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INDEPENDENT AUDITORS’ REPORT

The Board of Directors,
University Athletic Association, Inc.:

We have audited the accompanying basic financial statements of the University Athletic Association, Inc.
(the Association), a direct support organization and component unit (for accounting purposes only) of the
University of Florida, as of and for the years ended June 30, 2005 and 2004, as listed in the table of
contents. These basic financial statements are the responsibility of the Association’s management. Our
responsibility is to express opinions on these basic financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the basic financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the basic financial statements. An audit also includes assessing the accounting principles
used and significant estimates made by management, as well as evaluating the overall basic financial
statement presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the basic financial statements referred to above present fairly, in all material respects, the
financial position of the Association as of June 30, 2005 and 2004, and its revenues, expenses, and
changes in net assets and its cash flows for the years then ended in conformity with accounting principles
generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated August 19,
2005, on our consideration of the Association’s internal control over financial reporting and on our tests
of its compliance with certain provisions of laws, regulations, contracts and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on the internal
control over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards and should be considered in assessing the results of our
audit.

The management’s discussion and analysis on pages 2 through 13 is not a required part of the basic
financial statements but is supplementary information required by accounting principles generally
accepted in the United States of America. We have applied certain limited procedures, which consisted
principally of inquiries of management regarding the methods of measurement and presentation of the
required supplementary information. However, we did not audit the information and express no opinion

on it. ,

Gainesville, Florida
August 19, 2005
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Introduction

The University Athletic Association, Inc. (the Association), a not-for-profit corporation, is a Direct
Support Organization of the University of Florida (UF). The Association exists to advance UF’s teaching,
research and service missions through the intercollegiate athletics program.

The Association’s goal is to be the nation’s finest intercollegiate athletics program, where each coach has
challenging and rewarding career opportunities and each student-athlete has every opportunity for athletic
and academic success. The Association recognizes its responsibility to UF to operate the Association in
an efficient manner using sound business principles within an ethical decision making process.

The tremendous success of the athletic program can be attributed to many factors: outstanding coaches
and support staff, extremely talented student-athletes, a great academic institution, a strong recruiting
base, university support and a commitment to each sport. The Association’s financial strength is also a
very key component in its success and is a major factor in maintaining or surpassing its current level of
achievement in all the Association’s endeavors.

Overview of the Financial Statements and Financial Analysis

The Association is pleased to present its financial statements for the fiscal years ended June 30, 2005 and
2004. This discussion and analysis is a narrative explanation of the Association’s financial condition and
operating activities for these years. The overview presented below highlights the significant financial
activities that occurred during the past two years and describes changes in financial activity from the prior
year. Please read this overview in conjunction with the comparative summaries of net assets and
revenues, expenses and changes in net assets and the Association’s financial statements which begin on
Page 14.

Using these Financial Statements

This report consists of a series of financial statements, prepared in accordance with the Governmental
Accounting Standards Board (GASB) Statement No. 34, Basic Financial Statements and Management’s
Discussion and Analysis — for State and Local Governments and Statement No. 35, Basic Financial
Statements — and Management’s Discussion and Analysis — for Colleges and Universities.

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

The Association’s net assets are one indicator of the improvement or erosion of its financial health when
considered with nonfinancial facts such as the overall academic and athletic success of the intercollegiate
athletic program and the condition of its facilities. This success is evidenced by:
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The overall University of Florida athletic program ranked sixth best in the 2004-05 national all-
sports competition sponsored by the National Association of Collegiate Directors of Athletics
(NACDA).

Florida has ranked among the nation's 10 best collegiate athletic programs for 22 consecutive
years. Florida and UCLA are the only schools to finish in the top 10 in national all-sports rankings
every year since 1983-84.

Eleven Gator athletic teams turned in top-10 finishes in 2004-05, just off the school record of 12
set in three previous seasons. Florida's top-10 programs in 2004-05 include: Baseball (2nd), Men's
Indoor Track & Field (2nd), Women's Indoor Track & Field (2nd), Men's Outdoor Track & Field
(2nd), Men's Tennis (T-3rd), Women's Tennis (T-3rd), Women's Swimming & Diving (4th),
Men's Swimming & Diving (5th), Gymnastics (7th), Women's Golf (10th), Women's Outdoor
Track & Field (T-10th)

Four UF teams finished among the nation's top two in 2004-05, matching the program record set
last year,

Eight teams turned in top-five NCAA finishes, equaling UF's record (1989-90, 2003-04).

