


To move this proposal forward, we recommend the Council approve a Memorandum of
Understanding (MOU) (Attachment A) that outlines a development model of the Project
developed by the City Team and AEG. This MOU is a non-binding framework that will guide
discussions on the Definitive Agreements, the contractual documents that would implement the
Project. These documents may include a Development Agreement, a Reciprocal Easement
Agreement, a Gap Financing Agreement, and documents necessary to issue Bonds for the New
Hall. These agreements will be subject to subsequent approval by the Council.

The terms of the draft MOU are as follows:

Event Center

. No public funds would be used to finance the Event Center;

. AEG would pay a fair market value to lease the City-owned site, adjusted
annually, for 55 years; and

. The Project would not proceed until an NFL team has signed a contract to use the

Event Center and Event Center financing is in place.

New Hall

e A New Hall comparable in size to the LACC West Hall with improved
functionality would be constructed,

. Approximately $275M in tax-exempt bonds would provide funding for the New
Hall;

. 73% of bond payments would be covered by AEG payments and 27% of net new

tax revenues generated by the Event Center would cover the remainder;
Series A bonds of approximately $195M would be backed by the Event Center
lease payment, new possessory interest tax revenues and limited parking tax
revenues; and

. Series B bonds of approximately $80M would be paid from a Mello-Roos District
tax.

Guarantee

. A three-part guarantee would be provided to ensure sufficiency of funds to cover

Project bonds:

- Period 1, first four years: $50 million letter of credit, completion guaranty
for the Event Center and New Parking Structures, first position for City on
the New Parking Structures, a signed team lease, and assignment of team
lease and other agreements to City;

- Period 2, first three years of operation: Completed Event Center, NFL
team is playing, $28 million letter of credit;

= Period 3, remainder of 30-year bond term: Stabtlity in Event Center and
team operations, $5 million letter of credit plus cash or Letter of Credit to
secure Mello-Roos bonds; and

- AEG would guarantee any shortfall in revenues to pay debt service.
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Feonomic Impact

. Total incremental new tax revenues earned by the City General Fund over 30
years would be $410 million, or $146 million net present value; and

. Approximately 2,600 temporary and 6,320 permanent jobs would be created in the
City of Los Angeles,

Parking

o AEG would construct and operate two parking facilities (4,000 total spaces) at its
cost:

- LA Live Way Garage -- A 3,000-space garage constructed on the site of
the existing City-owned Cherry Street Garage that replaces parking spaces
lost from West Hall (1,600 spaces) and Cherry Street Garage (800 spaces)
demolition, and

- Bond Street Garage — A 1,000-space garage on the site of the City-owned
Bond Street parking lot;

. The City would have use of the Bond Street Garage for its events when there are
no events at the Farmers Field Event Center or Staples Center;

o AEG would pay fair market value to lease these sites, adjusted annually, for 55
years; and

s City and AEG would collaborate to ensure parking availability for LACC events,

Other Issues

. AEG would compensate the LACC for any reduced convention or trade show
revenues that result from construction period disruptions;

» AEG would not schedule events into the Event Center that compete with LACC
events;

e LACC and AEG would establish a Macro-Booking Committee to coordinate
events campus-wide; .

. The Staples Center lease would be extended to expire at the same time as the
Event Center, in consideration for AEG paying an additional special tax; and

. A Public Benefits package would be developed.

This MOU is consistent with the principles for Project consideration discussed by your Ad Hoe
Committee on the Proposed Downtown Stadium and Convention Center Renovation at its
meeting of April 18, 2011.

RECOMMENDATIONS
That the City Council;

1. AUTHORIZE the Chief Legislative Analyst (CLA) and City Administrative
Officer (CAQ) to execute a Memorandum of Understanding (MOU) between the
City and Anschutz Entertainment Group, Inc. (AEG) substantially in conformance
with the attached document setting forth the general terms and parameters for the
development of the Event Center, parking garages, and Los Angeles Convention
Center (LACC) New Hall; and

Page 3



2. INSTRUCT the CLA, with the assistance of the CAO, City Attorney, Los Angeles
Convention Center, and other departments as appropriate, to prepare and present

to Council the Definitive Agreements necessary to fully implement the terms of
the MOU.

BACKGROUND

In late 2010 and early 2011, representatives from Anschutz Entertainment Group, Inc. (AEG)
began publicly discussing their interest in attracting a National Football League (NFL) team to
Los Angeles and constructing a Event Center for its use in Downtown Los Angeles at the current
site of the West Hall of the Los Angeles Convention Center (LACC). A key part of the proposal
was that the West Hall would be demolished and a New Hall constructed immediately adjacent to
the South Hall. The intent was to replace the aging West Hall with a modern exhibition hall and
meeting space in a more functional convention center facility. The Event Center and the New
Hall comprise the Project.

The AEG proposal indicated that no City funds would be used to fund the Event Center. Further,
the proposal provided that only net new revenues generated by the Project would fund the LACC
improvements. The intent expressed by AEG was that the City General Fund would be protected,
and that the Event Center would leverage new City revenues to support improvements to the

LACC.

On January 5, 2011, Motion (Perry-Smith/Garcetti, CF 11-0023, Attachment B) was introduced
to begin consideration of the AEG proposal. Motion designated the Chief Legislative Analyst
{CLA) as the lead negotiator, with the assistance of the City Administrative Officer (CAQ), City
Attorney, and LACC (City Team). Motion also instructed the CLA to establish an
interdepartmental task force to coordinate the activities of all City departments with regard to
consideration of the AEG proposal.

On February 16, 2011, AEG sent a lefter to City officials seeking to formally initiate the Project
{Attachment C). That letter contained the first written details from AEG concerning its proposal
and provided the starting point for discussions between the City and AEG. The City Team
initiated regular meetings with AEG to discuss its proposal, identify issues associated with the
Project, and determine whether the Project would be financially viable and economically sound.

To assist the City with independent analysis of the proposal, the CLA initiated a competitive
search for consultants to advise the City on all aspects of the proposal, including stadium
economics, NFL franchise financial considerations, convention center facility needs, and other
relevant issues. In April 2011, the CLA hired Convention Sports and Leisure International (CSL)
to provide these services,

Concurrently, the CAO conducted a competitive search for consultants to advise the City on
potential bond financing plans for the proposed New Hall, as well as guarantees necessary to
ensure that any proposed bond structure had fiscal security and support. The CAO selected

Public Resources Advisory Group (PRAG) and KNN Public Finance (KNN) to provide these
services, The CAO and City Attorney also conducted a competitive search to identify bond
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counsel to provide legal advice concerning the bond scenarios under consideration. Orrick
Herrington and Suteliffe was selected to provide these services. However, they have been
replaced by Nixon Peabody LLP due to a potential conflict.

LACC EXPANSION

The publicly owned and operated LACC originally opened in 1971. By 1980, the facility
experienced high demand and facility usage, but the existing 234,000 square feet of exhibition
space, meeting rooms, and parking spaces were not adequate to meet the demands of expanding
convention events. This prompted an effort to significantly expand the facility, which was
completed in 1993. The expansion added a new exhibition hall, two levels of meeting rooms, the
concourse facility, and parking spaces. The parking structure under the new South Hall was later
improved into a hybrid facility that could serve either as parking or exhibit space.

In 1999, the Staples Center was constructed adjacent to the LACC facility, by demolishing the
North Hall, a temporary structure, which eliminated 100,000 square feet of exhibit space. Today,
the Convention Center contains approximately 867,000 square feet of functional exhibit hall and
meeting room space.

AEG proposes to replace the West Hall with a New Hall in a location and configuration that
retains similar square footage in exhibition and meeting room space, maximizes contiguous
space, and adds a ballroom.

Comparison to Competitive Market

Renovation of the West Hall and expansion of exhibition and meeting space in the LACC is
generally recognized as an eventual necessity. The LACC is currently 15" in the nation in terms
of overall exhibit hall size and the West Hall is nearly 40 years old. CSL has reviewed
improvement plans for competitive convention centers in California, and indicates that there are
current and pending infrastructure and capital plans in San Francisco, 5an Diego, and Anaheim
as follows:

» San Francisco has funded and is implementing $70 million in upgrades, including
modernized systems, renovation of aesthetic elements, and communications
upgrades. Discussions are underway concerning extensive reconfiguration or
expansion.

. San Diego plans a $753 million expansion that would add 200,000 square feet of
exhibit space, a third ballroom, and 100,000 square feet of meeting rooms,
Architects have been retained and funding sources are being evaluated.
Completion is targeted for 2015,

. Anaheim is developing a $20 million, 100,000-square foot cutdeor pavilion to be
completed i 2012, Planning for a 72,000-square foot expansion is underway.

One of the key competitive factors for any convention facility is the amount of contiguous space
available for an event. Among 16 competitive facilities, LACC ranks 13" in available contiguous
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space. Completion of the proposed New Hall would place LACC ahead of San Francisco and San
Diego for available contiguous space, which would in turn enhance its competitive market
position.

Potential Citywide Event Growth

CSL reports that national convention activity is relatively stable, with modest growth anticipated

in the near future. The recent economic downturn affected the convention business, which is only
now starting to rebound. In this economic state, LACC would need to atiract existing convention

business that is carrently using other facilities.

Data indicate that LACC 1is currently near or at effective capacity for convention and trade show
business, operating at or above 70% for most of the last five years. CSL reports that any increase
in business would require a change in the mix of events at the facility, implementation of a
scheduling pattern that is highly efficient, or a combination of both.

Under these conditions, and based on a review of the 2012 booking calendar, LACC might be
able to accommodate up to ten additional citywide conventions. But CSL indicates that these
levels of usage do not appear sustainable over an extended period.

Cost of a City-only Project

LACC staff estimate that it would cost anywhere from $50-80 million to improve the existing
West Hall as a modern convention facility. To remain competitive, though, the City would need
to add additional exhibition and meeting room space. The estimate to build the New Hall over
Pico Boulevard is $275 million. Including issuance costs and capitalized interest, the total cost of
a City-only funded project would be approximately $315 million.

If the City were to reject the AEG proposal and move forward with an LACC expansion and
modernization project, debt service on $315 million in bonds would have an annual payment of
$22 million for 30 years. The source of funds for this expansion would be the General Fund.
Although such an expansion would likely result in some increase in the number of citywide
conventions, it would likely generate revenues comprising only a fraction of the additional costs.

In conclusion, CSL indicates that an increase in the proportion of contiguous space and modest
increases in efficient use of space would benefit the LACC. It may be possible to add up to 10
additional citywide events to the LACC calendar, but this would require a different approach to
booking the facility. Most importantly, significant improvements in competitive facilities
throughout California would cause LACC to experience a gradual decline in business if the
current facility was not renovated or replaced.

COMPARATIVE STADIUM TRANSACTIONS

A review of NFL stadium projects completed and proposed across the Untted States was
conducted by CSL to provide context for the proposed Event Center. The study considers the
total cost, amount of private funding, and amount of public funding for 22 different stadium
projects completed or proposed since 1992, The full analysis is provided as Appendix C of the
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CSL report (Attachment D). It includes both summary data and detailed analyses of each of the
23 stadiums included in the study.

Data show that only the new Meadowlands Stadium in New Jersey and the proposed Farmers
Field Event Center in Los Angeles are financed completely with private funds. No public money
was used in the new Meadowlands Stadium and no public money is used in the proposed
Farmers Field Event Center.

The remaining 21 stadiums built or proposed in the United States since 1992 include anywhere
from 12% to 100% public funding. On average, public funding comprised 63% of the funding
used to complete these projects.

One project of particular note is the Cincinnati Bengals stadium, owned and operated by
Hamilton County, Ohio. That project had an estimated cost of $449.8 million, well above the
initial estimated construction cost of $280 million. Public funds were used to cover 94% of the
project’s cost, including a county sales tax increase, a State grant, and other public resources. All
cost overruns were borne by the County.

The proposed Farmers Field Event Center would be unique in the recent history of NFL stadium
projects in that it is not financed with any public funding. Funding is provided entirely by private
financing and AEG equity. Because the City would not own or have any financing relationship
in the Event Center, all risks and liabilities for costs, leasing, management, and operations are on
AEG.

EVENT CENTER PERFORMANCE

CSL conducted a review of the program for the Event Center, including event type and
attendance, stadium finances, and team finances. The CSL analysis is provided in Attachment D
to this report.

The Event Center as proposed by AEG would provide a venue for NFL games, as well as soccer,
concerts, and other sports and entertainment events. It would contain approximately 72,000 seats,
with 200 luxury suites and 15,000 club seats. The Event Center would be financed, constructed,
and managed entirely by AEG. Approximately 10,200 parking spaces would be located within
the immediate vicinity of the Event Center, specifically at LA Live and the Convention Center,
with another 20,000 parking spaces within walking distance operated by third party entities. It
would be developed as a modern, state-of-the-art venue.

CSL has reviewed the event program proposed by AEG and the operating performance of other
major event centers across the country to determine a base scenario for event activity. They have
determined that the Event Center would likely host at least 27 events each year, with a total of
[.3 million attendees. These events include NFL pre-season and regular season games, college
football, concerts, motor sports events, and soccer. Additional post-season NFL games could
occur, as well as “mega” events such the Super Bowl or Final Four, but the CSL model does not
incorporate revenues from these events as they will not oceur at the facility on a recurring basis.
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Based on these assumptions, the Event Center is estimated to earn $105 million in revenues
annually, with expenses of approximately $50 million,

Analysis of the proposed financing structure for the Event Center indicates that this is a unique
project. First, as indicated above, there is no public financing for the Event Center. Typical NFL
stadium financing structures provide that a stadium is owned by a public entity and operated by a
team. The team retains revenues generated at the facility, including naming rights, concessions,
parking, and suite and seat revenues. In return for its right to retain these revenues, the team bears
all operating costs and pays the public entity a lease payment for facility use.

AEG has developed a financial model for stadium construction and operations that is completely
financed with private resources, including a combination of equity, seat licenses, and other
private financing. Table 1 shows the expected financing structure for the Event Center. The
estimated Internal Rate of Return (IRR) for AEG is 6.7% based on their contribution of $900
million and an annual operating profit for the Event Center growing over time. This IRR is
significantly below the traditional [RR sought by AEG or other developers of 15-20%. This low
IRR indicates that it is not possible to allocate any additional Event Center revenue to the City.

Table 1
Event Center Development
Estimated Event Center cost $1,200,0600,000
AEG/Team Responsibility (% of Total) 100%
NFL G-3 Loan ($150,000,000)
Net Personal Seat License Sales {estimated) ($150,000,000)
AEG/Team Contribution (net) $900,000,000
AEG/Team Equity $450,000,000
Debt Service $450,000,000
[nterest Rate 6.5%
Term 36 years
Annual debt payment $34,500,000

Source: CSL, “Fiscat Analysis of Proposed Downtown Stadium and
Convention Center Project,” July 2011.

The arrangement between AEG and an NFL team will also be unique. As noted earlier, the
typical stadium deal provides that the NFL team operates the stadium. In this case, AEG would
operate the Event Center, but is not expected to own a majority interest in the team. Since the
team would not be receiving revenues that typically accrue, this would require an agreement
between the team and AEG that includes sharing of revenues from premium seating, sponsorship
sales, and other sources. These revenues are not typically distributed in this fashion. CSL
estimates that the team would generate approximately $336 million in revenues annually, with
expenses of $283 million. This provides an income of approximately $53 million.
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A significant unknown variable in this analysis, however, is the potential that the NFL will
charge a relocation fee for any team that moves to Los Angeles. The fee could exceed $500
million. If such a fee is assessed, the team could be forced to operate at a loss for a number of
years.

ECONOMIC IMPACT

As presented, the City would retain half of the net new site specific General Fund tax revenues
resulting from the Project and half of the net new site specific General Fund tax revenues would
be re-invested in the New Hall. In gross dollars, the City would retain $210 million in net new
tax revenues over the 30-year period, with a present value of $80 million. As discussed
previously, the City’s share of the cost of the New Hall is approximately 27%, with 73% of the
costs covered by non-tax revenues.

1t should be noted that the above figures are very conservative. Initially, tax revenue projections
included certain assumptions relative to NFL Super Bowls and college basketball Final Fours. In
an effort to be very cautious, the consultants were instructed to remove those assumptions.
However, it is highly likely that such events will occur at the Event Center, so the City faces
significant upside in net new tax revenues should those events occur. It is also important to note
that, as is consistent with City policy, the projections include only direct tax revenues. The
“multiplier” effect, which would include such things as higher hotel occupancy and room rates in
general, greater sales and economic activity resulting from the increase in job creation, increases
in property taxes resulting from investments in the area as a result of the Project, are not included
in the projections and would all be retained by the City.

Questions have also arisen relative to how the proposed transaction would benefit the City
compared to a scenario in which the City finances the LACC renovations itself. In order to
achieve a similar result to the proposed transaction, the City would have to build the New Hall
largely as designed in order to make the majority of the LACC’s exhibit space contiguous, and
invest in capital improvements in the West Hall in order to improve its connectivity to the rest of
the LACC and have in excess of one million square feet of exhibit space.

