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WASHINGTON REDSKINS

Confidential Information Memorandum

Confidentiality Statement

s Confideatial Information Memorandunt {“Memorandum'™) is based on information pravided by Jack
Kenl Cooke Incomparated. Pro-Football inc., JKC Stadium Inc. and Redskin Park Ine. {collectively, the
“Companics™) and the Natonal Football League and its related entities. Tt is being delivered on hehalf of
the Companies by Morgan Stanley Dean Witter & Co. ("Morgan Stanley™), subject to the prier execution
of & Confidentiality Agreement, to a limited number of parties who may be interested in exploning a
transaction with the Companies. The sole purpose of this Memorandum is 10 assist the recigient in
deciding whether to proceed with a further investigation of the Companics. This Memorandum docs not
purport to be all-inclusive or necessarily to contain ali of the information that a prospective purchaser may
desire in investigating the Campantes.

By accepting this Memorardum, the recipient agrees to keep permanently confidential the information
contained herein or made available in connection with any fusther investigation of the Companies. The
recipient should becone familiar with this and other obligations to which the recipient is subject pursuant
to the Confidentiality Agresinent. This Memorandum may not be photocopied, repridduced. or distributed
to others at any time withcut the prior writien consent af the Companies or Morgan Stanley.  Upon
request, the recipient will promptly return all material received from the Companies and Morgan Stanley
{including this Mrmorandurn) without retaining any copics thereof, all in accordance with the
Confidendiality Agreement.

This Memorandum has been prepared for informational purposes relating to this transaction only andd
upon the express enderstanding that it will be used for only the purposes set forth above.  Thig
Memorandum includes certain statements, estimales. forecasts and projections  provided by the
Companies with respect te anticipated or possible future performance of the Companies.  Such
statements, estimates, forecasts and projections are based on vanious assumptions, which may or may not
prove o be correct.  Fach recipient should conduct its own investigation and analysis both of the
Companies and of the information set forth in this Memomandum, None of the Companies, Morgan
Stanlcy nor any other person makes any express or implied representation or warranty as to the accuracy
or completeness of the information contained herein or made available in connection with any Farther
investigation of the Compamies. Each of the Companics and Morgan Stanley expressly disclaims any and
all liabality which may be based on such information, ervors therein or omissions therefrom. The recipient
shall be cntitled to rely selely un the representations and warranties made to it by the Companies in any
final purchase agreement,

in furmishing this Memotaodum, none of the Companies nor Margan Stanley undertakes any nhligation o
provide the recipient with access to any additional information, This Memorandum shall oot he decmed
an imdwcation of the state of affairs of the Companics nor shall it constitute an indication that thers has
teen no change in the busines s or affairs of the Companies since the date hereafl,



All communications, inquitics and requests for information relating to these matenals or (o a possible
transaction involving the Co npanies should be addressed to the Morgan Stanley persens Listed below, as
representatives of the Companics. Under no circumstances should the directors, management or
employers of the Companics be conlacted dicecily.

Morgan Stanley Dean Witter & Co.
1585 Broadway
35" Toor
New York, NY 10036
Telephone: (212) 761-4000
Facsimile: (212) 761-0502

Faul J. Taubman Mark D. Eichorn Anthony P. Antonucei MNathaniel Storch
Managing Director Frincipal Sentor Associale Anralyst
(212 761.7920 (212) 76]-A39] (212)761-5376 (212)761-8359
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Tack Kent Cooke Stadiam ofticiatly wpened un Seprember 14, (YT, wath
the Redshing poshing 4 thollng 1% 13 vneriee VIV v Lhe Ariseag
Cardinals. The Stdiim is the lergest outdver <cadism in the NI, warl,
SO0 sears, inchuding 208 luxury saretes. 7,806 loge seats and 19,04y
club seaiss Every tist el of the Sosdum anid s surroending aren was
tesigned to enhince e pane day cxperience ol |he livil Redsking Cans
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Lovation ard Accessihitity

farking

The Plazg Area
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Lozated vooa 20R2-acre site oweoed by JRCS i Raljoo, Ponce Georpe's
Couanty. Maryland. the Sadwom a5 locared within e Washimgnom
Beloway (the “Beltway”™), approximatety 5 miles frony e ol
Building.  An array of new Deltway interchanges was constiocted
prramide ey acceas (oo fans awd shuetle buses that proside trunsportanon
looand frem the Cheverly, Addisen Read and Landover 3Metro stations,

Tue Sracioem s singated ;e noddle of 21,854 parking spaces. divided
between pre puid and cash parking hats. JKCS] charges each car $15 per
ay Ter the pre-paid parkang aren <losest w the Stadivm and $12 per day
fur the autlying cash parking arca. Packing spaces [or disabled persans
are comveniently located nest b o tennet that leads direcly from the
rairking fon v noctheast clevater tower Fars, who olten cowe o the
Stdin early and tadgace, are Ted to one of ight Stadien pares Dy tree-
loned patliways,

Aowide concrete apron known as The Plaza imomediately sormunds 1he

Hadmm., The Plaza provides opportunides to sel up larae tems for
pronetion ancl Comuite enertnnment PUpes:s,
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The Stolorn, wath s seating levels, was designaed o sansiy ATea
reguireinznts o erder b accomimodate dizabled taos o wheelcboirs and

their carmpiiniens, Faclh ot the level<s desenbhed below, orfors
oilshizicing views abf the playing fetd.

Guorge Preston Marshall Lower Level,  The Lower lesel ol the
Stadiom, named For the Franchise's ongaonal ownec. bas 28,174 General
Aclnoesacn seats. Por each of the ten home gaimes per season, the ticket
price For seats e the cnd zone ureas s 835 per pame, and the ticket price
tor all oalier seats s 560 per mwoe. The Lower Level {eatures the
Fol Ly

o A spacious Al-foot wide covered mane conconrse ey oicles the
Stadium and spons the Redskins Hall of Ivnoe

= A S IRB-squane ot retanl Faolity wath a0 pencroos display ol
Fedskins memoerabilia, as well gs severd] souvenir stands

« 12 coneessian stands located  steatepically wrouncd 1he concourse,
serving standard stadiom fare such as hurdogs. hambaergers, sausage
sandwiches, french toes and beverages. as well as oo variels of
spociaily comcessionys serving such fane as Mexican foml delh wemes,
barbecue food and baked goods

e Approximately 00 portable carts selling draft beer, cottee, lemoonade.
pretzeks, popeom. woe cream and other Izl fane

o A bharfrestawrant bebind ench end zone, sach of which sears [6O0
persans and otfers dieect views of the playing Ticld

+ A D 3GD-square Tuol cenrul kuehen adjacent 1o the mam concowrse.
whicl s munoed by an cxecitve cieel and approsemately P& cooks
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SECTON VI

Saummy Bavgh Press Level. One flight up fron the Lower Level is the
Pregss Level, named for quarterback Slingin® Sammy Baugh. one of the
areatest plavers in Redsking history, This level has eight 185-sguare faot
boaths equippud Tor broadcast televisson and radio personnel, a 500-
square [oot nanonal television broadesst booth and a 378-square (oot
Jocal radio broadeast booth. In addition, the Shirley Povich Press Box
can accommulae up o 200 additienal media personncl.  The Press
Level also Tewweres a 2 400-square foot dining area t sccomimodate
members of the print press and a 1,100-square foot dining area (o
sccommodme hroadcast media personnel.  Finally. the Press Level
hauses 1 conwol center [or Stadivm operations, as well as a contrat room
tor all audic and video syseems in the Stadiom,

Owher’s Suite. The luxurious 205 -square fool owner's suite is located
an the S0-yard line of the Press Level. The swite, currently configured to
accommodale 24 seated guests in large comforable seats, can easily be
reconfigurcd o provide additional seating.  In addition, adjacent to the
awner's sile 15 a 710-square foot "promoter’s box,” which may be used
ar the owner's discretion,

Joe Gibbs Club Level. The recently upgraded Club Level, named for
the enarmously popular and seccessful Redskins coach of the 1980s and
early 1990s, 15 serviced by four cscalators, as well as 16-fool wide
ramps. The Club Level has 14,959 seats, each of which is sold oo a five-
YEAT, SEVEN-Year of ten-year suhscription basis for prives manging from
$005 te $1.995 per seasom.  The Cluby Level has the following
notewoerthy features:

v Premium club seats, which are wider than general seats and leature
conivenient cup holders

v  Two cnclosed upscale restaurants

The Stadium Humidor, a 250-seat brewpub which serves, among
vther things, steaks, Maryland crab cakes, wine, scotch and cigars

— That's Amare, a branch of a popular Epcal ltaltan restaurant, which
has 240 seals

¢ The new Big Jack Stadium Brewery. which features a 9.200-square
fout outdoor patio, includes two food counts leaturing hot and spicy
loinds, grilled foods and a deli section

v Tenconcession stands
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SHCTION W

¥ince L.ombardi Lower Suite Level. The Lower Suite Leve], named
for the Lanous coach who led the 1969 Redskins. boasts 142 luxury
suites, cach of which is accessible through etght elevators and the
Stadiem's main ramps.  Each swite s luxuriously cquipped with the
tollewing:

+  Carpeting and wallpaper

*»  Mahogany wet bars

o Leather sofas and lounge chaics

*  Trlevisions

*  Prvaie, oversized, hambivap accessible marble bathroom

#  Catered food with or without watter/waitress servico

Fach suite on the Lower Suite Level is sold on a five-year. seven-year or
len-year subscrption basis for prices ranging from $33.000 o $160.000
PeT seasen,

George Allen Upper Suite Level. The Upper Suite Level, named for
the late great Redskins coach of the [970s, has 66 luxury suites identical
in appotntment and price range to those on the Lower Suile Level. Each
suitc on the Upper Suitc Level is sold oo a five-year, seven-year or ten-
vear subscription basis for prices ranging from $42,950 © $159.950 per
SEALON.

The Upper Suite Level also offers two semi-private, climate controlled
toge areas located at each end zone, The loge areas have 1506 seats in
three rows and are serviced by cash buffets and numerous private
hathrooms distributed throughout an ¢xpansive lounge area. Loge seats
are sold on a season subscription basis and range in price from $1,995 o
$2,495 per season. The loge areas can be converted into private snites at
2 nominal cost.

Fete Rozelle Upper Level. The Upper Lovel of the Stadivm, named for
the late NFL Commissioner. ts accessible by ramps aod has 32,320
General Admission seats. The ticket price for these seats ranges from
340 o 360 per game. The 50-foot wide concourse sumounding (he
Upper Level has features similar (o those on the Lower Level.

The natural grass field's surface is highbred Bermuda tnf. Beneath the
sutface, a statc-of-the-art, integrated drainage, imipation and heating
system maintains gptimal growing conditions and prevents the field from
freezing. The Stadium was built so that the end zoncs face north and
south. For might pames, metal halide lamps light the field.



Opportuanity o Add
Fauxury Nuites

Stadinm fevenes

SECTION ¥
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These improvements were privately financed by a loan syndicate led by
Surmtomo Baok. [n addition. the State of Maryland paid for the addition
of an interchange for the nohbound (outer loop) patrons on the Beltwuy
to ease game day traffic,

One growih vpponunity far JKCSI is the potential o build addilsana]
luxury suites, The Stadium is destgned such that 74 additional luxury
suites can be economically constructed on the Press Level on the
visitor's side of the Stadium (opposits the existing press boxes). Such
tuxury suites would be extremely attractive due o their Mress [avel
location just abave the Lower Level of the Stadiom {where the gwner's
suite is located) and could therefore be expected ta command prces in
excess of the most expensive existing luxury suites.

Licensc lees. The NFL's revenue sharing policies requirc member
clubs to share club seat premiums, or license fees, with visiting teams,
License fees are determined by subtracting the total nurmber of club seats
sold multiplicd by the most expensive General Admission seat ticket
price from the total amount paid for elub seats, However, to assist in
financing construction of stadiums, the NFL routinely grants waivers
which allow clubs to dedicate such premivms 1o servicing Stadium
construction-related debt. The Redskins received two such waivers, one
for the debt related to the Stadium construction and the other for the debt
related 1o the Club Level renovalion project. The waivers are effective
ot the eaclier of 15 years from the date of the JKCSI's inception or
such time that the JKCSI delt has heen indefeastbly paid in full.
Therefore. JKCSI currently receives all club seat license fees paid, an
amount cxpected to be $15.3 million in 1998, It is impenant o note that
the waivers allow the JKCSI debt to be refinanced; however, JKCSI may
not extend the matarity date of the dett.

License fees from luxury suite and loge seats are not shared by visiting
clubs, As with the club seat license fees described above, the Redskins
have been allowed to dedicate license fees from luxury suite and lope
seals L servicing Stadium construction-related debw. Therefore, TKCS)
currently reccives all license fees from these seats, an amount expected
o total $14.6 million in 1903,

Rent. As noted earher, the JKCSI currently receives rent from PE] equal
lo 13 percent of net ticket revenucs.  This amount is expected (o be
approximately $5.7 million in 1995,

Advertising,  Adventising revenue is currently generated primarily by

signage in the seating bowi and in the concourse areas, JKCS] gxpects
1998 advertrsing revenues of $3.% million.

rvu



SECTION VI
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Food and Beverage Concessions. JTKCSI, which boasis the highest per
CAPIE coeessions revenug in the League, is currently in the process of
negatiating i ten-year contract with Volume Services, a subsidiary of
Advantica Restaurant Ciroup. Inc., to aperate the Stadiumt’s food,
beverage and calering concesstons. While the contract is being finalized.
Yolume Services is operating under a letter agresincnt with TKCS1, As
part of this relationship, Volume Services bears all capital cosis and
expenses asstnated with the food, beverage and CAlEring COncessions
and pays TKCS1 o commission caleulated as varying percentages of sales
based on the type of concession and aggregate annual (ood and beverage
sales. JKCSI expects to penerate revennes of $2.7 million from this
relationship in 1998,

Parking. As noted earlicr, the Stadium has a pre-paid purking area and a
gencral parking arca comprising a total of 21,854 spaces. The pre-paid
patking area has 17,072 spaces and is reserved for luxury suite and cluh
seat ticket holders, who purchase a pre-puid parking space for $15 per
day. The remaining spaces in the general parking area each cost $12 per
day. N is expectud that all parking spaces will be wtitized during each
Redskins game. 1KCSI expects tr recognize 1998 parking revenucs of
52.7 million.

(tther Events, The Stadium is a tremendously attractive venue far other
spoding and non-sporting events, and plans exist 1o host many such
cvents each year. For example, in 1997 the Stadium hosted a sold ot
Ratling Swnes concert. JROSI currently expects the Stadium 1o host the
following major cvents in the near future:

* The Navy vs. Notre Dame college foothall game on Movember 14,
1993, ane of the premier college football events of the season

* The FIFA Women's Warld Cup Soceer lournament {ane of cight
sites) — six games over three days in June 1999

The Navy vs. Notre Dame game has already been sold oul. JKCSI
expects to recgive approximately 826 million in ticket revenues from
this event, as well as $0.4 million 1o additional revenucs from fiood and
brverage cuncessions, parking and advertisin e

In addition, JKCST recenly sent a proposal to the 1.0, United franchise
I an aitempt to bring the two-tme defending Major League Soccer
champions to the Stadium. 13.C. United's contract with RFK Memoria)
Stadium expires at the end of the 1999 season.

T
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SECTION VI

Furthermore, TKCSI expecis the Stadium (o be the site of choice in the
funure for all major stadium concerts in the Washington area.

Finally, the newly improved Club Level is an impressive place to host
conventions, trade shows and catered evenis. The climate-controlled,
70400-square foot Club Leve! has ample power and tclecommunications
facilities to allow the Stadium to host a wide vanety of such events. On
September 23, 1998, the Stadium hosted its first such function, the
Carapace Product Fair, an eight-hour event, which featured kjichen and
bath products including Dupont Cerian and Forwica Brand Laminate
surfacing materials. Catered cvents for which the Club Level is well
suited include weddings, receplions, cocktail partics. dinners, corporate
gatherings and other special celebrations. The Convonton, lrade show
and catered event hosting apporunity represents a significant potential
source of additional revenue for JKCSI,

Other. Other revenues, expected to total approximately $0.6 millton in
1998, are generated prmarily through souvenir sales, fecs charged for
game day corporate tents and other miscellaneous items,

Naming Rights Opportunity. Corporale  sponsers recently have
experienced a great deal of suceess in securing naming nghts deals for
sports stadiums and arenas. Certain recent agreements have excceded
$50 million in total payments to stadium/arena owoers and $3 million per
yiar, siprificantly improving economics for sports facilily owners.
Selected tecent nammng rights agreenents for NFL swadiums are
summanzead in the table below,

Seletted NFL Naming Rights Agreements

Franchiss Facility Hama Term Estimated Yake M
Caiiing Parthare Erktson Sladium 10 yeais §20 million
Betroit Lions | For Motondorms 20 yoars $40million
Indianapedls (olts ACA Dovma 10 years $10 million
Miani Crglgahins P Player Sadfum 10 years 520 rir wn
Ean Dwigo Chargere Hakomm Sadium 18 years $1E million
4t Lowis Aams Trares Word Do 10 poars 57 millign
Tampa Bay Buetanears Raymond James Stadium 13 years 433 midlion

Mode {1) Derived from a vanely of souroed, |stlwling Tead Markeling Repore. loc I o
value of each deal can ooly e delermine by avalyzing deniled terms of U desl,
most of which gre nof publicly 2vailable.

The sale of naming rights for the Stadium could genciate a substantial
amount of additional reverne.,

i)



Stadium Kxpenses

STCTION VI
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General and Administrative lixpenses. TKCSI CXDECLS Lo Ingur general
and administrative expenses of approximately $6.4 million in 1008 This
includes real estate taxes as well as other gencial cxpenses related to the
operation of the Stadium. Real estate taxes are estimated at $2.| million,
while other general and administrative cApenses are expected to (otal
approximately $4.3 million.

{t is Important to note that upon issuance of 4 final Utse and Occupancy
Permit by Prince George's County {expected in 1998), JKCSI will
qualify for a Prince George's County Revitalization Tax Credit. This tax
credit will reduce real propenty (excluding land) taxes paid 1o Prince
George's County for five years based on the following schedule: 106
percent tax credit in the first year, 80 percent tax credit in the second
year, 60 percent tax credit in the third year. 40 percent tax eredit in the
fourth vear and 20 percent tax credit in the filth vear,

Other Events, Expenses related (o the Navy vs. Notre Dame foorhall
fame are expected o be approximately $2.3 million, This consists of
$2.0 million paid to Navy for the right 1o host the game, as well as
expenses related to preparing and operating the Stadium,

Redskins Games. Theie are few expenses related to preparing and
operating the Siadinm for Redskins pames and other events. Redskins
Bame-relaled expenses are cxpected to total $2.2 million in 1998, or
approximately 30.3 million per game.

Maurketing Center. The markeling center is focused primanly an the
sale of luxury suite and club seat licenses, This 15 accomiplizhed through
a sales force that consists of five expericnced field sales representatives,

Expenses related (o matketing operations are expected o be $0.6 million
in 1998,

Ticket Office. JKCSI controls the sale of tickets o both Redskins
garmes and a1 other Stadium events. Expenses related to runming the
ticket office operations are expecied w be $0.6 million in 1998,

=
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Stadium Covenangs

SECTION V]

Capital Expenditures, Since state-of-the-art Jack Kemt Cooke Stadiam
is practically new and the previously deseribed $27.5 million Club Levet
Lmprovement project was recently completed, future capital expenditure
needs are expected (o be relatively modest. Such expenditures witl focus

primarily on Stadium maintenance, genergl Improvements and erjuipment
as necded.

Charitable Contribution, Purstant to JKCSI's agreement with rhe
State of Maryland and Prigce George's County, JKCS! commnitted to
make claritable eontsibutions in the amount of 34,46 million over the
seven-year period from 1996 through 2002, OF this total Commitment,
$2.5 million remains outstanding,

TKCST is bound to Prince George's County and the State of Maryland by
VAroUs Covenanks regarding operation of the Stadium which were
designed o protect and promote the health, safety and welfare of the
surroundmg community, These Covenamts are reasonable and should not

have any materia) adverse Impact on the operation of fhe Stadium for
Redskins ganies and other EVEAIS,




History

Y. FRANCHISE

The Franchise first began play in 1932 as the Hoston Braves. After an
unremarkable opening campaign that included four wins and two ties
len garnes, the Fraochise moved from Braves Field w Fenway Park and
changed tts name w the Redskins. After four more seasons 1n Bostan,
charactenzed by losses and disappointing attendsnce. the Franchise
moved to Washingten, 13.C. From the moment the Franchise set fout in
Washington, the Redskins have set a standard of excellence, The
Redskins began play in Washinglon on September 17, 1937, defeating
the vaunted New York Giants [3-3  The team, led by legendary
quanerback Shngin® Sammy Baugh, went on to cap un cight win and
three [oss season by defeating the Chicago Hears 1o win their first NFL
Championship.  Comributing to the well-reparded and recognized
hentage of the Redskins, during the 1937 season, the Redskins were the
first NEL team (o introduce an official marching band and fight song,
The Redskins collected their second NFL Championship five years later,
wINming ten games and losing just one in the regular season and
defeating the Chicago Bears once again in the ritle game,

The Redskins played in Griffith Stadium from 1937 10 1960 befor:
moving into RFK Memorial Stadium for the 1961 scasan, where they
played through the 1996 scason. In its long and storied history, the team
has produced such NFL legends as Sammy Baugh. George Allen, Sunny
Jurgenson, Sam Hull, John Riggins and Art Monk. However, no
Redskin may be remembered more than former head coach Joe Gibbs,
During the toc Gihbs era (1981-1992), the Redskins won 140 games
while losing only 65, caming cight playoff appearances, four NFC
championships and three Super Bowl rings.

atiy
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Fhree-time Super Baw!
Champians

SLECTION W

In the 31 -year history of the Super Bowl champtanship. few teams have
experienced the thrll of winning professional foothall's vitimate prize.
However. during one ten-year period, the Redsking expenenced this thrll
three times with some of the NFI1.'s most dominatng 1eams. The fisst of
these titles came in 1982, Although the repular season was shodened to
ning games due 10 a players strike, the 1982 Redsking lost only one game
the entire season. The team cubminated this dream season by defcating
the Miami Dolphins by a scare of 27-17 o win Super Rowl XWVil In
1983, the team continued its dominance, lesing only twr regular season
games (each by only one point) en roule 1o anather Super Bowl
appearance.  Unfortunately. the team lost the 1983 season title game o
the Los Anpeles Raiders, In 1987, the Redskins rebounded from a
disappointing playoft loss the prior year by handily defeating the Denver
Broncos by 2 scare of 42-10 o capture Super Bow] XXII. Tratling 14)-0}
tarly in the game, the Redskins scored a NFL record 3% consecutive
prants in the second guarter to put the game away, While all of these
Redskins teams were impressive, the 1991 ream was perhaps the best
ever assembled.  During the 1991 season, the Redskins loss only two
regular season games (by a combined total of five points) and casily beat
the Buffalo Bills by a score of 37-24 10 win Super Bow! XX VL

Washington’s love affair with the 199] team was so intense that The
Washington Post columnist Tony Kamheiser dubbed the team’s fans the

“Bandwagon” in order to signify the tremendous support the tcam had
gamered,

o



Recent Performance

J997 Season

SECTION WV

Throughout the 1980s and 1990s, the Redskins have been one of the
MNFL's strongest tcams. compiling a cumulative regular season record of
160 wins, 119 losses and ane e, beasting a cumulative playoff record of
16 wins and five losses, and winning three Super Bowl championships.

