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PART I. -- FINANCIAL INFORMATION

Item 1. Financial Statements
FELCOR LODGING LIMITED PARTNERSHIP

CONSOLIDATED BALANCE SHEETS
(unaudited, in thousands)

June 30, December 31,
2009 2008
ASSETS
Investment in hotels, net of accumulated depreciation of $885,794 at
June 30, 2009 and $816,271 at December 31, 2008..........cccevvrereiersiieeesnens $ 2,249,297 $ 2,279,026
Investment in UNCONSOIAALEd BNTITIES .....cveeiiieereeeeee ettt re e e e e e e e eenes 87,536 94,506
Cash and cash eqUIVAIENES .........c.ceieeieeieeieesie e e see e sneesee e e e sbeesreesreeas 118,508 50,187
e 1[0 (<10 [ o7 ) PSR 17,610 13,213
Accounts receivable, net of allowance for doubtful accounts of $296 at
June 30, 2009 and $521 at December 31, 2008...........ccoceeveviirivirecreeiree e 33,022 35,240
Deferred expenses, net of accumulated amortization of $11,443 at
June 30, 2009 and $13,087 at December 31, 2008..........ccocvevevvrriirerrieennen. 11,006 5,556
(@)1 LT XY= K 40,356 34,541
TOAL ASSEES .. evii ittt ettt ettt s et e st e st e st e e s e s e sre e e s teesbeeesrbeesreean $ 2,557,335 $ 2,512,269
LIABILITIES AND PARTNER’ CAPITAL
Debt, net of discount of $1,274 at June 30, 2009 and $1,544 at
D LETo=Y ] oY= 2 00 $ 1,636,561 $ 1,551,686
Preferred distributions payable............coooviveiiiiiieic e 18,223 8,545
Accrued expenses and other [iabilities ..........ccocoveiiiiii i 130,220 132,604
TOtAl HADIIEIES ...ttt et e e e e s s e b 1,785,004 1,692,835
Commitments and contingencies
Redeemable units at redemption value, 296 units issued and outstanding at
June 30, 2009 and December 31, 2008...........cocvvveviiriiieeiie e 728 545
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 June 30, 2009 and December 31, 2008 ...........cccccerervenene. 309,362 309,362
Series C Cumulative Redeemable Preferred Units, 68 units issued and
outstanding at June 30, 2009 and December 31, 2008 ............ccccccvevvernnnns 169,412 169,412
Common units, 69,413 units issued and outstanding at June 30, 2009 and
DECEMBDET 31, 2008 .......eeeiieeieiieieierieesireesereeeseeesseesasesesseesssessaseesaressssseesns 251,264 300,913
Accumulated other comprehensive INCOME .........cccccvvveevieeiieeie e 17,868 15,418
Total FelCor LP partners’ capital..........cccccveeiveiiieiieiieiieesreesreesreeennes 747,906 795,105
NONCONTIOIING INTEIESES....cviiiiiiiiece e 23,697 23,784
Total partners’ Capital........cocooeiieiiieie e 771,603 818,889
Total liabilities and partners’ capital ............cccceviiviiiiiieie e, $ 2,557,335 $ 2,512,269

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



FELCOR LODGING LIMITED PARTNERSHIP
CONSOLIDATED STATEMENTS OF OPERATIONS
For the Three and Six Months Ended June 30, 2009 and 2008
(unaudited, in thousands, except for per unit data)

Three Months Ended

Six Months Ended

June 30, June 30,
2009 2008 2009 2008
Revenues:
Hotel operating reVeNUE............ccceevvvevevereeeresierenene, $ 241,580 $ 305,237 $ 475,582 $ 596,784
Other FEVENUE .....c.ccverviieieicre e 988 931 1,274 1,259
TOAl FEVENUES ..ot see e eaeessneessnee e 242,568 306,168 476,856 598,043
Expenses:
Hotel departmental eXpenses........cccevvererereereeruennes 83,858 100,137 165,436 197,263
Other property related COSES.......cccoverveviriererieiaeenen 65,912 76,574 133,219 153,699
Management and franchise fees.........cccccovvvrcvrieereennn. 11,410 15,973 22,917 31,875
Taxes, insurance and lease eXpense.........ccoceverernen. 25,025 28,862 50,056 58,166
COrpOrate EXPENSES. ....ecveereeeeeireeseeseesseesseesseasseenes 5,236 4,864 11,358 11,691
Depreciation and amortization..............ccccceeerenennne 36,657 35,072 74,042 68,840
IMPAIrMENT 0SS ...vevvieeeieiiecieeie e see e nee e aneas - - 1,368 17,131
Other EXPENSES.......cvcveieiieiie et 1,801 900 2,497 1,833
Total operating eXPENSES .......ccveeerverereerieseeseeeeseenes 229,899 262,382 460,893 540,498
Operating iNCOME ......cccceevverierirree e, 12,669 43,786 15,963 57,545
Interest EXPenSe, NEL ......c.covieieerieiiieie e (22,782) (24,769) (44,074) (50,772)
Charges related to debt extinguishment.................... (594) - (594) -
Income (loss) before equity in income (loss) from
unconsolidated entities ......cceevvevvveeeeveeeeeiciee e e, (10,707) 19,017 (28,705) 6,773
Equity in income (loss) from unconsolidated
BNLITIES Lo (261) 2,331 (3,685) 1,709
Gain on involuntary CONVErsion ..........cccccevevveeveanenn. - 3,095 - 3,095
Income (loss) from continuing operations................... (10,968) 24,443 (32,390) 11,577
Discontinued Operations ...........ccocevceereereseseeseesuennes - - - (13)
Net income (10SS)......cvvevviiieieriese e (10,968) 24,443 (32,390) 11,564
Net loss (income) attributable to noncontrolling
1] =] T (324) (890) (108) (961)
Net income (loss) attributable to FelCor LP................ (11,292) 23,553 (32,498) 10,603
Preferred distributions ............ccocevernienieieisiesesienns (9,678) (9,678) (19,356) (19,356)
Net income (loss) applicable to FelCor LP common
UNIthOIAETS ..o $ (20970) $ 13875 $ (51,854) $ (8,753)
Basic and diluted per common unit data:
Net income (loss) from continuing operations
attributable to FelCor LP common unitholders ...... $ (033) % 021 $ (0.82) $ (0.15)
Net income (loss) attributable to FelCor LP
common UNitholders............ccceevevevvivercccieieee $ (033) $ 021 $ (082) $ (0.15)
Basic and diluted weighted average common units
OULSEANAING ..vvveeeeceeee e 63,397 63,176 63,428 63,173
Cash distributions declared on common units.............. $ - $ 035 $ = $ 0.70

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



FELCOR LODGING LIMITED PARTNERSHIP

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)
For the Three and Six Months Ended June 30, 2009 and 2008
(unaudited, in thousands)

Three Months Ended Six Months Ended
June 30, June 30,
2009 2008 2009 2008
Net iNCOME (I0SS)....c.vuvveveririiieiciecie et $(10,968) $ 24,443 $ (32,390) $ 11,564
Foreign currency translation adjustment.............cccceeeenenn, 4,159 242 2,450 (1,488)
Comprehensive income (10SS) .......coverererereiesiesenieens (6,809) 24,685 (29,940) 10,076
Comprehensive loss (income) attributable to
noncontrolling INterests ..........ccovvvvevievievenieere e, (324) (890) (108) (961)

Comprehensive income (loss) attributable to FelCor LP...$ (7,133) $ 23,795 $ (30,048) $ 9,115

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



FELCOR LODGING LIMITED PARTNERSHIP
CONSOLIDATED STATEMENTS OF PARTNERS’ CAPITAL

For the Year Ended December 31, 2008 and the Six Months Ended June 30, 2009
(unaudited, in thousands)

Accumulated

Other
Preferred Partnership Comprehensive Noncontrolling  Comprehensive Total Partners’
Units Units Income (Loss) Interests Income (Loss) Capital

Balance at December 31, 2007 $478,774 $ 490,979 $ 27,450 $ 25,264 $ 1,022,467
FelCor restricted stock compensation - 4,956 - - 4,956
Contributions - - - 565 565
Distributions - (93,868) - (3,236) (97,104)
Allocation to redeemable units - 20,562 - - 20,562
Costs related to FelCor’s shelf registration - (38) - - (38)
Comprehensive loss:

Foreign exchange translation - - (12,032) - $  (12,032)

Net income (loss) - (121,678) - 1,191 (120,487)
Comprehensive loss $ (132,519) (132,519)
Balance at December 31, 2008 478,774 300,913 15,418 23,784 818,889
FelCor restricted stock compensation - 2,596 - - 2,596
Contributions - - - 362 362
Distributions - (19,356) - (725) (20,081)
Allocation to redeemable units - (183) - - (183)
Other - (208) - 168 (40)
Comprehensive loss:

Foreign exchange translation - - 2,450 - $ 2,450

Net income (loss) - (32,498) - 108 (32,390)
Comprehensive loss $  (29,940) (29,940)
Balance at June 30, 2009 $478,774 $ 251,264 $ 17,868 $ 23,697 $ 771,603

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



FELCOR LODGING LIMITED PARTNERSHIP

CONSOLIDATED STATEMENTS OF CASH FLOWS
For the Six Months Ended June 30, 2009 and 2008
(unaudited, in thousands)

Six Months Ended

June 30,
2009 2008
Cash flows from operating activities:
INET INCOME (I0SS) ...viuviuieuiiieiteiieeete et sttt teste st et erestesse s esessessesseseasessesseseebessesenseresrenaens $ (32,390) $ 11,564
Adjustments to reconcile net income (loss) to net cash provided by operating
activities:
Depreciation and amortiZation ..........cc.eieieeieeieieieeeesese e eseeseesreseesee e e sneens 74,042 68,840
Gain on iNVoluNtary CONVEISION ...........cccveieiiiiiiiieeieiecte sttt - (3,095)
Amortization of deferred financing fees and debt discount............cccccevevrvencnne. 1,722 1,459
Amortization of unearned officers’ and directors’ compensation..................... 2,802 2,722
Equity in loss (income) from unconsolidated entities..........c.ccoverereiereiininenns 3,685 (1,709)
Distributions of income from unconsolidated entities ............c.ccocecvveieicinenn, 1,388 1,344
Charges related to debt extinguiShmeNt............cocveveiiiiieiieeie e 594 -
Impairment 10SS 0N NOtEIS ........ccveiiiiiicc s 1,368 17,131
Changes in assets and liabilities:
ACCOUNES FECEIVADIE ........oiiieiieiecie et (751) (7,688)
Restricted cash — OPEIatiONS........c.ciiiuiieeiieieiie e se e seesresresreeseesresneeneennens (676) (1,337)
ONBE ASSELS ....vviiiviee ettt et ee ettt ettt e et e et e st e e bt e e eat e e satesste e s bt e e sbteesrbeesrbeesbeas (8,302) 4,219
Accrued expenses and other labilities.........cccoevivieeieereie e 3,075 4,103
Net cash flow provided by operating activities..........c.ccccocevvvrvereiesinnnnns 46,557 97,553
Cash flows from investing activities:
Improvements and additions t0 NOTelS ...........ccccveveiiiiiieec e (45,539) (73,625)
Additions to condoMINIUM PrOJECE ......cveieiuiiiieeiesie e esee e sre e sre e eneesaesresreeneenes (88) (510)
Proceeds received from property damage iNSUFANCE..........cccueveereereerieerieerieerieesieaneas - 2,005
Decrease in restricted cash — INVESTING ......ooovieerieiiiiieeieie e (1,255) 1)
Redemption of iNVeStMENt SECUITIES ......ccvviiiieiere e 632 3,560
Cash distributions from unconsolidated eNntitiesS ..........occveveieiiiiiiiii e 3,200 21,608
Capital contribution to unconsolidated entities..........ccocevvvivvieieriiiiie e, (409) (5,995)
Net cash flow used in investing aCtiVitiesS.........cc.cvvvererieiiesieeieeieseseanens (43,459) (52,958)
Cash flows from financing activities:
Proceeds from DOMTOWINGS ......ooveiiiieeiesiesiesieeie e stesie e seestesnesneesaesnesnesneenseseeseesneenneses 418,382 103,258
Repayment 0f DOFTOWINGS. ......cveiviiiiiciec e (336,243) (68,599)
Payment of deferred financing fEES ........cccvviiieiiii e (7,343) 7)
Distributions paid to noncontrolling interests...........ccocevvvevieiiiiiicicccce e (725) (1,944)
Contributions from noncontrolling INtErestS ........cccvvieiieereierieiiese e 362 537
Distributions paid to preferred unitholders ...........c.coovviveiiiiiiccc e (9,678) (19,356)
Distributions paid to common UNItNOIAETS........cccvieiierieiie e - (45,005)
Net cash flow provided by (used in) financing activities.............c.cc.coe... 64,755 (31,116)
Effect of exchange rate changes 0N Cash ..........cccvveeieieiiie e 468 (226)
Net change in cash and cash eqUIVAIENTS ............ccecvviiiiiiicic e 68,321 13,253
Cash and cash equivalents at beginning Of PEriods...........cevereiiiiieeieiieiieseee e, 50,187 57,609
Cash and cash equivalents at end of PEriOdS.........ccccvveieiiiicici e $ 118,508 70,862
Supplemental cash flow information — interest paid...........ccccoceviiiiiiecicie i, $ 43,187 52,426

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



FELCOR LODGING LIMITED PARTNERSHIP
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. Organization

FelCor Lodging Limited Partnership, or FelCor LP, held ownership interests in 87 hotels with
approximately 25,000 rooms and suites at June 30, 2009. 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 June 30, 2009, FelCor owned a
greater than 99% partnership interest in FelCor LP.

