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Timeline of Events

Related to the Development and Management of the American Airlines Arena

April 1987

July 13, 1988

November 5, 1988

February 1995

March 12, 1996

March 29, 1996

April 1996

June 3, 1996

June 18, 1996

NBA Franchise Awarded

- An investor group consisting of Billy Cunningham, Lewis Schaffel, Zev Bufman, and Ted Arison is
awarded a National Basketball Association franchise in Miami.

Miami Arena Opens

- Miami Arena operations opened for events, built using public funding. SMG was contracted with to
provide arena operations management services.

Miami Heat's 1st Home Game at Miami Arena

- Miami Heat begins playing games at the Miami Arena.

Miami Heat's Ownership Change

- Arison family bought out investors Cunningham and Schaffel. Subsequently, Micky Arison was
named managing general partner.

Letter of Intent with Broward County

- Miami Heat signed a non-binding letter of intent with Broward County pertaining to the possibility
of moving the team to an arena there.

Letter of Intent with Dade County
- Dade County BCC called an emergency meeting that approved negotiations for a deal with the
Miami Heat to build a new arena in Miami. Miami Heat signed a non-binding letter of intent with
Dade County pertaining to the possibility of keeping the team in Miami.

Miami Heat Decide to Remain in Miami
- Miami Heat abandoned efforts to move to Broward County and concentrated on negotiating with
Dade County for a new arena.

Partnership Agreement

- Basketball Properties, Ltd. (the “BPL"), was formed by and between Basketball Properties, Inc.
(BPI), as the sole general partner and the Miami Heat Limited Partnership (MHLP), is the limited
partner. BPI holds a 1% general partnership interest and MHLP holds a 99% limited partnership
interest in BPL.

R-683A-96 Resolution

- Dade County BCC approved management agreement for operations of a professional sports
franchise facility and delegating limited naming rights for the Arena.

- County was to lease the land (FEC/Bicentennial Park Site) from the City of Miami.

R-683B-96 Resolution

- Dade County BCC approved the license, development, and assurance agreements with BPL and
MHLP for the development and operations of a professional sports franchise facility.

- Approved the management and development agreement guarantees

- Approved the financing plan for the Arena (at the time financing was to be secured by the County)
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Timeline of Events

Related to the Development and Management of the American Airlines Arena

November 5, 1996

April 10, 1997

April 29, 1997

October 21, 1997

November 18, 1997

December 16, 1997

February 6 ,1998

New Arena Vote

- Dade County residents voted on a measure that approved building a new arena on the waterfront
in Miami. The arena is to be financed by BPL according to an agreement reached between Micky
Arison and then Mayor Penelas.

R-371-97 Resolution

- Dade County BCC approved the execution of the Management, License, Development, and
Assurance Agreements with BPL and related parties.

- Approved the management and development agreement guarantees

- Authorized competitive selection of arena general contractor
- Waived formal bid procedures

Agenda Item # 6B6SUBSTITUTE
- Summary of principal changes to proposed Arena agreements such as:

- $500,000 commitment by the Miami Heat to fund public parks and economic development
- County would share in 40% of the net revenue amount in excess of $14 million

- County has extensive audit rights that addresses BCC Commissioners concerns about "creative
accounting" and feasibility of allowing the Miami Heat to perform the Arena's bookkeeping

- Terms of the Arena naming rights

New Arena Agreements

- The Management Agreement, Development Agreement, Assurance Agreement, and License
Agreement (Arena Agreements) were entered into by Dade County and Basketball Properties Ltd.
and related parties.

R-1259-97 Resolution
- Authorized the acquisition of approximately 17 acres of City of Miami owned FEC property for
$37.6 million to be used for the development of a waterfront project that includes a new multi-
purpose professional sports and entertainment complex.

R-1398-97 Resolution
Miami-Dade County BCC approved Composite Amendment One to the Arena Agreements:

- Authorized BPL to sell certain of the Arenas naming rights to American Airlines Arena (AAA)

- Would reduce the County's obligation to BPL by $2.1 million annually

- Enlarges BPL's duties with respect to the Pedestrian Bridge

- Any amendments necessary to facilitate the County's purchase of the FEC Property
- Any amendments necessary to facilitate BPL's financing of the Arena

Naming Rights Agreement for the New Arena
- American Airlines contracted to have its name placed on the Arena for 20 years at a fee of $2.1
million per year.

New Arena Construction

- Construction of the American Airlines Arena begins.
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Timeline of Events

Related to the Development and Management of the American Airlines Arena

May 11, 1999

December 31, 1999

January 2, 2000

November 20, 2001

May 21, 2002

July 10, 2003

September 23, 2003

October 7, 2003

R-541-99 Resolution

Miami-Dade County BCC approved Composite Amendment Two to the Arena Agreements:

- Authorized selection of BPL as the developer, manager, and operator of Parcel B portion of the
FEC Property

- Authorized BPL to finance, design and construct the Parcel B retail/entertainment space as a part
of Parcel B Garage Annex development

- Included right to develop up to 70,000 rentable square feet of permanent retail above the Garage
Annex as well as provide semi-permanent carts and kiosks

American Airlines Arena Opens

- Arena operations officially opened for events.

Miami Heat's 1st Home Game at American Airlines Arena

- First Miami Heat basketball game played at the American Airlines Arena.

R-1334-01 Resolution

Miami-Dade County BCC approved Composite Amendment Three to the Arena Agreements:

- Authorized a six-month extension to the December 1, 2001 deadline in order to finalize the plans
for the Parcel B development.

- BPL paid County annual air rights $25,000 (paid in November 2001) for this extension until June
30, 2002 and another $150,000 subject to the project moving forward

R-556-02 Resolution

Miami-Dade County BCC approved Composite Amendment Four to the Arena Agreements:

- BPL agreed to pay the County for an additional extension to November 30, 2002, and to pay
additional monies by November 30, 2002, subject to the project moving forward. Paid $150,000 in
May 2002 for the additional extension.

R-808-03 Resolution

Miami-Dade County BCC approved Composite Amendment Five to the Arena Agreements:

- Allowed the County and the Manager to negotiate a further amendment to the Arena Agreements
regarding the extension of BPL's Parcel B development rights

- Authorized an air rights payment of $175,000 from BPL to the County for its rights with respect to
Parcel B Retail Complex

R-1018-03 Resolution

Miami-Dade County BCC approved Composite Amendment Six to the Arena Agreements:
- BPL to agree to forbear from exercising its rights with respect to developing Parcel B until October
7, 2003.

R-1118-03 Resolution

Miami-Dade County BCC approved Composite Amendment Seven to the Arena Agreements:

- BPL to agree to forbear from exercising its rights with respect to developing Parcel B until
December 15, 2003.

- Approved the County, BPL, City of Miami, and Bayside release of agreement terms with respect
to the development of Parcel B, the Pedestrian Bridge, and the Garage Annex.
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Timeline of Events

Related to the Development and Management of the American Airlines Arena

December 16, 2003

R-1446-03 Resolution

Miami-Dade County BCC approved Composite Amendment Eight to the Arena Agreements:

- Extended the time period for the approval, valid execution, and delivery by the parties to the
County of the Second Amendment to the Tri-Party Agreement

- Allowed BPL to make an informed decision regarding surrendering their Parcel B development
rights on or before December 29, 2003

- Allowed the City of Miami Commission to approve the Second Amendment to the Tri-Party
Agreement at its December 18, 2003 meeting
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Miami-Dade County

Office of the Inspector General

OIG Schedule B

Summary of the Four Agreements

Audit of the Agreements Between Miami-Dade County and
Basketball Properties, Ltd., et. al., to Operate the American Airlines Arena
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SUMMARY OF THE FOUR AGREEMENTS

Approved by BCC on April 10, 1997; executed on April 29, 1997

Development
Agreement

Parties:
County and BPL

Management
Agreement

Parties:
County and BPL

Assurance
Agreement

Parties:
County, BPL, and
MHLP

License
Agreement

Parties:
County, BPL, and
MHLP

The Development Agreement provides terms pertaining to the planning,
design, and construction of an Arena (to be used by an NBA team),
including the garage annex under certain circumstances, on County- owned
or leased land. The constructed Arena is to include minimum requirements
related to suites, office space, retail, concessions, parking, etc. The Arena,
along with the original equipment and materials will be financed by BPL, but
will be owned by the County.

Key contract terms within the Development Agreement include the Arena’s
configuration; BPL’s handling of deposits on suites and premium seating;
Arena construction funding; designation of a County representative; and
minority and small business enterprise participation during the Arena’s
construction.

The Management Agreement provides terms pertaining to BPL's operation
and management of the Arena, on behalf of the County, for a period of not
less than 30 years. The County’s primary obligation is to fund Arena
operations at $8.5 million annually (offset by American Airlines naming rights
of $2.1 million annually).

Significant contract terms include provisions relating to the generation of
revenue, inclusive of Arena naming rights; incurring of expenses;
maintenance of the Arena; County use of the Arena; County payment
obligations, and BPL loans.

