 182 128
Interest expense, net of MINOrity INLErestS ........ccccvevvevevveceeie e, 27 316
EBITDA from discontinued Operations............cccocveveeveeieeneereeseesieenenns 8,516 8,214
Loss (gain) on sale of hotels, net of income tax and minority interests ....  (6,031) 1,077
Charge-off of deferred debt COSES .......cccuviiiiiiiiiiiie e 119 -
Debt extinguishment, net of minority interests...........ccccocevvvvviveeieciesnenns, 692 -
Adjusted EBITDA from discontinued operations ...........cccccceevverveeeene $ 329% $ 9291

Non-GAAP Financial Measures

We refer in this supplement to certain “non-GAAP financial measures.” These measures,
including FFO, Adjusted FFO, EBITDA, Adjusted 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 (“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 the limitations of such measures.
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Non-GAAP Financial Measures (continued)

Reconciliation of Net Income to FFO and Adjusted FFO
(in thousands, except per share and unit data)

Three Months Ended March 31,

2007 2006
Per Share Per Share
Dollars Shares Amount  Dollars Shares Amount
NEt iNCOME.....ccovvreererieciceece e $ 29,162 $ 9,852
Preferred dividends..........ccoooeviieiiiiniennne, (9,678) (9,678)
Net income applicable to common
StOCKNOIdErS ....cvveiiieeeeeee 19,484 61,762 § 0.32 174 59,660 $ -
Depreciation, continuing operations............ 25,051 - 041 22,437 - 0.38
Depreciation, unconsolidated entities and
discontinued operations..............c.cccoeu... 2,863 - 0.05 7,637 - 0.13
Gain on sale of hotels, net of income tax ....  (6,031) - (0.10) 1,077 - 0.02
Gain on sale of unconsolidated entities....... (11,182) - (0.18) - - -
Minority interest in FelCor LP .................... 426 1,355  (0.02) 8 2,663 (0.03)
Conversion of options and unvested
restricted StOCK.........ccoocvveriiiiniiiiinnen, - - - - 316 -
FFO ittt 30,611 63,117 0.48 31,333 62,639 0.50
Abandoned pProjects.........cccocevererenirnnnenn 22 - - - - -
Debt extinguishment loss, net of minority
INTEIESE ..o 692 - 0.02 - - -
Charge-off of deferred financing costs........ 119 - - 667 - 0.01
Adjusted FFO ... $ 31444 63,117 § 0.50 $32,000 62,639 § 0.51
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Non-GAAP Financial Measures (continued)

Reconciliation of Net Income to EBITDA, Adjusted EBITDA and Same-Store EBITDA

(in thousands)

Three Months Ended

March 31,

2007 2006
NEE INCOME ...ttt s et n st nene e $ 29,162 $ 9,852
Depreciation, continuiNg OPEratioNS.............cevverierirneerieeee e 25,051 22,437
Depreciation, unconsolidated entities and discontinued operations................ 2,863 7,637
Minority interest in FelCor Lodging LP..........ccevviievieiice e 426 8
INTEIEST EXPEINSE. ... it eeitie ettt ettt etttk sttt e st e e e nnne e e 24,118 31,295
Interest expense, unconsolidated entities and discontinued operations........... 1,574 1,930
AMOITIZATION EXPENSE .....vieiieeiieiteeie s ste ettt sttt ae e sbeeeesreesbeenbesneenae s 1,407 990
2 I SR 84,601 74,149
Gain on sale of hotels, net of INCOME taX ........ccceeeiieiiciice e (6,031) 1,077

Gain on sale of unconsolidated entities ...........cccevvererieerieere e (11,182) -

AN o= To (o] g =T o] o] 1< £ SRS ORSRRS 22 -
Charge-off of deferred finanNCiNg COSES .........oovririririeicieec e 119 667

Debt extinguishment loss, net of minority iNterests ...........ccovvvveiienenieneeee. 692 -
AJJUSTED EBITDA ... 68,221 75,893
Adjusted EBITDA from discontinued operations ...........cccccceveveieeieeieseennnnn (3,296) (9,291)

Gain on sale of cONAOMINIUMS .......cccoiviiiiiieeceece e (3,281) -
Same-Store EBITDA ...t $ 61,644 $ 66,602
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Non-GAAP Financial Measures (continued)

Reconciliation of Adjusted EBITDA to Hotel EBITDA
(in thousands)