Of the 87 hotels in which we had an ownership interest at June 30, 2009, we owned a 100% interest in 66
hotels, a 90% or greater interest in entities owning four hotels, an 81% interest in an entity owning one hotel, a 60%
interest in an entity owning one hotel and a 50% interest in entities owning 15 hotels. We leased 86 of our hotels to
operating lessees and one 50%-owned hotel is operated without a lease.

We consolidate the operating lessees of 85 of our hotels (which we refer to as our Consolidated Hotels) in
our statement of operations (i.e. we record 100% of hotel operating revenues and expenses before noncontrolling
interests) because we have controlling interests in these operating lessees. Our Consolidated Hotels include lessees
for 13 of the 15 hotels in which we had a 50% ownership interest at June 30, 2009 (because we own majority
ownership interests in the operating lessees for these 13 hotels). We do not consolidate hotel operating revenues
and expenses of our other two 50% owned hotels.

At June 30, 2009, we had an aggregate of 64,985,265 redeemable and common units of FelCor LP
outstanding.

The following table illustrates the distribution of our 85 Consolidated Hotels among our various brands at
June 30, 2009:

Brand Hotels  Rooms
Embassy SUites HOtEIS® ............o.ovueeeeeeeeeeeeeeeeeeeeeeeeeeee e 47 12,132
HOIIAAY INN® ... 17 6,306
Sheraton® and WESEIN® .........ovoveeeeeeeeeeeeeeee oo 9 3,217
DOUDIELIEE® ... 7 1,471
Marriott® and RENAISSANCE®..........oveoveereereereeeeereseeesesseeeeeereenen 3 1,321
HITEON® .ooooeoe e 2 559
TOtal NOLEIS.....cveeeeeeee e, 85

At June 30, 2009, 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 52% of our hotel room revenues were generated from hotels in these three states during
20009.

At June 30, 2009, 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. Our six-month period ended June 30, 2009 includes the results of operations for
our Marriott-managed hotels for the twenty four-week period ended June 19, 20009.



FELCOR LODGING LIMITED PARTNERSHIP
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1. Organization — (continued)

The information in our consolidated financial statements for the three and six months ended June 30, 2009
and 2008 is unaudited. Preparing financial statements in conformity with accounting principles generally accepted in
the United States of America, or GAAP, requires management to make estimates and assumptions that affect the
amounts reported in the financial statements and accompanying notes. Actual results could differ from those
estimates. The accompanying financial statements for the three and six months ended June 30, 2009 and 2008,
include adjustments based on management’s estimates (consisting of normal and recurring accruals), which we
consider necessary for a fair presentation of the results for the periods. The financial information should be read in
conjunction with the consolidated financial statements for the year ended December 31, 2008, included in our Annual
Report on Form 10-K. Operating results for the three and six months ended June 30, 2009 are not necessarily
indicative of actual operating results for the entire year.

2. Investment in Unconsolidated Entities

We owned 50% interests in joint ventures that owned 15 hotels at June 30, 2009 and 17 hotels at
December 31, 2008. We also own a 50% interest in joint ventures that own real estate in Myrtle Beach, South
Carolina, provide condominium management services and lease one hotel. 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 depreciation of our excess basis in investment in unconsolidated entities when 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):

June 30, December 31,
2009 2008
Balance sheet information:

Investment in hotels, net of accumulated depreciation........... $ 274332 $ 290,504
TOLAl ASSELS ...vvveecee ettt st $ 293,146 $ 317,672
D =] ) $ 200,478 $ 224,440
Total HabIlITIES......vveicveiiceiieee s $ 224,790 $ 233,296
EQUILY oo $ 68,356 3 84,376

Our unconsolidated entities’ debt at June 30, 2009 and December 31, 2008 consisted entirely of non-
recourse mortgage debt.



FELCOR LODGING LIMITED PARTNERSHIP
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
2. Investment in Unconsolidated Entities — (continued)

The combined statement of operations information for our unconsolidated entities is summarized as follows
(in thousands):

Three Months Ended Six Months Ended
June 30, June 30,
2009 2008 2009 2008
TOtal FEVENUES.......vveeieieieieieieieieisiee et $ 18,182 $27,010 $ 32920 $ 45,953
Net inCOME (10SS) ....c.cveervrirereriiieiieeeeee e $ 374 $ 5465 $ (1425) $ 5,286
Net income (loss) attributable to FelCor LP................. $ 187 $ 2,798 $ (703) $ 2,643
IMPAIMENE 10SS..........veoveeeeeeeeeeeeeee e - - (2,068)® -
Depreciation of cost in excess of book value................ (448) (467) (914) (934)

Equity in income (loss) from unconsolidated entities...$ (261) $ 2,331 $ (3685 $ 1,709

(@ Inthe first quarter of 2009, one of our unconsolidated investments recorded an impairment charge for one
of its held-for-sale assets under the provisions of SFAS 144. The SFAS 144 impairment recorded by the
unconsolidated entity was based on a sales contract for one of the entity’s assets (a Level 1 input under
SFAS 157) which closed on April 23, 2009. As a result of this charge, the net book value of the joint
venture’s assets no longer supported the recovery of our investment. Therefore, we recorded an additional
impairment charge to reduce our investment in this joint venture to zero. We have no obligation to provide
this joint venture with future funding.

The components of our investment in unconsolidated entities are summarized as follows (in thousands):

June 30, December 31,
2009 2008
Hotel-related INVESIMENTS ........oiieiiiiie ittt sre e s sraessbee s $ 22,996 $ 31,102
Cost in excess of book value of hotel iINVEStMENTS .......cc.eeevveeveeieieeeeeeeeee, 53,358 51,933
Land and condominium INVESTMENTS ......eeieeueieiiiieieeeiiiee s eirieesereeeessineeessneeas 11,182 11,471

$ 87,536 $ 94,506

The components of our equity in income (loss) from unconsolidated entities are summarized as follows (in
thousands):

Three Months Ended Six Months Ended
June 30, June 30,
2009 2008 2009 2008
Hotel INVESIMENTS .........cocveveiiieieicceeeeee e $ @71) $ 2071 $ (319) $ 2,103
Other INVESIMENTS ......ccveiviiecieiee e 110 260 (489) (394)

Equity in income (loss) from unconsolidated entities.....$ (261) $ 2331 $ (3,685) $ 1,709

In 2009, a 50%-owned joint venture entity sold the Ramada Hotel in Hays, Kansas and the Holiday Inn in
Salina, Kansas, for aggregate gross proceeds of $5.3 million. All proceeds from these sales were used to repay the
associated mortgage debt.

10



FELCOR LODGING LIMITED PARTNERSHIP

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Debt
Debt at June 30, 2009 and December 31, 2008 consisted of the following (in thousands):
Balance Outstanding
Encumbered  Interest Rate at June 30, December 31,
Hotels June 30, 2009 Maturity Date 2009 2008
Senior term notes none 9.00%® June 2011 $ 299539 $ 299414
Senior term notes none L +1.875 December 2011 215,000 215,000
Line of credit® none - } - 113,000
Total line of credit
and senior debt 6.50© 514,539 627,414
Mortgage debt 12 hotels L +0.93@ November 2011® 250,000 250,000
Mortgage debt® 9 hotels L + 3.509 August 2011 200,800 -
Mortgage debt 2 hotels L +1.55% May 20129 176,411 176,267
Mortgage debt 8 hotels 8.70 May 2010 160,217 162,250
Mortgage debt™® 7 hotels 9.02 April 2014 119,374 117,131
Mortgage debt 6 hotels 8.73 May 2010 114,533 116,285
Mortgage debt 5 hotels 6.66 June - August 2014 71,724 72,517
Mortgage debt 2 hotels 6.15 June 2009 14,399 14,641
Mortgage debt 1 hotel 5.81 July 2016 11,941 12,137
Capital lease and other 1 hotel 9.70 various 2,623 3,044
Total mortgage debt 53 hotels 5.23© 1,122,022 924,272
Total 5.63%" $ 1,636,561 $ 1,551,686
(@) Our senior notes are currently rated B2 and B by Moody’s Investor Service and Standard & Poor’s Rating
Services, respectively. As a result of rating downgrading of our senior notes, the interest rate on our fixed-
rate senior notes was increased by 50 basis points to 9.0%, effective February 13, 2009. If either Moody’s or
Standard & Poor’s increases our senior note ratings to Ba3 or BB-, respectively, the interest rate would
decrease to 8.5%.
(b) We terminated and repaid all outstanding obligations under our line of credit in the second quarter of 2009.
(c) Interest rates are calculated based on the weighted average debt outstanding at June 30, 2009.
(d) We have purchased an interest rate cap that caps LIBOR at 7.8% and expires in November 2009 for this
notional amount.
(e) The maturity date assumes that we will exercise the remaining two one-year extension options that permit, at
our sole discretion, the current November 2009 maturity to be extended to 2011.
(f)  InJune 2009, we entered into an agreement providing for a $200 million non-recourse term loan secured by
nine hotels.
() LIBOR for this loan is subject to a 2% floor.
(h) This loan can be extended for as many as two years, subject to satisfying certain conditions that we expect to
satisfy.
(i)  We have purchased interest rate caps (aggregate notional amounts of $177 million) that cap LIBOR at 6.5%
and expire in May 2010.
(i) We have exercised the first of three successive one-year extension options that extend, at our sole discretion,
the maturity to 2012.
(k) This debt was refinanced in March 20009.
() These loans matured in June 2009 but remain unpaid and are in default. We have begun discussions with the

special servicer to extend the maturity.
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FELCOR LODGING LIMITED PARTNERSHIP
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

3. Debt — (continued)

We reported interest expense of $22.8 million and $24.8 million for the three months ended June 30, 2009
and 2008, respectively, which is net of: (i) interest income of $0.1 million and $0.4 million, respectively, and
(ii) capitalized interest of $0.2 million and $0.3 million, respectively. We reported interest expense of $44.1 million
and $50.8 million for the six months ended June 30, 2009 and 2008, respectively, which is net of: (i) interest income
of $0.3 million and $1.0 million, respectively, and (ii) capitalized interest of $0.4 million and $0.7 million,
respectively.

In June 2009, we obtained a $200 million non-recourse term loan secured by nine hotels. This loan bears
interest at LIBOR (subject to a 2% floor) plus 350 basis points and matures in 2011. This loan can be extended for
as many as two years, subject to satisfying certain conditions that we expect to satisfy. We have the right to prepay
the loan and/or obtain partial release of one or more of the mortgages, subject to certain conditions. The proceeds
from this new loan will be used for general corporate purposes.

In June 2009, we repaid the $128 million balance under our line of credit, which was then terminated. By
terminating our line of credit, we eliminated certain restrictive corporate debt covenants. We wrote off loan costs of
$594,000 associated with this facility.

In March 2009, we entered into a loan agreement with The Prudential Insurance Company of America
secured by seven hotels. The proceeds of the loan were used to repay the balance of an existing loan secured by the
same properties that would have matured on April 1, 2009. The new loan matures in 2014 and bears interest at
9.02%. We have the right to prepay the loan and/or obtain partial release of one or more of the mortgages, subject
to certain conditions.

We have two non-recourse mortgage loans with an aggregate principal amount of $14 million (each secured
by one hotel) that matured in June 2009 but remain unpaid and are in default. Although we have sufficient liquidity
to repay these loans, we believe that using our available cash, under current circumstances, to repay these loans may
not be prudent. These loans are serviced by a third-party servicer on behalf of the investors in a larger pool of loans
that includes these loans. That servicer would not engage in discussions with us to extend the maturity dates unless
and until the loans were in default; consequently, we withheld payment and permitted the loans to go into default.
We have now begun negotiations with the special servicer to extend the maturity of these loans. We can provide no
assurances that we will be able to extend the maturity of these loans on acceptable terms. If we are unsuccessful in
our efforts to extend the maturity of these loans, we have the right to repay the amounts outstanding under either or
both loans (in which case, we could then sell or refinance the hotels now or in the future) or, in the alternative, allow
the lenders to foreclose on either hotel or both hotels.

4, Hotel Operating Revenue, Departmental Expenses and Other Property Operating Costs

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

Three Months Ended Six Months Ended
June 30, June 30,
2009 2008 2009 2008
ROOM FEVENUE ... $ 190,388 $ 239,689 $ 373,388  $ 469,821
Food and beverage revenue ...........ccocevveveieresvennnne. 36,303 49,010 73,416 95,518
Other operating departments............ccoceeveerieresesieennens 14,889 16,538 28,778 31,445
Total hotel operating reVenue ..........ccccceeevevennane. $241580 $ 305,237 $ 475582 $596,784
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FELCOR LODGING LIMITED PARTNERSHIP

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

4, Hotel Operating Revenue, Departmental Expenses and Other Property Operating Costs —

(continued)

For the three and six-month periods ended June 30, 2009 and 2008, nearly all of our revenue was comprised
of hotel operating revenue, which included room revenue, food and beverage revenue, and revenue from other hotel
operating departments (such as telephones, 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, which are recorded as a bad debt expense. The remainder of our revenue was derived from other sources.