Other key contract terms pertaining to BPL's management of the Arena
include BPL financial reporting/record keeping, profit share provision, Arena
cost amortization, inventory listings, legal action notification, inspection
rights, audit rights, and consultation.

The Assurance Agreement provides various direct covenants among the
parties. The covenants relate to authority, organization, conflicts, litigation,
adherence to the law, and that the NBA franchise held by MHLP be in good
standing. MHLP agrees to guarantee payment and performance of all BPL's
obligations under the Assurance and Management Agreements.

Noteworthy contract provisions pertain to the NBA franchise status (Heat),
team guaranty, BPL CDT loans, park donations, state sales tax rebate, and
notice requirements.

The License Agreement provides for the Heat to play all of its home games
in the Arena for at least 30 years, along with other obligations of the
contracted parties.

Significant contract terms pertain to extending time for performance or
satisfaction, Heat practices, other Heat events, County access, use fee to be
paid by the Heat, records requirements, and bidding requirements.
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Miami-Dade County

Office of the Inspector General

OIG Schedule C

BPL Financial Reports Comparisons
Copies of Financial Reports for Fiscal Year 2010 Attached
Operating Budget
Capital Budget
Audited Financial Statements
Schedules of Management Agreement Computations

Audit of the Agreements Between Miami-Dade County and
Basketball Properties, Ltd., et. al., to Operate the American Airlines Arena
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BPL Financial Report Comparisons

Operating Capital
Schedules of
Audited Financial Management
SRS Statements Agreement
Computations
Issued by: Issued by: Issued by: Issued by:
BPL BPL Pricewaterhouse Pricewaterhouse

In response to:

In response to:

Coopers on behalf of
BPL

In response to:

Coopers on behalf of

BPL

In response to:

Management Management Management Management
Agreement Section Agreement Section Agreement Section Agreement Section
4.15.1 4.16.1 5.11.2 5.11.2.1
Components: Components: Components: Components:
Operational Transactions Capital Purchases Reports Calculations

by Department

e Operating Balance Sheet Arena Revenue
Revenues For example, (Assets = Liabilities +
Operations Partners’ Equity) Arena Operating
e Operating peration Expenses
Expenses - Building Statements of
- Parking Income (Revenues less
by Department
(by Department) - Security Expenses = Net Income) Arena Net Cash Flow

e EBITDA
(Earnings Before

Food & Beverage

Statements of

Arena Excess Net
Cash Flow

Interest, Tax, - Premium Changes in
Depreciation, & - Concessions Partners’ Equity i
Amortization) - Main Kitchen (General Partner + Arena Distributable
Limited Partner) Net Cash Flow
I1[1fo[]ma|t|0n Statements of Cash Arena Cost
echnology Flow Amortization
(Operating, Investing, &
Audio/Visual Financing Activities)

Arena Depreciation
& Amortization

Notes

Note: For examples, see attached financial reports from fiscal year 2010.
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AMERICANAIRLINES ARENA k H
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July 10, 2009

Mr. Alex Munoz

Miami Dade County
Assistant Countly Manager
111 NW 1st Street

Miami, FL 33128

Dear Mr. Munoz:

Enclosed, please find a copy of the Basketball Properties Limited (American
Airlines Arena) 2009-10 budget. This is in accordance with Section 4.15.1 of the
Management Agreement Dated as of April 29, 1997,

As always, if you have any further questions, please do not hesitate to give me a
call,

/Samuel D. Schulman -
EVP / Chief Financial Officer

C.C. E.Woolworth
R. Libman
J. Morris

ECEIVE

JuL 132009
Eﬁﬁmn .r! COUNTV MANAGER'S OFFICE
) ALEX MURiOZ

g













Baskathall Properties, LTD

: Operations: GiL #
‘kumber, Metal & Paint 8300-150-0
Material Handling Equipment B300-155-0
Office Equipment 8300-165-0
Overhead Door & Grills 8300-171-0 o
{Meals & Entertainment 8300-175-0 .
{Plumbing 8300-180-0 .
Raillng Repalrs 8300-185-0 3600 ||
-
“{Roofing Repalrs & Inspections 8300-190-0 15,500 | ¢
Tools 8300-250-0 10,000 }
Employee Training/Travel 8300-252-0 5,000
| Utilities - Electric §300-290-0

8300-291-0

Utilities - Chilled Water

tiifies - Water

8300-292-0

" {Utllitles - Gas

8300-293-0

8300-320-0

8500-110-0




Baskethall Properties, LTD

s

Contract Services:

Building Automation System/Services

8500-020-0

26,250

7,500 ER

ag0p

Chillers & ice Plant 8500-032:0
levators & Escalators B500-040-0) 216,621 [
mergency Generator B 8500-042.0
|F&B Equipment Repalr - Kifchenwork | 8500-0450 15,000 |1 ':
Ire Alarm System ~ Honeywell §500-050-0
ire Protection System 8500-060-0
Forklifts 8500-062-0
|Grease Hoods 8500-067-0
F;rease Traps 8500-068-0 14,000
Houseifeeping 8500-070-0 521,830
1Additional Housekeeping | 8500-071-0 ,

65,000 [

Landscap_ing

8500-080-0

TB0000) ¢

Laundry Detergent

8500-085.0

Lift Stations & Storm Brain Pumps

8500-088-0

Seat Cleaning

8500-131-0

Waste Removal & Containers - Waste Mam

8500-140-0

TR

i
S o

133,278

R

Water Treatment

8500-142.0

8,000 [

Window Cteaniné

8500-150-0




Basketball Properties, LTD

Securlty

|salaries 8800-005-0
CCTV System Contract 8800-009-0
Fire Extingulsher Service 8800-100-0
ID Room/Access Supplies 8800-130-0
Medical Aid Supplies 8800-195-0

Pecurlty System Maintenance 8800-220-0

1 Security System Parts & Supplies | 8800-221.0
Supplies fpr Guards B800-225-0
Training ~ AED-CPR 8800-229-0

-Lﬁvel & Entertainment 8800-230-0

8800-235-0

£800-380-0

8000-015-0




Baskethall Properties, LTD

.u T

GIL#

2010 Budget R

SRR g 3
e S
.

i

8700-005-0

1,166,580 %:é

§700-015-0

8700-016-0

10,500

,"W
-

8700-017-0

B
o
b3

8700-031-0

10 000

P
.

8700-040-0

5, 000

e

8700-045-0

32,500

i

S
o

8700-050-0

e

75, 000

ke
i

i

8700-060-0

b >
.

125, 000

%
o
i
%

8700-065-0

10,000

.

.

L

T
i

dl@/

1,511,58 580 -




Basketball Properties, L.TD

Pramium Sve and Retention

Salarles 8900-005-0
Commissions 8800-006-0
Dues & Subscriptions £900-015-0
Printing Passes 8900-024-0
Printing / Signage 8900-025-0
Messenger 8900-028-0
Add'l Premium Seats {Non-Heaf) |8900-045-0
Premlum Seathelder Benefiis 8500-070-0
Meals & Entertainment 189001750
aiotel 8900-193-0
Traval 8900-195-D
Automoblle

Staff Incentives 8900-196-0

ST D
.

367,750 |

o




Basketball Properties, 1.TD

GIL#

na

Salaries 8800-305-0 289,251 ﬁ%
s
Auto 8900-310-0 750 Z%
}
Entertainment 8900-325-0
Event Support/Decorati 8900-333-0
Gifls 8900-335-0
:‘i}:-
% Hotel 8900-340-0
: Messenger 8900-350-0
ubscription & Dues | 8900-365-0
Web Design - RBB 8900-375-0
Travel B900-380-0

2,500 |

8900-382.0

%Sponsor Participation

§900-384-0




Baskethall Properties, LTD

Finance/ Box Office

Salarles 8200-005-0
Salaries (Part-time) 8200-D07-0
Accounting - ADP ) 8200-010-0
Customet Servicé improvement 8200-011-0
Armored Car 8200-015-0
Bank Service Fees 8200-020-0
Credit Card Feesr 8200-022-0
Printing - AAA Ticket Stock 8200-026-0
Printing - WII Call Envel Invoices 8200-029-0
'.'rintlng-Prem Park Pass Events 8200-030-0
Printing - Prem §eason Tix/WC Envelopes 8200-031-0
Meals & Ent 8200-175-0
Software Lic/Maint Fee 8200-195-0




Basketball Properties, LTD

GiL#

8400-005-0

Hrote #400-011-0
Aulo 8400-012-0
Charitable Contribution-Family B400-018-0
Poslage 6400-017-0
{Drug Teating 84000180
EAP 8400-019-¢
Insusance Workers Comp, T, B400-027-0 3
[nsurance Health, Life, & Dental 8400-029-0 475,000
Uniferms (HR) 8400-030-0
Uniforms (Operations) §400-280-0 14,000 i
Unlforms (Parking) 8400-240-0 3,600 \%:i
22 Alloc, From MHLP - Health 8400-032.0 140,000 §
{401k Rettremont Plan 8400-033.0 45,000 &
ues & Subscriplions 04000600 1,750_-%