In Southeastern Conference (SEC) action, Florida won three league titles in 2004-05 - baseball,
men's tennis and volleyball. In addition, Florida claimed SEC Tournament titles in men's
basketball, soccer, and men and women's tennis. For the 14th consecutive year, UF was awarded
the New York Times Regional Newspaper Group SEC All-Sports title. The Gator program also
finished first in the men’s competition and third in the women’s race. Olympic medalist swimmer
Ryan Lochte was named the SEC Male Athlete of the Year in June, joining Danny Wuerffel
(1996, '97) as the only Gator males to win the prestigious honor.

Nine individual NCAA event titles were claimed by Florida and 64 UF student-athletes earned
146 All-America honors in 2004-05.

Florida was also successful away from the athletic arena in 2004-05, carning a league-high 173
SEC Academic Honor Roll accolades in league championship sponsored sports. In the last 10
years, UF student-athletes have been distinguished on the SEC Academic Honor Roll 1,317 times,
also a league high. Five UF student-athletes also earned spots on ESPN The Magazine Academic
All-America teams in 2004-05 - the top total among SEC schools.

In an era when the NCAA estimates 70 percent of Division I schools are losing money on
intercollegiate athletics, the University of Florida Athletic Association has contributed more than
$32.2 million since 1990 to help fund University of Florida academic endeavors.

914,661 fans attended 150 2004-05 home events. Four UF teams ranked among the nation's top 10
in attendance.

UF student-athletes, participating in Goodwill Gator activities, volunteered more than 1,273 hours
and reached 3,500 area youth.
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Summary of Net Assets

The Statements of Net Assets present the assets, liabilities and net assets of the Association as of the end
of the last two fiscal years. The Statement of Net Assets is a point in time financial statement. Its purpose
is to present to the readers of the financial statements a fiscal snapshot of the Association. The Statements
of Net Assets present end-of-the-year data concerning Assets (what the Association owns and is owed to
the Association by others), Liabilities (what the Association owes to others and has collected from others
before the service has been provided), and Net Assets (Assets minus Liabilities). The statements are
prepared using the economic resources measurement focus and the accrual basis of accounting, where
revenues are recorded when they are earned and expenses are recognized when they are incurred.

From the data presented, readers of the Statements of Net Assets are able to determine the assets available
to continue the operations of the Association. They are able to determine how much the Association owes
to vendors and lending institutions. Finally, the Statements of Net Assets provide a picture of the net
assets and their availability for expenditure by the Association.

Net assets are divided into three major categories. The first category, “invested in capital assets, net of
related debt”, presents the Association’s equity in property, plant and equipment. The next net asset
category is “restricted” net assets. The Association’s restricted net assets have constraints placed upon
their use by independent donors. The final category is “unrestricted” net assets. Unrestricted assets are
available to the Association for any legal use.

Condensed Summary of Net Assets (thousands of dollars)

2005-2004 2004-2003
Increase Percent increase Percent
20605 2004 (decrease) change 2003 {decrease) change
Assets:
Current assets $ 43,582 § 40,148 3,434 8.55% $ 43,719 3,57DH 8.1N%
Capital assets, net of depreciation 125,358 124,002 1,356 1.09% 117,643 0,359 5.41%
Other assets 31,781 30,007 1,774 5.91% 26,461 3,546 13.40%
Total assets 200,721 194,157 6,564 3.38% 187,823 6,334 3.37%
Liabilities:
Long-term debt outstanding 76,410 77,935 (1,525) (1.96)% 79,300 (1,365) (1.72)%
Other liabilities 49,996 45,781 4215 921% 46,762 (981) (2.10)%
Total liabilitics 126,406 123,716 2,690 2.17% 126,062 (2,346) (1.86)%
Net assets:
Invested in capital assets, net of
related debt 49,404 46,572 2,892 6.21% 44,069 2,503 5.608%
Restricted 15 354 (339) (95.76)% 366 (12) (3.28)%
Unrestricted 24,836 23,515 1,321 5.62% 17,326 6,189 35.72%
Total net assets $ 74315 § 70,441 3,874 550% $ 61,761 8,680 14.05%
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Highlights

L)

Total assets of the Association increased by $6.6 million in 2005 and by $6.3 million in 2004.

In 2005, current assets increased $3.5 million due to a $5.6 million increase in accounts receivable
from Gator Boosters and home football game opponents and a net decrease of $2.1 million in cash
and cash equivalents and short term investments. In 2004, cash and cash equivalents decreased
and short term investments increased, for a net decrease of $3.6 million.