The total cost of the improvements described above would be approximately $650 million over
30 years in gross dollars and approximately $315 million in present value. If the tax benefits
from the proposed transaction that the City would be foregoing are added to the cost, the total
cost to the City from a self-financed project rather than the proposed project would be roughly
$860 million in gross dollars over a 30 year period and approximately $395 million in present
value.

SIGNAGE

In 2008, the City Council approved a tentative signage plan that would have allowed AEG to
install signage on the LACC. In that agreement, the City would have received an annual payment
of $2 million, plus additional revenue-sharing income. That agreement required AEG to install
and maintain all signage at its cost. Economic circumstances and changes in the legal framework
and entitlement process concerning signage, however, prevented AEG from moving forward with
their signage plans.
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The proposed Project includes a provision that the signage concepts originally approved in 2008
by the City for LACC would remain in place, with certain revisions related to the removal of
West Hall and construction of the New Hall. CSL reports that the exterior wall of the South Hall
which faces the Highway 110/Interstate 10 [nterchange is not impacted by the proposed Project
and that this is the most valuable space for signage in the plan. As a result, any revisions to the
original signage plan would not significantly change the potential revenues generated by the site.

CSL has modeled the signage plan proposed by AEG and has determined that the size and
configuration of signage in this plan would generate approximately $5.3 million to AEG
(Appendix A of the CSL report). Valuation in the CST, model is based on daily average number
of adults that would view the signs, the average number of people who are likely to see the signs,
a visibility score, and cost of the signage. The visibility score incorporates factors such as
distance to the road, sign format and size, number of signs in an area, street type, and orientation
of the sign to the road.

Any changes to the proposed signage plan that may result from new campus designs would be re-
evaluated and amended as appropriate.

MEMORANDUM OF UNDERSTANBDING

The City Team, in discussions with AEG, has developed a Memorandum of Understanding
{(MOU) that, if approved by Council, would guide the preparation of the {inal documents
necessary to implement the Project. Should Council move forward with this Project, several
documents would be prepared that provide the contractual obligations to allow the Project to be
constructed (collectively, the Definitive Agreements). These documents may include a
Development Agreement (DA), Ground Lease, Gap Funding Agreement, Reciprocal Easement
Agreement (REA), and all documents necessary to issue bonds for the New Hall. The MOU
serves as the framework for development of these documents.

It is critical to note that the proposed MOU is a non-binding document. The MOU does not
require the City to complete a negotiated deal with AEG, does not obligate the City to move
forward, does not restrict the City to the terms therein, and does not impose any financial liability
on the City. The intent of the MOU is to establish the framework for preparation of the Definitive
Agreements. The City may not, and should not, adopt a binding document until the
environmental impact report (EIR) has been completed. Full analysis of the environmental
effects of the Project must be analyzed before the City makes a final commitment to the Project.
The EIR is expected to be completed in May of 2012,

The proposed MOU prepared by the City Team and AEG is attached as Attachment A. The terms
of the MOU are summarized below.

Fvent Center

AEG would construct an Event Center suitable for an NFL team, soccer events, concerts, and
other large sports and entertainment events. The facility would be located on the site currently
occupied by the West Hall of the LACC. AEG would pay fair market value, adjusted annually,
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for a 55-year lease of the site. No public funds would be used to construct the Event Center or to
provide incentives for the Event Center to be built.

LACC would receive the right to use the Event Center for a certain number of days, at rental
rates comparable to those charged for LACC events. This would allow LACC to provide up to
one million square feet of exhibition and meeting space for citywide convention events at a
competitive price.

Provisions in the MOU also ensure that an NFL team would be signed to play in the facility for at
least 30 years. AEG would not be able to initiate construction of the Event Center until an NFL
team has signed a lease and AEG must make every reasonable effort to make sure the team stays
in the Event Center. If a team leaves, AEG must find another team to use the facility withina
specific period of time.

Parking

The proposed Project includes elimination of 1,600 parking spaces beneath the West Hall of the
Convention Center and demolition of the City-owned 800-space Cherry Street Garage. In their
place, AEG would build two parking garages, at their own expense, with a total of 4,000 parking
spaces. These garages would be focated at the site of the current City-owned Cherry Street
Garage and Bond Street parking lot.

AEG would receive a 55-year ground lease for the two City-owned properties for an annual
payment currently estimated at $500,000. AEG would own and operate these garages and retain
revenue earned, with one exception. LACC would have the right to use the Bond Street Garage
for its events when there are not events at the Farmers Field Event Center or Staples Center, and
would retain parking revenues carned by those events.

Aside from the possessory interest and parking taxes as discussed below, the City will receive
other revenues from parking operations that will not be attributed as a source of funds for
repayment of the bonds. This is to make the City “whole” for the loss of parking revenue as AEG
would now own and operate the New Parking Structures. These other revenues include the
following;

. New Parking Structure Ground Rent: The fair market value would be established
through an independent appraisal performed by the City.

0 Revenues from Bond Street Garage: The City would retain revenues received
from Bond Street Garage on days that the LACC hosts events that do not conflict
with a Staples Center or Event Center event.

. Parking Taxes from Off-site Parking: The City would retain incremental parking

taxes recetved from all other parking garages that generate business from Event
Center events,
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The City will conduct an audit of LACC parking revenues prior to the completion of Definitive
Agreements (o ensure that net new parking revenues are sufficient to replace any parking
revenues lost due to this Project.

New Hall

AEG would be required to construct a New Hall immediately adjacent to the existing South Hall
of the LACC. This new exhibition and meeting space would be comparable in area to the West
Hall with improved functionality and of a quality that meets modern standards for convention
facilities. AEG would design and construct the New Hall on behalf of the City, with design
approvals by the LACC and Department of Public Works, Bureau of Engineering. The New Hall
is estimated to cost $275 million, with funds to be provided through tax-exempt bonds. AEG
would be reimbursed for reasonable project expenses from the bond proceeds.

This ensures that the West Hall will be replaced and that there will be no loss of meeting space
compared to current facility conditions. The effect, however, will be to provide a modern
convention and meeting facility in a much more compact, efficient and contiguous configuration.

Finance

The proposal as it was originally presented by AEG included a plan to finance the New Hall and
new parking structures through the issuance of tax-exempt bonds in the amount of $350 million.
As discussions progressed, the cost increased to $374 million. The debt would have been
financed through Lease Revenue Bonds, making the LACC improvements an obligation of the
General Fund. To reduce the General Fund obligation, the City Team proposed that AEG
finance, own, and operate the New Parking Structures, which would be located on City property
leased to AEG. The City Team also proposed that a portion of the debt be financed through
Mello-Roos Bonds instead of Lease Revenue Bonds, making this portion of the debt an
obligation of AEG.

The bond financing for the New Hall as it is currently proposed is approximately $275 million,
however the deal points regarding the New Parking Structures and the Mello-Roos Bonds reduce
the General Fund obligation to approximately $195 million. The remaining estimated $80 million
would be a Mello-Roos tax obligation of AEG and would represent no claim to the City’s
General Fund. The ratio of Lease Revenue Bonds to Mello-Roos Bonds may be adjusted to
reflect market conditions.

The proposed plan of finance for the New Hall includes two issuances. The first issuance consists
of approximately $195 million in Lease Revenue Bonds (Series A) and the second issuance
consists of approximately $80 million in Mello-Roos Bonds (Series B). Bond proceeds from both
issuances would finance construction of the New Hall, interest payments during the construction
period, and the costs of issuance. The proposed term of the bonds is 34 years (4 years of
construction plus 30 vears of operation) to mature by 2046. Analysis of the proposed bond
structure has been prepared by PRAG and is attached as Attachment E.

The current financing plan is based on an analysis of estimated fair rental value and other
financial market conditions as of July 2011 that require further verification and confirmation.
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The City’s financial advisors are in the process of determining if the values are consistent with
current estimates.

Table 2 summarizes the amount of bonds in each series and the source of revenues that will pay
for those bonds.

Table 2
Bond Finance Summary
Private Funding Public Funding
Total Bond Annuval Annual
Proceeds Sources Payment* Sources Payment*
Series A: Lease $195M —Ground Lease  $6.5M — Possessory Interest Tax  $3.9M
Revenue Bonds — On-site Parking Tax $0.7M
Series B: Mello-Roos ~ $80M — Special Taxes  $5.0M —None
Bonds
Total $275M $11.5M $4.6M

* Average over 34 years

Series A — Lease Revenue Bonds (approximately $1935 Million)

Lease Revenue Bonds are used to finance construction or improvements of a municipal facility,
which are secured by lease payments made by a financing authority on behalf of a municipality.
In this case, the Los Angeles Convention and Exhibit Center Authority (Authority) would be the
financing authority to issue the debt and make debt service payments from lease payments on the
New Hall paid by the City. The Authority previously financed the existing LACC facility and
uses City lease payments towards the annual debt service.

Lease Revenue Bonds are funded from the General Fund and are therefore a General Fund
obligation. However, it is expected that amounts derived from all funding sources identified in
Table 2 would equal or exceed the Series A debt service. The annual debt service payment would
be approximately $11 million and is proposed to escalate. The final payment scheduled for 2046
is approximately $19 million.

A requirement of this finance plan is that AEG would guarantee to cover any gap between debt
service and the funding sources under a Gap Funding Agreement. It should be noted that, based
on the proposed estimated revenues, no gap is anticipated.

As part of the original deal, AEG had proposed using the following General Fund sources of
revenue for repayment of the bonds:

. Event Center ground lease payment,
° Incremental parking revenue;
. incremental LACC operating revenue; and
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. Incremental tax revenues including construction sales, retail sales, parking,
business license, utility, transient occupancy tax, and possessory interest tax.

However, given the state of the economy and the fluctuating nature of tax revenues, the City
Team’s goal was to limit the sources of repayment to those revenues that are easy to measure and
fairly consistent. As a result, the private funding sources that AEG will contribute toward the
debt service will increase. According to the current proposal, retail sales, business license,
transient occupancy and utility taxes generated by the Project will not be included as a source of
repayment for the bonds but would instead benefit the General Fund. Only the following sources
of General Fund revenues would be used for repayment of the Lease Revenue Bonds:

l. Event Center Ground Lease (approximately $6.5 million/annually): The rent will be
based on a fair market value assessment. The value will be established through an
independent appraisal performed by the City.

2. Possessory Interest Tax (approximately $3.8 million/annually): Since City property
will be leased over a long term to a private party, the County will assess a possessory
inferest tax in-lieu of property tax. The tax would be paid by AEG on the Event
Center and the New Parking Structures. AEG will finrance, operate and own the
parking structures that will be located on Cherry Street and Bond Street.

3. Parking Taxes (approximately $715,000/annually): The parking taxes will include
incremental parking taxes from on-site parking locations owned by both the City and
AEG. The City owned facilities would include the parking locations at the South Hall
and Venice Garage, and the AEG owned facilities will include Cherry Sireet, Bond
Street, Olympic East and Olympic West (LA Live Garages).

4. Construction Sales Tax (approximately $3.8 mitlion/one time): Tax generated during
the construction period of the New Hall and the Event Center will be credited by AEG
to the City as the point of sale.

Series B ~ Mello-Roos Bonds (approximately $80 Million)

Under the Communities Facilities District Act, more commonly known as the Mello-Roos Law,
local government agencies may levy a special tax as a means of obtaining funding for the
construction and improvement of a public facility. Mello-Roos Bonds would be secured by
property owned by AEG and therefore would be a private obligation of AEG. Unlike Lease
Revenue Bonds, Mello-Roos Bonds are not an obligation of the General Fund.

The original financing plan proposed by AEG involved issuing approximately $80 million of
City-backed Lease Revenue Bonds supported by an approximate $5 million annual signage
payment. That component of the financing has been restructured so that, instead, approximately
$80 million of Mello-Roos Bonds will be issued payable from special taxes on AEG property at
Staples Center and LA Live. The result is that $80 million of bonds will no longer be payable
from the General Fund and instead would become an obligation of AEG.
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The annual debt service payment on the Mello-Roos Bonds would begin at $3 million and
escalate throughout the term of the Bonds. Beginning in Fiscal Year 2024-25, the special tax
payment would increase by an additional $2 million (present value). The {inal payment scheduled
for 2046 is approximately $15 million.

Guarantee

In addition to guarantee measures incorporated as part of the financing plan to address the
sufficiency of revenues, such as the Gap Funding Agreement, there would be a separate
Guarantee that is co-terminus to the life of the Bonds. The Guarantee addresses the following
three periods of risk:

Period One — Fiscal Years 2012-13 through 2015-16

The first period begins with the issuance of the Lease Revenue Bonds through the date when the
NFL team plays its first home game in the Event Center. The risk occurs after the bonds have
been issued and before the Event Center is completed, since a portion of the revenues generated
from Event Center operations will be used to pay the debt service. The guarantee in this period
requires that the Event Center be completed, that an NFL team 1s under contract, and that there is
sufficient credit support and equity available to support payment of the Series A Bonds until the

point in which the Event Center will be fully operational and generating the revenue to pay the
Bonds.

Components of this guarantee are:

. Letter of Credit ($50 Million): The annual debt service payment for Lease
Revenue Bonds would be approximately $11 Million, The letter of credit secures
several years of debt service in case of default during this period. AEG may
allocate up to $10 million to serve as a partial Reserve Fund for the Lease
Revenue Bonds and up to $4 million to serve as a partial Reserve Fund for the
Mello-Roos Bonds. The remaining balance may be allocated to secure the Gap
Funding Obligation;

. Completion Guaranty: AEG would back a completion guarantee on the Event
Center and New Parking Structures;

. City would be in the {irst position to assume AEG rights on the New Parking
Structures if AEG defaults;

. A signed team lease; and

. Assignment of team lease and other ancillary agreements to the City subject to
comparable rights (and obligations to cure) of the Senior Lender and then the City.

Period Two — Fiscal Years 2016-17 through 2018-19

The second period covers the first three years following the NFL team’s first home game at the
Event Center. At this point, the New Hall and Event Center would have been completed, the
team would have begun play, and significant new revenues would be generated. At this stage,
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risk is related to the success of events at the Event Center, and s not associated with construction
or completion. As a resuli, the guarantee would cover on-going bond payments in the form of a
Letter of Credit in the amount of $28 million. AEG may allocate up to $10 million to serve as a
partial Reserve Fund for the Lease Revenue Bonds and up to $4 million to serve as a partial
Reserve Fund for the Mello-Roos Bonds. The remaining balance of $14 million may be allocated
to secure the Gap Funding Obligation.

Period Three — Fiscal Years 2019-20 through 2045-46

The third period entails the final operating years and ends with payment in full of all Bonds.
During this time it is assumed that the Event Center has reached stability in its operations. AEG
would be required to provide a Letter of Credit in the amount of $5 million to secure the Gap
Funding Obligation. Also, the Reserve Fund for the Lease Revenue and Mello-Roos Bonds
would be secured by cash from AEG, by excess cash available from Bond proceeds, or an
additional Letter of Credit.

Ofther Issues

The MOU provides that AEG would compensate the LACC for any construction period
disruptions that result in reduced convention or trade show revenues and that they would not
schedule events into the Event Center that compete with LACC events, These measures ensure
that construction activities prior to opening of the Event Center do not degrade business at the
LACC, nor would the operation of the Event Center itself.

One of the most critical elements of the MOU is a requirement that LACC, LA Inc., and AEG
establish a Macro-Booking Committee to coordinate events campus-wide, Much of the success
of this campus will depend on the ability to manage transit and transportation into and out of the
area. Event coordination will be essential to ensure that major events do not conflict with one
another, particularly on NFL game days.

Another element of the MOU is that the Staples Center lease would be extended to expire at the
same time as the Event Center, in consideration for AEG paying an additional special tax. The
Staples Center agreement was executed in 1998 and includes a 55-year [ease of that site. AEG
has requested that an additional 18 years be added to that lease to ensure that the terms for both
Staples and Farmers Field expire at the same time. Any extension, however, requires that AEG
pay fair market value for the additional years.

Additionally, a Public Benefits package would be developed by AEG in cooperation with the
City and community leaders. The elements of this package would be contributions above and
beyond existing requirements such as the 1% for the Arts Fee.

NEGOTIATING PRINCIPLES

At its meeting of April 18, 2011, your Ad Hoc Committee considered a report by the CLA that
outlined 12 principles regarding negotiations with AEG. The principles included key concepts
related to Project financing, protection of the City’s General Fund, and the use of private
financing in the Project. The MOU attached is fully compliant with these prineiples.
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In addition, Councilmember Rosendahl introduced five amendments to those principles. Your
Committee asked that the CLA report to Commiittee on those amendments. These amendments
relate to protection of the General Fund, restricting the use of public funds in the Event Center,
providing a guarantee that ensures coverage of payment obligations, CEQA compliance, and
revenue sharing of Event Center naming rights. Upon review, it has been determined that the
MOU as proposed is compliant with four of the five amendments presented.

The MOU, however, does not contemplate any revenue sharing of Event Center naming rights.
Review of the financing and revenue sources by the City’s independent consultant shows that the
Event Center would not be feasible without AEG’s full use of the naming rights revenues.