Hotel departmental expenses were comprised of the following (in thousands):

Food and beverage..........ccoovveeeveneneeienese e
Other operating departments...........ccccceverereeenenn.

Total hotel departmental expenses...............

Food and beverage.........ccocovveeerereneereneseene
Other operating departments............ccccevereseenens

Total hotel departmental expenses..............

Three Months Ended June 30,

2009 2008

% of Total % of Total
Hotel Hotel

Operating Operating

Amount Revenue Amount Revenue

.............. $ 49,039 203% $ 56,871 18.6 %
.............. 28,534 11.8 36,096 11.8
.............. 6,285 2.6 7,170 2.4

.............. $ 83,858 34.7% $ 100,137 32.8%

Six Months Ended June 30,

2009 2008

% of Total % of Total
Hotel Hotel

Operating Operating

Amount Revenue Amount Revenue

.............. $ 95,539 20.1% $ 111,523 18.7 %
............... 57,405 12.1 71,542 12.0
............... 12,492 2.6 14,198 2.4

............... $ 165,436 348% $ 197,263 33.1%

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

Hotel general and administrative expense

Marketing........oocovveeereiiseeeere e
Repair and maintenance............ccceeeveveieseeeennenns
ULIHIEIES <o

Total other property operating costs

Three Months Ended June 30,

2009 2008

% of Total % of Total
Hotel Hotel

Operating Operating

Amount Revenue Amount Revenue

................. $ 20,998 8.7% $ 24,887 8.2%
................. 20,032 8.3 24,052 7.9
................. 12,484 5.2 14,390 4.7
................. 12,398 5.1 13,245 4.3

................. $ 65912 273% $ 76,574 25.1%
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FELCOR LODGING LIMITED PARTNERSHIP
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

4, Hotel Operating Revenue, Departmental Expenses and Other Property Operating Costs —
(continued)

Six Months Ended June 30,

2009 2008

% of Total % of Total
Hotel Hotel

Operating Operating

Amount Revenue Amount Revenue

Hotel general and administrative eXpense ........ccccoceveeeenenne. $ 42,616 9.0% $ 50,148 8.4%
MaArKEtiNG......cviiveiieiccece e 39,957 8.4 47,990 8.1
Repair and mainteNancCe...........ccovevereereeresesieesieseseseeseennes 25,468 5.3 29,151 49
UTHTIEIES 1.ttt s 25,178 5.3 26,410 4.4

Total other property operating COSES.........cccoerervereeanenn. $ 133,219 28.0% $ 153,699 25.8%

Hotel departmental expenses and other property operating costs include hotel employee compensation and
benefit expenses of $73.6 million and $86.1 million for the three months ended June 30, 2009 and 2008,
respectively, and $147.7 million and $170.8 million for the six months ended June 30, 2009 and 2008, respectively.

5. Taxes, Insurance and Lease Expense

Taxes, insurance and lease expense were comprised of the following (in thousands):

Three Months Ended Six Months Ended
June 30, June 30,
2009 2008 2009 2008
Operating lease eXpense@..........cooovvoeveeeeeceseeeeeeeeeeeeene $ 13,291 $ 18,718 $25538 $ 33,553
Real estate and Other taXes.........coccvereierenenieieisccee 8,684 6,133 17,887 17,008
Property insurance, general liability insurance and other ...... 3,050 4,011 6,631 7,605
Total taxes, insurance and lease eXpense..........ccoevevevenee. $ 25025 ¢ 28,862 $50,056 $ 58,166

(@  Includes 100% of the lease expense related to 13 of our 50% owned unconsolidated hotels (because we own
majority ownership interests in their operating lessees) of $10.9 million and $15.7 million (paid to 13 of our
unconsolidated, 50%-owned ventures) and $2.4 million and $3.0 million of ground lease expense for the
three months ended June 30, 2009 and 2008, respectively, and lease expense related to our 51%-owned
operating lessees of $21.0 million and $27.9 million (paid to 13 of our unconsolidated, 50%-owned ventures)
and $4.6 million and $5.6 million of ground lease expense for the six months ended June 30, 2009 and 2008,
respectively. Operating lease expense includes percentage rent (based on operating results) of $5.5 million
and $10.8 million for the three months ended June 30, 2009 and 2008, respectively, and $9.9 million and
$17.6 million, respectively, for the six months ended June 30, 2009 and 2008.
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FELCOR LODGING LIMITED PARTNERSHIP
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
6. Impairment Charge

Our hotels comprise 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 No. 144 for purposes of determining impairment charges and reporting
discontinued operations.

During 2008, we identified eight hotels as candidates to be sold and tested them for impairment (three no
longer are identified as candidates for sale and five hotels remain sale candidates). Of the hotels tested, two failed
the test under SFAS No. 144. Accordingly, we wrote down these hotel assets to our then current estimate of their
fair market value before selling expenses, which resulted in a $17.1 million impairment charge in the quarter ended
March 31, 2008. During the quarter ended March 31, 2009, we recorded a $1.4 million impairment charge on one
of the five remaining sale candidates based on a third-party offer to purchase (a Level 2 input under SFAS 157) at a
price less than our previously estimated fair value. Under current market conditions, we do not consider a sale to be
probable within the next twelve months (for purposes of determining whether a hotel is held for sale under SFAS
144) until a buyer has completed its due diligence review of the asset, we have an executed contract for sale, and we
have received a substantial non-refundable deposit. The hotels identified as sale candidates continue to be
depreciated over their remaining useful lives.

We may be subject to additional impairment charges in the event that operating results of individual hotels
are materially different from our forecasts, or the economy or lodging industry weakens, or if we shorten our
contemplated holding period for certain of our hotels.

7. Gain on Involuntary Conversion

During the second quarter of 2008, we reached a final settlement of insurance claims related to 2005
hurricane losses and realized a $3.1 million gain from involuntary conversion, as the final proceeds received
exceeded our estimated basis in the assets requiring replacement.

8. Income (Loss) Per Unit

For 2009, we adopted FASB Staff Position No. EITF 03-6-1, “Determining Whether Instruments Granted in
Share-Based Payment Transactions Are Participating Securities” (“FSP EITF 03-6-1"). FSP EITF 03-6-1 addresses
whether instruments granted in share-based payment awards are participating securities prior to vesting, and
therefore, need to be included in the earnings allocation when computing earnings per share under the two-class
method as described in FASB Statement No. 128, “Earnings per Share” (“FAS 128”). In accordance with FSP EITF
03-6-1, unvested share-based payment awards that contain non-forfeitable rights to dividends or dividend equivalents
(whether paid or unpaid) are participating securities and shall be included in the computation of earnings per share
pursuant to the two-class method. FelCor’s unvested restricted shares under its stock compensation program are
participating securities under FSP EITF 03-6-1. As such, all prior-period earnings per unit data presented below are
adjusted retrospectively with no material impact.
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FELCOR LODGING LIMITED PARTNERSHIP
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
8. Income (Loss) Per Unit — (continued)

The computation of basic and diluted income (loss) per unit is as follows (in thousands, except per unit

data):
Three Months Ended Six Months Ended
June 30, June 30,
2009 2008 2009 2008
Numerator:
Income (loss) from continuing operations.............ccceveveveen.. $(10,968) $ 24,443 $ (32,390) $ 11,577
Net income attributable to noncontrolling interests in
other pPartNerships. .........ccocveieiiiierecece e, (324) (890) (108) (961)
Income (loss) from continuing operations attributable
T0 FEICON LP ..o (11,292) 23,553 (32,498) 10,616
Less: Preferred distributions ............cccccoovveviiieienccninnnn, (9,678) (9,678) (19,356 ) (19,356)
Income (loss) from continuing operations applicable
to FelCor LP common unitholders............ccoevereiciinenennns (20,970) 13,875 (51,854 ) (8,740)
Discontinued OPerations ..........ccocoovvereerieseneiese e, - - - (13)
Net income (loss) applicable to FelCor LP common
UNTENOIABLS ... s (20,970) 13,875 (51,854 ) (8,753)
Less: Dividends paid on FelCor’s unvested restricted
StOCK COMPENSALION ......cviieeeeeecce e, - (457) - (943)
Numerator for basic and diluted income (loss)
attributable to FelCor LP common unitholders ................... $(20,970) $ 13418 $ (51854) $ (9,696)
Denominator:
Denominator for basic and diluted income...........c.cccccevnenen, 63,397 63,176 63,428 63,173
Basic and diluted income (loss) per unit data:
Income (loss) from continuing operations attributable
T FEICON P $ (033) $ 021 $ (082) $ (0.15)
Discontinued OPerations ..........cocueverervnieeresieseseene e seeneens 3 - $ - $ - $ -
Net income (loss) attributable to FelCor LP ...........cccceeniene, $ (033) $ 021 $ (082) $ (0.15)

The following securities, which could potentially dilute basic earnings per unit in the future, were not
included in the computation of diluted income (loss) per unit because they would have been antidilutive for the
periods presented (in thousands):

Three Months Ended  Six Months Ended

June 30, June 30,
2009 2008 2009 2008
Series A convertible preferred UNits .........ccocooerveiicienneineeenes 9,985 9,985 9,985 9,985

Series A preferred distributions that would be excluded from net loss applicable to FelCor LP common
unitholders, if these Series A preferred units were dilutive, were $6.3 million for the three months ended both
June 30, 2009 and 2008, and $12.6 million for the six months ended June 30, 2009 and 2008.
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FELCOR LODGING LIMITED PARTNERSHIP
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
9. Suspension of Distributions

We suspended our common distributions in December 2008 and our preferred distributions in March 2009.
Although distributions are not paid unless declared by FelCor’s Board of Directors, unpaid preferred distributions
continue to accrue, and accrued and current preferred distributions must be paid in full prior to payment of any
common distributions. FelCor’s Board of Directors will determine whether to declare future distributions based
upon various factors, including operating results, economic conditions, other operating trends, its financial condition
and capital requirements, as well as FelCor’s minimum REIT distribution requirements.

10. Noncontrolling Interests

Effective January 1, 2009, we adopted the provisions of SFAS 160, “Noncontrolling Interests in
Consolidated Financial Statements,” which establishes and expands accounting and reporting standards for minority
interests (which are recharacterized as noncontrolling interests) in a subsidiary and the deconsolidation of a
subsidiary. As a result of our adoption of this standard, amounts previously reported as minority interests in other
partnerships on our balance sheets are now presented as noncontrolling interests within partners’ capital. The
revised presentation and measurement required by SFAS 160 has been adopted retrospectively.

Also effective with the adoption of SFAS 160, previously reported minority interests have been
recharacterized on the accompanying statement of operations to noncontrolling interests and placed below net
income (loss) before arriving at net income (loss) attributable to FelCor LP.

11. Fair Value of Financial Instruments

In April 2009, the FASB issued FASB Staff Position 107-1 and APB 28-1 which requires disclosures about
fair value of financial instruments for interim reporting periods of publicly traded companies as well as in annual
financial statements. We adopted this FSP in the second quarter of 2009. The disclosures about the fair value of all
financial instruments are required 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 June 30, 2009.
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; and (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 $1.5 billion at June 30, 2009).
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FELCOR LODGING LIMITED PARTNERSHIP
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
12. Recently Issued Statements of Financial Accounting Standards

In April 2009, the FASB issued FASB Staff Position 157-4 which provides guidance on estimating fair
values when the volume and level of activity for the asset and liability have significantly decreased. It also includes
guidance on identifying circumstances that indicate a transaction is not orderly. If the weight of evidence indicates
that the transaction is not orderly, a reporting entity shall place little, if any, weight on that transaction price when
estimating fair value. We adopted this FSP in the second quarter of 2009 without any material impact on our
financial position. This Staff Position could have a material effect on our financial position to the extent we are
estimating fair values to be recorded in the financial statements for assets or liabilities in markets where the volume
and activity for the asset or liability has significantly decreased.

In June 2009, the FASB issued Statement of Financial Accounting Standards No. 167, “Amendments to
FASB Interpretation No. 46R.” SFAS 167 amends FIN 46R to require an enterprise to qualitatively assess the
determination of the primary beneficiary of a variable interest entity (“VIE”) based on whether the entity (i) has the
power to direct the activities of a VIE that most significantly impact the entity’s economic performance and (ii) has
the obligation to absorb losses of the entity or the right to receive benefits from the entity that could potentially be
significant to the VIE. Also, SFAS 167 requires an ongoing reconsideration of the primary beneficiary, and amends
the events that trigger a reassessment of whether an entity is a VIE. Enhanced disclosures are also required to
provide information about an enterprise’s involvement in a VIE. This statement is effective for us on January 1,
2010. Earlier application is prohibited. We are currently evaluating the effect that adoption of this standard will
have on our consolidated financial position and results of operations.