Capital assets increased $1.4 million primarily due to the purchase of a 2002 Beech King Air
B200 airplane and the completion of the football stadium expansion. The $6 million increase in
capital assets in 2004 is primarily due to construction in progress on the north end zone
scoreboard and construction costs associated with the football stadium expansion.

Other assets increased by $1.8 million in 2005, due to an increase of $2.3 million in long term
investments and a $500 thousand reduction in assets held by the University of Florida Foundation.
In 2004, other assets increased by $3.6 million, due to an increase of $10 million in long term
investments, a decrease of $5 million in construction trust funds from the 2001 bonds used to
cover football stadium expansion expenditures and a decrease of $1.4 million in other assets due
to a payment by the University of Florida Foundation, which was applied towards the purchase of
a Cessna Citation airplane in 2003.

Long term debt outstanding decreased by $1.5 million and $1.3 million in 2005 and 2004,
respectively, due to loan repayments.

Other liabilities increased by $4.2 million in 2005 due to an increase in deferred Gator Booster
contributions related to the 2005 football season and an increase in accounts payable and accrued
expenses. In 2004, other liabilities decreased by approximately $1 million in 2004 due to a
decrease in accounts payable and accrued expenses.

Total net assets increased by $3.9 million in 2005 and by $8.6 million in 2004. Unrestricted net
assets increased by $1.3 million in 2005 and by $6.2 million in 2004

Net assets invested in capital assets, net of related debt increased by $2.9 million in 2005 due to
payments of $1.5 million on long term debt, purchases of $7.2 million in fixed assets, including
the purchase of a 2002 Beech King Air B200 airplane and the completion of the football stadium
expansion and expensing $5.8 million in depreciation. In 2004, net assets invested in capital
assets, net of related debt increased by $2.5 million due to payments of $1.5 million on long term
debt, purchases of $11.6 million in fixed assets, spending of $5.2 in construction trust funds on the
football stadium expansion and expensing $5.2 million in depreciation.

Restricted net assets decreased by $340 thousand in 2005 due to the reduction of assets held by the
University of Florida Foundation,
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Summary of Revenues, Expenses and Changes in Net Assets

The Statements of Revenues, Expenses and Changes in Net Assets present the revenues and expenses
incurred during each year. Revenues and expenses are reported as operating and nonoperating. The GASB
requires that state appropriations, student athletic fees and other revenues which are not payment for
services be classified as nonoperating revenues. Likewise, interest on capital asset related debt is
classified as a nonoperating expense. Because these revenues are budgeted to fund operating expenses,
classifying them as nonoperating can cause the reporting of an operating loss. The Association believes
that income before contributions (which includes nonoperating revenues and expenses) provides the
most appropriate measure of its financial results. The utilization of long-lived assets, referred to as
Capital Assets, is reflected in the financial statements as depreciation, which amortizes the cost of an asset
over its expected useful life.

Changes in total net assets as presented on the Statements of Net Assets are based on the activity
presented in the Statements of Revenues, Expenses and Changes in Net Assets. The purpose of the
Statements of Revenues, Expenses and Changes in Net Assets is to present the revenues received by the
Association, operating and nonoperating, and the expenses paid by the Association, operating and
nonoperating, and any other revenues, expenses, gains and losses received or spent by the Association.

In general, operating revenues are received for providing goods and services to the Association’s various
customers and constituencies. Operating expenses are those expenses paid to acquire or produce goods
and services provided in return for the operating revenues, and to carry out the mission of the Association.
Nonoperating revenues are revenues received for which goods or services are not provided. Capital
contributions are considered neither operating nor nonoperating and are reported after “Income before
contributions”. Contributions to the University of Florida include unrestricted gifts for the academic
mission of the University, contributions for designated purposes, and costs contributed by the Association
for UF projects.
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Condensed Summary of Revenues, Expenses and
Changes in Net Assets (thousands of dollars)

