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INDEPENDENT AUDITOR’S REPORT

The Board of Directors
Arizona Sports and Tourism Authority
Glendale, Arizona

We have audited the accompanying financial statements of the Arizona Sports and Tourism Authority (the
Authority), as of and for the years ended June 30, 2008 and 2007, as listed in the table of contents. These
financial statements are the responsibility of the Authority’s management. Our responsibility is to express an
opinion on these basic financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes consideration of internal
control over financial reporting as a basis for designing audit procedures that are appropriate in the circumstances,
but not for the purpose of expressing an opinion on the effectiveness of the Authority’s internal control over
financial reporting. Accordingly, we do not express such an opinion. An audit also includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements, assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the Authority at June 30, 2008 and 2007, and the results of its operations and its cash flows for the
years then ended, in conformity with accounting principles generally accepted in the United States of America.

The management’s discussion and analysis on pages 3-9 is not a required part of the basic financial statements but
is supplementary information required by the Governmental Accounting Standards Board. We have applied
certain limited procedures, which consisted principally of inquiries of management regarding the methods of
measurement and presentation of the required supplementary information. However, we did not audit the
information and express no opinion on it.

Phoenix, Arizona
February 25, 2009

PEOPLE. PRINCIPLES. POSSIBILITIES.

www.eidebailly.com
1850 N. Central Avenue ® Suite 400 ¢ Phoenix, Arizona 85004 * Phone 602.264.5844 * Fax 602.277.4845 ¢ EOE







Arizona Sports and Tourism Authority

Management’s Discussion and Analysis
For the Year Ended June 30, 2008

The following is management’s discussion and analysis of the financial performance of
Arizona Sports and Tourism Authority (the “Authority”). It provides an overview of the
Authority’s financial activities and financial condition for the year and should be read in
conjunction with the Authority’s financial statements and accompanying notes.

FINANCIAL HIGHLIGHTS
Using the Financial Statements

As a business-type activity, the Authority’s annual financial reporting includes the basic
financial statements and accompanying notes for enterprise funds. The Authority reports on
a fiscal year basis. The statements of net assets summarize the Authority’s current and long-
term obligations (liabilities) and the assets available to meet those obligations. The difference
between total assets and total liabilities represents the Authority’s net assets. The statements
of revenues, expenses and changes in net assets summarize the Authority’s operating and
non-operating expenses for the year and the revenues that were available to cover those
expenses, as well as changes in net assets. The statements of cash flows summarize the
Authority’s uses of cash during the year and the sources of cash available to finance those
uses. The statements of cash flows, as cash based statements, include reconciliations to the
statements of revenues, expenses and changes in net assets, which are prepared on an
accrual basis.

THE AUTHORITY'’S FINANCIAL ACTIVITIES

The Authority accounts for its financial activities in conformity with accounting principles
generally accepted in the United States as applicable to a government “enterprise fund.” This
accounting treatment applies because the Authority’s activities are primarily business-like in
nature. Under enterprise fund accounting, the Authority is a single accounting entity for
financial reporting purposes. However, within this single accounting entity the Authority has
identified a number of financial activities that it wishes to track separately, referred to as
“accounts.” These accounts are as follows: General Account, Tourism Account, Cactus
League Account, Youth and Amateur Sports Account, Non-Pledged Facility Revenue Clearing
Account, Subordinate Bond Proceeds Account, Construction Account, Debt Service Account,
Tourism Revenue Clearing Account, and Pledged Facility Revenue Clearing Account. The use
of the term “account” for these separate activities does not have any particular accounting
significance. The Authority is not required to and does not publish separate financial
statements for any of the individual accounts.

The General Account represents the Authority’s primary accounts’ aggregating and
disbursement account. The Tourism Account represents the activities related to providing
funding for tourism promotion within Maricopa County. The Cactus League Account
represents the activities of financing new construction and renovations to spring training

baseball facilities. The Youth and Amateur Sports Account represents those activities related
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to the promotion and financing of amateur sports projects and programs. The Non-Pledged
Facility Revenue Clearing Account receives that portion of the NFL tax revenues that cannot
be pledged to the payment of its bonds or other obligations. The Subordinate Bond Proceeds
Account was established under the trust indenture to receive and record the net proceeds
from the subordinate bond issue. These proceeds were used during fiscal year 2003 to pay
the $26.7 million balance of the $32.0 million commitment to the City of Surprise with the
remainder being distributed to the Cactus League general account. The Construction Account
represents the activities of constructing the University of Phoenix Stadium. The Debt Service
Account represents that portion of the Authority’s pledged revenues used for the repayment
of principal and interest related to the Authority’s senior and subordinate bond issues. The
Tourism Revenue Clearing Account represents the activities related to the collection of the
tourism tax revenues for the hotel bed tax and the car rental surcharge and the
disbursement of those funds, in order of priority, to debt service, tourism, Cactus League,
youth and amateur sports, Authority operations and the reserve accounts for youth and
amateur sports, operations and capital repair and replacement. The Pledged Facility Revenue
Clearing Account represents the activities related to the collection of the revenues from the
NFL franchise income tax that may be pledged to the payment of its bonds or other
obligations, state sales tax recapture, future rent and surcharge payments from the Arizona
Cardinals (“Cardinals”) and the Fiesta Bowl and other events to be held at the University of
Phoenix Stadium and the disbursement of these funds for debt service. Please refer to the
notes to the financial statements for additional information on these accounts.

COMPARATIVE ANALYSIS — FINANCIAL STATEMENTS
Overview of the Financial Statements and Financial Analysis

There are three financial statements presented for the reader: the Statements of Net Assets;
the Statements of Revenues, Expenses and Changes in Net Assets; and, the Statements of
Cash Flows.

Statements of Net Assets

The Authority’s Statements of Net Assets presents the following condensed assets, liabilities,
and the net assets as of June 30, 2008, 2007 and 2006. The Statements of Net Assets are to
provide the reader with a financial picture of the Authority’s assets (current and noncurrent),
liabilities (current and noncurrent), and net assets (assets minus liabilities).

The purpose of the Statements of Net Assets is to show the user what is available for future
needs of the Authority. The user, from the information presented, is able to determine the
assets available for the continuing operations of the Authority. The user is able to determine
what cash and cash equivalents are available and amounts owed to and by the Authority.