. mployee Relations

8400-067-0

fice Supplies

8400-068-0

AJob Fairs

83400-0890

84000700

8400-074-0

094,295

5

{Meals & Entortaln. 8400-175-0 2,800
%3

&3

IMessenger 84001800 200 g

S

-

{Travel 3400-190-0 1,200 38
&
S
Office Food 2400-195.0 1,000 3
%,;
Advertising Recruitmant 24002150 5,800 S
5
=

1,922,801




Baskethall Properties, LTD

Legal Fees - Lobbyists

8400-553-0

120,000

3

= 3
2 g
22

i G 7

e

L.egal/Employes Relatlons
|salaries 8400-505-0| 296,349 |
3N

k‘-:

CLE/Dues 8400-515-0 1,000 &
Entertainment 8400-527-0 250 %
Labor/Training ER 8400-550-0 2,500
. =

Legal Foes - Architect Lawsuit| 8400-551-0 200,000 &

o Legal Fees - General Aty

8400-554-0

150,000

Messenger

8400-580-0

200

i Travel

8400-595-0

»
o
(=]
o

;.f

L

N
S
-

sy
G .'.v.»:v,_‘,’f

o

0K

S

&






Basketball Properties, LTD

8800-505-0

8800-509-0

8800-510-0

8800-520-0

Meals 8 Entertainment

8800-521.0

i

Security MPD weekend

8800-525-0

10,000

%:5
Sl
o

Supplies and Tickets

§800-530-0

Vehicle Maintenance

8800-545-0




Basketbali Properiies, LTD

A

2010 Budget 3

GE
2l
i

o [Salaries

- 9000-005-0

9000-060-0

Prinfing

9000-130-0

Seminar Fees

9000-160-0

Supplies

9000-165-0

I

Traval

9000-170-0

Entertainment

9000-175-0

Working Meals

9000-313-0




Basketball Propetiies, L.TD

alaries

4600-005-0

.Gontract Svc Sytem Engineors

8600-009-0

Meals & Entertain.

8600-175-0

oAl &

8600-205-0

Eontract Service - Cabling/labo

Courier

28800-207-0

8600-220-0

8600-237-0

8600-330-0

o Telephone - Equipment & Supp}

PR

8600-331-0

Telephone - Internet Access

8600-332-0

Telephone - Local charges

8600-333-0

Telephone - Long disfance char

8600-334-0

elephone - Systems maintenan

8600-336-0

{Dues & Subscription

8600-339-0

H Trainlng & Seminars

8600-340-0

:N{-

S
=

&

8600-341-0

8800-342-0

8600-343-0




Basketbalt Propariies, LT

s

600-406-0

i
2010 Budyst §?§
£

3

2,83 §

o
58604070 3,508 f
[
8800-408.0 2000 %
5004090 :
86004100
Sl Ao Rentals & Expenses 80004310 K
SsminarsiConferoncosTralning | §600-482.0 \
Slaff Goar 8890+413-9,
Modia Mosh Systam Costs 8500»4204‘1 1
Aroria Sound System 85004220
Arana RF Systemt 86004230 A
Arena Breadhand Cabling 8608-424-0
Arana Spaclal Effacts Lighting 86004250 ]
Halsl & Rigging B600-426-0 1
AN Equipment & Maintanance B600-427+0 )y
;f AV Tools & Sarvices 8800-428-0
Broadoast Center Barvice & Maint, | 8600-440-0
VTR Ops 8500-441-0 2,009
TiD Ops BE00-442-0
‘aphic Ops BE0L-443-0
zi Sound Ops BEA0-444-0
Replay Ops BED0445-0
Enginasring Ops 86004460
Media Frodiction Systems 85004470
Non-linear Syslams BE00-d448-¢
% Eatafilta Subscripifon Servica BEAD-450-0
it Baskatball Ops ServicomMalnt, A600.451-0
5 3
f,_"s]Frnalanna Labor Sarvices 88004530
Iscotlanpous Bupplles 060045440
£BOD-455-0

i Shipplnp/iMassangar

Sorvice Warranty

6004960




Basketball Properties, LTD

i :
Market Ressarch

8700-505-0

8700-510-0

8700-520-0







AmericanAirlines Arena
2009/2010 Capital Expense Budget

2009/2010
Budget
'OPERATIONS
BUILDING 77777777777777 o a o
Phase |I Hot Water Recirculation System 150,000
Renovate STSR localion at 115 (replicate F’HO) _____ 40,000 |
Arena Lower Bowl Precasl Sealer Grey s 60,000
Replace Kilchen Cooler Floors - 40,000
Arena Curtaing B 16,000
B Replace ice deck 50,000
Main Bowl Roof Expansion Joint Repairs 20,000
_[Plaza Expansion Joint Repairs 20,000
_IReplace ceiling on both 400 level service corridors 90,000
P2 Parking Fire Protection Replacement ___ 20,000
Upgrade graphic on Building Automation system 35,000
P2 Sewer/Storm Pit Renovations 20,000
| EQUIPMENT
| IBiack Table Skirting 5,000
| Black Pipe & Drape 5,000
____ Stage Skirting - 5,000
~|Portable Chairs 10,060
Tensabarrier 2,500
SUBTOTAL BUILDING & EQMT. 587,500
STSR - )
[CRM software - KORE 45,000
SUBTOTAL PARKING 45,000
PARKING OPERATIONS o ) ]
fPedestrian Bike Rack 2,600
SUBTOTAL PARKING 2,000
[ SECURITY B -
o Bag;p Rep!acemen! 5,000 |
r [Radio System Upgrades _ 5,000




AmericanAirlines Arena
2009/2010 Capital Expense Budget

2009/2010
Budget .
[ Command Center - Phase 1 o 30,000
Command Center - Phase 2 250,000
SUBTOTAL SECURITY 290,000

TOTAEZBUILDING ORERATIONS: -8 By,

FOOD & BEVERAGE _
PREMIUM
Flagships - New Chairs 15,000
Flagships - Chef's Table Repairs _ 10,000
__|Flagships - Replace Oid under bars Coolers (4} 14,000
Dewar's - Dishwasher ] 10,000
| |Dewar's - New Table Tops 20,000
{Dewar's - New Chairs 150,000
Dewar's - Relace Rall to match the existing granite at
the bar, also build in support brackets to increase rail
seating 40,000
SUBTOTAL PREMIUM 234,000
| CONGESSIONS ] |
| |Fuego Grill 105,117, Main Bars - ...8,000
____|Building . 25000
Portable Food and Bar tocations - add Tangent POS fo
| [all portable locations to add them to our current 75,000
|
- i 300,000

Digital Menuboards




AmericanAirlines Arena
2008/2010 Capital Expense Bugget

2009/2010
Budget
i - - . - Eh
iBeer Vending Room - Install ice machine in beer
] vending room ... 15,000
L Reconcepl Sammies Locations - Rojo Taco 100,000
. .___|Concession Stands 8,000
Concession Siands 8,000 |
| |Beer Power pack Maintenace _ - 5,000
Concession Beer Rooms ' 10,000
Concessions Beer Coolers : 10,000
SUBTOTAL CONCESSIONS 562,000
" GENERAL OPERATIONS B - .
_|Main Kitchen - Dishwasher 10,000
i [Main Kitchen - Replace Ceiling Tiles L 6,000
Sultes & Flagships - Prep line maintenance 6,000
Main Kitchen - Paint Kitchen 1,000
SUBTOTAL GENERAL OPERATIONS 23,000

SUB-TOTAL 1,743,500
RECAP:
Sub-Total per above 1,743,500
iT Department:
PBX Room upgradesfimprovements 30,000
PC RHardware replacement (obsolescence) & other 50,000
Wireless system in Arena 20,000
AV Department - per altached detail 281,500
Grand Totals | 2125000




Descriptions

AV/iBroadcasting: 09-10 Capital Equipment & Project

SCOREBOARD UPDATES & IMPROVEMENTS

Replacement of cables to Centerhung (Adding Additiona! Fibers)

Redesign of Centerhung Par lights to LED Par fixtures with color

MEDIA MESH

External Video Camera, housing with mounting column in West Planter

SPECIAL EFFECT LIGHTING

Special F/X Lights {Coemar)

Control Room .
Video Server 2 channel HD/SD DOREMI
Engineering computer replacement

Media Production Depariment
Purchase HD XDCam VTR (PDW HD1500)
Purchase HD DVC-Pro VTR's (HD DVCPro Format)

Purchase HD Monitor for viewing HD recorded signals
Purchase HD NLE Editing Systom: Nitrus/Media Composer
Upgrade Digital Rapids Streaming System '

Broadcast /Sun Sports Video facility
Purchase HD XDCam Recorder

ARENA FACILITY IMPROVEMENTS
Releocate Dewar's Club A/V System Electronics and wireless control

New Arena Podium '

Relocation of existing JBT hoxes to better used locations, Event Floor Areas
Press | evel Elevator Landing Welcome Sighage and Decorations

Center Light-Beam fixture to high watt output. ({llluminate Heat Logo Basketball Court)

Totals:

