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Report on the finandial statements

We have audited the accompanying finanaal statements of the govermnental activities, and the
rajor fund of Harts County — Houston Sparts Aathority (the “Authority™) as of and for the
vear ended [Jecember 31, 212, and the related notes to the financial statements, which
collectively comprige the Authority™s basic financial statements as listed in the rable of contents.

Management's responsibility for the financial statements

Management 15 responsible for the prepamston and fair presentation of these financial
stalements in accordance with accounting princples generally accepred m the United Staces of
America; this includes the desipn, implementation, and mainienance of internal control relevant
to the preparation and fair presentatiom of financial statements that are free from materal
mizstarement, wherther due to fraud or error,

Auditor's responsibility

Ohar responsibility is to express opinions on these financal statements hased on our audic. We
conducted our andit in accordance with auditing smandards generally accepted i the United
States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the finanoal statements are free from  materinl
tnisstatement,

An audit involves performing procedures to obtain audit evidence abour the amounts and
disclosures m the financal statements. The procedures selected depend on the auditor’s
pdgment, mcluding the assessment of Lhe risks of matenal musstatemnent of the fnancial
slaternents, whether due to fraud of cror. In making those risk assessments, the audilor
considers infernal control relevant to the Authotity’s preparation and far prescotation of the
financial starements in order to desipn audit procedures that are approptiate i the
drcumstances, but not for the purpose of expressing an opition on the offectiveness of the
Awthorily’s internal control. Accordingly, we express no such opmion. An audit also includes
cvaluating the appropriateness of accounting policies vsed and the reasonableness of significant
accounting estmates made by management, as well as evaluanng the overall presentation of the
financial statements.

Grant Thartidn LLP
LS. memaer firn of Grask Thamban Inferneecnal 14d



o Grant Thormton

W believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for cur audit opimuons.

Cpireons

In our opinio, the financal statements referred 10 above present fairly, in all marerial respects,
the respective financial position of the governmental activities and the major fund of the
Auvthority as of December 31, 2012, and the respective changes in financial position thereof for
the year then ended in accordance with accounting prindples generally accepted in the United

Stares of America.

Other matiers

Required supplementary information

Accounting principles generally accepted in the United States of America require that the
manapement’s discussion and  analysis be presented 1o supplement the basic financial
statements. Such mformation, althoush not a required part of the basic financial statements, 15
requited by the Governmental Accounting Standards Board who considers it to be an esscnnal
patt of financial reporting for placing the basic financal sttements m an appropriate
operaticnal, economic, or historical context. This required supplementary information is the
responsibility of management. We have applied certan limited procedures 1o the required
supplementary informanion 1n accordance with auditing standards penerally accepted in the
Umted States of America. These limited procedures consisted of mquines of management
about the methods of preparing the miommaton and comparmg the informaten for
consstency with management’s responses to our nquines, the basic financial stalements, and
other knowledge we obtained dunng our audit of the basic financial statements. We do not
express an opinion or provide any assurance on the information because the hmited proceduses
do not provide us with suificient evidence to express an opimon or provide any assurance.

Brant Kowdon Lip

[ Ieuston, Texas
June 6, 2013

arant Thoemton LLP
LLE. mrmkar frmol Giaet Formten Iden'adens | ed



ITartis County - Iouston Spotts Authornity

MANAGEMENTS DISCUSSION AND ANALYSIS
Year cnded December 31, 2012
(Unaundited}

This section of the FHarbs County — Iouston Sports Authority (the “Authonity™) financial statements presents
management’s discussion and analysis (“MD&A™) of the finandal activity of the Authority during the fiscal vear
ended December 31, 2012, Please read 1t in conjunction with the Autheriny’s basic financial statetnents following
this secton,

THE AUTIIORITY’'S BUSINESS

The Authority is a sports and communily venue districl engaped in the business of planning, acquuring,
establishing, developing, marketing, construcling or renovating one of more venue projects. The Autherity has
issued bonds and other subordinate debt, and contdbuted other available revenues, to finance the construction of
spotts venues, including Minute Maid Park, Reliant Stadium, and Toyota Center and the related parking garage.
The Auibority owns Mioute Maid Park and Toyota Center, and leases the venues to the Houston Astros and
Rocket Ball, Ltd. ("Rocket Ball™, respectively.  The Authortty does not own Reliant Stadivin but parially
finaneed the constraction of the stadivm and retains the debt on their financial staternents: bul not the asset,
Harrs County owns Reliant Stadium and leases it 1o the Houston Texans and the Ilouston Livestock Show and
Roden. Lease payments and certam revenues related to the use of Reliant Stadivm are assipned to the Authonty
to be used for the payment of debt related to the construction of Reliant Siadivm. General tax revenuoes are
pledged 1o the payment of debt issued for the finandng of Minure Maid Park, Toyota Center and Reliant Stadiom.

FINAMNCIAL ITIGHLIGHTS
Grovermment=1Wide

*  lThe toral government-wide liahilities of the Authority exceeded the asscts at December 31, 2012 by
464,493,885, Of this amount, ($576.552.219) is unrestricted net position; $13,423,647 s restricted for
specilic purposcs (restricted net position): $53,867.295 15 the amount resticted for debt service and
$44.747 398 is nct investment in capital asscts. A porton of the Anthority’s net liahilines reflects the
Hnancing of Reliant Stadium, of which the asset was transferred o another governmentat entity bul the
azsioated debt was retaned by the Authonty,

Fund Level
* Az of December 31, 2012, the Authotity’s governmental fund reported a fund balance of $73,241.043.
*  'lhe Authority previcusly issued debr to finance capital improvernents, MNote F of the basic financial
statements provides details relating to the long-term debrt,
OVERVIEW OF TIIE FINANCIAL STATEMENTS
This discussion and analysis are intended 1o setve as an introduction to the Authority’s basic financial starements.

The Authority’s basic financial statements comprise three components (1) Government-wide financial starements;
{2 Fund financial statements; and (3) Notes 1o the basic financial statements.



Covernment-Wide Financial Statements — are desipned to provide readers with a broad overview of the
Authority’s finances, in 2 manner similar 10 a pAvate-sccior business.  ‘The statement of net posilion presenits
infermation on all Authority assets and liabilitics, with the difference between the two reported as net position.
Chrer time, increases or decreases in net position may serve as 2 nseful indicator of whether (he financial position
of the Authority is improving or deterorating.  However, other nonfinancial factors should also be considered 1o
assess the overall health of the Authoriey

The statement of activities presents informaton showing how nel position chatged during the most recent fiscal
year. All changes in net position are reported as soon as the undetlying event giving tise to the change occurs,
regraridless of the timing of related cash flows. Thus, revenues and expenses ate teported in this statement For
some ttems that wall resule in cash flows o futuee iscal periods,

Typically, both of these government-wide financial starements would disinguish funetions of the reporting entity
prncipally supported by taxes and intergovernmental revenues (povernments] activities) from other functions thal
are intended to recover all or mn part a portion of their costs through user fees and charges (busmess-type
activities). The Authority, however, has and reports only povernmental acrivities.

Fund Financial Statemrents — are groupings of related accounts that are used to mantain conteol over
resoutees Lhat have been sepregated for specific acrivities or objectves. The Authority, like other stare and local
povernments, uses fund accounting to ensure and demonstrate finance-related legal compliance.  Funds can be
divided into three categories: governmental funds, propretary funds and fiduciary funds, The Aurhority has one
povernmental fund,

Governmental funds are used to account for essentially the same functions reported as povernmental activities in
the government-wide financial starements.  However, unlike the government-wide financal sratements,
povernmental funds financial statements focus on near-term inflows and outflows of spendable rescurces, as well
as on balances of spendable resnurces available al the end of the fiscal vear. Such information may be usefud in
vvahaating the Authonty’s near-term financing requirements.

Becavse the focus of governmental funds 15 narrower than that of the government-wide financial statements, it iz
useful o compare the information presented for governmenial funds with similar information presented for
fovernmmental activites in the government-wide financial stateinents. By doing so, readers may berter understand
the long-term impact of the government’s near-tenn financng decsions, Both the governmental funds balance
sheet and the governmental funds statement of revenues, expenditures and changes in fund balance provide a
reconciliation to facilitate this comparizon between governmental funds and governmental activities.

Notes ro the Basic Financial Statements — provide addifional informaton that iz essenrial to a full
undetstanding of the data provided i the government-wide and fund financial statements. The notes can be
found beginning on page 16 of rhis report,



GOVERNMENT-WIDE FINANCIAL STATEMENTS

As noted eatlier, net position tmay serve over tme as a useful indicator of a government’s financial posiion. 1a
the casze of the Authority, liabilities excecded assets by $464, 493, 885 at the close of the most recent fiscal year.

Harris County — Houston Sports Authotity

Condensed Statements of Net Position — Goverimental Activides
Decernber 31, 202 and 2011

N2 21
CURELENT AND OTHER ASSETS $ 0 03,630,249 $  BT62T7451
CAPITAL ASSETS (excludes Reliant Stadivm) 07T 623 434,944 737
Total assets 291,400,872 522572188
CURRENT AND OTHER LIABILITIES 11,996,423 11,024,592
LONCG-TERM LIABILITIES (ocludes Belinr Stadiem) 103, e, 834 1055, 167,354
Toral liabilides 10055, 50¥3 757 10,105 M6
NET POSTITOMN:
MNet mvestment w capital assers 44,747,398 FETR35,000m
Reztricred 67,290 936 63,221 235
Unrestricted (576,332,219) (583,019 983
TOTAL NET POSITION 5464493 885 F (547623758

The Authority has net position of $44,747 398 invested m capiral assets [eg., land, improvements, buildings,
cquipment, and infrastructure); less any related debr used 1o acquire those assets that is sull outstanding, The
main usc of these capital assets 15 to provide services o citizens; consequently, these assets are nol available lor
future spending. Althouglh the Aurthoriy’s investment in its capital assets is reported net of related debt, it should
be noted that resources needed to repay this debt must be provided irom other soutces, since the capital asscts
thermselves cannot be used to lquidate these liabilities. A portion of the Authoriy’s net positon reflects the
financing of Relant Stadiurn, of which the assel was ttansferred to another governmental entity bur the associated
debt was retaitied by the Authonty, The resources to ropay this debr must be provided from the revenues of the
Authority and include cortain charges for services and a partion of its general revenues.

Another portion of the Authority™s et posidon, $67,290.936 in the fiscal vear 2012, represents resources that are
subject Lo external restrictions on how they muy be used,

The remaining balance of the Authority’s net positien, 3(576,532.219) in the fscal vear 2012, represents the
Anchorinys ongeing obligations 1o citizens atud creditors and the obligation for Rohant Park debt thar s not offset
e the asset. A porton of the onrestricted balance retlects the Authoriy's investment in Reliant Park.