Statements of Net Assets

June 30

2008 2007 2006
Assets
Current assets $ 34,601,108 $ 35,642,368 $ 82,354,061
Capital assets non-depreciable 2,773,165 2,773,165 462,754,117
Capital assets depreciable, net 454,870,558 470,187,599 103,172
Noncurrent assets 8,855,828 10,163,454 5,534,993
Total assets $ 501,100,658 518,766,586 $ 550,746,344
Liabilities
Current liabilities 13,550,191 13,724,902 42,228,319
Noncurrent liabilities 449,436,953 445,632,973 351,237,270
Total liabilities 462,987,144 459,357,875 393,465,590
Net assets
Invested in capital assets, net of related debt 63,106 88,701 103,172
Restricted - 954,857 40,493,690
Unrestricted surplus/(deficit) 38,050,408 58,365,154 116,683,892
Total net assets 38,113,514 59,408,712 157,280,754
Total liabilities and net assets $ 501,100,658 $ 518,766,586 $ 550,746,344

Total assets decreased by $17,665,928, or 3.4 percent, between the fiscal years ended June
30, 2008 and 2007. This change is primarily related to a net decrease in the vaiue of capital
assets including the annual depreciation expense of $15,562,045, a $1,307,627 reduction in
deferred bond issue costs as well as a $1,041,260 decrease in current assets related to cash
and equivalents and accounts receivable. The decrease to the deferred bond issue costs
included an adjustment to the account related to the Authority’s May 15, 2008 refunding of
all of its outstanding senior variable rate demand revenue bonds — Series 2005A. The
Authority expensed the remaining balance of the existing deferred bond issuance costs,
$1,370,088. During the same period we recorded new deferred bond issuance costs of
$520,058 for the refunding of the $53,050,000 bond principal under the new series 2008
senior variable rate demand revenue refunding bonds. The reason for the Authority’s
refunding of its variable rate debt was as a result of the sub-prime mortgage issue which
created a credit crisis in the marketplace. This crisis directly impacted the credit rating of the
insurer of the Authority’s bonds, Ambac Assurance, in January 2008, which, in turn, made all
insured bond issuances by Ambac less desirable in the marketplace. In order to remarket the
bonds on a weekly basis, the remarketing agent for the Authority, was required to offer
higher rates of interest rate yield to prospective bondholders in order to sell the Authority’s
bonds. This began the week of January 21, 2008 and was resolved with the refunding on
May 15, 2008. The Authority, during the 21 weeks of higher interest rates leading up to the
refunding, averaged 6.46 percent in its interest payments to bondholders. This was
approximately double what the Authority had been paying during the period leading up to
January 21, 2008. Under the refunding the Authority issued the new series 2008 variable
rate revenue refunding bonds under a direct pay letter of credit issued by Allied Irish Bank.
This structure provided the assurances needed by prospective bondholders to once again
purchase the Authority’s bonds at market rates. Following the refunding, the weekly rate
decreased from a rate of 5.00 percent to 1.67 percent.
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Total liabilities for the same period increased by $3,629,270 or 0.8 percent. There were
several noteworthy increases including an additional $6,200,000 commitment to the City of
Glendale for its spring training project as well as $2,244,353 in youth sports project grants
for the Authority’s biennial grant program. Several lesser increases were recorded for
accrued interest, net of payments, of $294,975 to the City of Tempe, $328,468 in interest
expense related to the Arizona Cardinals payable and $135,000 in current bond payables.
These increases were partially offset by reductions in several current and noncurrent
liabilities including accounts payable ($519,456), accrued expenses ($1,138,313), payable to
City of Avondale ($370,071), payable to City of Scottsdale ($750,151), deferred revenue,
noncurrent ($409,723) and bonds payable, noncurrent, ($1,484,266).

Overall, the Authority’s total net assets as of June 30, 2008 decreased a total of $21,295,197,
or 35.8 percent, over the prior fiscal year.

Total assets decreased by $31,979,758, or 5.8 percent, between the fiscal years ended June
30, 2007 and 2006. This change is primarily related to a net decrease in current assets of
$46,711,693 comprised of a $41,391,705 reduction in accounts receivable related to the
Arizona Cardinals capital contributions to the final year of construction of the University of
Phoenix Stadium and a net decrease of $3,869,932 in cash and cash equivalents reflecting
the Authority’s additional operating capital requirements for its first year of stadium
operations. During fiscal year 2007 the Cardinals’ organization paid $35,878,754 toward the
stadium construction costs. This decrease in current assets was partially offset by an increase
of $14,731,936 to the capital and noncurrent assets. During the final year of stadium
construction there was a net increase to the capital assets of $10,206,647 which reflects the
first year of stadium depreciation of $10,103,475 and a $4,628,461 increase to the deferred
bond issuance costs related to the Authority’s issuance of $90 million in 2007A Revenue
Refunding bonds as part of an advance refunding of $87,420,000 in 2003A Senior Revenue
bonds. At the start of fiscal year 2007 the stadium was put into service. This is reflected in
the transfer of all but the value of the stadium land, $2,773,165, from the non-depreciable
capital assets to the depreciable capital assets.

Total liabilities for the same period increased by $65,892,285 or 16.7 percent. The primary
reason for this increase was as a result of the Authority’s continued commitment to fund
Cactus League spring training projects. The Authority provided long-term financial
commitments of $37,375,000 and $53,800,000 respectively to the cities of Goodyear and
Glendale for new baseball stadiums that are scheduled to open in the spring of 2009. In
addition, there was a net increase in bonds payable of $3,691,386 related to the advance
refunding and its associated bond premium payable. This increase to the noncurrent liability
section of the statement of net assets was partially offset by a decrease of $28.5 million in
current liabilities resulting from a net decrease in accounts payable of $26.3 million related to
the stadium construction project as well as a $2.0 million reduction in YAS grant award
payable and $405,044 in accrued expenses.

Overall, the Authority’s total net assets decreased a total of $97,872,042, or 62.2 percent,
from the prior fiscal year.



Statements of Revenues, Expenses and Changes in Net Assets

The change to Net Assets as seen on the Statement of Net Assets is based on the activity
that is presented on the Statement of Revenues, Expenses and Changes in Net Assets. The
presentation of the Statement reflects the revenues and expenses for the Authority during
the years ended June 30, 2008 and 2007. The reader will see the revenues and expenses
broken down into operating and nonoperating categories.

