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Report of Independent Certified Public Accountants

Board of Directors
The Florida Aquarium, Inc.

We have audited the balance sheet of The Florida Aquarium, Inc. (the Aquarium), as of
September 30, 2002, and the related statements of revenues, expenses and changes in net assets,
and cash flows for the year then ended. These financial statements are the responsibility of the
Aquarium’s management. Our responsibility is to express an opinion on these financial
statements based on our audit.

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

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of The Florida Aquarium, Inc. as of September 30, 2002, and the changes
in its financial position and cash flows for the year then ended in conformity with accounting
principles generally accepted in the United States.

As discussed in Note 1 to the financial statements, effective October 1, 2001, the Aquarium
adopted the provisions of Governmental Accounting Standards Board (GASB) Statement No. 34,
Basic Financial Statements — and Management’s Discussion and Analysis — for State and Local
Governments, GASB Statement No. 37, Basic Financial Statements — and Management’s
Discussion and Analysis — for State and Local Governments: Omnibus, and GASB Statement
No. 38, Certain Financial Statement Note Disclosures.

In accordance with Government Auditing Standards, we have also issued a report dated
November 18, 2002 on our consideration of the Aquarium’s internal control over financial
reporting and our tests of its compliance with certain provisions of laws, regulations, contracts
and grants. That report is an integral part of an audit performed in accordance with Government
Auditing Standards and should be read in conjunction with this report in considering the results
of our audit.
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The management’s discussion and analysis on pages 3 through 10 is not a required part of the
financial statements but is supplementary information required by the GASB. We have applied
certain limited procedures, which consisted principally of inquiries of management regarding the
methods of measurement and presentation of the supplementary information. However, we did
not audit the information and express no opinion on it.

As discussed in Note 2 to the financial statements, the Aquarium has restated restricted net assets
as of October 1, 2001 to correct for an error in accounting for the Aquarium’s investments and
pledges and related deferred revenue.

Sanet LLP

November 18, 2002
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The Florida Aquarium, Inc.

Management’s Discussion and Analysis

September 30, 2002

This annual report consists of two parts: management’s discussion and analysis and the financial
statements. The financial statements also include notes that explain in more detail some of the
information in the financial statements.

This section of The Florida Aquarium, Inc.’s (the Aquarium) annual financial report presents
management’s analysis of the Aquarium’s financial performance during the fiscal year ended
September 30, 2002. Please read it in conjunction with the financial statements, which follow
this section.

Financial Highlights
Versus Versus Last
Actual Budget Year
Attendance 582,415 +2% -6%
Turnstile revenues $6.3 million 0% -3%
Operating contributions $2.2 million 0% 0%
Operating expenses $8.4 million 0% 0%

This financial information resulted in operating income (before depreciation, non-operating
activities and contributions) of $55,255, versus last year’s $247,625. In fiscal 2001, the
Aquarium realized its second highest attendance year with the opening of the “SeaHunt” exhibit,
the new DolphinQuest program and events related to Superbowl XXXV. In contrast, fiscal 2002
began just after the terrorist events of September 1 1™, The Aquarium was able to quickly adjust
its fiscal 2002 budget to reflect the impact of these events on tourism, the economic markets,
philanthropic giving and discretionary spending; therefore, actual financial results were within
budgeted expectations, but understandably below last year’s results.

Required Financial Statements

The financial statements of the Aquarium report information about the Aquarium using
accounting methods similar to those used by private sector companies. These statements offer
short- and long-term financial information about its activities. The balance sheet includes all of
the Aquarium’s assets and liabilities and provides information about the nature and amounts of
investments in resources (assets) and the obligations to Aquarium creditors (liabilities). The
assets and liabilities are presented in a classified format, which distinguishes between current and
long-term assets and liabilities. It also provides the basis for computing rate of return, evaluating
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The Florida Aquarium, Inc.

Management’s Discussion and Analysis (continued)

Required Financial Statements (continued)

the capital structure of the Aquarium and assessing the liquidity and financial flexibility of the
Aquarium. All of the current year’s revenues and expenses are accounted for in the statement of
revenues, expenses and changes in net assets. This statement measures the success of the
Aquarium’s operations over the past year and can be used to determine whether the Aquarium
has successfully recovered all its costs through its activities, as well as its profitability and credit
worthiness. The final required financial statement is the statement of cash flows. The primary
purpose of this statement is to provide information about the Aquarium’s cash receipts and cash
payments during the reporting period. The statement reports cash receipts, cash payments and net
changes in cash resulting from operating, investing and financing activities and provides answers
to such questions as where did cash come from, what was cash used for and what was the change
in the cash balance during the reporting period.