13. Subsequent Events

We have performed an evaluation of subsequent events through August 6, 2009 (which is the date the
financial statements were issued), and the results of this evaluation are appropriately reflected in these financial
statements.

14. 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.
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FELCOR LODGING LIMITED PARTNERSHIP

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

14, Consolidating Financial Information — (continued)
CONSOLIDATING BALANCE SHEET
June 30, 2009
(in thousands)
ASSETS
Subsidiary Non-Guarantor Total
FelCor LP Guarantors Subsidiaries Eliminations  Consolidated
Net investment in hotel properties................. $ 68302 $ 491699 $ 1,689,296 $ - $ 2,249,297
Equity investment in consolidated entities.... 1,074,883 - - (1,074,883) -
Investment in unconsolidated entities........... 71,708 15,828 - - 87,536
Cash and cash equivalents ............c..ccccueneen, 70,670 46,428 1,410 - 118,508
Restricted cash ........cccooveeviiiiiiiiieccie e, - 2,637 14,973 - 17,610
Accounts receivable.........cccoeeveveieiiie i, 1,402 31,620 - - 33,022
Deferred eXPenSES......couvivieereeriereeseeseesueneen: 1,445 - 9,561 - 11,006
Other aSSELS......ccivveeivieeerie e, 10,710 27,566 2,080 - 40,356

........................................ $1299120 $ 615778 $ 1,717,320

$ (1,074,883) $ 2,557,335

LIABILITES AND PARTNERS’” CAPITAL

D=1 o] TP $ 514539 $ 2,624 $ 1,119,398 $ - $ 1,636,561
Distributions payable .........c.ccccccvevvverennnnnn, 18,223 - - - 18,223
Accrued expenses and other liabilities.......... 17,724 99,725 12,771 - 130,220

Total liabilities ........cccoovevveeviiiieens 550,486 102,349 1,132,169 - 1,785,004
Redeemable units, at redemption value ........ 728 - - - 728
Preferred UNnitS........ocouvevveeiiiic i, 478,774 - - - 478,774
COMMON UNIES....cvviiieieeiiie e, 269,132 494,582 562,433 (1,074,883) 251,264
Accumulated other comprehensive income .. - 17,868 - - 17,868

Total FelCor partners’ capital ........... 747,906 512,450 562,433 (1,074,883) 747,906
Noncontrolling interests.........cccccovvvvevverienen, - 979 22,718 - 23,697

Total partners’ capital .............c.c....... 747,906 513,429 585,151 (1,074,883) 771,603

Total liabilities, redeemable units
and partners' capital

...................... $1299120 $ 615778 $ 1,717,320

$ (1,074,883) $ 2,557,335
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

14, Consolidating Financial Information — (continued)

CONDENSED CONSOLIDATING BALANCE SHEET

December 31, 2008
(in thousands)

ASSETS
Subsidiary Non-Guarantor Total

FelCor LP Guarantors Subsidiaries Eliminations  Consolidated
Net investment in hotel properties............... $ 124752 $ 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 ..............cccoeue... 7,719 40,018 2,450 - 50,187
Restricted cash .........ccoeeveeiiiiiiiiiiciece, - 2,104 11,109 - 13,213
Accounts receivable..........ccoceevvveveievciieenen, 4,576 30,664 - - 35,240
Deferred eXPenseS. .....ccccververereereerieriesennenns 2,660 49 2,847 - 5,556
Other aSSetS.......cvevvererviieierece e sie s 9,061 24,588 892 - 34,541
Total aSSetS.....ccvvvveverrirerieeersiens $1455912 $ 1,003,748 $ 1,282,647 $ (1,230,038) $ 2,512,269

LIABILITES AND PARTNERS’ CAPITAL
DEDL ..o $ 627414 $ 120,175 $ 804,097 $ - $ 1,551,686
Distributions payable...........ccccoovevverierrnnnne. 8,545 - - - 8,545
Accrued expenses and other liabilities......... 24,303 95,221 13,080 - 132,604
Total liabilities.......cc.coeevevvnieierienne 660,262 215,396 817,177 - 1,692,835
Redeemable units, at redemption value ....... 545 - - - 545
Preferred UnitS........coovvvveeeee v 478,774 - - - 478,774
COMMON UNIES.....oiveireeieiieiie e sre e 316,331 772,383 442,237 (1,230,038) 300,913
Accumulated other comprehensive income. - 15,418 - - 15,418
Total FelCor partners’ capital.......... 795,105 787,801 442,237 (1,230,038) 795,105
Noncontrolling interests...........ccccooeevievrenne - 551 23,233 - 23,784
Total partners’ capital .............c........ 795,105 788,352 465,470 (1,230,038) 818,889
Total liabilities, redeemable units

and partners' capital ..................... $1455912 $ 1,003,748 $ 1,282,647 $(1,230,038) $ 2,512,269
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

14, Consolidating Financial Information — (continued)

CONDENSED CONSOLIDATING STATEMENT OF OPERATIONS
For the Three Months Ended June 30, 2009
(in thousands)

Subsidiary Non-Guarantor Total
FelCor LP Guarantors Subsidiaries Eliminations _ Consolidated
Revenues:
Hotel operating revenue..............c.ccc....... $ - $ 241580 $ = $ = $ 241,580
Percentage lease revenue .............ccocoee.e.. 4,625 - 45,849 (50,474) -
Other reVENUE. .......coeeuereeieisiesieieie e - 999 (11) - 988
Total revenue .........ccccceevreennene, 4,625 242,579 45,838 (50,474) 242,568
Expenses:
Hotel operating eXpenses..........ccoceeveruene - 161,180 - - 161,180
Taxes, insurance and lease expense........ 999 67,577 6,923 (50,474) 25,025
Corporate EXPENSES .....ccevververieeeeieereeseenns 199 3,051 1,986 - 5,236
Depreciation and amortization................. 2,698 10,182 23,777 - 36,657
Other EXPENSES.......coveivereeeerieseseneereenes 23 1,760 18 - 1,801
Total operating expenses.......... 3,919 243,750 32,704 (50,474) 229,899
Operating INCOME........ccerereeeereereseeanenns 706 (1,271) 13,134 - 12,669
Interest expense, Net.........ccoceveverernennan, (8,911) (188) (13,683) - (22,782)
Charges related to debt extinguishment... (594) - - - (594)
Loss before equity in income from
unconsolidated entities and
noncontrolling interests...........c.ccccceue.e. (8,799) (1,359) (549) - (10,707)
Equity in loss from consolidated entities. (2,084) - - 2,084 -
Equity in income (loss) from
unconsolidated entities..........c.ccceveeeaee. (409) 148 - - (261)
NELIOSS ..o (11,292) (1,211) (549) 2,084 (10,968)
Net (income) loss attributable to
noncontrolling interests........................ - (511) 187 - (324)
Net loss attributable to FelCor LP ........... (11,292) (1,722) (362) 2,084 (11,292)
Preferred distributions..............c..ccceevvenee. (9,678) - - - (9,678)
Net loss applicable to FelCor LP
UNItNOIDErS ..o $(20,970) $ (1L,722) $ (362) $ 2,084 (20,970)

21



FELCOR LODGING LIMITED PARTNERSHIP
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
14, Consolidating Financial Information — (continued)
CONDENSED CONSOLIDATING STATEMENT OF OPERATIONS

For the Three Months Ended June 30, 2008
(in thousands)

Subsidiary Non-Guarantor Total
FelCor L.P. Guarantors Subsidiaries Eliminations  Consolidated
Revenues:
Hotel operating revenue ....................... $ - $ 305237 $ - $ - $ 305,237
Percentage lease revenue...........cccc.cv..n 7,258 - 47,916 (55,174) -
Other revVenue ........cccovevveevericceee - - 931 - 931
Total revenue.........oceevveeeennes, 7,258 305,237 48,847 (55,174) 306,168
Expenses:
Hotel operating eXpenses.........c.ccceveevenn - 192,684 - - 192,684
Taxes, insurance and lease expense...... 1,133 76,631 6,272 (55,174) 28,862
Corporate EXPENSES ......ooververeerieeneenen 259 2,997 1,608 - 4,864
Depreciation and amortization ............. 2,679 15,029 17,364 - 35,072
Other EXPENSES ....c.ccervereeeereriereeiaennens - 103 797 - 900
Total operating expenses...... 4,071 287,444 26,041 (55,174) 262,382
Operating INCOME .......ccccvevververeerenaaaen. 3,187 17,793 22,806 - 43,786
Interest expense, Net.......ccccceeevereennnnne. (9,744) (2,825) (12,200) - (24,769)
Income (loss) before equity in income
from unconsolidated entities and
noncontrolling interests .........c.c.e.e.. (6,557) 14,968 10,606 - 19,017
Equity in income from
consolidated entitieS........coccvvvevereennes 26,018 - - (26,018) -
Equity in income (loss) from
unconsolidated entities............ccccueneen. 2,087 262 (18) - 2,331
Gain on involuntary conversion ........... 2,005 145 945 - 3,095
NEL INCOME ..o 23,553 15,375 11,533 (26,018) 24,443
Net income attributable to
noncontrolling interests..................... - (626) (264) - (890)
Net income attributable to FelCor LP.. 23,553 14,749 11,269 (26,018) 23,553
Preferred distributions............c..ccccev.. (9,678) - - - (9,678)
Net income applicable to FelCor LP
UNItNOIAEIS ... $ 13875 $ 14749 $ 11,269 $ (26,018) $ 13,875
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FELCOR LODGING LIMITED PARTNERSHIP
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
14, Consolidating Financial Information — (continued)
CONDENSED CONSOLIDATING STATEMENT OF OPERATIONS

For the Six Months Ended June 30, 2009
(in thousands)

Subsidiary Non-Guarantor Total
FelCor LP Guarantors Subsidiaries Eliminations  Consolidated
Revenues:
Hotel operating revenue ............ccccoveveveveveneen. $ - $ 475582 $ - $ - $ 475,582
Percentage lease revVenue........cccceeerereereennenn 9,104 - 83,987 (93,091) -
Other FEVENUE ...t 4 1,264 6 - 1,274
Total revenue..........ccoeoveieneinenne. 9,108 476,846 83,993 (93,091) 476,856
Expenses:
Hotel operating eXpPenses........coovererereeareereens - 321,572 - - 321,572
Taxes, insurance and lease expense................ 1,557 128,187 13,403 (93,091) 50,056
Corporate EXPENSES ...veevveeiveeireeiieesieesieessensaenns 441 6,926 3,991 - 11,358
Depreciation and amortization ...................... 5,665 26,037 42,340 - 74,042
IMPAIrMeNt 10SS ......ooveveeeieierie e e eaaeenes. - 1,368 - - 1,368
Other EXPENSES .......cvcvvevveeeeieriesieeeerie e e 12 2,458 27 - 2,497
Total operating eXpenses................. 7,675 486,548 59,761 (93,091) 460,893
Operating iNCOME .......ccccvevvereresreierese e 1,433 (9,702) 24,232 - 15,963
Interest eXPense, NEt.......ccccvvveeveereiesieeeeeenns. (18,124) (2,485) (23,465) - (44,074)
Charges related to debt extinguishment ......... (594) - - - (594)
Income (loss) before equity in income
from unconsolidated entities and
noncontrolling interests ........cc.ccocevvveieinnes. (17,285) (12,187) 767 - (28,705)
Equity in loss from consolidated entities........ (14,194) - - 14,194 -
Equity in loss from unconsolidated entities.... (1,019) (2,666) - - (3,685)
Net income (10SS) ..c.covvvverveieiriiccisce (32,498) (14,853) 767 14,194 (32,390)
Net (income) loss attributable to
noncontrolling interests.........ccccooevvvveeviennenn - (333) 225 - (108)
Net income (loss) attributable to FelCor LP... (32,498) (15,186) 992 14,194 (32,498)
Preferred distributions............ccceeveiieiveiiennnnn (19,356) - - - (19,356)
Net income (loss) applicable to unitholders...$ (51,854) $ (15,186) $ 992 $ 14194 $ (51,854)
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FELCOR LODGING LIMITED PARTNERSHIP
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
14, Consolidating Financial Information — (continued)
CONDENSED CONSOLIDATING STATEMENT OF OPERATIONS

For the Six Months Ended June 30, 2008
(in thousands)

