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The Brooklyn Arena Local Development Corporation (the “Issuer”) is offering $510,999,996.50 of its PILOT Revenue Bonds, Series 2009 (Barclays Center Project) (the
“Series 2009 PILOT Bonds”), certain proceeds of which Series 2009 PILOT Bonds, together with certain other moneys, will be used to pay the costs of the Arena Project. The
Series 2009 PILOT Bonds are being issued for the purposes of: (i) providing a portion of the costs of acquisition and construction of the Arena Project; (ii) funding the
Series 2009 PILOT Bonds Debt Service Reserve Subaccount in the amount of the Senior PILOT Bonds Debt Service Reserve Account Requirement for the Series 2009
PILOT Bonds; (iii) funding the Series 2009 PILOT Bonds Strike and Liquidity Reserve Subaccount in a portion of the amount of the Senior PILOT Bonds Strike and Liquidity
Reserve Account Requirement for the Series 2009 PILOT Bonds; (iv) paying capitalized interest on the Series 2009 PILOT Bonds from the Arena Project Effective Date (as
such term is defined in the Commencement Agreement) through May 15, 2012; and (v) reimbursing certain Costs of Issuance. See “PLAN OF FINANCE.”

The “Arena Project” is comprised of the design, development, acquisition, construction and equipping of an arena (the “Arena”) and certain other improvements related
to the Arena (the “Arena Infrastructure”) in the Atlantic Terminal area of Brooklyn, New York, to be used as the home venue of the professional basketball team currently
known as the New Jersey Nets (the “Nets”) and as a venue for other entertainment, cultural, sporting and civic events. See “THE ARENA PROJECT.”

Funds to pay a portion of the costs of acquisition and construction of the Arena Project have been and will be provided by ArenaCo and/or will be derived from one or
more other related sources. Funds to pay a portion of the costs of the Arena Project have been and will be provided by The City of New York (the “City”), acting through
the New York City Economic Development Corporation (“NYCEDC”). Funds to pay a portion of certain costs relating to items of Atlantic Yards Project infrastructure,
including a portion of the Related Infrastructure (but not costs of the Arena Project), have been and will be provided by The State of New York (the “State”), acting through
the New York State Urban Development Corporation d/b/a Empire State Development Corporation (“ESDC”). See “PLAN OF FINANCE.”

The Series 2009 PILOT Bonds are special limited obligations of the Issuer, the principal or Accreted Value, as applicable, of and premium, if any, and interest, as
applicable, on which are payable solely out of and secured by (i) revenues of the Issuer derived and to be derived from certain payments in lieu of ad valorem real estate
taxes (“PILOTs”) to be made under a Payment-in-Lieu-of-Tax Agreement (Arena) (the “PILOTAgreement”), among the Issuer, Brooklyn Events Center, LLC, a Delaware
limited liability company (“ArenaCo”), the City and ESDC; (ii) all right, title and interest of The Bank of New York Mellon (the “PILOT Bond Trustee”) in certain funds and
accounts held by The Bank of New York Mellon (the “PILOT Trustee”) under the PILOTAssignment and Escrow Agreement (Arena) (the “PILOTAssignment”), among
ESDC, the Issuer, the PILOT Bond Trustee, the PILOT Trustee and the City; and (iii) all right, title and interest of the PILOT Bond Trustee in certain funds and accounts
held by the PILOT Bond Trustee under the Master PILOT Indenture of Trust, dated as of December 1, 2009 (the “Master PILOT Indenture”), by and between the Issuer
and the PILOT Bond Trustee, and the First Supplemental PILOT Indenture of Trust, by and between the Issuer and the PILOT Bond Trustee, dated as of December 1,
2009 (the “First Supplemental PILOT Indenture” and, together with the Master PILOT Indenture, the “PILOT Bonds Indenture”). ArenaCo is a newly-formed and wholly-
owned subsidiary of Brooklyn Arena Holding Company, LLC, a Delaware limited liability company (“Arena HoldCo”), which in turn is a newly-formed and wholly-owned
subsidiary of Brooklyn Arena, LLC, a Delaware limited liability company (the “Arena Developer”). See “SECURITY AND SOURCES OF PAYMENT FOR THE
SERIES 2009 PILOT BONDS.”

The Series 2009 PILOT Bonds will be issuable as current interest bonds (the “Series 2009 Current Interest PILOT Bonds”) and as capital appreciation bonds (the
“Series 2009 Capital Appreciation PILOT Bonds”). Interest on the Series 2009 Current Interest PILOT Bonds is payable on each January 15 and July 15, commencing
July 15, 2010. The inside cover page of this Official Statement contains information concerning the maturity dates, interest rates, prices or yields and CUSIPs for the
Series 2009 PILOT Bonds.

The Series 2009 PILOT Bonds will be subject to redemption prior to maturity, including, under certain circumstances, extraordinary mandatory redemption, all as more
fully described herein. See “INTRODUCTION—Commencement Agreement” and “THE SERIES 2009 PILOT BONDS—Redemption.”

The Series 2009 PILOT Bonds will be issued in authorized denominations of $5,000 or any integral multiple thereof. The Series 2009 PILOT Bonds will be held initially in
book-entry only form, registered in the name of Cede & Co., as registered owner and nominee of The Depository Trust Company, New York, New York (“DTC”), which will
act as securities depository for the Series 2009 PILOT Bonds. Individual purchases of beneficial interests in the Series 2009 PILOT Bonds will be made in book-entry
form under DTC’s book-entry only system. Purchasers of beneficial interests in the Series 2009 PILOT Bonds will not receive certificates representing their interests in
the Series 2009 PILOT Bonds. So long as Cede & Co. is the registered owner of the Series 2009 PILOT Bonds, payments of principal of and premium, if any, and interest
on the Series 2009 PILOT Bonds will be paid through the facilities of DTC. Disbursement of such payments to DTC participants is the responsibility of DTC, and
disbursement of such payments to the purchasers of beneficial interests in the Series 2009 PILOT Bonds is the responsibility of DTC participants and indirect
participants, as more fully described herein. See “THE SERIES 2009 PILOT BONDS—General” and “APPENDIX A—BOOK-ENTRY ONLY SYSTEM.”

THE SERIES 2009 PILOT BONDS ARE SPECIAL LIMITED OBLIGATIONS OF THE ISSUER PAYABLE SOLELY FROM AND SECURED BY PILOT REVENUES
DERIVED FROM PILOTS MADE BY ARENACO PURSUANT TO THE PILOT AGREEMENT, THE INTEREST OF THE PILOT BOND TRUSTEE IN THE DEBT
SERVICE AND REIMBURSEMENT FUND HELD BY THE PILOT TRUSTEE UNDER THE PILOTASSIGNMENTAND CERTAIN FUNDS AND ACCOUNTS HELD BY
THE PILOT BOND TRUSTEE UNDER THE PILOT BONDS INDENTURE. NONE OF THE STATE, THE CITYAND ESDC IS OR SHALL BE OBLIGATED TO PAY THE
PRINCIPAL OF AND PREMIUM, IF ANY, OR INTEREST ON THE SERIES 2009 PILOT BONDS, AND NEITHER THE FAITH AND CREDIT NOR THE TAXING
POWER OF THE STATE OR THE CITY IS PLEDGED TO SUCH PAYMENT. THE ISSUER HAS NO TAXING POWER.
THE SERIES 2009 PILOT BONDS DO NOT CONSTITUTE AN OBLIGATION OF ARENACO, THE ARENA DEVELOPER, NEW JERSEY BASKETBALL, OR ANY
OF THEIR RESPECTIVE AFFILIATES. THE SERIES 2009 PILOT BONDS ARE NOT SECURED BYANY INTEREST IN ANY PORTION OF THE ATLANTIC YARDS
PROJECT (INCLUDING THE ARENA PROJECT) NOR ANY PROPERTY OF OR INTEREST IN ARENACO, THE ARENA DEVELOPER, NEW JERSEY
BASKETBALL, OR ANY OF THEIR RESPECTIVE AFFILIATES.
An investment in the Series 2009 PILOT Bonds involves certain risks as described herein. See the information provided under the headings “RISK
FACTORS AND INVESTMENT CONSIDERATIONS” in this Official Statement.
The Series 2009 PILOT Bonds are offered by the underwriters set forth below (collectively, the “Underwriters”), subject to prior sale, when, as and if delivered to and
accepted by the Underwriters, subject to the approval of the proceedings authorizing the Series 2009 PILOT Bonds, and certain other matters, by Mintz, Levin, Cohn,
Ferris, Glovsky and Popeo P.C., Bond Counsel. Certain legal matters will be passed upon for ArenaCo, the Arena Developer and New Jersey Basketball by Fried, Frank,
Harris, Shriver & Jacobson LLP, Edwards Angell Palmer & Dodge LLP, Richards, Layton & Finger, P.A., and Kelley Drye & Warren LLP; for the Issuer and ESDC by
ESDC’s General Counsel; and for the Underwriters by Nixon Peabody LLP. It is expected that the Series 2009 PILOT Bonds will be available for delivery through the
services of DTC on or about December 23, 2009.
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$510,999,996.50 
Brooklyn Arena Local Development Corporation 
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$482,085,000.00 CURRENT INTEREST BONDS 
Maturity Date 

(July 15) Principal Amount Interest Rate Price or Yield CUSIPs(†) 
2014 $700,000.00 5.750% 4.210% 113807AA9 
2015 1,575,000.00 5.750 4.600 113807AB7 
2016 2,445,000.00 5.750 4.920 113807AC5 
2017 3,325,000.00 5.750 5.170 113807AD3 
2018 4,200,000.00 5.750 5.390 113807AE1 
2019 5,070,000.00 5.750 5.560 113807AF8 
2020 6,055,000.00 5.750 5.680 (††) 113807AG6 

     
 

$110,090,000.00  6.000% per annum Term Bonds Due July 15, 2030 — Yield 6.100%; CUSIP:   113807AH4 

$25,250,000.00  6.500% per annum Term Bonds Due July 15, 2030 — Yield 5.875% (††); CUSIP: 113807AT8 

$187,585,000.00  6.250% per annum Term Bonds Due July 15, 2040 — Yield 6.350%; CUSIP: 113807AJ0  

$135,790,000.00  6.375% per annum Term Bonds Due July 15, 2043 — priced at 98.625 to yield approximately 
6.476%; CUSIP:  113807AS0 

 
$28,914,996.50 CAPITAL APPRECIATION BONDS 

Maturity 
Date 

(July 15) 

Initial 
Principal 
Amount 

Accreted 
Value at 
Maturity 

Date 

Initial 
Amount 

per $5,000 
Accreted 
Value at 
Maturity 

 
 
 

Yield to 
Maturity 

Date 

 
 
 
 
 

CUSIPs 

2031 $5,063,720.10 $23,515,000.00 $1,076.70 7.250% 113807AK7 
2032 4,850,146.50 24,450,000.00 991.85 7.300 113807AL5 
2033 4,630,380.75 25,365,000.00 912.75 7.350 113807AM3 
2034 4,421,744.80 26,345,000.00 839.20 7.400 113807AU5 
2035 1,922,499.90 12,470,000.00 770.85 7.450 113807AV3 
**** **** **** **** **** **** 
2044 2,379,600.30 35,805,000.00 332.30 8.000 113807AN1 
2045 2,118,181.50 34,470,000.00 307.25 8.000 113807AP6 
2046 1,875,866.20 33,020,000.00 284.05 8.000 113807AQ4 
2047 1,652,856.45 31,465,000.00 262.65 8.000 113807AR2 

      
 

________________________________ 

(†)  CUSIP® is a registered trademark of the American Bankers Association.  CUSIP data herein are provided by Standard & 
Poor’s CUSIP Service Bureau, a division of The McGraw-Hill Companies, Inc.  CUSIP numbers have been assigned by an 
independent company not affiliated with the Issuer and are included solely for the convenience of the holders of the Series 2009 
PILOT Bonds.  The Issuer is not responsible for the selection or uses of these CUSIP numbers, nor is any representation made as 
to their correctness on the Series 2009 PILOT Bonds or as indicated above.  

(††)  Priced to call on January 15, 2020. 
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NO DEALER, BROKER, SALESMAN OR OTHER PERSON HAS BEEN AUTHORIZED BY THE 
ISSUER, ARENACO OR THE UNDERWRITERS TO GIVE ANY INFORMATION OR TO MAKE 
ANY REPRESENTATIONS, OTHER THAN THOSE CONTAINED IN THIS OFFICIAL 
STATEMENT, AND, IF GIVEN OR MADE, SUCH OTHER INFORMATION OR 
REPRESENTATIONS MUST NOT BE RELIED UPON AS HAVING BEEN AUTHORIZED BY THE 
ISSUER, ARENACO, ARENACO�S AFFILIATES OR THE UNDERWRITERS.  THIS OFFICIAL 
STATEMENT DOES NOT CONSTITUTE AN OFFER TO SELL OR THE SOLICITATION OF AN 
OFFER TO BUY, NOR SHALL THERE BE ANY SALE OF THE SERIES 2009 PILOT BONDS BY 
ANY PERSON IN ANY JURISDICTION IN WHICH IT IS UNLAWFUL FOR SUCH PERSON TO 
MAKE SUCH OFFER, SOLICITATION OR SALE.  THE INFORMATION SET FORTH HEREIN 
CONCERNING DTC HAS BEEN FURNISHED BY DTC, AND NO REPRESENTATION IS MADE 
BY THE ISSUER, ARENACO, ARENACO�S AFFILIATES OR THE UNDERWRITERS AS TO THE 
COMPLETENESS OR ACCURACY OF SUCH INFORMATION.  THE ISSUER HAS ONLY 
PROVIDED THE INFORMATION SET FORTH IN THIS OFFICIAL STATEMENT UNDER THE 
HEADINGS �THE ISSUER�, �PROJECT PARTICIPANTS�THE ISSUER� AND �LITIGATION� 
(INSOFAR AS SUCH INFORMATION RELATES TO THE ISSUER).  ALL OTHER INFORMATION 
SET FORTH HEREIN HAS BEEN OBTAINED FROM ARENACO, ARENACO�S AFFILIATES AND 
OTHER SOURCES WHICH ARE BELIEVED TO BE RELIABLE BUT IS NOT GUARANTEED AS 
TO ACCURACY OR COMPLETENESS BY, AND IS NOT TO BE CONSTRUED AS A 
REPRESENTATION BY, THE UNDERWRITERS.   

___________________________ 

THIS OFFICIAL STATEMENT IS INTENDED TO REFLECT FACTS AND 
CIRCUMSTANCES ON THE DATE OF THIS OFFICIAL STATEMENT OR ON SUCH OTHER 
DATE OR AT SUCH OTHER TIME AS IDENTIFIED HEREIN.  NO ASSURANCE CAN BE GIVEN 
THAT SUCH INFORMATION WILL NOT BE INCOMPLETE OR MISLEADING AT A LATER 
DATE.  CONSEQUENTLY, RELIANCE ON THIS OFFICIAL STATEMENT AT TIMES 
SUBSEQUENT TO THE ISSUANCE OF THE SERIES 2009 PILOT BONDS DESCRIBED HEREIN 
SHOULD NOT BE MADE ON THE ASSUMPTION THAT ANY SUCH FACTS OR 
CIRCUMSTANCES ARE UNCHANGED. 

___________________________ 

THE UNDERWRITERS HAVE PROVIDED THE FOLLOWING SENTENCE FOR 
INCLUSION IN THIS OFFICIAL STATEMENT:  THE UNDERWRITERS REVIEWED THE 
INFORMATION IN THIS OFFICIAL STATEMENT IN ACCORDANCE WITH, AND AS PART OF, 
THEIR RESPECTIVE RESPONSIBILITIES TO INVESTORS UNDER THE FEDERAL SECURITIES 
LAWS AS APPLIED TO THE FACTS AND CIRCUMSTANCES OF THIS TRANSACTION, BUT 
THE UNDERWRITERS DO NOT GUARANTEE THE ACCURACY OR COMPLETENESS OF SUCH 
INFORMATION. 

___________________________ 

IN CONNECTION WITH THIS OFFERING, THE UNDERWRITERS MAY OVERALLOT 
OR EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET PRICE OF THE 
SERIES 2009 PILOT BONDS OFFERED HEREBY AT A LEVEL ABOVE THAT WHICH MIGHT 
OTHERWISE PREVAIL IN THE OPEN MARKET, AND SUCH STABILIZING, IF COMMENCED, 
MAY BE DISCONTINUED AT ANY TIME.  THE UNDERWRITERS MAY OFFER AND SELL THE 
SERIES 2009 PILOT BONDS TO CERTAIN DEALERS AND OTHERS AT PRICES OR YIELDS 
LOWER THAN THE PUBLIC OFFERING PRICES OR YIELDS STATED ON THE INSIDE COVER 
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PAGE OF THIS OFFICIAL STATEMENT, AND SUCH PUBLIC OFFERING PRICES OR YIELDS 
MAY BE CHANGED FROM TIME TO TIME BY THE UNDERWRITERS. 

___________________________ 

THE REGISTRATION, QUALIFICATION OR EXEMPTION OF THE SERIES 2009 PILOT 
BONDS IN ACCORDANCE WITH THE APPLICABLE SECURITIES LAW PROVISIONS OF THE 
JURISDICTIONS IN WHICH THESE SECURITIES HAVE BEEN REGISTERED, QUALIFIED OR 
EXEMPTED DOES NOT MEAN THAT EITHER THESE JURISDICTIONS OR ANY OF THEIR 
AGENCIES HAVE PASSED IN ANY WAY UPON THE MERITS OR QUALIFICATIONS OF, OR 
RECOMMENDED, THE SERIES 2009 PILOT BONDS OR THEIR OFFER OR SALE.  NEITHER 
THESE JURISDICTIONS NOR ANY OF THEIR AGENCIES HAVE GUARANTEED OR PASSED 
UPON THE SAFETY OF THE SERIES 2009 PILOT BONDS AS AN INVESTMENT, UPON THE 
PROBABILITY OF ANY EARNINGS THEREON OR UPON THE ACCURACY OR ADEQUACY OF 
THIS OFFICIAL STATEMENT. 

___________________________ 

THE SERIES 2009 PILOT BONDS HAVE NOT BEEN REGISTERED WITH THE 
SECURITIES AND EXCHANGE COMMISSION UNDER THE SECURITIES ACT OF 1933, AS 
AMENDED, NOR HAS THE PILOT BONDS INDENTURE BEEN QUALIFIED UNDER THE TRUST 
INDENTURE ACT OF 1939, AS AMENDED.  IN MAKING AN INVESTMENT DECISION, 
INVESTORS MUST RELY UPON THEIR OWN EXAMINATIONS OF THE ISSUER, ARENACO 
AND THE TERMS OF THE OFFERING, INCLUDING THE MERITS AND RISKS INVOLVED. 

___________________________ 

THE STATEMENTS CONTAINED IN THIS OFFICIAL STATEMENT THAT ARE NOT 
PURELY HISTORICAL ARE FORWARD-LOOKING STATEMENTS, INCLUDING STATEMENTS 
REGARDING ARENACO�S EXPECTATIONS, HOPES, INTENTIONS OR STRATEGIES 
REGARDING THE FUTURE.  ALL FORWARD-LOOKING STATEMENTS INCLUDED IN THIS 
OFFICIAL STATEMENT ARE BASED ON INFORMATION AVAILABLE TO ARENACO ON THE 
DATE HEREOF, AND NEITHER THE ISSUER NOR ARENACO ASSUMES ANY OBLIGATION 
TO UPDATE ANY SUCH FORWARD-LOOKING STATEMENTS.  SEE �RISK FACTORS AND 
INVESTMENT CONSIDERATIONS.� 

___________________________ 

NONE OF THE NATIONAL BASKETBALL ASSOCIATION, ANY OF ITS AFFILIATES OR 
MEMBERS (OTHER THAN NEW JERSEY BASKETBALL), AND ANY OF THEIR RESPECTIVE 
OWNERS, OFFICERS, EMPLOYEES OR REPRESENTATIVES HAS PASSED UPON OR IS 
RESPONSIBLE FOR THE ACCURACY OR COMPLETENESS OF THIS OFFICIAL STATEMENT 
OR ANY STATEMENT CONTAINED HEREIN.  SEE �RISK FACTORS AND INVESTMENT 
CONSIDERATIONS.� 

___________________________ 
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DATA RELATED TO PROJECTED RESULTS OF ARENACO 

THE FINANCIAL AND OPERATING PROJECTIONS CONTAINED IN THIS OFFICIAL 
STATEMENT REPRESENT ARENACO�S BEST ESTIMATES AS OF DECEMBER 16, 2009.  
NEITHER THE ISSUER�S NOR ARENACO�S INDEPENDENT PUBLIC ACCOUNTANTS NOR 
ANY OTHER THIRD PARTY, EXCEPT CONVENTIONS, SPORTS & LEISURE INTERNATIONAL, 
INC. (�CSL INTERNATIONAL�), HAS EXAMINED, REVIEWED OR COMPILED THE 
PROJECTIONS AND, ACCORDINGLY, NONE OF THE FOREGOING EXPRESSES AN OPINION 
OR OTHER FORM OF ASSURANCE WITH RESPECT THERETO.  CSL INTERNATIONAL HAS 
CONDUCTED A FINANCIAL FEASIBILITY ANALYSIS WITH RESPECT TO ARENA 
OPERATIONS (THE �CSL FINANCIAL FEASIBILITY STUDY�), AND A COPY OF SUCH CSL 
FINANCIAL FEASIBILITY STUDY IS ATTACHED TO THIS OFFICIAL STATEMENT AS 
APPENDIX W; REFERENCE IS MADE THERETO FOR THE OPINIONS EXPRESSED THEREIN.  
CSL INTERNATIONAL HAS ALSO CONDUCTED A MARKET STUDY (THE �CSL MARKET 
STUDY�), AND A COPY OF SUCH CSL MARKET STUDY IS ATTACHED TO THIS OFFICIAL 
STATEMENT AS APPENDIX X.  THE ASSUMPTIONS UPON WHICH ARENACO�S 
PROJECTIONS ARE BASED ARE DESCRIBED IN MORE DETAIL HEREIN.  SOME OF THESE 
ASSUMPTIONS INEVITABLY WILL NOT MATERIALIZE, AND UNANTICIPATED EVENTS 
MAY OCCUR THAT COULD AFFECT ARENACO�S RESULTS.  THEREFORE, ARENACO�S 
ACTUAL RESULTS ACHIEVED DURING THE PERIODS COVERED BY THE PROJECTIONS 
WILL VARY FROM THE PROJECTED RESULTS, AND THESE VARIATIONS COULD 
MATERIALLY AFFECT ARENACO�S ABILITY TO MAKE THE PAYMENTS IN LIEU OF REAL 
ESTATE TAXES WHICH ARE THE ANTICIPATED SOURCE OF REVENUES FOR THE 
PAYMENT BY THE ISSUER OF DEBT SERVICE ON THE SERIES 2009 PILOT BONDS.  
PROSPECTIVE INVESTORS IN THE SERIES 2009 PILOT BONDS ARE CAUTIONED NOT TO 
PLACE UNDUE RELIANCE ON THE PROJECTIONS INCLUDED HEREIN. 
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SUMMARY STATEMENT 

The following summary is qualified in its entirety by reference to more detailed information 
appearing elsewhere in this Official Statement, including the Appendices hereto, and by each of the 
documents referenced herein. This is an offering of securities, certain  proceeds of which will be used to 
finance a portion of the costs of the development and construction of a new event facility in the Borough 
of Brooklyn, New York, including certain related infrastructure and improvements.  The purchase and 
holding of such securities involve significant investment risks.  For an index of certain terms defined 
herein, see �APPENDIX B�INDEX OF CERTAIN DEFINED TERMS.� For definitions of certain terms 
used herein, see �APPENDIX C�CERTAIN DEFINITIONS.� 

Overview���������� Brooklyn Arena Local Development Corporation (the �Issuer�), a 
local development corporation formed under Section 1411 of the 
Not-For-Profit Corporation Law, being Chapter 35 of the 
Consolidated Laws of New York, as amended (the �Enabling 
Act�), and created by action of the New York Job Development 
Authority (the �NYJDA�) established under Section 1802, 
Subtitle 1, Title 8, Article 8 of the New York Public Authorities 
Law, as amended, is issuing $510,999,996.50 of its PILOT 
Revenue Bonds, Series 2009 (Barclays Center Project) (the �Series 
2009 PILOT Bonds�), certain proceeds of which Series 2009 
PILOT Bonds, together with certain other moneys, will be used to 
pay the costs of the Arena Project.   

The �Arena Project� is comprised of the design, development, 
acquisition, construction and equipping of an arena (the �Arena�) 
and certain other improvements related to the Arena (the �Arena 
Infrastructure�) in the Atlantic Terminal area of the Borough of 
Brooklyn, New York, to be used as the home venue of the 
professional basketball team currently known as the New Jersey 
Nets (the �Nets�) and as a venue for other entertainment, cultural, 
sporting and civic events. 

The Arena Project is a phase of a major mixed-use development 
project planned for an approximately twenty-two- (22-) acre site 
(inclusive of certain areas of air space) in the Atlantic Terminal 
area of Brooklyn entitled the Atlantic Yards Land Use 
Improvement and Civic Project (the �Atlantic Yards Project�).  
Brooklyn Events Center, LLC, a Delaware limited liability 
company (�ArenaCo�), is a newly-formed and wholly-owned 
subsidiary of Brooklyn Arena Holding Company, LLC, a 
Delaware limited liability company (�Arena HoldCo�).  Arena 
HoldCo is a newly-formed and wholly owned subsidiary of 
Brooklyn Arena, LLC, a Delaware limited liability company (the 
�Arena Developer�).  ArenaCo will be the tenant of the Arena 
Project and will make payments in lieu of ad valorem real estate 
taxes (�PILOTs�) to the New York State Urban Development 
Corporation d/b/a Empire State Development Corporation 
(�ESDC�) under the PILOT Agreement. 

See �THE ISSUER�, �THE ARENA PROJECT� and �PROJECT 
PARTICIPANTS.�  
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The Issuer��������� The Issuer is an instrumentality of the State of New York (the 
�State�), separate and apart from the State itself, the NYJDA and 
ESDC.  The Issuer was formed to finance certain components of 
the Atlantic Yards Project, including the design, development and 
construction of the Arena Project and certain infrastructure related 
thereto. 

The Issuer will be the lessee of the Arena Premises and the Arena 
Project under the Ground Lease and will sublease the Arena 
Premises and the Arena Project to ArenaCo under the Arena Lease 
Agreement.  The Issuer will also be a party to, and a beneficiary 
of, the Non-Relocation Agreement and will be a party to the 
PILOT Agreement.  See �THE ISSUER� and �ARENA 
MANAGEMENT AND OPERATIONS�Project Leases and 
Agreements.� 

The Series 2009 PILOT Bonds� The Series 2009 PILOT Bonds will be issued in accordance with 
the Enabling Act and the Master PILOT Indenture of Trust, dated 
as of December 1, 2009 (the �Master PILOT Indenture�), by and 
between the Issuer and The Bank of New York Mellon (the 
�PILOT Bond Trustee�) and the First Supplemental PILOT 
Indenture of Trust, by and between the Issuer and the PILOT Bond 
Trustee, dated as of December 1, 2009 (the �First Supplemental 
PILOT Indenture� and, together with the Master PILOT Indenture, 
the �PILOT Bonds Indenture�).  The Series 2009 PILOT Bonds 
will be issuable as current interest bonds (the �Series 2009 Current 
Interest PILOT Bonds�) and as capital appreciation bonds (the 
�Series 2009 Capital Appreciation PILOT Bonds�).  The Series 
2009 Current Interest PILOT Bonds are issued in the aggregate 
principal amount of $482,085,000.00 and will bear interest at the 
rates per annum set forth on the inside cover page hereof, which 
interest will be payable semiannually, in arrears, in cash on each 
January 15 and July 15, commencing July 15, 2010.  The Series 
2009 Capital Appreciation PILOT Bonds are issued in the 
aggregate initial principal amount of $28,914,996.50 and will 
accrete in value at the rates per annum set forth on the inside cover 
page hereof, which interest will be compounded semiannually on 
each January 15 and July 15, commencing July 15, 2010.  See 
�THE SERIES 2009 PILOT BONDS.� 

Commencement Agreement ��. Concurrently with the issuance of the Series 2009 PILOT Bonds, 
the Issuer, ESDC, The City of New York (the �City�), Atlantic 
Yards Development Company, LLC, a Delaware limited liability 
company (�AYDC�), AYDC Interim Developer, LLC, a Delaware 
limited liability company, the Arena Developer, ArenaCo, Atlantic 
Rail Yards, LLC, a New York limited liability company, The Bank 
of New York Mellon, in its capacity as Infrastructure Trustee (the 
�Infrastructure Trustee�),  The Bank of New York Mellon, in its 
capacity as PILOT Trustee (the �PILOT Trustee�), the PILOT 
Bond Trustee, New Jersey Basketball, LLC, a New Jersey limited 
liability company (�New Jersey Basketball�), the Metropolitan 
Transportation Authority, a body corporate and politic constituting 
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a public benefit corporation of the State of New York, The Long 
Island Rail Road Company, a body corporate and politic 
constituting a public benefit corporation of the State of New York, 
New York City Transit Authority, a body corporate and politic 
constituting a public benefit corporation of the State of New York, 
and Commonwealth Land Title Insurance Company, a Nebraska 
corporation, as Document Agent (the �Document Agent�) will 
execute a Commencement Agreement (the �Commencement 
Agreement�), pursuant to which (i) the net proceeds of the Series 
2009 PILOT Bonds will be held by the PILOT Bond Trustee under 
the PILOT Bonds Indenture and (ii) certain documents, including 
documents related to the Arena Project, will be held in escrow by 
the Document Agent in accordance with such Commencement 
Agreement until the earliest of (A) an Extraordinary Mandatory 
Redemption Date occurring prior to December 17, 2010 (the 
�Outside Commencement Date�), (B) the Arena Project Effective 
Date (as such term is defined in the Commencement Agreement) 
and (C) the Outside Commencement Date, all as more fully 
described herein.  See �INTRODUCTION�Commencement 
Agreement� and �THE SERIES 2009 PILOT BONDS�
Commencement Agreement� and ��Redemption�; see also 
�APPENDIX K�SUMMARY OF THE COMMENCEMENT 
AGREEMENT.� 

Purpose of the Series 2009 PILOT 
Bonds��������.. 

The Issuer is issuing the Series 2009 PILOT Bonds for the 
purposes of (i) providing a portion of the costs of acquisition and 
construction of the Arena Project; (ii) funding the Series 2009 
PILOT Bonds Debt Service Reserve Subaccount in the amount of 
the Senior PILOT Bonds Debt Service Reserve Account 
Requirement for the Series 2009 PILOT Bonds; (iii) funding the 
Series 2009 PILOT Bonds Strike and Liquidity Reserve 
Subaccount in a portion of the amount of the Senior PILOT Bonds 
Strike and Liquidity Reserve Account Requirement for the Series 
2009 PILOT Bonds; (iv) paying capitalized interest on the Series 
2009 PILOT Bonds from the Arena Project Effective Date through 
May 15, 2012; and (v) reimbursing certain Costs of Issuance.  See 
�PLAN OF FINANCE�General� and ��Estimated Sources and 
Uses of Funds�; see also �THE SERIES 2009 PILOT BONDS.� 

Certain costs associated with the Arena Project are expected to be 
paid for by: (A) the City, which will make a capital contribution 
for the Arena Project through the appropriation of $131 million 
from the City�s budget, to be applied to the payment of certain 
costs incurred in connection with the acquisition by ESDC of the 
Arena Premises, and (B) ArenaCo (or its members or investors) as 
part of ArenaCo�s obligations under the Arena Lease Agreement.  
The State, acting through ESDC, will make a capital contribution 
of $100 million for certain costs incurred in connection with the 
construction of certain items of the Atlantic Yards Project 
infrastructure, including a portion of the Related Infrastructure, 
which benefit but are not a part of the Arena Project.  Neither the 
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State nor the City is or shall become obligated to pay the 
principal of or interest on the Series 2009 PILOT Bonds, and 
neither the faith and credit nor the taxing power of the State or 
City is pledged to such payment. See �PLAN OF FINANCE.� 

Sources of Payment and Security 
for the Series 2009 PILOT 
Bonds����� 

The principal or Accreted Value, as applicable, of and premium, if 
any, and interest, as applicable, on the Series 2009 PILOT Bonds 
are payable out of and secured by (i) revenues of the Issuer derived 
and to be derived from PILOTs made by ArenaCo to ESDC under 
the PILOT Agreement and assigned by ESDC to the PILOT 
Trustee pursuant to the PILOT Assignment, which revenues are 
actually received by the PILOT Bond Trustee pursuant to the 
PILOT Assignment (the �PILOT Revenues�); (ii) all right, title and 
interest of the PILOT Bond Trustee in certain funds and accounts 
held by the PILOT Trustee under the PILOT Assignment; and (iii) 
all right, title and interest of the PILOT Bond Trustee in certain 
funds and accounts held by the PILOT Bond Trustee under the 
PILOT Bonds Indenture.  See �SOURCES OF PAYMENT AND 
SECURITY FOR THE SERIES 2009 PILOT BONDS.� 

Series 2009 PILOT Bonds Debt 
Service Reserve 
Subaccount ������.... 

At the time of the issuance of the Series 2009 PILOT Bonds, the 
PILOT Bonds Indenture establishes the Series 2009 PILOT Bonds 
Debt Service Reserve Subaccount, which Subaccount is required to 
be funded on the Arena Project Effective Date in an amount equal 
to $39,852,956, which amount is equal to Average Annual Debt 
Service on the Series 2009 PILOT Bonds as of their date of 
issuance.  See �SOURCES OF PAYMENT AND SECURITY 
FOR THE SERIES 2009 PILOT BONDS�Senior PILOT Bonds 
Debt Service Reserve Fund.� 

Series 2009 PILOT Bonds Strike 
and Liquidity Reserve 
Subaccount���. 

At the time of the issuance of the Series 2009 PILOT Bonds, the 
PILOT Bonds Indenture establishes the Series 2009 PILOT Bonds 
Strike and Liquidity Reserve Subaccount, which Subaccount is 
required to be funded on the Arena Project Effective Date in an 
amount equal to $19,926,478, which amount is equal to one-half of 
Average Annual Debt Service on the Series 2009 PILOT Bonds as 
of their date of issuance.  Amounts on deposit in the Series 2009 
PILOT Bonds Strike and Liquidity Reserve Subaccount will be 
available to pay the principal of and interest on the Series 2009 
PILOT Bonds to the extent (A) moneys on deposit in the Series 
2009 PILOT Bonds Interest Subaccount, the Series 2009 PILOT 
Bonds Principal Subaccount and the Series 2009 PILOT Bonds 
Debt Service Reserve Subaccount and required to be withdrawn 
from such subaccounts are insufficient for the purposes thereof on 
such Interest Payment Date, or (B) (1) a delay in the construction 
of the Arena Project has occurred and (2) on the next Interest 
Payment Date to occur following the date of the commencement of 
such delay, moneys on deposit in the Series 2009 PILOT Bonds 
Capitalized Interest Account and required to be withdrawn from 
such subaccount are insufficient to pay all or any part of the 
accrued interest due and payable on such Interest Payment Date.  



 

- v - 

See �SOURCES OF PAYMENT AND SECURITY FOR THE 
SERIES 2009 PILOT BONDS�Senior PILOT Bonds Debt 
Service Reserve Fund.� 

PILOT Agreement and PILOT 
Assignment ������... 

So long as ESDC holds fee title to the Arena Premises and the 
Arena Project, no general ad valorem real estate taxes (other than 
assessments for local improvements) will be payable to the City by 
ESDC, the Issuer or ArenaCo or any other person with respect to 
the Arena Premises or the Arena Project.  However, the City, the 
Issuer, ESDC and ArenaCo will enter into a Payment-in-Lieu-of-
Tax Agreement (Arena) (the �PILOT Agreement�) under which 
ArenaCo will be required to make PILOTs to ESDC.  ESDC will 
agree under the PILOT Agreement to pay or cause to be paid to the 
City, or as the City may otherwise provide by assignment or other 
agreement, the PILOTs received under the PILOT Agreement.  
ESDC, the Issuer, the PILOT Bond Trustee, the PILOT Trustee 
and the City will enter into a PILOT Assignment and Escrow 
Agreement (Arena) (the �PILOT Assignment�), pursuant to which 
the City, as the municipality to which ad valorem taxes would be 
owed with respect to the Arena Project and the Arena Premises, 
but for ESDC�s ownership of such real property, will expressly 
agree, among other things, to forego receipt of the PILOTs it 
would have otherwise been entitled to receive.  Furthermore, 
pursuant to the PILOT Assignment, ESDC will, among other 
things, assign to the PILOT Trustee all of its right to and interest in 
all PILOTs due or to become due under the PILOT Agreement and 
any and all other of its rights and remedies under or arising out of 
the PILOT Agreement, except for Unassigned PILOT Rights. 

See �SOURCES OF PAYMENT AND SECURITY FOR THE 
SERIES 2009 PILOT BONDS,� �APPENDIX M�SUMMARY 
OF THE PILOT AGREEMENT� and �APPENDIX N�
SUMMARY OF THE PILOT ASSIGNMENT.� 

The Series 2009 PILOT Bonds are 
Special Limited 
Obligations���.. 

 

The Series 2009 PILOT Bonds are special limited obligations of 
the Issuer payable solely from PILOT Revenues derived from 
PILOTs made by ArenaCo pursuant to the PILOT Agreement, the 
interest of the PILOT Bond Trustee in the Debt Service and 
Reimbursement Fund held by the PILOT Trustee under the PILOT 
Assignment and certain Funds and Accounts held by the PILOT 
Bond Trustee under the PILOT Bonds Indenture.  None of the 
State, the City and ESDC is or shall be obligated to pay the 
principal of or interest on the Series 2009 PILOT Bonds, and 
neither the faith and credit nor the taxing power of the State or 
the City is pledged to such payment.  The Issuer has no taxing 
power.  The Series 2009 PILOT Bonds do not constitute an 
obligation of ArenaCo, New Jersey Basketball, the Arena 
Developer or any of their respective affiliates. The Series 2009 
PILOT Bonds are not secured by any interest in the Atlantic 
Yards Project, including the Arena Project, nor any property 
of or interest in ArenaCo, New Jersey Basketball, the Arena 
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Developer or any of their respective affiliates.  See �SOURCES 
OF PAYMENT AND SECURITY FOR THE SERIES 2009 
PILOT BONDS.� 

Enforcement of PILOTs�
Leasehold PILOT 
Mortgages�������.. 

The obligation of ArenaCo under the PILOT Agreement to make 
PILOTs to ESDC with respect to each separate PILOT Tax Year 
will be secured by a separate Leasehold PILOT Mortgage for each 
such PILOT Tax Year, granted by ArenaCo to ESDC and assigned 
to the PILOT Trustee, encumbering ArenaCo�s interest under the 
Arena Lease Agreement in and to the Arena Premises and the 
Arena Project (each, a �Leasehold PILOT Mortgage� and, 
collectively, the �Leasehold PILOT Mortgages�).  Each Leasehold 
PILOT Mortgage is (i) subject and subordinate to those Leasehold 
PILOT Mortgages securing ArenaCo�s PILOT obligations 
corresponding to all succeeding PILOT Tax Years and (ii) 
paramount in lien to those Leasehold PILOT Mortgages securing 
ArenaCo�s PILOT obligations corresponding to all preceding 
PILOT Tax Years.  If the PILOT Trustee should foreclose any 
Leasehold PILOT Mortgage as to a PILOT Tax Year for which 
PILOTs were not paid, any sale of ArenaCo�s interest in and to the 
Arena Premises and the Arena Project upon foreclosure would be 
subject to liens of the Leasehold PILOT Mortgages for later years.  
Each Leasehold PILOT Mortgage is also subordinate to the 
Permitted Encumbrances.  The Leasehold PILOT Mortgages will 
be assigned to the PILOT Trustee pursuant to an Assignment of 
Leasehold PILOT Mortgages.  The Leasehold PILOT Mortgages 
will not be assigned to the PILOT Bond Trustee and will not 
constitute security for the Series 2009 PILOT Bonds.  Holders of 
the Series 2009 PILOT Bonds will have no rights under the 
Leasehold PILOT Mortgages, and the Series 2009 PILOT Bonds 
will not be secured by any interest in the Arena Project, the Arena 
Premises or any other portion of the Atlantic Yards Project.  See 
�SOURCES OF PAYMENT AND SECURITY FOR THE 
SERIES 2009 PILOT BONDS� and �APPENDIX O�
SUMMARY OF THE LEASEHOLD PILOT MORTGAGES.� 

Optional Redemption����. The Series 2009 Current Interest PILOT Bonds maturing on or 
after July 15, 2020 are subject to optional redemption prior to 
maturity in whole or in part on and after January 15, 2020 (in 
accordance with DTC�s procedures, so long as DTC is the sole 
registered owner, and otherwise by lot in the manner as the PILOT 
Bond Trustee in its discretion deems proper) at one hundred 
percent (100%) of the principal amount thereof, together with 
accrued and unpaid interest thereon up to but not including the 
redemption date.  The Series 2009 Capital Appreciation PILOT 
Bonds are not subject to optional redemption prior to maturity at 
the option of the Issuer. See �THE SERIES 2009 PILOT 
BONDS�Redemption�Optional Redemption for the Series 2009 
Current Interest PILOT Bonds� and ��Optional Redemption for 
the Series 2009 Capital Appreciation PILOT Bonds.� 
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Extraordinary Mandatory 
Redemption ������... 

Under a number of conditions as described in detail in this 
Official Statement, the Series 2009 PILOT Bonds will be 
subject to extraordinary mandatory redemption prior to 
maturity in whole at a Redemption Price equal to 101% of: (i) 
with respect to the Series 2009 Current Interest PILOT Bonds, 
the Amortized Value thereof, plus accrued and unpaid interest 
thereon through the Extraordinary Mandatory Redemption 
Date, and (ii) with respect to the Series 2009 Capital 
Appreciation PILOT Bonds, the Accreted Value thereof as of 
such Extraordinary Mandatory Redemption Date. 

See �INTRODUCTION�Commencement Agreement� and �THE 
SERIES 2009 PILOT BONDS�Commencement Agreement� and 
��Redemption�Extraordinary Mandatory Redemption�; see also 
�RISK FACTORS AND INVESTMENT CONSIDERATIONS�
Risks Associated with Construction of the Arena Project�Failure 
to Satisfy Vacant Possession Release Conditions� and 
�APPENDIX K�SUMMARY OF THE COMMENCEMENT 
AGREEMENT.� 

Mandatory Sinking Fund 
Redemption������. 

The Series 2009 Current Interest PILOT Bonds maturing on 
July 15, 2030 (two separate maturities), July 15, 2040 and July 15, 
2043  are subject to scheduled mandatory redemption prior to 
maturity in part, by the payment of sinking fund installments, on 
the dates and in the amounts set forth in the PILOT Bonds 
Indenture and herein. The Series 2009 PILOT Bonds called for 
scheduled mandatory redemption will be redeemed at a 
Redemption Price equal to 100% of the principal amount thereof, 
plus accrued and unpaid interest thereon to the redemption date.  
See �THE SERIES 2009 PILOT BONDS�Redemption�
Mandatory Sinking Fund Redemption.� 

Special Mandatory 
Redemption������. 

The Series 2009 PILOT Bonds are also subject to special 
mandatory redemption, in whole or in part, on any date upon the 
occurrence of certain events, at a Redemption Price equal to 100% 
of (i) with respect to Series 2009 Current Interest PILOT Bonds, 
the principal amount to be redeemed plus accrued interest, if any, 
to the date of redemption, and (ii) with respect to Series 2009 
Capital Appreciation PILOT Bonds, the Accreted Value thereof on 
such redemption date.  See �THE SERIES 2009 PILOT BONDS�
Redemption�Special Mandatory Redemption.� 

Additional PILOT Bonds ���.. The PILOT Bonds Indenture provides that the Issuer may issue 
Additional PILOT Bonds on a parity with, or subordinated to, the 
Series 2009 PILOT Bonds for any one (1) or more of the following 
purposes: (i) to provide for the costs of design, development, 
acquisition, construction and equipping of the Arena Project, (ii) to 
provide funds necessary to complete the Arena Project, (iii) to 
provide funds in excess of Restoration Funds to repair, relocate, 
replace, rebuild or restore the Arena Project in the event of 
damage, destruction or taking by eminent domain, (iv) to provide 
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funds for extensions, additions, improvements or facilities to the 
Arena, the purpose of which must constitute a �project� within the 
meaning of the UDC Act, or (v) to refund Outstanding PILOT 
Bonds (or other obligations issued on a parity therewith) 
(�Refunding PILOT Bonds�).  Under current Internal Revenue 
Service rules, interest on any Additional PILOT Bonds which are 
not Refunding PILOT Bonds would not be excluded from gross 
income for federal income tax purposes.  See �SOURCES OF 
PAYMENT AND SECURITY FOR THE SERIES 2009 PILOT 
BONDS�Additional PILOT Bonds.� 

ArenaCo��������� ArenaCo will be the tenant of the Arena Premises and the Arena 
Project under the Arena Lease Agreement as well as the licensor of 
the Arena under the Nets License Agreement.  ArenaCo will be 
responsible for making all PILOTs under the PILOT Agreement.  
ArenaCo will receive all Arena Tenant Revenue, which will be 
used by ArenaCo to make such PILOTs under the PILOT 
Agreement, to pay Rent under the Arena Lease Agreement, to pay 
certain costs of operating and maintaining the Arena Project, and 
to pay for certain capital repairs and improvements of the Arena 
Project.  See �PROJECT PARTICIPANTS�The Arena 
Developer, ArenaCo and New Jersey Basketball�; see also 
�ARENA MANAGEMENT AND OPERATIONS.� 

The sole member of ArenaCo will be Arena HoldCo.  Pursuant to 
ArenaCo's operating agreement (the �ArenaCo Operating 
Agreement�), ArenaCo may not make distributions to Arena 
HoldCo unless a number of financial conditions have been 
satisfied, as described herein.  See �PROJECT PARTICIPANTS�
The Arena Developer, ArenaCo and New Jersey Basketball� and 
�APPENDIX T�ARENACO OPERATING AGREEMENT.� 

The Arena Project������ 

 

The Arena Project will be constructed on the Arena Premises 
located in the Borough of Brooklyn, New York, and adjacent to the 
Atlantic Terminal, New York City�s third largest transit hub.  
When complete, the Arena is expected to have a maximum seating 
capacity for basketball of approximately 18,282 spectators, 
including 17,103 in non-suite seats and 1,179 in the various luxury 
suites, loge boxes and party suites, and will also allow for simple 
reconfiguration to create seating options for as few as 3,000 
spectators.  The Arena will contain various facilities and amenities 
typical of and appropriate to a state-of-the-art, first-class 
professional basketball facility.  In addition to hosting Home 
Games, the Arena will be designed to accommodate other 
entertainment, religious, sporting, and civic events, as described 
herein.  See �THE ARENA PROJECT.� 

Arena Project Development �� Arena Project Construction.  ArenaCo will be responsible for 
managing construction of the Arena Project.  On or before the date 
of delivery of the Series 2009 PILOT Bonds, ArenaCo will enter 
into a design/build contract with Hunt Construction Group, Inc. 
(the �Arena Design/Build Contractor�) for the design and 
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construction of the Arena (the �Arena Design/Build Contract�).  
The Arena Design/Build Contract will provide for a guaranteed 
maximum price.  The Arena is being designed by AECOM Ellerbe 
Becket Architects and Engineers, P.C., and the façade of the Arena 
is being designed by ShoP Architects, P.C.  The façade consists of 
an exterior wall system of glass and metal panels with horizontal 
steel bands encircling the building.  Pre-construction work for the 
Arena Project, including but not limited to excavation work at the 
Arena Premises, has commenced and is ongoing, and ArenaCo 
expects that construction of the Arena Project will be completed by 
the second calendar quarter of 2012. 

Arena Infrastructure.  ArenaCo or its affiliates will enter into 
contracts with contractors and/or construction managers for the 
development and construction of the Arena Infrastructure, which 
will include, without limitation, the following items: the Transit 
Improvements, the Urban Experience and other site work, and the 
Fourth Avenue Reconfiguration, as more fully described herein.  
ArenaCo and its affiliates anticipate retaining Turner Construction 
Company, a New York corporation, to provide program 
management and construction oversight services in connection 
with the Arena Project, including the Arena Infrastructure. 

Related Infrastructure.  In addition to the construction of Arena 
Infrastructure, certain other items of infrastructure (the �Related 
Infrastructure�) will be required in order to construct and open the 
Arena.  The costs of such Related Infrastructure are not covered by 
the proceeds of the Series 2009 PILOT Bonds.  Such work 
overlaps with that of the Atlantic Yards Project, some of which is 
in progress and all of which will be performed by AYDC or its 
affiliates and will be funded from other sources, including amounts 
received from the State under the State Funding Agreement. 

See �THE ARENA PROJECT�Arena Project Development.� 

Arena Project Development 
Costs���������... 

Arena Project costs including site preparation costs, hard costs, 
soft costs and contingency which total approximately $807.1 
million and  Arena Infrastructure costs which total approximately 
$97.2 million.  Total Arena Project costs will thus equal 
approximately $904.3 million.  Of the approximately $904.3 
million of total Arena Project costs, approximately $156.5 million 
has been contributed as of October 31, 2009, which amount 
includes $85 million in funds received under the City Funding 
Agreement.  As of November 1, 2009, approximately $747.8 
million in costs will be required to complete the Arena Project 
(approximately $655.8 million are Arena costs and approximately 
$92.0 million are Arena Infrastructure costs).  Of the 
approximately $655.8 million of remaining Arena costs, 
approximately $481.3 million are covered by the provisions of the 
Arena Design/Build Contract (exclusive of approximately $3.3 
million which has been paid to the Arena Design/Build 
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Contractor).  The approximately $481.3 million covered by the 
Design/Build Contract includes approximately $19.7 million of 
contingency.  Furthermore, there is an additional Arena Project 
contingency in the amount of approximately $33.4 million.  
Contracts have not yet been entered into for the construction of the 
Arena Infrastructure. 

 
See �THE ARENA PROJECT�Arena Project Development� and 
��Estimated Arena Project Development Costs�; see also �PLAN 
OF FINANCE�Estimated Sources and Uses of Funds.� 

Governmental Permits and 
Approvals�Condemnation 
and Vacant Possession��.. 

The Atlantic Yards Project, including the Arena Project, was 
approved by ESDC in a project plan dated July 18, 2006, as 
subsequently modified in a Modified General Project Plan adopted 
by ESDC�s Board on December 8, 2006, as further modified on 
June 23, 2009, and affirmed by ESDC�s Board on September 17, 
2009.  The Atlantic Yards Project and ESDC�s participation were 
approved by the New York State Public Authorities Control Board 
on December 20, 2006. 

On September 18, 2009, the Developer and ESDC entered into a 
Land Acquisition Funding, Property Management and Relocation 
Agreement, to be as amended as of December 23, 2009 (the 
�LAFPMRA�), pursuant to which ESDC agreed to exercise its 
power of eminent domain pursuant to Section 207 of the New 
York State Eminent Domain Procedure Law (�EDPL�) to 
condemn or otherwise acquire portions of the property required for 
the Atlantic Yards Project, including the Arena Project.  Upon the 
completion of all procedures prescribed by the EDPL, it is 
anticipated that title to the properties necessary for the first phase 
of the Atlantic Yards Project, including the Arena Project, will vest 
in ESDC.  Prior to completion of the Arena Project, a number of 
other governmental permits and approvals must be obtained.  See 
�THE ARENA PROJECT�Governmental Permits and 
Approvals.� 

Project Leases and 
Agreements������. 

Arena Block Declaration.  ESDC will execute the Arena Block 
Declaration of Easements (the �Arena Block Declaration�), which 
will establish certain economic and real property arrangements 
among all owners and occupants of the other portions of the Arena 
Block (as defined in the Arena Block Declaration), including 
ArenaCo.  See �ARENA MANAGEMENT AND 
OPERATIONS�Project Leases and Agreements�Arena Block 
Declaration of Easements� and �APPENDIX F�SUMMARY OF 
THE DECLARATION OF EASEMENTS.� 

Development Agreement.  ESDC and the Developer will execute a 
Development Agreement (the �Development Agreement�) that will 
set forth the general rights and obligations of ESDC and the 
Developer with respect to the development and construction of the 
overall Atlantic Yards Project, including the Arena Project.  The 
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Development Agreement will authorize and engage the Arena 
Developer and its affiliates to construct the Atlantic Yards Project.  
See �ARENA MANAGEMENT AND OPERATIONS�Project 
Leases and Agreements�Development Agreement.� 

Arena Premises Interim Lease Agreement.  Pursuant to the Arena 
Premises Interim Lease Agreement, the Arena Developer will lease 
the Arena Premises from ESDC, subject to Permitted 
Encumbrances (as defined in the Arena Premises Interim Lease 
Agreement), including the Arena Block Declaration and certain 
other easements, on or about the date of issuance of the Series 
2009 PILOT Bonds, and will perform certain site work and other 
pre-construction work.  As provided in the LAFPMRA, ESDC will 
have the obligation to obtain vacant possession of occupied parcels 
that make up the AY Project Site, including the Arena Premises.  
See �ARENA MANAGEMENT AND OPERATIONS�Project 
Leases and Agreements�Arena Premises Interim Lease 
Agreement.�  �Vacant possession� is generally defined as the 
actual vacant occupancy and possession of the subject real 
property, free and clear of all leases, tenancies, occupancies, liens, 
encumbrances, licenses or any other matter other than specifically 
excepted encumbrances.  See �APPENDIX E�SUMMARY OF 
THE ARENA PREMISES INTERIM LEASE AGREEMENT.� 

Ground Lease.  Pursuant to the Ground Lease, ESDC will lease the 
Arena Premises and the Arena Project to the Issuer for a period of 
thirty-seven (37) years commencing on the date of delivery of 
vacant possession of the parcels that make up the first taking of 
land within the AY Project Site, including the Arena Premises, is 
achieved (the �Commencement Date�).  See �ARENA 
MANAGEMENT AND OPERATIONS�Project Leases and 
Agreements�Ground Lease.� 

Arena Lease Agreement.  The Issuer will sublease the Arena 
Premises and the Arena Project to ArenaCo under the Arena Lease 
Agreement for an initial term commencing on the Commencement 
Date until the sooner to occur of (i) the later of (A) the last day of 
the calendar month in which the thirty-seventh (37th) anniversary 
of the Commencement Date occurs (�37th Anniversary�) and (B) if 
the 37th Anniversary occurs during an NBA Season, the ninetieth 
(90th) day following the end of such NBA Season, and (ii) such 
earlier date upon which the Arena Lease Agreement may be 
terminated pursuant to its terms.  ArenaCo will have limited 
renewal options and a right to purchase fee title to the Arena and 
the Arena Premises. 

ArenaCo will pay to the Issuer a Base Rent during the Initial Term 
of the Arena Lease Agreement plus an amount of Additional Rent 
in respect of all other amounts that become due and payable by 
ArenaCo under the Arena Lease Agreement, excluding PILOTs 
(the aggregate of all annual Base Rent and Additional Rent 
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payments is referred to herein as �Rent�).  Such Additional Rent 
will include ArenaCo�s obligation to provide for the construction 
cost of the Arena Project in excess of the amount of Series 2009 
PILOT Bond proceeds available for such purpose, which excess 
cost is presently estimated at $324.8 million (but which amount 
includes the funding of a portion of the Series 2009 PILOT Bonds 
Strike and Liquidity Reserve Requirement and may ultimately be 
reduced to reflect prior expenditures made for the Arena Project 
and included in the budget for the Arena Project on and after 
November 1, 2009).  The Arena Lease Agreement includes 
ArenaCo�s agreement to make PILOTs in accordance with and 
subject to the terms of the PILOT Agreement. 

Under the Arena Lease Agreement, ArenaCo will agree to fulfill 
its purposes of acquiring, designing, developing, equipping and 
constructing the Arena Project and managing the operation of the 
Arena, including maintenance of the Arena in a first-class manner 
and in compliance with the applicable League Rules. 

The Arena Lease Agreement permits ArenaCo to use and occupy 
the Arena Project and the Arena Premises year-round for Home 
Games and various other events as described herein.  In connection 
with all such events (but in each case subject to the terms of any 
applicable license agreement into which ArenaCo may enter), 
ArenaCo will have the sole and exclusive right to charge, collect 
and retain Arena Tenant Revenue and to determine, in its sole 
discretion, the prices and terms of admission, usage and/or license 
fees for such events and may, subject to compliance with the 
Arena Lease Agreement, enter into one (1) or more agreements or 
arrangements pursuant to which other parties may share in all or a 
portion of the Arena Tenant Revenue.  Furthermore, the Arena 
Lease Agreement provides that ArenaCo may enter into a variety 
of advertising and sponsorship agreements, including but not 
limited to agreements with a party (or parties) granting such party 
Naming Rights, and various other long-term revenue-generating 
agreements, all as described herein.  See �ARENA 
MANAGEMENT AND OPERATIONS�Project Leases and 
Agreements�Arena Lease Agreement� and �APPENDIX G�
SUMMARY OF THE ARENA LEASE AGREEMENT.�  For a 
further discussion of Arena Tenant Revenue, see �ARENA 
MANAGEMENT AND OPERATIONS�Arena Tenant 
Revenue,� and for a discussion of some of the factors which may 
affect Arena Tenant Revenue, including with respect to the sources 
described herein, see �RISK FACTORS AND INVESTMENT 
CONSIDERATIONS�Risks Associated with Operations.� 

PILOT Bonds Partial Lease Assignment.  Pursuant to the PILOT 
Bonds Partial Lease Assignment, the Issuer will directly assign to 
the PILOT Bond Trustee the right to enforce certain 
representations, warranties and covenants that ArenaCo will have 
made under the Arena Lease Agreement.  ArenaCo will 
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acknowledge the PILOT Bonds Partial Lease Assignment.  See 
�ARENA MANAGEMENT AND OPERATIONS�Project 
Leases and Agreements�PILOT Bonds Partial Lease 
Assignment� and �APPENDIX H�SUMMARY OF THE PILOT 
BONDS PARTIAL LEASE ASSIGNMENT.� 

Nets License Agreement.  Under the Nets License Agreement, 
ArenaCo will grant to New Jersey Basketball a license to use and 
occupy the Arena, including for Home Games, on the terms and 
conditions contained therein.  Pursuant to the Nets License 
Agreement, ArenaCo will annually collect the License Fee and 
certain other fees.  Any Arena-related revenues (and the right to 
collect or retain such revenues) not specifically granted to New 
Jersey Basketball under the Nets License Agreement are to be 
retained by ArenaCo, subject to the League Rules and to other 
agreements into which ArenaCo may enter.  From time to time, 
New Jersey Basketball will also be obligated to pay to ArenaCo a 
Merchandising Fee. 

Under the Nets License Agreement, New Jersey Basketball agrees 
not to play any Home Games in which the Nets is the home team 
in any location other than the Arena, except as may be permitted 
by the Non-Relocation Agreement.  See �ARENA 
MANAGEMENT AND OPERATIONS�Project Leases and 
Agreements�Nets License Agreement� and �APPENDIX I�
SUMMARY OF THE NETS LICENSE AGREEMENT.� 

Parking Easement.  The Arena Lease Agreement requires ArenaCo 
to have access to parking for the Arena.  ArenaCo will be the 
beneficiary of one (1) or more non-exclusive easements 
(collectively, the �Parking Easement�) appurtenant to the Arena 
Premises granting ArenaCo the right to access and use no less than 
1,100 parking spaces on one (1) or more parcels within the AY 
Project Site, subject to reduction or relocation with the approval of 
ArenaCo.  See �ARENA MANAGEMENT AND 
OPERATIONS�Project Leases and Agreements�Parking 
Easement.� 

Non-Relocation Agreement.  New Jersey Basketball will be party 
to a Non-Relocation Agreement (the �Non-Relocation 
Agreement�), which will require New Jersey Basketball to cause 
the Nets to play substantially all Home Games at the Arena; 
provided that the Nets may play any number of pre-season Home 
Games, up to two (2) regular season Home Games per NBA 
Regular Season and, if certain conditions are met, any number of 
post-season Home Games, in alternate venues.  Additionally, the 
Non-Relocation Agreement will permit the Nets to play Home 
Games in a venue other than the Arena during the construction of 
the Arena Project until the later of (i) the substantial completion of 
the Arena Project, as defined in the Non-Relocation Agreement, 
and (ii) the commencement of the 2012-2013 NBA Regular 
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Season.  Certain other limited exceptions apply.  In the event New 
Jersey Basketball fails to meet its obligations under the Non-
Relocation Agreement, the City, ESDC and the Issuer are entitled 
to seek declaratory relief or an equitable remedy, including 
specific performance. See �ARENA MANAGEMENT AND 
OPERATIONS�Project Leases and Agreements�Non-
Relocation Agreement� and �APPENDIX J�SUMMARY OF 
THE NON-RELOCATION AGREEMENT.� 

Barclays Center Naming Rights Agreement, Founding 
Partner/Sponsorship Agreements, and Suite License Agreements.  
As of the date of this Official Statement, the Arena Developer has 
entered into an Amended and Restated Naming Rights Agreement 
with Barclays Services Corporation, numerous founding partner 
and sponsorship agreements, and several luxury suite license 
agreements, as further described herein.  The Arena Developer�s 
rights and obligations under all such agreements will be assigned 
to ArenaCo, and such agreements are anticipated to provide a 
substantial amount of Arena Tenant Revenue to ArenaCo over 
their respective terms.  See �ARENA MANAGEMENT AND 
OPERATIONS�Project Lease and Agreements�Barclays Center 
Naming Rights Agreement and Naming Rights Agreement 
Assignment� and ��Arena Tenant Revenue.� 

NBA Consent Letter�..���� In connection with ArenaCo�s financing of the Arena Project, the 
NBA will issue a letter indicating its approval and consent of the 
financing plan described therein (the �NBA Consent Letter�).  The 
NBA originally approved of the PILOT Bond portion of the 
financing for the Arena Project on October 21, 2009.  See 
�ARENA MANAGEMENT AND OPERATIONS�Project 
Leases and Agreements�NBA Consent Letter,� �SOURCES OF 
PAYMENT AND SECURITY FOR THE SERIES 2009 PILOT 
BONDS�The NBA Consent Letter� and �RISK FACTORS AND 
INVESTMENT CONSIDERATIONS�Risks Associated with 
PILOTs�NBA Consent Letter.� 

Risk Factors and Investment 
Considerations���� 

An investment in the Series 2009 PILOT Bonds involves 
significant risks.  Prospective investors in the Series 2009 PILOT 
Bonds should carefully consider all of the information in this 
Official Statement, including the Appendices, prior to investing in 
the Series 2009 PILOT Bonds.  In particular, prospective investors 
in the Series 2009 PILOT Bonds are urged to consider carefully 
each of the factors described in the sections titled �RISK 
FACTORS AND INVESTMENT CONSIDERATIONS� before 
investing in the Series 2009 PILOT Bonds. 
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OFFICIAL STATEMENT 
 

$510,999,996.50 
Brooklyn Arena Local Development Corporation 

PILOT Revenue Bonds, Series 2009 
(Barclays Center Project) 

 
Consisting of 

$482,085,000.00 Series 2009 Current Interest PILOT Bonds 
and 

$28,914,996.50 Series 2009 Capital Appreciation PILOT Bonds 
 

  

INTRODUCTION 

 All capitalized terms used in this Official Statement and not otherwise defined herein shall have 
the meanings assigned thereto in �APPENDIX C�CERTAIN DEFINITIONS.� 

General 

This Official Statement (this �Official Statement�), including the cover page, inside cover page 
and Appendices hereto, provides information concerning the issuance by the Brooklyn Arena Local 
Development Corporation (the �Issuer�), a local development corporation formed under Section 1411 of 
the Not-For-Profit Corporation Law, being Chapter 35 of the Consolidated Laws of New York, as 
amended (the �Enabling Act�), and created by action of the New York Job Development Authority (the 
�NYJDA�) established under Section 1802, Subtitle 1, Title 8, Article 8 of the New York Public 
Authorities Law, as amended, of $510,999,996.50 of its PILOT Revenue Bonds, Series 2009 (Barclays 
Center Project) (the �Series 2009 PILOT Bonds�), certain proceeds of which Series 2009 PILOT Bonds, 
together with certain other moneys, will be used to pay the costs of the Arena Project.  See �PLAN OF 
FINANCE.�  The Series 2009 PILOT Bonds will be issued as $482,085,000.00 aggregate principal 
amount of current interest bonds (the �Series 2009 Current Interest PILOT Bonds�) and $28,914,996.50 
aggregate initial principal amount of capital appreciation bonds (the �Series 2009 Capital Appreciation 
PILOT Bonds�). 

The Enabling Act authorizes the creation of local development corporations with the power to 
issue debt obligations to create or maintain jobs and to promote related economic development and 
generally to lessen the burdens of government.  Pursuant to and in accordance with the provisions of the 
Enabling Act and Section 1804(13), Subtitle 1, Title 8, Article 8 of the New York Public Authorities Law, 
as amended (�Section 1804(13)�), the NYJDA created the Issuer to issue bonds to finance the �Arena 
Project�, namely: the design, development, acquisition, construction and equipping of an arena (the 
�Arena�) and the Arena Infrastructure in the Atlantic Terminal area of Brooklyn, New York, to be used as 
the home venue of the professional basketball team currently known as the New Jersey Nets (the �Nets�) 
and as a venue for other entertainment, cultural, sporting and civic events. 

The Arena Project is a phase of a major mixed-use development project planned for an 
approximately twenty-two- (22-) acre site (inclusive of certain areas of air space) in the Atlantic Terminal 
area of Brooklyn, New York entitled the Atlantic Yards Land Use Improvement and Civic Project (the 
�Atlantic Yards Project�), which is being undertaken by the New York State Urban Development 
Corporation d/b/a Empire State Development Corporation (�ESDC�), The City of New York (the �City�), 
the New York City Economic Development Corporation  (�NYCEDC�) and affiliates of Forest City 
Ratner Companies, LLC (�FCRC�), including Atlantic Yards Development Company, LLC (�AYDC�) 
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and Brooklyn Arena, LLC (the �Arena Developer� and, together with AYDC, the �Developer�).  The 
Arena Project was approved by ESDC in a Project Plan dated July 18, 2006, as modified in a Modified 
General Project Plan adopted by ESDC�s Board on December 8, 2006, as further modified on June 23, 
2009, and affirmed by ESDC�s Board on September 17, 2009 (the �MGPP�).  Brooklyn Events Center, 
LLC, a Delaware limited liability company (�ArenaCo�), is a newly-formed and wholly-owned subsidiary 
of  Brooklyn Arena Holding Company, LLC, a Delaware limited liability company (�Arena HoldCo�), 
which in turn is a newly-formed and wholly-owned subsidiary of the Arena Developer.  ArenaCo will be 
the tenant of the Arena Project and the Arena Premises (pursuant to a sublease agreement with the Issuer) 
and will make payments in lieu of ad valorem real estate taxes (�PILOTs�) to ESDC under the PILOT 
Agreement, as summarized below under ��Certain Project Leases and Agreements;  Arena Tenant 
Revenue; Applicability of League Rules� and ��PILOT Agreement and PILOT Assignment.�  See also 
�PROJECT PARTICIPANTS� AND �ARENA MANAGEMENT AND OPERATIONS.� 

The Series 2009 PILOT Bonds will be issued in accordance with the Enabling Act and the Master 
PILOT Indenture of Trust, dated as of December 1, 2009 (the �Master PILOT Indenture�), by and 
between the Issuer and The Bank of New York Mellon (the �PILOT Bond Trustee�), and the First 
Supplemental PILOT Indenture of Trust, by and between the Issuer and the PILOT Bond Trustee, dated 
as of December 1, 2009 (the �First Supplemental PILOT Indenture� and, together with the Master PILOT 
Indenture, the �PILOT Bonds Indenture�). 

Commencement Agreement 

Concurrently with the issuance of the Series 2009 PILOT Bonds, the Issuer, ESDC, the City, 
AYDC, AYDC Interim Developer, LLC, a Delaware limited liability company (the �Interim Developer�), 
the Arena Developer, ArenaCo, Atlantic Rail Yards, LLC, a New York limited liability company 
(�RailCo�), The Bank of New York Mellon, in its capacity as Infrastructure Trustee (the �Infrastructure 
Trustee�),  the PILOT Trustee, the PILOT Bond Trustee, New Jersey Basketball, LLC, a New Jersey 
limited liability company (�New Jersey Basketball�), the Metropolitan Transportation Authority, a body 
corporate and politic constituting a public benefit corporation of the State of New York (the �MTA�), The 
Long Island Rail Road Company, a body corporate and politic constituting a public benefit corporation of 
the State of New York (�LIRR�), New York City Transit Authority, a body corporate and politic 
constituting a public benefit corporation of the State of New York (the �Transit Authority�), and 
Commonwealth Land Title Insurance Company, a Nebraska corporation, as Document Agent (the 
�Document Agent�) will execute a Commencement Agreement (the �Commencement Agreement�), 
pursuant to which such parties will concurrently therewith execute (and where appropriate, acknowledge) 
and deposit certain documents and letters of credit related to the Atlantic Yards Project, including 
documents related to the Arena Project and the Series 2009 PILOT Bonds, with the Document Agent to 
be held in escrow in accordance with the terms of the Commencement Agreement. 

The following documents related to the Arena Project (together with certain other documents and 
letters of credit related to other portions of the Atlantic Yards Project as described and set forth in the 
Commencement Agreement, the �Vesting Title Documents�) will be released from escrow and recorded 
(as applicable) promptly following the date that ESDC files the order entered by the New York State 
Supreme Court, Kings County granting the condemnation petition, together with acquisition maps and 
any required bond or undertaking, with the City Register, Kings County and the Document Agent has 
determined that certain other conditions pertaining to required improvements to the transit system on the 
Arena Block (the �Vesting Title Release Conditions�) have been satisfied:  (1) the Development 
Agreement, (2) the Arena Block Declaration, (3) the DEP Easement, (4) the Arena Premises Interim 
Lease Agreement (and a memorandum thereof), (5) the Lot 7 Sale and Purchase Agreement, the deed to 
Block 1119, Lot 7 on the Borough of Brooklyn Tax Map and other closing documents required under 
such agreement, (6) the Lot 47 Transfer Agreement, the deed to the Lot 47 MTA Premises and other 
closing documents required under such agreement, (7) the Lot 42 Transfer Agreement, (8) the Parking 
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Easement, (9) the Transit Improvement Agreement (and a memorandum thereof), (10) the Transit 
Easement Agreement, and (11) the TA Naming Rights Agreement.  Under the Commencement 
Agreement, if ESDC does not make such filing and deliver notice thereof to the parties to the 
Commencement Agreement, on or before 5:00 p.m., New York City time on March 31, 2011, the 
Document Agent is instructed to return the letters of credit held in escrow and destroy all of the other 
documents deposited therewith in accordance with the Commencement Agreement; however, if, by 
December 17, 2010 (the �Outside Commencement Date�), the �Vacant Possession Release Conditions� 
described below, of which the Vesting Title Release Conditions are a part, shall have not occurred or been 
satisfied, then the Series 2009 PILOT Bonds will be subject to extraordinary mandatory redemption prior 
to maturity in whole as described herein. 

The following documents related to the Arena Project (together with certain other documents 
related to other portions of the Atlantic Yards Project, as set forth in the Commencement Agreement, the 
�Vacant Possession Documents�) will be released from escrow and recorded (as applicable) upon the 
determination by the Document Agent that the Vacant Possession Release Conditions, as follows, have 
been satisfied: (1) the Ground Lease, (2) the Arena Lease Agreement, (3) the Arena Completion 
Guaranty, (4) the Non-Relocation Agreement, (5) the Nets License Agreement, (6) the PILOT 
Agreement, (7) the PILOT Assignment, (8) the Leasehold PILOT Mortgages, (9) the PILOT Mortgages 
Assignment and (10) the PILOT Bonds Partial Lease Assignment.  The �Vacant Possession Release 
Conditions� consist of the following: 

 (1) satisfaction of the Vesting Title Release Conditions and the Document Agent�s 
completion of the actions required to be taken by it as set forth in the Vesting Title Release Certificate in 
the form thereof attached to the Commencement Agreement;  

 (2) the Document Agent being prepared to issue and deliver the PILOT Title Policy to the 
PILOT Trustee (subject to completion of the actions set forth in the Arena Project Effective Date 
Certificate); 

 (3) the Document Agent having received from the Infrastructure Trustee a certificate in 
the form thereof attached to the Commencement Agreement to the effect that the funds required to be 
deposited into the Infrastructure Fund have been deposited therein in accordance with the Infrastructure 
Trust Agreement; 

 (4) the Document Agent having received from ArenaCo a certificate in the form attached 
to the Commencement Agreement to the effect that either (a) the Sale Transaction has closed (which 
closing is subject to certain conditions as described herein) or (b) the rating agencies have confirmed the 
rating of the Series 2009 PILOT Bonds; 

 (5) the Document Agent having received executed opinion letters from counsel to various 
parties, in previously agreed form, and insurance certificates evidencing the insurance coverages required 
to be maintained by ArenaCo under the Arena Lease Agreement;  

 (6) the Document Agent having received from ESDC, the Arena Developer and AYDC a 
certificate in the form thereof attached to the Commencement Agreement (the �Vacant Possession 
Certificate�) to the effect that: either (I) ESDC has obtained and delivered to the Arena Developer and 
AYDC actual vacant occupancy and possession of the properties necessary for the first phase of the 
Atlantic Yards Project (the �Phase I Properties�), free and clear of all leases, tenancies, occupancies, 
liens, encumbrances, licenses or any other matter other than those encumbrances permitted under the 
Arena Premises Interim Lease Agreement or other interim leases for the AY Project Site other than the 
Arena Premises or (II)(A) the requirement specified in clause (I) above has been waived by the Arena 
Developer and AYDC with respect to portions of the Phase I Properties described in such certificate, not 



 

- 4 - 

including any portion of the property designated as the �Arena Block� (which includes the Arena 
Premises) and (B) the requirement specified in clause (I) above has been satisfied with respect to all other 
areas of the Phase I Properties, such Vacant Possession Certificate to be delivered, with a copy to the 
PILOT Trustee and each other party to the Commencement Agreement, no later than five (5) Business 
Days after satisfaction of the condition specified in either clause (I) or clause (II) above (in either case, 
�Vacant Possession�); and 

 (7) within five (5) Business Days after the date of the Vacant Possession Certificate, the 
deposit of the required amount of Additional Rent with the PILOT Bond Trustee having been made and 
the Document Agent having received from ArenaCo a certificate in the form thereof attached to the 
Commencement Agreement (the �Additional Rent Certificate�) to the effect that the amount of Additional 
Rent then due has been paid. 

Upon the satisfaction of the Vacant Possession Release Conditions, the Document Agent will 
deliver a certificate in the form attached to the Commencement Agreement (the �Arena Project Effective 
Date Certificate�) to the PILOT Bond Trustee to the effect that the Vacant Possession Release Conditions 
have been satisfied and the Vacant Possession Documents are simultaneously being released from escrow.  
Upon the receipt of the Arena Project Effective Date Certificate, the PILOT Bond Trustee may apply 
proceeds of the Series 2009 PILOT Bonds deposited to the Funds, Accounts and Subaccounts under the 
PILOT Bonds Indenture for the purposes of the Series 2009 PILOT Bonds set forth in the PILOT Bonds 
Indenture, including but not limited to the payment of accrued interest on the Series 2009 Current Interest 
PILOT Bonds from the Arena Project Effective Date through May 15, 2012 and the payment of certain 
costs of the Arena Project. 

However, in the event that: (A) within five (5) Business Days of the date of the Vacant Possession 
Certificate, the amount of Additional Rent due has been not been paid in full; or (B) within five (5) 
Business Days of the deposit of the required amount of Additional Rent with the PILOT Bond Trustee, 
the other Vacant Possession Release Conditions have not occurred or been satisfied in full; or (C) by the 
Outside Commencement Date, the Vacant Possession Release Conditions have not occurred or been 
satisfied in full, then the Series 2009 PILOT Bonds will be subject to extraordinary mandatory 
redemption prior to maturity in whole in accordance with the PILOT Bonds Indenture.  Pursuant to the 
PILOT Bonds Indenture, under certain other circumstances, the Series 2009 PILOT Bonds will be subject 
to extraordinary mandatory redemption prior to maturity in whole.  See �THE SERIES 2009 PILOT 
BONDS�Redemption�Extraordinary Mandatory Redemption� and �APPENDIX K�SUMMARY OF 
THE COMMENCEMENT AGREEMENT.� 

Sources of Payment and Security for the Series 2009 PILOT Bonds 

The Series 2009 PILOT Bonds are payable from and secured by:  (i) the Issuer�s right, title and 
interest in the PILOT Revenues, (ii) all right, title and interest of the Issuer in and to the Funds and 
Accounts (other than the PILOT Bonds Rebate Fund) under the PILOT Bonds Indenture, including the 
PILOT Bonds Project Fund, the PILOT Bonds Revenue Fund, the Senior PILOT Bonds Bond Fund, the 
Series 2009 PILOT Bonds Debt Service Reserve Subaccount and the Series 2009 PILOT Bonds Strike 
and Liquidity Reserve Subaccount, including moneys and investments therein, (iii) all right, title and 
interest of the PILOT Bond Trustee in the Debt Service and Reimbursement Fund held by the PILOT 
Trustee under the PILOT Assignment, and (iv) any and all moneys or other property, including, without 
limitation, Restoration Funds, insurance proceeds and condemnation awards to be deposited in the PILOT 
Bonds Renewal Fund, of every kind and nature from time to time which are by delivery or by writing of 
any kind conveyed, mortgaged, pledged, assigned or transferred, as and for additional security under the 
PILOT Bonds Indenture, by the Issuer or by any other person, firm or corporation with or without the 
consent of the Issuer, to the PILOT Bond Trustee.  ArenaCo is obligated under the PILOT Agreement, 
and has covenanted under the Arena Lease Agreement, to make PILOTs to ESDC.  Under the PILOT 
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Assignment, ESDC has assigned its rights to receive PILOTs under the PILOT Agreement to the PILOT 
Trustee, and the PILOT Trustee is required to transfer PILOTs received to the PILOT Bond Trustee in an 
amount sufficient to pay debt service and other amounts due on the Series 2009 PILOT Bonds and certain 
other amounts payable by the PILOT Bond Trustee.  �PILOT Revenues� are comprised of PILOTs that 
are transferred to and actually received by the PILOT Bond Trustee pursuant to the PILOT Assignment. 

The Series 2009 PILOT Bonds are special limited obligations of the Issuer payable solely 
from PILOT Revenues derived from PILOTs made by ArenaCo pursuant to the PILOT 
Agreement, the interest of the PILOT Bond Trustee in the Debt Service and Reimbursement Fund 
held by the PILOT Trustee under the PILOT Bonds Assignment, and certain Funds and Accounts 
held by the PILOT Bond Trustee under the PILOT Bonds Indenture.  None of the State, the City 
and ESDC is or shall be obligated to pay the principal of or interest on the Series 2009 PILOT 
Bonds, and neither the faith and credit nor the taxing power of the State or the City is pledged to 
such payment.  The Issuer has no taxing power. 

The Series 2009 PILOT Bonds do not constitute an obligation of ArenaCo, New Jersey 
Basketball, the Arena Developer or any of their respective affiliates. The Series 2009 PILOT Bonds 
are not secured by any interest in the Atlantic Yards Project (including the Arena Project) nor by 
any property of or interest in ArenaCo, New Jersey Basketball, the Arena Developer or any of their 
respective affiliates. 

See �SOURCES OF PAYMENT AND SECURITY FOR THE SERIES 2009 PILOT BONDS.� 

The Arena Project Plan of Finance 

The Series 2009 PILOT Bonds 

The Issuer is issuing the Series 2009 PILOT Bonds for the purposes of (i) providing a portion of 
the costs of acquisition and construction of the Arena Project; (ii) funding the Series 2009 PILOT Bonds 
Debt Service Reserve Subaccount in the amount of the Senior PILOT Bonds Debt Service Reserve 
Account Requirement for the Series 2009 PILOT Bonds; (iii) funding the Series 2009 PILOT Bonds 
Strike and Liquidity Reserve Subaccount in a portion of the amount of the Senior PILOT Bonds Strike 
and Liquidity Reserve Account Requirement for the Series 2009 PILOT Bonds; (iv) paying capitalized 
interest on the Series 2009 PILOT Bonds from the Arena Project Effective Date (as such term is defined 
in the Commencement Agreement) through May 15, 2012, and (v) reimbursing certain Costs of Issuance.  
It is anticipated that proceeds of the Series 2009 PILOT Bonds will pay for a substantial portion of the 
costs of the Arena Project.   

The City and State Capital Contributions 

The City�s capital contribution for the Arena Project, agreed under the City Funding Agreement 
to be in the aggregate amount of $131 million, will be made available to NYCEDC.  The State of New 
York (the �State�), acting through ESDC, will make a capital contribution of $100 million for certain 
costs incurred and to be incurred in connection with the construction of certain items of Atlantic Yards 
Project infrastructure (which items are described in detail in Exhibit C to the State Funding Agreement), 
which include a portion of the Related Infrastructure, which benefits but is not a part of the Arena Project.  
See �PLAN OF FINANCE.�  ESDC and the Developer have entered into a funding agreement, dated 
September 12, 2007 (as amended from time to time, the �State Funding Agreement�), which provides for 
the funding and disbursement of the capital contributions to be made by the City and the State to the 
Developer and allocated to the Atlantic Yards Project.  NYCEDC and ESDC have entered into a funding 
agreement, dated September 12, 2007 (as amended from time to time, the �City Funding Agreement� and, 
together with the State Funding Agreement, the �Public Funding Agreements�), pursuant to which 



 

- 6 - 

NYCEDC will fund the City capital contribution to ESDC, and ESDC will utilize such contribution solely 
for disbursement to the Developer for certain costs incurred in connection with the acquisition by ESDC 
of the Arena Premises.  The disbursement of the capital contribution to be made pursuant to the State 
Funding Agreement is referred to herein as the �State Funding Portion,� and the disbursement of the 
capital contribution to be made pursuant to the City Funding Agreement is referred to herein as a �City 
Funding Portion.�  As of the date of this Official Statement, NYCEDC has funded approximately $85 
million of the City Funding Portion, which has been disbursed to the Developer by ESDC, and the State 
has advanced approximately $75 million of the State Funding Portion.  The funding and disbursement of 
the remaining portions of the City�s and the State�s contributions are subject to the satisfaction of certain 
requirements set forth in the City Funding Agreement, including, without limitation, certification to the 
effect that at least $100 million of Total Project Costs have been or will be incurred on or prior to the 
Funding Date during the Third Contribution Period (as defined in the City Funding Agreement).  The 
funding and disbursement of the remaining $31 million of the City Funding Portion is also subject, 
without limitation, to the occurrence of the later of the issuance of the Series 2009 PILOT Bonds and the 
filing of a condemnation petition by ESDC.  See �RISK FACTORS AND INVESTMENT 
CONSIDERATIONS�Risks Associated with Construction of the Arena Project�The Disbursement of 
the Remaining City and State Capital Contributions.�  Requisitions for the remaining funds have been 
submitted, and approval is anticipated on or prior to the date of delivery of the Series 2009 PILOT Bonds. 
Pursuant to the State Funding Agreement, the City Funding Portion and the State Funding Portion are to 
be funded at the later of ESDC�s filing of the condemnation petition and closing of the sale of the Series 
2009 PILOT Bonds.  Moneys received from the City and the State pursuant to the Public Funding 
Agreements will not be available to ArenaCo to make payments under the PILOT Agreement, nor will 
such moneys be available to the PILOT Bond Trustee to pay the principal of and premium, if any, and 
interest on the Series 2009 PILOT Bonds.  Neither the State nor the City is or shall become obligated 
to pay the principal or Accreted Value, as applicable, and premium, if any, of or interest on the 
Series 2009 PILOT Bonds, and neither the faith and credit nor the taxing power of the State or City 
is pledged to such payment. 

Additional Arena Project Financing 

Certain costs of the Arena Project will be paid by ArenaCo or its members as part of ArenaCo�s 
obligations under the Arena Lease Agreement.  As of October 31, 2009, ArenaCo or its members have 
expended approximately $71.5 million (which amount is net of $85 million of the City�s capital 
contribution) toward the $904.3 million total estimated Arena Project cost, which is comprised of site 
preparation, site work and pre-construction costs, permits, architecture and engineering costs, legal costs, 
development costs, and Arena Infrastructure costs, in anticipation of that obligation. 

As one of the Vacant Possession Release Conditions, ArenaCo will be obligated to deposit 
approximately $324.8 million (the �Additional Rent Amount�) into the Series 2009 Additional Rent 
Account in the PILOT Bonds Project Fund, which amount may ultimately be reduced to reflect prior 
expenditures made for the Arena Project and included in the budget for the Arena Project on and after 
November 1, 2009.  It is estimated that such deposit will cover the excess of the total remaining cost to 
achieve substantial completion of the Arena Project over the amount of Series 2009 PILOT Bond 
proceeds available for the Arena Project (the �Completion Cost�) and the funding of a portion of the 
Series 2009 PILOT Bonds Strike and Liquidity Reserve Requirement.  All payments on account of such 
obligation will be paid as Additional Rent under the Arena Lease Agreement and treated ultimately as 
equity of ESDC in the Arena Project.  At the time of the issuance of the Series 2009 PILOT Bonds, 
ArenaCo will not have funds sufficient to pay the Additional Rent Amount, but ArenaCo expects to raise 
sufficient funds prior to the Arena Project Effective Date from one or more of the following sources:  (a)  
the proceeds of the Purchase Price payable by the New Investor, subject to the New Investor entering into 
the Investment Agreement and consummating the transactions contemplated thereunder (for a description 
of the Investment Agreement and definitions of such terms, see �PROJECT PARTICIPANTS�The 
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Arena Developer, ArenaCo and New Jersey Basketball�Anticipated New Investment�), (b) additional 
financing at one or more of the parent companies of ArenaCo, including but not limited to Arena HoldCo, 
(c) additional equity contributions from the Arena Developer, its parent companies, and/or the New 
Investor, subject to the New Investor entering into the Investment Agreement and consummating the 
transactions contemplated thereunder, (d) additional equity contributions from the third parties or (e) any 
combination of the foregoing, in each case subject to the receipt of any applicable NBA approvals.  
Although ArenaCo expects that the necessary funds will be timely raised, there can be no assurance that 
the funds will be raised or that the amount of such funds will be sufficient to make the full payment of the 
Additional Rent Amount.  If such Additional Rent Amount is not paid, the Series 2009 PILOT Bonds will 
be subject to extraordinary mandatory redemption as described herein.  After such initial deposit, 
additional payments will be required on account of any Completion Cost if, as construction progresses, 
the actual cost to achieve substantial completion of the Arena Project exceeds ArenaCo�s initial estimate.  
Also in connection with the delivery of the Series 2009 PILOT Bonds, ArenaCo will be obligated to pay 
approximately $35.0 million (which amount shall be credited toward the Additional Rent Amount) for 
costs of issuance, closing costs and interest on the Series 2009 PILOT Bonds from their date of delivery 
to but not including July 15, 2010.  See �PLAN OF FINANCE�General�; see also 
�INTRODUCTION�Commencement Agreement� and �THE SERIES 2009 PILOT BONDS�
Extraordinary Mandatory Redemption.� 
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Summary of Basic Structure 

The diagram set forth below illustrates the basic structure of the transactions among the key participants 
in the Arena Project: 

  

The City of New York 
· Capital Contribution ($131 million) 
· Beneficiary under Non-Relocation 

Agreement 
· *Additional party to PILOT Agreement 

ESDC 
· Fee Simple Owner of Arena Premises 
· Ground Lessor 
· Recipient of PILOTs under PILOT Agreement 
· Beneficiary under Non-Relocation Agreement 
· Capital Contribution ($100 million) toward Atlantic Yards Project 

Infrastructure and Related Infrastructure

Ground Lease 

Non-Relocation Agreement 

New Jersey Basketball 
· Owner/Operator of New Jersey Nets 
· Provider of Non-Relocation Agreement 
· Licensee under Arena License 

Agreement 
· Recipient of all revenues that are not 

Arena Tenant Revenue 

Issuer 
· Ground Lessee 
· Lessor under Arena Lease Agreement 
· Issuer of Series 2009 PILOT Bonds 
· Recipient of Rent under Arena Lease 

Agreement 
· Beneficiary under Non-Relocation 

Agreement 

ArenaCo 
· Lessee under Arena Lease Agreement 
· Licensor under Arena License Agreement 
· Arena Tenant Revenue Owner 

Hunt Construction Group, Inc. 
Design/Build Contractor under Arena 

Design/Build Contract 

Arena Lease Agreement Arena License Agreement 

 
Arena Design/Build Contract 

PILOT Agreement* 

· Payor of the following from Arena Tenant Revenue 
   �   PILOTs 
   �   Rent 
   �   Operations and Maintenance Expenses 
   �   Capital Expenditures 
· Party to Arena Design/Build Contract 
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Certain Project Leases and Agreements; Arena Tenant Revenue; Applicability of League Rules 

Arena Premises Interim Lease Agreement 

The New York State Urban Development Corporation, a corporate governmental agency 
constituting a political subdivision and public benefit corporation of the State of New York, organized 
and existing pursuant to the New York State Urban Development Corporation Act, Chapter 174 of the 
Laws of New York of 1968, as amended and supplemented (the �UDC Act�), and doing business as 
ESDC, will be, upon the completion of condemnation proceedings and the closing under the Lot 7 Sale 
Purchase Agreement (as defined and described below), the fee owner of a substantial portion of 
approximately twenty-two (22) acres of land (inclusive of certain areas of air space) in the Borough of 
Brooklyn, New York (the �AY Project Site�), including a portion (the �Arena Premises�) upon which the 
Arena Project will be constructed.  While such condemnation proceedings will be undertaken in two (2) 
or more series of takings, that portion of the AY Project Site required to construct, open and operate the 
Arena Project will be included in the first taking.  ESDC and the Arena Developer will enter into an 
Agreement of Interim Lease (Arena Block, Arena Parcel) (the �Arena Premises Interim Lease 
Agreement�) pursuant to which the Arena Developer will lease the Arena Premises from ESDC as of the 
effective date of the Arena Premises Interim Lease Agreement, subject to Permitted Encumbrances (as 
defined in the Arena Premises Interim Lease Agreement), including without limitation the Arena Block 
Declaration and other easements granted to the MTA, LIRR, the Transit Authority, and the New York 
City Department of Environmental Protection (the �DEP�) and the MTA Indemnity Agreements.  ESDC 
will have the exclusive right, and has agreed, to pursue writs of assistance in obtaining vacant possession 
of any occupied parcels included in the Arena Premises.  The Arena Developer will be permitted to 
perform site work and other pre-construction activities on the Arena Premises.  ArenaCo will ultimately 
assume the obligations of the Arena Developer in the Arena Developer�s capacity as the tenant under the 
Arena Premises Interim Lease Agreement.  The Arena Premises Interim Lease Agreement contemplates 
that once vacant possession of the parcels that make up the first taking of land within the AY Project Site, 
including the Arena Premises, is achieved, the Ground Lease and the Arena Lease Agreement will take 
effect and the Arena Premises Interim Lease Agreement will terminate.  At its option, the Developer may 
waive vacant possession of certain parcels included within the first taking of land which are not included 
in the Arena Premises and instead opt to cause the effectiveness of the Ground Lease and Arena Lease 
Agreement to occur when vacant possession of only those parcels within the Arena Block (as such term is 
defined in the �Arena Block Declaration� referenced in �ARENA MANAGEMENT AND 
OPERATIONS�Project Leases and Agreements�Arena Block Declaration of Easements� below) is 
achieved. 

The Arena Premises Interim Lease Agreement will be held in escrow by the Document Agent 
pursuant to the Commencement Agreement, and, upon its release from escrow, a memorandum thereof 
will be recorded in the Office of the City Register, Kings County.  See �INTRODUCTION�
Commencement Agreement,� �APPENDIX E�SUMMARY OF THE ARENA PREMISES INTERIM 
LEASE AGREEMENT� and �APPENDIX K�SUMMARY OF THE COMMENCEMENT 
AGREEMENT.� 

Arena Lease Agreement and Ground Lease 

Upon the termination of the Arena Premises Interim Lease Agreement as described above, ESDC 
will lease the Arena Premises and the buildings and improvements to be constructed thereon, including 
the Arena, to the Issuer under a Ground Lease Agreement (the �Ground Lease�).  The Issuer, as the 
landlord, will simultaneously enter into an Agreement of Arena Lease (the �Arena Lease Agreement�) 
with ArenaCo, as the tenant, under which ArenaCo will sublease the Arena Premises and the buildings 
and improvements to be constructed thereon, including the Arena, for a term of approximately thirty-
seven (37) years (subject to extension and/or early termination as provided in the Arena Lease 
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Agreement) and will agree to construct, operate and maintain the Arena Project.  See �ARENA 
MANAGEMENT AND OPERATIONS�Project Leases and Agreements�Ground Lease� and ��
Arena Lease Agreement�; see also �APPENDIX G�SUMMARY OF THE ARENA LEASE 
AGREEMENT.�  The Ground Lease from ESDC to the Issuer will obligate the Issuer to lease the Arena 
Project and the Arena Premises to ArenaCo pursuant to the Arena Lease Agreement.  The League Rules, 
and/or any future changes thereto, may affect the ability of ArenaCo to perform its obligations and/or to 
exercise its rights under the Arena Lease Agreement.  See ��Applicability of League Rules� below.  
Pursuant to the Arena Lease Agreement, ArenaCo will be obligated to fund the Completion Cost.  To 
satisfy certain of its obligations under the PILOT Bonds Indenture, the Issuer will enter into a PILOT 
Bonds Partial Lease Assignment (the �PILOT Bonds Partial Lease Assignment�) pursuant to which the 
Issuer will assign to the PILOT Bond Trustee all of its right, title and interest in certain representations, 
warranties and covenants of ArenaCo under the Arena Lease Agreement.  See �ARENA 
MANAGEMENT AND OPERATIONS�Project Leases and Agreements.�   

In addition to requiring ArenaCo to enter into the Nets License Agreement (as defined and 
described below), the Arena Lease Agreement permits ArenaCo to use and occupy the Arena Project and 
the Arena Premises year-round for any and all accessory and incidental uses relating to Home Games, 
including, without limitation, the operation (including by sublease or license to third parties) of retail 
establishments, concession facilities (including sit-down restaurants) and clubs, and for any and all other 
lawful purposes, including but not limited to the staging of other entertainment, religious, sporting, 
cultural, theatrical, recreational, promotional, community and civic events, such as concerts, rodeos, 
circuses, ice skating shows, convocations, private parties, commercial film and television shoots, fashion 
shows, meetings, conventions, intercollegiate sporting events, auctions and tours.  In connection with all 
such events and activities (but in each case subject to the terms of each license agreement into which 
ArenaCo may enter), ArenaCo will have the sole and exclusive right to charge, collect and retain Arena 
Tenant Revenue and to determine, in its sole discretion, the prices and terms of admission, usage and/or 
license fees for such events and activities at and the use of the Arena Project, and may, subject to 
compliance with the Arena Lease Agreement, enter into one (1) or more agreements or arrangements 
pursuant to which other parties may share in all or a portion of the Arena Tenant Revenue.  Furthermore, 
the Arena Lease Agreement provides that ArenaCo may enter into a variety of advertising and 
sponsorship agreements, including but not limited to agreements with a party (or parties) granting such 
party (or parties) the right to designate the name of the Arena and (A) the right to include such party�s 
name, product name, logo and/or corporate identifiers in the name of the Arena, (B) the right to have such 
name, logo and/or corporate identifiers prominently displayed on the interior and, subject to the 
provisions of the Arena Lease Agreement, on the exterior of, and on and around the entrances of the 
Arena, and on the Arena apron, as part of the name of the Arena, and (C) such other rights and benefits 
which are customarily included in the grant of the rights described in clauses (A) and (B) above 
(collectively, �Naming Rights�). 

Simultaneously with the execution of the Arena Lease Agreement, ESDC will enter into a 
recognition agreement with ArenaCo (the �Recognition Agreement�) pursuant to which ESDC will agree 
to recognize ArenaCo as the tenant under the Arena Lease Agreement if the Ground Lease is terminated, 
provided that no Event of Default has occurred and is continuing under the Arena Lease Agreement and 
subject to the other conditions contained in the Recognition Agreement.  The Ground Lease, the Arena 
Lease Agreement and the Recognition Agreement will be held in escrow by the Document Agent 
pursuant to the Commencement Agreement, and the Ground Lease, the Recognition Agreement and a 
memorandum of the Arena Lease Agreement will be recorded in the Office of the City Register, Kings 
County.  See �INTRODUCTION�Commencement Agreement� and �APPENDIX K�SUMMARY OF 
THE COMMENCEMENT AGREEMENT.� 
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Arena Tenant Revenue 

ArenaCo will use Arena Tenant Revenue to make PILOTs under the PILOT Agreement, to pay 
Rent under the Arena Lease Agreement, and to pay certain costs of operating and maintaining the Arena 
Project.  �Arena Tenant Revenue� means any and all revenues derived from any source that are generated 
by and associated with the operation or use of the Arena Project, including but not limited to revenues 
derived from all events and activities of any kind and manner at the Arena, and consisting of, but not 
limited to, all cash and receivables (subject to the Nets License Agreement and the League Rules) relating 
to ticket sales, luxury suite license fees, seat licenses, facility fees, food and beverage concessions, 
Naming Rights, club seats, novelties, memorabilia, broadcast rights, Internet service and technology, club 
memberships, signage and other advertising, product rights, and lease or licensing (or subleasing or sub-
licensing) fees, but excluding any payments or other amounts due to the Issuer, ESDC or any contracting 
party other than ArenaCo under the terms of the Arena Lease Agreement and the Nets License Agreement 
and as the right to collect and/or retain the same may be limited by the League Rules.  Certain Arena-
related revenues are specifically reserved to the Nets under the Nets License Agreement, and such 
revenues are hereinafter referred to as �Nets Team Revenue.�  The manner in which certain Arena-related 
revenues are modified or limited by the terms of the Nets License Agreement with respect to being 
designated as Arena Tenant Revenue is described below under ��Nets License Agreement.�  See also 
�APPENDIX I�SUMMARY OF THE NETS LICENSE AGREEMENT.� 

Nets License Agreement 

Simultaneously with the execution and delivery of the Ground Lease and the Arena Lease 
Agreement, ArenaCo and New Jersey Basketball will enter into an Arena License Agreement (the �Nets 
License Agreement�) under which ArenaCo will grant to New Jersey Basketball a license to use the Arena 
on the terms and conditions contained therein, including that the Arena is to be used for the playing of 
Home Games and other events for an initial term beginning on the date of the first Home Game of the 
first National Basketball Association (�NBA�) season following the completion of the Arena, subject to 
certain conditions precedent, and New Jersey Basketball will be obligated to pay an annual License Fee 
(and certain other fees) to ArenaCo for the use and occupancy of the Arena, all as described herein and in 
the Nets License Agreement.  �Home Game� means a game played by the Nets in the NBA pre-season, 
regular season or post-season and for which the Nets (and not the opposing team) has the right to 
designate the location of such game.  The Nets is also permitted access to the Arena as early as is 
commercially reasonable (and so long as such access is not prohibited or impractical as a result of the 
scheduling of other events at the Arena) prior to the commencement date of the Nets License Agreement 
(at no additional charge to the Nets) for the purpose of conducting marketing events and other marketing 
purposes; for installing fixtures, furnishings, and equipment in, and the stocking and setting up of �Team 
Areas� (as defined in the Nets License Agreement) such as the equipment rooms, storage space, locker 
room, training rooms, coaches�, trainers� and other New Jersey Basketball staff offices, players� lounge, 
and any office reception area reserved for Nets use; and for conducting Nets practices to acclimate 
players, coaches, and other Nets personnel to the Arena�s playing conditions.  Under the terms of the Nets 
License Agreement, ArenaCo will retain the right to collect and keep certain Arena-related revenues that 
will be, as and when received, a part of Arena Tenant Revenue, as follows: all revenues and rights to 
revenues (including any and all cash and receivables) arising out of or relating to luxury suite premiums 
(i.e., exclusive of any Ticket Component); food, beverage and merchandise concessions (exclusive of 
merchandise bearing the Nets name or logo or any other NBA intellectual property); advertising at the 
Arena (subject to the Nets� exclusive rights to sell and retain all revenues from (i) Courtside Advertising 
(as defined in the Nets License Agreement), (ii) advertising appearing on telescreens, electronic 
scoreboards, LED rings, and public address systems to the extent that such advertising pertains 
specifically to the playing of, or is shown or displayed solely at, Home Games, (iii) advertising appearing 
in Nets programs and on tickets to Home Games (other than advertising on tickets sold at or processed 
through Arena box office facilities), (iv) game day promotions such as �hat night,� and (v) other sources 
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typically controlled by NBA teams on game days, as well as certain other rights reserved by the Nets 
under the Nets License Agreement); and certain revenues arising generally from ArenaCo�s contractual 
agreements and from the licensing or staging of non-Nets events held at the Arena (including $10 million 
in Naming Rights Fees that shall be payable to ArenaCo pursuant to the Barclays Center Naming Rights 
Agreement and Naming Rights Agreement Assignment, other signage/advertising revenues received 
under founding partner agreements and sponsorship agreements (collectively, �Founding 
Partner/Sponsorship Agreements�) and other contracts for advertising at the Arena, luxury suite 
premiums and revenues from food, beverage and merchandise concessions (including pursuant to the 
assignments thereof to ArenaCo by the Arena Developer, as applicable)). 

See �ARENA MANAGEMENT AND OPERATIONS�Organizational Structure�Allocation of 
Revenue�; �ARENA MANAGEMENT AND OPERATIONS�Project Leases and Agreements�Nets 
License Agreement� and �ARENA MANAGEMENT AND OPERATIONS �Arena Tenant Revenue�; 
�APPENDIX I�SUMMARY OF THE NETS LICENSE AGREEMENT�; �APPENDIX R�FORM OF 
FOUNDING PARTNER/SPONSORSHIP AGREEMENT� and �APPENDIX S�FORM OF SUITE 
LICENSE AGREEMENT.� 

Non-Relocation Agreement 

The City, ESDC, the Issuer, and New Jersey Basketball will enter into a Non-Relocation 
Agreement (the �Non-Relocation Agreement�), pursuant to which New Jersey Basketball will be required 
to cause the Nets to play substantially all of its Home Games at the Arena, commencing on the earlier of 
the date (a) on which the Nets first commences playing Home Games at the Arena, and (b) of the opening 
of the first �NBA Season� (which term is defined in the Non-Relocation Agreement to mean the NBA 
Regular Season together with any playoff or championship games in which the Nets is scheduled to 
participate after the end of such NBA Regular Season) immediately following the later of (x) Substantial 
Completion (as such term is defined in the Non-Relocation Agreement) of the Arena and (y) if a 
Temporary Relocation (as such term is defined in the Non-Relocation Agreement) has occurred prior to 
Substantial Completion, the end of the Temporary Relocation, subject to the League Rules.  New Jersey 
Basketball�s obligations under the Non-Relocation Agreement will terminate on the earliest to occur of (i) 
the thirty-seventh (37th) anniversary of the effective date of the Non-Relocation Agreement, (ii) the 
abandonment of the Arena Project prior to the date of the opening of the first NBA Season or (iii) the 
thirtieth (30th) anniversary of the effective date of the Non-Relocation Agreement if on or prior to such 
date all bonds, debentures, loans, credit facilities or other financing or liability issued, facilitated or 
incurred by the Issuer in connection with the acquisition, construction, development or operation of the 
Arena Project have been indefeasibly paid or otherwise satisfied in full.  The Non-Relocation Agreement 
will provide that the Nets may play any number of pre-season Home Games, up to two (2) regular season 
Home Games per NBA Regular Season and any number of post-season Home Games in alternate venues 
so long as, except as otherwise provided under the League Rules applicable generally to all NBA 
members which are intended to deal with the different number of home games played by opposing teams 
in a post-season series, the Nets� opponent in any post-season series will be scheduled to play an equal or 
greater number of its home games in such series outside of the city, municipality or similar local 
jurisdiction in which its �NBA Regular Season� (which term is defined in the Non-Relocation Agreement 
to mean the regular NBA season exclusive of any preseason, exhibition, all-star and championship games) 
home venue is located; and provided further, that playing at such alternate venue is imposed by 
application of the League Rules and not pursuant to a voluntary election by the Nets.  Additionally, the 
Non-Relocation Agreement permits the Nets to play Home Games in a venue other than the Arena during 
the construction of the Arena Project and until the later of (i) the substantial completion of the Arena 
Project, as defined in the Non-Relocation Agreement, and (ii) the commencement of the 2012-2013 NBA 
Regular Season.  The Non-Relocation Agreement also provides an exception to the requirement that the 
Nets play all Home Games at the Arena for certain NBA player or NBA referee labor disputes, provided 
that the Nets is not playing Home Games elsewhere during any such period of work-stoppage, slowdown, 
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walkout or lockout (to the extent the Nets might otherwise be able to play with replacement referees).  In 
addition, subject to the terms and conditions of the Non-Relocation Agreement, in the event of a casualty, 
force majeure or condemnation action, the Nets may play Home Games in another location until such 
conditions are remediated or repaired.  In the event New Jersey Basketball breaches its obligations under 
the Non-Relocation Agreement, the City, ESDC and the Issuer are entitled to seek declaratory relief or an 
equitable remedy, including specific performance of the Nets� obligation to play its Home Games at the 
Arena.  Additionally, if a �Relocation� under the Non-Relocation Agreement occurs, and the City, ESDC, 
or the Issuer is unable to obtain an injunction or award of specific performance, ESDC will have the right 
to recover liquidated damages from New Jersey Basketball as specified in the Non-Relocation 
Agreement.  See �ARENA MANAGEMENT AND OPERATIONS�Project Leases and Agreements�
Non-Relocation Agreement,� �APPENDIX J�SUMMARY OF THE NON-RELOCATION 
AGREEMENT� and �RISK FACTORS AND INVESTMENT CONSIDERATIONS�Risks Associated 
with Operations�Team Relocation Risk.� 

Applicability of League Rules 

New Jersey Basketball�s obligations to play Home Games at the Arena under the Non-Relocation 
Agreement are subject in all respects to the League Rules.  In addition, the Nets License Agreement 
provides that the manner of conduct of New Jersey Basketball�s activities at the Arena in conjunction 
with Home Games or other Nets or NBA events is subject to the League Rules.  The �League Rules� 
include all of the mandates, rules, regulations, policies, bulletins, directives, memoranda, resolutions and 
agreements of the NBA (or its members generally), the other NBA Entities, their respective governing 
bodies (including, without limitation, the NBA Board of Governors and the committees thereof), and the 
NBA Commissioner generally applicable to members of the NBA, as they presently exist or as they may, 
from time to time, be entered into, created or amended, including, without limitation, the Constitution and 
By-Laws of the NBA (the �NBA Constitution�), any Collective Bargaining Agreement between the NBA 
and the National Basketball Players Association (�NBPA�) and any other Collective Bargaining 
Agreement to which the NBA is a party then in force (as in effect from time to time, the �CBA�), all 
current and future television, radio and other agreements involving the telecast of NBA games, and all 
resolutions of the NBA Board of Governors or any committee thereof.  The �NBA Entities� are, 
collectively, the NBA, NBA Properties, Inc., NBA Media Ventures, LLC, NBA Development League 
Holdings, LLC, WNBA Holdings, LLC, any other entity formed generally by the NBA members and 
each direct and indirect subsidiary of any of the foregoing, and each of their respective successors and 
assigns. 

The Arena Lease Agreement will require that the Arena be constructed, operated and maintained 
as a first-class, high quality (subject to ordinary wear and tear and obsolescence) professional sports 
venue and in compliance with the League Rules.  By definition, the �League Rules� include the minimum 
standards which, pursuant to the NBA Constitution, the NBA Commissioner has the power to establish 
from time to time for the design, construction, and operation of �NBA-quality arenas� (as such term is 
used in the NBA Constitution) (the �NBA Facility Standards�).  Because the Arena will be a newly-
constructed arena, all designs, plans and specifications for the Arena must comply with the NBA Facility 
Standards and the construction of the Arena must be determined by the NBA to be completed in 
substantial compliance with the NBA Facility Standards prior to the time any Home Game is held at the 
Arena. 

As discussed above and in further detail herein, the League Rules, and/or any future changes 
thereto, may affect the ability of New Jersey Basketball and/or ArenaCo to perform their respective 
obligations and/or to exercise their respective rights under various agreements, including, but not limited 
to, the Non-Relocation Agreement, the PILOT Agreement, the Leasehold PILOT Mortgages, the Arena 
Lease Agreement, the Nets License Agreement and/or other agreements to which New Jersey Basketball 
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and/or ArenaCo is a party (including by assignment).  See �RISK FACTORS AND INVESTMENT 
CONSIDERATIONS�Risks Associated with Operations�National Basketball Association.� 

Other Agreements 

Arena Completion Guaranty.  Under the Arena Lease Agreement, ArenaCo is required to deliver 
a completion guaranty (the �Arena Completion Guaranty�) from Forest City Enterprises, Inc., an Ohio 
corporation and affiliate of ArenaCo (�FCE�), to the Issuer and ESDC guarantying the substantial 
completion of the Arena and the Arena Infrastructure (including the Transit Improvements and the Urban 
Experience) in accordance with the terms of the Arena Lease Agreement.  If called upon under the Arena 
Completion Guaranty to construct and achieve substantial completion of the Arena and Arena 
Infrastructure, FCE will also guaranty that all costs in connection with such work are paid and performed 
in a lien-free condition.   FCE�s obligation to substantially complete the Arena and Arena Infrastructure is 
conditioned on the PILOT Bond Trustee not being in default of its obligations to disburse the proceeds of 
the Series 2009 PILOT Bonds.  The Arena Completion Guaranty will be held in escrow by the Document 
Agent pursuant to the Commencement Agreement.  The Arena Completion Guaranty is not (and will 
not be) assigned to the PILOT Bond Trustee, and holders under the Series 2009 PILOT Bonds will 
not have any rights under the Arena Completion Guaranty.  See �INTRODUCTION�
Commencement Agreement� and �APPENDIX V�SUMMARY OF COMPLETION GUARANTY.� 

Lot 7 Sale and Purchase Agreement.  The MTA will enter into a Sale-Purchase Agreement (the 
�Lot 7 Sale and Purchase Agreement�) with the Arena Developer granting the Arena Developer the right 
to purchase Block 1119, Lot 7 on the Borough of Brooklyn Tax Map (�Lot 7�) for a basic purchase price 
of $20 million, plus, if the closing thereunder occurs after January 1, 2010, interest on the basic purchase 
price from January 1, 2010 through the closing thereunder at the rate of five percent (5%) per annum (the 
�Purchase Price Interest Payment�).  The Lot 7 Sale and Purchase Agreement will be held in escrow by 
the Document Agent pursuant to the Commencement Agreement.  Payment of the basic purchase price is 
secured by a letter of credit that will be held by the Document Agent in accordance with the 
Commencement Agreement.  Payment of the Purchase Price Interest Payment is secured by the letter of 
credit that will be delivered by RailCo in connection with the Temporary Yard Work.  See �THE ARENA 
PROJECT�Arena Project Development�Related Infrastructure�Temporary Yard.�  In accordance 
with the Lot 7 Sale and Purchase Agreement and the Commencement Agreement, the Arena Developer 
will designate ESDC to receive the deed for Lot 7.  Under the terms of the Lot 7 Sale and Purchase 
Agreement, Lot 7 may be conveyed subject to certain judgment liens and an existing mortgage.  The 
MTA is obligated to cause the same to be removed from record after the closing thereunder. 

Lot 47 Sale Agreement.  Simultaneously with the execution of the Lot 7 Sale and Purchase 
Agreement, ESDC, the MTA and RailCo, an affiliate of FCRC, will enter into Transfer Agreement (Lot 
47) (the �Lot 47 Sale Agreement�), pursuant to which ESDC will transfer the portion of Block 1121, Lot 
47 on the Borough of Brooklyn Tax Map below a limiting plane to the MTA for a purchase price of 
$10.00.  The closing of the Lot 47 Sale Agreement will occur simultaneously with the closing of the Lot 7 
Sale and Purchase Agreement. 

Lot 42 Sale Agreement.  Simultaneously with the execution of the Lot 7 Sale and Purchase 
Agreement, ESDC, the MTA and RailCo will also enter into Transfer Agreement (Lot 42) (the �Lot 42 
Sale Agreement�), pursuant to which ESDC will transfer a portion of Block 1121, Lot 42 on the Borough 
of Brooklyn Tax Map below a limiting plane to the MTA (the �Lot 42 MTA Premises�) for a purchase 
price of $10.00.  The closing of the Lot 42 Sale Agreement will occur on the earliest of (x) two (2) 
Business Days after ESDC secures vacant possession of the Lot 42 MTA Premises, (y) such date after the 
first anniversary of the execution of the Commencement Agreement on which the MTA elects to cause 
the closing thereunder to occur and (z) such date that is twenty-four (24) months after the Vesting Title 
Release Date (as such term is defined in the Commencement Agreement) (but in no event will the closing 
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under the Lot 42 Sale Agreement occur prior to the closing under the Lot 7 Sale and Purchase 
Agreement). 

MTA Indemnity Agreements.  The Arena Developer will be entering into indemnity agreements 
in favor of the MTA and LIRR and in favor of the Transit Authority indemnifying these parties against 
damage to their properties and claims arising from injuries to persons which may result from the 
construction of the Arena Project (collectively, the �MTA Indemnity Agreements�).  The MTA Indemnity 
Agreements will also contain certain requirements for construction that may affect the MTA, LIRR and 
the Transit Authority and will mandate the maintenance of certain insurance coverages during 
construction.  The MTA Indemnity Agreements will be recorded against the Arena Premises and will be 
superior to the Arena Premises Interim Lease Agreement, the Ground Lease, the Arena Lease Agreement 
and the Leasehold PILOT Mortgages. 

MG Set Easement.  ESDC, the MTA, LIRR and the Interim Developer will enter into a 
Substation and Motor Generator Easement that provides, inter alia, for a temporary easement benefiting 
the MTA and LIRR for continued use of and access to the motor generator set (the �MG Set�) currently 
located along the northern edge of the Arena Premises (the �Existing MG Set�).  Upon installation of a 
new MG Set in accordance with a license agreement to be entered into by RailCo with the MTA and 
LIRR, the temporary easement on the Arena Parcel will automatically terminate.  Until an access road to 
the existing MG Set is installed by RailCo in accordance with such license agreement, which is 
anticipated to be complete prior to the closing of the purchase of Lot 7, or the relocation occurs, the MTA 
and LIRR will have temporary access to the MG Set through the Arena Premises.  Delay in the 
performance of this work could delay the construction of the Arena Project. 

Each of these other agreements will be held in escrow by the Document Agent pursuant to the 
Commencement Agreement.  See �INTRODUCTION�Commencement Agreement� and 
�APPENDIX K�SUMMARY OF THE COMMENCEMENT AGREEMENT.� 

PILOT Agreement and PILOT Assignment 

So long as ESDC holds fee title to the Arena Premises and the Arena Project, no general ad 
valorem real estate taxes (other than assessments for local improvements) will be payable to the City by 
ESDC, the Issuer or ArenaCo or any other person with respect to the Arena Premises or the Arena 
Project.  However, the City, the Issuer, ESDC and ArenaCo will enter into a Payment-in-Lieu-of-Tax 
Agreement (Arena) (the �PILOT Agreement�) under which ArenaCo will be required to make PILOTs to 
ESDC.  ESDC will agree under the PILOT Agreement to pay or cause to be paid to the City, or as the 
City may otherwise provide by assignment or other agreement, the PILOTs received under the PILOT 
Agreement.   

ESDC, the Issuer, the PILOT Bond Trustee, The Bank of New York Mellon (the �PILOT 
Trustee�) and the City will enter into a PILOT Assignment and Escrow Agreement (Arena) (the �PILOT 
Assignment�), pursuant to which the City, as the municipality to which ad valorem taxes with respect to 
the Arena Project and the Arena Premises, but for ESDC�s ownership of such real property, would be 
owed, as part of the City�s participation in the Arena Project, will expressly agree, among other things, to 
forego receipt of the PILOTs it would have otherwise been entitled to receive.  Furthermore, pursuant to 
the PILOT Assignment, ESDC will, among other things, assign to the PILOT Trustee all of its right to 
and interest in all PILOTs due or to become due under the PILOT Agreement and any and all other of its 
rights and remedies under or arising out of the PILOT Agreement, except for Unassigned PILOT Rights.  
PILOT Revenues of the Issuer collected on behalf of the Issuer by the PILOT Trustee will be transferred 
to the PILOT Bond Trustee pursuant to the PILOT Assignment. 
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The Series 2009 PILOT Bonds are special limited obligations of the Issuer, the principal of and 
premium, if any, and interest on which are payable solely out of and secured by (i) the PILOT Revenues 
derived and to be derived from PILOTs received by the PILOT Trustee on behalf of the Issuer; (ii) all 
right, title and interest of the PILOT Bond Trustee in the Debt Service and Reimbursement Fund held by 
the PILOT Trustee under the PILOT Assignment; and (iii) certain funds and accounts held by the PILOT 
Bond Trustee under the PILOT Bonds Indenture.  See �APPENDIX M�SUMMARY OF THE PILOT 
AGREEMENT� and �APPENDIX N�SUMMARY OF THE PILOT ASSIGNMENT.� 

Enforcement of PILOTs 

The obligation of ArenaCo under the PILOT Agreement to make PILOTs to ESDC with respect 
to each separate PILOT Tax Year will be secured by a separate Leasehold PILOT Mortgage for each such 
PILOT Tax Year granted by ArenaCo to ESDC and assigned to the PILOT Trustee, encumbering 
ArenaCo�s leasehold interest under the Arena Lease Agreement in and to the Arena Premises and the 
Arena Project (each, a �Leasehold PILOT Mortgage� and, collectively, the �Leasehold PILOT 
Mortgages�).  Each Leasehold PILOT Mortgage is (i) subject and subordinate to those Leasehold PILOT 
Mortgages securing ArenaCo�s PILOT obligations corresponding to all succeeding PILOT Tax Years and 
(ii) paramount in lien to those Leasehold PILOT Mortgages securing ArenaCo�s PILOT obligations 
corresponding to all preceding PILOT Tax Years.  See �SOURCES OF PAYMENT AND SECURITY 
FOR THE SERIES 2009 PILOT BONDS�Summary of Collection and Application of PILOTs.�  If the 
PILOT Trustee should foreclose any Leasehold PILOT Mortgage as to a PILOT Tax Year for which 
PILOTs were not paid (in whole or in part), any sale of ArenaCo�s interest in and to the Arena Premises 
and the Arena Project upon foreclosure would be subject to the liens of the Leasehold PILOT Mortgages 
for later years.  Each Leasehold PILOT Mortgage is also subordinate to the Permitted Encumbrances.  See 
�APPENDIX N�SUMMARY OF THE PILOT ASSIGNMENT� and �APPENDIX O�SUMMARY OF 
THE LEASEHOLD PILOT MORTGAGES.� 

The Leasehold PILOT Mortgages will secure the making of PILOTs by ArenaCo to ESDC under 
the PILOT Agreement and will be assigned to the PILOT Trustee pursuant to an Assignment of 
Leasehold PILOT Mortgages (the �PILOT Mortgages Assignment�).  Accordingly, the Leasehold 
PILOT Mortgages are not (and will not be) assigned to the PILOT Bond Trustee and will not 
constitute security for the Series 2009 PILOT Bonds.  Holders of the Series 2009 PILOT Bonds  will 
have no rights under the Leasehold PILOT Mortgages, and the Series 2009 PILOT Bonds will not 
be secured by any interest in the Arena Project, the Arena Premises or any other portion of the 
Atlantic Yards Project.   

PILOT Revenues 

Under the PILOT Agreement, ArenaCo will pay, as PILOTs, the amounts set forth on a schedule 
to the PILOT Agreement (�Scheduled PILOTs�), and the PILOTs payable for each PILOT Period are 
expected to be in an amount sufficient to pay debt service, Bond Fees and any other amounts regularly 
payable with respect to the Series 2009 PILOT Bonds under the PILOT Bonds Indenture (collectively, the 
�Bond Payment Requirement� for the Series 2009 PILOT Bonds) for the corresponding Payment Period.  
Pursuant to the PILOT Assignment, the PILOT Trustee establishes the PILOT Fund, into which fund the 
PILOT Trustee will deposit all PILOT Receipts and any other amounts required or permitted to be 
deposited therein pursuant to the provisions of the PILOT Assignment.  Immediately upon receipt by the 
PILOT Trustee from the PILOT Bond Trustee of a certificate (the �PILOT Certificate�) setting forth the 
Bond Payment Requirement for the next succeeding Payment Period, and in any event no later than 
January 5 or July 5, as applicable, PILOT Receipts in an amount equal to the Bond Payment Requirement 
set forth in such PILOT Certificate will be transferred to the Debt Service and Reimbursement Fund 
established under the PILOT Assignment and held by the PILOT Trustee.  Amounts held in the Debt 
Service and Reimbursement Fund, on each date on which PILOT Receipts are deposited therein, are to be 
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immediately transferred to the PILOT Bond Trustee as the Issuer�s PILOT Revenues.  See 
�APPENDIX N�SUMMARY OF THE PILOT ASSIGNMENT.�  Pursuant to the PILOT Bonds 
Indenture, the PILOT Bond Trustee will deposit or cause to be deposited all PILOT Revenues into the 
PILOT Bonds Revenue Fund immediately upon the receipt of such PILOT Revenues.  See �SOURCES 
OF PAYMENT AND SECURITY FOR THE SERIES 2009 PILOT BONDS�PILOT Bonds Indenture�
Flow of Funds under the PILOT Bonds Indenture.� 

Notwithstanding the foregoing, under the PILOT Agreement, PILOTs, including Scheduled 
PILOTs, may not exceed the amount of City ad valorem real estate taxes and assessments that otherwise 
would have been levied with respect to the Arena Project and the Arena Premises by the City�s 
Department of Finance but for ESDC�s ownership interest in the Arena Premises and the Arena Project.  
See �SOURCES OF PAYMENT AND SECURITY FOR THE SERIES 2009 PILOT BONDS�
Summary of Collections and Applications of PILOTs�Projected PILOT� and �RISK FACTORS AND 
INVESTMENT CONSIDERATIONS�Risks Associated with PILOTs.�   

Additional PILOT Bonds 

Subject to certain conditions described herein under �SOURCES OF PAYMENT AND 
SECURITY FOR THE SERIES 2009 PILOT BONDS,� and provided that at the relevant time no Event 
of Default exists under the PILOT Bonds Indenture, the Issuer may issue Additional PILOT Bonds on a 
parity with, or subordinated to, the Series 2009 PILOT Bonds for any one (1) or more of the following 
purposes: (i) to provide for the costs of design, development, acquisition, construction and equipping of 
the Arena Project, (ii) to provide funds necessary to complete the Arena Project, (iii) to provide funds in 
excess of Restoration Funds to repair, relocate, replace, rebuild or restore the Arena in the event of 
damage, destruction or taking by eminent domain, (iv) to provide funds for extensions, additions, 
improvements or facilities to the Arena, the purpose of which must constitute a �project� within the 
meaning of the UDC Act, or (v) to refund Outstanding PILOT Bonds (or other obligations issued on a 
parity therewith) (�Refunding PILOT Bonds�).  Under current Internal Revenue Service rules, interest on 
any Additional PILOT Bonds which are not Refunding PILOT Bonds would not be excluded from gross 
income for federal income tax purposes.  See �SOURCES OF PAYMENT AND SECURITY FOR THE 
SERIES 2009 PILOT BONDS�Additional PILOT Bonds.� 

Risk Factors 

 There are risks associated with the purchase of the Series 2009 PILOT Bonds.  See �RISK 
FACTORS AND INVESTMENT CONSIDERATIONS� for a discussion of certain of these risks. 

THE ISSUER 

General 

The Issuer is a not-for-profit local development corporation created by a resolution of the 
members of the NYJDA, dated April 8, 2008, which resolution was adopted pursuant to the powers 
granted to the NYJDA by Section 1804(13).  The Issuer is an instrumentality of the State, separate and 
apart from the State itself, the NYJDA and ESDC.  The Issuer has no taxing power.  The Issuer�s principal 
office is located at 633 Third Avenue, New York, New York 10017. 

The Issuer was formed to finance certain components of the Atlantic Yards Project, including the 
design, development and construction of the Arena Project and, if deemed beneficial to the overall 
Atlantic Yards Project, the infrastructure and land related to such project, all for the public objective of 
removing blight, relieving and reducing unemployment, promoting and providing for additional and 



 

- 18 - 

maximum employment, bettering and maintaining job opportunities, and lessening the burdens of 
government of the State and the NYJDA. 

Members; Directors; Corporate Management 

The Issuer has a membership body of two (2) members (each a �Member�) that is divided into 
two (2) classes: the Class A Member and the Class B Member.  Each class represents one (1) unit of 
membership interest in the Issuer.  The Class A Member of the Issuer is the Governor of the State of New 
York, and the Class B Member of the Issuer is the NYJDA.  The Issuer may not issue any additional 
membership interests except as may be approved by a unanimous vote of all the Members.  No 
membership interest may be assigned or otherwise transferred without the prior written consent of all 
other Members. 

The board of directors of the Issuer (the �Board�) consists of six (6) directors, three (3) of whom 
are elected and appointed by the Class A Member and three (3) of whom are elected and appointed by the 
Class B Member.  The six (6) directors are classified into three (3) categories, each including one (1) 
director elected by the Class A Member and one (1) director elected by the Class B Member.  The first 
category consists of directors elected for a term expiring at the annual meeting of the Board to be held in 
2009, the second category consists of directors elected for a term expiring at the annual meeting to be 
held in 2010 and the third category consists of directors elected for a term expiring at the annual meeting 
to be held in 2011.  Subsequent directors elected to succeed those directors whose terms have expired are 
to be elected for a term of office to expire at the third succeeding annual meeting of the Board after their 
election.  However, directors continue to serve in office until their successors have been appointed and 
qualified. 

The Issuer�s present directors (with the year in which his or her term expires) and officers are as 
follows: 

Directors 

Arana Hankin, 2009 
Peter Kiernan, 2010 
Robert L. Megna, 2011 
Robert Godley, 2009 
Frances Walton, 2010 
Anita Laremont, 2011 

Officers 

Frances Walton, Chairperson of the Board and Vice President 
Anita Laremont, Secretary 
Douglas Wehrle, President 
Robert Godley, Treasurer 
Jonathan Beyer, Assistant Secretary 

Special Limited Obligations 

THE SERIES 2009 PILOT BONDS ARE SPECIAL LIMITED OBLIGATIONS OF THE 
ISSUER PAYABLE SOLELY FROM AND SECURED BY THE PILOT REVENUES DERIVED 
AND TO BE DERIVED FROM PILOTS RECEIVED BY THE ISSUER, ALL RIGHT, TITLE AND 
INTEREST OF THE PILOT BOND TRUSTEE IN THE DEBT SERVICE AND REIMBURSEMENT 
FUND HELD BY THE PILOT TRUSTEE UNDER THE PILOT ASSIGNMENT, AND CERTAIN 
FUNDS AND ACCOUNTS HELD BY THE PILOT BOND TRUSTEE UNDER THE PILOT BONDS 
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INDENTURE.  NONE OF THE STATE, THE CITY AND ESDC IS OR SHALL BE OBLIGATED 
TO PAY THE PRINCIPAL OF OR INTEREST ON THE SERIES 2009 PILOT BONDS, AND 
NEITHER THE FAITH AND CREDIT NOR THE TAXING POWER OF THE STATE OR THE 
CITY IS PLEDGED TO SUCH PAYMENT.  THE ISSUER HAS NO TAXING POWER. 

NONE OF THE MEMBERS, DIRECTORS OR OFFICERS OF THE ISSUER, OR ANY 
PERSON EXECUTING THE SERIES 2009 PILOT BONDS, SHALL BE PERSONALLY LIABLE 
FOR THE PAYMENT OF, OR BE SUBJECT TO ANY PERSONAL LIABILITY OR 
ACCOUNTABILITY WITH RESPECT TO, THE SERIES 2009 PILOT BONDS.  
ACCORDINGLY, NO FINANCIAL INFORMATION WITH RESPECT TO THE ISSUER OR 
ITS MEMBERS, DIRECTORS OR OFFICERS HAS BEEN INCLUDED IN THIS OFFICIAL 
STATEMENT. 

THE ISSUER HAS NOT VERIFIED, AND DOES NOT REPRESENT IN ANY WAY, THE 
ACCURACY OR COMPLETENESS OF ANY OF THE INFORMATION SET FORTH IN THIS 
OFFICIAL STATEMENT OTHER THAN INFORMATION SET FORTH UNDER THE 
HEADINGS �THE ISSUER,� �PROJECT PARTICIPANTS�THE ISSUER� AND 
�LITIGATION� (INSOFAR AS SUCH INFORMATION RELATES TO THE ISSUER) HEREIN. 

THE SERIES 2009 PILOT BONDS 

General 

The Series 2009 PILOT Bonds will be dated the date of delivery and will be issued in the 
respective aggregate principal amounts, and will mature, as set forth on the inside cover page hereof.  The 
Series 2009 PILOT Bonds are subject to redemption prior to maturity as set forth below under ��
Redemption.� 

The Series 2009 PILOT Bonds will be issued in authorized denominations of $5,000 or any 
integral multiple thereof.  The Series 2009 PILOT Bonds will be registered with DTC or its nominee to be 
held in DTC�s book-entry only system (the �Book-Entry Only System�).  So long as the Series 2009 
PILOT Bonds are held in the Book-Entry Only System, DTC (or a successor securities depository) or its 
nominee will be the registered owner of the Series 2009 PILOT Bonds for all purposes of the PILOT 
Bonds Indenture, and payments of principal of and interest on the Series 2009 PILOT Bonds will be made 
solely through the facilities of DTC.  See �APPENDIX A�BOOK-ENTRY ONLY SYSTEM.� 

The Bank of New York Mellon is the PILOT Bond Trustee under the PILOT Bonds Indenture 
and is also the Paying Agent for the Series 2009 PILOT Bonds. 

The Series 2009 Current Interest PILOT Bonds will bear interest at the rates per annum set forth 
on the inside cover page hereof, which interest will be payable semiannually, in arrears, in cash on each 
January 15 and July 15, commencing July 15, 2010.  Interest on the Series 2009 PILOT Bonds will accrue 
from the most recent date to which interest has been paid or, if no interest has been paid, from and 
including the date of the initial delivery of the Series 2009 PILOT Bonds.  Interest will be computed on 
the basis of a 360-day year comprised of twelve (12) thirty- (30-) day months. 

Interest on the Series 2009 Current Interest PILOT Bonds will be payable by check or draft and 
mailed to the persons who are the registered owners of the Series 2009 Current Interest PILOT Bonds as 
of the close of business on each January 1 and July 1 immediately preceding the applicable interest 
payment date. 
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The Series 2009 Capital Appreciation PILOT Bonds will be issued in the initial principal amounts 
with the Accreted Values (as defined below) at maturity set forth on the inside cover page of this Official 
Statement. The Series 2009 Capital Appreciation PILOT Bonds will be dated the date of delivery of the 
Series 2009 PILOT Bonds and accrete in value from such date, compounded semiannually on January 15 
and July 15 of each year, commencing on July 15, 2010, payable only upon maturity or prior redemption 
thereof.  The Series 2009 Capital Appreciation PILOT Bonds are issuable in denominations of $5,000 
payable upon maturity (the �Maturity Value�) or any integral multiple thereof.  Interest will accrete on the 
Series 2009 Capital Appreciation PILOT Bonds on the basis of a 360-day year comprised of twelve (12) 
thirty- (30-) day months. 

The principal amount of the Series 2009 Current Interest PILOT Bonds and the Accreted Value 
of the Series 2009 Capital Appreciation PILOT Bonds (the principal amount of a Series 2009 Current 
Interest PILOT Bond and the Accreted Value of a Series 2009 Capital Appreciation PILOT Bond are each 
referred to as �Principal�) and premium, if any, on the Series 2009 PILOT Bonds are payable only upon 
surrender of the Series 2009 PILOT Bonds at maturity or earlier redemption at the office of the PILOT 
Bond Trustee.  

APPENDIX U hereto contains a table of the initial principal amount plus interest accreted thereon 
(the �Accreted Value�) as of each July 15 and January 15 for each maturity of Series 2009 Capital 
Appreciation PILOT Bonds.  On the maturity date of each Series 2009 Capital Appreciation PILOT 
Bond, the Accreted Value of such Series 2009 Capital Appreciation PILOT Bond will be equal to the 
Maturity Value of such PILOT Bond. Any Accreted Value determined by the PILOT Bonds Paying 
Agent by computing interest in accordance with the provisions of the PILOT Indenture, however, shall 
control over any Accreted Value for such Series 2009 Capital Appreciation PILOT Bond set forth in 
APPENDIX U hereto.  

Commencement Agreement 

Pursuant to the Commencement Agreement, (i) the net proceeds of the Series 2009 PILOT Bonds 
will be (A) held by the PILOT Bond Trustee under the PILOT Bonds Indenture until satisfaction of the 
Vacant Possession Release Conditions or, (B) if such conditions have not been satisfied in accordance 
with the Commencement Agreement, used to redeem the Series 2009 PILOT Bonds as described herein, 
and (ii) certain documents, including documents related to the Arena Project, will be held in escrow in 
accordance with the Commencement Agreement until the earliest of: (A) an Extraordinary Mandatory 
Redemption Date occurring upon a failure to meet certain Vacant Possession Release Conditions prior to 
the Outside Commencement Date, (B) the Arena Project Effective Date, and (C) the Outside 
Commencement Date, all as more fully described herein.  See �INTRODUCTION�Commencement 
Agreement�; see also �APPENDIX K�SUMMARY OF THE COMMENCEMENT AGREEMENT.� 

Redemption 

The Series 2009 PILOT Bonds are subject to optional redemption, mandatory sinking fund 
redemption, extraordinary mandatory redemption and special mandatory redemption prior to their stated 
maturity dates as described below. 

Optional Redemption for the Series 2009 Current Interest PILOT Bonds 

The Series 2009 Current Interest PILOT Bonds maturing on or after July 15, 2020 are subject to 
optional redemption prior to maturity in whole or in part on and after January 15, 2020 (in accordance 
with procedures of DTC, so long as DTC is the sole registered owner, and otherwise by lot in such 
manner as the PILOT Bond Trustee in its discretion deems proper) at one hundred percent (100%) of the 



 

- 21 - 

principal amount thereof, together with accrued interest thereon up to but not including the redemption 
date. 

Optional Redemption for the Series 2009 Capital Appreciation PILOT Bonds 

The Series 2009 Capital Appreciation PILOT Bonds are not subject to optional redemption prior 
to maturity at the option of the Issuer. 

Extraordinary Mandatory Redemption 

In the event of any of the following circumstances: (A) within five (5) Business Days of the date 
of the Vacant Possession Certificate, the amount of Additional Rent due has been not been paid in full; 
(B) within five (5) Business Days of the deposit of the required amount of Additional Rent with the 
PILOT Bond Trustee, the other Vacant Possession Release Conditions have not occurred or been satisfied 
in full; and (C) by the Outside Commencement Date, the Vacant Possession Release Conditions have not 
occurred or been satisfied in full, then the Series 2009 PILOT Bonds will be subject to extraordinary 
mandatory redemption prior to maturity in whole at a Redemption Price equal to 101% of (i) with respect 
to the Series 2009 Current Interest PILOT Bonds, the Amortized Value thereof, plus accrued and unpaid 
interest thereon through the Extraordinary Mandatory Redemption Date, and (ii) with respect to the Series 
2009 Capital Appreciation PILOT Bonds, the Accreted Value thereof on such Extraordinary Mandatory 
Redemption Date.  The �Extraordinary Mandatory Redemption Date� shall be a date no later than the 
Outside Commencement Date, and in the case of either (A) or (B) hereinabove, may be a date 
substantially earlier than such date.  See �INTRODUCTION�Commencement Agreement� and 
�APPENDIX K�SUMMARY OF THE COMMENCEMENT AGREEMENT.� 

If, by June 10, 2010, the Arena Project Effective Date has not yet occurred and the PILOT Bond 
Trustee has not received from ArenaCo, from ArenaCo�s available funds, an amount, together with 
investment earnings, equal to the interest projected to accrue (and the amount of value to accrete, as 
applicable) on the Series 2009 PILOT Bonds from July 15, 2010 to but not including the Outside 
Commencement Date, plus an amount equal to the extraordinary mandatory redemption premium 
projected to be payable to holders of the Series 2009 PILOT Bonds in the event the Series 2009 PILOT 
Bonds were subject to extraordinary mandatory redemption on the Outside Commencement Date, then the 
Series 2009 PILOT Bonds will be subject to extraordinary mandatory redemption on July 15, 2010 at a 
Redemption Price equal to 101% of (i) with respect to the Series 2009 Current Interest PILOT Bonds, the 
Amortized Value thereof, plus accrued and unpaid interest thereon through the such date, and (ii) with 
respect to the Series 2009 Capital Appreciation PILOT Bonds, the Accreted Value thereof on such date; 
provided, however, that the Series 2009 PILOT Bonds will not be subject to such redemption if, prior to 
such redemption date, the Vacant Possession Release Conditions have been satisfied. 

If, at any time prior to the Outside Commencement Date, the Issuer notifies the PILOT Bond 
Trustee that the Arena Project will not commence and the Vacant Possession Release Conditions will not 
be satisfied, then the Series 2009 PILOT Bonds will be subject to extraordinary mandatory redemption 
prior to maturity at a Redemption Price equal to 101% of (i) with respect to the Series 2009 Current 
Interest PILOT Bonds, the Amortized Value thereof, plus accrued and unpaid interest thereon through the 
redemption date established pursuant to the PILOT Bonds Indenture, and (ii) with respect to the Series 
2009 Capital Appreciation PILOT Bonds, the Accreted Value thereof on such redemption date the 
established pursuant to the PILOT Bonds Indenture. 

Upon the occurrence of one or more of the events described above, any funds on deposit in the 
PILOT Bonds Project Fund (other than the Series 2009 Non-Asset Bond Reserve Account and the Series 
2009 Additional Rent Account), the Senior PILOT Bonds Bond Fund and any other moneys on deposit 
under the PILOT Bonds Indenture are to be transferred to the Series 2009 PILOT Bonds Redemption 
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Subaccount in the Senior PILOT Bonds Redemption Account in the Senior PILOT Bonds Bond Fund and 
used to pay the Redemption Price of the Series 2009 PILOT Bonds.  To the extent the amounts then on 
deposit in the Series 2009 PILOT Bonds Redemption Subaccount are insufficient to pay the Redemption 
Price of the Series 2009 PILOT Bonds, the PILOT Bond Trustee is to transfer from the Series 2009 Non-
Asset Bond Reserve Account in the PILOT Bonds Project Fund to the Series 2009 PILOT Bonds 
Redemption Subaccount an amount equal to any such deficiency.  Any such redemption is to be made on 
the first date for which notice of redemption may be timely given by the PILOT Bond Trustee under the 
PILOT Bonds Indenture; provided that if the PILOT Bond Trustee has not received the Arena Project 
Effective Date Certificate at least forty-five (45) days prior to the Outside Commencement Date and a 
notice of redemption has not otherwise been given to the holders of Series 2009 PILOT Bond pursuant to 
the PILOT Bonds Indenture, the PILOT Bond Trustee will give a conditional notice of redemption stating 
that the Series 2009 Bonds will be subject to extraordinary mandatory redemption on the Outside 
Commencement Date and that such notice of redemption is subject to rescission if the PILOT Bond 
Trustee receives an Arena Project Effective Date on or before the Outside Commencement Date.  Any 
amounts on deposit in the Series 2009 Non-Asset Bond Reserve Account after payment of the 
Redemption Price of Series 2009 PILOT Bonds are to be transferred to the Series 2009 Additional Rent 
Account.  Of the amounts then on deposit in the Series 2009 Additional Rent Account, including any such 
transfer from the Series 2009 Non-Asset Bond Reserve Account, an amount equal to the difference 
between the $13,000,000 and the amount that has expended on the Transit Improvements as of the date of 
such redemption, if any (as certified to by ArenaCo to the PILOT Bond Trustee and the City) is to be 
transferred to the City, and the remainder, if any, is to be transferred to ArenaCo. 

Under the PILOT Bonds Indenture, �Amortized Value� means an amount equal to the principal 
amount of a Series 2009 PILOT Bond to be redeemed multiplied by the price of such Series 2009 PILOT 
Bond expressed as a percentage, calculated based on the industry standard method of calculating bond 
prices, with (1) a delivery date equal to the date of redemption, (2) a maturity date equal to the date to 
which such Series 2009 PILOT Bond is priced (i.e., the first optional redemption date or maturity date), 
and (3) a yield equal to such Series 2009 PILOT Bond�s original reoffering yield. 

See �RISK FACTORS AND INVESTMENT CONSIDERATIONS�Risks Associated with 
Construction of the Arena�Failure to Satisfy Vacant Possession Release Conditions.�  

Mandatory Sinking Fund Redemption 

The Series 2009 PILOT Bonds maturing on July 15, 2030 and bearing interest at a rate of 6.000% 
per annum are subject to mandatory sinking fund redemption, in part (in accordance with procedures of 
DTC, so long as DTC is the sole registered owner, and otherwise by lot in such manner as the PILOT 
Bond Trustee in its discretion deems proper) on each July 15 on and after the first sinking fund 
installment date shown below at the principal amount thereof plus accrued interest up to but not including 
the date of redemption thereof from mandatory Sinking Fund Installments that are required to be made in 
amounts sufficient to redeem on July 15 of each year the principal amount of such Series 2009 PILOT 
Bonds shown below: 

Date Amount 
2021 $5,790,000.00 
2022 6,735,000.00 
2023 7,760,000.00 
2024 8,860,000.00 
2025 10,000,000.00 
2026 11,260,000.00 
2027 12,625,000.00 
2028 14,085,000.00 
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2029 15,650,000.00 
2030� 17,325,000.00 

_____________ 
� Stated Maturity 

The Series 2009 PILOT Bonds maturing on July 15, 2030 and bearing interest at a rate of 6.500% 
per annum are subject to mandatory sinking fund redemption, in part (in accordance with procedures of 
DTC, so long as DTC is the sole registered owner, and otherwise by lot in such manner as the PILOT 
Bond Trustee in its discretion deems proper) on each July 15 on and after the first sinking fund 
installment date shown below at the principal amount thereof plus accrued interest up to but not including 
the date of redemption thereof from mandatory Sinking Fund Installments that are required to be made in 
amounts sufficient to redeem on July 15 of each year the principal amount of such Series 2009 PILOT 
Bonds shown below: 

Date Amount 
2021 $1,325,000.00 
2022 1,545,000.00 
2023 1,780,000.00 
2024 2,030,000.00 
2025 2,295,000.00 
2026 2,585,000.00 
2027 2,895,000.00 
2028 3,230,000.00 
2029 3,590,000.00 
2030� 3,975,000.00 

_____________ 
� Stated Maturity 

The Series 2009 PILOT Bonds maturing on July 15, 2040 and bearing interest at a rate of 6.250% 
per annum are subject to mandatory sinking fund redemption, in part (in accordance with procedures of 
DTC, so long as DTC is the sole registered owner, and otherwise by lot in such manner as the PILOT 
Bond Trustee in its discretion deems proper) on each July 15 on and after the first sinking fund 
installment date shown below at the principal amount thereof plus accrued interest up to but not including 
the date of redemption thereof from mandatory Sinking Fund Installments that are required to be made in 
amounts sufficient to redeem on July 15 of each year the principal amount of such Series 2009 PILOT 
Bonds shown below: 

Date Amount 
2035 $14,880,000.00 
2036 29,315,000.00 
2037 31,585,000.00 
2038 35,035,000.00 
2039 37,220,000.00 
2040� 39,550,000.00 

_____________ 
� Stated Maturity 

The Series 2009 PILOT Bonds maturing on July 15, 2043 and bearing interest at a rate of 6.375% 
per annum are subject to mandatory sinking fund redemption, in part (in accordance with procedures of 
DTC, so long as DTC is the sole registered owner, and otherwise by lot in such manner as the PILOT 
Bond Trustee in its discretion deems proper) on each July 15 on and after the first sinking fund 
installment date shown below at the principal amount thereof plus accrued interest up to but not including 
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the date of redemption thereof from mandatory Sinking Fund Installments that are required to be made in 
amounts sufficient to redeem on July 15 of each year the principal amount of such Series 2009 PILOT 
Bonds shown below: 

Date Amount 
2041 $42,020,000.00 
2042 44,700,000.00 
2043� 49,070,000.00 

_____________ 
� Stated Maturity 

Special Mandatory Redemption 

The Series 2009 PILOT Bonds are subject to special mandatory redemption prior to maturity by 
the Issuer in whole on any date or in part on any Interest Payment Date at a Redemption Price of one 
hundred percent (100%) of (i) with respect to the Series 2009 Current Interest PILOT Bonds, the principal 
amount thereof to be redeemed plus accrued interest, if any, to the date of redemption, and (ii) with 
respect to the Series 2009 Capital Appreciation PILOT Bonds, the Accreted Value thereof on the date of 
redemption, if either (1) a Casualty Event or less than a Substantial Taking has occurred during the last 
five (5) Lease Years of the Term of the Arena Lease Agreement and ArenaCo elects not to perform a 
Casualty Restoration or a Condemnation Restoration by terminating the Arena Lease Agreement in 
accordance with its terms; or (2) a Substantial Taking has occurred.  Upon the occurrence of one (1) or 
more of such events, any and all Restoration Funds, condemnation awards and any other moneys on 
deposit in the PILOT Bonds Renewal Fund are to be transferred to the Senior PILOT Bonds Redemption 
Account in the Senior PILOT Bonds Bond Fund and used to pay the Redemption Price of such Series 
2009 PILOT Bonds.  Any such redemption is to be made on the first date for which notice of redemption 
may be timely given by the PILOT Bond Trustee under the PILOT Bonds Indenture. 

Selection of Bonds for Redemption; Notice of Redemption 

In the event of the redemption of less than all of the Outstanding Series 2009 PILOT Bonds of the 
same maturity, the particular Series 2009 PILOT Bonds or portions thereof to be redeemed will be 
selected by the PILOT Bond Trustee in such manner as the PILOT Bond Trustee in its discretion may 
deem fair.  Unless otherwise required by any Supplemental PILOT Indenture in the event of redemption 
of less than all of the Outstanding Series 2009 PILOT Bonds stated to mature on different dates, the 
principal amount of such Series 2009 PILOT Bonds to be redeemed is to be applied in any order of 
maturity that the Issuer may elect of the Outstanding Series 2009 PILOT Bonds to be redeemed and by lot 
within a maturity.  The portion of Series 2009 PILOT Bonds to be redeemed in part is to be in the 
principal amount of the minimum authorized denomination thereof or some integral multiple thereof and, 
in selecting Series 2009 PILOT Bonds for redemption, the PILOT Bond Trustee is to treat each such 
Series 2009 PILOT Bond as representing that number of Series 2009 PILOT Bonds which is obtained by 
dividing the principal amount of such registered Series 2009 PILOT Bond by the minimum denomination 
(referred to below as a �unit�) then issuable rounded down to the integral multiple of such minimum 
denomination. 

When redemption of any Series 2009 PILOT Bonds is requested or required pursuant to the 
PILOT Bonds Indenture, the PILOT Bond Trustee is to give notice of such redemption in the name of the 
Issuer, specifying the name of the Series, CUSIP number, Bond numbers, the date of original issue of 
such Series, the date of mailing of the notice of redemption, maturities, interest rates and principal 
amounts of the Series 2009 PILOT Bonds or portions thereof to be redeemed, the redemption date, the 
Redemption Price, and the place or places where amounts due upon such redemption will be payable 
(including the name, address and telephone number of a contact person at the PILOT Bond Trustee) and 
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specifying the principal amounts of the Series 2009 PILOT Bonds or portions thereof to be payable and, 
if less than all of the Series 2009 PILOT Bonds of any maturity are to be redeemed, the numbers of such 
Series 2009 PILOT Bonds or portions thereof to be so redeemed.  Such notice is to further state that there 
is on deposit in the Senior PILOT Bonds Redemption Account moneys or securities in an amount which, 
together with moneys deposited at the same time as such notice, shall be sufficient to pay when due the 
principal or Redemption Price, if applicable, of and interest due and to become due on such Series 2009 
PILOT Bonds on and prior to the Redemption Date or maturity date thereof, as applicable, and that on 
such date there will become due and payable upon each Series 2009 PILOT Bond or portion thereof to be 
redeemed the Redemption Price thereof together with interest accrued to the redemption date, and that 
from and after such date interest thereon will cease to accrue and be payable.  Such notice may set forth 
any additional information relating to such redemption.  The PILOT Bond Trustee, at the direction of the 
Issuer, in the name and on behalf of the Issuer, is to mail a copy of such notice by certified mail, return 
receipt, postage prepaid, not more than sixty (60) nor less than thirty (30) days prior to the date fixed for 
redemption, to Series 2009 PILOT Bondholders, at their last address, if any, appearing upon the 
registration books, but any defect in such notice will not affect the validity of the proceedings for the 
redemption of such Series 2009 PILOT Bonds with respect to which proper mailing was effected.  Any 
notice mailed as described above will be conclusively presumed to have been duly given, whether or not 
the registered owner receives the notice.  In the event of a postal strike, the PILOT Bond Trustee is to 
give notice by any other appropriate means selected by the PILOT Bond Trustee in its discretion.  If any 
Series 2009 PILOT Bond is not presented for payment of the Redemption Price within sixty (60) days of 
the redemption date, the PILOT Bond Trustee is to mail a second notice of redemption to the Series 2009 
PILOT Bondholders by certified mail, return receipt, postage prepaid.  Any amounts held by the PILOT 
Bond Trustee due to non-presentment of Series 2009 PILOT Bonds for payments on or after any 
redemption date are to be retained by the PILOT Bond Trustee for a period of at least one (1) year after 
the final maturity date of such Series 2009 PILOT Bonds. 

SOURCES OF PAYMENT AND SECURITY FOR THE SERIES 2009 PILOT BONDS 

General 

The Series 2009 PILOT Bonds are payable from and secured by:  (i) the Issuer�s right, title and 
interest in the PILOT Revenues, (ii) all right, title and interest of the Issuer in and to the Funds and 
Accounts (other than the PILOT Bonds Rebate Fund) under the PILOT Bonds Indenture, including the 
PILOT Bonds Project Fund, the PILOT Bonds Revenue Fund, the Senior PILOT Bonds Bond Fund, the 
Series 2009 PILOT Bonds Debt Service Reserve Subaccount and the Series 2009 PILOT Bonds Strike 
and Liquidity Reserve Subaccount, including moneys and investments therein, (iii) all right, title and 
interest of the PILOT Bond Trustee in the Debt Service and Reimbursement Fund held by the PILOT 
Trustee under the PILOT Assignment, and (iv) any and all moneys or other property, including, without 
limitation, Restoration Funds, insurance proceeds and condemnation awards to be deposited in the PILOT 
Bonds Renewal Fund, of every kind and nature from time to time which are by delivery or by writing of 
any kind conveyed, mortgaged, pledged, assigned or transferred, as and for additional security under the 
PILOT Bonds Indenture, by the Issuer or by any other person, firm or corporation with or without the 
consent of the Issuer, to the PILOT Bond Trustee.  ArenaCo is obligated under the PILOT Agreement, 
and has covenanted under the Arena Lease Agreement, to make PILOTs to ESDC.  Under the PILOT 
Assignment, ESDC has assigned its rights to receive PILOTs under the PILOT Agreement to the PILOT 
Trustee, and the PILOT Trustee is required to transfer PILOTs to the PILOT Bond Trustee in an amount 
sufficient to pay debt service and other amounts due on the Series 2009 PILOT Bonds and certain other 
amounts payable by the PILOT Bond Trustee.  PILOT Revenues are comprised of PILOTs that are 
transferred to and actually received by the PILOT Bond Trustee pursuant to the PILOT Assignment. 
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Special Limited Obligations 

The Series 2009 PILOT Bonds are special limited obligations of the Issuer payable solely 
from PILOT Revenues derived from PILOTs made by ArenaCo pursuant to the PILOT 
Agreement, the interest of the PILOT Bond Trustee in the Debt Service and Reimbursement Fund 
held by the PILOT Trustee under the PILOT Assignment, and certain Funds and Accounts held by 
the PILOT Bond Trustee under the PILOT Bonds Indenture.  None of the State, the City and 
ESDC is or shall be obligated to pay the principal of or interest on the Series 2009 PILOT Bonds, 
and neither the faith and credit nor the taxing power of the State or the City is pledged to such 
payment.  The Issuer has no taxing power. 

The Series 2009 PILOT Bonds do not constitute an obligation of ArenaCo, New Jersey 
Basketball, the Arena Developer or any of their respective affiliates. The Series 2009 PILOT Bonds 
are not secured by any interest in the Atlantic Yards Project, including the Arena Project, nor by 
any property of or interest in ArenaCo, New Jersey Basketball, the Arena Developer or any of their 
respective affiliates. 

PILOT Revenues 

PILOT Agreement and PILOT Assignment 

Under the PILOT Agreement, ArenaCo agrees to make PILOTs, without diminution, deduction 
or set-off whatsoever, and without prior notice or demand in the amounts set forth therein; provided, 
however, that in no event will ArenaCo be required to make PILOTs in any PILOT Tax Year in an 
amount greater than the real estate taxes and assessments for such PILOT Tax Year that would have been 
levied upon or with respect to the Arena Premises, the Arena Project and any other improvements on the 
Arena Premises, if the Arena Premises, the Arena Project and any other improvements on the Arena 
Premises were not exempt from ad valorem real estate taxes by virtue of ESDC�s interest therein (the 
�Actual Taxes�).  See �RISK FACTORS AND INVESTMENT CONSIDERATIONS�Risks Associated 
with PILOTs.�  The PILOT Agreement will provide for the making of PILOTs by each January 1 and 
July 1, commencing July 1, 2012.  ESDC has agreed in the PILOT Agreement that, during the term of the 
PILOT Assignment, it will pay or cause to be paid to the PILOT Trustee, in accordance with the PILOT 
Assignment, the PILOTs received under the PILOT Agreement.  See �APPENDIX M�SUMMARY OF 
THE PILOT AGREEMENT.� 

Payment of the principal of, premium, if any, and interest on the Series 2009 PILOT Bonds is 
expected to be made from a portion of PILOTs received by the PILOT Trustee under the PILOT 
Assignment, pursuant to which ESDC pledges, assigns, transfers and sets over to the PILOT Trustee all of 
ESDC�s right to and interest in all PILOTs due or to become due under the PILOT Agreement, except for 
Unassigned PILOT Rights. 

Pursuant to the PILOT Assignment, the PILOT Trustee establishes the PILOT Fund, into which 
fund the PILOT Trustee will deposit all amounts received by it pursuant to the PILOT Agreement and the 
PILOT Assignment (the �PILOT Receipts�).  While the Series 2009 PILOT Bonds (or any 
Reimbursement Obligations) are Outstanding, such PILOT Receipts are to be transferred:  

(i) FIRST, to the Debt Service and Reimbursement Fund, immediately upon receipt by the 
PILOT Trustee from the PILOT Bond Trustee of the PILOT Certificate setting forth the 
Bond Payment Requirement for the Payment Period that begins during the current 
PILOT Period, and in any event no later than each July 5 and January 5: a portion of the 
deposited PILOT Receipts equal to the Bond Payment Requirement set forth in such 
PILOT Certificate; provided, however, that if for any Payment Period no PILOT 
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Certificate is received by the PILOT Trustee from the PILOT Bond Trustee by July 5 or 
January 5, as applicable, the PILOT Trustee shall transfer to the Debt Service and 
Reimbursement Fund on each such date an amount equal to 90.91% of the PILOTs due 
for such PILOT Period (the �Minimum PILOT Bond Transfer�); and 

(ii) SECOND, to the O&M Fund, immediately after the transfer described in paragraph (i) 
above, but only to the extent that all deposits, transfers or payments required by such 
paragraph (i) above have been made and all requirements with respect thereto have been 
fully and completely satisfied (including the curing of any deficiencies in prior deposits, 
transfers or payments): all moneys remaining in the PILOT Fund after the transfer 
described paragraph (i) above; provided, however, no transfer to the O&M Fund shall be 
made as described in this paragraph (ii) to the extent such transfer would reduce the 
amount on deposit in the PILOT Fund below an amount equal to ten percent (10%) of the 
aggregate PILOTs for the then current PILOT Year. 

Under the PILOT Assignment, the PILOT Trustee holds the Debt Service and Reimbursement 
Fund for the benefit of, and such account is pledged to, the PILOT Bond Trustee.  PILOT Receipts held 
by the PILOT Trustee while Series 2009 PILOT Bonds are Outstanding are to be applied for the 
following purposes in the priority in which listed (including curing any deficiencies in prior deposits, 
transfers or payments), the requirements of each deposit, transfer or payment to be fully satisfied, leaving 
no deficiencies, prior to any deposit, transfer or payment later in priority, except as otherwise specifically 
provided in the PILOT Assignment and described below: 

(i) FIRST, from the Debt Service and Reimbursement Fund, on each date on which an 
amount of PILOT Receipts is deposited to such Debt Service and Reimbursement Fund, 
the PILOT Trustee shall immediately transfer such amount of PILOT Receipts to the 
PILOT Bond Trustee, in any event in an aggregate amount such that upon the final 
transfer of such PILOT Receipts to the PILOT Bond Trustee during any PILOT Period, 
the amount so transferred to the PILOT Bond Trustee during such PILOT Period is equal 
to the Bond Payment Requirement for the Payment Period that begins during such PILOT 
Period; and 

(ii) SECOND, on each July 6 and January 6, or on the first Business Day thereafter in the 
event that either such date is not a Business Day, but only to the extent that all deposits, 
transfers or payments required as described in the preceding paragraph have been made 
and all requirements with respect thereto have been fully and completely satisfied 
(including the curing of any deficiencies in any prior deposits, transfers or payments), 
from the O&M Fund, the PILOT Trustee shall transfer to ESDC the amount on deposit in 
the O&M Fund, such amount to be transferred by ESDC to the Issuer in accordance with 
the Ground Lease, and then by the Issuer to ArenaCo in accordance with the Arena Lease 
Agreement, to be applied by ArenaCo in accordance with the Arena Lease Agreement; 
provided that, by its acceptance of any amount so transferred, ArenaCo shall be deemed 
to covenant (A) to expend such moneys on Landlord O&M Costs and/or the Landlord 
Allowance (as such terms are defined in the Arena Lease Agreement); (B) to keep such 
moneys in a segregated account, not commingled with any moneys of ArenaCo, until 
they are so expended; (C) to maintain reasonably sufficient records of the expenditure of 
such moneys so as to be able to demonstrate that such expenditure complies with clause 
(A), above; and (D) to provide a certification to the PILOT Trustee, the Issuer and ESDC, 
if and when requested, but in no event more frequently than once in any PILOT Period, 
as to compliance with clause (A), above, including copies of any records described in 
clause (C), above, necessary to substantiate such certification. 
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The PILOT Assignment also provides for the allocation of PILOT Receipts upon the occurrence 
of certain unexpected events, such as a failure by the PILOT Bond Trustee to deliver the PILOT 
Certificate when required under the PILOT Bonds Indenture.  See �APPENDIX N�SUMMARY OF 
THE PILOT ASSIGNMENT.� 

Summary of Collection and Application of PILOTs 

The following chart illustrates the collection of and application of PILOTs under the PILOT 
Agreement and the PILOT Assignment. 

 

PILOT Trustee 

PILOT Fund 

ArenaCo 

The PILOT Trustee applies PILOT Receipts in accordance 
with the PILOT Assignment, as follows: 

ArenaCo makes monthly PILOTs due under PILOT Agreement to the Issuer, and such PILOTs 
are held in a segregated account. 

 
First 

 
Second 

Debt Service & 
Reimbursement Fund 

 
O&M Fund 

PILOT Bonds 
Indenture 

Issuer 

PILOT Receipts are deposited by the Issuer with the PILOT Trustee semi-annually. 

If and only if the full transfer above has been made and ten 
percent (10% )of the amount of the PILOT for the current 
PILOT Year is retained in the PILOT Fund, then: 
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Projected PILOT 

Under the PILOT Agreement, ArenaCo agrees to pay, as PILOTs, the amounts set forth on a 
schedule to the PILOT Agreement; provided, however, that in no event can ArenaCo be required to make 
PILOTs in any PILOT Tax Year in an amount greater than the Actual Taxes.  See �APPENDIX M�
SUMMARY OF THE PILOT AGREEMENT� and �RISK FACTORS AND INVESTMENT 
CONSIDERATIONS�Risks Associated with PILOTs.�  ESDC is to compute the Actual Taxes or cause 
the Actual Taxes to be computed (without regard to any discretionary reduction thereof or exemption 
therefrom for which the Arena Project and the Arena Premises might otherwise be eligible under any law 
or regulation other than the UDC Act) not more than sixty (60) days prior to, and not later than, the first 
Business Day of each PILOT Tax Year, as follows: ESDC or its designee will multiply the applicable 
assessment of the Arena Project and the Arena Premises, as most recently determined by the City, by the 
tax rate then applicable to Class Four Property, or any successor property classification established by the 
City that would otherwise be applicable to the Arena Project and the Arena Premises, for purposes of 
levying real estate taxes on the Arena Project and the Arena Premises, if the Arena Project and Arena 
Premises were subject to real estate taxation.  Such computation of the Actual Taxes will be conclusive, 
absent manifest error, and written notice of the amount of the Actual Taxes will be provided by ESDC to 
ArenaCo not fewer than thirty (30) days prior to the date any PILOT is required to be made under the 
PILOT Agreement; provided, however, that any failure by ESDC to provide such notice will not alter, 
reduce or diminish the obligation of ArenaCo to make such PILOT when due.  See �RISK FACTORS 
AND INVESTMENT CONSIDERATIONS�Risks Associated with PILOTs.� 

Calculation of Actual Taxes 

The New York City Department of Finance (�Finance�) presently uses the cost approach to 
determine the Market Value of real property improvements such as the Arena Project.  Utilizing this 
methodology, Finance would calculate the then current full assessed value of the Arena Premises (the 
�Land Value�) based on its fair market value and then, pursuant to the cost approach, determine the 
reproduction cost of a new arena and related improvements less depreciation using the actual cost of 
construction of the Arena Project consisting of other than fifteen- (15-) year life real property, together 
with the pro rata portion of capitalized interest and costs of issuance thereof (the �Improvement Value�).  
Improvement Value is adjusted after the first PILOT Tax Year by the then applicable annual rate of 
construction cost inflation as measured by the McGraw-Hill Engineering News-Record Construction Cost 
Index, or by a comparable successor construction costs index, for the City less Accrued Depreciation.  
Finally, the cost approach also factors in the actual cost of construction of the Arena Project consisting of 
fifteen- (15-) year life real property, together with the pro rata portion of capitalized interest and costs of 
issuance thereof (the �Tenant Improvement Value�).  The Tenant Improvement Value is adjusted after the 
first PILOT Tax Year by the then applicable annual rate of consumer inflation as measured by the annual 
average seasonally adjusted CPI-U, U.S. City Average for All Items, published by the United States 
Bureau of Labor Statistics, less Accrued Depreciation.  Accrued Depreciation takes into consideration the 
current amount of depreciation and obsolescence of the Arena Project.  Applying these principles, the 
�Estimated Market Value� of the Arena Premises and the Arena Project would be equal to the sum of (i) 
the then applicable Land Value, (ii) the Improvement Value, and (iii) the Tenant Improvement Value.  
Finance calculates the �applicable assessment� of the Arena Premises and the Arena Project by 
multiplying the Estimated Market Value of the Arena Premises and the Arena Project by the applicable 
Equalization Ratio (currently 0.45).  See �APPENDIX M�SUMMARY OF THE PILOT 
AGREEMENT.� 

Real Property Tax Assessment Methodology 

In a report delivered to the Developer, Joel Marcus of the law firm of Marcus & Pollack LLP 
reviewed the methodology described in the PILOT Agreement by which Finance, which determines the 
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assessed values of real property for the purpose of levying real property taxes in New York City, would, 
under current practice, value the improvements to be constructed on the Arena Premises.  In doing so, Mr. 
Marcus considered the applicable statute and case law and the professional assessment and appraisal 
literature relevant to the valuation of the Arena Project and concluded that the methodology described in 
the PILOT Agreement is consistent with good assessment practices and has been correctly applied to date.  
Mr. Marcus also projected the market value of the Arena Project upon completion as $1,007,001,173 
which projection was calculated in accordance with current Finance practice.  There can be no assurance 
that Finance, which will value the Arena Project for purposes of determining the assessed value of the 
property on which real property taxes will be based, will assign the same value to the Arena Project. 

Appraisal of Land Included within the Arena Project 

The firm of Cushman & Wakefield, Inc. was retained by ArenaCo to perform an appraisal of the 
Arena Premises as if all infrastructure work and environmental remediation needed to construct the Arena 
Project has been completed and the Arena Premises is a �ready-to-build� development site for a 670,000 
square foot state-of-the-art sports and entertainment arena, to be developed under the MGPP, with no 
adverse environmental or soil conditions (the �C&W Appraisal�).  Subject to certain assumptions, 
limiting conditions, certifications, and definitions qualified therein, the appraisal valued the Arena 
Premises as of September 1, 2009 at $147 million.  Such appraisal is only an opinion of value as of the 
specific date stated in the C&W Appraisal and is subject to the certain assumptions, and limiting 
conditions stated in the report. There can be no assurance that the New York City Department of Finance, 
which will value the Arena Premises for purposes of determining the assessed value of the property on 
which real property taxes will be based, will assign the same value to the Arena Premises. 
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Historic Property Tax Rates 

Set forth below are historic property tax rates applicable to Class Four Property for the past 
twenty (20) years. 

 Year(1)  
New York City 

Property Tax Rate 
2010  10.426% 
2009(2)  10.612 
2009(3)  9.870 
2008  10.059 
2007  10.997 
2006  11.306 
2005  11.558 
2004  11.431 
2003(2)  11.580 
2003(3)  9.776 
2002  9.712 
2001  9.768 
2000  9.989 
1999  10.236 
1998  10.164 
1997  10.252 
1996  10.402 
1995  10.608 
1994  10.724 
1993  10.698 
1992  10.631 
1991  10.004 

   
______________ 

 Source: New York City Department of Finance. 
(1)  For purposes of this table, the term �year� shall refer to the fiscal tax year of the City beginning on July 1 of the 

                      preceding calendar year and ending on June 30 of such calendar year. 
(2)  Property tax rates for the third and fourth quarters of the fiscal tax year. 
(3)  Property tax rates for the first and second quarters of the fiscal tax year. 

Enforcement of PILOT Obligation�Leasehold PILOT Mortgages 

The obligation of ArenaCo under the PILOT Agreement to make PILOTs during each PILOT 
Tax Year during the Initial Term will be secured by a Leasehold PILOT Mortgage with respect to such 
PILOT Tax Year, granted by ArenaCo to ESDC and assigned to the PILOT Trustee, encumbering 
ArenaCo�s interest under the Arena Lease Agreement in and to the Arena Project and the Arena Premises.  
The Leasehold PILOT Mortgages will be recorded in inverse order, with the Leasehold PILOT Mortgage 
securing PILOTs due in the last PILOT Tax Year during the Initial Term recorded first and the Leasehold 
PILOT Mortgage securing PILOTs due in the first PILOT Tax Year recorded last.  Therefore, each 
Leasehold PILOT Mortgage is (a) subject and subordinate to the Leasehold PILOT Mortgages securing 
the obligation to make PILOTs corresponding to any succeeding PILOT Tax Year (and to other Permitted 
Encumbrances), and (b) paramount in lien to the Leasehold PILOT Mortgage securing the obligation to 
make PILOTs corresponding to any preceding PILOT Tax Year.  As a result, in case of any payment 
default under a Leasehold PILOT Mortgage and subsequent foreclosure of such Leasehold PILOT 
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Mortgage by the PILOT Trustee, the liens of each Leasehold PILOT Mortgage securing PILOTs due in 
subsequent PILOT Tax Years will survive such foreclosure and retain their priority.   

Upon a failure of ArenaCo to make PILOTs for a given PILOT Tax Year in accordance with the 
PILOT Agreement (a �PILOT Mortgage Default�), the PILOT Trustee may exercise the rights and 
remedies set forth in the corresponding Leasehold PILOT Mortgage, which include the right to institute 
proceedings to foreclose the lien of such Leasehold PILOT Mortgage against all or part of ArenaCo�s 
interests in the Arena Project and the Arena Premises.  However, the exercise of the rights and remedies 
of the PILOT Trustee specified in a Leasehold PILOT Mortgage will be expressly subject to the 
satisfaction of the following conditions precedent: 

(i)  the failure to pay any of the PILOT Obligations, as defined in each Leasehold PILOT 
Mortgage, or any interest or late payment charges thereon, as specified in the PILOT Agreement, 
as and when payment of such PILOT Obligations, interest or late payment charges thereon were 
due, constituting such Leasehold PILOT Mortgage Default; provided such failure of payment 
shall have continued unremedied for a period of one (1) year after the date any such PILOT 
Obligations, interest or late payment charges thereon were due in accordance with the PILOT 
Agreement; 

(ii)  at least ten (10) weeks before the exercise of any such rights or remedies, the PILOT 
Trustee shall have given ArenaCo, New Jersey Basketball, the Commissioner of Finance of The 
City of New York and the holder of record of any other mortgage encumbering all or any portion 
of the Mortgaged Property that is subordinate in lien to the lien of a Leasehold PILOT Mortgage 
(each, a �Subordinate Mortgagee�) written notice of (A) ArenaCo�s failure to pay any of the 
PILOT Obligations, interest or late payment charges thereon, as and when such PILOT 
Obligations, interest or late payment charges thereon were due, and (B) the intent of the PILOT 
Trustee to exercise its rights and remedies under the Leasehold PILOT Mortgage unless such 
failure is cured within ten (10) weeks after the date of such notice (the �Foreclosure Notice�); and 

(iii)  a copy of the Foreclosure Notice shall have been published at least once a week for 
six (6) consecutive weeks in (A) the City Record and (B) two (2) newspapers, one (1) of which 
may be a law journal and the other of which is circulated generally in the Borough of Brooklyn, 
New York, the first such publication to occur at least ten (10) weeks before the exercise of any of 
such rights or remedies. 

In addition, the Leasehold PILOT Mortgages provide that if the PILOT Trustee (as assignee of 
ESDC) exercises any remedy or takes any other action that would result in the termination of any of the 
rights of the Nets to use the Arena in accordance with and pursuant to the Nets License Agreement during 
a Team Season, then the execution upon any writ of assistance or judgment of possession against the Nets 
or any like remedy terminating the rights of the Nets to use the Arena will be stayed for a period (the 
�Stay Period�) commencing on the date such writ or judgment of possession or like remedy is issued, 
granted or entered and ending on the last day of the then current Team Season, and the rights of the Nets 
to use the Arena shall not be disturbed by the PILOT Trustee during such Stay Period. 

The Arena Project and the Arena Premises are exempt from ad valorem real estate taxes because 
they will be owned by ESDC.  Although the Leasehold PILOT Mortgages do not create statutory liens to 
secure the making of PILOTs, the annual Leasehold PILOT Mortgage structure is intended to impose 
liens on the interest of ArenaCo in the Arena Project and the Arena Premises that are similar in certain 
respects to the liens held by taxing authorities for unpaid ad valorem real estate taxes and to provide for 
remedies that approximate the remedies that would ordinarily be exercised in the event of nonpayment of 
ad valorem real estate taxes.  In addition, because no ad valorem real estate taxes are payable in 
connection with the Arena Project or the Arena Premises, no liens of any taxing jurisdictions with respect 
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to any ad valorem real estate taxes can obtain priority over the liens of the Leasehold PILOT Mortgages.  
See �RISK FACTORS AND INVESTMENT CONSIDERATIONS�Risks Associated with Leasehold 
PILOT Mortgages.� 

See �APPENDIX O�SUMMARY OF THE LEASEHOLD PILOT MORTGAGES.� 

Although the Leasehold PILOT Mortgages will secure the making of PILOTs by ArenaCo 
to the PILOT Trustee (as assignee of ESDC) under the PILOT Agreement, the Leasehold PILOT 
Mortgages will not be assigned to the PILOT Bond Trustee and will not constitute security for the 
Series 2009 PILOT Bonds.  Holders of the Series 2009 PILOT Bonds will have no rights under the 
Leasehold PILOT Mortgages, and the Series 2009 PILOT Bonds will not be secured by any interest 
in the Arena Project or the Arena Premises. 

 No Impairment 

Pursuant to the PILOT Assignment, the City acknowledges, covenants and agrees for the benefit 
of the holders of the Series 2009 PILOT Bonds that the City will not limit or alter the rights vested in 
ESDC under the UDC Act to undertake the Arena Project, to establish and collect PILOTs and to fulfill 
the terms of the PILOT Assignment and the other PILOT Security Documents entered into on behalf of 
the holders of the Series 2009 PILOT Bonds, nor will the City in any way impair the rights and remedies 
of the PILOT Trustee, the PILOT Bond Trustee or the holders of the Series 2009 PILOT Bonds until the 
Series 2009 PILOT Bonds, together with interest thereon, with interest on any unpaid installments of 
interest and all costs and expenses in connection with any action or proceeding by or on behalf of the 
holders of the Series 2009 PILOT Bonds are fully met and discharged. 

PILOT Bonds Indenture 

General 

The Series 2009 PILOT Bonds are special limited obligations of the Issuer, payable from and 
secured by:  (i) the Issuer�s right, title and interest in the PILOT Revenues, (ii) all right, title and interest 
of the Issuer in and to the Funds and Accounts (other than the PILOT Bonds Rebate Fund) under the 
PILOT Bonds Indenture, including the PILOT Bonds Project Fund, the PILOT Bonds Revenue Fund, the 
Senior PILOT Bonds Bond Fund, the Series 2009 PILOT Bonds Debt Service Reserve Subaccount and 
the Series 2009 PILOT Bonds Strike and Liquidity Reserve Subaccount, including moneys and 
investments therein, (iii) all right, title and interest of the PILOT Bond Trustee in the Debt Service and 
Reimbursement Fund held by the PILOT Trustee under the PILOT Assignment, and (iv) any and all 
moneys or other property, including, without limitation, Restoration Funds, insurance proceeds and 
condemnation awards to be deposited in the PILOT Bonds Renewal Fund, of every kind and nature from 
time to time which are by delivery or by writing of any kind conveyed, mortgaged, pledged, assigned or 
transferred, as and for additional security under the PILOT Bonds Indenture, by the Issuer or by any other 
person, firm or corporation with or without the consent of the Issuer, to the PILOT Bond Trustee.  See 
�APPENDIX L�SUMMARY OF THE PILOT BONDS INDENTURE.� 

Flow of Funds under the PILOT Bonds Indenture 

Pursuant to the PILOT Bonds Indenture, all PILOT Revenues are deposited to the credit of the 
PILOT Bonds Revenue Fund established under the PILOT Bonds Indenture.  The PILOT Bond Trustee 
will make the following transfers from the PILOT Bonds Revenue Fund in the following order, subject to 
credits for amounts already on deposit in the Funds, Accounts and Subaccounts described below: 
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(i) To each Subaccount established with respect to a Series of Senior PILOT Bonds in the 
Senior PILOT Bonds Interest Account in the Senior PILOT Bonds Bond Fund, pro rata, an amount equal 
to the interest due and the Parity Reimbursement Obligations, Regularly Scheduled Swap Payments 
payable under related Parity Swap Obligations and any Bond Fees related to such Series of Senior PILOT 
Bonds due and payable on the next succeeding Interest Payment Date or during the next succeeding 
Payment Period with respect to such Series of Senior PILOT Bonds; 

(ii) To each Subaccount established with respect to a Series of Senior PILOT Bonds in the 
Senior PILOT Bonds Principal Account in the Senior PILOT Bonds Bond Fund, pro rata, an amount 
equal to (A) one-half of the principal and Sinking Fund Installment due and payable on such Series of 
Senior PILOT Bonds on the next succeeding July 15, provided, however, if the next succeeding Interest 
Payment Date is July 15, such amount, together with amounts held in such Subaccount of the Senior 
PILOT Bonds Principal Account in the Senior PILOT Bonds Bond Fund for the payment of the principal 
and Sinking Fund Installment due and payable on such Series of Senior PILOT Bonds on such July 15, 
shall be equal to the amount necessary to pay such principal and Sinking Fund Installment in full and (B) 
the related Parity Reimbursement Obligations due and payable on the next succeeding Interest Payment 
Date or during the next succeeding Payment Period with respect to such Series of the Senior PILOT 
Bonds; 

(iii) To each Subaccount established with respect to a Series of Senior PILOT Bonds in the 
Senior PILOT Bonds Redemption Account in the Senior PILOT Bonds Bond Fund, pro rata, an amount 
equal to the redemption price of such Series of Senior PILOT Bonds which is due and payable on the next 
succeeding Interest Payment Date or during the next succeeding Payment Period; 

(iv) To reimburse each Reserve Account Credit Facility Provider for any amounts advanced 
under its Reserve Account Credit Facility relating to Senior PILOT Bonds, including paying interest 
thereon and any other amounts owed, in accordance with the terms of such Reserve Account Credit 
Facility; to the extent that on any date the amounts available for such reimbursement payments are 
insufficient to make all such payments, including interest, the amounts actually available will be paid, pro 
rata, to each Reserve Account Credit Facility Provider in proportion to the payments then due under the 
respective Reserve Account Credit Facilities; provided however, that if any such payment will not result 
in the reinstatement of a portion of such Reserve Account Credit Facility in an amount equal to such 
payment (excluding the portion thereof representing interest on such advance), such reimbursement 
payment will be made only after the payments otherwise required under the PILOT Bonds Indenture and 
described in subparagraphs (i) through (vi) hereof; 

(v) If the balance in any Subaccount of the Senior PILOT Bonds Debt Service Reserve 
Account in the Senior PILOT Bonds Debt Service Reserve Fund is less than the Senior PILOT Bonds 
Debt Service Reserve Account Requirement for such Series of Senior PILOT Bonds, to such Subaccount 
of the Senior PILOT Bonds Debt Service Reserve Account in the Senior PILOT Bonds Debt Service 
Reserve Fund the amount necessary to satisfy the Senior PILOT Bonds Debt Service Reserve Account 
Requirement for such Series of Senior PILOT Bonds; to the extent that on any date the amounts available 
for such transfer are insufficient to make all such deposits in the Subaccounts of the Senior PILOT Bonds 
Debt Service Reserve Account, the amounts actually available will be paid, pro rata, to each Subaccount 
of the Senior PILOT Bonds Debt Service Reserve Account in proportion to the amounts then necessary to 
satisfy the Senior PILOT Bonds Debt Service Reserve Account Requirement for applicable Series of 
Senior PILOT Bonds; 

(vi) If the balance in any Subaccount of the Senior PILOT Bonds Strike and Liquidity 
Reserve Account in the Senior PILOT Bonds Debt Service Reserve Fund is less than the Senior PILOT 
Bonds Strike and Liquidity Reserve Account Requirement for such Series of Senior PILOT Bonds, to 
such Subaccount of the Senior PILOT Bonds Strike and Liquidity Reserve Account in the Senior PILOT 
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Bonds Debt Service Reserve Fund the amount necessary to satisfy the Senior PILOT Bonds Strike and 
Liquidity Reserve Account Requirement for such Series of Senior PILOT Bonds; to the extent that on any 
date the amounts available for such transfer are insufficient to make all such deposits in the Subaccounts 
of the Senior PILOT Bonds Strike and Liquidity Reserve Account, the amounts actually available will be 
paid, pro rata, to each Subaccount of the Senior PILOT Bonds Strike and Liquidity Reserve Account in 
proportion to the amounts then necessary to satisfy the Senior PILOT Bonds Strike and Liquidity Reserve 
Account Requirement for applicable Series of Senior PILOT Bonds; 

(vii) To each Subaccount established for a Series of Senior PILOT Bonds in the Senior PILOT 
Bonds Interest Account in the Senior PILOT Bonds Bond Fund, pro rata, the amount necessary, if any, to 
pay any Swap Termination Payments due and payable in the next succeeding Payment Period with 
respect to Qualified Swaps relating to such Series of Senior PILOT Bonds, which amount will be 
segregated from and not commingled with any other moneys held in such Subaccount of the Senior 
PILOT Bonds Interest Account in the Senior PILOT Bonds Bond Fund, and which amount alone will be 
available for the payment of any such Swap Termination Payments with respect to Qualified Swaps 
related to such Series of Senior PILOT Bonds; 

(viii) To each Subaccount established with respect to a Series of Subordinated PILOT Bonds in 
the Subordinated PILOT Bonds Interest Account in the Subordinated PILOT Bonds Bond Fund, pro rata, 
an amount equal to the interest due and the Parity Reimbursement Obligations, Regularly Scheduled 
Swap Payments payable under related Parity Swap Obligations and any Bond Fees related to such Series 
of Subordinated PILOT Bonds due and payable on the next succeeding Interest Payment Date or during 
the next succeeding Payment Period with respect to such Series of the Subordinated PILOT Bonds; 

(ix) To each Subaccount established with respect to a Series of Subordinated PILOT Bonds in 
the Subordinated PILOT Bonds Principal Account in the Subordinated PILOT Bonds Bond Fund, pro 
rata, an amount equal to (A)  one-half of the principal and Sinking Fund Installment due and payable on 
such Series of Subordinated PILOT Bonds on the next succeeding July 15, provided, however, if the next 
succeeding Interest Payment Date is July 15, such amount, together with amounts held in such 
Subaccount of the Senior Bonds Principal Account in the Senior PILOT Bonds Bond Fund for the 
payment of the principal and Sinking Fund Installment due and payable on such Series of Subordinated 
PILOT Bonds on such July 15, shall be equal to the amount necessary to pay such principal and Sinking 
Fund Installment in full and (B) the related Parity Reimbursement Obligations due and payable on the 
next succeeding Interest Payment Date or during the next succeeding Payment Period with respect to such 
Series of Subordinated PILOT Bonds; 

(x) To each Subaccount established with respect to a Series of Subordinated PILOT Bonds in 
the Subordinated PILOT Bonds Redemption Account in the Subordinated PILOT Bonds Bond Fund, pro 
rata, an amount equal to the redemption price of such Series of Subordinated PILOT Bonds which is due 
and payable on the next succeeding Interest Payment Date or during the next succeeding Payment Period; 

(xi) To reimburse each Reserve Account Credit Facility Provider for any amounts advanced 
under its Reserve Account Credit Facility relating to Subordinated PILOT Bonds, including paying 
interest thereon and any other amounts owed, in accordance with the terms of such Reserve Account 
Credit Facility; to the extent that on any date the amounts available for such reimbursement payments are 
insufficient to make all such payments, including interest, the amounts actually available will be paid, pro 
rata, to each Reserve Account Credit Facility Provider in proportion to the payments then due under the 
respective Reserve Account Credit Facilities; provided however, that if any such payment will not result 
in the reinstatement of a portion of such Reserve Account Credit Facility in an amount equal to such 
payment (excluding the portion thereof representing interest on such advance), such reimbursement 
payment will be made only after the payments otherwise required by the PILOT Bonds Indenture and 
described in subparagraphs (i) through (xiii) hereof; 



 

- 36 - 

(xii) If the balance in any Subaccount of the Subordinated PILOT Bonds Debt Service 
Reserve Account in the Subordinated PILOT Bonds Debt Service Reserve Fund is less than the 
Subordinated PILOT Bonds Debt Service Reserve Account Requirement for such Series of Subordinated 
PILOT Bonds, to such Subaccount of the Subordinated PILOT Bonds Debt Service Reserve Account in 
the Subordinated PILOT Bonds Debt Service Reserve Fund the amount necessary to satisfy the 
Subordinated PILOT Bonds Debt Service Reserve Account Requirement for such Series of Subordinated 
PILOT Bonds; to the extent that on any date the amounts available for such transfer are insufficient to 
make all such deposits in the Subaccounts of the Subordinated PILOT Bonds Debt Service Reserve 
Account, the amounts actually available shall be paid, pro rata, to each Subaccount of the Subordinated 
PILOT Bonds Debt Service Reserve Account in proportion to the amounts then necessary to satisfy the 
Subordinated PILOT Bonds Debt Service Reserve Account Requirement for applicable Series of 
Subordinated PILOT Bonds; 

(xiii) If the balance in any Subaccount of the Subordinated PILOT Bonds Strike and Liquidity 
Reserve Account in the Subordinated PILOT Bonds Debt Service Reserve Fund is less than the 
Subordinated PILOT Bonds Strike and Liquidity Reserve Account Requirement for such Series of 
Subordinated PILOT Bonds, to such Subaccount of the Subordinated PILOT Bonds Strike and Liquidity 
Reserve Account in the Subordinated PILOT Bonds Debt Service Reserve Fund the amount necessary to 
satisfy the Subordinated PILOT Bonds Strike and Liquidity Reserve Account Requirement for such 
Series of Subordinated PILOT Bonds; to the extent that on any date the amounts available for such 
transfer are insufficient to make all such deposits in the Subaccounts of the Subordinated PILOT Bonds 
Strike and Liquidity Reserve Account, the amounts actually available shall be paid, pro rata, to each 
Subaccount of the Subordinated PILOT Bonds Strike and Liquidity Reserve Account in proportion to the 
amounts then necessary to satisfy the Subordinated PILOT Bonds Strike and Liquidity Reserve Account 
Requirement for applicable Series of Subordinated PILOT Bonds;  

(xiv) To each Subaccount established for a Series of Subordinated PILOT Bonds in the 
Subordinated PILOT Bonds Interest Account in the Subordinated PILOT Bonds Bond Fund, pro rata, the 
amount necessary, if any, to pay any Swap Termination Payments due and payable in the next succeeding 
Payment Period with respect to Qualified Swaps relating to such Series of Subordinated PILOT Bonds, 
which amounts shall be segregated from and not commingled with any other moneys held in such 
Subaccount of the Subordinated PILOT Bonds Interest Account in the Subordinated PILOT Bonds Bond 
Fund, and the amount necessary, if any, any Other Swap Payments due and payable in the next 
succeeding Payment Period, which amounts designated for the payment of Other Swap Payments shall be 
segregated from and not commingled with any other moneys held in the Subordinated PILOT Bonds 
Interest Account in the Subordinated PILOT Bonds Bond Fund, and which amounts alone shall be 
available for the payment of any such Swap Termination Payments due and payable in the next 
succeeding Payment Period with respect to Qualified Swaps related to such Series of Subordinated 
PILOT Bonds and such Other Swap Payments, as applicable;  

(xv) To the PILOT Bonds Rebate Fund, the amount, if any, as shall be required to pay any 
PILOT Bonds Rebate Requirement; and 

(xvi) To the PILOT Bonds Administrative Cost Account, an amount, equal to the Issuer�s costs 
incurred in the administration of the PILOT Agreement or the PILOT Bonds Indenture. 

After making the deposits required by the PILOT Bonds Indenture and described in 
subparagraphs (i) through (xvi) above, any moneys remaining in the PILOT Bonds Revenue Fund are to 
be held in the PILOT Bonds Revenue Fund. 

The PILOT Bonds Indenture permits the Issuer to enter into Qualified Swaps, and payments 
under such Qualified Swaps are to be made pursuant to the provisions of the PILOT Bonds Indenture 
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described in the above flow of funds.  The PILOT Bonds Indenture also permits the Issuer to fund over 
time a deficiency in an account of the Senior PILOT Bonds Debt Service Reserve Fund or Subordinated 
PILOT Bonds Debt Service Reserve Fund.  See �APPENDIX L�SUMMARY OF THE PILOT BONDS 
INDENTURE.� 

Subject to the Issuer�s Unassigned PILOT Rights and the Issuer�s non-recourse obligation under 
the PILOT Bonds Indenture, the Issuer has covenanted under the PILOT Bonds Indenture that it will take 
no action nor omit to take any action under any Issuer Document that would materially impair the right or 
remedies of the Series 2009 PILOT Bondholders under the Series 2009 PILOT Bonds or the PILOT 
Bonds Indenture. 

Remedies upon Default under the PILOT Bonds Indenture 

Moneys held by the PILOT Trustee in the Debt Service and Reimbursement Fund held by the 
PILOT Trustee under the PILOT Assignment are held for the benefit of, and such fund is pledged to, the 
PILOT Bond Trustee.  In the event that an Event of Default under the PILOT Bonds Indenture occurs and 
is continuing, the PILOT Bond Trustee may demand the transfer by the PILOT Trustee to the PILOT 
Bond Trustee of all amounts, if any, held for the benefit of the PILOT Bond Trustee in the Debt Service 
and Reimbursement Fund.  In no event will the obligation of ArenaCo to make PILOTs under the 
PILOT Agreement be accelerated because of the occurrence of an Event of Default under the 
PILOT Bonds Indenture, and the Series 2009 PILOT Bonds are not subject to acceleration.  The 
Series 2009 PILOT Bondholders have no rights under the Leasehold PILOT Mortgages, and the 
Series 2009 PILOT Bonds are not secured by any interest in the Arena Project, the Arena Premises 
or any other portion of the Atlantic Yards Project.  See �RISK FACTORS AND INVESTMENT 
CONSIDERATIONS�Risks Associated with PILOTs�No Acceleration of PILOTs.�   

Senior PILOT Bonds Debt Service Reserve Fund 

Series 2009 PILOT Bonds Debt Service Reserve Subaccount 

The Series 2009 PILOT Bonds Debt Service Reserve Subaccount of the Senior PILOT Bonds 
Debt Service Reserve Account is required to be funded on the Arena Project Effective Date in an amount 
equal to $39,852,956, which amount is equal to Average Annual Debt Service on the Series 2009 PILOT 
Bonds as of their date of issuance (the �Senior PILOT Bonds Debt Service Reserve Account 
Requirement�).  Amounts in the Series 2009 PILOT Bonds Debt Service Reserve Subaccount will be 
available to pay the principal of and interest on the Series 2009 PILOT Bonds to the extent moneys on 
deposit in the Series 2009 PILOT Bonds Interest Subaccount and Series 2009 PILOT Bonds Principal 
Subaccount are insufficient for the purposes thereof on such Interest Payment Date.  All earnings on 
amounts in the Series 2009 PILOT Bonds Debt Service Reserve Subaccount will be retained therein if the 
amount on deposit therein is not at least equal to the Senior PILOT Bonds Debt Service Reserve Account 
Requirement established for the Series 2009 PILOT Bonds or, if no such deficiency exists, transferred to 
the Series 2009 PILOT Bonds Capitalized Interest Subaccount during the Construction Period and 
thereafter on each January 1 and July 1, to the Series 2009 PILOT Bonds Interest Subaccount, then to the 
Series 2009 PILOT Bonds Principal Subaccount, and finally to the PILOT Bonds Revenue Fund.  The 
Issuer will satisfy the Senior PILOT Bonds Debt Service Account Fund Requirement established for the 
Series 2009 PILOT Bonds with a cash deposit, from the proceeds of the Series 2009 PILOT Bonds, in an 
amount equal to the Senior PILOT Bonds Debt Service Reserve Account Requirement established for the 
Series 2009 PILOT Bonds.  In no event may the Issuer deposit or cause to be deposited in the Series 2009 
PILOT Bonds Debt Service Reserve Subaccount a reserve account credit facility in lieu of or in 
substitution for moneys on deposit in or to be deposited in such Subaccount.  See �APPENDIX L�
SUMMARY OF THE PILOT BONDS INDENTURE.� 
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 Series 2009 PILOT Bonds Strike and Liquidity Reserve Subaccount 

The Series 2009 PILOT Bonds Strike and Liquidity Reserve Subaccount of the Senior PILOT 
Bonds Strike and Liquidity Reserve Account is required to be funded on the Arena Project Effective Date 
in amount equal to $19,926,478, which amount is equal to one-half of Average Annual Debt Service on 
the Series 2009 PILOT Bonds as of their date of issuance (the �Senior PILOT Bonds Strike and Liquidity 
Reserve Fund Requirement�).  Amounts in the Series 2009 PILOT Bonds Strike and Liquidity Reserve 
Subaccount will be available to pay the principal of and interest on the Series 2009 PILOT Bonds to the 
extent (A) moneys on deposit in the Series 2009 PILOT Bonds Interest Subaccount, the Series 2009 
PILOT Bonds Principal Subaccount and the Series 2009 PILOT Bonds Debt Service Reserve Subaccount 
and required to be withdrawn from such subaccounts are insufficient for the purposes thereof on such 
Interest Payment Date, or (B) (1) a delay in the construction of the Arena Project has occurred and (2) on 
the next Interest Payment Date to occur following the date of the commencement of such delay, moneys 
on deposit in the Series 2009 PILOT Bonds Capitalized Interest Account and required to be withdrawn 
from such subaccount are insufficient to pay all or any part of the accrued interest due and payable on 
such Interest Payment Date.  All earnings on amounts in the Series 2009 PILOT Bonds Strike and 
Liquidity Reserve Subaccount will be retained therein if the amount on deposit therein is not at least equal 
to the Senior PILOT Bonds Strike and Liquidity Reserve Account Requirement established for the Series 
2009 PILOT Bonds or, if no such deficiency exists, transferred to the Series 2009 PILOT Bonds 
Capitalized Interest Subaccount during the Construction Period and thereafter on each January 1 and 
July 1, to the Series 2009 PILOT Bonds Interest Subaccount, then the Series 2009 PILOT Bonds 
Principal Subaccount, and finally the PILOT Bonds Revenue Fund.  The Issuer will satisfy the Senior 
PILOT Bonds Strike and Liquidity Reserve Account Requirement for the Series 2009 PILOT Bonds in 
part with a portion of the proceeds of the Series 2009 PILOT Bonds and in part available funds received 
from ArenaCo. See �APPENDIX L�SUMMARY OF THE PILOT BONDS INDENTURE.� 

�Strike� means any termination, suspension or cancellation of regular or post-season Home 
Games caused by (i) a players� strike or work stoppage called by the NBPA or any successor 
organization, (ii) an NBA lockout of the NBPA, or (iii) any other expiration or termination of a CBA. 

Series 2009 Non-Asset Bond Reserve Account 

Pursuant to the First Supplemental Indenture, in connection with the delivery of the Series 2009 
PILOT Bonds, ArenaCo will transfer to the PILOT Bond Trustee, from available funds, an amount, 
together with investment earnings, equal to the interest projected to accrue (and the amount of value to 
accrete, as applicable) on the Series 2009 PILOT Bonds from the date of delivery of the Series 2009 
PILOT Bonds to but not including July 15, 2010 plus costs of issuance including, without limitation, 
Underwriters� discount, plus an amount equal to the extraordinary mandatory redemption premium 
projected to be payable to holders of the Series 2009 PILOT Bonds in the event the Series 2009 PILOT 
Bonds are subject to extraordinary mandatory redemption on July 15, 2010, for deposit in the Series 2009 
Non-Asset Bond Reserve Account of the PILOT Bonds Project Fund established by the PILOT Bonds 
Indenture.  On or before June 10, 2010, if the Arena Project Effective Date has not yet occurred, ArenaCo 
will be required to transfer to the PILOT Bond Trustee, from available funds, an amount equal to the 
interest projected to accrue (and the amount of value to accrete, as applicable) on the Series 2009 PILOT 
Bonds from July 15, 2010 to but not including the Outside Commencement Date, plus an amount equal to 
the extraordinary mandatory redemption premium projected to be payable to holders of the Series 2009 
PILOT Bonds in the event the Series 2009 PILOT Bonds were subject to extraordinary mandatory 
redemption on the Outside Commencement Date.  The PILOT Bond Trustee is to deposit such amount(s) 
into the Series 2009 Non-Asset Bond Reserve Account in the PILOT Bonds Project Fund. 

Two (2) Business Days prior to an Interest Payment Date occurring prior to the earlier of the 
Arena Project Effective Date and the Extraordinary Mandatory Redemption Date, the PILOT Bond 
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Trustee is to transfer from the Series 2009 Non-Asset Bond Reserve Account to the Series 2009 PILOT 
Bonds Interest Subaccount an amount necessary to make the amounts on deposit therein equal to the 
interest due on the Series 2009 Current Interest PILOT Bonds and any Bond Fees related to the Series 
2009 PILOT Bonds due and payable on such Interest Payment Date.  Notwithstanding the foregoing 
provisions of the First Supplemental Indenture, on the Arena Project Effective Date, the PILOT Bond 
Trustee is to: (i) immediately transfer from the Series 2009 Non-Asset Bond Reserve Account to the 
Series 2009 PILOT Bonds Interest Subaccount the amount necessary to make the amount on deposit 
therein equal to accrued but unpaid interest on the Series 2009 PILOT Bonds to, but not including, the 
Arena Project Effective Date and (ii) then transfer any surplus in the Series 2009 Non-Asset Bond 
Reserve Account to the Series 2009 Additional Rent Account.  However, in the event of the occurrence of 
an Extraordinary Mandatory Redemption Date, amounts in the Series 2009 Non-Asset Bond Reserve 
Account are to be applied to the redemption of the Series 2009 PILOT Bonds at the applicable 
Redemption Price therefor.  See �THE SERIES 2009 PILOT BONDS�Redemption�Extraordinary 
Mandatory Redemption.� 

Series 2009 Additional Rent Account 

Pursuant to the Arena Lease Agreement, the Commencement Agreement and the First 
Supplemental Indenture, within five (5) Business Days following the date of the Vacant Possession 
Certificate, ArenaCo is required to deposit or cause to be deposited with the PILOT Bond Trustee cash 
and/or an Additional Rent Credit Facility (or Facilities) in the amount established as the Additional Rent 
Amount.  See �PLAN OF FINANCE�General�Additional Arena Project Financing.�  On the Arena 
Project Effective Date and on the first Business Day of each quarter thereafter, the PILOT Bond Trustee 
is to draw on the Additional Rent Credit Facility and deposit the proceeds of such draw into the 
Additional Rent Account.  With respect to any demand for payment under any Additional Rent Credit 
Facility, the PILOT Bond Trustee is to make such demand for payment in accordance with the terms of 
such Additional Rent Credit Facility at the earliest time provided therein to assure the availability of 
moneys on the payment date for which such moneys are required.  Upon receipt by the PILOT Bond 
Trustee of a requisition, the PILOT Bond Trustee is to first disburse moneys held for the credit of the 
Additional Rent Account for payment of the requisition and then, to the extent amounts on deposit in the 
Additional Rent Account are inadequate to make such payment, is to disburse funds on deposit in the 
Series 2009 PILOT Bonds Construction and Acquisition Account of the PILOT Bonds Project Fund in an 
amount equal to such deficiency.  Upon the disbursement of moneys from the Additional Rent Account, 
the amount so disbursed is to constitute Additional Rent for the payment of Project Costs.  Upon 
Completion of the Arena Project, any amount remaining in the Additional Rent Account is to be 
transferred to ArenaCo, provided that ArenaCo has certified to the City that the Transit Improvements 
have been completed and that ArenaCo (or any of its affiliates) has expended at least $13 million on the 
Transit Improvements.  To the extent that ArenaCo (and any of its affiliates) has expended, in the 
aggregate, less than $13 million on the Transit Improvements, the difference between the amount actually 
expended on the Transit Improvements and $13 million is to be transferred to the City. 

Additional PILOT Bonds 

The PILOT Bonds Indenture provides that the Issuer may issue Additional PILOT Bonds on a 
parity with, or subordinated to, the Series 2009 PILOT Bonds for any one (1) or more of the following 
purposes: (i) to provide for the costs of design, development, acquisition, construction and equipping of 
the Arena Project, (ii) to provide funds necessary to complete the Arena Project, (iii) to provide funds in 
excess of Restoration Funds to repair, relocate, replace, rebuild or restore the Arena in the event of 
damage, destruction or taking by eminent domain, (iv) to provide funds for extensions, additions, 
improvements or facilities to the Arena, the purpose of which must constitute a �project� within the 
meaning of the UDC Act, or (v) to refund Outstanding PILOT Bonds (or other obligations issued on a 
parity therewith).  Under current Internal Revenue Service rules, interest on any Additional PILOT Bonds 
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which are not Refunding PILOT Bonds would not be excluded from gross income for federal income tax 
purposes.   

If no Event of Default exists under the PILOT Bonds Indenture, the PILOT Agreement and the 
PILOT Assignment, Additional PILOT Bonds may be issued upon receipt by the PILOT Bond Trustee of, 
among other things, (i) a Rating Confirmation Notice with respect to any Outstanding Series 2009 PILOT 
Bonds, (ii) a written statement from the Construction Monitor: (1) if the Additional PILOT Bonds are 
being issued to finance Completion of or a Capital Addition to the Arena, giving an estimate of the cost of 
achieving Completion or such Capital Addition, as applicable (including all financing and related costs) 
and the date on which such Capital Addition is likely to be completed; and (2) stating an opinion that the 
proceeds of such Additional PILOT Bonds, together with any moneys identified and available for such 
purpose, will be sufficient to pay the cost of achieving Completion or completing the Capital Addition; 
and (iii) a certificate of an Accountant stating that the Pro Forma PILOTs Coverage Percentage is at least 
equal to the Initial PILOTs Coverage Percentage. 

Refunding PILOT Bonds 

The Issuer may issue one or more Series of Refunding PILOT Bonds at any time to refund 
Outstanding Series 2009 PILOT Bonds.  Refunding PILOT Bonds may be issued upon receipt of, among 
other things, a Rating Confirmation Notice with respect to the Refunding PILOT Bonds and any Series 
2009 PILOT Bonds which shall remain Outstanding following such refunding. 

NBA Consent Letter 

The making of PILOTs by ArenaCo and the contractual arrangements related thereto require the 
prior consent of the NBA.  The NBA originally approved of the PILOT Bond portion of the financing for 
the Arena Project on October 21, 2009.  In connection with the financing of the Arena Project, the NBA 
will issue a letter indicating its approval of and consent to the financing plan described therein (the �NBA 
Consent Letter�).  Pursuant to the terms of the NBA Consent Letter, the NBA is expected to consent to 
ArenaCo�s incurrence of the obligation to make PILOTs and the grant by ArenaCo of the liens on its 
leasehold interest in the Arena Premises and the Arena Project granted pursuant to the Leasehold PILOT 
Mortgages.  Pursuant to the NBA Consent Letter, the NBA�s consent is conditioned on ArenaCo and the 
other Requesting Parties being and remaining in compliance with all of the terms and conditions set forth 
therein, and on the continuing accuracy of the representations and warranties of ArenaCo and such other 
Requesting Parties. See �RISK FACTORS AND INVESTMENT CONSIDERATIONS�Risks Relating 
to the Series 2009 PILOT Bonds�NBA Consent Letter.�  All defined terms used under this heading and 
not defined in this Official Statement shall have the meanings set forth in the NBA Consent Letter. 

Pursuant to the NBA Consent Letter, the ability of ArenaCo to take certain actions permitted by 
the Transaction Documents, and the exercise by the PILOT Trustee of certain of its rights following the 
occurrence of an Event of Default, are subject to, and limited to the extent set forth in, the NBA Consent 
Letter.  In general, there is a one- (1-) year Standstill Period after a Default or Event of Default under the 
Transaction Documents, during which period the NBA may elect to offer the Collateral for sale and to 
select the purchaser therefor, provided that such purchaser agrees to make all PILOTs that are past due 
and assume the obligations of ArenaCo under the PILOT Agreement.  Under the NBA Consent Letter, 
however, with respect to the Leasehold PILOT Mortgages, the Standstill Period generally begins on the 
date that any PILOT is due and not paid in accordance with the PILOT Agreement and ends on the later 
to occur of: (a) the date on which all current and past due PILOTs are paid in full, and (b) the date which 
is one (1) year after the date the NBA received notice from the PILOT Trustee that such PILOT was due 
and not paid in accordance with the PILOT Agreement. 
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If the NBA pays or causes to be paid PILOTs that are then due and unpaid, and the Collateral is 
subsequently sold to a party that assumes the outstanding obligations of ArenaCo under the PILOT 
Agreement, the NBA Consent Letter entitles the NBA to be repaid from the proceeds of such sale of the 
Collateral any amounts so paid by the NBA, as further described below.  If a sale of the Collateral does 
not occur within the Standstill Period, the PILOT Trustee agrees in the NBA Consent Letter to cooperate 
with the NBA in connection with the identification of a purchaser for the Collateral, but the PILOT 
Trustee will retain all of its rights to foreclose under the applicable Leasehold PILOT Mortgage in 
accordance with its terms after the Standstill Period. 

Under the terms of the NBA Consent Letter, if any of the Collateral is sold, the proceeds are to be 
applied as follows: (i) first, for Pledged Collateral only, to the payment of PILOTs then due, and to the 
satisfaction of any amounts having priority over the amounts due to the NBA or the Secured Parties; (ii) 
second, to the satisfaction of amounts (if any) then due from the Team Parties to the NBA, the other NBA 
Entities or any other Person to whom NBA Obligations may be owed in respect of NBA Obligations; (iii) 
third, to the payment of out-of-pocket costs incurred by the NBA in conducting the sale or other 
disposition of the Collateral (and any other Basketball Related Assets sold along with such Collateral), 
including legal and accounting fees and investment bank or other sale consultants� commissions; (iv) 
fourth, to the satisfaction of the amounts then due to the NBA with respect to NBA Priming Loans; 
provided, that such priority shall be limited to NBA Priming Loans with an aggregate principal amount 
not to exceed the sum of $50 million and the amount of then accrued and unpaid interest and all 
reasonable related administrative costs incurred by the NBA in connection with such NBA Priming 
Loans; (v) fifth, to the NBA in payment of all NBA Cure Amounts; (vi) sixth, to the satisfaction of any 
remaining amounts then due to the NBA with respect to NBA Priming Loans; and (vii) seventh, to satisfy 
such other obligations of, and then to make the remaining amounts, if any, available for distribution to 
ArenaCo, in each case, in accordance with applicable law or as directed by a court of competent 
jurisdiction; provided, however, that, with respect to the preceding clause, each Team Party authorizes, 
pursuant to the NBA Consent Letter, the NBA to distribute such proceeds in accordance with such 
priorities and rights as may exist under the League Rules, except to the extent prohibited by applicable 
law or a court of competent jurisdiction.  See �RISK FACTORS AND INVESTMENT 
CONSIDERATIONS�Risks Associated with PILOTs�NBA Consent Letter.� 

PLAN OF FINANCE 

General 

Series 2009 PILOT Bonds 

The Issuer is issuing the Series 2009 PILOT Bonds for the purposes of  (i) providing a portion of 
the costs of acquisition and construction of the Arena Project; (ii) funding the Series 2009 PILOT Bonds 
Debt Service Reserve Subaccount in the amount of the Senior PILOT Bonds Debt Service Reserve 
Account Requirement for the Series 2009 PILOT Bonds; (iii) funding the Series 2009 PILOT Bonds 
Strike and Liquidity Reserve Subaccount in a portion of the amount of the Senior PILOT Bonds Strike 
and Liquidity Reserve Account Requirement for the Series 2009 PILOT Bonds; (iv) paying capitalized 
interest on the Series 2009 PILOT Bonds from the Arena Project Effective Date through May 15, 2012, 
and (v) reimbursing certain Costs of Issuance.  

The Series 2009 PILOT Bonds are special limited obligations of the Issuer, the principal of and 
premium, if any, and interest on which are payable out of and secured by (i) revenues of the Issuer 
derived and to be derived from PILOTs made by ArenaCo to ESDC under the PILOT Agreement and 
assigned by ESDC to the PILOT Trustee pursuant to the PILOT Assignment; (ii) all right, title and 
interest of the PILOT Bond Trustee in the Debt Service and Reimbursement Fund held by the PILOT 
Trustee under the PILOT Assignment; and (iii) all right, title and interest of the PILOT Bond Trustee in 
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certain funds and accounts held by the PILOT Bond Trustee under the PILOT Bonds Indenture.  Payment 
of the principal of, premium, if any, and interest on the Series 2009 PILOT Bonds will be made from the 
amounts received by the PILOT Trustee and transferred to the PILOT Bond Trustee under the PILOT 
Assignment, pursuant to which ESDC pledges, assigns, transfers and sets over to the PILOT Trustee all of 
ESDC�s right to and interest in all PILOTs due or to become due under the PILOT Agreement and any 
and all other rights and remedies of ESDC under or arising out of the PILOT Agreement, except for the 
Unassigned PILOT Rights.  Under the PILOT Assignment, the City also agrees, for the benefit of the 
holders of the Series 2009 PILOT Bonds, that the City will not limit or alter the rights vested in ESDC 
under the UDC Act to undertake the Arena Project, to establish and collect PILOTs under the PILOT 
Agreement or to fulfill the terms of the PILOT Assignment and the other documents and agreements 
entered into in connection therewith on behalf of the holders of the Series 2009 PILOT Bonds.  
Additionally, the City has agreed that it will not in any way impair the rights and remedies of the PILOT 
Trustee, the holders of the Series 2009 PILOT Bonds or the PILOT Bond Trustee until the Series 2009 
PILOT Bonds, together with interest thereon (and with interest on any unpaid installments of interest and 
all costs and expenses in connection with any action or proceeding by or on behalf of the holders thereof 
to collects amounts due), are fully paid and discharged.  See �SOURCES OF PAYMENT AND 
SECURITY FOR THE SERIES 2009 PILOT BONDS.� 

The City and State Capital Contributions 

The City�s capital contribution for the Arena Project, agreed under the City Funding Agreement 
to be in the aggregate amount of $131 million, will be made available to NYCEDC.  The State, acting 
through ESDC, will make a capital contribution of $100 million for certain costs incurred and to be 
incurred in connection with the construction of certain items of Atlantic Yards Project infrastructure 
(which items are described in detail in Exhibit C to the State Funding Agreement), which include a 
portion of the Related Infrastructure, which benefits but is not a part of the Arena Project.  ESDC and the 
Developer have entered into the State Funding Agreement, which provides for the funding and 
disbursement of the capital contributions to be made by the City and the State to the Developer and 
allocated to the Atlantic Yards Project.  NYCEDC and ESDC have entered into the City Funding 
Agreement pursuant to which NYCEDC will fund the City�s capital contribution to ESDC.  ESDC will 
utilize such contribution solely for disbursement to the Developer for certain costs incurred in connection 
with the acquisition by ESDC of the Arena Premises.  As of the date of this Official Statement, NYCEDC 
has funded approximately $85 million of the City Funding Portion, and the State has advanced 
approximately $75 million of the State Funding Portion.  The funding and disbursement of the remaining 
amounts of the City�s and the State�s capital contributions are subject to the satisfaction of certain 
requirements which include, without limitation, satisfying eligibility requirements for the types of 
expenditures requested for reimbursement.  ESDC�s obligation to disburse any amounts of the City 
Funding Portion is conditioned upon, and subject to, ESDC receiving the amount of such City Funding 
Portion from NYCEDC pursuant to the City Funding Agreement; accordingly, ESDC will be under no 
obligation to disburse any part of the City Funding Portion to the Developer except when, and to the 
extent that, funds for such disbursement have been released and made available to ESDC by NYCEDC.  
In addition, the funding and disbursement of a $15 million City Funding Portion is subject to the 
satisfaction of certain requirements set forth in the City Funding Agreement, including, without 
limitation, certification to the effect that at least $100 million of Total Project Costs have been or will be 
incurred on or prior to the Funding Date during the Third Contribution Period.  The funding and 
disbursement of the remaining $31 million of the City Funding Portion is also subject, without limitation, 
to the occurrence of the later of the issuance of the Series 2009 PILOT Bonds and the filing of a 
condemnation petition by ESDC.  See �RISK FACTORS AND INVESTMENT CONSIDERATIONS�
Risks Associated with Construction of the Arena Project�The Disbursement of the Remaining City and 
State Capital Contributions.�  Requisitions for the remaining funds have been submitted, and approval is 
anticipated on or prior to the date of delivery of the Series 2009 PILOT Bonds.  Pursuant to the State 
Funding Agreement, the City Funding Portion and the State Funding Portion are to be funded at the later 
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of ESDC�s filing of the condemnation petition and closing of the sale of the Series 2009 PILOT Bonds.  
Moneys received from the City and the State pursuant to the Public Funding Agreements will not be 
available to ArenaCo to make payments under the PILOT Agreement, nor will such moneys be available 
to the PILOT Bond Trustee to pay the principal of and premium, if any, and interest on the Series 2009 
PILOT Bonds.  Neither the State nor the City is or shall become obligated to pay the principal of or 
interest on the Series 2009 PILOT Bonds, and neither the faith and credit nor the taxing power of 
the State or City is pledged to such payment. 

Additional Arena Project Financing 

Certain costs of the Arena Project will be paid by ArenaCo or its members as part of ArenaCo�s 
obligations under the Arena Lease Agreement.  As of October 31, 2009, ArenaCo or its members have 
contributed approximately $71.5 million (which amount is net of $85 million of the City�s capital 
contribution) towards site preparation, site work, preconstruction costs, permits, architecture and 
engineering costs, legal and infrastructure costs, development fees and marketing in anticipation of that 
obligation. 

In connection with the delivery of the Series 2009 PILOT Bonds, ArenaCo will be required to 
deposit the Additional Rent Amount (estimated to be $324.8 million, which amount may ultimately be 
reduced to reflect prior expenditures made for the Arena Project and included in the budget for the Arena 
Project on and after November 1, 2009) into the Series 2009 Additional Rent Account in the PILOT 
Bonds Project Fund.  It is estimated that such deposit will cover the Completion Cost and the funding of a 
portion of the Series 2009 PILOT Bonds Strike and Liquidity Reserve Requirement.  All payments on 
account of such obligation will be paid as Additional Rent under the Arena Lease Agreement and treated 
ultimately as equity of ESDC in the Arena Project.  At the time of the issuance of the Series 2009 PILOT 
Bonds, ArenaCo will not have funds sufficient to pay the Additional Rent Amount, but ArenaCo expects 
to raise sufficient funds prior to the Arena Project Effective Date from one or more of the following 
sources:  (a)  the proceeds of the Purchase Price payable by the New Investor, subject to the New Investor 
entering into the Investment Agreement and consummating the transactions contemplated thereunder (for 
a description of the Investment Agreement and definitions of such terms, see �PROJECT 
PARTICIPANTS�The Arena Developer, ArenaCo and New Jersey Basketball�Anticipated New 
Investment�), (b) additional financing at one or more of the parent companies of ArenaCo, including but 
not limited to Arena HoldCo, (c) additional equity contributions from the Arena Developer, its parent 
companies, and/or the New Investor, subject to the New Investor entering into the Investment Agreement 
and consummating the transactions contemplated thereunder, (d) additional equity contributions from the 
third parties or (e) any combination of the foregoing, in each case subject to the receipt of any applicable 
NBA approvals.  Although ArenaCo expects that the necessary funds will be timely raised, there can be 
no assurance that the funds will be raised or that the amount of such funds will be sufficient to make the 
full payment of the Additional Rent Amount.  If such Additional Rent Amount is not paid, the Series 
2009 PILOT Bonds will be subject to extraordinary mandatory redemption as described herein.  After 
such initial deposit, additional payments will be required on account of any Completion Cost if, as 
construction progresses, the actual cost to achieve substantial completion of the Arena Project exceeds 
ArenaCo�s initial estimate.  Also in connection with the delivery of the Series 2009 PILOT Bonds, 
ArenaCo will be obligated to pay approximately $35.0 million (which amount shall be credited toward the 
Additional Rent Amount) costs of issuance, closing costs and interest on the Series 2009 PILOT Bonds 
from their date of delivery to but not including July 15, 2010.  See �INTRODUCTION�Commencement 
Agreement� and �THE SERIES 2009 PILOT BONDS�Redemption�Extraordinary Mandatory 
Redemption.� 
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Estimated Sources and Uses of Funds 

The following table shows the initial estimated sources and uses of funds necessary to accomplish 
the proposed plan of financing for the Arena Project: 

Estimated Sources of Funds:  
Series 2009 PILOT Bonds Proceeds .............................................................................. $507,073,752 
City Capital Contribution ............................................................................................... 131,000,000 
Expended Amounts and Additional Rent Amount(1) ...................................................... 396,345,021 

Total Estimated Sources ....................................................... $1,034,418,773 
  
Estimated Uses of Funds:  
Deposit to PILOT Bonds Project Fund(2)........................................................................ $894,979,982 
Deposit to Series 2009 PILOT Bonds Capitalized Interest Account(3)........................... 65,674,952 
Deposit to Series 2009 PILOT Bonds Debt Service Reserve Subaccount ..................... 39,852,956 
Deposit to Series 2009 PILOT Bonds Strike and Liquidity Reserve Subaccount.......... 19,926,478 
Costs of Issuance and Other Costs(4) .............................................................................. 13,984,405 

Total Estimated Uses............................................................. $1,034,418,773 
_________________ 
(1) Payable by ArenaCo to the Issuer pursuant to the Arena Lease Agreement. 
(2) The PILOT Bonds Project Fund will be net funded.  For the purposes hereof, the amounts in the PILOT Bonds Project Fund 

are estimated to bear interest at 0.85%, which results in $9.3 million of estimated interest earnings.  When the interest 
earnings on the PILOT Bonds Project Fund are combined with the $895.0 million initial deposit therein, the total funds 
available for construction are $904.3 million. 

(3) Includes net interest payable on the Series 2009 PILOT Bonds through May 15, 2012.   
(4) Includes Underwriters� discount, fees of counsel, and other miscellaneous expenses. 
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Debt Service Requirements 

The following table sets forth for each twelve (12) month period ending July 15, the estimated  
annual debt service requirements for the Series 2009 PILOT Bonds and estimated PILOTs: 

Period 
Ending  
July 15, 

Principal 
Payments(1) 

Interest 
Payments(2) 

Total Debt  
Service  

Payments 
Capitalized 
Interest(2) 

Aggregate 
Investment 
Earnings(3) 

Estimated 
Net Debt 
Service(4) 

Estimated 
PILOTs(4) 

2010 $-0- $16,817,117 $16,817,117 $16,817,117 $-0- $-0- $-0- 
2011 -0- 29,971,100 29,971,100 29,971,100 -0- -0- -0- 
2012 -0- 29,971,100 29,971,100 24,975,917 -0- 4,995,183 5,494,702 
2013 -0- 29,971,100 29,971,100 -0- 2,092,280 27,878,820 30,666,702 
2014 700,000 29,971,100 30,671,100 -0- 2,092,280 28,578,820 31,436,702 
2015 1,575,000 29,930,850 31,505,850 -0- 2,092,280 29,413,570 32,354,927 
2016 2,445,000 29,840,288 32,285,288 -0- 2,092,280 30,193,007 33,212,308 
2017 3,325,000 29,699,700 33,024,700 -0- 2,092,280 30,932,420 34,025,662 
2018 4,200,000 29,508,513 33,708,513 -0- 2,092,280 31,616,232 34,777,856 
2019 5,070,000 29,267,013 34,337,013 -0- 2,092,280 32,244,732 35,469,206 
2020 6,055,000 28,975,488 35,030,488 -0- 2,092,280 32,938,207 36,232,028 
2021 7,115,000 28,627,325 35,742,325 -0- 2,092,280 33,650,045 37,015,049 
2022 8,280,000 28,193,800 36,473,800 -0- 2,092,280 34,381,520 37,819,672 
2023 6,540,000 27,689,275 37,229,275 -0- 2,092,280 35,136,995 38,650,694 
2024 10,890,000 27,107,975 37,997,975 -0- 2,092,280 35,905,695 39,496,264 
2025 12,295,000 26,444,425 38,739,425 -0- 2,092,280 36,647,145 40,311,859 
2026 13,845,000 25,695,250 39,540,250 -0- 2,092,280 37,447,970 41,192,767 
2027 15,520,000 24,851,625 40,371,625 -0- 2,092,280 38,279,345 42,107,279 
2028 17,315,000 23,905,950 41,220,950 -0- 2,092,280 39,128,670 43,041,537 
2029 19,240,000 22,850,900 42,090,900 -0- 2,092,280 39,998,620 43,998,482 
2030 21,300,000 21,678,550 42,978,550 -0- 2,092,280 40,886,270 44,974,897 
2031 5,063,720 38,831,955 43,895,675 -0- 2,092,280 41,803,395 45,983,734 
2032 4,850,147 39,980,529 44,830,675 -0- 2,092,280 42,738,395 47,012,234 
2033 4,630,381 41,115,294 45,745,675 -0- 2,092,280 43,653,395 48,018,734 
2034 4,421,745 42,303,930 46,725,675 -0- 2,092,280 44,633,395 49,096,734 
2035 16,802,500 30,928,175 47,730,675 -0- 2,092,280 45,638,395 50,202,234 
2036 29,315,000 19,450,675 48,765,675 -0- 2,092,280 46,673,395 51,340,734 
2037 31,585,000 17,618,488 49,203,488 -0- 2,092,280 47,111,207 51,822,328 
2038 35,035,000 15,644,425 50,679,425 -0- 2,092,280 48,587,145 53,445,859 
2039 37,220,000 13,454,738 50,674,738 -0- 2,092,280 48,582,457 53,440,703 
2040 39,550,000 11,128,488 50,678,488 -0- 2,092,280 48,586,207 53,444,828 
2041 42,020,000 8,656,613 50,676,613 -0- 2,092,280 48,584,332 53,442,766 
2042 44,700,000 5,977,838 50,677,838 -0- 2,092,280 48,585,557 53,444,113 
2043 49,070,000 3,128,213 52,198,213 -0- 2,092,280 50,105,932 55,116,526 
2044 2,379,600 33,425,400 35,805,000 -0- 2,092,280 33,712,720 37,083,992 
2045 2,118,182 32,351,819 34,470,000 -0- 2,092,280 32,377,720 35,615,492 
2046 1,875,866 31,144,134 33,020,000 -0- 2,092,280 30,927,720 34,020,492 
2047 1,652,856 29,812,144 31,465,000 -0- 2,092,280 29,372,720 32,309,992 

TOTALS $510,999,997 $985,921,296 $1,496,921,292 $71,764,134 $24,409,935 $1,351,927,353 $1,487,120,088 
(1) Includes Sinking Fund Installments in the years in which the Sinking Fund Installments are due.  See �THE SERIES 2009 

PILOT BONDS�Redemption�Mandatory Sinking Fund Redemption.�  
(2) Interest payable from the Arena Project Effective Date through May 15, 2012 will be paid from the proceeds of the Series 

2009 PILOT Bonds.  Interest payable prior to the Arena Project Effective Date will be paid from amounts deposited to the 
Series 2009 Non-Asset Bond Reserve Account. 

(3) Represents aggregate estimated investment earnings on amounts deposited to the Series 2009 PILOT Bonds Debt Service 
Reserve Subaccount and Series 2009 PILOT Bonds Strike and Liquidity Reserve Subaccount. 

 (4) Results in minimum Initial PILOT Revenue Coverage Percentage of approximately 110%.  PILOTs may not exceed Actual 
Taxes.  Estimates of the amounts of PILOTs to become due are based on the Developer�s current estimates of total Arena 
Project development costs, the report of an independent third party and a current appraisal of the Arena Premises.  Actual 
Taxes will not be known until Finance fixes an assessed value for the completed Arena and the Arena Premises and the New 
York City Council fixes a tax rate for the next succeeding tax year.  See �SOURCES OF PAYMENT AND SECURITY 
FOR THE SERIES 2009 PILOT BONDS�Summary of Collection and Application of PILOTs.� 
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THE ARENA PROJECT 

The Arena 

The Arena Project will be constructed on the Arena Premises located in the Borough of Brooklyn, 
New York.  The Arena is being designed by AECOM Ellerbe Becket Architects and Engineers, P.C. (the 
�Architect�), and the façade of the Arena is being designed by ShoP Architects, P.C. (the �Façade 
Architect�).  The Arena will be located at the intersection of Atlantic Avenue and Flatbush Avenue 
adjacent to the Atlantic Terminal, New York City�s third largest transit hub.  Access is provided by ten 
(10) subway lines (the 2, 3, 4, 5, N, R, M, Q, B and D lines), the Long Island Rail Road and eleven (11) 
bus lines.  Forty million people pass through this hub annually.  As part of the Arena Project, RailCo will 
be constructing an extension of an underground tunnel from the existing transit station to a new entrance 
within the Urban Experience (that is, the open space public plaza) in front of the Arena�s main entrance, 
which will provide direct access to the Arena.  The Arena has been designed to NBA facility standards 
and to provide exceptional basketball sightlines from the lower and upper bowls.  When complete, the 
Arena is expected to have a maximum seating capacity for basketball of approximately 18,282 spectators, 
including 17,103 in non-suite seats and 1,179 in the various luxury suites, loge boxes and party suites.  
The Arena seating will also allow for simple reconfiguration to create seating options for as few as 3,000 
spectators.  The Arena will contain various amenities, to include eighty-three (83) standard luxury suites, 
twelve (12) courtside suites, six (6) conference suites, four (4) party suites, and forty (40) loge boxes.  
The four (4) party suites can be converted into two (2) larger party suites by the removal of a partition.  
The Arena will contain four (4) entrances, which includes one (1) premium entrance.  The premium 
entrance will be dedicated to premium customers and will deliver them directly to the exclusive suite 
levels.  The Arena will feature five (5) premium clubs, as well as a general admission restaurant.  The 
restaurant and two (2) of the clubs will have views into the bowl.  An on-site basketball practice court 
located near the main entrance will be an added amenity for the Arena and the Urban Experience as both 
Arena patrons and passers-by will be able to look down onto the below-grade basketball practice court.  
Additionally, there are views into the Arena bowl and of the scoreboard from the Urban Experience 
outside the Arena.  The Arena�s main concourse will be located at street level, meaning that lower bowl 
patrons will be able to access their seats without using vertical transportation.  The Arena�s concourses 
will also receive natural light from large windows on the Flatbush Avenue and Atlantic Avenue façades. 

The Arena�s façade is comprised of glass and metal panels that provide varying levels of 
transparency and opacity.  The façade�s materials form three separate but woven bands around the 
building�s volume.  The first band engages the ground; it rises and lowers to create a sense of visual 
transparency and transitions into a large canopy at the corner of Atlantic and Flatbush Avenues. The 
canopy, which is thirty (30) feet above ground level, contains an oculus that frames pedestrians� view of 
the Arena.  The second, a glass band, allows for views from inside and outside of the Arena. The third 
band floats around the roof of the Arena and varies in transparency. 

The Arena also will house food, beverage and merchandise concessions facilities, retail space, 
basketball operations offices for the Nets, function space, and other locker room and Nets training 
facilities, facilities for media and other functions and amenities appropriate to a state-of-the-art, first-class 
professional basketball facility.  In addition to hosting Home Games, the Arena will be designed to 
accommodate other entertainment, religious, sporting, cultural, theatrical, recreational, promotional, 
community and civic events, such as concerts, rodeos, circuses, ice skating shows, convocations, private 
parties, commercial film and television shoots, fashion shows, meetings, conventions, intercollegiate 
sporting events, auctions and tours. 



 

- 47 - 

Arena Project Development 

Arena Project Development Costs 

The following table sets forth ArenaCo�s estimates as of December 1, 2009 of the Arena Project 
development costs, and includes costs necessary for Arena Infrastructure, which costs will be paid or 
financed in part with the proceeds of the Series 2009 PILOT Bonds and in part by ArenaCo�s payment of 
Additional Rent and moneys from other sources.  The estimates are based on costs already incurred, the 
provisions of the Arena Design/Build Contract discussed below, remaining soft cost estimates with 
respect to construction of the Arena, certain contractor bids and current estimates with respect to 
construction of the Arena Infrastructure, and ArenaCo�s judgments and assumptions, which it believes are 
relevant and accurate.  Arena Project costs including site preparation costs, hard costs, soft costs and 
contingency which total approximately $807.1 million, and Arena Infrastructure costs total approximately 
$97.2 million.  Total Arena Project costs will thus equal approximately $904.3 million.  Of the 
approximately $904.3 million of total Arena Project costs, approximately $156.5 million has been 
expended as of October 31, 2009, which amount includes $85 million in City funds received under the 
Public Funding Agreements.  From November 1, 2009, approximately $747.8 million in costs are 
required to complete the Arena and Arena Infrastructure (approximately $655.8 million are Arena costs 
and approximately $92.0 million are Arena Infrastructure costs).  Of the approximately $655.8 million of 
remaining Arena costs, approximately $481.3 million are covered by the provisions of the Arena 
Design/Build Contract (exclusive of approximately $3.3 million which have been paid to the Arena 
Design/Build Contractor).  The approximately $481.3 million covered by the Design/Build Contract 
includes approximately $19.7 million of contingency.  Furthermore, there is an additional Arena Project 
contingency in the amount of approximately $33.4 million.   

Although the technical review of the Arena Design/Build Contract, other contractor bids and 
ArenaCo�s estimates for the Arena Project is on-going, in the opinion of Merritt & Harris, Inc. (the 
�Independent Engineer�), as of the date of this Official Statement, both the Arena Project budget and the 
construction schedule appear to be reasonable.  In addition, in the opinion of AE Com Technical Services 
Northeast, Inc. (formerly Earth Tech Northeast, Inc.), which has been retained by ESDC to act as it�s 
representative in reviewing the design of the Atlantic Yards Project for compliance with the design 
guidelines described in the MGPP, the design of the Arena Project as reflected in the plans and 
specifications appears to conform with such applicable design guidelines. 

Estimated Arena Project Development Costs 
(numbers in millions) 

Arena Costs:  
Site Preparation Costs ..................................................................................................................  $124.1 
Hard Costs (trades, general contractor/fee, permits, bonds, etc.) .................................................  465.6 
Soft Costs and Other ....................................................................................................................  172.4 
Hunt Contingency(1) ......................................................................................................................  19.7 
Owner�s Contingency� ................................................................................................................  25.3 

Subtotal � Arena Costs(2) ................................................................  $807.1 
Arena Infrastructure:  
Hard Costs (trades, general contractor/fee, permits, bonds, etc.)..................................................  $80.9 
Infrastructure Soft Costs ...............................................................................................................  8.1 
Infrastructure Contingency(1) ........................................................................................................  8.1 

Subtotal � Arena Infrastructure Costs(2) .......................................  $97.1 
  

Total Arena Project Costs(2) .............................................  $904.3 
_______________ 
(1) Total Arena Project contingency of $53.1. 
(2) Totals may not add due to rounding. 
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Arena Project Construction 

Pre-construction work for the Arena Project, including but not limited to excavation work at the 
Arena Premises, has commenced and is ongoing, and ArenaCo expects that construction of the Arena 
Project will be completed by the second calendar quarter of 2012. 

ArenaCo will be responsible for managing construction of the Arena Project.  On or before the 
date of delivery of the Series 2009 PILOT Bonds, ArenaCo will enter into a design/build contract with 
Hunt Construction Group, Inc. (the �Arena Design/Build Contractor�) for the design and construction of 
the Arena (the �Arena Design/Build Contract�).  The Arena Design/Build Contract will provide for a 
guaranteed maximum price.  Although the Arena Design/Build Contract contains provisions to establish 
and attain the completion date, there can be no assurance as to the exact timing of completion of the 
Arena Project or that unforeseen factors will not substantially delay the completion or increase the cost of 
the Arena Project.  However, the Arena Design/Build Contractor will be responsible for the entire 
construction and design work for the Arena and will subcontract with the Architect for the design and 
with the subcontractors for the construction of the Arena.  The Façade Architect will design the façade of 
the Arena in coordination with the Architect and its engineering consultants.  The façade consists of an 
exterior wall system composed of glass and metal panels with horizontal steel bands encircling the 
building.  The cost of the façade is included as an allowance in the guaranteed maximum price under the 
Design/Build Contract.  The Façade Architect is responsible for designing the façade of the Arena so that 
the cost of the façade is no greater than the allowance included for it in the guaranteed maximum price 
under the Design/Build Contract.  There can be no assurance, however, that the final cost of the façade 
will not exceed the allowance made therefor, and any costs incurred for the façade in excess of the 
allowance would cause the guaranteed maximum price to be adjusted for the actual cost of the design and 
construction thereof.  See �RISK FACTORS AND INVESTMENT CONSIDERATIONS�Risks 
Associated with Construction of the Arena�Construction Risks� and �APPENDIX D�SELECTED 
PROVISIONS OF THE ARENA DESIGN/BUILD CONTRACT� for selected provisions of the Arena 
Design/Build Contract. 

Arena Infrastructure 

ArenaCo or its affiliates will enter into contracts with contractors and/or construction managers 
for the development and construction of the �Arena Infrastructure,� which will include, without 
limitation, the following items: the Transit Improvements, the Urban Experience and other site work, and 
the Fourth Avenue Reconfiguration (as such items are described in more detail below).  ArenaCo and its 
affiliates anticipate retaining Turner Construction Company, a New York corporation (�Turner�), to 
provide program management and construction oversight services in connection with the Arena Project, 
including the Arena Infrastructure. 

Transit Improvement Agreement.  The Transit Authority and RailCo will enter into an agreement 
(the �Transit Improvement Agreement�) pursuant to which RailCo will undertake the design and 
construction of certain work described therein and furnish and install certain equipment in accordance 
with the Authority Standards (as such term is defined in the Transit Improvement Agreement) and the 
approved plans and specifications therefor.  Such work (the �Transit Improvements�) consists principally 
of: (i) construction of a new subway station entrance (the �Subway Entrance�), at grade at the southeast 
corner of Atlantic Avenue and Flatbush Avenue, that will serve as the main entrance from the Arena to 
the Atlantic Terminal transportation complex (the �Transportation Complex�); (ii) construction of a mass 
transit access area (the �Access Area�) located one (1) level below the street surface and containing a new 
fare control area (the �New Fare Control Area�) adjacent to the IRT (2/3/4/5) and BMT (Brighton) (B/Q) 
subway lines consisting of eleven (11) turnstiles, three (3) high wheels, and two (2) gates; (iii) installation 
of stairs, escalators and an elevator compliant with the Americans with Disabilities Act (the �ADA�) 
providing access to the New Fare Control Area from grade level; (iv) construction of a general purpose 
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ramp connection from the New Fare Control Area to the existing underpass at the south end of the IRT 
2/3/4/5 platform (the �Southern Underpass�); (v) restoration and reopening for public use of the Southern 
Underpass; (vi) construction of an ADA-compliant ramp connection from the New Fare Control Area to 
the Manhattan-bound IRT 2/3 platform; (vii) removal and relocation of any storage and equipment rooms 
that are impacted by the Transit Improvements; (viii) restoration of the stairs between the IRT 4/5 
platform and the Southern Underpass; (ix) installation of new stairs between the New Fare Control Area 
and the Brighton B/Q subway line mezzanine and from the Brighton subway line mezzanine to the 
Brighton subway line platform; (x) installation of new signage throughout the Transportation Complex 
(including directional signs and those contemplated by the TA Naming Rights Agreement); (xi) at the 
Transit Authority�s request, construction within the Access Area of a Transit Authority operations room 
to help coordinate train service and transit rider movement after Arena events; (xii) reconstruction of a 
closed street stair as a separate emergency stair to the sidewalk with a kiosk (if required) complying with 
requirements of the New York State Code Office; (xiii) relocation of existing Transit Authority vents on 
the east side of Flatbush Avenue between Atlantic Avenue and Fifth Avenue and repair of existing Transit 
Authority vent structures affected by the Transit Improvements to meet Authority Standards for load 
requirements (the �Vent Work�); and (xiv) fabrication and installation of an agent booth in the New Fare 
Control Area in accordance with Authority Standards.  RailCo may install a high quality fabric and steel 
temporary canopy over the Subway Entrance in accordance with the approved plans and specifications.  If 
RailCo or its affiliate or its successor does not commence the construction of a permanent building that 
would enclose the Subway Entrance within such building within ten (10) years after Final Completion of 
the Subway Entrance (as defined in and determined in accordance with the Transit Improvement 
Agreement), RailCo and/or such successor must replace the temporary canopy with a permanent canopy 
meeting the Authority Standards for a free-standing subway entrance.  If such temporary canopy is not 
replaced within such ten-year period, the Authority may construct such permanent canopy at RailCo�s 
expense.  If a temporary canopy is installed, the installation of a permanent canopy is not a condition of 
the achievement of Beneficial Use of the Subway Entrance, Substantial Completion or Final Completion, 
as each term is defined in the Transit Improvement Agreement. 

The Transit Improvement Agreement requires, among other things, that RailCo cause the design 
and construction of the Transit Improvements in accordance with applicable law and the drawings, 
specifications and a construction schedule submitted to and approved by the Transit Authority in 
accordance with the Transit Improvement Agreement.  The Transit Improvement Agreement also 
contains certain approval rights by the Transit Authority of the contractors and subcontractors performing 
the Transit Improvements.  RailCo is required to reimburse the Transit Authority for its costs in reviewing 
RailCo�s design submissions, overseeing the construction work, and providing personnel in connection 
with performing certain work and with respect to track outages and to indemnify the MTA, the Transit 
Authority and certain other entities with respect to claims arising from the Transit Improvements.  RailCo 
is also required to maintain certain insurance during the performance of the Transit Improvements.  
RailCo is required to commence construction of the work under the Transit Improvement Agreement 
within three (3) months after the later of (i) the date of commencement of the excavation of foundations 
for the Arena and (ii) the Arena Project Effective Date under the Commencement Agreement. 

In addition, as part of the Transit Improvements, RailCo is obligated to reinforce and repair at its 
own cost and in accordance with standards and procedures set forth in the Transit Improvement 
Agreement any subway tunnel structural support members that are found to exhibit a twenty-five percent 
(25%) or greater section loss and that are in the load path of the Transit Improvements.  The Arena 
Developer has performed some preliminary testing on the support members within the subway tunnels to 
determine their structural integrity, and such testing indicated that some columns had deterioration in 
excess of twenty-five percent (25%); however, neither the final quantity of columns with more than 
twenty-five percent (25%) deterioration nor the level of deterioration of untested columns is known.  
Funds for such tunnel support repair work will be provided for out of contingency funds in the budget for 
the Arena Project.  The total cost of the Transit Improvements, which estimate is based on bids received 
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on so-called �ninety percent� (90%) construction documents, is anticipated to be approximately $71.6 
million, $3.2 million of which has been contributed and $68.4 million of which is remaining. 

RailCo must achieve Beneficial Use of the Subway Entrance (as such term is defined in the 
Transit Improvement Agreement) as a condition to the Arena opening for its first public event (the �Arena 
Opening Date�), subject to certain exceptions (i.e., force majeure delays, �Railroad Emergencies� (as 
such term is defined in the Transit Improvement Agreement) and delays caused by the Transit Authority�s 
failure to comply with any of its obligations under the Transit Improvement Agreement (�Authority 
Delay�) (to the extent the Authority Delay exceeds forty (40) days in the aggregate), such as to provide 
timely approvals, track outages, and force account labor, provided that RailCo timely notifies the Transit 
Authority of the occurrence of the applicable event) (the �Delay Exceptions�).  In addition, under certain 
limited circumstances, RailCo will be entitled to an additional extension of up to ninety (90) days on 
account of extraordinary conditions with respect to structural steel supports.  Furthermore, subject to the 
Delay Exceptions, ArenaCo, as an affiliate of RailCo, is prohibited from accepting the issuance of any 
temporary or permanent certificate of occupancy for the Arena prior to the time that Beneficial Use of the 
Subway Entrance is achieved.  Subject to Authority Delay, Railroad Emergency and force majeure, 
RailCo is required to achieve Substantial Completion of the Transit Improvements (other than the Vent 
Work) within 120 days after Beneficial Use of the Subway Entrance is achieved, achieve Final 
Completion of the Transit Improvements (other than the Vent Work) within three (3) months after 
Substantial Completion (other than of the Vent Work) is achieved, achieve Substantial Completion of the 
Vent Work within three (3) months after Substantial Completion of the other components of the Transit 
Improvements and achieve Final Completion of the Vent Work within three (3) months after Final 
Completion of the other components of the Transit Improvements.  If achievement of Beneficial Use, 
Substantial Completion or Final Completion is delayed on account of the Delay Exceptions, the time 
period for RailCo to achieve the applicable milestone will be extended by the aggregate number of days 
that delays due to the Delay Exceptions exceeded the Budgeted Delay Period.  If the Beneficial Use 
milestone is so extended, ArenaCo may open the Arena for public events and may accept the issuance of 
a temporary certificate of occupancy for the Arena prior to the Beneficial Use Achievement Date (as such 
term is defined in the Transit Improvement Agreement).  If Beneficial Use of the Subway Entrance is not 
achieved by the Arena Opening Date due to the Delay Exceptions, the Transit Authority and RailCo are to 
cooperate to assure the safety and convenience of the public in entering and exiting the Arena.  So-called 
�100% complete� construction documents have been delivered to the Transit Authority for review and 
approval, which documents include responses to the Transit Authority�s comments on earlier 
submissions.  RailCo intends to enter into a separate agreement with a general contractor for the 
performance of the Transit Improvements.  FCE will provide to the Transit Authority a guaranty of 
completion of the Transit Improvements.  The PILOT Bond Trustee and holders of the Series 2009 
PILOT Bonds will not have any rights under such guaranty. See �RISK FACTORS AND 
INVESTMENT CONSIDERATION�Risks Associated with Construction of the Arena Project�
Construction Risks.�  In the event that RailCo fails to timely achieve Substantial Completion and/or Final 
Completion of the applicable portions of the Transit Improvements within the periods specified above, the 
Transit Authority may exercise against RailCo (but not ArenaCo) certain remedies provided in the Transit 
Improvement Agreement, including the requirement of the payment of liquidated damages.     

As of the date that the street entrance at the southern end of the Subway Station and any stairway 
and other access leading from such entrance and other means of access to and from the Arena and the 
Subway Station and the temporary and permanent canopy are each opened for use (collectively the 
�Subway Access�), RailCo will maintain and repair the Subway Access to the Authority Standards, at its 
expense.  RailCo has no obligation to provide maintenance in areas beyond the unpaid zone of the New 
Fare Control Area or inside the agent booth, station command center or other Transit Authority facilities, 
which are for the exclusive use of Transit Authority personnel. 
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If RailCo or its affiliates is unable to obtain financing for the Arena Project satisfactory to RailCo 
in its sole discretion, (ii) RailCo or its affiliates abandons the Atlantic Yards Project, (iii) a permanent 
injunction is entered enjoining the carrying out of the Atlantic Yards Project beyond all applicable rights 
of appeal or (iv) the Atlantic Yards Project is otherwise terminated, and provided that no construction 
work has been commenced under the Transit Improvements Agreement, RailCo may elect to terminate 
the Transit Improvement Agreement by providing notice of such election to the Transit Authority. 

The Transit Authority has the right to terminate the Transit Improvement Agreement if an Event 
of Default (as defined in the Transit Improvement Agreement) occurs thereunder. 

Contemporaneously with the execution of the Transit Improvement Agreement, ESDC, the 
Transit Authority and either ArenaCo or its affiliate will execute an easement agreement (the �Transit 
Improvements Easement�) granting the Transit Authority permanent access to portions of the Transit 
Improvements to be located within the Arena Premises as are reasonably necessary for access to and from 
the Transportation Complex as a means of ingress and egress by transit users, and a license for purposes 
of inspection, repair and maintenance by employees, agents and licensees of the Transit Authority.  Under 
the terms of the Transit Improvements Easement, ArenaCo, as the tenant under the Arena Lease 
Agreement, is responsible for the performance of all obligations of ESDC thereunder.  The Transit 
Improvements Easement and a memorandum of the Transit Improvement Agreement will be recorded 
against the Arena Premises and will be superior to the Arena Premises Interim Lease Agreement, the 
Ground Lease, the Arena Lease Agreement and the Leasehold PILOT Mortgages.  The Transit 
Improvement Agreement and the Transit Improvements Easement will be held in escrow by the 
Document Agent pursuant to the Commencement Agreement.  See �INTRODUCTION�Commencement 
Agreement� and �APPENDIX K�SUMMARY OF THE COMMENCEMENT AGREEMENT.� 

Site Work.  The Arena Premises �Site Work� will include the design and construction of the 
sidewalks for the Arena Premises, bollards and street trees.  Site Work will also include construction of 
the �Urban Experience,� which is an interim condition until a so-called �Urban Room� is developed by 
AYDC or its affiliate or assignee, as required by the Development Agreement between ESDC and the 
Developer.  The Urban Experience will be an outdoor urban plaza designed to be located at the southeast 
corner of Flatbush Avenue and Atlantic Avenue and will be a significant public amenity complying with 
the basic use and design principles of the Urban Room, as set forth in the Atlantic Yards Design 
Guidelines.  The plaza will be no less than 10,000 square feet in area and will be generally open to the 
public twenty-four (24) hours a day, seven (7) days a week.  It is anticipated that the plaza will include the 
following elements: landscaping, retail, seating, the new subway entrance, and space to allow for formal 
and informal public uses, such as outdoor performances, temporary markets, and art installations.  In 
addition, the plaza may include public art or a prominent sculptural element (such as a canopy or other 
architectural feature that could be part of the Arena and/or the Transit Improvements).  The design of the 
Urban Experience is not yet complete, and the Developer has not yet contracted for its construction.  The 
total cost for Site Work is anticipated to be approximately $22.9 million (approximately $1.9 million of 
which has been contributed and approximately $21.0 million of which is remaining).  Turner has 
estimated the cost of constructing and installing the sidewalks, bollards and street trees (approximately 
$14.3 million of total Site Work cost) based on ninety percent (90%) construction documents, and the 
Arena Developer has estimated the anticipated approximately $6.6 million cost of the plaza based on a 
conceptual design. The concepts and plans for the Site Work have been developed in consultation with 
the relevant public sector entities, whose final approval is still required. 

Fourth Avenue Reconfiguration.  The �Fourth Avenue Reconfiguration� work consists of street, 
curb and sidewalk improvements which will eliminate northbound traffic on Fourth Avenue between 
Flatbush Avenue and Atlantic Avenue by extending the existing pedestrian island, re-striping the 
roadway, and changing the traffic signals to accommodate the revised roadway geometry, all as required 
in the final EIS approved by ESDC.  See �THE ARENA PROJECT�Governmental Permits and 
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Approvals.�  The Fourth Avenue Reconfiguration has been designed to the extent required for review by 
the New York City Department of Transportation (the �DOT�), but full engineering plans are not yet 
complete.  Contractors have not yet been hired to perform the Fourth Avenue Reconfiguration.  The cost 
of the Fourth Avenue Reconfiguration is estimated by Turner to be approximately $2.7 million, based on 
preliminary design drawings and a preliminary builder�s pavement plan. 

Estimated costs of the Arena Infrastructure are included in the Arena Budget and are expected to 
be paid for in part from the proceeds of the Series 2009 PILOT Bonds.  However, if sufficient other funds 
are not made available to complete the Arena Project, the Series 2009 PILOT Bonds will be subject to 
extraordinary mandatory redemption as described herein.  See �INTRODUCTION�Commencement 
Agreement� and �THE SERIES 2009 PILOT BONDS�Redemption�Extraordinary Mandatory 
Redemption.� 

 Related Infrastructure 

General.  In addition to the construction of the Arena Infrastructure, certain other items of 
infrastructure (the �Related Infrastructure�) will be required in order to open the Arena.  Total Related 
Infrastructure Improvement Costs are projected to be $195.0 million, approximately $94.5 million of 
which has been incurred as of October 31, 2009, and $100.5 million of which is remaining to be incurred.  
The costs of such Related Infrastructure are not covered by the proceeds of the Series 2009 PILOT Bonds.  
Such work overlaps with that of the Atlantic Yards Project, some of which is in progress and all of which 
will be performed by AYDC or its affiliates and funded from other sources, including but mot limited to 
amounts received from the State under the State Funding Agreement.  Funds needed to complete the 
Related Infrastructure will be deposited by AYDC in a trust account, separate from the funds and 
accounts established under the PILOT Bonds Indenture for the Series 2009 PILOT Bonds, on or about the 
date on which ESDC acquires vacant possession of the Arena Premises and certain other parcels within 
the AY Project Site, as described below under ��Infrastructure Trust Agreement.�  However, if such 
funds are not made available at that time, the Series 2009 PILOT Bonds will be subject to extraordinary 
mandatory redemption as described herein.  See �INTRODUCTION�Commencement Agreement� and 
�THE SERIES 2009 PILOT BONDS�Redemption�Extraordinary Mandatory Redemption.� 

The Related Infrastructure will include the following work necessary for the development, 
construction, equipment and operation of the Arena: construction of a temporary rail yard in order to 
move most of LIRR operations off of the Arena Premises; excavation and relocation of sewer pipes and 
water mains from Fifth Avenue and Pacific Avenue to permit construction of the Arena Project and to 
service the Arena; demolition of existing improvements; environmental remediation; and the rebuilding of 
the Carlton Avenue Bridge which links Atlantic Avenue and Pacific Street on the East side of the AY 
Project Site, between Sixth Avenue and Vanderbilt Avenue.  Parking to service Arena patrons on a non-
exclusive basis will initially be provided on the eastern side of the AY Project Site, on Block 1129 on the 
Borough of Brooklyn Tax Map (�Block 1129�), to service the Arena.  See �ARENA MANAGEMENT 
AND OPERATIONS�Project Leases and Agreements¾Parking Easement.� 

Infrastructure Trust Agreement.  The funds necessary to complete the Related Infrastructure will 
be held pursuant to the Infrastructure Trust Agreement among AYDC, the City and The Bank of New 
York Mellon, as Infrastructure Trustee (the �Infrastructure Trust Agreement�).  The Infrastructure Trust 
Agreement requires that, at the time of the delivery of Vacant Possession of the parcels that make up the 
first taking of land within the AY Project Site, including the Arena Premises, (i) $15.0 million be placed 
in a Bridge Construction Account to be used for costs of the construction of the Carlton Avenue Bridge, 
and (ii) such funds as are required by the Construction Monitor to complete other Related Infrastructure 
improvements be placed in an Infrastructure Improvements Account (such account, together with the 
Bridge Construction Account, the �Infrastructure Fund�). The Infrastructure Trustee will disburse the 
funds in accordance with the requisition requests made by the Construction Monitor.  Pursuant to the 
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Infrastructure Trust Agreement, no requisition requests to draw funds from the Bridge Construction 
Account may be approved until the Construction Monitor certifies that the amount required to complete 
the construction of the Carlton Avenue Bridge is less than or equal to $15.0 million and is sufficient to 
complete such construction.  At the time of the issuance of the Series 2009 PILOT Bonds, AYDC will not 
have funds sufficient to pay for the deposits to be made into the Infrastructure Fund, which deposits are 
required under the Infrastructure Trust Agreement for construction of the Carlton Avenue Bridge and the 
other Related Infrastructure work.  However, AYDC expects to raise sufficient funds by the Arena Project 
Effective Date from additional equity contributions from the Arena Developer, its parent companies, the 
New Investor, and/or other third party investors, additional financing at one or more of the parent 
companies of AYDC, or any combination of the foregoing.  Although AYDC expects that the necessary 
funds will be timely raised, there can be no assurance that the funds will be raised or that the amount of 
such funds will be sufficient to make the deposits necessary to be made into the Infrastructure Fund.  If 
such deposit is not fully or timely made, the Series 2009 PILOT Bonds will be subject to extraordinary 
mandatory redemption. See �THE SERIES 2009 PILOT BONDS�Redemption�Extraordinary 
Mandatory Redemption.� 

Temporary Yard.  The �Temporary Yard Work� consists of the construction by RailCo of a 
temporary commuter railroad storage yard and train servicing and maintenance facility (the �Temporary 
Yard�) in accordance with drawings and specifications that have been approved by the MTA and LIRR.  
The Temporary Yard is being built on Blocks 1120 and 1121 on the Borough of Brooklyn Tax Map.  
Pursuant to the LIRR Vanderbilt Yard License for Temporary Yard Work, dated as of February 14, 2007, 
as amended to date, between the MTA and LIRR, as Licensors, and RailCo, as Licensee, the Temporary 
Yard Work is required to be entirely completed by March 1, 2010.  RailCo has entered into separate 
agreements for construction management services, excavation, electrical, track, signal and switch, trestle 
and cable bridge, and other construction work required to construct the Temporary Yard.  Each such 
contract requires the work to be performed in accordance with the project construction schedule and the 
applicable drawings and specifications, mandates the maintenance of liability and other insurance, and 
calls for indemnification of the MTA and LIRR against claims and damages due to, among other things, 
bodily injury and property damage arising from the performance of the work.  RailCo has delivered a 
notice of substantial completion of the Temporary Yard to the MTA and LIRR and as of the date of this 
Official Statement is awaiting sign-off from the MTA and LIRR.  As of the date of this Official 
Statement, LIRR has moved operations into the completed Temporary Yard, has de-energized the existing 
tracks within the Arena Premises, and has signed an agreement with RailCo which allows for the cutting 
and removal of such track by RailCo.  Of the budgeted hard-cost amount of $65.7 million, $55.8 million 
has been expended as of October 31, 2009, with approximately $9.9 million remaining to be expended, of 
which amount approximately $8.3 million consists mainly of so-called �dead-heading� costs of LIRR.  
FCE has delivered to the MTA and LIRR a completion guaranty for the Temporary Yard Work, together 
with a letter of credit in the amount of $5.0 million, to secure the completion of the Temporary Yard 
Work and certain other obligations of RailCo, the Arena Developer and other affiliates of ArenaCo.  The 
PILOT Bond Trustee and holders of the Series 2009 PILOT Bonds will not have any rights under 
such guaranty. 