2005-2004 2004-2003
Increase Percent Increase Percent
2005 2004 {decrease) change 2063 (decrease) change
Operating revenues:
Football $ 41487 § 41,242 245 0.59% $ 35,021 6,221 17.76%
Men’s basketball 5,629 5213 416 7.98% 5,172 41 0.79%
Other sports 703 519 184 35.45% 573 (54) (9.42)%
Auxiliarics 11,729 11,544 185 1.60% 11,021 523 4.75%
Other operating revenues 8,156 6,424 1,732 26.96% 5,227 1,197 22.90%
Total operating revenues 67,704 64,942 2,762 4.25% 57,014 7,928 13.91%
Nonoperating revenues:
Student fees 2,417 2454 @amn (L51)% 2,386 68 2.85%
Investment income, net 3,260 3,785 (525) (13.87)% 1,740 2,045 117.53%
Sales taxes retained 884 812 72 8.87% 1,009 (197) (19.52)%
Other nonoperating revenues 452 452 0 0.00% 772 (320) (41.45)%
Total nonoperating
revenues 7,013 7,503 (490) (6.53)% 5,907 1,596 27.02%
Total revenues 74,717 72,445 2,272 3.14% 62,921 9,524 15.14%
Operating cxpenses:
Team expenses 26,643 22,643 4,000 17.67% 21,609 1,034 4.79%
Scholarships and support services 14,074 12,856 1,218 9.47% 12,323 533 4.33%
General and administrative 16,944 15,504 1,440 9.29% 16,138 (634) (3.93)%
Auxiliaries 6,066 5,793 273 4.71% 5,726 67 1.17%
Depreciation and amortization 5,766 5,234 532 10.16% 4.169 1,065 25.55%
Total operating expenses 69,493 62,030 7,463 12.03% 59,965 2,065 3.44%
Nonoperating expenses 2213 2,055 158 7.69% 2,166 (11D (5.12)%
Total expenses 71,706 64,085 7,621 11.89% 62,131 1,954 3.14%
Capital contributions from Gator
Boosters and others 2,638 3,252 (614) (18.88)% 4,926 (1,674) (33.98)%
Contribution to University of Florida (1,775) (2,932) 1,157 (39.46)% (1,800) (1,132) 62.89%
Increase in net assets 3,874 8,680 (4,806) (5537)% 3,916 4,764 121.65%
Net assets, end of year $ 74315 $ 70,441 3,874 550% $ 61,761 8,680 14.05%

Highlights

¢ The Condensed Statements of Revenues, Expenses and Changes in Net Asset present three

consecutive years with an increase in Net Assets at the end of each year.

e Football revenues increased by $6.2 million in 2004 due to the sale of additional luxury seating in

the football stadium and a contribution increase for the existing luxury seating areas.

¢ Men’s basketball revenue increased in 2005 due to a ticket price increase.

e Other sports revenue increased in 2005 due to hosting the NCAA Men’s Baseball Regionals &

Super Regionals.
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In 2005, other operating revenues increased by $1.7 million as result of increased sponsorship
revenue and the sale of aircraft.

Investment income decreased in 2005 by $525 thousand and increased in 2004 by $2 million due
to investment performance fluctuations.

Sales taxes retained increased in 2005 due to increases in the tax rate and home game ticket
revenue.

Operating expenses increased by $7.5 million in 2005. The $4 million increase in team expenses
was primarily attributable to the costs associated with the football staff transition. Scholarship
increases were the result of increased costs for preseason, postseason and training table meals and
in-state and out-of-state tuition. Administrative and support expenses increased due to national
and local market salary adjustments, the payment of a one-time bonus for all employees as
approved by the State legislature and the related pension and payroll taxes. Additionally,
maintenance costs increased due to hurricanes, expiration of new construction warranties in
football stadium expansion areas and continued repairs to the concrete structure of the football
stadium bowl.

In 2004, operating expenses increased by $2 million. A major portion of the increase is
attributable to increased depreciation expense resulting from the completion and usage of the $55
million football stadium expansion and increased team expenses due to increases in travel costs
and payments of coaches’ longevity supplements.

Capital contributions are major gifts designated by the donors for facility construction,
renovations and equipment purchases. Capital contributions in 2005 totaled $2.6 million and
included $460 thousand for the basketball practice facility, $230 thousand for the football stadium
expansion, $130 thousand for the athletic office renovation, $480 thousand for the naming of the
track and soccer stadium, $300 thousand for the football practice field turf project and $1 million
for the purchase of a Beech King Air airplane. In 2004, capital contributions of $3.2 million
included $1.2 million for the basketball practice facility, $1.2 million designated for the Lemerand
Center renovation, $350 thousand for a new learning lab in the student life office, $200 thousand
for a new band building, $120 thousand for the athletic office renovation and $113 thousand for
the naming of the track and soccer stadium.