Met posidon increased by $83,122.873 prmarily due to the donation of BBVA Compass Stadm to the Sports
Authorty, which has been valued at 582,683,364,



The fellowang rable mdicares changes in net azsetz for g@vcrr&me:nm.l Actrvities:
Harris County — Houston Sports Authority

Condensed Statepnents of Acdvites — GGovernmental Actvities
Years ended December 31, 2012 and 2011

2012 2011
REVENLES:
Program revenucs:
Charges for services £ 43336,185 § 40540560
General revenues:
Hotel occupancy and vehicle rental taxes 47,700,357 42,542,736
Crain on termitaton of interest rate swap - 8060791
Donation of capital asset - BBV A Compass Stadiom B2,083,364 =
Farnings on imvesonents 1,135,721 1,530 867
Tolal revenues 174,855,627 02674963
EXPENSES:
Sports and entertainment venues 31,548,441 27,784,181
Interest on long-term debt 60,177,313 G2H98.620
Total expenzes 1,725,754 O0L6B2 R0
CHANGE IN NET POSITION 83,129,873 1,992 153
NET POSITION - Beginning (547,623 758] (549,615,911)
NET POSITION - Ending T (464493885)  § (547,623.758)

Programn revenues increased 32,795,616 in 2012 compared to the prior year due pomarly to events held by the
Authority in 2012, The increasc was partially offset by the deercase in the Hatris County Sports & Convention
Cotporation parking rovenue vsed for debt service. The Hotel Ocoopancy and Vehicde Renmal "l'ax revenue
increased by $5,157,621 and the mivestment eacnings decreased by §323,146 10 [Y 2012, The increase in hotel tax
and motor vehicle fax revenue resulted in part from the 2012 AAL Junior Olympics that the Sports Authorily
hosted in August 2012, along wath increased attendance at the Houston Livestock Show & Rodeo, fans attending
the Houston Texans” NFL plavofl game in January 2012, and the 2012 Chevron Houston Marathon, Expenses
for interest and bond related expenses decreased by $2,721.316 in FY 2012 pritnarily duc to the savings in interest
cost on the 2001 Seres €, D and E bonds that resulted from the termination of the interest rate swap agreements.

FINANCIAL ANALYSIS OF MAJOR FUND

Governmental Fund — The Aolhorily’s major general government functions are contained in the General
Fund. The focus of the Authonny’s povernmental fund is 1o provide infermation on near-term inflows, outflows,
and balances of spendable resoutces.  Such information is uscful in assessing the Autherity’s financing
requireinent.  In partcular, unassipned fund balance may serve as a usclul measure of a governments net
resources availahle for spending ar the end of rhe fiscal year.

At December 31, 2012, the Authonitys governmental fund reported a fund balance of $73,941,043.



‘The General Fund 15 the chief operating fund of the Authonty, At Decenber 31, 2012, the General Fund
reported revenues of $83,224, 3300

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assers — The Authority’s capital assets as of Jecember 31, 2012, amounted to $497,779,623 as
compared to $434,%44,737 a5 of December 31, 2011. The value of the assets increased $62,834,886 duc to the
contribution of BEYVA Compass Stadiam, which has been valued at 582,683,364, less depreciation cxpense for the
Authorigy’s assets. The construction of BBVA Compass Stadium, which was built on land leased to the Sports
Authority, was funded by the owner of the Houston Dynamo, a Major Teague Soccer (MLS) franchise. The
Sporls Authority accepred the donation of the Stadinm when it was opened ro the public in May, 2012,

Debr— At December 31, 2012, the Authority has total long-term liabilides outstanding of $1.043,906,834, For
further information fegarding debt, see Note IT

The bounds that funded the constuction of Reliant Stadium — the 2001 Series C, Series 13 and Series E bonds —
continued in term-out mode during FY2012, The bonds have been subject to rerm-out provisions since the
hquidity provider assumed ownership of the bonds i 2009, As of Decetnber 31, 2012, seven of the ten temm-out
pavments have been made, Rehant Park revenues continue to fund most of the debl service on the bonds in term-
out mode - the 2001 Series C, Senes DY and Series E bonds. The following table shows the Reliant Park revenues
for Y2011 and 'Y20H 2 that are pledged to the repayment of bonds in tetm-out modc:

2012 2011

Rodeo rent b 1, 50K, 0060 b 1,504,001
Rodeo admissions/parking tax 2 SR 384 2,510,646
Roden sales tax rebate 137 638 184,545
County admissions tax 962,157 1,220,610
Crunty sales tax rebate 382 441 565,377
County packing revenue - 1,560,658
Texans rent 4,014,000 4,00 00
Texans admissions /parking tax 2,236,086 1,930,354
Texans sales tax rebate O8T.628 1,621,086
T'exans supplemental rent 3,605 075 573,063

Terral b 18,110 4409 ) 20,844,242

On November 23, 2011, Moody’s Investor Service affiemed the underlving ratings on the sutstanding bonds of
the Authority, including a Ba3 underlying rating on the senior lien bonds, 4 B2 underlying mating on the junior licn
bonds, and a 33 underlying rating on rthe third lien bonds. Based on the enhancement provided throogh bond
insurance from Natonal Public Finance, all three liens of the Authorins bonds were rated Baal by Moody's (as
of May 21, 2013).

On June 22, 2012, Standard & Poor’s Rating Services raised the undetlying mtings for the Authority’s junior lien
bonds and third lien bonds to B, and affirmed the undetlying rating on the Authority’s senior lien bonds ar BRI
Based on lhe enhancement provided through bond insurance from National Pablic Finance, all three liens of the
Authority’s bonds were raled A by Standard & Poor’s, pursuant to a rating action taken on May 101, 2013.



ECONOMIC FACTORS

The Anthority’s pritary sources of revenue are from hotel occupancy taxes and motor vehicle renlal Laxes, which
ate larpely dependent upon the travel industry. The Houston area has seen an increase in hotel occupancy and
motor vehicle taxes over the past couple of years. In 2012, collections for the year were $5,157.619, or 12%,
more than collectioms for the vear ending December 31, 2012,

Economic stability has given Houston an upbeat amitude that iz attracting new businesses and new residents. The
Authonty expects horel occupancy and motor vehicle tax collections in 2013 o excerd the collections for 20012,
due in part to several major events oceurting in Houston in 2013, The Iouston Texans were once again in the
playaffs and played a first round game at Reliant Stadiom on January 5, 2013, Following thiz event — which the
Houston Texans won — Houslon was host to the 2013 NBA All-Star pame in February 20130 The All-Star game
was followed in March 2013 by the 2013 Houston Livestock Show and Roden, which set an all-time acttendance
record with 2,506,238 attending over a 21-day pedod. After the Houston Livestock Show and Rodeo, 1Touston
hosted the 2013 Offshore Technology Conference from May 6-9, 2013, Atendance at this cvent reached a
30-vear high of 104,800, which was the second highest atrendarnce in show history,

REQUEST FOR INFORMATION
‘This financtal report is designed to provide a general overview of the Authordty’s finances for all those with an
interest in the Autharity’s finances, Questons concerning any of the information provided in this report or

requests for additional {inancial information showuld be addressed to the Controller, Harris County - Houston
Sports Authoriey, 4 Houston Centler, 1331 Lamar Street, Suite 700, Houston, Texas 77040,
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ILatris County — Houston Sports Authority

STATOMENT QO NEL POSTTIENN
GOVERNMENTAL ACTIVITIES
DVecember 31, 2012

Assets:
Cash and cash eyunivalenes

§ 31973516

[ovesments 3372712
Accrued interest receivable 04,925
Die from other govertunental entitics 16,771 456
Prepaid and other assets 5,417,060
Capital assets {exclodes Reliant Stadiom):
land 24,496,607
Other capital asscts, net 473 283016

Total assets b 301 A9 872
Liabilities:
Accounts payable by 2,584,581
Diefermred revenue 5,245,347
Accrued interest 4. 146,995
Long terin liabilities (included Reliant Stadium deb):
Bonds payable - due within onc year 43049 875
Bonds payable - due m more than one vear OOH) 056,961
'I'otal liahilities 1,055,13,757
NET POSITION:
Met investment in capital asscts 4747 398
Hestricted for:
Delst service 53,867 285
Capital repair 1342364
Unrestricted (deficit) (376,532,217

TOTAL NET POSITION

The accompanying notes are an integral part of these financial slatetmernrs.

i1

$ (464,493,885




Harriz County — Iouston Spors Authority

SUATEMENT OF ACTIVITIES
Year ended Diecember 31, 2012

Met {expense)
revenue and

Program changes in
revere fiel posiion
Charges for governmental
Functions/ projprams L xpenses FErVICES activiries
Governmental activides:
Sports and cotertainment venues FO3.548441 £ 43,336.185 § 11787744
Interest on long-rerm debt 60,177 313 (60,177 313
Total povernmental activines £ 91725754 $ 43,330,185 § (4838056

Creneral rovenues:
‘l'axea:
Vehicle rental txes
Haotel oocupancy taxes
Donation of capiral asset
Earmings on investments

Total general revenues
CHANGES IN NET POSITION
NET POSITION - Beginning
NET POSITION - Ending,

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

g 22,676,980
25,023 377
2,683,364

1,135,721

131,519,442

83,129,873
(547,623,758)

3 (464,493,885



ILatris Countly — Howston Sports Authoricy

BALANCE SIIEET — GOVERNMENTAL FUND
GENLERAL FUUND
Drecember 31, 20012

ASSHETS
CASH AND CASIT EQUIVALTINTS £ 31973516
INVIESITMENTS NG pEArd B
ACCRUEL INTEREST RECEIVABLE 04,025
OTHER ABSETS 64,653
DUE FROM OTHER GOVIRNMENTATL ENTITIES 16,771,436
TOUAL F o BRATT,242
LIABILITIES ANT FETND BALANCE
LIABILITIES:
Accounts payable ¥ 240,728
Dreferred revenue 11,925 471
T'otal lialnlines 14,536, 1494
FUNDY BALANCE:
MNon-spendable 64,653
Restncted for debr service 33,867,295
Bestricted for capital projects 13423 641
Unassimed 6,585,454
Total {und balance TR0 M5
TCFLAL £ 88277242

The accompanying notes are an integral part of these finandal statements.
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Harris County — Houston Sports Authority

RECONCILIATION OF THE GOVERNMENTAL FUND BALANCE SHIZET

TOTHE STATEMENT OF NI'T POSTITON

December 31, 20012

TOTAL FUND BALANCE FOR GOVERNMEN'D FUNDS

TOTAL NET POSITION REPORIED FOR GOVERNMENTAL
ACTIVITIES IN THE STATEMENT OF NI POSITTON IS
DIFFCRENT BECALSE:

Capital assers used in governmental activines are not financial
resources and therefore are not reported in the funds.
Those asscts consist of;
Tand
Sports and entertainment venues projects - net of
$175,898,780 accumulated depreciatdon
Lqupment and vehicles - net of 34,843,800 accunmlated depreciation

Tertal capital assers

Long term liahdities applicable to the Authonty’s acovides
are nol due and payable in the current period and
accordmgly are not reported as fund liabilides. Interest on
Longr-term debt is not accrued in the governmental funds but
rather 12 recognized as an expenditure when due, Al
Liabilities both cuttent and long-rerm are reported in the
statement of net position

Balances as of December 31, 2012 was:
Accrued vacation payable
e o Arena contractor
Acerued miterest on bonds
Bonds payable

Total long-rerm labilities

some of the Authonity’s revenues will be collected afrer
vear-end, but are not available soon encugh to pay for the
current petiod's expenditures and therefore are deferred
1 furds.