Utility Relocation.  The utility relocation work consists of the excavation, removal, rerouting and 
upgrading of municipal water and sewer lines currently in portions of Fifth Avenue and Pacific Street 
within the Arena Premises. Utility relocation work includes designing and constructing new combined 
sewers and water mains, with associated valves and chambers to service the Arena Project, in the street 
beds of Sixth Avenue, Dean Street, Flatbush Avenue and Atlantic Avenue, in order to replace those 
services removed from the Arena Premises.  Excavation and support work necessary to install new sewers 
to service the Arena Project has commenced on portions of the Arena Premises and adjacent areas, and 
the utility relocation work is scheduled to be completed on or about April 2010.  The Developer has 
entered into a construction management agreement for the oversight and coordination of this work, 
together with separate trade contracts for the installation of the work.  Each such contract requires, among 
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other things, that the work be performed in accordance with the project construction schedule and the 
applicable drawings and specifications, mandates the maintenance of liability and other insurance, and 
calls for indemnification of the Developer against claims and damages due to, among other things, bodily 
injury and property damage arising from the performance of the work. Of the total $26.8 million in hard 
costs budgeted for this work, approximately $17.7 million has already been completed under a contract 
with Felix Associates, LLC.  The balance of work, approximately $9.1 million, will be earned under 
extensions to this contract.  Approximately $870,000 of contingency is included in the remaining balance. 

Demolition.  The demolition work for the overall Atlantic Yards Project consists of asbestos 
abatement (where required), demolition, and removal of all various structures on the properties 
comprising the Atlantic Yards Project.  Of the budgeted amount of $22.2 million, approximately $11.1 
million has been expended as of October 31, 2009 and approximately $11.1 million is remaining to be 
expended.  A significant number of the structures originally located on the AY Project Site have 
previously been demolished.  The remaining balance of the demolition work consists of demolishing the 
remaining structures on the properties to which ESDC will take title by eminent domain in order to 
construct the Arena Project.  The affected properties include parcels on Block 1127 on the Tax Map of the 
Borough of Brooklyn, which are in the Arena footprint, and parcels on Block 1129 (two (2) blocks to the 
east) that must be cleared to accommodate staging, construction trailers and worker parking as required in 
the final EIS approved by ESDC, as well as parking for Arena patrons.  Contracts have not been entered 
into for this remaining work, which is expected to commence when ESDC acquires vacant possession of 
the parcels.  The remaining budgeted amount of approximately $11.1 million is based on bids for the 
Arena Block buildings and estimates based on bids for the demolition of the buildings on Block 1129 and 
includes approximately $1.0 million of contingency. 

Environmental Remediation.  The environmental remediation work consists of the excavation and 
legal disposal of any contaminated soil and other materials found on the Arena Premises as well as work 
in progress related to remediation of prior petroleum spills currently under way at the site.  Excavation 
and soil remediation of portions of the Arena Premises and adjacent areas has commenced for purposes of   
Arena Project construction.  Of the budgeted amount of $22.9 million, approximately $9.8 million has 
been expended as of October 31, 2009 and $13.1 million is remaining to be expended.  The remaining 
balance, which includes approximately $1.1 million of contingency, is associated primarily with the 
excavation and legal disposal of contaminated soil and other materials.  No contracts have been entered 
into to perform the remaining work.  The Arena Developer will obtain environmental insurance for 
unanticipated environmental liability as required under the Arena Premises Interim Lease Agreement and 
Arena Lease Agreement. 

Carlton Avenue Bridge.  The Carlton Avenue Bridge work consists of the demolition and 
reconstruction of the bridge which was previously situated at Carlton Avenue between Pacific Street and 
Atlantic Avenue.  As provided under the Arena Lease Agreement, substantial completion of the Carlton 
Avenue Bridge reconstruction is a condition to the opening of the Arena.  Drawings and specifications for 
reconstruction of the bridge will require approval by the DOT pursuant to a Carlton Avenue Bridge 
Construction Agreement, dated December 17, 2007, between the City, acting by and through the 
Commissioner of the Department of Transportation, and RailCo (the �Carlton Avenue Bridge 
Agreement�).  Among other things, the Carlton Avenue Bridge Agreement requires RailCo to (i) cause its 
contractors to demolish and reconstruct the bridge in strict accordance with the approved plans, (ii) 
furnish record drawings showing the bridge as-constructed, and (iii) grant the DOT an irrevocable 
permanent easement for the purpose of allowing the DOT to access the bridge for inspections, 
maintenance, repair and reconstruction, as and when required.  Subject to unavoidable delays, which 
include litigation challenging the approvals for, or seeking to enjoin the development of, the Atlantic 
Yards Project (including the Arena Project), force majeure delays, and certain other conditions, the 
Carlton Avenue Bridge reconstruction is required to be completed within thirty-six (36) months after the 
initial closure of the existing bridge (which occurred on or about January 23, 2008), or RailCo will be 
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liable for liquidated damages in the amount of $10,000 per day.  The obligation to commence 
construction has been deferred due to an Unavoidable Delay (as such term is defined in the Carlton 
Avenue Bridge Construction Agreement).  Notwithstanding the foregoing description of �unavoidable 
delays,� the Carlton Avenue Bridge Agreement provides that RailCo will be responsible for Substantially 
Completing the Carlton Avenue Bridge reconstruction no later than sixty (60) months from the date of 
execution of such agreement, regardless of any unavoidable delays, unless the unavoidable delay directly 
and specifically precludes RailCo from Substantially Completing the Carlton Avenue Bridge 
reconstruction.  See �LITIGATION�Litigation Related to the Arena Project.�  Such obligation will be 
reinstated upon the closing of the issuance of the Series 2009 PILOT Bonds.  RailCo�s obligation to 
complete the Carlton Avenue Bridge work pursuant to such agreement has been guaranteed by FCE.  The 
PILOT Bond Trustee and holders of the Series 2009 PILOT Bonds will not have any rights under 
such guaranty.  Additionally, the Carlton Avenue Bridge Agreement requires that RailCo cause the 
contractor it retains to reconstruct the bridge to furnish payment and performance bonds guaranteeing 
performance and payments to subcontractors.  During construction, and in accordance with the approved 
maintenance and protection of traffic plan, vehicular and pedestrian traffic on the bridge will be diverted 
to the Sixth Avenue Bridge situated at Sixth Avenue between Pacific Street and Atlantic Avenue until 
completion of the construction work.  To date, the pre-existing Carlton Avenue bridge has been 
demolished, but RailCo has not yet begun reconstruction or entered into contracts to perform such work.  
The Carlton Avenue Bridge work has a budget of $13.1 million, which amount includes $1.1 million of 
contingency and is based on 100% drawings and specifications provided to the DOT. 

In order to reconstruct the Carlton Avenue Bridge, RailCo must also complete construction of 
certain elements of work related to the permanent commuter railroad storage yard and train servicing and 
maintenance facility (the �CAB Yard Work�) to be built for LIRR under the Yard Relocation and 
Construction Agreement to be entered into among the MTA, LIRR and RailCo (the �Permanent Yard 
Construction Agreement�).  The budgeted amount for the CAB Yard Work is $42.7 million, including 
contingency of $3.8 million, based on a cost estimate prepared by the engineering firm of Gannett 
Fleming, Inc. for a conceptual design of such work.  Approximately $90,000 of costs associated with the 
CAB Yard Work have been expended as of October 31, 2009.  The final design and specifications of the 
CAB Yard Work will be subject to the approval of the MTA and LIRR, and the prosecution of such work 
will be governed by the provisions of the Permanent Yard Construction Agreement.  After the approval of 
technical drawings for the CAB Yard Work, provided that no Event of Default then exists under the 
Permanent Yard Construction Agreement (as defined therein), RailCo has the right to commence the 
CAB Yard Work, provided that RailCo delivers to the MTA and LIRR a guaranty of the performance of 
RailCo�s obligations described in the next succeeding sentence, together with required bonds and 
insurance.  The PILOT Bond Trustee and holders of the Series 2009 PILOT Bonds will not have any 
rights under such guaranty.  In the event that the Permanent Yard Construction Agreement is 
terminated prior to completion of the CAB Yard Work, at LIRR�s option, RailCo is to either (a) secure 
the CAB Yard Work so that the same does not present a risk to life or safety, (b) promptly restore the 
CAB Yard Work to enable LIRR to utilize the yard in the manner the same was utilized on the date of the 
Permanent Yard Construction Agreement to the extent practicable in LIRR�s reasonable determination or 
(c) complete the CAB Yard Work.  In the event that the Carlton Avenue Bridge reconstruction and/or the 
CAB Yard Work are not completed, the Arena will not be allowed to open for public events.  The 
Permanent Yard Construction Agreement will be held in escrow by the Document Agent pursuant to the 
Commencement Agreement.  See �RISK FACTORS AND INVESTMENT CONSIDERATION�Risks 
Associated with Construction of the Arena�Construction Risks.� 

Parking.  The Arena Lease Agreement requires ArenaCo to have access to at least 1,100 parking 
spaces for the Arena on a nonexclusive basis.  ArenaCo will be the beneficiary of an easement 
appurtenant to the Arena Premises granting ArenaCo the right to access and use such parking spaces 
whenever the Arena is open on one (1) or more parcels in the vicinity of the Arena Premises.  ESDC will 
acquire such parcels through its exercise of the power of eminent domain as part of the first taking of land 
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for the Atlantic Yards Project and will lease such parcels to an affiliate of ArenaCo.  ESDC will grant 
such easement, and ArenaCo�s affiliate will undertake within such easement to build such parking spaces, 
at its own cost and expense, and will retain the right to receive any and all revenues derived from such 
parking.  Such affiliate will also retain the right to design such parking in any configuration suitable to it.  
Construction work to provide this parking, which is anticipated to be on grade at the time of the Arena 
opening, consists of site grading, paving, striping, lighting and fencing and is currently estimated at $1.6 
million.  ArenaCo�s affiliate may engage a third party operator to run the parking operation and, for an 
agreed upon share of parking revenues, such operator may provide additional parking equipment, such as 
stackers, if required.  See �ARENA MANAGEMENT AND OPERATIONS�Project Leases and 
Agreements�Parking Easement.� 

TA Naming Rights Agreement 

RailCo will enter into a Naming Rights Agreement with the MTA and the Transit Authority (the 
�TA Naming Rights Agreement�) pursuant to which the MTA and the Transit Authority will (i) change the 
name of the Atlantic Avenue/Pacific Street Subway Station (the �Subway Station�) to include the name 
�Barclays Center� during the twenty- (20-) year term of the TA Naming Rights Agreement (which will 
commence upon the achievement of Beneficial Use of the Subway Entrance, (ii) refer to the new station 
name in way-finding Subway and Subway Station signage, which signage changes will be made by 
RailCo at its expense as part of the work under the Transit Improvement Agreement, (iii) upon the next 
publication of Subway system maps following the achievement of Beneficial Use of the Subway Station, 
modify all Subway system maps to refer to the new station name and (iv) endeavor to refer to the new 
station name in subway train stop audio announcements that reference the Subway Station.  RailCo will 
reimburse the Transit Authority for all costs incurred by the Transit Authority in connection with the 
signage changes and pay the Transit Authority a fee of $200,000 per annum.  RailCo is responsible for the 
maintenance of all signage in the Subway Station within the unpaid zone of the New Fare Control Area in 
accordance with the general standards of maintenance of the Subway System.  The Authority is 
responsible for the maintenance of all signage in the Subway Station that is not within the unpaid zone of 
the New Fare Control Area. 

In the event that during the term of the TA Naming Rights Agreement, the MTA or the Transit 
Authority elects to negotiate with a third party the terms of a prospective naming rights agreement for the 
Subway Station that will take effect after the scheduled expiration date of the TA Naming Rights 
Agreement, RailCo will have a right of first refusal to enter into an agreement for such naming rights. 

The TA Naming Rights Agreement will be held in escrow by the Document Agent pursuant to the 
Commencement Agreement.  See �INTRODUCTION�Commencement Agreement� and 
�APPENDIX K�SUMMARY OF THE COMMENCEMENT AGREEMENT.� 

Governmental Permits and Approvals 

As described herein under the heading �THE ISSUER�General,� the Issuer is a not-for-profit 
local development corporation formed to finance certain components of the Atlantic Yards Project, 
including (but not restricted to) the design, development and construction of the Arena Project.  On 
September 11, 2009, the Issuer declared its official intent to issue tax-exempt bonds and use the proceeds 
thereof to finance the payment of certain costs of the Arena Project.  The Issuer�s Board adopted a 
Resolution at its November 24, 2009 meeting, approving the issuance of the Series 2009 PILOT Bonds. 

The process by which ESDC will acquire the properties necessary for the first phase of the 
Atlantic Yards Project is described below under ��Condemnation and Vacant Possession.� 
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The Atlantic Yards Project (including the Arena Project) has been the subject of review pursuant 
to the State Environmental Quality Review Act (�SEQRA�).  As �lead agency� under SEQRA, ESDC 
issued a draft environmental impact statement (�EIS�) for the Project on July 18, 2006.  Thereafter, ESDC 
held public hearings and prepared a final EIS which was accepted by the ESDC Board of Directors on 
November 27, 2006.  In December 2006, the ESDC Board and the MTA�s Board of Directors approved 
and adopted SEQRA findings regarding the Atlantic Yards Project (including the Arena Project).  See 
�LITIGATION�Litigation Related to the Arena Project�Environmental, Condemnation and Related 
Matters.� 

The Arena Project will be constructed as part of the Atlantic Yards Project.  The Atlantic Yards 
Project, including the Arena Project, was approved by ESDC in the MGPP.  The Atlantic Yards Project 
and ESDC�s participation were approved by the New York State Public Authorities Control Board (the 
�PACB�) on December 20, 2006.  During the approval process, ESDC approved the use of its eminent 
domain powers to acquire property needed for the Atlantic Yards Project, including the Arena Project.  
ESDC held several public hearings and also prepared a full EIS which described the potential impacts of 
the Atlantic Yards Project and the measures designed to mitigate those impacts.  See �LITIGATION�
Litigation Related to the Arena Project�Environmental, Condemnation and Related Matters.�  The sale 
of certain property currently used by LIRR for its Vanderbilt Yard and needed for construction of the 
Arena Project was approved by the MTA and LIRR on December 13, 2006, which approvals were 
modified on June 24, 2009. 

Prior to completion of the Arena Project, a number of governmental permits and approvals must 
be obtained.  See �RISK FACTORS AND INVESTMENT CONSIDERATIONS�Risks Associated with 
Construction of the Arena�Governmental Permits and Approvals� and ��Environmental Matters.�  
ArenaCo expects that the other permits required for the Arena Project will be obtained in the ordinary 
course as they are required.  Such permits will likely include building permits, liquor licenses, and various 
approvals by ESDC and the City.   

Condemnation and Vacant Possession 

On September 18, 2009, the Developer and ESDC entered into a Land Acquisition Funding, 
Property Management and Relocation Agreement, to be as amended as of December 23, 2009 (the 
�LAFPMRA�), pursuant to which ESDC agreed to exercise its power of eminent domain to condemn or 
otherwise acquire portions of the property required for the Atlantic Yards Project, including the Arena 
Project.  To date, all litigation challenges to ESDC�s determination and findings pursuant to Section 207 
of the New York State Eminent Domain Procedure Law (�EDPL�) have been resolved in ESDC�s favor.  
Pursuant to the EDPL, ESDC has sent offer letters to all owners of the properties to be condemned in the 
so-called �First Taking.�  ESDC will commence a proceeding to acquire the properties necessary for the 
first phase of the Atlantic Yards Project, including the Arena Project, by the filing and service of a notice 
of petition and a condemnation petition on the property owners pursuant to EDPL Section 402.  Pursuant 
to EDPL Section 402(B)(2), ESDC must serve the notice of petition and petition on the property owners 
at least twenty (20) days prior to the return date of the petition.  Upon the Court�s granting the petition by 
order and the filing of such order with copies of the acquisition maps, title to the property sought to be 
acquired will vest in ESDC.  Subject to certain additional litigation which may be commenced, in 
ESDC�s judgment, a condemnation order will be issued in a timely fashion. 

After ESDC obtains title to the property, it must send notices of its acquisition of such property 
through condemnation to each property owner not more than thirty (30) days after the order vesting title.  
Thereafter, ESDC may apply to the condemnation court pursuant to EDPL Section 405 for a writ of 
assistance for possession.  The application for a writ of assistance is brought by motion which, depending 
on the mode of service, must provide at least twenty (20) days� notice to an occupant prior to the return 
date of a motion seeking eviction of such occupant�s premises.  In determining the date to require the 
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occupants to vacate, the Court will consider whether ESDC has an immediate need for the property, the 
needs of the occupants and the relocation services offered by ESDC to the occupants. 

See �RISK FACTORS AND INVESTMENT CONSIDERATIONS�Risks Associated with 
Construction of the Arena Project�Potential Delays in the Condemnation Process� and ��Failure to 
Satisfy Vacant Possession Release Conditions.�  See also �LITIGATION�Litigation Related to the 
Arena Project�Environmental, Condemnation and Related Matters.� 

PROJECT PARTICIPANTS 

New York State Urban Development Corporation d/b/a Empire State Development Corporation 

ESDC will be the fee owner of the Arena Premises and the Arena Project and will be the lessor of 
the Arena Premises and the Arena Project to the Issuer under the Ground Lease.  Because the Arena 
Premises and the Arena Project to be constructed thereon will be owned by ESDC, no general ad valorem 
real estate taxes will be payable with respect thereto.  Pursuant to the UDC Act, ESDC is permitted to 
agree to make PILOTs or cause PILOTs to be made to the City.  Pursuant to the PILOT Agreement and 
the PILOT Assignment, the City is participating in the Arena Project by, among other things, foregoing 
receipt of the PILOTs and approving the assignment of the PILOTs payable to ESDC to the PILOT 
Trustee in part to support the repayment of the Series 2009 PILOT Bonds.  See ��The State of New 
York� and ��The City of New York� below.  ESDC is not and shall not be obligated to pay the 
principal of or interest on the Series 2009 PILOT Bonds. 

Brooklyn Arena Local Development Corporation 

The Issuer will be the lessee of the Arena Premises and the Arena Project under the Ground Lease 
and will sublease the Arena Premises and the Arena Project to ArenaCo under the Arena Lease 
Agreement.  The Issuer will also be a party to, and a beneficiary of, the Non-Relocation Agreement and 
will be a party to the PILOT Agreement and the PILOT Assignment.  See �THE ISSUER� and �ARENA 
MANAGEMENT AND OPERATIONS�Project Leases and Agreements.� 

The State of New York 

The State, acting through ESDC, will make a capital contribution of $100 million for certain costs 
incurred and to be incurred in connection with the construction of certain items of Atlantic Yards Project 
infrastructure (which items are described in detail in Exhibit C to the State Funding Agreement), which 
include a portion of the Related Infrastructure, which benefits but is not a part of the Arena Project.  
ESDC approved, among other things, such funding on December 8, 2006 as a part of its approval of the 
General Project Plan for the Atlantic Yards Project.  The PACB confirmed and approved ESDC�s actions 
on December 20, 2006.  ESDC and the Developer entered into the State Funding Agreement, which 
provides for the funding and disbursement of the capital contributions to be made by the City and the 
State to the Developer and allocated to the Atlantic Yards Project, including the Arena Project.  As of the 
date of this Official Statement, the State has disbursed approximately $75 million of the State Funding 
Portion.  The disbursement of the remaining amount of the State Funding Portion is subject to the 
satisfaction of certain requirements which include, without limitation, satisfying eligibility requirements 
for the types of expenditures requested for reimbursement.  In addition, ESDC�s obligation to disburse 
any City Funding Portion is conditioned upon, and subject to, ESDC receiving the amount of such City 
Funding Portion from NYCEDC pursuant to the City Funding Agreement; accordingly, ESDC will be 
under no obligation to disburse any part of the City Funding Portion to the Developer except when, and to 
the extent that, funds for such disbursement have been released and made available to ESDC by 
NYCEDC.  See �PLAN OF FINANCE� and �RISK FACTORS AND INVESTMENT 
CONSIDERATIONS�Risks Associated with Construction of the Arena Project�The Disbursement of 
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the Remaining City and State Capital Contributions.�  The State is not and shall not be obligated to 
pay the principal of or interest on the Series 2009 PILOT Bonds, and neither the faith and credit 
nor the taxing power of the State is pledged to such payment. 

The City of New York 

The City will be a party to, inter alia, the PILOT Agreement and the PILOT Assignment.  
Pursuant to the authority vested in the Mayor under Section 8 of the City Charter, and in accordance with 
the UDC Act, the Mayor, acting on behalf of the City, is authorized to (i) enter into the PILOT Agreement 
and the PILOT Assignment, (ii) agree to forego, waive or surrender the City�s right to receive all or any 
portion of PILOTs that the City would otherwise be entitled to receive under the PILOT Agreement, (iii) 
direct the disposition thereof by ESDC and (iv) assign, transfer and convey its right, title and interest in 
and to any or all of such PILOTs.  The City, through the PILOT Assignment, will assign certain PILOTs 
to the PILOT Trustee, to be in turn assigned and transferred by the PILOT Trustee to the PILOT Bond 
Trustee and applied to the payment of debt service on the Series 2009 PILOT Bonds.  Such PILOTs 
would otherwise have been deposited into the City�s general fund. 

The City�s capital contribution for the Arena Project, in the aggregate amount of $131 million, 
will be made available to NYCEDC for transfer to ESDC and disbursement to the Developer upon the 
satisfaction of certain conditions.  As of the date of this Official Statement, NYCEDC has disbursed 
approximately $85 million of the City Funding Portion, which amount has been disbursed to the 
Developer by ESDC.  The funding and disbursement of the remaining City Funding Portion is subject to 
the satisfaction of certain requirements which include, without limitation, satisfying eligibility 
requirements for the types of expenditures requested for reimbursement.  ESDC�s obligation to disburse 
any City Funding Portion is conditioned upon, and subject to, ESDC receiving the amount of such City 
Funding Portion from NYCEDC pursuant to the City Funding Agreement; accordingly, ESDC will be 
under no obligation to disburse any part of the City Funding Portion to the Developer except when, and to 
the extent that, funds for such disbursement have been released and made available to ESDC by 
NYCEDC.  In addition, the funding and disbursement of $15 million of the City Funding Portion is also 
subject to the satisfaction of certain requirements set forth in the City Funding Agreement, including, 
without limitation, certification to the effect that at least $100 million of Total Project Costs have been or 
will be incurred on or prior to the Funding Date during the Third Contribution Period.  The funding and 
disbursement of the remaining $31 million of the City Funding Portion is also subject, without limitation, 
to the occurrence of the later of the issuance of the Series 2009 PILOT Bonds and the filing of a 
condemnation petition by ESDC.  See �PLAN OF FINANCE� and �RISK FACTORS AND 
INVESTMENT CONSIDERATIONS�Risks Associated with Construction of the Arena Project�The 
Disbursement of the Remaining City and State Capital Contributions.�  The City is not and shall not be 
obligated to pay the principal of or interest on the Series 2009 PILOT Bonds, and neither the faith 
and credit nor the taxing power of the City is pledged to such payment. 

The Arena Developer, ArenaCo and New Jersey Basketball 

General 

The Arena Developer is an affiliate of New Jersey Basketball and was formed for the purpose of 
managing the development aspects of the Arena Project.  ArenaCo, a newly-formed special purpose entity 
and subsidiary of Arena HoldCo, a wholly-owned subsidiary of the Arena Developer, will be the tenant of 
the Arena Premises and the Arena Project under the Arena Lease Agreement as well as the licensor of the 
Arena under the Nets License Agreement and will be responsible for making all PILOTs under the PILOT 
Agreement.  ArenaCo will receive all Arena Tenant Revenue, which will be used by ArenaCo to make 
PILOTs under the PILOT Agreement, to pay Rent under the Arena Lease Agreement, to pay certain costs 
of operating and maintaining the Arena, and to pay for certain capital repairs and improvements as well as 
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all expenses directly related to the generation of Arena Tenant Revenue, including consulting fees and 
legal fees.  For a description of ArenaCo�s anticipated operating results, see �ARENA MANAGEMENT 
AND OPERATIONS.� 

The sole member of ArenaCo will be Arena HoldCo.  Pursuant to ArenaCo�s operating 
agreement (the �ArenaCo Operating Agreement�), ArenaCo may not make distributions to Arena HoldCo 
unless: (i) such distribution will not violate any applicable law; (ii) in the �Operating Year� (defined in 
the ArenaCo Operating Agreement as the period from July 1 of a given year through June 30 of the next 
succeeding year) immediately preceding the then current Operating Year, ArenaCo�s actual revenues for 
such Operating Year were at least equal to the sum of (a) the PILOTs scheduled to be made in such 
Operating Year, (b) the actual expenses of ArenaCo for such Operating Year, and (c) the Base Rent and 
Supplemental Base Rent, if any, each as defined in the Arena Lease Agreement, scheduled to be paid in 
such Operating Year; (iii) in the then current Operating Year, ArenaCo�s available cash and cash 
equivalents are at least equal to the sum of (a) the PILOT Reserve Amount, (b) $2 million, and (c) the 
budgeted expenses of ArenaCo reflected in the Operating Budget for the remainder of such Operating 
Year following the date of the proposed distribution; and (iv) the sum of (a) the Projected Net Operating 
Income for the immediately subsequent Operating Year and (b) the Operational Expenditure Reserve 
Account Balance is at least equal to the Distribution Threshold Amount.  Capitalized terms used but not 
defined in the preceding sentence are defined in the ArenaCo Operating Agreement.  See �APPENDIX 
T�ARENACO OPERATING AGREEMENT.� 

Nets Sports and Entertainment, LLC, a Delaware limited liability company (�NSE LLC�), is the 
100% owner of (i) the Arena Developer, which is in turn the 100% owner of ArenaCo, and (ii) Brooklyn 
Basketball, LLC, which is in turn the 100% owner of New Jersey Basketball.  NSE LLC is owned by a 
group of investors and is managed by a Chairman�s Council and headed by its Chairman, Bruce C. 
Ratner.  Mr. Ratner is Chief Executive Officer of FCRC, a real estate development company principally 
engaged in the ownership, development, management and construction of commercial and multi-family 
residential real estate in New York City. 

New Jersey Basketball, an NBA member, is the owner of the Nets.  New Jersey Basketball will 
be the licensee of the Arena under the Nets License Agreement and a party to the Non-Relocation 
Agreement.  New Jersey Basketball will retain all Nets Team Revenue under the Nets License 
Agreement.  For a description of the ownership structure of the Nets organization, see �ARENA 
MANAGEMENT AND OPERATIONS�Organizational Structure.� 

Anticipated New Investment 

On December 15, 2009, NSE LLC and certain of its subsidiaries, including the Arena Developer 
(collectively, the �NSE Parties�), entered into an �LLC interest purchase agreement� (the �Investment 
Agreement�) with certain newly-formed entities that will be directly or indirectly owned by the Onexim 
Group (collectively, the �New Investor�), a Russian private investment fund founded by Mikhail 
Prokhorov.  Pursuant to the Investment Agreement, the New Investor will, among other things, invest 
$200 million (the �Purchase Price�) and make certain contingent funding commitments, including but not 
limited to a commitment to fund up to $60 million (in the aggregate) in losses or cash needs of 
BasketballCo prior to the date of completion of the Arena Project, in exchange for forty-five percent 
(45%) of the equity of the Arena Developer and eighty percent (80%) of the equity of BasketballCo, the 
indirect owner of 100% of New Jersey Basketball (collectively, the �Sale Transaction�). 

The obligations of the parties to complete the Sale Transaction will be subject to the satisfaction or 
waiver of certain conditions set forth in the Investment Agreement.  Each of the NSE Parties and the New 
Investor will agree to use its reasonable best efforts to fulfill or obtain the fulfillment of the conditions for 
which each party is responsible, which include the consent of the NBA, the receipt of title to and vacant 
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possession of the Arena Premises, the availability of the proceeds of the Series 2009 PILOT Bonds pursuant 
to the PILOT Bonds Indenture and the Commencement Agreement, the consent of certain lenders to NSE 
LLC and Brooklyn Basketball, LLC and other customary conditions.  The Investment Agreement contains 
various customary representations, warranties and covenants, and certain indemnification obligations of 
NSE LLC to the New Investor. 

Pursuant to the Investment Agreement, at the closing of the Sale transaction, the New Investor and 
NSE LLC will also enter into an amended and restated limited liability company agreement for each of the 
Arena Developer and an entity that will be the indirect owner of New Jersey Basketball, referred to herein as 
�BasketballCo� (the �Arena Developer Operating Agreement� and the �BasketballCo Operating 
Agreement�, respectively), providing for on-going governance and other matters.  Under the Arena 
Developer Operating Agreement, the Arena Developer will be managed by a board of directors controlled 
by NSE LLC, subject to certain consent rights of the New Investor.  In addition, NSE LLC will be solely 
responsible for providing any required additional funding to the Arena Developer (which in turn will be 
contributed to Arena HoldCo) in the event that ArenaCo is obligated to pay any amounts in excess of the 
estimated Completion Cost necessary to complete the Arena Project.  Under the BasketballCo Operating 
Agreement, BasketballCo will be managed by a board of directors controlled by the New Investor, subject 
to certain consent rights of NSE LLC, and the New Investor and NSE LLC will assume responsibility for 
certain contingent obligations.  See �RISK FACTORS AND INVESTMENT CONSIDERATIONS�
Anticipated Change in Majority Ownership of New Jersey Basketball and Anticipated Significant New 
Outside Investment in the Arena Developer� and ��NBA Approval of the Sale Transaction.� 

For a description of the current ownership structure of NSE LLC, the Arena Developer and New 
Jersey Basketball, and a description of the anticipated new ownership structure of the Arena Developer 
and New Jersey Basketball, see �ARENA MANAGEMENT AND OPERATIONS�Organizational 
Structure.� 

The Arena Developer 

FCRC entered into an agreement dated as of June 1, 2005 with the Arena Developer to develop 
the Arena Project.  Pursuant to such development agreement, FCRC is currently entitled to an annual 
reimbursement not to exceed, in the aggregate, the greater of $7 million or five percent (5%) of 
cumulative total Arena Project costs at such time less all such reimbursement previously made to the 
Arena Developer, payable in monthly installments.  Total Arena Project costs are estimated subject to 
adjustment from time to time for actual amounts.  FCRC is also to be reimbursed for all out-of-pocket 
costs and expenses incurred by it in connection with the Arena Project, payable not more frequently than 
monthly.  Such agreement provides that it will terminate upon the substantial completion of the Arena 
(subject to punchlist items), or upon earlier termination by either party due to certain specified defaults. 

FCRC was founded in 1988 as an affiliate of FCE, an owner, developer and manager of a diverse 
portfolio of real estate property located throughout the United States, which is listed on the New York 
Stock Exchange (FCE.A and FCE.B).  FCRC is a full service vertical developer, with 166 employees.  Its 
core competencies lie in large scale, mixed-use, public-private development projects in all five (5) 
boroughs of New York City.  FCRC has been responsible for some of New York�s largest State and City 
development initiatives, such as the Battery Park City Hotel and Retail Complex; MetroTech Center � 
approximately 6.5 million square feet of Class A office space in downtown Brooklyn, home to blue chip 
tenants such as Goldman, Sachs & Co., Morgan Stanley, JPMorgan Chase, and the Fire Department, City 
of New York; and the 42nd Street Redevelopment � a 444-room Times Square Hilton Hotel constructed 
over an approximately 300,000 square foot entertainment complex.  It developed The New York Times 
Building � totaling approximately 1.6 million square feet, approximately 700,000 square feet of which are 
owned and occupied by The New York Times Company and approximately 900,000 square feet of which 
are owned and operated by FCRC.  Additionally, FCRC developed approximately 1,165,000 square feet 
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directly across the street from the Arena Project comprised of the Atlantic Center Mall (approximately 
395,000 square feet), the Atlantic Terminal Mall (approximately 370,000 square feet), and the Atlantic 
Terminal Office Building (approximately 400,000 square feet).  This unique, urban, infill mixed use 
complex was constructed on top of the Atlantic Terminal transit hub which will service the Arena Project.  
FCRC has completed thirty-seven (37) development projects in past last twenty (20) years, containing 
approximately 13 million square feet with an additional approximately 11 million square feet in the 
pipeline. 

FCE was founded in 1920 and has been a publicly traded company since 1960.  FCE is 
principally engaged in the ownership, development, management and acquisition of commercial and 
residential real estate properties in twenty-seven (27) states and the District of Columbia.  FCE�s core 
markets include the New York City/Philadelphia metropolitan area, Denver, Boston, Greater Washington 
D.C./Baltimore metropolitan area, Chicago and the state of California.  FCE has offices in Albuquerque, 
Boston, Chicago, Denver, London (England), Los Angeles, New York City, San Francisco and 
Washington, D.C., and its corporate headquarters are in Cleveland, Ohio.  FCE has approximately $11.7 
billion in total assets (as of July 31, 2009) and operates under three (3) strategic business units: 

 
The Commercial Group, FCE�s largest business unit, has ownership interests in 101 retail, office and life 
science, hotel and mixed-use properties.  As of January 31, 2009, the group�s portfolio included:  

· Forty-seven (47) retail properties containing approximately 14.6 million square feet of gross 
leasable area (�GLA�); 

· Forty-eight (48) office properties containing approximately 13.3 million square feet of GLA; and 

· Five (5) hotels with 1,823 rooms. 

The Residential Group owns and/or manages rental units in urban and suburban apartment communities, 
adaptive re-use, supported living properties and military housing communities.  As of January 31, 2009, 
the group�s portfolio included ownership interest in the following: 

· 122 properties with over 36,000 residential units; and 

· Eight (8) military housing communities with more than 11,950 units. 

The Land Development Group acquires and sells raw land and sells fully-entitled developed lots to 
residential, commercial and industrial customers, and owns and develops raw land into master-planned 
communities, mixed use projects and other residential developments.  As of January 31, 2009, the group�s 
portfolio included approximately 10,840 acres of undeveloped land for commercial and residential 
development purposes. 

The Arena Design/Build Contractor 

The Arena Design/Build Contractor, Hunt Construction Group, Inc., is one of the premier 
builders of sports facilities in the U.S., and is ranked by Engineering News-Record as one of the nation�s 
top commercial construction firms.  The Arena Design/Build Contractor has built over 100 sports venues 
since the early 1960s (among them thirteen (13) arenas for NBA teams), including Time Warner Cable 
Arena, US Airways Arena, AT&T Center, Toyota Center, United Center, Conseco Fieldhouse, Lucas Oil 
Stadium, University of Phoenix Stadium, Miller Park, Heinz Field, Raymond James Stadium and the New 
York Mets� Citi Field, to name several.  The Arena Design/Build Contractor typically maintains a volume 
of $6 billion to $8 billion of work under contract nationally in a dozen different industries.  In 2010, the 
Arena Design/Build Contractor will complete work on two (2) additional sports and entertainment 
facilities � the Amway Center, the future home of the Orlando Magic and the Consol Energy Center, the 
future home of the Pittsburgh Penguins. 
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The Architect and the Façade Architect 

The Architect, AECOM Ellerbe Becket Architects and Engineers, P.C., is a subsidiary of Ellerbe 
Becket, Inc., an architecture firm whose experience dates back to 1909 and which has designed over 
ninety (90) arena and stadium projects in the last twenty (20) years, including six (6) recent arenas for 
NBA teams: Conseco Fieldhouse in Indianapolis, Indiana, FedEx Forum in Memphis, Tennessee (winner 
of an AIA design award in 2006), AT&T Center in San Antonio, Texas, Quicken Loans Arena in 
Cleveland, Ohio, Time Warner Cable Arena in Charlotte, North Carolina, and TD Garden in Boston, 
Massachusetts.  The Architect has also designed sports facilities internationally, including Guangdong 
Olympic Stadium in China and Saitama Super Arena in Japan.  In addition, the Architect, which will 
contract with the Arena Design/Build Contractor to furnish the design services required for the Arena, has 
previously collaborated with the Arena Design/Build Contractor on prominent projects such as Conseco 
Fieldhouse, Time Warner Cable Arena, U.S. Airways Arena in Phoenix, Arizona, AT&T Center, Bank 
Atlantic Center in Sunrise, Florida, St. Pete Times Forum in Tampa, Florida, the i wireless Center in 
Moline, Illinois, and the HSBC Center in Buffalo, New York. 

The façade of the Arena is being designed by ShoP Architects, P.C., the Façade Architect.  The 
façade consists of an exterior wall system composed of glass and metal panels with horizontal steel bands 
encircling the building, as further described herein.  See �THE ARENA PROJECT�The Arena.�  The 
Façade Architect is a sixty (60) person practice founded by its five (5) principals in 1996 and has been a 
leader in the transformation of intricate theoretical design into easily understood construction models by 
rethinking architectural practice.  Its current work includes a two- (2-) mile waterfront park along New 
York�s East River and projects for the Fashion Institute of Technology and Goldman, Sachs & Co., both 
in Manhattan, and Google in Mountain View, California. Recently completed projects include Garden 
Street Lofts in Hoboken, New Jersey, Hangil Book House in Seoul, South Korea, The Porter House in 
New York City, and SanLiTun in Beijing, China.  The Façade Architect�s work has won numerous 
awards, including the 2009 National Design Award for Architecture Design, awarded by Smithsonian�s 
Cooper-Hewitt, National Design Museum.  The Façade Architect�s work has also been published and 
exhibited internationally and is in the permanent collection of the Museum of Modern Art. 

Independent Engineer 

Merritt & Harris, Inc., the Independent Engineer, is a construction consulting firm that was 
founded in 1937 and is headquartered in New York City.  In addition to its Manhattan location, the firm 
has branch offices in Deerfield Beach, Florida and Glendale, California.  The Independent Engineer has 
been engaged by ArenaCo to perform an independent review of the construction documents and deliver a 
report of its findings (the �First Review Report�).  It is anticipated that the Independent Engineer will also 
be engaged to monitor development and construction of the Arena Project; in such role, the Independent 
Engineer would act on behalf of ESDC and the PILOT Bond Trustee in connection with the Arena Project 
and review requisitions for disbursement of the proceeds of the Series 2009 PILOT Bonds and Additional 
Rent.  It is further anticipated that the Independent Engineer will also be engaged to monitor development 
and construction of the Related Infrastructure and would review requisitions for disbursement of moneys 
from the Infrastructure Fund.  The Independent Engineer has provided similar services with respect to 
thirty (30) professional sports venues. 

In the revised First Review Report, dated October 22, 2009 and revised as of November 30, 2009, 
the Independent Engineer reviewed the plans, specifications and documents relating to the construction of 
the Arena Project, including the development team, completeness of the plans and specifications, 
milestone schedule, pro forma budget and Arena Design/Build Contract.  The Independent Engineer was 
of the belief that the firms comprising the development team members, including FCRC, Hunt, the 
Architect, the Façade Architect and Turner, had substantial experience in the design, development and 
construction of similar projects and would be able to successfully complete the Arena Project.  The 
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Independent Engineer was also of the opinion that a construction term of twenty-eight (28) months for the 
Arena Project to achieve substantial completion was reasonable, provided that adequate manpower is 
maintained throughout construction and that there are no unforeseen circumstances which delay 
construction. Finally, the Independent Engineer was of the opinion that the budgeted costs and projections 
were reasonable and the contingencies were adequate for a project of this scope.  

In its report dated October 26, 2009, the Independent Engineer reviewed the plans and project 
cost documents relating to the Related Infrastructure.  Based on the information provided to the 
Independent Engineer, it was its opinion that the quality of systems and materials in the bid documents 
were appropriate for a project of this size and scope, the costs to complete estimates were reasonable and 
adequate contingencies were available for the work that remains.  In addition, the various construction 
schedules were integrated into the construction of the Arena Project allowing for its timely construction 
and completion. 

Trustees 

PILOT Bond Trustee 

The Bank of New York Mellon will act as trustee for the Series 2009 PILOT Bonds under the 
PILOT Bonds Indenture and the PILOT Assignment and will be a party to, and the assignee under, the 
PILOT Bonds Partial Lease Assignment.  See �SOURCES OF PAYMENT AND SECURITY FOR THE 
SERIES 2009 PILOT BONDS.� 

PILOT Trustee 

The Bank of New York Mellon will also act as the PILOT Trustee under the PILOT Assignment 
pursuant to which PILOTs and the rights of ESDC under the PILOT Agreement (other than Unassigned 
PILOT Rights) will be assigned to the PILOT Trustee and used to, among other things, pay debt service 
on the Series 2009 PILOT Bonds and pay a part of the costs of operating and maintaining the Arena. 

Infrastructure Trustee 

The Bank of New York Mellon will act as Infrastructure Trustee under the Infrastructure Trust 
Agreement, pursuant to which the funds necessary to complete the Related Infrastructure will be held.  
The Infrastructure Trustee will disburse moneys held in the Infrastructure Fund in accordance with the 
requisition requests submitted to the Infrastructure Trustee by the Construction Monitor.   

ARENA MANAGEMENT AND OPERATIONS 

Organizational Structure 

Overview 

New Jersey Basketball, an NBA member, is the owner of the Nets NBA basketball team.  The 
Nets play in the Atlantic Division of the Eastern Conference of the NBA and became an NBA team for 
the 1976-77 season after playing in the American Basketball Association since 1967.  New Jersey 
Basketball and ArenaCo are indirectly owned by the same parent company. 

NSE LLC is the parent company and 100% owner of (i) the Arena Developer, which is in turn the 
100% owner of Arena HoldCo, the 100% owner of ArenaCo, and (ii) Brooklyn Basketball, LLC, which is 
in turn the 100% owner of New Jersey Basketball.  NSE LLC is owned by a group of investors and is 
managed by a chairman�s council (the �Chairman�s Council�) and headed by its Chairman, Bruce C. 
Ratner.  Mr. Ratner is Chief Executive Officer of FCRC.  An affiliate of FCE, together with other 
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investors, formed NSE LLC, which in turn formed Brooklyn Basketball, LLC, which acquired New 
Jersey Basketball from the prior owners in August 2004. 

The Chairman�s Council oversees the major business decisions of the Nets, while NSE LLC�s 
day-to-day operations are overseen by NSE LLC�s Chief Executive Officer, Brett D. Yormark.  Mr. 
Yormark joined NSE LLC in January 2005.  He brought with him more than six (6) years of experience in 
corporate marketing at NASCAR®, the stock-car racing company, where he was the highest-ranking 
corporate marketing executive.  Mr. Yormark is responsible for setting new standards for both new ticket 
sales and corporate sponsorships.  For example, since becoming CEO of NSE LLC, Mr. Yormark 
increased the number of sponsors for the Nets from fifty-nine (59) to 110, including six (6) China-based 
companies, and doubled sponsorship revenues.  Additionally, under Mr. Yormark, season ticket sales rose 
fifteen percent (15%) in his first three (3) seasons, and the Nets have sold at least 1,500 new full season 
tickets in each of his five (5) seasons, a feat reached by only three (3) other teams during that time frame.  
Mr. Yormark was also responsible for securing a twenty- (20-) year strategic marketing and media 
alliance with Barclays Services Corporation, which included naming rights for the Arena.  In 2006, Mr. 
Yormark was named for the third time to the �Forty Under 40� list by the Sports Business Journal. That 
same year, Crain�s New York Business named Mr. Yormark to its �40 Under Forty� roster for the second 
time in his career.  Mr. Yormark has been profiled in Newsweek, Fortune, Sports Illustrated, USA Today, 
and on CBS Sunday Morning, and has participated in numerous media interviews to discuss his 
initiatives.  Mr. Yormark�s senior executive team includes the following individuals: 

Alex Diaz, Senior Vice President and General Manager of Arena Operations.  Mr. Diaz will 
oversee the operations of the Arena including general operations, engineering, scheduling, booking, 
marketing, food and beverage, security, housekeeping, event coordination/services and parking.  Mr. Diaz 
has been involved in several aspects of the Arena Project, including Arena design and the creation of the 
standard operating procedures.  Mr. Diaz came to the Nets after serving three (3) years as general 
manager of the AmericanAirlines Arena in Miami (and several years in other management positions).  
During Mr. Diaz�s tenure in Miami, the AmericanAirlines Arena received several honors, including 
Pollstar Magazine�s award of �Best New Major Concert Venue� for 2000.  In 2003, the 
AmericanAirlines Arena hosted the Latin Grammy® Awards, which had been held the three (3) previous 
years (including the debut year of 2000) at various locations in Los Angeles.  In 2004 and 2005, the 
AmericanAirlines Arena hosted the MTV Video Music Awards, making Miami the first host city for the 
event other than New York or Los Angeles since the event�s debut in 1984. In 2005, the 
AmericanAirlines Arena also became the permanent home for Univision�s awards show, Premio Lo 
Nuestro.  In 2006, the AmericanAirlines Arena was a finalist for Pollstar Magazine�s coveted �Arena of 
the Year� award. 

Jeff Gewirtz, Senior Vice President and General Counsel.  Mr. Gewirtz is a highly experienced 
transactional, marketing, and media lawyer in the sports and entertainment industries.  Prior to joining 
New Jersey Basketball, Mr. Gewirtz served as the United States Olympic Committee (�USOC�) General 
Counsel and Chief Legal and Government Affairs Officer.  In addition to oversight of all USOC legal 
affairs, Mr. Gewirtz was responsible for the USOC�s government relations activities with the United 
States Congress and federal government agencies.  Prior to joining the USOC, Mr. Gewirtz was Counsel 
for sports & entertainment transactions, marketing and media in The Coca-Cola Company�s Corporate 
Legal Division. His primary responsibilities at Coca-Cola included the provision of legal counsel on and 
the structuring and negotiation of many of the company�s most significant sports marketing and media 
transactions with professional sports leagues, teams, stadiums, arenas, and professional athletes.  Prior to 
joining Coca-Cola, Mr. Gewirtz was Director of Legal Affairs for IOC Television & Marketing Services 
SA, based in Lausanne, Switzerland.  In that role, he served as the legal point person and primary 
negotiator of the International Olympic Committee�s global sponsorship alliances under The Olympic 
Partners (TOP) Program with companies such as Coca-Cola, Eastman Kodak, John Hancock, 
McDonald�s Corporation, Samsung Electronics, The Swatch Group (Omega), VISA and the Xerox 
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Corporation.  Mr. Gewirtz has also served as General Counsel for the LPGA Tour.  In 2009, Mr. Gewirtz 
was named as one of the Sports Business Journal�s �Forty Under 40,� and he currently serves as National 
Chair of the Sports Division for the American Bar Association�s Forum on Entertainment & Sports 
Industries. 

Charles Mierswa, Senior Vice President and Chief Financial Officer.  Mr. Mierswa�s 
responsibilities include overseeing the finance, box office and MIS departments.  Prior to joining the 
Nets, Mr. Mierswa was Senior Vice President - Finance for Clear Channel Communications, Inc.�s Music 
Division (currently named �Live Nation�), the largest SEC-registered concert promoter, producer and 
venue operator for live entertainment events.  Mr. Mierswa has not only venue and event experience, but 
a strong accounting and finance background, which he developed through almost ten (10) years at Ernst 
& Young LLP, one of the largest accounting and advisory firms in the world.  While at Ernst & Young 
LLP, his client list included major entertainment conglomerates including EMI Music, Warner 
Communications, Orion Pictures and PolyGram Records/Entertainment.  Featured in the May 2009 issue 
of CFO Magazine, Mr. Mierswa has been recognized for his extraordinary financial and operational 
knowledge, which has been a key component to the success of the Nets management team. 

Rod Thorn, President of New Jersey Basketball.  Mr. Thorn oversees all aspect of basketball 
operations, and New Jersey Basketball benefits greatly from Mr. Thorn�s expertise, given his extensive 
playing, coaching and NBA executive experience.  Inclusive of his nine (9) years as President of New 
Jersey Basketball, Mr. Thorn has spent the last four (4) decades serving in the NBA, also as a player, 
assistant coach, head coach, general manager and league official.  Before taking on his current role with 
the Nets, Mr. Thorn spent fourteen (14) years working for the NBA�s league office in New York City, 
where he was the NBA�s Executive Vice President of Basketball Operations.  At the NBA, Mr. Thorn 
oversaw all on-court operations, including officiating, game conduct and discipline.  He has also served as 
chair of the Senior Men�s Basketball Committee for USA Basketball (1992-2000), the committee 
responsible for selecting players and coaches for the Olympic Games and the World Championship of 
Basketball. 
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It is presently anticipated that forty-five percent (45%) of the equity of the Arena Developer and 
eighty percent (80%) of the equity of New Jersey Basketball will be sold to the New Investor.  See 
�PROJECT PARTICIPANTS�The Arena Developer, ArenaCo and New Jersey Basketball.� 

Set forth below is a chart of the current ownership structure of ArenaCo and New Jersey 
Basketball: 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Brooklyn Events Center, LLC 
(a Delaware limited liability company) 

 

Brooklyn Arena, LLC 
(a Delaware limited liability company) 

Nets Sports and Entertainment, 
LLC 

(a Delaware limited liability company) 

Various Other 
Owners 

FCR Sports, LLC 
(a New York limited liability company) 

(Approx. 23% Owner) 

100% 

77% 23% 

FC Basketball, Inc. 
(a New York corporation) 

Forest City Enterprises, Inc. 
(an Ohio corporation) 

100% 

100% 

Brooklyn Basketball, LLC 
(a Delaware limited liability company) 

 

100% 

100% 

Forest City Sports, LLC 
(a New York limited liability company) 

 

New Jersey Basketball, LLC 
(a New Jersey limited liability company) 

(holder of the Nets� NBA 
membership) 

100% 

Brooklyn Arena Holding Company, LLC 
(a Delaware limited liability company) 

100% 
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Set forth below is a chart of the anticipated ownership structure of the Nets organization and 
ArenaCo upon completion of the Sale Transaction: 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Brooklyn Arena, LLC 
(a Delaware limited liability 

company) 

Nets Sports and Entertainment, LLC 
(a Delaware limited liability company) 

100% 

Brooklyn Basketball, LLC 
(a Delaware limited liability company) 

New Jersey Basketball, LLC 
(a New Jersey limited liability company) 

(holder of the Nets� NBA 
membership) 

100% 

100% 

 
Brooklyn Events Center, LLC 
(a Delaware limited liability company) 

BasketballCo 
(a Delaware limited liability 

company) 

Basketball NewCo 
(a Delaware limited 
liability company) 

NewCo 
(a Delaware limited liability 

company) 

Mikhail Prokhorov 

20% 

80% 

Arena NewCo 
(a Delaware limited 
liability company) 

45% 
55% 

100% 
Beneficial owner of 100% 

Brooklyn Arena Holding Company, LLC 
(a Delaware limited liability company) 

100%  

100% 
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The Arena Developer, Arena HoldCo and ArenaCo 

The Arena Developer is an affiliate of New Jersey Basketball and was formed for the purpose of 
managing the development aspects of the Arena Project.  ArenaCo is a wholly-owned subsidiary of Arena 
HoldCo, which is a wholly-owned subsidiary of the Arena Developer.  ArenaCo is a newly-formed, 
special purpose entity created for the purposes of being the tenant of the Arena Premises and the Arena 
Project under the Arena Lease Agreement and being the licensor of the Arena under the Nets License 
Agreement.  ArenaCo�s primary rights to generate and collect revenues from the use and operation of 
Arena Project arise under the Arena Lease Agreement.  Such revenues, and all other revenues which 
ArenaCo has the right to collect and retain under the various agreements to which it is a party, comprise 
Arena Tenant Revenue.  ArenaCo will use Arena Tenant Revenue and other moneys made available to it 
to (i) make PILOTs under the PILOT Agreement, (ii) pay all Rent and other amounts due under the Arena 
Lease Agreement, and (iii) pay certain costs of operating and maintaining the Arena and certain capital 
repairs and improvements to the Arena, as well as all expenses directly related to the generation of Arena 
Tenant Revenue, including consulting fees and legal fees. 

New Jersey Basketball as Licensee of the Arena 

Under, and subject to the terms of, the Nets License Agreement, New Jersey Basketball will 
license the use of the Arena on certain dates and at certain times from ArenaCo.  See ��Project Leases 
and Agreements�Nets License Agreement� below.  ArenaCo will retain those revenues identified as 
components of Arena Tenant Revenue under the Nets License Agreement, while New Jersey Basketball 
will retain all Nets Team Revenue.  See ��Arena Tenant Revenue� below. 
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Allocation of Revenue 

The following chart summarizes the allocation of certain revenues expected to be generated from 
the Arena Project between ArenaCo and New Jersey Basketball pursuant to the Arena Lease Agreement, 
Nets License Agreement, various Founding Partner/Sponsorship Agreements, the Barclays Center 
Naming Rights Agreement, Suite License Agreements, concessions agreements and related agreements.  

ArenaCo(1)  New Jersey Basketball   
· Luxury suite and loge box 

Premium Component (and ticket 
component from all events other 
than Home Games) 

· Food, beverage and merchandise 
concessions(2) 

· Arena signage/advertising(3) 
· $10 million annually in Naming 

Rights Fees 
· �Green Building� ticket 

surcharge generated from all 
events, including Home Games 

· License Fee (initially the greater 
of $6.5 million and  ten percent 
(10%) of Net Ticket Revenue (as 
defined in the Nets License 
Agreement),  plus $626,000, 
subject to annual increase) and  
Merchandising Fee (initially 
$420,000, subject to annual 
increase) under the Nets License 
Agreement 

· Portion of revenue under 
Founding Partner/Sponsorship 
Agreements  

· Net revenues from non-Nets 
events held at the Arena, 
including license fees, ticket 
revenues and novelties sales 

· Facility fees for events other 
than Home Games 

· Net revenue from Home Game 
ticket sales  

· Ticket Component of luxury suite  
and loge box license fees for 
Home Games  

· Club seat license fees   
· Personal seat license fees 

(�PSLs�) 
· Merchandise bearing the Nets 

name or logos (or other NBA 
intellectual property) sold in the 
Arena  

· Certain fees under Naming 
Rights Agreement 

· Facility fees assessed on Home 
Game tickets 

· All Nets-related media revenues 
· Nets-related Founding 

Partner/Sponsorship Agreement 
revenue 

· NBA-related revenues (subject to 
the League Rules) 

· Game day temporary signage and 
advertising revenues  

· Any other Nets Team Revenue 

                           ________________________ 
(1) ArenaCo has no rights to any revenue of New Jersey Basketball or its affiliates, including revenue 

derived from the NBA, but ArenaCo has rights to the Arena Tenant Revenue (as defined herein). 
(2) Exclusive of merchandise and novelties bearing the Nets name or logo or containing other NBA 

intellectual property. 
(3) Subject to the Nets exclusive rights to sell and retain all revenues from (i) Courtside Advertising 

(as defined in the Nets License Agreement), (ii) advertising appearing on telescreens, electronic 
scoreboards, LED rings, and public address systems to the extent that such advertising pertains 
specifically to the playing of, or is shown or displayed solely at, Home Games, (iii) advertising 
appearing on Nets programs and tickets to Home Games (other than advertising on tickets sold at 
or processed through Arena box office facilities), (iv) game day promotions such as �hat night,� 
and (v) other sources typically controlled by NBA teams on game days, as well as certain other 
rights allocated to New Jersey Basketball under the Nets License Agreement. 
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Project Leases and Agreements 

Arena Block Declaration of Easements 

ESDC will execute the Declaration of Easements (the �Arena Block Declaration�), which will 
establish certain economic and real property arrangements among all owners, tenants and occupants of the 
other portions of the Arena Block (as defined in the Arena Block Declaration), including ArenaCo.  The 
Arena Block Declaration will be recorded against the entire Arena Block, and the rights and obligations 
thereunder will run with the land.  The Arena Block Declaration will provide that the future developer of 
a building which may be constructed to the northwest of the Arena (the �B1 Developer�) is to notify 
ArenaCo when it is prepared to construct such building (the �B1 Building�).  Prior to the commencement 
of construction of the B1 Building, the B1 Developer will construct temporary Arena facilities, including 
a box office and entrance for the Arena in a temporary location designated by ArenaCo on the Arena 
Block pursuant to the Arena Block Declaration, at the sole cost and expense of the B1 Developer.  Prior 
to the construction of the temporary Arena facilities, the B1 Developer will be required to provide 
security or a completion guaranty acceptable to ArenaCo which will be released upon completion of the 
reconstructed permanent Arena facilities and removal of the temporary Arena facilities.  Once the 
temporary Arena facilities are constructed, ArenaCo may occupy and maintain such temporary Arena 
facilities for its use until the completion of the permanent Arena facilities, to be constructed by the B1 
Developer at its sole cost and expense, in conjunction with its construction of the B1 Building.  Upon the 
completion of the permanent Arena facilities, the temporary Arena facilities are to be demolished by the 
B1 Developer. 

The B1 Developer will also be responsible for replacing the Urban Experience, which is to be 
developed in conjunction with the development of the Arena Project, with an Urban Room, the design for 
which will be subject to applicable design guidelines described in the Modified General Project Plan, and 
which will otherwise be subject to ArenaCo�s approval, in ArenaCo�s sole discretion. 

The B1 Developer will have the right to place the core of the B1 Building on a portion of the 
Arena Premises located adjacent to the Arena, subject to ArenaCo�s approval in ArenaCo�s sole 
discretion.  Upon the completion of the B1 Building, the B1 Developer will have an easement for ingress 
and egress through a portion of the Arena Premises, including the Urban Room, for access to the B1 
Building main lobby, and ArenaCo and the B1 Developer are to share the costs of operating a portion of 
the Arena Premises.  The B1 Developer will have an easement to use, in common with ArenaCo, a 
loading dock located on the Arena Premises and will be required to reimburse ArenaCo for the B1 
Developer�s share of expenses in operating such loading dock.  The B1 Developer will also have an 
easement to create a pathway through the Arena Premises for access to the loading dock, subject to 
ArenaCo�s approval in ArenaCo�s sole discretion.  Any costs related to the construction of such pathway 
will be borne exclusively by the B1 Developer.  In no event will the B1 Developer�s activities, 
construction or otherwise, be allowed to disrupt the on-court performance of the Nets or substantially alter 
the performance by other licensees of their respective activities as advertised or promoted. 

The surrounding buildings to be constructed on the Arena Block may, subject to the approval of 
ArenaCo in its sole discretion, cantilever over a portion of the Arena Project, and the occupants of such 
buildings may request an easement over the Arena Project and/or the conveyance of a portion of the 
airspace over the Arena to accommodate the cantilever.  In no event will any surrounding building have 
the right to exercise a cantilever or may such building�s occupants request a severance of a portion of the 
airspace of the Arena Premises that would include any portion of the improvements constructed on the 
Arena Premises or would otherwise adversely affect ArenaCo or violate the League Rules.  In addition, 
the occupants of the surrounding buildings will have limited rights to enter the Arena, upon timely notice, 
with appropriate insurance and at such occupants� sole cost and expense, to perform certain work related 
to the construction and maintenance of such buildings, to install utility lines, and to use a portion of the 
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Arena Project�s foundations for support.  Any material alterations to the Arena Project adversely affecting 
any of the surrounding buildings will be subject to the consent of such surrounding building.  One (1) of 
the surrounding buildings will have an easement to occupy and use a portion of the Arena Premises for 
the construction of a ramp to an underground parking garage to be located in such building.  See  
�APPENDIX F�SUMMARY OF THE DECLARATION OF EASEMENTS.� 

The Arena Block Declaration will be held in escrow in accordance with the Commencement 
Agreement and will be recorded in the Office of the City Register, Kings County.  The Arena Block 
Declaration will be superior to the Ground Lease, the Arena Lease Agreement and the Leasehold PILOT 
Mortgages.  See �INTRODUCTION�Commencement Agreement� and �APPENDIX K�SUMMARY 
OF THE COMMENCEMENT AGREEMENT.� 

Development Agreement 

ESDC and the Developer will execute a Development Agreement (the �Development 
Agreement�) that will set forth the general rights and obligations of ESDC and the Developer with respect 
to the development and construction of the overall Atlantic Yards Project, of which the Arena Project is a 
component.  The Development Agreement will authorize and engage the Arena Developer and its 
affiliates to construct the Atlantic Yards Project.  The Development Agreement will be held in escrow 
pursuant to the Commencement Agreement and will become effective upon the Vesting Title Release 
Date. 

The Development Agreement reflects several of the substantive provisions of the Arena Lease 
Agreement, including the customary conditions with respect to construction.  The remedies under the 
Development Agreement are with respect to the Developer and certain affiliates only and expressly do not 
affect ArenaCo or ArenaCo�s obligations under the Arena Lease Agreement to construct, operate and 
maintain the Arena Project, nor do they impose responsibilities on ArenaCo for any other component of 
the Atlantic Yards Project. 

Arena Premises Interim Lease Agreement 

Pursuant to the Arena Premises Interim Lease Agreement, the Arena Developer will lease the 
Arena Premises from ESDC in order to perform site work and certain other pre-construction work, subject 
to Permitted Encumbrances (as defined in the Arena Premises Interim Lease Agreement), including the 
Arena Block Declaration, and other easements granted to the MTA, LIRR, the Transit Authority and the 
DEP.   The Arena Premises Interim Lease Agreement will become effective upon the Vesting Title 
Release Date.  The Arena Premises Interim Lease Agreement contemplates that once vacant possession of 
the parcels that make up the first taking of land within the AY Project Site, including the Arena Premises, 
is achieved, ESDC will lease the Arena Premises and the to-be-constructed Arena Project to the Issuer 
under the Ground Lease; the Issuer, as the landlord, and ArenaCo, as the tenant, will enter into the Arena 
Lease Agreement, under which ArenaCo will sublease the Arena Premises and the Arena Project for a 
term of approximately thirty-seven (37) years (subject to extension and/or early termination as provided 
in the Arena Lease Agreement) and will agree to construct, operate and maintain the Arena Project; 
ArenaCo will assume the Arena Developer�s obligations as tenant; and the Arena Premises Interim Lease 
Agreement will terminate.  As provided in the LAFPMRA, ESDC will have the obligation to obtain 
vacant possession of occupied parcels that make up the AY Project Site, including the Arena Premises.  
See �APPENDIX E�SUMMARY OF THE ARENA PREMISES INTERIM LEASE AGREEMENT.� 

Ground Lease 

Pursuant to the Ground Lease, ESDC will lease the Arena Premises and the Arena Project to the 
Issuer for a period of thirty-seven (37) years commencing on the date of delivery of vacant possession of 



 

- 73 - 

the Arena Premises (the �Commencement Date�) for a rental equal to (a) a one time payment of $1.00 and 
(b) all casualty insurance proceeds and condemnation awards payable to the Issuer under the Arena Lease 
Agreement and not required to be applied pursuant to the Arena Lease Agreement to (i) the restoration of 
the Arena Project (including any amount payable to ArenaCo on account of an elective restoration) and 
(ii) the demolition of the Arena Project and the clearing and leveling of the Arena Premises.  The Issuer 
will also agree to assign to ESDC any insurance or condemnation proceeds remaining after application in 
accordance with the Arena Lease Agreement.  Under the Ground Lease, ArenaCo may cure defaults of 
the Issuer.  Subject to certain exceptions, the Ground Lease may not be amended or terminated while any 
of the Series 2009 PILOT Bonds remain Outstanding.  In addition, to the extent that any liquidated 
damages are payable to ESDC under the Non-Relocation Agreement, ESDC will assign such damages to 
the Issuer.  The proceeds of the damages so assigned will be applied by the Issuer to the payment in full 
of the Series 2009 PILOT Bonds.  Thereafter, any remaining amounts will be paid to the City and the 
State. 

Arena Lease Agreement 

Under the Arena Lease Agreement, the Issuer will sublease the Arena Premises and the Arena 
Project to ArenaCo for an initial term commencing on the Commencement Date until the sooner to occur 
of (i) the later of (A) the last day of the calendar month in which the thirty-seventh (37th) anniversary of 
the Commencement Date occurs (�37th Anniversary�) and (B) if the 37th Anniversary occurs during an 
NBA Season, the ninetieth (90th) day following the end of such NBA Season, and (ii) such earlier date 
upon which the Arena Lease Agreement may be terminated pursuant to its terms.  Subject to certain terms 
of the Arena Lease Agreement, ArenaCo will have consecutive renewal options at fair market value.  In 
lieu of exercising such renewal options, ArenaCo has the right to purchase fee title to the Arena Project 
for the fair market value thereof as of the scheduled expiration date of the initial term and extension terms 
of the Arena Lease Agreement. 

ArenaCo will pay to the Issuer a Base Rent during the Initial Term of the Arena Lease Agreement 
in an annual amount of $10.00 through the end of the Initial Term plus an amount of Additional Rent in 
respect of all other amounts that become due and payable by ArenaCo under the Arena Lease Agreement, 
but not including PILOTs (the aggregate of all annual Base Rent and Additional Rent payments being 
referred to as �Rent�).  Such Additional Rent will include ArenaCo�s obligation to provide for the 
construction cost of the Arena Project in excess of the amount of Series 2009 PILOT Bond proceeds 
available for such purpose, which excess cost is presently estimated at $324.8 million (a portion of which 
amount will be used to fund a part of the Series 2009 PILOT Bonds Strike and Liquidity Reserve 
Requirement, and which amount of Additional Rent may ultimately be reduced to reflect prior 
expenditures made for the Arena Project and included in the budget for the Arena Project on and after 
November 1, 2009). 

The Arena Lease Agreement includes ArenaCo�s agreement to make PILOTs in accordance with 
and subject to the terms of the PILOT Agreement; provided, however, that the Arena Lease Agreement 
requires that ArenaCo make monthly payments, on the first Business Day of each month, to the Issuer in 
respect of the semi-annual PILOT installment next to become due under the PILOT Agreement, which 
monthly payments will be collected and held in a segregated account (the �PILOTs Account�) by The 
Bank of New York Mellon, as Paying Agent (the �Paying Agent�).  From moneys available in the 
PILOTs Account, the Paying Agent will make transfers to the PILOT Trustee at the intervals and in the 
amounts set forth in Schedule A to the PILOT Agreement.  The PILOTs Account is not pledged to the 
PILOT Trustee, and none of the PILOT Trustee, the PILOT Bond Trustee and the holders of the Series 
2009 PILOT Bonds will have any interest in the PILOTs Account or any rights or claims thereunder. 

Under the Arena Lease Agreement, ArenaCo agrees to fulfill its purposes of acquiring, designing, 
developing, equipping and constructing the Arena Project and managing the operation of the Arena 
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Project.  Subject to the occurrence of certain unavoidable delays and the availability of the proceeds of the 
Series 2009 PILOT Bonds for the development and construction of the Arena Project, ArenaCo has 
agreed to diligently prosecute the construction of the Arena Project. 

Prior to the commencement of construction of the Arena Project, ArenaCo will be required to 
satisfy certain customary conditions, including obtaining required permits and approvals and approval of 
plans and specifications for the Arena Project by the Issuer (to the extent subject to the Issuer�s review).  
ArenaCo will also be obligated to maintain insurance relating to its obligations and functions under the 
Arena Lease Agreement throughout the term of the Arena Lease Agreement. 

Except for any materials incorporated into any infrastructure that have been, or will be, dedicated 
to the City or the MTA, all materials to be incorporated into the Arena Project will, upon the purchase of 
such materials and at all times thereafter, constitute the property of ESDC, and, upon construction of the 
Arena Project or the incorporation of such materials therein, title thereto will vest in ESDC.  ESDC may, 
on behalf of the Issuer, perform and exercise all obligations, reviews, consents, waivers and rights to be 
performed by the Issuer under the Arena Lease Agreement, and ArenaCo will accept ESDC�s exercise 
and performance of such obligations, reviews, consents, waivers and rights, provided, among other items, 
that the Issuer will remain obligated to cooperate with ArenaCo in obtaining permits. 

The Arena Lease Agreement requires ArenaCo to comply with customary covenants relating to 
the operation and maintenance of the Arena, including a covenant to maintain the Arena in a first-class 
manner (subject to ordinary wear and tear and obsolescence) and in compliance with the applicable 
League Rules.  In addition, the Issuer has agreed to make funds available to ArenaCo for certain operating 
costs and expenses of the Arena from the Brooklyn Arena Local Development Corporation � Barclays 
Center Project Operation and Maintenance Fund (the �O&M Fund�) established under the PILOT 
Assignment.  The Arena Lease Agreement is a �triple net lease,� in that, except as provided therein, 
ArenaCo will be obligated to pay all maintenance, repair and operating expenses for the Arena.  Provided 
that no Event of Default is continuing under the Arena Lease Agreement, ArenaCo will be entitled to 
receive from the Issuer certain funds that the Issuer receives from ESDC which ESDC has received from 
the O&M Fund pursuant to the PILOT Assignment.  These funds may be used by ArenaCo, as agent for 
the Issuer, to pay certain Arena operations and maintenance expenses, such as costs of heating, ventilation 
and air conditioning, utility and energy systems (including costs of gas and electricity), the costs of 
Builder�s Risk and Property Insurance and capital improvements to the Arena. 

ArenaCo will agree under the Arena Lease Agreement, among other things, to make PILOTs and 
to pay Rent and certain other required payments in accordance with the provisions of the Arena Lease 
Agreement and the PILOT Agreement and to take all actions necessary under the Leasehold PILOT 
Mortgages to maintain and protect the liens of the Leasehold PILOT Mortgages on the Mortgaged 
Property (as defined in the Leasehold PILOT Mortgages).  See �APPENDIX G�SUMMARY OF THE 
ARENA LEASE AGREEMENT.� 

PILOT Bonds Partial Lease Assignment 

Pursuant to the PILOT Bonds Partial Lease Assignment, the Issuer will directly assign to the 
PILOT Bond Trustee the right to enforce certain representations, warranties and covenants that ArenaCo 
will have made under the Arena Lease Agreement.  ArenaCo will acknowledge the PILOT Bonds Partial 
Lease Assignment.  The PILOT Bonds Partial Lease Assignment gives the PILOT Bond Trustee a direct 
right of action against ArenaCo in the event ArenaCo fails to perform any of those representations, 
warranties or covenants.  See �APPENDIX G�SUMMARY OF THE ARENA LEASE AGREEMENT� 
and  �APPENDIX H�SUMMARY OF THE PILOT BONDS PARTIAL LEASE ASSIGNMENT.� 
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Nets License Agreement 

Under the Nets License Agreement, ArenaCo will grant to New Jersey Basketball a license to use 
and occupy the Arena on the terms and conditions contained therein, including that the Arena is to be 
used for the playing of Home Games (except as otherwise permitted under the Non-Relocation 
Agreement) and other Nets-related events for an initial term beginning on the date of the first Home 
Game or the first date on which the Nets have the right to designate the location of a game in the first 
NBA season, or pre-season, as the case may be, following the completion of the Arena, subject to certain 
conditions precedent, as described in the Nets License Agreement.  Pursuant to the Nets License 
Agreement, ArenaCo will annually collect the License Fee and, in consideration thereof, will grant certain 
rights to New Jersey Basketball.  Any Arena-related revenues (and the right to collect or retain such 
revenues) not specifically granted to New Jersey Basketball under the Nets License Agreement are 
retained by ArenaCo, subject to the League Rules and to other agreements into which ArenaCo may enter 
from time to time.  See ��Arena Tenant Revenue� below. 

New Jersey Basketball will be obligated to make payments each year to ArenaCo for the use and 
occupancy of the Arena (in the aggregate annually, the �License Fee�).  The License Fee will be in 
amount calculated as the greater of the following:  (a) the sum of $6.5 million (the �Basic License Fee�) 
plus $626,000 (the �Ancillary Facilities License Fee� and, together with the Basic License Fee, the �Base 
Year Minimum License Fee� (such Ancillary Facilities License Fee being the amount attributable to team 
locker rooms and related training facilities and Nets basketball operations offices as well as upper floor 
Nets executive offices)), for the first full NBA season of the term of the Nets License Agreement 
(provided, that if the Commencement Date of the Nets License Agreement occurs during an NBA season 
and the Nets play any Home Games or Playoff Games at the Arena during that NBA season, the portion 
of the Base Year Minimum License Fee attributable to and payable for that partial NBA season would be 
adjusted in accordance with the Nets License Agreement), as such amount is recalculated as described in 
the next succeeding sentence; or (b) the sum of the Ancillary Facilities License Fee (as same is increased 
as described in the next succeeding sentence) plus ten percent (10%) of �Net Ticket Revenue� (as such 
term is defined in the Nets License Agreement) for each NBA season (including pre-season) for Home 
Games.  The amount of the Base Year Minimum License Fee will be increased as of October 1 prior to 
the commencement of the first full NBA season following the first NBA season in which the Nets play 
more than fifty percent (50%) of its regular season Home Games at the Arena (said first NBA season in 
which the Nets play more than fifty percent (50%) of its regular season Home Games at the Arena is 
referred to as the �Base Year�), and each subsequent October 1, by the lesser of (a) the Base Year 
Minimum License Fee applicable to the previous full NBA season multiplied by 3% (or, if the Base Year 
is a partial NBA season, 3% multiplied by the Base Year Minimum License Fee, i.e., the amount that 
would have been payable if the Base Year were a full NBA season); and (b) the Base Year Minimum 
License Fee multiplied by the percentage increase in the average monthly Consumer Price Index (as such 
term is defined in the Nets License Agreement) for the preceding twelve (12) calendar months (i.e., 
October through September) over the average monthly Consumer Price Index for the twelve (12) month 
period ending on the September 30 occurring prior to the commencement of the Base Year. 

Under the Nets License Agreement, New Jersey Basketball will determine the ticket prices for 
admission to the Arena for all Home Games, subject to a limit on the issuance of complimentary tickets of 
fifteen percent (15%) of the Arena�s aggregate seating and standing room capacity.  New Jersey 
Basketball will have the exclusive right to all revenues, net of taxes, ticket agent commissions, and a 
percentage payment to the NBA in accordance with the League Rules, from the sale of tickets for 
admission to the Arena for all Home Games and for special events that it hosts (�Net Ticket Revenue�), 
subject to its obligation to pay the License Fee.  Certain license fees for the right to purchase season 
tickets (not including suite license fees) will not be included in Net Ticket Revenue and will not be 
subject to the payment of a license fee thereon, and there is to be a reasonable allocation of revenue 
between Net Ticket Revenue and concessions revenue with regard to �all-inclusive� tickets that entitle the 
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bearer to admission to the Arena and some amount of concessions.  Additionally, so long as one (1) or 
more Nets-identified team stores (each, a �Nets Identified Store�) are operated within the Arena and 
�Non-Concession Merchandise� (as such term is defined in the Nets License Agreement) is displayed and 
offered for sale in Nets Identified Stores at prices designated for such Non-Concession Merchandise by 
the Nets and such Nets Identified Stores bear the name �Nets� (or the then-current team name), then New 
Jersey Basketball is to pay to ArenaCo the sum of $52,500 per month (the �Merchandising Fee�) in 
advance on the first day of each month beginning on October 1 of (or on the October 1 immediately in 
advance of) the first full NBA season of the term of the Nets License Agreement (or the first day of such 
other calendar month in such partial NBA season during which the term of the Nets License Agreement 
commences), through and including the next succeeding May 1.  The Merchandising Fee is to be 
recalculated and increased by three percent (3%) at the beginning of the first full NBA season following 
the Base Year, and the Merchandising Fee is to be increased at the beginning of each subsequent NBA 
season by the sum arrived at by multiplying 103% by the amount payable for the previous NBA season. 

ArenaCo will retain the exclusive right to license Arena suites.  The parties� respective shares of 
the revenues from such licenses, along with all other terms and conditions of the sale of such licenses and 
appurtenant Arena admission tickets (each a �Suite Ticket�) and other rights and obligations related to the 
sale of such licenses and the use and occupancy of such suites, will be governed by suite license 
agreements between ArenaCo and the licensees (�Suite License Agreements�).  Suite License Agreements 
entered into by the Arena Developer prior to the effective date of the Nets License Agreement will be 
assigned in whole to ArenaCo (which assignments will become effective when vacant possession of the 
Arena Premises is obtained).  ArenaCo has absolute discretion in determining the license fees to be paid 
for the suites, and the allocation of suite license fees paid by suite licensees to ArenaCo and New Jersey 
Basketball will be in accordance with the allocation methodology approved by the NBA (the �NBA Suite 
Approval�).  However, ArenaCo will not have the right to amend any Suite License Agreements, or to 
apply to the NBA for approval of any changes to the form of any Suite License Agreements, without New 
Jersey Basketball�s prior written consent (which consent is not to be unreasonably withheld, delayed, or 
conditioned) with respect to any changes or amendments which may be adverse to New Jersey Basketball.  
New Jersey Basketball will be obligated to issue admission tickets to Home Games (including additional 
tickets to Home Games purchased by suite licensees in accordance with the Suite License Agreements for 
Home Games) in accordance with the Suite License Agreements and in consideration of New Jersey 
Basketball�s right to receive its respective share of the revenues from such Suite License Agreements.  
ArenaCo will be obligated to enforce any obligations of any suite licensees whose breach would be 
illegal, in violation of the League Rules, or otherwise harmful to New Jersey Basketball or other persons 
in the Arena (e.g., regarding the conduct of any activities in any Arena suite during a Home Game). 

In addition, the Nets License Agreement provides certain rights to ArenaCo to retain revenues 
from concessions merchandise that does not bear the Nets name or logo or other NBA intellectual 
property.  In addition to certain Licensor Services (as such term is defined in the Nets License 
Agreement) to be provided by ArenaCo at the Arena, New Jersey Basketball is also entitled, subject to 
League Rules, to exclusive broadcast rights of each Home Game and to retain the other Nets Team 
Revenue. 

Under the Nets License Agreement, New Jersey Basketball agrees not to play any Home Games 
in which the Nets NBA team is the home team in any location other than the Arena, except as may be 
permitted pursuant to the Non-Relocation Agreement.  See �APPENDIX I�SUMMARY OF THE NETS 
LICENSE AGREEMENT.� 

Neither the Series 2009 PILOT Bondholders nor the PILOT Bond Trustee will have any 
right to enforce the payment provisions or any remedies under the Ground Lease, the Arena Lease 
Agreement or the Nets License Agreement, and none of the Ground Lease, the Arena Lease 
Agreement or the Nets License Agreement will be pledged as security for the payment of debt 
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service on the Series 2009 PILOT Bonds.  See �SOURCES OF PAYMENT AND SECURITY FOR 
THE SERIES 2009 PILOT BONDS�Special Limited Obligations.� 

Parking Easement 

The Arena Lease Agreement requires ArenaCo to have access to parking for the Arena.  ArenaCo 
will be the beneficiary of one (1) or more non-exclusive easements (collectively, the �Parking 
Easement�) appurtenant to the Arena Premises granting ArenaCo the right to access and use no less than 
1,100 parking spaces on one (1) or more parcels within the AY Project Site, subject to reduction or 
relocation with the approval of ArenaCo.  ESDC will grant an initial parking easement on Block 1129 
within the AY Project Site, which easement will be recorded prior to the recording of any lease with 
respect to such tax block.  Pursuant to such easement, the tenant of the interim lease on Block 1129, 
which tenant is expected to be an affiliate of AYDC, will be obligated to build the required parking 
spaces at its own cost and expense and will retain the right to receive any and all revenues derived from 
such parking.  Such tenant will also retain the right to design such parking in any configuration it deems 
suitable and to relocate or reconfigure such parking from time to time, including within buildings and 
other improvements to be constructed on the block or on undeveloped portions thereof.  The initial 
easement will be delivered to the Document Agent (as defined in the Commencement Agreement) 
pursuant to the Commencement Agreement and will become effective on the Vesting Title Release Date. 

Non-Relocation Agreement 

The Non-Relocation Agreement requires New Jersey Basketball to cause the Nets to play 
substantially all of its Home Games at the Arena, commencing on the earlier of the date (a) on which the 
Nets first commences playing Home Games at the Arena, and (b) of the opening of the first NBA Season 
immediately following the later of (x) Substantial Completion (as such term is defined in the Non-
Relocation Agreement) of the Arena and (y) if a Temporary Relocation (as such term is defined in the 
Non-Relocation Agreement) has occurred prior to Substantial Completion, the end of the Temporary 
Relocation, subject to the League Rules.  The Non-Relocation Agreement provides that the Nets may play 
any number of pre-season Home Games, up to two (2) regular season Home Games per NBA Regular 
Season, and any number of post-season Home Games in alternate venues so long as, except as otherwise 
provided under League Rules applicable generally to all NBA members, which are intended to deal with 
the different number of home games played by opposing teams in a post-season series, the Nets� opponent 
in any post-season series will be scheduled to play an equal or greater number of its home games in such 
series outside of the city, municipality or similar local jurisdiction in which its NBA Regular Season 
home venue is located; and provided further, that playing at such alternate venue is imposed by 
application of the League Rules and not pursuant to a voluntary election by the Nets.  Additionally, the 
Non-Relocation Agreement permits the Nets to play Home Games in a venue other than the Arena during 
the construction of the Arena Project until the later of (i) the substantial completion of the Arena Project, 
as defined in the Non-Relocation Agreement, and (ii) the commencement of the 2012-2013 NBA Regular 
Season.  The Non-Relocation Agreement also provides an exception to the requirement that the Nets play 
all Home Games at the Arena for certain NBA player or NBA referee labor disputes, provided that the 
Nets is not playing Home Games elsewhere during any such period of work-stoppage, slowdown, 
walkout or lockout (to the extent the Nets might otherwise be able to play with replacement referees).  In 
addition, subject to the terms and conditions of the Non-Relocation Agreement, in the event of a casualty, 
force majeure, or condemnation action, the Nets may play Home Games in another location until such 
conditions are remediated or repaired. 

Pursuant to the Non-Relocation Agreement, and subject to the League Rules, New Jersey 
Basketball also agrees not to enter into or participate in any negotiations or discussions with, or apply for 
or seek approval from, third parties to relocate the Nets, other than for the purpose of relocating the Nets 
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after expiration of the Non-Relocation Agreement or for the purpose of finding an alternate venue during 
construction of the Arena Project.   

New Jersey Basketball�s obligations under the Non-Relocation Agreement will terminate on the 
earliest to occur of (i) the thirty-seventh (37th) anniversary of the effective date of the Non-Relocation 
Agreement, (ii) the abandonment of the Arena Project prior to the date of the opening of the first season 
or (iii) the thirtieth (30th) anniversary of the effective date of the Non-Relocation Agreement if on or 
prior to such date all bonds, debentures, loans, credit facilities or other financing or liability issued, 
facilitated or incurred by the Issuer in connection with the acquisition, construction, development or 
operation of the Arena Project have been indefeasibly paid or otherwise satisfied in full. 

New Jersey Basketball may, subject to the League Rules, sell or transfer any of its interest in the 
Nets or effect the sale of any interests in New Jersey Basketball, in each case, so long as (a) New Jersey 
Basketball delivers a notice of such transfer to the City, ESDC and the Issuer, (b) the proposed transferee 
assumes the obligations of New Jersey Basketball and agrees to be bound by the Non-Relocation 
Agreement (unless no more than forty-nine percent (49%) of the interests in New Jersey Basketball are 
transferred to a transferee or transferees who are not Prohibited Persons (as defined in the Non-Relocation 
Agreement)), and (c) no event of default, Relocation or other Material Breach, each as defined in the 
Non-Relocation Agreement, has occurred.  New Jersey Basketball may not grant or permit to exist any 
covered pledge, unless the documents and other instruments implementing such covered pledge expressly 
provide, and the pledgee agrees in writing for the intended third-party benefit of the City, ESDC, the 
Issuer, and their respective successors and assigns that the pledgee will be liable to the city, ESDC, the 
Issuer and their respective successors and assigns in the event of a foreclosure or other enforcement action 
of such covered pledge that results in such pledgee either (i) taking title to the membership rights of the 
Nets in the NBA (allowing the Nets to play in the NBA) other than temporarily in connection with a 
substantially contemporaneous transfer to a third party,  or (ii) effecting a transfer of the Nets that is fully 
controlled by such pledgee without causing the transferee of such transfer to assume the obligations under 
the Non-Relocation Agreement.  The City, ESDC and the Issuer are entitled to seek injunctive relief to 
prevent the pledgee under the covered pledge from effecting a transfer fully controlled by such pledgee 
without complying with the provisions described in the preceding sentence. 

In the event New Jersey Basketball breaches its obligations under the Non-Relocation 
Agreement, the City, ESDC and the Issuer are entitled to seek declaratory relief or an equitable remedy, 
including specific performance of the Nets� obligation to play substantially all of its Home Games at the 
Arena.  Additionally, if a �Relocation� under the Non-Relocation Agreement occurs, and the City, ESDC, 
or the Issuer is unable to obtain an injunction or award of specific performance, ESDC will have the right 
to recover liquidated damages from New Jersey Basketball, the amount which will decline over the term 
of the Non-Relocation Agreement, as specified in the Non-Relocation Agreement.  Under the Non-
Relocation Agreement, �Relocation� means the failure by the Nets to play Home Games in any NBA 
season at the Arena during the term of the Non-Relocation Agreement, other than as permitted under the 
provisions of the Non- Relocation Agreement.  Breaches of the Non-Relocation Agreement, other than 
Relocations and other than a breach of a covenant restricting the ability of New Jersey Basketball to enter 
into negotiations to relocate the Nets described above, permit recovery of actual damages rather than 
liquidated damages.   

The Non-Relocation Agreement provides that the conduct of activities in the Arena, in 
conjunction with any Home Game or other event conducted under the auspices of or in affiliation with the 
NBA or New Jersey Basketball, and the obligations of New Jersey Basketball thereunder, are subject in 
all respects to the League Rules, as the same may change from time to time.  The Non-Relocation 
Agreement also provides, however, that if the League Rules have the effect of causing or requiring New 
Jersey Basketball to breach its covenants and agreements in the Non-Relocation Agreement with respect 
to non-relocation, force majeure, casualty or taking, continuous operation, transfer of the Nets or pledges 
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of interests in the Nets, and such action or failure to act would, but for the provision described in the 
preceding sentence, constitute an event of default thereunder, then notwithstanding such provision, the 
parties will have the right to sue for injunctive relief or liquidated damages, to the extent such remedies 
are provided for in the Non-Relocation Agreement as if such occurrence or omission were recognizable as 
an event of default thereunder.  The effect of these provisions on the parties� rights and obligations under 
the Non-Relocation Agreement is unclear.  See �RISK FACTORS AND INVESTMENT 
CONSIDERATIONS�Risks Associated with Operations�National Basketball Association�NBA 
Preemption� and �APPENDIX J�SUMMARY OF THE NON-RELOCATION AGREEMENT.� 

The Issuer�s rights and remedies under the Non-Relocation Agreement will not be pledged 
or assigned to the PILOT Bond Trustee as security for the Series 2009 PILOT Bonds.  Series 2009 
PILOT Bondholders will have no rights under the Non-Relocation Agreement. 

For risks associated with the Non-Relocation Agreement, see �RISK FACTORS AND 
INVESTMENT CONSIDERATIONS�Risks Relating to the Series 2009 PILOT Bonds�Enforceability 
of Documents�General� and ��Enforceability of Documents with Respect to the Bankruptcy of 
ArenaCo and/or New Jersey Basketball,� �RISK FACTORS AND INVESTMENT 
CONSIDERATIONS�Risks Associated with Operations�Relocation Risk,� and ��National 
Basketball Association.� 

Barclays Center Naming Rights Agreement and Naming Rights Agreement Assignment 

The Arena Developer, New Jersey Basketball and Barclays Services Corporation (�Barclays�) 
have entered into an Amended and Restated Naming Rights Agreement, dated January 17, 2007, and 
amended November 4, 2008 and August 3, 2009 (as so amended, the �Barclays Center Naming Rights 
Agreement�).  The Barclays Center Naming Rights Agreement has a term of approximately twenty (20) 
years that expires on the twentieth (20th) anniversary of the date that the Arena has obtained a temporary 
certificate of occupancy and certain required NBA approvals, including approval of the relocation of the 
Nets to the Arena for use as its home venue (unless otherwise terminated or extended) (the �Opening 
Date�).  If the Opening Date does not occur by May 1, 2013, then Barclays will have (and its sole 
remedies will be) (i) the continuation of a free extension of the New Jersey Team Sponsorship Rights (as 
defined in the Barclays Center Naming Rights Agreement) through the earlier of (A) the Team 
Occupancy Date (as defined in the Barclays Center Naming Rights Agreement), or (B) the date of 
exercise of Barclays� applicable termination right set forth in the Barclays Center Naming Rights 
Agreement, and (ii) a termination right, as provided in the Barclays Center Naming Rights Agreement 
and, if Barclays exercises such termination right, the right to recoup certain costs, as described in the 
Barclays Center Naming Rights Agreement.  The Barclays Center Naming Rights Agreement contains 
other provisions setting forth the circumstances under which a specified party may terminate the 
agreement, including by Barclays due to a work stoppage by the NBA and/or NBPA that continues for a 
single sustained period longer than an aggregate of two (2) full NBA seasons plus one (1) Nets regular 
season Home Game.  The Barclays Center Naming Rights Agreement also contains provisions setting 
forth the limited circumstances under which Barclays may otherwise terminate the Barclays Center 
Naming Rights Agreement or reduce its payment obligation thereunder, including prior to the Opening 
Date.  Construction of the Arena has commenced for purposes of the Barclays Center Naming Rights 
Agreement.  See �RISK FACTORS AND INVESTMENT CONSIDERATIONS�Risks Associated with 
Construction of the Arena Project�Failure to Satisfy Vacant Possession Release Conditions.� 

Pursuant to the Barclays Center Naming Rights Agreement, the official name of the Arena is to 
be �Barclays Center� (or such other names as may be established in accordance with the Barclays Center 
Naming Rights Agreement), and Barclays will have various other marketing, media, promotional and 
hospitality rights in connection with the Arena and certain Arena-related products.  The Arena Developer 
and New Jersey Basketball will be entitled to receive from Barclays New Jersey Team Sponsorship fees 
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(payable to New Jersey Basketball), initial Construction Period Entitlement fees (payable to the Arena 
Developer), Naming Rights fees (payable to the Arena Developer and New Jersey Basketball in 
accordance with the Barclays Center Naming Rights Agreement), and Suite License fees, which are 
credited against the Naming Rights fees payable to the Arena Developer (as such terms are defined in the 
Barclays Center Naming Rights Agreement). 

For the rights and benefits that Barclays is to receive pursuant to the Barclays Center Naming 
Rights Agreement, Barclays is to pay certain fees to New Jersey Basketball and to the Arena Developer, 
including the Naming Rights fees allocated to the Arena Developer, which are in the amount of $10 
million and which are payable annually to the Arena Developer (subject to a credit in respect of Suite 
License fees paid by Barclays pursuant to the Barclays Center Naming Rights Agreement).  These fees 
will be paid over in equal monthly installments on the first day of each month commencing on the 
Opening Date (as such term is defined in the Barclays Center Naming Rights Agreement) and continuing 
for twenty (20) years (subject to extension (and any free periods as a result thereof) or early termination 
of the term as provided in the Barclays Center Naming Rights Agreement). 

The Arena Developer and ArenaCo will enter into an Assignment and Assumption of the 
Amended and Restated Naming Rights Agreement (the �Naming Rights Agreement Assignment�) 
pursuant to which the Arena Developer will assign to ArenaCo all of its benefits under the Barclays 
Center Naming Rights Agreement, including the Arena Developer�s right to receive $10 million annually 
in Naming Rights Fees, and ArenaCo will assume the Arena Developer�s obligations under the Barclays 
Center Naming Rights Agreement.  See �RISK FACTORS AND INVESTMENT 
CONSIDERATIONS�Risks Associated with Operations�Financial Performance of the Arena.� 

Arena Tenant Revenue 

ArenaCo�s principal revenue rights and expense obligations arise under the Arena Lease 
Agreement, the Nets License Agreement, the Naming Rights Agreement Assignment, Founding 
Partner/Sponsorship Agreements, Suite License Agreements and other licenses for use of the Arena.  
Under the Arena Lease Agreement, ArenaCo will possess, operate and maintain the Arena Project.  Under 
the Nets License Agreement, ArenaCo will retain the right to receive all Arena-related revenues that have 
not been specifically designated to be received and retained by New Jersey Basketball.  ArenaCo expects 
that the principal sources of Arena Tenant Revenue will be luxury suite premiums; revenues from food, 
beverage and merchandise concessions; revenues from non-Nets events held at the Arena (such as 
entertainment, religious, sporting, cultural, theatrical, recreational, promotional, community and civic 
events, such as concerts, rodeos, circuses, ice skating shows, convocations, private parties, commercial 
film and television shoots, fashion shows, meetings, conventions, intercollegiate sporting events, auctions 
and tours); Naming Rights Fees received pursuant to the Barclays Center Naming Rights Agreement and 
other signage/advertising revenues received under Founding Partner/Sponsorship Agreements and other 
contracts for advertising at the Arena; the License Fee and the Merchandising Fee.  See ��Projections� 
below.  Although ArenaCo will not receive any ticket revenues from Home Games, attendance at Home 
Games will have an effect on Arena Tenant Revenue.  See �RISK FACTORS AND INVESTMENT 
CONSIDERATIONS�Risks Associated with Operations�Financial Performance of the Arena�; see 
also �APPENDIX G�SUMMARY OF THE ARENA LEASE AGREEMENT� and �APPENDIX I�
SUMMARY OF THE NETS LICENSE AGREEMENT.� 

Under the Nets License Agreement, revenues from sales of tickets to Home Games would not be 
specifically included in Arena Tenant Revenue.  However, the License Fee paid annually by New Jersey 
Basketball to ArenaCo will be calculated using a formula based in part on ticket sales from Home Games.  
See ��Project Leases and Agreements�Nets License Agreement� above.  All Arena-related revenue 
that is not specifically categorized as Arena Tenant Revenue and which is to be retained by New Jersey 
Basketball pursuant to the Nets License Agreement will comprise Nets Team Revenue.  In addition to the 
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License Fee, New Jersey Basketball will pay to ArenaCo the Merchandising Fee in accordance with (and 
subject to the terms of) the Nets License Agreement. 

ArenaCo expects to begin collecting some of Arena Tenant Revenue with respect to an NBA 
season (generally, October to April, with the post-season occurring generally in May and June) prior to 
the start of the Bond Year in which such season starts, through, for example, advance sales of luxury suite 
licenses.  ArenaCo generally expects to collect Arena Tenant Revenue generated by its contractual 
agreements and from non-Nets events held at the Arena (including Naming Rights Fees received pursuant 
to the Barclays Center Naming Rights Agreement and other signage/advertising revenues received under 
Founding Partner/Sponsorship Agreements and contracts for advertising at the Arena; luxury suite 
premiums and revenues from food, beverage and merchandise concessions) throughout the year, both 
during an NBA season and the NBA off-season.  Such Arena Tenant Revenue would be available to make 
PILOTs and to pay Rent in the next succeeding Bond Year.  Accordingly, ArenaCo�s projections match 
certain revenue and expense amounts corresponding to an NBA season with certain expense amounts 
corresponding to the Bond Year in which the season takes place. 

All revenue assumptions and the corresponding projections are based on current dollars and most 
escalate at varying annual percentages.  As of the date of the this Official Statement, the Arena Developer 
has entered into various agreements, as more particularly described herein, for certain contractually 
obligated income related to Arena Tenant Revenue as summarized below: 

Category 

Contractually Obligated 
Initial Aggregate Annual 

Fee (Arena Portion) Term (years) 
Naming Rights Agreement $10,000,000 20 years 
Founding Partner/Sponsorship Agreements 11,036,802 5 years(3) 
Suite License Agreements 2,446,520 5 years(3) 
Nets License Agreement(1) 7,546,000 37 years 
Concessionaire Agreement(2) 4,500,000 3 years 
Total $35,529,322  
___________________ 
(1) Includes the Basic License Fee, the Ancillary Facilities License Fee, and Merchandising Fee. 
(2) Minimum income to the Arena subject to certain annual attendance requirements as more particularly described below. 
(3) Represents the average term for such agreements. 
 

Signage/Advertising 

The signage/advertising category of Arena Tenant Revenue consists primarily of revenues from 
the sale of temporary and permanent signage in the Arena or any portion thereof, including billboards, 
scoreboard and other on-site fixed and electronic advertising, and from promotional events and giveaways 
at all events held at the Arena, including Home Games.  In addition to certain Founding 
Partner/Sponsorship Agreements (as described below in ��Founding Partner/Sponsorship Agreements�) 
into which the Arena Developer has entered as of the date of this Official Statement and which the Arena 
Developer will assign its interest therein to ArenaCo, ArenaCo expects to sell signage/advertising rights, 
some of which may cover both on-site Arena signage/advertising and external sponsorship.  ArenaCo will 
be entitled to receive revenues attributable to signage and on-site advertising and promotions in the 
Arena, subject to the Nets� exclusive rights to sell and retain all revenues, with respect to Home Games, 
from (i) Courtside Advertising (as defined in the Nets License Agreement), (ii) advertising appearing on 
telescreens, electronic scoreboards, LED rings, and public address systems to the extent that such 
advertising pertains specifically to the playing of, or is shown or displayed solely at, Home Games, (iii) 
advertising appearing on Nets programs and tickets to Home Games (other than advertising on tickets 
sold at or processed through Arena box office facilities), (iv) game day promotions such as �hat night,� 
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and (v) other sources typically controlled by NBA teams on Home Game days, as well as certain other 
rights reserved by the Nets under the Nets License Agreement.  Signage/advertising revenues are a 
function of attendance at the Arena, the quality of events and the potential for increased exposure due to 
the telecast of events at the Arena. 

The marketing plan to generate signage/advertising revenues at the Arena consists primarily of 
the Barclays Center Naming Rights Agreement, as earlier described, and several primary sponsors or 
�Founding Partners� and other sponsors who have executed Founding Partner/Sponsorship Agreements, 
as well as additional sponsor agreements.  The Founding Partners will be strategically aligned in the 
Arena with �neighborhoods� to create a stronger sense of branding identity throughout the Arena. 

The projections for signage/advertising revenues are based on the terms of various Founding 
Partner/Sponsorship Agreements executed on or before the date of the date of this Official Statement as 
well as historical performance at IZOD Center and other New York metropolitan area event venues, 
results at other comparable new NBA arenas, ArenaCo�s judgment and assumptions, and a financial 
feasibility analysis (the �CSL Financial Feasibility Study�) and a market study (the �CSL Market Study�), 
each provided by Conventions, Sports & Leisure International, Inc. (�CSL International�).  The projected 
price for signage/advertising is assumed to escalate at an annual rate of three percent (3%).  See ��
Founding Partner/Sponsorship Agreements� and ��Project Feasibility and Market Studies� below in this 
section.  See also �RISK FACTORS AND INVESTMENT CONSIDERATIONS�Risks Associated with 
Operations�Financial Performance of the Arena.� 

Founding Partner/Sponsorship Agreements 

The Arena Developer and New Jersey Basketball have currently entered into Founding 
Partner/Sponsorship Agreements with various local, regional, national and international businesses.  
These executed Founding Partner/Sponsorship Agreements, the interests of the Arena Developer in which 
will be assigned to ArenaCo, have terms that range from three (3) to seven (7) years and an initial-year 
annual aggregate payment to the Arena Developer of approximately $11.0 million.  The executed 
Founding Partner/Sponsorship Agreements provide for annual fee increases. 

The executed Founding Partner/Sponsorship Agreements provide that the licensee/sponsor has a 
termination right in certain circumstances, including in the event that the Arena is not substantially 
completed and suitable for Home Games by a certain date, generally November 1, 2012.  Certain of the 
executed Founding Partner/Sponsorship Agreements include terms that permit the licensee/sponsor to 
cease or reduce the payment of fees payable to New Jersey Basketball (but not to the Arena Developer 
(or, following the assignment of the agreements to ArenaCo, ArenaCo)) during the continuance of an 
NBA players� strike or NBA-induced work stoppage; however, several of the executed Founding 
Partner/Sponsorship Agreements do not permit such fee payment reduction or cessation under such 
circumstances. 
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A summary of the executed Founding Partner/Sponsorship Agreements is as follows: 

Founding Partner/Sponsor Term* 

ADT Security Services, Inc. 

Five (5) years from the Arena opening date and two 
consecutive one (1) year extensions thereafter (with each such 
extension being subject to a sponsor opt-out) 

Anheuser-Busch Incorporated 
(through its authorized agent, 
Busch Media Group, Inc.) Four (4) years from the Arena opening date 
A. Stein Meat Products Inc., d/b/a 
Brooklyn Burger Three (3) years from the Arena opening date 
Cushman & Wakefield, Inc. Five (5) years from the Arena opening date 
EmblemHealth, Inc. Six (6) years from the Arena opening date 

Foxwoods Resort Casino 
Four (4) years from the Arena opening date; sponsor option to 
extend for one (1) additional year 

High Point Solutions, Inc. Five (5) years from the Arena opening date 

Jones Soda Co. 
Seven (7) years from the Arena opening date; sponsor option 
to early terminate after five (5) years 

MetroPCS New York, LLC Five (5) years from the Arena opening date 
Phillips-Van Heusen Corporation Five (5) years from the Arena opening date 
________________ 
* Subject to a �tail� period in certain instances based on the occurrence of the Arena opening date during an NBA 
    season.  

None of the Barclays Center Naming Rights Agreement or Founding Partner/Sponsorship 
Agreements are pledged to the PILOT Bond Trustee.  The PILOT Bond Trustee and the holders of Series 
2009 PILOT Bonds will have no rights under the Barclays Center Naming Rights Agreement or any 
Founding Partner/Sponsorship Agreement.  See �RISK FACTORS AND INVESTMENT 
CONSIDERATIONS�Risks Associated with Construction of the Arena Project�Construction Risks,� 
��Risks Associated with Operations�Financial Performance of the Arena� and �APPENDIX R�
FORM OF FOUNDING PARTNER/SPONSORSHIP AGREEMENT.�  

Luxury Suite Premiums 

Premium seating at the Arena will contain eighty-three (83) standard luxury suites, twelve (12) 
courtside suites, six (6) conference suites, four (4) party suites, and forty (40) loge boxes.  Luxury suite 
licensees will have their own exclusive entrance, clubs, elevators, concourses and facilities creating a 
premium experience over standard ticket-holders.  Individual suites are equipped with state-of-the-art 
electronics including flat screen TVs, Internet access, and other modern amenities and will be fully 
catered.  Fifty-three (53) of the standard luxury suites will be located on the first suite level, and thirty 
(30) of the standard luxury suites will be located on the second suite level.  Standard luxury suites are 
categorized and marketed as either �brownstones� or �lofts� and range from an initial suite license fee of 
$195,000 to $425,000 providing a variety of price points to service the mid-size to large-size corporate 
base in Brooklyn and in the greater New York City market.  Brownstone suites seat approximately sixteen 
(16) patrons and loft suites seat approximately ten (10) patrons; provided, that suite license holders can 
purchase additional tickets.  Suites on the first suite level form a full 360-degree circumference around the 
Arena.  Suites on the second suite level exist only between the �baselines�  (i.e., the ends of the basketball 
court).  Suites are currently marketed and licensed from the Barclays Center Showroom located on the 
38th floor of The New York Times Building in midtown Manhattan.  The Barclays Center Showroom 
contains a full mock suite as well as a 180-degree projection screen that allows a potential suite licensee 
to replicate a view of various Arena events from a particular suite in the Arena. 
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For purposes of the projections contained herein, ArenaCo assumes the annual licensing of 
ninety-one (91) of 105 suites more particularly described as follows: seventy-six (76) of eighty-three (83) 
standard luxury suites, ten (10) of twelve (12) courtside suites, and five (5) of six (6) conference suites for 
terms of five (5), seven (7) or ten (10) years.  Additionally, four (4) of the unlicensed luxury suites, thirty-
eight (38) of the forty (40) loge boxes, and the party suites are assumed to be licensed for shorter time 
periods.  Luxury suite licensees will receive tickets to all ticketed events held at the Arena, subject to 
certain exceptions set forth in the Suite License Agreements.  For Home Games, the price of a luxury 
suite includes two (2) components: (1) the price of the ticket for the seat within the suite (referred to as 
the �Ticket Component�) and (2) the portion of the price that entitles the holder access to that luxury suite 
and certain specified amenities (referred to as the �Premium Component�).  Pricing of the Ticket 
Component for a Home Game is established pursuant to a formula agreed upon under the Nets Suite 
Allocation Approval. 

Pursuant to the Nets License Agreement, ArenaCo and New Jersey Basketball have agreed that 
all Suite License Agreements will provide that for Home Games, ArenaCo (for the Suite License 
Agreements that ArenaCo executes and by and through the assignment to ArenaCo by the Arena 
Developer of all of the Arena Developer�s rights and remedies under the Suite License Agreements that 
the Arena Developer has executed as of, and after, the date of this Official Statement) shall receive all 
payments constituting the Premium Component and that New Jersey Basketball shall receive all payments 
constituting the Ticket Component.  Standard luxury suites are projected to be licensed at an initial 
average annual license fee of approximately $278,000, which fee includes a Ticket Component (for Home 
Games) of approximately $58,000 as well as a Premium Component of approximately $220,000.  As of 
the date of this Official Statement, the Arena Developer has entered into suite licenses, either through 
standalone Suite License Agreements or through Founding Partner/Sponsorship Agreements, with various 
individuals and local, regional, national and international businesses for ten (10) standard luxury suites, 
exclusive of complimentary suite agreements, with terms that range from five (5) to seven (7) years, and 
with an average initial year license fee of $367,500 for an aggregate amount of initial license fees of 
$3,675,000.  All suite agreements require annual escalation of payments.  Two (2) of the seven- (7-) year 
Suite License Agreements have a termination option after the fifth (5th) year, one (1) of the five- (5-) year 
Suite License Agreements has a termination option after the third (3rd) year, and four (4) of the suite 
licenses that are included in Founding Partner/Sponsorship Agreements have the right to terminate the 
suite license if the Arena is not substantially completed and suitable for Home Games by a date certain, 
generally November 1, 2012.  The associated premium component of executed suite license agreements is 
currently calculated to be $2,446,520 and represents twelve percent (12%) of the net licensed luxury suite 
budget.  In order for ArenaCo to meet the projections for standard luxury suite licenses, the remaining 
sixty-six (66) standard luxury suites projected to be licensed would need to require an average initial year 
license fee of approximately $267,000.  Courtside suites are projected to be licensed at an initial average 
annual license fee of $544,000, which fee includes a Ticket Component for Home Games of 
approximately $218,000 and a Premium Component of approximately $326,000.  Additionally, the Arena 
will include six (6) conference suites on the first suite level with no view of the Arena bowl.  For 
purposes of the projections contained herein, five (5) of these conference suites will be licensed at an 
initial average annual license fee of $100,000 each, exclusive of tickets. 

The remaining suites will be licensed either as nightly suites or as club suites, and four (4) of the 
remaining seven (7) luxury suites are projected to be licensed for all Home Games.  The remaining three 
(3) luxury suites are projected to be provided to users on a complimentary basis.  For purposes of the 
projections contained herein, the four (4) party suites are consolidated into two (2) larger party suites and 
are projected to be licensed at an initial average license fee of $13,200 per game, including a Ticket 
Component for Home Games of approximately $4,500 per Home Game and a Premium Component of 
approximately $8,700 per Home Game.  Projected occupancy levels for party suites are assumed to be 
80% for Home Games and for an additional sixty (60) of 179 (or, thirty-four percent (34%) of) other 
Arena events, which include entertainment, religious, sporting, cultural, theatrical, recreational, 
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promotional, community and civic events, such as concerts, rodeos, circuses, ice skating shows, 
convocations, private parties, commercial film and television shoots, fashion shows, meetings, 
conventions, intercollegiate sporting events, auctions and tours.  Loge boxes are projected to be licensed 
at an initial average annual license fee of approximately $58,000, which fee includes a Ticket Component 
for Home Games of approximately $9,800 and a Premium Component of approximately $48,200.  Loge 
boxes are projected to be ninety-five percent (95%) occupied for Home Games, and thirty (30) of the 
forty (40) loge boxes are projected to be licensed for twenty (20) of 179 (or, eleven percent (11%) of) 
non-Nets events. 

The projections for luxury suite license revenues are based on results at other comparable new 
NBA arenas and other New York metropolitan area event venues, ArenaCo�s judgment and assumptions 
(including the number of Suite License Agreements executed by the Arena Developer as of the date of 
this Official Statement, which Suite License Agreements will be assigned in whole to ArenaCo pursuant 
to contractual assignments which will become effective when vacant possession of the Arena Premises is 
obtained), the CSL Financial Feasibility Study and the CSL Market Study.  However, there can be no 
assurance as to the number of Suite License Agreements that will be closed or the amount realized from 
such Suite License Agreements.  Furthermore, the amount of the license fee and ticket price that is 
ultimately charged is subject to many factors outside the control of ArenaCo and cannot be predicted with 
certainty.  See �RISK FACTORS AND INVESTMENT CONSIDERATIONS�Risks Associated with 
Construction of the Arena Project�Construction Risks� and ��Risks Associated with Operations�
Financial Performance of the Arena�; see also �APPENDIX S�FORM OF SUITE LICENSE 
AGREEMENT,� �APPENDIX W�CSL FINANCIAL FEASIBILITY STUDY� and �APPENDIX X�
CSL MARKET STUDY.� 

Food, Beverage and Merchandise Concessions 

ArenaCo intends to manage and operate the food and beverage concession services at the Arena 
in a manner consistent with the management and operation of such concession services at other first-class 
arena venues.  The Arena Developer  has entered into an agreement with Levy Premium Foodservice 
Limited Partnership, and such agreement will be assigned in whole to ArenaCo (which assignment will 
become effective when vacant possession of the Arena Premises is obtained).  Under this agreement, 
ArenaCo will receive a specified percentage of all concession revenue.  The remaining concession 
revenue will be retained by the concessionaire or used to pay applicable taxes.  ArenaCo also will likely 
enter into a similar arrangement to sell merchandise and novelties at the Arena through one (1) or more 
concessionaires.  Arena operators generally project their food and beverage concessions, merchandise and 
novelties revenue based on assumed �per capita� spending by event attendees.  Concessions estimates are 
based on the estimated season attendance for each seating segment multiplied by a weighted average of 
approximately $13.50 of gross revenue per capita.  The projected operating cost of concessions is 
estimated to be approximately sixty percent (60%) of gross revenue.  The executed concession agreement 
provides for contractually obligated annual income to the Arena of $4.5 million, subject to total Arena 
attendance for all events during a particular year being no less than 1,638,836.  The 1,638,836 attendance 
hurdle is approximately twenty-nine percent (29%) less than current concessions attendance projections 
of 2,293,656 attendees per year. 

Projected merchandise revenue for Arena events other than Home Games assumes a per capita 
spending of approximately $5.97 and assumes that ten percent (10%) of revenues flow to ArenaCo.  For 
Home Games at the Arena, New Jersey Basketball pays the Arena a license fee of $420,000 per year for 
the right to retain all net revenues from certain merchandise and novelties sales in the Arena, including 
from up to four (4) Nets-identified team stores, for merchandise and novelties bearing the Nets name or 
logo or bearing other NBA intellectual property. 
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Food, beverage and merchandise per capita revenue projections are estimated to inflate at an 
annual rate of three percent (3%).  The terms and conditions of any agreement relating to provision of 
food and beverage or merchandise concessions at the Arena, including food and beverage menus and 
pricing, the location of concession stands and restaurants, menus, pricing and admission criteria for clubs 
and restaurants, and selection and pricing of merchandise, will be subject to the approval of New Jersey 
Basketball to the extent that such terms and conditions have an impact on New Jersey Basketball�s use of, 
or operation of, the Arena. 

Revenues from Other Events and Other Income 

ArenaCo intends the Arena to be a multi-purpose venue for many types of family entertainment 
events, religious events, sporting events, and cultural and other performances.  It is currently anticipated 
that the Arena will host 179 non-Home Game events in the Arena each year, including entertainment, 
religious, sporting, cultural, theatrical, recreational, promotional, community and civic events, such as 
concerts, rodeos, circuses, ice skating shows, convocations, private parties, commercial film and 
television shoots, fashion shows, meetings, conventions, intercollegiate sporting events, auctions and 
tours. 

The payment structure will vary for each type of event � in the case of concerts, other sporting 
events, and family shows, it is anticipated that ArenaCo will earn a percentage of the promoter�s post-
sales tax revenues (averaging 5.0%, 9.4%, and 10.0%, respectively) and that the promoter will also pay 
the majority of event-day expenses.  Alternatively, ArenaCo may allow promoters to host events in the 
Arena in exchange for a fixed rent payment, assuming equal or better financial terms to the structure 
described above. 

For fixed-fee rentals an average rental of $47,741 is assumed, with 100% of the proceeds after 
sales tax flowing to ArenaCo and with the event covering thirty percent (30%) of its event costs.   

Additional �other event� revenue is projected to come from party suites and loge boxes, as 
discussed above in the �Luxury Suite Premium� section. 

ArenaCo�s management team has begun discussions with various promoters and providers of 
entertainment, sporting, and family events.  As of the date of this Official Statement, ArenaCo has 
received various forms of non-binding letters of intent and letters of interest from Live Nation, Inc., the 
largest concert promoter in the country; Feld Entertainment, Inc., the world�s leading producer of live 
family entertainment experiences, which include Ringling Bros. and Barnum & Bailey®, Feld Motor 
Sports, Disney On Ice® and Disney Live!®; IMG, one of the world�s premier and most diversified sports, 
entertainment and media company; as well as the United States Military Academy, Professional Bull 
Riders, Inc., and Blue Entertainment Sports Television. 

Other Arena Tenant Revenue includes facility and green building fees and miscellaneous income.  
Facility fees are fees that range from $1.00 to $6.00 per ticket (based on the price of the ticket) that are 
attached to the ticket price of each event.  ArenaCo will receive the facility fee revenue for all non-Nets 
events, and the Nets will receive the facility fees for Home Games.  The green building fee is a $1.00 per 
ticket surcharge added to all tickets to help defray the cost of the Arena�s LEED certification.  ArenaCo 
will receive all green building fees, regardless of whether they are attached to Nets or other event tickets. 

Miscellaneous income includes rent paid by New Jersey Basketball for the Nets� office space and 
the Nets practice and training facilities, as well as other miscellaneous items such as ticket rebates. 

The projections for other events income and other income are based on letters of interest received 
to date, results at other comparable new NBA arenas and other New York metropolitan area event venues, 
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ArenaCo�s judgment and assumptions, the CSL Financial Feasibility Study and the CSL Market Study.  
However, there can be no assurance as to the number of other events will be booked at the Arena or the 
amount realized from such other events or other sources.  Furthermore, the amount of the license fee, use 
fee or other fee that is ultimately charged is subject to many factors outside the control of ArenaCo and 
cannot be predicted with certainty.  See �RISK FACTORS AND INVESTMENT CONSIDERATIONS�
Risks Associated with Construction of the Arena Project�Construction Risks� and ��Risks Associated 
with Operations�Financial Performance of the Arena�; see also �APPENDIX W�CSL FINANCIAL 
FEASIBILITY STUDY� and �APPENDIX X�CSL MARKET STUDY.� 

Project Feasibility and Market Studies 

The Arena Developer retained CSL International to provide the CSL Financial Feasibility Study 
and the CSL Market Study for the Arena Project. 

CSL Financial Feasibility Study 

CSL International, a sports facility consultant, has prepared its CSL Financial Feasibility Study 
for the Arena Developer to evaluate the ability of ArenaCo to meet the operating expenses, working 
capital needs and other financial requirements of the Arena Project, including the making of PILOTs.  In 
performing the study, CSL International relied on the CSL Market Study further described below.  CSL 
International participated in gathering information, assisted the Arena Developer in identifying and 
formulating assumptions, and assembled the statements of forecasted income and cash flows for ArenaCo 
included in the CSL Financial Feasibility Study, based upon those assumptions.  CSL International 
concluded that, in its opinion, the underlying assumptions provide a reasonable basis for ArenaCo�s 
financial forecast; provided, however, that there will usually be differences between forecasted results and 
actual results because events and circumstances frequently do not occur as expected, and those 
differences may be material.  In addition, CSL International concluded that the financial forecast indicates 
that sufficient funds could be generated to meet operating expenses, working capital needs, and other 
financial requirements, including the making of PILOTs; provided, however, that the achievement of any 
financial forecast is dependent upon future events, the occurrence of which cannot be assured.  See 
�APPENDIX W�CSL FINANCIAL FEASIBILITY STUDY.�  See also �RISK FACTORS AND 
INVESTMENT CONSIDERATIONS�Risks Associated with Operations� and �CAUTIONARY 
NOTICE REGARDING FORWARD-LOOKING STATEMENTS.� 

CSL Market Study 

CSL International has also prepared its CSL Market Study for the Arena Developer to evaluate 
the Arena Project�s market viability.  In performing the study, CSL International�s procedures included an 
analysis of current NBA pricing and premium seating programs; analysis of demographic and 
socioeconomic characteristics of the New York market relative to the other U.S. markets currently 
supporting an NBA membership; analysis of projected operations at the Arena; and third party interviews 
with potential stakeholders whom may have an interest in the premium seating products that have been 
developed for the Arena.  CSL International also participated in gathering market information need to 
compile the study, including interviews with key event promoters.  CSL International concluded, among 
other conclusions, that the Brooklyn, New York area would be ideal for a new state-of-the-art arena.  See 
�APPENDIX X�CSL MARKET STUDY�; see also �RISK FACTORS AND INVESTMENT 
CONSIDERATIONS�Risks Associated with Operations� and �CAUTIONARY NOTICE 
REGARDING FORWARD-LOOKING STATEMENTS.� 
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Summary of Highlights of CSL International�s Reviews 

In performing the analytical work to compile the CSL Financial Feasibility Study and the CSL 
Market Study, CSL International specifically noted the following (which list is not intended to be 
exhaustive): 

· The Nets currently play in one of the oldest facilities hosting a National Basketball Association 
franchise.  

· The IZOD Center, the Nets� current home, offers only twenty-eight (28) private suites and no club 
seats, compared to an NBA average of ninety-four (94) private suites and approximately 2,100 club 
seats.  The lack of premium seating limits the ability of the Nets to generate revenues. 

· Brooklyn is part of the most densely populated metropolitan region in the nation with 
approximately 2.51 million residents.  Brooklyn is centrally located between Manhattan and 
Queens with populations of 1.62 million and 2.26 million, respectively. With easy access to the tri-
state metropolitan marketplace (New York, New Jersey, Connecticut) and the convergence of 
commercial and retail business, educational institutions and residential neighborhoods, a downtown 
Brooklyn site is ideal for a new state-of-the-art arena. 

· The New York metropolitan area has a high number of professional sports venues and franchises 
that will present competition to the Barclays Center and the Nets. However, the market has the 
fourth (4th) highest ratio of population per professional sports franchise among the markets 
analyzed, and the Nets is already an existing franchise in the area. 

· The corporate markets in both Manhattan and Brooklyn/Queens were surveyed and indicated a 
high level of support for the Barclays Center in Brooklyn.  

· Based on the in-depth analysis of the current and future trends in the New York marketplace, it is 
recommended that the new arena incorporate approximately 100 private suites, forty (40) loge 
boxes and 3,300 club seats for revenue generation purposes. 

· Based on interviews conducted in late 2008 and April 2009 with local and national promoters, the 
development of a new arena will provide the marketplace with a state of the art facility that will 
better serve concert and family show promoters. It is expected that the new arena will likely 
generate incremental events that are not currently being accommodated in the marketplace due to a 
lack of availability and amenities.  

· The Arena Developer also retained CSL International to provide a financial feasibility study of the 
Arena Developer�s proposal to develop and operate the proposed Barclays Center Arena to be 
located in Brooklyn, New York.  This study was undertaken to evaluate the ability of ArenaCo to 
meet the operating expenses, working capital needs and other financial requirements of the 
Barclays Center, including the debt service requirements associated with the proposed bond 
issuance contemplated herein. 

 

ArenaCo�s Expenses 

Projected expenses of ArenaCo in connection with the Arena consist of PILOTs, Rent and 
expenses incurred for the operation and maintenance of the Arena and for certain capital repairs and 
improvements, as well as all expenses directly related to the generation of Arena Tenant Revenue, 
including consulting fees and legal fees.  Operating expenses include expenses incurred in connection 
with Arena operations, special events, arena concessions, general and administrative matters and any 
other expenses required to be paid by ArenaCo in connection with the operation of the Arena, and the 
expenses, liabilities and compensation of the PILOT Bond Trustee required to be paid under the PILOT 
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Bonds Indenture and other financing agreements.  Projected expenses are based, in part, upon ownership 
experience managing the Nets and comparable expenses at other NBA arenas, and are assumed to escalate 
at an annual rate of three percent (3%).  ArenaCo will not be responsible for expenses that relate to the 
operation of the Nets, such as player costs or costs imposed by the League Rules.   

Projections 

 The following table sets forth ArenaCo�s estimates of revenue and expenses for the five (5) 
operating years (i.e., July 1 of a given year to June 30 of the following year) from 2011-12 through 2015-
16.  These estimates are based on (1) historical performance of the Nets, (2) results at other comparable 
new NBA arenas, (3) ArenaCo�s judgment and assumptions concerning future operations that it believes 
are relevant and accurate, including those assumptions that are set forth above under �ArenaCo�s 
Revenue� and �ArenaCo�s Expenses�, (4) the CSL Financial Feasibility Study and the CSL Market 
Study, and (5) various contracts and agreements executed as of the date of this Official Statement for 
naming rights, other signage/advertising rights, luxury suite premiums and concessions.  However, it is 
possible that assumed circumstances will not materialize, that anticipated events may not occur or may 
have different results than projected, or that unanticipated events may occur to cause future ArenaCo 
revenues, operating expenses and net cash flow to vary materially from the projections.  These projections 
are not intended to comply with the guidelines established by the American Institute of Certified Public 
Accountants for preparation and presentation of financial projections.  Please refer to ��Arena Tenant 
Revenue� and ��ArenaCo�s Expenses� above for a discussion of the assumptions underlying the 
projections.  See also �RISK FACTORS AND INVESTMENT CONSIDERATIONS�Risks Associated 
with Operations� and �CAUTIONARY NOTICE REGARDING FORWARD-LOOKING 
STATEMENTS.� 
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ArenaCo Forecasted Statement of Income and Expenses 
For the Five Operating Years Ending June 30, 2012 through 2016 

(numbers are in thousands) 
 

 2011-12 2012-13 2013-14 2014-15 2015-16 
Income from Premium Seating      

Gross Revenue from Tickets and Premium Seating      
Suites  $4,178  $26,646  $27,445  $28,268  $29,117  
Loge Boxes     0   2,269  2,337  2,407  2,479  
Party Suites     0   912  940  968  997  
Total Gross Revenue from Tickets and Premium 

 Seating  $4,178  $29,827  $30,722  $31,643  $32,593  
Ticket Portion of Premium Seating to Nets $0  $(5,374) $(5,562) $(5,757) $(5,959) 
Net Revenue from Premium Seating  $4,178  $24,453  $25,159  $25,886  $26,634  

      
Income from Nets Games      

Concession Revenue  $0  $5,267  $5,435  $5,738  $5,917  
Rent from Team Store 70  420  433  446  459  
Rental Payment from Ticket Sales  0  7,787  8,060  8,342  8,634  
Total Revenue from Nets' Games and Premium 

 Seating $4,248  $37,926  $39,086  $40,412  $41,643  
      
Other Event Income       

Net Ticket Revenue from Other Events  $1,116  $5,747  $5,919  $6,097  $6,280  
Net Suite Revenue from Other Events 206  1,059  1,090  1,123  1,157  
Net Concessions Revenue from Other Events  943  6,036  6,229  6,576  6,781  
Net Novelties Revenue from Other Events  175  907  935  963  995  
Total Other Event Income  $2,439  $13,748  $14,173  $14,759  $15,212  

      
Other Income      

Naming Rights (net of suite and fulfillment expenses) $1,667  $10,000  $10,000  $10,000  $10,000  
Sponsorship Revenue 4,942  30,540  31,456  32,400  33,372  
Miscellaneous Revenue 292  1,803  1,857  1,912  1,970  
Facility & Green Building Fees 1,118  6,445  6,639  6,838  7,043  
Rent from Team for Practice Facility & Office Space 104  627  646  665  685  
Net Rent from Arena Block Retail 33  200  206  212  219  
Total Other Income $8,156  $49,615  $50,803  $52,027  $53,288  

      
Total Operating Revenue $14,843  $101,289  $104,062  $107,198  $110,143  
      
Expenses      
PILOTs $5,495  $30,667  $31,437  $32,355  $33,212  
Arena Operating Expenses 3,449  24,559  25,392  26,247  27,034  
Total Operating Revenues less  
Operating Expenses and PILOTs $5,899  $46,063  $47,233  $48,616  $49,897  
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National Basketball Association 

Labor relations between the NBA and the NBPA are governed by the CBA currently in effect.  
The CBA currently in effect provides financial stability to NBA teams through various mechanisms 
designed to provide players with a fixed percentage of NBA and team revenues and to maintain a 
competitive balance among all teams in their acquisition and retention of player talent.  These 
mechanisms include a salary cap, which has been in place since 1984, and an escrow/tax system, which 
went into effect with the 2001-02 NBA season.  The salary cap provides for a maximum per-team payroll 
each season, subject to certain exceptions.  The escrow/tax system causes a portion of player salaries to be 
withheld and paid to the teams if aggregate player costs exceed agreed-upon levels and imposes a �tax� 
on teams whose payrolls exceed certain designated amounts.  The tax and escrow funds are available for 
distribution back to the teams under formulas developed by the NBA that provide for larger payments to 
teams that do not pay a tax.  The CBA currently in effect also provides for the NBA Draft, maximum and 
minimum individual player salaries, limitations on the length of guaranteed contracts, rookie salary 
scales, free agency rights and player benefits.  The current CBA is in place through the end of the 
2010-11 NBA Season.  See �RISK FACTORS AND INVESTMENT CONSIDERATIONS�Risks 
Associated with Operations�National Basketball Association� for a discussion of risks presented by 
New Jersey Basketball being an NBA member. 

RISK FACTORS AND INVESTMENT CONSIDERATIONS 

An investment in the Series 2009 PILOT Bonds involves certain risks, including the risk of 
nonpayment of interest or principal due to Bondholders.  The Series 2009 PILOT Bonds are obligations 
of the Issuer, payable solely from specific sources.  The risk of nonpayment is affected by the following 
factors, among others, which should be considered by prospective investors, along with the other 
information presented in this Official Statement, in judging the suitability of an investment in the Series 
2009 PILOT Bonds.  

Risks Relating to the Series 2009 PILOT Bonds 

Limited Recourse Obligations  

The Series 2009 PILOT Bonds are limited recourse obligations of the Issuer payable solely from 
PILOT Revenues derived from PILOTs paid by ArenaCo pursuant to the PILOT Agreement, the interest 
of the PILOT Bond Trustee in the Debt Service and Reimbursement Fund held by the PILOT Trustee 
under the PILOT Assignment and certain Funds and Accounts held by the PILOT Bond Trustee under the 
PILOT Bonds Indenture.  None of the State, the City and ESDC is or shall be obligated to pay the 
principal of or interest on the Series 2009 PILOT Bonds and neither the faith and credit nor the taxing 
power of the State, the City or ESDC is pledged to such payment.  The Issuer has no taxing power. 

The Series 2009 PILOT Bonds do not constitute an obligation of ArenaCo, the Arena Developer, 
New Jersey Basketball, or any of their respective affiliates.  The Series 2009 PILOT Bonds are not 
secured by any interest in the Arena Project, the Arena Premises or any other portion of the Atlantic 
Yards Project nor any property of or interest in ArenaCo, the Arena Developer, New Jersey Basketball or 
any of their respective affiliates. 

 Nature of ArenaCo; Limited Recourse 

ArenaCo is a bankruptcy-remote special purpose limited liability company, and the Series 2009 
PILOT Bonds will be payable solely from PILOTs paid by ArenaCo to ESDC (and which are assigned to 
the PILOT Trustee).  ArenaCo will have no significant assets or revenues other than its interests in the 
Arena Premises and the Arena under the Arena Lease Agreement, in the Nets License Agreement, in 
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certain concession rights contracts, in the Barclays Center Naming Rights Agreement (pursuant to the 
Naming Rights Agreement Assignment) and certain Founding Partner/Sponsorship Agreements, in Suite 
License Agreements and in agreements relating to non-Home Games held at the Arena.  ArenaCo has no 
operating history, and no statements of financial information presently exist with respect to ArenaCo.  
None of the payments due to ESDC under the PILOT Agreement will be pledged to the payment of the 
Series 2009 PILOT Bonds.  Furthermore, the Leasehold PILOT Mortgages will not be pledged as security 
for the Series 2009 PILOT Bonds, and the Bondholders will have no rights or remedies under the Non-
Relocation Agreement.  None of the Arena Developer, New Jersey Basketball and any of their respective 
affiliates is obligated to make any payments under the Series 2009 PILOT Bonds, and no financial 
information with respect to the Arena Developer or New Jersey Basketball is presented in this Official 
Statement or will be made available pursuant to the Continuing Disclosure Agreement.  The sole source 
of payment and security for amounts due to ESDC will be amounts paid by ArenaCo under the PILOT 
Agreement.  As a result, holders of the Series 2009 PILOT Bonds must depend on the PILOT Revenues 
and funds on deposit in the Senior PILOT Bonds Debt Service Reserve Fund and certain other Funds and 
Accounts established under the PILOT Bonds Indenture for the payment of principal of and interest on 
the Series 2009 PILOT Bonds. 

 Enforceability of Documents�General 

Receipt of payments owed to Bondholders depends upon the enforceability of various instruments 
and agreements.  The various legal opinions to be delivered concurrently with the delivery of the Series 
2009 PILOT Bonds will be qualified as to the enforceability of various instruments and agreements 
because of limitations imposed by U.S. federal and state laws affecting remedies and other matters, and 
by bankruptcy, reorganization or other laws affecting the enforcement of creditors� rights generally. 

Insofar as the PILOT Agreement, PILOT Assignment, Leasehold PILOT Mortgages, Arena Lease 
Agreement, Nets License Agreement, Barclays Center Naming Rights Agreement, Naming Rights 
Agreement Assignment, Founding Partner/Sponsorship Agreements and the Non-Relocation Agreement 
contain equitable remedies, a court of equity has broad discretion as to whether to grant equitable relief, 
including whether to require the specific performance of any such agreement.  Furthermore, the liquidated 
damages provision contained in the Non-Relocation Agreement may be found to be excessive or punitive, 
in which case it may be disallowed. 

ArenaCo, the Arena Developer and New Jersey Basketball are subject to the League Rules, as 
such League Rules may change from time to time.  In addition, New Jersey Basketball�s obligations under 
the Non-Relocation Agreement are subject and subservient in all respects to the League Rules, and the 
Nets License Agreement provides that the manner of conduct of Nets activities at the Arena in 
conjunction with Home Games and other Nets events is subject to the League Rules.  The legal effect of 
the League Rules on the enforceability of the PILOT Agreement, PILOT Assignment, Leasehold PILOT 
Mortgages, Arena Lease Agreement, Nets License Agreement, Barclays Center Naming Rights 
Agreement, Naming Rights Agreement Assignment, Founding Partner/Sponsorship Agreements and the 
Non-Relocation Agreement or on any other document to which the Arena Developer, ArenaCo or New 
Jersey Basketball is a party is unclear.  In addition, the effect of the League Rules on the ability of 
ArenaCo or New Jersey Basketball to perform their obligations and/or to exercise their rights under 
various agreements to which either of them is a party, including, but not limited to, the PILOT 
Agreement, PILOT Assignment, Leasehold PILOT Mortgages, Arena Lease Agreement, Nets License 
Agreement, Barclays Center Naming Rights Agreement, Naming Rights Agreement Assignment, 
Founding Partner/Sponsorship Agreements and the Non-Relocation Agreement cannot be known at this 
time.  The League Rules and/or future changes thereto could limit, modify or prevent the enforcement of 
such agreements and documents, modify the benefits afforded thereby and ultimately have a material 
adverse effect on ArenaCo�s ability to generate Arena Tenant Revenue and the Issuer�s ability to pay the 
principal of and interest on the Series 2009 PILOT Bonds.   See ��Risks Relating to the Series PILOT 
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Bonds�Enforceability of Documents�General� and ��Risks Associated with Operations�National 
Basketball Association�NBA Preemption.� 

 Enforceability of Documents with Respect to the Bankruptcy of the Issuer 

If the Issuer were to become a debtor in a case under Title 11 of the United States Code (the 
�Bankruptcy Code�), among other things, payments to Bondholders would be stayed and a bankruptcy 
court could confirm a plan that could affect the Bondholders by reducing or eliminating the amount of the 
Issuer�s indebtedness, deferring or rearranging the debt service schedule(s), reducing or eliminating the 
interest rate(s), modifying or abrogating collateral or security arrangements, substituting (in whole or in 
part) other securities, and otherwise compromising, modifying, or terminating and discharging the rights 
and remedies of the Bondholders against the Issuer.  Furthermore, a bankruptcy court has the power to 
avoid and recover certain payments made to creditors prior to the filing of the bankruptcy case. 

 Enforceability of Documents with Respect to the Bankruptcy of ArenaCo and/or New Jersey 
Basketball 

In the event a voluntary or involuntary case is filed under the Bankruptcy Code with respect to 
ArenaCo and/or New Jersey Basketball, a bankruptcy court could determine that various agreements, 
including but not limited to the PILOT Agreement, PILOT Assignment, Leasehold PILOT Mortgages, 
Arena Lease Agreement, Nets License Agreement, Barclays Center Naming Rights Agreement, Naming 
Rights Agreement Assignment, Founding Partner/Sponsorship Agreements and the Non-Relocation 
Agreement, are executory contracts or unexpired leases.  In a bankruptcy case, an executory contract or 
unexpired lease is capable of being rejected by a trustee or debtor-in-possession pursuant to Section 365 
of the Bankruptcy Code.  If an executory contract or unexpired lease is rejected, the debtor may no longer 
be required to perform its obligations under that contract.  In addition, with the authorization of the 
bankruptcy court, ArenaCo and/or New Jersey Basketball may be able to assign their respective rights and 
obligations under various agreements, including but not limited to the PILOT Agreement, PILOT 
Assignment, Leasehold PILOT Mortgages, Arena Lease Agreement, Nets License Agreement, Barclays 
Center Naming Rights Agreement, Naming Rights Assignment, Founding Partner/Sponsorship 
Agreements and the Non-Relocation Agreement, to which one is a party or both are parties, to another 
entity, despite any contractual prohibition to the contrary.  Furthermore, whether or not a bankruptcy 
court were to determine that one or more of such agreements are executory contracts or unexpired leases, 
claims and remedies arising from such agreement(s), as well as other claims and remedies against 
ArenaCo and/or New Jersey Basketball, as the case may be, may be reduced, modified, or terminated and 
discharged in the bankruptcy case, and equitable remedies may become unenforceable. 

In the event a voluntary or involuntary case is filed under the Bankruptcy Code with respect to 
ArenaCo and/or New Jersey Basketball, a bankruptcy court could determine that various agreements, 
including but not limited to the PILOT Agreement, PILOT Assignment, Leasehold PILOT Mortgages, 
Barclays Center Naming Rights Agreement, Naming Rights Agreement Assignment, Founding 
Partner/Sponsorship Agreements and the Non-Relocation Agreement, are part of the Arena Lease 
Agreement or the Nets License Agreement and are therefore all part of a non-residential real property 
lease.  A trustee in bankruptcy, or ArenaCo or New Jersey Basketball as a debtor-in-possession, as the 
case may be, might reject its respective agreements.  If any such agreement were determined to be an 
unexpired lease of non-residential real property and were rejected by the trustee, or the debtor-in-
possession as lessee, the amount of any corresponding claim resulting from the termination of such 
agreement would be limited to the rent payable under such agreement (without acceleration) for the 
greater of one (1) year or fifteen percent (15%), not to exceed three (3) years, of the remaining term of 
such agreement following the earlier of (a) the date the bankruptcy petition was filed, and (b) the date on 
which the lessor repossessed, or the lessee surrendered, the leased property, plus any unpaid rentals or 
guaranteed payments (without acceleration) on the earlier of such dates.  This determination could allow 
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ArenaCo or New Jersey Basketball, as the case may be, to make minimal additional rental payments or 
other guaranteed payments under their respective agreements. 

In the event a voluntary or involuntary case is filed under the Bankruptcy Code with respect to 
ArenaCo and/or New Jersey Basketball, a bankruptcy court could determine that various agreements, 
including but not limited to the PILOT Agreement, PILOT Assignment, Leasehold PILOT Mortgages, 
Arena Lease Agreement, Nets License Agreement, Barclays Center Naming Rights Agreement, Naming 
Rights Assignment, Founding Partner/Sponsorship Agreements and the Non-Relocation Agreement, are 
all part of a financing.  If a bankruptcy court determines that an agreement is a financing, a bankruptcy 
court could also determine that a debtor is no longer required to perform its obligations under that 
agreement or that the agreement would not be effective. 

In the event a voluntary or involuntary case is filed under the Bankruptcy Code with respect to 
ArenaCo and/or New Jersey Basketball, actions against ArenaCo or New Jersey Basketball, as the case 
may be, would be stayed.  In addition, among other things, a bankruptcy court could confirm a plan that 
could affect Bondholders by reducing or eliminating the amount of ArenaCo�s or New Jersey Basketball�s 
obligations and/or indebtedness, by deferring or rearranging debt service schedule(s) for the Series 2009 
PILOT Bonds, by reducing or eliminating interest rate(s) for the Series 2009 PILOT Bonds, by modifying 
or abrogating collateral or security arrangements for the Series 2009 PILOT Bonds, by substituting (in 
whole or in part) other securities, and by otherwise compromising, modifying, or terminating and 
discharging the rights and remedies of creditors against ArenaCo and/or New Jersey Basketball, as the 
case may be.  Furthermore, a bankruptcy court has the power to avoid and recover certain payments made 
to creditors prior to filing of the bankruptcy case.   In addition, either ArenaCo or a representative of its 
creditors could seek to recover all or a part of the Additional Rent then on deposit in the Series 2009 
Additional Rent Account.  Should such an effort be successful and the funds returned to ArenaCo prior to 
completion of construction, such moneys may no longer be available to pay costs of the Arena Project.  In 
such an event, completion of the Arena Project might be delayed or not be achieved. 

In addition, New Jersey Basketball, or another affiliate of ArenaCo and/or New Jersey Basketball 
that is in bankruptcy, or any of their creditors or representatives might attempt to reach assets of ArenaCo 
under one or more theories that exist under state or federal law, including but not limited to �alter ego,� 
�piercing the veil,� �substantive consolidation� or a similar equitable concept.  While �separateness 
covenants� have been included in ArenaCo�s organizational documents in part to mitigate the chances of 
one of these legal theories being successfully employed, no assurance can be given that a court, utilizing 
its equity jurisdiction, might not be convinced based upon the facts and circumstances present at the time 
of the request, to grant the requested relief.  If that relief were granted, it could have a detrimental impact 
on ArenaCo and/or New Jersey Basketball and the Bondholders.  Furthermore, notwithstanding 
provisions in the ArenaCo Operating Agreement that are intended to make ArenaCo �bankruptcy 
remote,� no assurance can be given that ArenaCo will not become a debtor in a bankruptcy case or that a 
bankruptcy court will not permit funds of ArenaCo to be used in some fashion by a different but related 
bankruptcy case. 

 Additional PILOT Bonds 

Subject to certain conditions set forth in the PILOT Bonds Indenture and provided that no Event 
of Default exists under the PILOT Documents, the Issuer may issue Additional PILOT Bonds on a parity 
with, or subordinated to, the Series 2009 PILOT Bonds for any one (1) or more of the following purposes: 
(i) to provide for the costs of design, development, acquisition, construction and equipping of the Arena 
Project, (ii) to provide funds necessary to complete the Arena Project, (iii) to provide funds in excess of 
Restoration Funds to repair, relocate, replace, rebuild or restore the Arena in the event of damage, 
destruction or taking by eminent domain, (iv) to provide funds for extensions, additions, improvements or 
facilities to the Arena, the purpose of which must constitute a �project� within the meaning of the UDC 
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Act, or (v) to refund Outstanding PILOT Bonds (or other obligations issued on a parity therewith).  Under 
current Internal Revenue Service rules, interest on any Additional PILOT Bonds which are not Refunding 
PILOT Bonds would likely not be excluded from gross income for federal income tax purposes.  Any 
Additional PILOT Bonds issued after this offering will be secured equally and ratably with the Series 
2009 PILOT Bonds. 

Risks Associated with PILOTs 

Under the PILOT Agreement, ArenaCo agrees to pay, as PILOTs, the amounts set forth on 
Schedule A attached to the PILOT Agreement and as set forth herein under �PLAN OF FINANCE�Debt 
Service Requirements�; provided, however, that in no event will ArenaCo be required to make PILOTs in 
any PILOT Tax Year in an amount greater than Actual Taxes.  It is currently anticipated that Actual 
Taxes will exceed the Scheduled PILOTs and that PILOTs (and, accordingly, PILOT Revenues) will be 
sufficient in each year to provide for the Bond Payment Requirement for the Series 2009 PILOT Bonds.  
However, in the event that Actual Taxes are less than the scheduled PILOTs, ArenaCo will only be 
required to make PILOTs equal to the lesser amount of Actual Taxes.  Such an event could occur, for 
example, if there is substantial, unanticipated delay in the construction of the Arena Project, resulting in a 
delay in the assessment of the Arena Project which reflects its full construction costs, or in its 
reconstruction as part of a Casualty Restoration or Condemnation Restoration.  In any such event, PILOT 
Revenues may not be sufficient to pay Debt Service on the Series 2009 PILOT Bonds. See �SOURCES 
OF PAYMENT AND SECURITY FOR THE SERIES 2009 PILOT BONDS�PILOT Revenues.� 

The amount of Actual Taxes in each year is subject to change.  See �APPENDIX M�
SUMMARY OF THE PILOT AGREEMENT.�  A reduction in the City tax rate, and/or reductions in the 
assessed valuation of the Arena Project or the Arena Premises due to legal proceedings, administrative 
proceedings, changes in assessment methodology or otherwise, may reduce Actual Taxes to an amount 
less than anticipated PILOTs.  No assurance can be given that annual PILOTs will equal the amount set 
forth on Schedule A to the PILOT Agreement for the given year in the event that Actual Taxes are less 
than the amount indicated on Schedule A.  In such event, no assurance can be given that PILOT Revenues 
will be sufficient to pay Debt Service on the Series 2009 PILOT Bonds.  See �SOURCES OF PAYMENT 
AND SECURITY FOR THE SERIES 2009 PILOT BONDS�PILOT Revenues.� 

No Acceleration of PILOTs 

Failure by ArenaCo to make PILOTs or other payments required to be made under the Arena 
Lease Agreement, or failure by ArenaCo to comply with any other terms, covenants or conditions 
contained in the Arena Lease Agreement, constitutes an event of default under the Arena Lease 
Agreement (subject to the notice and cure periods contained therein) which permits the Issuer to pursue 
any and all remedies available under the terms of the Arena Lease Agreement.  Failure in the payment of 
principal of or interest on any Series 2009 PILOT Bonds when due and payable constitutes an Event of 
Default under the PILOT Bonds Indenture which permits the PILOT Bond Trustee to pursue remedies 
under the PILOT Bonds Indenture.  In the event of a default, notwithstanding anything in the Arena Lease 
Agreement or in the PILOT Bonds Indenture to the contrary, THERE SHALL BE NO RIGHT UNDER 
ANY CIRCUMSTANCES TO ACCELERATE THE MAKING OF PILOTS OR THE PAYMENT 
OF DEBT SERVICE ON THE SERIES 2009 PILOT BONDS OR OTHERWISE DECLARE ANY 
PILOTS NOT THEN IN DEFAULT TO BE IMMEDIATELY DUE. 

Risks Associated with Leasehold PILOT Mortgages 

The obligation of ArenaCo under the PILOT Agreement to make PILOTs during each PILOT 
Tax Year will be secured by a Leasehold PILOT Mortgage granted by ArenaCo to ESDC and assigned to 
the PILOT Trustee encumbering ArenaCo�s leasehold interest in and to the Arena Premises and the Arena 
Project under the Arena Lease Agreement.   
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Although the Leasehold PILOT Mortgages will secure the making of PILOTs by ArenaCo 
to the PILOT Trustee under the PILOT Agreement and PILOT Assignment, the Leasehold PILOT 
Mortgages will not be assigned to the PILOT Bond Trustee and will not constitute security for the 
Series 2009 PILOT Bonds.  PILOT Bondholders will have no rights under the Leasehold PILOT 
Mortgages. 

In the event ArenaCo fails to make any PILOTs due during any PILOT Tax Year, the exercise by 
the PILOT Trustee of its rights and remedies under the corresponding Leasehold PILOT Mortgage will be 
expressly subject to the notice and cure periods, stay periods and other procedures described in that 
Leasehold PILOT Mortgage.  Compliance by the PILOT Trustee with such notice and cure periods, stay 
periods and other procedures may significantly delay or otherwise limit the PILOT Trustee�s ability to 
realize upon a foreclosure of that Leasehold PILOT Mortgage.  See �SOURCES OF PAYMENT AND 
SECURITY FOR THE SERIES 2009 PILOT BONDS�Enforcement of PILOT Obligation�Leasehold 
PILOT Mortgages.� 

No assurance can be given with respect to lien priority of the Leasehold PILOT Mortgages.  
Although the Arena Premises and the Arena Project will be owned by ESDC, no assurance is given that 
the Leasehold PILOT Mortgages will constitute a first priority lien against the leasehold interests pledged 
under the Leasehold PILOT Mortgages. Lien priority of the Leasehold PILOT Mortgages could affect the 
PILOT Trustee�s ability to realize upon a foreclosure of the Leasehold PILOT Mortgages.  A mortgagee 
title insurance policy will be purchased with respect to the Leasehold PILOT Mortgage that will secure 
PILOTs payable during the thirty-sixth (36th) PILOT Tax Year.  Neither a leasehold title insurance policy 
nor a mortgagee title insurance policy will be purchased with respect to the Ground Lease, the Arena 
Lease Agreement or the other Leasehold PILOT Mortgages. 

NBA Consent Letter  

The payment of the PILOTs by ArenaCo and the contractual arrangements related thereto require 
the prior consent of the NBA.   Pursuant to the terms of the NBA Consent Letter, the NBA is expected to 
consent to the incurrence of the obligation to make PILOTs and the grant by ArenaCo of the liens granted 
pursuant to the Leasehold PILOT Mortgages.  The NBA Consent Letter provides that the NBA�s consent 
is conditioned on ArenaCo and the other Requesting Parties being and remaining in compliance with all 
of the terms and conditions set forth therein, and on the continuing accuracy of the representations and 
warranties of ArenaCo and such other Requesting Parties.  The exercise of certain rights by the Secured 
Parties in the event of the occurrence of an event of default and certain other events is subject to, and 
limited to the extent set forth in, the NBA Consent Letter.  Under the NBA Consent Letter, the NBA has 
broad discretion in exercising its rights thereunder.  Certain actions taken by the NBA following an event 
of default by ArenaCo and the delivery of a Foreclosure Notice to the NBA under the NBA Consent 
Letter may have materially adverse effects ArenaCo�s ability to generate sufficient Arena Tenant 
Revenue, which in turn would have a materially adverse effect on ArenaCo�s ability to make PILOTs.  
See �SOURCES OF PAYMENT AND SECURITY FOR THE SERIES 2009 PILOT BONDS�NBA 
Consent Letter.� 

Risks Associated with Construction of the Arena Project 

Potential Delays in the Condemnation Process 

Condemnation of property under the EDPL is a judicial process that may be subject to 
considerable delay.  There can be no assurance that the condemnation judge will not delay the granting of 
the order vesting title in the condemnor, such as ESDC, while litigation challenging the use of eminent 
domain is pending in other courts or that those courts will not issue stays preventing an order vesting title 
in such condemnor.  The order that vests title in ESDC can be appealed.  After ESDC obtains title to the 
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property, it must send notices of acquisition to the property owners not more than thirty (30) days after 
the order vesting title.  Thereafter, ESDC may apply to the condemnation court pursuant to EDPL Section 
405 for a writ of assistance for possession.  The application for a writ of assistance is brought by motion 
which, depending on the mode of service, must be served to provide at least twenty (20) days notice to an 
occupant prior to the return date of a motion seeking eviction of such occupant�s premises.  In 
determining the date to require the occupants to vacate, the Court will consider whether ESDC has an 
immediate need for the property, the needs of the occupants and the relocation services offered by ESDC 
to the occupants.  There can be no assurance that because of these or other factors, the condemnation 
court will not delay granting a writ of assistance to vacate the Arena Premises. 

 Litigation 

If any of the proceedings described under the heading �LITIGATION�Litigation Related to the 
Arena Project�Environmental, Condemnation and Related Matters� are decided in favor of the plaintiff-
petitioners there may be delays in the Arena Project and the public parties may have to recommence the 
public approval processes or prepare additional analyses.  There can be no assurance that such approval 
processes will be successful and that the Arena Project may proceed.  In addition, additional actions may 
be brought against the Issuer or ArenaCo or their affiliates, the outcomes of which may not be predicted 
but which if adversely determined, in the aggregate or individually could have a material adverse effect 
on the Issuer or ArenaCo, the issuance of the Series 2009 PILOT Bonds or the development, design, 
construction and operation of the Arena Project. 

Failure to Satisfy Vacant Possession Release Conditions 

Under the PILOT Bonds Indenture, the PILOT Bond Trustee will not be permitted to accept 
requisitions for proceeds of the Series 2009 PILOT Bonds until the Vacant Possession Release Conditions 
have been satisfied, pursuant to the Commencement Agreement, including but not limited to the 
satisfaction of the Vesting Title Release Conditions, the ability of the Document Agent to deliver the 
PILOT Title Policy, evidence of the deposit of sufficient funds in the Infrastructure Fund, the delivery of 
a certification by ArenaCo that either (a) the Sale Transaction has closed or (b) the rating agencies have 
confirmed the ratings of the Series 2009 PILOT Bonds, and the delivery of a certification by ESDC, 
ArenaCo, AYDC and the Arena Developer that (y) either (a) ESDC has delivered vacant possession of all 
EDPL Phase I Properties to the Developer; or (b) such requirements have been (I) waived by the Arena 
Developer and AYDC with respect to the specific parcels of the AY Project Site described in the Arena 
Project Effective Date Certificate (not including any portion of the Arena Premises) and (II) Vacant 
Possession of the Arena Premises has been delivered to the Arena Developer and AYDC and (z) the 
amount of Additional Rent then due has been fully and timely paid as described herein.  No assurance can 
be given that the Vacant Possession Release Conditions will be satisfied at the applicable time and prior 
to the Outside Commencement Date, which is December 17, 2010.  As further described herein, in the 
event that the Vacant Possession Release Conditions have not been satisfied prior to the Outside 
Commencement Date, or an earlier date following delivery of the Vacant Possession Certificate, 
proceeds of the Series 2009 PILOT Bonds will not be applied to the construction of the Arena 
Project, and the Issuer will be required to redeem the Series 2009 PILOT Bonds at a price equal to 
101% of (i) with respect to the Series 2009 Current Interest PILOT Bonds, the Amortized Value 
thereof plus accrued and unpaid interest thereon through the Outside Commencement Date or 
earlier Extraordinary Mandatory Redemption Date, and (ii) with respect to the Series 2009 Capital 
Appreciation PILOT Bonds, the Accreted Value on the Outside Commencement Date or earlier 
Extraordinary Mandatory Redemption Date.  See �INTRODUCTION�Commencement Agreement� 
and �THE SERIES 2009 PILOT BONDS�Redemption�Extraordinary Mandatory Redemption.�  If 
such a mandatory redemption is made, Bondholders will not obtain the expected return on their 
investment in the Series 2009 PILOT Bonds, and Bondholders may not be able to reinvest the proceeds 
from such a redemption in an investment that results in a comparable return. 
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ArenaCo May Not Satisfy Its Obligation to Pay Additional Rent in Respect of the Completion 
Cost 

As one of the Vacant Possession Release Conditions, and as required under the Arena Lease 
Agreement, ArenaCo will be obligated to pay or cause to be paid the Additional Rent Amount (presently 
anticipated to be $324.8 million, which amount may ultimately be reduced to reflect prior expenditures 
made for the Arena Project and included in the budget for the Arena Project on and after November 1, 
2009) to the Issuer (for deposit with the PILOT Bond Trustee).  Such amount has been estimated by the 
Independent Engineer to be sufficient to pay the Completion Cost, but a portion of such amount (not 
needed for construction) will be used for the funding of part of the Series 2009 PILOT Bonds Strike and 
Liquidity Reserve Requirement.  At the time of the issuance of the Series 2009 PILOT Bonds, ArenaCo 
will not have funds sufficient to pay the Additional Rent Amount, but ArenaCo expects to raise sufficient 
funds prior to the Arena Project Effective Date from one or more of the following sources:  (a)  the 
proceeds of the Purchase Price payable by the New Investor (for a description of the Investment 
Agreement and definitions of such terms, see �PROJECT PARTICIPANTS�The Arena Developer, 
ArenaCo and New Jersey Basketball�Anticipated New Investment�), (b) additional financing at one or 
more of the parent companies of ArenaCo, including but not limited to Arena HoldCo, (c) additional 
equity contributions from the Arena Developer, its parent companies, and/or the New Investor, (d) 
additional equity contributions from the third parties or (e) any combination of the foregoing, in each case 
subject to the receipt of any applicable NBA approvals.  Although ArenaCo expects that the necessary 
funds will be timely raised, there can be no assurance that the funds will be raised or that the amount of 
such funds will be sufficient to make the full payment of the Completion Cost.  In the event that the Issuer 
has not received the Additional Rent Amount from ArenaCo for deposit with the PILOT Bond Trustee at 
or prior to the Outside Commencement Date, or if such receipt does not occur within five (5) Business 
Days of Vacant Possession having been achieved, proceeds of the Series 2009 PILOT Bonds will not be 
applied to the construction of the Arena, and the Issuer will be required to redeem the Series 2009 PILOT 
Bonds at 101% of (i) with respect to the Series 2009 Current Interest PILOT Bonds, the Amortized Value 
thereof plus accrued and unpaid interest thereon through the Extraordinary Mandatory Redemption Date, 
and (ii) with respect to the Series 2009 Capital Appreciation PILOT Bonds, the Accreted Value on the 
Extraordinary Mandatory Redemption Date.  See �THE SERIES 2009 PILOT BONDS�Redemption�
Extraordinary Mandatory Redemption.�  If such a mandatory redemption is made, Bondholders will not 
obtain the expected return on their investment in the Series 2009 PILOT Bonds and may not be able to 
reinvest the proceeds from such a redemption in an investment that results in a comparable return. 

 Construction Risks 

General Construction Risks for Arena Project and Related Infrastructure.  Completion of the 
Arena Project and Related Infrastructure involves many risks common to large construction projects such 
as shortages of materials and labor, work stoppages, labor disputes, litigation, environmental law 
compliance, errors and omissions by architects, engineers and contractors, significant increases in 
material costs for steel, lumber and other key commodities, weather interferences, terrorism, construction 
accidents, contractor or subcontractor defaults, defective workmanship, unforeseen engineering, 
geotechnical or environmental problems, land use permitting problems and unanticipated cost increases, 
any of which could give rise to significant delays or cost overruns.  In addition, in recent years, these 
problems have been particularly significant in the construction of large sports stadiums and arenas, many 
of which have encountered significant delays and cost overruns.  No assurance can be given that the 
factors mentioned above will not cause significant delays and cost overruns.  Any such delays and 
overruns may materially and adversely affect the construction budget, possibly requiring the Issuer to 
issue Additional PILOT Bonds or requiring ArenaCo to pay Additional Rent under the Arena Lease 
Agreement in respect of the construction completion shortfall amount or to value-engineer out of the 
Arena otherwise desirable features or amenities, including features or amenities important to the 
generation of Arena Tenant Revenue.  In the event ArenaCo fails to pay Additional Rent in respect of the 
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construction completion shortfall amount as required under the Arena Lease Agreement, the Issuer and 
ESDC may exercise their rights and remedies against FCE under the Arena Completion Guaranty.  See 
�APPENDIX V�SUMMARY OF COMPLETION GUARANTY.�   The PILOT Bond Trustee and 
holders of the Series 2009 PILOT Bonds will not have consent rights over these actions or any rights 
against FCE under the Arena Completion Guaranty or otherwise.  See �SOURCES OF PAYMENT AND 
SECURITY FOR THE SERIES 2009 PILOT BONDS�PILOT Revenues.� 

Any and all aspects of construction, including but not limited to labor and materials, could be 
subject to material price escalation.  Although the Issuer believes that the Arena Developer�s estimates of 
costs of the Arena Project and Related Infrastructure and the adequacy of the contingencies are 
reasonable, it is possible that the Arena Developer�s judgments and assumptions are materially mistaken 
and that the actual costs of the Arena Project and Related Infrastructure will vary materially from the 
estimates thereof, including those set forth in this Official Statement.  It is also possible that the aggregate 
costs of the Arena Project and Related Infrastructure, whether included or excluded from the Arena 
Design/Build Contract and any other contracts applicable to the Arena Project and Related Infrastructure, 
will exceed the sum of the price of the Arena Design/Build Contract (and such other contracts), the 
Issuer�s estimate of the costs of the Arena Project and Related Infrastructure excluded from the Arena 
Design/Build Contract (and such other contracts) and the aggregate contingencies budgeted to pay for 
such excess costs, and that ArenaCo will require significant additional funds in order to complete the 
work. 

Although the PILOT Bonds Indenture permits the issuance of Additional PILOT Bonds for added 
costs incurred in completing the Arena Project, the risk associated with an incomplete arena on the 
scheduled opening day, and the resulting loss or delay in the receipt of Arena Tenant Revenue, remains a 
serious concern for investors.  As more particularly described below, ArenaCo and the Arena Developer 
have taken several steps to mitigate the construction risks with respect to the Arena Project and Related 
Infrastructure; however, these steps may not be successful. 

Under the terms of the Arena Design/Build Contract and any other contracts applicable to the 
Arena Project and to the Related Infrastructure, the Arena Design/Build Contractor or another contractor, 
as applicable, will be responsible for the construction of the Arena Project (including the Arena 
Infrastructure) and the Related Infrastructure and will assume some of the risks of delays and/or 
construction overruns.  There are certain risks which ArenaCo and the Arena Developer expect to retain 
under the Arena Design/Build Contract or other applicable contracts.  For example, ArenaCo and the 
Arena Developer expect to retain the risk of cost overruns caused by change orders precipitated or caused 
by either of them, including changes or acceleration orders initiated by either of them which may be 
deemed necessary by them and change orders required if the underlying assumptions and conditions 
specified in the Arena Design/Build Contract or other applicable contract prove to be incorrect or 
otherwise require adjustment.  In addition, ArenaCo and the Arena Developer are expected to retain the 
risk that change orders affecting the contract price may be required as a result of new legal requirements, 
failure by ArenaCo or the Arena Developer to obtain necessary permits or power supplies, extreme 
weather conditions, terrorism, catastrophic events to the Arena Premises, unavailability of equipment, 
labor and materials and any unforeseeable hazardous or archeological conditions encountered at the 
Arena Premises that are not otherwise insured.  In the event that change orders are required as a result of 
any of these circumstances, construction costs could increase substantially and delays could occur.  See 
�APPENDIX D�SELECTED PROVISIONS OF THE ARENA DESIGN/BUILD CONTRACT.� 

There are some allowances in the guaranteed maximum price under the Design/Build Contract 
(the �GMP�).  Allowances within the GMP are based on review by independent consultants, but the 
actual costs of the work to be performed under the GMP allowance has not been finalized.  The schedule 
is based on certain assumptions regarding achieving vacant possession and demolition of existing 
buildings by specified target dates.  Achievement of these dates may be delayed because, for example, 
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there are delays in the condemnation proceeding due to litigation or other factors, or there are delays in 
achieving vacant possession of the Arena Premises.  To the extent that these dates are delayed beyond the 
target dates included in the schedule, there is a risk of schedule slippage and additional costs in excess of 
available Series 2009 PILOT Bonds proceeds and other moneys earmarked for the Arena Project.  The 
GMP is based on obtaining the Economic Recovery Project Labor Agreement (�ERPLA�) for the Arena 
Project.  All indications are that the project will be accepted into the program, but the contractor cannot 
apply until the Design/Build Contract is signed.  There could be a cost impact on the GMP if the Arena 
Project is not accepted into the ERPLA.  Furniture, fixtures and equipment (�FF&E�) will be purchased 
through a separate vendor.  ArenaCo has prepared a detailed budget for specific items, but there is no 
contract for these items at this time.  The GMP is based upon an assumption that certain design 
parameters in connection with the HVAC system will be approved by the New York City Department of 
Buildings (the �DOB�).  ArenaCo has had preliminary meetings with the DOB, and representatives of the 
DOB have indicated that the DOB will likely approve the proposed HVAC design.  In the event that the 
DOB does not approve the proposed design parameters, there may be significant cost exposure.  The 
complexity of multiple projects being performed at the same time on the Arena Block could result in a 
schedule impact if project coordination issues are encountered. 

If certain construction commencement milestones are not met, the Barclays Center Naming 
Rights Agreement may terminate.  If construction is not completed within six (6) years, ESDC and 
NYCEDC will be entitled to collect liquidated damages from the Arena Developer and FCE (but not from 
ArenaCo). 

Design/Build Contractor, Trade Contractor and Subcontractor Defaults.  Completion of the Arena 
Project and Related Infrastructure depends on the performance by the Arena Design/Build Contractor, 
other trade contractors, their subcontractors and other third parties of their obligations under certain 
construction contracts and subcontracts.  If these parties do not perform their obligations, if construction 
and design are not adequately coordinated, if disputes arise between parties, if parties are excused from 
performing their obligations because of nonperformance by ArenaCo, the Arena Developer or the Arena 
Design/Build Contractor or any trade contractor, as applicable, or due to force majeure events, if the 
Arena Design/Build Contractor, any trade contractor or any subcontractor or material supplier declares 
bankruptcy, or if the Arena Design/Build Contractor or any trade contractor is undercapitalized, the 
construction of the Arena Project and Related Infrastructure may be delayed, ArenaCo and the Arena 
Developer may not be able to acquire substitute services, labor or materials on substantially the same 
terms and conditions as provided in the existing construction contracts (including, but not limited to, the 
Arena Design/Build Contract) or ArenaCo may be required to incur additional construction costs.  
ArenaCo has taken several steps to mitigate such risks as follows: 

Subcontractor Default Insurance/Payment and Performance Bonds.  The Arena 
Design/Build Contract will require the Arena Design/Build Contractor to obtain from all of its 
subcontractors payment and performance bonds securing the subcontractors� performance of the 
construction work and payment to their subcontractors.  However, such bonds will not be required to be 
provided by the design team.  The provisions of the Arena Design/Build Contract will include the cost of 
all payment and performance bonds required of such subcontractors.  See �APPENDIX D�SELECTED 
PROVISIONS OF THE ARENA DESIGN/BUILD CONTRACT.�  With respect to work for the balance 
of the Arena Project and Related Infrastructure, certain trade contractors have been required (and may be 
required) to obtain payment and performance bonds securing such trade contractors� performance of their 
construction work and payment to their subcontractors. 

Liquidated Damages.  The Arena Design/Build Contract will provide for the payment of 
liquidated damages to ArenaCo by the Arena Design/Build Contractor for delays if the Arena 
Design/Build Contractor does not achieve substantial completion of the Arena by the substantial 
completion date set forth in the project schedule (as such date may be extended pursuant to the terms of 
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the Arena Design/Build Contract) due to actions within the control of the Arena Design/Build Contractor.  
The amount of liquidated damages may be significant.  The liquidated damages payable by the Arena 
Design/Build Contractor will be $50,000 per day.  However, liquidated damages payable by the Arena 
Design/Build Contractor will be limited to the amount of fifty percent (50%) of the Arena Design/Build 
Contractor�s fee.  This will be an aggregate cap on the Arena Design/Build Contractor�s liability for 
delays, applying to both liquidated damages and other damages, and will be ArenaCo�s exclusive remedy 
against the Arena Design/Build Contractor in the event of delayed substantial completion of the Arena.  
As security for the Arena Design/Build Contractor�s obligation to pay such liquidated damages, the Arena 
Design/Build Contractor will furnish a standby letter of credit in the amount of $1 million at the start of 
construction, and increase over the term of the construction period to the limit of their maximum 
liquidated damages by March 1, 2012.  Conversely, as an added incentive to the Arena Design/Build 
Contractor, if the Arena Design/Build Contractor achieves substantial completion of the Arena by a 
negotiated early completion date to be established as set forth therein, ArenaCo will pay the Arena 
Design/Build Contractor incentive fees up to a maximum amount of $1 million.  See �APPENDIX D�
SELECTED PROVISIONS OF THE ARENA DESIGN/BUILD CONTRACT.� 

Retainage.  Until construction of the Arena is fifty percent (50%) complete, ArenaCo will 
retain ten percent (10%) of the gross amount of each monthly payment request submitted by the Arena 
Design/Build Contractor or ten percent (10%) of the portion thereof approved by ArenaCo for payment, 
whichever is less.  The gross amount from which retainage is withheld will not include the General 
Conditions Expenses or the Arena Design/Build Contactor�s Fee.  After construction of the Arena is 50% 
complete, no additional retainage will be withheld.  Such sum shall be accumulated and not released to 
Arena Design/Build Contractor until Substantial Completion is obtained and the conditions for Final 
Payment are met.  However, possible savings can be realized by ArenaCo if it permits a portion of the 
retainage associated with certain subcontractors� work to be released to those subcontractors after their 
work has been completed satisfactorily but prior to final payment being due and payable to the Arena 
Design/Build Contractor under the Arena Design/Build Contract.  Further, additional savings may be 
realized if ArenaCo permits the Arena Design/Build Contractor to enter into certain subcontracts wherein 
no retainage will be held back on that portion of the Work.  Accordingly, the Arena Design/Build 
Contractor will identify those Subcontracts which might be appropriate for either no retainage being 
withheld or early release of retainage, and the Arena Design/Build Contractor will provide ArenaCo with 
a written proposal regarding those subcontracts.  In such written proposal, the Arena Design/Build 
Contractor shall state the name of the subcontractor, its scope of work, the special retainage terms to be 
applied and the savings to be realized by ArenaCo, if any.  If ArenaCo concurs with the Arena 
Design/Build Contractor�s written proposal, a Change Order shall be prepared by the Owner�s 
Representative, to be signed by ArenaCo and the Arena Design/Build Contractor, wherein the retainage 
terms for that Subcontract shall be amended and the GMP adjusted.  See �APPENDIX D�SELECTED 
PROVISIONS OF THE ARENA DESIGN/BUILD CONTRACT.�  Similar provisions for retainage are 
used, and are expected to be negotiated, in contracts for the balance of work for the Arena Project as well 
as for the Related Infrastructure, either under existing contracts or in agreements to be entered into. 

Ancillary Documents.  The Arena Design/Build Contract and any other contracts for work 
specific to the Arena Project or the Related Infrastructure will be subject to a number of ancillary 
agreements, including, without limitation, the Project Labor Agreement.  It is anticipated that the trade 
subcontracts will be on terms consistent with industry standards and trade subcontracts for work of 
similar size and scope.  The Project Labor Agreement entered into among the Arena Developer, AYDC 
and the Building and Construction Trades Council of Greater New York and Vicinity (�BCTC�) lessens 
the risk of a labor union strike during the construction of the Arena Project.  This Project Labor 
Agreement may be superseded by the ERPLA recently offered by the BCTC, if the Arena Project is 
accepted into such program.  In such event, the Project Labor Agreement will be between the BCTC and 
Hunt. 



 

- 102 - 

Design/Build Contractor Limited Liability.  Under the Arena Design/Build Contract, the Arena 
Design/Build Contractor�s liability to ArenaCo for delay damages, including liquidated damages, is 
limited to fifty percent (50%) of the Design /Build Contractor�s fee.  In addition, the Arena Design/Build 
Contractor�s liability for design malpractice is limited to the amount of professional liability insurance 
maintained by the applicable design professional to cover errors and omissions by such design 
professional.  ArenaCo has also waived claims for consequential damages against the Arena Design/Build 
Contractor.  The Arena Design/Build Contractor�s indemnity obligations (and liability) for third party 
bodily injury and property damage claims is excluded from the delay damage limitation described herein, 
as are other types of claims and categories of damages not expressly limited by the foregoing. 

 Risks Associated with Specific Components of the Arena Project 

In addition to the general construction risks described above, certain specific risks are attributable 
to certain components of the Arena Project, as follows: 

Transit Improvements. Completion of the Transit Improvements will be subject to the risk that 
the final design and construction requirements imposed on RailCo by the Transit Authority could result in 
increased costs or a delay in completion of the Transit Improvements.  Because Beneficial Use of the 
Subway Entrance is required to be achieved in order to open the Arena to the public (subject to limited 
exceptions), any delay in the completion of such work could result in a delay in the opening of the Arena 
and a resulting loss of Arena Tenant Revenue.  In addition, the Transit Improvements work will require 
the inspection and approval by the Transit Authority of both the design and the construction work, and 
satisfaction of such requirements might not be achieved without increased costs and delays.  The 
structural repair work required to be done under the Transit Improvement Agreement may result in 
increased costs and delays to the extent that the condition of the supporting steel structures is worse than 
RailCo has anticipated it to be and the current contingency included in the budget for the Arena Project is 
insufficient to cover increased costs related thereto.  Performance of the Transit Improvements work will 
also be subject to the MTA and/or the Transit Authority providing track outages, making available 
personnel and equipment, performing inspections and granting approvals in a timely fashion.  In addition, 
a default by RailCo under the Transit Improvement Agreement could result in a termination of the Transit 
Improvement Agreement (and consequently RailCo�s right to perform the Transit Improvements) or in 
the exercise of other remedies thereunder that may result in a delay in achieving Beneficial Use of the 
Subway Entrance.  There can be no assurance that Beneficial Use of the Subway Entrance can be 
completed in time for the scheduled opening of the Arena, even after giving effect to the limited 
exceptions to the requirement contained in the Transit Improvements Agreement.  Although funds for the 
cost of constructing the Transit Improvements are included in the budget for the Arena Project are based 
on bids received on ninety percent (90%) construction documents, there can be no assurance that such 
work can be completed within such budgeted amounts. 

Site Work.  Because site work has not been designed or contracted for, the amount budgeted for 
such work may change.  To the extent the final contract price for such work is more than the budgeted 
amount, ArenaCo may experience cost overruns and difficulty finding sources of funds for such increased 
amounts.  Approvals will be required by various municipal agencies for certain aspects of the work. 

Fourth Avenue Reconfiguration.  Because the work required for the Fourth Avenue 
Reconfiguration has not yet been designed or contracted for, the amount budgeted for such work may 
change.  To the extent the final contract price for such work is more than the budgeted amount, ArenaCo 
may experience cost overruns and difficulty finding sources of funds for such increased amounts.  
Approvals will be required by various municipal agencies for certain aspects of the work. 

Third Party Approvals and Coordination.  Performance of certain components of the Arena 
Project work will require approvals by public parties of the design and completion thereof.  Failure to 
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obtain such approvals in a timely manner, as well as coordination of the work with public parties and the 
continuation of their operations, may cause delays in the completion of, and increase the final cost of, the 
Arena Project work. 

 Risks Associated with Specific Components of the Related Infrastructure 

Costs of the Related Infrastructure work are not part of the Arena Project budget and will not be 
paid for out of the proceeds of the Series 2009 PILOT Bonds.  In addition to the general construction 
risks described above, certain specific risks are attributable to certain components of the Related 
Infrastructure, as follows: 

Demolition.  Because the demolition work has not yet been contracted for, the amount budgeted 
for such work may change.  To the extent the final contract price for such work is more than the budgeted 
amount, ArenaCo may experience significant cost overruns and difficulty finding sources of funds for 
such increased amounts.  Approvals and monitoring will be required by various municipal agencies for 
certain aspects of the work.  If such approvals are not obtained or monitoring hampers the performance of 
the work, the demolition work could be delayed, with a resulting delay in the opening of the Arena. 

Environmental Remediation.  While the Arena Developer has conducted environmental testing of 
the AY Project Site, in the course of doing excavation work, new conditions may be found requiring 
additional testing and remediation which are either not covered by environmental insurance or for which 
the proceeds thereof may not be adequate. Final rates for disposal and availability of disposal sites are still 
to be negotiated.  In addition, such new conditions might cause a delay in the completion of Arena Project 
construction.  

Carlton Avenue Bridge and CAB Yard Work.  Reconstruction of the Carlton Avenue Bridge is a 
condition to opening the Arena and will require the approval of and coordination with the MTA and 
LIRR, whose operations will continue in the rail yard below during construction of the Carlton Avenue 
Bridge, and approval by the DOT.  In addition, reconstruction of the Carlton Avenue Bridge will require 
completion of the CAB Yard Work.  Reconstruction of the Carlton Avenue Bridge will also require that a 
portion of the new rail yard for LIRR be completed pursuant to the Permanent Yard Construction 
Agreement.  Neither ArenaCo nor any of its affiliates has entered into a contract for the performance of 
this work.  Completion of the CAB Yard Work will also be subject to the MTA and/or LIRR providing 
track outages, making available personnel and equipment, performing inspections and granting approvals 
in a timely fashion.  In addition, a default by RailCo under the Permanent Yard Construction Agreement 
could result in the termination of the Permanent Yard Construction Agreement (and consequently 
RailCo�s right to perform such work) or the exercise of other remedies thereunder that may result in a 
delay in completing the CAB Yard Work.  There can be no assurance that the reconstruction of the 
Carlton Avenue Bridge can be completed in time for the scheduled opening of the Arena, or that work 
consistent with the final design of the Carlton Avenue Bridge as approved by the DOT, or the final design 
of the CAB Yard Work as approved by LIRR, will not cost more than currently budgeted. 

Parking.  Parking for Arena patrons will be provided by the ground lessee of Block 1129 (the 
�Subject Parcel Occupant�), located two (2) blocks east of the Arena Project in accordance with an 
easement agreement pursuant to which the Subject Parcel Occupant will be required to construct and 
maintain the required parking facilities.  The risk that such parking facilities will not be constructed or 
maintained is mitigated by ArenaCo�s right to perform such obligations of the Subject Parcel Occupant at 
the Subject Parcel Occupant�s sole cost and expense. 

As discussed above, several aspects of the infrastructure supporting the Arena Project must be 
completed in order to open the Arena to the public.  The inability to open the Arena by the anticipated 
opening date due to delays in completing one or more of these infrastructure elements would have a 
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material adverse effect on ArenaCo�s ability to generate Arena Tenant Revenue to satisfy its obligations 
to make PILOTs and pay Rent and, in turn, the Issuer�s ability to pay the principal of and interest on the 
Series 2009 PILOT Bonds. 

Furthermore, completion of certain portions of the Infrastructure may depend upon the 
performance by third parties outside the control of ArenaCo or with which ArenaCo does not have a 
contractual or similar relationship (other than the parking easement granted to ArenaCo by AYDC 
described in �ARENA MANAGEMENT AND OPERATIONS¾Project Leases and 
Agreements¾Parking Easement�), including the development of certain parking and traffic and access 
improvements.  Certain of these improvements are designed to improve access to the Arena upon 
completion.  If these improvements are not completed in a timely manner or are not completed at all, 
access to the Arena by patrons may be adversely affected. 

AYDC, its Affiliate or Other Sources May Not Satisfy Their Obligations to Partially Fund the 
Related Infrastructure 

AYDC or its affiliates will be required to fund the remaining costs of the Related Infrastructure, 
which is estimated at $100.5 million as of October 31, 2009 (and such amount is to be reduced as 
construction work progresses).  The costs of such Related Infrastructure are not covered by the proceeds 
of the Series 2009 PILOT Bonds.  Such work will be performed by AYDC or its affiliates and will be 
funded from other sources, including amounts received from the State under the State Funding Agreement 
and other sources. There can be no assurance that AYDC, its affiliates or other sources will provide 
sufficient funds to complete such Related Infrastructure or do so in a timely manner.  Failure to complete 
such Related Infrastructure, or to do so in a timely manner, could delay the opening of the Arena. 

 Governmental Permits and Approvals 

The Arena Project and Related Infrastructure require numerous discretionary state and local 
governmental permits or approvals.  See �THE ARENA PROJECT�Governmental Permits and 
Approvals.�  ArenaCo and the Arena Developer are not aware of any engineering or technical 
circumstances which would prevent ArenaCo and the Arena Developer from obtaining in the ordinary 
course the remaining permits and approvals required, prior to the commencement of construction of or 
completion of the Arena Project and Related Infrastructure, in a timely manner.  Those permits and 
approvals that have been obtained contain conditions, and those that have not yet been obtained are 
expected to contain conditions when they are issued.  In addition, the state and local statutory and 
regulatory requirements (including requirements to obtain additional permits or approvals) applicable to 
the Arena Project and Related Infrastructure are subject to change.  No assurance can be given that 
ArenaCo and the Arena Developer will be able to comply with such changes or that such changes will not 
materially increase the cost of the Arena Project and Related Infrastructure or cause delays.  Delays in 
obtaining or any failure to obtain and maintain in full force and effect any such approval or permit, or 
delays in or any failure to satisfy any such conditions or other applicable requirements, could delay or 
prevent completion of the Arena Project or result in additional costs.   

 Environmental Matters 

Environmental matters may arise during the construction of the Arena Project and Related 
Infrastructure and, as a result, ArenaCo, the Arena Developer, or their affiliates may incur significant 
delays related to any such environmental conditions, and significant expenses, if found liable for such 
conditions.  In particular, normal construction activity could trigger the need for additional permits 
dealing with, among other things, such issues as construction noise, accidental spills or discharges, 
equipment malfunctions or removal of contamination disturbed by such construction activity. 



 

- 105 - 

 Third Party Contract Risk 

Completion of the Arena Project, including the Related Infrastructure, depends on the 
performance by third parties (such as the Arena Design/Build Contractor and the Architect) of their 
obligations under certain of the Contract Documents, including obligations with respect to the 
coordination of construction.  If these parties do not perform their obligations, if construction and design 
are not adequately coordinated, if disputes arise between parties, or if third parties are excused from 
performing their obligations because of nonperformance by ArenaCo or the Arena Design/Build 
Contractor or due to force majeure events, ArenaCo may not be able to acquire substitute services on 
substantially the same terms and conditions (if at all) or may be required to incur greater construction 
costs, and ArenaCo�s ability to generate Arena Tenant Revenue, and the Issuer�s ability to pay the 
principal of and interest on the Series 2009 PILOT Bonds, may be adversely affected.  See �APPENDIX 
D�SELECTED PROVISIONS OF THE ARENA DESIGN/BUILD CONTRACT.�   

This Official Statement contains no financial information regarding the parties with which 
ArenaCo and its Affiliates have entered into the Contract Documents.  As a result, in making an 
investment decision with respect to the Series 2009 PILOT Bonds, a purchaser can have no assurance, 
based on the information contained herein, that any third party will have the ability to meet its obligations 
under the agreements to which it is a party. 

 Insurance 

ArenaCo is obligated under the Arena Lease Agreement to obtain and keep in force 
comprehensive insurance with respect to the Arena Project, including property insurance, general liability 
insurance, worker�s compensation and employer�s liability insurance, professional liability insurance and 
builder�s risk insurance.  There is no assurance that the amounts for which the Arena Project is insured 
will cover all losses.  If there is a total or partial loss of the Arena, there can be no assurance that the 
insurance proceeds received by ArenaCo in respect thereof will be received in a timely manner or will be 
sufficient to cover all or a significant portion of losses.  Nonetheless, ArenaCo is required to repair or 
restore the Arena Project even if insurance proceeds do not cover the full costs thereof. 

The PILOT Bonds Indenture and the Arena Lease Agreement also contain provisions regarding 
the application of insurance proceeds, the decision whether to restore and other matters arising in 
connection with damage to or destruction of the Arena.  If such damage or destruction occurs, the amount 
of PILOT Revenues received by the Issuer could be materially and adversely affected. 

The Disbursement of the Remaining City and State Capital Contributions 

The City�s capital contribution for the Arena Project, in the aggregate amount of $131 million, 
will be made available to NYCEDC for transfer to ESDC and disbursement to the Developer upon the 
satisfaction of certain conditions.  The State�s capital contribution for the Arena Project, agreed under the 
State Funding Agreement to be in the aggregate amount of $100 million, has been approved by the State 
Legislature, the Governor of the State, ESDC and the PACB and will be made available to ESDC for 
disbursement to the Developer upon the satisfaction of certain conditions.  As of the date of this Official 
Statement, NYCEDC has funded approximately $85 million of the City Funding Portion, which amount 
has been disbursed to the Developer by ESDC, and the State has disbursed approximately $75 million of 
the State Funding Portion.  The funding and disbursement of the remaining City Funding Portion and the 
State Funding Portion is subject to certain requirements which include, without limitation, satisfying 
eligibility requirements for the types of expenditures requested for reimbursement.  ESDC�s obligation to 
disburse any City Funding Portion is conditioned upon, and subject to, ESDC receiving the amount of 
such City Funding Portion from NYCEDC pursuant to the City Funding Agreement; accordingly, ESDC 
will be under no obligation to disburse any part of the City Funding Portion to the Developer except 
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when, and to the extent that, funds for such disbursement have been released and made available to ESDC 
by NYCEDC.  In addition, the funding and disbursement of a $15 million City Funding Portion is subject 
to the satisfaction of certain requirements set forth in the City Funding Agreement, including, without 
limitation, certification to the effect that at least $100 million of Total Project Costs have been or will be 
incurred on or prior to the Funding Date during the Third Contribution Period.  The funding and 
disbursement of the remaining $31 million of the City Funding Portion is also subject, without limitation, 
the occurrence of the later of the issuance of the Series 2009 PILOT Bonds and the filing of a 
condemnation petition by ESDC.  Neither the State nor the City is or shall become obligated to pay 
the principal of or interest on the Series 2009 PILOT Bonds, and neither the faith and credit nor 
the taxing power of the State or City is pledged to such payment. 

Any termination of the City Funding Agreement or the State Funding Agreement or any delay in 
or reduction or suspension of funding for the Arena Project by NYCEDC or ESDC under the respective 
agreement due to the failure of the Developer to meet the requirements for such funding could have a 
material adverse effect on ArenaCo�s ability to complete the Arena Project or on the scope of the Arena 
Project.  No assurance can be given that alternative funds would otherwise be available for the Arena 
Project or what the terms of such alternative funding, if available, would be. 

Risks Associated with Operations 

 Financial Performance of the Arena 

Uncertainty exists regarding future Arena Tenant Revenue.  Among other things, work stoppages 
or general and local economic conditions may affect ArenaCo�s ability to generate Arena Tenant Revenue 
from Arena audiences, advertisers and sponsors as may competition for such audiences, advertisers and 
sponsors from stadia, arenas, sports facilities, amphitheaters, theaters and other venues within the region.  
The ability of ArenaCo to generate Arena Tenant Revenue may also be affected by future trends in 
cultural, entertainment and sporting activities, changes in government regulation, change in advertisers� 
marketing strategies and budgets, changes in public tastes and attitudes and changes in demographic 
trends, all of which are not possible to predict.  Founding Partner/Sponsorship Agreements that are in 
execution as of the date of this Official Statement, as well as all Suite License Agreements and the 
Barclays Center Naming Rights Agreement, have terms that end prior to the final maturity date of the 
Series 2009 PILOT Bonds.  Except for the CSL Financial Feasibility Study, the projections of Arena 
Tenant Revenue have not been examined by any financial advisor to verify either the reasonableness of 
the assumptions used by ArenaCo or its affiliates, the appropriateness of the preparation and presentation 
of the projections or the conclusions contained in such projections.  Nonetheless, the projections of Arena 
Tenant Revenue have been prepared based on the terms of agreements executed as of the date of this 
Official Statement, management experience with other facilities, results at other comparable new NBA 
arenas, consultation with industry experts including CSL International, and ArenaCo�s judgment and 
assumptions.  There can be no assurance that future events will correspond with past events or that future 
financial results of the Arena will correspond with past financial results of the IZOD Center or other NBA 
arenas.  Furthermore, there can be no assurance that the assumptions and conclusions of ArenaCo or its 
Affiliates with respect to future operations, including performance under executed contracts, will be 
achieved.  If Arena Tenant Revenue is deficient, such deficiency will adversely affect ArenaCo�s ability 
to make PILOTs and, accordingly, the Issuer�s timely and full payment of the principal of and interest on 
the Series 2009 PILOT Bonds. 

Among other factors, Arena Tenant Revenue will likely be affected by the following: 

· the on-court performance and popularity of the Nets, which in turn may be 
dependent in part upon New Jersey Basketball�s ability to attract, draft and retain 
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talented basketball players and its ability and willingness to pay those basketball 
players competitive salaries; 

· the competitiveness of the other NBA teams against which the Nets is scheduled 
to play at the Arena; 

· the ability to enter into Suite License Agreements, Founding Partner/Sponsorship 
Agreements and other advertising agreements on economically attractive terms 
(and to renew those agreements on economically attractive terms); 

· the ability of the other parties to advertising, sponsorship, naming rights, and 
marketing agreements, Suite License Agreements and other Arena Tenant 
Revenue-generating agreements to perform their financial obligations thereunder;  

· general and local economic conditions (see ��National Basketball Association� 
below); 

· admission prices to Home Games and other Arena events; 

· competition for audiences, advertisers, sponsors and other potential revenue 
sources from other stadiums, arenas, sports facilities, amphitheaters, theaters and 
entertainment venues within the New York metropolitan area (see ��National 
Basketball Association�Competition� below); 

· work stoppages or slowdowns by the NBA, NBA players or workers performing 
essential functions at the Arena (see ��National Basketball Association�Player 
Relations/Collective Bargaining Agreement� below);  

· changes in technology, public tastes and demographic trends, including changes 
that may affect the continuing popularity of live sporting events generally and 
basketball in particular in the greater New York area;  

· ArenaCo�s ability to book non-Nets events at the Arena; 

· the condition and location of, and traffic flows to and from, the Arena; and 

· the convenience and availability of parking, subway and pedestrian access to the 
Arena. 

In addition, there can be no assurance that either the twenty- (20-) year term of the TA Naming 
Rights Agreement will be extended or a new agreement will be entered into at such time with the Transit 
Authority.  This may adversely affect the Arena Tenant Revenue that may be generated under future 
naming rights agreements.  Furthermore, a default by a party under the TA Naming Rights Agreement 
could result in a loss of the naming rights thereunder, which may affect the rights and obligations of the 
parties to the Barclays Center Naming Rights Agreement. 

In summary, the estimates used by ArenaCo or its Affiliates with respect to future Arena Tenant 
Revenue are based on management experience, results at other comparable new NBA arenas, executed 
contracts, consultation with industry experts and assumptions of ArenaCo and its Affiliates concerning 
future operations, which they believe are relevant and accurate.  However, it is possible that assumed 
circumstances will not materialize, that anticipated events may not occur or may have unanticipated 
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results, and that unanticipated events may occur to cause future Arena Tenant Revenue to vary materially 
from the projections. 

 Competition 

The Arena and its primary licensee, the Nets, are expected to share the greater New York 
metropolitan area with ten (10) professional sports teams that play in major professional sports leagues 
and an annual international sports event, including the New York Yankees and New York Mets (MLB), 
New York Giants and New York Jets (NFL), New York Islanders, New York Rangers and New Jersey 
Devils (NHL), New York Knicks (NBA), New York Liberty (WNBA) and Red Bull New York (formerly 
the MetroStars) (Major League Soccer), along with the annual staging of the US Open Tennis 
Championships.  The Nets� sharing the New York metropolitan area with other professional teams, 
particularly another NBA team, may from time to time detract from the Nets� popularity and the 
corresponding ability of ArenaCo to generate Arena Tenant Revenue. 

The New York metropolitan area has recently experienced, and may continue to experience, a 
dramatic increase in new, state-of-the-art sports stadiums and arenas over the next five (5) years.  
Specifically, in addition to the Arena, proposals have been made, plans have been announced, agreements 
have been reached or construction is underway or recently completed with respect to each of the 
following: 

· new Yankee Stadium (for the Yankees; completed); 

· new Citi Field (for the Mets; completed); 

· New Meadowlands Stadium (for the Jets and Giants; under construction); 

· planned renovation of Madison Square Garden (for the Knicks, Rangers and 
Liberty); 

· new Prudential Center (for the Devils; completed);  

· planned renovation of Nassau Veterans Memorial Coliseum (for the Islanders); 
and 

· new Red Bull Arena (for Red Bull New York; under construction). 

Furthermore, each of the teams and developers involved in these projects expects to increase 
prices for its inventory of regular and premium seating and luxury suites.  Such a simultaneous 
availability of new, high-priced inventory in a single market would be unprecedented in the United States.  
Some of these venues, such as Madison Square Garden and the Nassau Coliseum, also provide 
competitive locations for the non-sports events and activities that the Arena will depend upon for the 
generation of Arena Tenant Revenue.  Accordingly, notwithstanding the size, wealth and demographics of 
the New York market, it is possible that this level of enhanced competition could result in lower sales and 
pricing, and correspondingly lower Arena Tenant Revenue than projected, which could materially and 
adversely affect ArenaCo�s ability to generate Arena Tenant Revenue and the Issuer�s ability to pay the 
principal of and interest on the Series 2009 PILOT Bonds. 

 Continuing Governmental Requirements 

Following its completion, operation of the Arena by ArenaCo will require certain state and local 
governmental permits or approvals.  No assurances can be given that ArenaCo or its licensees will be able 
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to obtain such permits and licenses in the future.  Failure to obtain any of these permits and licenses could 
limit ArenaCo�s ability to generate Arena Tenant Revenue, which is dependent on ArenaCo�s ability to 
use and license the Arena for sporting, cultural, religious and other entertainment activities. 

 Team Relocation Risk   

Pursuant to the Non-Relocation Agreement, New Jersey Basketball has contracted to cause the 
Nets to play substantially all of its regular season Home Games in the Arena, subject to the conditions 
contained therein (see �ARENA MANAGEMENT AND OPERATIONS�Project Leases and 
Agreements�Non-Relocation Agreement�).  The financial success of ArenaCo and the Arena depend, 
among other things, upon the Nets continuing to play substantially all Home Games in the Arena.  
Notwithstanding the provisions of the Non-Relocation Agreement and the availability of equitable 
remedies and/or substantial monetary damages provided therein for violation thereof by New Jersey 
Basketball, there can be no assurance that New Jersey Basketball will not violate the Non-Relocation 
Agreement prior to the expiration of the Arena Lease Agreement or the Nets License Agreement, or that 
the Arena Lease Agreement, the Nets License Agreement and/or the Non-Relocation Agreement would 
not be rejected in the context of a bankruptcy case, and that New Jersey Basketball will not attempt to 
relocate the Nets to a new stadium and market.  There also can be no assurance that a court will allow the 
City, ESDC or the Issuer to enforce the Non-Relocation Agreement via equitable remedies, including 
specific performance, and thereby prevent relocation of the Nets.  See �RISK FACTORS AND 
INVESTMENT CONSIDERATIONS�Risks Relating to the Series 2009 PILOT Bonds�Enforceability 
of Documents�General� and ��Enforceability of Documents with Respect to the Bankruptcy of 
ArenaCo and/or New Jersey Basketball.�  There also can be no assurance that New Jersey Basketball 
would be able to pay in full the substantial monetary damages called for by the Non-Relocation 
Agreement in the event the equitable remedies therein are not available.  Furthermore, there can be no 
assurance, notwithstanding the express intentions of the parties and the difficulty of calculating damages 
resulting from a Nets relocation, that a court will enforce the provision of the Non-Relocation Agreement 
requiring the payment of liquidated damages in excess of the amounts outstanding under the Series 2009 
PILOT Bonds upon a breach of the non-relocation covenants that is not enjoined, either in whole or in 
part, or that New Jersey Basketball (particularly if it is the subject of bankruptcy proceedings) will be 
required, or will have the financial resources, to satisfy fully any such award (see �RISK FACTORS 
AND INVESTMENT CONSIDERATIONS�Risks Relating to the Series 2009 PILOT Bonds�
Enforceability of Documents�General� and ��Enforceability of Documents with Respect to the 
Bankruptcy of ArenaCo and/or New Jersey Basketball�).  If a court does not award the full amount of 
liquidated damages contemplated by the Non-Relocation Agreement, or awards actual damages less than 
the liquidated damages contemplated by such agreements, or if New Jersey Basketball is unable to pay in 
full any damages that are awarded, there may not be sufficient funds to repay in full the Series 2009 
PILOT Bonds.  Although the relevant parties in interest, including the City, ESDC and the Issuer, would 
have a common interest, following any relocation of the Nets, in attracting another NBA team to play its 
home games in the Arena on terms that would ultimately result in full repayment of the Series 2009 
PILOT Bonds, there can be no assurance that a team can be attracted (either through relocation of an 
existing team or expansion), that the NBA would approve such a relocation (or agree to expand) or that 
any team that was attracted to the Arena would agree to such terms, would begin playing on a timely basis 
or would generate revenues comparable to those projected by ArenaCo.  Such a relocation by New Jersey 
Basketball would have a material adverse effect on ArenaCo�s ability to generate Arena Tenant Revenue 
and the Issuer�s ability to pay the principal of and interest on the Series 2009 PILOT Bonds.  

In addition, the Non-Relocation Agreement contains exceptions permitting the Nets to play in 
other venues due to force majeure, casualty or condemnation and will terminate if the Arena Lease 
Agreement is terminated upon casualty- or condemnation-related reasons, thereby permitting the 
termination of the Nets License Agreement by either party.  The Non-Relocation Agreement also permits 
the Nets to play in other venues during the construction of the Arena until the later of (i) the substantial 
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completion of the Arena Project, as defined in the Non-Relocation Agreement, and (ii) the 
commencement of the 2012-2013 NBA Regular Season.  There can be no assurance that the occurrence 
of the substantial completion of the Arena and the expiration of any interim lease or other arrangements 
made with other venues will be coterminous, and under certain circumstances the Nets may be 
contractually bound to make lease or license payments (or to pay contractual breakage damages) with 
respect to a venue that is not the Arena for period of time following the substantial completion of the 
Arena.  These occurrences would also have a material adverse effect on ArenaCo�s ability to generate 
Arena Tenant Revenue and the Issuer�s ability to pay the principal of and interest on the Series 2009 
PILOT Bonds. 

New Jersey Basketball is also subject to the League Rules.  The effect of the League Rules on the 
ability of New Jersey Basketball to perform its obligations and/or to exercise its rights under various 
agreements to which it is a party, including but not limited to the Nets License Agreement, the Non-
Relocation Agreement, the Barclays Center Naming Rights Agreement and the Naming Rights 
Agreement Assignment, is uncertain.  The League Rules and/or future changes thereto could limit, 
modify or prevent the enforcement of those agreements, modify the benefits afforded thereby and 
ultimately have a material adverse effect on ArenaCo�s ability to generate Arena Tenant Revenue and the 
Issuer�s ability to pay the principal of and interest on the Series 2009 PILOT Bonds.  For other risks 
associated with the League Rules, see �RISK FACTORS AND INVESTMENT CONSIDERATIONS�
Risks Associated with Operations�National Basketball Association�NBA Preemption.�  

National Basketball Association 

New Jersey Basketball is subject to, and its personnel are bound by, the League Rules.  Any 
changes to the League Rules adopted by NBA will generally be binding upon New Jersey Basketball and 
its personnel regardless of whether they agree or disagree with such changes, and such changes could 
adversely affect ArenaCo�s ability to generate Arena Tenant Revenue and the Issuer�s ability to pay the 
principal of and interest on the Series 2009 PILOT Bonds.  New Jersey Basketball has limited influence 
over, and does not control, the decisions of the NBA.  ArenaCo has no rights at all to participate in NBA 
decisions.  

· NBA Preemption:  The NBA Commissioner and the NBA Board of Governors have the 
authority to take actions applicable to New Jersey Basketball that may not be consistent with 
the best interests of the Nets, ArenaCo or New Jersey Basketball.  Certain aspects of the 
Non-Relocation Agreement and certain aspects of the Nets License Agreement and Arena 
Lease Agreement are also subject to the League Rules.  The effect of the League Rules on 
the ability of New Jersey Basketball to perform its obligations and/or to exercise its rights 
under various agreements to which it is a party, including but not limited to the Non-
Relocation Agreement, Nets License Agreement, Barclays Center Naming Rights 
Agreement, and Naming Rights Agreement Assignment, cannot be known at this time.  
Existing or future League Rules could limit, modify or prevent the enforcement of those 
agreements, could modify the benefits afforded thereby, could have a material adverse effect 
on ArenaCo�s ability to generate Arena Tenant Revenue and the Issuer�s ability to pay the 
principal of and interest on the Series 2009 PILOT Bonds, and could affect any aspect of 
New Jersey Basketball�s activities at the Arena, including the ability of the Nets to play 
substantially all of its Home Games at the Arena.  While future changes are impossible to 
predict, the NBA (through collective bargaining when applicable) could change the duration 
of the NBA season, the scheduling of home or other games, the teams against which the 
Nets play basketball games, the conference in which the Nets play, the manner of play, the 
sharing of revenues, the NBA Draft, or any number of other items that could affect the 
enforcement of the Non-Relocation Agreement, Nets License Agreement, Barclays Center 
Naming Rights Agreement and Naming Rights Agreement Assignment.  No assurance can 
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be given as to the effect that future changes in the League Rules may have upon the Arena 
Project or ArenaCo�s ability to generate Arena Tenant Revenue and the Issuer�s ability to 
pay the principal of and interest on the Series 2009 PILOT Bonds. 

· Escrow/Tax System:  The CBA currently in effect imposes an escrow/tax system, which 
causes a portion of player salaries to be withheld and returned to the NBA teams if aggregate 
player costs for any season exceed agreed-upon levels and imposes a dollar-for-dollar �tax� 
payable to the NBA on teams whose payrolls exceed certain designated amounts.  The tax 
and escrow funds are distributed back to NBA teams according to formulas established by 
the NBA.  New Jersey Basketball could be burdened by the current CBA�s �tax� obligations.  
Even though ArenaCo is not currently a beneficiary of the current CBA�s escrow system and 
ArenaCo is not currently subject to any NBA �tax� obligation, any new escrow or �tax� 
system under a CBA, or any extension of the existing �tax� system on terms adverse to New 
Jersey Basketball, could create payment obligations that could adversely affect New Jersey 
Basketball and, in turn, its ability to maintain a highly competitive team.  These 
circumstances could in turn have a material adverse effect on ArenaCo�s ability to generate 
Arena Tenant Revenue and the Issuer�s ability to pay the principal of and interest on the 
Series 2009 PILOT Bonds. 

· Revenue Sharing:  The NBA generates significant league-level revenues that are currently 
shared equally by the thirty (30) NBA member teams after provision for supplemental 
revenue sharing.  Although New Jersey Basketball is not currently a beneficiary of 
supplemental revenue sharing due to the size if its home market, it is possible that the NBA 
could increase the allocation of NBA shared revenues to supplemental revenue sharing or 
otherwise after the allocation of shared league level revenues in a manner that may be 
adverse to New Jersey Basketball.  These circumstances could in turn have a material 
adverse effect on ArenaCo�s ability to generate Arena Tenant Revenue and the Issuer�s 
ability to pay the principal of and interest on the Series 2009 PILOT Bonds. 

· Limitations on Indebtedness:  Currently, the NBA limits the total indebtedness for borrowed 
money and similar obligations that can be incurred at the team and team owner level and by 
any affiliated entity that owns, leases, operates or otherwise has rights with respect to the 
arena in which a team�s home games are played.  If the NBA were to adopt different 
indebtedness rules in the future, such modifications could adversely affect New Jersey 
Basketball�s ability to maintain a highly competitive team.  These circumstances could in 
turn have a material adverse effect on ArenaCo�s ability to generate Arena Tenant Revenue 
and the Issuer�s ability to pay the principal of and interest on the Series 2009 PILOT Bonds.  
In addition, the undertaking by ArenaCo to make PILOTs and the execution and delivery of 
the contractual arrangements related thereto require the consent of the NBA.  See �RISK 
FACTORS AND INVESTMENT CONSIDERATIONS�Risks Relating to the Series 2009 
PILOT Bonds �NBA Consent Letter�. 

· Liability for Debts and Obligations of NBA:  New Jersey Basketball is subject to liabilities 
and rules and restrictions due to its membership in the NBA.  Because the NBA is a joint 
venture, the members of the NBA are generally liable for the debts and obligations of the 
NBA.  If New Jersey Basketball were to incur a material liability by virtue of its 
membership in the NBA, its financial condition and the Nets� competitiveness could be 
materially adversely affected.  These circumstances could in turn have a material adverse 
effect on ArenaCo�s ability to generate Arena Tenant Revenue and the Issuer�s ability to pay 
the principal of and interest on the Series 2009 PILOT Bonds. 
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· Dependence on Other Teams and NBA:  The success of the NBA and its member teams and 
attendance at basketball games depends in part on the competitiveness of the other teams in 
the NBA and their ability to maintain fiscally sound teams.  Certain teams have at times 
encountered financial difficulties, and neither New Jersey Basketball nor ArenaCo has any 
capacity to ensure that the NBA and its respective teams will continue to operate on a 
fiscally stable and effective basis. 

· Player Relations/Collective Bargaining Agreements:  While the NBA benefits from one of 
the most stable labor relationships in professional sports, relations between the NBA and the 
NBPA have been contentious at times, including a lock-out by the NBA of the NBPA 
members in 1999 causing the loss of approximately two (2) months of the NBA regular 
season.  The NBA and the NBPA entered into their current CBA in July 2005.  The six-year 
agreement expires following the 2010-2011 NBA season.  There can be no assurance that 
there will not be a work stoppage involving the NBA players upon the expiration of the 
current or any subsequent collective bargaining agreement to which the NBA is a party, and 
any such work stoppage could have a material adverse effect on New Jersey Basketball, 
other NBA teams, and the NBA generally.  These circumstances could in turn have a 
material adverse effect on ArenaCo�s ability to generate Arena Tenant Revenue and the 
Issuer�s ability to pay the principal of and interest on the Series 2009 PILOT Bonds. 

None of the NBA, any of its affiliates or members (other than New Jersey Basketball), and any of 
their respective owners, officers, employees or representatives has passed upon or is responsible for the 
accuracy or completeness of this Official Statement or any statement contained herein. 

Dependence on Key Personnel and Service Providers 

The continued success of the Nets will be highly dependent on the services of members of the 
senior management of New Jersey Basketball.  There can be no assurance that New Jersey Basketball will 
be able to retain these employees or replace them with equally competent employees.  The failure to 
obtain necessary services from skilled individuals on favorable terms, the loss of the services of any of 
these individuals, or the failure of such individuals to perform satisfactorily or to work together 
successfully, may adversely affect ArenaCo�s ability to generate Arena Tenant Revenue and the Issuer�s 
ability to pay the principal of and interest on the Series 2009 PILOT Bonds.   

Anticipated Change in Majority Ownership of New Jersey Basketball and Anticipated Significant 
New Outside Investment in the Arena Developer 

Although it is anticipated that there will occur a change in majority ownership of New Jersey 
Basketball and a significant new outside investment made in the Arena Developer, the consummation of 
these transactions is subject to a number of conditions, including NBA approval, and there can be no 
assurance that these conditions will be satisfied and that such proposed change in ownership and such 
proposed investment will ultimately occur.  Were these transactions not to occur, an expected source of 
moneys for ArenaCo to pay Additional Rent would not be available, and the confirmation of the ratings of 
the Series 2009 PILOT Bonds by the rating agencies would be an additional Vacant Possession Release 
Condition. 

NBA Approval of the Sale Transaction 

 The obligation of the parties to complete the Sale Transaction will be subject to the satisfaction of 
certain conditions including, without limitation, the consent of the NBA. The failure of the NBA to give 
its consent to the Sale Transaction would have a materially adverse effect on ArenaCo�s ability to pay the 
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Additional Rent Amount, and the confirmation of the ratings of the Series 2009 PILOT Bonds by the 
rating agencies would be an additional Vacant Possession Release Condition. 

Maintenance, Repair and Risk of Loss 

ArenaCo will be responsible for all maintenance, repairs, capital repairs, capital improvements 
and risk of loss associated with the ownership and operation of the Arena Project.  These responsibilities 
can require substantial expenditures.  Although the Arena Lease Agreement will require ArenaCo to 
purchase and maintain customary insurance coverage, including property insurance at full replacement 
cost, there can be no assurance that the deductibles and exclusions from such policies will not increase 
over time, that such insurance will be sufficient or will cover each potential loss (either in whole or in 
part), or that the applicable insurers will have the financial ability to pay covered losses or will pay such 
losses without the necessity of litigation.  ArenaCo has not established a reserve for uninsured losses or 
for future capital repairs and improvements.  If ArenaCo fails to comply with its obligations to make 
necessary capital repairs, or fails to make discretionary capital improvements necessary to maintain the 
competitiveness of the Arena, ArenaCo�s ability to generate Arena Tenant Revenue and the Issuer�s 
ability to pay the principal of and interest on the Series 2009 PILOT Bonds. 

Damage to or Destruction of the Arena; Condemnation 

In the event of damage to or destruction of the Arena, ArenaCo will be required under the Arena 
Lease Agreement to restore the Arena and the Arena Premises with any net insurance proceeds, subject to 
its right to terminate the Arena Lease Agreement if the casualty damages all or substantially all of the 
Arena and occurs in the final five (5) years of the term of the Arena Lease Agreement, in which event, 
pursuant to the PILOT Bonds Indenture, net insurance proceeds will be applied by the Issuer to the 
redemption of the Series 2009 PILOT Bonds.  There can be no assurance that the net insurance proceeds 
will be sufficient for the required purposes or that the applicable insurers will have the financial ability to 
pay the covered losses or will pay such losses without the necessity of litigation.  While the Arena Lease 
Agreement requires ArenaCo, subject to receipt of an approving opinion of Nationally Recognized Bond 
Counsel, to furnish its own funds to restore the Arena and the Arena Premises in the event that restoration 
is required and net insurance proceeds are insufficient, there can be no assurance that ArenaCo will have 
sufficient funds available for such purpose.  Furthermore, although in the event of a casualty that does not 
result in a termination of the Arena Lease Agreement, ArenaCo�s obligations continue as if the casualty 
had not occurred, it is likely that in such event the Nets would play Home Games at, and other scheduled 
events would be relocated to, alternative locations during reconstruction.  The use of another facility 
during reconstruction could adversely affect ArenaCo�s ability to generate Arena Tenant Revenue and the 
Issuer�s ability to pay the principal of and interest on the Series 2009 PILOT Bonds.  Similarly, if the 
Arena is subject to a Substantial Taking by a governmental authority through the exercise of its eminent 
domain powers, the Arena Lease Agreement would terminate, subject to certain rights of the PILOT Bond 
Trustee to receive a share of the condemnation proceeds.  There can be no assurance that such proceeds 
will be sufficient to pay in full all principal and interest to become due on the Series 2009 PILOT Bonds.  
If the Arena is the subject of a Taking by a governmental authority which is less than a Substantial Taking 
and is restored by ArenaCo pursuant to the Arena Lease Agreement, the collection of Arena Tenant 
Revenue could decline during and following such restoration.  In addition, the Actual Taxes calculated 
under the PILOT Agreement may be reduced as a result of damage to or destruction or condemnation of 
the Arena.  Such a reduction could have a material adverse effect on ArenaCo�s ability to generate Arena 
Tenant Revenue and the Issuer�s ability to pay the principal of and interest on the Series 2009 PILOT 
Bonds. 
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LITIGATION 

Issuer 

There is no litigation, action, suit, proceeding, claim or arbitration pending or, to the knowledge 
of the Issuer, threatened in writing against the Issuer, as to which there is a reasonable likelihood of an 
adverse determination and which, if adversely determined, would have a material adverse effect on the 
issuance of the Series 2009 PILOT Bonds or the design, development, acquisition, construction, 
equipping, leasing or operation of the Arena. 

ArenaCo 

Except as described below under ��Litigation Related to the Arena Project,� there is no 
litigation, action, suit, proceeding, claim, arbitration or investigation pending or, to the knowledge of 
ArenaCo or its affiliates, threatened in writing against ArenaCo or its affiliates, as to which there is a 
reasonable likelihood of an adverse determination and which, if adversely determined, individually or in 
the aggregate, with all such other litigation, actions, suits, proceedings, claims, arbitrations or 
investigations, would have a material adverse effect on ArenaCo, the issuance of the Series 2009 PILOT 
Bonds or the design, development, acquisition, construction, equipping, leasing or operation of the Arena. 

Litigation Related to the Arena Project 

General 

Subject to the discussion below, there is no litigation, action, suit, proceeding, claim, arbitration 
or investigation pending or, to the knowledge of the Issuer or ArenaCo or their respective affiliates, 
threatened in writing against the Issuer or ArenaCo or their respective affiliates, as to which there is a 
reasonable likelihood of an adverse determination and which, if adversely determined, individually or in 
the aggregate with all such other litigation, actions, suits, proceedings, claims, arbitrations or 
investigations, would have a material adverse effect on the Issuer or ArenaCo, the issuance of the Series 
2009 PILOT Bonds or the design, development, acquisition, construction, equipping, leasing or operation 
of the Arena.  Subject to the last item described below, all litigation that challenged the approvals of the 
Atlantic Yards Project issued in 2006 or final determinations relating to the project that were made in 
2006 � specifically, the approvals and final determinations by, respectively, ESDC, the MTA and the 
PACB � has been concluded, and all of the challenged approvals and determinations have been sustained 
by the courts in final judicial determinations that are not subject to further appellate review. 

Environmental, Condemnation and Related Matters 

On October 13, 2009, three (3) New York State legislators, one (1) New York City Council 
Member and two (2) community groups, including Develop Don�t Destroy (Brooklyn), Inc. (�DDDB�), 
one of the petitioners in a prior litigation challenging the 2006 approvals (collectively, the �Montgomery 
Petitioners�), commenced an Article 78 proceeding against the MTA and FCRC (collectively, the 
�Montgomery Respondents�) in the Supreme Court, New York County, seeking to annul the MTA 
Board�s June 24, 2009 resolution on the ground that such resolution violates the New York Public 
Authorities Law as amended by the Public Authorities Accountability Act of 2005 (the �PAAA�).  The 
Montgomery Petitioners assert that the MTA Board�s resolution, which approved modifications to the 
terms of the transaction, originally approved by the MTA Board in 2005, whereby the MTA will sell its 
property interests and air rights in the Vanderbilt Yard to FCRC in connection with the Atlantic Yards 
Project, violates the PAAA because the MTA should have (i) solicited new bids for the disposition of the 
Vanderbilt Yard property, (ii) obtained a new appraisal for the Vanderbilt Yard, and (iii) considered a bid 
from DDDB.  The briefing of this case has been completed by all parties, and all papers were submitted to 
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the court on November 16, 2009.  On December 15, 2009, the court issued a decision and judgment 
sustaining the MTA Board�s resolution, denying the Article 78 petition, and dismissing the proceeding.  It 
is not yet known whether the Montgomery Petitioners will seek to appeal from decision to the Appellate 
Division, but if there is an appeal and the Supreme Court�s decision is overturned, the MTA may have to 
re-issue its 2005 Request for Proposals for disposition of the Vanderbilt Yard property and development 
rights and obtain a new appraisal.  FCRC believes that the MTA complied with all applicable legal 
requirements and that the Supreme Court�s decision is correct.  Both of the Montgomery Respondents 
have stated in their court filings that the MTA and the MTA Board complied with all applicable legal 
requirements, and both Montgomery Respondents intend to vigorously defend the MTA Board�s June 24, 
2009 determination.  However, there can be no assurance of the outcome of this proceeding. 

On October 16, 2009, several Brooklyn community groups, including DDDB (collectively, the 
�DDDB II Petitioners�), commenced an Article 78 proceeding against ESDC and FCRC (collectively, the 
�DDDB II Respondents�) in the Supreme Court, New York County alleging violations of SEQRA and the 
UDC Act.  The DDDB II Petitioners seek to annul ESDC�s September 17, 2009 affirmation of the MGPP 
for the Atlantic Yards Project, on the grounds that: (i) ESDC violated the UDC Act because the MGPP 
does not present a �plan� to alleviate blight; (ii) the determination, which authorizes ESDC staff to enter 
into a development agreement with FCRC, is illegal and arbitrary and capricious because it is inconsistent 
with the MGPP, which does not provide for conditions precedent to the requirement that the Atlantic 
Yards Project include affordable housing; and (iii) ESDC violated SEQRA by failing to prepare a 
supplemental EIS before approving the MGPP.  The briefing of this case has been completed by all 
parties, all papers were submitted to the court on November 25, 2009, and the matter is pending before 
the court for decision.  If the DDDB II Petitioners� challenge is successful, ESDC may have to 
recommence the public approval process under the UDC Act and/or prepare a supplemental EIS, and 
there can be no assurance that such approval process would be successful and would allow the Arena 
Project to move forward.  The DDDB II Respondents believe that ESDC complied with all applicable 
legal requirements, and they intend to vigorously defend ESDC�s September 17, 2009 determination.  The 
DDDB II Respondents expect to prevail in this litigation, but there can be no assurance of the outcome. 

On November 19, 2009, several Brooklyn community groups, including Prospect Heights 
Neighborhood Development Council, Inc., together with the three elected officials who are among the 
Montgomery Petitioners and nine individuals who claim to live in the vicinity of the Atlantic Yards 
Project site (collectively, the �Prospect Heights Petitioners�), commenced an Article 78 proceeding 
against the DDDB II Respondents in the Supreme Court, New York County, alleging violations of 
SEQRA and the UDC Act.  The Prospect Heights Petitioners seek to annul ESDC�s September 17, 2009 
affirmation of the MGPP on the grounds that: (i) ESDC violated SEQRA by failing to prepare a 
supplemental EIS; and (ii) ESDC violated the UDC Act by impermissibly delegating its power to FCRC 
to determine the content and timing of the Atlantic Yards Project.  The briefing of this case has been 
completed by all parties, and all papers were submitted to the court on December 17, 2009 to the same 
Justice who will decide the case brought by the DDDB II Petitioners.  The matter is now pending before 
the court for decision.  If the challenge by the Prospect Heights Petitioners is successful, ESDC may have 
to recommence the public approval process under the UDC Act and/or prepare a supplemental EIS and/or 
a revised General Project Plan, and there can be no assurance that such approval process would be 
successful and would allow the Arena Project to proceed.  The DDDB II Respondents believe that ESDC 
complied with all applicable legal requirements, intend to vigorously defend ESDC�s September 17, 2009 
determination and expect to prevail in this litigation, but there can be no assurance of the outcome of this 
proceeding. 

On November 24, 2009, the New York State Court of Appeals issued a decision in an appeal 
entitled Goldstein, et al. v. New York State Urban Development Corporation (No. 178) (�Goldstein�), in 
which the Court held that ESDC�s exercise of eminent domain to acquire properties for the Atlantic Yards 
Project and its financial contribution to the costs of the Atlantic Yards Project were in conformity with the 
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New York State Constitution. On December 10, 2009, the petitioners in that case made a motion to the 
Court of Appeals for re-argument of their appeal and/or to hold the Court�s decision in abeyance pending 
the Court�s determination of another case involving an entirely different project.  While there can be no 
assurance of the outcome of the motion, statistics that are available on the website of the Court of Appeals 
indicate that in the fourteen- (14-) year period from 1995 through 2008 (the only years for which such 
statistics are available on the website), the Court received a total of 247 motions for re-argument of 
appeals, granted three (3) of them and denied the others.  ESDC believes that the Goldstein case was 
correctly decided and will oppose the motion.  The decision by the Court of Appeals on the Goldstein 
appeal is not subject to review by the United States Supreme Court, because the case does not raise any 
issues of federal law.  The project opponents� objections to the Atlantic Yards Project under federal law 
previously were litigated in the federal courts and resolved in favor of ESDC and the Atlantic Yards 
Project.  See Goldstein v. Pataki, 516 F.3d 50 (2d Cir.), cert. denied, 128 S.Ct. 2964 (2008). 

See �RISK FACTORS AND INVESTMENT CONSIDERATIONS�Risks Associated with 
Construction of the Arena�Litigation.�   

LEGAL MATTERS 

Certain legal matters relating to the authorization and validity of the Series 2009 PILOT Bonds 
and the exclusion of the interest on the Series 2009 PILOT Bonds from gross income for Federal income 
tax purposes will be subject to the approving opinion of Mintz, Levin, Cohn, Ferris, Glovsky and Popeo 
P.C., Bond Counsel.  See �APPENDIX P-1�FORM OF BOND COUNSEL OPINION� and 
�APPENDIX P-2�FORM OF BOND COUNSEL OPINION WITH RESPECT TO ISSUER 
DOCUMENTS.�  Certain legal matters will be passed upon for ArenaCo, the Arena Developer and New 
Jersey Basketball by Fried, Frank, Harris, Shriver & Jacobson LLP, Edwards Angell Palmer & Dodge 
LLP, Richards, Layton & Finger, P.A., and by Kelley Drye & Warren LLP.  Certain legal matters will be 
passed upon for ESDC and the Issuer by ESDC�s General Counsel. Certain of the opinions covering legal 
matters to be passed upon for ArenaCo, the Arena Developer, New Jersey Basketball, the Issuer and 
ESDC, including the opinion attached hereto as Appendix P-2, will be delivered upon, and as a condition 
of, the satisfaction of the Vacant Possession Release Conditions and the release of the Vacant Possession 
Documents from escrow.  See �INTRODUCTION�Commencement Agreement� and �THE SERIES 
2009 PILOT BONDS�Commencement Agreement� and ��Redemption�; see also �APPENDIX K�
SUMMARY OF THE COMMENCEMENT AGREEMENT.�  Certain legal matters will be passed upon 
for the Underwriters by Nixon Peabody LLP. 

TAX MATTERS 

Mintz, Levin, Cohn, Ferris, Glovsky and Popeo P.C., Bond Counsel, is of the opinion that under 
existing law interest on the Series 2009 PILOT Bonds will not be included in the gross income of the 
holders of the Series 2009 PILOT Bonds for federal income tax purposes under the Internal Revenue 
Code of 1986, as amended (the �Code�).  This opinion is expressly conditioned upon compliance with 
certain requirements of the Code, which requirements must be satisfied subsequent to the date of issuance 
of the Series 2009 PILOT Bonds in order to ensure that interest on the Series 2009 PILOT Bonds is and 
continues to be excludable from the gross income of the holders of the Series 2009 PILOT Bonds.  
Failure so to comply could cause interest on the Series 2009 PILOT Bonds to be included in the gross 
income of the holders thereof, retroactive to the date of issuance of the Series 2009 PILOT Bonds.  In 
particular, and without limitation, those requirements include restrictions on the use, expenditure and 
investment of proceeds and payment of rebate, or penalties in lieu of rebate to the United States, subject 
to certain exceptions. 

In the opinion of Bond Counsel, under existing law, interest on the Series 2009 PILOT Bonds 
will not constitute a preference item under Section 57(a)(5) of the Code for purposes of the computation 



 

- 117 - 

of the alternative minimum tax imposed on certain individuals and corporations under Section 55 of the 
Code and will not be included in adjusted current earnings when calculating corporate alternative 
minimum taxable income under Section 56(g) of the Code.  The foregoing opinions reflect the enactment 
of the American Recovery and Reinvestment Act of 2009 (the �Recovery Act�), which includes 
provisions that modify the treatment under the alternative minimum tax of interest on certain bonds, such 
as the Series 2009 PILOT Bonds, issued in 2009 and 2010. 

Bond counsel has not opined as to other federal tax consequences of holding the Series 2009 
PILOT Bonds.  However, prospective purchasers should be aware that (i) Section 265 of the Code 
generally denies a deduction for interest on indebtedness incurred or continued to purchase or carry the 
Series 2009 PILOT Bonds or, in the case of a financial institution, that portion of a holder�s interest 
expense allocated to interest on the Series 2009 PILOT Bonds, provided, however, that under the 
Recovery Act, Series 2009 PILOT Bonds and certain other similar bonds issued in 2009 and 2010 and 
held by such financial institution may not be required to be taken into account in such allocation to the 
extent that they do not in the aggregate exceed two percent (2%) of the average adjusted basis of the 
assets of the holder, subject to the requirement that interest on indebtedness otherwise allocable to bonds 
which are for that reason excluded from such allocation, be treated as a financial institution preference 
item as to which deductibility is reduced by twenty percent (20%), (ii) with respect to insurance 
companies subject to the tax imposed by Section 831 of the Code, Section 832(b)(5)(B) reduces the 
deduction for losses incurred by fifteen percent (15%) of the sum of certain items including interest on the 
Series 2009 PILOT Bonds, (iii) interest on the Series 2009 PILOT Bonds earned by certain foreign 
corporations doing business in the United States could be subject to a branch profits tax imposed by 
Section 884 of the Code, (iv) passive investment income, including interest on the Series 2009 PILOT 
Bonds, may be subject to federal income taxation under Section 1375 of the Code for an S corporation 
that has Subchapter C earnings and profits at the close of the taxable year if greater than twenty-five 
percent (25%) of the gross receipts of such S corporation is passive investment income, (v) Section 86 of 
the Code requires recipients of certain Social Security and Railroad Retirement benefits to take into 
account, in determining gross income, receipts or accruals of interest on the Series 2009 PILOT Bonds, 
and (vi) receipt of investment income, including interest on the Series 2009 PILOT Bonds, may disqualify 
the recipient from obtaining the earned income credit under Section 32(i) of the Code.  Bond Counsel has 
not undertaken to advise in the future whether any events after the date of issuance of the Series 2009 
PILOT Bonds may affect the tax exempt status of interest on the Series 2009 PILOT Bonds or the tax 
consequences of ownership of the Series 2009 PILOT Bonds.  No assurance can be given that future 
legislation, or amendments to the Code, if enacted into law, will not contain provisions which could 
directly or indirectly reduce the benefit of the exclusion of the interest on the Series 2009 PILOT Bonds 
from gross income for federal income tax purposes.  Holders should consult their own tax advisors with 
respect to any of the foregoing tax consequences. 

In the opinion of Bond Counsel, under existing statutes, interest on the Series 2009 PILOT Bonds 
is exempt from personal income taxes imposed by the State of New York or any of its political 
subdivisions, including The City of New York, to the extent that such interest in excluded from gross 
income for federal income tax purposes. 

For federal and New York tax purposes, interest includes original issue discount.  Original issue 
discount with respect to a Series 2009 PILOT Bond is equal to the excess, if any, of the stated redemption 
price at maturity of such Series 2009 PILOT Bond over the initial offering price thereof to the public, 
excluding underwriters and other intermediaries, at which price a substantial amount of all Series 2009 
PILOT Bonds with the same maturity were sold.  Original issue discount accrues actuarially over the term 
of a Series 2009 PILOT Bond.  Holders should consult their own tax advisers with respect to the 
computation of such accruals during the period in which any such Series 2009 PILOT Bond is held. 
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An amount equal to the excess, if any, of the purchase price of a Series 2009 PILOT Bond over 
the principal amount payable at maturity constitutes amortizable bond premium for federal and New York 
tax purposes.  The required amortization of such premium during the term of a Series 2009 PILOT Bond 
will result in reduction of the holder�s tax basis in such Series 2009 PILOT Bond.  Such amortization also 
will result in reduction of the amount of the stated interest on the Series 2009 PILOT Bond taken into 
account as interest for tax purposes.  Holders of Series 2009 PILOT Bonds purchased at a premium 
should consult their own tax advisers with respect to the determination and treatment of such premium for 
U.S. federal income tax purposes and with respect to state or local tax consequences of owning such 
Series 2009 PILOT Bonds. 

Interest paid on tax-exempt obligations such as the Series 2009 PILOT Bonds is now generally 
required to be reported by payors to the Internal Revenue Service (the �IRS�) and to recipients in the same 
manner as interest on taxable obligations.  In addition, such interest may be subject to �backup 
withholding� if the Series 2009 PILOT Bond owner fails to provide the information required on IRS 
Form W-9, Request for Taxpayer Identification Number and Certification, as ordinarily would be 
provided in connection with the establishment of a brokerage account, or the IRS has specifically 
identified the Series 2009 PILOT Bond owner as being subject to backup withholding because of prior 
underreporting.  Neither the information reporting requirement nor the backup withholding requirement 
affects the excludability of interest on the Series 2009 PILOT Bonds from gross income for federal tax 
purposes. 

In rendering its opinion, Mintz, Levin, Cohn, Ferris, Glovsky and Popeo P.C. will rely upon the 
Tax Certificate with respect to certain facts and expectations of the Issuer, ESDC, ArenaCo and New 
Jersey Basketball.  In addition, pursuant to the Master PILOT Indenture and the Tax Certificate, the Issuer 
and ESDC have covenanted to comply with the applicable requirements of the Code in order to maintain 
the exclusion of interest on the Series 2009 PILOT Bonds from gross income for federal income tax 
purposes pursuant to Section 103 of the Code. 

On the date of delivery of the Series 2009 PILOT Bonds, the original purchasers will be furnished 
with an opinion of bond counsel substantially in the form attached hereto as �APPENDIX P-1�FORM 
OF OPINION OF BOND COUNSEL.� 

RATINGS 

Prior to the delivery of the Series 2009 PILOT Bonds, it is anticipated that Moody�s Investors 
Service Inc. (�Moody�s�) will give the Series 2009 PILOT Bonds a rating of �Baa3� and that Standard & 
Poor�s Ratings Services, a division of The McGraw-Hill Companies, Inc. (�S&P�), will give the Series 
2009 PILOT Bonds a rating of �BBB-.�   Such ratings will reflect only the views of such organizations, 
and an explanation of the significance of such ratings may be obtained only from the rating agencies 
furnishing the ratings.  Explanations of the ratings may be obtained from Moody�s at 7 World Trade 
Center, 250 Greenwich Street, New York, New York 10007, and from S&P at 55 Water Street, New 
York, New York 10041.  There can be no assurance that such ratings will be continued for any given 
period of time or that they will not be revised downward or withdrawn entirely by such rating agencies if, 
in the judgment of such rating agencies, circumstances so warrant.  Any such downward revision or 
withdrawal may have an adverse effect on the market price of the Series 2009 PILOT Bonds.  The Issuer 
has undertaken no responsibility either to bring to the attention of the owners of the Series 2009 PILOT 
Bonds any proposed change in or withdrawal of such ratings or to oppose any such revision or 
withdrawal. 
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CONTINUING DISCLOSURE 

ArenaCo will enter into an agreement (the �Continuing Disclosure Agreement�) to provide certain 
information for the benefit of the holders of the Series 2009 PILOT Bonds to the Municipal Securities 
Rulemaking Board (�MSRB�), as the sole nationally recognized municipal securities repository through 
the MSRB�s Electronic Municipal Market Access (�EMMA�) system, in accordance with the 
requirements of Section (b)(5)(i) of the Securities and Exchange Commission Rule 15c2-12 (17 C.F.R. 
Part 240 Section 15c2-12) and the terms of such Continuing Disclosure Agreement.  Following the 
delivery of the Series 2009 PILOT Bonds and while the Arena Project is being constructed (inclusive of 
the substantial completion of the Arena Project) and so long as the Series 2009 PILOT Bonds are 
Outstanding, ArenaCo will provide to EMMA the monthly reports that it is to receive from the 
Independent Engineer, quarterly financial information and unaudited annual financial statements, the 
amount of the Actual Taxes calculated with respect to the Arena Premises and the Arena Project and 
notice of certain material events.  Following the substantial completion of the Arena Project and so long 
as the Series 2009 PILOT Bonds are Outstanding, ArenaCo will provide to EMMA quarterly financial 
information and audited annual financial information, the amount of the Actual Taxes with respect to the 
Arena Premises and the Arena Project and notice of certain material events.  See 
�APPENDIX Q¾FORM OF CONTINUING DISCLOSURE AGREEMENT.� 

 

CAUTIONARY NOTICE REGARDING FORWARD-LOOKING STATEMENTS 

The statements contained in this Official Statement, including in the Appendices hereto and in 
any other information provided by ArenaCo, that are not purely historical are forward-looking statements.  
Such forward-looking statements can be identified, in some cases, by terminology such as �may,� �will,� 
�should,� �expects,� �project,� �intends,� �plans,� �anticipates,� �believes,� �estimates,� �predicts,� 
�potential,� �illustrate,� �example� and �continue,� or the singular, plural, negative or other derivations of 
these or other comparable terms.  Readers should not place undue reliance on forward-looking statements.  
All forward-looking statements included in this Official Statement are based on information available to 
such parties on the date hereof, and the Issuer and ArenaCo assume no obligation to update any such 
forward-looking statements.  ArenaCo�s actual results could differ materially from those discussed in 
such forward-looking statements. 

The forward-looking statements included herein are necessarily based on various assumptions 
and estimates and are inherently subject to various risks and uncertainties, including, but not limited to, 
risks and uncertainties relating to the possible invalidity of the underlying assumptions and estimates and 
possible changes or developments in economic, industry, market, legal and regulatory circumstances, and 
conditions and actions taken or omitted to be taken by third parties, including customers, fans, NBA, 
suppliers, business partners, competitors, and legislative, judicial and other governmental authorities and 
officials.  Accordingly, actual results may vary from the projections, forecasts and estimates contained in 
this Official Statement and such variations may be material, which could affect ArenaCo�s ability to 
generate Arena Tenant Revenue and to fulfill some or all of its obligations under the PILOT Agreement 
and the Arena Lease Agreement.  For a description of certain risks and uncertainties to which the 
forward-looking statements are subject, see �RISK FACTORS AND INVESTMENT 
CONSIDERATIONS.� 

Some important factors that could cause actual results to differ materially from those in any 
projections, forecasts and estimates contained herein include market conditions and changes in general 
economic conditions (whether local, national, international or otherwise).  Consequently, the inclusion of 
projections, forecasts and estimates herein should not be regarded as a representation by any party of the 
results that will actually be achieved by ArenaCo. 
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Neither ArenaCo nor the Issuer assumes any obligation to update or otherwise revise any 
projections, forecasts and estimates, including any revisions to reflect changes in conditions or 
circumstances arising after the date of this Official Statement, or to reflect the occurrence of unanticipated 
events.  Assumptions related to the foregoing involve judgments with respect to, among other things, 
future economic, competitive and market conditions and future business decisions, all of which are 
difficult or impossible to predict accurately and many of which are beyond the control of ArenaCo.  Any 
of such assumptions could be inaccurate and, therefore, there can be no assurance that the forward-
looking statements included in this Official Statement will prove to be accurate.  New factors emerge 
from time to time and it is not possible for ArenaCo to predict all of such factors.  Further, ArenaCo 
cannot assess the impact of each such factor on its business or the extent to which any factor, or 
combination of factors, may cause actual results to differ materially from those contained in any forward-
looking statements. 

UNDERWRITING 

Goldman, Sachs & Co., Barclays Capital Inc. and Citigroup Global Markets Inc., as underwriters 
(collectively, the �Underwriters�) have agreed, subject to certain conditions, to purchase all of the Series 
2009 PILOT Bonds from the Issuer at an aggregate purchase price of $502,458,688.33, reflecting the net 
original issue discount of $3,926,244.20 and the Underwriters� discount of $4,615,063.97.  The 
Underwriters are obligated to purchase all of the Series 2009 PILOT Bonds, if any are purchased, such 
obligation being subject to certain terms and conditions set forth in a separate bond purchase agreement 
among the Underwriters, the Issuer and ArenaCo, the approval of certain legal matters by counsel and 
certain other conditions.  ArenaCo has agreed to indemnify the Underwriters and the Issuer against certain 
liabilities, and to contribute to any payments required to be made by the Underwriters and the Issuer 
relating to such liabilities, including, to the extent permitted under applicable law, liabilities under the 
federal securities laws.  The initial offering prices may be changed from time to time by the Underwriters. 

The Underwriters intend to offer the Series 2009 PILOT Bonds to the public initially at the 
offering prices set forth in the inside cover page of this Official Statement, which may subsequently 
change without any requirement of prior notice.  The Underwriters reserve the right to join the dealers and 
other underwriters in offering the Series 2009 PILOT Bonds to the public.  The Underwriters may offer 
and sell the Series 2009 PILOT Bonds to certain dealers at prices lower than the public offering price.  In 
connection with this offering, the Underwriters may over-allot or effect transactions that stabilize or 
maintain the market price of the Series 2009 PILOT Bonds at a level above that which might otherwise 
prevail in the open market.  Such stabilizing, if commenced, may be discontinued at any time. 

Goldman, Sachs & Co. is advising the NSE Parties on the sale of a majority interest in New 
Jersey Basketball to the New Investor.  Goldman, Sachs & Co.�s fee in connection with such advisory 
services is contingent on the closing of the sale to the New Investor, and the closing of the sale to the New 
Investor is contingent on the issuance of the Series 2009 PILOT Bonds. 

Citigroup Inc., parent company of Citigroup Global Markets Inc., an underwriter of the Series 
2009 PILOT Bonds, has entered into a retail brokerage joint venture with Morgan Stanley.  As part of the 
joint venture, Citigroup Global Markets Inc. will distribute municipal securities to retail investors through 
the financial advisor network of a new broker-dealer, Morgan Stanley Smith Barney LLC.  This 
distribution arrangement became effective on June 1, 2009.  As part of this arrangement, Citigroup Global 
Markets Inc. will compensate Morgan Stanley Smith Barney LLC for its selling efforts with respect to the 
Series 2009 PILOT Bonds. 



 

- 121 - 

MISCELLANEOUS 

All summaries herein of documents and agreements are qualified in their entirety by reference to 
the original documents and agreements, and all summaries herein of the Series 2009 PILOT Bonds are 
qualified in their entirety by reference to the form thereof included in the PILOT Bonds Indenture, and the 
provisions with respect thereto included in the aforementioned documents and agreements.  Copies of the 
documents referred to herein may be obtained upon request from The Bank of New York Mellon, 101 
Barclay Street, Floor 7W, New York, New York  10286. 

Any statements in this Official Statement involving matters of opinion, whether or not expressly 
so stated, are intended as such and not as representations of fact.  This Official Statement is not to be 
construed as a contract or agreement between the Issuer, ArenaCo or the Underwriters and the registered 
owners or beneficial owners of the Series 2009 PILOT Bonds. 

 
BROOKLYN ARENA LOCAL DEVELOPMENT 
CORPORATION 
 
 
 
By:        /s/   Frances Walton              
         Name:  Frances Walton 
         Title:  Vice President
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APPENDIX A  

 BOOK-ENTRY ONLY SYSTEM 

The description which follows of the procedures and record keeping with respect to beneficial 
ownership interests in the Series 2009 PILOT Bonds, payment of principal of and interest on the Series 
2009 PILOT Bonds to DTC, its nominees, Participants or Beneficial Owners, confirmation and transfer 
of beneficial ownership interests in the Series 2009 PILOT Bonds and other bond-related transactions by 
and between DTC, Participants and Beneficial Owners is based solely on information furnished by DTC.  
None of the Issuer, ArenaCo and the Underwriters assumes any responsibility for the accuracy or 
completeness of such information. 

The Depository Trust Company (�DTC�), New York, New York, will act as securities depository 
for the Series 2009 PILOT Bonds.  The Series 2009 PILOT Bonds are to be issued as fully registered 
bonds registered in the name of Cede & Co. (DTC�s partnership nominee) or such other name as may be 
requested by an authorized representative of DTC.  One fully registered Series 2009 Current Interest 
PILOT Bond certificate will be issued for each maturity of the Series 2009 Current Interest PILOT Bonds 
in the aggregate principal amount of the Series 2009 Current Interest PILOT Bonds, and will be deposited 
with DTC.  One fully-registered Series 2009 Capital Appreciation PILOT Bond certificate will be issued 
for each maturity of the Series 2009 Capital Appreciation PILOT Bonds in the aggregate Principal 
amount of the Series 2009 Capital Appreciation PILOT Bonds, and will be deposited with DTC. 

DTC, the world�s largest securities depository, is a limited purpose trust company organized 
under the New York Banking Law, a �banking organization� within the meaning of the New York 
Banking Law, a member of the Federal Reserve System, a �clearing corporation� within the meaning of 
the New York Uniform Commercial Code, and a �clearing agency� registered pursuant to the provisions 
of Section 17A of the Securities Exchange Act of 1934.  DTC holds and provides asset servicing for over 
3.5 million issues of U.S. and non-U.S. equity issues, corporate and municipal debt issues, and money 
market instruments (from over 100 countries) that DTC�s participants (�Direct Participants�) deposit with 
DTC.  DTC also facilitates the post-trade settlement among Direct Participants of sales and other 
securities transactions in deposited securities, through electronic computerized book-entry transfers and 
pledges between Direct Participants� accounts.  This eliminates the need for physical movement of 
securities certificates.  Direct Participants include both U.S. and non-U.S. securities brokers and dealers, 
banks, trust companies, clearing corporations, and certain other organizations.  DTC is a wholly-owned 
subsidiary of The Depository Trust & Clearing Corporation (�DTCC�).  DTCC is the holding company 
for DTC, National Securities Clearing Corporation and Fixed Income Clearing Corporation, all of which 
are registered clearing agencies.  DTCC is owned by the users of its regulated subsidiaries.  Access to the 
DTC system is also available to others such as both U.S. and non-U.S. securities brokers and dealers, 
banks, trust companies and clearing corporations that clear through or maintain a custodial relationship 
with a Direct Participant, either directly or indirectly (�Indirect Participants�).  DTC has Standard & 
Poor�s highest rating: AAA.  The DTC Rules applicable to its Participants are on file with the Securities 
and Exchange Commission.  More information about DTC can be found at www.dtcc.com and 
www.dtc.org. 

Purchases of the Series 2009 PILOT Bonds under the DTC system must be made by or through 
Direct Participants, which will receive a credit for the Series 2009 PILOT Bonds on DTC�s records.  The 
ownership interest of each actual purchaser of each Series 2009 PILOT Bond (�Beneficial Owner�) is in 
turn to be recorded on the Direct and Indirect Participants� records.  Beneficial Owners will not receive 
written confirmation from DTC of their purchase.  Beneficial Owners are, however, expected to receive 
written confirmations providing details of the transaction, as well as periodic statements of their holdings, 
from the Direct or Indirect Participant through which the Beneficial Owner entered into the transaction.  
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Transfers of ownership interests in the Series 2009 PILOT Bonds are to be accomplished by entries made 
on the books of Direct and Indirect Participants acting on behalf of Beneficial Owners.  Beneficial 
Owners will not receive certificates representing their ownership interests in the Series 2009 PILOT 
Bonds, except in the event that use of the book-entry system for the Series 2009 PILOT Bonds is 
discontinued. 

To facilitate subsequent transfers, all Series 2009 PILOT Bonds deposited by Direct Participants 
with DTC are registered in the name of DTC�s partnership nominee, Cede & Co., or such other name as 
may be requested by an authorized representative of DTC.  The deposit of the Series 2009 PILOT Bonds 
with DTC and their registration in the name of Cede & Co. or such other DTC nominee do not effect any 
change in beneficial ownership.  DTC has no knowledge of the actual Beneficial Owners of the Series 
2009 PILOT Bonds; DTC�s records reflect only the identity of the Direct Participants to whose accounts 
such Series 2009 PILOT Bonds are credited, which may or may not be the Beneficial Owners.  The Direct 
and Indirect Participants will remain responsible for keeping account of their holdings on behalf of their 
customers. 

Conveyance of notices and other communications by DTC to Direct Participants, by Direct 
Participants to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial 
Owners will be governed by arrangements among them, subject to any statutory or regulatory 
requirements as may be in effect from time to time. 

Redemption notices will be sent to DTC.  If less than all of the Series 2009 PILOT Bonds within 
a series are being redeemed, DTC�s practice is to determine by lot the amount of the interest of each 
Direct Participant in such issue to be redeemed. 

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to 
the Series 2009 PILOT Bonds unless authorized by a Direct Participant in accordance with DTC�s MMI 
Procedures.  Under its usual procedures, DTC mails an Omnibus Proxy to the Issuer as soon as possible 
after the record date.  The Omnibus Proxy assigns Cede & Co.�s consenting or voting rights to those 
Direct Participants to whose accounts the Series 2009 PILOT Bonds, as applicable, are credited on the 
record date (identified in a listing attached to the Omnibus Proxy). 

Principal of, redemption premium, if any, and interest payments on the Series 2009 PILOT Bonds 
will be made to Cede & Co., or such other nominee as may be requested by an authorized representative 
of DTC.  DTC�s practice is to credit Direct Participants� accounts upon DTC�s receipt of funds and 
corresponding detail information from the Issuer or the Paying Agent, on the payable date in accordance 
with their respective holdings shown on DTC�s records.  Payments by Participants to Beneficial Owners 
will be governed by standing instructions and customary practices, as is the case with securities held for 
the accounts of customers in bearer form or registered in �street name,� and will be the responsibility of 
such Participant and not of DTC, the Paying Agent or the Issuer, subject to any statutory or regulatory 
requirements as may be in effect from time to time.  Payment of principal, redemption proceeds and 
interest to Cede & Co. (or such other nominee as may be requested by an authorized representative of 
DTC) is the responsibility of the Issuer or the Paying Agent, disbursement of such payments to Direct 
Participants will be the responsibility of DTC, and disbursement of such payments to the Beneficial 
Owners will be the responsibility of Direct and Indirect Participants. 

DTC may discontinue providing its services as depository with respect to the Series 2009 PILOT 
Bonds at any time by giving reasonable notice to the Issuer or the Paying Agent.  Under such 
circumstances, in the event that a successor depository is not obtained, certificates for the Series 2009 
PILOT Bonds are required to be printed and delivered. 
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The Issuer may decide to discontinue use of the system of book-entry transfers through DTC (or a 
successor securities depository).  In that event, certificates for the Series 2009 PILOT Bonds will be 
printed and delivered. 

THE ISSUER WILL HAVE NO RESPONSIBILITY OR OBLIGATION TO DIRECT 
PARTICIPANTS, INDIRECT PARTICIPANTS OR BENEFICIAL OWNERS, WITH RESPECT TO 
(1) THE PAYMENT BY DTC TO ANY DIRECT PARTICIPANT, OR INDIRECT PARTICIPANT OF 
THE PRINCIPAL OF, OR ANY INTEREST ON, THE SERIES 2009 PILOT BONDS, (2) THE 
PROVIDING OF NOTICE TO DIRECT PARTICIPANTS, INDIRECT PARTICIPANTS OR 
BENEFICIAL OWNERS, (3) THE ACCURACY OF ANY RECORDS MAINTAINED BY DTC OR 
ANY DIRECT PARTICIPANT OR INDIRECT PARTICIPANT, (4) THE SELECTION OF ANY 
BENEFICIAL OWNERS TO RECEIVE PAYMENT IN THE EVENT OF ANY PARTIAL 
REDEMPTION OF THE SERIES 2009 PILOT BONDS OR (5) ANY CONSENT GIVEN OR OTHER 
ACTIONS TAKEN BY DTC AS THE REGISTERED HOLDER OF THE SERIES 2009 PILOT 
BONDS, INCLUDING THE EFFECTIVENESS OF ANY ACTION TAKEN PURSUANT TO AN 
OMNIBUS PROXY. 

The information in this Appendix concerning DTC and DTC�s book-entry system has been 
obtained from sources that the Issuer and ArenaCo believe to be reliable, but the Issuer and ArenaCo take 
no responsibility for the accuracy thereof. 
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APPENDIX C  
 

DEFINITIONS OF CERTAIN TERMS  
 

The following terms, as generally used in this Official Statement, have the respective meanings provided 
below.  These summary definitions do not purport to be complete or definitive and are qualified in their 
entirety by reference to the Master Glossary.   

�Accountant� means an independent certified public accountant of recognized national standing or 
a firm of certified public accountants of recognized national standing, selected by the LDC, who may be the 
accountant or firm of accountants who regularly audits the books of the LDC. 

�Accounts� means each account or all of the accounts designated, created and established in the 
Master PILOT Indenture or any Supplemental PILOT Indenture. 

�Accreted Value� means, with respect to the Series 2009 Capital Appreciation PILOT Bonds, as 
of any date of calculation, the sum of the Principal Amount thereof and the interest accrued thereon to 
such date of calculation, compounded from the date of initial issuance at the stated yield to maturity 
thereof on each Accretion Date, assuming in any such semiannual period that such Accreted Value 
increases in equal daily amounts on the basis of a 360-day year of twelve 30-day months. 

�Accretion Date� means, with respect to the Series 2009 Capital Appreciation PILOT Bonds, 
means, each January 15 and July 15 while any Series 2009 Capital Appreciation PILOT Bond is 
Outstanding, commencing July 15, 2010. 

�Accretions� means the difference between the Accreted Value at maturity (or other date of 
payment) of a Series 2009 Capital Appreciation PILOT Bond, and the initial Principal Amount thereof. 

�Act� or �LDC Act� means, collectively, the Enabling Act and Section 1804(13), Subtitle 1, 
Title 8, Article 8 of the New York Public Authorities Law. 

�Actual Taxes� means the real estate taxes and assessments for such PILOT Tax Year which 
would have been levied upon or with respect to the Facility if the Facility were not exempt by virtue of 
the Corporation�s interest therein.  

�Additional Non-Asset Amount� means the amount equal to (i) the interest projected to accrue 
(and the amount of value to accrete, as applicable), together with earnings from the investment of 
amounts on deposit under the PILOT Indenture, on the Series 2009 PILOT Bonds from July 15, 2010 to 
but not including the Outside Commencement Date plus (ii) an amount equal to the extraordinary 
mandatory redemption premium projected to be payable in the event that the Series 2009 PILOT Bonds 
are subject to extraordinary mandatory redemption on the Outside Commencement Date less amounts 
deposited as a part of the Initial Non-Asset Amount with respect to such extraordinary mandatory 
redemption premium. 

�Additional PILOT Bonds� means PILOT Bonds issued pursuant to Section 2.04 of the Master 
PILOT Indenture.  

�Additional Rent� means the payments of Additional Rent in the amounts and in the manner set 
forth in Section 3.3 of the Arena Lease Agreement. 
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�Additional Rent Amount� means, as of any date of calculation, the difference between (i) all 
unpaid costs incurred or to be incurred to complete construction of the Arena Project, as certified by the 
Construction Monitor and (ii) the amount on deposit in the Series 2009 PILOT Bonds Construction and 
Acquisition Subaccount in the Senior PILOT Bonds Construction and Acquisition Account of the PILOT 
Bonds Project Fund.  In calculating the Additional Rent Amount, the Trustee shall also include, as a 
credit, investment earnings to be earned on amounts held in the Series 2009 PILOT Bonds Construction 
and Acquisition Subaccount in the Senior PILOT Bonds Construction and Acquisition Account of the 
PILOT Bonds Project Fund and in the Series 2009 Additional Rent Account of the PILOT Bonds Project 
Fund to the extent such funds are invested in fixed rate Investment Agreements and assuming 
withdrawals from such Investment Agreements will be made in accordance with the draw down schedule 
certified by the Construction Monitor. 

�Additional Rent Credit Facility� means (i) any irrevocable, unconditional letter of credit 
issued by a bank, a trust company, a national banking association, a corporation subject to registration 
with the Board of Governors of the Federal Reserve System under the Bank Holding Company Act of 
1956 or any successor provision of law, a federal branch pursuant to the International Banking Act of 
1978 or any successor provision of law, or a domestic branch or agency of a foreign bank which branch or 
agency is duly licensed or authorized to do business under the laws of any state or territory of the United 
States of America, the unsecured or uncollateralized long-term debt obligations of which, or long term 
obligations secured or supported by a letter of credit issued by such Person, are rated in at least the third 
highest Rating Categories by each Rating Agency then rating any Series of Bonds at the request of the 
LDC, or if no Series of Bonds is then rated, by any Rating Agency, and (ii) any surety bond or insurance 
policy providing substantially equivalent liquidity as an irrevocable, unconditional letter of credit, and 
which is issued by an insurance company or association duly authorized to do business in the State of 
New York and either (A) the claims paying ability of such insurance company or association is rated in at 
least the third highest rating category accorded by a nationally recognized insurance rating agency or (B) 
obligations insured by such surety bond or insurance policy issued by such company or association are 
rated at the time such surety bond or insurance policy is delivered in at least the third highest Rating 
Category by each Rating Agency then rating any Series of Bonds at the request of the LDC, or if no 
Series of Bonds is then rated, by a Rating Agency. 

�Additional Rent Credit Facility Provider� means the provider of an Additional Rent Credit 
Facility. 

�Affiliate� means, with respect to any Person, any other Person that, directly or indirectly, 
Controls, is Controlled by or is under common ownership or Control with such Person or is a director, 
officer, general partner, member or manager of such Person or, with respect to an individual, has a 
relationship with such individual by blood, adoption or marriage not more remote than first cousin. For 
purposes of this definition, "Controls" and "Controlled" means any one or more of the economic, 
equitable or beneficial ownership of 50% or more of a Person and/or the power, exercisable jointly or 
severally, to manage and direct a Person through the direct, indirect, or beneficial ownership of 
partnership interests, membership interests, stock, trust powers, or other beneficial interests and/or 
management or voting rights. 

�Amortized Value� means, with respect to the Series 2009 Current Interest PILOT Bonds, an 
amount equal to the Principal Amount of a Series 2009 Current Interest PILOT Bond to be redeemed 
multiplied by the price of such Series 2009 Current Interest PILOT Bond expressed as a percentage, 
calculated based on the industry standard method of calculating bond prices, with (1) a delivery date 
equal to the date of redemption, (2) a maturity date equal to the date to which such Series 2009 Current 
Interest PILOT Bond is priced (i.e., the first optional redemption date or maturity date), and (3) a yield 
equal to such Series 2009 Current Interest PILOT Bond�s original reoffering yield. 
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�Annual Debt Service� means the amount of Debt Service accruing and payable during a Bond 
Year. 

�Annual Net Debt Service� means the amount of Debt Service accruing and payable during a 
Bond Year less any amounts to be received by the LDC pursuant to any guaranteed investment contract in 
the same Bond Year. 

 �applicable assessment� means such applicable assessment as calculated by the City by 
multiplying (A) the then-applicable Estimated Market Value, by (B) the Equalization Ratio (each as 
defined below), and that for purposes of such calculation the following terms are understood to have the 
meanings set forth below: 
 

(i) �Accrued Depreciation� means the sum of Annual Depreciation deductions 
taken in each preceding PILOT Tax Year and the current PILOT Tax Year; provided, 
however, that, with respect to the Tenant Improvement Value, such sum shall never 
exceed ninety percent of the Original Tenant Improvement Value. 

(ii) �Annual Depreciation� means, (A) with respect to the Tenant Improvement 
Value, six percent (6%) of the Original Tenant Improvement Value, and (B) with respect 
to the Improvement Value, one and two-tenths percent (1.2%) of the Original 
Improvement Value. 

(iii) �CCI� means the then applicable annual rate of construction cost inflation as 
measured by the McGraw-Hill Engineering News-Record Construction Cost Index, or by 
a comparable successor construction cost index, for the City. 

(iv) �CPI� means the then applicable annual rate of consumer inflation as measured 
by the annual average seasonally adjusted CPI-U, U.S. City Average for All Items, 
published by the United States Bureau of Labor Statistics. 

(v) �Equalization Ratio� means the equalization ratio then applicable to Class Four 
Property, or any successor property classification established by the City that would 
otherwise be applicable to the Facility, for purposes of levying real property taxes on the 
Facility, if the Facility were subject to real property taxation. 

(vi) �Estimated Market Value� means an amount equal to the sum of (A) the Land 
Value, (B) the Improvement Value, and (C) the Tenant Improvement Value. 

(vii) �Improvement Value� means, with respect to the first PILOT Tax Year, the 
Original Improvement Value, and with respect to each subsequent PILOT Tax Year, (A) 
the Improvement Value during the immediately preceding PILOT Tax Year as adjusted 
by the CCI less (B) Accrued Depreciation. 

(viii) �Land Adjustment Factor� means the then applicable median annual rate of 
change in land values in Kings County, expressed in decimal form, as determined by the 
City�s Department of Finance by reference to land sale data for the two fiscal tax years of 
the City that immediately precede the taxable status date for the then current fiscal tax 
year. 
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(ix) �Land Value� means, with respect to the first PILOT Tax Year, the Original 
Land Value, and with respect to each subsequent PILOT Tax Year, the product of (A) the 
Land Value during the immediately preceding PILOT Tax Year and (B) one (1) plus the 
Land Adjustment Factor. 

(x) �Original Land Value� means the current full assessed value of the Land. 

(xi) �Original Improvement Value� means the sum of (A) the actual cost of 
construction of the Improvements consisting of other than 15-year life real property, (B) 
the pro rata portion of the capitalized interest thereof and (C) the pro rata portion of the 
costs of issuance thereof. 

(xii) �Original Tenant Improvement Value� means the sum of (A) the actual cost of 
construction of the Improvements consisting of 15-year life real property, (B) the pro rata 
portion of the capitalized interest thereof and (C) the pro rata portion of the costs of 
issuance thereof. 

(xiii) �Tenant Improvement Value� means, with respect to the first PILOT Tax Year, 
the Original Tenant Improvement Value, and with respect to each subsequent PILOT Tax 
Year, (A) the Tenant Improvement Value during the immediately preceding PILOT Tax 
Year, as adjusted by the CPI less (B) Accrued Depreciation. 

�Architect� means AECOM Ellerbe Becket Architects and Engineers, P.C., or such other duly 
licensed architect or engineer selected by the Company.   

�Architect�s Agreement� means the agreement between the Team LLC and the Architect (the 
Team LLC�s interest being subsequently assigned to the Company) for architectural, engineering and 
consulting services in connection with the design, construction and equipping of the Arena, together with 
any and all amendments and modifications thereof approved by Construction Monitor.  

