CORFIDENTIAL

MEMORANDUM OF UNDERSTANDING

This Memorandum of Understanding “MOU”) Is entered 1o as of the last date stated below by

o fLe

and between the City of Glendale {the “City”} and Glendale Hockey, LLC {“Glendale Hockey”) to reflect the
current understanding of the parties and to serve as the basis for documenting a final agreement between the

parties.

Background

Al In May 2009, the Covotes Hockey, 1..1..C. and its affiliated entity, Arena Management Group, L.L.C.
{collectively referred to as the “Covotes™), filed for federal bankruptcy protection.

B. The NHI.’s expressed intention is to sell the Coyotes” assets as soon as practicable; efther fo new
owners who will continue to play NHI. hockey in Phoenix, or if such a sale cannot be arranged, to
new owners who may relocate the hockey team to another market.

C. 'The purpose of this Memorandum is to document the understandings that the parties to this
Memorandum have developed during their recent discussions regarding the purchase of the Coyotes’
assets from the Natonal Hockey League,

D. Discussions have now reached a point where all parties desire to commit additional and significant

i

resources and to take further actions to negotiate the more formal and detailed agreements that will
be needed in order to undertake and complete the transactions contemplated by this Memorandum
{collectvely, the “Project Agreements”). This Memorandum is intended to serve as the basss for
each party to commit that addidonal dme and those additional resources necessary for the

negotiation of the detailed Project Agreements.

It is the intent of the parties to keep the team in Glendale, Arizona for the term of the lease.

Understanding of the Parties

It is the understanding of the parties thar:

2.

Purchase of Coyotes” Assets. Glendale Hockey desires to purchase the Coyortes” assets from the NHILL
and has made satisfactory progress toward reaching an agreement with the NHL that will facilitate that
transaction.

Change of Team Name. Gleadale Hockey will work with the NHL to change the team name from
“Phoenix”, to either “Glendale” or “Arizona”.

Creatios of Community Facilities Iistrict. The City will create, or cause to be created, a Community
Facility District (“CFD™}, or other similar and beneficial mechanism, within 90-120 days of signing MOU
as an entity to sell bonds and coliect revenues.

NHI, Payment. The CFD will collect revenues and sell bonds to pav the NHL an amount not to exceed
$65 million over 2 three-vear petiod and the parking revenue will be used to securitize revenue bonds for
the purpose of making pavments to the NHL according to the following schedule:

4. Year 1 payment to NHL would be §21.6 million
b. Year 2 pavment to NHL would be 21.6 million
<. Year 3 pavment to NHL would be $21.8 million
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Operating Loss Reserve Account. The CFD will fund an Operating Loss Reserve Acconnt in an

amount of $25 million per vear; with a cap not to exceed $100 million and seven (7} years.

5.1 The CFD will pledge any available portion of parking funds, CAM charges, CFD-generated
revenues, and other available revenues to fund the Operating Loss Reserve Account.

[#3
o

The CFD will securitize the identified revenues and make funds available in an amount of
$25 million per year; with a cap of $100 muliion and seven (7} years.

2. The CFD will obtain a letter of credit, or other simifar credit enhancement, based on
best available market conditons, to provide a back-up source of funds to protect
against Operating Losses. The cost of issuance of the letter of credit, or other
similar credit enhancement, will be covered through the proceeds of the CFD3. The
letter of credit shall be drawable by Glendale Hockey upon presentation of an
audited financial statement showing the amount of loss to be paid. No other
creditor shall be able to call on the letter of credit. It is anticipated that this process
will take 30-45 days.

b Duting the first seven years of operations after Glendale Hockey’s execution of a
new Arena Management Use Lease Agreement (AMULA}, Glendale Hockey may
also draw upon the Operating Loss Reserve Account to offset losses incurred by
hockey operations and Arena Operating Hxpenses paid to Glendale Hockey as
follows:

C. Glendale Hockey’s draws upon the Operating Loss Reserve Account to pay for
actual cash losses from hockey operations and arena operations {“Team Operating
Loss™} up to $25,000,000 per vear, $100,000,0000 maximum lifetime cap and seven
years from the date of the signed amended AMULA (“Team Operating Loss
Maximum”™).

AMULA. The parties recognize a new AMULA will need to be executed as follows:

6.1 The City agrees to assign the Arena operating responstbility to either Glendale Hockey or a
third party as designated by Glendale Hockey.

6.2 The city will retain current payments under the new AMULA to pay current Bonds
associated with the initial construction of the Arena

Patking Use Fee. The CFD will establish an account for the purpose of accruing all parking revenues
net of parking-related expenses that are collected as a result of Arena operations (“Net Parking
Revenues™). Patking fees shall not exceed $8 per car, per game or $20 per car per arena event,
without the consent of Glendate Hockey.

6.1 Net Parking Revenues will be payable to the CFD.

6.2 Any Net Parking Revenues received that are greater than the amount needed to service the
debt for the NHL Payment and the Arena Operating Cap will accrue to the City

6.3 The current City Parking Fee will continue to accroe in trust for and be paid w0 the Ciry
(“Reserve Fund”™).

Recourse. At the conclusion of each year following the fifth fiscal vear, should the Operating Loss
Reserve Account be insufficient afrer disbursement for dhe Arena Operating xpenses to fund the
Team Operating Loss up o the Team Operating Loss Maxinum, the following may occor:

a. The City will secare additional funds sufficient to pay for any Operating Loss Reserve
Account shorfall, o,
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b. Glendale Hockey will provide notice no later than 180 days prior 1o the end of the 3% fiscal
vear to the City of its intent to sell the team during which period the City may secure 2 new
buyer of the assets of Glendale Hockey, in which case Glendale Hockey will receive not less
than $103,000,000 “Minimum Sale Price™), Glendale Hockey's initial equity investment in
the assets of the Phoenix Covores.

Terms. All capitabized terms not defined herein have the meaning assignied to them in the AMULA.

Further Documents. The parties acknowledge and agree that this Memorandum contains recitals of
the inmal discussions and intentions of the parties with respect 1o certain, but not all, of the terms of
the Project Agreements.

9.1 The parties further acknowledge and agree that material terms and conditions remain to be
negotiated and agreed upon prior to the execution of any of the Project Agreements.

9.2 The parties will proceed in good faith to negotiate the complete terms and conditions of the
Project Agreements.

9.3 A failure by the parties or any of them to successfully negotiate and execute any of the
Project Agreements will not be deemed a breach of this Memorandum, or any other
agreement, by, between, or among the parties and will not subject any party to any form of
hability as a result.

Council Approval. This Memorandum serves merely to memorialize the parties’ discussions and is
not intended to be a binding commitment in form or manner. The pardes fully understand that any
commitment by the City other than the administrative resocurces necessary to formulate binding
Project Agreements requires formal approval of the Glendale City Council.

Break-Up Fee. Noiwﬂ:h%taﬁdmg paragraph 10, the aity shall pay Glendale Hockey legal fees up to
$200,000 1f the City 1s unable to put in place the CFD or a similar entity to fund the above amounts,
along with a letter of credit, as discussed above, If the city provides all of the above funding
amounts through a CFD or similar entity along with a letter of credit as discussed above and
Glendale Hockey or its designee does not proceed with the purchase of the team, then Glendale
Hockey will pay the City’s lepal fees as damages not to exceed $200,000.

Glerjg/lﬁﬁg;{(ey, LILC
A
v

By: Jerry Reinsdorf
Its: Member

Dage: jf/z/f// /4 “

City of Glendale

Ed Beasley
City Manager

Drate:
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