48-hour Comments Received after
10/21/25 and by 9 am on 10/26/25



Do you

First Last Interested Project Attached | wish to
Comment .
Name Name Party Number PDF submit an
image?
| have written 5 letters to the EPC regarding
the 2025 IDO Update. | hope the EPC has had
enough time to carefully review the Staff
Report (228 pages), the Public Comments (313
pages), the Redline exhibit (709 pages), and
the MartinezTown/Santa Barbara CPO-7 (113
pages). That's a grand total of 1,363 pages of
material. | would recommend denial until
Patricia |Willson Resident there has been adequate time for review. N/A Yes
Regarding the Martineztown/Santa Barbara
CPO-7; | am not in favor of removing two
parcels from the SBMTNA boundaries and
placing them in the Downtown MRA. | am
Neighborhoo opposed to the Staff Recommendation of
d Association APPROVAL for PLAN # TA-2025-00001. 101
Patricia |Willson [Repres Lomas NE and 229 Broadway NE N/A No
CPO-7 -
Neighborhoo My comments are below as a pdf. The North |[comment
d Association |TA-2025- [Valley Coalitions requests a deferral or if not [s48
Peggy Noeron |Repres 00001 granted, opposes TA-2025-00001. hour.pdf




October 25, 2025

| represent the North Valley Coalition and request a deferral on TA-2025-00001.
There have been several submitted amendments emailed to us, getting to a final one
issued on October 6, 2025 and | don’t know when people received it in the mail.
That does not comply with the application deadline in the EPC calendar. A request
for a facilitated meeting by Santa Barbara Martineztown Neighborhood Association
on October 10 was not responded to. | don’t know who reviewed the request, but if
it was incomplete, SBMNTA should have been notified and allowed to address
shortcomings. | would interpret a request as indication of willingness to negotiate, if
that was the only item missing. Several days ago, | received a response from Matt
Cox of Council Services, the applicant, that nothing in the request was different from
an initial neighborhood meeting. However, a facilitated meeting with a mediator is
very different from a meeting between an applicant and a neighborhood association.
Minutes of the meeting would be included in the file. There were also three other
neighborhood associations and a Coalition that would have been invited to attend a
facilitated meeting.

If a deferral is not approved, we oppose the changes to the boundaries of CPO-7. We
are concerned with the precedent of removing a property from a character protection
overlay so the protections are not provided to the property - height limits in this
case, although apparently there are others. Removal of the property seems to be an
endrun around the review and decision criteria required for a variance. A zone map
amendment is also required, and might not be approved. That should be done first.

Peggy Norton, President
North Valley Coalition



& Outlook

No Ammendment to CPO-7

From Bradley Brown <martineztown2009@yahoo.com>

Date Sat 10/25/2025 6:18 PM

To  Baca, Joaquin <joaquinbaca@cabqg.gov>; Molina, Nathan A. <namolina@cabq.gov>; PlanningEPC
<PlanningEPC@cabq.gov>

This Message Is From an Untrusted Sender Report Suspicious
You have not previously corresponded with this sender.

For the October 28th EPC Meeting:

Do not remove 229 Broadway NE from Martineztown/Santa Barbara. Also, | do not support the removal of 101 Lomas
NE.

Our neighborhood is small and often challenged by the city's decisions.

Sincerely,
Bradley Brown
409 Placido Martinez Ct NE
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TA-2025-00001 - Amendment to the Martineztown Santa Barbara Neighborhood Boundary

From SBMTNA <sbmartineztown@gmail.com>
Date Fri 10/24/2025 2:41 PM
To  PlanningEPC <PlanningEPC@cabg.gov>; Renz-Whitmore, Mikaela J. <mrenz-whitmore@cabgq.gov>

Cc salamdezia@gmail.com <salamdezia@gmail.com>; jeslopez102@gmail.com <jeslopez102@gmail.com>;
Rosalie Martinez <rosalimartinezO6@gmail.com>; dznaranjo30@gmail.com <dznaranjo30@gmail.com>;
meliszdelia@gmail.com <meliszdelia@gmail.com>; NaranjoLopez2010@gmail.com
<NaranjoLopez2010@gmail.com>; Robert” Woodruff <robxela@yahoo.com>;
sanignacio_abg23@archdiosf.org <sanignacio_abg23@archdiosf.org>; lan Colburn <colburn.ian@gmail.com>;
christina apodaca <mom2301br@aol.com>; lucerodarryl123@gmail.com <lucerodarryl123@gmail.com>;
Evelyn Bonilla <crideb@yahoo.com>; Bradley Brown <martineztown2009@yahoo.com>; Bradley Brown
<bbabgnm@yahoo.com>; tinadauber@gmail.com <tinadauber@gmail.com>; Diana Dorn-Jones
<ddj5050@att.net>; Bianca Encinias <nmcorazon75@gmail.com>; Crystal G <crystalg79@gmail.com>;
joanntg630@gmail.com <joanntg630@gmail.com>; ljinewmexico@gmail.com <ljinewmexico@gmail.com>

[I]J 9 attachments (19 MB)

Office Depot Scan 11-11-2024_16-18-01-656.pdf; FILE_7639.pdf; R-106Enacted.pdf; REALESTATECONDITIONS.pdf; Case #2024-
10 SBMTNA Exhibit - FS R-20-75.pdf; Martinextown-Santa Barbara MRA Designation Report 1989.PDF; 2022 HNEDF Plan
Final.pdf; PETITIONSAGAINSTDOWNTOWNPLANANDAMENDMENTOMTSBBOUNDARY.pdf;
LETTERTOEPCAmendmenttolDOCPO-7.docx;

This Message Is From an External Sender

Report Suspicious
This message came from outside your organization.

Please see attached letter to the Environmental Planning Commission and Exhibits.
Loretta Naranjo Lopez, President

SBMTNA
(505)270-7716

https://www.cabqg.gov/sustainability/documents/heat-watch-albuquerque report 111921.pdf




October 24, 2025

Daniel Aragon, Chair

Environmental Planning Commission
600 Second Street , 3™ Floor
Albuquerque, NM 87102

RE: Project #, An IDO — Small Mapped Area - Amending the boundary of Martineztown/Santa
Barbara — CPO-7 to remove 229 Broadway NE and 101 Lomas Blvd NE

Dear Chair Daniel Aragon and Environmental Planning Commission,

Santa Barbara Martineztown Neighborhood Association (SBMTNA) request a deferral of the
Small Mapped Area — Amending the boundary of Martineztown Santa Barbara — CPO-7 to
remove 229 Broadway NE and 101 Lomas Blvd NE. The reason for the deferral is that
SBMTNA Martineztown Santa Barbara boundaries and was not asked to be at the table when
there was any discussion regarding amending the Martineztown Santa Barbara Neighborhood
boundary — CPO-7. The failure to provide proper notice to the SBMTNA and the Martineztown
residents precluded proper public participation. The City of Albuquerque Planning staff and City
Council staff needed to meet with the Martineztown neighborhood prior to submitting their
request for amendment to the CPO-7. There should have been an advisory committee that met
for one year before this request was submitted.

Furthermore, there have been many notifications recently of this request to the residents of
Martineztown Santa Barbara neighborhood which has made it very difficult to know what is
proposed in this request. According to our record, a public notice was mailed out on or about
August 19, 2020 and needed to be corrected with the correct year of 2025 not 2020. According
to the public notice, the hearing was scheduled on October 16, 2025. Another public notice was
sent out on or about August 27, 2025 for the same request, but the location description and date
were changed. The hearing was now scheduled for October 28, 2025. On September 4, 2025,
Matthew Cox provided a report regarding the Martineztown/Santa Barbara Neighborhood
Association Boundary. In this report, the Matthew Cox stated “I wanted to make sure it was
clear, that as part of this amendment, we are not amending the Neighborhood Association
boundary. This boundary will be untouched and has nothing to do with this amendment.” This
report also states that “the neighborhood would still receive notification for any legislative items
that occur on the Broadway property and surrounding properties.” This is another reason the
amendment to Martineztown Santa Barbara boundary should not be changed. SBMTNA wants
input in the development. The other reason is that the Martineztown Santa Barbara CPO-7 is in a
historical neighborhood and has and continues to be an adjacent neighborhood to Downtown.

On October 6, 2025, another public notice was sent to the neighborhood association and property
owners. The label on the notice had 2™ Correction letter. The hearing date was October 28,
2025. Another Correction letter date October 6, 2025 had 3™ Correction letter with added
address 101 Lomas NE.



During this time, SBMTNA requested several times for a facilitated meeting due to the fact that
this was unusual case for the City Council to request to change a neighborhood boundary. This
is not just a boundary but an historical neighborhood boundary. Matthew Cox first stated he
would let Tyson R. Hummell, Assistant City Attorney/ADR Coordinator know our request. He
never did make that request. After I spoke with his supervisor Matthew Cox, he later informed
me that I had to send an email to the Planning Director, but no email was provided. I sent the
request for a facilitated meeting to devhelp@cabg.gov and never received a reply. (See email to
the Planning Department Director)

The ABQ Comprehensive Plan perpetuates the inappropriate commercial and mixed-use zoning
in a minority urban area that has traditionally hosted single-family dwellings. Martineztown
endures heavy commercial and mixed-use zoning in contrast to the actual residential land use.
As a result of the heavy commercial and mixed-use zoning, the residents of Martineztown
continue to face the destruction of their neighborhood. Now the City wants to move the
Downtown into Martineztown Neighborhood to benefit the land speculators and Downtown
economical from the MRA funding and at the same time gentrifying the Martineztown Santa
Barbara neighborhood.

The neighborhood of Martineztown Santa Barbara has suffered disproportionate detrimental
impacts from the long-standing history and pattern of discrimination by the City of
Albuquerque’s zoning and the City has notoriously failed to correct the problem even when the
Integrated Development Ordinance (IDO) was adopted. The City of Albuquerque has for over
four decades repeatedly implemented detrimental zoning directly causing the erosion of the
community’s social fabric and historic character. Now the City has taken away a portion of our
historical MRA boundary to allow the Downtown to benefit economically and to further causing
displacement of residents and now proposes to amend the neighborhood boundary. (See HNDEF
Report 2022)

SBMTNA recommends denial of the amendment to change Martineztown boundary based under
Part 14-16-1 General Provisions Section 1-3 Purpose, 1-3(R) the City failed to provide processes
for development decisions that balance the interests of the City, property owners, residents, and
developers and ensure opportunities for input by affected parties. The City Council staff came to
the neighborhood association meeting after he filed the request. A facilitated meeting should
have been provided so that the facilitator is willing to work with both sides without any biases.
The City of Albuquerque City staff has as per 1-3(D) the City is to protect Martineztown Santa
Barbara a neighborhood that has been underserved. The City also under 1-3(E ) is required to
protect the quality and character of residential neighborhood of Martineztown Santa Barbara
neighborhood. By creating a fortress around the neighborhood is not protecting the character nor
is the recommended high density that is out of character with the historical density that exists in
the neighborhood. According to 1-3 (G) the City by taking away a portion of the existing
Martineztown MRA Area and the proposed amendment to the Martineztown is not promoting
small scale neighborhood serving economic development opportunities to improve Martineztown
Santa Barbara Neighborhood. Instead, it is promoting a playground for the rich and increasing
density to expand Martineztown into a downtown urban center instead of adjacent neighborhood.
This request also fails to follow 1-3(I) to protect the health, safety and welfare of the residents by
promoting more intense uses that bring in more traffic in the neighborhood with diesel buses and


mailto:devhelp@cabq.gov

other vehicle which increases the already dangerous levels of pollution. (See the Health Impact
Study Study done by Bernalillo County Place Matters and Heat Wave Report)

6-7(E)3. Review and Decision Criteria

Westend of the Martineztown Santa Barbara boundaries has always been zoned
industrial/wholesale/manufacturing or Non-Residential — Light Manufacturing. The proposed
small-mapped area boundary amendment is able to develop the property at 229 Broadway NE
under the existing boundary. The Burger King at 101 Lomas NE has recently been renovated
and does not need any changes. The best use for the 229 Broadway should be determined by the
Martineztown Santa Barbara neighborhood not a few people who do not live in the
neighborhood.

The word “Gateway” is a fad that should no longer be used especially in the historical
neighborhood of Martineztown. The Embassy Suites on Woodward NE already uses the word
“Gateway.” How many gateways do we need?

The City Council staff refers to the Goal 5.1 Centers and Corridors in the ABQ Comprehensive
Plan. What staff fails to mention is how this development will follow Comp Plan 4-3
Development in established neighborhoods matches existing character. Established
neighborhoods are protected, preserved, and enhanced in the residential neighborhood of
Martineztown and how the City proposes to provide development that will meet the needs of the
neighborhood? There are already pressures on Martineztown historical land use which has
adversely impacted the quality of life for the residents.

The City of Albuquerque has already zoned Martineztown to the achieve the highest density.
The applicant has the opportunity to request a zone change under the current boundary as well as
request higher height regulations. Just recently, the City approved an applicant to go 5 stories on
Woodward NE. During the IDO, SBMTNA requested that the neighborhood not look like a
fortress, but the City ignored the request.

The neighborhood association wants know how the development of 229 Broadway NE will
benefit the neighborhood? The neighborhood will have no say if the property is removed from
the neighborhood boundary.

Downtown land use is too intense for the historical neighborhoods adjacent to downtown. The
historical neighborhoods provide an opportunity for families to live in the neighborhood and
their children are allowed an opportunity to benefit from existing institutions such Albuquerque
High and Longfellow Elementary public schools. Albuquerque has given millions to these
schools and they need to be utilized.

The Goal 5.2 Complete Communities — Martineztown already has residents that live, work,
learn, shop and play together. Under policy 5.2.1 sub policy 5.2.1m the current land is able to be
utilized today without changing the boundaries and without limitations.



The vacant property is in the historical Martineztown boundary. This area has never been
vacant. Several businesses were on this location and later the land was used as a ponding area.
There are no high-rise towers near this site. The buildings near this site are mainly one, two
stories high. There is one building five stories. There is no clean boundary map with the
Downtown boundary. Lomas divides the property to south and railroad tracks divides the
property to the west. The clean boundary map already exists with Martineztown Santa
Neighborhood historical neighborhood boundary.

Under 6-7(E) (3)(b), the parcels are located next to Area of Consistency. The area needs to
remain in the Martineztown boundary. The City needs to protect and preserve the neighborhood
boundary.

Policy 5.6.2 is not relevant. The Major Transit Corridor is practically nonexistence. The buses
do not run frequently. Before developing for a Major Transit corridor, the City really needs to
do something with improving the transit system. Bus drivers are hard to find and people are too
afraid to take the bus.

The Martineztown Santa Barbara is to be protected and preserved. SBMTNA believes the City
of Albuquerque along with land speculators are planning to displace the residents of
Martineztown, since the single-family dwellings in the neighborhood are zoned for higher
density housing. Martineztown needs to have stronger policies in order to the preserve and
protect the neighborhood and the city refuses to do anything to protect and preserve the
neighborhood.

Under policy 5.6.2 - The development at this corner can be developed with the current
Martineztown boundary. The issue is who does it benefit? The neighborhood knows this will
gentrify our neighborhood. This request results in the continuous discriminatory practices by the
City of Albuquerque against Martineztown residents.

Under 6-7(3) (3) (¢ ) -The proposed area is not located wholly in an area of change. Across the
street is an area of consistency. Martineztown Santa Barbara MRA R-90-498 provides the MRA
TIF for future development on the site and is more appropriate to provide this funding to help
improve the neighborhood which has been historically neglected by the City of Albuquerque.
SBMTNA request an investigation of the MRA office since the department continues to diminish
the existing R-90-498 Martineztown MRA Area. SBMTNA request an investigation of
Councilor Baca since his neighborhood benefits from these changes.

There has been no change in this area. The area has been a ponding area for many years. The
neighborhood association has asked for further study to determine if this property is still
necessary in order to protect the neighborhood flooding. The area still floods.

Amending CPO-7 boundary does not diminish the flexibility to develop the property. The
property is zoned industrial. The City will be required to request a zone map amendment
regardless. The surrounding mix use zoning provides that opportunity. A boundary change or
zone change does not have a greater impact on the Albuquerque Housing Crises. The city of



Albuquerque has a high vacancy rate. The issue is that the housing costs are too high for
Albuquerqueans. The zoning or boundary cannot control the cost of housing.

Under 6-7(E )(3 )(d) — The existing zoning allows permissive uses that are detrimental to the
neighborhood. The City is proposing to change the zone which can be changed under the current
boundary. The harm is by changing the historical boundary.

According to 6-7(E )(3) (e), The City of Albuquerque should not consider economics and does
not have the evidence to base its justification on the cost of land or economic considerations.
This has never been the reason for IDO regulations. Under Policy 8.1.1, The current regulations
do not limit the property and the potential of creating diverse experiences and amenities in the
area since the area already experiences diverse amenities.

Policy 9.3.1 does not pertain to Martineztown Santa Barbara Neighborhood Boundary.
However, the neighborhood is zoned with mixed use development and should not stop the
development on this property. The property is next to industry to the north, east is mixed use,
and Lomas Boulevard and a 5-story building on the south and car rental company. The current
boundary does not stop the property from being developed. The character is relatively small
business one story buildings surrounding the property.

While it is impossible to remedy the decades of mistreatment and deterioration of the
Martineztown Santa Barbara Neighborhood by the City of Albuquerque, SBMTNA requests that
this amendment to the Martineztown Santa Barbara boundary be deferred or if deferral is not
recommended that the subject request be denied, based on the staff report dated October 28,
2025:

1. There does not appear to have been an application under the IDO.

2. It appears that there was no determination that the application was complete, before
scheduling this hearing.

3. The applicant has not presented evidence that the state law minimum criteria for zone
changes have been met. That the applicant intends some undermined future use at the
site is not sufficient to support a piecemeal zone change.

4. It appears the applicant is the City Council or Councilor Baca, and that the City Council

and Councilor Baca have prejudged the proposed text amendment/zone change. The

decision-maker for the text amendment/zone change should be impartial.

The application has not followed the Section 6-7(E) procedures.

6. The applicable criteria for the text amendment have not been satisfied.

N

SBMTNA recommends a standing advisory committee of community residents, business owners
and City staff to work on planning and development of 229 Broadway NE under the
Martineztown Santa Barbara Neighborhood boundary.

Sincerely,

Loretta Naranjo Lopez, President



Martineztown/Santa Barbara Neighborhood

Meftropolitan Redevelopment Area

Designation Report

Redevelopment Division
Planning Depariment

October 1989
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RE§0LUTION
DESIGNATING THE MARTINEZTOWN/SANTA. BARBARA NEIGHBORHOOD A METROPOLITAN
REDEVELOPMENT AREA, MAKING CERTAIN FINDINGS AND DETERMINATIONS
PURSUANT TO THE METROPOLITAN REDEVELOPMENT CODE.

WHEREAS, Section 3-60A-8 of the Metropolitan Redevelopment Code of
the State of New Mexico Section 3-60A-1 through 3-60A-18 N.M.S.A.
(1978 Comp.) states: “A municipality shall not prepare a Metropolitan
Redevelopment Plan for an area unless the Governing Body has by
resolution determined the area to be a slum area, or a blighted area,
or a combination thereof and designated the area as appropriate for a
Metropolitan Redevelopment Project(s)..."; and

WHEREAS, the City of Albuquerque (the "City") and the Metropolitan
Redevelopment Agency of .the City (the “Agency") and their employees
and agents, have for some time engaged in a study of slum and blighted
areas within the City, and have submitted their findings and
recommendations concerning the designation of the Martineztown/Santa
Barbara Neighborhood as a.Metropo'Htan Redevelopment Area, hereinafter
identified, to the City Council of Albuquerque (the “Council®), which
findings and recommendations are set forth in Exhibit A attached
hereto and incorporated by reference; and

WHEREAS, pursuant to Section 8 of the Metropolitan Redevelopment
Code, the Council has caused to be published on October 21 and 22,
1989 1in the Albuquerque Journal, a newspaper of general circulation
imahe metropolitan area, a notice containing a general description of
the area and the date, time and place where the Council will hold a
public hearing to consider the adoption of this resolution, and
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announcing that any interested party may appear and speak to the issue
of the adoption of this resolution; and

WHER}-:AS, the Albuguerque Development Commission held an advertised
public he'ar'lng on October 23, 1989, took testimony from the public,
and recommended to the Council thé designation of the Martineztown/
Santa Barbara Neighborhoods as a Metropolitan Redevelopment Area as
described herein; and

WHEREAS, the Council met on this 20th day of November 1989, at the
time and place designated in the notice, to hear and consider all
comments of all interested parties on the issue of the adoption of
this resolution; and

WHEREAS, the Council has considered the findings and
determinations set forth in Exhibit A, attached hereto, and all
comments made at the public hearing concerning the conditions which
exist in the proposed Martineztown/Santa Barbara Neighborhood
Metropolitan Redevelopment Area, including the conditions identified
in Exhibit A, attached hereto.

BE IT RESOLVED BY THE COUNCIL, THE GOVERNING BODY OF THE CITY OF
ALBUQUERQUE: ‘

Section 1. The Council hereby finds and determines that the
proposed Martineztown/Santa Barbara Nedghborhood Metropolitan
Redevelopment Area is an area which, by reason of presence of a
substantial number of deteriorated or deteriorating buildings;
predominance of defective or inadequate street layout; faulty lot
Tayout in relation to size, adequacy, accessibility, or usefulness;
unsanitary or unsafe conditions; deterioration of site or other
improvements; obsolete or impractical planning and platting,special
assessment delinquency exceeding the fair value of the land, defective
or unusual conditions of title, improper subdivisions or lack of
adequate housing facilities in the area, or an area where a
significant number of co-nmercia'l or mercantile businesses have closed
or significantly reduced their operations due to the economic losses

or Tloss of profit due to operating in the area; low levels of
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commercial or Jndustrial activities or redevelopment; or any
combination of the above 'factors, substantially impairs and arrests
the sound growth and economic health and well-being of the City and
the proposed Martineztown/Santa Barbara Neighborhood Metropolitan
Redevelopment Area; constitutes an economic and social burden; 1s a
menace to the public health, safety, morals and welfare in 1ts present
condition and use; is a blighted area and 1s appropriate for a
Metropolitan Redevelopment Project(s);

Section 2. The Council hereby finds that the rehabii{itation,
conservation, development and redevelopment of and in the proposed
Martineztown/Santa Barbara Neighborhood Metropolitan Redevelopment
Area 1s necessary in the -interest of the public health, safety, morals
and welfare of the residents of the City:

Section 3. The Council hereby declares the area identified in
Exhibit A, attached hereto, to be the Martineztown/Santa Barbara
Neighborhood Metropolitan Redevelopment Areas
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PASSED AND ADOPTED THIS 3rd DAY OF JANUARY » 1990.

BY A VOTE OF ] FOR AND 0 AGAINST.

——————

ve D. Ballegos, Preyident
City Council

APPROVED THIS 19 W DAY OF %@Mﬁ[ﬂ({ﬁi 1990.

Louis E. Saavedra, Mayor
City of Albugquerque

City Clerk
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MARTINEZTOWN/SANTA BARBARA NEIGHBORHOOD
METROPOLITAN REDEVELOPMENT AREA DESIGNATION REPORT

INTRODUCTION

The Metropolitan Redevelopment Code (3-60A-1 to 3-60A-48 NMSA 1978)
provides cities in New Mexico with powers to correct conditions in areas or
neighborhoods within municipalities which "substantially inflict or arrest the
sound and orderly development” in the city. These powers can only be used
within designated Metropolitan Redevelopment Areas; establishment of a
Metropolitan Redevelopment Area is based on findings of conditions of "sium"
or "blight.®

The Martineztown/Santa Barbara area 1is proposed as a Metropolitan
Redevelopment Area by this Designation Report. The boundaries (see page 2 and
Map A for specific boundaries) are I-25 on the east, Menaul Boulevard on the
north, the Santa Fe Atchison and Topeka Rallway tracks on the west, and Lomas
Boulevard on the south.

The criteria for a "blighted” area (see below) in the Code can be divided
into five major groups: existing physical conditions, physical layout, safety,
current use, and land ownership. The following existing conditions analysis
examines each of the criteria groups and finds that Martineztown/Santa Barbara
exhibits a combination of the factors contributing to a blighted condition.

The revised Martineztown/Santa Barbara Sector Development Plan recommends
Metropolitan Redevelopment Area designation; the Plan was recommended for
adoption by the Environmental Planning Commission in September. Some of the
research used in the Sector Development Plan has been used for this report.

"Blighted area" means an area within the area of operations other than a sium
area, which by reason of the presence of a substantial number of deteriorated
or deterjorating structures, predominance of defective or 1inadequate street
layout, faulty lot layout in relation to size, adequacy, accessibility or
usefulness, unsanitary or unsafe conditions, deterioration of site or other
improvements, diversity of ownership, tax or special assessment delinquency
exceeding the fair value of the land, defective or unusual conditions of
title, improper subdivisions or lack of adequate housing facilities in the
area or obsolete or impractical planning and platting, or an area where a
significant number of commercial or mercantile businesses have closed or
significantly reduced their operations due to the economic losses or loss of
profit due to operating in the area, low levels of commerclal or industrial
activity or redevelopment, or any combination of such factors, which
substantially impairs or arrests the sound growth and economic health and well
being of a municipality or locale within a municipality, or an area which
retards the provisions of housing accommodations or constitutes an economic or
social burden and 1s a menace to the public health, safety, morals or welfare
in 1ts present conditions and use.(3-60A-4, NMSA 1978)
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AREA BOUNDARIES

The area shown on the attached map and described below is proposed for
designation as a Metropolitan Redevelopment Area.

Beginning at the intersection of the north right-of-way line of Lomas
Boulevard NE with the east right-of-way 1ine of the Atchison, Topeka and Santa
Fe Rallway;

Thence, north along the east right-of-way 1ine of the Atchison, Topeka and
Santa Fe Railway of the south right-of-way 1ine of Menaul Boulevard NE;

~ Thence, east along the south right-of-way 1ine of Menaul Boulevard NE to

1ts intersection with the west access control line of Interstate Highway
25;

Thence, south along a projected 1ine from said intersection to the west
access control line of the Lomas Boulevard off-ramp of Interstate Highway
25;

Thence southwest along the west access control 1ine of the Lomas Boulevard
off ramp of Interstate Highway 25 to its point of intersection with the
north right-of-way 1ine of Lomas Boulevard NE;

Thence, west along the north right-of-way 1ine of Lomas Boulevard NE to
the point and place of beginning.



EXISTING CONDITIONS ANALYSIS

1. EXISTING PHYSICAL CONDITIONS

1.1

Deterioration of site or other improvements

Note: Site conditions were analyzed through visual driving and
walking surveys.

1.1.1. Unimproved lots and non-landscaped areas are scattered
throughout the area, often grouped together, contributing to a sense
of neglect. Landscaping on commercial and industrial properties 1is
poor or non-existent, which has a blighting effect on surrounding
areas. Many of these problems can be seen along Broadway, Edith,
Odelia, and Commercial. Heavy commercial and manufacturing
businesses are often located adjacent to residential areas (see
Exhibit I). These businesses include contractor's yards, outdoor
storage and heavy equipment yards, warehouses and automobile repair
shops. Many of these businesses do not meet City landscaping and
buffering code requirements; several of these may have existed before
the requirements were established. Exhibit I, following, shows areas
with neglected or absent landscaping, including large amounts of
weeds or litter. Deteriorated fencing 1s also evident in the area.

1.1.2 Sidewalks: Sidewalk conditions are poor in several sections of
the Martineztown/Santa Barbara Neighborhood (see Exhibit II). Many
sidewalks are deteriorated and in some areas are non existent,
notably along portions of major streets such as Menaul, Commercial,
Odelia, and Mountain. In addition, the placement of utility poles
and signposts along sidewalks, the prevalent narrow rights-of-way,
and few pedestrian crossing zones, make pedestrian travel difficult
and unsafe.

1.1.3 Trash, weeds, and 1itter: Trash, weeds and litter are found
on most of the vacant lots, with some notable exceptions. A number
of sidewalks exhibit significant weed growth, as do several
industrial/commercial sites just east of Broadway. See Exhibit I.

2. PHYSICAL LAYOUT

2.1

Predominance of defective or inadegquate street layout

2.1.1 Defective or inadequate street layout depends on intensity and
types of uses and the age of the existing street system. The
community was established in the early to mid-1800s as an
agricultural village. Early development followed the typical pattern
of Spanish settlements with long narrow parcels and houses clustered
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2.2

on these parcels near a central narrow thoroughfare. The clustering
was Intensified by the village's location up against the sandhills.
As a result many streets in the area are narrow with houses
immediately adjacent to the street; several streets dead end at the
sandhi1ls. Uses vary from industries to old established homes; the
street system includes century-old wagon roadways as well as modern
industrial access roads.

In the older portion of Martineztown/Santa Barbara south of I-40 and
east of Broadway, many of the streets are less than 32 feet wide
(some are less than 20 feet wide). In low density residential areas,
emergency vehicle access is difficult (see Section 3 below). 1In the
industrial/commercial areas located just east of Broadway south of
1-40, many of the streets are narrow (see Exhibit III). A number of
the manufacturing and heavy commercial uses allowed by the zoning are
located on streets considerably narrower than the width of 68 feet
recommended for access to industrial areas by the Long Range Major
Street Plan, (see 4/89 revisions in the 1990 Transportation Program,
p. D 4-5). Some streets are only 20 feet wide.

In the twentieth century the placement of Interstate 40 through a
more recently settled residential area at the north end of the area
created opportunities north of the freeway for uses such as small
manufacturing and shipping, adding to the mixture of uses with
inadequate streets. Here, as in the south area, commercial/
industrial uses on Edith are spilling west onto residentially scale
32-foot-wide streets in the neighborhood. Towner, a narrow unpaved
road just south of Menaul, 1s currently being used for
industrial/commercial access.

Faulty lot layout 1n relation to size, adeguacy, accessibility or
usefulness

2.2.1. In relation to size:

Lot size varies in the Martineztown/Santa Barbara neighborhood from
area to area. In the area between I-40 and Menaul, many R-1 zoned
lots are of substandard size according to the City Comprehensive Code
minimum requirement of 6,000 square feet. Many lots in the mid and
southern areas are smaller and narrower than those to the north,
since they are often remnants of old farming strips connected to the
now unused Barelas Ditch. The Sector Development Plan, 1989,
recommends allowance of narrower lots and reduced open space in the
residential areas to complement the existing older small Tlots;
however, a majority of the existing lots are smaller than those
proposed.
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2.2.2 In relation to adeguacy:

As with the street layout described in 2.1 the inadequacy of 1lot
layout varies with the intensity of the allowable land use. Parts of
the area are zoned for manufacturing and heavy commerclal and are
divided into small narrow lots, notably along Broadway south of
Odelia and along Rosemont (see Exhibit III). Although there are no
Tot size requirements for heavy commercial or manufacturing uses in
the revised plan, the small lots preclude adequate accommodation of
buildings and parking suitable for such uses.

2.2.3. In relation to accessability:

Many lots (see Exhibit III) are only accessible by narrow substandard
streets or undedicated right of way.

2.3 O0Obsolete or Impractical Planning and Platting

Current planning and lot layout are impractical for existing zoning
including residential, commercial and manufacturing areas; see 2.2
for details.

3. UNSANITARY OR UNSAFE CONDITIONS
3.1 Crime

3.1.1 Statistics on reported crimes (see Figure 1) in the

Martineztown/Santa Barbara area indicate that the overall crime rate
is close to that in the city as a whole, although in one category -
assault - the percentage is notably higher than that in the city as a

whole.
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3.1.2 The City Police Department states that inadequate street
1ighting can contribute to opportunity for assault. This condition
is evident in many of the residential areas and along major streets
in Martineztown/Santa Barbara such as Menaul Blvd., Indian School
Road/0delia, Edith Blvd., Mountadn Road, Commercial Ave., and Lomas
Blvd. (see Exhibit 1IV).

3.2 Emergency Vehicle Access

Some dwellings in Martineztown/Santa Barbara with access only on
narrow streets may be 1inaccessable to fire, ambulance and other
emergency vehicles. This situation 1s a potentially dangerous one
for the safety of the area (see accessability map, Exhibit III).

3.3 Perception of safety

At public meetings held during preparation of the revised sector
development plan, Martineztown/Santa Barbara area residents stated
that crime was a major concern  Substance abuse, burglaries and
transients were named as particular concerns.

3.4 Flooding

During the recent heavy rains in the city (July, 1989) several
streets in the Martineztown/Santa Barbara area between Edith and
Broadway, Lomas and Mountain, flooded. This entire area is within
the 100-Year-Flood Zone (see Exhbiit V). A storm sewer 1ine 1is
projected to be installed in this area, but no work to date has been
performed.

The 0delia Dam Outfall storm drainage project currently empties onto
Edith Boulevard just south of I-40, and flooding 1s reported by
residents of the area to the west and north of Edith and I-40. Parts
of this area are within the 100-Year-Flood Zone (see Exhibit V). The
problem has been identifled by the Public Works Department, but no
work to date has been performed.

4. CURRENT USE

4.1. A _significant number of commercial or mercantile bulldings have
closed or moved elsewhere in the city.

Business turnover in the Martineztown/Santa Barbara area s
significant. Only eleven out of 42 area businesses listed in the
1977 City Directory are still located in Martineztown/Santa Barbara
in 1989. Over half (42 out of B1) of the businesses on Broadway
between Lomas and Menaul 1isted in the City Directory between 1977
and 1988 have closed or moved elsewhere within the last ten years. A
1989 survey of the Martineztown/Santa Barbara area businesses

10
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surveyed by the Redevelopment Division in 1987 showed that more than
one guarter (29 out of 99) of those in the area in 1987 are no longer
open or have changed name or ownership. The 1989 survey identified
nineteen new or renamed businesses in the area.

4.2 Low levels of commercial or industrial activity or redevelopment

4.3

Only two major construction projects have occured in Santa
Barbara/Martineztown during the last ten years: the New Mexico
Employment Security Department Building located on Mountain west of
Edith and the Sun Village Apartments located south of I-40, west of
1-25.

Commercial and industrial enterprises on Broadway and the west side
of Edith, north of 1-40, provide employment opportunities for
residents of the area. However, the unemployment rate in
Martineztown/Santa Barbara is 10.3%. This rate 1s significantly
higher than that in the city as a whole (6.4% according to the 1980
census. Businesses which are notably lacking in the community are
those which provide services and goods for the residential areas. Of
the approximately 100 businesses in the proposed MR area, only filve
provide neighborhood services: two small variety/grocery stores, a
farmers market, five body shops, and a small restaurant.

Inappropriate subdivisions or lack of adequate housing facilities in
the area.

4.3.1 Appropriate subdivisions include adequate lot size, good
access, and planning for dralnage, among other facllities.
Subdivisions in the area, as noted above, do not meet these criteria.

4.,3.2 Lack of adequate housing facilities

Affordable housing is a need in the area, as stated by residents 1in
planning meetings held by the Redevelopment Division. The median
household income in Martineztown/Santa Barbara, according to the 1980
Census, was $9,839 ($819 a month), only slightly more than half of
the city median household income. The 1980 median housing value in
the area was $32,314. Monthly payments at 11% for a 30-year loan (in
1980 interest rates jumped from 9.5% to 12.5%) for a house of this
value would have been approximately $355 a month (including
principal, interest, insurance and taxes) or $4260 annually, 43% of
median household income. This percentage is more than ten per cent
higher than the percentage financial institutions feel is
affordable. For households with higher incomes, a higher percentage
can be allocated toward housing costs.

The rarity of new housing projects underscores the lack of housing
development in the area. Since most of the existing housing stock 1is
already more than 40 years old, new housing will soon become a
necessity. The 1980 Census reported that 84% of the area's houses
was constructed prior to 1960, 67% were built before 1950. Although

13



5.

the 1970s Model Cities program and the current City Housing Division
program has rehabilitated homes in Martineztown/Santa Barbara, it can
be expected that repairs for many of the houses of this age will be
increasingly impractical.

LAND OWNERSHIP

5.1 Diversity of Ownership

5.2

The complex development history of the area has resulted in many
privately-owned small parcels in the center of the community with
larger tracts and institutional or business ownership in the areas
adjacent to the railroad and to the freeway. 1980 Census data
indicates that 51 percent of the housing 1s owner occupied while 44
1s tenant occupied, with 5% of the housing stock vacant. The
residentially developed lots have been passed on from family
generation to generation and some properties now have title problems
(see 5.2). The relatively undeveloped land east of Edith north of
Odella and between the sandhills and I-25 s owned by a few major
landholders: the cemeteries, Sandia Foundation, the Albuguerque
Public Schools, and the Archdiocese of Santa Fe. The Springer
Corporation owns sizable tracts adjacent to the ratlroad tracks and
at the southwest corner of Menaul and I-25. The Barelas Ditch, no
longer used by the Middle Rio Grande Conservancy District and now
under multiple ownership, runs through the entire neighborhood.

Defective or unusual conditions of title

Martineztown/Santa Barbara was settled before New Mexico became part
of the United States and properties in the area have been passed down
through many generations. Property transfers include nineteenth
century wills dividing the land among many family members, MRGCD
easements, land sales through modern subdivisions, donations to the
Archdiocese of Santa Fe, and institutional acquisition of property.
Conditions of title are therefore complex and often unusual or
defective. Several property owners who applied for the City
rehabilitation funds have had difficulty in obtaining clear title.

14



CONCLUSION

As shown 1n the above report, existing conditions meet the criteria for a
"blighted® area. These conditions have “substantially” impaired "the sound
growth and economic health and well being® of Martineztown/Santa Barbara.

The designation of the area as a Metropolitan Redevelopment Area will
assist in achleving the following goals stated in the recently revised
Martineztown/Santa Barbara Sector Development Plan:

Eliminate conditions which are detrimental to public health, safety
and welfare

Conserve, improve and expand housing availability to all families

Improve economic conditions through coordinated public and private
actions

With the powers made available with Metropolitan Redevelopment area
designation, the Redevelopment Division will be working with the private
sector and other City agencles to realize these goals: creating opportunities
for appropriate new housing, assisting in the establishment of new commercial
ventures in the area, and coordinating Public Works projects in the area.