Win-Loss Record: 1980-1997

Winnimg
Season W¥ins Losaes Ties Parcentage Playalf Record
1540 B 11 s .
13p1 ] ] - e -
1582 g 1 - E ) 4 [Super Bowl Champrions)
1863 14 2 - a7 21
1984 1 5 - GAE 1
1983 14 & — 25 :
18BE 12 4 — T 2-1
1987 " L] — Ja 30 [Super Bow! Champigna]
1988 7 ] — A5 :
1969 10 & - 2% -
1880 11 [ — L0 1-1
fas T 2 - AT5 30 (Super Bowl Championa]
1952 g 1 — ) 1-1
1993 4 17 — 250
1904 3 K] — Bl
1985 ] 11 - Aars
1995 ] T - BB
17 ] h 1 k)|
Cumulative 160 118 1 LT 165

The 1997 season was oue of promise for the Redskins, After impruving
under new coach Nory Tumet from three wins during the 1994 season Lo
nine wins in 1996, expectations were high for the team's 1997 campaign.
Through the first ten weeks of the season, the Redsking did nothing to
curtail these high expectations, winning six games and leading the NFC
Eastern [hvision, Although the team was unable to overtake its chiel
rval, the New York Giants, and cltimately finished second in the
Division, the Redskins were still in contention for a wild card playofl
spot on the final weekend of the season. The Redskins needed 1o beat
the Philadelphia Eagles and have the Detroit Licns lose to the New York
Jets.  While the team defeated the Eagles, the Redskins missed the
playoffs by the slimmest of marging as the Lions edged the Jets by 3
points, Division standings for the 1997 seasan are set forth below.

1897 NFC Eastern Division Standings

Winning
Team Wins Logses Ties Prceniage
Maw York Giants 13 5 1 L1
‘Washington Fedaking ) T | Ly |
Phitxdaihia Eages & a 1 06
[Cialias Comboys £ 0 - AT
Arizona Cardinals 4 12 — 260
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Franchise Rights

Franchise Revenyes

SECTION ¥

A NFI. franchise allows the owner of the franchise o operate as a
member ciub of the NFI. in a designated  geographic areyn.  liach
franchise is entitled to the iollowing:

Membership in the NFL

The right to cenain revenues in connection with the NFL's revenue-
sharing agreements

Equal ownership interest in NLL Properties. NFL Enterprises and
NFL Films

The berefits of the CBA

The Franchise generate reventees from several sources;

-

Television and radio broadcast rights (both national and [ocal)
Oate receipts (for both home and road games)
Dhistributions from NFL Properties, NEL Enterprises and NFL Films

Other revenues, primatily from promotions and publicalions

As described below, broadeast revenues and Bale receipts account far
over X) percent of Franchise revenues.

.wa



SECTION ¥

Local Radio and Television. The Redskins have a lucrative three:year
coowact with WIFK-FM {1067 MHz), io Manassas, Virginia "WIFK™)
covering the seasons from 1998 through 2000, which pays the Franchise
$15 million over the life of the contraci. The comract gives WIFK the
exclusive right (o broadeast and license others (o broadeast all ponions of
all preseason, regular scason and playoff games played by the Redskins
dunng the length of the cantract.

The Hedsking also have a local television contract with WILA-TY that
pays them approximately $1.5 million per season and is in ¢lfect through
the 1998 season. The contract pives WILA-TY exclusive rights to
televise four preseason games and one scrimmage in the Redskins home
territory.  Contract renewal negotiations are expected (o take place
following the 1998 season.

The: prneipal terms of each of the Franchise's broadcast agreements are
summarized in the table below.

Broadcast Agreements
Forecast
Tt ol Suamimary of FYE 12/31/98
Categary Partneris) Augr eement Financisl Tafis Frevenpes | SMM)
Mational TV FOX, CBE, ABLESPN 1538-2006 $18.3 piflicn aver B years $ wAw
Local Racky  WIFK-FM 1790-2000  $15 million megr & years 45
Local T WILA-TV IHE §1 3 million per year 13

Totat § 603

Mote: [4) Hepoasents approamabely BS percend of 1498 saason distibwmons (new nalona| ke
Ivcadcast aqreamerts) plus 75 percent of 1997 seacon gelnbUbens (HEVIoUS AQreemenis).

(3ate Receipts. The Franchise receives ticket revenues for ll home and
road games. For home games, the Franchise currently reeeives revenues
for all General Admission tickets, as well as the price of the most
cxpensive General Admission ticket (cumrently $54.55) multiplied by the
number of premium seas {i.¢., luxury suite and club seats) sold. These
revenues are shared with the visiting team, which receives 34 percent of
net ticket revenues (equal to gross tickel revenues net of ton prroent
Maryland admissions 1ax) for repular season games and 40 pereent of net
ticket revenues for preseason games. For the 1998 scason. Redskins
home ticket revenues are expected to reach $24.4 million.

For mad games, the Franchise receives 34 percent of net ticket revenues
from the host team for repular season games and 40 percent of net ucket
revenues for preseason games.  For the (998 season, tickel revenues
from road games are expected (o total $6.8 million, This figure should
continue to increase as NFI. clubs continue to upprade or replace their

stadiums.
| ﬁ |
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As set forlh in the charts below, the Redskins are a powerful draw at the
ticket office. The Redskins have the second largest stadiom capacity in
the NFL, and the Franchise boasts an extremely high season ticket base.
Moreover, for the 1997 season, the Redskins had the highest average
ticket price {including license fees) in the NFI..

Stadium Slatistics - 1997 Season
#2 in Stagdium Capacity

100 (W0

B

40,000 -

Livy  Radewina  Pelle Chiafa DG e Geoicow Panies Doiphie Caedials

H In Avarage Ticket Price

S4501 BASD0 faasm . WL

i
£41.83

Podyldne  jugua  Fandiars  Pusdes  Chigen Cosbop 4l Aamy Copry Pt

NFL Properties, Enterprises & Fitms, The Redskins expect to receive
approximately $5.7 million in cumulaive distributicns from NEL
Propenies, NFL Enterpases and NFL Films in 1993,

Other Revenues, The Franchise peneralcs other revenues from
promotions, sponsorships, and the sale of publications, such as the
yearbook, media puide and game programs. The Redskins expect such
revenues to total approximately $0.9 miliion in 1998,

“er
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Expansion Fees, Expansion franchises pay the NEL a (e for the right (o
estabhish new NFL franchises, These fees are distoibute equally among
the existing NFL clubs. The Jast expansion process in 1993 resulted in
the formation of two new clubs. the Carolina Panthers and the
Jacksonville Jaguars. The Redskins are scheduled (o receive a final lec
distribution of approximately $625.000 plus interest in 1998 {ram the
Jacksonville Jaguars franchise. As noted carlier, the NFL recently
dreided that Cleveland would receive an expansion team for the 1999
season. On September &, 1998, the NFL announced that (he investor
group led by aAlfred Lemer would pay $530 million for the Cleveland
Browns expansion franchise. Of this amount, NFL member clubs
{excluding the Baltimore Ravens and the $t. Louis Rams} will receive an
expansion fee of approximaely $476 milljon. Therefore, the Redskins
will reecive approximately £17 million in pre-tax income, which is
capected to be received uwpon closing of the Cleveland Browns
transaction {expected 1o occur by the end of 1998). There has also been
some speculation that Los Angeles or Houston will receive an EXPAnsion
franchise in the near fulure,

Additional Revenue Opportunities. There are 2 numbec of additional
opportunities which could substantially increasc the Franchise s revenucs
and cash flow. First, given the attractiveness of the Washington market
and the ¢xpanding presence of major corporations o Washington and
sumounding  areas, th: Franchise has the opportunily  tG more
aggressively pursue local corporate sponsorships. Such sponsorships are
very autractive to selected corporations, offering them high local and
national visibility and the unique ability to associate thermselves and their
products with a passion of milliens of area residents, and have the
potetiial to be extremely lucrative for the Franchise Another
opportunity would involve the production of preseason games for iocal
television.  Undertaking production of these games ¢ould be more
profitable than the Franchise's current practice of selling local broadeast
rights to WILA-TV and allowing WILA-TY 1o ptoduce the telecasts, A
related opportunity would involve the production of weekly television
and radio programs featuring discussion and highlights with the Head
Coach. Next, the tapidly increasing popuelarty and use of the Internet
should allow the Redskins to generate substantial advenising,
merchandising and other revenues from the Franchise's world wide weh
site, www.redskins.com. Finally, anather business opporunity pursucd
by selected professional sports franchises is the poxluction and
distribution of a suhscription-based newsletter, which could be targated
tr Redskins fans nationwide.

LI
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Franchise Expenses

SECTION Y

Player Costs. Player compensation is, by a wide margin, the larpest
expenditure item for the Franchise. The Redskins penerally expect to
spend the maximum amount allowable under the salary cap in order 1o

field the highest quality team possible.  Player compensation has the
following printary components:

« Salaries, incentive bonuses and related miscellancous items, which
are expensed in the peried paid

+  Hcpefits

* Signing banuses, which are capitalized in the peried paid and
amortize<d on a straight ling basis over the life af the player's contract

Cash expenditurcs related to player compensation in 1098 are expected
to be approximately $69.9 million, which includes salaries. incentive
bonuses and related items totaling $36.0 million, benefits of 59 5 mitlhon
and signing bonuses of $24.4 million.

Team Expenses. Team expenses include, among other things, ¢oaching,
scouting and siaff compensation, as well as expenses related to travel,
aining camp, scouting services, equipment, laundry, photography,
insurance, moving and computer services. Team expenses are expecied
to total $6.6 million in 1908,

Stadium: Rent. The Franchise currently pays to JKCSI rent equal to 15
percent of net ticket revenues, which are defined as gross ticket revenues
less the ten percent Maryland admissions tax. This figure is expected to
be $5.7 million in 1998.

General and Administrative Expenses. General and administrative
capenses consist primarily of salares for employees, in¢luding salarics
paid to Redskin Park personnel, as well as operating costs, maintenance
costs and real estate taxes for Redskin Park. Such CAPENSES are expecied
to total $4.6 million in 1998,

Training Facility Rent. Rent for Redskin Pack represents debt service
on a note held by RPL which will be approximately $4.0 million in 1998.

League Assessments. Assessments imposed by the NFL oo each of jts
member clubs are expected to total approximately $3.3 million in 1998.

Game Expenses, Game expenses include, among other things, cxpenses

related 1o travel, Iocal transportation and pame-related entertainment.
Such expenses are expected (o total $1.3 million in 1998,
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verview

IV, NATIONAL FOOTBALL LEAGUE

The NFI. is the premier professional sponts league in Nonh Amenca, As
cvidenced in recent polls, professional foothall s, by a wide margin. the
American public’s favorite and mos widely followed sport.  The
following charts set forth data gathered in recemt polls which highiight

the popularity of professional football as compared to other professional
sports.
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SECTION [V

This popularity has led to continued strong attendance at NFL. games and
tremendous television viewership.  On average, approximately |30
rillion people watch NEL football on a weekly basis. The chars below
set forth 1997 broadeast sponts household ratings for each of the major
professional sports leapues,
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History

Structure & Management

SECTION [V

The Super Bowl is the most anticipated and watched sporting event of
the year. Generally the highest rated television program of the year in
the United Stales, the Super Bowl is alsn tremendously popular abroad,
where it is televised in 187 countries. As set forth in the tahlc below,
eight of the t2n most watched 1elevision programs in U5, history were
Super Bowl telecasts,

Most Walched Tefevision Programs in U.S. History

Date Frograin Helwork LB, Wimwers
IRERE  Supar Bowl XX HBC 130, 468 0
1300 Saper Bowl XXW0 RAG 13 B00.O0)
162594 Super Bl XXX MEC 133400000
183 Super Bowt XXy HBC 1Z3A00,000
WERT  Supar Bowd XXX Fox 135,400,065
12688 Sopar Bowt XX WEC 127000000
14544 Wirder Olympas CBS 126,685,000
172845 Supar Bl XXX AR 125 H1E,000
V3RET  Supar Bowd XX (WL 122,540,000
1=0E3 MA"5°H [Final Epesicie) B3 121 624 (K

The NFL was formied in 1920 with 18 clubs. Regularly televised parnes
hegan in the 1950s, contributing to the League's growth. In 1966, the NT9.
agreed 10 merge its operations with those of the AFL, which had operated
independently of the NFI. for sevetal seasons. The NFL then introduced the
Super Bowl as the championship game botween the NF1. and AFL
champions. The merger was completed in 1970, crealing a League
comprised of 24 clubs, Through subsequent expansion, including the re-
launch of the Cleveland Browns, the League has grown o 3] teams.

The NFL. headquartered in New York City, is a joint veniun: cIganized as a
not-for-profit unincorporated association of its 31 member clubs.  Since
November 1989, the NFL has been led by Commissioner Paul Taghabue.
The NFL provides a number of services to benefit the sport of football and
ils member clubs, including the following:

* Strategic planning

*  Marketing and public relations

+  Network television contract negotiation
+ Operation of for-profit entities

*  Labor relations

*  Legal services
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Leapue Structure and
Competition

SLCTION IV

The Commussioner. appointed by an affirative vote of at least (wo-
thirds of NFL. member clubs, has substants)| authority 10 manage the
openations of the League and its for-profit entities, to arbitrar League-
refatexl disputes and 10 protect the integrity of and public confidence in
the sport of professional foothal]. More specifically, the Commissioner's
rule includes the following:

* [Interpreting and establishing NFL policies and procedures
* Investigating any transfer, sale or assi gnment of a NFL franchisze
* Arbitrating disputes among member clebs

* Making assessments on member elubs for League obligations

Member clubs are govemed by the NFL Constitution and By-laws,
resolttions adopted by the member clubs and other established NFL
policies. All NFL business is conducted by the Executive Committee,
which consists of one representative from each club. [eague meetings
are held periedically and include an annuai meeting usually held in
March. At all League meetings, three-fourths of member clubs
constitutes a quorem, and each club receives ane vote. The aflimmative
vote of three-fourths of those present is necessary (o adopt resolulions or
amend the NFL. Constitution and By-laws. The NFL. also has a number
of committees responsible for recommending policies and actions to the
Executive Committee. The Finance Commilice oversess the sale or
transfer of all NFL. franchises.

The NEL is comprised of 31 teams, each of which belongs to one of thiee
Divisions (Eastern, Central or Westemn) in one of two Conferences (Mational
tootball Conference (“MEC™) or American Footbal Conference (AT
Foilowing the re-introduction of the Cleveland Browns for the 1999 season.
the: Leagure will be structured as set forth below.

Mational Football Conference

Emainm Division Cantrat Dhvision Western Divigion
Arizona Canginals Chicapo Bosrs Allanla Falcons
Ciakas Cowboys Dizlrodl Lions. Camina Panthars
Haw Yewk Giants Green Bay Packars Hew Orieans Sainls
Piiisdeiphia Eaghis Minesoia Vidngs 5. Lovis Ramz
Wachinglon Rsdaking Tampa Bay Buccangers San Francisen 49ers

s



Revenue Shanng

Labor Relations

SECTION 1Y

Amarican Foolball Conterence

Enalern Division Ceniral Division Western Divisson
Eurtfa Bifs Bakimore Pavens Denver Broncos
irgunapis Cilts Cncrnali Bengats Karsas Dy Chiels
Migmi Cedohing Jacksgmalle Jaquars (rakland Aagers
Maw Englerd Palriods Pilbsngh Sleeler San Duego Shargars
New York Jels Termwasses Cers Saalle Seahawks
Clevigland Browns

The NFEL prdes itself oa the extremely high level of competition and
pacity in the NFL, which greatdy contnbutes to the popularty of the spon
and the League. The NET. spends a significant amount of time and effort
to maintain a high level of play through its rules and policics. The NFL's
Competition Committee, members of which are appointed by the
Commissionar rom a cross-section of general managers, coaches and
club executives, proposes rule and policy changes as deemed necessary
to maintain campetitive balance,

The NFL's revenue sharing policies help to ensure League
competitiveness and give individual clubs an incentive to act in a manner
consistent with League interests, Qver ope-hall of League-related
revenues are shared equally among the member clubs, ensuring that cven
smaller-market teams can compeie with those in major media markets.
As discussed earlier, network televisiom broadcast contracts are the
largest source of shared reveoue. The second largest source of shared
revenue is gale receipts. The visiting club receives 34 percent of net
licket revenues {(defined as gross ticket revenues less admissions tax) in
the regular season and 40 percent of net ticket revenues in the preseason.
The other major seurces of shared revenue are the MFL's for-profit
entities, NFL Properties, NFL Emterprises and NFL Films, each of which
is described latet in this Section.

The NET. has enjoyed essentially stable labor relations since 1992 when
the NEL. and the NFLPA agreed (o a new CBA. The CBA, caeculed in
May 1993 and originally sei (o expirc in 2000, recently was extended on
an unconditional basis through the 2002 season. Furthermore, the CBA
will remain in effect through the 2003 season unless cancelled by either
party by December 1, 2000, The CBA covers matters such as the college
draft, veteran free agency, minimum salanes, medical and life insurance.
pensions, disability, severance pay and prievance atbitration, The key
provisions of the CBA are summarized below.

oe



SECTION W

Mo Strike or Lock-out. The NFLPA and its members have agreed not
to organize 4 strike, and the NFL has apreed not to lock out players.

Salary Cap. The NEL's salary cap, which went in effect in 1994,
establishes the masimumn player costs a club can incur each vear, as well
as the minmmum amounts that must be paid to players in the form of
salary, bonus and benefits, The salary cap is based on a formaula tha
incorporates the concept of defined gross revenue (DGR, whene TXGR
consists of all League and club foothall-related revenues (primanly
preseason, regular season and playoff pate receipts and local and national
television and radic broadeast rights), as well as [ocal revenues related to
lugury suiles gnd other premium seating, corporate spensorships, food
and beverage concessions and parking, to the exient such local revenues
have grown since 1992, Under the 1998 cxtension to the CBA, the
smount payable as player salaries by any NFL clob vanes (rom 63
percent o H4 percent of projected League DGR less the League-wide
projected amount payable as benefits to players for the applicable seasnn,
divided by the number of clebs. The salary cap for the 1998 season was
determined to be approximately $60.0 million before deductions for
Leapue-wide player henefis and £52.4 million after such deductions.

Player costs include the following three primary types of compensation:

+  Player salanes, which count toward the salary cap in the season
earued

* Signing bonuses, which typically are paid in advance and are
amortized over the life of the player's contract - 1 @ contract is
terminated early, unamortized signing honuses are accclerated and
count taward the following season's salary cap

* Incenitve bonuses that are deemed “likely o be camed”™ count
against Lhe current season’s salary cap

Free Agency. Players with at least four acented seasons {any season in
which the player was on full pay status for at least six games} qualify for
unrestricted free agency upon expiration of their contracts. Players with
less than four accrued seasons may become restricted [ree apents;
however, their prnior clubs retain rights of first refusal and draft choice
compensatien under cerlain circumstances.

College Draft. The annual college draft, which typically takes place in

April, consists of seven rounds, with cach 1eam receiving one pick in
each round based on that team's performance dunng the prior season.

oo



For-Profit Entities

SRCTION IV

The NFL runs several for-profit entities, including NFL Properties, NFL
Enterpriszs and NFL Films. each ol which is owned equally by all NFL
member clubs.

NFL Properties. NFL. Properties is the centralized marketing, licensing.
corpotate sponsorship and publishing arm of the NFL. A NFL member
club's names, symbals, designs, colors and logos are owned by the club
itself. The national marketing rights to these items currentty are held by
NMFL Properties uncler trust and licensing arrangements with each of the
member clubs that expire after the 2003 season. However, 11 NFL
Properties does not have an exclusive national sponsorship agreement in
a particular product category, the individual member clubs are frec 1o
enter into their own locat sponsarship agreements.  NFL Properties
recently restructured several of its national sponsorship deals in order (o
give clubs the ability to enter into certain sponsorship deals within their
owi local markets,

NI'L Enterprises. NFL Enterprises was created to cxplore, develop and
operate business opportunities in the areas of satellite broadeasuing {NFL
Sunday Ticket} and new media {Internet and interactive television). NFL
Enterpnses also manages the intemational growth of the NFL throuph
international television, licensing, sponsorship and events, as well as the
NFL Eutope | gague.

NFL Films. WFL Films, 2 leader in spons programming, produces, sells
and distibutes onginal spons programming, provides footage for
franchise use, provides marketing and promotional support to franchises.
and promoles the sport of professional foothall. NFL Films has earned
73 Emmy awatrds, as well as numerous other awards, throughout its
history.