Attachment F provides the text of the principles considered by your Ad Hoe Committee with a
review of the MOU elements that address those principles.

TIMELINE

Approval of the recommendations in this report would allow the Project to proceed to the next
step, which involves the drafting of Definitive Agreements that establish the contractual
obligations for the Event Center, parking garages, and New Hall construction, as well as the
terms of the ground leases and release of the bonds. Concurrently, all required California
Environmental Quality Act (CEQA) environmental review would be conducted.

Once all of these documents are approved and executed and CEQA requirements have been met,
AEG would begin construction of the New Hall, the parking garages, and then the Event Center.

The following timeline provides a review of the milestones for complete Project implementation,
assuming the Council approves this report in August 2011.

August 2011 Approval of the MOU

September 2011 Initiate discussion of Definitive Agreements

May 2012 Consider CEQA actions and Definitive Agreements

Summer 2012 Initiate construction of the New Hall and New Parking Structures

upon execution of contract between AEG and an NFL team
Summer/Fall 2013 Opening of the New Hall and New Parking Structures and Initiate
consiruction of the Event Center
Surmnmer 2016 Opening of the Event Center

FISCAL IMPACT

There is no impact to the General Fund associated with this report. This is a non-binding
Memorandum of Understanding to guide the development of Definitive Agreements that will
establish contractual obligations for the Project, which will be presented at a later date should
Council approve the recommendations contained herein.
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Attachment A

Memorandum of Understanding
Between the City of Los Angeles
and AEG

Prepared by the City Team and AEG




MEMORANDUM OF UNDERSTANDING BETWEEN
CITY OF LOS ANGELES AND
ANSCHUTZ ENTERTAINMENT GROUP, INC,

This MEMORANDUM OF UNDERSTANDING (“MOU”)} between the CITY OF LOS
ANGELES, a California municipal corporation and charter city (“City™), and ANSCHUTZ
ENTERTAINMENT GROUP, INC., a Colorado corporation (“AEG”), is intended to
memorialize preliminary terms and provide a general framework for negotiations between the
parties in relation to AEG’s proposal to build: (1) an exhibit hall, meeting rooms, and ancillary
and supporting spaces (“New Hall™), all as further described below, to replace for the Los
Angeles Convention Center (“LACC” or “Convention Center”) the spaces, functions, and
facilities provided by its existing West Hall, which is intended to be undertaken by L.A.
Convention Hall, LLC, an affiliate of AEG, and (2) an event center, which will include a stadium
sufficient to accommodate a National Football League (“NFL”) team, concert and other uses,
meeting, and exhibit space (“Event Center”) and two new parking structures (the “New Parking
Structures™), all of which are intended to be undertaken by L.A. Event Center, LLC, an affiliate
of AEG (AEG, L.A. Convention Hall, LLC and L.A. Event Center, LLC are individually or
collectively, as applicable in each instance, referred to as “AEG”; City and AEG are collectively
referred to as “parties;” and the New Hall, Event Center and New Parking Structures are
collectively referred to as “Proposal” or “Project”). If agreement can be reached, these
negotiations may result in definitive binding agreements (“Definitive Agreements”) which may
include various contracts, leases, issuance of bonds and other legal documents.

MOU IS NOT A CONTRACT AND IS NOT BINDING ON THE PARTIES. The
parties understand and agree that this MOU is: (1) neither a contract, lease, or commitment, (2)
not binding on either party but simply a discussion outline which may be changed by either party
at any time, creates no binding contractual obligations, and does not commit either party to a
particular course of action, and (3) subject to termination at any time by either party at that
party’s sole discretion without notice and without any liability on the part of either party to the
other party, except as may be specified in the accompanying binding Evaluation Phase
Agreement. All terms and issues set forth in this MOU are subject to further discussion or
revision. AEG and the City each acknowledges and agrees that all contracts, transactional
documents, leases and land use entitlements must be approved in accordance with the provisions
of state law, the City’s Charter and Administrative Code, and all other applicable legal
requirements (“Applicable Requirements”).

FINANCIAL STRUCTURE. Unless specifically indicated, the financial structure,
including mechanisms and amounts (“Financing Plan™), is preliminary and subject to
additional analysis, audits, and meodifications. The current Financing Plan for New Hall is
based on analysis, estimates of fair rental value, and financial market conditions and other
reasonable assumptions as of July 2011 that require further verification and confirmation. The
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parties understand and agree that the final Financing Plan may require revisions based on the
results of continuing analysis and audits and the financial market conditions at the time the New
Hall is ready to be financed, which is currently anticipated to occur in the spring of 2012, The
final Financing Plan will be subject to the mutual agreement of the parties, and the approval of
the City Council and Mayor prior to the issuance of any bonds for New Hall.

CALIFORNIA ENVIRONMENTAL QUALITY ACT. In accordance with California
Code of Regulations, Title 14, section 15084(d)(3), AEG, at its sole cost, shall complete an
Environmental Impact Report (“EIR”) which shall fully analyze the impacts of the Proposal.
The City shall subject the EIR prepared by AEG to the City’s own review and analysis, and the
EIR shall reflect the City’s independent judgment. Notwithstanding the fact that the EIR will be
prepared by AEG, the ultimate responsibility for ensuring the adequacy and objectivity of the
EIR rests with the City. City retains the absolute sole discretion to: (1) modify the transaction,
create and enter into transactional documents, and modify the project Proposal as may, in its
sole discretion, be necessary to comply with the California Environmental Quality Act
(“CEQA™), except that any modifications to the Event Center portion of the Proposal shall be at
the sole discretion of AEG, (2) select other feasible alternatives to the Proposal to avoid
significant environmental impacts, (3) balance the benefits of the Proposal against any
significant environmental impacts prior to taking final action if such significant impacts cannot
otherwise be avoided, and/or (4) determine not to proceed with the Proposal. No legal
obligation will exist unless and until the parties have negotiated, executed and delivered
mutually acceptable agreements based upon information produced from the CEQA review
process and on other public review and hearing processes, subject to all applicable requirements.

BINDING AGREEMENT FOR CITY COSTS, INDEMNITY, AND ENTRY. The
parties will enter into a separatc and binding agreement, in a form to be mutually
satisfactory to the parties, to ensure that the City’s General Fund is not at risk while AEG
and the City evaluate the Proposal. The agreement will set forth AEG’s obligation to pay, or
reimburse the City for, certain third party costs reasonably incurred by the City in connection
with the Proposal, including but not limited to costs incurred for outside financial, technical, real
estate, and legal consultants with expertise in the subjects involved in these negotiations. In
addition to its commitment to reimburse certain third parly costs, AEG shall in good faith
consider reasonable requests by certain City departments (e.g. planning) for payment of
additional fees on account of additional dedicated staffing required to process expediied project
approvals. The agreement will also set forth AEG’s indemnification of the City and the parties’
respective rights to access and documents during the evaluation of the proposal. 1t is the parties’
mutual intent that, to the extent legally permissible and should Definitive Agreements be entered
into, all such amounts paid by AEG pursuant to such agreement shall be reimbursed to AEG out
of proceeds from the Bonds (as defined below).




PARTIES’ GOALS. Among other matters, it is the parties’ intent that:

(1)  all agreements reached by the parties shall be “cost neutral” to the City, meaning
that the City’s General Fund, except for an amount equal to the revenues from the Project as
specifically identified herein, will not be used to satisfy the City’s obligations under the Bonds
(as defined below) to be issued in connection with the New Hall;

(2) no City funds will be used for either the Event Center or New Parking Structures;

(3)  in addition to providing a venue for spectator sports and entertainment events, the
Event Center shall include a fixed or operable permanent roof, at AEG’s election, and shall be
constructed so as to provide viable additional event, meeting rooms, and exhibit space that will
be made available for LACC upon terms agreed to by the parties, and that together with existing
LACC event space, shall bring total available LACC event space to over 1 million square feet of
usable space;

(4)  substantial Project revenues will be generated and will be sufficient in time and
amount to pay debt service on any Bonds issued for the New Hall as set forth herein;

(5)  only those Project revenue sources identified below (which shall be limited to the
specified portion of demonstrated total net incremental tax revenues, and those other dedicated
Project revenues identified below, generated by the Project) shall be used to support any tax-
exempt or taxable bonds or other state and local obligations issued for the New Hall (*“Bonds™),
it being the intent of the parties that not more than 50% of the total net new revenues generated
by the Project shall be available and required for payment of debt service under the Bonds. The
City will have no liability for such debt service in excess of these revenues, all as more
specifically set forth below;

(6) AEG will provide a guaranty or a combination of credit support,
including a letter of credit, pledge of assets, and such other mechanisms or combinations of
these and other mechanisms, as described below, on terms acceptable to the City, in order to
ensure that no City funds, other than those funding sources discussed herein, shall be used to
satisfy the City’s obligations with respect to the Bonds. The form and amount of such guaranty
or other credit support may change throughout the term of the Bond financing as more
specifically set forth below;

(N City will retain fee ownership and control over the New Hall, including the entire
LACC, and City will continue to own and operate LACC in its final configuration, subject to the
terms and conditions set forth herein;

® the New Hall will meet the space, function, and layout requirements of the
LLACC, as determined by City and as more fully described below;

9 in order to protect against any shortfall in the revenues reasonably anticipated
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from the business and operations of LACC during demolition and construction of the Project,
the schedule for the demolition of the existing LACC West Hali and parking facilities and the
construction of the New Hall, Event Center, and the New Parking Structures shall mitigate and
compensate to the fullest extent reasonably possible as more fully described below, any material
disruption of existing service or scheduled events at the LACC that cannot otherwise be
reasonably accommodated, and City parking revenue shall not be negatively imapacted by either
the demolition of the existing LACC parking facilities or the construction of the Project;

(10)  the Definitive Agreements to be negotiated by the parties will include, among
other agreements, a development agreement pursvant to which AEG will provide a public
benefits program which shall be treated as consideration under such development agreement; and

(11)  AEG shall enter into contracts with one or more NFL team(s) to play in the Event
Center for a period of time at least equal to the final maturity of the Bonds originally issued in
connection with the New Hall.

In an effort to accomplish the foregoing goals, the parties have negotiated the proposed
terms and conditions of the Project as more particularly set forth below.,

TRANSACTION OVERVIEW. The parties intend to discuss proposed transactions
consisiing of the following:

A, Proposed Facilities
1. Event Center.

(a) AEG will, at its own cost, construct the Event Center, which shall be
sufficient to accommodate a wide variety of uses, including without
limitation, NFL football, soccer, conventions and exhibitions, trade shows,
concerts and other entertainment, and sporting events, on the property
where the West Hall of the Convention Center is currenily located
exclusive of Gilbert Lindsay Drive/Plaza (“Event Center Property™) (as
illustrated in the most recent proposed Project site plan attached hereto as
Appendix A), it being the intent of the parties that the Event Center
Property shall encompass all of the real property associated with the
original West Hall completed in 1971, excluding areas significantly
improved and/or built as part of the 1993 South Hall expansion, required
to enable the construction of the Event Center. The Event Center will be
designed to provide approximately 150,000 sq. ft. of floor space at the
event level and approximately 100,000 sq. ft. of additional meeting space
and other ancillary facilities. The final Project site plan shall be subject to
the mutuai agreement of the parties, and shall be attached as an exhibit in
the Definitive Agreements.



®

(c)

Subject to the terms and conditions set forth herein, AEG will grant City
the right to reserve a certain number of dates for the Event Center to be
used by the City for “City Wide Conventions.” For the purposes of this
MOU, the term “City Wide Conventions” shall mean those multi-day
convention and exhibition events utilizing more than the total existing
available LACC convention/ exhibition space and generating bookings of
not less than 3,000 total room nights with 1,500 room nights on peak and
use of at least 3 hotels. Subject in all events to the scheduling
requirements of the NFL team(s) and to certain other additional major
events to be agreed upon by the parties, provided however, that major
events must be of such a nature as to generate significant out-of-area
attendance and hotel room nights, AEG shall commit that the Event Center
shall be reasonably available to the City for advance bookings of City
Wide Conventions, as shall be more specifically described in a macro-
booking policy that will be jointly developed by the parties (“Macro-
Booking Policy”). The City shall have the right to utilize the Event Center
in connection with all other LACC convention and exhibit events other
than City Wide Conventions subject to availability. Any use of the Event
Center by the City shall in all events be consistent with all other terms and
conditions imposed by AEG in connection with all other unrelated third
party users of the Event Center convention and meeting space, including
without limitation the payment by such third party users of a rental or use
fee and a reimbursement to AEG of its costs and expenses incurred in
making such space available; provided, however, that solely in connection
with the use of the Event Center for City Wide Conventions as agreed
upon and set forth in the Macro-Booking Policy, AEG shall only charge
the City rent for its use of the Event Center to the extent that City imposes
rent or other similar charges on the event producer, consistent with
customary convention industry discounts and such other policies as shall
be set forth in the Macro-Booking Policy. AEG shall be reimbursed for its
direct costs and expenses. As part of the Macro-Booking Policy, the
parties will determine staffing plans when LACC is using the Event
Center, which shall, to the extent practicable, contemplate the provision of
event staffing by LACC at the Event Center during LACC events. AEG,
LACC, and L.A. Inc. (or its successor as named by the City) shall
establish and maintain a booking and operational oversight committee for
the Macro-Booking Policy.

AEG agrees that it will not actively solicit the booking of the Event Center
for use in connection with City Wide Conventions except in conjunction
with the City’s marketing efforts for the LACC and consistent with the
Macro-Boeking Policy,




(d)

()

)

The Event Center and New Parking Structures will be designed,
developed and constructed by AEG as a private development, and will
be constructed by AEG entirely without the use of City funds, including
the demolition, remediation, and removal of all structures and
infrastructure currently on the Event Center Property and the property
underlying the New Parking Structures.

City will grant AEG a long-term lease of the Event Center Property
(“Event Center Ground Lease™) at an agreed-upon total fair market value
annual rental rate presently estimated to equal $6,500,000 per year (“Event
Center Ground Rent™). The Event Center Ground Rent shall commence
and be payable under the Event Center Ground Lease upon the earlier of:
(1) completion of construction of the Event Center (i.e., the issuance of a
temporary certificate of occupancy), or (2) the commencement of use of
the Event Center, but in no event later than 48 months after the issuance of
the Lease Revenue Bonds (as defined below), and shalil escalate annually
thereafter by 1.75% per year. Event Center Ground Rent shall be payable
annually, in advance, during the entire term of the Event Center Ground
Lease.

The Event Center Ground Lease shall be for a term of fifty-five (55) years
and shall include customary and reasonable operating covenants, such as a
requirement that AEG shall conduct (or cause to be conducted) sporting
and other events (including from time to time events of national or
international prominence) within the Event Center with commercially
reasonable frequency. Such operating covenants shall be consistent with
contemporary stadium and arena operations. To the extent that the
operating covenants set forth in the existing STAPLES Center Ground
Lease provide a useful model, the parties may use them as templates for
the Event Center operating covenants.,  Additionally, during the entire
term of the Event Center Ground Lease, AEG shall manage and operaie
the Event Center, or cause the Event Center to be managed and operated,
as a multipurpose sports and entertainment facility in compliance with
applicable laws, rules and ordinances, and in a manner consistent with the
manner and standards by which Comparable Facilities (as described
below) are managed and operated, and shall perform maintenance and
capital improvements necessary to maintain the Event Center in a manner
comparable to that in which Comparable Facilities are generally
maintained. Comparable facilities shall include Cowboys Stadium in
Arlington, Texas, Meadowlands Stadium in Newark, New Jersey, and
Lucas Oil Stadium in Indianapolis, Indiana, as well as any stadium in
which NFL teams regularly play their games and which are completed
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(2)

within three (3) years of completion of the Event Center (*Comparable
Facilities”). Upon the expiration or earlier termination of the Event
Center Ground Lease, at the election of the City, AEG shall demolish the
Event Center and provide the City with a buildable pad on the Event
Center site at AEG’s sole cost and expense.