15
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CITY of ALBUQUERQUE
SIXTEENTH COUNCIL
55004

COUNCIL BILL NO. 0-04-73 ENACTMENT NO.
SPONSORED BY: Eric Griego

7 ORDINANCE

; RELATING TO THE REDEVELOPMENT, LEASING AND SALE OF A METROPOLITAN

4 REDEVELOPMENT PROJECT AND THE ISSUANCE OF METROPOLITAN

5 REDEVELOPMENT REVENUE BONDS PAYABLE FROM RENTAL PAYMENTS

6 THEREFORE; APPROVING THE METROPOLITAN REDEVELOPMENT PLAN

7 ENTITLED "JOHN Q. HAMMONS INDUSTRIES EMBASSY SUITES PLAN;"

8 AUTHORIZING THE ACQUISITION OF LAND AND CONSTRUCTION OF A

9 BUILDING WITHIN THE MARTINEZTOWN/SANTA BARBARA METROPOLITAN
10 REDEVELOPMENT AREA; AUTHORIZING THE DISPOSITION BY LEASE AND SALE
11 OF THE CITY'S INTEREST IN SUCH PROJECT TO HAMMONS OF NEW MEXICO,
12 LLC, ITS SUCCESSORS AND ASSIGNS; AUTHORIZING THE ISSUANCE AND SALE
13 OF THE CITY OF ALBUQUERQUE, NEW MEXICO METROPOLITAN
14 REDEVELOPMENT REVENUE BONDS (JOHN Q. HAMMONS - EMBASSY SUITES
15 HOTEL PROJECT) SERIES 2004 IN THE MAXIMUM PRINCIPAL AMOUNT OF
16 $12,000,000 TO PROVIDE FUNDS TO FINANCE A PORTION OF THE COSTS OF
17 THE ACQUISITION AND CONSTRUCTION OF THE PROJECT; AUTHORIZING THE
18 EXECUTION AND DELIVERY OF AN INDENTURE, LEASE AGREEMENT, BOND
19 PURCHASE AGREEMENT, THE BONDS, AND OTHER DOCUMENTS IN
20 CONNECTION WITH THE ISSUANCE OF THE BONDS AND THE PROJECT;
21 MAKING CERTAIN DETERMINATIONS AND FINDINGS RELATING TO THE BONDS
22 AND THE PROJECT: RATIFYING CERTAIN ACTIONS TAKEN PREVIOUSLY; AND

REPEALING ALL ACTIONS INCONSISTENT WITH THIS ORDINANCE.
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WHEREAS, the City of Albuquerque (the “City”) is a legally and regularly
created, established, organized and existing municipal corporation of the State of
New Mexico (the "State"); and

WHEREAS, the City desires to promote redevelopment in areas designatéd
as blighted areas so as to promote neighborhood stabilization by providing
affordable housing, convenient services, creating new jobs, upgradihg area
buildings, infrastructure and housing for such areas and to promote public health
welfare, safety convenience and prosperity; and

WHEREAS, the City Council, the governing body of the City, has adopted
Resolution No. R-498, finding that the Martineztown/Santa Barbara Metropolitan
Redevelopment Area is an area which, by reason of, among other things, the
presence of a substantial number of deteriorated and deteriorating structures and
low levels of commercial and industrial activity and redevelopment, substantially
impairs and arrests the sound growth and economic well-being of the City and the
Martineztown/Santa Barbara Metropolitan Redevelopment Area, constitutes an
economic and social burden, is a menace to the public health, safety, morals and
welfare in its present condition and use, is a blighted area appropriate for a
metropolitan redevelopment project, and that the rehabilitation, conservation,
development and redevelopment of and in the Martineztown/Santa Barbara
Metropolitan Redevelopment Area is necessary and in the interest of the public
health, safety, morals and welfare of the residents of the City; and

WHEREAS, pursuant to the Metropolitan Redevelopment Code, Sections 3-
60A- 26 through 3-60A-46, New Mexico Statutes Annotated, 1978 Compilation,
as amended (the "Act”), the City is authorized to acquire, whether by
construction, purchase, gift or lease, and to finance, sell, lease, or otherwise
dispose of, projects as defined in the Act, and to issue revenue bonds for the
purpose of financing such projects; and

WHEREAS, the City Council (“Council”) has adopted an ordinance
establishing the Albuquerque Development Commission (the "Development

Commission”) to review projects proposed to be financed with metropolitan
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redevelopment revenue bonds pursuant to City Resolution No. 76-1985, as
amended; and

WHEREAS, John Q. Hammons Industries (together with its successors and
assigns, the “Company”) has presented to the Development Commission and the
Council a proposed metropolitan redevelopment plan whereby the City will,
pursuant to the Act, acquire from the Company land located within the City and
within the Martineztown/Santa Barbara Metropolitan Redevelopment Area for
redevelopment by the lessee/purchaser thereof for commercial and business use as
a hotel (the “Plan”), and pursuant to which the City would issue its metropolitan
redevelopment revenue bonds in order to finance construction of an Embassy
Suites Hotel (the “Project”); and

WHEREAS, under the Company’s proposal, the City would enter into an
Indenture dated as of December 1, 2004 or such other date as is agreeable to the
parties (the “Indenture”), with a bank exercising trust powers, as trustee (the
"Trustee”), pursuant to which, together with this ordinance (the "Ordinance”), the
City would issue its bonds designated as the City of Albuquerque, New Mexico
Metropolitan Redevelopment Revenue Bonds (John Q. Hammons-Embassy Suites
Hotel Project), Series 2004 (the "Bonds"); and

WHEREAS, under the Company's proposal, the City and the Company would
enter into a Lease Agreement dated as of December 1, 2004 or such other date as
is agreeable to the parties (the "Lease”), pursuant to which the Company will lease
and agree to purchase the land and building comprising the Project from the City,
and the Company shall make payments to the Trustee sufficient to pay the
principal of, redemption premium, if any, and interest on the Bonds and to pay all
other obligations incurred pursuant to the provisions of the Lease and the
Ordinance; and

WHEREAS, the Lease includes provisions pursuant to which the Company
agrees to (i) a water conservation plan, (i) provide pre-applicant training
opportunities, first access and notification of jobs to neighborhood residents by

participating in the City’s job training program and in job fairs at least once a
year, working with the New Mexico Department of Labor, directing mail to

3
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neighborhood residents, and posting job openings at neighborhood community
centers, (iiij) a local purchasing program, pursuant to which the Company shall
participate in the development of a City-sponsored program to use local goods and
services, (iv) a transportation demand management program, (v) a requirement to
utilize local contractors for construction of the hotel, (vi) a contribution of $25,000
per year for ten (10) years to support projects within the Martineztown Santa
Barbara Metropolitan Redevelopment Area to be annually allocated in a fair and
equitable manner by the Santa Barbara/Martineztown Neighborhood Association,
and (vii) a summer internship program; and

WHEREAS, the Bonds in an aggregate principal amount not to exceed
$172,000,000 will be issued, sold and delivered by the City pursuant to a bond
purchase agreement (the "Bond Purchase Agreement”) among the City, the
purchaser of the Bonds and the Company; and

WHEREAS, the proceeds of the Bonds shall be applied to pay a portion of
the costs of the Project and to pay certain costs associated with the issuance of
the Bonds; and

WHEREAS, the Albuquerque Development Commission has reviewed the
Plan and the Bonds, has held a public hearing on the Plan and the Bonds, has
determ;'ned that the Company has complied with Resolution No. 16-1985, as
amended, and has recommended approval of the Plan and the Bonds by the
Council; and

WHEREAS, the City Council adopted Resolution No. R-02-183, Enactment
No. 71-2003 indicating its intent to take all necessary and advisable steps to effect
the issuance of the Bonds subject to full review of the documents to which the
City is a party and authorization by the City Council of the issuance of the Bonds.

WHEREAS, Hammons of New Mexico, LLC, in reliance on the City Council’s
stated intent in Resolution No. R-02-183 to issue the Bonds, initiated construction
of the Project.

WHEREAS, the City Council has held a public hearing on the Plan and the

Bonds, after proper notice; and
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WHEREAS, the Plan will meet the objectives of the Act and will benefit the
City's efforts to revitalize the Martineztown/Santa Barbara Metropolitan
Redevelopment Area of the City; and

WHEREAS, the Plan has been filed with the City Clerk and presented to the
City Council; and

WHEREAS, there have been filed with the City Clerk and presented to the

City Council the forms of the following documents:

1. Lease Agreement
2. Indenture
3. Bond Purchase Agreement

The Lease, Indenture, and Bond Purchase Agreement are collectively referred to in
the Ordinance as the "Bond Documents;” and

WHEREAS, the Council has determined that it is in the best interest of the
City: (i) to issue the Bonds; and (ii) to execute and deliver the Bond Documents,
and other documents related thereto; and

WHEREAS, the City is authorized to issue the Bonds under the Act and the
Ordinance and has concluded that it is desirable at this time to authorize the
issuance of the Bonds to finance the Project and that the City's issuance of the
Bonds will constitute and be a valid public purpose; and

WHEREAS, there has been published in The Albuquerque Journal, a
newspaper of general circulation in the City, public notice of the Council’s intention
to adopt this Ordinance, which notice contained certain information concerning the
Plan and the ownership, purpose, location and size of the Project and the maximum
amount of the Bonds to be issued to finance the Project, which notice was
published at least fourteen (14) days prior to final action upon this Ordinance;
BE IT ORDAINED BY THE COUNCIL, THE GOVERNING BODY OF THE CITY OF
ALBUQUERQUE:

Section 1. RATIFICATION. All actions not inconsistent with the provisions
of this Ordinance previously taken by the Council and the officials of the City
directed toward approval of the Plan and the issuance and sale of the Bonds be

approved and the same hereby are ratified, approved and confirmed.

5
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Section 2. FINDINGS. The Council, after a public hearing held upon proper
notice, hereby declares that it has considered all relevant information presented to
it relating to the Plan and the Bonds and hereby finds and determines that approval
of the Plan and the issuance of the Bonds pursuant to this Ordinance to provide
funds for the Project are necessary and advisable and in the interest of and will
promote the public health, safety, morals, convenience, education, economy and
welfare of the City and the residents of the City. The Council finds that:

(1) The Plan and the proposed activities under the Plan will
aid in the elimination or prevention of slum or blight; and

(2) The Plan conforms to the general plan for the City as a
whole;

(3) The Plan affords maximum opportunity consistent with
the needs of the community for the rehabilitation or redevelopment of the area by
private enterprise or persons, and the objectives of the Plan justify the proposed
activities as public purposes and needs;

(4) The Bonds will be issued for the purpose of financing the
Project;

(5) The aggregate face amount of obligations to be issued
with respect to financing the Project is not to exceed $12,000,000;

(6) The developer of the Project property is the Company;
and

(7) The Project property is located on the northwest corner
of Lomas Boulevard and I-25 within the Martineztown/Santa Barbara Metropolitan
Redevelopment Area.

Section 3. THE PROJECT. The City shall acquire the Project for the
purposes hereinabove described, and the Project shall be located at all times within
the corporate limits of the City and within the Martineztown/Santa Barbara
Metropolitan Redevelopment Area.

Section 4. THE PLAN-APPROVAL. The Plan in the form on deposit in the
office of the City Clerk is hereby approved in all respects.

Section 6. BONDS - APPROVAL, AUTHORIZATION AND DETAIL.

6
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A. Approval and Sale. The issuance of the Bonds in an aggregate
principal amount not to exceed $12,000,000 and the use of the proceeds of the
Bonds to finance a portion of the costs of the Project, including payment of
expenses relating thereto, are hereby approved and confirmed.

B. Form and Terms. Subject to the limitations set forth in this
Ordinance, the Bonds shall (i) be in the form and denominations and shall be
numbered and dated as set forth in the Indenture; (ii) be payable as to principal and
interest as set forth in the Indenture; and (iii) bear interest at the rates and
maturing on the date set forth in the Indenture.

C. Execution. The Bonds shall be signed by the Mayor or Chief
Administrative Officer of the City of Albuquerque, New Mexico.

D. The interest rate and net effective interest rate on the Bonds
shall not exceed 10% per annum.

Section 7. AUTHORIZATION OF OFFICERS; APPROVAL OF DOCUMENTS;
ACTIONS TO BE TAKEN. The form, terms and provisions of the Bond Documents
in the form on deposit in the office of the City Clerk are in all respects approved,
authorized and confirmed.

The Mayor or Chief Administrative Officer of the City is authorized to
execute and deliver in the name and on behalf of the City, and the City Clerk or
Deputy City Clerk is hereby authorized to attest, as necessary, the Bond
Documents and the Bonds with such changes therein as are not inconsistent with
this Ordinance.

The Mayor, Chief Administrative Officer, Treasurer and City Clerk are further
authorized to execute, authenticate and deliver such certifications, instruments,
documents, letters and other agreements and to do such other acts and things,
either prior to or after the date of delivery of the Bonds, as are necessary or
appropriate to consummate the transactions contemplated by the Bond Documents
and the Plan.

The officers of the City shall take such action as is necessary to effectuate
the provisions of the Indenture and shall take such action as is necessary in

conformity with the Act to finance the costs of the Project and for carrying out
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other transactions as contemplated by this Ordinance, the Indenture, the Lease,
and the Bond Purchase Agreement, including, without limitation, the execution and
delivery of any closing documents to be delivered in connection with the sale and
delivery of the Bonds.

Section 8. DELIVERY OF BONDS. Upon the execution of the Bond
Documents, the satisfaction of the conditions set forth in the Bond Documents and
upon receipt of the purchase price for the Bonds, the Bonds shall be executed,
authenticated and delivered to the Purchaser. No Bond shall be valid for any
purpose until such Bond has been properly authenticated as set forth in the
Indenture.

Section 9. FUNDS AND ACCOUNTS. There are established in the
Indenture, and on and after the date on which the Bonds are issued there shall be
maintained, the funds and accounts as set forth in the Indenture. Other funds and
accounts may be established as are necessary under the Indenture.

Section 10. FINDINGS REGARDING PROPERTY TAX ABATEMENT;
PAYMENT OF INTEREST AND PRINCIPAL AND OTHER MATTERS. The following
determinations and waivers are made:

A. It shall not be necessary to deposit any amount in a debt
service reserve fund or a repair and replacement reserve fund for the maintenance
of the Project property.

B. The Lease requires that the Company maintain the Project
property in good repair and condition (excepting reasonable wear and tear) and
carry all proper insurance with respect to the Project property.

' C. The Lease requires the Company to make payments sufficient
to pay the principal of, premium, if any, and interest on the Bonds as principal and
interest become due and to make all payments of or relating to the Project property
as they become due.

D. In accordance with Section 7-36-3.1, NMSA 1978, as amended
and supplemented, the Project property shall be exempt from property taxation on

the improvements for the shorter of the period of time the Bonds remain
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outstanding or December 31, 2011 (the year in which the seventh anniversary of
the acquisition of the Project property by the City will occur).

E. The maximum amount necessary in each year to pay the
principal of and interest on the Bonds, assuming issuance of the Bonds as of
December 1, 2004, in the maximum principal amount of $12,000,000 and bearing
interest at a maximum rate of 10%, is as follows:

Combined Total

Principal and
Year Ending Interest Payment
December 31, 2004 $0.00
December 31, 2005 $2,240,787.00
December 31, 2006 $2,240,787.00
December 31, 2007 $2,240,787.00
December 31, 2008 $2,240,787.00
December 31, 2009 $2,240,787.00
December 31, 2010 $2,240,787.00
December 31, 20117 $2,240,788.00

Section 11. LIMITED OBLIGATIONS. The Bonds shall be special limited
obligations of the City, payable solely from the revenues derived from the Lease
and payable by the Company as described in the Indenture and any other property
or interest of the City specifically pledged under the Indenture, and shall never
constitute a debt or indebtedness of the City or the State or any political
subdivision thereof within the meaning of any provision or limitation of the State
Constitution, statutes or home-rule charter of the City, and shall not constitute or
give rise to a pecuniary liability of the City or a charge against its general credit or
taxing power. Nothing contained in the Ordinance or in the Bond Documents or
any other instrument shall be construed as obligating the City (except with respect
to the Project property and the application of the revenues therefrom and the
proceeds of the Bonds, all as provided in the Bond Documents), nor as incurring a
pecuniary liability or a charge upon the general credit of the City or against its
taxing power, nor shall the breach of any agreement contained in the Ordinance,

the Bond Documents, the Bonds or any other instrument be construed as obligating

9
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the City (except with respect to the Project property and the application of the
revenues therefrom and the proceeds of the Bonds, all as provided in the Bond
Documents), nor as incurring a pecuniary liability or a charge upon the general
credit of the City or against its taxing power, the City having no power to pay out
of its general funds, or otherwise contribute any part of the costs of constructing
or furnishing the Project property.

Section 12. APPROVAL OF INDEMNIFICATION. The Council specifically
approves the provisions of the Lease relating to indemnification which provide that
the Company shall indemnify and hold harmless the City and its City Councilors,
officials, members, officers, employees and agents against liability to the
Company, or to any third parties that may be asserted against the City or its City
Councilors, officials, members, officers, employees or agents with respect to the
City’s ownership of the Project property or the issuance of the Bonds and arising
from the condition of the Project property or the acquisition, construction and
operation of the Project property by the Company, except to the extent Section
56-7-1, New Mexico Statutes Annotated, 1978 Compilation, applies, and except
claims for any loss or damage arising out of or resulting from the gross negligence
or willful misconduct of the City or any member, officer, employee or agent of the
City.

Section 13. ORDINANCE IRREPEALABLE. After any of the Bonds are
issued, this Ordinance shall be and remain irrepealable until the Bonds, including
interest, are fully paid, canceled and discharged.

Section 14. REPEALER. All bylaws, orders, resolutions and ordinances, or
parts thereof, inconsistent with this Ordinance are repealed by this Ordinance but
only to the extent of that inconsistency. This repealer shall not be construed to
revive any bylaw, order, resolution or ordinance, or part thereof, previously
repealed.

Section 15. SEVERABILITY. If any section, paragraph, clause or provision
of this Ordinance shall for any reason be held to be invalid or unenforceable, the
invalidity or unenforceability of that section, paragraph, clause or provision shall

not affect any of the remaining provisions of this Ordinance.

10
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Section 16. RECORDING; AUTHENTICATION; PUBLICATION; EFFECTIVE
DATE. This Ordinance, immediately upon its final passage and approval, shall be
recorded in the Ordinance book of the City, kept for that purpose, and shall be
there authenticated by the signature of the Mayor and the presiding officer of the
City Council, and by the signature of the City Clerk or any Deputy City Clerk, and
notice of adoption thereof shall be published once in a newspaper which maintains
an office in, and is of general circulation in, the City, and shall be in full force and

effect five days following such publication.

11
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PASSED AND ADOPTED THIS 15th DAY OF _ November , 2004
BY A VOTE OF: 7 FOR 7 AGAINST.
No: Gomez
Excused: Cummins
Mlchae)/Cadlgan, President
City Council
APPROVED THIS / 5 DAY OF fi?//ﬂ//zé/é// , 2004

Bill No. 0-04-73

Martin J. Chavez, Mayor
City of Albuquerque

ATTEST:

W
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Application for Industrial Revenue or

Metropolitan Redevelopment Bond Project Approval

Name of Project:

Location of Project:

Developer:
Contact Person:
Address:

Telephone:

Bond Counsel or Lawyer:

Address:

Telephone:
Type of Bonds:
If MRB, Metropolitan Redevelopment Area:

Bond Amount Requested:
FOR STAFF USE

John Q. Hammons Industries — Embassy Suites
100 Woodward Place NE @_ O(/-/ZB
Albuquerque, New Mexico

John Q. Hammons

John Q. Hammons

300 John Q. Hammons Pkwy, Suite 900
Springfield, MO 65806

(417) 864-4300

Duane E. Brown of Modrall, Sperling, Roehl, Harris &
Sisk, P.A.
500 Fourth Street, NW.; P. O. Box 2168

Albuquerque, New Mexico 87103-2168
(505) 848-1800

IDB_X MRB____ Other
N/A

$41,000,000 Fee submitted: $2,500.00

Planner Assigned:

Case Number:

Fee Received (note amount)

ADC Hearing Date:

Council Dates (Tentative): Introduction
EDGO Committee

Council Hearing



[This Page Intentionally Left Blank]



IRB-2002
John Q. Hammons Industries
Embassy Suites Plan

John (QHammons

NDUSTRTITENSN

Preface:

This Plan is being submitted to the Development Commission of the City of Albuquerque (the
“City”) for review in connection with consideration by the City Council of an Inducement
Resolution for Industrial Revenue Bonds in accordance with Council Ordinance 12-1985 and
Resolution 16-1985. Pursuant to those Council actions, this is the first step towards the issuance
of bonds pursuant to the Industrial Revenue Bond Act (Sections 3-32-1 to 3-32-16 NMSA 1978,
as amended).

This Plan contains the information required by City Council Resolution 16-1985 and conforms
with and compliments the policies established for the issuance of Bonds pursuant to that Council
action.

The purpose of this Plan is to identify the project area and to present the plan and the uses to
which the proceeds of the Bonds will be put, if issued. This Plan is presented to demonstrate to
the City of Albuquerque the public benefits of this project and to help the City evaluate its merit
in comparison to other projects submitted. The developer and its agent will endeavor to provide
the City any additional information reasonably requested.



[This Page Intentionally Left Blank]



1L

GENERAL DESCRIPTION

The proposed facility is a 9-story world-class Embassy Suites hotel with 261 guest rooms
and suites, conference center, restaurant, lounge, indoor pool and fitness room (the
“Project”). The Project will be privately owned by Mr. John Q. Hammons through his
Revocable Trust and managed by John Q. Hammons Hotels, L.P., limited partner of John
Q. Hammons Hotel, Inc. Mr. Hammons is the Founder, Chairman and CEO of John Q.
Hammons Hotels, Inc. He is requesting the City issue up to, but not exceed, $41,000,000
of its Industrial Revenue Bonds to pay a portion of the costs associated with the Project.
He will personally guarantee the bonds and is requesting 20 years of tax abatement with a
50% payment in lieu of tax in the years 11-20.

An architect’s rendering of the proposed Project is included as Exhibit A.

SITE AND EXISTING CONDITIONS

A. Legal Description
The proposed site of the Project (as more specifically described below) is located
at 100 Woodward Place NE and consists of a parcel of approximately 9.35 acres
described as follows:
Tracts B and C; Gateway Subdivision, totaling approximately 9.35 acres
(the “Project Site”)
B. Prevailing Conditions

The Project Site is currently vacant land.

C. Present Assessed Value

The present assessed value of the Project Site is $1,064,527.

D. Present and Proposed Zoning

The present zoning of the Project Site is SU-2, C-3. JQH (hereinafter defined)
does not believe there will be a need for any additional zoning change to
accommodate the development of the Project.
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THE PROJECT PLAN

A.

Information Concerning:

THE DEVELOPER

The developer of the Project is John Q. Hammons, Founder, Chairman and CEO
of John Q. Hammons Hotels, Inc. (based in Springfield, Missouri). A native
Missourian, Mr. Hammons grew up during the Great Depression on a farm near
Joplin. He attended Southwest Missouri State University (SMSU) in Springfield,
Missouri, and began his professional career as a junior high school teacher in
Cassville, Missouri.

Following two years construction experience on the Alaska Highway and service
in the U.S. military, Mr. Hammons recognized that G.1.’s returning from World
War II would need quality housing in which to raise their families. He began
building the first suburban housing in Springfield in the late 1940’s and
established a number of real estate ventures, including housing tracts, apartment
complexes and shopping centers.

Mr. Hammons entered the hotel industry in 1958 and joined with Roy E.
Winegardner to purchase 10 Holiday Inn franchises from founder Kemmons
Wilson. Winegardener & Hammons Incorporated of Cincinnati, Ohio, a hotel
development company (WHI), was formed in 1959. By the late 1960’s, WHI had
constructed 33 Holiday Inn hotels. Mr. Hammons formed JQH (hereinafter) in
1969.

Both JQH and WHI rank among the largest hotel development companies in the
United States. Collectively, JQH and WHI currently own, operate or manage
over 90 hotels in 38 states. John Q. Hammons’ facilities have always been
recognized among the leaders in the industry in terms of quality of design,
management and guest satisfaction.

Mr. Hammons and his wife, Juanita, live in Springfield and are active in the
community, funding the Hammons Heart Institute and Hammons Life Line
Helicopter for St. John’s Regional Health Center, the Hammons Student Center,
Hammons Fountains, Hammons House Dormitories and Juanita K. Hammons
Hall for the Performing Arts at SMSU, and the Hammons School of Architecture
at Drury University. Mr. Hammons is the founder and builder of the University
Development in Springfield consisting of hotels, convention centers, office
buildings and a new 10,000-seat baseball park.

For 40 years, Mr. Hammons has been a leading innovator in the lodging industry.
He is well known for his shrewd market analysis and for creating signature-style,
full-service hotels featuring atrium lobbies, expansive meeting and convention
space, large guest rooms, podium check-in stations and complete business traveler



amenities. Over the years, Mr. Hammons has developed 145 hotel properties in
40 states.

The personal financial statements for John Q. and Juanita K. Hammons for the
calendar year are included as Exhibit B.

THE MANAGER

John Q. Hammons Hotels, Inc. and its subsidiaries (collectively “JQH”) own and
manage a growing nationwide portfolio of lodging, convention and recreational
facilities, including the Crowne Plaza in Albuquerque which has provided JQH a
unique insight into the needs of the Albuquerque market. JQH is a leading
independent owner, manager and developer of affordable, upscale hotels in
market-driven locations. JQH currently owns 47 hotels located in 21 states,
consisting of 11,633 guest rooms and suites and manages 9 hotels located in 5
states, consisting of 2,078 guest rooms (collectively the “JQH Hotels”). The JQH
Hotels operate primarily under the Embassy Suites and Holiday Inn trade names.
In addition, JQH owns and/or manages other reputable brands throughout the
country, including Marriott, Radisson, Renaissance, Sheraton, as well as its own
signature Plaza brand (encompassing 1.6 million square feet of meeting and
convention space). John Q. Hammons Hotels, Inc. is traded on the American
Stock Exchange under the symbol “JQH”.

Most of the JQH Hotels are near a state capitol, university, airport or corporate
headquarters, plant or other major facility and generally serve markets with
populations of up to 300,000 people (or larger populations in the case of airport
markets and many of the markets in which JQH has developed new hotels over
the past several years).

JQH’s strong performance, beating all industry standards in terms of rate,
occupancy, and guest satisfaction, reflects a long-term commitment to all of its
properties. JQH places strong emphasis on quality, maintenance and ongoing
refurbishment — standards that keep JQH Hotels among the leaders in the
hospitality industry.

JQH’s corporate operations and development teams are made up of professionals
in the field of finance, system analysts, architecture and design, purchasing, sales
and marketing, and food and beverage, as well as a network of regional vice
presidents in the field which monitor productivity and performance at each hotel
facility.

Management of JQH Hotels is coordinated from JQH headquarters by its senior -
management team. Six regional vice presidents are responsible for supervising a
group of hotel general managers in day-to-day operations. Centralized
management services and functions include sales and marketing, purchasing,



financial controls, architecture and design, human resources, legal and hotel
operations.

While many other hospitality companies floundered or failed during the recent
economic downturn JQH Hotels have prospered in part because of financial
stability and solid capital resources.

Because of financial stability, JQH Hotels are regularly pursued by a number of
cities in an effort to entice JQH to invest in the their market in an effort to assist

those cities in capitalizing on their convention capabilities.

JQH currently owns and/or manages the following hotels:

Embassy Suites
Charleston, West Virginia
Columbia, South Carolina
Dallas (DFW North), Texas
Des Moines, Iowa
Franklin (Nashville South), Tennessee *
Greensboro, North Carolina
Greenville, South Carolina
Kansas City (International
Missouri
Lincoln, Nebraska *
Little Rock, Arkansas
Montgomery, Alabama
North Charleston, South Carolina
Omaha, Nebraska
Portland (Airport), Oregon
Raleigh/Durham, North Carolina
Seaside (Monterey Bay), California
Tampa, Florida

Airport),

Hampton Inn & Suites
Mesquite, Texas
Springdale, Arkansas

Homewood Suites
Greensboro, North Carolina
Kansas City (International Airport),
Missouri

Resorts
Chateau on the Lake, Branson, Missouri
World Golf Village Renaissance Resort,
St. Augustine, Florida

Sheraton
Sioux Falls, South Dakota *

Radisson
Davenport, lowa

Marriott
Coral Springs, Florida
Houston (Hobby Airport), Texas
Madison, Wisconsin
Tucson, Arizona

Crowne Plaza
Albuquerque, New Mexico

Holiday Inn
Bakersfield, California (Holiday Inn Select)
Beaumont, Texas
Denver (International Airport), Colorado
Denver (Northglenn), Colorado
Emeryville (Bay Bridge), California
Fort Collins, Colorado
Joplin, Missouri
Portland (International Airport), Oregon
Rapid City, South Dakota * .
Reno, Nevada -
Sacramento, California
Sioux Falls, South Dakota *
Springdale, Arkansas
Springfield (North), Missouri
Springfield (University Plaza), Missouri *
Tucson (International Airport), Arizona
University Plaza, Bowling Green, Kentucky



West Des Moines, Iowa

Independents
Collins Plaza, Cedar Rapids, Iowa ‘ Courtyard by Marriott
Capitol Plaza, Jefferson City, Missouri Springfield, Missouri *

Capitol Plaza, Topeka, Kansas

Residence Inn by Marriott

Renaissance Springfield, Missouri *
Charlotte, North Carolina
Oklahoma City, Oklahoma
Richardson (Dallas), Texas * * Managed Hotel

The Annual Report and consolidated financial statements for JQH for the fiscal year 2001
are included as Exhibit C.

B.

Information Concerning JOH Services

Generally, JQH Hotels are designed to appeal to a broad range of hotel customers,
including frequent business travelers, groups and conventions, as well as leisure
travelers. Each JQH Hotel is individually designed by JQH, and most contain an
impressive multi-storied atrium, with water features and lush flora, expansive
meeting space, large guest rooms or suites and comfortable lounge areas. JQH
believes that these design features enhance guest comfort and safety and increase
the value perceived by the guest. Embassy Suites JQH Hotels are all-suite hotels
which appeal to the traveler needing or desiring greater space and specialized
services. JQH determines which brand of hotel to develop depending upon the
demographics of the market to be served. JQH builds upon the reputation of the
brand name by setting higher standards of excellence than the brands themselves
require.

Competition

Generally, JQH Hotels compete in their market area primarily with full service
lodging brands in the upscale market, and with to a much lesser extent with other
hotels, motels and other lodging establishments. Chains such as Sheraton Inns,
Marriott Hotels, Ramada Inns, Radisson Inns, Comfort Inns, Hilton Hotels and
Doubletree/Red Lion Inns are competitors of JQH Hotels in some markets. There
is, however, no single competitor or group of competitors of the JQH Hotels that
is consistently located nearby and competing with most of the JQH Hotels. In
fact, JQH hotels frequently enjoy and many times create the necessary synergy for
convention business that can serve to benefit its competitors. Competitors
situated in Albuquerque offering comparable services would include the Hyatt,
Hilton, Wyndham, Sheraton, Doubletree, Radisson, Crowne Plaza Pyramid (a
JQH Hotel), as well as Residence Inn, Courtyard by Marriott, Ramada Limited
and Candlewood Suites. Yahoo Travelocity currently lists 118 hotels in
Albuquerque.



E.

Effect on Existing Industry and Commerce during and after Construction

The Project will require the construction of a substantial new building containing
an impressive multi-storied atrium, with water features and lush flora, expansive
meeting space, large guest rooms or suites and comfortable lounge areas. The
construction will employ an estimated 800 carpenters, iron workers, ceiling
installers, electricians and plumbers, during the estimated 16 month construction
period.

Almost all subcontractors and construction workers used for the construction of
the facility are expected to be local. The majority of the construction materials
are expected to be purchased from local suppliers. Ninety-nine percent (99%) of
the 175 employees to be employed at the site after completion are expected to be
hired from the local labor pool.  °

JQH intends to purchase as many goods and services as are practicable from the
local business community. The local area will receive additional economic
benefits in the form of taxes and gross receipts taxes paid by JQH employees and
guests in addition to an increase in the applicable lodging tax. JQH’s presence in
Albuquerque will increase the number of downtown hotel rooms and aid in the
Albuquerque Convention Center’s ability to “rebook” clients.

Land Acquisition

The land is currently owned by JQH.

Description of Proposed Development

The Project consists of approximately 282,299 square feet to be constructed on
approximately 9.35 acres of land (included as Exhibit D is a site plan showing the
footprint of the proposed building and the parking, together with preliminary
building plans as Exhibit E).

Infrastructure

Comfortably located along I-25, it is not expected that any additions to, or
modifications of, streets or utility lines will be needed for construction and
installation of the Project. If any additions or modifications are required to either
streets or utilities, including sewer and water, curb and gutter etc., the related
costs will be included as part of the construction costs of the Project Site.

Relocation of Individuals or Businesses

No individuals, families or businesses will be displaced as a result of this Project.



Number and Type of Jobs Created

175 miscellaneous management and service jobs. JQH anticipates 17 salaried
(management) employees at an average yearly income of $48,000 totaling
$816,000 per year and an estimated 158 hourly (service) employees at an average
hourly rate of $8.50 totaling $2,793,440 per year for a grand total in wages of
$3,609,440 annually. Although difficult to estimate, the above figures presume a
full-time equivalency. Optional employee benefits include life insurance,
disability, health and dental for full-time employees.

Number of Jobs to be Filled by Residents of the City

99% of the jobs are expected to be filled by residents of the City.

Management

The Embassy Suites will be managed by John Q. Hammons Hotels, L.P., limited
partner of John Q. Hammons Hotel, Inc. The following is a biographical
summary of the experience of the executive officers and other key officers of
JQH.

John Q. Hammons is the Chairman, Chief Executive Officer and founder of JQH.
Mr. Hammons has been actively engaged in the development, management and
acquisition of hotel properties since 1959. From 1959 through 1969, Mr.
Hammons and a business partner developed 34 Holiday Inn franchises, 23 of
which were sold in 1969 to Holiday Inns, Inc. Since 1969, Mr. Hammons has
developed 88 hotels on a nationwide basis, primarily under the Holiday Inn and
Embassy Suites trade names.

Lou Weckstein is President of JQH. Prior to joining JQH in September 2001, Mr.
Weckstein served for ten years as Senior Vice President, Hotel Operations, for
Windsor Capital Group, a Los Angeles-based hotel management and development
company. Prior to Windsor Capital Group, Mr. Weckstein served eight years as
Vice President of Operations for Embassy Suites, Inc. Over his career, Mr.
Weckstein spent numerous years as Vice President-Operations for Ramada Inns,
Inc. and Vice President-Operations for Sheraton Inns, Inc. He began his career in
the hospitality industry as a hotel manager in Cleveland, Ohio.

Paul E. Muellner is Chief Financial Officer of JQH. Prior to joining JQH in June
of 1998, Mr. Mueliner was Vice President of Finance for Carnival Hotels. He also
served as Operations Controller at Omni Hotels as well as positions with Red
Lion Inns and Marriott Corporation.

Debra M. Shantz is General Counsel of JQH. She joined JQH in May 1995. Prior
thereto, Ms. Shantz was a partner of Farrington & Curtis, P.C. (now Husch &
Eppenberger, LLC), a law firm which serves as Mr. Hammons’ primary outside



counsel, where she practiced primarily in the area of real estate law. Ms. Shantz
had been with that firm since 1988.

Pat A. Shivers is Senior Vice President and Corporate Controller of JQH. He has
been active in Mr. Hammons’ hotel operations since 1985. Prior thereto, he had
served as Vice President of Product Management in Winegardner & Hammons,
Inc., a hotel management company.

Steven E. Minton is Senior Vice President, Architecture, of JQH. He has been
active in Mr. Hammons’ hotel operations since 1985. Prior to that time, Mr.
Minton was a project manager with the firm of Pellham and Phillips working on
various John Q. Hammons projects.

Jacqueline A. Dowdy has been the Secretary and a director of JQH since 1989.
She has been active in Mr. Hammons’ hotel operations since 1981. She is an
officer of several affiliates of JQH.

L. Scott Tarwater is Vice President, Sales and Marketing, of JQH. He joined JQH
in September 2000 from Windsor Capital Group, in Los Angeles, California,
where he served as Senior Vice President, Sales and Marketing, for ten years.
Prior to that time, Mr. Tarwater served as Senior Director, Sales and Marketing,
for Embassy Suites, Inc., Irving, Texas.

John D. Fulton is Vice President, Interior Design, of JQH. He joined JQH in 1989
from Integra/Brock Hotel Corporation, Dallas, Texas, where he had been Director
of Design and Purchasing for ten years.

Kent S. Foster is Vice President, Human Resources, of JQH. He joined JQH in
1999 from Dayco Products, Inc. in Michigan where he served as Director and
Manager, Human Resources. Prior thereto, Mr. Foster served as Assistant Vice
President and Director, Human Resources, for Great Southern Savings & Loan
Association, Springfield, Missouri.

William T. George, Jr., is Vice President, Capital Planning and Asset
Management, of JQH. He joined JQH in 1994 from Promus Hotel Corporation,
where he had been Director of Capital Refurbishment.

Vito Palmietto is Corporate Director, Food & Beverage, of JQH. He joined JQH
in 1995 bringing experience from various Holiday Inn, Wyndham and Marriott
properties. Mr. Palmietto served as Executive Chef and/or Assistant General
Manager, Food & Beverage, at multiple JQH properties before joining the
corporate team in March of 2001.



IV.  PROJECT FINANCING

A Cost of Improvements, Bond Amount and Private Financing

Sources of Funds

Bonds $41,000,000
Funds of JQH/John Q. Hammons 5.800,000

Total $46,800,000

Uses of Funds

Land $3,700,000
Fees 1,900,000
GC 26,900,000
Furniture, Fixtures & Equipment 8,700,000
Soft 5,600,000

Total $46,800,000

B. Estimated Value after Completion
$46,800,000

C. Feasibility

A complete pro forma of operations for the Project for the first ten years is
attached hereto as Exhibit F.

D. Construction Schedule

Construction is expected to start on or about November 1, 2002 and be completed
on or about March, 2004.

E. Issuance of Bonds

It is expected that the Bonds will be issued in December, 2002.
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Albuquerque, New Mexico



John Q. and Juanita K. Hammons

Accountants’ Compilation Report and Financial Statement

December 31, 2001




Hammons Tower

901 E. St. Louis Street, Suite 1000 1034 W. Main Street

P.O. Box 1190 P.O. Box 1277

Springfield. MO 65801-1190 Branson, MO 65615-1277

417 865-8701 Fax 417 865-0682 417 334-5165 Fax 417 334-4823

bkd.com

John Q. and Juanita K. Hammons
Springfield, Missouri

We have compiled the accompanying statement of financial condition and schedules of John Q. and
Juanita K. Hammons as of December 31, 2001, in accordance with Statements on Standards for
Accounting and Review Services issued by the American Institute of Certified Public Accountants.

A compilation is limited to presenting in the form of a financial statement information that is the
representation of the individuals whose financial statement is presented. We have not audited or
reviewed the accompanying financial statement and schedules and, accordingly, do not express an
opinion or any other form of assurance on them. However, we did become aware of a departure from
generally accepted accounting principles that is described in the following paragraph.

Generally accepted accounting principles require that personal financial statements include a
provision for estimated income taxes on the excess of estimated current values of assets over their tax
bases plus estimated liabilities. The accompanying financial statement does not include such a
provision, and the estimated effect of this departure from generally accepted accounting principles is
described in Note 8 to the statement of financial condition.