Financial Analysis of the Aquarium

Our analysis of the Aquarium begins with the balance sheet. One of the most important questions
asked about the Aquarium’s finances is, “Is the Aquarium as a whole better off or worse off as a
result of the year’s activities?”” The balance sheet and the statement of revenues, expenses and
changes in net assets report information about the Aquarium’s activities in a way that will help
answer this question. These two statements report the net assets of the Aquarium and changes in
net assets. You can think of the Aquarium’s net assets — the difference between assets and
liabilities — as one way to measure financial health or financial position. Over time, increases or
decreases in the Aquarium’s net assets are one indicator of whether its financial health is
improving or deteriorating. However, you will need to consider other non-financial factors such
as changes in economic conditions, the tourism industry, population growth, and regulation and
new or changed government legislation.
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The Florida Aquarium, Inc.

Management’s Discussion and Analysis (continued)

Net Assets

To begin our analysis, a summary of the Aquarium’s balance sheets is presented in Table A-1.

TABLE A-1

Condensed Statements of Net Assets (Balance Sheets)

Current and other assets
Capital assets
Total assets

Non-current liabilities
Other liabilities
Total liabilities

Net assets

Invested in capital assets, net of
related debt

Restricted

Unrestricted

Total net assets

(In thousands of dollars)

Total
Dollar Percent
FY 2002 FY 2001 Change Change
$1,488 $1,544 $ (56) 3.6)%
447 609 (162) (26.6)
$1,935 $2,153 $(218) (10.1)%
$ 320 $ 363 $ (43) (11.8)%
2,153 2,126 27 1.3%
$2,473 $2,489 $ (16) (0.6)%
$ 38 $ 208 $(170) (81.7)%
199 200 (D (0.5)
(775) (744) (3D (4.2)
$ (538) $ (336) $(202) (60.1)%

Total net assets decreased by $202,000 to a net deficit of $538,000. As discussed earlier,
operations realized a $55,000 surplus and non-operating activities plus contributions netted a
$12,000 surplus. The remaining item included in the change in net assets is $270,000 for
depreciation expense — a noncash item.

Net assets “invested in capital assets, net of related debt” are $38,000. During the year, $109,000

of capital asset additions were made — primarily a new phone system, upgraded computer

equipment and life support equipment. The depreciation expense referred to above is reflected in

this net asset class. The phone system was acquired with a capital lease, so the issuance and

repayments of that lease, including interest expense, are reflected in this net asset class. Principal

and interest payments on the bank note related to the Eco-tour boat also are reflected in this net

asset class.
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The Florida Aquarium, Inc.

Management’s Discussion and Analysis (continued)

Net Assets (continued)

“Restricted” net assets are $199,000. This net asset class represents the total fair value of the
Aquarium’s endowment fund. Contributions totaling $19,000 were received and recognized in
fiscal 2002. Unfortunately, due to the decline in the stock market, an unrealized loss on
investments of $20,000 was also recognized.

The remaining net asset balance is “unrestricted.” The balance actually shows a significant
deficit ($775,000). The Aquarium’s early financial history was very unstable. Through 1997,
operating expenses greatly exceeded revenues, and prior to the City of Tampa (the City)’s
acquisition of the assets and assumption of debt, the Aquarium was strapped with significant
debt and interest payments. Business and organizational restructuring occurred in 1997 and 1998
to help stabilize the yearly budget, and from 1999 through the present, the Aquarium has
managed to achieve breakeven or slightly better results against the operating budget. However,
until the Aquarium can achieve significant operating surpluses and reduce the accounts payable
and accrued expenses balances that were created during its early history, the Aquarium’s long-
term stability may not improve.

Capital Assets

The Aquarium’s capital assets, net of accumulated depreciation at September 30, 2002, were
$447,000 compared to $609,000 last year. The net decrease of $162,000 was primarily related to
the fiscal year 2002 depreciation expense of $270,000 offset by capital asset additions of
$109,000. Please refer to Note 4 in the accompanying financial statements for additional
information on the Aquarium’s fiscal year 2002 capital asset activities.