Each of these entities makes periodic distnbutions which are shared
equally among NFL member clubs. Distributions for the past five years
are set forth in the table below,

NFL Properties, Enterprisas & Flims — Distribution Par Club [$000)

1992 s 1005 1906 1957

NEL Proparies $ 27e § a2 § 14m § 4par § a4
NFL Enlemqimes - — 500 625 Bl
HFL Films 81 108 118 126 i
Toid $ 280 $ 13 3 40 § 455 § 5499
% Growth 18.4% Pl ) 1% 15.6%
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Current hwrership
Sirkctare

(1. OveErvIEW OF CONTEMPIATED TRANSACTION

Upon the death of former owner Jack Kent Cooke, the Jack Kenl Cooke
Foundation was created to provide scholarships o deserving students and
funding 1o their schools. The Estate of Jack Kenl Cooke {the “Estate™)
owns 59.97 perwent of Jack Kent Cooke Incorporaled, a Nevada
corporation that pwns and operates, among other things, the following:

* Pro-Football Inc., 2 Maryland corperation that owns the Washingon
Redskins NFL Franchise

« JKC Stadiom Ine., a Pelaware corporation that owns and operates
Tack Kenl Cooke Stadium

+  Redskin Park Inc., a Nevada corporation that owns and operates the
Recdskin Park traiming facility

Proceeds from the sale of the Estate’s interest in JKC[ and its
subsidianes ulumately will benefit the Jack Kent Cooke Foundation.
John Kent Cooke, Sr., son of the late Jack Kent Coake, owns the
remaining 10.03 percent of JKCI, The chart below provides a graphical
overview of the ownership struciure of JXCI and the Foatball Assets.

Jdach Kenl Coova Fownditian

Cutine of Jack Kent ookt

LAk
i Kenl Coaka Mt orpadied
Fro-Football Inc. JEE G A, Frdskin Pask Ing Gl v fawata
Waslnrmam Aegb Fo. Y "L Bodts n 3wk Tiwr nn Lirurslatad o thra
MFo Frare: hise L= Faci iy Fiabtoat Arsats

It is also important to note that PF1 and JKCSI are parties to a 30-year
apreement with the State of Maryland and Prince George's County. A
provision of this agreement creates a special elass of ownership interest
in both PFI and JKCS[ via the 1ssuance of one share of prelerred siock an
each of PFI and JKCSIL  This share of preferred stock, govemed by a
voting trust for the benefit of the State of Maryland and Prince George's
County, gives the State of Maryland and Prince George's Counly 4
voling intersst for the sole purpose of precluding any relocation of the
Franchise during thc term of the agreement, These shares do not
represenl an economic inlerest in either PFL or IKCSIL
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MNEL Guidelines

SECTION [I1

The Estae is evaluating afternatives with respect to the sale of the
Foothall Assets either through an asset sale or through a sale of the
Estate's equity interest in JRCL While it is currently contemplaled thay
the Franchise, the Stadium and Redslan Park will be sold wpether, the
Eslate may consider offers which would involve the sale of these entities
i0 separate transactions.

Ownership Strocture. The NFL has rules regarding the ownership and
sale or transfer of NFL. Mranchises, which are outline] below,

¢ The primary purpose of any entity owning a NFL franchise must be
the operation of the football team as @ NFL member cluly

v Acceptable structures include the following:

- Alimited partnership {with one general parner and no more than
24 limited parners) may own a franchise as long as a single
individual serves as the managing peneml partner and owns at
least a 30 percent economic interest in the franchise

— A corporation may own a franchise as long as a single individual
maintaing 100 percent voting control and at least 30 percent
econinic interest (with two elasses of stock, voling and non-
voling)

* A NFL franchise may not be publicly owned or owned by an cntity
which is publicly owned

* A NFL franchise may not be owned by a general partnership

» Cross ownership of a NFL franchise and a professional baseball,
baskethall or hockey franchise is restricted, except in the following
circumstances.:

- The NFL franchise and non-NFL franchise are in the samc
metropolitan area

— The non-NFL franchise is in 2 metropolitan area () without a
NFL franchise and (ji) which is not designated as a potential
expansion market (currently, only Los Angeles, California and
Houston, Texas are designaled as such)

While the NFL has not approved the use of a limited liability company
("LLC") as an ownership vehicle, it is likely thal an approprately
structured LLC would be approved. Similarly, other structures that fail
ty satisfy one or more of the above miles are nol necessanly
unacceptable, but would ultimately require approval by the NFL.

Aty
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SeCTIoN I

Debt Celling. The NFL limits the amount of debt a franchise may incur.
The deht ceiling, which the NFL raised from $55 millign to $100 milhion
in 1998, applies (o the following:

a  Alj debt incurred by the franchise

+  All debt incurred by the controlling owner that is secured by any
portion of the controlling owner's interest in the franchise (such debt
iz limited to 520 million unless further collateralized by a pledpe of
all franchise assets)

The following are not subject to the debt caling:

s Debts incurred in the ordinary course of business that are neither in
default nor overdue

s Deferred compensation liabilities covered by the NFL's deflemred
compensation reserve mechanism

+ Debt on a stadium, as long as the stadium is ewned separately from
the related franchise and the stadium debt 15 not guaranteed by the
related franchise

Sale or Transfer. No franchise or mlerest in an entity holdmg a
franchise may be sold or uansferred without full disclosure of 1eoms and
approval by the NFL. Such approval requires a three-fourths vote of
existing clubs. The NFL looks at several factors in its approval process,
most nolably whether the purchaser has sufficient financial resources to
fund a competitive MF. franchise,

Relocation, Relocation of a club within or cutside its designated home
territory is not permitted without the affirmative vote of at least three-
fourths of existing member clubs. As noted earlier in this section,
agreements with the State of Maryland and Prince George's County
would preclude any relocation of the Franchise during the 30-ycar term
of the agreements.
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1L KEY INVESTMENT CONSIDERATIONS

The proposed sale of the Football Assets represents one of the most
attraclive investment oppostunitics i the world of professional sports.
Set forth betow arc a few of the most compelling invesiment bighlights
(o consider,

Unique Franchise Ownership Opporlunity.  The Washington
Redskins NFL Franchise represents an extraordinary opportunity (o own
one of the premier professional sports franchises in the world.
Opportunities o acquire professionai sports franchises in general are
limited, and the opponunity to own a NI franchise of the repulatiin
and caliber of the Washingion Redskins is truly unigue.

Popularity of the NFL. The NFL 15 the largest and indisputably the
premier sports league in North America. Over the past two decades the
populanity of the NFL has surged, making football the true “national
pastime.” Professional football ranks far ahead of professional basehall,
basketball and hockey in both fan foliowing and television ratings.
Morcover, NFL attendance levels continue to climb.  Total regular
season paid atendance in 1997 was nearly 15 million, or an average of
62,364 per game.

Winning Tradition of the Redskins, Since their arrival in Washinglon
for the 1937 season, the Redskins have enjoyed residence amoung the
MFL elite. Redskins fans can brag about a glorious history supparted by
over 450 wins, including over 180 wins and two NFL Championships
prior to the 1966 season {the season in which (he Super Bowl
Chammonship was introduced] and over 275 wing, sin Division
Championships, five {¢nference Championships and three Super Bowl
Championships since that time. NFEL legends who have worn the
burgundy and gold with pride include:

+ George Allen  + Sammy Baugh  + Joe Gibbs
+ Sam Huff  * Sonny Jurgenson  * Vince Lombardi
+ At Monk  ® Charley Taylor  + Johno Riggins  + Joc Theisman

The Redskins® long list of Hall of Fame enshrinees includes:

* CLff Bartles  + Sammy Baugh  * Bill Dudley  * Turk Edwards
* Ray Flahenty ¢ Joc Gibbs  + Ken Houston  + Sam Huff
* Sonny Jurgenson ¢ George Preston Marshall  + Wayne Millner
+ Bobby Muchell  + John Ripgins ¢ Charley Taylor

Current General Manaper Charley Casserly and Head Coach Norv
Turmer are seeking to build upon this storied Redskins tradition,
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New State-of-the-Art Stadiuen. Jack Kent Cooke Stadium is among the
finest stadiums in the NFI. Located inside the Washington Beloway, the
Stadinm 15 the largest outdoor facility in the NFL.  In additon w
Redskins foothall, the venue 15 perfectly suited to host college football,
world class soccer, major concerts and numerous other special events.
With luxurious wood paneling, pranite floors and leather seating, the
recently completed upgrade to the Stadium’s premium geat concourses
provides JKCS! with ample opporlunily to generate additional revenue
through the hosting of conventions, trade shows and catered events on a
year-round basis.

Top Tier Market. Washington, T0.C. is one of the premier markels in
the WEL.. [n addition to being the sixth largest population center and the
seventh largest television markel in the nadon, Washington s the
nation's center of political power and influence. Washington and its
alMuent suburbs are home o many of the most powerful political.
business and media figures in the United States and the world.

Extremely Loyal Fan Base. If any single aspect could define the
Washington Redskins, it 15 their ingredibly Joyal fan base, perhaps the
most knowledgeable and devoted in the NFL. A city full of elected
officials, dignitaries, lobbyists and business leaders join the taxi dnvers.
witresses and construction workers at Jack Kent Cooke Stadivm w g0
“Hog" wild over their beloved "Skins. The Redskins boast a special
relationship with their fans, who provide overwhelming suppart lor the
teamt they love. The Redsking have sold out every game since 1966 and
have an incredible waiting list for over 84,000 seats, more than cnough 1o
fill a second Tack Kent Cooke Stadiom. Tickets to Redskings games are
among the most sought after tickets for any avent in the nation’s capital.
In describing Jack Kent Coake's box al the Redskins former home.
Robent F. Kennedy (“RFK™} Memorial Siadiom, The Washington Post
reported;

“Next to a White Housc dinner, an alternpon in Cooke's
box has become one of the most spught-after social
invitations in Washington.”
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SECTION |1

High and Stable Tickct Revenues. As noted above, the Redskins
centinue to sell out every game and boast an enormous waiting list for
season Gekets. Given this ingredible demand in such an affluent market.
the Redsking are able to command relatively high prices far tickets. The
average tickel price for a Redskins game (including license fees for
prentium seats) in 1997 was 58151, which was neacly $20 higher than
the next highest average ticket price for a NEL club.

Landmark NFL Television Deal, NFL clubs already have begun to
reap the rewards of the latest record-breaking network television
contracts. The new agreements guarantee the League revenues of $18.3
billion over ¢ight years, beginning in 1998. This represents more than
double the payments received under the previpus contracts signed a mere
four years eatlier. Importantly, the new contracts specify that the NFL
fas the unilaterat right to terminate the agreements after the 2002 scason.
Therefore, the [eague could generte significantly higher revenues than
the current contract contemplates for the 2003 season and beyond,

Inereasing Franchise Values, Professiona] sports franchise values have
increased considerably in the recent past, as viewing professtonal sports
has become an ever more popular form of entertainment.  The NFL has
participated in this growth, as indicated by the substantial appreciation in
NFL franchise values over the past two decades. Moreover, the sport of
foatball has continued to grow more popular, and therefore more
valuable to distributors, such as (elevision networks, relative (o other
prefessional sports,

Strong Financial Profile. The Redsking are one of the highest revenue-
generating and most profitable franchises in all of professional sports.
The Football Assets generate more than $140 millicn in (otal revenues
and nearly $50 million in camings before interest and  taxes.
Importantly, most of these revenues are penerated through multi-year
NFL, Franchise and Stadium agreements and are thus relatively stable,
Moreover, as noted below, substantial opportunities exist to Erow
revenues and profit.

g
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Additional Revenue Oppoctunities. The Washington Redskins can
benefit from many additional revenue oppontunities, includimg the
following:

Additional enrporate sponsorship agreements
Naming rights for the Stadium
Hasting of additional non-Redskins events in the Stadium, including:

—  Other sporting events, such as college football and professional
SOCCEr

- Conventions, rrade shows and catered events in the recently
upgraded Club Level

- Major concers

Ability to add 74 more luxury suites to the Stadium on the Press
Level (just above the Lower Level). where the existing owner's suite
is located

Production of preseasen local television broadcasts and weekly
progeams featuring the Head Coach and General Manaper

Advertising and merchandise sales on the Redskins weh site,
www.redskins.com

Publication of a weekly subserption newsletter marketed to
Redskins fans across the country

League Growth Opportunities, The Redskins, as 1 member of the
NEL, will share in the fuure growth of the League. Typically, the
prirnary dovers of such growth are the fi ollowing:

National iclevision broadcast contracts

For-profit entities NFL Properties, Ing. “NFL Properties™), NFL
Emerpnises LP. ("NFL Enterprises™ and NFL Films. Inc. {"NFL
Films™)

Ticket sales and license fees al new or renovated stadiyms

Through NFL Enterprises, the League is actively pursuing a number of
exciting periphery businesses, which include the following:

NFL Sunday Ticket, the successful and prowing satellite television
SErvies

NF1. Burope, a six-team joint venture with FOX ielevision natwork

www.nfl.com, the official Internet site of the NHI.



SECTION 1T

Stuble Labor Situation, The NFL boasts the most stable labor
¢nvironment of the four major professionzl sports leagues. The
Collective Bargaining Agreement (“CBA") between the MFL and the
NEL Players Association ("NELPA™) was recently extended on an
unconditional basis throvgh the 2002 season. The CRA ensures that the
NFLPA and its members will not strike and the NEL will not lock gun the
players, Moreover, the salary cap set forth in the CBA is one of the most
attraciive in professional sports. The League's stable labor situation
relative to other professional sports leagues makes the NFL far more
attractive to fans, television and radio networks. corporate sponsors and
all others invalved with the NFL and its member clubs.

Strong Team Roster, The Redskins organization has made substantial
invgstments i devcloping its team roster.  Examgples of these
investments include the following:

* The signing of free-agent defensive tackle Dana Stubblefield, »
three-time Pro Bowl selection and the 1997 Defensive Player of the
Year

* A rade for Dan 'Big Daddy’ Witkinson, a highly 1ovted defensive
tackle picked first overgll in the 1994 drafl

« The signing of the team’s own top free agents, Ken Harvey. Hnan
Miichell, Tré Johnson and Joe Patton

In addition, the Redskins have used the dmfl effectively (o recruit and
develop top talent, including players such as Darrell Green and Michael
Westhrook.  The cutrent Redskins team has the talent in place tu
continue the Franchise's long tradition of on-the-field sucoess.
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fhverview

Benefits of Owner: hip

I EXECUTIVE SUMMARY

The Special Commiltee of the Board of Directose of Jack Kent Cooke
Incorparated ("JKCI™, Pro-Fooball Inc. ("PFI"). JKC Stadium Ing,
("JKCSI™) and Redskin Park Inc. ("RPT") s soliciting bids for the
rurchase of the Washington Redsking profussional footbal]l club (the
“Redsking™ or the “Franchise™. Jack Kent Cooke Siadium ({“the
Stailium™) and the Redskin Fark training facility {"Redskin Park™). The
Redskins, the Stadium and Redskin Park are collectively referred o
herein as the “Football Assets.” The Foatball Assets wifl provide the
successful bidder with the prestige of owning one of the precer
{ranchises in all of professional spofts, the Washington Redsking.

Key benefits of awnership of the Footbal| Assels include:

*  Membership in the National Foorbal| League (the “NFL" or the
“Lergue™). the most popular professional sports leapue in North
AMenc

* Tremendous franchise reputation and popuiarity based on 62 years of
on-field success, including three Super Bowl Championships and
two NFL Championships, as well as 14 Hall of Fame enshrinees

* Home in the nation's capital and center of political power and
influence. as well as one of the country’s largest megdia markets

* Opportunity t0 become a prominent and influential member of the
lncal and national political and business communilies

* New state-ol-the-art Stadium with 80,116 seats, the highesi outdoor
seating capacity in the WNFL, as wel] as the highest number of
premium seats {luxury boxes, loge and club seats} in the NFL

*  One of the finest training facilities in the Leapue, with three natural
grass and one artificial wrf practice fields, as well as a 66, |06-square
foot administrative building

* High and stabiv revenue base which includes, among other things,
television and radio broadeast fees, license fees from luxury suites
and other premium seats, and generaf ticket sales

* Ability to generate additional revenue and cash fiow through, among
other things, & naming rights agreement, nosting of additional events
in the: Stadium and local television and radia programming

* Sharing in the impressive prawth of the NFL, including participation
i established businesses, development of Prumising new venlvres
and shaning of fuwre NFL expansion fees

*  Opportunity (o reatize substantia] long-tenm value appreciation as the
populanity of professional sports as entertainment continues o prow

Aty
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SECTION I

* Ability to watch, from the luxunous 2,051-square fool owner's sute,
one of the MFL.'s most exciting teams compete for the NFC Eastern
Pivision Chammonship  and  ultimately the  Super  Bowl
Champicnship

The Washington Redskins NFL Franchise. Since the Franchise's
weeplion in Boston in 1932 and scehsequent move to Washiogton in
1937, few teams have enjoyed the on-field success af the Redskins,
Prioe 1o the 1966 season, the first season after the historic agrecment to
merge the operations of the American Football League (“AFL.") into the
NFL, the Redskins collected over 180 wins and 1wo NFL
Championships.  Since that time, the Redskins have achieved the
following imnpressive statistics:

»  Over 275 wins

*+. 6 IYvision Championships

* |3 Playoff Appearznces

* 5 Conference Championships

+ 3 5uper Bowl Championships

The Redsking also have seat 14 individuals to the Pre Football Halt of
Famec. This storied and successful histery places the Redskins squarely
among the NFL's elite franchises. The Redskins are led by a
management team which includes General Manaper Charley Casserly
and Head Coach Norv Tumer. The team's 1998 roster includes past Pro
Bowl players such as Damell Green, Terry Allen, Brian Mitchell and Ken
Harvey. In addition, the team recently signed two of the NFL's premier
defensive tackles, Dana Stubbleligld and Dan Wilkinsen,

Jack Kent Cooke Stadium, On September 14, 1997, the Washingion
Redskins played the insugural game in Jack Kent Cooke Stadium,
located in Raljon, Maryland. This privately financed state-of-the-ar
facility has the largest outdeor seating capacity in the NFL, as broken
down in the following abie.

Stadium Capacfty

Sadiion Humber of Saans
Lummy Suitas (208} 34
Loge Araay 1,506
Chib Lavel 14 559
Gevaral Admission L]
Todal 16

ity
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SRCTION I

The Franchise has entercd into a 30-year lease agreement with TKCS),
The Stadium is also an atimctive venue for many other types of events,
including conventions, trade shows, catered events, eoncerts and other
spotting events such as college football and soccer,

Redskin Park Training Facility. The Redskins leasc from RPI a
secluded state-of the-art training facility known as Redskin Park, located
on 158 acres in rural Ashbum, Vieginia. Redskin Pack femtures the
following atnbures;

» Three specially-seeded nateral grass practice fields

s One artificial surface praciice Meld

* A G6,106-square foot team administration building which houses the
foliowing:

— front office

- c¢oaches and team meeting rooms

— auditonium

- player and staff locker rooms

— strenpth and conditioning room

— [lraining room

— baskethall and racquetball courts

— extensive media facilities

— the latest in physical training and video equipment (o aid in the
development of players and preparation for games
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Financial Overview

SECTION ]

The Redskins are one of the highest rEvenue-generating and most
profitable NFU franchises. The forecast for the Football Assets, hoth an
an entity-by-entity basis and combined, is set forth in the table below.

Consolidated Forecast - Fiscal Year Ending December 31, 1998 {SMM)

LT Consol-
PF JKCEI RPI goampany idated
Revenues
Breadast Hevenues % 0B ¥} - 5 — | - 5 £0h
Mel Ticket Revanuas na 26 - — L]
Mel Licansa Foes - 7049 — — 734
Advartising, Contessions and Other k| 9.8 — - 10.7
HMFL Properties, Enterprises § Fims 57 — - - 57
Rent — Ly 40 A& —
Total § S8 § 475 ¥ 40 § 195} E 1412
Expenges
Flayar Costs § 4G4 £ - 1 - 1 L ALY )
Genaral ard Adiminlsirative 47 €4 01 11.2
Team Expenses E.E — - — i3]
Game Emperses and Dther Everts 13 44 - - Ly
League hespssments 33 - — - 33
Markaimg Center and Tiched Ciftice 4o 12 — — 12
Sladin gnd Trgining Facility Aent 45 — — (5.6 —
Total 3 g 3 120 § 0 § [8E) $ Hs
ERITDA ¥ 30 § 354 § 3k . - § 617
Amontization and Deprecirion 142 16 0.3 - 20
Eamings Before interast A Taves $ 1ia § 242 $ 35 i - § d54

Hgde: Some Douess 00 Dol 300 due K rounding.

It is important to note that the above forecast does not fully reflect the
total Tevenues to be received for the 1998 season pursuant to the new
network television coniracts (3580 millton}). Since the (998 seazon
spans parts of both fiscal 1998 and fiscal 1999, revenue is recopnized
basel ont the number of games played in each fiscal year {and their
lelevision ratings). Therefore, forecasl bscal 1998 national broadcast
tevenues represent approximately 85 percent of disteibutions lom the
new television contracts plus about 15 percent of distributions from the
prior conlracts.  The table below seis lorth the key pro forma forecast
fiscal 1998 figures as if fiscal 1996 national hooadcast revenues
represented 100 percent of 1998 distributions ltom the new contracts.