BKD) Lip

April 10, 2002

Solutions
for
Success

A member of rJ
Moores Romand I
international



John Q. and Juanita K. Hammons
300 John Q. Hammons Parkway Suite 900
Springfield, Missouri
December 31, 2001
Statement of Financial Condition

Assets
Current Assets
Cash and cash equivalents $ 40,621,896
Accounts and notes receivable 9,438,559
Prepaid expenses and other 6.143.339
Total current assets 56,203,794
Investments
Investment in John Q. Hammons Hotels, Inc. and in John Q.
Hammons Hotels, L.P. 390,000,000
Investment in closely held corporations — Group I (over 50%
owned) 88,702,850
Investment in closely held corporations — Group II (50% owned or .
less) 30,018,500
Investment in partnerships 30,100,000
Marketable securities 9,445,774
Investment in First Clermont Bank 33,000,000
Investment in Harrah’s Casinos (20%) (Northern Star and Southem
Star) 206.800,000
788.067.124
Property and Equipment
Land and developments 203,897,400
Hotels — privately owned 289,573,441
Trade centers 22.420.000
515,890,841
Other Assets 626,526

$_1.360,788,285

Sse Arrnuntants’ Comnilatinon Renort and Notas ta Statement nf Financial Condition



Liabilities and Net Worth

Current Liabilities
Notes payable, unsecured $ 21,367,197
Current maturities of long-term debt
Hotels 28,988,016
Other 11,482,222
Accounts payable and accrued expenses 17,009,125
Total current liabilities 78.846.560
Long-Term Debt
Notes payable, unsecured 12,395,831
Hotels — other 137,431,483
Trade centers 1,623,174
Land 42,647,013
Closely held corporations 21,176,113
Partnerships 10,410,110
Harrah’s Casinos 11,408,859
—237.092.583
Minority Interest - 17,013.764
Net Worth 1,027.835.378

S_1,360,788.285



John Q. and Juanita K. Hammons

300 John Q. Hammons Parkway Suite 900
Springfield, Missouri
December 31, 2001

Statement of Financial Condition

Combining Schedule

Assets

Current Assets
Cash and cash equivalents
Accounts and notes receivable
Prepaid expenses and other

Total current assets

Investments
Investment in John Q. Hammons Hotels, Inc.
and John Q. Hammons Hotels, L.P.
John Q. Hammons Hotels, Inc.
269,100 shares Class A common shares
294,100 shares Class B common shares
Publicly Traded on NYSE
Annual Report Attached
John Q. Hammons Hotels, L.P.
16,043,900 Partnership Units
Investment in closely held corporations
Group I (over 50% owned)
Investment in closely held corporations
Group I (50% owned or less)
Investment in partnerships
Marketable securities
Investment in First Clermont Bank
(valued at 1.6 times book value)
Investment in Harrah’s Casinos (20%)
(Northern Star and Southern Star)

Property & Equipment
Land and developments
Hotels — privately owned
Trade centers

Other Assets

Total

Hotels
Publicly Traded
Controlling
interest

$ 40,621,896
9,438,559
6,143,339

56,203,794

390,000,000

88,702,850
30,018,500
30,100,000
9,445,774
33,000,000
206,800,000
203,897,400
289,573,441
22,420,000

626,526

$_1.360,788,285

See Accountants’ Compilation Report and Notes to Statement of Financial Condition

390,000,000



Hotels Closely Held
Privately Corporations Land and
Owned Trade Centers Schedules lll & Partnerships Developments
Schedule | Schedule Il \Y Schedule V Schedule Vi All Other
$ 10350165 § — 2,779,824 § 93,592 § — $ 27,398,315
4,191,074 — 510,544 570 — 4,736,371
486,369 — 559,973 122,021 - 4974.976
15,027,608 — 3,850,341 216,183 — 37,109,662
—_ — 88,702,850 — — —
- —_ 30,018,500 —_ — —
—_ — — 30,100,000 - —
— - — —_ —_ 9,445,774
- - — — — 33,000,000
-— — —— — e 206,800,000
— —_ — —_ 203,897,400 —
289,573,441 — — — — —
— 22,420,000 — —_ — -
626,526 — — — — —
$_305227575 S__22.420000 S__122.571,691 S__30316183 $_203807400 S_286355436



John Q. and Juanita K. Hammons

300 John Q. Hammons Parkway Suite 900

Springfield, Missouri
December 31, 2001

Statement of Financial Condition

Liabilities and Net Worth

Current Liabilities
Notes payable, unsecured
Current maturities of long-term debt
Hotels
Other
Accounts payable and accrued expenses

Total current liabilities

Long-Term Debt
Notes payable, unsecured
Hotels — other
Trade centers
Land
Closely held corporations
Partnerships
Harrah’s Casinos

Total Long-Term Debt
Minerity Interest

Net Worth

Combining Schedule

Total

Hotels
Publicly Traded
Controlling
Interest

$ 21,367,197 § —

28,988,016
11,482,222
17,009,125

78.846.560

12,395,831
137,431,483
1,623,174
42,647,013
21,176,113
10,410,110
11,408,859

237,092,583

17,013,764

1,027,835.378

390.000,000

§_1.360.788.285 §__390,000,000

See Arrnuntante’ Camnilatinn Renort and Nntes tn Statement of Financial Condition



Hotels Closely Held
Privately Corporations Land and
Owned Trade Centers Schedules lll & Partnerships Developments
Schedule | Schedule I v Schedule V Schedule Vi All Other
$ — 3 — § — 3 — 3 — § 21,367,197
28,988,016 — — — _ —
: —_— 339,173 4,491,942 826,873 2,898,760 2,925,474
14,966,826 — 1,317,333 724,966 — —
43,954,842 339,173 5,809,275 1,551.839 2,898,760 24,292,671
- — — — — 12,395,831
137,431,483 - — — — —
— 1,623,174 — — — —
— — — — 42,647,013 —
- — 21,176,113 — — —
— —_ — 10,410,110 — —
— — p— — — 11,408,859
137,431,483 1,623.174 21.176.113 10,410,110 42,647,013 23.804.690
11.263.063 — 5.665.352 85.349 — e
112,578,187 20.457.653 89,920,951 18.268.885 158,351,627 238,258,075
§__305227,575 §_22420,000 §__122,571,691 §__30316183 §__203,897400 $__286,355436




John Q. and Juanita K. Hammons
300 John Q. Hammons Parkway Suite 900
Springfield, Missouri
December 31, 2001
Schedule |

Computation of Equities in Hotel Operations
At Fair Market Value

Number of Rooms (13'hote]s, 11 in service)

FMYV - Fixed Assets
Current Assets
Cash
Accounts receivable
Prepaid and other
Total current assets
Other Assets
Total assets
Current Liabilities
Current portion of long-term debt
Accounts payable
Total current liabilities
Long-Term Debt

Minority Interest

Value Carried in Net Worth

See Accountants’ Compilation Report and Notes to Statement of Financial Condition

Grand
Total

2,587

$__289,573.441

10,350,165
4,191,074
486,369

15,027,608

626,526

305,227,575

(28,988,016)
(14,966,826)

(43.954,842)

(137.431.483)
(11.263.063)

$_112,578,187 |




John Q. and Juanita K. Hammons
300 John Q. Hammons Parkway Suite 900
Springfield, Missouri

December 31, 2001
Schedule |

Computation of Equities in Hotel Operations

Percent Owned
Number of Rooms
FMV - Per Room
FMYV - Fixed Assets
Current Assets
Cash
Accounts receivable
Prepaid and other
Total current assets
Other Assets
Total Assets
Current Liabilities
Current.portion of long-term debt
Accounts payable
Total current habilities
Long-Term Debt
Minority Interest

Value Carried in Net Worth

At Fair Market Value

Holiday Inn

University Marriott
Plaza Courtyard
Springfield, Springfield,
Missouri Missouri
100% 100%

271 142

$98,500 $98,750
$_26,693.500 $_ 14,022,500
156,661 206,699
414,290 16,395
103,292 18,347
674,243 241,441

e 39.194
27,367,743 14,303,135
(510,771) (217,272)
(1.599.559)  __(1,799.492)
(2,110,330) (2,016.764)
(11,179.056) (9.986.619)
$_14,078,357 §__2,299,752

See Accountants’ Compilation Report and Notes to Statement of Financial Condition



John Q. and Juanita K. Hammons
300 John Q. Hammons Parkway Suite 900
Springfield, Missouri
December 31, 2001
Schedule |

Computation of Equities in Hotel Operations
At Fair Market Value

Holiday Inn Holiday Inn
Eastgate Airport
Cincinnati, Corpus
Ohio Christi, Texas
Percent Owned 90% 90%
Number of Rooms 247 250
FMV —Per Room $65,000 $52,000
FMYV - Fixed Assets $_16.055,000 $_ 13,000,000
Current Assets "
Cash 1,379,177 159,842
Accounts receivable 62,479 196,137
Prepaid and other 36,180 61.525
Total current assets _ 1,477,836 417,504
Other Assets 27,054 19,981
Total Assets 17,559,890 13,437,485
Current Liabilities
Current portion of long-term debt (325,000) (320,000)
Accounts payable (476.256) (461.350)
Total Current Liabilities (801.256) (781,350)
Long-Term Debt (5.820,000) __(4.880.000)
Minority Interest (1.093.863) (771.614)
Value Carried in Net Worth $__9,844,771 $__6,998,521

Qao Arrniintante’ Camnilatinn Rennrt and Nintes in Statement of Financial Condition



John Q. and Juanita K. Hammons
300 John Q. Hammons Parkway Suite 900
Springfield, Missouri

December 31, 2001
Schedule |

Computation of Equities in Hotel Operations

Rushmore
Plaza Hotel &
Convention Sioux
Center Falls,
Rapid City, South
South Dakota Dakota
Percent Owned 50% 100%
Number of Rooms 210 306
FMYV - Per Room $86,000 $84,500
FMV - Fixed Assets $_ 18.060.000 $ 25 85;1 000
Current Assets
Cash 6,002,616 1,363,395
Accounts receivable 2,310,068 234,476
Prepaid and other 30,685 35,854
Total current assets 8,343,369 1,633,725
Other Assets 69,739 21,345
Total Assets 26,473.108 27,512,070
Current Liabilities
Current portion of long-term debt (250,000) (360,438)
Accounts payable (574.936) (598.383)
Total current liabilities (824.936) (958.821)
Long-Term Debt (9.042.926) (8,947.100)
Minority Interest (9.391,586) —
Value Carried in Net Worth s 1,213,660 $_17,606,149

At Fair Market Value

See Accountants’ Comnilatinn Renort and Nnter in Statement nf Financial Cnnditinn



John Q. and Juanita K. Hammons
300 John Q. Hammons Parkway Suite 900
Springfield, Missouri

December 31, 2001
Schedule |

Computation of Equities in Hotel Operations

Percent Owned
Number of Rooms
FMV — Per Room
FMYV - Fixed Assets
Current Assets
Cash
Accounts receivable
Prepaid and other
Total current assets
Other Assets
Total Assets
Current Liabilities
Current portion of long-term debt
Accounts payable
Total current liabilities
Long-Term Debt
Minority Interest

Value Carried in Net Worth

At Fair Market Value

Sioux Falls Lincoln
Sheraton Embassy
Sioux Falls, Suites
South Lincoln,
Dakota Nebraska
100% 100%
184 255
$112,500 $144,500

$_20,700,000 $_36.847.500

273,543 390,009
220,623 170,335
35.478 51.180
529.644 611.524
357,127 33,444
21,586,771 37.492.468
(155,000) (349,535)

(2,919,828) (1,123.027)
(3,074,828) (1,472,562)

(13,536,239) (25.540,011)

54975704 $_10,479.895

See Accountants’ Compilation Report and Notes to Statement of Financial Condition



John Q. and Juanita K. Hammons
300 John Q. Hammons Parkway Suite 900
Springfield, Missouri

December 31, 2001
Schedule |

Computation of Equities in Hotel Operations

Percent Owned
Number of Rooms
FMYV - Per Room
FMV - Fixed Assets
Current Assets
Cash
Accounts receivable
Prepaid and other
Total current assets
Other Assets
Total Assets
Current Liabilities
Current portion of long-term debt

Accounts payable
Total current liabilities

Long-Term Debt
Minority Interest

Value Carried in Net Worth

At Fair Market Value

Richardson
Renaissance
and Franklin
Convention Embassy
Center Suites
Richardson, Franklin,
Texas Tennessee
100% 100%
336 250
156,000 164,000
$_52.416,000 $_ 41,000,000
265,602 106,966
381,634 152,989
50,953 39,145
698.189 299.100
29,904 27.539
53,144,093 41,326,639
— (26,500,000)
(3.105.027) (1.840,390)
(3.105.027) (28.340,390)
(35,963.948) —
$_14,075,118 S$_12,986,249

See Accountants’ Comoilation Report and Notes to Statement of Financial Candition



John Q. and Juanita K. Hammons
300 John Q. Hammons Parkway Suite 900
Springfield, Missouri

December 31, 2001
Schedule |

Computation of Equities in Hotel Operations

Percent Owned
Number of Rooms
FMYV - Per Room
FMYV - Fixed Assets
Current Assets
Cash
Accounts receivable
Prepaid and other
Total current assets
Other Assets
" Total Assets
Current Liabilities
Current portion of long-term debt
Accounts payable
Total current liabilities
Long-Term Debt
Minority Interest

Value Carried in Net Worth

At Fair Market Value

Residence
inn
Renaissance James River
Hotel Freeway
Tulsa, Springfield,
Oklahoma Missouri

100% 100%

136

125,000

$_ 4800310 $_ 17,000,000

45,655
31,648

23,730
101,033

1,199

4,800.310 17,102,232

(468,578)
(468.578)

(10,800,000)

§_4.800310 S__5,833,654

See Accountants’ Comoilation Report and Notes to Statement of Financial Condition
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John Q. and Juanita K. Hammons
300 John Q. Hammons Parkway Suite 900
Springfield, Missouri
December 31, 2001

Schedule |
Computation of Equities in Hotel Operations
At Fair Market Value
Embassy
Suites
Rogers,
Arkansas
Percent Owned 100%
Number of Rooms —
FMYV - Per Room —
FMV - Fixed Assets $_3.121.631
Current Assets .
Cash _
Accounts receivable —
Prepaid and other —
Total current assets —
Other Assets —
Total Assets . 3,121,631
Current Liabilities
Current portion of long-term debt —
Accounts payable —_
Total current liabilities —
Long-Term Debt (1,735.584)
Minority Interest —_
Value Carried in Net Worth $___1,386,047

See Accountants’ Comoilation Report and Notes to Statement of Financial Condition
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John Q. and Juanita K. Hammons
300 John Q. Hammons Parkway Suite 900
Springfield, Missouri

December 31, 2001
Schedule |l

Trade Centers and Related Loans

Joplin Trade Center
Joplin, Missouri

Portland Trade Center
Portland, Oregon

University Plaza
Trade Center
Springfield, Missouri

University Plaza
Convention Center
Springfield, Missouri

Current Portion of Long-Term Debt
Long-Term Debt

Appraised Loan

Value Balance
$ 5,740,000 §$ 1,832,038
5,150,000 —
5,280,000 47,000
6,250,000 83.309
$_22,420,000 §__1,962,347
$ 339,173
1,623.174
$_1.962.347

See Accountants’ Compilation Report and Notes to Statement of Financial Condition

Union Planters Bank

Bank of America

1

Bank of Ameriéa

13



John Q. and Juanita K. Hammons

300 John Q. Hammons Parkway Suite 900

Burger Station, Inc.

Highland Hills Golf Club,
Inc.

Highland Springs Realty

John Q. Hammons Industries

JQH Entertainment, Inc.

JQH Film Entertainment, Inc.

JQH Industries, Inc.
JQH Theaters, Inc.
Perpetual Investment
Southgate Development
Southgate Inc.
The Tower Club of
Springfield, Inc.
Tiffany Greens, Inc.
T & K Enterprises
Plaza Realty and
Management Services
Verdae Greens Golf
Club, Inc.

Morro Bay Mini Storage, Inc.

Springfield, Missouri

December 31, 2001
Schedule lli
Closely Held Corporations
Group |
(Over 50% Owned)
Assets
Ownership Estimated Accounts Prepaid Asset
Percentage Value Cash Receivable and Other Vaiue

100% $ 790,200 $ 48216 § - 3 — $ 838416
100% 12,440,000 580 —_ — 12,440,580
100% - 898 —_ — 898
100% 17,650 366 — 6,000 24,016
100% 260,000 78,779 2,679 33,195 374,653
100% 175,000 1,861 — — 176,861
100% 1,320,000 272,040 58,914 — 1,650,954
100% — 29,728 6,252 120,617 156,597
100% — 4,003 1,000 — 5,003
100% — 581 — 47,000 47,581
100% — 195 3,500 — 3,695
100% 2,800,000 45,958 230,204 72,313 3,148,475
100% 48,850,000 79,148 90,728 — 49,019,876
100% 1,250,000 1,804,854 102,225 196,756 3,353,835
98% 250,000 61,330 15,000 100 326,430
60% 12,750,000 266,188 42 82,992 13,099,222
51% . 7,800,000 85,099 — 1.000 7.886.099
$_88702,850 $.2779.824 5_510544 $__559973 $_92553,191

See Accountants’ Compilation Report and Notes to Statement of Financial Condition



Liabilities

Accounts Minority
Payable Interest
Current and Accrued Total Long-Term and Other
Debt Expenses Current Debt Adjustments Equity
$ — ¥ (6,000) §$ (6,000) $ — ¥ —  § 832,416
(150,639) — (150,639) (1,421,691) — 10,868,250
— — — —— — 898
—_ e - —_ — 24,016
- (336,610) (336,610) — — 38,043
— (6,841) (6,841) — — 170,020
(1,350,361) (5,493) (1,355,854) — - 295,100
— (74,545) (74,545) - — 82,052
— — — — o 5,003
— o o - —— 47,581
— — — - — 3,695
e (125,430) (125,430) — - 3,023,045
(2,746,835) (28,494) (2,775,329) (16,466,856) — 29,777,691
(87,107) (173,359) (260,466) — — 3,093,369
— — _ (8,700) 43,987 361,717
(157,000) (559,849) (716,849) (1,699,271) (2,619,501) 8,063,601
— (712) (712) (1,579.595) (3,089,838) 3215954
$.(4491.942) 5__(L317.333) $__(5,809275) $_(Q2L176,113) $__(5,665352) $__59.902451

14



John Q. and Juanita K. Hammons
300 John Q. Hammons Parkway Suite 900
Springfield, Missouri

December 31, 2001
Schedule IV
Closely Held Corporations
Group Il
(50% Owned or Less)

JQH%
Ownership
Other Including

Ownership Total Due to Shareholder Notes
Percentage FMV JQH Interest Receivable
Network Publishing Corp of IL 50% $ 350,000 $ (30,000) $ 160,000 $ 190,000
Sunshine Development Company 50% 500,000 — 250,000 250,000
Winegardner & Hammons, Inc. 45% 65,730,000 — 36,151,500 29,578,500
$.66,580.000  §_(30000) $_36561500 $_30.018.500

See Accountants’ Compilation Report and Notes to Statement of Financial Condition
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John Q. and Juanita K. Hammons
300 John Q. Hammons Parkway Suite 900

Springfield, Missouri
December 31, 2001

Schedule V
Partnerships
Assets
Ownership  Estimated Accounts Asset
Percentage Value Cash Receivable  Prepaid Value
Carolina Palace, LP 100% $ 15,000,000 $ 364 § — § 117,499 § 15,117,863
Interactive Media Investments,

LLC 80% 1,250,000 — — — 1,250,000
Blue Hill Company 50% 4,000,000 3,893 570 4,522 4,008,985
Hammons - Winegardner Land 50% 1,100,000 — — — 1,100,000
John Q. Hammons Building 50% 7,900,000 89,032 — — 7,989,032
Southern Hills — Springfield,

Missouri 50% 850,000 303 — o 850,303

$_30.100000 $_93.502 S___ 570 §_122021 $_30316,183

See Accountants’ Compilation Report and Notes to Statement of Financial Condition



Liabilities

Accounts Minority
Payable interest
Current and Accrued Total Long-Term and Other
Debt Expenses Current Debt Adjustments Equity
$ (480,000) $  (500,000) $  (980,000) $ (7,140,000) $ — § 6,997,863
— — - — (250,000) 1,000,000
(225,000) (209,887) (434,887) (760,000) (1,407,049) 1,407,049
- — — — (550,000) 550,000
(121,873) (5,184) (127,057) (2,510,110) 2,541,904 7,893,769
— (9.895) (9.895) — (420,204) 420,204
5.(826,873) $__(724.966) $__(1551.839) $_(10410.110) $__(85349) $_ 18,268,885

16



John Q. and Juanita K. Hammons
300 John Q. Hammons Parkway Suite 900

Springfield, Missouri
December 31, 2001
Schedule Vi
Real Estate Investments and Related Loans

Appraised Loan
Property Location Value Balance
Arizona
Flagstaff, Arizona
6.081A Commercial Site $ 2,000,000 § 0
Arkansas
Little Rock, Arkansas
4.0A Commercial Site Financial
Parkway 2,800,000 978,631  Metropolitan Bank
17A 1-430 Commercial Site 5,200,000 664,468  Metropolitan Bank
Kanis Blvd. — 3% Acres 1,500,000 589,514  Metropolitan Bank
California
San Luis Obispo, California
Morro Bay - 600 Acre Ranch First Bank of San
U.S. Hwy. #1 6,240,000 1,176,854 Luis Obispo

See Accountants’ Compilation Report and Notes to Statement of Financial Condition 17



John Q. and Juanita K. Hammons
300 John Q. Hammons Parkway Suite 900

Springfield, Missouri
December 31, 2001
Schedule VI
Real Estate Investments and Related Loans

Appraised Loan
Property Location Value Balance

Colorado

Denver, Colorado
Comm’] & Office Sites
6.5 Acres, I-25 & 120™ $ 1,800,000 $ 0

Comm’] Site - 4 Acres
I-70 - Chambers Rd. 2,000,000 0

Florida

Fort Myers, Florida
Daniels Blvd. And

International Drive
14A Hotel Site 6,500,000 2,000,000 Colonial Bank

U.S. 41 and Gladiola

4.5 Acres Shopping

Center Site 2,500,000 0
Idaho

Boise, Idaho
Boise Airport Comm’] site 5,400,000 950,000 Bank of America

Idaho Falls, Idaho

Comm’l Site - 7 Acres
U.S. 25 and Airport Rd. 950,000 0

See Accountants’ Compilation Report and Notes to Statement of Financial Condition 1R



John Q. and Juanita K. Hammons
300 John Q. Hammons Parkway Suite 900

Springfield, Missouri
December 31, 2001
Schedule VI
Real Estate Investments and Related Loans

Appraised Loan
Property Location _ Value Balance

Iowa

Cedar Rapids, Iowa
Comm’] Site - 5.15 Acres
1-380 and Airport Rd. $ 900,000 $ 0

Comm’l Site — Lot 2
1-380 and Airport Rd. 800,000 0

Des Moines, Iowa
Comm’] Site - 3 Acres
1-80 - I-35 1,250,000 0

Missouri
Branson, Missouri
Table Rock Lake Development

property — 123 Acres, near
Table Rock Dam Area 11,520,000 0

See Accountants’ Compilation Report and Notes to Statement of Financial Condition
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John Q. and Juanita K. Hammons
300 John Q. Hammons Parkway Suite 900

Springfield, Missouri
December 31, 2001
Schedule VI
Real Estate Investments and Related Loans

Appraised Loan
Property Location Value Balance
Springfield, Missouri
One Parkway Place -
1 Condominium $ 400,000 $ 0
Walnut Street Lot (U.P.) 200,000 0
U.P. Commercial Site
Phase 6 & 7 500,000 0
Residence & Fumnishings
Southern Hills 800,000 0
16.5 Acres -
Battlefield Road and Lone Pine 1,500,000 0
U.P. Commercial Site Phase 8 550,000 0
Comm’] Site - 18 Acres
1-44 & Airport Road 4,250,000 0
Enterprise Bldg. _ 850,000 118,076  Union Planters Bank
U.S. Court House 4,250,000 2,470,291 Commerce Bank
Glenstone Office Bldg. Site 950,000 0
Springfield Mini-Storage 3,500,000 0

See Accountants’ Compilation Report and Notes to Statement of Financia! Condition 20



John Q. and Juanita K. Hammons

300 John Q. Hammons Parkway Suite 900
Springfield, Missouri

December 31, 2001
Schedule VI

Real Estate Investments and Related Loans

Appraised Loan
Property Location Value Balance
The Hammons Tower $ 22,500,000 $ 11,603,945

Burger Station #1, #2 & #3

U.P. Warehouse Annex -
60,000 square feet

The Café

Residential Development
Golf Course and Country Club

Developed Areas -
Improved Residential
Lots and lots under contract
Cluster Area A
Cluster Area B
Cluster Area C

Sales Pavilion and Office Bidg,

Unimproved Areas -
Unimproved Residential Lots
Commercial Shopping Village
Phase 3

1,250,000

1,400,000

1,800,000

21,600,000

7,102,400
1,400,000
1,750,000
2,500,000
1,500,000

5,750,000
4,400,000
550,000

0

158,487

0

6,294,873
10,081,500

341,689
0

0
0
0

o

See Accountants’ Compilation Report and Notes to Statement of Financial Condition

US Bank

Missouri State Bank
& Trust

Great Southern
Member Deposits

Great Southem
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John Q. and Juanita K. Hammons
300 John Q. Hammons Parkway Suite 900

Springfield, Missouri
December 31, 2001
Schedule VI
Real Estate Investments and Related Loans

Appraised Loan
Property Location Value Balance
Tree & Turf Nursery - 8A $ 350000 § 0
John Q. Hammons Sports
Hall of Fame 4,250,000 0
Joplin, Missouri
Comm’l & Ind. Site
78 Acres, 1-44 2,160,000 0
Comm’l & Office Sites
3 Acres, 1-44 500,000 0

Kansas City, Missouri
Comm’l Lot — Tiffany Springs Valley View State
Parkway 1,600,000 760,000 Bank

Kan Arrnnntante’ Namnilatine Danar nmd Madan én Cbnbnonnné af Eimmonint Moo ataio o



John Q. and Juanita K. Hammons
300 John Q. Hammons Parkway Suite 900

Springfield, Missouri
December 31, 2001
Schedule VI
Real Estate Investments and Related Loans

Appraised Loan
Property Location Value Balance
New Mexico
Albuquerque, New Mexico
2.0 Acres Journal Center $ 300,000 $ 0
Hotel Site — I-25 and
Lomus Boulevard 4,500,000 0
Nevada
Reno, Nevada
Hotel & Casino Site X
'Prk Lots — Downtown Reno 1,275,000 0
Casino Bldg. & Land 4,200,000 26,799 5™ 3R, E. Capital
Lake Tahoe, Nevada
Hotel Site — So. Shore
U.S. 50 & State Line 750,000 0
North Carolina
Charlotte, North Carolina
7 Acre Hotel Site
Airport Coliseum 3,500,000 0

See Accountants’ Compilation Report and Notes to Statement of Financial Condition 23



John Q. and Juanita K. Hammons
300 John Q. Hammons Parkway Suite 900
Springfield, Missouri
December 31, 2001

Schedule VI
Real Estate investments and Related Loans

Appraised Loan
Property Location Value Balance

Oklahoma

Tulsa, Oklahoma
Tulsa Commons NE Quadrant
Mingo Expressway & 71st
42 Acres Commercial
Development $ 14,400,000 $ 2,654,320 Arvest Bank

Oregon
Seaside, Oregon
Highlands at Gearhart
Teal Court Subdivision 250,000 0

South Carolina

Myrtle Beach, South Carolina
#1 Theater Site 2,000,000 0

IMAX Theater 6,000,000 2,376,326 BB&T
Tennessee

Franklin, Tennessee
Hotel Site, 9 Acres 1,200,000 0

See Accountants’ Compilation Report and Notes to Statement of Financial Condition 24



John Q. and Juanita K. Hammons
300 John Q. Hammons Parkway Suite 900

Springfield, Missouri
December 31, 2001
Schedule VI
Real Estate Investments and Related Loans

Appraised Loan
Property Location Value Balance

Texas

Houston, Texas
Comm’] Site - 9 Acres
Gulf Freeway & Airport Rd. $ 4,500,000 $ 0

Frisco, Texas
Commercial Site
Adjacent Frisco Mall 5,500,000 2,300,000 Legacy Bank

Wisconsin

Madison, Wisconsin
Commercial Sites
West Belt Freeway and
Greenway Blvd.
4 Acres 2,200,000
5 Acres 1,850.000

TOTAL $_203.897.400 $_45,545.773

Current Portion of Long-Term Debt $ 2,898,760
Long-Term Debt 42.647.013

345,545,773

0
0

See Accountants’ Compilation Report and Notes to Statement of Financial Condition 25



John Q. and Juanita K. Hammons
300 John Q. Hammons Parkway Suite 900
Springfield, Missouri

Premier Bank
BB&T

J.P. Morgan

Arvest Bank

Bank of Zanesville
Other

Plains National Bank
Missouni State Bank
Old Missouri State Bank
Great Southern Bank
Mary Guy

Total

Current Portion of Long-Term Debt
Long-Term Debt

December 31, 2001

All Other
Notes Payable

Amount

See Accountanis’ Compilation Repori and Notes to Statement of Financial Condition

$ 450,000
3,000,000
10,000,000
3,300,000
11,000,000
395,831
1,000,000
1,000,000
400,000
2,417,197
800,000

$._33.763.028

$ 21,367,197
12,395,831

$_33,763,028



John Q. and Juanita K. Hammons
300 John Q. Hammons Parkway Suite 900

Springfield, Missouri
Notes to Statement of Financial Condition
December 31, 2001

Note 1: Basis of Presentation

The accompanying financial statements include the assets and liabilities of John Q. and Juanita K.
Hammons. Assets are stated at their estimated current values and liabilities at their estimated
current amounts.

Note 2: Cash and Cash Equivalents

John Q. and Juanita K. Hammons consider all liquid investments with original maturities of three
months or less to be cash equivalents. At December 31, 2001, cash equivalents consisted of
money market accounts, certificates of deposit, commercial paper and repurchase agreements and
restricted cash. Restricted cash consisted of four restricted certificates of deposits totaling
$16,999,377 at December 31, 2001. Cash amounts shown include required amounts for collateral
agreements, compensating balances, workmen’s compensation reserves and minimum suggested
reserve cash provisions for various entities.

Note 3: Marketable Securities

The current values of marketable securities are their quoted closing prices as of December 31,
2001, except for the value of John Q. Hammons Hotels, Inc. (refer to Note /1).

Note 4: Valuation Methods in General

The estimated values of the investment in closely held corporations and the estimated current value
of the equities in partnerships, trade centers and other assets were supplied by John Q. Hammons.
See Schedules I, II, I, IV, V and VI for additional detail. Detail of cash and loan amounts is
provided for majority owned closely held corporations and substantially all the partnerships.

Note 5: Valuation Method - Hotel Operations

The estimated current values of the equity in the hotels were based on a current fair market value
per hotel room determined by John Q. Hammons. The total fixed asset value thus determined was
increased by the current assets and decreased by nonrelated party debt as of December 31, 2001.
The hotel operations are composed of corporations and partnerships with the land and buildings
generally owned personally by John Q. Hammons. In order to simplify the financial presentation,
the hotel operations are shown as though they were personally owned regardless of the
organizational structure. See Schedule I for individual hotel valuations.

See Accountants’ Compilation Report 27



John Q. and Juanita K. Hammons
300 John Q. Hammons Parkway Suite 900
Springfield, Missouri
Notes to Statement of Financial Condition
December 31, 2001

Note 6: Current Income Tax

Income tax information is based on estimates of 2001 income tax liabilities used for federal and
state extension requests. Current year estimated tax payments are sufficient to cover the estimated
current year income tax liability. Additional tax liabilities related to prior years may arise from an
ongoing Internal Revenue Service audit of certain of the Hammons’ personal tax returns. The
amount of any liability has not been determined as of April 10, 2002.

Note 7: Notes Payable and Guarantees

The notes payable shown on Schedules 1, I, I, IV, V and VI have various maturity dates through
the year 2017. The current portion of long-term debt has been estimated using loan information
available at December 31, 2001.

John Q. Hammons operating as a proprietorship has guaranteed the payment of the obligations of
the companies and partnerships he has an interest in. These amounts are included in the schedules.

Note 8: Estimated Income Tax

Estimated income taxes have not been provided on the differences between the estimated current
values of assets and their tax bases plus the estimated current amounts of liabilities. Any provision
will differ from the amounts of income taxes that eventually might be paid because those amounts
are determined by the timing and the method of disposal or realization and the tax laws and
regulations in effect at the time of disposal or realization. The estimated current values of assets
exceeded their tax bases plus liabilities by approximately $851,000,000 at December 31, 2001.
Multiplying this difference by an income tax rate of 34% results in a potential liquidation tax of
approximately $290,000,000.

Note 9: Gifts

Since 1976, John Q. Hammons has committed himself to charitable gifts exceeding $10,000,000.
The unpaid balance of these gifts to Southwest Missouri State University, St. John’s Hospital, the
Public Broadcasting System, Drury University and the Hammons Heart Institute is approximately
$6,000,000, which consists primarily of deferred gifts due from John Q. Hammons’ estate.

See Accountants’ Compilation Report 28



John Q. and Juanita K. Hammons
300 John Q. Hammons Parkway Suite 900
Springfield, Missouri
Notes to Statement of Financial Condition
December 31, 2001

Note 10: Land Leases

The following hotel has long-term land leases payable to nonrelated parties:

Cincinnati, Ohio — Eastgate

Note 11: Investment in John Q. Hammons Hotels, inc. and John Q. Hammons
Hotels L.P.

John Q. Hammons Hotels, Inc. (the “Company”) is a public company whose stock is traded on the
New York Stock Exchange. The Company’s only asset is a 24% general partnership interest in
John Q. Hammons Hotels, L.P. (JQHLP). JQHLP owns and/or operates 56 hotels located in 22
states throughout the United States. The Company is the sole general partner of JQHLP and
exercises control over all decisions as set forth in the partnership agreement.

John Q. Hammons owns 100% of the Company’s Class B common shares and 269,100 of the
Company’s Class A common shares and is the 100% owner of 16,043,900 units of JQHLP. These
represent a combined beneficial ownership of 78.67% of the Company.

The estimated current values of the Company and JQHLP in the accompanying financial
statements was determined by John Q. Hammons and take into consideration underlying values of
the hotels and property, current and future cash flows and his controlling interest.

In the event proceeds from the sale of various hotel properties which secure first mortgage notes
and other mortgage indebtedness are insufficient to satisfy amounts due, John Q. Hammons,
personally and through 100%-owned entities, is obligated to contribute up to $245 million to
satisfy any amounts due.

See Accountants’ Compilation Report 29
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Financial Highlights'| 2001 JQH

Financial Highlights

(in thousands, except per share amounts, ratios and operating data)

9 000 20014

Operating Results

Total Revenues $ 371,684 $436,574  $ 436,658
Other Data

EBITDA $104540 $124778  $121,250
LP Unit Data

EBITDA per LP Unit . $ 467 $ 558 $ 574

Operating Cash Fiow per LP Unit $ 18 $ 228 § 238

(EBITDA less interest expense)

Selected Balance Sheet Data
Total Assets $934312 $920,884  §$ 881,724
Total Debt, including Current Portion ~ $828843  $836,707  $ 813,007

Minority Interest of Holders of
Limited Partner Units $ 25,251 $ 23515 & 141
Equity $ 13855 $ 10242 § 7,194

Operating Data

Number of Hotels 45 47 Ly}
Number of Rooms 11,067 11,633 11,633
Average Occupancy 62.9% 64.4% 62.9%
Average Daily Room Rate (ADR) $ 9487 $§ 9856 $ 100.07
Room Revenue per Available

Room (RevPAR) $ 5964 $ 6350 § 6290

1989 2000 2001 1999 2000 2001 1999 2000 2001 1989 2000 2001 1999 2000 2001

Revenue Occupancy ADR RevPAR EBITDA

o

P ]






Introduction'| 2001 JQH {

stability (stoebislo#t&) noun 1. A reliable, enduring quality
or attribute with a constancy of character and purpose.

2. Able to withstand under the most challenging circumstances.
3. Relentless, long-lasting spirit and strongest resolve that is
committed to sustaining unwavering success.

v

“5.,:

SNy ' Letter to Stockholders

Management Team

Defining our company

People
In times of uncertainty, we often turn our focus to the most
basic core principles—those things that offer us stability, comfort
' Partnerships

and reassurance. John Q. Hammons Hotels, Inc. has always
relied on its people, partnerships, products and locations
as the foundation of its business—and will continue to Product
do so in the future.

Location
Economic hardships in the year 2001 brought out the true

character and relentless resolve that have defined the Company

oy 4

in its 40-year existence. In a year when many companies were Company Profile
left exposed and vulnerable to downturns, the stability of

John Q. Hammons Hotels, Inc. endured. Selected
Consolidated

Financial Information

A commitment to its core principles has always been a defining
Management's

characteristic of John Q. Hammons Hotels, Inc. The hardships of Discussion
and Analysis

the past year and the Company’s ability to overcome them

. . . Report of independent
have proven this devotion is not unfounded. P Accoum:ms and

Consolidated
Financial Statements
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and Convention Center
Branson. Missouri




Defining moments

Letter to Stockholders: | 2001 JQH

eptember 11, 2001, a day that changed the face of our country—yet forever

solidified our American spirit.

The day of the tragedy I shared a memorandum with each associate stating the

effect that 9/11 would have on our company both in the short term and long term.

I stated that, although we need to reserve time to grieve for those tragically taken,

we also need to pull together as a nation and a company—and not be defeated.

Although every American should continue to exercise their constitutional

right—the freedom to travel throughout our great nation—we knew that

customer apprehension, airport shutdowns and various heightened travel

security issues would affect us.

As the travel industry finds itself winding along
the road to recovery, I truly believe our company
is positioned to lead the way for the entire
industry. In my 40 years of leading this company,
I have had my share of experiences in which we
managed to endure through even the most severe
economic hardships. With every one of these past
challenges, when other companies could not
withstand them, John Q. Hammons Hotels, Inc.
always overcame, and eventually prospered.

The events of September 11 hindered the
performance of the industry, and in turn, our
company. However, we did not panic. Our business
suffered, but only temporarily. Our foundation

wavered, but only momentarily. We continued to

maintain our product quality and the levels of
customer service our guests have come to expect.
Moreover, a significant reason we were able to
withstand the year’s economic challenges was our
tremendous faith in the key strengths that define
the Company—our people, partnerships, products
and locations. To capitalize on these strengths,
the Company has steadfastly applied the following
strategies to enhance stockholder value and
achieve our goals:
e Assembling a collection of the finest hotels
in the most profitable markets
e Focusing on increasing the value of our stock
by suspending development of new hotels and

increasing the return on our existing properties

—
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2001 JOH [ Letter to Stockholders

e Investing in our dedicated staff and technologies to Although September 11, 2001, will never be forgotten,

achieve the highest quality hotel management team the hardships that followed will. We are hopeful of a general

in the country economic recovery for the nation as well as for the hotel

As always, the Company’s focus is to increase cash industry. The aforementioned will not deter the Company

flow primarily through (i) capitalizing on positive operating from progressing toward its goals. In fact, they have only

fundamentals in the upscale, full-service sector of our made us stronger. With the addition of Lou Weckstein as

markets and improving the operating results of our newer Company President and his focus on increasing revenues,

hotels, (ii) converting the franchises of our existing hotels an evaluation and adjustment of operating expenses will be

} to franchise brands that are considered more upscale and made without impacting the quality of guest service or

(iii) adhering to the principles of quality and service that safety. Without an unwavering reliance on our key strengths,

have enabled the Company to overcome challenges. the foundation of the Company could never have endured.