�Arena� means an approximately 670,000 square foot first class, NBA arena to be used by the 
Team as its home venue containing approximately 18,282 seats, including related concession areas, 
ancillary structures and improvements to be located in the Borough of Brooklyn and Kings County and 
the City and State of New York. 

�Arena Developer� means Brooklyn Arena, LLC, a Delaware limited liability company. 

�Arena Lease Agreement� or �Lease Agreement� or �Arena Lease� means the Agreement of 
Arena Lease, dated as of December 1, 2009, by and between the LDC and the Company, and all exhibits 
thereto and amendments, modifications and supplements thereof.  

�Arena Project� or �Project� or �Improvement� means the design, development, acquisition, 
construction and equipping of an arena and certain improvements necessary or required for the opening of 
the Arena in the Atlantic Terminal area of Brooklyn, New York, to be used as the home venue of the 
professional basketball team currently known as the New Jersey Nets and as a venue for other 
entertainment, cultural, sporting and civic events. 

�Arena Project Effective Date� shall have the meaning set forth in the Commencement 
Agreement. 
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�Arena Project Effective Date Certificate� means the certificate in the form attached to the 
Commencement Agreement from ESDC, ArenaCo and the Arena Developer to the Document Agent. 

�Arena Revenues� means any and all revenues derived from any source now or hereafter 
existing that are generated by and associated with the operation or use of the Arena Project, including but 
not limited to revenues derived from all events and activities of any kind and manner at the Arena Project, 
and consisting of, but not limited to, all cash and receivables relating to ticket sales, luxury suite license 
fees, seat licenses, facility fees, food and beverage concessions, Naming Rights, club seats, personal seat 
licenses, novelties, memorabilia, broadcast rights, internet service and technology, club memberships, 
signage and other advertising, product rights, and lease or licensing (or subleasing or sub-licensing) fees, 
but excluding any payments or other amounts due to Landlord, ESDC or any Person other than Tenant 
under the terms of the Arena Lease Agreement and the Nets License Agreement. 

�ArenaCo� or �Company� means Brooklyn Events Center, LLC, a Delaware limited liability 
company. 

�Assignee� means (i) with respect to the Arena Lease Agreement, an assignee under an 
Assignment and (ii) with respect to the Assignment of PILOT Mortgages, the PILOT Trustee.  

�Assignment� means the sale, exchange, assignment or other disposition, whether by operation 
of law or otherwise, of all or any portion of Tenant's interest in the Arena Lease Agreement or the 
leasehold estate created under the Arena Lease Agreement.  

�Assignment of PILOT Mortgages� means that certain Assignment of PILOT Mortgages dated 
as of December 1, 2009 made by the Corporation, as Assignor to the PILOT Trustee, as Assignee. 

�Assignor� means the Corporation.   

�Authorized Representative� means (i) in the case of the LDC, either the Chairperson, 
President, Vice President or Treasurer of the LDC, or any officer or employee of the LDC authorized to 
perform specific acts or to discharge specific duties, (ii) in the case of the Company, it is the officers and 
employees authorized to perform specific acts or to discharge specific duties as shall be specified in a 
certificate of the Company to be delivered to the LDC, the PILOT Bond Trustee.  

�Authorizing Resolution� means a resolution duly adopted by the LDC on November 24, 2009.  

�Average Annual Debt Service� means as of any date of calculation with respect to any Series 
of Bonds or type of Bonds within the same Series, an amount equal to the average amount of Annual 
Debt Service with respect to such Outstanding Bonds for the then current or any future Bond Year. 

�Average Annual Net Debt Service� means as of any date of calculation with respect to any 
Series of Bonds or type of Bonds within the same Series, an amount equal to the average amount of 
Annual Net Debt Service with respect to such Outstanding Bonds for the then current or any future Bond 
Year. 

�Bankruptcy Code� means Section 365(h)(1) of the Federal bankruptcy code (as amended from 
time to time and including any successor legislation thereto. 

�Base Rent� means (i) during the Initial Term, annual rent of ten dollars per year to be paid by 
the Tenant to the Landlord pursuant to the Arena Lease Agreement, and (ii) during any Extended Term, 
an amount determined in accordance with the Arena Lease Agreement.  
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�Beneficial Owner� shall mean, so long as the Series 2009 PILOT Bonds are held in a book-
entry system, any Person who acquires a beneficial ownership interest in a Series 2009 PILOT Bond held 
by the Securities Depository.  If at any time the Series 2009 PILOT Bonds are not held in a book-entry 
system, Beneficial Owner shall mean a Bondholder for purposes of the First Supplemental PILOT 
Indenture. 

�Bond� or �Bonds� means the PILOT Bonds. 

�Bond Documents� means the PILOT Agreement, the PILOT Bonds, the PILOT Assignment, 
the PILOT Indenture, the PILOT Mortgages, the PILOT Mortgages Assignment, the PILOT Bonds 
Partial Lease Assignment and the PILOT SNDA.  

�Bond Fees� or �PILOT Bond Fees� means the periodic fees of any Persons required to 
facilitate any variable or auction rate program (such as auction agent, broker-dealer, market agent or 
remarketing agent) and annual premiums for Bond Insurance Policy or Swap Insurance relating to PILOT 
Bonds.  

�Bond Insurance Policy� means a policy of bond insurance insuring the payment when due of 
the principal of and interest on a Series of Bonds issued to the PILOT Bond Trustee by a Bond Insurer. 

�Bond Insurer� means any nationally recognized company engaged in the business of insuring 
bonds which may from time to time issue a Bond Insurance Policy insuring the payment of the principal 
of and interest on all or any portion of the Bonds of any Series and/or agree to provide Swap Insurance 
insuring Regularly Scheduled Swap Payments and/or Swap Termination Payments to be made by the 
LDC pursuant to a Qualified Swap. 

�Bond Year� means the twelve-month period commencing on July 16 of each calendar year and 
ending on July 15 of the next calendar year. 

 �Bond Payment Requirement� means (i) an amount equal to (A) the sum of amounts projected 
to be necessary in the next succeeding Payment Period to pay (1) Net Debt Service, including any PILOT 
Bonds or Parity Debt proposed to be issued but excluding any PILOT Bonds or Parity Debt to be 
refunded with the proceeds of the proposed indebtedness, (2) Bond Fees, (3) Swap Payments, 
(4) Reimbursement Obligations, (5) the amount necessary to restore the amount on deposit in the Senior 
PILOT Bonds Debt Service Reserve Account and the Senior PILOT Bonds Strike Reserve Account to the 
Senior PILOT Bonds Debt Service Reserve Account Requirement or the Senior PILOT Bonds Strike 
Reserve Account Requirement, respectively, (6) the amount necessary to restore the amount on deposit in 
the Subordinated PILOT Bonds Debt Service Reserve Account and the Subordinated PILOT Bonds Strike 
Reserve Account to the Subordinated PILOT Bonds Debt Service Reserve Account Requirement or the 
Subordinated PILOT Bonds Strike Reserve Account Requirement, respectively, (7) the Rebate Amount, 
and (8) any other amounts reasonably expected to be paid by the LDC in accordance with the terms of the 
PILOT Indenture in the next succeeding Payment Period less (B) the sum of (1) earnings on amounts 
expected to be received under any guaranteed investment contracts entered into in connection with any of 
the Funds and the Accounts held under the PILOT Indenture, (2) amounts deposited in the PILOT Bonds 
Revenue Fund representing interest on funds held under the PILOT Indenture in the current Payment 
Period as of January 5th and July 5th, as applicable and (3) amounts on deposit in the applicable 
Subaccounts of the Senior PILOT Bonds Principal Account, Senior PILOT Bonds Interest Account, 
Subordinated PILOT Bonds Principal Account or Subordinated PILOT Bonds Interest Account, as 
applicable.  
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�Bondholder� or �Holder� means a holder of a Bond or Bonds.   

�Business Day� means any day other than a Saturday or Sunday or any other day on which 
commercial banks in New York, New York are authorized or required by law to close. 

�Capital Addition� means any addition, renovation or improvement to the Arena which is 
necessary or desirable. 

�Capital Improvement� means a change, alteration or addition to or replacement of all or any 
structural component or building or mechanical systems of the New Improvements following Substantial 
Completion.   

�Casualty Event� means a fire or other casualty, ordinary or extraordinary, foreseen or 
unforeseen, which destroys all or any portion of the Arena Project. 

�Casualty Restoration� means if all or any portion of the Arena Project are damaged or 
destroyed by a Casualty Event, the restoration of the Arena Project to the condition in which it existed 
immediately before such Casualty Event as nearly as possible.  

�Cede� means Cede & Co., as nominee of DTC. 

�Certificate of Authentication� means the certificate of authentication set forth on the form of 
each Series of Bonds. 

�Certificate of Occupancy� means a permanent or temporary certificate of occupancy issued 
pursuant to applicable Law by the New York City Department of Buildings or any successor agency 
responsible for conducting inspections and issuing building permits, certificates of occupancy or elevator 
or other like permits or certificates. 

�Change Order� means any change with respect to the construction and/or equipping of the 
Arena under a Major Subcontract prepared on AIA Document G701. 

�City� means The City of New York, a municipal corporation of the State of New York.   

�City Assessor� means the Assessor of The City of New York. 

�City Comptroller� means the Comptroller of The City of New York. 

�City Council� means the Counsel of The City of New York. 

�City Register� means the Office of the City Register, Kings County.  

�Closing Date� means (i) with respect to the Series 2009 PILOT Bonds, the date of the execution 
and delivery of the Master PILOT Indenture and the delivery of the Series 2009 PILOT Bonds and (ii) 
with respect to any other Series of PILOT Bonds, the date of delivery of such Series of PILOT Bonds. 

�Code� means the Internal Revenue Code of 1986, as amended, including the regulations 
thereunder.   

�Commencement Agreement� means the Commencement Agreement dated the Closing Date 
with respect to the Series 2009 PILOT Bonds, among the Issuer, ESDC, the City, Atlantic Yards 
Development Company, LLC, AYDC Interim Developer, LLC, the Arena Developer, ArenaCo, Atlantic 
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Rail Yards, LLC, The Bank of New York Mellon, in its capacity as Infrastructure Trustee, the PILOT 
Trustee, the PILOT Bond Trustee, New Jersey Basketball, LLC, the Metropolitan Transportation 
Authority, The Long Island Rail Road Company, New York City Transit Authority, and the Document 
Agent. 

�Commencement Date� means (i) with respect to the Arena Lease Agreement, the date of 
delivery of vacant possession of the Arena Premises and with respect to the Nets License Agreement, the 
date of the earlier of (a) the first Home Game of the first NBA Season (or exhibition season) following 
the date on which the Arena is Substantially Completed, or (b) the first Home Game played at the Arena. 

�Completion� means that (i) the Arena is complete in all material respects and available for the 
Intended Purpose and any unfinished work can be completed without any material disruption to or 
unavailability or inaccessibility of the Arena for the Intended Purpose; (ii) all applicable governmental 
authorities have issued all required permits and approvals for use and occupancy of the Arena in all 
material respects for the Intended Purpose, including any temporary permits so long as it is reasonably 
likely that permanent permits and approvals will be granted in the ordinary course and in the ordinary 
course permanent permits and approvals are normally granted following the issuance of temporary 
permits, without material additional requirements; (iii) the Construction Monitor has delivered to the 
LDC, the Company and the PILOT Bond Trustee its certification to the effect set forth in (i) through 
(iii) above; provided, however, that in making such certification the Construction Monitor shall be 
entitled to rely on a certificate of the Architect that the Arena is available for the staging of NBA games, 
including Home Games, in a manner that does not violate applicable NBA Rules and Regulations, as set 
forth in clause (i) of the defined term Intended Purpose herein; and (iv) the Bond Documents required to 
be recorded pursuant to the Master PILOT Indenture have been recorded.   

�Completion Costs� means the excess of the total remaining cost to achieve substantial 
completion of the Arena Project over the amount of Series 2009 PILOT Bond proceeds available for the 
Arena Project. 

�Completion Date� means the date on which Completion occurs.  

�Condemnation Restoration� means, there is a Taking of a portion of the Arena Project, the 
restoration of the Arena Project not so taken so that the remaining portion of the Arena Project shall be as 
nearly as possible to the quality, utility and class of the Arena Project existing immediately prior to such 
Taking (using materials, equipment and construction techniques which are common at the time of the 
Taking). 

�Construction Management Agreement� means collectively (a) any agreement with a 
Construction Manager for the performance of Construction Work, and (b) any agreement with a 
Construction Manager for Construction Work in connection with a Restoration, Condemnation 
Restoration, Capital Improvements or other work performed after the initial construction of the New 
Improvements.  

�Construction Manager� means a Person having experience in the construction of major 
commercial projects, in the five boroughs of New York, New York retained to perform the Construction 
Work, selected by Tenant and approved by Landlord. 

�Construction Monitor� or �Independent Engineer� means Merritt & Harris, Inc. or another 
firm retained by the Company and approved by the LDC.  
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�Construction Period� means the period beginning on the Commencement Date and ending on 
the Substantial Completion Date.   

�Construction Progress Certificate� means a certificate setting forth (1) the date in such year by 
which Completion is expected; (2) the aggregate amount of Project Costs paid to date; and (3) the 
aggregate amount of Project Costs that will be required in order to achieve Completion. 

�Construction Work� means any site preparation work, alteration, construction, demolition, 
development, redevelopment, repair, Restoration or other work affecting any portion of the New 
Improvements, including, without limitation, any staging of construction activities and work to install or 
otherwise with respect to the New Improvements (including the demolition of Existing Improvements as 
defined in the Arena Lease Agreement).  

�Contract Documents� mean the Architect�s Agreement, the Plans and Specifications, the Major 
Subcontracts and the Construction Management Agreement.   

�Contractor� means any Person (other than a Construction Manager) performing Construction 
Work under any operative agreements.  

�Costs of Issuance� means the items of expense incurred in connection with the authorization, 
sale and issuance of a Series of PILOT Bonds, which items of expense may include, but are not limited to, 
document printing and reproduction costs, filing and recording fees, costs of credit ratings, initial fees and 
charges of the PILOT Bond Trustee or Securities Depository, legal fees and charges, professional 
consultants� fees, underwriting fees, fees and charges for execution, transportation and safekeeping of 
Bonds, premiums, fees and charges in order to obtain insurance for Bonds, obtain, renew or extend 
Enhancement Facilities, Reserve Account Credit Facilities, Qualified  Swaps and other similar financial 
arrangements, costs and expenses of refunding such PILOT Bonds and other costs, charges and fees, in 
connection with the foregoing. 

�Credit Facility Reimbursement Obligation� has the meaning provided in subsection (d) of 
Section 3.12 of the Master PILOT Indenture.  

�Debt Service� means, for any applicable period, (i) the aggregate payments made or required to 
be made in respect of the principal of, and premium, if any, and interest on the Bonds and the Bond Fees, 
if any; provided, however, that for the purposes of any such calculation, (a) interest on any Bonds which 
bear a Variable Interest Rate shall be calculated in accordance with the provisions of any Supplemental 
Indenture authorizing the issuance of such Bonds, and (b) any Bond in respect of which the Company has 
entered into a Qualified Swap shall during the period for which such Qualified Swap is in effect be 
deemed to bear interest at the rate or rates specified in the applicable swap agreement subject to the 
provisions set forth in a Supplemental Indenture authorizing such Qualified Swaps; and (ii) the aggregate 
payments to be made in respect of any Parity Debt.  

�Debt Service and Reimbursement Fund� means the Brooklyn Arena Local Development 
Corporation � Barclays Center Project Debt Service and Reimbursement Fund established by Section 
5(a)(i) of the PILOT Assignment.   
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�Defeasance Security� means: 

(i) cash; 

(ii) a Qualified Investment specified in clause (i), (ii), (iii) or (v) of the definition 
thereof, which is not callable or redeemable at the option of the issuer thereof; 

(iii) a Qualified Investment specified in clause (iv) of the definition thereof (a 
�Municipal Bond�), which Municipal Bond is fully secured as to principal and interest by an 
irrevocable pledge of moneys or direct and general obligations of, or obligations guaranteed by, 
the United States of America, which moneys or obligations are segregated in trust and pledged for 
the benefit of the holder of the Municipal Bond, and which Municipal Bond is rated in the highest 
Rating Category by at least two Rating Agencies and provided, however, that such Municipal 
Bond is accompanied by a Counsel�s Opinion to the effect that such Municipal Bond is not 
subject to redemption prior to the date the proceeds of such Municipal Bond will be required for 
the purposes of the investment being made therein; or 

(iv) any other investment designated in a Supplemental PILOT Indenture as a 
Defeasance Security for purposes of defeasing the Bonds authorized by such Supplemental 
PILOT Indenture, provided that each Rating Agency has confirmed in writing to the PILOT Bond 
Trustee that the use of such other investment will not, by itself, result in the withdrawal, 
suspension or downgrade of any rating issued by such Rating Agency with respect to any such 
Bonds to be defeased. 

�Determination of Taxability� means (i) the receipt by the LDC, the PILOT Bond Trustee or 
any PILOT Bondholder, after proceedings for which the LDC had notice and an opportunity to participate 
in, of a final determination from the Internal Revenue Service or a court of proper jurisdiction to the 
effect that an Event of Taxability has occurred, or (ii) the receipt by any PILOT Bondholder of an opinion 
of Nationally Recognized Bond Counsel to the effect that an Event of Taxability has occurred.   

�Document Agent� means Commonwealth Land Title Insurance Company, a Nebraska 
corporation, as Document Agent. 

�Effective Date� means with respect to the PILOT Agreement, the first taxable status date 
following the acquisition of the Land by the Corporation and the filing by the Corporation of any 
application, notice or other instrument for exemption.   

�Electronic Means� means telecopy, facsimile transmission, email transmission or other similar 
electronic means of communication providing evidence of transmission, including a telephonic 
communication confirmed by any other method set forth in this definition.   

�Enabling Act� means Section 1411 of the Not-For-Profit Corporation Law, being Chapter 35 of 
the Consolidated Laws of New York, as amended. 

�Enhancement Facility� means any letter of credit, standby purchase agreement, line of credit, 
policy of bond insurance, surety bond, guarantee or similar instrument, or any other agreement, securing, 
providing liquidity for, supporting or enhancing Outstanding Bonds, or any combination of the foregoing, 
or any agreement relating to the reimbursement thereof whether or not such instrument or agreement has 
been drawn upon, obtained by the LDC.   
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�Enhancement Facility Provider� means an issuer of an Enhancement Facility. 

�Equity Interest Disposition� means any merger, consolidation, sale of equity interests or other 
similar transaction involving a Person or any direct or indirect constituent entity of such Person and shall 
also include any (a) transaction or series of transactions (including, without limitation, the issuance of 
additional equity interests in such Person) or (b) direct or indirect revision of the beneficial ownership 
structure or Control of such Person or any direct or indirect constituent entity of such Person.  The term 
�Equity Interest Disposition� shall not, however, include any transaction, which when aggregated with 
all prior transactions, would result in (i) Forest City Enterprises, Inc. continuing to own, directly or 
indirectly, 18.00% of the membership interests in Nets Sports and Entertainment, LLC, (ii) Nets Sports 
and Entertainment, LLC continuing to own, directly or indirectly, 95.00% of the membership interests in 
Brooklyn Arena, LLC, and (iii) Brooklyn Arena, LLC continuing to own, directly or indirectly, 100% of 
Tenant; provided in each case that Control of such entity does not change as a result of such Equity 
Interest Disposition.  For purposes of this definition only, �Control� means the power, exercisable jointly 
or severally, to manage and direct the day-to-day business and affairs of a Person; provided that the right 
to approve the day-to-day business and affairs of a Person solely through major decision rights or similar 
protective provisions shall not constitute �Control� for purposes of this definition.   

�ESDC� or �Corporation� means the New York State Urban Development Corporation, doing 
business as Empire State Development Corporation, a public benefit corporation of the State of New 
York.   

�Event of Default� means (i) with respect to the Arena Lease Agreement, the occurrence of any 
of the events listed in Section 16.1 of the Arena Lease Agreement, (ii) with respect to the Nets License 
Agreement, the occurrence of any of the events listed in Section 14.01 of the Nets License Agreement, 
(iii) with respect to the PILOT Mortgages, the occurrence of any of the events listed in Section 12 of the 
PILOT Mortgages and (iv) with respect to the Master PILOT Indenture, the occurrence of any of the 
events listed in Section 8.01 of the Master PILOT Indenture.   

�Event of Taxability� means the interest paid or payable on any PILOT Bond being includable 
for federal income tax purposes in the gross income of any holder thereof as a consequence of any act, 
omission or event whatsoever, including any change of law, and regardless of whether the same was 
within or beyond the control of the LDC. 

�Expiration Date� means (i) with respect to the Arena Lease Agreement, the sooner to occur of 
(i) the later of (A) the 37th anniversary of the Arena Lease Agreement and (B) if such date occurs during 
the NBA Season, the ninetieth (90th) day following the end of the NBA Season during which such date 
occurs, (ii) on the one hundred twenty-first (121st) day following the date ESDC shall have received the 
amounts required to be paid to ESDC in accordance with Section 3.3.2 of the Non-Relocation Agreement 
and (iii) the earlier termination of the Arena Lease Agreement in accordance with the provisions thereof. 

 
�Extended Term� means any extended term of the Arena Lease Agreement for a period after the 

expiration of the Initial Term effectuated in accordance with Section 2.2 of the Arena Lease Agreement. 

�Extraordinary Mandatory Redemption Date� means the date on which the Series 2009 
PILOT Bonds are subject to extraordinary mandatory redemption pursuant to Section 3.03 of the First 
Supplemental PILOT Indenture. 

�Façade Architect� means ShoP Architects, P.C. or such other duly licensed architect or 
engineer selected by the Company.  
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�Facility� means the Improvements and the Land. 

�Fair Market Rental Value� has the meaning assigned to such term in Section 3.5(b) of the 
Arena Lease Agreement. 

�Fee Owner� means the Corporation, or any successor in interest in fee title to the Arena Project.   

�Fiduciary� or �Fiduciaries� means the PILOT Bond Trustee, any PILOT Bond Co-Trustee, any 
PILOT Bond Registrar, any PILOT Bond Paying Agent, or any or all of them, as may be appropriate.   

 
�First Supplemental PILOT Indenture� means the First Supplemental PILOT Indenture of 

Trust dated as of December 1, 2009 between the LDC and the PILOT Bond Trustee. 
 
�Fitch� means Fitch, Inc., and its successors and assigns.   
 
�Fixed Rate� means a fixed rate of interest. 
 
�Fixed Rate Bonds� means Bonds which bear interest at a fixed rate to the date of maturity.   

�Fixtures� means all fixtures, equipment, machinery, apparatus, appliances, fittings and chattels 
and articles of personal property of every kind and nature, and all building equipment, materials and 
supplies of any nature whatsoever, now or hereafter incorporated in, or attached to, the Arena Project and 
all renewals and replacements thereof and additions and accessions thereto, including, without limitation, 
all partitions, elevators, lifts, heating, lighting, incinerating and power equipment, engines, pipes, pumps, 
tanks, motors, conduits, switchboards, plumbing, lifting, cleaning, fire prevention, fire extinguishing, 
refrigerating, ventilating and communications apparatus, exhaust and heater fans, air-cooling and air-
conditioning apparatus, elevators, escalators, shades, awnings, screens, storm doors and windows, stoves, 
refrigerators, attached cabinets, partitions, ducts and compressors (which machinery, apparatus, 
equipment, fittings, fixtures and articles of personal property, all replacements thereof, substitutions 
therefor and additions and accessions thereto, together with the proceeds thereof).  

�Foreclosure Notice� means, subject to the terms and condition of the PILOT Mortgages, written 
notice of (A) the failure to pay any of the PILOT Obligations, interest or late payment charges thereon, as 
and when such PILOT Obligations, interest or late payment charges thereon, were due, and (B) the intent 
of the Mortgagee to exercise its rights and remedies under the Leasehold PILOT Mortgage unless such 
failure is cured within ten (10) weeks after the date of such notice.  

�Funds� means each fund or all the funds designated, created and established in the Master 
PILOT Indenture or any Supplemental PILOT Indenture. 

�GAAP� means generally accepted accounting principles. 

�GMP� means a guaranteed maximum price agreement between ArenaCo and Hunt Construction 
Group, Inc. 

�Government Obligations� means direct and general obligations of, or obligations 
unconditionally guaranteed by, the United States of America.   

�Governmental Authority� or �Authorities� means the United States of America, the State, the 
City and any agency, department, corporation, commission, board, bureau, instrumentality or political 
subdivision of any of the foregoing (with the exception of ESDC or the LDC to the extent either is acting 
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in its proprietary capacity as a party to the Arena Lease Agreement or the Ground Lease or as owner of 
the Arena Project), now existing or hereafter created, having or exercising jurisdiction over the Arena 
Project or any portion of any of the foregoing including, without limitation, jurisdiction over the 
administration or enforcement of any environmental laws. 

�Ground Lease� or �Arena Ground Lease� means that certain Ground Lease Agreement, dated 
as of December 1, 2009, between the Corporation, as Landlord and the LDC, as Tenant, and all exhibits 
thereto, and amendments, modifications and supplements thereof.  

�Holder/Holders� means holder of a Bond or Bonds. 

�Holder of Parity Debt� means a holder of Parity Debt. 

�Home Games� shall mean each of the Team�s scheduled or rescheduled professional basketball 
games during an NBA Season in which the Team is designated as the home team, regardless of whether 
such games are scheduled to be played at the Arena or elsewhere. 

�Initial Mortgages� means the PILOT Mortgages. 

�Initial Non-Asset Amount� means an amount equal to the interest projected to accrue (and the 
amount of value to accrete, as applicable) on the Series 2009 PILOT Bonds from the date of delivery of 
the Series 2009 PILOT Bonds to, but not including, July 15, 2010 plus costs of issuance including 
without limitation, the underwriters� discount, plus an amount equal to the extraordinary mandatory 
redemption premium projected to be payable in the event that the Series 2009 PILOT Bonds are subject to 
extraordinary mandatory redemption on July 15, 2010 pursuant to the First Supplemental Trust Indenture. 

�Initial PILOT Bonds� means the PILOT Bonds issued at the time of execution and delivery of 
the Master PILOT Indenture. 

�Initial PILOTs Coverage Percentage� means 110%, which is equal to the smallest percentage 
determined by dividing (i) PILOT Receipts projected for any PILOT Year (as set forth on Exhibit A to the 
PILOT Agreement at the time of issuance of the Series 2009 PILOT Bonds), by (ii) Annual Net Debt 
Service payable with respect to the Series 2009 PILOT Bonds in the Bond Year that ends during such 
PILOT Year; provided, however, that for purposes of calculating the Initial PILOTs Coverage Percentage, 
Bond Years during which interest has been capitalized in whole or in part, and the PILOT Years during 
which such Bond Years end, shall be disregarded. 

�Initial Senior PILOT Bonds� means the Series 2009 PILOT Bonds. 

�Initial Term� means the term commencing on the Commencement Date and terminating on the 
Expiration Date.   

�Insured Swap Payments� means any Regularly Scheduled Swap Payments and/or Swap 
Termination Payments which are insured by  Swap Insurance. 

�Interest Payment Date� means (i) with respect to the Series 2009 Current Interest PILOT 
Bonds, each January 15 and July 15, (ii)  with respect to the Series 2009 Capitalized Interest PILOT 
Bonds, as set forth in the First Supplemental PILOT Indenture, (iii) with respect to any other Series of 
PILOT Bonds, such dates as shall be set forth in the Supplemental PILOT Indenture delivered in 
connection with the issuance of such Series of PILOT Bonds. 



 
C-14 

�Land� or �Arena Premises� means the land described in Exhibit A to this Master Glossary.   

�Landlord� means, (i) with respect to the Arena Lease Agreement, the LDC and (ii) with respect 
to the Ground Lease, the Corporation.   

�LDC� or �Issuer� means the Brooklyn Arena Local Development Corporation, a local 
development corporation, formed under Section 1411 of the New York Not for Profit Corporation Law. 

�LDC Documents� means the Bond Documents, the Lease Documents and the Non-Relocation 
Agreement. 

�LDC�s Reserved Rights� or �Issuer�s Reserved Rights� means, collectively, 

(i) the right of the LDC in its own behalf to receive all Opinions of Counsel, reports, 
financial statements, certificates, insurance policies, binders or certificates, or other notices or 
communications required to be delivered to the LDC under the LDC Documents; 

(ii) the right of the LDC to grant or to withhold any consents or approvals required of the 
LDC under the LDC Documents except to the extent such right has been specifically assigned under such 
LDC Document; 

(iii) the right of the LDC to enforce in its own behalf the obligation of the Company to 
complete the Project or any Capital Addition thereto; 

(iv) the right of the LDC in its own behalf to enforce, to receive amounts payable under or 
otherwise to exercise its rights under Sections 2.3, 2.4, 3.5, 3.7, 3.14, 4.2, 4.5, 4.7, 6.1, 6.2, 7.5, 9.1, 9.3, 
9.5, 10.1, 11.2, 12.1, 12.2, 12.3, 12.4, 12.5, 12.6, 12.7, 13.5, 15.4, 17.2, 19.1, 19.2, 19.3, 23.1, 25.1(b), 
31.1, 32.4 and 34.1 of the Arena Lease Agreement subject to the limitations contained therein; and 

(v) the right of the LDC in its own behalf to declare an Event of Default under Article XVI 
of the Arena Lease Agreement or with respect to any of the LDC�s Reserved Rights, subject to the 
limitations contained therein.    

 �League Schedule� means the schedule of NBA games issued by the NBA each year and as 
modified, including pre-season, exhibition, regular-season and post-season games.   

�Lease Documents� means the Ground Lease, the Arena Lease Agreement, the Nets License 
Agreement, the Memo of Lease, the Memo of License, the Recognition Agreement and the PILOT 
SNDA. 

�Lease Year� means the twelve (12) calendar month period commencing on the first January 1 
following the Commencement Date and on each anniversary thereof, and in the case of the calendar years 
in which the Term of the Arena Lease Agreement shall commence and expire, so much of such calendar 
years as shall fall within the Term of the Arena Lease Agreement.  

 �License Documents� means the Nets License Agreement, the Memo of License, the PILOT 
SNDA and the RNDA.  
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�Licensor� means the Company, as licensor.  

�Liquidity Facility Reimbursement Obligation� has the meaning provided in subsection (d) of 
Section 3.12 of the Master PILOT Indenture.  

�Master Glossary� means this Master Glossary of Terms for the Brooklyn Arena Local 
Development Corporation�s PILOT Revenue Bonds (Barclays Center Project) dated as of  December 
1, 2009, as may be amended.   

�Master PILOT Indenture� means the Master PILOT Indenture of Trust dated as of December 
1, 2009 between the LDC and the PILOT Bond Trustee.   

�Maturity Date� means (i) with respect to the Series 2009 Bonds, July 15 in each of the years set 
forth in the First Supplemental PILOT Indenture and (ii) with respect to any other Series of PILOT 
Bonds, such dates as shall be set forth in the Supplemental PILOT Indenture delivered in connection with 
the issuance of such Series of PILOT Bonds. 

�Maximum Rate� means, on any date of determination, the interest rate per annum equal to the 
lesser of (i) 18% per annum and (ii) the maximum rate permitted by the laws of the State. 

�Member� shall mean a Person that has been granted Membership in the NBA.  

�Membership� shall mean the rights, privileges and benefits granted to a Member by the NBA, 
including, without limitation, the right to organize and operate a professional basketball team to play in 
the league operated by the NBA. 

�Memo of Lease� means that certain memorandum of Arena Lease Agreement, dated as of 
December 1, 2009, to be recorded in the City Register, after the recording of the Ground Lease. 

�Memo of License� means that certain memorandum of the Nets License Agreement, dated as of 
December 1, 2009, to be recorded in the City Register, after the recording of the Memo of Lease.  

�Minimum PILOT Bond Transfer� means, as of any date of calculation, an amount equal to 
90% of the PILOTs due for such PILOT Period. 

�Month� means a calendar month. 

�Moody�s� means Moody�s Investors Service, Inc., or its successors or assigns.  

�Mortgaged Fixtures� means Fixtures or such other property that constitutes property which 
could be subject to, or be the subject of, a real property tax in rem foreclosure proceeding in the City.  

�Mortgaged Property� has the meaning assigned to such term in the PILOT Mortgage. 

�Mortgagee� means (i) the holder of a Mortgage and (ii) with respect to the PILOT Mortgage, 
the Corporation.   

�Mortgagor� means, with respect to the PILOT Mortgage, the Company. 

�Naming Rights� means right to designate the name of the Arena and to grant to one or more 
third parties (i) the right to include such party's name, product name, logo and/or corporate identifiers in 
the name of the Arena, (ii) the right to have such name, logo and/or corporate identifiers prominently 
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displayed on the interior and, subject to the provisions of the Arena Lease Agreement, on the exterior of, 
and on and around the entrances of the Arena, and on the Arena apron, as part of the name of the Arena, 
and (iii) such other rights and benefits which are customarily included in the grant of the rights in clause 
(i) and (ii) above. 

�Nationally Recognized Bond Counsel� means Mintz, Levin, Cohn, Ferris, Glovsky, and 
Popeo, P.C. or other law firm having at least three (3) attorneys specializing in public finance and whose 
public financing attorneys cumulatively have at least 15 years in representing public instrumentalities and 
municipalities in the issuance of bonds and notes in at least 3 states. 

�NBA� shall mean the National Basketball Association, an unincorporated association. 

�NBA Actions� shall mean all actions taken by one (1) or more of the NBA Entities. 

�NBA Documents� shall mean (i) the Collective Bargaining Agreement dated June 29, 2005, 
between the NBA and the National Basketball Players Association; (ii) the Constitution and By-Laws of 
the NBA; (iii) the portions of the Operations Manual of the NBA applicable to the staging of Home 
Games by Members of the NBA, and (iv) any other present or future agreements entered into by or on 
behalf of any NBA Entities and applicable to the conduct of Home Games by all Members of the NBA (in 
each case, as the same may be amended, restated, modified or otherwise supplemented from time to time). 

 
�NBA Entities� means, collectively, the NBA, NBA Properties, Inc., NBA Media Ventures, 

LLC, NBA Development League Holdings, LLC, WNBA Holdings, LLC, any other entity formed 
generally by the NBA members and each direct and indirect subsidiary of any of the foregoing, and each 
of their respective successors and assigns. 

 
�NBA Regular Season� shall mean the regular NBA season, and shall not include any preseason, 

exhibition, all-star playoff or championship games. 
 
�NBA Rules and Regulations� or �League Rules� shall mean all of the mandates, rules, 

regulations, policies, bulletins, directives, memoranda, resolutions and agreements of the NBA (or its 
Members generally), the other NBA Entities, their respective governing bodies (including, without 
limitation, the NBA Board of Governors and the committees thereof), and the NBA Commissioner 
generally applicable to members of the NBA, as they presently exist or as they may, from time to time, be 
entered into, created or amended, including, without limitation, the Constitution and By-Laws of the 
NBA, any collective bargaining agreement to which the NBA is a party, and all current and future 
television, radio and other agreements involving the telecast of NBA games. 

 
�NBA Season� shall mean an NBA Regular Season, together with any playoff or championship 

games in which the Team is scheduled to participate after the conclusion of such NBA Regular Season. 
 
�NBA Trinity� shall mean the NBA Actions, NBA Documents and the League Rules, as the 

same may be subsequently amended, modified or otherwise supplemented from time to time. 
 
�Net Debt Service� shall mean the amount of Debt Service accruing and payable during a 

Payment Period less any amounts to be received by the LDC pursuant to any guaranteed investment 
contract in the same Payment Period. 

�Nets License Agreement� or �License Agreement� means that certain License Agreement, 
dated as of December 1, 2009, between the Company, as Licensor, and the Team LLC, as Licensee, and 
all exhibits thereto and amendments, modifications and supplements thereof.   
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�New Improvements� means the Arena, the Urban Experience, the Subway Entrance, the 
Project Infrastructure and any buildings, structures, building machinery, equipment and fixtures 
(including Equipment) affixed to and forming a part of the buildings and structures which may be erected 
or located wholly or partially on the Arena Premises.  

�Non-Asset Depositor� means ArenaCo. 

�Non-Relocation Agreement� means that certain Non-Relocation Agreement dated as of 
December 1, 2009 by and among the City, ESDC, the LDC and the Team LLC, and amendments, 
modifications and supplements thereof.  

�O&M Fund� or �Operation and Maintenance Fund�, means the Brooklyn Arena Local 
Development Corporation � Barclays Center Project Operation and Maintenance Fund established by 
Section 5(a)(ii) of the PILOT Assignment.   

�Obligations� means, with respect to the PILOT Mortgage, collectively (a) the payment by the 
Company of the PILOT Obligations, as set forth in the PILOT Agreement, with interest and late payment 
charges thereon as specified in the PILOT Agreement; (b) the payment, performance and observance of 
all obligations of the Company under the PILOT Mortgage whether now existing or hereafter arising, 
direct or indirect, absolute or contingent, joint or several, due or to become due, liquidated or 
unliquidated, secured or unsecured; and (c) the payment by the Company of any damage claim arising out 
of or resulting from the possible rejection in a bankruptcy proceeding of the PILOT Agreement or the 
discharge or elimination in any other way of the Company�s obligations under the PILOT Agreement in 
the context of any bankruptcy or insolvency of the Company.   

�Official Statement� means the certain Official Statement, dated as of December 16, 2009, with 
respect to the PILOT Bonds, including the cover page and the Appendices thereto.  

�Operating Agreement� or � ArenaCo Operating Agreement� means the Operating 
Agreement of ArenaCo dated as of December __, 2009, as amended or supplemented as may be permitted 
herein.   

�Opinion of Bond Counsel� means a written opinion of Nationally Recognized Bond Counsel. 

�Opinion of Counsel� means a written opinion of counsel who may (except as otherwise 
expressly provided in any Bond Document) be counsel for the Company or the LDC and who shall be 
acceptable to the Trustee.  

�Other Entity� or �Other Entities� means (i) the Tenant or (ii) the Team LLC or any of its 
Affiliates.   

�Other Mortgages� means any mortgages other than PILOT Mortgages. 

�Other Swap Payments� means any payments to be made by the LDC pursuant to a Qualified 
Swap other than the Regularly Scheduled Swap Payments and Swap Termination Payments, and shall 
include any other fees, expenses, indemnification payments or other payments due thereunder and shall, 
for the purpose of determining amounts due and amounts to be deposited in a segregated Subaccount of 
the Subordinated PILOT Bonds Interest Account in the Subordinated PILOT Bonds Bond Fund, include 
any accrued but unpaid Other Swap Payments, including any interest due on such unpaid amounts.  
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�Outside Commencement Date� means December 17, 2010.  

�Outstanding�, when used with reference to a Bond or Bonds, as of any particular date, means 
all Bonds which have been issued, executed, authenticated and delivered under the Master PILOT 
Indenture except: 

(i) Bonds cancelled by the PILOT Bond Trustee because of payment or redemption prior 
to maturity or surrendered to the Trustee for cancellation; 

(ii) any Bond (or portion of a Bond) for the payment or redemption of which, in 
accordance with Section 10.01 of the Master PILOT Indenture, there has been separately set aside 
and held in the applicable Subaccount of the Senior PILOT Bonds Redemption Account in the 
Senior PILOT Bonds Bond Fund or the applicable Subaccount of the Subordinated PILOT Bonds 
Redemption Account in the Subordinated PILOT Bonds Bond Fund: 

(a)  moneys, and/or 

(b)  Government Obligations in such principal amounts, of such maturities, 
bearing such interest and otherwise having such terms and qualifications as shall be 
necessary to provide moneys, in an amount sufficient to effect payment of the principal 
or applicable Redemption Price of such Bond, together with accrued interest on such 
Bond to the payment or redemption date, which payment or redemption date shall be 
specified in irrevocable instructions given to the PILOT Bond Trustee to apply such 
moneys and/or Government Obligations to such payment on the date so specified, 
provided, that, if such Bond or portion thereof is to be redeemed, notice of such 
redemption shall have been given as provided in the Master PILOT Indenture, or 
provision satisfactory to the Trustee shall have been made for the giving of such notice; 

(c)  Bonds in exchange for or in lieu of which other Bonds shall have been 
authenticated and delivered under Article III of the Master PILOT Indenture; and 

(d)  Bonds cancelled pursuant to Section 3.08 of the Master PILOT Indenture; 
and 

(e)  as may be provided with respect to such Bonds by the Supplemental PILOT 
Indenture, authorizing such PILOT Bonds.   

�Parity Debt� means any Parity Reimbursement Obligation or any Parity Swap Obligation.   

�Parity Reimbursement Obligations� means a Reimbursement Obligation which is secured by 
a pledge of and lien on the PILOT Bonds Trust Estate, on a parity with the lien created under the PILOT 
Indenture, for the Bonds to which such Parity Reimbursement Obligation relates. 

�Parity Swap Obligations� means the LDC�s obligation to make Regularly Scheduled Swap 
Payments under a Qualified Swap which are secured by a pledge of and lien on the PILOT Bonds Trust 
Estate, on a parity with the lien created under the PILOT Indenture for the Bonds to which such Parity 
Swap Obligation relates.  

�Partial Lease Assignment� or �PILOT Bonds Partial Lease Assignment� means that certain 
Partial Lease Assignment dated as of December 1, 2009 from the LDC to the PILOT Bond Trustee, and 
accepted by the PILOT Bond Trustee, as assignee, and acknowledged by the Company.   
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�Paying Agent� means the PILOT Bonds Paying Agent. 

�Payment Period� shall mean January 15 to and including July 14 of the same calendar year or 
July 15 to and including January 14 of the next calendar year, as applicable. 

�Person� means an individual, corporation, partnership, limited liability company, trust, 
unincorporated association, joint venture, joint-stock company, Governmental Authority or any other 
entity. 

�PILOT Agreement� means that certain Payment-in-Lieu-of Tax Agreement (Arena) dated as of 
December 1, 2009 among the LDC, the Company, the Corporation and the City.  

�PILOT Assignment� means that certain PILOT Assignment and Escrow Agreement (Arena) 
dated as of December 1 2009 among the Corporation, the LDC, the PILOT Bond Trustee, the City and the 
PILOT Trustee.  

�PILOT Bond Fees� means the periodic fees of any Persons (other than employees of the LDC 
or any affiliate thereof) required to facilitate any variable or auction rate program relating to the PILOT 
Bonds (such as an auction agent, broker-dealer, market agent or remarketing agent).   

�PILOT Bond Trustee� means The Bank of New York Mellon, in its capacity as Trustee under 
the Master PILOT Indenture, and its successors in such capacity and their assigns hereafter appointed in 
the manner provided in the Master PILOT Indenture. 

�PILOT Bond Registrar� means the PILOT Bond Trustee acting as registrar as provided in 
Section 3.10 of the Master PILOT Indenture.  

�PILOT Bondholder� means the registered owners of the PILOT Bonds as shown on register of 
PILOT Bond owners maintained by the PILOT Bond Registrar. 

�PILOT Bonds� or �Bonds� means the bonds issued by the LDC pursuant to the PILOT 
Indenture.  

�PILOT Bonds Administrative Cost Account� means the Account by that name established by 
the Master PILOT Indenture. 

�PILOT Bonds Construction and Acquisition Account� means the Account by that name 
established by the Master PILOT Indenture. 

�PILOT Bonds Costs of Issuance Account� means the Account by that name established in the 
PILOT Bonds Project Fund by the Master PILOT Indenture. 

�PILOT Bonds Paying Agent� means any paying agent for the PILOT Bonds appointed 
pursuant to the Master PILOT Indenture (and may include the PILOT Bond Trustee) and its successor or 
successors and any other corporation which may at any time be substituted in its place pursuant to the 
Master PILOT Indenture.  

�PILOT Bonds Payment Date� means any payment date under the  PILOT Indenture. 

�PILOT Bonds Project Fund� means the Fund by that name established by the Master PILOT 
Indenture.   
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�PILOT Bonds Rebate Fund� means the Fund by that name established by the Master PILOT 
Indenture.   

�PILOT Bonds Rebate Requirement� or �Rebate Requirement� means such amount as shall 
be set forth in a PILOT Bonds Tax Certificate or a certificate of the LDC delivered to the PILOT Bond 
Trustee. 

�PILOT Bonds Renewal Fund� means the Fund by that name established by the Master PILOT 
Indenture. 

�PILOT Bonds Revenue Fund� means the Fund by that name established by the Master PILOT 
Indenture.   

�PILOT Bonds Subordinated Indebtedness� means any PILOT Bond, note or other 
indebtedness authorized by a resolution or Master PILOT Indenture of the LDC and permitted under the 
Act and designated as constituting �Subordinated Indebtedness� in a certificate of an Authorized 
Representative of the LDC delivered to the PILOT Bond Trustee, which shall be payable from the PILOT 
Bonds Trust Estate subject and subordinate to the prior payments to be made therefrom as provided for in 
the Master PILOT Indenture.   

�PILOT Bonds Subordinated Obligation� means any payment obligation (other than a 
payment obligation constituting a Subordinated Indebtedness) of the LDC incurred pursuant to the Act 
arising under any contract, agreement or other obligation incurred with respect to the PILOT Bonds Trust 
Estate not constituting PILOT Bonds or Parity Debt.  Subordinated Obligations may be secured by a lien 
on and pledge of the PILOT Bonds Trust Estate, junior and inferior to the lien on and pledge of the 
PILOT Bonds Trust Estate created for the payment of the PILOT Bonds and Parity Debt to the extent 
permitted by the Master PILOT Indenture, and may also be payable from such other sources and 
additionally secured as provided by the Master PILOT Indenture.   

�PILOT Bonds Tax Certificate� or �Tax Certificate� means the tax certificate as to arbitrage 
and the provisions of sections 103 and 141-150 of the Code. 

�PILOT Bonds Trust Estate� means the rights and property granted, bargained, conveyed, 
transferred, pledged or assigned, or in which a security interest has been granted, to the PILOT Bond 
Trustee pursuant to the granting clauses set forth in the Master PILOT Indenture and all rights and 
property which may from time to time be subject to the lien of the Master PILOT Indenture, as amended 
or supplemented from time to time by a Supplemental PILOT Indenture. 

�PILOT Certificate� means a certificate setting forth the Bond Payment Requirement for the 
Payment Period that begins during the current PILOT Period. 

�PILOT Documents� means the PILOT Agreement, the PILOT Assignment, the PILOT 
Mortgages and the PILOT Mortgages Assignment.   

�PILOT Fund� means the Brooklyn Arena Local Development Corporation � Barclays Center 
Project PILOT Fund, established by Section 4 of the PILOT Assignment.  

�PILOT Indenture� means the Master PILOT Indenture and the Supplemental PILOT 
Indenture. 
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�PILOT Mortgages� or �Leasehold PILOT Mortgages� means, collectively, the Leasehold 
PILOT Mortgages dated as of December 1, 2009 granted by the Company to the Corporation and any and 
all amendments thereof and supplements thereto hereafter made in conformity therewith and herewith.   

�PILOT Mortgages Assignment� means the Assignment of PILOT Mortgages dated as of 
December 1, 2009 made by the Corporation to the PILOT Trustee.   

�PILOT Mortgages Default� means with respect to the PILOT Mortgages, the failure to pay any 
of the PILOT Obligations as set forth in the PILOT Agreement or any interest or late payment charges, as 
specified in the PILOT Agreement as, and when, payment of such PILOT Obligations, interest or late 
payment charges thereon are due, subject to any applicable notice and cure rights.   

�PILOT Mortgage Stay Period� means if the Mortgagee exercises any remedy or takes any 
other action which would result in the termination of any of the rights of the Team to use the Arena in 
accordance with and pursuant to the terms of the Nets License Agreement during a Team Season, the 
period commencing on the date such writ or judgment of possession or like remedy is issued, granted or 
entered and ending on the last day of the then current Team Season. 

�PILOT Obligations� means the obligation of the Company to pay PILOTs to the Corporation 
under the PILOT Agreement to which any particular PILOT Mortgage corresponds. 

�PILOT Obligation Payment Date� means any date on which a PILOT is due under the PILOT 
Agreement. 

�PILOT Payment Date� means any date on which a payment is due to be made on any payment 
obligation under the PILOT Indenture. 

�PILOT Period� means the period commencing January 1 of each calendar year and ending June 
30 of such calendar year or commencing July 1 of each calendar year and ending December 31 of such 
calendar year, as applicable. 

�PILOT Receipts� means the proceeds of any PILOTs received by the PILOT Trustee.  

�PILOT Revenues� means amounts transferred by the PILOT Trustee to the PILOT Bond 
Trustee pursuant to the PILOT Assignment. 

�PILOT Revenues Payment Date� means January 5 and July 5 or the date on which PILOT 
Revenues are deposited into the PILOT Bonds Revenue Fund. 

�PILOT SNDA� means that certain Subordination, Non-Disturbance and Attornment Agreement 
dated as of December 1, 2009, between the Team LLC and the PILOT Trustee, which is intended to be 
recorded in the City Register, after the recording of the Partial Lease Assignment.  

�PILOT Term� means the Initial Term and one or more Extended Terms, if any.   

�PILOT Trustee� means The Bank of New York Mellon, as PILOT Trustee under the PILOT 
Assignment.   

�PILOT Tax Year� means the period commencing July 1 of each calendar year and ending on 
June 30 of the following calendar year. 
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�PILOT Year� means the period commencing January 1 of each calendar year and ending on 
December 31 of the same calendar year. 

 �PILOTs� means payments in lieu of taxes and assessments made by the Company pursuant to 
the PILOT Agreement.  

�Plans and Specifications� means all the preliminary and completed final drawings and plans 
and specifications prepared for any Construction Work, Capital Improvements, Restoration or 
Condemnation Restoration with respect to the Arena Project and, if required pursuant to the Arena Lease 
Agreement, approved by Landlord. 

�Possession� means actual vacant occupancy and possession of the applicable parcel, or 
applicable portion thereof, free and clear of all leases, tenancies, occupancies, liens, encumbrances, 
licenses or any other matters except Permitted Encumbrances (as defined in the Arena Lease Agreement). 

�Prime Rate� means the rate identified as the "Prime Rate" in the Money Rates Column of The 
Wall Street Journal (Eastern Edition) from time to time, or if no longer so published, another financial 
publication reasonably designated by the Landlord from time to time. 

�Principal� means, with respect to any Person, (A) any director or the president, any vice 
president, the treasurer, or the secretary thereof if such Person is a corporation, (B) any general partner of 
a partnership or managing member of a limited liability company, or (C) any shareholder, limited partner, 
member or other Person having a direct or indirect economic interest in such Person, whether beneficially 
or of record, in excess of ten percent (10%) of all of the issued and outstanding shares, partnership 
interests, limited liability company interests or other ownership interests of such Person.  In calculating 
the percentage interest of any shareholder, partner, member or other beneficially interested Person 
referred to in the prior sentence, the interest in the equity of any Affiliate of such shareholder, partner, 
member or beneficially interested Person shall be attributed to such shareholder, partner, member or 
beneficially interested Person. 

�Principal� or �Principal Amount� shall mean, (i) with respect to the Series 2009 PILOT 
Bonds, as of any date of calculation, (A) with respect to any Series 2009 Current Interest PILOT Bond, 
the principal amount thereof and (B) with respect to any Series 2009 Capital Appreciation PILOT Bond, 
the Accreted Value thereof. and (ii) with respect to each Series of Additional PILOT Bonds, the principal 
amounts set forth in the Supplemental PILOT Indenture delivered in connection with such Series of 
Additional PILOT Bonds.   

�Principal Installment� means, as of any date of calculation and with respect to any Series so 
long as any Bonds thereof are Outstanding, (i) the principal amount of Bonds of such Series due (or so 
tendered for payment and not purchased) on any date for which no Sinking Fund Installments have been 
established, or (ii) the unsatisfied balance of any Sinking Fund Installments due on any date for Bonds of 
such Series, plus the amount of the sinking fund redemption premiums, if any, which would be applicable 
upon redemption of such Bonds on such date in a principal amount equal to said unsatisfied balance of 
such Sinking Fund Installments, or (iii) if both clause (i) and clause (ii) apply on the same date with 
respect to different Bonds of such Series, the sum of such principal amount of Bonds and of such 
unsatisfied balance of Sinking Fund Installments due on such date plus such applicable redemption 
premiums, if any. 

�Principal Payment� means, as of any date of calculation and with respect to any Series of 
Bonds, so long as any Bonds thereof are Outstanding, or any Parity Debt, as applicable, (i) the principal 
amount of  Bonds (of such Series due  on a certain future date for which no Sinking Fund Installments 
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have been established, or (ii) the unsatisfied balance (determined as provided in a Supplemental 
Indenture) of any Sinking Fund Installments due on a certain future date for Bonds of such Series, plus 
the amount of the sinking fund redemption premiums, if any, which would be applicable upon redemption 
of such Bonds on such future date in a principal amount equal to said unsatisfied balance of such Sinking 
Fund Installments, or (iii) if such future dates coincide as to different Bonds of such Series, the sum of 
such principal amount of Bonds and of such unsatisfied balance of Sinking Fund Installments due on such 
future date plus such applicable redemption premiums, if any, and (iv) with respect to any Parity Debt, 
that amount due thereunder on the dates and in the amounts established in accordance with the Master 
PILOT Indenture as the principal component of such Parity Debt payable on a parity with Bonds. 

�Principal Payment Date� means, (i) with respect to the Series 2009 PILOT Bonds, January 15 
and July 15 and any date upon which the principal amount of Series 2009 PILOT Bonds is due under the 
First Supplemental PILOT Indenture, including any Maturity Date and any Redemption Date, and (ii) 
with respect to each Series of Additional PILOT Bonds, the principal payment dates set forth in the 
Supplemental PILOT Indenture delivered in connection with such Series of Additional PILOT Bonds.   

�Prohibited Person� means: 

(i) any Person (A) that is in monetary default or in breach of any non-monetary obligation 
under any written agreement with the State of New York (including ESDC) or the City of New York after 
notice and beyond any applicable cure periods, or (B) that directly or indirectly controls, is controlled by, 
or is under Common Control with, a Person that is the subject of any of the matters set forth in clause (A), 
unless, in each instance, such monetary default or breach either (x) has been waived in writing by the 
State or City of New York or (y) is being disputed in a court of law, administrative proceeding, arbitration 
or other forum, or (z) is cured within thirty (30) days after a determination and notice to Tenant from 
Landlord or ESDC that such Person is a Prohibited Person as a result of such default or breach; 

(ii) Any Person (A) who has been convicted in a criminal proceeding for a felony or any 
crime involving moral turpitude or that is an organized crime figure or is reputed to have substantial 
business or other affiliations with an organized crime figure or has had a contract terminated by any 
governmental agency for breach of contract or for any cause directly or indirectly related to an indictment 
or conviction, or (B) who, directly or indirectly controls, is controlled by, or is under Common Control 
with a Person who has been convicted in a criminal proceeding for a felony or any crime involving moral 
turpitude or that is an organized crime figure or is reputed to have substantial business or other affiliations 
with an organized crime figure.  The determination as to whether any Person is an organized crime figure 
or is reputed to have substantial business or other affiliations with an organized crime figure for purposes 
of this paragraph (ii) shall be within the sole discretion of ESDC, which discretion shall be exercised in 
good faith; provided however, that such Person shall not be deemed a Prohibited Person if the State of 
New York, having actual knowledge that such Person meets the criteria set forth in clauses (A) or (B) of 
this paragraph (ii), entered into a contract and is then doing business with such Person; 

(iii) Any government, or any Person that is directly or indirectly controlled (rather than only 
regulated) by a government, which is finally determined, beyond right to appeal, by the Federal 
Government of the United States or any agency, branch or department thereof to be in violation of 
(including, but not limited to, any participant in an international boycott in violation of) the Export 
Administration Act of 1979, as amended, or any successor statute, or the regulations issued pursuant 
thereto, or any government which is, or any Person which, directly or indirectly, is controlled (rather than 
only regulated) by a government which is subject to the regulations or controls thereof.  Such control shall 
not be deemed to exist in the absence of a determination to that effect by a Federal court or by the Federal 
Government of the United States or any agency, branch or department thereof; 
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(iv) Any government or any Person that, directly  or indirectly, is controlled (rather than only 
regulated) by a government, the effects of the activities of which are regulated or controlled pursuant to 
regulations of the Unites States Treasury Department or executive orders of the President of the Unites 
States of America issued pursuant to the Trading with the Enemy Act of 1917, as amended; 

(v) Any Person that has received written notice of default in the payment to the City of any 
real property taxes, sewer rents or water charges, in an amount greater than ten thousand dollars 
($10,000), unless such default is then being contested in good faith in accordance with applicable legal 
requirements with due diligence in proceedings in a court or other appropriate forum or unless such 
default is cured within thirty (30) days after a determination and notice to Tenant from Landlord or ESDC 
that such Person is a Prohibited Person as a result of such default; and 

(vi) Any Person (A) that has owned any property at any time in the five (5) years immediately 
preceding a determination of whether such Person is a Prohibited Person, which such property both (x) 
was acquired by such Person following an in rem foreclosure of such property and (y) was reacquired 
during such five (5) year period from such Person by the City in an in rem foreclosure, other than a 
property in which the City has released or is in the process of releasing its interest pursuant to the 
Administrative Code of the City, or (B) that directly or indirectly controls the management of property, or 
is controlled by or is under Common Control with a Person that has controlled the management of 
property at any time in the five (5) years preceding such determination of a Prohibited Person status, 
which such property (x) was acquired by such Person following an in rem foreclosure of such property 
and (y) was reacquired during such five (5) year period from such Person by the City in an in rem 
foreclosure, other than a property in which the City has released or is in the process of releasing its 
interest pursuant to the Administrative Code of the City. 

�Pro Forma PILOTs Coverage Percentage� means, with respect to any Series of Additional 
PILOT Bonds, the smallest percentage determined by dividing (i) PILOT Receipts projected for any 
PILOT Year (which calculation of projected PILOT Receipts shall include the projected increased PILOT 
Receipts, if any, resulting from the Arena Project and/or Capital Addition financed with the proceeds of 
such Additional PILOT Bonds), by (ii) Annual Net Debt Service projected to be payable in the Bond Year 
that ends during such PILOT Year (which calculation of projected Annual Net Debt Service shall 
contemplate such Additional PILOT Bonds as well as all currently Outstanding PILOT Bonds that will 
remain Outstanding following the issuance of such Additional PILOT Bonds); provided, however, that for 
purposes of calculating the Pro Forma PILOTs Coverage Percentage, Bond Years during which interest 
has been capitalized in whole or in part, and the PILOT Years during which such Bond Years end, shall 
be disregarded. 

�Project Budget� shall mean a budget prepared by the Company which identifies all estimated 
costs of the Project and includes an estimated capital expenditure and estimated drawdown schedule by 
cost category.  

�Project Costs� means costs, expenses and purposes for which Bonds may be issued under the 
Act, including, but not limited to, the following: (i) the cost of preparing the Plans and Specifications and 
any preliminary study or planning of the Project or any aspect thereof, including, without limitation, 
environmental studies, site testing, traffic surveys and similar studies; (ii) all costs of acquiring, 
designing, constructing, renovating, equipping, and installing the Project (including architectural, 
engineering, legal, environmental, public approvals and supervisory services with respect to the Project); 
(iii) all fees, taxes, charges and other expenses for recording or filing, as the case may be, any security 
interest contemplated by the Bond Documents; (iv) the premium on any fee or mortgagee title insurance 
procured on the Land and the New Improvements; (v) interest payable on the Bonds during the 
construction period and interest payable during such Construction Period on such interim financing as 
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may have secured with respect to the Project in contemplation of the issuance of the Bonds; (vi) all legal, 
accounting, financing, consulting and any other fees, costs and expenses incurred in connection with the 
preparation, printing, reproduction, authorization, issuance, execution, sale and distribution of the Bonds, 
and the Bond Documents and all other documents in connection herewith or therewith, with the issuance 
of the Bonds, with the acquisition of title to the Project and with any other transaction contemplated by 
the Bond Documents; (vii) the acceptance fee and annual fee and reasonable legal fees and disbursements 
of the PILOT Bond Trustee; (viii) reimbursement to Company for any of the above-enumerated costs and 
expenses incurred in connection with the Project; (ix) costs of establishing or maintaining reserves 
required or permitted by the Master PILOT Indenture, including, but not limited to, debt service reserve; 
(x) costs of issuing Bonds or costs incidental to their payment or security, including, but not limited to, 
fees, expenses, and costs payable, and reimbursements, under Enhancement Facilities; (xi) capitalized 
interest on Bonds; (xii) Reimbursement Payments; (xiii) amounts reimbursed by the Company to the 
Team LLC, for costs actually paid by Team LLC to unrelated third parties, under the Development 
Agreement and Architect�s Agreement and (xiv) payment of principal, interest, and redemption, tender or 
purchase price of any (a) Bonds issued by the LDC for the payment of any Project Costs, (b) Bonds 
issued to refund other Bonds, or (c) any other bonds, notes, or other evidences of indebtedness issued by 
the LDC for purposes of the Act.  Notwithstanding the foregoing, Costs shall not include (1) depreciation 
or obsolescence charges or reserves therefor, (2) amortization of intangibles or other bookkeeping entries 
of a similar nature; or (3) any costs of the LDC relating to a Separately Financed Program.   

�Project Infrastructure� or �Arena Infrastructure� means the infrastructure-related 
improvements to be installed, made and constructed on the Arena Premises and which shall comply with 
the requirements of the Guidelines and Requirements, Insurance Requirements, DOB Agreement, 
applicable Legal Requirements and State Funding Agreement. 

�Purchase Price� means, with respect to any Bond, 100% of the principal amount thereof plus 
accrued and unpaid interest, if any, plus, in the case of a Bond subject to mandatory tender for purchase 
on a date when such Bond is also subject to optional redemption at a premium, an amount equal to the 
premium that would be payable on such Bond if redeemed on such date.  

�Qualified Investments� means and includes any of the following obligations to the extent they 
are at the time legal for investment of such funds pursuant to any applicable provision of law: 

(i) Direct obligations of the United States of America and securities fully and 
unconditionally guaranteed as to the timely payment of principal and interest by the United States of 
America (�U.S. Government Securities�). 

(ii) Direct obligations* of the following federal agencies which are fully guaranteed 
by the full faith and credit of the United States of America: 

                                                 
* The following are explicitly excluded from the securities enumerated in (ii) and (iii): 

(1) All derivative obligations, including without limitation inverse floaters, residuals, interest-only, 
principal-only and range notes; 

(2) Obligations that have a possibility of returning a zero or negative yield if held to maturity; 
(3) Obligations that do not have a fixed par value or those whose terms do not promise a fixed dollar 

amount at maturity or call date; and 
(4) Collateralized Mortgage-Backed Obligations (�CMOs�).  
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(A) Export-Import Bank of the United States � Direct obligations and fully 
guaranteed certificates of beneficial interest. 

(B) Federal Housing Administration � debentures. 

(C) General Services Administration - participation certificates. 

(D) Government National Mortgage Association (�GNMAs�) � guaranteed 
mortgage-backed securities and guaranteed participation certificates. 

(E) Small Business Administration � guaranteed participation certificates 
and guaranteed pool certificates. 

(F) U.S. Department of Housing & Urban Development � local authority 
bonds. 

(G) U.S. Maritime Administration - guaranteed Title XI financings. 

(H) Washington Metropolitan Area Transit Authority � guaranteed transit 
bonds. 

 
(iii) Direct obligations* of the following federal agencies which are not fully 

guaranteed by the faith and credit of the United States of America: 

(A) Federal National Mortgage Association (�FNMAs�) � senior debt 
obligations rated Aaa by Moody�s Investors Service (�Moody�s�) and 
AAA by Standard & Poor�s Ratings Services (�S&P�). 

(B) Federal Home Loan Mortgage Corporation (�FHLMCs�) � participation 
certificates and senior debt obligations rated Aaa by Moody�s and AAA 
by S&P 

(C) Federal Home Loan Banks � consolidated debt obligations. 

(D) Student Loan Marketing Association � debt obligations. 

(E) Resolution Funding Corporation � debt obligations. 

(iv) Direct, general obligations of any state of the United States of America or any 
subdivision or agency thereof whose uninsured and unguaranteed general obligation debt is rated, at the 
time of purchase, A2 or better by Moody�s and A or better by S&P, or any obligation fully and 
unconditionally guaranteed by any state, subdivision or agency whose uninsured and unguaranteed 
general obligation debt is rated, at the time of purchase, A2 or better by Moody�s and A or better by S&P. 

(v) Commercial paper (having original maturities of not more than 270 days) rated, 
at the time of purchase, P-1 by Moody�s and A-1 or better by S&P. 

(vi) Certificates of deposit, savings accounts, deposit accounts or money market 
deposits in amounts that are continuously and fully insured by the Federal Deposit Insurance Corporation 
(�FDIC�), including the Bank Insurance Fund and the Savings Association Insurance Fund. 

(vii) Certificates of deposit, deposit accounts, federal funds or bankers� acceptances 
(in each case having maturities of not more than 365 days following the date of purchase) of any domestic 
commercial bank or United States branch office of a foreign bank, provided that such bank�s short-term 
certificates of deposit are rated P-I by Moody�s and A-1 or better by S&P (not considering holding 
company ratings). 
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(viii) Investments in money-market funds rated AAAm or AAAm-G by S&P. 

(ix) State-sponsored investment pools rated AA- or better by S&P. 

(x) Repurchase agreements that meet the following criteria: 

(A) A master repurchase agreement or specific written repurchase agreement, 
substantially similar in form and substance to the Public Securities 
Association or Bond Market Association master repurchase agreement, 
governs the transaction. 

(B) Acceptable providers shall consist of (1) registered broker/dealers subject 
to Securities Investors� Protection Corporation (�S1PC�) jurisdiction or 
commercial banks insured by the FDIC, if such broker/dealer or bank has 
an uninsured, unsecured and unguaranteed rating of A3/P-1 or better by 
Moody�s and A-/A-l or better by S&P, or (2) domestic structured 
investment companies rated Aaa by Moody�s and AAA by S&P. 

(C) The repurchase agreement shall require termination thereof if the 
counterparty�s ratings are suspended, withdrawn or fall below A3 or P-1 
from Moody�s, or A- or A-1 from S&P.  Within ten (10) days, the 
counterparty shall repay the principal amount plus any accrued and 
unpaid interest on the investments. 

(D) The repurchase agreement shall limit acceptable securities to U.S. 
Government Securities and to the obligations of GNMA, FNMA or 
FHLMC described in (ii)(D), (iii)(A) and (iii)(B) above.  The fair market 
value of the securities in relation to the amount of the repurchase 
obligation, including principal and accrued interest, is equal to a 
collateral level of at least 104% for U.S. Government Securities and 
105% for GNMAs, FNMAs or FHLMCs.  The repurchase agreement 
shall require (1) the Trustee or the Agent to value the collateral securities 
no less frequently than weekly, (2) the delivery of additional securities if 
the fair market value of the securities is below the required level on any 
valuation date, and (3) liquidation of the repurchase securities if any 
deficiency in the required percentage is not restored within two 
(2) business days of such valuation. 

(E) The repurchase securities shall be delivered free and clear of any lien to 
the bond trustee (herein, the �Trustee�) or to an independent third party 
acting solely as agent (�Agent�) for the Trustee, and such Agent is (1) a 
Federal Reserve Bank, or (2) a bank which is a member of the FDIC and 
which has combined capital, surplus and undivided profits or, if 
appropriate, a net worth, of not less than $50 million, and the Trustee 
shall have received written confirmation from such third party that such 
third party holds such securities, free and clear of any lien, as agent for 
the Trustee. 

(F) A perfected first security interest in the repurchase securities shall be 
created for the benefit of the Trustee, and the issuer and the Trustee shall 
receive an opinion of counsel as to the perfection of the security interest 
in such repurchase securities and any proceeds thereof. 
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(G) The repurchase agreement shall have a term of one year or less, or shall 
be due on demand. 

(H) The repurchase agreement shall establish the following as events of 
default, the occurrence of any of which shall require the immediate 
liquidation of the repurchase securities: 

(1) insolvency of the broker/dealer or commercial bank serving as 
the counterparty under the repurchase agreement; 

(2) failure by the counterparty to remedy any deficiency in the 
required collateral level or to satisfy the margin maintenance call 
under item (x)(D) above; or 

(3) failure by the counterparty to repurchase the repurchase 
securities on the specified date for repurchase. 

(xi) Investment agreements (also referred to as guaranteed investment contracts) that 
meet the following criteria: 

(A) A master agreement or specific written investment agreement governs 
the transaction. 

(B) Acceptable providers of uncollateralized investment agreements shall 
consist of (1) domestic FDIC-insured commercial banks, or U.S. 
branches of foreign banks, rated at least Aa2 by Moody�s and AA by 
S&P; (2) domestic insurance companies rated Aaa by Moody�s and AAA 
by S&P; and (3) domestic structured investment companies rated Aaa by 
Moody�s and AAA by S&P. 

(C) Acceptable providers of collateralized investment agreements shall 
consist of (1) registered broker/dealers subject to SIPC jurisdiction, if 
such broker/dealer has an uninsured, unsecured and unguaranteed rating 
of A1 or better by Moody�s and A+ or better by S&P; (2) domestic 
FDIC-insured commercial banks, or U.S. branches of foreign banks, 
rated at least Al by Moody�s and A+ by S&P; (3) domestic insurance 
companies rated at least Al by Moody�s and A+ by S&P; and 
(4) domestic structured investment companies rated Aaa by Moody�s and 
AAA by S&P.  Required collateral levels shall be as set forth in (xi)(F) 
below. 

(D) The investment agreement shall provide that if the provider�s ratings fall 
below Aaa by Moody�s or AA- by S&P, the provider shall within ten 
(10) days either (1) repay the principal amount plus any accrued and 
interest on the investment; or (2) deliver Permitted Collateral as provided 
below. 

(E) The investment agreement must provide for termination thereof if the 
provider�s ratings are suspended, withdrawn or fall below A3 from 
Moody�s or A- from S&P.  Within ten (10) days, the provider shall repay 
the principal amount plus any accrued interest on the agreement, without 
penalty to the Issuer. 
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(F) The investment agreement shall provide for the delivery of collateral 
described in (1) or (2) below (�Permitted Collateral�) which shall be 
maintained at the following collateralization levels at each valuation 
date: 

(1) U.S. Government Securities at 104% of principal plus accrued 
interest; or 

(2) Obligations of GNMA, FNMA or FHLMC (described in (ii)(D), 
(iii)(A) and (iii)(B) above) at 105% of principal and accrued 
interest. 

(G) The investment agreement shall require the Trustee or Agent to 
determine the market value of the Permitted Collateral not less than 
weekly and notify the investment agreement provider on the valuation 
day of any deficiency.  Permitted Collateral may be released by the 
Trustee to the provider only to the extent that there are excess amounts 
over the required levels.  Market value, with respect to collateral, maybe 
determined by any of the following methods: 

(1) the last quoted �bid� price as shown in Bloomberg, Interactive 
Data Systems, Inc., The Wall Street Journal or Reuters; 

(2) valuation as performed by a nationally recognized pricing 
service, whereby the valuation method is based on a composite 
average of various bid prices; or 

(3) the lower of two bid prices by nationally recognized dealers.  
Such dealers or their parent holding companies shall be rated 
investment grade and shall be market makers in the securities 
being valued. 

(H) Securities held as Permitted Collateral shall be free and clear of all liens 
and claims of third parties, held in a separate custodial account and 
registered in the name of the Trustee or the Agent. 

(I) The provider shall grant the Trustee or the Agent a perfected first 
security interest in any collateral delivered under an investment 
agreement.  For investment agreements collateralized initially and in 
connection with the delivery of Permitted Collateral under (xi)(F) above, 
the Trustee shall receive an opinion of counsel as to the perfection of the 
security interest in the collateral. 

(J) The investment agreement shall provide that moneys invested under the 
agreement must be payable and putable at par to the Trustee without 
condition, breakage fee or other penalty, upon not more than two 
(2) business days� notice, or immediately on demand for any reason for 
which the funds invested may be withdrawn from the applicable fund or 
account established under the authorizing document, as well as the 
following: 



 
C-30 

(1) In the event of a deficiency in the debt service account; 

(2) Upon acceleration after an event of default; 

(3) Upon refunding of the bonds in whole or in part; 

(4) Reduction of the debt service reserve requirement for the bonds; 
or 

(5) If a determination is later made by a nationally recognized bond 
counsel that investments must be yield-restricted. 

Notwithstanding the foregoing, the agreement may provide for a 
breakage fee or other penalty that is payable in arrears and not as a 
condition of a draw by the Trustee if the issuer�s obligation to pay such 
fee or penalty is subordinate to its obligation to pay debt service on the 
bonds and to make deposits to the debt service reserve fund. 

(K) The investment agreement shall establish the following as events of 
default, the occurrence of any of which shall require the immediate 
liquidation of the investment securities: 

(1) Failure of the provider or the guarantor (if any) to make a 
payment when due or to deliver Permitted Collateral of the 
character, at the times or in the amounts described above; 

(2) Insolvency of the provider or the guarantor (if any) under the 
investment agreement; 

(3) Failure by the provider to remedy any deficiency with respect to 
required Permitted Collateral; 

(4) Failure by the provider to make a payment or observe any 
covenant under the agreement; 

(5) The guaranty (if any) is terminated, repudiated or challenged; or 

(6) Any representation of warranty furnished to the Trustee or the 
issuer in connection with the agreement is false or misleading. 

(L) The investment agreement must incorporate the following general 
criteria: 

(1) �Cure periods� for payment default shall not exceed two 
(2) business days; The agreement shall provide that the provider 
shall remain liable for any deficiency after application of the 
proceeds of the sale of any collateral, including costs and 
expenses incurred by the Trustee; 

(2) Neither the agreement or guaranty agreement, if applicable, may 
be assigned (except to a provider that would otherwise be 
acceptable under these guidelines) or amended without the prior 
consent of the LDC; 
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(3) If the investment agreement is for a debt service reserve fund, 
reinvestments of funds shall be required to bear interest at a rate 
at least equal to the original contract rate; 

(4) The provider shall be required to immediately notify the LDC 
and the Trustee of any event of default or any suspension, 
withdrawal or downgrade of the provider�s ratings; 

(5) The agreement shall be unconditional and shall expressly 
disclaim any right of set-off or counterclaim; 

(6) The agreement shall require the provider to submit information 
reasonably requested by the LDC, including balance invested 
with the provider, type and market value of collateral and other 
pertinent information. 

(xii) Forward delivery agreements in which the securities delivered mature on or 
before each interest payment date (for debt service or debt service reserve funds) or draw down date 
(construction funds) that meet the following criteria: 

(A) A specific written investment agreement governs the transaction. 

(B) Acceptable providers shall be limited to (1) any registered broker/dealer 
subject to the Securities Investors� Protection Corporation jurisdiction, if 
such broker/dealer or bank has an uninsured, unsecured and 
unguaranteed obligation rated A3/P-l or better by Moody�s and A-/A-1 
or better by S&P; (2) any commercial bank insured by the FDIC, if such 
bank has an uninsured, unsecured and unguaranteed obligation rated 
A3/P-I or better by Moody�s and A-/A-I or better by S&P; and 
(3) domestic structured investment companies rated Aaa by Moody�s and 
AAA by S&P. 

(C) The forward delivery agreement shall provide for termination or 
assignment (to a qualified provider hereunder) of the agreement if the 
provider�s ratings are suspended, withdrawn or fall below A3 or P-1 
from Moody�s or A- or A-1 from S&P.  Within ten (10) days, the 
provider shall fulfill any obligations it may have with respect to 
shortfalls in market value.  There shall be no breakage fee payable to the 
provider in such event. 

(D) Permitted securities shall include the investments listed in (i), (ii) and 
(iii) above. 

(E) The forward delivery agreement shall include the following provisions: 

(1) The permitted securities must mature at least one (1) business 
day before a debt service payment date or scheduled draw.  The 
maturity amount of the permitted securities must equal or exceed 
the amount required to be in the applicable fund on the 
applicable valuation date. 

(2) The agreement shall include market standard termination 
provisions, including the right to terminate for the provider�s 
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failure to deliver qualifying securities or otherwise to perform 
under the agreement.  There shall be no breakage fee or penalty 
payable to the provider in such event. 

(3) Any breakage fees shall be payable only on debt service payment 
dates and shall be subordinated to the payment of debt service 
and debt service reserve fund replenishments. 

(4) The provider must submit at closing a bankruptcy opinion to the 
effect that upon any bankruptcy, insolvency or receivership of 
the provider, the securities will not be considered to be a part of 
the provider�s estate, and otherwise acceptable to the LCD. 

(5) The agreement may not be assigned (except to a provider that 
would otherwise be acceptable under these guidelines) or 
amended without the prior written consent of the LDC. 

(xiii) Forward delivery agreements in which the securities delivered mature after the 
funds may be required but provide for the right of the issuer or the Trustee to put the securities back to the 
provider under a put, guaranty or other hedging arrangement, only with the prior written consent of the 
LDC. 

(xiv) Maturity of investments shall be governed by the following: 

(A) Investments of monies (other than reserve funds) shall be in securities 
and obligations maturing not later than the dates on which such monies 
will be needed to make payments. 

(B) Investments shall be considered as maturing on the first date on which 
they are redeemable without penalty at the option of the holder or the 
date on which the Trustee may require their repurchase pursuant to 
repurchase agreements. 

(C) Investments of monies in reserve funds not payable upon demand shall 
be restricted to maturities of five years or less. 

�Qualified Swap� means, to the extent from time to time permitted by law, with respect to 
Bonds, (a) any financial arrangement (i) which is entered into by the LDC with an entity that is a 
Qualified Swap Provider at the time the arrangement is entered into, (ii) which is a cap, floor or collar, 
forward rate, future rate, swap (such swap may be based on an amount equal either to the principal 
amount of such Bonds of the LDC as may be designated or a notional principal amount relating to all or a 
portion of the principal amount of such Bonds), asset, index, price or market-linked transaction or 
agreement, other exchange or rate protection transaction agreement, other similar transaction (however 
designated), or any combination thereof, or any option with respect to any of the foregoing, executed by 
the LDC, and (iii) which has been designated as a Qualified Swap with respect to such Bonds in a written 
determination signed by an Authorized Representative of the LDC and filed with the PILOT Bond 
Trustee, and (b) any letter of credit, line of credit, policy of insurance, surety bond, guarantee or similar 
instrument securing the obligations of the LDC under any financial arrangement described in clause (a) 
above.   

�Qualified Swap Provider� means an entity whose senior long term obligations, other senior 
unsecured long term obligations, financial program rating, counterparty rating, or claims paying ability, or 
whose payment obligations under an interest rate exchange agreement are guaranteed by an entity whose 
senior long term debt obligations, other senior unsecured long term obligations, financial program rating, 
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counterparty rating, or claims paying ability, are rated at the time of the execution of such Qualified Swap 
either (i) at least as high as the third highest Rating Category of each Rating Agency then maintaining a 
rating for the Qualified Swap Provider, but in no event lower than any Rating Category designated by any 
such Rating Agency for the Bonds subject to such Qualified Swap, or (ii) any such lower Rating 
Categories which each such Rating Agency indicates in writing to the LDC and the PILOT Bond Trustee 
will not, by itself, result in a reduction or withdrawal of its rating on the Outstanding Bonds subject to 
such Qualified Swap that is in effect prior to entering into such Qualified Swap.   

�Rating Agency� means each nationally recognized securities rating agency then maintaining a 
rating on the PILOT Bonds, at the request of the LDC.  

�Rating Category� means one of the generic rating categories of any Rating Agency without 
regard to any refinement or gradation of such rating by a numerical modifier or otherwise.   

�Rating Confirmation Notice� means a notice from each Rating Agency confirming that the 
current unenhanced rating on the PILOT Bonds, will not be lowered or withdrawn as a result of the action 
proposed to be taken.  

�Rebate Amount� means the amount determined in accordance with the Tax Certificate.  

�Recognition Agreement� or �RNDA� means that certain Recognition, Non-Disturbance and 
Attornment Agreement dated as of December 1, 2009 between the Company and the Corporation which is 
intended to be recorded in the City Register after the recording of the Memo of  Lease.  

�Record Date� means (i) with respect to the Series 2009 Bonds, the close of business on each 
January 1 and July 1 immediately preceding the applicable Interest Payment Date, and with respect to 
each other Series of PILOT Bonds, the dates set forth in the Supplemental PILOT Indenture delivered in 
connection with the issuance of such Series of PILOT Bonds. 

�Redemption Date� means the date fixed for redemption of PILOT Bonds subject to redemption 
in any notice of redemption given in accordance with the terms of the applicable Supplemental PILOT 
Indenture.  

�Redemption Price� means, with respect to any Bond or a portion thereof, the principal amount 
thereof to be redeemed in whole or in part, plus the applicable premium, if any, plus interest accrued to 
the Redemption Date, if any, payable upon redemption thereof pursuant to such Bond or the Master 
PILOT Indenture or such price as may be specified in a Supplemental PILOT Indenture.  

�Refunded PILOT Bonds� means the PILOT Bonds to be refunded with the proceeds of 
Refunding PILOT Bonds. 

�Refunding PILOT Bonds� or �Refunding Bonds� means one or more Series of Refunding 
PILOT Bonds that may be issued at any time to refund Outstanding PILOT Bonds or Parity Debt.  
Refunding PILOT Bonds shall be issued in a principal amount sufficient, together with other monies 
available therefor, to accomplish such refunding and to make the deposits in the Funds and Accounts 
under the Master PILOT Indenture required by the provisions of the Supplemental PILOT Indenture 
authorizing such Refunding PILOT Bonds. 

�Registrar� means any registrar for the Bonds of any Series and its successor or successors and 
any other Person which may at any time be substituted in its place pursuant to the Master PILOT 
Indenture.   
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�Regularly Scheduled Swap Payments� means those payments to be made by or to the LDC at 
regularly scheduled intervals or on regularly scheduled dates pursuant to a Qualified Swap and shall, for 
the purpose of determining amounts due and amounts to be deposited in either the Senior PILOT Bonds 
Bond Fund or the Subordinated PILOT Bonds Bond Fund, as applicable, include any accrued but unpaid 
Regularly Scheduled Swap Payments, including any interest due on such unpaid amounts.   

�Reimbursed Party� means any beneficiary of any Reimbursement Obligations in connection 
with the PILOT Bonds.   

�Reimbursement Certification� means a certification which shall be submitted to the PILOT 
Trustee by the Reimbursed Party no fewer than ten (10) Business Days prior to the date of the deposit to 
the Debt Service and Reimbursement Fund required by Section 6(c)(i) of the PILOT Assignment, and 
which shall be approved in writing by the LDC prior to such submission to the PILOT Trustee, which 
Reimbursement Certification shall include such information regarding the time, place and method of 
payment of such Reimbursement Payments as shall be reasonably necessary to permit the PILOT Trustee 
to make the Reimbursement Payments as directed.   

�Reimbursement Date� means each date on which a Reimbursement Payment is required to be 
paid.  

�Reimbursement Obligation� has the meaning specified in Section 3.12(d) of the Master PILOT 
Indenture.   

�Reimbursement Payment� means an amount relating to a Reimbursement Obligation required 
to be paid pursuant to the applicable arrangements between the LDC and the Reimbursed Party.   

�Rent� means all of the amounts payable by Tenant pursuant to the Arena Lease Agreement 
(including without limitation amounts payable by cross reference to other agreements), including, without 
limitation, Base Rent, Additional Rent, and any other sums, costs, expenses or deposits which Tenant is 
obligated, pursuant to any of the provisions of the Arena Lease Agreement, to pay and/or deposit, but 
excluding PILOT. 

�Rental Payments� means the rental payments as defined under the Lease Agreement. 

�Representation Letter� shall mean the Letter of Representations, which may be a Blanket 
Letter of Representations, from the LDC and the PILOT Bonds Paying Agent to the Securities Depository 
in connection with the issuance of the Series 2009 PILOT Bonds in a book-entry system, as supplemented 
and amended from time to time. 

�Reserve Account Credit Facility� means (i) any irrevocable, unconditional letter of credit 
issued by a bank, a trust company, a national banking association, a corporation subject to registration 
with the Board of Governors of the Federal Reserve System under the Bank Holding Company Act of 
1956 or any successor provision of law, a federal branch pursuant to the International Banking Act of 
1978 or any successor provision of law, or a domestic branch or agency of a foreign bank which branch or 
agency is duly licensed or authorized to do business under the laws of any state or territory of the United 
States of America, the unsecured or uncollateralized long-term debt obligations of which, or long term 
obligations secured or supported by a letter of credit issued by such Person, are rated in at least the third 
highest Rating Categories by each nationally recognized rating agency then rating any Series of Bonds at 
the request of the LDC, or if no Series of Bonds is then rated, by any nationally recognized rating agency, 
and (ii) any surety bond or insurance policy providing substantially equivalent liquidity as an irrevocable, 
unconditional letter of credit, and which is issued by an insurance company or association duly authorized 
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to do business in the State of New York and either (A) the claims paying ability of such insurance 
company or association is rated in at least the third highest rating category accorded by a nationally 
recognized insurance rating agency or (B) obligations insured by such surety bond or insurance policy 
issued by such company or association are rated at the time such surety bond or insurance policy is 
delivered in at least the third highest rating category by each nationally recognized rating agency then 
rating any Series of Bonds at the request of the LDC, or if no Series of Bonds is then rated, by a 
nationally recognized rating agency, and which is used, to the extent permitted under applicable law, 
including the Act, to fund all or a portion of a Senior PILOT Bonds Strike Reserve Account Requirement, 
Subordinated PILOT Bonds Debt Service Reserve Account Requirement or Subordinated PILOT Bonds 
Strike Reserve Account Requirement, as the case may be. 

�Reserve Account Credit Facility Provider� shall mean the issuer or other provider of any 
Reserve Account Credit Facility. 

�Restoration� means a Casualty Restoration or a Condemnation Restoration.  

�Restoration Funds� means all insurance proceeds (excluding proceeds from �contents� 
insurance policies carried by Tenant for personal property separate and apart from the policies required 
under the Arena Lease Agreement) with respect to any casualty.  

�S&P� means Standard & Poor�s Ratings Services, a division of McGraw-Hill, duly organized 
and existing under and by virtue of the laws of the State of New York, and its successors and assigns.   

�Securities Depository� or �DTC� means The Depository Trust Company, 711 Stewart Avenue, 
Garden City, New York 11530, Fax 516/227-4039 or 4190 and such other securities depository as the 
LDC may designate in a certificate of the LDC delivered to the PILOT Bond Trustee. 

�Securities Depository Nominee� means, as to any Securities Depository, such Securities 
Depository or the nominee of such Securities Depository in whose name there shall be registered on the 
registration books maintained by the LDC at the office of the PILOT Bonds Bond Registrar the bond 
certificates to be delivered to and immobilized at such Securities Depository during the continuation with 
such Securities Depository of participation in its book-entry system. 

�Senior PILOT Bonds� means PILOT Bonds designated as Senior PILOT Bonds pursuant to the 
related Supplemental PILOT Indenture. 

�Senior PILOT Bonds Bond Fund� means the Fund by that name established by the Master 
PILOT Indenture.   

�Senior PILOT Bonds Bond Proceeds Account� means the Account by that name established 
by the Master PILOT Indenture. 

�Senior PILOT Bonds Capitalized Interest Account� means the Account by that name 
established by the Master PILOT Indenture.  

�Senior PILOT Bonds Debt Service Reserve Account� means the Account by that name 
established in the Senior PILOT Bonds Debt Reserve Fund of the Master PILOT Indenture. 

�Senior PILOT Bonds Debt Service Reserve Account Requirement� means (a) with respect to 
the Series 2009 PILOT Bonds, $39,852,955.57 which is equal to Average Annual Debt Service on the 
Series 2009 PILOT Bonds, as of the date of issuance thereof and (b) with respect to Additional PILOT 
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Bonds designated as Senior PILOT Bonds, the amount specified in the applicable Supplemental PILOT 
Indenture pursuant to which such Additional PILOT Bonds are issued. 

�Senior PILOT Bonds Debt Service Reserve Fund� means the Fund by that name established 
pursuant to the Master PILOT Indenture.   

�Senior PILOT Bonds Interest Account� means the Account by that name established in the 
Senior PILOT Bonds Bond Fund by the Master PILOT Indenture.  

�Senior PILOT Bonds Principal Account� means the Account by that name established in the 
Senior PILOT Bonds Bond Fund by the Master PILOT Indenture.   

�Senior PILOT Bonds Redemption Account� means the Account by that name established  in 
the Senior PILOT Bonds Bond Fund by the Master PILOT Indenture. 

�Senior PILOT Bonds Strike Reserve Account� means the Account by that name established 
in the Senior PILOT Bonds Debt Service Reserve Fund by the Master PILOT Indenture. 

�Senior PILOT Bonds Strike Reserve Account Requirement� means (a) with respect to Series 
2009 PILOT Bonds, $19,926,477.78 which is equal to one-half of Average Annual Debt Service on the 
Series 2009 PILOT Bonds, as of the date of issuance thereof and (b) with respect to Additional PILOT 
Bonds designated as Senior PILOT Bonds, the amount specified in the applicable Supplemental PILOT 
Indenture pursuant to which such Additional PILOT Bonds are issued. 

�Separately Financed Program� means, collectively, (i) any program, project or purpose 
described as such in Section 2.08 of the Master PILOT Indenture and (ii) any program, project or purpose 
of the LDC unrelated to the Project.   

�SEQRA� means the Environmental Quality Review Act of the State of New York.  

�Series� means all Bonds designated as being of the same Series authenticated and delivered on 
original issuance in a simultaneous transaction, and any Bonds thereafter authenticated and delivered in 
lieu thereof or in substitution therefor.  

�Series 2009 Capital Appreciation PILOT Bonds� means the Series 2009 Bonds issued as 
capital appreciation bonds pursuant to the First Supplemental PILOT Indenture. 

�Series 2009 Current Interest  PILOT Bonds�  means the Series 2009 Bonds issued as current 
interest bonds pursuant to the First Supplemental PILOT Indenture. 

�Series 2009 Non-Asset Bond Reserve Account� means the Series 2009 Non-Asset Bond 
Reserve Account established pursuant to Section 2.09 of the First Supplemental PILOT Indenture. 

�Series 2009 PILOT Bonds� means the $510,999,996.50 Brooklyn Arena Local Development 
Corporation PILOT Revenue Bonds, Series 2009 (Barclays Center Project) consisting of the Series 2009 
Capital Appreciation PILOT Bonds and the Series 2009 Current Interest PILOT Bonds.  

�Series 2009 PILOT Bonds Bond Proceeds Subaccount� means the Series 2009 PILOT Bonds 
Bond Proceeds Subaccount established pursuant to Section 2.09 of the First Supplemental PILOT 
Indenture. 



 
C-37 

�Series 2009 PILOT Bonds Capitalized Interest Subaccount� means the Series 2009 PILOT 
Bonds Capitalized Interest Subaccount established pursuant to Section 2.09 of the First Supplemental 
PILOT Indenture.  

�Series 2009 PILOT Bonds Construction and Acquisition Subaccount� means the Series 
2009 PILOT Bonds Construction and Acquisition Subaccount established pursuant to Section 2.09 of the 
First Supplemental PILOT Indenture. 

�Series 2009 PILOT Bonds Costs of Issuance Subaccount� means the Series 2009 PILOT 
Bonds Costs of Issuance Subaccount established pursuant to Section 2.09 of the First Supplemental 
PILOT Indenture. 

�Series 2009 PILOT Bonds Debt Service Reserve Subaccount� means the Series 2009 PILOT 
Bonds Debt Service Reserve Subaccount established pursuant to Section 2.09 of the First Supplemental 
PILOT Indenture.  

�Series 2009 PILOT Bonds Interest Subaccount� means the Series 2009 PILOT Bonds Interest 
Subaccount established pursuant to Section 2.09 of the First Supplemental PILOT Indenture. 

�Series 2009 PILOT Bonds Principal Subaccount� means the Series 2009 PILOT Bonds 
Principal Subaccount established pursuant to Section 2.09 of the First Supplemental PILOT Indenture.  

�Series 2009 PILOT Bonds Redemption Subaccount� means the Series 2009 PILOT Bonds 
Redemption Subaccount established pursuant to Section 2.09 of the First Supplemental PILOT Indenture. 

�Series 2009 PILOT Bonds Strike Reserve Subaccount� means the Series 2009 PILOT Bonds 
Strike Reserve Subaccount established pursuant to Section 2.09 of the First Supplemental PILOT 
Indenture.  

�Series 2009 Senior PILOT Bonds� or �Series 2009 PILOT Bonds� means the LDC�s Senior 
PILOT Revenue Bonds, Series 2009 (Barclays Center Project). 

�Sinking Fund Installment� means (a) with respect to a Series of Bonds, an amount so 
designated which is established pursuant to clause (vi) of Section 2.02(a) of the Master PILOT Indenture 
and the Supplemental PILOT Indenture, and (b), with respect to any Parity Reimbursement Obligations, 
the amount due thereunder as sinking fund installments payable on a parity with the Bonds attributable to 
any principal on Bonds purchased or otherwise paid from a related Enhancement Facility.  

�Sources of Funds� means the funds available to Tenant at any given time to complete the 
Project, including undisbursed bond proceeds.  

�State� means the State of New York.  

�Stay Period� the period commencing on the date execution upon any writ of assistance or 
judgment of possession or like remedy is granted and ending on the last day of the then current Team 
Season.  
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�Strike� or �Strike Event� means (i) a player�s strike or work stoppage called by the NBA 
Players Association or any successor organization, (ii) an owners lockout of the NBA players or (iii) or an 
expiration or termination of the collective bargaining agreement between the NBA Players Association or 
any successor organization and NBA with the effect of causing the termination, suspension or 
cancellation of regular or post season basketball games. 

�Subaccount� means each subaccount or all the subaccounts designated, created and established 
in an Account pursuant to a Supplemental PILOT Indenture. 

�Subordinate Mortgagee� means each of the Company, the LDC, the Team LLC, the 
Commissioner of Finance of The City of New York and the holder of record of any other mortgage 
encumbering all or any portion of the Mortgaged Property that is subordinate in lien to the lien of the 
PILOT Mortgage.   

�Subordinated PILOT Bonds� means PILOT Bonds designated as Subordinated PILOT Bonds 
pursuant to the related Supplemental PILOT Indenture. 

�Subordinated PILOT Bonds Bond Fund� means Fund by that name established by Section 
5.01 of the Master PILOT Indenture.   

�Subordinated PILOT Bonds Bond Proceeds Account� means the Account by that name 
established by the Master PILOT Indenture. 

�Subordinated PILOT Bonds Capitalized Interest Account� means the Account by that name 
established by the Master PILOT Indenture.  

�Subordinated PILOT Bonds Debt Service Reserve Account� means the Account by that 
name established in the Subordinated PILOT Bonds Debt Reserve Fund of the Master PILOT Indenture. 

�Subordinated PILOT Bonds Debt Service Reserve Account Requirement� means with 
respect to any Additional PILOT Bonds designated as Subordinated PILOT Bonds, the amount specified 
in the applicable Supplemental PILOT Indenture pursuant to which such Additional PILOT Bonds are 
issued. 

�Subordinated PILOT Bonds Debt Service Reserve Fund� means the Fund by that name 
established pursuant to the Master PILOT Indenture.   

�Subordinated PILOT Bonds Interest Account� means the Account by that name established 
in the Subordinated PILOT Bonds Bond Fund by the Master PILOT Indenture.  

�Subordinated PILOT Bonds Principal Account� means the Account by that name established 
in the Subordinated PILOT Bonds Bond Fund by the Master PILOT Indenture.   

�Subordinated PILOT Bonds Redemption Account� means the Account by that name 
established  in the Subordinated PILOT Bonds Bond Fund by the Master PILOT Indenture. 

�Subordinated PILOT Bonds Strike Reserve Account� means the Account by that name 
established in the Subordinated PILOT Bonds Debt Service Reserve Fund by the Master PILOT 
Indenture. 
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�Subordinated PILOT Bonds Strike Reserve Account Requirement� means with respect any 
Additional PILOT Bonds designated as Subordinated PILOT Bonds, the amount specified in the 
applicable Supplemental PILOT Indenture pursuant to which such Additional PILOT Bonds are issued. 

�Substantial Completion�, �Substantially Completed� or �Substantially Complete 
Construction of the Stadium� means (a) with respect to the Arena, the condition of construction that is 
(i) approved by the NBA as satisfying its minimum arena standards and ready for use for Home Games, 
and (ii) substantially in accordance with the Plans and Specifications (approved to the extent required by 
the Arena Lease Agreement), for which a temporary or permanent certificate of occupancy has been 
issued, and which is ready, as determined by the NBA, for the Team to play its Home Games, and (iii) the 
Arena Parking is available for use by the general public in accordance with the Guidelines and 
Requirements and all applicable Legal Requirements and Insurance Requirements, and (b) with respect to 
all portions of the New Improvements other than the Arena, (i) substantial completion of all construction 
work of such New Improvements, (ii) the delivery to Landlord of true copies of the temporary 
certificate(s) of occupancy for all portions of such New Improvements (if applicable), (iii) the delivery to 
Landlord of a statement in writing from an Architect that, in such Architect's opinion, the construction of 
such New Improvements has been completed substantially in accordance with the Legal Requirements, 
Insurance Requirements and the Guidelines and Requirements, and (iv) for purposes of Section 8.3(b) of 
the Arena Lease Agreement, with respect to the Subway Entrance and Carlton Avenue Bridge, the 
following: (A) for the Subway Entrance, the �Beneficial Use� of the Subway Entrance as defined in the 
Transit Improvement Agreement; and (B) for the Carlton Avenue Bridge, the �Substantial Completion� of 
the Carlton Avenue Bridge as defined in the Carlton Avenue Bridge Construction Agreement, dated as of 
December 27, 2007 between the City acting by and through the Commissioner of the Department of 
Transportation, and Atlantic Rail Yards, LLC. 

�Substantial Completion Date� means the date on which Landlord receives (a) with respect to 
the Arena, (i) true copies of the temporary or permanent certificate(s) of occupancy for the Arena and (ii) 
an Officer's Certificate from a Qualified Certifying Party of Tenant certifying that (A) the NBA has 
approved the Arena as satisfying its minimum arena standards and ready for use for Home Games, (B) the 
Arena has been substantially completed accordance with the Plans and Specifications, (C) the NBA has 
determined that the Arena is ready for the Team to play its Home Games, and (D) the Arena Parking is 
available for use by the general public in accordance with the Guidelines and Requirements and all 
applicable Legal Requirements and Insurance Requirements, (b) with respect to all portions of the New 
Improvements other than the Arena, (i) true copies of the temporary or permanent certificate(s) of 
occupancy for all portions of such New Improvements, and (ii) a certification from the Architect, the 
Approved Engineer or a Qualified Certifying Party of Tenant that the construction of such portions of the 
New Improvements have been completed substantially in accordance with the requirements of the Arena 
Lease Agreement, the Guidelines and Requirements, Insurance Requirements and all applicable Legal 
Requirements, and (c) in each of (a) and (b) above, certificates of insurance evidencing the insurance 
required to be maintained by Tenant pursuant to the Arena Lease Agreement.  

�Substantial Taking� means a Taking where the portion of the Arena remaining after the Taking 
fails to substantially conform to the NBA�s then established minimum arena standards.  

�Supplemental PILOT Indenture� means (i) with respect to the Master PILOT Indenture, any 
indenture supplemental to or amendatory of the Master PILOT Indenture, executed and delivered by the 
LDC and the PILOT Bond Trustee in accordance with Article XI of the Master PILOT Indenture and 
(ii) in each other document, excluding the Master PILOT Indenture, the First Supplemental PILOT 
Indenture. 
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�Swap Insurance� means any policy of insurance, surety bond or other form of financial 
assurance issued by a Bond Insurer simultaneously with the issuance of a Bond Insurance Policy insuring 
Regularly Scheduled Swap Payments and/or Swap Termination Payments to be made by the LDC 
pursuant to a Qualified Swap. 

�Swap Insurance Reimbursement Obligations� shall have the meaning provided in Section 
3.12 of the Indenture. 

�Swap Payments� means Regularly Scheduled Swap Payments, Swap Termination Payments 
and Other Swap Payments. 

�Swap Termination Payments� means any payments to be made by or to the LDC pursuant to a 
Qualified Swap arising out of events of termination or default thereunder, and shall not include Regularly 
Scheduled Swap Payments and Other Swap Payments and shall, for the purpose of determining amounts 
due and amounts to be deposited in the applicable Subaccount of the Senior PILOT Bonds Interest 
Account of the Senior PILOT Bonds Bond Fund or the applicable Subaccount of the Subordinated PILOT 
Bonds Interest Account of the Subordinated PILOT Bonds Bond Fund, include any accrued but unpaid 
Swap Termination Payments, including any interest due on such unpaid amounts.  

�Taking� means a taking of the Arena, or any part thereof for any public or quasi-public purpose 
by any lawful power or authority, acting in its sovereign capacity by the exercise of the right of 
condemnation or eminent domain or by agreement among LDC, ArenaCo and those authorized to 
exercise such right irrespective of whether the same affects the whole or substantially all of the Arena or a 
lesser portion thereof but shall not include a taking of a fee interest in the Arena, or any portion thereof if, 
after such taking, ArenaCo�s rights under the Arena Lease Agreement are not affected. 

�Taxable Bonds� means Bonds which are not Tax-Exempt Bonds. 

�Taxes� means the real property taxes assessed and levied against the Arena Project or any part 
thereof (or, if the Arena Project or any part thereof or the owner or occupant thereof is exempt from such 
real property taxes then the real property taxes assessed and which would be levied if not for such 
exemption), pursuant to the provisions of Chapter 58 of the Charter of New York City and Title 11, 
Chapter 2 of the Administrative Code of New York City, as the same may now or hereafter be amended, 
or any statute or ordinance in lieu thereof in whole or in part. 

�Tax-Exempt Bonds� means Bonds the interest on which is intended by the LDC to be generally 
excluded from gross income for federal income tax purposes. 

�Team� or �Nets� means the professional basketball team, currently known as the �New Jersey 
Nets�, organized and operated by Team LLC to play in the professional basketball league operated by the 
NBA. 

�Team LLC� or �New Jersey Basketball� means the New Jersey Basketball, LLC, a New 
Jersey limited liability company and its permitted assigns pursuant to the Nets License Agreement. 

�Team Events� means (a) Home Games; (b) the Team�s practice and training activities; (c) 
promotional or community outreach activities involving basketball or basketball related-events, such as 
youth basketball clinics and autograph sessions; (d) entertainment programs or activities that occur during 
or immediately prior to or immediately after Home Games and (e) any activities relating to any sponsor or 
potential sponsor, any basketball-related activities, including any �all-star� games, and basketball-related 
community or promotional events of any kind. 
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 �Team Home Games� means each Team Game played at the Arena that is designated as a 
�home game� in the League Schedule.   

�Team Season� means that part of the Basketball Season starting from the Team Home Game 
opening day to the date of the last Team Home Game in each Lease Year.   

�Temporary Relocation� shall mean the period before and during the construction of the Arena, 
during which period the Team plays its Home Games at a location other than the Arena selected by the 
Team and which period ends on the later to occur of (a) the Substantial Completion of the Arena and (b) 
the commencement of the 2012 � 2013 NBA Regular Season. 

�Tenant� means (i) with respect to the Arena Lease Agreement, the Company and (ii) with 
respect to the Ground Lease, the LDC. 

�Term� means the Initial Term, as extended by any Extended Term, subject to earlier termination 
to the extent provided by the Arena Lease Agreement.    

�Transfer� means any assignment, transfer, conveyance, mortgage, pledge, license, sublease or 
sublicense of any portion of Tenant's interest in the Arena Lease Agreement or the leasehold estate 
created thereby, or any direct or indirect interest in the Tenant, whether voluntarily, involuntarily, by 
operation of law or otherwise and whether resulting from a single transaction, a series of related 
transactions or otherwise. 

�Transferee� means a Person to whom a Transfer is made.  

�Transit Improvements� means certain work as set forth in a Transit Improvements Agreement 
between the New York City Transit Authority and Atlantic Rail Yards, LLC. 

�UDC Act� means the New York State Urban Development Corporation Act, Chapter 174 of the 
Laws of New York of 1968, as amended and supplemented.  

�Unassigned PILOT Rights� means the rights of the Corporation under Sections 8(a), 15 and 18 
of the PILOT Agreement. 

�Variable Rate Bonds� means, as of any date of determination, any Bonds on which the interest 
rate borne thereby may vary thereafter.   
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APPENDIX D 

SELECTED PROVISIONS OF THE ARENA DESIGN/BUILD CONTRACT 

This Agreement is made between BROOKLYN ARENA, LLC, a limited liability 
company organized and existing under the laws of the State of Delaware and authorized to do business in 
the State of New York (�Owner�), with a place of business at 1 MetroTech Center, Brooklyn, New York, 
11201, and HUNT CONSTRUCTION GROUP, INC., an Indiana corporation authorized and licensed to 
do business in the State of New York, with a place of business at 2450 South Tibbs Avenue, P.O. Box 
128, Indianapolis, Indiana, 46206-0128 (�Design/Builder�). 

RECITALS 

WHEREAS, on December 8, 2006, the New York State Urban Development Corporation 
d/b/a Empire State Development Corporation, a public benefit corporation of the State of New York 
(�ESDC�), adopted that certain Modified General Project Plan (the �MGPP�) for the Atlantic Yards 
Land Use Improvement and Civic Project (the �Development Project�) in accordance with the New 
York State Urban Development Corporation Act; 

WHEREAS, the Development Project comprises the construction of a major mixed-use 
development in the Atlantic Terminal area of the Borough of Brooklyn, City and State of New York, 
including an arena (the �Arena�) to serve as the home venue for the National Basketball Association 
professional basketball team currently known as the New Jersey Nets and as a venue for other 
entertainment, cultural, sporting and civic events (the general scope dimensions, capacity, quality, Arena 
Site orientation, equipment and amenities of the Arena that Design/Builder will be responsible to design, 
construct and provide under this Agreement being set forth in the GMP Documents that are identified in 
Exhibit A, which is attached hereto and made a part hereof); 

WHEREAS, the Development Project site (the �Development Project Site�) occupies an 
approximately 22-acre area generally bounded by Flatbush and 4th Avenues to the west, Vanderbilt 
Avenue to the east, Atlantic Avenue to the north, and Dean and Pacific Streets to the south and includes 
the approximately 9-acre (including the land under the 6th and Carlton Avenue Bridges) below-grade 
Long Island Rail Road Vanderbilt Storage Yard, all as more specifically described in attached Exhibit R; 

WHEREAS, in order to effectuate the intent of the MGPP, ESDC and Affiliates of 
Owner intend to enter into that certain Development Agreement to be dated contemporaneously with the 
Master Closing (the �Development Agreement�); 

WHEREAS, pursuant to that certain Declaration to be dated contemporaneously with the 
Master Closing (the �Declaration�), ESDC intends to subject the portion of the Development Project Site 
known as the Arena Block, which is generally bounded by Flatbush Avenue to the west, Sixth Avenue to 
the east, Atlantic Avenue to the north, and Dean Street to the south (said Arena Block being more 
specifically described in the survey attached as Exhibit R and identified therein as the �Arena Block 
Parcel�), to certain easements and restrictions more particularly set forth therein; 

WHEREAS, pursuant to that certain Interim Lease Agreement to be dated 
contemporaneously with the Master Closing but effective the date that title to the Arena Block Parcel 
vests in ESDC (the �Interim Lease�), ESDC will lease to Brooklyn Arena, LLC that portion of the Arena 
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Block Parcel upon which the Arena, the Urban Experience, and Subway Entrance will be constructed, as 
said portion is more fully described and identified in the survey attached hereto as Exhibit R (said portion 
being referred to herein as the �Project Site�); 

WHEREAS, by its terms, the Interim Lease will terminate on the effectiveness and 
commencement of the Ground Lease and Arena Lease; 

WHEREAS, pursuant to that certain Ground Lease Agreement to be dated 
contemporaneously with the Master Closing but effective the date that ESDC achieves vacant possession 
of the Arena Block Parcel (the �Ground Lease�), ESDC will lease such Arena Block Parcel to Brooklyn 
Arena Local Development Corporation (�BALDC�); 

WHEREAS, pursuant to that certain Agreement of Arena Lease to be dated 
contemporaneously with the Master Closing but effective on the same date as the Ground Lease (the 
�Arena Lease�), BALDC will sublease the Project Site and the Arena to Brooklyn Events Center, LLC 
on the condition that Brooklyn Events Center, LLC design, construct, equip, operate and maintain the 
Arena, the Urban Experience and Subway Entrance, in each case in accordance with the terms of the 
Arena Lease; 

WHEREAS, BALDC will authorize the issuance of a series of tax exempt bonds, the 
proceeds of which will be disbursed to Brooklyn Events Center, LLC to pay certain costs and expenses 
paid or incurred by Brooklyn Events Center, LLC on behalf of BALDC in connection with the design, 
development, construction and equipping of the Arena (which proceeds are referred to herein as the 
�Bond Proceeds�), in accordance with certain agreements and an indenture between the Bond Trustee 
and BALDC (the �Bond Documents�); 

WHEREAS, Brooklyn Arena, LLC (during the term of the Interim Lease) and Brooklyn 
Events Center, LLC (during the term of the Arena Lease) intend to cause the design, construction and 
equipping of the Arena, the Urban Experience and Subway Entrance (the �Project�) on the Project Site in 
accordance with the terms of the Interim Lease, then the Arena Lease, and other applicable agreements 
(the Urban Experience and Subway Entrance portions of the Project to be designed and constructed by 
others under separate contracts and on portions of the Project Site adjacent to the Arena Site); 

WHEREAS, Owner intends to retain Turner Construction Company as a Project 
coordinator (�Project Coordinator�) to oversee construction of the Urban Experience and Subway 
Entrance portions of the Project and to coordinate such work with the Arena Work;  

WHEREAS, pursuant to this Agreement, Brooklyn Arena, LLC intends to retain the 
services of Design/Builder to provide the design and construction of the Arena portion of the Project, in 
accordance with the terms of the Contract Documents, and, upon the effectiveness and commencement of 
the Arena Lease, to assign this Agreement in its entirety to Brooklyn Events Center, LLC; and 

WHEREAS, Design/Builder desires to be retained by Brooklyn Arena, LLC and then 
Brooklyn Events Center, LLC to perform, or cause to be performed, the Work; 

NOW, THEREFORE, in consideration of the mutual covenants and agreements 
contained herein, Design/Builder and Owner hereby agree as follows. 
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ARTICLE I 
GENERAL PROVISIONS 

Section 1.1 Contract Documents.  The �Contract Documents� consist of this 
Agreement (including all Exhibits attached hereto), the Phased Project Design Documents (as they are 
approved by the Owner in accordance with the terms herein), and any hereafter duly executed and issued 
addenda, Change Orders, Construction Change Directives, Minor Changes and amendments.  All of the 
foregoing Contract Documents are incorporated by reference and made a part of this Agreement.  
Design/Builder shall maintain copies of the Contract Documents at the Project Site during its performance 
hereunder. 

Section 1.2 Intent of Contract Documents.  The intent of the Contract Documents is to 
include all items necessary for the proper execution and completion of the Work by Design/Builder.  The 
Contract Documents are complementary, and what is required by one shall be as binding as if required by 
all.  Design/Builder shall perform the duties expressly required by the Contract Documents and reasonably 
inferable from them as being necessary to produce the indicated results.  As used in this Section, �indicated 
results� means a complete, fully-functioning Arena that is designed and constructed in accordance with the 
scope, quality, cost and programmatic requirements reflected in the GMP Documents (as they may be 
modified by the development of the Construction Documents) and is capable of continuous commercial 
operation as a primary venue for National Basketball Association (�NBA�) games, designed and built 
within the required NBA standards in effect as of the execution of the Agreement, with the ability to serve 
as a venue for other public events that may reasonably be held in the Arena, as anticipated under the GMP 
Documents attached hereto as Exhibit A. 

Section 1.3 Conflicts in Contract Documents.  The Contract Documents are 
complementary and cumulative and what is called for by one shall be as binding as if called for by all.  If 
there are any direct conflicts, differences, or discrepancies among the Contract Documents, the 
Design/Builder is obligated to perform the Work in accordance with the interpretation of the Contract 
Documents that is most consistent with the overall intent of the Contract Documents, unless otherwise agreed 
by Owner in its sole discretion. 

Section 1.4 Resolution of Conflicts or Ambiguities.  Design/Builder shall carefully 
review the Drawings and Specifications prepared by the Design Team throughout the design phases of the 
Work, and shall continue to review such documents for conflicts or ambiguities even after the design phases 
are complete and Construction Documents are issued.  If any conflicts or ambiguities are discovered by 
Design/Builder in or between the Construction Documents, the Construction Documents and any of the other 
Contract Documents, or the Construction Documents and existing conditions at the Arena Site, 
Design/Builder promptly shall bring the same to the attention of the Design Team for resolution in timely 
consultation with Owner.  If Owner discovers any conflicts or ambiguities in the Construction Documents or 
the other Contract Documents, it shall give Design/Builder prompt written notice of same.  However, without 
relieving Owner of its obligation hereunder to provide prompt notice and timely consultation, neither 
Owner�s failure to discover conflicts or ambiguities in the Construction Documents or other Contract 
Documents, nor Owner�s participation in resolving such conflicts or ambiguities with the Design Team shall 
in any way relieve Design/Builder of its responsibility hereunder for the design of the Arena, since, as 
between Owner and Design/Builder, Design/Builder is solely obligated to furnish a complete and coordinated 
design for the Arena, in accordance with and subject to the terms of the Contract Documents. 
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Section 1.5 Modifications.  Modifications, if any, to parts of the Contract Documents 
are for the purpose of varying, modifying, rescinding or adding to the Contract Documents.  If there are 
approved modifications made to this Agreement, they shall be read together with the portions of the Contract 
Documents to which they relate, and all other provisions of the Contract Documents shall remain in full force 
and effect. 

Section 1.6 The Pre-Construction Cost Certainty Estimating Agreement.  Upon the 
execution of this Agreement, the term of that certain letter agreement between Design/Builder and Owner, 
dated January 28, 2009 as amended by the 1st Amendment dated July 27, 2009 and the 2nd Amendment 
dated September 25, 2009 (the �Pre-Construction Cost Certainty Estimating Agreement�), for the 
performance of certain pre-construction services and professional design services related to the Arena, 
shall end and the Pre-Construction Cost Certainty Estimating Agreement shall be deemed terminated.  Any 
services performed by Design/Builder in regards to the Arena under the Pre-Construction Cost Certainty 
Estimating Agreement shall be deemed to have been performed in accordance with and subject to the terms 
and conditions of this Agreement.  In addition, the parties acknowledge that the fixed, lump-sum amount of 
Eight Million, Eight Hundred Thirty-Nine Thousand, Eighteen Dollars ($8,839,018) was earned for 
services performed during the term of the Pre-Construction Cost Certainty Estimating Agreement and has 
been included in the GMP.  Of that fixed lump-sum amount, Four Million, Nine Hundred Sixty-Seven 
Thousand, Nine Hundred Forty-Four Dollars ($4,967,944) has been paid to date for such services.  The 
unpaid balance of this fixed lump-sum amount, which is Three Million, Eight Hundred Seventy-One 
Thousand, Seventy-Four Dollars ($3,871,074), will be included in and paid by Owner as part of 
Design/Builder�s first Application for Payment after this Agreement is executed. 

Section 1.7 Relationship of the Parties.  Design/Builder accepts the relationship of 
trust and confidence established between Design/Builder and Owner by this Agreement, and shall furnish 
its best professional efforts, skill and judgment in performing its obligations under the Contract 
Documents, and in cooperating with Owner, Owner's Representative, and other members of the Arena 
Team in furthering the interests of Owner and the Arena as made known to Design/Builder.  
Design/Builder shall design and construct the Arena in accordance with the Contract Documents, and shall 
use its best professional efforts, skill and judgment to: 

(a) Maintain Arena design and construction costs within the Arena Budget 
and consistent with good construction practices and the quality of materials and workmanship required by 
the GMP Documents; 

(b) Carry out Owner's intent and programmatic goals as expressed in the 
GMP Documents (or as may be otherwise expressly agreed to in writing by the parties) in preparing the 
Construction Documents; and 

(c) Achieve the timely and efficient construction and completion of the 
Work in accordance with the Contract Documents. 

Subject to the terms of Section 6.2 in regards to the design services to be provided hereunder, as used in 
this Agreement, �best professional efforts, skill and judgment� means the standard of performance that 
would be met on a similar project by a comparably skilled, experienced, diligent, national construction 
company ranked among the Engineering News Record�s top five for sports venues.  However, �best 
professional efforts, skill and judgment� excludes extraordinary, disproportionately costly efforts that a 
comparable firm on a similar project would not be expected by a reasonable, objective owner to take in 
order to achieve the required results.  Design/Builder will bring to Owner's attention any material cost 
savings that may present themselves during the design and construction of the Arena and of which 
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Design/Builder is aware, and will confer with Owner periodically in order to determine whether there are 
any areas where, by design change or otherwise, costs may be reduced.  However, subject to the terms of 
the Contract Documents, Owner will make the final determination whether to pursue such cost savings. 

Section 1.8 Arena Management. 

(a) Design/Builder agrees to furnish efficient business administration with 
emphasis on budget control, cost estimating, construction scheduling, coordination of the Work, 
supervision and construction management, and further agrees to perform the Work in an expeditious and 
economical manner consistent with the best interests of the Work. 

(b) Design/Builder shall assist Owner in developing and maintaining a 
climate of understanding and good will with all Governmental Authorities, the local communities 
adjacent to the Project Site, unions, and the public at large. 

(c) Design/Builder shall generally advise and assist Owner in all matters 
concerning construction of the Arena and, upon request by Owner and to the extent it does not require 
Design/Builder to incur increased cost or time, provide general advice and assistance with regard to 
matters concerning the Project or the Development Project, which the Design/Builder, being familiar with 
the construction industry, might be consulted. 

(d) All recommendations to be provided by Design/Builder shall be rendered 
promptly and in writing; shall state, to the extent then known, the advantages and disadvantages of 
various courses of action and evaluate alternatives; and shall be in sufficient detail to enable Owner to 
analyze such recommendations and make informed decisions with respect thereto. 

Section 1.9 Ethical Obligations.  Design Builder shall not, without first obtaining 
Owner�s written approval: 

(a) contract with, or recommend that the Owner contract with, any firm or 
entity in which Design/Builder has a significant financial or other material interest; 

(b) undertake any activity or employment which would compromise 
Design/Builder�s professional judgment or otherwise prevent Design/Builder from serving the Arena�s 
best interests; 

(c) contract with any first tier Subcontractor employing in a management or 
ownership position, with respect to the Work, any immediate family member (including in-laws) of any 
officer or director of Design/Builder, without fully disclosing such relationship in writing at the time that 
bids are solicited.  Design/Builder shall include a clause similar to this Section 1.9(c) in its first tier 
Subcontracts; 

(d) allow any officer, director or manager of Design/Builder, to accept or 
approve any Subcontractor or Subcontract in connection with which that individual has a significant 
financial or other material interest known to Design/Builder.  Design/Builder shall make direct inquiry of 
any officer, director or manager involved in the acceptance or approval of Subcontractors or Subcontracts 
as to whether such individual has a significant financial or other material interest in such Subcontractor or 
Subcontract. 
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If Design/Builder becomes aware of any of the circumstances set forth in this Section, it shall 
promptly notify Owner in writing, and obtain Owner�s written approval before proceeding with the 
affected Work. 

Section 1.10 Key Employees. 

(a) Design/Builder shall assign (and cause to be assigned) to the Work the 
personnel identified in the organizational chart annexed hereto as Exhibit A.  The Owner has been 
induced to enter into this Agreement in reliance on Design/Builder�s representation that the Key 
Employees, so long as they remain employed by Design/Builder, will be assigned to the Work for such 
duration and/or phases of the Work as specified in Exhibit A or removed as provided in Section 1.10(e) 
below. 

(b) Of those individuals identified in Exhibit A, the Contract Manager, 
Project Executive, Project General Superintendent (Jeffrey Fisher, Mark Gladden, and Paul Wilson, 
respectively) are hereinafter referred to as �Key Employees.� 

(c) During the Design Phase, Design/Builder agrees that Chad Hobson shall 
devote one hundred percent (100%) of his time to the Work.  Furthermore, Jeffrey Fisher, Mark Gladden 
and Paul Wilson shall be assigned to the Work on a full time basis from and after commencement of the 
Design Phase Services. 

(d) Design/Builder agrees that the Contract Manager shall devote at least 
seventy-five percent (75%) of his time to the Work and shall be available on an as-needed basis and that 
furthermore, the Project Executive and Project General Superintendent shall be assigned to the Work on a 
full time basis from and after the commencement of the Construction Phase Services.  The Project 
Executive, Senior Project Manager and Project Superintendent shall, for purposes of this Section, be 
deemed to fall within the designation of �staff person�, as such term is used herein.  The Senior Project 
Manager shall be stationed at the Project Site until Substantial Completion of the Work in order to 
facilitate performance and completion of the Work in an expeditious and economical manner.  In addition 
to the above mentioned staff persons, Design/Builder shall also staff the Work with a team of persons 
acceptable to Owner.  Each person assigned to comprise said staff shall be subject to Owner's prior 
written approval. 

(e) It is expressly understood and agreed that Design/Builder (i) shall 
remove, at the request and reasonable discretion of Owner, any staff person assigned to the Work, (ii) 
shall propose substitutes, and obtain Owner's approval, for any staff persons assigned to the Work who 
either cease to be in Design/Builder's employ or are removed from the Work by reason of Owner's 
request, and (iii) shall not make any substitutions of staff persons beyond those included in (i) and (ii) 
above without first obtaining Owner's prior approval therefor, which approval shall not be unreasonably 
withheld, conditioned or delayed.  Owner�s subjective determination as to its ability to develop a good 
working relationship with a staff person of Design/Builder is a presumptively reasonable consideration 
for purposes of this paragraph. 

Section 1.11 Project Coordinator.  Design/Builder acknowledges that Owner has 
retained the Project Coordinator to provide certain coordination, administration and oversight services in 
connection with the construction of the Project.  The Project Coordinator is an independent contractor to 
Owner, not an agent or employee, and has the authority to act on behalf of Owner for the purposes of 
coordinating the construction of the Urban Experience and Subway Entrance with the construction of the 
Arena under (and strictly in accordance with) the terms of the project coordination agreement between 
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Owner and the Project Coordinator.  Nothing herein creates a contractual relationship between or any other 
duty or obligation owed by the Project Coordinator to Design/Builder or Design/Builder to Project 
Coordinator, as Project Coordinator�s services will be performed solely for the benefit of Owner.  
Notwithstanding anything to the contrary herein, the Project Coordinator shall have no authority to make 
changes to the Contract Documents, the GMP, or commit the Owner to any cost. 

ARTICLE II 
SCOPE OF WORK 

Section 2.1 Generally.  The scope of work to be performed by Design/Builder herein 
consists of the design and construction of the Arena, as further specified in the Contract Documents, 
including but not limited to all such labor, materials, services and equipment as may be required to 
complete the Arena in compliance with the Contract Documents (the �Work�).  The Arena shall be 
designed and constructed by Design/Builder in conformance with the terms of the Contract Documents.  
As Design/Builder develops the Phased Arena Design Documents, it is anticipated that the GMP 
Documents may be modified and adjusted as approved by Owner, in which event, design documents 
generated by Design/Builder after any such modification or adjustment shall comply with the GMP 
Documents as so modified or adjusted.  In regards to the scope of Work to be performed by or for 
Design/Builder, Design/Builder�s responsibilities for the design and construction of the Arena are limited 
to the Arena building itself, the foundation work to support the Arena building, and such other work 
specifically identified in Exhibit A; but expressly excluding the Urban Experience and Subway Entrance 
portions of the Project, which will be designed and constructed by Separate Contractors, with whom 
Design/Builder shall coordinate under Article XVIII of this Agreement.  (The portion of the Project Site 
upon which the Arena building sits, together with those specific portions of the Project Site identified in 
Exhibit A, is referred to herein as the �Arena Site.�) 

Section 2.2 Design Phase Services.  Commencing on the Effective Date, 
Design/Builder shall cause the design of the Arena to be advanced and completed in accordance with the 
requirements of the Contract Documents, including Section 9.5 below and Exhibit K to this Agreement, 
thereby developing the GMP Documents into a final set of Construction Documents (all of which services 
are referred to herein as the �Design Phase Services�). 

Section 2.3 Construction Phase Services.  All services to be provided by 
Design/Builder hereunder with respect to the construction of the Project (excluding the Design Phase 
Services) are herein referred to as the �Construction Phase Services�.  The scope of Work for 
Construction Phase Services shall include the work and services set forth in the Contract Documents, 
including Exhibit L to this Agreement.  The Construction Phase Services also include certain general 
conditions services and personnel to be provided by Design/Builder as identified in Tab 4 of Exhibit A to 
this Agreement (the �General Conditions Work�). 

ARTICLE III 
THE GUARANTEED MAXIMUM PRICE 

Section 3.1 The GMP.  The Guaranteed Maximum Price (�GMP�) is the maximum 
compensation to be paid Design/Builder hereunder, subject to adjustment as permitted by the express terms 
of the Contract Documents, for all Design Phase Services and Construction Phase Services, and includes 
the Design/Builder�s Construction Contingency and the cost of all Work necessary for a complete and 
proper design and installation, including all labor, material, services, supplies, consumables, equipment, 
overhead and other items required to complete the Work consistent with the Contract Documents.  The 
GMP also includes all shipping, transportation, and delivery costs with respect to materials, supplies and 
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equipment, all permits required to be obtained by Design/Builder under the Contract Documents, all 
warranties and guarantees to be provided under the Contract Documents, all federal, state and local sales 
and use taxes not subject to the exemption described in Exhibit N, and any duties, fees and royalties 
imposed with respect to such equipment, labor or services. 

Section 3.2 GMP Not Subject to Increase.  The GMP is all-inclusive and not subject to 
increase for any reason, except as otherwise permitted in the Qualifications and Assumptions or as otherwise 
permitted by the express terms of the Contract Documents.  

Section 3.3 Construction Contingency. 

(a) The Design/Builder�s Construction Contingency (the �Contingency�) 
consists of funds within the GMP that may be expended on Cost of the Work items that Design/Builder is 
required to incur in order to complete the Work. 

(b) Use of the Contingency to cover Cost of the Work items, as capped by 
the GMP, shall be at the reasonable discretion of the Design/Builder, subject to Owner�s approval for any 
single use of the Contingency that will exceed the lesser of: (a) twenty percent (20%) of the then-
remaining balance of the Contingency, or (b) One Million Dollars ($1,000,000).  Design/Builder shall 
identify for Owner any expenditure of the Contingency on the next month�s Application for Payment 
following Owner�s approval of such expenditure or, for uses of the Contingency that are not subject to 
Owner�s approval, on the next month�s Application for Payment following Design/Builder�s use of the 
Contingency. 

(c) Owner expressly acknowledges and agrees that specific line items within 
the GMP are not guaranteed by Design/Builder.  To the extent actual expenses incurred by 
Design/Builder exceed the amount designated in any particular line item, Design/Builder may use the 
Contingency to cover such deficiency.  To the extent actual expenses incurred by Design/Builder are less 
than the amount designated in any particular line item, such surplus shall become part of the Contingency.  
Design/Builder shall notify Owner of all such adjustments to the Contingency, and each monthly 
Application for Payment following such an adjustment shall clearly show the adjustment and the GMP 
line item to which it relates. 

Section 3.4 Owner�s Contingency.  The Owner may, but is not obligated to, establish 
its own contingency, outside of both the Arena Budget and the GMP, consisting of funds which may be 
used by the Owner for enhancements to the Arena at the sole discretion of the Owner. 

Section 3.5 Establishment of the GMP.  Based upon the GMP Documents identified in 
attached Exhibit A, including the Qualifications and Assumptions noted therein, Design/Builder and 
Owner agree that the GMP is hereby established as Four Hundred Seventy-Five Million, Seven 
Hundred Fifty-Five Thousand, Five Hundred Seven Dollars ($475,755,507).  The parties agree that the 
GMP Documents identified in Exhibit A shall be the basis of the design of the Arena and shall represent 
the intent of the parties.  Design/Builder acknowledges and agrees that the GMP stated above is sufficient 
to allow it to complete the design and construct the Arena, all in accordance with the terms and conditions 
of the Contract Documents. 
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ARTICLE IV 
CONTRACT AMOUNT 

Section 4.1 Contract Amount.  In consideration for Design/Builder�s performance of 
this Agreement, Owner agrees to pay, or cause to be paid, to Design/Builder, in accordance with the terms 
and conditions of Article XVII herein, Design/Builder�s Fee plus the Cost of the Work plus the Fixed 
General Conditions Expenses plus any applicable Shared Savings (collectively, the �Contract Amount�).  
The Contract Amount is subject to and shall not exceed the GMP. 

Section 4.2 Fixed General Conditions Expenses.  With respect to only those General 
Conditions items identified in Tab 4 of the attached Exhibit A as fixed general conditions tasks, the parties 
have agreed upon a fixed lump sum amount to compensate Design/Builder for such identified portions of 
the General Conditions Work in the amount of Twenty-One Million, Eight Hundred Eighty-Five 
Thousand, Eight Hundred Fifty-One Dollars ($21,885,851), and such amount (as it hereafter may be 
adjusted in accordance with the terms of the Contract Documents) is referred to herein as the �Fixed 
General Conditions Expenses.�  Payments of the Fixed General Conditions Expenses by Owner shall be 
made in accordance with the terms and conditions of Article XVII herein. 

Section 4.3 Cost of the Work.  The term �Cost of the Work� shall mean all costs 
actually and necessarily incurred by the Design/Builder in the proper performance of the Work, as set forth 
in subsections (a) through (h) below, excluding any costs to be paid as part of the Fixed General Conditions 
Expenses.  Such costs shall be at rates not higher than those customarily paid at the place of the Project 
except with the express consent of the Owner.  The Cost of the Work shall include only the following cost 
items incurred in performing the Work: 

(a) Labor Costs as follows: 

(i) Wages owed for the labor of all workers directly employed by 
the Design/Builder to perform the Work at the Project Site under the PLA, applicable collective 
bargaining agreements, or a salary, wage or hourly rate schedule agreed upon by Owner.  The 
Design/Builder shall not change agreed-upon salary, wage and hourly rate schedules without 
Owner�s express written consent (except for adjustments for union employees where the 
adjustment is contractually mandated by the applicable collective bargaining agreement); 

(ii) When expressly approved by Owner, wages or salaries of the 
Design/Builder�s supervisory and administrative personnel, to the extent they are performing any 
services with respect to the Work, and in accordance with the salary schedules agreed to by 
Owner and Design/Builder annexed hereto in Tab 4 of Exhibit A.  No home office personnel 
other than those identified in Tab 4 of Exhibit A may be charged as Costs of the Work.  The 
Design/Builder shall make no change in the approved salary schedules without Owner�s written 
approval.  The Design/Builder's supervisory or administrative personnel who are engaged at 
shops or on the road in expediting the production or transportation of materials or equipment in 
connection with the performance of the Work shall be considered to be stationed at the Project 
Site, and their salaries shall be paid for that documented portion of their time spent on 
performance of the Work.  Said employees of Design/Builder shall be paid on the basis of time 
cards and certified payrolls to which the Owner shall have ready access.  If a salaried employee 
who is fully chargeable to the Work spends any portion of his or her time working on another 
project so that such employee spends less than forty (40) hours during any particular week 
performing services in connection with performance of the Work, then Owner shall be entitled to 
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a credit, on a reasonable hourly charge basis, for the time spent by said employee on such other 
project during that week.  Owner shall be entitled to audit Design/Builder's records relating to 
said employee in order to determine the amount of an appropriate credit. 

(iii) Costs paid or incurred by the Design/Builder for payroll taxes, 
unemployment compensation, old age benefits, Worker�s Compensation and Employer�s Liability 
insurance, social security, and other standard contributions, assessments and benefits required by 
law or collective bargaining agreements, and, for personnel not covered by such agreements, 
customary benefits such as sick leave, medical and health benefits, holidays, vacations and 
pension, provided that such costs are based on wages and salaries included in the Cost of the 
Work under Section 4.3(a)(i) and Section 4.3(a)(ii) above.  Vacation and training costs for 
salaried employees shall be included in Cost of the Work on a prorated basis in proportion to the 
percentage of time in a year the employee actually spends working on the Arena. 

(b) Subcontracting and Consultant Costs, as follows: 

(i) Payments owed by the Design/Builder to Subcontractors for 
Work performed, provided such Work and payments are in accordance with the Contract 
Documents; 

(ii) Payments owed by the Design/Builder to the Architect of 
Record, the Design Team, or any other consultant retained by the Design/Builder in connection 
with the Work, provided such services and payments are in accordance with the requirements of 
the Contract Documents. 

(c) Costs of Materials and Equipment incorporated in the Work and not 
already compensated under Section 4.3(b), as follows: 

(i) Costs, including transportation, of materials and equipment 
incorporated into the Work (including Pre-Purchased Items procured by any Subcontractor or by 
Design/Builder and assigned to a Subcontractor) in accordance with the Contract Documents; and 

(ii) Costs of materials described in the preceding Section 4.3(c)(i) in 
excess of those actually installed but required to provide reasonable allowance for waste and for 
spoilage.  Unused excess materials, if any, shall be handed over to the Owner at the completion of 
the Work or, at the Owner�s option, shall be sold by the Design/Builder, and net amounts 
realized, if any, from such sales shall be credited to the Owner as a deduction from the Cost of the 
Work. 

(d) Costs of other Materials and Equipment, Temporary Facilities and 
related items not already compensated under Section 4.3(b), as follows: 

(i) Costs, including transportation, installation, maintenance, 
dismantling and removal, of materials, supplies, temporary facilities, machinery, equipment, and 
hand tools not customarily owned by the construction workers, which are provided by or for the 
Design/Builder in the performance of the Work.  The cost of items previously used by the 
Design/Builder shall mean the fair market value of such items in their used condition; 
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(ii) Net rental charges for temporary facilities, machinery, 
equipment and hand tools not customarily owned by the construction workers, which are 
provided by or for the Design/Builder, whether rented from the Design/Builder or others, and 
costs of transportation, installation, repairs and replacements, dismantling and removal thereof.  
Rates of equipment rented from the Design/Builder shall be at the then current market rates for 
such equipment; 

(iii) Costs of removal of debris from the Project Site; 

(iv) Reproduction costs, costs of facsimile transmissions and long-
distance telephone calls, postage and express delivery charges, telephone at the Project Site and 
reasonable petty cash expenses of the Project Site office; 

(v) That portion of the reasonable travel and subsistence expenses of 
the Design/Builder�s personnel, to the extent incurred while traveling in discharge of duties 
connected with the Work, subject to the restrictions in this Subsection.  Air travel shall be booked 
at the lowest available rate, coach class; provided, however, use of corporate aircraft shall be 
reimbursed at mutually agreed upon rates and only with Owner�s prior approval.  Rental cars 
shall be booked at the lowest available rate, mid-size or full-size vehicles only.  Use of 
Design/Builder�s (or its employees�) automobiles shall be reimbursed at the applicable rate 
established by the Internal Revenue Service.  Unless unavailable or otherwise approved by 
Owner, Design/Builder shall use reasonable efforts to find acceptable lodging at a cost of no 
greater than $250 per night, and (excluding entertainment authorized in advance by Owner) meals 
will be reimbursed at a cost of no greater than $75 per day;  

(e) Miscellaneous Costs, as follows: 

(i) That portion directly attributable to this Agreement of premiums 
for insurance and bonds (to the extent Design/Builder is required to furnish insurance and bonds 
hereunder), subject to the rates set forth in Tab 4 of Exhibit A; 

(ii) Sales, use or similar taxes imposed by a governmental authority 
which are related to the Work and for which the Design/Builder is liable notwithstanding the 
Sales Tax Exemption provided for this Project and described more fully in Exhibit N hereto; 

(iii) Fees and assessments for the building permit and for other 
permits, licenses and inspections for which the Design/Builder is required by the Contract 
Documents to pay; 

(iv) Fees associated with testing and inspections required by the 
Contract Documents, except those related to nonconforming Work (but including those for which 
payment is permitted by Section 4.3(h)); 

(v) Royalties and license fees incurred with Owner�s approval for 
the use of a particular design, process or product specified in or required by the Contract 
Documents; 

(vi) The cost of defending or settling suits or claims for infringement 
of patent or other intellectual property rights arising from the use of a particular design, process 
or product in the Contract Documents, but only to the extent such costs and payments cannot be 
recovered from the responsible member of the Design Team or any applicable insurance; 
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(vii) Data processing costs related to the Work; 

(viii) Deposits lost or insurance deductibles paid for reasons other than 
the Design/Builder�s negligence or failure to fulfill a specific responsibility to the Owner, as set 
forth in this Agreement; 

(ix) With the Owner�s prior written permission, legal, mediation and 
arbitration costs, other than those arising from Claims between the Owner and Design/Builder, 
reasonably incurred by the Design/Builder in the performance of the Work; 

(f) Other Costs incurred in the performance of the Work, if and to the extent 
expressly approved in writing by the Owner; 

(g) Costs incurred by the Design/Builder in taking action to prevent 
threatened damage, injury or loss in case of an emergency affecting the safety of persons and property; 
and  

(h) Costs incurred in repairing or correcting damaged or nonconforming 
Work executed by the Design/Builder or the Subcontractors, Architect of Record, the Design Team, other 
consultants or suppliers of Design/Builder, but only to the extent that the cost of repair or correction is not 
recovered by the Design/Builder from insurance, Subcontractors, Architect of Record, the Design Team 
or such other consultants or suppliers.  If, subsequent to Final Completion and at the Owner's request, 
Design/Builder incurs costs described in this Section 4.3(h) and not excluded by Section 4.7 to correct 
defective or nonconforming Work, Owner shall reimburse Design/Builder such costs on the same basis as 
if such costs had been incurred prior to Final Completion, to the extent the GMP is not exceeded.  The 
costs reimbursed under the preceding sentence shall be paid by Owner out of the Retained Shared 
Savings, if any, held in escrow under Section 17.7.  To the extent the Retained Shared Savings is 
insufficient to pay the costs incurred by Design/Builder described in this Section 4.3(h), Design/Builder 
shall repair or correct the damaged or nonconforming Work without reimbursement by Owner. 

Section 4.4 Costs Included.  The costs described in Section 4.3 shall be included in the 
Cost of the Work, notwithstanding any provision of the Contract Documents which may require the 
Design/Builder to pay such costs, unless such costs are excluded by the provisions of Section 4.7.  If not 
expressly set forth in Section 4.3, costs incurred in connection with the Work shall not be included in the 
Costs of the Work, except as otherwise expressly agreed to in writing by Owner. 

Section 4.5 Supporting Documentation.  To the extent requested by Owner and 
available to Design/Builder (using commercially reasonable efforts), Design/Builder shall furnish Owner 
with reasonable supporting documentation in connection with the Costs of the Work included in 
Design/Builder's monthly Application for Payment.  In addition, Design/Builder shall allow Owner to 
review and copy Project-related accounting records including, but not limited to, records relating to 
personnel salaries and wages, and personnel-related expenses. 

Section 4.6 Cost Control.  Design/Builder shall use its best professional efforts, skill 
and judgment to reduce the Cost of the Work incurred, consistent with the terms and conditions of this 
Agreement and sound business practice.  Owner reserves the right to audit the Cost of the Work and Fixed 
General Conditions Expenses in accordance with this Agreement (but Owner shall have the right to audit 
Fixed General Conditions Expenses only when required by ESDC or BALDC, or as permitted under 
Section 15.3(b)).  However Owner shall have no right to adjust any mutually agreed upon fixed lump sum 
amount based upon the findings of such an audit (except as provided in Section 15.3(b)).  The cost of any 
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such audit shall be borne by Owner.  However, if any such audit by Owner discloses that the actual Cost of 
the Work according to the accounting is less than the Cost of the Work submitted by Design/Builder, then 
Design/Builder shall pay to Owner the sum of the difference, or, at Owner's option, the sum of the 
difference shall be deducted from payments due to Design/Builder.  In addition, if the sum of this 
difference exceeds Two Hundred Fifty Thousand Dollars ($250,000), Owner may add its reasonable 
audit costs or the amount of the difference, whichever is less, to the sum due from Design/Builder.  If any 
such audit by Owner discloses that the actual Cost of the Work according to the accounting is greater than 
the Cost of the Work submitted by Design/Builder, then Owner shall pay to Design/Builder the difference. 

Section 4.7 Costs Excluded.  The Cost of the Work shall not include any of the 
following costs, and Owner has no obligation to reimburse Design/Builder for such costs: 

(a) Salaries or other compensation of any principals, executives, regional or 
branch office heads, or other officers of Design/Builder, except to the extent expressly included in Tab 4 
of Exhibit A or in Section 4.3 above; 

(b) Expenses of the Design/Builder�s principal office and offices other than 
the Project Site office, including overhead and general expenses, except as specifically provided in 
Section 4.3; 

(c) The Design/Builder�s capital expenses, including interest on the 
Design/Builder�s capital employed for the Work; 

(d) Rental costs of machinery and equipment, except as specifically provided 
in Section 4.3(d)(ii); 

(e) Losses, costs, judgments, settlements and expenses (including reasonable 
attorneys� fees and disbursements) incurred by Design/Builder in connection with any suit or claim for 
infringement of patent or other intellectual property rights arising from the use of a particular design, 
process or product in the Contract Documents, but only to the extent such costs are recovered from the 
responsible member of the Design Team or any applicable insurance (and are not reimbursable as Costs 
of the Work under Section 4.3(e)(vi)); and 

(f) New York State and New York City sales and compensating use taxes on 
any portion of the Work which is subject to exemption, as such exemption is described in Exhibit N and 
identified to Design/Builder through means of an exemption certificate, certificate of capital 
improvement, or other document evidencing the nature and scope of the exemption. 

Section 4.8 Design/Builder�s Fee.  The term �Design Builder�s Fee� shall mean the 
fixed lump sum amount of Eighteen Million Two Hundred Thousand Dollars ($18,200,000.00), as such 
amount hereafter may be increased in accordance with the terms of the Contract Documents.  The 
Design/Builder�s Fee is intended to compensate Design/Builder for all overhead (including home office 
personnel and expenses not otherwise reimbursable under Sections 4.2 and 4.3), profit, and excluded costs 
under Section 4.7 above, in regards to its performance of the Work hereunder.  Subject to Article XV of 
this Agreement and the GMP Documents annexed hereto as Exhibit A, in no event shall Design/Builder�s 
Fee be less than the fixed lump-sum established in this Section 4.8. 

Section 4.9 Allowances.  The GMP contains certain allowances for items of Work that 
Owner has agreed are not detailed enough for Design/Builder to provide a definitive price (�Allowances�).  
These Allowance items are identified in the GMP Documents attached as Exhibit A hereto.  Except to the 
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extent otherwise noted in the Contract Documents, all Allowances set forth in the GMP Documents cover 
the cost of materials and equipment delivered at the Project site, as well as all costs associated with such 
delivery, including, but not limited to, required taxes, costs for unloading and handling at the Project site, 
labor costs, installation costs, overhead and profit less applicable trade discounts.  If the Cost of the Work 
of any Allowance item is more or less than the Allowance set forth for that item in the GMP Documents, 
Design/Builder shall promptly notify Owner in writing and the GMP shall be adjusted accordingly by 
Change Order, which shall indicate the difference between the actual costs and the Allowances set forth in 
the GMP Documents. 

(a) The GMP Summary Sheet included in Exhibit A incorporates into 
the GMP an Allowance of Forty Million Dollars ($40,000,000.00) for the Exterior Façade (�Exterior 
Façade Allowance�).  To the extent the Cost of the Work associated with the Exterior Façade exceeds the 
Exterior Façade Allowance by Ten Million Dollars ($10,000,000.00) or less (the �Fee Collar�), 
Design/Builder is not entitled to the Design/Builder�s Fee mark-up or Fixed General Conditions Expenses 
mark-up set forth below in Sections 11.1(d)(i) and 11.1(d)(ii), respectively, with respect to the Fee Collar 
amount.  However, to the extent the Cost of the Work associated with the Exterior Façade exceeds the 
Exterior Façade Allowance by an amount greater than the Fee Collar, Design/Builder is entitled to the 
Design/Builder�s Fee mark-up and Fixed General Conditions Expenses mark-up set forth below in 
Sections 11.1(d)(i) and 11.1(d)(ii), respectively, with respect to the portion of such excess amount above 
the Fee Collar. 

Section 4.10 Cash Discounts/Rebates/Refunds.  All cash discounts, rebates and refunds 
obtained by the Design/Builder shall accrue to the Owner if the Owner satisfies the payment or other 
preconditions to obtaining such discounts, rebates or refunds.  To the extent known, Design/Builder shall 
promptly inform the Owner of the availability of any cash discount, rebate or refund so as to afford the 
Owner the opportunity to obtain same, if Owner so elects.  If Owner declines to obtain such discounts, 
rebates or refunds, they shall accrue to Design/Builder.  Trade discounts, rebates, refunds and amounts 
received from sales of Surplus Materials and Equipment shall accrue to the Owner, and Design/Builder 
shall take such steps as are commercially reasonably necessary to ensure the Owner receives credit for the 
foregoing.  Amounts which accrue to the Owner in accordance with the provisions of this Section shall be 
credited to the Owner as a deduction from the Cost of the Work. 

Section 4.11 Accounting Records.  The Design/Builder shall keep full and detailed 
accounts and exercise such controls as may be reasonably necessary for proper financial management 
under this Agreement.  The Owner, BALDC, ESDC, EDC, the City and their accountants shall be afforded 
reasonable access to the Design/Builder�s records, books, correspondence, instructions, drawings, receipts, 
Subcontracts, Purchase Orders, vouchers, memoranda and other data relating to the GMP, including the 
Cost of the Work, Design/Builder�s Fee, any Change Order or Construction Change Directive, issued in 
accordance with the procedures set forth herein, and the Design/Builder shall preserve these for a period of 
three (3) years after final payment, or for such longer period as may be required by law.  Notwithstanding 
anything herein to the contrary, the parties acknowledge that mutually agreed upon fixed lump sum 
amounts shall not be subject to adjustment based upon the findings of such an audit (except as provided in 
Section 15.3(b). 

Section 4.12 Sales Taxes.  Design/Builder shall utilize the sales and compensating use 
tax exemption provided by BALDC (and described further in Exhibit N) in accordance with the terms and 
conditions of this Agreement.  If, and to the extent that, this tax exemption is inapplicable and 
Design/Builder is obligated by law to pay sales or compensating use taxes in connection with the Work, 
notwithstanding Design/Builder�s compliance with the requirements of Exhibit N, Owner shall indemnify 
and hold Design/Builder harmless against any liability for such sales or compensating use taxes and any 
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penalties, assessments or other amounts due to the taxing authorities.  However, to the extent 
Design/Builder fails to comply with the requirements of this Agreement relating to the sales and 
compensating use tax exemption, or uses such exemption improperly, Design/Builder shall indemnify and 
hold Owner harmless against any penalties, assessments or other amounts due to the taxing authorities.  A 
provision substantively identical to the preceding sentence shall be included in every Subcontract entered 
into by Design/Builder for the Work. 

ARTICLE V 
BONDS 

Section 5.1 Payment and Performance Bonds.  The parties acknowledge and agree that 
Design/Builder is not required to provide a performance bond or payment bond.  However, Design/Builder 
shall require any Subcontractor directly in contract with Design/Builder (i.e., only first tier Subcontractors) 
to provide a performance and payment bond in an amount equal to its Subcontract price.  Additionally, 
Design/Builder has the right to require any other Subcontractor to provide a performance and payment 
bond.  All Subcontractor performance and payment bonds shall name Owner and Design/Builder as co-
obligees thereunder and, if required by Owner, BALDC, ESDC, Bond Trustee and/or the City, as 
additional obligees on a dual obligee rider reasonably acceptable to Owner.  The bonds will be in the form 
attached hereto as Exhibit B.  The Subcontractors� bonds shall each be written through a surety company 
(a) authorized to do business in the State of New York, (b) having a rating of not less than "A-" in the latest 
version of Best's Insurance Guide, published by A.M. Best & Company, (c) having a financial size 
category of "X" or higher, as rated by A.M. Best Company; and (d) listed by the United States Treasury 
Department as acceptable for bonding Federal projects.  The bond amount shall be within the limit set by 
the Treasury Department as the net limit on any single risk for that surety.  If not, the surety shall arrange 
for a co-surety as necessary to meet the Treasury Department�s underwriting limitations in writing the 
bond.  The Subcontractor bonds shall serve as security for the faithful performance of the work required of 
the Subcontractor under its Subcontract with Design/Builder, including any maintenance, warranty and 
guarantee obligations contained therein, and for the payment of all Persons performing labor or furnishing 
materials in connection with the Subcontractor�s portion of the Work. 

ARTICLE VI 
DESIGN/BUILDER REPRESENTATIONS, 

COVENANTS AND WARRANTIES 

Section 6.1 Material and Equipment.  The Design/Builder warrants to the Owner that 
all materials and equipment furnished under this Agreement and installed into the Arena will be of good 
quality and new (unless expressly authorized, approved or directed by Owner), free from improper 
workmanship and defective materials not inherent in the quality required by Owner, and in conformance 
with the requirements of the Contract Documents.  All Work not conforming to these requirements, 
including Substitutions not properly approved, may be considered defective, and must be corrected or 
replaced by Design/Builder.  Owner's option to purchase extended warranty coverage for materials and 
equipment shall be considered and brought to Owner�s attention by Design/Builder and, if required by 
Owner, shall be included in the applicable Bid Documents and/or Purchase Orders issued by 
Design/Builder in carrying out the Work. 

Section 6.2 Design Services.  With respect to the design portion of the Work, 
Design/Builder agrees that the professional design services furnished hereunder shall be performed in a 
manner consistent with the professional skill and care ordinarily provided by comparable architects and 
engineers practicing in the same or similar locality on sports and entertainment venues similar in scope and 
complexity to the Arena. 
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Section 6.3 Return and Repair Guarantee. 

(a) Design/Builder shall guarantee (and require all Subcontractors to 
guarantee) the Work against any defects in workmanship or materials for a period of one (1) year 
following the date of achievement of Substantial Completion of the Work.  Under this warranty, 
Design/Builder hereby agrees to repair, replace, or otherwise make good, without delay, any defective or 
non-conforming part of the Work identified by Owner, whether due to faulty materials or manufacture, 
construction, installation, the failure of any equipment to perform in accordance with the requirements of 
the Contract Documents or otherwise (but not due to the fault of Owner).  Except for damage to be 
covered by any property insurance applicable to the Arena, Design/Builder shall also repair, replace or 
otherwise make good any damage to any part of the Arena caused by such defective or non-conforming 
part of the Work. 

(b) If the Design/Builder achieves Substantial Completion of a discrete 
building system, the warranties in connection with that building system will commence to run on the 
earlier of the date that Owner: (i) issues written approval and acceptance of such system; or (ii) 
commences the use of the system for its intended purpose.  Start-up and testing of equipment under 
Owner�s Commissioning Plan shall not constitute use of the system for its intended purpose under 
subsection �(ii)� of the preceding sentence.  Owner shall give written notice to Design/Builder promptly 
after discovery of an item of defective or non-conforming Work.  Notwithstanding the foregoing and in 
recognition that Design/Builder is required to include guarantees of the type contained in Subcontracts, if 
the Owner agrees in writing (in its sole discretion) to the inclusion in a specific Subcontract of a period of 
guaranty which has a duration of less than one (1) year, then the obligation of Design/Builder under this 
Section with respect to the Work of such Subcontractor shall be applicable only for the shorter period 
contained in the Subcontract. 

Section 6.4 No Effect on Limitations Period.  Nothing contained in this Article 
establishes a period of limitation with respect to any other obligation that Design/Builder might have under 
the Contract Documents.  The establishment of the time periods noted in Section 6.3, or such longer period 
of time as may be prescribed by Applicable Laws, Rules and Regulations, or by the terms of any warranty 
required by the Contract Documents, relates only to the specific obligation of the Design/Builder and the 
appropriate Subcontractor to correct the Work, and has no relationship to the time within which the breach 
of the obligation of the Design/Builder or any Subcontractor to comply with the Contract Documents may 
be enforced.  Nor is the time within which proceedings may be commenced to establish Design/Builder's 
liability with respect to Design/Builder's obligations under this Agreement affected by the provisions of 
Section 6.3. 

Section 6.5 Damage Not Covered by Warranty.  Notwithstanding anything herein to 
the contrary, the Design/Builder�s warranties and guarantees hereunder exclude remedy for damage or 
defect caused by abuse, modifications not executed by or for Design/Builder, improper or insufficient 
maintenance, improper operation or normal wear and tear under normal usage. 

ARTICLE VII 
SCHEDULE AND TIME FOR PERFORMANCE 

Section 7.1 Arena Schedule.  Attached to this Agreement as Exhibit O is a detailed 
schedule for the Work (the �Arena Schedule�).  That Arena Schedule is subject to adjustment and update 
strictly in accordance with the terms and conditions of the Contract Documents.  The Arena Schedule will 
serve as the baseline schedule for the Work.  The Arena Schedule shall be maintained in a CPM Gantt 
chart format, and show the activities of Owner, Design/Builder (including the Design Team and 
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Subcontractors), and proposed activity sequences, durations and Milestone Dates for major design and 
construction activities, including Owner�s Submittal response times and occupancy requirements and the 
date for Substantial Completion of the Work.  This Arena Schedule provides (and is required to provide, as 
adjusted) for the expeditious and practicable execution of all Work required by the Contract Documents to 
complete the Design Phase Services and Construction Phase Services by the Substantial Completion Date.  
Design/Builder shall notify Owner as to any adjustment or modification to the Arena Schedule, as 
permitted pursuant to the terms of the Contract Documents.  

(a) Design/Builder represents that the Substantial Completion Date and 
durations for the Work as shown in the Arena Schedule are achievable, and that Design/Builder shall 
schedule the Work (including the Design Phase Services) so it is performed within the time periods and 
by the Milestone Dates (including the Substantial Completion Date) provided in that schedule, subject to 
adjustments as required by the terms of the Contract Documents.  The Arena Schedule establishes the 
period of time for achievement of Substantial Completion of the Work (subject to the schedule 
contingencies identified in the Qualifications and Assumptions in the GMP Documents), and such period 
shall begin to run as of the date of commencement of Construction Phase Services set forth in the Notice 
to Proceed to be issued by Owner.  Owner shall issue the Notice to Proceed when the following 
conditions have been met: (1) Owner has provided Design/Builder with proof of its Project financing as 
required under Section 9.3 below; (2) permits required to commence the excavation and foundation 
portions of the Construction Phase Services have been issued by the appropriate Governmental 
Authorities; and (3) access to the Project Site is provided to Design/Builder as required under Section 
9.10 below.  Owner acknowledges that the GMP has been established assuming the date of 
commencement of the Construction Phase Services shall be set so that it occurs no later than December 
31, 2009. 

(b) The Design/Builder shall refine and update the Arena Schedule on a 
monthly basis as the Design Phase Services and Construction Phase Services proceed, and submit the 
revised Arena Schedule to Owner for review and comment.  Design/Builder shall consider, but is not 
obligated to adopt, Owner�s comments to the Arena Schedule, since, as between Owner and 
Design/Builder, Design/Builder is solely responsible for the means, methods, coordination and 
sequencing of the Work.  By reviewing and commenting on the schedule, Owner undertakes no 
responsibility or liability to Design/Builder, and provides its comments solely as the end-user of the 
Arena with an interest in the timely performance of the Work.  The Arena Schedule shall reflect all 
approved Change Orders and Construction Change Directives, and time periods contained therein shall be 
calculated using calendar days.  Adjustments to the Substantial Completion Date and Final Completion 
Date are prohibited except as permitted or required by the express terms of the Contract Documents.  
When adjustments or modifications are made to the Arena Schedule under this Section, the revised Arena 
Schedule shall supersede and replace the previous Arena Schedule. 

Section 7.2 Schedule Compliance.  The Design/Builder shall promptly and diligently 
perform, or caused to be performed, and coordinate the Work in accordance with the Arena Schedule and 
the Milestone Dates set forth in the Arena Schedule.  The Work shall be: (1) Substantially Completed on or 
before the Substantial Completion Date as set forth in the Arena Schedule; and (2) Finally Completed on or 
before the Final Completion Date as set forth in the Arena Schedule.  The timely performance of 
Design/Builder�s and Owner�s obligations under the Contract Documents is of the essence of this 
Agreement. 



 
D-18 

 

Section 7.3 Means and Methods/Coordination. Design/Builder shall be responsible for 
all construction and design means, methods, techniques, sequences, and procedures, as well as coordination 
of all portions of the Work under the Contract Documents.  Owner�s review of Design/Builder�s means, 
methods, techniques, sequences, or procedures shall not relieve Design/Builder of its responsibilities under 
this Section or the Agreement. 

Section 7.4 Requirements for Substantial Completion.  The Work (or a designated 
portion thereof) shall be deemed Substantially Complete on the date when all of the following events or 
conditions have occurred or been expressly waived: 

(a) Owner may use and occupy the Arena (or its designated portion) without 
interference for its intended purpose under this Agreement.  (Owner is required to provide Design/Builder 
reasonable and timely access to any such portion of the Arena being utilized or occupied by Owner in 
order for Design/Builder to achieve Final Completion of the Work (or any designated portion thereof), 
and such access shall not be deemed interference under this Section).  For purposes of this Section, the 
intended purpose of the Arena is to host public events, such as NBA professional basketball games, 
concerts, collegiate sporting events, the circus, or similar events requiring the arena to be fully open to the 
public; 

(b) Only Punchlist items, if any, remain incomplete, provided said Punchlist 
items do not unreasonably interfere with Owner's use and occupancy.  (Owner acknowledges and agrees 
that it is required to provide Design/Builder reasonable and timely access to any portion of the Arena 
necessary for Design/Builder to complete such Punchlist); 

(c) The Architect of Record has issued a Certificate of Substantial 
Completion; and 

(d) The appropriate local governmental authority has issued a Temporary 
Certificate of Occupancy for the Arena.  However, the Design/Builder will be relieved from this pre-
condition to achieving Substantial Completion if the Temporary Certificate of Occupancy has not been 
issued because of the fault of Persons other than Design/Builder, the Design Team, Subcontractors or 
others for whom the Design/Builder is responsible under this Agreement. 

Section 7.5 Requirements for Final Completion.  The Work shall be deemed to have 
reached Final Completion on the date when Owner has received evidence reasonably satisfactory to Owner 
indicating that the following events or conditions have occurred: 

(a) All Work (including all items set forth on the Punchlist), has been fully 
and satisfactorily completed in a good and workmanlike manner, in conformance with the Contract 
Documents, including required governmental construction approvals and certificates of occupancy for the 
Arena; 

(b) All required receipts, general releases, final waivers and releases of lien 
(in the form set forth in Exhibit E), affidavits, guarantees, warranties, consents of sureties, As-Built 
Drawings, operating and maintenance manuals, keys, required permits and certificates, and any other 
documents required under the Contract Documents for delivery at Final Completion have been issued and 
delivered to Owner by Design/Builder. 
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Section 7.6 Delays and Time Extensions.  Design/Builder shall be entitled to an 
extension of the Substantial Completion Date and Final Completion Date established by the Arena 
Schedule (a �Time Extension�) only to the extent Delays in performance of the Work are Excusable 
Delays or Owner-Caused Delays that adversely impact activities on the Critical Path of the Arena 
Schedule.  For concurrent Delays, (i.e., a Delay for which Design/Builder is entitled to a Time Extension 
occurs during the same period of time as a Delay for which Design/Builder is not entitled to a Time 
Extension), Design/Builder shall be entitled to a Time Extension without adjustment to the GMP.  
Design/Builder will not be entitled to a Time Extension for: 

(a) Delays in activities that do not adversely impact the Critical Path of the 
Arena Schedule; or 

(b) Delays to the extent caused by the fault, error, omission, or negligence of 
Design/Builder, the Design Team, Subcontractors, or anyone directly or indirectly employed by them for 
whom they are responsible (a �Design/Builder Delay�).  However, Design/Builder is entitled to a Time 
Extension and a corresponding adjustment to the GMP to the extent a Delay or costs resulting from a 
Design/Builder Delay, including costs to accelerate the Work under Section 7.9(a), are caused by a 
casualty event covered and paid by property insurance referenced in Exhibit H.  If Owner fails to 
maintain the property insurance as specified in this Agreement, or fails to comply with the requirements 
of the next sentence, and a Delay or costs resulting from a Design/Builder Delay caused by a casualty 
event would have been covered but-for such failure, Design/Builder is entitled to a Time Extension and a 
corresponding adjustment to the GMP (including the Fixed General Conditions Expenses).  Owner must 
undertake all commercially reasonable efforts to ensure that its insurer actually covers any claim covered 
under the terms of the property policy, which efforts include timely providing notice to the insurer of any 
claim or potential claim, paying the premiums for such insurance, cooperating with the insurer�s 
investigation of any claim, and, in the case of a wrongful denial of coverage by the insurer, bringing any 
legal proceeding or other action necessary to secure coverage and prosecuting such action diligently, in 
good faith, and through all available appeals. 

If Design/Builder is entitled to a Time Extension under this Section, it shall be documented by written 
Change Order in accordance with Section 11.1.  As used herein, the term �Excusable Delay� shall mean 
any Delay to the Work to the extent it is caused by one or more of the following conditions: 

(c) Labor strikes (including strikes affecting transportation) that directly 
affect the progress of the Work, except to the extent the strike is due to the fault or neglect of 
Design/Builder or anyone for whom Design/Builder is responsible (including failing to enforce the terms 
of the PLA); 

(d) Acts of the public enemy, war, civil unrest, terrorism, sabotage, and acts 
of the State, Federal or local governments in their sovereign capacity.  However, in no event shall acts of 
the State, Federal or local governments in their proper and reasonable enforcement of any Applicable 
Laws, Rules and Regulations relating to Design/Builder's performance of the Work constitute an 
Excusable Delay, unless the cause of such enforcement is not due to the fault or neglect of Design/Builder 
or anyone for whom Design/Builder is responsible; 

(e) Acts of God, such as tornado, fire, hurricane, windstorm, blizzard, 
earthquake, typhoon, flood, severe adverse weather conditions or epidemic; 
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(f) Delays incurred pending resolution of a Claim, but only when 
Design/Builder is otherwise entitled by the Contract Documents to a Time Extension or to delay 
performance because of a Claim; 

(g) Any Delay under the express terms of the Contract Documents for which 
Design/Builder�s sole remedy is a Time Extension; or 

(h) Any other Delay expressly approved by Owner in writing. 

Any Excusable Delay under subparts (c), (d), and (e) above is also sometimes referred to herein as a 
�Force Majeure Delay�.  For any single Force Majeure Delay which exceeds twenty-seven (27) 
consecutive calendar days in duration, Design/Builder shall be entitled to both a Time Extension and 
equitable adjustment to the GMP for the twenty-eighth (28th) day and afterward for such Force Majeure 
Delay.  Provided, however, notwithstanding anything herein to the contrary, when the cumulative number 
of Excusable Delay days for Force Majeure Delays exceeds fifty-four (54) calendar days in the aggregate, 
Design/Builder shall be entitled to both a Time Extension and equitable adjustment to the GMP for the 
fifty-fifth (55th) day and afterward for Force Majeure Delays. 

As used herein, the term �Owner-Caused Delay� shall mean any Delay to the Work caused by one or 
more of the following conditions: 

(i) Changes in the Work that are requested by Owner under Section 11.1 or 
otherwise required by the express terms of the Contract Documents; 

(j) The fault, neglect or other negligent or wrongful act or omission (not 
permitted by the terms of the Contract Documents) of Owner or anyone for whom Owner is responsible 
(excluding Design/Builder) that causes a Delay in the Work; 

(k) The acts of Separate Contractors, except such acts as are permitted by the 
terms of the Contract Documents; or  

(l) Any Delay under the express terms of the Contract Documents for which 
Design/Builder is entitled to a Time Extension and an equitable adjustment to the GMP (including under 
the second and third sentences of Section 7.6(b) above). 

Each request by Design/Builder for a Time Extension shall be made by written notice to Owner within ten 
(10) business days after Design/Builder has actual knowledge of the occurrence of an Owner-Caused 
Delay or Excusable Delay, which written notice shall, to the extent then known by Design/Builder, set 
forth the circumstances or activities that are the basis for the Owner-Caused Delay or Excusable Delay.  
Within forty-five (45) days after the end of the circumstances or activities constituting the Owner-Caused 
Delay or Excusable Delay or forty-five (45) days after Design/Builder has provided Owner the above 
referenced ten (10) business day notice, whichever is later, Design/Builder shall submit a reasonably 
detailed, written Claim for a Time Extension related to such Delay.  This written Claim shall include: (i) 
Design/Builder�s reasonably detailed explanation for its Time Extension request; (ii) an estimate of the 
then known probable effect of such Delay; and (iii) such supporting evidence reasonably available at the 
time and as Owner may deem reasonably necessary for a determination whether Design/Builder is entitled 
to a Time Extension under the provisions of this Agreement.  If Design/Builder is entitled to a Time 
Extension per the Contract Documents, the determination as to the total number of days of the Time 
Extension shall be based upon a CPM schedule analysis of the then current Arena Schedule and on all 
relevant data.  If Design/Builder fails to submit, within the time frames required herein, either the written 
notice required by the first sentence of this paragraph or the written Claim required under the second 
sentence of this paragraph, Design/Builder�s request for a Time Extension shall be deemed waived. 
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Section 7.7 Compensation for Excusable Delays.  The Time Extension provided for in 
Section 7.6 above shall be Design/Builder's sole and exclusive remedy for Excusable Delays, except for 
Project insurance claims or as otherwise specified in Section 7.6.  Except to the extent payable by any 
applicable Project insurance, Design/Builder is not entitled to any lost profits, consequential damages or 
any other damages in connection with Excusable Delays, and Design/Builder hereby expressly waives its 
right to recover any such damages.  However, Design/Builder may access the Contingency in order to 
recover any increase in Cost of the Work and Fixed General Conditions Expenses associated with the 
Excusable Delays, to the extent such costs are not otherwise paid to Design/Builder under this Agreement.  
For purposes of this Section, amounts within deductibles or self-insured retentions on Project insurance 
policies are not deemed payable by insurance. 

Section 7.8 Compensation for Owner-Caused Delays.  The Time Extension provided 
in Section 7.6 above and the compensation specified in this Section shall be Design/Builder�s sole and 
exclusive remedies for Owner-Caused Delays.  Design/Builder shall be entitled to recover reasonable, 
documented increases in the Cost of the Work incurred as a result of Owner-Caused Delays, plus 
Design/Builder�s Fee, and the mark-up for Fixed General Conditions Expenses thereon, all in accordance 
with and subject to the Change Order pricing set forth in Article XI below. 

Section 7.9 Acceleration of the Work. 

(a) In the event of an Excusable Delay or an Owner-Caused Delay, 
Design/Builder shall promptly take appropriate action to regain the Arena Schedule to the extent it does 
not require Design/Builder to incur additional cost or expense.  If requested by Owner, Design/Builder 
shall submit a written Recovery Plan that (1) describes how Design/Builder intends to reorganize, re-
sequence and/or Accelerate the Work to mitigate Delays and their impact on the Arena Schedule, and (2) 
demonstrates the manner and extent in which the lost time in the Arena Schedule may be regained.  
However, if Design/Builder would otherwise be entitled to a Time Extension under Section 7.7 or Section 
7.8, to the extent reasonably practicable, Owner may elect to require Design/Builder to Accelerate the 
Work to regain the Arena Schedule in lieu of granting the Time Extension.  Design/Builder�s costs of 
accelerating the Work under the preceding shall be compensated under the terms of Article XI of this 
Agreement. 

(b) In the event of a Design/Builder Delay, Owner has the right to require 
Design/Builder to, without increase in the GMP, submit a written Recovery Plan and take corrective 
measures to Accelerate the progress of the Work, including (1) working additional shifts or overtime, (2) 
supplying additional manpower, equipment and facilities, and (3) other similar measures, as necessary to 
regain the Arena Schedule.  Such Acceleration measures shall continue until the progress of the Work 
complies with the requirements of the Arena Schedule.  This right can be exercised by Owner as 
frequently as necessary to ensure that Design/Builder�s performance of the Work complies with the Arena 
Schedule.  Design/Builder may access the Design/Builder�s Construction Contingency to recover costs 
incurred by Design/Builder as a result of Owner exercising its right under this Section 7.9(b). 

Section 7.10 Liquidated Damages. 

(a) If Design/Builder fails to achieve Substantial Completion of the Work on 
or before the Substantial Completion Date as that period of time may be adjusted pursuant to the terms of 
the Contract Documents, Design/Builder shall pay Owner, as Owner�s sole and exclusive remedy for all 
Delay related damages, the sum of Fifty Thousand Dollars ($50,000) per day for the number of days 
beyond the adjusted Substantial Completion Date that it takes Design/Builder to achieve Substantial 
Completion.  Such sum shall be paid as liquidated damages and not as a penalty, it being agreed by the 
parties that Owner�s actual damages as a result of any such Delay in achieving Substantial Completion of 
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the Work would be difficult to prove with certainty and the amount stated herein is a reasonable estimate 
of such damages.  Further, notwithstanding anything in the Contract Documents to the contrary, in no 
event shall the total amount of liquidated damages for which Design/Builder may be liable for hereunder 
exceed the total cumulative sum of one-half of the Design/Builder�s Fee actually paid to Design/Builder.  
As of the date Owner holds the Opening Event, Design/Builder shall be deemed to have achieved 
Substantial Completion of the Work solely for the purposes of assessing Liquidated Damages hereunder. 

(b) Solely as security for Design/Builder�s obligation to pay liquidated 
damages under Section 7.10(a) above and as security for an insolvency event as noted below, 
Design/Builder shall furnish, contemporaneously with the commencement of the Construction Phase 
Services (i.e., the commencement date set forth in the Owner�s notice to proceed under Section 7.1(a) 
above), a standby letter of credit in the amount of One Million Dollars ($1,000,000) issued by a New 
York Clearing House member bank (the �Letter of Credit�).  The Letter of Credit shall name Owner as 
beneficiary and shall be in the form attached hereto as Exhibit S.  Design/Builder shall be reimbursed, as 
a Cost of the Work, the cost of the Letter of Credit, said cost being the sum of One Hundred Eight 
Thousand, One Hundred Ten Dollars ($108,110) accrued as provided in the chart below: 

Date Increase Balance Cost 

1/1/2010 $1,000,000 $1,000,000 $4,959 

7/1/2010 $1,000,000 $2,000,000 $10,082 

1/1/2011 $2,000,000 $4,000,000 $19,836 

7/1/2011 $2,000,000 $6,000,000 $30,247 

1/1/2012 $2,000,000 $8,000,000 $13,151 

3/1/2012 $1,000,000 $9,000,000 $29,836 

Total $108,110 

(i) The amount of this Letter of Credit shall be increased by 
Design/Builder to the following total aggregate amounts on the dates specified: (1) Two Million 
Dollars ($2,000,000) on or before July 1, 2010; (2) Four Million Dollars ($4,000,000) on or 
before January 1, 2011; (3) Six Million Dollars ($6,000,000) on or before July 1, 2011; (4) Eight 
Million Dollars ($8,000,000) on or before January 1, 2012; and (5) Nine Million Dollars 
($9,000,000) on or before March 1, 2012.  Design/Builder shall furnish Owner with documentary 
evidence of each required increase in the sum of the Letter of Credit within five (5) business days 
after the dates specified for the increases.  Failure to provide such evidence within the time 
required shall constitute an Event of Default under Section 15.1(a) below. 

(ii) The Letter of Credit shall be maintained until it is completely 
drawn or it expires or terminates pursuant to, and strictly in accordance with, the terms of this 
Section 7.10(b), whichever occurs first.  The term of the Letter of Credit shall provide for an 
expiration date that is thirty (30) days after Design/Builder achieves Substantial Completion of 
the Work (�LD Term�).  Upon expiration of the LD Term, Owner shall promptly return the 
Letter of Credit to the issuing bank, together with a letter on Owner�s letterhead acknowledging 
its cancellation. 
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(iii) Owner shall have the right to draw on the Letter of Credit to the 
extent liquidated damages are assessed against Design/Builder pursuant to Section 7.10(a).  
Owner shall apply such proceeds to pay such liquidated damages.  To the extent any such 
liquidated damages assessment is found to be improper or Design/Builder ultimately is not held 
liable for any such assessment, such amounts shall be promptly refunded to Design/Builder by 
Owner. 

(iv) Owner may draw down the entire amount of the Letter of Credit 
in the event the following two (2) conditions precedent are satisfied: 

1) Design/Builder files a voluntary action for insolvency, or an 
involuntary action for insolvency is filed against 
Design/Builder and Design/Builder does not contest such 
action; and 

2) Design/Builder is terminated by Owner for default in 
accordance with the terms of Section 15.1(b). 

(v) The Letter of Credit shall require the issuing bank to give Owner 
and Design/Builder at least thirty (30) days prior written notice of any intention to cancel or 
terminate the Letter of Credit prior to the expiration of the LD Term.  If Owner receives such 
written notice from the issuing bank, and Design/Builder does not furnish a replacement Letter of 
Credit meeting the requirements of this Section 7.10(b) at least fifteen (15) days prior to the 
cancellation or termination date set forth in the bank�s written notice, Owner may immediately 
draw upon the full amount of the Letter of Credit and shall hold such amount in trust in a 
segregated, interest bearing account in Chase Bank, N.A., or such other financial organization 
that is mutually acceptable to Owner and Design/Builder.  Owner shall apply all such held 
proceeds in strict accordance with the provisions of this Section 7.10(b), with any remaining 
balance (including accrued interest) being promptly refunded by Owner to Design/Builder.  If 
Design/Builder provides Owner with a replacement Letter of Credit meeting the criteria set forth 
herein, Owner shall return the proceeds drawn to Design/Builder. 

(vi) In the event of a termination for convenience under Section 15.3 
below or a termination by Design/Builder under Section 15.2, and provided Design/Builder is not 
in default of its obligations under Section 15.3, Owner shall promptly return the Letter of Credit 
to the issuing bank, together with a letter on Owner�s letterhead acknowledging its cancellation. 

(c) Owner acknowledges that these liquidated damages are Owner�s sole and 
exclusive remedy for all Delay related damages.  However, nothing herein shall be construed as a limit on 
any insurance company�s obligation under any applicable Project-specific insurance policy or its policy 
limits.  Design/Builder acknowledges that these liquidated damages are not a limitation on any other 
direct damages, if any, that may be incurred by Owner due to a default by Design/Builder under the 
Contract Documents and that are not the result of Delay. 

Section 7.11 Early Completion Bonus.  On or before November 1, 2011, senior 
management representatives from Owner and Design/Builder shall meet to assess the progress of the Work 
to determine an Opening Event Date.  If the parties agree that it may be possible for Owner to schedule the 
Opening Event prior to the Substantial Completion Date and the Opening Event is then scheduled and held 
prior to the Substantial Completion Date, then Design/Builder shall be deemed to have achieved 
Substantial Completion of the Work for the purpose of Section 7.10 above and this Section 7.11, and 
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Owner shall pay Design/Builder an early completion bonus in the amount of Twenty Five Thousand 
Dollars ($25,000) for each day such early Substantial Completion is achieved; provided, however, the total 
cumulative sum of any such early completion bonus shall not exceed One Million Dollars ($1,000,000).  
Any such agreement of the parties as to the scheduling by Owner of the Opening Event prior to the 
required Substantial Completion Date shall be set forth in a Change Order, which Change Order shall 
reflect all of the terms and conditions of the agreement between the parties in regards to this early 
completion bonus. 

ARTICLE VIII 
DESIGN/BUILDER RESPONSIBILITIES 

Section 8.1 Licenses and Permits. Design/Builder shall, with the cooperation and 
assistance of the Owner, secure all licenses, permits and governmental approvals which are identified in the 
GMP Documents.  Owner is responsible for securing all other necessary or required licenses, permits and 
governmental approvals for the Arena. 

Section 8.2 Resources.  Design/Builder shall provide all materials, equipment, 
supervision, inspection, testing, labor, tools and specialty items necessary to execute and complete the 
performance of the Work unless otherwise specified as Owner�s responsibility herein. 

Section 8.3 Responsibility for Work.  Notwithstanding any requirements herein for 
Owner�s review, inspection or approval, the parties acknowledge and agree that Design/Builder shall be 
responsible and liable for the proper performance of the Work as provided for herein. 

Section 8.4 Notices and Compliance with Law.  As they pertain to the performance of 
the Work, Owner has reviewed and is familiar with all governmental development, master plans and other 
development or financing requirements in regards to the Work (including those requirements in the 
Development Agreement, Ground Lease Arena Lease and Bond Documents), and has advised 
Design/Builder of all such requirements as set forth in Exhibit J and Exhibit N hereto.  Design/Builder 
shall be responsible for giving all notices and for complying with all Applicable Laws, Rules and 
Regulations and lawful orders of any public authorities having jurisdiction over the Project with respect to 
the performance of the Work.  The GMP and the Substantial Completion Date are based upon the 
Applicable Laws, Rules and Regulations in effect on the date this Agreement is executed.  If there are any 
changes in Applicable Laws, Rules and Regulations that will increase the Cost of the Work or extend either 
the Substantial Completion Date or Final Completion Date, Design/Builder shall notify Owner in writing 
within ten (10) business days after Design/Builder is actually notified or otherwise becomes aware of such 
changes, and shall describe the nature of the change.  Within thirty (30) days after this initial written notice, 
Design/Builder shall prepare a detailed written Claim, setting forth the impact of such change on the Cost 
of the Work and Arena Schedule, to the extent then known, and providing such supporting documentation 
as Owner reasonably requires and is then reasonably available to assess the Claim.  If Design/Builder fails 
to provide either the initial written notice or detailed written Claim within the time required under this 
Section, any Claim for an adjustment to the GMP or Arena Schedule will be deemed waived.  Any 
adjustment to the GMP, the Substantial Completion Date or the Final Completion Date under this Section 
shall be by Change Order or Construction Change Directive under Article XI of this Agreement.  If any 
change to Applicable Laws, Rules and Regulations will serve to decrease the Cost of the Work, Owner 
shall notify Design/Builder in accordance with the process described in this Section for Design/Builder 
Claims, and, if Owner demonstrates a decrease in the Cost of the Work it will be entitled to a deductive 
Change Order under Article XI. 
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Section 8.5 Professional Design Services.  The professional design services described 
in this Agreement will be provided through Design/Builder by the Architect of Record, which is lawfully 
licensed to provide such professional design services, together with the Architect�s Consultants.  The 
Architect of Record and Architect�s Consultants are identified in Exhibit A, Tab 6 hereto.  The Architect 
of Record shall manage and coordinate with other design professionals and consultants, who shall be 
lawfully licensed to provide such professional services, to effect the complete design of the Arena (except 
for certain areas of the design for which Design/Builder is not responsible, such areas to be expressly 
identified in the Qualifications and Assumptions) with respect to such issues as structural engineering, 
mechanical engineering, electrical engineering, audio/visual systems, food service, and various other 
specialty professional design services.  Notwithstanding anything in this Agreement to the contrary, Owner 
acknowledges and agrees that it shall provide, in a timely manner so as to cause no delay to 
Design/Builder, the services of the engineering and other disciplines listed in Exhibit A, Tab 6 through the 
�Owner Consultants� identified therein when necessary for Design/Builder to carry out its obligations 
under this Agreement.   Owner Consultants shall be lawfully licensed to provide such professional services.  
Design/Builder shall coordinate, and shall cause the Architect of Record to coordinate, its Work with the 
services furnished by any Owner Consultants and other members of the Design Team, as necessary for the 
design and construction of the Arena to properly progress without conflict, ambiguity, or Delay. 

Section 8.6 Review of Survey, Construction Documents and Field Conditions.  Prior 
to commencing construction activities as to any portion of the Arena, Design/Builder shall carefully study 
and compare the survey specified in Section 9.9 herein and the Construction Documents with each other 
and shall promptly report to the Owner any errors, inconsistencies or omissions discovered. 

Section 8.7 Utilities.  Design/Builder shall locate all existing roadways, railways, 
drainage facilities and utility services above, upon, or under the Arena Site (�Utilities�).  Design/Builder 
shall contact the Owners of all Utilities to determine the necessity for relocating or temporarily interrupting 
any Utilities during the construction of the Arena.  

Section 8.8 Design/Builder�s Representative.  Design/Builder designates Kenneth 
Johnson as its Principal in Charge, whose address is 2450 South Tibbs Avenue, Indianapolis, IN, 46241, 
and the Contract Manager, each having the authority to represent and act for Design/Builder (collectively 
and individually referred to as �Design/Builder�s Representative�).  All notices, determinations, 
instructions and other communications given to the Design/Builder�s Representative, and all actions taken 
and determinations made by Design/Builder�s Representative, shall be binding upon Design/Builder.  
Owner shall be entitled to rely upon Design/Builder�s Representative�s authority as set forth within this 
Agreement. 

Section 8.9 Record Contract Documents.  Design/Builder shall maintain at its main 
office one record set of the Contract Documents, including, but not limited to, all drawings, specifications, 
addenda, amendments, Change Orders, Construction Change Directives and Minor Changes, as well as all 
written interpretations and clarifications issued by the Design Team, in good order and annotated to show 
all changes made during construction (the �Record Contract Documents�).  The Record Contract 
Documents shall be continuously updated by Design/Builder throughout the prosecution of the Work to 
accurately reflect all field changes that are made to adapt the Work to field conditions, changes resulting 
from Change Orders, Construction Change Directives and Minor Changes, and all concealed and buried 
installations of piping, conduit and utility services.  A working copy of the Contract Documents and a 
permit set will be kept at the Project Site.  Upon completion of the Work, the Record Contract Documents, 
Samples and Shop Drawings shall be delivered to Owner by Design/Builder. 
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Section 8.10 Emergencies.  In the event of an emergency imminently affecting the 
safety or protection of Persons or the Work or property at the Arena Site or adjacent thereto, 
Design/Builder, without special instruction or authorization from Owner or Owner�s Representative, is 
obligated to act to prevent threatened damage, injury or loss.  Design/Builder shall give Owner�s 
Representative prompt written notice after the occurrence of the emergency, in no event later than two (2) 
business days.  If Design/Builder believes that any significant changes in the Work or variations from the 
Contract Documents have been caused by such emergency or if additional costs have been or will be 
incurred as a result thereof, Design/Builder�s notice to Owner shall identify such changes, variations or 
costs in detail and request a Change Order under Section 11.6 below. 

Section 8.11 Use of Premises.  Design/Builder shall confine all construction equipment, 
the storage of materials and equipment and the operations of workers to the Project Site and areas 
identified in and permitted by the Contract Documents and other lands and areas permitted by law, rights 
of way, permits and easements, and shall not unreasonably encumber the Project Site with construction 
equipment or other material or equipment.  Design/Builder shall assume full responsibility for any damage 
to any such land or area, or to the Owner or occupant thereof, or any land or areas contiguous thereto, 
resulting from the performance of the Work.  Design/Builder shall notify Owner if it is necessary for the 
Work to affect adjacent property.  It is the Owner�s responsibility to obtain the consent of adjacent property 
owners for such Work. 

Section 8.12 Safety. 

(a) Design/Builder shall be responsible for initiating, maintaining and 
supervising all necessary safety, health and environmental protection precautions and programs in 
connection with the Work, including OSHA programs, the erection and maintenance of Temporary 
Systems, the posting of danger signs and other warnings against hazards, the conduct of inspections, and 
enforcing the requirement that all Subcontractors comply with Applicable Laws, Rules and Regulations 
relating to safety, health and environmental protection in connection with the Work.   

(b) Design/Builder shall comply with, and shall require all Subcontractors to 
comply with, the safety procedures and requirements of applicable Project insurance companies. 

(c) Design/Builder shall submit to Owner for approval, and periodically 
update, as necessary, safety plans for the Work showing the manner in which the measures required by 
this Section are to be implemented.  Design/Builder shall designate a responsible Person or Persons from 
Design/Builder's organization or an independent consultant, subject to Owner's approval, to act as 
Design/Builder's certified Site Safety Manager, whose duties shall include the prevention of accidents.  
The performance of such services by Design/Builder shall not relieve Design/Builder or any 
Subcontractor of their respective responsibilities for the safety of Persons and property in compliance 
with this Agreement and all Applicable Laws, Rules and Regulations. 

(d) Notwithstanding anything in this Agreement to the contrary, as between 
Owner and Design/Builder, Design/Builder is responsible to Owner for any and all the safety issues 
relating to the Work.  Design/Builder shall administer and manage the safety program.  This will include, 
but not necessarily be limited to review of the safety programs of each Subcontractor.  Design/Builder 
shall monitor the establishment and execution of effective safety practices then known to the industry, as 
applicable to Work, and the compliance with all applicable regulatory and advisory agency construction 
safety standards.  Design/Builder�s responsibility for review, monitoring and coordination of the 
Subcontractor�s safety programs shall not extend to direct control over execution of the Subcontractor�s 
safety programs; notwithstanding Design/Builder�s safety obligations to Owner, it is agreed and 
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understood that each individual Subcontractor shall remain controlling employer responsible for the 
safety programs and precautions applicable to its own portion of the Work and the activities of others� 
work in areas designated to be controlled by such Subcontractors. 

Section 8.13 Project Meetings. 

(a) Before commencement of the Work, Design/Builder shall attend a 
preconstruction conference with Owner and Owner�s Representative and others as appropriate to discuss 
the Arena Schedule, procedures for handling Shop Drawings and other Submittals, and for processing 
Applications for Payment, and to establish a working understanding among the parties as to the Work. 

(b) As part of the Design Phase Services, Design/Builder shall conduct 
regular Project and coordination meetings with Owner, Design Team, and other consultants while work 
on the Construction Documents is underway.  Project meetings shall take place no less frequently than 
weekly, and coordination meetings shall be held as required for the drawings and specifications to be 
fully coordinated without conflicts or inconsistencies.  Design/Builder shall organize its design effort so 
these reviews can take place without delaying the progress of Design Phase Services, and Owner will 
cooperate with Design/Builder in conducting the reviews so as to avoid unanticipated delay or 
interruption of the Design Phase Services.  At least one (1) day before each meeting, Design/Builder shall 
provide Owner and all members of the Design Team with an agenda for each job meeting and written 
minutes from the prior week's meeting. 

(c) As part of the Construction Phase Services, Design/Builder shall conduct 
regular job site and coordination meetings with Subcontractors and other members of the Arena Team.  
Job meetings shall be held not less often than weekly, and coordination meetings shall be held as required 
to avoid Delays due to lack of proper coordination.  Design/Builder shall prepare detailed written agendas 
and minutes of each such meeting, which shall be circulated to interested parties as directed by the 
Owner.  Agendas must be provided at least two (2) days before each meeting, and minutes must be 
provided within three (3) business days after each meeting. 

Section 8.14 Taxes/Governmental Fees.  The GMP only includes those taxes and 
governmental fees which are legally enacted at the time this Agreement is established and from which the 
Work has not been exempted by the sales tax exemption described in Exhibit N.  If any new and/or 
additional applicable taxes or governmental fees are enacted or eliminated after such date, the GMP shall 
be increased or decreased (depending on whether the change increases or decreases the Cost of the Work) 
in accordance with Article IX. 

Section 8.15 Material Safety Data Sheet.  If any chemicals, materials, or products 
containing toxic substances are contained in the products used on the Arena Site or incorporated into the 
construction by the Design/Builder or any of its Subcontractors, the Design/Builder shall complete a 
Material Safety Data Sheet at the time of each delivery or new use of a product.  Design/Builder shall 
cause all Material Data Safety Sheets to be available for review at the Project Site office. 

Section 8.16 Discharge of Liens. 

(a) If, at any time, a lien of any kind is filed against the Arena by a 
Subcontractor or anyone claiming through Design/Builder or a Subcontractor for Work performed or for 
materials, equipment or supplies furnished in connection with the Work for which (1) the Design/Builder 
has previously been paid by the Owner, or (2) it involves a dispute for which the Owner has no payment 
obligation under the Contract Documents, then Design/Builder shall, within seven (7) days after notice 
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from Owner, commence to cause such lien to be cancelled and discharged of record by bonding or 
otherwise, and thereafter diligently pursue such cancellation or discharge, without any increase in the 
GMP. 

(b) If Design/Builder fails to cause the cancellation or discharge of any lien 
as required by this Section, Owner has the right to withhold the amount of the lien from any payment then 
due to Design/Builder and take such other action as Owner deems appropriate (including the right to 
cause discharge of such lien by bonding or otherwise).  In such event, all costs and expenses reasonably 
incurred by Owner in connection therewith (including but not limited to premiums for any bond furnished 
and reasonable attorneys' fees and disbursements) shall be charged against the GMP, and to the extent the 
unpaid balance of the GMP is insufficient to cover such costs and expenses, then such costs and expenses 
shall be paid by Design/Builder to Owner on demand, or at the option of Owner, deducted from any 
payment then due or thereafter becoming due from Owner to Design/Builder in accordance with the terms 
of this Agreement.  If Owner elects to discharge such lien by placing security with the Court, Owner will 
so notify Design/Builder, and Design/Builder will have one hundred twenty (120) days to substitute its 
own security.  If Design/Builder fails to do so, Owner may satisfy the lien by payment and charge or 
deduct all costs and expenses as provided above. 

ARTICLE IX 
OWNER RESPONSIBILITIES 

Section 9.1 Owner�s Representative. The Owner�s Representative is Robert Sanna, 
Executive Vice President and Director of Construction and Design Development at Forest City Ratner 
Companies, LLC, whose address is 1 MetroTech Center, Brooklyn, New York 11201.  The Owner�s 
Representative shall be fully acquainted with the scope of the Work and authorized to act on Owner�s 
behalf and bind Owner with respect to Design/Builder�s services for the Arena.  Owner�s Representative 
shall be authorized to issue written Change Orders in accordance with this Agreement.  The Owner�s 
Representative shall review and make appropriate recommendations on all requests submitted by the 
Design/Builder for payment for Work provided and performed in accordance with this Agreement. 

Section 9.2 Payments.  The Owner shall make payments to the Design/Builder in 
accordance with Article XVII herein. 

Section 9.3 Evidence of Funding.  Design/Builder understands that Owner will be 
financing the Project in part through the use of municipal bonds.  Attached to this Agreement as Exhibit Q 
is the Owner�s Financing Plan which sets forth the sources of and timing associated with such financing.  
Owner shall notify Design/Builder in writing within two (2) business days of the occurrence of any 
deviation from or change to the Owner�s Financing Plan.  If Design/Builder receives any such written 
notice from Owner or otherwise has a reasonably based concern about Owner�s ability to timely pay all 
amounts that will become due under the Contract Documents, Owner shall furnish, within seven (7) 
calendar days from receipt of a written request by Design/Builder, evidence reasonably satisfactory to 
Design/Builder that sufficient funds are available and committed to pay for the Work.  Owner�s failure to 
provide this information shall entitle Design/Builder to suspend performance of the Work and/or terminate 
this Agreement pursuant to Section 15.2. 

Section 9.4 Permits, Licenses and Inspections.  The Owner shall provide reasonable 
cooperation and assistance to the Design/Builder in securing those licenses, permits and governmental 
approvals to be obtained by Design/Builder hereunder and shall secure all other licenses, permits and 
governmental approvals that may be necessary or required for the design and construction of the Arena, as 
further defined in the Responsibility Matrix included in Exhibit A.  All of such Owner responsibilities 
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shall be provided in a manner that is consistent with the Design/Builder�s planned phased sequencing of 
the Work, provided Design/Builder has furnished Owner sufficient advance notice of its planned 
sequencing of the Work, through the Arena Schedule or otherwise, to permit Owner to fulfill its 
responsibilities under this Section. 

Section 9.5 Review of Phased Arena Design Documents.  The Design/Builder shall 
cause the Drawings, Specifications and other Construction Documents necessary for the construction of the 
Arena to be developed and completed in phases, in accordance with the phasing and schedule reflected in 
the attached Arena Schedule and the Qualifications and Assumptions included as part of the GMP 
Documents.  At the completion of each such design phase, Design/Builder shall forward to Owner for its 
review and approval the Drawings, Specifications and other Construction Documents associated with that 
phase, which shall include a list of the changes in said documents, if any, that will result in an adjustment 
to the Arena Schedule and/or GMP (such documents for each phase being referred to herein as the �Phased 
Arena Design Documents�).  Design/Builder shall simultaneously forward to Owner for its review and 
approval a list of changes in the scope of the Work, if any, that have occurred as a result of the 
development of the Phased Arena Design Documents and that will result in an adjustment to the Arena 
Schedule and/or GMP.  Upon receipt of the Phased Arena Design Documents and the list of scope changes, 
Owner shall review same and respond to each in writing to Design/Builder within the time provided in the 
Arena Schedule for such review.  If any issuance of Phased Arena Design Documents (or the time for 
Owner�s response thereto) is not identified on the Arena Schedule, Design/Builder shall notify Owner at 
the time of issuance that Design/Builder requires a response within a specified period of time.  This review 
period shall be reasonable and consistent with the time for review typically required for issuances of 
similar complexity and volume on similar projects.  If Owner fails to respond within the period of time 
required, Design/Builder may seek a Time Extension for Owner-Caused Delay under and subject to 
Section 7.6.  As each set of Phased Arena Design Documents for any particular design phase is approved 
by Owner, they shall supersede and replace in total the prior phase set, such prior set no longer being 
included in the Contract Documents.  

Section 9.6 Notification of Faults or Defect.  If the Owner observes or otherwise 
becomes aware of a fault or defect in the Work or nonconformity with the design or Contract Documents, 
the Owner shall give prompt written notice thereof to the Design/Builder.  However, nothing in this 
Section is meant to, or does, shift the obligation to discover and correct defective or non-conforming Work 
to the Owner, which obligation, subject to the terms of Section 20.4 below, remains with Design/Builder 
regardless of whether Owner fails to discover faults, defects or non-conformity with the design or the 
Contract Documents. 

Section 9.7 Timely Provision of Information and Decisions.  The Owner shall furnish 
required information and services in accordance with this Agreement, and shall promptly render decisions 
pertaining thereto to avoid Delay in the orderly progress of the design and construction. 

Section 9.8 Communication With Contractors.  The Owner shall communicate with 
the Design Team and Design/Builder�s Subcontractors through the Design/Builder.  However, Owner may 
communicate directly with the Design Team and Subcontractors, provided that such communication (i) 
does not direct the Design Team or Subcontractors, and (ii) does not change the Work in any way that 
impacts its cost or schedule, or otherwise increases Design/Builder�s risk or liability.  Owner shall provide 
Design/Builder with copies of all written communications to the Design Team or Subcontractors.  Any 
verbal communication between Owner and the Design Team or Subcontractors on any topic shall be 
addressed at the weekly Project meetings and Owner will notify Design/Builder of the substance of such 
communication within no more than two (2) business days thereafter. 
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Section 9.9 Legal Description and Land Survey.  Attached hereto as Exhibit R is the 
survey that was provided to Design/Builder by the Owner, which sets forth the legal description and a 
certified land survey of the Project Site, giving, as applicable, grades and lines of streets, alleys, pavements 
and adjoining property; rights-of-way, restrictions, easements, encroachments, zoning, deed restrictions, 
elevations and contours of the Project Site; locations, dimensions and complete data pertaining to existing 
buildings, other improvements and trees; and full information concerning available services and utility 
lines, both public and private, above and below grade, including inverts and depths.  Design/Builder shall 
be entitled to rely upon the accuracy and completeness of the legal description and the certified land survey 
of the Project Site. 

Section 9.10 Phasing.  Notwithstanding anything in this Agreement to the contrary, 
Owner shall provide full and unencumbered access to the applicable portions of the Project Site, as 
necessary for Design/Builder to perform the Work required hereunder in accordance with the construction 
phasing schedule attached hereto as Exhibit P (�Construction Phasing Plan�).  Owner acknowledges and 
agrees that the timeframes associated with the Construction Phasing Plan have been incorporated into the 
Arena Schedule and that any Delay caused by Owner�s failure to timely provide such required access to 
Design/Builder shall constitute an Owner-Caused Delay. 

ARTICLE X 
HAZARDOUS MATERIALS 

Section 10.1 General.  Design/Builder shall comply with all requirements included in 
the Contract Documents regarding Hazardous Materials for which it is responsible.  If Design/Builder 
encounters a Hazardous Material not addressed in the Contract Documents and if reasonable precautions 
that can be taken by Design/Builder without additional cost or time may be inadequate to prevent 
foreseeable bodily injury or death to persons resulting from the Hazardous Material, including but not 
limited to asbestos or polychlorinated biphenyl (PCB), encountered on the Project Site by Design/Builder, 
Design/Builder shall, upon recognizing the condition, immediately stop Work in the affected area and 
report the condition to Owner in writing. 

Section 10.2 Owner�s Responsibility.  Upon receipt of Design/Builder�s written notice, 
Owner shall obtain the services of a licensed laboratory to verify the presence or absence of the Hazardous 
Material reported by Design/Builder and, in the event such Hazardous Material is found to be present, to 
cause it to be rendered harmless.  Unless otherwise required by the Contract Documents, Owner shall 
furnish in writing to Design/Builder the names and qualifications of persons or entities who are to perform 
tests verifying the presence or absence of any such Hazardous Material or who are to perform the task of 
removal or safe containment of such Hazardous Material.  When the Hazardous Material has been rendered 
harmless, Work in the affected area shall resume.  Any delay resulting from the presence of Hazardous 
Material on the Arena Site shall be treated as an Owner-Caused Delay hereunder. 

Section 10.3 Indemnity by Owner.  To the fullest extent permitted by law, Owner shall 
indemnify and hold harmless Design/Builder, Subcontractors, the Design Team and agents and employees 
of any of them from and against claims, damages, losses and expenses, including but not limited to 
attorneys� fees, arising out of or resulting from performance of the Work in the affected area if in fact the 
Hazardous Material was present, provided that such claim, damage, loss or expense is attributable to bodily 
injury, sickness, disease or death, or to injury to or destruction of tangible property (other than the Work 
itself), except to the extent that such damage, loss or expense is due to the fault or negligence of the party 
seeking indemnity. 



 
D-31 

 

Section 10.4 Hazardous Materials Brought to Site.  Design/Builder shall not bring any 
Hazardous Material to the Arena Site or cause or permit the Arena Site to be used to store, treat, handle, 
dispose, transfer, produce or process Hazardous Material in connection with the Work, except to the extent 
reasonably necessary for Design/Builder to perform the Work.  Owner shall not be responsible under this 
Article X for Hazardous Materials Design/Builder brings to the Project Site.  However, if such materials or 
substances were expressly required by Owner, Owner shall be responsible for them, except to the extent of 
Design/Builder�s fault or negligence in the use and handling of such Hazardous Material. 

Section 10.5 Indemnity by Design/Builder.  To the fullest extent permitted by law, 
Design/Builder shall indemnify and hold harmless Owner, its agents and employees from and against 
claims, damages, losses and expenses, including but not limited to attorneys� fees, arising out of or 
resulting from (1) Hazardous Material Design/Builder brings to the Project Site and negligently handles, or 
(2) Design/Builder�s failure to perform its obligations under Section 10.1, provided that such claim, 
damage, loss or expense is attributable to remediation or cleanup, bodily injury, sickness, disease or death, 
or to injury to or destruction of tangible property (other than the Work itself), except to the extent that such 
damage, loss or expense is due to the fault or negligence of Owner or any other party seeking indemnity. 

Section 10.6 If, without negligence on the part of Design/Builder, Design/Builder is 
held liable by a government agency for the cost of remediation of a Hazardous Material solely by reason of 
performing Work as required by the Contract Documents, Owner shall indemnify Design/Builder for all 
cost and expense thereby incurred. 

ARTICLE XI 
CHANGES IN THE WORK 

Section 11.1 Change Orders. 

(a) A �Change Order� is a written order signed by Owner and 
Design/Builder that is issued after the execution of this Agreement and authorizes a change in the Work, 
the GMP or the Arena Schedule, as required or permitted by the terms of the Contract Documents. 

(b) Owner, without invalidating this Agreement, has the right at any time 
during the progress of the Work to increase, decrease or otherwise change the Work, so long as such 
change is generally consistent with the scope and intent of the Contract Documents, by requesting such a 
change in writing.  Owner shall make such request by submitting to Design/Builder a PCO, which will be 
authorized and executed in accordance with the following process: 

(i) Design/Builder shall, within ten (10) days after Design/Builder's 
receipt of a PCO, or such longer period of time as may be reasonably required under the 
circumstances, furnish to Owner a signed OME Proposal or Change Order Proposal, in a form 
reasonably satisfactory to Owner. 

(ii) If Owner approves the Design/Builder's OME Proposal or 
Change Order Proposal, a Change Order in the form attached as Exhibit D to this Agreement, 
shall be issued by Owner and executed promptly by both parties.  Design/Builder shall promptly 
perform the changes authorized by the duly executed Change Order.  The GMP and Arena 
Schedule shall be adjusted if required by the terms of the Change Order, but all other terms and 
conditions of this Agreement shall remain in full force and effect.  A Change Order shall not be 
effective until signed by both Owner and Design/Builder. 
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(c) If Owner and Design/Builder are unable to mutually agree on the terms 
of a Change Order because Owner disputes any of the items set forth in Design/Builder�s OME Proposal 
or Change Order Proposal, then Owner shall notify Design/Builder of such dispute in writing, identifying 
any disputed item and stating whether Owner wishes to direct Design/Builder to perform any change 
corresponding to a non-disputed item or a disputed item.  If Owner�s dispute notice directs 
Design/Builder to perform any change corresponding to a non-disputed item, and Design/Builder agrees 
that such undisputed portion can be performed independently from the disputed portion on the same terms 
and conditions as set forth in its Change Order Proposal or OME Proposal, then the parties shall execute a 
Change Order for such undisputed portion, whereupon Design/Builder shall promptly proceed with the 
performance of such undisputed portion.  If Owner's dispute notice directs Design/Builder to perform any 
Change Order Work corresponding to a disputed item, then upon Design/Builder�s receipt of a 
Construction Change Directive for such disputed item that is issued in accordance with the terms of 
Section 11.2 below, Design/Builder shall proceed with that Change Order Work, so long as Owner makes 
payment of all undisputed amounts associated with such disputed item. 

(d) In calculating the cost or savings of Change Order Work to be included 
in a Change Order or Construction Change Directive under this Section 11.1 or 11.2 below, besides the 
actual increased or decreased Cost of the Work associated with such Change Order Work, the pricing of 
that Change Order or Construction Change Directive is subject to the following terms: 

(i) With respect to net additive Change Orders and Construction 
Change Directives, Design/Builder will be entitled to a mark-up of Four and One-Quarter percent 
(4.25%) of the amount of the net increase to the GMP in any such Change Order or Construction 
Change Directive as total compensation for Design/Builder�s Fee related to that Change Order 
Work.  This mark-up shall not be applied to net deductive Change Orders and Construction 
Change Directives to reduce the Design/Builder�s Fee set forth in Section 4.8 above.  As used in 
this Section 11.1(d), the term �net� is used to convey that additive Change Orders and 
Construction Change Directives will be offset against deductive Change Orders and Construction 
Change Directives for purposes of determining the sum to which the mark-up applies.  The offset 
will be made whether or not such Change Orders or Construction Change Directives are issued 
for corresponding Work elements, as the parties� intent is to allow for the mark-up only on 
overall net increases in the GMP.  Each Change Order and Application for Payment shall show 
the then-current cumulative net additive Change Orders and Construction Change Directives 
aggregated, and calculation and payment of mark-up shall be made based on that most recent 
cumulative net additive amount.  This Fee mark-up shall be payable in the same manner as the 
Design/Builder�s Fee under Section 17.1(a)(ii) below. 

(ii) With respect to net additive Change Orders and Construction 
Change Directives, Design/Builder is also entitled to a mark-up of Four and Nine-Tenths percent 
(4.9%) of the amount of the net increase to the GMP in any such Change Order or Construction 
Change Directive as total compensation for Design/Builder�s Fixed General Conditions Expenses 
associated with that Change Order Work.  This Fixed General Conditions mark-up shall be 
payable in equal monthly installments beginning with the month in which such Change Order 
Work is commenced and ending on the Substantial Completion date then in the Arena Schedule.  
However, in the event of a Design/Builder Delay (not caused by a casualty event covered and 
paid by property insurance, see 7.6(b) above), the Owner shall be entitled to equitably adjust the 
period over which this Fixed General Conditions mark-up will be paid, to reflect the reasonably 
anticipated impact to the Critical Path of the Arena Schedule caused by the Design/Builder Delay. 
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(iii) Design/Builder may apply its mark-ups under Section 11.1(d)(i) 
and Section 11.1(d)(ii) above only to the increased Cost of the Work to be reimbursed under 
Sections 4.3(a), 4.3(b)(i), 4.3(c), 4.3(d), 4.3(e), 4.3(f) and 4.3(g) to be incurred in the performance 
of the subject Change Order Work.  However, in no event may Design/Builder mark-up the 
increased costs of bonding and insurance for such Change Order Work, payments to the Design 
Team under Section 4.3(b)(ii), or other Costs of the Work to be reimbursed under Section 4.3(h). 

(iv) Notwithstanding the terms of Section 11.1(d)(i), Design/Builder 
may permit its Subcontractors to include in additive Change Orders and Construction Change 
Directives a mark-up of no more than ten percent (10%), without Owner�s prior, written approval, 
to Subcontractors� direct costs to compensate Subcontractors for overhead and profit applied to 
Subcontractor�s direct costs, not to exceed fifteen percent (15%) in the aggregate for 
Subcontractor and all lower tiers.  With the limited exception of the foregoing markup, Change 
Order Proposals incorporating Subcontractor Work shall be based on only the actual additional 
cost incurred as a result of the subject Change Order Work.  The Change Order Proposal will 
include documented increases in bond and insurance costs without any mark-up. 

(e) When paid by Owner to Design/Builder, unless otherwise expressly 
noted in the subject Change Order, the compensation specified in a Change Order shall constitute full 
payment for the Change Order Work covered thereby, including any Delay/disruption cost or expense 
occasioned by reason of such Change Order Work. 

(f) Each Change Order shall specify whether Design/Builder is entitled to a 
related Time Extension.  Unless otherwise expressly noted in the Change Order, Design/Builder shall not 
be entitled to a Time Extension in connection with any Change Order unless the Time Extension is 
expressly stated therein. 

Section 11.2 Construction Change Directives. 

(a) Owner, in its sole discretion and without invalidating the Agreement, can 
direct Design/Builder to perform Change Order Work upon issuance of a written �Construction Change 
Directive�.  However, a Construction Change Directive shall consist only of additions, deletions or other 
revisions to the Work that are generally consistent with the scope of the Contract Documents.  A 
Construction Change Directive shall be used in the absence of an agreement between Owner and 
Design/Builder on the terms of a Change Order.  Subject to the terms contained in this Section 11.2 and 
so long as the aggregate sum of outstanding Construction Change Directives and Owner Directives, 
together with the sum of the new Construction Change Directive or Owner Directive, would not exceed a 
cumulative sum of One Million Dollars ($1,000,000.00), Design/Builder shall promptly comply with any 
Construction Change Directive or Owner Directive issued by Owner.  (For purposes of this subsection, 
�outstanding� refers to Construction Change Directives and Owner Directives for which Owner and 
Design/Builder have not duly executed a Change Order.) 

(b) If Design/Builder has not already submitted an OME Proposal or Change 
Order Proposal under Section 11.1(b) above, Design/Builder shall respond to Owner�s Construction 
Change Directive by submitting to Owner a written notice setting forth in reasonable detail (to the extent 
then known) Design/Builder�s position as to (i) the cost or savings of the Change Order Work reflected in 
the Construction Change Directive, and (ii) the changes in the Arena Schedule that result from such 
Change Order Work, if any.  This written notice shall be submitted to Owner within thirty (30) days after 
receipt of the Construction Change Directive to which it relates.  Failure by Design/Builder to submit this 



 
D-34 

 

notice within the time required under this subsection shall result in a waiver of any Claim for increase in 
the GMP or a Time Extension for that Construction Change Directive.  Any adjustment to the GMP, the 
Substantial Completion Date or the Final Completion Date under this Section shall be by Change Order 
or Construction Change Directive under Article XI of this Agreement. 

(c) Pending agreement between Owner and Design/Builder as to the total 
cost of Change Order Work performed under a Construction Change Directive, amounts not in dispute for 
such changes in the Work shall be included in Applications for Payment by Design/Builder and paid by 
Owner.  To the extent Owner and Design/Builder are in agreement as to the cost and time associated with 
any portion of the Change Order Work performed under a Construction Change Directive, such 
agreement shall promptly be recorded by execution of a Change Order. 

Section 11.3 Owner Directives.  Except as otherwise provided in this Section, in the 
event of an actual or potential dispute between Owner and Design/Builder as to whether an item of labor, 
materials, equipment or services is included in the Work, Owner is entitled, without invalidating this 
Agreement, to direct Design/Builder in writing to perform such work (an �Owner Directive�).  Within ten 
(10) business days after receiving the Owner Directive, Design/Builder shall submit a written notice to 
Owner explaining Design/Builder�s position as to whether such work is beyond the scope of the then-
current scope of the Work.  Within thirty (30) calendar days after submitting this initial notice, 
Design/Builder shall submit a written Claim, stating in reasonable detail, to the extent then known by 
Design/Builder: (i) Design/Builder�s position as to how the work under the Owner Directive is beyond the 
scope of the Work, (ii) the cost of such work, and (iii) the changes in the Arena Schedule that result from 
such work.  This Claim by Design/Builder, if not resolved within thirty (30) days after its submission to 
Owner, shall be subject to the dispute resolution process described in Article XIV.  Provided that the 
aggregate sum of outstanding Construction Change Directives and Owner Directives, together with the 
sum of the new Owner Directive, does not exceed One Million Dollars ($1,000,000), Design/Builder shall 
continue to perform its Work and the work included in an Owner Directive pending resolution of 
Design/Builder�s Claim and any dispute relating to the Owner Directive. 

Section 11.4 Verification of Design/Builder�s Costs.  Owner has the right to conduct a 
review of Design/Builder�s books and records to verify the accuracy of any Claim submitted to Owner by 
Design/Builder with respect to any Change Order or Construction Change Directive. 

Section 11.5 Minor Changes in Work.  Owner�s Representative has the authority to 
order minor changes in the Work not involving an adjustment to the Contract Amount or a Time Extension 
and not inconsistent with the intent of the Contract Documents.  Such changes may be effected by �Minor 
Change� or by other written order.  Such reasonable changes shall be binding upon Design/Builder. 

Section 11.6 Emergency Changes.  Design/Builder has the authority to order 
�Emergency Changes� in the Work, subject to Section 8.10 and the terms hereof, without the prior written 
approval of Owner, by the issuance of a written order (an �Emergency Change Order�).  For purposes of 
this Agreement, �Emergency Changes� in the Work shall mean only changes which are required in the 
case of an emergency imminently threatening the safety of Persons, the Work or the Project, and which, in 
the interest of such safety, Design/Builder determines must be made without obtaining the prior written 
approval of Owner.  An emergency change may include the suspension of all or any portion of the Work as 
a result of such emergency.  Design/Builder shall (1) notify Owner that an Emergency Change Order has 
been issued within twenty-four (24) hours after the same has been issued, which notification shall set forth 
the reason giving rise to the issuance of the same, and (2) promptly furnish Owner with copies of all such 
Emergency Change Orders.  Valid Emergency Change Orders shall be promptly confirmed by Owner by a 
duly issued Change Order or Construction Change Directive.  If such Change Order or Construction 
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Change Directive is not issued within thirty (30) days of Owner�s receipt of the Emergency Change Order 
from Design/Builder, then that Emergency Change Order shall be deemed a Claim to be resolved in 
accordance with the procedures set forth in Article XIV. 

Section 11.7 Waiver. If, in accordance with the terms of the Agreement or the Contract 
Documents, Design/Builder is required to receive Owner�s approval or consent before it can proceed with 
some portion of the Work and Design/Builder has requested such approval or consent, and Owner fails to 
approve or respond to such request (by expressly granting or withholding its approval or consent) within 
the required timeframes, and Design/Builder reasonably believes such failure will result in either an 
increase in the Contract Amount or a delay to the Arena Schedule, Design/Builder shall notify Owner.  
Such notice shall state at the top of the first page and in bold capital letters: �FAILURE TO RESPOND TO 
THIS NOTICE WITHIN FIVE (5) BUSINESS DAYS SHALL BE DEEMED APPROVAL FOR 
DESIGN/BUILDER TO PROCEED WITH THE WORK AS DESCRIBED HEREIN.�  Owner�s failure to 
respond to such notice within five (5) business days shall be deemed approval for the Design/Builder to 
proceed with the subject Work.  However, there shall be no deemed approval for any Work which would 
result in an adjustment to the GMP or Arena Schedule (if any) in connection with such Work. 

Section 11.8 Concealed Conditions.  Except as otherwise expressly provided in the 
Qualifications and Assumptions that are included as part of the GMP Documents, if concealed or unknown 
conditions of an unusual nature, that affect the performance of the Work and vary from those indicated in 
any plans, drawings, surveys, or reports provided to Design/Builder by or for Owner, are encountered 
below ground or in an existing structure, which conditions were not reasonably anticipated by 
Design/Builder to exist or which differ materially from those generally recognized as inherent in work of 
the character provided for in this Project, written notice by the observing party shall be given promptly to 
the other party and, if possible, before conditions are disturbed.  The GMP and Arena Schedule (including 
the Substantial Completion Date and Final Completion Date) shall be equitably adjusted for such 
concealed or unknown conditions by Change Order or Construction Change Directive under Section 11.1 
or Section 11.2 above. 

ARTICLE XII 
INSPECTION/MONITORING/TESTING 

Section 12.1 Owner�s Access to Work.  Owner and its respective representatives, 
agents and employees, and governmental agencies with jurisdiction over the Arena shall have reasonable 
access at all times to the Work, whether the Work is being performed on or off the Arena Site, for their 
observation, inspection and testing.  However, during such access Owner and its respective representatives, 
agents and employees must comply with all of Design/Builder�s safety rules and regulations. 

Section 12.2 Responsibility for Inspections, Tests or Approvals.  If the Contract 
Documents, or any codes, laws, ordinances, rules or regulations of any public authority having jurisdiction 
over the Arena require any portion of the Work to be specifically inspected, tested or approved, 
Design/Builder shall cooperate with and assist Owner in securing the required certificates of inspection, 
testing or approval.  Any inspections or tests for which Design/Builder or Owner is responsible under the 
Contract Documents shall be performed by qualified testing organizations legally authorized to perform 
such inspections or tests. 

Section 12.3 Covered Work.  If any Work that is to be inspected, tested or approved is 
covered without concurrence from Owner, such Work must, if requested by Owner, be uncovered for 
observation.  Such uncovering shall be at Design/Builder�s expense unless Design/Builder has given 
Owner timely written notice of Design/Builder�s intention to cover same and Owner has not acted with 
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reasonable promptness to respond to such notice.  If any Work is covered contrary to written directions 
from Owner, such Work must, if required by Owner, be uncovered for Owner�s observation and without 
increase to the GMP. 

Section 12.4 Inspecting Covered Work.  If Owner considers it necessary or advisable 
that any covered Work performed by Design/Builder be observed by Owner or inspected or tested by 
others, Design/Builder, at the written request of Owner, shall uncover, expose or otherwise make available 
for observation, inspection or tests, as Owner may reasonably require, that portion of the Work in question, 
furnishing all necessary labor, material and equipment.  If it is found that such Work is defective, 
Design/Builder shall bear all direct, indirect and consequential costs of such uncovering, exposure, 
observation, inspection, testing, correction of the defect and of satisfactory reconstruction thereof.  If, 
however, such Work is not found to be defective, and that Work was covered with Owner�s concurrence 
(or otherwise in accordance with Section 12.3) the GMP shall be increased and/or the Arena Schedule 
(subject to the requirements relating to an Owner Caused Delay in Section 7.6 above) shall be extended as 
appropriate due to such uncovering, exposure, observation, inspection, testing and reconstruction. 

ARTICLE XIII 
DEFECTIVE WORK 

Section 13.1 Any Work performed by Design/Builder not conforming to the 
requirements of the Contract Documents shall be deemed defective work.  If required by Owner, 
Design/Builder shall, as directed by Owner, either correct all defective work whether or not fabricated, 
installed or completed, or, if the defective work has been rejected by Owner, remove it from the Arena Site 
and replace it with non-defective work.  This obligation to correct or remove defective work includes 
adjacent portions of the Work destroyed or damaged by such correction, removal or replacement, and shall 
be undertaken by Design/Builder without increase in the GMP.  Acceptance of materials and workmanship 
by Owner shall not relieve Design/Builder from its liability for and obligation to replace all Work which is 
not in full compliance with the Contract Documents. 

Section 13.2 At Owner's option, subject to the concurrence of the Design/Builder, 
Owner may accept defective or nonconforming Work or materials, instead of requiring their removal, 
correction or replacement, and a deductive Change Order shall be issued.  The amount of said Change 
Order shall reflect an equitable reduction to the GMP in an amount to be agreed-upon by the parties.  Such 
adjustment shall be effected whether or not Final Payment has been made. 

ARTICLE XIV 
CLAIMS AND DISPUTES 

Section 14.1 General.  A �Claim� is a demand or assertion by one of the parties 
seeking an adjustment or interpretation of the terms of the Contract Documents, payment of money, 
extension of time or other relief with respect to the terms of the Agreement.  The term �Claim� also 
includes other disputes and matters in question between Owner and Design/Builder arising out of or 
relating to the Agreement.  All Claims must be made in writing.  The responsibility to substantiate Claims 
shall rest with the party making the Claim. 

Section 14.2 Dispute Resolution.  If a dispute between the parties arises out of or relates 
to this Agreement, including an alleged breach hereof, the parties shall comply with the following process 
with regard to such dispute: 
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(a) Owner�s Representative and Design/Builder�s Project Executive shall 
endeavor to settle the dispute first through direct discussions. 

(b) If the dispute cannot be settled through direct discussions between the 
Owner�s Representative and Design/Builder�s Project Executive, the Owner�s Robert Sanna and 
Design/Builder�s Michael Fratianni shall endeavor to settle the dispute through direct discussions. 

(c) If the dispute cannot be settled through direct discussions between 
Robert Sanna and Michael Fratianni, the parties may submit the dispute to voluntary mediation.  The 
location of any mediation shall be in New York, New York, before a mutually-agreeable, qualified 
mediator.  Once one party files a request for mediation with the other party, the other party shall respond 
within five (5) business days as to whether it wishes to mediate.  If the parties agree to mediate, both shall 
endeavor to conclude such mediation within thirty (30) calendar days of the filing of the request. 

(d) Any controversy or Claim arising out of or relating to this Agreement or 
its breach not resolved by mediation, shall be decided by litigation unless otherwise expressly agreed to in 
writing by the parties. 

(e) Unless otherwise agreed in writing, the Design/Builder shall continue to 
perform the Work in accordance with the Arena Schedule during the pendency of any Claim or dispute.  
If the Design/Builder continues to perform, Owner shall continue to make payments of all undisputed 
amounts (including undisputed amounts associated with the subject Claim or dispute) in accordance with 
this Agreement. 

(f) The parties agree that all parties necessary to resolve a Claim or dispute 
shall be parties to the same proceeding.  Appropriate provisions shall be included in all other contracts 
relating to the Work to provide for such consolidation. 

(g) The prevailing party in any dispute arising out of or relating to this 
Agreement or its breach shall be entitled to recover from the other party reasonable attorneys� and 
paralegals� fees, costs and expenses incurred by the prevailing party in connection with such dispute, 
including all such fees, expenses and costs incurred on appeal. 

ARTICLE XV 
TERMINATION AND SUSPENSION 

Section 15.1 Termination by Owner for Default. 

(a) The following shall constitute �Events of Default� under the terms of 
this Agreement: 

(i) The Design/Builder persistently fails or neglects to carry out the 
Work in accordance with the Contract Documents or otherwise is in default of any of its other 
material obligations under this Agreement; 

(ii) Any Key Employee or his/her successor designated in writing 
ceases to be in Design/Builder's employ and Design/Builder fails within a reasonable time to 
provide a substitute acceptable to Owner, in Owner's reasonable discretion, where the services of 
such Key Employee are still required under the terms of the Contract Documents.  Owner�s 
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reasonable discretion includes Owner's subjective assessment as to Owner's ability to develop a 
successful working relationship with such individual; or 

(iii) Design/Builder becomes a party to any Insolvency Proceeding in 
a capacity as a debtor, and such proceeding is not stayed or discharged within thirty (30) days 
after the commencement of same.  The term �Insolvency Proceeding� as used herein includes: 

1) the filing of a petition for relief under Chapter 11 of Title 11 
of the United States Bankruptcy Code by Design/Builder 
seeking reorganization, arrangement, composition, 
readjustment, liquidation, dissolution or similar relief under 
any other present or future Federal or State statute, law or 
regulation; 

2) the appointment, with or without the consent of 
Design/Builder, of any trustee, custodian, receiver or 
liquidator of Design/Builder or of any of its property or 
assets; or 

3) Design/Builder's making an assignment for the benefit of 
creditors.  In such an event, to the extent permitted by 
Applicable Laws, Rules and Regulations, Owner may serve 
written notice upon Design/Builder terminating this 
Agreement on a date specified by Owner in said notice. 

(b) In the event of an Event of Default, Owner shall notify Design/Builder in 
writing of the specific default(s) of Design/Builder.  If Owner reasonably determines that Design/Builder 
has not initiated remedies to cure the default(s) within five (5) business days following receipt by 
Design/Builder of said written notice and thereafter continuously prosecute and complete that cure within 
a reasonable period of time, the Owner may then give a second written notice and thereafter the Owner 
may, without prejudice to any other right or remedy it may be entitled to hereunder or by law, terminate 
Design/Builder�s right to proceed under the Agreement, and take possession of the Work and any 
materials, tools, equipment, and appliances owned by Design/Builder, take assignments of any of 
Design/Builder�s Subcontracts and Purchase Orders, draw on the Letter of Credit (as provided in, and 
subject to, Section 7.10(b) above), and complete the Work by whatever reasonable means Owner deems 
appropriate.  If the Owner�s cost of completing the Work exceeds the balance of the Contract Amount not 
paid to Design/Builder, Design/Builder shall promptly pay such excess to Owner, and Owner may, at its 
option, retain proceeds drawn on the Letter of Credit to pay such sums due from Design/Builder.  If the 
Owner�s total cost of completing the Work is less than the unpaid balance of the Contract Amount, Owner 
shall promptly pay to Design/Builder the aggregate of: 

(i) the actual unpaid Costs of the Work incurred by Design/Builder 
in its proper performance of the Work up to the date of termination; plus 

(ii) the fair market value of such tools (less, if Owner elects to return 
the tools to Design/Builder, the salvage value thereof). 
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(c) Design/Builder is entitled to the payment described in Section 15.1(b) 
above only after Final Completion of the Work.  Owner has the right to set-off against the aforesaid 
payment any amounts then due and payable by Design/Builder to Owner hereunder, or which may accrue 
as damages owing by Design/Builder to Owner under the terms of this Agreement. 

(d) Upon the happening of any Event of Default, Owner shall have the right, 
in addition to all other rights and remedies hereunder, to complete or cause the Work to be completed, by 
such means, and in such manner, by agreement or otherwise, as Owner deems advisable, subject, 
however, to the terms and conditions of the Payment and Performance Bonds required of Subcontractors 
hereunder. 

(e) If a court of competent jurisdiction determines that a termination under 
this Section 15.1 was wrongful or unjustified, such termination shall then be deemed to be a Termination 
for Convenience by Owner under Section 15.3, and the sole right, remedy and recourse of Design/Builder 
against Owner shall be governed and determined by Section 15.3. 

Section 15.2 Termination by Design/Builder. 

(a) If Owner fails to make payments when due in accordance with the terms 
of this Agreement or fails to provide proof of funding as required under Section 9.3, through no fault of 
Design/Builder or any of its Subcontractors or consultants, Design/Builder may suspend the Work upon 
ten (10) business days� written notice.  If Owner fails to make such payment or provide such proof of 
funding within this ten (10) business day period after its receipt of such notice, Design/Builder shall give 
Owner a second five (5) business days� written notice of its intent to terminate this Agreement, and 
thereafter Design/Builder may, without prejudice to any other remedy, terminate this Agreement and 
recover from the Owner payment for Work executed in accordance with the Contract Documents up to 
and including the effective date of termination plus its reasonable, documented termination costs.  
However, Owner has the right to cure any default hereunder.  If Owner makes payment for sums due or 
provides the required proof of funding under this Agreement within either the ten (10) or five (5) business 
day periods, Owner�s default shall be deemed cured and Design/Builder shall continue performing the 
Work.  If Owner cures such default after Design/Builder has suspended Work under this Section, the 
suspension will be deemed an Owner-Caused Delay under the terms of Section 7.6 above, for which 
Design/Builder�s remedies are provided under Section 7.8 above.  However, in addition to the foregoing 
sentence, if Design/Builder has suspended Work under this Section, and the duration of this suspension 
exceeds twenty (20) days (without an earlier termination by Design/Builder under this Section), and 
Owner cures its default, Design/Builder is not obligated to resume the Work until it receives a Change 
Order for Owner-Caused Delay that accounts for the schedule and cost impact of the suspension. 

(b) Design/Builder may also terminate this Agreement if either of the 
following conditions are satisfied: 

(i) the Work is stopped by Owner for a period in excess of one 
hundred twenty (120) cumulative days through no fault of the Design/Builder, a Subcontractor, 
consultant, or anyone for which the are liable; or 

(ii) the Work is stopped for an aggregate of one hundred eighty 
(180) days under an order or orders of a court or other public authority having jurisdiction over 
the Work, or because of an act of government, such as a declaration of national emergency 
making material unavailable through no fault or act of Design/Builder. 
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If the conditions for termination under this paragraph are met, the Design/Builder may, upon ten (10) 
business days written notice to the Owner, terminate this Agreement and recover from the Owner 
payment for Work as though this termination were a Termination for Convenience under Section 15.3 
below.  However, if the conditions giving rise to Design/Builder�s notice of termination under this 
paragraph are cured or discontinued before the effective date of termination, such notice shall be deemed 
withdrawn.  However, Design/Builder is not obligated to resume the Work until it receives a Change 
Order granting the relief it is entitled to for Excusable Delays or Owner-Caused Delays as provided under 
Sections 7.7 and 7.8 above, respectively. 

Section 15.3 Termination for Convenience. 

(a) Owner, at any time and for any reason whatsoever in Owner's sole 
discretion, may terminate this Agreement for Owner's convenience.  Any Termination for Convenience 
shall be effected by delivering to Design/Builder a notice of Termination for Convenience specifying the 
date upon which the Termination for Convenience shall become effective and identifying any specific 
portion of the Work to be completed by Design/Builder after such effective date.  Upon receipt of a notice 
of Termination for Convenience by the Owner, Design/Builder shall: 

(i) stop all Work under this Agreement on the date, and to the 
extent, specified in the notice of Termination for Convenience; 

(ii) enter into no further Subcontracts, except as may be necessary 
for completion of such portion of the Work specified in the notice; 

(iii) unless directed otherwise by Owner, terminate all Subcontracts 
entered into by Design/Builder except to the extent that said Subcontracts relate to portions of the 
Work the notice requires to be performed subsequent to the effective date of the Termination for 
Convenience; 

(iv) at Owner's option, assign to Owner to the extent directed by 
Owner, all of the right, title and interest of Design/Builder in any or all Subcontracts, in which 
case, Owner or such other entity or entities, shall accept all of Design/Builder's obligations 
arising under such Subcontracts.  (However, to the extent Work by a Subcontractor was 
performed before the effective date of assignment, and Owner has paid Design/Builder for such 
Work, Design/Builder shall be liable for paying the Subcontractor for that Work.)  
Design/Builder shall have included in each Subcontract a provision specifically contemplating 
and validating any such assignment, and the Subcontractor shall continue to perform its services 
under the Subcontract; 

(v) to the extent required by Owner and subject to the prior written 
approval of Owner, settle all outstanding liabilities and all claims arising out of any termination 
of Subcontracts.  In the event of a Termination for Convenience, except as Owner may have 
otherwise agreed to in writing, no Subcontractor shall be entitled to recover anticipated profits on 
Work unperformed or materials or equipment not incorporated or installed in the Project, nor 
shall any Subcontractor be reimbursed for losses arising out of matters covered by insurance.  
Instead, Subcontractor�s recovery shall be limited to the reasonable and actual out of pocket costs 
and expenses incurred by such Subcontractor for Work satisfactorily performed or materials, 
supplies and equipment procured, fabricated, incorporated or installed in the Project prior to the 
effective date of the termination for Convenience plus its reasonable termination costs and 
expenses. 
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(vi) if applicable and to the extent of payment received, transfer title 
to Owner, to the extent not already vested in Owner: (1) fabricated or unfabricated parts, Work in 
progress, completed Work, supplies and other materials and equipment produced as a part of, or 
acquired in connection with the performance of, the Work terminated by such notice of 
termination; and (2) copies of the Contract Documents and other Drawings, sketches, 
Specifications, Shop Drawings, information and other relevant documentation directly related to 
the performance of the Work; 

(vii) reasonably cooperate with Owner, at Owner�s sole cost and 
expense, with respect to the transition of the Work to another contractor or design/builder 
selected by the Owner to replace Design/Builder; 

(viii) complete performance of such part of the Work as shall have 
been specified in the notice of termination to be completed after the effective date of such 
termination;  

(ix) subject to the prior rights of the Design/Builder�s surety, if any, 
assign any Subcontract to Owner which Owner designates and accepts by notifying that 
Subcontractor and Design/Builder in writing, with the amount to be paid to any such 
Subcontractor under the applicable Subcontract being reduced by any amounts previously paid by 
Owner to Design/Builder for any Work performed by such Subcontractor. 

(b) In the event of a Termination for Convenience pursuant to this Section 
15.3, Design/Builder shall be paid by Owner for: (1) unpaid Costs of the Work actually incurred by 
Design/Builder in performance of the Work; (2) the actual, documented amount of Fixed General 
Conditions Expenses incurred by Design/Builder in performance of the Work; (3) reasonable, 
documented costs incurred by reason of such termination; (4) that portion of the Design/Builder's Fee 
attributable thereto (as provided under Section 17.1(ii) below); less (5) any sums properly deductible by 
Owner under the terms of this Agreement.  Notwithstanding anything to the contrary in this Agreement, 
in the event of a Termination for Convenience and for purposes of making payment under this Section 
15.3, lump sum amounts (excluding the Design/Builder�s Fee) will be subject to audit to determine costs 
actually incurred by Design/Builder. 

Section 15.4 Suspension.  Owner may, at any time and for any reason, direct 
Design/Builder to suspend the Work, or any portion thereof, for a period of time.  A notice of Suspension 
issued by Owner shall be in writing and shall specify the period during which the Work is to be 
suspended.  Subject to the termination right under Section 15.2(b) above, Design/Builder shall resume the 
Work upon the date specified in such notice, or upon such other date as Owner may thereafter specify in 
writing, except as set forth in the last sentence of this Section.  Any delay resulting from such a 
suspension of Work is an Owner-Caused Delay under Section 7.6, for which Design/Builder�s remedies 
are provided under Section 7.8.  If the increase in the Cost of the Work due to a suspension under this 
Section, when added to the sum of outstanding Construction Change Directives and Owner Directives, 
exceeds One Million Dollars ($1,000,000), Design/Builder is not obligated to resume performance of the 
Work until it receives a Change Order for the Time Extension and increase in the GMP owed under 
Section 7.8. 

Section 15.5 Damages.  In no event shall Design/Builder be entitled to any Claim for 
lost profits on unperformed Work due to a termination, except as specifically set forth in this Article. 
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ARTICLE XVI 
COMPLETION AND INSPECTION 

Section 16.1 Substantial Completion.  The Work shall be deemed substantially 
completed once the requirements of Section 7.4 above have been met.  When Substantial Completion of 
the Work has been achieved, Owner�s Representative and Design/Builder shall make an inspection of the 
Work within seven (7) calendar days to determine the extent of completion.  If Owner�s Representative 
considers the Work incomplete, Owner�s Representative or its designee will prepare and deliver to 
Design/Builder a �Punchlist� of items to be completed or corrected by Design/Builder before the Work can 
be deemed to have reached Final Completion and Owner will make Final Payment.  Owner shall have the 
right to exclude Design/Builder from the Work and Project Site after the date Substantial Completion of 
the Work has been reached, but Owner shall allow Design/Builder reasonable and timely access to 
complete or correct items on the Punchlist. 

Section 16.2 Final Progress Payment.  In the next monthly Application for Payment 
following achievement of Substantial Completion, Design/Builder may apply for and Owner, if 
Design/Builder has satisfied the requirements of Section 16.3 below and any other requirements of the 
Contract Documents relating to Retainage, shall pay Design/Builder the amount retained, less 200% of the 
reasonable values on the Punchlist.  Thereafter, payment of any then remaining retained sum for the 
Punchlist shall be made on a monthly basis as the Punchlist is completed. 

Section 16.3 Final Inspection and Acceptance.  Upon receipt by Owner of written 
notice from Design/Builder that the Work is ready for final inspection and acceptance and upon receipt of a 
Final Application for Payment, Owner�s Representative or its designee will promptly make such inspection 
and, if it finds the Work has reached Final Completion in accordance with the requirements of Section 7.5, 
Owner will promptly issue a final Certificate for Payment, stating that, on the basis of its observations and 
inspections, the Work has been completed in accordance with the terms and conditions of the Contract 
Documents and that the entire balance found to be owed Design/Builder is due and payable.  Neither the 
Final Payment nor the unpaid Retainage shall become due and payable until Design/Builder submits the 
documentation required for Final Completion under Section 7.5. 

Section 16.4 Acceptance of Final Payment.  Acceptance by Design/Builder of Final 
Payment following Final Completion of the Work shall constitute a waiver of all Claims of which 
Design/Builder has actual knowledge at the time of Final Payment, unless the same are expressly reserved 
in writing and identified by Design/Builder as unsettled at the time of Final Completion.   

ARTICLE XVII 
PAYMENTS 

Section 17.1 Progress Payments.  Attached hereto as Exhibit C is a Schedule of Values 
which allocates the GMP among the various portions of the Work.  However, except for the Fixed General 
Conditions Expenses, the individual line items within the Schedule of Values are not separately 
guaranteed.  The Schedule of Values � which Design/Builder certifies to Owner is not �front-end-loaded� 
but represents a substantially accurate allocation of the GMP to the various components of the Work � shall 
be utilized by the parties with respect to the payment of the Contract Amount hereunder.  Utilizing the 
approved Schedule of Values, the Contract Amount shall be paid monthly, based upon the percent of the 
total Work completed during such month and in accordance with the following process: 



 
D-43 

 

(a) Design/Builder shall submit to Owner its �pencil copy� monthly 
Application for Payment on or before the 25th day of each month for Work performed during the current 
month.  This �pencil copy� Application for Payment shall be based on the approved Schedule of Values 
and set forth in detail: 

(i) Cost of the Work, including all Subcontract Costs, incurred by 
Design/Builder in connection with the Work during the immediately preceding twenty-five (25) 
day period, projected through the end of the month on a pro-rata basis (less Retainage as 
described in Section 17.3 below); 

(ii) The portion of Design/Builder�s Fee earned that month based on 
the percentage completion of the Construction Phase Services; and 

(iii) The portion of the Fixed General Conditions Expenses earned by 
Design/Builder that month based on the payment schedule set forth in Exhibit A, Tab 3 (which 
payment schedule is subject to adjustment based on Change Orders and Construction Change 
Directives that include increases to the Fixed General Conditions Expenses).  In the event of a 
Design/Builder Delay (not caused by a casualty event covered and paid by property insurance, 
see 7.6(b) above), the Owner shall be entitled to equitably adjust the schedule for payment of the 
Fixed General Conditions Expenses to reflect the reasonably anticipated impact to the Critical 
Path of the Arena Schedule caused by the Design/Builder Delay. 

Change Order Work (as documented in approved Change Orders and Construction Change Directives 
under Sections 11.1 and 11.2) shall be included in monthly Applications for Payment based on the 
percentage completion of the Change Order Work. 

(b) After review by Owner, Design/Builder shall finalize the Application for 
Payment and submit it to Owner on the first (1st) day of the following month.  Any On-Site Stored 
Materials or Off-Site Stored Materials not yet incorporated into the Arena, shall be listed separately on 
each Application for Payment, and payment therefor is subject to compliance with Section 17.2 below.  
All Applications for Payment must be accompanied by such documentation (including Partial Waivers 
and Releases of Lien, in the form annexed hereto as Exhibit G, for all payments through the prior 
Application for Payment) from Design/Builder and Subcontractors as may be reasonably required by 
Owner. 

(c) Each Application for Payment shall constitute an express representation 
by Design/Builder that: 

(i) the partial payment requested has been incurred by 
Design/Builder on account of the Work or is justly due to Subcontractors; 

(ii) the materials, equipment and supplies for which such 
Application for Payment is being submitted have been installed or incorporated in the Project or 
have been stored at the Project Site or at such off-Project Site storage locations as have been 
approved in writing by Owner; 

(iii) the materials, equipment and supplies covered by prior payments 
are not subject to any security interests or similar encumbrances; 
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(iv) to the extent of payment received, no mechanic�s, laborer�s, 
vendor�s or materialman�s liens have been filed in connection with the Work, and in the event 
that Design/Builder cannot make such a statement, state in full the reasons therefor; and 

(v) the Work which is the subject of such Application for Payment 
has been performed in accordance with the Contract Documents. 

(d) Design/Builder shall carefully examine all payment breakdowns and 
Applications for Payment submitted by Subcontractors in an effort to eliminate �front-end loading.�  
Design/Builder shall under no circumstances request or allow payments to be made to any Subcontractor 
which are �front-end loaded,� and which do not accurately reflect the true value of the Work performed or 
the materials, equipment or supplies actually furnished.  In addition, Design/Builder shall notify Owner of 
any Subcontractor claims filed or threatened during the preceding month in connection with the Work for 
which Owner may be liable, and explain in detail the nature of the claim. 

(e) On or before the forty-fifth (45th) day after Owner's receipt of 
Design/Builder�s finalized monthly Application for Payment, Owner shall pay Design/Builder an amount 
equal to the sum of: (1) Cost of the Work, including Subcontract Costs, approved by Owner (less 
Retainage as set forth in Section 17.3 below); (2) approved Fixed General Conditions Expenses; (3) the 
portion of Design/Builder�s Fee due; and (4) the compensation due for the Design Team�s Design Phase 
Services and Construction Phase Services; less (5) any amounts funded by Owner and paid to 
Design/Builder through the Imprest Account, as provided in Section 17.4 below.  Design/Builder shall 
promptly process and make payment to all Subcontractors and Design Team members whose Work is 
included in the Application for Payment as paid by Owner and who would have the right to file a 
mechanic�s lien if unpaid.  This provision is strictly for the benefit of Owner in order that satisfactory 
morale and relations with Subcontractors and the Design Team be maintained, and shall not under any 
circumstances confer any right upon any third party.  This provision shall be waivable by Owner, in 
writing, in Owner's absolute discretion.  Owner reserves the right (but is not obligated) to make payment 
directly to Subcontractors and the Design Team in the event that such payments are not made by 
Design/Builder as provided for in this Agreement. 

Section 17.2 Stored Materials.  Subject to Owner�s prior, written approval, and the 
requirements set forth in this Section, Design/Builder may request payments on account of materials or 
equipment not incorporated in the Arena but delivered and suitably stored at the Project Site (�On-Site 
Stored Materials�) or some other location away from the Project Site agreed upon in writing (�Off-Site 
Stored Materials�).  With respect to On-Site Stored Materials and Off-Site Stored Materials, 
Design/Builder shall or shall cause its Subcontractors to (as both a pre-condition to payment and an 
independent obligation): 

(a) ensure that such materials meet all requirements of the Contract 
Documents; 

(b) deliver to and safely protect such materials at a secure location on the 
Project Site or a secure off-site facility acceptable to Owner; 

(c) properly inventory, segregate, and clearly stencil or otherwise mark Off-
Site Stored Materials to indicate that they are the property of ESDC; 
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(d) subject to receipt of payment for such items, transfer title to such 
materials to the ESDC free and clear of all liens and encumbrances, as evidenced by a bill of sale, bill of 
lading, bonded warehouse receipt or other documents showing unencumbered title to such materials in 
ESDC�s name; 

(e) fully insure Off-Site Stored Materials against casualty, loss and theft to 
their full replacement value, as evidenced by certificates of insurance; and 

(f) provide such other documentation as Owner, BALDC, ESDC or Bond 
Trustee may reasonably require to complete a U.C.C. filing, as Bailor (for Owner), or to perfect a senior 
security interest in such materials (for BALDC, ESDC or Bond Trustee). 

Design/Builder and its Subcontractors are prohibited from, and represent and warrant to Owner that they 
are not, including such materials in their books and records as their own inventory or asset, or using such 
materials as collateral or other security for any obligation they have to any third parties, including their 
lender(s) or other creditor(s).  Design/Builder�s and its Subcontractors books and records must reflect that 
any Off-Site Stored Materials in their possession are held by Design/Builder or Subcontractor as a bailee 
and that, to the extent payment has been received by Design/Builder for such items, title has vested in 
ESDC.  Such materials are subject to inspection by Owner or its designee upon request and, if, upon 
inspection of same by Owner or its designee, or if, upon incorporation of same into the Project, the Owner 
or its designee determine that such materials (or any portion thereof) are defective in any respect, such 
materials shall be promptly replaced without increase in the GMP after receipt by the Design/Builder of 
written notice to such effect from Owner or its designee.  The risk of loss or damage to Off-Site Stored 
Materials shall be with Design/Builder until their delivery to the Project Site. 

Section 17.3 Retainage.  Until the Work is fifty percent (50%) complete, Owner shall 
retain ten percent (10%) of the gross amount of each monthly payment request submitted by the 
Design/Builder or ten percent (10%) of the portion thereof approved by Owner for payment, whichever is 
less.  The gross amount from which Retainage is withheld shall not include the Fixed General Conditions 
Expenses, the Design/Builder�s Fee, or Costs of the Work to be reimbursed under Sections 4.3(a), 
4.3(b)(ii), and 4.3(d) � (h), including insurance costs or bond fees.  After the Project is 50% complete, no 
additional Retainage will be withheld.  Such sum shall be accumulated and not released to Design/Builder 
until Substantial Completion is obtained and the conditions of Section 16.2 and Section 16.3 above are met.  
Design/Builder and Owner acknowledge and agree that possible savings can be realized by Owner, if 
Owner permits a portion of the Retainage associated with certain Subcontractors� Work to be released to 
those Subcontractors after their Work has been completed satisfactorily but prior to Final Payment being 
due and payable to Design/Builder, pursuant to the terms of this Agreement.  Further, additional savings 
may be realized if Owner permits Design/Builder to enter into certain Subcontracts wherein no Retainage 
shall be held back on that portion of the Work.  Accordingly, as Design/Builder identifies those 
Subcontracts which might be appropriate for either no Retainage being withheld or early release of 
Retainage, Design/Builder shall provide Owner with a written proposal regarding those Subcontracts.  In 
such written proposal, Design/Builder shall state the name of the Subcontractor, its scope of work, the 
special retainage terms to be applied and the savings to be realized by Owner, if any.  If Owner concurs 
with Design/Builder�s written proposal, a Change Order shall be prepared by Owner�s Representative, to 
be signed by Owner and Design/Builder, wherein the retainage terms for that Subcontract shall be amended 
and the GMP adjusted. 

Section 17.4 Imprest Account.  Within thirty (30) days after the execution of this 
Agreement, Owner shall establish a special bank account at Chase bank in the name of Design/Builder as 
�Agent� for Owner, the funds of which shall be the property of Owner and which shall be drawn upon and 
disbursed by Design/Builder in accordance with the Imprest Account portion of the payment schedule 
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annexed hereto as Exhibit A, for the purpose of paying Fixed General Conditions Expenses incurred in 
connection with the performance of the Work and certain Costs of the Work approved in writing by 
Owner.  Such account is hereinafter called the �Imprest Account.�  Owner shall make an initial deposit of 
One Million Dollars ($1,000,000) into the Imprest Account, and shall maintain the balance of this account 
in accordance with the payment schedule annexed hereto as Exhibit A and the requirements of Section 
17.1(e) above, provided that Design Builder, as part of each monthly Application for Payment, provides an 
accounting of all Imprest Account funds spent.  The parties agree that Design/Builder shall monitor the 
Imprest Account balance to assure that at all times it contains adequate funds to cover all Fixed General 
Conditions Expenses and Cost of the Work amounts to be paid out of it during the current month and the 
next two (2) months thereafter.  In the event additional funds are required to cover such amounts, such 
additional funds shall be deposited into the Imprest Account as mutually agreed between Owner and 
Design/Builder.  When the temporary certificate of occupancy for the Arena is achieved, Owner will no 
longer be obligated to fund the Imprest Account as required in the preceding sentence, and the balance of 
the account may be drawn down by Design/Builder to cover the amount of the Fixed General Conditions 
Expenses and other costs payable from the Imprest Account under this Section. 

Section 17.5 Payment not Acceptance.  No Progress Payment or partial or entire use or 
occupancy of the Arena by the Owner shall constitute an acceptance of Work or stored materials that are 
not in accordance with the Contract Documents.  No such payment shall constitute or be construed as a 
waiver of any right or Claim by Owner in connection with such Work or stored materials. 

Section 17.6 Final Payment.  Final Payment shall be due to Design/Builder after the 
Work is finally inspected and accepted by Owner in accordance with Article XVI above. 

Section 17.7 Shared Savings Incentive.  If the final incurred Cost of the Work plus the 
Design/Builder's Fee plus the Fixed General Conditions Expenses (collectively, the �Final Costs�) are less 
than the final adjusted GMP, then Design/Builder shall share in the savings, which savings shall be 
calculated by subtracting the Final Costs from the final adjusted GMP (the "Shared Savings").  Shared 
Savings will be calculated at Final Completion,  split fifty percent (50%) to Design/Builder and fifty 
percent (50%) to Owner, and paid under Design/Builder�s Final Application for Payment, less the Retained 
Shared Savings.  However, in no event shall Design/Builder�s portion of Shared Savings exceed Five 
Million Dollars ($5,000,000).  Of this Shared Savings, Owner shall retain the lesser sum of (i) One 
Million Dollars ($1,000,000) or, (ii) the amount of the Shared Savings (which retained sum is the 
�Retained Shared Savings�), to be placed in escrow for one (1) year following Substantial Completion for 
use in the event there are Cost of the Work items for which Owner would be obligated to reimburse 
Design/Builder under Section 4.3(h).  This Retained Shared Savings shall be placed with a mutually-
acceptable escrow agent, in an interest bearing account with Chase or another mutually-acceptable 
commercial bank.  At the end of this 1-year period, the unused balance, if any, of the Retained Shared 
Savings shall be split as provided in this Section and paid to Design/Builder and Owner. 

Section 17.8 Interest on Late Payments.  Payments unpaid under this Agreement for 
thirty (30) days after their respective due dates shall accrue interest at the rate of Five and One Quarter 
percent (5.25%) per annum. 

ARTICLE XVIII 
OTHER WORK 

Section 18.1 General.  Provided that there is no adverse effect on labor relations at the 
Project Site, Owner has the right to perform other work related to the Project by Owner�s own forces, have 
other work performed by utility owners, or directly engage Separate Contractors to perform work related to 
the Project but outside the scope of this Agreement (such work hereinafter referred to as �Other Work�).  
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Alternatively, Separate Contractors may be engaged by Owner to perform work covered by this Agreement 
but is not, in the opinion of Owner, being performed by Design/Builder in a manner consistent with the 
Arena's cost, quality and scheduling objectives.  The Owner's agreements with Separate Contractors shall 
include terms, covenants, conditions and warranties substantially similar to those in this Agreement with 
respect to insurance, indemnity, safety, damage to the Project and coordination with other contractors 
working on the Project. 

Section 18.2 Cooperation and Coordination.  Design/Builder shall cooperate with 
Owner, utility owners, and Separate Contractors in regards to their performance of Other Work, and 
coordinate the Work with the Other Work.  Owner will cause its scheduling consultant to incorporate the 
Arena Schedule attached hereto as Exhibit O into the master schedule for the Project to be prepared by 
that consultant (the �Project Schedule�), which Project Schedule shall coordinate the schedules of 
Owner�s forces, utility owners, and Separate Contractors with the Arena Schedule, as reasonable and 
appropriate so the performance of the Other Work is effectively coordinated with the Work.  Owner shall 
cause the Project Schedule to be updated on a monthly basis by its scheduling consultant.  Design/Builder 
shall be provided a copy of all updates to the Project Schedule.  The parties acknowledge that the Work 
will proceed concurrently with the construction of the Urban Experience and Subway Entrance portions of 
the Project and agree that the Arena Schedule annexed hereto as Exhibit O, and Design/Builder�s Logistics 
and Coordination Plan annexed hereto as Exhibit A, Tab 11 both reflect Design/Builder�s coordination of 
the Work with the Project Schedule and such Other Work.  If the performance of any portion of the Other 
Work, or the performance by any Separate Contractor deviates from the Project Schedule or requires a 
change in Design/Builder�s Logistics and Coordination Plan in a way that will delay the critical path of the 
Work under the Arena Schedule, Design/Builder shall notify Owner within ten (10) business days after 
becoming aware of such Delay-causing condition, and the delay will be evaluated pursuant to Section 7.6. 

Section 18.3 Access to Site.  To the extent the Other Work has been identified in the 
original Project Schedule, Design/Builder shall afford each utility owner, Separate Contractor or Owner (if 
Owner is performing Other Work with Owner�s employees) safe access to the Arena Site, including the 
reasonable introduction and storage of materials and equipment, use of staging areas, hoists and elevators 
(subject to availability and scheduling as determined by Design/Builder) to perform their Other Work, 
provided that this Other Work relates to the Arena.  Design/Builder shall do all cutting, fitting and patching 
of the Work that may be required to make its several parts come together properly and integrate with the 
Other Work that has been identified.  Design/Builder shall not endanger any work of others by cutting, 
excavating or otherwise altering their work and will only cut or alter their work with the written consent of 
Owner�s Representative and others whose work will be affected, said consent not to be unreasonably 
withheld.  To the extent Design/Builder is required to provide access or to cut, fit or patch the Work in 
regards to Other Work that was not identified, and such additional services will increase Design/Builder�s 
time or cost of performance of the Work, Design/Builder shall be entitled to a Change Order for such 
increase in time or cost in accordance with the terms of Article XI herein. 

Section 18.4 Indemnity/Insurance. 

(a) If Owner chooses to perform or contract out Other Work, Owner shall 
require Separate Contractors performing this work to indemnify, defend and hold harmless the 
Design/Builder from any action, suit, claim, loss or expense, for bodily injury or property damage 
(excluding property damage covered under any Project Builder�s Risk policy) to the extent it arises out of 
such entity�s fault or negligence.  Further, Owner shall require that Design/Builder is identified as an 
additional insured on all General Liability and excess insurance policies maintained by such entities with 
respect to the Other Work, said policies to provide substantially equivalent types of coverage as are 
required of Design/Builder hereunder, with commercially reasonable limits of liability, except as 
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otherwise expressly agreed to in writing by Owner and Design/Builder.  Owner shall also require that 
Separate Contractors waive their rights (and their insurer�s rights by subrogation) to recover damages 
against Design/Builder to the extent covered under Project Builder�s Risk, General Liability or excess 
insurance policies maintained with respect to the Other Work. 

(b) Design/Builder shall indemnify, defend and hold harmless the Separate 
Contractors (as identified from time to time by Owner as performing Other Work) from any action, suit, 
claim, loss or expense, for bodily injury or property damage (excluding property damage covered under 
any Project Builder�s Risk policy) to the extent it arises from Design/Builder�s fault or negligence.  
Further, Design/Builder shall identify such Separate Contractors as additional insured on all General 
Liability and excess insurance policies Design/Builder is required to maintain with respect to the Work.  
Design/Builder waives its rights (and its insurer�s rights by subrogation) to recover damages against 
Separate Contractors to the extent covered under Project Builder�s Risk, General Liability or excess 
insurance policies Design/Builder is required to maintain with respect to the Work. 

Section 18.5 Damage Caused by Design/Builder.  Except for damage to be covered by 
any property insurance applicable to the Project, if Design/Builder causes damage to the Other Work, it 
shall promptly remedy such damage and correct any impact to the Arena Schedule resulting from such 
damage at Design/Builder�s own cost and expense. 

ARTICLE XIX 
DOCUMENT OWNERSHIP 

Section 19.1 General.  The drawings, specifications and other documents furnished by 
or for the Design/Builder shall remain the property of Design/Builder and/or the Design Team.  Drawings, 
specifications and other documents furnished by or for the Design/Builder shall not be used by the Owner 
on other projects, except by written agreement relating to use, liability and compensation.  The Owner 
agrees to hold Design/Builder and the Design Team harmless and hereby releases Design/Builder and the 
Design Team for any loss caused to Design/Builder or the Design Team by Owner�s unauthorized use of 
the drawings, specifications and other documents furnished by or for Design/Builder for the Arena. 