Debt Administration
The Aquarium’s non-current liabilities at September 30, 2002 were $320,000 compared to

$363,000 last year. Please refer to Notes 4 and 6 in the accompanying financial statements for
additional information on the Aquarium’s non-current liability activities.
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The Florida Aquarium, Inc.

Management’s Discussion and Analysis (continued)

TABLE A-2
Condensed Statements of Revenues,
Expenses and Changes in Net Assets
(In thousands of dollars)

Total
FY FY Dollar Percent
2002 2001 Change Change
Operating revenues $8,489 $8,683 $(194) (2.2)%
Operating expenses 8,434 8,435 ) (0.0)
Operating income before depreciation 55 248 (193) (77.8)
Depreciation expense 270 187 83 44.4
Operating (loss) income (215) 61 (276) (452.5)
Non-operating revenue 10 29 (19) (65.5)
Non-operating expense (316) (428) (112) (26.2)
Loss before capital contributions (521) (338) (183) (54.1)
Capital contributions 319 443 (124) (28.0)
Change in net assets (202) 105 (307) (292.4)
Beginning net assets (336) (441) 105 23.8
Ending net assets $ (538) $ (3306) $(202) (60.1)%

Operating Turnstile Revenues

Attendance and related turnstile revenues reflect a shift in the Aquarium’s customer base from
fiscal 2001 to fiscal 2002. Due to the sluggish economic environment, the Aquarium’s guests
generally sought out discounted admissions and spent less when inside the building at the gift
shop and in the cafeteria. Fortunately, the most successful evening event admissions and related
catering revenues in Aquarium history helped offset these shortfalls. The Aquarium’s parking lot
was impaired by construction in the surrounding area by the Tampa Port Authority (the Port) and
the City. As such, the lot was closed for an extended period of time during fiscal 2002. Although
the Port and the City compensated the Aquarium for part of the lost parking revenues, not all of
this potential revenue source was realized. Following is a table of guest’s average per capita
spending for each turnstile revenue category:
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The Florida Aquarium, Inc.

Management’s Discussion and Analysis (continued)

Operating Turnstile Revenues (continued)

FY FY
2002 2001
Admissions $ 6.79 $ 6.68
Gift shop sales 1.90 2.04
Restaurant — café sales 1.51 1.63
Restaurant — catered events 24.33 22.75
Restaurant — overall 3.29 3.08
Parking 0.67 0.79
Miscellaneous 0.08 0.14
Total $12.73 $12.73

Operating Contributions and Grants

Operating contributions and grants include donations to the Aquarium’s annual fund by
individuals and corporations; grants from state and local governments, agencies and foundations;
annual memberships; and special fundraising events. This category also includes the annual
contributions from the City to balance the Aquarium’s cash flow operating budget per
contractual agreement. In fiscal 2001, an additional $500,000 was received from the City from
the proceeds of the sale of a portion of the parking lot. The Aquarium used $145,000 towards the
“SeaHunt” exhibit — the balance was used for operations. In fiscal 2002, due to the losses
experienced in the stock market and overall economic downturn, the Aquarium experienced
significant shortfalls in gifts and sponsorships from corporations. Several foundations were
unable to repeat annual gifts due to stock market losses. One foundation, that also happened to be
the Aquarium’s most supportive donor since inception, liquidated in fiscal 2002. Fortunately, a
$2 million gift to be received by the City from this foundation in fiscal 2006 was paid in fiscal
2002 upon liquidation. Of this $2 million, the Aquarium received $300,000, which is reflected in
operating contributions and grants in the accompanying statement of revenues, expenses and
changes in net assets. The remaining $1.7 million is being held by the City to be distributed to
the Aquarium, subject to City Council approval, upon the satisfaction of certain contingencies,
including the completion of various expansion projects. Following is a detail of operating
contributions and grants:
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The Florida Aquarium, Inc.

Management’s Discussion and Analysis (continued)

Operating Contributions and Grants (continued)

FY FY

2002 2001
Annual fund — individual $ 77,956 $ 44332
Annual fund — corporate 52,250 135,749
Grants 605,336 231,771
Memberships 632,169 612,463
Special events 113,047 96,828
City of Tampa 700,000 1,055,000
Total $2,180,758 $2,176,143

Operating Expenses

The Aquarium’s most significant operating expense is salaries and related taxes, insurance and
benefits. The Aquarium’s staff consists of 126 full-time equivalents (FTEs). The 8% increase in
salaries and benefits from fiscal 2001 to 2002 is attributed to annual merit increases and
increases in health insurance premiums.

