MEMORANDUM
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Pima County Board of Supervisors County AdminiW
Re: Kino Veterans Memorial Stadium and Pima County Stadium District
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I.  INTRODUCTION

The Kino Veterans Memorial Stadium and spring training complex was constructed and
opened in 1997. It was the Major League Baseball (MLB) spring training home for the
Arizona Diamondbacks and Chicago White Sox. At the time, it was the premier and most
expensive two-team spring training complex constructed in Arizona. It cost $38 million to
complete. This amount was financed and is being paid back over a term that now ends on
December 1, 2017, or approximately 20 years after initial construction. The present
outstanding balance of debt on the Stadium and spring training facilities is $10,375,000,
and this remaining outstanding debt will be retired in December 2017.

Pima County lost both the Diamondbacks and the White Sox from intergovernmental
competition when the Chicago White Sox left Tucson and Pima County to join the Los
Angeles Dodgers in a new two-team spring training facility that cost the City of Glendale
$200 million, including the surrounding infrastructure. The Arizona Diamondbacks left for
a two-team spring training facility constructed on Salt River Pima-Maricopa Indian
Reservation land at a reported cost in excess of $150 million. These exorbitant stadium
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costs have been partially financed and fueled by the Arizona Sports and Tourism Authority
(ASTA), which was formed to assist in the building and financing of a new stadium for the
Arizona Cardinals football team. The ASTA is only authorized to operate in Maricopa
County. Over the years, a number of other spring training facilities have been built or
upgraded in Maricopa County. Because of the additional financing provided by the ASTA,
we cannot compete with Maricopa County in attracting new Major League teams for
spring training.

The total cost of building sports facilities in Maricopa County is now nearly $1.3 billon.
The downtown Phoenix Chase Field public cost was $238 million; the Arizona Cardinals
stadium in Glendale had a public cost of $307.5 million; the Coyotes hockey arena was
constructed with $180 million in public funding; and $542 million in public funds has been
spent for both new and renovated Cactus League baseball facilities. Several other large
sports facility expenditures are planned in Maricopa County, including construction of the
new $99 million Mesa Stadium for the Chicago Cubs; nearly $28 million in construction
and renovations at the Peoria Sports Complex for the San Diego Padres and Seattle
Mariners; and $17.5 million in renovations to HoHokam Field for the Oakland Athletics.
These are extraordinarily exorbitant expenditures of public money for sports facilities used
primarily by for-profit private organizations.

An article in the December 13, 2013 Arizona Republic reported on Glendale’s fiscal stress
resulting from financing sports facilities and indicated the annual payment for the two-
team spring training facility for the Chicago White Sox and Los Angeles Dodgers would
cost $17.5 million this year. Given our negative experience with MLB spring training, we
have been very hesitant to follow a path similar to the cities and towns in Maricopa
County. In fact, we have cautioned, and our Sports and Tourism Authority concurs, that
chasing economic return on the promise of private, for-profit sports entities by MLB or
others is an inappropriate economic development course. It is interesting to speculate
where Arizona would be in job creation if an amount similar to what has been invested in
sports facilities had been invested in economic development and expansion.

II. KINO SPORTS COMPLEX TODAY

Kino Sports Complex is a major recreational facility encompassing 162 acres, 14
tournament and professional quality fields, six community fields, two community parks, the
Ed Pastor Kino Environmental Restoration Project, the Mulcahy YMCA at Kino, and the
11,000-seat Kino Veterans Memorial Stadium. Despite the loss of first major league and
now minor league baseball, Kino Stadium and the Kino Sports Complex continue to be very
much going concerns that produce significant recreational, entertainment, social and
economic benefits for the immediate community and for the region.
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The Kino Sports Complex is located in a medically underserved and high-stress defined
location within the community, and the need for community facilities and services is
significant. The Kino Complex provides recreational services directly to the surrounding
communities; and, at the same time, is strategically located at the crossroads of Interstate
10, Kino Boulevard and Ajo Way. When siting the original stadium at this location, a time
study was conducted to determine the accessibility of the site from all segments of
metropolitan Pima County. This time study indicated that three quarters of the region’s
population of one million people were within a 20-minute drive of the site, making it very
accessible under traditional metropolitan drive-time experiences.

As community, amateur and professional sports use grows for these facilities, additional
support services and systems will need to be developed. These additional services, in the
form of hotels, restaurants, and other entertainment venues, would enhance regional
competitiveness by providing tourism-related benefits.

This memorandum outlines major accomplishments and activities of the Stadium District
and Kino Sports Complex over Calendar Year 2013, as well as events and activities that
are scheduled or anticipated in the first quarter of 2014. This includes major tournaments
and events but does not list all of the smaller events and uses that occur daily at the 162-
acre Kino Sports Complex.

lll. PUBLIC USE AND ACTIVITY ARE GROWING SUBSTANTIALLY

Through November of Fiscal Year (FY) 2013/14, the Stadium District has contracted 55
different events and booked 2,686 separate resource uses with an average of 17 different
resources (fields, stadium, concourse, clubhouse, etc.) being used daily. Over the past 12
months, events held at Kino Stadium had an estimated regional economic impact of
$8,500,000. This figure, which is independently calculated by Tucson Sports, the sports
marketing group of Visit Tucson, does not include the impact of concerts, the Best Bead
show or the Kino Gem, Mineral and Fossil Show. Including these non-sporting events
would double or even triple the Stadium’s overall economic impact. Visit Tucson estimates
the overall annual impact of the gem and mineral shows exceeds $65 million. It does not,
however, separately track the contribution of individual shows, so the exact impact of the
Kino show is not available. In addition to the economic impact, Stadium events, including
the spring training charity game, Hope Fest and events at the Mulcahy YMCA, have raised
at least $500,000 for local charities and have provided thousands of individuals with
social, health and economic services.