AEG shall enter into a contract (“Venue Contract”) with an NFL team to
play its home games in the Event Center for a period of time at least equal
to the final maturity of the Bonds originally issued in connection with the
New Hall. AEG may, at its discretion, enter into a Venue Contract with a
second NFL team; provided, however, that any such additional Venue
Contract may be for a term expiring prior to the final maturity of the
Bonds. AEG’s Venue Contract with at least one NFL team playing at
the Event Center will require that such team play substantially all home
games at the Event Center and remain at the Event Center for a term
consistent with comparable stadium transactions, but in no event less than
the longer of 30 years or the term of the Bonds. In addition, the City shall
have either a security interest in all Venue Contracts and/or the right to
enter into separate Venue Contracts with each NFL team. If at any time
during the term of the Bonds, AEG fails to maintain an NFL team {(or
replacement NFL team) which plays substantially all of its home games at
the Event Center, AEG shall (1) commit to take such all steps as are
reasonably necessary to enforce its rights against such NFL team, (2)
cooperate with the City as reasonably requested in connection with the
City’s pursuit of any rights it may have directly against such NFL team,
and (3) use all good faith commercially reasonable efforts to secure a
replacement NFL team; it being agreed that (x) AEG’s breach of its
obligations set forth in (1), (2), or (3) above, or (y) the failure of AEG to
maintain an NFL team in the Event Center through completion of payment
of all Bond debt service as a result of AE(’s breach of its obligations
under the Venue Contract, or (z) AEG’s failure in any event to fulfill its
obligations under the Event Center Ground Lease, including without
limitation its obligation to pay the Event Center Ground Rent when due,
shall in each instance constitute a default by AEG under the Event Center
Ground Lease. In the event of a default under the Event Center Ground
Lease that is not cured by any senior lenders and that resulis therefore in
the termination of the Ground Lease, subject to the rights of any sentor
lenders as specifically described in the applicable “mortgagee protections”
to be contained in the Event Center Ground Lease and in such other “inter-
creditor” agreements that may be entered into between any such senior
lenders and the City, the City will have the right to assume AEG’s rights
under all existing Venue Contracts and all Event Center operating
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(h)

0

)

(k)

D

contracts {including but not limited to those agreements regarding ticket
sales, premium seating, concessions, parking, permanent or other seat
license sales, on-site merchandise, sponsorship sales, signage, naming
rights, and media rights revenue).

AEG agrees, and will cause the NFL team(s) to agree, that City of Los
Angeles business license taxes and sales taxes, as applicable, will be paid
on all Event Center-related revenues, including but not limited to ticket
sales, premium seating, concessions, parking, permanent or other seat
license sales, on-site merchandise, sponsorship saies, signage, naming
rights, and local media rights revenue.

To the extent that any NFL team(s) moves to the Los Angeles area prior to
completion of the Event Center pursuant to a Venue Contract, AEG shall
(and shall use its commercially reasonable efforts to cause such NFL team
to) actively pursue an arrangement providing for such NFL team to play
its NFL games at the Los Angeles Coliseum until the Event Center is
completed; provided, however, that neither AEG nor such NFL team shall
have any obligation to enter into such an arrangement unless the parties
can do so on a commercially reasonable basis taking into account all
relevant factors.

The Event Center Ground Lease shall provide that within no less than two
years prior to the expiration of the Venue Contract, AEG shall exercise all
commercially reasonable efforts to either extend the term of the Venue
Contract or enter into a new NFL team agreement, such extension or new
agreement, in either of such events, to have the longest term available on
commercially reasonable terms, it being the intention of the parties that the
extended Venue Contract or new NFL team agreement shall expire at the
expiration of the Event Center Ground Lease.

Concurrently with the parties’ entering into the Event Center Ground
Lease, AEG, City and the owner of the STAPLES Center shall enter into a
Reciprocal Easement Agreement (the “REA™) on terms satisfactory to all
parties thereto in order to accommodate the shared uses of certain spaces
and other facilities within certain portions of each of the Event Center, the
New Hall, and the land surrounding the STAPLES Center, all as shall be
more specifically set forth in the REA.

AEG and City will jointly apply for and obtain, or at the City’s election,
the City will authorize AEG to file applications for, all regulatory
approvals and entitlements for the New Hall, New Parking Structures, and
Event Center, which shall include conducting all traffic, parking,
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environmental, and other studies required for this Project, it being the
intent of the parties that all such costs shall be borne solely by AEG except
for a reasonably allocable portion (not to exceed in total $1,000,000) of
such costs that the City would have incurred had construction been limited
to building the New Hall and had the City built the New Hall for itself,
AEG understands and agrees that the approval of this MOU by City does
not constitute approval of any such applications, either currently filed or to
be filed in the future. Approvals of those applications are subject to
separate and independent State and City requirements and City’s approval
of this MOU does not constitute a commitment by City to take any
particular action in relation to such applications.

New Parking Structures.

(a)  Lease of Property and Construction of Garages. City will grant
AEG a 55-year ground lease of the property located west of the Event
Center (e.g., the Bond Street and Cherry Street garage locations, together
with any vacated portions of such streets) (the “New Parking Structures
Ground Lease”). In addition to providing LACC with the rent-free use of
the Bond Street Garage as described herein, AEG shall pay to City an
annual rental payment under the New Parking Structures Ground Lease
currently estimated to be $500,000 per year (the “Parking Rent™), it being
the intent of the parties that (after taking into account LACC’s use of the
Bond Street Garage) the Parking Rent shall constitute fair market value to
City. Parking Rent shall commence and be payable upon the earlier of:
(1) completion of construction of the New Parking Structures (i.e., the
issuance of a temporary certificate of completion), (2) the demolition of
the existing West Hall, or (3) the commencement of use of the New
Parking Structures, but in no event later than December 31, 2014, AEG
shall have the right, at its election, to separate the New Parking Structures
Ground Lease into two (2) separate leases, one lease in connection with
the Bond Street Garage and one lease in connection with the L.A. Live
Way Garage; provided, that the combined overall economic terms and
conditions of such leases shall be identical to the economic terms and
conditions of the New Parking Structures Ground Lease set forth herein.

(b)  AEG shall construct, at its sole cost and expense, an approximately
1,000 space parking structure located on the Bond Street property (the
“Bond Street Garage”) and an approximately 3,000 space parking
structure located on the former Cherry Street garage location fronting on
L.A. Live Way (formerly known as Cherry Street) (the “L.A. Live Way
Garage”) to: (1) replace approximately 1,600 West Hall and 800 Cherry




Street parking spaces, and {2) provide approximately 1,600 additional
parking spaces for use in connection with Convention Center, Event
Center, and STAPLES Center events.

(¢}  Operation of New Parking Structures.

1. The City shall operate and have exclusive use of the Bond
Street Garage for LACC events during all portions of days when there is
no conflicting event occurring at the Event Center or STAPLES Center.
City shall retain all revenue from such use and shall be responsible for all
operating costs associated therewith.

2. AEG shall make parking available for LACC patrons in the
L.A. Live Way Garage in connection with all LACC events during which
there are no events occurring in either STAPLES Center or the Event
Center, provided, that AEG shall operate and retain the revenue from such
garage at all times.

3. The parties shall jointly establish and implement a parking
coordination plan to minimize conflicts and ensure the optimal and
mutually beneficial operation of their respective parking garages. Such
parking plan shall seek to provide sufficient parking for LACC patrons,
Such plan shall also take into account LACC’s desire that such parking
shall be available at customary LACC parking rates on those days when
there are conflicting events occurring in either STAPLES Center or the
Event Center, and shall contemplate that the parties will seek to implement
such commercially reasonable measures as may be feasible in order to
satisfy LACC’s desire, including, without limitation, the parties may
explore and seek to implement a joint parking validation program and
similar measures.

4, Upon demolition of the West Hall and the existing Cherry
Street garage, AEG shall assume all rights and obligations regarding the
STAPLES Center’s right to use and control approximately 1,200 spaces
within the New Parking Structures (the “Existing STAPLES Center
Spaces”) in connection with all STAPLES Center events, and the City
shall no longer have any rights or obligations under the existing parking
lease for the West Hall/Cherry Street garages (the “West Hall/Cherry
Street Garage Lease™).

New Hall.

(a)  As an obligation under the Event Center Ground Lease and each of the
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Definitive Agreements, prior to constructing the Event Center, AEG shall
construct a new convention center hall for the City, and shall renovate and
repurpose certain existing areas of the LACC, including all required
infrastructure (to include, but not be limited to, a relocated or replaced
central utility plant), all to replace the existing West Hall exhibition halls,
meeting spaces, special function spaces, kitchen, food court, offices,
related ancillary spaces being demolished, outdoor event space, and
exterior staging areas (the “New Hall”). The West Hall shall not be taken
out of service prior to the opening of the New Hall without the City’s prior
consent. The New Hall will be owned and operated by City for
Convention Center use.

Subject to the provisions of this subparagraph (b), AEG will be
responsible for the design and construction of the New Hall. AEG shall
cause the New Hall to be (1) designed in accordance with design criteria
and standards reasonably acceptable to the City, including the City’s
requirement that the New Hall be compatible in design with the City’s
existing LACC South Hall, and (2) constructed consistent with designs
approved by the City pursuant to reasonable review and approval rights to
be described in the Definitive Agreements, it being the intent of the parties
that the New Hall and related spaces will meet or exceed the functional
utility currently provided to the LACC by the West Hall. City and AEG
will jointly develop a budget for the construction of the New Hall. Such
budgeted cost (currently estimated by AEG to be approximately $234
million, inclusive of soft and hard costs) will be financed by the Bonds
(described below). If costs of the New Hall exceed the agreed upon
budget and financing plan, then AEG shall be responsible for such
overruns except to the extent they are caused by design changes required
by the City or delays caused by the City. AEG will select, and enter into
contracts, with the architect, construction contractor, and other consultants
for the New Hall in consultation with the General Manager of the
Convention Center, the City Engineer, and such other representatives as
may be designated by the City generally consistent with the gnaranteed
maximum price (“GMP”) approach proposed by AEG to the City
Engineer; provided, however, AEG has selected, with the City’s consent,
Populous to be the project architect for the New Hall. All of the New Hall
design and construction contracts shall be privately let by AEG; provided,
however, that AEG shall contractually agree with the City in the
Definitive Agreements to comply with those certain contracting
requirements, guidelines and standards required by the City as shown on
Appendix B attached hereto and made a part hereof.
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(c) Upon passage of a reimbursement resolution by the City, out-of-pocket
third party design and project management costs incurred by AEG in the
design of the New Hall (e.g., architect and consultant fees) from the
inception of the Project and specifically approved by the City shall be
treated as New Hall “project costs,” and shall be reimbursed to AEG out
of Bond proceeds; it being recognized by the parties that the New Hall
budget to be mutually approved by the parties shall consider such
reasonable design and project management costs incurred by AEG.

(d)  AEG will fund all environmental analysis and approvals required for the
Project, and each Project-related approval will include an obligation that
AEG indemnify and, at City’s option, defend City at AEG’s exclusive
cost and expense in any resulting litigation. The New Hall budget shall
include, and AEG shall be reimbursed from Bond proceeds for, the costs
of a fair and reasonable allocation of costs incurred by AEG for the
entitlement approvals, off-site infrastructure improvements, and other
costs or expenses reasonably and properly allocated by the parties to the
New Hall, but not for such costs applicable to the Event Center, the New
Parking Structures, or to litigate to defend Project-related approvals.

(e)  The parties will identify and agree upon such additional mechanisms as
may be reasonably required by City to ensure that the Event Center and
the Convention Center are operated in a complimentary and cooperative
manner that will mutually benefif the parties.

B. Proposed Financing Plan

1. Event Center Financing. AEG will be solely responsible for financing the
design and construction of the Event Center. No City funding, including but not limited
to the issuance of bonds, will be provided for the Event Center. In order to comply with
Tax Code requirements in connection with the Proposal, some of the existing Convention
Center bonds must be redeemed or defeased, the total cost of which is currently estimated
by City to be approximately $2,000,000. AEG shall provide the funds necessary for such
redemption or defeasance. To the extent construction sales taxes generated by the Project
are not used to pay debt service on the Lease Revenue Bonds (described below), AEG
shall be entitled to a credit against Event Center Ground Rent for the redemption or
defeasance costs in the amount of the unused construction sales taxes received by the
City. The City shall cooperate in redeeming or defeasing any existing bonds necessary
for the transaction, and in releasing the Event Center Property from the leases securing
the existing bonds, and the parties shall mutually take all reasonable steps in order to
minimize the amount of such redemption or defeasance costs and to make available
alternative Project sources of funding to reimburse AEG for such costs to the greatest
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extent reasonably possible.

2. New Parking Structures Financing. AEG will be solely responsible for
financing the design and construction of the New Parking Structures. No City funding,
including but not limited to the issuance of bonds, will be provided for the New Parking
Structures. AEG shall control and retain the revenue from the New Parking Structures at
all times, subject to the City’s reservation of right to use the Bond Street Garage for
Convention Center events during all portions of days when there is no conflicting event at
the Event Center or STAPLES Center. City shall retain all revenue from such use and
shall be responsible for operating costs associated therewith.

It is the intention of the parties that the incremental parking revenue to the City
from Event Center events plus the incremental off-site parking tax to the City from Event
Center events (all as further described below) shall compensate the City for the net
income to the City currently generated by its parking operations at the West Hall garage.
City shall engage an independent third party auditor to conduct an audit to verify its net
income currently generated by its existing parking operations at the West Hall garage,
said audit to take into account expenses properly allocable to said parking. Such audit
will be used to ensure that the City is “made whole” for the loss of parking revenue
derived from its West Hall parking operation. If the audit reveals that the current net
income to City from its West Hall parking operation is materially less or more than the
sum of incremental parking revenue to City from Event Center events and incremental
off-site parking tax to the City from Event Center events, then the parties shall adjust
these terms to compensate for such discrepancy. There will be no change in current
application of STAPLES Center incremental parking revenue under the existing
STAPLES Center Gap Funding Agreement.

3. New Hall Financing. It is currently contemplated that tax-exempt bonds
(“Bonds™) will be issued to finance construction of the New Hall, consisting of (a) lease
revenue bonds (“Lease Revenue Bonds™) in the approximate principal amount of
$195,000,000 and payable by the City from its General Fund in amounts not expected to
exceed the sources of revenues described below, and (b) Mello-Roos bonds (“Mello-Roos
Bonds™) in the approximate principal amount of $80,000,000, payable by special taxes
levied on certain AEG real property as described below. The parties agree to mutually
attempt to optimize the Bond financing structure in order to maximize the total Bond
proceeds available to the Project and to minimize the total debt service payable
thereunder, it being the further mutual desire of the parties to maintain to the greatest
extent commercially feasible the same ratio of Lease Revenue Bonds to Mello-Roos
Bonds as set forth above,
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Sources for Repayment of Bonds.

The sources of General Fund revenues that will be used to pay debt
service on the Lease Revenue Bonds shall be (1) rent paid by AEG to the
City under the Event Center Ground Lease (which rent payments shall be
paid annually in advance), (2) the City’s share of possessory interest tax
paid by AEG on the land underlying the Event Center and the New
Parking Structures, (3) parking taxes received by the City from parking
for Event Center events at (i) the New Parking Structures, (ii) AEG’s
Olympic West and Olympic East garages within the 1._A. Live project, and
(iii) City’s Venice Street and South Hall garages, and (4) the City’s share
of construction sales taxes generated by the Project.

In consideration for the overall benefit to AEG and its affiliates in
connection with the development of the Project, such as, among other
items, the extension of the existing STAPLES Center ground lease on
terms and conditions satisfactory to the owner of the STAPLES Center,
and the receipt of certain signage rights on terms and conditions
satisfactory to AEG, AEG has agreed, and will cause its affiliates to agree,
to permit the creation of certain community facilities districts on its
existing L..A. Live and STAPLES Center projects. As such, the sources of
repayment of the Mello-Roos Bonds shall be (1} the imposition of a
special tax to be levied on the leasehold interest in the STAPLES Center,
and (2) the imposition of a special tax to be levied on the fee ownership
interest of the LA Live real properties, excluding the L. W. Marriott/Ritz
Carlton Hotel. The STAPLES Center special tax levy shall commence to
be assessed in fiscal year 2024-2025, shall be in the approximate annual
amount of $5,000,000, and shall escalate by 3% each fiscal year thereafter
until fiscal year 2045-2046, after which time such special assessment shall
no longer encumber the STAPLES Center ground lease. The L.A. Live
special tax shall commence to be assessed in fiscal year 2014-2015, shall
be in the approximate annual amount of $3,000,000, and shall escalate by
3% each year thereafter until fiscal year 2045-2046, after which time such
special assessment shall no longer encumber the applicable L.A. Live
properties.

AEG shall be obligated (“Gap Funding Obligation™) to pay any shortfalls
in the General Fund revenues described in Section B(4)}(a) as may be
required to make timely debt service payments on the Lease Revenue
Bonds, which obligation shall be set forth in a Gap Funding Agreement.
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5. Credit Support. AEG shall provide the City with credit support for AEG’s
Gap Funding Obligation and for any debt service reserve funds (*Reserve Fund™)
securing payment of the Bonds. Such credit support shall be in the form of one or more
letters of credit (collectively, the “Letter of Credit”) issued by an entity or entities and
with terms acceptable to the City.

(a) For the period beginning at issuance of the Lease Revenue Bonds through
the date on which the NFL team plays its first home game in the Event Center (“Period
One™), the Letter of Credit shall be in the amount of $50 million. During Period One,
AEG may allocate portions of such Letter of Credit to the Reserve Fund, currently
estimated to be approximately $10 million of the Letter of Credit to serve as a partial
Reserve Fund for the Lease Revenue Bonds, and approximately $4 million of the Letter
of Credit to serve as a partial Reserve Fund for the Mello-Roos Bonds. The balance of
the Letter of Credit shall secure the Gap Funding Obligation.