Subsidiary Non-Guarantor Total
FelCor L.P. Guarantors Subsidiaries Eliminations  Consolidated
Revenues:
Hotel operating revVenue ..............ccceevevevevevenenen. $ - $ 596,784 $ - $ - $ 596,784
Percentage lease revenue..........ccccevvevereeseereenns 13,312 - 100,288 (113,600) -
Other rEVENUE .....oeeveveee e - 4 1,255 - 1,259
Total revenue..........coceveiienenciinen 13,312 596,788 101,543 (113,600) 598,043
Expenses:
Hotel operating eXPensesS........ccocververereseaneeneen - 382,837 - - 382,837
Taxes, insurance and lease exXpense................. 2,488 155,519 13,759 (113,600) 58,166
COrporate EXPENSES. ....cveiireeeriereirreesieeesneesneenn 567 6,853 4,271 - 11,691
Depreciation and amortization ...............c........ 5,219 29,585 34,036 - 68,840
IMPaIrMeNt 10SS ......ccveveeieieie e - - 17,131 - 17,131
Other eXPeNnSEeS .......ccevvevveieeiieiece e, 1 368 1,464 - 1,833
Total operating eXpenses........cccc.eove.. 8,275 575,162 70,661 (113,600) 540,498
Operating iNCOME ........ccccvvvevererreeeece e 5,037 21,626 30,882 - 57,545
Interest eXPense, Nt ........cooceveverieerieiieneseseens (19,630) (5,574) (25,568) - (50,772)
Income (loss) before equity in income
from unconsolidated entities and
noncontrolling interests .........c.ccccccvvcvrienene. (14,593) 16,052 5,314 - 6,773
Equity in income from consolidated entities.... 21,029 - - (21,029) -
Equity in income (loss) from unconsolidated
BNLILIES ..o 2,162 (417) (36) - 1,709
Gain on involuntary CONVersion ..........c.cceceeeee 2,005 145 945 - 3,095
Income from continuing operations.................. 10,603 15,780 6,223 (21,029) 11,577
Discontinued operations from consolidated
BNTITIES oo, - (13) - - (13)
NEL INCOME ..o 10,603 15,767 6,223 (21,029) 11,564
Net income attributable to noncontrolling
[ =] R - (483) (478) - (961)
Net income attributable to FelCor LP .............. 10,603 15,284 5,745 (21,029) 10,603
Preferred distributions...........ccccoeeeveieiiiieenien (19,356) - - - (19,356)
Net income (loss) applicable to FelCor
UNIthOIErS ..., $ (8753) $ 15284 § 5,745 $ (21,029) $ (8,753)
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FELCOR LODGING LIMITED PARTNERSHIP
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
14. Consolidating Financial Information — (continued)
CONDENSED CONSOLIDATING STATEMENT OF CASH FLOWS

For the Six Months Ended June 30, 2009
(in thousands)

Subsidiary ~ Non-Guarantor Total

FelCor LP  Guarantors Subsidiaries Consolidated
Cash flows from (used in) operating activities........ $ (14,765) $ 15896 $ 45426 % 46,557
Cash flows from (used in) investing activities......... 1,020 (26,148) (18,331) (43,459)
Cash flows from (used in) financing activities ........ 76,696 16,194 (28,135) 64,755
Effect of exchange rates changes on cash................ - 468 - 468
Change in cash and cash equivalents....................... 62,951 6,410 (1,040) 68,321
Cash and cash equivalents at beginning of period ... 7,719 40,018 2,450 50,187
Cash and equivalents at end of period ..................... $ 70,670 $ 46,428 $ 1,410 $ 118,508

CONDENSED CONSOLIDATING STATEMENT OF CASH FLOWS
For the Six Months Ended June 30, 2008
(in thousands)

Subsidiary  Non-Guarantor Total

FelCor L.P.  Guarantors Subsidiaries Consolidated
Cash flows from (used in) operating activities......... $ (7,197) $ 46,716 $ 58,034 $ 97,553
Cash flows from (used in) investing activities......... 18,812 (37,526) (34,244) (52,958)
Cash flows from (used in) financing activities........ (2,699) (494) (27,923) (31,116)
Effect of exchange rates changes on cash................ - (226) - (226)
Change in cash and cash equivalents....................... 8,916 8,470 (4,133) 13,253
Cash and cash equivalents at beginning of period... 7,889 43,305 6,415 57,609
Cash and equivalents at end of period..................... $ 16,805 $ 51,775 $ 2,282 $ 70,862
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations
General

We entered 2009 in the midst of a recession that is continuing. In the first six months of 2009, the lodging
industry continued to experience nationwide decreases in revenue per available room, or RevPAR (U.S. average
RevPAR decreased 18.7% in the first six months of 2009). However, in spite of reduced RevPAR, our hotels
increased portfolio market share by 2% in the second quarter of 2009. We believe the increase in market share is
largely attributable to our recently completed comprehensive hotel renovation program, asset management and
strong brand affiliations.

As lodging demand continues to slow in 2009, we continue to work closely with our brand-managers to
implement extensive cost containment initiatives in the lower RevPAR environment. Many of our hotels have been
able to reduce labor costs permanently, and all of our hotels have trimmed non-critical functions. These cost
reductions have enabled us to minimize margin erosion at our hotels despite reduced hotel revenues.

We are focused on maintaining market share, protecting average daily rate, or ADR, preserving margins
and managing our balance sheet.

¢ In March 2009, we refinanced our $116 million Prudential loan maturing in 2009, with a new non-recourse
term loan secured by the same seven hotels that matures in 2014.

e InJune 2009, we obtained a $200 million non-recourse term loan secured by nine hotels that matures in
2011. This loan can be extended for up to two years subject to satisfying certain conditions that we expect
to satisfy.

e InJune 2009, we repaid and terminated our line of credit. By terminating our line of credit, we eliminated
certain restrictive corporate debt covenants.

e We have two non-recourse mortgage loans with an aggregate principal amount of $14 million (each
secured by one hotel) that matured in June 2009 but remain unpaid. We have begun negotiations with the
special servicer to extend the maturity of these loans. We can provide no assurances that we will be able to
extend the maturity of these loans on acceptable terms. I we are unsuccessful in our efforts to extend the
maturity of these loans, we have the right to repay the amounts outstanding under either or both loans (in
which case, we could then sell or refinance the hotels now or in the future) or, in the alternative, allow the
lenders to foreclose on either hotel or both hotels.

e We are in preliminary discussions with current and potential lenders to modify and/or refinance all of our
debt that will mature in 2010 and 2011.

On April 1, 2009, our renovated San Francisco Marriott Union Square hotel began operating as a Marriott
hotel, which had been operating as Hotel 480 during renovations that began in 2007. The renovations were
comprehensive and included guest rooms, guest baths, guest corridors, meeting space, food and beverage outlets,
public areas and building exterior. Second quarter RevPAR (under the Marriott flag) increased more than 21% at
this hotel, compared to the prior year, and its market share increased by 82%, exceeding expectations. The market
share index at this hotel was 109% in the second quarter compared to 79% in 2006 (prior to its renovation).

We suspended our common distributions in December 2008 and our preferred distributions in March 2009.
Although distributions are not paid unless declared by FelCor’s Board of Directors, unpaid preferred distributions
continue to accrue, and accrued and current preferred distributions must be paid in full prior to payment of any
common distributions. FelCor’s Board of Directors will determine whether to declare future distributions based
upon various factors, including operating results, economic conditions, other operating trends, its financial condition
and capital requirements, as well as FelCor’s minimum REIT distribution requirements.
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Financial Comparison (in thousands of dollars, except RevPAR and Hotel EBITDA margin)

Three Months Ended Six Months Ended

June 30, % Change June 30, % Change

2009 2008 2009-2008 2009 2008 2009-2008

REVPAR ......ovveeveeeeereeereesseenraons $ 8401 $ 105.76 (206)% $ 8281 $ 103.66 (20.1)%

Hotel EBITDA® ........o.ovvvev.. $ 64,144 $ 97,353 (34.1)% $120,849 $179,517 (32.7)%

Hotel EBITDA margin®.............. 26.6% 31.9% (16.6)% 25.4% 30.1%  (15.6)%
Net income (loss) attributable to

FelCor LP® ..o $ (11,292) $ 23,553 (147.9)% $ (32,498) $ 10,603 (406.5)%

(@) Hotel EBITDA and Hotel EBITDA margin are non-GAAP financial measures. A discussion of the use,
limitations and importance of these non-GAAP financial measures and detailed reconciliations to the most
comparable GAAP measure are found elsewhere in Management’s Discussion and Analysis of Financial
Condition and Results of Operations under the section “Non-GAAP Financial Measures.”

(b)  The following amounts are included in net income (loss) attributable to FelCor LP (in thousands):

Three Months Ended Six Months Ended

June 30, June 30,

2009 2008 2009 2008
IMPAIrmMENt 0SS ......cveviveirieiieeicee e $ - $ - $ (1,368) $ (17,131)
Impairment loss on unconsolidated hotels........... - - (2,068) -
Charges related to debt extinguishment............... (594) - (594) -
Gain on involuntary conversion..........c.c.cc.cveveneen. - 3,095 - 3,095
CONVEISION COSTS .uvvveenieieiieeniesiesiesneeseesieseesnaanens (292) (103) (330) (362)
SEVEIANCE COSES....evvevreererieiesireeeeesieseesen e seeseens (381) - (526) -
Lease termination COSES..........ccoeieeererieienenieseenes (352) - (352) -

Results of Operations
Comparison of the Three Months Ended June 30, 2009 and 2008

For the three months ended June 30, 2009, we recorded a net loss applicable to common unitholders of
$21.0 million, or $0.33 per unit, compared to net income applicable to common unitholders of $13.9 million, or
$0.21 per unit, for the same period in 2008. The current year loss is attributable primarily to a 20.8% decrease in
revenue compared to the same period in 2008. We were able to limit our margin loss in the second quarter of 2009
compared to the same period in 2008, primarily by reducing hotel labor costs by $12.6 million and reducing other
costs associated with non-critical functions. Our hotel expenses decreased by 14.6% compared to second quarter
2008. Our 2008 net income also included a $3.1 million gain related to involuntary conversions from the final
settlement of 2005 hurricane claims.

In the second quarter of 20009:

e  Total revenue was $242.6 million, a 20.8% decrease compared to the same period in 2008. The decrease in
revenue is attributed principally to a 20.6% decrease in RevPAR, which was driven by a 10.1% decrease in
occupancy and an 11.6% decrease in ADR.

e  Hotel departmental expenses decreased $16.3 million (16.3%) compared to the same period in 2008. As a
percentage of total revenue, hotel departmental expenses increased from 32.7% to 34.6% compared to the
same period in 2008. The $16.3 million expense reduction reflected: (i) the 10.1% decrease in occupancy;
(i) an $8.8 million decrease in labor costs, which included permanent reductions related to a decrease in
hotel employees; (iii) a decrease in non-critical room expenses, such as guest transportation, in-room
amenities, bath linen quantities, and newspaper service; and (iv) menu modifications in food and beverage.
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Other property related costs decreased $10.7 million (13.9%) compared to the same period in 2008. As a
percentage of total revenue, other property related costs increased from 25.0% to 27.2% compared to the
same period in 2008. The $10.7 million expense reduction included: (i) a $3.7 million decrease in labor
costs; (ii) a $3.3 million decrease in marketing assessments, credit card commissions and frequent guest
expense (all of which reflect the decrease in revenue); (iii) a $1.9 million decrease in repairs and
maintenance, partially attributed to our recently completed renovation program; and (iv) reductions in other
non-critical expenses.

Management and franchise fees decreased $4.6 million compared to the same period in 2008, due to the
decrease in revenues. As a percent of total revenue, franchise fees and base management fees remained
essentially unchanged from 2008 to 2009 (both fees are based on a percentage of revenue). Incentive
management fee expense decreased $1.7 million compared to the prior year. Incentive management fees
are based on the profitability of the hotel operations, which significantly decreased from 2008 to 2009.

Taxes, insurance and lease expense decreased $3.8 million compared to the same period in 2008. This
decrease was primarily related to a $4.9 million decrease in percentage rent, attributed to decreased
revenue; a $1.0 million decrease in property and general liability insurance, attributed to improved
insurance rates and claims experience; and a $1.1 million decrease in state franchise taxes and land leases,
attributed to decreased revenue. This decrease was partially offset by a $3.1 million increase in real estate
and other taxes, attributed to reduced property tax accruals in 2008. Taxes, insurance and lease expense
increased as a percentage of total revenue from 9.4% to 10.3% compared to the same period in 2008.

Depreciation and amortization expense increased $1.6 million, compared to the same period in 2008,
attributed to increased depreciation related to the $142.9 million of consolidated hotel capital expenditures
incurred in 2008.

Other expenses increased $901,000, compared to the same period in 2008, primarily due to $381,000 of
severance expenses from a reduction in the number of employees at our hotels and lease termination costs
related to a $352,000 settlement to terminate one of our third-party restaurant lessees.

Net interest expense decreased $2.0 million compared to the same period in 2008. This decrease is
primarily attributable to an 81 basis point decrease in the average interest rate for our floating rate debt,
partially offset by a $50 million increase in our average debt outstanding, due in part to our new term loan.

Charges related to debt extinguishment. We repaid the $128 million balance under our line of credit and
terminated this facility. In the second quarter of 2009, we wrote off deferred loan costs of $594,000
associated with the termination of this facility.

Equity in loss of unconsolidated entities was $261,000, compared to $2.3 million of equity in income from
unconsolidated entities from the second quarter of 2008. This shift is primarily attributed to decreases in
revenue at our unconsolidated hotels.