IV. REPURPOSING FOR MULTIPLE SPORTS

Repurposing the Kino Stadium and Sports Complex to a multiple sport, multiple use facility
with a focus on youth and amateur sports began immediately after the departure of the
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Chicago White Sox. Repurposing continued this year with the design and construction of
the 2,500-seat North Stadium, including construction of one new grass field and
permanent conversion of all six North Complex fields to rectangular pitch grass fields for
soccer, football, lacrosse, and other sports uses. A total of $3,295,392 was spent on
North Complex construction, with the primary source of funds being the Chicago White
Sox contract termination payment. There is $1,257,031 remaining in this special fund,
some of which the Stadium District will use to upgrade South Complex amateur baseball
facilities. The remaining funds will be used to offset the operating deficit of the District.

V. MAJOR KINO SPORTS COMPLEX EVENTS IN 2013 AND 2014

A. Major League Soccer (MLS) in 2013

Thirteen MLS teams were at Kino for preseason training and the Desert Diamond Cup. The
Desert Friendlies, a series of preseason training matches, ran from January 26 through
February 8. Eight professional teams, including three international teams - Canada,
Denmark, and the Veracruz soccer club from Mexico — competed in the Friendlies. The
international game drew a crowd of 3,042, while the other Friendly matches averaged 400
per game. The third Desert Diamond Cup was played February 13 through 23. Four
double-header games were played at Kino Stadium, with the Seattle Sounders team
winning the tournament. Desert Diamond Casino was again the prime sponsor. Total
attendance at the Cup matches was 10,100. Together, the MLS and international teams
spent a total of five weeks at Kino with an estimated community economic impact of
$2,409,808. The Stadium District had revenue of $75,120 from the MLS events.

B. Major League Baseball in 2013

Two MLB spring training games were held in March 2013. Game One, played on March
17, featured the San Diego Padres versus the Arizona Diamondbacks. On March 21, the
Los Angeles Dodgers played the Chicago Cubs in its annual charity game, which raised
$102,000 for the Christina-Taylor Green Foundation. The Foundation provides grants and
assistance for youth sports and education activities in Pima County. Attendance at the
two games was 21,944, and Stadium revenue from the two events was $35,409. The
District waived most fees for the charity game. At this time, we have no information on
baseball spring training in 2014.

C. Tucson Padres Baseball

On August 29, the Tucson Padres played their final home game of the 2013 season and
quite possibly, but not definitely, their final game in Pima County. Under new manager Pat
Murphy, the Padres were 77 and 76 for the season, which was substantially better than
the three previous years. In summer 2012, the Padres franchise was purchased by
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Mountain Star Group which operated the franchise for its final year in Pima County. The
team has been renamed the Chihuahuas and is scheduled to relocate to El Paso, Texas for
the 2014 season and will remain in the Pacific Coast League. As insurance pending
completion of the El Paso stadium, Mountain Star Group extended its Kino lease through
the 2014 season. Pima County received a full upfront payment of $70,000 for this
extension.

The ElI Paso stadium began vertical construction in September and is scheduled for
completion before the 2014 season. Stadium construction cost is now estimated to exceed
$72.2 million ($64 million maximum for the City's portion), $19.4 million more than the
original estimate of $52.8 million. Bond interest rates have also increased from 5 percent
to 6.5 percent for tax free bonds and from 5.75 percent to 7.25 percent for taxable bonds.
The total El Paso stadium cost, including debt service, is reported now to be nearly $140
million, considerably higher than the original estimate.

D. Summer Soccer Leagues

Kino North Complex was the official home of FC Tucson for the second consecutive year
and to the TSA Women’s Premier Soccer League. The TSA League consists of premier
college athletes who play together during the summer months. Between May 12 and July
20, 2013, FC Tucson played 19 games, 10 of which were home games on the North
Grandstand field, formerly Field 5. Total attendance was 8,024, and their overall record
was 9-6-4. The team set a franchise record for most goals in a single game - nine. FC
Tucson also played in the US Open Cup and won back-to-back victories over US
professional teams. FC Tucson is a member of the United Soccer Leagues, Premier
Development League. It is coached by Rick Schantz and includes the local players Michael
D’Arrigo, Edgar Reyna, Ricardo Velazco, and Gavino Carranza. The TSA Women's League
was an enthusiastic new user of the North Kino complex this year. The amateur Tucson
Women's Soccer League utilizes the South Complex soccer fields.

E. Concerts

The Event Group, a major concert promoter and long-time customer of the Stadium
District, partnered with KFMA Radio to present two more rock concerts at Kino Stadium.
On May 4, the KFMA Day concert drew a crowd of 10,864, with District revenue of
$50,303. On September 22, the FALL BALL concert attendance was 10,266, and District
revenue was $35,339.

F. Sun Sounds Beer Festival

Sun Sounds of Arizona provides audio access to information for people in the Southwest
who cannot read print due to a disability. All proceeds from the annual Sun Sounds Beer
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Festival go toward providing services through several different audio platforms. This event
was held on September 28, 2013 with attendance of 4,398. District revenue was
$14,500. The group has already requested a date for 2014 and is anxious to partner with
Kino on a long-term basis.

G. Vamos a Tucson, Mexican Baseball Fiesta

October 3 through 6, 2013, Mexican Fiesta Baseball, Inc. cooperated with Visit Tucson to
produce the 2013 Mexican Baseball Fiesta. Mexican teams from Ciudad Obregon,
Hermosillo, and Culiacan and two major league rookie teams, Kansas City and Los Angeles,
played seven games. Overall attendance was 9,107. District Fiesta revenue was $28,968,
and an additional $6,750 was realized from pre-event training rentals to two teams
(Obregon and Hermosillo). The estimated community economic impact was $348,000.