Pro Forma 1998 Forecast (SMM}
Imer- Congol-
PFI JKLSI RPI CINTIRANY idaled
Total Ravanoes 5oz § a § 40 § 198 %1443
EEIMDA £ Nz $ 358 § 218 1 - § 8
Epmings Before nleres! & Tazes $ 110 3 W2 i d% i - R

tl’{jjjl
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REPORT QF ENDEPENTIENT ACCOENTANTS

To the Stockholder
of Pro-Faothal] Inc

[n our eynnton, the balance sheets and the related statemnents of income, of changes in
stockholder’s equity and cash flows present fairly, in all material respects, the financral
posttton of Pro-Football Inc at December 28, 1997 and December 29, 1996, and the
results o. i1ts operations and its cash flows for the vears then ended. in conformity with
generally accepted accounting principles.  These financial statements are the
respomsibility of the Company’s management. our responsibility i1s 10 express an
opimon on these financtal statements based on our audits. We conducted our audis of
these statements in accordance with generally accepted aodittng standards which
require that we plan and perform the audits to obtain reasonable assurance gbout
whether "he financiai statements are free of material misstatement. An audit inciudes
examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements, assessing the accounting pnnciples used and significant estimares
made by management, and evaluating the overall financial statement presentation. We
believe that our audits provide a reasonable basis for the apinion expressed ahove.

f?ul'e )?;Mw.q Lk

April 24, 1998



PRO-FOOTRA] L, INC

BAJ[ ANCE SHEETS

ANSETS

{'urrent asseng
Casn
Accounts receivable
nher recervables
Due trom related party
Franchise nphts fee recervable MNote 2)
Prepaid expenses
Deferred compensation fund (Note 3
Deferred income taxes {Note §)

Tatal current aszets

Leapue franchise. acquired prior to 1970,
not being amoruized

Froperty and equiprmens, at cost:
Leasehold improvemnents
Band and team cquipment
Office equipment
Vehicles

Less accumulated depreciation and amortization
Nel property and equipment

Other assers:
Franchise rights fee recervable (Note 2
Unamoruzed players’ signing bonuses
Investments in NFL Films, Inc. and NFL
Froperties, Inc., at cost
fnvestment in NFL Enterprises. L.P., WLAF
Investment 1n MNationai Invitational Camp,

Inc. and Mavional Foathall Scouting Frims, {nc..
Al ocost
Depasits and other

Tutai ather assets

Tatal agsers

Diecember 25,

S L

S TTI68
10,600,453
723,623
1.967.087
625,000
393,083
1.561.259
4,229,200

20.215.703
8,800,000

12,381

1.650,922

371,563

— 33,093

2.087.961
4942

393,746
20,104,952
25400

66014

.00
S 4]
20,198,366

550,507 817

See notes to financial slatements.

[1g

NOoMaa,
LN TR
1190627

43 34K
625 004
31617
AT ST
1 -

~L066,200

l6.R3 670
8.800.0060

B1.585
1623493
500 254

— 02585
2276916

]_i:?,}

683,164

625,000
17,744 607

2540
09025

1.000

$44,792 875
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BALANCE SHELTS
December 28, December 29,
lqi}" ‘I'i.}i]{-l
LIABILITIES AND STOCKHOLDER'S EQUTTY
Current Liabilities:
Accounts pavable TANAETE ERERR AR
Due te reiated party 520.871 S0.105
Accrued expenses 8.460.624 4.262.640
Plaver litigation setilement {Note 9) OTEELE 647,309
Geferred income 21448735 1.0 627
Lines of credit (Notz 3 and | () - 4,623,000
Accrued pavroll and deferred compensation 9.176,667 5,988,270
Severance pay liabiiity (Note 6) 120,000 43 000
State taxes payable [Note B) 34139 719500
Total current liabilities 28,777,121 25,065,545
Ptaver litigation settlement (Note 9) - 673.243
Severance pay liability (Note 6) 3.064 642 3174463
Deferred compensation 2.684.401 1.439.426
Deferred income taxes (Note §) _4.094 300 4396200
Total liabilities 38620404 34,748 877
Commitments and contingencies {Notes 9 and 13) --
Stockholder's equity:
Common stock, 1,000 shares authorized,

300 shares issued 2r $8 stated value 2400 2,400
Preferred stock {no par value; 1 share authenzed,

1 share 1ssued and outstanding) - .-
Additional paid-in capital 3,476,073 6846175
Accumulated eamings 3408 878 _1.195.423

Total stockholder's equity 11.887,353 10043998
Total liabtlities and stockholder's equily S$S0.507,817 $44 792 875

See notes to financial stalements.

Lad



PRO-FOOTBALL INC

INCOME ST

Hevenues:
Game
Broadcasting {Note ™)

[Msinbutions from NFL Films, Properties &

Entcrpnses
Revenue shanng
Other

Total revenues

Operating expenses:
Game
Flayer
Team
General and adminisitarive
Tickel office

Total operating expenses
Depreciation and amortization:
Amortization of players' signing bonuses
(Mther depreciation and amortization
Total depreciation and amortization
Interest income {expense):
Interest income {Note 3)
[nterest expense
Interest income (expense), net
Income before income 1axes

Provision for income taxes (Note §)

Net Income

MENTS

For
[Jacemb
19r

52785944,
45,3450 875
4260413

704,600
1002 64

74.277.07]
5,880,918
36,995,090
6,671,237
11,896,909
307,529

61,755,683

16,864,655

366,311
{302,497}

. 038i4
528,555
12100

S__ 213435

See notes to Dinancial starements.

ddfd s,

2.012.000

21

72,702,676

3,447,383
32.6%96,408
6.117,631
9,346,733
_ 242306
21.850,30]
11,063,655
224,467

32 33

298,459
(844,267

{245 808)
018285

2049 5

S 6,968 783






PRO-FOOTBALL INC

STATEMISTSOF CHANGES [NSTOCKHOLDER'S FOUITY

Balance, December 31, 1995

1994 et Income

Balance. December 29, 1994

1907 Met [ncome

Contributed federal taxes
(Note 8)

Balance. December 28, 1997

See notes to financial slatemetits,

Addional Avcumzialemd
Cormmiarn Preterred Paid-1n 1Deticin
Stock Stock Capural Earmumus Lo

82400 3 508617 S[3.77R00 BT
- - _BOGE TRS B, SN, TES
3,400 840,173 1185423 (G043 gy
- - Midas LRI
= 1.629.900 = 1,629,900
$2.400 $E,476.075 5 1908 878 511687352



FRG-FOOTRALL [N
STATEMENTS QF CaSH FLOWS

Cash Qo s from operinny acuvities.
el cnooem @

Acddiestments o recongile ne income w net cash

provoaded by operaning activiges
Deprecianon ind amortizanan
l.ogs on sale ¢ f assets
Conmbumed foderal taxes

ITrgrease | dlecrease 11 assets:

Accounts recervahle

Other recevables

Due from related parmy

Prepaid ecpenses

Deferred income t: xes

Players' s.eming bouses

iranchise nghts fee receivable

Increase {decrease) ir liabilines:

Accaunts payable

Due 1o refated party

Accrued expenses

Acerued payroll and deferred compensation

Siate taxex payable

Maver litigation set lement

Deferred 11come

Severance pay liabi ity

Deferred mcome rases

Net cash providec by operating activities

Cash flows from investing activities:
el decrease (increase) i deferred
competsation fund
[nvestment ir. NFL Enerprises

Acquisition of propert: and equipment

™Net cash provided by {used in) investing
activiles

Cash ftows from financir g activities:
Borrowings under tine: of eredit
Prneipal payments uncer lines of credt

et cash used in financing activites

Netncrease (decrease) ir cash
Cash at bepinming of veay

Cash at end of yzar

Fuor sl Sesrs Frdod

Drecember 25,

—hem

ER

L 7038647

TR
1,625 900

(1833853
267,004
(1.921.639
(343 466}
(1,263,600

625,000

{362.015)
440,768
4,197.974
4433372
{378.109}
(641,934
1,143,248
{32,821)
{301,990

1918508

1.230.687

3,011
{120,148}

_L133.550

41,671,000
(46,236,000}

£4,625,000)

427.058
— 345310

. TTaeg

See notes to financial statetnents,

Dlecaiphe

II'II.“.

S 08 THE

11288122
64,160

H406,33°
{77 18004
(43148

54,309
{3.066_300)
{8.026.000;

257409

4,033,433
(146,184}
(974,190

90,861

(622,759}
1,001,627
3i4,642
—5.115.700

18296 824

(1.630.977)

319,299
22.08(0)

11433755}

43.939.000
YNEERLLY

(17,175.000)

(311.935]
_ H58. 245

S__346,310




PRO-FQOTBALI, INC
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 78, 1997
AN MBER 29, {996

[ Qruanization and Significant Accounting Policies

Oreamzation:  Pro-Footbal] Inc {the Company) is a Marviand corporation and a whoil
owned subsidiary of Jack Kent Cooke Incorporated (Parent}. The Company's activities are
hmited o owning and operating the Washington Redskins football team, which s a memhber
tlub of the National Footbal| League (NFL).

The Company's fiscal vear ends on the Sunday closest to December 31,

Lise of Estimates: The preparation of financial statements in conlominy with generalfv
accepled accounting principles requires management to make estimates and assumptions that
affeet the amounts reported in the financial staternents and the accompanyving notes. Actoal
results may differ from those estimates and assumptions.

Revenue Recopnition: The Company recognizes revenue from games {pnncipalty ticket
sales and broadeasting fees) in the period in which the games are played.

Depreciation and Amoptization: Vehicles and equipment are recorded al cost and deprecialed

using the straigh:-line method over useful jjves ranging from five to ten years. Leasehold
IMprovements are amortized primarily on the straight-line methad qver the shorter of the life
of the lease or the asset.

Mm Coaches', front office employees’  and plavers’ deferred
compensation as well as deferred player signing bonuses are recorded at present value using

tiered discount rates specified by the NFL for 1997 and 1994,

Plavers' Signine Bonuses: Players' signing bonuses are capitalized and amonuzed on 2

straight-line basis over the terms of the players’ contracts. The accumulated amorization was
525,516,548 and 519,836,893 as of December 28, 1997 and December 2%, 1994
respectively,

Supplementai Disclosure of Cash Flow [nformation: Tnterest payments of approximalely
5440,000 and $1,484.000 were made during 1997 and 1996, respectively. Cash paid for state
IMcome [axes was approximately $731,000 and $50.000 duning {997 and 1996, respectively.




[z taxes: A consohdated federal tav rewm is filod by the Parent  The Compas s
Wy shanag apreement wah the Parent requiting that the Company provide for s s falios
I the rano thal s separate taxable income bears to he sumn of the separaie Laxable meom:es
af ail affiliated companies having taxable ncome for the vear. Loder 1his arrangemen:. i
Company will receive benein for it operating losses onlv in vears when te Compuny has
taxahle income. Such benefic will be reduced 1o the extent thar the Company's operanng

losses hae been utilized by affiliated companies In the consolidated federal retur.

The Company utilizes the liability method 1o account for INCOMme taxes as if it were g SEparaly
faxpaver. Lnder this method, deferred tax assets and iiabilities are determiined based on the
differences berween financial reporting and tax bases of assets and labilities and are
measured using the enacled tax rates and laws that will be in effect when the differences are
expected (o reverse.

Long-lived_Assets: Effective the beginning of fiscal 1996, the Company adopred Statement
of Finaneial Accounting Standards No. 171 (FAS 121), “Acrounting for Impairment of
Long-Lived Assets apd Long-Lived Assets to be Disposed OL™ This stalement requires that
iong-lived assets and certain identifiable intangibles held and used by the Company be
reviewed for impairment whenever events or cthanges in circumstances indicare that the
camying amount o an asset mav not be recoverable, Adoption of this statement did not have
a matenal impact on the Company's financial position, results of operations, or liquidity.

The Company believes that no material impamrment existed at December 28, 1997 and
[Jecember 29, 100¢,.

Elﬂﬂllﬂ&l_hmmmmlli.md_lnicﬂm;mi The estimated fair value of the Company’s financial

instruments, which include cash, accounts receivable, investments and lines of credet,
approximate their carrying value,

The Company has several investments in less than majonty owned limited partierships and
the natre and extznt of these invesiments changes over time, The investment in NFL
Enterposes, L.P, had negative equity of $258,150 for the year ended December 3L 1997,
which has been offset by a receivable and is classified as an other recejvahie.

Deferred Compens:tion Fupd: FAS 115, “Accounting for Certain Investments in Debt and

Bquity Secunties”, requires that investments be classified and accounted for according to
three categonies: held-to-marurity, available for sale or trading securities. The Compantv's
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invzstment o the Deterred Compensation Fund |5 classified as avalabic tor saje i cagrye

at fair market value. Fairvalue 15 based Upon market or broker quotatians

Concsnizalion of credit ngk: Financial instruments which subject 1ha Comparr 1o

concentrations of credit risk consist principally of cash and trade accounts recen able. 15
the Company’s practice ta place 11s cash with high credn qualiy financial institutions. Trade
accounts receivable consist primarily of national nebwork television revenues from the NFL
At December 28. 1997, the Company had no significant concentrations of credit nsk

E <o ioht Cee | 'val

In Novemnber and Erecember 1993, the NFL and its 28 current member clubg granted NWF[
franchises 10 be operated in Charlotte, North Carolina and Jacksonville, Florida, comnIencing
with the 1995 playing season. The Company's share of the conract price for both locations is
$9,870,000 which was recorded as imceme in 1993, As of December 28, 1997 and December
29, 1996, approximatety $9,245.000 and $8.620,000 of these fees have been received. This
includes the early payofi of the debt owed by the Jacksonville Jaguars in 1996, The
remaining $625,000 plus imterest at 6%, is to be collected in November 1998  Interest
receivable of 35521 and $1 1,042 at December 28, 1997 and December 29 199¢,
respectively is included in other receivables in the accompanying Balance Sheets. The grant
of each franchise encompasses the transfer of a variety of assets and rights, including the
night 10 participate it 2 special veteran draft, the receipt of additional reokie draft choices. (he
nght to share in television revenue, the ght to share in future NFL expansion revenue and
the right to acquire stock in NFL Properties and NFL Films,

LDeferred Compensation Fund

In March 1982, the NFL adopted a resolution requiring each member club to deposit funds
with an NFL designated funding agent. Usage of those funds plus interest eamed on those
funds are restricted or payment of the tiability for coaches'. front office emplovees” and
players’ deferred compensation. Ingcome earned on this account of approximately $104.000
and S98,000 for 1997 and 1998, respectively, is included in interest income on the
accompanying Stalement of Operations. At December 28, 1997 and December 29, 1996, the
fair market value approximates the cost of the Investment in (he Deferred Coanpensation

Fund.
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Employ ee Beneils Flans

Bell Rogzelle Pension Plan: The Ben Bell'Pete Rozetle NFL Plaver Retirement Plan s o

multi-emplover defied benefit pension pian covering plavers m the NFL. The combmed
contribution was 858,272 and $499.731 for 1997 and 1996, respectvely.

\FL Clyb Emplovers Pension Plan: Thas plan {“the Club Plan™) is & mult-emplover defined

benefit plan administered by the NFL and is maintaiped for the benefit of all cnaches and
emplovees except officers and players. The pension expense accrued and funded for 1he Club
Plan in 1997 and 1996 was 5334456 and $473.932. respecuvely.

National Football League Supplemental Emplovee Retirement Plan: This plan {"the NEL
SERP"} is an ungualified plan wiich provides benefits to certain coaches and front office

employees to supplzment benefits provided under the Club Plan. The amount charged 1o
pension expense and contnbuted 10 the Plap in 1997 and 1996 was $79.711 and $70.360,

respectively,

401(k) Savings Play The Company Sponsors a 401(Kk) savings plan under which eligible
cmployees may choose to save up 10 18 percent of salary income on a pre-tax hasis, subject
to certaitt IRS limits. The Company matches 30 percent of the employee's contribution up to
2.5% of salary or $3,750, whichever i¢ lower. The Company match for 1997 and 1996 was

542417 and S86,204. respectively.

Lines o Credit

As of December 28, 1997 and December 29, 1996. the Company had an unsecured line of
credil with a bank in (he amount of $10.000,000. Rorrowings under this agreement bear
mnterest, at the Company's option, at a floating rate based on the prime lending rate or at 1%
over the London Interbank Offered Rate. At December 29, 199G, $4.625.000 was
outstanding on the ling of credit. Interest expense on the line of credit borrowings for 1997

and 1996 was appraximately $322,000 and $246,000, respectively. The Comparny also has 2

demand credit agreement with its Parent {See Note 10}

On March 13, 1998, the Company increased its unsecured line of credit from $10.000.000 to
$25.000.000. Borrowings under this agreement bear interest, at the Company’s option, at 4
floating rate based on the prime lending rate, or either a fixed or floating rate of 1% over the
London Lnterbank Offered rate. In addition, the Company pays d commitment fee of .25%
per anaum on the average daily unused balance, The entire unpaid principal balance with il

acerued and unpaid interest 1s due August 30. 1998.

10



A1 December 25,1997 and Decamber 29, [ 906G, the Company hias extended rencwanle Yenwers
of credis torahing 52.135.000 as callateral for pavment of losses, loss expenses and apphicsbly
ioss assessment expenses neurred under the Company’'s workers' compensation insurancs
policies. Mo amounts were drawn on at December 28 1997 The Company also has tetter off
credit commitments in relation o Jack Kent Cooke Stadium. Inc. *JKC Saadium, Ine. 7 (See
Note 1))

Linder the terms cf the 1993 Collective Bargaimung Agreement, Arucle L, between the NFL
Management Covncil (“NELMO™) and the NFL Plavers Association ("NFLPA™) NFI
plavers with tweo or more vears of credited service are entitled to severance pav benefils.
Each eligible playsr will receive severance pay of $5.000 for each season plaved belore 19493
and S10,000 for cach season plaved between 1993 and 1999, Additions 10 the severance
benefits liabality in 1997 and 1996 were S610,000 and $625,000, respectively.

Broadeast Revenus

The Company receives revenue for the broadcast of NFL games on both local and national
radig and television nebworks. The current NFL network television contract, which covers
the 1994-1997 seasons, provides for the broadcast of the NFL preseason, regular season and
postseason games Revenue from the NFL network television contract is divided equally
among the 30 cument NFL Member Teams. For the 1997 and 1996 seasons. the Company's
share of the NFL national nerwork television revenues was approximately 539,500,000 and
£39,100,000, respectively, which does not include revenue eamed from prescason play.
Tetal national network television broadcast revenue is allocated between the regular and
posiseason based on Weilsen ratings and is recorded by the Company m the fiscal vear in
which the games are played.

11
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The prosision {benelin for income taxes for Liscal 1997 and 1996 consists of:

1997 1996
Current:
Federal 5 1.629. 800 -
Siate 250,800 S_719.500
_LBR0.600 _ 185040
Deferred;
Federai {1,346, 700) 1,155,280
State {218,800} 172200

(Laos 500y 1130000
$_315100 52049500

The provision {or income taxes is determined in accordance with Statement of Financial
Accounting Standards (SFAS) Ne. 109, “Accounting for Income Taxes”, which requires that
the consolidated amount of current and deferred income tax expensc for a group that files a
consolidated income tax return be allocated among members of the group when those
members 1ssue separate financial statements. Under the terms of the tax sharing agreement
{sec Note 13, the Company did not have a current Federal tax liahihity to the Parent at
December 28, 1997. In accordance with SFAS 109, the current Federal provision of
51,629,900 has be2n recorded as a capital contribution by the Parent.

The Company used net operating loss carryforwards of approximately 510,680,000 to fully
offset the 1996 provision for federal income taxes and approximately $2.320,000 10 offset the
1996 state tax provision.

The Company prcvides deferred taxes for temporary difierences between the bock basis of
assels and labilimes for financial repotting purpeses and the book basis of assets and
liabilities for tax retum purposes. The net deferred tax asset {liability) is attributable to the

fotlowing:



Decemper 28,

December 24,

qq° LY

Deferred compensatian S5 2201500 5 2633000
Severance pay [.249.000 1,233,000
Fension costs & 10000 U700
Plaver litization 234,000 0000
Worker's compensation Q83.000 417.000
WFL revenue shaning 223,000

Other 56,000 43,000
{oss deferred tax asset L BT6 500 3637 000
Amortizahion of signing bonuses  {6,640,000) (6,715,000}
NFL revenue shaning - {227,000}
Depreciation {1000 (23,000)
Other _— - — L2000
Ciross deferred tax (liability) (6,641,000 (6.967.000)
Met deferred tax asset {liability)  § 2353500 S(1.330.000)

Deferred taxes result primarily from the accounting for signing bonuses, pension expenses,
deferred compensation and severance amangements in different periods for book and tax
pUIpoOses.

The NFL and its Member Clubs (collectively, the "League”) are engaged in vanows litigation,
as follows:

Development Squad Litigation: Developmental squad litigation first filed in May 1990 by

certain individual players, on behalf of themselves and all NFL players who signed
developmental squad contracts in 1989, was finally resolved on June 20, 1996 when the
Supreme Court affirmed a judgment in favor of the NFL.

New ots’ Litigation: A suit filed on May 16, 1991 by William H. Sullivan, Jr.
the former owner of the New England Patriots, against the NFL, twenty-one of the NFL
Member Clubs and the current and former commissioners, was finaily resolved in August of
1996 when the parties entered into a settlement agreement, pursuant to which the NFL has
paid Mr. Sullivan $11.5 million. This case has been dismissed by the court with prejudice.

In 1994, Francis Murray, 2 former minority owrer of the New England Pairiots (who was
also frotn time to time a member of one of the groups that appiied unsuccessiully for an

13



sxpansion ranclose in St Lowist filed swit an tederal Dhstnict Coart aganst the 51, 27 o
the Member Clubs. cermam Leaguc management and others.  The Complaint ajleves
viodantons of the Shemman AL 1s well as state law claims. The central allegation is that. us o
resutt of the NFL's pohcies prohitting public ownership and financing of evpansin
francinses with income from stadium leases, this fonmer minaniy owner {13 was unsuccessful
in tus struggle with the then majority owner (Viclor Kiam) for contrel over the Patnots and
wlnmately had e sell his interest in the team and (2} was unable to obtain an SXPaNsIon

franchize.

On December 1. 1994, the NFL filed a motion to dismess the complaint as to all the NFL
defendants, pnncipally on the ground that under applicable precedents in the Thurd Circuit.
there ean be no cause of action under the antitrust laws based on either the League's failure to
award an expansion franchise to the former minonty owner or its acis or emissions wirth
respect to the former minornty owner's failure to gain contro] of the Patriors.