Soime of the Authority’s expenzes relate o future periods
ammd should be deferred costs of =sunance - net of
$1.739,304 accumulated amortdzation.

TOTAL NET POSITION OF
GOVERNMENTAL ACTIVITIES

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

14
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73,941,043

24,496,607

163,923,546
9,357 470

497,776

(23,854)
(150,000
(4,146,995}
(1,043,906, 834)

(1048 227 6B3)

G.660,153

5,352,979

§

(464,493 883}




Hamis County — ITouston Spocts Authority

STATEMENT OF REVENUES, EXFPENDIITRES ANL
CHANGES IN FUND BALANCE - GOVERNMENTAL FUND
Year ended December 31, 2012

REVERL HS:
Taux revenues:
Veliele sental tax £ 22676980
Hotel occupancy tax 2R 023,377
Facilities nse tax 5,787 624
Sales lax rebate 1,207 708
Toal tax revenues 54695095
Rent 15,910,000
Rewalties 1,200,0047
Contractual payments 0605076
Investnent income 1,135
Miscellanequs 74,0403
Tal revenues £§3.224,530
EXPENDITTURES:
{Genciral and adminiseradve £.893 368
el service - interest 33,379 498
Debt service - principal 42,194,643
Teral expenditures B4,467,731
OTHER FINANCING SOURCES (USES):
Proceeds from bond msurance (2,599,490
Bepayments of bond insurance proceeds 2,599 4949

Tuoal other financing sources (uses) -

DEFICIENCY O EEVENLUES AND O THER FINANCING

SOURCES UNDER EXPENDITURLES AND OTHER FINANCING USES (1243221}
FUND BALANCE - Beginning of year 75184 204
FUND BALANCE - End of year FOTIMLMA

The accompanying netes are an integral part of these fnancial statements.



Iarrs County — Houston Sports Authority

RECONCILIATION OF THE STATTMENT OF REVENUES, EXPENDITURES,
AND CIIANGES IN FUND BALANCE OQF THE GOVERNMENTAL FUND
TOTHE STATEMENT OF ACTIVITIES
Drecember 31, 2012

NET CHANGE IN FUND BATANCES - Governmental fund 5 {1,243,221)

AMOUNTS EEPORTED FOR GOVIENSMENTAL ACTIVITIES IN
THE STATEMENT OF ACTIVITIES ARE DIFFERENT BECALSE:
Governmental funds report capital cutay as expenditures. However,
in the statement of actvities, the cost of these assets s
allocated over their estimated useful lives and reported as
depreciation expense. This is the amount by which the value of
donated asscts exceeded depreciation in the curtent period. G2 534,886

Repayment of principal is an expenditure in the governmenial funds,
buit reduces the liability m statement of net position and does 1ol
affect the statemen | of actvides, These amounts are the net effecr of
these differences in the rreatment of long-terin debt and related 1tems.

Change in accrued nterest 136,550
Accreted interest 26,934, 168)
Amortizadon of del {ssuance cost {202,636)
Repayments - to paying agent for bond principal 42,194,685

1Jebr transactions 15,194,431

Certai costs paid are not recorded as expenditures in the
fund - level statements

Change in vacadon payable {4,454
Certain dterns are fot collected swithin the time frame {or

recording as revenue in the fund-level statements 0,348 236

CITANGE In NET POSTIION OF GOVERNMENTAL ACTIVITIES b 83,129 873

The accompanyving notes arc an integral parr of these financial stalements,
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Hatris County — Iouston Sports Authority

NOTES TO FINANCIAT STATEMENTES
Year ended Decomber 31, 2012

NOTE A - THE FINANCIAL REPORTING ENTITY

The Hamis County — Houston Sports Authorrry (the “Sports Aulhority” or “Authosiy™) was created by
concurrent orders adopted in July 1997 by the Commissioniers Court of [ards County, Texas (the “County™),
and the City Counal of the Ciry of Houston, Texas, {the “City™), which, as amended, became effective
September 1, 1397, ‘T'he Sports Authority 15 a political subdivision of the State of Texas, organized as a sport
and community venue district under Chapters 334 and 335 of the Texas Local Government Code (the “Act™).
The Sports Authorily was erealed for the public purpose of planaing, acquiting, establishing, developing,
moarketing, consttucting Of renovating onRe or MOCe ¥eiue projects.

The sports Authority is governed by a Board of Directors that consists of 13 voring members. Six members
are appointed by the Ciry and six members are appointed by the County. The Chatrperson of the Sports
Authority (the “Chairperson”) is jeintly appointed by both the City and the Counry. The Sports Authority is
considered a primary povernment entily since it satisfics all of the following criteria: {a) no entity appoints a
vorng majority of its poverning body, {b) it is legally separare from orher endtes and (c) it is fiscally
independent of other state and local governments,

The Act provides statewide enabling legislaton for the creation of Sportz and Community Yenne Districts and
lacal aption use of certain taxes for the development of sports, conventiom, culmare and tourism facilines, The
Act provides, among other sousces, the following revenne options, which the Sports Authority has imposed to
e utilized in the financing of Minute Maid Patk (sce Note H}, Reliant Stadium {see Note [) and the Tovota
Cenler (see Note J): i

= A short-term motor vehicle tax not to exceed five percent of gross receipts on vehicle rentals of 30 days
or less initiated within the City and County limits (the “Short ‘Term Vehicle Rental 'Tax™). The Sports
Autherity has entered into an agreement with the Office of the l'exas Comptroller of Public Accounts
(the “Texas Comptroller”) to collect these vehicle renral raxes. Such agreement provides for a collection
fee payable to the Texas Comptroller of an amount not to exceed 550,000 annually, The Texas
Comptroller has waived the collecton fee,

* A hotel occupancy Lax not to exceed two percent of the price for a hotel room rental costitg more than §2
each day for those rentals less than 31 consecunve days within the City and Counly limits (the “Totel
Orecupancy Tax™). The Spotts Authority has enrered into sn agreetnent with the Tax Assessor - Collector
of the County {the “Tax Assessor™) to colleet these taxes. Such agreement provides for a collection fee
payable to the Tax Assessor of an amount nat to exceed $50,000 annually.

Addifional revenue options available under the Act and utilized by the Spotts Authodty for Reliant Stadinm
are ag follows:

* An admission tax not exceeding ten percent on events held within the stadiom, which the Sports
Authority has agreed to cap at $2 per ticket.

» A parking tax not to exceed $3 per vehicle on vehicles using the stadium’s parkinp facltics for a perod

beginning three hours before and ending three houts after an cvent, which the Speorts Authority has
agreed to cap at $1 per vehicle,
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Harris County — Houston Sports Authority

NOTES TO FINANCIAL STATEMENTS - CONTTNUEL
Year ended December 31, 20112

MNOTE A -TIHE FINANCIAL REPORTING ENTITY — Continuved

* A conlribuion or dedicanon to the Sports Authonity of all or parc of the sales and use tax revenue
recetved by the City, and the Merropolitan Transic Authority of Haris County, Texas [“MITTROY), and,
that is guaranteed, paid or collecled by any or all businesses operating at the stadium in an approved venue
project.

Subject to voter approval, admissions tages, parking taxes, lease revenues and sales tax rebates could be vsed
for other venue projects.

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The accountng policies of the Sports Authotity conform to generally accepted accounting principles
applicable to governmental units as promulgated by the Governmental Acecounting Siandards Board

{GASHET). A summmary of the Sports Authoriry’s more significant accounting palicies follows.

1. Financial Statement Pregepration, Measurement Focus and Basis of Presentation

Covernment-Wide Statements - — Government-wide financial stalements consist of the statement of net position
and the statement of acovities. These statements report informmation on all of the non-fiduciary activities of
the Spotts Awthority.  ‘Lhe Sports Authority teports only governmental activities, which normally are
supported by tax revenues.

The government-wide financial statements are prepared using the economic resources measurcment focus and
the accrual basis of accounting. Under this measurement focus, revenues are recorded when earned and
expenses are recorded ar the time liabililes are incurted, repardless of the tdming of cash flows. Grants and
similar items are recognized as revenue as soon as all cligbility requirements imposed by the provider have
been met,

The slatement of activities demonstrates the degree 1o which the direct expenses of the Sports Authority’s
program are offset by those programs” revenues, Propram tevenues include (1) charpes to customers whe
purchase, use, or directly benefil from goods, services, or privileges provided by the program and (25 granis
and contributions that are resuicted to meeting the operational and/or capital reguirements of a particular
program.  Program revenues are pencrated from sports and enterminment venue activities, Taxes and other
items net included among program revennes are reported instead as general revenues,

Frad-Lene! Yeatements — The governmental fund uses the maodified acoraal basis ol accounting, Under the
modified accrual basis of accounting, revenues are recognized when suscepuble 10 acerual (e, when they
become both measurable and available).  “Measurable™ means the amount of the transaction can he
determined and “available” means collectible within (he cutrent petiod or soon cnough thereafrer to be used
to pay habilities of the current period. The Authority considers taxes and other revenues as available if they
are collected prior to March 17 of the next year. Lxpenditures are recorded when the related {und lability is
mecurved. Principal and intetest on gpovernmental long-rerm debr are recorded as fund hiabilitics when due or
when amounts have been accumulated for payments 1o be made eatly in the following vear. Grant and
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Harris County — Houston Sports Authority

NOTES TO FINANCIAT STATTMENTS - CON'TINLEL
¥ear ended December 31, 2012

NOTE B = SUMMARY OF SIGNITICANT ACCOUNTING POLICIES -~ Continued

eptitlement revenues are also susceptible to accrual. These funds are accounted for on a spending “financial
flow”™ measurement focus. This means that only current assets and current Halalities are pencrally incduded on
their balance sheets.