H. Hope Fest Family Assistance Event

Hope Fest was held at Kino Stadium on October 19, 2013. Hope Fest staff report they
had 1,000 volunteers from 150 community agency partners, 15 corporate sponsors and
50 corporate contributors and that they provided over 15,000 homeless, working poor and
other low income persons with a variety of services, including dental care; clothing and
food banks; and vaccinations. The Pima County Health Department and community
agencies provided information and assistance on enrolling for health insurance through the
Affordable Care Act and the Arizona Health Care Cost Containment System. Dental
service highlights included 600 patients screened, 125 tooth extractions, and 47 persons
who received dentures. Nine hundred twelve persons received medical services, including
120 flu shots; 35 children’s sports physicals; and 152 vision screenings. Ninety-three
thousand diapers, 50,000 pounds of clothing and 3,500 bags of groceries were
distributed. This was the seventh consecutive year Hope Fest has been held in Kino
Stadium. Each year, the event is eagerly anticipated by the agencies and volunteers and
the thousands of disadvantaged persons they serve.

I. Cancer Walk

The American Cancer Society’s Making Strides Against Cancer walk was held on October
27, 2013. Approximately 8,000 people participated in the three-mile or one-mile walks
around Kino Sports Complex. The Tucson event raised $306,000 to combat cancer
through research and services in Arizona. This was the fourth consecutive year that
Making Strides has been held at Kino Stadium.
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J. Kino North Stadium Opening

On October 30, 2013, a ribbon-cutting ceremony was held for the new Kino North
Stadium. The new rectangular pitch stadium seats 1,800 in grandstand seating and an
additional 560 in end zone seating, for a total capacity of 2,360. An additional 548
bleacher seats are being added to bring total seating to 2,900. The North Stadium was
completed on time and on budget in mid-October. The result is a highly functional and
beautiful new stadium. Kino now has three seating equipped facilities: the original 11,000-
seat Veterans Memorial Stadium, the 2,900-seat North Stadium and the 1,000-seat North
Grandstand, originally North Field 5. The repurposed North Complex provides Kino the
fields and seats needed to accommodate new sports, more events and multiple events.

K. Pima Community College Events

Pima Community College (PCC) is a regular user of the Stadium and a good example of the
marketability of the repurposed North Complex. In 2012, PCC rented North Clubhouse
space for an extended period; and in 2012 and 2013, PCC played most of its home
football games at Kino Stadium. In 2013, both the PCC men’s and women’s soccer teams
played their home games at Kino North Complex; and the baseball program also used the
South Complex. Total use included 45 separate rentals and 163 use hours. PCC is an
excellent customer, and we expect to continue to do regular business with them.

L. Kino Baseball League Events

Sponsored by the Kino Baseball League, the American Heroes Veterans Day Baseball
Tournament included 33 teams of 13 to 18 year-olds who played in this tournament held
November 9 through 11, with three-day attendance of 3,500. Stadium revenue was
approximately $7,000. The organizers complimented the County on the excellent condition
of the fields and facilities.

Additional amateur baseball league events included the Freshman League (32 games in
March and April, $3,715 in 2013 Revenue); Kino Summer League (180 games in June and
July, ages 13 to 25 years, $25,225 in 2013 Revenue); the 2013 Arizona State Babe Ruth
Baseball 14U Division Tournament (9 teams, 17 games in July, $1,960 in 2013 Revenue);
the Pacific Southwest Regional 13-15U Tournament (teams from Guam, Hawaii, Utah,
Nevada, California and Arizona (10 teams, 23 games in July, $4,793 in 2013 Revenue).

M. Chivas Los Angeles Professional Soccer

The inaugural North Stadium game was held November 15, 2013 when FC Tucson soccer
club in the Premier Development League competed against MLS team Chivas Los Angeles.
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FC Tucson triumphed 1 to O in the 89™ minute. The game was attended by more than
2,340, filling the new stadium for its first event.

N. Korean Baseball

The KT Wiz, a newly organized Korean major league baseball team, contracted for an 82-
day spring training stay from November 20, 2013 to February 10, 2014. Stadium revenue
will be approximately $90,000, half of which was paid upfront before the team’s arrival.
Economic impact is estimated to be $1,579,656, allowing the Stadium to offer a 15
percent discount on fees. The contract is noteworthy because the Korean team originally
intended to spring train in Maricopa County but was more satisfied with the opportunities
they found at Kino. Korean baseball was targeted by the Pima County Sports and Tourism
Authority, and this is the third Korean team to train at Kino.

O. Lacrosse

Adrenaline Starz, a California youth lacrosse organization, scheduled their first Pima
County tournament at the new Kino North Complex for November 22 through 24, 2013.
Hoping to make this an annual event, the Stadium offered a discount if 70 percent of the
teams used hotels in unincorporated Pima County, which pay bed tax to the County, which
partially supports the Stadium District. Unfortunately, on November 22 and 23, Tucson
experienced severe weather conditions that resulted in the Stadium receiving over two
inches of rain, and the tournament was canceled.

P. Chicanos por La Causa Children’s Holiday Event

This is a holiday party for the community, especially economically disadvantaged families.
This event is sponsored by Chicanos por La Causa. The event was held on December 14
and the estimated attendance was 2,000 children and up to 4,000 parents. 2013 was the
second year the event has been held in the Stadium. The Stadium District waives some of
the fees for this and other similar charity events.

Q. Baseball Alberta

This is an annual youth winter training camp from Edmonton, Alberta that schedules its
camp in late December and early January. The camp offers professional instruction from
current and former MLB coaches and players to 25 to 30 high school athletes. The FY
2012/13 event revenue was $2,462.
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R. College Football All Star Game

This event, promoted by All Star Football Group and locally sponsored by Casino del Sol,
was held in January for the past two years. Last year’s attendance was weak, with only
4,400 people attending. It appears the out-of-town promoter has discontinued this event.