On December 5, 1994, the NFL filed a further motion seeking a stay of discovery pending
decision on the motion to dismiss. The court heard arguments on these motions in January.
1995,

On June 26, 199¢, the District Court granted in part and denied in part the Leasue's motion,
as well as 2 parallel motion by the former majority owner of the Patriots. Among the claims
dismissed by the Court were those relating to relocation and expansion issues and those
directed at two former NFL owpers.

Discovery was campleted and 2 motion for summary judgment on the remaining claims was
filed on July 14, 1997, By order dated April 24, 1998, the court granted the summary
Judgment motion and entered judgment for all defendants. Plaintiffs have the right to appeal
the decision to the Third Court of Appeals.

A third suit was filed in Federal Distnct Count on November 16, 1994, by a former majority
owner of the New England Patriots and vanous corporate entities that once held an interest in
the Patriots. The defendants are the League, 22 of the then Member Clubs, and one of the
expansion ¢lubs. The Complaint alleges violations of the Sherman Act as well as state law
claims. all challenging the NFL's franchise relocation policies and alleged interference with
this majonty owner's asserted efforts to move the Patriots to another city or to sell the club o
a new owner who would move the team. The NFL answered the complaint on January 3,
1305,

14



Among the NFL's pnncipal defenses in this case 15 that the plamufls avreed w v en hes
claims o a binding release. which platnufis allege 15 not enforceable. On Februan 28 [uus
the NFL filed @ moten for summary judzment based upon the release; thal monon was
demed by the Distnict Court on Apnl 10, 1998 Discovery on the ments had been staved
pending deciston on the NFL summary judgment motion, but s expecied to resume later i
1995, The NFL has also filed a counterclaim in this filing of the case by the plamrtiffs
breachec thetr release of the NEFL and 15 seeking recovery of ils attomey”s fees.

Although the League and cutside counsel believe there are substantial legal defenses for the
above aclions, 1L 1s not presently possible to form an opinion as o the plaintiff's likelihood of
success at tnal or on the appeal or. in the event of success at tral, as to the possible amount
of datnages that may be assessed against the NFL. Accordingly, no reserve has been
recarded for this hhigation.

The NFL and its Member Clubs are tnvalved in various litigation with the Ctakland Raiders
(the "Raiders™}. On August 31, 1995, the NFL filed a complaint in U.S. District Court in the
Central District of California seeking declaratory and injunctive relief against the then Los
Angeles Raiders relating to the Raders' asserted desire 1o relocate to Oakland for the 1994
playing season and their failure to abide by the League's rules goveming the sharing of
certain ticket revenues. The Raiders subsequently relocated to Oakland for the 1595 plaving
season. In February 1996, the Raiders filed an answer to the NFL's complaint, denying the
matenal allegations of the compiaint and asserting various affirmative defenses. The Raiders
also filed counterclaims and a third party complaint alleging antitrust and various state law
claims ansing from the League's alleged conduct as it reiated to the Raiders purported
atternpt to relocatr in Oakland in 1994, and the Raiders actual relocation 1o Oakland in 1995

In October 1995, the Raiders and a number of governmental agencies from the City of
Jakland and the County of Alameda filed a complaint in 1.5, District Court in the Northem
[hstnet of California against the NFL, sixieen of its Member Clubs. the NFL Commissioner
and the NFL President alleging antitrust and state law claims similar 1o those made in the
counterclaim discussed above, as well as other claims asserting mismanagement and
negligence in connection with NFL Properties, Inc. ("NFL Properties") and the World
League of American Football (the "World League™). Together, the plaintiffs seek actual.
treble and punitive damages in excess of 5225 million. In january 1996, the NFL filed an

15
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can be pursued as compulsory counterclaims o the previous ¢ "y

desmissal of theyr ¢laims 1n this case. but not the Oakland enerje

claims in the state case discussed below:,

On May 17, 1996, the Court in the Northern District action granted tne .., _
transfer the Oakland Entities” claims to the Ceniral District.

O Tulv 1, 1996 the NFL moved for summary judgment on its request for judicisl viglidation
of its relocation and revenue-shanng rdes. The NFL also moved for summary Judenient o
all of the Raiders™ counterclaims that were then pending.

On August 27, 1996, the Raiders filed a first amended counterclaim and third-pary
complaint, which added claims for breach of contract. breach of the impliad covenant of geod
taith and fair dealing, breach of hiduciary duty and declaratory relief slemming from the
Raiders’ failed effort 1o relocate to Hollywood Park.

On lanuary 27, 1997, the Raiders filed a second amended counterclaim and third-panty
complaint, which added claims for interference with contractual relations relating to the
Raiders® relocation 1> Oakland {the “Qakland Interference Claims”} and interference with
prospective economic advantage in connection with the Raiders’ failed negotiations with
Hallywood Park (the “Hollywood Park Claims™).

On May 22, 1997, the District Court denied certain motions for summary judgment filed by
the NFL parties at the oulset of discovery. In October 1997, the NFL and the Oakland
Entities reached a tentative settlement of their disputes In this case. That settlement is.
pursuant to a contractual arrangement between the Qakland Entities and the Raiders, subject
1o approval by the Raiders. At this point the Raiders have rejected the Oakland Entities’
request for such appreval. The Oakland Entities’ have filed a motion with the Coun secking,
among other things, an order that the Raiders specifically perform their obiigation to approve
the NFL/Qakland Entities” settlement. That motion is pending before the Court, but wiil not
be resolved until the conclusion of Court-ordered settlement negotiations. Fact discovery has
ended in the case. The parties are cunrently engaged in expert discovery, which they expect

will be cencluded within the next few months.
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In November 1937, the NFL filed oo motions for pamal surmmary judement wamse <l
Raiders’ claims  These motions seek dismissal of the Raiders’ 1994 Relocation Claims, (e
Hollvwaod Park. Clums and the Gakland interference Clamm. At the same lime. the Ruders
tiled @ monion for parual summary jndgment. asking the Court (o strike certan of the ~FLos
affimative defenses to the Rarders” claims. in respense to the Raders’ monan far partiaf
summary Judgrent. the NFL filed a cross-mouen. seeking judgment of the Raiders' 1945
Relocation Claims. In response o the NFL's motons for partial summary Judgment. the
Raiders’ abandoned their Oakland Interference Claim (but filed opposilions 1o the balance of
the NFL's motions). These motions are currently pending before the Court. but will not he

resolved unul thz conclusion of Court-ordered settlement negotiations.

In February 1994, the Raiders filed a separate complaint in California Superior Court against
the NFL, sixtesn of its Member Clubs, the NFL Commissioner, the NFL Prasident, NFL
Properties and the World League. The complaint included certain of the ciaims onginally
brought 1n the Reiders Northern District federal case discussed above.

On July 12, 1956, the Court granted the League defendants’ motion to strike and partial

demurrer in part leaving only one claim in the case, for an accounting against the World
League.

On September 20, 1996, the Raiders filed a First Amended {Zomplaint in the state court case.
contamning 14 caJses of action, variously brought against the same defandants the onginal
complaint named, plus N¥L Enterprises.

On October 18, 19986, the League defendants filed a demusrer to the Raiders’ First Amended
Complaint. The (Court issued a decision on December 17, 1996, and an amended decision on
Decerber 20, 1936, sustaining in part, and overruling in part the demurrer and, on ils own
accard, striking partions of two accounting claims.

On February 14, 1997, the Raiders filed a Second Amended Complaint, containing  ‘een
causes of aclion variously asserted against the same League defendants named in the First
Amended Compluint. The causes of action include claims related Lo the operations of the
World League; claims alleging breaches of alleged Rduciary duties; dervative claims
purpartedly on behalf of member clubs; claims relating to the operations of NFL Properties;
claims relating 1o the Raiders’ obligations 1o contribute to the expense of the settlemem of the



New Enpland Patnots higatien. and claimes relaling (o revenues venerated throweh i

broadcast of preseasnn gcames.

On Marzh 6, 1997, the League defendants filed a demurrer with respect to the claims relating
to alleged breaches of fiduciary duty. and summary judgment motions with Tespect ta the
dertvative claims and the New England Patriots claims. The Court heard argument on the
motions on May 3. 1997, but has not vet issued a ruling.

Om December 22, 1997, the Raiders filed a Third Amended Complaint which cited a varieny
afl claims including breach of contract, breach of fiductary durv, fraud, neuligent
misrepresentation, trademark and trade infringement, right to an accounting and declaratory
relief.

Many of the claims are brought derivativelv on behalf of the League and one or more of the
NFL for-profit entities (NFL Enterprises, Ing., NFL Enterprises, L.P., or NFL Propenties.
Inc.} on the grounds that demand for suit on these entities would have been futile, allegediy
because 2 majonty of the member clubs of the League, and of the directors on the board of
dircetors of the NFL Entities, are dominated and controlled by the Commissioner and the
President, and therefore Jack independent judgment. The Raiders seek compensatory and
pumitive damages in amounts according o proof, declaratory and injunctive relief.
accountings, restitution, prejudgment and postjudgment interest and costs. A Jury trial has
been demanded by the Raiders,

Tral was previously scheduled to commence on February 10, 1998, but was continued
indefinitely when the Court granted the Raiders' motion for leave 1o file its Third Amended
Complaint in December 1997,

On February 3, 1998, centain of the NFL Defendants petittoned the Superior Court for an
order compelling arbitration of three claims in the Third Amended Complaint and for a stay
of the entire action pending completion of the arbitration. On Mareh 9, 1998, the Coun
denied the motion (the “March 9 Order™). On March 12, 1958, certain of the NFL
Defendants filed a notice of appeal of the trial court's March 9 Order with the California
Distniet Court of Appeal. On March 19, 1998, the Raiders moved for an order setting a
Scprember 1998 trial date on all causes of action and directing ali defendants o proceed 1o
tnal on all claims. The NFL Defendants’ apposition 1o the motion was filed March 31, 1998,
On April 17, 199¢, the superior court set a trial date of Apnl 19, 1999, and ordered the action
to proceed, excep! that it will not take any action that will result in a judgment being entered

[8
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o1 the three claims tn the third amended complaint of which [he NL detendanis soeic
arhitration.

Creneral:

Althoigh the ulimate outcome of the above Raiders cases s uncertam, the NFL and ¢

counsel belie-e that thex have several valid and meritonous defenses ta the clatms angd

counterclaims made by the Raiders. Accordingly, no reserve is matntaitied for this iitioanen
In the accompinving financial Slaternents.

~F sunday Tickes Ltigation

In July 1997, a class action was filed in federai court in Philadelphia against the League and
five member ¢ ubs, Plaintiffs, residential subscribers to NFL Sunday Ticker, allege that the
sale of all Sunday afternoon game telecasts exclusively as a package constitutes a violation of
federal antitrust Jaws, They seek an tnjunction and atomey’s fees, but not damages. In
October 1997, the defendants filed a motion o dismiss. Briefing on the motion has been
completed. No date for ora] argument has been set.

In November 1995, the operators of Astrodome USA in Houston, Texas, brousht a tlurd
panty acuon in faderal Distriet Court against the NFL chalienging (t) the League's decizion 1o
cancel an August 19, 1995, exhibition game on the grounds that the condition of the arttficial
turf in the Astrodome posed a danger to player safety, and (i) statements allegedly made by
League Officials afier the game caneellation conceming the suitability of the Astrodome as 4
venue for professional football games. The causes of action inciude negligence, fraud.
Conspiracy, toruous interference and business disparagement. The piaintiff seeks hoth actual
and punitive damages of an unspecified amount. The NFL has filed a motion to dismiss (his
complaint,

On Apnl 11, 1937, the Court granted the motion for summary judgtnent and dismissed a)l
claims against the League. On July 3, 1997, the coun entered a fina consett judgment

effecting the settlement agreement and mutual release entered into by all parties to the
litigation
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S bows Libeation

In December 1995, an action was filed in federal Disimct Coun by the St Lows Com ensyoe
and Visuors Commassion against the NFL and 24 of 1te member clubs. Tlus complim
alieges that the League defendants impeded the relacation of the Rams frem Los Anveles o
St. Louis and resirained trade in an asserted stadium market in violatton of Sectians | and
of the Sherman Act as well as the Missoun aniitrust laws. The complaint atso asserty 1oy
claims. On November 10, 1947, in the midst of 2 inial that had been underway for five
weeks, the Disiriet Court directed a verdicr for defendants on all counts. The St Lours
Convention and Visitors Commission has filed an appeal i the U.S. Count of Appeals i the
Eighth Circuit. Briefing is now underway,

Although the League and its outside counsel believe that there are subsiantial legal defenses
for the above aspeal, it is not presently possible to form an opinion as to the plaintiffs
likelihood of success ar, in the event of success, the possible amount of damages that may be
assessed agamnst the NFL if the elaim is retried. Accordingiy, no reserve is maintained in the
accompanying financial statements for this litigation.

Sgtlied Player-Related Litigation
NFLPA 1987 Strike Litigation: The NFLPA had brought an unfair labor practice charpe

against the NFL, the NFLMC and the 28 member clubs before the National Labor Relations
Board. The NFLPA sought back pay as a result of Management Council's determination not
to allow striking alayers to return to club resters for the first game following the termination
of the strike in October 1987.

NFLPA Antitrust Litivation: A number of actions were filed in the past few vears by either
the NFLPA and’er individual plaver plaintiffs, on behalf of themseives or small groups of
players andfer or behalf of alleged classes of NFL players, agatnst the NFL and the 28
member clubs. Plaintiffs in these various actions sought a declaration that the antitrust tabor
exemmplicr: appiiceble to collectively-bargained "player restraints”, including rules goveming
movement among teams of veteran free agents, the college draft and the standard plaver
contract, had exprred and the continued appiication of these provisions by the NFL was,
therefore. in viclation of the antitrust laws. Plaintiffs also sought an injunction against the
continuing application of these alleged restraints to NFL plavers. In addition, plaintiffs
sought damages, to be (rebled under the antitrust laws, allegedly caused by the past
application of these restraints o NFL piayers in the 1989 through 1992 seasons and
continued adherence to these practices.
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Sxitement: On January 6. 1993, the Leaguc and the plasers announced a wlobai selticment
{the "Settlerient™) of a wide range of plaver-relaled liteeanion. Including the NFLPY 19g-
ke Lingation and the cases related 1o the NFLPA Anttrust Litiganion referred 1o qhuo. o
That Senierent was reached after extensiy e negoltations with atornevs for the piavers and
representatnes of the NFLPA. Onp Apnl 30, 1993, the United Stares Dustricr Court in
Minneapaolis found the Settlement to be "fatr, feasanable and adequare” and permarnently
enjoined 2ll members of the plaintiff ciass from further prosecution of pending lawsuits
challenging the same plaver practices at jssue above and from iniuating anv such acuons in
the future. Cm August 20, 1993, the Distnee Court granted final approval to the Senlement
and ¢ntered a4 final consent ludgment.  After unsuccessful appeals 10 hoth the Court oy
Appeals and the Supreme Court by some of the players and one team. the Settlement became
final un July 7, 1995

The key struciural terms of the Setilement meiude revisions to the college drafi, limitations
On coniracl negotiations for entry jevel players, agreement on eligibility requirements for
Players as unrestricted free agents and the institution of a saiary cap if player costs reach
specified leveis.

The fitnancial erms eal] for the member clubs to make overail payments of 5195 million,
according to the following schedule- {a} $70 miilion within (e days of the final consent
judgment; (b) $27 million by QOctober 15, 1993; and (¢} the remaining $98 million in five
equal tnstallments of $19.6 million on October I5 of each year from 1904 through 1998, Na
interest was 1o be due on any of the payments. Of the total manetary payment, S10 million
was paid 10 the NFLPA in settfement of cenain ficensing litigation, In the event the
Settlement is terminated prior to its stated expiration, the member clubs will be entitied 1o
TECOver, or decline to pay, certain of these amounts.

In addition, as settlement of centain licensing [itigation, the mnember clubs are to pay to the
NFLPA berween February 28, 1994, and February 28, 2000, a fixed annual payment plus a
CONtingent paynient based upon specified trading card royalties. not to exceed a tota) of §5
miilion. These payments range from a total minimum of approximately 315 million to a total
maximum of £33 million,

The NFLPA, again acting as the exclusive collective bargaining agemt for NFL plavers,
agreed on May €, 1993, to a new Collective Bargaining Agreement that incorporates in large
part {and modifies in cerain operational respects) the temms of the Settlement. The new
Collective Bargaining Agreement was ratified by a majority of NFLPA members.



At December 250 1997 and December 290 199G, the Company kas o babkihoe i he
accompanying balance sheet representing the present value tcampuied with an effvctive

annuaf rate of aparoximately 4%) of its remaming share of the Gnancial setttenment.

Dunng 1994, the Executive Committes reached agreement on a number of still-ourstanding
tssues from the Sertlement. As part of this agreement. and i retum for concess|ons by the
NFLPA, the Executive Comemittec agreed that, subject to cemain limitations. the member
clubs wculd pay the emplovers” share of withholding raxes on settlement fund distribmions.
The total amoun’ of such taxes to be paid is not susceptibie to estimation by the NFL at this
ume and no amounts for taxes on future distibutions have been reflected in the
accompanying financial statements. During the vears ended March 31, 1998 and 1997, 4
total of 51.9 million (567,289 per club) and §1.7 million {360,723 per club), respectively,
was pard relating to the employer share of taxes on the $147.3 muliion of disinbutions made
to date.

In 1997, the WFL moved the Distoct Court for an order declanng that the Court no longer
had continuing jurisdiction over the disputes berween the NFL and the NFLPA. The Court
denied that moticn, and the NFL appealed the denial to the United States Court of Appeals
for the Eighth Circuit. By agreement of the parties, the appeal in the Eighth Circuit has been
staved pending finalization of negotiations betweent the NFL and the NFLPA to extend the
current Coilective Bargaining Agreement.

Other Litigation: The NFL and its member clubs are involved in varicus other litigation
incidenta; to their businesses. The cost of any claims ultimately paid with respect to these
matters eonstitute cxpenses to be shared equally among the member clubs of the NFL in
accordance with provisions of the NFL Constitution and Bylaws. Payment of these
contingencies may be made through assessments to the member clubs by the League Office.
In the opinion of the League’s management and outside legal counsel, the ultimate resoluton
of these nither vanous litigation issues will not have a material effect on the NFL and s

member clubs.
~lev . s . .

In connection with the settlement of certain litigalion relating to the proposed move of the
Cleveianc Brown: to Baltimore. the City of Cleveland. the League, Cleveland Browns, Inc.
{("CBI™), the Cieveland Stadium Corporation (*CSC™), Arthur B. Modell and the Maryland
Stadium Authority (*“MSA™) have concluded certain agreemenis that among other things {1}
permitted CBI (o relocate its NFL franchise to Baltimore (where it is now known as lhe

Pk
1
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Baltimore Ravensi, (uj required CBI to relinquish all nghi title and ime srestn the Clevelaw
Browns team nime, colers. swory and hertage and transfer them o otrust 1o (he
Camnussianer of the NFL for the benefit of the Cits of Cleveland pending transfer 1o (e
new owner of the Cleveland NFL franchise. (i} wit] require the League to locate an NFL
franchise 1n Cleveland upen completion by the City of Cleveland of construction of 3 pew
stadium and satisfaction of certain other conditions. {iv} will require the Leazue upon
sausfaction of cerfain conditions o provide certain funds to assist the City of Cleveland in
paving costs of constructing a new stadium and (v) require CB1 and CSC 1o pay damages 1o
the City of Cleveland in settlement of the above-referenced litigation filed by the City of
Cleveland and in constderation of early tenmination of their leases with the City of Cleveland.

In these agreemen:s, the NFL has committed to contribute (thuough an affiliated entity) up to
2 maximum of $4% million to pay for cenain construction and other costs related 1o the new
stadium betng constructed by the City of Cleveland which is expected to be completed and
availabte for League play pnor to commencement of the 1999 NFL season and has entered
nto a leage for the new stadium ag nominee for the Cleveland Browns Franchise to begin play
in 199% {which lease will be assigned 1o such Ffranchise when such franchise is awarded).
The NFL currently anticipates that League centributions will be funded from a vanety of

sources, including the sale of premuun seating and permanent seat licenses at the new

stadium,
Workers” Compersalion Insurance: The Company maintains workers' compensation

insurance coverage for which premium charges have previously been assessed based upon
participation w Virginia's assigned risk pool. A court decision stated that all plavers who
have played in a professional football game in the District of Columbia are entitled to
benefits in accordance with the District of Columbia's workers' compensation law. As a
result of this court decision, the Company's insurance carrier assessed additional premivms
relating to prior policy years in the amount of $5.9 miltion for the difference in coverage
costs herween part cipating in the District of Columbia's and Virginia's assigned risk pools.
On Gcrober 20, 1994, the Company's insurance carrier filed a lawsuit in the U.S. District
Court for the District of Columbia. The Company filed its reply brief and reply
memorandum m support of its motion to dismiss on December 9, 1594, The Company's
request for status conference and oral argument en its motion to dismiss was filed on July 21,
1995, The Company's motion to dismiss was denied. The Company filed its counterciaim
on November 13, 1995, On August 26, 1996, the Court granted the Company’s motion [or
summary judement thus defeating the insurance carrier’s ¢laim. The Court alse eranted the



INEUrANCE TAMIET § monon for summary judament, therels deteating the Compr

clatm.

On October 27, 1997, the U5, Court of Appeals for the Distrier of Columbig reve,

arant of summary judgment 1 favor of the Company on the tnsurance camer's ;_-i;':n";r‘w- .

addinonal premiuris and remanded to the Distnict court with instnicuions to enter summary
Judgment for the insurance camer on this claim. The Company filed a petition for relearine

and & sugeestion fcr reheanng en banc in the Court of Appeals on November 26 1907

On January 22, 1398, Judge Green entered an Order postpening the commencement of
proceedings on remand until afier any proceedings in the Supreme Coun have been

concluded,

The Company filed a Petition for Writ of Certioran with the 1.8, Supreme Court on March
t0, 1998, The insirance camer filed its opposilion to the Petition for Wit and the Company
thereafter filed . Feply Briel

Cr April 200, 1998, the Supreme Court dented the Company’s writ.