Significant premium increases in property insurance occurred during the Aquarium’s third
quarter in fiscal 2002. A 400% premium increase occurred ($300,000), but it was not related to
the Aquarium’s claims history. In fact, the Aquarium has never had a property claim during its
existence. The increase was attributed to losses suffered by the re-insurance companies related to
September 11" events; the Aquarium’s proximity to the Port (a terrorist risk); a tourist attraction
(also a terrorist risk); and its location on the water (a hurricane — wind and flood risk).

Another unexpected expense during fiscal 2002 was approximately $100,000 in executive search
firm fees and expenses related to filling the President/CEQO position at the Aquarium. This fee is
included in professional services in the accompanying statement of revenues, expenses and
changes in net assets.

To help offset these unexpected expenses and remain within the total operating expense budget,
Aquarium management cut $300,000 of expenses out of the operating budget. The Aquarium’s
marketing team also worked diligently in fiscal 2002 to develop media partnerships to stretch the
advertising dollars spent. This accounts for the 36% decrease in advertising and promotions
expense from fiscal 2001 to fiscal 2002.
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The Florida Aquarium, Inc.

Management’s Discussion and Analysis (continued)

Non-Operating Revenues and Expenses and Capital Contributions

Aquarium management’s primary focus is on operations; however, the following information is
useful in understanding the Aquarium’s overall financial position.

Besides raising funds to support operations, the Aquarium’s development team also raises funds
for capital improvements and exhibit enhancements. During fiscal 2002, approximately $319,000
of capital contributions was raised, including $19,000 of endowment contributions. Almost
$250,000 was spent on exhibit enhancements, which are improvements to the Aquarium facility
or new exhibitry. Since the City owns the actual land and building, any improvements to their
assets that are funded by the Aquarium are reflected in the statement of revenues, expenses and
changes in net assets as non-operating expenses. In fiscal 2002, the Wetlands Overlook gallery,
which hosted the “Frights of the Forest” exhibit, was converted to a new exhibit, “Invaders!
Florida’s Most Unwanted Species.” This exhibit was funded through grants.

Fiscal 2003 Outlook

Tourism and the economy are expected to remain slow during fiscal 2003. As such, the fiscal
2003 budgeting process has followed fiscal 2002 results. Attendance has been projected at
590,000, just 8,000 visits more than fiscal 2002. Similar visitor patterns observed in fiscal 2002
are expected to repeat. No new animal exhibits will open in fiscal 2003; however, additional
revenue generating programs and opportunities have been added to offset increases in operating
expenses, most notably the property insurance premium. Contributions from individuals,
memberships, grants and corporations are also expected to improve towards the end of the year.

The City’s contribution has been increased from $700,000 to $850,000 to also help offset the
property insurance premium. All other expense items are expected to remain consistent with
fiscal 2002. Another breakeven year is predicted. Planning and construction for the Aquarium’s
new fiscal 2004 exhibit is already underway, and a three to five year master planning process
will begin in fiscal 2003. It is the intention of management, with City Council approval, to draw
upon the $1.7 million the City is holding on behalf of the Aquarium to help fund this master
plan.
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The Florida Aquarium, Inc.

Balance Sheet

September 30, 2002

Assets

Current assets:
Cash and cash equivalents
Restricted cash and cash equivalents

Accounts receivable, net of allowance for doubtful accounts of $7,500

Inventories
Other current assets
Total current assets

Noncurrent assets:
Restricted investments
Capital assets, net

Total noncurrent assets

Total assets

Liabilities and net assets (deficit)
Current liabilities:
Accounts payable and accrued expenses
Current maturities of note payable
Current maturities of capital lease obligation
Deferred revenue
Deferred revenue payable from restricted assets
Total current liabilities

Non-current liabilities:

Note payable, net of current maturities

Capital lease obligation, net of current maturities
Total non-current liabilities
Total liabilities

Net assets (deficit):
Invested in capital assets, net of related debt
Restricted net assets
Unrestricted net assets (deficit)

Total net assets (deficit)

Total liabilities and net assets (deficit)

See accompanying notes.
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§ 78,503
385,454
424,489
362,804

37,468

1,288,718

199,152
447,485

646,637

$1,935,355

$1,284,641
69,247
20,284
393,717
385,454

2,153,343

293,727
26,475

320,202

2,473,545

37,752
199,152
(775,094)

(538,190)

$1,935,355
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The Florida Aquarium, Inc.