S. Bead Show

The 2014 Best Bead Show will set up in and around the Mulcahy YMCA at Kino
Community Center February 2 through 9, 2014. This will be the 14" consecutive year the
show has operated in Kino Complex, and it is the largest all-bead show in Tucson. The
event consists of 135 vendors and attendance will be over 8,000. Last year, Stadium
revenue was approximately $7,875 for the winter show after payment to the YMCA of
$4,275 for shared room rental costs to offset their membership business. This may be the
last year the bead show operates at the Mulcahy YMCA due to conflict with the constantly
increasing YMCA membership and scheduled activities at the center.

T. Gem Show

The Kino Gem, Mineral and Fossil Show began set up on January 3 and will continue
through February 26, 2014. Actual show dates run February 1 through February 16. The
show covers more than 130,000 square feet of space in the South Complex Kino Stadium
parking lot. With over 200 vendors participating, this is the Stadium’s largest event of the
year. Last year, attendance was estimated at roughly 100,000. The Stadium collects a
rental fee, a small share of event sales, and a standard percentage of food and beverage
concessions revenue. Stadium revenue last year was $180,000 over the 16-day gem
show period. Revenue this year may be slightly reduced because the much smaller
Sungem Rock Show, which formerly occupied the South soccer fields, has closed its
business. The main show, however, will expand. Visit Tucson estimates an aggregate
economic impact for all Gem Show events at $65 million; but they do not break out the
estimate for individual shows. Kino is one of the larger shows in the aggregate.

U. Under Armour Baseball

This is an annual event scheduled for January 17 through 19, 2014 that brings top high
school players together for an All-American preseason wood bat competition. In 2013,
there were 393 players, most from out of state. This year, approximately 400 players will
participate. The Under Armour tournament brings players from as far away as the Virgin
Islands; Hawaii; Culiacan, Mexico; Vancouver, British Columbia and Quebec, Canada.
Local players include Bradley Gonzales, Marana; Jacob Northrup, Sahuaro High School; and
Nathan Soriano, Canyon del Oro High School. Revenue of $5,160 for 2014 is anticipated.
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V. Major League Soccer Spring Training

On November 19, 2013, the Stadium District Board approved contracts with Visit Tucson,
FC Soccer Tucson and MLS, to bring MLS teams to the new Kino North Complex for
preseason spring training and the Desert Diamond Cup tournament for the third straight
year. Eleven MLS teams will travel to Tucson for training and the tournament. The
scheduled teams are Houston, Vancouver, Portland, San Jose, Kansas City, Seattle,
Chicago, Chivas L.A., Colorado and New England, plus a yet to be named Mexican team.
Teams will stay for varying time periods starting February 1, 2014 until at least March 1,
2014. Most teams will stay at County hotels and resorts, which will pay bed taxes to
Pima County. Teams will play at least three Friendlies games during the spring training
period. FC Tucson estimates the MLS and Mexican teams will use at least 3,400 bed
nights directly, not including those used by sponsors and out-of-town spectators. Based
on projections provided by FC Tucson, Visit Tucson estimates the economic impact just
from the team members will be $1,639,680 for the 30-day period. This does not include
impact from MLS administrative and marketing personnel, out of town fans, or the indirect
value of team advertising of Pima County tourism opportunities in their home cities, which
is required in the Visit Tucson-MLS contract.

W. Desert Diamond Cup

This year’'s MLS Desert Diamond Tournament will be played between February 19 and
March 1, 2014. Five MLS teams - Chicago, Chivas, Colorado, New England, and Salt
Lake — will play in the tournament. FC Tucson and a Mexican League team will also play.
There will be 12 games, most of which will be played in the new North Stadium. The final
games will be played on March 1 in Kino Veterans Memorial Stadium. Friendlies tickets
will be $18 and $16, and the Desert Diamond Cup tickets are $30 and $26. These tickets
went on sale December 9. FC Tucson is calculating their revenue on attendance of
12,500; but based on the strong showing at the November Chivas game, FC indicates
attendance could approach 20,000. Stadium District revenue should substantially exceed
the 2013 revenue of $75,000.

X. Freedom Pro Baseball League Camp

This is a new event that has tentatively reserved South Stadium space from February 1 to
15, 2014 for a professional baseball training camp. Freedom has not yet signed a
contract, and the reservation remains tentative.

Y. Tucson Invitational Baseball Games

Mr. Jim Tiggas and his family operate this event and are the most longstanding tournament
customers. They do an excellent job of promoting and hosting amateur sports
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tournaments. Every spring, they bring an increasing number of college teams from all over
the US to play baseball and softball in Pima County. Baseball teams play at Kino Stadium,
and softball teams play at Lincoln Park on Tucson’s eastside. This year, TIG has reserved
space at Kino for 65 teams, an increase from 52 teams last year. Teams come at different
times, according to their college’s spring break; and reservations for the events run from
the last week of February through March. Estimated economic impact in 2013 was
$4,295,430. Stadium fees are discounted because of the large economic impact. Last
year’'s Stadium revenue was $28,900 from this event. Tucson Invitational Games also
provides concession service at the Stadium for their events and for other Stadium events.