During 2001, the Company utilized excess cash flow to The year 2002 will test the commitment of the Company

reduce long-term debt by $23.7 million. As the economy once again. We look forward to even more defining

continues to recover, we anticipate continuing this debt moments in the years to come.

reduction program to further strengthen our balance sheet.

In addition, we are moving forward with the conversion
Sincerely,

Ciafe&——g

John Q. Hammons
Founder, Chairman & CEO

of certain franchises to ones considered more profitable

in their respective markets.

Holiday Inn

Sucramento, California
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The John Q. Hammons Hotels, Inc. Board of Directors

John Q. Hammons
Founder, Chairman & Chief Executive Officer,
John Q. Hammons Hotels, Inc.

Jacquetine A. Dowdy

Secretary, John Q. Hammons Hotels, Inc.
Daniel L. Earley

President, First Clermont Bank

Donald H. Dempscy

Executive Vice President &
Chief Financial Officer, Equity Inns, Inc.

William 1. Tart

Partner, Husch & Eppenberger, LLC

John E. Lopez-Ona
President, Anvil Capital

James F. Moore

Retired Chairman, Champion Products, Inc.
David C. Sullivan

Retired Chairman, Resort Quest International

Committees of the Board

Compensation Commitiee

Audit Comnuttee
John E. Lopez-Ona, Chairman
Donald H. Dempsey

Witliam J, Hart, Chairman
James F. Moore

Finance Committee
Donald H. Dempsey, Chairman
Jacqueline A. Dowdy

James F. Moore David C. Sullivan

Daniel L. Earley
David C. Sullivan

Officers

The John Q. Hammons Hotels, Inc. Executive Team

(Standing left to right)

Lou Weckslein
President

Paul E. Muellner
Chief Financial Officer, Vice President

John D. Fulton
Vice President Interior Design

Debra Mallonee Shantz
Corporate Counsel

Steven E. Minton, AlA
Senior Vice President Architecture

Kent S. Foster
Vice President Human Resources

(Seated lefi 10 right)

L. Scott Tarwater
Vice President Sales and Marketing

Pat A. Shivers
Senior Vice President Controller

William T. George, Ir.
Vice President Capital Planning

& Asset Management [
Jacqueline A. Dowdy
Secretary, John Q. Hammons Hotels, Inc. ¢
t
(From left to right)
Robert A. Niehaus William A. Mead [
Regional Vice President Regional Vice President
Western Region Eastern Region <
Sacramento, California Greensboro, North Carolina
Robert J. Fugazi Tom C. Harwell )
Regional Vice President Regional Vice President f
Central Region Southern Regiion [
Dallas, Texas Houston, Texas 4
Joe M. Morrissey Mark S. Gundlach
Regional Vice President District Director .
Midwest Region Springfield, Missouri
Kansas City, Missouri
Veanne J. Stocking N
Regional Vice President
Rocky Mountain Region I
Ft. Collins, Colorado
1
¢
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the cornerstone of a company’s solid foundation. 2. An
assembly of loyal, dependable associates striving to
achieve a common goal.

- people (péspal) noun 1. A body of persons who compose

Giving new meaning to teamwork

The true character of any company lies in the combined efforts and
beliefs of its associates. It is through this group of people that the
Company’s values and beliefs are embodied.

One constant, sustaining quality of John Q. Hammons Hotels, Inc.
is our skilled team of professionals. Armed with an endearing -
loyalty, they take pride in their work and share in the values that have
helped define the Company for the past 40 years—hard work, attention
to detail and a commitment to excellence. In fact, many have served the
Company for more than 25 years. Through the results of our associates’
determination, our hotels have generated constant and consistent
customer satisfaction. ‘

Management of the Company is coordinated from its headquarters in
Springfield, Missouri, by its senior executive team. Six regional vice
presidents and one district director are each responsible for supervising
a group of general managers in day-to-day operations. Centralized
management services and functions include sales and marketing,
purchasing, financial controls, architecture and design, human
resources, legal and hotel operations.

In July 2001, Lou Weckstein was named President of the Company.
Mr. Weckstein most recently was senior vice president, hotel operations
for Windsor Capital Group, a Los Angeles-based hotel management and
development company. With over 40 years of hotel industry experience,
Mr. Weckstein’s comprehensive background in hotel operations, development,
finance and sales and marketing greatly complements the strengths of the

Company'’s leadership position within the industry and reinforces the true

character of John Q. Hammons Hotels, Inc.
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- o oughout éé'ch hotel, our profeséiona_lly'trained sf_;iff
takes special care of every last detail, ensuring our
. guests a memorable stay. i

! ; itk

* People’ | 2001 JQH

¢

Guests will find our hotels’
cuisine delightfully satisfying.

Dedication of our staff is
svident throughout each hotel.

Guests’ needs will be fulfilled
from check-in untit checkout.
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partnerships (pirtsnareships) noun 1. A collection of groups that 3
share a fixed proportion of profits and losses. 2. A relationship ;
between individuals that is characterized by mutual cooperationand -

responsibility, in efforts to reach a desired objective. 3. A sense of
trust established between a company or service and its customers.

1.

Relationships that spell success

In order to maintain stability during the most challenging times, it is

beneficial for a company to associate with those who share similar values i
.. . " Embassy Suites
and principles. In turn, the company will be better prepared and positioned Downtown/Old Market

to absorb the harshest of economic hardships. Omaha, Nebraska
The Company is distinguished by its ability to establish the most

advantageous partnerships in every market. After extensive market analysis

and research, the brands are carefully selected to fit the needs of each
respective market. By working with the strongest, most reputable brands
in the hotel industry, John Q. Hammons Hotels, Inc. strives to establish a
dominant market share in each community. Hotels in the Company’s
portfolio are consistently recognized as some of the highest-ranking

in the country within their respective brand.

In 2001, the Company owned or managed six of the top ten

Marriott University Park

Embassy Suites Hotels worldwide and five Holiday Inn Hotels received Tucson. Arizons

Quality Excellence Awards for demonstrating the highest standards in
hotel operations, product quality and customer satisfaction.

Each hotel is staffed with a team of warm and caring professionals that
strives to maintain a long-lasting relationship with its customers. In
addition, John Q. Hammons Hotels, Inc. works closely with local
businesses as well as state and local officials to develop hotels that meet
the needs of the community and satisfy long-term demand for hotel rooms.
In some cases, the Company benefits from incentives offered by local
governments, city leaders and convention and visitors bureaus interested
in ensuring the development of a quality hotel in their community. In fact,

many of the hotels were developed in partnership with local governments

to specifically serve meetings and convention markets. Beaidence inn

Springfield, Missouri £
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product (prodeskt) noun 1. Something produced by human
or mechanical effort. 2. A direct, tangible result created and

"~ constructed with the support of extensive research and preparation -
and intuitive planning.

o
¢
’

e

" e T i g

A superior product

By creating the strongest portfolio in the industry and allowing it to
reach its full potential, the Company will be better positioned to endure
the most turbulent times.

In 2001, the Company sustained a favorable market share by focusing
on the quality of its hotels and customer service. John Q. Hammons
Hotels, Inc. continually monitors both its individual hotels and overall
operations to maintain its signature level of consistency. To date, the
Company owns and/or manages 56 hotels in 22 states, for a total of

13,711 rooms and 1.7 million square feet of meeting and convention

space—more than any other hotel management company in the country.
Each hotel is ideally designed by the Company to target convention
guests as well as corporate and leisure travelers. The hotels are defined
by such alluring features as spectacular multistoried atriums, expansive
and flexible meeting spaces, spacious guest rooms or suites, full-service
restaurants and aesthetically pleasing lounge areas.
In 2001, three distinguished hotels, owned privately by John Q. Hammons,
were added to the Company’s management portfolio:

® The Renaissance Dallas-Richardson Hotel—an anchor of a 27-acre development
in the Galatyn Park Urban Center—opened in May in Richardson, Texas.
The hotel features 336 rooms and more than 30,000 square feet of meeting space.

® Opened in August, the Embassy Suites Nashville South, in Franklin, Tennessee,
Seatures 250 suites and 15,000 square feet of convention space. It is strategically

located near the Franklin Convention Center and Cool Springs Galleria.

® In September, the 136-room Residence Inn by Marriott opened in Springfield,

Missouri, catering to extended-stay guests.
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Embassy Suites
Airport/Convention Center
North Charleston, South Carolina

Renaissance Dallas-Richardson
Richardson, Texas

Sheraton Sioux Falls
Sioux Falls, South Dakota

location (15°k#+shan) noun 1. A tract of land that

. has been surveyed and marked off. 2. The placement
of something in a specified area to generate positive
and profitable rewards.

The perfect location

The creation of the finest-quality hotel is one thing. Where to
put it is another. Assembled with fine hotels in profitable markets,
John Q. Hammons Hotels, Inc. is a continued leader in the hotel industry.

Even in the most uncertain times, the Company specifically targets
markets that offer environments less susceptible to economic downturns.
Every hotel, in every market, is strategically located in a city containing
multiple demand generators such as airports, state capitals, convention
centers and universities. However, the location of a hotel by itself doesn’t
necessarily guarantee prosperous returns.

Much of the success of John Q. Hammons Hotels, Inc. lies in pairing
the right hotel brand with the right market. Armed with an experienced
management team, the Company uses extensive research and marketing
analysis to determine which hotel brand is best suited for the demands
of a particular market.

This methodical approach enables every property to tap into a variety
of sources to help drive both meeting business and room-night revenues.

Most importantly, it allows our hotels to rank in the top three performers

_in market penetration in every community we serve. This is evidenced

by the fact that 18 hotels are ranked number one in their
respective markets.

John Q. Hammons Hotels, Inc. understands the power of complementing
its prime locations with the highest quality hotels in strategic markets.
This allows the company to consistently maintain its position at the top

of the industry.

i)
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Company Profile

§ s Y

Jobn Q. Hammons Hotels, Inc.and its subsidiarics (collectively. the "Comipuny™) are leading independent owners.

nianagers and developers of atfordable, upseale hotels in market-driven locations. The Company owns 47 hotels locared 2
in 20 states containing 11,633 guest rooms and swites (the “Owned Hotels™) and manages nine hotels located m five
states contaming 2078 enest rooms (the “Managed Hotels™). The Company has suspended development since the i
completion of its 1999 scheduled hotels. The Company's existing 36 Owned Hotels and Managed Hotels (togethor,
L
the “FOI Hotels™) operate primanty under the Embassy Suites and Holiday 1nn trade names, Most of the Company's
hotels are i or near a state capital. university. airport, corporate headquarters. office park or other demand gencrator. 1
2

The Company’s focus is o increase cash flow and thereby enhanee stockholder value prinsarily ihrough (i) capitalizing on
positive operaring fundamentals in the upscale, full-service sector of our markets and improving the operating resulis of

pewer hotels, (i) converting the franchises of our existing hotels o franchise brands that are constderad (o he wore

upscale and (i) adbering o the principles of quality and service that have enabled the Company to endure challenges. f
The Company has esigned each new hotel to meet the spectfic needs of its market and has engaged in markeiing t
cfforts months [ advancee of the hotels apering. The Company's entire management tean. including senior 2
management. architects. design spevialists, hotel nanagers and sales personnel, is involved i the developrient i
and continuing operations of each hotel

¢
The JOF Hotels are designed to appeal to a broad range of hotel customers, including frequent business travelers. |

groups and conventions as well as Teisure travelers, The Company individually designs each hotel and most contain
an impressive multistoried atrium, expansive meeting space, large guest rooms or suties and comifortable ounge arcas.
The hotels” mieeting facilities can be readily adapted fo accommodate both large and small mectings, conventions o

trade shows. OF the JOH Hotels. the 17 Fmbassy Suites Hotels are all-suite hotels, which appeat 1o the waveler needing

or desiring areater space and specialized services. The 17 Holiday Inn Hotels are affordably priced hotels designed 1o
atipact the buasiness and Jeisure raveler desiring quality accommodations. In addition. the Company owns o manages f
other reputabls brands throughout the vountry. including Marrioti. Rudisson and Sheraton. i

Management of the JOH Horels is conrdingted from the Companys headquarters in Springfickl Missourr. by 315 sentor

e ronray,

executive feam. Six ragional vice presidents and one district director are cach responsible for supervising @ yroup
of general managers in day-to-dav operations, Centralized management services and functions include salas and

murketing, purchasine, Gnancial controls, architectare and design. human resources, legal and hotel opera tions.
s k= o o= H

¢

Through these centralized services, significant cost savings are reatized due to ccononnes of scale.
'
¢



(N

A
2001 JQH | Company Profile

Stock Price Per Share

UNAUDITED QUARTERLY STOCK INFORMATION

Fhe Company s Class A Commuon Stuck (ithe “Class A Common Stock™ ) was listod on the New York Stoch Pachange from
10, when 1 hegan trading on the Awerican Stock Exchange under the sy mibol “JOQH

Nowensher 23, 1984 wnul February 2
Pricr to November 230 1994, the Companys Class A Common Stock was niot publicly traded.

The fellowing seis forth the bigh and low closimg sules prices of Class A Comimon Stoch for the period indicrtul, ws reporied

by b refevanit siock exchange composiic tapes:

oV

2000 ; High Low

First Quarter §5 /8 $
Second Quarer $§5 16 $ 4
Third Quarte: $ 7 5716 8
Fourth Quartas §6 172 $

2001 High Low

5.19
5.30
4.05
3.65

6.00
6.60
7.00
5.82

First Quarter
Second Quarter
Third Quarter
Fourth Quarter

[ I
(2 2K~ - -

On March 1, 2002, the Jast reported sales price of the Class A Common Stock on the AMEX was $5.90. On Maych 12002,
the Company had approximaiely 1,300 beneficial owners of Class A Common Stock of which approximately 230 aie holders
ot record of Cliss A Common Stock.

SELECTED CONSOLIDATED FINANCIAL INFORMATION OF THE COMPANY

The selected consolidated financial infomation of the Companty for iire 2001, 20600, 1999, 1998 and 1997 fiscal years has

il

been derived from. and should be read in conjunction with, the audited consolidated financial stawemonts of the Company,

which statements have been zudited by Arthor Andersen LUP independernt public sccountants. The information presenied next

should Be read in conjunction with “Management's Discussion aud Analysis of Financial Condiven and Results of Operations™
included in this report. The Company™s fiscal vear ends on the Friday nearest December 31,



Selected Consolidated Financial information-| 2001 JQH

Selected Consolidated Financial Information

]
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Fisca! year ended 2001 2000 1999 1995 1497

Revenues

Rouig a) $ 266,353 § 267,556 §229.007 521138 S 195,294

Fond ani e 118,042 116,86H 161,231 91,962 §6,183

tMeeting room remtil end othar (b 52,263 49,113 40 746 35,003 3173
Total reverases 436,658 436,574 411,684 33884 315,274

Operating expenses

Divect aperating costs and exponses (o

Rooms 68,061 8,224 59,567 54 500 50,265

Foed and beveragn 94,690 9R.358 34,035 7018 13,543

Other 3,288 3716 3,667 2308 3,785
General, administauvs, seles and

SCIVICE SXPENSEs {d, 131,522 124,283 104,876 95,500 85,768
Enance 17,847 17.065 15,065 13,438 12,578

{

Repairs and

Uepreciation and amorlization 62,174 52,367 45,669 45530 34,781
Total cuerating expenses 377,582 365,163 312,813 249,525 280,158
Income from operations 59,076 7141 58.571 49,449 52,115

Other {income) expenses
interest expeise and arortizabon

of deferred financing fee., net 70,975 73,833 §2,209 52,286 44,525
Gain on propasty disposition {f} {2 365) {8,175 -
Income {Loss) before minority interest,

provision for income taxes, extraordinary

item and cumulative effect of change in

accounting principle (g, m} (11,899) {2,422} 1972} 338 8,191
Minority migrestin iparnings! losses of partnership 9,044 1,736 (98 {242} {6,302
Income (Loss) before provision for income

taxes, extraordinary item and cumulative

effect of change in accounting principle (2,855) {686) {275} 9t 2,489
Pravsics for income axes {h) (150) {150} {150} 120 {75}

Income (Loss) before extraordinary item
and cumulative effect of change

in accounting principle $ (3005) S 83 s 3 {24 § 2,44

>

Basic and diluted income (loss} per share of
common stock before extraordinary
item and cumulative effect of change
in accounting principle $ (059) & iniel S (007§ -

&

(.38
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N ]
Selected Consolidated Financial Information

sir

Fiscal year ended

Other data
ERITDA i
Net cash provided by operating aciivities
Net cash used in investing activities
Net cash provided by {used i financing activities

Margin and ratio data
EBRITOA margin (% of total revenue) {i)
Earnings to fixed charges ratio ()

Operating data
Owned hotels
Number of hotels
Number ¢f rooms
Average occupancy
Average daily room rate {ADR}
Room revenue per available room
{RevPAR} ik}
increase in yield i

Balance sheet data
Total assets
Total deht, including current portion
Minority interest of holders of the LP units
Equity

tri dheaserds evecpt

2001 2000

$121250  $124778
51,070 36,304
(39,658} 35,584
{23,786) 5437

218%
0.84x

47 47

11,633 11,633
62.9% 64.4%

$ 10007 § 9856

$ 6290
(0.9)%

$ 63480
6.5%

$881,724
813,007
14
1194

$9206.884
836,707
23515

10.242

4

1948

$ 104540
41,284
{100,216
62418

28.1%
0.69x

45

11,067
62.9%

947

$

25
red

A=

< e

=2

32

§954,312
828,843
25,231

13,855

1898

$ 85,029
13434

53703

28.0%

0.91x

@
10,293
62.1%

$§ 913

3 579

9.5%

875,486
759718
27,392
17,847

2

shard cinpanry, cdisos aand fesel deria)

1997

§ 27,897
217768
{193,271}
161,014

28.1%
{497

62.9%
§ 5238
§ 5134
5.3%

§816,733
595,791
35,393
18,508

12} Inctudes reverues derved from rous, {1} ERITDA represents eirnings before net intorest eypeuse, provision

ibley and depreciation anci amorization.

fncfudes mecting room remal, management fees Tar providing far income wxes IhisH

EBITDA is used by the Company for the purpess of analyzing iis
operating perlormance, foverage mul Hguidity, Such datare not
& meaate of fisncial performasee under accountng principhes
connection with franchise fees, generaliy avcepted in the United Sty and shewid ot be cornidercd
iy, INSUTaNCe, as an alternative 10 net carnings as an mdicaior of the Company’

flow as g maasuty

ases. rent and other

projetty ¢ aperating performance or as an alermative e ca

idiy.

(o3 Includes expenses incurted providing managemaint servives o

the Managad Hoiels, iy Fainings used in computing the ags to finad chsrg

Sain on sales includes six hotels sold Februwy 6, 1995, ane botel consist oi net incoms plus Nixed ohinrges, Fise U8 ConS
soid Decembaer 310199

e 190K, 199 amd 2001 fiscal vears do not include a $2.2 miltioy,

g
*

and oog hoted sold June To, 1609,

Hion and S8 pdilion respectively, extraordinary charge (i) roomns, Avaitable

sepresent the sumber of routs i yest muliipiied

rd te early oxiinguishment of debr.

s been toeved as a O Corporation on gs pottion

2% Hrings. (i} s vield
Ble room (RevPARD

anp The
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Management’s Discussion and Analysis
of Financial Condition and Results of Operations

GENERAL

e iseon ikl anatyss pr
LA0GE TG Decem
cred consolidaied Tmanerl informa

arily addre s results of operations u( lh«‘( GIPRIY fm m\ ix\'.ul Ve \I’U\\i

blecch )T DO06T ) and ooy

i with {he s

read 1n o
ol the Company incleded elaowbiore herem,

= eonsobidated Dnancnal stataments isclade revennes from the Owaed Flotels and manageisent foe revermes for
ment services 1o the Managed Haotels, References to the JOH Hotels include both the Ovwned Fotels and ihe

Uhe Compan:

providing 1mna
Masagod H FHotels are devived fron rooms, food aud beversee, meeting rovis and other

fron; ibe

ves from the Gsvie

s, e revenue
Cmelude cepenses o

RIG IO

Company’s bove clude only rovenues from e sale of wlenhobic bever:
eoliolic beverages are shown as part of tood rovenues, Direct operatin

iy conticotion with the divect operation of Fooms, tood and boveraze and hwcnh(‘-n'!x General. administrative. sales and mane

2 costy and ¢y

fe expenses ncurred froms franehise fees, adwing fative, sales and marketing . unhines sswrana, property

SEerVic
LR Cnl PNt management

RPOnses e

orviees and ofher espenses.

From 1997 thin 2001 the Company’s fotal revenues grew at ananntal compounded growth rate of'

o 54367 wnllion, Ocoupancy for the Owned Hoetels during that periied yemained constant at 62.9%. However, the Ow e
average daity room e LADRY increased by 2157 from S82.38 to S106.07 during hat period. Roem revenue per available
PReVPARD fnereased by 21.3% from $5184 to $62.90,

S, from S313.3

Is opened duting the penod from 1997 to 200) increased overalf average roor raice. while m‘vupancy duging
this same period emained r conntant. The Company wacks the pertornumce of the Owned Hotels ip two groups. One sreup
ol hotels are these epooed by the Company during th ¢ unwl and prior ih(" ! yg the “Now Hotels™) During 268 l,, ii s N
Hotels metuded nvo hotels opened in 2604, The remainder of the Owned riotele, exclading the New Hotelso are defined ax M

it ceneral. Owned Hote

Al

2o ahe Muture Hul'-i.s imchaded 48 hotels opened prior o ..\)U 1o New hoetels iypieatly ponerate positive cash flose flom
servive moettgagze debt i the seeond vear and creaw

Hatel

Defore debt service i the Pirst vear, generate cash sulficiont o

et

;m.»s:m & sh o afier debn service in the thivd vear
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2001 JOH Managémont's Discussion and Analysis

Results of Operations of the Company

oo 9 . IR T g m et 9 S RPN Y
L000 2a00000 0TS R ! Qi SR GRIGLETS, 11Oy ceand fioed et

Fiscal year ended 2001 2000 1999 1398 1997
Owned hotels
Average accupancy 629% 64 4% 62.9% 62.1% £29%
Average daily room rate (ADR) $10007 § 9856 S 8487 $ 913 % 5238
Room revenue per gvailable room {RevPAR) $ 6290 $ 6350 $ 5984 $ 56.79 55184
Avaitahle rooms {a) 4234594 43947 38%3,403 3733166 3767,387
Number of hotels 4 a7 45 47 45
Mature hotels
Avergge oncupancy . 62.7% 55.1% 64.7% 54.1% B24%
Average datly room rate (ADR} $9950 § 9690C $ 9360 $ 8650 & 7980
Roam revenue per avaiiable room {(RevPAR! $623 5 6309 § 6057 $ 5541 § 5090
Avaitahle roorms {a) 4028570 3569239 3332718 3012885 333883
Numbar of hotels 45 4 3 2 37
New hotels
Average sccupancy 66.4% 59.9% 51.0% 54,1% 55.3%
Average daily room rate (ADR) $11055  $1108686 $10525 $11558  $108%7
Room revenue per available reom (RevPAR) $7337 § 6629 $ 8370 $ 8254  § 6020
Available rooms {a} 206,024 544,708 520,685 720,321 378,491
Number of hotels 2 6 8 6 ¢
Percentages of total revenues
Rooms 61.0% 61.3% 61.8% 62.6% 62.3%
Food and beverage 210% 27.5% 21.3% 27.1% 275%
Meeting room rental and other 12.0% 11.2% 10.9% 10.3% 10.2%
Total revenues 1000% 100.0% 100.0% 10006% 100.0%

Operating expenses
Direct operating costs and expenses

Roums 156% 15.6% 16.0% 16.1% 16.0%

Food and beverage 0.7% 22.5% 22.6% 227% 234%

Gther 08% 0.9% 1.0% 10% 1%
General, administrative, sales and

management Service expenses 30.1% 28.5% 28.2% 282% 214%
Repairs and mainienance 41% 3.9% 41% 40% 40%
Depreciation and amortization 142% 12.2% 12.3% 134% 11.1%

Total oparating expenses 86.5% 83.6% 84.2% 85.4% 830%
Income from operations 135% 164% - 158% 146% 17.0%

Available roome represent the number of reoms availabie for vend mubiiplicd by the number of days in the peried veported
or. tn the case of Now Hotels, the number of days the hotel was open during the period reported. Tiseal vears above euch

5

contained 32 weeks, or 304 days,
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2001 FISCAL YEAR COMPARED TO 2000 FISCAL YEAR

Goathon 2000, OF wonal resenues. 6109

Totad rovenues o dhitly to S436.7 miilion m 2601 from 3 WORS IOVENUC from

Rovenues frem food and beverase reprosenied 27 6% of ot jevenues iy 2004, wmmr«:d w0 ST N

0T aod V2% m 20040

rocny, conipuied to

cand

s

g room rental avid cther represented F2.0% of imal revenues o

s miltion i 2001 from S367.6 millian i 20000 a decrease of SE.2 nullion, or 4% a5 arowsh

septaimber T 2001 werronist attacks. Average daily moon o

ihe ,:.«'.'ﬂcr ceomany i it ’H(J! .md lhc deercased travel related o the !
. ¢ Hotels increused o S99 80 in 2001 from $96.90 1 2000, Ocaupaney in the Matare Hotels decreased 2.4 percentage

A ‘,U(Jl ¢ "up;mrd 0 65 37y 2000, The Mature Hotets room revenue per avatable room (RevPAR; decreased 1o

[ P30 D20 1a 2001, the New Hotels inchided o hotels, which geninted KevPAR

209 i 2000, a deerease of 3.7
6.7% from the 2(2('(1 RevAR of $06.29. swehien wix New Hotels were oper [n general, nuanagement bolicves the Newe Howis
move insadided from the effecis of new hotel supply than are the Mature ot
considored o be more apseale i mainre, and the New Hotels have bigher-quabity goest rooms and public spaces.

since the New Hotels utilize tranchise brands thay are

Food ard everage reverues deereased o SIS Gmillion in 2001 from $119.9 millics in 2000, & decrease of ST mithon, or 1.6%.

s devrease was primanily roiaied to the Jower oecupaney,

Mocting roor rental aid other revenues creased o 852 2omillion w 2001 frasn $40.3 mlhon 0 2009, an mersase of 832 rthon,
v due o the movement 01 husimess copventions s sevondary markets and increased managem

s 80 This imerdase was priari

fus from recenidy opened 1 Hb\ﬁl\‘;!hu h‘.'h..m.

Phrect operating costs and axpenses for rooms decreased w $08.4 mithon in 2001 from S68.2 million in 2000, 4 decrease of St wition,

7 - s Ay G
o dollay decrease

om 2000,

o 17 a Al pereontiage of fGoms revenues. these expunses increased slighi! - to 25 6% 1 2001 from 25.5¢

veas rebited 16 variahle costs that decline as vooms revenoes decrease.

b OGN L

wd cxpenses fot food and Beverage decressed 1o 394.7 million n 2001 from SO8 4 mithion i 2060, & deerease
creentage of od and beverage revenues 1o 813 from 82.1%4 i 2000, The doliar decrviog

or S8 de RESURYY

10 tiea cased eosts associated with the Tewer volunwe of sales and the decretise as a pereentage of food and beverage revenues

sled s impeoved inventory and labor controds.

Direct oper pes for other were $3.3 milijon in 2001 and S3.7 miflion in 2000, 2 1057, decrewse. As a pereentage of
moeting roon: rentil and other

capenses duaring 2001,

v A

S in 2000 and 7.3% in 2000, The decrease resulted from lower teioephone

enues, these expenses were 6.3

1y
H

Genoral, adm

misirative, sales and manavemont service expenses ncrcased 0 STILS million s 2000 from ST24.4 mitlion in 2000, an

eerease of $7.0 mvition. or 3.7%, ard inereased as o pereentage of 10l revenues o 30.1% i 2001 from 28.3% 1 2000, The inere

atiribnabhe w bigher stility, ivsurance and 2uest freguency proaram cosis during 2001 wnd cther |

e evpen
associated with the maisture relared problems, as discussed in Ligudity and Capital Resourees.

S WRTE P

.

TS mithion in 2001 from S17.0miton i 2000, an ncrease of S0.7 methon, or 4.8

Repairs and maisienance exponses increised o §
and inereased stightly as a percentage of revenues o 4 1% in 2001 from 3 \)"'u 0 20U,

B

wecition wikd amortization increased by S8.8 mithon, or 16.3%, 10 $62.2 miftion n 2001 from S33.4 mitiion in 2060, As a percontage
28, m 2000, The nerease was primarily related o the addiional

of toial revennes, these expanses Increased 10 14.2%0 i 2001 fromy
sharge to depreciation expense resulting trom the mobsture related issues, as discussed in Liguidity and Capital Resources.

g from operations decreased 1o 33904 miltion in 2007 from 714 mithion in 2000, 4 Jdecrease of 5123 milhon. or 17.2%
‘entage of (il revenues, aucome frem operations was §3.3% i 2001, compared o 16.4% in 2860 fhe change relate pnn.mrii_\ 10
desreased revenues diue o g sofler ecopomy in 2004 and the additional deprecution expense. as discussed above,

faterest ospoose atd mortization of deferred fnane ing fees decreased 1o S7LG million m 2601 from S73R mudlion w 206080, «
The decrease was attriburable to Jower interest rates and the Company’s use of excess cash o sedoce debt by

i

approsinately S2307 nudhon duning the fiscal year
! ; B 5

L provision for inecme tases aml extaordinary sen was 1.9 milhan in 2001 compared 1o 524 midfion

3 PBOCHY Inler

o 2000, erease of $9.8 mitlhon,

st s 0T was €50 mithon, comparesd ro S8 million i 2000,
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2000 FISCAL YEAR COMPARED TO 1999 FISCAL YEAR

drd 16 S436.0 miilion vy 2008 from $37 1.7 nullion i 1996 an mcrease o 3048 mdtion, or 1759 O we
Lig 61.8% i 1508 Revenites Tram (uod sad hover

il rovenues

aeeized 1 200G 61 3% were revenues rom reoms, comprid
yar

of totad reventies receenized i 2000, compared 1o 27.3% in 990, and revenues from meeting oo rentad and othe 1

s represeated 2
presepted 1120 of

o) revenues in 2000, and 10.9% m 1999,

Rooms revorues inereased to $267.6 million in 2000 from $229.8 miilion in 19949, s mereuase of $37.8 milhon, or 16.4% s aresult of o

3 e Mate

full year of oporanion for the four hetels opened i 1999 and an increuse in both the averaze datly voom rate and nocnpan

Fetls, Avergge dadly toen s TADR ) of Matwre Haicls incréased 10 596,96 1 2500 o S93.06 i J99% The aveupancy i the S
w1999 The Mature Hoiels” room revenie per avn il
or 4.2%. Tn 2060, the Now Hotels included o0 fiotets,
when crzht new horels were opened.

fe roenn

Hotels invreased 0.4 percentage points to 63.1% jn 2000, compared (o 947
(RevPARY improved to 88309 10 2000 from S60.37 in 1999 an merease of 3
whivh gencrated RevPAR of 560,26, up 23.4% from the 1999 RevPAR of 3337

Food and beverace revonues increased o $T10.0 milfion m 2000 from $1612 miiion in 1899, an increuse of S1%7 mudlion, or 18.5%
primanly due o revenaes associaied with the New Hotels

This inoresse ©

£

Mecting room vental and other revenues increased o $49.1 million in 2000 from $40.6 million i 1999, an merease of §
20,95, This incroase was primartly due o the udditionst meeting space in the New Hotels,

sihon or

Diveet operating costs and oxpenses for roores increased (0 S68.2 million 1 2600 fruin S39.5 mudlion in 1999 an jnerease of rnithion,
or 14.6%. As a percentage of rooms revenue, these expenses decreased siighe L\' o 25.5% m 2000 from 25.9% i 1999, The iereased
cupense was associated with the New Hotels. These costs penerally vepresent a bigher percentage of rooms revenue i newer hotels antl

these hoicls reach sthilized occupancy fevels.

Divect operating costs and expenses for foud and beverage inereased to $98.4 mulhon i 2000 from $84.0 million in 1909, an increass
Si4 4 mithion. or 17.1%, but decreased ax a percentage of Tood and beverage revenues 0 82.1% 0 2000 from 83.0% in 1999, The doliar
incredse was due fo costs associaed with the bigher volume of sales associared with the New Huolels.

Direct operating costs and expenses for ather weye $3.7 million in both 2000 and 1999, As o percenrage of meeting roam rental and othey
rovenues, these expenses decreased 0 7.3% i 2000 from 9.1% in 1999,

istrative, sales and management scrvice expenses mereazed 1 $124.4 mithion i 2000 from ‘\'I(‘r-"i 9 mithonin 1999, an
sncrease of SPES mithon. or 18.6% Inervases in these expenses were primarily attributable 1o expenses associzted wiih the openig of
new hotzls in 1999, A large pertion of expenses associated with new hotel openings are Tixed costy i nature. As a rosult, those expenses
rise faster than revenues i the first one (0 two years of operation. As a pereentage of foiad revenues. these f‘.-.\[. Jib
L 3% B 2000 from 2827 i 1999, A

Cieneral, adimt

Repairs and maintenance expenses increased 0 S17.1 million in 2000 from $15.1 million o 1999 an inerease of $2.0 miflion or 13
but decreased as w percentage of vevenues to 3.5% compared Lo 4.1% in 1999, '

Depreciaiion and amortization increased by $7.7 million, or 16,$%. to $53.4 naillion in 2000 from $45.7 mifiion in 1999, Ax g percentase
7s i 2000 compared to 12.3% in 1999, The dobar increase was a diweoi resnht

efrord revenues, these expenses decreased shghtly w 12,
of the eereased fevel of capital expenditures for the New Howls.

217050 As g

Income frum ()pu;"-ﬂiww increzw*d o S","l 4 milli(m in _’(i‘)(\ l‘mm QQX 9 miﬂim‘ in 190‘), 40 INETeRse ul S12.5 mid hun oF

interest expense and amertization of deferred financing fees, net increused to $73.8 million in 2000 from $62.2 milfon in 1909w incraase
S11.6 million, or 1R6%0 The increase was atteibutabie o debt associated with the fimancing of the New Hotels.

~

ision for meome taxes. extraordinary item and cumulative cffect of chande in :i-;tcoumim principle was
L4 mitlion. The 1992 pesults include a 324 million gam on

Loss beipre pinority interest, pra
24 mition in 2000 compared 1o $T.O mitlion i 19499, an increased loss ot

the safe of one Hobidiy Tun e June 1999,

wlsary ten: of $0.006

Net loss for 2060 was S48 miliion. compared o SLO willion t 1999 In 1999 the Company vecoguized an exivg

@ Chan i i) ORI €

ive effect o

midion relaied o Jeburestructuring The Company s 1999 results also reflect o 505 pmilion cumuly

fpre-opening cosis,

;‘,I 1LF e e [ASEHERY UHIIONZ2
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LIQUIDITY AND CAPITAL RESOURCES

i cenaral, e Dompaiy hos Drunced s operations Gough internal casty Now, loans om Hoaaciat institutons, the st of pn!‘>iiz‘
dohtand

dheby and

JAIHEERE .um e suanee of tidast bl revenae bonds, The Company’s prnctpod gses of cashare 10 pav operaimg expeines, servies
! i) b
hivies,

(IR

A {’)vuznmc :

netadso Lad SH G amithon of markeable

mp ronidiom i cash aned cash cativalents 2 536 nuibion of nuketable seeurities at the end of 20000 Such sroounts ai
: 1! ble warking apital secgiraments of the Companoy.

o S22 mitthon of cash and equivalents

. mitlion at the ond of 2001 from $36.4 miltion w the end of 2050, an mcrease
matliion, or 0.4 7%, primariy s the resalt of o reduetion of constenction expenditures of approytate mitlio us 2001 from
million. These varmnees were parhially offset by the increase i losses m 2000

{cash provided by operaing activities incieased o

ancd aw inorcase 1 depreciaion expense of $8.8

the Com p.m\‘ mewrred ner capital expenditures of §
ot
unprovements on existing hoied propertios wnd expenditures for development of new hotels. Capital expondiiures of 83
DO e evistimng hotels. compared o 5213 million for new botel development and $322.0 aultion for evisting fie:
MR ‘;hc Congany expects capital cxpenditures t approximate 523.6 milhon,

321 miti Gapproximaiely SR mitiien of vahieh was related te e
fiseussed butows and $43.3 antiion, respectively, for 2607 and 2000, Capitad oxpendinges tvpica

s relntod issaes

arrier,

vice providers, av well asowith its msuranc

During Fiseal 2606 the Company mitated cloms against cortain of its construetion se

These clatms sesulted fron costs the
waler sk

apany incurred and exvpecied 10 inear v order o addiess mosstare reluted problems chused by
w throngh defective winsdows a1 nme of the Company’s hoted properties. In December 2001, the Company ssivated |
claims previovshy subnistied. Subsequent to the filing of the legai action. the insuranes caser touf
Compony tat e portion of itx chitas Bad boen denied. As of December 28,2001, the Company had meurred approvimataly
smted S170 million of costs 1@ cortect the nnderlving moisture problam. The Company and its legal counsel will contiue o

oS i an o o collet

vignsaasly pu

2 coflection ol tiese costss however, i the fourth quarter te Company recorded additional depreciation expense of
;:g;:r wimmely 5.1 mition o bring the fotal charse for the year w 57,6 million (which 15 the tete! estorared mmpaett o r

historieal cosic of the hotel property sesets refurbished sbsenst iy recoveries. To the extent recovenios a
oy @ cempanent of othes eome.

s million, compared with $836.7 mithon in 2000, The deerease 1 attetbutable to the Canpuuy™
re 2001 The curvent )mmon of fong-teru debt was S380 mithon at the ensd of 2001, comparad with
V3 miiiimx '-xx zhe end of 2000, ()‘ ll 2001 current § i uon o !ons_ werm \l.,l;' .3‘ amiflion is attribuable to the Hmuha inn RIS

Ap e end of 2001, wotal debt was 513

debtreduciion prograny du

(IS

! Eotw (hw i Jugd Aml 2

The Company expects 2002 (m.mi rapuiroments o he funded hy cash, cash Gow from operations and refinncing of cerain exianuny hotels,
Based upon casvent plans, the pany asticipuates that fis capitad resourses will be adequate w satisty its 2002 capital requienients fo
noial resurrme capn V) mprovement pm)m!.x The Company renwins cautiously optimistic about its performance in the frst and second
ary RevPAR & 2 awvas down 7 0% compared o Janwary 2001, vet EBITDA from hotels
it quarter yevenues wid TR
\mxtmuf-“ Fie ‘-sm;'um" is expocted to prody
fuvthey delever e Compiny in 20

ereased B.3% over the
)A ave erpectd 1o be comparable to 2001 and potentially mprove us ceonomiv reeove
‘e cash as it has historically. which will be usetd o Gund capital exponditnres. reduee debt

QuaTtiers o

NI \1'"\;

ey did not distribute or socrae any amounts in 2001 or 2000 for income taxes. Dissributions by the Company must e made

rdance with the provisiens of e Indenanes

fransactions

PEOFEINC R H

"

il ann' potentiai atfeets on the Compry i Noe i and we discuss s
sotes Lo Cutselidie 'umnviul Statenients,
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SEASONALITY

T by normally recurving seasonal paterns, For most of the JOH Hotels, demand is Bipher vy ihe st

Demared i+ afie
summer '“(mlhx March through Octobers than daring the romainder of Ih; vear Accordingly, the Companv™s ofx

BOTs &g

censonal in pature, with lower revenue, operaiing profit and cash flow in the first and fourth Quariers dac fo decresyed traved

dusing e wiater montlis,

INFLATION

The rate of irtlation as measured by changes in ibe average consumer price mdex bas not had a m aterial effect on the rovenues
ur opersting resulis of the Company during the three most recent fiscal vears.