Governmental fund operating statements present increases [(tevenues and other financing sourcest and
decteases {expenditures and other financing uses) in net curtent assets. Accordingly, they are sad to present a
strunary of sources and uses of “available spendable resources™ dudng a peroed,

Fuonds are generally lassified into three catepories: Governmental, Proprietary, and Fiduciaty, The Sports
Authorily has only one governmental fund, the General Fund and reports il as a major fund,

2. €Cash and h Equi

The Sports Authority considers all financial nstruments with a matutity of three months or less at the dme of
purchase o he cash equivalents.

3. Capital Assets

Capital assets include land, buildings, improvements other than buildings, and equipment that are used in the
Authority’s operatons and benefil more than a sinple fiscal vear.

Capital assets of the Sports Authority are defined as assets with individual costs of $1LI0K or more and
estimated useful lives in excess of one year,

All capital asscts are stated at historical cost or estimated historical cost if actual cost is not available, Donated
capital assets are stated at their esamated fair value on the date donated,

Capital assets are depreciated in the government-wide financial statements using the straight-line method over
the fullowing estmated nseful lives:

Asset Y ears
Buildings A0-4)
F'.quipment 326}

4. Net Position and Fund Balances

Net Poslion Clangfiabions - - Net position w the government-wide financial statements are classified in three
categories: (1) net investment in capital assets, (2 resttcted net position, and 3} unrestricted net positon.
MNet position is shown as restricted if constraints placed on use are either (1) externally imposed by creditars,
grantors, contributors, or laws or wregulatons of other governments or (2) imposed by law through
constitutional provisions or enabling lemslation. 'I'he Sports Authority’s restricted net position is restricted for
debt service and cortain capital items.
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ILatris County = Iouston Sports Authority

MNOTES TO FINANCIAL STATEMENTS - CONTINUEL
Year ended December 31, 2012

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Claisgfivations af Fand Balanee — In the fund financial statements, the goverminental fund reports fund balance in
the following three categories: (1) restricted For debt service, (2) restricted for capital projects and
{3y nnazsigned.  The Sports Autherity follows the provisions of GASB 54 “Fesd Balesee Reporting and
Governmental Vand Type Definitions,” Under GASB 54, fund balance should be reported in one of the tollowing
five categories: (1) nonspendable, (2) restricred, (3) commmtted, (4) assigned or (5) unassigned. The Authority
has determined that it does not have any committed or assigned fund balance. Under GASB 34, the
nonspendable fund balance classification includes amounts that cannor be spent because they are cither (3} not
m spendable form, or (b) legally or contracrually required to be maintained mlact, This “not in spendable
torm™ criterion includes ftems that are not expected to be turned into cash, like prepaids and inventories as
well as the long term amount of loans and notes recervable. The Sports Aulhorty classifics all of its prepaid
cxpenses as nonspendable.  Under GASE 54, fund balance should be teported as restricted when constraings
placed on rhose resources are either (1) externally imposed by creditors (such as through debr covenants),
grantors, contributors, or laws and regulations of other governments; or {2) imposed by Jlaw through
constimtional provisions or enabling legislaton. The Sports Authority’s resources held for debt service on
long term obligations are restricled based on the terms of the 1ssuing documents for the long term obligadons,
The Sports Authorily’s lease agreements for the facilifies owned or built by the Sports Authority specily
specific funding requirements for capital repair and replacement expenditures in those faciliies. The funds to
pay for those expeaditures ane restricted. Fund balanee that s not dlassified as non-spendable and has not
been restricted, committed or assipned to specific purposes 15 classified as unassigned,

‘The Sports Authoriry has funds set aside for capital repair and debt service related costs. The Authorily
considers restricled amounts 1o have been spent when an expenditure is incurred for purposes for which both
restricted and unrestrcted fund balance is available. The Sports Authonty considers unassigned amounts to
be spent when an expendinsre is incutred for the purpose for which amounts in any unrestrcted fund balance
classification coukd be used.

5. LUse of Estimatgs

‘The preparation of financial stalements in conformity with generally accepred accounting principles requises
managemenl Lo make citimates and assumptons that affece the reported amounts of assets and labilitics and
the disclosure of continpent asscts and labilities at the dare of the financial statements and the reported
atnowunts of revenues and expenditures during the reportong period. Actual results could differ from these
esttmates.,

NOTE C-DEPOSITS AND INVESTMENTS

The Sports Authority 15 oblizated to deposit primanly all of s revenues into certain accounts held in trust (the
“Pledged Accounts™) in accordance with provisions included in the bond indenture, as amended and
supplemented, which is described in Note F. As of December 31, 20H2, debt service accounts available
totaled $53,867.295 and are restricted only for the payment of prinapal and interest on the bonds,
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Hatris County — Houston Sports Authority

NOTES TO FINANCIAL STATEMENTS - CONTINGELY
Year ended December 31, 2012

NOTE C - DEPOSITS AND INVESTMENTS — Continued

The Sports Authority’s investment activities are povertied by the State of Texas Public Funds Investment Act,
bond covenants and trast agreements, and the Sports Authority’s investment policy.  Scourdties that are
acceptable az collateral are obligations of the United Srates and its agencies, various states and their
municipalities, school distdets and special districrs.  Interest earmnings from specific investments are credited
directly to the account whete the investment was made from.

1. Deposits

Chapter 2257 of the Texas Government Code is known as the Public Funds Collateral Act. This act provides
guidelines for the amount of collateral that is required to seoure the depesit of public funds. TFederal
Depasitory Insurance (FDIC) is available for funds deposited at any one financial institation up fe 2 maximum
af 3230,000 each for interest bearing demand deposits, ntme and savings deposits, and deposits pursuant 1o
indenture and vnlimired FIDIC coverage for non-interest bearing demand depasit accounts. The Public Funds
Collateral Act requites that the deposit of public funds be collateralized in an amount not less than the wial
deposil, reduced by the amonnt of FDIC insurance available

‘T'he custodial credit risk for deposits is the risk that the Sports Authority will not be able to recover deposits
that are in the possession of an outside party, Deposits are exposed o custodial credic risk if they are not
insured or collaterahized. AL December 31, 2012, the carryving amount of the Sports Aorhority's non-interest
beatng demand and time deposits was $6,322.590 and the halance per various financial institutions was
§6,322590. 'The sSports Authontys deposits are not exposed to custodial credit risk since all deposits are
vovered by FDIC insuranec,

2. Investments

Chapter 2256 of the Texas Government Code is known as the Public Funds Investment Act. This act
aathovizes the Sports Authority lo invest funds pursuant to a wntten investment policy, which primanly
emphasizes the safety of principal and liquidity, addresses investment diversification, yield, and matunity. The
Sports Authority’s investment policy is reviewed and approved annually by the Board of Directors. The
Invesunent Policy includes a list of authorized investment instruments, & maxtrmom allowable stated maturity
by fund type, and the maximum weighted average maturity of the oversll portfolin.  Guidelines for
diversification and nsk tolerance are also detailed wilhin the poliey.

Sports Authotity funds may be invested i the following mvestments provided that such investmenis meet the
puidelines of the investment policy:

a. Obligations of the ULS, Government or its agencies and instmmentalities
b, Direct Gb]igalion o the State oof Texar or its agencies and mstrumentalides,

. Other Obﬁgﬂﬁﬂns the principal and interest of which are uncondiionally guaranteed or insured by or
Dacked by the full faith and credit of the State of Texas or the U5

d. Obligatons of states, agendes, counties, cities, and other political =subdivisions of any state rated as
imvestment quality by 2 nanonally recopnized investmenl ratng firm not less than AA or ik
equivalent.
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NTES TO FIKANCIAL STATEMENTS - CONTINUED
Year ended December 31, 2012

NOTE C - DEPOSITS AND INVESTMENTS - Continued

1.

Certilicates of deposil issued by a stile or natota] bank domiciled in this state or a savings and loan
assodation domicled in this state that are gnaranteed or nsured by the FDIC ot sccured by
authorized investments that have a market value of nor less than the principal amount of the
certificates,

Fully collateralized repurchase aprecments that the Sports Authority has obtamed a sipned master
repurchase agreement with the company inte which the agreement i entered, as authonzed by the

Public Funds Investment Act.

Commercial paper with a stated mamrit}- of 270 days or fewer from the date of issuance as suthorized
by the Public Funds Investment el

No-load money marker mutual funds regulated by the SEC, with a dollar-weighled average stated
mamrty of 90 days or fewer and which include in (heit imvestment objectives the maintenance of a
stable new asset valoe of $1 per share as authorized by the Public Funds Investment Act.

Cuaranteed Investnent Contracrs as authorized by the Pablic Funds Invesmment Act

Public Funds Investment Pools as authonzed by the Investment Act

3. Summary of Cash and lnvestments

The Spors Authonty’s cash and investments ave stared at fate value based wpon guoted market prices. The
following 15 a summary of cash and investments held by the Sportz Aathority at December 31, 2012

Crovernment-Wide Smtement of Net Assets

Cash and cash equivalents $ 31,973,516
Investments Josy2 T2
Toral cash and investments § 71,346,228




Harris County — Houston Sports Authority

NOTES TO TTNANCIAL STATEMENLS - CONTINUEDR
Year ended December 31, 2012

NOTLE C - DEPOSITS AND INVESTMENTS — Continued

The table below indicates the fair value and maturity value of the Sports Authonns invesiments as of
December 31, 2012, summatized by securily Lype. Also demonstrated are the percentages of total portfolio
and the weighted average maturity in vears for cach summanzed secunty ope.

Weighted Credir
avetage rating
Fair Percent matanty S&P/
Secunry value of portfolio {years) Mondy's
Commercial papert £ 9217258 14.17%% 070 A1
LIS, agencies 13,0017, 2) H1LO2%n 376 AAAAda
Local government bond 17138164 20.36%, A0H AAN Ana
Money matket muonaal fonds 25,600,926 3945 1.00 AAAmS Aag
Total investrments 5,023,638 SELLNE L
Detnand and time deposirs 6,322 3N}
Tertal cash and investments g 71,346,228

4. Risk disclosurcs

Tusererf Rate — All investments carry the dsk that changes in market mterest rates will adversely affect the fair
vahie of an investment.  Generally, the longer the maturity of an investment the greater the sensitivity of its
fair value Lo changes in market interest rares. One of the ways that the Sparts Autheority managres its exposure
to inlesesi rare tisk is by purchasing a combination of shorter and longer term invesiments and by matching
cash {lows from maturines so that  porton of the portfolio 1s maturing evenly over time as necessary to
provide the cash flow and liguidity needed for operations.