Statement of Revenues, Expenses and Changes in Net Assets

Year ended September 30, 2002

Revenues and support:
Admissions
Contributions and grants
Gift shop sales
Restaurant sales, net of direct expenses
Parking revenue
Community programs revenue
Miscellaneous revenue
Total revenues and support

Operating expenses:
Salaries and benefits
Advertising and promotions
Gift shop cost of goods sold
Occupancy-related
Professional services
Insurance
Animals, plants and food
Other operating expenses
Total operating expenses

Operating income before depreciation
Depreciation
Operating loss

Non-operating revenues (expenses):
Exhibit enhancements
Interest income
Interest expense
Unrealized losses on investments
Net non-operating revenues (expenses)

Excess of expenses over revenues before capital contributions
Capital contributions
Change in net assets

Total net assets (deficit), beginning of year — restated
Total net assets (deficit), end of year

See accompanying notes.
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$4,240,089
2,180,758
1,109,433
299,931
389,881
222,276
46,354

8,488,722

4,419,041
585,659
544,876

1,236,293
409,754
384,336
168,961
684,547

8,433,467

55,255
(270,033)

(214,778)

(249,361)
9,546

(47,190)

(19,742)

(306,747)

(521,525)
318,959

(202,566)
(335,624)

$ (538,190)
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The Florida Aquarium, Inc.

Statement of Cash Flows

Year ended September 30, 2002

Cash flows from operating activities

Cash received from turnstile operations

Cash received from contributions, memberships and grants
Cash paid to employees

Cash paid to vendors

Net cash provided by operating activities

Cash flows from capital and related financing activities
Capital contributions

Capital expenditures

Exhibit enhancements

Issuance of note payable

Repayments of note payable

Interest paid on note payable

Repayments of capital lease

Interest paid on capital lease

Net cash used in capital and related financing activities

Cash flows from investing activities
Purchase of investments

Interest and dividends

Net cash used in investing activities

Net decrease in cash and cash equivalents
Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year

Reconciliation of operating loss to net cash provided by operating activities

Operating loss

Adjustments to reconcile operating loss to net cash provided by operating activities:

Depreciation

Provision for uncollectible accounts receivable

Changes in operating assets and liabilities:
Accounts receivable
Inventories
Other current assets
Accounts payable and accrued expenses
Deferred revenue

Net cash provided by operating activities

Noncash items
Acquisition of capital asset through capital lease

Unrealized loss on investments

See accompanying notes.
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$6,818,740
1,973,737

(3,811,436)

(4,978,941)

2,100

318,959
(39,645)
(249,361)

(37,026)
(38,030)
(22,601)

(9,160)

(76,364)

(19,300)
9,546

(9,754)

(84,518)
548,475

$ 463,957

$ (214,778)

270,033
3,375

54,733
(61,866)
(24,308)
(83,318)
58,229

$ 2,100

$ 69,360

S (19,742)
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The Florida Aquarium, Inc.

Notes to Financial Statements

September 30, 2002

1. Organization

The Florida Aquarium, Inc. (the Aquarium) was incorporated December 12, 1986, in the state of
Florida, as a not-for-profit organization. Construction of an aquarium (the Facility) was
completed and opened to the public in March 1995. In October 1996, the Aquarium sold the
Facility and related assets to the City of Tampa, Florida, (the City) and entered into an agreement
with the City for management of the Facility (the Management Agreement). The Management
Agreement defines the rights and obligations of both the City and Aquarium management, and
expires September 30, 2005. Under the Management Agreement, after the City has approved the
Aquarium’s annual budget, the City is responsible for reimbursing the Aquarium for any
deficiency of revenues and support received over expenses incurred, if the expenses were
included in the annual budget approved by the City. The City approved the Aquarium’s annual
plan for the year ending September 30, 2003, on September 19, 2002.

The Aquarium is reported as a discretely presented component unit in the City’s basic financial
statements. As such, the Aquarium’s financial statements are presented in accordance with the
provisions of the Governmental Accounting Standards Board (GASB) as an enterprise fund.

The Aquarium’s mission is to create engaging experiences that inspire a sense of wonder,
understanding and stewardship of our aquatic environment.