Statements of Revenues, Expenses and Changes in Net Assets

Year Ended June 30
2008 2007 2006

Operating revenues $ 13,110,615 $ 19,282,865 $ -
Operating expenses 41,540,499 45,109,666 5,920,409
Operating loss ~ (28,429,884) (25,826,801) (5,920,409)
Nonoperating revenues (expenses) 7,134,686 (73,632,422) 21,966,931
Net income before contributions (21,295,198) (99,459,223) 16,046,522
Capital contributions - 1,587,181 28,285,691
Increase/(Decrease) in net assets (21,295,198) (97,872,042) 44,332,213
Net assets, beginning of year, as previously repbrted 59,408,712 157,280,754 110,874,561

Prior period adjustment (Note 2) _ - - 2,073,980
Net assets, end of year $ 38,113,514 ¢ 59,408,712 $ 157,280,754

Overall, the decrease in net assets of $21,295,198 from 2007 to 2008 was attributable to
relatively normal operating and nonoperating conditions with the Authority. Operating
revenues were lower in 2008 by $5,687,222 as compared to 2007. Likewise, operating
expenses were also lower during 2008 over 2007 by $3,084,139. This is partially attributable
to the stadium’s second year of operations which was marked by fewer mega-events
compared to its first year of operation (2007).

For fiscal year 2008, the Authority recorded $7,134,687 in net non-operating revenues; an
improvement of $80,767,109 over 2007. The events accounting for this year-over-year
positive change are as follows:

» The Authority recorded, in fiscal year 2007, $91,175,000 in expenses related to Cactus
League stadium construction projects for the cities of Goodyear ($37,375,000) and
Glendale ($53,800,000). 1In fiscal year 2008 the Authority recorded an additional
$6,200,000 for the City of Glendale project. This lower expense accounted for
$84,975,000 of the overall year-over-year net positive result.

» The Authority recorded an expense of $2,244,353 for the grants awarded by its board
of directors under the Authority’s biennial youth and amateur sports grant program.
These grants were awarded midway through fiscal year 2008 and are expected to be
finished and fully funded by mid-fiscal year 2009. The Authority will begin its next
biennial grant bid program prior to the end of fiscal year 2009 with awards being
granted around the midpoint of fiscal year 2010. The Authority has chosen to use a
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biennial cycle in order to accumulate more funds in the youth and amateur sports fund
which allows for a bigger, positive impact in the community.

The Authority’s tourism-based tax revenues, the hotel bed tax and the rental car tax,
did not increase over the prior fiscal year as the economy as a whole was suffering.
The tourism industry in Arizona was significantly impacted as tourism is the state’s
leading industry sector. On a combined basis, our tourism revenues were down by
$123,817, 0.5%, over the prior fiscal year. 1t is anticipated that it may take a year or
more to see this trend stabilize and begin to reverse itself based on the current state
of the economy at home and abroad.

The Authority experienced a decrease in the NFL income taxes of $1,027,188, or 20.0
percent, from the prior year. This decrease was the direct result of the state legislative
and executive branches removal of the NFL income taxes’ guaranteed minimum
clause. The elimination of the guarantee left only the actual income taxes for the
Authority which have been underperforming, compared to Prop 302 projections, since
the Authority’s second year of operations. This revenue source is related to the state
income tax liability of the Cardinals’ organization and their personnel — both
administrative and player. The Authority, for fiscal year 2009, is scheduled to receive
$4,200,144 — a net increase of $78,807 or 2.0 percent over 2008.

The Authority’s sales tax recapture revenues were lower by $74,100, or 1.1 percent,
less than the prior fiscal year. The economy had an impact on the number of events
and attendance at the stadium which directly impacted the taxable revenues
generated. The Authority receives both a state and local sales tax recapture from all
related taxable transactions held at the University of Phoenix Stadium.

Interest income decreased by $57,403, or 5.6 percent. This was due to lower
available fund balances for investment further impacted by lower average interest
rates.

The distribution to the Arizona Office of Tourism increased $257,384, or 5 percent,
over fiscal year 2007. This percentage increase is statutory and will be distributed on
an annual basis through May 2031.

There was a net increase of $277,104 in our swap payment expense and a
corresponding decrease of $90,157 to our swap receipt income. This combined
increase in expense/reduction in income of $367,261 was a direct result of the credit
crisis in the financial marketplace which led to the Authority’s refunding of its entire
Series 2005A variable rate demand revenue bonds on May 15, 2008. The interest
rates associated with the Authority’s variable rate bonds as well as with its fixed payer
swap had the compounding effect of higher interest rates which led to an increase in
our swap payments.

Overall, the decrease in net assets of $97,872,042 was attributable to four expense
categories — two each from the operating expenses and nonoperating revenues (expenses)
sections of this financial statement. The first was the recognition of a one-time expense of
$91,175,000 in Cactus League facility expense to account for the Authority’s financial
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commitment to the cities of Goodyear and Glendale for their new spring training practice
stadiums and fields. Second, an increase of $15,449,220 to depreciation expense was booked
as a result of placing the stadium and its associated capital assets into service at the start of
the fiscal year. Third, for the same reason as with the depreciation expense, interest expense
increased by $13,307,722 over the prior year as the senior bond interest was no longer
capitalized as part of the stadium project. Lastly, the expenses related to the stadium
management operations increased by 604% to $27,835,683 with the opening of the
University of Phoenix Stadium and its 130+ events in its inaugural year.

With the start of stadium operations at the beginning of fiscal year 2007, operating revenues
began to be generated and recorded. $19,282,865 was recorded in the first year of
operations. They were generated from four primary sources — ticket admission and use fees,
building rent, facility use fees and commissions from concession sales.

The Authority’s non-operating revenues (expenses) continue to be the organization’s primary
sources (uses) of funding. For fiscal year 2007, the Authority recorded $73,632,422 in net
non-operating expenses; a decrease of $95,599,353 from the prior fiscal year's net operating
revenues of $21,966,931. The primary events accounting for this year-over-year change are
as follows:

> The Authority recorded $91,175,000 in expenses related to Cactus League stadium
construction projects for the cities of Goodyear ($37,375,000) and Glendale
($53,800,000).

> Interest expense of $15,898,231 was recorded as a nonoperating expense — an
increase of $13,307,722 over the prior fiscal year as a result of the stadium having
been placed in service at the start of fiscal year 2007. During the previous three fiscal
years, during the stadium’s construction, the Authority had capitalized the interest
related to the bonds that were issued for stadium construction purposes.

» The Authority’s tourism-based tax revenues, the hotel bed tax and the rental car tax,
continued to improve and recorded increases of $1,237,824, 8.8 percent, and
$491,489, 5.0 percent, respectively. These increases are attributable to the
continued strengthening of the tourism industry both locally and nationally.

> The Authority experienced an increase in the NFL income taxes of $381,372, 8.0
percent, from the prior year. This revenue source is related to the state income tax
liability of the Cardinals’ organization and their personnel — both administrative and
player. The increase was attributable to the statutory increase in the guaranteed
minimum as the actual tax collections were less than the amount guaranteed by
Arizona revised statute. During fiscal year 2007, the Arizona legislature voted to
repeal the guaranteed minimum beginning with fiscal year 2008. The Authority
received notification that the actual amount to be distributed to the Authority during
fiscal year 2008 will be $4,121,337 — a net decrease of $1,027,190 or 20 percent —
due to the removal of the guaranteed minimum.