QUANTITATIVE AND QUALITATIVE DISCLOSURE ABOUT MARKET RISK

Ciag uetiy

The Company is exposed 1o changes iy interest rates primaniv as a result of its mvesting and finar

mehudes operating cash accounts and fnvestments. with an original muturity of throe months or Jess, and coriatn balinees \1| NANTOUS
meney markel and conmon bank accomts, The financing activities of the Company are comprised of long-Acrnn fised and variable
rate debt oblizations ntilized o fund business eperations and maintuin Lquidity, The following table presents the priscipal cist
sepavinents and reluted weighted average inferest rates by matrity date for the Company's long-ferm fixed wnd varable me debt

abligations as of Decervber 28, 20401

Expected Maturity Date PN Kt : : _ Fair
{in millions) . 2002 | 2003 2004 | 2005 2006 Thereafter Total  Valuseld)

Long-Term Debt (a)
$300 miltion
First Mortgage Notes
Average interost rate (b)

e} &S 18295 |8 - |8 - $-- $ 295 $ 295
4% 8.9% 8.9% 2.9%

m(ﬁ

$90 miliion
First Mortgage Notes e } 8- |8 $ 73 S - $ - $ 79 $ &1
Average inerest rate {b} 5.8% 9.3% 9.8% % 8% §.8%

Other fixed-rate
debt obligatians $ 3% }$5 ]S 718 818 8 $ 208 £323 $313
Average interest rate {b) 8.6% 8.3% 8.3% 8.3% 3 3 o

Other vsriable-rate
"e:;tcbngatuons $ 318729 |s 4 18 1 |8 N $ 24 $ 116 §116
Average interest rate (o) 4.8% 4.8% 4.8% 4.8% 4.8% %

pS

>
oy
o
o
o

G Inciudes amounts reflected as fong-term debt due within one year,

{0 For the tong-term Tined rate debi obligations, the x\uv,hlu. average wicresi mie 15 based on e stied rate of the dobt what s
vred fipancimg costs

matuing in the vear repotted. The woighted average interest rate excludes the cieet ot the amort pation of Jdo

20 PO FAle ASsDea (W ¢ I,.m~ s i interest rales and s

aviable rate debt ebligations, the weiphted aver
K. 2001, that i3 man

exchudes the effect of the wmortization of defe

{1 T the Jong-te
variable rate of the debt as of Deccinber 2

in the year reported. The welghted avernge

seredd finanemg costs.

Fyine Gmoniiy cueept wilh

s vabuos of Jong-torm debi objigmiions approximate their respective hisiorical
S9tmilhon i

from brokors.

UNPICUE

Mortgage Notes, The fair value of the first mortzage nete bvnes i eshaied by obtriving quotes
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Report of Independent Public Accountants

TO THE STOCKHOLDERS OF JOHN Q. HAMMONS HOTELS, INC.:

have apdited the accompanying consofidated bulimes sheets of John QU Haneonps

aeof Decenber 2, 2001 and Decamber

dotela bl (.wn:‘r;u’i":; s Note T

9. 7000, and the rebaed consolidated staements ol ope PUCS IR ROy

o asd stockboidens

fod rocember December 29,

bor 3i. 19990 These Gmancial skoements are the responsibsliy of the Company's miun

sty ared cash fows for cach of the theee scal vears &

st (Our

P B e press an ophnen o hest Dinaneial scment vased on our zudits

yespoiabil

o the Vinted State . Those standards

We f'mxdw Go U et i accuniines w od s

s otditing stapdards pencratly accem
¢ plan and pericm the audin to obiam reasenable
G material misstaioment. An audit include
the Tinoncial statements. An awdit also mchides

assrance abons whether the financial statoments are itee

3

B L,\"“Htlllh,. O i fest “d\!". ey et

upporiing the mrsuats and Jisclosures m
ssesaing the accountimyg principles used and sizmiticant
vement, as well as evalvating e everstt fimancial state

s For owr apison.

e s pude h}/

IEAAEE nt presentation. We bebiove thut our audis provid < a reasonabiv

¢

in our apimoy, the consobidated Mancial statements referred w abeve present fasedy, in all mawerial vespoais, the consclidated
Piasnciad position of John Q. Hammons Hotels, inc. and Companies (Note 1y as of December 28, 2001 and December © ).
C2oG0 and e results of their operations and theis cash lows tor cach of the three iseal years ended December 28, 2601
. e
1 ..’

ccember 200 2060 and December 31, 1999 in conformity with sccounting principles genersity ¢ ¢

epresd e ihe United Stares

As discussed in Note 2¢8) o the consehdated financial statoments. cﬂbcl;vc i the first quarter of fscat 19990 the Company
changed s muthod of sccounting for costs of start-up activities, inchiding preopening oxpenses,

CIeadens Clmdbirsaa~s | { &

Cincinnati, Ohio
February 8, 2002
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Consolidated Balance Sheets

IS TNTIN ;.': LI S e Gl

Assets
Fiscal year end 2001 2000
Cash and equivalents {restricted cash of 3882 und
$715 in 2001 and 2000, respectively) (Nots 2} $ 33180 & 45554
Marketable securities {Note 2 11,016 3,617
Receivables
Trade, less atiowance for doubtful acenunts of $231 in 2001 and 2000 1071 11,606
Pending insurance claims and other (Note 2} 824 7,438
Management fees {Note 3} 148 101
Inventories 1,288 1,440
Prepaid expenses and other 3,446 2.396
Total current assets 60,673 £7,208

Property and equipment, at cost {Nates 2. § and 6}

Land and improvemsnts 61,140 78,229
Buiidings and improvements 745,271 740,618
Furniture, foduras end equipnent ) 312,079 297,946
Constraction in prograss 1,868

1,120,364  1.096,793
Lass: Accumulated depreciation and amortization (326,906) (273,535}

793,458 823,258

Deferred financing costs, franchise fees and other, net {Notes 2, 4 and 5} 27,593 30,418
Total assets $ 881724 S5 970,884

The accompanying notes 1o consolidated financial statements arg
ain integral part of these consaolidated balance sheets.
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Conso idated Balance Sheets

Liabiities aid equity e
Facdljoorend s e

774145 760,249
igutions {Note 2) 2,340 2033

Yotal liabilities 860,419 51177

Commitments and contingencies (Noie 6!
Minority interest of holders of limited partner units (Note 1 14,111 3515

Stockholders’ equity (Notes 1 and €]

Preferred Stuck, $.01 par value, 2,000,000 shares
awihorized, none eutstanding . .

Class A Common Sicek, $.07 par veiie, 40,000,000 shures authorized

al December 28, 2001 and Decumbar 29, 2000, 6,042,000 shares

issued st December 28, 2001 and December 29, 2000, and 4,782,179

and £ 710,419 shares pulstanding at December 28, 2001 and

Desember 29, 2000, respectively 60 60
Class B Common Stock, S0 par vaiue, 1,000,000 shares avthorized,

244,100 shares issued and outstanding 3 3
Paid-in capital 96,373 6,373
ined deficit, net (83,539) (40,40
Sfreasury Stock. at cost; 1,259,821 ang 1.271,581 shares sl

Decamber 28, 2001 and December 29, 2000, respectively {5,703} {5,774}
Total equity 7,194 10,242

Total liabilities and equity $ 881,724 & 90884

The accompanying

an iteral
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Consolidated Statements of Operations

AN TR I S Siene Gl

Fiscal year ended

Revenues
Rooms
Food and bsveraye
Meeting room rental and other
Tatal revenues

Operating expenses ilctes 3, & and §)

Direct operating cosis and expenses
Rooms
Food and beverege
Othar

General, adminisirative, sales
and managament service expenses

Repairs and maintenance

Deprecietion and smoriization (Note 2)
Total cperating expanses

Income from operations

Other {income) expenses

iriterest expense and amortization of defen ed financing fees, net of $1,909, 82,798
and $3,161 of interest income in 2001, 2000 and 1999, respectively {Note 2}

Gain on ssie of property and eqguipment

Loss before minority interest, provision for income taxes,

extraordinary item and cumulative effect of change in accounting principle

Minority interesi in losses of pannership {Note 1}

Loss before provision for income taxes, extraordinary item
and cumulative effect of change in accounting principle
Provision for income taxes (Note 2{1})

Loss before extraordinary item and cumulative effect of change
in accounting principle
Extraordinary item, cost of early extinguishment of debt,
ne applicable 1ax benefit iNote 5)

Loss before cumuiative effect of change in accounting principle
Cumutetive eflect of change in accounting principle,
no applicable 1ax benefit (Note 2(t)

Net loss allocable to the Company (Note 1}

Basic and diluted loss per share {Note 2{pi}
Loss hefore extraoidinary tem and cumulative effect
of change in dccounting principle
Exmraordingry item
Cumuiative effect of change in accounting principle
Loss aliovable to the Company

Weighted average shares outstanding

Thi accempanyin
an integral pert o these consolidated siatements.

2001

$ 266,353 S

2006

26759 §

1959

278 87

1o consolidated financial statements are

118,042 119,865 161,231
52,263 49,113 if) Bab
436,658 438574 371,684
68,061 68,224 59,507
94,690 98 348 54,035
3,288 316 3667
131,522 124,393 104,876
17,847 i7.065 15,054
62,174 53,367 35,669
377,582 365,163 312.813
59,076 71411 58,871
70,975 73,833 62,209
- (2,365}
(11,899) {2,422} {973}
9,044 1,738 698
(2,855) {685) {275
(150) {150 {150
(3,005) (836} 1425
(114) - {55
(3,119) {1636} {480}
e (515)

$ (319 S 535 8 {9495}
$ (059) § sy s (BN
{0.02) {0.01}
({x.08)

$ (061) $ iy & 0B
5,071,772 5348888  £037,648
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Consolidated Statements of Changes in Minority Interest and Stockholders’ Equity (1)

S i

Stockholders’ Equity
Clags A Clase B Company rstained
Commnen Common Paid-In “deficit after Traasury
Stock Steck Capital aninanization Stock Total

§ 66 N Iooswman g

(]
L)
i
Xy

N
~

feasary Stook purg oo - - - 13,007
Ioseance of Common Stoek to directors e . 49

84 50 3 R R I {2997

npany {836}
Minorily inter iz partnership {1736
Treaswy Stock purchased {7821 2870
snman Stoek 1o directors - 50 30

FARTE! EG 3 9,372 {04200 114 0,242
i 4

wimariy mt nsses of the

partng or extracedinaty

Wi G {9,464 -
bespance of Lo Moek 1o directons e e 71 7

Balance, at Docember 25, 2001 $14,111 $ 60 $§ 3  $96373 $ (83539} $(5703) $ 7,94

e perinds presented, there are no elements of other comprehensive income as defined by the Financial Accounting
Standards, No. 120, Reporting Comprehensive ncome.

The accompunying astes 1o consolidated fingncial stetements are
anintegrai pat of these consolidated statements.
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Consolidated Statements of Cash Flows

S Oaniledd;

Fiscal year ended

Cash flows from operating activities
Netloss allocable w the Company
Adjustments to reconciie netloss to sash
provided by eperating activities

Mincrity interest in losses of partnership
Depreciation, amortization and lean cost amortization
Extracrdinary iten: (Note )
Cunulative effect of change in ascounting principle (Note 2}
Gairi on sale of property and equipment
Non-cash director compensation

Changes in certain assets and liahilities
Receivables
inventories
Prepaid expenses and other
Accounts payable
Accrued expanses
Gther obligations
Net cash provided by operating activities

Cash flows from investing activities
Additions to property and equipment
Franchise fees and ather
Sale {purchase) of marketable securities
Proceeds from salas of propeity and equipment
“Net cash used in investing activities

Cash flows from financing activities

Proceeds from horrowings

Repayments of debt

Purchase of Treasury Stock

Distributions

Loan financing fees
Net cash provided by {used in) financing activities
Increase {decrease) in cash and equivelents

Cash and equivalents, heginning of period
Cash and equivalents, ¢nd - neriod

Supplemental disclosure of cash flow information

Casl paid tor interest, net of amounts capitatized

The accompanying notes to consohidated hinancial statements are
an integral part of these consolidated statements.

2001 2000 1999

$ (319 s igus & (99n)
(9,044) {1,736} {6981
64,496 55,714 47 655
114 - 55

- 51%

- {2,365}

71 50 a0
2,402 {35} 73
208 (147} {14d)
(1,050) {697; {610)
(364) {5,387) {1,264)
{2,951) {2,686} 813
307 {7,370} {1,481
51,070 36,374 41,294
(32,101) (43,498 {123,620
(158) {3,450} 15,353
{7,399) 1,365 1,553
8,500
(39,658) (45584} {100,218}
48,936 24,436 106,477
{72,636) {16572} {35,350}
{2.827) B.037)
{2,94%)

(86) {738)
{23,786) 5,037 52,416
(12,374) {8,173) 3,494
45,554 49,727 46,7233
$ 33180 S 45554 $ 497007
$ 71208 & 74507 0§ 83312
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Notes to Consoltdated Financial Statements

conschidated fnancia! sotements inclinde the sceounts af fehn QU Hammsens Hoteis,

«r:  Entity matters - i acoonipan

e and Dohn O Plmmens ook L and sebsidianies {&‘rﬁif-"\‘lix"'l'\' s Company or, as the context may reguine
Jote £, Hamuons Hotels, e ontel As of Gseal yenr end 2001 20060 and 1909% the Company bad 47047 and 435

s

Hohday b and

X

ation of which, 3¢ in 2001 36 .:( e} mn‘ o 3 anerate under the

vespottvety botels s

Eirbasey Suites wade poves, The Campany s iotels are focaed i 20 siates dioughout e Unid Staies.

prembior F994 and ad ne oportions or assets prior o ws subial public off
31994, hrmediately prios o tia in
\’n Jehi 0 Hamnons (3H; wmnhnicn. appraximately S5 mithon i cash o te Company e exct
00 shares of Class B Conmmen Stock (wbich sepresents app
N ¢ ompany contributed he ;u'spn;\:imz«l\- 26 mithon of net proceeds frem the Class A and C )
offernes w Jobn Q) Hammoens Heels L0 JQHTLP b <‘\‘Ch'n';-gc for an 2![);‘!2‘(9,‘«2“1\:91\.‘ Yo o mu,x’ p x'lnc’\h W x.i
: A0, 20000 the Cor : i

reptivinase LETHEN

The ( omprany was formed i S

PCOhass N compion shares af STG S por share on Noverba

~ryi

anaicty 72% of the voting contro of the (
s 1 Comy

<

i

Aanve Plecaintx

s A Lmnmnn Qtuck 'h\ by of general :‘.m:n-::'

s
A resti.

o+ th Company’s ¢
wd s cuthined by the partnersing ¢

the Conpuny o
units exchaneed s aquivalent w the number of shares wepurchia
the aflocation percentages changed w approsimately Z4% for the Company and approximaiely 7

eeinent

e for the Toviied pavtiery

A the o eral pariner of JOHLE the Compuny excrerses control over all decistons as set ferth in the pannersdup
emient. The aet incomie doss) wiocable fo the Company repotted in the accompanying consolidated srmiements of

operations includes the Companys approxtmate 24% shuoe in 2001 and 2870 share i 2000 and 1999 of ol FORHLE

as (losses), The approximate 76% in 2001 and 22% i 2000 aid 1999 manonty wierest atisbuiable o the por Hon

srmership not ownad by the Cempany has been reflec ::d s mmnmy ieTest 1n the accompanying cotselidaicd

carnis

finansal sternonts.

d fransactions beiween e entines and proportics have been climinated.

repificant balunces

eiment as well as caram ofher

(11)  Partnership and other matters- - A sumunary oi scivcetod previsions of the purtnership ay
maners are stmarized as toliows:

s general
toom JOHLD
it

Protay meome, Josses and distiibutions of JOMHLP will gonerally be aflocated pro rata behveen the Company
partner, wud the limited parines intevest heefieally owned by JOQF based on their respective ownership inters

Hlowever among othier things., 1o the estens the fimited partners were not otherwise commited 1o provide farther i
support and pretas Josses reported for finmeial reporting purpeses were deciad e he ot contmuing nature. the batanee
of the pretax fosses woudd be located onfy o the Company, with any subscquent pretat incomic also to be ¢ Hocaed only
te e Company unti! such Tosses had been offset. In addition, with respect to disiributions. o the event JOQILLP has
JQRLE would Bave pad sor income

meome, distribunoens are 10 e made fn an aggregate amount equal 1o the amou
pves fad it been a O Corperation during the apphicable perind. Apgregate tax distnbutions will fiesi be wllocated 1o ihe

Cempany, i applicable, with the remainder aliocated to the tmited pariners, Thore seere po distributions for faxes for the

al vears ended 2001, 2000 and (999,

53 the ovent pr(wCuh h piv the eriginal iwenty hotel CTHES {01 3 siaterahy which
secure the §300 million Fivst M ortoge Noies {1994 notesy (Nute 31 are sufficiont 1o satsty amounts dug on the 1994
JOM and Hammous, Ine. (o vere o pastners at the time the 19494 notes were securad) tod 1o
contribuie ap o 135 million and $15 miftion, respecively, (o sansy amounts due, (Fany. In the event ;ux-wa,‘ds from the
sale of the orizinal eiphit hatel propertics Cor applicable r
Notes (1993 potes) (Note 3) are inseficiont o satisfy amounts (luk ott the F9O5 potes, KT s obh
S5 milkon (o satisfy amounts due, 5 anys i addiion, with respect fo e orizinad cleven hoiet properiies contributed by
g, JOH s obligated w contribute up 1o 856 rmilion i the event provecds from

=3

plicable replacement ¢

NG,

are severaliv obli

fan First Mot

acement collateraty \?n.h seutne e

cated o contibute wp o

e sale of these hmc: proprertes (or n;s; wanl collneraly ave insnlificient o sabsiv ot dae on the then

¢ indebtodness rclulci, i th(,:-«: properies,

otsiantding ot
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Notes to Consoltdated Financial Statements

SN i,

sption of liuited pariier imierests:

subject to certain lnm!z’mm'!s?, the fmited paviners of FOULE bave the right o require redemption of their Hmited partog
at any time sub ';m'-n: to Nevembar 1995, Upon redempiion, the Bmited partoers receive. at the sele discration

he Company. one share of it Class A Conmmon Stock tor cach Bmited parter wnit tendered or the then cash

equivalent therenf

LT IRCIESE

L pon he tssuance by (he Company of addiional shares of ity Commmon Stock, inchudin

its stock options (Nowe ), the (’sm.lpzmv witf be reguised 1o o

o shares 1ssued RIS "l exereive of

wribiute o JQULT e net proceed
he reguired to issue additionad zeneral parter units to the Company faan squivadent muaber w the addiss
Common Siock tszued,

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

ti)

w)

()

v matuty

Cash and equivalents- - Cash and cquivalents include operaiing cash secounts and ipvesunents, with an or
wi mree months or fess, and cortain badances of various money market and commen bank aecounts.

Restricted cash consists of cenain funds maintaimed in escrow for property taxes and certain ether obligations,

al papcr andd gOVermnent apency

Marketable securities-—-Marketable seceritios consist of avatlable-for-sale commere
obbigations which maiure or will be avisiable for use in operations in 2002, These securitios are valued at current
mwrket value which approvimates cost. Realized gains and losses i 2001 2000 and 1999, dcicrmincd using the

specitic idenufication methed, were neminal.

Pending insurance claims-——-During {iscal 2000, the Company inttiated clums against certain of its construciion
rier 1o recover repair cosis related 1o meisture related problems ar certain of 1ts howels,
awng pending with isurance carner

coniractors and its msurance ¢
At Decemtber 29, 2000, $1.7 miliion of these capital expenditutes were classified as ¢l
and $2.6 million of these capital expenditures were classilled as deferred costs as claims to be fited wath insurance carnjer

as manasement and its outside counsel were of the opinion that 1t was remaote that these amounts would not be realized In
smibier 2001, the Compauy initiated legal action 10 colleet the olaims submitted 1o the msurance carrer $he insarance
carner subsequently notified the Company that a portion of its claims had been denied, while others are pending review
and wltimate reselution. Accerdingly, at December 28, 2001, the Company has reflected the $8.4 mitlion of capital
eapenditures to date as property additions and has recorded additionsl depreciation expense of S7.6 wullion to fully
reserve the net historieal cost of all damaged property. The Company estimates an addional $3.6 wittion of capital
expenditures will be necessary o complete repatr of the moisture 1elated damage. The Company and it Jegal counsel
will continue to vigorousiy pursue collection of these costs and. 10 the extent recoveries are reaiized. they will be

vecnrded as othar incomae.

Allowance for doubtful accounts---The following summarises activity in the allowance for doubt{ul accoants on frade
accounts recetvable:

] Additions.
‘Balance, -~ .charged to Balance,
‘beginning costs and end of
of period: expenses - Deductions period
Year ended, December 28, 2001 $231 $664 $ (664} $ 231
Year ended, December 29, 2000 226 558 {553} 231
Year ended, DS“'-mber 31, 1999 206 272 {252} 226

Inventories - inventories consisi of food and beverage fems. These iems are stazed at the fewer of costas defermined
by the fist-in, Nrstout vatuation neethod or market,

we of the Broted

Deferred financing costs, franchise fees and other - Franchise fees paid (o the respective frunchis
prapertics are amortized on @ straight-line bosis over 1o te 20 vears which approximates the wrms ol the respective

agreements, Cosis o obtating financing are capitudized and amortized over the respective e of the debt
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Aapin o

e cinipo alorred Vs ine costs, franchive oo and othor sre smmmarized as felows
H &

Fiscal year end 2001 2000

$ 21,650
5,186
anagemant conteact costs anit other (Nots 3lep 1,942
- Accumulated amortization {16,439)
12,338

14,171

Pending msuiance claims (Note 2

Restricted cash deposits, interest bearing, related to sales of hotels

and a companent of replacemant coltatoral for 1994 and

1985 First Morigage Notes 166 160
Diher, net 317 328

$27583 S36416

(¢ Property and equipment - "roperty and equipmient are stated at cost Oneluding inferest. real estate taxes and cerfain
ooy costs ineurred during develapmens and construction) less accumulated deprecation and smortization. Buildings
and jnproy serted using the sinmeht-hing taethod while all other propesty is depreciated vsing both

wline and aecelorated methods, The cstimated usetul lives of the assets are summarizaed as follows:

sents are dot

Lives in years
Larsed improvemes 5-25
MNeow huildings and improvements 1040
Purchased buiidings 25
Furnitire, fixtures and equipment 3-10

sslruetion 1n progre
Cconstruchen in progress at Decembs

e hudos refurbishment costs of certain hotel developiments at Decersber 28, 2001, Thore was no
Y
NAUTN

The Company pariodically reviews the carrying value of these assets and other tos
recopnized when the expecied undiscowned future cash flows are Joss than the cartying amount of the asset. Based

et tecent anadyais, the Company belioves no impairments existed at December 28, 2001

Aived assers and spairicnt fosses e

Interest eosts. construction overhead and certain other carrving costs are capitaiized during the period hotel propedies are
y construction. Interest costs capitalized were $0, $304 and $6.720 for the fiseal vears ended 2601, 2060 and ,‘V‘)“.
vespectively, Conts meurred for prospoctive hotel projects wlimately abandonaed are charecd 10 operations in ihe period
such plans arc finalized. Costs of sigmlicant improvements are capitalized. while costs of pormal oo
maintenance are charged 1o expense as incured.

1
[R130%E

¢ tepnirs and

1..;1!1'\1 fur the |-:m.,uum£, lhn g u;, y
3 leases (Neie 20 Reot expense for Ll” Lm(i feos
eaded 20T, 2000 and 1999, weapeatnely,

ssowas B 15 1 \l 1‘ 9 \, [§68 fm the IN il %

LA

- Company s initial espemditures for the purchase of china, plassware, alverware, Jinens and
stires and equipment and amortized on a staight-lme basis over o three do e

vear e, Costs for replacenient of these steme ore chareed W aperations e the perniod the items are placed i SOV,

i} Par operating equipment
urdform ate captialized into furmiure,

if} Advenising The Company expenses the cost of advorising A\:i(wrnl‘cd with o
cxperne fop 2001 2600 and 19949 was approsimately S32.809, 831815 and 3

sating hosels as jucurred. Sabverty
34 respectively.

Pensions and other benefits- - 1l Company contractually provides retirerent benefits fov certain upion enmiployees ar tvo of
crties under o wion-snensored defined benetiy plan and a defined cor

ons 1o thase

fribution plin, Contit

o
FARS S

i

plans Drscdd apos the presisotis of e respoctive wien cobtacts, approxumiatesd $99, 886 and 877 o the Tise al vears cndod

DRGSO and PHOS et
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s s, facey

1)

i Revenue recognition - ‘{'he Company recugnizas revenues from jts vooms, catering and restaurant il

/. Lopens
Nl G

The Company maini
The Compuny s matching contributions are funded cuvrently. The costs of the mutching pro
chareed to incorme were approxinuaiely S047. 8506 and 5258 0 2001, 2000 und 1999 wesped:

offer ay athet post-emploviment ¢F postresirement benefiis o its emplovees,

pany does not

eiy. The

Self-insurance - The Company was seif-insured tor general Habiliy and worker:™ compersation clanns fat cocurred
spechvely. The Company became self-inswred for medical coverage

prior ta Noversuber 7999 and Geteher 1998
s related o these self-insurance programs are aceruad based on krown clatns and

sHlective January 1999, Psiimated cost
es i, among others, unasserted elaime ol costa cham

profocted settements of unasserted claims. Subseqient ©
as weli as changes in actual experience. conld capse these estimates to change. Sce Note 3oy for additionat

freguency,

HSHIUNCE O WOTAEL,

WAS Togured ;"f;’ RIS EBIR R

cement with @ bagk. v

The Company has an S804 irrevocable stand-by letier of eredit ay

carvier for the Company s self-msurance pregrams. The leter of evediv expites in Oclober

»
7

P 20061 2000 and 199% s summarized as felows

Income taxes - [he Company s provision for income wxes for fisc

2001 2000 1999

&9
—
fo2]
=

Currently payahle $ 150 3 150
Deterved o
Provision for incume taxes $ 150 $ 150 SRR

A reconciliation between the statutory federal income tax tate and the effective tax rate 1 summarized as foliows:

L2000 2000 1999
Amount . Rate  Amount = Rate. - Amount  Rate

Benefit for income taxes at the
federal statutory rate $(971) 34% $(233) 34% S {94) 34%
Tax provision allocable
i general partner mn (34) 233 {34} 94
Provision for state franchise taxes 150 (5} 150 {22 150
Provision for income taxes $150 {5)% $ 150 1221% $ 150

At Decerbey 28, 2001 and Decamber 29, 2000, the net deferred fax Hability consisted of the {eilowing:

; % . ‘2001 2060

Deferred tax assets:
Estimated allocated tax basis in excess of the Company's proportionate
siare of the book value of JAHLP'S net assets $3,499 54,3203
Deferred tax liabilities (1) {1)
3,498 4,302
Valuation allowance (3,499) {4,303
Net deferred tax liahility $ (1) § i

The realization of the estineded deferred x asset restdting from osiimafod tay basis in excess of the Compaiy’s
i xabie meeme

proportionate share of the hook valoe of JOHLPS net assews s dependent upon, among others. prospedtis

abfocated 1o the Company, dispostiion of the hoted propertios subsequent to the end of a pronerty ™ respoecinve doprev
tax Jife and the timisg of subsequent conversions, (7 any. of limited partnersship units i JQNLY futo Corpmon St
i RUNLLS

Ay, Accordingly. a vaiuation allowance has been recorded in un amount equad te the st
wix 1oy financia! reporting and X purmposes. A

able

the Compa
ocigted with the differences between the Companys be

Atmants

assed o

1o the valuation allowunce, #any. will be recorded 18 the periods in which 11s detenmined the assar o 1
3 i

utr the

Chose of hustess cach dax
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iisec il ] g

ni Use of estimates -1
1iien Stk

cot thwe w'pz-:'wr! amoants of auseis and hadad

e date of e Danesd setements and the repored amotsnts of roventes wnd oxprenses during i reporing pasiod. Acisd

resiais costia difler Bromy dhose esimates,

Do 2 ad P0G

iy Fiscal year 1he Company’s Dscal yonisnds on the Friday petrost Beeernber 31 swhich imnchudz

Tnancial statements e stmreiized as follows:

The perjods ended i the accompanying consolidate:

Year . Fiscal year end

2001 December 28, 2001
2000 [lecember 29, 2000
1494 December 311943

{» Earnings (Loss) per share 3asic camnings (Joss) por share is somputed by dividing nct sneeme floxs) by the weiphted
s o sumber of cemmon shares outstanding during the vear, nluted carmings (oss) per s

Lasic oxeept the denominator is increased © include the number of additional cormmon shares th
il poientatly ditative common

e

e i comipuied sirnilar te

aiwould have been

ares had been ssued.

outstanding

GO N {

2000 ang 14

i ontions were aot included e computanon of diluted carmings per spare since llxc opions would be antidiluine
i i |

and certan ol the oprons” exereise price:

sy ) .,
ESCUE YU O

Chations to purehase shares of Common Siock were oatstacdinge during

cwere greater than the averiage market price of the commmen shares,

hare wiw

Sinee there are no dilntve securities, baste ind diluted caraings {oss) per dentical, thax a reconciiation of the

tarcralor aml d

OMIARLOT s 1ot ROCLHmTY.
f

(i Segments - [he Company aperates in one reportible seement. hospitalivy SCEVICOS,

(i1 Reclassifications - cviain prior years” smeunts have b\ en reclasstiiod to confornm with the 2001 presentaticn,

<) Derivative financial instruments - (o the fourth quarter of fiscal 2000, die Company adopted the Statement o Fina
Aceounting Standurds Moo 132, Aceounting for Derivarive Instra i and Hedging Activities { SFAS No, 1330 which
: ampanics o recopnize all dervarives ay oither useis or Habibitd '

1 the siatomn of fu
mcasure those instrunients at e vadae. Adoption of s standard did not have a material impact on s reposied Iv anciad
pusiton, results of aperations. cash flows or related disclosures. Sue addinonat disclosures i N 7,

WO

11 Accounting pronouncements---in April 1998, the American Institute of Cernifiod Tublic Accauntants
of Position 98-5. “Reporiing on the Cests of Star-Up Activitios™ (30P 9855, which requives vosts of s
wichiding preopening expenses, to be expensed as incured. Prioy o Inouary 1, 1999, the Corpany’s praclice wis
these expenses until a hotel had commenced operations. at which time the costs. other than sdverni soats which we
expensed upon opening, were mportized over @ one-yeut period. The Cempany adopted the provisions of thrs strenient in
the ):m guavier of Dscal 1999 and. as a resalt, cumaolative snamortized preopering costs of 5509 ware ol
et of $1.3060 of minority interest, Preopening expenses in 1999 approximated S04 and are

d e eapee

jHS

chuded in g

Advinistrative, sales and management service expelises n the sccompanying consolidaied statemuents of oprations,

wobne 2000, the TA
; inS T which adidross
be avecounted for m fnancial statormen

wards Staemem No. 142, “Goodwill and Other 1o taneible

le assets that are acquired hnlividuallv, or with a group of othor asseis, honkd

sed Financial Aceounting Sy
s how aintat

roupon thelr acgrisition. This sfatemoent aiso addresses how goodwit] tnd oibar
mzad i the
ious of this shatement ave required 1o be applied startng with fiseal vears b ]

i

Htanpible assots should be :ux:(‘ml‘,iud for siter they have beon ity voec erments b

smbor B850 0061

The Company does nat anticipate the adoption of this siriement o bave a signifiant mpaet o ifs conscligaed

Srrancial position. resalis of operations, cash flows o related disclosures,

i Cetobier 2001 the Fimmehd Accoutting Standards Board isaued Stafernen Noo B CAceounting (o the Fmpatman

or Disnosal of Long-Lived Adsels” This stement addresses {oneial mmmmsw for i ,mp.mmc\ ot divgunab of

assets and reguives that one accounting meded be weed for fong

he adopied fon the Giscal years beginning atter Docember 15, 2001 Ax suc h xhc SOy i 1ol lm;«nm‘ s

ab vear 2002, Management does nut helicve that the adopion o' i i imiertad

sterndard unti e | s standard et hay

AL I H

he Pmancial poasition of the Company,
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3. RELATED PARTY TRANSACTIONS

(b

c.

1)

(e

Hotel management fees ---in addition *o manugi
Pinancial strtanents, the Company provides .\‘imlluz services for orher hmt'c.

which included 9. 6 and 3 nmrmv osai December 28, 2601, December 29, 2000 and 'l“)c::cs’n}'»cr KA

A manacement [ee of spproxiiaaely 2 te 5% of gross revenues (as delinedd is nd o the Company |
ISTETE

which agereaated approximaicly SUESA, 1245 and S84 o the Tiscal yoars eaded 2001, 2000 .nu.! PO respetivedy,

Accounting and administrative services- - i hic hiotels huve contracted for accounting and viber adiinisiatve services
with Winegardner & Hammuons, joo oW a company lLLlI\.d h‘. conurion owhictshin, I‘xh R !

charges \:,\‘--cnwd by the hote! propartics, included tadmi
S1.440 tor the

aded, 2001, 2000 and 1999, us;mcinx'u}},'.

il yaoars ¢

through June

{or the durarion oi the ¢

Insurance coverage—- i \u,‘pm pent the Company's seH-insurance programs, umbrella, property. auto, comn

ssation awrd, commencing o 1909 madica isurance is provided to the ool properties under

Hinhihiy, sworkors comp
Blanket commercial policies purchased by the Company or WHL covering hotel properties ewned Phy JQHLE, JOH or
managed by WHIL Generally, premiams allocated to cach hetel property are bused upon factore simitar (o those used by
sparegate group policy pr_mlum Insurance expense Tor te properties inchded
341, 83,57 % and $1,08R for the fiscal vears ended 2001, 2000 and 1994,
1e Company reahized cnminued favoral:ie trends i IRSmance expense

the tnsurance providor to compute the ¢
in operating expenses was approvimaicly
respeciively. Dyring fiscal 2006 and 1999, ¢

as a vesudt of claims expericnce. vate improvements and favorable buyouts of several prior self-tosured vears.

"

4

Allocation of common costs - The Company and JOHLP incur cortain hiotel management expenses incidental o

the operations of all heiels beneficiaily owned or controdled by JQH. These costs pmmpaﬂx tctude the comypensation
and retated benefits of cortain senior howel executives. Commencing in May of 1993, these costs wore aliocated by the

Company to botels not included 1n the accompanying consoliduted statements, based on hL respective number of rooms
of ail hotels owned or congretied by JOHL These costs approximaied S184 and $132 for the fiscal years ended 2001,
2000 and 1999, respectively. Management considers these allecations 1o be reasonable.

Transactions with stockholders and directors - - Adyances to FOH a5 of December 28, 2001 approvimaiud $558 shich
were tepaid subseqguient to vear end. There were no advances o JQH as of December 29, 2000,

During 2000, the Company’s Board of Directors authorized the Coampany e enter intu a five-vear managemaent contract
with JOH wherehy the Company would pay a niaximum 12:% of the total development costs of JQH personally
developed hotels for the opportunilv to manage the hotels upon opening a wd the right 1o purchase the hotels o the
cvent they are offercd for sale. During fiscal 2001 and 2060, the Company paid $487 and SLASS, respectivety. of
o rontract
he hotel managemant

additional costs in accordance with the management contract, These costs will be amorti
period. Amartization for these cosis will commanee upon the opening of the respeetive hotels,
fee received by the Company from these hotels is discussed in Note 3ra) above,

During 20071 and 2000, fohn Q. Hammons personally paid $128 and $49, 1 vely. to cerlain emplovees pursuan

1o the agrecments.