Z. Mulcahy YMCA at Kino

On April 3, 2012, the Pima County Stadium District Board approved a 25-year lease of the
Kino Veterans Memorial Community Center, located in Kino North Complex, to the YMCA
of Southern Arizona. The lease requires that the YMCA operate the center to the benefit
of the community, particularly children, youth and families. This is the third YMCA
operating in a Pima County community recreation center. The Mulcahy YMCA at Kino
Community Center strives to empower youth and adults through physical activity and
educational programs. The positive impact is evident in the 626 YMCA membership units
(or 1,575 community members) who participate in the various classes and programs
offered each month. Currently, 90 youth are participating in the YMCA fall basketball
league; over 325 adults, seniors and youth participate in the 10 group exercise classes
each week; over 100 Alta Vista High School students utilize the facility for physical
education classes; and approximately 50 adults, seniors and youth participate in
community classes such as pottery and Enshin karate. The Mulcahy YMCA has a
volunteer Community Advisory Board comprised of 10 committed community members
that has raised over $19,000 to provide financial assistance to Mulcahy families and youth
who cannot afford to pay full program fees.

VI. PAST AND PRESENT FINANCING STRUCTURE FOR THE STADIUM AND SPORTS
COMPLEX

The Stadium and Sports Complex has been integrated into other County operated facilities
over the years. The Ajo Detention Basin was constructed in the 1970s as a cooperative
project between the US Army Corp of Engineers and the County. The Basin essentially
prevented flooding of the downstream urban area, including downtown, that occurred from
flood water originating in the Davis-Monthan Air Force Base watershed. This project
received a substantial facelift and environmental restoration enhancement. The Ed
Pastor/Kino Environmental Restoration Project was completed for approximately $10
million, with half the funding provided by the Regional Flood Control District (RFCD) and
the other half by the federal government. Included in the original Ajo Detention Basin was
Sam Lena Park, a lighted small public park with two, heavily used softball fields.
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In 1996, the Kino Recreation Center was built at the complex for public recreation. The
facility is essentially an indoor community center with an indoor athletic basketball and
volleyball court. It is now operated as the Mulcahy YMCA Branch at Kino. In 1997, the
Stadium and Sports Complex, which included the primary stadium, all of the practice and
training fields, and two major league clubhouses, was constructed for approximately $38
million.

Final additions to this regional community sports complex occurred in 2010 with the
renovation and dedication of Willie Blake Park; and in 2013 with the construction and
development of a permanent soccer facility, including 2,900-seat and 1,000-seat stadiums.
All of these regional community sports facilities are increasingly being utilized by a broad
cross section of sports interests, entertainment activities, and community uses. While the
original intent of the complex was to provide primarily MLB Spring Training, the uses that
now occur are multisport and of significant benefit to the community by providing sporting
venues for both amateur and professional sports. Annual aggregate budget expenditures
to operate this multipurpose complex come from several budget sources, which are needed
to retire the remaining debt incurred to build a MLB Spring Training Complex, including the
Stadium, and to fund annual operating and maintenance expenses associated with each
element of the complex.

There are three primary tax resources associated with the baseball component of the
complex. These revenue sources are used for both debt service on the remaining
outstanding debt and to supplement budgets for operating and maintenance of the facilities
on an annual basis. These revenue sources are the hotel bed tax, car rental tax, and the
recreational vehicle tax. All three are discussed in more detail below.

A. Hotel Bed Tax

The component of the hotel bed tax allocated to the baseball component of the complex is
one third (two percent) of the County’s six percent tax on hotel/motel occupancy in
unincorporated Pima County. One third of the hotel bed tax has been dedicated for this
purpose as provided by Arizona Law. Table 1 below shows the Stadium District’s annual
hotel bed tax receipts from Fiscal Year (FY) 2006/07 to the present.

Table 1: Stadium District Hotel Bed Tax,
FYs 2006/07 through 2013/14."

Fiscal Year Revenue
2006/07 $3,112,481
2007/08 2,793,135
2008/09 2,278,320
2009/10 1,916,589
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Table 1: Stadium District Hotel Bed Tax,

FYs 2006/07 through 2013/14."

2010/11 1,900,929
2011/12 2,146,004
2012/13 2,137,192
2013/14 2,223,600

'Revenue for FY 2013/14 as adopted in the FY 2013/14

Adopted Budget.

As can be seen, the Stadium portion of the hotel bed tax has declined from approximately
$3.1 million in FY 2006/07 to $2.1 million in FY 2012/13.
percent, which is indicative of the significant impact of the decline in tourism as a result of

the recession.

B. Car Rental Tax

To provide financing for baseball stadium facilities, the car rental tax was authorized by the
Arizona Legislature. The car rental tax is levied at the rate of $3.50 per car rental
contract. The annual revenues from the car rental tax since FY 2006/07 to the present are

shown in Table 2 below.

This is a decrease of 31

Table 2: Car Rental Tax, FYs 2006/07 through 2013/14."

Fiscal Year Revenue
2006/07 $1,689,669
2007/08 1,731,469
2008/09 1,388,670
2009/10 1,339,960
2010/11 1,372,901
2011/12 1,463,760
2012/13 1,398,972
2013/14 1,493,000

'Revenue for FY 2013/14 as adopted in the
Adopted Budget.

The car rental tax was also directly affected by the recession, declining from actual
revenue of $1.7 million in FY 2007/08 to $1.4 million in FY 2012/13, a decrease of over

19 percent.

FY 2013/14
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C. Recreational Vehicle Tax

The recreational vehicle tax was also authorized by the State Legislature as a revenue
source to pay for stadium baseball facilities related to MLB Spring Training. This tax is
levied at the rate of $0.50 per night for recreational vehicles that stay in a traditional
recreational vehicle park. Revenues for the recreational vehicle tax are shown in Table 3
below from FY 2006/07 to the present.

Table 3: Recreational Vehicle Tax, FYs 2006/07 through

2013/14."
Fiscal Year Revenue
2006/07 $217,530
2007/08 216,964
2008/09 158,541
2009/10 180,969
2010/11 164,805
2011/12 145,559
2012/13 136,194
2013/14 159,000

'Revenue for FY 2013/14 as adopted in the FY 2013/14
Adopted Budget.