» The Authority continued to receive the final state and city sales tax recapture amounts
from the stadium construction project. These amounts were significantly lower than in
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the prior fiscal year as the stadium project was winding down. This, combined with
the sales tax recapture from Arizona Cardinals’ home games and the Authority’s
events during the stadium’s inaugural season, resulted in a $1,568,524, 19.4 percent,
decrease from the prior fiscal year.

> Interest income decreased by $1,381,502, 57.5 percent, which was a reflection of the
Authority’s having fully expended its bond proceeds for the stadium construction
project during the prior fiscal year as well as the additional working capital
requirements during the stadium’s first operating season.

> The distribution to the Arizona Office of Tourism increased $245,128, 5 percent, over
fiscal year 2006. This percentage increase is statutory and will be distributed on an
annual basis through May 2031.

> There was a net decrease of $3,295,415 in youth and amateur sports expenses as the
Authority was in its off-year of its biennial grant award cycle and did not make any
grant awards. It is expected that the Authority will award upwards of $2.25 million
during fiscal year 2008 for the current biennial grant cycle.

Statements of Cash Flow

The last statements presented are the Statements of Cash Flows. The statement presents
detailed information about the activities involving cash and cash equivalents, and the
statement is broken down into five parts. The first part of the statement relates to the
operating cash flow and shows the net cash used to operate the Arizona Sports and Tourism
Authority; the second relates to the cash flow resulting from noncapital financing activities;
the third relates to cash flow from capital and related financial activities; the fourth relates to
the cash flow from capital and related investing activities; and the fifth reconciles the net
cash used to the operating loss on the Statement of Revenues, Expenses, and Changes in
Net Assets.

Statements of Cash Flows

Year Ended June 30
2008 2007 2006

Cash (used in) provided by:

Operating activities $ (12,700,734) $ (13,166,048) (3,019,362)
Noncapital financing activities 13,276,060 15,689,633 26,120,974
Capital and related financing activities (17,348,068) (23,129,393) (55,362,052)
Investing activities 873,085 1,022,274 2,403,774 |
Net increase (decrease) in cash and cash equivalents $ (15,899,657) $ (19,583,534) $ (29,856,666)
Cash and cash equivalents, beginning of year 13,424,957 33,008,491 62,865,157
Cash and cash equivalents, end of year $ (2,474,700) $ 13,424,957 $ 33,008,491

For the fiscal year ended June 30, 2008, the Authority realized an overall net decrease in

cash and cash equivalents of $326,614, or 1.1 percent. This is a significant improvement

over the net decrease of $3,869,932 in cash and equivalents from 2006 to 2007. This

positive change is attributed to the Authority’s capital and related financing activities which
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experienced a $5,640,766 positive swing versus 2007. The completion of the stadium
construction project meant that capital contributions from the Arizona Cardinals as well as
stadium construction expenditures were both minimal in 2008 resulting in a net positive cash
impact of $8,755,527.. Offsetting this net positive cash change were a decrease of
$2,580,000 related to our bond refunding activities, $367,261 in additional swap payments
and an additional $170,000 in bond principal payments during FY2008.

The net improvement in the capital and related financing activities was partially offset by a
net decrease of $2,413,573, or 15.4 percent, in our noncapital financing activities. Decreases
to our nonoperating revenues such as hotel bed tax ($125,156), car rental surcharge
($55,467), sales tax recapture ($1,551,292) and NFL income tax (1,027,188) combined with
increases to expenses such as the Arizona Office of Tourism ($257,384) were among the
contributing factors.

The Authority’s cash flow from operating activities increased over 2007 by $465,314, or 3.5
percent. This was expected as operating costs for the second year of stadium operations
were significantly reduced from the higher startup costs during the stadium'’s first year of
operations.

For the fiscal year ended June 30, 2007, the Authority realized an overall net decrease in
cash and cash equivalents of $3,869,932 compared to the prior period’s net decrease of
$29,856,666 — an improvement of $25,986,734 or 87.0 percent. This positive change
continues to be related to the capital and related financing activities section of the Authority.
There was a $47.9 million positive swing over the prior fiscal year. This resulted from a $96.0
million decrease in construction activity as the stadium project was substantially completed
and allowed operations to begin. This was partially offset by a net decrease in bond
proceeds from the prior fiscal year when the Authority had issued $53,050,000 in new bond
proceeds for the stadium project. The Authority’s cash flow from operating activities
contributed to the decrease in cash and cash equivalents by $10.2 million. This was
expected as operating costs greatly increased during fiscal year 2007 as a result of the
stadium’s first year of operations and the 130+ events that were held during the fiscal year.
The non-capital financing activities also contributed to the decrease in cash by $10.4 million
as interest payments related to the bonds issued for stadium construction were no longer
capitalized. This decrease was partially reduced by continued improvements in the
Authority’s non-operating revenues for hotel bed tax, rental car tax, NFL income tax and
sales tax recapture which, when combined, accounted for an increase over the prior fiscal
year of $2,941,513, or 8.3 percent.

Capital Assets and Debt Administration

The Authority had minimal additions to capital assets during fiscal year 2008. The $250,000
in additions resulted from an amendment to the Authority’s Concessions Services Agreement
with Volume Services, Inc. (d/b/a Centerplate) effective August 1, 2007. In exchange for the
Authority granting of a one year extension to Centerplate they agreed to provide an
additional $250,000 in capital improvements to the food and beverage experience at the
stadium. As with the original services agreement, the Authority signed a promissory note for
the additional amount of the improvements.
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In fiscal year 2007 the final wrap-up of the stadium construction project occurred, with the
exception of a landscaping issue, as well as stadium improvements by the Authority and its
tenant, the Arizona Sports Foundation (d/b/a the Tostitos Fiesta Bowl). The Authority and the
Arizona Sports Foundation funded nearly $7.0 million in improvements to the loft and service
levels of the stadium between August 2006 and January 2007. Unimproved spaces on the
loft level were converted into three mega-suites with each providing for upwards of 140
attendees. At the service level, previously entombed spaces were converted to
approximately 14,000 square feet of additional exhibition, meeting, office and storage room
uses. There were no stadium improvements during 2008.