2009/2010
Budget

$ 6,000.00
$ 2,000.00
$ £,000.00
$ 70,000.00
$ 30,000.00
$ 35,000.00
$ 4,500.00
$ 20,000.00
3 18,000.00
$ 4,000.00
$ 40,000.00
$ 5,000.00
$ 18,000.00
$ 5,000.00

$ 3,000.00 -
$ 10,000.00
$ 5,000.00

[ 281500.00 |
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October 28, 2010

Mr, Alex Munoz : -
Miami Dade County 1 A
Asaistant County Manager [

111 NW 1% Street =
Miami, FL 33128 Co

Dear Mr, Munoz:

!9 graf‘. ‘e
Enclosed, please find the following: ey Wriee

1. Basketball Properties Limited "Accountants Compliance Letter 6/30/10% ~ In
accordance with Management Agreement Section 5.11.2.2

2. Basketball Properties Limited “Audited Financial Statements 6/30/10% In
accordance with Management Agreement Section 5.11.2

3. Basketball Properties Limited “Schedules of Management Agreement
Computations 6/30/10" - In accordance with Management Agreement Section

5.11.2
If you should have any further questions, please do not hesitate to let me know.
\
\w . . ‘ ;.a
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why T et
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1 Bulte 1100
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| Fapsimiie (308) 375 8221

Raeport of independent Certified Public Accountants

To Partners and Menagement of
Baskattall Properties, Lid.:

Wa heve sudited, in accordance with auditing standards genesally acceptad in the United Stales of
Amarica, the consoldaled balanch sheet of Basketball Properties, Lid, (the "Partnership’) ss of June
30, 2010 and the reialsd consolidated ststament of aparetions, changes in partners’ squity, and cash
flows for the year (hen ended, snd have issusd our report thereon dated Odiobar 29, 2010,

in connaction with our sudit, nothing came o our sttention thal caused us o belisvs that the Cumpany
tuiled % cOmply with the terma, covenants, provisions, or conditions of Sections 5.1 10 5.6 of the
Maritime Park Arana Management Agresmant dated April 29, 1997, as smencied by Composite
Amandment 1 snd Compoaite Arnentiment 2, with Metropoiitan Mami-Dade County insofar as they
relgie to accounting matiers, However, our sudit was not directed primarly toward obtaining
knowdedge of such noncompiiance.

This report Is intended solely for the informalion and use of the board of directors and managament of
Partnership and Metropalitan Miami-Osde County snd is nol intended 10 be and should not be vsed by
anyonhs other than thass specified parfies.

Pricmottriuee Cooperz LY
Oclober 26, 2010




Basketball Properties, Ltd.
and Subsidiary

Consolidated Financial Statements
Juns 30, 2010 and 2009




Basketball Properties, Ltd.
index
June 30, 2010 and 2009

Report of indspendent Certifled Public ACCOUNMBINS ... oo s vertrmsserriessonssssssassassenst orane0s

Consolidated Financial Statomants

Balance Shesls .......ceiaiinn

R IR L L e R Rt L R R R AR

SIAEMENIS O IMCOMEB ... ciiis s bt L6 T4 e aes sr bbbt 03

Stataments of Changes in Patners’ EQUitY.......cor i s o

ST REY FEAYTETR RIS

Statemenis of Cash FROWE .cooevisirerimerreniesarsiinne

Notes to Financial SIBtEMENtS... ..o srvassmrmmrims s s syessreias

saqeereares

YL

Page(s)

D R PPN R S R R L R R R et R L

e TP ST N 13 SETER LUKES S bt bttt

O P Ty Py e R T T R RO P LT el




PRCEAATERHOUSE(QOPERS @

PricewnterhouseCoopars LLP
1441 Brickell Avenus

Spite 1400

Miarms FL 33301

Telaphone {305) 375 7400
Facsimibe [305) 375 6221

Report of indspendent Certiled Public Accountants

To the Partnars of
Basketbal! Properties, Ltg.

In our apinion, the accompanying consokdated balance shests and tha related consolidated statemaents
of income, of changes in partners’ equity and of cash flows prasent fuiry, in sl materia! respacts, the
financis! position of Basketbell Properties, Lid, and is subsidiary (the “Partnership”) at June 30, 2010
and 2008, and the results of thair income and thelr cash flows for the ysars then ended in confarmity
with accounting principies gensrally sccapted in the Uniled States of America. These financial
statements are the responsibility of the Partnesship's mansgement. Our respansibility is 1o exprass sn
opinion on these financial statements based on our audits. We conducted our sudits of thess
statemants in sccordance with suditing standards generally accepted in the United States of Americs,
Those standards require that we pian and perform the sudit to obtain ressonabia assurance sbout
whather the financiat stetements are free of material misstatement. An audit Includes sxamining, on a
test basis, avidence supporting the smounts and disclosures in the financial statements, sssessing the
accounting principles used and significant estimates made by managemant, and avaiuating the overal
financial statement prasentation. We befieve that our audits peovide a reasonable basis for our opinion.

Pricews aker house. Cospas LR

October 26, 2010




Basketball Properties, Ltd.
Consolidated Balance Sheets
Juns 30, 2010 and 2009

Assets
Cash and cash equivalents
Restiricted cash and cash equivalents
Accounis receivable, net of allowance of $14,560 in 2000
Prepaid expenses
Total current assets

Due from partner

Due from Miami Haat Limited Parinership for Team Loan
Due from Miami Heat Limited Parinership for CUFP Loan
Advances o Miami Haat Limilad Partnership

Dabi Issuance costs, net of accumutaled amortization of
$10,374,501 and $0,734,110, respectively

Capiisilzed managament rights, net

Property and equipment, net

Lisbilities and Partners' Equity
Acoounts payable and accrued expenses
Accrued interest payable

Securlty deposits

Unearned revenue

Obligations under capital lesse

Noiss paysbis. nat of discount

Due 10 relatad partios

Total current Habilities

Securlty deposits

Unewrned revenue

Obligations under capital lease
Notes payabla, net of discount

Commiments and contingencies
Pariners' aquity

2010 2009
$ 1,880,907 § 3,252,404
4,904,274 2,500,785
606,558 867,123
1,406,293 1,472,087
8,600,032 7,802,480
1,000 1,000
21,053,104 21,584,440
5,000,000 5,000,000
20411,719 23,016,204
6,182,404 6,822,705
141,677,765 143,009,442
5,146,103 4703844
$218,041,127  $212,120,223
§ 2461507 § 1,228,941
739,650 767,835
206,667 784,583
9,201,768 10,053,503
1,466,760 260,274
5,331,270 4,978,555
8,818,728 6,818,728
26,316,356  24,802.419
2,226,083 1,004,167
3,212,749 3,485,081
8,534,554 730,788
125,264,784 130,507,054
52426508 50,450,714
§$218,041,127  §212,120,223

The accompanyng notes are an inlegrel part of these consclidaled financie! statements,
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Basketball Properties, Ltd.
Consolidated Statements of Income
Years Ended Juna 30, 2010 and 2009

Revenues

Suite and premium seating sales
Concassions

Rental income and license fees
Arena naming rights

Corporale parinars

Event sorvices

Other

Cosis and sxpenses

Operating sxpenses

General and administrative operations
County reimbursements

Event related expenses
Marketing ard sales
Depraciation and amortization

income frum operations

Other incoms (expenses)
inferest incoms

Inletest axpenss

Other incoma (expenses)

Net incoma

2010 2000
§ 20485738 $ 21,908,224
4,337,424 3 875,562
3,860,605 3,416,603
. 2,100,000 2,100,000
6,332,132 4,260,163
8,623,426 8,055,131
784,608 785,008
45,433,021 __ 43,390,850
8,052,399 8,167,832
9,452,761 9.460,415
__{8,400000) __ (6,400,000}
11,405,180 11,228,047
10,157,347 7,091,688
1,627,207 1,796,316
11,971,080 10,907,704
34,760,804 _ 31,023,055
10,672,217 11,466,904
1,408,742 1,458,033
(10.207,238)  (10,077,216)
192,183 {60,127}
$ 1075884 $ 2,797.504

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




Basketball Properties, Ltd.
Consolidated Statements of Changes in Partners’ Equity
Years Ended June 30, 2010 and 2008

Balance at June 38, 2008
Net income
Balanca st Juns 30, 2009
Net mcome
Balance at June 30, 2010

General Partner Limited Partner Total
Contributed Deficit Contributed Deficit Contributed Deficit Total
S W $ - § 83932330 § (36280210) § 83933330 § (36280210) § 47653120
- - - 2,797,594 - 2,797,594 2,797.504
1,000 - 83532330 (33,482,816) 83,933,230 {33,482,618) 30450714
1,875,884 ~ 1,975,884 1,975 884

$ 1000 5

¢

$ 83932330 § (31.506,732) § 83933330 § (31.508,732) § 52,426,598

The accompanying noles are an integral part of these consolidated financial siatements.
4




Basketball Properties, Ltd.
Consolidated Statements of Cash Flows
June 30, 2010 and 2009 ;