Recreational vehicle tax also decreased; declining from $217,000 in FY 2006/07 to
$136,000 in FY 2012/13, a reduction of more than 37 percent.

As shown in the tables above, the total aggregate sum of these revenues for FY 2013/14
is $3,875,600, and the annual debt service to pay off the remaining debt of the Stadium
for the same vyear is $2,909,233. Therefore, the revenues from these three sources
essentially pay for the debt service on the construction of the baseball facilities designed
for MLB Spring Training.

D. Earned Revenue

Another revenue source vital to operating the Stadium and Sports Complex is earned
revenue. Earned revenue is the revenue obtained from the rental of the facilities for sports
or entertainment and includes reimbursement of special expenses as described below.
Many of these activities have been described in Section V above. These earned revenues
have varied widely over the years. They have been as high as $1.8 million per year when
two-team MLB Spring Training was conducted at the complex to as low as $700,000 in
the year after MLB abandoned the Kino facilities. The eight-year history of these earned
revenues is shown in Table 4 below.
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Table 4: Earned Revenue, FYs 2006/07 through 2013/14."

Fiscal Year Revenue Projected
2006/07 $1,387,795
2007/08 1,787,266
2008/09? 6,230,326
2009/10 951,100
2010/11 709,246
2011/123 1,509,988
2012/13 1,095,764
2013/14 $1,239,000
'Revenue for FY 2013/14 as adopted in the FY 2013/14 Adopted
Budget.
ZIncludes Chicago White Sox termination payment in the amount of
$5 million.
SFY 2011/12 includes the final Chicago White Sox payment of
$500,000.

Earned revenue declined from $1.8 million in FY 2007/08 to $1.1 million in FY 2012/13, a
reduction of 39 percent. This was due entirely to the departure of MLB spring training.

Had these revenues remained at their historic highs, much of the General Fund support
now being requested for the Kino Sports Complex would not be necessary. These
revenues declined an aggregate of $3,439,906 from their peak in FY 2007/08 through FY
2012/13, or over 32 percent.

As can be seen, however, the amount of revenues now budgeted is beginning to approach
those that were received when two teams utilized the facilities for MLB Spring Training.

E. Kino Environmental Restoration Project

The Regional Flood Control District (RFCD) project known as the Kino Environmental
Restoration Project (KERP), adjacent to the Stadium and Sports Complex facilities, provides
direct flood control benefits by its continued use and operation. The maintenance
associated with these facilities is provided by Kino Stadium personnel, and the costs for
same are currently reimbursed by the General Fund. The General Fund expenses are
budgeted at $189,602 for FY 2013/14. Beginning with the FY 2014/15 budget, these
maintenance costs will be reimbursed by the RFCD.
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Table 5: KERP Revenue, FYs 2006/07 through 2013/14."

Fiscal Year Revenue

2006/07 N/A
2007/08 N/A
2008/09 N/A
2009/10 $196,417
2010/11 192,489
2011/12 189,602
2012/13 189,602
2013/14 189,602

'Revenue for FY 2013/14 as adopted in the FY 2013/14
Adopted Budget.

F. General Fund Support — Ongoing in Base Budget

Both the Stadium District and the Kino Sports Complex receive ongoing General Fund
support for services that each provide. The Stadium District fields are used by the
community when not in use by professional teams, tournaments or events. The FY
2013/14 cost of the Stadium District maintaining these fields during these time periods is
offset by $1,058,022 of support from the General Fund.

Because two public parks and a public community center are operated within the Kino
Sports Complex, the General Fund base budget contains $402,100 in FY 2013/14 for Sam
Lena and Willie Blake Parks, as well as $684,249 in FY 2013/14 for operating expenses
for the Mulcahy YMCA, which was the former Kino Recreation Center, and for landscaping
of the Kino Sports Complex. The $1,086,349 cost for the public park functions of these
facilities is covered by $974,259 of General Fund support and $112,090 of direct revenue.

Table 6: Ongoing General Fund (GF) Support,
FYs 2006/07 through 2013/14."

Kino Sports
Stadium GF | Complex Net
FY Support GF Support? Total

2006/07 O| $1,720,748 | $1,720,748
2007/08 0 1,480,489 1,480,489
2008/09 0 2,777,350 2,777,350
2009/10 $1,096,035 1,247,770 2,343,805
2010/11 1,074,114 1,089,729 2,163,843
2011/12 1,058,002 734,524 1,792,526
2012/13 1,058,002 771,896 1,829,898
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Table 6: Ongoing General Fund (GF) Support,
FYs 2006/07 through 2013/14."

Kino Sports
Stadium GF | Complex Net
FY Support GF Support? Total
2013/14 1,058,002 974,259 2,032,261

"FYs 2006/07 through 2012/13 reflect actuals; FY 2013/14
reflects Adopted Budget.

2Kino Sports Complex was included in the Community Resources
Department from FY 2006/07 through FY 2008/09.

G. General Fund Support — One-time

The County has been providing substantial General Fund support to the Stadium since the
complex was abandoned by MLB for two-team spring training at approximately $1.5 million
per year. One-time revenues were allocated by the County to support the Stadium District
budget because of the significant ongoing community use of the recreational and sports
facilities. The one-time budget allocation now should be converted to an ongoing County
General Fund support for the facilities in the base budget. | will be recommending this
fiscal year that the previous one-time allocation become an annualized transfer embedded
in the County base budget.