Summary of related party expenses - The following sumimarizes expenses weperied as a result of activities with
velated parties

Fiscal year ending ' ‘ 2001 2000 1999

administrative, sales and

Expenses included within genes
reanagement Service expenses

Accounting and administrative $ 1,574 $ 1.577 § 1,440
Rental expenses (Note 8) 937 830 787
$ 2511 S 2,487 5 7207

Aliscated insurance expense from the povied coverage
s opitating categories

(2]

Insurance other than medicg $ 7,341 2576 $ 1,084
i

Madical, net of employss payments $ 4,105 § 2404 &3, 167
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4. FRANCHISE AGREEMENTS

oot December D

s inciuded i e soooms
fcts mll’ \‘.mwn.xl tenied ohininy mdx i

ey 'md December 2y, 2000042 of the A7 oporating hotel props

ANV
HERATIN

o ntnder

s cach hotod 1o rem

B \‘m«\ shicors hunee 1 mdnw HITHS

cnyerhidate ¢

1
1

these conteis wore il

roservition and manmtonanee fees o the

S of gross room revenues. s defined. The amoin oF expense relaiad o ihese fu s

As part of the anchuse agreements, cach hotel slso pavs additional adveris
-

franchisor which vange from 17410 3

mciuded w the comobidated watements of opesations ax a component of sales expense was approximatcly $8.97
and 87,720 for the Giscsd yours ended 2007 2000 mad 1999 respoctivedy

S. LONG-TERM DEBT

The componens of long- i debt are summarized as follows:
Fiscal year end . : 2001 2000

1934 Firsi Mortgage MNotes, interest at 8.875%, intaress only payable

February 1h and A xqu:,i 15, principal due Fehreuary 15, 2004, secured by

a first mortyage lien on the original 20 hote! propertes (or applicabie

replacament colizteral) and additional capital contributions of up

150 mittion by J0H ang an entity under his control. {Note b} $ 294775 $ 300,000
1545 First Mortgage Notes, interest at 8.78%, wterest only payable Aprii 1 .

shd October 1, principal due October 1, 2009, secured by a first mortgags

Hen on the origingl six hotel properties {or spplicable replacement coltateral),

a second mertgage lien on e onginal two hote! properties and additional

apital contributions of up tn 845 mitlion by JGH. (Note b)) 79,293 40,000

Davetopment bonds, nterest rates 21 7.125%, peyalble in scheduled

wstaliments threugh Acgust 2015, certain of the shhgations are subject o

optional accslsration by e hondholders, secured by certain howel frailines,

fixtures and an assigriment of rents, 12,881 5,439

Mortgage uotes pavaile 16 banks, instrance companies and a state ratirement

pian, fixed rates ranging from 7.5% o 9.5% payable in scheduled instailments

lhrough Aprit 2027, secured by certain hotel facilities, fixtures and an assigament

of rents, with certain instruments subject to cross-collateralization provisions and,

with respect o approximately 8260,909 and 3285706 for 2001 and 2000, respectively,

ol mortyage notes, a personal guarantee of JAH. 303,237 308,783
Mortgage notes pavabic o banks, variable interest rates at LIBOR plus 2.28%

0 prime plus §.50% payabie in seneduled installments through February 2008,

with @ cerigin mstrurent sabject to a ceiling and a Hoor, also with & certain

instrumend subjeet o an interest rate swap agreement (Note 73, secured by

certain hetel foilitios, fixtures and an assigmment of rents, and with respect

o approximately $115,874 sad $117,164 Yor 2001 and 2000, respectively,

ab mortgegs notes, » personal yuarantes of JOH. 115,874 117,370

(ther notes payeble, intorgst o 3,125%, payable in schedoied installments
through Marceh 2002, secured by certain hoiel improvements, furniture,

fixiures and related enqupnent, 6,947 705
813,007 436,70
Less: Current portion (38,862) {56,056

$ 774,185 & 70803,449
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HA el o

ol arong atfiors,
incd e make distribuiions, incur debt and issuo
sCrests, engl i : Jers or aflihaies, mour certarn liens, cpgage nme
consolidations and requires certain isorest coverage rabios, as defined. In addition, ceriain of the other credit agreemems
inchide subjective acceleration clanses. and Hmit among others, the incurrence of certain fivns and additional indeh
s achicvement of maintenance of corain fnznciat covenants. The 1994 and 1995 First Mortg

sotes Incinde certatn covenants wiy

The fndenture agres ‘m‘cntx veliting to the (994 and 1993 Firs

sweteried i ‘UL\

it

ftes and
pations include scheduled prepayment penalties in the event the obligations are pard prior to their scheduled maturity

reguire

othor o

ferm debtm 2001 2000 and 1990,

narely $4740 S0 and 8200, respoctively. i

The Company paid or refinanced approximucly $63.26%, 82701 and $28.000 of fong-
vespectively. [ conneetion with these transactions, the Company icurred approxi
chirges reluted 1o the carly exungioshent of debt of which $1 14, S0 and 855, respectively. s allocable to the C
the resmatning charges applied o the minority Interest. The Company s debt extinguisfument charjes have been reflecied s the
avcompanving consolidated starements of operations as extraordinary items.

DT

i

Scheduled mataritios of Tong-term debt as of Decembaor 280 2001 are summarized as follows:

Fiscal year ending ) Amount
2002 $ 28,862
2003 84,852
2004 349,584
2005 ‘ £7,879
2006 18,775
Thereafter 223,050

$813.007

6. COMMITMENTS AND CONTINGENCIES

fay Operating leases - The Lol properties lease certaim cquipment and Jand from uprelated parties under various lease
arrangements. Tn addition, the Company leases certain parking spaces at one hotel for the use of 113 patrons and s bitled
_ by the fessor based on actual usage. Rent expense for these non-related party Jeases was approximately 3,114, 53,511
and $3,330 tor the fiscal yvears ended 2001, 2006 and 1999, respectively, winck has been inciuded in gencral.
administrative, sales and Managoment Servic? expenses.

The Company opermes twe trade centers Tocated in Joplin, Missouri, and Postland, Oregon. Both of the facilities in which
these trade centers operate are owned by JQH. The lease agreement for the Jopiin trade ceuter stipulates uowinal rentals
for cach of the fiscal vears ended 2001, 2000 and 1999, and for cach ensuing vear through 2014, The kease s greoment for
the Portland faciliiv extends throueh 2004 and requires mininnem annual rents of $300 to JGH. In additon, the Compuny
leases office space in Springficid. Missowr, from a partacrship {of which JOH is partner). Anoual payments for 2001 were
approximately $247 heginning January 1, 2002, The Company extended the leases for the home off
December 1. 2004, for approximuately $230 per vear, The Company bas also entered info Jand leases with 1O for thyee
operating hotel properties. Suhject to the Company exercising purchase options provided under these agresments, these
teases extend through 2008, 2036 and 2045, tespectively. and reguire aggregate mintmum annual p vmun:, at
approximately $3900 Kent expense Tor these related party Jeases was approsisnately $937. $890 and 5787 for the

fiscal sears onded 2000 and 19949, respectively

e for 4 term expuing

The minimum anntal rental commitments for noncancelable operuting leases at December 28, 2604 are as Tolows:

Fiscal year ending JaH Other Total
2002 § 443 3 1679 § LER
2003 943 98 1911
2004 948 734 1,682
2005 398 605 1,000
2006 345 445 896
Thereafier 9,945 38,321 48,280

$ 13,569 § 42302 § 48,31




Consolidated Financial Statements' | 2001 JQH

Notes to Consohdated Financial Statements

T T T A TN N SR 20N

any plins o

‘b1 Hotel development ¢ uricutly. the Cormpany sfoes ot have any hotehb ander consiraction nor does 1t i

SEAFE GO B,

w5 Stock repurchase (i Deconibor B P9US, Iln' l;(‘ml ol Dipeciors authorized the Comp
e omsnding ﬂm-l' ai onariel prices durt al 1999, O Novembor 2 (999 e

ase up 1 88
o anthorised thic
N NoCk

U3 of the wial

sourd of bh

 of the cutsianding stock at market proces duy
any Wi \l])v,'h‘u"\‘\\l for ,)(’ul Ax Drecember 280 2007 the Company has repychased 55

SR
anthaori,edd

sgrchascd, net of rerssuances of stock.

1 Lepal matters -~ The Company is parly 1o various legal procecidings avising from s consohidived eperatie
( R 5 ) k

Cihe Congmy believes thatthe onteome of these procecdings, individually and in the agaregaie, will fne o
s effoer on the Company's consolidated Gnancial position, resulis of operations or cas

7. FINANCIAL INSTRUMENTS WITH OFF-BALANCE SHEET RISK

vy

G0, the Compuany has entered 1L a0 teIest rte swap agreement i order to manage 1t interest raie tisk on g

v Hlowsy,

During

fong-terny bank beprowing approximatng
wies o 527065 This potional amount §

7603 discussed i Note 5, The itial notional amiouns under the swap agie

sheduled to decline over the Tile of the swap agrecmen consistent with the
seheduied matarities of fongaerm debt The swap .lg:oum‘m is scheduled o oxpive m October 2003 concurrent w

of debt The nonwonal amoant of this age
pet the gpreement) o, The float ins'czrc‘;i e

plus 225704 (_a.»l',’a,- at Dm, 2001}
8. FAIR VALUE OF FINANCIAL INSTRUMENTS

ri debt approximate their wespective pstorical carving
¢ Notes for wihich the cate 1air marked value ws ap

AN

uringy
S10 at December 28, 20071, The fiked mterest rate ceempany pay rawj

Ciiehil Wias

the agreement {catpany reeeive rates is o variable raie ted o LHIOR

N

{ e fair vidues of markelable scouritios and fong
with respict o the 1994 and 1995 First Morty

Doy exeept
D axiiaiely

§376.000 and $333.000 a1 December 28, 2001 and December 29, 2006, respectively. The far vadue of the Fust
Mo Nores fsatid i esiiraiod by obiaiing quotes from brokers.

9. STOCK OPTIONS

oncurrent with the saje nt'vqu 1y socorities i Nevember 1994, the Company adopled @ siock option plan for its crplayes,

They : co of up te 2,416,800 shares of Class A Commoen Stack. In 1998, aprions wore gransed under the
provisions of the 1994 stock opuien plan at fair nurket value as el the dte of the grant «8
and 4
SPHORS WORe ¢

SEM weighted ave

at atthore

38 weighted average pi :
ratiy exerersable over periods ot exceeding ©n years and vested over a four year period. in 2001 and ~H0, addivonad
: Cthe provisions of the 1994 srock opgon plan at faie marker value as of the Jawe of the crant {5548 and
shave. respectively), and ave generally exercisable over periods net exceeding tes yeuws and
e peried. tSee Note Tb) Additanal General Partner Interest

vested over s o
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A swunary of the changoes in optons outstanding during 2001 2006 and 1999 i as Tollows:

Oustanding at January 1, 1999
Granted
Exercised
Expired

Ourstanding at December 31, 1999
Granted
Exercised
Expired

Quistanding at December 24, 2000
Granted
Exercised
Expired

Outstanding at December 28, 2001
Exercisable at December 28, 2001

The Company ac

recegnized. in accordance with Financial Accommting Standards Board Statement No. 123, {SFAS No. 1231 "Accounnng
for Stock-Bused Compensation”™, the Company 15 requized, at & minimun Lo repott pro forma disciosures of exponse i

Number of shares

1,064,500

{118,600

Weighted average price per share

n o n
S /.OU

951,500
446,500

{186.800i

1,611,200
160,000

{121,700)

1,649,500

$ 5.99

714,875

$ 6.62

sounts for this option plan under APR Opinion No, 25, under which no compensation cost has been

y oA

o

stock-hased awvards based on their fair values. Had componsaiion cost been determined consisient with SFAS Ne. 123,

e

the Company's nei foss and dileted Joss per share for the vears ended December 28, 2001, December 29 2008 and

December 31, 1999 would have been as follows:

Fiscal year ending

Net loss
As reported
Pro torma

Basic and diluted loss per share
As reported
Pro torma

2001 2000 1699

${3,119) $ (836)
(3,392) {1,099 i1,214)

$ (0.61) 3 {0.18) § {0.18}
(0.67) {6.21 {0.20}

{i wccerdance with the provisions of Statement 123 1o estimating the pro formia amonnts, the faivvajue mnethod o Caccounting

was tiob apphied o options aranted prioy e January 11995,

The fair value of cach option grant was estimated on the date of grant

foHewing assumprions:

Fiscal year ending

Dividend yield
expectud volatitty
Risk-frec interestrate

Expected fives

/

txing the Black-Scholes option-pricing wedel with tie

2001 2060 1999

0% %
36.70% 38.45%
473% 8.25%
15years 7 5years

7hyears

Phe opticns eranted 3 2001, 2600 and 199 under the 1994 plan w emplovees Bave o waoighwed average cuarelse prjee of §5.48

3%, respoctiveiv. o weighied

aversze conbuciuad e of B3 veurs ot Decenid

-
€]
i

4

TRITLLSIUE and 8289 per ontion, tespeatiyeiy, sted e an
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10. SUBSEQUENT EVENT

Subsequent o December 25, 2007, the Company has agreed o puchase approxaaicly 12,800 goneran pavtnes aietis fiem
FONT vt the proceeds 1

Sssnanee of he Company’s Common Stouk o e Bomed of Prrcctors The nunl

purmey

e B parchieed avaiont o the pumber of shares ssued as ontined by the partnorship agreemoent,

weits by perchased i Disend 20610 the eficet woudd pot have had a materind impact on the net o

11. QUARTERLY FINANCIAL DATA (UNAUDITED)

Quarters First Second Third Fourth

2001
Total revenues $115,309 $116,950 $100,255 $104,144
hcoms {rom aperations 19,485 20,884 9,367 9,340
Nelincome {lossi alleoable to the Company 267 650 (2,108} (1,928)
Rasic earnings Hoss) per share 0.05 0.13 (0.42) (0.38)
Dituted garnings {loss) per share 0.05 0.12 {0.42) (0.38)
Busic waighted average shares 5,064,564 5,070,073 5,076,174 5,076,279
Diiuted weightad average shares 5,129,418 5,284,969 5,076,174 5,076,279

2000

Total revenues 104,124 $ 1314498 $108,523 $109.429
fncoms {rom operations 15413 22125 16,918 16,8957
Netincome foss) allocabls to the Lompany (758} 246 {511 {415}
Basic and diluted earnings {loss! per share {0.14) 0.18 {0.10) {108}
Rasie and diluted waighted average shares 5,525,760 5,459 746 5,271,002 5,143,400




2001

John Q. Hammons Hotels, Inc. Portfolio

Embassy Suites Sheraton
Charleston, West Virginia Sioux Falls, Soeth Dakow®
Colombia, South Carcling Radisson
Daalas (DFW Nerthy, Texas Corgd Sprines, Fi
Des Moines, lowa Dz\\"enp::rl. Towa
Greenshoro, North Carolina Houston {Heabby Airport s, Texas

Greenville, South Caroling

Ransas City toiernatienal Airport). Missoor
Linvoln, Nebraska®

fmtle Rock, Arkansas

Marriott
Madison, Wisconsin
Tuesei Anzona

NMonigumery, Akibama Crowne Plaza
Norih Charlest on, South Caroling Albug sergue, Now Mexico
Omaba, Nebras Holiday Inn
fariland IO T Yrcuan )
oriland _(/\np\.. .:Uu._ﬁ_o\.l ‘ Bakersfield, California fHoeliday mn Seleety
Raleieh Durlam, North Caroling Beaumont, Texas
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Albuguerque Embassy Suites Year 1 Year 2 Year 3 Year 4 Year 5
8/30/02 13:52
# Rooms 261 261 261 261 261
Rooms Available 95,265 95,265 95,265 95,265 95,265
Rooms Occupied 66.686 67,638 6&543 70,496 70,496
Occupancy 70.0% 71.0% 73.0% 74.0% 74.0%
Average Room Rate $127.00 $133.35 $140.02 $144.92 $149.99
Gross Revenue 11,198,988 11,885,557 12,787,303 13,416,236 13,885,804
ROOMS DEPARTMENT
Rooms Revenue 8.469,059 100.0% 9,019,547 100.0% 9,737,300 100.0% 10,216,162 100.0% 10,573,727 100.0%
Rooms Expense: Labor Cost 1,609,121  19.0% 1,533,323 17.0% 1557968 16.0% 1,634,586 16.0% 1,691,796 16.0%
Other 762,215  9.0% 766,662 8.5% 808,196 8.3% 766,212  7.5% 793,030 7.5%
Total Expenses 2,371,336 28.0% 2,299,985 255% 2,366,164 24.3% 2,400,798 23.5% 2,484,826 23.5%
Rooms Other Income 33,343 35,172 37,553 39,478 40,860
Rooms Profit 6,131,065 724% 6,754,735 74.9% 7408690 76.1% 7,854,842 76.9% 8,129,761 76.9%
TELEPHONE DEPT
Revenue 187,386 100.0% 196,715 100.0% 209,336 100.0% 219,630 100.0% 227,317 100.0%
Cost 97,441 52.0% 98,358 50.0% 94,201 45.0% 87,852 40.0% 90,927 40.0%
Telephone Profit 89945 48.0% 98,358 50.0% 115,135 55.0% 131,778  60.0% 136,390 60.0%
FOOD & BEVERAGE DEPT
Food Revenue 1,625,000 100.0% 1,705,802 100.0% 1,815,344 100.0% 1,904,619 100.0% 1,971,281 100.0%
Food Expenses: Food Cost 528,125 32.5% 545,889 32.0% 571,833 31.5% 599,955 31.5% 620,953 31.5%
Labor Cost 585,000 36.0% 580,007 34.0% 580,910 32.0% 590,432 31.0% 611,097 31.0%
Other 162.500 10.0% 170,580 10.0% 163,381 9.0% 171416  9.0% 177,415  9.0%
Total Food Expenses 1,275,625 785% 1296485 76.0% 1,316,124 725% 1,361,803 71.5% 1,409466 71.5%
Other Income 409,200 429,572 457,131 479,612 496,399
Food Profit 758,576 46.7% 838,989 49.2% 956,351 52.7% 1,022429 53.7% 1,058,214 53.7%
Beverage Revenue 475,000 100.0% 498,648 100.0% 530,639 100.0% 556,735 100.0% 576,220 100.0%
Bev Expenses: Bev Cost 128,250 27.0% 129,649 26.0% 132,660 25.0% 133,616 24.0% 138,293 24.0%
Labor Cost 71,250 15.0% 69,811 14.0% 68,983 13.0% 66,808 12.0% 69,146 12.0%
Entertainment 9,500 2.0% 9,973 2.0% 10613 2.0% 11,138 2.0% 11,524 2.0%
Other 52,250 11.0% 48,868 9.8% 49880 94% 50,106 9.0% 51,860 9.0%
Total Beverage Expenses 261,250 55.0% 258,300 518% 262,136 49.4% 261,665 47.0% 270,824 47.0%
Beverage Profit 213,750 45.0% 240,348 48.2% 268,503 50.6% 295,069 53.0% 305,397 53.0%
Food & Beverage Profit 972,325 46.3% 1,079,337 49.0% 1,224,854 52.2% 1,317498 53.5% 1,363,611 53.5%
GROSS OPERATING PROFIT 7,193,335 64.2% 7932429 66.7% 8748679 68.4% 9,304,118 69.3% 9,629,762 69.3%
GENERAL & UNDISTRIBUTED
Admin & General 951,914  8.5% 962,730 8.1% 997410 7.8% 1,006218 7.5% 1,041,435 75%
Franchise Fee 338,762 3.0% 360,782 3.0% 389,492  3.0% 408,646 3.0% 422,949  3.0%
Management Fee 335970 3.0% 356,567 3.0% 383619 3.0% 402487 3.0% 416,574  3.0%,
Marketing 839,924  7.5% 831,989 7.0% 831,175 6.5% 804974 6.0% 833,148 6.0%
Heat, Light & Power 481,556 4.3% 487,308 41% 498705 3.9% 509,817 3.8% 622,562 3.8%
Repairs & Maintenance 358,368 3.2% 415,994 3.5% 485918 3.8% 536649 4.0% 556432 4.0%
Total General & Undistributed 3,306,494 29.5% 3415370 28.7% 3,586,318 28.0% 3,668,792 27.3% 3,792,101 27.3%
HOUSE PROFIT 3,886,841 34.7% 4,517,069 38.0% 5,162,361 404% 5635326 42.0% 5,837,661 42.0%
Real Estate Taxes 310,000 2.8% 320,850 2.7% 332,080 2.6% 343,703  2.6% 356,732 2.6%
- Insurance 82,000 0.7% 86,100 0.7% 90405 0.7% 84925 0.7% 99,672 0.7%
Total Other 392,000 3.5% 406,950 34% 422485 3.3% 438628 3.3% 455404 3.3%
[NOI 3494841  31.2% 4,110,109 34.6% 4,739,876 37.1% 5.196,698 38.7% 5,382,257 38.8%'
Rent 0 0.0% 0 0.0% 0 0.0% 0 00% 0  00%
Interest 2703915 24.1% 2,666,972 224% 2,626,963 20.5% 2,583,634 19.3% 2,536,708 18.3%
Depreciation/Amortization 2,730,276 24.4% 1965246 16.5% 2,026,710 15.8% 2,115729 158% 2233457 16.1%
Total 5,434,191 48.5% 4632218 39.0% 4,653,673 364% 4,699,362 350% 4,770,165 34.4%
NET INCOME/(LOSS) -1,839,349 -17.3%  -522,109 -4.4% 86,203 0.7% 497336 3.7% 612,092 4.4%
ADD: Depr, interest, & Mgmt Fee 5,770,160 51.5% 4,988,785 42.0% 5,037,292 394% 5,101,843 38.0% 5,186,739 37.4%
LESS: Capital Reserve 111,990 1.0% 237,711 2.0% 383,619  3.0% 536,649 4.0% 694,290 5.0%
CASH AVAIL FOR DEBT SVC 3,718,821 332% 4,228,965 356% 4,739876 37.1% 5,062,536 37.7% 5,104,541 36.8%
DEBT SERVICE
Land Rent 0 0.0% 0 0.0% 0 00% 0  00% 0 00%
Amortization of Loan 3,149,010 28.1% 3,149.010 26.5% 3,149,010 24.6% 3,149,010 23.5% 3,149,010 22.7%
TOTAL DEBT SERVICE 3,149,010 28.1% 3,149010 26.5% 3,149,010 24.6% 3,149,010 23.5% 3,149,010 22.7%
Cash Flow After Debt Svc 569,811 1,079,955 1,590,866 1,913,526 1,955,531
Debt Service Coverage Ratio 1.18 1.34 1.51 1.61 1.62
ROI (Unleveraged) 8.3% 9.4% 10.5% 11.3% 11.3%
Return on Equity 5.2% 9.8% 14.5% 17.4% 17.8%
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Albuquerque Embassy Suites Year 6 Year 7 Year 8 Year 9 Year 10
8/30/02 13:52

# Rooms 261 261 261 261 261
Rooms Available 95,265 95,265 95,265 95,265 95,265
Rooms Occupied 70,496 70,496 70,496 70,496 70.496
Occupancy 74.0% 74.0% 74.0% 74.0% 74.0%
Average Room Rate $155.24 $160.67 $166.30 $172.12 $178.14
Gross Revenue 14,357,402 14,845,361 ’ 15,350,254 15,872,671 16,413,224
ROOMS DEPARTMENT
Rooms Revenue 10,943,808 100.0% 11,326,841 100.0% 11,723,281 100.0% 12,133,595 100.0% 12,558,271 100.0%
Rooms Expense: Labor Cost 1,751,009 16.0% 1,812,295 16.0% 1875725 16.0% 1,941,375 16.0% 2,009,323 16.0%
Other 820,786 7.5% 849513  7.5% 879,246 7.5% 910020 75% 941870 7.5%
Total Expenses 2,571,795 235% 2,661,808 23.5% 2754971 235% 2,851,395 23.5% 2,951,194 23.5%
Rooms Other Income 42,290 43,770 45,302 46,887 48,528
Rooms Profit 8,414,303 769% 8,708,803 76.9% 9.013611 76.9% 9329088 76.9% 9655606 76.9%
TELEPHONE DEPT
Revenue 235,274 100.0% 243,508 100.0% 252,031 100.0% 260,852 100.0% 269,982 100.0%
Cost 94,109 40.0% 97,403 40.0% 100,812 40.0% 104,341  40.0% 107,993  40.0%
Telephone Profit 141,164  60.0% 146,105 60.0% 151,219  60.0% 156,511  60.0% 161,989 60.0%
FOOD & BEVERAGE DEPT
Food Revenue 2,040,275 100.0% 2,111,685 100.0% 2,185,594 100.0% 2,262,090 100.0% 2,341,263 100.0%
Food Expenses: Food Cost 642,687 31.5% 665,181 31.5% 688,462 31.5% 712,558 315% 737,498 31.5%
Labor Cost 632,485 31.0% 654,622 31.0% 677534 31.0% 701,248 31.0% 725792 31.0%
Other 183,625 9.0% 190,052  9.0% 196,703 9.0% 203,588 9.0% 210,714 9.0%
Total Food Expenses 1,458,797 71.5% 1509855 71.5% 1,562,700 71.5% 1617,394 71.5% 1,674,003 71.5%
Other income 513,773 531,755 550,366 569,629 589,566
Food Profit 1,095251 53.7% 1,133,585 53.7% 1,173,260 53.7% 1214325 53.7% 1,256,826 53.7%
Beverage Revenue 581,983 100.0% 587,803 100.0% 593,681 100.0% 599,617 100.0% 605614 100.0%
Bev Expenses: Bev Cost 139,676 24.0% 141,073  24.0% 142,483 24.0% 143,908 24.0% 145,347 24.0%
Labor Cost 69,838 12.0% 70,536 12.0% 71,242 12.0% 71,954 12.0% 72674 12.0%
Entertainment 11,640 20% 11,756  2.0% 11,874  2.0% 11,992  2.0% 12,112 2.0%
Other 52,378  9.0% 52902 9.0% 53431 9.0% 53,966 9.0% 54505 9.0%
Total Beverage Expenses 273,532 47.0% 276,267 47.0% 279,030 47.0% 281,820 47.0% 284,638 47.0%
Beverage Profit 308,451 53.0% 311,535 53.0% 314,651 53.0% 317,797 53.0% 320,975 53.0%
Food & Beverage Profit 1,403,702 53.5% 1445120 53.5% 1487911 53.5% 1,532,122 535% 1,577,801 53.5%
GROSS OPERATING PROFIT 9,959,169 69.4% 10,300,028 69.4% 10,652,741 69.4% 11,017,721 69.4% 11,395,396 69.4%
GENERAL & UNDISTRIBUTED
Admin & General 1,076,805 7.5% 1,113402 7.5% 1,151,269 7.5% 1,190,450 7.5% 1,230,992 7.5%
Franchise Fee 437,752 0.0% 453,074 0.0% 468,931 0.0% 485344 00% 502,331 0.0%
Management Fee 430,722 3.0% 445,361 3.0% 460,508 3.0% 476,180 3.0% 492,397 3.0% .
Marketing 861,444  6.0% 890,722 6.0% 921,015 6.0% 952,360 6.0% 984,793  6.0%
Heat, Light & Power 535,626 3.7% 549,017 3.7% 562,743 37% 576,811 36% 591,231 3.6%
Repairs & Maintenance 574,296 4.0% 593,814 4.0% 614,010 4.0% 634,907 4.0% 656,529 4.0%
Total General & Undistributed 3,916,646 27.3% 4,045390 27.3% 4,178476 27.2% 4,316,052 27.2% 4,458,273 27.2%
HOUSE PROFIT 6,042,523 42.1% 6,254,639 42.1% 6,474,265 422% 6,701,668 42.2% 6,937,123 42.3%
Real Estate Taxes 368,183  2.6% 381,069 26% 394407 26% 408211 26% 422498 26%
Insurance 104655 0.7% 109,888 0.7% 115,382  08% 121,151 0.8% ~ 127,209 0.8%
Total Other 472,838 3.3% 490,957 33% 509,789 3.3% 529,362 3.3% 549,707 3.3%
NOI 5,560,685  38.8% 5./63,682 36.8% 5,964,476 38.9% 6,172,306 38.9% 6,387,416 _ 38.9%)]
Rent 0  0.0% 0 00% 0 0.0% 0 00% 0 0.0%
Interest 2485887 17.3% 2,430,848 164% 2,371,241 154% 2,306,686 14.5% 2,236,774 13.6%
Depreciation/Amortization 641,991  4.5% 727,733 49% 790,359 51% 830800 52% 846,341 52%
Total 3,127,877 21.8% 3,158,580 21.3% 3,161,600 20.6% 3,137,587 19.8% 3,083,115 18.8%
NET INCOME/(LOSS) 2,441,808 17.0% 2,605,101 17.5% 2802877 18.3% 3,034720 19.1% 3,304,301 20.1%
ADD: Depr, Interest, & Mgmt Fee 3,558,599 24.8% 3,603.941 24.3% 3,622,108 23.6% 3,613,767 228% 3,575,512 21.8%
LESS: Capital Reserve 717,870  5.0% 742,268 50% 767,513 50% 793634 50% 820,661 5.0%
CASH AVAIL FOR DEBT SVC 5,282,537 36.8% 5466774 368% 5657471 36.9% 5854853 36.9% 6,059,151 36.9%
DEBT SERVICE
Land Rent 0 00% 0 00% 0 0.0% 0 00% 0 00%
Amortization of Loan 3,149,010 21.9% 3,149,010 21.2% 3,149,010 20.5% 3,149,010 19.8% 3,149,010 19.2%
TOTAL DEBT SERVICE 3,149,010 21.9% 3,149,010 21.2% 3,149,010 20.5% 3,149,010 19.8% 3,149,010 19.2%
Cash Flow After Debt Svc 2,133,527 2,317,764 2,508,461 2,705,843 2,910,141
Debt Service Coverage Ratio 1.§8 1.74 1.80 1.86 1.92
ROI (Unleveraged) 11.7% 12.2% 12.6% 13.0% 13.5%
Return on Equity 19.4% 21.1% 22.9% - 24.6% 26.5%
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Debt Service Coverage:

Project Funding:

Project Cost:

FADEVALINCOULNAR1.7.23.02

Year 1
Year 2
Year 3
Year 4
Year 5

Equity
Mortgage

Total Funding

Land

FF&E

Building
Technical Fees
Interest
Pre-Opening
Other

Total Proj Cost

44,977,238

Debt
Coverage
Ratio
1.18
1.34
1.51
1.61
1.62

10,977,238
34,000,000

Total Cost
Cost per Rm
3,623,500 13,883
8,505,000 32,586
26,550,000 101,724
2,136,930 8,187
2,540,425 9,733
800,000 3,065
821,383 3,147

44,977,238 172,327

Cash Avail
for
Debt Sve
3,718,821
4,228,965
4,739,876
5,062,536
5,104,541

76% Loan to Value
8.00% Interest Rate
25 Amort Period

Construciton
Interest Rate

8.50%

Total
Debt Svc
3,149,010
3,149,010
3,149,010
3,149,010
3,149,010






The Martineztown Santa Barbara Neighborhood residents oppose the proposal by City Councilor
Baca to Amend the boundaxy of Martineztown Santa Barbara CP0-7. This boundary provides
economic opportunities to improve the neighborhood. The property currently can be developed
under the Martineztown Santa Barbara boundaries and should not be approved to include in the
downtown area or an island by itself. The residents also oppose the Downtown 2050
Redevelopment Plan removal of 101 Lomas NE and 229 Broadway NE to be placed in the 2050
Metropolitan Redevelopment Area Redevelopment Plan. These properties are in the historical
Martineztown Santa Barbara MRA Plan and should remain part of this plan. The gross receipt
taxes and tax increment financing for these properties shall remain in the historical Martineztown
Santa Barbara MRA boundaries to help improve the neighborhood. The residents want to make
sure this area benefits the residents of the neighborhood. The residents want to make sure 229
Broadway is developed with uses that complement and serve the neighborhood.

Name ~ Address Phone Number
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The Martineztown Santa Barbara Neighborhood residents oppose the proposal by City Councilor
Baca to Amend the boundary of Martineztown Santa Barbara CP0-7. This boundary provides
economic opportunities to improve the neighborhood. The property currently can be developed
under the Martineztown Santa Barbara boundaries and should not be approved to include in the
downtown area or an island by itself. The residents also oppose the Downtown 2050
Redevelopment Plan removal of 101 Lomas NE and 229 Broadway NE to be placed in the 2050
Metropolitan Redevelopment Area Redevelopment Plan. These properties are in the historical
Martineztown Santa Barbara MRA Plan and should remain part of this plan. The gross receipt
taxes and tax increment financing for these properties shall remain in the historical Martineztown
Santa Barbara MR A boundaries to help improve the neighborhood. The residents want to make
sure this area benefits the residents of the neighborhood. The residents want to make sure 229
Broadway is developed with uses that complement and serve the neighborhood.
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The Martineztown Santa Barbara Neighborhood residents oppose the proposal by City Councilor
Baca to Amend the boundary of Martineztown Santa Barbara CP0-7. This boundary provides
economic opportunities to improve the neighborhood. The property currently can be developed
under the Martineztown Santa Barbara boundaries and should not be approved to include in the
downtown area or an island by itself. The residents also oppose the Downtown 2050
Redevelopment Plan removal of 101 Lomas NE and 229 Broadway NE to be placed in the 2050
Metropolitan Redevelopment Area Redevelopment Plan. These properties are in the historical
Martineztown Santa Barbara MRA Plan and should remain part of this plan. The gross receipt
taxes and tax increment financing for these properties shall remain in the historical Martineztown
Santa Barbara MR A boundaries to help improve the neighborhood. The residents want to make
sure this area benefits the residents of the neighborhood. The residents want to make sure 229
Broadway is developed with uses that complement and serve the neighborhood.

Name Address Phone Number
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The Martineztown Santa Barbara Neighborhood residents oppose the proposal by City Councilor
Baca to Amend the boundary of Martineztown Santa Barbara CP0-7. This boundary provides
economic opportunities to improve the neighborhood. The property currently can be developed
under the Martineztown Santa Barbara boundaries and should not be approved to include in the
downtown area or an island by itself. The residents also oppose the Downtown 2050
Redevelopment Plan removal of 101 Lomas NE and 229 Broadway NE to be placed in the 2050
Metropolitan Redevelopment Area Redevelopment Plan. These properties are in the historical
Martineztown Santa Barbara MRA Plan and should remain part of this plan. The gross receipt
taxes and tax increment financing for these properties shall remain in the historical Martineztown
Santa Barbara MRA boundaries to help improve the neighborhood. The residents want to make
sure this area benefits the residents of the neighborhood. The residents want to make sure 229
Broadway is developed with uses that complement and serve the neighborhood.
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The Martineztown Santa Barbara Neighborhood residents oppose the proposal by City Councilor
Baca to Amend the boundary of Martineztown Santa Barbara CP0-7. This boundary provides
economic opportunities to improve the neighborhood. The property currently can be developed
under the Martineztown Santa Barbara boundaries and should not be approved to include in the
downtown area or an island by itself. The residents also oppose the Downtown 2050
Redevelopment Plan removal of 101 Lomas NE and 229 Broadway NE to be placed in the 2050
Metropolitan Redevelopment Area Redevelopment Plan. These properties are in the historical
Martineztown Santa Barbara MRA Plan and should remain part of this plan. The gross receipt
taxes and tax increment financing for these properties shall remain in the historical Martineztown
Santa Barbara MR A boundaries to help improve the neighborhood. The residents want to make
sure this area benefits the residents of the neighborhood. The residents want to make sure 229
Broadway is developed with uses that complement and serve the neighborhood.
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The Martineztown Santa Barbara Neighborhood residents oppose the proposal by City Councilor
Baca to Amend the boundary of Martineztown Santa Barbara CP0-7. This boundary provides
economic opportunities to improve the neighborhood. The property currently can be developed
under the Martineztown Santa Barbara boundaries and should not be approved to include in the
downtown area or an island by itself. The residents also oppose the Downtown 2050
Redevelopment Plan removal of 101 Lomas NE and 229 Broadway NE to be placed in the 2050
Metropolitan Redevelopment Area Redevelopment Plan. These properties are in the historical
Martineztown Santa Barbara MRA Plan and should remain part of this plan. The gross receipt
taxes and tax increment financing for these properties shall remain in the historical Martineztown
Santa Barbara MR A boundaries to help improve the neighborhood. The residents want to make
sure this area benefits the residents of the neighborhood. The residents want to make sure 229
Broadway is developed with uses that complement and serve the neighborhood.
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The Martineztown Santa Barbara Neighborhood residents oppose the proposal by City Councilor
Baca to Amend the boundary of Martineztown Santa Barbara CP0-7. This boundary provides
economic opportunities to improve the neighborhood. The property currently can be developed
under the Martineztown Santa Barbara boundaries and should not be approved to include in the
downtown area or an island by itself. The residents also oppose the Downtown 2050
Redevelopment Plan removal of 101 Lomas NE and 229 Broadway NE to be placed in the 2050
Metropolitan Redevelopment Area Redevelopment Plan. These properties are in the historical
Martineztown Santa Barbara MRA Plan and should remain part of this plan. The gross receipt
taxes and tax increment financing for these properties shall remain in the historical Martineztown
Santa Barbara MRA boundaries to help improve the neighborhood. The residents want to make
sure this area benefits the residents of the neighborhood. The residents want to make sure 229
Broadway is developed with uses that complement and serve the nelghborhood
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CITY OF ALBUQUERQUE
CITY COUNCIL

INTEROFFICE MEMORANDUM

TO: Ethan Watson, City Clerk

FROM: Isaac Padilta, Director, Council Services

SUBJECT: Mayor’s Line-item Veto of R-24-106; Adjusting Fiscal Year 2024
Appropriations For Certain Funds And Programs To Provide For
Actual Expenditures; And Adjusting Fiscal Year 2025 Operating And
Grant Appropriations (Pefia, By Request)

DATE: January 8, 2025

Council Bill No. R-24-106 adopted by the Council on December 16, 2024 was line-item
vetoed by the Mayor via EC-25-292.

On January 6, 2025 the Council Overrode the Mayor's line-item veto #1. Councilor
Nichole Rogers made a motion to Override line-item #1 and this passed by a 6 FOR
and 3 AGAINST vote.

For Override: Baca, Champine, Fiebelkorn, Lewis, Rogers, Sanchez
Against Override: Bassan, Grout, Pena

Council declined to Override the Mayor's line-item veto #2 by no motion or vote taken.
Therefore, the Mayor’s line-item veto #2 is sustained.

{ have attached the resolution as adopted by the Council, signed by the Council
President, and as line-item vetoed by the Mayor. Please process the enactment as soon
as possible.

Additionally, | have attached the Mayor's veto, with notations of the two separate line-
items for the record.



COUNCIL BILL NO. __R-24-106 ENACTMENT NO. Q %%DOQ‘

CITY of ALBUQUERQUE
TWENTY SIXTH COUNCIL

SPONSORED BY: Klarissa J. Peiia, by request
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RESOLUTION

ADJUSTING FISCAL YEAR 2024 APPROPRIATIONS FOR CERTAIN FUNDS AND
PROGRAMS TO PROVIDE FOR ACTUAL EXPENDITURES; AND ADJUSTING
FISCAL YEAR 2025 OPERATING AND GRANT APPROPRIATIONS.

WHEREAS, expenditures in certain funds in Fiscal Year 2024 are projected
to exceed appropriations; and

WHEREAS, fund balance or revenues are available to fund the over
expendifures or adjustments; and

WHEREAS, adjustments are required for Fiscal Year 2024 appropriations;
and

WHEREAS, appropriation adjustments for the operation of the City
government must be approved by the Council.