According to the Sports Authority mvestment policy, no more than 23% of the pertfolio, excluding those
tvestments held for future capital expenditures, debt service payments, bond fond reserve accounts and
capitalized interesr funds, may be invested beyond 24 months, Additionally at least 15% of the portfalio, with
the previous exceptions, is invested in overnight instruments of in marketable secuntes which can be sold o
ratse cash within one day’s notice. Overall, the average maturity of the portfolio, with the previous exceplions,
shall not exceed lwo years. As of December 31, 2012, the Sports Authoriry was n complisnce with all of
these puidelines to manage interest rate risle

Creai? Risk and Concentration of Credit Rirk — Credit nisk is the risk that an tssuer or other counterparty to an
invesiment will not fulfill its oblipadons.  Concentration of credit risk is the risk of loss attbured to the
magnitude of an wvestment in a single issuer. The Sports Auothority mitipates these dsks by emphasizing the
importance of a divessified portfolio. All {funds must be sufficdently diversified to eliminate the risk of loss
resulting from over-concentration of assets in a specific maturity, a specific issuer, or a specific class of
securities. In particulat, no more than 50%% of the overall portfolio may be invested i tme deposits, including
cettiflicates of deposit, of a single issuer.
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Harris County — Houston Sports Authority

NOTES TO FINANCIAL STATEMENTS - CONTINUED
Year ended December 31, 2012

NOTE C - DEPOSITS AND INVESTMENTS — Continued

The following individual investments have fair values greater than 5% of the portfolio:

Fair value
Drecember 31, Percent of
Investment 2z porttelio

Federal Home Toan Corporation Nate § 13017290 18,24
New York City General Obligation Bond 17,138,164 24.0%
Ford Motor Commercial Paper 5071 440 BAT
P orzan Money Marker Fund 6,328,606 38™a
Fidelity Money Macket Fund 19,322,319 2.0

Concentration by issuer for other nvestment instrutnients is not specifically addressed 1n the invesmment
pohcy. Herwever, the policy does specify that accepiable investment instruments must have high quality eredir
ratings and, consequently, risk 13 tinimal.

The sports Authotity’s investment pohey establishes minimum acceplable credit raungs {or certain investment
instruments. Sccutities of states, agencies, counties, cities and othet polideal subdivisions must be rated as to
investment quality by a nationally recognized invesiment rating finm as AA or its equivalent. Money- marker
muraal funds and public funds mvestment poals must be fated as Asa by Moody's Investor Ranng Service,

Crifodial Credif Rark — Investments are exposed to custodial eredit dsk if the investnents are uninsurcd, are
not registered in the Sports Authority’s name and are held by the countetparty. In the event of the failure of
the counterparty, the Sports Authority may not be able 1o recover the value of its investments that are held by
the counterparty. As of December 31, 212, all of the Sports Authority's investments are held in the Sports
Authorite’s name.

Foreggn Carrengy Rivk — Torcipn carrency risk is the risk that fluctuations in the exchanpe mate will adversely
affect rthe value of investments denaminated in 4 currency other that the U5 dollar. 'The Sports Authonin's
Investment Policy does not list securities denominated in a foreign currency among the authorized investment
msruments. Consequently, the Sports Authofity is not exposed to foreign currency risk.

WOTE D - ACCOUNTS RECEIVABLE AND DUE FROM OTHER GOVERNMENTAIL ENTITIES

At December 31, 2012, receivables included §94 925 for accrued interest related to investments, An allowance
for uncollectible accovnts has net been recorded as management helieves all receivables will he collected.



ITatris County — Houston Sports Authority

NOTES TO FINANCIAL STATEMEN'TS - CONTINUED
Year ended December 31, 2{H 2

NOTE D - ACCOUNTS RECEIVABLE AND DUE FROM OTIIER GOVERNMIENTAL

ENTITIES — Continued

At December 31, 2012, amounts due from other govertmental entities consisted of the following:

Texas Comptroller - short term vehicle rental tax

Hartis County Tax Assessor - hotel occupancy tax

Metropolitan Transit Authonity - sales lax rebate
Uiy of Iouston - sales tax rebate

Texas Comptroller - Event Trasr Fund

Crther - miscellanecus

Toral due [totn other povernmental cotitics

NOTE E - CAPITAL ASSETS

Capiral assets transactions are summarized as follows:

§ 3,364,845
5,465,780
1,033,73%
1,053,738
4,562,946
1,070,389

§ 16771456

lialance, Balance,
Drecomber 31, December 31,
2011 Addidons Disposals e ) o
{Governmental actvitdes:
Land and other improvements  § 23,496,607 % by 24 496,607
Total capital assets
101 depreciated 24 496,607 24.496,007
Buildinps BT, 140,962 BZ,683,304 639 824 326
Equipment 14,201 270 - 14,201,270
Total capital assets
being depreciated 571,342,232 B2, 683,304 654,025 596
less accurnulated depreciation:
Banldings 157,920,078 17972702 73,808 TH0
Lquipment 2.968,024 1875776 4. 845, B0
Todal capital asscts
being depreciated - net A0, 448,15} 62554, 886 473,283,016
Gorvernimental activipes
capital assers - net 434944 737 £ 62R34LEBO §OADRIM6EE




Haceris County — Houston Spores Authority

MOYITES 'TO FINANCIAL STATEMENTS - CONTINUED
Year ended Decetnber 531, 2012

NOTE F - DEBT

'Lhe tollomang is 4 summaty of the long-term debt as of December 31, 2012;

Serdor Lien Special Revenue Bonds  Sertes 1998A

Junior Lien Special Revenue Bonds - Seres 19988
Taxable Junior Lien Special Revenue Bonds - Series 19980
Senior Licn Revenue Befunding Bouds - Seres 20014
Junior bien Revenne Relunding Bonds - Scres 20018
Jueior Lien Special Revenue Bonds - Series NKHC

Taxable Junine Lien Special Revenue Bonds - Series HHHD
Taxable junior Lien Spedal Revenue Bonds - Series 2H01E
Senior Lien Bevenue Bonds - Series 2000€5

Juninr Lien Revenae Bonds - Sedes 2001H

Taxable Senior Lien Revenue Bonds - Series 20011

Third Lien Refunding Bonds - Series 20044-3

sSubordinate Lien Note - Sedes 20101, €2

subordinate Lien Note - Serigs 2001121, D2

Sulilotal

Accredon and accrued interest:
Series 19985 Capital Appreciation Bonds (CAB'S)
ROCM Reimbursement Agreement
Series 20014 Capital Appreciation Bonds
Series H0A Capital Appreciation Term Bonds {CATB's)
Seres 2001C1, €2
Series 2L, 122
Sertes 20010 Capital Appreciation Boneds
Series 2001H Capital Appreciation Bonds
Series 20044-3

Taotal

*£ o stated o tiriey date bad cannod excesd 2031

Imtcrest Mararity N2

rate (%o dares Amounl
39522 2001-20724 ¥ 110,430,000
4.72-5,50 2008-2022 0,038 6949
582675 200022017 18,280,000
B0-5.50 2002- 2040 B5. 455,877
5.16-6.25 2031- 2040 200, 40,600
423 2003-H4 11,665,000
4,25 2003-2014 14 9400 8000
6,25 20003-2014 7,790,000
5.25-B7h 20152041 163,601 688
5.05-6.30 2020-20:41 56,623,642
6.5 HKG 22,395 000
2.75-5,00 20052039 31,663,154
Fil] i 5 12,060,000
5 M 20,000,000
BO5,03, 100
34,904 069
30,214,190
13 452 B27
44 805,610
6,968,567
25,8494 634
0452615
529660150
20,177 167
50 14M3E.0906,834

Lhe Series 1998 Bonds were issued to finance Minute Maid Patk  The Sedes 2001 A-IL Bonds (“Stadiam
Bonds™), the RCM Loan and the Senes 200162 Subordinate 1.1en MNotes were issued to finance a substantal
porien of the costs of Rehant Sradiom. The Series 20016 - 1 Bonds (“Arena Bonds™), the Series 20014
Senor Subordinate Nore and Series 20010 Subosdinate Lien Notes were issued 1o finance a substantial
portion of the costs of the Toyola Center. The Sedes 2004A Bonds were issued to refund a portion of the

interest payments for certain bonds previously issued,
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Hazris County — Houston Sports Authﬂrity

WOTES TO FINAMCIAL STATEMENTS - CONTINUEL
Year ended 1Jecember 31, 2012

NOTE F-DEBT - Continued

The bonds are special limired obligations of the Sports Authorty that ate payable solely from and secured by a
lien on certain revenues, special revenves and other assets of the Sports Authoriry as provided in the bonds®
indentures, inchrding Hotel Ovcupancy Tax revenues and Sheet Term Vehicle Renal Tax revenues. Certain
revenues and certain assets are not available to cover debr service requirements on all 1ssues. The trust
indenture for each bond 1ssuc outlines the revenues pledoed to the related bond issue.

The Series 1998 Bonds are [urther secured by amounts recelved by the Spores Authority pursuant 1o the
Stadium Lease Apreement and License Agpteement between the Sports Authoriee and the HHEI? Team
Ioldings, LLC, d/b/a Houston Astros Baschall Club (the “Asztros™).

The Stadium Bonds are further secared by guaranieed payments from Houston NEL Heldings {(“NIL Clab™)
pursuant Lo the NFL Club Lease Sgreement, amounts received from the Housion |ivestock Show and Redeo
("TILER™, pursuant to the Rodeo Lease Apreement, and certain parking tax revenues, admission tax revenues
and sales tax rebate revenues as descobed below.