Contributions to the University of Florida include unrestricted gifts for the academic mission of
the University, contributions for designated purposes, and costs incurred by the Association for
UF projects. Total contributions were $1.8 million in 2005 and $2.9 million in 2004. For further
details on contributions to UF, see note 9 in the notes to the financial statements.
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REVENUE 2004-2005

Nonoperating Revenue
9%

Other Revenue
11%

Other Sports
1%

Football

Auxiliaries | 55%

16%

Men’s Basketball
8%

REVENUE 2003-2004

Nonoperating Revenue
10%

Other Revenue

9%
Other Sports
1%
Auxiliaries Football
16% 57%

Men’s Basketball
7%
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EXPENSES 2004-2005

Depreciation
o, Football Team
Auxiliaries 18%

8%
Nonoperating Expenses

3% Men’s Baskeball Tecam

5%

Other Sports Teams
14%

General & Admin
24%

Scholarships
Support Services 9%
11%
EXPENSES 2003-2004
Depreciation
Auxiliaries 3%, Football Team
8% 14%

Nonoperating Expenses
99, Men’s Basketball Team

6%

Other Sports Teams
15%

General & Admin
25%

Scholarships
] 9%
Support Services

11%
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Statement of Cash Flows

The final statements presented include the Statements of Cash Flows. The primary purpose of the
Statements of Cash Flows is to provide relevant information about the cash receipts and cash payments of
the Association during the years shown. The statements classify cash receipts and cash payments as they
result from operating, noncapital financing, capital and related financing, or investing activities. The first
section, cash flows from operating activities, presents the cash effects of transactions and other events that
enter into the determination of the Association’s operating income. The second section, cash flows from
noncapital financing activities, shows the cash received and spent for nonoperating, noninvesting, and
noncapital financing purposes and includes contributions to and from UF and the State of Florida. The
next section, cash flows from capital and related financing activities, provides information about cash
used for the acquisition and construction of capital and related items and cash received from contributions
specifically designated for capital purposes. The fourth section, cash flows from investing activities,
details the purchases, proceeds and interest received from investing activities. The final section reconciles
the net cash provided by operating activities to the operating income reflected on the Statements of
Revenues, Expenses, and Changes in Net Assets.

Condensed Summary of Cash Flows (thousands of dellars)

2005-2004 2004-2003
Increase Percent Increase Percent
2005 2004 (decrease) change 2003 (decrease) change
Cash flows from:

Operating activities $ 1,877 $ 6,408 (4,531 (70.70)% $ 11,985 (5,577 (46.53)%
Noncapital financing activities 2,031 817 1,214 148.59% 2,381 (1,564) (65.69%
Capital & related financing activities (6,938) (10,603) 3,665 34.51% (41,580) 30,977 (74.50)%
Investing activities (5,593) (2,11H (3,482) 164.95% 36,513 (38,624) (105.78)%
Net change in cash and cash equiv (8,623) (5,489) (3,134) 57.10% 9,299 (14,788) (159.03)%
Cash and cash equivalents, end of year $ 4380 $ 13,003 (8,623) 66.32)% $ 18,492 (5,489) (29.68)%

Highlights

e Cash flows from operating activities decreased by $4.5 million in 2005 and $5.6 million in 2004
due to increased cash payments for scholarships and increased cash payments to suppliers and
employees.

* Cash provided by noncapital financing activities increased by $1.2 million in 2005 and by $2.4
million in 2004 due to fluctuations in cash contributed to the University of Florida.

e Cash used in capital and related financing activities decreased by $3.7 million in 2005 and by
$30.1 million in 2004 due to the completion of the football stadium expansion project.

e Cash used in investing activities increased in 2005 and 2004 due to a reduction in cash received
from the sales and maturities of investment securities.

11 -
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Capital Asset and Debt Administration

A major renovation and expansion of the west side of Ben Hill Griffin Stadium was completed in August,
2003. The project was started in May, 2001. The expansion included a new club level, the Champions
Club, and additional suites as well as expanded and renovated Bull Gator, Press and President’s decks.
The total cost of the football stadium expansion was approximately $55 million of which $5 million is
being funded from private contributions and $50 million from the 2001 bond issue.

In October, 2001, the Association issued $57.4 million in tax-exempt revenue bonds. Proceeds of the
bond issue were used to retire the outstanding 1994 Capital Improvement Revenue bonds and to pay costs
associated with bond issuance and to fund a portion of the new basketball facility. The remaining
proceeds were used for the football stadium expansion. Revenue from the Champions Club level and
additional suites, which had already been sold, was $5.5 million per year which exceeds the estimated
debt service on the 2001 bonds. A total of $56 million and $56.7 million was outstanding at June 30, 2005
and 2004, respectively.