(b)  For the three-year period following the NFL team’s first home game in the
Event Center (“Period Two”), the Letter of Credit shall be in an amount equal to the next
2 years’ total debt service under the Lease Revenue Bonds and Mello-Roos Bonds
immediately following the expiration of Period One, which amount is currently estimated
to be $28 million. During Period Two, AEG may allocate portions of such Letter of
Credit to the Reserve Fund, currently estimated to be approximately $10 million of the
Letter of Credit to serve as a partial Reserve Fund for the Lease Revenue Bonds, and
approximately $4 million of the Letter of Credit to serve as a partial Reserve Fund for the
Mello-Roos Bonds, and shall allocate the balance of the Letter of Credit to secure its Gap
Funding Obligation.

(¢) For the period following Period Two and ending with payment in full of
all Bonds (“Period Three”), AEG shall provide a Letter of Credit in the amount of $5
million to secure the Gap Funding Obligation. During Period Three, the Reserve Fund
for the Lease Revenue and Mello-Roos Bonds will be secured by cash from AEG, by
excess cash available from Bond proceeds (including without limitation any accumulated
interest earnings or excess proceeds available as a result of “net funding” the Bonds), or
by an additional Letter of Credit.

6. Guaranty and Additional Security Protections. In addition to the above,
the following additional security protections shall apply:

(a) AEG shall provide, for the benefit of the City, a completion guaranty from
a guarantor acceptable to the City, and the City shall not unreasonably
withhold its approval, which guarantees completion of the Event Center
and New Parking Structures, it being the intention of the parties that the
completion guaranty shall be issued by the same guarantor as approved by
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the senior lender on the Event Center and that such senior lender will be a
nationally recognized financial institution.

(b  AEG shall grant the City the right to terminate the ground lease on the
New Parking Structures upon any termination of the Event Center Lease
resulting from AEG’s default thereunder. AEG shall not place any
leaschold financing on its interest in the New Parking Structures Ground
Lease or otherwise pledge the New Parking Structures as collateral for any
financing until after the end of Period One as described above.

(©) AEG shall not place any leasehold financing on its interest in the Event
Center Ground Lease or otherwise pledge the Event Center as collateral
for any loan having a principal amount in excess of 60% of AEG’s total
project costs to design and construct the Event Center.

(d) At the commencement of each year starting from the issuance of Bonds
and until the debt service on the Bonds is paid in full, AEG shall deposit
with the City the amount of the annual Gap Funding Obligation as based
on a good faith estimate reasonably agreed to by the parties, consistent
with any history of such payments and current applicable Project revenue
projections.

C. Additional Terms.

i. STAPLES Center Lease Extension. The parties agree that the ground lease for
the STAPLES Center shall be extended to make the STAPLES Center ground lease co-terminus
with the Event Center Ground Lease, in consideration for fair market value rent to be paid by
AEG to the City for each year of such extension as described herein. The parties agree that the
special assessments to be imposed on the STAPLES Center leasehold pursuant to Section B.4.(b)
above reflect, among other things, the fair market rent for the period of such extension. During
the years of the extension, AEG shall have the continuing right to impose, collect and either
apply to other expenses or retain, in its sole discretion, an admissions fee of 3-5% on all paid
tickets at STAPLES Center.

2, Event Center Admissions Fee. AEG shall have the right to impose and collect an
admissions fee 1o be initially set at 4% on all paid tickets at Event Center events (the “Event
Center Admissions Fee™); provided, however, that AEG shall have the right from time to time to
adjust the Event Center Admissions Fee (but not to exceed 5% in any event). AEG shall have
the right to apply all Event Center Admissions Fee receipts towards the payment of Event Center
Ground Rent, but assumes all risk for any shortfalls, and shall have the right to use any excess
Event Center Admissions Fee receipts to satisfy any of AEG’s other monetary obligations to the
City (e.g., the Annual Signage Payment, AEG’s Gap Funding Obligation, etc.).
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3. Signage. In exchange for AEG’s construction of the New Hall and its performance
of all other obligations with respect to the Project as contemplated herein, the City shall grant
AEG exterior signage rights on and around the Convention Center. AEG and the City had
previously negotiated an agreement which contemplated signage rights that the City has
estimated to have a fair market value of $5,000,000 per year. The parties agree that the special
assessments to be imposed on the L.A. Live properties pursuant to Section B.4.(b) above reflect,
among other things, such fair market value. The City acknowledges that, in conjunction with the
removal of the West Hall and the construction of the New Hall as part of the proposed Project,
AEQG intends to modity the prior signage plan, including removing and adding some locations
and modifying certain sign types; provided that (a) AEG agrees that the total square footage of
signage in the revised plan shall not be materially greater than the total square footage of the plan
that the City has valued in connection with this MOU, and (b) if the City reasonably concludes
that the value of the final agreed signage plan is materially greater than $5,000,000 per year, then
the parties shall renegotiate to reach agreement on appropriate adjustments in the financial terms
of this arrangement. AEG must obtain all required regulatory approvals and entitlements for said
signs. In addition, the terms and conditions set forth in Section B.1 above relating to the
redemption/defeasance of certain existing City bonds shall, to the extent applicable, aiso apply in
connection with City’s granting of such signage rights on and around the Convention Center, it
being understood that the total extent of such signage granted may impact such
redemption/defeasance costs to be incurred. AEG shall have the exclusive right to utilize such
signage and to sell inventory thereon, subject to the City’s right to promote and publicize LACC
events. The term of the AEG Convention Center signage rights will commence in 2014 and shall
be co-terminus with the initial term of the Bonds. Any extension of the term shall be subject to
mutual consent of the parties and at new agreed-upon terms. Subject to the City’s collateral
assignment and other rights upon AEG’s default (all as more particularly described above), AEG
shall retain all signage and naming rights for the Event Center.

4. Construction Contracting. AEG shall select in its sole discretion, and enter into
contracts with, the architect and gencral contractor for the Event Center and New Parking
Structures; provided, however, that as part of the Definitive Agreements AEG shall agree that in
connection with such contracts, it shall comply with applicable City provisions for prevailing
wage, MBE/WBE and workforce utilization, local hiring, and such other requirements required
by faw or reasonably agreeable to the parties.

5. Ground Lease General Provisions. The Event Center Ground Lease shall include
customary and reasonable ground lease provisions, including without limitation, provisions
concerning  default, restrictions on assignment, indemnification, leasehold financing, and
mortgagee protections. To the extent that the corresponding provisions set forth in the existing
STAPLES Center Ground Lease provide a useful model, the parties may use them as templates
for the Event Center Ground Lease.
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6. Non-Competition, The parties agree that it is in their mutual best interest to
enhance the existing financial performance of the LACC and its ability to attract the greatest
number of events. Therefore, the parties agree as follows:

(a) Except as may occur in active conjunction with LACC, AEG agrees that it
will not solicit the booking of the Event Center for any event which LACC
has the capability to support and host in terms of space, functionality,
availability, and services and which LLACC has historically booked and
hosted prior to the existence of the Event Center.

(b) Both Parties shall strive to coordinate the booking and scheduling of
events in their respective facilities so as to avoid or minimize to the
greatest extent possible any conflicts between the facilities and the events
held within such facilities, and to ensure as much complementary activity
as possible; it being the mutual goal of the Parties to avoid and minimize
LACC loss of business and market share due to any such potential
conflicts.

(c) Both Parties shall on a collaborative basis seek to attract and book new
large scale City Wide conventions and other similar events of sufficient
size so as to be able to engage the facilities and services of both the Event
Center and the Convention Center; provided, however, that once such any
such new large scale event has been secured, either Party shall have the
right to seek to have its facility (or a portion thereof} serve as the venue
for some of the events comprising a part of such large scale event.

In any event, based on all of the foregoing, AEG, LACC, and L.A. Inc. (or its successor
as named by the City) agree to collaborate and to seek a more detailed and integrated delineation
of relative business and booking methodology and event activity within the Macro-Booking
Policy to be jointly developed by the parties.

7. Non-Disruption. AEG and City each commits in good faith to actively
collaborate with the other in attempting to arrive at practical solutions in order to minimize any
disruptions to LACC events and LACC revenues to the greatest extent reasonably practicable
during AEG's construction of the Event Center. In particular, once AEG has established and
presented to LACC its construction and mobilization schedule for the construction of the Event
Center, LACC will develop and present to AEG a schedule of potential LACC events to be held
during the period of construction of the Event Center. Based upon such schedules, the Parties
shall thereafter work together on an on-going collaborative basis to jointly identify potential
solutions intended to avoid or mitigate to the greatest extent possible such disruption to LACC
revenue generating activities during such period; including without limitation, the parties shall
explore such measures as seeking to adjust the scheduling of certain construction activities,
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providing alternative parking arrangements or temporary substitute venues, and the like. Only
after having first jointly exhausted all potential avoidance or mitigation efforts, AEG shall
reimburse LACC for its clearly demonstrated losses actually suffered solely and directly as a
result of the disruption to LACC revenue generating events as a result of AEG's construction
of the Event Center. In addition, as part of the parties’ collaborative efforts to mitigate any such
disruption, there may be instances where the parties mutually determine that economic incentives
must be offered to contracted LACC clients (for space or date moves or both) throughout the
construction process. To the extent the Parties mutually determine that such incentives are
reasonably necessary, the actual cost to LACC of such incentives will be reimbursed to LACC
by AEG. Notwithstanding anything herein to the contrary, LACC acknowledges that AEG shall
have no liability for any loss of revenue which may be attributable to general market conditions
or the failure of LACC to attract or retain business due to competitive reasons unrelated to any
disruption which may be caused by AEG's construction of the Event Center.

8. L.A. Live Event Deck. The construction of the New Hall and the Event Center
should obviate the need for an expansion of the Convention Center over the airspace parcel
currently occupied by the event deck at the Olympic West Parking Garage at LA Live, which
parcel is defined as the “Convention Center Expansion Parcel” under the LASED Specific Plan.
Therefore, if requested by AEG, the City shall process an amendment to the LASED Specific
Plan to modify the existing use restriction on the Convention Center Expansion Parcel to provide
that on the earlier of the completion of New Hall to the satisfaction of the City or October 21,
2021, the Convention Center Expansion Parcel may be used for any other uses permitied by the
LASED Specific Plan. Parking, temporary and signage uses as currently allowed under the
LASED Specific Plan shall continue to be allowed. At AEG’s election the processing of such
specific plan amendment may be concurrent with or subsequent to the processing of approvals
for the Project. All processing, environmental review, and other costs arising out of such an
amendment shall be borne by AEG, The processing of such an amendment does not commit the
City or its Planning Department, City Planning Commission or City Council to approve any
requested changes.

9. Public Benefits. AEG will implement a public benefits program to benefit the
residents of the City. The specific details of the program will be developed by AEG over the next
year and shall be in writing when the Definitive Agreement are reviewed by Council.

IMPLEMENTING THIS MOU. This MOU authorizes City staff, with the assistance
and consultation of the City Attorney, to negotiate agreements consistent with the terms and
conditions of this MOU with AEG and to report to the City Council or the Ad Hoec Committee on
Downtown Stadium and Convention Center Renovation on the progress of such negotiations.
AEG understands that any and all contracts, leases, bonds and agreements must be approved in
accordance with the requirements of the Los Angeles City Charter and the City’s Municipal
Code and Administrative Code and must be approved by the City Council and Mayor. AEG
UNDERSTANDS THAT DEFINITIVE AGREEMENTS SHALL IN NO EVENT BE
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EXECUTED UNTIL. AEG HAS CONSUMMATED AN AGREEMENT WITH AN NFL
TEAM TO PLAY ITS HOME GAMES AT THE EVENT CENTER AND THE TERMS OF
THE AGREEMENT ARE SUFFICIENT TO PROTECT THE CITY’S GENERAL FUND AND
INVESTMENTS.

COOPERATION. In connection with this MOU, the parties shall reasonably cooperate
with one another to achieve the objectives and purposes of this MOU. In an effort to accomplish
the parties’ Goals set forth above, the parties have negotiated the proposed terms and conditions
related to the Project as set forth in this MOU, it being understood and agreed that in drafting the
Definitive Agreements, in the event of any inconsistencies between any of the parties’ Goals and
any of the more specific provisions contained in this MOU, the parties shall ook to, and be
guided by, the more specific applicable provision. The City agrees to jointly apply for and to
expedite the processing of entitlements and approvals for the Project.

IN WITNESS WHEREOF, the parties executed this Memorandum of Understanding on
the dates indicated.

CITY OF LOS ANGELES:

By: By:

Chief Legislative Analyst City Administrative Officer
Date: Date:

AEG:

ANSCHUTZ ENTERTAINMENT GROUP, INC., a Colorado corporation

By:

Chief Executive Officer

Date:
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APPENDIX B — Contracting Requirements for New Hall
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APPENDIX B
DESIGN AND CONSTRUCTION CONTRACTING REQUIREMENTS, GUIDELINES AND STANDARDS

Contract Requirements for New Hall Project

Part 1 -- Professional Service {Consultant) Contracts

Contract Reguirement Description
1. | MBE/WBE/OBE Qutreach Program for Sub- The poticy of the City is to provide minority
Consultants business enterprises (MBE), women business

enterprises (WBE), and all other business
enterprises {OBE) an equal opportunity to

METHOD OF COMPLIANCE: Consultant performs participate in the performance of all City contracts.

Good Faith Effort Outreach and submits documents | T1is policy applies to all City departments
reviewed by ICON, with the assistance of BCA authorized to award contracts.

ORIGIN: Mayor’s Executive Directive 2001-26

2. | Child Support Assignment Orders Reguires that all contractors and subcontractors,
performing work for the City, comply with all

ORIGIN: Council Ordinance #1721401 reporting requirements and wage and earning

METHOD OF COMPLIANCE: Consultant submits assignments relative to legally mandated child
signed statement support.

3. | Living Wage Ordinance Requires payment of a minimum living wage to

_ employees of City contractors and their

ORIGIN: LAAC Section 10.37 subcontractors.
METHOD OF COMPLIANCE: Consultant submits
signed declaration form

4. | Service Contractor Worker Retention Ordinance Encourages the retention of existing service

workers when a change in contactors occurs.
ORIGIN: LAAC Section 10.36

METHOD OF COMPLIANCE: Consultant submits
signed declaration form

5. | Americans with Disabilities Act City requires and monitors that consultant provide
reasonable accommeodations to allow gualified

ORIGIN: U.5.C. Section 12101 individuais with disabilities to have access to and to

METHOD OF COMPLIANCE: Consultant submits participate in its programs, services and activities in
accordance with the provisions of the Americans

with Disabilities Act.

signed certification form




6. | Egual Benefits Ordinance No Awarding Authority of the City shall execute or
amend any contract that exceeds $5,000 with any
ORIGIN: LAAC Section 10.8.2.1 contractor that discriminates in the provision of
METHOD OF COMPLIANCE: Consultant files form | Penefits between spouses of employees and
with Developer for Bureau of Contract domestic pariners of employees, and between
Administration (BCA} EBO Full Compliance Listing dependents and family members of spouses and
dependents and family members of domestic
partners.
7. | Contractor Responsihility Ordinance Requires that each department make a
determination as to whether prospective
ORIGIN: City Ordinance #173677 contractors are responsible and capable of fully
METHOD OF COMPLIANCE: Consultant complete performing the work before being awarded a City
Responsibility Questionnaire contract.
8. | Slavery Disclosure Ordinance City administers policy that requires full disclosure
of any participation in or profits derived through
ORIGIN: LAAC Section 10.41 slavery by companies seeking to do business with
METHOD OF COMPLIANCE: Consultant files form | the City.
for BCA $DO Full Compliance Listing
9. | Contract Bidder Certification of Compliance with Any bidder for a contract shall submit with its
Lobbying Laws proposal a Bidder Certification, proscribed by the
City Ethics Comm., that the bidder acknowledges
ORIGIN: LA Municipal Lobbying Ordinance and agrees to comply with the disclosure
METHOD OF COMPLIANCE: Consultant submits requirements and prohibitions established in the
signed Disclosure Certification Ordinance if the hidder qualifies as a lobbying
entity under the Ordinance.
10. | First Source Hiring Ordinance Amends Los Angeles Administrative Code to add a
new Division 10, Chapter 1, Article 18 to establish a
ORIGIN: City Ordinance #179281 program that requires service contractors who hire
METHOD OF COMPLIANCE: Consultant submits new employees to perform work on a City contract
signed Declaration and Forms to seek employee references through referrals from
the City and other agencies interested in training
and finding employment for the traditionally
unemployed or under-employed.
11 City of LA. Mon-Discrimination, Equal City requires and monitors consuitants and their

Employment Practices, Affirmative Action
Requirements

agreement that it shall not discriminate, will
provide equal employment practices and that each
will adhere to an affirmative action program to




ORIGIN: LAAC Section 10

METHOD OF COMPLIANCE: Compliance review and
approval by Developer, with assistance from BCA

ensure that in their employment practices, persons
are employed and employees are treated equally
and without regard to or because of race, religion,
ancestry, national origin, sex, sexusl orientation,
age, disahility, marital status or medical condition.