2. Significant Accounting Policies
Basis of Accounting

The financial statements of the Aquarium are accounted for on the flow of economic resources
measurement focus and uses the accrual basis of accounting, whereby revenues are recognized
when earned and expenses are recognized when incurred. The accounting and reporting policies
of the Aquarium conform with the accounting rules prescribed by GASB. The Aquarium has
elected under GASB Statement No. 20, Paragraph 7, Accounting and Financial Reporting for
Proprietary Funds and Other Governmental Entities That Use Proprietary Fund Accounting, to
apply all applicable Financial Accounting Standards Board (FASB) Statements and
Interpretations issued after November 30, 1989, except for those that conflict with or contradict
GASB pronouncements.

Effective October 1, 2001, the Aquarium adopted the provisions of GASB Statement No. 34,
Basic Financial Statements —and Management’s Discussion and Analysis — for State and Local
Governments (Statement 34), GASB Statement No. 37, Basic Financial Statements — and
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The Florida Aquarium, Inc.

Notes to Financial Statements (continued)

2. Significant Accounting Policies (continued)

Management’s Discussion and Analysis — for State and Local Governments: Omnibus
(Statement 37), and GASB Statement No. 38, Certain Financial Statement Note Disclosures
(Statement 38). Statement 34 establishes standards for external financial reporting for all state
and local governmental entities, which includes a balance sheet, a statement of activities and
changes in net assets and a statement of cash flows. It requires the classification of net assets into
three components — invested in capital assets, net of related debt; restricted; and unrestricted.
These classifications are defined as follows:

* Invested in capital assets, net of related debt — This component of net assets consists of
capital assets, including restricted capital assets, net of accumulated depreciation and
reduced by the outstanding balances of any bonds, mortgages, notes or other borrowings
that are attributable to the acquisition, construction or improvement of those assets. If
there are significant unspent related debt proceeds at year-end, the portion of the debt
attributable to the unspent proceeds are not included in the calculation of invested in
capital assets, net of related debt. Rather, that portion of the debt is included in the same
net assets component as the unspent proceeds.

* Restricted — This component of net assets consists of constraints placed on net asset use
through external factors imposed by creditors (such as through debt covenants), grantors,

contributors, or laws or regulations of other governments.

* Unrestricted net assets — This component of net assets consist of net assets that do not
meet the definition of “restricted” or “invested in capital assets, net of related debt.”

The adoption of Statements 34, 37 and 38 had no effect on the financial statements except for the
presentation and classification of net assets.
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The Florida Aquarium, Inc.

Notes to Financial Statements (continued)

2. Significant Accounting Policies (continued)
Prior Period Restatement

Net assets at October 1, 2001 have been restated to adjust the Aquarium’s investments to fair
value in accordance with GASB Statement No. 31, Accounting and Financial Reporting for
Certain Investments and for External Investment Pools (Statement 31), and remove the
previously recorded pledges receivable and related deferred revenue in accordance with GASB
Statement No. 33, Accounting and Financial Reporting for Nonexchange Transactions
(Statement 33), as these pledges do not satisfy the criteria for recording. The effect of the
restatement on net assets at October 1, 2001 is as follows:

Net assets, October 1, 2001, as previously reported $(398.,418)
Record investments at fair value 62,794
Remove pledges receivable (916,213)
Remove deferred revenue related to above pledges receivable 916,213
Net assets, October 1, 2001, restated $(335,624)

Cash and Cash Equivalents

Cash and cash equivalents include cash, cash held in money market accounts and commercial
paper with maturities of 90 days or less.

Investments

Investments include marketable equity securities reported at fair value based on quoted market
rates, plus accrued interest and dividends; a beneficial interest in the assets of the Community
Foundation of Tampa Bay that is valued at fair value; and cash that is held for long-term
endowment purposes. The total unrealized gain/loss on investments is reflected in the
accompanying statement of revenues, expenses and changes in net assets.

The Aquarium has investments that are held in a Cultural Endowment Program Fund in the
amount of $156,582 and investments with the Community Foundation of Tampa Bay in the
amount of $42,570. These investments are reported at fair value in accordance with
Statement 31.
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The Florida Aquarium, Inc.

Notes to Financial Statements (continued)

2. Significant Accounting Policies (continued)

Inventories

Inventories consist primarily of gift shop merchandise. Inventories are valued at the lower of cost
(first-in, first-out method) or market. The cost of purchasing or collecting live specimens is
expensed as incurred.