Comparison of the Six Months Ended June 30, 2009 and 2008

For the six months ended June 30, 2009, we recorded a $51.9 million net loss applicable to common

unitholders, or $0.82 per unit, compared to an $8.8 million net loss applicable to common unitholders, or $0.15 per
unit, for the same period in 2008. The increase in current year loss is attributable primarily to a 20.3% decrease in
revenue compared to the same period in 2008. We were able to limit our margin loss in the first six months of 2009
compared to the first six months of 2008, primarily by reducing hotel labor costs by $23.0 million and reducing
other costs associated with non-critical functions. Hotel expenses decreased 15.0% compared to first six months of
2008. The current year loss included impairment charges of $3.5 million ($1.4 million related to a consolidated
hotel and $2.1 million related to an unconsolidated entity), while the prior year loss included a $17.1 million
impairment charge on two consolidated hotels and a $3.1 million gain related to involuntary conversions from the
final settlement of 2005 hurricane claims.
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In the first six months of 2009:

Total revenue was $476.9 million, a 20.3% decrease compared to the same period in 2008. The decrease in
revenue is attributed principally to a 20.1% decrease in RevPAR, which was driven by a 10.8% decrease in
occupancy and a 10.4% decrease in ADR.

Hotel departmental expenses decreased $31.8 million (16.1%) compared to the same period in 2008. As a
percentage of total revenue, hotel departmental expenses increased from 33.0% to 34.7% compared to the
same period in 2008. The $31.8 million expense reduction reflects: (i) the 10.8% decrease in occupancy;
(i) a $16.5 million decrease in labor costs, which included permanent reductions related to a decrease in
hotel employees; (iii) a decrease in non-critical room expenses, such as guest transportation, in-room
amenities, bath linen quantities, and newspaper service; and (iv) menu modifications in food and beverage.

Other property related costs decreased $20.5 million (13.3%) compared to the same period in 2008, due to
the decrease in revenues. As a percentage of total revenue, other property related costs increased from
25.7% to 27.9% compared to the same period in 2008. The $20.5 million expense reduction includes: (i) a
$6.5 million decrease in labor costs; (ii) a $6.1 million decrease in marketing assessments, credit card
commissions and frequent guest expense (all of which reflect the decrease in revenue); (iii) a $3.7 million
decrease in repairs and maintenance, partially attributable to our recently completed renovation program;
and (iv) reductions in other non-critical expenses.

Management and franchise fees decreased $9.0 million compared to the same period in 2008. As a percent
of total revenue, franchise fees and base management fees remained essentially unchanged from 2008 to
2009 (both fees are based on a percentage of revenue). Incentive management fees decreased $3.7 million.

Taxes, insurance and lease expense decreased $8.1 million compared to the same period in 2008. This
decrease was primarily related to a $7.0 million decrease in percentage rent, attributed to decreased revenue
at our consolidated hotel lessees; a $975,000 decrease in property and general liability insurance, attributed
to improved insurance rates and liability claims experience; and a $2.6 million decrease in state franchise
taxes and land leases, attributed to decreases in revenue. This was partially offset by a $2.5 million
increase in real estate and other taxes, attributed to reduced property tax accruals in 2008. Taxes, insurance
and lease expense increased as a percentage of total revenue from 9.7% to 10.5% compared to the same
period in 2008.

Depreciation and amortization expense increased $5.2 million, compared to the same period in 2008,
attributed to increased depreciation related to the $142.9 million of consolidated hotel capital expenditures
incurred in 2008.

Impairment charge. In 2008 we identified eight hotels as candidates to be sold. We recorded an
impairment charge of $1.4 million for one of these hotels in the first quarter of 2009 and $17.1 million for
two of these hotels in the first quarter of 2008 under the provisions of SFAS 144.

Other expenses increased $664,000, compared to the same period in 2008, primarily due to $526,000 of
severance expenses from a reduction in the number of employees at our hotels and lease termination costs
related to a $352,000 settlement to terminate one of our third-party restaurant lessees.

Net interest expense decreased $6.7 million compared to the same period in 2008. This decrease is
primarily attributable to a 127 basis point decrease in our average interest rate for our floating rate debt,
offset by a $71 million increase in our average debt outstanding, due in part to our new term loan.

Charges related to debt extinguishment. We repaid the $128 million balance under our line of credit and

terminated this facility. In the second quarter of 2009, we wrote off deferred loan costs of $594,000
associated with the termination of this facility.
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e Equity in loss of unconsolidated entities was $3.7 million compared to $1.7 million of equity in income
from unconsolidated entities from the second quarter of 2008. This shift is primarily attributed to
$2.1 million impairment charge on one of our unconsolidated investments and decreased revenue at our
unconsolidated hotels.

Non-GAAP Financial Measures

We refer in this report to certain “non-GAAP financial measures.” These measures, including Hotel
EBITDA and Hotel EBITDA margin, are measures of our financial performance that are not calculated and
presented in accordance with GAAP. The following tables reconcile 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.

The following tables detail our computation of Hotel EBITDA, Hotel EBITDA margin, hotel operating
expenses and the reconciliation of hotel operating expenses to total operating expenses with respect to our
Consolidated Hotels at the dates presented.

Hotel EBITDA and Hotel EBITDA Margin
(dollars in thousands)

Three Months Ended Six Months Ended
June 30, June,

2009 2008 2009 2008
TOtal FEVENUES ..ot $ 242568 $ 306,168 $ 476,856 $ 598,043
Other reVENUE.........coveveeeeeeeeeee e, (988) (931) (1,274) (1,259)
Hotel operating revenue.........ccocooveevvereiveennnnn, 241,580 305,237 475,582 596,784
Hotel operating eXPenseS........ccoveerververeeereenn, 177,436 207,884 354,733 417,267
HOtel EBITDA ..o $ 64,144 $ 97,353 $ 120,849 $ 179,517
Hotel EBITDA margin®.........cco.ccoovvovvvvevnveenne. 26.6% 31.9% 25.4% 30.1%

(a) Hotel EBITDA as a percentage of hotel operating revenue.

Reconciliation of Total Operating Expenses to Hotel Operating Expenses
(dollars in thousands)

Three Months Ended Six Months Ended
June 30, June 30,
2009 2008 2009 2008
Total operating EXPENSES ........ccvvreveverreerererierererenans $ 229,899 $ 262,382 $ 460,893  $ 540,498
Unconsolidated taxes, insurance and lease
EXPENSE .ottt ettt ettt 2,084 2,075 4,018 4,197
Consolidated hotel lease eXpense..........ccceevreeeenenes (10,853) (15,737) (20,913) (27,933)
COrporate EXPENSES ......vcveverereerererereeereresrereeevenn, (5,236) (4,864) (11,358) (11,691)
Depreciation and amortization ..............cceeveverienen. (36,657) (35,072) (74,042) (68,840)
IMPairment 10SS........c.cocvevevieiieicce e - - (1,368) (17,131)
OthEr BXPENSES ......veveirireiiereieereresrereeesesessesesssaenens (1,801) (900) (2,497) (1,833)
Hotel operating eXPenSeS ............ccvveeueverereveverenenans $ 177,436  $ 207,884 $ 354,733  $ 417,267
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The following tables reconcile net income (loss) attributable to FelCor LP, to Hotel EBITDA and the ratio

of operating income to total revenue to Hotel EBITDA margin.

Reconciliation of Net Income (Loss) Attributable to FelCor LP to Hotel EBITDA

(in thousands)

Three Months Ended

Six Months Ended

June 30, June 30,
2009 2008 2009 2008
Net income (loss) attributable to FelCor LP .........c.cccc....... $ (11,292) $ 23,553 $ (32,498) $ 10,603
Discontinued Operations...........cccccvevvervivieveseenese e, - - - 13
Equity in loss (income) from unconsolidated entities......... 261 (2,331) 3,685 (1,709)
Net income (loss) attributable to noncontrolling interests
in other partNerships .......ccccovovvve v 324 890 108 961
Consolidated hotel lease EXPENSE........ccccevveveeiieieareervennean, 10,853 15,737 20,913 27,933
Unconsolidated taxes, insurance and lease expense ........... (2,084) (2,075) (4,018) (4,197)
INterest eXPENSE, NEL......ccovee i ciee e 22,782 24,769 44,074 50,772
Charges related to debt extinguishment...............c.ccov.e, 594 - 594 -
COrpOrate EXPEINSES ...ecveereerieesieesreesresssesbessreesseessesssesssessns 5,236 4,864 11,358 11,691
Depreciation and amortization............cc.ccooevveerceveeennnneen, 36,657 35,072 74,042 68,840
IMPAIrMENt 10SS.....c..oiviiiiiiiece e e - - 1,368 17,131
Gain on involuntary CONVErSION..........ccccooerverieirisininieens - (3,095) - (3,095)
Other EXPENSES ....eeueiiteiiie it sieeiie sttt sree e e 1,801 900 2,497 1,833
Other FTEVENUE.........veiieeieeciee sttt see s (988) (931) (1,274) (1,259)
HOtel EBITDA ... .ot $ 64144 $ 97,353 $120,849 $179,517

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

Three Months Ended Six Months Ended
June 30, June 30,
2009 2008 2009 2008
Ratio of operating income to total revenues ...................... 5.2% 14.3% 3.4% 9.6 %
Other reVENUE.......ccuv et (0.4) (0.3) (0.3) (0.2)
Unconsolidated taxes, insurance and lease expense ....... (0.8) (0.7) (0.8) (0.7)
Consolidated hotel lease eXpense..........cccoeceevvrveienennees 45 5.2 4.4 4.7
Other EXPENSES ....veviiveeieitieiesteseesresre e sreeseesresreesresreenes 0.8 0.3 0.5 0.3
COrporate EXPENSES .....c.veieieeeriiee it esieeesieeesireesnteeeseeee e 2.2 1.6 2.4 2.0
Depreciation and amortization............c.ccoevevveinienenennns 151 115 155 115
IMPAIrMENT 10SS......ccvieieee e - - 0.3 2.9
Hotel EBITDA Margin........cccooeieevieieseeieseeeesiesneenesnens 26.6% 31.9% 25.4% 30.1%
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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 other hotel
REITs and hotel owners. We present Hotel EBITDA and Hotel EBITDA margin by eliminating from continuing
operations all revenues and expenses not directly associated with hotel operations including 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 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 noncontrolling interests 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

FelCor’s management and Board of Directors use Hotel EBITDA and Hotel EBITDA margin to evaluate
the performance of our hotels and to facilitate comparisons between us and other hotel owners, in evaluating hotel-
level performance and the operating efficiency of our hotel managers.

The use of these non-GAAP financial measures has certain limitations. Hotel EBITDA and Hotel EBITDA
margin, as presented by us, may not be comparable to Hotel EBITDA and Hotel EBITDA margin as calculated by
other companies. These measures do not reflect certain expenses that we incurred and will incur, such as
depreciation and amortization, 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. 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. We strongly encourage
investors to review our financial information in its entirety and not to rely on a single financial measure.
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Pro Rata Share of Rooms Owned

The following table sets forth, as of June 30, 2009, the pro rata share of hotel rooms owned by us after
giving consideration to the portion of rooms owned by our partners in our consolidated and unconsolidated joint
ventures:

Room Count at

Hotels June 30, 2009
Consolidated Hotels 85 25,006
Unconsolidated hotel operations 2 264
Total hotels 87 25,270
50% joint ventures 15 (1,842)
60% joint venture 1 (214)
81% joint venture 1 (55)
90% joint ventures 3 (68)
97% joint venture 1 (10)
Total rooms owned by joint venture partners (2,189)
Pro rata share of rooms owned 23,081
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Hotel Portfolio Composition

The following tables set forth, as of June 30, 2009, for 85 Consolidated Hotels distribution by brand, by our top
markets and by type of location.

% of % of 2008
Brand Hotels Rooms Total Rooms  Hotel EBITDA®
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 Marriott 3 1,321 5 5
Hilton 2 559 2 2
Top Markets
South Florida 5 1,439 6 7
San Francisco area 6 2,138 8 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 4 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 6,358 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 2 of this Quarterly Report on Form 10-Q.
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Hotel Operating Statistics

The following tables set forth occupancy, ADR and RevPAR for the quarter and the six months ended
June 30, 2009 and 2008, and the percentage changes thereto between the periods presented, for our Consolidated
Hotels.