H. General Description of Major Annual Expenses

Operating the Sports Complex and Stadium, marketing the facility, maintaining the 14
fields as major league and major tournament quality facilities, maintaining the 6 community
fields, maintaining the KERP and adequately supporting the diverse events is a complex
operation. It includes watering and routine field maintenance, seasonal reseeding and re-
turfing, grooming and marking fields for individual events, ongoing building maintenance,
staffing and equipment for events, and concession equipment. Currently, the Complex
employs 30 fulltime staff and hires intermittent workers for seasonal and event work.
Budgeted annual operating expenses are shown in Table 7 below and detailed in Table 10.

Table 7: Budgeted Annual Operating Expenses.

Expense Description Budgeted Amount
Personnel (Fulltime and Intermittent) $2,751,838
Utilities (Electricity, Waste Disposal, Water,
Natural Gas and Telephone 786,860
Chemicals and Field Supplies 464,000
Building Maintenance and Renovation 189,260
Machinery and Equipment 92,600
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Table 7: Budgeted Annual Operating Expenses.

Expense Description

Budgeted Amount

Grounds Maintenance and Landscaping 398,330

General Operations 381,110

Kino Recreation Center Operations 175,000

Administrative Overhead (Central, Not

Stadium, Administration) 669,097

Capital Expenses 218,000
Total $6,126,095

I. Reimbursable Expenses

A portion of the expenses are reimbursable from the users.
and excess water use were reimbursable expenses when the Tucson Padres played home
games in the Stadium. Clubhouse utilities and expenses are reimbursable by FC Tucson,
field marking and other special field
preparation. These reimbursable expenses are included in earned revenue and reduce the

as are costs for temporary field conversion,

annual Sports Complex expenses supported by other revenue sources.

expenses are shown in Table 8 below.

Table 8: Major Reimbursable Expenses.

For example, Stadium lighting

Major reimbursable

Expense Description Amount
Padres In-season Utilities $119,927
Padres Excess Water Use 19,191
Padres Field Materials 17,918
FC Tucson Clubhouse and Field Use 109,036
FC Tucson Stadium Field Conversion 17,000
Total $283,062

J. One-time Expenses for Field Conversions from Baseball to Soccer

In addition to the $3,295,392 in capital funds spent on the North Complex Stadium and
fields conversion and construction, the Stadium District will spend approximately $93,000
for temporary field conversion and for North Complex signage and branding in FY 2013/14.

The cost of these projects is paid for from current operating funds.
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Vil. EARNED REVENUES FROM EVENTS

The Stadium and Sports Complex host a variety of events as described in the previous
section. Earned revenues have been steadily increasing since the departure of MLB Spring
Training. In general, these events can be categorized as 1) sporting events such as
baseball and soccer and occasionally football, lacrosse and rugby; 2) entertainment related
to concerts; 3) special retail events, such as the Gem and Bead Shows; and 4) charity
community events such as Hope Fest and the Cancer Walk.

Each event has different facility needs, as well as financial capacity to pay fees. Stadium
staff always try to recover direct, reimbursable costs but will negotiate rental fees and
concession percentages for charity and other local community events and will discount
fees for events that document economic impact in the form of revenue to regional tourism
facilities. Visit Tucson is used to verify the tourism expenditures. Event revenues from
the previously listed functions vary greatly. Typical revenues are shown in Table 9 below.

Table 9: Typical Earned Revenue from Events.

Revenue Source Amount
Gem Show $180,000
Concerts 30,000 to 60,000
Major League Baseball and Soccer 18,000 to 20,000
Amateur Sporting Tournaments 5,000 to 30,000
Charity Events 0 to 14,500

Demand for the Stadium is seasonal, with the heaviest demand in late winter and spring,
followed by late fall. Scheduling in the prime seasons is difficult, and staff works to
balance the relative priorities of maximizing Stadium District revenue, maximizing regional
economic impact or maximizing availability for community and charity events. Clear
direction from the Stadium District Board on these priorities would be helpful, with
particular attention to the level of discount that should be offered for economic impact and
community use events.

VIll. BALANCING EXPENSES AND REVENUES

Given the $1.3 million decrease in designated Stadium District revenues since FY 2007/08
from the hotel bed tax, car rental tax, and recreational vehicle tax, as well as the decrease
of over $1 million per year in revenue since the loss of MLB Spring Training, it is apparent
permanent General Fund support will be necessary for the Stadium. This is appropriate,
given that the expanded use of these facilities is primarily for the purpose of amateur youth
and adult sports. Table 10 below shows expenses and revenues for operating the entire
Sports Complex.
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Table 10: FY 2013/14 Annual Budget Summary, Stadium and Kino Sports Complex.

Revenues/Sources of Funds Expenditures/Use of Funds
FY 2013/14 Period 5 FY 2013/14 Period 5
Adopted Table Forecast Variance Adopted Notes Forecast Variance  Table
Hotel Bed Tax 2,223,600 1 2,131,800 (91,800) | Personnel 2,751,838 2,680,145 71,693
Car Rental Tax 1,493,000 2 1,450,000 (43,000) | O&M
RV Tax 159,000 3 135,000 (24,000) R&M Supplies 338,401 1 335,401 3,000
Earned Revenue R&M Machine & Equip. 92,600 2 92,600 -
Facility Fees 156,500 350,362 193,862 R&M Grounds 398,330 3 328,330 70,000
Rents & Royalties 540,000 557,809 17,809 R&M Buildings 189,260 4 168,117 21,143
Interest 21,135 21,135 - Chemicals 125,599 125,599 -
Misc Rev 23,590 26,622 3,032 Admin Overhead 669,097 669,097 -
Earned Rev Subtotal 741,225 955,928 214,703 Phone/Internet 59,692 59,692 -
Reimbursable Expenses - 8 283,072 Electricity 444,000 444,000 -
Earned Revenue Total 741,225 4 1,239,000 497,775 Water & Sewer 113,038 113,038 -
Revenue Subtotal 4,616,825 4,955,800 338,975 Natural Gas 40,000 40,000 -
GF - KERP 189,602 5 189,602 - Payments to Agencies 175,000 5 175,000 -
GF - Ball Field Maint 1,058,002 6 1,058,002 - Waste Recycling 130,230 130,230 -
GF - Kino Sports Complex 974,259 6 896,066 (78,193) Other O&M 381,110 495,253 (114,143)
GF - One Time 1,500,000 1,500,000 - | O&M Total 3,156,257 3,176,257 (20,000)
Total 8,338,688 8,599,470 260,782 | Capital 218,000 198,000 20,000
Expenditures Subtotal 6,126,095 6,054,402 71,693 7
Debt Service 2,909,233 2,909,233 -
CIP Transfer Out 575,540 575,540 -
Total Expenditures 9,610,868 9,539,175 71,693
Notes