The Series 2001C Stadium Bonds are further secured by (1) first, the Rodeo Speaal Revenues, consisting of the
annual lease payvment from the HLSR pursuant to the Rodeo Lease Agreement, the Beries 2001 Project
Admissions and Parking Revenue Tax collected in connection with certain Roden events ar the peoject and a
sales tax rebate on cetiain Rodeo evenls held at the project and (i) second, the Governmental Special
Fevenues consisting of a sales lax tebate on certaln governmental events and the Sertes 2001 Project
Admisston tax en cortain County events,

The Series 2001D and E Siadivm Bonds are further secured by the following Series 2001 Special Revenues
(1) first, the NFL Club Specal Bevenues and NFL Club Supplemental Revenues consisting of the annual lease
payment from the NFL Club and the supplemental payment outlined in the NFL Chalx Lease, the Series 20{1
Project Admissions and Parking Revenue Tax collected in comnection with certain NFL Clob games and
cvents at the Project and (1} sccond, the Harrds County Spores & Convention Corporation {lhe “Corp:}raﬁmn”)
Parking Revenues and (uf} third, the Governmental Special Revenues consisling of a sales tax rebate on certain
governmental events and the Series 2001 Project Admisston tax on certain County events,

The 2001 Sevies G- 1 bonds were issued to finance certain of the costs of acquiring, constructing and equipping
a multi-purpose arena to be located in downtomn Houston and a related patking garage and infrastructure that
will be the home of the Houston Rockets NBA team, professional hockey and other events. The Arena —
narned Tovota Cenler - is located on land owned by the City of Houston and leased to the Authonty, The
parking arage s located on land owned by the Authodty, The peoject 15 owned by the Authority and leased
to Rocket Ball Ltd., d/b/a the Houston Rockets. The bonds are secured by a pledge of the Maotor Yehicle

and Hotel Occupancy Tax revenues,

The Corporation previously entered inte a Loan Agreemenr, dared as of July 25, 2001, with RCM Financial
Cotporation {“RCAM) under which the Corporation may deaw up to §19,105,000 (the “RCM Loan™. The
Sports Authority entered into a Reimbumsement Agreement, dated as of July 25, 200, with the Corporation
wherein the Sporis Authority is abligated (o reimburse the Cogporatinn to the extent the Corporation uses any
of its revenues to repay the RCM Losn, Dudng 2006, the Resmbursement Agreement, apggregate pﬁncipﬂl
amount of $26,373,243, was transferced from the Corporation to Harris County, Under the terms of the
agreement the Authority began making payments to Harris County in August 2010,
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Harris County — Houston Sports Authoricy

NOTES TO FINANCIAL STATEMENTS - CONTINUII
Yewr ended December 31, 2002

NOTE F - DEBT - Continued

The Sports Autherly wssued its Subordinate Lien Note, Sertes 20010 i the aggregate principal amount of
512,000,000 (ihe “Series 2001C Subordinate Mote™). 'The Series 2010 Subordinate Nole was povatcly placed
with the Corporation. “Lhe Serigs 2001C Subardinate MNote is secured by a pledpe of the Hotel Oecapancy Tax
and the Vehicle Renml Tax subordinate to the pledge thereof 1o the Sedes 1998 Bonds, the Series 2001
Stadiom Bonds, the Series 2001 Arena Bonds, the Sedes 2004 Third Licn Refunding Bonds, and the RCM
Loan, 'Lhe proceeds from the Seres 2001C Subordinate Mote were used to finance a portion of the
comatracnen costs for Reliant Stadium,

The Sports Authority tssued its Subordinate Lien Note, Sertes 200112 in the agpregate princpal amount of
$20,000,000 (the “Sertes 200113 Subordinate Notes™). The Seres 20011 Subordinate Notes were privately
placed with an affiliate of Rocker Ball. The Serfes 20(HI? Subordinate Notes are sccured by a pledge of the
Heotel Ocoupancy Tax and the Vehich: Rental Tax sabotdinate to the pledge therenf to the Series 1998 Bonds,
the Series 2001 Stadiom Bonds, the Serdes 2001 Arena Bonds, the ROM Loan, the Serdes 2001 -1 Note and
the Series 2004 Relunding Bonds. The proceeds from the Serdes 200103 Subordinate MNotes were used o
finange a portion of the constucton costs for Tovota Center

The Sports Authoriry issued its Third Lien Relunding Bonds, Sedes 20044 in the aggregate principal amouni
of 337742856 (“Senes 2004 Bonds™)., The Sedes 2004 Bonds are sccured by a pledge of the Haowel
Occupancy 'Tax and the Vehicle Rental Tax subordinate to the pledpe thercof to the Series 1995 Bonds, the
Series 2001 Sradivm Bonds, and the Serdes 2001 Arena Bonds, The Serdes 2004 Bonds were issued 1o refund
all or a portion of the interest payments due on November 13, 2004 and May 13, 2005, for certain bonds
previcusly issued by the Sports Authority.



Harris County — Houston Sports Authority

MNOTES T FINANCIAL STATEMENTS - CONTINUED
Year ended December 31, 2012

NOTE F-DEB1 — Continued

The following 15 a surmmary of the changes in lonp-term debt for the vear ended Decomber 31, 2012:

Balamie, Balana:, Amennt
Juruamy 1, Lieoemiber 31, du wichin
Mz Addirionz Retirem onis 2012 R YT
Bevenue bonds:
Negics 19UEA 5 ALK 5 . L1 S B R AT & -
Heries 190K Aroln2 - 1,577,527 RIERIRES D] 24151254
bofie S TRER o N AMLARD - 13,180 L) T4 AR L 3265000
Semes 201 LY A45, ) . . LT 11,663,000 T, 780,00
Benes H01TH 24,014,000 - L0 0Ty 14,5k 000 PR TNE ]
Surgs HO0TE, T2HTLE) (5, 1RO TN 3, LAf,000
Sence M4y (kX el Bt 103,601 AHE
Serice T0LE B 123 62 : S6 AL ARD
Serics 2017 37 115K . s 22 305,10 55,
Behinding bonds:
Seges 014 7 R20 434 [T, 75 A5 453,477 1,07R 00
Aorics: 001 H 2201 R - 220 AL
Aemes H0kkA-3 43054 = - 31063154
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Harriz County — Housron Sports Authority

MNOTES TO FINANCTIAL STATEMENTS - CONTINUED
Year ended December 31, 2012

NOTE F -DEBRT — Continued

Annual prineipal and interest/accretion payments on the bonds pavable ar December 31, 2012 are summmarized

as follows;

Years ending Interest

Decerrbwer 31 Principal and accrodon Tatal
N3 35,905,054 35,026,749 T0L931 8013
M4 25 672697 33945514 5a18.211
Anha 13,388,031 33 634 337 49022 368
216 16,951,133 33,481,448 5432 581
v 11,768,986 30 948 621 51,717,607
2 E-2022 23,315,540 191,151,604 X0 AaT 144
HFR202T7 142,859,475 175 486,794 FHE346,204
H2E-2H032 195 86d 427 487,281,000 683,145,436
HAZ- 2037 135,090,873 345968 150 S0, 10549 023
H038-2041 117,246,881 2¥1,723,385 308970269
Testals £ B05,063, 100 5 1,637,0647,611 ¥ 2462710711

Duritg the vear ended December 31, 2008, the national rating agendes reduced rthe rating of the msurer of the
Autharit's bonds such that the rating was below AAA status, As such, the Sports Authority becarne subject
to the term-out provisions to pay the Series 2001C, 2001D and 2001F Bonds balance semi-annually over
five years beginning November 2009, ‘Lhe Sports Authoerry debt service payments will be made with available
revenue sources and if necessary, will be made with a deaw on the bond insurer policy,

The ..:"huihm:'ltj; 1s cxposed to credit loss in the event of non- performance by the bond insorer, The Authority’s
bend insurance is provided by one bond insurer, whose rating was decreased below AAM status as previeusly
diseussed.,

Arbitrage Rebate Liability

'The Tax Reform Act of 1986 established reguladens for the rebate to the federal povernment of arhitrage
earnings on certain local government bonds issued after December 3, 1983, and all local governmental bonds
tssued after Augnst 31, 1986, Issuing governments must calculate any rebate doe and remit the amount due at
least cvery five years. There was no arbitrage rebate payment made dunng fiscal year 2012 As of
December 31, 2012, there were no estimated labilities for arbitrage rebate on govermmental debr.

Al



Harris County — ITouston Sports Authorty

NOTES TO FINANCIAL STATEMENTS - CONTINUITD
Yeut onded Diecember 31, 20112

NOTE F-DEBT - Continued
Debi Servi £5

The Authority has established delar service and debt service reserve accounts wirth the 'I'mastee for all seres of
bonds. As of December 31, 2012, the Authonty's cash and investments avatlable for deln scrvice totaled
$£53.867,295 including 528569477 in debt servige and debt service reserve funds and $23297.818 m the
additional required reserve fund. There were surety policies in place (o provide delst service reserves for the
Seres 1WIER, 1998C, 20018, 2001C, 200113 and 2001E Bonds i the face amount of $46 783138 as of
Drecember 31, 2012,

NOTE G-0PERATING LEASES

The Sports Authority leases office facilities and cquipment under non. cancelable operating leases, Total costs
foe such leases were 347,226 {or the vear ended December 31, 2012, and the future mimitmum lease pavments
tor these leases are:

Years ending

1Xecember 31 Amennr
2013 b 44,557
2014 40,155
2015 41,159
2016 36,051
2017 38,030
2018-2022 169,932

M



Harris County — Houston Sports Authority

NOTES 10 FINANCIAL STATEMENTS - CONTINUEL
Year ended Decemnber 31, 2012

NOTE G- OPERATING LEASES - Continued

The Sparts Authority has lease agreemenis or assignments of lease payments with {ive parties for the four
sport vennes. Minimum lease payments te be received by the Sports Authority are as follows;

Years ending

Drecerrber 31, Dynatme Astros Rockets Reodeo T'exans
2013 § 63975 F 7,100,000 $ BS00,000 31,500,000 £ 0953711
24 67,295 7, 100, O 85,500 G 1,500,000 0,670,644
2n5 08,640 ERUELLL B, S0, () 1, 500,000 ,0H0,000
NG T3 ERLRLLY] B, M N 1,500,000 00,000
2017 71413 T, 1000 (KK} AL IRLLT] 1,500,000 40108000
2018-2022 TO071 35,5000, (KW 42, 5000, (HW} 7,500,000 20,650,000
20232027 418,325 35,5000, (K00 42, 5000 (W 00,000 203,6050,6000
2028-2152 462 086 21,300, ()0 42 NN 7,500,000 16,040,000

NOTE II - AGREEMENTS WITH THE HOUSTON ASTROS

Effectuve June 17. 1998, the Sports Authority entered into various agreements with the Astros which
embodied the obligation of the Spores Authonty to constmact Minule Maid Park and the obligation of the
Astras to lease Minute Maid Park for a term of 30 vears after the completion of Minate Maid Park. There are
tour principal apreements, plus a letter from Major League Baseball. The following 15 a summary of the major

points of each principal agreement:

1. Ballpark Project Agreement

The project agreement entered into berween the Sports Authority and the Astros {the “Ballpark Project
Apreement”) set forth the respective rights and obligations of the partics dunnp the censtruction and
development phase of Minute baid Park.