Capital Assets

Capital assets are carried at cost. Depreciation is computed on a straight-line basis over the
estimated useful lives of the assets or the lease terms, as follows:

Vehicles 5 years
Eco-tour boat 5 years
Furniture and equipment 1-5 years

Impairment of Long-Lived Assets

In accordance with Statement of Financial Accounting Standards (SFAS) No. 121, Accounting
for the Impairment of Long-Lived Assets and Long-Lived Assets to Be Disposed Of, the
Aquarium reviews its long-lived assets for impairment whenever events or changes in
circumstances indicate that the carrying amount of the assets may not be fully recoverable.
Management has determined that no impairments were required during the year ended
September 30, 2002.

The FASB has issued SFAS No. 144, Accounting for the Impairment or Disposal of Long-Lived
Assets. The requirements of SFAS No. 144 are effective for fiscal year 2003. Management of the
Aquarium has not assessed the future impact of SFAS No. 144 on the financial statements.

Contributions

Unrestricted contributions are recognized within unrestricted net assets at fair value when
received. Restricted contributions are deemed to be earned and reported as contributions when
amounts received have been expended according to the donor’s restrictions. Such amounts,
received but not earned, are reported as cash and deferred revenue in restricted net assets.
Contributions to the endowment fund are also reflected in restricted net assets when received.
Contributions and pledges are recorded in accordance with Statement 33 when certain eligibility
requirements are met.
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The Florida Aquarium, Inc.

Notes to Financial Statements (continued)

2. Significant Accounting Policies (continued)
Fundraising Expense

Total fund raising expenses incurred by the Aquarium during the year ended September 30, 2002
was approximately $587,000.

Deferred Revenue

Deferred revenue in the accompanying balance sheet consists of amounts collected from
customers as deposits on future events at the Aquarium; contributions from members for annual
memberships; and unspent restricted contributions received from donors. Deposits for future
events are recognized as revenue when the events take place; amounts collected for annual
memberships are recognized as contributions ratably over the membership period; and restricted
contributions are recognized as revenues when amounts received have been expended according
to the donor’s restrictions.

Tax Status

The Aquarium has received a favorable determination letter from the Internal Revenue Service,
and 1s exempt from federal income taxes under Internal Revenue Code (IRC) Section 501(a) as
an organization described in Section 501(c)(3).

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenues and
support and expenses during the reporting period. Actual results could differ from those
estimates.

3. Accounts Receivable

Accounts receivable in the amount of $424,489, net of allowance for doubtful accounts of
$7,500, consist of $219,982 of receivables owed from customers, including certain government
and business entities with whom the Aquarium has certain contracts. The remaining $204,507 is
due from Sodexo for cafeteria management operations. See Note 10 for more discussion of the
Sodexo agreement.
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The Florida Aquarium, Inc.

Notes to Financial Statements (continued)

4. Capital Assets

The following is a summary of changes in capital assets for the fiscal year ended September 30,
2002:

Balance Balance
October 1 September 30
2001 Additions Deletions 2002

Capital assets, depreciable:

Vehicles $ 157,320 $ - $ - $ 157,320

Eco-tour boat 460,395 - - 460,395

Equipment under capital lease — 69,360 — 69,360

Furniture and equipment 2,906,423 39,645 - 2,946,068
Total depreciable capital assets 3,524,138 109,005 — 3,633,143
Less accumulated depreciation:

Vehicles 120,339 31,476 — 151,815

Eco-tour boat 38,366 92,079 - 130,445

Equipment under capital lease — 13,812 — 13,812

Furniture and equipment 2,756,920 132,666 - 2,889,586
Total accumulated depreciation 2,915,625 270,033 - 3,185,658
Total depreciated capital assets, net $ 608,513  $(161,028) $— $ 447,485

Future minimum lease payments under the capital lease as of September 30, 2002, are as
follows:

Year ending September 30 Amount
2003 $27,081
2004 27,081
2005 2,257
Total minimum lease payments 56,419
Less amount representing interest at 18% (9,660)
Present value of minimum capital lease payments 46,759
Less current maturities (20,284)

Long-term capital lease $26,475
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The Florida Aquarium, Inc.