12. | Monitoring and Enforcement of City of Los Requires that the proposer must have a BTRC prior
Angeles Business Tax Registration Certificate to the award of the contract.
ORIGIN: LAMC Chp Il, Article 1, Section 21.08
METHOD OF COMPLIANCE: Consuitant submits
BTRC number
13. | Monitoring and Enforcement of Professional City monitors and requires consultants to provide
Licenses, Professional and Other insurance and maintain professional licenses, professional
. . and other insurance required by local, state, and
ORIGIN: Board of Public Works Policy federal laws.
METHOD OF COMPLIANCE: Consuftant submits
proof of licenses and monitored by BCA
14. | Executive Directive No. 14: Small Business Through this directive, the Mayor has set City
Inclusion Program contracting goals to increase opportunities for
o small business, emerging business, and disabled
ORIGIN: Mayor’s Executive Directive No. 14 veteran business enterprises. This directive is
METHOD OF COMPLIANCE: Contractor meets intended to modify the Good Faith Effort outreach
specified subcontractor outreach and hiring process that is part of the MBE/WBE/OBE
objectives for Small Business Enterprises, Emerging | SUbeontractor Outreach Program.
Business Enterprises, and Disabled Veteran’s
Enterprises
15 i 8% Local Preference Initiative (Pending) In the case of RFP’s, Firms certified as “local

Will apply if ordinance adopted by City Council,

ORIGIN: City Councif 10-2414-51 adopted
11/3/2010 to direct Jobs and Budget/Finance
Committees to draft an Ordinance, Not yet adopted
by Council

METHOD OF COMPLIANCE: Contractor meetfs
conditions to be certified as a local business by BCA.

businesses” by BCA would be entitled to an 8%
bonus to their final evaluation score. The report
did not mention RFQY's, or Task Order Solicitations
from On-Call lists, but it is assumed that the
intention is likely that it would apply those as well
but that would depend on the final ordinance
wording (if passed).




16

Bidder Contributions {CEC Form 55)

ORIGIN: On March 8, 2011, voters passed Charter
Amendment H .

METHOD OF COMPLIANCE: Contractor submits CEC
Form 55 and contract language is added.

Only applies to contracts over $100,000 approved
by City Council or other elected officials.

Part 2 -- Construction Contracts

1. | Equal Benefits Ordinance No Awarding Authority of the City shall execute or
' ' amend any contract that exceeds $5,000 with any
ORIGIN: ity Ordinance #175115 contractor that discriminates in the provision of
METHOD OF COMPLIANCE: Contractor submits benefits between spouses of employees and
form to Developer for BCA EBO Full Compliance domestic partners of employees, and between
Listing dependents and family members of spouses and
dependents and family members of domestic
partners.
2. | Slavery Disclosure Ordinance City administers policy that requires full disclosure
. of any participation in or profits derived through
ORIGIN: LAAC Section 10.41 slavery by companies seeking to do business with
METHOD OF COMPLIANCE: Contractor submits the City.
form to Developer for BCA SDO Full Compliance
Listing
3. | Living Wage Ordinance Requires payment of a minimum living wage to
‘ . employees of City contractors and their
ORIGIN: City Ordinance #172336 subcontractors.
METHOD OF COMPLIANCE: Contractor submits
signed declaration form
4. | City of L.A. Non-Discrimination, Equal City requires and monitors contractors and

Employment Practices, Affirmative Action
Requirements

ORIGIN: LAAC Section 10

METHOD OF COMPLIANCE: Compliance review and

subcontractors and their agreement that it shall
not discriminate, will provide equal employment
practices and that each will adhere to an
affirmative action program to ensure that in his or
her employment practices, persons are employed
and employees are {reated equally and without




approval by Devefoper with assistance from BCA

regard 1o or hecause of race, religion, ancestry,
national origin, sex, sexual orientation, age,
disability, marital status or medical condition.

Contract Bidder Certification of Compliance with
Lobbying Laws

ORIGIN: LA Municipal Lobbying Ordinance

METHOD OF COMPLIANCE: Contractor submits
signed Disclosure Certification

Any bidder for a contract shall submit with its
proposal a Bidder Certification CEC Form 50,
proscribed by the City Ethics Commission, that the
bidder acknowledges and agrees to comply with
the disclosure requirements and prohibitions
established in the Ordinance if the bidder qualifies
as a lobbying entity under the Ordinance.

Contractor Responsibility Ordinance
ORIGIN: City Ordinance #173677

METHOD OF COMPLIANCE: Contractor complete
Responsibility Questionnaire and submits with bid

Requires that each department make a
determination as to whether prospective
contractors are responsible and capable of fully
performing the work before being awarded a City
contract.

Contractor Performance Evaluation Ordinance
ORIGIN: City Ordinance #173018

METHOD OF COMPLIANCE: City completes
evaluation form

Assures that contractors are routinely evaluated in
accordance with approved criteria and that this
evaluative data is catalogued and readily accessible
to and considered by contract awarding authorities
prior to entering into contracts.

8% Local Preference initiative {Pending)
will apply if ordinance adopted by City Council:

ORIGIN: City Council 10-2414-51 adopied
11/3/2010 to direct Jobs and Budget/Finance
Committees to draft an Ordinance, Not yet
adopted by Council

METHOD OF COMPLIANCE: Contractor meets
conditions to be certified as o local business by
Developer with assistance from BCA.

Firms certified as “local businesses” by BCA would
be entitled to an 8% preference to their bid price.
The price used to caleulate the low bidder would
be reduced by 8% for certified local firms, but if
awarded the contract they would be paid their
actual bid price before the 8% reduction.

Bidder Contributions {CEC Form 55)
ORIGIN: Charter Amendment H .

METHOD OF COMPLIANCE: Contractor submits CEC
Form 55 and contract languoge Is added.

Only applies to contracts over $100,000 approved
by City Council or other elected officials (not
generally the case for construction coniracts).




10. | MBE/WBE/OBE Subcontractor Outreach The palicy of the City is to provide minority

Program/Good Faith Effort {GFE) business enterprises {(MBE), women business
, . o enterprises (WBE}, and all other business

ORIGIN: Mavyor’s Executive Directive 2001-26 enterprises (OBE) an equal opportunity to
METHOD OF COMPLIANCE: Contractor performs participate in the performance of all City contracts.
Good Faith Effort OQutreach and submits documents | 11is policy applies to all City departments
reviewed by Developer with assistance from BCA authorized to award contracts.

11. | Executive Directive No. PE-6: Hiring of “At Risk” City requests that each contractor state his or her

Personnel in City Projects
ORIGIN: Muayor’s Executive Directive No. PE-6

METHOD OF COMPLIANCE: Contractor submits
signed Declaration Form

respective willingness to voluntarily provide
training and employment opportunities to “at-risk”
individuals in the community as detailed in the
MAYOQR'S EXECUTIVE ORDER No. PE-6.

12.

Executive Directive No. 14: Smali Business
Inclusion Program

ORIGIN: Mayor’s Executive Directive No. 14

METHOD OF COMPLIANCE: Contractor meets
specified subcontractor outreach and hiring
objectives for Small Business Enterprises, Emerging
Business Enterprises, and Disabled Veteran’s
Enterprises

Through this directive, the Mayor has set City
contracting goals to increase opportunities for
small business, emerging business, and disabled
veteran business enterprises. This directive is
intended to modify the Good Faith Effort outreach
process that is part of the MBE/WBE/OBE
Subcontractor Outreach Program.

13.

Board of Public Works Mandatory Subconiracting
Minimum

ORIGIN: Department of Public Works Policy

METHOD OF COMPLIANCE: Listing of intended
subcontractors, to meet MSM, in bid by contractor

To be eligible for award of a project by the Board
of Public Works, contractor is required to
subcontract 2 minimum of its bid to any gualified
available subcontractors. Contractors must list, in
their bid, all subcontractors, regardless of bid
amount, that the bidder wishes to be credited
toward achieving the required Mandatory
Subcontracting Minimum (MSM) established for
the project.

14.

First Time Bidder Evaluation
ORIGIN: Department of Public Works Policy

METHOD OF COMPLIANCE: Research, review and
approval by Developer with assistance from BCA

The Bureau of Contract Administration researches
and evaluates a contractor’s qualifications and
work history when the contractor is bidding on a
City contract for the first time.




15. | Approval of all subcontraciors before they are The Bureau of Contract Administration reviews
allowed to begin work and approves all subcontractors, for compliance
with applicable laws and licenses, to work on City
ORIGIN: Department of Public Works Policy .
projects.
METHOD OF COMPLIANCE: Research, review and
approval by Developer with gssistance from BCA
16. | Monitoring and Enforcement of City of Los Requires that the proposer must have a current,
Angeles Business Tax Regisiration Certificate valid BTRC prior to the award of the contract.
ORIGIN: LAMC Chp II, Article 1, Section 21.08 All subcontractors must have a valid, current BTRC
prior to working on a project.
METHOD OF COMPLIANCE: Submittal of BTRC
number by contractor
17. | Board of Public Works “Zero Spills Policy” City monitors and requires contractors ta adhere
‘ ' to the Board of Public Works “Zero Spilis Policy”
ORIGIN: Board of Public Works Policy Adopted June and holds all contractors Hable, responsible and
6, 1998 accountable for all construction related spills
METHOD OF COMPLIANCE: Monitoring by caused by the contractor’s negligent actions.
Developer with assistance from BCA of contractor’s
compliance with policy
18. | Project Labor Agreement {PLA) and Infrastructure | Contractor's agreement to hire a specified
Stabilization Policy {I5P) percentage of workers who live within the
. . o houndaries of the City and County of Los Angeies.
ORIGW: Board of Public Works Policy W’Fh Fi‘rty - The core of the policy is to address unemployment
Council approval on 12/17/2010 (Council File No. and underemployment in concentrated poverty
09-0963) neighborhoods and to advance the skills of the
METHOD OF COMPLIANCE: Monitoring and review | 103! 1abor pool. The PLAis to be included on
by Developer with assistance from the BCA Public Works Capital Improvement Projects over
$2.8 Million,
19. | Vendor and/or Supplier and Broker Participation Bidders must list, in their bids, the names of
Recognition vendors and/or suppliers and brokers and the
' ‘ dollar amounts for which the bidder has obligated
ORIGIN: Department of Public Works Policy itself, in conjunction with the policies and
METHOD OF COMPLIANCE: Submittal of form with reguirements established by the Department of
bid by contractor Public Works subcontracting outreach policy.
20. | Bid listing of all Subcontractors performing more All prime contractors must list in their original bid

than % of 1 percent of the work of the project

for work all subcontractors who wiil perform work
in an amount in excess of % of 1 percent of the




ORIGIN: Public Contract Code Section 4104
Master General Conditions

METHOD OF COMPLIANCE: Contractor submits list
of subcontractors with bid

prime contractor’s total bid.

in addition, the prime contractor must list in their
original bid for work, all subcontraciors, regardless
of the doilar amount of the work if they want
those subcontractors to count toward meeting the
Mandatory Subcontracting Minimum required on
the project.

21. | Monitoring and Enforcement of California The Bureau of Contract Administration monitors
Contractor's License Requirement(s) and enforces the requirements that all Prime
‘ Contractors and/or subcontractors working on a
ORIGIN: Public Contract Code Public Works project have a current, valid
METHOD OF COMPLIANCE: Monitoring and California Contractor’s License to perform the
approval by Developer with gssistance from BCA work designated to be performed by that Prime
and/or Subcontractor.
22. | Awarding Authority Approval of all subcontractor | Based on the recommendation of the Bureau of
substitutions Contract Administration acting on behalf of the
Board of Public Works, all substitutions of a bid-
ORIGIN: Public Contract Code Section 4107 listed or approved subcontractor shall be
approved by the Board of Public Works in an open
METHOD OF COMPLIANCE: Review and approval by | session of the Board. Acting on behalf of the Board
Developer with assistance from BCA of Public Works, the Bureau of Contract
Administration may approve the substituting
contractor perform work prior to formal approval
by the Board.
23, | Prograss Payments The Bureau of Contract Administration administers
' ' the monthly progress payments to the general
ORIGIN: Public Contract Code Section 20104.50 contractor for Public Works construction projects
METHOD OF COMPLIANCE: Contractor submits to ensure prompt payment as required by the
monthly payment request application for review Public Contract Code.
and approval by Developer with assistance from
BCA
24. | Release of Retention The Bureau of Contract Administration is
_ _ responsible for administering the hoiding and
ORIGIN: Public Contract Code Section 7107 release of a certain percentage of the contractor’s
METHOD OF COMPLIANCE: Developer with progress payment as retention until Final Field
assistance from BCA administers holding and Acceptance of the project in compliance with the
releasing of retention Public Contract Code.
25. Payment to Subcontractors in conjunction with the listed subcontractor work

provided by the general contractor, with their bid,




ORIGIN: Public Contract Code Section 7107

METHOD OF COMPLIANCE: Contractor submits
documentation for review by Developer with
assistance from BCA

the Bureau of Contract Administrations oversees
contractor’s compliance with payments made to
subcontractors in compliance with the Public
Contract Code.
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Timothy J. Leiweke

President & CEC

February 16, 2011

Mr. Gerry Miller

Chief Legisiative Analyst

City of Los Angeles

200 N. Spring Street, Room 255
Los Angeles, CA 90012

Mr. Migue! Santana

Chief Administrative Officer
City of L.os Angeles

200 N. Main Sireet

Los Angeles, CA 90012

Dear Mssrs. Miller and Santana:

We are pleased to submit for your consideration this proposal regarding the potential
development of both a new multi-purpose Event Center at the location of the existing West Hall of
the Los Angeles Convention Center and a new convention center hall (together with new parking
structures) to replace the exhibition and meeting space currently contained in the West Hall.

Like most Angelenos, we are excited about the prospect of an NFL team returning to Los Angeles
after a 16-vear absence. However, as important as that objective may be, we firmly believe that the
opportunity here transcends football. In particular, we envision a project that will not only constitute
the next dramatic step in the continued revitalization of downtown Los Angeles, but wilt also
enhance the atiractiveness of Los Angeles as a destination for majer convention and tourism business
and fuel economic growth in a region still suffering from the deepest recession of our lifetime, This
project wiil drive direct investment of over $1.4 billion inte facilities serving the tourism industry
which, as you know, has become one of the region’s most significant economic sectors,

As a backdrop to the attached Transation Overivew, we would like to highlight some important facts
and principles that have guided our thinking in formulating this proposal:

First, the West Hall is an outdated facility in djre need of capital improvement. Not only is the aged
exterior appearance of the facility a stark contrast to the newer structures that surround it (the South
Hall, STAPLES Center, and LA LIVE}, but more importantly the obsolescence and inadequacy of
the physical facilities and infrastructure, including the central plant that services the entire
Convention Center, will necessitate significant investment by the City going forward. In this regard,
Convention Center Management has reported that the West Hall requires a minimum of $50
million in improvements. The proposal we are putting forth will not only save the City the need to
make this sizeable capital investment in the old West Hall, but will also lead to the development of a
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brand new comparably-sized facility with much improved functionality funded entirely by newly
created revenue streams.

Second, key constituents of the Convention Center {including LA Inc, hotel operators and
Convention Center senior management) have made it abundantly clear that reconfiguring the
Convention Center to provide for more contiguous exhibition space is critical to its long-term
competitiveness. While previous plans contemplate potential Convention Center expansion in the
airspace over the property immediately north of the current West Hall, recent conversations with
convention planners, managers and others have consistently stressed the need to create new exhition
space closer to the South Hall. This propesal would accomplish this objective by providing for the
new hal] to be constructed immediately adjscent to the existing South Hall.

Third, the LA Convention Center is unable to compete with other cities for the largest conventions
because it lacks sufficient convention, exhibition and meeting space. While the recent addition of
LA LIVE (including significant meeting and baliroom space at the JW Marriott and The Ritz-Carlton
Hotels) has helped in this regard, there is still a shortage of convention space (particularly flat floor
space) needed to attract the large group events that would drive additional tourism and other related
economic activity to the region. The Event Center we are proposing would be designed, constructed
and located in a manner allowing for its use in conjunction with large-scale convention gatherings
that currently cannot be booked into existing Convention Center facilities. The additional flat floor
space and ancillary meeting space offered by this venue (which could be fully enclosed as needed)
would help propel the Convention Center into the top tier of comparable facilities nationwide, And
while a lack of conveniently located hotel rooms remains another factor impairing LA’s ability to
attract the largest conventions, discussions with prospective hotel developers and operators have
strongly indicated that this project w;il serve as a catalyst for the construction of multiple new

downtown hotels.

Fourth, at a time when jobs are scarce and families continue to struggle to make ends meet, this
major development project will result in thousands of direct construction and operating jobs and will
trigger additional economic activity and job creation in both the surrcunding downtown area and the
broader Los Angeles community. Recognizing the potential for this project to provide the kind of
job-stimulating activity the region’s economy desparately needs, key leaders of local Iabo:
organizations have already voiced their strong support for this initiative.