(Unaudited) On May 6, 1998, the Company fiied a motion for summary judgment on the
tssue of darmages :nd memorandum regarding its rights to set-off and recoupment and the
applicability of DC code 36-303 (a-3),

A [inal outcome is not yet determinable and accordingly, the Company has not recorded any

amounts in the accempanying financial stalements.

. Related Papty Trans actions

Ling of Credit: Th: Company has a demand credit agreement in the amount of $20.000,000
with its Parent. Urder the terms of the agreement, interest accrues at the Applicable Federal
Kate (AFR). The asplicable rates at December 78, 1997 and December 29, 1996 ware 5.91%
and 5.88%, respectively. The Company recognized interest expetse of approximately S0 and
$436.000 in 1997 and 1996, respectively. No amounts were outstanding at December 28,
1997 and Decembe: 29, 1994,

Intefcompany Payasle: At December 28, 1997, the Company had net payables of $520,871
due to the Farent,

Agreements_with JKC Stadium [ng: The Company has entered into a thirty-year lease

agreement with JKC Stadium Inc for the use of the stadiurm as the home fieid of the

24
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Washingwon Redskins  Revenue denived from ncket sales are recogured By the Compung
Rent s caiculated ar the rate of 13% of net hame zame ticket sales Duninye fiscal 1997, e

Company recorde. rent expense of 54418791 under this lease agreement,

In comunation with the copstruction and operatan of Jack Kem Cooke Siadium. the
Company 15 3 party 1o a thirty-vear agreement with the Stale of Marvland and Prince
(George’s County. A provision of this agreement requires creation and issuance of onv share
of preferred siock. The holder of this share has certain nghts of approval with respect 1o
certain potental transactions and 1s entitled to a hquidation pavment of 5100 per share upon
liquidation of the Company or redempuen of the preferred steck.  Redempuon of the
preferred stock is at the option of the Company any time on or afier the 30" anmversary of
the first home garre at the new stadium or August 31, 2027, whichever 1s later, Aside (rom
the specific approval rights and liquidatton payment referenced ahove, the holder of the
preferred stock has no veting nghts and has no nght (0 receive dividends or other

distnbutions.

As part of the fifteen-vear financing agreement entered into dunng fiscal 1997 for the
constiuction of the new stadium, the Company made certain guarantees to JKC Stadium Ine
to provide certain funding until, but not beyond, the time at which club seat premium
revetties, Juxury siite premium revenues, qualifving advenrtising and other revenues achieve
required levels (© meet contractuaily obligated income from operations, and also to ensure
rettt under the stediom lease meets mimimum actual levels of $3,500,000 n 1997 and
$4.000,000 in 1998 and bevond. The Company did not provide any funding during fiscal
1997 under (hese puarantees.

At December 28, 1997, the Company had net receivables of 31,967,087 due from JKC
Stadium Inc,

Cuarantees; Dunng 1997, the Company guaranteed ietters of credit totaling $1.874,686 for
JKC Stadium [ne. No amounts were outstanding at December 28, 1997,

Leases: The Company entered into a five-year operating lease for office space with Redskin
Park inc, an affiliated entity wholly-owned by the Parent, which commenced on Fuly 26,
1996, The minimum lease payments are not of equal amounts and escalate dunng the Life of
the lease and the corresponding rent expense is recognized on a straight-line basis over the
term of the lease. The Company recognized rent expense of approximately $4,392.000 and
S1.757.000 duning 1997 and 1996, respectively. '



The future mimimum lease pavments due under the non-cancclabic operanng case are

approvimately as follows:

Operaung Lease

Year Ended Payvipgnts
1908 S 1876000
1594 2.064.000
2000 7,235,000
2001 6. 158,000

$ 17,333,000
26
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To the Stockholder
of Pro-Foothall Inc

In cur opinion, the accompanving other financial informartion is fairky stated. in all
matenal respects, in relation to the basic financial statements taken as a whole. of Pro-
Football Inc for the years ended December 28, 1997 and December 29, 1996, which is
covered by our report dated Apnl 24, 1998 presented in the first section of this
document. Our audits were made for the purpose of forming an opinion on the bastc
financial statements taken as a whole. This other financial information is presented for
the purpose of additional analysis and is not a required part of the basic financial
stalemnents.  Such other fAnancial information has been subjected to the auditing
procedures applied in our audits of the basic financial statements.

‘éla'e }JM Lol

Apni 24, 1998



PRO-FOOTEAL’

SCHEDULES OF GAM

EAtS

Home games, net after visting teams’ share
and admission taxes
Foad games 5,900,288
Pressason games visitors share, net of admission laxes;
preseason gamnes hosts share, net after visiting teams’
share admission taxes 2,450,353 20021.960

Total gamie revene § 27859142 516790381

28




SCHEDULES OF BROADCAST REVENLUT

Prezeason:
Radio
Televisian

Repular:
Radio
Television

Posiseason:
Radio
Television

Tota] broadcast revent &

PRO-FOOTBALL INC

29

Forthe Yearc Eouded

December 28,

December 29

1997 1990

3 800,000 5 40,000
1.510.460 1,505,443
2,310,460 2,205,443
3,399,000 2,930,000
31,467,586 J1178.534
34,866,586 34,108,536
8,273,829 7.911,215
8,273,829 7911,215

3 45450875 ¥ 44375194




Stadium expense-

Rent

Secunty

Other
Travel:

Arr

Food and fodging
Freseason game expense
Band and halfiime
Local transportation
Postseason game expense

Total game expenszs

PRO-FOOTBAILL INC

SCHEDULES OF GAME EXPENSES

30

Eor the Years Ended

Dizcember 28,

December 24,

1997 1990
> 4418791 S 1,704,203
71178
134,133 351,349
560,629 524,629
267,399 198,461
399,052 327,881
39,891 3,690
39,923 35,632
1,100 2,300

3 5,880,91%

S 3447383



PRO-FOOTBALL [NC

SCHEDULES OF PLAYER EXPENSES

For the Yearzs Ended

December 28,

997

Salanes:

Preseason 5 431,500

Regular season 26,670,760

Incentive honuses 2,780,000
Medical 321,242
Severance pay 610,000
Termination pay 86,030
Travel and per diems 72,990
Payroll taxes 1,057,678
Retirement and insurance 1,400,534
Worker's compensation insurance 2,901,285
Cnevances and claims settlements 448,000
Moving -
COffzeason workouts 219073
Total player expens:s ¥ 36,999,080

Dezember 29
1994

A 373,368

206,470
625,000

(20,941)
72175
808,400
1,251,658
947 442
579,412
12,680
269 996

31

§ 32,696,408
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Salanes;
Coaching
Scouting
Other

Equipment

Laundry

Photography

insurance

Training camp

Spiing training
Scouting service
Computer services
Travei

Moving
Miscellaneons

Total tcam exper.ses

PRO-FOOTBALL INC

SCHEDULES OF TE AN EAXPENSES

32

Forthe Years Ended

December 25,

Drecember 29

t9G7 199G
S 2795904 3 26437306
902,300 830,636
380,052 345.57]
45,493 43,033
34,447 39,431
92118 105,803
90,304 30,6594
324,918 335,380
357,606 286,488
133,723 128.320
37,081 -
1.183,264 1.042.646
64,861 --
28,166 31LE93
S 6,671,237 S 0117631
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PRO-FOOTBALL [NC

SCHEDULES OF GENERAL AND ADMINISTRATIVE EXPENSES

League assessments

Strke fund expense

Fayroll and other taxes
Salanes-administrative
Salaries-publicity and promotion
Rent

Insurance

Reurement

Telephone

Legal and audit

Management fees

Fublicity and protnotion, other than salaries
Repairs and niainienance

Loss on disposal/cale of assets
Trave|

Urilintes

Office supplies
Automohile

Postage

Contnbutions

Dues and subseriptions
Miscellaneous

Total general and administrative expenses

33

Forthe Years Ended

December 28,

December 9,

1997 1946
S 2,662,494 S 2,232.3500
- FOG0,000
480,420 403 08S
1,664 638 1,200,386
217,293 189,595
4,399,452 1,756,533
304,907 363,605
697,355 630.496
193,204 163,508
407,224 617,930
17,872 12,432
80,927 63632
136,743 141,163
17,574 64,160
86,740 10,143
159,550 169,379
102,564 96,908
20,234 14,628
81,453 54,913
9,000 8,500
15,928 16,010
137,328 17,222
s 11,856.909 $ 9,346,711
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PRO-FOOTBALL INC

SCHEDULES OF TICKET QFFICE EXPENSES

Forihe Years Ended

Decembar 35, Drecember 24
1997 | G896
Salaries 5 72,182 S 138033
Computer 45,032 2704
Other 190,315 LO1.56%
Total ticket office expenses S 307,529 S 242,306
34
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XIIL  CONSOLIRATED FINANCIAL STATEMENTS

Set (orth below are the consolidated eamings and cash flow forecast Tor
the fiscal year ending December 31, 1998, as well as the consolidatad
balance sheet forecast for December 31, 1998, for the Football Assets,

Please nole that some of the figures may not add due 1o rounding.

Consolftaled Earnings Forecast — Fiscal Year Ending December 31, 1992 (SMM)

Ravenuss
Brgadcas| Agvenues — Natonal
Broadeas] Havinuaes - Lesal
Mat Ticke! Ravenies
Mel Lcerse Fees
MFL Properias, Entarprisas & Frms
Aetvartising
Fiood and Beverage Concessins
Parking
Othwar
Fant
Testal

Expenses
Plysr Casts
General and Adminisiative
Team Expansas
Game Expersas
League Assessmens
Chear Events
kkarkaring Cerbar
Trxal Cifca
Stafinm Ranl
Teginieg Facity Rerd
Total

EBMTDA

Armeatization
Depreciation

Earnings Before inlerest & Taxes

Iritarest Income
Iarest Experse

Ermings Belore Taxes

Taxes
Hal Incoma

Cheweland Expansion Feas [after-Lax}
Prior Pariod Adjustmen

Adjusted Net Income

kiites- Consal-

PFI HECE] RPI company lated
5 54 ¥y - 5 - 5 - § Cdg
6.0 — - — 3]
ns 26 — — 0
— b — — Hi

&Y — - — Ly

-~ KR - - 34

— 2y — — 237

— 2y — — a7

i K] 0E — — 15

— 5T A {96 —

§ w3 § 424 § 40 § (9. 12
LA 5: - + - £ - § 454
47 6.4 01 — 12
&6 — - — EE
13 2.9 — a4
aa — — — 34

- 23 — 23

— DE — — ne

oo 1.6 — - il
L — — |57 -
_ 40 — ~ ___#g =
$ 708 120 § 01 5 96 $ T3S
§ IBD ¥ 359 § o8 5 - i BT
135 04 — — 145
0z Al __ba — 15

¥ 133 § 282 $ 3B 5 - § 455
HE] 15 ] (02 1B
4] {1424 [1. 0z (155

$ 139 § 155 § 15 i — § b
£A 40 10 14

§ A5 $ 15 § 15 y - § 1S
10 — — — 1.3
— ol -- n2

$ 5 £ 1T § 15 y - § axx




. 4 8 F N S FESENEEDENBSEED

Consofideted Cash Flow Foracast - Fiscal Year Ending December 31, 1845 (LAl L)

inless Congal-
PFI JKCSI ) RPI Lompaty idated

Cash Flow From Oparating Activities

Adfjsled et leome LI 5 17 FOIE $ - £ are
Amoiizahen 1348 0B - - 145
Ceprecaton e T k| - 75
Decreasafineredsel i Assels
Ageounts Redeneabta 110 0.2 21 — - 127
Accounts Feceivable - StaaiCounly 1 - 245 - - 205
Other Racaivaties [y - - - [ 8]
O fom IKCSE 100 - — 1.0 -
Dus Trom PFI — — (2.1 21 -
Pregad Expenses 0.3 (L3 - - 1o
Franchisa Fights Aecarable i3] - - — G
Unamaonized Player Siring Bonuses {28.1} - - - 2813
Cithar - oo 0.z — qi
IncreaseDacnes 55l i Linbities
Aroounts Payakda (5.1 {5.4) — — 15|
D 11 JHE [5) — . — [0 5)
Chis ks PFI — 10 — .o —
Due ta AP 21 - — 21 -
Accrued Expenses [ 1u.n — - [7E|
ACed Payrmoi and Cefered Comp L E — - - 24
Staky Tares Payable 5.1 24 1.0 - .5
Player Litigation Setiemand (0.7 - - - M0
Dedomed Income & & (0.1 - - b.F
Saverance Py Lebility &a — — -- aa
Dalarred ncorme Tares — [£F]] -- — 2
brerest Payatble - 0. {0.0y - 04
Cithwar - 1] - __ — __ bb
Ml $ 7 P ez L I P — ¥ 5
Cash Flow frem kivesting Activities
Capital Expendil ws. $ Ry sme s - 5 — (34.2)
Mel i o3 % [359) I - ¢ - L )|
Cath Flow from Flnancing Activities
Bomewings From (Faymerds To) JKGI I b 26 ¥ 02 5§ - § 280
Bomowinigs Linger Lines of Cradil 457 124 - — 5.1
Princapal Paymends [HE.7 (5% w0 - 3.3
Hal P- ¥ itam 508 3 - 3 {204
het ncreanafDecreasa) in Cazh $ X4 $ [15) ¥ 01 L — $ BB
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AGEETS

CanTenl Agssls
Cash and Marketabée Securdies
Aestacied Cash ™
ool Recavable
Actounts Recenable - Safe/Couny
Cihv Heceivables
Fard F stonab
Deterred Income Taees
Chpar Fromm JECSI
Prepad Rant
Franchige Aghts Fee s Racaivable
Frepaid Erperses
Total

MFL Franclase B

Progerty, Plent & Equipment
Land & Land Improve ments
Buiding
Equapmanl
155 ACCAIMTILAGLES [eprecaion
Herd

(vhver Assely
Cup From JKCI i
Gularmedt Charilatle Cordritutions
Player Signing Bonuses, Kel
mvesimenl i NFL Enities
Fimarcing Cosls
i
Tolal

Total Asaela

ol

Consolidated Balance Sheet Forecasl - December 31, 1938 ($MM)

Inler- Consol:

PFi JKCSI 4] company idated
£ 1E4 £ 09 £ OF - £ 170
6.2 va - - M0
h4 11 — - 1.4

- 2 — - nz

15 — — — 16

— — 5E (5.6} -

45 — — — 4.3
an — — i) -

— 14 — — 14

- 04 - - Qe

0.1 - = - 01

§ M LA £ &2 § (A5 § B3
£ EE 5 - L 5} - & 68
5§ - 3 47 $ ES H - 5 147
n1 S 4 55 — 1910
21 Fr L iz — 241
UE e e = g
§ 07 4 0s § 103 ¥ — § 2121
i - ¥ - £ 148 5 - § 149
— 42 — — 42
M3 - - - H3
0.1 — - — 21

- RE 01 — Lo

_ fd - : — — {0
$ A § 0D $ 159 £ - $ 594
§ 75 § 422 32 % (B9 § M1E
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SECTIHON X1

Consolldated Balance Sheet Forecast - December 31, 1998 [$M)
{zontinued)

Inter- Consol-
PFI JKCS| RP! tompany  idaled
gl KHOLDERS
Current Liabilities
Actounits Palgble P13 3 o4 i - 5 - i o
Accrved Liabilties &5 1 — — 5.
Acenged oome Tages - 40 1.0 - 50
Indarnasd Fayahla - 1.1 0.1 - 12
Ineoie Tares Payabl 55 — — - 55
Monpage Fayablg — Cutrerd Porion ™ — bk 10 — TE
Cdamed Ravanye Al 2.0 05 - - 15
Cedered Tar Limbility — 10 — - 10
G b JKCH 1k} iz — - 41
D ko PFI — an (a0 —
AocrLdd Paytoll & Deferrad Comp PR — - — 08
Toaal $ W5 5 2 L - ¥ 3 517
Ctheer Lindiliities
Mortgage Pawabie - Bank ™ PEo— § 1490 § 1213 L T § 1617
Morigage Payable - JKT| fir - 25 — - 25
Prervimn Seats Securiy Deposils — BA — — Ba
Severance Pay B 35 — - — a5
Defarmed Income Taxas 41 - — - 4.1
Daderrgd Carmpercsation ] — - — 1B
Dwfemed Rant Payable 5.5 — - [7 6 —
Total L 3 R TR $ 123 § 15K LIRELE
Testal Llabdiies LI A 1 ALY § (A5 $ 205
Stoc ihokders' Equity
Prafarrea end Common Siock 5 00 % 00 ¥ 00 £ - 800
Pakt-in Capilal 85 34 20 — GEa
Fetained Eamings . ees R 53 — 552
Total $ M4 % sg4 ¥ 173 i - ¥ 18T
Total LlshHiies &
Slorkholders' Equity § ™58 5 M2 A oy § HI1E
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Rotes to the Consolidaled Financlal Statenants

1.

Decregse in Acooumts Recalvabk.

£Fl Prior to 1998, ralional tebvision broadeas! righis fers wer distibuled 1 cluss inonstalmes iom
Seplember hrcagh January. Howavar, in 1943, each cluy will receive ds Wl sharo of he broadcas! aghls
Iegs by the end of December, eretry eliminatieg this receivabde.

Decregse in kreounts Aece vabin — Salafounty.

MKES! This ligure repesents reimbursoment for the remaindar of e $20.5 million promised by he State
of Margtand and Prince Geodga's County for infrasiioctng enpuevements relaed to constructon of Ihe
Sladiwm.

bncrease in Defemed fncoms,

FEr Pood 1o e 1338 saason, e NEL anledfed mig new national tekevision broancas) ighds agrasmerts
with sevaral filwoks. A% g fasel, 1he brssdcas] aghts lees. b be disiributed b sach ¢lub mise from $28 5
milliors ¥ 358 & milon, & porkion of which il be samed diaing postsaason tay i January 1949 but wil
be recehad in 1938 (soa Mole 1. In addiien, in 1897_ season tickal hokdars ware baked o postseassn
hokels i anlicipalon of the Fedshing eaming B playof® Darth.  Yhen 1hes ded nol oo seE500 Licked
holders werg gvan e tolion to ether recetee & refund of 30 apply the playel bokel axpendiures 1o 1843
563500 ficks! Gos1s. Approsimaledy $2 milllen was aposed 10 1990 sREs0N lickat costs and was Bereloee
rectred 35 delerred ncome a5 of December 31, 1997,

Restricled Cash.

FFi The WFL requines tal sach club mantain & delemed compersation account. This fiqure: represents
e valus of e club's dafemad eormpansalion ohligatons

JHEGY The Credd Agreemen] with Sumdoms Bark requires JKCSE 1o meiniain the tollowing cash

PO0ryas;

1) Dbl Service Reserve: six mon s debl sanice

W) Anncal Cetd Saryice; Curment one-year deil Sanics paymens

(kiy Cazh Flow Rasarve Account: 33 pavcert of ikl ersoss cash Bow

{m] Wariealon Ascgunt: amounts 10 b disinbuled by JKGE upon ssuance of annual Audted inancil
slalaments

This hgure regresens e (odal of sach resarvas.

MFL Franchise.

FFi: When JKET soquired B slock ol PRl in 1581, the ook value ol the Franchese was wiitten oo Iom
Taro ko $6.6 millon 1o mefloct 1S fair markat valua. The fax bases o Bw Franchise & 1em,

Chue from J KL

APL On Juna 26, 19585, AP rcatyad a §15 mllon modgage loan imm MationsBank, the proceasds from
which were laned 10 JKGI b ba wsed &5 a0 eguity cortrbution 1o JKCSI,

Bortgages Faysble - Bk

JSKEE This ligore represenis e cutstanding bakancs on the coretrecion ican ussd 1o buid e Sladiym
and upgrede the Tl Level. This oan b split imo the 1ollowing two porions:

tit Floaling Rate. The principal amounl oulstanding on the Moatng rate portion o tha lban e $30.3
mitlion and the inbarast ate i LIBOH « 1.5 percend. Princpal paymels arg mads sembancaslly oyver
The terrn ol tha ican.

{1 Fred Fate Swap Agrecmard. On March 31, 1997 3 Si-year swap apreement was execuled wih the
bark syrdicala liging the inerest mle on ong-hal of the ian al 8625 pamem  The ouisiandng
prrcipsl on the liged rte poriien ol the ioan iz rekeed samiarngally by one-haf of the idal kban
principe! payment. Tha comert ovtstanding panapal o he Fized rale podtion o tha kean iz $85 35
riRicn ared Inberes] paymenis & re made monthhy

Gar



SECTION XTI

Motes 10 the Congodidaiad Financlal Siatemants
{continued)

1.