2. Ballpark Lease Agreement

The stadium lease for Mioute Maid Park (the “Ballpark Lease™) is for a primary term of 30 yvears and
commenced on barch 30, 2004,

The Astros have the option (provided no uncured default exiss) 16 extend the tetm of the Ballpark Lease for
up to two consecutive periods of five years each.  Rental payments during each renewal penod will be
negotiated between the parties at the tme the Astros exercise cach renewal option.

The basic rental fee 1o be paid by the Astros under the Ballpark Lease is $3,400,000 per vear. |n addition, the
Astros are obhgated to deposit anmually the sum of $2,500,000 inro an Asset Renewal and Replacement Fund
(the “ARR Fund™) 1o ensure thal sulficient dollars are available for the Astros o perform all capital repairs at
Minute Maid Park. The Astros’ obligaton to perform capital tepairs is not, however, imited to the amounts
on deposit in the ARR Thand,
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Harrjs County — Houstan Sports Authority

MOYTES TO FINANCIAL STATEMENTS - CONTINUED
Yeat ended December 31, 2012

NOTE H-AGREEMENTS WITH THE HOUSTON ASTROS — Continued

The Aztros are oblialed o pay all cxpenses in connection with the maintenance, use, repair and occupancy of
Minute Muid Park necessary to keep and maintain Minute Maid Park in a firstclass conditinn, reasonably
consistent with other comparable facilities, subject to certain limited exclusions,

3. Ballpark License Agreement

The Ballpark License Agreement has the same term as the Ballpark Lease.  Pursuant o the Ballpark License
Agreement, the Asiros are pranted the exclusive nght to any naming nghts, advernsing rights, broadcast dghts
and telecommunications rights pertaining to Minure Maid Park. The anmual rovaliy (“Roralties”) 1o be paid by
the Astros under the Ballpark License Agreement is $1,2000, 000,

4. Ball - ation Agtecoment

Parsuant to a non-relocation ayreement (the “Ballpark Non-Relocation Aprecment”™) entered mnto between the
Sports Authority and the Astros, during the term of the Ballpark Lease, the Astros must play all of their
baseball home games in Minute Maid Park, subject to cettain limited exceptions.  Addimonally, the Asiros are
prohibited from relocaling cutside the boundaries of the City and the County. ‘Lhe Asrres may sell the Astros
baselall {ranchise in accordance with the applicable rules and regulations of Major League Baseball and the
rermns of the Ballpatk Lease.

NOTE I - AGREEMENTS WITII TIIE IIOUSTON TEXANS AND RODLEO

Effective May 17, 2001, the Sports Authority, the Ciry, the County, the Corporaton, or the successor in
interest to the club, METRL, the TILSR and the NFL Club ettered into vatious agreements thar govern the
construction, financing and use of Reliant Stadium, a multipurposc, retractable roof sports and entertainment
tacility designed o support the occupancy of a National Football League (“INIL™) franchise by the NFL Cluls,
the annuval rodeo of IILSR and other sporting and enterminment events. The Principal Preject Documents
embody (i) the obligation of the Corporation to construct, operate and maintain Reliant Stadinm, (1) the
abligation of the Sports Autharity to finance the construction of Reliant Stadivm, and {if) the obligarion of
the NFL Club and the H1 SR 1o lease Reliont Stadium, for their respective pames and cvents for a term of
thirty (3t vears afrer the completion of Reliunt Stadivm. Upon completon, ownership of Reliant Stadium
was transferred to the County: therefore, the value of Reliant Stadium is not incladed i the capital assers of
the Sports Authority. The Ponapal Project Documents ate summanzed as follows.,

1. Tundg Agreement obligates the Sports Authetity 10 provide fnandng for the desion and construction of
Relant Sradiurn in accordance with the terms of the various bond docoments, sets forth the terms and
conditions agreed to by the Corporation, the NFIL Club, HISR, and the Sports Authority related thereto,
and provides for the NFIL Club's payment of certain amounts not generated by Personal Scat Licenses
(“PSL™) sales;

2, Project Agreement among the Corporation, the NEL Club, and HLSR, penerally governs the partes’
rights and responsibilities during the design and construction of Reliant Stadium;
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NOTES 1O FINANCIAL STATEMENTS - CONTINUED
Year ended December 31, 20H2

NOTE [ - AGREEMENTS WITILI THE ITOUSTON TEXANS AND RODLEO — Contitined

3.

-1

MEL Cluby Lease Agresment sets oul Lhe Corporation’s and the NI Club's responsibilittes after the
completion of Reliant Stadium with repard to occupancy, use, repairs and payment of the NEL Clhub
Guaranteed Payment, and the NFL Club Supplemental Revenue Payment;

Stadivim Tr-Party hgreement arong the Corporation, the NTL Club and HI SR generally gaverns issues
with tegard to the parties” patiicipation in advertising, sienage, concessions and naming rights and (uiure
development al Reliant Park (formerly kneren as the Astrodome complex):

Mon-Relocation Agresment obligates the NFL Clubs to play #ts home foothall games in Reliant Stadiom
and not to relocate the NEL Club’s football franchizc outside its current home territor;

HISR Lease Apreement sets out the Corporation and TILSR responsibilities after the compledon of
Rehant Stadium with regard ro nccupancy, use, repairs and pavment of rental;

NFL Club License Agreement grants to the NEL Clab certain intangilile property rights assodated wath
its use of Reliant Stadium such a: nanung righes, broadeast rights and advertising rghis; and

HLER License Agreement grants to TILSR certain inrangtble property nights associated with 1ts use of
Reliant Stadivim, such as naming dyhts, broadcasting rishts and advertising rights.

Ihe rerms of the Principal Project ocuments require that the puaranteed payments or lease payments to he
made by the NFIL. Club and the HLSR be assipmed to the Sports Authordty dunng the term of the leases.
Under the terms of the Principal Project Docutnents, the following payments are to be made to the Sports
Authority:

1.

MEL Club. The NEL Club will make a guaranteed payment anoually of $4.010000. ‘The Guaranreed
payment may be offser (subject to the terms of the Indenmure governing the debt service requirements) by
the following Miscellaneous Club Revenues: (&) ticker taxes for the NFI. Clab events; (h) parking taxes
for NFL Club evenls; and (¢} City and Metro sales tax rebates for all taxable sales related to an NEL Clob
event, Addidonally, the NFL Club will make the NE1L. Clab Supplemental Revenue payment in an amoutt
cqual to the total pross debt service for the Seres 2001 E Bonds,

The offset (Team Credit) 1o the puaranteed payment, however, shall not be made n any particolar year
until such time as the Capital Repalr Reserve Requirement for such particalar vear is satisfied in full.
During the term out period for the 2001E bonds, the offset will not be made due to the acccleration of
principal. [F the annual Capital Repair Reserve Fund Requitement for any particulat vear is not satisfied,
then the cash amount of the Team Credit in such particular year shall be applied to safisfy the Capiral
Repait Reserve Fund Requiretnent and any cash amounts remawnmg after such application shall be
deposited in the Stadium Excess Operaring Fund, Tn 2002, the Sports Authority was not able to fand the
Capital Reparr Reserve Fund Requirement, which was $2,300,000. s a result, the NFL Club wis nal able
to recerve the leam Credit. The NFIL Club has reported that there has boen $15.671,3653 in Mizcellancous
Club Revenues collected through Dlecemnber 31, 2012 that have not been applied towards the Team
Credit. This amount will be funded at a future dare from funds avatlable in the Project Surplus Fund
provided that the annual Capital Repair Reserve Fand Requirement has been funded;
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Hartis County — Houston Sports Authority

NOVITS TO FINANCIAL SI'ATTMENTS - CONTINUED
Year ended December 31, 2002

NOT'E |- AGREEMENTS WITII TIIE IIOUSTON TEXANS AND RODI — Continued

2. HISRK. The HLSR will make a lease payment of $1,500,000 annually. In addition, the following revenues
related to HLSR events will be received by he Sports Anthority: (a) ricker mxes or surcharges on all
FILSR events; (B) parking taxes for HLSR events; and () City and Metro sales tax rebates for all taxalile
sales related to an HISR event

}  Governmental Revenues, The Sports Authority is entitled to the following revermes for all ather evenls
held in Reliant Stadiom:  (a) ticket taxes of surcharpes to all other evenrs held in Reliant Stadiom; and
i) City and Metro sales tax rebates for all taxable sales related to all ather events held in Beliant Stadium.,

4. The Sports Authority, the Corporation and the NFL Club also enteted into an apreement that anthorized
the Sports Authority to markel and sell, or cavse Lo be marketed or sold, PSls for certain seating at the
WFL Cluly’s games. The Sports Authority delepated the authonty for the marketing and sale of the PSLs
e the NFL Club. The NFL Club satsficd its oblipation to contribute $50 million toward the cotstruction
costs for Rehant Stadium through the sale of PSLs. Anv amounts received i excess of 550 million may
be used at the divection of the WNIFL Club to pay constructions costs for improvements requested by the
WFL Club, the costs associated with the marketing and sale of 1*5Ls, or for any other purpose determined
by the NI'L Club.

NOTE J - ROCKET BALL, LTD.

Effective december 31, 2001, the Spaorts Authority entered imlo varous agreements with Rocker Ball, Lrd.
{“Rocket Ball”) that ser forth the terms and conditions for the devclopment, construchion, fnancing, use and
cecupancy of a multd-purpese spotts and entertainment facility and parking garage for the Houston Rockers
anid for a Natonal Hockey Leapue (“INHL™} franchise, if one 1s brought 1o Housten.

1. Description of Projest

‘The multi-purpose sports and entertainment facility known as the Tovota Center and related parking garage
{the *Garage™ and infrastrucrure “Related Infrastrucure,” and collectively with the Tovom Center and the
Garage, the “Project”™) was constructed in downtown [ouston, Texas as the home faality for the Housron
Rocksts, professional hockey and other events. The Project is located in the eastern portion of downtown
Houston., The Toyoea Center is located on land owned by the Ciry and leased o the Authosity, The Gangee is
located on land owned by the Sports Authority. ‘Lhe Project 15 owned by the Spors Authority and leased to
Bocket Ball. ‘lhe lovota Center was designed by Rocker Ball and developed and consttucted by the Sports
Authority. The Garage was designed. developed, and conswueted by the Sports Authority. The Garage is
managed and operated by the Sports Authorily, and their desipnee.