BE IT RESOLVED BY THE COUNCIL, THE GOVERNING BODY OF THE CITY OF
ALBUQUERQUE:

Section 1. That the following amounts are hereby adjusted to certain
programs from unreserved fund balance, working capital balance and/or
additional revenues for Fiscal Year 2024:

GENERAL FUND — 110
Animal Welfare Department

Animal Care Center 558,000
Arts and Culture Department

Biological Park 1,671,000

Museum 264,000

Public Library 311,000

Strategic Support 196,000

City Support Department
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Dues and Memberships
Early Retirement
Transfer to Other Funds:
Operating Grants Fund (265)
Fire Depariment
Emergency ResponselField Operations
Emergency Services
General Services Department
Facilities
Security
Municipal Development Department
Street Services-F110
Parks and Recreation Department
Golf
Open Space Management
Park Management
Recreation
Police Department
Investigative Services
Neighborhood Policing
Prisoner Transport

MARIJUANA EQUITY AND COMMUNITY REINVESTMENT FUND — 202

Finance and Administrative Services Department
Marijuana Equity and Community Reinvestment

SENIOR SERVICES PROVIKDEB FUND — 250
Senior Affairs Department

Senior Services Provider
CITY/COUNTY FACILITIES FUND — 290

General Services Department

l.aw Enforcement Center

GENERAL OBLIGATION BOND DEBT SERVICE FUND — 415

City Support Functions
General Obligation Bond Debt Service

2

3,000
2,537,000

723,000

2,584,000
405,000

1,067,000
807,000

421,000
500,000
309,000
806,000
581,000
1,472,000

2,261,000
199,000

650,000

280,000

563,000

434,000
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PARKING FACILITIES OPERATING FUND — 641

Municipal Development Department

Parking Services
REFUSE DISPOSAL OPERATING FUND ~ 651
Solid Waste Management Department

Collections
SPORTS STADIUM OPERATING FUND — 691
General Services Department

Stadium Operations
GROUP SELF-INSURANCE FUND -710

Human Resources Department

Group Self Insurance
FLEET MANAGEMENT FUND - 725
General Services Department

Fleet Management

49,000

2,168,000

894,000

3,633,000

269,000

Section 2. That the amount of $215,000 is hereby reserved in the General

Fund for non-union — classified employee wage adjustments to bring associated

positions to the minimum compensation wage and identified priority positions

to the 15% percentile as determined by the Classification and Compensation

Study in Fiscal Year 2025. Upon approval, wage adjustment amounts will be

unreserved and appropriated to the respective departments and programs by

the Office of Management and Budget.

Section 3. That the following amounts are hereby appropriated to the

following programs from unreserved fund balance and/or working capital

balance for Fiscal Year 2025:
GENERAL FUND - 110
Animal Welfare Department

Animal Care Center
Animal HEART
City Support Department
Transfer to Other Funds:
Operating Grants Fund (265}
Sales Tax Fund (405)

(20,000)
20,000

6,000,000
8,000
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Community Safety Department
Administrative Support

Finance and Administrative Department
Office of Equity and Inclusion

General Services Department
Energy and Sustainability

Health, Housing and Homelessness Department
Affordable Housing
Emergency Shelter
Strategic Support

Legal Department
Legal Services

Parks and Recreation Department
Open Space Management
Park Management

Police Department
Professional Accountability
Investigative Services

Youth and Family Services Department
Community Recreation

Strategic Support

92,000
(542,000)
100,000
(6,000,000)
2,000,000
(97,000)

534,000

14,000
83,000

(92,000)
(113,000)

(2,000,000)
97,000

MARIJUANA EQUITY AND COMMUNITY REINVESTMENT FUND — 202

Finance and Administrative Services Department
Marijuana Equity and Community Reinvestment

OPERATING GRANTS FUND -~ 265
Health, Housing and Homelessness Department

Affordable Housing

121,000

6,000,000

Establishment of Reserved Fund: All funds appropriated for Affordable Housing

within Fund (265) shall hereby be reserved. These funds shall not be expended,

allocated, or otherwise appropriated without explicit approval from the City

Council by Resolution.

LAW ENFORCEMENT PROTECTION PROJECTS FUND — 280

Police Department
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Law Enforcement Protection Act 25,000
GAS TAX ROAD FUND — 282

Municipal Development Department

Street Services-F282 (1,762,000)
SALES TAX REFUNDING DEBT SERVICE FUND — 405
City Support Department

Sales Tax Debt Service 1,196,000

Section 4. That the following appropriations are hereby made to the Capital
Program to the specific fund and projects as indicated below for Fiscal Year
2025:

Department/Fund Source Amount
METROPOLITAN REDEVELOPMENT AGENCY/FUND 275
Santa Barbara/Martineztown MRA Plan Misc. Revenues . 250,000

XACLASHARE\CL-Stafh_Legislative StaffiLegistation\26 Counci\R-106final.docx
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PASSED AND ADOPTED THIS 16% DAY OF __December , 2024
BY A VOTE OF: 9 FOR 0 AGAINST.
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10 Dan Lewis, President

11 City Council

12

13

14
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Bill No. R-24-106
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than Watson, City Clerk

City of Albuquerque
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CITY OF ALBUQUERQUE

Albuquerque, New Mexico
Office of the Mayor

INTER-OFFICE MEMORANDUM November 22, 2024

TO: Dan Lewis, President, City Cogncil

FROM: Timothy M. Keller, Maydf g

i
SUBJECT: Resolution Adjusting Fiscal Year 2024 Appropriations for Certain Funds and
Programs to Provide for Actual Expenditures and Adjusting Fiscal Year 2025
Operating, and Grant Appropriations

Attached is the annual mid-year clean-up legislation for certain operating and grant funds. The
bill contains two major sections. The Fiscal Year 2024 section includes appropriation adjustments
necessary to financially close Fiscal Year 2024 prior to submission of the Annual Comprehensive
Financial Report (ACFR) to the New Mexico Office of the State Auditor. The Fiscal Year 2025
section contains operating and grant appropriation adjustments for the current year, some of which
are technical in nature. In all cases, sufficient fund balance and revenue exists to cover any net
increase in spending.

This legislation adjusts Fiscal Year 2024 program appropriations for certain funds where
expenditures exceeded budgeted amounts. Sufficient fund balance and/or revenues exist to cover
the adjustments. A description of each item is atfached.

This legislation also includes a Fiscal Year 2025 section adjusting certain program appropriations
by using new revenue, fund balance or are technical in nature. A description of each item is
attached.

The Office of Management and Budget staff is available to review this material with you at your
convenience.
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Resolution Adjusting Fiscal Year 2024 Appropriations for Certain Funds and Programs to
Provide for Actual Expenditures and Adjusting Fiscal Year 2025 Operating, and Grant
Appropriations.

Approved: Approved as to Legal Farm:

DocuSigned by:
w kuh 11/24/2024 { 1:13 PM MST

ta Sg Date LU 4R TERUpL= Date
Chief Administrative Officer City Attorney
Recammended:
%o AN
Kevin Sourisseau Date

Chief Financial Officer

Recommended:
BocuSigned by:
Dovna. Sandswal 11/24/2024 | 12:52 PM mST
GAF4BEETEICA4ERT
Donna Sandoval Date

Director, Finance and Administrative Services

Recommended:

DocuSigned by
l (awvonar Daswis 11/24/2024 | 11:25 AM MST
Lawrence L. Davis Date

Budget Officer, Finance and Administrative Services
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Cover Analysis

1. What is it?

Resolution adjusting Fiscal Year 2024 appropriations for certain funds and programs to
provide for actual expenditures and adjusting Fiscal Year 2025 operating and grant
appropriations.

2. What will this piece of legislation do?

This legislation adjusts Fiscal Year 2024 program appropriations for certain funds where
expenditures exceeded budgeted amounts and adjusts Fiscal Year 2025 operating and grant
appropriations.

3. Why is this project needed?

The Fiscal Year 2024 section includes appropriation adjustments necessary to close-out
2024 prior to the submission of the Annual Comprehensive Financial Report (ACFR) to
the State of New Mexico.

4, How much will it cost and what is the funding source?

The increase in appropriations in Fiscal Year 2024 is offset by revenue and available fund
balance. For Fiscal Year 2025, appropriation adjustments are offset by revenue, fund
balance, or are technical in nature.

5. Is there a revenue source associated with this Plan? If so, what level of income is projected?

In all cases, sufficient fund balance exists to cover any net increase in spending,

6. What will happen if the project is not approved?

If this resolution is not passed, associated funds will be over spent for Fiscal Year 2024,
which is violation of budget regulations and an audit finding will likely occur.

7. Is this service already provided by another entity?
N/A
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CITY OF ALBUQUERQUE

Department of Finance and Administrative Services

Mayor Timothy M. Keller

DESCRIPTION OF ADJUSTMENTS TO APPROPRIATIONS INCLUDED IN THE 2024
YEAR END CLEAN-UP RESOLUTION

SECTION 1 - FISCAL YEAR 2024 YEAR END CLEAN-UP

GENERAL FUND -110

Animal Welfare Department

Increased appropriation of $558,000 is needed for the Animal Welfare Department to account for
overspent budgeted appropriations due to increased food and medicine costs for animals.

Arts and Culture Department

Increased appropriation of $2,342,000 is needed for Arts & Culture programs that overspent due
to increased costs for food and medicine at the BioPark; utilities costs across divisions; urgent and
unbudgeted repairs; security equipment upgrades at libraries and museums; and increased
private security costs at various libraries.

City Support Department
Increased appropriation of $3,263,000 is needed for Early Retirement and operating grant costs
that exceed budgeted appropriations.

Fire Department

Increased appropriation of $2,524,000 is needed to account for Fire Department programs that
overspent budgeted appropriations related to increases in medical supply costs, bunker gear
and uniforms, annual fees and licenses, paramedic school, and utilities. A budget appropriation
of $465,000 to account for funds received in FY/24 from revenue generated for firefighter
wildland deployments.

General Services Department

Increased appropriation of $1,974,000 is needed to account for General Services Department
programs that overspent budgeted appropriations due to facility operations, security overtime
and temporary staff costs.

Municipal Development Department

Increased appropriation of $421,000 is needed to account for Municipal Development
Department programs that overspent budget appropriations related to operating and copper

1
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theft costs. The City experienced a high volume of copper thefts during FY/24 resulting in
additional repair/replacement costs over budgeted appropriations.

Parks and Recreation Department

Increased appropriation of $2,195,000 is needed to account for Parks and Recreation Department
programs that overspent budgeted appropriations related to cost increases for fertilizer and seed,
supplies, repairs and maintenance, utilities, towable items, and the City running Puerto del Sol
golf course rather than a concessionaire.

Police Department

Increased appropriations of $1,317,000 is needed to account for Police Department programs
that overspent budgeted appropriations due to cost associated with guarding prisoners in
custody who require medical attention and are taken to the hospital; the renovation of the 2nd
and 3rd floor of the main APD building; and the purchase of equipment to support the daily
operations of the Police Department. A budget appropriation from available SID Operations
fund balance of $354,000 to account for overspent budgeted appropriations due to costs
associated with general SID Operations.

MARIJUANA EQUITY AND COMMUNITY REINVESTMENT FUND - 202

Finance and Administrative Services Department

Appropriation of $650,000 is needed due to the creation of the fund mid-year FY/24 without an
appropriation. The appropriation is supported with available fund balance.

SENIOR SERVICES PROVIDER FUND — 250

Senior Affairs Department

Appropriating funds of $280,000 for additional revenue allocated to the Senior Affairs
Department from the AAA grant.

CITY/COUNTY FACILITIES FUND - 260

General Services Department

Increased appropriation of $563,000 is needed for program overspend as a result of construction
costs for the refurbishment of the Law Enforcement Center. The increased appropriation is
supported with available fund balance.

GENERAL OBLIGATION BOND DEBT SERVICE FUND — 415

City Support Department

Increased appropriation of $434,000 is needed for program overspend as a result of debt service
fiscal agent fees. The increased appropriation is supported with available fund balance.

PARKING FACILITIES OPERATING FUND - 641

Municipal Development Department

Increased appropriation of $49,000 is needed for program overspend in Parking Services for
contractual service obligations. The increased appropriation is supported with available working
capital fund balance

2
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REFUSE DISPOSAL OPERATING FUND - 651

Solid Waste Management Department

Increased appropriation of $2,168,000 is needed for program overspend in Collections as a result
of increased costs to maintain vehicles and fuel costs. The increased appropriation is supported
with available working capital fund balance.

SPORTS STADIUM OPERATING FUND - 691

General Services Department

Increased appropriation of $894,000 is needed for program overspend as a result of the field
conversion costs. The increased appropriation is supported with available fund balance.

GROUP SELF INSURANCE FUND -~ 710

Human Resources Department

Increased appropriation of $3,633,000 is needed for program overspend as a result of higher cost
of 3rd party insurance coverage. The increased appropriation is supported with available
working capital fund balance.

FLEET MANAGEMENT FUND — 725

General Services Department

Increased appropriation of $269,000 is needed for program overspend due to contractual services
exceeding the appropriated amount. The increased appropriation is offset by additional revenues
from vehicle maintenance services.

SECTION 2: FISCAL YEAR 2025 APPROPRIATIONS INCLUDED iN THE RESOLUTION

GENERAL FUND —110

Animal Welfare Department

A neutral reallocation of $20,000 from the Animal Care Ctr program to the new Animal HEART
program to comply with the requirements of 0-24-30.

City Support Department

Transfer $8,000 from General Fund 110 to Debt Service fund 405 to cover FY/25 debt service for
New Mexico Finance Authority Water Trust Loans and Improvement, transfer of $6,000,000 from
General Fund 110 to Operating Grants Fund 265 for housing voucher programs.

Finance and Administrative Services Department

Reallocation of $421,000 in program appropriations from Office of Equity and Inclusion (OEI) to
Legal Services Department as a technical correction to CS R-24-36, which appropriated personnel
funding in OEI rather than the Legal Services Department. Reduce appropriation of $121,000 for
fiscal agent fees charged by the State of New Mexico.

Health, Housing, and Homelessness Department
Reallocation of $97,000 in program appropriations from HHH Strategic Support to YFS Strategic
Support as a technical correction to CS R-24-36, which appropriated personnel funding to HHH

3
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Strategic Support rather than YFS Strategic Support; reallocation of $2,800,000 in funding from
YFS Community Recreation to HHH Emergency Shelter to support homeless and housing
navigation; reduce appropriation in Affordable Housing by $6,000,000.

Legal Department
Reallocation of $534,000 in program appropriations from Office of Equity and Inclusion and
Investigative Services to Legal Services as a technical correction to CS R-24-36, which
appropriated personnel funding in Office of Equity and Inclusion and Investigative Services
rather than Legal.

Parks and Recreation Department

Appropriation of $97,000 to Parks and Recreation Department, which is offset by revenue
received from the Risk Fund (705) related to property damage. Department will use funding to
replace the damaged equipment.

Police Department

Reallocation of $113,000 in program appropriations from Police Department Investigative
Services to Legal Services Department as a technical correction to CS R-24-36, which appropriated
personnel funding in Police Department Investigative Services rather than Legal Services
Department.

Youth and Family Services Department

Reallocation of $97,000 in program appropriations from HHH Strategic Support to YFS Strategic
Support as a technical correction to CS R-24-36, which appropriated personnel funding to HHH
Strategic Support rather than YFS Strategic Support; reallocation of $2,000,000 in funding from
YFS Community Recreation to HHH Emergency Shelter to support homeless and housing
navigation.

MARIJUANA EQUITY AND COMMUNITY REINVESTMENT FUND — 202

Finance and Administrative Services Department

Appropriation of $121,000 for fiscal agent fees to account for the revenue fee costs charged by the
State of New Mexico to Fund 202 from available fund balance.

OPERATING GRANTS FUND — 265

Health, Housing, and Homelessness Department

Appropriation of $6,000,000 for Housing Vouchers from Fund 110 to Fund 265 Prepaid Rapid
Rehousing to provide stability for housing voucher programs.

LAW ENFORCEMENT PROTECTION FUND - 280

Police

Appropriating additional funds of $25,000 for the additional revenue allocated from the State of
New Mexico Law Enforcement Protection Fund (LEPF).
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GAS TAX ROAD FUND - 282
Municipal Development Department
Reduce FY/25 Gas Tax Fund appropriation by $1,762,000 to align with budgeted revenue.

SALES TAX REFUNDING DEBT SERVICE FUND - 405

City Support Department

Increased appropriation of $1,196,000 is needed for FY/25 debt service for Series 2024 GRT
improvement bond interest and New Mexico Finance Authority water trust loans. Revenue
source is a transfer from Fund 110 and capitalized interest.




Figure 7: Data Analysis—Unemployment, Median Household Income, Poverty Rate
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REAL ESTATE CONDITIONS

Higher rents, lower vacancies, and increasing demand for new real estate development characterize the
office, industrial, retail, and multi-family rental markets since 2002 and suggest that while the real estate
market in the Pocket is growing, these conditions have not improved local residents’ economic prospects.

IMPACTS OF CURRENT ALBUQUERQUE PLANNING INITIATIVES

These pressures will only intensify as there are many new development projects in the pipeline that will
impact the local real estate market, drive demand upward, and potentially place increasing costs
pressureson low-income households and local businesses. While these new developments are exciting for
Albuquerque residents, they may creafe inhospitable econemic conditions that produce neighborhood
displacement of residents and small businesses and overall gentrification. These projects include but are
not limited fo: '

¢ Rail Trail and Greater Downtown Urban Trail projects

® Rail Yards redevelopment

' Proposed stadium for the New Mexico United professional soccer team
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Il. EXECUTIVE SUMMARY

The 1987 ordinance establishing the Housing and Neighborhood Economic Development Fund (HNEDF) called
for the development of a ten-year comprehensive plan to outline and guide decisions about how to use
revenues from loan repayments from HUD’s Urban Development Actions Grants (UDAG) issued earlier that
decade to support housing and economic development efforts in the area known as the Pocket of Poverty
(the “Pocket”). Plans adopted in 1993 and 2002 have guided the use of over $18M for housing and
economic development projects benefiting Pocket residents between 1993 and 2008.

Throughout 2021, the City of Albuquerque, the HNEDF Committee and Subcommittee, HR&A Advisors, and
Strata Design, reviewed previous planning initiatives, analyzed demographic, economic, and real estate
data pertinent to the Pocket of Poverty, conducted broad and inclusive community engagement efforts, and
drafted and finalized the 2022 Plan. This 2022 Housing and Neighborhood Economic Development Fund
Plan (the “2022 Plan”) intends to guide future decision-making for spending the Fund’s $6.3M.!

Pocket of Poverty residents are still experiencing economic distress at higher rates than the surrounding
region. Unemployment and poverty rates in the Pocket of Poverty are substantially higher while median
incomes are substantially lower and have not kept up with the rising cost of housing despite stagnant
population growth within the Pocket.

Residents corroborated what data indicated and emphasized the need for investment in housing and
economic development efforts across the area.

e Survey respondents identified housing as their highest concern and priority, citing increasing rents,
rising home values, and higher home maintenance costs in the face of gentrification. Producing and
preserving affordable housing, creating substantive pathways to homeownership, and subsidizing
necessary home improvements and renovations can help Pocket residents manage these costs.

e Increasing housing costs place a heavier burden on residents when many are in need of quality job
opportunities that pay higher wages and offer comprehensive benefits. Creating quality jobs,
building and reinforcing pathways to economic opportunity, supporting small businesses and
entrepreneurs, and strengthening local service offerings can enhance local quality of life and help
Pocket residents find and keep fulfilling employment.

e Pocket neighborhoods are all different and as such, their residents have different needs. This Fund
can not only invest in local businesses and organizations across the Pocket, but also provide targeted
services to tend to each neighborhood’s specific needs.

HNEDF funding will be prioritized for projects that provide long term and sustainable benefits for low- and
moderate-income residents of the pocket of poverty. The City will allocate funds to (1) new for-sale and
rental housing construction; (2) housing rehabilitation; (3) housing technical services; (4) commercial property
acquisition and rehabilitation; (5) physical improvements; and (6) training, education, and supportive
programming. Allocated funds should advance meaningful progress towards the following goals and
objectives:

Goal 1: Produce and preserve housing units affordable for low-middle income residents.

Goal 2: Create quality jobs ($15+ /hour with benefits) specific for Pocket residents

Goal 3: Rehabilitate buildings and improve facades for housing and commercial properties

Goal 4: Support entrepreneurs and small businesses in growing their companies

Goal 5: Create new pathways and services that enhance resident access to economic opportunity (e.g., new jobs,
homeownership, etc.)



Goal 6: Leverage private investment alongside HNEDF funds

Goal 7: Allocate funds towards Minority/Women Owned Business Enterprise (M/WBE) and businesses and
organizations located within the Pocket.

The City should allocate the monies contained within the fund over the ten-year period designated by the
2022 Plan (2022-2031) through a series of grants and loans in response to proposals issued through the
City of Albuquerque’s solicitation process in accordance with the administrative requirements of the
Department of Family and Community Services. The City should monitor disbursed funds to ensure that funds
are spent for the intended purpose and should collect data on the impacts from these funds to better
understand the Fund’s overall effectiveness in supporting housing and economic development efforts within
the Pocket.



IILINTRODUCTION

HOUSING AND NEIGHBORHOOD ECONOMIC DEVELOPMENT FUND

In the 1980s, the City of Albuquerque (“Albuquerque” or the “City”) used Urban Development Action Grants
(UDAG) from the U.S. Department of Housing and Urban Development to make loans to El Encanto, Inc. (dba
Bueno Foods) to expand food production facilities and to Albuquerque Plaza to develop the Hyatt Regency
Hotel and Beta West office building.

In 1987, the City established a Housing and Neighborhood Economic Development Fund (HNEDF) to
utilize proceeds from these UDAG loan repayments to benefit low- and moderate-income residents in a
targeted area known as the “Pocket of Poverty” (the “Pocket”).

The 1987 ordinance establishing the Housing and Neighborhood Economic Development Fund called for the
development of a ten-year comprehensive plan to outline and guide decisions about how to use the UDAG
loan repayments. Plans adopted in 1993 and 2002 have guided the use of over $18M for housing and
economic development projects benefiting Pocket residents between 1993 and 2008.

The ordinance also provides for a HNEDF Committee (the “Committee”) comprised of 11 residents, business
owners, and housing, lending, and architectural specialists from Pocket of Poverty neighborhoods. This
Committee advises on fund planning process and supports the development, approval, and implementation
of the comprehensive plan, including structuring a ranking system for prioritizing project allocations.

Once it is approved by the Mayor and City Council, this 2022 Housing and Neighborhood Economic
Development Fund Plan (the “2022 Plan”) is intended to guide decision-making for spending the $6.3M
currently available in the HNEDF.!

DEVELOPING THE 2022 PLAN

Development of this comprehensive 2022 Plan proceeded in three phases: discovery, community
engagement, and Fund Plan drafting and approval.

e The discovery phase began in March 2021. It included a review of past planning materials, an
analysis of current socioeconomic and market conditions in the Pocket, and an evaluation of the 2002
HNEDF comprehensive plan.

e The community engagement phase included a virtual visioning session with the public in August
2021, an area-wide digital survey answered by over 195 residents, 4 issue-specific virtual focus
groups, and one-on-one meetings with local neighborhood organizations, stakeholders and housing
and economic development experts. Monthly meetings with the HNEDF Committee and additional
meetings with the HNEDF’s subcommittee were held to gather additional feedback.

e In the drafting and approval phase, the City presented the Committee with a draft of the plan in
December 2021 for feedback before it was submitted for review at a public meeting in March 2022,
revised, and presented to City Council for approval.




! Inclusive of $237,500 allocated in 2013 by City Council but never spent, and likely available for alternate allocation
following City Council adoption of this plan.



USING THIS DOCUMENT

This 2022 Plan is intended to provide guidance to the City as it considers funding allocation decisions over
the next 10 years. Actual allocations will be determined by the City over time in accordance with the 2022
Plan and two year programs as specified in the ordinance.

The 2022 Plan provides a history of the HNEDF, an overview of demographic, economic, and real estate
conditions in the Pocket today, a summary of engagement findings, and a recommendations section that
offers broad allocation categories, guiding principles for decision-making, and considerations regarding the
long-term sustainability of the fund to assist the City going forward.

IV.HNEDF HISTORY
ORIGINS OF THE HNEDF

The City established the HNEDF in 1987 to ensure that repayments from UDAG loans made in the 1980s
were used to benefit low- and moderate-income residents in the Pocket of Poverty, a geographic area
within the City which met the initial federal standards for physical and economic distress.

The ordinance governing the fund requires that 50 percent of allocated funds should be used for housing
and 50 percent for economic development. Additionally, all proceeds from El Encanto loan repayments
must be used for projects located in the North Barelas community development area.?

The goals for the fund as stated in the founding ordinance are reducing blight and poverty, increasing
available housing, creating jobs, and promoting small business development to enhance the well-being
of low and moderate-income residents.

THE POCKET OF POVERTY

Under federal regulations in place at the time of HNEDF's creation, a Pocket of Poverty was defined as a
contiguous geographic area containing at least 10,000 people or at least 10 percent of a city’s population,
where at least 70 percent of residents have incomes below 80 percent of the Area Median Income (AMI) for
the city and at least 30 percent have incomes below the national poverty threshold.

Albuquerque’s Pocket of Poverty stretches from Los Griegos on the north, to University Heights on the east,
Barelas and South San Jose on the south, and Old Town on the west (see Figure 1 below). See the map in
Appendix 1 for more detail on Pocket boundaries and all included neighborhoods.

Today, 25 years after the establishment of the HNEDF, Pocket of Poverty residents continue to experience
economic distress at higher rates than the surrounding region. As of August 2021, 30 percent of Pocket
residents live below the poverty line and 65 percent of residents have annual incomes below 80 percent
AMI for the city. While slightly below 1980s-era federal standards for initial Pocket of Poverty designation,
economic distress in the Pocket remains substantially more pronounced than in the rest of the City and
Bernalillo County. A detailed assessment of economic conditions in the Pocket of Poverty can be found in the
Data Analysis section (beginning on Page 8).

2 As of November 2020, $435,000 out of the total HNEDF fund balance is currently set aside for investments in the
North Barelas community development area.



Figure 1: Pocket of Poverty Boundaries
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PREVIOUS COMPREHENSIVE PLANS (1993 and 2002)

The 1987 HNEDF ordinance called for the development of ten-year comprehensive plans to guide decisions

about how to allocate resources from the fund, wit
economic conditions in the Pocket.

Past HNEDF plans provided the following specific f

h a secondary purpose of documenting housing and

unding recommendations for housing and economic

development priorities. The 2002 plan also included an “Opportunity Fund” for housing and economic
development projects falling outside the specified categories.

1993 2002
Housing e $1.3M tfo incentivize new e  $1.425M to incentivize new infill
construction housing construction
e  $440K for rehabilitation of e $800K for rehabilitation and exterior
existing rental housing facade improvement
e  $2M revolving loan fund for
affordable housing construction
Economic e  $1.1M for job generating o  $2M for incentivizing acquisition and
Development activities rehabilitation of commercial
e $350K for commercial properties
revitalization e $800K for physical improvements
e $260K for educational services such as fagade renovations
e $250K for training and education
Other ¢ $1M Opportunity Fund to cover

grants and loans for additional
housing and economic development
opportunities

The tables below show some of the goals outlined in the respective plans along with reported outcomes of
housing and economic development projects implemented under the 1993 and 2002 plans.

1993 Plan Goals

1993 Plan Outcomes

Construct new single-family and multi-family
housing that is affordable to lower income
residents

269 housing units constructed

Acquire and rehabilitate existing rental housing

26 rental units rehabilitated

Create permanent jobs for lower income
residents of the Pocket

230 jobs created
180 were for low/moderate income people
126 jobs filled by Pocket residents

Eliminate blighted conditions and initiate
projects and public services that create a sound
environment for public and private investment,
commercial revitalization, and neighborhood
stabilization.

84 facades completed
$913K in private investment

Retain, expand, and attract new businesses to
commercial districts

94 business loans

$2.4M in loans to businesses and
organizations

592 organizations receiving technical
assistance

Increase education levels and training levels of
residents

1,061 students in educational programs




2002 Plan Goals 2002 Plan Outcomes

Construct new single-family and multi-family At least 171 housing units constructed or
housing that is affordable to lower income rehabilitated

residents

Acquire and rehabilitate existing rental housing At least 199 housing facades improved

Create permanent jobs in the Pocket for low- and
moderate-income residents by generating new
job, especially those with higher wages, and
reducing existing unemployment

To increase educational and training levels of At least 377 students benefited from educational
Pocket residents services

At least 70 new jobs created

In interviews with former HNEDF Committee members and community organizations, many spoke positively of the
impacts from the implementation of the 2002 Plan. Many commented on projects that had substantive impacts on
the community. Some of the more notable projects included:

e  WESST Corp Business Incubator: A $1.36M loan to close the gap on construction of a 2-story, 36K SF
LEED Silver building to offer common and leasable space to business start-ups. This space continues to
provide ongoing benefits for local entrepreneurs and for all Pocket communities.

e Arbolera de Vida: An $800K revolving construction loan to build 30 single-family homes, with 29 sold
through 2008.

e Greater Albuquerque Housing Partnership: $1.2M in construction loans for 35 homes in the
Martineztown and Barelas neighborhoods.

e United South Broadway Corporation: $400K for a commercial facade program. This project
leveraged HNEDF to secure $913K in private investment in the Pocket of Poverty. Southwest
Creations Collaborative: $75K for capacity building for job creation for low to moderate income
individuals.

When stakeholders were asked about projects funded through the 2002 Plan, there was general consensus that
all of the selected projects were successful with one notable exception. Broadway Vistas, a 20-unit condominium
project for low-moderate households faced considerable delays and conditions brought on by the Great
Recession slowed unit sales.

Further evaluation of the 1993 and 2002 HNEDF Comprehensive plans is limited by sparse documentation and
a lack of institutional memory. All City staff present during the 2002 Plan approval and implementation process
have since moved on from the City and new staff are not aware of previous processes or outcomes, outside of
what is presented in a few historical files. Similarly, former HNEDF Committee members and funding recipients
have not preserved significant documentation from previous plan processes and outcomes and, in some cases, are
limited to anecdotal insights.

FUND GROWTH SINCE 2008

As indicated in Figure 2 below, over the past decade, the HNEDF has grown by more than 50 percent due
to repayments and interest earnings from outstanding HNEDF loans. This 2022 HNEDF Fund Plan provides a
framework for guiding the allocation of$6.3 million in available funds to housing and economic development
projects in the Pocket of Poverty.



Figure 2: HNEDF Growth
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V. POCKET OF POVERTY TODAY

NEW AND EMERGING ISSUES IN THE POCKET OF POVERTY

When considering Pocket of Poverty’s demographics, economic distress and real estate market, it is clear
that Pocket of Poverty residents are still experiencing economic distress at higher rates than the surrounding
region. Unemployment and poverty rates remain stubbornly high, while median incomes lag well behind city
and county averages. In addition to high unemployment numbers, fewer Pocket residents attain advanced
educational degrees, likely inhibiting their ability to access higher-quality job opportunities.

Coupled with those difficult economic conditions, rents are increasing across the Pocket, making it more
difficult for residents and small business owners to afford their homes and maintain their places of business,
respectively. Future planning and redevelopment efforts (e.g. new professional soccer stadium, Rail Yards
project, trail projects, etc.), though potentially adding new amenities for residents, will likely only increase
rent pressures as property values are likely to increase.

Meanwhile, the Pocket of Poverty population has remained largely unchanged over the last twenty years,
while the population with Bernalillo County has grown by 24%, indicating that the Pocket is not benefiting
from broader regional growth. The Pocket has a more diverse population that the County with a majority of
Hispanic residents and 43% of residents identifying as non-white.

Based on these conditions, the City should leverage the above insights to make decisions on which projects
and programs best address these challenges. Specifically, the City should prioritize projects and programs
that:

e Propose to build new housing options that provide long-term affordability for low-moderate income
pocket residents

e Fund housing improvements that reintroduce distressed /condemned housing to market at affordable
rates

e Create quality job opportunities that pay living wages with strong benefits for Pocket residents

e Provide educational services to Pocket residents that enhance pathways to economic opportunity
and quality jobs

These conditions are further detailed and emphasized in the data analysis included below.! The analysis
below breaks the Pocket of Poverty into four quadrant areas: Northwest, Northeast, Southwest,and Southeast.
See the Figure 2 below for a map detailing the quadrant geographies and the corresponding neighborhoods
included in each quadrant.

The City recognizes that this is not a perfect grouping. The purpose of this data analysis is t0 evaluate the
current status of the pocket of poverty and demonstrate the need across the pocket. This data
analysis will not be used to prioritize funding for specific neighborhoods. While there are some
differences among the 4 quadrant groupings, overall this data analysis shows a high level of need for
housing and economic development across the pocket.

' Demographic and economic data is drawn from U.S. Census Bureau’s American Community Survey. The realestate data is drawn from CoStar, a
widely used national real estate database.



Figure 3: Pocket of Poverty Quadrants for Data Analysis
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POPULATION AND DEMOGRAPHICS

From 2000 to 2020, population growth across the Pocket has been largely stagnant. As detailed in Figure
4, not only has the Pocket population remained relatively similar over the past 20 years, but also, the
Northeast quadrant is the only quadrant experiencing population growth (9%). Other quadrants have either
seen population stagnation or decline since 2000. Compared to county-wide growth of 24 percent, the
Pocket has not captured the growth taking place across Bernalillo County.

Figure 4: Data Analysis—Population and Growth

PoP Population by Quadrant, 2000-2020

Population Growth,
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Analysis of racial dynamics across the Pocket suggest that Pocket residents are more racially diverse than
the larger County. As shown in Figure 5 below, 62% of Pocket residents are of Hispanic origin, a greater
proportion than Bernalillo County (51%). In addition, across Pocket quadrants there is a smaller percentage

of White residents as compared to the County.

Figure 5: Data Analysis—Race and Hispanic Origin
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In addition, Pocket residents have lower educational attainment compared to Bernalillo County. Only 57%

of residents have some college education compared to 66% at the county level. However, as seen below in

Figure 6, levels of educational attainment vary across the Pocket. For example, within the Northeast and

Northwest quadrants of the Pocket, residents with post-secondary degrees are relatively on par with county-
Educational Attainment by Quadrant

wide rates and higher than the Pocket average.
! _ '

23%
- 2k
NW NE SE

SwW Pocket of Poverty  Bernalillo County

Figure 6: Data Analysis—Educational Attainment
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ECONOMIC DISTRESS

Residents of the Pocket have higher unemployment rates, lower median household incomes, and higher
poverty rates than the regional average.

As seen below in Figure 7, Bernalillo County has a substantially higher median household income and a
substantially lower poverty rate than all quadrants of the Pocket, and lower unemployment than three of
four Pocket quadrants. Unemployment and poverty rates are highest in the Southwest quadrant, and median
incomes are lowest in the Northeast quadrant. Though the Northwest Quadrant is currently experiencing
lower degrees of unemployment and poverty, and has higher median household incomes than the rest of the
pocket, it is still generally experiencing high levels of economic distress.
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Figure 7: Data Analysis—Unemployment, Median Household Income, Poverty Rate
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REAL ESTATE CONDITIONS

Higher rents, lower vacancies, and increasing demand for new real estate development characterize the
office, industrial, retail, and multi-family rental markets since 2002 and suggest that while the real estate
market in the Pocket is growing, these conditions have not improved local residents’ economic prospects.

IMPACTS OF CURRENT ALBUQUERQUE PLANNING INITIATIVES

These pressures will only intensify as there are many new development projects in the pipeline that will
impact the local real estate market, drive demand upward, and potentially place increasing costs
pressureson low-income households and local businesses. While these new developments are exciting for
Albuquerque residents, they may create inhospitable economic conditions that produce neighborhood
displacement of residents and small businesses and overall gentrification. These projects include but are

not limited to:
e Rail Trail and Greater Downtown Urban Trail projects
® Rail Yards redevelopment

e Proposed stadium for the New Mexico United professional soccer team
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Figure 8: Data Analysis—Housing Affordability and Rent Burden

Housing Affordability by Quadrant
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Note: According to the U.S Census Bureau, a household is "rent burdened” when it spends >30% of income on housing costs.

Moreover, the Pocket is characterized by an older housing stock. According to the American Community
Survey, as of 2016, at least 50% of the Pocket’s housing stock was built prior to 1960, whereas only 19%
of Bernalillo County’s stock was built prior to 1960. As a natural consequence, older homes cost more to
maintain and often require that owners and tenants pay higher utility costs. Previous HNEDF plans have
highlighted the disproportionality of Pocket homes that are substandard, deteriorating, or in violation of
local codes as compared to the broader City and Bernalillo County. When combined with increasing rents
and an expanding rent burden, Pocket residents are facing enormous costs to maintain housing.

VI.COMMUNITY ENGAGEMENT RESULTS

GUIDANCE FOR USING COMMUNITY ENGAGEMENT INSIGHTS

The City should consider insights gathered from residents, community groups, stakeholders, business owners,
and other relevant constituencies as it makes funding allocation decisions. Allocations should consider the
insights put forth by stakeholders and community members alongside the data provided in the “Pocket of
Poverty Today” section beginning, as well as the data and community engagement information included in
the Appendix. When comparing different funding proposals, the City should consider how demographic and
socioeconomic insights align with the qualitative commentary offered by the community. That alignment should
provide clarity on the areas of greatest need and allocations should be directed to those identified areas.
More guidance on fund allocationis provided in the next section.

COMMUNITY ENGAGEMENT PROCESS

A community engagement process was developed to gather and incorporate feedback from residents,
business owners, and students within the Pocket of Poverty.

The community engagement process for the 2022 Plan sought to include diverse populations represented
within the Pocket of Poverty. Primary areas of focus included:

e Validating data analysis and understanding current on-the-ground housing and economic
development conditions within the Pocket.

e  Gathering input from Pocket communities on housing and economic development needs.

e Obtaining feedback, potential strategies, and actionable recommendations to include in the
proposed plan.



To ensure that the needs and interests of the community were infused as integral elements within the 2022
plan, the following key questions related to housing and economic development anchored the engagement

process.

Housing

1)
2)
3)

How have HNEDF funds impacted the state of housing within the Pocket since 20022
What are the Pocket’s current housing needs?

How can 2022 Plan allocations directed towards housing maximize impact?

Economic Development

1)
2)
3)

How have HNEDF funds impacted the state of economic development within the Pocket since 20022
What are the Pocket’s current economic development needs?

How can 2022 Plan allocations directed towards economic development maximize impact?

Guiding Principles

The community engagement process sought to engender respect and trust, centering the following as core
principles:

1)
2)

3)
4)
3)
6)

Intentional inclusion of the most vulnerable members of the Pocket.

Accessible and convenient engagement that accounts for limitations that could arise from language,
culture, location, physical accessibility, childcare, food, and transportation, among other
considerations.

A respectful, inclusive, and appropriate approach to engagement.
Conscious recognition of systemic racism, injustice, and inequality.
Timely, accurate, accessible, and relevant information shared to the community.

Transparent decision-making.

The Public Engagement Process Overview

The 2022 Plan’s community engagement was conducted over a 6-month period that included multiple
opportunities for community members, residents, local businesses and area stakeholders to contribute to the
process. These intentional efforts reached all neighborhoods represented in the Pocket of Poverty and their
insights are incorporated into the 2022 Plan. This strategy included the following efforts:

Developing a City of Albuquerque project website as a project clearinghouse. This website was
updated throughout the process with meeting dates, past presentations, and plan drafts.

Issuing a community survey to test the Pocket demographic analysis and to obtain community input
from English and Spanish speakers, with paper and digital response options (detailed analysis of
this survey is included in Appendix 2).

Hosting a community workshop and focus group meetings with key community stakeholders (overview
of these events are included in Appendix 2).