Three Months Ended

March 31,
2007 2006
AdJUSTED EBITDA ...t $ 68,221 $ 75,893
Retail space rental and other reVeNUEe ...........ccocoeiieiiiiiic e (131) (27)
Adjusted EBITDA from discontinued operations .............cccceeeveieeiverieseenen, (3,296)  (9,291)
Equity in income from unconsolidated subsidiaries (excluding interest and
depreciation EXPENSE) .....c.vcuiiieiieeieeee st esteeee e ste et sre et e e e (6,404)  (6,698)
Minority interest in other partnerships (excluding interest and depreciation
BXPEIISE) ...tttk ekttt e bt bbb bR Rttt n b bt 125 (151)
Consolidated hotel 16ase EXPENSE .........ocvevieiieiieiieee e 14,259 13,599
Unconsolidated taxes, insurance and lease eXPense .........ccccecvevvevvereeseeinennns (1,703)  (1,583)
INEEIESE INCOIME.... .ottt re e sraenre s (1,247) (789)
Corporate expenses (excluding amortization eXPenSe) ........ccoceveerveseereernenn. 5,380 4,814
Gain on sale of CONAOMINIUMS .........ooiiiiiiieiee e (3,281) -
HOLEI EBITDA ...ttt bbb ans $ 71,923 §$ 75,767

Reconciliation of Net Income to Hotel EBITDA
(in thousands)

Three Months Ended

March 31,
2007 2006
NET INCOMIE ..ttt ettt b e e b s b e b seebe st e s enesrenens $ 29,162 $ 9,852
DiSCONLINUET OPEIALIONS.........eveeiiitiitieieeieie ettt (8,307)  (2,932)
Equity in income from unconsolidated entities ..........cccccovvvvieieneiencnenene (12,771)  (1,948)
MINOFIEY TNTEIESES ...t (37) (610)
Consolidated hotel 18aSe EXPENSE........ccviieriirieieieriiseeee e 14,259 13,599
Unconsolidated taxes, insurance and 1ease eXPense .........ccccvvveververreseesieenenns (1,703)  (1,583)
INTErESt EXPENSE, NEL.......iiiiieie ittt nnne e 22,872 30,508
Charge-off of deferred finanCiNg COSES .........cccoveiiiiiiiiiieeeee e, - 667
COrPOTAtE BXPENSES ....uvietieeitie sttt eteesieeesteesseeesbeessbeesbeessbeesbeeasbeesbeeenbessaneanbeeanne 6,787 5,804
DEPIECIALION ...ttt 25,051 22,437
FAN o= To [o] g =T I o] £ o] 1= £ PSSR 22 -
Gain on sale of cONAOMINIUMS ........ccveiiiiiiiiice e, (3,281) -
Retail space rental and other reVENUE ..........cccveiieiieie i (131) (27)
HOLEI EBITDA ... .ottt sttt bbb e nne s $ 71,923 $ 75,767
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Non-GAAP Financial Measures (continued)

Hotel EBITDA and Hotel EBITDA Margin
(dollars in thousands)

Three Months Ended

March 31,
2007 2006
TOAl FEVENUE ..ot $ 248,672 $ 251,407
Retail space rental and other reVeNUE ............ccoveveiiieiecce e (131) (27)
Hotel Operating rEVENUE..........ccveiieeieiiesie ettt 248,541 251,380
Hotel Operating EXPENSES ........cveivieiieiieieecie et st e et reenne s (176,618) (175,613)
HOLEI EBITDA ...ttt sttt sane e $§ 71923 $ 75,767
Hotel EBITDA MarQiN.....ccoiiiiiiieiieeie ettt 28.9% 30.1%

Reconciliation of Ratio of Operating Income to Total Revenue to Hotel EBITDA Margin

Three Months Ended

March 31,
2007 2006
Ratio of operating income to total reVeNUE...........coceviviiiciene e, 11.2% 14.1%
Retail space rental and other reVenUE............cccccevveiecie i (0.1) -
Unconsolidated taxes, insurance and lease eXpense .........ccocuereereneeseennns, 0.7) (0.6)
Consolidated hotel 16aSe EXPENSE.........cccveiiereeieieere e 5.7 5.4
COIPOTALE EXPENSES ....eveeiueieiteiatieateeesteesieeasteessseesseesseesseeabeeaseeanseesaneanneesnes, 2.7 2.3
DT o CcToT - £ 0] o SRR 10.1 8.9
Hotel EBITDA MAIGIN ...c..oiiiiieieiie ettt 28.9% 30.1%

Hotel Operating Expense Composition
(dollars in thousands)