The 1990 tax-exempt revenue bonds remain outstanding ($20.4 million at June 30, 2005 and
$21.2 million at June 30, 2004). The Association’s total long term debt as of June 30, 2005 and 2004,
was $76.4 million and $77.9 million, respectively. The bonds are secured by the gross revenues of the
Association and backed by an irrevocable letter of credit as collateral for their payment. The bond
covenants include minimum requirements for net revenues and liquidity. These requirements were met in
2005 and 2004.

On February 9, 2005, the Association’s Board of Directors authorized the issuance of up to $11,000,000
of revenue bonds for the construction of improvements and the expansion of McKethan Stadium at Perry
Field, the construction of a new football equipment storage facility/restroom/training room, and the
renovation and improvements to the Lemerand Athletic Center. The closing on the new bond issue of
$10,000,000 in revenue bonds is scheduled for September 1, 2005.

For additional information on Capital Assets and Long Term Obligations, see notes 5 and 6 in the notes to
the financial statements.

Economic Outloock

Operating revenues are expected to increase in fiscal year 2005-2006 due to contribution increases for
existing luxury seating areas, additional sales in the Champions Club and Bull Gator Zone seating areas
and increased sponsorship fees for renewed and new agreements. This additional revenue will allow the
Association to continue to operate its programs at the highest level, focusing on student athletes, teams,
coaches and staff and maintaining facilities of the highest quality.

- 12 -
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Contacting Management

This financial narrative is designed to provide the reader with a general overview of the University
Athletic Association, Inc.’s finances and to show the Association’s accountability for the money it
receives. If you have questions about this report or need additional financial information, contact the
Association’s Business Office at Ben Hill Griffin Stadium, Gainesville, Florida:

University Athletic Association, Inc.

Attn: Assistant Athletics Director/Controller
PO Box 14485

Gainesville, FL 32604-2485

(352) 375-4683

- 13 -
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2005 2004
ASSETS
Current assefs
Cash and cash equivalents $ 4,379,899 $ 13,003,057
Short-term investments 27,183,725 20,613,428
Accounts receivable, net 8,763,790 3,198,516
Inventories 676,004 512,560
Prepaid expenses and other current assets 2,578,217 2,648,725
Notes receivable — current portion - 42,560
Agency funds - 129,460
Total current assets 43,581,635 40,148,306
Noncurrent assets
Assets held by the University of Florida Foundation, Inc. 21,221 462,237
Investments 31,136,549 28,856,447
Unamortized bond costs 473,619 473,018
Other assets 150,000 215,000
Capital assets, net of accumulated depreciation 125,358,075 124,001,818
Total noncurrent assets 157,139,464 154,008,520
Total assets 200,721,099 194,156,826
LIABILITIES
Current liabilities
Accounts payable and accrued expenses 7,601,920 6,129,622
Accrued compensated absences 1,685,683 1,497,978
Long-term debt — current portion 1,495,000 1,525,000
Deferred revenues ~ current portion 39,072,457 35,290,288
Agency funds payable - 129,460
Total current liabilities 49 855,060 44,572,348
Noncurrent liabilities
Longevity incentive payable 363,694 568,919
Deferred revenues 1,272,693 2,164,637
Long-term debt 74,915,000 76,410,000
Total noncurrent liabilities 76,551,387 79,143,556
Total liabilities 126,406,447 123,715,904
NET ASSETS
Net assets
Invested in capital assets, net of related debt 49,463,561 46,571,711
Restricted for other purposes 14,727 353,952
Unrestricted 24,836,364 23,515,259
Total net assets $ 74,314,652 $ 70,440,922

The accompanying notes to financial statements
are an integral part of these statements.
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UNIVERSITY ATHLETIC ASSOCIATION, INC,
STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS
FOR THE YEARS ENDED JUNE 30, 2005 AND 2004

2005 2004
Operating revenues
Football $ 41,487,149 $ 41,241,530
Men’s basketball 5,628,720 5,213,454
Other sports 703,345 519,284
Auxiliaries 11,729,066 11,544,020
Other 8,155,431 6,424,051
Total operating revenues 67,703,711 64,942,339
Operating expenses
Football team expenses 12,972,305 9,079,638
Men’s basketball team expenses 3,564,438 3,753,904
Other sports team expenses 10,107,134 9,809,350
Scholarships 6,522,916 5,936,963
Support services 7,550,647 6,918,532
General and administrative 16,943,603 15,503,629
Auxiliaries 6,065,636 5,793,529
Depreciation and amortization 5,765,843 5,234,341
Total operating expenses 69,492,522 62,029,886
Operating income (loss) (1,788,811) 2,912,453
Nonoperating revenues {(expenses)
Student fees 2,417.063 2,453,896
Investment income, net 3,259,608 3,785,091
Sales taxes retained 884,459 812,067
Interest on capital asset related debt (2,213,360) (2,055,219)
Other nonoperating revenues 451,805 451,805
Net nonoperating revenues 4,799,575 5,447.640
Income before contributions 3,010,764 8,360,093
Capital contributions from Gator Boosters, Inc. and others 2,637,838 3,251,651
Contributions to the University of Florida (1,774,872) (2,931,769)
Increase in net assets 3,873,730 8,679,975
Net assets, beginning of year 70,440,922 61,760,947
Net assets, end of year $ 74,314,652 $ 70,440,922