Engaging with local community groups and stakeholders in 1-on-1 and small group interviews.

Finding opportunities to expand participant diversity and include a deep variety of perspectives.

Community Engagement Narrative

Throughout the engagement conducted as a part of this strategy, one of the common themes expressed was
that each neighborhood within the Pocket is unique and there is no one-size-fits-all strategy that can meet



the needs of individual neighborhoods. That said, between the various methods of engagement, there are
clear areas of consensus among community members and stakeholders about needs across the Pocket.

Housing

Housing is a top priority and residents are concerned about rising costs of housing in the face of stagnant
wages. Renters are concerned that increasing demand and early signs of gentrification across the Pocket will
add further upward pressure on already increasing rents. If possible, renters want to purchase real estate,
but often do not know what they need to do to purchase housing or do not have easy access to capital with
favorable terms to support homeownership. Homeowners in the Pocket are facing different types of costs.
As mentioned earlier, the Pocket’s housing stock is older on average than the housing stock across the city
and county, burdening homeowners with additional costs. This is especially a concern for older, aging-in-
place homeowners who need to renovate homes to support how their lifestyles change with age. Overall,
these increasing pressures on housing affordability are contributing to a growing homelessness problem.

To respond to these needs the City should grant funding to projects that support reliable, affordable, well-
maintained housing options located in safe neighborhoods. This can include funding to support the construction
of new housing or renovating existing housing options, improve energy efficiency for low income households
to reduce housing utility costs, ultimately lending to wide of housing choices for residents (e.g., single and
multi-family, for-sale and rental, small and large, supportive housing for seniors). In addition, where possible,
the City can offer funding to local programs that support broader homeownership for Pocket residents
including funding courses that educate prospective first-time homeowners on how to buy and maintain homes,
creating rent-to-own opportunities, and working with local partners to develop financial products that
specifically support prospective first-time homeowners.

Overall, our engagements revealed that housing is the top concern for local residents and should be the top
priority for funding allocations. Any projects that seek to preserve or produce affordable housing, support
pathways for residents to secure homeownership, or support residents with the overall cost of housing are
tending to the needs of this community.

Local Businesses

Pocket residents are concerned about the health and longevity of current local small businesses. Some business
owners are interested in or considering expanding their operations but do not know how or lack the funding
to scale up. Also, in many cases, local storefronts on main commercial corridors are older and require
additional maintenance and upkeep to ensure that shops look aesthetically appealing and draw visitors in.
Especially given the economic conditions brought on by COVID-19, small businesses need support in
improving, sustaining, and growing their business.

Similarly, residents are also interested in supporting those who are looking to start their own business and
adding to the local economic base. There are local entrepreneurs interested in starting a business, but many
do not know how or lack the start-up capital sources to get their businesses off the ground.

Given these needs the City should allocate funds to projects and programs that help create sustain conditions
supportive of a thriving small, independent business scene. The Fund should support training and capacity
building for small business owners and entrepreneurs and particularly, M/WBEs. In addition, to support
vibrant commercial corridors and opportunities for business retention and expansion, businesses need support
for facade and infrastructure improvements to improve neighborhood aesthetics and walkability.

Economic Opportunity

As residents struggle with higher costs, they are interested in having access to quality jobs offering living
wages ($15+/hr) and benefits (e.g., health insurance, retirement plan, etc.) However, not all residents are
positioned to access these quality jobs. Residents indicate that there is a need for greater availability of and
access to relevant courses, job training programs, and other educational opportunities and pathways that
can prepare them for new opportunities paying higher wages. In addition, some Pocket residents are limited



by childcare needs, inconsistent transportation availability, or other service limitations that prevent them from
accepting new job opportunities.

In response, the City should fund projects that create quality jobs. Investments across funding categories will
generate job creation, and the City should ask respondents to detail the quantity and quality of new jobs
that will be created from new projects or program. In addition, the City should privilege proposals that
create pathways to desirable employment outcomes and protect a person’s ability to accept new work
opportunities. Such pathways and protections can include, but are not limited to:

o Availability of and access to affordable daycare

o Availability of and access to after-school programming

o Availability of and access to affordable transportation

o Availability of and access to job training and workforce development opportunities
o Business education opportunities

o College affordability support (e.g., scholarships, debt repayment)

In addition, Pocket residents also indicated a desire for additional health and wellness services such as
grocery stores, additional parks and open space, and other affordable nutrition and health offerings. The
City should provide additional consideration to proposals that promote community health and wellness.

A Neighborhood-Specific Approach

As mentioned, residents continuously emphasized that each neighborhood within the Pocket is unique and has
unique needs. Not only should the City consider such individual needs, but also consider how each project
may impact a neighborhood. For example, new development in any neighborhood should reflect and
preserve existing community character and meet community needs.

Engagement efforts included four neighborhood-specific focus groups (South Broadway, Wells Park, Santa
Barbara/Martineztown, and Barelas) with local organizations that spoke directly to their neighborhood’s
needs. While the City considers which projects to fund across the Pocket geography, it should consider the
following guidance elevated by local community and identified as the neighborhoods greatest needs.

South Broadway

Residents requested that the City prioritize proposals for South Broadway that support:
e Home renovation and repair

e New housing — including first time home ownership, rehabilitation, education for first time
homeowners and of new and diverse housing stock

e  Enhanced childcare access

® New job training opportunities

e Local business retention and attraction along Broadway Boulevard

e Enhancing community resources for City programming and activities within the community

e Ensuring that youth and seniors to remain in the community

Wells Park

Residents requested that the City prioritize proposals for Wells Park that support:



e Housing affordability for different typologies

e New infill development.

Santa Barbara/Martineztown

Residents requested that the City prioritize proposals for Santa Barbara/Martineztown that support:

o Education for homeowners on financial options to retain homes

e  Funds for housing rehabilitation and renovation

e Job training
e Facilities for community members to sell products made in the community
e Parent-child education

e Assistance accessing community service and benefits programs.
Barelas

Residents requested that the City prioritize proposals for Barelas that support:
e Supporting a vibrant commercial corridor on 4t street
®  Prioritizing smaller housing to provide affordable housing for community members

e Fagade improvements

Gentrification prevention

e Organizational capacity building for existing community organization



VIil. HNEDF FUNDING ALLOCATION CRITERIA
10-YEAR FUND GOALS AND OBJECTIVES

HNEDF funding will be prioritized for projects that provide long term and sustainable benefits for
low and moderate income residents of the pocket of poverty. Based on the needs identified through
data analysis and community engagement and potential solutions to address those needs, the following goals
and obijectives should steer project and program allocation decisions.

Goal 1: Produce and preserve housing units affordable for low-middle income residents.
Goal 2: Create quality jobs ($15+ /hour with benefits) specific for Pocket residents

Goal 3: Rehabilitate buildings and improve facades for housing and commercial properties
Goal 4: Support entrepreneurs and small businesses in growing their companies

Goal 5: Create and/or support pathways and services that enhance resident access to economic opportunity
(e.g., new jobs, homeownership, etc.)

Goal 6: Leverage private investment alongside HNEDF funds
Goal 7: Allocate funds towards M/WBE and businesses and organizations located within the Pocket.

The City should follow up with each organization it allocates money to and collect information on the nature of
impacts associated with each project. This information will provide additional insights as to the effectiveness of
the Fund and how it improves the lives of Pocket residents.

FUNDING ALLOCATION CATEGORIES

Per the HNEDF Ordinance, 50 percent of funds are to be allocated to housing projects and 50 percent to
economic development projects in any two-year period. Administrative costs will also be allocated to the fund
in the amount 10% of the current fund balance not to exceed $630,000.00. Administrative costs may
include: contract development and administration, HNEDF committee coordination, fiscal management including
processing payments, monitoring, other administrative duties related to HNEDF. Therefore, the remaining
balance will be allocated as follows: $2,835,000.00 for housing and $2,835,000.00 for economic
development.

Within the broad areas of housing and economic development, the City will consider proposals that fall into
the following six categories from the 2002 plan. These priorities have been affirmed as continued
priorities throughout engagement efforts with the community. The additional descriptions include specific
funding preferences voiced throughout the engagement process or elevated through data analysis.

These categories may be changed based on evolving needs over time, and distribution among the funding
categories will remain flexible as needs and conditions change. Funding will also be allocated as necessary
for planning and evaluation of HNEDF-funded housing and economic development projects.

The categories of use for housing funds are:

1) New for-sale and rental housing construction:

Provide the funding necessary for developers to build a variety of housing options in one or



more of the following categories, all of which should be affordable to low-moderate income
Pocket residents:

Single family,

Multifamily,

For-sale,

Rental,

Housing with a mix of typologies,

Housing catering to families,

Housing catering to seniors,

Housing that is accessible to disabled residents, and/or
Housing with a mix of unit sizes.

2) Housing rehabilitation:

3)

Make funds available for:

Acquisition and rehabilitation of existing housing,

Housing improvements that support senior citizens and disabled residents,

Add energy conservation upgrades to existing housing,

Property rehabilitation of rental apartments, single family homes, and other typologies.

Technical services:

Make funds available for eligible organizations to hire professionals with the expertise to

support:

Development of vacant lots with affordable housing,
Education for first-time homeowners,
Educational opportunities instructing students on how to build housing, and/or

Other technical and supportive services that attend to Pocket housing needs for a range
of beneficiaries.

Applicants would apply for these funds in conjunction with a specific approved project.

The categories of use for economic development funds include:

4) Commercial property acquisition and rehabilitation:

5)

Make funds available for:

Acquisition,
Demolition,
Environmental remediation, and /or

Rehabilitation of commercial properties that need subsidization to become
economically feasible to redevelop.

This can include the acquisition of nuisance and vacant property to eliminate blight and secure
future development opportunities for public, private, or community-based groups.

These opportunities should be considered highest priority if they directly meet neighborhood
service needs such as grocery stores, day care facilities, or after-school programming sites.
The activities must result in the creation or retention of quality, living-wage jobs for Pocket
residents.

Physical improvements:

Make funds available for physical improvements in the Pocket to create a sound environment
for private investment and thriving commercial corridors.



The funds can be used for improvements that:
e Complement or enhance existing City programs in the public right of way,
e Promote walkability and improve neighborhood aesthetics, and /or
e Improve the fagades of businesses.

6) Training, education, and supportive programming

Make funds available for training, education, and supportive programming that directly benefit
residents of the Pocket and create pathways and supports for business growth, wealth creation,
and/or quality employment, especially for M/WBE organizations.

VIIl. IMPLEMENTATION STRATEGIES

TWO YEAR PROGRAM
Each odd numbered year, a program will be developed for utilization of the fund
income anticipated during the upcoming two fiscal years. The program shall

substantially conform to the adopted ten-year plan as adopted by the Council.

CITY OF ALBUQUERQUE

If it is determined that a Department within the City of Albuquerque has the capacity to successfully
carryout an identified project, the City may allocate funds to that specific Department to carryout said

activities through a Memorandum of Understanding. Any project administered by the City of Albuquerque
must align with the intent of the fund and meet the threshold criteria listed below. Before any HNEDF funds
are allocated to a City Department, the following process must be followed:

e  The Department that wishes to administer the proposed project will submit a written proposal, to include at
minimum a project narrative, budget, workplan and anticipated project outcomes. The requesting
Department will also be required to attend a HNEDF meeting to present the proposal and answer any
questions.

e The HNEDF committee , along with DFCS staff will review the proposal. The committee will evaluate
whether the proposed project is aligned with the Plan and meets the threshold criteria listed below. Based
on the evaluation, the committee will make a recommendation to either fund or not fund the proposal. .

e [f the City proceeds with a project after a “do not fund” recommendation from the committee the DFCS
Director must submit a written justification to the HNEDFC Committee

[ ]

Department/Division proposing a project must submit a proposal and budget and must meet the threshold
criteria. The proposal will be brought before a subcommittee comprised of two HNEDF committee members
and two DFCS staff members for review and recommendation before the allocation of funds. If the City
proceeds with a project after no recommendation from the subcommittee, the DFCS Director will submit a

written justification for the use of funds.

SOLICITATION OF FUNDING PROPOSALS

The City will follow all procurement rules for solicitation and adhere to the Department of Family and
Community Services Administrative Requirements which may be found on the City of Albuquerque’s website.



The City can issue periodic Requests for Proposals (RFP) for the specific housing and economic development
categories listed above or for projects within the parameters of the HNEDF plan. The Department of Family
and Community Services will generate these RFPs and ensure that responding organizations can describe
how proposed projects would meet various criteria and priorities for HNEDF funding and meet typical City
procurement requirements. These requirements are discussed in greater detail in Appendix 4 and are further
clarified on the Department of Family and Community Services website:

https://www.cabq.gov/family /partner-resources/request-for-proposals

The City will form an ad hoc committee of City staff and HNEDF Committee members to evaluate and rank
submitted RFPs in accordance with the principles described below, for ultimate contract decision making by
the City.

ROLE OF THE HNEDF COMMITTEE

The fundamental role of the HNEDF Committee is to review and provide recommendations for the allocation of
HNEDF funds, subject to City procurement policies and regulations.

RFPs will be processed in compliance with the DFCS social service procurement guidelines. The ad hoc
committee will be assembled in compliance with those rules. At least one-third of the ad hoc committee will be
comprised of HNEDF committee members. .

Conflict of Interest
City staff and any designated HNEDF Committee member will not be appointed to an ad hoc committee
where there is an identified conflict of interest.

FUNDING PRINCIPLES & PRIORITIES

Proposals will be evaluated based on specific criteria. Threshold criteria and scored criteria will be evaluated.
Each proposal will differ depending on the type of project being evaluated. While proposal evaluations will
differ slightly, the information below will serve as a guide on proposal evaluation.

® Threshold Criteria: These criteria are mandatory. Each proposal MUST be in alignment with these
thresholds.

o Scored Criteria: These criteria will be scored, the proposal(s) with the highest scores will be selected.

Threshold Criteria
Proposals must:

e Be financially sound

e Create long-term benefits for Pocket residents

® Produce tangible outcomes

e Have appropriate administrative and operating costs

® Preserve the architecture and culture of residents of existing neighborhoods

Housing proposals will support households that are below 80 percent AMI, especially households below
50 percent AMI.

Economic development proposals will promote neighborhood businesses and /or employment, including
startup businesses, self-employment, existing businesses or entrepreneurship of Pocket residents.

Scored Criteria
Scored criteria will be used to evaluate and choose between different proposals. These criteria include:


http://www.cabq.gov/family/partner-resources/request-for-proposals

e Leverage other funding sources

e Complement rather than substitute for or duplicate funding sources that support existing programs

e Coordinate efforts to develop public-private partnerships

e Coordinate housing and economic development activities for neighborhood revitalization

o Build capacity within sponsoring organizations

o Create opportunities for Pocket homeowners, tenants, and business owners to participate in the design,

financing, construction and management of the facilities

® Promote self-sufficiency and independence

® Provide services and facilities which lie outside the normal basic service delivery of the City

[ ]

® Balance funding recipients by geography, size, and ownership /leadership
o Extra consideration will be given to proposals from firms and organizations that are based
within the neighborhoods and communities in which funds will be spent, smaller in size, and/or
locally owned or managed. Extra consideration will all also be given to proposals from
organizations outside the neighborhood or communities in which funds will be spent, but that has
partnered with an organization located within the neighborhood or communities where funds will
be spent. HNEDF was established to support Pocket residents, neighborhoods, businesses, and
organizations. When the City funds proposals from local businesses and organizations, the funds
not only support investment within neighborhoods, but also in local businesses or organizations. In
addition, Pocket businesses and organizations are best positioned to understand local needs and
how to preserve neighborhood culture, history, and lifestyle. Investing in smaller organizations
encourages growth, builds capacity, and promotes community self-sufficiency and independence.

¢ Include Minority- and Woman-Owned Business Enterprise (M/WBE) firms and organizations in

proposals
o Pocket neighborhoods are characterized by greater population diversity relative o the
region. Historically, businesses and organizations that are minority- or woman-owned have
faced greater burdens in starting and sustaining operations and have been less likely to have
access to capital resources. Moreover, minority woman-led households have historically faced
burdens that limit their access to wealth creation pathways. Encouraging investments in M /WBE
enterprises will help enhance pathways to wealth creation for more vulnerable residents.

e Support neighborhoods that have not previously received funding
o The City will seek to ensure that neighborhoods that have received less support in the past
from the HNEDF have a chance to obtain funding going forward. This principle should be
balanced with the need to prioritize resource allocations for the most distressed neighborhoods,
regardless of past funding levels, as described above.

® Meets unmet needs for goods and services in the neighborhood.

BALANCE BETWEEN GRANTS AND LOANS

HNEDF is a dedicated source of funding for the Pocket of Poverty, meant to provide direct support to Pocket
neighborhoods. In keeping with Fund principles, allocations should be directed to maximize the benefit to
Pocket residents, businesses, and other beneficiaries. This principle is best accomplished when funds are given
to beneficiaries directly as a grant, without expectation of repayment. Therefore, while grants and loans
can each be issued in response to an applicant’s circumstances, the City should seek to offer grants when it
maximizes the benefit to the beneficiary.

There may be instances when the City may wish to consider offering a loan instead of a grant. This decision
should focus on the beneficiary’s ability to pay back a loan. For example, smaller organizations with less
revenue may benefit substantially more from a grant and have more difficulty in paying back a loan. Larger
and more established entities with greater recurring revenue sources are likely better able to pay back
loans and therefore may be a better candidate for a loan. Loans are particularly appropriate for certain
construction projects with a clear source of repayment.

The City may also consider funding awards in which loans may be forgiven if organizations meet specific



goals such as job creation, offering more deeply affordable housing units, etc.

Regarding loans, it is important to note the high costs associated with their administrative oversight.
When loans are issued they require oversight and the City must dedicate staff resources throughout the life
of each loan. The City is concerned with its ability to consistently provide these services over time.

EVALUATION AND MONITORING STANDARDS

Following the 2002 Plan, there was little institutional knowledge or documentation that can describe whether
the projects funded under the guise of that plan were successful. If there were formal evaluation and
monitoring procedures in place, there is little documentation detailing those efforts and all City staff from
that period have been replaced. While former members of the HNEDF Committee and community
organizations offered some qualitative insights about previous plan efforts, they were limited in what they
offer.

To avoid this problem in the future, the City should take on a role to monitor how funds are spent and
regularly evaluate funded projects against the goals of the 2022 HNEDF Plan. This will require some
investment from either the City or the Committee to add the necessary capacity to track allocated funds and
the impact those funds have. This should include annual check-ins with project and program managers that
benefit from funding, for which they should submit documentation regarding project and program impacts.
Such efforts are essential to preserving the Fund’s institutional memory and the understanding funding
successes and challenges.

FINANCIAL PLAN & OVERALL FUND SUSTAINABILITY

The HNEDF grew from $4.0M to $6.3M between 2009 and 2020 as payments were made on outstanding
loans and only a few new allocations were made. As of 2020, there was $630K remaining in expected
payments on outstanding HNEDF loans.

Given that this is a ten-year plan, allocations could be made over a ten-year period. The City could allocate
roughly $630K/year to stay on pace throughout the ten years without fully exhausting the Fund before the
Plan’s term ends. The City may find it advantageous to allocate more money than the $630K /year in some
years and allocate less than that amount in others, varying with the nature of funding opportunities and when
they arise. As the City spends above or below the average mark per year, it should adjust how it allocates
dollars in future years to preserve funding for opportunities throughout the plan’s full ten-year term.

As the 2022 Plan is implemented, new allocations will outstrip incomefrom these remaining loan payments,
causing the fund balance to decline over time. Given the persistent needs of Pocket neighborhood residents
and businesses, it is likely that additional economic development and affordable housing support will be
needed in these neighborhoods for years to come. As such, the City and civic and philanthropic partners
should anticipate the eventual exhaustion of the HNEDF, whether at the end of this next 10-year cycle or
beyond, and work to identify additional programs and sources of funding to support the long-term needs of
Pocket neighborhood residents and businesses.

In addition, prioritizing projects that have long-term benefits for Pocket residents and businesses will allow
the benefit of HNEDF allocations to extend farther into the future, even if the fund itself diminishes over time.



VI. APPENDICES

APPENDIX 1: Pocket of Poverty Boundaries with Neighborhood Associations

Figure A.1.1.: Pocket of Poverty Neighborhood Map
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Appendix 2: Detailed Overview of Community Engagement Efforts
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Community Survey

A community survey made available to the public assessed how demographic and socioeconomic data
aligned with resident, worker, and student experiences. This survey was accessible online and in hard copy
format. The survey included 15 questions related to housing and economic conditions in the Pocket and
included additional questions regarding personal demographic information that were optional.

The survey was made available online, on the City’s HNEDF project website, accessible via link, QR code,
and in paper format at community libraries. Posters and fliers were posted at local community businesses
and organizations, including grocery stores, childcare facilities, community-based organizations, coffee
shops, restaurants, community centers, libraries, etc. and were shared at neighborhood meetings. Survey
information and links were also emailed to neighborhood associations within the Pocket, local churches and
community organizations, community leaders, and via community organization list serves. The survey opened
in July 2021 and closed in September 2021.

As displayed below in Figures 9 and 10, community members—including residents, workers, business owners,
and students—from all Pocket neighborhoods submitted 196 responses, with the average respondent having
lived, worked, or studied within the Pocket for 11 years.

Figure 9: Respondents by Neighborhood?

Percent Respondents: Diversity of Neighborhood Representation
46%

22%
19%

15% 16%
12% 1% 10%  10%

3 Percentages may add up to greater than 100% as respondents were able to select more than one choice.
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Figure 10: Respondents by Pocket Connection

Respondent Connection: Predominance of Residents and Employees

81%

42%

16% 14%
7%

Resident Employed Business Owner Student Other

Respondents answered questions on several different topics related to housing and economic development.
As detailed in Figure 11, survey respondents were asked to assess their level of concern regarding different
housing topics. Respondents most often cited concerns about homelessness and housing affordability. In
addition, when asked about overall funding priorities that HNEDF allocations should address, respondents
also most frequently cited housing as the highest-priority challenge in the Pocket as compared to education,
jobs, and support for businesses. These priorities are detailed in Figure 12.
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Figure 11: Respondents Housing Concerns

Respondents Highly Concerned About Homeless and Affordability
75%

61% 60%

42%

Housing the unhoused Housing affordability Crime and security Costs of maintaining
older homes

Figure 12: Respondents Funding Priorities
Respondents Believe Housing Should Be Top Priority

78%

Housing Education Jobs Business Support

Respondents were also asked about new employment opportunities and their preferred job characteristics
and benefits from potential job creation. As shown in Figure 13 respondents were most interested in quality
jobs paying living wages, followed by benefits and workers’ rights.
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Figure 13: New Job Characteristics

Respondents Most Interested in Living Wage Jobs

92%

47%
42%

Living Wage Benefits Workers' Rights Job Security

When respondents were asked about their concerns regarding local small businesses, respondents voiced
concerns about sustaining local businesses, public safety and gaining access to more retail and services.
These results are shown below in Figure 14.

Figure 14: Local Business Concerns

Respondents Want to Protect Local Businesses and Attract New

Services
62%
56%
I 45%
Keeping businesses in the area Crime and security Need for more shopping/services

When asked to provide more detail about the types of retail and services respondents would be most
interested in attracting to their neighborhoods, they were most interested in new grocery stores, parks and
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open space improvements, affordable daycare, and affordable nutrition options. As shown in Figure 15, this
suggests that respondents are most interested in services and amenities that promote health and wellness
and an overall higher quality of life.

Figure 15: Desirable Neighborhood Services

Respondents Most Interested in Health & Wellness Services

70%
63%

52% 52%

Grocery stores Park & open space Affordable daycare Other
improvements affordable/nutrition
options

Finally, when respondents were asked about their concerns regarding education for students and residents
within the Pocket, they were most concerned about access to services that create pathways to quality jobs
such as college affordability, resources to support skill development in reading, and job training, or
services that support working parents, such as access to after-school programming, daycare, and
transportation. These preferences are detailed in Figure 16.
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Figure 16: Education Concerns

Respondents Interested in Pathways to Opportunity and Enhanced
Access to Quality Jobs

54% 53% 520

44% 43% 43%

College Reading skills Access to after- Access to Access to job Access to
affordability school daycare training transportation
programming services

Community Visioning Session

On August 10, 2021, the City hosted a community listening workshop with in-person and virtual components.
The workshop was physically held at the Barelas Community Center following public health guidelines
required at the time and virtually over Zoom. Simultaneous Spanish translation was provided via headphones
for in person users and in a separate Zoom breakout room for virtual users. The session was recorded, and
both the recordings and presentation slides were posted on the City’s 2022 plan website in both English and
Spanish.

31 people attended the workshop, of which 7 attended in-person and 24 virtually. Representatives included
residents, City staff, community organization leaders, and business owners. The workshop included a project
and community analysis overview and a facilitated discussion on community concerns and ideas for future
fund impact.

Community members voiced several concerns about different topics including, but not limited to:
e  Gentrification and displacement
e Household and resident access to capital
o Homeownership education and support
e Access to capital for start-ups and existing businesses
e Building/home repair and maintenance support
e Need for new housing
o Llimited availability of current housing

o Lack of community amenities and services.
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Community Group & Stakeholder Interviews

Throughout the plan development phases, community groups and stakeholders were engaged to provide
targeted feedback on their areas of expertise and concern relating to housing and economic development
within the Pocket. The following groups were consulted:

Albuquerque Healthcare for the Homeless

City of Albuquerque Metropolitan Redevelopment Authority
Greater Albuquerque Housing Partnership

Homewise

Sawmill Community Land Trust

United South Broadway Corporation

WESST

Former and current members of the HNEDF Committee

Several local stakeholders with current and former leadership positions within the Pocket

These groups provided additional information about the following needs within Pocket neighborhoods.

Housing

Rent-to-own housing options
Home improvements to support aging-in-place housing for seniors
Subsidies and pathways for low-income, first-time homeowners

Production and preservation of affordable housing across housing types with different unit mix and
sizes included

Economic Development

Facade improvements for local small businesses
Resources to support estate planning for low-income families
Training and capacity-building opportunities for entrepreneurs and small business owners

Access to credit for entrepreneurs and small business owners, particularly for minority and woman-
owned business enterprises (MWBEs).

Workforce development opportunities to support training in skilled trades

Direct services to the unhoused population

Community Focus Groups

Four community focus groups were held after the public community workshop at the request of individual
community groups:

2)

A virtual meeting was conducted with 11 members of the South Broadway Neighborhood Association
on September 9, 2021. Community members voiced several concerns about different topics
including, but not limited tfo:



The plan area boundaries specifically related to the inclusion of the primarily business-
centric downtown area

Home renovation and repair needs

Housing needs — including first time home ownership, rehabilitation, education for first time
homeowners and of new and diverse housing stock

Childcare

Job training

Supporting local business retention and attraction along Broadway Boulevard
Diminishing community resources for City programming and activities within the community

Providing support to ensure that youth and seniors to remain in the community

Attendees placed particular emphasis on the point that all communities within the Pocket are
different. Each have different needs and it is important to listen to each community in developing
housing and economic development strategies.

3) A well-attended virtual meeting was conducted with the Wells Park neighborhood on September
14, 2021. Neighborhood residents expressed opinions including:

Plan should prioritize neighborhoods that have not received funding previously.

Plan should distinguish between issues faced by Wells Park vs. Sawmill, though the
neighborhoods have historically been grouped together.

Single family housing in the neighborhood is insufficiently affordable.

Plan should support infill development.

4) On September 16, 2021, the Santa Barbara/Martineztown annual neighborhood association
meeting included a focus group on the upcoming 2022 Plan. The meeting was well attended.
Community members voiced several concerns about different topics including, but not limited to:

Education for homeowners on financial options to retain homes

Funds for housing rehabilitation and renovation

Job training

Facilities for community members to sell products made in the community
Parent-child education

Assistance accessing community service and benefits programs.

5) On September 23, 2021, six participants joined a focus group with the Barelas Community Coalition.
Community members voiced several concerns about different topics including, but not limited to:

Prioritizing smaller housing to provide affordable housing for community members
Supporting a vibrant commercial corridor on 4t street,

Facade improvements

Gentrification prevention

Organizational capacity building for existing community organizations.



The discussion also included prioritizing funds for projects in the pipeline and projects led by
organizations with proven organizational capacity and direct ties connections to the community.

Summaries of each community meeting were developed for each of the facilitated meetings and sent to
community participants for review and comment.
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RESOLUTION

STRENGTHENING AND RE-AFFIRMING THE CITY OF ALBUQUERQUE’S
COMMITMENT TO ADDRESSING RACIAL AND SOCIAL INEQUITY.

WHEREAS, Article VilI of the City Charter states that, “The Council shall
preserve, protect and promote human rights and human dignity...and shall
prohibit discrimination on the basis of race, color, religion, sex, national origin
or ancestry, age or physical handicap”; and

WHEREAS, the Albuquerque City Council affirmed its commitment to non-
discrimination and equal opportunity through passage of Ordinance 106-1973
establishing the Human Rights Board, Ordinance 2-6-5-1 , et. al. seq.,
establishing the Americans with Disabilities Act Advisory Council, Ordinance
5-6 ROA 1994 establishing the Minority Business Enterprise act, Commission
on American Indian and Alaska Native Affairs, Ordinance 2-6-6-1, et. al. seq.,
and R-18-7 strengthening the City’s status as an immigrant friendly city; and

WHEREAS, the City of Albuquerque Cultural Services Department in June
of 2020 established the Race, History and Healing Project, steered by a
community engagement team to support meaningful and difficult
conversations about Albuquerque’s shared cultural resources with an open
invitation to all community voices and a steadfast commitment to collective
solution building; and

WHEREAS, The City of Albuquerque is committed to working toward better
addressing racial disparities, and to achieving equity across all populations
and indicators; and

WHEREAS, The City of Albuquerque is committed to working toward better
addressing racial disparities and equity concerns in all programs, services,
commissions, boards, budgets, and CIP services; and

1
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WHEREAS, The City of Albuquerque defines inequities as disparities in
health, mental health, economic indicators, housing, education, or social
factors that are systemic and, therefore, considered unjust or unfair; and

WHEREAS, the City acknowledges that structural and institutional racism,
have led to racially disparate outcomes in many aspects of quality of life; and

WHEREAS, for the purposes of this legislation the following definitions are
adopted:

“Equity” recognizes that advantages and barriers exist and that not
everyone starts from the same place. Equity means eliminating disparities in
policy, practice and allocation of resources so that race, gender, religion,
sexual orientation, income and zip code do not predict one’s success while
also improving positive outcomes for all.

“Diversity” means the presence of different races, genders, ethnicities,
religions, abilities, nationalities, and sexual orientations in decision making.
Diversity exists within groups among people of color and in relationships with
others, particularly people of color.

“Inclusion” means diverse people with different identities feel welcomed
and valued; and

WHEREAS, race and social equity require partnership in the planning
process resulting in shared decision-making and more equitable outcomes
that strengthen the entire city; and

WHEREAS, because the City benefits from the diversity of its population,
the city desires to incorporate the expertise of those most negatively impacted
by inequity in the identification and implementation of policies, programs, and
budget processes and decisions; and

WHEREAS, 59% of the residents of Albuquerque are people of color and
our city is becoming more diverse, with growth driven by communities of
color; and

WHEREAS, working poverty is on the rise in Albuquerque, with too many
fulltime workers of all backgrounds not earning enough to make ends meet;

and
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WHEREAS, 18% of male and 26% of female Native American adults aged
25-64 working full time in Albuquerque still live below 200% of the Federal
Poverty Level; and

WHEREAS, 25% male and 18% of female Asian or Pacific Islander adults
aged 25-64 working full time in Albuquerque still live below 200% of the
Federal Poverty Level; and

WHEREAS, 18% male and 15% of female Latino adults aged 25-64 working
full time in Albuquerque still live below 200% of the Federal Poverty Level; and

WHEREAS, 16% male and 18% of female Black adults aged 25-64 working
full time in Albuquerque still live below 200% of the Federal Poverty Level; and

WHEREAS, 8% male and 6% female White adults aged 25-64 working full
time in Albuquerque still live below 200% of the Federal Poverty Level; and

WHEREAS, the basic premise of equity holds that cities can attain stronger
and more resilient economic growth for everyone by working toward racial
and social equity; and

WHEREAS, According to the Equity Profile of Albuquerque conducted by
PolicyLink, people of color pay too much for housing in Albuquerque, whether
they rent or own, with Asian and Pacific Islander populations having the
highest rate of homeowner housing burden, and more than half of Black and
Latino renter-occupied households paying more than 30% of their incomes in
rent; and

WHEREAS, For the first time in 2018, the City of Albuquerque began
collecting demographic data on the ownership of companies with whom it
does business; and

WHEREAS, The Minority Business Enterprise Ordinance calls for the City
of Albuquerque to actively solicit information from such firms regarding
unnecessary problems, requirements, or barriers involved in doing business
with the city that might be ameliorated, such as the inability to obtain bonding,
financing, or technical assistance; and

WHEREAS, The Minority Business Enterprise Ordinance supports the City
of Albuquerque to encourage prime contractors providing goods and services
to the city with regard to subcontractors involved in such work to assure a fair

share of business for minority and women business enterprises; and
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WHEREAS, the City of Albuquerque has begun to collect and analyze the
demographic information of applicants for city jobs, new hires and incumbent
employees that will be used to help guide decision making; and

WHEREAS, All persons authorized to work in the United States, regardless
of nationality or citizenship, are entitled to fair and equitable access to
municipal jobs, and benefits; and

WHEREAS, the strategies necessary to address racial and social equity
transcend any one department and require intention and action at the policy,
process, program and service delivery levels of municipal government; and

WHEREAS, the establishment of racial equity goals and action plans by
each department serves to catalyze the actions necessary to achieve those
goals and objectives; and

WHEREAS, applying a racial equity analysis may assist departments in
examining the distribution of benefits and burdens of municipal decision-
making processes; and

WHEREAS, the establishment of the Office of Equity and Inclusion as a
Director level Department demonstrates the City of Albuquerque’s
commitment to advance racial and social equity; and

WHEREAS, the Office of Equity and Inclusion’s role is to inspire and equip
city government by providing education, training, data, analysis, tools and
other support necessary to achieve equity goals; and

WHEREAS, The Office of Equity and Inclusion has been established to
provide technical assistance, training and tools to all City of Albuquerque
departments and divisions to ensure inclusive outreach and equitable
opportunities for all people.

BE IT RESOLVED BY THE COUNCIL, THE GOVERNING BODY OF THE CITY OF
ALBUQUERQUE:

Section 1. The City of Albuquerque Office of Equity and Inclusion shall
recommend to the Mayor indicators related to equity and inclusion to be
included in the City's five-year goals, guided by the following principles:

Committing to Equity, Embedding Equity: Performing an equity analysis

prior to executing decisions;
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Ensuring Equity in Resource Allocation: Equitably distributing resources

and services to vulnerable groups;

Striving for Equity and Inclusion in Public Messaging: Conducting targeted
outreach, in languages accessible to non-English speakers and other
marginalized groups;

Being Transparent and Using Data in Decision-making: Capturing and
analyzing data and using it to help guide decision making that would aim to
reduce disparity;

Involving persons and communities of color and social diversity in the

decision-making processes: Using equity analysis as put forth by the City of
Albuquerque to endeavor to meaningfully involve persons and communities of

color, those experiencing poverty, and people living with disabilities and of
social diversity in the decision-making process while abiding by process
transparency and responding in a way that is accountable to all communities.

Section 2. The City of Albuquerque shall use Racial Equity Toolkits and
other best practices and technical assistance to understand the distribution of
benefits and burdens of policy, process, program and budget decisions
wherever practicable.

Section 3. The City of Albuquerque Office of Equity and Inclusion shall
conduct targeted, mandatory trainings for City of Albuquerque administrators
including the Mayor's Office, City Councilors, Department Heads and other
staff as appropriate, to include, but not be limited to, curriculum developed by
the Office of Equity and Inclusion, Racial Equity Tool Kits and other best
practices, subject to budget, and time constraints and staffing availability, and
endeavor to provide trainings to other non-mandatory staff as budget, time,
and staffing allow.

Section 4. The City shall support the start-up and growth of businesses
owned by people of color and women through inclusive contracting and
creating equitable business support systems, intentionally seek to remove
barriers for entry and build capacity within the small business community.

Section 5. The City shall prepare youth and workers of color for
tomorrow’s jobs by growing local talent through education and workforce

strategies that equip youth and workers with the skills and encourage but not
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fund postsecondary education or credentials needed for careers in growing
industries.

Section 6. The City shall ensure equal access to affordable and quality
housing by following goals, policies, and actions included in the City of
Albuquerque & Bernalillo County (ABC) Comprehensive Plan that are intended
to help expand housing type options, ensure affordable housing in rural,
suburban, and urban locations, and address housing and related services for
vulnerable populations and those experiencing homelessness.

Section 7. The City, shall begin to complete a data collection plan and
shall consult with the City Attorney or their designee prior to finalizing such
plan. The plan shall include a process to begin collecting and reviewing
demographic and geographic data in the delivery of programs and services
and in community engagement processes. The Office of Equity and Inclusion
shall regularly review and provide recommendations on indicators of
important community conditions related to equity and inclusion, for the City's
five-year goals. The Mayor’s Office and City Council shall receive annual
reports from the Office of Equity and Inclusion outlining the results of
demographic and geographic data to inform future decision-making regarding
policies and practices. The Office of Equity and Inclusion may propose to the
Mayor ways to arrange for statistically sound analysis to identify trends in the
data that encompass both historic and future impacts. During the pendency of
United States v. City of Albuquerque, 14-cv-1025, no City department, other
than as identified in a court order, shall collect data from Albuquerque Police
Department or make recommendations to the Albuquerque Police Department
based on a data analysis. Each Department shall identify an equity liaison who
shall report directly to the head of the Department and who will be responsible
for managing and reporting on that Department’s equity assessment program.

Section 8. With the assistance of the Office of Equity and Inclusion, each
Department shall conduct a racial equity assessment and develop a racial
equity action plan of that Department’s practices, policies, expenditures, and

distribution of resources which will be included in the budget process.
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Section 9. During the City’s annual budget review process each agency
shall include in its report to City Council an equity note for internal review;
and City Council may ask questions as needed.

Section 10. The Mayor’s Office and City Council will endeavor to work with
the Office of Equity and Inclusion to review the City’s Public Boards,
Commissions, and Committees Ordinance and explore opportunities for
furthering the City’s commitment to racial and social equity and inclusion on
local advisory boards.

XA\CL\SHARE\CL-Staff\_Legislative Staff\Legislation\24 Council\R-75F Sfinal.docx
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PASSED AND ADOPTED THIS gth DAY OF September , 2020
BY A VOTE OF: 9 FOR 0 AGAINST.

i

J vV —
Patrick Davis, President
City Council

APPROVED THIS A ; DAY OF 4}% , 2020

Bill No. F/S R-20-75

Yy a

Timoth/ M. Keller, Mayor
City of Albuquerque

ATTEST:

UL

Ethan Watson, City Clerk
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