2. Acquisition of Project Site

Acting on behalf of the City, and pursuant 1o an Interlocal Agreement, the Sports Authority acquired the
Tovota Center site, The City contributed $20 million toward the costs for the Tovota Center land and related
infrasttucture, The Sports Authodty also acquired the Carape site,



Harris County — Houston Sports Authority

NCOTES TO FINANCIAL STATEMENTS - CONTINUED
Year ended December 31, 2012

NOTE ) - ROCKET BALL, LTD. — Contnued
3. Project Budger

‘The Lovota Center portion of Lhe Project, exdusive of the Garage, certam infrastrocnure work and studics,
and cereain ather excluded costs described in the principal project documents, bad a budget of $202 million.
Proceeds from the Series 2001 Arena Bonds funded $182 million of the Toyota Cetiler portion of the Project
budgel. Up o $20 milhon of the Toyota Center's pottion of the Project Budget was funded from proceeds of

the Sports Authority’s subordinate obligation fssued in 2004 1o Rockel Ball or an affiliate or affiliates of
Rocker Ball,

4. Princi i uments

There are six (6) principal project documents (“Arena Prncipal Preject Documents™ that embody (1) the
oblization of the Sports Awthorily to construct, and finance the construction of the Toyota Center and the
Garage, (H) the obligation of Rocket Ball to lease and operate the Inyota Center for a tertn of thirty {30) years
after the compledon of the Arena and (i) the right of Rocket Ball o use, and the obligation of the Sports
Authority to operate, the Gatage in connecrion with the Tovata Center.

These documents are:

1. Imterlpeal Agprecments — rthese agreements between the City and Lhe Sports Authority generally set
out the City's obligation to provide funding to acyuire the site and to perform cortan infrastructure
work and studies related to the Toyota Center and the Garape. Rocket Ball 15 a third party heneficiary
of theze Agreements;

. Project Apreement — this agreement penerally governs the Sports Authorine’s and Rocker Ball's rights
and oblisations during the design and consttuction of the Tovota Center, the Garage and certain
related Project improvements, including, without limitation, an enclased access-way connecting the
Garage to the Tovota Center and a loading dock and associated underground munnel and access ramy;

c. Arena Lease Agreement — generally sets out the Sports Authotity®s and Rocket Ball's nghts and
responsibilines wirh regard to occupancy, use, repairs, rent payments, naming nghts, broadeast rights,
advertising rights, relecominunication rghts and other intellectual property rights;

d Non-Relocanon Agreement — generally sets out the oblipations of Rocket Ball with respect o
playing irs basketball home pames in the Tovora Center and not relocating Rocket Hall's basketbwall
franchise outside its cutrent home territory during the term of the l'oyora Center Lease;

e. Darking Garage Lease Nggeement — penerally sets out the Sports Authority’s and Rocket Ball's righis

and respansibilites with repard to the use, nccupancy and operanon of and repairs and maienance
to the Garage, the Enclosed Access and portions of the access ramp 1o the Loading Dodk; and
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NOYTES TO FINANCIAL STATEMENTS - CONTINUED
Year ended 13ecember 31, 2012

NOTE J- ROCEET BALL, LT, — Continued

£ Ciw Ground Lease Agreement — this agreement between the City, as landlord, and the Spotts

Authorily, as tenanl, provides that the City will lease the land on which the Tovota Center is
constructed to the Sports Aunthorty for a term of thicty (M) years for and in cons1dﬂranm of rhe
Sparts Authorinys oblipaton to construct and provide the Tovor Center for the City™s use an cettain
specified dates. Rocket Ball is a third party beneficiary of this Apreement.

Under the terms of the Arena Lease Aggeement, Rocket Ball is obligated to make a pavment of §8.5 million
annually, which is to be allocated as follows:

a. 31.5 million is to be deposited o an account to be used for operations and maintenance cxpense for
the Tovor Center;

b, $1.6 million 15 to be deposited fo the Capral Repair and Replacement Fund ("CRR™) 1o ensure that
sufticient dollars are avallable for Rocket Ball to perform capital repaits at Toyota Center;

o R2000KM) iz to be paid to the City of Houston for naming rights: and
d. $5.2 million is 1o be pledged 1o the payment of Arcna supported debt
Eocket Ball is obligated to pav all expenses i1 connection with the mainlenance, use, repair and occupancy of

the ‘Toyota Center that exceeds the operations and mainenance expense allocation above, Addidonally,
Racker Ball's obligation to perfornm capital repairs iz not limited Lo (he amounts on deposit in the CRR fund.

NOTE K- DYNAMO STADIUM, 1.L.C.

Lffective Tebrnary 18, 2011, the Sports Authonty entered imnto various agreements with Dynamao Stadiom,
LLC {"Dyname Stadium™) that set forth the reems and conditions for the development, construction,
financing, use and occupancy of o mult-purpose soccer and entertainment facilily for the Houston Drynamo
of the Major Leapue Soccer and for the foorball program ar Texas Southern Universily,

1. Deseription of Project

The mult-purpose outdoot socoer stadinm knewn as the BBV A Compass Stadium and relared infrastrucrore
wis constucted in dowmiown Houston, Texas, The Stadinm will serve as the home facility for the Houston
Dynamo, 'l'exas Southern University football and other events. The Project is located in the eastern portion
of downwown Houston, The BBVA Compass Stadivim is localed on land owned by the City of Tlouston and
Harris County and leased 1o the Authority. The Stadium is owned by the Sports Authority and leased (o
Dynamo Stadinm, LLAC, The BBVA Compass Stadium was dcqigned by Dynamo '{;t‘ldllllll LL.C. and
Ennncr:d, developed and construeted by the Prnaime.
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MNOTES TO FINANCIAL STATEMENTS - CONTINUED
Year ended December 31, 2002

NOTE K- DYNAMOQ STADITUM, 1.1.C. — Continued

2, Principal Project Documents

There are three (3) principal project documents which embody (i) the oblisatdon of the City of Housten (the
LT and TTamds Connty (“Harrts County™) as tenanes in commen and landlord, 1o ground lease the Tand on
which the Stadinm was constructed (“Sradinm Sire™) located in the Fast Hod of Downoown Houston in s
subdivision known as the last End Feconemic Development site to the Harris County-Tlouston Sports
Authority (the “Sportz Authorniy™), 1) the obligation of the Sports Authoriry to lease the Stadium Site to
Dynamo Stadium, T.I.C. (i) the obligation of Dynamo Stadivm to develop, construct (and finance the
construction of), operate and maintain a mult-purpose, outdoor soccer stadivm {the “Stadium™) on the
Stadium Site, (iv) 15 the obligatien of the Dynamo Soccer, LLC, "Dynatno Soccer™) to caunse the Houston
Diynameo (the “l'eam™) 1o play all of ils home games in the Stadiuim, () a framework for the Texas Southern
University to play its home games at the Stadium and (vi) the oblipation of the City and Harris County o
contribute cerlain lax inerements in City of Houston Tax Rednvestment Zone Ne. 15 [“11RZ 157 to vnamo
Stadium for Dyvname Stadium to use as secursty for a $20,000000 loan to pay for a porion of the construction
costs of the Stadivm.,

‘T'hese documents are:

a,  loterlocal Agreements — 'Lhis apreement berween the City, Harris Counry and the Sports Aathority
generally sets our the City’s and County’s obligation, through TIRZ No. 15, 10 provide cortain tax
increments as security for a loan to Dynamo Stadium to finance 320 million of the cost to construct
the Stadiam. The City and Harels Counly will jointly own the Stadium Site

b. Ground Lease Agreement — This agreement between the City and Harrs County, as landlord, and
the Sports Authority, as tenant, provides that the City and Hars Counly, as landlord, will lease the
Stadium bite to the Spores Authority for a term of thirty (30) years after completion of the Stadium
for and in consideration of the Sports Authorily’s oblignlion 1o cause Dynamo Stadinm o construct
the Stadium. The Sports Authority will own the Stadium dutng the term of the ground lease, with
the Ciry and Farts County feceiving ownership upon the expiration of the ground lease. ‘[here will
be 1o monetary rent paid by the Sports Authority as tenant under the Ground [.ease.

<. Lease and Develnpment Agreement — This agrecment generally sets out the terms of the lease of the
Stadium Sre by the Sports Authorty to Dvnamo Stadiuvm and Dynamea Stadnm’s respmnsﬂ}ﬂit}-‘ 10

cunstrict, maintain, operare, use and repair the Stadium,

Commencing the firsst year after completion of the Stadium, Dynamo will pay ro the Sports Authority
anniual rent cqual to 365,006, such amount to increase by consumer price index (CPT} each year during
the term of the Stadium lease. “Lhe Authoriry assumes the CI' wall increase 2% per vear for lease
revenue projections related to this lease agreement.
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ILarris County — Houstan Sporis Authority

NOTES TO 'INANCLAL STATEMENTS - CONTINUED
Year ended December 31, 2012

NOTE E—-DYMNAMO STADIUM, L.L.C. = Continued

Dynamao Stadium 3 obligated to repair (including performing capital repairs) maintain, manage and operate
the Stadium, at its sole cost and expense, as a muld-purpose sports and entertainment facility in compliance
with all goverumental rules and in a manner consistent with the manner and standards by which comparable
facilitics are repaired, muintained, managed and operated. Dyname Sladivim is obligated to make deposits into
a Capital und as follows:

a. $100,000 at the end of the first year of operatons and $100.000 per vear for the second through tenth
vear of operation

L. S200,000 per vear for years eleven through twenty
o B425,000 per vear for years nwenty-one through vear thirty

The obligation of Dynamo Sladium to perform capital repairs at the Stadnom i3 not mited 0 amounis on
deposit in the Capiral Fund.

The Stadium waz opened to the public on May 1, 2012, The cost to complere the Smdium was $82,683,364,
and Lhe building is being depreciated over a 30-year periad.

NOTE L. - EMPLOYLELES RETIREMENT PLAN

The Sports Authority has a defored compensation plan created in aceordance with Internal Revenue Code
Section 437 that is available for all regular emplovees. Employees may contribute up to the annual maximum
allowed by the Internal Revenue Service, which was $17.000 for 2012, The Sports Authonty will match the
emplovees’ contribunon up to 6% of the employees’ salary,

During fiscal year 2012, the Sports Authonty contributed 6% of the employees” gross compensation to the
fﬂaﬂ. ‘The emplover and emploves contributions were $16.450 and $16,450 based on a covered pavroll of
3292,536. The total pavroll for the authorily was $308986. The employvees of the Sports Authority vest
immediately and are eligible to receive benefits upon redrement.

MNOTE M - CONTINGENCIES

The Sports Authority 15 the defendant in various legal actions that arise in the normal course of business. No
prediction as to the resalt of such litgation or claims can be made, bur the Spores Authority, based on
consultation with outside counsel, belicves the outcome of such matters will not materially affect its finaneial
pusiton,
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