The accompanying notes to financial statements
are an integral part of these statements.
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UNIVERSITY ATHLETIC ASSOCIATION, INC.

STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED JUNE 30, 2005 AND 2004

2005

2004

Cash flows from operating activities
Contributions from Gator Boosters, Inc.
Receipts from ticket holders and others
Receipts from the Southeastern Conference
Receipts from rights, royalties, and sponsors
Other receipts
Payments to suppliers and others
Payments to employees
Payments for scholarships

$ 20,045,128

$ 22,344,499

Net cash provided by operating activities

Cash flows from noncapital financing activities
Statutory distributions from the University of Florida
and the State of Florida
Contributions to the University of Florida

Net cash provided by noncapital financing actiivities

20,948,800 20,834,922
10,911,671 10,589,410
9,920,732 8,544,384
649,374 379,545
(29,058,050) (30,828,166)
(25,059,504) {19,943,188)
(6,481,711) (5,513,813)
1,876,440 6,407,593
3,753,327 3,717,768
(1,722,003) (2,900,239)
2,031,324 817,529

Cash flows from capital and related financing activities
Purchase of capital assets
Capital contributions from Gator Boosters, Inc.
Capital contributions from others
Principal paid on bonds
Interest paid on bonds
Prepaid bond remarketing fee
Proceeds from sale of capital assets

(7,211,319)

(11,606,037)

Net cash used in capital and related financing activities

1,676,894 3,140,834
1,065,000 1,325,000
(1,525,000) (1,365,000)
(2,150,405) (2,060,918)

(49,962) (50,173)
1,256,627 13,097
(6,938,165) (10,603,197)

Cash flows from investing activities
Purchases of investment securities
Proceeds from sale and maturities of investment securities
Interest and dividends received

(46,708,867)

(49,885,120)

Net cash used in investing activities

Net decrease in cash and cash equivalents

Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

39,616,862 46,767,000

1,499,248 1,007,266
(5,592,757) (2,110,854)
(8,623,158) (5,488,929)

13,003,057 18,491,986

$ 4,379,899 $ 13,003,057

The accompanying notes to financial statements

are an integral part of these statements.
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UNIVERSITY ATHLETIC ASSOCIATION, INC.
STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED JUNE 30, 2005 AND 2004
(Continued)

2005 2004

Reconciliation of operating income (foss) to net cash
provided by operating activities
Operating income (loss) $ (1,788.811) $ 2,912,453
Adjustments to reconcile operating income (loss) to
net cash provided by operating activities:

Depreciation and amortization 5,765,843 5,234,341
Forgiveness of notes receivable 42,560 41,464
Loss {gain) on disposal of capital assets (1,167,408) 250
Changes in assets and liabilities:
Accounts receivable (5,519,677) (761,416)
Inventories (163.444) 179,531
Prepaid expenses and other current assets 80,500 (151,889)
Agency funds 129,460 (64,440)
Assets held by the University of Florida
Foundation, Inc. 441,016 11,453
Accounts payable and accrued expenses 2,070,720 (1,754,054)
Accrued compensated absences 187,705 302,452
Deferred revenues 2,851,169 151,284
Agency funds payable (129,460) 64,440
Longevity incentive payable (923,733) 241,724
Net cash provided by operating activities $ 1,876,440 $ 6,407,593

Supplemental disclosure of noncash activity
Decrease in investments and longevity incentive payable
to reflect earnings on employee directed incentive balances $ (45,080) $ (128,639)

The accompanying notes to financial statements
are an integral part of these statements.
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UNIVERSITY ATHLETIC ASSOCIATION, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2005 AND 2004

(1) Summary of Sienificant Accounting Policies:

The following is a summary of the more significant accounting policies of the University Athletic
Association, Inc. (the Association), which affect significant elements of the accompanying basic financial
statements.