The cost for the entire stadium project plus the additional improvements is approximately
$464.7 million of which the Authority provided an estimated $303.5 million. The Authority
issued tax-exempt revenue bonds in February 2003 in the amount of $221.95 miillion in
Senior Bonds for stadium construction purposes and $32.4 million in Subordinate Bonds for
the Authority’s contribution to the two-team Cactus League stadium in Surprise, Arizona for
the Texas Rangers and Kansas City Royals. On September 29, 2006 the Authority issued
additional senior bonds of $53,050,000 as Series 2005A Variable Rate Revenue Bonds of
which approximately $50,000,000 was used for stadium project costs as well as for
extravaganza seating and associated storage for the seating which will allow up to an
additional 9,000 patrons at events. In January 2007 the Authority issued $90,000,000 in
Revenue Refunding bonds which were issued to defease $87,420,000 in existing 2003A
Senior Revenue Bonds. The advance refunding was undertaken by the Authority due to a
favorable interest rate environment which allowed the Authority to replace higher-interest
rate debt for lower-interest rate debt. The resulting savings as a result of the advance
refunding was estimated to be nearly $2.8 million on a present value basis.

On May 15, 2008 the Authority refunded the entire amount of its outstanding Series 2005A
senior variable rate demand revenue bonds - $53,050,000 as has been previously discussed.

Economic Factors and Next Fiscal Year Budget

The Authority began its fiscal year 2009 with a projected deficit of $5.7 million for the year.
This is a negative change over the Authority’s prior years’ net operating results. Economic
conditions, both nationally and locally, have contributed to a downturn in the Authority’s
primary source of revenues — its tourism revenues. The Authority is projecting negative
growth for these revenues for fiscal year 2009. This, coupled with higher, scheduled
distributions for senior bond debt service of $1.53 million, tourism promotion of $0.3 million,
Cactus League of $1.0 million and youth and amateur sports of $0.1 million is placing
additional pressure on current revenues as well as existing operating reserves.

Based on the Authority’s statutory flow of funds, the first items to be impacted by lower
revenues and higher, required distributions are the reserves for youth and amateur sports,
operations and capital and repair and replacement. Following the reserves, the Authority’s
operating budget, which includes the operating budget for the University of Phoenix Stadium,
will be directly affected by the projected operating deficits.
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The Authority’s existing senior lien debt is in a first priority position to receive funding and
there are no concerns about the Authority’s ability to meet its obligations for this and its
subordinate bond debt.

Requests for Information

This financial report is designed to provide a general overview of the Arizona Sports and
Tourism Authority’s finances for all interested parties. Requests for additional information
may be made by contacting us at Arizona Sports and Tourism Authority, 1 Cardinals Drive,
Glendale, Arizona 85305 Attn: Finance Department. Additional information on the
Authority’s finances may be found on our website, www.az-sta.com, under the Archives
section.
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Arizona Sports and Tourism Authority

Statements of Net Assets

Assets

Current assets:
Cash and cash equivalents - restricted
Accounts Receivable

Hotel bed tax and car rental surcharge receivables

Sales tax recapture receivables
Other assets

Total current assets

Noncurrent assets:
Capital assets nan-depreciable
Capital assets depreciable, net
Deferred bond issue costs, net
Total noncurrent assets
Total assets
Liabilities
Current liabilities:
Accounts payable
Accrued expenses
Current portion of payable to City of Avondale
YAS grant award payable
Bond principal payable
Bond interest payable
Deferred revenue, current
Current portion of capital lease obligation
Total current liabilities

Noncurrent liabilities:
Payable to City of Avondale
Payable to City of Tempe
Payable to City of Scottsdale
Payable to City of Goodyear
Payable to City of Glendale
Deferred revenue, noncurrent
Payable to Arizona Cardinals
Long-term portion of capital lease obligation
Bonds payable

Total noncurrent liabilities

Total liabilities

Net assets

Invested in capital assets, net of related debt
Restricted

Unrestricted surplus/(deficit)

Total net assets

Total liabilities and net assets

See accompanying notes.

June 30
2008 2007
$ 28,811,945 29,138,559
846,224 1,708,254
3,334,924 3,377,514
1,571,980 1,382,518
36,035 35,523
34,601,108 35,642,368
2,773,165 2,773,165
454,870,558 470,187,599
8,855,828 10,163,454
466,499,551 483,124,219
$ 501,100,658 518,766,586
$ 1,511,631 2,031,087
1,663,350 2,801,663
370,071 338,671
2,012,106 688,695
1,135,000 1,000,000
6,161,082 6,186,966
691,700 672,822
5,251 4,997
13,550,191 13,724,902
1,394,830 1,764,901
13,077,586 12,782,610
18,205,418 18,955,570
37,375,000 37,375,000
60,000,000 53,800,000
590,277 1,000,000
6,879,873 6,551,406
- 5,251
311,913,969 313,398,235
449,436,953 445,632,973
462,987,144 459,357,875
63,106 88,701
- 954,857
38,050,408 58,365,154
38,113,514 59,408,712

$ 501,100,658

518,766,586
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Arizona Sports and Tourism Authority

Statements of Revenues, Expenses and Changes in Net Assets
Year Ended June 30

2008

2007

Operating revenues

Stadium operating revenues $ 13,110,615 $ 19,282,865
Total operating revenues 13,110,615 19,282,865
Operating expenses

Stadium Management Operations 22,671,004 27,835,683

Legal 255,057 208,676

Consulting 15,548 188,852

Payroll 610,638 585,487

Professional fees 40,500 196,250

Marketing and promotion 19,262 72,102

Bank management and service fees 72,536 62,247

Insurance 98,682 89,841

Travel 10,718 14,887

Meetings 1,456 3,117

Office 20,995 20,044

Communications 13,055 14,018

Depreciation 15,567,041 15,485,151

Amortization of deferred bond issue costs 1,830,075 192,500

Remarketing and liquidity fees 313,933 140,809
Total operating expenses 41,540,499 45,109,666
Operating loss (28,429,884) (25,826,801)
Nonoperating revenues {(expenses)

Arizona tourism distribution (5,405,054) (5,147,670)

Cactus League facility expense (6,200,000) (91,175,000)

Youth and Amateur Sports Grant Awards (2,063,915) (40,572)

Hotel bed tax 15,042,646 15,244,876

Rental car tax 10,324,270 10,245,857

NFL Income tax 4,121,340 5,148,528

Sales tax recapture 6,447,123 6,521,224

Glendale marketing funds - 300,000

Interest income 964,871 1,022,274

Interest expense (16,096,596) (15,751,938)
Total nonoperating revenues (expenses) 7,134,686 (73,632,422)

Net income before contributions (21,295,198) (99,459,223)

Capital contributions - 1,587,181

Increase/(Decrease) in net assets (21,295,198) (97,872,042)

Net assets, beginning of year 59,408,712 157,280,754

Net assets, end of year $ 38,113,514 $ 59,408,712
See accompanying notes. '
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Arizona Sports and Tourism Authority