Finally, and most importantly, we are mindful that the City of Los Angeles cannot and wiil not
subsidize a private stadium development with taxpayer dellars. We understand that the City, like
most local governments, has been hit hard by the recent recession, and we recognize that the citizens
of this City would understandably look askance at any proposal that contemplated public funding of a
private facility. In this regard, key elected officials and City staff have consistently delivered the
message that any Event Center proposal must be structured in a way that neither puts the general
fund at risk nor threatens to divert existing tax revenues from other key City services. In response,
the proposal we are submitting (a} does not contemplate any City funding of the Event Center and (b)
provides for a brand new Convention Center hall and related parking structures that will be fully paid
for by revenues and contractual payments that the City will receive directly as a result of the new
Event Center (and which the City would not have received but for this project),
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For all of the above reasons, this proposal will result in a true “win-win” public-private partnership
delivering new resources and facilities to the City without putting the general fund and the taxpayers
at risk. As recently stated in a public hearing, this is a situation where private sector investment will
generate substantial direct benefits to the public sector,

With that as the background, we are pleased to submit for your consideration the proposed
arrangements described in the attached Transaction Overview. We look forward to working with you
and other City officials in the coming weeks and months as we seek to reach an agreement on this

exciting new project.

Cec: The Honcrable Antonio Villaraigosa
The Honarable Jan Perry
The Honorable Carmen Trutanich
The Honorable Wendy Greuel
The Honorable Members of the Los Angeles City Council
Austin Beutner
Maria Elena Durazo
Carol Schatz
South Park BID
Mark Liberman



TRANSACTION OVERVIEW

A Proposed Transactions

1. Event Center. L.A. Event Center, LLC (“Developer”), a subsidiary of AEG, will construct
an Event Center sufficient to accommedate a wide variety of uses, including without
limitation, NFL football, soccer, conventions and exhibitions, trade shows, concerts and
other entertainment, convention and sporting events on the property where the West Hall of
the Los Angeles Convention Center is currently located. The Event Center will be
designed to provide approximately 285,000 sq. ft. of usable space for convention and
exhibition events, comprised of approximately 165,000 sq. ft. of floor space at the event
level and approximately 120,000 sq. ft. of meeting space and cther ancillary facilities.

(2)

(b)

The Event Center will be constructed by Developer entirely with private funds, The
City will provide Developer a long-term ground lease with rent to be determined.

Developer will grant to City the right to reserve dates for the Event Center to be used
for convention and exhibition events, with such use to be on fair market terms.

2. Construction of New Hall and New Parking Structures,

(a)

(b)

()

(d)

(e)
4

Prior to constructing the Event Center, Developer will construct a new convention
center hall (the “New Hall"), contiguous to the South Hall in an airspace parcel over
Pico Boulevard, to replace the existing West Hall exhibition and mesting space.

Developer will also construct parking garages totaling approximately 4,000 spaces on
Convention Center property located west of the Event Center (e.g. Bond
Street/Cherry Street garage locations) to (i) replace parking spaces currently located
in West Hall and Cherry Street garages and (ii) provide approximately 1,400
additional parking spaces for use in connection with Convention Center, Event
Center and STAPLES Center events (the “New Parking Structures”).

Developer will be responsible for the design and construction of the New Hall and the
New Parking Structures, provided that these facilities will be designed in accordance
with criteria and standards reasonably acceptable to the City and will be constructed
consistent with designs approved by the City.

City and Developer will jointly develop a budget for the construction of the New Hall
and the New Parking Structures. 100% of the cost to design and construct the New
Hall (currently estimated by Developer to be approximately $220 million) and the
New Parking Structures (currently estimated by Developer to be approximately $80
million) will be financed by new Bonds (see below).

The New Hall will be owned and operated by the City for Convention Center use.

The New Parking Structures will be owned by the City, but will be operated by
Developer to ensure coordination with surrounding event uses, After deducting all
operating costs and a reasonable management fee, Developer shall pay all revenue
generated from the operation of the New Parking Structures to the City.




3. Signage

(a)  Developer, or its affiliate, will pay annual payments te the City in exchange for
signage rights substantially consistent with the agreement previously approved by the
City (but which has been pending completion of entitlements), subject to appropriate
modifications to reflect the reconfigured Convention Center.

(b)  Developer will retain all signage and naming rights for the Event Center, The City
will grant Developer additional exterior signage rights on the Event Center, the
existing Convention Center and the New Parking Structures to support Event Center
naming rights and sponsorship arrangements.

B. Proposed Financing Plan

1. Event Center Financing. Developer will be solely responsible for financing the
construction of the Event Center. No City funding will be provided for such financing.

2. Financing of Public Improvements.

(a) Design and construction of both the New Hall and the New Parking Structures,
together with associated financing costs will be financed with tax-exempt revenue
bonds to be issued by the City or the Los Angeles Convention and Exhibition Center
Authority (the “Bonds”). Based on preliminary cost estimates, gross Bond proceeds
necessary for the New Hall, the New Parking Structures and financing costs are
anticipated to be approximately $325 -$350 milHon, :

(b} The Event Center site will be released from the collateral securing the existing
Convention Center bonds through a defeasance and refunding of existing bonds using
proceeds of the new Bonds. The Bonds will be secured by the improvements they
finance (New Hall and New Parking Structures). Mo private credit enhancement will
be provided by Developer to support such Bonds.

3. Sources for Repayment of City Bonds.

(a) The Bonds issued for construction of the New Hall and the New Parking Structures
will be repaid from the following new revenue streams:

= Rent received by City from ground lease of the Event Center site.

= Admissions fees on tickets sold at the Event Center, Developer will agree to the
imposition of an admissions fee on all ticketed events for the entire term of the
ground lease. Percentage to be determined, but will be in the range of 3-5%.

e Incremental parking revenue (relative to historical baseline) received by the City
from the operation of the New Parking Structures and other City-owned parking
structures (e.g. South Hall and Venice Street Garages) in the immediate area.

" If STAPLES Center ground lease is extended, additional admissions fees generated at STAPLES Center beyond
current scheduled expiration of the fee would also be available to apply toward the debt service on the Bonds.



e Incremental operating revenue (relative to historical baseline) received by the City
from the operation of the reconfigured Convention Center {e.g. improved operating
perfarmance attributable to the New Hall and the Event Center).

s Incremental signage revenue received by City for Convention Center signage.

s Incremental tax revenues received by the City arising directly or indirectly from the
construction or operation of the Event Center, including without limitation,
construction sales tax, retatl sales tax, parking tax, business license tax, utility tax,
property or possessory interest tax.

(h)  Ifthe total of all of the above revenue streams i5 less than the amount of the debt
service paid by the City on the Bonds in any given year, Developer will make a
payment to the City necessary to fully reimburse the City for the amount of such
shortfall under 2 new gap funding agreement similar to that currently in place for
STAPLES Center. If the above revenue streams exceed the debt service paid by the
City on the Bonds in any given year, the excess will be credited against any future
shortfall obligations of Developer.

Miscellaneous

Transaction Structure. The proposed transaction will be modeled after the original
STAPLES Center transaction, with the obligations of the parties to be set forth in an overal!
agreement for the transaction, such as a Development Agreement, DDA, or similar
agreement. The other principal transaction documents are contemplated to consist of an
Event Center Ground Lease, an REA (which may take the form of an amendment to the
existing REA), a2 Development Services Agreement in connection with the design and
construction of the New Hall and the New Parking Structures, and an Event Center Gap
Funding Agreement (the “Agreements”).

Entitlements; Approvals. Developer will obtain all entitlements (including all required
environmental review and clearances) for the New Hall, the Event Center and the New
Parking Structures, with the City’s cooperation. Developer will conduct extensive traffic,
parking and other studies to ensure that project impacts are properly analyzed and mitigated
through a full Environment Iimpact Report. The City will cooperate with Developer to
facilitate project approvals and reduce associated costs where possible, In particular, the
City shall review, process and approve permits in a timely fashion, with customary
arrangements for reimbursement by Developer for costs relating to dedicated City staff.

Event Coordingtion. Developer, City and STAPLES Center will agree on new terms for
coordination of events and parking uses, including operating restrictions where appropriate
{e.g. potential restriction on presentation of large events in the Event Center concurrently
with large events in STAPLES Center or the Convention Center).

LA LIVE Event Deck, The construction of the New Hall and the Event Center will obviate the
need for an expansion of the Convention Center over the airspace parcel currently occupied by
the event deck at the Olympic West Parking Garage at LA LIVE, Accordingly, apart from the
Event Center transactions, Developer may pursoe alternative uses for such airspace parcel
pursuant o the existing LA LIVE Specific Plan.
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Project Revenues

Nominal Total
NPV @® 6.0%

Special Tax {ALivel STAPLES Center TOTAL
Ground Lease STAPLES Center Special Tax Special Tax Project
Project Year Rent - Event Center Lease Extensjon Payment Payment Revenues

Const, 2012 40 ] 0 50 $0|
Const. 2013 Y bo] 0 ) 50
Const. 2014 [+ [s} 3,000,000 [+ $3,000,000)
Canst. 2015 [ 0 3,080,000 o $3,096,000)
1 2016 6,500,000 4] 3,182,700 o $9,682,700}

2 2017 6,613,750 ] 3,278,181 o $9,891,931

3 2018 6,729,491 0 3,376,526 ] $10,106,017|

4 2019 6,247,257 0 3,477,822 o 510,325,079

5 2020 6,967,084 o 3,582,157 ] 510,549,241

6 2021 7,083,008 9 3,689,622 ] 510,778,629

7 2022 7,213,055 o] 3,860,310 [+ $11,013,379)

8 2073 7,332,294 Q 3,914,320 [ $11,253,613]

9 2024 7,467,732 Q 4,031,749 5,000,000 $16,499,481

10 2025 7,598,417 o .4,152,702 5,150,000 $16,901,118]

i1 2026 7,731,389 Q 4,277,283 5,304,500 $17,313,172)

12 2027 7,866,688 0 4,405,601 5,463,635 $17,735,925)

i3 2028 8,004,356 o 4,537,762 5,627,544 418,169,665

14 2029 8,144,432 o 4,673,902 5,796,370 $18,614,704)

is 2030 8,286,959 Q 4,814,112 §,970,261 $19,071,340)

i6 2031 8,431,981 0 4,958,543 6,149,369 519,539,353

i7 2032 8,574,541 Q 5,107,288 6,333,850 $20,020,850)

is 2033 8,729,683 Q 5,260,518 6,523,866 $20,514,067|

ig 2034 8,882,452 Q 5,418,334 6,718,582 $21,020,368]

20 2035 9,037,895 Q 5,580,884 6,921,159 $21,539,548)

21 2036 9,196,058 o 5,748,310 7,128,804 $22,073,173

2 2037 9,356,989 [} 5,920,760 7,342,669 $22,620,417

23 2038 9,520,737 0 6,098,382 7,562,943 423,182,068

24 2039 9,687,349 0 4,281,334 7,739,337 $23,758,520

25 2040 9,856,878 0 6,469,774 8,023,532 424,350,184

26 2041 10,024,373 Q 4,663,867 8,264,238 424,957,479

27 2042 10,204,888 9 6,863,733 8,512,165 $25,580,836

28 2043 10,383,473 Q 7,069,697 8,767,330 $26,220,700)

29 2044 10,565,189 Q 7,281,787 9,030,556 $26,877,527|

30 2045 10,750,075 Q 7,500,241 9,301,473 $27,551,788)

$253,611,477
$85,648,524

$157,508,276
453,486,283

$152,683,901
438,786,101

$563,803,654
$177,921,904]

CCSE Wnternatianal:
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Incremental Taxes
Parking Taxes Possessory Interest Possessory {nterast TOTAL
Censtruction Evem Center Taxes - Taxes - Iincremental
Project Year Sales Taxes. {On Site) Event Center Garages Taxes
Canst, 2012 0 50 50
Const. 2013 1,079,100 188,025 $1,267,125
Const. 2014 2,158,200 376,050 42,534,250
Const, 2015 3,057,450 383,571 53,441,001
1 2015 819,000 775,352 3,597,000 39%,242 $5,582,594
2 2017 790,859 3,668,940 398,067 $4,858,886
E] 2018 806,676 3,742,319 07,049 44,956,043
4 2019 822,810 3,817,165 415,199 45,055,164
5 2020 839,266 3,893,508 423,493 45,156,268
[ 2021 856,051 3,971,379 431,963 55,259,343
7 2022 873,172 4,050,806 440,603 45,364,581
8 2023 890,635 4,131,822 448,415 85,471,872
9 2024 908,442 4,214,439 458,403 $5,581,310
10 2025 926,617 4,298,748 467,571 $5,692,936]
11 2026 945,149 4,384,723 476,922 $5,806,799]
iz 2027 964,052 4,472,417 486,451 $5,922,931
13 2028 983,334 4,561,866 496,194 $6,041,389]
14 2029 1,003,000 4,653,103 506,114 $6,162,217
15 2030 1,023,060 4,746,165 516,236 $6,285,461]
16 2031 1,043,521 4,841,088 526,561 $6,411,171]
17 2032 1,064,392 4,937,510 537,092 $6,539,394]
18 2033 1,085,680 5,036,663 547,834 $6,670,183
59 2034 1,107,353 5,137,402 558,791 $6,803,588
20 2035 1,129,541 5,240,150 568,966 $6,939,657
21 2035 1,152,132 5,344,953 581,366 47,078,450
22 2037 1,175,175 5,451,852 592,993 47,220,019
23 2038 1,198,678 5,560,389 604,853 47,364,420
24 2039 1,222,652 5,672,307 616,950 $7,511,708
25 2040 1,247,105 5,785,549 629,289 57,661,542
26 2041 1,272,047 5,901,260 641,875 $7,815,181
27 2042 1,297,488 6,019,285 654,712 $7,971,485
28 2043 1,323,437 6,139,671 667,806 48,130,915
29 2044 1,349,906 6,262,464 68],163 58,293,533
30 2043 1,376,904 6,387,713 694,736 $8,459,403
30 Year Terny
Nominal Total $819,000 $31,454,533 $152,218,131 $16,819,599 $201,311,263]
NPV @ 6.0% 4772,642 $13,276,603 453,959,318 $6,091,037 §71,173,920f
o G?/ZS/II e Pugeg i



























































































Attachment E
Proposed Plan of Finance
For New Hall

Prepared by the Public Resources
Advisory Group (PRAG)

and

KNN Public Finance



PROPOSED PLAN OF FINANCE FOR NEW HALL

The $234 million projected cost for New Hall and related improvements
would be financed through issuance of two types of bonds. The City, acting through
the Los Angeles Convention and Exhibition Center Authority, would issue
approximately $195.0 million in Lease Revenue Bonds. The Lease Revenue Bonds
would be repaid by the City using new General Fund revenues generated as a direct
result of the Event Center project as described below that otherwise would not have
been received. The City would also establish a Community Facilities District
covering the LA Live and Staples Arena properties to issue approximately $80.3
million in Special Tax Bonds. The Special Tax Bonds would be repaid through an
incremental property tax levied on the property owners or lessors of the parcels as
described below. The City would have no financial liability for repayment of the
Special Tax Bonds.

The proceeds from the two bond issues would be used to pay New Hall
construction costs, interest on the bonds during a portion of the construction period,
and the costs of issuing the bonds. 1t is preferred to issue both types of bonds on a
tax-exempt basis to the greatest extent possible.

Lease Revenue Special Tax
Bonds Bonds Total

| Par Amount $195,000,000 $80,300,000 $275,300,000
Uses:
New Hall Construction $160,400,000 $73,600,000 $234,000,000
Interest During Construction 33,000,000 6,000,000 39,000,000
Costs of Issuance 1,600,000 700,000 2,300,060
Total $195,000,000 $80,300,000 $275,300,000
Current Borrowing Cost 5.78% 6.41% 6.17%
Final Maturity 2046 2046 2046

This plan of finance refers solely to the public improvements related to New
Hall. The Event Center will be 100% privately financed by AEG. The City will have
no responsibilities or liabilities related to the financing of the Event Center.

Los Angeles Convention and Exhibition Center Authority
Lease Revenue Bonds

The Lease Revenue Bonds would be repaid through a portion of the revenues
received by the City directly generated by the Event Center project. The City would
appropriate these revenues to the payments on the New Hall. AEG will guarantee,
through a Gap Funding Agreement, that the new revenues identified below will be
sufficient to fully pay all required payments on the Lease Revenue Bonds. If the sum
of these specific revenues is insufficient in any year, AEG will be required to make a
payment to the City equal to any shortfall.




The revenues that would be used for this purpose are:

&

Ground Rent on Event Center site. AEG would receive a 55-year ground
lease from the City for its use of the Event Center site. The annual rentis
proposed to be $6.5 million starting in Fiscal Year 2016-17. The rent
would escalate annually at a rate of 1.75%. AEG would pay the annual
rent in full at the beginning of each year. The City will be undertaking an
appraisal of the Event Center site to confirm the fair rental value.

