Communication to the Board of Directors
June 30, 2006
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CPAs & BUSINESS ADVISORS

To the Board of Directors
Arizona Sports and Tourism Authority
Glendale, Arizona

We have audited the financial statements of Arizona Sports and Tourism Authority (the Authority) for the year
ended June 30, 2006, and have issued our report thereon dated September 28, 2006. Professional standards require
that we provide you with the following information related to our audit.

Our Responsibility Under Auditing Standards Generally Accepted In The United
States of America

As stated in our engagement leiter dated July 30, 2004, our responsibility, as described by professional standards,
is to plan and perform our audit to obtain reasonable, but not absolute, assurance that the financial statements are
free of material misstatement and are fairly presented in accordance with accounting principles generally accepted
in the United States of America. Because an audit is designed to provide reasonable, but not absolute, assurance
and because we did not perform a detailed examination of all transactions, there is a risk that material errors,
fraud, or other illegal acts may exist and not be detected by us.

Review of Internal Control

" As part of our audit, we considered the internal control of the Authority. Such considerations were solely for the
purpose of determining our audit procedures and not to provide any assurance concerning such internal control.

However, we noted a certain matter involving internal control and its operation that we consider to be a reportable
condition under standards established by the American Institute of Certified Public Accountants, Reportable
conditions involve matters coming to our attention relating to significant deficiencies in the design or operation of
internal control that, in our judgment, could adversely affect the Authority’s ability to record, process, summarize

and report financial data consistent with the assertions of management in the financial statements. The reportable
condition we noted is as follows:

Segregation of Duties

The Authority has a limited number of personnel, and, accordingly, lacks adequate internal controls in certain
areas due fo limited segregation of duties. This lack of proper segregation of duties could adversely affect the

Authority’s ability to properly record, process, summarize and report financial information and to safeguard
its resources.

The Authority is aware of the need to segregate incompatible duties and therefore has policies in place to
segregate duties to the extent possible. Additionally, management is always open and receptive to further
recommendations for improvement. With a limited number of personnel, the most effective internal control
lies in the current distribution of duties along with management's knowledge of matiers relating to the
Authority’s operations with effective oversight by the CEQ, the CFO, and the Board of Directors.

PEOPLE. PRINCIPLES. POSSIBILITIES.

www.eidebailly.com
1850 N. Central Ave., Stite 400 Phoenix, AZ 850044527 I Phone 602.264, 5844 NFax 602.277.4845 1 EOE




Arizona Sports and Tourism Authority
Page 2

Significant Accounting Policies

Management has the responsibility for selection and use of appropriate accounting policies. In accordance with
the terms of our engagement letter, we will advise management about the appropriateness of accounting policies
and their application. The significant accounting policies used by the Authority are described in Note 2 to the
financial statements. No new accounting policies were adopted and the application of existing policies was not
changed during 2006. We noted no transactions entered into by the Authority during the year that were both
significant and unusual, and of which, under professional standards, we are required to inform you, or transactions
for which there is a lack of authoritative guidance or consensus.

Accounting Estimates

Accounting estimates are an integral part of the financial statements prepared by management and are based on
management’s knowledge and experience about past and current events and assumptions about future events.
Certain accounting estimates are particularly sensitive because of their significance to the financial statements and
because of the possibility that future events affecting them may differ significantly from those expected. There
were no sensitive estimates affecting the financial statements.

Audit Adjustments

For purposes of this letter, professional standards define an audit adjustment as a proposed correction of the
financial statements that, in our judgment, may not have been detected except through our auditing procedures.
An audit adjustment may or may not indicate matters that could have a significant effect on the Authority’s
financial reporting process (that is, cause future financial statements to be materially misstated). In our judgment,
none of the adjustments we proposed, whether recorded or unrecorded by the Authority, either individually or in
the aggregate, indicate matters that could have a significant effect on the Authority’s financial reporting process.

In addition, the paragraph below summarizes uncorrected misstatement of the financial statements. Management
has determined that their effects are immaterial, both individually and in the aggregate, to the financial statements
taken as a whole.

During fiscal year 2005, the Authority applied all payments on the Cactus League Note Payable to interest
expense. $313,770 of these payments should have been applied to principle. The effect of this posting was
overstated interest expense in fiscal year 2005, understated interest expense in 2006 and has no effect on
ending net assets as of June 30, 2006.

Disagreements With Management

For purposes of this letier, professional standards define a disagreement with management as a matter, whether or
not resolved to our satisfaction, concerning a financial accounting, reparting, or auditing matter that could be
significant to the financial statements or the auditor’s report. We are pleased to report that no such disagreements
arose during the course of our audit.

Consultations With Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and accounting matters,
similar to obtaining a “second opinion” on certain situations. If a consultation involves application of an
accounting principle to the Authority’s financial statements or a determination of the type of auditor’s opinion
that may be expressed on those statements, our professional standards require the consulting accountant to check
with us to determine that the consultant has all the relevant facts. To our knowledge, there were no such
consultations with other accountants.
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Issues Discussed Prior to Retention of Independent Auditors
We generally discuss a variety of matters, including the application of accounting principles and auditing
standards, with management each year prior to retention as the Authority’s auditors. However, these discussions

occurred in the normal course of our professional relationship and our responses were not a condition to our
retention.

Difficulties Encountered in Performing the Audit
We enconntered no difficulties in dealing with management in performing and completing our audit.

This report is intended solely for the information and use of the Board of Directors and management of the
Authority and is not intended to be and should not be used by anyone other than these specified parties.

As always, we will be happy to discuss these or any other topics at your convenience. We would like to take this
opportunity to express our appreciation to you and your staff for the fine cooperation we received during the
course of the audit. We look forward to many years of continued service to Arizona Sports and Tourism

Authority.

Phoenix, Arizona
September 28, 2006