Operating Statistics by Brand

Occupancy (%)
Three Months Ended Six Months Ended
June 30, June 30,
2009 2008  %%Variance 2009 2008 %Variance
Embassy Suites Hotels 70.1 78.2 (10.4) 68.3 75.6 (9.6)
Holiday Inn 70.1 78.0 (10.1) 66.0 74.0 (10.8)
Sheraton and Westin 64.2 70.1 (8.4) 59.6 68.1 (12.4)
Doubletree 67.5 79.9 (15.5) 65.5 77.7 (15.7)
Renaissance and Marriott 62.0 68.2 (9.0) 59.2 69.4 (14.8)
Hilton 70.6 70.4 0.3 59.0 61.3 (3.8)
Total hotels 68.8 76.5 (10.2) 65.8 73.7 (10.8)
ADR (%)
Three Months Ended Six Months Ended
June 30, June 30,
2009 2008  %%Variance 2009 2008 %Variance
Embassy Suites Hotels 127.79 142.90 (10.6) 133.05 147.40 (9.7)
Holiday Inn 108.31 123.67 (12.4) 106.84 120.94 (11.7)
Sheraton and Westin 110.54 128.04 (13.7) 114.01 129.06 (12.7)
Doubletree 125.47 145.53 (13.8) 132.08 149.64 (11.7)
Renaissance and Marriott 168.11 187.30 (10.2) 184.08 199.33 (7.6)
Hilton 119.80 139.77 (14.3) 110.95 125.53 (11.6)
Total hotels 122.14 138.22 (11.6) 125.92 140.62 (10.4)
RevPAR ($)
Three Months Ended Six Months Ended
June 30, June 30,
2009 2008  %\Variance 2009 2008 %Variance
Embassy Suites Hotels 89.52 111.71 (19.9) 90.86 111.40 (18.4)
Holiday Inn 75.93 96.44 (21.3) 70.46 89.47 (21.2)
Sheraton and Westin 70.98 89.76 (20.9) 68.01 87.91 (22.6)
Doubletree 84.66 116.21 (27.2) 86.55 116.32 (25.6)
Renaissance and Marriott ~ 104.23 127.67 (18.4) 108.89 138.36 (21.3)
Hilton 84.62 98.38 (14.0) 65.48 77.00 (15.0)
Total hotels 84.01 105.76 (20.6) 82.81 103.66 (20.1)
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Operating Statistics for Our Top Markets

Occupancy (%)

Three Months Ended June 30,

Six Months Ended June 30,

2009 2008 % Variance 2009 2008 %\Variance
73.5 78.3 (6.2) 76.4 82.7 (7.7)
70.8 79.7 (11.2) 63.4 75.3 (15.9)
73.7 75.9 (2.9) 69.7 76.1 (8.4)
74.2 78.1 (5.1) 71.4 75.8 (5.8)
70.7 80.8 (12.5) 69.4 81.4 (14.7)
60.8 68.6 (11.4) 60.1 69.2 (13.2)
74.5 82.0 9.2) 62.0 72.3 (14.1)
62.7 75.6 (17.1) 61.2 71.0 (13.8)
65.6 76.1 (13.7) 63.2 715 (11.6)
74.1 83.0 (10.8) 69.1 81.8 (15.5)
52.6 66.8 (21.3) 58.3 71.4 (18.3)
73.9 83.1 (11.0) 71.8 80.1 (10.4)
69.6 81.7 (14.8) 61.1 73.3 (16.8)
80.0 85.3 (6.2) 75.3 77.2 (2.4)
64.6 70.6 (8.4) 54.9 57.2 (4.1)

ADR (%)

Three Months Ended June 30,

Six Months Ended June 30,

2009 2008 % Variance 2009 2008 %Variance
121.55 137.88 (11.8) 146.86 170.13 (13.7)
126.45 142.68 (11.4) 123.90 139.64 (11.3)
105.19 120.70 (12.8) 108.01 123.89 (12.8)
133.85 158.73 (15.7) 136.06 157.87 (13.8)

97.52 104.66 (6.8) 105.02 114.67 (8.4)
115.04 124.23 (7.4) 120.89 127.23 (5.0)
143.10 158.99 (10.0) 137.76 149.20 (7.7)
144.27 165.94 (13.1) 147.86 164.09 (9.9)
127.91 141.76 (9.8) 129.45 143.28 9.7)
127.62 169.35 (24.6) 129.78 161.20 (19.5)
115.53 134.74 (14.3) 138.37 162.11 (14.6)
106.08 115.80 (8.4) 105.87 114.83 (7.8)
107.42 132.15 (18.7) 109.49 127.09 (13.9)
137.63 167.10 (17.6) 132.21 153.37 (13.8)
136.98 162.52 (15.7) 144.22 162.57 (11.3)

RevPAR ($)

Three Months Ended June 30,

Six Months Ended June 30,

2009 2008 % Variance 2009 2008 %Variance
89.30 107.99 17.3) 112.15 140.68 (20.3)
89.51 113.71 (21.3) 78.52 105.19 (25.4)
77.55 91.61 (15.3) 75.28 94.25 (20.1)
99.26 123.99 (19.9) 97.16 119.72 (18.8)
68.92 84.56 (18.5) 72.93 93.31 (21.8)
69.89 85.22 (18.0) 72.65 88.09 (17.5)
106.65 130.44 (18.2) 85.47 107.80 (20.7)
90.50 125.50 (27.9) 90.43 116.49 (22.4)
83.93 107.82 (22.2) 81.88 102.48 (20.1)
9451 140.60 (32.8) 89.65 131.81 (32.0)
60.73 90.01 (32.5) 80.70 115.68 (30.2)
78.43 96.25 (18.5) 75.97 92.00 (17.4)
74.72 107.90 (30.8) 66.85 93.22 (28.3)
110.15 142.60 (22.8) 99.61 118.35 (15.8)
88.51 114.67 (22.8) 79.21 93.06 (14.9)
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Hotel Portfolio

The following table provides the name, location, number of rooms, our ownership interest and brand names of

each of our hotels.

Consolidated Hotels

Birmingham®

Phoenix — Biltmore®

Phoenix — Crescent®

Phoenix — Tempe®

Anaheim — North®

Dana Point — Doheny Beach

Indian Wells — Esmeralda Resort & Spa®
Los Angeles — International Airport —South
Milpitas — Silicon Valley®

Napa Valley®

Oxnard — Mandalay Beach — Hotel & Resort®
San Diego — On the Bay

San Francisco — Airport/Burlingame

San Francisco — Airport/South San Francisco ®
San Francisco — Fisherman’s Wharf

San Francisco Union Square

San Rafael — Marin County®

Santa Barbara — Goleta®

Santa Monica Beach - at the Pier®
Wilmington®

Boca Raton®

Cocoa Beach — Oceanfront

Deerfield Beach — Resort & Spa®

Ft. Lauderdale — 17th Street®™

Ft. Lauderdale — Cypress Creek®
Jacksonville — Baymeadows®

Miami — International Airport®

Orlando — International Airport®

Orlando - International Drive Resort

Orlando — International Drive South/Convention®

Orlando— North

Orlando — Walt Disney World Resort

St. Petersburg — Vinoy Resort & Golf Club®
Tampa — Tampa Bay®

Atlanta — Airport®

Atlanta — Buckhead®

Atlanta — Galleria®

Atlanta — Gateway — Atlanta Airport

Atlanta — Perimeter Center®

Chicago — Lombard/Oak Brook®

Chicago — North Shore/Deerfield (Northbrook) ®
Chicago — Gateway — O’Hare®

Indianapolis — North®

Kansas City — Overland Park®

Lexington — Lexington Green®

Baton Rouge®

Brand

Embassy Suites Hotel
Embassy Suites Hotel
Sheraton

Embassy Suites Hotel
Embassy Suites Hotel

Doubletree Guest Suites

Renaissance Resort
Embassy Suites Hotel
Embassy Suites Hotel
Embassy Suites Hotel
Embassy Suites Hotel
Holiday Inn

Embassy Suites Hotel
Embassy Suites Hotel
Holiday Inn
Marriott©

Embassy Suites Hotel
Holiday Inn

Holiday Inn
Doubletree

Embassy Suites Hotel
Holiday Inn

Embassy Suites Hotel
Embassy Suites Hotel
Sheraton Suites
Embassy Suites Hotel
Embassy Suites Hotel
Holiday Inn

Holiday Inn

Embassy Suites Hotel
Embassy Suites Hotel

Doubletree Guest Suites

Renaissance Resort

Doubletree Guest Suites

Embassy Suites Hotel
Embassy Suites Hotel
Sheraton Suites
Sheraton

Embassy Suites Hotel
Embassy Suites Hotel
Embassy Suites Hotel
Sheraton Suites
Embassy Suites Hotel
Embassy Suites Hotel
Hilton Suites
Embassy Suites Hotel
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State Rooms % Owned®

AL 242

AZ 232

AZ 342

AZ 224

CA 222

CA 196

CA 560

CA 349 97%
CA 266

CA 205

CA 248

CA 600

CA 340

CA 312
CA 585

CA 400

CA 235 50%
CA 160

CA 132

DE 244 90%
FL 263

FL 500

FL 244

FL 361

FL 253

FL 277

FL 318

FL 288

FL 652

FL 244

FL 277

FL 229

FL 361

FL 203
GA 232
GA 316
GA 278
GA 395
GA 241 50%
IL 262 50%
IL 237

IL 296

IN 221 81%
KS 199 50%
KY 174

LA 223



Hotel Portfolio (continued)

New Orleans — Convention Center®
New Orleans — French Quarter

Boston — at Beacon Hill

Boston — Marlborough®

Baltimore — at BWI Airport®
Bloomington®

Minneapolis — Airport®

St. Paul — Downtown®

Kansas City — Plaza

Charlotte®

Charlotte — SouthPark®
Raleigh/Durham®

Raleigh — Crabtree®

Parsippany®

Piscataway — Somerset®™

Secaucus — Meadowlands®
Philadelphia — Historic District®
Philadelphia — Society Hill®
Pittsburgh — at University Center (Oakland)®
Charleston — Mills House®

Myrtle Beach — Oceanfront Resort
Myrtle Beach Resort®

Nashville — Airport — Opryland Area®
Nashville — Opryland — Airport (Briley Parkway)
Austin®

Austin — Central®

Corpus Christi®

Dallas — DFW International Airport South®
Dallas — Love Field®

Dallas — Market Center

Dallas — Park Central

Houston — Medical Center®

San Antonio — International Airport®
San Antonio — International Airport®
San Antonio — NW 1-10®)

Burlington Hotel & Conference Center®
Vienna — Premiere at Tysons Corner®
Canada

Toronto — Airport

Toronto — Yorkdale

Unconsolidated Operations

Salina — 1-70®

Brand
Embassy Suites Hotel
Holiday Inn
Holiday Inn
Embassy Suites Hotel
Embassy Suites Hotel
Embassy Suites Hotel
Embassy Suites Hotel
Embassy Suites Hotel
Embassy Suites Hotel
Embassy Suites Hotel
Doubletree Guest Suites
Doubletree Guest Suites
Embassy Suites Hotel
Embassy Suites Hotel
Embassy Suites Hotel
Embassy Suites Hotel
Holiday Inn
Sheraton
Holiday Inn
Holiday Inn
Embassy Suites Hotel
Hilton
Embassy Suites Hotel
Holiday Inn
Doubletree Guest Suites
Embassy Suites Hotel
Embassy Suites Hotel
Embassy Suites Hotel
Embassy Suites Hotel
Embassy Suites Hotel
Westin
Holiday Inn
Embassy Suites Hotel
Holiday Inn
Embassy Suites Hotel
Sheraton
Sheraton

Holiday Inn
Holiday Inn

Holiday Inn Express

New Orleans — French Quarter — Chateau LeMoyne® Holiday Inn

(@  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 June 30, 2009.
()  On April 1, 2009, this hotel was rebranded as a Marriott.
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State Rooms % Owned®
LA 370
LA 374
MA 303
MA 229
MD 251 90%
MN 218
MN 310
MN 208
MO 266 50%
NC 274 50%
NC 208
NC 203
NC 225 50%
NJ 274 50%
NJ 221
NJ 261 50%
PA 364
PA 365
PA 251
SC 214
SC 255
SC 385
TN 296
TN 383
TX 188 90%
X 260 50%
X 150
X 305
X 248
™ 244
TX 536 60%
X 287
X 261 50%
X 397
X 216 50%
VT 309
VA 443 50%
Ontario 446
Ontario 370
KS 93 50%
LA 171 50%



Liquidity and Capital Resources

Operating Activities

During 2009, hotel operations have provided most of the cash needed to meet our cash requirements
including paying normal-course, capital expenditures. For the six months ended June 30, 2009, cash provided by
operating activities, consisting primarily of hotel operations, was $46.6 million. Cash provided by operating
activities for the six months ended June 30, 2009 decreased by $51.0 million, compared to the same period in 2008,
due primarily to declines in operations at our hotels. At June 30, 2009, we had $118.5 million of cash on hand,
including approximately $44 million held under management agreements to meet working capital needs.

The overall weakness in the U.S. economy, particularly the turmoil in the credit markets, has resulted in
considerable negative pressure on travel spending. As a result, lodging demand continued to be weak in the second
quarter and contributed to further reductions of our Consolidated Hotel RevPAR. We anticipate that lodging
demand will not improve, and may weaken further, until economic trends (e.g., employment, consumer confidence,
manufacturing production and illiquid credit markets) improve. As a result, we expect RevPAR in 2009 to decline
by 15% to 17% compared to 2008, and we expect approximately $97 to $105 million of cash provided by operating
activities for 20009.

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. Some of
these operating expenses are difficult to predict and control, which lends volatility in our operating results. As a
result of the current year decline in RevPAR and weak travel demand, we have implemented extensive cost
containment initiatives at our hotels, including reducing headcount and improving productivity and energy
efficiency. If RevPAR continues to decrease and/or Hotel EBITDA margins shrink, our operations, earnings and/or
cash flow could suffer a material adverse effect.

Investing Activities

For the six months ended June 30, 2009, cash used in investing activities decreased $9.5 million, compared
to the same period in 2008, due primarily to reduced spending on hotel capital expenditures.