Cash flows from operating activitios
Net income
Adjustments {o reconcile net incoma to ned cash provided by
operating activities
Amartization of debl issuance costs ard note discount
Depreciation and amortization
Bad deit benafit
Gain on sale of equipment
irterest income on advances to Miami Heat Limited Parinership
(increase} decrease in
Accounis recaivable, net
Prepaid expensas
increase (decreass) in
Accounts payable and accrued expanses
Accrued interes! payable
Unsamed revenue
Sacurity deposits

Net cash pravided by aparating aclivities

Cash flows from Investing activitiea

Additions to capitalized manggement rights
Purchases of property, plant and equipment
Net raceipis on Team Loan

Procesds from sake of equipment

Net cash used in investing activities
Cash flows from financing activities
Advancas 10 Miami Heat Limited Partnership, net
Payments on capital lsase obligation
Payments on noles payable
(Increase) decrease in restricted cash and cash equivalents

Net cash used in financing activiting
Not (decrease) increase In cash and cash equivalents
Cash snd cash equivalents
Beginning of yoar
gnd of year
Supplemental disclosurs of cash flow information
Interest paid

Non-cash investing activities ‘

2010

1075884 § 2,797.564

713,690
11,871,090

(274,946}
(1,401,039)

(31.435)
66.794

1,232,568
(28,185)
(844,067)

740,118 -
10,907,704
{14,560}

(1,378,051)

44,187
(635,201)

(937,673)

{26,366)
2511911

{346,000) {136,500}
12934358 __ 13873073

{1,137,196) (1.860,815)
(738,568) (367,516}
1.032.384 1,032,383

274,840 -
(569.440) {1,204, 748)

(6.365,515) (7.845,353)
{980.,883) (268,113)

(5,052,854) {4,720,678)

(1,518,453) 1,341,508

13,056,508 11 538

{1.591.687) 1,060,787
3,262,494 2,182,707

1,680007 § 3,252404

$ 10,325423 § 10,103,682

During the yesr ended June 30, 2010, the Partnership acquared property and equipment totaling
appeoximately $9,115,000 through capital lease aangements. An additional $885,000 in restricted cash
was also recelved through this capital lsase arrangement, to be used for the purchese of additional

assets subjoct to the leasa.

During the year ended June 30, 2010, the Partnership wrote off fully depreciated capitalized

managemant rights fotaling approximately $8,625,000 related to visusl equipment and secunity

command centsr reanovations.

The accompamying notes are an intagral part of these cengolidated financial statoments.
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Basketball Propartiss, Ltd,
Notes to Consolidated Financial Statements
Juns 30, 2010 and 2009

1.  Organization and Summary of Significant Accounting Policles

Organization
Basketbal Properties, Ltd. (the ‘Partnership”) was formad on June 3, 1998 by and between

Basketbal Properties, Inc. ("BPU"), general partnes, and Miami Haat Limiled Partnership ("MHLP"},
limited pariner, for the purpose of developing, constructing and maneging the Amarican Alrlines
Arena (the *Arena") in downtown Miami under a Devalopment Agreement and a Managament
Agreement (the "Agreemenis’) with Miami-Dada County (ihe *County’}). BPI holds a 1% general
partnership interest and MHLP holds a 99% limited partnership interest in the Parinership. The
Management Agreament has an initial term of 30 years commencing December 31, 1989 and two
successive options to extend the term, for a total of 40 years.

. Principles of Consolidution
The accompanying consolidated financial stalemants include lha accoums of the Partnership and
its wholly-owrsed subsidiary, BPL NI, Inc. ("BPL 1I”}. All significani infercompany frangactions and
balances have been eliminated.

Cash and Caah Equivalants
Cash and cash aquivalents consist of cash on hand, cash in banks, and investments with original
malurities of ninely days or less,

Restricted Cash and Cash Equivalents

Restricted cash and cash equivalents coneist of smounts deposited in money market accounts
restricted primarily for payments on notes payable, capital leaves, and cash coliected on advance
svent services,

Debt issuance Costs and Debt Discounmt
Debl issuance costs and dabt discount are amorfized using the effective interest method over terms
of the regpective notes payable, which are 7 and 27 years,

Capitslized Mansgsmant Rights and County Reimburssments

Under the Agreements, ths Counly cwns the Arsna and the Azena site. The Parinership was
requirad Io buiid the Areng on behall of the County and o manage and operals the Arena ina
manner that maximizes Arena Net Cash Flow, as defined in the Agraements, of which the first
$14,000,000 annually will be paid to the Partnership, Any amount in excess of §$14.000,000 annually
will be shared 60% by the Partnership ardi 40% by ths County. MHLP has guaranteed obligations of
{re Partnership (o the County arising under the Agreements, subject to NBA rastrictions. For the
years ended June 30, 2010 and 2008, Arena Net Cash Flow did not excesd $14,000,000, and as
such no payments were required by the Partnership to the County undar the terms of the
Agreaments.




Basketball Properties, Ltd.
Notes to Consolidated Financial Statements
June 30, 2010 and 2009

Under terms of the Agreaments, the County is required 1o pay annuadly to the Partnership, o the
extent the Partnership has Incurred operating expanses aqual 10 or grealer than such amounis, an
operating cost paymant of approximately $3,000,000 and a municipa! services payment of
approximately $3,500,000 for the first twenty nine years and $1,500,000, combined, for the thirtieth
year of the Agreements, which are subject to certain limitations as described in the Agresments,
The opersling cost and municipal services payment are subject to reduction for naming rights
collected in excess of $2,000,000 during each fiscal year. Naming rights were $2,100,000 for the
years erded June 30, 2010 and 2008. For each of 1he yaacs ended June 30, 2010 and 2000,
$6,400,000 was recorded as an offset to operating expenses and general and adminisirative
oparating expenses in the accompanying Consolidated Stalemaris of Income,

All costs related (0 the design, development and construction of the Arena were capitalzed and are
amcrtizad on a straight-ine basis over tha initial taren of 30 years commencing Decamber 31, 1999,
Costs reprasanting building Improvemsnts, equipment and fumiture that have fives jesa than 20
yaars ars amortized using tha straight-ling method over their estimated useful lives, which are
consistent with estimated useful Ives disclosed below for Property and Equipment. Thasa cosis
are recorded as capialized management righls in the accompanying Consolidated Balance Sheets.
Amaoriization of thase cosls Is recorded as dopreciation and amortization in the accompanying
Consolidated Statements of Income.

Significant arana rafurbishing costs are capilalized as addifions lo the capiiefired manapement
rights, while costs for rapairs and mainlenance are axpansad as incurced, The Partnership
capitalizes intarest on capitalized management righls and other capital projects during the
consiruction pariod using rates equivalent 1o tha Partnership's average borrowing rate. Thers was
no nterest capétalized during the years ended June 30, 2010 and 2008.

Property and Equipment
Property and equipment is stated al cost, net of accumutated depreciation, Depreciation of property
and equipment is computed using the stralght-line method over estimated useful lives of the assats

as follows:

Years
Building. improvemants and fixiures 10-30
Equipment 37
Furniture 7
Long-Lived Assets

The Parinarship raviews long-lived assels and reserves for impairment whenaver evants or
changss in circumatances Indicate that, based on estimated future cash flows, the carrying emount
of assets may no! ba recoverable.

Ravenus Recognition

Revenues are generatad from leasing suites and premium seating, the praviding of services, saie of
products and advertising in the Arera, and rental and licensing fess for use of the Arena. Advanced
payments for suite and premum seafing and advartising and arena naming rights are deferred
when recelved and recognized as revenus ratably over either the NBA basketbad season or the
fiscal year. All othar revenue amounts are recorded in the period when services are delivered or
products are sokd,




Basketball Properties, Ltd.
Notes to Consolidated Financial Statements
Juns 30, 2010 and 2009

Evant Bervices

. Event services revanues primarily include catering, parking, marchandise and seat ticke? sales and
are racorded when sarvices are deliverad or producls are soid, Event related expensss primariy
include security, caiering, direct avenl advertising and svant contractwalated fees and ate
expensed in the pariod in which Incurred.

~ Advertising
_ The Partnership expenses advertising cosls as Incurred. Mvartlnmn expenss for the years ended
. June 30, 2010 and 2008 was spproximaiely $1,5627,000 and $1,798,000, respectively.

incoms Taxes

Under provisions of the U.S. Intsrnal Revanue Code and applicable stste fax luws, the Parinership
s not subject to taxation. The tax cansequances of Partnership. profits and ipases accrue 1o the

pariners. Accordingly, no provision for income taxes is refletied in those financial siatements.

Accounting Estimates

The preparation of financial stataments requires managemant 1o make estimates and assumptions
that affect iha reported amounts of assels and fiabitiies and disclosues of contingenl assels and
liabiliies at tha date of tha financia! statements and the reporied amounis of revenues and
expunsas during the reporling period. Actusl resulis could differ from these estimates.

Raclassiications
Certain reclassifications have been made to the prior year's financial statermems to conform with
the fisca) year 2010 presentation.