Statements of Cash Flow

Year Ended June 30
2008 2007
Cash flows from operating activities
Cash received from operations $ 13,149,464 $ 19,282,865
Payments to suppliers (25,630,405) (31,863,426)
Payments to employees (610,638) (585,487)
Net cash used in operating activities (13,091,579) (13,166,048)
Cash flows from noncapital financing activities
Payments for Arizona Office of Tourism (5,405,054) (5,147,670)
Payments for Youth and Amateur Sports - City of Avondale (338,671) (307,870)
Payments for Youth and Amateur Sports (740,504) (2,049,849)
Receipts from hotel bed tax 15,090,745 15,215,901
Receipts from rental car tax 10,318,761 10,374,228
Receipts from NFL Income tax 4,121,340 5,148,528
Receipts from sales tax recapture 6,257,662 7,808,954
Payment for Cactus League (455,176) 61,013
Glendale marketing funds - 300,000
Interest payments (15,573,043) (15,713,602)
Net cash provided by noncapital financing activities 13,276,060 15,689,633
Cash flows from capital and related financing activities
Capital contributions 91,786 40,950,527
Payments for senior and subordinate bond principal (1,000,000) (830,000)
Payments on capital leases (4,997) (7,498)
Proceeds from advance refunding 53,050,000 90,000,000
Defeased senior bonds (53,050,000) (87,420,000)
Interest payments (15,794,012) (15,567,309)
Acquisition and construction of capital assets - (50,255,113)
Net cash used in capital and related financing activities (16,707,223) (23,129,393)
Cash flows from investing activities
Interest received 873,085 1,022,274
Net cash provided by investing activities 873,085 1,022,274
Net increase (decrease) in cash and cash equivalents (15,649,657) (19,583,534)
Cash and cash equivalents at beginning of year 13,424,957 33,008,491
Cash and cash equivalents at end of year $ (2,224,700) 13,424,957
Reconciliation of operating loss to net cash used in operating activities
Operating loss $ (28,429,884) $ (25,826,801)
Adjustments to reconcile operating loss to net cash used in operating
activities:
Depreciation 15,176,196 15,485,151
Amortization of deferred bond issue costs 1,307,627 (4,628,461)
Amortization of bond premium (349,266) 2,111,386
Allowance for doubtful accounts 485,028 -
Effects of changes in assets and liabilities:
Accounts receivable 377,002 -
Other assets (512) 238,416
Accounts payable (519,456) (140,694)
Accrued expenses (1,138,313) (405,044)
Net cash used in operating activities $ (13,091,579) $ (13,166,048)
Supplemental disclosures of noncash investing and financing activities
Contribution of FFE for a future liability $ (250,000) -
See accompanying notes.
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Arizona Sports and Tourism Authority

Notes to Financial Statements
For the years ended June 30, 2008 and 2007

1. Organization and Reporting Entity

The Arizona Sports and Tourism Authority (the “Authority”), was formed on August 9, 2000,
as a political subdivision of the State of Arizona empowered, among other things, (i) to
construct, finance, furnish, maintain, improve, own, operate, market, and promote the use of
the University of Phoenix Stadium suitable to be used to accommodate sporting events and
entertainment, cultural, civic, meeting, trade show or convention events or activities,
including a stadium, on-site infrastructure, parking garages and lots and related commercial
uses within the facility in Maricopa County, (ii) to acquire land or construct, finance, furnish,
improve market or promote the use of existing or proposed major league baseball spring
training facilities located in Maricopa County, and (iii) to acquire land or construct, finance,
furnish, maintain, improve, operate, market or promote the use of community youth and
amateur sports facilities, recreational facilities and other community facilities or programs in
Maricopa County.

Fiscal year 2008 represented the Authority’s eighth full year of operations and its second year
of stadium operations. The Authority began the year with three full-time employees, ended
the year with five full-time employees and was engaged in all activities under its charter.

The Authority ended the year with five full-time employees as the board of directors hired a
new Executive Director in May 2008 while retaining the Authority’s original Executive Director
during a transition period through September 2008.

2. Summary of Significant Accounting Policies
Basis of Accounting

The accounting policies of the Authority conform to accounting principles generally accepted
in the United States as applicable to an enterprise fund of a governmental unit. Enterprise
funds are accounted for using the economic resources measurement focus and the accrual
basis of accounting. Revenues are recorded when earned and expenses are recorded when
a liability is incurred, regardless of the timing of the cash flows. The Authority has elected, in
accordance with Government Accounting Standards Board (GASB) Statement No. 20,
Accounting and Financial Reporting for Proprietary Funds and Other Governmental Activities
That Use Proprietary Fund Accounting, not to apply Financial Accounting Standards Board
Statements and Interpretations issued after November 30, 1989. The Authority has elected to
implement GASB Statement No. 34, Basic Financial Statements and Management’s Discussion
and Analysis — for State and Local Government, GASB Statement No. 37, Basic Financial
Statements and Management’s Discussion and Analysis — for State and Local Governments:
Omnibus; GASB Statement No. 38, Certain Financial Statement Note Disclosures and GASB
Statement No. 40, Deposit and Investment Risk Disclosures.  Proprietary funds distinguish
operating revenues and expenses from non-operating items. Operating revenues and
expenses generally result from providing services and producing and delivering goods in
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Arizona Sports and Tourism Authority

Notes to Financial Statements
For the years ended June 30, 2008 and 2007

2. Summary of Significant Accounting Policies (continued)

connection with a proprietary fund'’s principal ongoing operations. The principal operating
revenues and expenses of the Authority are those generally related to the on-going
operations at the University of Phoenix Stadium. Revenues and expenses not meeting this
definition are reported as non-operating revenues and expenses.

The Authority’s books and records include separate accounts: a general account, construction
account, tourism revenue clearing account, non-pledged facility revenue clearing account,
tourism account, youth and amateur sports account, debt service account, subordinate bond
proceeds account, Cactus League account, and pledged facility revenue clearing account.
These “accounts” have been combined in the accompanying financial statements. All material
interaccount transactions have been eliminated.

Use of Estimates

The preparation of financial statements that conform to accounting principles generally
accepted in the United States requires management to make estimates and assumptions that
affect the amounts reported in the financial statements and accompanying notes. Actual
results could differ from those estimates.

Use of Restricted Assets

The Authority’s assets are restricted based on existing statutory language (see Footnote 5).
As such, the Authority employs these resources first when expenses of the Authority are
incurred.