Drelorrad Ravenys,

FES: The riw nanonal (elevision boadeast rights AERMENLS MU [he nabwoms 1o pay all 1298 season
brogdzast mants fees in b Kar months of ha reqular season [Sapember ihnowgh Decembars. A poricn
of the 1998 season broadcast nghls Ieas ar for he broadeast o playol games played n January $339.
The geferred revenue amouwnl represents the 1908 season bogdoast ngnls Ieas aMcated % such playof
(TS played in PFI's fiecal yaar ending Dacamber 31, 1964,

SHEEE: I 1997, IKC S| entered inte a levvyear agrean enl wits Sony for advertising fighls in the Stadium.
The acivirtising righls lees were pard in 1997

Due 1o JKCI

SR This bearee rapracenls amounts aned o JKSS1 for the paymmerd o Stadiom relsted ponstriclion
DOBkE,

. Morgage Pryahia - JKC,

JRESL: This Iure rapresents & losn to JRCS| 1o pay consiniction cosls relarad 1o o Club Level upgredd
Sevacance Fay.
FFL Thes figure represents an empoyae beneti samed by MFL playars pursuani b Ihe tems of e CEA.
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verview

1998 Forecasr

XII.  FINANCIAL OVERVIEW — TRAINING FACILITY

RPI receives a monthly rent payment from PFT which covers debt service
to retire RFI's note payable.  Substantially all operating eosts,
maintenance costs and real estate taxes for RE@ are paid directly by PFI
and are reflected in the general and administrative cxpenses of PFL

The following tables summanze RPI's financial forecast for the fiscal
yeat ending December 31, 1998, Please note that some of the figures
may not add dJue 1o rounding,

RPI Earnings Forecast - Fiscal Year Ending December 31, 1938 ($MM)

Revehue

Aeni Y

Total § 418
Erpensey

Giereral amd Adrnresirelive Experses D1

Total L 1B
ERITDA Y 4B
Dispreciation 0.3
Earmings Bulore Interesl & Taxas 3 3%
nfedez| Insame 0.0
Interest Fxpanse ) A
Eamings Beloce Taxes 15
Taxes ) 1.9
Mt Incore § 15

e
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SECTION XTI

RPI Cash Flow Forecast - Fiscal Year Ending December 31, 1965 {$MM)

Cash Flow From Operating Activities
Mat kncame

Deprocanion

Decregsedinerazse) in Asgats
Qe from PFI
Ohar

tereasatlloarsase) in L odiies
Giale Taxgs Payabla

Interest Payabidz

Mal

Cash Flow from knvesing Activities
Cash Flow frem Fliancing Acthilies
Eomuwings From JKC)
Fancipal Faymeniz
Mol

Het Increase in Cash

§ 15
n.a

219
0.0

[
—_ (0B
5 (08}
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Revenne Assumptions

X[, FINANCIAL OVERVIEW — STADIUM

Management is very excited about the outlonk for JKUSE Given the
histarically high and steady demand for Redskins tickets. as well as
muli-ygar premium scat and luxory suite license agreements, the
revenue generaled retated to the Redskins franchise is quite predictable
for the foresecable future. Furthermore, as described eaclier, there are
many exciting opportenities to generate additional revenue and cash flow
al JKCSI. For example, a naming rights agreement could penerate
several million dollars per year. In addition. the Siadinm is expected (o
host a number of major sponing and non-sporting events each year, such
as college football pames and concerts. The newly upgeaded Club Level
is likely to generate substantial interest from corporations as well as
private individuals for hosting eonventions, trade shows and catered
events.  Finally, given tremendous demand for luxury suites and
premium prices which could be charged for suiles closer to the field, the
construction of uwp to 74 additional suiles on the Press Level would
quickly pay for itsell.

The followimg is an overview of key revenue assumptions underlying the
1998 financial forecast for JKCSI

MNet License Fees. As deseribed carlier, for the 1998 season, JKCSI1 has
forecast license fees based on sales of 87 percent of club seats. 90
percent of loge scals and 98 percent of luxury suites. As JKCS]
continues to sell the few remaining premium seat and luxury suite
licenses, full attendance is expected for the 1999 season and beyond,
Funthermore, based on historical experience, JKCSI has the ability o
increase premium seat license fees cach time a seat license is up for
renewal to at least keep pace with inflation,

Renl. Rent reccived from PFI is equal to 15 pereent of forecast PFI net
ticket revenues,

Advertising.  Forecast advertising revenue is based on existing
coolracts.

Food and Beverage Concessions. Forecast revenue from food and
beverage concessions is based on per capita spending information for
Stadium guests during the 1997 season and the Stadium atendance
forecast for the 1998 season,

Parking. The forecast assumes all parking spaces will be uvtilized for
¢very Redskins home game and a cedain percentage of parking spaces
will be utilized for events such as the Navy vs. Notre Dame college
football game. Forccast parking revenue is based on the daily foe
charged for individual parking spaces.

atdy



Expense Assumpiions

SECTION X1

MNet Ticket Revenues — (ther Events. In 1998, JKCSI net ticket
revenues are generated by the Navy-Notre Dame football game. In the
future, JKCST is expected (o generate substantial ticket revenues through
hosting college football games, other sporting events and major concens
in the Stadium.

Other. Other revenuves are forecast based primarily on per capita
spending information for SBiadium guests during the 1997 season and the
Stadium attendance forecast for the 1998 season.

The following is an overview of key expense assumptions.

General and Administrative Expenses.  Forecast genersl and
administrative expenses include real estate taxes of $2.1 million in 1998.
As descrbed earlier, real estate taxes over the newt five years are
expected to be reduced by a Prince George's County Eevitalization Tax
Credit.  Other peveral and adminisirative expenses are based on
bistorical data and are penerally projected to inctease severl percent
from the poor year.

Other Events. As described earlier, other event ecxpenscs in 1998
consisl solely of expenses related to the Navy vs. Notre Dame football
game, and are forecast to include $2.0 million paid to Navy for the night
to host the game, as well as expenses elated te prepacng and operating
the Sadium.

Redskins Games. The forecast assumes RBedskins game-related
expenses increase three percent per year from prior year levels.

Marketing Center. Forecast mackeling center expenses are based on
1998 expenses incurred to date and those expected to be incurred through
the end of the fiscal year.

Ticket Office. Forecast ticket office expenses are based on 1998
expenses incurmed (o date and those expected to be incurred through the
end of the fiscal year.



fiher Assurmiprians

SeCTION X1

The following is an overview of other key assumptions.

Capifal Expenditures. Capital cxpenditures for the Stadwom are
forecast to be $30.7 million in 1998, This consists of the $27.5 million
spent on the Club Level improvement project described earlier ag well s
approximately $3.2 million to cover ongoing maintenance. general
improvements and eguipment as needed. JKOCS1 is cxpected 1o incur
approximately $3 million of capital expenditures i 1999 and believes
capitat expeoditures beyond 1999 will be a relatively madest £1 mallion
per year.

Charitable Contributions. As discussed earlier, JIKCS1 has commingd
to make an additional $2.5 million in charitable contributions fromn 1998
through 2002, There is no further commitment beyvond 2002 For
accounting purposes, the orgmal commitment of $4.46 million was
capitalized as part of the Stadiom construction.




RN N ENEREENEFEENEEREERERGER.

, . he fiscal
1998 Forecast The following tables summarize JKCST's financizl Forecrst [”:rh:: ﬁglurcs
year ending December 31, 1998, Please note thar sete
may not add due to rounding.

JKCS! Earnings Forecast - Fiscal Year Ending December a1, 1970 {SMM)

Aavanims
Nel Lcense Fags § A1
Rent B¥
Addvarnsing KT
Feod and Beverags Concassions 27
Parking ar
Mal Ticke! Hevanues — Olhar Events 25
Cotvar _ 0&
Todal 5 4TS
Expenses
Gersaral and Adrnirssirates $ B4
Crihet Evgrits 23
Aedsking Gamas 22
Markeing Conler &
Tekal Office ___n&
Total $ 120
EBITDA § 35
Dieprar ifion TA
Amortization [
Eamings Baloee Interes) & Tayes $ inz
Irderest incoms 15
Interest Expange _ ey
Earnings Belore Taxes 5 185
Tangs ) 40
Het Incoma f 1§
Poer Perod Adgistiment 2
Adjugted Net Income I

SECTION XI
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JKCSI Cash Flow Forecast - Fiscal Year Ending December 31, 1998 (SMM)
Cash Flow From Qparating Aclivities

Aduesded Nat Ineoma 17
Dy iation |
Amortizalion 0.6
Checregsefingresse) it Assets
Accounts Hacevable 25
ACOUNts Aecenare - Slataloony 5
Prapaid E spenses na
CHher at
crearailecroasel i Lighitia s
Acoounts Payatie FEY
Dua 2 PFI 1.0
Arcrad EXpanses 15.71
Slate Taxes Fayabe 24
Crafarrest Ingame (1]
Delarred Income Taxes (2]
Inlerest Fayabée a1
{har kil
Kt § 22
Cash Flow [rom wesling Activitias
Capital Expeardilures ¥ (334)
Nt T (B
Cash Flow from Flrancing Activities
Bormowange From (Payments To) JKCI § {265
Borrpngs Under Linag of Credrt 124
Prircipa! Faymants (5.5
Hel § (19.9]
Mt {Decrease) in Cash $ {115)

SECTION X] | 55
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Revenue Assumptions

X, FINANCIAL OVERVIEW — FRANCHISL

The financial cutlook for the Franchise is extremely bright. Substantially
all of the Franchise's broadeast revenues are guaranteed under mukti-year
agreements. Ticke! revenues are extremely predictable given multi-year
seat license amangements and the Franchise's historically high and
steady dernand for tickets. Funhermore, the Franchise has the ability to
generate substantially higher revenues and cash flow throuph a nuinber
of opporumtics discussed carlier, such as comporale sponsorshnp
agreements, local tefevision and radio production, Internet-related sales
and subseription-based newsletter publishing. On the expense side, the
NFL's long-tern {CBA and salary cap strueture will keep player costs
under control for the foreseeable fulure,  Finatly, the Franchise will
recetve a §17 million share of the expansion fee from the Cleveland
Browus expansion franchise {expected o be received by the end of 1998)
and will benefit similarly from any fulure Leapue expansion.

The following is an overview of key revenue assumplions underiving the
1998 financial lorecast for PFIL

EBroadeast Revenues. Revenues from the NFL network tetevision
contracts, national radio coniracts and intemational television conimets
are based on the schedeled distributions from the networks deseribed
earlier. Since the NFL season spans parts of {wo Hscal years, revenue is
recognized based on the number of games played in cach fiscal year, For
example, approximately 85 percent of forecast 1998 broadcast revenues
come from 1998 season distributions while the remaining 15 percent
come [rom 1997 season distributions. Revenues from local radio are
based on the current contract, which calls for a ten percent annual
increase through 2000, Revenues from local television are also based on
the current contract, which is in effect through the 1998 season,

Net Ticket Revenues, For home contests during the 1998 season, the
Franchise has forecast net ticket revenues based on  sales of
approximately 100 percent of General Admission seats, 87 percent of
clubr seats, ) percent of loge seats and 98 percent of luXury suites. As
the Stadium continues to sell the few remaining premium seat and luxury
suile licenses, full attendance is expected for the 1999 seasou and
beyond,  Furthermore, based on historical experience. the Franchise has
the abilily to increase ticket prices approximately every three years to al
least keep pace with inflation.  On the road, the Franchise assumes
revenues hased on last season’s average visiting team share for their
opponents. This figure is expected to prow through both expecied ticket
pace increases and  attendance growth, especially ax other NEL
lranchises continue lo upgrade and replace their existing stadiums.

3



Fxpense Asswmptions

SECTION X

MFL Properties, Enterprises & Films. The forecast for diswdbutions
from NFI. Propentics, NFL. Enterprises and NFL Films 15 based on
pojections provided by the NFL.  As described earlier, cash flow
gencrated by these ennties has exhibited impressive growth aver the past
several yeurs, growth which 15 cxpected to continue as the League
continugs to grow in popularty.

Other.  Other rtevenues, compnsed pomarily of revenues from
publications and promotions, are larecast to increase stightly from pnor
yoear levels,

The following 1s an overview of key expense assumptions.

IMlayer Costs. The forecast assumes the Franchise spends the maximum
amount on player salaries allowzble under the salary cap. As noted
earlier, the salary cap for the 1998 season 15 $52.4 million.

Team Expenses. 3Salaries for Franchise employees ar: based upan
current contracts, where applicable, or are forecasl to ingcrease 4.5
percent from priar yvear levels. All other 12am expenses ate based upon
historcal data and arc penerally projected to increase several percent
from prior year levels.

Stadium Rent. Stadiom rent is equal to 15 percent of forecast Franchise
net horne Bokel revenues,

General and Administrative Expenses. Salanes for employees are
based on current contracts, where applicable, or are forecast o increase
4.5 percent from prior year levels. Other peneral and administrative
expenses are based on historical data and are generally projected to
increase several percent from prior year levels.

Training Facility Rent. Rent for Redskin Park, which represents debt
service on a note held by RPI, is approximately $4.0 million in {998,
This figure likely exceeds what would be considered the fair market
valug for rent if it were 1o be negoliated on an amm's length basis.

League Assessments. The forecast for Leagoe assessments is based on
projeclinns provided by the NFL.

Game Expenses. Game expenses are based upon historical data and arc
generally projecied to increase several percent from prior year levels.

o
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(hher Assimptions

SECTION X

The following is un overview of other important assurnptions.

Signing Bonuses, The forecast includes player signing bonuses of $28.]
million, a figure which includes a combined $13 million paid to the
club’s two premier defensive tackles. Dana Swobblefield and Dan
Wilkinson. OF this total, $20.0 million js payable in 1998, %6.8 million is
payable in 1999 and %1.3 million is payable in 2000, Each sigmng bonus
is amartized over the: life of the individual player's comract.
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1998 Forecast The tables brlow summaczes PFT's financial forecast for the fiscal year
ending December 31, 1998, The forecasts for JKCSI and RPJ are
separately presented in Section XT and Section X1, respectively. Please
note that some of the figures may not add due to rounding.

PFI Earnings Forecast - Fiscat Year Ending December 31, 1958 (SMM)

Revenuss
Broadcas) Aevendes - Nahonal L g
Broadeas| Hevanuas - Local 6.0
Met Ticks1 Figveries Hs
HFL Properies. Enterpresas & Films 57
(ither 04
Tolal $ 589
Expatizas
Playes Costs L A
Tean Expantes BE
Stadur Aenl a7
Giareral arvf Adminesiraiive A7
Teawning Facilty Ran LAY
League Assasemens 33
Game Expenses 1.3
Tichat Oftice 0.4
Talal ¥ T09
EBIMDA L g
Armedization of Smning Bonuses 134
Crepreciatin __ b2
Earnltys Bedore Interast & Tazes L =¥
Interas] income %
INbaras] Exprenss ) {0.4)
Earmings Bedore Tanes 5 135
Tangs __. 53
Met bncomi i 85
Chvelang Expansion Faes jafterdax) g
Adlirsled Nel Income % 195

SECTION X




PFl Cash Flow Forecas! - Fiseal Year Ending December 31, 1998 {SMM)
Cash Flow From Qpergling Activilies

Adjusted Net come £ 185
Annctizaion of Srpr Banuses 138
Depredabon 0z
DocraasaXinerogsa) it Ascory
Arcounts Receivabie wne
Other Receivablezs 8
ks Prem SRS (16
Prepald Exjentes 03
Franchise Rights Recafvable .6
Unanorizad Flayer Sigung Bomras [281)
IncreasadDecreass] o Lihilfias
Aooouns Payabie 161
D 10 JELC [0.54
[ua 10 BPI 2.1
Arerued Expensas 21
Accnwd Paymd gnd Delemed Compensation Of
Stata Tawes Payabls 51
Player Liwaton Setllemenl @A)
(kfered Income 64
Sevemrce Pay Liability b3
Het § K7
Cash Flow Trom lwesting Adlivitiss
Capdal Expendiiures $ (0a
Mat oo
Cash Flow from Financing Activities
Bermowings Lindas Laves of Credrt L
Prncipal Payrmenl: 146.1
M P —
Hel Increase kn Cash 3 M4

SECTION X




verview

Stadium Lease Agreewm *nt

Club Sear License Fee
Sharing Exemption

IX.  STADIUM LEASE ANI> RELATED AGREEMENTS

As desenibed earlier, the Franchise and the Stadium are currently subject
to the common ownership of JKCL  When JKCI decided to build the
Stadium, certain agreements were cntered into between PF1 and JKCSI,
and between each of these entities and the NFL. Selected key provisions
of these agreements are described below,

PFI has entered into a 30-year lease agreememt with JKCSI which
terminates on September 13, 2027, The key terms of the lease are
described balow.

Reat.  PFI pays JKCSI rent equal 1o 15 percent of net home tickel
revenues, which are defined as gross home ticket revenues net of the ten
percent Maryland admissions tax,

License Fees. JKCSI receives all hieense fees generated by the sale of
premivin seats {loxury suite and club seas).  The license fre for a
premium seat is the amount charged for the premium seat exceeding the
highest General Admission seat ticket price,

Revenues From NFL Football Operations. JKCSI is responsible for
such NFL football-relaled operations as advertising. food and beverage
concessions and parking, and is entitled to alf revenues generated by such
operations.  [n addition, JKCSI s entitled to revenues penerated from
any naming rights agreaments,

As described earlier, the NFL requires member clubs to share ticket
revenues with the visiting team. The NFL also typically requires that
club seat license fees be shared with the visiting team. However, it has
long been the Leapue’s policy to extend waivers to elubs o dedicate cluh
seat license fees to stadium construction and renovation. On March 31,
1997, PFl entered into a letter agreement with the NFL. This agreement
granted PF1 an exemption which allows PFT to dedicate club scat license
fees to JKCSI debt reticement.  On July 7, 1998, a second lemer
agreement modificd and extended the first letter agreement, primarily to
cover debt related to the Club Level renovation project, This exemption
expires when the JKCSI debt has been indefrasibly paid in full (currently
expected 1o occur in 2012). However, it is imporant to note that the debt
may be refinanced at any time without the resultant loss of the
exempiion, provided the amount of the debt is not increased and the
ultimate maturity of the debt is not extended.

e
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VIIL. MANAGEMENT, ORGANIZATION & EMPLOYEES

The Redskins have a hard-earmed and well-deserved reputation as one of
the best orpanizations in all of professional sports. This has manifested
stself in the performance of the team on the ficld. as well as in the
financial performance of the Football Assels.

Leading the Redskins is one of the strongest and most experenced
management (eams in the NFI.. CGeneral Manager Charley Casserly, 2
Redskin for more than 20 years, and his scouting staff have been
aggressively building a talented Redskins team. Head Coach Norv
Turner, one of the most highly-respected coaches in the NFL, has led the
Hedskins to winning records in each of the past two seasons. These
leaders are supported by an outstanding atray of assistant coaches, scouls
and staff,

Please refer to the enclosed 1998 Press Guide for detailed biographies of
all key Rudskins personnel and team membess,




Redskin Park fdverview

Construciion

Lease Agreement

VII. TraAWNING FACILITY

Redskin Park, set on 158 acres of land in riral Loudoun County.
Virginia, is the Redskins’ secluded state-ol-the art training facility aned 15
ihe envy of the |.eapue’s member clubs, The complex is located In
Beaumeads Corporate Park in Ashbum, Virginia near the imersectom of
Virginia Slate routes 28 and 625 (Waxpoot Road). Redskin Park features
four foothall ficlds (three natural prass and one artificial wrf}. a 66,106-
square fool multi-purpose building and ample parking facilities. The
two-story concrete and plass building houses the front office. coaches'
offices, team meeting rooms, an auditorium, player and staff locker
ooms, a strength and conditioning room, training rooms, an equipment
oo and A video room. The training room also has an X-ray roum and
dentist office, in addition to privale examining rooms for doctors,
Adjacent 1o the large team meeling auditorium ate varous break-oul
rooms for position coaches and players. Also included in the building
are offices for college and pro scouts, an enlarged video depanment and
the players’ recreation area, including a basketball court, two racquetball
counts, a Jacuzzi, steambath aod lounge. The media room has individual
cubicles furnished with desks, file cabinets and electrical vutlets for beat
reporters, as well as a separate interview room, kikchen and restroom
facilities. Bach cubicle is prewired for lelephones and computers. The
media room, as well as the auditorium and locker room. is prewired fot
dlirect television uplink.

Redskin Park was completcd in 1992 at a cost of approximaiely $12.5
million. RPI currenty has a $13.8 million mortgage niow payable o
NationzBank, N.A. (“NationsBank™) which matures in 2007

RPI has entered into a five-yzar lease agreement with the Franchise
which tetminates on June 26, 2001, Under the lease, the Franchise pays
all maintenance costs, operating costs and real estate taxes, The maonthly
fease payment covers the debt service required to retirc the morngage
nole.

3%



JIC STADILTM N

Einancizl Statements and
Report of [ndependent Accouatants

December 28, 1997 angd
December 29, 1996



- B B B B By A O AN 4N A ST ESE EE P = - == e

CONTENTS

Report of Independear Accountants
Financial s1atements
Balance sheels
Statements of operations
Statemnents of stockholder’s equity (deficit)
Swatements of cash flows

Naotes to the {inancial statements

Tl



d i i i a i 1 A2 B85 333 E&EaE

Price Werterhouse “

Eeport of Independent Accountants

Board o Directors
JKC Sradium Ine

In our opinion, the accompanving balance shees and the related statements of
operations, of stockholder’s equity (deficit) and of cash flows present fairly, in all
material respects, the financiai position of JKC Stadium Inc ar December 28, {997
and December 29, 1996, and the results of its operations and its cash flows for the
year endzd December 28, 1997 and for the period from March 13, 1996 (inception)
to Deceriber 29, 1996 in conformity with generaily accepted accounting principles.
These financial statements are the responsibility of the Company's management; our
responsibility 15 1 express an opinion on these financial statements based on our
audits.  We conducted our audits of these starements in accordance with generaily
accepted auditing standards which require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of
material missiatenent.  An audit includes examining, on a test bhasis, evidence
supportitg the amounts and disclosures in the financial siatements, assessing the
accounting principles used and significant estimates made by management, and
eva]uﬁting the overzll financial statement presentation. We believe that our audits
provide a reasonable basis for the opinion expressed above,

R, Ddtsnncuss, 110

April 24, 1998
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KO STADILA INe
BALANCE SHEETS
DECEMBELR 28 199~ aND DECEMBER 29 2499
AGSETs 1557
Curreni avsers:
Casi and cash rgquivalents 5 1817803
Accounis receivable 3463 406
Recevables from Stae of Marvland and
Prince Gearg>'s Connry 29637 012
Prepawd expenses and other aseeqs S0 126

Total currem assers
Resiricled cash
Froperty and equpment, net
Deterred financing costs, neg

Total assers

LIABILITIES 451 STOCKHOLDER 'S EQUITY {DEFICIT)

Current labilines;
Actoums payabh:
Contract retainage payable
Accrued sxpenses
Interest payable
Deferrad revenue
Note pavable dos to Paren
Income taxes pavable
Mortpaze pavable
Due 10 related paies

Toral curient liabifities

Deferred income raves pavablc
Fremium seat securiy deposis
Moripage pavable

Totat liabilitie;
Commutments and cootingencies éiNote 1)

Sockhotder's equity (deficin:

ommon stock (51 par value; 1.000 shares authorized.
10 shares issued 2nd outstanding}

Preterred stock {no par value: | share authonzed. | share
tssued and outstznding )

Additional paid-in--aparal

Accumulated eamnings (deficit)

Total stockholder's equity ideficiry

Total labilites and stockholders equity (deficir}

13479 367

13,495 42
178,054 (159

5258214 650

3 2618855
3.205.385
7,775,380

933 482
12,304

|.586.000
12,150,000

25.459.106
64,040,521

1,265,000
E.249. 504

137.090.000
210,555,077

$258.214,650)

3ee ACCOmpanyine naes.

i

199

o
i
L
o
i
L}

1,340 257

300 e 5

10825200

91,214,514

3 13.600.765
4443 814
18,037

45 13
15,628,395
4,134, 858

61873 380

9,750,388

4,153, |68

—_— .,

101,902 536

10
— (342 837
3103 039 723



YEAR ENDED DECEMBER 28, 1997 AND
PERIOD FROM MARCH 13, 1996 (INCEPTION) TQ DECEMBER 19 1996

Revenues:
Premium seat license fees
Rent
Adwvertising
Parking
Concessions
Other
Total revenues

Operanng expenses.
Event expense
Markertng and selling
General and administrative
Total operating expenses
Depreciation and amortization
Interest income {expense):
Inierest incone
inlerest experse
Interest (expens=) income, net
Income {loss) before income taxes

Provision for income taxes

Net income {log:)

| 967

526.212.537
4,566.329
3.852.08%
1,977,377
2,173,690

— 163,534
38945553

2,250,765
1,225 428

2.2]5.809
6.392.002
31,441,632
1.202.017
(3.940,483}
Ll 'I:I' _1_ }
26.373.456

10.225.000
316,148 456

1449

851,798

831,798

403

— 403

{R62.833)

${862,833)

See accompanving notes.