Possessory Interest Tax on Event Center and new Parking Structures.
AEG must pay property taxes on the privately owned structures on City
leased land, such as the Event Center and new parking structures.
Because the City will continue to own the land on which the Event Center
and new parking structures are constructed, the property tax payments
are referred to as Possessory Interest Taxes. Although the Possessory
Interest Taxes will be paid to LA County, the City’s share of property taxes
for these properties represents 32.7%of the basic 1% property tax.
Possessory Interest Taxes on the Event Center and new parking
structures are expected to total approximately $4.0 million in Fiscal Year
2016-17. The taxable value is assumed to increase at 2% per year.

City Parking Tax. Attendance at Event Center events is expected to
generate approximately $715,000 in City parking taxes in Fiscal Year
2016-17 from the parking lots located on site and owned either by AEG or
the City. This does not include parking taxes generated at other privately
owned lots in the area.

Sales Tax on Construction Materials. AEG will be required to designate
the City as the point of sale for construction materials. To the extent that
AEG can demonstrate that the City has actually been allocated
incremental sales tax receipts on materials purchased by AEG and its
contractors during construction, these revenues would be credited
towards the City's Lease Payments. It is estimated that the City will
receive approximately $5.5 million in sales tax receipts from the
construction expenditures and a portion of this will be used to make debt
service payments.

The Lease Revenue Bonds are proposed to be issued as additional bonds
under the existing lease agreement between the City and the Los Angeles
Convention and Exhibition Center Authority. The bonds would have a final maturity
of 2046, which is 30 years following the expected completion of the Event Center in
Fiscal Year 2015-16,

The City’s practice is to fund a debt service reserve fund to provide a source
of funding for debt service payments if there is a problem. The parties will attempt
to issue the Lease Revenue Bonds with the most cost-effective way of funding the




debt service reserve fund requirement. If bond proceeds or other financial
instrument are not used to fund the debt service reserve fund, AEG agreed to
provide a letter of credit to satisfy this requirement.

Debt service payments on the Lease Revenue Bonds will be structured so
that the revenues identified above are sufficient to make the annual payments. The
debt service is expected to increase by approximately 1.85% a year, reflecting the
estimated increase in the identified revenues. AEG will guarantee the sufficiency of
these revenues through the Gap Funding Agreement and will provide a letter of
credit in the amount of $5 million as long as the Lease Revenue Bonds are
outstanding as part of the guaranty. AEG will also pay the ground rent due on the
Event Center site at the start of each fiscal year. The ground rent payment is
expected to be approximately 50% of the annual debt service due each year. The
letter of credit would provide a source of funding if the parking tax receipts or
Possessory Interest Tax receipts to be received during the Fiscal Year were less than
the amount required to pay debt service.

The following table provides a projection of the specific revenues that would
be used by the City to pay the debt service due on the lease revenue bonds.




MEW GENERAL FUND REVENUES
TO BE APPROPRIATED TO PAY DEBT SERVICE ON LEASE REVENUE BONDS

Event Projected | Projecied
Event CenterPo | Parking Event Building Serjes Series
Fiscal Centerfir 55, Poss. | CenterPa | Material | ARevenu ADebt  «Gap>fEx
Year oundRent Int.Tax Int.Tex | rkingTax | Sales Tax a5 Service cess

2012-13 - | capitalized

2013-14 1,044,458 | 188,843 - 1,233,301 | capitalized

2014-15 2,422,586 | 377,685 - 2,500,271 | capitalized

2015-16 3,045,892 | 385,235 3,885,299 | 7,316,430 | 11,017,171 | 32,831
2016-17 6,500,000 | 3,597,000 | 392,943 715,500 - 111,205,443 | 11,202,171 3,272
2017-18 6,613,750 | 3,668,940 | 400,802 729,810 - 111,413,302 | 11,407,435 5,867
2018-19 6,729,491 | 3,742,319 | 408,818 | 744,406 - (11,625,034 1 11,620,743 4,291
2019-20 6,847,257 1 3,817,165 416,995 759,294 - 111,840,711 | 11,835,159 5,552
2020-2% 6,967,084 | 3,893,508 | 425,335 774,430 - 112,060,407 | 12,058,781 1,626
2021-22 7,085,008 | 3,571,379 | 433,841| 789,970 - 112,284,197 | 12,275,714 4,483
2022-23 7,213,065 | 4,050,806 | 442,518| 805,769 - (12,512,159 | 12,507,514 4,645
2023-24 7,339,294 | 4,131,822 | 451,369 821,885 - 112,744,369 | 12,740,138 4,231
2024-25 7,467,732 | 4,214,459 1 460,396 838,322 - 112,980,909 | 12,975,534 5,375
2025-26 7,598,417 | 4,298,748 | 469,604 855,089 - (13,221,857 | 13,216,759 5,098
2026-27 7,731,389 | 4,384,723 | 478,996 872,191 - 113,467,299 | 13,461,607 5,692
2027-28 7,866,688 | 4,472,417 | 488,576 889,634 - 113,717,316 | 13,712,540 4,776
2028-29 8,004,356 | 4,561,866 | 498,347 | 507,427 - 113,971,996 | 13,966,280 5,716
2029-30 8,144,432 | 4,653,103 | 508,314 925,576 - 114,231,425 | 14,228,496 2,929
2030-31 8,286,959 | 4,746,165 | 518,481 944,087 - (14,495,692 14,491,053 4,639
2031-32 8,431,081 | 4,841,088 ; 528,850 962,969 - 114,764,889 | 14,759,713 5,176
2032-33 8,579,541 | 4,937,910 | 539,427 982,228 - 115,039,106 | 15,037,233 1,873
2033-34 8,729,683 | 5,036,668 | 550,216 1,001,873 - 115,318,440 [ 15,316,060 2,380
2034-35 8,882,452 | 5,137,402 | 561,220 1,021,910 - 115,602,984 | 15,598,231 4,753
2035-36 9,037,895 | 5,240,150 | 572,444 | 1,042,348 - (15,852,838 | 15,891,714 1,124
2036-37 9,196,058 | 5,344,053 | 583,893 | 1,063,195 - 116,188,100 | 16,181,669 6,431
2037-38 9,356,989 | 5,451,852 | 595,571 1,084,459 - 116,488,872 | 16,482,596 6,276
2038-39 9,520,737 | 5,560,889 | 607,483 | 1,106,148 - |16,795,257 | 16,792,535 2,722
2039-40 9,687,349 | 5,672,107 | 619,632 1,128,271 - |17,107,360 1 17,102,337 5,023
2040-41 9,856,878 1 5,785,549 { 632,025 1,150,837 - {17,425,289 | 17,419,085 6,204
2041-42 110,029,373 | 5,901,260 1 644,665: 1,173,854 - 117,749,152 | 17,744,283 4,869
2042-43 110,204,888 | 6,019,285 | 657,559 1,197,331 - |18,079,062 | 18,074,140 4,922
2043-44 (10,383,473 | 6,139,671 | 670,710 1,221,277 - 118,415,131 | 18,409,867 5,264




2044-45 | 10,565,184 | 6,262,464 | 684,124 1,245,703 - (18,757,475 ; 18,752,383 5,092

2045-46 | 10,750,075 | 6,387,713 | 697,807 | 1,270,617 - 119,106,211 § 15,102,315 3,896

Community Facilities District
Special Tax Bonds

The Mello-Roos Community Facilities Act was enacted in 1982 and provides
a method for local governments to fund public infrastructure and certain services.
The Act provides that cities may form “community facilities districts” (CFDs), special
financing entities through which a local government can levy special taxes and issue
bonds authorized by two-thirds vote of the qualified voters of such a district. If
there are less than 12 registered voters in a proposed district, then the property
owners vote. Mello-Roos bond proceeds can be used to finance the construction,
expansion, rehabilitation or acquisition of any real or other tangible property with
an estimated useful life of five years or more, which will be constructed, owned or
operated by a public entity. Mello-Roos bonds are payable solely from special taxes
levied on property within the CFD. The City is not obligated to pay the Mello-Roos
bonds from any funds of the City.

The New Hall and related improvements to be undertaken by AEG on behalf
of the City constitute the type of project that is eligible using Mello-Roos bonds. AEG,
as representative of the owners of LA Live and the Staples Arena, will request that
the City establish a Communities Facility District to be comprised of certain LA Live
Parcels and the Staples Arena. The special tax payments are expected to start in
Fiscal Year 2014-15 in the amount of $3.0 million and rise to approximately $15.8
million in Fiscal Year 2045-46. A major increase in the special tax will occur in
Fiscal Year 2024-25, when the current admissions fee on the Staples Center expires.
To enhance the market reception of the special tax bonds, AEG may need to enacta
contingent special tax on the Event Center.

The following table provides a projection of the special tax payments and the
debt service on the special tax bonds that will be the responsibility of AEG and
related entities.

Potential Revisions to Plan of Finance

The plan of finance for New Hall described above is based on financial
market conditions and other reasonable assumptions as of July 2011. The parties
agree that the final plan of finance may require revisions based on financial market
conditions at the time the New Hall is ready to be financed, which is currently
anticipated in the Spring of 2012, Such revisions could entail the dedication of
additional direct project revenues to repayment of the Lease Revenue Bonds, higher
special tax payments for the Special Tax Bonds, the issuance of a portion of the
financing on a taxable basis, issuance of bonds to fund a debt service reserve fund
and other changes. Any changes will be subject to the approval of the City Council
prior to the issuance of any bonds for New Hall.




TAX PAYMENTS ON SPECIAL TAX BONDS

LA Live Staples Staples Projecied | ProjectedSerie

Fiscal Special Add’| Special Special Series B 5B <Gap>/Exce

Year Tax Tax Tax Revenues Debt Service 55
2012-13 capitalized
2013-14 capitalized
2014-15 3,000,000 - - 3,000,000 2,996,633 3,367
2015-16 3,090,000 - - 3,080,000 3,086,633 3,367
2016-17 3,182,700 - - 3,182,700 3,178,951 3,749
2017-18 3,278,181 - - 3,278,181 3,277,772 409
2018-19 3,376,526 - - 3,376,526 3,372,303 4,223
2019-20 3,477,822 - - 3,477,822 3,476,858 924
2020-21 3,582,157 - - 3,582,157 3,580,217 1,940
2021-22 3,689,622 - - 3,689,622 3,686,673 2,949
2022-23 3,800,310 - - 3,800,310 3,795,790 4,520
2023-24 3,914,320 - - 3,914,320 3,911,814 2,506
2024-25 4,031,749 1,000,000 3,930,000 8,961,749 8,958,030 3,719
2025-26 4,152,702 1,000,000 4,047,900 9,200,602 9,157,906 2,696
2026-27 4,277,283 1,000,000 4,169,337 9,446,620 9,442,990 3,630
2027-28 4,405,601 1,000,000 4,294,417 9,700,018 9,699,015 1,003
2028-29 4,537,769 1,000,000 4,423,250 9,961,019 9,956,536 4,483
2029-30 4,673,902 1,000,000 4,555,947 10,229,849 10,226,808 3,041
2030-31 4,814,119 1,000,000 4,692,626 10,506,745 10,505,100 1,645
2031-32 4,958,543 1,000,600 4,833,404 10,791,947 10,790,000 1,947
2032-33 5,107,292 1,000,000 4,978,406 11,085,706 11,085,000 706
2033-34 5,260,518 1,000,000 5,127,759 11,388,277 11,385,000 3,277
2034-35 5,418,334 1,000,000 5,281,591 11,699,525 11,695,000 4,925
2035-36 5,580,884 1,000,000 5,444,039 12,020,923 12,020,000 923
2036-37 5,748,310 1,000,000 5,603,240 12,351,551 12,350,000 1,551
2037-38 5,920,760 1,000,000 5,771,337 12,692,097 12,690,000 2,097
2038-39 6,098,382 1,000,000 5,944,478 13,042,860 13,040,000 2,860
2039-40 6,281,334 1,000,000 6,122,812 13,404,146 13,400,000 4,146
2040-41 6,469,774 1,000,000 6,306,496 13,776,270 13,775,000 1,270
2041-42 6,663,867 1,000,000 6,495,691 14,159,558 14,155,000 4,558
2042-43 6,863,783 1,000,000 6,690,562 14,554,345 14,550,000 4,345
2043-44 7,069,687 1,000,000 6,891,279 14,960,975 14,360,000 975
2044-45 7,281,787 1,000,000 7,098,017 15,379,805 15,375,000 4,805




r 2045-46 { 7,500,241 1,060,000 7,310,958 15,811,199 15,810,000 1,199
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City Negotiation Principles for Event Center Project

Principle

Ouicome

1. The City's existing General Fund base will be
fully protected.

1a. The City’s existing and future General Fund
base will be fully protected.

— 73% of the funding for New Hall bonds would
come from private sources;

— 23% of the funding for New Hall bonds would
come from net new City revenues

- Guarantees would provide funding to cover any
shortfall in funding

— Identified revenues and the guarantee fully
cover required bond payments for the entire term
of the bonds

2. There shall be no public money for the NFL
Event Center.

2a. There shall be no public money for the NFL
Event Center, or the downtown event center, and
public money and will not be used to subsidize or
incent the stadium and event center, or otherwise
make infrastructure improvements that the City
would not ordinarily make.

Mo existing public funding is provided to the
event cenfer.

3. There must be substantial private funding o

support any bonds issued to construct Pico
Hall.

73% of funding for New Hall would be provided
from private sources, including a fair market
lease payment for use of the property and a
special tax supported by Project area signage

4. Any tax revenues used to support bonds issued
to construct Pico Hall shall be from
demonstrated net new tax revenues generated by
the development and shall not come

from existing General Fund revenues.

23% of the bonds would be financed by net new
revenues generated by the Project, including
possessory interest tax which is currently not
collected on the site and parking tax for new
events created by the Event Center

5. The amount of demonstrated net new tax
revenues to the City used to support bonds
issued to construct Pico Hall shall be no more
than 50% of the net new General Fund tax
revenues accruing to the City from the
development.

Approximately 49% of net new revenues
generated by the Project would be allocated to
fund the New Hall bonds




Principle

Outcome

6. AEG shall fully guarantee, in a form
satisfactory to the City, the debt service on the
bonds used to construct the Mew Hall in the event
that the revenues generated through numbers

3 and 5 above are insulficient to fully support the
bonds.

6a. AEG shall fully guarantee, in a form of a
guarantee or letter of credit, or otherwise that the
developer will satisfy its obligations to fund any
shortfall to the extent that the revenues generated
through numbers 3 and 5 above are insufficient to
fully support the bonds.

The guarantee structure provides security for the
various phases of the Project to cover any
revenue shortfail and ensure complete funding
coverage for all bonds.

The guarantee includes several elements,
including a Letter of Credit, a special tax, a
completion guarantee, assignment of all
agreements related to Event Center operations;
ana property improvements.

7. The City shall retain fee ownership of the
property on which the NFL stadium will be
built. The property will be ground leased for a
period not to exceed 55 years and the City
shall receive fair compensation for the value of
the ground lease.

The City retains fee ownership of the property,
the least would not exceed 55 years, and the
ground lease payment will be a fair market value
payment with an annual escalation.

8. AEG will work coaperatively with LACC and
LA INC with regard to Convention Center
bookings to mitigate, to the fullest extent
possible, any disruption of service at the LACC.
The New Hall will be substantially completed
prior to the demolition of the West Hall.

The West Hall shall not be taken out of service
prior to the opening of the New Hall

without the City's prior consent and such consent
will be given only if scheduled events

can be otherwise accommodated.

LACC, LA Inc., and AEG would create a Macro-
Booking Committee to ensure long-term
coordination of events and programs throughout
the campus, including the Convention Center,
Staples, Farmers Field, and LA Live.

Timing of the closure of West Hall would be
upon completion of the New Hall or as approved
by the City.

9. AEG shall complete an Environmental Impact
Report (EIR) which shall fully analyze the
impacts of the proposed development.

AEG shall complete an Environmental Impact
Report (EIR) which shall fully analyze the
impacts of the proposed development, and AEG
shall not seek or receive legislative protection
from litigation regarding the adequacy of the EIR.

ALG shall complete EIR that fully analyzes the
impacts of the proposed Project.

10. AEG will implement a public benefits
program.

AEG has agreed to develop and implement a
public benefits package




Principle

Ouicome

11. AEG will provide assurances to the
satisfaction of the City that teams that are
contracted to play in the NFL stadium are
comimitted to the stadium for a period sufficient
to ensure that the City's investment in Pico Hall is
protected.

AEG has agreed that no documents will be
executed to implement this Project until an NFL
team lease has been executed.

12. The NFL stadium must include a roof and be
designed in such a fashion as to provide

viable additional event and exhibit space for the
LACC, so that the total available event

space at the LACC shall exceed one million
square feet. AEG and the City will negotiate

the terms though which the City shall have access
to the stadium for event and exhibit

space.

The proposed Event Center shall have a roof. The
Macro-Booking Committee shall coordinate City
use of the Event Center for convention events.
The Event Center pricing policy for convention
events will be consistent with City policy.

New Principle: Due to the City’s ownership of
the property on which the stadium is built, the
City should receive a fair portion of the naming
rights.

Independent analysis indicates that such an action
would render the Project not financially feasible.

The extremely low IRR of 6.7% earned by AEG
indicates that it is not possible to allocate any
additional Event Center revenue to the City.