Capital Assets

Capital assets are stated at cost. Assets are depreciated on the straight-line method over the
estimated useful lives of the assets ranging from three to forty years. Amortization of capital
assets acquired through a capital lease is included in depreciation expense. Capital assets
are defined by the Authority as an asset reported on the balance sheet with an initial cost of
$5,000 or greater and an estimated useful life in excess of one year.
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Arizona Sports and Tourism Authority

Notes to Financial Statements
For the years ended June 30, 2008 and 2007

2. Summary of Significant Accounting Policies (continued)

The Authority utilizes the following useful lives for determining depreciation:

Useful Life
Asset Type (in months)
Constructed buildings 480
Stadium equipment 180
Stadium furnishings and fixtures 60
Computer hardware ' 60
Office equipment " 60
Spare parts inventory 36
Capital leases Determined by governing agreement

The Authority reviews its property and equipment whenever events indicate that the carrying
amount of the asset may not be recoverable. An impairment loss is recorded when the sum
of the future cash flows is materially less than the carrying amount of the asset. An
impairment loss is measured as the amount by which the carrying amount of the asset
exceeds its fair value. No impairment loss is recorded at June 30, 2008 and 2007.

Receivables

Total Authority accounts receivable at June 30, 2008 were $846,224 net of an allowance for
doubtful accounts of $485,028. The net amount was comprised of $286,973 related to the
Arizona Cardinals for final stadium construction closeout costs related to the landscaping
issue, $398,380 for concession commissions due to be received and $172,227 in
miscellaneous stadium event receivables. The Authority recorded an expense related to an
allowance for doubtful accounts in 2008 of $485,028 for the entire amount of its receivable
due from the City of Glendale. $185,028 of the amount was related to the street
improvement and other infrastructure costs related to the stadium construction project. The
balance, $300,000, is for an existing marketing agreement between Glendale and the
Authority whereby Glendale was to provide this amount to the Authority, in cash, for the
Authority’s marketing efforts for the stadium. This amount was to be paid annually while
increasing by three percent on an annual basis. The City, currently, has disputed this
payment and currently has refused to pay this and any subsequent amounts due under the
governing agreement. The Authority continues to pursue the collection of these amounts.

Total Authority accounts receivable at June 30, 2007 were $1,708,254 of which the total
current Arizona Cardinals’ receivable at June 30, 2007 was $954,857. There were no
noncurrent Arizona Cardinals’ receivables. Total Authority receivables at June 30, 2006 were
$42,924,473 of which the Arizona Cardinals’ portion was $40,463,690.
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Arizona Sports and Tourism Authority

Notes to Financial Statements
For the years ended June 30, 2008 and 2007

2. Summary of Significant Accounting Policies (continued)
Costs of Borrowing

The Authority has deferred bond issue costs of $8,855,828, net of accumulated amortization
of $2,180,113 at June 30, 2008, related to the issuance of the Senior and Subordinate Bonds
(note 8). This reflects a net decrease of $1,307,627 in deferred bond issue costs over 2007.
This decrease resulted from the Authority’s scheduled amortization of these deferred costs as
well as an additional amount of $1,370,088 for the refunded Series 2005A bonds. Partially
offsetting these decreases was an increase of $520,058 for bond issue costs incurred for the
2008 variable rate refunding. The Authority had deferred bond issue costs of $10,163,454,
net of accumulated amortization of $545,356 at June 30, 2007, related to the issuance of the
Senior and Subordinate Bonds (note 8). The Authority amortizes deferred bond issue costs
using the effective interest method for the 2003 and 2007 bonds and the straight-line
method for the 2008 bonds over the term of the bonds.

Interest costs related to the Authority’s bond debt were capitalized prior to fiscal year 2007
as a component of capital assets as a cost of acquiring the stadium assets during
construction. Beginning with fiscal year 2007 the Authority has expensed all bond-related
interest. The Authority’s interest expense for 2008 and 2007 were $15,875,626 and
$15,898,231, respectively.

Tax Status

The Authority is @ municipal corporation and is exempt from federal and state income tax as
well as property tax.

Revenue Recognition

The Authority records revenue from car rental surcharges, hotel tax, income taxes related to
a professional football franchise, sales tax recapture, event earnings and facility user rentals
on the accrual basis. The car rental surcharge is a 3.25 percent surcharge on applicable
rental car contracts in Maricopa County (less $2.50 which goes to the Maricopa County
Stadium District ("MCSD"). The Authority received its first distribution of excess car rental
surcharge revenues from the MCSD in fiscal year 2005 under the terms of the October 2003
intergovernmental agreement. These excess car rental revenues are used, currently, to
repay a portion of the noncurrent liability to the City of Scottsdale. The hotel bed tax is a
one percent tax on lodging transactions in Maricopa County. The State of Arizona collects the
car rental surcharge and hotel tax on behalf of the Authority and remits the funds to the
Authority when collected. The income taxes related to a professional football franchise are a
distribution of funds related to income taxes paid by the Arizona Cardinals, employees and
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Arizona Sports and Tourism Authority

Notes to Financial Statements
For the years ended June 30, 2008 and 2007

2. Summary of Significant Accounting Policies (continued)

their spouses. Sales tax recapture are funds collected by the State of Arizona and the City of
Glendale, Arizona related to sales taxes collected at the University of Phoenix Stadium and
sales taxes collected on construction activity for the University of Phoenix Stadium. Event
earnings are amounts collected as non-football events are held at the University of Phoenix
Stadium. Facility user rentals are amounts paid by the Cardinals and the Fiesta Bowl for use
of the University of Phoenix Stadium. The Cardinals annual rent starts at $250,000 per year
and grows by two percent per year thereafter. The Fiesta Bowl remits to the Authority an
initial ticket surcharge of $2.50 per ticket with an annual escalation of $0.20 per ticket.
Revenue from each of the revenue sources is recognized as it is earned, except for income
taxes related to a professional football franchise, the MCSD excess car rental surcharge, sales
tax recapture and the Fiesta Bowl ticket surcharge that are recognized when paid.

The Authority’s revenues are defined by Arizona Revised Statute as to the priority of their
use. The revenues which flow into the Tourism and Facility Revenue Clearing Accounts are
first pledged to the Authority’s senior lien debt and is paid ahead of all of the Authority’s
other obligations including its own operating expenses. The senior lien debt issued by the
Authority was issued for purposes of financing the construction and infrastructure for the
University of Phoenix Stadium. The Authority’s subordinate debt falls under the third priority
in the flow of funds as part of the Cactus league distribution. The $32.4 million was issued
by the Authority in order to finance its portion of the two-team stadium construction in
Surprise, Arizona for the Texas Rangers and Kansas City Royals. Per the existing bond
covenants the Authority is to maintain a minimum bond coverage ratio of 1.30 and 1.15
respectively for the senior and subordinate bonds. Since the issuance of the first bonds in
2003, the Authority’s revenues have exceeded these minimum coverage ratios in each and
every succeeding fiscal year. Please refer to footnote 10 for Sources of Pledged Revenues.