Subsequent Events
We evaluated subsequent events through October 26, 2010, the date theses statemen's were
issued. There ware no malerisl subssquert oveants o report.

2.  Capitalized Managemant Rights and Property and Equipment

Capitalized managemaent rights and proparty and equipment consist of the following at June 30,

2010 and 2009;
— 2010 2000
Capitaiized Propenty Capiteiized Property
Management and Management snd
Rights Equipmant Rights Equipment
Bulldings, mprovemenls
and fixtures $ 212804802 § 2655148 § 217,886,784 § 2,447,211
Equipment 13,085,445 20,593,658 4,376,465 20,061,928
Furnilwre 2,258,842 1,010,158 2,258,842 1,019,157

228,148,889 24,267,964 224,521,891 23,528,308
Accumulated dapreciation

and amortization {88.471,124) _ (19.121,861) _ (81612.448) _ (18,734,552)
$ 141877765 $ 5146,103 §$ 143009442 § 4,703,844




Basketball Properties, Ltd.
Notas to Consolidated Financial Statements
June 30, 2010 and 2009
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Capitalired management rights are recorded net of proceeds of $26,281,000 relating to Florida
Sales Tax Revenue Bonds (Nole 5). .

Durlng the year anded Juna 30, 2010, the Partnership acquired approximately $98,115,000 in
capitalized management rights relating to visual equipment and sacurity command center
ranovations through capital lease errangements, Approximately $8,626,000 in fully depreciated
management rights were disposed of during the rencvation proceas.

Notes Payable
Nates payable consist of the following:
2010 2000

8.85% Senior Term Notea due 2025, net of unamoriized

discount of $609,203 and $582,502, respectively $ 91930120 § 95434,752
6.80% Senior Term Notes due 2025 38,665,934 40,140 857

Total dabt 130,696,054 135,575,600

Less: Current maturities {6,331,270) (4,978 555)

$ 125264,784  § 130,597,064

On May 20, 1984, ihe Parinership issuad $120,200,000 of 6,65% Sanior Term Notes due 2025
("Series A-1"), $50,000,000 of 6.80% Senior Term Notas due 2025 (“Series A-2") and 314,667,000
of 6.21% Sanior Notes due 2008 {*Series B" and together with ths Series A-1 and Seres A-2, the
*Notea® and the "Offeting”). Proceeds from the Offering ware $167,581,000, net of Issuance costs
of $15.657,000 and discount of $1,648.000. Net proceeds of ihve Olering were restricted 1o provide
a porfion of the financing for consiruction of the Arena, o fund certain oparating expenses snd
working capital needs of MHLP, and to refinance and finance MHLP's obligations to its head coach.
The principal and interest on Searies A-1 and Series A-2 are payable on the first day of esch
calendar month with amortization of principal through mandatory sinking fund redemptions. The
Serien B Notes were paid in full on July 1, 2008,

Tha Notes ara subject 1o redemplion st any time, in whola or in part, al the option of the
Partnership, The Notes are redesmable at par plus accrued interest and yleld maintenance. Also,
with certain fimitations and under default provisions of the Nolas, and at the elaction of two-thirds of
the holders, the Notes will be subject to mandatory redamption at 100% of the principat amourt lo
be repaid plus interest, The Partnership and MHLP, until the guaranty release date of MHLP, are
subject ia cestsin resirictive covenants including maintenance of minimum coverage ratios,
restrictions on indebledness, change of conirol, iransfer of parinership interests and distributions to
partners. Other than the matiers described below, the Partnership was In compliance with all
covenants requinsd under the indenture,

During the years ended June 30, 2006 and 2008, the Partnership did rot satisfy a financial ratio
covanant set forth in the Notes indenture (the "Indenture™), which historically has been waived by
the insurer of the Notes (the *Note Insurer'}. Additionally, the Partnership and the Note Insurer ere
in disagresment regarding certain insurance coverages required under the Indentura. Although
thers is no axpeciation that it wil do so, the Note Insurer has the ability under the indenture to issue
& notice declating this matter 1o be an avent of default and 1o demand payment in full on the Notes.




Baskethall Properties, Ltd.
Notes to Consolidated Financial Statements
June 30, 2010 and 2009

As of Octobar 28, 2010, the Parinership is a party 1o an sgreament with a refated party pursuant to
-which that party commiis to provide alternalive financing through June 30, 2011, in the event thal
the Note Insurer should demand payment of the Notes before that date. The terms and interest
rates of any such alernative financing woutd be of similar terms and conditions than those under
tha Notes. Acoordingly, the contraciual payments due beyond one year confinue o ba classified ss
fong-lerm pbligations n the Consoidated Balence Sheels.

Unamartized debt issue costs reialed to the Notes are spproximately $6,182,000 as of June 30,
2010, If the Noles are refinanced In a fransaction required 1o ba accounted for as an
extinguishment, unamortized debl issue costs would be required to he expensed.

The Notes ane unconditionally guaranteed by MHLP subject 1o termination upon satisfaction of
certain performance fests. The Noles ane collateralized by a pledge of certain assels of MHLP
including tha NBA franchise, subject 10 NBA resirictions and in an amount nol to exceed $60
rillion. Scheduled principal and interest payments on the Notes are insured by a policy issued
concurrendy with delivery of the Notes.

Apgregate principal maturities of notes payabls at June 30, 2010 are as foliows:

Flacal Yaar Amount
2011 5,401,654
2012 5517.011
2013 8,173,159
2014 6,599,204
2015 7,054,869
Thereafter 100,450,260
131,205,257
Lexs discount (609,203)
130,506,054

4.  Obligations Under Capital Leases

The Parinarahip ieases cartain equipment used in the Arena, which is required to be capitalized in
accordance with Accounting Siandards Codification (ASC) 810, Accounting for Leases. This
guidance requires the capitalization of leases meeting certain criteria, with the related asset being
recorded in property and equipment and an offsetting amount being recordsd as a liability. During
the year ended June 30, 2010, the Partnership acquired visusl equipment through capital leases
which resulted i approximately $10,000,000 in additional capilal lease obiigations. As of June 30,
2010 and June 30, 2000, the net book value of assets acquired through capial leases was
spproximalely §9,115.000 and §1,081,000, respectively. MHLP and the Parinership had
approximately $10,001,000 In total indebiednass related to capitalized leases as of June 30, 2010,
$8,535,000 of which Is considered 1o be long term.
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Basketball Properties, Ltd.
Notes to Consolidated Financial Statements
June 30, 2010 and 2009

The following 1able summarizes the Partnership’s minimum payments undes capnai leases as of

Juna 30, 2010:
Fiscal Year Amount
201y 2,162,908
2012 - : 2,162,908
2013 1,610,731
2014 g . 1,826,537
2015 1,826,537
Thereafter 2,508,728
12,306,348
Less: Amounts reprasenting interest ' (2,385 026)
Pragent value of minimum lease payments 10.001,323
t.ess: Current portion of obligations under capila! leasses {1,486 769)
Long-term portion of obligations urer capital lease 8,534,554

8.  Reisted Party Transactions

BP Finance, Inc.

BP Finance, Inc., a special purpose entity wholly-owned by BPY, issued $28.281,000 of Florida
Sales Tax Revenue Bonds collateraiized by pledged sales tax receipts to be provided by the State
ol Flarida for a period of thirty years. The Partnership has no obligation to pay debl servica on these
bonds. The bonds were iasiued to finance a porlion of the consruction costs of the Arena and the
procesds recorded as 8 reduction of capitalized managemant rights.

Dus from Miami Heat Limited Partnarship for Team Loan

In prior years, in accordance with requiremants of the Offering, the Partnership advanced certain
amounts 1o MHLP for operating needs ("Tesm Loan”), Advances relaled fo the Team Laan are
charged interest atl the rates stated on the Series A-1 notes (6.85%). MHLP made principal
paymanis to the Partrership of $1,032,000 related to the Team Loan during 2010 and 2009,
respuctively. The Team Loan is due on March 1, 2025,

Due from Miamt Heat Limited Partnership for CUFP Loan

During fiscal yaar 1099, in sccordance with requirements of the Offering, the Partnership made
avaiable to MHLP a $5,000,000 credit faciity for team operating expensass referred to as the CUFP
Loan. The CUFP Loan is due March 20, 2028 without interes!,

Due to Rolated Parties

During fiscal year 2000, Calor Developmenit, inc., (*Calor”) a relpted entity established to develop
anterprises around the Arena, advanced the Partnership $6,973,000 to fund canstruction of cenain
buildings and eguipment coverad under the Agreaments. The advances have no stated capayment
termg and do not accrus interest, As of Juna 30, 2010 and 2008, approximately $6,818,000 of net
advances from Calor {which was acgquired by MHLP LLC, a wholly owned subsidiary of MHLP on
December 31, 2002} remain outstanding.
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Basketball Properties, Ltd.,
Notss to Consolidated Financial Statemeants
June 30, 2010 and 2000

Advances from Miami Heat Limited Partnarship

In prior years, MHLP provided the Partnership with funding for construction snd operation of the
Arena. Cash advances received pelor to July 1, 2000, totaling 352,879,000, wers converted info
partners' cepital during fiscal ysar 2001. Advances remaining after the conversion fo pariners”
capital have no stated repayment terma and do not accrue inerast.