Section 19.2 License in Documents.  Design/Builder hereby unconditionally and 
irrevocably transfers and assigns to Owner a worldwide, non-exclusive, non-terminable, royalty-free 
license to use the Phased Arena Design Documents, photographs, renderings, sketches, presentations, 
reports, calculations, information, and other work product prepared or used by Design/Builder, the Design 
Team, Subcontractors or others employed by or through any of them in connection with the Work (the 
�Licensed Documents�), for use solely by Owner, its Affiliates, subsidiaries and assigns, including 
BALDC, ESDC, EDC and the City, in connection with the development, construction, operation and 
maintenance of the Arena.  This license shall also include the right to use the Licensed Documents and any 
images of the Arena (photographic or otherwise) throughout the world for the marketing and promotion of 
Owner�s its Affiliates�, subsidiaries� and assignees� businesses, including events and other commercial and 
non-commercial ventures and purposes, without payment of any additional compensation to the 
Design/Builder, Design Team, Subcontractors or others.  Specifically, Owner, its Affiliates, subsidiaries 
and assigns are permitted to use the Arena�s image and likeness in all forms of advertising and promotions 
(TV, print, point of sale, sales collateral, brochures, direct mail, and internet), on promotional merchandise 
for current and potential customers and employees, on merchandise that is co-branded with the Nets and 
other end-users of the Arena, and for other commercial and non-commercial purposes.  Notwithstanding 
anything herein to the contrary, Owner acknowledges and agrees that, except as otherwise hereafter may be 
agreed to by Design/Builder in writing, Owner�s use of the Licensed Documents is limited exclusively to 
the Arena, including any future renovations or additions to the Arena.  Owner�s right to use the Licensed 
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Documents is applicable even in the event of any termination of this Agreement prior to Final Completion 
of the Work.  However, any use of the Licensed Documents by Owner without Design/Builder�s direct 
involvement (including any use by Owner or any third party after any termination of this Agreement), shall 
be at Owner�s sole risk.  The Design/Builder shall have no liability to the extent any claim, loss or damage 
could have been avoided by Design/Builder�s direct involvement in the use of the Licensed Documents.  
Additionally, in the event this Agreement is terminated for convenience or due to an Owner default, 
Design/Builder shall have no liability with respect to any such use by Owner or anyone claiming through 
Owner.  To the extent the claim, loss or damage could have been avoided or in the event of a termination 
for convenience or due to an Owner default, Owner hereby agrees to indemnify, defend and hold harmless 
Design/Builder, the Design Team, Subcontractors or others employed by or through any of them in 
connection with the Work, from any claim, suit, action, cost, expense or damage that may be asserted 
against Design/Builder, the Design Team, Subcontractors or others employed by or through any of them in 
connection with the Work, arising out or relating to any such use of the Licensed Documents without 
Design/Builder�s direct involvement. 

ARTICLE XX 
INSURANCE / INDEMNITY / LIABILITY 

Section 20.1 Insurance.  Owner shall carry insurance of the types and in the amounts 
shown in Exhibit H to this Agreement.  Upon execution of this Agreement or the date construction of the 
Arena begins, whichever is later, Owner shall furnish proof that the required insurance has been obtained.  
Design/Builder shall carry insurance of the types and in the amounts shown in Exhibit I to this Agreement.  
Design/Builder shall furnish proof that the required insurance has been obtained, as required in Exhibit I. 

Section 20.2 Subrogation Waiver.  Design/Builder, its Subcontractors and consultants, 
and Owner waive all rights they have (or their insurers may have by subrogation) to recover against each 
other for damages covered by insurance to the extent insurance proceeds are paid and received, except such 
rights as they may have to the proceeds of such insurance. 

Section 20.3 Indemnification by Design/Builder.  To the fullest extent permitted by 
law, Design/Builder shall indemnify and hold harmless the Indemnitees from and against claims, damages, 
losses and expenses, including but not limited to attorneys' fees, arising out of or resulting from 
performance of the Work, provided that such claim, damage, loss or expense is attributable to: 

(a) bodily injury, sickness, disease or death, or to injury to or destruction of 
tangible property (other than the Work itself); 

(b) any fines or penalties incurred because of Design/Builder�s failure to 
comply with Applicable Laws, Rules and Regulations, including violations issued by The New York City 
Department of Buildings or OSHA; or 

(c) any infringement of patents or other intellectual property rights covering 
products, processes or other items used in the Work, provided such processes, products or other items 
were not specified or mandated by Owner over Design/Builder�s objection; 

to the extent caused by the negligent acts or omissions or tortious intentional conduct of Design/Builder, 
or its Subcontractors, the Design Team, consultants, or others for whom they may be liable, regardless of 
whether or not such claim, damage, loss or expense is caused in part by an Owner Indemnitee.  Such 
obligation shall not be construed to negate, abridge, or reduce other rights or obligations of indemnity 
which would otherwise exist at law as to a party or Person described in this Section. 
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(d) In claims against any Indemnitee by an employee of Design/Builder, its 
Subcontractors, consultants or others performing the Work through or under any of them, the 
indemnification obligation under this Section 20.3 shall not be limited by a limitation on amount or type 
of damages, compensation or benefits payable by or for the Design/Builder, or its Subcontractor or 
consultant, under workers' compensation acts, disability benefit acts or other employee benefit acts.  
Specifically, Design/Builder agrees to the indemnity obligations herein notwithstanding any provisions of 
Workers� Compensation Law §11 that would otherwise limit Design/Builder�s liability as an employer, 
which provisions are hereby waived. 

Section 20.4 Limited Recourse.  The obligations of Owner and Design/Builder 
hereunder do not constitute personal obligations of any of their constituent members or any natural persons 
who comprise the members, trustees, officers, shareholders, directors, employees or agents of either of 
them.  As to Claims and disputes between Owner and Design/Builder, each of the Owner and 
Design/Builder shall look to the assets of the other party for satisfaction of any liability against it, and will 
not seek recourse against any of its constituent members or any natural persons who comprise the 
members, trustees, officers, shareholders, directors, employees or agents of any of them or any of their 
personal assets for such satisfaction.  However, this clause shall not protect such persons from fraud, 
intentionally tortious conduct, or acts committed in violation of any duty of corporate loyalty. 

Section 20.5 Limitation of Liability for Design Errors and Omissions.  Notwithstanding 
anything in the Contract Documents to the contrary, it is expressly acknowledged and agreed by the parties 
that Design/Builder�s liability to Owner, and everyone claiming by or through Owner, for any and all 
design errors or omissions with respect to this Project, shall be capped at and in no event shall exceed the 
total amount of the Professional Liability insurance to be carried pursuant to the terms of this Agreement 
by the Design/Builder, Architect of Record and the members of the Design Team who may be responsible 
for an error or omission.  However, if the Design/Builder or responsible member of the Design Team fails 
to maintain Professional Liability insurance as specified in this Agreement, or fails to comply with the 
requirements of the next sentence, the limitation on liability set forth in this Section shall be void and of no 
effect.  Design/Builder must undertake (and cause all responsible Design Team members to undertake) all 
commercially reasonable efforts to ensure that its insurer actually covers any claim covered under the terms 
of this Professional Liability insurance, which efforts include timely providing notice to the insurer of any 
claim or potential claim, paying the premium for such insurance, cooperating with the insurer�s 
investigation of any claim, and, in the case of a wrongful denial of coverage by the insurer, bringing any 
legal proceeding or other action necessary to secure coverage and prosecuting such action diligently, in 
good faith, and through all available appeals.  Nothing in this Section 20.5 shall be construed as a 
limitation on Owner�s right to seek recovery from any other Professional Liability insurance coverage 
procured by Owner and applicable to the Project (�Other Professional Liability Insurance�).  
Accordingly, Hunt and/or the responsible member of the Design Team shall be liable to Owner for 
amounts in excess of their respective Professional Liability insurance policies, but only (i) to the extent any 
amounts for such excess liability are paid for by the Other Professional Liability Insurance, and (ii) 
provided that the Other Professional Liability Insurance company has no recourse against Hunt and/or the 
responsible member of the Design Team as a result of Owner�s recovery of such amounts. 

Section 20.6 Mutual Waiver of Consequential Damages.  Notwithstanding anything 
herein to the contrary, the Design/Builder and Owner hereby waive all Claims against each other for 
consequential and indirect damages, arising out of or relating to this Agreement, including the following: 

(a) Damages incurred by Owner for rental expenses, losses of use, profits, 
income, financing, business and reputation, loss of management or employee productivity, or of the 
services of such Persons; and 
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(b) Damages incurred by Design/Builder for principal office expenses, 
including the compensation of personnel stationed there, for losses of financing, business, and reputation, 
and for loss of profit except profit arising directly from the Work performed. 

This mutual waiver is applicable, without limitation, to all consequential damages due to either party�s 
termination in accordance with Article XV herein.  However, nothing in this Section constitutes or may 
be construed as a waiver of the liquidated damages provision set forth in Section 7.10, or to limit the 
amount of damages recoverable under any Project insurance policies. 

ARTICLE XXI 
SUCCESSORS AND ASSIGNS 

Section 21.1 General.  This Agreement shall be binding on the successors, assigns, and 
legal representatives of Owner and Design/Builder. 

Section 21.2 Assignment by Design/Builder.  Design/Builder may not assign this 
Agreement or the performance of all or any of its obligations hereunder without the prior written consent 
of Owner, which consent may be given or withheld in Owner's sole and exclusive discretion.  The 
provisions of this Section may not be waived or otherwise modified except by a written instrument signed 
by Owner. 

Section 21.3 Assignment by Owner. 

(a) This Agreement shall be freely assignable by Owner, without the consent 
of Design/Builder to any Permitted Assignee, provided that such Permitted Assignee agrees to assume 
Owner's obligations and liabilities hereunder.  In all other cases, Owner's assignment of this Agreement is 
subject to the prior approval of Design/Builder, which approval shall not be unreasonably withheld or 
delayed. 

(b) If Owner assigns this Agreement as set forth in Section 21.3(a) above, 
Design/Builder shall perform all of its obligations under this Agreement, and complete the Work in the 
manner required by this Agreement.  The Permitted Assignee or other approved assignee may, among 
other things, use the Licensed Documents without payment of any additional fees or charges, and may 
enforce the obligations of Design/Builder hereunder with the same force and effect as if the Permitted 
Assignee or other approved assignee assumes the obligations and liabilities of Owner.  Upon such 
assignment to and assumption by a Permitted Assignee, Owner shall have no obligations or liabilities to 
Design/Builder arising from the Work performed after the effective date of the assignment, provided that 
the Permitted Assignee has a documented net worth sufficient, in Design/Builder�s reasonable opinion, to 
satisfy all of the financial obligations of Owner under the Contract Documents and has the ability to 
satisfy all other obligations of Owner under the Contract Documents.  Design/Builder shall certify, in the 
form reasonably required by any such Permitted Assignee or other approved assignee, that the 
undertakings contained herein as to the obligations in favor of such Permitted Assignee or other approved 
assignee shall run in favor of such Permitted Assignee or other approved assignee. 

(c) Notwithstanding the terms and conditions set forth in �(a)� and �(b)� 
above, the parties expressly contemplate and agree that this Agreement will be entered into initially by 
Brooklyn Arena, LLC then assigned in its entirety to Brooklyn Events Center, LLC immediately upon the 
effectiveness and commencement of the Arena Lease.  The assignment contemplated by this paragraph 
shall occur automatically and without any further action by Owner.  Upon the occurrence of such 
assignment, Owner shall provide notice of the same to Design/Builder. 
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ARTICLE XXII 
MISCELLANEOUS 

Section 22.1 Effective Date.  This Agreement, when executed by the parties, shall be 
effective as of January 28, 2009, notwithstanding the date of its actual execution. 

Section 22.2 ADT/Simplex Grinnell.  Owner has advised Design/Builder that an 
Affiliate of Owner is a party to certain agreements with ADT in connection with the Arena that grant ADT 
certain rights and require, among other things, that Owner retain, or cause Design/Builder to retain, ADT 
or its affiliate, Simplex Grinnell (collectively, �ADT�) to furnish certain work, labor and services for the 
construction and operation of the Arena, provided that ADT complies with the pricing and other 
obligations it has to Owner or Owner�s Affiliate under such agreements.  If ADT is retained by 
Design/Builder, ADT shall be required to enter into Design/Builder�s standard form of Subcontract 
(�Standard Subcontract�).  To the extent ADT refuses to sign Design/Builder�s Standard Subcontract, 
then at Owner�s request and as an accommodation to Owner, Design/Builder may, in its sole discretion, 
choose to enter into a modified form of Subcontract with ADT (�Modified Subcontract�).  In such 
instance, in consideration for Design/Builder�s accommodation to Owner and in order to mitigate 
Design/Builder�s increased exposure and risk due to such accommodation, Owner agrees that 
notwithstanding anything in this Agreement to the contrary, in regards to the portions of the Work that may 
be performed by ADT, Design/Builder shall not owe Owner any greater obligation or responsibility than 
that which is owed by ADT to Design/Builder under the Modified Subcontract.  In addition, Owner waives 
and releases any and all claims against Design/Builder to the extent they would have been prevented, 
avoided or recoverable from ADT, had ADT signed the Standard Subcontract.  Furthermore, Owner shall 
indemnify, defend and hold Design/Builder harmless for all claims, damages, losses and expenses incurred 
by Design/Builder to the extent such claims, damages, losses and expenses would have been prevented, 
avoided or recoverable from ADT, had ADT signed the Standard Subcontract. 

Section 22.3 Cooperation with Bond Trustee/BALDC. 

(a) When executed, the Arena Lease will provide for enforcement of the 
Owner's rights under this Agreement by BALDC in the event of a default by Owner under the Arena 
Lease, and will require the collateral assignment of this Agreement to BALDC using a consent to 
assignment form annexed hereto as Exhibit T, which Design/Builder agrees to execute.  

(b) The Arena Lease will also require certifications by the Architect of 
Record stating, among other things, that the Work has been performed in accordance with the 
Construction Documents and that the Arena, if completed in accordance with the Construction 
Documents, will be in compliance with applicable laws and can be legally occupied for its intended 
purpose.  Design/Builder shall cause the Architect of Record to execute such certifications in the form 
annexed hereto as Exhibit U when requested by Owner or BALDC.   

(c) BALDC and the Bond Trustee (or its designee, Merritt and Harris or 
such successor firm as the Bond Trustee may appoint) shall also have the right under the Arena Lease and 
Bond Documents, respectively, to review the progress of the Work and to approve payments made to 
Design/Builder under this Agreement or Change Orders over a specified value; and to confirm that the 
parties are in compliance with the requirements of this Agreement.  Accordingly, all Work to be furnished 
under this Agreement by the Design/Builder shall be subject to the reasonable review of BALDC and the 
Bond Trustee (or its designee) to confirm such compliance with the requirements of this Agreement.  
However, Owner and Bond Trustee shall not withhold payment for Work for which payment is due in 
accordance with the Contract Documents. 
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ARTICLE XXIII 
DEFINITIONS 

Section 23.1 Definitions.  The initially capitalized terms used in this Agreement, and all 
amendments hereto, shall have the following meanings: 

�Acceleration� means the process by which Design/Builder increases the rate of 
performance of the Work in an attempt to regain lost time and maintain the Arena Schedule.  It�s verb 
form �Accelerate� means to undertake the process of Acceleration. 

�ADT� has the meaning provided in Section 22.23 hereof. 

�Affiliate� means an entity directly or indirectly controlling or controlled by Owner or 
directly or indirectly under common control with Owner.  For the purposes of this definition, the term 
�control� as used with respect to any entity, means the possession, directly or indirectly, of the power to 
direct or cause the direction of the management of such entity, whether through ownership of voting 
securities or by contract or otherwise. 

�Allowances� has the meaning provided in Section 4.9(a) hereof. 

�Applicable Laws, Rules and Regulations� means all applicable Federal, State and 
local laws, statutes, codes, rules, regulations and ordinances, both in effect at the time of execution of this 
Agreement and as may be put into effect or amended during the term of this Agreement, but subject to the 
terms of Section 8.4 hereof. 

�Application for Payment� means Design/Builder's monthly requisition which shall be 
submitted on AIA Documents G702, G703 or such other form as may be agreed upon by Owner and 
Design/Builder. 

�Architect of Record� means Ellerbe Becket, or any successor architect designated in 
writing by Design/Builder and approved by Owner.  For the purposes of this Agreement, �Architect of 
Record� includes the Architect�s Consultants identified in Exhibit A, Tab 6 and any other Architect�s 
Consultants performing the Work, with respect to the portion of the Work for which they are the principal 
designer. 

�Architect's Consultants� means the engineers and specialty consultants retained 
directly by Architect including, but not limited to, the firms and individuals identified in Exhibit A, Tab 
6, and any engineers and specialty subconsultants working under any of them in any lower tier. 

�Arena� has the meaning provided in the Recitals hereto. 

�Arena Block Parcel� has the meaning provided in the Recitals hereto. 

�Arena Budget� means the anticipated costs to be paid to Design/Builder for the Work. 

�Arena Lease� has the meaning provided in the Recitals hereto, and shall also include 
any interim lease agreement entered into by BALDC, as Landlord, and an Affiliate of Owner, as Tenant, 
during the period after title to the Arena Site vests in ESDC but before vacant possession of the Arena 
Site is delivered to Owner. 
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�Arena Schedule� means the schedule prepared by the Design/Builder and attached to 
this Agreement as Exhibit O, detailing the sequence and time durations for the Work and the Milestone 
Dates, as that schedule thereafter is to be revised and updated by Design/Builder as required by the terms 
of the Contract Documents. 

�Arena Site� has the meaning provided in Section 2.1. 

�Arena Team� means Owner, Owner�s Representative, Design/Builder, Architect of 
Record, the Design Team, Owner�s Consultants, and other consultants regardless of whether retained by 
Owner or Design/Builder. 

�As-Built Drawings� is synonymous with Record Contract Documents, as that term is 
defined herein. 

 �BALDC� has the meaning provided in the Recitals hereto. 

�Bid Documents� means the procedural documents and Bid Packages submitted to 
prospective Subcontractors in connection with the competitive bidding process. 

 �Bid Package� shall mean the collection of pertinent portions of the Phased Arena 
Design Documents, proposed form of Subcontract, invitation to bid, instructions for bidders, and other 
documents included in a package suitable for bidding by prospective Subcontractors working in a specific 
construction trade.  

�Bond Documents� has the meaning provided in the Recitals hereto. 

�Bond Proceeds� has the meaning provided in the Recitals hereto. 

�Bond Trustee� means the Trustee identified in the Bond Documents as responsible for, 
among other things, enforcing the rights and obligations of the bond holders and distributing Bond 
Proceeds to Owner under the Bond Documents. 

�Change Order� has the meaning provided in Section 11.1(a) hereof. 

 �Change Order Proposal� means a written proposal by Design/Builder covering 
proposed Change Order Work submitted in response to a PCO issued by Owner.  This proposal shall 
include such detail as is reasonably satisfactory to Owner, which detail may include breakdowns by trades 
and work classifications, and using the �unit prices,� if any, set forth in the Contract Documents, or such 
other costing method specified by Owner, Design/Builder�s proposal for the cost or savings of the change 
reflected in the PCO, and Design/Builder�s requested changes in the Arena Schedule which would result 
from implementation of the PCO. 

�Change Order Work� means Work undertaken by Design/Builder under a signed 
Change Order or Construction Change Directive. 

�City� means the City of New York and its agencies. 

�Claim� has the meaning provided in Section 14.1 hereof. 

 �Commissioning Plan� means a written plan agreed upon by Owner and Design/Builder 
covering the initial startup, testing and operation of all systems comprising any portion of the Work. 
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�Confidential Information� means all Project information which is specifically labeled 
or identified to Design/Builder as confidential by Owner in writing, and which relates to the Owner�s 
business, services, research or development, clients, or customers, or which relates to similar information 
of a third party who has entrusted such information to the Owner including specialized know-how, 
technical or non-technical data, method, technique, drawing, process, financial or business information, 
models, list of actual or potential customers or suppliers, novel analysis, work papers, studies or other 
documents that contain, reflect, or are based on such information. 

�Construction Change Directive� has the meaning provided in Section 11.2 hereof. 

�Construction Documents� means the final, approved Phased Arena Design Documents 
prepared by Design/Builder from which the Work is to be constructed. 

�Construction Documents Phase� shall mean that period of the Design Phase Services 
during which the Construction Documents are prepared by Design/Builder by or through the Design 
Team. 

�Construction Phase� shall mean that period of the Construction Phase Services during 
which the Arena is constructed by Design/Builder, commencing with the start of Design/Builder�s 
Construction Phase Services. 

�Construction Phase Services� has the meaning provided in Section 2.3 hereof. 

�Construction Phasing Plan� has the meaning provided in Section 9.10 hereof. 

�Contract Amount� has the meaning provided in Section 4.1 hereof. 

�Contract Documents� has the meaning provided in Section 1.1 hereof. 

�Cost of the Work� has the meaning provided in Section 4.3 hereof. 

�CPM� means a critical path method format to be used for the Arena Schedule. 

�Critical Path� means the sequence of Work activities identified in the Arena Schedule 
that, if any one or more of such activities is delayed, will cause a corresponding Delay in the Substantial 
Completion Date. 

�Daily Report� means a written report provided on a daily basis by the Design/Builder 
that sets forth the information described in paragraph VI.H. of Exhibit L. 

�Declaration� has the meaning provided in the Recitals hereto. 

�Delay� means any delay of, impediment to, or interruption in the progress of the Work, 
from what was anticipated on the then current Arena Schedule. 

�Design/Builder�s Construction Contingency� or �Contingency� means an amount 
within the GMP that is available for use by Design/Builder, as more fully described in Section 3.3 hereof. 

�Design/Builder� means Hunt Construction Group, Inc., its successors and assigns. 

�Design/Builder Delay� has the meaning provided in Section 7.6 hereof. 
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�Design/Builder�s Fee� has the meaning provided in Section 4.8 hereof. 

�Design/Builder�s Representative� has the meaning provided in Section 8.8 hereof. 

�Design Phase Services� has the meaning provided in Section 2.2 hereof. 

 �Design Team� means the Architect of Record and Architect�s Consultants. 

�Development Agreement� has the meaning provided in the Recitals hereto. 

�Development Project� has the meaning provided in the Recitals hereto. 

�Development Project Site� has the meaning provided in the Recitals hereto. 

�Drawings� means the graphic or pictorial portions of the Phased Arena Design 
Documents, wherever located and whenever issued, that are proposed by the Architect of Record or other 
member of the Design Team, and show, among other things, the location and dimensions of the Work, 
and generally include plans, elevations, sections, details, schedules and diagrams. 

�EDC� means the New York City Economic Development Corporation. 

�Emergency Change Order� has the meaning provided in Section 11.6 hereof. 

�Emergency Changes� has the meaning provided in Section 11.6 hereof. 

�ESDC� has the meaning provided in the Recitals hereto. 

�Event of Default� means actions and/or inactions on the part of Design/Builder as 
described in Section 15.1 that justify termination of Design/Builder by Owner for default, subject to the 
terms of Section 15.1. 

�Excusable Delay� has the meaning provided in Section 7.6 hereof. 

�Exterior Façade Allowance� has the meaning provided in Section 4.9(a) hereof. 

�Fee Collar� has the meaning provided in Section 4.9(a) hereof. 

�Final Completion� means that Design/Builder has satisfactorily completed all of the 
Work in conformance with the requirements of the Contract Documents, including Section 7.5 hereof. 

�Final Completion Date� means the date in the then-current Arena Schedule by which 
Design/Builder is required to achieve Final Completion of the Work, as said date is to be adjusted 
pursuant to the terms of the Contract Documents. 

�Final Costs� has the meaning provided in Section 17.7 hereof. 

�Final Payment� means the last payment to Design/Builder, including all remaining 
Retainage, in connection with the Project. 
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�Fixed General Conditions Expenses� means those costs identified in Tab 4 of Exhibit 
A incurred by Design/Builder in performing the portions of the General Conditions Work identified in 
Tab 4 of Exhibit A as fixed general conditions tasks. 

�Force Majeure Delay� has the meaning provided in Section 7.6 hereof. 

�General Conditions Work� has the meaning provided in Section 2.3 hereof. 

�Guaranteed Maximum Price� and �GMP� mean the guaranteed maximum price for 
the Work as defined in Section 3.1 hereof. 

�Governmental Authorities� means all Federal, State, local and quasi-governmental 
agencies having jurisdiction over the Work, including the New York City Building Department, ESDC, 
BALDC, MTA, LIRR and EDC. 

�Ground Lease� has the meaning provided in the Recitals hereto. 

�Hazardous Material� shall mean any hazardous waste, toxic substance, asbestos 
containing material, petroleum product, or related materials including, but not limited to, substances 
defined as "hazardous substances" or "toxic substances" in the Comprehensive Environmental Response, 
Compensation and Liability Act of 1980, as amended, 42 U.S.C. Sec. 9061 et seq.; Hazardous Materials 
Transportation Act, as amended, 49 U.S.C. Sec. 1802 et seq.; the Resource Conservation and Recovery 
Act, as amended, 42 U.S.C. Sec. 6901 et seq.; and the corresponding regulations (as amended) issued 
pursuant to these acts. 

�Imprest Account� has the meaning provided in Section 17.4 hereof. 

�Indemnitees� means Owner, Brooklyn Arena, LLC, Atlantic Yards Development 
Company, LLC, Atlantic Rail Yards, LLC, Forest City Enterprises, Inc., BALDC, ESDC, EDC, MTA, 
LIRR, NYCTA, the City, Bond Trustees, and their respective members, partners, principals, shareholders, 
directors and employees, successors and assigns. 

�Insolvency Proceeding� has the meaning provided in Section 15.1(a)(iii) hereof. 

�Job Progress Report� means the monthly report that Design/Builder is required to 
submit in accordance with Section VII of Exhibit L. 

�Key Employees� means those employees of the Design/Builder identified in Section 
1.10, who will have primary responsibility for implementing the Design/Builder's obligations under this 
Agreement. 

�Lender� means any entity or institution that provides financing in connection with the 
design and construction of the Arena. 

�Licensed Documents� has the meaning provided in Section 19.2 hereof. 

�LIRR� means the Long Island Rail Road Company. 

�Long Lead Item� means a material and/or piece of equipment that must be ordered 
substantially in advance of the date on which it is scheduled to be incorporated into the Work because of 
its lengthy production, manufacturing, fabrication or delivery schedule. 
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�Master Closing� means the date the Bond Documents, Arena Lease, Ground Lease, 
Development Agreement, and other documents necessary for the commencement and financing of the 
Project, will be executed and in full force and effect. 

�MGPP� has the meaning provided in the Recitals hereto. 

�Milestone Date� means a specified date in the Arena Schedule for the start or 
completion of the Work, a certain portion of the Work, or some other material event identified in the 
Arena Schedule. 

�Minor Change� means a written document directing changes in the Work that do not 
involve an adjustment to the GMP or a Time Extension, and are not inconsistent with the intent of the 
Contract Documents. 

�Modified Subcontract� has the meaning provided in Section 22.23 hereof. 

�MTA� means the Metropolitan Transportation Authority, its affiliates and subsidiaries, 
including the LIRR and NYCTA. 

�NBA� has the meaning provided in Section 1.2 hereof. 

�NYCTA� means the New York City Transit Authority, its affiliates and subsidiaries, 
including the Manhattan and Bronx Surface Transit Operating Authority and the Staten Island Rapid 
Transit Operating Authority. 

�OCIP� shall mean an Owner�s Controlled Insurance Program as described in 
Exhibit H. 

�Off-Site Stored Materials� has the meaning provided in Section 17.2 hereof. 

�OME Proposal� means a written proposal prepared by Design/Builder in response to a 
PCO from Owner, for which design and/or cost estimating services are required before Design/Builder 
can submit a Change Order Proposal.  This OME Proposal shall contain: (i) Design/Builder�s order of 
magnitude estimate (to the extent then known) of the cost or savings of the Change Order Work, and 
estimated changes in the Arena Schedule, that might result from the change reflected in the PCO; and (ii) 
a fixed cost proposal for the design and/or estimating services Design/Builder proposes to incur to prepare 
and submit a Change Order Proposal for such Change Order Work. 

�On-Site Stored Materials� has the meaning provided in Section 17.2 hereof. 

�Opening Event� means the first event open to the general public to be held in the Arena 
(e.g., a basketball game, concert, show or other similar event). 

�Opening Event Date� means the date established by the Owner and Design/Builder 
under Section 7.11 hereof for the Opening Event to be held. 

�Other Work� has the meaning provided in Section 18.1 hereof. 

�Owner� means Brooklyn Arena, LLC, its successors and assigns, from the Effective 
Date of this Agreement through the date of its assignment under Section 21.3(c), upon which date Owner 
shall mean Brooklyn Events Center, LLC. 
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�Owner-Caused Delay� has the meaning provided in Section 7.6 hereof. 

�Owner Directive� has the meaning provided in Section 11.3 hereof. 

�Owner Consultants� means design professionals (other than Architect of Record and 
Architect's Consultants), other specialty consultants and advisors, who are retained directly by Owner, as 
described in Section 8.5 hereof. 

�Owner�s Representative� is the person identified in Section 9.1 or a person designated 
in writing to act on his behalf within a specified scope of authority. 

�PCO� means a potential Change Order proposal submitted by Owner to Design/Builder. 

�Permitted Assignee� means the Bond Trustees, BALDC, ESDC, EDC, a Lender or 
Affiliate of Owner. 

�Person� means: (1) an individual, corporation, limited liability company, partnership, 
joint venture, estate, trust, unincorporated association or other entity; (2) any Federal, State, county or 
municipal government (or any bureau, department, agency or instrumentality thereof); and (3) any 
fiduciary acting in such capacity on behalf of any of the foregoing. 

�Phased Arena Design Documents� has the meaning provided in Section 9.5 hereof. 

�PLA� means that Project Labor Agreement between the New York City Building and 
Construction Trades Council and Owner�s Affiliates, Brooklyn Arena, LLC and Atlantic Yards 
Development Company, LLC and each of the applicable collective bargaining agreements referenced 
therein, dated as of February 2007.  However, if the New York City Building and Construction Trades 
Council agrees to execute the Economic Recovery Project Labor Agreement with Design/Builder in 
connection with the Arena, the definition of �PLA� shall include such Economic Recovery Project Labor 
Agreement. 

�Pre-Construction Cost Certainty Estimating Agreement� has the meaning provided 
in Section 1.6 hereof. 

�Pre-Purchased Item� means an item, material and/or equipment purchased by Owner, 
Design/Builder or a Subcontractor in advance of the time that such item will be installed in the Work, and 
stored on or off the Project Site.  Pre-Purchased Items include, but are not limited to, Long Lead Items, 
On-Site Stored Materials, and Off-Site Stored Materials. 

�Progress Payment� shall mean a monthly payment to the Design/Builder in accordance 
with the requirements of Article XVII. 

�Project� has the meaning provided in the Recitals hereto. 

�Project Coordinator� means Turner Construction Company or any successor firm 
retained by Owner to oversee construction of the Urban Experience and Subway Entrance portions of the 
Project and to coordinate such work with the Arena Work. 

�Project Schedule� has the meaning provided in Section 18.2 hereof. 

�Project Site� has the meaning provided in the Recitals hereto. 
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 �Punchlist� means a list, compiled by Owner or its designee, that identifies items of 
Work that remain to be completed or corrected prior to Final Completion and Final Payment. 

�Purchase Order� means a written agreement between Design/Builder or a 
Subcontractor and a Supplier in connection with the furnishing by the Supplier of materials and/or 
equipment in connection with the Work. 

�Qualifications and Assumptions� means the express assumptions, clarifications and 
qualifications of the Design/Builder underlying the GMP, that are included in the GMP Documents that 
are identified in attached Exhibit A, Tab 8.  

�Record Contract Documents� has the meaning provided in Section 8.9 hereof. 

�Recovery Plan� means a written plan prepared by Design/Builder that (1) describes 
how Design/Builder intends to reorganize, re-sequence and/or Accelerate the Work to mitigate Delays 
and their impact on the Arena Schedule, and (2) demonstrates the manner in (and extent to) which the lost 
time in the Arena Schedule may be regained. 

�Retainage� means an amount withheld by Owner from Progress Payments to 
Design/Builder as provided in Section 17.3 hereof. 

�Retained Shared Savings� has the meaning provided in Section 17.7 hereof. 

�Samples� means physical examples that illustrate materials, equipment or 
workmanship, and which establish standards by which the Work will be judged. 

�Schedule of Values� means the line item breakdown of the GMP attached as Exhibit C, 
that was prepared by Design/Builder and approved by Owner, which shall be used as a basis for Progress 
Payments to the Design/Builder, as said schedule hereafter may be adjusted in accordance with the terms 
of the Contract Documents. 

 �Separate Contractors� means contractors or construction managers, other than the 
Design/Builder, that are retained directly by Owner to perform Other Work or services in connection with 
the Arena. 

�Shared Savings� has the meaning provided in Section 17.7 hereof. 

�Shop Drawings� means drawings, diagrams, illustrations, schedules, performance 
checks and other data prepared by Design/Builder or any Subcontractor to illustrate how a specified 
portion of the Work will be constructed. 

 �Site Safety Manager� means the certified individual or Person appointed by 
Design/Builder to be responsible for Arena Site safety. 

�Specifications� means the portion of the Phased Arena Design Documents (including 
the Construction Documents) consisting of the written requirements for materials, equipment, systems, 
standards and workmanship for the Work, and performance of related services. 

�Standard Subcontract� has the meaning provided in Section 22.23 hereof. 
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�Subcontract� means a written agreement between Design/Builder and a Subcontractor.  
The term also includes subcontracts and Purchase Orders between Subcontractors and lower tier sub-
subcontractors, Suppliers and vendors. 

�Subcontract Costs� means amounts properly billed by Design/Builder for Work 
performed by Subcontractors in accordance with the Contract Documents. 

�Subcontractor� means a Person having a Subcontract directly with Design/Builder to 
perform a portion of the Work or to supply materials and/or equipment.  The term also includes Suppliers, 
lower tier subcontractors and other vendors providing materials and/or equipment directly or indirectly to 
a Subcontractor. 

�Submittal� means a Shop Drawing, Sample, catalog cut or similar item submitted by a 
Subcontractor. 

�Submittal Log� means a log maintained by Design/Builder indicating the dates of 
submission of Shop Drawings and other Submittals by Subcontractors and their return after review by the 
Design Team. 

�Substantial Completion� means that stage in the progress of the Work when the Work 
is sufficiently complete so the conditions of Section 7.4 have been satisfied by Design/Builder or been 
waived. 

�Substantial Completion Date� means the date identified in the then current Arena 
Schedule by which the Work must be Substantially Complete, as said date is to be adjusted pursuant to 
the terms of the Contract Documents. 

�Substitution� means a replacement or alternative to an item of material or equipment 
identified in the Construction Documents which is proposed by Design/Builder and approved in writing 
by Owner. 

�Subway Entrance� means the entrance to be constructed for entry to the Atlantic 
Avenue/Pacific Street subway lines on the Project Site near the Southeast corner of the intersection of 
Flatbush Avenue and Atlantic Avenue. 

�Supplier� means a Person that supplies materials and/or equipment to Design/Builder or 
a Subcontractor in connection with the Project. 

�Surplus Materials and Equipment� means materials and equipment that are purchased 
by Design/Builder and paid for by Owner, but which are ultimately not incorporated into the Work or 
consumed in the course of performing the Work. 

�Suspension� means a delay, re-sequencing, stoppage and/or interruption of the Work (in 
whole or in part), in response to a written directive from the Owner or as permitted by the Contract 
Documents, as more fully described in Section 15.4 hereof. 

�Temporary Certificate of Occupancy� means a certificate issued by the New York 
City Department of Buildings when the Work is Substantially Complete allowing occupancy of the Work 
(or a designated portion thereof) for its intended use. 
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�Temporary Systems� means all barricades, provisions for utilities, offices and 
constructed facilities used in connection with the Work that will not remain as part of the Arena when the 
Arena is complete. 

�Termination for Convenience� means the termination of this Agreement by Owner 
without cause, as described in Section 15.3 hereof. 

�Termination for Default� means the termination of this Agreement by Owner because 
of an Event of Default, as described in Section 15.1 hereof. 

�Testing� shall mean performing those tests required by the Contract Documents. 

�Time Extension� has the meaning provided in Section 7.6 hereof. 

�Trade Secret� means all Project information that comes into Design/Builder's 
possession, custody or control by, through, from, or on behalf of the Owner without regard to form, 
including, without limitation, any technical or non-technical data, formula, pattern, compilation, program, 
device, method, technique, drawing, process, financial data, financial plan, product plan, list of actual or 
potential customer or suppliers, that is not commonly known by or available to the public, is expressly 
identified as a Trade Secret in writing to Design/Builder by Owner and which information: (1) derives 
economic value, actual or potential, from not being generally known to, and not being readily 
ascertainable by proper means by, other persons who can obtain economic value from its disclosure or 
use; and (2) is the subject of Owner�s efforts that are reasonable under the circumstances to maintain its 
secrecy. 

�Unit Price� means a price provided in the Contract Documents for a specified unit of 
repetitive Work. 

�Urban Experience� means an open-air plaza and certain other facilities to be 
constructed in a triangular area adjacent to the Arena and bounded by the Subway Entrance, Flatbush 
Avenue and Atlantic Avenue. 

�Utilities� has the meaning provided in Section 8.7 hereof. 

�Work� has the meaning provided in Section 2.1 hereof. 

ARTICLE XXIV 
EXHIBITS INCORPORATED 

Section 24.1 Included Exhibits.  The following documents are expressly incorporated 
by reference and made a part of this Agreement: 

Exhibit A: GMP Documents 
Exhibit B: Subcontractor Performance Bond and Payment Bond 
Exhibit C: Schedule of Values 
Exhibit D: Change Order Form 
Exhibit E: Final Release and Affidavit 
Exhibit F: NOT USED 
Exhibit G: Lien Waiver 
Exhibit H: Owner�s Insurance 
Exhibit I: Design/Builder�s Insurance 
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Exhibit J: Owner�s M/WBE Program 
Exhibit K: Scope of Design Phase Services 
Exhibit L: Scope of Construction Phase Services 
Exhibit M: NOT USED 
Exhibit N: Supplemental Conditions � Project Sponsor Requirements 
Exhibit O: Arena Schedule 
Exhibit P: Owner�s Construction Phasing Schedule 
Exhibit Q: Owner�s Financing Plan 
Exhibit R: Survey 
Exhibit S:  Letter of Credit 
Exhibit T: Form of Consent to Assignment 
Exhibit U: Forms of Architect Certification 
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APPENDIX E 

SUMMARY OF THE ARENA PREMISES 
INTERIM LEASE AGREEMENT 

The following is a brief summary of certain provisions of the Arena Premises Interim Lease 
Agreement (the “Interim Lease”).  This summary does not purport to be comprehensive or complete, and 
reference is made to the Interim Lease for full and complete statements of such and all provisions.  All 
capitalized terms used herein and not otherwise defined herein shall have the meanings assigned thereto 
in the Glossary of Terms attached hereto as Exhibit A and made a part hereof. All capitalized terms used 
herein and not defined herein and not defined in Exhibit A hereto shall have the meanings assigned 
thereto in APPENDIX C — “CERTAIN DEFINITIONS.” 

The ESDC (“Landlord”) will lease the parcel on which ArenaCo is to construct the Arena (the 
“Arena Parcel”) to Brooklyn Arena, LLC (“Tenant”) pursuant to the Interim Lease. 

Reference is made to the Interim Lease for complete details of the terms thereof.  The following 
is a summary of certain provisions of the Interim Lease and should not be considered a full statement 
thereof. 

Arena Parcel 

The Arena Parcel consists of the following real property (collectively, the “Property”): (a) the 
land described in the Interim Lease (the “Land”); (b) the buildings and other improvements and 
appurtenances located on the land as of the Commencement Date of the Interim Lease, and any 
equipment situated or incorporated therein or attached thereto the “Existing Equipment”), and once 
constructed or installed, the Permanent Improvements and Equipment thereon; (c) all right, title, and 
interest of Landlord, if any, in and to the land lying in the bed of any street or highway in front of or 
adjoining the Land to the center line of such street or highway; and (d) the appurtenances and all the 
estate and rights of Landlord in and to the Land. 

However, the Arena Parcel does not include certain portions of the Property that are occupied by 
persons on the Commencement Date (the “Occupied Parcels”). Landlord will manage the Occupied 
Parcels and Tenant will pay for all costs associate with such management, less any use and occupancy 
payments received by Landlord from the Occupied Parcel. 

Landlord, acting in its capacity as fee owner of such Occupied Parcels and not as an agent for 
Tenant, must obtain, at Tenant’s cost, actual vacant occupancy of the Occupied Parcels, free and clear of 
all leases, tenancies and occupancies (“Vacant Possession”). 

Term 

The term of the Interim Lease will commence as of the date of the Interim Lease (the 
“Commencement Date”) and terminate upon the earlier of (A) the last day of the calendar month in which 
the fourth (4th) anniversary of the Project Effective Date occurs or (B) the date the Ground Lease, Arena 
Development Lease and the assignment and assumption agreement attached to the Interim Lease are, in 
each case, released from escrow in accordance with the Commencement Agreement or (C) the date on 
which the Interim Lease shall sooner terminate as provided in the Interim Lease.  
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Rent and PILOT 

Tenant must pay to Landlord, as minimum rent (the "Base Rent"), an amount equal to One Dollar 
($1.00) per annum.  The first installment of Base Rent will be payable on the Commencement Date.  Each 
succeeding installment of the Base Rent will be payable annually on the first day of the calendar month in 
which the anniversary of the Commencement Date occurs. Tenant must also pay as additional rent 
(collectively, "Additional Rent") all other amounts payable by Tenant under the terms of the Interim 
Lease, including Impositions, PILOTs, Overdue Payments pursuant to that certain PILOT Agreement and 
the PILOST Amount upon demand by Landlord.  Tenant agrees (i) that by virtue of its execution and 
delivery of the Interim Lease, and regardless of whether or not Tenant executes and delivers a joinder to 
the agreement attached as Exhibit C to the Interim Lease, Tenant is bound by the terms of Exhibit C to the 
Interim Lease as it applies to the Property and (ii) to comply with the terms and conditions of the 
agreement attached as Exhibit C to the Interim Lease.   

Overdue Amounts 

If Tenant does not pay any amount due under the Interim Lease as of the applicable due date and 
time, then beginning, (a) on the date due, in the case of scheduled, recurring payments, or (b) twenty (20) 
Business Days after demand for payment by Landlord, for all other charges, interest shall accrue on such 
payment at the Interest Rate.   

Net Lease 

The Interim Lease is a “triple net lease,” and Tenant shall be responsible for all costs, 
assessments, payments and charges associated with the Arena Project.  Except as otherwise set forth in 
the Interim Lease, the Landlord shall under no circumstances be expected or required to make any 
payment pursuant to the Interim Lease.  Tenant assumes full responsibility for the condition, operation, 
repair, alteration, improvement, replacement, maintenance and management of the Property. 
 
Tenant’s Use of the Arena Project 

The Property must be used, maintained, occupied and operated in accordance with the terms, 
conditions and requirements, and subject to any limitations, set forth in the Interim Lease and all 
applicable Legal Requirements, Insurance Requirements, Guidelines and Requirements.  Furthermore, 
without the prior written consent of Landlord the Property may only be used for the construction relating 
to the Preparation Work as described below.  Subject to any easements granted by Tenant or rights 
granted by the Interim Lease, Tenant will have exclusive control of the Property and the exclusive right to 
install signage on or at the Property. 

If Tenant intends to use the Property for any purpose other than the performance of the 
Preparation Work, then a condition precedent to such use of the Property by Tenant shall be that at least 
five (5) days prior to the commencement of such use, Tenant delivers to Landlord an Officer’s Certificate 
(A) detailing such proposed use of the Property, and (b) certifying that to the Tenant’s knowledge such 
proposed use of the Property will not interfere with or result in any delays in the Construction Work (as 
such term is defined in the Arena Development Lease) if, as and when the Arena Development Lease is 
released from escrow under the terms of the Commencement Agreement. 
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Impositions 

Tenant shall pay all taxes, fees, assessments and charges levied against the Property (the 
“Impositions”) that are due and any that would be due but for the vesting of title in the Property including 
with respect to the sidewalks or streets in front of or adjoining the Property, any vault, passageway or 
space in, over or under such sidewalk or street, other amounts payable by Tenant under the Interim Lease,  
the use and occupancy of the Property or the Interim Lease or the leasehold estate created thereby.  Such 
Impositions or installments thereof shall be paid not later than the date the same may be paid without 
interest or penalty, except during any tax contest proceeding so long as (a) no portion of the Property 
could be in danger of forfeit and Landlord is not in danger of penalty or criminal liability as a result of 
such proceeding, (b) no Event of Default, as defined below, shall have occurred and be continuing, (c) 
Tenant indemnifies Landlord in writing from and against any and all claims arising therefrom, and (d) if 
the amount in question exceeds $50,000, Tenant has either deposited with Landlord cash or has posted 
security for such amount so protested or contested and unpaid and any interest and additional charges and 
penalties that may be assessed in connection therewith.  Tenant shall pay any amount finally determined 
to be due in such proceedings, together with any costs or fees (including, without limitation, reasonable 
attorney’s fees and disbursements) and shall be entitled to seek a refund of any overpayment made to any 
party, however Landlord shall not be liable for any refund of any overpayment made to it.  If Tenant fails 
to make such payment upon final determination, Landlord may pay the amount finally determined from 
the proceeds of any security posted with it in connection with the applicable tax contest proceeding.  
Tenant shall remain liable for any unpaid balance of the outstanding amounts after application by 
Landlord and Tenant shall pay such balance to Landlord or the Person entitled to receive it. 

Tenant’s Construction Obligations 

Landlord has adopted those certain Modified General Project Plans (the "MGPP") which sets 
forth a description of the Development Project (the "Project Description") detailing inter alia the Arena 
and other improvements to be constructed on the Project Site (including the Property). 

Tenant is responsible for the Preparation Work at its own cost. “Preparation Work” includes 
collectively: (a) the removal of all asbestos, asbestos-related material and, if applicable, other 
Contaminants in the Existing Improvements, and the demolition of the Existing Improvements (“Asbestos 
and Demolition Work”), (b) any alteration, construction, demolition, excavation, development, 
redevelopment, repair or other work affecting any portion of the Land or any Permanent Improvements to 
the extent any such activity constitutes a Permitted Use under the Interim Lease (“Pre-Construction 
Work”) and (c) investigation, clean up or remediation of any Environmental Condition at, on, under or 
migrating from any portion of the Property, as is required under applicable Environmental Laws 
(“Remediation Work”). Any portion of the Property under construction at any time throughout the Term 
is known as the Construction Site. 

All Preparation Work must be performed in compliance with the terms of the Interim Lease, the 
Guidelines and Requirements, applicable Legal Requirements, the Insurance Requirements, the DOB 
Agreement attached to the Interim Lease and the requirements of Section 5 of the New York State Lien 
Law.   

Prior to commencing any Preparation Work, Tenant will deliver to Landlord (a) true, correct and 
complete copies of all approvals obtained in connection with, and otherwise necessary for the 
performance of, such Preparation Work, and (b) valid certificates of insurance evidencing the existence of 
the insurance coverage required by the Interim Lease. 
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In performing the Preparation Work, Tenant must also (a) maintain a reasonably clean, securely 
enclosed construction site with required fencing (b) store all construction materials and equipment within 
the construction site or other sites leased or lawfully occupied by Tenant or Tenant’s Affiliates, (c) keep 
the streets reasonably free from dirt and debris resulting from the construction, and take all reasonable 
action to limit airborne dirt and dust in accordance with customary construction standards for the City and 
applicable Legal Requirements, (d) except as permitted by any Approvals issued by the appropriate 
Governmental Agency, prohibit construction equipment, trailers, trucks, automobiles, construction 
vehicles, delivery trucks, employee automobiles and other equipment and vehicles from standing or 
parking, except in compliance with applicable Legal Requirements, on any streets, (e) be responsible for 
the security of the Property so as to avoid bodily injury and/or property damage, and exercise control over 
the portions of the Property in its control and to fully indemnify defend, preserve, protect and hold the 
Indemnitees harmless against any Claim for injury to any Person or damage to property for any reason 
whatsoever (including, without limitation, by violation of any Legal Requirement or Insurance 
Requirement), which obligation includes the obligation to provide competent security for the Property to 
the extent required by and in accordance with all Legal Requirements and the Guidelines and 
Requirements during all hours when construction operations are not in progress and (f) conduct blasting 
only between the hours of 8 a.m. and 5 p.m., Mondays through Fridays, except holidays on which no 
blasting shall occur, or during times for which a special permit may be, and is, obtained from applicable 
Governmental Authorities and in strict compliance with applicable Legal Requirements with respect to 
the size of charges. 

Tenant may demolish any or all of the Existing Improvements from time to time during the Term. 

Landlord has no responsibility to Tenant, any Contractor or any other Person who shall engage in 
or participate in any Preparation Work and is not liable for any labor or materials furnished or to be 
furnished to Tenant upon credit. No mechanic’s or other lien for any such labor or materials shall attach 
to or affect the estate or interest of Landlord in and to the Property.  Whenever and as often as any such 
lien is filed against the Property, whether or not based upon any action or interest of Tenant, or if any 
conditional bill of sale shall have been filed for or affecting any materials, machinery or fixtures used in 
the construction, repair or operation thereof, or annexed thereto by Tenant, or whenever any lien exists 
upon the moneys of the State of New York or Landlord, or otherwise, Tenant must promptly take such 
action by bonding, deposit or payment as will remove or satisfy the lien or conditional bill of sale; 
provided, however, that in the event Tenant disputes such lien(s), Tenant has up to forty-five (45) days 
after written notice by any Person to Tenant that such lien(s) has or have been filed against the Property to 
remove or otherwise satisfy such lien(s) or post a bond or other form of undertaking (in each case 
reasonably satisfactory to Landlord) to guaranty the prompt payment of moneys to Contractors. 

Landlord will reasonably cooperate with Tenant, at Tenant’s sole cost and expense, in obtaining 
any approvals required to perform the Preparation Work, and will, to the extent Landlord’s cooperation is 
required by any applicable Legal Requirements, sign any application made by Tenant required to obtain 
such approval so long as such application is in form and substance reasonably acceptable to Landlord. 

Any agreement for construction management, general contracting, subcontracting or similar 
services (including, any Construction Management Agreement) for all aspects of the performance of 
Preparation Work, (each an “Operative Agreement”) must provide that (i) Landlord has reasonable access 
to the Property at all times, (ii) Landlord is entitled, upon request, to receive copies of all notices and 
reports furnished to Tenant under such Operative Agreement and (iii) Landlord has the authority to issue 
(and the parties to such Operative Agreements shall promptly comply with any) stop work orders directly 
to all parties to such Operative Agreement.  Tenant will make available to Landlord copies of all Operative 
Agreements and any amendments thereto. 
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Tenant shall keep Landlord fully informed of Tenant’s progress in the performance of the 
Preparation Work.  Upon request of Landlord, Tenant must promptly provide Landlord with (i) all 
construction documents and plans reasonably specified by Landlord to assist Landlord in monitoring the 
progress of the Preparation Work, and (ii) copies of all notices and/or reports furnished to Tenant or its 
affiliates under any operative agreements. 

Within thirty (30) days after commencement of construction of the Preparation Work under the 
Interim Lease, Tenant will, at its sole cost, furnish and install a project sign, naming Landlord, the City, 
and their designee, no less prominently than other Persons identified on such sign, the design and location 
of which will be reasonably satisfactory to Landlord, the City and Tenant, and such sign must be 
maintained or caused to be maintained at the Construction Site by Tenant thereafter at all times during the 
performance of the Preparation Work.  Tenant will extend to Landlord, the City and their designee(s) the 
privilege of being featured participants in ground-breaking and opening ceremonies, if any, to be held at 
such time and in such manner as Tenant shall determine and Landlord shall approve. 

Tenant shall cause its Construction Manager, Contractors and all other workers at the 
Construction Site to work harmoniously with each other, and with other Persons at the Project Site, and 
Tenant shall not engage in, permit or suffer, any conduct which may disrupt such harmonious 
relationship.  Tenant shall use reasonable efforts to cause its Construction Manager, Contractor, and all 
other workers at the Construction Site to minimize any interference with the use, occupancy and 
enjoyment of the Property or the Project Site by any other occupants and visitors thereof. 

If Landlord becomes aware of a condition at the Property which Landlord reasonably believes is 
hazardous to human life or health or creates an imminent material threat to personal property in each case 
based on specific information as to actual conditions at the Property (a “Hazardous Condition”), then 
Landlord may deliver to Tenant a notice that Landlord desires Tenant and its Construction Manager, 
Contractors and all other workers at the Property, to stop work (a “Stop Work Notice”) due to Landlord’s 
determination that a Hazardous Condition exists, which Stop Work Notice shall describe the Hazardous 
Condition in sufficient detail to permit Tenant promptly to investigate and respond to such Hazardous 
Condition (to the extent such information is known to Landlord).  A copy of the written Stop Work 
Notice must be simultaneously delivered to the Tenant and to the applicable subject matter expert setting 
forth the basis for such Stop Work Notice in reasonable detail.   

Upon the receipt of any Stop Work Notice, Tenant shall respond as follows: 

(i) If Tenant agrees that the Hazardous Condition exists (or fails to object to such 
Stop Work Notice) such Stop Work Notice shall be deemed a Stop Work Order and  Tenant shall 
cause its construction manager, contractors and all other workers at the Property to, (A) 
immediately cease all Preparation Work to the extent called for by the Stop Work Order, (B) 
promptly take all steps necessary to remedy the Hazardous Condition, and (C) not conduct any 
Preparation Work in violation of the Stop Work Order until the Hazardous Condition is remedied 
to the reasonable satisfaction of Landlord. 

(ii) If Tenant disputes Landlord’s determination that the Hazardous Condition exists, 
Tenant must promptly contact the New York City Department of Buildings (“DOB”) and request 
that the DOB inspect the conditions at the Property to determine whether the Hazardous 
Condition exists.  Tenant will use reasonable efforts to arrange (A) for the DOB to perform its 
inspection within twenty-four hours after Landlord issues the Stop Work Notice and (B) for the 
DOB inspection to occur when a representative of Landlord is present (Landlord agrees to use 
reasonable efforts to make such representative available at such time).  Tenant will use reasonable 
efforts to cause the DOB to simultaneously issue its determination as to the existence or non-
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existence of the Hazardous Condition (any such determination, a "DOB Determination") in 
writing to both Landlord and Tenant, provided that (a) if DOB communicates the DOB 
Determination to Tenant orally or furnishes a writing to Tenant and not to Landlord, Tenant shall 
deliver to Landlord an Officer’s Certificate certifying to Landlord the DOB Determination and 
(b) without limiting the rights of Landlord below, if DOB inspects the conditions at the Property, 
then the failure of DOB to issue a DOB Determination shall be deemed a determination of the 
non-existence of the Hazardous Condition. 

(iii) In the event that the DOB Determination is not made within twenty-four hours 
after the issuance of the Stop Work Notice and Tenant does not agree that the Hazardous 
Condition exists, then either Landlord or Tenant may immediately refer the matter to the 
applicable subject matter expert.  Within twenty-four hours of such referral, the Subject Matter 
Expert shall (A) inspect the Property to determine whether the Hazardous Condition exists, (B) 
meet with representatives of Tenant and Landlord to discuss the Landlord’s assertion regarding 
the existence of the Hazardous Condition, and (C) render a decision in writing (such decision, an 
"Expert Determination", and together with the DOB Determination, the "Stop Work 
Determination") as to whether or not the Hazardous Condition exists. 

If a Stop Work Determination is made confirming the existence of the Hazardous Condition at the 
Property, regardless of whether Tenant disputes the correctness of such Stop Work Determination, the 
Stop Work Notice previously issued by Landlord shall be deemed a Stop Work Order and shall become 
effective and all Preparation Work specified by Landlord in such Stop Work Order (or all Preparation 
Work specified by the Stop Work Determination, if different from the Preparation Work specified by 
Landlord) shall cease.  In such event, Tenant shall, and Landlord may, immediately issue Stop Work 
Orders to all Persons performing such work on any affected part of the Property. 

If a Stop Work Determination is made confirming that there is not a Hazardous Condition at the 
Property, Landlord’s Stop Work Notice shall be deemed null and void. 

Any Stop Work Determination shall be conclusive and binding on Landlord and Tenant.  
Notwithstanding the foregoing, (A) if at any time after the issuance of an Expert Determination, a DOB 
Determination is issued, such DOB Determination shall govern, and (B) any dispute with respect to an 
Expert Determination shall be resolved by expedited arbitration in accordance with the provisions of the 
Interim Lease. 

At no time will Landlord have any liability to, or be subject to any claims by, Tenant or any 
Person claiming by or through Tenant as a result of Landlord’s exercise of, or failure to exercise, its right to 
issue a Stop Work Notice or Stop Work Order. 

Maintenance and Repair 

Tenant has no obligation to repair, restore or replace any Existing Improvements or Existing 
Equipment, except that Tenant shall, at its sole cost and expense (whether or not insurance proceeds, if 
applicable, are sufficient) repair Existing Improvements and Existing Equipment in accordance with all 
Legal Requirements and Insurance Requirements to the extent necessary so as to prevent such Existing 
Improvements and Existing Equipment from being found to (a) be a nuisance (whether public, private, 
attractive or otherwise) under applicable law or (b) otherwise be a danger to the public at large. 

Tenant must, at its sole cost and expense (whether or not insurance proceeds, if applicable, are 
sufficient) maintain, repair, restore and replace all Permanent Improvements (other than components of 
Project Infrastructure which have been dedicated to the City or the Metropolitan Transit Authority) and 
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Equipment in accordance with all Legal Requirements, Insurance Requirements, the applicable 
Guidelines and Requirements, the DOB Agreement and the terms of the Interim Lease. 

Environmental Remediation 

If Tenant acquires any actual knowledge or notice of a Release, Threatened Release or 
Environmental Condition or notice with regard to air emissions, water discharges, noise emissions or 
threatened violations of any Environmental Law or other environmental, health or safety matter arising 
from or related to Contaminants affecting the Property (an "Environmental Complaint") whether 
independently or from any Person (including any Governmental Authority), then Tenant shall give written 
notice of the same to Landlord detailing all relevant facts and circumstances promptly after Tenant has 
notice of the same.  Tenant shall send to Landlord a copy of any related correspondence, notice or other 
communication received by Tenant from any Governmental Authority within five (5) Business Days after 
Tenant’s receipt thereof and shall simultaneously send to Landlord any related correspondence, notice or 
other communications that Tenant sends to such Governmental Authority, including, without limitation, 
monthly progress reports and sampling data to the extent reasonably requested by Landlord. 

Tenant indemnifies and holds harmless the State of New York, ESDC, Landlord, NYCEDC, the 
City and certain related parties (the “Indemnitees”) from and against any and all expenses, fines and 
liabilities arising out of an Environmental Condition, contaminants on or from the Arena Parcel, any 
Release or Threatened Release or violation of any environmental law regardless of the timing thereof 
(“Environmental Damages”).  This obligation shall include the expense of defending all claims (with 
counsel reasonably satisfactory to Landlord or, if applicable, Indemnitees) even if such claims, suits or 
proceedings are false, and conducting all negotiations, and paying and discharging, when and as the same 
become due, all judgments, penalties or other sums due from the Indemnitees.  Without limiting the 
foregoing, Tenant shall promptly take all actions, at its sole cost and expense, to the extent necessary to 
comply with environmental laws applicable to the Property and return the Property to a condition that is 
satisfactory to Landlord in its reasonable discretion.  Upon having actual knowledge thereof, an 
Indemnitee shall promptly notify Landlord and Tenant of any cost, liability or expense incurred by, 
asserted against or imposed on such Indemnitee, as to which cost, liability or expense Tenant has agreed 
to indemnify. 

Nothing contained in the Interim Lease shall (A) preclude Tenant from (1) asserting or 
prosecuting any claim it may have for Environmental Damages against any Person, including prior 
owners or occupants of the Property, but in all events excluding Landlord or (2) seeking funds from City, 
State or Federal environmental programs or (B) be deemed to be a waiver by Tenant of any claim 
described in clause (A), provided that Tenant waives any such claim against Landlord and the City.  
Landlord shall not be required to join in any actions or proceedings brought by Tenant against a third 
party in connection with any Environmental Condition unless the provisions of any Legal Requirement 
then in effect shall require that such actions or proceedings be brought by or in the name of Landlord, in 
which event, Landlord shall join and cooperate in such actions or proceedings or permit the same to be 
brought in its name; provided, however, that Landlord shall not be liable for the payment of any costs, 
expenses, judgments or findings in connection with any such actions or proceedings and Tenant shall pay 
Landlord, on demand, for all reasonable costs and expenses which Landlord may sustain or incur in 
connection with any such actions or proceedings, including, without limitation, reasonable attorneys’ fees 
and disbursements.  Subject to the foregoing, any recovery of Environmental Damages from any Person, 
including prior owners or occupants of the Property (except to the extent such Environmental Damages 
are attributable to harm suffered by Landlord (in any capacity) unless reimbursed by Tenant or by 
insurance), but in all events excluding Landlord, shall be the sole property of Tenant. 
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With respect to the Remediation Work, Tenant shall (i) make available to Landlord copies of all 
agreements with all Persons or any Governmental Authority, and manifests or other information, 
evidencing the completion of any Remediation Work, and (ii) comply in all respects with the MEC and 
applicable Legal Requirements. 

Any dispute concerning Tenant’s compliance with the terms of the MEC shall be resolved by 
expedited arbitration. 

Insurance  

The Interim Lease sets forth certain required insurance to be carried in connection with the 
Preparation Work on the Property, including limits, which may from time to time be reviewed and 
adjusted to reflect amounts then commonly carried in similar circumstances.  Additionally, the Workers 
Compensation, Disability, Employer’s Liability and/or Commercial General Liability coverage required 
below may be provided through a Contractor Controlled Insurance Program or an Owner Controlled 
Insurance Program. 

At all times commencing on the date of the Interim Lease, Tenant shall maintain property 
insurance with amounts and limits adequate (as determined by Landlord in its reasonable discretion) to 
insure the (1) cost of repairing or replacing Permanent Improvements and Equipment and (2) the cost of 
removing debris from or of damaged Existing Improvements or Existing Equipment.  Landlord shall be 
named as an additional insured and loss payee with respect to any loss related to Existing Improvements, 
Existing Equipment, Permanent Improvement and Equipment. 

Builders Risk Insurance.  After Tenant has completed construction of foundations for a Project 
Building (including, as applicable, the Arena) and after which through the Substantial Completion Date, 
and during the period of any construction, renovation, improvement and reconstruction activity by Tenant 
pursuant to the Interim Lease, Tenant shall, to the extent applicable, provide builder’s risk insurance 
coverage on an "all risk" completed value form providing coverage in an amount required by Landlord in 
its reasonable discretion, but in no event less than the full cost of replacing any Permanent Improvement 
and Equipment, including without limitation, development fees, but exclusive of the cost of foundations 
and excavation ("Full Replacement Value"). 

Commercial General Liability Insurance. From and after the Commencement Date Tenant shall 
carry or cause to be carried Commercial General Liability Insurance written on the ISO coverage Form 
CG 00 01 10 01 (or its substantial equivalent) with such amounts and limits as shall be required by 
Landlord in its reasonable discretion, but in no event less than $2,000,000 per occurrence and $4,000,000 
in the aggregate, and umbrella and/or excess insurance of no less than $100,000,000. 

Additional Insured Status. All liability policies shall name Landlord, ESDC, the City and 
NYCEDC as additional insureds on a primary and noncontributory basis. 

Business Automobile Liability Insurance. Tenant shall maintain or cause to be maintained, 
Business Automobile Liability Insurance with coverage for all owned, non-owned and hired automobiles, 
and/or vehicles used in connection with or otherwise relating to the Preparation Work written on an 
occurrence basis and containing appropriate no-fault insurance provisions and other endorsements in 
accordance with all Insurance Requirements, with amounts and limits as shall be required by Landlord in 
its reasonable discretion, but in no event less than $2,000,000 per accident.  Such coverage shall cover 
injury or death and property damage. 



 E-9 

Workers Compensation and Disability.  Tenant shall maintain, and cause to be maintained during 
any period of performance of the Preparation Work or any other construction, renovation, improvement 
and reconstruction by Tenant, Construction Manager, the Contractors, and any other Persons engaged by 
or on behalf of Tenant to perform such work on or at the Property, Statutory Workers’ Compensation 
Insurance and New York State Disability Benefits Insurance in statutorily required amounts with a waiver 
of subrogation in favor of Landlord, the City and NYCEDC, and Employer’s Liability Insurance and 
USL&H Act coverage and Jones Act with limits of not less than $1,000,000 per accident or disease and 
$1,000,000 aggregate by disease, covering Tenant with respect to all Persons employed by Tenant, 
Construction Manager and Contractors in connection with the operations of Tenant conducted at, or in 
connection with, any portion of the Property, or by Tenant or others in connection with construction 
thereon. 

Contractors/Subcontractors Insurance.  Tenant shall be responsible to have Construction 
Manager, Contractors and subcontractors carry the insurance coverage required pursuant to “Workers 
Compensation and Disability” above and Commercial General Liability Insurance written on the ISO 
coverage Form CG 00 01 10 01 (or its substantial equivalent) with such amounts and limits as shall be 
required by Landlord in its reasonable discretion, but in no event less than $2,000,000 per occurrence and 
$4,000,000 in the aggregate. 

Acts of Terrorism. Subject to commercially reasonable availability, Tenant shall maintain 
insurance against damage resulting from certified and non-certified acts of terrorism, or an insurance 
policy without an exclusion for damages resulting from terrorism, on terms consistent with the 
commercial property and liability insurance policies required under the Interim Lease. 

Flood Insurance.  If the Permanent Improvements are located in an area designated as "flood 
prone" or as a "special flood hazard area" under the regulations for the National Flood Insurance Act of 
1968 and the Flood Disaster Protection Act of 1973, 42 U.S.C. § 4001 et seq., Tenant shall maintain at 
least the maximum coverage for the Property available under the federal flood insurance plan. 

Project Documents. Tenant shall at all times maintain or cause to be maintained the insurance 
coverage required under the terms of each of the Project Documents to which it is a party. 

Other or Additional Insurances. Tenant shall maintain such other or additional insurance (as to 
risks covered, policy amounts, policy provisions or otherwise) as are from time to time commonly insured 
against for property and facilities similar in nature, use and location to the Permanent Improvements 
which Landlord may require. 

Environmental Liability. Tenant shall maintain Pollution Legal Liability Insurance and 
Contractors Pollution Liability, naming Landlord, NYCEDC and the City as additional named insureds 
with coverage for bodily injury, property damage and clean-up costs arising from (i) Contaminants on the 
Project Site, whether presently known or subsequently discovered, (ii) the subsequent Release of 
Contaminants on the Project Site; (iii) the transportation, disposal or Release of Contaminants originating 
at the Project Site or at a third-party site and migrating to or otherwise affecting the Project Site; and (iv) 
third-party claims with respect to any of the foregoing, in each case, with limits of liability of not less 
than $5,000,000 per occurrence and in the aggregate; provided that such insurance may contain a self-
insured retention or deductible of not more than $250,000 per occurrence; provided further that Tenant 
shall remain responsible for the payment of all claim expenses within the amount of the self-insured 
retention or deductible. 
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Railroad Protective Liability. Tenant shall maintain certain Railroad Protective Liability 
insurance with limits of liability of $2,000,000 per accident and $6,000,000 in the aggregate. 

Professional Liability. Professional Liability insurance to be maintained by professional service 
providers performing professional design services, with limits of liability of not less than $5,000,000 per 
claim. 

All of the limits of insurance required pursuant to the Interim Lease shall be subject to review by 
Landlord and, in connection therewith, Tenant shall carry or cause to be carried such additional amounts 
as Landlord may reasonably require from time to time. Any requests by Landlord that Tenant carry or 
cause to be carried additional amounts of insurance shall not be deemed reasonable unless such additional 
amounts are commonly carried in the case of premises similarly situated to the Property, or business 
operations of a similar size, nature or character to the size, nature and character of the business operations 
being conducted at the Property; provided, however, that in no event shall the provisions of this paragraph 
relieve Tenant of its obligation to carry or to cause to be carried property insurance in an amount not less 
than the Full Replacement Value; and provided further, however, that in no event shall Tenant be required 
to carry or to cause to be carried property insurance in an amount which is greater than the Full 
Replacement Value. 

The parties acknowledge that over the Term, further changes in the forms of insurance policies 
and in insurance practices are likely to occur. In such event, including the event that any types of 
coverage or any coverage amounts required under the Interim Lease become unavailable or cease to be 
commonly carried in the case of premises in the Northeast and Mid-Atlantic regions of the United States 
generally comparable (in general size and function) to the Property and conducting business and activities 
of a generally similar nature to those conducted at the Property, then Landlord shall have the right to 
require Tenant to furnish, at Tenant’s sole expense, such additional coverages, policy terms and 
conditions, or limits of liability, as may be reasonably necessary or prudent by Tenant prior to the advent 
or occurrence of any change in insurance practices referred to in this paragraph, provided that the 
additional coverage requested by Landlord is available at commercially reasonable rates and customarily 
required by owners of similar properties. 
 
Damage and Destruction 

If all or any part of the Permanent Improvements or any portion thereof shall be destroyed or 
damaged in whole or in part (a “Casualty”), Tenant must either (A) restore any components of the 
Permanent Improvements subject to such Casualty (other than components of Permanent Improvements 
which have been dedicated to the City or the MTA) to a safe and lawful condition, or (B) return the 
Property to a safe condition. 

All insurance proceeds payable to Tenant or received by Landlord with respect to a Casualty 
(“Restoration Funds”) shall be applied to Restoration to the extent thereof.  If such amount exceeds 
$1,000,000, the Restoration Funds shall be deposited with a Landlord-approved financial institution 
(“Depositary”) for application to the cost of Restoration as expenses associated therewith become due.   

Assignment, Subletting and Transfer 

 As of the date of delivery of the Interim Lease into escrow pursuant to the Commencement 
Agreement, (i) Forest City Enterprises, Inc. owns and controls, through one or more wholly-owned 
subsidiaries, 23.00% of the membership interests in Nets Sports and Entertainment, LLC, a Delaware 
limited liability company which is the parent company of Brooklyn Arena, LLC, a Delaware limited 
liability company and New Jersey Basketball, LLC, a New Jersey limited liability company (“LLC”), (ii) 
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various Persons who are not Affiliates of Tenant or Forest City Enterprises, Inc. own the remaining 
77.00% of the membership interests in Nets Sports and Entertainment, LLC (each a “NSE Third Party 
Owner”), (iii) Nets Sports and Entertainment LLC owns 100% of the membership interests in Tenant, and 
(iv) none of the NSE Third Party Owners Control Nets Sports and Entertainment, LLC other than through 
any major decision or similar consent rights such Third Party Owners may have under the Constitutive 
Documents of Nets Sports and Entertainment, LLC.   

The paragraph above, notwithstanding, Landlord acknowledges that prior to the Commencement 
Date, Forest City Enterprises, Inc. expects to consent and approve to Nets Sports and Entertainment, 
LLC’s consummation of a transaction with Onexim Sports & Entertainment Holdings USA, Inc., a 
Delaware limited liability company (“Onexim”), following which (i) which Nets Sports and 
Entertainment, LLC will own and control 55.00% of the membership interests in Tenant, (ii) one or more 
Affiliates of Onexim will own and control 45.00% of the membership interests in Tenant (the “BALLC 
Third Party Owners”, together with the NSE Third Party Owners, the “Third Party Owners”), and (iii) 
none of the Third Party Owners will Control Tenant other than through any major decision or similar 
consent rights such Third Party Owners may have under the Constitutive Documents of Tenant or Nets 
Sports and Entertainment LLC, as applicable. 

 Except as provided in Article XI of the Interim Lease no Equity Interest Disposition, Assignment 
or Transfer may occur, whether voluntarily, involuntarily, by operation of law or otherwise, without the 
prior written consent of Landlord, which consent may be given of withheld by Landlord in its sole 
discretion; provided, that nothing contained in Article XI of the Interim Lease shall restrict or prohibit or 
be deemed to restrict or prohibit (i) any Equity Interest Disposition in Forest City Enterprises, Inc. or any 
other Person whose common stock is quoted on a recognized securities exchange such as the New York 
Stock Exchange or NASDAQ or (ii) any Equity Interest Disposition by or in a Third Party Owner, so long 
as any Equity Interest Disposition by such Third Party Owner of its interest in Nets Sports and 
Entertainment, LLC or Brooklyn Arena, LLC (as applicable) is to a Person who, immediately following 
the effective date of such Equity Interest Disposition, is not a Prohibited Person; it being agreed that any 
Equity Interest Disposition to a Prohibited Person or in Tenant is void ab initio.  Any Equity Interest 
Disposition, Assignment or Transfer or Sublease in contravention of Article XI of the Interim Lease is 
void ab initio. 

Tenant may, without Landlord consent, assign its entire leasehold estate under the Interim Lease 
to an Affiliate of Tenant, if certain conditions are satisfied, including: notice to Landlord; the proposed 
assignee is an Affiliate of Tenant and not a Prohibited Person; no Event of Default exists; the assignment 
and assumption agreement between Tenant and the proposed assignee is in form and substance reasonably 
acceptable to Landlord, and Landlord receives a fully executed copy thereof on or prior to the effective 
date of such Assignment; and Tenant and the proposed assignee deliver to Landlord such documents as 
Landlord shall reasonably request, including (i) information regarding the ownership and financial 
condition of the proposed assignee and its constituent members and (ii) a reaffirmation of the guaranty 
provided by Guarantor under the Development Agreement. 

Default Provisions 

An "Event of Default" shall have occurred upon the occurrence of (i) any of the events listed 
below and, if applicable, (ii) (A) Tenant shall have received a default notice from Landlord (“First Default 
Notice”), (B) the applicable cure period shall have expired, (C) Tenant shall have received a second 
notice of default (the “Second Default Notice”) from Landlord, and (D) Tenant shall not have cured the 
Default within five business days of receipt of the Second Default Notice.  A Default shall have occurred 
upon any of the following events: 
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(a) if Tenant fails to pay any installment of base rent, additional rent, or PILOTs (“Charges”) 
on any day upon which the same is required to be paid (other than with respect to any Imposition being 
contested by Tenant in accordance with the Interim Lease), and any such default continues for fifteen 
days after Landlord delivered a First Default Notice with respect thereto; or 

(b) if Tenant shall fail to comply with Tenant’s Obligation to maintain insurance in respect of 
the Property, and Tenant shall fail to remedy the same within ten Business Days after Landlord delivered 
a First Default Notice with respect thereto; or 

(c) if a final (non-appealable) judgment for the payment of money shall be rendered against 
Tenant and such final judgment shall be for an amount greater than or equal to $5,000,000 (Adjusted for 
Inflation) and Tenant shall not discharge said judgment or cause it to be discharged (by bonding or 
otherwise) within sixty days from the date of entry; or 

(d) if any of the representations made by Tenant in the Interim Lease are proven to have been 
false or incorrect in any material respect as of the date made and if, within thirty days after Tenant’s 
receipt of the First Default Notice in respect thereto, Tenant fails to rectify the state of facts giving rise to 
such false or incorrect representation, provided that no Event of Default shall be deemed to exist (i) if 
such a state of facts cannot, by its nature, reasonably be rectified within such thirty day period, so long as 
Tenant has commenced rectifying such state of facts within such thirty day period and shall be diligently 
and continuously proceeding to rectify such state of facts or (ii) if the only loss or damage Landlord has 
sustained or incurred can be cured by the payment of a sum of money and Tenant has made such 
payment; or 

(e) if an involuntary petition shall be filed against Tenant under Title 11 of the United States 
Code (the “Bankruptcy Law”) or a receiver of Tenant or for the property of Tenant shall be appointed 
without the acquiescence of Tenant, or whenever the Interim Lease or the estate granted by the Interim 
Lease or the unexpired balance of the Interim Lease would, by operation of law or otherwise, except for 
this provision, devolve upon or pass to any Person other than Tenant or as permitted by the Interim Lease, 
and such situation continues and remains undischarged or unstayed for an aggregate period of one 
hundred (120) twenty days (whether or not consecutive) or shall not be remedied by Tenant within one 
hundred twenty (120) days; or 

(f) if Tenant shall file a voluntary petition under any Bankruptcy Law, or is adjudicated a 
bankrupt or insolvent, or Tenant shall file any petition or answer seeking any reorganization, liquidation, 
dissolution or similar relief under any Bankruptcy Law or shall make an assignment for the benefit of 
creditors or shall seek, consent to, or acquiesce in the appointment of any trustee, receiver, liquidator or 
other similar official for Tenant or for all or any part of Tenant’s property; or 

(g) the consummation or other closing (whether in escrow or otherwise) of an Equity Interest 
Disposition, Transfer or Assignment in violation of the Interim Lease, whether voluntarily, involuntarily, 
by operation of law or otherwise; or 

(h) a breach of Tenant’s obligations under the Preparation Work and Tenant shall fail to 
remedy the same or otherwise insure that the portions of the Property that give rise to such breach are safe 
and free from conditions hazardous to life and property, in each case within thirty days after Landlord 
shall have given Tenant a First Default Notice with respect thereto; or 

(i) except as otherwise expressly provided in the Interim Lease, if Tenant shall do, or permit 
anything to be done, whether by action or inaction, contrary to any of Tenant’s obligations under the 
Interim Lease, and Tenant shall fail to remedy the same within thirty days after Landlord delivers a First 
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Default Notice with respect thereto, unless the remedying thereof requires work to be done, action to be 
taken, or conditions to be satisfied, which cannot, by their nature, reasonably be performed, done or 
satisfied by Tenant within such thirty day period, in which case no Event of Default shall be deemed to 
exist as long as Tenant, within such thirty (30) day period, has commenced and thereafter diligently and 
continuously prosecutes to completion all steps necessary to remedy the same.  

Whenever any monetary Event of Default or breach of items (e), (f) or (g) above occurs, Landlord 
may terminate the Interim Lease (such right of Landlord, "Landlord’s Termination Right") by giving 
notice (a "Termination Notice") to Tenant specifying a date, which shall be no more than ninety (90) days 
and no fewer than sixty (60) days after the Landlord’s giving of such notice, on which date the Tenant’s 
interest in the Interim Lease shall be terminated, in which event the date specified in the Termination 
Notice shall be the Expiration Date unless Tenant cures the Event of Default prior to such date. 

Whenever any non-monetary Event of Default occurs Landlord may elect, in Landlord’s sole 
discretion, the following: 

(i) to require Tenant to pay Landlord $10,000 per day (the "Per Diem"), with interest 
thereon at the Interest Rate, accruing from the date of such Event of Default until the date such 
Event of Default is remedied to Landlord’s satisfaction; provided that with respect to any non-
monetary Event of Default pursuant to (i) above, the Per Diem shall be reduced to $1,000 per day 
unless such Event of Default could, in Landlord’s reasonable determination, be expected to (A) 
have a material adverse effect on the value of or the use of the Property, (B) result in a condition 
hazardous to human life or health, (C) put the Property, or any portion thereof, in danger of being 
forfeited or lost, or (D) subject the Landlord to criminal and/or civil liability or penalty;  provided 
further that to the extent that an Affiliate of Tenant is paying Landlord or Affiliate of Landlord a 
per diem liquidated damages amount for the same action or occurrence causing such Event of 
Default pursuant to another Project Document, then Tenant shall receive a credit (but not below 
zero) for the amount actually and indefeasibly received by Landlord or Affiliate of Landlord from 
such Affiliate of Tenant for such action or occurrence (the "LD Credit").  It being agreed, 
however, for the avoidance of any doubt, that no LD Credit shall be given for any liquidated 
damages that are payable in a lump sum or pursuant to an agreed to payment schedule; or 

(ii) to proceed by appropriate judicial proceedings, either at law or at equity, to 
enforce performance or observance by Tenant of the applicable provisions of the Interim Lease, 
including by seeking to enjoin the action, activity or inaction that gives rise to such Event of 
Default without any requirement or necessity that Landlord post any bond or other security; 
Tenant agreeing that Landlord will suffer irreparable harm by reason of the occurrence and 
continuation of an Event of Default. 

Landlord may elect, at any time after Landlord’s election to receive any of the payments 
described above, upon delivery to Tenant of another default notice (thereupon reinitiating the relevant 
cure periods), to pursue any other remedies otherwise available under the Interim Lease with respect to 
the applicable Event of Default.  In such event, the respective amounts described above shall immediately 
cease to accrue, with respect to all such Events of Default, as of the date Landlord makes an election to 
pursue any other remedy with respect thereto, it being understood that, as to amounts accrued prior to 
such election, (A) such amounts shall continue to be owing and (B) Landlord shall have all rights and 
remedies under the Interim Lease in respect of Tenant’s failure to pay such accrued sums.  It is further 
acknowledged and agreed that Landlord may, at a later date, again forego such remedies, and again seek 
payment from Tenant upon delivery to Tenant of another default notice (thereupon reinitiating the 
relevant cure periods).   
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To the extent Tenant becomes aware of the occurrence and continuation of an Event of Default, 
or of facts or circumstances which, with the passage of time, the giving of notice or both, would result in 
a Event of Default under the Interim Lease, then Tenant must give Landlord prompt written notice, setting 
forth in reasonable detail, such Event of Default, facts or circumstances.   

Landlord’s Right to Perform 

If Tenant shall fail to pay any Imposition or Charges or Default in the performance of any of its 
obligations under the Interim Lease, Landlord may make such payment or cure such Default (a) 
immediately and without prior notice in the case of any failure to pay any Charges or  Imposition or other 
amount due a third party, if such failure would result in the creation of a lien on the Property or any part 
thereof or any loss or impairment of Landlord’s estate under the Interim Lease or in and to the Property, 
or in the case of any failure to perform any of Tenant’s Obligations under the Interim Lease which creates 
an imminent threat to public health or safety or imminent loss of Landlord’s Interest, or (b) in any other 
case, only after (i) Landlord shall have notified Tenant once of such Default or failure and Tenant shall 
have failed to make such payment or remedy such default within the applicable grace period under the 
Interim Lease, and (ii) Landlord shall have notified Tenant a second time and Tenant shall have failed to 
make such payment or remedy such Default within ten Business Days following such second notice; 
provided, however, with respect to any Default covered by clause (b) above, Landlord shall not be 
entitled to remedy the same if and for so long as Tenant has commenced and thereafter diligently and with 
continuity prosecutes to completion all steps necessary to remedy such Default.  In the event of a Default 
which constitutes an imminent threat to human life or safety, Landlord may also enter upon the Property 
upon such prior notice to Tenant as shall be reasonable in the circumstances, including for the purpose of 
making repairs or performing work required of Tenant. All costs and expenses of Landlord associated 
with performance of such Tenant obligations shall be reimbursed by Tenant, including interest at the 
Interest Rate. 

Indemnity; Limitation on Liability 

Tenant shall indemnify each Indemnitee for, and hold each Indemnitee harmless from and 
against, any and all claims that may be imposed upon or incurred by or asserted against such Indemnitee 
by reason of any of the following, unless caused by the gross negligence or willful misconduct of such 
Indemnitee or by the actions of such Indemnitee in its governmental capacity: 

(a) any accident, injury to or death of Persons or loss of or damage to property occurring on 
or about the Property (including, without limitation, any accident, injury to or death of Persons or loss of 
or damage to property occurring on any parcel of land adjacent to the Property or in, on or in respect of 
any improvements thereon which injury, loss or damage arises from the acts or omissions of Tenant) or as 
a result of any act or omission occurring on or with respect to the Property or any other matter or thing 
arising out of the ownership, use, repair, maintenance, operation or occupation of the Property, or the use, 
repair, maintenance, operation and occupation by Tenant of the streets, sidewalks or service roads, as 
applicable, adjacent thereto; 

(b) performance of any Preparation Work, Condemnation Restoration, Mandatory 
Restoration or other work or act done in, on or about the Property or any part thereof; 

(c) any lien, encumbrance, claim, expense, obligation or liability (A) that may be alleged to 
have arisen against or on the Property, (B) created or permitted by Tenant, any subtenant or licensee of 
Tenant (including any sub-subtenant with respect to a sublease), or any of their respective partners, joint 
venturers, officers, shareholders, directors, agents, contractors, servants, employees, licensees or invitees 
against any assets of, or funds appropriated to, Landlord, the City or NYCEDC, or any liability that may 
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be asserted against Landlord, the City or NYCEDC with respect thereto or (C) existing or otherwise 
affecting any portion of the Property at the time Landlord acquires title thereto;  

(d) any claim for brokerage commissions, fees or other compensation by any person who 
alleges to have acted or dealt with Tenant in connection with the Interim Lease or the transactions 
contemplated by the Interim Lease or any Equity Interest Disposition, Assignment or Transfer (including 
with respect to the Declaration); 

(e) any failure on the part of Tenant to perform or comply with any of Tenant’s obligations 
(including with respect to the Declaration);  

(f) any failure or alleged failure on the part of Tenant to perform or comply with any 
agreement between Tenant and a third party; 

(g) solely as a result of Landlord’s ownership interest in the Property; 
 

(h) any claim resulting from Tenant’s control, use, non-use, possession, occupation, 
alteration, condition, operation, maintenance or management of the Property, or any part thereof in its 
ownership or control, or of any street, plaza, sidewalk, curb, vault, body of water, or space comprising a 
part thereof or adjacent thereto, including, without limitation, any violations imposed by any 
Governmental Authorities in respect of any of the foregoing; 

(i) any other matters directly related to the Property (and not to other portions of the 
Development Project) for which Tenant is obligated, pursuant to the City Funding Agreement, to defend, 
indemnify and save harmless any Indemnitees; 

(j) any act or failure to act on the part of Tenant, or any partners, joint ventures, officers, 
shareholders directors, agents, contractors, servants, employees, licensees or invitees of Tenant; and 

(k) the Project Documents or the Project Site directly related to the Property (and not to other 
portions of the Development Project). 

The indemnifying party under the Interim Lease shall defend the applicable indemnified party 
with counsel reasonably satisfactory to such indemnified party (unless the indemnified claim is covered 
by insurance, in which event counsel shall be attorneys for, or approved by, the insurance carrier), shall 
keep the Indemnified Party apprised of all legal proceedings and shall not enter into any settlement 
without the Indemnified Party’s prior written consent, which shall not be unreasonably withheld.   

In the event of any default by Landlord, Tenant shall look only to Landlord’s estate in the 
Property (or the proceeds thereof), and no other property or assets of Landlord. 

All obligations and liabilities of Tenant under the Interim Lease shall be fully recourse to Tenant.  
Notwithstanding the foregoing, no property or assets of Tenant’s agents, officers, directors, shareholders, 
members, partners, employees, attorneys or principals (other than their respective interests in Tenant) 
shall be subject to levy, execution or other enforcement procedure for the satisfaction of Landlord’s 
remedies under or with respect to the Interim Lease. 
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Arena Development Lease  

The Interim Lease shall automatically terminate upon the date the Ground Lease, Arena 
Development Lease and the assignment and assumption agreement attached to the Interim Lease as 
Exhibit P are, in each case, released from escrow in accordance with the Commencement Agreement. 

Surrender 

Upon the Expiration Date, Tenant shall surrender and deliver to the Landlord the Property in 
good order, free of all rights of Tenant or any third party to use or occupy the Property. 

Subordination 

The Interim Lease is subordinate to the Declaration, that certain easement granted to the New 
York City Department of Environmental Protection for purposes of a sewer line (the “DEP Easement”), 
the Transit Improvements Easement and certain restrictions reserved by the Metropolitan Transportation 
Authority (“MTA”) in the bargain and sale deed for Block 1119, Lot 7. 

Tenant Representations and Warranties 

Tenant represents and warrants to Landlord that as of the Commencement Date: 

(a) Tenant is a limited liability company duly formed, validly existing and in good standing 
under the laws of the State of Delaware and has full power and authority to conduct its business as 
presently conducted and to enter into the Interim Lease and the other Project Documents to which it is a 
party and perform all obligations thereunder.  Tenant is duly authorized to conduct business in the State of 
New York as a foreign limited liability company; 

(b) the Interim Lease and each other Project Document to which Tenant is a party have been 
duly authorized, executed and delivered by Tenant, are in full force and effect, and are the valid and 
binding obligation or agreement of Tenant, except as such enforcement may be limited by Bankruptcy 
Law and by general principles of equity whether applied in a proceeding at law or in equity; 

(c) the execution, delivery and performance by Tenant of the Interim Lease and the other 
Project Documents to which it is a party do not and will not (i) violate or conflict with the Constitutive 
Documents of Tenant, (ii) violate or conflict with any judgment, decree or order of any court applicable to 
or affecting Tenant, (iii) breach the provisions of, or constitute a default under, any contract, agreement, 
instrument or obligation to which Tenant is a party or by which Tenant is bound, or (iv) violate or conflict 
with any Legal Requirement or Approval; 

(d) the Interim Lease correctly sets forth the identity of the members of Tenant and the 
holders of the direct equity interests in such members; neither Tenant nor any of Tenant’s members, 
partners, shareholders, or members, partners or shareholders thereof, or officers or Principals, are 
Prohibited Persons; 

(e) (i) neither Tenant nor any Person who owns any equity interest in or Controls Tenant 
currently is identified on the OFAC List or otherwise qualifies as a Federal Prohibited Person, and Tenant 
has implemented procedures to ensure that no Person who now or in the future owns any equity interest in 
Tenant is a Federal Prohibited Person or Controlled by a Federal Prohibited Person, and (ii) Tenant is not 
in violation of any Legal Requirements relating to anti-money laundering or anti-terrorism, including, 
without limitation, Legal Requirements related to transacting business with Federal Prohibited Persons or 
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the requirements of the Uniting and Strengthening America by Providing Appropriate Tools Required to 
Intercept and Obstruct Terrorism Act of 2001, U.S. Public Law 107-56, and the related regulations issued 
thereunder, including temporary regulations, all as amended from time to time.  To the best of Tenant’s 
knowledge, Subtenant is not identified on the OFAC List or otherwise qualifies as a Federal Prohibited 
Person, and Subtenant is not owned or Controlled by a Federal Prohibited Person; 

(f) with respect to each party (other than Tenant) to each Operative Agreement in force or 
existence as of the Commencement Date, Tenant has obtained and delivered to Landlord such party’s 
consent to the assignment thereof to Landlord, unless the terms of the applicable Operative Agreement 
provide that no such consent to assignment is required; 

(g) Tenant has made available to Landlord true and complete copies of the Constitutive 
Documents, and such Constitutive Documents are in full force and effect, and have not been replaced, 
amended, modified or terminated, except as otherwise disclosed to Landlord; 

(h) Tenant has the financial ability and resources necessary to undertake and perform its 
obligations under the Interim Lease; 

(i) (A) no officer, agent, employee or representative of any Governmental Authority has 
received from Tenant or any of its members or will receive from Tenant or any of its members any 
payment or other consideration for the making of the Interim Lease and (B) no officer, agent, employee or 
representative of any Governmental Authority has or will have any interest, directly or indirectly, in the 
Interim Lease or the proceeds thereof;   

(j) except as set forth in the Interim Lease, there are no arbitration proceedings, 
governmental investigations, actions, suits or proceedings at law or in equity by or before any 
Governmental Authority now pending or, to the best of Tenant’s knowledge, threatened against or 
affecting Tenant which, if determined against Tenant, would materially and adversely affect the condition 
(financial or otherwise) or business of Tenant or the condition or operation of the Property; 

(k) Tenant is not a party to any agreement or instrument or subject to any restriction which 
would materially and adversely affect Tenant or Tenant’s business, property or assets, operations or 
condition, financial or otherwise.  Tenant is not in default in any material respect in the performance, 
observance or fulfillment of any of the obligations, covenants or conditions contained in any agreement or 
instrument to which it is a party or by which Tenant or the Property is bound; 

(l) neither Tenant nor its managing member is contemplating either the filing of a petition by 
it under any Bankruptcy Law or the liquidation of all or a major portion of such entity’s assets or 
property, and Tenant has no knowledge of a Person contemplating the filing of any such petition against it 
or against such managing member; 

(m) Tenant is not a foreign person with the meaning of §1445(f)(3) of the Internal Revenue 
Code of 1986, as amended, as it may be further amended from time to time, and any successor statutes 
thereto, and applicable U.S. Department of Treasury regulations issued pursuant thereto in temporary or 
final form; 

(n) Tenant has delivered to Landlord a current Survey for the Land and Property, containing 
a survey certification reasonably acceptable to Landlord.  Such Survey reflects the legal description set 
forth in the Interim Lease; 

(o) Tenant has delivered to Landlord valid certificates of insurance for the policies of 
insurance required to be maintained by Tenant pursuant to the Interim Lease. 
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Landlord Representation and Warranty 

Landlord represents and warrants to Tenant under the Interim Lease that as of the 
Commencement Date (i) Landlord is duly organized and validly existing under the laws of the State of 
New York and has full power and authority to conduct its business as presently conducted and to enter 
into the Interim Lease and perform all obligations thereunder and (ii) subject to the favorable resolution of 
any litigation regarding the Development Project to which Landlord is a party, the terms, provisions, 
covenants and obligations of Landlord as set forth in the Interim Lease are legally binding on and 
enforceable against Landlord. 

Tenant Covenants 

In addition to any other covenants of Tenant set forth in the Interim Lease, Tenant agrees and 
covenants to the following: 

(a) make available to Landlord, promptly upon execution thereof but not later than ten (10) 
days after execution, true, correct and complete copies of:  (i) any amendments to Tenant’s Constitutive 
Documents and (ii) any Operative Agreements and any amendments thereto.  Any amendments to 
Tenant’s Constitutive Documents and the Operative Agreements shall be subject to review by Landlord, 
within thirty (30) days of Landlord gaining access thereto, solely to confirm (A) compliance with the 
provisions of the Interim Lease and (B) the composition and identity of Tenant and in the event Landlord, 
by such review, identifies any noncompliance with the assignment and subletting provisions of the 
Interim Lease, any noncompliance with any requirements of the Interim Lease with respect to the 
composition and identity of Tenant, or any noncompliance with Tenant’s representations and warranties 
under the Interim Lease, Tenant shall promptly cure any such noncompliance. 

(b) give prompt written notice to Landlord of any litigation or governmental proceedings 
pending or threatened in writing against Tenant which (i) is not covered by any available insurance 
required to be maintained by Tenant pursuant to the provisions of the Interim Lease; or (ii) if determined 
adversely to Tenant, would materially and adversely affect the condition (financial or otherwise) or 
business of Tenant or the condition or operation of the Property. 

(c) warrant and defend Tenant’s leasehold estate in the Property and every part thereof, 
subject only to Liens permitted under the Interim Lease (including Permitted Encumbrances).  Tenant 
shall reimburse Landlord for any losses, costs, damages or expenses (including Legal Costs) incurred by 
Landlord if an interest in the Property or the leasehold estate, other than as permitted under the Interim 
Lease, is claimed by another Person. 

(d) do, or cause to be done, all things necessary to keep and protect the Property and all 
portions thereof unencumbered from any liens, claims, encumbrances, easements or agreements granting 
rights in or restricting the use or development of the Property, except for (i) Permitted Encumbrances, and 
(ii) liens, claims or encumbrances for Impositions prior to the imposition of any interest, charges or 
expenses for the non-payment thereof. 
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Exhibit A 
Glossary of Terms 

"Affiliate" means, with respect to any Person, any other Person that, directly or indirectly, 
Controls, is Controlled by or is under common ownership or Control with such Person or is a director, 
officer, general partner, member or manager of such Person or, with respect to an individual, has a 
relationship with such individual by blood, adoption or marriage not more remote than first cousin. 

"Approvals" means any and all licenses, permits (including demolition, alteration, use, and 
special permits), approvals, consents, certificates, rulings, variances, authorizations, or amendments to 
any of the foregoing as shall be necessary or appropriate under any Legal Requirements to commence, 
perform, or complete any Preparation Work, or for the use, occupancy, maintenance, or operation of the 
Property. 

"Arena Development Lease" means that certain Agreement of Arena Lease between the LDC 
and Brooklyn Events Center, LLC, a Delaware limited liability company. 

"Assignment" means the sale, exchange, assignment or other disposition, whether by operation 
of law or otherwise, of all or any portion of Tenant’s interest in this Lease or the leasehold estate created 
hereby. 

"Charges" means all of the amounts payable by Tenant pursuant to the Lease, including, Base 
Rent, Additional Rent, PILOTs, PILOST Amount, Overdue Payments, and all other charges, fees, and 
other sums, costs, expenses, or deposits which Tenant is obligated, pursuant to any of the provisions of 
the Lease, to pay to and/or deposit with Landlord. 

"City Funding Agreement" means that certain Funding Agreement, dated as of September 12, 
2007, by and between NYCEDC and Landlord. 

"Claims" means all liabilities (statutory or otherwise), obligations, claims, demands, damages, 
penalties, causes of action, costs, expenses (including Legal Costs), losses and injuries actually incurred 
in any manner relating to or arising with respect to the subject matter of any indemnity granted herein, 
including any enforcement of any such indemnity by the indemnified party. 

“Condemnation Restoration” means the Tenant’s obligation, at its sole cost and expense, 
whether or not any Condemnation Award, if any, shall be sufficient for the purpose, to diligently and 
continuously (subject to extensions for Unavoidable Delays) restore any component Permanent 
Improvements which has, prior to Condemnation, been dedicated to the City or the MTA. 

"Constitutive Documents" means Tenant’s constituent documents, including (a) the limited 
liability company agreement (or its equivalent) of Tenant, (b) the limited liability company agreement (or 
its equivalent) of any member or manager of Tenant, and (c) the certificate of formation (or its equivalent) 
of Tenant and any member or manager of Tenant. 

"Construction Site" means all or any portion of the Property under construction at any time 
throughout the Term. 

"Contaminants" means (a) any toxic substance or hazardous waste, substance or related material, 
or any pollutant or contaminant defined as such under any Environmental Law; (b) petroleum, radon gas, 
asbestos in any form which is or could become friable, urea formaldehyde foam insulation, transformers 
or equipment which contain dielectric fluid containing levels of polychlorinated biphenyls in excess of 
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any standard or criteria established under any applicable Environmental Law; (c) any substance, gas, 
material or chemical which is or hereafter is defined as or included in the definition of a "hazardous 
substance," "toxic substance," "hazardous material," "hazardous waste" or words of similar import under 
any Environmental Law; and (d) any other chemical, material, gas, vapor, energy, radiation or substance, 
the exposure to or Release of which is or hereafter is prohibited, limited or regulated by any 
Governmental Authority having jurisdiction over the Project Site or any portion thereof, or the operations 
of activity thereon, under any applicable Environmental Law.  

"Contractor" means any Person (other than a Construction Manager) performing the Preparation 
Work under an Operative Agreement, including sub-contractors and sub sub-contractors. 

"Control" and "Controlled" means any one or more of the economic, equitable or beneficial 
ownership of 50% or more of a Person or the power, exercisable jointly or severally, to manage and direct 
a Person through the direct, indirect, or beneficial ownership of partnership interests, membership 
interests, stock, trust powers, or other beneficial interests and/or management or voting rights. 

"Declaration" means the Declaration dated of even date herewith by Landlord encumbering a 
portion of the Project Site. 

"Default" means (a) the failure of Tenant to perform or complete any Obligations as required 
hereunder and in accordance herewith after receipt of written notice (but without regard to any cure 
period in respect thereof), (b) the occurrence of any event, or existence of any set of facts, which with the 
giving of notice or the passage of time could constitute a failure of Tenant to perform or complete any 
Obligations as required hereunder and in accordance herewith, and (c) any other matter expressly 
identified as a default hereunder. 

"Development Project" means the Atlantic Yards Land Use Improvement and Civic Project. 

"DOB Agreement" means the agreement between Landlord and the DOB. 

"Environmental Condition" means any condition with respect to the Environment, whether or 
not yet discovered, which (a) affects the Property or (b) affects other property and results from the past, 
present or future occupancy or use of the Property and which, in either case, is required to be remediated 
under Environmental Laws by a Governmental Authority having jurisdiction. 

"Environmental Laws" means any and all Legal Requirements relating to the protection of the 
Environment, including, without limitation: 

(i) all Legal Requirements relating to reporting, licensing, permitting, investigation 
or remediation of emissions, discharges, releases, threatened releases or the 
manufacture, processing, distribution, use, treatment, storage, disposal, transport 
or handling of Contaminants, including the Comprehensive Environmental 
Response, Compensation and Liability Act of 1980, as amended, 42 U.S.C. § 
9601, et seq.; the Hazardous Materials Transportation act, as amended, 49 U.S.C. 
§ 1801, et seq.; the Resource Conservation and Recovery Act, as amended, 42 
U.S.C. § 6901, et seq.; the Federal Water Pollution Control Act, as amended, 33 
U.S.C. § 1251, et seq.; analogous state environmental statutes and local 
ordinances including the New York State Environmental Conservation Law and 
the New York State Navigation Law; and any regulations promulgated under any 
of the foregoing; and 
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(ii) all Legal Requirements pertaining to the protection of the health and safety of 
employees or the public. 

"Equipment" means all fixtures and personal property incorporated in or attached to and used or 
usable in the operation of the Property owned or leased by Tenant. 

"Equity Interest Disposition" means any merger, consolidation, sale of equity interests or other 
similar transaction involving a Person or any direct or indirect constituent entity of such Person.  The term 
"Equity Interest Disposition" shall also include any (a) transaction or series of transactions (including, 
without limitation, the issuance of additional equity interests in such Person) or (b) direct or indirect 
revision of the beneficial ownership structure or Control of such Person or any direct or indirect 
constituent entity of such Person.  The term "Equity Interest Disposition" shall not, however, include 
any transaction, which when aggregated with all prior transactions, would result in (i) Forest City 
Enterprises, Inc. continuing to own, directly or indirectly, at least 22.80% of the membership interests in 
Nets Sports and Entertainment, LLC, (ii) Nets Sports and Entertainment, LLC continuing to own, directly 
or indirectly, at least 55.00% of the membership interests in Tenant, and (iii) Tenant continuing to own, 
directly or indirectly, 100% of Brooklyn Arena Holdings Company, LLC, and Brooklyn Events Center, 
LLC, each a Delaware limited liability company; provided in each case that Control of such entity does 
not change as a result of such Equity Interest Disposition.  For purposes of this definition only, "Control" 
means the power, exercisable jointly or severally, to manage and direct the day-to-day business and 
affairs of a Person; provided that the right to approve the day-to-day business and affairs of a Person 
solely through major decision rights or similar protective provisions shall not constitute "Control" for 
purposes of this definition. 

"Existing Improvements" means the buildings and other improvements and appurtenances of 
every kind and description located on the Property as of the Commencement Date, and any equipment 
situated or incorporated therein or attached thereto (said equipment the "Existing Equipment"), and all 
alterations and replacements thereof and additions thereto. 

"Federal Prohibited Person" means any Person identified on the OFAC List or any other Person 
with whom a Person may not conduct business or transactions by prohibition of Federal law or executive 
order of the President of the United States. 

“Ground Lease” means the Ground Lease Agreement between Landlord and the LDC for the 
Property. 

"Guidelines and Requirements" means, collectively, the Design Guidelines, the MGPP, and the 
MEC. 

"Insurance Requirements" means all of the terms and conditions of all insurance policies 
required to be maintained by Tenant pursuant to the Lease, all requirements of the issuers of such policies 
and all rules, regulations, orders and other requirements or standards issued or promulgated by the 
National or Regional Board of Fire Underwriters, the National or Regional Fire Protective Association or 
any other national or regional body in lieu of the foregoing exercising similar functions whose 
requirements or standards must be complied with in order to obtain any Approvals or insurance policy 
required by the Lease. 

"Interest Rate" means a rate equal to the lesser of (a) three (3) percentage points over the Prime 
Rate or (b) the maximum rate permitted by applicable law. 

"Jones Act" means Section 27 of the Merchant Marine Act of 1920, as amended. 
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"Lease" means the Agreement of Interim Lease between Landlord and Tenant. 

"Legal Costs" of any Person means all reasonable costs and expenses such Person incurs in any 
legal proceeding, arbitration, or Bankruptcy Proceeding, or other matter, including in-house and 
reasonable external attorneys’ fees, court costs and expenses. 

"Legal Requirements" means all applicable present and future, foreseen and unforeseen, laws, 
rules, orders, ordinances, regulations, statutes, requirements, permits, consents, certificates, approvals, 
codes and executive orders of any Governmental Authority now existing or hereafter created, and of any 
and all of their departments and bureaus, including, without limitation, the Green Buildings Standards 
(New York City Charter Section 224.1 and Title 43, Chapter 10 of the Rules of the City of New York) (to 
the extent applicable), all Environmental Laws affecting the Property, the Lease or any Preparation Work 
in any way and, in each case, without regard to the nature or cost of the work required to be done, 
extraordinary, as well as ordinary, and without regard to any exemption by reason of Landlord’s interest 
in the Premises other than the Overridden Provisions, of all Governmental Authorities now existing or 
hereafter created. 

“Mandatory Restoration” means, upon any casualty, the Tenant’s obligation, whether or not 
such Casualty has been insured and whether or not such insurance proceeds, if any, are sufficient to 
Restore either (A) any components of the Permanent Improvements subject to Casualty (other than 
components of Permanent Improvements which have been dedicated to the City or the MTA) to a safe 
and lawful condition, as nearly as possible to the quality, utility and class of such components of 
permanent improvements as they existed immediately prior to such occurrence (using materials, 
equipment and construction techniques which are common at the time of the Casualty), or (B) return the 
Property to a safe and lawful condition. 

"MEC" means the Memorandum of Environmental Commitments for the Development Project as 
attached to the Interim Lease Agreement. 

"Obligations" means covenants to pay Charges, Impositions and other sums payable hereunder 
and perform acts or fulfill obligations hereunder, as applicable, and all of the other covenants, 
agreements, terms, conditions, limitations, exceptions and reservations contained in the Lease and the 
schedules and exhibits attached hereto that are to be performed, observed or complied with by Landlord 
or Tenant.  The terms "Tenant’s Obligations" and "Landlord’s Obligations," and words or phrases of 
like import, mean the Obligations contained in the Lease which are imposed upon and are to be 
performed, observed or complied with by Tenant or by Landlord, as the case may be. 

“OFAC List” means the list of specially designated nationals and blocked persons subject to 
financial sanctions that is maintained by the U.S. Treasury Department, Office of Foreign Assets Control 
and accessible through the internet website www.treas.gov/ofac/t11sdn.pdf. 

"Officer’s Certificate" means a certificate executed by a Qualified Certifying Party. 

“Overdue Payments” means any Charges which have not been timely paid, together with 
interest thereon. 

"Permanent Improvements" means the Project Infrastructure and any component of the 
foregoing, including foundations and footings of the Arena. 

"Permitted Encumbrances" means the Declaration, DEP Easement, Transit Improvement 
Easement, any and all encumbrances, easements, covenants, restrictions, mortgages, exceptions, 

http://www.treas.gov/ofac/t11sdn.pdf
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reservations, conditions of title and other matters affecting the Landlord’s Interest as of the 
Commencement Date, or any and all other encumbrances, easements, covenants, restrictions, mortgages, 
exceptions, reservations, conditions of title and other matters affecting the Landlord’s Interest existing as 
of the Commencement Date, or as otherwise permitted by the terms of the Interim Lease Agreement. 

"Person" means (a) an individual, corporation, limited liability company, partnership, joint 
venture, estate, trust, unincorporated association or other entity, (b) any Governmental Authority, and (c) 
any fiduciary acting in such capacity on behalf of any of the foregoing. 

"PILOT Amount" means quarterly payments made to Landlord in lieu of sales and 
compensating use taxes equal to the amount of any Sales Taxes which would have been due and payable 
during such quarter by Tenant or any other Person claiming through or under Tenant on all Taxable 
Property, but for Landlord’s ownership of the Property and/or materials purchased to be incorporated 
therein. 

"Prohibited Person" means: 

(i) any Person (A) that is in monetary default or in breach of any non-monetary 
obligation under any written agreement with the State of New York (including 
Landlord) or the City of New York after notice and beyond any applicable cure 
periods, or (B) that directly or indirectly controls, is controlled by, or is under 
Common Control with, a Person that is the subject of any of the matters set forth 
in clause (A), unless, in each instance, such monetary default or breach either (x) 
has been waived in writing by the State or City of New York or (y) is being 
disputed in a court of law, administrative proceeding, arbitration or other forum, 
or (z) is cured within thirty (30) days after a determination and notice to Tenant 
from Landlord that such Person is a Prohibited Person as a result of such default 
or breach; 

(ii) Any Person (A) who has been convicted in a criminal proceeding for a felony or 
any crime involving moral turpitude or that is an organized crime figure or is 
reputed to have substantial business or other affiliations with an organized crime 
figure or has had a contract terminated by any governmental agency for breach of 
contract or for any cause directly or indirectly related to an indictment or 
conviction, or (B) who, directly or indirectly controls, is controlled by, or is 
under Common Control with a Person who has been convicted in a criminal 
proceeding for a felony or any crime involving moral turpitude or that is an 
organized crime figure or is reputed to have substantial business or other 
affiliations with an organized crime figure. The determination as to whether any 
Person is an organized crime figure or is reputed to have substantial business or 
other affiliations with an organized crime figure for purposes of this paragraph 
(ii) shall be within the sole discretion of Landlord, which discretion shall be 
exercised in good faith; provided however, that such Person shall not be deemed 
a Prohibited Person if the State of New York, having actual knowledge that such 
Person meets the criteria set forth in clauses (A) or (B) of this paragraph (ii), 
entered into a contract and is then doing business with such Person; 

(iii) Any government, or any Person that is directly or indirectly controlled (rather 
than only regulated) by a government, which is finally determined, beyond right 
to appeal, by the Federal Government of the United States or any agency, branch 
or department thereof to be in violation of (including, but not limited to, any 
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participant in an international boycott in violation of) the Export Administration 
Act of 1979, as amended, or any successor statute, or the regulations issued 
pursuant thereto, or any government which is, or any Person which, directly or 
indirectly, is controlled (rather than only regulated) by a government which is 
subject to the regulations or controls thereof.  Such control shall not be deemed 
to exist in the absence of a determination to that effect by a Federal court or by 
the Federal Government of the United States or any agency, branch or 
department thereof; 

(iv) Any government or any Person that, directly or indirectly, is controlled (rather 
than only regulated) by a government, the effects of the activities of which are 
regulated or controlled pursuant to regulations of the Unites States Treasury 
Department or executive orders of the President of the Unites States of America 
issued pursuant to the Trading with the Enemy Act of 1917, as amended; 

(v) Any Person that has received written notice of default in the payment to the City 
of any real property taxes, sewer rents or water charges, in an amount greater 
than ten thousand dollars ($10,000), unless such default is then being contested in 
good faith in accordance with applicable legal requirements with due diligence in 
proceedings in a court or other appropriate forum or unless such default is cured 
within thirty (30) days after a determination and notice to Tenant from Landlord 
that such Person is a Prohibited Person as a result of such default; and 

(vi) Any Person (A) that has owned any property at any time in the five (5) years 
immediately preceding a determination of whether such Person is a Prohibited 
Person, which such property both (x) was acquired by such Person following an 
in rem foreclosure of such property and (y) was reacquired during such five (5) 
year period from such Person by the City in an in rem foreclosure, other than a 
property in which the City has released or is in the process of releasing its 
interest pursuant to the Administrative Code of the City, or (B) that directly or 
indirectly controls the management of property, or is controlled by or is under 
Common Control with a Person that has controlled the management of property 
at any time in the five (5) years preceding such determination of a Prohibited 
Person status, which such property (x) was acquired by such Person following an 
in rem foreclosure of such property and (y) was reacquired during such five (5) 
year period from such Person by the City in an in rem foreclosure, other than a 
property in which the City has released or is in the process of releasing its 
interest pursuant to the Administrative Code of the City. 

"Project Documents" means such of the documents set forth on Exhibit O to the Arena 
Premises Interim Lease Agreement. 

"Project Effective Date" means the earlier of (i) the date on which Landlord has acquired and 
delivered Vacant Possession of the Phase I Properties (as defined in the LAFPMRA) to Tenant or its 
Affiliates pursuant to the terms of the LAFPMRA, and (ii) the date on which Tenant or any Affiliate of 
Tenant delivers notice to Landlord or any other Person that Tenant or such Affiliate of Tenant is waiving 
the requirement that Landlord deliver Vacant Possession of all or any portion of the Phase I Properties. 

"Project Infrastructure" means the infrastructure-related improvements to be installed, made 
and constructed on the Property, which shall comply with the Guidelines and Requirements, Insurance 
Requirements, DOB Agreement, applicable Legal Requirements and the State Funding Agreement. 
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"Project Site" means the approximately 22-acre area generally bounded by Flatbush and 4th 
Avenues to the West, Vanderbilt Avenue to the East, Atlantic Avenue to the North, and Dean and Pacific 
Streets to the South and includes the approximately 9-acre (including the land under the 6th and Carlton 
Avenue Bridges) below-grade Long Island Rail Road Vanderbilt Storage Yard. 

"Release" means any releasing, spilling, leaking, pumping, pouring, emitting, emptying, 
discharging, injecting, escaping, leaching, disposing or dumping of any Contaminant into the 
Environment. 

"Remediation Work" means such investigation, clean up or remediation of any Environmental 
Condition at, on, under or migrating from any portion of the Property, as is required under applicable 
Environmental Laws. 

"Restoration" means and repairs, restorations, replacements and rebuilding, including temporary 
repairs or the protection of other property, pending the completion of any repair, restoration, replacement 
or rebuilding thereof. 

"Subject Matter Expert" means the persons as listed in the Arena Premises Interim Lease 
Agreement. 

"Substantial Completion Date" means the date on which Landlord receives (a) (i) with respect 
to substantial completion of any Permanent Improvements, the delivery, to the extent applicable, to 
Landlord of true copies of the temporary or permanent certificate(s) of occupancy for such Permanent 
Improvements, and (ii) with respect to all portions of the Preparation Work other than such portions of the 
Preparation Work for which temporary or permanent certificate(s) of occupancy evidence substantial 
completion, the delivery to Landlord of a certification from the Architect, the Approved Engineer or a 
Qualified Certifying Party of Tenant that the construction of such portions of the Preparation Work have 
been completed substantially in accordance with the requirements of this Lease, DOB Agreement, the 
Guidelines and Requirements, Insurance Requirements and all applicable Legal Requirements, and (b) 
certificates of insurance evidencing the insurance required to be maintained by Tenant pursuant to the 
Lease. 

"Survey" means a survey of the applicable portion of the Property prepared by a surveyor 
licensed in the State of New York and reasonably satisfactory to Landlord and containing a certification 
of such surveyor satisfactory to Landlord. 

"Threatened Release" means a substantial likelihood of a Release which requires action to 
prevent or mitigate damage to the Environment which may result from such Release. 

"Transfer" means any assignment, transfer, conveyance, mortgage, pledge license, sublease or 
sublicense of any portion of Tenant’s interest in this Lease, the leasehold estate created hereby, or any 
direct or indirect interest in Tenant, whether voluntarily, involuntarily, by operation of law or otherwise 
and whether resulting from a single transaction, a series of related transactions or otherwise. 

“Unavoidable Delay” means actual delays affecting the Property (after taking into account all 
reasonable measures that are taken or should reasonably have been taken by Tenant to mitigate the effect 
of the following) caused by (a) acts of God, war, sabotage, hostilities, invasion, insurrection, riot, 
terrorism, mob violence, malicious mischief, embargo, enemy action, civil commotion, earthquake, flood, 
fire, explosion or other casualty, unusually severe weather conditions, governmental action or restriction, 
unknown physical conditions which differ materially from those ordinarily found to exist and generally 
recognized as inherent in the construction of large mixed use projects in Brooklyn, failure of 
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transportation, public utilities or public infrastructure, lockouts, strikes, labor troubles, or the inability to 
procure labor, equipment, materials or supplies (exclusive of customary delays inherent in the ordering of 
long lead time items), which are not attributable to the improper acts or omissions of Tenant or its 
Affiliates and (b) any litigation which results in an injunction or a restraining order prohibiting or 
otherwise delaying the continuation of such construction or other acts, provided such litigation was not 
instituted, financed or supported by Tenant or any of its Affiliates.  None of the following shall, in any 
case, constitute or result in Unavoidable Delay or any clam of Unavoidable Delay: (i) the inability to pay 
a sum of money, (ii) the inability to obtain or timely obtain (A) any Approvals (other than as a result of 
any failure of Landlord to cooperate as required by the terms of this Lease), or (B) financing (except as 
otherwise provided in this Agreement), (iii) any delay resulting from any Stop Work Order, or (iv) any 
delay resulting form any Permitted Use of the Property other than the performance of the Preparation 
Work.  The period of delay caused by any occurrence of Unavoidable Delay shall not be deemed to 
commence any earlier than ten (10) days before the date Landlord receives notification from Tenant of 
such occurrence; provided, however, that no such notification shall be valid unless Tenant shall 
substantiate the basis for any claim of Unavoidable Delay made therein within twenty (20) days 
thereafter.  Tenant shall advise Landlord in such notice as to the measures taken or proposed to be taken 
by Tenant to mitigate the delay caused by such occurrence of Unavoidable Delay and thereafter to keep 
Landlord reasonably informed as to the status of such measures, and notify Landlord as to the termination 
of the occurrence of Unavoidable Delay within ten (10) days thereafter. 

"USL&H Act" means United States Longshoremen’s and. Harbor Workers’ Compensation Act, 
as amended. 
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APPENDIX F 

 SUMMARY OF THE DECLARATION OF EASEMENTS 

The following is a brief summary of certain provisions of the Declaration of Easements (the 
“Declaration”).  This summary does not purport to be comprehensive or complete, and reference is made 
to the Declaration for full and complete statements of such and all provisions.  All capitalized terms used 
herein and not otherwise defined herein shall have the meanings assigned thereto in APPENDIX C -
“CERTAIN DEFINITIONS.”  

Following ESDC’s acquisition of the land upon which the Arena shall be located (the “Arena 
Parcel”) and certain other land adjacent thereto (the “Non-Arena Parcel”; and together with the Arena 
Parcel, collectively, the “Arena Block”), ESDC will subject the Arena Block to certain permanent 
easements to establish certain economic and real property arrangements amongst all current and future 
interest-holders and occupants of the Arena Block to facilitate and promote the development of the Arena 
Block.  The Declaration will be recorded against the entire Arena Block. 

Definitions 

“Arena Parcel Occupant” means the holder of the tenant’s interest under the Arena Parcel Interim 
Lease or subtenant’s interest under the Arena Development Lease, as may be applicable from time to 
time.  In the event that neither the Arena Parcel Interim Lease nor the Arena Development Lease is in 
effect, the person that holds fee title to the Arena Parcel shall be deemed the Arena Parcel Occupant for 
all purposes hereof.  

“Benefited Parcel” means the Parcel benefited by a particular easement granted under the 
Declaration. 

“Benefited Occupant” means an Occupant for whose benefit a particular easement is granted 
under the Declaration. 

“Burdened Parcel” means Parcel burdened by a particular easement granted under the 
Declaration. 

“Burdened Occupant” means an Occupant whose Parcel is burdened by a particular easement 
granted under the Declaration. 

“Construction Work” means any alteration, construction, demolition, development, 
redevelopment, repair, restoration or other work (including any preparation work related to any of the 
foregoing activities) affecting any portion of the Arena Block or the Improvements located thereon. 

“Improvements” means any buildings and structures, together with any machinery, equipment 
and fixtures affixed to and forming a part of the buildings and structures, which may be existing as of the 
date of the Declaration or as may be erected or located wholly or partially on any portion of the Arena 
Block by or on behalf of any Occupant. 

“Legal Requirements” means the DOB Agreement (as defined in APPENDIX G — “SUMMARY 
OF THE ARENA LEASE AGREEMENT”) all federal, state, county, city, municipal and other 
governmental statutes, laws, rules, orders, permits, licenses, regulations, ordinances, judgments, decrees, 
directions and injunctions applicable to or affecting the Parcel in question, the Declaration, any 
Improvements or other property (personal or other) attached to or located on the Parcel in question, or the 
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use or occupancy thereof, whether now or hereafter enacted or in force, ordinary or extraordinary, 
foreseen or unforeseen (which shall include, without limitation, the New York City Construction Codes, 
as amended from time to time) without regard to any overrides or exemptions provided ESDC.  With 
respect to the Arena Parcel only, Legal Requirements shall include, to the extent applicable, the NBA 
Rules and Regulations. 

“Non-Arena Occupant” means the B-1 Occupant, B-2 Occupant, B-3 Occupant and B-4 
Occupant. 

“Non-Arena Parcels” means the B-1 Parcel, B-2 Parcel, B-3 Parcel and B-4 Parcel. 

“Occupant” means the Arena Parcel Occupant, B-1 Occupant, B-2 Occupant, B-3 Occupant and 
B-4 Occupant. 

“Parcel” means the Arena Parcel, B-1 Parcel, B-2 Parcel, B-3 Parcel and B-4 Parcel.  

“Permitted Users” means, collectively, agents, employees, contractors, subcontractors, tenants, 
subtenant, licensees, permittees, guests and invitees. 

“Project Lease” means the Arena Parcel Interim Lease, Arena Ground Lease, Arena Development 
Lease, Arena Block (Non-Arena Parcel) Interim Lease or a Development Lease.  

“Utility Lines” means stormwater drainage lines, sanitary sewer pipes and drains, water and gas 
mains, electric power lines, electric service transformer and other utility vaults, telecommunication lines 
and other utility lines and valves, controls, manholes, conduits, ducts and other appurtenances thereof.   

The Buildings 

“Building B-1” is the building to be constructed above a plane on the northwest portion of the 
Arena Block (such location, the “B-1 Parcel”) by the tenant under the applicable Project Lease (together 
with any successor thereto, the “B-1 Occupant”).  “Building B-2” is the building to be constructed on the 
southwest corner of the Arena Block (such location, the “B-2 Parcel”) by the tenant under the applicable 
Project Lease (together with any successor thereto, the “B-2 Occupant”).  “Building B-3” is the building 
to be constructed on the southeast corner of the Arena Block (such location, the “B-3 Parcel”) by the 
tenant under the applicable Project Lease (together with any successor thereto, the “B-3 Occupant”).  
“Building B-4” is the building to be constructed on the northeast corner of the Arena Block (such 
location, the “B-4 Parcel”) by the tenant under the applicable Project Lease (together with any successor 
thereto, the “B-4 Occupant”). 

General Construction Easements 

Right to Perform Construction Work.  Each Occupant is granted the right to enter upon the other 
Parcels with workers and machinery, as reasonably required to facilitate any Construction Work on its 
own Parcel, subject to certain notice and scheduling requirements.  A Benefited Occupant is also granted 
the right to reasonably require evacuation of a portion of a Burdened Parcel to ensure the safety of those 
occupying the affected areas during the performance of Construction Work on the Benefited Parcel, 
provided that in the event the Arena Parcel must be evacuated, the Benefited Occupant shall reimburse 
the Arena Parcel Occupant for any loss of income, additional expenses or penalties sustained as a result of 
any cancellation or postponement of an event in the Arena.  Subject to insurance requirements, Legal 
Requirements and any requirements contained in underlying Project Leases and other agreements 
affecting such Parcels, each Benefited Occupant is also granted a temporary easement for staging and 
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incidental encroachments on a Burdened Parcel for purposes of facilitating its Construction Work 
(provided such staging or encroachments do not unreasonably interfere with or impede the use, 
occupancy or enjoyment of such Burdened Parcel).   

Damages; Liens.  The Benefited Occupant shall be responsible for repairing any damage caused 
to a Burdened Parcel by the exercise of such Benefited Occupant’s Construction Work-related easements, 
unless the Burdened Occupant elects to conduct its own repairs, in which event the Benefited Occupant 
should be responsible for reimbursing the Burdened Occupant for the reasonable costs of such repairs.  
Each Occupant shall promptly (and in no event more than thirty days after receiving notice of its 
existence) cause to be discharged by bonding, payment or otherwise, any and all mechanic’s, 
materialman’s, public improvement and other liens filed against another Parcel or any interest or estate 
therein by any persons claiming to have furnished work or materials at the request of such Benefited 
Occupant in connection with its Construction Work.   

Demolition.  Any Occupant that elects to demolish any of the Improvements on its Parcel must 
submit a Demolition Plan (specifying the date and time of such demolition) to the other Occupants, and 
such Demolition Plan shall be subject to the prior review of any Occupant that may be adversely affected 
by such demolition.  Such review shall be limited to whether the demolition would (i) adversely affect the 
structural soundness of the Improvements on the affected Parcel, or otherwise cause damage to such 
Improvements or the systems located on such Parcel, (ii) unduly interfere with the affected Occupant’s 
use, operation and enjoyment of its Parcel, (iii) cause the affected Parcel or the Improvements thereon to 
breach any applicable Legal Requirements, insurance requirements or the requirements of any Project 
Lease or (iv) adversely affect such affected Occupant’s rights granted under the Declaration. 

Staging Plan.  The Occupants shall coordinate the construction logistics on each of their 
respective Parcels and reasonably cooperate with each other and, as necessary, with ESDC, the City and 
any other applicable governmental authority having jurisdiction over the Project Site.  The Arena Parcel 
Occupant may, at the expense of the party benefitting thereby, develop and implement a written plan and 
procedures for site safety, logistics, hoisting, staging areas and access points for any Construction Work.   

Alterations on Burdened Parcel.  Any additions, Improvements, installations, demolitions, 
restorations or alterations by a Burdened Occupant on its Burdened Parcel and on any easement that 
benefits such Burdened Parcel are defined as an “Alteration.”  Any Alteration that has more than a de 
minimis adverse affect on the Benefited Parcel’s easement areas or Improvements is subject to the prior 
review and reasonable approval of the affected Benefited Occupant, except that any such Alteration that 
meets the following criteria is a “Major Alteration”: (i) adversely affects (including by requiring an 
increase in the capacity of) any load-bearing structural elements or systems servicing such affected 
Benefited Parcel;  (ii) will result in a reduction of the leasable or usable square footage of such affected 
Benefited Occupant’s Improvements; or (iii) adversely affects the façade of any of such affected 
Benefited Occupant’s Improvements.  The applicable affected Benefited Occupant may withhold its 
consent to a Major Alteration in its sole discretion.  A Burdened Occupant shall not make any Alteration 
that would result in (a) a failure by the Arena to be in compliance with all Legal Requirements or the 
Arena Development Lease (when in effect), or (b) the Affiliate of the Arena Parcel Occupant that is a 
party to the Transit Improvements Agreement (or its successor or assignee) to fail to be in compliance 
thereunder or that would result in a violation of certain other easements. 

Utility Line Easement 

Each Occupant is granted a permanent easement in, on, over, under and across each Parcel, for 
the purposes of installation, operation, maintenance, repair, replacement and removal of Utility Lines to 
serve its respective Parcel, together with a right to relocate from time to time Utility Lines located on 
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another Parcel or on its Parcel (the “Utility Line Easement”).  The location of Utility Lines on a Burdened 
Parcel shall be subject to the reasonable approval of the applicable Burdened Occupant and any other 
Occupant that may be adversely affected in more than a de minimis manner by installation or relocation of 
Utility Lines to such location.  Each Burdened Occupant shall have the right to relocate Utility Lines 
located on its Parcel, at its sole cost, provided such relocation shall not have more than a de minimis effect 
on the use, operations or enjoyment of any Benefited Parcel with respect to such Utility Lines.  Each 
Occupant shall keep the Utility Lines on its respective Parcel in a safe, sightly, good and functional 
condition (except for any portion of a Parcel subject to an exclusive easement, in which case the Occupant 
benefiting therefrom shall keep the Utility Lines on such easement area). 

Loading Dock Easement 

B-1 Occupant (and its Permitted Users) is granted, for use in common with the Arena Parcel 
Occupant (and its Permitted Users), a non-exclusive, permanent easement for reasonable access to and the 
right to use the loading dock facility that is anticipated to be constructed by the Arena Parcel Occupant as 
part of the Arena (the “Loading Dock”), together with a permanent, non-exclusive easement for ingress 
and egress between the Loading Dock and the B-1 Parcel (collectively, the “Loading Dock Easement”).  
The Arena Parcel Occupant shall have the right to either temporarily or permanently reserve and use, in 
its sole discretion, any parking spaces located in the Loading Dock Facility, and neither the Arena Parcel 
Occupant, LDC nor ESDC shall have any liability to the B-1 Occupant arising from changes in the 
location, dimensions or utility of the Loading Dock.  The Arena Parcel Occupant shall be responsible for 
the maintenance, insurance, security and cleaning of the Loading Dock and the making of all repairs and 
replacements to the Loading Dock (and the ingress/egress easement), and pay for all the costs and 
expenses in connection with such responsibilities, subject to partial reimbursement by the B-1 Occupant.  
B-1 Occupant shall pay to the Arena Parcel Occupant, on a monthly basis, an equitable share (as 
reasonably determined by Arena Parcel Occupant) of all of the Loading Dock expenses incurred by the 
Arena Parcel Occupant based on the estimated annual relative usage of the Loading Dock by B-1 
Occupant, Arena Parcel Occupant and their Permitted Users, as reasonably determined by the Arena 
Parcel Occupant.  The Arena Parcel Occupant shall have the right to promulgate such reasonable non-
discriminatory rules and regulations relating to the use and operation of the Loading Dock and the 
ingress/egress therefrom from time to time.  B-1 Occupant shall submit to the Arena Parcel Occupant 
plans and specifications designating the path of the ingress/egress easement to the Loading Dock clearly 
indicating any modifications that may be required to any Improvements on the Arena Parcel, which plans 
and specifications shall be subject to the Arena Parcel Occupant’s approval, in its sole discretion.  Arena 
Parcel Occupant shall construct any necessary modifications to the Improvements on the Arena Parcel as 
a result of such path (unless Arena Parcel Occupant elects to have the B-1 Occupant construct all or a 
portion thereof), provided B-1 Occupant shall reimburse the Arena Parcel Occupant for all costs incurred 
by the Arena Parcel Occupant for the review of such plans and specifications and the construction of any 
such modifications.   

Non-Material Encroachment Easement 

Each Occupant is granted a permanent easement for non-material encroachments on other Parcels 
by the buildings or Improvements located on its Parcel, provided such encroachments do not interfere in 
more than a de minimis manner with the construction, operation, maintenance and repair of the Burdened 
Parcel.  The Arena’s façade encroaching beyond the foundation wall of the Arena onto and within any 
other Parcel and any architectural feature shall each be considered a non-material encroachment.   
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Urban Room and Arena Facilities 

Construction Notice.  B-1 Occupant shall notify the Arena Parcel Occupant when it is ready to 
proceed with the construction of Building B-1 and/or the modification of the public amenity comprising a 
plaza and other facilities in the portion of the Arena Parcel adjacent to Flatbush and Atlantic Avenues (the 
“Urban Experience”) into the permanent glass-enclosed urban room contemplated by the MGPP (the 
“Urban Room”), such notice shall indicate in reasonable detail the planned construction activities and the 
portion of the Arena Parcel that will be affected thereby (the “Construction Notice”).   

Temporary Arena Facilities.  Following the receipt of the Construction Notice, the Arena Parcel 
Occupant shall designate a portion of the Arena Parcel and/or the Arena Block as the location for a 
temporary box office, other Arena facilities or portions of the Arena and/or entrance(s) for the Arena 
(collectively, the “Temporary Arena Facilities”) to the extent that the same are to be relocated pursuant to 
the construction activities set forth in the Construction Notice.  B-1 Occupant and Arena Parcel Occupant 
are granted an exclusive easement to erect all or a portion of the Temporary Arena Facilities on the other 
Parcels.  The Arena Parcel Occupant shall prepare plans and specifications for the Temporary Arena 
Facilities, or at its option, request that B-1 Occupant prepare all or a portion of such plans and 
specifications (subject to Arena Parcel Occupant’s approval).  Arena Parcel Occupant shall construct the 
Temporary Arena Facilities in accordance with such plans and specifications, or at its option, request that 
B-1 Occupant construct all or a portion of the Temporary Arena Facilities (subject to Arena Parcel 
Occupant’s approval).  B-1 Occupant shall reimburse Arena Parcel Occupant for all costs incurred by 
Arena Parcel Occupant for the (i) preparation and review of plans and specifications and (ii) construction 
for the Temporary Arena Facilities.  B-1 Occupant shall not commence construction of Building B-1 or 
the Urban Room until the Temporary Arena Facilities have been substantially constructed (and approved 
by the Arena Parcel Occupant as sufficiently complete).  The Arena Parcel Occupant is granted an 
exclusive easement to maintain and occupy the Temporary Arena Facilities, as it sees fit, and shall retain 
all economic interest derived therefrom.  B-1 Occupant shall promptly demolish the Temporary Arena 
Facilities after the Permanent Arena Facilities are completed, subject to the reasonable approval of the 
plans of such demolition by the Arena Parcel Occupant and any other Occupants whose Parcels on which 
the Temporary Arena Facilities are located; unless the Arena Parcel Occupant informs the B-1 Occupant 
that it shall perform such demolition, in which event, all costs and expenses of such demolition shall be 
borne solely by B-1 Occupant.  Upon the completion of such demolition, the Temporary Arena Facilities 
Construction Easement shall automatically terminate. 

Urban Room; Permanent Arena Facilities.  After completion of the Temporary Arena Facilities, 
Arena Parcel Occupant shall notify the B-1 Occupant that either (a) Arena Parcel Occupant shall prepare 
plans and specifications for the Urban Room and construction of a permanent box office, entrance(s) to 
the Arena and other Arena facilities (collectively, the “Permanent Arena Facilities”) to replace the 
Temporary Arena Facilities; or (b) B-1 Occupant is directed to prepare all or a portion of such plans and 
specifications, subject to Arena Parcel Occupant’s approval, in its sole discretion.  Arena Parcel Occupant 
shall construct the Permanent Arena Facilities (including the Urban Room) in accordance with such plans 
and specifications, or at its option, direct B-1 Occupant to construct all or a portion of the Permanent 
Arena Facilities (including the Urban Room), subject to Arena Parcel Occupant’s approval.  B-1 
Occupant shall reimburse Arena Parcel Occupant for all costs incurred by Arena Parcel Occupant for (i) 
the development and/or review of plans and specifications and (ii) construction of the Permanent Arena 
Facilities (including the Urban Room).  Substantial completion of the Permanent Arena Facilities 
(including the Urban Room) shall be subject to certification by Arena Parcel Occupant. 



F-6 

Security.  If requested by Arena Parcel Occupant, prior to commencing any work related to the 
Temporary Arena Facilities, Urban Room and/or Permanent Arena Facilities, B-1 Occupant shall deliver 
to the Arena Parcel Occupant a guaranty, letter of credit or other security reasonably satisfactory to the 
Arena Parcel Occupant guarantying B-1 Occupant’s obligations with respect to any such work. 

B-1 Core and Shell Easement 

B-1 Occupant is granted a permanent, exclusive easement to construct, operate and occupy 
Building B-1 within a portion of the northwest section of the Arena Block, and to use such area for the 
purposes of constructing and maintaining the core and shell of Building B-1 (the “B-1 Core Easement”).  
B-1 Occupant shall propose the area of such B-1 Core Easement by notice to the Arena Parcel Occupant, 
which area shall be designated upon Arena Parcel Occupant’s approval, exercisable in its sole discretion.  
B-1 Occupant shall be responsible for maintaining the area of the B-1 Core Easement.    

Urban Zone 

B-1 Access Easement.  B-1 Occupant is granted a permanent, non-exclusive easement, for its 
(and its Permitted Users) benefit, for ingress and egress from B-1 through the Urban Experience or when 
constructed, the Urban Room (collectively, the “Urban Zone”).  Arena Parcel Occupant shall have the 
right to temporarily restrict access to all or a portion of the Urban Zone for reasonable times, provided 
that B-1 Occupant and its Permitted Users are provided reasonable alternate access for ingress to and 
egress from Building B-1. 

Arena Parcel Occupant’s Rights and Obligations.  Arena Parcel Occupant shall have the exclusive 
right to use and occupy any portion of the Urban Zone as a box office or for other related uses 
appurtenant to its activities in the Arena (including, among other things, a café, restaurant and/or retail) as 
it sees fit, the exclusive right to license the naming of the Urban Zone and any portions thereof, the 
exclusive right to install and maintain signage in the Urban Zone and the right to retain all economic 
interests derived from the Urban Zone (which interests Arena Parcel Occupant may assign); provided any 
use by the Arena Parcel Occupant shall not adversely affect the rights of the B-1 Occupant expressly 
granted in the Declaration in more than a de minimis fashion.  Arena Parcel Occupant shall be responsible 
for the maintenance, cleaning, replacement and repair of the Urban Zone (except during the period that 
the B-1 Occupant is modifying the Urban Experience into the Urban Room), including the provision of 
necessary utilities and other services for the operation of the Urban Zone.  B-1 Occupant shall be 
obligated to pay to Arena Parcel Occupant, on a monthly basis, the incremental costs actually incurred by 
Arena Parcel Occupant for such maintenance, cleaning, replacement and repair costs and the expense of 
such utilities and other services necessary for its operation as a result of the modification of the Urban 
Experience into the Urban Room, as reasonably determined by the Arena Parcel Occupant.  B-1 Occupant 
shall be responsible for the expense of any maintenance or repair of the Urban Zone resulting from 
defects in any construction performed by or on behalf of B-1 Occupant.  

Subway Entrance Easement.  All rights to the Urban Zone granted in the Declaration shall be 
subject to the MTA’s rights under the Transit Improvement Agreement concerning the subway entrance 
and the Transit Improvement Easement.  MTA is granted a permanent, non-exclusive easement for and as 
a means of ingress to and egress from the entrance to the subway located on and beneath the Arena Parcel 
through the Urban Zone by passengers and prospective passengers, employees, contractors, agents and 
licensees of the MTA (the “Subway Entrance Easement”).  Arena Parcel Occupant shall be responsible 
for the maintenance, cleaning, security, replacement and repair of the subway entrance and the Subway 
Entrance Easement.   
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B-3 Parcel Parking Ramp Easement 

B-3 Occupant is granted a permanent, exclusive easement for its (and its Permitted Users) benefit 
to construct, and operate and maintain a ramp (including ingress/egress with respect thereto) and portions 
of a parking garage structure.  The exact location of such easement shall be subject to Arena Parcel 
Occupant’s reasonable approval.  B-3 Occupant and Arena Parcel Occupant shall enter into a written 
agreement for the allocation of parking spaces within any such parking garage. 

Support Easement 

Each Non-Arena Occupant is granted a permanent easement for vertical, lateral and subjacent 
support upheld and maintained by the Arena and the Arena Parcel for such Occupant’s Building, and such 
subjacent support shall also include support from any foundations constructed on the Arena Parcel.  Arena 
Parcel Occupant may excavate and carry out works of any nature and kind, provided that during any such 
work, sufficient support for the Non-Arena Occupant’s Buildings shall be provided and that excavations 
or works shall not be of a permanent nature without leaving alternate permanent means of support for 
such Buildings.  Arena Parcel Occupant shall install and maintain (or may, in its sole discretion, designate 
a requesting Occupant to install and/or maintain) in the Arena additional columns and other structures as 
requested by any Non-Arena Occupant as is reasonably necessary for the support of the Improvements on 
such Occupant’s Parcel, at such requesting Occupant’s sole cost and expense, provided that Arena Parcel 
Occupant shall not be obligated to install (or suffer the installation of) any such support structures that 
adversely affect the Improvements on the Arena Parcel in more than a de minimis manner.  Each 
Occupant shall have the right to annually inspect, at its sole expense with an inspector approved by the 
Arena Parcel Occupant in the exercise of its reasonable discretion, the support structures that such 
Occupant has previously requested be installed in the Arena. 

B-2 Easements 

B-2 Exhaust Stack.  Prior to the completion of construction of Building B-2, the B-2 Occupant 
shall, at its sole cost, prepare plans and specifications for and thereafter construct an exhaust stack on the 
exterior and the roof of Building B-2 for the use and benefit of the Arena Parcel Occupant, subject to the 
reasonable approval of the Arena Parcel Occupant.  The B-2 Occupant shall maintain and repair such 
exhaust stack.  Arena Parcel Occupant may, at its sole cost, connect pipes into such exhaust stack (such 
pipes to be thereafter deemed a Utility Line).    

Arena Egress Easement.  Arena Parcel Occupant is granted a permanent, non-exclusive easement 
for its benefit (and its Permitted Users) for ingress to and egress from the Arena Parcel through the B-2 
Parcel in a location to be designated by the Arena Parcel Occupant (the “Arena Egress Easement”), 
subject to the reasonable approval of B-2 Occupant (provided it shall be deemed unreasonable for the B-2 
Occupant to disapprove such location or dimensions of the Arena Egress Easement and the area thereof as 
may be required by any Legal Requirements).  B-2 Occupant shall at all times keep the area of the Arena 
Egress Easement free of any obstructions and interference.  B-2 Occupant shall have the right, at its 
option and sole cost, and upon the Arena Parcel Occupant’s reasonable approval, (i) to incorporate and 
enclose the area of the Arena Egress Easement into Building B-2, and (ii) to relocate the Arena Egress 
Easement to another location on or within the B-2 Parcel.   

Cantilever Easement; Light and Air Easement; Airspace Severance 

Cantilever Easement.  Each Non-Arena Occupant is granted a permanent easement to construct, 
operate and occupy a portion of its Building cantilevered over and above the Arena (or touching a portion 
of the Arena) and encroaching within the airspace of the Arena Parcel for its (and its Permitted Users) 
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benefit (the “Cantilever Easement”).  Prior to Substantial Completion of the Arena (as defined in the 
Arena Development Lease), the Cantilever Easement shall be subject to Arena Parcel Occupant’s prior 
consent, exercisable in Arena Parcel Occupant’s sole and absolute discretion. 

Light and Air Easement.  Each Non-Arena Occupant is granted a permanent, negative easement 
for light and air over and above the Arena (the “Light and Air Easement”).  Prior to Substantial 
Completion of the Arena (as defined in the Arena Development Lease), the Light and Air Easement shall 
be subject to Arena Parcel Occupant’s prior consent, exercisable in Arena Parcel Occupant’s sole and 
absolute discretion.  Upon Arena Parcel Occupant’s approval of a Light and Air Easement, such 
Benefiting Occupant shall have the right to locate and maintain windows and other openings in its 
Buildings facing the area of the Light and Air Easement, including windows required by Legal 
Requirements. 

Air Space Severance.  In lieu of or in addition to exercising its Cantilever Easement and/or Light 
and Air Easement, each Non-Arena Occupant may request ESDC and LDC to sever an airspace portion of 
the Arena Parcel (a “Severance Portion”), and ESDC shall convey the leasehold interest in such 
Severance Portion to such Non-Arena Occupant for use in connection with the construction, operation or 
maintenance of such Non-Arena Occupant’s Building.  Prior to Substantial Completion of the Arena (as 
defined in the Arena Development Lease), such request for a Severance Portion shall be subject to Arena 
Parcel Occupant’s prior consent, exercisable in Arena Parcel Occupant’s sole and absolute discretion.  In 
the event that the Arena Parcel Occupant and ESDC each approve a Severance Portion, then such 
Severance Portion shall automatically be severed and leased to the applicable Non-Arena Occupant to be 
included within the premises demised by the applicable Development Lease, and the Arena Development 
Lease and Arena Ground Lease shall terminate with respect to the Severance Portion as of the date that 
both the Arena Parcel Occupant and ESDC have approved the Severance Portion.  Simultaneously 
therewith, ESDC and the applicable Non-Arena Occupant shall enter into a Project Lease that shall 
include the Severance Portion within the premises demised thereby, and thereafter, the Severance Portion 
shall be deemed to be included within the Parcel of such Non-Arena Occupant.   

Any Cantilever Easement, Light and Air Easement or Severance Portion shall be constituted only 
by any area above the land or above or adjacent to the Improvements on the Arena Parcel or any portion 
thereof, and not on any portion of the Arena Parcel land or the Improvements thereon.  The location of 
such easement or Severance Portion shall be subject to the Arena Parcel Occupant’s (and, with respect to 
a Severance Portion only, ESDC’s) reasonable approval.  Each Non-Arena Parcel requesting to exercise 
its Cantilever Easement, Light and Air Easement or right to a Severance Portion must submit to the Arena 
Parcel Occupant the following: (i) a legal description of the proposed area of the applicable easement or 
Severance Portion; and (ii) a certified written report stating that the applicable easement Severance 
Portion will not (A) result in a reduction of the leasable or usable square footage of the Arena or other 
Improvements on the Arena Parcel or (B) adversely affect the construction, operation, maintenance and 
repair of the Arena or other Improvements on the Arena Parcel.     

Arena Stormwater Tanks 

Prior to the completion of the Arena, the Arena Parcel Occupant shall install, within the Arena 
Parcel, a system of water tanks for stormwater retention and detention purposes of sufficient capacity for 
both the Arena and Building B-1.  B-1 Occupant shall have the option, exercisable by written notice prior 
to commencing construction of Building B-1, to connect stormwater drainage lines into such stormwater 
tanks, which lines shall be deemed a Utility Line.  Any costs and expenses in connection with the exercise 
of such option shall be borne exclusively by the B-1 Occupant.  
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Mortgages 

Any mortgage placed upon an Occupant’s, ESDC’s or LDC’s interest in a parcel or any portion 
thereof (including a mortgage encumbering a condominium unit) shall be subject and subordinate to the 
Declaration.  No mortgagee shall have any rights under the Declaration until the applicable Occupant or 
mortgagee has notified the other Occupants of the name and address of such mortgagee.  Upon providing 
such notice, the applicable mortgagee (a “Mortgagee”) shall receive a copy of each notice of default, 
breach or other violation of the Declaration by the applicable mortgagor Occupant, and no such notice 
shall be effective unless and until such copy is delivered to any applicable Mortgagee.  Mortgagee shall 
have the right to cure any default, breach or other violation on behalf of the applicable mortgagor 
Occupant.  No Mortgagee shall become liable or deemed an assignee under the provisions of the 
Declaration unless and until such time as it becomes, and then, only for so long as it remains, an Occupant 
under the Declaration.   

Defaults 

If any Occupant defaults in the performance of an obligation under the Declaration, a non-
defaulting Occupant, after thirty days’ prior written notice to the defaulting Occupant and its Mortgagee, 
shall have the right to cure such default on behalf of the defaulting Occupant.  In such event, the 
defaulting Occupant shall promptly reimburse such non-defaulting Occupant for the cost of such 
performance, together with interest thereon.  In the event a Mortgagee of the defaulting Occupant notifies 
the non-defaulting Occupant that it intends cure the default within twenty days of receipt of the notice 
from the non-defaulting occupant, then such Mortgagee shall have an additional thirty days to cure such 
default (or if such default is not susceptible to cure within such thirty day period, such time as is 
reasonable to cure the default, provided that the Mortgagee promptly commences such cure and thereafter 
diligently prosecutes the cure to completion). 

Limitation on Liability and Monetary Obligations for ESDC and LDC 

If ESDC or LDC is ever an Occupant, in no event should ESDC or LDC be subject to any 
monetary obligations due to any other Occupant incurred under the Declaration or any other obligations 
as an Occupant incurred under the Declaration necessitating the expenditure of funds.  In no event shall 
ESDC or LDC have any liability to any Occupant arising from the failure of any other Occupant to 
perform its obligations under the Declaration. 

Insurance 

Prior to any Benefited Occupant (or its Permitted Users) making any entry upon a Burdened 
Parcel pursuant to any right or easement to perform Construction Work, and prior to any Occupant 
performing any other work above, below or immediately adjacent to another Parcel (which work requires 
the applicable Occupant’s consent), the Occupant performing the work shall obtain or cause to be 
obtained commercial general liability, workers compensation and other insurance in such form and 
amount as are consistent with good commercial insurance and building management practices then in 
effect naming ESDC, LDC, the City, NYCEDC, the applicable Mortgagee, Burdened Occupant or 
adjacent Occupant (as the case may be), and such other persons as the Burdened Occupant or adjacent 
Occupant (as the case may be) may reasonably specify and identify as additional insureds.  Each 
Occupant shall obtain commercial general liability insurance with respect to the sidewalks adjacent to 
such Occupant’s Parcel, naming ESDC, LDC and the other Occupants as additional insureds.   
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Indemnification 

Each Occupant (the “Indemnifying Occupant”) shall indemnify, defend and hold harmless the 
other Occupants, the State, ESDC, LDC, the City, NYCEDC and each of the other Occupant’s respective 
partners, shareholders, members, officers, directors, agents, attorneys, principals and mortgagees 
(collectively the “Indemnified Persons”) from and against any and all claims, losses, injuries or damages 
resulting from any death or injury to person or damage to property incurred by any Indemnified Person, 
arising out of or relating to any entry upon or work done by or on behalf of such Indemnifying Occupant 
on the Parcel in which the Indemnified Person has an interest or in connection with the exercise of any 
right or the performance of any obligation of the Indemnifying Occupant pursuant to the Declaration; 
provided that no Indemnified Person shall be entitled to any such indemnification if and to the extent that 
such claim, loss, injury or damage was caused by the gross negligence or willful misconduct of, or breach 
of the Declaration by, the applicable Indemnified Person. 

Transfers 

Each Occupant shall notify the other Occupants in writing of a transfer of such notifying 
Occupant’s Parcel or a portion of such Parcel (excluding any space lease, sublease, license or residential 
condominium unit transfer) within ten Business Days of such transfer.  Each Occupant shall have a free 
right of transfer with respect to its interests in its Parcel. 

Run with the Land 

The Declaration and all of the promises, agreements and covenants herein contained shall be 
deemed real covenants and shall run with each Parcel and be binding upon and, together with all rights 
under the Declaration, shall inure to the benefit of ESDC, LDC and the Occupants, their respective heirs, 
administrators, successors and assigns of each of the parties to the Declaration.   

 
Substation and Motor Generator Easement 
 

This Declaration shall be subject and subordinate to that certain Grant of Substation and Motor 
Generator Easement by and among the Metropolitan Transportation Authority, The Long Island Rail 
Road Company, ESDC and AYDC Interim Developer, LLC and dated as of the date hereof. 
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APPENDIX G 

SUMMARY OF THE ARENA LEASE AGREEMENT 

 
 The following is a brief summary of certain provisions of the Arena Lease Agreement (the �Arena 
Lease�).  This summary does not purport to be comprehensive or complete, and reference is made to the 
Arena Lease for full and complete statements of such and all provisions.  All capitalized terms used 
herein and not otherwise defined herein shall have the meanings assigned thereto in the Glossary of 
Terms attached hereto as Exhibit A and made a part hereof.  All capitalized terms used herein and not 
defined herein and not defined in Exhibit A hereto shall have the meanings assigned thereto in 
APPENDIX C � �CERTAIN DEFINITIONS.� 

The ESDC will lease the parcel on which Brooklyn Events Center, LLC (the �Tenant�) is to 
construct an arena (the �Arena,� such parcel, the �Arena Parcel,� and such Arena and Arena Parcel 
collectively, the �Premises� or the �Arena Project�) to the Brooklyn Arena Local Development 
Corporation (�Landlord� or �LDC�) pursuant to the Ground Lease, and Landlord will sublease the Arena 
Project to Tenant pursuant to the Arena Lease.   

Reference is made to the Arena Lease for complete details of the terms thereof.  The following is 
a summary of certain provisions of the Arena Lease and should not be considered a full statement thereof. 

Term 

The term of the Arena Lease will commence as of the date of the Arena Lease (the 
�Commencement Date�) and terminate upon the sooner to occur of (i) the later of (A) the 37th anniversary 
of the Arena Lease and (B) if such date occurs during the NBA Season, the ninetieth (90th) day following 
the end of the NBA Season during which such date occurs, (ii) on the one hundred twenty-first (121st) day 
following the date ESDC shall have received the amounts required to be paid to ESDC in accordance with 
Section 3.3.2 of the Non-Relocation Agreement and (iii) the earlier termination of the Arena Lease in 
accordance with the provisions thereof (the �Expiration Date�) (such term, the �Initial Term�). 

Tenant has the option to extend the Arena Lease for up to six (6) consecutive extended terms 
(�Extended Term(s)�), each having a term of ten (10) years, and thereafter one (1) immediately 
succeeding Extended Term of two (2) years, to commence upon the expiration of the Initial Term or 
immediately preceding Extended Term, as the case may be (subject to the foregoing paragraph).  Any 
Extended Term shall be on the same terms and conditions of the Arena Lease, except (i) there shall be no 
right to any Extended Term other than up to the seven (7) consecutive Extended Terms described in this 
paragraph.  An Extended Term option may be exercised by Tenant�s delivering written notice to Landlord 
of the exercise of one or more (consecutive) Extended Term options, on or before the date two (2) years 
prior to the date on which the then-current term would otherwise expire.  For so long as any of the PILOT 
Bonds remain outstanding, commencement of any Extended Term shall be contingent upon issuance prior 
to such commencement of an opinion of Nationally Recognized Bond Counsel selected by Landlord that 
extension of the Arena Lease for such Extended Term shall not cause the interest on the PILOT Bonds to 
be included in gross income for purposes of Federal income taxes.  The date on which the Arena Lease is 
scheduled to expire, whether at the end of the Initial Term or any exercised Extended Term shall be the 
�Scheduled Expiration Date.� 
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Rent and PILOT 

Tenant shall pay an annual minimum rent (�Base Rent�) during the Initial Term of ten dollars 
($10), payable from and after the date the Arena Project is substantially complete.  Under no 
circumstances shall the Base Rent be refundable to Tenant notwithstanding any later expiration or earlier 
termination of the Arena Lease.  The Base Rent during any Extended Term shall be equal to the �Fair 
Market Rental Value,� which amount shall mean the annual fair market rental value of the Arena Project 
as of the date of appraisal, to be conducted not more than one (1) year prior to the date Base Rent is to be 
adjusted.  The Fair Market Rental Value shall be mutually agreed between Landlord and Tenant or, in the 
event the parties cannot so agree, then as determined by an appraiser mutually agreed upon by each of 
Landlord�s and Tenant�s appraiser or as appointed by the New York State Supreme Court of Kings 
County.   

Additionally, Tenant shall pay PILOTs and all other amounts due under the Arena Lease (such 
amounts, excluding PILOTs, the �Additional Rent�).   

Commencing on the Commencement Date, Tenant shall make monthly payments to Landlord on 
account of the PILOTs in an amount equal to one-twelfth of the then current annual amount determined to 
be payable pursuant the PILOT Agreement, so that Landlord has sufficient funds to make each applicable 
PILOT payment on or before the due date therefor.  In the event that the Commencement Date shall be a 
day other than the first day of a calendar month, Tenant's first payment of PILOTs shall be prorated for 
the fractional month between the Commencement Date and the first day of the first full calendar month in 
the Term as provided in the Arena Lease.  In addition, on the Commencement Date Tenant shall pay an 
initial payment on account of PILOTs in an amount, if any, which when added to the ensuing monthly 
payments scheduled before the due date, will be sufficient to enable Landlord to pay the full PILOTs 
payment due on the next payment date pursuant to the PILOT Agreement.  Each installment of the 
PILOTs shall be due and payable on or before the first day of each calendar month, in advance, without 
prior demand, deduction or setoff, to the financial institution designated by Landlord in writing from time 
to time.  Until further direction by Landlord, Tenant shall make the monthly payments on account of the 
PILOTs by wire transfer Bank of New York Mellon, as paying agent for Landlord.  All fees, costs and 
expenses of any such financial institution shall be paid by Tenant as Additional Rent under the Arena 
Lease. 

Additional Rent shall include Rental Payments of (i) an initial amount of approximately $334.2 
million, (ii) any additional amount reasonably determined by PILOT Bond Trustee, and requested by 
Landlord, as necessary to ensure funds held by the PILOT Bond Trustee for Substantial Completion of 
the New Improvements to be funded by the Bonds remain adequate for such work, and (iii) any additional 
payments made by Tenant toward substantial completion of the New Improvements.  Landlord shall 
deposit all Rental Payments with the PILOT Bond Trustee. Once paid, any such Additional Rent shall be 
fully earned upon payment to Landlord, and under no circumstances shall such amounts be deemed to be 
pre-paid rent or otherwise refundable to Tenant notwithstanding any later expiration or earlier termination 
of the Arena Lease. 

Rental Allocations 

Subject to the terms of the Arena Lease, for purposes of Section 467 of the Internal Revenue 
Code of 1986, as amended, and the Treasury Regulations promulgated thereunder, the Rental Payments 
shall, for federal income tax purposes only, be allocated over the Initial Term in accordance with a rental 
schedule to be prepared by Tenant and submitted for review and approval by Landlord, which schedule 
shall constitute a specific allocation of such amounts for purposes of Section 467 of the Code.  Tenant�s 
proposed schedule shall be submitted to Landlord for approval (which approval shall not be unreasonably 



 G-3 

withheld, delayed or conditioned) no later than the end of the 23rd full month following the 
Commencement Date.  Landlord and Tenant agree to reasonably cooperate to modify the schedule 
referred to above if the amount of Rental Payments on which such schedule is based changes after the 
date such schedule is approved or there is any other modification to the Arena Lease after the date hereof 
for which it would be advisable in Tenant�s reasonable discretion to modify such schedule.  
Notwithstanding the foregoing allocation, all such Rental Payments shall for all purposes other than 
federal income tax purposes constitute a fee which is fully earned and payable and are non-refundable 
notwithstanding any later expiration or earlier termination of the Arena Lease.   

If Landlord files a tax return for federal income tax purposes, Landlord shall, for federal income 
tax purposes only, treat the Rental Payments in a manner consistent with the allocation set forth above; 
provided that Landlord shall have no liability to Tenant or any other Person in the event Landlord fails or 
otherwise elects to treat the Rental Payments in a manner that is or may be deemed to be inconsistent with 
such allocation.  Tenant agrees that any tax returns Landlord elects to file during the Term shall be 
prepared and filed at Tenant�s sole cost and expense; it being agreed that Landlord solely shall have the 
right to direct the preparation and filing of any such tax returns. 

In no way shall the term of the Arena Lease be or otherwise deemed to be (i) an endorsement by 
ESDC, Landlord, the State of New York, the City or any agency or instrumentality of any of them of the 
income tax positions taken in the Arena Lease, or (ii) binding upon the State of New York, the City, any 
other Governmental Authority or any agency or instrumentality of any of them in the exercise of its 
police, regulatory, taxing or other governmental powers.  Landlord shall have no liability to any Person, 
including Tenant, as a result of any position, whether inconsistent or otherwise, taken by any 
Governmental Authority with respect to the income tax positions taken in the Arena Lease. 

Landlord shall not be liable to Tenant for any claims relating to, and Tenant hereby agrees to 
indemnify and hold the Indemnitees harmless from any claims that may be asserted, assessed or which 
any of the Indemnitees otherwise becomes liable for as a result of these rental allocations. 

Overdue Amounts 

 If Tenant does not pay any amount due under the Arena Lease as of the applicable due date and 
time, then beginning, (a) on the date due, in the case of scheduled, recurring payments, or (b) twenty (20) 
Business Days after demand for payment by Landlord, for all other charges, interest shall accrue on such 
payment at the Interest Rate.   

Net Lease 

 The Arena Lease is a �triple net lease,� and Tenant shall be responsible for all costs, assessments, 
payments and charges associated with the Arena Project.  Landlord shall under no circumstances be 
expected or required to make any payment pursuant to the Arena Lease.   

Tenant�s Use of the Arena Project 

 Tenant shall have the right to use and occupy the Arena Project year round for Team Events, 
accessory uses, and all other lawful purposes.  Tenant warrants and represents it will, simultaneously with 
execution of the Arena Lease, enter into a license pursuant to which the Team may use and occupy the 
Arena (the �Nets License Agreement�) and covenants to construct or cause to be constructed the Arena in 
such a manner as to permit the National Basketball Association to grant all approvals and consents 
necessary to authorize the Team to use the Arena as the principal venue for Home Games during any 
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NBA Season.  Tenant shall not permit any illegal or lewd use of the Arena Project nor permit any use that 
would make any insurance then in force with respect thereto void or voidable.   

 Tenant shall have the exclusive right to (i) collect and retain Arena Revenues and to determine 
prices of admission, usage and license fees for any activities at the Arena Project, and (ii) use the Arena 
Project for all media coverage of events therein. 

 Tenant shall enforce the terms of Articles X (Exclusivity Covenant), XII (Indemnification) and 
XIII (Insurance and Subrogation) of the Nets License Agreement during the term of the Non-Relocation 
Agreement, and Landlord and ESDC shall be designated third-party beneficiaries of such Articles X, XII 
and XIII of the Nets License Agreement.  No amendment or modification of the Nets License Agreement 
during the term of the Non-Relocation Agreement shall waive, diminish or surrender the obligations of 
New Jersey Basketball, LLC (�LLC�) thereunder without Landlord�s prior written consent.   

 Tenant agrees that whether or not Tenant is (whether on the Commencement Date or on the 
relevant date of determination) an Affiliate of the LLC or the Team, Tenant shall not take, omit to take or 
acquiesce in the taking of any action, in each case, within the reasonable control of Tenant, which would 
result in a Relocation (as defined in the Non-Relocation Agreement) of the Team, prevent the Team from 
playing its Home Games at the Arena in accordance with the terms of the Non-Relocation Agreement, or 
otherwise result in a Casualty (as defined in the Non-Relocation Agreement) or event of Force Majeure 
(as defined in the Non-Relocation Agreement) giving rise to the right of the Team under the Non-
Relocation Agreement to play Home Games at a location other than the Arena.  Each of ESDC, the City, 
and NYCEDC shall be express third party beneficiaries of the Arena Lease. 

Tenant is obligated under the Design Requirements (as hereinafter defined) to provide a 
significant public amenity comprised of a large, glass-enclosed or outdoor public space providing access 
to the subway entrance on the Arena Parcel (the �Urban Room� or �Urban Experience,� depending on 
whether enclosed or outdoor) shall remain open to the general public from at least 7:00 a.m. through 
10:00 p.m., seven (7) days a week, and, subject to that certain permanent easement granted to the New 
York City Transit Authority for purposes of a subway entrance (the �Transit Improvement Easement�), 
the subway entrance to be constructed by Tenant shall remain open to the general public during such 
hours as required by the MTA, or, if no requirement is set by the MTA, then at least from 7:00 a.m. 
through 10:00 p.m., seven (7) days a week, each subject to temporary, reasonable and necessary closures 
for (i) repair and maintenance, (ii) crowd-control measures approved by any Governmental Authority, 
(iii) force majeure, (iv) temporary construction activities required or permitted by the Arena Lease or the 
Declaration, and (v) temporary closures for private events as permitted by the Design Requirements, as 
defined below.  Tenant shall make the Arena available to ESDC or its designee for use as a venue for 
civic, cultural, social or other events as requested by ESDC, not to exceed ten (10) events in any lease 
year, which access shall be on the same terms, including cost, as the Arena is generally made available to 
other Persons for use. 

 Landlord, the New York City Economic Development Corporation (�NYCEDC�) and their 
respective designees shall have the right to enter upon the Arena Project to ascertain the condition of the 
Arena Project and whether Tenant is performing its obligations under the Arena Lease, and Landlord shall 
(and shall use reasonable efforts to cause NYCEDC to) minimize interference with Tenant�s business 
operations. 
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Concessions 

 Tenant shall have the exclusive right and obligation to provide and operate, or cause to be 
provided or operated, concession facilities at the Arena Project to determine the prices of all items sold 
and to collect, retain and/or assign all revenues derived therefrom. 

Impositions 

 Tenant shall pay all taxes, fees, assessments and charges levied against the Arena Project of 
Tenant�s interest therein (the �Impositions�) that are due and any that would be due but for the vesting of 
title in the Premises and, when constructed, the Arena, the subway entrance, the Urban Experience, and 
any infrastructure related thereto (the �New Improvements�) in ESDC, taking into account any exemption 
to which Tenant is entitle as-of-right or pursuant to granting of a discretionary approval.  Such 
Impositions or installments thereof shall be paid not later than the date the same may be paid without 
interest or penalty, except (i) interest due in connection with any option to pay the same in installments, 
and (ii) during any tax contest proceeding so long as (a) no portion of the Arena Project could be in 
danger of forfeit nor Landlord or ESDC be in danger of penalty or criminal liability as a result of such 
proceeding, (b) no Event of Default, as defined below, shall have occurred and be continuing, (c) Tenant 
indemnifies Landlord and ESDC in writing from and against any and all claims arising therefrom, and (d) 
if the amount in question exceeds $150,000, Tenant has posted with Landlord security for such amount 
and any interest and additional charges and penalties that may be assessed in connection therewith.  
Tenant shall pay any amount finally determined to be due in such proceedings and shall be entitled to 
seek a refund of any overpayment made to any party, however Landlord shall not be liable for any refund 
of any overpayment made to it.  If Tenant fails to make such payment upon final determination, Landlord 
may pay the amount finally determined from the proceeds of any security posted with it in connection 
with the applicable tax contest proceeding.   

Tenant may additionally contest any legal requirement of any Governmental Authority and defer 
compliance therewith (except where (i) such deferral prolongs any condition imminently hazardous to 
human life or health, (ii) any portion of the Arena Project is in danger of being forfeited or lost, (iii) 
Landlord is in danger of being subject to criminal liability or penalty in excess of the amount for which 
Tenant has furnished security, or (iv) failure to comply is hazardous to property or would violate any 
insurance policy provision) only upon furnishing Landlord with security for such compliance and 
payment of all interest, penalties, fines, fees and expenses in connection therewith. 

 Simultaneously with execution of the Arena Lease, ESDC is furnishing a letter to Tenant, its 
construction manager and contractors pursuant to which the same may rely upon a sales tax exemption for 
tangible personal property to be incorporated into the Arena Project as part of initial construction or 
subsequent maintenance or repair, however Tenant shall not be entitled to an exemption from any sales 
tax due in connection with any portion of the Urban Room.  Tenant shall annually certify to Landlord the 
amount of sales tax savings realized during the prior year as a result of such letter.   

 Subject to the terms of the PILOT Agreement, Tenant shall have the right to challenge the 
valuation of the Arena Project for assessment of Taxes. 

Naming Rights and Advertising Signage 

 Tenant shall have the exclusive right to designate the name of the Arena and grant to one or more 
third parties the right to include such party�s name or logo in the Arena name and to display such name(s) 
or logo(s) displayed on the interior or exterior of the Arena Project (such rights, the �Naming Rights�) 
except that no such name or logo shall be  (i) obscene, (ii) unlawful, (iii) identified with a person or entity 
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prohibited due to the default of certain obligations with respect to certain Governmental Authorities, (iv) 
that of certain governments or entities controlled thereby and in violation of or specified under certain 
federal statutes (persons or entities included in (iii) and (iv) each being a �Prohibited Person�), (v) or 
antithetical to the character of the Arena as a symbol of the City and State of New York, including 
associated with tobacco products.  Landlord has approved the name �Barclays Center.� 

 Landlord has reviewed Tenant�s agreement with Barclays Services Corporation (�Barclays�) with 
respect to the Naming Rights and has delivered a recognition agreement with respect thereto.  Tenant may 
not amend or modify the same so as to impair or diminish the rights of Landlord or ESDC without prior 
written consent of Landlord.  

 Tenant shall have the exclusive right to display and permit others to display advertising signage 
throughout the interior of the Arena except that no such signage shall be obscene, unlawful, identified 
with a Prohibited Person or any entity antithetical to the character of the Arena as a symbol of the City 
and State of New York, including associated with tobacco products.  Advertising signage shall be 
permitted on the exterior of the arena in compliance with that certain Modified General Project Plan 
adopted by ESDC on July 18, 2006 and as modified on December 8, 2006 and June 23, 2009 (�MGPP�) 
and that certain Memorandum of Environmental Commitments for the Atlantic Yards Project (�MEC�) 
(the MGPP and MEC collectively the �Design Requirements�). 

 As between Landlord and Tenant, all intellectual property rights to the Arena, its name, image 
and elements shall belong to Tenant and, to the extent such rights belong to Landlord, Landlord assigns 
such rights to Tenant.  Notwithstanding the foregoing, Landlord, the City, ESDC, NYCEDC, the State of 
New York and any agency or instrumentality of any of the foregoing, shall, for the avoidance of doubt, 
not be prohibited from using the name and image of the Arena (the �Arena Marks�) to the extent 
permitted or otherwise not prohibited under applicable Legal Requirements, including uses that constitute 
fair use.  There shall be a rebuttably presumption that any use, broadcast, display, publication or other 
dissemination of the Arena Marks solely for non-commercial public informational purposes (including 
tourism and tourism related advertising and promotional activities) by Landlord, the City, ESDC, 
NYCEDC, the State of New York and any agency or instrumentality of any of the foregoing does not 
disparage the image of the Arena, the Team or any grantee of any Naming Rights. 

Tenant�s Construction Obligations 

Tenant shall (i) cause construction of the Arena in accordance with the MGPP to commence by 
the date that is one (1) year after the date ESDC delivers to an affiliate or affiliates of Tenant the parcel on 
which the Arena Project is to be constructed (the �Arena Parcel�) in a vacant and unoccupied condition 
(the �Delivery Date�), (ii) cause construction of the Urban Experience (unless the Urban Room is 
completed by the date of Arena opening to the public (the �Opening Date�)), the subway entrance 
required under the MGPP, and the infrastructure-related improvements to be made on the Arena Parcel 
(the �Project Infrastructure�), (iii) diligently prosecute such construction, (iv) cause the substantial 
completion of such construction in a good and workmanlike manner and under the supervision of an 
architect or engineer approved by Landlord (an �Architect� and �Approved Engineer,� respectively), 
substantially in accordance with approved plans, in compliance with the terms of the Arena Lease, all 
legal requirements and the Design Requirements by a date no later than six (6) years after the Delivery 
Date (the �Scheduled Completion Date�), subject to unavoidable delays.   

Prior to the Opening Date, the Urban Experience (or Urban Room, as applicable), the Subway 
Entrance (subject to Authority Delay, Railroad Emergency and MTA Force Majeure (as each are defined 
in the Transit Improvement Agreement); provided that if as a result of any Authority Delay, Railroad 
Emergency or MTA Force Majeure, Substantial Completion of the Subway Entrance has not occurred on 
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or prior to the opening of the Arena for the first event that is open to the general public, the Tenant shall, 
at Tenant�s sole cost and expense, cooperate with the Landlord in developing and implementing 
contingencies and plans acceptable to Landlord that allow employees, patrons and other Persons attending 
or otherwise participating in events at the Arena to safely access the Arena Project in a manner that also 
minimizes the impact of noise, congestion and inconvenience to the residents of the neighborhoods 
surrounding the Arena Project), the Carlton Avenue Bridge, and certain parking (the �Arena Parking�) 
required to be provided elsewhere on the Site of the Atlantic Yards development project (the �Project 
Site�) and serving the Arena must be available for general public use.   

All plans and specifications approved by Landlord for construction of the Arena Project (�Plans 
and Specifications�) shall comply with all legal requirements and with the Design Requirements, and 
Tenant shall reasonably cooperate with all Governmental Authorities with respect to security-related 
design issues. 

Landlord shall have the right to maintain a reasonable number of field personnel at the Arena 
Project to observe construction of the Arena Project, and Tenant shall give reasonable prior notice of its, 
its construction manager�s and contractors� job and safety meetings to designees of Landlord and ESDC, 
who may attend such meetings.  ESDC and Landlord shall use commercially reasonable efforts to 
minimize interference with Tenant�s operations.   

Promptly after the later of (i) delivery of the required completion guaranty (the �Completion 
Guaranty�); (ii) Tenant has paid the Rental Payments required to be paid in accordance with Section 3.3 
hereof; (iii) the proceeds of the Bonds are available for disbursement in connection with the performance 
of the Construction Work; and (iv) commencement of the excavation of the foundations for the Arena has 
occurred on the Premises, Tenant shall notify Landlord of the date of such commencement.  Landlord and 
Tenant shall thereupon execute an instrument confirming such Commencement of Construction date. 

Tenant shall keep Landlord fully informed of Tenant�s progress in the performance of the 
Construction Work.  Upon request of Landlord, Tenant shall promptly provide Landlord with (i) copies of 
all materials provided from time to time to the PILOT Bond Trustee, any mortgagee meeting certain 
qualification requirements holding a mortgage in accordance with the provisions of the Arena Lease that 
has been delivered to Landlord (a �Recognized Mortgagee�) or any qualified mezzanine lender (a 
�Mezzanine Lender�) if, as and when such materials are so provided, (ii) all construction documents, and 
Plans and Specifications reasonably specified by Landlord to assist Landlord in monitoring progress of all 
site preparation, alteration, construction, demolition, development, redevelopment, repair, or restoration 
work on the Arena Site (the �Construction Work�) by Tenant, and (iii) copies of all notices and reports 
furnished to Tenant or its affiliates under any agreement for construction management, general 
contracting, subcontracting or similar services for all aspects of any Construction Work or capital 
improvements to be completed on the Arena Site (the �Operative Agreements�). 

Tenant shall not commence any Construction Work unless and until Tenant shall have obtained 
and delivered to Landlord (i) copies of all governmental approvals (�Approvals�) for the Construction 
Work to be performed and (ii) valid certificates of insurance evidencing the existence of the insurance 
coverage required to be maintained pursuant to the Arena Lease. 

Landlord shall reasonably cooperate with Tenant, at Tenant�s sole cost and expense, in obtaining 
any Approvals required to perform the Construction Work, and shall, to the extent Landlord�s cooperation 
is required by any applicable legal requirements, sign any application (and endeavor to cause ESDC to 
sign any such application, if necessary) required to obtain such Approval so long as such application is in 
form and substance reasonably acceptable to Landlord (or ESDC, if applicable). 
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Tenant shall not commence any Construction Work unless and until Landlord shall have 
approved the applicable Plans and Specifications.  The foregoing notwithstanding, Tenant acknowledges 
the interest of the City in the design of the Urban Experience and agrees that with respect to the Urban 
Experience, Tenant will also comply with such review, consultation and approval procedures as shall be 
established by Landlord, ESDC and the City after consultation with the Tenant.  Tenant shall also deliver 
to Landlord all documents and instruments required to be delivered to Landlord pursuant to the Design 
Requirements. 

Tenant shall, at its sole cost and expense, perform and/or cause to be performed all Construction 
Work in accordance with good construction and engineering practices and shall comply in all respects 
with the terms of the Arena Lease, the Design Requirements, that certain memorandum of understanding 
pursuant to which ESDC projects will be reviewed by DOB for code compliance (the �DOB 
Agreement�), all applicable legal requirements and the following: 

(i) Maintain a reasonably clean, securely enclosed construction site with code-
required fencing; 

(ii) Store all construction materials and equipment within the construction site or 
other sites leased or lawfully occupied by Tenant or Tenant�s affiliates or other locations which 
are secured against theft and damage to the reasonable satisfaction of Landlord, such as, without 
limitation, bonded warehouses or suppliers� facilities; 

(iii) Keep the streets reasonably free from dirt and debris resulting from the 
construction, and take all reasonable action to limit airborne dirt and dust in accordance with 
customary construction standards for similar projects in the City of New York and applicable 
legal requirements; 

(iv) Except as permitted by any Approvals issued by the appropriate Governmental 
Authority that Tenant shall have obtained, prohibit construction equipment, trailers, trucks, 
automobiles, construction vehicles, delivery trucks, employee automobiles and other equipment 
and vehicles from standing or parking, except in compliance with any applicable legal 
requirements, on any streets; 

(v) Be responsible for the security of the Arena Project so as to avoid bodily injury 
and/or property damage, which obligation shall include the obligation to provide competent 
security for the construction site to the extent required by and in accordance with all legal 
requirements and the Design Requirements during all hours when construction operations are not 
in progress; 

(vi) Conduct or permit blasting only between the hours of 8 a.m. and 5 p.m., 
Mondays through Fridays, except holidays on which no blasting shall occur, or during times for 
which a special permit may be, and is, obtained from applicable Governmental Authorities and in 
strict compliance with applicable legal requirements with respect to the size of charges;  

(vii) To the extent any existing improvements have not been demolished, keep such 
existing improvements locked and secure and in safe condition; and 

(viii) Except as provided in the Arena Lease, satisfy all requirements of Section 5 of 
the New York State Lien Law. 
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Prior to substantial completion of all or any part of the New Improvements, Landlord shall have 
the right to use without any payment by Landlord therefor, solely for the purposes set forth in the following 
sentence, (A) any surveys of the Arena Project and record drawings (or their equivalent) showing the 
Construction Work, and (B) any Plans and Specifications with respect to such Construction Work subject 
to the rights of the architect or engineer who prepared the same, provided that each agreement with any 
architect or engineer pertaining to such Plans and Specifications shall give Landlord an irrevocable, fully 
paid, transferable license to use such Plans and Specifications.   

Promptly after substantial completion of all or any part of the New Improvements, Tenant shall 
furnish Landlord with (A) true copies of the temporary or permanent certificate(s) of occupancy for such 
New Improvements issued by the applicable Governmental Authority (and with respect to the Arena, shall 
notify NYCEDC of Tenant�s receipt of such certificate of occupancy), (B) a complete set of record 
drawings for such New Improvements, and (C) a survey of the Arena Project showing the New 
Improvements and all matters of record relating to the Arena Project, certified by the surveyor to ESDC 
and Landlord, and bearing the certification of such surveyor that the New Improvements are within the 
property lines of the Arena Parcel and do not encroach upon or violate any restriction of record except as 
permitted by any easement.  Landlord and ESDC shall have an unrestricted non-exclusive license to use 
such record drawings and surveys for any purpose related to the Arena Project without paying any 
additional compensation therefor, subject to the rights of the architect or engineer who prepared the same, 
provided that each agreement with any architect or engineer pertaining thereto shall give Landlord an 
irrevocable, fully paid, transferable license to use such record drawings and surveys.  Landlord shall have 
the right to use the items enumerated in clauses (B) and (C) above solely to facilitate the exercise of its 
rights under the Arena Lease. 

The entire furnishing, finishing and build-out of the Arena Project shall be made by Tenant (or by 
its subtenants or licensees), at its or their sole cost and expense. 

Except for any materials incorporated into any Project Infrastructure that have been or will be 
dedicated to the City or the MTA, all materials to be incorporated into the Arena Project at any time during 
the term of the Arena Lease shall be property of ESDC, and upon construction of the Arena Project or the 
incorporation of such materials therein, title thereto shall vest in ESDC; provided, however, that (a) neither 
ESDC nor Landlord shall be liable in any manner for payment or otherwise to any Contractor or other 
Person in connection with the purchase of any such materials, (b) neither ESDC nor Landlord shall have 
any obligation to pay any compensation to Tenant by reason of its acquisition of title to such materials, (c) 
neither ESDC nor Landlord shall have any obligation with respect to the storage or care of such materials, 
(d) all materials to be incorporated into the Arena Project shall, immediately upon purchase of same, be 
deemed to be leased to Tenant pursuant to the Arena Lease and (e) Tenant may construct and/or demolish 
New Improvements as expressly permitted under the Arena Lease.  Tenant shall execute, deliver and record 
or file all instruments necessary or appropriate to so vest in ESDC title to the foregoing materials and shall 
take all action necessary or appropriate to protect such title against claims of any third persons. 

Tenant shall furnish to Landlord, within thirty (30) days of demand, a list of any construction 
manager and all contractors performing any Construction Work at the Arena Project.  No construction 
manager or contractor may be a Prohibited Person.  The list shall state the name and address of each 
construction manager and contractor and in what capacity such Person is performing any Construction 
Work.  All Persons employed by Tenant with respect to the performance of Construction Work (and, with 
respect to all Persons employed by any construction manager or contractors with respect to the performance 
of Construction Work, Tenant shall make reasonable efforts to assure that all such Persons) shall be paid, 
without subsequent deduction or rebate unless expressly authorized by applicable legal requirements, not 
less than the minimum hourly rate required by any applicable legal requirements. 
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All Operative Agreements and all agreements, understandings, purchase orders or other similar 
instruments or undertakings entered into from and after the date hereof for the performance of any 
Construction Work (or the provision of any supplies, materials or components in connection therewith) 
shall include the following provisions: (i) an acknowledgement that materials incorporated into the Arena 
Project shall become the sole property of ESDC, and neither ESDC nor Landlord shall have any obligation 
to compensate any party therefor, (ii) an acknowledgement that neither ESDC nor Landlord shall have any 
obligation to compensate any party in connection with work performed at the Arena Project, (iii) a 
representation that the applicable party thereto is not a Prohibited Person, has received a copy of and 
understands and agrees to comply in all respects with the MEC as applicable to the work performed at the 
Arena Project, (iv) an acknowledgement that all covenants, representations, guarantees, and warranties and 
indemnities of the applicable party(ies) thereunder shall be deemed to be made for the benefit of ESDC and 
Landlord (without exclusion of Tenant), and shall be enforceable against such party(ies) by ESDC and 
Landlord (without exclusion of Tenant), and (v) an acknowledgement that neither ESDC nor Landlord is a 
party to such agreement, nor will ESDC or Landlord in any way be responsible to any party for any claims 
of any nature whatsoever arising or which may arise thereunder. 

Neither ESDC nor Landlord shall have any responsibility to Tenant, any contractor or any other 
Person who shall engage in or participate in any Construction Work or other activities at the Arena Project 
and shall not be liable for any labor or materials furnished or to be furnished to Tenant upon credit, and no 
mechanic�s or other lien for any such labor or materials shall attach to or affect the estate or interest of 
ESDC or Landlord in and to the Arena Project.  Whenever and as often as any such lien shall have been 
filed against the Arena Project, whether or not based upon any action or interest of Tenant, or if any 
conditional bill of sale shall have been filed for or affecting any materials, machinery or fixtures used in 
the construction, repair or operation thereof, or annexed thereto by Tenant, or whenever any lien shall exist 
upon the moneys of the State of New York, ESDC or Landlord, Tenant shall promptly take such action by 
bonding, deposit or payment as will remove or satisfy the lien or conditional bill of sale; provided, 
however, that in the event Tenant disputes such lien(s), Tenant shall have up to forty-five (45) days after 
written notice by any Person to Tenant that such lien(s) has or have been filed against the Arena Project to 
remove or otherwise satisfy such lien(s) or post a bond or other form of undertaking (in each case 
reasonably satisfactory to Landlord). 

Except as set forth in the Arena Lease, Tenant shall not demolish the Arena during the term 
thereof.  If the Arena is substantially destroyed as a result of a casualty and it is necessary in connection 
with a restoration to demolish all or any portion of the Arena, Tenant shall have the right to demolish the 
same.  The foregoing notwithstanding, the Arena may be demolished (following delivery of written notice 
thereof to Landlord) if (a) a replacement of the Arena is to be constructed, (b) construction or other 
financing or insurance proceeds have been obtained for such demolition and construction in amounts 
sufficient, together with demonstrably available equity of the Tenant, to complete such work, (c) Plans and 
Specifications for the replacement Arena have been approved or have been deemed approved by Landlord 
as provided in the Arena Lease, (d) all demolition activities are conducted in accordance with all applicable 
legal requirements and the Design Requirements and (e) ESDC and Landlord shall have received (i) copies 
of all Approvals required for such Construction Work and (ii) evidence of such insurance as ESDC or 
Landlord may then reasonably require. 

Within thirty (30) days after commencement of construction of the Arena, Tenant shall, at its sole 
cost and expense, furnish and install a project sign naming ESDC, Landlord, the City and their designees 
no less prominently than other Persons identified on such sign, the design and location of which shall be 
reasonably satisfactory to ESDC, Landlord, the City and Tenant, and such sign shall be maintained or 
caused to be maintained at the construction site by Tenant thereafter at all times during the performance of 
the Construction Work. 
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Tenant shall cause its construction manager, contractors and all other workers at the Arena 
Project to work harmoniously with each other, and with other Persons at the Project Site, and Tenant shall 
not engage in, permit or suffer, any conduct which may disrupt such harmonious relationship.  Tenant shall 
use reasonable efforts to cause its construction manager, contractor and all other workers at the 
construction site to minimize any interference with the use, occupancy and enjoyment of the Arena Parcel 
or the Project Site by any other occupants and visitors thereof. 

Tenant shall cause Forest City Enterprises, Inc., an Ohio corporation, or another Person 
reasonably satisfactory to Landlord and ESDC (�Guarantor�), to execute and deliver to Landlord and 
ESDC the Completion Guaranty. 

If Landlord becomes aware of a condition at the Arena Project or the construction site which 
Landlord reasonably believes is hazardous to human life or health or creates an imminent material threat to 
personal property, in each case based on specific information as to actual conditions of or at the Arena 
Project or the construction site (a �Hazardous Condition�), then Landlord shall have the right to deliver to 
Tenant a notice that Landlord desires Tenant and its construction manager, contractors and all other 
workers at the Arena Project, to stop work (a �Stop Work Notice�) due to Landlord�s determination that a 
Hazardous Condition exists, which Stop Work Notice shall describe the Hazardous Condition in sufficient 
detail  to permit Tenant promptly to investigate and respond to such Hazardous Condition (to the extent 
such information is known to Landlord).  A copy of the written Stop Work Notice shall be simultaneously 
delivered to the Tenant and to the applicable subject matter expert designated by the parties (the �Subject 
Matter Expert�). 

Upon the receipt of any Stop Work Notice, Tenant shall respond as follows: 

(i) If Tenant agrees that the Hazardous Condition exists (or fails to object to such 
Stop Work Notice), such Stop Work Notice shall be deemed a �Stop Work Order� and Tenant 
shall, and shall cause its construction manger, contractors and all other workers at the Arena 
Project to, (A) immediately cease all Construction Work to the extent identified in the Stop Work 
Notice, (B) promptly take all steps necessary to remedy the Hazardous Condition and (C) not 
conduct any Construction Work in violation of the Stop Work Order until the Hazardous 
Condition is remedied to the reasonable satisfaction of Landlord. 

(ii) If Tenant disputes Landlord�s determination that the Hazardous Condition exists, 
Tenant shall promptly contact the New York City Department of Buildings (�DOB�) and request 
that the DOB inspect the conditions at the Arena Project or construction site, as applicable, to 
determine whether the Hazardous Condition exists.  Tenant shall use reasonable efforts to arrange 
(A) for the DOB to perform its inspection within twenty-four (24) hours after Landlord issues the 
Stop Work Notice and (B) for the DOB inspection to occur when a representative of Landlord is 
present (Landlord agrees to use reasonable efforts to make such representative available at such 
time).  Tenant shall use reasonable efforts to cause the DOB to simultaneously issue its 
determination as to the existence of the Hazardous Condition (any such determination, a �DOB 
Determination�) in writing to both Landlord and Tenant, provided that (A) if DOB communicates 
the DOB Determination to Tenant orally or furnishes a writing to Tenant and not to Landlord, 
Tenant shall deliver to Landlord an Officer�s Certificate certifying to Landlord the DOB 
Determination and (B) without limiting the rights of Landlord below, if DOB inspects the 
conditions at the Arena Project or Construction Site, as applicable, then the failure of DOB to 
issue a DOB Determination shall be deemed a determination of the non-existence of the 
Hazardous Condition. 



 G-12 

(iii) In the event that the DOB Determination is not made within twenty-four (24) 
hours after the issuance of the Stop Work Notice and Tenant does not agree that the Hazardous 
Condition exists, then either Landlord or Tenant may immediately refer the matter to the 
applicable Subject Matter Expert.  Within twenty-four (24) hours of such referral, the Subject 
Matter Expert shall (A) inspect the Arena Project or construction site, as applicable, to determine 
whether the Hazardous Condition exists; (B) meet with representatives of Tenant and Landlord to 
discuss the Landlord�s assertion regarding the existence of the Hazardous Condition; and (C) 
render a decision in writing (such decision, an �Expert Determination,� and together with the 
DOB Determination, the �Stop Work Determination�) as to whether or not the Hazardous 
Condition exists. 

If a Stop Work Determination is made confirming the existence of the Hazardous Condition at the 
Arena Project, regardless of whether Tenant disputes the correctness of such Stop Work Determination, the 
Stop Work Notice previously issued by Landlord shall be deemed a Stop Work Order and shall become 
effective and all Construction Work specified in such Stop Work Order (or all Construction Work specified 
by the Stop Work Determination, if different from the Construction Work specified in the Stop Work 
Notice) shall cease.  In such event, Tenant shall, and Landlord may, immediately issue Stop Work Orders 
to all Persons performing such work on any affected part of the Arena Project. 

If a Stop Work Determination is made confirming that the Hazardous Condition does not exist at 
the Arena Project, then Landlord�s Stop Work Notice shall be deemed null and void. 

Any Stop Work Determination shall be conclusive and binding on Landlord and Tenant.  
Notwithstanding the foregoing, (A) if at any time after the issuance of an Expert Determination, a DOB 
Determination is issued, such DOB Determination shall govern, and (B) any dispute with respect to an 
Expert Determination shall be resolved by expedited arbitration in accordance with the provisions of the 
Arena Lease. 

At no time shall Landlord or ESDC have any liability to, or be subject to any claims by, Tenant or 
any Person claiming by or through Tenant as a result of Landlord�s exercise of, or failure to exercise, its 
right to issue a Stop Work Notice or Stop Work Order. 

Tenant is entitled, for the account of Landlord, to acquire, construct, renovate, equip with 
fixtures, install, furnish, improve, decorate, refurbish and provide other personalty for the Arena Project 
in accordance with the Plans and Specifications.  Provided no Event of Default, as defined below, shall 
have occurred and be continuing, any and all fixtures and furnishings removed from the Arena Project by 
Tenant in the course of any Construction Work or repair or maintenance may be sold or otherwise 
disposed of by Tenant and Tenant may retain for its own account, as a mitigation for the cost of such 
work, all proceeds of such disposition.  Tenant shall have the right to remove the seats from the Arena, 
provided that Tenant replaces the same with seats of at least similar quality and utility. 

Construction Agreements 

Each Operative Agreement shall provide that (i) Landlord and ESDC shall have reasonable 
access to the Arena Project at all times, (ii) Landlord and ESDC shall be entitled, upon request, to receive 
copies of all notices and reports furnished to Tenant or Tenant�s Affiliates under such Operative 
Agreement, (iii) Landlord shall have the authority to issue (and the parties to such Operative Agreements 
shall promptly comply with any) stop work orders directly to all parties to such Operative Agreements, 
and (iv) subject to the rights of Recognized Mortgagees and Mezzanine Lenders, such Operative 
Agreement shall be collaterally assignable to Landlord.  Tenant shall make available to Landlord a copy 
of all Operative Agreements and any amendments thereto. 
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Operation of the Premises 

Tenant shall be responsible for operating and maintaining the Arena Project as a first class 
professional sports venue and in a safe, clean and reputable manner and in good repair, and in compliance 
with the Arena Lease, with all legal requirements and insurance requirements and, when applicable, all 
NBA rules and regulations, which responsibility shall include the obligation to make all capital 
improvements necessary therefor.  Tenant shall be responsible for providing each of the following on a 
year-round basis throughout the term of the Arena Lease for the operation of the Arena Project, and shall 
be responsible for all costs thereof, except as noted below: 

(i) Tenant shall keep the Arena Project, sidewalks and public walkways clean and 
free from dirt, rubbish, snow, ice, and all other debris.   

(ii) Tenant shall collect and dispose of all waste from all areas of the Arena Project 
in a prompt and sanitary manner and otherwise in compliance with all legal requirements.   

(iii) Tenant shall be responsible for all utilities for the Arena Project. 

(iv) Tenant shall be required to maintain the property and liability insurance 
described in the Arena Lease on a year-round basis. 

(v) Tenant shall use commercially reasonable efforts to keep the Arena Project free 
of graffiti and repair any other vandalism. 

Tenant shall promptly comply with all insurance requirements, the Design Requirements, the 
DOB Agreement and, subject to Tenant�s right to contest any legal requirement under the Arena Lease, 
all legal requirements.  No actual or deemed approval of or plans or actions of Tenant by ESDC, Landlord 
or their respective designee(s) shall be construed as being a determination that such are in compliance 
with legal requirements, insurance requirements or the Design Requirements, or, in the case of Plans and 
Specifications, are structurally sufficient; provided that respect to compliance with the Design 
Requirements only, if (i) Tenant requests, according to agreed-upon procedures, that Landlord confirm 
that the Plans and Specifications comply with the Design Requirements, and (ii) the Plans submitted to 
Landlord clearly and conspicuously identify all deviations from the Design Requirements, then the 
Landlord shall be deemed to have consented to those deviations from the Design Requirements so 
identified. 

Tenant shall timely perform all of its obligations under the Declaration and the Arena Parking 
Declaration. 

Tenant may enter into, terminate, or modify any instruments with any Person (including affiliates 
of Tenant) with respect to the management or operation of or provision of services to the Arena Parcel; 
provided that in all cases, such instruments (a) shall be subordinate to the Arena Lease, (b) shall have a 
term no longer than one (1) day less than the time remaining in the then-current term of the Arena Lease, 
(c) shall not impose any obligation or liability on Landlord for the payment of any sum to such Person, 
(d) subject to the rights of any Recognized Mortgage(s) and Mezzanine Lenders, may be terminable by 
Landlord upon no more than thirty (30) days prior written notice and without the payment by Landlord of 
any sums in the event an Event of Default, as defined below, shall occur and be continuing under the 
Arena Lease, and (e) shall provide that Landlord and its designees (including the City and NYCEDC) are 
indemnified and held harmless from any claims that may arise in connection with such instrument or the 
management or operation of the Arena Parcel thereunder.   
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In addition to its other obligations under the Arena Lease, Tenant shall also be responsible for 
providing and/or performing (or causing to be provided and/or performed) each of the following: 

(i)  The operation of any and all concession facilities; 

(ii) The operation of any and all ticket offices and booths at the Arena; 

(iii) The provision of first aid facilities and medical personnel reasonably necessary 
for each event; 

(iv) The provision of security services and personnel reasonably necessary to ensure 
the safety and security of the Arena Project and all participants and spectators at each and every 
event generally during the term of the Arena Lease.  Tenant shall fully cooperate with all 
Governmental Authorities, including the New York City Police Department, in connection with 
security, crowd control and traffic measures, but, except to the extent responsibility has been 
assumed by a Governmental Authority, shall be responsible for all security inside the Arena.   

(v) The provision of all other event personnel reasonably necessary to conduct each 
event in a safe, clean and responsible manner. 

ESDC shall have the right to make comments and suggestions about any operational aspects of 
the Arena presenting any reasonably avoidable threat to health or safety or reasonable abatement of any 
nuisance, and with respect to any such issues which are identified by ESDC and of which Tenant is 
notified, Tenant shall in good faith respond to and, if appropriate, address such conditions.   

Tenant shall be solely responsible for all costs incurred in connection with the operation of the 
Arena Project, subject to the following:  

During the Initial Term, and subject to certain pre-conditions, Tenant shall pay, as agent of 
Landlord, certain utility, building systems, insurance and Capital Improvements costs (the �Landlord 
O&M Costs�) that Landlord receives from ESDC from the O&M Fund (or be reimbursed therefrom), 
with Tenant responsible for any cost exceeding the amount of such costs actually received by Landlord 
from ESDC with no recourse to any other funds of Landlord.  

Maintenance and Repair 

Except as otherwise set forth in the Arena Lease: 

(a) Tenant shall be solely responsible for the maintenance and repair of the Arena Project.  
After substantial completion of the Arena, Tenant shall perform all maintenance and repair that is 
reasonably necessary to cause the Arena Project to be a first-class, high quality professional sports facility 
and in compliance with all legal requirements, insurance requirements and, as applicable, that certain 
license agreement between Tenant and LLC, the DOB Agreement and NBA rules and regulations, and to 
keep and maintain the Arena Project in clean condition and good working order. 

(b) Tenant shall be responsible for all costs and expenses incurred in connection with the 
maintenance and repair obligations under the Arena Lease. 

(c) Tenant shall promptly repair, to Landlord�s reasonable satisfaction, any damage to the 
Arena caused by removal of any personal property. 
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(d) Tenant shall purchase or lease all equipment deemed necessary by Tenant for 
maintenance and repair of the Arena Project. 

(e) Tenant shall not clean or require, permit, suffer or allow any window in the New 
Improvements to be cleaned from the outside in violation of Section 202 of the Labor Law or any other 
legal requirements or insurance requirements. 

All repairs, restorations and replacements shall be at least equivalent in standard and quality to 
the standard and quality of the original work or property replaced.  All repairs, restorations and 
replacements shall be sufficient for the proper maintenance and operation of the Arena Project and shall 
be made in compliance with the Design Requirements and all applicable legal requirements and insurance 
requirements. 

Tenant covenants that throughout the term of the Arena Lease, except as otherwise required in 
connection with the Construction Work and to the extent permitted by legal requirements and Approvals, 
the Arena Project shall, at all times, have adequate means of ingress and egress to and from the public 
streets and the sidewalks used in connection therewith. 

Neither Landlord nor ESDC shall be responsible for any maintenance or repair of the Arena 
Project or any structures, areas, utilities, building systems, equipment, or fixtures existing thereat at any 
time during the term of the Arena Lease, and shall not be required to furnish any services, utilities or 
facilities whatsoever to the Arena Project. 

Tenant will not permit any waste to or upon the Arena Project or any part thereof. 

Environmental Remediation 

If Tenant acquires any actual knowledge or notice of an actual discharge of any toxic substance or 
hazardous waste, pollutant or contaminant under any legal requirement relating to environmental 
protection (a �Release�), or substantial likelihood thereof (a �Threatened Release�), or any environmental 
condition affecting the Arena Project (or other property, if such condition results from any past, present or 
future occupancy of the Arena Project and for which remediation is required under applicable law) 
(�Environmental Condition�) or notice with regard to air emissions, water discharges, noise emissions or 
threatened violations of any environmental law or other environmental, health or safety matter arising 
from or related to contaminants affecting the Arena Project (an �Environmental Complaint�), whether 
independently or from any Person (including any Governmental Authority), then Tenant shall give written 
notice of the same to Landlord detailing all relevant facts and circumstances promptly after Tenant has 
notice of the same.  Tenant shall send to Landlord a copy of any related correspondence, notice or other 
communication received by Tenant from any Governmental Authority within five (5) business days after 
Tenant�s receipt thereof and shall simultaneously send to Landlord any related correspondence, notice or 
other communications that Tenant sends to such Governmental Authority, including, without limitation, 
progress reports and sampling data to the extent the same exist and as reasonably requested by Landlord. 

Tenant indemnifies and holds harmless the State of New York, ESDC, Landlord, NYCEDC, the 
City and certain related parties (the �Indemnitees�) from and against any and all expenses, fines and 
liabilities arising out of an Environmental Condition, contaminants on or from the Arena Parcel, any 
Release or Threatened Release or violation of any environmental law regardless of the timing thereof 
(�Environmental Damages�).  This obligation shall include the expense of defending all claims (with 
counsel reasonably satisfactory to Landlord or, if applicable, Indemnitees) even if such claims, suits or 
proceedings are false, and conducting all negotiations, and paying and discharging, when and as the same 
become due, all judgments, penalties or other sums due from the Indemnitees.  Without limiting the 
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foregoing, Tenant shall promptly take all actions, at its sole cost and expense, to the extent necessary to 
comply with environmental laws applicable to the Arena Project and return the Arena Project to a 
condition that is in compliance with applicable legal requirements.  Upon having actual knowledge 
thereof, an Indemnitee shall promptly notify Landlord and Tenant of any cost, liability or expense 
incurred by, asserted against or imposed on such Indemnitee, as to which cost, liability or expense Tenant 
has agreed to indemnify.   

Nothing contained in the Arena Lease shall (A) preclude Tenant from (1) asserting or prosecuting 
any claim it may have for Environmental Damages against any Person, including prior owners or 
occupants of the Arena Project, but in all events excluding Landlord, ESDC, NYCEDC and the City or 
(2) seeking funds from City, State or Federal environmental programs or (B) be deemed to be a waiver by 
Tenant of any claim described in clause (A), provided that Tenant waives any such claim against 
Landlord, ESDC, NYCEDC and the City.  Neither Landlord nor ESDC shall be required to join in any 
actions or proceedings brought by Tenant against a third party in connection with any Environmental 
Condition unless the provisions of any legal requirement then in effect shall require that such actions or 
proceedings be brought by or in the name of Landlord or ESDC, in which event, Landlord or ESDC shall 
join and cooperate in such actions or proceedings or permit the same to be brought in its name; provided, 
however, that neither Landlord nor ESDC shall be liable for the payment of any costs, expenses, 
judgments or findings in connection with any such actions or proceedings and Tenant shall pay Landlord 
and ESDC, on demand, for all reasonable costs and expenses that Landlord or ESDC may sustain or incur 
in connection with any such actions or proceedings.  Subject to the foregoing, any recovery of 
Environmental Damages from any Person, including prior owners or occupants of the Arena Parcel 
(except to the extent such Environmental Damages are attributable to harm suffered by Landlord (in any 
capacity) unless reimbursed by Tenant or by insurance), but in all events excluding Landlord, shall be the 
sole property of Tenant.   

With respect to the clean up of any Environmental Condition (the �Remediation Work�), Tenant 
shall (i) make available to Landlord and ESDC copies of all agreements with all Persons or any 
Governmental Authority, and manifests or other information, evidencing the completion of any 
Remediation Work and (ii) comply in all respects with the MEC and applicable legal requirements. 

Any dispute concerning Tenant�s compliance with the terms of the MEC shall be resolved by 
expedited arbitration. 

Capital Improvements by Tenant 

If, after substantial completion of the Arena Project, Tenant performs any capital improvements 
involving the expenditure of $1,000,000 or more (adjusted for inflation), Tenant shall submit each of the 
following to Landlord: 

(i) Plans and Specifications and schematic drawings therefor; 

(ii) A schedule for the construction of such capital improvements; 

(iii) Assurance of available funding to complete the proposed capital improvements; and 

(iv) Any other information related to such construction that Landlord may reasonably request. 

Each proposed capital improvement involving the expenditure of $1,000,000 or more (adjusted 
for inflation) shall be subject to the review and approval of Landlord, provided that no such approval shall 
be required if the capital improvement is (i) a replacement, without material change, of any feature 
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incorporated in the initial construction of the Arena Project or otherwise previously approved or deemed 
approved by Landlord, or (ii) is required by the NBA rules and regulations and does not otherwise violate 
the Design Requirements, the DOB Agreement, applicable legal requirements and insurance 
requirements. 

All capital improvements shall comply with the Design Requirements, DOB Agreement and all 
applicable legal requirements and insurance requirements, and the proposed materials, workmanship 
and/or performance standards, as applicable, of the proposed capital improvement shall be of comparable 
quality and utility to that being replaced or renovated, or shall be generally consistent with the quality of 
the Arena as a first class, high quality professional sports venue.  In no event shall any capital 
improvement be made which may result in a violation of any NBA rules and regulations. 

From the date the Arena Project is substantially complete until the PILOT Bonds have been 
indefeasibly paid in full, Tenant agrees not to incur any capital expenditures relating to the Arena Project 
unless (i) Tenant certifies to Landlord, in a form acceptable to Nationally Recognized Bond Counsel, that 
(A) the expected useful life of the improvement to which such capital expenditures relate does not extend 
beyond the Scheduled Expiration Date or (B) the amount of the improvement to which such capital 
expenditures relate for a given Lease Year, when added to the amounts of all other improvements made 
during such Lease Year, does not exceed the amount deposited into the reserves for such Lease Year 
pursuant to the PILOT Assignment, (ii) the capital expenditures are financed with bonds issued by 
Landlord, the interest on which is not excludable from gross income for Federal income tax purposes, or 
(iii) there has been issued an opinion of Nationally Recognized Bond Counsel selected by Landlord that 
such capital expenditure shall not cause the interest on the PILOT Bonds to be includable in gross income 
for Federal income taxes.  Tenant shall furnish or cause to be furnished to Landlord such information as 
Landlord shall request in order for Nationally Recognized Bond Counsel to issue such opinion or inform 
Tenant of the reasons for which such opinion cannot be issued within twenty (20) business days of such 
request. 

The work associated with any capital improvements shall be performed and completed, at 
Tenant�s sole cost and expense (except with respect to Landlord O&M Costs), in a good and workmanlike 
manner and in accordance with the Design Requirements, DOB Agreement and all applicable legal 
requirements and insurance requirements. 

The work associated with any capital improvements shall be carried out under the supervision of 
an Architect or Approved Engineer. 

Tenant shall not commence the work associated with any capital improvements unless and until 
(i) Tenant shall have obtained and delivered to Landlord copies of all applicable Approvals, and (ii) 
Tenant shall have delivered to Landlord valid certificates of insurance evidencing the existence of the 
required insurance. 

Landlord and ESDC shall have the right to observe the construction means, methods, procedures 
and techniques of the performance of capital improvements, for the purpose of ensuring that the same is 
being performed substantially in accordance with the Plans and Specifications, the Design Requirements, 
insurance requirements and all legal requirements, and Landlord and ESDC shall be entitled to have their 
respective field personnel or other designees receive reasonable prior notice of and attend Tenant�s and its 
construction manager and contractor�s job and/or safety meetings, if any.  No such observation or 
attendance by Landlord�s or ESDC�s personnel or designees shall impose upon Landlord or ESDC 
responsibility for any failure by Tenant to observe any Design Requirements, insurance requirements, 
legal requirements or safety practices in connection with such construction or constitute an acceptance of 
any work which does not comply in all respects with approved Plans and Specifications, Design 
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Requirements, insurance requirements, legal requirements or other provisions of the Arena Lease.  While 
on the Arena Parcel, ESDC and Landlord shall use commercially reasonable efforts to minimize 
interference with Tenant�s operations. 

Tenant shall keep Landlord fully informed of Tenant�s progress in the performance of each 
capital improvement.  Upon request of Landlord, Tenant shall promptly provide Landlord with (i) copies 
of all materials provided from time to time to the PILOT Bond Trustee, any Recognized Mortgagee or 
any Mezzanine Lender if, as and when such materials are so provided, (ii) all construction documents, 
Plans and Specifications reasonably specified by Landlord to assist Landlord in monitoring progress of 
the work associated with such capital improvements, and (iii)  copies of all notices and reports furnished 
to Tenant or its affiliates by any contactor performing work associated with such capital improvements. 

When performing any capital improvements, Tenant shall comply with (i) the applicable terms 
and provisions of the Arena Lease and (ii) except as provided in the Arena Lease, all requirements of 
Section 5 of the New York State Lien Law (or any successor thereto). 

Title to each capital improvement shall be vested in ESDC. 

Neither Landlord nor ESDC shall bear any development or construction risks associated with any 
capital improvement.  Neither Landlord nor ESDC shall bear the expense of the design or construction of 
any capital improvement.  Neither ESDC nor Landlord shall be liable for any labor or materials furnished 
or to be furnished to Tenant upon credit, and that no mechanic�s or other lien for any such labor or 
materials shall attach to or affect the estate or interest of ESDC or Landlord in and to the Arena Project.  
Whenever and as often as any such lien shall have been filed against the Arena Project, whether or not 
based upon any action or interest of Tenant, or if any conditional bill of sale shall have been filed for or 
affecting any materials, machinery or fixtures used in the construction, repair or operation thereof, or 
annexed thereto by Tenant, or whenever any lien shall exist upon the moneys of the State of New York, 
ESDC or Landlord or otherwise, Tenant shall promptly take such action by bonding, deposit or payment 
as will remove or satisfy the lien or conditional bill of sale; provided, however, that in the event Tenant 
disputes such lien(s), Tenant shall have up to forty-five (45) days after written notice has been given by 
any Person to Tenant that such lien(s) has or have been filed against the Arena Project to remove bond or 
otherwise satisfy such lien(s). 

Neither Landlord nor ESDC shall have any obligation whatsoever to make any capital 
improvements, capital repairs, replacements or any other improvements to the Arena Project.  All capital 
improvements shall be undertaken by or on behalf of Tenant. 

Insurance  

The Arena Lease sets forth certain required insurance to be carried in connection with the Arena 
Project and Arena Parcel, including limits, which may from time to time be reviewed and adjusted to 
reflect amounts then commonly carried in similar circumstances.  Additionally, the Workers 
Compensation, Disability, Employer�s Liability and/or Commercial General Liability coverage required 
below may be provided through a Contractor Controlled Insurance Program or an Owner Controlled 
Insurance Program. 

Builder�s Risk. 

At all times commencing on or immediately after excavation for the Arena foundation is 
complete and through the Substantial Completion Date, and during the period of any construction, 
renovation, improvement and reconstruction activity by Tenant on the Arena Project, Tenant shall provide 
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a builder�s risk insurance policy covering the Arena Project with �extended coverage� (including 
earthquake, flood, riot, windstorm, civil commotion, certified and non-certified terrorism, sabotage, 
collapse, sinkhole and subsidence) including hard and soft costs of construction including project delay 
resulting from an insured peril and providing (i) coverage for the Project Site, including removal of 
debris, insuring the buildings, structures, machinery, equipment, facilities, fixtures and other properties 
constituting a part of the Arena Project in a minimum aggregate amount not less than the Full 
Replacement Value, as defined below, (or other amount acceptable to Landlord) and in any case subject 
to a construction term aggregate limit of $100,000,000 for flood coverage and for earthquake coverage, 
and a construction term aggregate limit of not less than $100,000,000 for terrorism coverage, but in no 
event an amount less than the limit necessary to satisfy any requirements of other Project Documents, and 
subject to commercially reasonable availability; (ii) coverage for goods in off-site storage of not less than 
$5,000,000; (iii) coverage for materials in transit of not less than $5,000,000; (iv) delay in opening 
coverage for interest during construction, debt service and continuing expenses in an amount not less than 
a 12 month indemnification period limit. The builder�s risk policy shall remain in effect until replaced by 
property insurance coverage and boiler and machinery coverage as specified below.  

�Full Replacement Value� shall be deemed to be an amount equal to the full cost of replacing all 
New Improvements, including without limitation, development fees, but exclusive of the cost of 
foundations and excavation, to the extent that such costs are covered under the builder�s risk insurance 
policy described above.   

Construction Period � Other Coverage. 

Tenant shall maintain during the construction period customary Commercial General Liability 
Insurance insuring any construction manager and all contractors, Statutory Workers� Compensation 
Insurance in statutory amounts, and Employer�s Liability Insurance in the amount of $1,000,000 per 
accident or disease and $1,000,000 aggregate by disease, covering Tenant with respect to all Persons 
employed by Tenant and all of Tenant�s contractors in connection with the Arena Project. Such policies 
shall have commercially reasonable deductibles or self insured retentions which are, in each case, 
reasonably acceptable to Landlord and the limits enumerated may be satisfied by primary and excess 
policies. 

Property. 

From and after substantial completion of the Arena, property insurance coverage in the amount 
not less than the Full Replacement Value covering the New Improvements, the trade fixtures equipment 
and any other personalty at the Arena Project, including a full replacement cost endorsement (provided, 
however, that earthquake and flood coverage may be subject to an annual aggregate limit of not less than 
$100,000,000), certified and non-certified terrorism (subject to commercially reasonable availability), 
sabotage, collapse, sinkhole, subsidence and such other perils as Landlord, may from time to time require 
be insured, with a sub-limit of not less than $500,000 for on-site clean-up required as a result of the 
occurrence of an insured risk; (ii) off-site coverage with a per occurrence limit of $1,500,000 or such 
higher amount as is sufficient to cover off-site equipment; (iii) transit coverage (including ocean cargo 
where ocean transit will be required) with a per occurrence limit of not less than $1,500,000; and (iv) 
boiler and machinery coverage on a �comprehensive� basis including breakdown and repair with a limit 
of not less than $100,000,000. Property insurance coverage shall not contain an exclusion for freezing, 
mechanical breakdown or resultant damage caused by faulty workmanship, design or materials or for any 
other reason. Tenant shall also maintain or cause to be maintained with respect to the Arena Project, from 
and after the substantial completion of the Arena, business interruption insurance on an �all risk� basis as 
set forth in (i) through (iv) above, in an amount equal to satisfy policy coinsurance conditions, but not less 
than the sum of Base Rent, Additional Rent and PILOTs. Tenant shall also maintain or cause to be 
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maintained, expediting or extra expense coverage in an amount not less than $25,000,000. Tenant shall 
also maintain or cause to be maintained with respect to the Arena Project contingent business interruption 
insurance, including contingent business interruption from building ordinances, in an amount not less than 
$50,000,000. The policy/policies shall include increased cost of construction coverage, debris removal, 
and building ordinance and law coverage to pay for loss of �undamaged� property which may be required 
to be replaced due to enforcement of local, state, or federal ordinances subject to a sub-limit of 
$25,000,000. All such policies may have deductibles of not greater than $500,000 per loss with the 
exception of flood as a result of a named storm, but which may have a deductible equal to not less than 
five percent (5%) of total insurable value; business interruption coverage shall have a waiting period of 
not greater than 30 days. The property insurance policy shall name Landlord as an additional insured and 
loss payee.   

Commercial General Liability. 

From and after the Substantial Completion Date, Tenant shall maintain Commercial General 
Liability Insurance coverage protecting against liability for personal injury, bodily injury and death, and 
property damage, written on an occurrence basis. The coverage shall be provided through the following 
policies: a primary coverage policy with combined single limits of not less than $1,000,000 per 
occurrence and a $2,000,000 annual aggregate limit (other than Products Completed Operations), 
$2,000,000 Products Completed Operations aggregate, $1,000,000 Personal and Advertising Injury limit, 
$1,000,000 Damage to Premises Rented to Insured, and an umbrella policy containing $100,000,000 of 
excess coverage above the primary general liability coverage.  

All liability policies shall name Landlord, ESDC, the City and NYCEDC as additional insureds 
on a primary and noncontributory basis and such policies shall have commercially reasonable deductibles 
or self insured retentions which are, in each case, reasonably acceptable to Landlord..  

Business Automobile Liability. 

Tenant shall maintain Business Automobile Liability Insurance written on an occurrence basis, 
containing appropriate no-fault insurance provisions, and with limits of at least $2,000,000, covering 
injury, death and property damage. Landlord, ESDC, the City and NYCEDC shall each be a joint loss 
payee under such policy. 

Workers Compensation and Disability. 

From and after the Substantial Completion Date, Tenant shall maintain, and during any period of 
construction being performed by or on behalf of Tenant at the Arena Project shall cause its construction 
manager, contractors and any other Persons engaged by or on behalf of Tenant to perform work at the 
Arena Project to maintain, Statutory Workers� Compensation Insurance and New York State Disability 
Benefits Insurance in statutorily required amounts, and Employer�s Liability Insurance and USL&H Act 
coverage and Jones Act coverage if deemed necessary by Tenant, with limits of not less than $1,000,000 
per accident or disease and $1,000,000 aggregate by disease. 

Other Insurance. 

Tenant shall additionally maintain Boiler and Machinery Insurance (in an amount not less than 
$100,000,000), Umbrella/Excess Liability Insurance (in an amount not less than $100,000,000 per 
occurrence and in the aggregate as set forth under �Commercial General Liability� above), Terrorism 
Insurance, Flood Insurance (in an amount not less than the maximum coverage for the Arena Project 
available under the federal flood insurance plan), and Railroad Protective Liability insurance (with limits 
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of liability of $2,000,000 per accident and $6,000,000 in the aggregate). Such policies shall have 
commercially reasonable deductibles or self insured retentions which are, in each case, reasonably 
acceptable to Landlord. 

Subleases and concession agreements shall require the subtenant or concessionaire thereunder to 
carry a comprehensive general liability policy with limits reasonably prudent in the context of the 
subtenant�s or concessionaire�s contemplated use of the Arena Project.  

Professional service providers who do not perform actual construction work shall carry 
Professional Liability Insurance (with limits of liability of not less than $2,000,000 per claim). 

Environmental Liability. 

Tenant shall maintain Pollution Legal Liability Insurance, with limits of liability of not less than 
$5,000,000 per occurrence and in the aggregate. 

Damage, Destruction and Restoration 

If all or any part of the New Improvements shall be destroyed or damaged (a �Casualty�), Tenant 
shall secure and make safe the remainder of the Arena Project, notify Landlord of any such Casualty for 
which repair or restoration thereof (�Restoration�) is estimated to cost more than $1,000,000, and, as soon 
as practicable after adjustment of any insurance claim(s) arising from such Casualty, replace or rebuild 
(�Restore�) the impacted portion of the Arena Project to a safe and lawful condition, as nearly as possible 
to the quality, utility and class of the New Improvements existing immediately prior to such occurrence 
except as otherwise approved by Landlord. 

All insurance proceeds payable to Tenant or any affiliate of Tenant with respect to a Casualty 
(�Restoration Funds�) shall be applied to Restoration to the extent thereof.  If such amount exceeds 
$1,000,000, the Restoration Funds shall be deposited with a Landlord-approved financial institution 
(�Depositary�) for application to the cost of Restoration as expenses associated therewith become due.   

Assignment, Subletting and Transfer 

 As of the date of delivery of the Arena Lease into escrow pursuant to the Commencement 
Agreement, (i) Forest City Enterprises, Inc. owns and controls, through one or more wholly-owned 
subsidiaries, 23.00% of the membership interests in NSE, a Delaware limited liability company which is 
the parent company of BALLC and the LLC, (ii) various Persons who are not Affiliates of BALLC, 
Tenant or Forest City Enterprises, Inc. own the remaining 77.00% of the membership interests in NSE 
(each a �NSE Third Party Owner�), (iii) NSE owns 100% of the membership interests BALLC, (iv) 
BALLC owns 100% of the membership interests in Tenant, and (iv) none of the NSE Third Party Owners 
Control NSE other than through any major decision or similar consent rights such NSE Third Party 
Owners may have under the Constitutive Documents of NSE.   

The above, notwithstanding, Landlord acknowledges that prior to the Commencement Date, 
Forest City Enterprises, Inc. expects to consent and approve to NSE�s consummation of a transaction with 
Onexim Sports & Entertainment Holdings USA, Inc., a Delaware limited liability company (�Onexim�), 
following which (i) which NSE will own and control 55.00% of the membership interests in BALLC, (ii) 
one or more Affiliates of Onexim will own and control 45.00% of the membership interests in BALLC 
(the �BALLC Third Party Owners,� together with the NSE Third Party Owners, the �Third Party 
Owners�), and (iii) none of the Third Party Owners will Control BALLC other than through any major 
decision or similar consent rights such Third Party Owners may have under the Constitutive Documents 
of BALLC or NSE, as applicable. 
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 As of the date of delivery of the Arena Lease into escrow pursuant to the Commencement 
Agreement, NSE owns one hundred percent (100%) of the membership interests in BALLC, BALLC 
owns one hundred percent (100%) of the membership interests in Tenant, and none of the Third Party 
Owners control NSE, except with respect to major decisions and similar rights.   

An �Equity Interest Disposition� shall mean any merger, consolidation, sale of equity interests or 
other similar transaction involving a Person or any direct or indirect constituent entity of such Person.  
The term �Equity Interest Disposition� shall also include any (a) transaction or series of transactions 
(including, without limitation, the issuance of additional equity interests in such Person) or (b) direct or 
indirect revision of the beneficial ownership structure or Control of such Person or any direct or indirect 
constituent entity of such Person.   

Prior to the date ESDC, Landlord and the City receive a certain affirmation by Onexim of the 
Team�s obligations under the Non-Relocation Agreement (the �Non-Relocation Affirmation�), then the 
term �Equity Interest Disposition� shall not include any transaction, which when aggregated with all prior 
transactions, would result in (A) Forest City Enterprises, Inc. continuing to own, directly or indirectly, 
22.80% of the membership interests in NSE, (B) NSE continuing to own, directly or indirectly, 55.00% of 
the membership interests in BALLC, or (C) BALLC continuing to own, directly or indirectly, 100% of 
Tenant; provided in each case that Control of NSE, BALLC or Tenant does not change as a result of any 
such Equity Interest Disposition.  For purposes of this definition only, �Control� means the power, 
exercisable jointly or severally, to manage and direct the day-to-day business and affairs of a Person; 
provided that the right to approve the day-to-day business and affairs of a Person solely through major 
decision rights or similar protective provisions shall not constitute �Control� for purposes of this 
definition. 

Following the date ESDC, Landlord and the City receive the Non-Relocation Affirmation, then 
the term �Equity Interest Disposition� shall not include any transaction (i) prior to Substantial Completion 
of the Arena Project, which when aggregated with all prior transactions, would result in (A) Forest City 
Enterprises, Inc. continuing to own, directly or indirectly, 22.80% of the membership interests in NSE, 
(B) NSE continuing to own, directly or indirectly, 55.00% of the membership interests in BALLC, or (C) 
BALLC continuing to own, directly or indirectly, 100% of Tenant; and (ii) after Substantial Completion 
of the Arena Project, that is an Equity Interest Disposition in NSE, BALLC or Tenant; provided in each 
case that Control of NSE, BALLC or Tenant does not change as a result of any such Equity Interest 
Disposition. 

 Except as expressly provided below, no Equity Interest Disposition, Assignment, Transfer or 
Sublease may occur, whether voluntarily, involuntarily, by operation of law or otherwise, without the 
prior written consent of Landlord, which consent may be given or withheld by Landlord in its sole 
discretion; provided, that nothing contained in this section shall restrict or prohibit or be deemed to 
restrict or prohibit (i) any Equity Interest Disposition in Forest City Enterprises, Inc. or any other Person 
whose common stock is quoted on a recognized securities exchange such as the New York Stock 
Exchange or NASDAQ or (ii) any Equity Interest Disposition by or in a Third Party Owner, so long as 
any Equity Interest Disposition by such Third Party Owner of its interest in NSE or BALLC (as 
applicable) is to a Person who, immediately following the effective date of such Equity Interest 
Disposition, is not a Prohibited Person 

 Tenant may, without Landlord consent, assign its entire leasehold estate under the Arena Lease to 
a Person or affiliate thereof that acquires control of the Team through acquisition of either a controlling 
interest in the equity interests in LLC or substantially all of the assets of LLC, if certain conditions are 
satisfied, including: notice to Landlord; transferee is not a Prohibited Person; if the Arena Project is not 
substantially complete,  transferee shall either meet certain qualifications including experience and net 
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worth tests or shall have retained Forest City Enterprises, Inc. or an affiliate thereof to complete 
development of the Arena Project; if the Arena Project is not substantially complete, Landlord shall have 
received an affirmation or acceptable replacement of the Completion Guaranty; LLC shall have affirmed 
to Landlord and the City that the Non-Relocation Agreement and the Nets License Agreement remain in 
full force and effect; and Landlord shall have reasonably approved the assignment and assumption 
agreement assigning the Arena Lease. 

 An Equity Interest Disposition in Tenant shall be permitted without Landlord consent if certain 
conditions are met, including: notice to Landlord; neither Tenant nor any principal thereof shall be a 
Prohibited Person; if the Arena Project is not substantially complete,  Landlord shall have received 
satisfactory evident of Tenant�s continuing ability to complete development of the Arena Project or shall 
have retained Forest City Enterprises, Inc. or an affiliate thereof to complete such development; and if the 
Arena Project is not substantially complete, Landlord shall have received an affirmation or acceptable 
replacement of the Completion Guaranty. 

 Tenant may sublease or license (�Sublease�) a portion of the Arena Project without Landlord 
consent if certain conditions are met, including: the Sublease is not for substantially all of the Arena or 
Arena Project for a period greater than one year and the proposed subtenant or licensee (�Sublessee�) is 
the user/occupant of the demised space; the Sublease expires on or prior to the expiration of the then-
current term of the Arena Lease; such Sublease is terminable by Landlord upon termination or expiration 
of the Arena Lease; and Sublesees  meet certain qualifications, including not being a Prohibited Person 
and maintenance of required insurance. These provisions do not apply to individual licenses, such as for 
tickets and suites. 

 Tenant may, without Landlord consent, assign its entire leasehold estate under the Arena Lease to 
a Person not acquiring control of the Team, if certain conditions are satisfied, including: notice to 
Landlord; transferee is not a Prohibited Person; if the Arena Project is not substantially complete, 
transferee shall meet certain qualifications including experience and net worth tests; if the Arena Project 
is not substantially complete, Landlord shall have received an affirmation or acceptable replacement of 
the Completion Guaranty (and opinion of counsel) (in the event Landlord receives a replacement 
completion guaranty (and opinion of counsel), Landlord shall confirm the termination of the Completion 
Guaranty from and after the date of such replacement guaranty); LLC shall have affirmed to Landlord and 
the City that the Non-Relocation Agreement and the Nets License Agreement remain in full force and 
effect; and Landlord shall have reasonably approved the assignment and assumption agreement assigning 
the Arena Lease. 

 Tenant shall have the right to mortgage the entire leasehold estate under the Arena Lease and to 
pledge the equity interests in Tenant to one or more financial institutions (in the case of pledged equity 
interests, the �Mezzanine Lender�) meeting certain qualifications (�Lending Institutions�) without 
Landlord consent subject to the requirements with respect to Recognized Mortgages in the Arena Lease.  
Additionally, any transfer or assignment resulting from foreclosure of any such interest of a Recognized 
Mortgagee or Mezzanine Lender (a �Foreclosure Event�) shall not require Landlord consent if certain 
conditions have been met, including:  notice to Landlord of the default or event of default giving rise to 
the Foreclosure Event; and Landlord shall have received written notice of the exercise of such 
Foreclosure Event remedy not less than ten (10) days prior to the effective date of such remedy. 

Default Provisions 

 An �Event of Default� shall have occurred upon (i) occurrence of any of the events listed below 
and designated �Defaults�, and, if applicable, (ii) (A) Tenant shall have received a default notice from 
Landlord (�First Default Notice�), (B) the applicable cure period shall have expired, (C) Tenant shall 
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have received a second notice of default (the �Second Default Notice�) from Landlord, and (D) Tenant 
shall not have cured the Default within five (5) business days of receipt of the Second Default Notice.  A 
Default shall have occurred upon any of the following events: 

(a) if Tenant fails to pay any installment of base rent, additional rent, or PILOTs (�Charges�) 
on any day upon which the same is required to be paid (other than as otherwise provided in the Arena 
Lease), and any such default shall continue for fifteen (15) days after Landlord shall have given to Tenant 
a First Default Notice with respect thereto; or 

(b) if Tenant shall fail to comply with Tenant�s obligation to maintain required insurance in 
respect of the Arena Project, and Tenant shall fail to remedy the same within ten (10) Business Days after 
Landlord shall have given Tenant a First Default Notice with respect thereto; or 

(c) if a final (non-appealable) judgment for the payment of money shall be rendered against 
Tenant and such final judgment shall be for an amount greater than or equal to $5,000,000 (adjusted for 
inflation) and Tenant shall not discharge said judgment or cause it to be discharged (by bonding or 
otherwise) within sixty (60) days from the date of entry; or 

(d) if any of the representations made by Tenant in the Arena Lease are proven to have been 
false or incorrect in any material respect as of the date made and if, within thirty (30) days after Tenant�s 
receipt of a notice from Landlord in respect thereto, Tenant fails to rectify the state of facts giving rise to 
such false or incorrect representation, provided that no Event of Default shall be deemed to exist (i) if 
such a state of facts cannot, by its nature, reasonably be rectified within such thirty (30) day period, so 
long as Tenant has commenced rectifying such state of facts within such thirty (30) day period and shall 
be diligently and continuously proceeding to rectify such state of facts, or (ii) if the only loss or damage 
Landlord has sustained or incurred can be cured by the payment of a sum of money and Tenant has made 
such payment; or 

(e) if an involuntary petition shall be filed against Tenant under Title 11 of the United States 
Code (the �Bankruptcy Law�), or a receiver of Tenant or for the property of Tenant shall be appointed 
without the acquiescence of Tenant, or whenever the Arena Lease or the estate thereby granted or the 
unexpired balance of the Arena Lease would, by operation of law or otherwise, except for this provision, 
devolve upon or pass to any Person other than Tenant or as permitted by the Arena Lease, and such 
situation shall continue and shall remain undischarged or unstayed for an aggregate period of one hundred 
twenty (120) days (whether or not consecutive) or shall not be remedied by Tenant within one hundred 
twenty (120) days; or 

(f) if Tenant shall file a voluntary petition under any Bankruptcy Law or is adjudicated a 
bankrupt or insolvent, or Tenant shall file any petition or answer seeking any reorganization, liquidation, 
dissolution or similar relief under any Bankruptcy Law or shall make an assignment for the benefit of 
creditors or shall seek, consent to, or acquiesce in the appointment of any trustee, receiver, liquidator or 
other similar official for Tenant or for all or any part of Tenant�s property; or 

(g) if an �Event of Default� (as such term is defined in the PILOT Agreement) shall have 
occurred under the PILOT Agreement; or 

(h) the consummation or other closing (whether in escrow or otherwise) of an Equity Interest 
Disposition, or other transfer or assignment in violation of the Arena Lease, whether voluntarily, 
involuntarily, by operation of law or otherwise; or 
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(i) Tenant fails to maintain and repair the Arena Project as required under the Arena Lease 
and shall fail to remedy the same or otherwise insure that the portions of the property that give rise to 
such breach are safe and free from conditions hazardous to life and property, in each case within thirty 
(30) days after Landlord shall have given Tenant a First Default Notice with respect thereto; or 

(j) where Forest City Enterprises, Inc., NSE, BALLC, Tenant or any affiliate thereof (each, a 
�Cure Party�) has the right to prevent or veto the action that could give rise to an Event of Default (as 
defined in the Non-Relocation Agreement) or Threatened Material Breach (as defined in the Non-
Relocation Agreement) of Sections 2.1, 2.2, 2.3 or 2.4 of the Non-Relocation Agreement and such breach 
continues, such shall be an Event of Default by Tenant if such breach occurs within twelve (12) months of 
any instrument by which the applicable Cure Party is granted such right; or 

(k) except as otherwise expressly provided in the Arena Lease, if Tenant shall do, or permit 
anything to be done, whether by action or inaction, contrary to any of Tenant�s obligations under the 
Arena Lease, and Tenant shall fail to remedy the same within thirty (30) days after Landlord shall have 
given Tenant written notice with respect thereto, unless the remedying thereof requires work to be done, 
action to be taken, or conditions to be satisfied, which cannot, by their nature, reasonably be performed, 
done or satisfied by Tenant within such thirty (30) day period, in which case no Event of Default shall be 
deemed to exist as long as Tenant, within such thirty (30) day period, has commenced and thereafter 
diligently and continuously prosecutes to completion all steps necessary to remedy the same. 

Whenever any monetary Event of Default or breach of items (e), (f), (h) or (j)(i) above shall 
occur, Landlord may elect to terminate the Arena Lease (such right of Landlord, �Landlord�s Termination 
Right�) by giving notice (a �Termination Notice�) to Tenant specifying a date, which shall be no more 
than ninety (90) days and no fewer than sixty (60) days after the Landlord�s giving of such notice, on 
which date the Tenant�s interest in the Arena Lease shall be terminated, in which event the date specified 
in the Termination Notice shall be the Expiration Date unless Tenant cures the Event of Default prior to 
such date. 

Whenever any non-monetary Event of Default shall occur, Landlord may elect, in Landlord�s sole 
discretion, the following: 

(i) to require Tenant to pay Landlord $10,000 per day (the �Per Diem�), with 
interest thereon at the Interest Rate, accruing from the date of such Event of Default until the date 
such Event of Default is remedied; provided that with respect to any non-monetary Event of 
Default pursuant to item (k) above, the Per Diem shall be reduced to $1,000 per day unless such 
Event of Default could, in Landlord�s reasonable determination, be expected to (A) have a 
material adverse effect on the value of or the use of the Premises, (B) result in a condition 
hazardous to human life or health, (C) put the Premises, or any portion thereof, in danger of being 
forfeited or lost, or (D) subject the Landlord to criminal and/or civil liability or penalty; provided 
further that to the extent that an affiliate of Tenant is paying Landlord or ESDC a per diem 
liquidated damages amount for the same action or occurrence causing such Event of Default 
pursuant to any other document related to the Arena Project and executed by Tenant (the �Project 
Documents�), then Tenant shall receive a credit (but not below zero) for the amount actually and 
indefeasibly received by Landlord or ESDC from such affiliate for such action or occurrence (the 
�LD Credit�).  It being agreed, however, for the avoidance of any doubt, that no LD Credit shall 
be given for any liquidated damages that are payable in a lump sum or pursuant to an agreed to 
payment schedule. 
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(ii) to proceed by appropriate judicial proceedings, either at law or at equity, to 
enforce performance or observance by Tenant of the applicable provisions of the Arena Lease, 
including by seeking to enjoin the action, activity or inaction that gives rise to such Event of 
Default without any requirement or necessity that Landlord post any bond or other security; 
Tenant agreeing that Landlord will suffer irreparable harm by reason of the occurrence and 
continuation of an Event of Default. 

Landlord may elect, at any time after Landlord�s election to receive any of the payments 
described above, upon delivery to Tenant of another default notice (thereupon reinitiating the relevant 
cure periods), to pursue any of the remedies otherwise available under the Arena Lease with respect to the 
applicable Event of Default.  In such event, the respective amounts described above shall immediately 
cease to accrue, with respect to all such Events of Default, as of the date Landlord makes an election to 
pursue any other remedy with respect thereto, it being understood that, as to amounts accrued prior to 
such election, (A) such amounts shall continue to be owing and (B) Landlord shall have all rights and 
remedies under the Arena Lease in respect of Tenant�s failure to pay such accrued sums.  Landlord may, 
at a later date, again forego such remedies, and again seek payment from Tenant upon delivery to Tenant 
of another default notice (thereupon reinitiating the relevant cure periods).   

Suit or suits for the recovery of any and all damages, or any installments thereof, provided for in 
the Arena Lease, may be brought by Landlord from time to time at its election.  

Upon the occurrence of any Event of Default, Landlord shall have the right to exercise its rights 
under the Completion Guaranty and any collateral assignments (subject to the rights of Recognized 
Mortgagees and Mezzanine Lenders), to the extent that the same are then in effect.  

Upon the occurrence of an Event of Default pursuant to item (i), Landlord shall have the right to 
close the Arena until such Event of Default has been remedied. 

Upon the termination of the Arena Lease resulting from an Event of Default, Tenant�s rights to 
the Plans and Specifications shall be deemed automatically assigned to Landlord (subject to the rights of 
Recognized Mortgagees and Mezzanine Lenders), without cost, subject, to the rights of the architects and 
engineers preparing the same. 

Upon the termination of the Arena Lease resulting from an Event of Default, at the request of 
Landlord and subject to the rights, if any, of a Recognized Mortgagee or Mezzanine Lender, Tenant shall 
assign to Landlord, without cost, all of Tenant�s interest in (but no liabilities or obligations of Tenant 
thereunder accruing prior to the date of such assignment) any or all Operative Agreements or any 
agreements with respect to work being performed (or to be performed) in connection with a Restoration 
(including in connection with condemnation, to the extent such agreements are not then subject to a valid 
collateral assignment. 

Tenant has waived any right of redemption it may have with respect to its leasehold interest in the 
Arena Project under applicable law. 

 
To the extent Tenant becomes aware of the occurrence and continuation of a Default, or of facts 

or circumstances which, with the passage of time, the giving of notice or both, would result in a Default 
under the Arena Lease, Tenant shall give Landlord prompt written notice, setting forth in reasonable 
detail, such Default, facts or circumstances. 
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Non-Relocation 
 

If (a) an Event of Default (as defined in the Non-Relocation Agreement) or Threatened Material 
Breach (as defined in the Non-Relocation Agreement) of Sections 2.1, 2.2, 2.3 or 2.4 of the Non-
Relocation Agreement occurs and is continuing, and (b) Forest City Enterprises, Inc., NSE, BALLC, 
Tenant or an Affiliate of any of them did not have the right to prevent or otherwise veto the action giving 
rise to such Event of Default (as defined in the Non-Relocation Agreement) or Threatened Material 
Breach (as defined in the Non-Relocation Agreement), then: 

(i) if the liquidated damages required to be paid by LLC in accordance with Section 
3.3.2 of the Non-Relocation Agreement have been indefeasibly paid in full to ESDC, then the 
Arena Parcel and New Improvements constructed thereon shall be conveyed to Tenant (or an 
Affiliate of Tenant) in accordance with the Purchase Option Section of the Agreement as if the 
Purchase Option was exercisable by and, in fact has been exercised by, Tenant; provided that (A) 
in such case the Conveyance Price shall be reduced on a dollar-for-dollar basis, but not below 
$10.00, for all amounts actually and indefeasibly received by ESDC in satisfaction of the amounts 
due to ESDC in accordance with Section 3.3.2 of the Non-Relocation Agreement, and (B) 
notwithstanding the terms of Section 25.4, the conveyance of the Arena Parcel and New 
Improvements shall occur within one hundred twenty (120) days of the date ESDC shall have 
received the amounts required to be paid to ESDC in accordance with Section 3.3.2 of the Non-
Relocation Agreement.  The Arena Lease shall automatically terminate on the one hundred 
twenty-first (121st) day following the date ESDC shall have received the amounts required to be 
paid to ESDC in accordance with Section 3.3.2 of the Non-Relocation Agreement; provided that 
Tenant�s Obligation that survive such termination shall so survive. 

(ii) if the liquidated damages required to be paid by LLC in accordance with Section 
3.3.2 of the Non-Relocation Agreement are not indefeasibly paid in full to ESDC, then without 
prejudice to or diminution or waiver of any rights or remedies of Landlord, ESDC, the City or 
any other Person on account of such Event of Default (as defined in the Non-Relocation 
Agreement) or non-payment, including any rights or remedies afforded under the Non-Relocation 
Agreement or any other Project Documents, (A) none of Tenant�s Obligations under the Arena 
Lease shall be abated, mitigated or otherwise modified, and (B) Tenant shall, commencing in the 
Lease Year in which such Event of Default (as defined in the Non-Relocation Agreement) occurs, 
be required to hold or cause to be held at the Arena a minimum of 100 sports events, concerts, 
fashion shows or other similar large scale events which, in each case, generate material economic 
activity in the area surrounding the Arena (the requirement, hereinafter the �Event Condition�).  
In the event Tenant shall fail to satisfy the Event Condition in any Lease Year, then Landlord 
shall have the right, upon written notice to Tenant, to (I) terminate any existing management or 
booking agreements with respect to the Arena with any Person or to require Tenant to terminate 
the employment of any Person otherwise engaged by Tenant or its Affiliates to provide such 
management and booking arrangements, and to cause Tenant to enter into management and 
booking arrangements with Persons satisfactory to Landlord, and (II) if there are no then existing 
management or booking agreements with respect to the Arena, to cause Tenant to enter into 
management and booking arrangements with Persons satisfactory to Landlord, in each case 
without any Landlord Obligation to Tenant or any Person claiming by or through Tenant. 

NBA Consent Letter 
 

Tenant covenants and agrees to comply with the terms, conditions and requirements of the NBA 
Consent Letter. 
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Landlord�s Right to Perform 
 

If Tenant shall fail to pay any Imposition or Charges or otherwise Default in the performance of 
its obligations under the Arena Lease, Landlord may make such payment or cure such Default (a) 
immediately and without prior notice in the case of any failure to pay any Imposition or other amount due 
a third party, if such failure would result in the creation of a lien on the Arena Project or any part thereof 
or any loss or impairment of Landlord�s estate under the Arena Lease or in and to the Arena Project, or in 
the case of any failure to perform any of Tenant�s obligations under the Arena Lease which creates an 
imminent threat to public health or safety or imminent loss of Landlord�s interest, or (b) in any other case, 
only after (i) Landlord shall have notified Tenant once of such Default or failure and Tenant shall have 
failed to make such payment or remedy such Default within the applicable grace period under the Arena 
Lease, and (ii) unless otherwise specified in the Arena Lease, Landlord shall have notified Tenant a 
second time and Tenant shall have failed to make such payment or remedy such Default within ten (10) 
business days following such second notice; provided, however, with respect to any Default covered by 
clause (b) above, Landlord shall not be entitled to remedy the same if and for so long as Tenant has 
commenced and thereafter diligently and with continuity prosecutes to completion all steps necessary to 
remedy such Default.  All costs and expenses of Landlord associated with performance of such Tenant 
obligations shall be reimbursed by Tenant, including interest at the Interest Rate. 

Indemnity; Limitation on Liability 

Tenant shall indemnify each of the Indemnitees for, and hold each of the Indemnitees harmless 
from and against, any and all claims that may be imposed upon or incurred by or asserted against such 
Indemnitee by reason of any of the following, unless caused by the gross negligence or willful 
misconduct of such Indemnitee or by the actions of such Indemnitee in its governmental capacity: 

(a) any accident, injury to or death of Persons or loss of or damage to property occurring on 
or about the Arena Project or as a result of any act or omission occurring on or with respect to the Arena 
Project; 

(b) performance of any Construction Work, Restoration, Condemnation Restoration, or other 
work or act done in, on or about the Arena Project or any part thereof; 

(c) any lien, encumbrance or claim that may be alleged to have arisen against or on the 
Arena Project, or any lien, encumbrance or claim created or permitted by Tenant, any subtenant or 
licensee of Tenant, or any of their respective partners, joint venturers, officers, shareholders, directors, 
agents, contractors, servants, employees, licensees or invitees against any assets of, or funds appropriated 
to, Landlord or ESDC, the City, NYCEDC, or any liability that may be asserted against Landlord, ESDC, 
the City or NYCEDC with respect thereto; 

(d) any claim for brokerage commissions, fees or other compensation by any person who 
alleges to have acted or dealt with Tenant in connection with the Arena Lease or the transactions 
contemplated thereby or any Equity Interest Disposition, assignment, transfer or Sublease (including with 
respect to the Declaration); 

(e) any failure on the part of Tenant to perform or comply with any of Tenant�s obligations, 
including under the NBA Consent Letter and the Declaration;  

(f) any failure or alleged failure on the part of Tenant to perform or comply with any 
agreement between Tenant and a third party; 
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(g) solely as a result of Landlord�s or ESDC�s ownership interest in the Arena Project; 

(h) any claim resulting from Tenant�s control, use, non-use, possession, occupation, 
alteration, condition, operation, maintenance or management of the Arena Project, or any part thereof in 
its ownership or control, or of any street, plaza, sidewalk, curb, vault, body of water or space comprising a 
part thereof or adjacent thereto, including, without limitation, any violations imposed by any 
Governmental Authorities in respect of any of the foregoing; 

(i) any other matters directly related to the Arena Project for which Tenant is obligated, 
pursuant to that certain funding agreement between NYCEDC and ESDC (the �City Funding 
Agreement�), to defend, indemnify and save harmless any Indemnitees; 

(j) any act or failure to act on the part of Tenant, or any partners, joint ventures, officers, 
shareholders directors, agents, contractors, servants, employees, licensees or invitees of Tenant; and 

(k) the Project Documents or the Project Site directly related to the Arena Project. 

The indemnifying party under the Arena Lease shall defend the applicable indemnified party with 
counsel reasonably satisfactory to such indemnified party (unless the indemnified claim is covered by 
insurance, in which event counsel shall be attorneys for, or approved by, the insurance carrier), shall keep 
the Indemnified Party apprised of all legal proceedings and shall not enter into any settlement without the 
Indemnified Party�s prior written consent, which shall not be unreasonably withheld.   

In the event of any default by Landlord or ESDC, Tenant shall look only to Landlord�s or 
ESDC�s estate (as applicable) in the Arena Project (or the proceeds thereof), and no other property or 
assets of Landlord or ESDC. 

All obligations and liabilities of Tenant under the Arena Lease shall be fully recourse to Tenant.  
Notwithstanding the foregoing, no property or assets of Tenant�s agents, officers, directors, shareholders, 
members, partners, employees, attorneys or principals (other than their respective interests in Tenant) 
shall be subject to levy, execution or other enforcement procedure for the satisfaction of Landlord�s 
remedies under or with respect to the Arena Lease. 

Surrender 

 Upon the Scheduled Expiration Date or any earlier termination of the Arena Lease, Tenant shall 
surrender the Arena Project free of all rights of Tenant or any third party to use or occupy the Premises. 

Purchase Option 

 After the Arena Project is substantially complete, and if no Event of Default has occurred and is 
continuing, Tenant may, in lieu of exercising any option for an Extended Term, purchase fee title to the 
Arena Project (such right, the �Purchase Option,�) by written notice to Landlord of such election (the 
�Purchase Option Notice�).  The purchase price paid by Tenant pursuant to the Purchase Option (the 
�Conveyance Price�) shall be equal to the greater of Fair Market Value (defined below) and the total of 
any indebtedness secured by Tenant�s leasehold interest in the Arena Project together with all costs 
related to defeasance, payment, and retirement of such indebtedness.  �Fair Market Value� shall mean the 
fair market value of the Arena Project as appraised not more than one (1) year prior to the date of 
conveyance to Tenant (the �Conveyance Date�).  The Fair Market Value shall be mutually agreed 
between Landlord and Tenant or, in the event the parties cannot so agree, then as determined by an 
appraiser mutually agreed upon by each of Landlord�s and Tenant�s appraiser or as appointed by the New 
York State Supreme Court of Kings County.  The Arena Lease shall automatically terminate upon the 
conveyance of the Arena Parcel and Improvements pursuant to the Purchase Option. 
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Subordination 

 The Arena Lease is subordinate to the Declaration, that certain easement granted to the New York 
City Department of Environmental Protection for purposes of a sewer line (the �DEP Easement�), the 
Transit Improvements Easement and certain restrictions reserved by the Metropolitan Transportation 
Authority (�MTA�) in the bargain and sale deed for Block 1119, Lot 7. 

Severance Pursuant to the Declaration 

 Upon severance of a portion of the Premises from the Arena Lease pursuant to the Declaration, 
the Arena Lease shall automatically terminate with respect to such portion, with no adjustment to rent, nor 
any other compensation due from Landlord to Tenant as a result thereof. 

Tenant Representations and Warranties 

Tenant represents and warrants to Landlord under the Arena Lease that as of the Commencement 
Date: 

(i) Tenant is a limited liability company duly formed, validly existing and in good 
standing under the laws of the State of Delaware and has full power and authority to conduct its 
business as presently conducted and to enter into the Arena Lease and the other Project 
Documents to which it is a party and perform all obligations thereunder.  Tenant is duly 
authorized to conduct business in the State of New York as a foreign limited liability company; 

(ii) the Arena Lease and each other Project Document to which Tenant is a party 
have been duly authorized, executed and delivered by Tenant, are in full force and effect, and are 
the valid and binding obligation or agreement of Tenant, except as such enforcement may be 
limited by Bankruptcy Law and by general principles of equity whether applied in a proceeding at 
law or in equity; 

(iii) a correct and complete copy of the Arena Project budget as in effect on the date 
of the Arena Lease has been furnished to Landlord; 

(iv) with respect to each party (other than Tenant) to each Operative Agreement 
entered into prior to the date hereof, Tenant has obtained and delivered to Landlord such party�s 
consent to the assignment thereof to Landlord, or no such consent is required under the terms of 
such Operative Agreement; 

(v) the execution, delivery and performance by Tenant of the Arena Lease and the 
other Project Documents to which it is a party do not and will not (i) violate or conflict with the 
constitutive documents of Tenant, (ii) violate or conflict with any judgment, decree or order of 
any court applicable to or affecting Tenant, (iii) breach the provisions of, or constitute a default 
under, any contract, agreement, instrument or obligation to which Tenant is a party or by which 
Tenant is bound, or (iv) violate or conflict with any legal requirement or Approvals; 

(vi) Tenant has provided to Landlord a document that correctly sets forth the identity 
of the members of Tenant and the holders of the direct equity interests in such members; neither 
Tenant nor any of Tenant�s members, partners, shareholders, or members, partners or 
shareholders thereof, or officers or principals, are Prohibited Persons;  
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(vii) (a) Neither Tenant nor any Person who owns any equity interest in or controls 
Tenant currently is identified on the OFAC list maintained by the United States Department of 
the Treasury (the �OFAC List�) or otherwise qualifies as a Federal Prohibited Person, and Tenant 
has implemented procedures to ensure that no Person who now or hereafter owns any equity 
interest in Tenant is a Federal Prohibited Person or controlled by a Federal Prohibited Person, and 
(b) Tenant is not in violation of any legal Requirements relating to anti-money laundering or anti-
terrorism, including, without limitation, legal requirements related to transacting business with 
Federal Prohibited Persons or the requirements of the Uniting and Strengthening America by 
Providing Appropriate Tools Required to Intercept and Obstruct Terrorism Act of 2001, U.S. 
Public Law 107-56, and the related regulations issued thereunder, including temporary 
regulations, all as amended from time to time.  To the best of Tenant�s knowledge, no Person that 
is currently anticipated to become a subtenant at the Premises is identified on the OFAC List or 
otherwise qualifies as a Federal Prohibited Person, and no Person that is currently anticipated to 
become a subtenant at the Premises is owned or controlled by a Federal Prohibited Person; 

(viii) Tenant has made available to Landlord true and complete copies of the 
constitutive documents of Tenant (the �Constitutive Documents�), and such Constitutive 
Documents are in full force and effect, and have not been replaced, amended, modified or 
terminated, except as otherwise disclosed to Landlord; 

(ix) Tenant represents that at the time of execution of the Arena Lease, the Team is 
wholly owned by or under Common Control with Tenant, and that the Team is a member in good 
standing of the National Basketball Association (for the purposes of this section only, �Common 
Control� shall mean that the same Person, whether directly or indirectly, shall have power to 
approve or consent to major decisions in each of Tenant and the Team or other similar protective 
provisions); 

(x) Tenant has not imposed or formally or informally agreed to impose any liens on 
its interest in the Premises other than the PILOT Mortgages (the �Initial Mortgages�) and the 
Permitted Encumbrances; 

(xi) subject to the satisfaction of the conditions set forth in the Bond Documents, 
Tenant has the financial ability and resources necessary to undertake and perform its obligations 
under the Arena Lease, including, without limitation, the design, development, construction and 
operation of the Arena Project in accordance with the terms hereof; 

(xii) no approval or consent (that has not been duly obtained or that is not in full force 
and effect) on the part of the National Basketball Association is required in connection with the 
execution, delivery or performance by Tenant of the Arena Lease; 

(xiii) (i) no officer, agent, employee or representative of any Governmental Authority 
has received from Tenant or any of its members or will receive from Tenant or any of its 
members any payment or other consideration for the making of the Arena Lease and (ii) no 
officer, agent, employee or representative of any Governmental Authority has or will have any 
interest, directly or indirectly, in the Arena Lease or the proceeds thereof; 

(xiv) except as disclosed by Tenant, there are no arbitration proceedings, governmental 
investigations, actions, suits or proceedings at law or in equity by or before any Governmental 
Authority now pending or, to the best of Tenant�s knowledge, threatened against or affecting 
Tenant which, if determined against Tenant, would materially and adversely affect the condition 
(financial or otherwise) or business of Tenant or the condition or operation of the Premises; 
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(xv) Tenant is not a party to any agreement or instrument or subject to any restriction 
which would materially and adversely affect Tenant or Tenant�s business, property or assets, 
operations or condition, financial or otherwise.  Tenant is not in default in any material respect in 
the performance, observance or fulfillment of any of the obligations, covenants or conditions 
contained in any agreement or instrument to which it is a party or by which Tenant or the 
Premises is bound; 

(xvi) neither Tenant nor its managing member is contemplating either the filing of a 
petition by it under any Bankruptcy Law or the liquidation of all or a major portion of such 
entity�s assets or property, and Tenant has no knowledge of a Person contemplating the filing of 
any such petition against it or against such managing member; 

(xvii) Tenant is not a foreign person with the meaning of §1445(f)(3) of the Internal 
Revenue Code of 1986, as amended, as it may be further amended from time to time, and any 
successor statutes thereto, and applicable U.S. Department of Treasury regulations issued 
pursuant thereto in temporary or final form; 

(xviii) Tenant has delivered to Landlord a current survey for the Premises, containing a 
survey certification reasonably acceptable to Landlord.  Such survey reflects the legal description 
of the Premises attached to the Arena Lease; 

(xix) Tenant has delivered to Landlord valid certificates of insurance for the policies of 
insurance required to be maintained by Tenant pursuant to the Arena Lease; and 

Landlord Representation and Warranty 

Landlord represents and warrants to Tenant under the Arena Lease that as of the Commencement 
Date (i) Landlord is duly organized and validly existing under the laws of the State of New York and has 
full power and authority to conduct its business as presently conducted and to enter into the Arena Lease 
and perform all obligations thereunder and (ii) the terms, provisions, covenants and obligations of 
Landlord as set forth in the Arena Lease are legally binding on and enforceable against Landlord. 