Three Months Ended

March 31,
2007 2006

Reconciliation of total operating expense to hotel operating expense:

Total OPEerating EXPENSES .....c.cververveirerieiteie e eree e e e se e sre e ere e e e, $ 221,034 $ 215,870
Unconsolidated taxes, insurance and lease eXpense .........ccocveeereerennnns 1,703 1,583
Consolidated hotel 16ase EXPENSE .......ccvevveierieerreie e (14,259) (13,599)
COrPOrate EXPENSES ... .eeeeeeueiesieeeeeeaireesteeaseeesieessbeesbeesneesseesreessneaneessneans (6,787) (5,804)
AN o= ToT0 (o] g =To o] £0] 1< £ SRS (22) -
DEPIECIALION ....cuviitietiiie ettt st b e sbe e nre e (25,051) (22,437)

Hotel Operating EXPENSES ......c.civevieiieiieiiee et se et $ 176,618 $ 175,613
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Non-GAAP Financial Measures (continued)

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, Adjusted FFO, EBITDA, Adjusted EBITDA, Same-Store
EBITDA, Hotel EBITDA and Hotel EBITDA margin, are not measures of operating performance
under GAAP. However, we consider these non-GAAP measures to be supplemental measures of a
hotel REIT’s performance and should be considered along with, but not as an alternative to, net
income as a measure of our operating performance.

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 (“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 other REITs 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.

Adjustments to FFO and EBITDA

We adjust FFO and EBITDA when evaluating our performance because management believes
that the exclusion of certain additional recurring and non-recurring items such as those described
below provides useful supplemental information to investors regarding our ongoing operating
performance and that the presentation of Adjusted FFO, Adjusted EBITDA and Same-Store EBITDA,
when combined with GAAP net income, EBITDA and FFO, is beneficial to an investor’s better
understanding of our operating performance.

e Gains and losses related to early extinguishment of debt and interest rate swaps — We
exclude gains and losses related to early extinguishment of debt and interest rate swaps
from FFO and EBITDA because we believe that it is not indicative of ongoing operating
performance of our hotel assets. This also represents an acceleration of interest expense or
a reduction of interest expense, and interest expense is excluded from EBITDA.
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Non-GAAP Financial Measures (continued)

o Impairment losses — We exclude the effect of impairment losses in computing Adjusted
FFO and Adjusted EBITDA because we believe that including these is not consistent with
reflecting the ongoing performance of our remaining assets. Additionally, we believe that
impairment charges represent accelerated depreciation and depreciation is excluded from
FFO by the NAREIT definition and from EBITDA.

o Cumulative effect of a change in accounting principle — Infrequently, the Financial
Accounting Standards Board promulgates new accounting standards that require the
consolidated statements of operations to reflect the cumulative effect of a change in
accounting principle. We exclude these one-time adjustments in computing Adjusted FFO
and Adjusted EBITDA because they do not reflect our actual performance for that period.

In addition, to derive Adjusted EBITDA, we adjust EBITDA for gains or losses on the sale of
assets because we believe that including them in EBITDA is not consistent with reflecting ongoing
performance of our remaining assets. Additionally, the gain or loss on sale of depreciable assets
represents either accelerated depreciation or excess depreciation in previous periods, and depreciation
is excluded from EBITDA.

To derive Same-Store EBITDA, we make the same adjustments to EBITDA as for Adjusted
EBITDA and, additionally, exclude EBITDA from discontinued operations and gains and losses from
the disposition of non-hotel related assets.

Hotel EBITDA and Hotel EBITDA Margin

Hotel EBITDA and Hotel EBITDA margin are commonly used measures of performance in
the 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,
these measures facilitate comparisons with other hotel REITs and hotel owners. We present Hotel
EBITDA and Hotel EBITDA margin by eliminating corporate-level expenses, depreciation 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 with respect to the
ongoing operating performance of our hotels and the effectiveness of management on a property-
level basis. We eliminate depreciation and amortization, even though they are property-level
expenses, because 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 diminish
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 hotels.
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Non-GAAP Financial Measures (continued)
Limitations of Non-GAAP Measures

The use of these non-GAAP financial measures has certain limitations. FFO, Adjusted FFO,
EBITDA, Adjusted EBITDA, Same-Store EBITDA, Hotel EBITDA and Hotel EBITDA margin, as
presented by us, may not be comparable to FFO, Adjusted FFO, EBITDA, Adjusted EBITDA, Same-
Store 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 and
interest or capital expenditures. 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 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 w