Notes to Financial Statements (continued)

5. Accounts Payable and Accrued Expenses

Accounts payable and accrued expenses at September 30, 2002 consist of amounts owed for
operating and payroll expenses as follows:

Accounts payable $ 943,293
Accrued payroll expenses 341,348
$1,284,641

6. Note Payable

The note payable consists of a $400,000 loan, bearing interest at 9.5%, principal and interest
payable monthly. A balloon payment of $148,420 will be due August 31, 2005. The note is
collateralized by the Eco-tour boat. Additionally, one-half of the outstanding principal is
guaranteed by the Tampa Port Authority (the Port). Future maturities of the note payable as of
September 30, 2002, are as follows:

Year ending September 30 Amount
2003 $ 69,247
2004 76,091
2005 217,636

$362,974

7. Related-Party Transactions
Included in contributions was approximately $380,000 received from members or entities

affiliated with certain members of the Board of Directors and Trustees (the Board). Additionally,
there was $700,000 received from the City included in contributions.
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The Florida Aquarium, Inc.

Notes to Financial Statements (continued)

8. Retirement Savings Plan

Effective January 1, 1994, a retirement savings plan was established pursuant to IRC

Section 403(b). Substantially all employees are eligible to participate in the plan. Contributions
are made at the discretion of the Board. Contributions totaling approximately $11,100, included
in salaries and benefits in the accompanying statement of revenues, expenses and changes in net
assets, were made for the year ended September 30, 2002.

9. Contingencies

During 2002, one of the Aquarium’s donors liquidated. Upon liquidation, a $2 million gift was
received by the City. Of this amount, the City contributed $300,000 to the Aquarium. The
remaining $1.7 million is being held by the City to be distributed to the Aquarium, subject to
City Council approval, in the future upon the satisfaction of certain contingencies, including
completion of various expansion projects.

10. Restaurant Management Agreement

The Aquarium maintains an agreement (the Agreement) with Sodexo to manage food operations.
Sodexo is paid a management fee equal to the lesser of 4% of sales, or $120,000. Profits and
losses are allocated 75% and 25% to the Aquarium and Sodexo, respectively. As of

September 30, 2002, the Aquarium had a receivable from Sodexo related to restaurant sales of
approximately $205,000, which is included in the accompanying balance sheet. The Agreement
expires August 9, 2006.

11. Tampa Port Authority License Agreement

In April 2000, the Aquarium signed a five-year agreement with the Port concerning the use and
care of the Eco-tour boat. The agreement states that the Port will compensate the Aquarium in
the form of rent payments, covering principal and interest on the note, for use of 50% of the Eco-
tour boat’s available time. Additionally, the Port will reimburse the Aquarium for half of all
operating costs, up to a maximum of $90,000 per year. As of September 30, 2002, the Aquarium
has approximately $35,000 in accounts receivable due from the Port, related to the agreement.
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Report of Independent Certified Public Accountants on
Compliance and on Internal Control Over Financial Reporting
Based on an Audit of the Financial Statements Performed
in Accordance with Government Auditing Standards

Board of Directors
The Florida Aquarium, Inc.

We have audited the financial statements of The Florida Aquarium, Inc. (the Aquarium) as of
and for the year ended September 30, 2002, and have issued our report thereon dated
November 18, 2002. We conducted our audit in accordance with auditing standards generally
accepted in the United States and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States.

Compliance

As part of obtaining reasonable assurance about whether the Aquarium’s financial statements are
free of material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts and grants, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of our audit and, accordingly,
we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance that are required to be reported under Government Auditing Standards.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Aquarium’s internal control over
financial reporting in order to determine our auditing procedures for the purpose of expressing
our opinion on the financial statements and not to provide assurance on the internal control over
financial reporting. Our consideration of the internal control over financial reporting would not
necessarily disclose all matters in the internal control over financial reporting that might be
material weaknesses. A material weakness is a condition in which the design or operation of one
or more of the internal control components does not reduce to a relatively low level the risk that
misstatements in amounts that would be material in relation to the financial statements being
audited may occur and not be detected within a timely period by employees in the normal course
of performing their assigned functions. We noted no matters involving the internal control over
financial reporting and its operation that we consider to be material weaknesses.
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This report is intended solely for the information and use of The Florida Aquarium, Inc. officials
and management and applicable state and federal agencies and is not intended to be and should
not be used by anyone other than these specified parties.

Gt ¥ MLLP

November 18, 2002
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