(a) Reporting entity—The Association is a not-for-profit entity organized in 1929 for the
purpose of conducting various intercollegiate athletic programs for and on behalf of the University
of Florida. The Association operates for the service and convenience of the University of Florida
and is a direct support organization and component unit (for accounting purposes only) of the
University of Florida.

(b) Measurement focus, basis of accounting, and financial statement presentation—The
financial statements of the Association have been prepared using the economic resources
measurement focus and the accrual basis of accounting. Under this method, revenues are recorded
when earned and expenses are recognized when they are incurred.

The Association follows all pronouncements of the Governmental Accounting Standards Board,
and has elected not to follow Financial Accounting Standards Board pronouncements issued after
November 30, 1989.

The Association distinguishes operating revenues and expenses from nonoperating items. Operating
revenues and expenses for the Association are those that result from the operation of the University
of Florida’s intercollegiate athletic programs. It also includes all revenue and expenses not related
to capital and related financing, noncapital financing, or investing activities. As required by GASB
Statement No. 34, Basic Financial Statements — and Management's Discussion and Analysis — for
State and Local Governments, contributions to permanent endowments are not considered operating
revenues and are reported after nonoperating revenues and expenses in the accompanying
statements of revenues, expenses, and changes in net assets.

(¢) Cash and cash equivalents—Cash and cash equivalents include cash in banks and money
market funds available for immediate use.

(d)  Accounts receivable—Accounts receivable are stated at the amount management expects to
collect from balances at year-end. Based on management's assessment of the credit history with
organizations and individuals having outstanding balances and current relationships with them, it
has concluded that realization losses on balances outstanding at year-end will be immaterial. The
Association has no policy requiring collateral or other security to support its accounts receivable.

(¢) Invemtories—Inventories consist of items held for sale at the Gator Sportshop, golf course
pro shop and snack bar. Inventory items at the Gator Sportshop and the golf pro shop are recorded
at the lower of cost or market using the average cost method. All other inventory items are recorded
at the lower of cost or market, as determined by using the first-in, first-out (FIFO) method.
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UNIVERSITY ATHLETIC ASSOCIATION, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2005 AND 2004

Summary of Significant Accounting Policies: (Continued)

(f) Capital assets—Capital assets purchased with an original cost of $500 or more are recorded at
cost and depreciated utilizing the straight-line method over the estimated useful lives of assets
(generally 5 years for permanent equipment and 10 to 15 years for capital improvements, except for
improvements to buildings which range from 50 to 60 years). Costs to maintain or repair these
assefs are expensed as incurred.

(g) Assets held by the University of Florida Foundation, Inc.—Assets held by the University of
Florida Foundation, Inc. (the Foundation) consist of pooled investments and real estate.
Substantially all investments are stated at fair value.

(h) Agency funds—The Association acts as an agent for the control and distribution of cash from
the sale of Gator Growl tickets for the University of Florida. Such amounts are not included in the
statements of revenues, expenses and changes in net assets.

(1) Unamortized bond costs—Unamortized bond costs consist of prepaid bond issuance costs.
These costs are being amortized utilizing the straight-line method over the term of the bonds
(30 years for both the 1990 & 2001 bonds).

(j) Notes receivable—These balances consist of loans to various coaches and employees as
specified in their employment contracts. The loan amounts are amortized based upon forgiveness
schedules relating to the person’s continued employment as defined in the respective employment
contracts.

(k) Accrued compensated absences—FEligible employees are entitled to vacation and sick leave
with pay. Employees are not limited in the amount of annual and sick leave accrued during the
fiscal year. For annual leave, however, only a maximum of 352 hours can be carried forward from
one fiscal year to the next or paid upon termination provided the employee has completed six
months of continuous service. Any amounts accrued over the maximums convert to sick leave at
the end of the year on an hour for hour basis. Additionally, sick leave amounts paid upon
termination are limited to the lesser of 480 hours or 1/4 of the employee’s sick leave balances for
those employees who have completed ten years of continuous service. Vacation pay and sick leave
payments are expensed as earned by the employee.

() Deferred revenues—Current deferred revenues consist of advance sales of football tickets,
related scholarship contributions, and miscellaneous other unearned fees received. The deferred
items are recognized as revenue when the related football games are played, when the related
scholarship expenses are incurred, and when the service is performed or event occurs for which
miscellaneous fees were received.

Additionally, deferred revenues included in other liabilities consist of booster prepayments and
advance royalty and sponsorship payments. The royalty and sponsorship amounts are recognized
over the life of the agreements, while the booster prepayments will be recognized in the applicable
sports season.
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