Tenant Covenants 

In addition to any other covenants of Tenant set forth in the Arena Lease, Tenant covenants to the 
following: 

(i) make available to Landlord, promptly upon execution thereof but not later than 
ten (10) days after execution, true, correct and complete copies of:  (i) any amendments to 
Tenant�s Constitutive Documents and (ii) all Operative Agreements and any amendments thereto.  
Any amendments to Tenant�s Constitutive Documents and the Operative Agreements shall be 
subject to review by Landlord, within thirty (30) days of Landlord gaining access thereto, solely 
to confirm (A) compliance with the provisions of the Arena Lease, and (B) the composition and 
identity of Tenant, and in the event Landlord, by such review, identifies any noncompliance with 
the assignment and subletting provisions of the Arena Lease, any noncompliance with any 
requirements of the Arena Lease with respect to the composition and identity of Tenant, or any 
noncompliance with Tenant�s representations and warranties under the Arena Lease, Tenant shall 
promptly cure any such noncompliance; 
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(ii) so long as the Completion Guaranty is in effect, deliver to Landlord the then 
most recently available financial statements of Guarantor within seven (7) business days after 
request therefor by the Landlord unless such Guarantor is a publicly listed company and is current 
on all of its public filings; 

(iii) upon request by Landlord, Tenant will, on the tenth (10th), fifteenth (15th), 
twentieth (20th), twenty-fifth (25th), thirtieth (30th) and thirty-fifth (35th) anniversaries of the 
Commencement Date (and on each fifth anniversary thereafter, including during any Extended 
Term), cause the Approved Engineer to inspect the Arena and issue a report on the physical 
condition thereof, which report shall include recommendations as to any capital repairs, 
renovations and improvements as are needed to maintain the Arena in good repair and condition, 
normal wear and tear and obsolescence excepted, which recommendations Tenant shall promptly 
implement to the extent otherwise required by the terms of the Arena Lease; 

(iv) give prompt written notice to Landlord of any litigation or governmental 
proceedings pending or threatened in writing against Tenant which (i) is not covered by any 
available insurance required to be maintained by Tenant; or (ii) if determined adversely to 
Tenant, would materially and adversely affect the condition (financial or otherwise) or business 
of Tenant or the condition or operation of the Premises; 

(v) warrant and defend (i) Tenant�s leasehold estate in the Arena Project and every 
part thereof, subject only to liens, claims and encumbrances permitted under the Arena Lease and 
(ii) the validity and priority of the Initial Mortgages on the leasehold estate, subject only to liens, 
claims and encumbrances permitted under the Arena Lease Agreement, in each case against the 
claims of all Persons whomsoever.  Tenant shall reimburse Landlord for any losses, costs, 
damages or expenses (including reasonable attorneys� fees and court costs) incurred by Landlord 
if an interest in the Arena Project or the leasehold estate, other than as permitted under the Arena 
Lease, is claimed by another Person; 

(vi) do, or cause to be done, all things necessary to keep and protect the Arena Project 
and all portions thereof unencumbered from any liens, claims, encumbrances, easements or 
agreements granting rights in or restricting the use or development of the Premises, except for (i) 
Permitted Encumbrances and Recognized Mortgages, (ii) Initial Mortgages, (iii) liens, claims and 
encumbrances for Impositions prior to the imposition of any interest, charges or expenses for the 
non-payment thereof and (iv) any liens, claims and encumbrances permitted pursuant to a 
permitted sublease; 

(vii) until the date on which the PILOT Mortgages no longer encumber the Arena 
Project (the �Initial Mortgage Termination Date�) Tenant, commencing with the end of the full 
fiscal year occurring after the substantial completion of the Arena Project, shall (1) maintain 
separate and apart from any other entity, books and records of accounts using accounting 
practices in conformity with generally accepted accounting principles; and (2) within one hundred 
eighty (180) days after the end of each fiscal year of Tenant, provide upon request by Landlord or 
ESDC an annual unaudited statement of cash receipts.  Each such statement of cash receipts will 
contain information generally describing the transactions contemplated by the Arena Lease and, 
in particular, that: (A) Tenant�s business consists primarily of performance under the Arena Lease 
and (B) Tenant is a separate entity owning all of its own assets, with its own separate creditors, 
and such statement of cash receipts shall be accompanied by an agreed upon procedures letter 
covering such statement from a nationally recognized firm of certified public accountants in a 
form reasonably acceptable to Landlord; 
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(viii) on or prior to the Commencement Date, deliver to the PILOT Bond Trustee valid 
certificates of insurance for the policies of insurance required to be maintained by Tenant; 

(ix) until the Initial Mortgage Termination Date: 

(a) Tenant shall at all times conduct its business and affairs in accordance in 
all material respects with the provisions of its operating agreement; and 

(b) Tenant shall at all times have at least one Independent Manager (as 
defined in its operating agreement); and 

(c) decisions with respect to Tenant�s business and daily operations shall be 
independently made by Tenant and shall not be dictated by any of Guarantor or any 
affiliate of Tenant or Guarantor (the �Other Entities�); and 

(d) Tenant shall not guarantee or assume any liabilities or obligations of the 
Other Entities; and 

(e) any employee, consultant or agent of Tenant shall be compensated from 
Tenant�s funds for services provided to Tenant; and 

(f) Tenant�s operating expenses shall not be paid by the Other Entities; 
provided that the foregoing shall not be deemed to preclude Tenant from collecting 
amounts due under the Nets License Agreement;  and 

(g) Tenant shall have its own stationery; and 

(h) Tenant�s books and records shall be maintained separately from those of 
the Other Entities; and 

(i) all financial statements of Tenant, or any Affiliate thereof that are 
consolidated to include Tenant, shall be accompanied by a certification by Tenant that (i) 
all of Tenant�s assets are owned by Tenant, and (ii) Tenant is a separate entity with 
creditors, certain of which have received security interests in Tenant�s assets; and 

(j) Tenant�s assets shall be maintained in a manner that facilitates their 
identification and segregation from those of the Other Entities; and 

(k) Tenant shall strictly observe limited liability company formalities and the 
funds or other assets of Tenant will not be commingled with those of the Other Entities, 
and Tenant shall not maintain joint bank accounts or other depository accounts to which 
the Other Entities have independent access; and 

(l) Tenant shall maintain arm�s-length relationships with the Other Entities; 
any Other Entity that renders or otherwise furnishes services to Tenant shall be 
compensated by Tenant at market rates for such services it renders or otherwise furnishes 
to Tenant; Tenant shall neither be nor hold itself out to be responsible for the debts of or 
the decisions or actions respecting the daily business and affairs of the Other Entities; and 
Tenant shall promptly correct any known misrepresentation with respect to the foregoing 
and shall not operate or purport to operate as an integrated single economic unit with 
respect to the Other Entities in its dealing with any other entity; and 
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(m) Tenant shall neither form, nor cause to be formed, any subsidiaries; and 

(n) Tenant shall not amend, alter, change, repeal, supplement or otherwise 
modify those sections of the operating agreement that contain or affect the covenants set 
forth in clauses (ix)(a) through (p) of this Tenant Covenants section; and 

(o) Tenant shall at all times (A) have at least one officer responsible for 
managing Tenant�s day-to-day operations, (B) ensure that all of its corporate actions are 
duly authorized by its Board or General Manager and, if applicable, Independent 
Manager (as those terms are defined in the operating agreement of Tenant), (C) maintain 
separate corporate records and books of account from those of the Other Entities, (D) 
clearly identify its office (by sign or otherwise) as being separate and distinct from the 
offices or any space occupied by the Other Entities even if such office space is leased or 
subleased from, or is on or near premises occupied by, the Other Entities, (E) have a 
separate telephone number from that of the Other Entities to the extent that its affairs 
require extensive use of a telephone, and (F) be in full compliance in all material respects 
with the terms of its Operating Agreement; and 

(p) Tenant shall not use any assets or funds owned by any of the Other 
Entities, or vice versa, except pursuant to a written agreement as permitted pursuant to 
the terms of the Arena Lease, and Tenant shall continue to maintain an arm�s-length 
relationship in any future dealings it may have with any of the Other Entities; and 

(x) Tenant shall take all actions necessary under the Initial Mortgages to maintain 
and protect the liens of the Initial Mortgages on the Mortgaged Property (as defined in the Initial 
Mortgages). 

Additional Tenant Covenants 

(i) Tenant shall pay (i) all Charges due under the Arena Lease, and (ii) all PILOTs 
due under the PILOT Agreement; 

(ii) until the Initial Mortgage Termination Date, Tenant will not merge or 
consolidate, or liquidate, wind-up or dissolve (or suffer any liquidation or dissolution), 
discontinue its business or convey, sell, transfer or otherwise dispose of all or substantially all of 
its business or property, whether now owned or hereafter acquired, except as permitted by the 
assignment and subletting provisions of the Arena Lease; 

(iii) until the Initial Mortgage Termination Date, Tenant shall not (1) acquire by 
purchase or otherwise any property or assets of, or equity interest in, any Person, except 
purchases of inventory, equipment, materials and supplies in the ordinary course of Tenant�s 
business, or (2) engage in any business other than designing, developing, acquiring, constructing, 
fitting out, leasing, subleasing, operating and maintaining the Arena and hosting athletic, cultural, 
political and social events and other forms of entertainment and functions at the Arena; provided 
that for this purpose, �ordinary course of Tenant�s business� shall include actions contemplated 
by the Arena Lease and the Nets License Agreement, including, but not limited to, construction, 
operation and maintenance of the Arena, as applicable; 

(iv) Tenant shall enter into no Operative Agreement nor any other agreement with 
respect to the Arena Project, with any party other than Landlord or ESDC, unless it (i) provides 
expressly that Landlord shall never, under any circumstances, become liable for any fees, 
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penalties or other payments payable to such counterparty thereunder, including as a result of 
Landlord succeeding to any liabilities of Tenant in the event that the Arena Lease, or Tenant�s 
interest in either the Arena Lease or the Arena Project, shall be terminated, or (ii) except as 
otherwise expressly provided in the Arena Lease, provides for such counterparty to have any 
continuing rights with respect to the Arena Project or the subject matter of such Operative 
Agreement or other agreement after any termination or expiration of the Arena Lease or Tenant�s 
interest in either the Arena Lease or the Premises; 

(v) Tenant shall not agree to any amendment or modification of the Nets License 
Agreement in violation of the terms of the Arena Lease, except as provided in the Arena Lease. 
During the Initial Term, Tenant shall not agree to any termination of the Nets License Agreement; 
and  

(vi) Tenant shall pursue appropriate remedies, in its best commercially reasonable 
judgment, available to it under the Operative Agreements, and will not terminate or suspend the 
services under such Operative Agreements without the prior written consent of Landlord and 
ESDC, which consent shall not be unreasonably withheld, conditioned or delayed, and will 
endeavor to take such other commercially reasonable efforts as are necessary to cause the Arena 
to be built and available for the intended purpose pursuant to the Arena Lease on or before the 
Scheduled Completion Date. 

Mortgage Recording Taxes 

 Landlord and ESDC shall reasonably cooperate with Tenant to mitigate or eliminate any tax that 
would otherwise be imposed upon the recording of a PILOT Mortgage (such savings, the �MRT 
Savings�).  Upon assignment, splitting or spreading of any PILOT Mortgage or any portion thereof, a 
payment in an amount equal to the MRT Savings shall be due to Landlord. 

Mortgagee Right to Cure 

 In the event that Tenant shall have failed to cure any Default within the applicable notice and cure 
period, the Recognized Mortgagee most senior in lien shall have an additional ten (10) days in the case of 
a monetary Default, and an additional thirty (30) days in the case of a non-monetary Default to cure the 
same, subject to reasonable extension to the extent the applicable Default is not susceptible to cure within 
such thirty (30)-day period. 
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Exhibit A 
Glossary of Terms 

�Affiliate� means, with respect to any Person, any other Person that, directly or indirectly, 
Controls, is Controlled by or is under common ownership or Control with such Person or is a director, 
officer, general partner, member or manager of such Person or, with respect to an individual, has a 
relationship with such individual by blood, adoption or marriage not more remote than first cousin. 

�Arena Lease Agreement� or �Lease Agreement� or �Arena Lease� means the Agreement of 
Arena Lease, dated as of December 1, 2009, by and between the LDC and the Company, and all exhibits 
thereto and amendments, modifications and supplements thereof.  

�Arena Parking Declaration� means the Arena Parking Declaration dated ___, 2009, in which 
ESDC, in its capacity as fee owner of Block 1129 and a portion of the adjoining Pacific Street in Kings 
County, City and State of New York (the �Arena Parking Area�), has granted to itself (in its capacity as 
fee owner of the Premises) and Tenant an easement for the Arena Parking on such portions of the Arena 
Parking Area as shall be burdened from time to time by the Arena Parking Declaration, which Parking 
Area Declaration was recorded in the City Register; 

�Assignment� means the sale, exchange, assignment or other disposition, whether by operation of 
law or otherwise, of all or any portion of Tenant�s interest in this Lease or the leasehold estate created 
hereby. 

�BALLC� means Brooklyn Arena LLC, a Delaware limited liability company. 

�Bond Documents� means, collectively or individually, as the context so requires, the PILOT 
Bond Documents and Rental Bond Documents. 

�Business Day� means any day other than a Saturday or Sunday or any other day on which 
commercial banks in New York, New York are authorized or required by law to close. 

�Capital Improvements� means a change, alteration or addition to or replacement of all or any 
structural component or building or mechanical systems of the New Improvements following Substantial 
Completion. 

�Carlton Avenue Bridge� means the bridge situated, as of the date of this Agreement, at Carlton 
Avenue between Pacific Street and Atlantic Avenue, Borough of Brooklyn, City of New York, County of 
Kings, State of New York, having Bridge Identification Number (BIN) 2243290. 

�City� means The City of New York, a municipal corporation of the State of New York.   

�Code� means the Internal Revenue Code of 1986, as amended, including the regulations 
thereunder.   

�Commencement Agreement� means the Commencement Agreement dated the Closing Date 
with respect to the Series 2009 PILOT Bonds, among the Issuer, ESDC, the City, Atlantic Yards 
Development Company, LLC, AYDC Interim Developer, LLC, the Arena Developer, ArenaCo, Atlantic 
Rail Yards, LLC, The Bank of New York Mellon, in its capacity as Infrastructure Trustee, the PILOT 
Trustee, the PILOT Bond Trustee, New Jersey Basketball, LLC, the Metropolitan Transportation 
Authority, The Long Island Rail Road Company, New York City Transit Authority, and the Document 
Agent. 
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�Commencement of Construction� shall, with respect to the Arena, be deemed to have 
commenced on the later of (i) the date the Completion Guaranty has been executed and delivered to the 
Landlord; (ii) Tenant has paid the Rental Payments required to be paid in accordance with Section 3.3 
hereof; (iii) the proceeds of the Bonds are available for disbursement in connection with the performance 
of the Construction Work; and (iv) commencement of the excavation of the foundations for the Arena has 
occurred on the Premises. 

�Condemnation Restoration� means, there is a Taking of a portion of the Arena Project, the 
restoration of the Arena Project not so taken so that the remaining portion of the Arena Project shall be as 
nearly as possible to the quality, utility and class of the Arena Project existing immediately prior to such 
Taking (using materials, equipment and construction techniques which are common at the time of the 
Taking). 

�Contractor� means any Person (other than a Construction Manager) performing Construction 
Work under the Operative Agreements. 

�Control� and �Controlled� means any one or more of the economic, equitable or beneficial 
ownership of 50% or more of a Person and/or the power, exercisable jointly or severally, to manage and 
direct a Person through the direct, indirect, or beneficial ownership of partnership interests, membership 
interests, stock, trust powers, or other beneficial interests and/or management or voting rights. 

�Declaration� means the Declaration dated ___, 2009 by Landlord encumbering a portion of the 
Project Site. 

�ESDC� or �Corporation� means the New York State Urban Development Corporation, doing 
business as Empire State Development Corporation, a public benefit corporation of the State of New 
York.   

�Federal Prohibited Person� means any Person identified on the OFAC List or any other Person 
with whom a Person may not conduct business or transactions by prohibition of Federal law or executive 
order of the President of the United States. 

�Governmental Authority� means the United States of America, the State of New York, the City 
and any agency, department, corporation, commission, board, bureau, instrumentality or political 
subdivision of any of the foregoing (with the exception of ESDC or Landlord to the extent either is acting 
in its proprietary capacity as a party to this Lease or the Ground Lease or as owner of the Arena Project), 
now existing or hereafter created, having or exercising jurisdiction over the Arena Project or any portion 
of any of the foregoing including, without limitation, jurisdiction over the administration or enforcement 
of any Environmental Laws.  �Governmental Authorities� has a correlative meaning. 

�Ground Lease� or �Arena Ground Lease� means that certain Ground Lease Agreement, dated as 
of December 1, 2009, between the Corporation, as Landlord and the LDC, as Tenant, and all exhibits 
thereto, and amendments, modifications and supplements thereof. 

�Home Games� means each of the Team�s scheduled or rescheduled professional basketball 
games during an NBA Season in which the Team is designated as the home team, regardless of whether 
such games are scheduled to be played at the Arena or elsewhere. 

�Interest Rate� means a rate equal to the lesser of (a) three (3) percentage points over the Prime 
Rate or (b) the maximum rate permitted by applicable law. 
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�Jones Act� means Section 27 of the Merchant Marine Act of 1920, as amended. 

�Lease Year� means the twelve (12) calendar month period commencing on the first January 1 
following the Commencement Date and on each anniversary thereof, and in the case of the calendar years 
in which the Term shall commence and expire, so much of such calendar years as shall fall within the 
Term. 

�Nationally Recognized Bond Counsel� means Mintz, Levin, Cohn, Ferris, Glovsky and Popeo 
P.C., or other law firm having at least three (3) attorneys specializing in public finance and whose public 
financing attorneys cumulatively have at least fifteen (15) years experience in representing public 
instrumentalities and municipalities in the issuance of bonds and notes in at least three (3) states. 

�NBA� shall mean the National Basketball Association, an unincorporated association. 

"NBA Consent Letter" means the letter dated the date of the Arena Lease between the National 
Basketball Association, ESDC, Landlord, LLC, PILOT Bond Trustee, PILOT Trustee, Tenant, BALLC 
and NSE. 

�NBA Season� means an NBA Regular Season, together with any playoff or championship 
games in which the Team is scheduled to participate after the conclusion of such NBA Regular Season. 

�Non-Relocation Agreement� means that certain Non-Relocation Agreement dated as of 
December 1, 2009 by and among the City, ESDC, the LDC and the Team LLC, and amendments, 
modifications and supplements thereof.  

�NSE� means Nets Sports & Entertainment, LLC, a Delaware limited liability company. 

�Obligations� means covenants to pay Charges, Impositions and other sums payable hereunder 
and perform acts or fulfill obligations hereunder, as applicable, and all of the other covenants, 
agreements, terms, conditions, limitations, exceptions and reservations contained in the Arena Lease 
Agreement and the schedules and exhibits attached hereto that are to be performed, observed or complied 
with by Landlord or Tenant.  The terms �Tenant�s Obligations� and �Landlord�s Obligations�, and words 
or phrases of like import, mean the Obligations contained in the Arena Lease Agreement which are 
imposed upon and are to be performed, observed or complied with by Tenant or by Landlord, as the case 
may be. 

�Officer�s Certificate� means a certificate executed by a Qualified Certifying Party. 

�Permitted Encumbrances� means the Declaration, PILOT Mortgages, Rental Mortgages DEP 
Easement, the Transit Improvement Easement, any and all encumbrances, easements, covenants, 
restrictions, mortgages, exceptions, reservations, conditions of title and other matters affecting the 
Landlord�s or ESDC�s interest in the Arena Project on the Commencement Date, or any and all other 
encumbrances, easements, covenants, restrictions, mortgages, exceptions, reservations, conditions of title 
and other matters affecting the Landlord�s or ESDC�s interest in the Arena Project expressly agreed to by 
the Tenant in writing, or as otherwise permitted by the terms of the Arena Lease Agreement. 

�Person� means (a) an individual, corporation, limited liability company, partnership, joint 
venture, estate, trust, unincorporated association or other entity, (b) any Governmental Authority, and (c) 
any fiduciary acting in such capacity on behalf of any of the foregoing. 
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�PILOT Agreement� means that certain Payment-in-Lieu-of Tax Agreement (Arena) dated as of 
December 1, 2009 among the LDC, the Company, the Corporation and the City.  

�PILOT Assignment� means that certain PILOT Assignment and Escrow Agreement (Arena) 
dated as of December 1 2009 among the Corporation, the LDC, the PILOT Bond Trustee, the City and the 
PILOT Trustee.  

�PILOT Mortgages� or �Leasehold PILOT Mortgages� means, collectively, the Leasehold 
PILOT Mortgages dated as of December 1, 2009 granted by the Company to the Corporation and any and 
all amendments thereof and supplements thereto hereafter made in conformity therewith and herewith.   

�Rental Payments� means the rental payments as defined under the Lease Agreement. 

�Substantial Completion Date� means the date on which Landlord receives (a) with respect to the 
Arena, (i) true copies of the temporary or permanent certificate(s) of occupancy for the Arena and (ii) an 
Officer�s Certificate from a Qualified Certifying Party of Tenant certifying that (A) the National 
Basketball Association has approved the Arena as satisfying its minimum arena standards and ready for 
use for Home Games, (B) the Arena has been substantially completed accordance with the Plans and 
Specifications, (C) the National Basketball Association has determined that the Arena is ready for the 
Team to play its Home Games, and (D) the Arena Parking is available for use by the general public in 
accordance with the Guidelines and Requirements and all applicable Legal Requirements and Insurance 
Requirements, (b) with respect to all portions of the New Improvements other than the Arena, (i) true 
copies of the temporary or permanent certificate(s) of occupancy for all portions of such New 
Improvements, and (ii) a certification from the Architect, the Approved Engineer or a Qualified 
Certifying Party of Tenant that the construction of such portions of the New Improvements have been 
completed substantially in accordance with the requirements of the Arena Lease Agreement, the 
Guidelines and Requirements, Insurance Requirements and all applicable Legal Requirements, and (c) in 
each of (a) and (b) above, certificates of insurance evidencing the insurance required to be maintained by 
Tenant pursuant to the Arena Lease Agreement. 

�Subway Entrance� means the subway entrance to be constructed for entry to the Atlantic 
Avenue/Pacific Street subway lines located on the Premises, is completed in accordance with all 
applicable Legal Requirements and Project Documents, and is in a location, design and construction 
satisfactory to the MTA. 

�Taxes� means the real property taxes assessed and levied against the Arena Project or any part 
thereof (or, if the Premises or any part thereof or the owner or occupant thereof is exempt from such real 
property taxes then the real property taxes assessed and which would be levied if not for such exemption), 
pursuant to the provisions of Chapter 58 of the Charter of New York City and Title 11, Chapter 2 of the 
Administrative Code of New York City, as the same may now or hereafter be amended, or any statute or 
ordinance in lieu thereof in whole or in part. 

�Team� or �Nets� means the professional basketball team, currently known as the �New Jersey 
Nets�, organized and operated by Team LLC to play in the professional basketball league operated by the 
NBA. 

�Team Events� means (a) Home Games; (b) the Team�s practice and training activities; (c) 
promotional or community outreach activities involving basketball or basketball related-events, such as 
youth basketball clinics and autograph sessions; (d) entertainment programs or activities that occur during 
or immediately prior to or immediately after Home Games and (e) any activities relating to any sponsor or 
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potential sponsor, any basketball-related activities, including any �all-star� games, and basketball-related 
community or promotional events of any kind. 

�Transfer� means any assignment, transfer, conveyance, mortgage, pledge or Sublease of any 
portion of Tenant�s interest in this Lease, the leasehold estate created hereby or any direct or indirect 
interest in Tenant, whether voluntarily, involuntarily, by operation of law or otherwise and whether 
resulting from a single transaction, a series of related transactions or otherwise.  A Transfer shall not 
include any Equity Interest Disposition, Assignment or Sublease permitted in accordance with the 
provisions of this Lease.   

�USL&H Act� means United States Longshoremen�s and. Harbor Workers� Compensation Act, 
as amended. 
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APPENDIX H 

SUMMARY OF THE PILOT BONDS PARTIAL LEASE ASSIGNMENT  

The following is a brief summary of certain provisions of the Partial Lease Assignment (the 
�PILOT Bonds Partial Lease Assignment�).  This summary does not purport to be comprehensive or 
complete, and reference is made to the PILOT Bonds Partial Lease Assignment for full and complete 
statements of such and all provisions. All capitalized terms used herein and not otherwise defined herein 
shall have the meanings assigned thereto in �APPENDIX C - CERTAIN DEFINITIONS.� 

For value received, the LDC absolutely and unconditionally assigns, pledges, transfers, conveys 
and sets over to the PILOT Bond Trustee, and grants to the PILOT Bond Trustee a continuing security 
interest in, all of the LDC�s right, title and interest in and to the representations, warranties and covenants 
of Company contained in those provisions of the Arena Lease summarized in Appendix G of this Official 
Statement under the captions �Construction Agreements,� �Landlord�s Right to Perform,� �Tenant 
Representations and Warranties and �Covenants of Tenant� (collectively, the �Assigned Arena Lease 
Covenants�), it being intended by the LDC that the PILOT Bonds Partial Lease Assignment constitutes a 
present, absolute assignment and not an assignment for additional security only. 

The PILOT Bond Trustee shall have no obligation, duty or liability under the Arena Lease, except 
as specifically set forth in the PILOT Bonds Partial Lease Assignment and accepted by the PILOT Bond 
Trustee pursuant to the Acceptance thereof, nor shall the PILOT Bond Trustee be required or obligated in 
any manner to fulfill or perform any obligation, covenant, term or condition of the LDC under the Arena 
Lease. 

The LDC irrevocably constitutes and appoints the PILOT Bond Trustee its true and lawful agent 
and attorney-in-fact in the PILOT Bonds Partial Lease Assignment, with full power of substitution, in the 
name of the LDC or the PILOT Bond Trustee or otherwise, for the use and benefit of the PILOT Bond 
Trustee, (a) to exercise and enforce any and all claims, options, powers, rights and remedies of the LDC 
under or arising out of the Assigned Arena Lease Covenants, and (b) generally to sell, assign, transfer, 
pledge, make any agreement with respect to and otherwise deal in and with any and all of such claims, 
options, powers, rights and remedies of the LDC under or arising out of the Assigned Arena Lease 
Covenants, as fully and completely as though the PILOT Bond Trustee were the absolute owner thereof 
for all purposes and at such times and in such manner as may seem to the PILOT Bond Trustee to be 
necessary or advisable in its absolute discretion. 

The LDC ratifies and confirms the Arena Lease and represents and warrants to the PILOT Bond 
Trustee that (a) the Arena Lease is in full force and effect, (b) the LDC is not in default under the Arena 
Lease, (c) to the best of the LDC�s knowledge, Company is not in default under the Arena Lease, and 
(d) the LDC has not assigned or pledged, and covenants that it will not assign or pledge, so long as the 
PILOT Bonds Partial Lease Assignment shall remain in effect, the whole or any part of the claims, 
options, powers, rights or remedies assigned to the PILOT Bond Trustee thereunder to anyone other than 
the PILOT Bond Trustee. 

The PILOT Bonds Partial Lease Assignment shall be binding upon the LDC and its successors 
and assigns and shall inure to the benefit of the PILOT Bond Trustee and its successors and assigns, as  
PILOT Bond Trustee for the benefit of the Holders of the PILOT Bonds. 
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APPENDIX I 

SUMMARY OF THE NETS LICENSE AGREEMENT 

The following is a brief summary of certain provisions of the Nets License Agreement.  This 
summary does not purport to be comprehensive or complete, and reference is made to the Nets License 
Agreement for full and complete statements of such and all provisions.  All capitalized terms used herein 
and not otherwise defined herein shall have the meanings assigned thereto in APPENDIX C - �CERTAIN 
DEFINITIONS.� 

The Arena 

Under the Nets License Agreement, ArenaCo (each of ArenaCo and New Jersey Basketball being 
sometimes referred to herein as a �Party� or together as the �Parties�) agrees to cause the Arena to be 
constructed unless the Non-Relocation Agreement is terminated based on a project abandonment or 
similar concept.  The Arena will have the following components: (1) the �Team Areas�, consisting of the 
Nets training facilities and New Jersey Basketball�s executive offices; (2) the �Common Areas� intended 
for the non-exclusive use of New Jersey Basketball and others, including, where applicable, the general 
public, consisting of: (i) seating bowl, consisting of an event floor and adjacent seating area containing 
seating for approximately 18,000 persons for basketball games, and related press and broadcasting 
facilities; (ii) outdoor plaza, entryways, stairs, elevators, escalators, concourses and passageways, through 
which New Jersey Basketball, its personnel and the general public shall pass to obtain access to the 
seating bowl or the Team Areas, as the case may be, that are not previously committed contractually by 
ArenaCo to sponsors, which New Jersey Basketball shall have the right to use such Common Areas on 
Home Dates for New Jersey Basketball and New Jersey Basketball Sponsor purposes such as marketing; 
(iii) scoreboard system, scoreboard control room, public address system, telescreens, LED signage, and 
other electronic and computer systems (including all necessary conduits, receptacles and ductwork 
necessary for the operation thereof) for use in the presentation of sporting events in the Arena; (iv) 80 
day-of-game parking spaces controlled by ArenaCo reserved for the use of New Jersey Basketball 
personnel and guests on Home Dates; (v) press room and press dining room; (vi) limited-access clubs 
(e.g., North Club and South Club) and restaurants; players� family lounge (including players� dining area 
therein); (vii) visiting basketball team locker room (and related shower, drying, grooming, and bathroom 
areas) and referees� locker room; and (viii) Practice Court; and (3) the �ArenaCo Areas�, consisting of all 
other areas of the Arena. 

Term 

The term of the Nets License Agreement (the �Term�) shall commence on the date (the 
�Commencement Date�) of the earlier of (a) the first Home Game of the first NBA season (or NBA 
exhibition/preseason season) following the date on which the Arena is Substantially Completed or (b) the 
first Home Game played at the Arena. 

Either Party may request that the Commencement Date occur during an NBA season, and the 
Parties agree to work together in good faith to accommodate each other if either Party makes such a 
request.  This agreement is conditioned on (i) the Arena being Substantially Completed, and (ii) the 
understanding that in no event shall New Jersey Basketball be required to breach any of its obligations 
pursuant to the Non-Relocation Agreement or to any entities in connection with its occupancy of the 
arena now known as IZOD Center in East Rutherford, New Jersey or any other arena in the State of New 
Jersey that New Jersey Basketball may occupy as it home arena for NBA games prior to the 
Commencement Date (but New Jersey Basketball shall be solely responsible for resolving any conflicts 
between such obligations). 
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The Nets License Agreement shall be effective as a binding contract upon the execution thereof 
by the Parties (subject to any escrow agreements entered into by the Parties with other parties with respect 
to the Nets License Agreement and other agreements pertaining to the financing and construction of the 
Arena) and the approval thereof by the NBA, notwithstanding that the Term may not have commenced.  
Notwithstanding the foregoing, New Jersey Basketball shall be permitted access to the Arena as early as 
is commercially reasonable (and so long as such access is not prohibited or impractical as a result of the 
scheduling of other events at the Arena) prior to the Commencement Date (at no additional charge to New 
Jersey Basketball other than the unallocated incremental cost, if any, to ArenaCo of allowing for such 
access, e.g., the cost of hiring security and other personnel to work during the time that such access is 
granted if such personnel were not already scheduled to work during that time, and the cost of any set-up, 
cleaning, and/or playing surface conversion which would not otherwise occur but for such access) for the 
purpose of conducting marketing events and other marketing purposes; and for installing fixtures, 
furnishings, and equipment in, and stocking and setting up �Team Areas�; and for conducting New Jersey 
Basketball practices to acclimate players, coaches, and other New Jersey Basketball personnel to the 
Arena�s playing conditions. 

The Term shall end on (a) the 37th anniversary of the Non-Relocation Agreement�s Effective 
Date (as defined in the Non-Relocation Agreement), or if such 37th anniversary occurs during an NBA 
season, then the Term shall end on the 90th day following the Home Date on which New Jersey 
Basketball plays its final game at the Arena in the NBA season during which such 37th anniversary 
occurs (the �37th Anniversary�); or (b) in accordance with the termination procedures set forth in the 
immediately following sentence, the date on which the Non-Relocation Agreement is terminated (or 
twelve months thereafter) on account of all Public Financing (as such term is defined in the Non-
Relocation Agreement) issued in connection with the Project (as such term is defined in the Non-
Relocation Agreement) having been indefeasibly paid or otherwise satisfied in full, but in no event earlier 
than the 30th anniversary of the Non-Relocation Agreement�s Effective Date (such effective date of 
termination being hereinafter referred to as the �Satisfaction of Public Financing�) (as more particularly 
described in the Non-Relocation Agreement), or if the Satisfaction of Public Financing occurs during an 
NBA season, then the Satisfaction of Public Financing shall be deemed to have occurred for the purposes 
of the Nets License Agreement on the 90th day following the Home Date on which New Jersey 
Basketball plays its final game at the Arena in the NBA season during which the Satisfaction of Public 
Financing occurs.  If the Satisfaction of Public Financing occurs prior to the 37th Anniversary, New 
Jersey Basketball shall have the option to terminate the Nets License Agreement effective upon either (i) 
the Satisfaction of Public Financing, or (ii) the first Anniversary of the Satisfaction of Public Financing 
(but in no event later than the 37th Anniversary), by providing written notice thereof to ArenaCo within 
45 days of notice by ArenaCo to New Jersey Basketball of the date that the Public Financing shall be 
indefeasibly paid or otherwise satisfied in full (the �Payoff Date�).  ArenaCo shall serve such notice of 
the Payoff Date no later than five business days following the date upon which ArenaCo determines the 
Payoff Date.  If New Jersey Basketball does not exercise its right to terminate the Nets License 
Agreement on account of a Satisfaction of Public Financing as described in this paragraph, the Nets 
License Agreement shall terminate in accordance with clause (a) of this paragraph or on such other date 
to which the Term is extended or on which the Term terminates as provided elsewhere in the Nets 
License Agreement, including without limitation the provisions described under Construction of Arena 
and Casualty and Condemnation. 
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License Fee 

New Jersey Basketball shall pay to ArenaCo a license fee (the �License Fee�) in the amount 
calculated as follows: 

The greater of: 

(a) The sum (the �Base Year Minimum License Fee�) of $6,500,000 (the �Basic 
License Fee�) plus $626,000 (the �Ancillary Facilities License Fee�) for the first full NBA season 
of the Term (and if the Commencement Date shall occur during an NBA season and New Jersey 
Basketball plays any Home Games or Playoff Games at the Arena during that NBA season, the 
portion of the Base Year Minimum License Fee attributable to and payable for that partial NBA 
season will be calculated by multiplying the Base Year Minimum License Fee by the fraction 
whose numerator is the aggregate number of Home Games and Playoff Games played by New 
Jersey Basketball at the Arena during that NBA season and whose denominator is the total 
number of Home Games and Playoff Games played by New Jersey Basketball at all arenas during 
said NBA season), which amount shall be increased as of October 1 prior to the commencement 
of the first full NBA season following the first NBA season in which New Jersey Basketball plays 
more than 50% of its regular season Home Games at the Arena (said first NBA season in which 
New Jersey Basketball plays more than 50% of its regular season Home Games at the Arena 
being hereinafter referred to as the �Base Year�), and each subsequent October 1, by the lesser of: 

(i) 3% multiplied by the aggregate of the (x) Base Year Minimum License 
Fee, plus (y) the amount of all previous increases pursuant to paragraph (a) above; or 

(ii) the Base Year Minimum License Fee multiplied by the percentage 
increase in the average monthly Consumer Price Index (specifically the Consumer Price 
Index All Items for All Urban Consumers (CPI-U, 1982-4=100) published by the Bureau 
of Labor Statistics of the U.S. Department of Labor), for the preceding 12 calendar 
months (i.e., October through September) over the average monthly Consumer Price 
Index for the 12 month period ending on the September 30 occurring immediately prior 
to the commencement of the Base Year.  In no event shall any adjustment or adjustments 
pursuant to this clause (ii) reduce the License Fee to an amount less than the amount 
which actually was or would have been payable pursuant to this paragraph (a) for the 
immediately preceding full NBA season; or 

(b) The sum of the Ancillary Facilities License Fee (as same is increased pursuant to 
paragraphs (a)(i) or (ii) above) plus 10% of Net Ticket Revenue for each NBA season (including 
pre-season) for Team�s games played at the Arena on each Home Date. 

The methodology used to establish (and thus the definition of) �Net Ticket Revenue� shall be 
equivalent to the regular season net gate receipts and playoff net gate receipt NBA team reporting 
methodology, respectively, under League Rules, but in no event shall �Net Ticket Revenue� include any 
revenue from the sale of Suite Tickets or any other revenue paid pursuant to any �Suite License 
Agreements�.  The regular season net gate receipts reporting methodology set forth above shall also apply 
to exhibition and pre-season Home Games played at the Arena.  Without limiting the foregoing, �Net 
Ticket Revenue� shall include revenue from the sale of tickets to special non-game events hosted by New 
Jersey Basketball for which New Jersey Basketball does not pay a separate fee to ArenaCo. See Tickets 
for further clarification of the definition of �Net Ticket Revenue� as it pertains to certain specific revenue 
sources. 
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For the Base Year (and for any partial NBA season in which the Commencement Date occurs and 
which is not a Base Year), New Jersey Basketball shall pay on account of the License Fee one-eighth of 
the Base Year Minimum License Fee per month (said monthly amount being hereinafter referred to as the 
�Minimum Monthly License Fee�) in advance on the first day of each calendar month beginning on 
October 1 of (or on the October 1 immediately in advance of) the first full NBA season of the Term (or 
the first day of such other calendar month in such partial NBA season during which the Commencement 
Date occurs) through and including the next succeeding May 1.  The Minimum Monthly License Fee 
shall be pro-rated for any partial calendar month at the commencement or end of the Term.  On or before 
the later of July 15 or the first day of the first calendar month following the date of the last Home Game 
or Playoff Game (if any) played by New Jersey Basketball at the Arena for that NBA season (including 
pre-season), New Jersey Basketball shall furnish ArenaCo with a statement of that NBA season�s Net 
Ticket Revenue (the �Annual Ticket Revenue Statement�), broken down in such detail as ArenaCo shall 
reasonably require, along with payment of any balance of the License Fee that may be due ArenaCo on 
account thereof.  For each NBA season following the Base Year, the amount of the Minimum Monthly 
License Fee shall be re-calculated based on the amount paid monthly on account of the License Fee for 
the previous NBA season as increased pursuant to paragraph (a) above.  Moreover, if New Jersey 
Basketball owes a License Fee balance in excess of $1,000,000 on account of any NBA season�s Net 
Ticket Revenue, then the Parties shall negotiate in good faith as to (a) such further increase in the 
Minimum Monthly License Fee (the �Additional Estimated License Fee�) which may be appropriate for 
the following 12-month period, after giving due consideration to all relevant circumstances raised by the 
Parties, but such Additional Estimated License Fee shall be subject to refund by ArenaCo to New Jersey 
Basketball of any overpayment as evidenced by the Annual Ticket Revenue Statement for the respective 
NBA season; and (b) the amount of any Additional Estimated License Fee which shall be carried over in 
succeeding NBA seasons to the extent appropriate after giving due consideration to all relevant 
circumstances raised by the Parties, but which shall be subject to refund by ArenaCo to New Jersey 
Basketball of any overpayment as evidenced by the Annual Ticket Revenue Statement for the respective 
NBA season. 

Construction of Arena 

Except as specifically set forth below in this paragraph as to New Jersey Basketball�s termination 
right, New Jersey Basketball is not entitled to any remedy or relief, whether by way of damages, credit, 
rebate, off-set, deferral, reduction or abatement of any amounts payable under the Nets License 
Agreement or otherwise, or to any relief from its obligations under the Nets License Agreement or 
otherwise by reason of the Arena not being Substantially Completed by any specific date or for any 
failure of ArenaCo to construct the Arena in accordance with plans and specifications or otherwise to 
New Jersey Basketball�s satisfaction.  �Substantially Completed� means the completion of the Arena as 
evidenced by the issuance of a permanent or temporary certificate of occupancy permitting substantially 
full use, operation and occupancy of the Arena by New Jersey Basketball.  Notwithstanding the 
foregoing, the Nets License Agreement shall automatically terminate if and when the Non-Relocation 
Agreement is terminated based on a project abandonment or similar concept. 

Use of Arena by New Jersey Basketball and ArenaCo 

New Jersey Basketball�s Use 

Under the Nets License Agreement, ArenaCo grants New Jersey Basketball, and New Jersey 
Basketball accepts from ArenaCo, a license for the following rights of use and possession of the Arena 
during the Term, upon the terms and conditions set forth in the Nets License Agreement. 
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On each date on which a Home Game or a Playoff Game is scheduled (a �Home Date�), from 
9:00 A.M. on those days on which either no other event is scheduled for the Arena or on which a Nets 
game is scheduled to begin prior to another event in the Arena on the same day, until as early as 
practicable but not later than 1.5 hours after the completion of such Home Game or Playoff Game, New 
Jersey Basketball and its personnel, guests and invitees (including holders of tickets of admission to the 
Arena, holders of press and media credentials, and visiting team personnel) shall be entitled to the 
exclusive possession and use of the Common Areas, subject to ArenaCo�s use rights described below, for 
the purpose of playing professional basketball games in the League and the exhibition thereof and for no 
other purpose, live and over radio and television and other forms of electronic media. 

On such Home Dates as a Nets game is scheduled to begin following another event in the Arena 
on the same day, New Jersey Basketball�s access to the Arena shall begin 2 hours prior to such Nets 
game�s scheduled tip-off, but such access may be limited to Team Areas, in which event ArenaCo shall 
use best reasonable efforts to provide exclusive possession and use of the Common Areas (as described in 
the preceding sentence) as early as practicable. 

�Home Game� shall mean a game played by New Jersey Basketball included in the regular 
season or exhibition/preseason season basketball games of the League, where New Jersey Basketball (and 
not the opposing team) has the right to designate the location of such game, but shall not include Playoff 
Games.  �Playoff Game� shall mean a game played after the end of the League�s regular season as part of 
its championship tournament, for which New Jersey Basketball must qualify based on its regular season 
record, where New Jersey Basketball (and not the opposing team) has the right to designate the location 
of such game. 

In addition to the foregoing, New Jersey Basketball shall have the right to use the Common Areas 
on days and at times other than as set forth above for the purpose of hosting special events, subject to 
availability based on Arena events previously scheduled by ArenaCo.  ArenaCo shall have the right to 
charge New Jersey Basketball a reasonable, market-based fee (a �Special Event Fee�), giving due 
consideration to New Jersey Basketball�s status as an �anchor tenant� of the Arena as well as the amount 
which ArenaCo could reasonably expect to receive from a third party for the reservation and use of the 
Arena for a similar event on the same date and at the same time, to reserve the Arena for any special event 
to be held on a non-Home Date, or at a time other than any reserved for New Jersey Basketball on a 
Home Date, which is more than 45 days following the date on which New Jersey Basketball requests 
ArenaCo to so reserve the Arena.  Any dispute regarding the amount of a Special Event Fee shall be 
settled by arbitration. The Parties shall negotiate in good faith to allow New Jersey Basketball to host pre-
game and post-game events, at no charge to New Jersey Basketball, on such Home Dates on which no 
other Arena events are either scheduled or would otherwise conflict (e.g., because of set-up or 
breakdown) with such proposed pre-game and/or post-game events. 

During all periods for which New Jersey Basketball and ArenaCo have scheduled a practice in 
the Practice Court or main basketball playing area of the Arena, New Jersey Basketball shall have the 
exclusive possession of those components of the Common Areas (including the Practice Court, for 
practices conducted therein) which are necessary for a Nets practice, for the purpose of conducting such 
practice. 

At all times during the Term, New Jersey Basketball is entitled to the exclusive use and 
possession of the Team Areas (except for any office reception area used in common with other tenants or 
licensees having offices at the Arena), subject to such reasonable limitations as may be dictated by other 
events in the Arena or as may be reasonably required by ArenaCo to perform maintenance and repairs to 
the Arena, for the purpose of operating a professional basketball team in the League and for any and all 
uses reasonably related thereto, together with nonexclusive rights of ingress and egress on, over and 
through the Arena to the Team Areas. 
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The Nets License Agreement is to be construed as a grant of license by ArenaCo to New Jersey 
Basketball, and does not vest in New Jersey Basketball any ownership interest in the Arena or the 
property of ArenaCo, whether real or personal, tangible or intangible. 

ArenaCo�s Use 

New Jersey Basketball�s exclusive possession of the Common Areas on Home Dates shall be 
subject to the common use and occupancy thereof by (i) ArenaCo and its designees (including all holders 
of Suite Tickets and other invitees and contractors of ArenaCo as well as all agents and employees of any 
such invitees, including concessionaires and sponsors of ArenaCo) for the purpose of affording them 
access to any of the ArenaCo Areas and (ii) employees, agents and contractors of ArenaCo for the 
purpose of enabling ArenaCo to perform ArenaCo Services.  Except for Team Areas, ArenaCo reserves 
the right to use the Arena for itself, for the use of other licensees and for the use of others, during the 
times or periods New Jersey Basketball is not using or permitted to use the Arena and during Practice 
Periods to the extent such use does not interfere with New Jersey Basketball�s conduct of practice. 

ArenaCo and its agents and representatives, and any Superior Interest Holders, upon prior written 
notice to New Jersey Basketball (or without prior notice in the event of an emergency threatening health 
or safety) during the Term shall have the right to enter into and upon any and all parts of the Arena, 
including the Team Areas, for the purpose of examining the same for any legitimate reason related to the 
obligations of the Parties (or which may affect the interests of any Superior Interest Holders, as the case 
may be). 

Except as otherwise provided in the Nets License Agreement, New Jersey Basketball agrees that 
ArenaCo shall have the exclusive right to use, and retain the revenues derived from, the ArenaCo Areas. 

Scheduling 

New Jersey Basketball shall be entitled to schedule Practice Periods on the main Arena basketball 
court upon reasonable notice to ArenaCo, subject to the availability of the Arena for such purposes.  In no 
event shall New Jersey Basketball be entitled to schedule a Practice Period on the main Arena basketball 
court at a time when the occurrence thereof shall interfere with any other event such as, but not limited to, 
another sporting event, concert, circus or ice show, scheduled in the Arena.  ArenaCo shall use its 
commercially reasonable efforts to coordinate the scheduling of all such events with New Jersey 
Basketball so as to accommodate the scheduling, on the main Arena basketball court, of Practice Periods 
and practice periods for visiting clubs on Home Dates as required by League Rules. 

With respect to scheduling of New Jersey Basketball practices on the Practice Court, ArenaCo 
acknowledges that, from the beginning of each NBA pre-season (i.e., when Nets players are first required 
to report to practice pursuant to League Rules), through the end of the later of the end of each NBA 
regular season or the last Nets game played in an NBA post-season, New Jersey Basketball shall have 
priority in scheduling New Jersey Basketball practices on the Practice Court (i.e., consistent with New 
Jersey Basketball practice schedules of other NBA teams).  New Jersey Basketball will endeavor to 
communicate its Practice Court scheduling needs to ArenaCo as far in advance as possible. 

Upon establishment of all Home Dates (other than for Playoff Games), ArenaCo shall be entitled 
to schedule other sporting events, concerts, circuses, ice shows and other events in the Arena, provided 
that (i) no such event shall relieve ArenaCo of its obligation to deliver the Common Areas to New Jersey 
Basketball in the condition described in ArenaCo Services by or before the time specified in Use of 
Arena by New Jersey Basketball and ArenaCo�New Jersey Basketball�s Use; (ii) such other events 
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shall be consistent with those of other first-class major-market arenas in the USA; and (iii) no event may 
be scheduled for a date on which a Playoff Game could be played at the Arena until New Jersey 
Basketball is mathematically eliminated from the League playoffs. 

Alterations 

During the Term, New Jersey Basketball may make non-structural alterations to the Team Areas 
(other than any common office reception area), provided that prior to the making thereof, the plans and 
specifications therefor and the identity of the contractors to perform such alterations shall be submitted to 
ArenaCo for ArenaCo�s approval, which approval shall not be unreasonably withheld.  Such alterations 
shall comply with all applicable laws, ordinances, orders and regulations, and the relevant provisions of 
the Arena Lease, and shall be completed in a good and workmanlike manner, using new materials or their 
equivalent, without unreasonable delay.  New Jersey Basketball shall also be responsible for making 
improvements to the Arena required from time to time in order to comply with League Rules, subject to 
the foregoing requirements.  The indemnifications described under Indemnifications shall be applicable 
to all such alterations. 

Manner of New Jersey Basketball�s Use; Mutual Estoppels 

At all times during the Term: 

(a) New Jersey Basketball shall use the Arena in accordance with all applicable 
laws, ordinances, and regulations, and the relevant provisions of the Arena Lease, and New Jersey 
Basketball shall be responsible for any costs of conforming its use of and operations in the Arena 
to such applicable laws, ordinances, and regulations; provided that New Jersey Basketball may 
contest the validity of any law, ordinance, or regulation so long as (i) it notifies ArenaCo prior to 
the commencement of such contest of its intention to contest, and (ii) such contest does not 
subject ArenaCo, the Arena, the Arena Landlord, or the Overlandlord to any lien, encumbrance, 
fine, or penalty of any kind or nature whatsoever.  In the event that ArenaCo reasonably 
determines that such contest subjects ArenaCo to the risk of any of the foregoing, New Jersey 
Basketball shall deposit reasonable security (as determined by ArenaCo in its sole discretion) 
with ArenaCo to protect against such risk; 

(b) New Jersey Basketball shall be subject to any reasonable rules and regulations 
and security procedures that ArenaCo imposes on the use of the Arena; 

(c) New Jersey Basketball shall not permit, by any act or omission of New Jersey 
Basketball, any lien or encumbrance to attach to the Arena or any of its components.  Any such 
liens shall be promptly discharged by New Jersey Basketball; provided, however, that ArenaCo 
may post security for or otherwise discharge any such liens and charge New Jersey Basketball the 
reasonable costs and expenses incurred therefor; provided, further, that New Jersey Basketball 
may contest any such lien in good faith so long as such contest does not affect ArenaCo�s interest 
in the Arena and New Jersey Basketball provides, upon request by ArenaCo, reasonable security 
for the discharge thereof and all interest and/or penalties applicable in the event such contest is 
unsuccessful; 

(d) New Jersey Basketball shall not do or suffer anything that will be or cause a 
violation of the Arena Lease or Non-Relocation Agreement, except as may be specifically 
provided by the terms of the Nets License Agreement (but which violation would not absolve 
New Jersey Basketball of liability or responsibility for the payment or performance of obligations 
pursuant to any remedies permitted under the Arena Lease or Non-Relocation Agreement on 
account of any such violation); and 
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(e) Either Party shall at any time and from time to time, upon not less than 10 days� 
prior written request from the other, execute, acknowledge, and deliver to the requesting Party, in 
a form reasonably satisfactory to the requesting Party and its actual or prospective lessor 
mortgagee, and/or purchaser (as the case may be), a written estoppel statement certifying (if true 
or, if not entirely true, to the extent true) that (if New Jersey Basketball is delivering the 
statement) New Jersey Basketball has accepted the Team Areas and has approved the condition of 
the Common Areas, that (if either Party is delivering the statement) the Nets License Agreement 
is unmodified and in full force and effect (or, if there have been modifications, that the same is in 
full force and effect as modified and stating the modifications), that (if true) the requesting Party 
is not in default under the Nets License Agreement, the date to which the rental and other charges 
have been paid in advance, if any, and such other accurate certifications as may reasonably be 
required by the requesting Party or its actual or proposed lessor, mortgagee, and/or purchaser (as 
the case may be), and agreeing to give copies to any lessor, mortgagee, and/or purchaser of the 
requesting Party of all notices by the stating Party to the requesting Party and agreeing to afford 
the requesting Party�s lessor, mortgagee, and/or purchaser a reasonable opportunity to cure any 
default of the requesting Party.  It is intended that any such statement delivered pursuant to this 
subsection 4.05(c) may be relied upon by any prospective purchaser, lessor, or mortgagee of the 
New Jersey Basketball or the Arena and their respective successors and assigns. 

Team Misuse 

New Jersey Basketball shall promptly reimburse ArenaCo for costs of repairs and maintenance 
necessitated by (a) uses by New Jersey Basketball not permitted by the provisions described under Use of 
Arena by New Jersey Basketball and ArenaCo�New Jersey Basketball�s Use, or (b) negligent or 
willful acts of New Jersey Basketball, visiting teams, or their respective employees, agents, or contractors 
(collectively, �Team Misuse�). 

Surrender 

At the time the Nets License Agreement terminates, whether by expiration of the Term or by 
early termination, New Jersey Basketball shall promptly vacate the Arena under the direction of and in 
the manner reasonably approved by ArenaCo, and shall surrender all of its keys, access cards, and other 
credentials and access items for the Arena to ArenaCo, and shall inform ArenaCo of all combinations on 
all of its locks, safes, and vaults, if any, in the Arena.  Without limiting the foregoing, New Jersey 
Basketball shall not remove any alterations, leasehold improvements, or other property (other than 
personal property not affixed or attached to the Arena or any elements thereof) from the Arena unless 
permitted or directed to do so by ArenaCo, and New Jersey Basketball shall promptly repair any damage 
caused by such removal. Any personal property of New Jersey Basketball which shall remain in the 
Arena after the expiration of the Term or sooner termination thereof and the removal of New Jersey 
Basketball may, at the option of ArenaCo, be deemed to have been abandoned, and either may be retained 
by ArenaCo as its property, or shall be disposed of by New Jersey Basketball if requested by ArenaCo, or 
may be disposed of in such manner as ArenaCo may see fit. 

Tickets 

Ticket Prices 

Except as otherwise described, New Jersey Basketball shall have absolute discretion in 
determining the ticket prices for admission to the Arena for all Home Games and Playoff Games.  
However, in no event shall New Jersey Basketball issue complimentary tickets representing more than 
15% of the Arena�s aggregate seating and standing room capacity for any game played on a Home Date.  
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In the event that New Jersey Basketball exceeds this 15% limit on the number of allowable 
complimentary tickets for a particular game, the value of such excess tickets shall be included in Net 
Ticket Revenue.  For the purpose of Net Ticket Revenue calculations, the value of each such excess ticket 
attributable to a particular game shall be deemed to be the lowest priced ticket available for that game.   

Ticket Revenues 

New Jersey Basketball shall have the exclusive right to all revenues, net of any taxes and ticket 
agent commissions, from the sale of tickets for admission to the Arena for all Home Games and Playoff 
Games (and for special events hosted by New Jersey Basketball), subject to New Jersey Basketball�s 
obligation to pay the License Fee to ArenaCo.  Notwithstanding the foregoing, (a) New Jersey Basketball 
shall be entitled to retain 100% of personal seat license fees or similar charges for the transferable right to 
purchase one or more Nets season tickets (other than fees from Suite License Agreements), which shall 
not be includible in Net Ticket Revenue nor be subject to the payment to ArenaCo of a License Fee 
thereon; and (b) there shall be, as mutually agreed upon by the Parties in good faith, a reasonable 
allocation of revenue as between Net Ticket Revenue and Concessions revenue (based on retail prices for 
Concessions) with regard to the sale of so-called �all-inclusive� tickets that entitle the bearer to both 
admission to the Arena (for Home Games, Playoff Games, and other ticketed Nets events at the Arena) 
and (ii) some amount of Concessions, e.g., food and/or beverages, at no extra charge or at a reduced price, 
as part of such admission. 

Ticket-holder Privileges to Purchase Tickets to Other Arena Events 

In accordance with clause (a) of Tickets�Ticket Revenues, New Jersey Basketball may grant 
privileges to certain classes of ticket-buyers (e.g., club seat season ticket-holders and personal seat license 
holders) to purchase tickets to other events held in the Arena (in addition to tickets for Home Games and 
Playoff Games).  However, to the extent that New Jersey Basketball exercises this right, ArenaCo must 
use reasonable efforts to honor such privileges, subject to applicable law, ticket availability, and promoter 
rights, by offering tickets for such events to such ticket-buyers on a �first offer� basis for a reasonable, 
specified period of time (beginning on or about the date on which said tickets are first offered for sale to 
any other classes of ticket-buyers) for the same seats that such ticket-buyers are entitled to use at Home 
Games (as the case may be) (or, if such seats are unavailable for a particular Arena event, then for those 
available seats that are as reasonably close as possible to those seats that such ticket-buyers are entitled to 
use at Home Games, as such available seat locations are decided by ArenaCo in its reasonable discretion), 
and at the same prices as such tickets would be offered for sale to the general public. 

Suite Tickets and Loge Box and Related Agreements 

The Parties anticipate that Suite licensees will pay license fees for the privilege of using the 
Suites and related amenities for all or substantially all of the Arena events, including Home Games and 
Playoff Games, or for only Home Games and Playoff Games, or for individual Arena events, or any 
combination of any of the foregoing events.  (The term �Suite� is defined as a luxury suite in the Arena 
bowl that shall be licensed to third parties pursuant to Suite License Agreements, and which shall either 
generally have a direct view of the Arena event floor or shall be a private area of the Arena on the Arena 
event level.)  In connection therewith, ArenaCo shall have the exclusive right to license the Suites, and 
the Parties� respective shares of the revenues from such licenses, along with all other terms and conditions 
of the sale of such licenses and appurtenant Arena admission tickets (each, a �Suite Ticket�) and other 
rights and obligations related to the sale of such licenses and the use and occupancy of such Suites, shall 
be governed by separate agreements entered into between ArenaCo and the purchasers (e.g., licensees) of 
Suite licenses (collectively, the �Suite License Agreements�).  ArenaCo shall have absolute discretion in 
determining the license fees to be charged for the Suites.  While the Parties acknowledge that the form of 
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Suite License Agreements and method for determining ArenaCo�s and New Jersey Basketball�s 
respective shares of the revenues from such licenses have been approved by the League, ArenaCo shall 
not have the right to amend any Suite License Agreements without New Jersey Basketball�s written 
approval with respect to any changes or amendments that would be adverse to New Jersey Basketball, nor 
shall ArenaCo have the right to apply to the League for approval of any changes to the form of any Suite 
License Agreements without New Jersey Basketball�s prior written consent thereto (not to be 
unreasonably withheld, delayed, or conditioned) with respect to any changes or amendments that would 
be adverse to New Jersey Basketball. 

New Jersey Basketball shall be obligated to issue admission tickets (including additional tickets 
purchased by Suite licensees in accordance with the Suite License Agreements) to Home Games and 
Playoff Games in accordance with the Suite License Agreements and in consideration of New Jersey 
Basketball�s right to receive its respective share of the revenues under said Suite License Agreements.  
ArenaCo shall be obligated to enforce any obligations of any Suite licensees whose breach would be 
illegal, in violation of League Rules, or otherwise harmful to New Jersey Basketball or other persons in 
the Arena (e.g., regarding the conduct of any activities in any Suite during a Home Game or Playoff 
Game). 

In addition, the Parties anticipate that Arena attendees will pay license fees for the privilege of 
using certain designated loge boxes (the �Loge Boxes�) and related amenities for all or substantially all of 
the Arena events, including Home Games and Playoff Games, or for only Home Games and Playoff 
Games, or for individual Arena events, or any combination of any of the foregoing events.  In connection 
therewith, ArenaCo shall have the exclusive right to license the Loge Boxes and ArenaCo shall have 
absolute discretion in determining the license fees to be paid for the Loge Boxes; provided, however, that 
New Jersey Basketball shall have the exclusive right to all revenues, net of any taxes and ticket agent 
commissions, from the sale of tickets for admission to the Loge Box seats for all Home Games and 
Playoff Games (and for special events hosted by New Jersey Basketball), subject to New Jersey 
Basketball�s obligation to pay the License Fee. 

Box Office; Ticket Printing 

ArenaCo shall operate and control all box office facilities in the Arena and will use such facilities 
for (among other things) the sale of tickets for Home Games and Playoff Games as New Jersey 
Basketball�s agent.  ArenaCo shall provide access to such Arena box office facilities to New Jersey 
Basketball and shall cooperate with New Jersey Basketball in connection with the sale of such tickets.  
All collections made by ArenaCo from sales of tickets for Home Games and Playoff Games shall be 
remitted to New Jersey Basketball, net of any taxes and ticket agent commissions, at such reasonable 
times or intervals upon which the Parties shall agree, or upon New Jersey Basketball�s request in each 
case, together with an itemized statement from ArenaCo indicating the number of tickets sold and the 
prices of such tickets.  Upon the request of either Party, the other Party shall agree to attend and 
cooperatively participate in reasonably periodic settlement conferences to review, discuss, and revise (as 
appropriate) the procedures for ticket sales and revenue collections, reporting, and remitting.  Such 
conferences shall be held at reasonable times, at the reasonable office location of the Party designated by 
the requesting Party, at the Arena. 

Except for the printing of tickets sold at or processed through Arena box office facilities (which 
shall be printed on ticket stock mutually agreed upon by the Parties), New Jersey Basketball shall be 
responsible for printing all tickets to New Jersey Basketball�s Home Games and Playoff Games, and New 
Jersey Basketball shall have the right to retain third parties to print same.   ArenaCo shall cooperate with 
New Jersey Basketball in connection with the printing of such tickets and ArenaCo shall have the right to 
approve the artwork of such tickets prior to printing.  Notwithstanding the foregoing, ArenaCo shall have 
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the right to print (or retain third parties to print) Suite Tickets, subject to the prior written approval thereof 
by New Jersey Basketball with respect to Suite Tickets for New Jersey Basketball�s Home Games and 
Playoff Games, which approval shall not be unreasonably withheld, delayed, or conditioned.  New Jersey 
Basketball shall have the right to require that all tickets to New Jersey Basketball�s Home Games and 
Playoff Games contain identifying information (e.g., date and time of the Home Game and other text and 
data furnished by New Jersey Basketball) reasonably required by New Jersey Basketball to comply with 
contractual obligations to third parties and League Rules, and to maintain compatibility with New Jersey 
Basketball�s record-keeping software and conventions. 

Concessions 

The term �Concessions� includes all sales in the Arena on any Home Date of food, beverages, 
merchandise, programs and other publications (e.g., from concession stands, kiosks, clubs, restaurants, 
etc.), but shall not include merchandise that bears the Nets� team name, logo(s), or other New Jersey 
Basketball intellectual property relating to the Nets, or any other NBA intellectual property, including 
without limitation any merchandise relating to or depicting (as the case may be) the NBA and/or any of 
its teams, players, and/or events (e.g., the NBA All-Star Game, the NBA Playoffs, and/or The Finals), or 
the logo(s) of any of the foregoing (collectively, �Non-Concession Merchandise�).  ArenaCo shall have 
the exclusive right to sell and retain all revenues from the sale of Concessions, which revenues may be net 
of sales taxes and commercially reasonable fees and other deductions permitted to be retained by arm�s-
length third party concessionaires.  New Jersey Basketball shall have the exclusive right to retain, and 
ArenaCo shall remit (or shall cause each third party which operates or leases any store (e.g., a Nets 
Identified Store), stand, kiosk, or other outlet selling Non-Concession Merchandise in the Arena  (a 
�Merchandise Concessionaire�) to remit) to New Jersey Basketball, all revenue from sales of Non-
Concession Merchandise (net of documented (i) sales taxes, (ii) product costs, (iii) other taxes to which 
ArenaCo is subject, (iv) reasonable labor costs, and (v) commercially reasonable commissions due by 
ArenaCo to third parties) from the Arena (�NCM Revenues�).  Each NCM Revenue payment shall be 
made on the first business day of each calendar month with respect to all such Non-Concession 
Merchandise sales made during the immediately preceding calendar month.  ArenaCo and any 
Merchandise Concessionaire, as applicable, shall be deemed an agent of New Jersey Basketball in 
connection with the collection by ArenaCo and/or any Merchandise Concessionaire of NCM Revenues. 

As long as (a) one or more Nets-related team store(s) (each, a �Nets Identified Store�) is operated 
in the Arena; (b) Non-Concession Merchandise is displayed in such areas designated for same and offered 
for sale in Nets Identified Stores at the prices designated for such Non-Concession Merchandise by New 
Jersey Basketball; and (c) Nets Identified Store(s) bear(s) the name �Nets� (or the then-current New 
Jersey Basketball name), e.g., �IZOD Nets Team Store�; then New Jersey Basketball shall pay to 
ArenaCo, the sum of $52,500.00 per month (the �Merchandising Fee�) in advance on the first day of each 
month beginning on October 1 of (or on the October 1 immediately in advance of) the first full NBA 
season of the Term (or the first day of such other calendar month in such partial NBA season during 
which the Term commences), through and including the next succeeding May 1, but no such payment 
shall be deemed to be late unless received by ArenaCo after the 5th day of the month in question.  The 
Merchandising Fee shall be recalculated and increased by 3% at the beginning of the first full NBA 
season following the Base Year and at the beginning of each subsequent NBA season thereafter.  The 
Merchandising Fee shall be pro-rated for any partial calendar month at the commencement or end of the 
Term. 

Under the Nets License Agreement, New Jersey Basketball licenses to ArenaCo the �NETS� 
name and logos (or other successor Team name as the case may be), on a royalty free basis, for the 
purposes of naming the Nets Identified Stores and otherwise for fulfillment of ArenaCo�s obligation 
under the Nets License Agreement; provided, however, that New Jersey Basketball shall have the right to 
reasonably approve the signage (including the design thereof) used for the name of the Nets Identified 
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Stores.  All use of the �NETS� name and logos (and any other New Jersey Basketball intellectual 
property) by or on behalf of ArenaCo shall inure exclusively to the benefit of New Jersey Basketball. 

The designated �flagship� Nets Identified Store (i.e., the largest Nets Identified Store) shall be 
open, at a minimum, during all normal retail hours and during Home Games and Playoff Games, and the 
other Nets Identified Stores shall be open, at a minimum, during Home Games and Playoff Games.  

ArenaCo has the right to enter into a contract or contracts with one or more concessionaires 
pursuant to which such concessionaire(s) (including without limitation Levy Premium Food Service 
Limited Partnership) shall conduct and manage the sale of Concessions. 

Advertising 

New Jersey Basketball�s Advertising 

New Jersey Basketball shall have the exclusive rights to sell and retain all revenues from (i) 
Courtside Advertising; (ii) advertising or other signage appearing on (1) Arena telescreens, (2) Arena 
electronic scoreboards, (3) Arena LED rings, (4) any part of the Arena spectator bowl through projection 
technology, and (5) Arena public address systems, to the extent that such advertising pertains specifically 
to the playing of, or is shown or displayed on Home Dates in connection with  Home Games or Playoff  
Games (and at other times at the Parties� mutual discretion); (iii) advertising appearing on New Jersey 
Basketball programs and tickets to Home Games and Playoff Games (other than advertising on tickets 
sold at or processed through Arena box office facilities); (iv) Nets game day promotions (e.g., �hat 
night�); (v) other sources typically controlled by NBA teams on home game days at a home arena; and 
(vi) a reasonable amount of time that ArenaCo shall be required to grant to New Jersey Basketball on the 
Arena�s outdoor electronic marquee and, without limiting any other New Jersey Basketball rights 
described in this paragraph, on the in-Arena television platform currently known as �Barclays Center 
Television� or �BCTV� (and within other in-Arena spectator media platforms) on a daily basis (as 
applicable) to promote (whether sponsored or not) New Jersey Basketball activities, upcoming Home 
Games and Playoff Games, and other upcoming non-game New Jersey Basketball events (collectively, 
�Team Advertising�). 

�Courtside Advertising� shall mean electronic, virtual, or static advertising or other signage 
displayed on Home Dates (in connection with Home Games and Playoff Games that appears inside the 
Arena spectator bowl on (A) seat back sleeves and other signage within the teams� bench areas (e.g., 
sports drink branded coolers, cups, squeeze bottles, and towels); (B)  the basketball playing floor; (C) the 
basketball stanchions; (D) the backboard spine; (E) the backboard base; (F) the scorer�s, press, or other 
tables immediately surrounding the basketball playing floor (e.g., courtside and baseline signage devices); 
(G) any moving or movable items (e.g., an indoor blimp); or (H) any other equipment, fixture or items by 
Team in the vicinity of the basketball playing floor not already covered by clauses (i) through (vi) of the 
preceding paragraph. 

Notwithstanding the foregoing, New Jersey Basketball acknowledges and agrees that its rights 
regarding any inventory or entitlements described in this section (including without limitation advertising 
on tickets to New Jersey Basketball�s games) shall be subject and subordinate to those rights granted to 
(x) the Arena Lease landlord, and (y) third parties by ArenaCo pursuant to any facility naming rights 
agreement pertaining to the Arena (i.e., the Amended and Restated Naming Rights Agreement dated 
January 17, 2007, by and among Brooklyn Arena, LLC (�BALLC�), New Jersey Basketball, and Barclays 
Services Corporation (�Barclays�), as amended by the First Amendment, dated as of November 4, 2008, 
and the Second Amendment, dated as of August 2, 2009 (the �Barclays Center NRA�)) and to which 
ArenaCo is a party  (together, the �Sponsorship Subordinations�), but ArenaCo shall allocate and pay (or 
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cause the appropriate third parties to pay) to New Jersey Basketball the higher of the following for any 
such inventory and entitlements co-opted by ArenaCo as a result of a facility naming rights agreement 
pertaining to the Arena: (1) the average of the top five highest values (per inventory category) set forth on 
the NBA�s then-applicable rate card; and (2) the amounts set forth on the Arena�s then-applicable rate 
card; or (3) in the absence of �(1)� or �(2)�, then-applicable market rates.  The Parties acknowledge that 
the Barclays Center NRA sets forth the fees to be paid by Barclays to New Jersey Basketball in 
consideration for, among other New Jersey Basketball-granted entitlements, the New Jersey Basketball 
Advertising to be granted by New Jersey Basketball to Barclays. 

Arena Advertising 

ArenaCo shall have the exclusive right to sell and retain the revenues from all Arena advertising 
and other Arena signage other than Team Advertising (�Non-Team Advertising�). 

Exclusive Advertising Arrangements 

Other than (i) the Sponsorship Subordinations, and (ii) any advertising or sponsorship agreements 
to which New Jersey Basketball on the one hand and BALLC or ArenaCo on the other are both parties,  
(x) ArenaCo may enter into category exclusive (or non-exclusive) agreements with respect to Non-Team 
Advertising and (y) New Jersey Basketball may enter into category exclusive (or non-exclusive) 
agreements with respect to Team Advertising (and, for the avoidance of doubt, New Jersey Basketball 
shall have the right to enter into agreements, whether category exclusive or non-exclusive, relating to the 
granting of rights not inclusive of advertising or signage within or upon the Arena (e.g., a sponsor�s right 
to associate with the Nets outside of the Arena in New Jersey Basketball�s local marketing area)). 

Database Communications 

To extent not prohibited by law or existing contractual prohibitions, and without limiting the 
provisions described under Indemnification, (a) ArenaCo agrees, on a periodic basis, to include 
notification of upcoming New Jersey Basketball events and Nets� games at the Arena, and New Jersey 
Basketball sponsor promotions, in ArenaCo�s customer communications from ArenaCo�s database, and 
(b) New Jersey Basketball agrees, on a periodic basis, to include programming of non- New Jersey 
Basketball Arena events and Arena sponsor promotions in New Jersey Basketball�s customer 
communications from New Jersey Basketball�s database. 

Broadcast Rights 

Subject to League Rules, New Jersey Basketball shall have the exclusive control of, and rights 
with respect to, all broadcasts and telecasts of each Home Game and Playoff Game by any means 
whatsoever (including, without limitation, radio; over the air, pay-per-view, and basic and pay cable 
television; and other forms of electronic media).  New Jersey Basketball shall be entitled to retain all 
revenues from the sale of such rights.  ArenaCo shall cooperate with New Jersey Basketball and furnish 
access for the producer(s) of such broadcasts and telecasts to such truck loading docks, camera positions, 
and other Arena facilities reasonably required for the production of such broadcasts and telecasts in 
accordance with League Rules.  Subject to League Rules and the rights of New Jersey Basketball set forth 
in the Nets License Agreement, ArenaCo shall similarly cooperate with and furnish access for broadcast 
and telecast producer(s) acting on behalf of all other duly authorized parties (e.g., opposing teams and the 
League) at such games. 
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ArenaCo shall maintain, or cause to be maintained, equipment and facilities and retain, or cause 
to be retained, personnel to produce in-house (i.e., viewable only on monitors located in the Arena) 
television broadcasts of Home Games and Playoff Games, and ArenaCo shall produce such telecasts of 
each Home Game and Playoff Game, in accordance with League Rules. 

ArenaCo Services 

During the Term, ArenaCo, at its sole cost and expense (except as otherwise expressly provided), 
shall provide the following services to New Jersey Basketball (�ArenaCo Services�): 

(a) Heating, ventilation, and air-conditioning which will cause the Arena to be 
maintained at temperatures customary for comparable facilities; 

(b) Subject to unavailability due to causes beyond ArenaCo�s reasonable control, 
utilities, including electricity, gas, hot and cold water, lighting, telephone and 
intercommunications equipment, elevators and escalators, customary for comparable facilities; 

(c) Lighting equipment and apparatus adequate for telecasts, without additional or 
supplemental lighting equipment or apparatus, in accordance with League Rules; 

(d) Maintenance and repair of the Arena and all of its components (including, for the 
avoidance of doubt, the Practice Court) in compliance with all applicable governmental laws, 
ordinances, and regulations and in clean and good condition, subject to ordinary wear and tear 
and damage by fire or other casualty, subject to New Jersey Basketball�s obligation to pay for 
maintenance and repairs necessitated by Team Misuse; 

(e) Year-round (but not necessarily 24/7) protection and security of the Arena, all its 
facilities and all property of New Jersey Basketball and New Jersey Basketball personnel located 
in the Arena; and security for New Jersey Basketball personnel and game attendees during Home 
Games and Playoff Games in accordance with League Rules; 

(f) Reasonable grounds maintenance and snow and ice removal, including, but not 
limited to, keeping sidewalks and other areas immediately surrounding the Arena in compliance 
with all applicable governmental laws, ordinances, and regulations and reasonably free of snow, 
ice, debris, dirt, litter, and trash; 

(g) Operation of box office facilities during reasonable business hours, and on Home 
Dates commencing at 10:00 A.M. and ending no earlier than the commencement of the third 
quarter of New Jersey Basketball�s game; 

(h) Set-up, cleaning, and conversion, to the reasonable standards required by New 
Jersey Basketball, of  the Arena and Practice Court playing surfaces necessitated by any Practice 
Period (whether on the Practice Court or the main Arena basketball court); 

(i) Procurement and set-up of main Arena basketball playing surface for New Jersey 
Basketball�s use on Home Dates, by or before the time specified in Use of Arena by New Jersey 
Basketball and ArenaCo�New Jersey Basketball�s Use, in accordance with League Rules and 
subject to New Jersey Basketball�s reasonable satisfaction, and maintain said surface (and the 
Practice Court surface) at all times in a first-class manner, and maintain all back-up equipment 
(e.g., duplicate basket, nets, and clocks) in accordance with League Rules; 
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(j) Without limiting the foregoing, day-of-game services on all Home Dates, as 
follows: 

(i) Operation of Concessions (for the avoidance of doubt, this clause (j)(i) 
shall not be deemed part of clause (j)(iii)); 

(ii) Operation of in-house broadcast production facilities in the Arena as set 
forth in Broadcast Rights; 

(iii) Retention, management, and supervision of day-of-game personnel 
necessary for preparing the Arena for, operating the Arena during and cleaning up the 
Arena after, a Home Date, including, but not limited to, security and crowd control 
personnel, medical, and emergency personnel, ushers, ticket sellers, ticket takers, 
telephone receptionists, in-house broadcast production personnel, control room (for 
scoreboard and electronic equipment) personnel, spotlight operators, electricians, 
maintenance and janitorial personnel and other necessary labor, but not including game 
officials, referees or timekeepers; 

(iv) Cleanup following Home Games and Playoff Games and conversion of 
the main Arena basketball playing surface as needed for other users of the Arena; 
provided, however, that the playing surface shall not be removed after a Home Date 
unless another event or a practice period of another sports team that plays at the Arena, or 
unless such maintenance as would require the removal of the playing surface, is 
scheduled at the Arena between such Home Date and the next Home Date, and, if there is 
such an intervening event, practice period, or maintenance, the playing surface shall not 
be removed until necessary to prepare the Arena for such intervening event, practice 
period, or maintenance; 

(v) Food service in New Jersey Basketball food service areas to New Jersey 
Basketball�s personnel and guests and in the press areas to the press and in other areas 
requested by New Jersey Basketball (collectively, �Back-of-House Food Service�) all of 
such food service to be provided upon the request of New Jersey Basketball and at New 
Jersey Basketball�s sole cost and expense.  The pricing and level of service for the Back-
of-House Food Service shall in be in accordance with the then-prevailing food and 
beverage concessionaire agreement of ArenaCo applicable to the Arena. At any time that 
ArenaCo elects to self-operate the Arena�s food and beverage function, ArenaCo agrees 
that its pricing to New Jersey Basketball shall be no less favorable to New Jersey 
Basketball than the pricing methodology set forth in the agreement between ArenaCo and 
the third party food and beverage provider that was in effect immediately prior to 
ArenaCo�s election to self-operate the Arena�s food and beverage function; and 

(vi) Maintenance of baskets and basket stanchions for the main Arena 
basketball court in the number and manner required by the League Rules, in clean and 
good working condition. 

 ; and 

(k) Operation of the Nets Identified Stores as set forth under �Concessions� herein. 
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ArenaCo shall perform ArenaCo Services and maintain the Arena (except for those obligations 
required to be performed by New Jersey Basketball) in a manner consistent with that of other first-class 
major-market arenas in the USA, and ArenaCo shall make reasonable efforts to minimize interference 
with New Jersey Basketball�s use of the Arena, and in no event shall ArenaCo materially interfere with 
New Jersey Basketball�s ability to conduct or broadcast Home Games or Playoff Games or New Jersey 
Basketball practices or materially reduce or interfere with New Jersey Basketball�s permitted use of the 
Arena or ingress thereto or egress therefrom.  Without limiting the foregoing, standards of quality and 
minimum levels of all ArenaCo Services, including staffing, shall be subject to League Rules and New 
Jersey Basketball�s reasonable satisfaction. 

Exclusivity Covenant 

New Jersey Basketball agrees that during the Term it will not (a) play any Home Games or 
Playoff Games in which New Jersey Basketball is the home team in any location other than the Arena, 
except as may be permitted pursuant to the Non-Relocation Agreement; or (b) transfer its NBA team 
operating rights to a location other than in accordance with the Non-Relocation Agreement and League 
Rules, or otherwise violate the Non-Relocation Agreement.  New Jersey Basketball acknowledges that 
any violation of the provisions described in this paragraph shall constitute a Major Default.  The Parties 
further agree that they shall not amend the provisions described in this paragraph without the consent of 
ESDC except to the extent required by League Rules. 

Casualty and Condemnation 

If any partial or total damage or destruction of the Arena caused by fire or other occurrence shall 
occur and the Arena is rendered untenantable in whole or in any material part, ArenaCo shall (unless 
ArenaCo terminates the Nets License Agreement as set forth below) apply all proceeds (less the actual 
cost, fees, and expenses, if any, incurred by ArenaCo in connection with adjustment of the loss) from 
insurance policies carried pursuant to the requirements of the Nets License Agreement and any other 
recoveries for loss to the Arena occasioned by the damage, destruction, or diminution of the Arena, 
subject to the requirements of any mortgagees and the Arena Landlord, to promptly restore, repair, 
replace, and rebuild the Arena as nearly as possible to its condition immediately prior to such damage or 
destruction.  Such restoration, repairs, replacements, rebuilding, or alterations shall be commenced 
promptly after receipt of the proceeds from insurance policies carried pursuant to the requirements of the 
Nets License Agreement and prosecuted with reasonable diligence, unavoidable delays beyond 
ArenaCo�s reasonable control excepted.  ArenaCo shall, upon request of New Jersey Basketball, apprise 
New Jersey Basketball of the progress and estimated date of completion of such restoration to the extent 
ArenaCo has knowledge thereof.  In the event of any inconsistency between ArenaCo�s restoration and 
rebuilding obligations pursuant to the Nets License Agreement and its corresponding obligations pursuant 
to the Arena Lease, said inconsistency shall be resolved in favor of ArenaCo�s obligations pursuant to the 
Arena Lease.  New Jersey Basketball will use commercially reasonable and diligent efforts to enforce its 
rights under the Nets License Agreement to require ArenaCo to use commercially reasonable and diligent 
efforts to restore, repair, replace, and rebuild the Arena.  During the period prior to completion of such 
work, New Jersey Basketball shall have the right to use an alternate site for its Home Games and Playoff 
Games.  If ArenaCo terminates the Arena Lease on account of a Casualty (as said term is defined in the 
Arena Lease), ArenaCo shall serve simultaneous notice of such termination upon New Jersey Basketball, 
whereupon either Party shall have the right to terminate the Nets License Agreement by notice served 
upon the other within 30 days of ArenaCo�s termination of the Arena Lease (and notice of termination 
thereof served upon New Jersey Basketball, as the case may be), and upon such termination the Nets 
License Agreement shall terminate on the same day on which the Arena Lease terminates. 
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In the event the Arena Lease shall be terminated due to a condemnation (a �Condemnation�), 
ArenaCo shall serve New Jersey Basketball with prompt notice of such termination and the Nets License 
Agreement shall terminate and be of no further force and effect as of the date of termination of the Arena 
Lease. 

New Jersey Basketball reserves the right to make a claim against the condemning body and/or the 
owner of the Arena site for an award of any damages sustained by New Jersey Basketball as a result of 
such Condemnation, provided such claim does not diminish the award received by ArenaCo and is 
permitted by the Arena Lease. 

If there shall be a Condemnation and the Nets License Agreement shall not terminate as a result 
thereof, ArenaCo shall as soon as practicable, subject to the requirements of any mortgagee and the Arena 
Landlord, (i) perform any and all work necessary to restore the Arena to a complete architectural unit 
suitable for New Jersey Basketball�s use in New Jersey Basketball�s reasonable judgment; and (ii) 
replace, in a manner acceptable to New Jersey Basketball, in its reasonable judgment, any portion of the 
Arena which is no longer available for the use.  During any period of untenantability caused by a 
Condemnation and any work related thereto, the rights and obligations of the Parties shall include the 
right to make arrangements for an alternate site for its Home Games and Playoff Games.  In the event of 
any inconsistency between ArenaCo�s restoration, replacement, and rebuilding obligations pursuant to the 
Nets License Agreement and its corresponding obligations pursuant to the Arena Lease, said 
inconsistency shall be resolved in favor of ArenaCo�s obligations pursuant to the Arena Lease. 

In the event of any temporary taking of the Arena, or any portion thereof, for public use, the Nets 
License Agreement shall not terminate by reason thereof, and the rights and obligations of the Parties 
shall continue in full force and effect except that: 

(a) New Jersey Basketball reserves the right to make a claim against the condemning 
body and/or the owner of the Arena site for an award of any damages sustained by New Jersey 
Basketball as a result of such temporary taking, provided such claim does not diminish the award 
received by ArenaCo and is permitted by the Arena Lease; 

(b) Upon the termination of such temporary taking ArenaCo shall, subject to the 
requirements of any mortgagee and the Arena Landlord, restore the Arena to its condition prior to 
such temporary taking (but in the event of any inconsistency between ArenaCo�s restoration and 
rebuilding obligations pursuant to the Nets License Agreement and its corresponding obligations 
pursuant to the Arena Lease, said inconsistency shall be resolved in favor of ArenaCo�s 
obligations pursuant to the Arena Lease);  

(c) During any period of a temporary taking, the rights and obligations of the Parties 
shall include the right to make arrangements for an alternate site for its Home Games and Playoff 
Games; and 

(d) New Jersey Basketball will use commercially reasonable and diligent efforts to 
enforce its rights under the Nets License Agreement to require ArenaCo to use commercially 
reasonable and diligent efforts to restore the Arena as aforesaid. 
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Indemnification 

General Indemnification 

Each Party shall indemnify, defend and hold harmless the other and its mortgagees, and each of 
their respective directors, officers, employees, agents, successors and assigns from any liability, loss, 
damages (whether actual, incidental, consequential, punitive or otherwise), cost or expense, including, 
without limitation, reasonable attorney�s fees and/or litigation expenses, with regard to any action, cause 
of action or claim of any nature whatsoever, which may be brought or made against or incurred by the 
indemnified Party or its mortgagees on account of loss or damage to any property or for bodily and 
personal injuries to or death of any person or persons, whether or not included within or covered by the 
insurance described in the Nets License Agreement, that may arise as a result of, or in any way related to, 
the indemnifying Party�s acts or omissions in the Arena (except to the extent caused by the indemnified 
Party�s negligence or misconduct), and each Party�s indemnity shall cover and include the acts or 
omissions of their respective contractors, agents, and employees. 

Multimedia Liability Indemnification 

New Jersey Basketball shall indemnify, defend and hold harmless ArenaCo and its mortgagees, 
and each of their respective directors, officers, employees, agents, successors and assigns from any 
liability, loss, damages (whether actual, incidental, consequential, punitive or otherwise), cost or expense, 
including, without limitation, reasonable attorney�s fees and/or litigation expenses, with respect to the 
following offenses that may arise as a result of, or in any way relate to New Jersey Basketball�s activities: 

(a) Invasion or infringement of the right of privacy or publicity, including the torts of 
intrusion upon seclusion, publication of private facts, false light, or misappropriation of name or 
likeness; 

(b) Outrage, infliction of emotional distress, or prima facie tort; 

(c) False arrest, detention, or imprisonment; 

(d) Trespass, wrongful entry or eviction, eavesdropping, or other invasion of the 
right of private occupancy; 

(e)  Copyright infringement, plagiarism, or misappropriation of property rights, 
information, or ideas; 

(f) Libel, slander or any other form of defamation or harm to the character or 
reputation of any person or entity; 

(g) Product disparagement, trade libel, dilution or infringement of title, slogan, 
trademark, trade name, service mark, or service name;  

(h) Negligence in connection with the content of any communication, including, but 
not limited to, any claim alleging harm to a person or entity who acted or failed to act in reliance 
upon such communication; or 
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(i) The publication, dissemination or release of any communication by any party 
with whom New Jersey Basketball has entered into a written, oral or implied-in-fact 
indemnification or hold harmless agreement regarding claims arising out of the publication, 
dissemination, or release of such communication. 

The indemnified Party agrees to serve the indemnifying Party with prompt written notice of any 
claims which could give rise to the indemnifying Party�s indemnity, and the indemnifying Party and its 
insurance carrier(s) shall have the right to defend such claims with counsel of their choosing.  The 
indemnified Party shall not settle any claim without the indemnifying Party�s prior written consent. 

Insurance and Subrogation 

New Jersey Basketball Insurance 

New Jersey Basketball shall, from and after the Commencement Date, maintain at its expense in 
force the following insurance: 

(a) Fire insurance for the full 100% of replacement cost of all of New Jersey 
Basketball�s equipment, improvements, and betterments owned by New Jersey Basketball, 
literary or musical material, and all other properties and materials owned, rented or brought onto 
the premises by New Jersey Basketball.  Coverage shall be on a risks of physical loss or damage 
peril basis including, but not limited to, explosion and resultant damage and sewer backup; 

(b) Commercial general liability insurance covering against bodily injury and 
property damage having a limit of $1,000,000 for each occurrence and a limit of $5,000,000 in 
the aggregate per year.  Coverages shall be in accordance with the ISO form or equivalent, for 
response to any occurrence in and about the Arena and covering New Jersey Basketball�s 
contractual liability for indemnification under the Nets License Agreement.  Such insurance shall 
include, but not be limited to, premises operations, products, completed operations, personal 
injury, advertising injury, independent contractors, bodily injury and broad form property 
damage, but only as respects the operations and ownership of New Jersey Basketball; 

(c) Automobile liability coverage for bodily injury and property damage with a 
combined single limit of $1,000,000; 

(d) Statutory worker�s compensation coverage; 

(e) Employer�s liability insurance with the following minimum limits: Bodily Injury 
by Accident - $1,000,000 each accident; Bodily Injury by Disease - $1,000,000 policy limit and 
$1,000,000 each employee; 

(f) Broad form Multimedia policy covering television and radio broadcasts with 
limits of no less than $5,000,000 per claim/$5,000,000 aggregate;  

(g) Umbrella or excess liability coverage, following the terms, conditions, and 
extensions of coverages, to apply over and above the primary coverages in subparagraphs (b) and 
(c) above, and the employer�s liability coverage in subparagraph (d) above in an amount not less 
than $2,000,000 per occurrence and in the aggregate; 
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(h) Disability insurance as required by the State of New York; and 

(i) Insurance for the risks described in Indemnification�Multimedia Liability 
Indemnification to the extent not covered by (A) the insurance described in subparagraph (f) 
above; or (B) any other insurance carried by New Jersey Basketball, and any insurance not 
covered above in this paragraph that may be required under the Arena Lease. 

The insurance referred to above, with the exception of worker�s compensation and employer�s 
liability coverage, shall name ArenaCo and its mortgagees and Arena Landlord, and each of their 
respective directors, officers, employees, agents, successors and assigns, and any other parties designated 
by ArenaCo, as additional insureds.  ArenaCo shall also have the right to require New Jersey Basketball, 
from time to time, to increase the scope and limits of any insurance coverage required to be carried so 
long as such increase is commercially reasonable under the circumstances. 

ArenaCo Insurance 

As long as the Arena Lease remains in effect and the then-current parties thereto are at arm�s 
length, ArenaCo shall keep and maintain, or cause to be kept and maintained, the insurance coverage with 
the liability limits specified in the Arena Lease.  At any time that the Arena Lease is no longer in effect or 
the then-current parties thereto are not at arm�s length (a �No-Lease Period�), ArenaCo shall keep and 
maintain, or cause to be kept or maintained, all coverage required of ArenaCo immediately prior to the 
commencement of the No-Lease Period.  Furthermore, during any No-Lease Period, New Jersey 
Basketball shall also have the right to require ArenaCo, from time to time, to increase the scope and limits 
of any insurance coverage required to be carried so long as such increase is commercially reasonable 
under the circumstances. 

Insurance Requirements 

Each Party shall at its own expense obtain and maintain, for such length of time as is necessary, 
policies of insurance written by an insurance carrier(s) reasonably acceptable to the other Party that is 
authorized to do business in New York State, rated A-/VII or better in the most current edition of A.M. 
Best�s Insurance Report (or if such report shall cease to be published, such comparable rating system as 
reasonably determined by the other Party, and in no event shall ArenaCo be required to have insurance 
written by insurers rated any better than the lowest rating permitted under the Arena Lease so long as 
same remains in effect and the then-current parties thereto are at arm�s length), and with deductible and 
self-insurance retention amounts that are not in excess of amounts which are commercially reasonable 
under the circumstances (except that in the event that any maximum deductible or self-insurance retention 
amounts are mandated either by law or, in ArenaCo�s case, by the Arena Lease so long as same remains 
in effect and the then-current parties thereto are at arm�s length, such mandated maximum amounts shall 
not be exceeded regardless of whether higher amounts may be commercially reasonable under the 
circumstances). 

All policies shall contain the provision that they not be cancelled unless the carrier(s) provides at 
least 30 days� written notice to the additional insureds described in Insurance and Subrogation�New 
Jersey Basketball Insurance (in the case of New Jersey Basketball�s insurance) or to New Jersey 
Basketball (in the case of ArenaCo�s insurance).  In the event of cancellation of any policies with respect 
to non-payment of any premium or premiums, the carrier(s) shall provide at least 10 days� advance 
written notice of same to such additional insureds or New Jersey Basketball, as the case may be. 
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In the event that either Party is in receipt of such notice of non-payment and/or cancellation, that 
Party shall have the right, but not the obligation, to pay for any commercially reasonable costs and 
expenses which shall be required to maintain or reinstate such insurance, and to charge the other Party for 
any and all expenses incurred in connection therewith. 

As of the date on which coverage is to be provided or the Commencement Date, but not later than 
15 days thereafter, each Party shall provide the other with the appropriate certificate(s) of insurance 
evidencing the required coverages.  For each consecutive year, each Party shall provide the appropriate 
evidence of insurance no later than 15 days after the policy(ies) have been renewed.  At the request of 
either Party, the other Party shall obtain, release, and forward duplicate original copies of any policy or 
policies for review by the requesting Party or its agent to determine if all insurance requirements have 
been met. 

Each Party shall include in each of its policies insuring against (a) loss, damage or destruction by 
fire or any other peril covering any property owned, borrowed, or in New Jersey Basketball�s care, 
custody, or control, or (b) injuries to any employee or agent of the insuring Party, a waiver of the 
insurance carrier(s) rights of subrogation against the other Party.  If such waiver is unobtainable from 
either Party�s insurance carrier(s), (i) an express agreement that such policy shall not be invalidated if the 
insuring Party waives or had waived the right of recovery against the other Party, or (ii) any other form of 
permission of release of the other Party shall be provided. 

Team Default 

The occurrence of any one or more of the following events shall constitute a �Team Default� by 
New Jersey Basketball under the Nets License Agreement: 

(a) Failure by New Jersey Basketball to timely pay any installment of the License 
Fee, or any other sum of money due ArenaCo pursuant to the Nets License Agreement if such 
failure shall continue for 30 days after notice thereof from ArenaCo to New Jersey Basketball; 

(b) Failure by New Jersey Basketball to maintain in good standing its membership in 
the League; 

(c) The levy upon or other execution or the attachment by legal process of the 
interest of New Jersey Basketball in the Arena, or the filing or creation of a lien in respect of such  
interest, which levy, attachment or lien shall not be released, discharged or bonded against within 
60 days from the date of such filing; 

(d) New Jersey Basketball admits in writing its inability to pay its debts as they 
mature, or makes an assignment for the benefit of creditors, or applies for or consents to the 
appointment of a trustee or receiver for New Jersey Basketball or for the major part of its 
property; 

(e) A trustee or receiver is appointed for New Jersey Basketball or for the major part 
of its property and is not discharged within 60 days after such appointment; 

(f) Bankruptcy, reorganization, arrangement, insolvency, or liquidation proceedings, 
or other proceedings for relief under any bankruptcy law, or similar law for the relief of debtors, 
are instituted by or against New Jersey Basketball, and, if instituted against New Jersey 
Basketball, are not dismissed within 60 days after such institution; 
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(g) Breach by New Jersey Basketball of the Exclusivity Covenant described above; 
and  

(h) Failure by New Jersey Basketball to observe or perform in any material respect 
any covenant, agreement, condition, or provision of the Nets License Agreement not otherwise 
specified if such failure shall continue for 30 days after notice thereof from ArenaCo to New 
Jersey Basketball; provided, however, that New Jersey Basketball shall not be in a Team Default 
with respect to matters that cannot reasonably be cured within 30 days so long as within 30 days 
after such notice New Jersey Basketball commences such cure and diligently and continuously 
proceeds to complete the same. 

If a Team Default occurs, ArenaCo shall have the following rights and remedies which shall be 
distinct, separate and, to the extent not mutually exclusive, cumulative: 

(a) ArenaCo may enforce the provisions of the Nets License Agreement and may 
enforce and protect the rights of ArenaCo by seeking specific performance of any covenant or 
agreement contained in the Nets License Agreement or the enforcement of any other appropriate 
legal or equitable remedy, including recovery of all moneys due or to become due from New 
Jersey Basketball under any provisions of the Nets License Agreement; 

(b) In the event of a Major Default, ArenaCo may terminate the Nets License 
Agreement and New Jersey Basketball�s right to possession and use of the Arena (�Team�s 
Rights�) or, without terminating the Nets License Agreement, terminate the Team�s Rights only, 
subject to ArenaCo�s right to take any such actions pursuant to the Arena Lease; 

(c) Upon any termination of the Nets License Agreement, whether by lapse of time 
or otherwise, or upon any termination of Team�s Rights without termination of the Nets License 
Agreement, New Jersey Basketball shall surrender possession and vacate the Arena and deliver 
possession thereof to ArenaCo, and New Jersey Basketball grants to ArenaCo full and free 
license to enter into and upon the Team Areas in such event with process of law, and to repossess 
ArenaCo of the Team Areas as of ArenaCo�s former estate and to expel or remove New Jersey 
Basketball and any others who may be occupying or be within the Team Areas and to remove any 
and all property therefrom using such force as may be necessary and lawful, without being 
deemed in any manner guilty of trespass, eviction or forcible entry or detainer, and without 
relinquishing any right given to ArenaCo under the Nets License Agreement or by operation of 
law; 

(d) If ArenaCo elects to terminate Team�s Rights without terminating the Nets 
License Agreement, ArenaCo may, at ArenaCo�s option, enter into the Team Areas, remove New 
Jersey Basketball�s signs and other evidences of tenancy, and take and hold possession thereof as 
in subparagraph (b) above, without such entry and possession terminating the Nets License 
Agreement or releasing New Jersey Basketball, in whole or part, from New Jersey Basketball�s 
obligations under the Nets License Agreement; 

(e) ArenaCo may enter New Jersey Basketball�s Areas, without such entry and 
possession terminating the Nets License Agreement or releasing New Jersey Basketball, in whole 
or in part, from New Jersey Basketball�s obligations under the Nets License Agreement, perform 
New Jersey Basketball�s obligations under the Nets License Agreement, and charge New Jersey 
Basketball the costs and expenses incurred by ArenaCo in satisfying New Jersey Basketball�s 
obligations under the Nets License Agreement; and 
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(f) If a Team Default occurs, ArenaCo shall be entitled to all reasonable costs, 
charges, expenses, and attorney�s fees incurred by ArenaCo in connection therewith. 

New Jersey Basketball acknowledges that in the event of a breach by New Jersey Basketball of 
the Exclusivity Covenant described above (a �Major Default�), ArenaCo will suffer monetary loss, 
including, but not limited to, the inability to obtain or retain revenues from Suites, the inability to sell 
food and beverage and other losses.  Accordingly, in addition to any and all other remedies provided for 
under the Nets License Agreement, in the event a Major Default occurs and ArenaCo elects not to 
terminate the Nets License Agreement or Team�s Rights, then ArenaCo shall be entitled to apply for an 
injunction against the continuation of the Major Default, and New Jersey Basketball agrees that such an 
injunction is an appropriate remedy, because it is unlikely that New Jersey Basketball will have the 
financial wherewithal to compensate ArenaCo for the financial losses which will be suffered in the event 
that such Major Default continues. 

ArenaCo shall simultaneously serve the League with copies of all notices of Team Defaults 
served upon New Jersey Basketball.  ArenaCo acknowledges and agrees that League shall have the same 
cure periods and cure rights as New Jersey Basketball, provided that League�s right to cure any Team 
Default shall be conditioned upon League assuming all of New Jersey Basketball�s obligations under the 
Nets License Agreement through the end of the then-current NBA season, including the NBA playoffs.  
Where no cure period is specified, the League shall have a reasonable cure period under the 
circumstances.  ArenaCo shall accept a cure of a Team Default by the League as if it were a cure by New 
Jersey Basketball. 

New Jersey Basketball on its own behalf and on behalf of any and all parties claiming through or 
under New Jersey Basketball, including creditors of all kinds, waives and surrenders all right and 
privilege which it might have under or by reason of any present or future law, to redeem the Arena or to 
have a continuance of the Nets License Agreement after being dispossessed or ejected therefrom by 
process of law or under the terms of the Nets License Agreement or after the termination of the Nets 
License Agreement.  The foregoing, however, is not intended to limit or waive any appeal rights which 
New Jersey Basketball may have under applicable law with regard to any judicial decisions against New 
Jersey Basketball. 

New Jersey Basketball shall not interpose, by consolidation of actions or otherwise, any 
counterclaims in a summary proceeding or in any action based on nonpayment by New Jersey Basketball 
of the License Fee, or any other charges due under the Nets License Agreement, other than compulsory 
counterclaims.  The foregoing, however, shall not prevent New Jersey Basketball from asserting any 
claims in a separate action or proceeding against ArenaCo, or from instituting a separate action for 
declaratory judgment or relief, as long as New Jersey Basketball does not move to consolidate any such 
separate action with any action brought by ArenaCo to recover possession of the Arena, or to recover any 
money due or to become due from New Jersey Basketball under the Nets License Agreement, or both. 

ArenaCo Default; Team�s Rights and Remedies 

The failure by ArenaCo to observe or perform in any material respect any covenant, agreement, 
condition, or provision of the Nets License Agreement to be kept, observed, or performed by ArenaCo, if 
such failure shall continue for 30 days after notice thereof from New Jersey Basketball to ArenaCo, shall 
constitute an �ArenaCo Default� by ArenaCo under the Nets License Agreement; provided, however, that 
ArenaCo shall not be in an ArenaCo Default with respect to matters that cannot reasonably be cured 
within 30 days so long as within 30 days after such notice ArenaCo commences such cure and diligently 
and continuously proceeds to complete the same.  New Jersey Basketball shall accept a cure of an 
ArenaCo Default by the holder of any Superior Interest or by any other party to the Non-Relocation 
Agreement as if it were a cure by ArenaCo. 
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If an ArenaCo Default occurs, including, without limitation, a default in the timely remittance to 
New Jersey Basketball of any sums of money due to New Jersey Basketball for Concessions or 
advertising, New Jersey Basketball may enforce the provisions of the Nets License Agreement and may 
enforce and protect the rights of New Jersey Basketball under the Nets License Agreement by seeking 
specific performance of any covenant or agreement contained in the Nets License Agreement, or the 
enforcement of any other appropriate legal or equitable remedy, including self-help (following notice, 
expiration of applicable cure period, and failure to cure) and recoupment from ArenaCo of the reasonable 
cost of curing any default on ArenaCo�s behalf (and the right to offset such cost, or any amounts due from 
ArenaCo pursuant to �Concessions� above or �Advertising � New Jersey Basketball�s Advertising� 
above, against the License Fee and/or Merchandising Fee to the extent not paid by ArenaCo within 30 
days following New Jersey Basketball�s demand therefor), and recovery of all moneys due or to become 
due from ArenaCo under any of the provisions of the Nets License Agreement.  Except as specifically 
provided in the Nets License Agreement, New Jersey Basketball shall not have the right to terminate the 
Nets License Agreement, even if an ArenaCo Default occurs. 

Assignment 

ArenaCo may assign the Nets License Agreement without the consent of New Jersey Basketball 
to either (a) a reputable arena operator pursuant to a separate agreement with such operator to operate the 
Arena, or (b) a purchaser of the Arena.  In addition, ArenaCo shall have the right to collaterally assign the 
Nets License Agreement to any holder of a Superior Interest to secure the payment and performance of 
ArenaCo�s obligations pursuant to such Superior Interest.  No such assignment shall relieve ArenaCo of 
any obligations under the Nets License Agreement except that an assignment to a purchaser of the Arena 
shall relieve ArenaCo of all obligations arising after the sale to said purchaser.  New Jersey Basketball 
shall not assign the Nets License Agreement or its rights under the Nets License Agreement, except with 
the prior written consent of ArenaCo, which consent may be withheld at the sole discretion of ArenaCo.  
Notwithstanding the foregoing, (i) New Jersey Basketball may assign its League membership and the 
Nets License Agreement to any person or entity in accordance with League Rules, provided such assignee 
assumes New Jersey Basketball�s obligations under the Nets License Agreement and agrees to be bound 
by the Nets License Agreement, and (ii) ArenaCo consents to (A) a collateral assignment of the Nets 
License Agreement by New Jersey Basketball pursuant to that certain Security Agreement dated as of 
December 9, 2005 (as amended, restated, supplemented, or otherwise modified from time to time) among 
New Jersey Basketball and JPMorgan Chase Bank N.A., as Collateral Agent, or (B) a collateral 
assignment to any successor New Jersey Basketball lender that has a security interest in substantially all 
of New Jersey Basketball�s assets.  Upon the assignment of the Nets License Agreement by New Jersey 
Basketball with the consent of ArenaCo, or to a person or entity where consent is not required (other than 
the foregoing collateral assignment), the liability of New Jersey Basketball shall cease with respect to 
liabilities accruing from and after such transfer. 

League Rules 

The Nets License Agreement is subject to League Rules and cannot be amended without the 
NBA�s approval, and New Jersey Basketball covenants to comply with League Rules in connection with 
the performance of its obligations under the Nets License Agreement.  In the event of any conflict 
between the Nets License Agreement and League Rules, League Rules shall control and govern in all 
respects and the performance of New Jersey Basketball�s obligations under the Nets License Agreement 
shall be excused to the extent they are prohibited by League Rules.  Notwithstanding the foregoing, this 
provision shall not operate to excuse New Jersey Basketball from complying with or liability for breach 
of the provisions of the Exclusivity Covenant by reason of the enactment of any League Rules and shall 
not affect ESDC�s remedies under the Non-Relocation Agreement.  New Jersey Basketball represents, as 
of the date of the Nets License Agreement, that no League Rule precludes such performance.  As used in 
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the Nets License Agreement, the term �League Rules� shall mean all of the mandates, rules, regulations, 
policies, bulletins, directives, memoranda, resolutions and agreements of the NBA (or its members 
generally), the other NBA Entities, their respective governing bodies (including, without limitation, the 
NBA Board of Governors and the committees thereof), and the NBA Commissioner generally applicable 
to members of the NBA, as they presently exist or as they may, from time to time, be entered into, created 
or amended, including, without limitation, the Constitution and By-Laws of the NBA, any collective 
bargaining agreement to which the NBA is a party, and all current and future television, radio and other 
agreements involving the telecast of NBA games.  �NBA Entities� means, collectively, the NBA, NBA 
Properties, Inc., NBA Media Ventures, LLC, NBA Development League Holdings, LLC, WNBA 
Holdings, LLC, any other entity formed generally by the NBA members and each direct and indirect 
subsidiary of any of the foregoing, and each of their respective successors and assigns.  The provisions 
described in this paragraph do not affect New Jersey Basketball�s indemnification obligations. 

Non-disturbance; Rights of Mortgage Lenders and Arena Landlord 

The  landlord under the Arena Lease (the �Arena Landlord�), its landlord under any superior 
lease (the �Overlandlord�), and each mortgagee or similar party named in any mortgage or similar 
instrument encumbering an interest in the Arena superior to that of ArenaCo (the Arena Lease, any 
superior lease, and each such mortgage and similar instrument being hereinafter collectively referred to as 
�Superior Interests�, and the holder of the Arena Landlord�s, Overlandlord�s, and mortgagee�s and similar 
party�s interest being hereinafter collectively referred to as �Superior Interest Holders�) shall agree in a 
commercially reasonable form of instrument that, if it succeeds to the interest of ArenaCo in the Arena by 
termination of the Superior Interest by any means, it will recognize the rights and interest of New Jersey 
Basketball under the Nets License Agreement to use and occupy the Arena if and so long as New Jersey 
Basketball is not in Team Default under the Nets License Agreement (which agreement may, at such 
Superior Interest Holder�s option, require attornment by New Jersey Basketball), in consideration of 
which the rights and interests of New Jersey Basketball to use and occupy the Arena shall be subject and 
subordinate to the Superior Interest and to any and all advances to be made thereunder, and to the interest 
thereon, and all renewals, replacements and extensions thereof.  The Superior Interest Holder may elect 
that, instead of making the Nets License Agreement subject and subordinate to its Superior Interest, the 
rights and interest of New Jersey Basketball under the Nets License Agreement shall have priority over 
the lien of the Superior Interest in question.  New Jersey Basketball agrees that it will, within 10 days 
after demand in writing, execute and deliver whatever reasonable instruments may be required, either to 
make the Nets License Agreement subject and subordinate to such a Superior Interest (subject to the 
Superior Interest Holder�s agreement as aforesaid to recognize the rights and interest of New Jersey 
Basketball under the Nets License Agreement to use and occupy the Arena if and so long as New Jersey 
Basketball is not in Default under the Nets License Agreement), or to give the Nets License Agreement 
priority over the lien of such Superior Interest, whichever alternative may be elected by the respective 
Superior Interest Holder.  If New Jersey Basketball fails to execute and deliver any such instrument, New 
Jersey Basketball makes, constitutes and irrevocably appoints ArenaCo as its attorney in fact, in its name, 
place and stead so to do. 

Mutual Exculpation 

New Jersey Basketball shall look only to ArenaCo�s property interest in the Arena, and ArenaCo 
shall look only to New Jersey Basketball�s interest in the Nets, for the satisfaction of remedies or for the 
collection of a judgment (or other judicial process) requiring the payment of money by either Party to the 
other in the event of any default under the Nets License Agreement, and no other property or assets of 
either Party or its partners, members, officers, directors, shareholders, or principals, disclosed or 
undisclosed, or the partners, members, officers, directors, shareholders, or principals, disclosed or 
undisclosed, of any entity which is a partner, shareholder, or member of the entity constituting either 
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Party, shall be subject to levy, execution, or other enforcement procedure for the satisfaction of either 
Party�s remedies under or with respect to the Nets License Agreement, the relationship of ArenaCo and 
New Jersey Basketball under the Nets License Agreement, or New Jersey Basketball�s use or occupancy 
of the Arena.  The terms �ArenaCo� and �New Jersey Basketball�, as used throughout the Nets License 
Agreement, shall be limited to mean and include only the owner or owners at the time in question of the 
Arena or the Nets, as the case may be.  Further, in the event of any transfer by either Party of its interest 
in the Nets License Agreement (except for a collateral assignment of either Party�s interest as set forth in 
Assignment), the applicable Party (and in the case of any subsequent transfers or conveyances, the then-
assignor), including each of its partners, members, beneficiaries, co-tenants, shareholders, and/or 
principals (as the case may be), shall be automatically freed and relieved, from and after the date of such 
transfer or conveyance, of all liability for the performance of any covenants and agreements on the part of 
that Party.  Any claim by either Party against the other or its successor under the Nets License Agreement 
will be satisfied solely out of the other Party�s (or its successor�s) interest in the Arena or the Nets, as the 
case may be, and neither Party will seek recovery against or out of any other assets of the other or its 
successor, and neither Party or its successor will have any liability or responsibility for any obligations 
under the Nets License Agreement that arise subsequent to any transfer of its interest in the Arena or 
Nets, as the case may be. 
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APPENDIX J 

SUMMARY OF THE NON-RELOCATION AGREEMENT 

The following is a brief summary of certain provisions of the Non-Relocation Agreement.  This 
summary does not purport to be comprehensive or complete, and reference is made to the Non-Relocation 
Agreement for full and complete statements of such and all provisions.  All capitalized terms used herein 
and not otherwise defined herein shall have the meanings assigned thereto in the Glossary of Terms 
attached hereto as Exhibit A and made a part hereof.  All capitalized terms used herein and not defined 
herein and not defined in Exhibit A hereto shall have the meanings assigned thereto in APPENDIX C �
�CERTAIN DEFINITIONS.� 

Principal Covenants 

Non-Relocation 

Requirement to Play.   

From the First Season Commencement Date through the expiration or earlier termination of the 
Term and subject only to the exceptions described in this paragraph and ��Force Majeure, Casualty, 
Temporary Taking, etc.�, New Jersey Basketball shall cause the Team to play all of its Home Games in 
the Arena during each NBA Season or part thereof; provided, however, that New Jersey Basketball shall 
have the right to cause the Team to play in an Alternate Venue (a) any number of pre-season Home 
Games, (b) up to two (2) Home Games during any NBA Regular Season and (c) subject to the limitations 
set forth in this paragraph, any number of post-season Home Games in any NBA Season so long as, 
except as otherwise provided under NBA Rules and Regulations applicable generally to all NBA 
Members which are intended to deal with the different number of home games played by opposing teams 
in a post-season series, the Team's opponent in any post-season series shall be scheduled to play an equal 
or greater number of its Home Games in such series outside of the city, municipality or similar local 
jurisdiction in which its NBA Regular Season home venue is located.  Furthermore, New Jersey 
Basketball may cause the Team to play its post-season Home Games in an Alternate Venue pursuant to 
clause (c) of this paragraph only if required by the NBA Rules and Regulations applicable generally to all 
NBA Members; it being agreed, for the avoidance of any doubt, that the Team shall not have the right to 
elect or otherwise voluntary decide to play its post-season Home Games in an Alternate Venue. 

Name.   

From the First Season Commencement Date through the expiration or earlier termination of the 
Term, New Jersey Basketball shall cause the Team to play all of its Home Games using a name that 
incorporates the words "New York" or "Brooklyn", unless otherwise agreed to in writing by ESDC. 

Relocation.   

From the First Season Commencement Date through the expiration or earlier termination of the 
Term, New Jersey Basketball shall not cause, nor permit to occur, any Relocation. 

No Adverse Action.   

From the Effective Date through the expiration or earlier termination of the Term, New Jersey 
Basketball will not (a) enter into or participate in any negotiations or discussions with third parties with 
respect to any agreement, legislation or financing that contemplates or would be reasonably likely to 
result in, any breach of the covenants described in the paragraphs entitled ��Requirement to Play�,� �
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Name� or ��Relocation�; provided, that this clause (a) shall not prevent New Jersey Basketball from 
engaging in discussions with the NBA or one or more NBA Entities for purposes of advising the NBA or 
the NBA Entities of New Jersey Basketball's obligations under the Non-Relocation Agreement; or (b) 
apply for or seek approval from any Person, including the NBA or any NBA Entity, with respect to any 
agreement, legislation or financing that contemplates or would be reasonably likely to result in, any 
breach of the covenants described in the paragraphs entitled ��Requirement to Play�,� �Name� or ��
Relocation�.  The foregoing sentence shall not be interpreted to prohibit New Jersey Basketball from (i) 
entering into negotiations during the Term, or for contracting during such period, in each case for the 
Team to play in an Alternate Venue (x) any number of pre-season Home Games, (y) up to two (2) Home 
Games during any NBA Regular Season or (z) subject to compliance with, and satisfaction of the 
conditions set forth in, ��Requirement to Play� (c) above, any number of post-season Home Games in 
any NBA Season, or (ii) prior to the First Season Commencement Date, entering into negotiations, or for 
contracting during such period, for the Team to play its Home Games in a location other than the Arena 
following the occurrence and during the continuation of a Temporary Relocation, or (iii) entering into 
negotiations during the Term, or for contracting during such period, in each case for the relocation of the 
Team after the expiration of the Term. 

Force Majeure; Casualty; Temporary Taking, etc.   

If following the First Season Commencement Date an event of Force Majeure, a Casualty or a 
Temporary Taking renders the Arena not reasonably fit for use for Home Games in accordance with the 
NBA Rules and Regulations, then the Team may play Home Games in a location other than the Arena, 
but only during the period of time that such event of Force Majeure, Casualty or Temporary Taking 
continues; provided that (a) New Jersey Basketball promptly provides written notice to the City, ESDC 
and the Issuer of such event of Force Majeure, Casualty or Temporary Taking, which written notice shall, 
as soon as practicable, identify the event and the resulting condition and number of days and Home 
Games expected or projected to be played elsewhere and shall describe in reasonable detail New Jersey 
Basketball's plan to address such event of Force Majeure, Casualty or Temporary Taking, (b) New Jersey 
Basketball provides written updates to the City, ESDC and the Issuer on at least a monthly basis until 
New Jersey Basketball recommences playing Home Games in the Arena, (c) New Jersey Basketball, in its 
capacity as licensee under the Nets License Agreement, uses commercially reasonable and diligent good 
faith efforts to enforce its rights under the Nets License Agreement to require the landlord thereunder to 
remediate or repair such event of Force Majeure or Casualty, and (d) the Team plays such Home Games 
in a location in one of the five boroughs of New York City, if a Substantially Equivalent Facility is 
available for such purpose.  In the event the tenant under the Arena Lease Agreement is not an Affiliate of 
New Jersey Basketball at the time in question, an event of Force Majeure that renders the Arena not 
reasonably fit for use for Home Games in accordance with the NBA Rules and Regulations shall only 
constitute an "event of Force Majeure" for the period of time that it would be reasonable to expect that the 
Arena would be placed back into a condition reasonably fit for use for Home Games in accordance with 
the NBA Rules and Regulations assuming that the tenant under the Arena Lease actually utilized diligent 
good faith efforts to cure the event or conditions giving rise to the event of Force Majeure 
notwithstanding any failure of such actual tenant to use such diligent good faith efforts.  New Jersey 
Basketball�s determination of whether an event of Force Majeure, a Casualty or a Temporary Taking has 
occurred shall be an issue of fact which ESDC, the City and the Issuer shall have the right to dispute or 
otherwise contest. 

Notwithstanding anything described in the Non-Relocation Agreement to the contrary, New 
Jersey Basketball shall not be in breach, nor deemed to be in breach, of the covenants described in the 
paragraphs ��Requirement to Play� or ��Relocation� if the Team is not playing Home Games at the 
Arena on or after the First Season Commencement Date (a) in accordance with the proviso in ��
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Requirement to Play� or (b) as a result of an NBA-wide referee or players work-stoppage, slowdown, 
walkout or lockout; provided that the Team is not playing Home Games elsewhere during any such period 
of work-stoppage, slowdown, walkout or lockout. 

Continuous Operation 

New Jersey Basketball covenants in favor of the City, ESDC and the Issuer that from the 
Effective Date and until the expiration of the Term (except for clause (e) of this paragraph, which shall be 
effective from and after the first anniversary of the First Season Commencement Date), New Jersey 
Basketball shall: (a) maintain and continuously operate the Team as a Member of the NBA; (b) hold, 
maintain and defend the right of the Team to play professional basketball as a Member of the NBA; (c) 
not take or fail to take any steps or actions, or acquiesce in the occurrence of any event or action, that 
could result in the termination or forfeiture of the Team or New Jersey Basketball's Membership in the 
NBA; (d) not resign as a Member of NBA; and (e) maintain the headquarters and principal place of 
business of New Jersey Basketball in one of the five boroughs of New York City. 

Transfer; Assumption and Agreement to be Bound; Covered Pledge  

Transfer. 

(a) From the Effective Date through the expiration of the Term, so long as no Relocation has 
occurred, and subject to approval by the NBA, New Jersey Basketball may (i) sell, transfer, assign or 
otherwise dispose of any of its interest in the Team, or (ii) permit the sale, transfer, assignment or other 
disposition of any interests in New Jersey Basketball, in each case, whether by sale, assignment, merger, 
operation of law or otherwise (each, a "Transfer"), only upon the conditions that any sale, transfer, 
assignment or other disposition, whether to one or to a group of Persons complies with ��Assumption 
and Agreement to be Bound�.  

(b) Notwithstanding clause (a)(ii) above, New Jersey Basketball may permit the Transfer up 
to an aggregate of forty-nine percent (49%) of the interests in New Jersey Basketball without compliance 
with the requirements of ��Assumption and Agreement to be Bound� so long as: (i) such Transfer is 
made in compliance with (A) all NBA Rules and Regulations and (B) the applicable terms and conditions 
of (1) the Arena Lease Agreement and (2) the Nets License Agreement; (ii) at least thirty (30) days prior 
written notice of such Transfer is given to the City, ESDC and the Issuer; (iii) no Threatened Material 
Breach or Event of Default shall have occurred and be continuing on the date the notice required by 
clause (b)(ii) is given to the City, ESDC and the Issuer and on the closing date for such proposed 
Transfer; (iv) the proposed Transferee(s) is not or are not, as applicable, Prohibited Persons, and after 
giving effect to the proposed Transfer New Jersey Basketball is not a Prohibited Person; (v) no change in 
Control over the day-to-day operations and management of the Team has, will or may, as a consequence 
of such Transfer, occur; (vi) the proposed Transfer, when aggregated with all prior Transfers, does not 
exceed forty-nine percent (49%) of the interests in New Jersey Basketball, and (vii) in connection with 
the consummation of the proposed Transfer, New Jersey Basketball delivers written certification to the 
City, ESDC and the Issuer that the conditions set forth in this clause (b) have been satisfied.  Any 
Transfer in violation of this clause (b) and not otherwise in compliance with ��Assumption and 
Agreement to be Bound� shall be void ab initio.  For the avoidance of doubt, this clause (b) only allows 
for limited Transfers of interests in New Jersey Basketball without compliance with ��Assumption and 
Agreement to be Bound� below.  No Transfer of the Team or any ownership interest therein (other than 
the transfer of equity of New Jersey Basketball permitted pursuant to this clause (b)) shall be permitted 
without compliance with the covenants described in the paragraph ��Assumption and Agreement to be 
Bound� below. 
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Assumption and Agreement to be Bound. 

(a) At least ten (10) Business Days following the earlier of (i) the date a definitive agreement 
is entered into for any Transfer, or (ii) an application seeking the approval of the Transfer is delivered to 
the NBA, New Jersey Basketball shall deliver to each of the City, ESDC and the Issuer written notice of 
such proposed Transfer, which notice shall include the expected date of completion thereof, the name and, 
if not a natural person, state of formation of each purchaser, assignee or other transferee (each, a 
"Transferee") and a description of the interest being transferred to each and the method of transfer to each 
Transferee. 

(b) At least ten (10) Business Days prior to the date of consummation of any Transfer, New 
Jersey Basketball shall deliver to each of the City, ESDC and the Issuer, the Assumption and Agreement 
to be Bound, to be executed by the Transferee(s) at the time of consummation of such Transfer, in the 
form attached to the Non-Relocation Agreement (an �Assumption Agreement�).  Such Assumption 
Agreement shall be executed by the Transferee(s) prior to the consummation of the Transfer and upon 
execution thereof New Jersey Basketball shall promptly deliver an originally executed counterpart of such 
executed agreement to each of the City, ESDC and the Issuer.  Nothing in the Non-Relocation Agreement 
shall restrict New Jersey Basketball's ability to redact the financial or other material terms of any 
documents (other than the notice of Transfer required by paragraph (a) above and the Assumption 
Agreement) which it may deliver to the City, ESDC or the Issuer in connection with any Transfer. 

(c) If the Substantial Completion of the Arena has not occurred on or prior to the proposed 
effective date of the Transfer, New Jersey Basketball shall deliver to ESDC, at least ten (10) Business 
Days prior to the date of consummation of such Transfer, evidence reasonably satisfactory to ESDC that 
(i) the proposed Transferee can satisfactorily complete the development and construction of the Arena or 
that such proposed Transferee has retained Forest City Enterprises, Inc. and its Affiliates to complete the 
development and construction of the Arena (on terms and conditions reasonably satisfactory to ESDC), 
and (ii) all other conditions and/or requirements for the transfer of the Team set forth in the Arena Lease 
Agreement have been (or will, upon the effective date of such Transfer, be) satisfied. 

(d) Upon receipt by the City, ESDC and the Issuer of an originally executed counterpart of 
an Assumption Agreement completed, executed and delivered by the Transferee(s) and provided (i) New 
Jersey Basketball will have no direct or indirect interest of any nature (whether fixed or contingent, as an 
equity holder, lender, holder of debt, or otherwise) in New Jersey Basketball or Team following the 
Transfer, (ii) that no event of default, Material Breach or Threatened Material Breach shall have occurred 
and be continuing (or facts or circumstances giving rise to the foregoing then being in existence) and (iii) 
ESDC, the City and the Issuer are reasonably satisfied with the credit and financial condition of the 
proposed Transferee, New Jersey Basketball shall execute and deliver to the City, ESDC and the Issuer 
and the City, ESDC and the Issuer shall execute and deliver to New Jersey Basketball, a release (the 
"Release"); provided, however, that the City, ESDC and the Issuer shall have no obligation to deliver the 
Release in connection with any Transfer that results in a Prohibited Person having any interest in the 
Team or New Jersey Basketball. 

Covered Pledge. 

(a) Any pledge, lien, security interest, hypothecation, or similar conditional assignment of 
the Team or a controlling interest therein given to secure indebtedness for borrowed money or a guarantee 
of indebtedness for borrowed money is referred to as a "Covered Pledge".  In the absence of a specific 
intent to use a Covered Pledge to effect a Relocation, the making of a Covered Pledge is deemed not to be 
a Transfer for purposes of this �Covered Pledge� section. 
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(b) New Jersey Basketball shall not grant or permit to exist any Covered Pledge, unless the 
documents and other instruments implementing the Covered Pledge expressly provide, and the pledgee 
agrees in writing for the intended third-party benefit of the City, ESDC, the Issuer, and their respective 
successors and assigns that the pledgee will be liable to the City, ESDC, the Issuer and their respective 
successors and assigns to the extent provided in paragraph (c) below. 

(c) ESDC, the City and the Issuer agree that a pledgee under a Covered Pledge (together with 
the holder of the obligations secured by such Covered Pledge, if different, the "Pledge Parties") shall not 
have any liability to any Person for the breach by any Person of any provision of the Non-Relocation 
Agreement or any provisions of the documentation implementing such Covered Pledge that are expressed 
to be for the third party benefit of the City, ESDC or the Issuer unless and until:  

i. such Pledge Party shall have obtained, either itself 
or through an entity controlled by such Pledge Party together with other 
Pledge Parties (collectively, the �Pledge Transferee�) through or in 
connection with a foreclosure of or the exercise of remedies with respect 
to such Covered Pledge, title to the membership rights of the Team in the 
NBA (enabling the Team to play in the NBA) and the power to Transfer 
all of such rights without the consent of any other Person (other than one 
or more Pledge Transferees or the NBA pursuant to the NBA Rules and 
Regulations), in which event such Pledge Transferee shall have the 
obligations of a Transferee hereunder, provided that the foregoing 
provisions of this clause (i) shall not apply if such title is obtained 
temporarily in connection with a substantially contemporaneous Transfer 
to a Transferee (but, for the avoidance of doubt, if such Transfer is a 
Controlled Transfer, the provisions of clause (ii) of this paragraph (c) 
shall apply thereto); or 

ii. such Pledge Party shall engage in a Controlled 
Transfer, provided that such Pledge Party shall not have any such 
liability so long as (A) such Pledge Party shall require, as a condition 
precedent to such Controlled Transfer, that the Transferee in such 
Controlled Transfer complete, execute and deliver to ESDC an 
Assumption Agreement, and (B) such Pledge Party shall have agreed in 
the documentation implementing such Covered Pledge (1) that the City, 
EDSC and the Issuer shall be entitled to seek specific performance of its 
agreement described in clause (A) above and (2) that the City, EDSC and 
the Issuer will (x) suffer immediate and irreparable harm as a result of 
any breach thereof and (y) be entitled to injunctive relief with respect 
thereto.   

(d) This �Covered Pledge� section shall not operate to relieve any Transferee 
(other than a Pledge Party to the extent provided in paragraph (c)), of any portion of the assets of the 
Team or any interest thereof, or any successor or assignee thereof, of liability under this Agreement, 
including, for the payment of liquidated damages pursuant to �Liquidated Damages� below.  

(e) Each Pledge Party shall be an intended third party beneficiary of this 
�Covered Pledge� section with the right to enforce this �Covered Pledge� section as if such Pledge Parties 
were a named party to the Non-Relocation Agreement.  This �Covered Pledge� section may not be 
amended, modified or superseded without the prior written consent of each Pledge Party in existence at 
the time such amendment, modification or superseding is to become effective.  
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(f) Concurrent with execution thereof or on the Effective Date if such 
Covered Pledge exists at such date, New Jersey Basketball shall provide to the City, ESDC and the Issuer, 
a copy of any documents and other instruments implementing such Covered Pledge certified as true and 
complete by an officer of New Jersey Basketball and including the express agreement of the pledgee 
required by paragraph (b) and third party beneficiary language in favor of the City, ESDC and the Issuer 
which permits any of them to enforce such agreement.  Nothing in this Agreement shall restrict New 
Jersey Basketball's ability to redact the financial or other material terms (other than the express agreement 
and third party beneficiary language referenced in the preceding sentence, any language which would 
undermine the operation or effectiveness thereof, the notice of Transfer required by paragraph (a) under 
�Assumption and Agreement to be Bound�, and the Assumption Agreement) which it may deliver to the 
City, ESDC or the Issuer in connection with any Covered Pledge. 

NBA Information. 

New Jersey Basketball covenants to deliver to the City, ESDC and the Issuer, within five (5) 
Business Days of New Jersey Basketball's receipt thereof, copies, certified by New Jersey Basketball as 
true and complete, of any and all amendments or modifications to the NBA Documents after the Effective 
Date which would be reasonably likely to impact the ability of the Team to play its Home Games at the 
Arena in accordance with ��Requirement to Play� or the enforcement of the Non-Relocation Agreement.  
Furthermore, New Jersey Basketball covenants to make available to the City, ESDC and the Issuer for 
inspection on a "read only" basis, with the ability to take notes, copies of any other amendments or 
modifications to the NBA Documents, after the Effective Date, which are relevant to the Non-Relocation 
Agreement, the transactions contemplated by the Non-Relocation Agreement or the Ground Lease, Arena 
Lease Agreement or Nets License Agreement. 

Subject to the New York Freedom of Information Law ("FOIL") or other legal obligation to 
compel disclosure (such as a subpoena), the City, ESDC and the Issuer agree to keep the NBA 
Documents confidential, to the extent such are not already in the public domain through no fault of the 
City, ESDC or the Issuer, and ESDC and the Issuer each severally agree to provide notice to New Jersey 
Basketball, within five (5) Business Days after (a) the receipt of any written request under FOIL (a "FOIL 
Request") received by such party, or (b) the chief executive officer of each such entity being advised by 
legal counsel of a legal obligation of such party to disclose the NBA Rules and Regulations.  If the City, 
ESDC or the Issuer determines that all or any part of the NBA Rules and Regulations are subject to 
disclosure pursuant to a FOIL Request or any other legal disclosure obligation of such party, then the 
party receiving the FOIL Request (or subject to such disclosure obligation), as applicable, shall provide 
notice of such determination to New Jersey Basketball at least ten (10) Business Days (the "Notice 
Period") prior to disclosing the NBA Rules and Regulations pursuant to such FOIL Request or, to the 
extent legally permissible, pursuant to such legal obligation.  During the Notice Period, the party 
receiving the FOIL Request (or subject to the disclosure obligation) shall cooperate with New Jersey 
Basketball, at New Jersey Basketball's expense, to the extent New Jersey Basketball seeks in accordance 
with applicable law to limit disclosure of the NBA Documents or to obtain a protective order with respect 
thereto.  The obligations of the City, ESDC and the Issuer under this paragraph are several and not joint. 

NBA Documents � Conflict with the Non-Relocation Agreement 

Without limiting the obligations of New Jersey Basketball or the rights of ESDC, the City or the 
Issuer under the Non-Relocation Agreement, the parties to the Non-Relocation Agreement acknowledge 
and agree as follows: 
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(a) The conduct of activities at the Arena, on or after the First Season Commencement Date 
in conjunction with any Home Games or other event conducted under the auspices of or in affiliation with 
the NBA or New Jersey Basketball, shall be subject in all respects to any present or future agreements (as 
the same may be amended from time to time) entered into by, or on behalf of, any of the NBA Entities 
and applicable to the conduct of Home Games by all Members of the NBA (without discrimination in 
application to any one Member of the NBA), including, without limitation, the NBA Rules and 
Regulations; 

(b) That with respect to any NBA Rules and Regulations, New Jersey Basketball may vote, 
and shall be permitted to act, in a manner that is consistent with New Jersey Basketball's best interests; 
and 

(c) Each of the parties to the Non-Relocation Agreement acknowledges that the rights and 
obligations of New Jersey Basketball under the Non-Relocation Agreement are subject and subservient in 
all respects to the NBA Rules and Regulations;  

NBA Rules and Regulations � No Effect on Remedies 

At any time, if without taking into account the terms of ��NBA Documents � Conflict with the 
Non-Relocation Agreement�, there is or appears to be any conflict between the provisions of the Non-
Relocation Agreement (including this paragraph) and the NBA Rules and Regulations, New Jersey 
Basketball shall diligently use its commercially reasonable efforts to resolve such conflict(s) so that New 
Jersey Basketball is able to perform its obligations under the Non-Relocation Agreement without conflict 
with the NBA Rules and Regulations.  If New Jersey Basketball is unable to resolve such conflict(s) and 
the NBA Rules and Regulations have the effect of causing, or of requiring New Jersey Basketball to act 
or not act in a manner that is not consistent with New Jersey Basketball's covenants and agreements under 
the Non-Relocation Agreement and such action or failure to act could, but for ��NBA Documents � 
Conflict with the Non-Relocation Agreement�, constitute a breach or Threatened Material Breach of the 
covenants described in the paragraphs ��Non-Relocation, Force Majeure, Casualty; Temporary Taking, 
etc.�, ��Continuous Operation�, ��Transfer; Assumption and Agreement to be Bound� or ��Covered 
Pledge�, then in each such case, notwithstanding ��NBA Documents � Conflict with the Non-Relocation 
Agreement�, the City, ESDC and the Issuer shall each have the right and power to and may exercise any 
remedies provided in ��Remedies�; provided that the remedy provided under ��Liquidated Damages� 
shall only be available following the occurrence and during the continuation of a breach of ��
Relocation� that results in an Event of Default.  It is the intent of the parties that no provision of the Non-
Relocation Agreement (including ��NBA Documents � Conflict with the Non-Relocation Agreement�) 
shall nullify, modify or limit the obligations of New Jersey Basketball to comply with its obligations 
under the Non-Relocation Agreement or nullify, modify or limit the rights of the City, ESDC or the Issuer 
to exercise the remedies set forth in ��Defaults and Remedies�, except as expressly set forth in ��NBA 
Documents � Conflict with the Non-Relocation Agreement�.  Nothing in the Non-Relocation Agreement 
shall, or shall be deemed to, limit the right, power and authority of the NBA to enforce (or elect not to 
enforce or otherwise waive the requirements of) the NBA Rules and Regulations.  Moreover, nothing in 
the Non-Relocation Agreement shall require (i) the NBA to approve or reject any Transferee(s) approved 
or rejected by the City, ESDC and the Issuer pursuant to ��Transfer; Assumption and Agreement to be 
Bound; Covered Pledge�, or (ii) the City, ESDC or the Issuer  to approve or reject any Transferee(s) 
approved or rejected by the NBA pursuant to the NBA Rules and Regulations. 



 J-8 

Defaults; Remedies 

Events of Default 

Each of the following shall be an "Event of Default" under the Non-Relocation Agreement: 

1.   The occurrence of a Relocation. 

2.  The failure of New Jersey Basketball to observe or perform in any respect any of the terms, 
covenants or agreements of Requirement to Play or No Adverse Action. 

3.  Except as provided in 1. and 2.  above, the failure of New Jersey Basketball to observe or 
perform in any respect any of the terms, covenants or agreements of the Non-Relocation Agreement, 
which failure shall continue for a period of thirty (30) days after notice thereof to New Jersey Basketball; 
provided, however, that if such failure is susceptible of cure but has not been cured within such thirty (30) 
day cure period, and New Jersey Basketball is diligently engaged in activities intended to cure such 
failure and which can be reasonably expected to result in such cure, then New Jersey Basketball shall be 
afforded a reasonable amount of additional time to cure the failure at issue; and provided further, 
however, that the City, ESDC or the Issuer may pursue any remedy pursuant to ��Injunctive Relief, 
Etc.� during such thirty (30) day cure period and any extension thereof. 

4.  Any representation or warranty with respect to the validity and enforceability of the Non-
Relocation Agreement against New Jersey Basketball, made by New Jersey Basketball in the Non-
Relocation Agreement shall have been false or inaccurate in any material respect when made and, if 
susceptible of correction, such representation or warranty is not made true and accurate (for purposes of 
this paragraph only, "cured") within thirty (30) days after notice thereof to New Jersey Basketball; 
provided, however, that if the inaccuracy of such representation or warranty is susceptible of correction, 
but has not been cured within such thirty (30) day cure period, and New Jersey Basketball is diligently 
engaged in activities intended to make such representation and warranty true and accurate and which can 
be reasonably expected to have the intended result, then New Jersey Basketball shall be afforded a 
reasonable amount of additional time to cure the inaccuracy. For purposes of this paragraph, the 
representations and warranties set forth in ��Due Formation, Valid Existence, Power and Authority�, 
��Valid and Binding Obligation�, ��No Consent�, ��No Existing Limitations� and ��NBA 
Documents� are presumed to be made with respect to the validity and enforceability of the Non-
Relocation Agreement. 

Agreements and Acknowledgments 

New Jersey Basketball acknowledges that its obligations under the Non-Relocation Agreement 
are unique, are the essence of the bargain and are essential consideration for the Non-Relocation 
Agreement and the other agreements being entered into by ESDC, the Issuer and the City with New 
Jersey Basketball's Affiliates for the Project, and also are necessary to protect the business and goodwill 
of the City, ESDC and the Issuer, as well as the inhabitants of the City and the State of New York.  New 
Jersey Basketball also recognizes, agrees, and stipulates that the financial, civic, and social benefits to the 
City, ESDC and the Issuer, as well as the inhabitants of the City and the State of New York, from the 
presence of the Team and the playing of its Home Games in Brooklyn, New York in accordance with the 
Non-Relocation Agreement are great, but that the precise value of those benefits is difficult to quantify 
due to the number of citizens and businesses that will rely upon and benefit from the presence of the 
Team in Brooklyn, New York. Accordingly, the magnitude of the damages that would result from a 
violation of the Non-Relocation Agreement would be very significant in size but difficult to quantify, 
including, without limitation, damages to reputation and finances of the City, ESDC and the Issuer, and 
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some of such damages would not be compensable by money. Based on the foregoing, New Jersey 
Basketball agrees as follows: 

That the Project is being constructed and obligations are being incurred to make the Arena 
available for Home Games during the Term and that the breach or Threatened Material Breach of the 
covenants described in the paragraph ��Non-Relocation� by New Jersey Basketball shall constitute 
irreparable harm to the City, ESDC and the Issuer for which monetary damages or other remedies at law 
will not be an adequate remedy, and that New Jersey Basketball shall not assert or argue otherwise in any 
action or proceeding. 

That the strict and specific performance of the Non-Relocation Agreement is a bargained-for 
expectation of the City, ESDC and the Issuer and that in the event of a breach or Threatened Material 
Breach of the Non-Relocation Agreement, the City, ESDC or the Issuer shall be entitled as a form of 
relief to a judicial order and judgment directing New Jersey Basketball to specifically perform its 
obligations under the Non-Relocation Agreement and enjoining it from failing to perform its obligations 
under the Non-Relocation Agreement or acting in a manner that would constitute a breach of the Non-
Relocation Agreement. 

That, in the event of a breach or a Threatened Material Breach of the Non-Relocation Agreement, 
the City, ESDC or the Issuer shall, in addition to any of the other applicable rights or remedies be entitled 
to seek and obtain, and New Jersey Basketball consents to the entry of, temporary, preliminary and 
permanent injunctive and other equitable relief restraining, enjoining and prohibiting any such Event of 
Default or Threatened Material Breach, and directing the specific performance of the terms of the Non-
Relocation Agreement. 

That the rights of the City, ESDC and the Issuer to injunctive relief pursuant to ��Injunctive 
Relief, etc.�, shall not constitute a "claim" pursuant to Section 101(5) of the United States Bankruptcy 
Code and shall not be subject to discharge or restraint of any nature in any bankruptcy proceeding 
involving New Jersey Basketball. 

That in any proceeding seeking relief for a breach or Threatened Material Breach of the Non-
Relocation Agreement, any requirement for the City, ESDC or the Issuer to post any bond or other 
security or collateral as a condition of any relief sought or granted is waived, and New Jersey Basketball 
shall not request the same. 

That New Jersey Basketball waives any right it may have to object to or to raise any defense to 
any actual or requested award of the remedy of specific performance in any action brought by or on 
behalf of the City, ESDC or the Issuer in respect of a Relocation or an Event of Default or Threatened 
Material Breach of the Non-Relocation Agreement except (a) alleged unclean hands of the plaintiff or 
laches in the commencement of the proceedings, and (b) the defense that there has in fact not been a 
Relocation or an Event of Default or Threatened Material Breach of the Non-Relocation Agreement in 
accordance with the terms of the Non-Relocation Agreement. 

THAT NEW JERSEY BASKETBALL UNDERSTANDS AND ACKNOWLEDGES THAT BY 
OPERATION OF THE FOREGOING PROVISIONS AND THE PROVISIONS OF ��
JURISDICTION: CONSENT TO JURISDICTION AND VENUE� AND ��WAIVER OF JURY 
TRIAL�, IT IS KNOWINGLY AND INTENTIONALLY RELINQUISHING OR LIMITING CERTAIN 
IMPORTANT RIGHTS AND PRIVILEGES TO WHICH IT OTHERWISE MIGHT BE ENTITLED, 
INCLUDING THE RIGHT TO OBJECT TO A GRANT OF SPECIFIC PERFORMANCE AND 
INJUNCTIVE RELIEF, THAT IT HAS BEEN ADVISED BY COUNSEL REGARDING THE 
EXECUTION OF THE NON-RELOCATION AGREEMENT, AND THAT ITS RELINQUISHMENT 
AND LIMITATION THEREOF IS VOLUNTARY AND FULLY INFORMED. 
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Following the occurrence and during the continuation of a Triggering Event, New Jersey 
Basketball shall not make any equity distribution to any of its record or beneficial owners or their assigns 
if, immediately before or after giving effect to such distribution, New Jersey Basketball is or would be 
Insolvent.  This paragraph shall not apply to any quarterly or annual, as the case may be, distribution 
made by New Jersey Basketball to its beneficial owners in an amount not in excess of the estimated 
quarterly or annual, as the case may be, state, local and federal income taxes required to be paid by such 
beneficial owners on account of their ownership interest in New Jersey Basketball for the fiscal year in 
respect of which the distribution is made; it being understood that all tax estimates covered by this 
sentence shall be calculated by reference to the beneficial owner of New Jersey Basketball having the 
highest marginal combined individual federal, state and local income tax rate. 

That the obligations of New Jersey Basketball in the Non-Relocation Agreement are absolute, 
irrevocable and unconditional and shall not be released, discharged, limited or affected by any right of 
setoff or counterclaim or any defense whatsoever that New Jersey Basketball may have to the 
performance thereof. Notwithstanding anything in the Non-Relocation Agreement to the contrary to the 
extent that the, ESDC is required to disgorge (as a result of the bankruptcy of New Jersey Basketball or 
for any other reason) any amount paid as liquidated damages under ��Liquidated Damages�, the 
obligations of New Jersey Basketball under the Non-Relocation Agreement with respect to such amount 
and the other obligations of New Jersey Basketball under the Non-Relocation Agreement shall be 
reinstated until such amount is paid in full. 

That the failure of any party to seek redress for violation of, or to insist upon the strict 
performance of, any provision of the Non-Relocation Agreement shall not prevent a subsequent act, 
which would have originally constituted a violation, from having the effect of an original violation. No 
delay in the exercise of any remedy shall constitute a waiver of that remedy. Subject to the requirements 
set forth in ��Liquidated Damages�, all remedies may be exercised concurrently, successively, or in any 
order. 

THAT THE MAGNITUDE OF THE ACTUAL DAMAGES THAT WOULD BE SUSTAINED BY THE 
CITY, ESDC AND THE ISSUER IF THE TEAM WERE TO RELOCATE IN VIOLATION OF THE 
NON-RELOCATION AGREEMENT ARE SUBSTANTIAL AND INCAPABLE OF PRECISE 
DETERMINATION.  THE PARTIES HAVE AGREED THAT SUCH ACTUAL DAMAGES WOULD 
FAR EXCEED THE LIQUIDATION DAMAGES AND ACCORDINGLY HAVE AGREED THAT 
THE AMOUNTS SET FORTH IN THE NON-RELOCATION AGREEMENT REPRESENT THE 
LIQUIDATED DAMAGES RESULTING FROM THE NEED OF THE CITY, ESDC AND THE 
ISSUER TO REACT TO AND ADDRESS THE ATTEMPTED RELOCATION OF THE TEAM IN 
VIOLATION OF THE NON-RELOCATION AGREEMENT.   

Remedies 

Upon the occurrence of an Event of Default, or any event that would constitute an Event of 
Default but for the application of the provisions of ��NBA Documents � Conflict with the Non-
Relocation Agreement�, or with respect to ��Injunctive Relief, etc.�, only, upon the occurrence of a 
Threatened Material Breach: 

Injunctive Relief, etc.   

The City, ESDC and/or the Issuer shall be entitled to seek declaratory relief or an equitable 
remedy, including but not limited to an injunction or specific performance, without the following: posting 
a bond or other security; demonstrating inadequacy of money damages as a remedy; or showing 
irreparable harm. Furthermore, with respect to a Threatened Material Breach of the Non-Relocation 
Agreement, the City, ESDC and/or the Issuer shall be entitled to seek relief solely as set forth in this 
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paragraph unless and until such Threatened Material Breach becomes an Event of Default under the Non-
Relocation Agreement, upon which the City, ESDC or the Issuer shall be entitled to seek such relief as 
may be provided for in the Non-Relocation Agreement with respect to the relevant Event of Default. 

Liquidated Damages.   

Solely with respect to an Event of Default caused by a Relocation, if the City, ESDC or the Issuer 
is unable to obtain an equitable remedy in accordance with ��Injunctive Relief, etc.� above, then ESDC 
(but not, for the avoidance of doubt, either the City or the Issuer) shall have the right to recover from New 
Jersey Basketball, and New Jersey Basketball agrees to pay within thirty (30) days following demand 
therefor, in immediately available funds and in lieu of any and all other damages payable under the Non-
Relocation Agreement and applicable law, the applicable amount set forth in the Non-Relocation 
Agreement, which amounts are stipulated to be reasonable estimated damages for loss of a bargain in the 
event of an Event of Default caused by a Relocation, as reasonable liquidated damages and not as a 
penalty (and because the parties to the Non-Relocation Agreement agree that damages caused by the 
occurrence of a Relocation, would be difficult or impossible to determine, but that they intend to provide 
for damages, and the amounts set forth in the Non-Relocation Agreement are a reasonable estimate of 
such damages). Notwithstanding anything in the Non-Relocation Agreement to the contrary, nothing in 
this paragraph is intended to limit any remedies available to the City, ESDC or the Issuer under applicable 
law to enable them to collect liquidated damages payable under the Non-Relocation Agreement. 

Cumulative Remedies.   

Each of the City, ESDC and the Issuer shall be entitled to pursue all legal and equitable remedies, 
whether or not such remedies are specifically set forth in the Non-Relocation Agreement, including, if the 
City, ESDC and/or the Issuer is unable to obtain a remedy in accordance with ��Injunctive Relief, etc.�, 
actual damages; provided that actual damages shall not be recoverable for a Relocation if the applicable 
amount of liquidated damages has been paid with respect thereto in accordance with ��Liquidated 
Damages�.  Except for the right to seek relief under ��Liquidated Damages� (which shall only be 
available as described therein) and except that the only remedies which shall be available for a breach of 
��No Adverse Action� shall be those under ��Injunctive Relief, etc.�, each right or remedy provided 
for in the Non-Relocation Agreement shall be cumulative of and shall be in addition to every other right 
or remedy of ESDC (whether in the Non-Relocation Agreement, at law, in equity or otherwise), and the 
exercise or the beginning of the exercise by ESDC, the City and/or the Issuer of any one or more of the 
rights or remedies provided for in the Non-Relocation Agreement shall not preclude the simultaneous or 
later exercise by ESDC, the City and/or the Issuer of any or all other rights or remedies provided for in 
the Non-Relocation Agreement or thereafter existing at law or in equity, by statute or otherwise.  
Notwithstanding the foregoing, with respect to any Threatened Material Breach of the Non-Relocation 
Agreement, the City or the ESDC shall not be entitled to seek relief other than as set forth in ��
Injunctive Relief, etc.�, unless and until it becomes an Event of Default.   

Interest on Overdue Obligations and Post-Judgment Interest.   

If any sum due under the Non-Relocation Agreement is not paid by the due date thereof, the party 
owing such obligation to the other party shall pay to the other party interest thereon at the Default Rate 
concurrently with the payment of the amount, such interest to begin to accrue as of the date such amount 
was due. Any payment of such interest at the Default Rate pursuant to the Non-Relocation Agreement 
shall not excuse or cure any default under the Non-Relocation Agreement. All payments shall first be 
applied to the payment of accrued but unpaid interest. The amount of any judgment obtained by one party 
against the other party in any action or proceeding arising out of a default by such other party under the 
Non-Relocation Agreement shall bear interest thereafter until paid at the Default Rate. 
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Attorneys' Fees.   

The City, ESDC and the Issuer shall be entitled to recover from New Jersey Basketball their 
reasonable out-of-pocket legal fees and expenses incurred in prosecuting or pursuing a claim under the 
Non-Relocation Agreement in which the City, ESDC or the Issuer prevails (including reasonable out-of-
pocket legal fees and expenses incurred in an action to enforce the Non-Relocation Agreement).  In 
addition to the foregoing, the City, ESDC or the Issuer shall be entitled to its reasonable out-of-pocket 
legal fees and expenses incurred in any post judgment proceedings to collect or enforce any judgment.  
This provision is separate and several and shall survive the merger of the Non-Relocation Agreement into 
any judgment on such instrument.  Notwithstanding the foregoing, to the extent the City, ESDC and the 
Issuer shall be entitled to recover from New Jersey Basketball any attorneys' fees and expenses, such fees 
and expenses shall be limited to the reasonable and documented out-of-pocket fees and expenses of one 
firm of legal counsel for each of the City, individually and ESDC and the Issuer, collectively. 

Dispute Resolution 

Governing Law 

The Non-Relocation Agreement shall be governed by, and construed in accordance with, the laws 
of the State of New York, without reference to any conflict of laws provisions thereof, except Sections 5-
1401 and 5-1402 of the New York General Obligations Law. 

Jurisdiction: Consent to Jurisdiction and Venue 

Each party to the Non-Relocation Agreement agrees that all actions or proceedings arising 
directly or indirectly out of the Non-Relocation Agreement shall be litigated in the Supreme Court of the 
State of New York, Kings County, or the United States District Court for the Eastern District of New 
York.  Each party to the Non-Relocation Agreement expressly submits and consents in advance to such 
jurisdiction and waives any claim that Kings County, New York or the Eastern District of New York is an 
inconvenient forum or an improper forum based on improper venue.  Each party to the Non-Relocation 
Agreement agrees to service of process by certified mail, return receipt requested, postage prepaid or in 
any other form or manner permitted by law.  Each party to the Non-Relocation Agreement agrees not to 
institute suit arising out of the Non-Relocation Agreement against any other party in a court in any 
jurisdiction, except as stated above, without the consent of such other party. Each party to the Non-
Relocation Agreement agrees that a true, correct and complete copy of the Non-Relocation Agreement 
kept in New Jersey Basketball's, the City's, ESDC's or the Issuer's course of business may be admitted 
into evidence as an original. 

WAIVER OF JURY TRIAL 

EACH PARTY TO THE NON-RELOCATION AGREEMENT, BY EXECUTING THE NON-
RELOCATION AGREEMENT, WAIVES ITS RIGHTS TO A TRIAL BY JURY IN ANY 
ACTION, WHETHER ARISING IN CONTRACT OR TORT, BY STATUTE OR OTHERWISE, 
IN ANY WAY RELATED TO THE NON-RELOCATION AGREEMENT. THIS PARAGRAPH IS 
A MATERIAL INDUCEMENT FOR THE PARTIES TO THE NON-RELOCATION 
AGREEMENT TO ENTER INTO THE NON-RELOCATION AGREEMENT AND NO WAIVER 
OR LIMITATION OF ANY OF THEIR RIGHTS UNDER THIS PARAGRAPH SHALL BE 
EFFECTIVE UNLESS IN WRITING AND SIGNED BY THE PARTY TO BE CHARGED. EACH 
PARTY TO THE NON-RELOCATION AGREEMENT AGREES THAT ANY PARTY TO THE 
NON-RELOCATION AGREEMENT MAY FILE AN ORIGINAL COUNTERPART OR A COPY 
OF THIS PARAGRAPH WITH ANY COURT AS WRITTEN EVIDENCE OF THIS WAIVER 
OF RIGHT TO TRIAL BY JURY. 



 J-13 

The parties to the Non-Relocation Agreement acknowledge and agree that the above paragraph 
has been expressly bargained for by New Jersey Basketball, the City, ESDC and the Issuer and that, but 
for the agreements set forth in such paragraph, the parties to the Non-Relocation Agreement would not 
enter into the Non-Relocation Agreement. 

General Provisions 

Representations and Warranties 

New Jersey Basketball represents and warrants to the City, ESDC and the  Issuer the following, 
which representations and warranties speak solely as of the Effective Date, but which shall survive the 
execution and delivery of the Non-Relocation Agreement: 

Due Formation, Valid Existence, Power and Authority.   

New Jersey Basketball is a limited liability company duly formed and validly existing under the 
laws of the State of New Jersey, with all necessary limited liability company power and authority to carry 
on its present business, to enter into and perform the Non-Relocation Agreement and to consummate the 
transactions contemplated in the Non-Relocation Agreement. 

Action Taken; Due Authorization.   

All proceedings required to be taken by or on behalf of New Jersey Basketball to authorize New 
Jersey Basketball to execute and deliver the Non-Relocation Agreement and to perform its covenants, 
obligations and agreements under the Non-Relocation Agreement have been duly taken. The Non-
Relocation Agreement has been duly authorized and executed by New Jersey Basketball.  New Jersey 
Basketball represents to all of the other parties to the Non-Relocation Agreement that it has furnished 
notice of the Non-Relocation Agreement to each of its members and will notify any new members of the 
existence and terms of the Non-Relocation Agreement. 

Valid and Binding Obligation.   

The Non-Relocation Agreement constitutes the valid and legally binding obligation of New 
Jersey Basketball, enforceable in accordance with its terms and conditions, except as such enforcement 
may be limited by bankruptcy, insolvency, reorganization, moratorium or other similar laws presently or 
in effect in the future, affecting the enforcement of creditors' rights generally and by general principles of 
equity whether applied in a proceeding at law or in equity. 

No Consent.   

No consent to the execution and delivery of the Non-Relocation Agreement by New Jersey 
Basketball is required from any partner, member, manager, board of directors, shareholder, creditor, 
investor, judicial, legislative or administrative body, Governmental Authority or any other Person, other 
than any such consent which already has been given in writing or has otherwise been obtained, without 
any unfulfilled conditions to the effectiveness thereof, and remains in effect on the Effective Date. 

No Conflicts.   

Neither the execution and delivery of the Non-Relocation Agreement by New Jersey Basketball 
nor the performance by New Jersey Basketball of its obligations under the Non-Relocation Agreement 
will (a) violate any statute, regulation, rule, judgment, order, decree, stipulation, injunction, charge, or 
other restriction of any Governmental Authority, or court to which New Jersey Basketball is subject or 
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any provision of the Governing Documents of New Jersey Basketball or (b) conflict with, result in a 
breach of, constitute a default under, result in the acceleration of, create in any party the right to 
accelerate, terminate, modify, or cancel, or require any notice under any contract, lease, sublease, license, 
sublicense, franchise, permit, indenture, agreement or mortgage for borrowed money, instrument of 
indebtedness, security interest, or other agreement to which New Jersey Basketball is a party or by which 
New Jersey Basketball or its assets (including, the Team) are bound, except in each case for violations, 
conflicts, breaches, defaults, accelerations or terminations that in good faith would not be reasonably 
likely to materially impair New Jersey Basketball's ability to perform under the Non-Relocation 
Agreement. 

No Litigation.   

Except for the matters described in this paragraph, as of the Effective Date, there is no action, 
suit, claim, proceeding or investigation pending against New Jersey Basketball (a) relating to the Non-
Relocation Agreement, the Project or the Arena or the transactions contemplated by the Non-Relocation 
Agreement, (b) that could either individually or in the aggregate have a material adverse effect on the 
assets, conditions, affairs, or prospects of New Jersey Basketball, financially or otherwise, or (c) relating 
to or seeking any change in the current equity ownership of New Jersey Basketball; nor, to the best 
knowledge of New Jersey Basketball, is there any basis for any of the foregoing. 

Membership.   

New Jersey Basketball is a Member of the National Basketball Association in good standing and 
is in compliance with NBA Documents. New Jersey Basketball is the record and beneficial owner of the 
Team and owns the Team free and clear of any Lien other than those set forth in the Non-Relocation 
Agreement. 

No Existing Limitations.   

Subject to compliance with the requirements of Article 5 (Transfer of Membership) of the 
Constitution and By-Laws of the National Basketball Association (or any successor article or provision), 
in the event of levy upon or any sale or transfer of all or a portion of the Team or any direct or indirect 
interest therein, the NBA Documents as existing and in effect on the Effective Date would not in the 
aggregate have any adverse effect upon the practical realization of any material rights or remedies the 
City, ESDC or the Issuer may have under the Non-Relocation Agreement. 

NBA Documents.   

New Jersey Basketball has delivered to ESDC, the City and the Issuer true, correct and complete 
copies of the NBA Documents as in force and effect on the Effective Date.   

NBA Approvals.   

The NBA has delivered to New Jersey Basketball a letter, a copy of which is attached to the Non-
Relocation Agreement as Appendix G, evidencing that the NBA has no objections to the Non-Relocation 
Agreement. 

Amendment; Waiver 

Except as set forth in  ��Force Majeure, Casualty; Temporary Taking, etc.�, or  ��Termination 
of Non-Relocation Agreement� with respect to termination or in the last sentence of this paragraph with 
respect to waiver or ��Covered Pledge� with respect to amendments of provisions relating to Covered 
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Pledges (which shall require the written consent of each of the Recognized Pledge Parties), the Non-
Relocation Agreement, including the appendices, may not be terminated, amended, supplemented or 
modified orally or by conduct of the parties, but only by an instrument in writing signed by all the parties 
to the Non-Relocation Agreement.  No failure or delay of any party, in any one or more instances, (a) in 
exercising any power, right or remedy under the Non-Relocation Agreement, or (b) in insisting upon the 
strict performance by any other party of such other party's covenants, obligations or agreements under the 
Non-Relocation Agreement, shall operate as a waiver, discharge or invalidation thereof, nor shall any 
single or partial exercise of any such right, power or remedy or insistence upon strict performance, or any 
abandonment or discontinuance of steps to enforce such a right, power or remedy or to enforce strict 
performance, preclude any other or future exercise thereof or insistence thereupon or the exercise of any 
other right, power or remedy.  The covenants, obligations, and agreements of a defaulting party and the 
rights and remedies of the other party upon a default shall continue and remain in full force and effect 
with respect to any subsequent breach, act or omission.  No waiver of any breach of any provision of the 
Non-Relocation Agreement shall constitute a waiver of any succeeding breach of such provision or a 
waiver of such provision itself. Any waiver of any provision of the Non-Relocation Agreement by any 
party to the Non-Relocation Agreement shall be effective only if set forth in a writing and signed by such 
party. 

No Assignment of Non-Relocation Agreement 

Except to a Transferee of the Team or a controlling interest therein in accordance with ��
Transfer; Assumption and Agreement to be Bound; Covered Pledge�, neither the Non-Relocation 
Agreement nor any of the rights, responsibilities, or obligations under the Non-Relocation Agreement can 
be transferred or assigned, whether by operation of law or otherwise, without the prior written consent of 
all the non-assigning parties; provided, however, that ESDC may assign the Non-Relocation Agreement 
to an Affiliate or to another public benefit corporation of the State of New York upon two (2) Business 
Days prior written notice to New Jersey Basketball. 

Third Party Beneficiary 

Except as set forth in ��Covered Pledge�, the Non-Relocation Agreement is solely for the 
benefit of the parties to the Non-Relocation Agreement, and nothing in the Non-Relocation Agreement 
shall be deemed to create any rights in any person or entity not a party to the Non-Relocation Agreement 
or to give any Person not a party to the Non-Relocation Agreement, or a permitted successor or assign of 
such party, any standing or authority to enforce the terms and provisions of the Non-Relocation 
Agreement. 

Termination of Non-Relocation Agreement 

The Non-Relocation Agreement shall terminate automatically on the earlier to occur of (i) the 
expiration of the Term, (ii) the abandonment of the Project prior to the First Season Commencement Date 
or (iii) the thirtieth (30th) anniversary of the Effective Date if on or prior to such date all Public Financing 
issued in connection with the Project shall have been indefeasibly paid or otherwise satisfied in full. 
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Exhibit A 
Glossary of Terms 

"Affiliate" means, with respect to any Person, any other Person that, directly or indirectly, 
controls, is controlled by or is under common control with such Person or is a director, officer, general 
partner, member or manager of such Person or, with respect to an individual, has a relationship with such 
individual by blood, adoption or marriage not more remote than first cousin. For purposes of the Non-
Relocation Agreement, the term "control" (including the terms "controlling," "controlled by" and "under 
common control with") of a Person shall mean the possession, direct or indirect, of the power to vote at 
least a majority of the Voting Interests in such Person or to direct or cause the direction of the 
management and policies of such Person, whether through the ownership of Voting Interests, by virtue of 
being a general partner or managing member, by contract or otherwise. 

"Alternate Venue" means any venue that is not the regular NBA Regular Season home venue of 
any other Member's NBA team; provided that the foregoing shall not preclude any venue located within 
the five boroughs of the City of New York from being an Alternate Venue. 

"Arena" shall have the meaning set forth in the Recitals. 

"ArenaCo" means Brooklyn Arena LLC, a Delaware limited liability company. 

�Assumption Agreement� shall have the meaning set forth in clause (b) under �Assumption and 
Agreement to be Bound� herein. 

"Bankruptcy Law" means Title 11, United States Code, and any other successor state or federal 
statute relating to assignment for the benefit of creditors, appointment of a receiver or trustee, bankruptcy, 
composition, insolvency, moratorium, reorganization or similar matters. 

"Bankruptcy Proceeding" means any proceeding, whether voluntary or involuntary, under any 
Bankruptcy Law. 

"Business Day" means any day other than a Saturday or Sunday or any other day on which 
commercial banks in New York, New York are authorized or required by law to close. 

"Casualty" means the occurrence of any of the following for the period of time, if any, that the 
performance of a party's material obligations under the Non-Relocation Agreement are actually delayed 
or prevented thereby: any fire, civil disturbance, vandalism, or criminal act that (i) causes the Arena to fail 
to comply with the NBA's then established minimum arena standards or otherwise prevents the 
reasonable use of the Arena for Home Games in accordance with the NBA Rules and Regulations or (ii) 
causes the Arena to be structurally or otherwise manifestly unfit or unsafe for use and occupancy; 
provided such event is not the result of the intentional act, negligence, or willful misconduct of the party 
or its agents or contractors claiming the right to delay or excuse performance on account of such 
occurrence. 

"Certificate of Occupancy" means a permanent or temporary certificate of occupancy issued 
pursuant to applicable Law by the New York City Department of Buildings or any successor agency 
responsible for conducting inspections and issuing building permits, certificates of occupancy or elevator 
or other like permits or certificates. 
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"Control" means any one or more of the economic, equitable or beneficial ownership of 50% or 
more of a Person and the power, exercisable jointly or severally, to manage and direct a Person through 
the direct, indirect, or beneficial ownership of partnership interests, membership interests, stock, trust 
powers, or other beneficial interests. 

�Controlled Transfer� means a Transfer which is effected pursuant to a foreclosure controlled and 
directed in all respects by the Pledge Parties under the applicable pledge agreements and which does not 
require the consent of any Person other than one or more Pledge Parties. 

"Default Rate" means the lesser of (a) the maximum legal rate permitted by applicable Law, or 
(ii) the sum of the prime rate as published in the Money Rate Column of the Wall Street Journal (Eastern 
Edition) (or if no longer published, in another publication reasonably designated by ESDC) plus 5.00%. 

"First Season Commencement Date" means the earlier of the date (a) on which the Team first 
commences playing Home Games at the Arena, and (b) of the opening of the first NBA Season 
immediately following the later of (x) Substantial Completion of the Arena and (y) if Temporary 
Relocation has occurred prior to Substantial Completion, the end of the Temporary Relocation.   

"FOIL" shall have the meaning set forth in the NBA Information paragraph. 

"FOIL Request" shall have the meaning set forth in the NBA Information paragraph.  

"Force Majeure" means the occurrence of any of the following, for the period of time, if any, that 
the performance of a party's obligations under the Non-Relocation Agreement are actually, materially and 
reasonably delayed or prevented thereby: acts of God; strikes, slowdowns, walkouts or lockouts, in each 
case excluding those described in paragraph Force Majeure, Casualty; Temporary Taking, etc., 
catastrophic weather conditions (such as floods, extraordinary high water conditions, unusually high tides, 
unusual and prolonged heat or cold conditions, hurricanes or other extraordinary wind conditions, or 
extraordinary rain, snow, or sleet); extraordinary security measures taken by a public entity such as 
martial law or quarantine of the area in which the Arena is located, enemy action (including undeclared 
wars), civil commotion, riot, terrorism, fire, structural or any other causes, whether of the kind 
enumerated in the Non-Relocation Agreement or otherwise, the foregoing of which are not reasonably 
within the control of the party (or any Affiliate of such party) claiming the right to delay performance on 
account of such occurrence and which, in any event, are not a result of the gross negligence or willful 
misconduct of or in the control of the party (or any Affiliate(s) of such party) claiming the right to delay 
performance on account of such occurrence. Force Majeure shall not include (a) a Person's financial 
inability to perform; (b) matters covered by  ��Force Majeure, Casualty; Temporary Taking, etc.�, or (c) 
the rejection or other termination (in each case, whether voluntarily, involuntarily, by operation of law or 
otherwise) of the Arena Lease in any Bankruptcy Proceeding or otherwise by the tenant under the Arena 
Lease (whether or not such tenant is an Affiliate of New Jersey Basketball) or any other Person 
(including, without limitation, the estate of any Person or a debtor-in-possession). 

"Governing Documents" of a Person means each of the following, as applicable, such Person's 
certificate of limited partnership, limited partnership agreement, certificate or articles of incorporation, 
by-laws, limited liability company agreement, operating agreement, certificate of formation or 
organization, articles of formation or organization or other organizational or governing documents. 

"Governmental Authority" means any government or political subdivision or any agency, 
authority, branch, bureau, central bank, commission, department or instrumentality of either, or any court, 
tribunal, grand jury or public or private mediator or arbitrator, in each case whether foreign or domestic. 
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"Home Games" means each of the Team's scheduled or rescheduled professional basketball 
games during an NBA Season in which the Team is designated as the home team, regardless of whether 
such games are scheduled to be played at the Arena or elsewhere. 

"Insolvent" means, after giving effect to the payment of liquidated damages that would be due (if 
such determination is being made with respect to an Event of Default or an event that with notice or lapse 
of time or both would become an Event of Default that could result in the obligation to pay such 
liquidated damages), New Jersey Basketball is unable to meet any of the following requirements (each on 
a going concern basis): (a) has capital (or access to immediately available capital), sufficient to carry on 
its business and transactions and all business and transactions in which it is about to engage and is able to 
pay its debts as they mature; (b) owns property having a value, both at fair valuation and at present fair 
saleable value, greater than the amount required to pay its probable liabilities (including contingencies); 
(c) does not reasonably believe that it will incur debts or liabilities beyond its ability to pay such debts or 
liabilities as they mature; and (d) the payment of any such liquidated damages would not hinder, delay, or 
defraud either its present or future creditors. 

"Law" means any law (including common law), constitution, statute, treaty, convention, 
regulation, rule, ordinance, order, injunction, writ, decree or award of any Governmental Authority. 

"Lien" means any mortgage, deed of trust, pledge, hypothecation, assignment, security interest, 
lien, charge, claim or encumbrance, or preference, priority or other security agreement or preferential 
arrangement of any kind or nature, including, without limitation, any conditional sale or other title 
retention agreement and the filing of, or agreement to give, any financing statement under the Uniform 
Commercial Code as adopted in any jurisdiction. 

"Material Breach" means any default by New Jersey Basketball in the observance or performance 
of any agreement contained in  ��Requirement to Play�, ��Name or Relocation�. 

"Member" means a Person that has been granted Membership in the NBA. 

"Membership" means the rights, privileges and benefits granted to a Member by the NBA, 
including, without limitation, the right to organize and operate a professional basketball team to play in 
the league operated by the NBA. 

"NBA" means the National Basketball Association, an unincorporated association. 

"NBA Documents" means (i) the Collective Bargaining Agreement dated June 29, 2005, between 
the NBA and the National Basketball Players Association; (ii) the Constitution and By-Laws of the NBA; 
(iii) the portions of the Operations Manual of the NBA applicable to the staging of Home Games by 
Members of the NBA, and (iv) any other present or future agreements entered into by or on behalf of any 
NBA Entities and applicable to the conduct of Home Games by all Members of the NBA (in each case, as 
the same may be amended, restated, modified or otherwise supplemented from time to time). 

"NBA Entities" means the NBA, NBA Media Ventures, LLC, NBA Properties, Inc., NBA 
Development, LLC, and NBDL Holdings, LLC. 

"NBA Regular Season" means the regular NBA season, and shall not include any preseason, 
exhibition, all-star playoff or championship games. 
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"NBA Rules and Regulations" means the NBA Documents and all of the rules and regulations 
and agreements of the NBA and its affiliated entities, as they presently exist or as they may, from time to 
time, be entered into, created, or amended, including without limitation, the present and future mandates, 
rules, regulations, policies, bulletins or directives issued or adopted by any of the NBA Entities, as well as 
any resolutions of general applicability duly adopted by the NBA Board of Governors. 

"NBA Season" means an NBA Regular Season, together with any playoff or championship games 
in which the Team is scheduled to participate after the conclusion of such NBA Regular Season. 

"Notice Period" shall have the meaning set forth in NBA Information. 

"Person" means an individual, corporation, partnership, limited liability company, trust, 
unincorporated association, joint venture, joint-stock company, Governmental Authority or any other 
entity. 

�Pledge Parties� shall have the meaning set forth in clause (c) under �Covered Pledge� herein. 

�Pledge Transferee� shall have the meaning set forth in clause (c)(i) under �Covered Pledge� 
herein. 

"Prohibited Person" means 

(a)  Any Person (i) that is in monetary default or in breach of any nonmonetary 
obligation under any material written agreement with the State of New York, ESDC, or the City 
after notice and beyond any applicable cure periods, or (ii) that directly or indirectly controls, is 
controlled by, or is under common control with, a Person that is the subject of any of the matters 
set forth in clause (i), unless, in each instance, such monetary default or breach either (A) has 
been waived in writing by the State of New York, ESDC or the City or (B) is being disputed in a 
court of law, administrative proceeding, arbitration or other forum, or (C) is cured within thirty 
(30) days after a determination and notice to New Jersey Basketball from ESDC or the City that 
such Person is a Prohibited Person as a result of such default or breach; 

(b) Any Person (i) who has been convicted in a criminal proceeding for a felony or 
any crime involving moral turpitude or that is an organized crime figure or is reputed to have 
substantial business or other affiliations with an organized crime figure or has had a contract 
terminated by any governmental agency for breach of contract or for any cause directly or 
indirectly related to an indictment or conviction, or (ii) who, directly or indirectly controls, is 
controlled by, or is under common control with a Person who has been convicted in a criminal 
proceeding for a felony or any crime involving moral turpitude or that is an organized crime 
figure or is reputed to have substantial business or other affiliations with an organized crime 
figure.  The determination as to whether any Person is an organized crime figure or is reputed to 
have substantial business or other affiliations with an organized crime figure for purposes of this 
paragraph (b) shall be within the sole discretion of ESDC or the City, which discretion shall be 
exercised in good faith; provided however, that such Person shall not be deemed a Prohibited 
Person if ESDC or the City, having actual knowledge that such Person meets the criteria set forth 
in clauses (i) or (ii) of this paragraph (b), entered into a contract and is then doing business with 
such Person; 

(c) Any government, or any Person that is directly or indirectly controlled (rather 
than only regulated) by a government, which is finally determined, beyond right to appeal, by the 
Federal Government of the United States or any agency, branch or department thereof to be in 
violation of (including, but not limited to, any participant in an international boycott in violation 
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of) the Export Administration Act of 1979, as amended, or any successor statute, or the 
regulations issued pursuant thereto, or any government which is, or any Person which, directly or 
indirectly, is controlled (rather than only regulated) by a government which is subject to the 
regulations or controls thereof.  Such control shall not be deemed to exist in the absence of a 
determination to that effect by a Federal court or by the Federal Government of the United States 
or any agency, branch or department thereof; 

(d) Any government or any Person that, directly or indirectly, is controlled (rather 
than only regulated) by a government, the effects of the activities of which are regulated or 
controlled pursuant to regulations of the Unites States Treasury Department or executive orders 
of the President of the Unites States of America issued pursuant to the Trading with the Enemy 
Act of 1917, as amended; 

(e) Any Person that has received written notice of default in the payment to the City 
of any real property taxes, sewer rents or water charges, in an amount greater than ten thousand 
dollars ($10,000), unless such default is then being contested in good faith in accordance with 
applicable legal requirements with due diligence in proceedings in a court or other appropriate 
forum or unless such default is cured within thirty (30) days after a determination and notice to 
New Jersey Basketball from ESDC or the City that such Person is a Prohibited Person as a result 
of such default; and 

(f) Any Person (i) that has owned any property at any time in the five (5) years 
immediately preceding a determination of whether such Person is a Prohibited Person, which 
such property both (A) was acquired by such Person following an in rem foreclosure of such 
property and (B) was reacquired during such five (5) year period from such Person by the City in 
an in rem foreclosure, other than a property in which the City has released or is in the process of 
releasing its interest pursuant to the Administrative Code of the City, or (ii) that directly or 
indirectly controls the management of property, or is controlled by or is under common control 
with a Person that has controlled the management of property at any time in the five (5) years 
preceding such determination of a Prohibited Person status, which such property (A) was 
acquired by such Person following an in rem foreclosure of such property and (B) was reacquired 
during such five (5) year period from such Person by the City in an in rem foreclosure, other than 
a property in which the City has released or is in the process of releasing its interest pursuant to 
the Administrative Code of the City. 

"Public Financing" means any bonds, debentures, loans, credit facilities or other financing issued, 
facilitated or incurred by the Issuer in connection with the acquisition, construction, development, 
equipping, maintenance or operation of the Project. 

"Relocation" means the Team playing any Home Games during any NBA Season at a venue other 
than the Arena for NBA Seasons commencing on or after the First Season Commencement Date, other 
than in accordance with  ��Force Majeure, Casualty; Temporary Taking, etc.�, and the proviso in  ��
Requirement to Play�. 

"Requirement of Law" means, as to any Person, the Governing Documents of such Person and/or 
of such Person's general partner, and any Law, right, privilege, qualification, license or franchise or 
determination of an arbitrator or a court or other Governmental Authority, in each case applicable or 
binding upon such Person or any of its property (now owned or thereafter acquired) or to which such 
Person or any of its property is subject or pertaining to any or all of the transactions contemplated or 
referred to in the Non-Relocation Agreement. 
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"Substantial Completion" of the Arena means the condition of construction of the Arena 60 days 
after the Arena satisfies the following criteria: (a) is approved by the NBA as satisfying its minimum 
arena standards and ready for use for Home Games, (b) is in compliance with the requirements for 
"Substantial Completion" under the Lease Agreement, and (c) a Certificate of Occupancy and all other 
government approvals necessary for the use and occupancy of the Arena have been unconditionally 
issued. 

"Substantial Taking" means a Taking where the portion of the Arena remaining after the Taking 
fails to substantially conform to the National Basketball Association's then established minimum arena 
standards. 

"Substantially Equivalent Facility" means a facility that complies in all material respects with the 
NBA Rules and Regulations. 

"Taking" means a taking of the Arena, or any part thereof for any public or quasi-public purpose 
by any lawful power or authority, acting in its sovereign capacity by the exercise of the right of 
condemnation or eminent domain or by agreement among the Issuer, ArenaCo and those authorized to 
exercise such right irrespective of whether the same affects the whole or substantially all of the Arena or a 
lesser portion thereof but shall not include a taking of a fee interest in the Arena, or any portion thereof if, 
after such taking, ArenaCo's rights under the Lease Agreement are not affected. 

"Team" means the professional basketball team, currently known as the "New Jersey Nets", 
which is a Member of the NBA and which is organized and operated by New Jersey Basketball to play in 
the professional basketball league operated by the NBA. 

"Temporary Taking" means a Taking of the temporary use of the whole Arena, whether a 
Substantial Taking or less than a Substantial Taking, for a temporary period of less than one (1) year. 

"Temporary Relocation" means the period before and during the construction of the Arena, 
during which period the Team plays its Home Games at a location other than the Arena selected by the 
Team and which period ends on the later to occur of (a) the Substantial Completion of the Arena and (b) 
the commencement of the 2012-2013 NBA Regular Season. 

"Term" means the period commencing on the Effective Date and ending on the thirty-seventh 
(37th) anniversary thereof; provided, however, that in the event such anniversary occurs during an NBA 
Season the ending date shall be, the ninetieth (90th) day following the end of the NBA Season during 
which such thirty-seventh (37th) anniversary of the Effective Date occurs. 

"Threatened Material Breach" means a threatened material breach that is imminent. A threatened 
material breach of the Non-Relocation Agreement shall be deemed imminent in sufficient time to provide 
for a party to the Non-Relocation Agreement to seek an injunction or specific performance as a remedy 
therefor pursuant to  ��Injunctive Relief, etc�. 

"Transfer" shall have the meaning set forth in Transfer; Assumption and Agreement to be Bound; 
Covered Pledge. 

"Transferee" shall have the meaning set forth in Assumption and Agreement to be Bound, 
paragraph (a). 

"Triggering Event" means of (a) any Relocation and until the applicable amount of liquidated 
damages has been paid pursuant to  ��Liquidated Damages� or (b) any Transfer or Covered Pledge 
which does not comply with the Non-Relocation Agreement (each, a "Prohibited Transfer") and until 
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such time, if any, as either (i) such Prohibited Transfer is rescinded and the parties thereto returned to 
their pre-Transfer positions or (ii) the documents required by the Non-Relocation Agreement are 
delivered in accordance therewith. 

"Voting Interests" means shares of capital stock issued by a corporation, or equivalent equity 
interests in any other Person, the holders of which are ordinarily, in the absence of contingencies, entitled 
to vote for the election of directors (or persons performing similar functions) of such Person, even if the 
right to so vote has been suspended by the happening of such a contingency. 
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APPENDIX K 
 

SUMMARY OF THE COMMENCEMENT AGREEMENT 
 

 The following is a brief summary of certain provisions of the Commencement Agreement (the 
�Commencement Agreement�).  This summary does not purport to be comprehensive or complete, and 
reference is made to the Commencement Agreement for full and complete statements of such and all 
provisions.  All capitalized terms used herein and not otherwise defined herein shall have the meanings 
assigned thereto in APPENDIX C - �CERTAIN DEFINITIONS.�  

Concurrently with the issuance of the Series 2009 PILOT Bonds, Issuer, ESDC, City, AYDC, 
Arena Developer, Interim Developer, ArenaCo, RailCo, PILOT Bond Trustee, PILOT Trustee, Paying 
Agent, Fund Trustee, New Jersey Basketball, the MTA, the LIRR, the Transit Authority and Document 
Agent will execute the Commencement Agreement, pursuant to which such parties will concurrently 
therewith execute (and where appropriate, acknowledge) and deposit certain documents and letters of 
credit related to the Atlantic Yards Project, including documents related to the Arena Project and Series 
2009 PILOT Bonds, with Document Agent to be held in escrow in accordance with the terms of the 
Commencement Agreement.   
 
Escrowed Documents 
 
 Concurrently with the execution of the Commencement Agreement, the documents related to the 
Arena Project and Series 2009 PILOT Bonds listed below will be among those documents executed and 
delivered to Document Agent to be held in escrow in accordance with the terms and conditions of the 
Commencement Agreement. 

 
Vesting Title Documents (the following documents together with certain other documents 
and letters of credit related to other portions of the Atlantic Yards Project set forth in the 
Commencement Agreement are the �Vesting Title Documents�): 

 
1. the Development Agreement,  
2. the Arena Block Declaration (and a memorandum thereof),  
3. the DEP Easement,  
4. the Arena Premises Interim Lease Agreement,  
5. the Lot 7 Sale and Purchase Agreement and the deed to Block 1119 Lot 7 

(and other closing documents required under such agreement),  
6. the Lot 47 Sale Agreement and the deed to Lot 47 MTA Premises (and 

certain other closing documents required under such agreement),  
7. the Lot 42 Sale Agreement,   
8. the Permanent Yard Construction Agreement,  
9. the Parking Easement,  
10. the Drill Track Easement;  
11. the Transit Improvements Agreement (and a memorandum thereof),  
12. the MG Set Easement, 
13. the Transit Easement,  
14. the Railroad Indemnity Agreement, 
15. the Subway Indemnity Agreement, 
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16. the TA Naming Rights Agreement,  
17. collateral assignment of the Arena Design/Build Contract to ESDC, and 
18. forms of opinion letters related to certain Vesting Title Documents and the 

parties thereto. 
 

Vacant Possession Documents (the following documents together with certain other 
documents related to other portions of the Atlantic Yards Project set forth in the 
Commencement Agreement are the �Vacant Possession Documents�): 

 
1. the Ground Lease,  
2. the Arena Lease Agreement (and a memorandum thereof), 
3. the Arena Completion Guaranty,   
4. the Non-Relocation Agreement,  
5. the Nets License Agreement (and recognition agreements in connection 

therewith), 
6. recognition agreements in connection with the Barclays Center Naming 

Rights Agreement,   
7. the PILOT Agreement,  
8. the PILOT Assignment,  
9. all of the Leasehold PILOT Mortgages,  
10. the PILOT Mortgages Assignment,  
11. the PILOT Bonds Partial Lease Assignment,  
12. collateral assignment of the Arena Design/Build Contract to LDC,  
13. assignments of certain sponsorship and founding partner agreements and 

suite license agreements with respect to the Arena, and 
14. forms of opinion letters related to certain Vacant Possession Documents and 

the parties thereto. 
 

Effectiveness of Vesting Title Documents 
 
 Vesting Title Release Certificate.  No later than four Business Days after ESDC has filed the 
order entered by the New York State Supreme Court, Kings County granting the condemnation petition 
(such order, the �Vesting Order�), together with the acquisition maps and any required bond or 
undertaking, with the City Register, Kings County (the completion of such filing, the �Vesting of Title�), 
ESDC shall deliver to Document Agent, with a copy to the other parties to the Commencement 
Agreement, a certification in the form of Exhibit A hereto (the �Vesting Title Release Certificate�) 
together with a copy of the Vesting Order, provided ESDC shall not deliver the Vesting Title Release 
Certificate unless and until ESDC is prepared to deliver (as part of the actions set forth in the Vesting 
Title Release Certificate) vacant possession of Lot 47 in accordance with the MTA Lot 47 Transfer 
Agreement. 
 
 Release of Vesting Title Documents.  Upon Document Agent�s determination that the following 
conditions (the �Vesting Title Release Conditions�) are satisfied, Document Agent will release (such date 
of release, the �Vesting Title Release Date�) the Vesting Title Documents from escrow and take the 
actions set forth in the Vesting Title Release Certificate (including, submitting the applicable Vesting 
Title Documents for recording with the Office of the City Register, Kings County in the order set forth in 
the Vesting Title Release Certificate):  
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(i) Either: 

(A) Document Agent has received from Arena Developer funds in the 
amount of the purchase price of Lot 7 (or the applicable lesser amount if 
the MTA has previously drawn on the MTA Sale Letter of Credit and 
delivered the funds from such draw to Document Agent); or 

(B) Document Agent has received notice from the MTA stating that the 
MTA has successfully drawn down the full amount of the MTA Sale 
Letter of Credit and, if applicable, drawn down a portion of the 
$5 Million LC in the amount of the MTA Interest Amount (as defined in 
the Commencement Agreement); 

(ii) Document Agent is holding in escrow either (A) the MTA Yard Surety Letter of 
Credit or (B) escrowed funds as replacement security for the MTA Yard Surety 
Letter of Credit; 

(iii) Document Agent has either (A) not received a Notice of Injunction (as defined 
below) as of the date the other Vesting Title Release Conditions are satisfied, or 
(B) has received a Notice of Reversal (as defined below) with respect to each 
Notice of Injunction previously received by Document Agent ; and 

(iv) Document Agent has received the Vesting Title Release Certificate and any other 
certificates or notices required under the Commencement Agreement to evidence 
the satisfaction of the foregoing conditions. 

 Outside Date.  If the Vesting Title Release Conditions are not satisfied on or before 5:00 p.m. 
New York City time on March 31, 2011, Document Agent will return any letters of credit and funds to the 
party that deposited such letters of credit and funds and destroy all of the documents held in escrow 
pursuant to the Commencement Agreement subject to the paragraph below.  

Notwithstanding the foregoing, if Document Agent receives the PILOT Bonds Event of 
Redemption Certificate prior to the satisfaction of the Vesting Title Release Conditions or the Vesting 
Title Release Conditions have not been satisfied on or before 5:00 p.m. New York City time on March 31, 
2011, Document Agent shall not destroy the City Mortgage if either (A) the Vesting of Title has 
previously occurred, in which event Document Agent shall record the City Mortgage in the Office of the 
City Register, Kings County, or (B) the condemnation petition of ESDC with respect to all of the Phase I 
Properties is then pending in the New York State Supreme Court, Kings County (and in such event ESDC 
shall notify Document Agent promptly after such condemnation petition is granted, denied or withdrawn), 
provided (x) if such condemnation petition is subsequently granted, Document Agent shall record the City 
Mortgage following Vesting Title, or (y) if such condemnation petition is subsequently denied or 
withdrawn, Document Agent shall destroy the City Mortgage.   

 Injunction or Unstayed Adverse Decision.  �Injunction or Unstayed Adverse Decision� means a 
decision, order or judgment of a court of competent jurisdiction, entered in any litigation or other 
proceeding that is commenced prior to the Vesting Title Release Date, which order, decision or judgment 
is in effect (and not vacated, dissolved, reversed or overturned or stayed pending appeal) and either (i) 
grants injunctive relief or a restraining order which expressly prohibits the closing of all of the 
transactions contemplated in the Vesting Title Release Certificate or the performance of any actions 
required to be taken by or for the benefit of any party to the Commencement Agreement in connection 



 

K-4 

therewith, or (ii) overturns or invalidates any party�s authority to (A) enter into such transaction, (B) 
execute or deliver any of the Vesting Title Documents, or (C) perform any actions required to be taken by 
such party pursuant to the Vesting Title Documents. 

In the event that there is an Injunction or Unstayed Adverse Decision applicable to a party to the 
Commencement Agreement or affecting the rights or obligations of a party to the Commencement 
Agreement in connection with the Vesting Title Transaction, such party shall deliver written notice 
thereof to Document Agent, with a copy to the other parties to the Commencement Agreement, attaching 
a copy of the applicable decision, order or judgment (each such notice, a �Notice of Injunction�), 
provided no party to the Commencement Agreement shall be permitted to deliver a Notice of Injunction 
following the Vesting Title Release Date.  Immediately following a Reversal or Stay of any Injunction or 
Unstayed Adverse Decision that was the subject of a Notice of Injunction previously delivered to 
Document Agent, the party to the Commencement Agreement that delivered the applicable Notice of 
Injunction shall deliver written notice of such Reversal or Stay to Document Agent, with a copy to the 
other parties to the Commencement Agreement, attaching a copy of the applicable decision, order or 
judgment (each such notice, a �Notice of Reversal�).  In the event that a Notice of Reversal is delivered 
and the Reversal or Stay that was the subject of such Notice of Reversal is itself reversed or stayed such 
that the applicable Injunction or Unstayed Adverse Decision is reinstated prior to the Vesting Title 
Release Date, such Party shall deliver a Notice of Injunction to Document Agent, with a copy to the other 
Parties, in respect thereof.   
 
Effectiveness of Vacant Possession Documents  
  
 Vacant Possession Certificate.  No later than five (5) Business Days after ESDC has obtained 
actual vacant occupancy and possession of  all of the properties necessary for the first phase of the 
Atlantic Yards Project (other than properties being conveyed to the MTA), free and clear of all leases, 
tenancies, occupancies, liens, encumbrances, licenses or any other matter (other than those encumbrances 
permitted under the Arena Premises Interim Lease Agreement or other interim leases for the AY Project 
Site other than the Arena Premises), ESDC, AYDC and Arena Developer will deliver a certification in the 
form of Exhibit B hereto (the �Vacant Possession Certificate�) to Document Agent and PILOT Bond 
Trustee, with a copy to the other parties to the Commencement Agreement.  Notwithstanding the 
foregoing, Arena Developer and AYDC may jointly waive the foregoing actual vacant occupancy and 
possession requirement for any properties that are not a part of the Arena Block (as defined in the 
Commencement Agreement), and in such event, ESDC, AYDC and Arena Developer will deliver the 
Vacant Possession Certificate to Document Agent and PILOT Bond Trustee, with a copy to the other 
parties to the Commencement Agreement, no later than five (5) Business Days after the vacant occupancy 
and possession requirement has been satisfied for all of the Arena Premises and the properties that were 
not a part of the waiver by Arena Developer and AYDC. 

 Release of Vacant Possession Documents.  Upon Document Agent�s determination that the 
following conditions (the �Vacant Possession Release Conditions�) are satisfied, Document Agent will 
release the Vacant Possession Documents from escrow and take the actions set forth in the Vacant 
Possession Certificate (including, submitting the applicable Vesting Title Documents for recording with 
the Office of the City Register, Kings County in the order set forth in the Arena Project Effective Date 
Certificate): 

(i) The Vesting Title Release Conditions have been satisfied and Document Agent 
has completed the actions required to be taken by it as set forth in the Vesting 
Title Release Certificate;  
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(ii) Document Agent shall be prepared to issue and deliver to the PILOT Trustee a 
loan policy of title insurance insuring the lien of the Leasehold PILOT Mortgage 
with respect to the final PILOT year; 

(iii) Document Agent has received a certification from Fund Trustee that amounts 
required to be deposited by AYDC pursuant to the Trust Agreement have been 
deposited;  

(iv) Document Agent has received a certification from ArenaCo stating that either (a) 
the Sale Transaction has closed or (b) the rating agencies have confirmed the 
rating of the Series 2009 PILOT Bonds;  

(v) Document Agent has received a certification from ArenaCo stating that ArenaCo 
has made the payment of the Completion Amount (as defined in the Arena 
Development Lease) to the LDC (the �Additional Rent Certificate�); and 

(vi) Document Agent has received the Vacant Possession Certificate. 

Upon satisfaction of the Vacant Possession Release Conditions (but in no event later than five (5) 
Business Days after the date of the Additional Rent Certificate), Document Agent will deliver the �Arena 
Project Effective Date Certificate� attached to the Commencement Agreement to the PILOT Bond 
Trustee, with a copy to the other parties, stating that the Vacant Possession Release Conditions have been 
satisfied and the Arena Project Effective Date has been established. 

Effect of Redemption of Series 2009 PILOT Bonds 

 Event of Redemption Certificate.  The PILOT Bond Trustee shall, simultaneously with its 
issuance of a notice of redemption of the PILOT Bonds to the holders of the PILOT Bonds on or before 
the Outside Commencement Date (as defined in the First Supplemental PILOT Indenture) pursuant to 
Section 3.03 of the First Supplemental PILOT Indenture, execute and deliver the �Event of Redemption 
Certificate� attached to the Commencement Agreement to Document Agent, with a copy to the other 
parties to the Commencement Agreement, provided that the Event of Redemption Certificate shall not be 
delivered prior to July 1, 2010 unless ESDC, LDC and ArenaCo consent to such earlier date. 

 If Document Agent receives the Event of Redemption Certificate prior to the Vesting of Title, 
provided the condemnation petition is not then pending in the New York State Supreme Court, Kings 
County, Document Agent will destroy all of the documents held in escrow pursuant to the 
Commencement Agreement and return any letters of credit or escrowed funds to the party that deposited 
such letters of credit or funds. 

 If Document Agent receives the Event of Redemption Certificate prior to the Vesting of Title but 
the condemnation petition is then pending in the New York State Supreme Court, Kings County, 
Document Agent will (a) destroy all of the documents (other than the City Mortgage) held in escrow 
pursuant to the Commencement Agreement and return any letters of credit or escrowed funds to the party 
that deposited such letters of credit or funds and (b) either (x) if such condemnation petition is 
subsequently granted, record the City Mortgage following the Vesting of Title or (y) if such 
condemnation petition is subsequently denied or withdrawn, destroy the City Mortgage.   

 If Document Agent receives the Event of Redemption Certificate following the Vesting of Title 
but prior to the satisfaction of the Vesting Title Release Conditions, Document Agent will (a) destroy all 
of the documents (other than the City Mortgage) held in escrow pursuant to the Commencement 
Agreement and return any letters of credit or escrowed funds to the party that deposited such letters of 
credit or funds and (b) record the City Mortgage with the Office of the City Register, Kings County.  
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If Document Agent receives the Event of Redemption Certificate following the release of the 
Vesting Title Documents but prior to the satisfaction of the Vacant Possession Release Conditions, 
Document Agent shall (a) destroy all Vacant Possession Documents in accordance with the terms of the 
Commencement Agreement, (b) record the City Mortgage with the Office of the City Register, Kings 
County and (c) record the Transit Improvements Termination Documents in the Office of the City 
Register, Kings County.  

Transfer of Lot 42 MTA Premises  

 Within five (5) Business Days after the earliest to occur of (a) the date Document Agent�s receipt 
of a certification that ESDC has obtained actual vacant occupancy and possession of the Lot 42 MTA 
Premises, (b) the date Document Agent�s receipt of a written request by the MTA to release the Lot 42 
Transfer Documents (provided, the MTA shall not be permitted to send such request prior to the date that 
is twelve (12) months after the Vesting Title Release Date) and (c) the date that is twenty-four (24) 
months after the Vesting Title Release Date, Document Agent  shall promptly take the following actions 
strictly in the order in which they appear below: 

(i) Date any undated Lot 42 Transfer Documents as of the Lot 42 
Documents Release Date and make only reasonable non-substantive changes (e.g., 
insertion of tax lot numbers) to facilitate recording of the applicable Lot 42 Transfer 
Documents;   

(ii) Record the Lot 42 Deed (and file the applicable Lot 42 Transfer 
Documents required to be filed in connection therewith) in the Office of the City 
Register, Kings County; and  

(iii) Deliver the original Lot 42 Deed (as stamped or otherwise annotated 
with the date and time of recording) and Lot 42 Other Documents to the MTA, with a 
copy to the other Parties. 

City Mortgage 

 ESDC will, concurrently with the execution of the Commencement Agreement, execute, 
acknowledge and deposit a fee mortgage on Block 1118, Lots 1, 5, 6, 21, 22, 23, 24, 25, 27, Block 1119, 
Lot 1, 7, 64 and Block 1127, Lots 1, 10, 11, 12, 13, 18, 19, 20, 21, 22, 1101-1131 (formerly 27), 29, 30, 
33, 1001-1021 (formerly 35), 43, 45, 46, 47, 48, 50, 51, 54, 55 in favor of the City (the �City Mortgage�) 
with Document Agent to be held in escrow in accordance with the terms of the Commencement 
Agreement.  The City Mortgage will only be released from escrow and recorded with the Office of the 
City Register, Kings County, if Document Agent receives the Event of Redemption Certificate following 
the Vesting of Title but prior to its issuance of the Arena Project Effective Date Certificate as more 
particularly set forth above.  Document Agent will immediately destroy the City Mortgage upon its 
issuance of the Arena Project Effective Date Certificate. 

Letters of Credit in favor of the MTA 

 Arena Developer or RailCo will deposit a letter of credit in favor of the MTA in the amount of 
$20,000,000 (such letter of credit, the �MTA Sale Letter of Credit�) in connection with the Lot 7 Sale and 
Purchase Agreement and $86,000,000 (such letter of credit, the �MTA Yard Surety Letter of Credit�) in 
connection with the Permanent Yard Construction Agreement, respectively, to be held in escrow as 
Vesting Title Documents in accordance with the terms of the Commencement Agreement. The MTA Sale 
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Letter of Credit and MTA Yard Surety Letter of Credit must be issued by a �Permitted Issuer� (that meets 
certain net assets and credit rating requirements set forth in the Commencement Agreement) and be in the 
form required by the Commencement Agreement.     

 If the issuing bank of the MTA Sale Letter of Credit or MTA Yard Surety Letter of Credit 
delivers a notice of non-renewal to the MTA, Document Agent and Arena Developer or RailCo (as 
applicable), then Arena Developer or RailCo (as applicable) must deliver a replacement letter of credit to  
Document Agent satisfying the requirements contained in the Commencement Agreement within the time 
period specified therein.  If the MTA delivers a notice to Document Agent and Arena Developer or 
RailCo (as applicable) stating that the issuing bank (a) no longer qualifies as a Permitted Issuer or (b) is a 
debtor in bankruptcy proceedings or has been seized by a regulatory authority, then Arena Developer or 
RailCo (as applicable) must deliver a replacement letter of credit to the Document Agent satisfying the 
requirements contained in the Commencement Agreement within the time period specified therein.  If 
Arena Developer fails to timely deliver such replacement MTA Sale Letter of Credit , Document Agent 
will deliver the MTA Sale Letter of Credit to the MTA, and the MTA will draw down the full amount of 
the MTA Sale Letter of Credit and deposit such funds with Document Agent to be held in escrow in 
accordance with the terms of the Commencement Agreement.  If RailCo fails to deliver a replacement 
MTA Yard Surety Letter of Credit as required by the foregoing, Document Agent is instructed to draw 
down the full amount of the MTA Yard Surety Letter of Credit and hold such funds in escrow in 
accordance with the terms of the Commencement Agreement.  Following a draw of the MTA Sale Letter 
of Credit or MTA Yard Surety Letter of Credit, Arena Developer or RailCo (as applicable) may submit a 
replacement MTA Sale Letter of Credit or MTA Yard Surety Letter of Credit to Document Agent, and 
upon receipt of such replacement letter of credit Document Agent will disburse the funds from such 
previous draw to Arena Developer or RailCo (as applicable), if the replacement letter of credit is received 
by Document Agent prior to Document Agent�s receipt of the Vesting Title Release Certificate. 
 
 Upon receipt of the Vesting Title Release Certificate, Document Agent will (i) deliver the MTA 
Sale Letter of Credit (or the funds therefrom) to the MTA, unless Arena Developer has previously 
deposited funds in the full amount of the purchase price under the Lot 7 Sale and Purchase Agreement 
and (ii) deliver the MTA Yard Surety Letter of Credit (or the funds therefrom) to the MTA. 
 
Judicial Order 
 

If at any time Document Agent is served with any judicial or administrative order, judgment, 
decree, writ or other form of judicial or administrative process which in any way affects the escrowed 
documents, letters of credit or escrowed funds it is holding in accordance with the Commencement 
Agreement (including but not limited to orders of attachment or garnishment or other forms of levies or 
injunctions or stays relating to the delivery, destruction or other transfer thereof), Document Agent shall 
promptly give notice to all of the other parties thereof, and after giving such notice to the other parties, 
Document Agent shall, unless such order, judgment, decrees, writ or process is stayed, comply therewith 
in a manner it or its legal counsel of its choosing deems appropriate; and Document Agent shaill not be 
liable to any other party or to any other person or entity even though such order, judgment, decree, writ or 
process may be subsequently modified or vacated or otherwise determined to have been without legal 
force or effect.  Nothing in Section VI of the Commencement Agreement shall give Document Agent any 
authority to take the actions set forth in the Vesting Title Release Certificate in the event that Document 
Agent has not received a Notice of Reversal for each Notice of Injunction that Document Agent has 
received. 
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Termination of Commencement Agreement 
 
The Commencement Agreement shall terminate upon the distribution and/or destruction of all the 

escrowed documents, letters of credits and escrowed funds held in escrow in accordance with the terms 
and conditions of the Commencement Agreement. 
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EXHIBIT A 

 

[FORM OF] VESTING TITLE RELEASE CERTIFICATE  

of 

NEW YORK STATE URBAN DEVELOPMENT CORPORATION d/b/a EMPIRE STATE 
DEVELOPMENT CORPORATION 

This Certificate is being delivered pursuant to Section III.2(a) of the Commencement 
Agreement, dated as of December 23, 2009 (the �Commencement Agreement�), by and among 
BROOKLYN ARENA LOCAL DEVELOPMENT CORPORATION, a local development corporation 
formed under Section 1411 of the Not-For-Profit Corporation Law, having its principal office at 633 
Third Avenue, New York, New York 10017 (the �LDC�), NEW YORK STATE URBAN 
DEVELOPMENT CORPORATION d/b/a EMPIRE STATE DEVELOPMENT CORPORATION, a 
corporate governmental agency constituting a political subdivision and public benefit corporation of the 
State of New York, having its principal office at 633 Third Avenue, New York, New York 10017 
(�ESDC�), THE CITY OF NEW YORK, a municipal corporation of the State of New York (the �City�), 
having its principal office at City Hall, New York, New York 10007, ATLANTIC YARDS 
DEVELOPMENT COMPANY, LLC, a Delaware limited liability company (�AYDC�), having its 
principal office c/o Forest City Ratner Companies, LLC, One MetroTech Center, 23rd Floor, Brooklyn, 
New York 11201, BROOKLYN ARENA, LLC, a Delaware limited liability company (�BALLC� and, 
together with AYDC, �Developer�), having its principal office c/o Forest City Ratner Companies, LLC, 
One MetroTech Center, 23rd Floor, Brooklyn, New York 11201, AYDC INTERIM DEVELOPER, LLC, 
a Delaware limited liability company (�Interim Developer�), having its principal office c/o Forest City 
Ratner Companies, LLC, One MetroTech Center, 23rd Floor, Brooklyn, New York 11201, BROOKLYN 
EVENTS CENTER, LLC, a Delaware limited liability company (�ArenaCo�), having its principal office 
c/o Forest City Ratner Companies, LLC, One MetroTech Center, 23rd Floor, Brooklyn, New York 11201, 
ATLANTIC RAIL YARDS, LLC, a New York limited liability company, (�RailCo�), having its principal 
office c/o Forest City Ratner Companies, LLC, One MetroTech Center, 23rd Floor, Brooklyn, New York 
11201, THE BANK OF NEW YORK MELLON, a New York banking corporation authorized to accept 
and execute trusts under the laws of the State of New York, in its respective capacities as PILOT Bond 
Trustee (in such capacity, �PILOT Bond Trustee�), PILOT Trustee (in such capacity, �PILOT Trustee�), 
Paying Agent (in such capacity, �Paying Agent�) and Fund Trustee (in such capacity, �Fund Trustee�), 
having an office at 101 Barclay Street, Floor 7W, New York, New York 10286, NEW JERSEY 
BASKETBALL, LLC, a New Jersey limited liability company (the �Team�), having its principal office at 
390 Murray Hill Parkway, East Rutherford, New Jersey, 07073, METROPOLITAN 
TRANSPORTATION AUTHORITY, a body corporate and politic constituting a public benefit 
corporation of the State of New York (the �MTA�), having its principal office at 347 Madison Avenue, 
New York, New York 10017, THE LONG ISLAND RAIL ROAD COMPANY, a body corporate and 
politic constituting a public benefit corporation of the State of New York (�LIRR�), having its principal 
office at Jamaica Station, Jamaica, New York 11435, NEW YORK CITY TRANSIT AUTHORITY, body 
corporate and politic constituting a public benefit corporation of the State of New York (�NYCT�), 
having its principal office at 2 Broadway, New York, New York 10004, and COMMONWEALTH 
LAND TITLE INSURANCE COMPANY, a Nebraska corporation, as Document Agent (in such 
capacity, �Document Agent�), having an office c/o New York Land Services, 630 3rd Avenue, 12th 
Floor, New York, New York 10017.    
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Capitalized terms used and not defined herein shall have the meanings given to such terms in the 
Commencement Agreement.  This Certificate constitutes the Vesting Title Release Certificate. 

ESDC hereby certifies to Document Agent as follows: 

A. Vesting Title has occurred and attached hereto as Exhibit A is the Vesting Order; and 

B. ESDC has obtained and shall deliver to the MTA (as part of the actions set forth 
below) Vacant Possession of Lot 47 in accordance with the MTA Lot 47 Transfer 
Agreement.   

Upon receipt of this Certificate, the relevant Parties shall deliver (or cause to be delivered) to 
Document Agent: (i) executed Vesting Title Opinion Letters and (ii) Vesting Title Insurance Certificates.  
The Vesting Title Opinion Letters shall be executed and deposited with the Document Agent, and each 
such Vesting Title Opinion Letter shall be identical to the corresponding form of the applicable Vesting 
Title Opinion Letter that is being held by Document Agent as a Vesting Title Document, with such 
changes as may be reasonably approved in writing by ESDC or LDC.  The Vesting Title Insurance 
Certificates shall be in form reasonably approved by ESDC or LDC. 

Following Document Agent�s receipt of all of the executed Vesting Title Opinion Letters and 
Vesting Title Insurance Certificates, but subject to the terms and conditions of the Commencement 
Agreement (including, without limitation, Sections III.3(a) and VI.15 thereof), upon satisfaction of the 
Vesting Title Release Conditions, Document Agent shall promptly (but in no event later than two (2) 
Business Days after the Vesting Title Release Date) take the following actions strictly in the order in 
which they appear below. 

1. Notification of the Parties.  Immediately notify the Parties that the Vesting Title 
Release Conditions are satisfied, which notice shall set forth the Vesting Title 
Release Date.  

2. Date Documents.  Date any undated Vesting Title Documents (as listed on Schedule I 
to the Commencement Agreement) as of the Vesting Title Release Date, make only 
reasonable non-substantive changes (e.g., insertion of tax lot numbers) to facilitate 
recording of same, and insert the amount of the MTA Sale and Purchase Agreement 
Funds as the consideration amount in the applicable Recording Forms for Deeds with 
respect to the Lot 7 Deed. 

3. Release of MTA Sale and Purchase Agreement Funds: If Document Agent is then 
holding the MTA Sale and Purchase Agreement Funds or if Document Agent is then 
holding Escrowed Funds in the amount of Twenty Million Dollars ($20,000,000.00) 
as Replacement Security for the MTA Sale Letter of Credit, immediately release and 
disburse all such Escrowed Funds to the MTA in accordance with the wire 
instructions contained in Section III.4 of the Commencement Agreement.  If the 
MTA Sale Letter of Credit has not previously been delivered to the MTA in 
accordance with the Commencement Agreement, deliver the MTA Sale Letter of 
Credit and the MTA Sale LC Cancellation Notice to BALLC. 

4. Delivery of MTA Yard Surety Letter of Credit.  Immediately deliver the MTA Yard 
Surety Letter of Credit (or any Replacement Security) and the MTA Yard Surety LC 
Cancellation Notice to the MTA.   
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5. a. Recording of Arena Block Documents. Record the following Vesting Title 
Documents in the appropriate real property records of the Office of the City 
Register, Kings County (and file all applicable Recording Forms for Deeds and 
Recording Forms for Easements and Leases with respect thereto), strictly in the 
order in which they appear below.   

(1) Drill Track Declaration;  

(2) Lot 7 Deed; 

(3) Railroad Indemnity Agreement and Subway Indemnity 
Agreement;  

(4) Substation Easement;  

(5) Memorandum of Transit Improvements Agreement; 

(6) Transit Easement Agreement;  

(7) DEP Easement;  

(8) Arena Block Declaration; and 

(9) Memoranda of Lease for each of the Interim Lease (Arena 
Parcel) and Interim Lease (Arena Block, Non-Arena Parcel). 

b. Recording of Other Documents. Record the following Vesting Title Documents 
in the appropriate real property records of the Office of the City Register, Kings 
County (and file all applicable Recording Forms for Deeds and Recording Forms 
for Easements and Leases with respect thereto), strictly in the order in which they 
appear below. 

(1) Lot 47 Deed;  

(2) Block 1129 Easement;  

(3) Block 1120 Lot 35 Easement;  

(4) MTA Air Space Easement;  

(5) Memorandum of MTA Air Space Purchase and Sale Agreement;  

(6) Arena Parking Easement; and 

(7) Memoranda of Lease for each of the Interim Lease (Block 1129) 
and Interim Lease (Block 1121). 

6. Delivery of Documents.  Deliver one fully-executed duplicate original of all of the 
Vesting Title Documents to each applicable �Party Receiving Original� (as listed on 
Schedule I to the Commencement Agreement), and deliver a copy of all of the 
Vesting Title Documents to each of the other Parties.   
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7. Recording Information.  Promptly after each applicable Vesting Title Document is 
recorded in accordance with paragraph 2 above, (a) notify each of the Parties that 
such Vesting Title Document has been recorded, together with a copy of such 
recorded Vesting Title Document, as stamped or otherwise annotated with the date 
and time of recording and (b) deliver each original recorded Vesting Title Document 
to the applicable �Party Receiving Original� (as listed on Schedule I to the 
Commencement Agreement). 

Any Party relying on this Certificate shall have no claim for damages against ESDC, including, 
but not limited to, consequential punitive and contractual damages against ESDC. 

[The remainder of this page intentionally left blank.] 
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IN WITNESS WHEREOF, ESDC, through its undersigned officer or authorized 
signatory, has signed this Certificate this ___day of ___________  __, 20__. 

NEW YORK STATE URBAN DEVELOPMENT 
CORPORATION (d/b/a Empire State Development 
Corporation) 

By: ____________________________ 
Name:  
Title: 
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EXHIBIT A TO VESTING TITLE RELEASE CERTIFICATE 

Vesting Order 

[See Attached]
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EXHIBIT B 

 

[FORM OF] VACANT POSSESSION CERTIFICATE 

of 

NEW YORK STATE URBAN DEVELOPMENT CORPORATION d/b/a EMPIRE STATE 
DEVELOPMENT CORPORATION, 

ATLANTIC YARDS DEVELOPMENT COMPANY. LLC,  

and 

BROOKLYN ARENA, LLC 

This Certificate is being delivered pursuant to Section III.2(b) of the Commencement 
Agreement, dated as of December 23, 2009 (the �Commencement Agreement�), by and among 
BROOKLYN ARENA LOCAL DEVELOPMENT CORPORATION, a local development corporation 
formed under Section 1411 of the Not-For-Profit Corporation Law, having its principal office at 633 
Third Avenue, New York, New York 10017 (the �LDC�), NEW YORK STATE URBAN 
DEVELOPMENT CORPORATION d/b/a EMPIRE STATE DEVELOPMENT CORPORATION, a 
corporate governmental agency constituting a political subdivision and public benefit corporation of the 
State of New York, having its principal office at 633 Third Avenue, New York, New York 10017 
(�ESDC�), THE CITY OF NEW YORK, a municipal corporation of the State of New York (the �City�), 
having its principal office at City Hall, New York, New York 10007, ATLANTIC YARDS 
DEVELOPMENT COMPANY, LLC, a Delaware limited liability company (�AYDC�), having its 
principal office c/o Forest City Ratner Companies, LLC, One MetroTech Center, 23rd Floor, Brooklyn, 
New York 11201, BROOKLYN ARENA, LLC, a Delaware limited liability company (�BALLC� and, 
together with AYDC, �Developer�), having its principal office c/o Forest City Ratner Companies, LLC, 
One MetroTech Center, 23rd Floor, Brooklyn, New York 11201, AYDC INTERIM DEVELOPER, LLC, 
a Delaware limited liability company (�Interim Developer�), having its principal office c/o Forest City 
Ratner Companies, LLC, One MetroTech Center, 23rd Floor, Brooklyn, New York 11201, BROOKLYN 
EVENTS CENTER, LLC, a Delaware limited liability company (�ArenaCo�), having its principal office 
c/o Forest City Ratner Companies, LLC, One MetroTech Center, 23rd Floor, Brooklyn, New York 11201, 
ATLANTIC RAIL YARDS, LLC, a New York limited liability company, (�RailCo�), having its principal 
office c/o Forest City Ratner Companies, LLC, One MetroTech Center, 23rd Floor, Brooklyn, New York 
11201, THE BANK OF NEW YORK MELLON, a New York banking corporation authorized to accept 
and execute trusts under the laws of the State of New York, in its respective capacities as PILOT Bond 
Trustee (in such capacity, �PILOT Bond Trustee�), PILOT Trustee (in such capacity, �PILOT Trustee�), 
Paying Agent (in such capacity, �Paying Agent�) and Fund Trustee (in such capacity, �Fund Trustee�), 
having an office at 101 Barclay Street, Floor 7W, New York, New York 10286, NEW JERSEY 
BASKETBALL, LLC, a New Jersey limited liability company (the �Team�), having its principal office at 
390 Murray Hill Parkway, East Rutherford, New Jersey, 07073, METROPOLITAN 
TRANSPORTATION AUTHORITY, a body corporate and politic constituting a public benefit 
corporation of the State of New York (the �MTA�), having its principal office at 347 Madison Avenue, 
New York, New York 10017, THE LONG ISLAND RAIL ROAD COMPANY, a body corporate and 
politic constituting a public benefit corporation of the State of New York (�LIRR�), having its principal 
office at Jamaica Station, Jamaica, New York 11435, NEW YORK CITY TRANSIT AUTHORITY, body 
corporate and politic constituting a public benefit corporation of the State of New York (�NYCT�), 



 

K-16

having its principal office at 2 Broadway, New York, New York 10004, and COMMONWEALTH 
LAND TITLE INSURANCE COMPANY, a Nebraska corporation, as Document Agent (in such 
capacity, �Document Agent�), having an office c/o New York Land Services, 630 3rd Avenue, 12th 
Floor, New York, New York 10017.    

Capitalized terms used and not defined herein shall have the meanings given to such terms in the 
Commencement Agreement.  This Certificate constitutes the Vacant Possession Certificate. 

ESDC and Developer hereby certify to Document Agent as follows: 

  SELECT EITHER: 

[ESDC has obtained and delivered Vacant Possession of Phase I Properties to Developer 
pursuant to the terms of the LAFPMRA].   

OR 

[A. The requirement specified in clause (i) of Section III.2(b) of the Commencement 
Agreement that ESDC has obtained and delivered Vacant Possession of Phase I 
Properties to Developer pursuant to the terms of the LAFPMRA has been waived by 
Developer with respect to the portions of the Phase I Properties described on 
Schedule A hereto (the �Excluded Phase I Properties�);  

B. The Excluded Phase I Properties do not include any portion of the Arena Block; and 

C. The requirement specified in clause (i) of Section III.2(b) of the Commencement 
Agreement has been satisfied with respect to all other areas of the Phase I Properties 
(including the entire Arena Block)]. 

 Upon receipt of this Certificate, the relevant Parties shall, no later than five (5) Business Days 
after the date of the Additional Rent Certificate, deliver (or cause to be delivered) to Document Agent: (i) 
executed Vacant Possession Opinion Letters and (ii) Vacant Possession Insurance Certificates.  The 
Vacant Possession Opinion Letters shall be executed and deposited with the Document Agent, and each 
such Vacant Possession Opinion Letter shall be identical to the corresponding form of the applicable 
Vacant Possession Opinion Letter that is being held by Document Agent as a Vacant Possession 
Document, with such changes as may be reasonably approved in writing by ESDC or LDC.  The Vacant 
Possession Insurance Certificates shall be in form reasonably approved by ESDC or LDC.   

Following Document Agent�s receipt of all of the executed Vacant Possession Opinion Letters 
and Vacant Possession Insurance Certificates, but subject to the terms and conditions of the 
Commencement Agreement (including, without limitation, Section VI.15 thereof), upon satisfaction of 
the Vacant Possession Release Conditions, Document Agent shall promptly take the following actions 
strictly in the order in which they appear below. 

1. Delivery of Arena Project Effective Date Certificate.  Immediately execute and 
deliver to the PILOT Bond Trustee, with a copy to the other Parties, the Arena 
Project Effective Date Certificate in accordance with Section III.2(f) of the 
Commencement Agreement.  
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2. Date Documents.  Immediately date any undated Vacant Possession Title Documents 
(as listed on Schedule II to the Commencement Agreement) as of the Arena Project 
Effective Date, and make only reasonable non-substantive changes (e.g., insertion of 
tax lot numbers) to facilitate recording of same. 

3. Recording of Documents. Record the following Vacant Possession Documents in the 
appropriate real property records of the Office of the City Register, Kings County 
(and file all Recording Forms for Easements and Leases with respect thereto), strictly 
in the order in which they appear below.   

(1) Arena Ground Lease;  

(2) Memorandum of Lease for the Arena Development Lease; 

(3) Arena Ground Lease Recognition Agreement;  

(4) BC Naming Rights SNDA;  

(5) Nets License Subordination Agreement; 

(6) Thirty-six (36) Leasehold PILOT Mortgages, but record 
Leasehold PILOT Mortgage #36 first and each of the remaining 
numbered Leasehold PILOT Mortgages in descending numerical 
order thereafter;  

(7) PILOT Mortgages Assignment;  

(8) PILOT Bonds Partial Lease Assignment;  

(9) PILOT Naming Rights SNDA; and  

(10) PILOT Nets License SNDA.  

4. Destruction of City Mortgage.  Destroy all duplicate originals of the City Mortgage 
in its possession. 

5. Delivery of Title Policy.  Issue and deliver the PILOT Title Policy to the PILOT 
Trustee, with a copy to each of the other Parties.  

6. Delivery of Documents.  Deliver one fully-executed duplicate original of all of the 
Vacant Possession Documents to each applicable �Party Receiving Original� (as 
listed on Schedule II to the Commencement Agreement), and deliver a copy of each 
of the Vacant Possession Documents to each of the other Parties.   

7. Destruction of Transit Improvements Termination Documents.  Destroy all duplicate 
originals of the Transit Improvements Termination Documents.  

8. Recording Information.  Promptly after each applicable Vacant Possession Document 
is recorded in accordance with paragraph 2 above, (a) notify each of the Parties that 
each Vacant Possession Document has been recorded, together with a copy of each 
such recorded Vacant Possession Document, as stamped or otherwise annotated with 
the date and time of recording, and (b) deliver each original recorded Vacant 
Possession Document to the �Party Receiving Original� (as listed on Schedule II to 
the Commencement Agreement). 
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This Certificate may be executed in any number of counterparts, each of which shall be an 
original, but such counterparts together shall constitute one and the same instrument. 

Any Party relying on this Certificate shall have no claim for damages against ESDC, Developer 
or ArenaCo, including, but not limited to, consequential punitive and contractual damages against ESDC, 
Developer or ArenaCo. 

[The remainder of this page intentionally left blank.] 
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IN WITNESS WHEREOF, ESDC and Developer, through their respective undersigned 
officers or authorized signatories, have signed this Certificate this ___day of _________ __,  20__. 

NEW YORK STATE URBAN DEVELOPMENT 
CORPORATION (d/b/a Empire State Development 
Corporation) 

By: ____________________________ 
Name:  
Title: 

 
 
ATLANTIC YARDS DEVELOPMENT COMPANY, 
LLC, a Delaware limited liability company 

By: ____________________________ 
Name:  
Title: 

 
 
BROOKLYN ARENA, LLC, a Delaware limited 
liability company  

By: ____________________________ 
Name:  
Title: 
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APPENDIX L 

SUMMARY OF THE PILOT BONDS INDENTURE 

The following is a brief summary of certain provisions of the Master PILOT Indenture of Trust 
(the �PILOT Bonds Indenture�).  This summary does not purport to be comprehensive or complete, and 
reference is made to the PILOT Bonds Indenture for full and complete statements of such and all 
provisions.  All capitalized terms used herein and not otherwise defined herein shall have the meanings 
assigned thereto in APPENDIX C  - �CERTAIN DEFINITIONS.� 

CUSTODY AND INVESTMENT OF PILOT BONDS FUNDS 

Creation of Funds and Accounts. 

(a) The LDC established and created the following special trust Funds and Accounts 
comprising such Funds: 

(i) PILOT Bonds Project Fund 

(A) PILOT Bonds Costs of Issuance Account 

(B) PILOT Bonds Construction and Acquisition Account 

(C) PILOT Bonds Administrative Cost Account 

(D) Senior PILOT Bonds Capitalized Interest Account 

(E) Subordinated PILOT Bonds Capitalized Interest Account 

(F) Senior PILOT Bonds Bond Proceeds Account 

(G) Subordinated PILOT Bonds Bond Proceeds Account 

(ii) PILOT Bonds Revenue Fund 

(iii) Senior PILOT Bonds Bond Fund 

(A) Senior PILOT Bonds Principal Account 

(B) Senior PILOT Bonds Interest Account 

(C) Senior PILOT Bonds Redemption Account 

(iv) Senior PILOT Bonds Debt Service Reserve Fund 

(A) Senior PILOT Bonds Debt Service Reserve Account 

(B) Senior PILOT Bonds Strike and Liquidity Reserve Account 

(v) PILOT Bonds Renewal Fund 
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(vi) Subordinated PILOT Bonds Bond Fund 

(A) Subordinated PILOT Bonds Principal Account 

(B) Subordinated PILOT Bonds Interest Account 

(C) Subordinated PILOT Bonds Redemption Account 

(vii) Subordinated PILOT Bonds Debt Service Reserve Fund 

(A) Subordinated PILOT Bonds Debt Service Reserve Account 

(B) Subordinated PILOT Bonds Strike and Liquidity Reserve Account 

(viii) PILOT Bonds Rebate Fund 

(b) All of the Funds, Accounts, and Subaccounts created under the Master PILOT Indenture 
shall be held by the PILOT Bond Trustee.  All moneys and investments deposited with the PILOT Bond 
Trustee shall be held in trust and applied only in accordance with the Master PILOT Indenture and shall 
be trust funds for the purposes of the Master PILOT Indenture.  All moneys required to be deposited with 
or paid to the PILOT Bond Trustee for the credit of any Fund, Account or Subaccount under any 
provision of the Master PILOT Indenture and all investments made therewith shall be held by the PILOT 
Bond Trustee in trust and applied only in accordance with the provisions of the Master PILOT Indenture, 
and while held by the PILOT Bond Trustee shall constitute part of the PILOT Bonds Trust Estate, other 
than the PILOT Bonds Rebate Fund and be subject to the lien hereof. Additional Funds, Accounts and 
Subaccounts may be established by the LDC in its discretion in addition to the Funds, Accounts and 
Subaccounts established pursuant to the Master PILOT Indenture; the establishment of such Funds, 
Accounts and Subaccounts shall be evidenced by the terms of a Supplemental Indenture or by the delivery 
by the LDC to the PILOT Bond Trustee of a certificate of an Authorized Representative. 

(c) The amounts deposited in the Funds (other than the PILOT Bonds Rebate Fund) and 
Accounts created under the Master PILOT Indenture shall be subject to a security interest, lien and charge 
in favor of the PILOT Bond Trustee (for the benefit of the Holders of the Bonds) until disbursed as 
provided in the Master PILOT Indenture.   

(d) On January 5 and July 5 of each Bond Year, the PILOT Bond Trustee shall deliver the 
PILOT Certificate to the PILOT Trustee, with a copy to the Company and the LDC setting forth the Bond 
Payment Requirement for the next succeeding Payment Period. 

Deposits into PILOT Bonds Project Fund; Application of PILOT Bonds Project Fund Moneys. 

(a) There shall be deposited in the accounts in the PILOT Bonds Project Fund any and 
all amounts required to be deposited therein pursuant to each Supplemental PILOT Indenture and the 
Master PILOT Indenture or otherwise required to be deposited therein pursuant to the Master PILOT 
Indenture.  The amounts in each account in the PILOT Bonds Project Fund shall be subject to a security 
interest, lien and charge in favor of the PILOT Bond Trustee until disbursed as provided in the Master 
PILOT Indenture. 

(b) PILOT Bonds Costs of Issuance Account. There shall be deposited in the Series 
designated Subaccount of the PILOT Bonds Costs of Issuance Account such amounts as shall be provided 
in a Supplemental PILOT Indenture.  The PILOT Bond Trustee shall use amounts in the Series designated 
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Subaccount of the PILOT Bonds Costs of Issuance Account for payment of Costs of Issuance incurred in 
connection with the related Series of PILOT Bonds in accordance with a certificate or certificates of the 
LDC stating the names of the payees, the purpose of each payment in terms sufficient for identification 
and the respective amounts of each such payment.  Earnings from any investment of the Subaccount(s) of 
the PILOT Bonds Costs of Issuance Account shall be deposited in the related Subaccount of the PILOT 
Bonds Construction and Acquisition Account in the PILOT Bonds Project Fund and applied in the 
manner provided in the Master PILOT Indenture to pay Project Costs or if such amounts relate to 
Additional PILOT Bonds, the costs of any Capital Addition.  Any amounts remaining in a Series 
designated Subaccount of the PILOT Bonds Costs of Issuance Account after payment of all Costs of 
Issuance incurred in connection with the related Series of PILOT Bonds shall be deposited in the related 
Subaccount of the PILOT Bonds Construction and Acquisition Account in the PILOT Bonds Project 
Fund and used to pay Project Costs or if such amounts relate to Additional PILOT Bonds, the costs of any 
Capital Addition.  

(c) PILOT Bonds Construction and Acquisition Account. (i)  The PILOT Bond Trustee shall 
apply the amounts on deposit in the Subaccount(s) of the PILOT Bonds Construction and Acquisition 
Account of the PILOT Bonds Project Fund to (1) the payment, or reimbursement to the extent the same 
have been paid by or on behalf of the LDC, of Project Costs to the extent requisitioned under subsection 
(ii) below and (2) to the extent required by the Master PILOT Indenture, the payment of the PILOT 
Bonds Rebate Requirement.  

(ii) The PILOT Bond Trustee is authorized to disburse from the Subaccount(s) of the 
PILOT Bonds Construction and Acquisition Account of the PILOT Bonds Project Fund the amount 
required for the payment of Project Costs and is directed to issue its checks or wire transfer payments for 
each disbursement from the Subaccount(s) of the PILOT Bonds Construction and Acquisition Account of 
the PILOT Bonds Project Fund, upon a requisition submitted to the PILOT Bond Trustee and signed by 
the Construction Monitor and the Company.  The PILOT Bond Trustee shall issue such checks or wire 
such amount no later than five (5) Business Days after the submission of a properly completed 
requisition.  Such requisition shall be as set forth in the form of requisition from the PILOT Bonds Project 
Fund attached as Exhibit A to the Master PILOT Indenture.  Each such requisition shall be accompanied 
by (i) a schedule of bills or invoices supporting such requisition (stamped �paid� if reimbursement is to be 
made to the Company) or other evidence reasonably satisfactory to the PILOT Bond Trustee and (ii) a 
partial waiver of lien from any contractor which is being paid from any disbursement.  The PILOT Bond 
Trustee shall be entitled to rely on the correctness and accuracy of such requisition as well as the 
propriety of the signature thereon. 

(iii) The PILOT Bond Trustee is authorized to transfer from the Subaccount(s) of the 
PILOT Bonds Construction and Acquisition Account to the PILOT Bonds Rebate Fund the amount 
required for the payment of the PILOT Bonds Rebate Requirement upon written instructions from the 
LDC to make such transfer in accordance with the Master PILOT Indenture. 

(iv) Earnings from any investment of amounts on deposit in a Subaccount of the 
PILOT Bonds Construction and Acquisition Account shall remain in such Subaccount of the PILOT 
Bonds Construction and Acquisition Account in the PILOT Bonds Project Fund and applied to the 
payment of Project Costs.  

(v) Upon the receipt of the Construction Progress Certificate by the PILOT Bond 
Trustee from the Construction Monitor as set forth in the Master PILOT Indenture, the PILOT Bond 
Trustee shall transfer moneys from the applicable Subaccount of the PILOT Bonds Construction and 
Acquisition Account to the related Subaccount of the Senior PILOT Bonds Interest Account and the 
Senior PILOT Bonds Principal Account or the Subordinated PILOT Bonds Interest Account and the 
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Subordinated PILOT Bonds Principal Account, as applicable, in accordance with and in the amounts set 
forth in the Master PILOT Indenture.  All amounts remaining in a Subaccount of the PILOT Bonds 
Construction and Acquisition Account after Completion shall be disbursed in accordance with the Master 
PILOT Indenture. 

(d) PILOT Bonds Administrative Cost Account.  The PILOT Bond Trustee shall apply the 
amounts on deposit in the PILOT Bonds Administrative Cost Account of the Project Fund to the payment, 
or reimbursement to the extent the same have been paid by or on behalf of the LDC, of the LDC�s costs 
incurred in the administration of the PILOT Assignment and the Master PILOT Indenture, upon a 
requisition submitted to the PILOT Bond Trustee and signed by an Authorized Representative of the LDC 
to the extent requisitioned under the Master PILOT Indenture. 

(e) Senior PILOT Bonds Capitalized Interest Account.  There shall be deposited in the Series 
designated Subaccount of the Senior PILOT Bonds Capitalized Interest Account such amounts as shall be 
provided in a Supplemental PILOT Indenture relating to the related Series of Senior PILOT Bonds.  The 
initial amounts on deposit in the Series designated Subaccount of Senior PILOT Bonds Capitalized 
Interest Account shall be used to pay interest on the related Series of Senior PILOT Bonds, Regularly 
Scheduled Swap Payments related thereto, if any, and Bond Fees, if any, during the Construction Period 
and through the Completion Date. The PILOT Bond Trustee is authorized and directed to transfer from a 
Series designated Subaccount of Senior PILOT Bonds Capitalized Interest Account (i) to the related 
Subaccount of the Senior PILOT Bonds Interest Account on or before each Interest Payment Date an 
amount equal to the amount necessary to pay the interest on the related Series of Senior PILOT Bonds 
becoming due on such Interest Payment Date and Regularly Scheduled Swap Payments related thereto 
due on such date and (ii) to the Administrative Costs Account on or before the due date in connection 
therewith the amount necessary to pay Bond Fees relating to such Series of Senior PILOT Bonds.  
Earnings from investment of amounts on deposit in a Subaccount of Senior PILOT Bonds Capitalized 
Interest Account shall be retained in such Subaccount of Senior PILOT Bonds Capitalized Interest 
Account.  All amounts remaining in a Series designated Subaccount of the Senior PILOT Bonds 
Capitalized Interest Account after the Completion Date will be transferred first, to the related Subaccount 
of the Senior PILOT Bonds Debt Service Reserve Account, if and to the extent necessary to make the 
amount in the Senior PILOT Bonds Debt Service Reserve Account equal the Senior PILOT Bonds Debt 
Service Reserve Account Requirement for the related Series of Senior PILOT Bonds, and then any 
balance shall be transferred to the related Subaccount of the Senior PILOT Bonds Interest Account to 
make the amount on deposit therein equal Annual Debt Service for the remainder of the applicable Bond 
Year relating to the related Series of Senior PILOT Bonds and any related Parity Debt, and then to the 
PILOT Bonds Revenue Fund. 

(f) Subordinated PILOT Bonds Capitalized Interest Account.  There shall be deposited in the 
Series designated Subaccount of the Subordinated PILOT Bonds Capitalized Interest Account such 
amounts as shall be provided in a Supplemental PILOT Indenture relating to the related Series of 
Subordinated PILOT Bonds.  The initial amounts on deposit in the Series designated Subaccount of 
Subordinated PILOT Bonds Capitalized Interest Account shall be used to pay interest on the related 
Series of Subordinated PILOT Bonds, Regularly Scheduled Swap Payments related thereto, if any, and 
Bond Fees, if any, during the Construction Period and through the Completion Date. The PILOT Bond 
Trustee is authorized and directed to transfer from a Series designated Subaccount of Subordinated 
PILOT Bonds Capitalized Interest Account (i) to the related Subaccount of the Subordinated PILOT 
Bonds Interest Account on or before each Interest Payment Date an amount equal to the amount necessary 
to pay the interest on the related Series of Subordinated PILOT Bonds becoming due on such Interest 
Payment Date and Regularly Scheduled Swap Payments related thereto due on such date and (ii) to the 
Administrative Costs Account on or before the due date in connection therewith the amount necessary to 
pay Bond Fees relating to such Series of Subordinated PILOT Bonds.  Earnings from investment of 
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amounts on deposit in a Subaccount of Subordinated PILOT Bonds Capitalized Interest Account shall be 
retained in such Subaccount of Subordinated PILOT Bonds Capitalized Interest Account.  All amounts 
remaining in a Series designated Subaccount of the Subordinated PILOT Bonds Capitalized Interest 
Account after the Completion Date will be transferred first, to the related Subaccount of the Subordinated 
PILOT Bonds Debt Service Reserve Account, if and to the extent necessary to make the amount in the 
Subordinated PILOT Bonds Debt Service Reserve Account equal the Subordinated PILOT Bonds Debt 
Service Reserve Account Requirement for the related Series of Subordinated PILOT Bonds, and then any 
balance shall be transferred to the related Subaccount of the Subordinated PILOT Bonds Interest Account 
to make the amount on deposit therein equal Annual Debt Service for the remainder of the applicable 
Bond Year relating to the related Series of Subordinated PILOT Bonds and any related Parity Debt, and 
then to the PILOT Bonds Revenue Fund. 

(g) Senior PILOT Bonds Bond Proceeds Account.  There shall be deposited in a Series 
designated Subaccount of the Senior PILOT Bonds Bond Proceeds Account such amounts as shall be 
provided in a Supplemental PILOT Indenture relating to such Series of Senior PILOT Bonds.  The PILOT 
Bond Trustee is authorized to transfer from such Subaccount of the Senior PILOT Bonds Bond Proceeds 
Account to the related Subaccounts of the PILOT Bonds Construction and Acquisition Account and the 
Senior PILOT Bonds Debt Service Reserve Account in such amounts as shall be directed by the LDC. 
Earnings from investment of amounts on deposit in a Subaccount of the Senior PILOT Bonds Bond 
Proceeds Account shall be retained in such Subaccount of the Senior PILOT Bonds Bond Proceeds 
Account. 

(h) Subordinated PILOT Bonds Bond Proceeds Account.  There shall be deposited in a 
Series designated Subaccount of the Subordinated PILOT Bonds Bond Proceeds Account such amounts 
as shall be provided in a Supplemental PILOT Indenture relating to such Series of Subordinated PILOT 
Bonds.  The PILOT Bond Trustee is authorized to transfer from such Subaccount of the Subordinated 
PILOT Bonds Bond Proceeds Account to the related Subaccounts of the PILOT Bonds Construction and 
Acquisition Account and the Subordinated PILOT Bonds Debt Service Reserve Account in such amounts 
as shall be directed by the LDC. Earnings from investment of amounts on deposit in a Subaccount of the 
Subordinated PILOT Bonds Bond Proceeds Account shall be retained in such Subaccount of the 
Subordinated PILOT Bonds Bond Proceeds Account. 

(i) General.  (i)  The PILOT Bond Trustee shall keep and maintain adequate records 
pertaining to the Accounts and Subaccounts in the PILOT Bonds Project Fund and all disbursements 
therefrom and shall furnish copies of same to the LDC upon reasonable written request. 

 (ii) The PILOT Bond Trustee shall on written request by the LDC furnish to 
the LDC and the provider of a Qualified Swap, if any, within a reasonable time period a written statement 
of disbursements from the Accounts and Subaccounts in the PILOT Bonds Project Fund, enumerating, 
among other things, item, cost, amount disbursed, date of disbursement and the person to whom payment 
was made, together with copies of all bills, invoices or other evidences submitted to the PILOT Bond 
Trustee for such disbursement and all lien waivers from each contractor that furnished work, labor, 
services, materials or supplies to the Project. 

 (iii) Upon Completion of the Project, any balance of such remaining amounts 
in the Subaccounts of the PILOT Bonds Costs of Issuance Account and the PILOT Bonds Construction 
and Acquisition Account shall be transferred to the PILOT Bonds Revenue Fund. 

(j) Transfer to PILOT Bonds Redemption Account.  In the event the LDC shall be required 
to or shall elect to cause the PILOT Bonds to be redeemed in whole pursuant to the Master PILOT 
Indenture or any Supplemental PILOT Indenture, the balance in any Subaccount of the accounts in the 
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PILOT Bonds Project Fund shall be transferred first, to the Subaccounts in the Senior PILOT Bonds 
Redemption Account of the Senior PILOT Bonds Bond Fund, pro rata, until the balances therein are 
sufficient to pay the Redemption Price of all Series of the Senior PILOT Bonds and then to the 
Subaccounts of the Subordinated PILOT Bonds Redemption Account of the Subordinated PILOT Bonds 
Bond Fund, pro rata, until the balances therein are sufficient to pay the Redemption Price of all Series of 
the Subordinated PILOT Bonds. 

Deposits into PILOT Bonds Revenue Fund; Application of PILOT Bonds Revenue Fund Moneys.   

(a) The PILOT Bond Trustee shall deposit or cause to be deposited into the PILOT Bonds 
Revenue Fund immediately upon their receipt all PILOT Revenues.  The PILOT Bond Trustee shall also 
deposit in the PILOT Bonds Revenue Fund such other amounts required to be deposited therein pursuant 
to the Master PILOT Indenture; provided, however, that any moneys paid to the PILOT Bond Trustee for 
the purchase of Senior PILOT Bonds or Subordinated PILOT Bonds or Parity Debt pursuant to the 
provisions hereof or the redemption of Senior PILOT Bonds or Subordinated PILOT Bonds or Parity 
Debt pursuant to the provisions hereof shall be deposited into the related Subaccount of the Senior PILOT 
Bonds Redemption Account of the Senior PILOT Bonds Bond Fund or Subordinated PILOT Bonds 
Redemption Account of the Subordinated PILOT Bonds Bond Fund, in each case, as applicable, without 
the deposit of such moneys into the PILOT Bonds Revenue Fund and applied to the redemption of Senior 
PILOT Bonds or Subordinated PILOT Bonds, as applicable.  Earnings from investments of the PILOT 
Bonds Revenue Fund shall remain on deposit in the PILOT Bonds Revenue Fund.   

(b) No later than two Business Days� after receipt of any PILOT Revenues in the PILOT 
Bonds Revenue Fund, the PILOT Bond Trustee shall make the following transfers from the PILOT Bonds 
Revenue Fund in the following order, subject to credits for amounts already on deposit in the Funds, 
Accounts and Subaccounts described below: 

(i) To each Subaccount established with respect to a Series of Senior PILOT Bonds 
in the Senior PILOT Bonds Interest Account in the Senior PILOT Bonds Bond Fund, pro rata, an amount 
equal to the interest due and the Parity Reimbursement Obligations, Regularly Scheduled Swap Payments 
payable under related Parity Swap Obligations and any Bond Fees related to such Series of Senior PILOT 
Bonds due and payable on the next succeeding Interest Payment Date or during the next succeeding 
Payment Period with respect to such Series of Senior PILOT Bonds; 

(ii) To each Subaccount established with respect to a Series of Senior PILOT Bonds 
in the Senior PILOT Bonds Principal Account in the Senior PILOT Bonds Bond Fund, pro rata, an 
amount equal to (A) one-half of the principal and Sinking Fund Installment due and payable on such 
Series of Senior PILOT Bonds on the next succeeding July 15, provided, however, if the next succeeding 
Interest Payment Date is July 15, such amount, together with amounts held in such Subaccount of the 
Senior Bonds Principal Account in the Senior PILOT Bonds Bond Fund for the payment of the principal 
and Sinking Fund Installment due and payable on such Series of Senior PILOT Bonds on such July 15, 
shall be equal to the amount necessary to pay such principal and Sinking Fund Installment in full and 
(B) the related Parity Reimbursement Obligations due and payable on the next succeeding Interest 
Payment Date or during the next succeeding Payment Period with respect to such Series of the Senior 
PILOT Bonds; 

(iii) To each Subaccount established with respect to a Series of Senior PILOT Bonds 
in the Senior PILOT Bonds Redemption Account in the Senior PILOT Bonds Bond Fund, pro rata, an 
amount equal to the redemption price of such Series of Senior PILOT Bonds which is due and payable on 
the next succeeding Interest Payment Date or during the next succeeding Payment Period; 
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(iv) To reimburse each Reserve Account Credit Facility Provider for any amounts 
advanced under its Reserve Account Credit Facility relating to the Senior PILOT Bonds, including paying 
interest thereon and any other amounts owed, in accordance with the terms of such Reserve Account 
Credit Facility; to the extent that on any date the amounts available for such reimbursement payments are 
insufficient to make all such payments, including interest, the amounts actually available shall be paid, 
pro rata, to each Reserve Account Credit Facility Provider in proportion to the payments then due under 
the respective Reserve Account Credit Facilities; provided however, that if any such payment shall not 
result in the reinstatement of a portion of such Reserve Account Credit Facility in an amount equal to 
such payment (excluding the portion thereof representing interest on such advance), such reimbursement 
payment shall be made only after the payments otherwise required by subparagraphs (i) through (vi) of 
this summarized section (b)); 

(v) If the balance in any Subaccount of the Senior PILOT Bonds Debt Service 
Reserve Account in the Senior PILOT Bonds Debt Service Reserve Fund is less than the Senior PILOT 
Bonds Debt Service Reserve Account Requirement for such Series of Senior PILOT Bonds, to such 
Subaccount of the Senior PILOT Bonds Debt Service Reserve Account in the Senior PILOT Bonds Debt 
Service Reserve Fund the amount necessary to satisfy the Senior PILOT Bonds Debt Service Reserve 
Account Requirement for such Series of Senior PILOT Bonds; to the extent that on any date the amounts 
available for such transfer are insufficient to make all such deposits in the Subaccounts of the Senior 
PILOT Bonds Debt Service Reserve Account, the amounts actually available shall be paid, pro rata, to 
each Subaccount of the Senior PILOT Bonds Debt Service Reserve Account in proportion to the amounts 
then necessary to satisfy the Senior PILOT Bonds Debt Service Reserve Account Requirement for 
applicable Series of Senior PILOT Bonds; 

(vi) If the balance in any Subaccount of the Senior PILOT Bonds Strike and Liquidity 
Reserve Account in the Senior PILOT Bonds Debt Service Reserve Fund is less than the Senior PILOT 
Bonds Strike and Liquidity Reserve Account Requirement for such Series of Senior PILOT Bonds, to 
such Subaccount of the Senior PILOT Bonds Strike and Liquidity Reserve Account in the Senior PILOT 
Bonds Debt Service Reserve Fund the amount necessary to satisfy the Senior PILOT Bonds Strike and 
Liquidity Reserve Account Requirement for such Series of Senior PILOT Bonds; to the extent that on any 
date the amounts available for such transfer are insufficient to make all such deposits in the Subaccounts 
of the Senior PILOT Bonds Strike and Liquidity Reserve Account, the amounts actually available shall be 
paid, pro rata, to each Subaccount of the Senior PILOT Bonds Strike and Liquidity Reserve Account in 
proportion to the amounts then necessary to satisfy the Senior PILOT Bonds Strike and Liquidity Reserve 
Account Requirement for applicable Series of Senior PILOT Bonds; 

(vii) To each Subaccount established for a Series of Senior PILOT Bonds in the Senior 
PILOT Bonds Interest Account in the Senior PILOT Bonds Bond Fund, pro rata, the amount necessary, if 
any, to pay any Swap Termination Payments due and payable in the next succeeding Payment Period with 
respect to Qualified Swaps relating to such Series of Senior PILOT Bonds, which amount shall be 
segregated from and not commingled with any other moneys held in such Subaccount of the Senior 
PILOT Bonds Interest Account in the Senior PILOT Bonds Bond Fund, and which amount alone shall be 
available for the payment of any such Swap Termination Payments with respect to Qualified Swaps 
related to such Series of Senior PILOT Bonds; 

(viii) To each Subaccount established with respect to a Series of Subordinated PILOT 
Bonds in the Subordinated PILOT Bonds Interest Account in the Subordinated PILOT Bonds Bond Fund, 
pro rata, an amount equal to the interest due and the Parity Reimbursement Obligations, Regularly 
Scheduled Swap Payments payable under related Parity Swap Obligations and any Bond Fees related to 
such Series of Subordinated PILOT Bonds due and payable on the next succeeding Interest Payment Date 
or during the next succeeding Payment Period with respect to such Series of the Subordinated PILOT 
Bonds; 
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(ix) To each Subaccount established with respect to a Series of Subordinated PILOT 
Bonds in the Subordinated PILOT Bonds Principal Account in the Subordinated PILOT Bonds Bond 
Fund, pro rata, an amount equal to (A)  one-half of the principal and Sinking Fund Installment due and 
payable on such Series of Subordinated PILOT Bonds on the next succeeding July 15, provided, however, 
if the next succeeding Interest Payment Date is July 15, such amount, together with amounts held in such 
Subaccount of the Senior Bonds Principal Account in the Senior PILOT Bonds Bond Fund for the 
payment of the principal and Sinking Fund Installment due and payable on such Series of Subordinated 
PILOT Bonds on such July 15, shall be equal to the amount necessary to pay such principal and Sinking 
Fund Installment in full and (B) the related Parity Reimbursement Obligations due and payable on the 
next succeeding Interest Payment Date or during the next succeeding Payment Period with respect to such 
Series of Subordinated PILOT Bonds; 

(x) To each Subaccount established with respect to a Series of Subordinated PILOT 
Bonds in the Subordinated PILOT Bonds Redemption Account in the Subordinated PILOT Bonds Bond 
Fund, pro rata, an amount equal to the redemption price of such Series of Subordinated PILOT Bonds 
which is due and payable on the next succeeding Interest Payment Date or during the next succeeding 
Payment Period; 

(xi) To reimburse each Reserve Account Credit Facility Provider for any amounts 
advanced under its Reserve Account Credit Facility relating to the Subordinated PILOT Bonds, including 
paying interest thereon and any other amounts owed, in accordance with the terms of such Reserve 
Account Credit Facility; to the extent that on any date the amounts available for such reimbursement 
payments are insufficient to make all such payments, including interest, the amounts actually available 
shall be paid, pro rata, to each Reserve Account Credit Facility Provider in proportion to the payments 
then due under the respective Reserve Account Credit Facilities; provided however, that if any such 
payment shall not result in the reinstatement of a portion of such Reserve Account Credit Facility in an 
amount equal to such payment (excluding the portion thereof representing interest on such advance), such 
reimbursement payment shall be made only after the payments otherwise required by subparagraphs (i) 
through (xiii) of this summarized subsection (b); 

(xii) If the balance in any Subaccount of the Subordinated PILOT Bonds Debt Service 
Reserve Account in the Subordinated PILOT Bonds Debt Service Reserve Fund is less than the 
Subordinated PILOT Bonds Debt Service Reserve Account Requirement for such Series of Subordinated 
PILOT Bonds, to such Subaccount of the Subordinated PILOT Bonds Debt Service Reserve Account in 
the Subordinated PILOT Bonds Debt Service Reserve Fund the amount necessary to satisfy the 
Subordinated PILOT Bonds Debt Service Reserve Account Requirement for such Series of Subordinated 
PILOT Bonds; to the extent that on any date the amounts available for such transfer are insufficient to 
make all such deposits in the Subaccounts of the Subordinated PILOT Bonds Debt Service Reserve 
Account, the amounts actually available shall be paid, pro rata, to each Subaccount of the Subordinated 
PILOT Bonds Debt Service Reserve Account in proportion to the amounts then necessary to satisfy the 
Subordinated PILOT Bonds Debt Service Reserve Account Requirement for applicable Series of 
Subordinated PILOT Bonds; 

(xiii) If the balance in any Subaccount of the Subordinated PILOT Bonds Strike and 
Liquidity Reserve Account in the Subordinated PILOT Bonds Debt Service Reserve Fund is less than the 
Subordinated PILOT Bonds Strike and Liquidity Reserve Account Requirement for such Series of 
Subordinated PILOT Bonds, to such Subaccount of the Subordinated PILOT Bonds Strike and Liquidity 
Reserve Account in the Subordinated PILOT Bonds Debt Service Reserve Fund the amount necessary to 
satisfy the Subordinated PILOT Bonds Strike and Liquidity Reserve Account Requirement for such 
Series of Subordinated PILOT Bonds; to the extent that on any date the amounts available for such 
transfer are insufficient to make all such deposits in the Subaccounts of the Subordinated PILOT Bonds 
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Strike and Liquidity Reserve Account, the amounts actually available shall be paid, pro rata, to each 
Subaccount of the Subordinated PILOT Bonds Strike and Liquidity Reserve Account in proportion to the 
amounts then necessary to satisfy the Subordinated PILOT Bonds Strike and Liquidity Reserve Account 
Requirement for applicable Series of Subordinated PILOT Bonds; 

(xiv) To each Subaccount established for a Series of Subordinated PILOT Bonds in the 
Subordinated PILOT Bonds Interest Account in the Subordinated PILOT Bonds Bond Fund, pro rata, the 
amount necessary, if any, to pay any Swap Termination Payments due and payable in the next succeeding 
Payment Period with respect to Qualified Swaps relating to such Series of Subordinated PILOT Bonds, 
which amounts shall be segregated from and not commingled with any other moneys held in such 
Subaccount of the Subordinated PILOT Bonds Interest Account in the Subordinated PILOT Bonds Bond 
Fund, and the amount necessary, if any, to pay any Other Swap Payments due and payable in the next 
succeeding Payment Period, which amounts designated for the payment of Other Swap Payments shall be 
segregated from and not commingled with any other moneys held in such Subaccount of the Subordinated 
PILOT Bonds Interest Account in the Subordinated PILOT Bonds Bond Fund, and which amounts alone 
shall be available for the payment of any such Swap Termination Payments due and payable in the next 
succeeding Payment Period with respect to Qualified Swaps related to such Series of Subordinated 
PILOT Bonds and such Other Swap Payments, as applicable; 

(xv) To the PILOT Bonds Rebate Fund, the amount, if any, as shall be required to pay 
any PILOT Bonds Rebate Requirement; 

(xvi) To the PILOT Bonds Administrative Cost Account, an amount equal to the 
LDC�s costs incurred in the administration of the PILOT Agreement or the Master PILOT Indenture; and 

(xvii) After making the deposits required by subparagraphs (i) through (xvi) above, any 
monies remaining in the PILOT Bonds Revenue Fund shall be held in the PILOT Bonds Revenue Fund. 

Deposits into PILOT Bonds Renewal Fund; Application of PILOT Bonds Renewal Fund Moneys.  (a)  
All amounts received by the PILOT Bond Trustee constituting Restoration Funds, insurance proceeds or 
proceeds of condemnation awards shall be deposited in the PILOT Bonds Renewal Fund.   All moneys 
deposited in the PILOT Bonds Renewal Fund shall be held in trust by the PILOT Bond Trustee and 
applied only in accordance with the provisions of the Master PILOT Indenture and shall be a trust fund 
for the purposes hereof. Amounts on deposit in the PILOT Bonds Renewal Fund shall not be commingled 
with the amounts held in any Fund or Account under the Master PILOT Indenture.   

(b) If the Company elects or is required to perform a Casualty Restoration or Condemnation 
Restoration in accordance with the terms of Articles XIII or XIV, as applicable,  of the Lease Agreement, 
the PILOT Bond Trustee is authorized to apply the amounts in the PILOT Bonds Renewal Fund to the 
payment (or reimbursement to the extent the same have been paid by or on behalf of the Company or the 
LDC) of the costs required for the rebuilding, replacement, repair and restoration of the Arena in 
accordance with the procedures set forth in the Master PILOT Indenture. The PILOT Bond Trustee is 
further authorized and directed to issue its checks for each disbursement from the PILOT Bonds Renewal 
Fund upon a requisition submitted to the PILOT Bond Trustee and signed by an Authorized 
Representative of the Construction Monitor.  The PILOT Bond Trustee shall issue its checks no later than 
five (5) Business Days after such submission.  Each such requisition shall be accompanied by bills, 
invoices or other evidences reasonably satisfactory to the PILOT Bond Trustee.  The PILOT Bond 
Trustee shall be entitled to rely on such requisition.  The PILOT Bond Trustee shall keep and maintain 
adequate records pertaining to the PILOT Bonds Renewal Fund and all disbursements therefrom and shall 
furnish copies of same to the LDC and the Company upon reasonable written request therefore. 
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(c) The date of completion of the restoration of the Arena shall be evidenced to the LDC and 
the PILOT Bond Trustee by a certificate of an Authorized Representative of the Company stating (i) the 
date of such completion, (ii) that all labor, services, materials and supplies used therefor and all costs and 
expenses in connection therewith have been paid for, (iii) that the Arena has been restored to substantially 
its condition immediately prior to the Casualty Event or Taking or to a condition of at least equivalent 
value, operating efficiency and function, (iv) that the LDC has good and valid leasehold title to all 
property constituting part of the restored Project and all property of the Arena is subject to the mortgage 
liens and security interests of the PILOT Mortgages, (v) the Rebate Requirement applicable with respect 
to the Restoration Funds or condemnation awards and the earnings thereon (with a statement as to the 
determination of the Rebate Requirement and a direction to the PILOT Bond Trustee of any required 
transfer to the PILOT Bonds Rebate Fund), and (vi) that the restored Arena is ready for occupancy, use 
and operation for its Intended Purpose.  Notwithstanding the foregoing, such certificate shall state (x) that 
it is given without prejudice to any rights of the Company against third parties which exist at the date of 
such certificate or which may subsequently come into being, (y) that it is given only for the purposes of 
this summarized section, and (z) that no Person other than the LDC, the PILOT Bondholders, the Holders 
of Parity Debt or the PILOT Bond Trustee may benefit therefrom.  Such certificate shall be accompanied 
by (i) a temporary or permanent certificate of occupancy, if required, and any and all permissions, 
licenses or consents required of Governmental Authorities for the occupancy, operation and use of the 
Arena for the purposes contemplated by the PILOT Agreement; (ii) a certificate of an Authorized 
Representative of the Construction Monitor (1) certifying that all costs of rebuilding, repair, restoration 
and reconstruction of the Arena have been paid in full, and (2) attaching thereto lien waivers or releases 
of mechanics� liens by all contractors and materialmen who supplied work, labor, services, materials or 
supplies in connection with the rebuilding, repair, restoration and reconstruction of the Arena (or, to the 
extent that any such costs shall be the subject of a bona fide dispute, evidence to the PILOT Bond Trustee 
that such costs have been appropriately bonded or that the Company shall have posted a surety or security 
at least equal to the amount of such costs) and (iii) a current title update confirming that no mechanics� or 
other liens have been filed against the Project. 

(d) In the event of a Substantial Taking or if the Company elects not to perform a 
Condemnation Restoration as permitted by the terms of Article XIV of the Lease Agreement, then the 
LDC shall direct the PILOT Bond Trustee in writing to (1) pay to the LDC an amount equal to the value 
of the Land so taken, and (2) redeem PILOT Bonds in accordance with the Master PILOT Indenture and 
all amounts remaining on deposit in the PILOT Bonds Renewal Fund after the transfer to the LDC set 
forth in clause (1) above will be transferred pro rata in proportion to the amount of Outstanding Senior 
PILOT Bonds to the Subaccounts of the Senior PILOT Bonds Redemption Account in the Senior PILOT 
Bonds Bond Fund to redeem Senior PILOT Bonds as soon as practicable.  Any surplus in the amount so 
transferred to the Subaccounts of the Senior PILOT Bonds Redemption Account in the Senior PILOT 
Bonds Bond Fund shall be transferred pro rata in proportion to the amount of Subordinated PILOT Bonds 
Outstanding to the Subaccounts of the Subordinated PILOT Bonds Redemption Account in the 
Subordinated PILOT Bonds Bond Fund. 