The Flow of Funds diagram on the following page outlines the priority in which the
Authority’s revenues are allocated.
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Arizona Sports and Tourism Authority

Notes to Financial Statements
For the years ended June 30, 2008 and 2007

Arizona Sports and Tourism Authority
Statutory Flow of Funds

Sources of Funds

Tourism Revenue Clearing Account Eacility Revenue Clearing Account (a)
1. 1% Hotel Bed Tax 1. NFL Income Tax - Pledged
2. 3.25% Car Rental Surcharge 2. Sales Tax Recapture

3. Facility Revenues

Uses of Funds
1st Priority
— | p—
Senior Bond Debt Service (b)

2nd Priority

Tourism Fund

3rd Priority

Cactus League General
Fund

(includes the existing subordinate
bond debt service, Series 2003)

4th Priority

— |

Youth & Amateur Sports

5th Priority
AZSTA Operating Budget ‘
—1 r—

Reserves - The Authority is required to fund
three reserves: Youth & Amateur Sports, Op-
erating and Capital Repair and Reptacement
($25MM in 2001 value)

Footnotes

(a) The Facility RCA is used for debt service requirements on senior and subordinate bonds. Any remaining funds go to the operations account.
(b) All sources of revenue of the Authority (except for the non-pledged portion of the NFL Income Tax) are pledged to the Authority’s senior and
subordinate bond debt service above all other distribution priorities.
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Arizona Sports and Tourism Authority

Notes to Financial Statements
For the years ended June 30, 2008 and 2007

2. Summary of Significant Accounting Policies (continued)

In connection with the September 2005 Authority issuance of its Series 2005A Bonds several
additional revenue sources were created which have been treated as non-operating revenues
since fiscal year 2007. These new revenue sources are pledged directly toward the debt
service associated with the Series 2005A bonds. They are the local sales taxes from the City
of Glendale and the Facility Use Fee. These revenues are recognized when they are received
due to the two-month delay between the transaction activity and the recording and reporting
of the revenues to the Authority. The Authority does accrue these revenues at the end of
the fiscal year end for those revenues received after June 30 but are attrlbuted to taxable
events prior to the end of the fiscal year.

The City of Glendale (“Glendale”) has assigned, transferred and pledged to the Authority an
amount of its unrestricted excise taxes equal to all sales, transaction privilege, license, excise
or similar taxes imposed by Glendale which are presently at a rate of 1.2% (or 2.2% for the
restaurant and bars classification), that Glendale is entitled to receive that arise out of
transactions or other business activities associated with events held at the Stadium. This
agreement will remain in effect up through the expiration of the Cardinals Use Agreement in
2036.

A Facility Use Fee (“"FUF") per ticket for events at the multipurpose facility for all events at
the multipurpose facility other than Team home games and Fiesta Bowl games that are
described below. The facility use fee initially will be in the amount of $4.25 per ticket sold
for events with a projected attendance of more than 18,000 per event day, and $1.00 per
ticket sold for events with projected attendance of up to 18,000 per event day or for general
admission tickets where no assigned seating is provided, no matter the attendance per event
day. The facility use fee will be increased by $0.25 per year in the case of the charge for
events with projected attendance of more than 18,000 per event day and will be increased
by $1.00 every seven years in the case of the charge for events with projected attendance of
up to 18,000 per event day or for general admission tickets where no assigned seating is
provided, no matter the attendance per event day. For events for which no tickets are sold,
there will be no facility use fee imposed. The Authority is the party who will determine the
projected attendance in connection with all events at the multipurpose facility and such
projection will be binding on all parties for purposes of imposing the facility use fee. The
facility use fee will only be imposed on those tickets that are sold and not on tickets
distributed, attendance, turnstile count or other measurement.

The facility use fee to be paid by the Team to the Authority, as provided in the Facility Use
Fee Use Agreement dated August 15, 2005, provides that, in general, there will be imposed a
charge of $4.25 per ticket sold for Team home games, increasing $0.25 per year, during the
term of the Amended and Restated Cardinals Use Agreement, dated as of August 15, 2005,
between the Authority, the Team and Stadium LLC (an affiliate of the Team). The portion of

23



Arizona Sports and Tourism Authority

Notes to Financial Statements
For the years ended June 30, 2008 and 2007

2. Summary of Significant Accounting Policies (continued)

this facility use fee that will be made available to the Authority for use in paying debt service
associated with the Series 2005A bonds will be the facility use fees collected by the Team
and Stadium LLC minus a maintenance and capital repair charge equaling 17.5 percent. The
Team and Stadium LLC will transfer the net facility use fees to a facility use fee trust account
under the terms of the Facility Use Fee Trust Agreement, dated as of August 15, 2005,
between the Authority, the Team and Stadium LLC. On an annual basis, the Authority will
provide to the Team and Stadium LLC a statement which will detail whether or not the
Authority will need to draw upon these funds in order to meet its Series 2005A bond debt
service. Those funds not required for debt service will be transferred to and become the
property of the Team and Stadium LLC. This agreement will remain in effect up through the
expiration of the Cardinals Use Agreement in 2036.

The facility use fee to be paid by the Fiesta Bowl to the Authority, as provided in the
Amended and Restated Fiesta Bowl Use Agreement, dated as of August 15, 2005 provides
that, in general, there will be imposed a charge of $4.25 per ticket sold for each Fiesta Bowl
game, increasing $0.25 per year during the term of the agreement. The Fiesta Bowl Use
Agreement provides that the Fiesta Bowi may no later than July 1, 2010, elect to discontinue
imposing, collecting and paying to the Authority the Fiesta Bowl Use Fee and in that event,
the Authority is entitled to receive the revenues from parking spaces sold for a Fiesta Bowl
game up to a maximum amount equal to what the Authority would have received if the
Fiesta Bowl had imposed the Fiesta Bowl Use Fee and 70,000 tickets were sold, as and to the
extent provided in the Fiesta Bowl Use Agreement. This agreement will remain in effect up
through the expiration of the Fiesta Bowl Use Agreement in 2036.

The Authority covenants that these additional revenues are and shall be treated by the
Authority as other Authority revenues for purposes of the Series 2005A Bond Indenture, shall
be subject to the lien of the Indenture as other Authority revenues and shall be transferred
to the Trustee as soon as is practicable after receipt by the Authority for deposit into the
Facility Revenue Clearing Subaccount Held by the Trustee. The Authority covenants to
collect and enforce the provisions establishing these additional revenues for so long as any
Series 2005A Bond remains outstanding.
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