1 - Field maintenance materials such as clays, sand, decomposed granite; Fence slats and Batter's eye improvement; Equipment repair parts for landscaping
equipment and golf carts; Irrigation parts; Supplies purchased from Field Maintenance Work Orders

2 - Equipment Service; Direct Bills; Irrigation Pump Maintenance; Fire Alarm System

3 - Building services as needed for stadium fields

4 - Fence and netting repairs and improvements for the Kino Sports Complex fields

5 - YMCA Contract

As can be seen from Table 10, Stadium repurposing efforts are closing the gap between
revenues and expenditures. If the one-time capital expense transfer is eliminated from this
year’'s budget, overall expenses are $8.9 million compared to $8.6 million in revenue.

IX. SUMMARY

Construction of the two-team MLB Spring Training Center at Kino was a significant
community investment. Unfortunately, the County was abandoned by MLB mid-contract
for more lucrative facilities in the Phoenix metropolitan area, all of which are now in
significant financial distress. The County has had to adapt and change the sports and
community park uses associated with the Kino Sports Complex over the years, and we
have invested in diversifying sporting opportunities at the Kino facilities for both amateur
and professional sports.

A combination of revenue from various sources will continue to be used until the Stadium
District debt is retired in 2017. General Fund support has been provided for the dedicated
public park uses within the Sports Complex; however, significantly increasing amateur and
community use due to converting baseball fields to soccer, as well as continued significant
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amateur baseball use of other practice facilities, requires additional General Fund support to
balance the Stadium District budget. This General Fund support is appropriate and
reasonable given the significant community benefits realized from its continued successful
and expanding operation. For this reason, | will be recommending the Board of Supervisors
convert from one-time General Fund allocations to an ongoing General Fund appropriation
the previous $1.5 million allocations in General Funds to support the Kino Sports Complex.
This action will be a supplemental budget request in the FY 2014/15 budget and will
require increasing the primary property tax rate by approximately three cents. | will also
recommend an updated Kino fee schedule, which will include recommended discounts for
economic impact, community and charity events so the Board may clearly decide its
priority for use of the Stadium and Kino Sports Complex by the different types of events.

CHH/mijk

c: Martin Willett, Chief Deputy County Administrator
Hank Atha, Deputy County Administrator for Community and Economic Development
Chris Bartos, Director, Stadium District
Tom Burke, Director, Finance and Risk Management
Robert Johnson, Budget Manager, Finance and Risk Management



Appendix 1

Future Sports Complex Capital Improvements

Baseball customers have requested a number of upgrades to the Quad and fields in the
South Complex. Items being considered for completion this fiscal year are:

Scoreboards on five of the south fields, including advertising space and solar power;
Additional dry storage, refrigeration and prep space in the South Quad concession
area;

Shade for the concession window and bleacher seating;

Covering for South Complex batting cages;

Improved concession and entrance lighting for North Stadium; and

Reduced field lighting intensity to reduce energy costs on the North grandstand
(formerly Field 5).

Longer term, overall complex improvements need to include:

Expanded North Complex parking. With the opening of the North Stadium and
increasing activity at Mulcahy YMCA, North Complex parking is a significant
problem. Shuttles are being considered for the Desert Diamond Cup games. Exit
from parking is also difficult, particularly at the east exit onto Country Club Road,
where north side visibility is poor.

Improved, permanent signage, both onsite and on roadway approaches. Better
signage becomes important as multiple uses increase.

Replace and upgrade the Stadium public address system.

Install permanent Wi-Fi in both stadiums and throughout the complex. Permanent
Wi-Fi is very expensive for this large a complex, but it is requested and expected by
nearly all customers.

Upgrade electrical to provide improved, permanent service to gem show and concert
areas.

Additional permanent restrooms at the North Stadium and additional restrooms and
concession space at the South Complex baseball fields.



Appendix 2
Marketing Efforts for the Kino Sports Complex

A number of marketing initiatives are underway to promote Kino Sports Complex as a
multiuse facility. New initiatives include expanding the joint advertising buy with Visit
Tucson to include soccer publications, as well as baseball users. The objective is to build
awareness of the new North Stadium for soccer use, as well as other grass sports.

The Stadium District also launched a new website with online reservation capabilities for
reserving resources at Kino. The new website focuses on our multiuse capabilities, has
improved graphics, and offers better site navigation. The Stadium District and Natural
Resources, Parks and Recreation Department are also working with the Information
Technology Department to procure a more robust event scheduling software program.

The Stadium District also developed a new signage plan for the entire North Complex to
strengthen the Kino brand and provide advertising space to generate revenue for both the
Stadium District and permanent users. Eventually, the signage plan will be duplicated at
South Complex fields to provide consistency for the entire complex and strengthen brand
awareness.

Below are examples of marketing initiatives that the Stadium District is using to more fully
promote the Kino Sports Complex.

NEW WEBSITE

p:/ /wwow kinosportscomplex.com: £~ 8¢ X | & Kino Sports Complex (520) .. %
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