Othar than cash advances receivad from MHLP, amounis outstanding at June 30, 2010 snd 2009
arise from the allocation of certain administrative costs to the Parineeship. These cash advances
and alloceted costs are offsal by cerlain amounts owed by MHLP 1o the Parinership related to i)
deposis on suites, other pramium seeting and advertising and ) the licanse sgresment use fee.

During fiscal years 2010 and 2008, the Partnership recorded the {oliowing revenus {expenses) from

fransactons wih MHLP:
2010 2000
Premium seat ravenues $ 390870 % 457,000
Use feas 1,600,000 1,708,000
Net allocation of administrative costs {140,000) {140,000)
{rtecest income 1,401,039 1,378,000

8.  License Agreaments

The Perinership, MHLP and the County entered irto 8 Team Licenss Agrosment ('Team License’)
whereby MHLP agreed to have the Miam| Heet play its home games in the Arena. The Team
License has an Initiai term of 30 years commencing on December 31, 1909 and two successive
options to extend tha term, for a tolal of 40 years. MHLP |s obiigated to pay the Partnership a use
fee equal to the grester of $1,500,000 for s full NBA basketball season or five parcent of the net
proceeds recaived by MHLP from tickel sales, after deducting applicable taxes and certain other
charges. The use fae for the years anded June 30, 2010 and 2008 wera §1,500,000 and
$1,705,000, respectivety.

During the year ended June 30, 2010, the Parinership extended its agreement with a licket sales

and distritbation company to grant exciusive tickat distribution rights from January 1, 2010 through
July 31, 2012, with automatic renewsls for successive three year periods.
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Basketball Properties, Ltd.
Notes to Consolidated Financial Statements
June 30, 2010 and 2008

The Parinership has enterad into certain noncancelable licenss agreements to provide suite and
premium seaing for three (o ten year terms. In connaction with these agreements, licensees are
granted access (o all Arena events during the licerse term. The Partnership recognized
approximatsty $20,486,000 and $21,998,000 under thase agresments a8 Sulle and premium sales
during the years ended June 30, 2010 and 2004, respactively. Coniractual revenues (o be recelved
undaer thess agroemants are as follows:

Fiscal Year
2011 | $ 24,181,350
2012 22,004 848
2013 18,058,054
2014 g 1.888.440
20158 8.667.082
Thereaftar 13,624 620
$ 00,323,310
Arona Naming Rights

On Decembar 16, 1997, the Partnership entered Into a Naming Rights Agreemeant ("NRA™) with a
third party for naming rights !0 tha Arena and other advertising and promational services. The NRA
has a term of twanty years and roquires an annual payment of $2,100,000, which was recorded as
revenue during each of the years ended June 30, 2010 and 2009,

Parinership Agreament

Subject to terms of the Parinership Agreement, the general pariner shall have full, exciusive and
complete discretion in the management and condrol of the Perinership, shall make all decisions
affecling Partnership affairs, and shall have all of the rights, powers and obfigstions of a general
parinet of a limited parinership as provided by law.

Losses of the Partrecship shall ba aticcated among he parinars as follows: first (o tha axtent of the
aggregate positive capital account belancas of the partners as of the end of the pariod, pro rata to
the parinars in accordance with each partner's positive capital account balance, second to the
paneral pariner, Norwecourse deduclions shall be allocated among the pariners pro-rata even f
such aflpcation results in a nagative capital account halance, Profits of tha partnership shall be
akocated as follows: first 1o the general partner 10 the exten of losses aliocated during the term of
tha partnership, second 10 the partners pro rata 10 the extent of the lossea allocated to each partner
during the term of the parinership and third pro rata to the pariners in accordance with their
respactive parirarahip inlereats, subject (o restrictions set forth in tha Offering.

Fair Value of Financial instrumaents

The foflowing methods and assumptions were usad {o estimade the fair vaiue of each class of
financial instruments for which it is practicabie to estimate ihat value,

Cash and cash equivalants, resiricled cash and cash equivalanis, recsivables and payables — The
carrying amount approximaies fair value because of the shart maturity of thosa instruments.
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Baskeatball Properties, Ltd.
Notes to Consolidated Financia) Statements
June 30, 2010 and 2008

10.

Dug from Miami Heat Limited Partnership for Taam Loan and CUFP Loan, Advances from Mami
Heat Limited Parinership, and Due 1o related partivs — Thes Partnecship balieves that it is not
praciicable to estimate a fair value of these instrumenis as they do not contain specified repaymant
terms and are repaid based on the operating cash flowa of tha related entities.

Notes payabla - The carrying vatue of the Notes is approxdmetely $24,783,000 lower than its fair
value at June 30, 2010 and approxinmately $12,898,000 lower than iis fair value at Juna 30, 2009,
Fair valus was estimated based on ratss availabie to the Parinership for fnancial instruments with
similar termg and maturities,

Commitments and Contingancles

During fiscal year 2000, BPL || was created 1o purchase cariain equipment and lease this
equipment {o ihe Parinership. BPL Il purchased approximately 19,800,000 of equipment during
2000. As aresult of the structura of the transaction, tha Parinership may be lisble for certain taxes
hased on the valus of this equipment, No smounts have bean recorded in the accompanying
firancial statemants for such tax contingency.

The Partnership is involved in various matters of litigation which arise n the normal course of
business, Msnegement believes that any fiabliities arizing from such ltigation wil not have a
material adverse effec on the financial position or results of operations of the Parinership.

Tha Parinership has commitments under noncancelable oparating leases. Rental expense for the
yews anded June 30, 2010 and 2000, and fulure aperating laase paymants at June 30, 2008 are

not sigrficant.

LI B I A ]
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Suite 1100
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Terephore (305) 376 1400
Facsimie (305) 375 6221

Report of Independent Certified Public Accountants

To the Partners of
Baskatbak Properties, Lid.

Wae hava audited the sccompanying schedules (the “Schadules”) of Basketball Properties, Lid. for the
year snded June 30, 2010. The Schadules are defined under Section 5 of the Maritime Pack Arena
Management Agreament duted April 28, 1097, 8s smended by Composite Amendment 1 and
Composite Amendment 2 (the "Managsment Agreament’), betwesn Basketbail Properties, Lid, (the
“Manager”) snd Miami-Dede County. The Schedules are the responsibiiity of the Manager's
management. Our responsibility s to express an opinion on the Schedules based on our audit,

We conducted our sudit in accordance with auditing stancirds generally accaptad in the United States
of America. Those standerds require that we plan and perform the audit 1o obtain reasonable
sssurance sbout whether the Schedules are free of material misstaternent. An audit includes
examining, on @ test basis, evidence supporting the amounts and discicsures in the Schedules. An
audit also includes assessing the accounting principles used and significant estimales mads by
management, as wail as evsiuating the Schedules' overs!l presentation. Wa baliave that our audit
provides a reasonsbie basis for our opinion.

The Schedulss were prapared for the purpose of complying with Section 5.11.2.1 of the Management
Agresment and sre not intendad to be & presentation in conformity with sccounting principles genarally
accepisd in the United States of Americs,

in our opinicn, the Schedules referred to above present fairty, in ail meterisl respects, the arena
revanue, arena operating expansas, arena net cash fiow, arena axcess net cash flow, arena
distributable net cash flow, arena guarantesd debt service payments, management fee payments,
arena capilal replacemant teserve payments and division and distribution of srena distributable net
cash flow of the Manager for the ysar snded June 30, 2010, as definad in the Management Agreement.

This report is intended solely for the information and use of Basketball Properties, Ltd. and Miami-Dade
County and is not intended 1o be and should not be used by anyons other than these spacified parties.

Priccrateinause Coopers LD

October 26, 2010




Basketball Properties, Ltd.
Schadule of Arena Revenue
Yeoar Ended June 30, 2010

Arena Ravenue, as defined In the Management Agreement

Suiles, premium seating, and personal saat boenses
Naming rigkis (i)

Event and non-event rental plus reimbursables
Retaft rental

Soft concessions

Hard concessions

Parmanent and temporary advartising

Miami Hest use fees

State sales lex rebale (i)

Other income

Arena ravenJe

$ 21456621
2,100,000
7,787,278

ar2197
4,337,424
1,067,103
5,479,735
1,500,000
2,121,349

926,215

3 l7=61 7,924

(i} Naming rights are recognized as revenue over the contract period of 20 years on a siraight-fine

basis commencing on tha Oparations Start Date of December 31, 1909,

(i) Includes State Sales Tax Rebate corresponding to fiscal years 1998 and 1809 and lo the period
July 1, 1999 to December 31, 1998 recognized as revenue over the Mansgement Agreement
Contrac! period of 30 yoars on a straight-line basis, commencing on the Operations Start Dals of

December 31, 1098,




Basketball Propertias, Ltd.
Schadule of Arena Operating Expenses
Year Ended June 30, 2010

Arena Operating Expenses, as defined in the Managsment Agreemant

Training and compensation of arana personnel {i) $ 12,084,402
Arena supplies and non-capitalized equipment 1.193,687
Utiiities and other services for the arena 8,075,910
Insurance and impositions 4,098,046
Repar, manienance and restoration of the arena 1.2
Advertising for the arana : 2,549,774
Markeling and promotion 1 188,410
Arena offica supplies 40,429
Arena ralated travel, lodging and associated out of pockel expanses and arena

related antartainment expenses 88,884
Convenience, box office, and credil card foes 363,657
Amortization of retall construction coste (if) 445,858
General and administrative expenses 540032
Accounting and attormneye’ fees 544,218
Furchasas of furniture, Rxiures and equipment which are not paid out of the

arena capitel repiacemant raserve account 1.418.325
Equipmenl lease paymeris (i) : 1,717,831
Al olher expenses 385,390
Increase in arena working cepilal reserve (iv) 648,153
Arens operating expenses $ 32,476,191

(i} Inchuded in Training and compensation of arena personnel are expenses of $ 6,142,653 and
$5.021,749 related to full time and part ime employees, respactively.