(e) If the Company elects not to perform a Casualty Restoration as permitted by  the terms of 
Article XIII of the Lease Agreement, then the LDC shall direct the PILOT Bond Trustee in writing to (1) 
pay to the Company an amount equal to the costs of demolition  if the LDC has elected pursuant to 
Article XIII of the Lease Agreement to have the Company demolish the Arena and (2) redeem PILOT 
Bonds in accordance with the Master PILOT Indenture and all amounts remaining on deposit in the 
PILOT Bonds Renewal Fund after the transfer, if any, to the Company set forth in clause (1) above will 
be transferred pro rata in proportion to the amount of Senior PILOT Bonds Outstanding to the 
Subaccounts of the Senior PILOT Bonds Redemption Account in the Senior PILOT Bonds Bond Fund to 
redeem Senior PILOT Bonds as soon as practicable.  Any surplus in the amount so transferred to the 
Subaccounts of the Senior PILOT Bonds Redemption Account in the Senior PILOT Bonds Bond Fund 
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shall be transferred pro rata in proportion to the amount of Subordinated PILOT Bonds Outstanding to the 
Subaccounts of the Subordinated PILOT Bonds Redemption Account in the Subordinated PILOT Bonds 
Bond Fund.  

(f) Any amounts remaining on deposit in the PILOT Bonds Renewal Fund after making any 
transfers or payments pursuant to this summarized section shall be disbursed by the PILOT Bond Trustee 
to the appropriate party pursuant to the provisions of Articles XIII or XIV, as applicable, of the Lease 
Agreement. 

Deposits into Senior PILOT Bonds Bond Fund; Application of Senior PILOT Bonds Bond Fund Moneys.  
(a)  There is created and established in the Senior PILOT Bonds Bond Fund the accounts described below 
which shall be held by the PILOT Bond Trustee and which shall be used solely for the purpose of paying 
the principal of and Redemption Price, if any, and interest and Sinking Fund Installments on, and any 
PILOT Bond Fees relating to, the Senior PILOT Bonds and related Parity Debt and of retiring such 
Senior PILOT Bonds and related Parity Debt at or prior to maturity in the manner provided herein and in 
any Supplemental PILOT Indenture and in making all Regularly Scheduled Swap Payments under Parity 
Swap Obligations related to such Senior PILOT Bonds when due. 

(b) Senior PILOT Bonds Interest Account.   

(i) The PILOT Bond Trustee shall deposit into the applicable Series designated 
Subaccount of the Senior PILOT Bonds Interest Account, upon receipt thereof, all amounts transferred by 
the PILOT Bond Trustee for deposit therein in accordance the section above titled �Deposits into PILOT 
Bonds Revenue Fund; Application of PILOT Bonds Revenue Fund Moneys� and paragraph (e) below and 
any Regularly Scheduled Swap Payments related to such Series of Senior PILOT Bonds made by a 
Qualified Swap Provider pursuant to a Qualified Swap. 

(ii) The PILOT Bond Trustee shall, on or before each Interest Payment Date, pay out 
of the applicable Subaccount of the Senior PILOT Bonds Interest Account relating to a Series of Senior 
PILOT Bonds the amounts required for the payment of the interest becoming due on such Series of Senior 
PILOT Bonds and related Parity Reimbursement Obligations on such Interest Payment Date.  The PILOT 
Bond Trustee shall also pay out of the applicable Subaccount of the Senior PILOT Bonds Interest 
Account relating to a Series of Senior PILOT Bonds, on any Redemption Dates for the Series of Senior 
PILOT Bonds being refunded by an issue of Refunding Bonds, the amount required for the payment of 
interest on the related Series of Senior PILOT Bonds then to be so redeemed.  The PILOT Bond Trustee 
shall also, on or before the date on which any Regularly Scheduled Swap Payments under a Parity Swap 
Obligation related to such Senior PILOT Bonds is due, pay out of the Subaccount of the Senior PILOT 
Bonds Interest Account relating to the Series of Senior PILOT Bonds for which the applicable Qualified 
Swap is related, the amounts required for the payment of the Regularly Scheduled Swap Payments 
becoming due on such date. The PILOT Bond Trustee shall also pay out of the applicable Subaccount of 
the Senior PILOT Bonds Interest Account relating to the Series of Senior PILOT Bonds any Bond Fees 
related to such Series of Senior PILOT Bonds, upon a requisition submitted to the PILOT Bond Trustee 
and signed by an Authorized Representative of the LDC to the extent requisitioned under the Master 
PILOT Indenture. 

(c) Senior PILOT Bonds Principal Account. (i)  The PILOT Bond Trustee shall deposit into 
the applicable Series designated Subaccount of the Senior PILOT Bonds Principal Account, upon receipt 
thereof, all amounts transferred by the PILOT Bond Trustee for deposit therein in accordance with the 
section above titled �Deposits into PILOT Bonds Revenue Fund; Application of PILOT Bonds Revenue 
Fund Moneys� and paragraph (e) below representing Principal Installments becoming due on such Series 
of Senior PILOT Bonds and any related Parity Reimbursement Obligation on a principal payment date. 
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(ii) The PILOT Bond Trustee shall, on or before a Principal Payment Date, pay out 
of the applicable Subaccount of the Senior PILOT Bonds Principal Account relating to a Series of Senior 
PILOT Bonds the amounts required for the payment of the Principal Installments becoming due on such 
Series of the Senior PILOT Bonds and any related Parity Reimbursement Obligation on such Principal 
Payment Date. 

(d) Senior PILOT Bonds Redemption Account.  (i)  Except as may be otherwise provided in 
a Supplemental PILOT Indenture authorizing particular Senior PILOT Bonds, amounts in the Series 
designated Subaccounts of the Senior PILOT Bonds Redemption Account of the Senior PILOT Bonds 
Bond Fund shall be applied, at the written direction of the LDC, as promptly as practicable, to the 
purchase or redemption of the related Series of Senior PILOT Bonds or related Parity Reimbursement 
Obligations, as applicable, at prices not exceeding the Redemption Price thereof applicable on the earliest 
date upon which such Senior PILOT Bonds or Parity Reimbursement Obligations are next subject to 
redemption pursuant to the Master PILOT Indenture, plus accrued interest to the date of redemption.  Any 
amount in such Subaccount of the Senior PILOT Bonds Redemption Account not so applied to the 
purchase of Senior PILOT Bonds or Parity Reimbursement Obligations by forty-five (45) days prior to 
the next date on which such Senior PILOT Bonds or Parity Reimbursement Obligations are so 
redeemable shall be applied to the redemption of such Senior PILOT Bonds or Parity Reimbursement 
Obligations on such redemption date.  Any amounts deposited in the Subaccounts of the Senior PILOT 
Bonds Redemption Account and not applied within twelve (12) months of their date of deposit to the 
purchase or redemption of related Senior PILOT Bonds or Parity Reimbursement Obligations (except if 
held in accordance with the section titled �Defeasance� below) shall be transferred to the related 
Subaccount of the Senior PILOT Bonds Interest Account.  The Senior PILOT Bonds or Parity 
Reimbursement Obligations to be purchased or redeemed shall be selected by the PILOT Bond Trustee in 
the manner provided in the Master PILOT Indenture.  Amounts in the Subaccounts of the Senior PILOT 
Bonds Redemption Account to be applied to the redemption of related Senior PILOT Bonds or Parity 
Reimbursement Obligations shall be paid to the PILOT Bonds Paying Agent on or before the redemption 
date and applied by them on such redemption date to the payment of the Redemption Price of the Senior 
PILOT Bonds being redeemed plus interest on such Senior PILOT Bonds accrued to the redemption date. 

(ii) Moneys in the Series designated Subaccounts of the Senior PILOT Bonds 
Redemption Account of the Senior PILOT Bonds Bond Fund which are not set aside or deposited for the 
redemption or purchase of related Senior PILOT Bonds or Parity Reimbursement Obligations shall be 
transferred by the PILOT Bond Trustee to the related Subaccounts of the Senior PILOT Bonds Interest 
Account or the Senior PILOT Bonds Principal Account of the Senior PILOT Bonds Bond Fund. 

(e) Deficiencies.  If, on the Business Day preceding a Interest Payment Date or principal 
payment date, the balances in any Series designated Subaccount of the Senior PILOT Bonds Interest 
Account and/or the Senior PILOT Bonds Principal Account, after giving effect to any transfers made 
pursuant to the Master Indenture, shall be insufficient to pay interest or principal installments on the 
related Series of Senior PILOT Bonds or Parity Reimbursement Obligations on a payment date, the 
PILOT Bond Trustee shall transfer to such Subaccount of the Senior PILOT Bonds Interest Account and 
then to such Subaccount of the Senior PILOT Bonds Principal Account such amounts as may be 
necessary therefor, first, from amounts on deposit in the related Series designated Subaccount of Senior 
PILOT Bonds Debt Service Reserve Account and second, if amounts in the related Series designated 
Subaccount of Senior PILOT Bonds Debt Service Reserve Account are insufficient from the related 
Series designated Subaccount of Senior PILOT Bonds Strike and Liquidity Reserve Account; provided 
however, if a delay in the construction of the Arena Project has occurred and the amount on deposit in the 
related Series designated Subaccount of the Senior PILOT Bonds Capitalized Interest Account and 
required to be withdrawn from such Subaccount on the next Interest Payment Date to occur after the 
commencement of such delay is insufficient to pay all or any part of the accrued interest due and payable 
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on such Interest Payment Date, then the amounts on deposit in the related Series designated Subaccount 
of the Senior PILOT Bonds Strike and Liquidity Reserve Account will be transferred to the related Series 
designated Subaccount of the Senior PILOT Bonds Interest Account prior to any transfer of amounts in 
the related Series designated Subaccount of the Senior PILOT Bonds Debt Service Reserve Account.   

(f) Earnings on Accounts in the Senior PILOT Bonds Bond Fund.  Earnings from investment 
of the amounts held in the Subaccounts of the accounts in the Senior PILOT Bonds Bond Fund shall be 
deposited upon receipt during the Construction Period in the related Subaccount of the PILOT Bonds 
Construction and Acquisition Account and after the Completion Date transferred to the PILOT Bonds 
Revenue Fund. 

Deposits into Senior PILOT Bonds Debt Service Reserve Fund; Application of Senior PILOT Bonds 
Debt Service Reserve Fund Moneys. 

(a) Senior PILOT Bonds Debt Service Reserve Account.   

(i)   The PILOT Bond Trustee shall establish within the Senior PILOT Bonds Debt 
Service Reserve Fund, a Senior PILOT Bonds Debt Service Reserve Account and therein a Series 
designated Subaccount for each Series of Senior PILOT Bonds in an amount equal to the Senior PILOT 
Bonds Debt Service Reserve Account Requirement with respect to such Series.  At the time any Series of 
Senior PILOT Bonds is delivered pursuant to the Master PILOT Indenture, the LDC shall pay into the 
related Series designated Subaccount of the Senior PILOT Bonds Debt Service Reserve Account from the 
proceeds of such Series of Senior PILOT Bonds or other available funds, the amount, if any, necessary for 
the amount on deposit in such Subaccount of the Senior PILOT Bonds Debt Service Reserve Account to 
equal the Senior PILOT Bonds Debt Service Reserve Account Requirement for the related Series of 
Senior PILOT Bonds calculated immediately after the delivery of such Series of Senior PILOT Bonds. 

(ii) Amounts on deposit in a Series designated Subaccount of the Senior PILOT 
Bonds Debt Service Reserve Account shall be applied as provided in this summarized section.  Fiduciary 
charges and expenses (including, but not limited to, legal fees and expenses) shall not be paid from any 
Series designated Subaccount of the Senior PILOT Bonds Debt Service Reserve Account.  

(iii) The PILOT Bond Trustee shall use amounts in a Series designated Subaccount of 
the Senior PILOT Bonds Debt Service Reserve Account to make transfers to the related Subaccounts of 
the Senior PILOT Bonds Interest Account and Senior PILOT Bonds Principal Account to the extent 
necessary to pay the principal of (whether at maturity or upon redemption) and interest on, the related 
Series of Senior PILOT Bonds as the same become due. 

(iv) If on any Interest Payment Date or principal payment date the amount in a Series 
designated Subaccount of the Senior PILOT Bonds Debt Service Reserve Account is less than the Senior 
PILOT Bonds Debt Service Reserve Account Requirement for the related Series of Senior PILOT Bonds 
solely by reason of a change in the valuation of investments therein, no transfers to such Series designated 
Subaccount of the Senior PILOT Bonds Debt Service Reserve Account shall be required so long as all 
investment earnings and amounts in such Series designated Subaccount of the Senior PILOT Bonds Debt 
Service Reserve Account remain therein until such Series designated Subaccount of the Senior PILOT 
Bonds Debt Service Reserve Account contains the amount of the Senior PILOT Bonds Debt Service 
Reserve Account Requirement for the related Series of Senior PILOT Bonds and on the next Interest 
Payment Date or principal payment date as the case may be, such Series designed Subaccount of the 
Senior PILOT Bonds Debt Service Reserve Account contains an amount equal to the Senior PILOT 
Bonds Debt Service Reserve Account Requirement for the related Series of Senior PILOT Bonds.  If such 
Series designated Subaccount of the Senior PILOT Bonds Debt Service Reserve Account at that time 
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does not contain an amount equal to the Senior PILOT Bonds Debt Service Reserve Account 
Requirement for the related Series of Senior PILOT Bonds, the PILOT Bond Trustee shall notify the LDC 
of the amounts of such deficiency and the PILOT Bond Trustee shall deposit an amount equal to the 
deficiency from the PILOT Bonds Revenue Fund in accordance with the provisions of the section of the 
Master PILOT Indenture entitled �Deposits into PILOT Bonds Revenue Fund; Application of PILOT 
Bonds Reserve Fund Moneys� to the extent monies are available therefor. 

(v) If a deficiency exists in a Series designated Subaccount of the Senior PILOT 
Bonds Debt Service Reserve Account, no later than the last Business Day of each calendar month the 
PILOT Bond Trustee shall transfer from the PILOT Bonds Revenue Fund in accordance with the 
provisions of the section of the Master PILOT Indenture entitled �Deposits into PILOT Bonds Revenue 
Fund; Application of PILOT Bonds Reserve Fund Moneys�  to the extent that there are sufficient moneys 
available therein, and deposit in such Series designated Subaccount of the Senior PILOT Bonds Debt 
Service Reserve Account the amount, if any, required for the amount on deposit in such Series designated 
Subaccount of the Senior PILOT Bonds Debt Service Reserve Account to equal the Senior PILOT Bonds 
Debt Service Reserve Account Requirement as of the last day of such calendar month. 

(vi) Any amount in a Series designated Subaccount of the Senior PILOT Bonds Debt 
Service Reserve Account in excess of the Senior PILOT Bonds Debt Service Reserve Account 
Requirement for a Series of Senior PILOT Bonds may be retained therein or, upon the written direction of 
an Authorized Representative of the LDC filed with the PILOT Bond Trustee, may be transferred to the 
related Series designated Subaccount of the Senior PILOT Bonds Interest Account in the Senior PILOT 
Bonds Bond Fund, then to the related Series designated Subaccount of the Senior PILOT Bonds Principal 
Account in the Senior PILOT Bonds Bond Fund and finally to the PILOT Bonds Revenue Fund; 
provided, however, that any such excess as of the last Business Day of each calendar year shall be so 
transferred. 

(vii) In the event of the refunding of any Series of Senior PILOT Bonds, the PILOT 
Bond Trustee shall, upon the written direction of an Authorized Representative of the LDC, withdraw 
from the related Series designated Subaccount of the Senior PILOT Bonds Debt Service Reserve Account 
all or any portion of amounts accumulated therein with respect to such Series of Senior PILOT Bonds or 
related Parity Debt being refunded and apply such amounts in accordance with such direction; provided, 
however, that such withdrawal shall not be made unless (i) immediately thereafter the Senior PILOT 
Bonds or Parity Debt being refunded shall be deemed to have been paid pursuant to subsection (b) of the 
summarized section entitled �Defeasance�, and (ii) the amount remaining in the Series designated 
Subaccount of the PILOT Bonds Debt Service Reserve Account after such withdrawal shall not be less 
than the Senior PILOT Bonds Debt Service Reserve Account Requirement for the related Series of Senior 
PILOT Bonds. 

(viii) Upon payment in full of all Outstanding Senior PILOT Bonds of a Series and at 
any time prior to the Expiration Date of the Lease Agreement, any amounts remaining on deposit in the 
related Series designated Subaccount of the Senior PILOT Bonds Debt Service Reserve Account shall be 
returned to the LDC; provided, however, that if payment in full of all Outstanding Senior PILOT Bonds 
of a Series occurs after the Expiration Date of the Lease Agreement, any amounts remaining on deposit in 
the related Series designated Subaccount of the Senior PILOT Bonds Debt Service Reserve Account shall 
be returned to the LDC for application to the payment of operating and maintenance expenses of the 
Arena.  

(ix) Subject to the provisions of paragraph (a)(iv) above, earnings from investment of 
the amounts on deposit in a Series designated Subaccount of the Senior PILOT Bonds Debt Service 
Reserve Account will be retained therein if the amount on deposit therein is not at least equal to the 
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Senior PILOT Bonds Debt Service Reserve Account Requirement established for such Series of Senior 
PILOT Bonds, or if no deficiency exists, shall be transferred to the related Subaccount of the Senior 
PILOT Bonds Capitalized Interest Account during the Construction Period and thereafter on each January 
1 and July 1 to the related Subaccount of the Senior PILOT Bonds Interest Account, then to the related 
Subaccount of the Senior PILOT Bonds Principal Subaccount and finally to the PILOT Bonds Revenue 
Fund.  

(b) Senior PILOT Bonds Strike and Liquidity Reserve Account. 

(i) At the time the Initial Senior PILOT Bonds are delivered pursuant to the terms of 
the Master PILOT Indenture, the LDC shall deposit or cause to be deposited in a Subaccount of the 
Senior PILOT Bonds Strike and Liquidity Reserve Account held by the PILOT Bond Trustee cash and/or 
a Reserve Account Credit Facility in an amount equal to the Senior PILOT Bonds Strike and Liquidity 
Reserve Account Requirement for the Initial Senior PILOT Bonds.   

 Upon the issuance of a Series of Additional PILOT Bonds designated as Senior PILOT Bonds 
pursuant to this Master PILOT Indenture and a Supplemental PILOT Indenture, the LDC shall, if and to 
the extent directed by the applicable terms of the Supplemental PILOT Indenture, deposit or cause to be 
deposited, in a series designated subaccount of the Senior PILOT Bonds Strike and Liquidity Reserve 
Account held by the PILOT Bond Trustee, cash and/or a Reserve Account Credit Facility (or Facilities) in 
an amount equal to the Senior PILOT Bonds Strike and Liquidity Reserve Account Requirement 
established for the then-issued Series of Senior PILOT Bonds. 

(ii) Moneys held for the credit of a Series designated Subaccount of the Senior 
PILOT Bonds Strike and Liquidity Reserve Account shall be withdrawn by the PILOT Bond Trustee and 
deposited to the credit of the related Subaccount or Subaccount(s) of the Senior PILOT Bonds Interest 
Account and the Senior PILOT Bonds Principal Account in the Senior PILOT Bonds Bond Fund, 
respectively, at the times and in the amounts required to comply with the provisions the section of the 
Master PILOT Indenture entitled �Deposits into PILOT Bonds Revenue Fund; Application of PILOT 
Bonds Reserve Fund Moneys�, or deposited to the credit of the related Subaccount of the Senior PILOT 
Bonds Redemption Account at the times and in the amounts required to make payments therefrom in 
respect of related Senior PILOT Bonds and any related Parity Debt, respectively; provided, however, that 
no transfers from a Subaccount of the Senior PILOT Bonds Strike and Liquidity Reserve Account and no 
payment from amounts on deposit in such Subaccount of the Senior PILOT Bonds Strike and Liquidity 
Reserve Account shall be sought unless (A) moneys on deposit in the applicable Subaccount or 
Subaccounts of the Senior PILOT Bonds Interest Account, the Senior PILOT Bonds Principal Account 
and the Senior PILOT Bonds Debt Service Reserve Account and required to be withdrawn from such 
Subaccount or Subaccounts have been depleted and no monies are available to be withdrawn therefrom or 
(B) (1) a delay in the construction of the Arena Project has occurred and (2) on the next Interest Payment 
Date to occur following the date of the commencement of such delay, moneys on deposit in the applicable 
Subaccount of the Senior PILOT Bonds Capitalized Interest Account and required to be withdrawn from 
such subaccount are insufficient to pay all or any part of the accrued interest due and payable with respect 
to the applicable Series of Senior PILOT Bonds on such Interest Payment Date. 

(iii) If and to the extent that cash has been deposited in a Subaccount of the Senior 
PILOT Bonds Strike and Liquidity Reserve Account, all such cash shall be used (or investments 
purchased with such cash shall be liquidated and the proceeds applied as required) prior to any drawing 
under any Reserve Account Credit Facility.  With respect to any demand for payment under any Reserve 
Account Credit Facility, the PILOT Bond Trustee shall make such demand for payment in accordance 
with the terms of such Reserve Account Credit Facility at the earliest time provided therein to assure the 
availability of moneys on the payment date for which such moneys are required, but in no event less than 
two (2) Business Days prior to the applicable Interest Payment Date, principal payment date or 
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Redemption Date. In the event that there is more than one Reserve Account Credit Facility on deposit in a 
Subaccount of the Senior PILOT Bonds Strike and Liquidity Reserve Account, the PILOT Bond Trustee 
shall make a pro rata demand for payment on each such Reserve Account Credit Facility in proportion to 
the amount of such Reserve Account Credit Facility. 

(iv) If at any time after a Reserve Account Credit Facility has been deposited with the 
PILOT Bond Trustee (i) the claims paying ability of the Reserve Account Credit Facility Provider issuing 
such surety bond or insurance policy or the obligations insured by a surety bond or insurance policy 
issued by such Reserve Account Credit Facility Provider or (ii) the unsecured or uncollateralized long 
term debt of the Reserve Account Credit Facility Provider issuing such letter of credit or the long term 
debt obligations secured or supported by a letter of credit of such Reserve Account Credit Facility 
Provider is reduced below the third highest Rating Category by any Rating Agency, the LDC shall, in the 
case of a Reserve Account Credit Facility that is a surety bond or insurance policy, replace or cause to be 
replaced, or be supplemented on a secondary basis, said Reserve Account Credit Facility with another 
Reserve Account Credit Facility which satisfies the definitional requirements of a �Reserve Account 
Credit Facility� or, in the case of a Reserve Account Credit Facility that is a letter of credit, instruct the 
PILOT Bond Trustee to draw on such Reserve Account Credit Facility in the amount of the applicable 
Senior PILOT Bonds Strike and Liquidity Reserve Account Requirement (or such other amount of the 
letter of credit so that such letter of credit has been drawn to its maximum allowable amount) and deposit 
such amounts in the applicable subaccount of the Senior PILOT Bonds Strike and Liquidity Reserve 
Account. 

(v) If on any Interest Payment Date or principal payment date the amount in a Series 
designated Subaccount of the Senior PILOT Bonds Strike and Liquidity Reserve Account is less than the 
Senior PILOT Bonds Strike and Liquidity Reserve Account Requirement for the related Series of Senior 
PILOT Bonds solely by reason of a change in the valuation of investments therein, no transfers to such 
Series designated Subaccount of the Senior PILOT Bonds Strike and Liquidity Reserve Account shall be 
required so long as all investment earnings and amounts in such Series designated Subaccount of the 
Senior PILOT Bonds Strike and Liquidity Reserve Account remain therein until such Series designated 
Subaccount of the Senior PILOT Bonds Strike and Liquidity Reserve Account contains the amount of the 
Senior PILOT Bonds Strike and Liquidity Reserve Account Requirement for the related Series of Senior 
PILOT Bonds and on the next Interest Payment Date or principal payment date as the case may be, such 
Series designed Subaccount of the Senior PILOT Bonds Strike and Liquidity Reserve Account contains 
an amount equal to the Senior PILOT Bonds Strike and Liquidity Reserve Account Requirement for the 
related Series of Senior PILOT Bonds.  If such Series designated Subaccount of the Senior PILOT Bonds 
Strike and Liquidity Reserve Account at that time does not contain an amount equal to the Senior PILOT 
Bonds Strike and Liquidity Reserve Account Requirement for the related Series of Senior PILOT Bonds, 
the PILOT Bond Trustee shall notify the LDC of the amounts of such deficiency and the PILOT Bond 
Trustee shall deposit an amount equal to the deficiency from the PILOT Bonds Revenue Fund in 
accordance with the provisions of Section 5.03 to the extent monies are available therefor. 

(vi) If a deficiency exists in a Series designated Subaccount of the Senior PILOT 
Bonds Strike and Liquidity Reserve Account, no later than the last Business Day of each calendar month, 
the PILOT Bond Trustee shall transfer from the PILOT Bonds Revenue Fund and, to the extent that there 
are sufficient moneys available therein in accordance with the provisions of the section of the Master 
PILOT Indenture entitled �Deposits into PILOT Bonds Revenue Fund; Application of PILOT Bonds 
Reserve Fund Moneys� and deposit in such Subaccount of the Senior PILOT Bonds Strike and Liquidity 
Reserve Account the amount, if any, required for the amount on deposit in such Subaccount of the Senior 
PILOT Bonds Strike and Liquidity Reserve Account to equal the Senior PILOT Bonds Strike and 
Liquidity Reserve Account Requirement for such Series of Senior PILOT Bonds as of the last day of such 
calendar month, after giving effect to any Reserve Account Credit Facility. 
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(vii) Earnings from investment of the amounts on deposit in a Series designated 
Subaccount of the Senior PILOT Bonds Strike and Liquidity Reserve Account will be retained therein if 
the amount on deposit therein is not at least equal to the Senior PILOT Bonds Strike and Liquidity 
Reserve Account Requirement established for such Series of Senior PILOT Bonds, or if no deficiency 
exists, shall be transferred to the related Subaccount of the Senior PILOT Bonds Capitalized Interest 
Account during the Construction Period and thereafter on each January 1 and July 1 to the related 
Subaccount of the Senior PILOT Bonds Interest Account, then to the related Subaccount of the Senior 
PILOT Bonds Principal Subaccount and finally to the PILOT Bonds Revenue Fund.  

Deposits into Subordinated PILOT Bonds Bond Fund; Application of Subordinated PILOT Bonds Bond 
Fund Moneys.   

(a) There is created and established in the Subordinated PILOT Bonds Bond Fund the 
accounts described below which shall be held by the PILOT Bond Trustee and which shall be used solely 
for the purpose of paying the principal of and Redemption Price, if any, and interest and Sinking Fund 
Installments on, and any PILOT Bond Fees relating to, the Subordinated PILOT Bonds and related Parity 
Debt and of retiring such Subordinated PILOT Bonds and related Parity Debt at or prior to maturity in the 
manner provided herein and in any Supplemental PILOT Indenture, in making all Regularly Scheduled 
Swap Payments under Parity Swap Obligations related to such Subordinated PILOT Bonds when due and 
in making all Other Swap Payments. 

(b) Subordinated PILOT Bonds Interest Account.  (i)  The PILOT Bond Trustee shall deposit 
into the applicable Series designated Subaccount of the Subordinated PILOT Bonds Interest Account, 
upon receipt thereof, all amounts transferred by the PILOT Bond Trustee for deposit therein in 
accordance with the section of the Master PILOT Indenture entitled �Deposits into PILOT Bonds 
Revenue Fund; Application of PILOT Bonds Reserve Fund Moneys� and paragraph (e) below and any 
Regularly Scheduled Swap Payments related to such Series of Subordinated PILOT Bonds made by a 
Qualified Swap Provider pursuant to a Qualified Swap. 

(ii) The PILOT Bond Trustee shall, on or before each Interest Payment Date, pay out 
of the applicable Subaccount of the Subordinated PILOT Bonds Interest Account relating to a Series of 
Subordinated PILOT Bonds the amounts required for the payment of the interest becoming due on such 
Series of Subordinated PILOT Bonds and related Parity Reimbursement Obligations on such Interest 
Payment Date.  The PILOT Bond Trustee shall also pay out of the applicable Subaccount of Subordinated 
PILOT Bonds Interest Account relating to a Series of Subordinated PILOT Bonds, on any Redemption 
Dates for Series of Subordinated PILOT Bonds being refunded by an issue of Refunding Bonds, the 
amount required for the payment of interest on the related Series of Subordinated PILOT Bonds then to 
be so redeemed.  The PILOT Bond Trustee shall also, on or before the date on which any Regularly 
Scheduled Swap Payments under a Parity Swap Obligation related to such Subordinated PILOT Bonds 
are due, pay out of the Subaccount of the Subordinated PILOT Bonds Interest Account relating to the 
Series of Subordinated PILOT Bonds for which the applicable Qualified Swap is related, the amounts 
required for the payment of the Regularly Scheduled Swap Payments becoming due on such date. The 
PILOT Bond Trustee shall also, on or before the date on which any Other Swap Payments are due, pay 
out of the Subordinated PILOT Bonds Interest Account, the amount required for the payment of the Other 
Swap Payment becoming due on such date. The PILOT Bond Trustee shall also pay out of the applicable 
Subaccount of the Subordinated PILOT Bonds Interest Account relating to the Series of Subordinated 
PILOT Bonds any Bond Fees related to such Series of Subordinated PILOT Bonds, upon a requisition 
submitted to the PILOT Bond Trustee and signed by an Authorized Representative of the LDC to the 
extent requisitioned hereunder. 
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(c) Subordinated PILOT Bonds Principal Account. (i)  The PILOT Bond Trustee shall 
deposit into the applicable Series designated Subaccount of the Subordinated PILOT Bonds Principal 
Account, upon receipt thereof, all amounts transferred by the PILOT Bond Trustee for deposit therein in 
accordance with the section of the Master PILOT Indenture entitled �Deposits into PILOT Bonds 
Revenue Fund; Application of PILOT Bonds Reserve Fund Moneys� and paragraph (e) below 
representing Principal Installments becoming due on such Series of Subordinated PILOT Bonds and any 
related Parity Reimbursement Obligation on a principal payment date. 

(ii) The PILOT Bond Trustee shall, on or before a Principal Payment Date, pay out 
of the applicable Subaccount of the Subordinated PILOT Bonds Principal Account relating to a Series of 
Subordinated PILOT Bonds the amounts required for the payment of the Principal Installments becoming 
due on such Series of the Subordinated PILOT Bonds and any related Parity Reimbursement Obligation 
on such Principal Payment Date. 

(d) Subordinated PILOT Bonds Redemption Account.  (i)  Except as may be otherwise 
provided in a Supplemental PILOT Indenture authorizing particular Subordinated PILOT Bonds, amounts 
in the Series designated Subaccounts of the Subordinated PILOT Bonds Redemption Account of the 
Subordinated PILOT Bonds Bond Fund shall be applied, at the written direction of the LDC, as promptly 
as practicable, to the purchase or redemption of the related Series of Subordinated PILOT Bonds or 
related Parity Reimbursement Obligations, as applicable, at prices not exceeding the Redemption Price 
thereof applicable on the earliest date upon which such Subordinated PILOT Bonds or Parity 
Reimbursement Obligations are next subject to redemption pursuant to the Master PILOT Indenture, plus 
accrued interest to the date of redemption.  Any amount in such Subaccount of the Subordinated PILOT 
Bonds Redemption Account not so applied to the purchase of Subordinated PILOT Bonds or Parity 
Reimbursement Obligations by forty-five (45) days prior to the next date on which such Subordinated 
PILOT Bonds or Parity Reimbursement Obligations are so redeemable shall be applied to the redemption 
of such Subordinated PILOT Bonds or Parity Reimbursement Obligations on such redemption date.  Any 
amounts deposited in the Subaccounts of the Subordinated PILOT Bonds Redemption Account and not 
applied within twelve (12) months of their date of deposit to the purchase or redemption of related 
Subordinated PILOT Bonds or Parity Reimbursement Obligations (except if held in accordance with the 
summarized section entitled �Defeasance�) shall be transferred to the related Subaccount of the 
Subordinated PILOT Bonds Interest Account.  The Subordinated PILOT Bonds or Parity Reimbursement 
Obligations to be purchased or redeemed shall be selected by the PILOT Bond Trustee in the manner 
provided in the Master PILOT Indenture.  Amounts in the Subaccounts of the Subordinated PILOT Bonds 
Redemption Account to be applied to the redemption of related Subordinated PILOT Bonds or Parity 
Reimbursement Obligations shall be paid to the PILOT Bonds Paying Agent on or before the redemption 
date and applied by them on such redemption date to the payment of the Redemption Price of the 
Subordinated PILOT Bonds being redeemed plus interest on such Subordinated PILOT Bonds accrued to 
the redemption date. 

(ii) Moneys in the Series designated Subaccounts of the Subordinated PILOT Bonds 
Redemption Account of the Subordinated PILOT Bonds Bond Fund which are not set aside or deposited 
for the redemption or purchase of related Subordinated PILOT Bonds or Parity Reimbursement 
Obligations shall be transferred by the PILOT Bond Trustee to the related Subaccounts of the 
Subordinated PILOT Bonds Interest Account or the Subordinated PILOT Bonds Principal Account of the 
Subordinated PILOT Bonds Bond Fund. 

(e) Deficiencies.  If, on the Business Day preceding a Interest Payment Date or principal 
payment date, the balances in any Series designated Subaccount of the Subordinated PILOT Bonds 
Interest Account and/or the Subordinated PILOT Bonds Principal Account, after giving effect to any 
transfers made pursuant to the Master PILOT Indenture, shall be insufficient to pay interest or principal 
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installments on the related Series of Subordinated PILOT Bonds or Parity Reimbursement Obligations on 
a payment date, the PILOT Bond Trustee shall transfer to such Subaccount of the Subordinated PILOT 
Bonds Interest Account and then to such Subaccount of the Subordinated PILOT Bonds Principal 
Account such amounts as may be necessary therefor, first, from amounts on deposit in the related Series 
designated Subaccount of Subordinated PILOT Bonds Debt Service Reserve Account and second, if 
amounts in the related Series designated Subaccount of Subordinated PILOT Bonds Debt Service Reserve 
Account are insufficient from the related Series designated Subaccount of Subordinated PILOT Bonds 
Strike and Liquidity Reserve Account; provided however, if a delay in the construction of the Arena 
Project has occurred and the amount on deposit in the related Series designated Subaccount of the 
Subordinated PILOT Bonds Capitalized Interest Account and required to be withdrawn from such 
Subaccount on the next Interest Payment Date to occur after the commencement of such delay is 
insufficient to pay all or any part of the accrued interest due and payable on such Interest Payment Date, 
then the amounts on deposit in the related Series designated Subaccount of the Subordinated PILOT 
Bonds Strike and Liquidity Reserve Account will be transferred to the related Series designated 
Subaccount of the Subordinated PILOT Bonds Interest Account prior to any transfer of amounts in the 
related Series designated Subaccount of the Subordinated PILOT Bonds Debt Service Reserve Account.   

(f) Earnings on Accounts in the Subordinated PILOT Bonds Bond Fund.  Earnings from 
investment of the amounts held in the Subaccounts of the accounts in the Subordinated PILOT Bonds 
Bond Fund shall be deposited upon receipt during the Construction Period in the related Subaccount of 
the PILOT Bonds Construction and Acquisition Account and after the Completion Date transferred to the 
PILOT Bonds Revenue Fund. 

Deposits into Subordinated PILOT Bonds Debt Service Reserve Fund; Application of Subordinated 
PILOT Bonds Debt Service Reserve Fund Moneys.  

(a) Subordinated PILOT Bonds Debt Service Reserve Account.  (i) The PILOT Bond 
Trustee shall establish within the Subordinated PILOT Bonds Debt Service Reserve Fund, a Subordinated 
PILOT Bonds Debt Service Reserve Account and therein a Series designated Subaccount for each Series 
of Subordinated PILOT Bonds in an amount equal to the Subordinated PILOT Bonds Debt Service 
Reserve Account Requirement with respect to such Series.  At the time any Series of Subordinated 
PILOT Bonds is delivered pursuant to the Master PILOT Indenture, the LDC shall pay into the related 
Series designated Subaccount of the Subordinated PILOT Bonds Debt Service Reserve Account from the 
proceeds of such Series of Subordinated PILOT Bonds or other available funds, the amount, if any, 
necessary for the amount on deposit in such Subaccount of the Subordinated PILOT Bonds Debt Service 
Reserve Account to equal the Subordinated PILOT Bonds Debt Service Reserve Account Requirement 
for the related Series of Subordinated PILOT Bonds, after giving effect to any Reserve Account Credit 
Facility, calculated immediately after the delivery of such Series of Subordinated PILOT Bonds. 

(ii) Amounts on deposit in a Series designated Subaccount of the Subordinated 
PILOT Bonds Debt Service Reserve Account shall be applied as provided in this summarized section.  
Fiduciary charges and expenses (including, but not limited to, legal fees and expenses) shall not be paid 
from any Series designated Subaccount of the Subordinated PILOT Bonds Debt Service Reserve 
Account. 

(iii) The PILOT Bond Trustee shall use amounts in a Series designated Subaccount of 
the Subordinated PILOT Bonds Debt Service Reserve Account to make transfers to the related 
Subaccounts of the Subordinated PILOT Bonds Interest Account and Subordinated PILOT Bonds 
Principal Account to the extent necessary to pay the principal of (whether at maturity or upon redemption) 
and interest on, the related Series of Subordinated PILOT Bonds as the same become due. 
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(iv) If on any Interest Payment Date or principal payment date the amount in a Series 
designated Subaccount of the Subordinated PILOT Bonds Debt Service Reserve Account is less than the 
Subordinated PILOT Bonds Debt Service Reserve Account Requirement for the related Series of 
Subordinated PILOT Bonds solely by reason of a change in the valuation of investments therein, no 
transfers to such Series designated Subaccount of the Subordinated PILOT Bonds Debt Service Reserve 
Account shall be required so long as all investment earnings and amounts in such Series designated 
Subaccount of the Subordinated PILOT Bonds Debt Service Reserve Account remain therein until such 
Series designated Subaccount of the Subordinated PILOT Bonds Debt Service Reserve Account contains 
the amount of the Subordinated PILOT Bonds Debt Service Reserve Account Requirement for the related 
Series of Subordinated PILOT Bonds and on the next Interest Payment Date or principal payment date as 
the case may be, such Series designed Subaccount of the Subordinated PILOT Bonds Debt Service 
Reserve Account contains an amount equal to the Subordinated PILOT Bonds Debt Service Reserve 
Account Requirement for the related Series of Subordinated PILOT Bonds.  If such Series designated 
Subaccount of the Subordinated PILOT Bonds Debt Service Reserve Account at that time does not 
contain an amount equal to the Subordinated PILOT Bonds Debt Service Reserve Account Requirement 
for the related Series of Subordinated PILOT Bonds, the PILOT Bond Trustee shall notify the LDC of the 
amounts of such deficiency and the PILOT Bond Trustee shall deposit an amount equal to the deficiency 
from the PILOT Bonds Revenue Fund in accordance with the provisions of the section of the Master 
PILOT Indenture entitled �Deposits into PILOT Bonds Revenue Fund; Application of PILOT Bonds 
Reserve Fund Moneys�  to the extent monies are available therefor. 

(v) If a deficiency exists in a Series designated Subaccount of the Subordinated 
PILOT Bonds Debt Service Reserve Account, no later than the last Business Day of each calendar month 
the PILOT Bond Trustee shall transfer from the PILOT Bonds Revenue Fund in accordance with the 
provisions of the section of the Master PILOT Indenture entitled �Deposits into PILOT Bonds Revenue 
Fund; Application of PILOT Bonds Reserve Fund Moneys� to the extent that there are sufficient moneys 
available therein, and deposit in such Series designated Subaccount of the Subordinated PILOT Bonds 
Debt Service Reserve Account the amount, if any, required for the amount on deposit in such Series 
designated Subaccount of the Subordinated PILOT Bonds Debt Service Reserve Account to equal the 
Subordinated PILOT Bonds Debt Service Reserve Account Requirement for the related Series of 
Subordinated PILOT Bonds as of the last day of such calendar month, after giving effect to any Reserve 
Account Credit Facility. 

(vi) In lieu of or in substitution for moneys on deposit in or to be deposited in a Series 
designated Subaccount of the Subordinated PILOT Bonds Debt Service Reserve Account pursuant to any 
provision of the Master PILOT Indenture, the LDC may deposit or cause to be deposited with the PILOT 
Bond Trustee a Reserve Account Credit Facility for the benefit of the holders of the Outstanding 
Subordinated PILOT Bonds of a Series secured by such Subaccount for all or any part of the applicable 
Subordinated PILOT Bonds Debt Service Reserve Account Requirement for such Series of Subordinated 
PILOT Bonds; provided, however, that the PILOT Bond Trustee shall receive an Opinion of Bond 
Counsel in customary form to the effect that the Reserve Account Credit Facility meets the requirements 
set forth in the definition of Reserve Account Credit Facility. 

Notwithstanding the foregoing, if at any time after a Reserve Account Credit Facility has been 
deposited with the PILOT Bond Trustee (i) the claims paying ability of the Reserve Account Credit 
Facility Provider issuing such surety bond or insurance policy or the obligations insured by a surety bond 
or insurance policy issued by such Reserve Account Credit Facility Provider or (ii) the unsecured or 
uncollateralized long term debt of the Reserve Account Credit Facility Provider issuing such letter of 
credit or the long term debt obligations secured or supported by a letter of credit of such Reserve Account 
Credit Facility Provider is reduced below the third highest Rating Category by any Rating Agency, the 
LDC shall, in the case of a Reserve Account Credit Facility that is a surety bond or insurance policy, 
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replace or cause to be replaced, or be supplemented on a secondary basis, said Reserve Account Credit 
Facility with another Reserve Account Credit Facility which satisfies the definitional requirements of a 
�Reserve Account Credit Facility� or, in the case of a Reserve Account Credit Facility that is a letter of 
credit, instruct the PILOT Bond Trustee to draw on such Reserve Account Credit Facility in the amount 
of the applicable Subordinated PILOT Bonds Debt Service Reserve Account Requirement (or such other 
amount of the letter of credit so that such letter of credit has been drawn to its maximum allowable 
amount) and deposit such amounts in the applicable subaccount of the Subordinated PILOT Bonds Debt 
Service Reserve Account. 

(vii) Any amount in a Series designated Subaccount of the Subordinated PILOT 
Bonds Debt Service Reserve Account in excess of the Subordinated PILOT Bonds Debt Service Reserve 
Account Requirement for a Series of Subordinated PILOT Bonds, after giving effect to any Reserve 
Account Credit Facility, may be retained therein or, upon the written direction of an Authorized 
Representative of the LDC filed with the PILOT Bond Trustee, may be transferred to the related Series 
designated Subaccount of the Subordinated PILOT Bonds Interest Account in the Subordinated PILOT 
Bonds Bond Fund, then to the related Series designated Subaccount of the Subordinated PILOT Bonds 
Principal Account in the Subordinated PILOT Bonds Bond Fund and finally to the PILOT Bonds 
Revenue Fund; provided, however, that any such excess as of the last Business Day of each calendar year 
shall be so transferred. 

(viii) In the event of the refunding of any Series of Subordinated PILOT Bonds, the 
PILOT Bond Trustee shall, upon the written direction of an Authorized Representative of the LDC, 
withdraw from the related Series designated Subaccount of the Subordinated PILOT Bonds Debt Service 
Reserve Account all or any portion of amounts accumulated therein with respect to such Series of 
Subordinated PILOT Bonds or related Parity Debt being refunded and apply such amounts in accordance 
with such direction; provided, however, that such withdrawal shall not be made unless (i) immediately 
thereafter the Subordinated PILOT Bonds or Parity Debt being refunded shall be deemed to have been 
paid pursuant to subsection (b) of the summarized section entitled �Defeasance�, and (ii) the amount 
remaining in the Series designated Subaccount of the PILOT Bonds Debt Service Reserve Account, after 
giving effect to any Reserve Account Credit Facility, after such withdrawal shall not be less than the 
Subordinated PILOT Bonds Debt Service Reserve Account Requirement for the related Series of 
Subordinated PILOT Bonds. 

(ix) Upon payment in full of all Outstanding Subordinated PILOT Bonds of a Series 
and at any time prior to the Expiration Date of the Lease Agreement, any amounts remaining on deposit 
in the related Series designated Subaccount of the Subordinated PILOT Bonds Debt Service Reserve 
Account shall be returned to the LDC; provided, however, that if payment in full of all Outstanding 
Subordinated PILOT Bonds of a Series occurs after the Expiration Date of the Lease Agreement, any 
amounts remaining on deposit in the related Series designated Subaccount of the Subordinated PILOT 
Bonds Debt Service Reserve Account shall be returned to the LDC for application to the payment of 
operating and maintenance expenses of the Arena.  

(x) Subject to the provisions of paragraph (a)(iv) above, earnings from investment of 
the amounts on deposit in a Series designated Subaccount of the Subordinated PILOT Bonds Debt 
Service Reserve Account will be retained therein if the amount on deposit therein is not at least equal to 
the Subordinated PILOT Bonds Debt Service Reserve Account Requirement established for such Series 
of Subordinated PILOT Bonds, or if no deficiency exists, shall be transferred to the related Subaccount of 
the Subordinated PILOT Bonds Capitalized Interest Account during the Construction Period and 
thereafter on each January 1 and July 1 to the related Subaccount of the Subordinated PILOT Bonds 
Interest Account, then to the related Subaccount of the Subordinated PILOT Bonds Principal Subaccount 
and finally to the PILOT Bonds Revenue Fund.  
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(b) Subordinated PILOT Bonds Strike and Liquidity Reserve Account. 

(i) At the time any Series of Subordinated PILOT Bonds are delivered pursuant to 
the terms of the Master PILOT Indenture, the LDC shall deposit or cause to be deposited in a Subaccount 
of the Subordinated PILOT Bonds Strike and Liquidity Reserve Account held by the PILOT Bond 
Trustee cash and/or a Reserve Account Credit Facility in an amount equal to the Subordinated PILOT 
Bonds Strike and Liquidity Reserve Account Requirement for such Series of Subordinated PILOT Bonds.   

(ii) Moneys held for the credit of a Series designated Subaccount of the Subordinated 
PILOT Bonds Strike and Liquidity Reserve Account shall be withdrawn by the PILOT Bond Trustee and 
deposited to the credit of the related Subaccount or Subaccount(s) of the Subordinated PILOT Bonds 
Interest Account and the Subordinated PILOT Bonds Principal Account in the Subordinated PILOT 
Bonds Bond Fund, respectively, at the times and in the amounts required to comply with the provisions of 
the section of the Master PILOT Indenture entitled �Deposits into PILOT Bonds Revenue Fund; 
Application of PILOT Bonds Reserve Fund Moneys�, or deposited to the credit of the related Subaccount 
of the Subordinated PILOT Bonds Redemption Account at the times and in the amounts required to make 
payments therefrom in respect of related Subordinated PILOT Bonds and any related Parity Debt, 
respectively; provided, however, that no transfers from a Subaccount of the Subordinated PILOT Bonds 
Strike and Liquidity Reserve Account and no payment from amounts on deposit in such Subaccount of 
the Subordinated PILOT Bonds Strike and Liquidity Reserve Account shall be sought unless (A) moneys 
on deposit in the applicable Subaccount or Subaccounts of the Subordinated PILOT Bonds Interest 
Account, the Subordinated PILOT Bonds Principal Account and the Subordinated PILOT Bonds Debt 
Service Reserve Account and required to be withdrawn from such Subaccount or Subaccounts have been 
depleted and no monies are available to be withdrawn therefrom or (B) (1) a delay in the construction of 
the Arena Project has occurred and (2) on the next Interest Payment Date to occur following the date of 
the commencement of such delay, moneys on deposit in the applicable Subaccount of the Subordinated 
PILOT Bonds Capitalized Interest Account and required to be withdrawn from such subaccount are 
insufficient to pay all or any part of the accrued interest due and payable with respect to the applicable 
Series of Subordinated PILOT Bonds on such Interest Payment Date. 

(iii) If and to the extent that cash has been deposited in a Subaccount of the 
Subordinated PILOT Bonds Strike and Liquidity Reserve Account, all such cash shall be used (or 
investments purchased with such cash shall be liquidated and the proceeds applied as required) prior to 
any drawing under any Reserve Account Credit Facility.  With respect to any demand for payment under 
any Reserve Account Credit Facility, the PILOT Bond Trustee shall make such demand for payment in 
accordance with the terms of such Reserve Account Credit Facility at the earliest time provided therein to 
assure the availability of moneys on the payment date for which such moneys are required, but in no 
event less than two (2) Business Days prior to the applicable Interest Payment Date, principal payment 
date or Redemption Date. In the event that there is more than one Reserve Account Credit Facility on 
deposit in a Subaccount of the Subordinated PILOT Bonds Strike and Liquidity Reserve Account, the 
PILOT Bond Trustee shall make a pro rata demand for payment on each such Reserve Account Credit 
Facility in proportion to the amount of such Reserve Account Credit Facility. 

(iv) If on any Interest Payment Date or principal payment date the amount in a Series 
designated Subaccount of the Subordinated PILOT Bonds Strike and Liquidity Reserve Account is less 
than the Subordinated PILOT Bonds Strike and Liquidity Reserve Account Requirement for the related 
Series of Subordinated PILOT Bonds solely by reason of a change in the valuation of investments therein, 
no transfers to such Series designated Subaccount of the Subordinated PILOT Bonds Strike and Liquidity 
Reserve Account shall be required so long as all investment earnings and amounts in such Series 
designated Subaccount of the Subordinated PILOT Bonds Strike and Liquidity Reserve Account remain 
therein until such Series designated Subaccount of the Subordinated PILOT Bonds Strike and Liquidity 
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Reserve Account contains the amount of the Subordinated PILOT Bonds Strike and Liquidity Reserve 
Account Requirement for the related Series of Subordinated PILOT Bonds and on the next Interest 
Payment Date or principal payment date as the case may be, such Series designed Subaccount of the 
Subordinated PILOT Bonds Strike and Liquidity Reserve Account contains an amount equal to the 
Subordinated PILOT Bonds Strike and Liquidity Reserve Account Requirement for the related Series of 
Subordinated PILOT Bonds.  If such Series designated Subaccount of the Subordinated PILOT Bonds 
Strike and Liquidity Reserve Account at that time does not contain an amount equal to the Subordinated 
PILOT Bonds Strike and Liquidity Reserve Account Requirement for the related Series of Subordinated 
PILOT Bonds, the PILOT Bond Trustee shall notify the LDC of the amounts of such deficiency and the 
PILOT Bond Trustee shall deposit an amount equal to the deficiency from the PILOT Bonds Revenue 
Fund in accordance with the provisions of Section 5.03 to the extent monies are available therefor. 

(v) If a deficiency exists in a Series designated Subaccount of the Subordinated 
PILOT Bonds Strike and Liquidity Reserve Account, no later than the last Business Day of each calendar 
month, the PILOT Bond Trustee shall transfer from the PILOT Bonds Revenue Fund and, to the extent 
that there are sufficient moneys available therein in accordance with the provisions of the section of the 
Master PILOT Indenture entitled �Deposits into PILOT Bonds Revenue Fund; Application of PILOT 
Bonds Reserve Fund Moneys� and deposit in such Subaccount of the Subordinated PILOT Bonds Strike 
and Liquidity Reserve Account the amount, if any, required for the amount on deposit in such Subaccount 
of the Subordinated PILOT Bonds Strike and Liquidity Reserve Account to equal the Subordinated 
PILOT Bonds Strike and Liquidity Reserve Account Requirement for such Series of Subordinated PILOT 
Bonds as of the last day of such calendar month, after giving effect to any Reserve Account Credit 
Facility. 

(vi) If at any time after a Reserve Account Credit Facility has been deposited with the 
PILOT Bond Trustee (i) the claims paying ability of the Reserve Account Credit Facility Provider issuing 
such surety bond or insurance policy or the obligations insured by a surety bond or insurance policy 
issued by such Reserve Account Credit Facility Provider or (ii) the unsecured or uncollateralized long 
term debt of the Reserve Account Credit Facility Provider issuing such letter of credit or the long term 
debt obligations secured or supported by a letter of credit of such Reserve Account Credit Facility 
Provider is reduced below the third highest Rating Category by any Rating Agency, the LDC shall, in the 
case of a Reserve Account Credit Facility that is a surety bond or insurance policy, replace or cause to be 
replaced, or be supplemented on a secondary basis, said Reserve Account Credit Facility with another 
Reserve Account Credit Facility which satisfies the definitional requirements of a �Reserve Account 
Credit Facility� or, in the case of a Reserve Account Credit Facility that is a letter of credit, instruct the 
PILOT Bond Trustee to draw on such Reserve Account Credit Facility in the amount of the applicable 
Subordinated PILOT Bonds Strike and Liquidity Reserve Account Requirement (or such other amount of 
the letter of credit so that such letter of credit has been drawn to its maximum allowable amount) and 
deposit such amounts in the applicable subaccount of the Subordinated PILOT Bonds Strike and 
Liquidity Reserve Account. 

(vii) Earnings from investment of the amounts on deposit in a Series designated 
Subaccount of the Subordinated PILOT Bonds Strike and Liquidity Reserve Account will be retained 
therein if the amount on deposit therein is not at least equal to the Subordinated PILOT Bonds Strike and 
Liquidity Reserve Account Requirement established for such Series of Subordinated PILOT Bonds, or if 
no deficiency exists, shall be transferred to the related Subaccount of the Subordinated PILOT Bonds 
Capitalized Interest Account during the Construction Period and thereafter on each January 1 and July 1 
to the related Subaccount of the Subordinated PILOT Bonds Interest Account, then to the related 
Subaccount of the Subordinated PILOT Bonds Principal Subaccount and finally to the PILOT Bonds 
Revenue Fund.  
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Deposits into PILOT Bonds Rebate Fund; Application of PILOT Bonds Rebate Fund Moneys. 

(a) The PILOT Bonds Rebate Fund and the amounts deposited therein shall not be subject to 
a security interest, pledge, assignment, lien or charge in favor of the PILOT Bond Trustee, the PILOT 
Bondholders, the Holder of Parity Debt, provider of a Qualified Swap or any other Persons. 

(b) The LDC shall calculate the PILOT Bonds Rebate Requirement (i) prior to the Project 
achieving Completion, on the last Business Day of each Bond Year and (ii) after Completion at the times 
and in the manner provided in the Tax Certificate, the terms of which are incorporated herein.   The LDC 
shall deliver to the PILOT Bond Trustee a certificate setting forth such PILOT Bonds Rebate 
Requirement and directing that a transfer be made from (i) prior to the Project achieving Completion, 
amounts on deposit in the PILOT Bonds Project Fund, and if amounts in the PILOT Bonds Project Fund 
are insufficient, the PILOT Bonds Revenue Fund, and (ii) after achieving Completion, the PILOT Bonds 
Revenue Fund, in each case to the PILOT Bonds Rebate Fund in the amount of the PILOT Bonds Rebate 
Requirement at the times set forth in such certificate. 

(c) Deposits into the PILOT Bonds Rebate Fund shall be made in an amount sufficient to 
meet the PILOT Bonds Rebate Requirement (i) at any time prior to Completion, as set forth in the 
certificate described in clause (b) above and (ii) after Completion, as described in the Tax Certificate.  
Amounts on deposit in the PILOT Bonds Rebate Fund that are required to be paid to the United States 
Agency of the Treasury pursuant to the Code shall be paid at the times and in the amounts set forth in or 
determined in accordance with the certificate delivered to the  PILOT Bond Trustee described in 
paragraph (b) above or the Tax Certificate, as applicable. 

(d) The PILOT Bond Trustee shall have no obligation under the Master PILOT Indenture to 
transfer any amounts to the PILOT Bonds Rebate Fund unless the PILOT Bond Trustee shall have 
received specific written instructions from the LDC to make such transfer. 

(e) Earnings from investment of the amounts held in the PILOT Bonds Rebate Fund shall 
remain on deposit in the PILOT Bonds Rebate Fund unless otherwise provided in the Tax Certificate.   

Investment of Funds and Accounts. 

(a) Except as may be otherwise provided in a Supplemental PILOT Indenture authorizing 
particular PILOT Bonds, amounts in the PILOT Bonds Revenue Fund, PILOT Bonds Rebate Fund, the 
PILOT Bonds Project Fund and the PILOT Bonds Renewal Fund may, if and to the extent then permitted 
by law, be invested only in Qualified Investments; and amounts in the Senior PILOT Bonds Bond Fund, 
the Subordinated PILOT Bonds Bond Fund, the Senior PILOT Bonds Debt Service Reserve Fund and the 
Subordinated PILOT Bonds Debt Service Reserve Fund may, if and to the extent permitted by law, be 
invested only in Government Obligations.  Such investments of the amounts in the PILOT Bonds 
Revenue Fund, the Senior PILOT Bonds Bond Fund, the Senior PILOT Bonds Debt Service Reserve 
Fund, the Subordinated PILOT Bonds Bond Fund and the Subordinated PILOT Bonds Debt Service 
Reserve Fund shall mature in such amounts and have maturity dates or be subject to redemption at the 
option of the Holders thereof on or prior to the date on which the amounts invested therein will be needed 
for the purposes of the PILOT Bonds Revenue Fund, the Senior PILOT Bonds Bond Fund and the 
Subordinated PILOT Bonds Bond Fund, or may be needed for purposes of the Senior PILOT Bonds Debt 
Service Reserve Fund and the Subordinated PILOT Bonds Debt Service Reserve Fund.  Any investment 
herein authorized is subject to the condition that no portion of the proceeds derived from the sale of the 
PILOT Bonds shall be used, directly or indirectly, in such manner as to cause any PILOT Bond to be an 
�arbitrage bond� within the meaning of Section 148 of the Code.  Such investments shall be made by the 
PILOT Bond Trustee only at the specific written request (including telecopy) of an Authorized 



  L-25 

Representative of the LDC, such written request to specify the particular investment to be made.  Any 
investment hereunder shall be made in accordance with the Tax Certificate, and the LDC shall so certify 
to the PILOT Bond Trustee with each such investment direction as referred to below. Such investments 
shall mature in such amounts and at such times as may be necessary to provide funds when needed to 
make payments from the applicable Fund.  Net income or gain received and collected from such 
investments shall be credited and losses charged to the fund or account for which such investment shall 
have been made; provided, however, that such net income or gain shall be credited to (i) the Series 
designated Subaccount in the Senior PILOT Bonds Interest Account of the Senior PILOT Bonds Bond 
Fund with respect to investments of amounts held in such related Series designated Subaccount in the 
accounts of the Senior PILOT Bonds Bond Fund, (ii) the Series designated Subaccount in the 
Subordinated PILOT Bonds Interest Account of the Subordinated PILOT Bonds Bond Fund with respect 
to investments of amounts held in such related Series designated Subaccount in the accounts of the 
Subordinated PILOT Bonds Bond Fund, and (iii) the Series designated Subaccount in the Construction 
and Acquisition Account of the PILOT Bonds Project Fund with respect to investments of amounts held 
in such related Series designated Subaccount in the accounts of the PILOT Bonds Project Fund or the 
PILOT Bonds Renewal Fund until completion of the Project, Capital Addition or restoration, as 
applicable and thereafter the Senior PILOT Bonds Interest Account of the Senior PILOT Bonds Bond 
Fund for application to the payment of Debt Service on the Senior PILOT Bonds of such Series. 

(b) At least ten (10) days prior to each PILOT Payment Date under the PILOT Agreement, 
the PILOT Bond Trustee shall notify the LDC of the amount of such net investment income or gain 
received and collected subsequent to the last such PILOT Payment Date and the amount then available in 
the various Accounts of the Senior PILOT Bonds Bond Fund and Subordinated PILOT Bonds Bond 
Fund. 

(c) The PILOT Bond Trustee shall sell at the best price reasonably obtainable by it or present 
for redemption or exchange any obligations in which moneys shall have been invested to the extent 
necessary to provide cash in the respective Funds or Accounts, to make any payments required to be made 
therefrom, or to facilitate the transfers of moneys or securities between various Funds and Accounts as 
may be required from time to time pursuant to the provisions of the Master PILOT Indenture.  As soon as 
practicable after any such sale, redemption or exchange, the PILOT Bond Trustee shall give notice 
thereof to the LDC. 

(d) Except as otherwise provided in the Master PILOT Indenture, neither the PILOT Bond 
Trustee nor the LDC shall be liable for any loss arising from, or any depreciation in the value of any 
obligations in which moneys of the Funds and Accounts shall be invested or from any other loss, fee, tax 
or charge in connection with any investment, reinvestment or liquidation of an investment hereunder.  
The investments authorized by this summarized section shall at all times be subject to the provisions of 
applicable law, as amended from time to time. 

(e) Qualified Investments shall be valued at the lesser of cost or market price, inclusive of 
accrued interest. 

Application of Moneys in Certain Funds for Retirement of PILOT Bonds.  

 Notwithstanding any other provisions of the Master PILOT Indenture, if on any Interest Payment 
Date or Redemption Date the amounts held in the Funds established under the Master PILOT Indenture 
(other than the Senior PILOT Bonds Debt Service Reserve Fund, the Subordinated PILOT Bonds Debt 
Service Reserve Fund, or the PILOT Bonds Renewal Fund or the PILOT Bonds Rebate Fund) are 
sufficient to pay one hundred per centum (100%) of the principal or Redemption Price, as the case may 
be, of all Outstanding PILOT Bonds and the interest accruing on such PILOT Bonds to the next date on 
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which such PILOT Bonds are redeemable or payable, as the case may be, whichever is earlier, the PILOT 
Bond Trustee shall so notify the LDC.  Upon receipt of written instructions from the LDC directing such 
redemption, the PILOT Bond Trustee shall proceed to redeem all such Outstanding PILOT Bonds in the 
manner provided for redemption of such PILOT Bonds by the Master PILOT Indenture. 

Moneys to be Held in Trust.   

 All moneys required to be deposited with or paid to the PILOT Bond Trustee for the credit of any 
Fund or Account under any provision of the Master PILOT Indenture and all investments made therewith 
shall be held by the PILOT Bond Trustee in trust for the benefit of the PILOT Bondholders, and while 
held by the PILOT Bond Trustee constitute part of the PILOT Bonds Trust Estate, other than the PILOT 
Bonds Rebate Fund and PILOT Bonds Renewal Fund to the extent set forth herein, and be subject to the 
lien hereof. 

Repayment to the LDC from the Funds.   

 After payment in full of the PILOT Bonds (in accordance with the summarized section entitled 
�Defeasance�) and the payment of all fees, charges and expenses of the LDC, the PILOT Bond Trustee, 
the PILOT Bond Registrar and the PILOT Bonds Paying Agent and all other amounts required to be paid 
hereunder and under each of the Bond Documents, and the payment of any amounts which the PILOT 
Bond Trustee is directed to rebate to the Federal government pursuant to the Master PILOT Indenture and 
the Tax Certificate, and if such payment occurs prior to the Expiration Date of the Lease Agreement, any 
amounts remaining on deposit in any Fund, Account or Subaccount under the Master PILOT Indenture 
shall be returned to the LDC; provided however that if such payment in full of all Outstanding PILOT 
Bonds occurs after the Expiration Date of the Lease Agreement, any amounts remaining on deposit  shall 
be returned to the LDC for application to the payment of operating and maintenance expenses of the 
Arena.  



  L-27 

REDEMPTION OF PILOT BONDS 

Privilege of Redemption and Redemption Price.   

 PILOT Bonds or portions thereof subject to redemption prior to maturity pursuant to a 
Supplemental PILOT Indenture shall be redeemable, upon mailed notice as provided in the Master PILOT 
Indenture, at the times, at the Redemption Prices and upon such terms (in addition to and consistent with 
the terms contained in the Master PILOT Indenture) as shall be specified in the Supplemental PILOT 
Indenture authorizing such PILOT Bonds. 

Redemption at the Election of the LDC.   

 In the case of any redemption of PILOT Bonds at the election of the LDC, the LDC shall give 
written notice to the PILOT Bond Trustee of its election so to redeem, of the redemption date, of the 
Series, of the principal amounts of the PILOT Bonds of each maturity and interest rate of such Series to 
be redeemed (which Series, maturities, interest rates and principal amounts thereof to be redeemed shall 
be determined by the LDC in its sole discretion, subject to any limitations with respect thereto contained 
in any Supplemental PILOT Indenture).  Such notice shall be given to the PILOT Bond Trustee at least 
forty-five (45) days prior to the redemption date or such shorter period as may be provided in the 
Supplemental PILOT Indenture or as shall be acceptable to the PILOT Bond Trustee.  In the event notice 
of redemption shall have been given as in the summarized section entitled �Notice of Redemption� 
provided, but subject to the second paragraph of such summarized section, the LDC shall on or prior to 
the redemption date cause to be paid out to the appropriate PILOT Bonds Paying Agent out of money 
available therefore an amount in cash which, in addition to other money, if any, available therefor held by 
such PILOT Bonds Paying Agent, will be sufficient to redeem on the redemption date at the Redemption 
Price thereof, all of the  PILOT Bonds to be redeemed. 

The LDC may, in its sole discretion, purchase, at any time and from time to time, any PILOT 
Bonds which are redeemable at the election of the LDC as provided in a Supplemental PILOT Indenture 
at a purchase price equal to the redemption price therefore.  To exercise any such option, the LDC shall 
give the PILOT Bond Trustee a written request exercising such option within the time periods specified in 
the related Supplemental PILOT Indenture as though such written request were a written request of the 
LDC for redemption, and the PILOT Bond Trustee shall thereupon give the Bondholders of the PILOT 
Bonds to be purchased notice of such purchase in the manner specified in the related Supplemental 
PILOT Indenture as though such purchase were a redemption.  On the date fixed for purchase pursuant to 
any exercise of such an option, the LDC shall pay the purchase price of the PILOT Bonds then being 
purchased to the PILOT Bond Trustee in immediately available funds, and the PILOT Bond Trustee shall 
pay the same to the sellers of such PILOT Bonds against delivery thereof.  Following such purchase, the 
PILOT Bond Trustee shall cause such PILOT Bonds to be registered in the name of the LDC or its 
nominee and shall deliver them to the LDC or its nominee.  Except to the extent otherwise directed by an 
Authorized Representative, no purchase of PILOT Bonds pursuant to such an option shall operate to 
extinguish the indebtedness of the LDC evidenced thereby.  Any such option to purchase by the LDC 
either shall be conditioned on the provision of sufficient money therefor by the LDC or shall be an 
obligation of the LDC in the event that the LDC does not provide sufficient money therefor. 

Selection of PILOT Bonds to be Redeemed.   

 In the event of redemption of less than all the Outstanding PILOT Bonds of the same Series and 
maturity, the particular PILOT Bonds or portions thereof to be redeemed shall be selected by the PILOT 
Bond Trustee in such manner as the PILOT Bond Trustee in its discretion may deem fair.  Unless 
otherwise required by any Supplemental PILOT Indenture in the event of redemption of less than all the 
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Outstanding PILOT Bonds of the same Series stated to mature on different dates, the principal amount of 
such Series of PILOT Bonds to be redeemed shall be applied in any order of maturity that the LDC may 
elect of the Outstanding Series of PILOT Bonds to be redeemed and by lot within a maturity.  The portion 
of PILOT Bonds of any Series to be redeemed in part shall be in the principal amount of the minimum 
authorized denomination thereof or some integral multiple thereof and, in selecting PILOT Bonds of a 
particular Series for redemption, the PILOT Bond Trustee shall treat each such PILOT Bond as 
representing that number of PILOT Bonds of such Series which is obtained by dividing the principal 
amount of such registered PILOT Bond by the minimum denomination (referred to below as a �unit�) 
then issuable rounded down to the integral multiple of such minimum denomination.  If it is determined 
that one or more, but not all, of the units of principal amount represented by any such PILOT Bond is to 
be called for redemption, then, upon notice of intention to redeem such unit or units, the Holder of such 
PILOT Bond shall forthwith surrender such PILOT Bond to the PILOT Bond Trustee for (a) payment to 
such owner of the Redemption Price of the unit or units of principal amount called for redemption and (b) 
delivery to such owner of a new PILOT Bond or Bonds of such Series in the aggregate unpaid principal 
amount of the unredeemed balance of the principal amount of such PILOT Bond.  New PILOT Bonds of 
the same Series and maturity representing the unredeemed balance of the principal amount of such PILOT 
Bond shall be issued to the registered owner thereof, without charge therefor.  If the Holder of any such 
PILOT Bond of a denomination greater than a unit shall fail to present such PILOT Bond to the PILOT 
Bond Trustee for payment and exchange as aforesaid, such PILOT Bond shall, nevertheless, become due 
and payable on the date fixed for redemption to the extent of the unit or units of principal amount called 
for redemption (and to that extent only). 

Notice of Redemption.   

 When redemption of any PILOT Bonds is requested or required pursuant to the Master PILOT 
Indenture, the PILOT Bond Trustee shall give notice of such redemption in the name of the LDC, 
specifying the name of the Series, CUSIP number, Bond numbers, the date of original issue of such 
Series, the date of mailing of the notice of redemption, maturities, interest rates and principal amounts of 
the PILOT Bonds or portions thereof to be redeemed, the redemption date, the Redemption Price, and the 
place or places where amounts due upon such redemption will be payable (including the name, address 
and telephone number of a contact person at the PILOT Bond Trustee) and specifying the principal 
amounts of the PILOT Bonds or portions thereof to be payable and, if less than all of the PILOT Bonds of 
any maturity are to be redeemed, the numbers of such PILOT Bonds or portions thereof to be so 
redeemed.  Such notice shall further state that there is on deposit in the applicable Series designated 
Subaccount of the Senior PILOT Bonds Redemption Account or the Subordinated PILOT Bonds 
Redemption Account, as applicable, moneys or securities in an amount which, together with moneys 
deposited at the same time as such notice, shall be sufficient to pay when due the principal or Redemption 
Price, if applicable, and interest due and to become due on such PILOT Bonds on and prior to the 
Redemption Date or maturity date thereof, as applicable, and that on such date there shall become due and 
payable upon each Bond or portion thereof to be redeemed the Redemption Price thereof together with 
interest accrued to the redemption date, and that from and after such date interest thereon shall cease to 
accrue and be payable.  Such notice may set forth any additional information relating to such redemption.  
The PILOT Bond Trustee, at the direction of the LDC, in the name and on behalf of the LDC, shall mail a 
copy of such notice by certified mail, return receipt, postage prepaid, not more than sixty (60) nor less 
than thirty (30) days prior to the date fixed for redemption, to PILOT Bondholders, at their last address, if 
any, appearing upon the registration books, but any defect in such notice shall not affect the validity of the 
proceedings for the redemption of such Series of PILOT Bonds with respect to which proper mailing was 
effected.  Any notice mailed as provided in this summarized section shall be conclusively presumed to 
have been duly given, whether or not the registered owner receives the notice.  In the event of a postal 
strike, the PILOT Bond Trustee shall give notice by other appropriate means selected by the PILOT Bond 
Trustee in its discretion.  If any PILOT Bond shall not be presented for payment of the Redemption Price 
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within sixty (60) days of the redemption date, the PILOT Bond Trustee shall mail a second notice of 
redemption to the PILOT Bondholders by certified mail, return receipt, postage prepaid.  Any amounts 
held by the PILOT Bond Trustee due to non-presentment of PILOT Bonds for payments on or after any 
redemption date shall be retained by the PILOT Bond Trustee for a period of at least one year after the 
final maturity date of such PILOT Bonds. 

If notice of redemption shall have been given as aforesaid, the PILOT Bonds of such Series 
called for redemption shall become due and payable on the redemption date.  Any notice of optional 
redemption given pursuant to this summarized section may state that it is conditional upon receipt by the 
PILOT Bond Trustee of monies sufficient to pay the Redemption Price of such PILOT Bonds or upon the 
satisfaction of any other condition, or that it may be rescinded upon the occurrence of any other event, 
and any conditional notice so given may be rescinded at any time before payment of such Redemption 
Price if any such condition so specified is not satisfied or if any such other event occurs.  Notice of such 
rescission shall be given by the PILOT Bond Trustee to affected PILOT Bondholders as promptly as 
practicable upon the failure of such condition or the occurrence of such other event. 

Notice of redemption of any Series of PILOT Bonds shall also be sent by the PILOT Bond 
Trustee to such additional Persons as may be specified in the Supplemental PILOT Indenture authorizing 
such Series. 

If a notice of optional redemption shall be unconditional, or if the conditions of a conditional 
notice of optional redemption shall have been satisfied, then upon presentation and surrender of the 
PILOT Bonds of such Series so called for redemption at the place or places of payment, such Series of 
PILOT Bonds shall be redeemed. 

Under no circumstances shall the PILOT Bond Trustee be required to expend any of its own 
funds for any purpose for which funds are to be disbursed under the Master PILOT Indenture. 

Payment of Redeemed Bonds.   

 Notice having been given in the manner provided in the summarized section entitled �Notice of 
Redemption�, the PILOT Bonds or portions thereof so called for redemption shall become due and 
payable on the redemption dates so designated at the Redemption Price, plus interest accrued and unpaid 
to the redemption date.  If, on the redemption date, moneys for the redemption of all the PILOT Bonds or 
portions thereof to be redeemed, together with interest to the redemption date, shall be held by the PILOT 
Bonds Paying Agent so as to be available therefor on said date and if notice of redemption shall have 
been given as aforesaid, then, from and after the redemption date, interest on the PILOT Bonds or 
portions thereof so called for redemption shall cease to accrue and become payable.  If said moneys shall 
not be so available on the redemption date, such PILOT Bonds or portions thereof shall continue to bear 
interest until paid at the same rate as they would have borne had they not been called for redemption. 

 Payment of the Redemption Price plus interest accrued to the redemption date shall be made to or 
upon the order of the registered owner only upon presentation of such PILOT Bonds for cancellation and 
exchange as provided in the summarized section entitled �Cancellation of Redeemed Bonds�; provided, 
however, that any owner of at least $1,000,000 in original aggregate principal amount of PILOT Bonds 
may, by written request to the PILOT Bond Trustee no later than five (5) days prior to the date of 
redemption direct that payments of Redemption Price and accrued interest to the date of redemption be 
made by wire transfer as soon as practicable after tender of the PILOT Bonds in Federal funds at such 
wire transfer address as the Holder shall specify to the PILOT Bond Trustee in such written request. 
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Cancellation of Redeemed Bonds.  

 All PILOT Bonds redeemed in full under the provisions of the Master PILOT Indenture, shall 
forthwith be cancelled and returned to the LDC and no PILOT Bonds shall be executed, authenticated or 
issued hereunder in exchange or substitution therefor, or for or in respect of any paid portion of a PILOT 
Bond. 

 If there shall be drawn for redemption less than all of a PILOT Bond, as described in the 
summarized section entitled �Selection of Bonds To Be Redeemed,� the LDC shall execute and the 
PILOT Bond Trustee shall authenticate and deliver, upon the surrender of such PILOT Bond, without 
charge to the Holder thereof, for the unredeemed balance of the principal amount of the PILOT Bond so 
surrendered, a PILOT Bond or PILOT Bonds of like Series and maturity in any of the authorized 
denominations. 

No Partial Redemption After Default.   

 Anything in the Master PILOT Indenture to the contrary notwithstanding, if there shall have 
occurred and be continuing an Event of Default hereunder, there shall be no redemption of less than all of 
the PILOT Bonds Outstanding. 

Special Mandatory Redemption.   

 PILOT Bonds shall be subject to special mandatory redemption prior to maturity by the LDC in 
whole on any date or in part on any Interest Payment Date at a Redemption Price of one hundred percent 
(100%) of the principal amount to be redeemed plus accrued interest, if any, to the date of redemption, if 
either (1) a Casualty Event or less than a Substantial Taking has occurred during the last five (5) Lease 
Years of the Term of the Lease Agreement and the Company elects not to perform a Casualty Restoration 
or a Condemnation Restoration by terminating the Lease Agreement in accordance with its terms; or (2) a 
Substantial Taking has occurred. 

Upon the occurrence of one or more of the events described above, any and all Restoration Funds, 
condemnation awards and any other moneys on deposit in the PILOT Bonds Renewal Fund shall be 
transferred to the Subaccounts of the Senior PILOT Bonds Redemption Account in the Senior PILOT 
Bonds Bond Fund, in each case pro rata, in proportion to the aggregate amount of Outstanding Senior 
PILOT Bonds and used to pay the Redemption Price of Senior PILOT Bonds.  Any such redemption shall 
be made on the first date for which notice of redemption may be timely given by the PILOT Bond Trustee 
under the Master PILOT Indenture.  Any surplus available from such transfer to the Senior PILOT Bonds 
Bond Fund shall be transferred to the Subaccounts of the Subordinated PILOT Bonds Redemption 
Account in the Subordinated PILOT Bonds Bond Fund, in each case pro rata, in proportion to the 
aggregate amount of Outstanding Subordinated PILOT Bonds and applied to redeem Subordinated 
PILOT Bonds.   

PARTICULAR COVENANTS 

LDC�s Obligations Not to Create A Pecuniary Liability. 

Each and every covenant made in the Master PILOT Indenture, including all covenants made in 
the various sections under the heading �Particular Covenants�, is predicated upon the condition that any 
obligation for the payment of money incurred by the LDC shall not create a debt of the State nor the City 
and neither the State nor the City shall be liable on any obligation so incurred, and the PILOT Bonds and 
any related Parity Debt shall not be payable out of any funds of the LDC other than those pledged therefor 
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but shall be payable by the LDC solely from the PILOT Bonds Trust Estate and pledged to the payment 
thereof in the manner and to the extent in the Master PILOT Indenture specified and nothing in the 
PILOT Bonds, in the PILOT Assignment, in the PILOT Agreement or in the Master PILOT Indenture 
shall be considered as pledging any other funds or assets of the LDC. 

Payment of PILOT Bonds and Parity Debt. 

The LDC covenants that it will from the sources contemplated in the Master PILOT Indenture 
promptly pay or cause to be paid the principal of, and interest on the PILOT Bonds, and any related Parity 
Debt, and the Redemption Price, if any, together with interest accrued thereon to the date of redemption, 
at the place, on the dates and in the manner provided in the respective Supplemental PILOT Indenture and 
in the PILOT Bonds according to the true intent and meaning thereof.  The LDC shall promptly pay when 
due the Regularly Scheduled Swap Payments, Swap Termination Payments and Other Swap Payments at 
the places, on the dates, from the accounts and in the manner provided in the Master PILOT Indenture and 
in the Qualified Swaps pursuant to which such payments arise according to the true intent and meaning 
thereof.  All covenants, stipulations, promises, agreements and obligations of the LDC contained in the 
Master PILOT Indenture shall be deemed to be covenants, stipulations, promises, agreements and 
obligations of the LDC and not of any member, officer, director, employee or agent thereof in his 
individual capacity, and no resort shall be had for the payment of the principal of, redemption premium, if 
any, or interest on the PILOT Bonds and Parity Debt or Qualified Swaps or for any claim based thereon 
or under the Master PILOT Indenture against any such member, officer, director, employee or agent or 
against any natural person executing the PILOT Bonds.  Neither the PILOT Bonds, the interest thereon, 
nor the Redemption Price thereof or any related Parity Debt shall ever constitute a debt of the State or of 
the City and neither the State nor the City shall be liable on any obligation so incurred, and the PILOT 
Bonds shall not be payable out of any funds of the LDC other than those pledged therefor.  The LDC shall 
not be required under the Master PILOT Indenture or any other PILOT Document to expend any of its 
funds other than (i) the proceeds of the PILOT Bonds, (ii) the PILOT Revenues and other moneys held 
and pledged to the payment of the PILOT Bonds and (iii) any income or gains therefrom and (iv) the 
Restoration Funds and condemnation awards with respect to the Arena. 

Performance of Covenants; Authority. 

The LDC covenants that it will faithfully perform at all times any and all covenants, 
undertakings, stipulations and provisions contained in the Master PILOT Indenture, each Supplemental 
PILOT Indenture, in any and every PILOT Bond executed, authenticated and delivered under the Master 
PILOT Indenture and in all proceedings pertaining thereto.  The LDC covenants that it is duly authorized 
under the Constitution and laws of the State, including particularly and without limitation the Act, to issue 
the PILOT Bonds authorized by the Master PILOT Indenture and to execute the Master PILOT Indenture, 
any Qualified Swap or any Enhancement Facility entered into and to assign the PILOTs and to pledge the 
PILOT Revenues and receipts pledged by the Master PILOT Indenture in the manner and to the extent set 
forth in the Master PILOT Indenture; that all action on its part for the issuance of the PILOT Bonds and 
the execution and delivery of the Master PILOT Indenture has been duly and effectively taken; and that 
the PILOT Bonds in the hands of the PILOT Bondholders and the Qualified Swaps and Enhancement 
Facilities, if any, are and will be the valid and enforceable obligations of the LDC according to the import 
thereof. 

Issuance of PILOT Bonds Subordinated Indebtedness, PILOT Bonds Subordinated Obligations and Parity 
Debt.   

 The LDC shall not issue any bonds, notes, debentures or other evidences of indebtedness or enter 
into any contractual debt obligations secured by a pledge of the PILOT Bonds Trust Estate, other than the 
PILOT Bonds and Parity Debt as provided in the Master PILOT Indenture, and shall not create or cause 
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to be created any lien or charge on the PILOT Bonds Trust Estate except to the extent provided herein; 
provided, however, that the LDC may, at any time, or from time to time, incur PILOT Bonds 
Subordinated Indebtedness or enter into PILOT Bonds Subordinated Obligations payable out of, and 
which may be secured by a pledge of, such amounts as may from time to time be available for the purpose 
of the payment thereof in accordance herewith and such pledge shall be, and shall be expressed to be, 
subordinate in all respects to the pledge created by the Master PILOT Indenture as security for payment 
of the PILOT Bonds and Parity Debt; and provided further, however, that nothing contained in the Master 
PILOT Indenture shall prevent the LDC from issuing bonds, notes, or other evidences of indebtedness 
under another and separate resolution to finance a Separately Financed Program. 

EVENTS OF DEFAULT; REMEDIES OF BONDHOLDERS 

Events of Default. 

Each of the following events is defined as and shall constitute an �Event of Default�: 

(a) Failure in the payment of the interest on any PILOT Bond or Parity Reimbursement 
Obligation when the same shall become due and payable; 

(b) Failure in the payment of the principal or redemption premium, if any, of any PILOT 
Bond or any Parity Reimbursement Obligation, when the same shall become due and payable, whether at 
the stated maturity thereof or upon proceedings for redemption thereof or otherwise, or interest accrued 
thereon to the date of redemption after notice of redemption therefor or otherwise; 

(c) Failure in the payment of any Swap Payment when the same shall become due and 
payable; 

(d) Failure of the LDC to observe or perform any covenant, condition or agreement in the 
PILOT Bonds or under the Master PILOT Indenture on its part to be performed (except as set forth in 
clauses (i) and (ii) above) and (A) continuance of such failure for a period of thirty (30) days after receipt 
by the LDC of written notice specifying the nature of such default from the PILOT Bond Trustee or the 
PILOT Bondholders or (B) if by reason of the nature of such default the same can be remedied, but not 
within the said thirty (30) days, the LDC fails to proceed with reasonable diligence after receipt of said 
notice to cure the same or fails to continue with reasonable diligence its efforts to cure the same; 

(e) The LDC, shall (A) apply for or consent to the appointment of or the taking of possession 
by a receiver, liquidator, custodian or trustee of itself or of all or a substantial part of its property, (B) 
admit in writing its inability, or be generally unable, to pay its debts as such debts generally become due, 
(C) make a general assignment for the benefit of its creditors, (D) commence a voluntary case under the 
Bankruptcy Code (as now or hereafter in effect), (E) file a petition seeking to take advantage of any other 
law relating to bankruptcy, insolvency, reorganization, winding-up, or composition or adjustment of 
debts, (F) take any action for the purpose of effecting any of the foregoing, or (G) be adjudicated a 
bankrupt or insolvent by any court; 

(f) A proceeding or case shall be commenced, without the application or consent of the 
LDC, in any court of competent jurisdiction, seeking, (A) liquidation, reorganization, dissolution, 
winding-up or composition or adjustment of debts, (B) the appointment of a trustee, receiver, liquidator, 
custodian or the like of the LDC or any substantial part of its assets, (C) similar relief under any law 
relating to bankruptcy, insolvency, reorganization, winding-up or composition or adjustment of debts, and 
such proceeding or case shall continue undismissed, or an order, judgment or decree approving or 
ordering any of the foregoing against the LDC shall be entered and continue unstayed and in effect, for a 
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period of ninety (90) days or (D) the LDC shall fail to controvert in a timely or appropriate manner, or 
acquiesce in writing to, any petition filed against itself in an involuntary case under such Bankruptcy 
Code; or 

(g) With respect to a Series of PILOT Bonds, any additional events as may be 
specified in the Supplemental PILOT Indenture authorizing the issuance of such Series. 

Enforcement of Remedies. 

(a) Upon the occurrence and continuance of any Event of Default, then and in every case the 
PILOT Bond Trustee may, with the consent of a majority of the Senior PILOT Bondholders and shall if 
so directed by a majority of the Senior PILOT Bondholders, proceed to protect and enforce its rights and 
the rights of the PILOT Bondholders and Holders of Parity Debt under the Act and the PILOT 
Assignment forthwith by such suits, actions or special proceedings in equity or at law, or by proceedings 
in the office of any board or officer having jurisdiction, whether for the specific performance of any 
covenant or agreement contained in the Master PILOT Indenture, the PILOT Assignment or in aid of the 
execution of any power granted in the Master PILOT Indenture or in the Act or for the enforcement of 
any legal or equitable rights or remedies as the PILOT Bond Trustee, being advised by counsel, shall 
deem most effectual to protect and enforce such rights or to perform any of its duties under the Master 
PILOT Indenture or under the PILOT Assignment.  In addition to any rights or remedies available to the 
PILOT Bond Trustee under the Master PILOT Indenture or elsewhere, upon the occurrence and 
continuance of an Event of Default the PILOT Bond Trustee may take such action, without notice or 
demand, as it deems advisable. Notwithstanding the existence of any default (including payment defaults) 
on the Subordinated PILOT Bonds or any related Parity Debt, and notwithstanding any rights or remedies 
contained in any of the documents related to such related Parity Debt, neither the Holders of Subordinated 
PILOT Bonds and any related Parity Debt nor the PILOT Bond Trustee on their behalf shall take any of 
the actions set forth in the Master PILOT Indenture or any corresponding provision in the documents 
related to such Parity Debt while any of the Senior PILOT Bonds and any related Parity Debt are 
Outstanding, which such prohibited actions shall include, without limitation: (i) the commencement of 
foreclosure proceedings against the PILOT Bonds Trust Estate; or (ii) the commencement of any suit, 
action or proceeding to enforce or collect payment on money due with respect to the Subordinated PILOT 
Bonds or related Parity Debt. 

(b) In the enforcement of any right or remedy under the Master PILOT Indenture, the PILOT 
Assignment, or under the Act, the PILOT Bond Trustee, shall be entitled to sue for, enforce payment on 
and receive any or all amounts then or during any default becoming, and any time remaining, due, for 
principal, interest, Redemption Price, or otherwise, under any of the provisions of the Master PILOT 
Indenture, of the PILOT Assignment or of the PILOT Bonds (all references to PILOT Bonds appearing in 
the remainder of this summarized section shall include Parity Debt), and unpaid, with interest on overdue 
payments at the rate or rates of interest specified in the PILOT Bonds, together with any and all costs and 
expenses of collection and of all proceedings under the Master PILOT Indenture, under the PILOT 
Assignment and under the PILOT Bonds, without prejudice to any other right or remedy of the PILOT 
Bond Trustee or of the PILOT Bondholders, and to recover and enforce judgment or decree against the 
LDC, but solely as provided in the Master PILOT Indenture, the PILOT Assignment, and in the PILOT 
Bonds, for any portion of such amounts remaining unpaid, with interest, costs and expenses, and to 
collect (but solely from the moneys in the Senior PILOT Bonds Bond Fund, Subordinated PILOT Bonds 
Bond Fund and other moneys available therefor to the extent provided in the Master PILOT Indenture) in 
any manner provided by law, the moneys adjudged or decreed to be payable.  The PILOT Bond Trustee 
shall file proof of claim and other papers or documents as may be necessary or advisable in order to have 
the claims of the PILOT Bond Trustee and the PILOT Bondholders allowed in any judicial proceedings 
relative to the LDC or their creditors or property. 
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(c) Regardless of the occurrence of an Event of Default, the PILOT Bond Trustee may 
institute and maintain such suits and proceedings as it may be advised shall be necessary or expedient to 
prevent any impairment of the security under the Master PILOT Indenture or under the PILOT 
Assignment by any acts which may be unlawful or in violation of the Master PILOT Indenture or of the 
PILOT Assignment or of any resolution authorizing any PILOT Bonds, and such suits and proceedings as 
the PILOT Bond Trustee may be advised shall be necessary or expedient to preserve or protect its 
interests and the interests of the PILOT Bondholders; provided, that such request shall not be otherwise 
than in accordance with the provisions of law and of the Master PILOT Indenture. Notwithstanding the 
foregoing, however, the PILOT Bond Trustee shall not exercise any rights or remedies under this 
summarized subsection if the only Event of Default which has occurred and is continuing is with respect 
to payments on Subordinated PILOT Bonds, without the prior written consent of fifty-one percent (51%) 
of the Senior PILOT Bondholders.  

(d) Upon the occurrence and during the continuance of an Event of Default, the PILOT Bond 
Trustee shall apply moneys on deposit in the PILOT Bonds Project Fund to the payment of principal of 
and interest on first, the Senior PILOT Bonds and second, the Subordinated PILOT Bonds. 

Right of Senior PILOT Bondholders to Direct Proceedings. 

Anything in the PILOT Bond Indenture to the contrary notwithstanding, a majority of the Senior 
PILOT Bondholders shall have the right, at any time, by an instrument or instruments in writing executed 
and delivered to the PILOT Bond Trustee, with indemnity as may be required by the PILOT Bond Trustee 
pursuant to the Master PILOT Indenture to direct the method and place of conducting all proceedings to 
be taken in connection with the enforcement of the terms and conditions of the Master PILOT Indenture 
or for the appointment of a receiver or any other proceedings under the Master PILOT Indenture; 
provided, however, that such direction shall not be otherwise than in accordance with the provisions of 
applicable law and of the Master PILOT Indenture. Unless directed by fifty-one percent (51%) of the 
PILOT Bondholders pursuant to this summarized section, the PILOT Bond Trustee shall have full power 
in the exercise of its discretion for the best interests of the PILOT Bondholders, to conduct, continue, 
discontinue, withdraw, compromise, settle or otherwise dispose of any legal or equitable action or 
proceeding. 

Application of PILOT Revenues and Other Moneys After Default. 

(a) All moneys received by the PILOT Bond Trustee pursuant to any right given or action 
taken under the provisions of the Master PILOT Indenture or under the PILOT Assignment shall, after 
payment of the cost and expenses (including attorney�s fees) of the proceedings resulting in the collection 
of such moneys and of the expenses (including attorney�s fees), liabilities and advances incurred or made 
by the PILOT Bond Trustee and the PILOT Bondholders, be deposited in the Senior PILOT Bonds Bond 
Fund and all moneys so deposited and available for payment of the Senior PILOT Bonds shall be applied, 
subject to the section of the Master PILOT Indenture entitled �Compensation�, as follows: 

(i) Unless the principal of all of the PILOT Bonds shall have become due and 
payable, 

First - To the payment to the Persons entitled thereto of all installments of interest then 
due, together with accrued and unpaid interest on the Senior PILOT Bonds Regularly Scheduled Swap 
Payments with respect to the Senior PILOT Bonds, and interest on Parity Reimbursement Obligations 
and, if the amount available shall not be sufficient to pay in full any installment or installments due on the 
same date, then to the payment thereof ratably, according to the amounts due thereon, to the persons 
entitled thereto, without any discrimination or preference;  
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Second - To the payment to the Persons entitled thereto of the unpaid principal or 
Redemption Price, if any, of any of the Senior PILOT Bonds or principal installments of Parity 
Reimbursement Obligation which shall have become due (other than Senior PILOT Bonds or principal 
installments of Senior PILOT Bonds called for redemption for the payment of which moneys are held 
pursuant to the provisions of the Master PILOT Indenture) whether at maturity or by call for redemption, 
in the order of their due dates, and if the amount available shall not be sufficient to pay in full all of the 
Senior PILOT Bonds or Principal Installments of Parity Reimbursement Obligations due on any date, 
then to the payment thereof ratably, according to the amount of principal or Redemption Price due on 
such date, to the persons entitled thereto, without any discrimination or preference; 

Third - To the payment, pro rata, of the principal portion of any payment due as a 
Reimbursement Obligation on any Reserve Account Credit Facilities related to the Senior PILOT Bonds; 

Fourth  - To the payment to the Persons entitled thereto of all installments of interest then 
due on Subordinated PILOT Bonds and any related Parity Debt, Swap Termination Payments and Other 
Swap Payments, in the order of the maturity of the installments of such interest and the due dates of such 
amounts due in respect of Subordinated PILOT Bonds and related Parity Reimbursement Obligation, 
Swap Termination Payments and Other Swap Payments; and if the amount available shall not be 
sufficient to pay in full any particular installment or amount then due, then to the payment ratably, 
according to the amounts due on such installments of interest then due on Subordinated PILOT Bonds 
and any related Reimbursement Obligation, Swap Termination Payments and Other Swap Payments, to 
the Persons entitled thereto, without any discrimination or preference except as to any difference in the 
respective rates of interest specified in the Subordinated PILOT Bonds or related Parity Reimbursement 
Obligation Debt, Swap Termination Payments and Other Swap Payments; 

Fifth - To the payment to the Persons entitled thereto of the unpaid principal or 
Redemption Price of any of the Subordinated PILOT Bonds and any related Parity Reimbursement 
Obligation which shall have become due (other than Subordinated PILOT Bonds called for redemption 
for the payment of which monies are held pursuant to the provisions of the Master PILOT Indenture) in 
the order of their due dates, with interest on such Subordinated PILOT Bonds and any related Parity 
Reimbursement Obligations at the respective rates specified therein from the respective dates upon which 
they become due; and if the amount available shall not be sufficient to pay in full all the Subordinated 
PILOT Bonds and any related Parity Reimbursement Obligation due whether at maturity or by call for 
redemption on any particular date, together with such interest, then first to the payment of such interest 
ratably, according to the amount of such interest due on such date, and then to the amount of such 
principal, ratably, according to the amount of such principal or Redemption Price due on such date, to the 
Persons entitled thereto, without any discrimination or preference except as to any difference in the 
respective rates of interest specified in the Subordinated PILOT Bonds or the related Parity 
Reimbursement Obligation; 

Sixth - To the payment, pro rata, of the principal portion of any payment due as a 
reimbursement on any Reserve Account Credit Facilities related to the Subordinated PILOT Bonds; and 

Seventh - To the extent permitted by law, to the payment to the Persons entitled thereto 
of the unpaid interest on overdue installments of interest ratably, according to the amounts of such interest 
due on such date, without any discrimination or preference except as to any difference in the respective 
rates of interest specified in the PILOT Bonds, related Parity Debt, Subordinated PILOT Bonds, Swap 
Termination Payments and Other Swap Payments. 
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(ii) If the principal of all the PILOT Bonds shall have become due, all such monies 
shall be applied first to the payment of the principal and interest then due and unpaid upon the Senior 
PILOT Bonds, all Regularly Scheduled Swap Payments due under any Parity Swap Obligation relating to 
Senior PILOT Bonds and all Parity Reimbursement Obligations relating to Senior PILOT Bonds without 
preference or priority of Senior PILOT Bonds over Parity Swap Obligations or Parity Reimbursement 
Obligations, or principal over interest or of interest over principal, or of any installment of interest over 
any other installment of interest, or of any Senior PILOT Bond over any other Senior PILOT Bond, or of 
any related Parity Swap Obligation over any other related Parity Swap Obligation or of any Parity 
Reimbursement Obligation over any other Parity Reimbursement Obligation, ratably, according to the 
amounts due respectively for principal and interest and amounts due under such Senior PILOT Bonds 
Parity Swap Obligations and Parity Reimbursement Obligations, to the Persons entitled thereto, without 
any discrimination or privilege; second to the reimbursement, pro rata, of any Reserve Account Credit 
Facility Provider that provided a Reserve Account Credit Facility related to the Senior PILOT Bonds; 
third to the payment of the principal and interest then due and unpaid upon the Subordinated PILOT 
Bonds, all Regularly Scheduled Swap Payments due under any Parity Swap Obligation relating to 
Subordinated PILOT Bonds, and all Swap Termination Payments and Other Swap Payments due under 
any Qualified Swap and all related Parity Reimbursement Obligations without preference or priority of 
Subordinated PILOT Bonds over related Parity Swap Obligations, Swap Termination Payments or Other 
Swap Payments or Parity Reimbursement Obligations, or vice versa, or principal over interest or of 
interest over principal, or of any installment of interest over any other installment of interest, or of any 
Subordinated PILOT Bonds over any other Subordinated PILOT Bonds, or of any related Parity Swap 
Obligation over any other related Parity Swap Obligation, or of any Swap Termination Payments over any 
other Swap Termination Payments, or of any related Other Swap Payments over any related Other Swap 
Payments, or of any related Parity Reimbursement Obligation over any other related Parity 
Reimbursement Obligation, ratably, according to the amounts due respectively for principal and interest 
and amounts due under such Parity Swap Obligations and as Swap Termination Payments or Other Swap 
Payments, respectively, to the Persons entitled thereto, without any discrimination or privilege; and fourth 
to the reimbursement, pro rata, of any Reserve Account Credit Facility Provider that provided a Reserve 
Account Credit Facility related to the Subordinated PILOT Bonds; and fifth to the extent permitted by 
law, to the payment to the Persons entitled thereto if the unpaid interest on overdue installments of 
interest ratable, according to the amounts of such interest due on such date, without any discrimination or 
preference, except as to any difference in the respective rates of interest specified in the Senior PILOT 
Bonds, related Parity Debt, Subordinated PILOT Bonds, Swap Termination Payments and Other Swap 
Payments. 

(b) Whenever moneys are to be applied pursuant to the provisions of this summarized 
section, such moneys shall be applied at such times, and from time to time, as the PILOT Bond Trustee 
shall determine, having due regard to the amount of such moneys available for application and the 
likelihood of additional moneys becoming available for such application in the future.  Whenever the 
PILOT Bond Trustee shall apply such funds, it shall fix the date (which shall be an Interest Payment Date 
unless it shall deem another date more suitable) upon which such application is to be made and upon such 
date interest on the amounts of principal to be paid on such dates shall cease to accrue.  The PILOT Bond 
Trustee shall give such written notice to the PILOT Bondholders as it may deem appropriate of the 
deposit with it of any such moneys and of the fixing of any such date, and shall not be required to make 
payment to the PILOT Bondholders until such PILOT Bonds shall be presented to the PILOT Bond 
Trustee for appropriate endorsement or for cancellation if fully paid. 
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Actions by Trustee. 

All rights of actions under the Master PILOT Indenture, under the PILOT Assignment or under 
any of the PILOT Bonds may be enforced by the PILOT Bond Trustee without the possession of any of 
the PILOT Bonds or the production thereof in any trial or other proceedings relating thereto and any such 
suit or proceeding instituted by the PILOT Bond Trustee shall be brought in its name as Trustee without 
the necessity of joining as plaintiff or defendant the PILOT Bondholders. 

Individual PILOT Bondholder Action Restricted. 

(a) No PILOT Bondholder shall have any right to institute any suit, action or proceeding at 
law or in equity for the enforcement of any provisions of the Master PILOT Indenture or the PILOT 
Assignment or the execution of any trust under the Master PILOT Indenture or for any remedy under the 
Master PILOT Indenture or under the PILOT Assignment, except that if a Senior PILOT Bondholder 
shall have previously given to the PILOT Bond Trustee written notice of the occurrence of an Event of 
Default as provided in the Master PILOT Indenture and the holders of at least twenty-five percent (25%) 
in principal amount of the Senior PILOT Bonds then Outstanding shall have filed a written request with 
the PILOT Bond Trustee, and shall have offered it reasonable opportunity either to exercise the powers 
granted in the Master PILOT Indenture or in the PILOT Assignment or by the Act or by the laws of the 
State or to institute such action, suit or proceeding in its own name, and unless such Senior PILOT 
Bondholder shall have offered to the PILOT Bond Trustee adequate security and indemnity against the 
costs, expenses (including attorneys� fees) and liabilities to be incurred therein or thereby, and the PILOT 
Bond Trustee shall have refused to comply with such request for a period of sixty (60) days after receipt 
by it of such notice, request and offer of indemnity, it being understood and intended that the Senior 
PILOT Bondholder shall not have any right in any manner whatever by its action to affect, disturb or 
prejudice the pledge created by the Master PILOT Indenture, or to enforce any right under the Master 
PILOT Indenture except in the manner provided in the Master PILOT Indenture; and that all proceedings 
at law or in equity to enforce any provision of the Master PILOT Indenture shall be instituted, had and 
maintained in the manner provided in the Master PILOT Indenture. 

(b) Nothing in the Master PILOT Indenture, in the PILOT Assignment or in the PILOT 
Bonds contained shall affect or impair the right of the PILOT Bondholders to payment of the principal or 
Redemption Price, if applicable, of, and interest on any PILOT Bond at and after the maturity thereof, or 
the obligation of the LDC to pay the principal or Redemption Price, if applicable, of, and interest on each 
of the PILOT Bonds to the PILOT Bondholders at the time, place, from the source and in the manner in 
the Master PILOT Indenture and in said PILOT Bonds expressed. 

Effect of Discontinuance of Proceedings. 

In case any proceedings taken by the PILOT Bond Trustee on account of any Event of Default 
shall have been discontinued or abandoned for any reason, or shall have been determined adversely to the 
PILOT Bond Trustee, then and in every such case, the LDC, the PILOT Bond Trustee, the PILOT 
Bondholders and the Holders of Parity Debt shall be restored, respectively, to their former positions and 
rights under the Master PILOT Indenture, and all rights, remedies, powers and duties of the PILOT Bond 
Trustee shall continue as in effect prior to the commencement of such proceedings. 
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Remedies Not Exclusive. 

No remedy by the terms of the Master PILOT Indenture conferred upon or reserved to the PILOT 
Bond Trustee or to the PILOT Bondholders is intended to be exclusive of any other remedy, and each and 
every such remedy shall be cumulative and shall be in addition to any other remedy given under the 
Master PILOT Indenture or now or hereafter existing at law or in equity or by statute. 

Delay or Omission. 

No delay or omission of the PILOT Bond Trustee or of any PILOT Bondholder to exercise any 
right or power arising upon any default shall impair any right or power or shall be construed to be a 
waiver of any such default or an acquiescence therein; and every power and remedy given by the Master 
PILOT Indenture to the PILOT Bond Trustee and the PILOT Bondholders, respectively, may be exercised 
from time to time and as often as may be deemed expedient by the PILOT Bond Trustee or by the PILOT 
Bondholders. 

Notice of Default. 

The PILOT Bond Trustee shall promptly mail to the LDC, the PILOT Bondholders, the Holders 
of Parity Debt and the Qualified Swap Provider by first class mail, postage prepaid, written notice of the 
occurrence of any Event of Default.  The PILOT Bond Trustee shall not, however, be subject to any 
liability to the PILOT Bondholders by reason of its failure to mail any notice required by this summarized 
section. 

Waivers of Events of Default. 

The PILOT Bond Trustee may, upon the request of the holders of a majority in principal amount 
of the Senior PILOT Bonds, waive any default under the Master PILOT Indenture and its consequences; 
provided, however, that there shall not be waived (a) any default in the payment of the principal of any 
Outstanding PILOT Bonds at the date specified therein or (b) any default in the payment when due of the 
interest on any such PILOT Bonds, unless, prior to such waiver, all arrears of interest, with interest (to the 
extent permitted by law) at the rate borne by the PILOT Bonds on overdue installments of interest in 
respect of which such default shall have occurred, and all arrears of payment of principal when due, as the 
case may be, and all expenses of the PILOT Bond Trustee in connection with such default shall have been 
paid or provided for, or in case any proceeding taken by the PILOT Bond Trustee on account of any such 
default shall have been discontinued or abandoned or determined adversely to the PILOT Bond Trustee, 
then and in every such case the LDC, the PILOT Bond Trustee and the PILOT Bondholders shall be 
restored to their former positions and rights under the Master PILOT Indenture, respectively, but no such 
waiver or rescission shall extend to any subsequent or other default, or impair any right consequent 
thereon. 

No Acceleration of PILOT Bonds or Parity Debt. 

Anything in the Master PILOT Indenture to the contrary notwithstanding, neither the PILOT 
Bond Trustee nor the holders nor the issuer of any Enhancement Facility nor a party to any Qualified 
Swap shall have the right to accelerate the maturity of any PILOT Bond or Parity Debt. The preceding 
sentence shall not be construed to prohibit any redemption of PILOT Bonds or Parity Debt at the option 
of the Holder, or issuer thereof or other party thereto, or if required pursuant to any Enhancement Facility, 
or any optional or mandatory tender of PILOT Bonds or Parity Debt pursuant to the terms thereof, or any 
early termination of a Qualified Swap. 
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BOND TRUSTEE AND PILOT BONDS PAYING AGENT 

Indemnity. 

The PILOT Bond Trustee shall be under no obligation to institute any suit, or to take any 
remedial action under the Master PILOT Indenture or under the PILOT Assignment or to enter any 
appearance or in any way defend in any suit in which it may be made defendant, or to take any steps in 
the execution of the trusts created by the Master PILOT Indenture or in the enforcement of any rights and 
powers under the Master PILOT Indenture, or under the PILOT Assignment, until it shall be indemnified 
to its satisfaction against any and all reasonable compensation for services, costs and expenses, outlays, 
and counsel fees and other disbursements, and against all liability not due to its willful misconduct or 
gross negligence. 

DISCHARGE OF MASTER PILOT INDENTURE 

Defeasance. 

(a) If the LDC shall pay or cause to be paid, or there shall otherwise be paid, to the PILOT 
Bondholders the principal or Redemption Price, if applicable, of, interest and all other amounts due or to 
become due thereon or in respect thereof, at the times and in the manner stipulated therein and in the 
Master PILOT Indenture, and all fees and expenses and other amounts due and payable under the Master 
PILOT Indenture, and any other amounts required to be rebated to the Federal government pursuant to the 
Tax Certificate or the Master PILOT Indenture, shall be paid in full, then the pledge of the PILOT Bonds 
Trust Estate under the Master PILOT Indenture and the rights granted by the Master PILOT Indenture, 
and all covenants, agreements and other obligations of the LDC to the PILOT Bondholders under the 
Master PILOT Indenture shall thereupon, upon receipt of an Opinion of Bond Counsel to the effect that 
the LDC has duly provided or caused to be provided for the payment to the PILOT Bondholder the 
amounts required to pay the principal or Redemption Price, if applicable, of, and interest on the PILOT 
Bonds, cease, terminate and become void and be discharged and satisfied and the PILOT Bonds shall 
thereupon cease to be entitled to any lien, benefit or security under the Master PILOT Indenture, except as 
to moneys or securities held by the PILOT Bond Trustee or the PILOT Bonds Paying Agents as provided 
below.  At the time of such cessation, termination, discharge and satisfaction, (1) the PILOT Bond 
Trustee shall cancel and discharge the lien of the Master PILOT Indenture and deliver to the LDC all such 
instruments as may be appropriate to satisfy such liens and to evidence such discharge and satisfaction, 
and (2) the PILOT Bond Trustee and the PILOT Bonds Paying Agent shall pay over or deliver to the 
LDC or on its order all moneys or securities held by them pursuant to the Master PILOT Indenture which 
are not required (i) for the payment of principal or Redemption Price, if applicable, and interest on PILOT 
Bonds not theretofore surrendered for such payment or redemption, (ii) for the payment of all such other 
amounts due or to become due under the PILOT Indenture, or (iii) for the payments of any amounts the 
PILOT Bond Trustee has been directed to pay to the Federal government under the Tax Certificate or the 
Master PILOT Indenture. 

(b) Outstanding PILOT Bonds or any portion thereof shall, prior to the maturity or 
redemption date thereof, be deemed to have been paid within the meaning and with the effect expressed in 
paragraph (a) immediately above either (A) as provided in the Supplemental PILOT Indenture authorizing 
their issuance or (B) if (i) in case any of said PILOT Bonds are to be redeemed on any date prior to their 
maturity, the LDC shall have given to the PILOT Bond Trustee, in form satisfactory to it, irrevocable 
instructions to mail, as provided in the Master PILOT Indenture, notice of redemption on said date of 
such PILOT Bonds, (ii) there shall have been irrevocably deposited with the PILOT Bond Trustee or 
other PILOT Bonds Paying Agent either moneys in an amount which shall be sufficient, or Defeasance 
Securities the principal of and the interest on which when due will provide moneys which, together with 
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the moneys, if any, deposited with the PILOT Bond Trustee or such PILOT Bonds Paying Agent at the 
same time, shall be sufficient, without further investment or reinvestment of either the principal amount 
thereof or the interest earnings thereon, to pay when due the principal or Redemption Price, if applicable, 
and interest due and to become due on such PILOT Bonds on and prior to the redemption date or maturity 
date thereof, as the case may be, (iii) in the event such PILOT Bonds are not by their terms maturing or 
are not to be redeemed within the next succeeding sixty (60) days, the LDC shall have given the PILOT 
Bond Trustee, in form satisfactory to it, irrevocable instructions to mail, as soon as practicable, a notice to 
the holders of such PILOT Bonds that the deposit required by clause (ii) above has been made with the 
PILOT Bond Trustee and that said PILOT Bonds are deemed to have been paid in accordance with this 
summarized section, and stating such maturity or redemption date upon which moneys are to be available 
for the payment of the principal or Redemption Price, if applicable, on such PILOT Bonds, and (iv) in the 
case of PILOT Bonds subject to optional or mandatory tender for purchase prior to the maturity or earlier 
redemption date specified for its payment pursuant to this summarized section, the PILOT Bond Trustee 
or such PILOT Bonds Paying Agent shall have received written confirmation from each Rating Agency to 
the effect that the deposit and provisions for defeasance made pursuant to this summarized section will 
not, by themselves, result in the withdrawal, suspension or downgrade of any rating issued by such Rating 
Agency with respect to such PILOT Bonds.  Neither Defeasance Securities nor moneys deposited with the 
PILOT Bond Trustee or other PILOT Bonds Paying Agent pursuant to this summarized section nor 
principal or interest payments on any such Defeasance Securities shall be withdrawn or used for any 
purpose other than, and shall be held in trust for, the payment of the principal or Redemption Price, if 
applicable, and interest on said PILOT Bonds; provided, however, that any moneys on deposit with the 
PILOT Bond Trustee or such PILOT Bonds Paying Agent, (i) to the extent such moneys will not be 
required at any time for such purpose, shall be deposited in the Senior PILOT Bonds Principal Account in 
the Senior PILOT Bonds Bond Fund or, if paragraph (a) immediately above applies, paid over to the LDC 
as received by the PILOT Bond Trustee or such PILOT Bonds Paying Agent, free and clear of any trust, 
lien or pledge securing said PILOT Bonds or otherwise existing under the Master PILOT Indenture, and 
(ii) to the extent such moneys will be required for such purpose on another date, shall, to the extent 
practicable, be reinvested in Defeasance Securities maturing at times and in amounts sufficient, together 
with any moneys available to the PILOT Bond Trustee or PILOT Bonds Paying Agent for such purpose, 
to pay when due the principal or Redemption Price, if applicable, and interest to become due on said 
PILOT Bonds on and prior to the redemption date or maturity date thereof, as the case may be.  
Notwithstanding any other provision of the Master PILOT Indenture, the LDC may, at the time any 
PILOT Bonds are deemed to have been paid within the meaning and with the effect expressed in 
paragraph (a) immediately above, elect to retain the right to redeem or require the tender of any such 
PILOT Bonds; provided, however, that such PILOT Bonds shall at all times comply with the 
requirements of this summarized section for such PILOT Bonds to be deemed to have been paid as 
aforesaid. 

(c) Anything in the Master PILOT Indenture to the contrary notwithstanding, all instructions 
by the LDC, accepted by the PILOT Bond Trustee or any PILOT Bonds Paying Agent, given pursuant to 
this summarized section to mail notice of redemption of the PILOT Bonds of a Series (other than PILOT 
Bonds of such Series which have been purchased by the PILOT Bond Trustee at the direction of the LDC 
as therein provided prior to the mailing of such notice of redemption) shall be irrevocable and shall 
foreclose the exercise by the LDC of any other optional redemption right with respect to such PILOT 
Bonds, except that any such instructions may be revoked prior to any deposit pursuant to clause (B)(ii) of 
paragraph (a) of the summarized section entitled �Defeasance�. 

(d) For purposes of determining whether Variable Rate Bonds shall be deemed to have been 
paid prior to the maturity or redemption date thereof, as the case may be, by the deposit of moneys, or 
Defeasance Securities and moneys, if any, in accordance with the Master PILOT Indenture, the interest to 
come due on such Variable Rate Bonds on or prior to the maturity date or redemption date thereof, as the 
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case may be, shall be calculated at the Maximum Rate permitted by the terms thereof; provided, however, 
that if on any date, as a result of such Variable Rate Bonds having borne interest at less than such 
Maximum Rate for any period, the total amount of moneys and Defeasance Securities on deposit with the 
PILOT Bond Trustee for the payment of interest on such Variable Rate Bonds is in excess of the total 
amount which would have been required to be deposited with the PILOT Bond Trustee on such date in 
respect of such Variable Rate Bonds in order to satisfy (B)(ii) of clause (a) above, the PILOT Bond 
Trustee shall, if requested by the LDC, pay the amount of such excess to the LDC free and clear of any 
trust, pledge, lien, encumbrance or security interest created by the Master PILOT Indenture. 

(e) Anything in the Master PILOT Indenture to the contrary notwithstanding, any moneys 
held by a Fiduciary in trust for the payment and discharge of the principal or Redemption Price of or 
interest on any of the PILOT Bonds and amounts payable by the LDC under the Master PILOT Indenture 
and Parity Debt which remain unclaimed for two years after the date when such principal, Redemption 
Price, interest or amounts, respectively, have become due and payable, either at their stated maturity or 
due dates or by call for earlier redemption, if such moneys were held by the Fiduciary at such date, or for 
two years after the date of deposit of such moneys if deposited with the Fiduciary after the date when 
such principal, Redemption Price, interest or amounts, respectively, became due and payable, shall, at the 
written request of the LDC, be repaid by the Fiduciary to the LDC or such officer, board or body as then 
may be entitled by law to receive the same, as its absolute property and free from trust, and the Fiduciary 
shall thereupon be released and discharged with respect thereto and the holders of PILOT Bonds and the 
holders or issuers of or other parties to Parity Debt, as applicable, shall look only to the LDC or such 
officer, board or body for the payment of such principal, Redemption Price, interest or amounts, 
respectively. Before being required to make any such payment to the LDC, the Fiduciary shall, at the 
expense of the LDC, cause to be mailed to the holders, issuers or parties entitled to receive such moneys, 
at their last addresses, if any, appearing upon the registry books or other notice addresses on file with the 
Fiduciary or the LDC, a notice that said moneys remain unclaimed and that, after a date named in said 
notice, which date shall be not less than thirty (30) days after the date of the mailing, the balance of such 
moneys then unclaimed will be returned to the LDC or such officer, board or body.  The failure of any 
owner of PILOT Bonds, holders, issuers or parties to receive such notice shall not affect the application of 
moneys under this paragraph. 

AMENDMENTS OF MASTER PILOT INDENTURE 

Supplemental PILOT Indentures Without Bondholder Consent. 

(a) The LDC and the PILOT Bond Trustee may, from time to time and at any time, enter into 
Supplemental PILOT Indentures without consent of the PILOT Bondholders for any of the following 
purposes: 

(i) To cure any formal defect, omission or ambiguity in the Master PILOT Indenture 
or in any description of property subject to the lien of the Master PILOT Indenture, if such action 
is not materially adverse to the interests of the PILOT Bondholders; 

(ii) To grant to or confer upon the PILOT Bond Trustee for the benefit of the PILOT 
Bondholders any additional rights, remedies, powers, authority or security which may lawfully 
be granted or conferred and which are not contrary to or inconsistent with the Master PILOT 
Indenture as theretofore in effect; 

(iii) To add to the covenants and agreements of the LDC in the Master PILOT 
Indenture other covenants and agreements to be observed by the LDC which are not contrary to 
or inconsistent with the Master PILOT Indenture as theretofore in effect; 
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(iv) To add to the limitations and restrictions in the Master PILOT Indenture other 
limitations and restrictions to be observed by the LDC which are not contrary to or inconsistent 
with the Master PILOT Indenture as theretofore in effect; 

(v) To confirm, as further assurance, any pledge under, and the subjection to any lien 
or pledge created or to be created by, the Master PILOT Indenture of the PILOT Bonds Trust 
Estate or of any other moneys, securities or funds, or to subject to the lien or pledge of the 
Master PILOT Indenture additional revenues, properties or collateral; 

(vi) To modify or amend such provisions of the Master PILOT Indenture as shall, in 
the opinion of Nationally Recognized Bond Counsel, be necessary to assure that the interest on 
the PILOT Bonds not be includable in gross income for Federal income tax purposes; 

(vii) To modify, amend or supplement the Master PILOT Indenture or any 
Supplemental PILOT Indenture in such manner as to permit the qualification of the Master 
PILOT Indenture and thereof under the Trust Indenture Act of 1939 or any similar federal statute 
hereafter in effect or to permit the qualification of the PILOT Bonds for sale under the securities 
laws of the United States of America or of any of the states of the United States of America, and, 
if they so determine, to add to the Master PILOT Indenture or any Supplemental PILOT 
Indenture such other terms, conditions and provisions as may be permitted by said Trust 
Indenture Act of 1939 or similar federal statute; 

(viii) To surrender any right, power or privilege reserved to or conferred upon the LDC 
by the Master PILOT Indenture; 

(ix) To authorize Bonds of a Series and, in connection therewith, specify and 
determine the matters and things mentioned or referred to in the Master PILOT Indenture, and 
also any other matters and things relative to such PILOT Bonds which are not contrary to or 
inconsistent with the Master PILOT Indenture as theretofore in effect (including without 
limitation to provide in the Supplemental PILOT Indenture authorizing such PILOT Bonds that 
either all or certain specified references in the Master PILOT Indenture to principal or 
Redemption Price of such PILOT Bonds shall be deemed to include reference, on a parity basis, 
to the Purchase Price of such PILOT Bonds) and in the case of Variable Rate Bonds, set forth 
provisions specifying the manner in which interest on Variable Rate Bonds is to be calculated for 
the purposes of various definitions and provisions of the PILOT Indenture, provisions providing 
for changes in interest rates, interest rate periods or interest payment dates for any Variable Rate 
Bond of a Series, provisions regarding a PILOT Bondholder�s right or obligation to tender 
Variable Rate Bonds for redemption or purchase in lieu of redemption, and provisions governing 
the manner in which Variable Rate Bonds which the Holder thereof has the right to, or has 
exercised a right to, tender for redemption or purchase in lieu of redemption shall be treated for 
purposes of various definitions and provisions of the PILOT Indenture, or to amend, modify or 
rescind any such authorization, specification or determination at any time prior to the first 
delivery of such PILOT Bonds; 

(x) To set forth or determine any matters which the Master PILOT Indenture 
specifies may be set forth or determined by a Supplemental PILOT Indenture, except as provided 
by the summarized sections entitled �Supplemental PILOT Indentures with Bondholder Consent� 
and �Consent of PILOT Bondholders�; 
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(xi) To comply with regulations and procedures as are from time to time in effect 
relating to any book-entry-only system, whether within or without the United States, for the 
registration of beneficial ownership interests in PILOT Bonds; 

(xii) To evidence the assignment and transfer of rights, and the delegation of duties 
and obligations, of the LDC by operation of law to another entity, agency or instrumentality of 
the State that has indicated in writing its willingness to accept the rights of the LDC and to 
assume and discharge the duties and obligations of the LDC; 

(xiii) To modify any of the provisions of the Master PILOT Indenture in any other 
respect whatever with respect to any PILOT Bonds, provided that (i) (a) such modification 
relates only, and is to be effective prior to the issuance of, such PILOT Bonds, or (b) such 
modification relates only, and is to be effective only upon the remarketing of, such PILOT Bonds 
in connection with an optional or mandatory tender thereof for purchase by or on behalf of the 
LDC, and (ii) such modification is disclosed in an offering or reoffering document applicable to 
such issuance or remarketing;  

(xiv) To modify any of the provisions of the Master PILOT Indenture in any other 
respect whatever, provided that such modification shall be, and shall be expressed to be, effective 
only after all PILOT Bonds Outstanding and outstanding or unpaid Parity Debt at the date of the 
execution and delivery of such Supplemental PILOT Indenture shall cease to be Outstanding or 
owing, as the case may be; or 

(xv) To make any other modification or amendment of the Master PILOT Indenture 
which the PILOT Bond Trustee shall in its sole discretion determine will not have a material 
adverse effect on the PILOT Bondholders. 

(b) Before the LDC and the PILOT Bond Trustee shall enter into any Supplemental PILOT 
Indenture pursuant to this summarized section, there shall have been filed with the PILOT Bond Trustee 
an Opinion of Bond Counsel stating that such Supplemental PILOT Indenture is authorized or permitted 
by the Master PILOT Indenture and complies with its terms, and that upon execution it will be valid and 
binding upon the LDC in accordance with its terms. 

Supplemental PILOT Indentures With Bondholder Consent. 

Any modification or amendment of the Master PILOT Indenture and of the rights and obligations 
of the LDC and of the Holders, in any particular, may be made by a Supplemental PILOT Indenture, with 
the written consent given as provided in the summarized section entitled �Consent of PILOT 
Bondholders�, (i) of the holders of a majority in principal amount of each class by lien and priority of the 
PILOT Bonds Outstanding at the time such consent is given, and (ii) in case less than all of the PILOT 
Bonds then Outstanding are affected by the modification or amendment, of the holders of a majority in 
principal amount of each class by lien and priority of the PILOT Bonds so affected and Outstanding at the 
time such consent is given; provided, however, that if such modification or amendment will, by its terms, 
not take effect so long as particular PILOT Bonds remain Outstanding, the consent of the holders of such 
PILOT Bonds shall not be required and such PILOT Bonds shall not be deemed to be Outstanding for the 
purpose of any calculation of Outstanding PILOT Bonds under this summarized section.  No such 
modification or amendment shall (a) permit a change in the terms of redemption or maturity of the 
principal of any Outstanding PILOT Bond or of any installment of interest thereon or a reduction in the 
principal amount or the Redemption Price thereof or in the rate of interest thereon without the consent of 
the Holder of such PILOT Bond, (b) reduce the percentages or otherwise affect the classes of PILOT 
Bonds the consent of the PILOT Bondholders of which is required to waive an Event of Default or 
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otherwise effect any such modification or amendment, (c) create a preference or priority of any PILOT 
Bond or PILOT Bonds of the same class by lien and priority over any other PILOT Bond or PILOT 
Bonds of the same class by lien and priority, without the consent of the Holders of all such PILOT Bonds, 
(d) create a lien prior to or on parity with the lien of the Master PILOT Indenture, without the consent of 
the holders of all of the PILOT Bonds then Outstanding, except to the extent permitted by the Master 
PILOT Indenture, or (e) change or modify any of the rights or obligations of any Fiduciary without its 
written assent thereto. For the purposes of this summarized section, a PILOT Bond shall be deemed to be 
affected by a modification or amendment of the Master PILOT Indenture if the same materially and 
adversely affects the rights of the Holder of such PILOT Bond.  The PILOT Bond Trustee may in its 
discretion determine whether or not in accordance with the foregoing powers of amendment particular 
PILOT Bonds would be affected by any modification or amendment of the Master PILOT Indenture and 
any such determination shall be binding and conclusive on the LDC and all Holders of PILOT Bonds. 

For the purposes of the Master PILOT Indenture, the purchasers of the PILOT Bonds of a Series, 
whether purchasing as underwriters, for resale or otherwise, upon such purchase, may consent to a 
modification or amendment permitted by the Master PILOT Indenture, except that no proof of ownership 
shall be required, and with the same effect as a consent given by the holder of such PILOT Bonds; 
provided, however, that, if such consent is given by a purchaser who is purchasing as an underwriter or 
for resale, the nature of the modification or amendment and the provisions for the purchaser consenting 
thereto shall be described in the official statement, prospectus, offering memorandum or other offering 
document prepared in connection with the primary offering of the PILOT Bonds of such Series. 

Consent of PILOT Bondholders. 

A Supplemental PILOT Indenture making a modification or amendment permitted by the 
provisions of the summarized section entitled �Supplemental PILOT Indentures With Bondholder 
Consent� may at any time be executed by the LDC and the PILOT Bond Trustee, to take effect when and 
as provided in this summarized section.  A copy of such Supplemental PILOT Indenture (or brief 
summary thereof or reference thereto in form approved by the PILOT Bond Trustee) together with a 
request to the PILOT Bondholders for their consent thereto in form satisfactory to the PILOT Bond 
Trustee, shall be mailed by the LDC to the PILOT Bondholders (but failure to mail such copy and request 
shall not affect the validity of the Supplemental PILOT Indenture when consented to as in this 
summarized section provided).  Such Supplemental PILOT Indenture shall not be effective unless and 
until (a) there shall have been filed with the PILOT Bond Trustee (i) the written consents of holders of the 
percentages of Outstanding PILOT Bonds specified in the summarized section entitled �Supplemental 
PILOT Indentures With Bondholder Consent� and (ii) an Opinion of Bond Counsel stating that such 
Supplemental PILOT Indenture has been duly and lawfully executed and delivered by the LDC and filed 
by the LDC in accordance with the provisions of the Master PILOT Indenture, is authorized or permitted 
by the Master PILOT Indenture, and is valid and binding upon the LDC and enforceable in accordance 
with its terms.  Any such consent, including without limitation any consent provided by the initial 
purchaser of a PILOT Bond from the LDC, shall be binding upon the Holder of the PILOT Bonds giving 
such consent and, anything in the summarized section entitled �Supplemental PILOT Indentures Without 
Bondholder Consent� to the contrary notwithstanding, upon any subsequent owner of such PILOT Bonds 
and of any PILOT Bonds issued in exchange therefor (whether or not such subsequent owner has notice 
thereof).  At any time after the holders of the required percentages of PILOT Bonds shall have filed their 
consents to the Supplemental PILOT Indenture, the PILOT Bond Trustee shall make and file with the 
LDC, and retain on file, a written statement that the holders of such required percentages of PILOT Bonds 
have filed such consents.  Such written statement shall be conclusive that such consents have been so 
filed.  At any time thereafter, notice, stating in substance that the Supplemental PILOT Indenture (which 
may be referred to as a Supplemental PILOT Indenture executed by the parties to the Master PILOT 
Indenture as of a stated date, a copy of which is on file with the PILOT Bond Trustee) has been consented 
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to by the holders of the required percentages of PILOT Bonds and will be effective as provided in this 
summarized section, shall be given to PILOT Bondholders by the PILOT Bond Trustee by mailing such 
notice to PILOT Bondholders (but failure to mail such notice shall not prevent such Supplemental PILOT 
Indenture from becoming effective and binding as in this summarized section provided).  The PILOT 
Bond Trustee shall retain on file proof of the mailing of such notice.  A record, consisting of the papers 
required or permitted by this summarized section to be filed with the PILOT Bond Trustee, shall be proof 
of the matters therein stated.  Such Supplemental PILOT Indenture making such amendment or 
modification shall be deemed conclusively binding upon the LDC, the Fiduciaries and the all PILOT 
Bondholders at the expiration of forty (40) days after the mailing of such last-mentioned notice, except in 
the event of a final decree of a court of competent jurisdiction setting aside such Supplemental PILOT 
Indenture in a legal action or equitable proceeding for such purpose commenced within such forty day 
period; provided, however, that any Fiduciary and the LDC during such forty day period and any such 
further period during which any such action or proceeding may be pending shall be entitled in their 
absolute discretion to take such action, or to refrain from taking such action, with respect to such 
Supplemental PILOT Indenture as they may deem expedient. 

Modification by Unanimous Consent. 

The terms and provisions of the Master PILOT Indenture and the rights and obligations of the 
LDC and of the PILOT Bondholders may be modified or amended in any respect upon the execution by 
the LDC and the PILOT Bond Trustee of a Supplemental PILOT Indenture, the filing of a fully executed 
copy with the PILOT Bond Trustee and the consent of all of the PILOT Bondholders then Outstanding, 
such consent to be given as provided in the summarized section entitled �Consent of PILOT 
Bondholders�; provided, however, that no such modification or amendment shall change or modify any of 
the rights or obligations of any Fiduciary without the filing with the PILOT Bond Trustee of the written 
assent thereto of such Fiduciary in addition to the consent of the PILOT Bondholders. 

Exclusion of PILOT Bonds. 

PILOT Bonds owned or held by or for the account of the LDC shall not be deemed Outstanding 
for the purpose of consent or other action or any calculation of Outstanding PILOT Bonds provided for in 
the Master PILOT Indenture, and the LDC shall not be entitled with respect to such PILOT Bonds to give 
any consent or take any other action provided for in the Master PILOT Indenture.  At the time of any 
consent or other action taken under the Master PILOT Indenture, the LDC shall furnish the PILOT Bond 
Trustee a certificate of an Authorized Representative, upon which the PILOT Bond Trustee may rely, 
describing all PILOT Bonds so to be excluded. 

Notation on Bonds. 

PILOT Bonds delivered after the effective date of any action taken as in the Master PILOT 
Indenture may, and, if the PILOT Bond Trustee so determines, shall, bear a notation by endorsement or 
otherwise in form approved by the LDC and the PILOT Bond Trustee as to such action, and in that case 
upon demand of the Holder of any PILOT Bond Outstanding at such effective date and presentation of his 
PILOT Bond for the purpose at the office of the PILOT Bond Trustee designated for such purpose, 
suitable notation shall be made on such PILOT Bond by the PILOT Bond Trustee as to any such action.  
If the LDC or the PILOT Bond Trustee shall so determine, new PILOT Bonds so modified as in the 
opinion of the PILOT Bond Trustee and the LDC to conform to such action shall be prepared and 
delivered, and upon demand of the Holder of any PILOT Bond then Outstanding shall be exchanged, 
without cost to such PILOT Bondholders for PILOT Bonds of the same Series, maturity and interest rate 
then Outstanding, upon surrender of such PILOT Bonds. 
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AMENDMENTS OF PILOT BOND DOCUMENTS 

Amendments of PILOT Documents Not Requiring Consent of Bondholders. 

The LDC and the PILOT Bond Trustee may, without the consent of or notice to the PILOT 
Bondholders, consent to any amendment, change or modification of any of the PILOT Documents which 
may be required by the provisions of the Master PILOT Indenture or the PILOT Documents, for the 
purpose of curing any ambiguity or formal defect or omission therein or which, in the judgment of the 
PILOT Bond Trustee will not have a materially adverse effect to the prejudice of the PILOT Bond 
Trustee or the PILOT Bondholders.  The PILOT Bond Trustee shall have no liability to the PILOT 
Bondholders or any other person for any action taken by it in good faith pursuant to this summarized 
section. 

Amendments of PILOT Documents Requiring Consent of Bondholders. 

Except as provided in the Master PILOT Indenture, the LDC and the PILOT Bond Trustee shall 
not consent to any amendment, change or modification of any of the PILOT Documents, without mailing 
of notice and the written approval or consent of the PILOT Bondholders given and procured as in the 
summarized section entitled �Supplemental PILOT Indentures With Bondholder Consent�.  If at any time 
the LDC shall request the consent of the PILOT Bond Trustee to any such proposed amendment, change 
or modification, the PILOT Bond Trustee shall cause notice of such proposed amendment, change or 
modification to be mailed in the same manner as is provided in the Master PILOT Indenture with respect 
to Supplemental PILOT Indentures.  Such notice shall briefly set forth the nature of such proposed 
amendment, change or modification and shall state that copies of the instrument embodying the same are 
on file at the principal office of the PILOT Bond Trustee for inspection by all PILOT Bondholders and 
each Qualified Swap Provider. 
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APPENDIX M 

SUMMARY OF THE PILOT AGREEMENT 

The following is a brief summary of certain provisions of the PILOT Agreement.  This summary 
does not purport to be comprehensive or complete, and reference is made to the PILOT Agreement for 
full and complete statements of such and all provisions.  All capitalized terms used herein and not 
otherwise defined herein shall have the meanings assigned thereto in APPENDIX C  - �CERTAIN 
DEFINITIONS.� 

PILOTs 

(a) Notwithstanding any other provision of the PILOT Agreement, the Company has agreed 
to make, without diminution, deduction or set-off whatsoever, and without prior notice or demand, 
payments to the Corporation in lieu of all real property taxes (other than assessments for local 
improvements, which the Company shall also pay) which would be levied upon or with respect to the 
Facility if the Facility were not exempt by virtue of the Corporation�s interest therein (the �PILOTs�).  
The amounts of such PILOTs, frequency of payment and method for calculation thereof are as set forth in 
the PILOT Agreement. 

(b) The Company has agreed to pay, as PILOTs, the amounts set forth in the PILOT 
Agreement; provided, however, that in no event shall the Company be required to make PILOTs in any 
PILOT Tax Year in an amount greater than the real estate taxes and assessments for such PILOT Tax 
Year which would have been levied upon or with respect to the Facility if the Facility were not exempt by 
virtue of the Corporation�s interest therein (the �Actual Taxes�).  The Corporation shall compute or cause 
the Actual Taxes to be computed (without regard to any discretionary reduction thereof or exemption 
therefrom for which the Facility might otherwise be eligible under any law or regulation other than the 
UDC Act) not more than sixty (60) days prior to, and not later than the first Business Day of each PILOT 
Tax Year, as follows: the Corporation or its designee shall multiply (x) the applicable assessment of the 
Facility, as most recently determined by the City, by (y) the tax rate then applicable to Class Four 
Property, or any successor property classification established by the City that would otherwise be 
applicable to the Facility, for purposes of levying real property taxes on the Facility, if the Facility were 
subject to real property taxation.  Such computation of the Actual Taxes shall be conclusive, absent 
manifest error, and written notice of the amount of the Actual Taxes shall be provided by the Corporation 
to the Company not fewer than thirty (30) days prior to the date any PILOT is required to be made 
hereunder; provided, however, that any failure by the Corporation to provide such notice shall not alter, 
reduce or diminish the obligation of the Company to make such PILOT when due. 

(c) The obligation of the Company under the PILOT Agreement to make PILOTs to the 
Corporation in any PILOT Tax Year during the Initial Term shall be secured by a PILOT Mortgage 
granted by the Company to the Corporation encumbering the Company�s interest in and to the Facility 
with respect to which such PILOTs are to be made.  Each such PILOT Mortgage shall be (a) subject and 
subordinate to any PILOT Mortgage securing the obligation of the Company to make corresponding 
PILOTs under the PILOT Agreement during any succeeding PILOT Tax Year, and (b) paramount in lien 
to any PILOT Mortgage securing the obligation of the Company to make corresponding PILOTs under 
the PILOT Agreement during any preceding PILOT Tax Year. 

(d) During the term of the PILOT Assignment, the Corporation agreed to pay or cause to 
paid to the PILOT Trustee, in accordance with the PILOT Assignment, the PILOTs received under the 
PILOT Agreement.  Subsequent to the termination of the PILOT Assignment, the Corporation has agreed 
to pay or cause to be paid to the City, or as the City may otherwise provide by assignment or the other 
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agreement, the PILOTs received hereunder.  Absent the PILOT Assignment or any other assignment or 
agreement, the Corporation agrees to pay or cause to be paid directly to the City by wire transfer or at 
such address as the City may designate from time to time.  

Tax-Exempt Status of the Facility; Other Payments 

(a) Effective Dates.  As a result of the Corporation�s undertaking the Project, pursuant to 
Section 6272 of the UDC Act, the parties hereto understand that for so long as the Corporation shall own 
the Facility, including without limitation the Land and shall have filed any necessary application or other 
notice or instrument for exemption with the City Assessor, which application, notice or other instrument, 
the Corporation agrees to file promptly after the acquisition of the Land, the Facility shall be assessed as 
exempt upon the assessment rolls of the City in accordance with Section 6272 of the UDC Act.  The 
�Effective Date� of the PILOT Agreement with respect to the Facility shall be the first taxable status date 
following the acquisition of the Land by the Corporation and the filing by the Corporation of any such 
application, notice or other instrument, if any. 

(b) Special Assessments.  The parties to the PILOT Agreement understand that the tax 
exemption extended to the Corporation by Section 6272 of the UDC Act does not entitle the Corporation 
to exemption from special local assessments and special local ad valorem levies.  The Company will be 
required to pay, and hereby agrees to pay in full and on a timely basis, all special local assessments and 
special local ad valorem levies lawfully levied and/or assessed against the Facility. 

Obligations of the Corporation. 

 The Corporation shall submit, or cause to be submitted, to the Company annual statements 
specifying the amount and due date or dates of any payments due under the PILOT Agreement. Each 
annual statement shall be submitted to the Company at the same time that tax bills are mailed by the City 
to the owners of privately owned property. The Corporation shall provide, or shall cause to be provided, 
copies of all such statements to the City as well as records of the Company�s payments. 

Requirement that Mortgagees Subordinate to PILOTs 

The Corporation, the LDC and the Company agree that any mortgages other than PILOT 
Mortgages (the �Other Mortgages�) on any part of the Facility granted by any of them shall provide that 
the rights of the mortgagees thereunder shall be subordinate to the right of the Corporation to receive 
PILOTs pursuant to the PILOT Agreement and to the exercise by the Corporation or its assignee of its 
rights and remedies under the PILOT Mortgages, to the extent that the rights of the mortgagees under 
such Other Mortgages would have been subordinate to the right of the City to receive real estate taxes and 
assessments. 

Interest 

During the PILOT Term, if the Company shall have failed to make any PILOT required by the 
PILOT Agreement when due, its obligation to make the PILOT so in default shall continue as an 
obligation of the Company until such payment in default shall have been made in full, and the Company 
shall pay the same together with interest thereon, to the extent permitted by law, at the rate otherwise 
applicable to late payments of real estate taxes, as such rate is determined from time to time by resolution 
of the City Council. 
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Successors 

(a) In connection with any Assignment, Transfer or other Equity Interest Disposition (each 
as defined in the Arena Lease), the provisions of Article XV of the Arena Lease shall be deemed to be 
incorporated into the PILOT Agreement.  

(b) The right, title and interest of the Company under the PILOT Agreement may be assigned 
in whole or in part to a purchaser of some or all of the Company�s interest in the Facility in a federal 
bankruptcy proceeding with respect to the Company, provided that (i) all existing defaults under the 
PILOT Agreement with respect to the purchased assets are cured, (ii) each of the Corporation and the City 
is compensated for any damages such defaults may have occasioned, (iii) the assignor and assignee 
otherwise comply with the applicable provisions of the Bankruptcy Code, or such other federal 
bankruptcy law as is then in effect, with respect to such assignment, and (iv) such assignee provides each 
of the Corporation and the City with written confirmation that (x) such assignee assumes and agrees to be 
bound by the assignor�s obligations under the PILOT Agreement, and (y) the interest in the Facility 
purchased by the assignee will be subject to the applicable PILOT Mortgages. 

Nature of Obligations 

The obligations of the Corporation and the LDC under the PILOT Agreement and the PILOT 
Mortgages shall be absolute, unconditional and irrevocable, provided that nothing contained in this 
summarized section shall be construed to constitute a waiver by the Corporation and the LDC of any of its 
rights under the PILOT Agreement arising from the occurrence and continuance of an Event of Default by 
the Company under the PILOT Agreement.  The obligations of the Company under the PILOT 
Agreement shall be absolute, unconditional and irrevocable.  The obligations of the Company under the 
PILOT Agreement, including without limitation the obligations of the Company under the PILOT 
Agreement and summarized above under the caption �PILOTs,� shall not be diminished, limited or 
reduced, or increased, in any way by provision of the LDC Act or the UDC Act. 

No Recourse; Limited Obligation of the Corporation and LDC 

(a) No Recourse.  All covenants, stipulations, promises, agreements and obligations of any 
party to the PILOT Agreement shall be deemed to be the covenants, stipulations, promises, agreements 
and obligations of such party and any general partner or other person legally obligated to perform the 
obligations of such party and not of any member, shareholder, limited partner, officer, agent, servant or 
employee of such party in his, her or its individual capacity, and no recourse under or upon any 
obligation, covenant or agreement contained in the PILOT Agreement, or otherwise based on or in respect 
of the PILOT Agreement, or for any claim based thereon or otherwise in respect thereof, shall be had 
against any past, present or future member, shareholder, limited partner, officer, agent, servant or 
employee, as such, of such party or any successor thereto or any person executing the PILOT Agreement 
on behalf of such party.  Any and all such liability of, and any and all such rights and claims against, any 
such person or entity under or by reason of the obligations, covenants or agreements contained in the 
PILOT Agreement or implied therefrom are, to the extent permitted by law, expressly waived and 
released as a condition of, and as a consideration for, the execution of the PILOT Agreement. 

(b) Limited Obligation.  The obligations and agreements of the Corporation and the LDC 
contained in the PILOT Agreement shall not constitute or give rise to an obligation of the State or the 
City, and neither of the State nor the City shall be liable thereon.  Furthermore, such obligations and 
agreements shall not constitute or give rise to a general obligation of the Corporation or the LDC, but 
rather shall constitute limited obligations of the Corporation or the LDC, as applicable, payable solely 
from certain revenues of the Corporation relating to the Facility. 
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(c) Further Limitation.  Notwithstanding any provision of the PILOT Agreement to the 
contrary, neither the City, the Corporation nor the LDC shall be obligated to take any action pursuant to 
any provision of the PILOT Agreement unless (i) the City, the Corporation or the LDC, as the case may 
be, shall have been requested to do so in writing by the Company, and (ii) if compliance with such request 
is reasonably expected to result in the incurrence by the City, the Corporation, the LDC, as the case may 
be (or any of their members, officers, agents, servants or employees) of any liability, fees, expenses or 
other costs, the City, the Corporation, or the LDC, as the case may be, shall have received from the 
Company security or indemnity satisfactory to the City, the Corporation or the LDC, as the case may be, 
for protection against all such liability, however remote, and for the reimbursement of all such fees, 
expenses and other costs. 

Status of Company; Appeal of Assessment. 

(a) Appeal of Assessment. As long as the PILOT Agreement is in effect, the Corporation, the 
LDC and the Company agree that the Company shall be deemed to be the owner of the Facility solely for 
purposes of instituting, and shall have the right to institute, judicial review of an assessment of the real 
estate with respect to the Facility pursuant to the provisions of Article 7 of the Real Property Tax Law or 
any other applicable law, as the same may be amended from time to time.  The Company agrees that it 
will notify the Corporation, the LDC and the City if the Company shall have requested a reassessment of 
the Facility or a reduction in the Actual Taxes on the Facility or shall have instituted any tax certiorari 
proceedings with respect to the Facility as described in this summarized section.  The Company shall 
deliver copies to the Corporation, the LDC and the City of all notices, correspondence, claims, actions 
and/or proceedings brought by or against the Company in connection with any reassessment of the 
Facility, any reduction of taxes with respect to the Facility, or any tax certiorari proceedings with respect 
to the Facility. 

(b) Limitation of Appeals. So long as the PILOT Assignment is effective, in the event that the 
assessment of the real estate with respect to the Facility is reduced as a result of any such judicial review, 
the Company shall not be entitled to receive a refund or refunds of any PILOTs already paid by it under 
the PILOT Agreement, except as otherwise provided in this summarized section, or a credit against or a 
reduction of the PILOTs to be paid by the Company under the PILOT Agreement, except as required 
pursuant to limitations described in the PILOT Agreement and described in paragraph (b) of the above 
under the caption �PILOTs�.  Except as provided in this summarized section, in no event shall the 
Corporation or the LDC be required to remit to the Company any moneys otherwise due as a result of a 
reduction in the assessment of the Facility (or any part thereof) due to a certiorari review.   

Term 

The PILOT Agreement shall become effective with respect to the Facility as of the Effective Date 
and shall remain in effect for the Initial Term.  In the event that the Arena Lease is renewed for one or 
more Extended Terms (as defined in the Arena Lease) pursuant to the exercise by the Company of an 
extension option thereunder, the PILOT Agreement shall remain in effect for each such Extended Term 
(the Initial Term, together with one or more Extended Terms, if any, being referred to hereafter as the 
�PILOT Term�).  In the event that the Arena Lease is terminated prior to the expiration of the PILOT 
Term, the Company shall be released from its prospective obligations under the PILOT Agreement (other 
than its obligations under the section of the PILOT Agreement entitled �Liability� with respect to matters 
arising or events occurring prior to such termination of the Arena Lease, which obligations shall survive) 
as of the date of such termination of the Arena Lease. 
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APPENDIX N 

SUMMARY OF THE PILOT ASSIGNMENT 
  

The following is a brief summary of certain provisions of the PILOT Assignment.  This summary 
does not purport to be comprehensive or complete, and reference is made to the PILOT Assignment for 
full and complete statements of such and all provisions.  All capitalized terms used herein and not 
otherwise defined herein shall have the meanings assigned thereto in APPENDIX C -�CERTAIN 
DEFINITIONS.� 

Assignment and Agreement 

(a) The City, as the municipality to which real property taxes, but for the Corporation, would 
be owed expressly agrees to forego receipt of the PILOTs it would have otherwise been entitled to, but 
only to the extent set forth in the PILOT Assignment. 

(b) The Corporation pledges, assigns, transfers and sets over to the PILOT Trustee for the 
purposes described in the PILOT Assignment all the Corporation�s right to and interest in all PILOTs due 
or to become due under the PILOT Agreement and any and all other rights and remedies of the 
Corporation under or arising out of the PILOT Agreement, as amended from time to time, except for the 
Unassigned PILOT Rights. 

(c) The PILOT Trustee shall have no obligation, duty or liability under the PILOT 
Agreement, nor shall the PILOT Trustee be required or obligated in any manner to fulfill or perform any 
obligation, covenant, term or condition of the Corporation thereunder. 

(d) The Corporation irrevocably constitutes and appoints the PILOT Trustee its true and 
lawful attorney, with power of substitution for the Corporation and in the name of the Corporation or in 
the name of the PILOT Trustee or otherwise, for the use and benefit of the PILOT Trustee on behalf of 
the PILOT Bond Trustee, any beneficiary of any Reimbursement Obligations in connection with the 
PILOT Bonds (each, a �Reimbursed Party�), the City, and the Corporation, as their respective interests 
may appear in the PILOT Assignment, to ask, demand, require, receive, collect and compound all claims 
for any and all moneys due or to become due under or arising out of the PILOT Agreement (except for 
Unassigned PILOT Rights) and to endorse any checks and other instruments or orders in connection 
therewith, and, if any default or Event of Default under the PILOT Agreement shall occur, (i) to exercise 
and enforce any and all claims, rights, powers and remedies of the Corporation under or arising out of the 
PILOT Agreement (except Unassigned PILOT Rights); and (ii) to file, commence and prosecute any 
suits, actions and proceedings at law or in equity in any court of competent jurisdiction to collect any such 
sums assigned to the PILOT Trustee under the PILOT Assignment and to enforce any rights in respect 
thereof and all other claims, rights, powers and remedies of the Corporation under or arising out of the 
PILOT Agreement (except for Unassigned PILOT Rights). 

(e) All moneys due and to become due to the PILOT Trustee under or pursuant to the PILOT 
Agreement and the PILOT Assignment shall be paid directly to the PILOT Trustee by wire transfer or at 
such address as the PILOT Trustee may designate. 

(f) The City, as the affected tax jurisdiction, acknowledges and agrees to the allocation set 
forth in the PILOT Assignment of the PILOTs to be paid by the Company under the PILOT Agreement, 
and the City acknowledges, covenants and agrees, for the benefit of the holders of the PILOT Bonds and 
any Reimbursement Obligations, that the City, during the term of the PILOT Assignment, will not impair 
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or contest in any way the rights vested in the Corporation under the Act to undertake the Project, to 
establish and collect the PILOTs under the PILOT Agreement or to fulfill the terms of the PILOT 
Assignment and the other documents and agreements entered into in connection with the PILOT 
Assignment on behalf of the holders of the PILOT Bonds, nor will the City in any way impair the rights 
and remedies of the PILOT Trustee, the holders of the PILOT Bonds or the PILOT Bond Trustee until 
PILOT Bonds and any Reimbursement Obligations, together with interest thereon, with interest on any 
unpaid installments of interest and all costs and expenses in connection with any action or proceeding by 
or on behalf of the holders of such PILOT Bonds, and if applicable, the Reimbursement Obligations are 
each fully met and discharged. 

PILOT Fund 

(a) The PILOT Trustee shall establish and maintain the PILOT Fund, into which the PILOT 
Trustee shall deposit all payments made to it pursuant to the PILOT Agreement and the PILOT 
Assignment and any other amounts required or permitted to be deposited therein pursuant to the 
provisions of the PILOT Assignment. 

(b) Such PILOT Fund, and all right, title and interest in and to all cash, property or rights 
transferred to or deposited in such PILOT Fund from time to time, all earnings, investments and securities 
held in such PILOT Fund in accordance with the PILOT Assignment and any and all proceeds of the 
foregoing, are conveyed, transferred, pledged and assigned to, and a security interest therein is granted to, 
and the PILOT Trustee shall hold and dispose of such PILOT Fund and the earnings thereon for the 
benefit of, the PILOT Bond Trustee, any Reimbursed Party, the City, the Corporation the LDC and the 
Company, as their interests appear, as described in the PILOT Assignment. 

Additional Funds 

(a) The PILOT Trustee shall establish and maintain the following additional funds: 

(i) The Brooklyn Arena Local Development Corporation � Barclays Center Project 
Debt Service and Reimbursement Fund (the �Debt Service and Reimbursement 
Fund�), which Debt Service and Reimbursement Fund shall be held for the 
benefit of, and pledged to, the PILOT Bond Trustee and any Reimbursed Party, 
as described in the PILOT Assignment; and 

(ii) The Brooklyn Arena Local Development Corporation � Barclays Center Project 
Operation and Maintenance Fund (the �O&M Fund�), which O&M Fund shall be 
held for the benefit of the Corporation, the LDC and the Company, as their 
interests appear under the Ground Lease and the Arena Lease, and shall, subject 
to the summarized section entitled �Company Right to Refund,� be pledged to 
the Corporation; and 

(b) The PILOT Trustee is authorized to establish and maintain for so long as necessary other 
funds and accounts under the PILOT Assignment, including accounts and subaccounts within the funds 
and accounts established by the PILOT Assignment; provided, however, that no such action shall 
adversely affect the priority of the liens established in the PILOT Assignment for the benefit of the 
PILOT Bond Trustee, any Reimbursed Party, the City or the Corporation. 
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Receipt and Deposit of PILOTs 

(a) While either the PILOT Bonds or any Reimbursement Obligations are outstanding, 
immediately upon their receipt by the PILOT Trustee, the proceeds of any PILOTs (the �PILOT 
Receipts�) required by the PILOT Agreement shall be deposited to the PILOT Fund. 

(b) PILOT Receipts deposited to the PILOT Fund while PILOT Bonds are Outstanding shall 
be transferred for the following purposes in the order of priority in which listed (including curing any 
deficiencies in prior deposits, transfers or payments), the requirements of each Fund, deposit, transfer or 
payment to be fully satisfied, leaving no deficiencies, prior to any deposit, transfer or payment later in 
priority, except as otherwise specifically provided below: 

(i) FIRST, to the Debt Service and Reimbursement Fund, immediately upon receipt 
by the PILOT Trustee from the PILOT Bond Trustee of a certificate (the �PILOT 
Certificate�) setting forth the Bond Payment Requirement for the Payment Period 
that begins during the current PILOT Period, and in any event no later than each 
January 5 and July 5: a portion of the deposited PILOT Receipts equal to the 
Bond Payment Requirement set forth in such PILOT Certificate; provided, 
however, that if for any Payment Period no PILOT Certificate is received by the 
PILOT Trustee from the PILOT Bond Trustee by January 5 or July 5, as 
applicable, the PILOT Trustee shall transfer to the Debt Service and 
Reimbursement Fund on each such date an amount equal to 90.91% of the 
PILOTs due for such PILOT Period (�Minimum PILOT Bond Transfer�); and 

(ii) SECOND, to the O&M Fund, immediately after the transfer described in clause 
(i) immediately above, but only to the extent that all deposits, transfers or 
payments required by said clause have been made and all requirements with 
respect thereto have been fully and completely satisfied (including the curing of 
any deficiencies in prior deposits, transfers or payments): all moneys remaining 
in the PILOT Fund after the transfer described in Section (b)(i) above; provided, 
however, no transfer to the O&M Fund shall be made pursuant to this paragraph 
to the extent such transfer would reduce the amount on deposit in the PILOT 
Fund below an amount equal to ten percent (10%) of the aggregate PILOTs for 
the then current PILOT Year. 

(c) If no PILOT Bonds are Outstanding but the LDC is subject to one or more 
Reimbursement Obligations in connection with the PILOT Bonds, PILOT Receipts deposited to the 
PILOT Fund shall be transferred for the following purposes in the order of priority in which listed 
(including curing any deficiencies in prior deposits, transfers or payments), the requirements of each 
Fund, deposit, transfer or payment to be fully satisfied, leaving no deficiencies, prior to any deposit, 
transfer or payment later in priority, except as otherwise specifically provided below: 

(i) FIRST, to the Debt Service and Reimbursement Fund, immediately upon their 
deposit to the PILOT Fund: a portion of the deposited PILOT Receipts sufficient 
to provide for the Reimbursement Payments on the Reimbursement Dates 
required by the PILOT Assignment and described in paragraph (a) below under 
the caption �Allocation of PILOT Receipts�PILOT Bonds No Longer 
Outstanding,� to the extent that such Reimbursement Dates precede the date of 
the next subsequent PILOT required pursuant to the PILOT Agreement; and 
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(ii) SECOND, to the O&M Fund, immediately after the transfer described in clause 
(i) immediately above, but only to the extent that all deposits, transfers or 
payments required by said clause (i) have been made and all requirements with 
respect thereto have been fully and completely satisfied (including the curing of 
any deficiencies in prior deposits, transfers or payments): all moneys remaining 
in the PILOT Fund after the transfer described in said clause (i). 

Administration of Funds 

In the event that there are insufficient moneys on deposit in any fund set forth above to provide 
when due for the applicable payment, deposit or transfer required by the PILOT Assignment, the PILOT 
Trustee shall immediately transfer, from one or more funds lower in priority, moneys sufficient to provide 
for such required payment, deposit or transfer.  Such transfers shall be made in reverse priority order, 
from all other funds lower in priority than the fund in which such deficiency exists, until such deficiency 
shall have been satisfied. 

Any payment, deposit or transfer required to be made by the PILOT Assignment from any fund 
set forth above shall be made pari passu with any other payments, deposits or transfers required to be 
made by the PILOT Assignment from such fund. 

Investment and Valuation of Funds 

(a) Moneys maintained by the PILOT Trustee in the funds and accounts established under 
the PILOT Assignment may be invested only in Authorized Investments, as directed by an Authorized 
Representative of the Corporation or its designee.  The PILOT Trustee shall use reasonable efforts to 
make such investments in such amounts and at such times as may be necessary to provide moneys when 
needed to make payments or transfers from the applicable fund or account.  Net income or gain received 
and collected from such investments shall be credited and losses charged to the applicable fund or 
account. 

(b) At least ten (10) days prior to the first Business Day of each month, the PILOT Trustee 
shall notify the LDC, the Corporation and the Company of the amount of such net investment income or 
gain received and collected subsequent to the first Business Day of the then-current month and the 
amounts then available in the various funds established under the PILOT Assignment. 

(c) Upon the written direction of an Authorized Representative of the Corporation or its 
designee, the PILOT Trustee shall sell at the best price reasonably obtainable by it, or present for 
redemption or exchange, any obligations in which moneys shall have been invested to the extent 
necessary to provide cash in the respective funds and accounts established under the PILOT Assignment 
required to make any payments to be made therefrom or to facilitate transfers of moneys or securities 
between various funds or accounts.  The PILOT Trustee shall not be liable for any losses incurred as a 
result of actions taken in good faith in accordance with this paragraph or any losses incurred as a result of 
any actions taken in the absence of instructions required by the PILOT Assignment and described in this 
paragraph.  As soon as practicable, but in no event more than three (3) Business Days after any such sale, 
redemption or exchange, the PILOT Trustee shall give notice thereof to the LDC, the Corporation and the 
Company. 

(d) The PILOT Trustee shall not be liable for any loss arising from, or any depreciation in 
the value of, any Authorized Investments in which moneys under the PILOT Assignment shall be 
invested.  The investments authorized by this summarized section shall at all times be subject to the 
provisions of applicable law, as amended from time to time. 
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(e) Authorized Investments held in any funds or accounts under the PILOT Assignment shall 
be valued at the lesser of cost or market price, inclusive of accrued interest. 

Allocation of PILOT Receipts�PILOT Bonds Outstanding 

(a) Subject to the PILOT Assignment and as summarized in paragraph (b) immediately 
below, PILOT Receipts held by the PILOT Trustee while PILOT Bonds are Outstanding shall be applied 
for the following purposes in the priority in which listed (including curing any deficiencies in prior 
deposits, transfers or payments), the requirements of each deposit, transfer or payment to be fully 
satisfied, leaving no deficiencies, prior to any deposit, transfer or payment later in priority, except as 
otherwise specifically provided below: 

(i) FIRST, from the Debt Service and Reimbursement Fund, on each date on which 
an amount of PILOT Receipts is deposited to such Debt Service and 
Reimbursement Fund, the PILOT Trustee shall immediately transfer such amount 
of PILOT Receipts to the PILOT Bond Trustee, in any event in an aggregate 
amount such that upon the final transfer of such PILOT Receipts to the PILOT 
Bond Trustee during any PILOT Period, the amount so transferred to the PILOT 
Bond Trustee during such PILOT Period is equal to the Bond Payment 
Requirement for the Payment Period that begins during such PILOT Period; and 

(ii) SECOND, on each January 6 and July 6, or on the first Business Day thereafter 
in the event that either such date is not a Business Day, but only to the extent that 
all deposits, transfers or payments required in paragraph (i) above have been 
made and all requirements with respect thereto have been fully and completely 
satisfied (including the curing of any deficiencies in any prior deposits, transfers 
or payments) and subject to the section entitled �Administration of Funds,� from 
the O&M Fund, the PILOT Trustee shall transfer to the Corporation the amount 
on deposit in the O&M Fund, such amount to be transferred by the Corporation 
to the LDC in accordance with the Ground Lease, and then by the LDC to the 
Company in accordance with the Arena Lease, to be applied by the Company in 
accordance with the Arena Lease; provided that, by its acceptance of any amount 
so transferred, the Company shall be deemed to covenant (A) to expend such 
moneys on Landlord O&M Costs and/or Landlord Allowances (as defined in the 
Arena Lease) in accordance with the Arena Lease; (B) to keep such moneys in a 
segregated account, not commingled with any moneys of the Company, until 
they are so expended; (C) to maintain reasonably sufficient records of the 
expenditure of such moneys so as to be able to demonstrate that such expenditure 
complies with clause (A), above; and (D) to provide a certification to the PILOT 
Trustee, the LDC and the Corporation, if and when requested, but in no event 
more frequently than once in any PILOT Period, as to compliance with clause 
(A), above, including copies of any records described in clause (C), above, 
necessary to substantiate such certification. 

(b) If (1) PILOT Bonds are Outstanding, and (2) no PILOT Certificate has been received by 
the PILOT Trustee from the PILOT Bond Trustee during the current PILOT Period, then PILOT Receipts 
held by the PILOT Trustee shall be applied for the following purposes in the priority in which listed 
(including curing any deficiencies in prior deposits, transfers or payments), the requirements of each 
deposit, transfer or payment to be fully satisfied, leaving no deficiencies, prior to any deposit, transfer or 
payment later in priority, except as otherwise specifically provided below: 
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i. FIRST, from the Debt Service and Reimbursement Fund, on each date on which 
an amount of PILOT Receipts is deposited to such Debt Service and 
Reimbursement Fund, the PILOT Trustee shall immediately transfer such amount 
of PILOT Receipts to the PILOT Bond Trustee, in any event in an aggregate 
amount such that upon the final transfer of such PILOT Receipts to the PILOT 
Bond Trustee during any PILOT Period, the amount so transferred to the PILOT 
Bond Trustee during such PILOT Period is equal to the Minimum PILOT Bond 
Transfer; and 

ii. SECOND, from the O&M Fund, on the 6th day of each month, or on the first 
Business Day thereafter in the event that such date is not a Business Day, but 
only to the extent that all deposits, transfers or payments required in paragraph (i) 
above have been made and all requirements with respect thereto have been fully 
and completely satisfied (including the curing of any deficiencies in any prior 
deposits, transfers or payments), and subject to the section entitled 
�Administration of Funds,� the PILOT Trustee shall transfer to the Corporation 
seventy-five (75%) of the moneys, if any, then on deposit in the O&M Fund that 
were transferred to the O&M Fund during the current PILOT Period; and upon 
the sooner to occur of (x) the receipt by the PILOT Trustee of a PILOT Bond 
Certificate setting forth the Bond Payment Requirement for the Payment Period 
that begins during the current PILOT Period (in which case the PILOT Trustee 
shall transfer immediately to the Debt Service and Reimbursement Fund the 
amount, if any, by which the Bond Payment Requirement for the Payment Period 
that begins during the current PILOT Period exceeds the sum of (A) the amount 
heretofore transferred from the Debt Service and Reimbursement Fund during 
such Payment Period and (B) the amount heretofore transferred from the O&M 
Fund to pay Debt Service or Reimbursement Obligations during such Payment 
Period) and (y) the last Business Day of the current PILOT Period (in which case 
the PILOT Trustee shall transfer immediately to the Debt Service and 
Reimbursement Fund the amount, if any, by which the Minimum PILOT Bond 
Transfer for such Payment Period exceeds the sum of (A) the amount heretofore 
transferred from the Debt Service and Reimbursement Fund during such Payment 
Period and (B) the amount heretofore transferred from the O&M Fund to pay 
Debt Service or Reimbursement Obligations during such Payment Period), any 
amounts remaining on deposit in the O&M Fund shall be transferred to the 
Corporation, such amounts to be transferred by the Corporation to the LDC in 
accordance with the Ground Lease, and then by the LDC in accordance with the 
Arena Lease, to be applied by the Company in accordance with the Arena Lease; 
and provided that, by its acceptance of any amount transferred to it pursuant to 
this summarized section, the Company shall be deemed to covenant (1) to expend 
such moneys on Landlord O&M Costs and/or Landlord Allowances (as defined 
in the Arena Lease) in accordance with the Arena Lease; (2) to keep such moneys 
in a segregated account, not commingled with any moneys of the Company, until 
they are so expended; (3) to maintain reasonably sufficient records of the 
expenditure of such moneys so as to be able to demonstrate that such expenditure 
complies with clause (1), above; and (4) to provide a certification to the PILOT 
Trustee, the LDC and the Corporation, if and when requested, but in no event 
more frequently than once in any PILOT Period, as to compliance with clause 
(1), above, including copies of any records described in clause (3), above, 
necessary to substantiate such certification. 



 N-7 

Allocation of PILOT Receipts�PILOT Bonds No Longer Outstanding 

(a) If no PILOT Bonds are Outstanding but the LDC is subject to one or more 
Reimbursement Obligations in connection with the PILOT Bonds, PILOT Receipts held by the PILOT 
Trustee shall be applied for the following purposes in the priority in which listed (including curing any 
deficiencies in prior deposits, transfers or payments), the requirements of each deposit, transfer or 
payment to be fully satisfied, leaving no deficiencies, prior to any deposit, transfer or payment later in 
priority, except as otherwise specifically provided below: 

(i) FIRST, from the Debt Service and Reimbursement Fund, on each 
Reimbursement Date, the PILOT Trustee shall transfer PILOT Receipts to the 
Reimbursed Party in an amount equal to such Reimbursement Payment and in 
accordance with the Reimbursement Certification; and 

(ii) SECOND, on each January 6 and July 6, or on the first Business Day thereafter 
in the event that either such date is not a Business Day, from the O&M Fund, the 
PILOT Trustee shall transfer to the Corporation all moneys, if any, then on 
deposit in the O&M Fund, such moneys to be transferred by the Corporation to 
the LDC in accordance with the Ground Lease, and then by the LDC to the 
Company in accordance with the Arena Lease, to be applied in accordance with 
the Arena Lease; provided that, by its acceptance of any amount so transferred, 
the Company shall be deemed to covenant (A) to expend such moneys on 
Landlord O&M Costs and/or Landlord Allowances (as defined in the Arena 
Lease) in accordance with the Arena Lease; (B) to keep such moneys in a 
segregated account, not commingled with any moneys of the Company, until 
they are so expended; (C) to maintain reasonably sufficient records of the 
expenditure of such moneys so as to be able to demonstrate that such expenditure 
complies with clause (A), above; and (D) to provide a certification to the PILOT 
Trustee, the LDC and the Corporation, if and when requested, but in no event 
more frequently than once in any PILOT Period, as to compliance with clause 
(A), above, including copies of any records described in clause (C), above, 
necessary to substantiate such certification. 

Company�s Right to Refund 

Notwithstanding provisions of the PILOT Assignment, which are summarized in clause (ii) of 
paragraph (a) and clause (ii) of paragraph (b) of the certain section entitled �Allocation of PILOT 
Receipts � PILOT Bonds Outstanding,� and clause (ii) of paragraph (a) and paragraph (b) of the section 
immediately above, in the event that the assessment of the Facility is reduced retroactively as a result of 
any judicial review undertaken pursuant to Section 11 of the PILOT Agreement, and, as a result of such 
reduction, the Actual Taxes for any PILOT Tax Year would have been less than the PILOT that was made 
by the Company with respect to such PILOT Tax Year, the Company shall be entitled to a refund from 
moneys held in the O&M Fund in an amount equal to the difference between the PILOT made by the 
Company with respect to such PILOT Tax Year and such reduced Actual Taxes. 

No Recourse; Limited Obligation of the Corporation 

(a) No Recourse.  All covenants, stipulations, promises, agreements and obligations of any 
party to the PILOT Assignment shall be deemed to be the covenants, stipulations, promises, agreements 
and obligations of such party and any Person legally obligated to perform the obligations of such party 
and not of any member, shareholder, limited partner, officer, agent, servant or employee of such party in 
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his, her or its individual capacity, and no recourse under or upon any obligation, covenant or agreement 
contained in the PILOT Assignment, or otherwise based on or in respect of the PILOT Assignment, or for 
any claim based thereon or otherwise in respect thereof, shall be had against any past, present or future 
member, shareholder, limited partner, officer, agent, servant or employee, as such, of such party or any 
successor thereto or any person executing the PILOT Assignment on behalf of such party.  Any and all 
such liability of, and any and all such rights and claims against, any person or entity other than a party to 
the PILOT Assignment under or by reason of the obligations, covenants or agreements contained in the 
PILOT Assignment or implied therefrom are, to the extent permitted by law, expressly waived and 
released as a condition of, and as a consideration for, the execution of the PILOT Assignment. 

(b) Limited Obligation.  The obligations and agreements of the Corporation contained in the 
PILOT Assignment shall not constitute or give rise to an obligation of the State or the City, and neither of 
the State or the City shall be liable thereon.  Furthermore, such obligations and agreements shall not 
constitute or give rise to a general obligation of the Corporation, but rather shall constitute limited 
obligations of the Corporation payable solely from certain revenues of the Corporation relating to the 
Facility. 

Tax Covenant 

(a) The PILOT Trustee shall not take or omit to take any action which would cause interest 
on any PILOT Bond to be included in the gross income of any Owner thereof for federal income tax 
purposes by reason of subsection (b) of Section 103 of the Code.  Without limiting the generality of the 
foregoing, no funds of the Corporation or the LDC shall be used directly or indirectly to acquire any 
securities or obligations the acquisition of which would cause any PILOT Bond to be an �arbitrage bond� 
as defined in Section 148 of the Code and to be subject to treatment under subsection (b)(2) of Section 
103 of the Code as an obligation not described in subsection (a) of said section.  The LDC shall pay to the 
United States any amounts that are necessary for the purpose of compliance with the provisions of Section 
148 of the Code.  The provisions summarized in this paragraph shall survive the defeasance and payment 
of the PILOT Bonds. 

(b) Notwithstanding any provision of the PILOT Assignment to the contrary, upon the 
PILOT Trustee�s failure to observe, or refusal to comply with, the covenant summarized in paragraph (a) 
immediately above, the Owners of the PILOT Bonds, or the PILOT Bond Trustee acting on their behalf, 
shall be entitled only to the right of specific performance of such covenant, in the manner and to the 
extent permitted under the Master PILOT Indenture, and shall not be entitled to any of the other rights 
and remedies provided under the Master PILOT Indenture. 
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APPENDIX O 

SUMMARY OF THE LEASEHOLD PILOT MORTGAGES 

The following is a brief summary of certain provisions of the Leasehold PILOT Mortgages.  This 
summary does not purport to be comprehensive or complete, and reference is made to the Leasehold 
PILOT Mortgages for full and complete statements of such and all provisions.  All capitalized terms used 
herein and not otherwise defined herein shall have the meanings assigned thereto in APPENDIX C  - 
�CERTAIN DEFINITIONS.� 

Although the Leasehold PILOT Mortgages will secure the payment of PILOTs by the 
Company to the PILOT Trustee under the PILOT Agreement, the Leasehold PILOT Mortgages 
will not be assigned to the PILOT Bond Trustee and will not constitute security for the PILOT 
Bonds.  Bondholders will have no rights under the Leasehold PILOT Mortgages. 

The Company mortgages to the Corporation, as Mortgagee, all of its respective right, title and 
interest in and to the following described property (collectively, the �Mortgaged Property�): 

(i) The Lease Agreement and the leasehold estate created thereby, together 
with all estate and rights of the Company in and to the Arena Project under and by virtue of the 
Lease Agreement;  

(ii) The Arena Project, together with the tenements, hereditaments, 
servitudes, estates, rights, easements, whether temporary or permanent, privileges, liberties, 
licenses, royalties, mineral, oil and gas rights, reversions, remainders and immunities thereunto 
belonging or appertaining that may from time to time be owned by the Company, including, 
without limitation, all the right, title and interest of the Company in and to all streets, ways, 
alleys, roads, parking facilities, water, water courses, water rights, waterways, passages, sewer 
rights and public places adjoining the Arena Project and all easements and rights of way, public 
or private, and strips and gores of land, now or hereafter used in connection therewith, together 
with all land lying in the bed of any street, road or avenue, open or proposed, in front of or 
adjoining the Arena Project to the center line thereof, and now or hereafter used or usable in 
connection with the Arena Project; 

(iii) All fixtures, equipment, machinery, apparatus, appliances, fittings and 
chattels and articles of personal property of every kind and nature, and all building equipment, 
materials and supplies of any nature whatsoever, now or hereafter incorporated in, or attached to, 
the Arena Project and all renewals and replacements thereof and additions and accessions thereto, 
including, without limitation, all partitions, elevators, lifts, heating, lighting, incinerating and 
power equipment, engines, pipes, pumps, tanks, motors, conduits, switchboards, plumbing, 
lifting, cleaning, fire prevention, fire extinguishing, refrigerating, ventilating and communications 
apparatus, exhaust and heater fans, air-cooling and air-conditioning apparatus, elevators, 
escalators, shades, awnings, screens, storm doors and windows, stoves, refrigerators, attached 
cabinets, partitions, ducts and compressors (which machinery, apparatus, equipment, fittings, 
fixtures and articles of personal property, all replacements thereof, substitutions therefor and 
additions and accessions thereto, together with the proceeds thereof, are hereafter collectively 
referred to as the �Fixtures�), all of which shall be deemed to be, remain and form a part of the 
Arena Project and be encumbered by and subject to the lien of the Leasehold PILOT Mortgage, 
but only to the extent that the Fixtures or such other property constitutes property which could be 
subject to, or be the subject of, a real property tax in rem foreclosure proceeding in the City (the 
�Mortgaged Fixtures�); 
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(iv) All insurance proceeds, condemnation awards and other compensation, 
including interest thereon, and any right by the Company to receive and apply the same 
(including the right to receive and apply the proceeds of any judgments or settlements made in 
lieu of any such insurance for damages to the Arena Project), which are made with respect to the 
Arena Project as a result of or in lieu of any taking by eminent domain (including any transfer 
made in lieu of the exercise of said right), the alteration of the grade of any street, or any other 
damage or injury to or decrease in the value of the Arena Project; 

(v) (a) Any and all present and future leases of space in the Arena Project; 
(b) any and all present and future subleases, licenses and other occupancy agreements of space in 
the Arena Project including, without limitation, the Arena License Agreement; and (c) all rents, 
issues, profits and other revenues payable under any such leases, subleases, licenses and 
occupancy agreements and the Naming Rights Agreement.  Nothing in this paragraph (v) is 
intended to constitute the consent of the Corporation to any such leases, subleases, licenses, 
occupancy agreements or sale contracts (except for the Arena License Agreement and the 
Naming Rights Agreement) and such other leases, subleases, licenses, occupancy agreements or 
sale contracts as are expressly permitted by the Lease Agreement or the Arena License 
Agreement, including, without limitation, the sale of tickets for events at the Arena or the license 
of suites therein; 

(vi) All the right, in the name and on behalf of the Company to appear in and 
defend any action or proceeding brought with respect to the lien of the PILOT Leasehold 
Mortgage, the Arena Project and to commence any action, suit or proceeding to protect the lien of 
the PILOT Leasehold Mortgage and/or the interest of the Corporation in and to the Arena Project; 

(vii) Any and all air rights, development rights, zoning rights or other similar 
rights or interests that benefit or are appurtenant to the Arena Project; 

(viii) In connection with the Arena Project, all appurtenances in respect of or 
otherwise relating to the Lease Agreement, including, without limitation, any renewal options and 
expansion rights, and (a) all modifications, amendments, renewals and extensions of the Lease 
Agreement, and all other rights to renew or extend the term thereof, (b) all other options, 
privileges and rights granted and demised to the Company under the Lease Agreement, (c) all the 
right or privilege of the Company to terminate, cancel, abridge, surrender, merge, modify or 
amend the Lease Agreement, and (d) any and all possessory rights of the Company and other 
rights and/or privileges of possession, including, without limitation, the right of the Company to 
elect to remain in possession of the Arena Project and the leasehold estate created by the Lease 
Agreement pursuant to Section 365(h)(1) of the Federal bankruptcy code (as amended from time 
to time and including any successor legislation thereto, the �Bankruptcy Code�); 

(ix) In connection with the Arena Project, all of the Company�s claims and 
rights to damages and any other remedies in connection with or arising from the rejection of the 
Lease Agreement by the Company or the rejection of the Arena License Agreement by the New 
Jersey Basketball LLC or any trustee, custodian or receiver pursuant to the Bankruptcy Code in 
the event that there shall be filed by or against the Company or New Jersey Basketball LLC any 
petition, action or proceeding under the Bankruptcy Code or under any other similar Federal or 
state law in effect at the time of or after the date of the Leasehold PILOT Mortgage; and 

(x) Any and all further estate, right, title, interest, property, claim and 
demand whatsoever of the Company in and to any of the above. 
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Payment, Performance, Observance and Compliance 

The Company will timely pay, perform, observe and comply with all of the Obligations to which 
it is subject in accordance with the terms of the PILOT Agreement and the Leasehold PILOT Mortgage. 

Assignment of PILOT Mortgage 

Immediately after the execution and delivery of the Leasehold PILOT Mortgage, the Corporation 
will assign its interest as mortgagee under the Leasehold PILOT Mortgage to the PILOT Trustee. 

Protective Action 

If any action or proceeding is commenced (except an action to foreclose the Leasehold PILOT 
Mortgage or to collect the Obligations secured by the Leasehold PILOT Mortgage), to which action or 
proceeding the Corporation is made a party, or in which it becomes necessary to defend or uphold the lien 
of the Leasehold PILOT Mortgage, all sums paid by the Corporation for the expense of any litigation to 
prosecute or defend the rights and lien created by the Leasehold PILOT Mortgage (including reasonable 
attorneys� fees and all costs and disbursements incurred in connection with such litigation) will be paid by 
the Company, together with interest thereon at the Interest Rate (as such term is defined in the Lease 
Agreement), and any such sum and the interest thereon shall be a lien on the Mortgaged Property, prior to 
any right, title to, interest in or claim upon the Mortgaged Property attaching or accruing subsequent to 
the lien of the Leasehold PILOT Mortgage, and shall be deemed to be secured by the Leasehold PILOT 
Mortgage.  In any action or proceeding to foreclose the Leasehold PILOT Mortgage, the provisions of law 
respecting the recovery of costs, disbursements and allowance shall apply unaffected by this covenant. 

After-Acquired Property 

All right, title and interest of the Company in and to all improvements, betterments, renewals, 
substitutions and replacements of, and all additions, accessions and appurtenances to, the Mortgaged 
Property, or any part thereof, hereafter acquired, constructed, assembled or placed by or at the direction of 
the Company on or in the Mortgaged Property, and all conversions and proceeds of the security 
constituted thereby, immediately upon such acquisition, construction, assembly, placement or conversion, 
as the case may be, and in each such case without any further mortgage, conveyance or assignment or 
other act of the Company, shall become subject to the lien of the Leasehold PILOT Mortgage as fully and 
completely, and with the same force and effect as though now owned by the Company and specifically 
described in the Granting Clauses of the Leasehold PILOT Mortgage, but at any and all times the 
Company, on demand, will execute, acknowledge and deliver to the Corporation, and will cause to be 
recorded or filed as provided in the Leasehold PILOT Mortgage, any and all such further assurances and 
mortgages, conveyances or assignments thereof as the Company may reasonably require for the purposes 
of expressly and specifically subjecting the same to the lien of the Leasehold PILOT Mortgage. 

Limitations on Actions of Company 

If at any time the Company believes that the Corporation has not acted reasonably in granting or 
withholding any consent or approval, making any other determination or taking, or failing to take any 
other action under the Leasehold PILOT Mortgage, or any other instrument now or hereafter executed and 
delivered pursuant to the Leasehold PILOT Mortgage, as to which consent or approval, determination or 
other action either the Corporation has expressly agreed to act reasonably or absent such agreement, a 
court of law having jurisdiction over the subject matter would require the Corporation to act reasonably, 
the sole remedy of the Company shall be to seek injunctive relief or specific performance, and no action 
for monetary damages or punitive damages shall in any event or under any circumstance be maintained by 
the Company against the Corporation, and the Company shall have no claim or charge against the 
payment or performance of the Obligations. 
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Default 

The failure to pay any of the PILOT Obligations as set forth in the PILOT Agreement, or any 
interest or late payment charges, as specified in the PILOT Agreement, as and when payment of such 
PILOT Obligations, interest or late payment charges thereon, are due constitutes a �Default� for purposes 
of the Leasehold PILOT Mortgage. 

Remedies 

(a) Upon the occurrence and during the continuation of any Default under the Leasehold 
PILOT Mortgage, the Corporation�s exercise of its rights and remedies specified in paragraph (b) of this 
summarized section are expressly subject to the satisfaction of the following conditions precedent: 

(i) the failure to pay any of the PILOT Obligations, or any interest or late 
payment charges thereon, as specified in the PILOT Agreement, as and when payment of such 
PILOT Obligations, interest or late payment charges thereon were due constituting such Default 
shall have continued unremedied for a period of one (1) year after the date any such PILOT 
Obligations, interest or late payment charges thereon were due in accordance with the terms of 
the PILOT Agreement; 

(ii) at least ten (10) weeks before the exercise of any such rights or remedies, 
the Corporation shall have given the Company, New Jersey Basketball LLC, the Commissioner 
of Finance of The City of New York and the holder of record of any other mortgage encumbering 
all or any portion of the Mortgaged Property that is subordinate in lien to the lien of the 
Leasehold PILOT Mortgage (each, a �Subordinate Mortgagee�) written notice of (A) the failure 
to pay any of the PILOT Obligations, interest or late payment charges thereon, as and when such 
PILOT Obligations, interest or late payment charges thereon, were due, and (B) the intent of the 
Corporation to exercise its rights and remedies under the Leasehold PILOT Mortgage unless such 
failure is cured within ten (10) weeks after the date of such notice (the �Foreclosure Notice�); and 

(iii) a copy of the Foreclosure Notice shall have been published at least once 
a week for six (6) consecutive weeks in (A) the City Record and (B) two newspapers, one of 
which may be a law journal and other of which is circulated generally in the Borough of 
Brooklyn, the first such publication to occur at least ten (10) weeks before the exercise of any of 
such rights or remedies. 

The Corporation will accept a cure of any such Default by New Jersey Basketball LLC or the Subordinate 
Mortgagee with the same force and effect as if the Company had cured such Default. 

(b) Subject to paragraph (a) immediately above, upon the occurrence and during the 
continuation of a Default under the Leasehold PILOT Mortgage, the Corporation may, in addition to any 
other rights or remedies available to it, take such action, as it deems advisable to protect and enforce its 
rights against the Company in and to the Mortgaged Property, including the following actions, each of 
which may be pursued concurrently or otherwise, at such time and in such order as the Company may 
determine, in its sole discretion, without impairing or otherwise affecting the other rights and remedies of 
the Corporation: 



 O-5 

(i) without entry, institute proceedings to foreclose the lien of the PILOT 
Mortgage against all or, from time to time, any part of the Mortgaged Property and to have the 
same sold under the judgment or decree of a court of competent jurisdiction to the highest bidder, 
at public sale, subject to any statutory and other legal requirements, including all right, title and 
interest, claim and demand therein and thereto and all right of redemption thereof, in each case of 
the Company; 

(ii) sell, assign or transfer the Mortgaged Property or any part thereof and all 
estate, claim, demand, right, title and interest of the Company therein and right of redemption 
thereof, pursuant to the power of sale or otherwise, at such time and place, upon such terms and 
after such notice thereof as may be required or permitted by law (ten (10) days notice of sale of 
the Mortgaged Property being deemed reasonable notice) for such price and form of 
consideration as the Corporation may determine as may be required by law; or 

(iii) institute an action, suit or proceeding in equity for the specific 
performance of any covenant, condition or agreement contained in the Leasehold PILOT 
Mortgage. 

(c) Notwithstanding the foregoing, upon the occurrence and during the continuation of any 
Default under the Leasehold PILOT Mortgage, if the Corporation exercises any remedy or takes any other 
action which would result in the termination of any of the rights of the Team to use the Arena in 
accordance with and pursuant to the terms of the Arena License Agreement during a Team Season, then 
the execution upon any writ of assistance or judgment of possession against the Team or any like remedy 
terminating the rights of the Team to use the Arena shall be stayed for a period (the �Stay Period�) 
commencing on the date such writ or judgment of possession or like remedy is issued, granted or entered 
and ending on the last day of the then current Team Season, and the rights of the Team to use the Arena 
shall not be disturbed by the Corporation during such Stay Period. 

Foreclosure 

(a) In the case of a foreclosure sale or pursuant to any order in any judicial proceeding or 
otherwise, the Mortgaged Property may be sold as an entirety in one parcel (or as one integrated unit) or 
separate parcels (or one or more of the interests comprising the Mortgaged Property separately from the 
others) in such manner or order as the Corporation, in its sole and absolute discretion, may elect. 

(b) The Corporation may adjourn from time to time any foreclosure sale to be made under or 
by virtue of the Leasehold PILOT Mortgage by announcement at the time and place appointed for such 
sale or for such adjourned sale or sales and, except as otherwise provided by any applicable provision of 
law, the Corporation, without further notice or publication, may prosecute such sale in court at the time 
and place to which the same shall be so adjourned as the same may be so ordered. 

(c) Upon the completion of any foreclosure sale, an officer of any court empowered to do so 
shall execute and deliver to the accepted purchaser or purchasers a good and sufficient instrument, or 
good and sufficient instruments, granting, conveying, assigning and transferring all estate, right, title and 
interest in and to the property and rights sold. 

(d) Upon any sale made under or by virtue of the foreclosure of the Leasehold PILOT 
Mortgage, the Corporation may bid for and acquire the Mortgaged Property or any part thereof and, in 
lieu of paying cash therefor, may make settlement for the purchase price by crediting upon the 
Obligations the net sales price after deducting therefrom the expenses of the sale and the costs of the 
action and any other sums that the Corporation is entitled to receive under the Obligations, together with 
interest and late charges thereon. 
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(e) No recovery of any judgment by the Corporation and no levy of an execution under any 
judgment upon the Mortgaged Property or upon any other property of the Company shall affect in any 
manner or to any extent the lien of the Leasehold PILOT Mortgage upon the Mortgaged Property or any 
part thereof, or any liens, rights, powers or remedies of the Corporation under the Leasehold PILOT 
Mortgage, but such liens, rights, powers and remedies of the Corporation shall continue unimpaired. 

(f) The proceeds of any sale made under or by virtue of this summarized section shall be 
applied as follows: 

First: To payment of the reasonable costs and expenses of any such sale, 
including reasonable out-of-pocket costs of the Corporation, its agents and 
counsel, and of any judicial proceedings wherein the same may be made; 

Second: To the payment of the Obligations, together with interest and late 
charges thereon; 

Third: To the payment of any and all other sums secured by the Leasehold 
PILOT Mortgage; 

Fourth: The surplus, if any, to the Company or to such other Person or Persons as 
may be lawfully entitled to receive the same. 

Attorneys Fees and Other Costs 

The Company agrees to bear all costs, fees and expenses, including court costs and reasonable 
attorneys� fees and disbursements for legal services of or incidental to the enforcement of any provisions 
of the Leasehold PILOT Mortgage, or enforcement, compromise or settlement of any of the Obligations, 
or for the curing of any Default under the Leasehold PILOT Mortgage, or defending or asserting the 
rights and claims of the Company in respect thereof, by litigation or otherwise, and, upon demand 
therefor, will pay to the Company any such expenses incurred, and such expenses shall be deemed part of 
the Obligations secured by the Leasehold PILOT Mortgage, and from the date due shall be collectible in 
like manner as the Obligations secured by the Leasehold PILOT Mortgage and, until so paid, shall bear 
interest at the rate otherwise applicable to late payment of taxes, as such rate is determined from time to 
time by resolution of the City Council. 

Limitation on Liability 

None of the members, managers, directors, officers, partners, joint venturers, principals, 
shareholders, employees, agents or servants of the Company shall have any liability (personal or 
otherwise) hereunder or be subject to levy, execution or other enforcement procedure for the satisfaction 
of any remedies of the Corporation available hereunder. 

Lien Priority 

 Each Leasehold PILOT Mortgage and the lien thereof shall be subject and subordinate in all 
respects to each of those certain Leasehold PILOT Mortgages granted by the Company to the Corporation 
encumbering all or any portion of the Mortgaged Property that secure the obligations of the Company to 
pay PILOTs to the Corporation under the PILOT Agreement during any PILOT Tax Year subsequent to 
the PILOT Tax Year secured by such Leasehold PILOT Mortgage, and the liens thereof, and any and all 
amendments or modifications thereto. 
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 Each Leasehold PILOT Mortgage and the lien thereof shall be paramount and senior in lien 
priority in all respects to each of those certain PILOT Mortgages granted by the Company to the 
Corporation encumbering all or any portion of the Mortgaged Property that secure the obligations of the 
Company to pay PILOTs to the Corporation under the PILOT Agreement during any PILOT Tax Year 
prior to the PILOT Tax Year secured by such Leasehold PILOT Mortgage, and the liens thereof, and any 
and all amendments or modifications thereto. 

Condemnation and Insurance Proceeds 

In connection with the condemnation or the damage or destruction of any Mortgaged Property 
and the payment of any condemnation awards or insurance or other proceeds in connection therewith, the 
applicable provisions of the Lease Agreement described in the Official Statement entitled �RISK 
FACTORS AND INVESTMENT CONSIDERATIONS � Damage to or Destruction of the Arena; 
Condemnation� are deemed incorporated into the Leasehold PILOT Mortgage and survive any 
termination of the Lease Agreement. 

Discharge 

Upon the indefeasible payment in full of the Obligations, and all other sums secured by the 
Leasehold PILOT Mortgage, the Leasehold PILOT Mortgage and the lien created by the Leasehold 
PILOT Mortgage shall be of no further force or effect, and the Company shall be released from its 
respective covenants, agreements and obligations contained in the Leasehold PILOT Mortgage. 

Upon the indefeasible payment in full of the Obligations and all other sums secured by the 
Leasehold PILOT Mortgage, the Corporation, at the request and the expense of the Company, shall 
promptly execute and deliver to the Company in respect of the Leasehold PILOT Mortgage a satisfaction 
of mortgage or, if requested by the Company, an assignment of mortgage without recourse, in each case 
in form suitable for recording in the Office of the City Register together with such other documents as 
may be reasonably requested by the Company to evidence the satisfaction and discharge of the Leasehold 
PILOT Mortgage and the release of the Company from its respective covenants, agreements and 
obligations under the Leasehold PILOT Mortgage, or the assignment of the Leasehold PILOT Mortgage, 
as the case may be. 

Lease Agreement 

Nothing contained in the Leasehold PILOT Mortgage limits the rights of the Company (a) to 
terminate the Lease Agreement prior to the Fixed Expiration Date (as defined therein) by virtue of a fire 
or other casualty during the last five (5) years of the term of the Lease Agreement, on the terms and 
conditions contained therein or (b) to exercise any right to extend the term of the Lease Agreement or 
purchase fee title to the Arena Project in accordance with the express terms of the Lease Agreement. 
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APPENDIX P-1 

FORM OF BOND COUNSEL OPINION 

Upon the issuance of the Series 2009 PILOT Bonds, Mintz, Levin, Cohn, Ferris, Glovsky and 
Popeo P.C., New York, New York, Bond Counsel, will deliver its Bond Counsel opinion in substantially 
the same form as this Appendix. 

 
 
 

Chrysler Center 
666 Third Avenue 

New York, NY  10017 
212-935-3000 

212-983-3115 fax 
www.mintz.com 

 
 

 
December __, 2009 

 
Brooklyn Arena Local Development Corporation 
633 Third Avenue 
New York, NY 10017-6754 
 

Re: Brooklyn Arena Local Development Corporation PILOT Revenue 
Bonds, Series 2009 (Barclays Center Project) (the �Bonds�) 

 
 
Sir or Madam: 
 

We have served as bond counsel to the Brooklyn Arena Local Development Corporation (the 
�Corporation�) in connection with the issuance of the above-referenced Bonds.  In that capacity, we have 
examined such documents, records and other instruments as we deemed necessary to enable us to render 
the opinions set forth below, including (i) the Certificate of Incorporation dated November 4, 2008 and 
By-Laws of the Corporation; (ii) Section 1411 of the Not-For-Profit Corporation Law, being Chapter 35 
of the Consolidated Laws of New York (the �Act�), and other applicable statutes; (iii) a Master PILOT 
Indenture of Trust, dated as of December 1, 2009 (the "Master Indenture"), between the Corporation and 
The Bank of New York Mellon, as bond trustee (the "Bond Trustee"); (iv) the First Supplemental PILOT 
Indenture of Trust, dated as of December 1, 2009 (the "First Supplemental Indenture"; and, together with 
the Master Indenture, the "Indenture"), between the Corporation and the Bond Trustee; (v) the form of the 
Ground Lease, dated as of the Arena Project Effective Date (the "Ground Lease "), by and between New 
York State Urban Development Corporation d/b/a Empire State Development Corporation (�ESDC�) and 
the Corporation; (vi) the form of the Arena Lease Agreement, dated as of the Arena Project Effective 
Date (the "Arena Lease Agreement"), between the Corporation and Brooklyn Events Center, LLC, a 
Delaware limited liability company (the "ArenaCo"); (vii) the form of the Nets License Agreement, dated 
as of the Arena Project Effective Date (the "Nets License Agreement"), between the ArenaCo and New 
Jersey Basketball, LLC, a Delaware limited liability company ("New Jersey Basketball"); (viii) the form 
of the Non-Relocation Agreement, dated as of the Arena Project Effective Date (the "Non-Relocation 
Agreement"), among The City of New York (the "City"), ESDC, the Corporation and New Jersey 
Basketball; (ix) the form of the Payment-in-Lieu-of-Tax Agreement, dated as of the Arena Project 
Effective Date (the "PILOT Agreement"), among ArenaCo, the Corporation, ESDC and the City; (x) the 
form of the Leasehold PILOT Mortgages, dated as of the Arena Project Effective Date (collectively, the 
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"PILOT Mortgages"), from ArenaCo to ESDC; (xi) the form of the PILOT Assignment and Escrow 
Agreement, dated as of the Arena Project Effective Date (the "PILOT Assignment"), among ESDC, the 
Corporation, the Bond Trustee, The Bank of New York Mellon, as PILOT trustee (the "PILOT Trustee"), 
and the City; (xii) the form of the Assignment of PILOT Mortgages, dated as of the Arena Project 
Effective Date (the "PILOT Mortgage Assignment"), from ESDC to the PILOT Trustee; (xiii) the form of 
the Partial Lease Assignment, dated as of the Arena Project Effective Date (the �Partial Lease 
Assignment�) from the Corporation to the PILOT Bond Trustee and acknowledged by ArenaCo (xiv) the 
Corporation�s Tax Certificate, dated December __, 2009 (the "Tax Certificate"), including all exhibits and 
appendices thereto; (xv) the Bond Purchase Agreement, dated December 16, 2009 (the "Bond Purchase 
Agreement"), by and among the Corporation, ArenaCo and Goldman, Sachs & Co., as the representative 
of the underwriters (the "Underwriter"); and (xvi) the Official Statement of the Corporation, dated 
December 16, 2009, relating to the Bonds (the "Official Statement"). Capitalized terms used but not 
defined herein have the meanings, respectively, assigned to them in the Master Glossary, dated as of 
December 1, 2009, among the Corporation, ArenaCo and New Jersey Basketball, unless the context 
otherwise requires. 

 
We have made certain assumptions for the purposes hereof but offer no opinion with respect to, 

among other matters, the limited liability company status and qualifications to do business of ArenaCo, 
the power of ArenaCo to enter into and perform the ArenaCo Documents, the authorization, execution 
and delivery of the ArenaCo Documents by ArenaCo, and the extent to which the ArenaCo Documents 
are binding upon and enforceable against ArenaCo. 
 
 In rendering the opinions set forth herein, we have relied upon the accuracy of the factual 
representations of the Corporation and ArenaCo as set forth in such papers and documents as we have 
deemed necessary in connection with this opinion, including without limitation, the ArenaCo Documents 
and the Tax Certificate. 
 
 Based on our examination, we are of the opinion that: 
 
 (1) The Corporation has been duly created and is a validly existing not-for-profit corporation 
under the laws of the State of New York. 
 
 (2) The Corporation is duly authorized to finance, acquire, construct, improve, equip and 
furnish the Arena and to issue, execute, sell and deliver the Bonds, for the purpose of financing or 
refinancing the costs of such acquisition, construction, improving, equipping and furnishing, together 
with other expenses and costs incidental thereto. 
 
 (3) The Corporation has the right and power to enter into the PILOT Indenture and, the 
PILOT Indenture has been duly authorized, executed and delivered by the Corporation, and, assuming the 
due authorization, execution and delivery thereof by the other parties thereto, the PILOT Indenture is in 
full force and effect in accordance with their terms and are valid and binding upon the Corporation and 
enforceable in accordance with its terms, except as enforcement may be limited by applicable bankruptcy, 
moratorium or other laws of general applicability from time to time in effect which affect generally the 
rights and remedies of creditors and secured parties and by the exercise of judicial discretion in 
accordance with legal and equitable limitations of general applicability, and no other authorization by the 
Corporation for the PILOT Indenture is required. 
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 (4) The Resolutions have been duly adopted by the Corporation and are in full force and 
effect. 
 (5) The PILOT Indenture creates the valid pledge which it purports to create for the benefit 
of the holders of the Bonds of (i) the proceeds of the Bonds; (ii) the PILOT Revenues; (iii) all right, title 
and interest of the Corporation in and to the Funds and Accounts (other than the PILOT Bonds Rebate 
Fund and the PILOT Bonds Renewal Fund) under the PILOT Indenture, including monies and 
investments therein, subject only to the provisions of the PILOT Indenture permitting the application 
thereof for the purposes and on the terms and conditions set forth in the PILOT Indenture; and (iv) all 
right, title and interest of the Bond Trustee in the moneys and securities from time to time held in the 
Debt Service and Reimbursement Fund held by the PILOT Trustee under the PILOT Assignment (the 
"PILOT Bonds Trust Estate"). 
 
 (6) The Bonds have been duly authorized, executed, authenticated and delivered and are the 
valid and legally binding limited obligations of the Corporation, enforceable in accordance with their 
terms.  The Bonds are entitled to the benefits of the PILOT Indenture.  However, neither the State of New 
York, nor any political subdivision or public benefit corporation thereof, nor the Corporation is obligated 
to pay principal of or redemption premium, if any, or interest on the Bonds, except from the PILOT 
Revenues derived from PILOTs made by ArenaCo pursuant to the PILOT Agreement and certain funds 
and accounts held from time to time by the Bond Trustee under the PILOT Indenture, and neither the faith 
and credit nor the taxing power of the State of New York nor of any political subdivision or public benefit 
corporation thereof, nor of the Corporation is pledged to the payment of the principal of or redemption 
premium, if any, or interest on the Bonds. 
 
 (7) (i) Under existing law, interest on the Bonds will not be included in the gross 
income of owners of the Bonds for federal income tax purposes.  This opinion is rendered subject to the 
condition that certain requirements of the Internal Revenue Code of 1986, as amended (the �Code�) be 
met subsequent to the date of issuance of the Bonds in order that interest be and remain excluded from 
gross income for federal income tax purposes.  Failure to comply with such requirements could cause the 
interest on the Bonds to be included in gross income retroactive to the date of issuance of such Bonds.  
 
 (ii) Interest on the Bonds will not constitute a preference item under Section 57(a)(5) of the 
Code for purposes of computation of the alternative minimum tax imposed on certain individuals and 
corporations under Section 55 of the Code and will not be included in �adjusted current earnings� of 
corporate owners of the Bonds under Section 56(g) of the Code in the computation of the alternative 
minimum tax applicable to certain corporations. 
 
 (8) Under existing law, interest on the Bonds is exempt from personal income taxes imposed 
by the State of New York or any political subdivision thereof, including The City of New York, to the 
extent that such interest is excluded from gross income for federal income tax purposes. 
 
 (9) We express no opinion regarding any other federal, state or local tax consequences with 
respect to the Bonds. We are rendering this opinion under existing law as of the date hereof, and we 
assume no obligation to update this opinion after the date hereof to reflect any future action, fact or 
circumstance, or change in law or interpretation, or otherwise. We express no opinion on the effect of any 
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action hereafter taken or not taken in reliance upon an opinion of other counsel on the exclusion from 
gross income for federal income tax purposes of interest on the Bonds, or under state and local tax law. 
       
     
       Very truly yours, 



 
 

Mintz, Levin, Cohn, Ferris, Glovsky and Popeo, P.C. 
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APPENDIX P-2 

FORM OF BOND COUNSEL OPINION WITH RESPECT TO ISSUER DOCUMENTS 

On the Arena Project Effective Date, Mintz, Levin, Cohn, Ferris, Glovsky and Popeo P.C., New 
York, New York, Bond Counsel, will deliver its opinion in substantially the same form as this Appendix.. 

 
 
 

Chrysler Center 
666 Third Avenue 

New York, NY  10017 
212-935-3000 

212-983-3115 fax 
www.mintz.com 

 
 
 
[Arena Project Effective Date] 

 
Brooklyn Arena Local Development Corporation 
633 Third Avenue 
New York, NY 10017-6754 
 

Re: Brooklyn Arena Local Development Corporation PILOT Revenue 
Bonds, Series 2009 (Barclays Center Project) (the �Bonds�) 

 
Sir or Madam: 
 
We have served as bond counsel to the Brooklyn Arena Local Development Corporation (the 
�Corporation�) in connection with the issuance of the above-referenced Bonds.  In that capacity, we have 
examined such documents, records and other instruments as we deemed necessary to enable us to render 
the opinions set forth below, including (i) the Certificate of Incorporation dated November 4, 2008 and 
By-Laws of the Corporation; (ii) Section 1411 of the Not-For-Profit Corporation Law, being Chapter 35 
of the Consolidated Laws of New York (the �Act�), and other applicable statutes; (iii) a Master PILOT 
Indenture of Trust, dated as of December 1, 2009 (the "Master Indenture"), between the Corporation and 
The Bank of New York Mellon, as bond trustee (the "Bond Trustee"); (iv) the First Supplemental PILOT 
Indenture of Trust, dated as of December 1, 2009 (the "First Supplemental Indenture"; and, together with 
the Master Indenture, the "Indenture"), between the Corporation and the Bond Trustee; (v) the Ground 
Lease, dated as of the Arena Project Effective Date (the "Ground Lease "), by and between New York 
State Urban Development Corporation d/b/a Empire State Development Corporation (�ESDC�) and the 
Corporation; (vi) the Arena Lease Agreement, dated as of the Arena Project Effective Date (the "Arena 
Lease Agreement"), between the Corporation and Brooklyn Events Center, LLC, a Delaware limited 
liability company (the "ArenaCo"); (vii) the Nets License Agreement, dated as of the Arena Project 
Effective Date (the "Nets License Agreement"), between the ArenaCo and New Jersey Basketball, LLC, a 
Delaware limited liability company ("New Jersey Basketball"); (viii) the Non-Relocation Agreement, 
dated as of the Arena Project Effective Date (the "Non-Relocation Agreement"), among The City of New 
York (the "City"), ESDC, the Corporation and New Jersey Basketball; (ix) the Payment-in-Lieu-of-Tax 
Agreement, dated as of the Arena Project Effective Date (the "PILOT Agreement"), among ArenaCo, the 
Corporation, ESDC and the City; (x) the Leasehold PILOT Mortgages, dated as of the Arena Project 
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Effective Date (collectively, the "PILOT Mortgages"), from ArenaCo to ESDC; (xi) the PILOT 
Assignment and Escrow Agreement, dated as of the Arena Project Effective Date (the "PILOT 
Assignment"), among ESDC, the Corporation, the Bond Trustee, The Bank of New York Mellon, as 
PILOT trustee (the "PILOT Trustee"), and the City; (xii) the Assignment of PILOT Mortgages, dated as 
of the Arena Project Effective Date (the "PILOT Mortgage Assignment"), from ESDC to the PILOT 
Trustee; (xiii) the Subordination and Non-Termination Agreement (Team License Agreement), dated as 
of the Arena Project Effective Date (the "Team License Subordination Agreement"), among the 
Corporation, ESDC and New Jersey Basketball; (xiv) the Subordination and Non-Termination Agreement 
(Naming Rights), dated as of the Arena Project Effective Date (the "Naming Rights Subordination 
Agreement"), among the Corporation, ESDC, ArenaCo and Barclays Services Corporation; and (xv) the 
Partial Lease Assignment, dated as of Arena Project Effective Date (the "Partial Lease Assignment"), 
from the Corporation to the PILOT Bond Trustee and acknowledged by ArenaCo.  Capitalized terms used 
but not defined herein have the meanings, respectively, assigned to them in the Master Glossary, dated as 
of December 1, 2009, among the Corporation, ArenaCo and New Jersey Basketball, unless the context 
otherwise requires. 

 
We have made certain assumptions for the purposes hereof but offer no opinion with respect to, 

among other matters, the limited liability company status and qualifications to do business of ArenaCo, 
the power of ArenaCo to enter into and perform the ArenaCo Documents, the authorization, execution 
and delivery of the ArenaCo Documents by ArenaCo, and the extent to which the ArenaCo Documents 
are binding upon and enforceable against ArenaCo. 
 
 In rendering the opinions set forth herein, we have relied upon the accuracy of the factual 
representations of the Corporation and ArenaCo as set forth in such papers and documents as we have 
deemed necessary in connection with this opinion. 
 
 In addition, in rendering the opinions set forth below, we have relied upon the opinions of the 
General Counsel for ESDC, Anita Laremont, Esq.; and counsel to the Trustee, Dorsey & Whitney LLP, 
New York, New York; each of even date herewith. Copies of the aforementioned opinions are contained 
in the Transcript of Proceedings. 
 
 Based on our examination, we are of the opinion that: 
 
 (1) The Corporation has been duly created and is a validly existing not-for-profit corporation 
under the laws of the State of New York. 
 
 (2) The Corporation is duly authorized to finance, acquire, construct, improve, equip and 
furnish the Arena and to issue, execute, sell and deliver the Bonds, for the purpose of financing or 
refinancing the costs of such acquisition, construction, improving, equipping and furnishing, together 
with other expenses and costs incidental thereto. 
 
 (3) The Corporation has the right and power to enter into the PILOT Indenture, the PILOT 
Agreement, the Ground Lease, the Arena Lease Agreement, the Non-Relocation Agreement and the 
PILOT Assignment and, the PILOT Indenture, the PILOT Agreement, the Ground Lease, the Arena Lease 
Agreement, the Non-Relocation Agreement, the PILOT Assignment, the Team License Subordination 
Agreement, the Naming Rights Subordination Agreement and the Partial Lease Assignment have been 
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duly authorized, executed and delivered by the Corporation, and, assuming the due authorization, 
execution and delivery thereof by the other parties thereto, the PILOT Indenture, the PILOT Agreement, 
the Ground Lease, the Arena Lease Agreement, the Non-Relocation Agreement, the PILOT Assignment, 
the Team License Subordination Agreement, the Naming Rights Subordination Agreement and the Partial 
Lease Assignment are in full force and effect in accordance with their terms and are valid and binding 
upon the Corporation and enforceable in accordance with their respective terms, except as enforcement 
may be limited by applicable bankruptcy, moratorium or other laws of general applicability from time to 
time in effect which affect generally the rights and remedies of creditors and secured parties and by the 
exercise of judicial discretion in accordance with legal and equitable limitations of general applicability, 
and no other authorization by the Corporation for the PILOT Indenture, the PILOT Agreement, the 
Ground Lease, the Arena Lease Agreement, the Non-Relocation Agreement and the PILOT Assignment 
is required. 
 

Very truly yours, 
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APPENDIX Q 

FORM OF CONTINUING DISCLOSURE AGREEMENT 

This Continuing Disclosure Agreement (this �Agreement�) dated as of December 1, 2009 
between Brooklyn Events Center, LLC (�ArenaCo�) and The Bank of New York Mellon, as PILOT Bond 
Trustee (the �Trustee�), is in connection with $500,000,000* in aggregate principal amount of Brooklyn 
Arena Local Development Corporation PILOT Revenue Bonds, Series 2009 (Barclays Center Project) 
(the �Bonds�). 

The parties hereto, in consideration of the mutual covenants herein contained, and other good and 
lawful consideration, hereby agree, as follows: 

ARTICLE I 
DEFINITIONS 

Section 1.1. Definitions.  Any capitalized terms not otherwise defined in this Agreement shall 
have the respective meanings set forth in the Master PILOT Indenture of Trust (the �Indenture�) dated as 
of December 1, 2009 by and between Brooklyn Arena Local Development Corporation (the �Issuer�) and 
the Trustee or the Official Statement of the Issuer dated December __, 2009, prepared with respect to the 
Bonds (the �Official Statement�).  The following terms used in this Agreement shall have the following 
respective meanings: 

(a) �Annual Financial Information� means (a) annually generated data of ArenaCo 
consisting of an unaudited statement of all cash receipts of ArenaCo including, without limitation, Arena 
Tenant Revenues, (b) commencing in the first full Operating Year after the opening of the Arena, audited 
financial statements of ArenaCo, and (c) the amount of the Actual Taxes with respect to the Arena 
Premises and the Arena Project as provided to ArenaCo by the New York State Urban Development 
Corporation d/b/a Empire State Development Corporation (�ESDC�) in accordance with the provisions of 
Section 3(b) of the Payment-in-Lieu-of-Tax Agreement (the �PILOT Agreement�), among the Issuer, 
ArenaCo, The City of New York and ESDC.  

(b) �Beneficial Owner� means a beneficial owner of Bonds, as determined pursuant to the 
Rule. 

(c) �EMMA� means the Electronic Municipal Market Access System of the MSRB. 

(d) �Holders� means the registered owners of the Bonds. 

(e) �Listed Event� means any of the following events with respect to the Bonds: 

(i) principal and interest payment delinquencies;  

(ii) non-payment related defaults;  

(iii) unscheduled draws on debt service reserve reflecting financial difficulties; 

(iv) unscheduled draws on credit enhancements reflecting financial difficulties; 

                                                 
* Preliminary, subject to change. 
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(v) substitution of credit or liquidity providers, or their failure to perform; 

(vi) adverse tax opinions or events affecting the tax exempt status of any Bonds;  

(vii) modifications to rights of Holders;  

(viii) bond calls; 

(ix) defeasances; 

(x) release, substitution, or sale of property, securing repayment of the Bonds; and 

(xi) rating changes. 

(f) �Material Event� means any Listed Event, if material. 

(g) �Material Event Notice� means written or electronic notice of a Material Event. 

(h) �Monthly Engineer Report� means each written monthly report of the Independent 
Engineer delivered to ArenaCo during and immediately following the development and construction of 
the Arena Project. 

(i)  �MSRB� means the Municipal Securities Rulemaking Board established pursuant to 
Section 15B(b)(1) of the Securities Exchange Act of 1934, as amended.  

(j) �Notice� means written notice, sent for overnight delivery via the United States Postal 
Service or a private delivery service which prove evidence of delivery. 

(k) �Notice Address� means with respect to the Issuer: 

Brooklyn Arena Local Development Corporation 
c/o New York State Urban Development Corporation 
d/b/a Empire State Development Corporation, Lease Administrator 
633 Third Avenue  
New York, New York  10017 
Attention:  General Counsel 

with a copy to: 

Skadden, Arps, Slate, Meagher & Flom LLP 
Four Times Square 
New York, New York 10036 
Attention: Neil L. Rock, Esq. 

With respect to ArenaCo: 

Brooklyn Events Center, LLC 

c/o Forest City Ratner Companies LLC 
1 MetroTech Center North 
Brooklyn, New York 11201 
Attention: General Counsel 
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with copies to: 

Forest City Enterprises, Inc. 
Terminal Tower  
50 Public Square 
Cleveland, Ohio 44113-2267 
Attention: General Counsel 

and 

Fried, Frank, Harris, Shriver & Jacobson LLP 
One New York Plaza  
New York, New York 10004 
Attention: Stephen Lefkowitz, Esq. 

(l) �Operating Year� means that period established by ArenaCo with respect to which, as 
applicable, ArenaCo�s unaudited and audited Annual Financial Statements are prepared.  As of the date of 
this Agreement, ArenaCo�s Operating Year begins on July 1st of a given year and ends on June 30th of 
the next succeeding year. 

(m) �Quarterly Financial Information� means quarterly generated data of ArenaCo 
consisting of an unaudited statement of all cash receipts including, without limitation, Arena Tenant 
Revenues.  As of the date of this Agreement and for the purposes hereof until the Operating Year of 
ArenaCo is changed in accordance with ArenaCo�s operative documents, �quarterly� shall mean the 
three-month periods ending on each September 30, December 31, March 31 and June 30. 

(n) �Rule� means the applicable provisions of Rule 15c2-12 promulgated by the SEC under 
the Securities Exchange Act of 1934, as amended (17 CFR Part 240, §240.15c2-12), as in effect on the 
date of this Agreement, including any official interpretations thereof. 

(o) �SEC� means the United States Securities and Exchange Commission. 

(p) �Securities Counsel� means legal counsel expert in federal securities law. 

(q) �Underwriters� means the underwriters in connection with the primary offering of the 
Bonds. 

ARTICLE II 
THE UNDERTAKING 

Section 2.1. Purpose. This Agreement shall constitute a written undertaking for the 
benefit of the Holders and the Beneficial Owners, and is being executed and delivered solely to assist the 
Underwriters in complying with subsection (b)(5) of the Rule. 

Section 2.2. Quarterly Financial Information and Annual Financial Information. 

(a) Commencing with the first full quarter of the whole or partial Operating Year  occurring 
immediately following the date of delivery of the Bonds, ArenaCo shall provide Quarterly Financial 
Information to EMMA, by no later than 45 days after the end of each such quarterly period of the 
Operating Year. 
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(b) Commencing with the first full Operating Year immediately following the date of 
delivery of the Bonds, ArenaCo shall provide Annual Financial Information with respect to each 
Operating Year to EMMA, by no later than 180 days after the end of such Operating Year. 

(c) ArenaCo shall provide to EMMA, in a timely manner, notice of any failure by it to 
provide Quarterly Financial Information to EMMA on or before the date required by Section 2.2(a) 
hereof, and notice of any failure by it to provide Annual Financial Information to EMMA on or before the 
date required by Section 2.2(b) hereof. 

Section 2.3. Monthly Engineer Reports.  ArenaCo shall provide to EMMA, within five (5) 
Business Days of its receipt thereof, each Monthly Engineer Report. 

Section 2.4. Material Event Notice.  (a) ArenaCo shall provide, in a timely manner, a 
Material Event Notice to EMMA, and Moody�s Investors Service, Inc., Standard & Poor�s Ratings 
Services and Fitch Ratings.  Each Material Event Notice shall be so captioned and shall prominently state 
the title, date and CUSIP numbers of the Bonds.  Notwithstanding the foregoing, unless the Rule were to 
require otherwise, Material Event Notice of Listed Events described in items (viii) and (ix) of the 
definition of Listed Events need not be given under this Agreement any earlier than, if applicable, the date 
notice is required to be given to Holders of Bonds pursuant to the Indenture, as supplemented by the First 
Supplemental PILOT Indenture of Trust, dated as of December 1, 2009 (the �First Supplemental 
Indenture�), between the Issuer and the Trustee. 

(b) The Trustee shall promptly give Notice to the Issuer and ArenaCo at each respective 
Notice Address and Moody�s Investors Service, Inc., and Standard & Poor�s Ratings Services whenever 
in the course of performing its duties as Trustee under the Indenture, the Trustee identifies a Listed Event; 
provided, however, that the failure of the Trustee so to advise the Issuer and ArenaCo shall not constitute 
a breach by the Trustee of any of its duties and responsibilities under this Agreement or the Indenture. 

Section 2.5. Additional Information.  Nothing in this Agreement shall be deemed to prevent 
ArenaCo from disseminating any other information, using the means of dissemination set forth in this 
Agreement or any other means of communication, or including any other information in any Annual 
Financial Information, or notice of occurrence of a Material Event, in addition to that which is required by 
this Agreement.  If ArenaCo chooses to include any information in any Annual Financial Information, or 
notice of occurrence of a Material Event in addition to that which is specifically required by this 
Agreement, ArenaCo shall not have any obligation under this Agreement to update such information or 
include it in any future Annual Financial Information, or notice of occurrence of a Material Event. 

ARTICLE III 
OPERATING RULES 

Section 3.1. Operating Year.  Annual Financial Information shall be provided at least 
annually, notwithstanding any Operating Year longer than 12 calendar months.  ArenaCo shall promptly 
notify EMMA of each change in its Operating Year. 

Section 3.2. Incorporation by Reference.  It shall be sufficient for purposes of Section 2.2 
hereof if ArenaCo provides Annual Financial Information, as the case may be, by specific reference to 
documents previously either (i) provided to EMMA or (ii) filed with the SEC.  If such a document is a 
final official statement within the meaning of the Rule, it also must be available from the MSRB. 
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Section 3.3. Submission of Information.  Annual Financial Information may be provided in 
one document or multiple documents, and at one time or in part from time to time. 

ARTICLE IV 
TERMINATION, AMENDMENT AND ENFORCEMENT 

Section 4.1. Termination.  (a) ArenaCo�s and the Trustee�s obligations under this Agreement 
with respect to Bonds shall terminate upon the legal defeasance pursuant to the Indenture, prior 
redemption, or payment in full of all of the Bonds.  ArenaCo shall give notice of any such termination to 
EMMA. 

(b) This Agreement, or any provision hereof, shall be null and void to the extent set forth in 
the opinion of Securities Counsel described in clause (1) in the event that ArenaCo (1) delivers to the 
Trustee an opinion of Securities Counsel, addressed to the Issuer, ArenaCo and the Trustee, to the effect 
than those portions of the Rule which require the provisions of this Agreement, or any of such provisions, 
do not or no longer apply to any or all of the Bonds, whether because such portions of the Rules are 
invalid, have been repealed, or otherwise, as shall be specified in such opinion, and (2) delivers notice to 
such effect to EMMA. 

Section 4.2. Amendment.  (a) This Agreement may be amended by written agreement of the 
parties, and any provision of this Agreement may be waived in writing, in either case without the consent 
of the Holders or Beneficial Owners, except to the extent required pursuant to clause 4(ii) below, if all of 
the following conditions are satisfied:  (1) such amendment or waiver is made in connection with a 
change in circumstances that arises from a change in legal (including regulatory) requirements, a change 
in law (including rules or regulations) or in interpretations thereof, or a change in the identity, nature or 
status of the Issuer or the type of business conducted thereby, (2) this Agreement as so amended or 
waived would have complied with the requirements of the Rule as of the date of the Official Statement, 
after taking into account any amendments or interpretations of the Rule, as well as any change in 
circumstances, (3) ArenaCo shall have delivered to the Trustee an opinion of Securities Counsel, 
addressed to Issuer, ArenaCo and the Trustee, to the same effect as set forth in clause (2) above, (4) either 
(i) a party unaffiliated with ArenaCo (such as the Trustee or bond counsel), acceptable to either of the 
Issuer or ArenaCo and the Trustee, has determined that the amendment or waiver does not materially 
impair the interests of the Beneficial Owners, or (ii) the Holders consent to the amendment or waiver of 
this Agreement pursuant to the same procedures as are required for amendments to the Indenture with 
consent of Holders, and (5) ArenaCo shall have delivered copies of such amendment or waiver to 
EMMA.   

(b) In addition to clause (a) above, this Agreement may be amended by written agreement of 
the parties, and any provision of this Agreement may be waived in writing, in either case without the 
consent of the Holders or Beneficial Owners, if all of the following conditions are satisfied: (1) an 
amendment to the Rule is adopted, or a new or modified official interpretation of the Rule is issued, after 
the effective date of this Agreement, and is applicable to this Agreement, (2) the Trustee shall have 
received an opinion of Securities Counsel, addressed to Issuer, ArenaCo and the Trustee, to the effect that 
the execution, performance and effect of such amendment or waiver would not, in and of themselves, 
result in a violation of the Rule, taking into account any subsequent change in or official interpretation of 
the Rule, and (3) ArenaCo shall have delivered copies of such amendment or waiver to EMMA.   

(c) To the extent any amendment to this Agreement results in a change in the type of 
financial information or operating data provided pursuant to this Agreement, the first Annual Financial 
Information provided thereafter shall include a narrative explanation of the reasons for the amendment 
and the impact of the change.   
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(d) If an amendment is made to the basis on which financial statements are prepared, the 
Annual Financial Information for the year in which the change is made shall present a comparison 
between the financial statements or information prepared on the basis of the new accounting principles 
and those prepared on the basis of the former accounting principles.  Such comparison shall include a 
qualitative and, to the extent reasonably feasible, quantitative discussion of the differences in the 
accounting principles and the impact of the change in the accounting principles on the presentation of the 
financial information.   

Section 4.3. Benefit; Third-Party Beneficiaries; Enforcement.  (a) The provisions of this 
Agreement shall inure solely to the benefit of the parties hereto and the Holders from time to time; except 
that Beneficial Owners shall be third-party beneficiaries of this Agreement.   

(b) Except as provided in this subsection (b), the provisions of this Agreement shall create no 
rights in any other person or entity.  Except as limited by the two succeeding sentences, the obligation of 
ArenaCo to comply with the provisions of this Agreement shall be enforceable (i) in the case of 
enforcement of obligations to provide financial statements, financial information, operating data and 
notices, by any Beneficial Owner of Outstanding Bonds, or by the Trustee on behalf of the Holders of 
Outstanding Bonds, or (ii), in the case of challenges to the adequacy of the financial statements, financial 
information and operating data so provided, by the Trustee on behalf of the Holders of Outstanding Bonds 
or by any Beneficial Owner.  A Beneficial Owner may not take any enforcement action pursuant to clause 
(ii) without the consent of the Holders of not less than a majority in aggregate principal amount of the 
Bonds at the time Outstanding.  The Trustee shall not be required to take any enforcement action except at 
the direction of the Holders of not less than a majority in aggregate principal amount of the Bonds at the 
time Outstanding who shall have provided the Trustee with adequate security and indemnity.   

(c) The Beneficial Owners�, the Holders� and the Trustee�s right to enforce the provisions of 
this Agreement shall be limited to a right, by action in mandamus or for specific performance, in the 
Federal or State courts located in the Borough of Manhattan, State and City of New York, to compel 
performance of ArenaCo�s obligations under this Agreement.  Any failure by ArenaCo or the Trustee to 
perform in accordance with this Agreement shall not constitute a default or any Event of Default under 
the Indenture, and the rights and remedies provided by the Indenture upon the occurrence of a default or 
an Event of Default shall not apply to any such failure.   

ARTICLE V 
MISCELLANEOUS 

Section 5.1. Duties, Immunities and Liabilities of Trustee.  The Trustee shall have only 
such duties under this Agreement as are specifically set forth in this Agreement, and ArenaCo agrees to 
indemnify and save the Trustee, its officers, directors, employees and agents, harmless against any loss, 
expense and liabilities which it may incur arising out of or in the exercise or performance of its powers 
and duties hereunder, including the costs and expenses (including attorneys fees) of defending against any 
claim of liability, but excluding liabilities due to the Trustee�s negligence or misconduct in the 
performance of its duties hereunder.   

Section 5.2. Counterparts.  This Agreement may be executed in several counterparts, each of 
which shall be an original and all of which shall constitute but one and the same instrument.   
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Section 5.3. Governing Law.  This Agreement shall be construed and interpreted in 
accordance with the laws of the State, and any suits and actions arising out of this Agreement shall be 
instituted in a court of competent jurisdiction in the State, provided that, to the extent this Agreement 
addresses matters of federal securities laws, including the Rule, this Agreement shall be construed in 
accordance with such federal securities laws and official interpretations thereof.   

IN WITNESS WHEREOF, the parties have each caused this Agreement to be executed by their 
duly authorized representatives, all as of the date first above written.   

BROOKLYN EVENTS CENTER, LLC 
 
 
By:       
 Authorized Officer 
 
 
THE BANK OF NEW YORK MELLON 
 
 
By:       
 Authorized Officer 
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[FOUNDING PARTNER] [SPONSORSHIP] AGREEMENT 

This [FOUNDING PARTNER] [SPONSORSHIP] AGREEMENT (this “Agreement”) is 
made and entered into as of  this ______day of  _________, 2009 (the “Commencement Date”) by and 
among (i) (a) BROOKLYN ARENA, LLC, a Delaware limited liability company (“Brooklyn Arena”), and 
(b) NEW JERSEY BASKETBALL, LLC, a New Jersey limited liability company (“NJ Basketball”, and 
together with Brooklyn Arena, the “Brooklyn Parties” ), and (ii)________________, a  
__________________ (“Founding Partner”).  Founding Partner and the Brooklyn Parties are collectively 
referred to herein as the “Parties”. 

W I T N E S S E T H: 

WHEREAS, NJ Basketball owns the New Jersey Nets basketball team (the “Nets”), a franchise of 
the National Basketball Association (“NBA”), which currently plays its home games in the IZOD 
CENTER, in East Rutherford, New Jersey; 

 
WHEREAS, Brooklyn Arena, both directly and through its Affiliates, is developing and intends 

to construct a first-class sports and entertainment arena on a site situated at the intersection of Atlantic 
Avenue and Flatbush Avenue in Brooklyn, New York (the “Arena”); 

 
WHEREAS, subsequent to the completion of the Arena (i) NJ Basketball intends to relocate the 

Nets to the Arena and thereafter play Nets home games in the Arena, pursuant to the terms of a lease or 
license agreement by and between the Brooklyn Parties, as amended from time to time (the “Arena 
Lease”), and (ii) the Brooklyn Parties intend to host other major spectator and participant events in the 
Arena (“Arena Events”); and 

 
WHEREAS, the Parties desire that Founding Partner, in consideration of certain rights Fees and 

other good and valuable consideration described herein, be entitled to certain sponsorship, promotional, 
media, hospitality and other rights and entitlements in association with the Arena and the Nets 
(collectively, the “Entitlements”), all as more fully set forth herein. 

 
NOW, THEREFORE, in consideration of the foregoing and the mutual representations, 

warranties, covenants and agreements set forth herein, and for other good and valuable consideration, the 
receipt and sufficiency of which are hereby acknowledged, the Parties, intending to be legally bound, 
hereby agree as follows: 

ARTICLE I 
 

TERM 

 
Section 1.1 Term.  The term of this Agreement (the “Term”) shall commence upon the 

Commencement Date and, unless earlier terminated or extended in accordance with its terms, shall expire 
on the date (the “Expiration Date”) which is the __________ anniversary2 of the date on which Brooklyn 
Arena has obtained a temporary Certificate of Occupancy for the Arena (the “Opening Date”).  
 

Section 1.2 [Section 1.2  Extensions.  [insert applicable extension language] [if applicable] 
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ARTICLE II 
 

FEES 

Section 2.1 Rights Fees.  Founding Partner shall pay to the applicable Brooklyn Parties, in 
United States Dollars, the following non-refundable fees (collectively, the “Fees”): 
 

Section 2.2 [The New Jersey Team Sponsorship Rights Fees (which shall be payable to NJ 
Basketball) in the amount of $____________________, due and payable in two (2) equal installments on 
January 15th and June 15th of each year, commencing on the Commencement Date and continuing until 
[the Opening Date][the Team Occupancy Date]. [if applicable] 

 
Section 2.3 [The Construction Period Entitlement Fees (which shall be payable to Brooklyn 

Arena) in the amount of $____________________, due and payable in two (2) equal installments [with 
the first payment due and payable no later than one hundred twenty (120) days prior to the 
scheduled construction commencement date of the Arena and the second payment due and payable 
on the scheduled construction commencement date of the Arena]. [if applicable] 

 
(i) The Arena Rights Entitlement Fees (which shall be payable to Brooklyn Arena) in 

the amount of $_______ each year (subject to Section 2.2), due and payable in two (2) equal installments 
with the first payment due and payable no later than one hundred twenty (120) days prior to the scheduled 
Opening Date and the second payment due and payable on the scheduled Opening Date; the remaining 
Arena Rights Fee payments due and payable on each consecutive six (6) month anniversary following the 
second Arena Rights Fee Payment until the Arena Rights Fee is paid in full.   
 

(ii) The Brooklyn Team Sponsorship Rights Fees (which shall be payable to NJ 
Basketball) in the amount of $________ each year (subject to Section 2.2), payable over the same semi-
annual installment payment schedule set forth in Section 2.1(ii) until the Brooklyn Team Sponsorship Fee 
is paid in full. 

 
Section 2.2  Annual Fee Adjustment.  The Fees shall be adjusted annually (i.e., each twelve (12) 

month anniversary from the first Fee payment under Section 2.1) by an amount equal to, on a 
compounded basis, [the annual percentage increase in the Consumer Price Index for All Urban 
Consumers (CPI-U) (as determined by the Bureau of Labor Statistics of the U.S. Department of Labor) 
for the CPI-U reporting period then most recently ended as compared to the CPI-U reporting period 
twelve months prior] [or agreed-upon annual percentage increase]. 

 
ARTICLE III 

 
ENTITLEMENTS   

Section 3.1 Construction Period Entitlements.  During the period between the 
Commencement Date and the Opening Date, each of the Brooklyn Parties, as applicable, shall provide to 
Founding Partner, and Founding Partner shall be entitled to the Entitlements set forth on SCHEDULE 3.1 
(the “Construction Period Entitlements”). [if applicable] 
 

Section 3.2 [New Jersey Team Sponsorship.  During the period between the Commencement 
Date and the date on which the Nets begin using the Arena as their home arena for the performance of 
NBA games (the “Team Occupancy Date”), NJ Basketball shall provide to Founding Partner, and 
Founding Partner shall be entitled to the Entitlements set forth on SCHEDULE 3.2 (the “New Jersey Team 
Sponsorship Rights”). [if applicable] 
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For the Nets participation in the NBA playoffs during the Term applicable to this Section 3.2, subject to 
NBA Rules and Regulations, the New Jersey Team Sponsorship Rights will automatically be extended to 
Founding Partner; provided, however, that, incremental to the Fees, Founding Partner will be charged 
market rate (i.e., regular season rates for all applicable Entitlements other than tickets, which shall be at 
playoff rates), on a per playoff game pro rata basis, for the New Jersey Team Sponsorship Rights it 
receives in each such home playoff game.  NJ Basketball will invoice Founding Partner for the New 
Jersey Team Sponsorship Rights conveyed during each NBA playoffs during the Term applicable to this 
Section 3.2 after completion of the Nets’ participation in each such round of the NBA playoffs.] 
 

Section 3.3 Arena Rights Entitlements.  During the period between the Opening Date and the 
end of the Term, Brooklyn Arena shall provide to Founding Partner, and Founding Partner shall be 
entitled to the Entitlements set forth on SCHEDULE 3.3 (collectively, the “Arena Rights Entitlements”).  
The Brooklyn Parties shall pay all costs of fabrication, construction, initial installation, and operation of 
all signage set forth in SCHEDULE 3.3 and of all associated collateral in the Arena that bear any Founding 
Partner Mark.  The Parties acknowledge and agree that all signage, displays and other items that are 
intended to be displayed in or on the Arena, are subject to compliance with all applicable governmental 
rules, regulations, requirements and approvals. 
 

Section 3.4 Brooklyn Team Sponsorship.  During the period between the Team Occupancy 
Date and the end of the Term, NJ Basketball shall provide to Founding Partner, and Founding Partner 
shall be entitled to the Entitlements set forth on SCHEDULE 3.4 (the “Brooklyn Team Sponsorship 
Rights”). 
 
For the Nets participation in the NBA playoffs during the Term applicable to this Section 3.4, subject to 
NBA Rules and Regulations, the Brooklyn Team Sponsorship Rights will automatically be extended to 
Founding Partner; provided, however, that, incremental to the Fees, Founding Partner will be charged 
market rate (i.e., regular season rates for all applicable Entitlements other than tickets, which shall be at 
playoff rates), on a per playoff game pro rata basis, for the Brooklyn Team Sponsorship Rights it receives 
in each such home playoff game.  NJ Basketball will invoice Founding Partner for the Brooklyn Team 
Sponsorship Rights conveyed during each NBA playoffs during the Term applicable to this Section 3.4 
after completion of the Nets’ participation in each such round of the NBA playoffs. 
 

Section 3.5 [Suite License.  During the period between the Opening Date and the end of the 
Term, Brooklyn Arena shall license to Founding Partner luxury suite [__] (the “Suite”) within the Arena 
(the location of which is identified on EXHIBIT A hereto), pursuant to Brooklyn Arena’s standard suite 
license agreement (the “Suite License”).  Founding Partner’s license payments for the Suite are 
incorporated into the Fees for the Arena Rights Entitlements and the Brooklyn Team Sponsorship Rights, 
respectively, on a basis to be allocated by the Brooklyn Parties in accordance with the Suite License. [if 
applicable] 

ARTICLE IV 
 

EXCLUSIVITY 

Section 4.1 Category Exclusivity.  From the Opening Date through the end of the Term, and 
for so long as Founding Partner is not in default of this Agreement, subject to Section 4.2 below, neither 
Brooklyn Arena nor NJ Basketball shall display (or cause or authorize the display of) signage or other 
advertisements in the Arena, nor engage in sponsorship activities for or concerning products or services in 
the [describe product or service category] category (“Exclusive Category”) other than products or 
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services in the Exclusive Category of or concerning Founding Partner.  In connection therewith, Founding 
Partner acknowledges that the Entitlements granted hereby shall relate only to Founding Partner’s 
products or services within the Exclusive Category and that Founding Partner shall have no rights to 
Entitlements outside the Exclusive Category. 
 

Section 4.2 Exclusivity Exceptions.  Without limitation to Section 13.15(i), Founding Partner 
agrees that the exclusivity described in Section 4.1 is limited as follows: 
 

(i) This Agreement is based on the understanding that Founding Partner’s 
Entitlements are intended to relate only to products or services in the Exclusive Category, and not other 
categories for which one or both of the Brooklyn Parties may grant or may have granted to one or more 
third parties, including exclusive rights in such categories.  Accordingly, without limiting any other rights 
of the Brooklyn Parties hereunder, if at any time during the Term, Founding Partner’s brands, trademarks 
or trade names become associated with products or services, outside of the Exclusive Category for which 
either of the Brooklyn Parties grants or has granted to a third party exclusive rights and entitlements with 
respect to the Arena or the Nets, including instances where Founding Partner or Affiliates of Founding 
Partner directly or indirectly offer such products or services, then either of the Brooklyn Parties shall have 
the right to terminate this Agreement upon thirty (30) days’ prior written notice. 

 
(ii) Founding Partner acknowledges that its exclusivity does not apply to, and neither 

Brooklyn Arena nor NJ Basketball shall be precluded from, temporary display of advertising or 
sponsorship activities concerning products in the Exclusive Category (other than those of Founding 
Partner) if required by the promoter (e.g., a concert promoter), organizer, performer, governing body 
(e.g., NCAA) or sponsor of a non-public event, private event sponsored by a competitor, or a public 
event, or for courtside rotational signage during Nets games at the Arena in accordance with NBA Rules 
and Regulations.   

 
(iii) Founding Partner acknowledges that its exclusivity does not apply to, and 

Brooklyn Arena shall not be precluded from, contracting for events in the Arena which are title-sponsored 
by a third party and which is part of a national or regional tour, even if such third party sponsors or its 
products or services are within the Exclusive Category.  Founding Partner agrees and understands that 
promoters or organizers of such events may require display of signage or other advertisements other than 
those of Founding Partner which are within the Exclusive Category, and/or removal or other obstruction 
of Founding Partner’s signage or other advertisements. 

 
(iv) Founding Partner acknowledges that sports teams other than the Nets may utilize 

the Arena as their primary “home” venue for their events.  Such users shall include, by way of example 
and without limitation, a professional hockey, football, soccer, or lacrosse team, or a college basketball 
team.  Founding Partner further acknowledges that such sports teams may possess “temporary” 
advertising rights in the Arena, for display of advertisements during and in conjunction with such teams’ 
events.  Such temporary advertising may include advertisements of competitors of Founding Partner in 
the Exclusive Category.  In such case, Founding Partner’s exclusivity shall not apply. 

 
(v) Founding Partner acknowledges its exclusivity does not apply to, and Brooklyn 

Arena and NJ Basketball shall not be precluded from, selling advertising within the Exclusive Category 
outside of the Arena premises, so long as such advertising does not exhibit or make mention of any of the 
Brooklyn Party Marks.  For illustrative purposes only and without specific limitation, the Brooklyn 
Parties may sell (or authorize third parties to sell) radio advertising to third parties in the Exclusive 
Category on radio broadcasts of Nets games, so long as such advertising does not exhibit or make 
mention of any of the Brooklyn Party Marks.     
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(vi) Founding Partner acknowledges its exclusivity does not apply to, and Brooklyn 
Arena and NJ Basketball shall not be precluded from, advertising events within or outside the Arena 
sponsored by competitors of Founding Partner that fall within one of the exclusivity exceptions set forth 
in this Section 4.2 (but in the case of NJ Basketball such acknowledgement applies solely with respect to 
events outside the Arena), so long as such advertising does not exhibit or make mention of any of the 
Brooklyn Party Marks. 

ARTICLE V 
TRADEMARKS 

Section 5.1 Trademarks.   
 

(i) Limited License to Use Founding Partner’s Trademarks for Promotional Purposes. 
Founding Partner hereby grants to the Brooklyn Parties a limited license to use the tradenames, 
trademarks, service marks and logos (collectively, “Founding Partner Marks”) of Founding Partner, on a 
royalty-free basis, for the sole purpose of satisfying the respective obligations herein of the Brooklyn 
Parties.  Founding Partner hereby agrees to indemnify, defend and hold each of the Brooklyn Parties, 
including their respective members, managers, officers, employees and agents, from any and all losses, 
damages, claims, actions, liabilities, costs and expenses (including reasonable attorneys fees) arising from 
any third party claim alleging that the Founding Partner Marks infringe upon the intellectual property 
rights of such third party. 

 
(ii) Brooklyn Parties’ Trademarks.   

(a) During the Term, Founding Partner will have the limited right and 
license to utilize the tradenames, trademarks, service marks and logos of NJ Basketball (“NJ Basketball 
Marks”) in conjunction with Founding Partner’s advertising, marketing, and promotional endeavors.  Use 
of the NJ Basketball Marks associated with these activities shall be limited to the Nets local geographic 
territory as defined by the NBA and shall be subject to prior written approval by NJ Basketball and the 
NBA (with such approval to be administered by NJ Basketball) and to the NBA Rules and Regulations, 
including all artwork using the NJ Basketball Marks. 

 
(b) During the Term, Founding Partner will have the limited right and 

license to utilize the tradenames, trademarks, service marks and logos of Brooklyn Arena (“Brooklyn 
Arena Marks”; the NJ Basketball Marks and the Brooklyn Arena Marks are sometimes collectively 
referred to as the “Brooklyn Party Marks”)  in conjunction with Founding Partner's  advertising, 
marketing, and promotional endeavors.  Use of the Brooklyn Arena Marks associated with these activities 
shall be subject to prior written approval by Brooklyn Arena and Barclays Services Corporation (with 
such approval to be administered by Brooklyn Arena), including all artwork using the Brooklyn Arena 
Marks. 

 
(c) The Brooklyn Parties hereby agree to indemnify, defend and hold 

Founding Partner harmless, including its respective directors, officers, employees and agents, from any 
and all losses, damages, claims, actions, liabilities, costs and expenses (including reasonable attorneys 
fees) arising from any third party claim alleging that the Brooklyn Parties Marks infringe upon the 
intellectual property rights of such third party, provided that Founding Partner’s use of the Brooklyn Party 
Marks are in accordance with the terms and conditions of this Agreement. 
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ARTICLE VI 
 

ARENA DEVELOPMENT AND OPERATION 

Section 6.1 Arena Development and Construction.  Brooklyn Arena shall develop, construct 
and complete (or cause the development, construction and completion of) the Arena as a first class NBA 
sports/entertainment arena.   
 

ARTICLE VII 
 

FORCE MAJEURE; EMINENT DOMAIN 

Section 7.1 Effect of Force Majeure.  If a Party is unable to perform its obligations under this 
Agreement due to a Force Majeure event (as such term is defined in Section 12.1), upon notice to the 
other Parties, such Party’s obligations (other than a payment obligation hereunder) shall be abated for the 
duration of the Force Majeure event. 
 

Section 7.2 Total Condemnation of Arena.  If the Arena, substantially all of the Arena, or the 
right of either of the Brooklyn Parties to occupancy or possession of the Arena, shall be taken by eminent 
domain or condemnation by any Governmental Authority for any public or private use or purpose, the 
Term shall terminate upon the earlier of (i) the date when the possession of the portion of the Arena or 
right so taken shall be required for such use or purpose or (ii) the effective date of the taking.  In such 
event, the Fees paid or due shall be apportioned as of the date of such taking or condemnation. 
 

Section 7.3 Partial Condemnation of Arena.  If less than all or substantially all of the Arena 
shall be taken or condemned by any Governmental Authority for any public or private use or purpose, and 
Brooklyn Arena determines, in its sole discretion, within a reasonable period of time after such taking or 
condemnation, that the remaining portion of the Arena cannot economically and feasibly be used to host 
Arena Events, including by the Nets for playing NBA basketball games, then this Agreement may be 
terminated by Brooklyn Arena, by written notice, and the Fees paid or due for the period during which the 
taking occurs shall be apportioned as of the date of such taking or condemnation.  

ARTICLE VIII 
 

REPRESENTATIONS AND WARRANTIES 

Section 8.1 Representations and Warranties of the Brooklyn Parties.  Each of the Brooklyn 
Parties, severally and not jointly,  represents and warrants to Founding Partner as follows: 

 
(i) Organization; Power and Authority.  Brooklyn Arena is a Delaware limited 

liability company and NJ Basketball is a New Jersey limited liability company, and each is duly formed 
and validly existing in good standing under the laws of its state of organization and has full power and 
authority to carry on its operations now being conducted and to consummate the transactions 
contemplated by this Agreement.   

 
(ii) Due Execution; Binding Agreement.  The execution, delivery and performance of 

this Agreement by such Brooklyn Party has been duly and validly approved by all necessary action of 
such Brooklyn Party and its members.  This Agreement has been duly executed and delivered by such 
Brooklyn Party and constitutes the valid and binding agreement of each such Brooklyn Party enforceable 
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in accordance with its terms, except as the same may be limited by bankruptcy or other laws relating to 
the enforcement of creditors’ rights and the application of general principles of equity. 

 
(iii) No Consents or Conflicts.  The execution, delivery and performance by such 

Brooklyn Party of this Agreement and the consummation by such Brooklyn Party of the transactions 
contemplated hereby: (a) require no consent, waiver, agreement or approval of any Person [that has not 
been obtained], except for approval by NBA Properties, Inc. (“NBAP”), which approval shall be obtained 
as a condition subsequent to this Agreement, and (b) do not and will not (1) conflict with or violate any 
provision of the certificate of formation or operating agreement of such Brooklyn Party, (2) contravene or 
conflict with or constitute a violation of any provision of any Law binding upon or applicable to such 
Brooklyn Party, or (3) result in a violation or breach of, or constitute (with or without notice or lapse of 
time or both) a default under any of the terms, conditions or provisions of any material note, bond, 
mortgage, indenture, lease, license, contract, agreement or other instrument or obligation to which such 
Brooklyn Party is a party or any of its respective properties or assets may be bound, which conflict would 
prevent such Brooklyn Party’s ability to perform its obligations hereunder; provided, that the Parties 
acknowledge that the Arena as a venue for NJ Basketball “home” NBA games, the relocation of NJ 
Basketball to the Arena, and the Arena Lease are subject to NBA approval. 

 
Section 8.2 Representations and Warranties of Founding Partner .  Founding Partner 

represents and warrants to the Brooklyn Parties as follows: 
 
(i) Power and Authority.  Founding Partner is a ____________ duly organized and 

validly existing in good standing under the laws of _____________ and has full power and authority to 
carry on its operations now being conducted and to consummate the transactions contemplated by this 
Agreement. 

 
(ii) Due Execution; Binding Agreement.  The execution, delivery and performance of 

this Agreement by Founding Partner has been duly and validly approved by all necessary action of 
Founding Partner.  This Agreement has been duly executed and delivered by Founding Partner and 
constitutes the valid and binding agreement of Founding Partner enforceable in accordance with its terms, 
except as the same may be limited by bankruptcy or other Laws relating to the enforcement of creditors’ 
rights and the application of general principles of equity. 

 
(iii) No Consents or Conflicts.  The execution, delivery and performance by Founding 

Partner of this Agreement and the consummation by Founding Partner of the transactions contemplated 
hereby:  (a) require no consent, waiver, agreement or approval of any Person except as set forth herein, 
and (b) do not and will not (1) contravene or conflict with or constitute a violation of any provision of any 
Law binding upon or applicable to Founding Partner, or (2) result in a violation or breach of, or constitute 
(with or without notice or lapse of time or both) a default under any of the terms, conditions or provisions 
of any material note, bond, mortgage, indenture, lease, license, contract, agreement or other instrument or 
obligation to which Founding Partner is a party or any of its respective properties or assets may be bound 
which conflict would prevent Founding Partner’s ability to perform its obligations hereunder. 

ARTICLE IX 
 

DEFAULT AND REMEDIES 

Section 9.1 Default by Founding Partner.  The occurrence of one or more of the following 
matters shall constitute a default by Founding Partner (a “Founding Partner Default”): 
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(i) Founding Partner’s failure to pay any of the Fees when due. 
 
(ii) Founding Partner’s failure to pay any other amounts when due to the Brooklyn 

Parties hereunder, within thirty (30) days after notice by either of the Brooklyn Parties specifying the 
failure and demanding that it be corrected. 

 
(iii) Founding Partner’s failure to perform or comply with any other material term or 

condition of this Agreement and such non-performance shall continue for a period of ninety (90) days 
after notice by either of the Brooklyn Parties to Founding Partner specifying the failure and demanding 
that it be corrected; provided, however, if Founding Partner has taken reasonable steps to cure such failure 
within such ninety (90) days, but the failure is of a type or character which is not reasonably susceptible 
of cure within such ninety (90) days, but would be capable of cure by Founding Partner using reasonable 
efforts, Founding Partner shall have such additional time as may be necessary in order to effect such cure, 
but not to exceed an additional ninety (90) days. 

 
Section 9.2 Rights and Remedies of the Brooklyn Parties.  Upon the occurrence of a 

Founding Partner Default, the Brooklyn Parties shall have the right to do any one or more of the 
following: (i) enforce the specific remedies provided for herein, (ii) recover all damages provided by law 
or in equity; (iii) exercise any other right or remedy at law or in equity, including obtaining an injunction 
or order of specific performance and (iv) terminate this Agreement. 
 

Section 9.3 Default by the Brooklyn Parties.  The occurrence of one or more of the following 
matters shall constitute a default by the applicable Brooklyn Party (a “Brooklyn Party Default”): 
 

(i) Either of the Brooklyn Parties’ failure to pay any amounts when due to Founding 
Partner hereunder within thirty (30) days after notice by Founding Partner specifying the failure and 
demanding that it be corrected.  

 
(ii) Either of the Brooklyn Parties’ failure to perform or comply with any other 

material term or condition of this Agreement and such non-performance shall continue for a period of 
ninety (90) days after notice by Founding Partner to the Brooklyn Parties specifying the failure and 
demanding that it be corrected; provided, however, if the Brooklyn Parties have taken reasonable steps to 
cure such failure within such ninety (90) days, but the failure is of a type or character which is not 
reasonably susceptible of cure within such ninety (90) days, but would be capable of cure by the Brooklyn 
Parties using reasonable efforts, the Brooklyn Parties shall have such additional time as may be necessary 
in order to effect such cure, but not to exceed an additional ninety (90) days. 
 

Section 9.4 Rights and Remedies of Founding Partner.  Upon the occurrence of a Brooklyn 
Party Default, Founding Partner shall have the right to do any one or more of the following: (i) enforce 
the specific remedies provided for herein, (ii) recover all damages provided by law or in equity; and (iii) 
exercise any other right or remedy at law or in equity, including seeking an injunction or order of specific 
performance, except for remedies expressly provided herein to be sole and exclusive remedies.  In no 
event shall Founding Partner have the right to terminate this Agreement.  

Section 9.5 Limitation of Damages.  Notwithstanding anything to the contrary contained 
herein, in no event shall a Party be liable to the other Party for any consequential or indirect damages 
which the other Party may suffer, nor any punitive, special exemplary or similar damages, including but 
not limited to any such damages for loss of use, loss of business, loss of profit, even if advised of the 
possibility of such damages or if such damage could have been reasonably foreseen. 
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ARTICLE X 
 

INSURANCE 

Section 10.1 Insurance.  Throughout the Term, Founding Partner shall carry and maintain the 
following insurance coverages and coverage amounts: 

 
(i) Commercial General Liability Insurance in an amount of not less than $10,000,000 

per occurrence and in the aggregate, covering bodily injury (including death), personal injury, defamation, 
property damage including loss of use, contractual liability, and products/completed operations.  

 
(ii) Umbrella Liability Insurance in excess of the coverages in subsection (i) above in 

an amount of not less than $10,000,000, with any aggregate to apply in the same manner as the 
underlying insurance. 

 
(iii) Media Liability Errors and Omission Insurance in an amount not less than 

$5,000,000 combined single limit. 
 
All such insurance shall be obtained from financially sound carriers which possess an A (Excellent) rating 
or better and a minimum Class X financial size category as listed at the time of issuance by A.M. Best 
Insurance Reports (“Best’s Reports”), with the aforesaid rating classifications to be adjusted if and to the 
extent the Best’s Reports adjusts its ratings categories and  may be maintained through blanket policies. 
Founding Partner shall name the Brooklyn Parties as additional insureds.  The insurance policies shall 
provide that coverage may not be cancelled without the insurer giving at least thirty (30) days prior notice 
to the Brooklyn Parties.  The Founding Partner shall not cancel any required insurance policy or waive or 
amend any material provision of the same without the prior written consent of the Brooklyn Parties, 
which consent shall not be unreasonably withheld.  Upon the reasonable request of the Brooklyn Parties, 
the Founding Partner shall deliver to the Brooklyn Parties a certificate of insurance or other appropriate 
evidence of maintenance of its respective insurance coverage required under this Agreement including 
copies of insurance policies.   

ARTICLE XI 
 

GOVERNING LAW 

Section 11.1 Governing Law.  This Agreement and all other documents to be entered into in 
connection with the transactions contemplated hereby shall be governed by, and construed and enforced 
in accordance with, the substantive Laws of the State of New York without regard to its principles of 
conflicts of law. 
 

Section 11.2 Consent to Jurisdiction.  The Parties consent and submit to the exclusive 
jurisdiction of the United States District Court for the Eastern District of New York or the Supreme Court 
for the State of New York, Kings County, in connection with the enforcement of this Agreement and all 
other documents to be entered into in connection with the transactions contemplated hereby. 
 

Section 11.3 WAIVER OF JURY TRIAL.  THE PARTIES WAIVE ANY RIGHTS TO A 
TRIAL BY JURY IN ANY ACTION, PROCEEDING, OR COUNTERCLAIM BROUGHT BY ANY 
OF THE PARTIES AGAINST ANY OTHER PARTY ON, OR IN RESPECT OF, ANY MATTER 
WHATSOEVER ARISING OUT OF OR IN ANY WAY CONNECTED WITH THIS AGREEMENT 
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OR ANY DOCUMENT OR INSTRUMENT DELIVERED IN CONNECTION WITH THIS 
AGREEMENT, THE RELATIONSHIP OF PARTIES HEREUNDER, AND/OR ANY CLAIM OF 
INJURY OR DAMAGE. 

ARTICLE XII 
 

CERTAIN DEFINED TERMS 

Section 12.1 Certain Defined Terms.  The capitalized terms contained and used and not 
previously defined in this Agreement have the respective meanings ascribed to them as follows: 

 
“Affiliate” means, with respect to any Person, any other Person directly or indirectly 

controlling, directly or indirectly controlled by or under direct or indirect, control with such Person. As 
used in this definition, the term “control,” “controlling” or “controlled by” shall mean in possession, 
directly or indirectly, of the power either to (i) vote fifty percent (50%) or more of the securities or 
interests having ordinary voting power for the election of directors (or other comparable controlling body) 
of such Person or (ii) direct or cause the direction of the actions, management or policies of such Person, 
whether through the ownership of voting securities or interest, by contract or otherwise, excluding in each 
case, any lender of such Person or any Affiliate of such lender. 

 
 “Business Day” shall mean a day other than a Saturday or Sunday or any other day on 

which banks are not required or authorized to close in New York City. 
 
“Force Majeure” means, with respect to any Party, an event or condition that is caused by 

facts and circumstances that are beyond the reasonable control of such Party, including, without 
limitation, the enactment, imposition or modification of any Law, which occurs after the date of this 
Agreement and which prohibits or materially impedes the performance of the obligations of the Parties 
hereunder, confiscation or seizure by any Governmental Authority, condemnations by any Governmental 
Authority, litigation, wars or war-like action (whether actual and pending or expected, and whether de 
jure or de facto), arrests or other restraints of government (civil or military), blockades, insurrections,  
civil disturbances, epidemics, landslides, lightning, earthquakes, hurricanes, storms, wash-outs, 
explosions, nuclear reaction or radiation, radioactive contamination, acts or the failure to act of any 
Governmental Authority, acts of God, fire, explosion, national emergency, flood, drought, war, acts of 
terrorism, riot, sabotage, embargo, strikes or other labor trouble [(except Work Stoppages)], failure of 
utility providers, interruption of or delay in transportation, a national health emergency, compliance with 
any order or regulation of any Governmental Authority, or any event otherwise outside the reasonable 
control of such Party. 

 
“Governmental Authority” means any federal, state, local or foreign government, 

legislature, governmental or administrative agency or commission, any self-regulatory association or 
authority, any court or other tribunal of competent jurisdiction, or any other municipality, governmental 
authority or instrumentality or quasi-governmental entity or authority having jurisdiction or other 
authority over the Arena and/or the Parties hereto.  

 
“Law” means any  federal, state, local or foreign constitution, treaty, law, statute, 

ordinance, rule, code, regulation, interpretation, directive, policy, order, writ, decree, injunction, 
judgment, stay or restraining order, provisions and conditions of permits, licenses, registrations and other 
operating authorizations, and any judgment, opinion, ruling or decision of, agreement with or by, or any 
other requirement of, any Governmental Authority, currently in effect or which may hereinafter, be 
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enacted as existing or amended, and any rules or regulations promulgated thereunder; which may affect 
the respective rights and obligations of the Parties hereunder. 

 
“Person” means a human being, labor organization, partnership, firm, enterprise, 

association, joint venture, corporation, limited liability company, cooperative, legal representative, 
foundation, society, political party, estate, trust, trustee, trustee in bankruptcy, receiver or any other 
organization or entity whatsoever, including any Governmental Authority. 

ARTICLE XIII 
 

MISCELLANEOUS 

Section 13.1 Entire Agreement.  This Agreement, together with the Schedules attached hereto 
and the other agreements, certificates and documents delivered in connection herewith contains the entire 
agreement among the Parties with respect to the transactions contemplated by this Agreement and 
supersedes all prior agreements or understandings, whether written or oral, between or among any of the 
Parties with respect to the subject matter hereof.  Ambiguities shall not be construed against the drafter of 
this Agreement. 