We made extensive capital investments in our hotels from 2006 to 2008, and now nearly all of our hotels
are renovated. We expect to spend a normal amount of capital going forward to maintain the quality of our hotels.
As a result, we have significantly curtailed capital spending for 2009. In 2009 we plan to complete approximately
$84 million of capital improvements at our hotels. During the six months ended June 30, 2009, we spent
approximately $45.5 million on capital improvements at our hotels (of which $25 million was spent on renovation
and redevelopment projects).

Our liquidity-preservation efforts also extend to acquisitions and redevelopment projects. We have not
acquired any hotels during 2008 and 2009 and do not expect to acquire any hotels during the remainder of this year.
We have also postponed spending on redevelopment projects, other than to advance ongoing approval and
entitlement processes.

In order to enhance long-term unitholder value, as part of our strategic plan (as in the past and as market
conditions allow), we sell lower-growth hotels that no longer meet our investment criteria, thereby freeing our
capital for redeployment (e.g., reduce overall leverage, acquire other hotels or invest in other existing FelCor
properties). We currently have five Consolidated Hotels identified for sale, but do not expect to sell these hotels
during 2009. We expect to identify additional hotels for sale as the hotel transaction market improves. Among other
factors, we evaluate demand and supply trends for each hotel, portfolio concentration risk and future capital needs.
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Financing Activities

For the six months ended June 30, 2009, cash provided by financing activities increased by $95.9 million
compared to the same period in 2008, due primarily to our new $200 million secured term loan. During 2009, we
will pay $15 million in normally occurring principal payments, which have been and will be funded from operating
cash flow and borrowings.

We suspended payment of our common distribution in December 2008 and our preferred distributions in
March 2009 (we paid approximately $10 million in aggregate preferred distributions in January 2009). We do not
expect to make any further common or preferred distribution payments during 2009. Distributions are not paid
unless declared by FelCor’s Board of Directors; however, unpaid preferred distributions continue to accrue, and
accrued and current preferred distributions must be paid in full prior to reinstatement of our common distribution.
FelCor’s Board of Directors will determine whether to declare future distributions based upon various factors,
including operating results, economic conditions, other operating trends, its financial condition including the
outcome of refinancing our 2010 and 2011 debt maturities and capital requirements, as well as FelCor’s minimum
REIT distribution requirements.

We expect 2009 cash flow to be between $48 million and $56 million, after accounting for preferred
distributions paid in January 2009, 2009 capital expenditures, repayment and termination of our line of credit, our
recently-funded $200 million secured term loan, and after paying normally occurring principal payments.

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, such as recessions, major bank failures, 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 current economic
recession continues, our operating cash flow and the availability and cost of capital for our business will be
adversely affected.

Line of Credit. In June 2009, we repaid the $128 million balance under our line of credit, which was then
terminated. By terminating our line of credit, we eliminated certain restrictive corporate debt covenants.

Mortgage Debt. At June 30, 2009, we had a total of $1.1 billion of mortgage debt, secured by 53 of our
consolidated hotels with an aggregate net book value of $1.6 billion. Our mortgage debt is recourse solely to the
specific hotels securing the debt, except in the case of fraud, misapplication of funds and other customary recourse
carve-out provisions. Much of our hotel mortgage debt 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 certain of our hotels provide for lock-box arrangements under certain circumstances. We
generally are permitted to retain an amount required to cover our budgeted hotel operating expenses, taxes,
insurance and capital expenditure reserves 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 applicable
minimum debt service coverage ratios; however, the lock-box provisions remain in place until the loans are repaid.

Recent Financings.

e InJune 2009, we obtained a $200 million non-recourse term loan secured by nine hotels. This loan bears
interest at LIBOR (subject to a 2% floor) plus 350 basis points, and initially matures in 2011, but can
extended for as many as two years, subject to satisfying certain conditions that we expect to satisfy. The
proceeds from this new loan will be used for general corporate purposes.
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e In March 2009, we entered into a $120 million loan agreement with The Prudential Insurance Company of
America secured by seven hotels. The proceeds of the loan were used to repay the balance of an existing
loan secured by the same properties that would have matured on April 1, 2009. The new loan matures in
2014 and bears interest at 9.02%.

Maturing Debt. We have two non-recourse mortgage loans with an aggregate principal amount of
$14 million (each secured by one hotel) that matured in June 2009 but remain unpaid and are in default. Although
we have sufficient liquidity to repay these loans, we believe that using our available cash, under current
circumstances, to repay these loans may not be prudent. These loans are serviced by a third-party servicer on behalf
of the investors in a larger pool of loans that includes these loans. That servicer would not engage in discussions
with us to extend the maturity dates unless and until the loans were in default; consequently, we withheld payment
and permitted the loans to go into default. We have now begun negotiations with the special servicer to extend the
maturity of these loans. We can provide no assurances that we will be able to extend the maturity of these loans on
acceptable terms. If we are unsuccessful in our efforts to extend the maturity of these loans, we have the right to
repay the amounts outstanding under either or both loans (in which case, we could then sell or refinance the hotels
now or in the future) or, in the alternative, allow the lenders to foreclose on either hotel or both hotels.

We have also begun preliminary discussions with various lenders to modify and/or refinance all of our debt
that will mature in 2010 and 2011. Two pools of non-recourse mortgage loans, with a combined current balance of
$275 million and secured by 14 of our hotels (eight of which are not cross-collateralized), are scheduled to mature
in May 2010. With regard to these two loans, we believe that extending the maturity dates to align with the
economic recovery, stabilized cash flows and an improved hotel transaction market is in the best interests of the
lenders and FelCor LP. As a consequence, we intend to seek such extensions. In addition, we intend to discuss
other loan modification options, as well as explore other refinancing opportunities and potential asset sales as a
means of satisfying our obligations as they mature. There is no assurance that we will be successful in such
negotiations or be able to obtain extensions or other modifications on acceptable terms.

Senior Notes. Our publicly-traded senior notes require that we satisfy total leverage, secured leverage and
interest coverage tests and maintain a minimum amount of unencumbered assets in order to: (i) incur additional
indebtedness except to refinance maturing debt with replacement debt, as defined under our indentures; (ii) pay
distributions in excess of the minimum distributions required to meet FelCor’s REIT qualification test; (iii)
repurchase FelCor’s capital stock; or (iv) merge. We remain in compliance with those 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. In addition, if we were unable to continue to satisfy the debt 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. Twenty of our hotels are currently unsecured by mortgage debt; these
hotels account for $1.1 billion in gross asset value. Our senior notes are guaranteed by us, and payment of those
obligations is currently secured by a pledge of FelCor’s limited partnership interest in us.

We have engaged in preliminary discussions with bankers regarding our options to refinance our publicly-
traded notes, which mature in 2011 and represent $515 million of indebtedness, in the aggregate. These options
may include repurchasing or replacing some or all of our outstanding notes through cash purchases in the open
market, issuing new notes or exchanging existing notes for new debt securities in privately negotiated transactions
or otherwise. There is no assurance that we will be successful in such negotiations or be able to refinance our notes
on acceptable terms. Such transactions, if any, will depend on prevailing market conditions, our liquidity
requirements, the resolution of our 2010 debt maturities, contractual restrictions and other factors. The amounts
involved may be material.
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Interest Rate Caps. To fulfill requirements under certain loans, we entered into interest rate cap
agreements with aggregate notional amounts of $427.2 million at June 30, 2009 and December 31, 2008. These
interest rate caps were not designated as hedges and had insignificant fair values at both June 30, 2009 and
December 31, 2008, resulting in no significant net earnings impact.

Inflation

Operators of hotels, in general, possess the ability to adjust room rates daily to reflect the effects of inflation.
Competition 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. If competition requires us to reduce room rates or limits our ability to raise room
rates in the future, we may not be able to adjust our room rates to reflect the effects of inflation in full, in which case
our operating results and liquidity could be adversely affected.

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.

Disclosure Regarding Forward-Looking Statements

This report and the documents incorporated by reference in this 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. Certain of these risks and uncertainties are described in greater detail under “Risk
Factors” in our Annual Report on Form 10-K or in our other filings with the Securities and Exchange Commission,
or the SEC.

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 deviations from these plans, intentions or
expectations will not be material. 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 to the SEC. We
undertake no obligation to publicly update any forward-looking statements to reflect future circumstances or
changes in our expectations.
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Item 3. Quantitative and Qualitative Disclosures about Market Risk
Quantitative and Qualitative Disclosures About Market Risk

At June 30, 2009, approximately 49% of our consolidated debt had fixed interest rates.

The following table provides information about our financial instruments that are sensitive to changes in
interest rates. For debt obligations, the table presents scheduled maturities and weighted average interest rates, by
maturity dates. The fair value 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.

Expected Maturity Date
at June 30, 2009
(dollars in thousands)

Expected Maturity Date

Fair
2009 2010 2011 2012 2013 Thereafter Total Value

Liabilities
Fixed rate:

Debt $ 21682 $ 277,976 $ 306,754 $ 4528 $ 4902 $ 178,635 $ 794,477 749,741
Average interest

rate 6.97% 8.71% 8.99% 7.67% 7.69% 8.00% 8.60%
Floating rate:

Debt 750 2,084 663,300 177,225 - - 843,359 722,990
Average interest

rate® 5.50% 5.30% 4.54% 5.36% - - 4.72%
Total debt $ 22,432 $ 280,060 $ 970,054 $ 181,753 $ 4902 $ 178,635 $ 1,637,836

Average interest

rate 6.92% 8.68% 5.95% 5.42% 7.69% 8.00% 6.60%
Net discount (1,275)

Total debt $ 1,636,561

(@) The average floating interest rate represents the implied forward rates in the yield curve at June 30, 20009.
Item 4. Controls and Procedures

@) Evaluation of disclosure controls and procedures.

We have no employees as FelCor, as our sole general partner, performs our management functions. Under
the supervision and with the participation of FelCor’s management, including its chief executive officer and chief
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) promulgated 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, FelCor’s chief
executive officer and chief 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 FelCor’s management, including its chief executive officer and chief financial officer, as
appropriate, to allow timely decisions regarding required disclosures.

(b) 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 quarter covered by this report that have
materially affected, or are reasonably likely to materially affect, our internal control over financial reporting.
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PART Il. -- OTHER INFORMATION
Item 6. Exhibits

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

Exhibit Number  Description of Exhibit

10.1 Term Loan Agreement, dated as of June 12, 2009, among FelCor/JPM Hospitality (SPE),
L.L.C. and DJONT/JPM Hospitality Leasing (SPE), L.L.C., as borrowers, JPMorgan
Chase Bank, N.A., as administrative agent, and the other lenders party hereto (filed as
Exhibit 10.1 to FelCor’s 10-Q for the quarter ended June 30, 2009, and incorporated
herein by reference).

10.2 Form of Mortgage/Deed of Trust, Assignment of Leases and Rents, Security Agreement
and Fixture Filing, dated as of June 12, 2009, granted by FelCor/JPM Hospitality (SPE),
L.L.C. and DJONT/JPM Hospitality Leasing (SPE), L.L.C. for the benefit of JPMorgan
Chase Bank, N.A., as administrative agent (filed as Exhibit 10.2 to FelCor’s 10-Q for the
quarter ended June 30, 2009, and incorporated herein by reference).

10.3 Form of Note, dated as of June 12, 2009, executed by FelCor/JPM Hospitality (SPE),
L.L.C. and DJONT/JPM Hospitality Leasing (SPE), L.L.C. for the benefit of the lenders
(filed as Exhibit 10.3 to FelCor’s 10-Q for the quarter ended June 30, 2009, and
incorporated herein by reference).

10.4 Form of Carve Out Guaranty, dated as of June 12, 2009, by FelCor Lodging Trust
Incorporated in favor of JPMorgan Chase Bank, N.A., as administrative agent (filed as
Exhibit 10.4 to FelCor’s 10-Q for the quarter ended June 30, 2009, and incorporated
herein by reference).

10.5 Form of Recourse Guaranty, dated as of June 12, 2009, by FelCor Lodging Trust
Incorporated in favor of JPMorgan Chase Bank, N.A., as administrative agent (filed as
Exhibit 10.5 to FelCor’s 10-Q for the quarter ended June 30, 2009, and incorporated
herein by reference).

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

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.

32.2 Certification of the Chief Financial Officer pursuant to Section 906 of the Sarbanes-Oxley
Act of 2002.
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SIGNATURE

Pursuant to the requirements 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.

Date: August 6, 2009

FELCOR LODGING LIMITED PARTNERSHIP
a Delaware limited partnership

By: FelCor Lodging Trust Incorporated
Its general partner

By: /s/ Lester C. Johnson
Name: Lester C. Johnson
Title:  Senior Vice President, Chief Accounting Officer
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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 quarterly report on Form 10-Q 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 | 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)

b)

c)

d)

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,;

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;

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

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 | 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):

Date:

a)

b)

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

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.

August 6, 2009 /sl 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 quarterly report on Form 10-Q 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 | 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)

b)

c)

d)

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,;

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;

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

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 | 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):

Date:

a)

b)

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

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.

August 6, 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 quarterly report of FelCor Lodging Limited Partnership (the “Registrant”) on

Form 10-Q for the three and six months ended June 30, 2009, 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.

August 6, 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 quarterly report of FelCor Lodging Limited Partnership (the “Registrant”) on

Form 10-Q for the three and six months ended June 30, 2009, 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.

August 6, 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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