(i} Reprasents the amortization over 30 years of construction costs for retall space in accordance with the
Management Agreement section 4.11.1.

(#li} Equipment iexse paymants include lease payments of $1,483,717 for a lease of fumiture, fixtures and
equipment which was classified a3 a capilal isase under generally acceplad accounting principies in
the United States of America. This leage was not paid from the Arena Capital Replacement Rasarve,

{iv) The Arena Working Capital Reserve represents three months of budgeted Arena Operating Expanses
in accordance with section 6.1.1 of the Management Agresment.




Basketball Properties, Ltd.
Scheduls of Arana Net Cash Flow
Year Ended June 30, 2010

Arena Net Cash Fiow, as defined In tho Management Agresmant

Add: Arena Revenua $ 47,617,924
Municipal Service Payment 3,450,000 (i)
Operating Cost Payment 2,850,000 (i)

Less; Arena Operating Expenses ‘ (32.478,191)
Arena Net Cash Flow $ 21,541,733

(i)  Municipal Service Payment is the payment of $3.5 million per year lowards Arena Municipal
Services or ather Arena Opersting Expenses made by ths Counly 10 the Manager as
provided in Section 5,6.2 of the Management Agreement. This amount is net of $50,000
pet year, which represents 50% of the Naming Rights in excess of §2 milfion per year per
soction 4.5 of the Managamant Agreement. Naming Rights collacied during the year
snded June 30, 2010 were $2.1 million,

()  Operating Cost Payment is the payment of $3 million per year toward operating expenses
made by the Courty to the Managar 8$ provided in Section 5.6.1 of the Management
Agresment. This emount is nat of $50,000 per yesr, which represents 50% of the Naming
Rights in excass of $2 million per year per section 4.5 of the Management Agreement.
Naming Rights collected during the year ended June 30, 2010 wara $2.1 milion.




Basketball Properties, Ltd.
Schodule of Arena Excess Net Cash Flow
Year Ended June 30, 2010

Arena Excess Net Cash Flow, as definad in the Management Agresment

Add: Arena Net Cash Flow $ 21,545,733
Less: Arena Cost Amortization {14,504,708) (1)
Arena Capital Replacamant Reserve Payment (3]
Managsment Fos Payment _ (W)
Arena Excess Net Cash Flow $ 7,037,027

i

(#)

(i)

Management Agreement section 5.1.2.2 defines Arana Cost Amontization aa the amount
necessary (o flly amortize the Adjusied Arena Cost in equal monthly instaliments over the
Arena Costs Amoctization Period, at the Amortization Interest Rate. The Adjustod Arena
Costs exciude costs in the amount of $19.8 million of property and eguipment purchased by
BPL I, inc., a wholly-owned subsidiary of the Manager. The Manager enlered into contracts
for the laasing of these assets from BPL I, Inc. over @ maximum period of seven yoars.
Lease payments of $1,717 831 for the year ended Juns 30, 2010 were recorded as Arena

Operating Expensas.

Tha Arena Capital Replacement Reserve Account is to ba funded commencing with the
second full year of operations ($1,010,683 for the tenth full Fiscal Year after Operations
Stari Data and Increasing annually thereafier), as provided in Management Agresment
section 5.1.3, During the ysar ended June 30, 2010, the Manager did nal furxs the reserve
accound, as the Manager directly funded arena capital expenditures, See further
discussion in the Schedule of Arena Capital Replacement Ressrve Payments.

Management Agreament saction 5.1,4 states that the Manager will make a Management
Fee Peyment to its own account in the amoun of $300,000. The Management Fes
Paymeni Is 10 increase in future years commaencing in 2020. Management Agreement
section 5.2 provides that if one or more Manager's Loans are outstanding, the obligation to
make the current Managemen Fea Paymaert is 1o ba cartied forward to future periods.
During the year ended June 30, 2010, the Manager did not receive a management lee
payment as thers were ouistanding Manager Loans.




Basketball Properties, Ltd.
Schedules of Arena Distributable Net Cash Flow and Arena Guaranteed Debt

Service Paymenis
Year Ended June 30, 2010

Arena Distributable Net Cash Flow, as defined in the Management Agresment

Add:  Arena Excess Nel Cash Flow § 7037027

Less: Deductions {2,437,349) (i)
Repaymenia of principal on outsianding Manager Loans (4,599,678} (i)
Arena Distribitable Net Cash Fiow $ -

{1}

Arena Distributable Net Cash Flow is dafined in the Managemeant Agreement as Arena Excess Nei
Cash Flow adjusted for deductions and peyments authorized by sections 5.2 and 5.3 of the
Management Agresment with respect to tha Manager's loans and unpaid Menagement Fees, If
any. Section 6.2.1 of the Management Agreement requires that a Manager's foan made and sbll
outstanding in whola of in pant accruas interast at the prime rate from tha date the loan i made.
Tha Manager has chosen to use the prims rate of the Federal Resarve Bank in lieu of Capital
Bank (which has been acquired by Reglons Bank). A reduction of § 2,437,249 represents interest
accruad during fiscal year 2010 on outstanding Manager's loans and unpaid Management Fess
{Areng Distributabis Net Cash Flows is to be distributed to the Manager and the County as defined
in Section 5.4 of the Management Agraament after all payments required by Sections 5.1 10 5.3
have baen satisfied; ail oulstanding Managers’ loens, Management Fees and cumulalive accrued
interest must be satisfied prior to any distribution of Arena Distributabie Net Cash Flow). A
reduction of $ 4,500,678 represents paymenis of principal on the Manager’s loans - the following
table shows the allocation:

June 30, ' Juns 30,
2008 Additions Reductions 2010
Manager loans $28,184.345 § - $(4,6500,678) $ 23564687
Ungaid management foes 2,375,000 300,000 - 2,675,000

Accrued interest on mansgemen| fees 144,083 - 144,983

$30,684,228 § 300,000 § (4.500878) $ 28384650

Arana Guaranteed Dalst Sarvice Paymaonts (I}

Principal $§ 5830235
interest 9,450,581
Arena Guarantesd Debt Service Paymants $ 15380818

(1) As provided in Management Agreemend section 5.1.2.1, monthly, beginning at such time as
is requirad under instruments executed by the Manager evidencing the Arena Debd, the
Manager will make the Arana Guanantesd Debi Service Payments 1o ihe lendars in such
amounts as are necessary 1o pay the Arena Debt in accordance with Hs lerms, All such
payments weans made for fiscal year 2010.




Basketball Properties, Ltd.

Schedules of Management Fee Paymeants, Arena Capital Replacement Reserve
Payments, and Division and Distribution of Arena Distributable Net Cash Flow
Year Ended June 30, 2010

Managemaent Fee Payments (i)

None in fiscal year 2010. There ia an accrued and unpaid Managemant Fee of $2,675.000 as of Juns
30, 2010. As provided in section 5.2.2 of the Managemant Agresment, the unpaid Managemard Fea
for each yesr accrues inferest commencing 120 days after ihe fiscal year for which it was earned at the
prime rats until paid, '

(i} As provided in section 5.1.4 of the Management Agresmant, the Management Fee is $300,000
commencing in the fiscal year ended June 30, 2010 for ten fiscal years and increases thereafier.

Arena Capital Replacemant Ressrve Payments (i)

(i) Section 5.5 of tha Managament Agresment tequires tha Manager to deposit the Arera Capital
Replacement Reserve Payment in an interest bearing sccount at a financial Institution selected by the
Manager and approved by the County Representative. In lisu of making such deposit in the amourt of
§1,010,633 which ia then usad {o fund arena capitel expendilures in accordance with Sections 5.1.3
and 5.5.1 of the Management Agreement, during the fiscal year ended June 30, 2010, the Manages
directly funded the $1,010,638 and an additional $408,687 for total expenditures of $1,410,325,

Division and Distribution of Arena Distributable Net Cash Flow (section 5.4 of the
Managsman Agresment)

None in fiscal year 2010.
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