 
Section 13.2 Binding Effect; Successors.  Each Party binds itself and its successors and 

authorized assigns to the other and to the successors and authorized assigns of the other Party with respect 
to all covenants and other terms of this Agreement. 

 
Section 13.3 Third Party Beneficiaries.  Nothing in this Agreement shall create a contractual 

relationship with or a cause of action in favor of a third party against any Party and no third party shall be 
deemed a third party beneficiary of this Agreement or any provision hereof. 

 
Section 13.4 Press Releases.  The Parties will agree in advance on any press announcements 

regarding this Agreement, and the timing of the release of any such announcements.  The Parties 
contemplate issuing a mutually approved press release following the execution of this Agreement. 

 
Section 13.5 Severability.  Whenever possible, each provision of this Agreement shall be 

interpreted in such a manner as to be effective and valid under applicable Law. If, however, any provision 
of this Agreement, or portion thereof, is prohibited by Law or found invalid under any Law, such 
provision or portion thereof, only shall be ineffective without in any manner invalidating or affecting the 
remaining provisions of this Agreement or the valid portion of such provision, which provisions are 
deemed severable. 

 
Section 13.6 Cumulative Rights.  Except as expressly provided herein, the Parties’ respective 

rights and remedies under the various provisions of this Agreement shall be construed as cumulative, and 
no one of them is exclusive of the other or exclusive of any rights or remedies allowed by law or equity, 
including but not limited to rights of specific performance or other injunctive relief, which the Parties 
acknowledge, due to the unique nature of the obligations imposed hereby, the Parties shall be entitled to 
hereunder. 

 
Section 13.7 Assignment by the Brooklyn Parties.  Neither of the Brooklyn Parties shall sell, 

transfer, assign, sublet, mortgage, pledge or grant a security interest in (collectively, “Assign”) its interest 
in this Agreement or any of its rights under this Agreement without the prior written consent of Founding 
Partner, except as follows: 
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(i) NJ Basketball may Assign its interest in this Agreement to any Person  in 
connection with a sale or transfer of the Nets franchise in a transaction approved by the NBA.   In 
connection with any such assignment (“Assignment”), NJ Basketball shall require the assignee to be 
bound by the terms and provisions hereof and assume all of the obligations of NJ Basketball hereunder 
from and after the date of such Assignment.  In the event of such Assignment, NJ Basketball shall be 
relieved of any further obligations under this Agreement. 

 
(ii) Brooklyn Arena may Assign its interest in this Agreement to any Person in 

connection with a sale or transfer of the Arena. In connection with any Assignment, Brooklyn Arena shall 
require the assignee to be bound by all the terms and provisions hereof and assume all of the obligations 
of Brooklyn Arena hereunder from and after the date of such Assignment. In the event of such 
Assignment, Brooklyn Arena shall be relieved of any further obligations under this Agreement. 

 
(iii) Any of the Brooklyn Parties may sublicense or Assign any of its intellectual 

property rights arising under this Agreement for purposes of facilitating the use and/or exploitation 
thereof for the benefit of the assigning party as contemplated hereunder, provided that no such sub-license 
or Assignment shall relieve such Brooklyn Party of any of its obligations to Founding Partner hereunder. 

 
(iv) Each Brooklyn Party shall have the right to Assign this Agreement and its right to 

receive payments from Founding Partner hereunder to any bank, lending or financing institution or any 
other lender, to secure any indebtedness of the Brooklyn Parties.  If either Brooklyn Party notifies 
Founding Partner of any such Assignment to any bank, lending or financing institution or other lender, 
then Founding Partner shall, if and when requested by any such bank, lending or financing institution or 
other lender in writing, pay all amounts payable by Founding Partner hereunder to such Brooklyn Party 
directly to such bank, lending or financing institution or other lender, as the case may be.  In connection 
therewith, Founding Partner agrees to provide such further assurances and additional documentation as is 
reasonably requested by any such bank, lending or financing institution or any other lender. 
 

Section 13.8 Assignments by Founding Partner.  Founding Partner shall not Assign its interest 
in this Agreement or any of its rights under this Agreement without the prior written consent of the 
Brooklyn Parties in its sole discretion. Notwithstanding the foregoing, Founding Partner may Assign all 
or any portion of its interest in this Agreement to any successor in interest in connection with a merger, 
corporate restructuring, reorganization or consolidation, resulting in a change of control of Founding 
Partner or its ultimate parent, provided that the assignee assumes in writing for the benefit of the 
Brooklyn Parties all obligations in respect thereof to the Brooklyn Parties under this Agreement; and 
provided that such assignee has a consolidated bona fide net worth, net of goodwill, at least comparable to 
that of Founding Partner at the time of such Assignment.  In the event of such Assignment, Founding 
Partner shall be relieved of any further obligations under this Agreement.  Except as provided in this 
Section 13.8, no Assignment of this Agreement or of the rights of Founding Partner under this Agreement 
shall relieve Founding Partner of any of its obligations to the Brooklyn Parties under this Agreement. 
 

Section 13.9 Prevailing Party Fees.  In the event that any litigation arises out of this 
Agreement between the Parties hereto, the non-prevailing Party shall pay the prevailing Parties reasonable 
attorneys’ fees and expenses incurred in connection with such litigation. 
 

Section 13.10 Descriptive Headings; References.  The table of contents and the descriptive 
headings are for convenience only and shall not control or affect the meaning or construction of any 
provision of this Agreement.  A reference in this Agreement to an Article, Section, or SCHEDULE is to the 
referenced Article, Section, or SCHEDULE of this Agreement. 
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Section 13.11 Notices.  All notices, demands, certificates or other communications under this 
Agreement shall be in writing (except where otherwise expressly provided) and shall be deemed 
delivered: (i) when actually received if personally delivered by hand or by reputable courier service, or 
(ii) three (3) Business Days after deposit in the U.S. Mail postage prepaid, certified mail return receipt 
requested, and in each case properly addressed as follows: 
 
If to Founding Partner: 
 
 
 
 
      With a copy to: 
 

 
Founding Partner  
_________________________  
_________________________  
Attn.:   
 
_________________________ 
_________________________ 
_________________________ 
Attn: 

  
If to Brooklyn Arena or NJ Basketball: 
 
 
 
 
 

c/o Nets Sports and Entertainment, LLC 
390 Murray Hill Parkway 
East Rutherford, NJ 07073  
Attn.:  Chief Executive Officer 
 
and 
 
Forest City Ratner Companies 
One MetroTech Center North 
Brooklyn, NY 11201 
Attn.:   David Berliner, Esq. 

  
      With a copy to: 
 
 
 

NETS Basketball 
390 Murray Hill Parkway 
East Rutherford, NJ 07073  
Attn.:  Jeffrey B. Gewirtz, Esq. 
 

Any Party, by notice to the others, may change its address for purposes of notices under this Agreement 
on not less than ten (10) days prior written notice. 
 

Section 13.12 Counterparts.  This Agreement (and each amendment, modification and waiver in 
respect of it) may be executed in any number of counterparts, and each such counterpart hereof shall be 
deemed to be an original instrument, but all such counterparts together shall constitute but one instrument.  
Delivery of an executed counterpart of a signature page of this Agreement (and each amendment, 
modification and waiver in respect of it) by facsimile or other electronic transmission shall be effective as 
delivery of a manually executed original counterpart of each such instrument. 
 

Section 13.13 Amendments and Waivers.  This Agreement may not be amended, modified, 
altered or supplemented other than by means of a written instrument duly executed and delivered by the 
Parties hereto.  Except as expressly provided in this Agreement, no waiver of any provision of, or consent 
or approval required by, this Agreement, nor any consent to or approval of any departure here from, shall 
be effective unless it is in writing and signed by the Party against whom enforcement of any such waiver, 
consent or approval is sought.  Such waiver, consent or approval shall be effective only in the specific 
instance and for the purpose for which given.  Neither the failure of any Party to enforce, nor the delay of 
any Party in enforcing, any condition, provision or part of this Agreement at any time shall be construed 
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as a waiver of that condition, provision or part or forfeit any rights to future enforcement thereof.  No 
action taken pursuant to this Agreement, including any investigation by or on behalf of any Party hereto, 
shall be deemed to constitute a waiver by the Party taking action of compliance by any other Party with 
any representation, warranty, covenant or agreement contained herein. 
 

Section 13.14 Separateness of the Brooklyn  Parties.  Notwithstanding anything to the contrary 
set forth in this Agreement, the Parties acknowledge and agree that the rights and obligations of each of 
the Brooklyn Parties under this Agreement are separate and not joint and that neither Brooklyn Party shall 
have any liabilities or obligations for the actions, omissions or breaches of the other Brooklyn Party.  Any 
default by either Brooklyn Party in the performance of its obligations under this Agreement shall not 
constitute a default in respect of the obligations of the other Brooklyn Party under this Agreement, and 
neither Brooklyn Party shall be directly liable for the performance of the other Brooklyn Party’s 
obligations hereunder. 
 

Section 13.15 NBA Rules and Regulations; Other Rules and Laws.    
 

(i) This Agreement and all of Founding Partner’s rights herein are subject to (a) all of 
the rules, regulations and agreements of the NBA and its affiliated entities, as they presently exist or as 
they may, from time to time, be entered into, created, or amended, including, without limitation, any NBA 
new media or Internet related rules, regulations or agreements (the “NBA Rules and Regulations”), (b) if 
and to the extent applicable,  the rules and regulations of the NCAA, NHL, U.S. Olympic Committee or 
International Olympic Committee and all other similar sanctioning bodies and governing authorities, as 
the same may be amended or adopted from time to time, and (c) all Laws, as any of the above currently 
exist or as they may be amended or modified from time to time hereafter, including without limitation, 
any other quasi-governmental entities established to perform such functions. 

 
(ii) This Agreement (and any amendment hereto) must be submitted to NBAP within 

ten (10) days of full execution and delivery, and NBAP has the right approve this Agreement as a 
condition subsequent. 

Section 13.16 Interest.  If any amount payable by a Party hereunder is not paid on the due date, 
such unpaid amount shall bear interest from the due date until paid at 1.5% per month on the amount of 
the payment past due (or, if less, the maximum rate then permitted by Law), calculated on a simple 
interest basis for the actual number of days past due. 
 

Section 13.17 Means of Payment.  Each payment hereunder shall be made by wire transfer of 
immediately available United States’ funds to such account as each of the Brooklyn Parties may specify 
from time to time, or such other means as may be mutually agreed to by the relevant Parties.   
 

Section 13.18 Arena Lease.  The Parties acknowledge that the land on which the Arena will be 
constructed is not currently leased by the Brooklyn Parties.  It is currently [(i.e., as of the Commencement 
Date)] contemplated that the land will be ground leased or licensed to, or managed by, Brooklyn Arena 
(or an Affiliate of Brooklyn Arena) pursuant to the Arena Lease. Founding Partner recognizes that the 
Arena Lease does not currently exist and agrees to  make such amendments or modifications to this 
Agreement, and to provide such further assurances and additional documentation as are reasonably 
requested by the Brooklyn Parties to enable the Brooklyn Parties to negotiate and consummate the Arena 
Lease  with the applicable authorities; provided that the Arena Lease shall not materially increase the 
obligations or materially decrease the benefits of Founding Partner otherwise provided under this 
Agreement without regard to this Section 13.18. 
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Section 13.19 Exculpation.  Founding Partner shall look only to a Brooklyn Party or its 
property for the satisfaction of Founding Partner’s remedies or for the collection of a judgment (or other 
judicial process) requiring the payment of money by such Brooklyn Party in the event of any default by 
such Brooklyn Party hereunder, and no property or assets of such Brooklyn Party’s partners, members, 
officers, directors, shareholders or principals, disclosed or undisclosed, or the partners, members, officers, 
directors, shareholders or principals, disclosed or undisclosed, of any entity which is a partner, 
shareholder or member of such Brooklyn Party, shall be subject to levy, execution or other enforcement 
procedure for the satisfaction of Founding Partner’s remedies under or with respect to this Agreement, the 
relationship of Founding Partner and such Brooklyn Party hereunder, or the exercise by Founding 
Partner’s of its rights hereunder. 

 
[SIGNATURE PAGE FOLLOWS] 
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IN WITNESS WHEREOF, the Parties have executed this Agreement as of the 
Commencement Date. 

BROOKLYN ARENA, LLC    NEW JERSEY BASKETBALL, LLC 
     By: Nets Sports and Entertainment, LLC  By: Brooklyn Basketball, LLC 
 By: Nets Sports and Entertainment, LLC 

 
By:       By:        
 Brett D. Yormark     Brett D. Yormark 
 Chief Executive Officer    Chief Executive Officer 

 
__________________________  
        

By:      
 
Name:___________________________  
 
Title:       
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SCHEDULE 3.1 

Construction Period Entitlements 

 

[if applicable]
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SCHEDULE 3.2 

New Jersey Team Sponsorship Rights 
 

[if applicable]
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SCHEDULE 3.3 

 
Arena Rights Entitlements 
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SCHEDULE 3.4 

 
Brooklyn Team Sponsorship Rights 
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EXHIBIT A 
 

Arena Suite Location 
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APPENDIX S 

All Events Suite 

FORM OF SUITE LICENSE AGREEMENT 

THIS SUITE LICENSE AGREEMENT (this “License Agreement”) is made as of 
_____________________, 20___, by and between BROOKLYN ARENA, LLC,1 a Delaware limited 
liability company (“Licensor”) and _______________________ (“Licensee”). 

RECITALS: 

A. Licensor intends to construct a multi-purpose sports and entertainment facility on a site 
situated at the intersection of Atlantic Avenue and Flatbush Avenue in Brooklyn, New York (the 
“Arena”). 

B. The Arena will contain enclosed suites with seats for viewing events at the Arena. 

C. [The parties have previously entered into a Letter Agreement regarding the licensing of a 
suite in the Arena (the “Letter Agreement”).] [if applicable] 

D. Licensee desires to obtain a license to use one of such suites, and Licensor is willing to 
grant such a license on the terms and conditions contained herein. 

NOW, THEREFORE, in consideration of the fees and charges described herein and the mutual 
covenants and agreements set forth in this License Agreement, Licensor and Licensee, intending to be 
legally bound, do hereby agree as follows: 

1. Term.  The term of this License Agreement (“Term”) and the first license year (“License 
Year”) shall commence on the first date when the Arena is open to the general public for a publicly 
ticketed event (the “Commencement Date”).  The first License Year shall end on September 30 of the 
calendar year following the calendar year in which the Commencement Date occurs.  Each subsequent 
License Year shall commence on October 1 and end on the following September 30.  The Term shall 
expire at the end of _____ License Years, unless this License Agreement is earlier terminated as set forth 
herein.  This License Agreement shall be effective as a contract upon the execution hereof by the parties 
hereto, notwithstanding that the Term may not have commenced. 

2. License and Related Rights. 

 2.1 License; Tickets.  Upon the terms and conditions set forth herein, and in 
consideration of and conditioned upon prompt, punctual and complete payment of all fees and charges 
which become payable hereunder, Licensor grants unto Licensee the following during the Term: 

  (a) A license to use that certain Arena suite approximately located as shown 
on the diagram attached as Exhibit A and identified as Suite No. _____ (the “Suite”) during the Term for 
all Included Events (as defined in Section 2.2).  It is currently contemplated that the Suite will include the 
features set forth on Exhibit B. 

                                                 
1  NOTE: to be assigned to Brooklyn Events Center, LLC upon “Arena Project Effective Date” as defined in 
the “Commencement Agreement”. 
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  (b) A license to use the Suite during the Term for all Special Premium 
Events (as defined in Section 2.2) for which Licensee purchases Tickets in accordance with Section 
2.3(a). 

  (c) The privilege of using a Parking Space (as defined in Section 2.5) in 
accordance with Section 2.5. 

  (d) The rights described in Section 2.6 to receive additional tickets. 

For the purposes of this License Agreement, the term “Tickets” means: (i) twelve (12) Suite 
tickets for each Included Event held in the Theater (as defined in Section 2.4) and sixteen (16) Suite 
tickets for each other Included Event; and (ii) twelve (12) Suite tickets for each Special Premium Event 
held in the Theater, and sixteen (16) Suite tickets for each other Special Premium Event, to the extent 
such Suite tickets are purchased by Licensee in accordance with Section 2.3(a).  Licensor shall establish 
policies and procedures regarding, and arrange for the distribution to Licensee of, Tickets, which shall 
entitle Licensee to admission to the Arena and the Suite for each Event for which Licensee holds Tickets.  
Such policies and procedures may be amended from time to time by Licensor without prior notice to 
Licensee. 

Licensor may permit Licensee access to the Suite at times other than during and in connection 
with an Event, upon prior written or telephonic request made to and approved by Licensor in its sole and 
absolute discretion, such request to be made and any approval to be granted in accordance with terms and 
conditions established by Licensor from time to time in its sole discretion. 

2.2 Certain Definitions.  The words and phrases underlined below shall have the 
following meanings for the purposes of this License Agreement: 

(a) Excluded Event.  Each of the following: (i) any Special Premium Event, 
regardless of whether Licensee’s access to the Suite for such Special Premium Event has been preempted 
by the promoter, sponsor, booking agent, league, venue licensee or other sanctioning body of such Event 
(each, a “Promoter”); (ii) unless Licensee elects to pay the Fee Adjustment described in Section 3.2 for an 
Additional Professional Team, any game played by such Additional Professional Team; and (iii) any 
Non-Public Events. 

(b) Events.  Each ticketed sporting, entertainment or other event held at the 
Arena which is open to the general public. 

  (c) Included Event.  All home games of the National Basketball Association 
(“NBA”) team which presently is known as the New Jersey Nets (the “Nets”) which are played at the 
Arena and all other Events at the Arena, but excluding all Excluded Events. 

   (d) Non-Public Events.  Non-public or non-ticketed events such as, but not 
limited to, graduations (including those of public institutions), conventions, trade shows, charitable 
events, private events, political events, and religious gatherings. 

  (e) Special Premium Events.  Any Event (excluding Non-Public Events) for 
which the Promoter precludes licensees’ use of all or a substantial number of the suites in the Arena, 
including, without limitation and by way of example only: (i) All-Star events of the NBA, (ii) Olympic 
events, Olympic qualifying events and any other competitions within the Olympic Games; (iii) the 
Grammy Awards, and (iv) the MTV Video Music Awards. 
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 2.3 Special Premium Events. 

  (a) If access to, or use of, the Suite has not been preempted by the Promoter 
for any Special Premium Event, and if Licensee desires to obtain Tickets to the Suite for such Special 
Premium Event, Licensee shall have the right to purchase from Licensor no less than twelve (12) Suite 
tickets for each Special Premium Event in the Theater and sixteen (16) Suite tickets for each other Special 
Premium Event, at a price for each Ticket equal to the highest price being charged for tickets for such 
Special Premium Event in the row of seats immediately in front of the Suite, plus any suite surcharge fee 
then being charged by Licensor.  If Licensee fails to timely purchase Tickets to the Suite for a Special 
Premium Event in accordance with the policies and procedures referenced in Section 2.3(c), then Licensor 
may license the Suite to third parties for such Special Premium Event for Licensor’s sole benefit. 

  (b) If access to, or use of, the Suite for a Special Premium Event has been 
preempted by the Promoter, Licensor shall not have any obligation to provide Licensee tickets for 
admission to another seating area in the Arena for such Special Premium Event.  If tickets for admission 
to another seating area in the Arena for a Special Premium are available, Licensor may, but shall not be 
obligated, to offer Licensee the opportunity to purchase tickets to such Special Premium Event, the 
number of such tickets, the price of such tickets and the location of such seating area to be determined by 
Licensor in its sole discretion.  Licensee acknowledges and agrees that Licensor is not guaranteeing that 
any tickets to another seating area in the Arena for any Special Premium Event will be available for 
purchase by Licensee pursuant to this Section 2.3(b). 

  (c) Licensor shall determine, in its sole discretion, whether an Event is a 
Special Premium Event.  Licensor shall establish policies and procedures for notifying Licensee of 
Special Premium Events, allowing Licensee to purchase Tickets to the Suite for such Special Premium 
Events in accordance with Section 2.3(a), or tickets to another seating area in the Arena for such Special 
Premium Events in accordance with Section 2.3(b), as applicable, and arranging for the distribution to 
Licensee of Tickets to the Suite, or tickets to another seating area of the Arena, as applicable, for such 
Special Premium Events so purchased by Licensee.  Such policies and procedures may be amended from 
time to time by Licensor without prior notice to Licensee. 

 2.4 Events Held in the Theater.  It is contemplated that certain Events may be 
performed in a reduced and more intimate seating configuration (such configuration, the “Theater”).  As 
contemplated, the Theater would have a seating capacity that is smaller than the seating capacity in the 
Arena for other Events.  Notwithstanding anything to the contrary set forth in this License Agreement, if 
any ticketed Events (other than Non-Public Events) are held in the Theater, then the following provisions 
shall apply: 

  (a) Licensee shall receive, at no additional cost, twelve (12) Suite tickets to 
each Included Event held in the Theater; and 

  (b) If access to, or use of, the Suite has not been preempted by the Promoter 
for any Special Premium Event held in the Theater, and if Licensee desires to obtain Suite tickets for such 
Special Premium Event, then the provisions of Section 2.3(a) shall apply, except that Licensee shall have 
the right to purchase from Licensor twelve (12) Suite tickets for such Special Premium Event. 

 2.5  Parking.  Licensee shall be entitled to use, without additional charge, a parking 
space (a “Parking Space”) in a parking lot or facility located at, or within the vicinity of, the Arena (a 
“Parking Facility”) for each Included Event.  The location of the Parking Facility shall be determined by 
Licensor in its sole discretion and may change from time to time during the Term.  Licensee shall not 
have the right to use a Parking Space for any Event other than an Included Event.  Licensor shall have the 
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right to require identification and to issue identification cards, passes, stickers or tickets in order to 
identify and limit the number of automobiles using a Parking Facility with respect to each Arena suite. 

 2.6 Additional Suite Tickets.  Unless otherwise notified by Licensor, Licensee may 
purchase up to (a) twelve (12) additional Suite tickets for each Event held in the Theater for which 
Licensee holds Tickets; and (b) eight (8) additional Suite tickets for each other Event for which Licensee 
holds Tickets, at a price for each such ticket equal to the highest price being charged for tickets for such 
Event in the row of seats immediately in front of the Suite, plus any suite surcharge fee then being 
charged by Licensor.  The number of additional Suite tickets available may be limited or reduced 
depending on Arena capacity for such Event and shall be determined by Licensor in Licensor’s sole 
discretion. 

 2.7 Obstructed View.  In the event the Suite has a fully obstructed view of an 
Included Event, as determined by Licensor in its sole discretion, Licensor shall provide to Licensee 
sixteen (16) tickets for admission to another seating area in the Arena for such Included Event (unless 
such Included Event is held in the Theater, in which case Licensor shall provide twelve (12) tickets for 
admission to another seating area in the Arena), the location of such seating area to be determined by 
Licensor in its sole discretion. Licensor shall not have any obligation to provide Licensee with tickets for 
admission to another seating area in the Arena pursuant to this Section 2.7 with respect to any Excluded 
Event (including, but not limited to, any Special Premium Event).   Licensee shall not have any other 
rights, and Licensor shall not have any obligations to Licensee, in connection with any obstruction or 
impairment of the view of any Event from the Suite. 

3. License Fees; Fee Adjustment; Security Deposit. 

 3.1 License Fees. 

  (a) As more fully set forth in the Addendum regarding Allocation of License 
Fees attached to this License Agreement, Licensee shall pay the license fees set forth in this Section 3.1 
(the “License Fees”) during the Term, without setoff or deduction, in accordance with the following 
schedule of installments: 

   (i) The License Fees for the first License Year shall be in the 
amount of ____________________ Dollars ($_______________) and shall be payable as follows: 

    (A)  5% of the Licensee Fees for the first License Year was 
previously paid upon execution of [the Letter Agreement][this License Agreement];  

 
    (B)  25% of the License Fees for the first License Year shall 

be paid on or before [six months after the payment in Section 3.1(a)(i)(A)];  
 
    (C)  25% of the License Fees for the first License Year shall 

be paid on or before [six months after the payment in Section 3.1(a)(i)(B)]; and  
 
    (D)  45% of the License Fees for the first License Year shall 

be paid on or before [six months after the payment in Section 3.1(a)(i)(C)]. 

  If Licensee executes this License Agreement subsequent to the dates upon which an 
installment of License Fees for the first License Year is due, Licensee shall pay, upon execution of this 
License Agreement, the total of the installments of License Fees that would have fallen due on or before 
the date of Licensee’s execution of this License Agreement. 
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   (ii) The License Fees for each subsequent License Year shall be 

increased by _____%, compounded annually (the “Adjustment Percentage”) and shall be payable in 
advance in two (2) equal installments, with each such installment due and payable on or before the March 
1 and September 1 immediately preceding the commencement of the License Year to which such 
installments relate. 

  (b) The License Fees include payment for Tickets to Included Events. 

  (c) Licensee acknowledges and agrees that it will pay the License Fees in 
accordance with the Addendum regarding Allocation of License Fees attached to this License Agreement. 

 3.2 Fee Adjustment.  In the event that during any License Year, an Additional 
Professional Team (defined below) plays all or substantially all of its home games at the Arena, Licensor 
may increase the License Fees (a “Fee Adjustment”) for such License Year and subsequent License Years 
with respect to such Additional Professional Team.  Licensee may elect, at its option, to pay the Fee 
Adjustment with respect to an Additional Professional Team, in which event each home game of such 
Additional Professional Team played in the Arena during the Term shall be an Included Event.  If 
Licensee elects not to pay the Fee Adjustment with respect to an Additional Professional Team, then 
Licensee shall not be entitled to use of the Suite for any game of such Additional Professional Team and 
Licensor may license the Suite to third parties for any or all games of such Additional Professional Team 
for Licensor’s sole benefit.  For the purposes of this License Agreement, the term “Additional 
Professional Team” means (a) a National Hockey League team; or (b) a NBA team in addition to the 
Nets.  The process for notifying Licensee that an Additional Professional Team will be playing its home 
games at the Arena, and providing Licensee the opportunity to pay the Fee Adjustment in accordance 
with this Section 3.2, shall be determined by Licensor in Licensor’s sole discretion. 

 3.3 Security Deposit.  Licensee shall pay a security deposit (the “Security Deposit”) 
in the amount of Twenty-Five Thousand Dollars ($25,000) contemporaneously with its payment of the 
last installment of the License Fees for the first License Year.  The Security Deposit shall be in addition to 
the payment of the License Fees and shall be held by Licensor without liability for interest as security for 
the faithful performance by Licensee of all of its obligations under this License Agreement.  Licensor 
may hold and commingle the Security Deposit in any account or accounts of Licensor.  If any of the 
License Fees or any other sum payable by Licensee to Licensor shall be overdue or paid by Licensor on 
behalf of Licensee, or if Licensee shall fail to perform any of its other obligations under this License 
Agreement, then Licensor may, at its option and without prejudice to any other remedy which Licensor 
may have on account thereof, appropriate and apply all or any portion of the Security Deposit as may be 
necessary to compensate Licensor for Licensee’s failure to pay the License Fees or any other amounts 
payable to Licensor under this License Agreement, or for loss or damage sustained by Licensor as a result 
of Licensee’s failure to otherwise perform its obligations under this License Agreement (as applicable), 
and Licensee shall immediately upon demand restore the Security Deposit to the original sum deposited.  
The Security Deposit shall be returned to Licensee within sixty (60) days following the end of the Term, 
subject to application thereof against any outstanding obligations of Licensee under this License 
Agreement. 

4. Suite Decor, Alterations; Title and Removal. 

 4.1 Decor; Alterations.  Licensor intends to have and maintain a specific color 
scheme and design for the Arena suites.  Licensee shall not make any additions to, changes or alterations 
in the interior or exterior of the Suite or the fixtures, furnishings and equipment or the decor thereof 
without first having submitted to Licensor a written request therefor, and having obtained the written 
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approval of Licensor, which approval may be withheld, granted or granted subject to satisfaction of 
conditions established by Licensor, in each instance in Licensor’s sole and absolute discretion.  Any 
additions, changes or alterations permitted to be made to the Suite shall be made at Licensee’s sole cost.  

 4.2 Title and Removal.  Title to the Arena and the Suite shall remain at all times with 
Licensor.  Licensee acknowledges that all furniture, fixtures and equipment provided or installed in the 
Suite prior to and after occupancy thereof by Licensee, including all improvements and appurtenances 
made or installed by Licensee during the Term (including but not limited to fixtures and built-in cabinets), 
are and shall remain the sole and exclusive property of Licensor.  Provided that Licensee is not in default 
of its obligations under this License Agreement, Licensee shall have the right, at its sole cost and expense, 
to remove all freestanding furniture and appurtenances supplied by Licensee upon the expiration of this 
License Agreement.  Licensor may treat any personal property remaining in the Suite after the expiration 
of the Term as abandoned, without liability to Licensee. 

 4.3 Contractors.  Any work required or permitted to be performed by Licensee in the 
Suite (including, but not limited to, any additions, changes and/or alterations and any removal thereof, 
and any repairs and restorations) shall be performed by contractors hired by Licensor, at the rates then 
being charged to Licensor for work routinely contracted by Licensor.  Licensee shall reimburse Licensor 
for the cost of such work within ten (10) days after written demand therefor.  Licensor shall have the right 
to require Licensee to deposit the estimated cost of such work prior to commencement thereof. 

5. General Limitations. 

 5.1 Access and Rules.  Licensor anticipates that Licensee and its officers, employees, 
guests, visitors and invitees shall have access to the Suite for a period of time beginning one and one half 
(1-1/2) hours before any Event for which Licensee holds Tickets and ending one (1) hour after the 
conclusion of such Event; provided, however, that Licensor does not guarantee the Suite will be available 
for Licensee’s use for any particular period of time before the commencement, or after the conclusion, of 
any Event and Licensee’s access to the Suite during such times shall be determined by Licensor in its sole 
discretion.  Licensor shall have the right to require identification and to issue identification cards, passes, 
stickers or tickets in order to identify and limit the number of persons within each Arena suite during any 
Event, and otherwise to control and limit access to any suite by suite licensees and their respective 
officers, employees, guests, visitors and invitees.  Licensee further agrees to observe all rules, regulations, 
policies and procedures, including modifications thereto, which may be adopted or administered by 
Licensor from time to time (i) regarding the purchase of Tickets and additional Suite tickets and the use of 
the Suite services, privileges and amenities, and (ii) for the protection of the Arena and the safety, security 
and convenience of the persons entitled to use of the same (the “Rules”).  In the event of any 
inconsistency between the Rules and the provisions of this License Agreement, this License Agreement 
shall control. 

 5.2 Conduct.  Licensee covenants and agrees that it shall not, nor permit its officers, 
agents, employees, invitees, visitors or guests to, carry or bring into the Arena food or beverages of any 
kind.  No food or beverages (alcoholic or non-alcoholic) may or shall be provided or consumed in the 
Suite unless such food or beverages have been obtained from or provided by Licensor or a concessionaire 
or caterer designated by Licensor, and Licensee shall promptly pay all bills for food, beverages and 
services (including gratuities) furnished, sold or rendered in the Suite and/or to Licensee in connection 
with its use of the Suite.  Licensee and its officers, agents, employees, invitees, visitors and guests shall at 
all times maintain proper decorum and abide by any code of conduct promulgated by the Licensor or the 
NBA (as determined by Licensor) while using the Suite.  Licensee shall not attach or display any signs, 
advertisements or notices in or around the Suite without the prior written consent of Licensor, which may 
be granted or withheld in Licensor’s sole discretion.  Use of movie cameras, camcorders and other video 
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or audio recording equipment by Licensee or its officers, agents, employees, invitees, visitors or guests is 
strictly prohibited, and Licensor and the respective employees and agents of Licensor reserve the right to 
confiscate any video or audio recording.  Licensee agrees that it and its officers, agents, employees, 
invitees, visitors and guests will, while in the Suite or within the Arena or on its grounds, honor and obey 
all Federal, state, local and other applicable laws, rules and regulations, including, but not limited to, 
those governing the sale, purchase, possession and consumption of alcoholic beverages. 

 5.3 Third Party Charges.  Licensee covenants and agrees to pay on a timely basis all 
charges and expenses relating to its use of the Suite owed to persons other than Licensor, including but 
not limited to telephone service charges not payable to Licensor.  Licensee shall be solely responsible for 
the payment of charges for goods and services furnished to Licensee or the Suite by the caterer, 
concessionaire or other purveyors of goods and services (in each case as designated by Licensor), and 
promptly shall pay to the caterer, concessionaire or such other purveyor all bills for food, alcoholic 
beverages and other items and services furnished or rendered by the caterer, concessionaire or such other 
purveyor, together with the applicable taxes billed, and any applicable charges for late payments. 

6. Suite Services.  During the Term, Licensor shall furnish to the Suite at its expense the 
following: 

 (a) Maintenance of the Suite and the appliances, fixtures, equipment and furniture 
included therein in good order and repair, subject to ordinary wear and tear; provided, however, that 
Licensee shall be responsible for any repairs or replacements beyond ordinary wear and tear, such repairs 
to be made at the direction of Licensor and at Licensee’s cost (as described below). 

 (b) Cleaning service, including vacuuming, removal of debris and general cleaning 
of space within a reasonable time after each Event during which Licensee uses the Suite.  Premium 
cleaning service and shampooing of the carpeting will be made available at an additional charge if 
requested by Licensee. 

Licensee shall pay for any damage or destruction to the Suite (including the cost of removing 
food and beverage stains) other than ordinary wear and tear, unless caused by Licensor, or its agents, 
employees or contractors.  Licensee shall also pay for any damage to the Arena caused by abuse or 
negligent or intentional acts or omissions of Licensee or its officers, agents, employees, invitees, visitors 
or guests, as reasonably determined by Licensor. 

7. Assignment. 

 7.1 Assignment.  Licensee agrees that, unless Licensee has obtained Licensor’s prior, 
written consent as provided in Section 7.2, it shall not alienate, mortgage, encumber, transfer, convey, 
sell, sublicense or otherwise assign (any such act being to “Assign” and to result in an “Assignment”) this 
License Agreement or any direct or indirect interest herein or arising hereunder; provided, however, that 
Licensee may distribute Tickets, and other tickets distributed to Licensee pursuant to this License 
Agreement, to its guests and invitees for use in the manner permitted herein.  For purposes of this License 
Agreement, a direct or indirect transfer of a controlling interest in the ownership interests of Licensee, or 
a merger or consolidation of Licensee where Licensee is not the surviving entity shall be deemed an 
Assignment of this License Agreement.  Licensee further agrees not to sell any tickets distributed to 
Licensee pursuant to this License Agreement (including, but not limited to, the Tickets) or any rights to 
admission to the Suite or otherwise permit any person to occupy the same for hire, it being expressly 
understood that the use of tickets distributed to Licensee pursuant to this License Agreement (including, 
but not limited to, the Tickets) and the Suite shall be solely and exclusively for the use, enjoyment and 
entertainment of Licensee and officers, employees, visitors, guests and invitees of Licensee.  Licensee 



  
 

S-8 

agrees not to solicit or accept any direct or indirect payment or income from any person or entity for the 
use and enjoyment of any tickets distributed to Licensee pursuant to this License Agreement (including, 
but not limited to, the Tickets) or the Suite.  The provisions of this Section 7 shall not prohibit Licensee 
from requiring its officers, employees, visitors, guests and invitees, pursuant to Licensee’s company or 
internal policy and procedure approved by Licensor, to pay or reimburse Licensee for the use of tickets 
distributed to Licensee pursuant to this License Agreement (including, but not limited to, the Tickets). 

 7.2 Consent.  Licensee hereby acknowledges that the identity of suite licensees is 
material to Licensor’s decision to enter into this License Agreement and its ability to operate, maintain 
and market the Arena and the suites.  Licensee may not Assign this License Agreement or any rights 
hereunder to any person or entity without the prior, written consent of Licensor, which may be granted or 
withheld in Licensor’s sole discretion.  If Licensor consents to the proposed Assignment, it shall not be 
effective until Licensor has received an instrument executed by the proposed assignee by which the 
proposed assignee agrees to be bound by each and every provision of this License Agreement, and an 
instrument of Assignment executed by Licensee, both in a form satisfactory to Licensor, in Licensor’s 
sole discretion.  No Assignment shall serve to release Licensee from its obligations under this License 
Agreement.  Any consent by Licensor to any Assignment by Licensee shall not be deemed to be a consent 
by Licensor to any further Assignment by Licensee. 

Any attempted Assignment of this License Agreement or any direct or indirect interest herein in 
contravention of this Section 7 shall be null and void, and further shall constitute a default in the 
performance and observance of Licensee’s duties and obligations under this License Agreement. 

8. Access to Suite.  Licensor and its employees, agents, and contractors shall have the right 
to enter the Suite at all times for the purposes of making inspections, cleaning, making repairs and 
replacements, determining compliance with the provisions of this License Agreement and for any purpose 
whatsoever relating to the safety, protection or preservation of the Arena and persons using the Arena.  If 
a representative of Licensee shall not be present at any time when such entry by Licensor is necessary or 
permitted hereunder, Licensor may enter by means of a master key, or forcibly in the case of an 
emergency, without liability to Licensor.  Licensee shall not change the locks to the Suite or add any 
additional locks, or otherwise restrict or impede Licensor’s rights of access to the Suite. 

9. Insurance; Subrogation Waivers. 

 9.1 Contents Insurance.  Licensor shall have no obligation to maintain during the 
Term any insurance providing coverage for any of Licensee’s personal property or improvements which 
may be installed by Licensee within the Suite.  All personal property of Licensee and improvements 
installed or located within the Suite by Licensee shall be at Licensee’s sole risk.  If Licensee desires to 
carry insurance in respect of such personal property or improvements, Licensee shall obtain such 
coverage at Licensee’s sole cost and expense. 

 9.2 Liability Insurance.  Licensee shall maintain throughout the Term, at its sole cost 
and expense, commercial general liability insurance, on an occurrence basis, insuring against claims for 
bodily injury, death, property damage, and personal injury occurring upon, in, or about the Suite, the 
Arena and the Parking Facility, inclusive of common areas and passageways.  Such insurance is to be 
effective at all times throughout the Term with limits of not less than Five Million Dollars ($5,000,000) 
per occurrence and general aggregate.  Such insurance shall include coverage for products and completed 
operations, premises liability, liquor liability, fire legal liability, and medical payments.  Such insurance 
occurrence limits may be satisfied by a combination of at least a One Million Dollar ($1,000,000) primary 
liability policy and excess liability policies.  Such insurance aggregate limits may be satisfied by a Two 
Million Dollar ($2,000,000) aggregate per location and a Three Million Dollar ($3,000,000) excess 
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aggregate.  Brooklyn Arena, LLC, the Nets, each Additional Professional Team (if applicable), their 
respective subsidiaries, affiliates, and designees, and such other persons designated in a written notice 
given by Licensor to Licensee any time or from time to time during the Term, shall be named as 
additional insureds on Licensee’s commercial general liability policy. 

 9.3 Waivers of Subrogation.  Licensor hereby waives all rights of recovery against 
Licensee, its officers, employees, agents, guests, visitors and invitees for or arising out of damages to or 
destruction of the Arena and any other property and improvements of Licensor from causes then included 
under the property and casualty coverage insurance policies covering the Arena, to the extent that such 
insurance policies permit such waiver.  Licensee hereby waives all rights of recovery against Licensor for 
or arising out of damage to or destruction of any property of Licensee located within the Suite and the 
Arena from causes then included under Licensee’s property and casualty coverage insurance policies, if 
any, to the extent that such insurance policies permit such waiver. 

 9.4 Insurance Policy Requirements.  All policies of insurance which this License 
Agreement requires the Licensee to carry and maintain shall be effected under valid and enforceable 
policies issued by insurers authorized to do business in New York having at least an AM Best rating of 
“AX” or greater (each a “Qualified Insurer”).  Such insurance requirements may be satisfied by a blanket 
or master insurance program.  Licensee’s insurance shall be primary and non-contributing to any 
insurance maintained by Licensor.  Licensee shall provide valid certificates of insurance to Licensor prior 
to the Commencement Date and within fifteen (15) days of expiration of any existing insurance policies.  
Licensor may, in its reasonable discretion, from time to time, increase or change the insurance 
requirements set forth in this Section 9 upon forty-five (45) days written notice to Licensee. 

 9.5 Licensor’s Right to Procure Insurance.  If Licensee cannot satisfy the insurance 
requirements set forth in this Section 9 at any time during the Term, or Licensor is not in receipt of such 
evidence of insurance in accordance with the requirements of this Section, upon ten (10) days written 
notice to Licensee, Licensor reserves the right to procure the necessary insurance and charge the Licensee 
the applicable cost of such insurance throughout the Term. 

10. Damage or Destruction. 

 10.1 Repair; Abatement.  If following commencement of the Term there occurs any 
damage or destruction to the Arena or the Suite of such a nature that prevents the holding of Included 
Events or prevents the use of the Suite by Licensee during Included Events, Licensor may, at its sole 
election, cause the damage to be repaired and the Arena and/or the Suite to be restored to a condition 
substantially similar to its condition prior to such occurrence (except that Licensee shall be responsible 
for the cost of restoring any improvements made by Licensee under Section 4).  In such event, and unless 
a comparable suite is provided to Licensee, the License Fees shall be equitably abated, as determined by 
Licensor in its reasonable discretion, for the period of time commencing on the date which is fifteen (15) 
days after the date of such damage or destruction and continuing until the Arena and/or the Suite (as 
applicable) is useable (provided that the License Fees shall not be adjusted if the destruction or damage 
was caused by any act or omission of Licensee or its officers, agents, employees, invitees, guests or 
visitors).  Any License Fees which are abated pursuant to the preceding sentence shall be credited against 
any installment of License Fees next falling due, provided that Licensee shall not be obligated to pay any 
further License Fees until such use of the Suite by Licensee has been restored.  Licensor shall not have 
any obligation to repair or replace any furniture or other property kept or placed in the Suite by Licensee. 

 10.2 Termination.  In the event that Licensor elects not to repair or restore the Arena 
or the Suite, or both, as the case may be, this License Agreement shall terminate as of the date of the 
occurrence of such damage or destruction, and all unearned License Fees, as determined by Licensor in its 



  
 

S-10 

reasonable discretion, shall be refunded to Licensee (provided such unearned License Fees shall not be 
refunded if the destruction or damage was caused by any act or omission of Licensee or its officers, 
agents, employees, invitees, visitors or guests), and except with respect to the return of the Security 
Deposit, which shall be governed by the provisions of Section 3.3 of this License Agreement, thereafter 
neither party shall be under any further liability to the other hereunder. 

11. Force Majeure; Nonoccurrence of Events.  Licensor shall be excused from performance 
under this License Agreement, and shall not be liable to Licensee in any respect, if any Event is 
postponed, cancelled, or otherwise prevented, or if Licensor is otherwise unable to perform any of its 
obligations under this License Agreement, as the result of acts of God, weather, civil commotion, war, 
terrorism, threats of terrorism, repairs, litigation, labor controversies, accidents, inability to obtain fuel or 
supplies, or other causes beyond the reasonable control of Licensor.  This License Agreement shall not 
operate as or constitute any warranty, representation, covenant or guarantee by Licensor that any number 
of Events or particular event, sports team or individual group shall occur, play or appear at the Arena 
during the Term. 

12. Liability; Risks Assumed. 

 12.1 Liability.  Licensor shall not be liable or responsible for injury to any person or 
damage to any property occurring in or around the Arena or the Parking Facility resulting directly or 
indirectly from (i) any existing or future condition, defect, matter or thing therein or from equipment or 
appurtenances being or becoming out of repair (unless due to the gross negligence or willful misconduct 
of Licensor), or (ii) any act or omission of any tenant, occupant, visitor, invitee or guest in the Arena.  If 
any damage occurs to the Arena, the Suite or the Parking Facility resulting from any act or omission of 
Licensee, its officers, employees, agents, guests, visitors or invitees, or any property supplied by Licensor 
is removed from the Suite, Licensor shall repair such damage or replace such property, and Licensee shall 
reimburse Licensor promptly for all costs of making such repairs or replacements.  All property in the 
Suite, the Arena, or the Parking Facility belonging to Licensee, its officers, employees, agents, guests, 
visitors or invitees shall be at the sole risk of Licensee, its officers, employees, agents, guests, visitors or 
invitees.  Licensor shall not be liable for damage thereto or theft, vandalism or loss thereof. 

 12.2 Risks Assumed.  Licensee and its officers, agents, employees, guests, visitors and 
invitees hereby assume all risks and danger incidental to the game of basketball, hockey, any other game 
or sport, and to Events generally, whether occurring prior to, during or subsequent to, the actual playing 
of the game or sport or conducting of the Event, including specifically (but not exclusively) the danger of 
being injured by balls, pucks, sticks or other objects, and agree that Licensor and its affiliates, any sports 
league, the Nets, any Additional Professional Team (if applicable), any other sports teams playing at the 
Arena, the opposing teams and their agents and players, any Promoter, referees, mascots, cheerleaders, 
dancers and other individuals producing, performing, or participating in Events are not liable for injuries 
from such causes. 

13. Indemnification.  Licensee shall indemnify, hold harmless and defend Licensor, the Nets, 
any Additional Professional Team (if applicable), any Promoter, their affiliates, and their respective 
directors, officers, partners, members, employees, and agents from and against any and all liabilities, 
losses, damages, claims, costs, demands and expenses (including reasonable attorneys’ fees) of any kind 
asserted by or on behalf of any person arising out of the use or occupancy of the Suite, the Arena or the 
Parking Facility by Licensee in contravention of the provisions of this License Agreement, or the 
negligent or wrongful acts or omissions or willful misconduct on the part of Licensee, its officers, 
employees, agents, guests, visitors or invitees. 
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14. Default; Remedies. 

 14.1 Default.  The occurrence of any of the following shall constitute a default under 
this License Agreement by Licensee: 

  (a) The failure by Licensee to pay when due any installment of the License 
Fees; 

  (b) The failure by Licensee to pay when due, or within thirty (30) days 
thereafter, any amounts, fees, interest or charges payable hereunder, other than the License Fees, for or 
arising from the use of, the Suite or the services, privileges or amenities associated therewith, whether 
payable to Licensor or other parties; 

  (c) A breach by Licensee of the provisions of Section 7 of this License 
Agreement; 

  (d) The failure of Licensee to observe the Rules or any conduct by Licensee 
which causes material damage or injury to Licensor, the Suite, the Arena or a third party; 

  (e) The making by Licensee of an assignment for the benefit of creditors; an 
adjudication that Licensee is bankrupt, insolvent or unable to pay its debts as they mature; the filing by or 
against Licensee of a petition to have Licensee adjudged bankrupt, or a petition for reorganization or 
arrangement under any law relating to bankruptcy unless, in the case of a petition filed against the 
Licensee, the case is dismissed within sixty (60) days after the filing thereof; the appointment of a trustee 
or receiver to take possession of substantially all of Licensee’s assets or Licensee’s interests in this 
License Agreement; or an attachment, execution or levy against substantially all of Licensee’s interest in 
this License Agreement; or 

  (f) The failure by Licensee to observe and perform any other term, 
provision, condition or covenant of this License Agreement to be observed or performed by Licensee, 
where such failure continues for thirty (30) days after written notice thereof from Licensor to Licensee. 

 14.2 Remedies.  In the event of any default under this License Agreement by 
Licensee, Licensor, at its option, may do separately or collectively any one or more of the following: 

  (a) Terminate this License Agreement by giving written notice of 
termination to Licensee, whereupon this License Agreement shall terminate and all rights, licenses and 
privileges of Licensee under this License Agreement shall be deemed revoked.  Upon such termination, 
(i) Licensee shall not be entitled to a refund of any License Fees or other amounts paid hereunder and 
shall remain liable for the payment of any remaining scheduled License Fees as they become due and any 
delinquent License Fees or charges which have not been paid at the time of termination; and (ii) Licensor 
shall have the right, but not the obligation, to relicense the Suite to another person or entity.  In no event 
shall Licensor be obligated to relicense the Suite to another if other suites are available for license; 

  (b) Deny Licensee admission to the Arena and the use of the Suite (including 
changing the door locks to the Suite), notwithstanding prior distribution of Tickets to Licensee, and 
withhold distribution of Tickets (or any then undistributed portion thereof); 
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  (c) Remove and store Licensee’s property and personal belongings, for 
which Licensor may not be held liable but may charge Licensee a removal fee and/or a storage fee 
(provided, however, that Licensor shall have no obligation to store Licensee’s property and personal 
belongings); 

  (d) Apply the Security Deposit; and 

  (e) Pursue any right or remedy available to Licensor at law or in equity or 
hereunder. 

 The foregoing remedies of Licensor shall be cumulative, and Licensor’s exercise of any 
remedy or remedies set forth herein shall not preclude its exercise of any other right or remedy set forth 
herein or any other right or remedy lawfully available to Licensor.  No waiver by Licensor of any default 
by Licensee hereunder shall be construed to be a waiver or release of any other or subsequent default by 
Licensee hereunder, and no failure or delay by Licensor in the exercise of any remedy provided for herein 
shall operate as or be construed to constitute a forfeiture or waiver thereof or of any other right or remedy 
lawfully available to Licensor. 

15. Interest.  Licensee agrees that in the event Licensee fails to pay any License Fees or other 
fees or charges when due, interest shall accrue from the date due until paid, at the rate of 1.5% per month 
(or the maximum rate then permitted by law, if less) on the amount of the payment past due, calculated on 
a simple interest basis for the actual number of days past due.  Any amount payable under this License 
Agreement which is not paid when due shall not be considered paid until the interest charged thereon is 
paid. 

16. Notices.  Any notice, bill, statement or other communication required or permitted to be 
given hereunder shall be in writing (except where otherwise expressly provided in this License 
Agreement) and shall be delivered by a nationally recognized overnight courier service providing a 
receipt, or by hand delivery or by the United States mail, registered or certified, and shall be addressed as 
follows: 

If to Licensor: 

Brooklyn Arena, LLC 
c/o Nets Sports and Entertainment, LLC 
390 Murray Hill Parkway 
East Rutherford, New Jersey 07073 
Attn:  Chief Executive Officer & General Counsel 

with a copy to: 

Forest City Ratner Companies 
One MetroTech Center North 
Brooklyn, NY 11201 
Attn:  General Counsel 

If to Licensee: 

_____________________________ 
_____________________________ 
_____________________________ 
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All written notices, bills or statements or other communications under this License Agreement shall be 
deemed delivered:  (i) when actually received (or when delivery is refused) if personally delivered by 
hand or by reputable courier service; (ii) three Business Days after deposit in the U.S. Mail postage 
prepaid, certified mail return receipt requested, and in each case properly addressed as set forth above.  
Each party may change the address to which such notices, bills or statements may be sent only by at least 
ten (10) days’ written notice given to the other party. 

17. Surrender.  Unless otherwise provided by Section 4.2, upon expiration of the Term, 
Licensee shall surrender possession of the Suite to Licensor in its condition at the time of original 
occupancy by Licensee, normal wear and tear excepted.  Any keys, identification cards and other items 
provided by Licensor to Licensee in connection with the licensing of the Suite and the use of a Parking 
Space shall also be returned to Licensor at such time. 

18. Miscellaneous. 

 (a) This License Agreement shall be binding upon and inure to the benefit of 
Licensor and its successors and assigns, and Licensee and its permitted successors and assigns, as the case 
may be, subject, however, to the provisions of Section 7, limiting Licensee’s right of Assignment of this 
License Agreement and the rights and privileges hereunder.  For the purposes of this License 
Agreement:  (a) the term “Licensor” shall mean the Licensor described in the preamble of this License 
Agreement, together with its successors and assigns, including any manager or operator of the Arena of 
the suites to which Licensor may Assign its rights and obligations hereunder; and (b) the term “Licensee” 
shall mean the Licensee described in the preamble of this License Agreement, together with its permitted 
successors and assigns. 

 (b) The term Licensee shall be deemed and in all cases shall be construed to mean 
the masculine, feminine, neuter, and either singular or plural, as may be appropriate. 

 (c) Licensor may Assign its rights under this License Agreement, or any payments, 
revenues or other benefits receivable by Licensor hereunder, or both to any person or entity without the 
consent of Licensee. 

 (d) This License Agreement shall be subject and subordinate to any superior lease, 
ground lease or similar agreement, including any modifications, extensions, renewals or replacements 
thereof, which encumbers the Arena or the land upon which the Arena is constructed, whether nor or 
hereafter in existence (each, a “Ground Lease”).  This License Agreement shall also, at the option of any 
person to whom Licensor grants any security interest in respect of the Arena, whether designated as a 
mortgagee or other secured party, be subject and subordinate or superior to any mortgage or other security 
interest now or hereafter encumbering the Arena or any part or parts thereof and to any mortgage now or 
hereafter encumbering Licensor’s interest in the Arena and/or the land upon which the Arena is situate, 
and to any and all advances to be made thereunder, interest thereon, and all modifications, renewals, 
replacements and extensions thereof.  In the event that proceedings are brought for the foreclosure of, or 
in the event of a deed in lieu of foreclosure or the exercise of the power of sale under any such mortgage, 
or if the ground lessor or other party to a Ground Lease other than Licensor (the “Ground Lessor”) shall 
terminate the Ground Lease, then Licensee shall attorn to and recognize the purchaser upon any such 
foreclosure, deed in lieu of foreclosure or sale, or the Ground Lessor upon such termination of the Ground 
Lease, and shall execute a written instrument confirming such attornment upon request of such purchaser 
or Ground Lessor (as applicable).  Licensee shall provide all confirmations and/or acknowledgements, 
including estoppel certificates, reasonably requested by Licensor or its mortgagee or other secured party, 
or the Ground Lessor, within fifteen (15) days after request therefor. 
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 (e) Licensee agrees that it will hold the terms and conditions of this License 
Agreement in strict confidence and shall not make any disclosure, publicly or privately, of the terms and 
conditions hereof, other than as agreed in writing by the Licensor, and except as otherwise required by 
law, in response to a subpoena or to enforce its rights hereunder.  Notwithstanding the foregoing, 
Licensee may disclose the terms of this License Agreement to Licensee’s counsel in connection with the 
negotiation of this License Agreement. 

 (f) This License Agreement, together with the Exhibits and the Addendum, if any, 
attached hereto, contains the complete agreement of Licensor and Licensee with respect to the matters 
provided for herein and supersedes any written agreement or oral understanding previously made or 
entered into by Licensor and Licensee relating to the Suite [(including, without limitation, the Letter 
Agreement)].  No statements, assurances, descriptions or promises made or given to Licensee by any 
person shall be binding upon Licensor unless expressly contained in this License Agreement or in the 
Exhibits or Addendum, if any, attached hereto. 

 (g) If any provision of this License Agreement shall for any reason be held to be 
invalid or unenforceable, such invalidity or unenforceability shall not affect any other provision hereof, 
and this License Agreement shall be construed as if such invalid or unenforceable provisions were 
omitted. 

 (h) If after the date hereof there shall be enacted by the Borough of Brooklyn, the 
City or State of New York, the United States of America or any political subdivision of any of the 
foregoing, a tax on rentals or license fees or other gross income, whether expressed as such or as a sales, 
franchise, use or occupation tax, so long as the same has the effect of constituting a tax imposed on and/or 
collectible by a party in receipt of rents or other gross income, which tax is applicable to and measured by 
the License Fees payable hereunder, then in such event Licensee shall pay, in addition to the License Fees 
payable hereunder, an amount equal to the taxes so assessed upon or collectible by Licensor. 

19. Administrative Matters.  Licensee shall provide to Licensor, upon Licensor’s request, the 
following information: 

 (a) The name and address of the person to whom all tickets, passes or coupons for 
Events, and badges, passes tickets and other identifying materials shall be sent; and 

 (b) Unless Licensee is a natural person, the name and address of the person who is 
authorized to receive notices sent to Licensee and generally bind Licensee with respect to all matters 
relating to the Suite and this License Agreement. 

Licensor may from time to time provide a form on which Licensee shall provide such information, and 
Licensee shall in any event notify Licensor in writing of any changes in such information. 

[The Remainder of this Page is Intentionally Left Blank] 
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IN WITNESS WHEREOF, Licensor and Licensee have entered into this License Agreement as of 
the day and year first written above. 

Licensor: 

BROOKLYN ARENA, LLC 

By:   Nets Sports and Entertainment, LLC 

By: _______________________________ 
Brett D. Yormark, 
Chief Executive Officer 

Licensee: 

____________________________________ 

By: _________________________________ 
 

Name: ______________________________ 
 

Title: ______________________________ 
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ADDENDUM 

SUITE LICENSE AGREEMENT 

ARENA CONSTRUCTION PROVISIONS 

This Addendum is attached to and made a part of that certain Suite License Agreement, dated 
__________________, 20___ (the “License Agreement”), by and between Brooklyn Arena, LLC and 
____________________.  The purpose of this Addendum is to set forth certain additional provisions with 
respect to the Licensee’s license of the Suite during the construction of the Arena as if fully set forth in 
the License Agreement.  In the event of a conflict between the terms of the License Agreement and the 
terms of this Addendum, the terms of this Addendum shall govern and prevail.  Capitalized words and 
phrases used in this Addendum shall have the same meaning as ascribed to them in the License 
Agreement, unless otherwise defined in this Addendum. 

1. Date Adjustment.  Licensee acknowledges that construction of the Arena is not 
guaranteed.  Notwithstanding anything to the contrary in the License Agreement, in the event that the 
Commencement Date does not occur on October 1st of any year, for any reason, the length of the first 
License Year shall be adjusted (i.e., either increased to more than twelve (12) months or decreased to less 
than twelve (12) months), as determined by Licensor in its reasonable discretion.  In such event, the 
License Fees payable in connection with the first License Year shall be adjusted, as determined by 
Licensor in its reasonable discretion. 

2. Location of Suite.  Notwithstanding anything to the contrary in the License Agreement, 
Licensee acknowledges and agrees that the Arena has not yet been constructed and that the actual location 
and size of the Suite, the identification number of the Suite and the number of the suites at the Arena, may 
vary from that set forth on the diagram attached hereto as Exhibit A. 

3. Construction.  Except as provided in Section 1 of this Addendum, Licensee shall not be 
entitled to any remedy or relief, whether by way of damages, credit, rebate, off-set, deferral, reduction or 
abatement of any amounts payable under the License Agreement, including the License Fees, or to any 
relief from its obligations under the License Agreement, by reason of the Arena not being constructed. 
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IN WITNESS WHEREOF, Licensee has executed this Addendum as of ____________, 20___ to 
acknowledge its agreement to the terms hereof. 

Licensee: 

____________________________________ 

By: ______________________________ 
 

Name: ______________________________ 
 

Title: ______________________________ 
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ADDENDUM 

SUITE LICENSE AGREEMENT 

ALLOCATION OF LICENSE FEES 

This Addendum is attached to and made a part of that certain Suite License Agreement, dated 
_____________, 20___ (the “License Agreement”), by and between Brooklyn Arena, LLC and 
________________.  Capitalized words and phrases used in this Addendum shall have the same meaning 
as ascribed to them in the License Agreement, unless otherwise defined in this Addendum. 

1. Acknowledgement of Allocation.  Licensee hereby acknowledges that a portion of the 
License Fees to be paid by Licensee (“NJ Basketball’s Payment”) is allocable to New Jersey Basketball, 
LLC, the owner of the NBA team which presently is known as the New Jersey Nets (together with its 
successors and assigns, “NJ Basketball”), and the remainder of the License Fees is allocable to Licensor 
(“Licensor’s Payment”). 

2. Notice of Allocation.  Prior to the Commencement Date, Licensor and NJ Basketball 
shall deliver to Licensee a written notice, substantially in the form of Exhibit 1, setting forth the agreed 
upon allocation of License Fees (the “Notice of Allocation”).  Until such time as Licensee receives the 
Notice of Allocation, Licensee shall pay all License Fees to Licensor. 

3. Direct Payment. 

(a) Upon receipt of the Notice of Allocation, Licensee agrees that it will timely pay, 
on the dates set forth in Section 3.1 of the License Agreement, NJ Basketball’s Payment directly to NJ 
Basketball at the following address: 

_____________________________ 
_____________________________ 
_____________________________ 

If Licensee pays NJ Basketball’s Payment by check, such check shall be made payable to New Jersey 
Basketball, LLC.  NJ Basketball may change the address to which NJ Basketball’s Payment is paid, or 
the entity to which NJ Basketball’s Payment is made, by delivering written notice to Licensor and 
Licensee in accordance with the provisions of Section 16 of the License Agreement. 

(b)  Upon receipt of the Notice of Allocation, Licensee agrees that it will timely pay, on the 
dates set forth in Section 3.1 of the License Agreement, Licensor’s Payment directly to Licensor 
at the following address:  

_____________________________ 
_____________________________ 
_____________________________ 

If Licensee pays Licensor’s Payment by check, such check shall be made payable to Brooklyn Arena, 
LLC.  Licensor may change the address to which Licensor’s Payment is paid, or the entity to which 
Licensor’s Payment is made, by delivering written notice to NJ Basketball and Licensee in accordance 
with the provisions of Section 16 of the License Agreement. 
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4. Future Reallocations.  Licensor and NJ Basketball reserve the right to reallocate the 
License Fees between themselves at any time, and from time to time.  Such reallocation(s) will be made 
pursuant to one or more joint, written notices from Licensor and NJ Basketball to Licensee (each, a 
“Notice of Reallocation”).  In addition, Licensee acknowledges if an Additional Professional Team begins 
playing in the Arena, and Licensee elects to pay the Fee Adjustment pursuant to Section 3.2, a Notice of 
Reallocation may be sent reallocating the License Fees.  Upon receipt of any Notice of Reallocation, 
Licensee agrees that it will pay the License Fees in accordance with the allocations set forth in such 
Notice of Reallocation. 

 
[The Remainder of this Page is Intentionally Left Blank] 
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IN WITNESS WHEREOF, Licensee, Licensor and NJ Basketball have executed this Addendum 
as of _______________, 20___ to acknowledge their agreement to the terms hereof. 

Licensee: 

____________________________________ 

By: _________________________________ 
 
Name: _______________________________ 
 
Title: _______________________________ 
 

Licensor: 

BROOKLYN ARENA, LLC 

By:   Nets Sports and Entertainment, LLC 

By: _______________________________ 
Brett D. Yormark, 
Chief Executive Officer 

NJ Basketball: 

NEW JERSEY BASKETBALL, LLC 

By: Brooklyn Basketball, LLC 
 

By:   Nets Sports and Entertainment, LLC 
 

By: ______________________________ 
Brett D. Yormark, 
Chief Executive Officer 
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EXHIBIT 1 

Form of Notice of Allocation 

BROOKLYN ARENA, LLC 
NJ BASKETBALL, LLC 

________________________ 
________________________ 

___________________, 20___ 

Via ______________________ 

___________________________ 
___________________________ 
___________________________ 
Attn: ______________________ 

Re: Notice of Allocation 

Reference is made to that certain Suite License Agreement, dated ______________, 20___ (the “License 
Agreement”), by and between Brooklyn Arena, LLC (together with its successors and assigns, 
“Licensor”) and ___________________ (“Licensee”).  This letter constitutes the “Notice of Allocation” 
referenced in Section 2 of the Addendum Regarding Allocation of License Fees (the “Fee Addendum”), 
executed by Licensor, Licensee and New Jersey Basketball, LLC (together with its successors and 
assigns, “NJ Basketball”) and attached to the License Agreement.  Capitalized words and phrases used in 
this Notice of Allocation shall have the same meaning as ascribed to them in the License Agreement, 
unless otherwise defined in this Notice of Allocation. 

As described in the Fee Addendum, a portion of the License Fees is allocable to NJ Basketball (“NJ 
Basketball’s Payment”) and the remainder of the License Fees is allocable to Licensor (“Licensor’s 
Payment”). Licensor and NJ Basketball hereby notify Licensee that the initial allocation of the License 
Fees between NJ Basketball’s Payment and Licensor’s Payment is as follows: 
 
Payment Date: Payment to 

New Jersey Basketball, LLC: 
Payment to 
Brooklyn Arena, LLC: 

Execution of [Letter 
Agreement] [License 
Agreement]: 

$_______________________ $_______________________ 

[NOTE:  Semi-annual 
payment dates to be 
inserted into this letter 
springing from the 
date of full execution 
of the License 
Agreement.] 

$_______________________ $_______________________ 

 $_______________________ $_______________________ 
 $_______________________ $_______________________ 
 $_______________________ $_______________________ 
 $_______________________ $_______________________ 
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 $_______________________ $_______________________ 
 $_______________________ $_______________________ 
 $_______________________ $_______________________ 
 $_______________________ $_______________________ 
 $_______________________ $_______________________ 
 $_______________________ $_______________________ 
 $_______________________ $_______________________ 
 
Pursuant to the Fee Addendum, all License Fees paid by Licensee prior to the date hereof were made 
directly to Licensor.  Licensor and NJ Basketball have already allocated such payments of the License 
Fees between Licensor’s Payment and NJ Basketball’s Payment.  Therefore, Licensee is not obligated to 
repay such payments of the License Fees. 

With respect to payments of License Fees made on or after the date hereof, Licensee agrees that it will 
timely pay, on the dates set forth in Section 3.1 of the License Agreement and Section 1 herein, NJ 
Basketball’s Payment directly to NJ Basketball at the following address: 

_____________________________ 
_____________________________ 
_____________________________ 

If Licensee pays NJ Basketball’s Payment by check, such check shall be made payable to New Jersey 
Basketball, LLC.  NJ Basketball may change the address to which NJ Basketball’s Payment is paid, or 
the entity to which NJ Basketball’s Payment is made, by delivering written notice to Licensor and 
Licensee in accordance with the provisions of Section 16 of the License Agreement. 

With respect to payments of License Fees made on or after the date hereof, Licensee agrees that it will 
timely pay, on the dates set forth in Section 3.1 of the License Agreement and Section 1 herein, 
Licensor’s Payment directly to Licensor at the following address: 

_____________________________ 
_____________________________ 
_____________________________ 

If Licensee pays Licensor’s Payment by check, such check shall be made payable to Brooklyn Arena, 
LLC.  Licensor may change the address to which Licensor’s Payment is paid, or the entity to which 
Licensor’s Payment is made, by delivering written notice to NJ Basketball and Licensee in accordance 
with the provisions of Section 16 of the License Agreement. 
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Please note, the License Fees may be reallocated at any time, and from time to time, pursuant to Section 4 
of the Fee Addendum.  If you have any questions regarding this Notice of Allocation, please call (____) 
_____________. 

Sincerely, 

BROOKLYN ARENA, LLC 

By:   Nets Sports and Entertainment, LLC 

By: _______________________________ 
Brett D. Yormark, 
Chief Executive Officer 

NEW JERSEY BASKETBALL, LLC 

By: Brooklyn Basketball, LLC 

By:   Nets Sports and Entertainment, LLC 

By: ______________________________ 
Brett D. Yormark, 
Chief Executive Officer 
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EXHIBIT A 

SUITE LICENSE AGREEMENT 

DIAGRAM OF 
APPROXIMATE LOCATION OF SUITE 

[Attached] 
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EXHIBIT B 

SUITE LICENSE AGREEMENT 

ARENA SUITE AMENITIES 

In addition to any other amenities which Licensor, in its sole discretion, may from time to time provide to 
Licensee, it is contemplated, but not guaranteed, that Licensee shall receive the following amenities 
during the Term in connection with the use of the Suite: 

  One (1) parking pass to use a Parking Space in accordance with the terms of Section 2.5 of the 
License Agreement 

  Access to exclusive concourse level 
  Access to exclusive entrance with elevators 
  Access to exclusive restaurant and lounge 
  Catered dining and Suite attendant service 
  One or more flat screen high definition televisions 
  A refrigerator 
  The ability to utilize the Suite during non-event times subject to the prior, written approval of 

Licensor and based on availability 
  Exclusive business-to-business network events for all suite holders 
  Dedicated Premium Services Department 
  A telephone with internal and external access (connection and local service at Licensor’s expense, 

long distance and any other services at Licensee’s expense 
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APPENDIX T 

SUMMARY OF THE ARENACO OPERATING AGREEMENT 

The following is a brief summary of certain provisions of the ArenaCo Operating Agreement.  
This summary does not purport to be comprehensive or complete, and reference is made to the ArenaCo 
Operating Agreement for full and complete statements of such and all provisions.  All capitalized terms 
used herein and not otherwise defined herein shall have the meanings assigned thereto in APPENDIX C � 
�CERTAIN DEFINITIONS.� 

Definitions 

�Act� means the Delaware Limited Liability Company Act, 6 Del.C. § 18-101 et seq. (as 
amended from time to time). 

�Affiliate� means, as to any Person, any other Person which, directly or indirectly, is in control 
of, is controlled by, or is under common control with, such Person. 

�Arena� means the arena constructed in the Atlantic Terminal area of Brooklyn, New York, to be 
used as the home venue of the New Jersey Nets professional basketball team and as a venue for other 
entertainment, cultural, sporting and civic events. 

�Arena Lease� means the Agreement of Arena Lease by and between the Issuer, as landlord, and 
ArenaCo, as tenant, as amended, modified or supplemented from time to time. 

�Bankruptcy� means, with respect to any Person, (A) if such Person (i) makes an assignment for 
the benefit of creditors; (ii) files a voluntary petition in bankruptcy; (iii) is adjudged a bankrupt or 
insolvent, or has entered against it an order for relief, in any bankruptcy or insolvency proceedings; (iv) 
files a petition or answer seeking for itself any reorganization, arrangement, composition, readjustment, 
liquidation or similar relief under any statute, law or regulation; (v) files an answer or other pleading 
admitting or failing to contest the material allegations of a petition filed against it in any proceeding of 
this nature; or (vi) seeks, consents to or acquiesces in the appointment of a trustee, receiver or liquidator 
of the Person or of all or any substantial part of its properties or (B) if one hundred twenty (120) days 
after the commencement of any proceeding against the Person seeking reorganization, arrangement, 
composition, readjustment, liquidation or similar relief under any statute, law or regulation, if the 
proceeding has not been dismissed, or if within ninety (90) days after the appointment without such 
Person�s consent or acquiescence of a trustee, receiver or liquidator of such Person or of all or any 
substantial part of its properties, the appointment is not vacated or stayed, or within ninety (90) days after 
the expiration of any such stay, the appointment is not vacated.  The foregoing definition of �Bankruptcy� 
is intended to replace and shall supersede and replace the definition of �Bankruptcy� set forth in Sections 
18-101(1) and 18-304 of the Act. 

�Base Rent� shall have the meaning given to such term in the Arena Lease. 

�City� means The City of New York. 
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�Distribution Threshold Amount� means the amount set forth on the table below for the 
immediately subsequent Operating Year: 

Operating Year Ending  Distribution Threshold Amount ($) 

6/30/2012  9,777,544  
6/30/2013  53,687,508  
6/30/2014  50,323,833  
6/30/2015  51,654,558  
6/30/2016  52,803,361  
6/30/2017  53,261,963  
6/30/2018  54,549,073  
6/30/2019  55,686,383  
6/30/2020  56,966,568  
6/30/2021  58,267,131  
6/30/2022  59,602,601  
6/30/2023  60,972,841  
6/30/2024  62,367,621  
6/30/2025  63,707,761  
6/30/2026  65,195,281  
6/30/2027  66,642,781  
6/30/2028  68,188,061  
6/30/2029  69,772,221  
6/30/2030  71,394,941  
6/30/2031  73,060,871  
6/30/2032  74,758,983  
6/30/2033  76,411,477  
6/30/2034  78,080,251  
6/30/2035  79,929,503  
6/30/2036  81,799,762  
6/30/2037  83,729,778  
6/30/2038  85,628,414  
6/30/2039  87,129,677  
6/30/2040  86,368,502  
6/30/2041  84,239,674  
6/30/2042  82,000,327  
6/30/2043  79,620,998  
6/30/2044  77,021,971  
6/30/2045  74,203,017  
6/30/2046  71,140,243  
6/30/2047  67,834,822  

�ESDC� means the New York State Urban Development Corporation d/b/a/ Empire State 
Development Corporation. 

�Independent Manager� means a Person, appointed by the Sole Member in the Sole Member�s 
sole and absolute discretion, who shall (i) not have at any time prior to, or during the term of, his or her 
appointment an economic interest in ArenaCo of any type and (ii) not be at the time of his or her 
appointment, or during the term of his or her appointment or at any time during the five (5) years 
preceding his or her appointment (A) a direct or indirect legal or beneficial owner of ArenaCo or any of 
its Affiliates (other than his or her service as an Independent Manager of ArenaCo); (B) a creditor, 
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supplier, employee, officer, director, family member, manager or contractor of ArenaCo or any of its 
Affiliates; or (C) a Person who controls (whether directly, indirectly or otherwise) ArenaCo or any of its 
Affiliates or any creditor, supplier, employee, officer, director, manager or contractor of ArenaCo or any 
of its Affiliates. 

�Issuer� means Brooklyn Arena Local Development Corporation, a local development 
corporation formed under Section 1411 of the Not-For-Profit Corporation Law, being Chapter 35 of the 
Consolidated Laws of New York, as amended, and created by action of the New York Job Development 
Authority established under Section 1802, Subtitle 1, Title 8, Article 8 of the New York Public 
Authorities Law, as amended. 

�Operating Budget� means the annual operating budget for ArenaCo approved by the Sole 
Member. 

 �Operating Expenses� means the actual expenses of the Company for the immediately preceding 
Operating Year, other than any capital expenditures incurred by the Company. 

�Operating Revenue� means the actual revenues of the Company for the immediately preceding 
Operating Year, other than any capital contributions to the Company made by the Sole Member pursuant 
to Section 11 of this Agreement. 

�Operating Year� means the period from July 1 through June 30 of any year. 

�Operational Expenditure Reserve Account� means an account by that name established and held 
by a financial institution selected by ArenaCo. 

�Operational Expenditure Reserve Account Balance� means the amount, if any, projected to be 
on deposit in the Operational Expenditure Reserve Account as of the last day of the then current 
Operating Year. 

 �Person� means an individual, partnership, limited liability company, corporation, business trust, 
joint stock company, trust, unincorporated association, joint venture, or other entity of any nature 
whatsoever. 

�PILOT Agreement� means the Payment-in-Lieu-of-Tax Agreement by and between the City, the 
Issuer, ESDC and ArenaCo, as amended, modified or supplemented from time to time. 

�PILOT Reserve Amount� means, for any Operating Year, (A) the sum of (i) the monthly PILOT 
installments to be made during such Operating Year and (ii) the first monthly PILOT installment to be 
made during the immediately subsequent Operating Year, less (B) the monthly PILOT installments paid 
during such Operating Year. 

�PILOT� shall have the meaning given to such term in the Arena Lease. 

�Projected Net Operating Income� means, for the immediately succeeding Operating Year of 
ArenaCo, an amount equal to (a) all revenues projected to be received during such Operating Year less (b) 
budgeted expenses of ArenaCo reflected in the Operating Budget and expected to be paid in such 
Operating Year (excluding PILOTs to be made and the Base Rent and the Supplemental Rent, if, any,  to 
be paid during such Operating Year). 
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�Sole Member� means Brooklyn Arena Holding Company, LLC, a Delaware limited liability 
company, as the initial member of ArenaCo, and includes any Person admitted as an additional member 
of ArenaCo or a substitute member of ArenaCo pursuant to the provisions of the ArenaCo Operating 
Agreement, each in its capacity as a member of ArenaCo; provided, however, the term �Sole Member� 
shall not include the Special Member. 

�Special Member� means, upon such individual�s admission to ArenaCo as a member of 
ArenaCo pursuant to �Sole Member; Special Member�, an individual acting as Independent Manager, in 
such individual�s capacity as a member of ArenaCo.  A Special Member shall only have the rights and 
duties expressly set forth in the ArenaCo Operating Agreement. 

�Supplemental Rent� shall have the meaning given to such term in the Arena Lease. 

Purpose 

ArenaCo has been organized solely for the object and purposes of, and the nature of the business 
to be conducted and promoted by ArenaCo is limited to (i) the design, development, acquisition, 
construction, leasing, sponsorship, licensing and equipping of the Arena and related improvements, 
including, without limitation, an open-air plaza containing, among other things, the main entrance to the 
Arena and improvements to the subway entrance that services the Arena; (ii) performing all other 
obligations and rights contemplated by the Arena Project Agreements (as defined in the ArenaCo 
Operating Agreement); (iii) entering into tax and/or interest rate swap, option, cap, collar, floor or other 
similar or related agreements or arrangements; and (iv) engaging in such other activities and exercising 
such powers as are incidental to, or connected with, the foregoing business or purposes or necessary to 
accomplish the foregoing to the extent permitted to limited liability companies under the Act. 

Term 

The term of ArenaCo began as of the date of the filing of ArenaCo�s certificate of formation (as 
amended from time to time, the �Certificate�) with the Office of the Secretary of State of the State of 
Delaware and, subject to the Act, shall end as described under �Dissolution�.  Jeanne Mucci is designated 
as an �authorized person� within the meaning of the Act, and has executed, delivered and filed the 
Certificate with the Secretary of State of the State of Delaware.  Upon the filing of the Certificate with the 
Secretary of State of the State of Delaware, her powers as an �authorized person� ceased, and the Sole 
Member thereupon became the designated �authorized person� and shall continue as the designated 
�authorized person� within the meaning of the Act. 

The existence of ArenaCo as a separate legal entity shall continue until cancellation of the 
Certificate as provided in the Act. 

Sole Member; Special Member 

The Sole Member shall be the sole member of ArenaCo. 

Notwithstanding any provision contained in the ArenaCo Operating Agreement to the contrary, 
upon the occurrence of any event that causes the Sole Member to cease to be a member of ArenaCo (other 
than upon continuation of ArenaCo without dissolution upon (i) an assignment by the Sole Member of all 
of its limited liability company interest in ArenaCo and the admission of the transferee or (ii) the 
resignation of the Sole Member and the admission of an additional member of ArenaCo), each person 
acting as an Independent Manager shall, without any action of any Person and simultaneously with the 
Sole Member ceasing to be a member of ArenaCo, automatically be admitted to ArenaCo as a Special 
Member and shall continue ArenaCo without dissolution.  The Special Member may not resign from 
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ArenaCo or transfer its rights as Special Member unless (i) a successor Special Member has been 
admitted to ArenaCo as Special Member by executing a counterpart to the ArenaCo Operating 
Agreement, and (ii) such successor has also accepted its appointment as Independent Manager; provided, 
however, that the Special Member shall automatically cease to be a member of ArenaCo upon the 
admission to ArenaCo of a substitute Sole Member.  The Special Member shall be a member of ArenaCo 
that has no interest in the profits, losses and capital of ArenaCo and has no right to receive any 
distributions of Company assets.  Pursuant to Section 18-301 of the Act, the Special Member shall not be 
required to make any capital contributions to ArenaCo and shall not receive a limited liability company 
interest in ArenaCo.  The Special Member, in its capacity as Special Member, may not bind ArenaCo.  
Except as required by any mandatory provision of the Act, the Special Member, in its capacity as Special 
Member, shall have no right to vote on, approve or otherwise consent to any action by, or matter relating 
to, ArenaCo, including, without limitation, the merger, consolidation or conversion of ArenaCo.  In order 
to implement the admission to ArenaCo of the Special Member, the person acting as an Independent 
Manager shall execute a counterpart to the ArenaCo Operating Agreement.  Prior to its admission to 
ArenaCo as Special Member, the person acting as an Independent Manager shall not be a member of 
ArenaCo. 

Management and Control of ArenaCo 

Subject to the provisions described under �Independent Manager� and the limitations imposed by 
law, the business and affairs of ArenaCo shall be managed, operated and controlled by or under the 
direction of the Sole Member.  The Sole Member shall have the full and complete power, authority and 
discretion for, on behalf of and in the name of ArenaCo, to perform the traditional day-to-day activities 
and operations of ArenaCo, and to perform all contracts and other undertakings that it may in its sole 
discretion deem necessary or advisable to carry out any and all of the objectives and purposes of 
ArenaCo.  The power and authority of the Sole Member may be delegated by the Sole Member to the 
officers of ArenaCo or any other Person engaged to act on behalf of ArenaCo. 

Independent Manager 

Notwithstanding any provision contained in the ArenaCo Operating Agreement (including, 
without limitation, the power and authority of the Sole Member under the ArenaCo Operating Agreement 
to carry on and manage the business and affairs of ArenaCo) to the contrary, during the Initial Term (as 
defined in the Arena Lease) of the Arena Lease, each of the following matters may be effected only with 
the prior written consent of each of the Independent Manager and the Sole Member; provided, however, 
that at such time as ArenaCo�s payment obligations under the PILOT Agreement and Arena Lease have 
been paid in full, then each of the following matters may be effected without the prior written consent of 
the Independent Manager: 

(i) commencing any case, proceeding or other action (A) under any existing or future law of 
any jurisdiction, domestic or foreign, relating to bankruptcy, insolvency, reorganization or relief of 
debtors, seeking to have an order for relief entered with respect to ArenaCo or seeking to adjudicate 
ArenaCo a bankrupt or insolvent, or seeking reorganization, arrangement, adjustment, winding-up, 
liquidation, composition or other bankruptcy, insolvency or similar relief with respect to ArenaCo, or any 
of ArenaCo�s debts, or (B) seeking appointment of a receiver, trustee, custodian, conservator or other 
similar official for ArenaCo or for all or any substantial part of ArenaCo�s assets, or the making by 
ArenaCo of a general assignment for the benefit of ArenaCo�s creditors; 

(ii) admitting, in writing, the inability of ArenaCo to pay its debts as they become due; or 

(iii) amending the provisions described under �Independent Manager�. 
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The Independent Manager, when taking action on behalf of ArenaCo in those instances in which 
the consent of the Independent Manager is required, shall, to the fullest extent permitted by law, 
including, without limitation, Section 18-1101(c) of the Act, take into account only the interests of 
ArenaCo, including the interests of equity holders and creditors of ArenaCo, but solely to the extent of 
their interests with respect to ArenaCo and not any other interests of the equity holders and creditors of 
ArenaCo, notwithstanding that ArenaCo is not then insolvent. 

During the Initial Term of the Arena Lease, the Sole Member shall cause ArenaCo at all times to 
have at least one Independent Manager who will be appointed by the Sole Member.  The Independent 
Manager can resign or be removed by the Sole Member; provided that the Sole Member may remove the 
Independent Manager only for cause or in connection with the replacement of such Independent Manager 
with another Independent Manager and provided, further, that no resignation or removal of the 
Independent Manager, and no appointment of a successor Independent Manager, shall be effective until 
such successor shall have executed a counterpart to the ArenaCo Operating Agreement.  In the event of a 
vacancy in the position of Independent Manager, the Sole Member shall, as soon as practicable, appoint a 
successor Independent Manager.  All right, power and authority of the Independent Manager shall be 
limited to the extent necessary to exercise those rights and perform those duties specifically set forth in 
the ArenaCo Operating Agreement and the Independent Manager shall have no authority to bind 
ArenaCo.  The Independent Manager shall not at any time serve as trustee in bankruptcy for any Affiliate 
of ArenaCo.  The Independent Manager is a �manager� within the meaning of the Act. 

Special Purpose Entity Covenants 

Notwithstanding any provision contained in the ArenaCo Operating Agreement to the contrary, 
during the Initial Term of the Arena Lease, the Sole Member shall not permit ArenaCo to, and ArenaCo 
shall not: 

(a) Acquire or own any property or any other asset, other than (i) in connection with the 
operation and maintenance of the Arena; (ii) leasing rights in connection with the Arena; and (iii) 
personal and intangible property necessary to carry out the purpose of ArenaCo set forth in �Purpose�; 

(b) Engage in any business or activity, other than as specified under �Purpose� or clause (a) 
above; 

(c) Incur any debt, secured or unsecured, direct or contingent (including, without limitation, 
guaranteeing any obligation), other than ArenaCo�s obligations in connection with the Arena Project 
Agreements (as defined in the ArenaCo Operating Agreement) and customary unsecured trade payables 
normal and incidental to its business, provided the unsecured trade payables are not evidenced by a 
promissory note; 

(d) Subject to clause (c) above, incur any debt that would be beyond its ability to pay as such 
debt matures; 

(e) Guarantee or otherwise hold itself out to be responsible for the debts or obligations of any 
Affiliate or other Person, or for the decisions or actions respecting the daily business affairs of any 
Affiliate or other Person; 

(f) Except for the Guaranty by Forest City Enterprises, Inc. to ESDC, have its obligations 
guaranteed by any Affiliate or any other Person; 

(g) Subject to �Indemnification� and the Arena Project Agreements (as defined in the 
ArenaCo Operating Agreement), incur any obligation to indemnify; 
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(h) Acquire obligations or securities of its members, managers or any Affiliate; 

(i) Pledge its assets for the benefit of any Affiliate or other Person or hold out its credit as 
being available to satisfy the obligations of any Affiliate or other Person, or make any loan or advance to 
any Affiliate or other Person; 

(j) List its assets as assets on the financial statement of any other Person, provided, however, 
that its assets may be included in a consolidated financial statement of its Affiliates as long as (A) 
appropriate notation shall be made on such consolidated financial statements to indicate the separateness 
of it and its assets and such Affiliates and their assets and to indicate that its assets and credit are not 
available to satisfy the debts and other obligations of such Affiliates or any other Person and (B) such 
assets shall be listed on its own separate balance sheet; 

(k) Enter into or be a party to any transaction, contract or agreement with any of its 
Affiliates, any of its constituent parties or any Affiliate of any constituent party, except upon terms and 
conditions which are intrinsically fair, commercially reasonable and substantially similar to those that 
would be obtained in a comparable arm�s-length transaction with an unrelated third party; 

(l) Commingle its funds and other assets with those of any Affiliate or constituent party or 
any Affiliate of any constituent party or any other Person; 

(m) Without the consent of the Independent Manager, amend, modify or otherwise change, or 
suffer any constituent party or Affiliate to amend, modify or otherwise change the provisions of the 
Certificate or the ArenaCo Operating Agreement if such amendment, modification or other change could 
materially adversely affect (A) any of the requirements of the Arena Project Agreements (as defined in 
the ArenaCo Operating Agreement) applicable to it or (B) any of these special purpose entity covenants; 

(n) Make or permit to remain outstanding any loan or advance to, or own or acquire any 
stock or securities of, any Affiliate or other Person; 

(o) Except as provided under �Dissolution�, take any action: to dissolve, wind-up, terminate 
or liquidate in whole or in part; to sell, transfer or otherwise dispose of all or substantially all of its assets; 
or, without the consent of the Independent Manager, to change its legal structure, transfer, or permit the 
direct or indirect transfer of, any membership or other equity interests, or seek to accomplish any of the 
foregoing; 

(p) Merge or consolidate with any other Person; and 

(q) Fail to observe each of the following: 

(i) remain solvent and pay its debts and liabilities (including, without limitation, 
employment and overhead expenses) from its assets as and when the same shall become due; 

(ii) do all things necessary to observe limited liability company formalities and to 
preserve its existence as an entity duly organized, validly existing and in good standing under the laws of 
the jurisdiction of its formation; 

(iii) correct any known misunderstanding regarding its separate identity; 

(iv) subject to clause (j) above, maintain its books and records, bank accounts, 
financial statements, accounting records and other entity documents separate and apart from those of any 
other Person (including, without limitation, its Affiliates, any constituent party and any Affiliate of any 
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constituent party) and file its own tax returns as required under Federal and state law or as otherwise 
determined to be in the best interests of ArenaCo; 

(v) hold itself out to the public as a legal entity separate and distinct from any other 
Person (including, without limitation, any of its Affiliates, any of its constituent parties or any Affiliate of 
any constituent party) and conduct its business in its own name, and not identify itself or any of its 
Affiliates or any constituent party as a division or part of the other; 

(vi) maintain adequate capital for the normal obligations reasonably foreseeable in a 
business of its size and character and in light of its contemplated business operations; 

(vii) maintain its assets in such a manner that it will not be costly or difficult to 
segregate, ascertain or identify its individual assets from those of any Affiliate or constituent party or any 
Affiliate of any constituent party or any other Person; 

(viii) use separate stationery, invoices and checks; 

(ix) allocate fairly and reasonably shared expenses (including, without limitation, 
overhead for shared office space) with any other Person; 

(x) pay its own liabilities from its own funds (including, without limitation, salaries 
of its own employees) and maintain a sufficient number of employees in light of its contemplated 
business operations; 

(xi) at all times cause there to be at least one (1) duly appointed Independent 
Manager; provided, however, if any duly appointed Independent Manager shall cease to serve for any 
reason, there shall be a new Independent Manager appointed as soon as practicable; 

(xii) not permit any Affiliate or constituent party independent access to its bank 
accounts; 

(xiii) not permit any Person to conduct ArenaCo�s businesses in the name of such other 
Person or utilize the stationery, invoices or checks of any other Person; 

(xiv) have an Operating Budget for each Operating Year of ArenaCo; and 

(xv) cause the representatives and other agents of ArenaCo to act at all times with 
respect to ArenaCo consistently and in furtherance of the foregoing and in the best interests of ArenaCo. 

Dissolution 

(a) ArenaCo shall be dissolved and its affairs shall be wound up in accordance with the Act 
upon the earlier to occur of: (i) the written action taken by the Sole Member; (ii) the termination of the 
legal existence of the last remaining member of ArenaCo or the occurrence of any other event which 
terminates the continued membership of the last remaining member of ArenaCo in ArenaCo unless 
ArenaCo is continued without dissolution in a manner permitted by the ArenaCo Operating Agreement or 
the Act; or (iii) the entry of a decree of judicial dissolution under Section 18-802 of the Act.  
Notwithstanding any provision contained in the ArenaCo Operating Agreement to the contrary, upon the 
occurrence of any event that causes the last remaining member of ArenaCo to cease to be a member of 
ArenaCo or that causes the Sole Member to cease to be a member of ArenaCo (other than upon 
continuation of ArenaCo without dissolution upon (i) an assignment by the Sole Member of all of its 
limited liability company interest in ArenaCo and the admission of the transferee or (ii) the resignation of 
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the Sole Member and the admission of an additional member of ArenaCo), to the fullest extent permitted 
by law, the personal representative of such member is authorized to, and shall, within ninety (90) days 
after the occurrence of the event that terminated the continued membership of such member in ArenaCo, 
agree in writing (i) to continue ArenaCo and (ii) to the admission of the personal representative or its 
nominee or designee, as the case may be, as a substitute member of ArenaCo, effective as of the 
occurrence of the event that terminated the continued membership of such member in ArenaCo. 

(b) Notwithstanding any other provision of the ArenaCo Operating Agreement to the 
contrary, the Bankruptcy of the Sole Member or the Special Member shall not cause the Sole Member or 
the Special Member, respectively, to cease to be a member of ArenaCo and upon the occurrence of such 
an event, ArenaCo shall continue without dissolution. 

(c) In the event of dissolution, ArenaCo shall conduct only such activities as are necessary to 
wind up its affairs (including, without limitation, the sale of assets of ArenaCo in an orderly manner) and 
the assets of ArenaCo shall be applied in the manner, and in the order of priority, set forth in Section 18-
804 of the Act. 

(d) ArenaCo shall terminate when (i) all of the assets of ArenaCo, after payment of or due 
provision for all debts, liabilities and obligations of ArenaCo shall have been distributed to the Sole 
Member in the manner provided for in the ArenaCo Operating Agreement and (ii) the Certificate shall 
have been canceled in the manner required by the Act. 

Distributions 

(a) Distributions shall be made to the Sole Member at the times and in the aggregate amounts 
determined by the Sole Member.  Under no circumstances shall the Independent Manager have the right 
to receive distributions or otherwise have an economic interest in ArenaCo of any type. 

(b) Notwithstanding any provision to the contrary contained in the ArenaCo Operating 
Agreement, ArenaCo may make a distribution to the Sole Member on account of its interest in ArenaCo if 
all of the following conditions are met: 

(i) such distribution would not violate Section 18-607 or Section 18-804 of 
the Act or any other applicable law; 

(ii) in the Operating Year immediately preceding the then current Operating 
Year, ArenaCo�s Operating Revenues for such Operating Year were at least equal to the sum of (a) the 
PILOTs scheduled to be made in such Operating Year, (b) the Operating Expenses of ArenaCo for such 
Operating Year, and (c) the Base Rent and Supplemental Rent, if any, scheduled to be made in such 
Operating Year; 

(iii) in the then current Operating Year, ArenaCo�s available cash and cash 
equivalents are at least equal to the sum of (a) the PILOT Reserve Amount, (b) $2,000,000.00, and (c) the 
budgeted expenses of ArenaCo reflected in the Operating Budget for the remainder of such Operating 
Year following the date of the proposed distribution; and 

(iv) the sum of (a) the Projected Net Operating Income (as calculated by the 
financial officer of ArenaCo in good faith and as certified by such financial officer by delivery to the Sole 
Member of a certificate) for the immediately subsequent Operating Year and (b) the Operational 
Expenditure Reserve Account Balance (as calculated by the financial officer of ArenaCo in good faith) is 
at least equal to the Distribution Threshold Amount. 
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Indemnification 

(a) Indemnification.  Except as otherwise provided in the ArenaCo Operating Agreement and 
to the fullest extent permitted by law, ArenaCo, or its receiver or trustee, shall pay all judgments and 
claims asserted by anyone (a �Claimant�) against the Independent Manager, the Sole Member or any 
officer of ArenaCo (collectively, the �Indemnified Parties� and each individually, an �Indemnified 
Party�) by reason of any act performed or omitted to be performed by any Indemnified Party in his or her 
official capacity in connection with the business of ArenaCo, and, to the fullest extent permitted by law, 
shall indemnify and hold harmless any Indemnified Party from and against any liability or damage to a 
Claimant incurred by reason of any act performed or omitted to be performed by any Indemnified Party in 
his or her official capacity in connection with the business of ArenaCo, including, without limitation, 
reasonable attorneys� fees and disbursements incurred by any Indemnified Party in connection with the 
defense of any action based on any such act or omission; provided, however, that no Indemnified Person 
shall be entitled to be indemnified in respect of any loss, damage or claim incurred by such Indemnified 
Person by reason of such Indemnified Person�s willful misconduct with respect to such acts or omissions.  
ArenaCo shall have no obligation to pay any such judgments or claims against, or hold harmless or 
otherwise indemnify, any employee of ArenaCo that is not an officer, and any such non-officer employee 
shall not be deemed to be an Indemnified Party for purposes of the ArenaCo Operating Agreement.  If a 
claim for indemnification (other than for expenses incurred in a successful defense) is asserted against 
ArenaCo by any Indemnified Party and ArenaCo is uncertain whether such indemnification is permitted 
by law, then ArenaCo shall, unless, in the opinion of its counsel, the matter has been settled by 
controlling precedent in favor of such indemnification, submit to a court of competent jurisdiction the 
question whether such indemnification by ArenaCo is not against public policy and is permitted by law, 
which final adjudication shall be binding on all parties. 

(b) Procedure.  Upon an Indemnified Party�s discovery of any claim by a third party which, 
if sustained, would be subject to indemnification pursuant to paragraph (a) above, the Indemnified Party 
shall give notice to ArenaCo of such claim, provided, however, that the failure of the Indemnified Party to 
so notify ArenaCo of such claim shall not relieve ArenaCo of any indemnification obligation under the 
ArenaCo Operating Agreement.  Unless the Indemnified Party shall, in his or her sole discretion, agree in 
writing to assume and control the defense of any action for which indemnification may be sought, 
ArenaCo shall assume and control such defense, in which event the Indemnified Party shall have the right 
to retain his or her own counsel in each jurisdiction for which the Indemnified Party determines counsel is 
required, at the expense of ArenaCo.  If ArenaCo shall fail or refuse to undertake the defense within 
fifteen (15) days after receiving notice that a claim has been made, the Indemnified Party shall have the 
right (but not the obligation) to assume the defense of such claim in such manner as he or she deems 
appropriate until ArenaCo shall, with the consent of the Indemnified Party, assume control of such 
defense, and ArenaCo shall indemnify the Indemnified Party pursuant to paragraph (a) above from and 
against the costs and expenses of such defense.  The party handling the defense of an action shall keep the 
other party fully informed at all times of the status of the claim.  Neither ArenaCo nor the Indemnified 
Party, when handling the defense of a claim for which indemnification may be sought by the Indemnified 
Party, shall settle such claim without the consent of the other party (which consent shall not be 
unreasonably withheld, conditioned or delayed) unless such settlement shall (i) impose no additional 
liability or obligation upon the other party (or its members, partners, managers, officers, directors, 
shareholders, partners, trustees, beneficiaries or employees or any direct or indirect Affiliate of any of the 
foregoing) whose consent would otherwise be required and (ii) where ArenaCo is handling the defense 
and settlement of the claim, provide the Indemnified Party with a general release with respect to the 
subject claim. 
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(c) Expenses.  In any matter with respect to which an Indemnified Party may be entitled to 
indemnification from ArenaCo, ArenaCo shall, to the extent not prohibited by applicable law, advance to 
the Indemnified Party, pending the final disposition of such matter, all costs and expenses which the 
Indemnified Party may incur in such matter, including, without limitation, all attorneys� fees and 
disbursements, court costs and the fees and disbursements of accountants, other experts and consultants. 

Amendments 

(a) Subject to the terms and conditions of �Independent Manager�, clause (m) under �Special 
Purpose Entity Covenants� and clause (b) below, the ArenaCo Operating Agreement may be amended 
only by means of a written agreement executed by the Sole Member and ArenaCo. 

(b) Notwithstanding the foregoing: 

(i) For so long as the indebtedness under the PILOT Bond Indenture is 
outstanding, paragraph (b) under �Distributions� may be amended only by means of a written agreement 
executed by the Sole Member, ArenaCo and the PILOT Bond Trustee under the Master PILOT Indenture 
of Trust by and between Issuer and the PILOT Bond Trustee, as amended, modified or supplemented 
from time to time (the �PILOT Bond Indenture�); 

(ii) The provisions described under �Purpose� and �Special Member; Sole 
Member� may be amended only by means of a written agreement executed by the Sole Member, ArenaCo 
and the Independent Manager. 
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APPENDIX U 
 

TABLE FOR ACCRETED VALUE 

 
Note:  For all dates not listed, Accreted Value is calculated based on straight line interpolation between the closest dates listed in the table. 
           
Stated Principal Amount per $5,000  $1,076.7 $991.9 $912.8 $839.2 $770.9 $332.3 $307.3 $284.1 $262.7 
Maturity Date  7/15/2031 7/15/2032 7/15/2033 7/15/2034 7/15/2035 7/15/2044 7/15/2045 7/15/2046 7/15/2047 
Approximate Yield  7.25% 7.30% 7.35% 7.40% 7.45% 8.00% 8.00% 8.00% 8.00% 
           
Date 1/15/2010 $1,081.4 $996.2 $916.8 $843.0 $774.3 $333.9 $308.7 $285.5 $263.9 
 7/15/2010 1,120.6 1,032.6 950.5 874.2 803.2 347.3 321.1 296.9 274.5 
 1/15/2011 1,161.2 1,070.3 985.5 906.5 833.1 361.2 333.9 308.7 285.5 
 7/15/2011 1,203.3 1,109.3 1,021.7 940.0 864.1 375.6 347.3 321.1 296.9 
 1/15/2012 1,247.0 1,149.8 1,059.2 974.8 896.3 390.7 361.2 333.9 308.7 
 7/15/2012 1,292.2 1,191.8 1,098.1 1,010.9 929.7 406.3 375.6 347.3 321.1 
 1/15/2013 1,339.0 1,235.3 1,138.5 1,048.3 964.3 422.5 390.7 361.2 333.9 
 7/15/2013 1,387.5 1,280.4 1,180.3 1,087.1 1,000.2 439.4 406.3 375.6 347.3 
 1/15/2014 1,437.8 1,327.1 1,223.7 1,127.3 1,037.5 457.0 422.5 390.7 361.2 
 7/15/2014 1,490.0 1,375.5 1,268.7 1,169.0 1,076.1 475.3 439.4 406.3 375.6 
 1/15/2015 1,544.0 1,425.8 1,315.3 1,212.3 1,116.2 494.3 457.0 422.5 390.7 
 7/15/2015 1,599.9 1,477.8 1,363.7 1,257.1 1,157.8 514.1 475.3 439.4 406.3 
 1/15/2016 1,657.9 1,531.7 1,413.8 1,303.6 1,200.9 534.7 494.3 457.0 422.5 
 7/15/2016 1,718.0 1,587.6 1,465.7 1,351.9 1,245.7 556.0 514.1 475.3 439.4 
 1/15/2017 1,780.3 1,645.6 1,519.6 1,401.9 1,292.1 578.3 534.7 494.3 457.0 
 7/15/2017 1,844.9 1,705.7 1,575.4 1,453.8 1,340.2 601.4 556.0 514.1 475.3 
 1/15/2018 1,911.7 1,767.9 1,633.3 1,507.5 1,390.1 625.5 578.3 534.7 494.3 
 7/15/2018 1,981.0 1,832.4 1,693.4 1,563.3 1,441.9 650.5 601.4 556.0 514.1 
 1/15/2019 2,052.8 1,899.3 1,755.6 1,621.2 1,495.6 676.5 625.5 578.3 534.7 
 7/15/2019 2,127.3 1,968.6 1,820.1 1,681.2 1,551.3 703.6 650.5 601.4 556.0 
 1/15/2020 2,204.4 2,040.5 1,887.0 1,743.4 1,609.1 731.7 676.5 625.5 578.3 
 7/15/2020 2,284.3 2,115.0 1,956.3 1,807.9 1,669.0 761.0 703.6 650.5 601.4 
 1/15/2021 2,367.1 2,192.2 2,028.2 1,874.8 1,731.2 791.4 731.7 676.5 625.5 
 7/15/2021 2,452.9 2,272.2 2,102.8 1,944.1 1,795.7 823.1 761.0 703.6 650.5 
 1/15/2022 2,541.8 2,355.1 2,180.1 2,016.0 1,862.6 856.0 791.4 731.7 676.5 
 7/15/2022 2,634.0 2,441.1 2,260.2 2,090.6 1,932.0 890.2 823.1 761.0 703.6 
 1/15/2023 2,729.4 2,530.2 2,343.2 2,168.0 2,003.9 925.8 856.0 791.4 731.7 
 7/15/2023 2,828.4 2,622.5 2,429.3 2,248.2 2,078.6 962.9 890.2 823.1 761.0 
 1/15/2024 2,930.9 2,718.3 2,518.6 2,331.4 2,156.0 1,001.4 925.8 856.0 791.4 
 7/15/2024 3,037.2 2,817.5 2,611.2 2,417.7 2,236.3 1,041.4 962.9 890.2 823.1 
 1/15/2025 3,147.2 2,920.3 2,707.1 2,507.1 2,319.6 1,083.1 1,001.4 925.8 856.0 
 7/15/2025 3,261.3 3,026.9 2,806.6 2,599.9 2,406.0 1,126.4 1,041.4 962.9 890.2 
 1/15/2026 3,379.6 3,137.4 2,909.8 2,696.1 2,495.7 1,171.5 1,083.1 1,001.4 925.8 
 7/15/2026 3,502.1 3,251.9 3,016.7 2,795.8 2,588.6 1,218.3 1,126.4 1,041.4 962.9 
 1/15/2027 3,629.0 3,370.6 3,127.6 2,899.3 2,685.0 1,267.1 1,171.5 1,083.1 1,001.4 
 7/15/2027 3,760.6 3,493.6 3,242.5 3,006.5 2,785.1 1,317.8 1,218.3 1,126.4 1,041.4 
 1/15/2028 3,896.9 3,621.1 3,361.7 3,117.8 2,888.8 1,370.5 1,267.1 1,171.5 1,083.1 
 7/15/2028 4,038.2 3,753.3 3,485.2 3,233.1 2,996.4 1,425.3 1,317.8 1,218.3 1,126.4 
 1/15/2029 4,184.5 3,890.3 3,613.3 3,352.8 3,108.0 1,482.3 1,370.5 1,267.1 1,171.5 
 7/15/2029 4,336.2 4,032.3 3,746.1 3,476.8 3,223.8 1,541.6 1,425.3 1,317.8 1,218.3 
 1/15/2030 4,493.4 4,179.5 3,883.8 3,605.5 3,343.9 1,603.3 1,482.3 1,370.5 1,267.1 
 7/15/2030 4,656.3 4,332.0 4,026.5 3,738.9 3,468.5 1,667.4 1,541.6 1,425.3 1,317.8 
 1/15/2031 4,825.1 4,490.2 4,174.5 3,877.2 3,597.7 1,734.1 1,603.3 1,482.3 1,370.5 
 7/15/2031 5,000.0 4,654.1 4,327.9 4,020.7 3,731.7 1,803.4 1,667.4 1,541.6 1,425.3 
 1/15/2032 - 4,823.9 4,486.9 4,169.4 3,870.7 1,875.6 1,734.1 1,603.3 1,482.3 
 7/15/2032 - 5,000.0 4,651.8 4,323.7 4,014.9 1,950.6 1,803.4 1,667.4 1,541.6 
 1/15/2033 - - 4,822.8 4,483.7 4,164.4 2,028.6 1,875.6 1,734.1 1,603.3 
 7/15/2033 - - 5,000.0 4,649.6 4,319.5 2,109.8 1,950.6 1,803.4 1,667.4 
 1/15/2034 - - - 4,821.6 4,480.4 2,194.2 2,028.6 1,875.6 1,734.1 
 7/15/2034 - - - 5,000.0 4,647.3 2,281.9 2,109.8 1,950.6 1,803.4 
 1/15/2035 - - - - 4,820.4 2,373.2 2,194.2 2,028.6 1,875.6 
 7/15/2035 - - - - 5,000.0 2,468.1 2,281.9 2,109.8 1,950.6 
 1/15/2036 - - - - - 2,566.9 2,373.2 2,194.2 2,028.6 
 7/15/2036 - - - - - 2,669.5 2,468.1 2,281.9 2,109.8 
 1/15/2037 - - - - - 2,776.3 2,566.9 2,373.2 2,194.2 
 7/15/2037 - - - - - 2,887.4 2,669.5 2,468.1 2,281.9 
 1/15/2038 - - - - - 3,002.9 2,776.3 2,566.9 2,373.2 
 7/15/2038 - - - - - 3,123.0 2,887.4 2,669.5 2,468.1 
 1/15/2039 - - - - - 3,247.9 3,002.9 2,776.3 2,566.9 
 7/15/2039 - - - - - 3,377.8 3,123.0 2,887.4 2,669.5 
 1/15/2040 - - - - - 3,512.9 3,247.9 3,002.9 2,776.3 
 7/15/2040 - - - - - 3,653.5 3,377.8 3,123.0 2,887.4 
 1/15/2041 - - - - - 3,799.6 3,512.9 3,247.9 3,002.9 
 7/15/2041 - - - - - 3,951.6 3,653.5 3,377.8 3,123.0 
 1/15/2042 - - - - - 4,109.6 3,799.6 3,512.9 3,247.9 
 7/15/2042 - - - - - 4,274.0 3,951.6 3,653.5 3,377.8 
 1/15/2043 - - - - - 4,445.0 4,109.6 3,799.6 3,512.9 
 7/15/2043 - - - - - 4,622.8 4,274.0 3,951.6 3,653.5 
 1/15/2044 - - - - - 4,807.7 4,445.0 4,109.6 3,799.6 
 7/15/2044 - - - - - 5,000.0 4,622.8 4,274.0 3,951.6 
 1/15/2045 - - - - - - 4,807.7 4,445.0 4,109.6 
 7/15/2045 - - - - - - 5,000.0 4,622.8 4,274.0 
 1/15/2046 - - - - - - - 4,807.7 4,445.0 
 7/15/2046 - - - - - - - 5,000.0 4,622.8 
 1/15/2047 - - - - - - - - 4,807.7 
 7/15/2047 - - - - - - - - 5,000.0 
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APPENDIX V 

SUMMARY OF COMPLETION GUARANTY 

The following is a brief summary of certain provisions of the Completion Guaranty (the 
�Guaranty�).  This summary does not purport to be comprehensive or complete, and reference is made to 
the Guaranty for full and complete statements of such and all provisions.  All capitalized terms used 
herein and not otherwise defined herein shall have the meanings assigned thereto in APPENDIX C - 
�CERTAIN DEFINITIONS�. 

It is a requirement under the terms of the Arena Lease Agreement that Tenant deliver the 
Guaranty to ESDC and LDC (collectively, the �Public Parties�).  The Guaranty shall initially be placed in 
escrow along with the Arena Lease Agreement and other documents evidencing the financing for the 
construction, development and operation of the Arena, and the Guaranty shall only become operative 
upon its release from escrow simultaneously with the Arena Lease Agreement and all such financing 
documents. 

Reference is made to the Guaranty for complete details of the terms thereof.  The following is a 
summary of certain provisions of the Guaranty and should not be considered a full statement thereof. 

Guaranteed Work; Guaranteed Obligations 

Guarantor unconditionally and irrevocably guarantees to the Public Parties that (the obligations 
set forth in the immediately preceding clauses (a) through (d) below being herein collectively referred to 
as the �Guaranteed Obligations�): (a) Subject to certain conditions described below under �Condition to 
Guaranteed Obligations� (the �Guaranty Conditions�), Tenant shall construct and achieve or cause the 
construction and achievement of Substantial Completion of the Arena, the Urban Experience, the Subway 
Entrance and Project Infrastructure, all as described in and in accordance with the terms of the Arena 
Lease Agreement (collectively, the �Guaranteed Work�); (b) Tenant shall, and shall use any and all 
amounts disbursed from time to time by the Bond Trustees solely to, fully and punctually pay and 
discharge any and all costs, expenses and liabilities incurred for or in connection with the Guaranteed 
Work, including, but not limited to, the costs of constructing, equipping and furnishing the Guaranteed 
Work, as the same become due and payable, provided that the Guarantor�s obligations with regard to this 
clause (b) shall be limited solely to the amounts Tenant or Guarantor shall have received from the PILOT 
Bond Trustee or otherwise, for the payment of such costs, expenses and liabilities; (c) without regard to 
any exemptions, waivers or other override of legal requirements provided by virtue of either Public 
Parties� ownership of the Arena Project, the Guaranteed Work shall be and remain free and clear of all 
liens, encumbrances, claims, chattel mortgages, conditional bills of sale and other charges of any and all 
persons, firms, corporations or other entities furnishing materials, labor or services in constructing or 
completing the Guaranteed Work, provided that the Guarantor�s obligations with regard to this clause (c) 
shall be limited solely to the amounts Tenant or Guarantor shall have received from the PILOT Bond 
Trustee or otherwise, for the payment of such materials, labor or services; and (d) Guarantor shall 
indemnify and hold harmless each of the Public Parties from and against any and all claims, losses, suits, 
costs and expenses, including without limitation, reasonable attorneys� fees and expenses incurred by any 
of the Public Parties in enforcing or collecting any or all of the Guaranteed Obligations required to be 
paid or performed under the Guaranty. 
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Guaranty Absolute 

Guarantor guarantees that the Guaranteed Obligations will be paid or performed strictly in accordance 
with the Arena Lease Agreement and the Guaranty, regardless of any law, statute, rule, regulation, decree 
or order now or hereafter in effect in any jurisdiction affecting or purporting to affect in any manner any 
of such terms or the rights or remedies of any of the Public Parties with respect thereto.  For purposes of 
clarity, the Guarantor's obligation in clause (a) under �Guaranteed Work; Guaranteed Obligations� shall 
be tolled for so long as Tenant's obligation to cause the Substantial Completion of the Guaranteed Work is 
tolled due to the occurrence and continuation of an event of Unavoidable Delay (as defined in Exhibit A 
to APPENDIX E � �SUMMARY OF THE ARENA PREMISES INTERIM LEASE AGREEMENT�) . 

Any payment or payments made by Tenant or any other person or received or collected by any of 
the Public Parties from Tenant or any other person by virtue of any action or proceeding or any other set-
off or appropriation or application at any time or from time to time in respect of any obligations or 
liabilities of Tenant under the Arena Lease Agreement may be applied by any Public Party in satisfaction 
of such obligations and liabilities in such order as a Public Party may determine in its sole and absolute 
discretion, and no application of such payment or payments to satisfaction of indebtedness, obligations or 
liabilities other than the Guaranteed Obligations shall discharge in any manner any obligations of 
Guarantor under the Guaranty. 

Guarantor agrees that in performing the Guaranteed Work Guarantor shall be obligated to expend 
or otherwise satisfy all Completion Costs (hereinafter defined) incurred in connection with satisfying such 
obligation, and Guarantor�s obligation to perform the Guaranteed Work to completion shall not be 
determined by reference to or otherwise limited by a determination of the increase in the value of the 
Project that would occur by virtue of the completion of the Guaranteed Work.  �Completion Costs� 
means the excess, if any, of all direct and indirect costs incurred and to be incurred in connection with the 
Substantial Completion of any of the Arena, the Urban Experience, the Subway Entrance or Project 
Infrastructure, including, without being limited to, interest, reasonable fees, reasonable consultant fees 
and charges, sewer and water charges, and operating expenses incurred through Substantial Completion 
of the Arena, the Urban Experience, the Subway Entrance and Project Infrastructure. 

The liability of Guarantor under the Guaranty shall be absolute and, subject to the Guaranty 
Conditions, unconditional, and shall not be affected, released, terminated, discharged or impaired, in 
whole or in part, by, and a Public Party may proceed to exercise any right or remedy under the Guaranty 
irrespective of, any or all of the following: 

(i) any lack of genuineness, regularity, validity, legality or enforceability, or the voidability 
of, the Arena Lease Agreement, the Project Documentation, or any other agreement or instrument relating 
thereto; 

(ii) the failure of a Public Party to exercise or to exhaust any right or remedy or take any 
action against Tenant or any other security available to it; 

(iii) any amendment or modification of the terms of the Arena Lease Agreement so long as 
Tenant, or an Affiliate of either Tenant or Guarantor is the tenant thereunder; 

(iv) any change in the time, manner or place of payment or performance, of all or any of the 
Guaranteed Obligations or any extensions of time for payment, performance or observance, whether in 
whole or in part, of the terms of the Arena Lease Agreement on the part of Tenant to be paid, performed 
or observed, as applicable; 
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(v) any amendment or waiver of, or any assertion or enforcement or failure or refusal to 
assert or enforce, or any consent or indulgence granted by a Public Party with respect to a departure from, 
any term of the Arena Lease Agreement, including, without limiting the generality of the foregoing, the 
waiver by a Public Party of any default of Tenant, or the making of any other arrangement with, or the 
accepting of any compensation or settlement from, Tenant; 

(vi) any failure or delay of a Public Party to exercise, or any lack of diligence in exercising, 
any right or remedy with respect to the Arena Lease Agreement or the Guaranty; 

(vii) any dealings or transactions between a Public Party and Tenant, whether or not Guarantor 
shall be a party to or cognizant of the same; 

(viii) any bankruptcy, insolvency, assignment for the benefit of creditors, receivership, 
trusteeship or dissolution of or affecting Tenant; 

(ix) any exchange, surrender or release, in whole or in part, of any security which may be 
held by a Public Party at any time for or under the Arena Lease Agreement or in respect of the 
Guaranteed Obligations; 

(x) any other guaranty now or hereafter executed by Guarantor or any other guarantor or the 
release of any other guarantor from liability for the payment, performance or observance of any of the 
Guaranteed Obligations or any of the terms of the Arena Lease Agreement on the part of Tenant to be 
paid, performed or observed, as applicable, whether by operation of law or otherwise; 

(xi) any rights, powers or privileges a Public Party may now or hereafter have against any 
person, entity or collateral in respect of the Guaranteed Obligations; 

(xii) any other circumstance which might in any manner or to any extent constitute a defense 
available to Tenant, or vary the risk of Guarantor, or might otherwise constitute a legal or equitable 
discharge or defense available to a surety or guarantor, whether similar or dissimilar to the foregoing; 

(xiii) any notice of the creation, renewal or extension of the Guaranteed Obligations and notice 
of or proof of reliance by a Public Party upon the Guaranty or acceptance of the Guaranty; 

(xiv) any change, restructuring or termination of the structure or existence of Tenant; or 

(xv) any assignment by Tenant of its interest in the Arena Project, whether occurring before or 
after any default by Tenant under the Arena Lease Agreement, and with or without further notice to or 
assent from Guarantor. 

Subject to the provisions of Guaranty Conditions,  and notwithstanding anything to the contrary 
contained in the �Termination of Guaranty: Successors and Assigns� section of the Guaranty, the 
Guaranty shall continue to be effective or be reinstated, as the case may be, and the rights of the Public 
Parties under the Guaranty shall continue with respect to any Guaranteed Obligation (or portion thereof) 
at any time paid by Tenant which shall thereafter be required to be restored or returned by a Public Party 
upon the insolvency, bankruptcy or reorganization of Tenant, or for any other reason, all as though such 
Guaranteed Obligation (or portion thereof) had not been so paid or applied. 
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Condition to Guaranteed Obligations 

Guarantor�s obligation to perform and cause the performance of the Guaranteed Work shall be 
conditioned upon the PILOT Bond Trustee not being in default under the applicable Bond Documents of 
the PILOT Bond Trustee�s obligation to disburse to the Tenant or Guarantor the Bond proceeds and other 
amounts on deposit with the PILOT Bond Trustee for performance of the Guaranteed Work.  
Notwithstanding the foregoing, in the event that all or any portion of the Guaranteed Work is performed 
through the use of the personal funds of Guarantor, Tenant or any of their Affiliates, Guarantor shall 
continue to be obligated under the Guaranty for the performance of the Guaranteed Work. 

Representations and Warranties 

Guarantor represents and warrants to the Public Parties as follows: 

(i) Guarantor is a duly organized, validly existing corporation and in good standing under 
the laws of the State of Ohio and has full power, authority and legal right to execute and deliver the 
Guaranty and to perform fully and completely all of its obligations under the Guaranty. 

(ii) The execution, delivery and performance of the Guaranty by Guarantor has been duly 
authorized by all necessary corporate action, and will not violate any provision of any law, regulation, 
order or decree of any governmental authority, bureau or agency or of any court binding on Guarantor, or 
of any contract, undertaking or agreement to which Guarantor is a party or which is binding upon 
Guarantor or any of its property or assets, and will not result in the imposition or creation of any lien, 
charge or encumbrance on, or security interest in, any of its property or assets pursuant to the provisions 
of any of the foregoing. 

(iii) The Guaranty has been duly executed and delivered by a duly authorized officer of 
Guarantor and constitutes a legal, valid and binding obligation of Guarantor, enforceable against it in 
accordance with its terms, subject as to enforcement of remedies to any applicable bankruptcy, 
reorganization, moratorium or other laws affecting the enforcement of creditors� rights generally and 
doctrines of equity affecting the availability of specific enforcement as a remedy. 

(iv) All necessary corporate resolutions, consents, licenses, approvals and authorizations of 
any person or entity required in connection with the execution, delivery and performance of the Guaranty 
have been duly obtained and are in full force and effect. 

(v) Subject to the provisions of Guaranty Conditions, there are no conditions precedent to the 
effectiveness of the Guaranty that have not been either satisfied or waived. 

(vi) Guarantor has, independently and without reliance upon either Public Party and based on 
such documents and information as it has deemed appropriate, made its own credit analysis and decision 
to enter into the Guaranty. 

(vii) As of the date of the Guaranty, Guarantor is the holder, directly or indirectly, of 23.0% of 
the beneficial interests of Tenant. 

(viii) Guarantor will derive substantial direct and indirect benefit from the transactions 
contemplated by the Arena Lease Agreement. 
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(ix) Guarantor has read and understands the terms of the Lease Agreement, including the 
terms thereof which permit Onexim to obtain Control of and over Tenant, whether through a BALLC 
Control Shift, a dilution of Guarantor's direct or indirect interest in Tenant or otherwise.  Guarantor 
warrants that Guarantor's obligations under this Guaranty shall not in any way be affected or diminished 
by a BALLC Control Shift or other loss of Control by Guarantor over the business or affairs of Tenant.  
Guarantor represents, warrants and understands that the foregoing is a material inducement to Landlord's 
pre-approval of a BALLC Control Shift in the Lease Agreement, and absent this representation and 
warranty by Guarantor Landlord would not have agreed to such pre-approval. 

Waivers 

Guarantor expressly waives, to the extent permitted by law, the following: 

(i) notice of acceptance of the Guaranty and of any change in the financial condition of 
Tenant; 

(ii) promptness, diligence, presentment and demand for payment or performance of any of 
the Guaranteed Obligations; 

(iii) protest, notice of dishonor, notice of default and any other notice with respect to any of 
the Guaranteed Obligations and/or the Guaranty; 

(iv) any demand for payment under the Guaranty; 

(v) the right to interpose all substantive and procedural defenses of the law of guaranty, 
indemnification and suretyship, except the defenses of failure to satisfy the Guaranty Conditions or prior 
payment or performance by Tenant of the Guaranteed Obligations which Guarantor is called upon to pay 
or perform under the Guaranty; 

(vi) all rights and remedies accorded by applicable law to guarantors, or sureties, including, 
without being limited to, any extension of time conferred by any law in effect as of the date of the 
Guaranty or after; 

(vii) the right to trial by jury in any action or proceeding of any kind arising on, under, out of, 
or by reason of or relating, in any way, to the Guaranty or the interpretation, breach or enforcement 
thereof; 

(viii) the right to interpose any set-off or counterclaim of any nature or description in any 
action or proceeding arising under the Guaranty or with respect to the Guaranty; 

(ix) any right or claim of right to cause a marshalling of the assets of Tenant or to cause a 
Public Party to proceed against Tenant and/or any collateral or security held by a Public Party at any time 
or in any particular order;  

(x) the right to interpose all substantive and procedural defenses relating to or arising out of 
any Public Parties engagement of one or more third party consultants or advisors to provide input and 
assistance with respect to matters relating to or otherwise involving any of the Guaranteed Obligations, 
including, without limitation, Merritt & Harris, Inc.; and 
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(xi) any right to interpose all substantive and procedural defenses relating to or arising out of 
any Equity Interest Disposition, BALLC Control Shift (whether resulting from an Trigger Event or 
otherwise) or other Transfer or Assignment of the Lease Agreement or Arena Project (in whole or in part) 
made, consummated, permitted or otherwise acquiesced to, at any time or from time to time, by Guarantor 
or any Affiliate of Guarantor, whether or not such Equity Interest Disposition, Assignment or Transfer 
results in a change of Control (however defined).  Guarantor acknowledges that this waiver is a material 
inducement to ESDC's acceptance of the Guaranty and ESDC's agreement to the Equity Interest 
Disposition terms (including, without limitation, the terms pre-approving a BALLC Control Shift) 
included in the Lease Agreement.  Without this waiver, ESDC would not have accepted the Guaranty or 
agreed to the Equity Interest Disposition (including, without limitation, the terms pre-approving a 
BALLC Control Shift) included in the Lease Agreement. 

For purposes of the foregoing, the following terms shall have the following definitions: 

�BALLC Control Shift� means the potential change in Control of the Arena Developer, 
following the occurrence of a Trigger Event, from Net Sports and Entertainment, LLC (�NSE�) to one or 
more of the Arena Developer Third Party Owners (consisting of Onexim Sports and Entertainment 
Holding USA, Inc. or one or more of its affiliates). 

�Trigger Event� means the occurrence of any of the following: (a) an Net Sports and 
Entertainment, LLC Bankruptcy/Dissolution; (b) prior to the Substantial Completion and opening of the 
Arena: (i) Forest City Enterprises, Inc., an Ohio corporation, no longer (A) owns the lesser of (1) 30%, 
and (2) its actual percentage ownership as of the Commencement Date of Nets Sports and Entertainment, 
LLC, and (B) Controls Nets Sports and Entertainment, LLC or (ii) (A) Bruce Ratner, an individual, no 
longer remains actively involved in the operation and management of Nets Sports and Entertainment, 
LLC and (B) is not replaced within sixty (60) days of his departure with an executive to act in the 
capacity as the senior representative of Nets Sports and Entertainment, LLC with not less than ten (10) 
years' experience in a senior executive capacity in large scale development projects; or (c) the 
membership interests in BALLC owned and controlled by the BALLC Third Party Owners becomes 
greater than the membership interests in BALLC owned and controlled by Nets Sports and Entertainment, 
LLC. 

Bankruptcy 

Notwithstanding anything to the contrary contained in the Guaranty, Guarantor�s liability shall 
extend to all amounts or other obligations which constitute part of the Guaranteed Obligations and would 
be owed by, or required to be performed by, Tenant under the Arena Lease Agreement but for the fact 
that they are unenforceable or not allowable due to the existence of a bankruptcy, reorganization or 
similar proceeding involving Tenant.  Without limiting the foregoing, neither Guarantor�s obligation to 
make payment or otherwise perform in accordance with the Guaranty nor any remedy for the enforcement 
thereof shall be impaired, modified, changed, stayed, released or limited in any manner by any 
impairment, modification, change, release, limitation or stay of the liability of Tenant or its estate in 
bankruptcy or any remedy for the enforcement thereof, resulting from the operation of any present or 
future provision of the Bankruptcy Code or other statute or from the decision of any court interpreting any 
of the same. 

Currency of Payments 

Any and all amounts required to be paid by Guarantor under the Guaranty shall be paid to either 
Public Party in lawful money of the United States of America and in immediately available funds to such 
Public Party.  Guarantor agrees that whenever, at any time, or from time to time, it shall make any 
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payment to either Public Party on account of its liability under the Guaranty, it will notify both Public 
Parties in writing that such payment is made under the Guaranty for that purpose. 

Termination of Guaranty: Successors and Assigns 

The Guaranty shall remain in full force and effect until indefeasible payment or performance in 
full of the Guaranteed Obligations.  Following the (a) indefeasible payment or performance in full of the 
Guaranteed Obligations or (b) the delivery of a replacement guaranty and opinion of counsel, in each 
case, in form, substance and from a Person acceptable to the Public Parties, upon the written request of 
Tenant, the Public Parties shall promptly provide written confirmation that the Guaranty has been 
terminated and is of no further force and effect.  The Guaranty shall be binding upon Guarantor, its 
successors and permitted assigns, and shall inure to the benefit of and be enforceable by either Public 
Party and its successors, transferees and assigns.  Wherever in the Guaranty reference is made to a Public 
Party or Tenant, the same shall be deemed to refer also to the then successor or assign of a Public Party or 
Tenant.  Notwithstanding anything in the Guaranty to the contrary, Guarantor shall not have the right to 
assign the Guaranty or delegate its obligations (whether voluntarily, involuntarily, by operation of law or 
otherwise) without the prior written consent of the Public Parties, which consent may be withheld by the 
Public Parties in the sole and absolute discretion, and any purported assignment in violation of the 
foregoing clause shall be null and void ab initio. 

Guarantor�s Right to Cure Defaults 

Notwithstanding any other provision of the Guaranty or the Arena Lease Agreement, in the event 
an Event of Default occurs and is continuing under the Arena Lease Agreement, then the LDC shall give 
prompt notice of same to Guarantor, which notice shall include a copy of the notice delivered to Tenant.  
Guarantor shall have the right (but not the obligation), within thirty (30) days receipt of such notice, to 
cure the condition specified in such notice.  In the event that Guarantor cures the condition specified in 
such notice within such period, the Public Parties shall accept such cure by Guarantor as if Tenant shall 
have performed same. 
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Examination Report 

 
Conventions, Sports and Leisure (“CSL”) has prepared a financial feasibility study of 
Brooklyn Arena, LLC’s (“ArenaCo”) proposal to develop and operate the proposed 
Barclays Center Arena (“Arena”) to be located in Brooklyn, New York.  This study was 
undertaken to evaluate the ability of ArenaCo to meet the operating expenses, working 
capital needs and other financial requirements of the Arena, including the PILOT 
payment requirements associated with the proposed $491,654,295 PILOT Revenue 
Bonds, Series 2009 (“Tax Exempt Senior PILOT Bonds”).  This study was prepared for 
inclusion in the Official Statement related to the issuance of the Tax Exempt Senior 
PILOT Bonds and should not be used for any other purpose. 
 
The estimated total development cost of the proposed Arena project is approximately 
$904.3 million and is comprised of $807.1 million in direct project costs and $97.2 
million in associated infrastructure costs.  It is assumed that Tax Exempt Senior PILOT 
Bonds will be the primary source of funds.  Other funds necessary to finance the total 
construction costs are assumed to be provided by ArenaCo from premium seating 
deposits, naming rights payments, corporate sponsors, food and beverage operator 
payments, and owner’s equity. In addition to the funds provided by ArenaCo, the City of 
New York (“City”) acting through the New York Economic Development Corporation 
and the State of New York (“State”) acting through the Empire State Development 
Corporation (“ESDC”) will contribute funds for certain costs incurred related to the 
construction of the Arena. 
 
Our procedures included analyses of: 
 

• project history, objectives, timing and financing; 
• assessment of competitive and comparable facilities; 
• analysis of current National Basketball Association (“NBA”) pricing and 

premium seating programs; 
• demographic and socioeconomic characteristics of the New York market relative 

to the other U.S. markets currently supporting an NBA franchise; 
• analysis of historical operations of the New Jersey Nets and projected operations 

at the Barclays Center; and, 
• third party interviews with potential stakeholders that may have an interest in the 

premium seating products that have been developed for the Barclays Center.  
 
We also participated in gathering information, assisted ArenaCo in identifying and 
formulating assumptions, and assembled the accompanying statements of forecasted 
income and cash flows for ArenaCo, based upon those assumptions. 

 
APPENDIX W 



 

 

The accompanying financial forecast for the five years ending June 30, 2016 are based on 
the assumptions that were provided by, or reviewed with and approved by, ArenaCo.  
The financial forecast is based on legislation and regulations currently in effect.  If future 
legislation or regulations related to Arena operations are enacted, such legislation or 
regulations could have a material effect on future operations.  Furthermore, this study is 
based on the assumption that the Arena will be properly managed and marketed, that the 
Arena will be constructed in a manner which will allow for adequate accessibility and 
that it will provide the appropriate level of amenities commensurate with industry 
standards. 
 
The interest rate, principal payments, project costs and other financing assumptions are 
based on the market conditions at the time of this report.  If actual interest rates, principal 
payments and funding requirements are different from those assumed, the amount of the 
bond issue and debt service requirements would need to be adjusted accordingly from 
those indicated in the forecast.  If such interest rates, principal payments and funding 
requirements are lower than those assumed, such adjustments would not adversely affect 
the forecast.  
 
Our conclusions are presented below: 
 

• In our opinion, the underlying assumptions provide a reasonable basis for 
ArenaCo’s forecast.  However, there will usually be differences between 
forecasted and actual results, because events and circumstances frequently do not 
occur as expected, and those differences may be material. 

 
• The accompanying financial forecast indicates that sufficient funds could be 

generated to meet operating expenses, working capital needs, and other financial 
requirements, including PILOT payment requirements associated with the 
proposed $491,654,295 Tax Exempt Senior PILOT Bonds during the Forecast 
Period.  However, the achievement of any financial forecast is dependent upon 
future events, the occurrence of which cannot be assured. 

 
We have no responsibility to update this report for events or circumstances occurring 
after the date of this report. 
 
 

 
 
 

CSL International 
 
December 1, 2009  
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2011-12(1) 2012-13 2013-14 2014-15 2015-16

REVENUES
Contractually Obligated Income:

Sponsorship $4,942,000 $30,540,000 $31,456,000 $32,400,000 $33,372,000
Premium Seating Revenue, Net 4,178,000    23,060,000   23,726,000   24,412,000   25,118,000   
Naming Rights Payment 1,667,000    10,000,000   10,000,000   10,000,000   10,000,000   
Guaranteed Rental Payments (Nets' Ticket Sales) (2) -                   6,500,000     6,695,000     6,896,000     7,103,000     
Guaranteed Rental Payments (Practice Facility and Office)(3) 104,000       627,000        646,000        665,000        685,000        
Guaranteed Concession Payment(4) 1,125,000    4,500,000     4,635,000     4,774,000     4,917,000     
Rent from Team Store 70,000         420,000        433,000        446,000        459,000        
Rent from Arena Block Retail, Net 33,000         200,000        206,000        212,000        219,000        

Total Contractually Obligated Income $12,119,000 $75,847,000 $77,797,000 $79,805,000 $81,873,000

Non-Contractually Obligated Revenues:
Facility & Green Building Fees $1,118,000 $6,445,000 $6,639,000 $6,838,000 $7,043,000
Concessions from Other Events, Net (182,000)      6,036,000     6,229,000     6,576,000     6,781,000     
Ticket Revenue from Other Events, Net 1,116,000    5,747,000     5,919,000     6,097,000     6,280,000     
Club Suite and Nightly Suite Rentals, Net -                   678,000        697,000        717,000        738,000        
Suite Revenue from Other Events, Net 206,000       1,059,000     1,090,000     1,123,000     1,157,000     
Party Suite Revenue, Net -                   715,000        736,000        757,000        778,000        
Additional Rental Revenue from Nets' Ticket Sales (2) -                   1,287,000     1,365,000     1,446,000     1,531,000     
Miscellaneous 292,000       1,803,000     1,857,000     1,912,000     1,970,000     
Novelties from Other Events, Net 175,000       907,000        935,000        963,000        995,000        
Additional Concession Revenue (4) -                   767,000        800,000        964,000        1,000,000     
Net Playoff Revenue/(Expense) -                   -                   -                   -                   -                   
Parking Income -                   -                   -                   -                   -                   

Total Non-Contractually Obligated Income 2,725,000  25,444,000 26,267,000 27,393,000   28,273,000   

TOTAL ARENA REVENUES 14,844,000 $101,291,000 104,064,000 107,198,000  110,146,000  

EXPENSES
Operating Expenses 3,449,000    24,559,000   25,392,000   26,247,000   27,034,000   

TOTAL ARENA EXPENSES 3,449,000  24,559,000 25,392,000 26,247,000   27,034,000   

NET INCOME FROM OPERATIONS 11,395,000 $76,732,000 $78,672,000 $80,951,000 $83,112,000

DEBT SERVICE
Tax Exempt Senior PILOT Bonds:

Interest Expense $4,888,465 $29,330,792 $29,330,792 $29,301,616 $29,233,012
Principal Reduction -                   -                   555,000        1,305,000     2,020,000     
Insurance -                   -                   -                   -                   -                   
Less: Interest Earnings on DSRF & SRF(5) -                   2,074,837     2,074,837     2,074,837     2,074,837     

Total - Tax Exempt Senior PILOT Bonds $4,888,465 $27,255,956 $27,810,956 $28,531,780 $29,178,176

DEBT SERVICE COVERAGE RATIO 2.33 2.82 2.83 2.84 2.85

Notes:
(1) Represents only two months of operations.
(2) Based on the lease agreement with the team, ArenaCo will receive the greater of $6.5 million annually or 10% of gross after-tax ticket sales from Nets' games.
(3) Includes rent from team for practice facility and office space.
(4) Based on the agreement between Levy and ArenaCo, ArenaCo will receive a minimum payment of $4.5 million annually from Levy for the right to manage f&b
 operations should Barclays Center maintain a minimum annual attendance of 1,638,836 for all events hosted.
(5) "DSRF" = Debt Service Reserve Fund; "SRF" = Strike Reserve Fund

BROOKLYN ARENA, LLC

and the Years Ending June 30, 2013 through 2016

Forecasted Statement of Income
Proposed Barclays Center Arena

For the Two Months Ending June 30, 2012
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BROOKLYN ARENA, LLC 
SUMMARY OF SIGNIFICANT FORECAST ASSUMPTIONS AND NOTES 

FOR THE TWO MONTHS ENDING JUNE 30, 2012 AND 
FOR THE YEARS ENDING JUNE 30, 2013 THROUGH 2016 

 
__________ 

 
The forecasted statement of income is based on assumptions provided by, or reviewed 
and approved by, ArenaCo and presents to the best of their knowledge and belief, the 
expected results of operations from May 1, 2012 to June 30, 2016 (“Forecast Period”). 
 
The assumptions disclosed herein are not an all-inclusive list of assumptions used in the 
preparation of the forecast, but are those which ArenaCo believes are significant to the 
forecast or are key factors upon which the forecasted financial statements depend. 
Accordingly, the forecast reflects ArenaCo’s judgment at the time of this report except 
where noted.  
 
This forecast has been prepared for inclusion in the Official Statement related to the 
issuance of $491,654,295 Tax Exempt Senior PILOT Bonds. There will usually be 
differences between forecasted and actual results because events and circumstances 
frequently do not occur as expected, and those differences may be material. 
 
The number of events held, premium seating sales and sponsorship revenue are the 
primary determinants of the operating performance of arenas hosting an NBA franchise.  
The effect on the forecast of changes in the level of these variables is presented in the 
section of this report entitled “Sensitivity of the Financial Forecast to a Change in Critical 
Variables”. 
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BROOKLYN ARENA, LLC 
SUMMARY OF SIGNIFICANT FORECAST ASSUMPTIONS AND NOTES 

FOR THE TWO MONTHS ENDING JUNE 30, 2012 AND 
FOR THE YEARS ENDING JUNE 30, 2013 THROUGH 2016 

 
Note 1 

Background of the Project  

__________ 
 
The proposed Barclays Center Arena will be constructed in the borough of Brooklyn, 
New York and is a phase of a major mixed-use development project planned for an 
approximately 22-acre site in the Atlantic Terminal area near the intersection of Atlantic 
Avenue and Flatbush Avenue. The Arena will be designed collaboratively by Ellerbe 
Becket and SHoP Architects, with Ellerbe Becket serving as the architect of record.   
 
The Arena will have a total seating capacity of approximately 18,282 for basketball 
including 12 bunker suites, 83 traditional suites, 6 conference suites, 4 party suites, 40 
loge boxes, 3,250 club seats as well as 6 clubs and restaurants. The Arena will also house 
food, beverage and merchandise facilities, retail space, corporate business space, function 
space, facilities for media and other functions and amenities appropriate to a state-of-the-
art, first-class professional basketball facility.  Furthermore, 10 subway lines and the 
LIRR will link directly to the arena with an additional 11 bus lines nearby.   
 
The City will make a capital contribution for the proposed Barclays Center through the 
appropriation of City funds from the City’s fiscal budget, totaling approximately $131 
million, for certain costs incurred and to be incurred in connection with acquisition of the 
Premises by ESDC.  The City Funding Agreement will control the disbursement to ESDC 
of the City’s capital contribution, and the State Funding Agreement will control the 
disbursement of the City’s funding portion (as well as the State’s funding portion) to the 
Developer. 
 
Including the 44 Nets home games the proposed Arena will host annually, it is 
anticipated the Arena will host approximately 228 total events on an annual basis.  It is 
expected that the Arena will host events such as NCAA college basketball games, boxing 
matches, minor league hockey, concerts, family shows, award shows, private rentals, 
community events and other such events.   
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BROOKLYN ARENA, LLC 
SUMMARY OF SIGNIFICANT FORECAST ASSUMPTIONS AND NOTES 

FOR THE TWO MONTHS ENDING JUNE 30, 2012 AND 
FOR THE YEARS ENDING JUNE 30, 2013 THROUGH 2016 

 
Note 1 

Background of the Project (cont’d) 

__________ 
 
New Jersey Basketball is the owner of the Nets NBA franchise.  New Jersey Basketball 
will be the licensee of the Arena under the Nets License Agreement and a party to the 
Non-Relocation Agreement.  New Jersey Basketball will retain all Nets Team Revenue 
under the Nets License Agreement.  For a description of the ownership structure of the 
Nets’ organization, see “ARENA MANAGEMENT AND OPERATIONS—
Organizational Structure.” 
 
The Arena Developer is an affiliate of New Jersey Basketball and was formed for the 
purpose of managing the development aspects of the Arena Project.  ArenaCo, a newly-
formed special purpose entity and subsidiary of the Arena Developer, will be the tenant 
of the Arena Premises and the Arena under the Arena Lease Agreement and the licensor 
of the Arena under the Nets License Agreement and will be responsible for making all 
PILOTs under the PILOT Agreement.  ArenaCo will receive all Arena Tenant Revenue, 
which will be used by ArenaCo to make PILOTs under the PILOT Agreement, to pay 
Rent under the Arena Lease Agreement, to pay certain costs of operating and maintaining 
the Arena, and to pay for certain capital repairs and improvements as well as all expenses 
directly related to the generation of Arena Tenant Revenue, including consulting fees and 
legal fees. For a description of ArenaCo’s anticipated operating results, see “ARENA 
MANAGEMENT AND OPERATIONS.” 
 
Currently, Nets Sports and Entertainment, LLC, a Delaware limited liability company 
(“NSE LLC”), is the 100% owner of (i) the Arena Developer, which is in turn the 100% 
owner of ArenaCo, and (ii) Brooklyn Basketball, LLC, which is in turn the 100% owner 
of New Jersey Basketball.   NSE LLC is owned by a group of investors and is managed 
by a chairman’s council and headed by its Chairman, Bruce C. Ratner.  Mr. Ratner is 
Chief Executive Officer of Forest City Ratner Companies, LLC (“FCRC”), a real estate 
development company principally engaged in the ownership, development, management 
and construction of commercial and multi-family residential real estate in New York 
City. 
 
On September 23, 2009, NSE LLC entered into a letter of intent with an affiliate of the 
Onexim Group, a Russian private investment fund founded by Mikhail Prokhorov, 
pursuant to which NSE LLC and its subsidiaries, including the Arena Developer 
(collectively, "NSE Parties"), and certain newly-formed entities that will be directly or 
indirectly owned by the Onexim Group (collectively, "New Investor") expect to enter into 
a definitive agreement ("Investment Agreement") in connection with the issuance of the 
Series 2009 PILOT Bonds.  Pursuant to the Investment Agreement, it is expected that the 
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BROOKLYN ARENA, LLC 
SUMMARY OF SIGNIFICANT FORECAST ASSUMPTIONS AND NOTES 

FOR THE TWO MONTHS ENDING JUNE 30, 2012 AND 
FOR THE YEARS ENDING JUNE 30, 2013 THROUGH 2016 

 
Note 1 

Background of the Project (cont’d) 

__________ 
 
New Investor will, among other things, invest $200 million ("Purchase Price") and make 
certain contingent funding commitments, including but not limited to a commitment to 
fund up to $60 million (in the aggregate) in losses or cash needs of BasketballCo prior to 
the date of completion of the Arena, in exchange for forty-five percent (45%) of the 
equity of the Arena Developer and eighty percent (80%) of the equity of New Jersey 
Basketball ("Sale Transaction").  ArenaCo expects that the definitive Investment 
Agreement will be executed by no later than the date of initial delivery of the Series 2009 
PILOT Bonds. 
 
ArenaCo will receive a license fee from the Team and will be entitled to receive an 
allocation of fees paid by the holders of suite licenses, and revenues from the sale of 
concessions and merchandise (excluding Nets logo merchandise) under the Nets License 
Agreement (all such fees and revenues, collectively, “Nets License Revenue”).    
 
In addition, ArenaCo will receive revenues from naming rights and sponsorship 
agreements and from the production of other events at the Arena (such revenues, 
collectively with the Nets License Revenue, the “Arena Tenant Revenue”).  ArenaCo 
will use Arena Tenant Revenue to make PILOT payments under the PILOT Agreement, 
to pay all Rent under the Arena Lease Agreement, and to pay certain costs of operating 
and maintaining the Arena and certain capital repairs and improvements to the Arena, as 
well as all expenses directly related to the generation of Arena Tenant Revenue, including 
consulting fees and legal fees. 
 
 
Major Assumptions 
 

• It is assumed that the New Jersey Nets will relocate and play three preseason and 
all regular season home games at the proposed Arena. 

• It is assumed that the proposed Arena will compete with the existing Izod Center 
and other local facilities for events coming to the New York/New Jersey area. 

• The proposed Arena will be competitively managed and effectively marketed. 

 
Any deviations from the foregoing assumptions could have a material adverse effect on 
the forecasts presented herein.  
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BROOKLYN ARENA, LLC 
SUMMARY OF SIGNIFICANT FORECAST ASSUMPTIONS AND NOTES 

FOR THE TWO MONTHS ENDING JUNE 30, 2012 AND 
FOR THE YEARS ENDING JUNE 30, 2013 THROUGH 2016 

 
Note 2 

Accounting Policies 

__________ 
 
Basis of Accounting 
 
The forecasted statement of income has been prepared on the accrual basis of accounting 
in accordance with generally accepted accounting principles. In preparing this forecast, it 
has been assumed that revenues are recognized in the year earned and expenses are 
recorded in the year in which they are incurred.  The accounting method used represents 
the accounting method expected to be used in preparing ArenaCo’s financial statements 
in the future.  
 
It is assumed that the arena will open in May of 2012. As such, the year ending June 30, 
2012 only reflects two months of operations. The first full year of stabilized operations 
will be fiscal year 2012, with the fiscal year ending each 12 months on June 30. The 
years ending June 30, 2012 through 2016 are defined as the “Forecast Period” herein, and 
this period is the timeframe from which this analysis was derived.  
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BROOKLYN ARENA, LLC 
SUMMARY OF SIGNIFICANT FORECAST ASSUMPTIONS AND NOTES 

FOR THE TWO MONTHS ENDING JUNE 30, 2012 AND 
FOR THE YEARS ENDING JUNE 30, 2013 THROUGH 2016 

 
Note 3 

Arena Construction 

__________ 
 
The following table sets forth ArenaCo’s estimates of the Arena Project development 
costs.  The costs set forth on the following page are inclusive of the costs necessary for 
improvements to infrastructure, and are based on the provisions of the Arena 
Construction Contract, the costs under the Architect’s Agreement, current estimates of 
the cost of Arena Project insurance, and ArenaCo’s judgments and assumptions, which it 
believes are relevant and accurate.   
 
Although the technical review of the Arena Construction Contract and the Architect’s 
Agreement for the Arena Project are on-going, in the opinion of Merritt & Harris, Inc. 
(the “Independent Engineer”) as of October 2009, the costs presented in the following 
table are reasonable to construct the Arena.  
 

 
Estimated

Budget Item Cost

Arena Costs:
Allocation of Atlantic Yards Project Site Preparation Costs $124,125,125
Hard Costs (Trades, GC/Fee, Permits, Bonds, etc.) 465,594,329
Soft Costs and Other 172,415,208
Hunt Contingency 19,679,350
Owner's Contingency 25,291,127

Subtotal Arena Costs $807,105,138

Infrastructure Costs:
Hard Costs (Trades, GC/Fee, Permits, Bonds, etc.) $80,924,164
Infrastructure Soft Costs 8,140,075
Infrastructure Contingency 8,092,416

Subtotal Infrastructure Costs $97,156,655

Total Arena and Infrastructure Costs $904,261,793
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BROOKLYN ARENA, LLC 
SUMMARY OF SIGNIFICANT FORECAST ASSUMPTIONS AND NOTES 

FOR THE TWO MONTHS ENDING JUNE 30, 2012 AND 
FOR THE YEARS ENDING JUNE 30, 2013 THROUGH 2016 

 
Note 4 

Financing Details  

__________ 
 
The following reserve funds have been established. 
 
 
Capitalized Interest Fund ArenaCo will make a deposit to the 

Capitalized Interest Fund to pay interest 
costs during the construction period. 
Interest earnings on the Capitalized Interest 
Fund are forecasted to be used for interest 
costs on the Tax Exempt Senior PILOT 
bonds. 
 

Debt Service Reserve Fund ArenaCo will make a deposit equal to 
average annual debt service payments to a 
Debt Service Reserve fund. The interest 
earnings from the Debt Service Reserve 
Fund are forecasted to be used for interest 
costs on the Tax Exempt Senior PILOT 
bonds. 

 
Strike Reserve Fund  

 
ArenaCo will make a deposit equal to 50 
percent of average annual debt service 
payments to a Strike Reserve Fund. The 
interest earnings from the Strike Reserve 
Fund are forecasted to be used for interest 
costs on the Tax Exempt Senior PILOT 
bonds. 
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BROOKLYN ARENA, LLC 
SUMMARY OF SIGNIFICANT FORECAST ASSUMPTIONS AND NOTES 

FOR THE TWO MONTHS ENDING JUNE 30, 2012 AND 
FOR THE YEARS ENDING JUNE 30, 2013 THROUGH 2016 

 
Note 4 

Financing Details (cont’d) 

__________ 
 
The following table presents the calculation of the debt service associated with the 
$491,654,295 of Tax Exempt Senior PILOT Bonds during the Forecast Period. 
 
 

Interest Interest Capitalized
Period Interest Principal Earnings Earnings Interest Net Debt
Ending Expense Reduction On DSRF (1) On SRF (2) Fund Service

7/15/2012 $29,330,792 - - - $24,442,327 $4,888,465
7/15/2013 $29,330,792 - $1,383,224 $691,612 - $27,255,956
7/15/2014 $29,330,792 $555,000 $1,383,224 $691,612 - $27,810,956
7/15/2015 $29,301,616 $1,305,000 $1,383,224 $691,612 - $28,531,780
7/15/2016 $29,233,012 $2,020,000 $1,383,224 $691,612 - $29,178,176

Notes:
(1) Debt Service Reserve Fund
(2) Strike Reserve Fund  
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BROOKLYN ARENA, LLC 
SUMMARY OF SIGNIFICANT FORECAST ASSUMPTIONS AND NOTES 

FOR THE TWO MONTHS ENDING JUNE 30, 2012 AND 
FOR THE YEARS ENDING JUNE 30, 2013 THROUGH 2016 

 
Note 5 

Sources and Uses of Funds 

__________ 
 
The sources and uses of funds for developing the Barclays Center Arena are forecasted to 
be as follows: 
 

Forecasted
Amounts

Sources of Funds:
Series 2009 PILOT Bonds Proceeds $491,654,295 (a)

City Capital Contribution 131,000,000 (b)

Additional Rent 405,741,078 (c)

Total Sources of Funds $1,028,395,373

Uses of Funds:
Deposit to Construction Fund $894,994,047 (d)

Deposit to Capitalized Interest Account 64,202,864 (e)

Deposit to Debt Service Reserve Fund 39,520,696 (f)

Deposit to Strike Reserve Fund 19,760,348 (g)

Costs of Issuance and Other Costs 9,917,417 (h)

Total Uses of Funds $1,028,395,373
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BROOKLYN ARENA, LLC 
SUMMARY OF SIGNIFICANT FORECAST ASSUMPTIONS AND NOTES 

FOR THE TWO MONTHS ENDING JUNE 30, 2012 AND 
FOR THE YEARS ENDING JUNE 30, 2013 THROUGH 2016 

 
Note 5 

Sources and Uses of Funds (cont’d) 

__________ 
 
Sources of Funds: 
 

a. Series 2009 PILOT Bond Proceeds – Represents the principal amount of bonds 
issued plus any associated premium and less any associated discount. 

 
b. City Capital Contribution – The City will make a capital contribution to the 

project through the appropriation of City funds from the City’s fiscal budget, 
totaling approximately $131 million, for certain costs incurred and to be incurred 
in connection with acquisition of the Premises by ESDC. 

 
c. Additional Rent – Represents up-front fair market value rent paid by ArenaCo to 

provide for additional funds for construction of the Arena. 
 

 
Uses of Funds: 
 

d. Deposit to Construction Fund – Total project costs less previously incurred 
Rent provided by ArenaCo and previously incurred capital contribution from the 
City.  

 
e. Deposit to Capitalized Interest Account – Monies deposited with Bond Trustee 

to pay for current interest on bonds during construction period. The capitalized 
interest period ends May 15, 2012 and the capitalized interest fund earns 0.75 
percent per annum. 

 
f. Deposit to Debt Service Reserve Fund – Monies deposited with Bond Trustee to 

pay debt service in case of shortfall of revenues. The debt service reserve fund 
will be funded in the amount equal to average annual debt service  

 
g. Deposit to Strike Reserve Fund – Monies deposited with Bond Trustee to pay 

debt service in the case of a shortfall of revenues as a result of an NBA work-
stoppage. The strike reserve fund will be funded in the amount equal to 50% of 
average annual debt service. 
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BROOKLYN ARENA, LLC 
SUMMARY OF SIGNIFICANT FORECAST ASSUMPTIONS AND NOTES 

FOR THE TWO MONTHS ENDING JUNE 30, 2012 AND 
FOR THE YEARS ENDING JUNE 30, 2013 THROUGH 2016 

 
Note 5 

Sources and Uses of Funds (cont’d) 

__________ 
 
h. Cost of Issuance and Other Costs – Fees and expenses paid to underwriters for 

underwriting services and issuance-related fees including but not limited to legal 
fees, printer fees, rating agency fees and others. 
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BROOKLYN ARENA, LLC 
SUMMARY OF SIGNIFICANT FORECAST ASSUMPTIONS AND NOTES 

FOR THE TWO MONTHS ENDING JUNE 30, 2012 AND 
FOR THE YEARS ENDING JUNE 30, 2013 THROUGH 2016 

 
Note 6 

ArenaCo Revenue Assumptions 

__________ 
 
Brooklyn Arena, LLC (ArenaCo) Revenue 
 
Primary operating revenues for ArenaCo include contractually obligated income 
including premium seating revenue (suites and loge boxes), naming rights payments, 
sponsorship agreements, rental payments from the Nets which constitute the greater of a 
percentage of gross ticket sales or a guaranteed annual payment, rental payments for the 
team practice facility and associated office space, rent from the team store, net rent from 
arena block retail, and guaranteed payments from the concessionaire, Levy Premium 
Foodservice Limited Partnership (“Levy”), for the exclusive right to control food and 
beverage operations.   
  
Non-contractually obligated income includes a percentage of concessions revenue based 
on defined revenue hurdles, revenue from other events (ticket revenue, premium seating 
revenue, concession revenue, and merchandise revenue), facility and green building fee 
revenue, and miscellaneous revenue.   
 
The first fiscal year of operations at the proposed Arena (2011/2012) is projected to 
encompass only two months. For purposes of this analysis, all detailed revenue 
calculations will be shown during the first full year of stabilized operations, 2012/2013, 
unless specified otherwise. 
 

 
Contractually Obligated Income 
 
Premium Seating 
 
Premium seating at the proposed Arena from which ArenaCo will have the rights 
to collect revenue will include 12 bunker suites, 83 traditional suites, 6 conference 
suites, 4 party suites and 40 loge boxes. The table on the following page presents 
a calculation of forecasted premium seating revenue for the proposed Arena for 
the first full year of stabilized operations. 
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BROOKLYN ARENA, LLC 
SUMMARY OF SIGNIFICANT FORECAST ASSUMPTIONS AND NOTES 

FOR THE TWO MONTHS ENDING JUNE 30, 2012 AND 
FOR THE YEARS ENDING JUNE 30, 2013 THROUGH 2016 

 
Note 6 

ArenaCo Revenue Assumptions (cont’d) 

__________ 
 
Total Forecasted Forecasted Forecasted

Premium Available Percentage Average Total
Seating Option(1) Inventory Sold Annual Price Revenue

Suites:
Bunker Suites 12 83% $335,780 $3,357,800
Conventional Suite - Level 1 53 91% 296,983 14,255,200
Conventional Suite - Level 2 30 93% 274,682 7,691,096
Conference Suites 6 83% 103,000 515,000

Subtotal - Suites $25,819,096

Loge Boxes:
Loge Boxes 40 95% $59,703 $2,268,699

Subtotal - Loge Boxes $2,268,699

Total Premium Seating Revenue $28,087,795

     Less:
Ticket Portion of Premium to Nets (5,028,035)   

NET PREMIUM SEATING REVENUE $23,059,760

Notes:
(1) Excludes party suites.  

 
As shown above, suite leases are estimated to generate approximately $25.8 
million in revenue, while loge box leases are anticipated to generate 
approximately $2.3 million in revenue during the first full year of stabilized 
operations at Barclays Center.  Overall, it is estimated that Barclays Center will 
generate approximately $28.1 million in premium seating revenue during the 
2012/2013 season.   
 
As set forth in the lease between ArenaCo and the Nets, the Nets are entitled to a 
portion of the revenue generated from premium seating that is related to the cost 
of tickets associated with the annual lease of suites and loge boxes.  As shown 
above, it is estimated that the ticket portion of the premium seating revenue will 
total approximately $5.0 million in the first full year of stabilized operations.  
 
After adjusting for ticket revenue related to premium seating, it is estimated the 
Arena will generate net premium seating revenue of approximately $23.1 million. 
Premium seating revenue is estimated to increase approximately three percent 
annually during the Forecast Period.  
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BROOKLYN ARENA, LLC 
SUMMARY OF SIGNIFICANT FORECAST ASSUMPTIONS AND NOTES 

FOR THE TWO MONTHS ENDING JUNE 30, 2012 AND 
FOR THE YEARS ENDING JUNE 30, 2013 THROUGH 2016 

 
Note 6 

ArenaCo Revenue Assumptions (cont’d) 

__________ 
 
Naming Rights Payments 
 
ArenaCo has entered into an agreement with Barclays Services Corporation 
(“Barclays”) which grants Barclays, among other entitlements, exclusive naming 
rights to the Arena (the “Barclays NRA”) over a 20 year term.  Barclays shall 
have the right to trigger an exclusive negotiating period for a potential extension 
of the Agreement, provided that Barclays must, at a minimum, agree to an 
extension of at least 10 additional years.  If an extension of the Agreement is not 
reached, Barclays has certain matching rights for any third party Arena naming 
rights agreement, if such third party derives at least 75 percent of its consolidated 
revenues from “Financial Services” (as defined in the Agreement). During the 
Forecast Period, the naming rights payment to ArenaCo will be $10 million 
annually, totaling $200 million to ArenaCo over the 20 year base Term. 
 
 
Sponsorship Agreements 
 
Currently, ArenaCo has negotiated to receive sponsorship revenue from a number 
of entities on an annual basis.  The majority of this revenue is attributable to the 
sale of temporary and permanent signage in the Arena including billboards, 
scoreboard and other on-site fixed and electronic advertising and from 
promotional events and giveaways at Nets’ home games.   
 
For the initial year of operations (2011/2012), approximately $11.0 million in 
annual sponsorship revenue has been secured while an additional $1.4 million in 
annual revenue was in contract as of the date of this report.  In total, 
approximately $12.5 million in annual sponsorship revenue, or 42 percent of the 
total goal, has been secured or was in contract as of the date of this report.  
Sponsorship revenue is estimated to increase at three percent annually throughout 
the Forecast Period. The table on the following page outlines the sponsorship 
revenue that has been secured or is under contract for the Arena’s initial year of 
operations. 
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BROOKLYN ARENA, LLC 
SUMMARY OF SIGNIFICANT FORECAST ASSUMPTIONS AND NOTES 

FOR THE TWO MONTHS ENDING JUNE 30, 2012 AND 
FOR THE YEARS ENDING JUNE 30, 2013 THROUGH 2016 

 
Note 6 

ArenaCo Revenue Assumptions (cont’d) 

__________ 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Rental Payments (Contractually Obligated) 
 
As set forth in the License Agreement between ArenaCo and the New Jersey 
Nets, ArenaCo will receive the greater of an annual lease payment of $6.5 million 
or 10 percent of gross ticket sales from Nets games. In addition to the guaranteed 
rental payment from Nets games, ArenaCo will receive rental income from the 
leasing of the practice facility and office space to the team. It is estimated that the 
rental income from the practice facility and office space will be approximately 
$627,000 in the first full year of operations. In total, it is estimated that ArenaCo 
will receive approximately $7.1 million in guaranteed rental payments during the 
first full year of stabilized operations, 2012/2013. It is estimated that the 
guaranteed rental payments will grow at three percent annually during the forecast 
period.  
 
Based on the utilization estimates presented herein, it is forecasted that 10 percent 
of ticket sales from Nets’ games would exceed the guaranteed annual rental 
payment from the team. As such, detail regarding the additional rental income 
from ticket sales estimated to be generated at the Arena from Nets’ games beyond 
the guaranteed amount is presented later in this section. 
 

Annual
Revenue Average

(2011-2012) (1) Term

Closed Deals $11,036,802 5.9
In Contract $1,431,420 6.5

Total (Closed or In Contract) $12,468,222
Total Goal(2) $29,650,322
Percent to Budget 42%

(1) The 2011-2012 fiscal year represents two months of operations. Figures shown above represent
the contract value over a full year of operations. Total goal for two months of operations during
2011-2012 season is $4,942,000
(2) Total sponsorship goal for first full year of stabilized operations (2012-2013 Season) is $30,539,832.
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BROOKLYN ARENA, LLC 
SUMMARY OF SIGNIFICANT FORECAST ASSUMPTIONS AND NOTES 

FOR THE TWO MONTHS ENDING JUNE 30, 2012 AND 
FOR THE YEARS ENDING JUNE 30, 2013 THROUGH 2016 

 
Note 6 

ArenaCo Revenue Assumptions (cont’d) 

__________ 
 

Concessions (Contractually Obligated)  
 
ArenaCo has entered into an agreement with Levy to provide food and beverage 
services at the Arena.   Under this agreement, pending a required minimum 
annual attendance for all events hosted at the Arena of 1,638,836, ArenaCo will 
receive a minimum guaranteed annual payment of $4.5 million from Levy for the 
right to manage food and beverage operations. This payment from Levy will 
increase three percent annually during the Forecast Period. In addition to the 
guaranteed annual payment, ArenaCo will receive a certain percentage of net 
concessions revenue which exceeds revenue hurdles set forth in the agreement 
with Levy.  Based on current utilization estimates, it is estimated that the income 
from concessions sales would exceed these hurdles. As such, additional detail 
regarding the total concessions revenue estimated to be generated at the Arena 
beyond the guaranteed annual amount is presented later in this section.  
 
 
Rent from Team Store 
 
As set forth in the License Agreement between ArenaCo and the New Jersey 
Nets, ArenaCo will receive approximately $420,000 in license fees during the 
first full year of stabilized operations from the New Jersey Nets.  This agreement 
grants the New Jersey Nets the exclusive right to sell Nets’ and NBA-related 
merchandise at various locations throughout the Arena.  It is forecasted that the 
license fee will increase at a rate of approximately three percent annually 
throughout the Forecast Period.  
 

 
Net Rent from Arena Block Retail 
 
As part of the Barclays Center development, there will be retail shops 
immediately adjacent to and associated with the Arena.  It is currently envisioned 
that ArenaCo will control this retail space, and it is estimated that ArenaCo will 
receive approximately $200,000 in the first full year of stabilized operations for 
leasing this retail space to merchants.  It is estimated that rent from the arena 
block retail will increase at a rate of approximately three percent annually 
throughout the Forecast Period.  
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SUMMARY OF SIGNIFICANT FORECAST ASSUMPTIONS AND NOTES 

FOR THE TWO MONTHS ENDING JUNE 30, 2012 AND 
FOR THE YEARS ENDING JUNE 30, 2013 THROUGH 2016 

 
Note 6 

ArenaCo Revenue Assumptions (cont’d) 

__________ 
 

Non-Contractually Obligated Revenue  

 

Rental Payments (Non-Contractually Obligated) 
 
As set forth in the License Agreement between ArenaCo and the Nets, ArenaCo 
will receive the greater of $6.5 million or 10 percent of gross after-tax ticket sales 
from Nets’ games annually. The table below details the calculation for total ticket 
revenue forecasted to be generated from Nets’ games during the first full year of 
stabilized operations. 
 

Forecasted Forecasted Forecasted Forecasted
Forecasted Average Average Gross Forecasted Forecasted Net Total 

Ticket Annual Paid   Ticket  Ticket Less: Net Ticket Arena Revenue
Type Games (1) Attendance Price Revenue Sales Tax Revenue Share To Arena (2)

Full Season 44             8,806         $183.67 $71,168,484 ($5,499,756) $65,668,728 10% $6,566,873
Partial Plan 44             2,489         54.69 5,989,706 (462,872) 5,526,834 10% 552,683
Single Game 44             2,096         50.61 4,668,855 (360,800) 4,308,056 10% 430,806
Group Ticket 44             1,797         32.43 2,564,310 (198,165) 2,366,146 10% 236,615
TOTAL 15,189 84,391,356 ($6,521,593) $77,869,764 $7,786,976

Notes:
(1) Includes regular and preseason games only. Does not include any post season games.
(2) Based on the lease agreement with the team, ArenaCo will receive the greater of $6.5 million annually or 10% of gross after-tax ticket sales from Nets' games.  
 
As shown, given the arrangement between ArenaCo and the Nets, it is estimated 
that ArenaCo will receive approximately $7.8 million in rental income from ticket 
sales during Nets’ games in the first full year of stabilized operations, or 
approximately $1.3 million beyond what is contractually obligated through the 
lease agreement.  

 
Concessions Revenue (Non-Contractually Obligated) 
 
As set forth in the agreement between ArenaCo and Levy, ArenaCo will receive 
$4.5 million annually from Levy in exchange for the right to manage concessions. 
In addition to this guaranteed amount, ArenaCo will receive a certain percentage 
of net revenue generated from the sale of concessions.  The following table details 
the calculation for total gross concessions revenue forecasted to be generated for 
all events hosted at Barclays Center during the first full year of stabilized 
operations. 



 

19 

BROOKLYN ARENA, LLC 
SUMMARY OF SIGNIFICANT FORECAST ASSUMPTIONS AND NOTES 

FOR THE TWO MONTHS ENDING JUNE 30, 2012 AND 
FOR THE YEARS ENDING JUNE 30, 2013 THROUGH 2016 

 
Note 6 

ArenaCo Revenue Assumptions (cont’d) 

__________ 

Forecasted Forecasted
Forecasted Average Turnstile  Average Per  Total

Event Type Events Attendance Capita Spending (1) Revenue

Non-Premium Concessions

Nets' Games 44 13,785 $10.30 $6,247,362
Concerts 45 12,268 8.24 4,548,917
Other Rentals 31 -                            0.00 0
Other Sporting Events 30 6,401 5.69 1,092,067
Family Shows 73 5,051 3.09 1,139,400
Subtotal - Non-Premium $13,027,746

Premium Concessions

Nets' Games 44 2,116 $56.24 $5,236,520
Concerts 45 1,232 46.35 2,569,968
Other Rentals 31 -                            0.00 0
Other Sporting Events 30 1,366 38.59 1,581,600
Family Shows 73 1,449 12.36 1,307,218
Subtotal - Premium $10,695,307

Restaurants

Nets' Games 44 310 $66.72 $911,464
Concerts 45 264 56.65 671,941
Other Rentals 31 176 20.60 112,216
Other Sporting Events 30 152 38.36 174,502
Family Shows 73 32 20.60 47,712
Subtotal - Restaurants $1,917,835

Clubs

Nets' Games 44 1,446 $32.37 $2,059,345
Concerts 45 1,228 26.98 1,490,127
Other Rentals 31 818 6.80 172,460
Other Sporting Events 30 706 18.42 390,228
Family Shows 73 591 9.90 427,294
Subtotal - Clubs $4,539,455

Subcontracted Foodservice - Net

Nets' Games 44 13,785 $0.41 $249,894
Concerts 45 12,268 0.31 170,584
Other Rentals 31 -                            0.00 0
Other Sporting Events 30 6,401 0.24 45,169
Family Shows 73 5,051 0.10 35,741
Subtotal - Foodservice $501,389

Catering

Nets' Games 44 150 $25.40 $167,633
Concerts 45 150 46.35 312,863
Other Rentals 31 484 46.35 695,250
Other Sporting Events 30 88 19.34 51,243
Family Shows 73 10 10.30 7,725
Subtotal - Catering $1,234,713

TOTAL GROSS CONCESSIONS REVENUE $31,916,445

Notes:
(1) All per cap figures are net of applicable sales taxes.
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SUMMARY OF SIGNIFICANT FORECAST ASSUMPTIONS AND NOTES 

FOR THE TWO MONTHS ENDING JUNE 30, 2012 AND 
FOR THE YEARS ENDING JUNE 30, 2013 THROUGH 2016 

 
Note 6 

ArenaCo Revenue Assumptions (cont’d) 

_________ 
 
As shown on the previous page, it forecasted that all events hosted at Barclays 
Center during the first full year of stabilized operations will generate total gross 
concessions revenue of approximately $31.9 million. 
 
The calculation to arrive at the total concessions revenue recognized by ArenaCo 
from all events hosted at the Arena as defined by the covenants set forth in the 
agreement with Levy is presented below. 
 
 
TOTAL GROSS CONCESSIONS REVENUE $31,916,445

Less:
Price-Inclusive Adjustment 679,800
Product Cost 7,266,751
Payroll 9,396,303
Other Operating Expenses 2,083,692

OPERATING PROFIT $12,489,898

Less:
Depreciation of Pre-opening Expenses 349,504
Owner's Preference(1) 9,122,004 (A)
Management Fee 300,000

CONTRACT PROFIT $2,718,390

Less:
Profit Split with Concessionaire 743,678

NET PROFIT TO OWNER $1,974,712 (B)

Plus:
F&B Credit from Concessionaire 206,000 (C)

TOTAL CONCESSIONS REVENUE TO ARENACO (A+B+C) $11,302,716 (2)

Notes:
(1) This figure is based on the revenue hurdles set forth in the agreement between ArenaCo and Levy.
(2) This figure is  inclusive of the guaranteed $4.5 million ArenaCo receives annually from Levy in exchange for the right
to manage concessions.
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Note 6 

ArenaCo Revenue Assumptions (cont’d) 

_________ 
 
As shown on the previous page, it is forecasted that ArenaCo will receive 
approximately $11.3 million in total net concessions revenue (including the 
guaranteed payment from Levy of $4.5 million) from all events hosted at Barclays 
Center during the first full year of stabilized operations.  It is forecasted that net 
concessions revenue will grow at a rate ranging from approximately three percent 
to six percent annually during the Forecast Period, based on a variety of factors, 
including expense growth and the expiration of certain ArenaCo obligations.   
 

 

Other Event Ticket Revenue 
 
Other event ticket revenue consists of revenue generated by non-NBA events 
forecasted to be hosted at the Arena.  Other event ticket revenue is a function of 
the number of events, average non-premium (general admission) paid attendance, 
average ticket prices and the Arena’s share of ticket revenue.  The table below 
presents the calculation of other event ticket revenue for the first full year of 
stabilized operations at the Arena. 
 

 Forecasted Forecasted Forecasted Forecasted
Average Average Gross Forecasted Forecasted Net Total 

Event Forecasted Paid  Ticket Ticket Less: Net Ticket Arena Revenue
Type Events Attendance Price Revenue Sales Tax Revenue Share To Arena

General Admission:

Concerts 45 12,825 $81.95 $47,298,005 ($3,655,094) $43,642,911 5.0% $2,182,146
Other Sporting Events 30 6,990 32.68 6,852,710 ($529,563) 6,323,146 9.4% 592,024
Family Shows 73 5,850 38.25 16,332,717 ($1,262,159) 15,070,558 10.0% 1,507,056
Fixed Fee Rentals(1) 31 9,000 (2) 49,173 (3) 1,524,354 ($58,899) 1,465,455 100.0% 1,465,455

TOTAL 179 72,007,786 ($5,505,716) $66,502,070 8.6% $5,746,680

Notes:
(1) Revenue from fixed fee rentals is based on the number of rentals and the average fee per rental.  Attendance is shown for illustrative purposes only.
(2) Shown for informational purposes only. Attendance is not utilized to calculate revenue for fixed fee rentals.
(3) Represents the average daily rental fee. 
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Note 6 

ArenaCo Revenue Assumptions (cont’d) 

__________ 
 
As shown in the previous table, it is forecasted that the Arena will generate 
approximately $5.7 million in other event ticket revenue during the first full year 
of stabilized operations.  Other event ticket revenue is forecasted to increase 
approximately three percent annually throughout the Forecast Period. 
 
 
Club Suite, Nightly Suite and Party Suite Rentals 
 
Suites that are not leased on an annual basis for Nets’ games will be rented on a 
game-by-game basis as nightly suites or as club suites. In addition to the suites 
that are not leased on an annual basis, there are four party suites that will be 
rented for Nets’ games on a game-by-game basis. The four party suites are 
projected to be combined and sold as two larger party suites.  Revenue derived 
from club suite, nightly suite and party suite rentals is a function of the number of 
games, average rental price, and the number of suites rented.  The table below 
summarizes the calculation of revenue derived from club suite, nightly suite and 
party suite rentals.  
 
 Forecasted Forecasted Forecasted Forecasted
Premium Inventory Average Games Total
Seating Option Sold Price Rented Revenue

Suites:
Level One and Two Suites (Club Suites) 2 $4,697 44 $413,318
Level One and Two Suites (Nightly) 2 4,697 44 413,318
Party Suites 2 13,578 42 912,443
Total Premium Seating Revenue $1,739,079
     Less:
          Ticket Portion of Premium to Nets ($346,231)

NET PREMIUM SEATING REVENUE $1,392,849
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Note 6 

ArenaCo Revenue Assumptions (cont’d) 

__________ 
 
As shown on the previous page, club suite, nightly suite and party suite rentals are 
forecasted to generate approximately $1.7 million in revenue annually.  As set 
forth in the License Agreement between ArenaCo and the Nets, the Nets are 
entitled to a portion of the revenue generated from premium seating that is related 
to the ticket price associated with the rental of club suites, nightly suites and party 
suites.    

 
As shown on the previous page, it is estimated that the ticket portion of the 
premium seating revenue will total approximately $346,000 in the first full year 
of operations. After adjusting for ticket revenue related to premium seating, it is 
forecasted the Arena will generate approximately $1.4 million from club suite 
rentals, nightly suite rentals, and party suite rentals during Nets’ games in the first 
full year of stabilized operations.  Revenue from club suite, nightly suite and party 
suite rentals is forecasted to grow at three percent annually during the Forecast 
Period.  
 

 
Other Event Premium Seating Revenue 
 
Other event premium seating revenue consists of party suite rentals and nightly 
loge box rentals for events other than Nets’ basketball games. Other event 
premium seating revenue is a function of the number of events, average rental 
price, and the number of party suites or loge boxes rented for events other than 
Nets’ games.  The table on the following page presents the forecasted revenue 
derived from party suite and loge box rentals for events other than Nets’ games 
hosted at the Arena during the first full year of stabilized operations.  
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Note 6 

ArenaCo Revenue Assumptions (cont’d) 

__________ 
 
 

Forecasted Forecasted
Forecasted Suites/Boxes Forecasted Forecasted Forecasted Net Total 

Seating Sellable Sold  Average  Total Arena Revenue
Type Events Per Event Rental Price Revenue Share To Arena

Party Suite 60 1.6 $7,164 $687,774 100.0% $687,774
Loge Box 20 30 $618 370,800 100.0% 370,800

TOTAL $1,058,574  
 
As shown above, it is forecasted that the Arena will generate approximately $1.1 
million in premium seating revenue from events other than Nets’ games during 
the first full year of stabilized operations.  Throughout the Forecast Period, it is 
anticipated that premium seating revenue from other events will increase at an 
annual rate of three percent. 

 
 

Other Event Novelties Revenue 
 
Other event novelties revenue consists of revenue generated from the sale of 
merchandise throughout the Arena during events other than Nets’ games. Other 
event novelties revenue is a function of the number of events, average turnstile 
attendance, average per capita spending on novelties and the percentage of 
revenue allocated to the Arena. The table on the following page outlines the 
calculation for revenue generated from the sale of novelties at events other than 
Nets’ games during the first full year of stabilized operations. 
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Note 6 

ArenaCo Revenue Assumptions (cont’d) 

__________ 
 
 

Forecasted
Forecasted Forecasted Forecasted Forecasted Forecasted Net Total 

Forecasted Average Turnstile  Average Per Gross Total Less: Net Total Arena Revenue
Seating Type Events Attendance Capita Spending Revenue Sales Tax Revenue Share To Arena

General, Club and Floor:

Concerts 45 12,420 $15.30 $8,550,152 ($660,738) $7,889,413 10.0% $788,941
Other Sporting Events 30 7,145 2.04 436,942 (33,766) 403,176 10.0% 40,318
Family Shows 73 5,980 5.80 2,530,348 (195,540) 2,334,807 0.0% -                 
     Subtotal - General $829,259

Traditional Suite Seats:

Concerts 45 1,024 $15.30 $705,256 ($54,501) $650,755 10.0% $65,076
Other Sporting Events 30 1,024 1.98 60,822 (4,841) 55,981 10.0% 5,598
Family Shows 73 1,024 5.80 433,484 (33,499) 399,986 0.0% -                 
     Subtotal - Suites $70,674

Party Suite Seats:

All Events 60 80 $15.86 76,138 ($5,884) $70,254 10.0% $7,025
     Subtotal - Party Suites $7,025

TOTAL $906,958  
 
As shown in the table above, it is forecasted that the Arena will generate 
approximately $907,000 in other event novelties revenue during the first full year 
of stabilized operations.  It is forecast other event novelties revenue will increase 
annually at a rate of approximately three percent throughout the Forecast Period. 
 
 
Facility and Green Building Fee Revenue 
 
Revenue from facility and green building fees is a function of the total annual 
number of tickets that are sold to events at the Arena as well as the amount of the 
fee that is assessed to each ticket. Specifically, facility fees and green building 
fees are assessed on all tickets sold to all events hosted at the Arena, including 
tickets sold for Nets’ games. ArenaCo will retain all revenue generated by the 
green building fees and all revenue generated from facility fees with the exception 
of the facility fee assessed on Nets’ tickets. The revenue from the facility fee 
assessed on tickets sold for Nets’ games will be retained by the Team. The table 
on the following page presents the calculation for revenue generated from facility 
and green building fees during the first full year of stabilized operations. 
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Note 6 

ArenaCo Revenue Assumptions (cont’d) 

__________ 
 
 

Forecasted Forecasted Forecasted
Event Annual Paid Average  Total 
Type Attendance Fee Revenue

Facility Fee:

Concerts 577,125 $3.71 $2,142,668
Other Sporting Events 209,700 3.71 778,544
Family Shows 427,050 3.71 1,585,491

    Subtotal - Facility  Fee $4,506,703

Green Building Fee:

Concerts 577,125 $1.03 $594,439
Other Sporting Events 209,700 1.03 215,991
Family Shows 427,050 1.03 439,862
Nets' Games (Regular and Preseason) 668,302 1.03 688,351
    Subtotal - Green Building Fee $1,938,643

TOTAL $6,445,346
 

 
As shown above, it is estimated the average facility fee of $3.71 per ticket sold 
will generate approximately $4.5 million in annual revenue, while the green 
building fee of $1.03 per ticket sold will generate approximately $1.9 million in 
annual revenue. Overall, it is forecasted that facility and green building fees will 
generate approximately $6.4 million in revenue during the first full year of 
stabilized operations at the Arena.  Facility and green building fees are estimated 
to increase three percent annually during the Forecast Period. 

 
 

Miscellaneous Revenue 
 
Miscellaneous revenue consists of all other ancillary revenue sources generated as 
a result of the Arena’s annual operations.  The table on the following page 
summarizes the projected miscellaneous revenue streams for the proposed Arena 
during the first full year of stabilized operations. 
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Note 6 

ArenaCo Revenue Assumptions (cont’d) 

__________ 
 
 

 
 
 
 
 
 
 
As shown in the table above, it is forecasted that miscellaneous revenue will be 
approximately $1.8 million during the first full year of stabilized operations.  
Furthermore, miscellaneous revenue is forecasted to grow at three percent 
annually during the Forecast Period. 
 
 
 
 

Revenue Forecasted
Source Amount
Ticketing Fee Rebates $1,442,000
Movie & Other Licensing Fees 309,000
Other 51,500
TOTAL $1,802,500
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Note 7 

ArenaCo Expense Assumptions 

__________ 
 
 

Primary operating expenses for ArenaCo include event-day expenses, non-event 
expenses, and other expenses. 
 
 
Event-Day Expenses 
 
ArenaCo will be responsible for all event-day expenses for Nets games, including costs 
associated with ticket takers, ushers, security, custodians and other event-day related 
costs. However, ArenaCo is projected to be responsible for only 20 percent of expenses 
related to concerts, other sporting events and family shows and responsible for 70 percent 
of expenses related to fixed fee rentals.  
 
The table below outlines the total forecasted event day expenses for the Arena during the 
first full year of stabilized operations.  
 

Forecasted Forecasted Total
Event Forecasted Net Expense Event-Day
Type Events By Event Expenses

Nets 44 $85,000 $3,740,000
Fixed-Fee Rentals 31 28,776 892,055
Family Shows 73 7,607 555,294
Concerts 45 12,434 559,531
Other Sporting Events 30 7,299 218,979
Other Event-Related Expenses n/a n/a 1,052,000
TOTAL $7,017,859  

 
As shown in the table above, event-day expenses are forecasted to be approximately $7.0 
million in the first full year of stabilized operations, increasing approximately three 
percent annually throughout the Forecast Period.  
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Note 7 

ArenaCo Expense Assumptions (cont’d) 

__________ 
 

 
Non-Event Expenses 
 
The sum of non-event expenses are forecasted to be the largest expense incurred by the 
Arena and include such items as salaries and benefits, utilities, insurance, advertising, 
repairs and maintenance, among others.  The non-event expenses forecasted to be 
incurred by the Arena during the first full year of stabilized operations are presented 
below.  
 

Forecasted Total
Expense Non-Event
Type Expenses

Salaries $4,700,920
Benefits & Taxes 1,037,210
Utilities 3,783,692
Insurance 2,884,000
Maintenance / Service Contracts 840,480
Advertising 1,230,850
Supplies 601,520
Repairs and Maintenance 217,330
Box Office Charges 364,620
Travel & Entertainment 128,750
Mail/Postage/Dues 25,750
Telephone 238,960
Printing 77,250
Professional/Management Fees 247,200
Training 51,500
Uniforms 35,020
Building Systems 145,230
Landscaping 25,750
Licenses & Permits 25,750
Office Equipment Rental 51,500
24-Hour Security 594,310
Miscellaneous 108,150
TOTAL $17,415,742
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Note 7 

ArenaCo Expense Assumptions (cont’d) 

__________ 
 
As shown in the table on the previous page, non-event expenses are forecasted to be 
approximately $17.4 million in the first full year of stabilized operations.  It is forecasted 
that non-event expenses will increase approximately three percent annually throughout 
the Forecast Period.  

 
 

Other Expenses 
 
Other operational expenses are estimated to include costs related to maintenance capital 
expenditures, which are forecasted to be approximately $125,000 during the first full year 
of stabilized operations. It is forecasted that other expenses will increase by $100,000 
annually for the first three years of the Forecast Period and at three percent annually 
thereafter.  
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Sensitivity of the Financial Forecast 
To a Change in Critical Variables 

__________ 
 
 

Because a forecast is based on assumptions about circumstances and events that have not 
yet taken place, the following analyses of the sensitivity of the forecast to changes in 
critical assumptions have been made. 
 
The range of results represented by these analyses does not necessarily represent the best 
or worst possible results, since the actual results may not fall within the specified interval. 
 
These analyses contrast the sensitivity of certain variables assuming that only the variable 
being considered will change and all other assumptions will remain as they were 
originally forecasted.  The extent of potential increases and decreases of other variables 
not directly associated with the ones being considered has not been determined. 
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Sensitivity of the Financial Forecast 
To a Change in Critical Variables 

__________ 
 
 

The following analysis presents the net operating income and the resulting debt service 
coverage ratios assuming the sale of premium seating at Barclays Center varies from the 
level forecasted in this report during the first full year of stabilized operations. 
 
 

Sensitivity of the Net Operating Income and Resulting Debt Service Coverage 
Ratios to a Change in the Sale of Premium Seating in the First Full Year of 

Stabilized Operations 
 
 

Premium Seating – 2012/2013 
 
 

Total Total Net
Percent of Total Suites Loge Boxes Premium Seating Net Operating Debt Service

Forecast Level Sold (1) Sold Revenue(2) Income(3) Coverage Ratio
120% 97 40 $24,435,000 $77,755,000 2.85
110% 97 40 24,435,000 77,593,000 2.85
100% 91 38 23,060,000 76,732,000 2.82
75% 71 29 16,969,000 70,561,000 2.59
50% 48 19 9,774,000 63,625,000 2.33
33% 31 13 4,855,000 59,097,000 2.17

Notes:
(1) Includes conventional, conference and bunker suites leased on an annual basis.
(2) Includes only revenue from suites and loge boxes that are leased on an annual basis. Does not include revenue from party suites, club suites or nightly 
suite rentals. Excludes associated ticket revenue from Nets' games. 
(3) Assumes that 25% of unleased suites are utilized as club suites or nightly suites. 
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Sensitivity of the Financial Forecast 
To a Change in Critical Variables 

__________ 
 
 

The following analysis presents the net operating income and the resulting debt service 
coverage ratios assuming sponsorship sales at Barclays Center vary from the level 
forecasted in this report during the first full year of stabilized operations. 
 
 

Sensitivity of the Net Operating Income and Resulting Debt Service Coverage 
Ratios to a Change in Sponsorship Sales in the First Full Year of Stabilized 

Operations 
 
 

Sponsorship Sales – 2012/2013 
 
 

Percent of Total Sponsorship Net Operating Debt Service
Forecast Level Revenue Income Coverage Ratio

120% $36,648,000 $82,840,000 3.04
110% 33,594,000 79,786,000 2.93
100% 30,540,000 76,732,000 2.82
75% 22,905,000 69,097,000 2.54
50% 15,270,000 61,462,000 2.25
33% 10,078,000 56,270,000 2.06
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Sensitivity of the Financial Forecast 
To a Change in Critical Variables 

__________ 
 
 

The following analysis presents the net operating income and the resulting debt service 
coverage ratios assuming non-NBA related events (“Other Events”) hosted at Barclays 
Center vary from the level forecasted in this report during the first full year of stabilized 
operations. 
 
 

Sensitivity of the Net Operating Income and Resulting Debt Service Coverage 
Ratios to a Change in Other Events in the First Full Year of Stabilized Operations 

 
 

Other Events – 2012/2013 
 
 

Percent of Other Net Operating Debt Service
Forecast Level Events(1) Income(2) Coverage Ratio

120% 215 79,830,000 2.93
110% 197 78,281,000 2.87
100% 179 76,732,000 2.82
75% 134 72,860,000 2.67
50% 90 68,994,000 2.53
33% 59 66,375,000 2.44

Notes:
(1) Does not include 44 preseason and regular season Nets' games.  Includes all other events estimated to 
be hosted at the Barclays Center.
(2) NOI includes revenues and expense associated with 44 preseason and regular season Nets' games as 

well as the operations of the corresponding number of Other Events shown above.  
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December 1, 2009 
 
 
Mr. David Berliner 
Brooklyn Arena, LLC 
1 MetroTech Center North 
New York, New York 11201 
 
 
Dear Mr. Berliner: 
 
We have completed an assessment of the market viability of the Barclays Center in 
Brooklyn, New York.  The attached report summarizes our research and analyses, and is 
intended to assist Brooklyn Arena, LLC with activities associated with the development 
of the Barclays Center. 
 
The information contained in this report is based on estimates, assumptions and other 
information developed from research of the market, knowledge of the public assembly 
industry and other factors, including certain information you have provided.  All 
information provided to us by others was not audited or verified, and was assumed to be 
correct.  Because the procedures were limited, we express no opinion or assurances of 
any kind on the achievability of any estimated information contained herein and this 
report should not be relied upon for that purpose.  Furthermore, there will be differences 
between estimated and actual results.  This is because events and circumstances 
frequently do not occur as expected, and those differences may be material.  We have no 
responsibility to update this report for events and circumstances occurring after the date 
of this report. 
 
We sincerely appreciate the opportunity to assist you with this project, and would be 
pleased to be of further assistance in the interpretation and application of the study. 
 
 
Very truly yours, 

 
 
 

CSL International 
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Brooklyn Arena, LLC retained CSL International (“CSL”) to provide a market and 
financial analysis for a new multi-purpose arena to be located in downtown Brooklyn.  
Expected to open in early 2012, the Barclays Center would be one component of a major 
mixed-use development including residential units, office space, retail, dining and 
entertainment areas.   
 
The primary tenant of the facility will be the New Jersey Nets (“the Nets”) of the 
National Basketball Association (“NBA”).  The facility is also envisioned to provide the 
New York City area with a state-of-the art entertainment venue capable of hosting a 
multitude of other major spectator events including concerts, family shows and other 
sporting events. 
 
The planning and construction of the Barclays Center is a long-term process which is not 
expected to be completed until early 2012.  Once completed, it is expected that Barclays 
Center would be operational for 40 or more years.  Given the long-term nature of such 
projects, the estimated results presented herein reflect a long-term economic outlook that 
is more stable than the current economic environment.  Please note that a prolonged and 
sustained economic downturn could impact the results presented herein, and those 
impacts could be material. 
 

 
Study Highlights 

 
• The Nets currently play in one of the oldest facilities hosting a National 

Basketball Association franchise.  In fact, 23 of the 30 existing franchises 
played in facilities opened since 1990 during the 2008-2009 NBA season, and 
three other teams, including the Nets, are exploring the potential for 
renovations to existing facilities or the development of new arenas. 

 
• Nets average attendance over the last five years ranks seventeenth out of the 

30 NBA franchises.  However, the Nets’ average paid attendance for two of 
the three most recent seasons was approximately 16,000, well above the five-
year league average of 14,201. 

 
• The IZOD Center, the Nets’ current home, offers only 28 private suites and no 

club seats, compared to an NBA average of 94 private suites and 
approximately 2,100 club seats.  The lack of premium seating limits the ability 
of the Nets to generate revenues to support the increasing cost structure 
associated with operating an NBA franchise. 

 
• The Brooklyn area is part of the most densely populated metropolitan region 

in the nation with approximately 2.51 million residents.  Brooklyn is centrally 
located between Manhattan and Queens with populations of 1.62 million and 
2.26 million respectively.   
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• With easy access to the tri-state metropolitan marketplace (New York, New 

Jersey, Connecticut) and the convergence of commercial and retail business, 
educational institutions and residential neighborhoods, a downtown Brooklyn 
site is ideal for a new state-of-the-art arena. 

 
• The development of the Barclays Center and surrounding mixed-use 

developments will have a significant impact on downtown Brooklyn, 
including the area surrounding the MetroTech Center.  The Barclays Center 
and the surrounding mixed use development will serve as the southern anchor 
for downtown Brooklyn.   

 
• The New York metropolitan area has a high number of professional sports 

venues and franchises that will present competition to the Barclays Center and 
the Nets. However, the market has the fourth highest ratio of population per 
professional sports franchise among the markets analyzed and the Nets are 
already an existing franchise in the area.   

 
• The corporate markets in both Manhattan and Brooklyn/Queens were 

surveyed and indicated a high level of support for the Barclays Center in 
Brooklyn.  Approximately 43 percent of the Manhattan corporations surveyed 
and 34 percent of the Brooklyn/Queens corporations surveyed indicated an 
interest in purchasing courtside suites at the Barclays Center.  Further, there 
was a higher level of interest in traditional suites.  Approximately 59 percent 
and 87 percent of Manhattan and Brooklyn/Queens corporations indicated an 
interest in traditional suites, respectively.  In addition, one third of Manhattan 
and Brooklyn/Queens corporations indicated an interest in loge boxes, while 
approximately one third of Manhattan corporations and 40 percent of 
Brooklyn/Queens corporations indicated an interest in club seats.  

 
• Based on the in-depth analysis of the current and future trends in the New 

York marketplace, it is recommended that the new arena incorporate 
approximately 100 private suites, 40 loge boxes and 3,300 club seats for 
revenue generation purposes. 

 
• The current design plans for the Barclays Center include: a large main-entry 

vomitory which allows pedestrians on the street to see the center hung 
scoreboard and patrons within the seating bowl, transparent facades along 
Flatbush and Atlantic Avenues to orient and connect patrons to the City 
outside while allowing people on the street to experience the energy of arena 
events, a main concourse located at street level, an increased number of suites 
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between the baselines and multiple clubs and restaurants all designed to 
provide for an unmatched fan experience.    

 
• Based on interviews conducted in late 2008 and April 2009 with local and 

national promoters, the development of a new arena will provide the 
marketplace with a state of the art facility that will better serve concert and 
family show promoters.  It is expected that the new arena will likely generate 
incremental events that are not currently being accommodated in the 
marketplace due to a lack of availability and amenities.  It is also likely that 
the arena will attract a number of events that are currently held at the other 
area venues.  If the IZOD Center ceases to operate after the opening of the 
Barclays Center, the new arena could accommodate a significant number of 
those events no longer held at the IZOD Center.  

 
• Moderate and aggressive event estimates have been developed for two 

different arena scenarios.  One scenario assumes that the IZOD Center 
remains open and is competitive with the new arena, while the other scenario 
assumes the IZOD Center ceases operations after the Barclays Center opens.  
It has been estimated that between 184 and 214 events could be held under the 
scenario with the IZOD Center continuing operation and 204 and 234 
assuming the IZOD Center closes. 

 
 
Local Market Analysis 
 
The demographic and socioeconomic characteristics of the Brooklyn market are 
important components in assessing the potential success of the Nets and the Barclays 
Center.  The strength of the market in terms of its ability to attract events and spectators 
and to generate revenues is predicated on the size of the regional market population and 
its spending characteristics in the context of competition within the market.  The 
following are key conclusions with respect to the demographic and socioeconomic 
characteristics of the Brooklyn market: 

 
• The Brooklyn area would be ideal for a new state-of-the-art arena.  If Brooklyn 

were an independent city, based on population, it would be the fourth largest in 
the United States. 

 
• The surrounding metropolitan area is one of the largest and most densely 

populated areas in the country.  The Barclays Center will have excellent access to 
the surrounding metropolitan area given its location adjacent to the third largest 
transportation hub in New York City.  Over 35 million people pass through this 
transit hub annually. 

 



 
Executive Summary 
 

 iv

• The median household income in the New York market area is higher than the 
national average, indicating the area may have a higher amount of disposable 
income to allocate to sports and entertainment activities. 

 
• The New York market has more high income households than any of the current 

NBA markets.  The number of households with an annual income greater than 
$150,000 per year is almost seven times the NBA average.   

 
• The corporate base in the immediate area of the proposed arena site is strong and 

expanding. 
 
• New York’s ratio of corporate inventory to number of franchises is higher than 

both the average and median of the markets analyzed even though there are a 
large number of major professional sports franchises within the market.   

 
Exhibit ES.1 summarizes the comparative demographic and socioeconomic statistics of 
New York and the NBA markets reviewed in this analysis.   

 
As shown, the New York market ranks in the top half of NBA markets in ten of the 
eleven demographic and socioeconomic categories analyzed.  New York ranks at or near 
the top of NBA markets in terms of variables associated with sheer market size, total 
income and high income households.   
 

Exhibit ES.1
Summary of 2009 NBA Demographic Characteristics

NBA NBA
Demographic Variable New York Rank (1) Average (2) Median (2) NBA High NBA Low

Population 18,870,038 1 3,886,379 2,893,520 18,870,038 1,128,474

Population per Franchise (3) 2,096,671 5 1,380,928 1,255,495 2,218,761 574,658

Households 6,823,897 1 1,417,827 1,116,578 6,823,897 370,181

Median Household Effective Buying Income (4) $48,560 6 $46,282 $45,958 $63,437 $38,339

Households With Income Greater than $150,000 951,997 1 141,597 101,028 951,997 23,058

Sports Admission Spending per Household $162 13 $160 $155 $214 $104

Unemployment Rate 6.6% 14 6.7% 6.6% 10.6% 3.8%

Corporate Inventory (5) 15,509 2 5,087 3,853 18,299 1,262

Corporate Inventory per Franchise (3)(5) 1,723 13 1,782 1,704 3,126 631

Corporations per Suite (NBA Markets) (5)(6) 35 6 23 17 73 7

High Income Households per Club Seat (NBA Markets) (6)(7) 42 3 22 12 194 3

(1) Rank out of 27 U.S.-based NBA markets.
(2) Averages and medians exclude New York.
(3) Includes franchises in the National Basketball Association, National Football League, Major League Baseball and National Hockey League.
(4) Effective Buying Income is often referred to as disposable income or after-tax income.
(5) Includes all corporate headquarters with at least 25 employees and $5 million in annual sales and corporate branches with at least 25 employees.
(6) Includes suites/club seats in facilities hosting National Basketball Association, National Football League, Major League Baseball and National Hockey League franchises.
(7) Includes all households with an annual income of $150,000 or greater.
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It is important to note there are a large number of high-income households located within 
the New York market which can offset the relatively lower income and spending 
averages seen in the marketplace.  For instance, there are approximately 952,000 high-
income households in the marketplace with an annual income greater than $150,000.  
This figure is higher than the number of total households in twelve of the U.S.-based 
NBA markets analyzed. 
 
In addition to the demographic and socioeconomic characteristics of a market, it is 
important to understand the level of competition present in a market in terms of 
professional sports franchises and facilities.  The Barclays Center will face direct 
competition for attendance, premium seating revenues, and event booking from several 
facilities within the New York market.  The primary competition for events at Barclays 
Center would be Madison Square Garden, Nassau Coliseum, IZOD Center and Prudential 
Center.  The following exhibit summarizes the annual event levels of the competitive 
arenas in the New York/New Jersey marketplace. 

 
As shown, the four major arena competitors in the market host 613 events annually.  
Approximately 50 percent of total events in the market are tenant sporting events.  The 
remaining 50 percent comprises other sporting events, concerts, family shows and 
miscellaneous events.  It is in these event categories where Barclays Center will compete 
to attract additional events into the market and draw events away from its competitors.  It 
should be noted that facility management at Madison Square Garden and Nassau 
Coliseum were unable to provide CSL with the exact number of flat-fee rental events that 
took place during the year for which event levels are provided.  In these instances, the 
number of flat fee events held at these facilities was assumed to be zero, effectively 
understating the total event levels at these facilities. 
 

Tenant Other Family Other
Arena Events Sports Shows Concerts Events Total

IZOD Center 54 0 60 30 27 171
Madison Square Garden (2) 116 18 28 70 0 232
Prudential Center 77 10 16 25 2 130
Nassau Coliseum (2) 52 2 8 18 0 80

Total 299 30 112 143 29 613

(1) Represents the most recently available annual event schedule.  
(2) Does not include flat fee non-tenant events.  

Exhibit ES.2
Competitive Arena Events (1)
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Each of the competitive sporting venues does provide some level of competition for 
premium seating.  Exhibit ES.3 presents the premium seat inventory and average annual 
price at each competitive facility. 

Once the New Meadowlands Stadium opens in 2010, the New York marketplace will 
offer a total of 542 suites, 39,366 club seats, and 576 courtside/floor seats for basketball.  
In 2010, the average inventory of suites in the New York market will be 77 suites per 
venue and the average inventory of club seats will be 3,782 seats per venue.  With the 
opening of the new Yankees and Mets facilities and the Giants and Jets opening a new 
facility in the near future, this brings the New York market up to a more competitive 
level with other professional sports markets.  Prior to the opening of Prudential Center 
and the other new sports facility projects, the area did not offer premium seating options 
similar to other professional sports markets. 

Exhibit ES.4 summarizes the existing premium seating inventory and the hypothetical 
inventory of all new or renovated facilities in 2012. 

Private Suites Club Seats
Potential

Average Potential Potential Potential Premium
Year Number of Annual Annual Number of Annual Annual Number of Annual Annual Seating

Facility Built Suites Fee Revenue Club Seats Fee Revenue Seats Fee Revenue Revenue

IZOD Center 1981 28 $171,000 $4,801,000 0 $0 $0 438 $30,840 $13,508,000 $18,309,000
Madison Square Gardens 1968 89 $425,000 $37,825,000 Knicks 2,828 $10,439 $29,522,000 138 $58,330 $8,050,000 $108,266,000

Rangers 3,926 $8,372 $32,869,000
Prudential Center 2007 78 $225,000 $17,550,000 2,200 $6,970 $15,334,000 0 $0 $0 $32,884,000
Nassau Coliseum 1972 33 $155,000 $5,105,000 382 $4,530 $1,731,000 0 $0 $0 $6,836,000
Citi Field 2009 49 $375,000 $13,975,000 6,500 $21,870 $142,155,000 0 $0 $0 $156,130,000
New Yankee Stadium 2009 52 $685,000 $35,620,000 4,500 $40,500 $182,250,000 0 $0 $0 $217,870,000
New Meadowlands Stadium 2010 213 $560,000 $119,280,000 Giants 9,300 $5,000 $46,500,000 0 $0 $0 $165,780,000

Jets 9,730 $3,900 $37,947,000

Total / Average 542 $432,000 $234,156,000 39,366 $12,000 $488,308,000 576 $37,000 $21,558,000 $744,022,000

Courtside/Floor Seats

Competitive Premium Seating Detail
Exhibit ES.3

Facility Suites Club Seats Suites Club Seats

IZOD Center 28 28
Madison Square Garden: 89 (1) 167 (2)

Knicks 2,828 2,828
Rangers 3,926 3,926

Prudential Center 78 2,200 78 2,200
Nassau Coliseum 33 382 33 382
Citi Field 49 6,500 49 6,500
New Yankee Stadium 52 4,500 52 4,500
Giants Stadium / New Meadowlands: 119 213 (4)

Giants 506 9,300
Jets 630 9,730

Total 448 21,472 620 39,366

Incremental Suites 172
Incremental Club Seats 17,894

(1) Private suites lease includes all events at the facility.
(2) Assumes planned 2012 renovations are completed.
(3) Assumes club seat inventory will remain the same after the planned 2012 renovations of the facility.
(4) The Giants and Jets plan to market suites jointly at the new facility.

Existing Inventory (2009) Future Inventory (2012)

Exhibit ES.4
Future Premium Seating Inventory
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If the pending renovation of Madison Square Garden is completed as scheduled in 2012, 
the suite inventory in the New York market will increase further.  Specifically, the 
number of suites available will increase from 448 in 2009 to 620 in 2012.  The number of 
available club seats will have increased from 21,472 to 39,366 over this same period.  

 
 
Comparable Facilities 
 
The physical and operational characteristics of selected new arena developments deemed 
comparable to the Barclays Center were also analyzed.  Specifically, information has 
been assembled from ten of the most recent single-tenant arenas (NBA-only) as well as 
the nine most recent dual-tenant (NBA and NHL) arenas.  This comparative analysis was 
prepared to gain a programmatic perspective from which to evaluate the potential 
operational performance and event levels of the Barclays Center relative to similar NBA-
only and NBA/NHL facilities.  Exhibit ES.5 presents tenant, facility name, year built, 
seating capacity, and premium seating inventories of the recently built arenas reviewed as 
a part of this analysis. 
 

 
As shown, the average number of suites in NBA-only arenas is 65, while the average 
dual-tenant building’s inventory of suites is significantly higher at 129.  It is important to 
note the average population of the U.S.-based, dual-tenant markets is significantly larger 
in terms of population and corporate base than the single-tenant markets.  As such, there 
is a larger universe of potential buyers.  

Year Seating Luxury Club Courtside/
NBA Tenant Facility Opened Capacity Suites Seats Floor Seats

NBA-Only Facilities
Orlando Magic Orlando Events Center 2010 18,500 60 1,466 406
Charlotte Bobcats Time Warner Cable Arena 2005 18,500 62 2,567 143
Memphis Grizzlies FedEx Forum 2004 18,000 59 2,592 241
Houston Rockets Toyota Center 2003 18,600 105 2,900 567
San Antonio Spurs AT&T Center 2002 18,500 58 1,767 287
Oklahoma City Thunder Ford Center 2002 18,700 49 3,380 148
Indiana Pacers Conseco Fieldhouse 1999 18,500 69 2,648 1,220
Miami Heat American Airlines Arena 1999 19,000 29 1,105 104
Portland Trail Blazers Rose Garden 1995 20,000 67 1,794 450
Cleveland Cavaliers Quicken Loan Arena 1994 18,500 95 1,847 1,054

NBA-Only Average 18,700 65 2,207 462

NBA/NHL Facilities
Dallas Mavericks American Airlines Center 2001 19,200 138 1,839 543
Atlanta Hawks Philips Arena 1999 20,500 92 1,970 302
Denver Nuggets Pepsi Center 1999 19,000 93 1,914 194
Los Angeles Clippers/Lakers Staples Center 1999 20,000 160 2,589 601
Toronto Raptors Air Canada Centre 1999 19,800 154 3,900 408
Washington Wizards Verizon Center 1997 20,000 108 2,128 914
Philadelphia 76ers Wachovia Center 1996 18,600 126 1,800 1,040
Boston Celtics TD Banknorth Gardens 1995 18,500 104 1,068 96
Chicago Bulls United Center 1994 21,800 190 6,000 462

NBA/NHL Average 19,700 129 2,579 507

Source: Facility representatives and industry publications, 2008

Exhibit ES.5
Physical Characteristics of Comparable Arenas
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The average development cost of the NBA-only facilities built since 1994, in 2010 
dollars, has been approximately $396.9 million (Note: There is no standard method of 
reporting the total cost of an arena, thus comparisons of such costs can be difficult).  For 
the purposes of comparison, arena costs include the cost of land, hard construction costs 
and soft construction costs which include architectural, engineering and legal fees, etc.  
As presented herein, arena costs do not include related infrastructure costs that may have 
been necessary for facility development or financing costs such as capitalized interest. 
 
On average, comparable NBA-only arenas were funded 71 percent through public 
sources and 29 percent through private sources.  The average development cost of the 
dual-tenant facilities, in 2010 dollars, has been approximately $449.6 million.  The 
average NBA/NHL arena was funded 14 percent through public funds and 86 percent 
through private funds.  The lower private percentage for single tenant arenas is influenced 
by both Charlotte and Memphis which were largely publicly funded in order to attract 
franchises to their respective markets.  However, the Orlando Events Center was also 
funded primarily through public funds and the Magic will continue to play in the same 
market they have since 1989.   
 
 
Market Surveys 
 
In order to develop a clear understanding of the potential interest for various seating 
options at the Barclays Center, 225 telephone surveys were conducted with corporations 
within the Brooklyn/Queens and Manhattan areas during the summer of 2008.  Surveys 
were conducted with large corporations to determine interest and opinions for a variety of 
topics related to the potential development of a multi-purpose arena and support for the 
Nets.  These topics included interest in private suites, loge boxes, club seats, advertising 
and sponsorship opportunities, competitive facilities in the marketplace and other related 
issues in order to evaluate potential support for the proposed arena and the Nets.   
 
The corporate surveys will serve as one of the primary vehicles in determining the level 
of support for the Barclays Center.  Through the survey process, feedback was obtained 
from the corporate community including interest levels in private suites, loge boxes, club 
seats, party suites as well as advertising and sponsorship opportunities.  Exhibit ES.6 
presents a summary of the initial interest in various premium seating and advertising 
concepts by respondents prior to being given specific price points. 
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As shown above, the initial interest in the private suite concept without regard to price 
ranged from 40 to 43 percent, while the interest in club seats ranged from 35 to 39 
percent.  Initial interest for loge boxes was relatively similar with Manhattan corporations 
having an initial interest of 33 percent and Brooklyn/Queens corporations at 34 percent.  
Interest in party suites ranged from 40 to 47 percent, and interest in advertising ranged 
from 25 to 42 percent.   
 
After initial interest was gauged and purchase intent questions were asked at specific 
price points for each concept, respondents were asked to indicate which, if any, of the 
seating concepts tested they would be most likely to purchase.  For the purposes of this 
study, this was deemed as the respondents’ “true interest” in a premium seating concept.  
Determining “true interest” ensures that only the seating concept(s) respondents would 
most likely buy are factored into demand estimates.  Exhibit ES.7, illustrates the “true 
interest” of survey respondents after all premium seating concepts were discussed.    
 
 
 
 
 
 
 
 
 
 
As illustrated above, the seating concepts that garnered the highest true interest among 
both Manhattan and Brooklyn/Queens corporations were traditional suites and club seats.   
 
In order to quantify demand estimates for private suites, loge boxes and club seats, 
preliminary calculations of the demand from the population groups have been developed.  
Exhibit ES.8, on the following page, presents an overview of the methodology used to 
estimate the demand for premium seating concepts at the Barclays Center. 

Manhattan Brooklyn/Queens
Corporations Corporations

Courtside Suites 5% 3%
Traditional Suites 11% 12%
Loge Boxes 8% 8%
Club Seats 17% 15%

Exhibit ES.7
True Interest in Various Concepts

Manhattan Brooklyn/Queens
Corporations Corporations

Private Suites 43% 34%
Loge Boxes 33% 34%
Club Seats 35% 39%
Party Suites 47% 40%
Advertising 25% 42%

Initial Interest in Various Concepts
Exhibit ES.6
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As shown, two sets of adjustments were made to the raw survey data in our calculation of 
demand.  As a basis for the extrapolation of market demand, extrapolation factors or 
capture rate factors were applied to certain positive responses (those indicating 
“definitely,” “likely,” or “possibly”) to questions regarding interest and pricing levels for 
the premium seating concepts tested prior to being extrapolated.  These factors represent 
discount percentages and are based on previous experience with numerous studies 
employing a similar methodology.  The adjustments reflect that, in reality, only a portion 
of those respondents indicating positive interest in any of the seating concepts will 
ultimately purchase these concepts when asked to commit. 
 
The second set of adjustments made is wider-ranging and encompasses various factors 
that could alter the base survey results.  This adjustment is made to the population of the 
group surveyed and is based on an analysis of the demographic and socioeconomic 
characteristics of the market and a review of comparable NBA programs and competitive 
teams in the region.  As with the extrapolation factor, the population reduction factor is 
subjective and based on experienced judgment.  It is important to note the preliminary 
quantification provides an indication of total market demand for these concepts based 
solely on the telephone survey conducted with New York area corporate headquarters and 

Exhibit ES.8
Survey Extrapolation Methodology

Research Participants

Research Data

Capture Rate Factors

Capture "definitely", "likely" and "possibly" responses

Account for research bias factors

Adjusted Research Data

Population Adjustment Factors

De-duplicate populations

Geographic and socioeconomic reductions

Competitive 
Facility 
Analysis

Market 
Characteristics Extrapolations Comparable 

NBA Data

Comparable 
Facility 
Analysis

Estimated Demand

Courtside Suites
Traditional Suites

Loge Boxes
Club Seats
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corporate branches.  The findings presented herein are based on judgmental sampling, 
and therefore should be evaluated accordingly. 
 
After these adjustments were made to the raw survey results, the demand and resulting 
revenue was projected.  The survey data used to extrapolate to the larger populations of 
each group studied reflect “true interest” data, rather than “initial interest” data as 
presented within this section.  Following the introduction of questions related to each 
premium seating concept and towards the conclusion of the survey, survey respondents 
were asked a specific question about their actual interest in premium seating at the 
Barclays Center.  Specifically, respondents indicating a positive interest in more than one 
concept were asked to indicate which, if any, of the seating concepts for which they 
showed an interest they would actually purchase.   
 
Exhibit ES.9 presents the estimated demand for courtside suites, traditional suites, loge 
boxes and club seats at the Barclays Center from corporate headquarters and branches in 
the Manhattan and the Brooklyn/Queens area.  
 

 
High income households in the New York area were not studied as part of this current 
analysis since the impetus of the market survey was to determine current demand levels 
from the corporate market for premium seating products at the Barclays Center.  
However, in late 2007, a similar market survey for the Nets was conducted to determine 
club seat demand from New York area households with annual incomes in excess of 
$150,000.  Club seat demand estimates provided in Exhibit ES.9 include demand 
estimates from  high income households as determined in the study previously conducetd 
on behalf of the Nets.     

Exhibit ES.9
Estimated Premium Seating Demand

Brooklyn /
Manhattan Queens High Income Total

Annual Lease Corporations Corporations Households Demand

Courtside Suites 
$650,000 13 1  - 14
$500,000 21 1  - 22

Traditional Suites
$450,000 47 10  - 58
$350,000 61 10  - 71
$150,000 111 28  - 139

Loge Boxes
$80,000 26 23  - 49
$65,000 40 23  - 63
$50,000 40 26  - 67

Club Seats
$18,000 390 150 2,520            3,060
$15,750 460 150 2,590            3,200
$13,500 590 180 2,750            3,520



 
Executive Summary 
 

 xii

 
The premium seating components of any sports project are often the most important 
revenue generating source for the facility.  As such, it is critical to evaluate a number of 
issues as it relates to the appropriate program and pricing of the suites, loge boxes and 
club seats.  A recommended arena pricing program has been developed based on the 
survey results, comparable arena information, architectural considerations and potential 
impacts of new sports facility projects coming to the New York area in the immediate 
future.  Exhibit ES.10 provides a summary of the recommended inventory and pricing for 
private suites, loge boxes and club seats at the Barclays Center. 
 

 
Private suite prices are assumed to represent a price inclusive of tickets to all events held 
at the Barclays Center.  The estimated premium seat program is consistent with the 
demand calculated from the market surveys conducted.   

Exhibit ES.10
Recommended Barclays Center Premium Seating Program

Potential
2009 Resulting

Inventory Price Revenue

Courtside Suites 12 $550,000 $6,600,000

Traditional Suites
Suite Level 1

Tier 1 2 $450,000 $900,000
Tier 2 12 $375,000 $4,500,000
Tier 3 16 $300,000 $4,800,000
Tier 4 22 $225,000 $4,950,000

Suite Level 2
Tier 5 2 $350,000 $700,000
Tier 6 10 $275,000 $2,750,000
Tier 7 12 $200,000 $2,400,000
Tier 8 16 $150,000 $2,400,000

Total Suites 104 $288,000 $30,000,000

Loge Boxes
Tier 1 8 $80,000 $640,000
Tier 2 12 $65,000 $780,000
Tier 3 20 $50,000 $1,000,000

Total Loge Boxes 40 $61,000 $2,420,000

Club Seats
Tier 1 700 $15,000 $10,500,000
Tier 2 1,200 $12,000 $14,400,000
Tier 3 1,400 $9,000 $12,600,000

Total Club Seats 3,300 $11,000 $37,500,000
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Event Market Demand 
 
Market-driven events are defined as those events which are affected by local market 
forces and characteristics and represent events that tour the country.  The number of 
market-driven events in a given community is typically a function of the size of the 
marketplace and the number of available facilities to host these events.  It should be noted 
that even though some of the events described herein may not be hosted in the New York 
market, there is a possibility the events may consider visiting the market in the future due 
to the development of the Barclays Center. 

In order to estimate the number and types of events that could potentially be held at the 
Barclays Center, interviews were held with several national and local event promoters in 
April of 2009.  These conversations provided an understanding of the Brooklyn market’s 
potential to attract various types of events.  The following is a summary of general 
promoter feedback regarding the New York event market and the potential utilization of 
the Barclays Center.   

 

• Promoters felt the proposed site of the Barclays Center would position it very well 
geographically given its relative proximity to the Brooklyn, Queens and 
Manhattan markets.  It is also perceived as an ideal location for a multipurpose 
facility due to its large regional population base and proximity to a mass 
transportation hub.  

 
• Feedback indicates there would be little crossover between the Brooklyn and 

Uniondale (Nassau Coliseum) markets, therefore a majority of the competition for 
arena event booking would come primarily from Madison Square Garden, the 
IZOD Center and the Prudential Center.   

 
• With the exception of the Prudential Center, the existing arena facilities suitable 

for larger events in the New York market are seen as aging.  Their physical 
characteristics, including lack of sufficient floor space, seating configuration 
flexibility and technological amenities, limit both the quality and quantity of 
events that can be held in the market. 

 
• Even with the large number of new or renovated sports venues and inclusive of 

the Barclays Center, the NYC Core Based Statistical Area (“CBSA”) has higher 
population per seat and higher population per event than other major 
CBSAs.  This data suggests there is unmet demand for additional events in the 
marketplace. 

 
• Another high-profile arena in the market could allow event organizers to spread 

out marketing dollars more efficiently across increased venues and performances. 
 

• Many promoters felt the Barclays Center would allow them to bring in 
incremental events into the New York metropolitan area. 



 
Executive Summary 
 

 xiv

 
• Some promoters felt the Brooklyn and Queens concert fan bases are currently 

underserved and there is room in this large market to host additional concerts.  
Promoters felt that current New York area arenas only partially meet demand 
from these two highly populated boroughs due to the fact that many are reluctant 
to travel to Manhattan, Newark or East Rutherford for concerts.     

 
• Promoters cited a lack of booking availability and flexibility at Madison Square 

Garden as reasons they would view the Barclays Center as an attractive 
alternative allowing them to tap into both the Brooklyn and Manhattan markets.  
Due to the high number of tenant events at Madison Square Garden, the facility is 
often unable accommodate the number of shows that promoters are willing to 
book and the scheduling of non-tenant events on weekends is difficult.    

 
Event estimates have been developed based on the promoter interviews, comparable 
facility event levels and industry experience.  Two different event scenarios have been 
developed for this analysis.  The first scenario assumes the IZOD Center remains open 
and provides direct competition to the Barclays Center for market-driven events.  The 
second scenario assumes the IZOD Center ceases operations, thus eliminating it as a 
competitor for event booking.  Exhibit ES.11 presents total event estimates assuming that 
the IZOD Center remains open.   

 

As shown, assuming the IZOD Center remains open, tenant events would be constant; 
however, the arena would face direct competition with all existing venues in the market 
for event booking.  In this scenario, total event estimates at the Barclays Center could 
range from 184 to 214 total events, resulting in attendance ranges of approximately 1.7 
million in the moderate scenario to nearly 2.4 million in the aggressive scenario.  Exhibit 
ES.12, on the following page presents the estimated market demand, by event type, 
assuming the IZOD Center closes. 

Exhibit ES.11
Estimated Event Demand - IZOD Center Remains Open

Number of Events Attendance
Event Type Moderate Aggressive Moderate Aggressive

Nets 44 - 44 14,000 - 16,500
Concerts 40 - 45 12,000 - 15,000
Other Sports 20 - 25 7,000 - 8,000
Family Shows 55 - 70 5,000 - 7,000
Fixed-Fee Rentals 25 - 30 7,500 - 9,500

Total 184 - 214 1,698,500 - 2,376,000
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Assuming the IZOD Center closes, the increase in estimated market-driven event activity 
is based on decreased competition in the marketplace as well as the new arena being an 
instant replacement venue for displaced events from the IZOD Center. 

Exhibit ES.12
Estimated Event Demand - IZOD Center Ceases Operations

Number of Events Attendance
Event Type Moderate Aggressive Moderate Aggressive

Nets 44 - 44 14,000 - 16,500
Concerts 45 - 50 12,000 - 15,000
Other Sports 20 - 30 7,000 - 8,000
Family Shows 65 - 75 5,000 - 7,000
Fixed-Fee Rentals 30 - 35 7,500 - 9,500

Total 204 - 234 1,846,000 - 2,573,500
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Brooklyn Arena, LLC retained CSL International (“CSL”) to provide a market and 
financial analysis for a new multi-purpose arena to be located in downtown Brooklyn.  
Expected to open in early 2012, the Barclays Center would be one component of a major 
mixed-use development including residential units, office space, retail, dining and 
entertainment areas.   
 
The primary tenant of the facility is envisioned to be the Nets.  The facility is also 
envisioned to provide the community with a state-of-the art entertainment venue capable 
of hosting a multitude of other major spectator events including concerts, family shows 
and other sporting events.   
 
To assess the viability of the Barclays Center in Brooklyn, CSL performed the following 
tasks: 
 

• Prepared an overview of the National Basketball Association (“NBA”); 
 
• Assembled and analyzed the demographic and socioeconomic characteristics 

of the Brooklyn marketplace versus other markets supporting NBA franchises 
and arenas; 

 
• Assembled and analyzed various physical, operating and financial 

characteristics of several comparable NBA-only and NBA/NHL arenas; 
 
• Assembled and analyzed various physical and operating characteristics of 

existing and planned competitive sports facilities in the greater New York 
metropolitan area; 

 
• Completed telephone surveys with the corporate community to assess 

potential demand for premium seating and advertising/sponsorship 
opportunities that will become available at the facility; 

 
• Interviewed key event promoters to determine their likelihood of bringing 

events to the Barclays Center and how other existing and planned facilities in 
the marketplace may impact their decisions; and, 

 
• Estimated potential event demand for the Barclays Center. 
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The results of this market analysis are intended to assist Brooklyn Arena, LLC in 
assessing the ability of the Brooklyn market to support the Barclays Center and the Nets.  
Accordingly, this report is divided into the following sections: 
 
 

1.0 Introduction; 
2.0 NBA Overview; 
3.0 Demographic and Socioeconomic Analysis; 
4.0 Comparable Facility Analysis; 
5.0 Competitive Facility Analysis; 
6.0 Market Surveys; and, 
7.0 Event Market Demand. 
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It is envisioned the Nets would become the primary tenant of the Barclays Center.  The 
purpose of this section is to provide an overview of the Nets and the NBA and is 
presented in the following sections: 
 

2.1 Nets Basketball Overview; 
2.2 League Franchises; 
2.3 Scheduling; 
2.4 League Expansion; 
2.5 Facility Development; 
2.6 Attendance; 
2.7 Ticket Prices; 
2.8 Premium Seating; 
2.9 National Broadcast Revenues;  
2.10 Team Salaries; and, 
2.11 International Growth. 

 
 
2.1  Nets Basketball Overview 
 
The Nets franchise began as one of the original eleven members of the American 
Basketball Association (“ABA”).  The team was formed to provide an ABA presence in 
the New York marketplace.  The Nets joined the NBA in 1976 as part of a four-team 
merger with the ABA.  Since the team’s inception, they have played in six different 
facilities in the New York area.  In 1981, the team moved into their current home, IZOD 
Center, then named Continental Airlines Arena, in East Rutherford, New Jersey. 
 
In November of 1998, the Nets franchise was sold to a group of investors led by Ray 
Chambers and Lewis Katz.  Soon after the purchase, a merger took place forming the 
sports conglomerate, YankeeNets, which owned the New Jersey Nets, the New York 
Yankees, a portion of the New Jersey Devils and the YES Television Network.  In 
January of 2004, after failing to secure a deal for a new arena in Newark, New Jersey, 
YankeeNets sold the franchise to a group headed by real estate developer Bruce Ratner.  
Since that time, the ownership group has been developing plans to determine the 
feasibility of relocating the Nets from IZOD Center to the Barclays Center in Brooklyn, 
New York. 
 
The IZOD Center is owned and operated by the New Jersey Sports & Exposition 
Authority (“NJSEA”).  In 2006, the NJSEA and the Nets agreed to terms for an extension 
of the team's lease at IZOD Center, which was to expire after the 2007-08 season. The 
five-year extension provides the Nets with the ability to play at the Arena through the 
2012-13 season.  The Nets are the primary tenant of the facility and the day to day 
operations are the responsibility of the NJSEA.   
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2.2  League Franchises 
 
The NBA, which began with 11 teams in 1946, has evolved into one of the most popular 
sports leagues and largest providers of sports media content in the world.  The NBA 
currently has 30 teams located in major metropolitan areas in the U.S. and Canada.  The 
teams are grouped according to their conference and division classifications in Exhibit 
2.1. 

 
 
2.3  Scheduling 
 
The current NBA schedule consists of 82 regular season games per team per year, with 
each team playing 41 games at home and 41 games on the road.  The NBA preseason 
begins in mid-October with the playoffs running through early June.  Sixteen teams 
advance to the post-season and compete in four rounds of playoffs.  Each playoff series is 
a best-of-seven, with the winners of each conference advancing to the NBA Finals to 
determine a league champion. 
 
This year, NBA teams will play over 1,200 preseason, regular season and playoff games 
and the NBA anticipates cumulative attendance in excess of 22 million.  Over 750 
million households in the U.S., Canada and around the world will watch these games on 
over-the-air, cable and satellite television.  
 

Atlantic Division Central Division Southest Division
Boston Celtics Milwaukee Bucks Orlando Magic
Philadelphia 76ers Chicago Bulls Washington Wizards
New Jersey Nets Cleveland Cavaliers Atlanta Hawks
New York Knicks Detroit Pistons Charlotte Bobcats
Toronto Raptors Indiana Pacers Miami Heat

Northwest Division Pacific Division Southwest Division
Utah Jazz Golden State Warriors New Orleans Hornets
Denver Nuggets Los Angeles Clippers San Antonio Spurs
Portland Trail Blazers Los Angeles Lakers Houston Rockets
Oklahoma City Thunder Phoenix Suns Dallas Mavericks
Minnesota Timberwolves Sacramento Kings Memphis Grizzlies

Western Conference

Eastern Conference

Exhibit 2.1
2008-09 NBA Franchises by Division and Conference
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2.4  League Expansion / Team Valuations 
 
The NBA has experienced rapid growth, awarding 21 expansion franchises since its 
inception (including the former ABA franchises), and has moved to enhance the fan 
experience by refining the game to be faster paced.  The most recent expansion franchise 
for the Charlotte market was sold in January 2003 to Robert L. Johnson for a reported 
$300 million, bringing the number of NBA teams to 30.  Prior to Charlotte, two 
expansion franchises were awarded in 1995 to the Vancouver Grizzlies and the Toronto 
Raptors.  This marked the NBA’s first international expansion, although the Vancouver 
Grizzlies have since relocated to Memphis. 
 
Exhibit 2.2 presents the historical NBA expansion fees.  From 1966 to the most recent 
expansion in 2003, the compound annual growth rate of expansion fees was 
approximately 15.8 percent.  The size of expansion fees offers evidence of the 
appreciation in value of NBA franchises and demonstrates the heightened interest by both 
cities and potential owners in acquiring NBA franchises.  Like the majority of NBA-wide 
revenues, expansion fees are distributed evenly among the existing franchises.  The 
significant increase in expansion fees has directly impacted the value of NBA franchises.   
 

 

Exhibit 2.2
Historical NBA Expansion Fees ($ in millions)

Year(1) Team(s) Fees

1966-1967 Chicago Bulls $1.3
1967-1968 San Diego Rockets, Seattle SuperSonics 3.7
1968 Phoenix Suns, Milwaukee Bucks 2.0
1970 Portland Trail Blazers, Cleveland Cavaliers, 3.7

Buffalo Braves (Clippers)
1974 New Orleans Jazz 6.2
1976(2) New Jersey Nets(3), Denver Nuggets, 3.2

Indiana Pacers, San Antonio Spurs
1980 Dallas Mavericks 12.0
1988-1989 Charlotte Hornets, Miami Heat, 32.5

Minnesota Timberwolves, Orlando Magic
1995 Toronto Raptors, Vancouver Grizzlies 125.0
2003 Charlotte Bobcats 300.0

(1)Year franchise was granted
(2)The ABA was merged into the NBA and all the teams paid an entrance fee

Source: CSL International research, 2008

(3)The Nets (one of the four teams that merged from the ABA) paid an additional $4.8 million 
to the New York Knicks to play in the same geographic market
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Exhibit 2.3 presents NBA franchise values developed by Forbes Magazine for 2003 
through 2008. 
 

 
As shown, the average NBA franchise value has risen from approximately $265 million 
in 2003 to $379 million in 2008, representing a compound annual growth rate of 7.5 
percent.   
 
Recent transactions in the marketplace are often viewed as a more reliable indicator of 
franchise value.  Exhibit 2.4 on the following page presents an analysis of franchise 
acquisitions made since 1991. 

 
 

Exhibit 2.3
Historical Franchise Values ($ in MM)

5 - Year
Franchise 2008 2007 2006 2005 2004 2003 CAGR

New York Knicks $613 $608 $592 $543 $494 $401 8.9%
Los Angeles Lakers 584 560 568 529 510 447 5.5%
Chicago Bulls 504 500 461 409 368 356 7.2%
Detroit Pistons 480 477 429 402 363 284 11.1%
Cleveland Cavaliers 477 455 380 356 298 258 13.1%
Houston Rockets 469 462 439 422 369 278 11.0%
Dallas Mavericks 466 461 463 403 374 338 6.6%
Phoenix Suns 452 449 410 395 356 282 9.9%
Boston Celtics 447 391 367 353 334 290 9.0%
San Antonio Spurs 415 405 390 350 324 283 8.0%
Toronto Raptors 400 373 315 278 297 249 9.9%
Miami Heat 393 418 409 362 279 236 10.7%
Philadelphia 76ers 360 380 375 351 342 328 1.9%
Utah Jazz 358 342 297 274 257 239 8.4%
Washington Wizards 353 348 334 318 273 274 5.2%
Sacramento Kings 350 385 379 345 330 275 4.9%
Orlando Magic 349 322 283 247 218 199 11.9%
Golden State Warriors 335 309 267 243 228 188 12.2%
Denver Nuggets 329 321 309 283 268 218 8.6%
Portland Trail Blazers 307 253 230 227 247 272 3.1%
Atlanta Hawks 306 286 275 262 232 202 8.7%
Indiana Pacers 303 333 340 324 311 280 1.6%
Minnesota Timberwolves 301 308 308 303 291 230 5.5%
OKC Thunder / Seattle SuperSonics 300 269 268 234 205 196 8.9%
Los Angeles Clippers 297 294 285 248 224 208 7.4%
New Jersey Nets 295 338 325 271 296 244 3.9%
Memphis Grizzlies 294 304 313 294 238 227 5.3%
New Orleans Hornets 285 272 248 225 225 216 7.2%
Charlotte Bobcats 284 287 277 300 - - -1.8%
Milwaukee Bucks 278 264 260 231 199 174 12.4%

Average $379 $372 $353 $326 $302 $265 7.5%

CAGR = Compound Annual Growth Rate
Source: Forbes Magazine
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As shown, there have been 24 franchise transactions since 1991.  Over this time period, 
franchise transaction amounts have increased significantly from the upper $80 million 
range for the Spurs, Rockets, Timberwolves and Magic, to values ranging from $300 
million to $404 million for the Celtics, Nets, SuperSonics, Cavaliers and Suns.   
 
 
2.5  Facility Development 
 
As the economics of the NBA have changed dramatically over the past decade, revenue 
streams generated from new arenas have become a critical component for NBA teams in 
their effort to address an increasing cost structure.  The development of modern arenas 
with major revenue producing components first began with the construction of the Palace 
at Auburn Hills in 1988, where the Detroit Pistons play.  There were several other arenas 
constructed within a year of the Palace that did not incorporate the same level of revenue 
producing components (Miami, Orlando, Charlotte, Milwaukee and Minneapolis).  Since 
that time, the Miami Heat have relocated to American Airlines Arena, while the Bucks 
and Timberwolves have all evaluated major renovation projects.  A new facility for the 

Exhibit 2.4
Recent NBA Franchise Transactions

Transaction
Team Year Value

Seattle SuperSonics 2006 $350,000,000
Cleveland Cavaliers 2005 375,000,000
Phoenix Suns 2004 404,000,000
New Jersey Nets 2004 300,000,000
Atlanta Hawks 2003 250,000,000
Boston Celtics 2002 360,000,000
Memphis Grizzlies 2001 210,000,000
Seattle SuperSonics 2001 200,000,000
Denver Nuggets 2000 200,000,000
Vancouver Grizzlies 2000 165,000,000
Dallas Mavericks 2000 280,000,000
Sacramento Kings 1999 172,000,000
New Jersey Nets 1998 150,000,000
Sacramento Kings 1998 156,250,000
Toronto Raptors 1998 125,000,000
New York Knicks 1997 300,000,000
Dallas Mavericks 1996 125,000,000
Philadelphia 76ers 1996 142,000,000
Miami Heat 1995 134,000,000
Golden State Warriors 1995 126,000,000
Minnesota Timberwolves 1994 88,500,000
San Antonio Spurs 1993 87,300,000
Houston Rockets 1993 85,000,000
Orlando Magic 1991 87,400,000

Source: CSL International research



 
2.0 NBA Overview 
 

 
8

Magic is currently under construction and is scheduled for completion prior to the 2010-
2011 season.  Since 2002, four NBA teams have moved into new NBA-only facilities 
including the Rockets, Spurs, Bobcats and Grizzlies.  Exhibit 2.5 summarizes the status 
of NBA facilities built since 1990. 

 
 
As shown, 23 of the 30 NBA arenas hosting NBA teams during the 2008-2009 season 
opened or have been significantly renovated since 1990.  In addition, a new facility for 

Exhibit 2.5
Current Status of NBA Team Facilities

Year
Completed/

Team Arena Type Renovated Capacity

Facilities Built Since 1990

Oklahoma City Ford Center NBA-Only 2002/2009 18,700
Charlotte Bobcats Time Warner Cable Arena NBA-Only 2005 18,500
Memphis Grizzlies FedEx Forum NBA-Only 2004 18,000
Houston Rockets Toyota Center NBA-Only 2003 18,600
San Antonio Spurs AT&T Center NBA-Only 2002 18,500
Dallas Mavericks American Airlines Center NBA/NHL 2001 19,200
Indiana Pacers Conseco Fieldhouse NBA-Only 1999 18,500
New Orleans Hornets New Orleans Arena NBA-Only 1999 18,000
Miami Heat American Airlines Arena NBA-Only 1999 19,000
Los Angeles Clippers/Lakers Staples Center NBA/NHL 1999 20,000
Atlanta Hawks Philips Arena NBA/NHL 1999 20,500
Denver Nuggets Pepsi Center NBA/NHL 1999 19,000
Toronto Raptors Air Canada Centre NBA/NHL 1999 19,800
Washington Wizards Verizon Center NBA/NHL 1997 20,000
Golden State Warriors Oracle Arena NBA-Only 1966/1997 19,200
Philadelphia 76ers Wachovia Center NBA/NHL 1996 18,600
Portland Trail Blazers Rose Garden NBA-Only 1995 20,000
Boston Celtics TD Banknorth Garden NBA/NHL 1995 18,500
Cleveland Cavaliers Quicken Loans Arena NBA-Only 1994 18,500
Chicago Bulls United Center NBA/NHL 1994 21,800
Phoenix Suns US Airways Center NBA-Only 1992 19,100
Utah Jazz Energy Solutions Arena NBA-Only 1991 20,400
Minnesota Timberwolves Target Center NBA-Only 1990 19,500

Facilities Under Construction

Orlando Magic Orlando Events Center NBA-Only 2010 18,500

Facilities Planned/Considering Renovation

New York Knicks Madison Square Garden NBA/NHL 1968/2011 20,100
New Jersey Nets Barclays Center NBA-Only 2011 18,000

Teams With No Announced Plans

Detroit Pistons The Palace at Auburn Hills NBA-Only 1988 22,100
Sacramento Kings ARCO Arena NBA-Only 1988 17,000
Milwaukee Bucks Bradley Center NBA-Only 1988 18,600

Source: CSL International Research, 2008
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the Orlando Magic is currently under construction that will open in 2010 and two other 
teams are planning the development of new are arenas or major renovations to their 
existing facilities.  The Nets currently play in the oldest arena in the NBA.  The IZOD 
Center has not undergone any major renovation since its construction in 1981.  Although 
Madison Square Garden was originally constructed well before the IZOD Center, the 
Garden underwent major renovations costing in excess of $200 million in 1991 and 
another renovation planned for completion in 2012 is expected to cost in excess of $500 
million. 
 
 
2.6  Attendance 
 
Attendance serves as the basis for generating revenues from the sale of tickets, food and 
beverage, merchandise and parking.  Attendance is also indicative of the general support 
for a franchise within the market and the overall health of the NBA.  Exhibit 2.6 presents 
the average paid attendance of NBA franchises over the past five seasons. 
 

2008-2009 2007-2008 2006-2007 2005-2006 2004-2005 Five-Year Compound
Average Average Average Average Average Average Annual

Rank Team Arena Attendance (1) Attendance Attendance Attendance Attendance Attendance Growth Rate

17 New Jersey Nets IZOD Center 12,633 15,923 16,194 14,480 10,569 13,960 3.0%

NBA Average 13,988 14,286 14,504 14,193 14,033 14,201 -0.3%

(1) Based on league reports for the first half of the 2008-09 season.
Note: Attendance figures represent paid  attendance and do not include suite seats.
Source: League reports.  

Exhibit 2.6
Summary of NBA Average Paid Attendance Data

 
 
As shown, the average NBA paid attendance over the last five seasons was 14,201, which 
approximates the Nets’ five-year average attendance level of 13,960.  However, the Nets’ 
average paid attendance for two of the three most recent seasons was approximately 
16,000, well above the five-year league average of 14,201.  Several factors can influence 
attendance including team performance, competition in the marketplace, demographic 
and socioeconomic factors and arena-related factors. 
 
 
2.7  Ticket Prices 
 
Ticket prices, along with attendance, are the basis of gate receipts.  Gate receipts are one 
of the largest revenue sources for NBA franchises.  Exhibit 2.7, on the following page, 
presents the average NBA ticket prices and corresponding annual increases for the 2004-
2005 season through the 2008-2009 season. 
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2008-09 2007-08 2006-07 2005-06 2004-05
Rank Franchise Average(1) Average Average Average Average CAGR

19 New Jersey Nets 53.22 60.69 63.12 67.90 75.24 -6.7%

Average $63.24 $62.63 $60.14 $58.63 $54.21 3.3%

(1) Based on league reports for the first half of the 2008-09 season.
CAGR = Compound Annual Growth Rate
Source: League reports.

Historical NBA Ticket Prices 2004-2005 Through 2008-2009
Exhibit 2.7

 
 
The Nets’ average ticket prices have decreased over the last five years.  The Nets average 
ticket price in 2008-2009 was approximately 29 percent lower than the 2004-2005 Nets 
average ticket price and approximately 16 percent lower than the 2008-2009 NBA 
average.  It is important to note that the ticket price information is dependent upon how 
teams report their ticket prices for club seats.  For instance, some teams report the full 
value of their club seats as ticket revenue, while other teams only report a portion of the 
club seat price as ticket revenue with the remainder being allocated to club memberships.  
Therefore, the actual ticket price may be understated for some teams that have club seats.   
 
Exhibit 2.8 summarizes historical NBA per game gate receipts for NBA franchises for the 
2004-2005 through 2008-2009 seasons. 
 

2008-2009 2007-2008 2006-2007 2005-2006 2005-2004
Rank Franchise Season (1) Season Season Season Season

22 New Jersey Nets 672,000 966,000 1,022,000 976,000 810,000

Average $909,000 $915,000 $889,000 $845,000 $780,000

(1) Based on league reports for the first half of the 2008-09 season.
Source: League reports.

Exhibit 2.8
Historical NBA Gate Receipts Per Game

 
 
In the 2008-2009 season, the Nets average gate receipts per game of $672,000 is below 
the league average of $909,000.  Additionally, the blend of tickets sold can affect the 
average prices (i.e. selling more inexpensive seats reduces the average prices).   
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2.8  Premium Seating 
 
Premium seating amenities are a significant source of revenue for NBA franchises.  
Suites and club seating allow teams to charge a premium above and beyond normal ticket 
prices while affording a limited number of fans an upscale environment to enjoy the 
games or conduct business.  Exhibit 2.9 presents the potential premium seating revenue-
generating capabilities of private suites and club seats at NBA arenas.   
 

Total
Total Average Potential Total Average Potential Premium

Year Number Annual Annual Number of Annual Annual Seating
Rank Franchise Facility Built of Suites Fee (1) Revenue Club Seats Fee Revenue Revenue

NBA/NHL Facilities
1 Raptors Air Canada Centre 1999 154 $284,000 $43,754,000 3,900 $12,680 $49,470,000 $93,224,000
2 Clippers/Lakers Staples Center 1999 160 (2) 292,000 46,640,000 2,589 17,920 46,382,000 93,022,000
3 Knicks Madison Square Garden 1968 89 (2) 425,000 37,825,000 2,828 10,944 30,949,600 68,775,000
4 Mavericks American Airlines Center 2001 138 270,000 37,286,000 1,839 12,360 22,735,000 60,021,000
5 Bulls United Center 1994 190 167,000 31,824,000 3,000 6,887 20,661,000 52,485,000
6 Wizards Verizon Center 1997 108 288,000 31,118,000 2,128 8,120 17,275,000 48,393,000
7 76ers Wachovia Center 1996 126 154,000 19,420,000 1,800 15,000 27,000,000 46,420,000
8 Hawks Philips Arena 1999 92 (2) 213,000 19,630,000 1,970 10,530 20,735,000 40,365,000
9 Celtics TD Banknorth Garden 1995 104 176,000 31,193,000 1,068 7,500 17,878,000 49,071,000

10 Nuggets Pepsi Center 1999 93 (2) 192,000 17,825,000 1,914 3,400 6,507,000 24,332,000

NBA/NHL Average 125 $252,000 $31,652,000 2,304 $11,300 $25,959,000 $57,611,000

NBA-Only Facilities
1 Rockets Toyota Center 2003 105 225,000 $23,625,000 2,900 $8,000 $23,200,000 $46,825,000
2 Spurs AT&T Center 2002 58 239,000 13,875,000 1,767 10,350 18,288,000 32,163,000
3 Pistons The Palace 1988 179 (2) 117,000 20,943,000 1,000 7,500 7,500,000 28,443,000
4 Bobcats Time Warner Cable Arena 2005 62 175,000 10,850,000 2,567 6,440 16,534,000 27,384,000
5 Magic Orlando Events Center 2010 60 250,000 15,020,000 1,466 7,800 11,436,000 26,456,000
6 Warriors Oracle Arena 1966 72 (2) 118,000 8,496,000 2,726 5,960 16,247,000 24,743,000
7 Cavaliers Quicken Loans Arena 1994 95 (2) 230,000 21,823,000 1,847 4,550 8,404,000 30,227,000
8 Grizzlies FedEx Forum 2004 59 167,000 9,874,000 2,592 5,000 12,959,000 22,833,000
9 Pacers Conseco Fieldhouse 1999 69 (2) 159,000 10,955,000 2,648 4,080 10,815,000 21,770,000

10 Suns US Airways Center 1992 88 (2) 123,000 10,824,000 1,570 6,240 9,796,800 20,621,000
11 Hornets New Orleans Arena 1999 56 98,000 5,488,000 2,816 4,600 12,953,600 18,442,000
12 Heat American Airlines Arena 1999 29 249,000 7,220,000 1,105 10,030 11,079,000 18,299,000
13 Thunder Ford Center 2002 49 122,000 5,978,000 3,380 3,300 11,154,000 17,132,000
14 Trail Blazers Rose Garden 1995 67 (2) 106,000 7,078,000 1,794 5,030 9,027,000 16,105,000
15 Jazz Energy Solutions Arena 1991 56 97,000 5,432,000 628 13,540 8,503,100 13,935,000
16 Timberwolves Target Center 1990 68 105,000 7,140,000 0 N/A N/A 7,140,000
17 Kings ARCO Arena 1988 29 162,000 4,698,000 371 6,380 2,367,000 7,065,000
18 Bucks Bradley Center 1988 68 98,500 6,698,000 0 N/A N/A 6,698,000
19 Nets Izod Center 1981 28 171,000 4,801,000 0 N/A N/A 4,801,000

NBA-Only Average 68 $155,000 $10,569,000 1,949 $6,100 $11,891,000 $20,583,000

(1)  Rounded to nearest '000.
(2) Includes tickets to all arena events.
Note: Club Seat averages exclude facilities without club seating.
Source: Facility representatives and industry publications,2008-09

Exhibit 2.9
Premium Seating Revenue Potential By Franchise

Private Suites Club Seats

 
 
As shown, the Nets rank last in terms of potential premium seating revenue from these 
two types of premium products for NBA/NHL tenant facilities with just over $4.8 million 
annually.  This amount ranks the Nets last in premium revenues from suites and club 
seats when compared to the other facilities that will host NBA teams in the 2008-2009 
season. Furthermore, the Nets’ potential premium seating revenues are more than $15.6 
million below the NBA-only facility average.  It is important to note the total premium 
seating number represents the potential of the facility at existing inventory and pricing 
levels and does not consider occupancy.  Typical of older arenas, the IZOD Center does 
not have a sufficient number of suites and is one of only three current NBA facilities that 
does not offer club seating. 
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2.9  National Broadcast Revenues 
 
In January 2002, the NBA announced a six-year, $4.4 billion national media contract 
with ABC/ESPN and TNT, which took effect in the 2002-2003 season.  This contract 
represented an approximate 13 percent increase over the previous four-year, $2.6 billion 
contract signed in the fall of 1997 between the NBA, NBC and Turner Sports.   
 
Exhibit 2.10 provides an overview of current NBA media agreements.  The current 
broadcast contract took effect in the 2002-2003 NBA season with national TV rights 
belonging to ABC/ESPN and TNT. 

 
The current media contract will result in payments of approximately $2.4 billion from 
ABC/ESPN and $2.0 billion from TNT, a Time Warner-owned cable network, over the 
six-year agreement.  The deal with Time Warner also provided for the creation of a new 
joint-venture cable television network (“NBA TV”).  The NBA received a $45 million 
investment (for a 10% interest) in NBA TV.  Cumulatively, the NBA’s multiple media 
contracts will provide approximately $749 million annually to the League, for an average 
of approximately $25 million per team annually. 
 
In June 2007, the NBA extended its national TV package with ABC/ESPN and TNT 
through the 2015-2016 season.  Exhibit 2.11 provides a summary of the broadcasting 
package extension which takes effect in the 2008-2009 season. 
 

 
The combined broadcast rights deal is worth approximately $930 million per year for the 
eight-year life of the agreement, with a total value of approximately $7.4 billion over the 
life of the contract, for an average of approximately $32 million per team annually.  In 
addition to national broadcast television broadcast rights, the agreement grants the 

Exhibit 2.10
National Broadcast Rights Summary

($ in millions) 2007-08 2006-07 2005-06 2004-05 2003-04 2002-03 2001-02 2000-01 1999-00 Total(1) Average(1)

National TV $420.0 $420.0 $395.0 $395.0 $385.0 $385.0 $509.4 $434.8 $388.0 $2,400.0 $400.0
National Cable 356.0 346.0 337.0 328.0 318.0 310.0 281.9 232.2 172.5 1,995.0 332.5
Subtotal 776.0 766.0 732.0 723.0 703.0 695.0 791.4 667.0 560.5 4,395.0 732.5
NBA Television Cash Flow 66.9 40.7 22.4 1.7 (15.3) (17.9) na na na 98.5 16.4
Total National Broadcast $842.9 $806.7 $754.4 $724.7 $687.7 $677.1 $791.4 $667.0 $560.5 $4,493.5 $748.9

Number of Teams(2) 30 30 30 30 29 29 29 29 29
Payment Per Team $25.9 $25.5 $24.4 $24.1 $24.2 $24.0 $27.3 $23.0 $19.3 $148.1 $24.7

(1) Amounts reflects the value of the current national broadcast rights contract beginning with the 2002-2003 NBA season
(2) Number of teams increases to 30 in the 2004-05 season due to the addition of the Charlotte Bobcats

Exhibit 2.11
Future National Broadcast Rights Summary

($ in millions) 2015-16 2014-15 2013-14 2012-13 2011-12 2010-11 2009-10 2008-09 2007-08 Total(1) Average(1)

National TV $574.8 $552.7 $531.4 $511.0 $491.3 $472.4 $454.3 $436.8 $420.0 $4,024.8 $503.1
National Cable $487.2 $468.5 $450.5 $433.1 $416.5 $400.5 $385.0 $370.2 356.0 3,411.5 426.4
Subtotal 1,062.0 1,021.2 981.9 944.1 907.8 872.9 839.3 807.0 776.0 7,436.2 929.5
NBA Television Cash Flow (2) 84.7 82.3 79.9 77.6 75.3 73.1 71.0 68.9 66.9 472.86299 78.8
Total National Broadcast $1,146.8 $1,103.4 $1,061.8 $1,021.7 $983.1 $946.0 $910.3 $875.9 $842.9 $7,909.1 $1,008.3

Number of Teams 30 30 30 30 30 30 30 30 30
Payment Per Team $35.4 $34.0 $32.7 $31.5 $30.3 $29.1 $28.0 $26.9 $25.9 $193.0 $32.2

(1) Amounts reflects the value of the current national broadcast rights contract beginning with the 2008-2009 NBA season

(2) Assumes annual cash flow increases of 3 percent annually beginning in 2008-09
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networks digital media rights to broadcast limited NBA content across numerous 
platforms on a live, delayed and on-demand basis.   
 
 
2.10  Team Salaries 
 
Player salaries constitute the single largest expense item for an NBA franchise.  In recent 
years, escalating player salaries have redefined the economics of the NBA and 
subsequently placed more emphasis on the revenues generated from the facility.  To 
compete effectively, teams increasingly have to pay higher salaries to retain star players 
and to attract top talent.  Teams that operate in new arenas and receive the additional 
revenues generated by the facility are at a competitive advantage. 
 
In June 2005, the NBA and National Basketball Players Association (“NBPA”) signed a 
six-year Collective Bargaining Agreement (“CBA”) that runs through the 2010-2011 
season.  The NBA has the option to extend the CBA through the 2011-12 season.   The 
agreement was negotiated to promote fair competition among NBA teams and provide all 
teams the opportunity to acquire and retain players.  The prior CBA signed by the NBA 
and the NBPA was the first labor agreement in professional sports to impose a cap on 
individual player salaries as well as total team salaries.  The current CBA allows the 
NBA to impose luxury taxes when team salaries rise above the luxury tax threshold.   
Under the current CBA, maximum player salaries are governed by League seniority and 
in most cases are limited to 10 percent increases per year.  These measures provide team 
owners with greater cost certainty with respect to player salaries and provide players with 
a more equalized pay scale.  Exhibit 2.12 presents the maximum player salaries under the 
current CBA. 

 
Under the new CBA, the team salary cap will be based on 51 percent of basketball related 
income (“BRI”), which includes, but is not limited to, the following: 
 

• Regular season gate receipts net of applicable taxes; 
• Playoff and exhibition game proceeds; 
• Proceeds from premium seat licenses, excluding luxury suites, attributable to 

NBA events; 
• Proceeds from broadcast rights of NBA preseason, regular season and playoff 

games, as well as non-game NBA programming on radio, television, by telephone 
or Internet through all distribution means; 

Exhibit 2.12
Maximum Player Salaries (2008)

Years of
Service Maximum Salary (1)

0 - 6 Greater of 25.0% of salary cap, $13.04 million per year, or 105% of prior year salary
7 - 9 Greater of 30.0% of salary cap, $15.65 million per year, or 105% of prior year salary
10+ Greater of 35% of salary cap, $18.26 million per year, or 105% of prior year salary

(1) Maximum player salaries will continue to be based on a 48.04% of BRI Salary Cap. 
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• Proceeds from arena sales of novelties and concessions, parking, team 
sponsorships and promotions, temporary arena signage and arena club revenues, 
to the extent that these proceeds are related to the performance of players in NBA 
basketball games; 

• 40 percent of gross proceeds from fixed arena signage in venues where an NBA 
franchise plays more than half its regular season home games; 

• 40 percent of gross proceeds from the sale, lease or licensing of luxury suites;  
• 45-50 percent of proceeds from arena naming rights; and 
• Net proceeds received by NBA Properties from: (i) international television, (ii) 

sponsorships, (iii) NBA-related revenues from NBA Entertainment, (iv) the All-
Star Game, and (v) NBA special events. 

 
Under the current CBA, each team’s salary cap is equal to 51 percent of the next year’s 
total projected BRI, adjusted for the amount of any benefits paid, divided by the number 
of teams in the League.  Since each year’s cap is based on an estimate of the following 
year’s BRI, it is adjusted at the end of each season, with these adjustments being included 
in the following year’s calculation. 
 
Exhibit 2.13 presents the progression of the NBA salary cap and average player salary 
over the past 14 seasons.   

 
While the NBA has a salary cap, the salary cap is characterized as a “soft” cap, meaning 
certain conditions exist that allow teams to exceed the salary cap, such as issues relating 
to the re-signing of a team’s own veteran free agents, signing of rookies, the mid-level 
exception (the League determines an average salary amount across the NBA and allows 
each team to sign a player at this salary level) and contracts related to disabled players.  
These exceptions are narrowly defined and teams are generally allowed only one 
exception per season.  The salary cap for the 2008-09 season was set at $58.68 million, 
representing an increase of approximately 5.5 percent over the previous year’s cap of 
$55.63 million.  In addition to a salary cap, the CBA institutes a minimum team salary 

Exhibit 2.13
NBA Salary Cap History

Annual Average
Season Salary Cap Increase Salary

1995-96 $23,000,000 -- $2,000,000
1996-97 24,400,000 6.1% 2,300,000
1997-98 26,900,000 10.2% 2,600,000
1998-99 30,000,000 11.5% 3,000,000
1999-00 34,000,000 13.3% 3,600,000
2000-01 35,500,000 4.4% 4,200,000
2001-02 42,500,000 19.7% 4,500,000
2002-03 40,270,000 -5.2% 4,500,000
2003-04 43,840,000 8.9% 4,900,000
2004-05 43,870,000 0.1% 4,900,000
2005-06 49,500,000 12.8% 5,000,000
2006-07 53,135,000 7.3% 5,200,000
2007-08 55,630,000 4.7% 5,200,000
2008-09 58,680,000 5.5% 5,485,000

Source: CSL International research, 2008
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level of 75 percent of the cap, or approximately $41.7 million for the 2007-2008 season.  
For the 2008-2009 season, the salary cap will increase by $5,485,000 or more than five 
percent.   
 
Exhibit 2.14 presents the total reported payrolls by franchise for the 2004-2005 season 
through the 2008-2009 season. 
 