3

LA B E R E R ERE R E B E = o =



™ R G m R A EERELNALEENEEEREERS

STATENENTS OF STOCKHOLDER'S EQUITY (DEF|C)7,

YEAR EXD \ °8, 1997 AND PERIOD FReyy

MARCH 131996 (INCEPTION: TO DECEMBER 29| yuy

Conunan Pretferred
I sipck
Balance. March |3, 1996 (inception)
[esnance of 14 shates of
commmon stock, 81 per share S 16 5
Issuance nf 1 shar: of
preferred stack. oo par vaiue
1996 net loss -
Baiance, December 29 1995 10 -

Capital cantribution
Conrributed federal taxes (Noge 93

1?97 net income

Balance. December 28, [997 $_ o

Additional Accumulaed

pand-in-capial SUDings sdeici Tl

5 Cilly

S_4B62B331 S UAB).533
(10} (B62,813) (R62.83%

25,000,000

PRAREVIREY L

7.374.000 7,374,000
16,148,456  16.148.456

SMILIN  SI5285.623  $47.650.623

See accompanying notes.
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IKC STADIUM INC
SIATEMENTS OF CASH FLOWS
YEAR ENDED DECEMBER 28, 199 AND PERIOD FROIA

MARCH 12, 1996 (INCEPTIONY TO DECEMBER 9 1994

1997 1996
S 16,148.456 S (86183

Cash flow s from operatng activities:
Met income iloss)
Adjustments to reconcile ner ncome (osst to
et cash (used (n) provided by operating activities:

Depreciauon and amortization 344,632 L1438
Comributed {ederal 1axes 7.374.000
increase in acsounis receivable {3.463 404)
ncreass in accounts receivable from State of Marviand

and Prince George's County {18.207.645}  {11.340.297
Increase in prepaid expenses and ather assets {251.061) {309.065)
(Decrease) inzrease in accounts pavable (10981 910y 13.600.765
{Decrease) in:rease in contrac retainage payable {1.240.424G) 4.445 Klg
Increase in accrued expenses 1,757,352 18.037
increase in inerest payable BR4, 352 49,130
{[ecrease) inrease in deferred revepye (13016091 15,628,395
[nerease in income taxes payable 1,586,000
Increase in deferred income wxes payable 1,265,000
{Decrease} increase in due to related parties (26,777 848) §].873.380

Increase in premium seat security deposirs payable

—2097.338 4,152,168
Net cash {used i1} provided by OpEralng aclivities 474 } 7.2 4

Net cash used in irvesting activiies:
Capital expenditires

iEE EIE E?ﬁ] |: L '.lj

Cash flows from financing activities:

Proceeds fram issuance of long-term debr 155 000, 000

Repavment of log-lerm debr {5, B50.0000

Capial contribution 25 000,000

{Repayment) iss.ance of note pavable due to Parent {4.134 858} 4,134 858

Increase in deferred financing cases {6.486.435)

Transfer o restricted cash (38,493 421

et cash pravided by financing activities 150135282 4,134 g5

Net increase in cash and cash equivalents 1,642,046 L5 847
CCash and cash equivalents at bepinning of period 75.847

Cash and cash eguivalents ar end of period

51817893 3% 75,847

See acCOMmPpanying notes.
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JRC STADIUM INC
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 28,1997 aND PERJOD FROM
MARCH [3. 1996 (INCEPTION} TO DECEMBER 29. 199

Creantzation and business

TK.C Swadium Inc (the Company} is a Defaware corporation which was formed 10 develop.
CONSruct. cwn, operate and maintain a professional football stadium iocated in Raljan.
Marvland (the Stadium), The Company is a whollv-owned subsidiary of Jack Fent Cogke
Incorporated (the Parent). The Company, formerly known as New Stadium Corporation,
was incorporated in August 1990 but was inactive until deveiopmentai stape activities,
which consisted primarily of constructing the Stadium. began on March 13,1995, Ba
September 15, 1997, the Company had finished construction of the Stadium  and
commenced operations. The Stadium's major tenant is the Washinglon Redskins, a
member club of the National Football League.

Significant gccounting policies

Basis of accounting
The Company prepares its financial statements on the accrual basis of accounting in
accordance with generally aceepted accounting principles.

Fiscal vear

The Company’s fiscal year ends an the Sunday that falls closest 1o December 3151,

Cash and cas) equivalents

The Compan: considers short-tenm highly liquid investments that are readily convertible

1o known amounts of cash, with original maturities of 90 days or less, to be cash
equivalents.

Restneted cash

The Compan, as part of its financing agreement (Nate 6), is required 0 have cemain
amounts set aside in separate cash reserve accounts to fund future principal and interest
payments. Tlis restricted cash, because it will be used 1o pay dovm long-term debt, is
classified as a non-current asset in the accompanying balance sheets,

Propenty and equipment
Propeny and equipment is stated at cost. All direct and indirect costs related to the

development :nd construction of the Stadium were capitalized. Repair and maintenance
cosls are charged 10 operations as incurred.

&



Dreprecianian is caleulated vsing the straight-line method over the related assets estmated

useful lives ranging from 3 to 40 vears.

Dieferred finacing costs

Deferred financing costs primarily include costs relaed to the acquisition of financing.
Such charpes are being amortized on a straight-linc basis over the life of the respecuve
financing aureement (Note 6). Amortization of these financing costs was $298.630
during fiscal 1997,

Income taxes
A consolidated federal tax rewurn is filed by the Parent. The Company has a tax shanng

arrangement with the Parent which requires the Company to provide for its tax liability in
the ratio that ts separate taxable income bears to the sum of the separate taxable incomes
of all affiliated companies having taxable income for the year. Under this arrangement.
the Company will receive benefit for ils operating losses only in years when the
Company has taxable income. Such benefit will be reduced 10 the extent that the
Company's operating losses have been utilized by affiliated companies in the

consolidated Jederal return.

The Company utilizes the Hability method to account for income taxes as if it were a
separate taxpiuyer. Under this method, deferred tax assets and liabilities are determined
based on the differences between financial reporting and tax bases of assets and liabilities
and are measured using the enacted tax rales and laws that will be in effect when the

differences are expected to reverse,

Revenue recogniiion

Revenue from premium seal license agreements and advertising contracts is recognized
ratably over t1e regular football season and the Jife of the contract, respectively. Revenue
derived from rent, parking and concessions is recognized at the time of the event. Cash
received in acvance of the event is recorded as deferred revenue.

Receivables from State of Marvland and Prince George's Counly
Receivables from the State of Maryland and Prince George’s County represent net

amounts due for the reimbursement of all infrastruciire work (see Note 11}



Credit risk

~inancial instruments which subject the Company to concentrations of credit rish consst
principally of ¢ash and cash equivalents. restricted cash. imerest rate SWap agreenents
isee Note 7 ) and trade aceounts receivable. [tis the Company s practice to place its cash
and cash investments with high eredit quatity financial institutions. The counterparties 1o
the Compans’s Interest rate Swap agreements consist of highly rated financial mstitutions.
The credit ratings and concentration of risk of these financial institutions are monitored
by the Company and present no significant credit risk 1o the Company. Trade accounts
receivable consic1 primarily of those generated from concession and advertising revenue.
The Company has not incurred any credit losses to date, At December 28. 1997, the
Company had ne significant concentrations of credit nsk.

Finaneial instruments

Financial instrurnents consist primanly of cash and cash equivalents, interest rate swap
agreements, receivables, and payables, including the mortgage payable. The estimated
fair value of the interest rate swap apreements was $1,533,974 at December 28. 15997,
hased on quoted market rates. The estimated fair value of the Company’s financial

instruments approximates their caTying amounts.

Lise of esumales

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the
amounts reported in the financial statements and the accompanying notes. Actual resuhts

may differ from those estimates and assuMmptions.

Prepperating exenses
Prior to commencement of operations, preoperating expenses such as calaries, marketing,

and adruinistrative costs, were expensed as incurred. Preoperating expenses totaling
$851.798 for th: peried from inception 1o December 29, 1996 are classified as marketing

and selling expenses in the Staternents of Operations.

Suppiemental d sclosure of cash flow information

Cash paid for interest to non-affiliated entities and income taxes during fiscal 1997 was
$6.191.741 anc $1.500,000, respectively. The Company did not make any interest
payments to aty non-affiliated enmtity or any 1ax payments during the period from
inception 10 December 29, 1996 Noncash investing = vities included the receipt of
office equipment. hardware and software from Pro-Footb...i Inc with a net book value of
$63.5365 (Note 1)



[y}

Reclassifiean s
Certain prior vear amounts have been rectassifiad 10 conform wih the cupen| s e

preseniation.

Properny and ¢quipment
Property and <quipment conststs of the following:
December 28, December 29,
1997 1750
Land 5 4232361 5 4134558
Building and unprovernents 143.934.521 B7.027.945
Fumtture and lixtures 19,030,069
Otfice, field ard video equipment 13,989,100 63,149
181.236,060 91,225952
Accumulated depreciation (3 182.001) 4383
5178,054,055 501.214,504

Duning f{iscal 1797, Pra-Footbal] Inc transferred office equipment. hardware and software
with a cost basis of §91,132 and accumulated depreciation of $27.567. 10 the Company.

Depreciation cvpense for the year ended December 28, 1997 and the perod from
inception to December 29, {996 was 33,142 996 and $11,438, respectively.

Premuum seat lizense agreements

The Company licenses ¢lub seats and suites under agreements having terms of 5, 7. and
10 years. Amounts due from ticket sales, included as part of the premium seat license
agreements, are recognized by Pro-Football Inc {Note 5) and are included in the amounts
due to the Comipany. At December 28, 1997, amounts due to the Company under
existing non-carcelable license agreements are approximately as fallows:

1998 5 33.789.000
1 460 13,639.000
200 360000
2001 33,501,000
2002 19.515.000
Thereafter L1L857.000

S'J':‘j 9' P 700
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Related purm sransaciiQng

On Octobe- 1. 1996, the {ompany executed a temm loan premissony note with e Parer:
in the amonunt of §4.134.53R8 for the purchase of land. Duning fiscal 1997 and the perad
from incepiion to Decemnber 29, 1996, interest accrued at 7.25%. On March 311997 the

Company taud the total principal balance outstanding.

The Compuny was advanced funds by the Parent dunng fiseal 1997 and the pened from
inception (o December 23, 1996 pnmarily to pay for construction and other develepment
costs of the Stadium prior o arranging financing. Interest accrued maonthlyv at the
applicable “ederal rate of approximately 7% dunng these peneds. At December 18, 1997
and December 29, 1996, the Company had net payables of $34.690.97% and 561.573.538%.
respectively, due to the Parent.

The Company incwred interest expense of 32,521,872 and 31,304,034 of wiich
51,941,682 and $1,304,034 was capitalized duning censtruction relating o amounls
advanced and borrowed from the Parent during fiseal 1997 and the peniod from inception
to December 20, 1906, respectively,

Certain liazihities, ncluding the workers' compensation and group health insurance
liabilines, kave been allacated to the Company from the Parent.

The Company has entered into a thirty-year lease agreement with Pro-Foatball Inc. an
affibated ennty whallv-owned by the Parent. Pro-Football Inc leases the Stadium for use
as the home field of the Washungton Redsking, Rental pavments are calculaied a1 the NFL
determined rate of 15% of net home game ticket sales, with oo minimum fulure rentals.
Dunng fiscal 1997, the Company recorded rental income of 34.418.731 under this lease
agrecment.  Advertising, parking. novelties, ¢concessions and prenvum seatl license fees
revenues generated dunng games plaved by the Washington Redskins at the Stadium are
recognized by the Company. Revenue derived from tickel sales are recognized by Pro-
Football Inz. At December 28, 1997, the Company had net payables of 31,968,127 due

o Pro-Football Inc.

In connecton with the construction of the Stadium, Pro-Football Inc has vuaranteed
ietters of credit totabing $1.874.686 on the Company’s behalf. No amounts had been
drawn at Dacember 28, 1997

10



“opgace pavable

On Sarch 25, 1997, the Company entered unte 3 financing agreemeant wish s lenders
This agreement provided 5135.000,000 1o the Company to pay for the construction and
des elopment of the Stadium. The firss payment on the Joan of $3.830.000 was due and
paid on Deceraber 1. 1997 and the final pasment is due on December 1. 2012, The Yoan
15 secured by the new Stadium and all affived propertv. Intergst accrues on JmMOLDLS
horrowed at a rate dependent on certain financial ranos. The Company has entered into
interest Tale swap agreements as part of thus financing agreement (ole T These swap
agrecments heve effectively converted $74,575,000 of the amount outstanding 1o a fined
rate loan of B.625% at Drecember 28, 1997, Interest accrued on the remaining amount
outstanding at a rate of 7.47% as of December 28. 1997 During fiscal 1997, the
Company incurred imierest expense of $7.164.444, of which §3.812.459 was capitalized.
and had interest payvable of $933,482 at December 28, 1997, 1o addition, the Company
pays a commitment fee of .35% per annum on the average unused balance and an agency
fee of $100.000 per annum. The commutment fees and agency [lees are recorded as

interest expense in the accompanying Statements of Operalions.

The loan repayment schedule is as follows:

1998 S 12,150,000
1999 13,050.000
2000 14.000.000
2001 13,050,000
2002 16,1350.000
Thergafier _78.750,000

$149.150.000

According to the terms of the loan, the Company is restricted in 1ns ability, among other
things, to aciuire ot dispose of assets, lend or advance money, or pay dividends, The
Company is ilso required (o maintain a certain debt service coverage ratio and specified

incorme levels until the joan has been repasd.

As pant of the financing agreement, the Parent and Pro-Fooiball Inc made certain
guarantees to the Company 10 provide certair funding untl, bul nat hevond, the time at
which club seat premium revenues, luxury suite premium  revenucs, qualifying

advertising and other revenues achieve required levels to meet contractually obli zated

11



Ipcome From eperunons and also o ensurs rent under the stadium lease [iedls
actual lesels of $3300.000 m 14957 and 54,000,000 10 1998 and bevond. The Paron: anl

Bro-Football bre did net provide any funding during fiscal ! 997 under s guaranies

Intgrest Tale swap

The Company eni¢red Into tAterest rale swap agreements, eflective September 1. 1997 1o
manage inter¢st rate nisk on its floaung rate debt, The ameoriizing interest mute Swaps are
matched as a hedse against a specific debt instrument and have a nouwnal amounl qusl
1o one half of the prineipal balance outstanding on the debt (574.575.000 at Ciecember 25,
1997Y. The interest rale swap agrecment was entered into at the time the debl was 1ssued

i order o convert hall of the floating rate debt to fixed rates. The agregment weoninales

Septermnber 1. 2002

Amounts to be paid or received under the swap agreements are accrued as interest rates
change and are recognized over the life of the swap agreements as an adjustment o
interest expense.  The carying amount of these interest rate swap agreements of
approximately $482.000 at December 28. 1997 is included in interest pavable in the

accompanying balance sheets.

While it is not the Company’s intention to terminate the interest rate swap agrecmenis,
the Company weuld be requited 10 pay a termination fee. Al December 28. 1997, the

rermination fee would be approximately $1,.927,000, exclusive of any accrued interest.

The Compar.y is authorized to 155ue 1,000 shares of commen stock with a $1 par value
(10 shares 1ssued and outstanding as of December 28, 1997 and December 29, 1996 and
1 share of preferred swock with no par value {1 share issued and ouistandimg as of

December 25, 1997 and Decemnber 29, 1996].

The holder of the preferred stock has certain rights of approval with respect to ¢ertain
potential transactions and is entitled Lo a liquidation payment of 5100 per share upon
liguidation nf the Company or redemption of the preferred stock. Redemption of the
preferred slock 15 at the option of the Company any ime on or after the 30"
apniversary of the first home game at the new stadium or August 31, 2027, whichever 15
later. Agide From the specific approval nights and liquidaticn payment referenced above,

12



the holder of the preferred stack has no votng prghts and has mo neht worera s Jndene

ar other disiributions.

The holdet of the common stoek has exclusive vetng porver and s entiled to recai e
dividends at such (ime and in amounts approved by the Board of Durectors of the
Companv. | pon liguidation of the Company. the holder of the eommon siock would
receive the rematning assets of the Company' after all Tiabilitics have been sansfied and

the preferred stock holder has been paid the higuidation payment.
During fiscal 1997, the Parent contributed 525.000,000 in capital to the Company.

{ncome 1axes

The provision for income taxes for fiscal 1997 consists of:

Current:
F xderal S 7,374,000
S-ate 1586000
2,960,000
Deferred:
Faderal 1,041,600
a-ate 224,000
_1.265.000

The provision for income taxes is determined in accordance with Statement of Financial
Accounting Standards (SFAS) No. 109, “Accounting for Income Taxes.” which requires
that the consolidated amount of current and deferred income tax expense for a group that
files a consolidated income tax return be allocated among members of the group when
those members issue separate financial statements. Under the terms of the 1ax sharing
agreement (see Note 2), the Company did not have a federal tax liability to the Parent at
December 23, 1997, In accordance with SFAS 109, the current federal provision of
$7.374,000 has been recorded a3 a capital contribution by the Parent.

Al December 28, 1997, the Compaty had 2 deferred tax liability of approximately
51.263,000 related to depreciation on their fixed assets. Al December 29, 1996, the
Company had a net deferred (ax asset primarily related 1o loss carryforwards and had
provided a full valuation allowance for the net deferred 1ax asset since realization of these

benefits could not be reasonably assured.
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[n 1993 the Company entercd nto an agreement with Volume Services. Inc. V3]
L ndar this azreement. V' S1 s responsible for the overall management and operauon oi al
concession, catering and restaurant services for all stadium evenis. 1he Compans receives

a percentage of all revenues eamed by WVEI at Stadium events,

. Commilments and coniingengies

Agreement vith the Siate af Maritand and Prince George s County

On March |3. 1996, the Company entered Into an “Agreement as 1o Stadium Land
Acquisition. Construction and Operation™ (the Agreement) with, among other parties. the
Siate of Marviand and Prince George’s County. Pursuant to the Agreement, ihe
Company has responsibility 1o oversee and coordinate the construction of the
infrastructure on behalf of the State and County, The State and County will reimburse

the Company for all of the infrasiructure costs up to $70.3 million.

The State and County are required to reimburse the Company for 90% of the costs within
30 days afier the Company's request. The remaining 10% of the costs are due o the
Company within 30 days after the completion of the infrastructure construction. As of
December 28, 1997 and December 29, 1996, the Company had incurred $68.520,000 and
$11,340,000. respecnively, for infrastructure work of which $38.882.000 was reimbursed
ta (he Company as of December 28, 1997, As of December 28, 1997, approximalely
$16.447,000 had not ver been billed in accordancs with the terms of (he Agreement.

Pursuant to the Agreement, the Company is commtted to make contributions of 54.40
million to a charitable foundation in varying amounts over the next seven vears. (n
accordance with the Agreement, the Company paid $500.000 and S1.500.000 of tns
commitmert duting fiscal 1997 and the period from mmcepuion to December 29, 1996
respectivelv. The total amount of the contnbutions have been capialized to property and
equipment as part of the costs of constructing the Stadium.

The Compeany was required to provide to the County, and had outstanding at December
79 1996, an ijrrevocable stand-by letter of credit totaling SE30.000 to cover amy
outstanding permit fees the Company had incurred. The letter of credit expired unused.
on March 15, 1997
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Ny voesis Notre Dame Fi - arball Gane and Women s World Cup Leagiee 1999

The Company has commitnied 115 faciliies as a host vepue for the Navh versus “ais

[Tame footbal] game and the Women's World Cup in 1998 and 1999, respectivels

Significant Comiractors
The Company entered intg an agreement with Clark Censtruction Group Inc (Clark! for

the overall construction and complenen of the Stadium and infrastructure. Pursuam to the
agreement with Clark, the Company is entitled to retain 10% of charges billed by Clark

on cerain copsiruction items wntil completion of the Stadium. The amournt of contrac

retainage payable ta Clark at December 28, 1997 and December 26. 1996 is 53.205.3353

and 54,445,811, respectively.

Subseqyent events

AL the date of these financial statements, the Company has started a $35.000,000

repovation to the Stadium’s club seating level and is currently seeking financing.
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