Exhibit 2.14
2008-2009 Total Payroll by Franchise

2008-2009 2007-2008 2006-2007 2005-2006 2004-2005 5 -Year
Rank Franchise Season Season Season Season Season CAGR

1 New York Knicks $96,100,000 $95,400,000 $117,000,000 $92,900,000 $103,100,000 -1.4%
2 Dallas Mavericks 93,200,000 80,900,000 91,200,000 68,300,000 90,900,000 0.5%
3 Cleveland Cavaliers 92,000,000 81,300,000 63,000,000 51,800,000 47,000,000 14.4%
4 Boston Celtics 80,300,000 74,600,000 62,600,000 52,600,000 63,000,000 5.0%
5 Portland Trail Blazers 79,100,000 72,700,000 74,600,000 51,100,000 75,000,000 1.1%
6 Los Angeles Lakers 78,200,000 72,300,000 77,100,000 54,200,000 61,000,000 5.1%
7 Phoenix Suns 75,600,000 70,500,000 65,400,000 59,700,000 43,100,000 11.9%
8 Sacramento Kings 75,500,000 63,200,000 63,700,000 60,500,000 62,000,000 4.0%
9 Denver Nuggets 74,200,000 82,000,000 66,200,000 53,800,000 43,700,000 11.2%

10 Toronto Raptors 72,800,000 67,300,000 51,100,000 34,600,000 51,000,000 7.4%
11 Miami Heat 72,300,000 75,000,000 63,500,000 59,700,000 54,200,000 5.9%
12 Detroit Pistons 71,200,000 63,200,000 58,300,000 57,900,000 51,700,000 6.6%
13 Washington Wizards 70,700,000 67,800,000 62,600,000 50,200,000 47,000,000 8.5%
14 Golden State Warriors 70,200,000 58,500,000 65,800,000 57,500,000 56,800,000 4.3%
15 Houston Rockets 70,200,000 66,500,000 61,700,000 52,400,000 56,000,000 4.6%
16 Milwaukee Bucks 70,100,000 62,800,000 60,500,000 56,500,000 57,000,000 4.2%
17 Orlando Magic 69,700,000 58,700,000 61,000,000 52,900,000 60,500,000 2.9%
18 Indiana Pacers 69,600,000 66,900,000 62,400,000 66,600,000 63,200,000 1.9%
19 Philadelphia 76ers 69,000,000 74,300,000 75,200,000 59,700,000 70,700,000 -0.5%
20 Minnesota Timberwolves 68,700,000 67,400,000 67,500,000 54,300,000 70,300,000 -0.5%
21 OKC Thunder/Seattle(1) 68,400,000 57,100,000 57,600,000 46,900,000 52,000,000 5.6%
22 Chicago Bulls 68,300,000 61,100,000 54,800,000 37,700,000 51,200,000 5.9%
23 San Antonio Spurs 68,300,000 67,400,000 66,400,000 79,600,000 44,500,000 8.9%
24 Atlanta Hawks 68,200,000 55,800,000 45,700,000 36,600,000 39,000,000 11.8%
25 New Orleans Hornets 67,000,000 62,400,000 53,200,000 43,600,000 43,700,000 8.9%
26 Utah Jazz 66,300,000 57,300,000 61,200,000 57,800,000 43,700,000 8.7%
27 Charlotte Bobcats 63,800,000 54,200,000 38,000,000 30,300,000 23,000,000 22.6%
28 New Jersey Nets 62,000,000 60,800,000 67,000,000 61,600,000 54,000,000 2.8%
29 Los Angeles Clippers 61,900,000 64,300,000 58,500,000 51,300,000 44,000,000 7.1%
30 Memphis Grizzlies 55,400,000 50,900,000 64,500,000 64,600,000 68,100,000 -4.0%

Average $72,276,667 $67,086,667 $64,576,667 $55,240,000 $56,346,667 5.9%
Salary Cap $58,680,000 $55,630,000 $53,135,000 $49,500,000 $43,870,000 6.0%

Source: www.hoopsworld.com
(1) Prior to the 2008-2009 NBA season the Seattle SuperSonics relocated to Oklahoma City.  
 
As shown, the average NBA franchise payroll has risen from approximately $56.3 
million during the 2004/05 season to $72.3 million over the 2008/09 season, representing 
a 5.9 percent annual growth rate.   
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Exhibit 2.15, presents the average franchise payroll and NBA salary cap over the past 
four seasons.  As shown, over the last five NBA seasons, the average team payroll has 
exceeded the League’s salary cap by an average of approximately 32.9 percent. 
 

 
Exhibit 2.16 presents selected data regarding league economics and financial results over 
the past 15 years.  The information is based on data that is reported by the individual 
teams to the League.  However, during this period, as teams have developed new arenas, 
they often setup separate and independent companies to operate the facility.  As such, it is 
possible any revenue allocated to the arena operating company is not reflected in the 
team’s submittal to the NBA.  It is also important to note only selected revenue and 
expense categories have been presented.   
 

Exhibit 2.16
NBA Financial Information

2007-2008 2006-2007 2001-2002 1995-1996 1991-1992
League League League League League '91-'07

Revenues Average Average Average Average Average CAGR

Regular Gate $47,388,000 $45,666,000 $31,683,000 $18,833,000 $13,042,000 8.4%
Broadcasting 43,930,000 42,315,000 39,615,000 16,978,000 13,436,000 7.7%
Preseason, Sponsorship and Other Income 15,816,000 17,911,000 7,667,000 8,265,000 3,831,000 9.3%

Total Revenues $109,608,000 $107,438,000 $80,565,000 $45,006,000 $31,048,000 8.2%

Expenses

Player Salaries & Benefits $68,864,000 $64,774,000 $51,207,000 $24,726,000 $15,022,000 10.0%
Coaches & Trainers 11,924,000 12,009,000 7,090,000 2,634,000 1,034,000 16.5%
Other Game Costs 2,059,000 1,894,000 968,000 582,000 286,000 13.1%

Total Operating Expenses $108,791,000 $105,352,000 $82,405,000 $40,602,000 $25,437,000 9.5%

CAGR = Compound Annual Growth Rate
Source: NBA  
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As shown in the prior exhibit, over the past fifteen years the economics of the League 
have changed dramatically.  Specifically, the average ticket revenue (gate receipts 
including private suites and premium seating) per team has increased 8.4 percent per year 
and has more than tripled over the last fifteen years.  Ticket revenues are currently the 
largest revenue source for NBA teams, accounting for 44 percent of total revenues during 
the 2007-2008 season.  Broadcasting revenues in 2007-2008 averaged $43,930,000 per 
team and include national television and cable contracts as well as the teams’ local radio, 
television and cable contracts.  In total, team revenue has increased 353 percent over the 
past fifteen years, a growth rate of approximately 8.2 percent per year.   
 
With respect to operating expenses, player salaries and the cost of coaching and training 
staffs have experienced the largest overall increases.  Overall, player salaries have more 
than quadrupled over the past fifteen years, growing by 10.0 percent per annum.  Coach 
and trainer costs have increased more than tenfold during the same period with and 
annual cost increase of 16.5 percent annually.  Total team expenses have increased at a 
slightly slower rate of 9.3 percent annually over the past fifteen years.  Large annual 
increases in player salaries played a large role in the negotiation of the 1999 CBA that 
first included player salary caps.  It was anticipated over the next decade, the player costs 
would not escalate at the same levels as over the past decade due to the new CBA and the 
luxury tax.   
   
 
2.11  International Growth 
 
Over the past several years, the NBA has continued to develop strategic initiatives 
designed to capitalize on the worldwide popularity of basketball and the NBA.  Since 
1988, the NBA has held games with NBA teams in sixteen countries and territories 
including the Bahamas, China, Dominican Republic, England, France, Georgia, 
Germany, Israel, Italy, Japan, Lithuania, Mexico, Russia, Puerto Rico, Spain and Turkey.  
Two of the NBA’s most prominent international developments in recent years have been 
in China and in Europe. 
 
 
2.11.1 NBA China 
 
The NBA has been involved with basketball in China for decades, with 
the league making its first trip to China in 1979 for an exhibition game 
between the Washington Bullets and the Chinese National Team.  In 
1992, the NBA opened its Hong Kong office, the first of four current 
offices in Greater China, and currently employs 100 people dedicated 
to the growth of the NBA in the region.  
 
The NBA first hosted the NBA China Games in 2004 in Beijing and Shanghai, becoming 
the first American professional sports league to hold games in China with two games 
between the Houston Rockets and the Sacramento Kings.  NBA China Games 2007 
featured three games between the Cleveland Cavaliers, the Orlando Magic and the Team 
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China All-Stars in Shanghai and Macao.  NBA China Games 2008 was the League’s 
third set of preseason games in China and featured the Milwaukee Bucks and the Golden 
State Warriors. The two games in Beijing and Guanghou were televised live in China, the 
United States and to more than 200 countries and territories.  
 
The NBA has formed a strong presence in China’s media and economic sectors. 
NBA.com/China, the NBA’s Chinese website, has become the most popular sports site in 
China and NBA has become the most searched sports term on Baidu.com, the top search 
engine in China.  Currently, the NBA has partnerships with 51 Chinese telecasters, 
including national broadcaster CCTV, which has been associated with the NBA for over 
20 years, and also maintains 16 marketing partnerships with Chinese-based corporations. 
Popular retailers such as Wal-Mart, Carrefour, Adidas and many others carry over 500 
unique NBA products in their stores. 
 
In January 2008, the NBA announced the formation of NBA China, a new entity that 
conducts all of the League’s businesses in Greater China.  Five strategic partners have 
invested $253 million to acquire 11 percent of the preferred equity in the $2.3 billion 
company.  The strategic partners are an elite group of exceptionally prominent and 
successful entities including ESPN, a division of the Walt Disney Company, Bank of 
China Group Investment, Legend Holding Limited, Li Ka Shing Foundation and China 
Merchants Investments. 
 
 
2.11.2 NBA Europe 
 
The NBA has worked diligently to extend its brand throughout Europe over the past two 
decades.  Euroleague Basketball has served as a partner in NBA Europe Live since 2006, 
working with sponsors such as EA Sports, Adidas, Champion, Coca-Cola and Spalding to 
market the NBA Europe Live Tour and to conduct a variety of NBA-themed promotional 
activities to reach the broad base of NBA fans in Europe. 
 
In 2007, the NBA Europe Live tour brought seven preseason 
games to the continent and drew more than 10.3 million 
viewers, 75,000 spectators, and was supported by 23 marketing 
partners.  In October 2008, the Miami Heat, New Jersey Nets, 
New Orleans Hornets and Washington Wizards all participated in NBA Europe Live 
2008.  The Heat played the Nets in games hosted in Paris and in London, while the 
Hornets met the Wizards in Berlin’s new O2 World arena and in Barcelona at the Palau 
Sant Jordi.  NBA teams now have played 48 games in 18 different cities in Europe over 
the past twenty years. 
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An important component in assessing the potential success of the Barclays Center in 
Brooklyn is the demographic and socioeconomic profile of the local market.  The 
strength of a market in terms of its ability to draw events and spectators is measured in 
part by the size of the market area population and its spending characteristics.  Specific 
characteristics analyzed herein include population, households, age, income, retail sales, 
unemployment and corporate base. 
 
For purposes of this analysis, the demographic and socioeconomic analysis has been 
divided into three sections, as follows: 
 

3.1  Brooklyn Market Characteristics; 
3.2  NBA Market Comparison; and, 
3.3  Summary. 

 
The demographic and socioeconomic data presented herein is based on 5, 10, 25, and 30-
mile radii (excluding corporate base) surrounding the proposed arena site at the 
intersection of Atlantic Avenue and Flatbush Avenue in downtown Brooklyn.  
Additionally, comparisons of the Brooklyn market to other NBA markets were made 
based on the Core Based Statistical Areas (“CBSA”), a standard measure of market size 
utilized by the United States Census Bureau. 
 
All demographic and socioeconomic data was provided by Claritas (a private-sector 
company that provides demographic and socioeconomic data based on data obtained 
from the United States Census Bureau) and Dun & Bradstreet. 
 
 
3.1  Brooklyn Market Characteristics 
 
The largest of New York City's five boroughs, Brooklyn, is home to 2.51 million 
residents. The borough is the most populous county in the state and would rank as the 
fourth largest city in the country. Its diverse population consists of over ninety ethnic 
groups from every corner of the globe. 
 
Brooklyn is home to over 60,000 headquarters and businesses in every industry and a 
skilled labor force of 1.07 million workers.  With easy access to the tri-state metropolitan 
marketplace (New York, New Jersey, Connecticut) and the convergence of commercial 
and retail business, educational institutions and residential neighborhoods, a downtown 
Brooklyn site is ideal for a new state-of-the-art arena. 
 
Brooklyn continues to undergo a dramatic renaissance as newly constructed residential 
space, new retail space and new hotels contribute to the transformation of its downtown 
district.   The central business district is located near the historic Brooklyn Bridge, a five-
minute subway trip to Lower Manhattan and Wall Street.  Continued infrastructure 
improvements, a large consumer market, and vast human resources add to Brooklyn’s 
desirability as a place to live and work. 
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Brooklyn’s many communities characterize it with a distinctive vibrant cultural flavor of 
its own, yet all its residents share the unique sense of a broader community in their 
identification as Brooklynites.  Brownstones on tree-lined streets, diverse artistic 
communities, and world-renowned institutions like the Brooklyn Academy of Music, the 
Brooklyn Museum, the Aquarium for Wildlife Conservation, and the Brooklyn Botanic 
Garden, as well as numerous world class restaurants, make Brooklyn a great place for 
tourists, visitors and permanent residents alike. 
 
Brooklyn spans 71 square miles and is covered with thousands of acres of parkland, 
seven miles of sandy beaches, and 65 miles of shoreline.  Transportation through the 
borough as well as in and out of the borough is facilitated by fifteen subway lines, 67 bus 
lines, 1,600 miles of roadways, and close proximity to major international and domestic 
airports and waterways. 
 
Exhibit 3.1 illustrates the proximity of Brooklyn to the other boroughs comprising New 
York City as well as Long Island and east New Jersey.  The rings presented in the map 
below indicate 5, 10, 25 and 30-mile radii surrounding the proposed arena site. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Source: Microsoft MapPoint

Exhibit 3.1
Brooklyn Area 5, 10, 25 & 30-mile Radii from Arena Site
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3.1.1  Population 
 
The level of population from which a facility draws from can impact the potential events 
and attendance at the proposed facility.   Exhibit 3.2 presents the current and estimated 
population within 5, 10, 25 and 30-mile radii of the Barclays Center.  The population 
surrounding the potential arena site ranges from nearly 2.6 million to 15.0 million in the 
5-mile and 30-mile radii, respectively.   

 
 
Exhibit 3.3 below illustrates the population density, or residents per square mile, for the 
Brooklyn and surrounding New York City market area.  As illustrated, the darkest area 
has the highest population density with at least 120,000 residents per square mile, which 
is the case for the majority of the communities in Brooklyn.  

Brooklyn and Surrounding New York City Population Density
Exhibit 3.3

Exhibit 3.2
Brooklyn Area Population

5-Mile 10-Mile 25-Mile 30-Mile
Radius Radius Radius Radius

1990 Population 2,334,374 5,689,304 12,412,471 13,640,778
2000 Population 2,477,346 6,206,586 13,384,639 14,700,745
2009 Population 2,587,428 6,410,613 13,660,621 15,018,182
2014 Population 2,648,775 6,528,394 13,820,846 15,200,847
Historical Compound Growth (2000-2009) 4.44% 3.29% 2.06% 2.16%
Projected Compound Growth (2009-2014) 2.37% 1.84% 1.17% 1.22%

Source: Claritas, 2009
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Given the large, dense population of the market, a new arena in Brooklyn would be 
positioned in a suitable market size despite the presence of competing arenas. 
 
Due to the New York market’s current size and density, population growth will be of 
secondary importance in assessing the viability of the Barclays Center.  However, in 
order to fully understand the marketplace, all demographic trends should be considered.   
 
Exhibit 3.4 presents the expected growth in population for the 30-mile radius around the 
Barclays Center area for the next five years.  As illustrated in the exhibit, the New York 
population is expected to grow from approximately 15.0 million in 2009 to 15.2 million 
in 2014.   
   

 
Because the region is so densely populated, growth will be limited as is illustrated by the 
relatively low projected growth rate.  However, commercial and residential growth is 
likely to continue in the immediate Brooklyn market. 
 
Specifically, the population within the 30-mile radius is expected to grow by 1.22 percent 
over the next five years.  In comparison, the United States population is expected to grow 
5.12 percent annually during the same time.  It is important to note due to the market’s 
population, the actual population growth experienced will be significant. 
 
 
3.1.2  Households 
 
The number of households is also an important factor in determining the potential 
viability of the Barclays Center.  The number of households generally indicates the 
approximate number of buying units in a specific area.  Exhibit 3.5, on the following 
page,  presents household statistics for the Brooklyn market area.  
 

Exhibit 3.4
Brooklyn Area Population Growth

30-Mile United
Radius States

1990 Population 13,640,778 248,709,872
2000 Population 14,700,745 281,421,920
2009 Population 15,018,182 306,624,699
2014 Population 15,200,847 322,320,436
Historical Compound Growth Rate (2000-2009) 2.16% 8.96%
Projected Compound Growth Rate (2009-2014) 1.22% 5.12%

Source: Claritas, 2009
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As shown in the chart, projected growth rates are estimated to slow from historic levels, 
which is to be expected in such a large, densely populated market.  
 
 
3.1.3 Age 
 
Another demographic characteristic that is important to the overall viability of the 
Barclays Center is the age of the local population.  Generally, sports and entertainment 
events attract patrons of various ages with the core group of patrons clustered from the 
ages of 15 to 49.  Exhibit 3.6 presents age statistics for the Brooklyn market area.  

 
As depicted in the Exhibit, at least 50 percent of the populations in all analyzed 
categories are between the ages of 15 and 49.   The median age of residents ranges from 
35.2 in the 5-mile radius to 37.3 in the 25-mile radius surrounding the proposed arena 
site.   
 

Exhibit 3.5
Brooklyn Area Households

5-Mile 10-Mile 25-Mile 30-Mile
Radius Radius Radius Radius

1990 Households 899,621 2,258,124 4,650,156 5,075,132
2000 Households 958,630 2,410,663 4,943,706 5,407,750
2009 Households 995,691 2,455,088 4,988,636 5,466,457
2014 Households 1,018,426 2,488,800 5,028,781 5,514,476
Historical Compound Growth Rate (2000-2009) 3.87% 1.84% 0.91% 1.09%
Projected Compound Growth Rate (2009-2014) 2.28% 1.37% 0.80% 0.88%

Source: Claritas, 2009

Exhibit 3.6
Brooklyn Area Age Distribution

5-Mile 10-Mile 25-Mile 30-Mile
Radius Radius Radius Radius

Age Distribution:
   Under 15 19.2% 18.3% 19.1% 19.1%
   15 to 20 7.8% 7.3% 7.9% 8.0%
   21 to 34 22.1% 20.9% 19.1% 18.8%
   35 to 49 23.1% 23.8% 23.0% 22.9%
   50 to 59 12.2% 12.5% 13.1% 13.2%
   60 and over 15.7% 17.2% 17.9% 18.0%
Median Age 35.2 36.7 37.3 36.3

Source: Claritas, 2009
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Exhibit 3.7, illustrates the age distribution of residents within the market area of the 
proposed arena.  The darker areas are characterized by older population with the darkest 
areas having median ages of 50 or greater.  The lighter areas are characterized by younger 
populations with the lightest area having a median age population under 25.   
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Most of the primary market area for the Barclays Center is characterized by median age 
distributions between 35 and 40.   
 
 
3.1.4  Income 
 
An important socioeconomic variable that can be indicative of the potential success of the 
Barclays Center is household income.  Household income can be used as a surrogate 
measure for the ability to purchase tickets, concessions, novelties, parking and other such 
items.  Exhibit 3.8, on the following page, presents the household income distribution as 
well as median and average household incomes for the Brooklyn market area. 

Brooklyn and Surrounding New York City Age Distribution
Exhibit 3.7
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As shown in the exhibit, household incomes generally rise as the radii around the 
proposed site widens.  Within 30 miles, over 27 percent of households have incomes in 
excess of $100,000.  Median household incomes range from $47,383 to $57,888 in the 5- 
and 30-mile radii, respectively.  The wide gap between median and average household 
incomes in the analyzed areas indicates a large number of very wealthy households which 
inflate the average income values.  
 
Exhibit 3.9 illustrates the income distribution of the New York City market area.  The 
darker shades denote areas of higher income while the lighter shades denote areas with 
lower incomes.   

Brooklyn and Surrounding New York City Income Distribution
Exhibit 3.9

Exhibit 3.8
Brooklyn Area Income Distribution

5-Mile 10-Mile 25-Mile 30-Mile
Radius Radius Radius Radius

Household Income Distribution:
   Less than $25,000 30.0% 28.0% 24.7% 23.5%
   $25,000 to $49,999 22.1% 22.1% 21.2% 20.8%
   $50,000 to $74,999 15.9% 16.5% 16.7% 16.7%
   $75,000 to $99,999 10.3% 11.0% 11.8% 12.0%
   $100,000 to $149,000 10.7% 11.3% 13.4% 14.1%
   More than $150,000 11.1% 11.1% 12.1% 13.0%
Median Household Income $47,383 $49,909 $55,602 $57,888
Average Household Income $75,036 $77,240 $81,717 $84,549

Source: Claritas, 2009
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The Barclays Center site will be positioned in an area with diverse income levels.  This 
area is expected to attract higher income individuals, particularly in the area surrounding 
the MetroTech Center, where the incomes are generally high.  The area has continued to 
grow, both from a residential and commercial perspective. 
 
 
Summary 
 
The information analyzed in this section provides insight into the demographic and 
socioeconomic characteristics of the entire New York market.  To gain an understanding 
of the viability of a new arena in Brooklyn, traits specific to the Brooklyn market must 
also be considered.   
 
The area surrounding the proposed site includes office, residential and retail space.  A 
number of Fortune 500 corporations maintain offices in Brooklyn, providing a strong 
commercial presence in the area.  There are also approximately 150 retail shops and 
restaurants in the immediate area as well as a number of cultural and entertainment 
options including the Brooklyn Museum of Art and the Brooklyn Botanical Gardens.  
Brooklyn is also home to eight colleges and universities with total enrollments of over 
65,000 students and 3,200 faculty members.   
 
The proposed arena location provides easy access to numerous highways and public 
transportation.  The site is a hub for ten subway lines with two additional subway lines 
nearby, the Long Island Railroad and eleven bus lines.    
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3.2  NBA Market Comparison 
 
To gain an understanding of the relative strength of the Brooklyn market, it is useful to 
compare the area to various demographic and socioeconomic characteristics among other 
markets currently supporting NBA franchises.     
 
 
3.2.1  Population 
 
The level of population from which the proposed arena will draw spectators can impact 
the events and attendance attracted to the facility.  Exhibit 3.10 shows the population of 
U.S.-based NBA markets.  
 

 
As shown in the exhibit, NBA franchises play in a wide variety of market sizes, with the 
New York market ranking as the most populous market in the NBA.  With a population 
of approximately 18.9 million people, New York’s population is almost five times that of 
the average NBA market population.  Although, New York’s projected annual population 
growth of 0.3 percent over the next five years trails that of the average and median NBA 

Exhibit 3.10
Population Statistics - NBA Markets (U.S. Based)

Sorted by 2009 Population

Total Population Compound
Estimated Annual

Rank CBSA Team 2009 2014 Growth Rate

1 New York Knicks, Nets 18,870,038 19,167,656 0.3%
2 Los Angeles Lakers, Clippers 13,223,432 13,891,100 1.0%
3 Chicago Bulls 9,602,177 9,895,500 0.6%
4 Dallas Mavericks 6,348,826 7,045,456 2.1%
5 Philadelphia 76ers 5,852,669 5,953,277 0.3%
6 Houston Rockets 5,819,069 6,466,094 2.1%
7 Miami Heat 5,526,833 5,883,177 1.3%
8 Atlanta Hawks 5,494,339 6,210,294 2.5%
9 Washington DC Wizards 5,389,073 5,715,550 1.2%
10 Boston Celtics 4,495,827 4,556,986 0.3%
11 Detroit Pistons 4,451,070 4,442,993 0.0%
12 Phoenix Suns 4,351,309 4,996,120 2.8%
13 Oakland Golden State Warriors 4,302,272 4,464,255 0.7%
14 Minneapolis Timberwolves 3,258,197 3,425,218 1.0%
15 Denver Nuggets 2,528,842 2,734,343 1.6%
16 Portland Trail Blazers 2,218,761 2,390,680 1.5%
17 Sacramento Kings 2,143,806 2,366,541 2.0%
18 Orlando Magic 2,130,402 2,424,865 2.6%
19 Cleveland Cavaliers 2,082,449 2,047,491 -0.3%
20 San Antonio Spurs 2,049,383 2,249,313 1.9%
21 Indianapolis Pacers 1,729,120 1,844,558 1.3%
22 Charlotte Bobcats 1,720,586 1,949,324 2.5%
23 Milwaukee Bucks 1,538,623 1,562,641 0.3%
24 Memphis Grizzlies 1,295,548 1,346,879 0.8%
25 Oklahoma City Thunder 1,215,441 1,286,911 1.1%
26 New Orleans Hornets 1,149,315 1,264,743 1.9%
27 Salt Lake City Jazz 1,128,474 1,226,825 1.7%

Average (excluding New York) 3,886,379 4,140,044 1.3%
Median (excluding New York) 2,893,520 3,079,781 1.3%

Source: Claritas, 2009.
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market, it is important to note due to the market’s size, the actual growth in population 
will be significant.  There are nine NBA markets (including New York) with populations 
over 5,000,000 people; at times within this analysis these larger markets will be 
referenced to provide support of certain demographic and socioeconomic characteristics 
inherent to large markets.   
 
In addition to the overall population of markets supporting NBA franchises, it is 
important to consider the population size in relation to the number of total major 
professional sports franchises playing within the market.  Exhibit 3.11 displays the 
population per major sports franchise in each U.S.-based NBA market. 
 

              Exhibit 3.11
Population Statistics - NBA Markets (U.S. Based)

Sorted by Population per Franchise

Number of Population
2009 Major League per

Rank CBSA Population Franchises(1) Franchise

1 Portland 2,218,761 1 2,218,761
2 Los Angeles 13,223,432 6 2,203,905
3 Sacramento 2,143,806 1 2,143,806
4 Orlando 2,130,402 1 2,130,402
5 New York 18,870,038 9 2,096,671
6 San Antonio 2,049,383 1 2,049,383
7 Houston 5,819,069 3 1,939,690
8 Chicago 9,602,177 5 1,920,435
9 Dallas 6,348,826 4 1,587,207

10 Philadelphia 5,852,669 4 1,463,167
11 Miami 5,526,833 4 1,381,708
12 Atlanta 5,494,339 4 1,373,585
13 Washington DC 5,389,073 4 1,347,268
14 Memphis 1,295,548 1 1,295,548
15 Oklahoma City 1,215,441 1 1,215,441
16 Salt Lake City 1,128,474 1 1,128,474
17 Boston 4,495,827 4 1,123,957
18 Detroit 4,451,070 4 1,112,768
19 Phoenix 4,351,309 4 1,087,827
20 Cleveland 2,082,449 2 1,041,225
21 Indianapolis 1,729,120 2 864,560
22 Charlotte 1,720,586 2 860,293
23 Minneapolis 3,258,197 4 814,549
24 Milwaukee 1,538,623 2 769,312
25 Oakland 4,302,272 6 717,045
26 Denver 2,528,842 4 632,211
27 New Orleans 1,149,315 2 574,658

Average (excluding New York) 3,886,379 3 1,346,046
Median (excluding New York) 2,893,520 4 1,255,495

Source:  Claritas, 2009.
(1) Includes NBA, NFL, NHL and MLB franchises.  
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As illustrated in the previous exhibit, the New York market ranks fifth out of the 27 U.S.-
based NBA markets analyzed with a population per franchise of approximately 2.1 
million people.  The New York population per franchise is more than 50 percent higher 
than the population per franchise of the average NBA market.  This indicates that despite 
facing a high level of competition in the local marketplace, NBA teams in the New York 
market are not at a competitive disadvantage relative to other NBA markets as it relates 
to population.   
 
 
3.2.2  Households 
 
While an area’s population provides an estimate of total potential users of a facility, the 
number of households typically represents an estimate of the number of purchasing units 
in a market.  Exhibit 3.12 presents the estimated number of households in New York and 
the comparable U.S.-based NBA markets. 
 

 
 
 

Exhibit 3.12
Household Statistics - NBA Markets (U.S. Based)

Sorted by 2009 Households

Total Number of Households Compound
Estimated Annual

Rank CBSA Team 2009 2014 Growth

1 New York Knicks, Nets 6,823,897 6,915,509 0.3%
2 Los Angeles Lakers, Clippers 4,283,581 4,474,770 0.9%
3 Chicago Bulls 3,452,213 3,552,035 0.6%
4 Dallas Mavericks 2,270,328 2,505,659 2.0%
5 Philadelphia 76ers 2,217,770 2,262,561 0.4%
6 Miami Heat 2,063,242 2,183,327 1.1%
7 Washington DC Wizards 2,024,798 2,147,710 1.2%
8 Houston Rockets 2,010,851 2,224,581 2.0%
9 Atlanta Hawks 1,978,507 2,225,198 2.4%
10 Boston Celtics 1,727,074 1,753,806 0.3%
11 Detroit Pistons 1,710,216 1,713,192 0.0%
12 Oakland Golden State Warriors 1,594,950 1,646,774 0.6%
13 Phoenix Suns 1,558,268 1,776,319 2.7%
14 Minneapolis Timberwolves 1,256,490 1,323,836 1.0%
15 Denver Nuggets 976,666 1,050,879 1.5%
16 Portland Trail Blazers 855,117 920,170 1.5%
17 Cleveland Cavaliers 837,588 826,325 -0.3%
18 Orlando Magic 803,644 912,434 2.6%
19 Sacramento Kings 788,739 869,475 2.0%
20 San Antonio Spurs 719,842 790,332 1.9%
21 Indianapolis Pacers 676,288 721,838 1.3%
22 Charlotte Bobcats 665,300 755,836 2.6%
23 Milwaukee Bucks 614,087 628,278 0.5%
24 Memphis Grizzlies 489,455 511,755 0.9%
25 Oklahoma City Thunder 479,972 509,356 1.2%
26 New Orleans Hornets 438,325 484,639 2.0%
27 Salt Lake City Jazz 370,181 402,395 1.7%

Average (excluding New York) 1,417,827 1,506,672 1.3%
Median (excluding New York) 1,116,578 1,187,358 1.3%

Source:  Claritas, 2009.
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As shown on the previous page, the total number of households in the New York market 
is approximately 6.8 million, which is close to five times the size of the average NBA 
market total of approximately 1.4 million.  However, as discussed earlier, it is important 
to consider the number of professional sports franchises drawing from the household 
base.  In addition, it is expected the number of New York households will grow at 0.3 
percent over the next five years, a rate significantly lower than the average and median 
NBA market values of 1.3 percent for both.  However, similar to population growth, even 
a small growth percentage, when applied to such a large household base, will result in a 
significant annual increase in total households in the New York market. 
 
 
3.2.3  Effective Buying Income 
 
Effective buying income (“EBI”), also known as disposable or after-tax income, is 
defined as personal income less personal tax and certain non-tax payments.  This 
statistical figure is important when estimating consumers’ propensity to spend personal 
income on entertainment.  Exhibit 3.13 presents the total EBI and median EBI per 
household of U.S.-based NBA markets. 

(1)

Estimated Compound Annual
Rank CBSA Team 2009 2014 Growth Rate

1 Washington DC Wizards $63,437 $70,931 2.3%
2 Oakland Golden State Warriors 59,705 65,683 1.9%
3 Boston Celtics 53,174 58,061 1.8%
4 Minneapolis Timberwolves 51,380 55,123 1.4%
5 Sacramento Kings 48,808 53,861 2.0%
6 New York Knicks, Nets 48,560 52,985 1.8%
7 Denver Nuggets 48,403 51,627 1.3%
8 Los Angeles Lakers, Clippers 47,705 52,018 1.7%
9 Philadelphia 76ers 47,580 51,672 1.7%

10 Salt Lake City Jazz 47,506 50,961 1.4%
11 Chicago Bulls 47,168 50,140 1.2%
12 Dallas Mavericks 46,984 50,398 1.4%
13 Atlanta Hawks 46,949 49,294 1.0%
14 Phoenix Suns 46,325 50,419 1.7%
15 Houston Rockets 45,590 49,488 1.7%
16 Portland Trail Blazers 45,267 48,228 1.3%
17 Charlotte Bobcats 44,061 46,552 1.1%
18 Detroit Pistons 43,706 45,075 0.6%
19 Indianapolis Pacers 43,372 46,214 1.3%
20 Orlando Magic 43,123 46,795 1.6%
21 Miami Heat 41,949 45,781 1.8%
22 Milwaukee Bucks 41,362 44,265 1.4%
23 Cleveland Cavaliers 40,858 43,232 1.1%
24 New Orleans Hornets 40,492 42,892 1.2%
25 San Antonio Spurs 40,346 43,248 1.4%
26 Memphis Grizzlies 39,753 42,357 1.3%
27 Oklahoma City Thunder 38,339 41,488 1.6%

Average (excluding New York) $46,282 $49,839 1.5%
Median (excluding New York) $45,958 $49,391 1.4%

(1) After tax, disposable income.
Source:  Claritas, 2009.

Median Household EBI

Exhibit 3.13
EBI Statistics - NBA Markets (U.S. Based)

Sorted by 2009 Median Household EBI
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As shown on the previous page, the New York market’s household EBI of $48,560 ranks 
sixth among NBA markets. The average household EBI for all NBA markets analyzed is 
$46,282.   
 
 
3.2.4  High Income Households 
 
The level of high income households, as measured by annual income of $150,000 or 
greater, is a key indicator of the level of support for arena spending on season tickets, 
club seats, suites, and other premium seating amenities.  Exhibit 3.14 presents the number 
of households earning $150,000 or greater for the U.S.-based NBA markets.  
 
 

 
 

Exhibit 3.14
Households with Annual Income Greater than $150,000 - NBA Markets (U.S. Based)

Number of 
Households

Rank CBSA Team >$150,000

1 New York Knicks, Nets 951,997
2 Los Angeles Lakers, Clippers 515,888
3 Washington DC Wizards 391,999
4 Chicago Bulls 327,422
5 Oakland Golden State Warriors 290,100
6 Boston Celtics 240,640
7 Philadelphia 76ers 222,548
8 Dallas Mavericks 202,147
9 Houston Rockets 181,905

10 Miami Heat 175,440
11 Atlanta Hawks 175,050
12 Phoenix Suns 121,423
13 Detroit Pistons 118,367
14 Minneapolis Timberwolves 113,864
15 Denver Nuggets 88,191
16 Sacramento Kings 77,031
17 Portland Trail Blazers 60,393
18 Orlando Magic 51,039
19 Charlotte Bobcats 49,157
20 Cleveland Cavaliers 48,822
21 Indianapolis Pacers 46,137
22 San Antonio Spurs 39,562
23 Milwaukee Bucks 38,677
24 New Orleans Hornets 29,045
25 Salt Lake City Jazz 26,916
26 Memphis Grizzlies 26,700
27 Oklahoma City Thunder 23,058

Average (excluding New York) 141,597
Median (excluding New York) 101,028

Source:  Claritas, 2009.
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There are nearly 952,000 New York households earning over $150,000 which is nearly 
seven times the league average of approximately 141,600.  There are almost twice as 
many high income households in New York City than in any other city within the NBA 
markets.  This shows that there is a much higher population from which to sell season 
tickets and other premium offerings relative to the other U.S.-based NBA markets. 
 
 
3.2.5  Sports Admission  Spending 
 
Sports admission spending can indicate the amount the market is willing and able to 
spend on sporting events.  Sports admission spending per household includes all single 
game and season ticket expenses, excluding all out of town travel expenses, averaged 
over the number of households in the specified market.  Exhibit 3.15 presents a summary 
of the total sports admission spending per household for U.S.-based NBA markets. 

 

Exhibit 3.15
Sports Admission Spending per Household - NBA Markets (U.S. Based)

Sorted by Sports Admission Spending per Household

Sports Admission
Rank CBSA Team Spending per HH(1)

1 Washington DC Wizards $214
2 Minneapolis Timberwolves 206
3 Sacramento Kings 196
4 Oakland Golden State Warriors 195
5 Denver Nuggets 194
6 Salt Lake City Jazz 180
7 Portland Trail Blazers 177
8 Charlotte Bobcats 176
9 Boston Celtics 175

10 Indianapolis Pacers 174
11 Milwaukee Bucks 169
12 Orlando Magic 165
13 New York Knicks, Nets 162
14 Cleveland Cavaliers 157
15 New Orleans Hornets 152
16 Memphis Grizzlies 151
17 Los Angeles Lakers, Clippers 151
18 Oklahoma City Thunder 145
19 Chicago Bulls 146
20 Philadelphia 76ers 145
21 Atlanta Hawks 143
22 Dallas Mavericks 137
23 Houston Rockets 133
24 Detroit Pistons 126
25 Phoenix Suns 126
26 Miami Heat 118
27 San Antonio Spurs 104

Average (excluding New York) $160
Median (excluding New York) $155

(1) Includes single game admissions and season ticket purchases. Excludes out of town expenses.
Source:  Claritas, 2008.
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The New York market’s annual sports admission spending of approximately $162 per 
household ranks slightly above the league average.  This could indicate that New York-
area residents have a relatively lower propensity to spend their disposable income, which 
could adversely affect spending levels on leisure activities such as professional 
basketball.  It is important to note, although average income and spending levels in the 
New York market are low relative to the NBA markets analyzed herein, the number of 
high-income households in the market offsets these averages.   
 
 
3.2.6  Unemployment 
 
A market’s unemployment rate can be another indicator of the relative strength of the 
local economy, which will have an impact on the level of support within a market for 
professional sports.  Exhibit 3.16 shows the unemployment rates of New York and the 
comparable U.S.-based NBA markets. 

 

Exhibit 3.16
Unemployment Rates - NBA Markets (U.S. Based)

Unemployment
Rank CBSA Team Rate (%)

1 Salt Lake City Jazz 3.8%
2 Oklahoma City Thunder 4.6%
3 Washington DC Wizards 4.7%
4 San Antonio Spurs 5.3%
5 New Orleans Hornets 5.4%
6 Houston Rockets 5.5%
7 Boston Celtics 5.8%
8 Dallas Mavericks 5.8%
9 Milwaukee Bucks 5.8%
10 Phoenix Suns 6.1%
11 Denver Nuggets 6.3%
12 Minneapolis Timberwolves 6.4%
13 Philadelphia 76ers 6.4%
14 New York Knicks, Nets 6.6%
15 Indianapolis Pacers 6.7%
16 Oakland Golden State Warrio 7.0%
17 Miami Heat 7.1%
18 Chicago Bulls 7.1%
19 Cleveland Cavaliers 7.1%
20 Atlanta Hawks 7.6%
21 Memphis Grizzlies 7.6%
22 Orlando Magic 7.7%
23 Portland Trail Blazers 8.1%
24 Sacramento Kings 8.7%
25 Los Angeles Lakers, Clippers 8.8%
26 Charlotte Bobcats 8.9%
27 Detroit Pistons 10.6%

Average (excluding New York) 6.7%
Median (excluding New York) 6.6%

Source:  Bureau of Labor Statistics. 2009
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As shown in the previous exhibit, New York ranks fourteenth of the 27 NBA markets 
analyzed with an unemployment rate of approximately 6.6 percent.  The NBA average 
and median market unemployment rates are 6.7 percent and 6.6 percent, respectively.   
 
 
3.2.7  Corporate Inventory per Market 
 
A comparison of the corporate base of each NBA market has been developed based on 
data supplied by Dun & Bradstreet.  The corporate inventory in a market can serve as an 
indicator of potential support for a new facility through season ticket, premium seating 
and sponsorship sales.  Exhibit 3.17 summarizes the corporate inventories of U.S.-based 
NBA markets analyzed.  The corporate inventory is defined as the number of corporate 
headquarters with annual revenues exceeding $5 million and corporate branches with at 
least 25 employees within the New York CBSA.   
 

Exhibit 3.17
2009 Corporate Inventory - NBA Markets (U.S. Based)

Sorted by Total Corporate Inventory

Total
Corporate Headquarters

Rank CBSA Team Headquarters(1) Branches(2) & Branches

1 Los Angeles Lakers, Clippers 10,760 7,539 18,299
2 New York Knicks, Nets 10,205 5,304 15,509
3 Chicago Bulls 6,345 4,995 11,340
4 Washington DC Wizards 5,295 4,763 10,058
5 Oakland Golden State Warriors 4,654 3,560 8,214
6 Dallas Mavericks 3,679 3,760 7,439
7 Boston Celtics 4,203 2,589 6,792
8 Atlanta Hawks 3,083 3,202 6,285
9 Philadelphia 76ers 3,535 2,693 6,228

10 Houston Rockets 3,319 2,817 6,136
11 Detroit Pistons 3,259 2,771 6,030
12 Minneapolis Timberwolves 2,644 1,889 4,533
13 Miami Heat 2,536 1,771 4,307
14 Phoenix Suns 2,150 1,816 3,966
15 Denver Nuggets 1,864 1,875 3,739
16 Cleveland Cavaliers 2,011 1,682 3,693
17 Milwaukee Bucks 2,064 1,619 3,683
18 Portland Trail Blazers 1,581 1,545 3,126
19 Orlando Magic 1,174 1,399 2,573
20 Charlotte Bobcats 1,116 1,326 2,442
21 Indianapolis Pacers 1,205 1,189 2,394
22 Oklahoma City Thunder 1,201 1,134 2,335
23 Sacramento Kings 993 1,134 2,127
24 Salt Lake City Jazz 986 935 1,921
25 San Antonio Spurs 757 952 1,709
26 Memphis Grizzlies 728 910 1,638
27 New Orleans Hornets 597 665 1,262

Average (excluding New York) 2,759 2,328 5,087
Median (excluding New York) 2,107 1,794 3,853

Source:  Dun & Bradstreet, 2009.
(1) Includes corporate headquarters with at least $5 million in annual sales and and 25 employees.
(2) Includes branches with at least 25 employees.  
 
New York’s corporate inventory of nearly 15,509 corporations and branches is more than 
three times the league average and ranks second among all U.S.-based NBA markets 
analyzed, trailing only Los Angeles.  This indicates New York offers a very large 
corporate base to which an NBA franchise can potentially sell season tickets, premium 
seating, corporate sponsorships and advertising.   
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Since each New York area professional sports team will seek to secure premium seat 
holders and corporate sponsorship from the same local corporate base, another 
consideration when determining the depth of a market’s corporate base is the corporate 
inventory per professional franchise located within a market. 
   
Exhibit 3.18 displays the number of corporations per professional sports franchise in 
U.S.-based NBA markets. 

 
As shown above, New York has a corporate inventory per professional franchise of 1,723 
ranking it in the top half of the NBA markets.     
 
Due to the high price of premium seating alternatives in professional sports venues, 
corporations generally comprise the majority of leaseholders, particularly in the case of 
private suites.  As such, it is often useful to calculate the number of total corporations in 
relation to the inventory of premium seating options across comparable markets.  Exhibit 
3.19, on the following page, presents the suite penetration of U.S.-based NBA markets. 

Exhibit 3.18
Corporate Base Statistics - NBA Markets (U.S. Based, 2009)

Sorted by Corporate Inventory per Franchise

Number of Corporate
Total Corps (1) Professional Inventory per

Rank CBSA NBA Team & Branches Franchises (2) Franchise

1 Portland Trail Blazers 3,126 1 3,126
2 Los Angeles Lakers, Clippers 18,299 6 3,050
3 Orlando Magic 2,573 1 2,573
4 Washington DC Wizards 10,058 4 2,515
5 Indianapolis Pacers 2,394 1 2,394
6 Oklahoma City Thunder 2,335 1 2,335
7 Chicago Bulls 11,340 5 2,268
8 Sacramento Kings 2,127 1 2,127
9 Houston Rockets 6,136 3 2,045
10 Salt Lake City Jazz 1,921 1 1,921
11 Dallas Mavericks 7,439 4 1,860
12 Milwaukee Bucks 3,683 2 1,842
13 New York Knicks, Nets 15,509 9 1,723
14 San Antonio Spurs 1,709 1 1,709
15 Boston Celtics 6,792 4 1,698
16 Memphis Grizzlies 1,638 1 1,638
17 Atlanta Hawks 6,285 4 1,571
18 Philadelphia 76ers 6,228 4 1,557
19 Detroit Pistons 6,030 4 1,508
20 Oakland Golden State Warriors 8,214 6 1,369
21 Cleveland Cavaliers 3,693 3 1,231
22 Charlotte Bobcats 2,442 2 1,221
23 Minneapolis Timberwolves 4,533 4 1,133
24 Miami Heat 4,307 4 1,077
25 Phoenix Suns 3,966 4 992
26 Denver Nuggets 3,739 4 935
27 New Orleans Hornets 1,262 2 631

Average (excluding New York) 5,087 3 1,782
Median (excluding New York) 3,853 4 1,704

Source:  Dun & Bradstreet, 2009.

(1) Includes headquarters with at least $5 million in annual sales and 25 employees and branches with at least 25 employees.
(2) Professional franchises include NBA, NHL, NFL and MLB teams.  
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Exhibit 3.19
Premium Seating Corporate Penetrations - Suites (2009)

Total Total Corporations
Rank Market Suites(1) Corps(2) Per Suite

1 Sacramento 29 2,127 73.3
2 Oklahoma City 49 2,335 47.7
3 Portland 67 3,126 46.7
4 Orlando 60 2,573 42.9
5 Los Angeles 509 18,299 36.0
6 New York(3) 448 15,509 34.6
7 Salt Lake City 56 1,921 34.3
8 Oakland / San Francisco 272 8,214 30.2
9 San Antonio 58 1,709 29.5

10 Memphis 59 1,638 27.8
11 Milwaukee 138 3,683 26.7
12 Washington DC / Baltimore 424 10,058 23.7
13 Boston 330 6,792 20.6
14 Houston 350 6,136 17.5
15 Chicago 659 11,340 17.2
16 Minneapolis 284 4,533 16.0
17 Atlanta 442 6,285 14.2
18 Philadelphia 494 6,228 12.6
19 Detroit 483 6,030 12.5
20 Phoenix 354 3,966 11.2
21 Charlotte 220 2,442 11.1
22 Cleveland 338 3,693 10.9
23 Dallas 691 7,439 10.8
24 Denver 354 3,739 10.6
25 Indianapolis 236 2,394 10.1
26 Miami 463 4,307 9.3
27 New Orleans 193 1,262 6.5

Average (excluding New York) 293 5,087 23.5

Average of Ten Largest Corporate Markets (excluding New York) 465 8,682 19.5

Average Ratio of Ten Largest Corporate Markets Applied to New York 794 15,509 19.5
Current New York Suite Inventory (3) 448

Estimated Unmet Market Demand 346

Average Ratio of Ten Largest Corporate Markets Applied to New York 794 15,509 19.5
Future New York Suite Inventory (4) 620

Estimated Unmet Market Demand 174

(1) Includes NBA, NHL, MLB and NFL facilities
(2) Includes corporate headquarters with at least 25 employees and $5 million in annual sales and branches with at least 25 employees. 
(3) Includes suites for New Yankees Stadium and Citifield. 
(4) Includes suites for New Yankees Stadium, Citifield, New Meadowlands Stadium and a planned 2012 renovation of Madison Square Garden.   
 
As shown above, the average inventory of suites in NBA markets is approximately 293, 
while the average inventory of corporations with the propensity to support suite sales is 
approximately 5,087 per market.  In the ten markets with the largest corporate bases, 
there is an average of 465 suites and an average corporate base of 8,682 companies 
indicating an average of 19.5 suites per corporation.  Since the New York market ranks 
second in terms of total corporate base, comparing New York to the average of these top 
ten markets is reasonable.  If the New York area were able to achieve a penetration ratio 
similar to the other large corporate bases, it could potentially support 794 suites or 346 
suites beyond those currently available in the marketplace. 
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Exhibit 3.20 presents a similar comparison of the number of high income households to 
total club seats in each of the NBA markets.  Since the majority of club seats sold at most 
sports facilities are personal purchases, the total high income household inventory is used 
here as a proxy in determining club seat penetrations.  
 

Exhibit 3.20
Premium Seating High Income Household Penetrations - Club Seats (2008)

Total Households
Total with more than High Income 
Club $150,000  in Households

Rank Market Seats(1) Annual Income (2) Per Club Seat

1 Sacramento 371 71,882 194
2 Los Angeles 10,975 479,926 44
3 New York(3) 21,472 892,561 42
4 Salt Lake City 628 23,838 38
5 Orlando 1,466 47,327 32
6 Portland 1,794 55,825 31
7 Boston 9,294 223,636 24
8 Oakland 11,261 267,442 24
9 San Antonio 1,767 37,176 21

10 Washington DC 21,332 360,678 17
11 Chicago 19,693 320,412 16
12 Philadelphia 15,918 208,817 13
13 Detroit 10,273 124,508 12
14 Atlanta 13,944 167,945 12
15 Minneapolis 9,968 111,440 11
16 Houston 16,734 165,219 10
17 Memphis 2,592 24,934 10
18 Dallas 24,367 185,184 8
19 Miami 22,959 164,439 7
20 Phoenix 16,157 109,342 7
21 Oklahoma City 3,380 19,928 6
22 Milwaukee 6,427 36,693 6
23 Denver 16,373 82,241 5
24 Indianapolis 9,648 43,066 4
25 Cleveland 12,255 46,778 4
26 Charlotte 13,580 44,899 3
27 New Orleans 7,794 24,414 3

Average (excluding New York) 10,806 132,615 22

Average of Ten Most Populous Corporate Markets (excluding New York) 16,648 254,370 17

Average Ratio of Ten Most Populous High Income Household Markets Applied to New York 51,145 892,561 17
Current New York Club Seat Inventory (3) 21,472

Estimated Unmet Market Demand 29,673

Average Ratio of Ten Most Populous High Income Household Markets Applied to New York 51,145 892,561 17
Future New York Club Seat Inventory (4) 39,366

Estimated Unmet Market Demand 11,779
(1) Includes NBA, NHL, MLB and NFL facilities
(2) Includes corporate headquarters with at least 25 employees and $5 million in annual sales and branches with at least 25 employees. 
(3) Includes club seats for New Yankees Stadium and Citifield. 
(4) Includes proposed club seats for New Yankees Stadium, Citifield, New Meadowlands Stadium and a renovated Madison Square Garden.   
 
For the purposes of this analysis, high income households are those with an annual 
income greater than $150,000.  As shown, the current ratio of high income households to 
club seats in the New York market ranks third highest with 42 households for each club 
seat available.  When the average club seat penetration ratio of the ten NBA markets with 
the most high income households is applied to the New York market, the resulting 
number of estimated club seats supportable by the market is 51,145 or 29,673 new club 
seats.  The existing inventory of club seats in the New York marketplace is not consistent 
with standard club seats in most new sports venues.  Furthermore, although many of the 
seats in the existing facilities in the New York market may be defined as club seats, most 
of these sports facilities do not offer the amenities associated with modern club seats at 
newer facilities. 
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3.3  Summary 
 
The demographic and socioeconomic characteristics of the Brooklyn market and 
surrounding areas are an important component in assessing the potential success of the 
Barclays Center.  The strength of a market in terms of its ability to attract events and 
spectators and generate revenues is predicated on the size of the regional market area 
population and its spending characteristics in the context of competition within the 
market.  The following are key conclusions of the Brooklyn market: 
 

• The Brooklyn area is ideal for a new state-of-the-art arena. 
 
• The surrounding metropolitan area is one of the largest and most densely 

populated areas in the country. 
 
• The New York market has more high income households than any of the current 

NBA markets.  The number of households with an annual income greater than 
$150,000 per year is more than six times the NBA average. 

  
• The corporate base in the immediate area of the proposed arena site is strong and 

expanding. 
 
• Despite the large number of major professional sports franchises within the 

market, New York’s ratio of corporate inventory to number of franchises is 
between the average and median of the NBA markets analyzed. 

 
• Corporate penetration ratios of suites and club seats indicate the potential for the 

market to support a larger number of both seating options than are currently 
available in the marketplace. 

 
 
Exhibit 3.21 on the following page, summarizes the comparative demographic and 
socioeconomic statistics of New York and the U.S.-based NBA markets reviewed in this 
analysis.   
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Exhibit 3.21

Summary of 2009 NBA Demographic Characteristics

NBA NBA
Demographic Variable New York Rank (1) Average (2) Median (2) NBA High NBA Low

Population 18,870,038 1 3,886,379 2,893,520 18,870,038 1,128,474

Population per Franchise (3) 2,096,671 5 1,380,928 1,255,495 2,218,761 574,658

Households 6,823,897 1 1,417,827 1,116,578 6,823,897 370,181

Median Household EBI $48,560 6 $46,282 $45,958 $63,437 $38,339

Households With Income > $150,000 951,997 1 141,597 101,028 951,997 23,058

Sports Admission Spending per Household $162 13 $160 $155 $214 $104

Unemployment Rate 6.6% 14 6.7% 6.6% 10.6% 3.8%

Corporate Inventory (4) 15,509 2 5,087 3,853 18,299 1,262

Corporate Inventory per Franchise 1,723 13 1,782 1,704 3,126 631

Corporations per Suite (NBA Markets) (3)(4) 35 6 23 17 73 7

High Income Households per Club Seat (NBA Markets) (3)(4) 42 3 22 12 194 3

(1) Rank out of 27 U.S.-based NBA markets.
(2) Averages and medians exclude New York.
(3) Includes franchises in the National Basketball Association, National Football League, Major League Baseball, and National Hockey League.
(4) Includes all households with an annual income of $150,000 or greater.
(5) Includes all corporate headquarters with at least 25 employees and $5 million in annual sales and corporate branches with at least 25 employees.  
 
As shown, the New York market ranks in the top half of NBA markets in ten of the 
eleven demographic and socioeconomic categories analyzed.  New York ranks at or near 
the top of NBA markets in terms of variables associated with sheer market size, total 
income and high income households.   
 
It is important to note there are a large number of high-income households located within 
the New York market which can offset the relatively lower income and spending 
averages seen in the marketplace.  For instance, there are approximately 952,000 high-
income households in the marketplace with an annual income greater than $150,000.  
This figure is higher than the number of total households in twelve of the U.S.-based 
NBA markets analyzed. 
 
The New York corporate inventory with sales greater than $5 million ranks near the top 
of the NBA markets, while the current ratio of premium seating to corporate inventory 
ranks within the top third of NBA markets.   
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In this section, the physical and operational characteristics of selected new arenas have 
been analyzed.  This comparative analysis was prepared to gain a programmatic 
perspective from which to evaluate the potential operational performance and event 
levels of the Barclays Center relative to similar NBA-only and NBA/NHL facilities.   
 
Exhibit 4.1 presents tenant, facility name, year built, seating capacity, and premium 
seating inventories of the recently built arenas reviewed as a part of this analysis. 
 

Year Seating Luxury Club Courtside/
NBA Tenant Facility Opened Capacity Suites Seats Floor Seats

NBA-Only Facilities
Orlando Magic Orlando Events Center 2010 18,500 60 1,466 406
Charlotte Bobcats Time Warner Cable Arena 2005 18,500 62 2,567 143
Memphis Grizzlies FedEx Forum 2004 18,000 59 2,592 241
Houston Rockets Toyota Center 2003 18,600 105 2,900 567
San Antonio Spurs AT&T Center 2002 18,500 58 1,767 287
Oklahoma City Thunder Ford Center 2002 18,700 49 3,380 148
Indiana Pacers Conseco Fieldhouse 1999 18,500 69 2,648 1,220
Miami Heat American Airlines Arena 1999 19,000 29 1,105 104
Portland Trail Blazers Rose Garden 1995 20,000 67 1,794 450
Cleveland Cavaliers Quicken Loans Arena 1994 18,500 95 1,847 1,054

NBA-Only Average 18,700 65 2,207 462

NBA/NHL Facilities
Dallas Mavericks American Airlines Center 2001 19,200 138 1,839 543
Atlanta Hawks Philips Arena 1999 20,500 92 1,970 302
Denver Nuggets Pepsi Center 1999 19,000 93 1,914 194
Los Angeles Clippers/Lakers Staples Center 1999 20,000 160 2,589 601
Toronto Raptors Air Canada Centre 1999 19,800 154 3,900 408
Washington Wizards Verizon Center 1997 20,000 108 2,128 914
Philadelphia 76ers Wachovia Center 1996 18,600 126 1,800 1,040
Boston Celtics TD Banknorth Gardens 1995 18,500 104 1,068 96
Chicago Bulls United Center 1994 21,800 190 6,000 462

NBA/NHL Average 19,700 129 2,579 507

Source: Facility representatives and industry publications, 2008

Exhibit 4.1
Physical Characteristics of Comparable Arenas

 
 
It should be noted individual teams have varying methods for the classification of 
courtside/floor seating.   Since the courtside/floor seat inventories provided above are 
based on these team classifications, the number of seats within this category varies 
significantly from facility to facility.    
 
The remainder of this section provides information regarding seating capacities, naming 
rights, premium seating offerings, non-tenant events held at the facilities, funding data 
and other related information and is presented in the following sections: 
 

4.1 NBA-Only Facilities; 
4.2 NBA/NHL Facilities;  
4.3 NBA-Only and NBA/NHL Facility Naming Rights; and, 
4.4 Summary. 
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4.1  NBA-Only Facilities 
 
4.1.1  Orlando Events Center  
 
The Orlando Events Center is currently 
under construction in Orlando, Florida 
and is scheduled to open in the fall of 
2010.  The Events Center is part of a 
public building program which also 
includes a new Performing Arts Center 
and a renovation to the Citrus Bowl 
Stadium.  The facility will be home to 
the Orlando Magic of the NBA.  Total 
development costs for the facility are 
$480.0 million including $380.0 million 
for the construction of the facility and 
$100.0 in land and infrastructure costs.  
The Events Center will have a seating capacity of approximately 18,500 for NBA 
basketball games.  The arena will be owned and operated by the City of Orlando.  The 
Events Center will replace Amway Arena, home to the Magic since 1989.   
 
Public participation for financing of the arena will account for approximately 87 percent 
or $418.0 million of the total project cost.  Orange County contributions came in the form 
of $270.0 million from a five percent tax levied on hotel rooms, campgrounds/trailer 
parks, and other short-stay residences.  The City of Orlando appropriated $62.0 million 
from the sale of land at the Amway Arena site and $37.0 million in City Covenant Bonds 
backed by revenues from a parking garage to be constructed adjacent to the Events 
Center.  State of Florida sales tax rebates account for approximately $30.0 million and 
interest earnings on County bond proceeds will total approximately $19.0 million.  The 
remainder of the necessary funding, approximately $62.0 million, came from private 
sources.  The Magic contributed $50.0 million to the funding of the facility and $12.0 
million will be funded through the Magic’s annual lease payment to the City.  

Public Participation:        $418.0 million       87% 
Private Participation:         $62.0 million       13% 

Team Contribution  
$50.0 million

Team Lease Payments      
$12.0 million

City Sale of Land       
$62.0 million

City Parking 
Revenues        

$37.0 million

State Sales 
Tax Rebate             

$30.0 million
Interest Earnings      

$19.0 million

Exhibit 4.2
Orlando Events Center Funding

County Hotel and 
Campgrpound Taxes

$270.0 million
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The Orlando Events Center will host both the NBA’s 
Orlando Magic and the AFL’s Orlando Predators.  
Future plans include the addition of a minor league 
hockey team as an extra tenant.  The three tenants 
account for 88 home games per year, comprising 55 
percent of the total events in the facility’s first year of 
operations.  Exhibit 4.3 presents the estimated 2010-
2011 event list for the Events Center.  It is anticipated 
that the facility will host 153 events in the first year of 
operations.   
 
The Orlando Events Center will have five different types of premium seat products 
including 60 private suites, 2 super suites in which seats are sold on an individual basis, 
68 loge boxes, 1,466 club seats and 406 courtside and floor seats.  Exhibit 4.4 presents 
the estimated private suite and club seat inventory and estimated pricing for the 2010-
2011 basketball season. 
 
 

Super Suite Seats (1)

Potential Potential Potential
Year Number Number Annual Annual Number Number Annual Annual Number Annual Annual
Built of Suites of Seats Fee Revenue of Suites of Seats Fee Revenue of Boxes Fee Revenue

2010 60 $250,000 $15,020,000 2 416 $13,500 $5,616,000 68 $47,200 $3,210,000

(1) Super suite seats are sold on an individual basis in a suite environment.  Leaseholders receive all inclusive food and beverages and tickets to all events at the events center. 

Private Suites Loge Boxes

Exhibit 4.4
Orlando Events Center Premium Seating Detail

 
 
 

Total
Potential

Potential Potential Premium
Number Annual Annual Number Annual Annual Seating
of Seats Fee Revenue of Seats Fee Revenue Revenue

1,466 $7,800 $11,436,000 406 29,000 11,801,000 $47,083,000

Courtside / Floor SeatsClub Seats

Exhibit 4.4 (continued)
Orlando Events Center Premium Seating Detail

 
 
 
 
As shown, the average cost of a private suite is approximately $250,000 per year, loge 
boxes lease for an average of $47,200 and the average price of a club seat is $7,800.  The 
resulting total premium seating revenue potential is approximately $47.0 million 
annually.  Suite packages and seats in one of the super suites include tickets to all events 
held at the arena.   

Exhibit 4.3
Orlando Events Center Event List

2010-2011 Projected

Event Total

Magic 45
Hockey 35
Concerts 20
Family Shows 23
Other Sports 5
Other Events 25
Total 153
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4.1.2  Time Warner Cable Arena 
 
Time Warner Cable Arena was 
completed in the fall of 2005 and is 
home to the NBA’s Charlotte 
Bobcats.  The $265 million facility 
has a seating capacity of 
approximately 18,500.  The arena 
is owned by the City of Charlotte 
and operated by the Charlotte 
Coliseum Authority and the 
Charlotte Bobcats.  The arena 
development was spurred by the 
relocation of the Hornets to New 
Orleans.  In an effort to attract a 
new team, the City renegotiated 
with the NBA for the development of a new arena contingent upon an expansion team 
being awarded to the City. 
 
Public participation for financing of the arena accounts for approximately $231.8 million 
in the form of a hotel/motel and car rental tax, the proceeds from the sale of assets, a 
contribution by the Coliseum Authority, the sale of land and interest earnings.  The 
remainder of the necessary funding, approximately $33.2 million, came from private 
sources via team and corporate contributions.  In connection with the lease agreement, 
the team is responsible for the management and operations, booking, marketing, sales and 
related activities of the arena and must pay all operating expenses.  The team has the right 
to retain all arena operating revenues and the only annual payment the team is required to 
make is the repayment of a $23.2 million loan to the banking partners over a 10-year 
period. 

 

Hotel/Motel & Car 
Rental Tax          

$131.8 million

Interest Earnings    
$7.4 million

Land Sale      
$50.0 million

Corporate Contribution  
$10.0 million

Proceeds from 
Sale of Assets     
$25.8 million

Coliseum Authority 
Contribution            
$16.8 million

Team Contribution       
$23.2 million

Exhibit 4.5
Time Warner Cable Arena Funding

Public Participation:        $231.8 million       87% 
Private Participation:         $33.2 million       13% 
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The Time Warner Cable Arena hosts both the NBA’s Charlotte Bobcats and the East 
Coast Hockey League (“ECHL”) Charlotte Checkers.  These two tenants account for 45 
and 33 home games per year, respectively.  In addition to tenant events, facility 
representatives indicated that the arena also hosts a wide array of other events including 
college basketball games and tournaments, concerts and family shows on a level 
comparable with other recently developed multi-purpose arenas.  Exhibit 4.6 presents the 
2007-2008 event levels for Time Warner Cable Arena.  

  
Time Warner Cable Arena incorporates 62 private suites, 58 loge boxes, 2,567 club seats 
and 143 courtside and floor seats.  Exhibit 4.7 presents the estimated private suite and 
club seat inventory and pricing. 
 
 

Total
Potential

Potential Number Potential Potential Potential Premium
Year Number Annual Annual of Loge Annual Annual Number Annual Annual Number Annual Annual Seating
Built of Suites Fee Revenue Boxes Fee Revenue of Seats Fee Revenue of Seats Fee Revenue Revenue

2005 62 $175,000 $10,850,000 58 $51,030 $2,960,000 2,567 $6,440 $16,534,000 143 $25,920 $3,706,000 $34,050,000

Exhibit 4.7
Time Warner Cable Arena Arena Premium Seating Detail (2008)

Private Suites Club SeatsLoge Boxes Courside / Floor

 
 
As shown, the average annual suite price is $175,000 and the average price for a loge box 
at the facility is approximately $51,000.  Club seats lease for an annual average price of 
$6,440 and courtside seats have an average price of approximately $26,000.  The 
resulting total premium seating revenue potential is approximately $34.0 million 
annually.  Club seats are located on the lower level between baselines.  Suite packages 
include tickets to all events held at the arena. 

Exhibit 4.6
Time Warner Cable Arena Event List

2007-2008

Event Total

Bobcats 45
Checkers 33
Concerts 11
Family Shows 15
Other Sports 27
Other Events 12
Total 143
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4.1.3  FedEx Forum 
 
The FedEx Forum is located in 
Memphis, Tennessee and is the 
home of the NBA’s Memphis 
Grizzlies and the University of 
Memphis men’s basketball team.  
The 18,000-seat arena is owned 
by the Memphis Public Building 
Authority and operated by Hoops 
LP, a subsidiary of the Grizzlies.  
Naming rights to the facility 
were sold to FedEx Corporation 
in 2004.  The 20-year agreement 
calls for total payment in the 
amount of $90.0 million.  Similar 
to the arena development plan for Charlotte, the impetus for this project was the 
relocation of the Grizzlies from Vancouver to Memphis.  The Grizzlies relocated to 
Memphis in 2001 and played in the Pyramid until the new arena opened. 
 
Total development costs of the arena were approximately $250.0 million.  Public sector 
participation accounted for approximately 87 percent of the total project.  City, County 
and State appropriations totaling $44.0 million were made as well as a State sales tax 
rebate of $65.2 million.  Other public sources of funds include $72.7 million from City 
and County hotel/motel and car rental taxes and a $34.8 million “Payment in Lieu of 
Taxes” (PILOT) from the Memphis Light, Gas and Water’s (MLGW) Water Division.  
As part of the lease between the Grizzlies and the City/County, the Grizzlies pay a $1.15 
per seat rental fee on all seats sold for all public events held at the arena. 

City, County & State 
Appropriations $44.0 

million

State Sales Tax 
Rebate $65.2 

million
Seat License 

Fee          
$13.3 million

City & County Hotel/Motel & 
Car Rental Taxes             

$72.7 million

MLGW PILOT 
$34.8 million

Private Support Bonds 
$20.0 million

Exhibit 4.8
FedEx Forum Funding

Public Participation:       $216.7 million       87% 
Private Participation:        $33.3 million       13% 
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The FedEx Forum hosts 45 NBA games annually.  Exhibit 4.9 presents the 2007-2008 
event schedule at The FedEx Forum.    

 
As shown, FedEx Forum hosted 101 events during the 2007-2008 event year.  The 
Grizzlies and University of Memphis’ basketball teams played a total of 67 games, or 
roughly 66 percent of the total arena events.  The remaining event list was comprised of 
15 concerts, 5 family shows, 6 other sporting events and 8 miscellaneous other events. 
 
The FedEx Forum incorporates 59 traditional private suites, 80 loge boxes, 2,592 club 
seats and 241 courtside and floor seats.  The loge boxes are a relatively new premium 
seating concept that offers a blend of suite and club seat amenities.  It is a concept that is 
often attractive to smaller and mid-sized firms that cannot purchase a suite but desire 
more exclusivity than club seats.  Exhibit 4.10 presents the average annual price levels of 
suites and club seating in the arena. 
 

Total
Potential

Potential Potential Potential Potential Premium
Year Number Annual Annual Number Annual Annual Number Annual Annual Number Annual Annual Seating
Built of Suites Fee Revenue of Boxes Fee Revenue of Seats Fee Revenue of Seats Fee Revenue Revenue

2004 59 $167,000 $9,874,000 80 $24,750 $1,980,000 2,592 $5,000 $12,959,000 241 18,780 4,526,000 $29,339,000

Exhibit 4.10
FedEx Forum Premium Seating Detail (2008)

Private Suites Club SeatsLoge Box Courtside / Floor Seats

 
 
As shown, the average annual price for suites at FedEx Forum is $167,000 and the 
average price for loge boxes is approximately $25,000 annually.  The resulting total 
potential premium seating revenue is approximately $29.3 million per year. 

Exhibit 4.9
Fedex Forum Event List

2007-2008

Event Total
Grizzlies 45
University of Memphis 22
Concerts 15
Family Shows 5
Other Sports 6
Other Events 8
Total 101
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4.1.4  Toyota Center 
 
Toyota Center is located in 
Houston, Texas and is the home of 
the NBA’s Houston Rockets and 
the American Hockey League’s 
(“AHL”) Houston Aeros.  The 
$253.0 million facility incorporates 
seating capacity for approximately 
18,500 and opened for the 2003-
2004 NBA season.  The arena is 
owned by the Harris County-
Houston Sports Authority and 
operated by Clutch City Sports & 
Entertainment (Houston Rockets).  
The arena was approved by a 
County-wide referendum a year after the public defeated a similar proposal.  The new 
arena was constructed in the downtown area in close proximity to Minute Maid Ballpark.  
The Toyota Center replaced the Compaq Center, which served as home to the Rockets 
since 1975. 
 
Public funds used for the arena project accounted for approximately 57 percent of the 
total project costs with the remaining amount coming from private sources.  Public funds 
came in the form of a City contribution of $113.0 million via hotel/motel and car rental 
taxes as well as $32.0 million from revenues generated by a new 2,500-space parking 
garage.  The private funding amounted to a $108.0 million contribution by the Rockets 
through an annual rental payment of $5.4 million to the Sports Authority. 

Rockets' Rent 
$108.0 million

Hotel/Car   Rental 
Taxes           

$113.0 million

Parking Revenues 
$32.0 million

Exhibit 4.11
Toyota Center Funding

Public Participation:        $145 million        57% 
Private Participation:       $108 million        43% 
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Exhibit 4.12 presents Toyota Center’s 2008 event list.  Toyota Center hosted 181 events 
in 2008.  Tenant events account for approximately 49 percent of the total number of 
events.  Tenant events include the 2007-2008 season playoff games for the Houston 
Rockets.       
 
 
 
 
 
 
 
 
 
 
 
 
Premium seating amenities in the building include 105 private suites, 2,900 club seats 
and 567 courtside and floor seats.  Exhibit 4.13 presents the premium seating inventory 
and pricing at Toyota Center. 
 

Suites Club Seats Total
Potential

Potential Potential Potential Premium
Year Number Number of Annual Annual Number Annual Annual Number Annual Annual Seating
Built of Suites Tickets Fee Revenue  of Seats Fee Revenue  of Seats Fee Revenue Revenue

2003 105 $225,000 $23,625,000 2,900 $8,000 $23,200,000 567 $19,900 $11,283,000 $58,108,000

Exhibit 4.13
Toyota Center Premium Seating Detail (2008)

Courtside / Floor Seats

 
 
As shown, the average annual price for suites and club seats is approximately $225,000 
and $8,000, respectively.  The total annual premium seating revenue potential of the 
Toyota Center is approximately $58.1 million.  Suite prices include tickets to all events 
held in the facility.  Club seat packages include tickets to Rockets preseason and regular 
season games. 
 

Exhibit 4.12
Toyota Center Events List

2008

Event Total
Rockets 48
Aeros 40
Concerts 50
Family Shows 22
Other Sports 3
Other Events 18
Total 181
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4.1.5  AT&T Center 
 
The AT&T Center is located in San 
Antonio, Texas and is home to the 
NBA’s San Antonio Spurs, the WNBA’s 
San Antonio Silver Stars and the AHL’s 
San Antonio Rampage, as well as the 
San Antonio Stock Show and Rodeo, a 
16-day event held every February.  The 
18,500-seat facility was completed in 
2002 at a total cost of approximately 
$177.0 million.  AT&T Center is owned 
by Bexar County and operated by the San Antonio Spurs.  The arena development was 
approved by Bexar County residents through referendum by 61.3 percent of the vote.  
The referendum enabled the County to increase the hotel/motel tax by two percent and 
the auto rental tax by five percent.  Naming rights to the facility were sold to SBC 
Communications in 2000.  The 20-year agreement is worth a total of $41.0 million.  SBC 
Communications changed its name to AT&T, Inc. in November of 2005.  Following this 
change, the arena changed its name from SBC Arena to AT&T Arena in January 2006.  
At the beginning of 2008 Bexar County voters approved an extension of the visitor tax 
fund.  A portion of the revenue from the extension will be set aside for renovations of the 
AT&T Center in 2012.  This will ensure that the arena remains a state-of-the-art facility.  
In addition, the San Antonio Spurs and the San Antonio Stock Show and Rodeo agreed to 
extend their leases and contribute to the cost of the renovations.         
 
Total development costs of the facility amounted to approximately $176.8 million.  
Public participation accounted for approximately 69 percent of the total cost through 
$121.6 million from the County funded from tax-exempt bonds payable from the voter-
approved hotel/motel and car rental taxes.  Private funding sources comprised the balance 
of the development costs.  The County issued $26.7 million in taxable revenue bonds 
secured by Spurs and San Antonio Livestock and Exposition Show rental payments.  The 
remaining costs were funded by a $28.5 million contribution from the Spurs. 

Public Participation:        $121.6 million      69% 
Private Participation:         $55.2 million      31% 

Bexar County 
Occupancy and Vehicle 

Rental Tax            
$121.6 million

Spurs Contribution   
$28.5 million

County Taxable 
Revenue Bonds 
$26.7 million     

Exhibit 4.14
AT&T Center Funding
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The AT&T Center hosted 147 events in 2008.  Tenant events, comprised of Spurs, Silver 
Stars, and Rampage games and San Antonio Stock Show and Rodeo events accounted for 
approximately 86 percent of event activity.  The 2007-2008 season playoff games are 
included in the Spurs’ event count.  The remaining events included fifteen concerts and 
five family shows.   
 

 
 
 
 
 
 
 
 
 
 
 
 
 
The arena includes 58 luxury suites, 1,767 club seats and 287 courtside and floor seats.  
Premium seating inventory and pricing detail is presented in Exhibit 4.16. 
 

Private Suites Total
Potential

Potential Potential Potential Premium
Year Number Number Annual Annual Number Annual Annual Number Annual Annual Seating
Built of Suites of Seats Fee Revenue of Seats Fee Revenue of Seats Fee Revenue Revenue

2002 58 $239,000 $13,875,000 1,767 $10,350 $18,288,000 287 $30,080 $8,633,000 $40,796,000

Club Seats Courtside / Floor

Exhibit 4.16
AT&T Center Premium Seating Detail (2008)

 
 
As shown, the average suite and club seat prices at AT&T Center are approximately 
$239,000 and $10,350, respectively.  The resulting total annual premium seating revenue 
potential of the arena is approximately $40.8 million.  Club seats are located around the 
perimeter of the court on the lower level.  Suite prices include tickets to all events held at 
AT&T Center. 
 

Exhibit 4.15
AT&T Center Event List

2008

Event Total
Spurs 53
Silver Stars 17
Rampage 41
Rodeo 16
Concerts 15
Family Shows 5
Other Sports 0
Other Events 0
Total 147
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4.1.6  Ford Center 
 
The Ford Center was 
constructed in 2002 as part of 
Oklahoma City’s “Bricktown” 
downtown redevelopment plan.  
In 2008, the facility became the 
new permanent home of the 
NBA’s Oklahoma City 
Thunder (formerly the Seattle 
SuperSonics).  The facility also 
hosted the Arena Football 
League 2’s (“af2”) Oklahoma 
City Yard Dawgz until the 
league ceased operations in 
2009.  The arena currently has approximately 18,700 permanent seats and a 20,800 seat 
concert capacity.  The Ford Center is owned by the City of Oklahoma City and operated 
by SMG.    
 
The Ford Center was originally constructed in 2002 at a cost of $89.0 million and was 
funded by the City of Oklahoma City via a temporary one percent sales tax increase.  The 
facility is scheduled to be remodeled within the next year to accommodate the newly 
relocated Oklahoma City Thunder NBA franchise.  In March of 2008, a $121.6 million 
remodeling initiative was passed by the citizens of Oklahoma City that will extend the 
temporary (January 2009 to March 2010) one percent sales tax implemented for the 
initial construction of the venue.  Including initial construction costs and the cost of 
renovating the Ford Center, development costs total $210.6 million.   
 

 
 
 
 
 
 

City Sales Tax 
$210.6 million

Exhibit 4.17
Ford Center Funding

Public Participation:        $210.6 million    100% 
Private Participation:         $00.0 million        0% 
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As can be seen in Exhibit 4.18, in 2008-2009, when the NBA’s Thunder commenced play 
in the facility, approximately 56 percent of event activity was due to tenant sporting 
events, including 45 games for the Thunder, CHL Blazers hockey (team has subsequently 
folded) and the af2 Yard Dawgz.  The facility also hosts concerts, family shows, rodeo 
and bull riding competitions, motor sports, collegiate and high school sports, banquets 
and religious gatherings.   
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The Ford Center currently has 49 suites and 3,380 club seats, however the scheduled 
remodeling project is expected to change this configuration by converting a number of 
club seat sections into additional suites.  The premium seat pricing for the arena is 
presented below in Exhibit 4.19.   
 
 
Annual fees for suites and club seats average $122,000 and $3,300, respectively.  The 
resulting total annual premium seating revenue potential of the arena is approximately 
$18.1 million.  It is anticipated that the prices for the current premium seating products at 
the facility will increase once the currently signed premium seating leases expire over the 
next two to three years and the remodeling of the facility is completed.  In addition, there 
are plans to add loge boxes during the remodeling, which could increase potential 
premium seating revenue at the Ford Center.    
 
 
 

Exhibit 4.18
Ford Center
2008-2009 

Event Total
Thunder 45
Blazers 37
Yard Dawgz 7
Rodeo 6
Concerts 23
Family Shows 8
Other Sports 27
Other Events 6
Total 159
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4.1.7  Conseco Fieldhouse 
 
Conseco Fieldhouse is located in 
Indianapolis, Indiana and is home to 
the NBA’s Indiana Pacers, the 
WNBA’s Indiana Fever and the AFL’s  
Indiana Firebirds.  The 18,500-seat 
arena was built in 1999 at a total cost 
of approximately $212.0 million.  The 
facility is owned and operated by the 
City of Indianapolis.  Naming rights to 
the facility were sold to Conseco, Inc. 
in 1999 for $40.0 million total and run 
through 2019.   
 
 
Total development costs for Conseco Fieldhouse amounted to approximately $212.0 
million.  Public sources accounted for approximately 68 percent of the total.  Public 
funding comprised $50.0 million from the Professional Sports Development Area, $9.3 
million of restricted funds from the Capital Improvements Board and $7.0 million in City 
investment income in a downtown retail development.  In addition, a $4.7 million State 
infrastructure grant was provided along with approximately $37.0 million in City funds 
for infrastructure, site preparation and parking facilities.  Also, a $37.0 million private 
investment will be repaid by City tax increment funds.  Private funds consisted of a $10.0 
million private contribution of land as well as $57.0 million from the Indiana Pacers, 
consisting of a $2.0 million upfront payment and $55.0 million through ticket tax and 
parking revenues. 

PSDA Revenues 
$50.0 million

State Infrastructure 
Grant              

$4.7 million

Indiana Pacers       
$57.0 million

City Investment 
Income             

$7.0 million

City Transportation 
Funds                

$37.0 million

Private Land 
Contribution         
$10.0 million

Circle Centre Mall Investors 
Repaid by Taxes            

$37.0 million

Restricted CIB 
Revenues        

$9.3 million

Exhibit 4.20
Conseco Fieldhouse Funding

Public Participation:        $145 million        68% 
Private Participation:         $67 million        32% 
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Conseco Fieldhouse hosted 104 events in 2008.  Tenant events, comprising Pacers and 
Fever home games, accounted for approximately 64 percent of all events held at the 
arena.  The remaining events consisted of thirteen concerts, five family shows, fifteen 
other sporting events and three miscellaneous events.  Other sporting events included 
high school and minor league hockey as well as other amateur sporting events.   
 
 
 
 
 
 
 
 
 
 
 
 
Conseco Fieldhouse incorporates 69 suites, 2,648 club seats and 1,220 courtside and floor 
seats.  Exhibit 4.22 displays the premium seating inventory and average pricing at 
Conseco Fieldhouse. 

Total
Potential

Potential Potential Potential Premium
Year Number Number Annual Annual Number Annual Annual Number Annual Annual Seating
Built of Suites of Seats Fee Revenue of Seats Fee Revenue of Seats Fee Revenue Revenue

1999 69 $159,000 $10,955,000 2,648 $4,080 $10,815,000 1,220 $9,730 $11,875,000 $33,645,000

Club Seats Courtside / Floor SeatsPrivate Suites

Exhibit 4.22
Conseco Fieldhouse Premium Seating Detail (2008)

 
 
As shown, the average annual price of suites and club seats at Conseco Fieldhouse are 
$159,000 and $4,080, respectively.  The resulting total premium seating revenue potential 
is approximately $33.6 million.  Suite leases include tickets to all Pacers games including 
playoffs and all other events held at the arena.  Club seat leases only include tickets to 
regular season Pacers games with the right to purchase Pacer playoff and other event 
tickets. 
 

Exhibit 4.21
Conseco Fieldhouse Event List

2008

Event Total
Pacers 45
Fever 23
Concerts 13
Family Shows 5
Other Sports 15
Other Events 3
Total 104
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4.1.8  American Airlines Arena 
 
American Airlines Arena is located 
in Miami, Florida and is the home of 
the NBA’s Miami Heat.  The $283.4 
million facility was built in 1999 and 
has a seating capacity of 19,600.  
The arena is owned by Miami/Dade 
County and operated by Heat 
Basketball Properties, Inc.  Naming 
rights for the arena were sold to 
American Airlines Corporation in 
1999, calling for a $42.0 million total 
payment over the 20-year term of the 
agreement.  The arena development 
was approved by a County-wide 
referendum a year after the public 
defeated a similar proposal.   
 
Public sources of the arena’s construction cost accounted for approximately 51 percent of 
the total cost, consisting of a County operating subsidy of $80.5 million, County land 
appraised at $38.0 million and approximately $25.4 million from a State sales tax rebate.  
The remaining development costs were funded privately, with the Heat supporting $102.5 
million in debt and other Heat sources including seat deposits, sponsorship rights, interest 
income and team equity.  The Heat was responsible for the financing of the facility.  
However, as noted, the Heat receives an annual operating subsidy which enabled the 
team to contribute a higher upfront amount.  The lease agreement signed between the 
Heat and the County is effective for 33 years, with the Heat retaining 100 percent of 
operating profits up to $14.0 million and 60 percent of net profit in excess of $14.0 
million.  The County also receives $2.00 from each parking fee related to arena events 
that is used to fund the annual operating subsidy. 

Miami Heat Debt 
$102.5 million

Dade County Land 
$38.0 million

State Sales Tax Rebate 
$25.4 million

County Operating 
Subsidy           

$80.5 million

Other Heat Sources  
$37.0 million

Exhibit 4.23
American Airlines Arena Funding

Public Participation:       $143.9 million       51% 
Private Participation:      $139.5 million       49% 
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In the 2007-2008 year, American Airlines Arena hosted 100 events.  Tenant events, 
comprising 45 Miami Heat basketball games, accounted for 45 percent of the total events 
held at the facility.  The arena also held 21 concerts, eighteen family shows, nine other 
sporting events and seven miscellaneous events.  Events included professional wrestling, 
ice shows, circus performances and other miscellaneous events. 

 
American Airlines Arena incorporates 29 traditional private suites and 1,105 club seats.  
The arena also offers 52 loge boxes.  Exhibit 4.25 presents the premium seating inventory 
and price scaling found at American Airline Arena. 
 

Club Seats Total
Potential

Potential Potential Potential Potential Premium
Year Number Annual Annual Number Annual Annual Number of Number of Annual Annual Number of Annual Annual Seating
Built of Suites Fee Revenue  of Seats Fee Revenue Boxes Seats Fee Revenue Seats Fee Revenue Revenue

1999 29 $249,000 $7,220,000 1,105 $10,030 $11,079,000 52 248 59,620 $3,100,000 104 $15,000 $1,560,000 $22,959,000

(1) Represents average annual fee for courtside seats.  Prices vary based on seat location.

Exhibit 4.25
American Airlines Arena Premium Seating Detail (2008)

Private Suites Courtside/Floor Seats  (1)Loge Boxes

 
 
As shown, the average annual price of suites and club seats at the American Airlines 
Arena is approximately $249,000 and $10,030, respectively.  The total annual premium 
seating revenue potential of the facility is approximately $23.0 million.  Both loge box 
holders and suite holders receive tickets to all American Airlines Arena events included 
in their annual leases.  During the first several years the facility was open, loge box 
holders only had the first right to purchase tickets to other events at the arena.   

Exhibit 4.24
American Airlines Arena Event List

2007-2008

Event Total
Heat 45
Concerts 21
Family Shows 18
Other Sports 9
Other Events 7
Total 100
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4.1.9.  Rose Garden 
 
The Rose Garden is located in 
Portland, Oregon and is the home of 
the NBA’s Portland Trail Blazers, the 
Western Hockey League’s (“WHL”) 
Portland Winterhawks, and the 
National Lacrosse League’s (“NLL”) 
Portland LumberJax.  The 21,600-seat 
arena was built in 1995 at a total cost 
of approximately $260.0 million.  The 
arena was originally owned by the 
Oregon Arena Corporation (an entity 
owned by the Trail Blazers and the 
City of Portland). The Arena 
Corporation was dissolved in 2004 
following bankruptcy proceedings.  
The complex is now jointly owned by 
Vulcan Sports and Entertainment and the City of Portland, and is operated by Global 
Spectrum.   
 
Total development costs for the Rose Garden amounted to approximately $260.1 million.  
Thirteen percent of the development costs came from public sources in the form of City 
bonds in the amount of $32.8 million, for the complex parking garages and streets.  The 
remaining 87 percent of expenses were privately funded as follows: first mortgage notes 
totaling $155.0 million were issued by an affiliate of Prudential Life Insurance and eight 
private investors.  Paul Allen funded $46.0 million in equity.  A $16.0 million bank loan 
was funded by Bank of America, Oregon Bank and Sea First Bank, to be repaid from 
arena operating profits.  The remaining funding came from interest income of $10.3 
million from project funding sources. 
 

Blazers Arena 
Operating Revenues 

$171.0 million

Owner Equity   
$46.0 million

City of Portland 
Admission Taxes 

$32.8 million Interest Income      
$10.3 million

Exhibit 4.26
Rose Garden Funding

Public Participation:         $32.8 million          13% 
Private Participation:      $227.3 million          87% 
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The Rose Garden hosted 183 events in the past year.  The three tenant franchises played 
88 games, or approximately 48 percent of the total arena events.  The remaining 95 
events were comprised of 42 concerts, 45 family shows and eight other sporting events.   

 
The facility offers 67 private suites and 1,794 club seats.  Exhibit 4.28 displays the 
premium seating inventory and average pricing at the Rose Garden. 
 

Private Suites Club Seats Courtside/Floor Seats (1) Total
Potential

Potential Potential Potential Premium
Year Number Number Annual Annual Number Annual Annual Number Annual Annual Seating
Built of Suites  of Seats Fee Revenue of Seats Fee Revenue of Seats Fee Revenue Revenue

1995 67 $106,000 $7,078,000 1,794 $5,030 $9,027,000 450 $8,500 $3,825,000 $19,930,000

(1) Courtside/floor seat scaling based on estimates.

Exhibit 4.28
Rose Garden Premium Seating Detail (2008)

 
 
As shown, the average annual price for suites and club seats in the Rose Garden is 
$106,000 and $5,030, respectively.  The resulting premium seating revenue potential of 
the facility, including courtside and floor seats is approximately $19.9 million.  Rose 
Garden suites include tickets to all events held in the arena.  If view is obstructed due to 
other event seating configuration, suite holders are offered additional tickets to buy in the 
arena.   
 

Exhibit 4.27
Rose Garden Event List

2007-2008

Event Total
Trail Blazers 45
Winterhawks 35
Lumber Jax 8
Concerts 42
Family Shows 45
Other Sports 8
Total 183
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4.1.10  Quicken Loans Arena 
 
Quicken Loans Arena is located in 
Cleveland, Ohio and is home to the 
NBA’s Cleveland Cavaliers and the 
AHL’s Lake Erie Monsters.  The arena 
was also home to the Arena Football 
League’s Cleveland Gladiators prior to 
the league ceasing operations in 2009.  
The 18,500-seat arena opened in 1994 
and includes 88 suites and 1,847 club 
seats.  Quicken Loans Arena is owned 
by Gateway Economic Development 
Corporation and managed by the 
Cavaliers.   
 
Development costs for the facility totaled approximately $160.0 million.  Public sources 
of funds comprised approximately $153.0 million or roughly 96 percent of the total.  
Public participation came in the form of $120.0 million in Cuyahoga County revenue 
bonds, $18.0 million in subordinate debt from the Cleveland Development Partnership, 
$12.0 million in senior debt from Society Bank and $3.0 million from a Cuyahoga 
County luxury tax.  Premium seating deposits in the amount of $7.0 million made up the 
balance of the building funding.  In addition, the County contributed $2.4 million for 
vehicular and pedestrian infrastructure.  The City financed approximately $50.0 million 
for two parking garages containing a total of 3,200 covered spaces, 1,750 of which were 
dedicated to the Cavaliers.  The State made a $25.0 million grant for the construction of 
common areas around the arena and Jacobs Field. 
 

Cuyahoge County 
Revenue Bonds 
$120.0 million

Society Bank Senior 
Debt              

$12.0 million

Cleveland 
Development 
Partnership         

$18.0 million

Cuyahoga County 
Luxury Tax        
$3.0 million Premium Seat 

Deposits           
$7.0 million

Exhibit 4.29
Quicken Loans Arena Funding

Public Participation:       $153.0 million       96% 
Private Participation:          $7.0 million         4% 
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Quicken Loans Arena hosted approximately 180 events in 2008.  Tenant events 
comprised approximately 55 percent of this total.  The remaining event activity included 
25 concerts, 50 family shows, and five other sporting events.   
 
 
 
 
 
 
 
 
 
 
 
 
Exhibit 4.31 presents the premium seating inventory and price scaling at Quicken Loans 
Arena.  

Private Suites Club Seats Courside / Floor Seats Total
Potential

Potential Potential Potential Premium
Year Number Annual Annual Number Annual Annual Number Annual Annual Seating
Built of Suites Fee Revenue of Seats Fee Revenue of Seats Fee Revenue Revenue

1994 95 $230,000 $21,823,000 1,847 $4,550 $8,404,000 1,054 14,930 15,737,000 $45,964,000

Exhibit 4.31
Quicken Loans Arena Premium Seating Detail (2008)

 
As shown, the average annual price of suites and club seats at Quicken Loans Arena are 
$230,000 and $4,550, respectively.  The resulting potential premium seating revenue is 
almost $46 million per year.  Suite prices include tickets to all non-premium events held 
at the facility.  An example of a premium event would be the NBA or NHL All-Star 
games.  For these premium events, suite holders receive tickets in the club section of the 
arena. 

Exhibit 4.30
Quicken Loans Arena Event List

2008

Event Total
Cavaliers 45
Monsters 44
Gladiators 9
Concerts 25
Family Shows 50
Other Sports 5
Total 178
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4.2  NBA/NHL Facilities 
 
4.2.1  American Airlines Center 
 
The American Airlines Center is located in 
downtown Dallas, Texas and is home to the 
NBA’s Dallas Mavericks and the NHL’s 
Dallas Stars.  The facility was also home to 
the Arena Football League’s Dallas 
desperadoes prior to the league ceasing 
operations in 2009.  The multi-purpose 
arena is the anchor of the 75-acre Victory 
Park development that houses up to 12 
million square feet of office, hotel, retail and 
residential space.  American Airlines Center 
is owned by the City of Dallas and operated 
by the Center Operating Company, a joint 
venture between affiliates of the Mavericks 
and the Stars.   
 
The American Airlines Center opened in 2001 at a total cost of approximately $412.0 
million.  City funds accounted for approximately $125.0 million (30 percent) of the 
project cost.  In 1998, voters of the City of Dallas approved a two percent increase of the 
City’s hotel/motel tax and a five percent auto rental tax to fund the project.  The City’s 
contribution is also funded by $3.4 million in annual rental payments made to the City by 
COC.  In addition to the $125.0 million in funding for Center construction, the City 
funded $12.5 million for public infrastructure improvements at the site.  The remaining 
$287.0 million in development costs (70 percent) were funded privately through the 
issuance of private placement debt by Center Operating Company and through owner’s 
equity.  COC is also responsible for a minimum allocation of $1 million to be contributed 
annually to the Center’s capital repairs/replacement account.  
 

Private Debt          
$220.0 million

City of Dallas
$125.0 million

Exhibit 4.32
American Airlines Center Funding

Owner Equity 
$67.0 million

Public Participation:       $125.0 million       27% 
Private Participation:      $287.0 million       73% 
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American Airlines Center hosted 180 events in 2007-2008.  Tenant events, comprised of 
48 Mavericks games, 46 Stars games and 9 Desperados games, accounted for 
approximately 57 percent of the total.  The remaining 77 events included sixteen 
concerts, 54 family shows and seven miscellaneous other events.     

 
American Airlines Center includes 138 private suites, 1,839 club seats and 543 courtside 
and floor seats.  The following exhibit shows the premium seating inventory and pricing 
detail at American Airlines Center. 

Private Suites Club Seats Total
Potential

Potential Potential Potential Premium
Year Number Number Annual Annual Number Annual Annual Number Annual Annual Seating
Built of Suites of Seats Fee Revenue of Seats Fee Revenue of Seats Fee Revenue Revenue

2001 138 $270,000 $37,286,000 1,839 $12,360 $22,735,000 543 $24,970 $13,557,000 $73,578,000

(1) Mavericks tickets only

Exhibit 4.34
American Airlines Center Premium Seating Detail (2008)

Courtside / Floor Seats (1)

 
 
As shown, the average annual prices for suites and club seats are approximately $270,000 
and $12,360, respectively.  The resulting premium seating revenue potential is 
approximately $73.6 million.  Suite leases include tickets to all events, including 
preseason and regular season Mavericks and Stars games, with the option to purchase 
playoff tickets.  Courtside and floor seats are for Mavericks games only.     

Exhibit 4.33
American Airlines Center Event List

2007-2008

Event Total
Mavericks 48
Stars 46
Desperados 9
Concerts 16
Family Shows 54
Other Events 7
Total 180
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4.2.2 Philips Arena 
 
Philips Arena is 
located in Atlanta, 
Georgia and is the 
home of NBA’s 
Atlanta Hawks, the 
Atlanta Thrashers of 
the NHL and the 
WNBA’s Atlanta 
Dream.  Philips Arena is owned by the Atlanta-Fulton County Recreation Authority and 
managed by Atlanta Spirit LLC.  In September of 2003, the Atlanta Hawks, the Atlanta 
Thrashers and operating rights to Philips Arena were sold by Turner Broadcasting 
Systems to Atlanta Spirit LLC, an Atlanta-based investment partnership.  The arena 
opened in 1999 and includes seating capacity for 20,300 spectators.  Naming rights to the 
facility were sold in 1999 to Royal Philips Electronics.  The agreement calls for a $168.0 
million total payment over the 20-year term of the contract. 
 
Public participation in arena funding totaled approximately $72.6 million.  The Atlanta-
Fulton County Recreation Authority issued $69.3 million in tax-exempt bonds and $3.3 
million in taxable bonds.  The bonds are both secured by a three percent auto rental tax in 
Atlanta and College Park.  The proceeds of the tax-exempt bonds were used for public 
infrastructure, plazas and acquisition of the land.  The proceeds of the taxable bonds 
retired the existing debt on the Omni, which was previously paid for by the Hawks.  
Private funds came from a $15.0 million equity contribution by the Hawks and a $153.0 
million revenue bond issued by the Atlanta-Fulton County Recreation Authority.  The 
revenue bond issue is secured by all arena revenues and has first lien on all gross 
revenues of the Atlanta Hawks and a second guarantee of debt service by the City of 
Atlanta and Fulton County. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

Hawks Team Debt 
$153.0 million

Taxable Auto           
Rental Revenue Bonds 

$3.3 million

Tax-Exempt Auto Rental 
Revenue Bonds $69.3 

million

Hawks Equity 
Contribution $15.0 

million

Exhibit 4.35
Philips Arena Funding

Public Participation:        $72.6 million  30% 
Private Participation:     $168.0 million           70% 
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Philips Arena hosted 157 events in the 2008 calendar year.  Tenant events, comprising 45 
Hawks games, 44 Thrashers games and eighteen Dream games, accounted for 
approximately 68 percent of the total.  The remaining 50 events included 31 concerts, 
seven family shows, nine other sporting events and three miscellaneous other events. 
 
 
 
 
 
 
 
 
 
 
 
 
 
Exhibit 4.37 presents the premium seating inventory and pricing detail at Philips Arena.  
As shown in the following exhibit, the arena incorporates 92 suites, 1,970 club seats and 
302 courtside and floor seats.  The average annual price for suites and club seats are 
$213,000 and $10,530, respectively.  Suite lease packages include tickets to all arena 
events.  Club seat prices include tickets to all preseason and regular season Hawks and 
Thrashers games and the option to purchase tickets for playoffs and all other arena 
events.  Club seats are located in the first 19 rows of the lower level.  Courtside and floor 
seats include tickets to Hawks games only.   
 

Private Suites Club Seats Courtside / Floor Seats Total
Potential

Average Potential Potential Potential Premium
Year Number Annual Annual Number Annual Annual Number Annual Annual Seating
Built of Suites Fee Revenue of Seats Fee Revenue of Seats Fee Revenue Revenue

1999 92 $213,000 $19,630,000 1,970 $10,530 $20,735,000 302 $15,570 $4,702,000 $45,067,000

Exhibit 4.37 
Philips Arena Premium Seating Detail (2008)

Exhibit 4.36
Philips Arena Event List

2008

Event Total
Hawks 45
Thrashers 44
Dream 18
Concerts 31
Family Shows 7
Other Sports 9
Other Events 3
Total 157
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Pepsi Center 
 
The Pepsi Center is located in Denver, 
Colorado and is home to the NBA’s 
Denver Nuggets, the NHL’s Colorado 
Avalanche and the NLL’s Colorado 
Mammoth.  Prior to the league ceasing 
operations in 2009, the AFL’s Colorado 
Crush also played home games at the 
facility.  The 19,300-seat arena opened 
in 1999 and is owned and operated by 
Kroenke Sports LLC, the controlling 
entity of the Nuggets, Avalanche and 
Mammoth and part-owner of the Crush.  
Naming rights to the venue were sold to 
Pepsi in 1999 as part of a 20-year, $68.0 million agreement.   
 
The Pepsi Center was built at a total cost of approximately $164.5 million.  The majority 
of the facility development costs were covered by Ascent Entertainment Group, the prior 
owner of the Nuggets and the arena.  Ascent obtained $160.0 million through asset-
backed securities secured by specific arena related revenues.  The remaining costs were 
funded by the City and County of Denver providing approximately $4.5 million in 
infrastructure related improvements around the development site. 
 
  

Ascent Private 
Financing 

$160.0 million

City and County 
Infrastructure Funds 

$4.5 million

Exhibit 4.38
Pepsi Center Funding

 Public Participation:           $4.5 million          3% 
 Private Participation:      $160.0 million        97% 



 
4.0 Comparable Facility Analysis 
 

 
66

As shown in Exhibit 4.39, Pepsi Center hosted 134 events in 2007-2008.  The four tenant 
franchises played a total of 108 games, comprising approximately 80 percent of total 
event activity.  Included in the Nuggets’ events count are the 2007-2008 season playoff 
games.  In addition, the facility held thirteen concerts, three family shows, six other 
sports and four miscellaneous other events. 

 
Exhibit 4.40 presents the premium seating inventory and pricing detail at Pepsi Center.  
As shown in the following exhibit, Pepsi Center incorporates 93 suites, 1,914 club seats 
and 194 courtside and floor seats.  The average annual price of suites at the arena is 
approximately $192,000, resulting in total potential suite revenue of $17.8 million.  The 
average annual club seat price is approximately $3,400 resulting in potential annual 
revenue of approximately $6.5 million.  The average annual courtside and floor seats 
price is almost $15,000 resulting in potential annual revenue of $2.9 million.  Total 
potential premium seating revenue at Pepsi Center is approximately $27.2 million per 
year. 
 

Private Suites Club Seats Total
Potential

Potential Potential Potential Premium
Year Number Number Annual Annual Number Annual Annual Number Annual Annual Seating
Built of Suites  of Seats Fee Revenue of Seats Fee Revenue of Seats Fee Revenue Revenue

1999 93 $192,000 $17,825,000 1,914 $3,400 $6,507,000 194 $14,780 $2,867,000 $27,199,000

Exhibit 4.40
Pepsi Center Premium Seating Detail (2008)

Courtside / Floor Seats

Exhibit 4.39
Pepsi Center Event List

2007-2008

Event Total
Nuggets 47
Avalanche 45
Crush 8
Mammoth 8
Concerts 13
Family Shows 3
Other Sports 6
Other Events 4
Total 134
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4.2.2  Staples Center 
 
The Staples Center is located 
in Los Angeles, California 
and is home to the NBA’s 
Los Angeles Lakers and 
Clippers, the NHL’s Los 
Angeles Kings and the 
WNBA’s Los Angeles 
Sparks.  Prior to the league 
ceasing operations in 2009, 
the AFL’s Los Angeles 
Avengers also played home 
games at the facility.  The arena was completed in 1999 and has a total seating capacity 
of approximately 20,000.  The facility is owned and operated by the AEG.  Facility 
naming rights were sold to office supply retailer, Staples, Inc.  The 20-year agreement 
was signed in 1999 and is worth $100.0 million over the term of the contract.   
 
Total development costs for the facility amounted to approximately $376.0 million.  
Public participation totaled approximately 19 percent, all funded by the City of Los 
Angeles.  The City acquired the land surrounding the arena for $70.5 million, partially 
funded by existing funds in the convention center reserve and a bond issuance.  An 
estimated $2.5 million in annual tax revenue generated by the operations of the arena 
including property, parking, general sales, business license, and utilities was earmarked 
to repay the City’s portion.  In addition, revenues from City-controlled parking lots near 
the arena and a 5 percent ticket tax will also be used to repay the City's debt.  The private 
portion of the funding came from the Los Angeles Kings who provided an estimated 
$305.5 million through a line of credit secured through contractually-obligated income 
from the arena. 

Los Angeles Kings 
Arena Revenues 
$305.5 million

City of Los Angeles 
Funds             

$70.5 million

Exhibit 4.41
Staples Center Funding

Public Participation:       $70.5 million         19% 
Private Participation:    $305.5 million         81% 
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Exhibit 4.42 displays the 2008 calendar of events for each tenant franchise as well as all 
other ticketed events.  As shown, Staples Center hosted 246 events.  Of these, 172, or 
approximately 70 percent of the total, comprise tenant events, including the 2007-2008 
season playoff games for the Lakers.  The remaining 74 events included 28 concerts, 26 
family shows, thirteen other sporting events and seven miscellaneous other events.   
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Premium seating amenities incorporated into the arena include 160 private suites, 2,589 
club seats and 601 courtside seats.  The following chart displays the premium seating 
inventory and pricing detail at Staples Center. 

Private Suites Club Seats Courtside Seats Total
Potential

Potential Potential Potential Premium
Year Number Number Annual Annual Number Annual Annual Number Annual Annual Seating
Built of Suites  of Seats Fee Revenue of Seats Fee Revenue of Seats Fee Revenue Revenue

1999 160 $292,000 $46,640,000 2,589 $17,920 $46,382,000 601 $46,480 $27,934,000 $120,956,000

Exhibit 4.43
Staples Center Premium Seating Detail (2008)

 
 
As shown, the average annual suite price is approximately $292,000 while the average 
annual club seat price is approximately $17,920.  Total potential premium seating 
revenue in the Staples Center is approximately $121.0 million per year.  Suite leases 
include tickets to all Staples Center events excluding special events such as the 
Grammy’s, All-Star games, and related special events.  Club seat holders receive tickets 
to all tenant events, and courtside seats include tickets to Lakers and Clippers games 
only.   
 
 

Exhibit 4.42
Staples Center Event List

2008

Event Total
Lakers 56
Clippers 45
Kings 45
Avengers 8
Sparks 18
Concerts 28
Family Shows 26
Other Sports 13
Other Events 7
Total 246

Note: Laker's events include 2007-2008 season playoff 
games.  The Los Angeles Avengers of the AFL folded in 
2009.
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4.2.3  Air Canada Centre 
 
The Air Canada Centre is located in 
Toronto, Ontario, Canada.  The facility 
is home to the NBA’s Toronto Raptors, 
the NHL’s Toronto Maple Leafs and the 
NLL’s Toronto Rock.  The 22,500-seat 
arena was built in 1999 at a cost of 
approximately C$265.0 million.  The 
ACC is owned and operated by Maple 
Leaf Sports & Entertainment.  Naming 
rights for the facility were sold to Air 
Canada Airlines.  The 20-year agreement 
expires in 2017 and calls for payment of 
$40.0 million over the term of the 
contract.   
 
The development costs were entirely funded privately by Maple Leaf Sports & 
Entertainment, Ltd.  The funds consisted of an estimated C$40.0 million from naming 
rights, and owner capital and private bank loans backed by dedicated arena revenue 
sources including private suites, club seats and advertising.  In addition, more than 
C$30.0 million in upfront personal seat license revenues were raised. 
 
 

Private Equity, PSL and 
Other Arena Revenues 

C$195.0 million

Naming Rights 
C$40.0 million

Exhibit 4.44
Air Canada Centre Funding

PSL Revenues 
C$30.0 million

Public Participation:        C$0                            0% 
Private Participation:       C$265 million       100% 
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The Air Canada Centre hosted 184 events in 2008, including 47 Raptors games, 46 Maple 
Leafs games and nine Rock lacrosse games.  Non-tenant events, which comprised 
approximately 46 percent of total events, include 53 concerts, 26 family shows and three 
other sporting events.   
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Premium seating amenities incorporated into the Centre include 154 suites, 3,900 club 
seats and 408 courtside and floor seats.  The following exhibit displays the premium 
seating inventory and pricing detail at Air Canada Centre. 
 

Total
Potential

Potential Potential Potential Premium
Year Number Seats Per Annual Annual Number Annual Ticket Annual Number Annual Annual Seating
Built of Suites Suite Fee Revenue of Seats Fee Price Revenue of Seats Fee Revenue Revenue

1999 154 $284,000 $43,754,000 3,900 $12,680 $49,470,000 408 $26,550 $10,833,000 $104,057,000

Exhibit 4.46
Air Canada Centre Premium Seating Detail (2008)

Courtside / Floor SeatsClub SeatsPrivate Suites

 
 
As shown in the exhibit, the average luxury suite price at ACC is approximately 
$284,000 while the average annual club seat fee is approximately $12,680.  The resulting 
potential premium seating revenue generated by the facility is approximately $104.1 
million per year.  Suite leases include tickets to all tenant events through Rounds 1 and 2 
of the playoffs, as well as all other events held in the arena.  For multiple-run shows, one 
show is included with the option to buy tickets for additional performances. 
  

Exhibit 4.45
Air Canada Centre Event List

2008

Event Total
Raptors 47
Maple Leafs 46
Rock 9
Concerts 53
Family Shows 26
Other Sports 3
Total 184

Note: Raptor's events include 2007-2008 season playoff 
games.  
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4.2.4  Verizon Center 
 
The Verizon Center is located in 
Washington D.C. and is the home 
of the NBA’s Washington 
Wizards, the WNBA’s Washington 
Mystics and the NHL’s 
Washington Capitals.  The 20,500-
seat venue was built in 1997 and 
cost approximately $256.0 million.  
The arena is owned by Ted Leonsis 
and the estate of Abe Pollin and 
managed by Centre Management.  
Naming rights to the facility were 
sold to MCI in 2000.  The 
agreement calls for $44.0 million 
to be paid out over the 13-year 
term of the rights deal.  When Verizon bought MCI in 2006, the arena’s name changed 
from MCI Center to the Verizon Center.     
 
Public participation in the arena funding accounted for approximately 22 percent of the 
total development costs.  The District of Columbia issued $56.0 million in revenue bonds 
to finance the acquisition of land and site improvements.  The bonds are backed by a first 
lien on all proceeds of the District’s five percent tax on gross receipts on all for-profit 
organizations located in the District.  The remaining 78 percent of total costs came from 
the following private sources:  Washington Sports financed the facility with a $140.0 
million bank loan, an $80.0 million subordinated loan from Verizon (formerly MCI), 
$12.0 million from founders suites sales, and an undisclosed sum for naming and 
concessionaire fees.  The total financing sources exceed the uses due to the refinancing of 
existing debt.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

District Land and Site 
Improvements           
$56.0 million

Washington Sports Debt   
$200.0 million

Exhibit 4.47
Verizon Center Funding

Public Participation:       $56 million       22% 
Private Participation:    $200 million       78% 
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The Verizon Center hosted approximately 175 events in the 2008 calendar year.  Tenant 
events, comprised of Wizards, Mystics, Capitals and Georgetown basketball games, 
accounted for approximately 76 percent of total events held at the arena.  The remaining 
events included approximately 29 concerts, four family shows, ten other sporting events 
and five miscellaneous events.   
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The Verizon Center includes premium seating in the form of 108 private suites, 2,128 
club seats and 914 courtside and floor seats.  Exhibit 4.49 displays the premium seating 
inventory and pricing detail at Verizon Center. 
 

Private Suites Club Seats Total
Potential

Potential Potential Potential Premium
Year Number Annual Annual Number Annual Annual Number Annual Annual Seating
Built of Suites Fee Revenue  of Seats Fee Revenue  of Seats Fee Revenue Revenue

1997 108 $288,000 $31,118,000 2,128 $8,120 $17,275,000 914 $15,430 $14,099,000 $62,492,000

Exhibit 4.49
Verizon Center Premium Seating Detail (2008)

Courtside / Floor Seats

 
 
As shown, the average annual price of suites and club seats at Verizon Center is 
approximately $288,000 and $8,120, respectively.  The total annual premium seating 
revenue potential of the facility is approximately $62.5 million.  Verizon Center suites 
include tickets to all arena events excluding four premium events per year.  Club seat 
prices include tickets to preseason and regular season Wizards games and the right to 
purchase other event tickets.  Courtside and floor seats include tickets to Wizards games 
only.   

Exhibit 4.48
Verizon Center Event List

2008

Event Total
Wizards 48
Capitals 46
Georgetown Basketball 15
Mystics 18
Concerts 29
Family Shows 4
Other Sports 10
Other Events 5
Total 175
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4.2.5  Wachovia Center 
 
Wachovia Center is located 
in Philadelphia, Pennsylvania 
and is home to the NBA’s 
Philadelphia 76ers, the 
NHL’s Philadelphia Flyers 
and the NLL’s Philadelphia 
Wings.  The AFL’s 
Philadelphia Soul also played 
home games at the facility 
prior to the league ceasing 
operations in 2009.  The 
20,500-seat arena was built in 
1996 and is owned and 
operated by Comcast-
Spectacor.  Naming rights for the arena were sold to CoreStates Financial Corporation, 
which was acquired by Wachovia Corp. in 1996.  Terms of the agreement call for total 
payment of $40.0 million over the contract’s 29-year term, or approximately $1.4 million 
annually.  Prior to Comcast-Spectacor acquiring the 76ers, the arena was developed and 
financed by the Flyers while the 76ers were a tenant. 
 
Development costs for the Wachovia Center totaled $227.1 million.  The majority of the 
funding, approximately 89 percent, came through private participation.  Several private 
sources were used, including a $147.5 million private debt placement, suite holder 
deposits, vendor rights fees, investment income and private equity.  The remaining 
funding came from the public sector in the forms of a $12.0 million State grant and $13.5 
million in City/State debt. 

Public Participation:        $25.5 million       11% 
Private Participation:     $201.6 million       89% 

Arena Operating Profits 
$147.5 million

Suite Holder Deposits 
$1.9 millionState Grants      

$12.0 million

Soft Drink Vendor 
Rights Fee         

$3.0 million

Concessionaire Rights 
& Equipment         
$19.5 million

Investment Income    
$5.3 million

State/City Debt       
$13.5 million

Private Equity        
$24.4 million

Exhibit 4.50
Wachovia Center Funding
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Wachovia Center hosted 178 events in 2008.  Tenant and part-time tenant events 
accounted for 121 events, or approximately 68 percent of total arena events.  The facility 
also held 24 concerts, 20 family shows, ten other sporting events and three miscellaneous 
events.   
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Premium seating at Wachovia Center includes 126 private suites, 1,800 club seats and 
1,040 courtside and floor seats.  Exhibit 4.52 presents the premium seating inventory and 
average pricing at the arena. 

Private Suites Club Seats Total
Potential

Potential Potential Potential Premium
Year Number Number Annual Annual Number Annual Annual Number Annual Annual Seating
Built of Suites  of Seats Fee Revenue  of Seats Fee Revenue  of Seats Fee Revenue Revenue

1996 126 $154,000 $19,420,000 1,800 $15,000 $27,000,000 1,040 $10,240 $10,651,000 $57,071,000

Exhibit 4.52
Wachovia Center Premium Seating Detail (2008)

Courtside / Floor Seats

 
 
As illustrated in the exhibit, the average annual price for suites and club seats at 
Wachovia Center is $154,000 and $15,000, respectively.  The resulting total premium 
seating revenue potential, including courtside and floor seats, is approximately $57.1 
million per year.  Suite leases include tickets to all 76ers and Flyers games including 
playoff games, however, tickets to other arena events are not included.  Club seat leases 
include only preseason and regular season tickets for 76ers and Flyers games.  Courtside 
and floor seats include tickets to 76ers games only.     

Event Total
76ers 45
Flyers 53
Wings 9
Soul* 10
Villanova* 4
Concerts 24
Family Shows 20
Other Sports 10
Other Events 3
Total 178

*Part-time tenants

2008

Exhibit 4.51
Wachovia Center Annual Event List
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4.2.6  TD Banknorth Garden 
 
TD Banknorth Garden is located 
in Boston, Massachusetts and is 
home to the NBA’s Boston 
Celtics and the NHL’s Boston 
Bruins.  The 19,600-seat arena 
was completed in the fall of 1995 
at a total cost of approximately 
$160.0 million.  The arena is 
equipped with three private 
restaurants, 104 executive suites 
and 1,068 club seats.  The facility 
is owned by Delaware North 
Companies, Inc. and operated by New Boston Garden Corporation, a subsidiary of 
Delaware North Companies.  Naming rights for the arena were sold to Fleet Bank in 
1995.  The 15-year agreement expires in 2010 and includes payments of approximately 
$30.0 million over the life of the contract.  In 2005, TD Banknorth purchased the 
remaining six years on the naming rights agreement and renamed the Fleet Center TD 
Banknorth Garden.  Similar to the Wachovia Center, TD Banknorth Garden was 
developed by the hockey team while the NBA team served as a tenant. 
 
TD Banknorth Garden was funded entirely through private participation.  A mortgage of 
$120.0 million was funded by a consortium of banks including Bank of Boston and Fleet 
Bank.  The New Boston Garden Corp. (a Bruins affiliate) contributed $17.0 million, and 
also agreed to contribute an additional $15.0 million from damage proceeds in a related 
eminent domain case by the City of Boston.  The remaining $8.0 million was funded 
from deposits on private suites and club seats. 

Arena Operating 
Profits            

$120.0 million

New Boston Garden 
Corp. Private Equity 

$32.0 million

Suite Holders 
Deposits          

$8.0 million

Exhibit 4.53
TD Banknorth Garden Funding

Public Participation:       $0                           0% 
Private Participation:      $160 million       100% 
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TD Banknorth Garden hosted approximately 176 events in 2008, including 45 Celtics and 
45 Bruins games.  The remaining events comprised 30 concerts, 36 family shows, 15 
other sporting events and five miscellaneous events, including religious events, 
graduations and conferences.   
 
 
 
 
 
 
 
 
 
 
 
 
The following exhibit displays the premium seating inventory and pricing detail at the 
TD Banknorth Garden.  As shown, the average annual suite price is approximately 
$176,000 with an additional season ticket price of $124,000, assuming season tickets are 
purchased for both the Celtics and the Bruins.  Suite holders do not receive tickets to any 
other events at TD Banknorth Garden.  Club seats are priced at approximately $7,500 per 
year with an additional average season ticket price of $9,200, assuming season tickets are 
purchased for both the Bruins and the Celtics.  The resulting potential premium seating 
revenues, including courtside and floor seats, generated at the facility total approximately 
$52.7 million.   
 

Private Suites Club Seats Total
Potential

Potential Potential Premium
Year Number Annual Ticket Total Annual Number Annual Average Total Annual Number Annual Total Seating
Built of Suites Fee Revenue (1) Revenue Revenue of Seats Fee Tickets (1) Revenue Revenue of Seats Fee Revenue Revenue

1995 104 $176,000 $124,000 $300,000 $31,193,000 1,068 $7,500 $9,200 $16,700 $17,878,000 96 $38,250 $3,672,000 $52,743,000

(1) Assumes season tickets are purchased for both the Celtics and Bruins

Courtside Seats

Exhibit 4.55
TD Banknorth Garden Premium Seating Detail (2008)

Exhibit 4.54
TD Banknorth Garden Event List

2008

Event Total
Celtics 45
Bruins 45
Concerts 30
Family Shows 36
Other Sports 15
Other Events 5
Total 176
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4.2.8  United Center 
 
The United Center is located in 
Chicago, Illinois and is the home 
of the NBA’s Chicago Bulls and 
NHL’s Chicago Blackhawks.  
The 21,700-seat arena was 
opened in 1994 and includes 190 
luxury suites and 3,000 club 
seats.  The facility is owned and 
operated by United Center Joint 
Ventures, a joint venture between 
the owners of the Bulls and 
Blackhawks.  Facility naming 
rights were sold to United 
Airlines prior to the building’s 
opening.  The 20-year agreement will expire in 2014 and totals $25.0 million.  Similar to 
the arena development in Dallas, the arena was developed by a joint venture between the 
NBA and NHL teams although both teams have different ownership. 
 
Construction on the $187.5 million facility was completed in the fall of 1994.  The 
majority of the total development costs were funded privately, however, approximately 
seven percent came from public sources.  Public monies included approximately $9.0 
million from the State of Illinois and $3.5 million from the City of Chicago primarily 
related to surrounding infrastructure improvements.  Fuji Bank was the lead for an 
international consortium of banks on $149.0 million in private debt.  The remaining $26.0 
million in private funding represents an investment of equity by the Bulls and 
Blackhawks, approximately $23.0 million of which represents a contribution of land.  
The private bank debt has since been retired due to the significant cash flows that have 
been generated from the facility. 

Bulls & Blackhawks 
Arena Revenues       
$149.0 million

Bulls & Blackhawks Land 
$149.0 million

State of Illinois 
Infrastructure   
$9.0 million

City of Chicago 
Infrastructure   
$3.5 million

Bulls & Blackhawks 
Equity            

$3.0 million

Exhibit 4.56
United Center Funding

Public Participation:         $12.5 million           7% 
Private Participation:      $175.0 million         93% 
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Exhibit 4.57 presents an annual event list for the 2008-2009 season at the United Center.  
As shown, Bulls and Blackhawks games accounted for 104 events, or approximately 52 
percent of total arena events during the year.  The remaining schedule was comprised of 
18 concerts, 70 family shows, two other sporting events and five other miscellaneous 
events.   
 
 
 
 
 
 
 
 
 
 
 
 
 
The following exhibit displays the premium seating inventory and pricing detail at United 
Center.  As shown, the average annual prices for suites and club seats at United Center 
are $275,000 and $4,344, respectively.  The average annual fee for courtside and floor 
seats is approximately $19,250.  The total premium seating revenue potential is 
approximately $87.2 million annually.  Suite prices include tickets to all arena events.  
Club seat holders pay an annual fee of $1,000 plus tickets to preseason and regular season 
tenant events.  Courtside and floor seats include tickets to Bulls games only.   
 

Private Suites Club Seats Total
Potential

Potential Potential Potential Premium
Year Number Annual Annual Number of Annual Ticket Annual Number Annual Annual Seating
Built of Suites Fee Revenue Club Seats Fee Price Revenue  of Seats Fee Revenue Revenue

1994 190 $275,000 $52,250,000 6,000 $4,344 $26,061,000 462 $19,250 $8,892,000 $87,203,000

Exhibit 4.58
United Center Premium Seating Detail (2008)

Courtside / Floor Seats

Exhibit 4.57
United Center Event List

2008-2009

Event Total
Bulls 49
Blackhawks 55
Concerts 18
Family Shows 70
Other Sports 2
Other Events 5
Total 199
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4.3 NBA-Only and NBA/NHL Facility Naming Rights 
 
The purpose of this section is to outline recent trends as it relates to naming rights for 
both NBA-only and dual-tenant facilities.  In recent years, naming rights have become a 
significant source of revenue for professional sports facilities.  The revenue generated 
annually from naming rights can be utilized to offset a number of different expenditures 
associated with a facility.  Exhibit 4.59 below summarizes the terms of the most recent 
naming rights agreements. 

  
As shown in the exhibit above, naming rights agreements for a facility which hosts both 
an NBA tenant and NHL tenant tend to receive a larger total naming rights contract than 
those facilities which host only an NBA tenant.  Dual-tenant facilities typically are able 
to secure a larger naming rights deal relative to their single-tenant counterparts because 
they have a greater number of guaranteed events throughout the course of the year.  Other 
factors that dictate the magnitude of the total contract amount for a naming rights 
agreement include, but are not limited to, the demographics of the local marketplace, the 
size and age of the facility, the competitive landscape of the local marketplace in terms of 
sports and entertainment options, annual attendance and the success of the professional 
franchise(s) occupying the facility.   
 

Total Annualized Total Annualized
Contract Contract Contract Contract Contract Contract

Facility Team Sponsor             Year Amount Length Amount (2010 Dollars*) (2010 Dollars*)

NBA/NHL Facilities

American Airlines Center Dallas Mavericks/Stars AMR Corporation (American Airlines) 2001 $195,000,000 30 $6,500,000 $254,430,000 $8,480,000
Philips Arena Atlanta Hawks/Thrashers Royal Philips Electronics 1999 185,000,000 20 9,250,000 256,080,000 12,800,000
TD Banknorth Garden (1) Boston Celtics/Bruins TD Banknorth 1995 119,100,000 20 5,955,000 185,550,000 9,280,000
Staples Center LA Lakers/Clippers/Kings Staples Incorporated 1999 116,000,000 20 5,800,000 160,570,000 8,030,000
Pepsi Center Denver Nuggets/Avalanche PepsiCo 1999 68,000,000 20 3,400,000 94,130,000 4,710,000
Verizon Center (2) Washington Wizards/Capitals Verizon 1997 44,000,000 20 2,200,000 64,620,000 3,230,000
Wachovia Center Philadelphia 76ers/Flyers Wachovia Corporation 1996 40,000,000 29 1,379,310 60,500,000 2,090,000
United Center Chicago Bulls/Blackhawks UAL Corporation (United Airlines) 1994 36,000,000 20 1,800,000 57,770,000 2,890,000
Air Canada Centre (3) Toronto Raptors/Maple Leafs Air Canada Corporation 1999 30,400,000 20 1,520,000 42,080,000 2,100,000

Average NBA/NHL Facilities - Active Agreements 1998 $92,611,000 22 $4,200,000 $130,637,000 $5,957,000

NBA-Only Facilities

Toyota Center Houston Rockets Toyota Motor Sales USA Inc. 2003 95,000,000 20 4,750,000 116,840,000 5,840,000
FedExForum Memphis Grizzlies FedEx Corporation 2004 90,000,000 22 4,090,909 107,460,000 4,880,000
American Airlines Arena Miami Heat AMR Corporation (American Airlines) 1999 42,000,000 20 2,100,000 58,140,000 2,910,000
AT&T Center San Antonio Spurs AT&T Inc. 2002 41,000,000 20 2,050,000 51,940,000 2,600,000
Conseco Fieldhouse Indiana Pacers Conseco Incorporated 1999 40,000,000 20 2,000,000 55,370,000 2,770,000
Oracle Arena Golden State Warriors Oracle Corp. 2006 30,000,000 10 3,000,000 33,770,000 3,380,000
EnergySolutions Arena (4) Utah Jazz Energy Solutions 1991 25,000,000 20 1,250,000 43,840,000 2,190,000
Target Center Minnesota Timberwolves Target Corporation 1990 25,000,000 20 1,250,000 45,150,000 2,260,000
U.S. Airways Arena (5) Phoenix Suns U.S. Airways 2006 20,000,000 10 2,000,000 22,510,000 2,250,000
Ford Center(6) Oklahoma City Thunder Area Ford Dealers 2002 8,100,000 15 540,000 10,260,000 680,000
Quicken Loans Arena Cleveland Cavaliers Quicken Loans 1994 14,000,000 20 700,000 22,470,000 1,120,000
Arco Arena Sacramento Kings BP West Coast Products LLC 1988 7,500,000 10 750,000 14,370,000 1,440,000
Izod Center New Jersey Nets Phillips-Van Heusen Corp. 1992 7,000,000 20 350,000 11,920,000 600,000
Amway Arena (7) Orlando Magic Amway Corp. 2006 1,500,000 4 375,000 1,690,000 420,000

Average NBA-Only - Active Agreements 1999 $31,864,000 17 $1,800,000 $42,552,000 $2,381,000

*Inflated at 3 percent annually.
(1) Formerly the Fleet Center.  Fleet Bank sold the naming rights to the arena in 2005 to TD Banknorth.
(2) Previously named the MCI Center.  Facility name changed in 2006 after Verizon acquired MCI.
(3) Canadian naming rights values converted to U.S. dollars using exchange rate at the time of report.
(4) Formerly Delta Center.
(5) Formerly America West Arena.  Naming rights deal renegotiated after Us Airways and America West Airlines merged. Original 1989 deal was for $26.0 million over 30 years.
(6) Naming rights to the Ford Center were sold prior to the Seattle Supersonics relocation to Oklahoma City.
(7) Formerly TD Waterhouse Centre.
Note:  Due to significant variations in agreement terms and included amenities, caution is suggested when comparing naming  rights agreements.  No attempt has been made to disclose additional contracts that may exist betwe
         the facility and the entity that purchased the naming rights.
Note:  Ranked in descending order by total contract amount.
Source: CSL Research, 2009.

NBA/NHL and NBA-Only Facilities
Naming Rights Agreements

Exhibit 4.59
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As shown in Exhibit 4.59 on the previous page, the total contract amount for naming 
rights agreements at NBA/NHL facilities range from $30.4 million (Air Canada Centre) 
to $195.0 million (American Airlines Center), with an average total contract amount of 
approximately $92.6 million.  Furthermore, the terms of the naming rights agreements 
secured by NBA/NHL facilities range from 20 to 30 years, with an average of 22 years.  
Annual payments range from a low of  $1.38 million at Wachovia Center to a high of 
$9.25 million at Philips Arena. 
 
When examining the naming rights agreements secured by NBA-only facilities, the total 
amount of the naming rights contracts range from $1.5 million (Amway Arena) to $95.0 
million (Toyota Center).  The average total naming rights amount secured by an NBA-
only facility was approximately $31.9 million.  Furthermore, the terms of the naming 
rights agreements secured by NBA-only facilities range from four to 22 years, with an 
average of 17 years.  Annual naming rights contract payments range from $375,000 
(Amway Arena) to $4.75 million (Toyota Center).   
 
The naming rights deal secured for the Barclays Center is considerably larger than any 
other facility hosting an NBA team.  At $200.0 million, the naming rights agreement 
secured at Barclays Center is greater than the largest naming rights deal secured by an 
NBA-only facility and comparable to the largest naming rights agreements secured by 
other NBA/NHL facilities.  At a term of 20 years, the Barclays Center naming rights 
agreement will provide annual revenue to the facility of $10.0 million.  Although the 
naming rights agreement secured at Barclays Center is larger than the amount of the next 
largest naming rights deal secured by an NBA-only facility, when the amount is analyzed 
on a per capita value basis, it is below the average of the NBA-only facility naming rights 
deals.   
 
Exhibit 4.60, on the following page, illustrates the per capita naming rights values of 
NBA/NHL and NBA-only facilities.  The per capita naming rights value secured at 
Barclays Center is $0.53,  which would rank eleventh among NBA-only facilities and is 
approximately half of that average for NBA-only facilities.  Barclays Center’s per capita 
naming rights value is seven-times less than the highest per capita naming rights value of 
$3.78 secured by the Memphis Grizzlies at FedEx Forum.   
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Total Annualized Per Capita
Contract Contract Contract CBSA Naming

Facility Team Amount Length (2010 Dollars*) Population Rights Value

NBA/NHL Facilities
Philips Arena Atlanta Hawks/Thrashers $185,000,000 20 $12,800,000 5,494,339 $2.33
TD Banknorth Garden Boston Celtics/Bruins 119,100,000 20 9,280,000 4,495,827 2.06
Pepsi Center Denver Nuggets/Avalanche 68,000,000 20 4,710,000 2,528,842 1.86
American Airlines Center Dallas Mavericks/Stars 195,000,000 30 8,480,000 6,348,826 1.34
Staples Center LA Lakers/Clippers/Kings 116,000,000 20 8,030,000 13,223,432 0.61
Verizon Center Washington Wizards/Capitals 44,000,000 20 3,230,000 5,389,073 0.60
Wachovia Center Philadelphia 76ers/Flyers 40,000,000 29 2,090,000 5,852,669 0.36
United Center Chicago Bulls/Blackhawks 36,000,000 20 2,890,000 9,602,177 0.30

Average NBA/NHL Facilities - Active Agreements $100,388,000 22 $6,439,000 6,616,898 $1.18

NBA-Only Facilities

FedExForum Memphis Grizzlies $90,000,000 22 $4,880,000 1,295,548 $3.77
EnergySolutions Arena Utah Jazz 25,000,000 20 2,190,000 1,128,474 1.94
Conseco Fieldhouse Indiana Pacers 40,000,000 20 2,770,000 1,729,120 1.60
AT&T Center San Antonio Spurs 41,000,000 20 2,600,000 2,049,383 1.27
Toyota Center Houston Rockets 95,000,000 20 5,840,000 5,819,069 1.00
Oracle Arena Golden State Warriors 30,000,000 10 3,380,000 4,302,272 0.79
Target Center Minnesota Timberwolves 25,000,000 20 2,260,000 3,258,197 0.69
Arco Arena Sacramento Kings 7,500,000 10 1,440,000 2,143,806 0.67
Ford Center Oklahoma City Thunder 8,100,000 15 680,000 1,215,441 0.56
Quicken Loans Arena Cleveland Cavaliers 14,000,000 20 1,120,000 2,082,449 0.54
U.S. Airways Arena Phoenix Suns 20,000,000 10 2,250,000 4,351,309 0.52
American Airlines Arena Miami Heat 42,000,000 20 2,910,000 5,526,833 0.53
Amway Arena Orlando Magic 1,500,000 4 420,000 2,130,402 0.20
Izod Center New Jersey Nets 7,000,000 20 600,000 18,870,038 0.03

Average NBA-Only - Active Agreements $31,864,286 17 $2,381,429 3,993,024 $1.01

*Inflated at 3 percent annually.
Note:  Due to significant variations in agreement terms and included amenities, caution is suggested when comparing naming  rights agreements.  No attempt has been made t
         disclose additional contracts that may exist between the facility and the entity that purchased the naming rights.
Note:  Ranked in descending order by per capita naming rights value.
Source: CSL Research, 2009.

NBA/NHL and NBA-Only Facilities
Per Capita Naming Rights Values

Exhibit 4.60

 
 
Pre-selling of naming rights and sponsorships has gotten off to a robust start, adding 
further credence to financial and operating estimates and projections.  To date, the 
Barclays Center has executed a record naming rights deal with Barclays PLC, as well as 
contracts representing an additional $10.5 million in annual sponsorship revenues 
including $1.8 million in the first quarter of 2009.  These transactions suggest strong 
support in the marketplace for the Barclays Center’s ultimate success.  The amount of 
contracted sponsorship revenue is unique among comparable facilities – in fact, the 
Barclays Center’s revenues are akin to a two-team facility – and gives the arena a strong 
position while selling remaining sponsorship opportunities.  Some of the underlying 
factors that contributed to the magnitude of the naming rights agreement secured at 
Barclays Center include the size of the of the New York media market, the number of 
impressions sports facilities in New York generate annually and the extent to which the 
surrounding area is a retail and residential destination which serves millions of people 
annually. 
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4.4  Summary 
 
Since 1994, ten NBA-only facilities have been built or are currently under construction, 
while nine dual-tenant facilities have been constructed.  Information such as facility 
funding, annual event levels and premium seating data were collected for these facilities 
to gain an understanding of recent trends in the marketplace.  Exhibit 4.61 summarizes 
construction costs and the public and private funding levels of these comparable arenas. 
 

2010
Year Initial Construction Public Private

Franchise Facility Opened Cost Dollars (1) Funding Funding Public % Private %

NBA-Only Facilities

Orlando Magic Orlando Events Center 2010 $480.0 $480.0 $418.0 $62.0 87% 13%
Charlotte Bobcats Time Warner Cable Arena 2005 265.0 366.2 231.8 33.2 87% 13%
Memphis Grizzlies FedEx Forum 2004 250.0 378.3 216.7 33.3 87% 13%
Houston Rockets Toyota Center 2003 253.0 403.9 145.0 108.0 57% 43%
Oklahoma City Thunder Ford Center 2002 210.6 (2) 337.2 210.6 0.0 100% 0%
San Antonio Spurs AT&T Center 2002 176.8 283.1 121.6 55.2 69% 31%
Indiana Pacers Conseco Fieldhouse 1999 212.0 368.7 145.0 67.0 68% 32%
Miami Heat American Airlines Arena 1999 283.4 492.9 143.9 139.5 51% 49%
Portland Trail Blazers Rose Garden 1995 260.1 524.0 32.8 227.3 13% 87%
Cleveland Cavaliers Quicken Loans Arena 1994 160.0 334.6 153.0 7.0 96% 4%

NBA-Only Average NBA-Only Average $255.1 $396.9 $181.8 $73.3 71% 29%

NBA/NHL Facilities

Dallas Mavericks American Airlines Center 2001 $412.0 $659.7 $125.0 $287.0 30% 70%
Atlanta Hawks Philips Arena 1999 240.6 400.8 72.6 168.0 30% 70%
Denver Nuggets Pepsi Center 1999 164.5 274.0 4.5 160.0 3% 97%
Los Angeles Lakers/Clippers Staples Center 1999 376.0 626.3 70.5 305.5 19% 81%
Toronto Raptors Air Canada Centre 1999 265.0 441.4 0.0 265.0 0% 100%
Washington Wizards Verizon Center 1997 256.0 483.4 56.0 200.0 22% 78%
Philadelphia 76ers Wachovia Center 1996 227.1 446.0 25.5 201.6 11% 89%
Boston Celtics TD Banknorth Garden 1995 160.0 322.4 0.0 160.0 0% 100%
Chicago Bulls United Center 1994 187.5 392.1 12.5 175.0 7% 93%

NBA/NHL Average NBA/NHL Average $254.3 $449.6 $40.7 $213.6 14% 86%

(1) 2010 construction cost estimates are based on national Turner Construction Cost Indices.   Annual historical indices were used from completion date until year-end 2008.
Indices utilized for the years 2009 and 2010 are based on current construction cost projections. 

(2) Total cost includes $89.0 million initial construction cost and $121.6 million in renovations prior to the 2008-2009 NBA season.

Exhibit 4.61
Comparable Facility Funding

 
 
The average development cost of the NBA-only facilities built since 1994, in 2010 
dollars, has been approximately $396.9 million (Note: There is no standard method of 
reporting the total cost of an arena, thus comparisons of such costs can be difficult).  For 
the purposes of comparison, arena costs include the cost of land, hard construction costs 
and soft construction costs which include architectural, engineering and legal fees, etc.  
As presented herein, arena costs do not include related infrastructure costs that may have 
been necessary for facility development or financing costs such as capitalized interest. 
 
On average, comparable NBA-only arenas were funded 71 percent through public 
sources and 29 percent through private sources.  The average development cost of the 
dual-tenant facilities, in 2010 dollars, has been approximately $449.6 million.  The 
average NBA/NHL arena was funded 14 percent through public funds and 86 percent 
through private funds.  The lower private percentage for single tenant arenas is influenced 
by both Charlotte and Memphis which were largely publicly funded in order to attract 
franchises to their respective markets.  However, the Orlando Events Center was also 
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funded primarily through public funds and the Magic will continue to play in the same 
market they have since 1989. 
 
Arena revenue generated from other events is impacted by a number of variables 
including the level of event activity.  Exhibit 4.62 summarizes the annual event totals of 
the comparable facilities. 

Exhibit 4.62
Comparable Facility Events(1)

Other Family Other Other
Facility Market NBA Tenant Concerts Shows Sports Events Total
NBA-Only Facilities

Rose Garden Portland 45 43 42 45 8 0 183
Toyota Center Houston 48 40 50 22 3 18 181
Quicken Loans Arena Cleveland 45 53 25 50 5 0 178
Ford Center Oklahoma City 45 44 23 8 33 6 159
AT&T Center San Antonio 53 74 15 5 0 0 147
Time Warner Cable Arena Charlotte 45 33 11 15 27 12 143
Orlando Events Center Orlando 45 35 20 23 5 25 153
Conseco Fieldhouse Indiana 45 23 13 5 15 3 104
FedEx Forum Memphis 45 22 15 5 6 8 101
American Airlines Arena Miami 45 0 21 18 9 7 100

NBA-Only Average 46 37 24 20 11 8 145

NBA/NHL Facilities
Staples Center Los Angeles 101 71 28 26 13 7 246
United Center Chicago 49 55 18 70 2 5 199
Air Canada Centre Toronto 47 55 53 26 3 0 184
American Airlines Center Dallas 48 55 16 54 0 7 180
Wachovia Center Philadelphia 45 76 24 20 10 3 178
TD Banknorth Garden Boston 45 45 30 36 15 5 176
Verizon Center Washington 48 79 29 4 10 5 175
Philips Arena Atlanta 45 62 31 7 9 3 157
Pepsi Center Denver 47 61 13 3 6 4 134

NBA/NHL Average 53 62 27 27 8 4 181

(1) Represents the most recently available annual event schedule.   
 
As shown, the NBA-only facilities average 145 events per year while the dual-tenant 
arenas average 181 events.  In addition to an average of 46 NBA tenant events per year, 
all but one comparable arena, American Airlines Arena, hosts at least one other tenant 
franchise.  These other tenants include franchises from the NHL, WNBA, minor league 
hockey, professional lacrosse, arena football and NCAA basketball.  The dual-tenant 
arenas have generally hosted more concerts and family shows than several of the single-
tenant arenas.  The likely explanation is the relative difference in market sizes between 
the single and dual-tenant arenas.  Larger markets with NBA-only facilities such as 
Houston and Cleveland tend to host more concerts than markets such as San Antonio and 
Memphis.  
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Exhibit 4.63 summarizes the premium seating options, pricing levels and potential 
revenue from premium seating at the comparable NBA arenas. 
 

As shown, the average number of suites in NBA-only arenas is 65, while the average 
dual-tenant building’s inventory of suites is significantly higher, at 129.  It is important to 
note that both average population and corporate base of the U.S.-based, dual-tenant 
markets is significantly larger than single-tenant markets.  As such, there is a larger 
universe of potential buyers.   
 
Club seat inventory for dual-tenant facilities is slightly higher than for single-tenant 
arenas, with 2,207 club seats in single-tenant facilities and 2,579 in dual-tenant facilities.  
The average annual suite and club seat prices at single-tenant facilities are $192,000 and 
$6,500, respectively.  Pricing levels at the dual tenant facilities are significantly higher, at 
$252,000 for suites and $10,200 for club seats.  It should be noted, however, in most 
cases, suite leases include tickets to all events held at the arena, equating to double the 
number of major tenant events in the dual tenant facilities compared to the NBA-only 
arenas.   
 
When excluding single-tenant facilities that do not offer courtside or floor seats, the 
average number of floor seats in single-tenant and dual-tenant facilities is 462 and 507 
seats respectively.  The average annual fee for floor and courtside seats at single-tenant 
facilities is $17,900.  The average annual fee for floor and courtside seats at dual-tenant 
facilities is slightly higher at $23,500. 
 
The average total premium seating revenue potential for NBA-only facilities is 
approximately $35.2 million annually while the average for dual tenant facilities is 
approximately $71.4 million per year.  

Exhibit 4.63
Comparable Facility Premium Seating (2008)

Private Suites Club Seats

Suite Club Seat Floor Seat Total
Year Number of Average Revenue Number of Average Revenue Number of Average Revenue Revenue

Facility Built Suites Annual Fee Potential Club Seats Annual Fee Potential Seats Annual Fee Potential Potential

NBA-Only Facilities

Toyota Center 2003 105 $225,000 $23,625,000 2,900 $8,000 $23,200,000 567 $19,900 $11,283,000 $58,108,000
Orlando Events Center 2010 60 250,000 23,846,000 (1) 1,466 7,800 11,436,000 406 29,000 11,801,000 47,083,000
Quicken Loan Arena 1994 95 230,000 21,823,000 1,847 4,550 8,404,000 1,054 14,930 15,737,000 45,964,000
AT&T Center 2002 58 239,000 13,875,000 1,767 10,350 18,288,000 287 30,080 8,633,000 40,796,000
Time Warner Cable Arena 2005 62 175,000 13,810,000 (2) 2,567 6,440 16,534,000 143 25,920 3,706,000 34,050,000
Conseco Fieldhouse 1999 69 159,000 10,955,000 2,648 4,080 10,815,000 1,220 9,730 11,875,000 33,645,000
FedEx Forum 2004 59 167,000 11,854,000 (3) 2,592 5,000 12,959,000 241 18,780 4,526,000 29,339,000
American Airlines Arena 1999 29 249,000 10,320,000 (4) 1,105 10,030 11,079,000 104 15,000 1,560,000 22,959,000
Rose Garden 1995 67 106,000 7,078,000 1,794 5,030 9,027,000 450 8,500 3,825,000 19,930,000
Ford Center 2002 49 122,000 5,978,000 3,380 3,300 11,154,000 148 7,000 1,036,000 18,168,000

NBA-Only Average 65 $192,000 $12,538,000 2,207 $6,500 $14,343,000 462 $17,900 $8,270,000 $35,151,000

NBA/NHL Facilities

Staples Center 1999 160 $292,000 $46,640,000 2,589 $17,920 $46,382,000 601 $46,480 $27,934,000 $120,956,000
Air Canada Centre 1999 154 284,000 43,754,000 3,900 12,680 49,470,000 408 26,550 10,833,000 104,057,000
United Center 1994 190 275,000 52,250,000 6,000 4,344 26,061,000 462 19,250 8,892,000 87,203,000
American Airlines Center 2001 138 270,000 37,286,000 1,839 12,360 22,735,000 543 24,970 13,557,000 73,578,000
Verizon Center 1997 108 288,000 31,118,000 2,128 8,120 17,275,000 914 15,430 14,099,000 62,492,000
Wachovia Center 1996 126 154,000 19,420,000 1,800 15,000 27,000,000 1,040 10,240 10,651,000 57,071,000
TD Banknorth Garden 1995 104 300,000 31,193,000 1,068 7,500 17,878,000 96 38,250 3,672,000 52,743,000
Philips Arena 1999 92 213,000 19,630,000 1,970 10,530 20,735,000 302 15,570 4,702,000 45,067,000
Pepsi Center 1999 93 192,000 17,825,000 1,914 3,400 6,507,000 194 14,780 2,867,000 27,199,000

NBA/NHL Average 129 $252,000 $33,235,000 2,579 $10,200 $26,302,400 507 $23,500 $11,907,000 $71,444,400

(1) Potential suite revenue calculation includes $5,616,000 in revenues from 68 loge boxes and $3,210,000 from 2 super suites. 
(2) Potential suite revenue calculation includes $2,960,000 in revenues from 58 loge boxes. 
(3) Potential suite revenue calculation includes $1,980,000 in revenues from 80 loge boxes. 
(4) Potential suite revenue calculation includes $3,100,000 in revenues from 52 loge boxes. 

Courtside/Floor Seats
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Exhibit 4.64 presents a summary of tickets included with suite packages at comparable 
facilities.  

As shown, a majority of the comparable facilities include tickets to all arena events with 
their suite sales.  Conversely, the typical club seat lease agreement includes only tenant 
preseason and regular season game tickets with the first option to purchase tickets for all 
other events held at the facility.     
 

Exhibit 4.64
Premium Seating Ticket Summary (2008)

Suites

Tenant Other All
Franchise Events Events Events

NBA-Only Facilities
Orlando Events Center x x x
Times Warner Cable Arena x x x
Toyota Center x x x
AT&T Center x x x
Ford Center x
FedEx Forum x x x
Conseco Fieldhouse x x x
Rose Garden x x x
Quicken Loans Arena x x x
American Airlines Arena x x x

NBA-NHL Facilities
Staples Center x x x
American Airlines Center x x x
United Center x x x
TD Banknorth Garden
Air Canada Centre x x x
Wachovia Center x
Verizon Center x x x
Philips Arena x x x
Pepsi Center x x x
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The New York metropolitan area has a relatively significant number of professional 
sports venues.  The marketplace is home to nine sports franchises from the four major 
professional leagues including two National Basketball Association (NBA) franchises, 
three National Hockey League (NHL) franchises, two Major League Baseball (MLB) 
franchises and two National Football League (NFL) franchises.  These nine franchises 
play their home schedules in seven venues located throughout the New York area.  The 
following exhibit lists each venue, its location in the New York area and major tenants. 
 

Year Opened/
Facility Opening Location Tenant(s) League(s)

IZOD Center 1981 East Rutherford New Jersey Nets NBA
Madison Square Garden 1968 New York City New York Knicks/Rangers NBA/NHL
Prudential Center 2007 Newark New Jersey Devils NHL
Nassau Coliseum 1972 Uniondale New York Islanders NHL
Citi Field 2009 Flushing New York Mets MLB
New Yankee Stadium 2009 Bronx New York Yankees MLB
New Meadowlands Stadium 2010 East Rutherford New York Giants/Jets NFL

Exhibit 5.1
Competitive New York Area Sports Venues (2008)

 
 
As shown, the New York Mets, Yankees, Giants, and Jets are opening new facilities in 
2009 and 2010.  The New York Knicks, Rangers, and Islanders are evaluating or 
planning the development of a new venue or a major renovation. 
 
Following is a summary of the premium seating alternatives, pricing and amenities 
available at each of the competitive facilities.  Additionally, historical event levels were 
reviewed for each competitive arena in the marketplace.  It should be noted that the event 
level review includes estimates of flat fee non-tenant events for each facility.  However, 
facility management at Madison Square Garden and Nassau Coliseum were unable to 
provide CSL with the exact number of flat-fee rental events that took place during the 
year for which event levels are provided.  In these instances, the number of flat fee events 
held at these facilities was assumed to be zero, effectively understating the total event 
levels at these facilities. 
 
 
5.1  IZOD Center – New Jersey Nets 

 
IZOD Center is located in East Rutherford, New 
Jersey and is currently the home to the Nets.  The 
19,900-seat facility was built in 1981 and 
incorporates 28 private luxury suites ranging in price 
from $150,000 to $190,000 annually, with one suite 
that is available on a per game basis for $7,700.  It is 
unknown what will happen to the IZOD Center when 
the Nets relocate to their new venue.   

 
The 28 suites contain either 14 or 20 seats and the party suite seats up to 28 people.  
Lease contracts include tickets for all publicly ticketed events including, but not limited 
to, all tenant events, family shows, concerts and other miscellaneous events typically 
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averaging approximately 200 events per year including flat fee rentals.  Suite amenities 
include a wet bar, television, private restroom, preferred parking, and the option of in-
suite catering.  The courtside and floor seats range from $13,635 to $79,560 depending 
on the location.  The following exhibit provides a detailed breakdown of premium seat 
price scaling at IZOD Center.   
 

 
 
 
The table on the following page illustrates the 2009-2010 New Jersey Nets regular season 
ticket pricing.   

Total
Potential Potential Premium

Year Number of Number of Annual Annual Number of Annual Annual Seating
Built Suites Seats Fee Revenue Seats Fee Revenue Revenue

1981 17 14 $150-$160,000 $2,635,000 (1) 16 $79,560 $1,272,960
10 20 $180-$190,000 1,850,000 (2) 16 $58,500 $936,000

1 28 7,700 315,700 (3) 18 $54,540 $981,720
56 $45,450 $2,545,200

116 $29,700 $3,445,200
110 $22,725 $2,499,750

48 $21,600 $1,036,800
58 $13,635 $790,830

28 $171,000 $4,801,000 438 $30,840 $13,508,000 $18,309,000

(1) Assumes annual fee of $155,000
(2) Assumes annual fee of $185,000
(3) Party suite is avaliable for single events only.  Assumed it sold for all 41 games in a season.

Courtside/Floor Seats

Exhibit 5.2
IZOD Center Premium Seating Detail (2008)

Private Suites
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The primary tenant of IZOD Center is the New Jersey Nets.  The team plays 41 regular 
season home games and two preseason games.  Exhibit 5.3 summarizes the 2007-2008 
regular season average attendance and ticket price of Nets regular season games. 
 

Number Average Percent of Average 
Franchise of Games Attendance Capacity Ticket Price

New Jersey Nets 41 12,633 63.5% $53.22

Total 41 517,953 63.5% $53.22
Note: Information is based on regular season attendance.  

Exhibit 5.3
2008-2009 IZOD Center Major Tenant Summary

 
 

 
 
As shown, the Nets drew approximately 520,000 spectators in the 2008-2009 season.  On 
average, the facility is filled to 63.5 percent of capacity and the average ticket price for 
Nets games was $53.22.   

IZOD Center 
New Jersey Nets 2009-2010 Seating Chart and Pricing Table 



 
5.0 Competitive Facility Analysis 
 

 
89

Historically, IZOD Center has hosted a large number and wide variety of events annually.  
In 2008, the arena hosted 171 events including professional and college sports, family 
shows, concerts and other events.  Exhibit 5.4 summarizes the 2008 calendar year event 
list of the IZOD Center.  Tenant events accounted for approximately 31 percent of total 
events and included 45 Nets games and 9 Seton Hall men’s basketball games (Seton Hall 
now plays at the Prudential Center in Newark).  The facility also hosted 60 family shows, 
including multiple children’s productions and Disney on Ice performances and 30 
concerts.  The remaining 27 events included commencements, religious events and other 
miscellaneous events. 
  

 
 
5.2  Madison Square Garden – New York Knicks and New York Rangers 
 
Madison Square Garden is located on Penn 
Plaza in Manhattan and is home to the NBA’s 
New York Knicks, the NHL’s New York 
Rangers, the WNBA’s New York Liberty and 
the NLL’s New York Titans.  The 19,763-seat 
arena was built in 1968 and underwent a 
major $200 million renovation in 1991.   
 
The facility currently incorporates 89 private luxury suites with an average annual price 
of $425,000.  Suites are leased on 3-year contracts and include from 12 to 16 seats each.  
Included in the suite price are tickets to all events at the arena held during the contract 
period.  Suite amenities include access to private bathrooms, in-suite wait service, 
interactive display screens and exclusive arena restaurant membership.  Madison Square 
Garden also incorporates 2,828 club seats for Knicks games and 3,926 club seats for 
Rangers games, which are sold individually for each tenant franchise.  The club seats are 
located on the lower level between baselines.  The average club seat price for 41 Rangers 
home games is approximately $8,400 while club seats for the Knicks home schedule 
average approximately $10,400 per season.  The exhibit on the following page provides a 
detailed breakdown of premium seat price scaling at Madison Square Garden.   

Number
Event Type of Events

Tenant Events
Nets (NBA) 45
Seton Hall (NCAA) 9

Total Tenant Events 54

Other Sports 0
Family Shows 60
Concerts 30
Other Events 27

Total Events 171

Note: Includes multiple showings of the same event.

Exhibit 5.4

2008
IZOD Center Event List
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The following tables illustrate the New York Knicks and Rangers 2008-2009 regular 
season ticket pricing. 
 
 
 

 
 

 
 

Madison Square Garden 
New York Knicks 2008-2009 Seating Chart and Pricing Table 

Private Suites Club Seats Courtside Seats
Potential

Potential Potential Potential Premium
Year Number of Annual Annual Number of Annual Annual Number of Annual Annual Seating
Built Suites Fee Revenue Club Seats Fee Revenue Club Seats Fee Revenue Revenue

1968 89 $400-450,000 $37,825,000 (1) Knicks: (1) Knicks:
  Club Seats 2,372 $9,845 $23,352,340   1st Row 48 38,700 1,857,600
  Club Courtside 456 13,530 6,169,680   2nd Row 90 68,800 6,192,000

.
Rangers:
  VIP 24 34,850 836,400
  Rinkside Club 1,099 9,430 10,363,570
  Gold Club 1,912 8,200 15,678,400
  Silver Club 891 6,724 5,991,084

  Total 89 $425,000 $37,825,000 6,754 9,240 62,391,000 138 58,330 8,050,000 $108,266,000

(1) Assumes an average price of $425,000.

Exhibit 5.5
Madison Square Garden Premium Seating Detail (2008)
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In early 2008, Madison Square Garden executives announced plans for an extensive $500 
million renovation of the facility with a scheduled completion date of 2012.  However, in 
the summer of 2009, executives of Cablevision Systems Corp., owner of Madison Square 
Garden, announced that the final renovation cost will be “materially higher” than the 
originally forecasted cost.  The pending renovation would see the inventory of private 
suites at the Garden increase to 167 suites through the addition of 58 lower level suites 
and 20 event level suites.  Renovation plans also include the widening of concourses in 
the facility, an increase in the number hospitality areas, improved arena sound and 
lighting, the addition of several restrooms and an upgrade of locker rooms, green rooms 
and facility production offices.  The illustrations below are renderings of the new 
premium seating areas that are envisioned at Madison Square Garden.  
 

Madison Square Garden 
New York Rangers 2008-2009 Seating Chart and Pricing Table 
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Exhibit 5.6 summarizes the 2008-2009 regular season average attendance and ticket price 
of Knicks and Rangers regular season home games. 
 

Number Average Percent of Average 
Franchise of Games Attendance Capacity Ticket Price

New York Knicks 41 17,125 86.7% $96.63
New York Rangers 41 18,171 91.9% $54.96

Total 82 1,447,136 89.3% $75.80
Note: Information is based on regular season attendance.  

Exhibit 5.6
2008-2009 Madison Square Garden Major Tenant Summary

 
 
As shown, the Knicks and Rangers drew over 1.4 million spectators in the 2008-2009 
season excluding home playoff games.  On average, the facility is filled to approximately 
89 percent of capacity and the average ticket price for tenant events is $75.80. 
 
During 2008-2009, Madison Square Garden will host 232 events including professional 
sports, concerts, other sports, family shows and other events.  Exhibit 5.7 summarizes the 
events held at Madison Square Garden.  Professional tenant events accounted for 
approximately 54 percent of total events and included 45 Knicks games, 45 New York 
Rangers home games, eighteen New York Liberty games and eight New York Titans 
games.  Madison Square Garden also hosted 28 family shows, including Ringling Bros. 
and Barnum and Bailey Circus and High School Musical on Ice.  The venue also hosted 
70 concerts and eighteen other sporting events including NCAA basketball.   

Number
Event Type of Events

Tenant Events
Knicks (NBA) 45
Rangers (NHL) 45
Liberty (WNBA) 18
Titans (NLL) 8

Total Tenant Events 116

Other Sports 18
Family Shows 28
Concerts 70

Total Events 232

Exhibit 5.7

2008-2009

Note: Includes multiple showing of the same show.  
Concerts and family shows represent 2008 Pollstar 
information and all other event counts are from the 2009 
event schedule.  

Madison Square Garden Event List
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5.3 Prudential Center – New Jersey Devils 
 

Prudential Center is located in downtown 
Newark, New Jersey and is the home of the 
NHL’s New Jersey Devils and Seton Hall 
men’s basketball team.  The Prudential 
Center, an 18,500 seat facility, opened in 2007 
at an approximate cost of $400 million.  
Prudential Center is operated by Devils Arena 
Entertainment and AEG Facilities.   
 
 

 

 
As shown in Exhibit 5.8, Prudential Center offers 78 suites and 2,200 club seats.  The 
average annual fee for a suite is $225,000 and the club seat annual fee is $6,970 per seat.  
This price includes tickets to all Devils regular season home games.  Suite amenities 
include VIP parking, private restrooms, a private entrance, and food and beverage 
options.  Club seat amenities also include a private entrance, as well as in-seat food and 
beverage service, and access to two club lounges at the arena.  Club seats are located on 
the lower level between the goal lines.  Images of the premium seating areas at the 
Prudential Center are presented below. 

Private Suites Club Seats
Total

Potential Potential Premium
Year Number of Annual Annual Number of Annual Annual Seating
Built Suites Fee Revenue Club Seats Fee Revenue Revenue

2007 78 $225,000 $17,550,000 2,200 $6,970 $15,334,000

  Total 78 $225,000 $17,550,000 2,200 $6,970 $15,334,000 $32,884,000

Prudential Center Premium Seating Detail (2008)
Exhibit 5.8
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The following chart represents the pricing for the New Jersey Devils 2009-2010 season.   
 
 
 
 
 

 
 
The primary tenant of Prudential Center is the Devils.  Exhibit 5.9 summarizes the 2008-
2009 average attendance and ticket price of Devils regular season home games.  The 
Devils had an average attendance of 15,571 people per game, approximately 89 percent 
of the arena capacity, in the 2008-2009 season.  The average ticket price for Devils 
games was $57.15. 
 

Number Average Percent of Average 
Franchise of Games Attendance Capacity Ticket Price

New Jersey Devils 41 15,571 89.2% $57.15

Total 41 358,133 89.2% $57.15
Note: Information is based on regular season attendance.  

Exhibit 5.9
2008-2009 Prudential Center Major Tenant Summary

 
 

Prudential Center 
New Jersey Devils 2009-2010 Seating Chart and Pricing Table 
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Prudential Center hosted 130 events in the 2008 calendar year, as shown in Exhibit 5.10.  
Tenant events will make up approximately 60 percent of the total number of events held 
in 2008, with the Devils playing 44 home games, the Ironmen playing sixteen home 
games, and Seton Hall men’s Basketball playing seventeen home games.  The remaining 
40 percent are from ten other sporting events, sixteen family shows, 25 concerts, and two 
miscellaneous events.  The other sporting events include shows such as UFC events and 
college basketball tournaments.   
 

 
 
 
5.4 Nassau Veterans Memorial Coliseum – New York Islanders 

 
Nassau Veterans Memorial Coliseum is 
located on Long Island, New York and is the 
home venue for the NHL’s New York 
Islanders and the AFL’s New York Dragons.  
The 18,000-seat multi-purpose arena was 
built in 1972 and incorporates 33 private 
luxury suites ranging in price from $90,000 
to $250,000.  The Islanders are currently 
evaluating facility development options and 
hope to build a new arena on the existing 
site.   

 
Nassau Coliseum suites were retrofitted into the existing building and come in several 
different configurations ranging from 8 to 22 seats which can be leased on one to five 
year contract terms.  Suite holders receive tickets to all Coliseum events, typically 
comprised of Islanders and Dragons home games and numerous concerts, family shows 
and miscellaneous other events.  Suite holders also receive VIP parking passes, invitation 
to networking events, and access to the VIP restaurant and bar and lounge.  In-suite 
amenities include television monitors, wet bar, in-suite wait service and access to private 

Number
Event Type of Events

Tenant Events
Devils (NHL) 44
Ironmen (MISL) 16
Seton Hall (NCAA) 17

Total Tenant Events 77

Other Sports 10
Family Shows 16
Concerts 25
Other Events 2

Total Events 130

Exhibit 5.10

2008
Prudential Center Event List



 
5.0 Competitive Facility Analysis 
 

 
96

restrooms.  The Nassau Coliseum also incorporates 382 club seats ranging in price from 
approximately $4,300 to $4,700 for tickets to all Islanders home games.  Club seat 
holders have the right of first refusal to tickets for all non-hockey events at the Coliseum.  
The following exhibit provides a detailed breakdown of premium seat price scaling at the 
Nassau Veterans Memorial Coliseum. 

 
The illustration on the following page depicts the New York Islanders’ 2008-2009 regular 
season ticket pricing and seating chart.   
 
 
 

 

Private Suites Club Seats
Total

Potential Potential Premium
Year Number of Number of Annual Annual Number of Annual Annual Seating
Built Suites Seats Fee Revenue Club Seats Fee Revenue Revenue

1972 7 8 $90,000 $630,000 212 $4,715 $999,580
12 10 150,000 1,800,000 170 4,305 731,850
8 12 170,000 1,360,000
1 14 190,000 190,000
1 16 200,000 200,000
1 18 215,000 215,000
2 20 230,000 460,000
1 22 250,000 250,000

  Total 33 $155,000 $5,105,000 382 $4,530 $1,731,000 $6,836,000

Exhibit 5.11
Nassau Coliseum Premium Seating Detail (2008)

Nassau Coliseum 
New York Islanders 2008-2009 Seating Chart and Pricing Table 
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The primary tenant of Nassau Coliseum is the New York Islanders.  Exhibit 5.12 
summarizes the Islanders 2008-2009 average attendance and ticket price for regular 
season games.  As shown, the Islanders drew an average of 13,719 spectators in the 2008-
2009 season.  On average, the facility is filled to 84 percent of capacity and the average 
ticket price for Islanders games was $48.84. 

 
 
During the 2007 calendar year, Nassau Coliseum held 80 events including professional 
sports, family shows and concerts.  Exhibit 5.13 summarizes the 2007 event list at the 
arena.  Professional tenant events accounted for approximately 65 percent of total events 
and included 44 New York Islanders home games and eight New York Dragons Arena 
Football League games.  Nassau Coliseum hosted two other sporting events, the Harlem 
Globetrotters and a World Wrestling Entertainment (“WWE”) event.  There were eight 
family shows, including The Wiggles, Stars on Ice, and Dancing with the Stars.  The 
remaining events in 2007 were eighteen concerts.   
 
 

Number
Event Type of Events

Tenant Events
Islanders (NHL) 44
Dragons (AFL) 8

Total Tenant Events 52

Other Sports 2
Family Shows 8
Concerts 18

Total Events 80

Exhibit 5.13

2007
Nassau Coliseum Event List

Number Average Percent of Average 
Franchise of Games Attendance Capacity Ticket Price

New York Islanders 41 13,719 84.2% $48.84

Total 41 562,479 84.2% $48.84
Note: Information is based on regular season attendance.  

Exhibit 5.12
2008-2009 Nassau Coliseum Major Tenant Summary
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5.5  Citi Field – New York Mets 
 
Citi Field is located in Flushing, New York and is 
the home of the New York Mets.  The 45,000-seat 
stadium was opened for the 2009 season.  It was 
built adjacent to the current Shea Stadium which 
had a seating capacity for 56,521 and was built in 
1964.  Citi Field incorporates 49 suites and 6,500 
club seats.  The annual fee for suites ranges from 
$250,000 to $500,000.  The average annual fee for 
club seats is $21,870 per seat.  In addition, there 
are two club lounges, a club restaurant, and a grill at the stadium.  The following exhibit 
provides a detailed breakdown of premium seat price scaling at Citi Field.  As of the date 
of this report, it is reported that 90 percent of the suites have been sold.  In addition, 
approximately 90 percent of all club seats have been sold for the 2009 season.     
 

Private Suites Club Seats
Total

Potential Potential Premium
Year Number of Annual Annual Number of Annual Annual Seating
Built Suites Fee Revenue Club Seats Fee Revenue Revenue

2009 49 $375,000 $13,975,000 6,500 $21,870 $142,155,000 $156,130,000

  Total 49 $375,000 $13,975,000 6,500 $21,870 $142,155,000 $156,130,000

Citi Field Premium Seating Detail (2009)
Exhibit 5.14

 
 
The table on the following page illustrates the New York Mets’ pricing for the 2009 
season at Citi Field.   
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Citi Field 
New York Mets 2009-2010 Seating Chart and Pricing Table 
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Exhibit 5.15 summarizes the 2008 regular season average attendance and ticket price of 
Mets games.  As shown, the Mets drew nearly 4.0 million spectators in the 2008 season.  
On average, the facility was filled to approximately 87 percent of capacity and the 
average ticket price for Mets games was $34.05. 

 
 
5.6  New Yankee Stadium – New York Yankees 
 

The new Yankee Stadium is located right next to 
old Yankee Stadium, in the Bronx, New York.  The 
stadium opened for the 2009 season is the new 
home of the New York Yankees.  The original 
stadium was constructed in 1923, underwent a 
major renovation in 1976, and contained a seating 
capacity of approximately 57,500.  The new 
stadium capacity is slightly less at 52,000.  
Premium seating options at the new Yankee 
Stadium include approximately 52 private suites.  

Luxury suites are available for license on a multi-year basis at an average annual price of 
approximately $685,000.  Suite amenities include private restrooms, food and beverage 
service, access to a private entrance, preferred parking, and access to the private suite 
club and lounges.  The stadium also incorporates 4,500 club seats with an average price 
of $40,500.  The following exhibit presents premium seating inventory and average 
annual price levels at the new Yankee Stadium. 

As of the date of this report, it has been reported that upwards of 85 percent of the suites 
have been sold, with the remaining suites being sold on an individual game basis.  In 
addition, upwards of 80 percent of the club seats have been sold for the 2009 season.  The 
following pictures are renderings of the premium seating areas at the New Yankee 
Stadium.   

Number Average Percent of Average 
Franchise of Games Attendance Capacity Ticket Price

New York Mets 81 49,902 87.0% $34.05

Total 81 4,042,062 87.0% $34.05
Note: Information is based on regular season attendance.  

Exhibit 5.15
2008 Shea Stadium Major Tenant Summary

Private Suites Club Seats
Total

Potential Potential Premium
Year Number of Annual Annual Number of Annual Annual Seating
Built Suites Fee Revenue Club Seats Fee Revenue Revenue

2009 52 $685,000 $35,620,000 4,500 40,500 $182,250,000

  Total 52 $685,000 $35,620,000 4,500 $40,500 $182,250,000 $217,870,000
 

Exhibit 5.16
New Yankee Stadium Premium Seating Detail (2009)
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The following illustration represents 2009 regular season pricing at the New Yankee 
Stadium.   
 
 New Yankee Stadium 

New York Yankees 2009 Seating Chart and Pricing Table 
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The primary tenant of Yankee Stadium is the New York Yankees.  Exhibit 5.17 
summarizes the 2008 regular season average attendance and ticket price of Yankee 
games. 

 
As shown, the Yankees drew nearly 4.3 million spectators in the 2008 season.  On 
average, the facility was filled to nearly 92 percent of capacity and the average ticket 
price for Yankees games was $41.40.   
 
 
5.7  New Meadowlands Stadium – New York Giants and New York Jets 
 

New Meadowlands Stadium will be located next to 
Giants Stadium in East Rutherford, New Jersey and 
will be the new home to the New York Giants and 
New York Jets of the NFL.  The 82,500-seat facility 
will be completed in 2010 and will incorporate 213 
private suites.  The New York Jets and Giants plan 
to market suites jointly, and the average suite price 

will be approximately $560,000 per year.  New Meadowlands Stadium suites offer 
theater style seating for 12 to 24 guests.  Suite amenities include VIP parking, private 
entrance, private restrooms, multiple flat screen televisions and a wet bar with 
refrigerator.  The Giants and Jets plan to market club seats separately which will create an 
effective inventory of 19,030 club seats.  The average price for a club seat for the Giants 
is approximately $5,000 per seat while the average price for the Jets is approximately 
$3,900 per seat.  Club seat amenities for both teams include preferred parking, in-seat 
wait service, and access to the stadium clubs.  
 
 
 
 
 
 
 
 
 
  
 
 

Number Average Percent of Average 
Franchise of Games Attendance Capacity Ticket Price

New York Yankees 81 53,070 92.2% $41.40

Total 81 4,298,670 92.2% $41.40
Note: Information is based on regular season attendance.  

Exhibit 5.17
2008 Yankee Stadium Major Tenant Summary

Private Suites Club Seats
Total

Potential Potential Premium
Year Number of Annual Annual Number of Annual Annual Seating
Built Suites Fee Revenue Club Seats Fee Revenue Revenue

2010 213 $560,000 $119,280,000 Giants 9,300 $5,000 $46,500,000
Jets 9,730 $3,900 $37,947,000

  Total 213 $560,000 $119,280,000 19,030 $4,440 $84,447,000 $203,727,000

New Meadowlands Stadium Premium Seating Detail (2009)
Exhibit 5.18

(1) The Jets and the Giants will market club seats separately for an effective inventory of 19,030 at the new facility.
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The seating chart and pricing table below illustrates the seating areas and season ticket 
pricing for the Giants at the New Meadowlands Stadium for the 2010 season.  The table 
to the left illustrates Personal Seat Licenses (PSL) costs as well as the per game ticket 
prices for each section of the stadium.  A PSL is a one-time payment for permanent 
control of a Giants home game seat.  The purchase guarantees the owner’s right to 
purchase a season ticket as long as the Giants play in the new stadium. It also provides 
the purchaser with control of successorship of the tickets.  All net proceeds from the sale 
of PSLs will be used for the construction of the new stadium, and all season ticket 
holders are required to purchase a PSL for their seat.     
 

The pricing table and seating chart, on the following page, illustrates the seating sections 
and pricing at the New Meadowlands Stadium for the New York Jets.  As with the 
Giants, the Jets are also selling PSLs at the new facility that guarantee the owner’s right 
to purchase a season ticket as long as the Jets play in the new stadium.  However, unlike 
the Giants, there are three sections in the stadium that do not require season ticket holders 
to purchase a PSL.  The three non-PSL seating areas are in the upper prime, upper 
sideline and upper endzone areas illustrated above.  All other seating sections at the 
stadium require the season ticket holder to pay a one-time PSL in addition to the annual 
season ticket price.     

New Meadowlands Stadium 
New York Giants 2010 Pricing Table and Seating Chart  
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The primary tenants of the current Giants Stadium are the Giants and Jets, who combine 
to play 16 regular season home games.  Exhibit 5.19, on the following page,  summarizes 
the 2008 regular season average attendance and ticket price of Jets and Giants games. 

New Meadowlands Stadium 
New York Jets 2010 Pricing Table and Seating Chart  
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As shown, the Giants and Jets drew almost 1.27 million spectators in the 2008 season.  
On average, the facility is filled to 98.9 percent of capacity and the average ticket price 
for tenant events is $89.88. 
 
 
5.8  Summary 
 
Barclays Center will face direct competition for attendance, premium seating revenues, 
and event booking from several facilities within the New York market.  The primary 
competition for the Barclays Center for events would be Madison Square Garden, Nassau 
Coliseum, IZOD Center, and Prudential Center.  Each of the sporting venues does 
provide some level of competition for premium seating.  Exhibit 5.20 presents the 
premium seat inventory and average annual price at each competitive facility. 
 

Private Suites Club Seats
Potential

Average Potential Potential Potential Premium
Year Number of Annual Annual Number of Annual Annual Number of Annual Annual Seating

Facility Built Suites Fee Revenue Club Seats Fee Revenue Seats Fee Revenue Revenue

IZOD Center 1981 28 $171,000 $4,801,000 0 $0 $0 438 $30,840 $13,508,000 $18,309,000
Madison Square Gardens 1968 89 $425,000 $37,825,000 Knicks 2,828 $10,439 $29,522,000 138 $58,330 $8,050,000 $108,266,000

Rangers 3,926 $8,372 $32,869,000
Prudential Center 2007 78 $225,000 $17,550,000 2,200 $6,970 $15,334,000 0 $0 $0 $32,884,000
Nassau Coliseum 1972 33 $155,000 $5,105,000 382 $4,530 $1,731,000 0 $0 $0 $6,836,000
Citi Field 2009 49 $375,000 $13,975,000 6,500 $21,870 $142,155,000 0 $0 $0 $156,130,000
New Yankee Stadium 2009 52 $685,000 $35,620,000 4,500 $40,500 $182,250,000 0 $0 $0 $217,870,000
New Meadowlands Stadium 2010 213 $560,000 $119,280,000 Giants 9,300 $5,000 $46,500,000 0 $0 $0 $203,727,000

Jets 9,730 $3,900 $37,947,000

Total / Average 542 $432,000 $234,156,000 39,366 $12,000 $488,308,000 576 $37,000 $21,558,000 $744,022,000

Courtside/Floor Seats

Competitive Premium Seating Detail 
Exhibit 5.20

 
 
Once the New Meadowlands Stadium opens in 2010, the New York marketplace will 
offer a total of 542 suites, 39,366 club seats, and 576 courtside and floor seats.  In 2010, 
the average inventory of suites in the New York market will be 77 suites per venue and 
the average inventory of club seats will be 3,782 seats per venue.  With the opening of 
the new Yankees and Mets facilities and the Giants and Jets opening a new facility in the 
near future, this brings the New York market up to a more competitive level with other 
professional sports markets.  Prior to the opening of Prudential Center and the other new 
sports facility projects, the area did not offer premium seating options similar to other 
professional sports markets.  These new and renovated facilities will significantly alter 
the market’s premium seating landscape.  The size of the corporate base could potentially 

Number Average Percent of Average 
Franchise of Games Attendance Capacity Ticket Price

New York Giants 8 79,338 98.9% $90.86
New York Jets 8 79,336 98.9% $88.90

Total 16 1,269,392 98.9% $89.88
Note: Information is based on regular season attendance.  

Exhibit 5.19
2008 Giants Stadium Major Tenant Summary
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absorb this increase in seating inventory; however, the level of competition for premium 
seating sales will also increase. 
  
Exhibit 5.21 summarizes the existing premium seating inventory and the hypothetical 
inventory of all new or potentially renovated facilities in 2012.  If the pending renovation 
of Madison Square Garden is completed as scheduled in 2012, the suite inventory in the 
New York market will increase further.  Specifically, the number of suites available will 
increase from 448 in 2009 to approximately 620 in 2012.  The number of available club 
seats will have increased from 21,472 to 39,366 over this same period. 
 

Facility Suites Club Seats Suites Club Seats

IZOD Center 28 0 28
Madison Square Garden: 89 (1) 167 (2)

Knicks 2,828 2,828
Rangers 3,926 3,926

Prudential Center 78 2,200 78 2,200
Nassau Coliseum 33 382 33 382
Citi Field 49 6,500 49 6,500
New Yankee Stadium 52 4,500 52 4,500
Giants Stadium / New Meadowlands: 119 213 (4)

Giants 506 9,300
Jets 630 9,730

Total 448 21,472 620 39,366

Incremental Suites 172
Incremental Club Seats 17,894

(1) Private suites lease includes all events at the facility.
(2) Assumes planned 2012 renovations are completed.
(3) Assumes club seat inventory will remain the same after the planned 2012 renovations of the facility.
(4) The Giants and Jets plan to market suites jointly at the new facility.

Existing Inventory (2009) Future Inventory (2012)

Exhibit 5.21
Future Premium Seating Inventory

 
 
 
Exhibit 5.22, on the following page, summarizes the annual event levels of the 
competitive arenas in the New York/New Jersey marketplace. 
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As shown, the four major arena competitors in the market host 613 events annually.  
Approximately 50 percent of total events in the market are tenant sporting events.  The 
remaining 50 percent comprises other sporting events, concerts, family shows and 
miscellaneous events.  It is in these event categories where Barclays Center will compete 
to attract additional events into the market and draw events away from its competitors.  It 
should be noted that facility management at Madison Square Garden and Nassau 
Coliseum were unable to provide CSL with the exact number of flat-fee rental events that 
took place during the year for which event levels are provided.  In these instances, the 
number of flat fee events held at these facilities was assumed to be zero, effectively 
understating the total event levels at these facilities. 
 
Exhibit 5.23 presents a summary of events of the major tenant events at each competitive 
facility.   

Tenant Other Family Other
Arena Events Sports Shows Concerts Events Total

IZOD Center 54 0 60 30 27 171
Madison Square Garden (2) 116 18 28 70 0 232
Prudential Center 77 10 16 25 2 130
Nassau Coliseum (2) 52 2 8 18 0 80

Total 299 30 112 143 29 613

(1) Represents the most recently available annual event schedule.  
(2) Does not include flat fee non-tenant events.  

Exhibit 5.22
Competitive Arena Events (1)

Number Average Percent of Average League
Facility of Games Attendance Capacity Ticket Price Average

IZOD Center
New Jersey Nets 41 12,791 66.3% $53.73 $64.76

Madison Square Garden
New York Knicks 41 17,202 91.5% $96.26 $64.76
New York Rangers 41 18,171 91.9% $54.96 $49.66

Prudential Center
New Jersey Devils 41 15,571 89.2% $57.15 $49.66

Nassau Coliseum
New York Islanders 41 13,719 84.2% $48.84 $49.66

Shea Stadium
New York Mets 81 49,902 87.0% $34.05 $25.43

Yankee Stadium
New York Yankees 81 53,070 92.2% $41.40 $25.43

Giants Stadium
New York Giants 8 79,338 98.9% $90.86 $86.57
New York Jets 8 79,336 98.9% $88.90 $86.57

Average 43 37,678 88.9% $62.91 $55.83

Note: Information is based on regular season attendance.  

Exhibit 5.23
2008-2009 Major Tenant Summary
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As shown on the previous page, tenants in the four major sports leagues in the New York 
market have played an average of 43 regular season games over their respective most 
recent full seasons.  Average attendance for these games was approximately 37,678.  On 
average, the competitive facilities are filled to approximately 88.9 percent of seating 
capacity and the average ticket price is $62.91.  The average ticket price in the New York 
market is approximately 11 percent higher than league averages.   
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As a part of the evaluation of the Barclays Center, telephone surveys were conducted 
with corporations within the Brooklyn/Queens and Manhattan areas during the summer 
of 2008.  Surveys were conducted with large corporations to determine interest and 
opinions for a variety of topics related to the potential development of a multi-purpose 
arena and support for the Nets.  These topics included interest in private suites, loge 
boxes, club seats, advertising and sponsorship opportunities, competitive facilities in the 
marketplace and other related issues.  In total, 225 telephone surveys were completed 
with corporate headquarters with at least $25 million in annual sales revenues and 
corporate branches with at least 50 employees.  Representatives identified for the 
telephone surveys comprised of individuals that have decision making authority as it 
relates to the entertainment budget of the firm.   
 
The telephone survey components included: 
 

• Familiarity of development plans for Barclays Center; 
• Interest in attending games at Barclays Center; 
• Interest in various premium seating options at Barclays Center; 
• Impact of other New York area sports facilities on interest in premium seating at 

Barclays Center; 
• Interest in advertising/sponsorship at Barclays Center; and,  
• Impact of other New York area sports facilities on interest in advertising at 

Barclays Center. 
 
 
Results of the telephone interviews are presented in the following sections: 
 
6.1   Introductory Questions; 
6.2   Courtside Suites; 
6.3   Loge Boxes; 
6.4   Club Seats; 
6.5   Club Seat Memberships; 
6.6   Party Suites; 

6.7   New York Area Sports Facilities; 
6.8   Advertising; 
6.9   Survey Summary; 
6.10   Market Extrapolation; and, 
6.11   Recommended Premium Program. 
 

 
 
In addition to the telephone surveys conducted in 2008, more than 70 one-on-one 
interviews were conducted with corporate executives, high income households in 
Brooklyn, and current Nets season ticket holders.  The in-person interviews were 
conducted in 2007 in order to gather qualitative information from these stakeholders in 
order to further inform the study.  Findings from these interviews, as they relate to the 
survey topics covered in the telephone surveys, are provided throughout this section of 
the report.      
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6.1 Introductory Questions 
 
6.1.1 Familiarity of Plans for Proposed Arena 
 
In order to gauge the familiarity of current plans to develop the Barclays Center in 
Brooklyn, respondents were asked to rate their familiarity of the plans for the new arena 
on a scale of 1 to 10, where 1 is “not at all familiar” and 10 is “very familiar.”  Exhibit 
6.1 presents the results.   
 

 
As shown in the exhibit, 26 percent of Manhattan corporations and 36 percent of 
Brooklyn/Queens corporations indicated they were quite familiar or very familiar with 
the plans for the Barclays Center (as indicated by a familiarity rating of 6 or greater). 
Conversely, 43 percent of Manhattan corporations and 30 percent of Brooklyn/Queens 
corporations responded that they had no familiarity with the plans for the Barclays Center 
(as indicated by a rating of 1).   
 
During the 2007 interviews, corporate respondents provided positive feedback regarding 
the location of Barclays Center, stating the location is ideal for commuting to and from 
Manhattan and that the location of the arena properly utilizes public transportation.  
Furthermore, corporations exhibited a general approval for redevelopment in the area and 
expressed that downtown arenas are critical to the revitalization of communities.  While 
some concern was expressed regarding traffic congestion, the majority of respondents 
indicated the location benefited companies located in both Manhattan and Brooklyn.  
Interviewees within the high income households from Brooklyn and Manhattan also 
expressed positive regard for the location of Barclays Center, saying the move will be 
good for the Brooklyn economy and the Nets would be accepted as a Brooklyn team. 
 

Familiarity of Development Plans for Barclays Center
Exhibit 6.1
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6.1.2 Interest in Attending Events at Proposed Arena 
 
In order to gauge interest in attending events at the Barclays Center, survey respondents 
were given some background information on the arena.  Specifically, respondents were 
informed the facility is scheduled to open in 2011.  In addition, respondents were 
informed the arena will host events in addition to Nets games, there will be multiple 
premium seating options available, and the arena will be accessible from eleven subways 
and the Long Island Railroad.  Survey respondents were then asked to rate their level of 
interest in attending events at the Barclays Center on a scale of 1 to 10, with 1 being “not 
interested at all” and 10 being “very interested”.  The results are summarized in Exhibit 
6.2 below. 
 

 
As shown in the exhibit, 37 percent of Manhattan corporations and 59 percent of 
Brooklyn/Queens corporations indicated they were quite interested to very interested in 
attending events at Barclays Center (as indicated by a rating of 6 or greater).  It is 
interesting to note all corporate respondents interviewed indicated at least some level of 
interest in attending events at the new arena.  
 
 
6.2 Private Suites 
 
6.2.1 Initial Interest  
 
In order to gauge interest in private suites, respondents were informed private suites at 
the Barclays Center will be the most exclusive seating option in New York, offering 
luxury amenities currently unavailable in the market.  Respondents were also informed 
suites will include tickets to all Nets games as well as tickets to every spectator event at 
the arena.  Exhibit 6.3 on the following page summarizes the initial interest in leasing a 
court-level suite at the Barclays Center before pricing for the concept was introduced.  

Interest in Attending Events at Barclays Center
Exhibit 6.2
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As illustrated, 43 percent of 
Manhattan corporations and 34 
percent of Brooklyn/Queens 
corporations indicated some 
level of interest in private 
suites, ranging from “definitely 
interested,” “likely interested,” 
or “possibly interested.”  
Approximately four percent of 
the Manhattan corporations 
interviewed indicated they 
were definitely interested in 
purchasing courtside suites at 
Barclays Center.   
 
During one-on-one interviews conducted in 2007, corporations expressing interest in 
suites before pricing cited the easily accessible location of the arena as one of the main 
reasons for their interest.  Furthermore, a common sentiment was the Barclays Center 
could serve as an attractive entertainment alternative to Madison Square Garden. 
 
 
6.2.2. Courtside Suite Interest at Prices Tested  
 
Survey respondents who indicated an initial interest in private suites were asked their 
willingness to lease a courtside suite at various price points.  Respondents were informed 
courtside suites will provide the most exclusive and upscale environment in the arena and 
will include special courtside seats with direct access to the suite located underneath the 
lower seating deck on the event level.  Respondents were also informed suites would 
have preferred parking, access to the suite through a private entrance as well as access to 
an exclusive event-level 
lounge located close to 
the players’ locker 
room.  Respondents 
were informed the 
event-level lounge will 
have comfortable 
seating and upscale full-
service food and 
beverage service, and 
each suite will include a 
TV monitor, catered 
food and beverage 
service, and concierge 
service.  Exhibit 6.4 to 
the right summarizes 
the results.   

Exhibit 6.3
Initial Interest
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Exhibit 6.4
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As shown, of respondents who previously indicated an initial interest in courtside suites, 
30 percent of Manhattan respondents and 32 percent of Brooklyn/Queens respondents 
showed some level of interest in courtside suites priced annually at $650,000.  When the 
test price was lowered to $500,000 per suite, 39 percent of Manhattan respondents 
showed interest in the concept. 
 
 
6.2.3 Traditional Suite Interest at Prices Tested  
 
Survey respondents who indicated some level of initial interest in private suites were also 
asked their willingness to lease a traditional suite at various price points.  Respondents 
were informed traditional suites will be located along the sidelines and in the corners at 
the midlevel of the arena between the lower and upper seating decks.  They were also 
informed the suites will 
be accessible through a 
private entrance and will 
come with preferred 
parking privileges.  
Respondents were also 
informed luxury 
amenities will include 
concierge service and 
access to a private club 
restaurant located directly 
behind their seats which 
will feature comfortable 
seating, upscale food and 
beverage service, and 
televisions.  Exhibit 6.5 
summarizes the results at 
the various price points.   
 
As shown, of respondents 
who previously indicated some level of initial interest in the private suite concept before 
price was introduced, 42 percent of Manhattan and 54 percent of Brooklyn/Queens 
respondents showed some level of interest in traditional suites priced at $450,000 
annually.  At $300,000 per suite, 48 percent of Manhattan respondents and 67 percent of 
Brooklyn/Queens respondents showed interest in leasing a traditional suite. 
 
Corporate executives who participated in the personal interview process in 2007 
indicated the price points tested, which were similar to those above, seemed to be within 
an acceptable range.  Respondents indicated a general desire for suite pricing to be 
competitive with Madison Square Garden, bearing in mind the high number of events and 
convenient location of Madison Square Garden compared to Barclays Center. 
 
 

Interest at Prices Tested (Traditional Suites)
Exhibit 6.5
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6.2.4 Preferred Lease Term - Suites 
 
In order to better understand the preferred lease term for private suites, survey 
respondents were first informed annual lease payments would be lower for longer term 
leases, and then asked to choose between 5-year, 7-year, and 10-year leases. The results 
are depicted in Exhibit 6.6.  
 
As shown, a majority of both Manhattan corporations and Brooklyn/Queens corporations 
prefer 5-year lease terms for suites.  Specifically, 69 percent of Manhattan corporations 
and 55 percent of 
Brooklyn/Queens corporations 
prefer a 5-year lease term to the 
other lease term options.  
Approximately ten percent of both 
Manhattan and Brooklyn/Queens 
respondents claim that their 
preferred lease term would depend 
on the price reduction given for 
longer term leases. 
 
 
6.2.5 Sharing Preference 
 
In order to determine the anticipated level of suite sharing at the Barclays Center, survey 
respondents were asked if they preferred to share a suite with others in order to reduce 
costs or to lease alone.   
 
As shown in the Exhibit 6.7, 41 
percent of Manhattan 
corporations prefer to share a 
suite in order to help reduce 
costs, while 56 percent of 
Brooklyn/Queens corporations 
prefer to share a suite.  
 
 
6.3 Loge Boxes 
 
6.3.1 Initial Interest 
 
In order to gauge general interest in loge boxes, survey respondents were informed loge 
boxes would be located behind the baskets on the lower deck and directly in front of the 
private club lounge.  The loge box concept was described as being smaller than a private 
suite and would be open to the arena crowd, similar to opera box seating in a theater.  
Respondents were also informed loge boxes would accommodate seating for four to eight 
people.  Additionally, loge box holders may have access to a small area located directly 
behind their seats equipped with a drink rail and TV monitors, access to private 
restrooms, enhanced food and beverage service, and amenities such as preferred parking 

Preferred Lease Term (Private Suite)
Exhibit 6.6
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and game programs. Respondents were also informed that loge box holders will have 
access to a club lounge located behind the box which will feature a comfortable 
environment for socializing before, during, and after the games. Initial interest in loge 
boxes is summarized in Exhibit 6.8. 
 
As shown in the exhibit, 33 percent of 
Manhattan corporations and 34 percent of 
Brooklyn/Queens corporations indicated 
some level of interest in leasing loge boxes 
at Barclays Center, ranging from “definitely 
interested,” “likely interested,” or “possibly 
interested.”   
 
 
6.3.2 Loge Box Interest at Prices Tested 
 
Those who indicated some level of initial interest in loge boxes before price was 
introduced were asked their willingness to lease a loge box at various price points as 
illustrated in Exhibit 6.9.    
 
As shown below, 68 percent of Manhattan respondents and 58 percent of 
Brooklyn/Queens respondents showed some level of interest in loge boxes priced at the 
highest price point tested, $80,000.  At an annual lease price of $50,000, seven percent of 
Manhattan and 16 percent of Brooklyn/Queens respondents stated they would definitely 
lease a loge box at the Barclays Center. 
 
According to responses from 
the one-on-one interviews 
conducted in 2007, 
corporations accepted the 
tested loge box pricing as 
reasonable, while most felt 
the concept may be most 
suitable for smaller 
companies with budgets that 
do not allow for the large 
expenditure associated with a 
private suite. 
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6.3.3 Preferred Lease Term 
 
In order to better understand the 
preferred lease term for loge boxes, 
survey respondents were first informed 
annual lease payments would be lower 
for longer term leases, and then asked 
to choose between 5-year, 7-year, and 
10-year leases. The results are depicted 
in Exhibit 6.10.  As shown in the 
exhibit, 77 percent of Manhattan 
corporations and 91 percent of 
Brooklyn/Queens corporations 
indicated a preference for 5-year lease 
terms.   
 
 
6.3.4 Sharing Preference 
 
Survey respondents were then asked if 
they preferred to share loge boxes with 
others in order to reduce costs.  The 
results are depicted in exhibit 6.11.  As 
illustrated, 38 percent of Manhattan 
corporations and 64 percent of 
Brooklyn/Queens corporations prefer 
to share a loge box with others in order 
to reduce costs. 
 
 
6.4 Club Seats 
 
6.4.1 General Interest 
 
All participants were asked to indicate their level of interest in purchasing club seats after 
being given a brief explanation of the location and amenities included with club seats at 
the Barclays Center.  Specifically, respondents were informed club seats would be 
located along the sidelines in the first 30 rows behind courtside seats and will be wider 
and provide more comfort than general seating.  In addition, respondents were informed 
the club seats will be accessible through the main concourse and club seat holders will 
have access to an upscale private club lounge which will provide a comfortable 
environment to eat, drink and socialize before, during, and after the games.  Participants 
were informed club seats will include access to private restrooms, enhanced food and 
beverage selections and service, and other amenities such as preferred parking and game 
programs.   Exhibit 6.12 on the following page depicts the level of initial interest in club 
seating at Barclays Center. 
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As illustrated, 35 percent of Manhattan corporations and 39 percent of Brooklyn/Queens 
corporations indicated some level of interest in club seats, ranging from “definitely 
interested” to “possibly interested.”   
 
Corporate respondents from the 
2007 personal interviews 
indicated they generally prefer 
club seating to all other premium 
seating concepts, and they felt 
prices presented for club seats 
were reasonable.  Those 
currently holding season tickets 
at IZOD Center in a location that 
will become a club seat section at 
Barclays Center indicated an 
interest in retaining those seats 
given the described pricing and 
benefits. 
 
 
6.4.2 Club Seat Interest at Prices Tested 
 
Survey respondents who indicated some level of initial interest in club seats were asked 
their willingness to lease club seats at various price points.  Exhibit 6.13 summarizes the 
responses to the club seat prices that were tested.   
 
As shown, between 63 and 84 
percent of respondents that 
indicated an initial interest in 
club seats also indicated a 
positive interest in leasing seats 
at the discussed price points.  
There seems to be a considerable 
amount of demand at an annual 
lease fee of $13,500, with 84 
percent Manhattan and 82 
percent of Brooklyn/Queens 
respondents indicating some 
level of purchase interest.  
Interestingly, it seems Manhattan 
corporations are considerably 
less price elastic at the three price 
points tested. 
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6.4.3 Preferred Lease Term 
 
In order to better understand the preferred lease term for club seats, survey respondents 
were first informed annual lease payments would be lower for longer term leases, and 
then asked to choose between 5-year, 7-year, and 10-year leases. The results are depicted 
in Exhibit 6.14.  
 
As shown, 65 percent of Manhattan 
corporations and 77 percent of 
Brooklyn/Queens corporations indicated a 
preference for 5-year lease terms for club 
seats at Barclays Center.  Approximately 
nine percent of Manhattan corporations 
and six percent of Brooklyn/Queens 
corporations indicated their preferred lease 
term would be dependent upon the price 
reduction offered for longer leases. 
 
 
6.4.4 Preferred Number of Club Seats 
 
Respondents interested in club seats at the prices tested were asked to indicate the 
number of club seats they expect to lease.  The results are depicted in Exhibit 6.15 below.   
 
As shown, corporations tend to prefer 
leasing club seats in much larger 
numbers than those that purchase seats 
for personal use.  The majority of 
respondents prefer to lease three to 
four club seats.  Specifically, 38 
percent of Manhattan corporations and 
55 percent of Brooklyn/Queens 
corporations prefer to lease three to 
four club seats.  A significant finding 
is that 24 percent of Manhattan 
corporations and 11 percent of 
Brooklyn/Queens corporations would 
prefer to lease more than eight club 
seats at the Barclays Center. 
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6.5 Club Seat Memberships 
 
6.5.1 Familiarity of Club Seat Memberships 
 
In order to understand how familiar the local corporations are with club seat 
memberships, respondents were briefly informed of the club seat membership concept 
and its benefits.  Participants were informed the main difference received by owning a 
club seat membership is having sole control of tickets including the right to reassign them 
to family, friends, or third parties, including at a profit, if conditions warrant.  Additional 
benefits to those who purchase a seat membership may include access to the best seats, 
increased access to non-basketball events, membership in an exclusive club lounge, 
discounted services and offers from other Nets Network members, as well as recognition 
as a founding contributor to the arena.  Respondents were informed memberships would 
require a specific one-time initiation fee which may vary depending on the location of the 
seat.  They were also informed the payment could be made over a two to three year time 
frame, would be in addition to the actual club seat price, and the ownership of the seat 
membership would allow the transfer of tickets or the sale of the club seat membership to 
other parties.   
 
 
 
 
 
 
 
 
 
 
 
 
 
 
As shown in Exhibit 6.16, most survey respondents were unfamiliar with the concept of a 
club seat membership and how it works.  Only 24 percent of Manhattan corporations and 
22 percent of Brooklyn/Queens corporations were familiar with the concept.   
 
 
6.5.2 Interest at Prices Tested (Club Seat Membership) 
 
After a description of the benefits of club seat memberships was provided, survey 
respondents were asked to indicate their willingness to purchase a club seat membership 
at various price points.  Exhibit 6.17 summarizes these results on the following page.   
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As shown, among those who 
indicated an interest in leasing 
a club seat at the previously 
tested prices, 35 percent of 
Manhattan respondents and 36 
percent of Brooklyn/Queens 
respondents showed some level 
of interest in club seat 
memberships priced at $7,500 
per seat, whereas 43 percent of 
Manhattan respondents and 50 
percent of Brooklyn/Queens 
respondents showed some level 
of interest in club seat 
memberships priced at $3,000 
per seat at the Barclays Center. 
 
 
6.6 Party Suites 
 
6.6.1 Initial Interest 
 
To gauge the level of interest in party suites, survey respondents were first informed 
party suites offer all of the amenities and services included in traditional suites, but may 
instead be rented on an event-by-event basis for a fee and do not require a yearly 
commitment.  Exhibit 6.18 presents the results. 
 
As shown in the exhibit, 47 percent of 
Manhattan corporations and 40 percent of 
Brooklyn/Queens corporations indicated 
some level of interest in party suites at the 
Barclays Center, ranging from “definitely 
interested” to “possibly interested.”  
Approximately three percent of Manhattan 
corporations and four percent of 
Brooklyn/Queens corporations indicated 
definite interest in renting a party suite on a 
per-game basis at Barclays Center.  
 
During one-on-one interviews conducted in 2007, party suites were regarded favorably, 
particularly among companies with dedicated entertainment budgets.  Most respondents 
perceived the party suites as a unique opportunity for employee entertaining.  Many of 
the corporate respondents in the interviews indicated a greater preference of renting party 
suites for events other than basketball, such as concerts and family shows. 
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6.6.2 Party Suite Interest at Prices Tested 
 
Survey respondents who indicated an initial interest in party suites were asked their 
willingness to rent a party suite at various price points.  Respondents were informed the 
nightly rental price for a party suite includes 60 tickets and VIP parking passes to the 
chosen event at the arena.  They were also informed each suite is fully carpeted and 
features extra-wide, theater-style seating overlooking the playing surface, with an upscale 
private lounge area behind the seating.  Exhibit 6.19 below illustrates the interest in this 
concept at the price points tested.   

 
As shown, of those showing an initial interest in the concept, 67 percent of Manhattan 
corporations and 68 percent of Brooklyn/Queens respondents showed an interest in 
renting party suites priced at $18,000 per game, whereas 77 percent of Manhattan 
respondents and 73 percent of Brooklyn/Queens respondents showed some level of 
interest in renting party suites priced at $12,000 per game at the Barclays Center. 
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6.7 New York Area Sports Facilities 
 
6.7.1 General  
 
Survey respondents were asked to indicate if they had interest in premium seating at any 
of the new facilities being developed or proposed for development in the New York/New 
Jersey area.  The facilities discussed and the levels of interest in premium seating at those 
facilities are presented in Exhibit 6.20 below. 

 
As illustrated above, nearly half of the respondents in both the Manhattan and 
Brooklyn/Queens areas had no interest in purchasing premium seating at the facilities 
discussed.  The facility which received the most interest is the new Yankee Stadium.  
Thirty-nine percent of Manhattan corporations and 33 percent of Brooklyn/Queens 
corporations expressed interest in purchasing premium seating at the new Yankee 
Stadium.  The facility which received the least interest among survey respondents is The 
Prudential Center, where only nine percent of Manhattan corporations and 11 percent of 
Brooklyn/Queens corporations expressed interest in premium seating. 
 
 
6.7.2 Impact of Other Facilities on Premium Seating Interest at the Barclays Center 
 
Respondents were asked the impact the various New York facilities would have on 
interest in leasing premium seating at Barclays Center.  The results are summarized in 
Exhibit 6.21 on the following page. 
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Overall, premium seating purchase intent at Barclays Center is only marginally affected 
by the presence of New York sports facilities under development which may undergo 
renovations.  Madison Square Garden, if renovated as currently planned, is the facility 
that would most impact Manhattan corporations’ interest in premium seating at the 
Barclays Center.  Even so, 87 percent of Manhattan respondents stated a newly renovated 
Madison Square Garden would have no impact on purchase intent at Barclays Center.  
The newly constructed Prudential Center would have the least impact of all facilities 
tested. 
 
 
6.8 Advertising 
 
6.8.1 Interest in Advertising at Proposed Arena 
 
In order to gauge the level of interest in advertising and sponsorship at Barclays Center, 
respondents were first informed advertising options could include arena signage, 
videoboard advertising, in-game promotions, broadcast advertising and many other ways 
to affiliate the company with the Barclays Center or the Nets.    
 
As shown in Exhibit 6.22, 25 percent of Manhattan corporations and 42 percent of 
Brooklyn/Queens corporations indicated some level of interest in advertising and 
sponsorship at Barclays Center, 
ranging from “definitely interested” 
to “possibly interested.”  
Approximately two percent of 
Manhattan corporations and four 
percent of Brooklyn/Queens 
corporations indicated a definite 
interest in advertising/sponsorship 
opportunities at the Barclays Center. 
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6.8.2 Impact of Other NYC Facilities on Proposed Arena Advertising 
 
Respondents were then asked how advertising opportunities at other new sporting venues 
being constructed in the New York area would impact interest in advertising and 
sponsorship at the Barclays Center.  Exhibit 6.23 summarizes the results.  
 
As shown in the exhibit, the majority 
of respondents indicated the presence 
of other New York Metropolitan 
sports facilities does not affect their 
level of interest in advertising and/or 
sponsorship at the Barclays Center.  
Specifically, 88 percent of 
Manhattan corporations and 85 
percent of Brooklyn/Queens 
corporations indicated other venues 
do not affect advertising/sponsorship 
interest levels for the Barclays 
Center or they do not typically 
advertise.   
 
 
6.9  Survey Summary 

 
The corporate surveys will serve as one of the primary vehicles in determining the level 
of support for the Barclays Center.  Through the survey process, feedback was obtained 
from the corporate community including interest levels in private suites, loge boxes, club 
seats, party suites as well as advertising and sponsorship opportunities.  Exhibit 6.24 
presents a summary of initial interest, prior to the introduction of price, of survey 
respondents to the arena concepts tested throughout the telephone survey. 

 
After initial interest was gauged and purchase intent questions were asked at specific 
price points for each concept, respondents were asked to indicate which, if any, of the 
seating concepts tested they would be most likely to purchase.  For the purposes of this 
study, this was deemed as the respondents’ “true interest” in a premium seating concept.  
Determining “true interest” ensures that only the seating concept(s) respondents would 

Exhibit 6.23
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most likely buy are factored into demand estimates.  Exhibit 6.25 illustrates the “true 
interest” of survey respondents after all premium seating concepts were discussed.    
 
 
 
 
 
 
 
 
 
 
 
As illustrated in Exhibit 6.25, the seating concepts that garnered the highest true interest 
among both Manhattan and Brooklyn/Queens corporations were traditional suites and 
club seats.   
 
Other relevant data regarding the survey results includes the following: 
 
      Background 
 

• Over one fourth of Manhattan corporations and 36 percent of Brooklyn/Queens 
corporations were quite familiar or very familiar with the plans for the Barclays 
Center.  

 
• Thirty-seven percent of Manhattan corporations and 59 percent of 

Brooklyn/Queens corporations were quite interested to very interested in 
attending events at the Barclays Center. 

 
      Suites 
 

• Initial interest in the courtside suites, without regard to price, was 43 percent for 
Manhattan corporations and 34 percent for Brooklyn/Queens corporations. 

 
• After courtside suite prices were introduced to those with an initial interest in the 

private suite concept, 30 to 39 percent of Manhattan corporations and 32 percent 
of Brooklyn/Queens corporations indicated some interest level in courtside suites.   

 
• Interest in traditional suites is greater than in courtside suites.  After traditional 

suite prices were introduced, 42 to 59 percent of Manhattan corporations and 54 
to 87 percent of Brooklyn/Queens corporations indicated some interest level in a 
traditional suite. 
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Corporations Corporations
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Traditional Suites 11% 12%
Loge Boxes 8% 8%
Club Seats 17% 15%

Exhibit 6.25
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• Nearly all corporate respondents indicated that the inclusion of other event tickets 
was either somewhat important or very important in making the decision to lease 
a suite. 

 
• Fifty percent of Manhattan corporations and 37 percent of Brooklyn/Queens 

corporations reacted favorably to the inclusion of only Nets tickets if suite prices 
were reduced by $40,000 annually. 

 
• A majority of both Manhattan and Brooklyn/Queens corporations (69 and 55 

percent respectively) prefer 5-year lease terms for traditional suites. 
 
• Approximately 40 percent of Manhattan corporations and over half 

Brooklyn/Queens corporations prefer to share a suite to reduce the overall cost. 
      

Loge Boxes 
 
• One third of Manhattan and Brooklyn/Queens corporations expressed initial 

interest in loge boxes before pricing was introduced. 
 
• Among those with an initial interest in the concept, interest for loge boxes was 

strong at the price points discussed.  Specifically, 68 to 75 percent of Manhattan 
corporations and 58 percent of Brooklyn/Queens corporations expressed some 
level of interest at the prices tested. 

 
• The majority of corporate respondents prefer a 5-year lease relative to the other 

lease options tested. 
 
• Nearly 40 percent of Manhattan corporations and nearly 65 percent of 

Brooklyn/Queens corporations expressed a desire to share a loge box in order to 
reduce the costs. 
 

Club Seats 
 
• Over one third of Manhattan corporations and nearly 40 percent of 

Brooklyn/Queens corporations expressed initial interest in leasing club seats 
before prices were tested. 

 
• Among those with an initial interest in club seats, interest remained relatively 

strong once specific prices were tested.  
 
• Most corporate respondents prefer a 5-year lease, although one third of Manhattan 

respondents preferred a 7-year or 10-year lease term. 
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• Manhattan and Brooklyn/Queens corporate respondents typically prefer to lease 
between three to four club seats, although one fourth of Manhattan corporations 
would prefer to lease eight seats or more. 

       
Club Seat Memberships 
 
• Approximately 75 percent of corporate respondents are unfamiliar with the 

concept of a club seat membership. 
 
• After learning the benefits and amenities of club seat memberships, 

approximately one third of respondents were interested in a membership that costs 
$5,000 to $7,500, while at a price of $3,000, 43 percent of Manhattan 
corporations and half of Brooklyn/Queens corporations expressed some level of 
interest.  

 
Party Suites 
 
• Nearly half of Manhattan corporations and 40 percent of Brooklyn/Queens 

corporations were interested in renting party suites prior to the introduction of 
pricing. 

 
• After testing various price levels on those with initial interest in party suites, 67 to 

77 percent of Manhattan corporations and 68 to 73 percent of Brooklyn/Queens 
corporations expressed some level of interest in party suites.  

 
New York Area Facilities 
 
• In comparing premium seating interest at other sports facilities within the New 

York area (excluding Barclays Center), half of the respondents indicated no 
premium seating interest at other facilities.  However, the New Yankee Stadium 
and Citi Field (Mets) represent those facilities for which respondents have the 
most interest.  Approximately one third of respondents are interested in premium 
seating at the new Yankee Stadium and over one fourth have an interest at Citi 
Field.  

 
• The renovated Madison Square Garden is the New York area sports facility which 

will most impact premium seating purchase decisions at the Barclays Center.  
However, this impact is only marginal, with 13 percent of Manhattan respondents 
and five percent of Brooklyn/Queens respondents indicating a potential impact.  

 
Advertising 
 
• One fourth of Manhattan corporations and 42 percent of Brooklyn/Queens 

corporations expressed an interest in advertising at the Barclays Center. 
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• The majority of respondents indicated that the presence of other New York area 
sports facilities will not affect their interest in purchasing 
advertising/sponsorships at Barclays Center. 

 
 
6.9  Market Extrapolation 
 
In order to quantify demand estimates for private suites, loge boxes and club seats, 
preliminary calculations of the demand from the population groups studied have been 
developed.  Exhibit 6.26 presents an overview of the methodology that was used to 
estimate the demand for premium seating concepts at the Barclays Center.  
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As shown in Exhibit 6.26, two sets of adjustments were made to the raw survey data in 
our calculation of demand.  As a basis for the extrapolation of market demand, 
extrapolation factors or capture rate factors were applied to certain positive responses 
(those indicating “definitely,” “likely,” or “possibly”) to questions regarding interest and 
pricing levels for the premium seating concepts tested prior to being extrapolated.  These 
factors represent discount percentages and are based on previous experience with 
numerous studies employing a similar methodology.  The adjustments reflect that, in 
reality, only a portion of those respondents indicating positive interest in any of the 
seating concepts will ultimately purchase these concepts when asked to commit. 
   
The second set of adjustments made is wider-ranging and encompasses various factors 
that could alter the base survey results.  This adjustment is made to the population of the 
group surveyed and is based on an analysis of the demographic and socioeconomic 
characteristics of the market and a review of comparable NBA programs and competitive 
teams in the region.  As with the extrapolation factor, the population reduction factor is 
subjective and based on experienced judgment.  It is important to note the preliminary 
quantification provides an indication of total market demand for these concepts based 
solely on the telephone survey conducted with New York area corporate headquarters and 
corporate branches.  The findings presented herein are based on judgmental sampling, 
and therefore should be evaluated accordingly. 
 
After these adjustments were made to the raw survey results, the demand and resulting 
revenue was projected.  The survey data used to extrapolate to the larger populations of 
each group studied reflect “true interest” data, rather than “initial interest” data as 
presented within this section.  Following the introduction of questions related to each 
premium seating concept and towards the conclusion of the survey, survey respondents 
were asked a specific question about their actual interest in premium seating at the 
Barclays Center.  Specifically, respondents indicating a positive interest in more than one 
concept were asked to indicate which, if any, of the seating concepts for which they 
showed an interest they would actually purchase.   
 
Exhibit 6.27, on the following page, presents the estimated demand for courtside suites, 
traditional suites, loge boxes and club seats at the Barclays Center from corporate 
headquarters and branches in the Manhattan and the Brooklyn/Queens area.   
 
High income households in the New York area were not studied as part of the research 
conducted in 2008 since the impetus of the market survey was to determine current 
demand levels from the corporate market for premium seating products at the Barclays 
Center.  However, in late 2007, a similar market survey for the Nets was conducted to 
determine club seat demand from New York area households with annual incomes in 
excess of $150,000.  The club seat demand estimates provided in Exhibit 6.27 include 
demand estimates from these high income households as determined in the 2007 study 
conducetd by CSL on behalf of the Nets.     
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As shown in the exhibit, total demand has been estimated utilizing the survey 
respondents’ “true interest” in the various premium seating concepts under consideration 
at the Barclays Center.   
 
Private suite demand has been calculated individually for both courtside suites and 
traditional suites.  Estimated demand for the court-level suites ranges from 14 suites at  
an annual price of $650,000 to 22 suites priced at $500,000.  Traditional suite demand 
ranges from 57 suites at the highest annual price point tested of $450,000 up to 139 suites 
at the low price point of $150,000 per year.  
 
Estimated demand for loge boxes at the Barclays Center ranges from 49 loge boxes if the 
annual price to lease a box was $80,000, the highest price point tested, to demand for 67 
loge boxes if the annual price was $50,000.  
 
Club seat interest at the arena was reviewed at three price points ranging from an annual 
price of $18,000 or approximately $400 per game to $13,500 annually which is 
approximately $300 per game.  Total estimated demand ranged from 3,060 club seats at 
the highest price point to approximately 3,520 club seats at the lowest price point.   
 
 

Exhibit 6.27
Estimated Premium Seating Demand

Brooklyn /
Manhattan Queens High Income Total

Annual Lease Corporations Corporations Households Demand

Courtside Suites 
$650,000 13 1  - 14
$500,000 21 1  - 22

Traditional Suites
$450,000 47 10  - 58
$350,000 61 10  - 71
$150,000 111 28  - 139

Loge Boxes
$80,000 26 23  - 49
$65,000 40 23  - 63
$50,000 40 26  - 67

Club Seats
$18,000 390 150 2,520            3,060
$15,750 460 150 2,590            3,200
$13,500 590 180 2,750            3,520
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6.10  Recommended Premium Program 
 
The premium seating components of any sports project are often the most important 
revenue generating source for the facility.  As such, it is critical to evaluate a number of 
issues as it relates to the appropriate program and pricing of the suites, loge boxes and 
club seats.  A recommended arena program and pricing has been developed based on the 
survey results, comparable arena information, architectural considerations and potential 
impacts of future sports facility projects coming to the Barclays Center.  Exhibit 6.28 
provides a summary of the recommended inventory and pricing for private suites, loge 
boxes and club seats at the Barclays Center. 
 

 
Private suite prices are assumed to represent a price inclusive of tickets to all events held 
at the Barclays Center.  The estimated premium seat program is consistent with the 
demand calculated from the market surveys conducted.   
 

Exhibit 6.28
Recommended Barclays Center Premium Seating Program

Potential
2009 Resulting

Inventory Price Revenue

Courtside Suites 12 $550,000 $6,600,000

Traditional Suites
Suite Level 1

Tier 1 2 $450,000 $900,000
Tier 2 12 $375,000 $4,500,000
Tier 3 16 $300,000 $4,800,000
Tier 4 22 $225,000 $4,950,000

Suite Level 2
Tier 5 2 $350,000 $700,000
Tier 6 10 $275,000 $2,750,000
Tier 7 12 $200,000 $2,400,000
Tier 8 16 $150,000 $2,400,000

Total Suites 104 $288,000 $30,000,000

Loge Boxes
Tier 1 8 $80,000 $640,000
Tier 2 12 $65,000 $780,000
Tier 3 20 $50,000 $1,000,000

Total Loge Boxes 40 $61,000 $2,420,000

Club Seats
Tier 1 700 $15,000 $10,500,000
Tier 2 1,200 $12,000 $14,400,000
Tier 3 1,400 $9,000 $12,600,000

Total Club Seats 3,300 $11,000 $37,500,000
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The purpose of this section is to estimate potential event mix and attendance levels at the 
Barclays Center.  There are a number of factors that may impact the arena’s ability to 
attract events.  Those factors have been analyzed in order to gauge the ability of a new 
facility to attract various events, including:   
 

• Event levels and physical characteristics of comparable arenas were used as 
benchmarks to gain an understanding of the types and number of events typically 
hosted by arenas.   

 
• Facilities in the New York market were analyzed to gauge the level of 

competition present in the market, and to identify strengths and niches that may 
give the Barclays Center an advantage over the competition in attracting events.   

 
• Interviews with national and local event promoters and organizers were conducted 

to obtain opinions on the Barclays Center and gauge interest in utilizing the 
venue. 

 
This information, along with knowledge of potential event markets, industry trends, and 
previous experience was used to estimate the number of events the Barclays Center could 
attract.  This analysis has been divided into the following three parts: 

 

7.1  Overview of Potential Events; 

7.2  Comparable Buildings; and 

7.3  Market Demand Summary. 

 

 
7.1  Overview of Potential Events 
 
Several event types have been considered for potential facility usage at the Barclays 
Center.  Potential events have been categorized into two types: tenant events and market-
driven events.  Tenant events typically consist of games played by sport franchises who 
serve as tenants in the venue.  Tenant events are generally scheduled well in advance and 
provide a facility with a predictable level of usage.  Tenant events evaluated as part of 
this analysis include: 

 
• NBA; 
• Minor League Hockey 
• Indoor Football; and,  
• Indoor Lacrosse. 
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Market-driven events are defined as those events that are affected by local market forces 
and characteristics.  The number of market-driven events in a given community is 
typically a function of the size of the marketplace and the number of available facilities to 
host these events.  The types of market-driven events evaluated in this section include: 
 

• Concerts; 
• Family shows; 
• Non-tenant sporting events; 
• Flat-floor events; and, 
• Miscellaneous arena events. 

 
 
7.1.1 Tenant Events 
 
NBA 

 
The Barclays Center is assumed to be host to the Nets.  On 
average, the Nets would play 41 regular season and three pre-
season games at the arena.  The Nets currently play their home 
games at the IZOD Center and experienced an average per game 
paid attendance of 12,633 during the 2008-2009 regular season 
(not including suite seats).  Typically, the development of new 
arenas can have a significant impact on attendance and ticket 
price due to the enhanced seating options and configurations.  
Exhibit 7.1 presents the change in average per game attendance 
levels for NBA franchises that have recently moved into new 
facilities. 

 Exhibit 7.1
Paid Attendance Impact of New NBA Arenas

Average Attendance(1)

Year New Old Year One Final Year Year One
Franchise Arena Opened Facility(2) Facility(3) Change Attendance Attendance Change

Los Angeles Clippers Staples Center 1999 13,557 6,162 120% 9,940 5,868 69%
Denver Nuggets Pepsi Center 1999 11,838 8,889 33% 12,152 8,431 44%
Portland Trail Blazers Rose Garden 1995 14,859 12,148 22% 17,870 12,636 41%
Philadelphia 76ers Wachovia Center 1996 14,491 9,659 50% 11,718 9,014 30%
Dallas Mavericks American Airlines Center 2001 16,612 11,115 49% 15,488 12,715 22%
Phoenix Suns US Airways Center 1992 15,134 13,562 12% 16,492 13,621 21%
Boston Celtics TD Banknorth Garden 1995 14,435 14,251 1% 16,720 13,945 20%
Indiana Pacers Conseco Fieldhouse 1999 14,043 14,447 -3% 17,745 14,864 19%
Cleveland Cavaliers Quicken Loans Arena 1994 13,225 14,985 -12% 17,631 15,828 11%
Seattle SuperSonics Key Arena 1995 12,765 13,417 -5% 15,277 13,812 11%
Chicago Bulls United Center 1994 17,458 17,102 2% 18,208 17,002 7%
Washington Wizards Verizon Center 1997 13,217 14,412 -8% 14,751 13,918 6%
Miami Heat American Airlines Arena 1999 13,209 13,160 0% 13,993 13,360 5%
Toronto Raptors Air Canada Centre 1999 15,806 12,419 27% 14,181 13,671 4%
Los Angeles Lakers Staples Center 1999 15,990 14,853 8% 15,127 15,361 -2%
San Antonio Spurs(4) AT&T Center 2002 15,644 16,671 -6% 14,595 16,350 -11%
Atlanta Hawks Philips Arena 1999 9,787 12,485 -22% 10,374 10,374 0%
Houston Rockets Toyota Center 2003 13,709 11,921 15% 13,305 12,809 4%
Memphis Grizzlies FedEx Forum 2004 10,799 12,708 -15% 13,774 12,686 9%
Charlotte Bobcats Time Warner Cable Arena 2005 10,621 12,700 -16% 9,930 12,632 -21%

Average 13,860 12,853 13% 14,464 12,945 14%

Source: League reports.
(1)Does not include suite seats
(2)Average attendance since opening of new facility
(3)Average attendance for three years prior to new facility
(4)Seating capacity at AT&T Center is more than 2,000 seats smaller than the Spurs prior home
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As shown, average per game attendance increased approximately 14 percent for NBA 
franchises in the first year after entering new buildings.  In Addition, most NBA teams 
experience a significant increase in ticket prices as they move into new facilities.  Exhibit 
7.2 presents the change in ticket prices for NBA franchises moving into new arenas since 
1999. 

 
As shown, the average ticket price at NBA arenas opened since 1999 has increased 
approximately 21 percent in the first year in the new arena over the prior year’s price.  
The Nets average ticket price was approximately $53.22 per game during the 2008-2009 
season, and it could be expected that the team could experience a ticket price increase 
moving into a new building due to the planned unique seating configuration, landmark 
facility design and the depth of the New York City marketplace. 
 
The possibility of playoff games could have a significant impact on the team and arena 
revenues as additional ticket sales, concession, merchandise and sponsorship revenue 
would be generated.  Exhibit 7.3 presents the number of Nets’ home playoff games over 
the past 17 years.  

Exhibit 7.2
NBA Ticket Price Impact of New Arenas

Average Ticket Price
Year New Old 

Franchise Arena Opened Facility(1) Facility(2) Change

Atlanta Hawks Philips Arena 1999 $41.65 $25.76 62%
Denver Nuggets Pepsi Center 1999 41.11 28.85 42%
Los Angeles Lakers Staples Center 1999 69.35 52.56 32%
San Antonio Spurs AT&T Center 2002 46.56 36.28 28%
Miami Heat American Airlines Arena 1999 47.41 40.47 17%
Dallas Mavericks American Airlines Center 2001 48.68 43.12 13%
Houston Rockets Toyota Center 2003 62.29 56.33 11%
Memphis Grizzlies FedEx Forum 2004 47.44 43.74 8%
Charlotte Bobcats Time Warner Cable Arena 2005 62.74 44.96 40%
Toronto Raptors Air Canada Centre 1999 38.20 35.10 9%
Indiana Pacers Conseco Fieldhouse 1999 44.92 44.78 0%
Los Angeles Clippers Staples Center 1999 35.09 39.87 -12%

Average $48.79 $40.99 21%

Source: League reports.
(1)Average ticket price for the year opened
(2)Average ticket price for the year prior to opening the new facility
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The New Jersey Nets made it to the playoffs in six consecutive seasons starting in the 
2001-2002 season.  Prior to this, they last made the playoffs after the 1997-1998 regular 
season and were swept in the first round, playing only one home game.  The Nets have 
qualified for the playoffs nine times over the past 17 seasons, hosting an average of 2.6 
home playoff games per season over that period.  However, for purposes of the financial 
analysis and to be conservative, no playoff games have been assumed in the event mix. 
 
Based on the analysis undertaken as a part of this study, the new arena is conservatively 
assumed to host 41 Nets regular season home games and three preseason home games 
resulting in a total attendance of 625,700 as illustrated in Exhibit 7.4. 
 
 

Exhibit 7.4
Estimated Events and Attendance

Paid
Games Attendance

Regular Season 41 14,500
Preseason 3 10,400

Total 44 625,700  
 
 
 

7.1.2 Market-Driven Events 
 
Market-driven events are defined as those events which are affected by local market 
forces and characteristics and represent events that “tour” the country.  The number of 
market-driven events in a given community is typically a function of the size of the 
marketplace and the number of available facilities to host these events.  It should be noted 
even though some of the events described herein may not currently travel to the New 
York market, there is a possibility the events may consider visiting the market in the 
future due to the development of the Barclays Center. 
 
In order to estimate the number and types of events which may potentially be held at 
Barclays Center, interviews were held with several national and local event promoters.  
These conversations provided an understanding of the Brooklyn market’s potential to 
attract various types of events.  The following is a summary of general promoter 
feedback regarding the New York event market and the potential utilization of the 
Barclays Center.  Specific feedback related to particular event types is covered in the 
corresponding sections that follow. 
 

• Promoters felt that the proposed site of the Barclays Center would position it very 
well, geographically given its relative proximity to all three of the Brooklyn, 
Queens and Manhattan markets.  It is also perceived as an ideal location because 
of its large regional population base and proximity to a mass transportation hub.  
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• There were indications that there would be little crossover between the Brooklyn 
and Uniondale (Nassau Coliseum) markets, therefore, a majority of the 
competition for arena event booking would come primarily from Madison Square 
Garden, the IZOD Center and the Prudential Center .   

 
• Many promoters felt that the Barclays Center would allow them to bring in 

incremental events into the greater New York market. 
 

• With the exceptions of the Prudential Center, existing arena facilities suitable for 
larger events in the New York market are seen as aging, and their physical 
characteristics, including lack of sufficient floor space, seating configuration 
flexibility and technological amenities, limit both the quality and quantity of 
events that can be held in the market. 

 
• Another high-profile arena in the market could allow event organizers to spread 

out marketing dollars more efficiently across increased venues and performances. 
 
 

Concerts 
 
According to Pollstar, the concert industry’s 
leading publication, major ticket sales in North 
America hit record levels for the eleventh year 
in a row in 2008.  Pollstar estimates the industry 
generated $3.9 billion in 2007 as compared to 
$3.6 billion the previous year.  The approximate 
eight percent increase in gross sales revenue is 
attributable to both rising ticket prices and 
increasing ticket sales.  Ticket prices continued 
their upward trend with the top 100 tours 
averaging $67.70 per ticket, a relatively small increase compared to the average annual 
ticket price increase over the past ten years.  The average concert ticket price has almost 
doubled over the past ten years as illustrated in Exhibit 7.5 on the following page. 
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The concert industry has undergone significant changes over the past several years, 
which have impacted the operations of live entertainment venues nationwide.  A 
summary of key trends that have emerged from the concert industry include: 
 

• The single most significant trend within the past few years has been the consolidation 
within the live entertainment industry.  These consolidations have occurred across 
various local, regional and national promotional companies, radio stations and live 
entertainment venues. 

• Talent costs have increased substantially in recent years, resulting in an upward trend 
in ticket prices. 

• Overall, total ticket revenue continues to set new records, but industry insiders have 
expressed concerns over the escalation in concert ticket prices over the past several 
years.  Insiders believe that many fans are being priced out of the market as evidenced 
by fewer sellouts and lower attendance per event overall. 

• Margins generated to promoters and concert venues have decreased significantly over 
the past several years.   

• Venue operators have increasingly relied on revenue from rent, facility fees, ticket 
sales rebates, concessions, merchandise, parking and advertising/sponsorships to 
generate incremental operating profits. 

 
Increasingly, top grossing recording artists are seeking to perform multiple dates in large 
markets with larger concert facilities rather than touring and performing in multiple 
smaller markets.  As such, concert promoters consider the population of a market as a key 

Average
Ticket Percent
Price Change

1997 $29.81 --
1998 $32.20 8.0%
1999 $36.84 14.4%
2000 $40.74 10.6%
2001 $43.86 7.7%
2002 $46.56 6.2%
2003 $50.35 8.1%
2004 $52.39 4.1%
2005 $56.88 8.6%
2006 $61.58 8.3%
2007 $62.07 0.8%
2008 $67.70 9.1%
11-Year CAGR 8.5%

CAGR = Compounded Annual Growth Rate.
Source: Pollstar.

Average Ticket Price
Top 100 Concert Tours (1997 to 2008)

Exhibit 7.5
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criterion in determining sites to route their acts.  With more than 18 million people in its 
CBSA, New York is the most populous marketplace in the nation and is therefore able to 
attract a higher number of touring acts overall.   
 
Existing competitive facilities in the New York marketplace host numerous concert and 
musical entertainment events each year.  Arenas and amphitheaters are typically the 
primary venues for concert events.  Additionally, Broadway theater productions, 
including plays, operas and other similar shows attract significant numbers of spectators.   
 
The greatest opportunity to attract concerts to the Barclays Center will likely be derived 
from the ‘large market’ concert category.  Large market concert acts generally draw 
5,000 or more spectators to a single performance.  Given capacity constraints at the 
Barclays Center, the facility will be unable to accommodate acts that typically attract 
upwards of 20,000 per performance.  However, approximately 72 percent of touring acts 
in 2007 generated attendance levels between 5,000 and 19,999 spectators and 17 percent 
generated attendance below 5,000 spectators.     
 
Exhibit 7.6 presents the historical concert activity at the four major competitive venues in 
the New York market over the past twenty years including Madison Square Garden, the 
IZOD Center, Nassau Coliseum and the Prudential Center. 

As reported to Pollstar, total concert activity in the market over the past three years has 
increased by approximately 25 to 30 percent from levels attained in the late 1990’s and 
early 2000s.  It is important to note the Prudential Center opened in late 2007 and is 
expected to host approximately 20 to 25 concerts per year according to facility 
representatives.  The opening of Prudential Center increased the number of concerts in 
New York City instead of dispersing the level of concert activity across four venues 
instead of three.   
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New York Venue Concert Activity
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Exhibit 7.7 presents the average ticket price and attendance of concert events at Madison 
Square Garden, the IZOD Center, Nassau Coliseum and the Prudential Center over the 
past three years. 

 

As illustrated, the weighted average ticket price over the most recent four years for arena 
concerts in the New York area was $83.58.  This is approximately 24 percent higher than 
the average ticket price of $67.70 for the top 100 touring acts of 2008.  The weighted 
average attendance for concerts at New York arena venues over the past four years was 
13,346. 
 
In order to further estimate the number of concerts that could potentially be held at the 
Barclays Center, interviews were held with national and local concert promoters in April 
of 2009.  The following is a summary of concert promoter feedback regarding the 
potential utilization of the Barclays Center. 
 

• Promoters contacted stated the determining factors in regard to whether they 
would utilize the new facility lay in the building's "user friendliness," the fairness 
of the rental terms, and the availability of the venue. 

 
• Promoters stated one of their main concerns in the New York market centered on 

the availability of a venue.  Since most acts perform in conjunction with a tour, 
they need to perform in a city during a certain time frame that best fits their cycle.  
Another venue in the market, depending on its booking availability, would 
alleviate this and allow additional concerts to be hosted in the New York area. 

 
• Most promoters said they look forward to having another alternative in the New 

York marketplace since availability constraints at facilities such as Madison 
Square Garden often limit their ability to bring shows to the Manhattan area.  
Some stated this was especially the case during the winter months when both the 
Knicks’ and the Rangers’ schedules run concurrently. 

 

Facility Ticket Price Attendance

Madison Square Garden $95.48 14,499
IZOD Center 69.82 12,705
Nassau Coliseum 67.84 10,596
Prudential Center 97.10 12,508

Average $82.56 12,577
Weighted Average $83.58 13,346

Source: Pollstar
Note: Prudential Center opened in October 2007. 

Exhibit 7.7
New York Area Arenas

Weighted Average Concert Ticket Price and Attendance (2005-2008)
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• Many promoters viewed the proximity and ease of access of the Barclays Center 
from downtown New York as a distinct benefit of the facility when compared to 
arenas less accessible from the Manhattan area. 

 
• Given the travel time from Manhattan, the facility was viewed as having the 

potential to compete with Madison Square Garden for certain events. 
 
• Some promoters felt the Brooklyn and Queens concert fan bases are currently 

underserved and there is room in this large market to host additional concerts.  
Promoters felt that current New York area arenas only partially meet demand 
from these two highly populated boroughs due to the fact that many are reluctant 
to travel to Manhattan, Newark or East Rutherford for concerts.     

 
• Given the majority of major arenas in the New York marketplace are somewhat 

dated, almost all promoters were enthusiastic about the possibility of a new arena 
in the market.  Promoters cited the modern docking and rigging facilities and the 
operational efficiencies a new facility will allow as reasons the facility will be 
preferred over other local arenas for certain events. 

 
• Major determining factors on where to promote concerts included the rental 

terms, ease of concert facilitation and amenities offered at the competing 
facilities.  

 
• When specifically asked if they would use the Barclays Center, most promoters 

answered they would be more than willing to bring shows there depending on the 
‘deal’ they received and the ‘newness’ of the facility would be an attraction to 
performers.   

 

Based on interviews with concert promoters and concert industry trends, Exhibit 7.8 
illustrates key assumptions that have been made with respect to projected concert levels 
in the New York marketplace and estimates for the Barclays Center. 
  

Average
Concerts Current Projected Projected

per Year (1) Market Concerts Market
Facility (2005-2008) Share (2011) Share

Madison Square Garden 62 48% 54 38%
IZOD Center 23 18% 15 10%
Nassau Coliseum 18 14% 11 8%
Prudential Center 25 (2) 20% 20 14%
Barclays Center n/a n/a 43 30%0
Total 128 100% 143 100%

Incremental Increase in Total Concerts 15 12%

(1) Average annual concert data is based on events reported to Pollstar.
(2) Reflects average number of events as reported by facility management.

New York Area Arenas
Average Annual and Projected Concert Events

Exhibit 7.8
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As illustrated on the previous page, it is assumed the total number of concerts supported 
by the market will increase by approximately twelve percent once the Barclays Center 
opens in 2011.  In addition, it has been assumed, based on promoter feedback, a 
reasonable amount of concert acts will opt to play at the Barclays Center in lieu of 
holding events at some of the more dated and less broadly accessible area venues.  
Initially, there will only be one primary tenant at the Barclays Center.  In turn, this means 
the Barclays Center will have more premium weekend nights available to host concerts 
than Madison Square Garden which has two primary sports tenants.  As such, it is 
assumed that the Barclays Center will be able to attract approximately eight concerts per 
year currently being held at the Garden.  
 
Exhibit 7.9 presents the estimated number of concerts and attendance at the proposed 
Barclays Center under two scenarios.  The first scenario assumes that the IZOD Center 
remains open and provides direct competition to the proposed arena for market-driven 
events.  The second scenario assumes that the IZOD center ceases operations, eliminating 
it as a source of competition for event booking. 

 
As shown, the Barclays Center is estimated to host 40 to 45 concert performances 
annually.  Average attendance is estimated to be between 12,000 and 14,500, resulting in 
total concert attendance of 480,000 to 652,500.  It has been assumed there will be a 
significant level of displacement of event activity.  Specifically, even if the IZOD Center 
remains open, a number of the concerts currently held there may instead be hosted at the 
Barclays Center.  If the IZOD Center ceases operations the Barclays Center will 
theoretically face decreased competition for market-driven events would benefit by 
displacing the IZOD Center as the host of a number of these performances.  In this 
scenario, it is estimated the Barclays Center could potentially host 45 to 50 events with 
average attendance ranging from 12,000 to 14,500, resulting in total attendance levels of 
540,000 to 725,000.  

IZOD Center Remains Open

Number of Events Attendance
Event Type Moderate Aggressive Moderate Aggressive Moderate Aggressive

Concerts 40 45 12,000 14,500 $75 $85

Total 40 45 12,000 14,500 $36,000,000 $55,462,500

IZOD Center Ceases Operations

Number of Events Attendance
Event Type Moderate Aggressive Moderate Aggressive Moderate Aggressive

Concerts 45 50 12,000 14,500 $75 $85

Total 45 50 12,000 14,500 $40,500,000 $61,625,000

Ticket Price

Exhibit 7.9
Estimated Demand - Concerts

Ticket Price
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Family Shows 
 

Family shows are events which cater to 
all ages.  Numerous family shows have 
recently been held at facilities across the 
New York market and surrounding 
areas.  Family shows that have played in 
the New York market include Disney on 
Ice, Disney High School Musical, 
Dancing with the Stars, the Wiggles, 
Sesame Street Live, Cirque de Soleil, 
Ringling Bros. and Barnum and Bailey 
Circus and the Harlem Globetrotters.  

Currently, the New York market is a multi-annual tour stop for most of the major family 
touring productions.  For instance, the Circus typically plays the New York market twice 
per year, performing nearly week-long productions at each of the major arena venues in 
the market.  In addition, several ice shows and family productions tour the New York 
area facilities one to two times per year, making stops ranging from three to four days 
and holding up to ten performances per stay. 
 
In order to estimate the number of family shows which could potentially be held at the 
Barclays Center, interviews were held with national family show promoters.  The 
following is a summary of family show promoter feedback regarding the potential 
utilization of the Barclays Center. 

 
• Promoters involved with Disney on Ice and Ringling Brothers and Barnum and 

Bailey Circus indicated that the Barclays Center would be well-suited for their 
productions.  They indicated that the new Arena would allow them to bring 
additional events into the New York market, citing unmet demand in the New 
York market. 

 
• Promoters stated the proposed location of the facility, in close proximity to a large 

“family base” in Brooklyn and Queens, will allow for a significant incremental 
increase in the number of successful family shows that can be brought to the New 
York market.  

 
• As with concert promoters, family show promoters indicated that the location of 

the Barclays Center will be much more convenient for residents of Brooklyn, 
Queens and perhaps even Staten Island to attend events by allowing them to avoid 
travel into Manhattan. 

 
• One of the largest family show promoters in the nation stated their company alone 

anticipates hosting 50 to 60 family shows annually at the Barclays Center, based 
upon the arena’s location, accessibility to a major transportation hub and 
proximity to large family markets. 
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• Promoters cited a lack of booking availability and flexibility at Madison Square 
Garden as reasons they would view the Barclays Center as an attractive 
alternative allowing them to tap into both the Brooklyn and Manhattan markets.  
Due to the high number of tenant events at Madison Square Garden, the facility is 
often unable accommodate the number of shows that promoters are willing to 
book and the scheduling of non-tenant events on weekends is difficult.    

 
• Several ice shows do not currently play in any facilities within the five boroughs 

and since the Barclays Center incorporates a full-sized ice sheet, it can potentially 
host multiple events.   

 
• When introduced with the possibility of the IZOD Center closing, event 

organizers indicated Barclays Center could be used to replace IZOD’s currently 
held tour dates.   

 
Exhibit 7.10 presents the estimated number of family shows that could be held at the 
Barclays Center under two scenarios with respect to the potential future operations of 
the IZOD Center.  
 

 

IZOD Center Remains Open

Number of Events Attendance
Event Type Moderate Aggressive Moderate Aggressive Moderate Aggressive

Family Shows 55 70 5,000 7,000 $30 $40

Total 55 70 5,000 7,000 $8,250,000 $19,600,000

IZOD Center Ceases Operations

Number of Events Attendance
Event Type Moderate Aggressive Moderate Aggressive Moderate Aggressive

Family Shows 65 75 5,000 7,000 $30 $40

Total 65 75 5,000 7,000 $9,750,000 $21,000,000

Ticket Price

Exhibit 7.10
Estimated Demand - Family Shows

Ticket Price

 
 
 
As shown, assuming the IZOD Center remains open, and based on interviews with family 
show promoters, it is estimated the Barclays Center could potentially host 55 to 70 family 
show events per year.  If the IZOD Center closes, it estimated the Barclay Center could 
potentially host 65 to 75 family show performances annually.  Average attendance in 
both scenarios ranges from 5,000 to 7,000.  The resulting total attendance for family 
show events is estimated at 275,000 to 490,000 if IZOD Center remains open and 
325,000 to 525,000 assuming IZOD ceases operations.  For purposes of this analysis, it 
has been assumed the Barclays Center would host a variety of family shows, including 
circus performances, children’s productions and ice shows.    
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7.1.3 Other Potential Tenant Sporting Events 
 
NHL 
 
The New York Islanders could potentially become a 
tenant of the proposed arena as well, moving from 
their current home of Nassau Veterans Memorial 
Coliseum.  Consistent with the NBA, NHL 
franchises play 41 regular season and two to three 
pre-season home games annually.  The Islanders 
have averaged 10,774 fans per game over the last 
three seasons.  Exhibit 7.11 presents the new arena 
impact on average attendance for NHL franchises 
having recently moved into new facilities. 

 
As shown, the eight NHL franchises that have moved into new facilities over the last ten 
years have experienced first-year, average per game attendance increase of approximately 
21 percent.  Exhibit 7.12 presents the first-year impact moving into a new arena has on 
ticket prices for NHL franchises. 
 

Exhibit 7.11
NHL Attendance Impact of New Arenas

Average Attendance
Year New Old First Final

Franchise Facility Opened Facility(1) Facility(2) Change Year Year Change

Florida Panthers Office Depot Center 1998 13,109 13,812 -5.1% 17,980 13,734 30.9%
Dallas Stars American Airlines Center 2001 16,489 16,600 -0.7% 18,273 16,605 10.0%
Toronto Maple Leafs Air Canada Centre 1999 18,729 15,716 19.2% 18,526 15,901 16.5%
Colorado Avalanche Pepsi Center 1999 16,539 14,959 10.6% 17,222 14,931 15.3%
Los Angeles Kings Staples Center 1999 14,808 10,933 35.5% 14,090 10,530 33.8%
Carolina Hurricanes RBC Center 1999 12,864 5,527 132.7% 9,838 6,273 56.8%
New Jersey Devils Prudential Center 2007 10,945 11,677 -6.3% 10,945 11,250 -2.7%
Phoenix Coyotes Jobing.com Arena 2003 11,378 10,536 8.0% 10,435 9,594 8.8%

Average 14,358 12,470 24.2% 14,664 12,352 21.2%

(1) Average attendance since opening of new facility
(2) Average attendance for two years prior to new facility
Source: League reports

Exhibit 7.12
NHL Ticket Price Impact of New Arenas

Average Ticket Price
New Old

Franchise Facility Facility(1) Facility(2) Change

Florida Panthers Office Depot Center $41.89 $35.88 16.8%
Dallas Stars American Airlines Center 70.93 56.50 25.5%
Toronto Maple Leafs Air Canada Centre 47.73 41.93 13.8%
Colorado Avalanche Pepsi Center 58.10 48.21 20.5%
Los Angeles Kings Staples Center 37.05 43.55 -14.9%
Carolina Hurricanes RBC Center 40.75 30.34 34.3%
New Jersey Devils Prudential Center 72.23 50.19 43.9%
Phoenix Coyotes Jobing.com Arena 47.46 44.24 7.3%

Average $52.02 $43.86 18.4%

(1)Average ticket price for the year opened
(2)Average ticket price for the year prior to opening the new facility
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As shown, the average ticket price for NHL franchises moving into new arenas 
experienced an approximate eighteen percent increase over the prior year’s price. 
 
Current design plans would see the Barclays Center constructed as a facility that is to be 
used primarily for basketball.  If built as planned, the arena would need to be retrofitted 
to accommodate the ice-making abilities the NHL requires for its franchises.  For 
purposes of this analysis, it has not been assumed that the New York Islanders would 
relocate to the Barclays Center.   
 
 
Minor League Hockey 
 
The New York metropolitan area is a strong hockey 
market and is home to the New York Rangers, New 
York Islanders and New Jersey Devils of the 
National Hockey League.  Given the interest in 
hockey in the local and regional area, a minor 
league hockey team could potentially be successful 
in the Barclays Center.  There are five minor 
hockey leagues and one Tier I junior league based 
in the U.S., consisting of varying degrees of skill 
and geographic locations, including: 
 

• AHL; 
• Central Hockey League (“CHL”); 
• ECHL; 
• United Hockey League (“UHL”);  
• United States Hockey League (“USHL”); and, 
• WHL.   
 

As with any potential minor league tenant, the ability to attract a minor league team will 
be dependent on many factors including, but not limited to providing an appropriate 
facility, identifying a local and/or existing ownership, providing favorable lease terms to 
the franchise and meeting certain season ticket and/or sponsorship sales thresholds, 
among other factors.  Exhibit 7.13, on the following page, provides a summary of 
facilities and attendance for minor league hockey markets with a CBSA population of 1.5 
million or above.  
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As illustrated, the average minor league hockey attendance in all markets with a CBSA 
population of 1.5 million was just under 5,000 fans per game in 2008-2009.  Due to the 
popularity of hockey in the region and the lack of a franchise in the New York 
metropolitan area, a minor league hockey tenant may prove to be viable tenant at the 
Barclays Center.  However, since no formal plans are currently under way to attract a 
franchise to the Barclays Center, it has been assumed that the Barclays Center will not 
host a minor hockey league tenant in the immediate future and minor league hockey 
events have been excluded in the projected event demand.  If the Barclays Center were to 
host a minor league hockey team in the future, these additional events would be 
incremental to the demand estimates presented herein. 
 
 
Indoor Football  
 
The landscape for indoor football in the United States was altered when the sport’s two 
most significant leagues ceased operations in late 2009.  During the 2008 season, the 
Arena Football League (“AFL”) had 17 franchises playing home games in major markets 
across the United States.  The AFL’s developmental league, af2, was formed in 2000 as a 
means of warding off competition from smaller leagues with af2 teams generally playing 
in smaller cities and venues than AFL teams.  Although the AFL was the largest and most 
prominent indoor football league in North America, both the AFL and af2 discontinued 
operations in 2009.  In September 2009, the Arena Football 1 league was formed by 
multiple former AFL and af2 teams with the intention of filling the void left by the two 
disbanded leagues. 
 
There are currently four established professional indoor football leagues operating in the 
U.S. including: 

• American Indoor Football Association (“AIFA”); 
• Indoor Football League (“IFL”); 

Hockey Average
Team City League Population Arena Capacity Attendance (2)

Chicago Wolves Rosemont, IL AHL 9,584,686 Allstate Arena 18,000 7,093
Texas Brahmas N. Richland Hills, TX CHL 6,164,066 NYTEX Sports Centre 2,300 2,064
Philadelphia Phantoms Philadelphia, PA AHL 5,855,076 Wachovia Spectrum 17,380 6,179
Houston Aeros Houston, TX AHL 5,665,312 Toyota Center 18,500 5,795
Gwinnett Gladiators Duluth, GA ECHL 5,357,017 Arena at Gwinnett Center 11,355 5,559
Lowell Devils Lowell, MA AHL 4,458,397 Paul Tsongas Arena 7,800 2,253
Worchster Sharks Worchester, MA AHL 4,458,397 DCU Center 14,000 3,808
Everett Silvertips Everett, WA WHL 3,270,362 Comcast Arena 8,200 6,100
Seattle Thunderbirds Seattle, WA WHL 3,270,362 Kent Event Center 6,125 4,137
Portland Winterhawks Portland, OR WHL 2,182,734 Memorial Coliseum Arena 12,888 3,648
San Antonio Rampage San Antonio, TX AHL 1,985,591 SBC Center 18,500 5,088
Las Vegas Wranglers Las Vegas, NV ECHL 1,875,245 Orleans Arena 7,000 4,621
Norfolk Admirals Norfolk, VA AHL 1,664,349 Scope Arena 10,500 4,109
Milwaukee Admirals Milwaukee, WI AHL 1,512,283 Bradley Center 18,633 5,831

Average 4,093,134 12,227 4,735

Sources: Claritas; Official AHL, CHL and ECHL websites
(1) Markets with a population of 1.5 million and above

(2)  Represents average per-game for the 2008-2009 season.

Exhibit 7.13
Summary of Minor League Hockey Attendance in Major Markets (1)
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• American Professional Football League (“APFL”); and, 
• Continental Indoor Football League (“CIFL”).  

 
The four indoor football leagues currently operating were all formed between 2003 and 
2006 and have achieved varying levels of success and stability.  However, these leagues 
typically operate in smaller regional markets not comparable to the New York 
marketplace. 
 
Although the AFL and af2 are no longer in operation, a brief analysis was conducted on 
both former leagues.  The analysis was performed as a means of assessing potential 
future market demand if a new indoor football league or leagues are formed in major 
United States markets in the future.  
 
 
Arena Football League 
 

The AFL was founded in 1987.  AFL teams 
played in large arenas in major U.S. cities and 
featured such high-profile owners as NFL 
owners, ex-NFL players, NHL and NBA 
owners, music stars and media moguls.  The 
AFL was the second longest running 
professional football league in the U.S., behind 
only the NFL.   
 

In 2008, the League was comprised of seventeen franchises located across the country.  
The 119-game, 15-week regular season spanned from January through June.  The League 
had experienced attendance increases in each year of its existence but following the 2008 
season the League experienced financial hardship and was forced to cancel the 2009 
season with plans to resume play in 2010.  However, in September 2009, the league 
officially disbanded and ceased operations.  Exhibit 7.14, on the following page, presents 
the 2008 AFL franchises, each team’s home venue and the 2007 season attendance 
figures achieved at each venue. 
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As shown, a majority of the seventeen AFL franchises played in relatively large venues 
ranging in size from the 10,800-seat Van Andel Arena to the 18,500-seat American 
Airlines Center Forum.  It is important to note that eight of these seventeen teams played 
in arenas with current NBA tenants and four additional franchises played in NHL-only 
arenas. The average per game attendance in 2007 ranged from a low of 5,383 for the 
Cleveland Gladiators to a high of 16,645 for the New Orleans VooDoo.  The average per 
game league attendance represented approximately 71 percent of average venue capacity. 
 
The AFL had a history in the New York market when the New Jersey Red Dogs played 
home games at the IZOD Center from 1997 through the 2000 season.  Following the 
2000 season, the franchise changed ownership groups and was renamed the New Jersey 
Gladiators and continued playing at the IZOD Center for the 2001 and 2002 season 
before relocating to Las Vegas prior to the 2003 season.  The Iowa Barnstormers were 
relocated to Long Island by the New Jersey Devils ownership prior to the 2002 season.  
They changed the name to the New York Dragons and played their home games at 
Nassau Coliseum until the league folded.  The Dragons average attendance was 9,439 per 
game in 2007.  The Dragons were owned by Charles Wang until July of 2008 when an 
investment group lead by Steve Silva purchased the team.   
 
As the AFL has disbanded and the future of potential replacement indoor football leagues 
is uncertain, it has been assumed the Barclays Center would not initially host an indoor 
football franchise in the immediate future and this has been excluded from projected 
event demand.  If the Barclays Center were to host an indoor football team in the future, 
these additional events would be incremental to the demand estimates presented herein. 
 

Exhibit 7.14
AFL Franchises and Facilities

2007
Year Reported

Franchise Facility Opened Capacity Attendance

New Orleans VooDoo New Orleans Arena 1999 16,500 16,645
Philadelphia Soul Wachovia Center 1996 17,500 15,841
Tampa Bay Storm St. Pete Times Forum 1996 19,500 15,788
Chicago Rush Allstate Arena 1980 16,000 15,609
Colorado Crush Pepsi Center 1999 17,400 15,049
Utah Blaze EnergySolutions Arena 1991 14,000 14,289
Columbus Destroyers Nationwide Arena 2000 17,200 14,044
Orlando Predators Amway Arena 1989 16,000 13,626
San Jose SabreCats HP Pavilion at San Jose 1993 17,100 13,278
Los Angeles Avengers Staples Center 1999 18,100 13,244
Dallas Desperados American Airlines Center 2001 18,500 13,004
Kansas City Brigade Sprint Center 2007 17,300 11,894
Georgia Force The Arena at Gwinnett Center 2003 11,000 11,369
Arizona Rattlers US Airways Center 1992 16,200 10,077
New York Dragons Nassau Coliseum 1972 16,200 9,439
Grand Rapids Rampage Van Andel Arena 1996 10,800 6,549
Cleveland Gladiators Quicken Loans Arena 1994 18,000 5,383

Average 1995 16,312 12,655

Source: 2008 Revenue From Sports Venues
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Arena Football 2  
 
The af2 played its first season in 2000 with a total of fifteen teams, and in 2009 the 
league fielded 25 teams.  Each af2 franchise played a sixteen game schedule spanning 
from late March through late July, culminating in the ArenaCup championship game in 
late August.  Exhibit 7.15 below summarizes the 2008 af2 teams, arenas and attendance. 

 
As shown, the average af2 arena had a capacity of approximately 10,900, with a high of 
23,500 in Lexington, KY, and a low of 4,900 in Amarillo, TX.  Average attendance was 
approximately 5,000 people per game in a recent year, with a high of 10,600 in Spokane, 
WA, and a low of 2,500 in Fresno, CA.   
 
As mentioned previously, af2 ceased operations in 2009 and the future of a potential 
league that might replace af2 is currently uncertain.  Therefore, it has been assumed the 
Barclays Center would not likely host an indoor football franchise in the immediate 
future and these events have been excluded from projected event demand.  If the Barclays 
Center were to host an indoor football team in the future, these additional events would 
be incremental to the demand estimates presented herein. 
 
 

Average
Team Arena City Capacity Attendance

Spokane Shock Spokane Arena Spokane, WA 11,000 10,569
Oklahoma City Yard Dawgz Ford Center Oklahoma City, OK 19,675 7,611
Green Bay Blizzard Resch Center Green Bay, WI 11,000 5,790
Manchester Wolves Verizon Wireless Arena Manchester, NH 10,019 5,713
Wilkes-Barre/Scranton Pioneers Wachovia Arena Wilkes-Barre, PA 8,300 5,401
Arkansas Twisters Alltel Arena North Little Rock, AR 18,000 5,329
Stockton Lightning Stockton Events Center Stockton, CA 10,000 5,290
Florida Firecats Germain Arena Estero, FL 7,000 5,270
South Georgia Wildcats Albany Civic Center Albany, GA 10,240 5,150
Tulsa Talons Tulsa Convention Center Tulsa, OK 7,000 5,028
Boise Burn Qwest Arena Boise, ID 5,006 4,925
Rio Grande Valley Dorados Dodge Arena Hidalgo, TX 6,800 4,687
Albany Firebirds Times Union Center Albany, NY 15,000 4,587
Tri-Cities Fever Toyota Center Kennewick, WA 5,861 4,520
Tennessee Valley Vipers Von Braun Center Huntsville, AL 6,700 4,405
Bossier-Shreveport Battle Wings CenturyTel Center Bossier City, LA 12,500 4,175
Mahoning Valley Thunder Chevrolet Centre Youngstown, OH 5,700 4,110
Quad City Steamwheelers iWireless Center Moline, IL 10,500 3,949
Corpus Christi Sharks American Bank Center Corpus Christi, TX 6,000 3,505
Amarillo Dusters Amarillo Civic Center Amarillo, TX 4,900 3,039
Central Valley Coyotes Selland Arena Fresno, CA 10,200 2,519
Kentucky Horseman Rupp Arena Lexington, KY 23,500 new to af2
Milwaukee Iron Bradley Center Milwaukee, WI 19,000 new to af2
Iowa Barnstormers Wells Fargo Arena Des Moines, IA 17,000 new to af2
Peoria Pirates Peoria Civic Center Arena Peoria, IL 10,400 new to af2

Average 10,852 5,027

Source: 2008 Revenues from Sports Venues

Exhibit 7.15
af2 Arenas and Attendance
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Indoor Lacrosse 
 

Currently, the NLL is the only major professional indoor 
lacrosse league operating in the U.S.  The NLL began 
operations in 1986 as the Major Indoor Lacrosse League.  In 
2008-2009, the NLL fields 12 teams, including nine in the U.S. 
and three in Canada.  NLL teams primarily play in large 
markets in NHL arenas, as the game is played on artificial turf 
placed on top of a hockey ice.   
 

NLL teams play a sixteen game regular season schedule (eight home games) that spans 
from January through April, culminating in the Champions’ Cup in early May.  Exhibit 
7.16 provides an overview of the NLL’s teams, arenas and attendance.  

 
Average league attendance is 9,900 per game, versus an average total capacity of 
approximately 17,700.  Attendance averages range from approximately 4,100 at San Jose 
Pavilion to approximately 18,000 at HSBC Center.  Venue capacity ranges from 11,200 
in Rochester to 19,500 in Philadelphia.  
 
As there is currently a NLL franchise playing at Madison Square Garden, it has been 
assumed that the Barclays Center would not initially host a NLL franchise but may be an 
attractive alternative in the future given the large population base of the market.  As such, 
lacrosse events have been excluded from the projected event demand.  If the Barclays 
Center were to host a lacrosse team in the future, these additional events would be 
incremental to the demand estimates presented herein. 
 
 

Average
Team Arena City Capacity Attendance

Buffalo Bandits HSBC Arena Buffalo, NY 18,690 17,989
Colorado Mammoth Pepsi Center Denver, CO 18,007 16,480
Toronto Rock Air Canada Centre Toronto, ON 18,819 13,731
Minnesota Swarm Xcel Energy Center St. Paul, MN 18,064 12,112
Calgary Roughnecks Pengrowth Saddledome Calgary, AB 19,289 10,400
Philadelphia Wings Wachovia Center Philadelphia, PA 19,519 10,339
Edmonton Rush Rexall Place Edmonton, AB 16,839 8,326
Rochester Knighthawks Blue Cross Arena Rochester, NY 11,215 7,370
Portland Lumberjax Rose Garden Arena Portland, OR 18,280 7,244
Boston Blazers TD BankNorth Garden Boston, MA 17,565 6,409
New York Titans Madison Square Garden New York, NY 18,200 4,474
San Jose Stealth HP Pavilion San Jose, CA 17,496 4,129

Average 17,665 9,917

Source: CSL International research, 2009.

Exhibit 7.16
NLL Teams and Arenas
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Non-Tenant Sporting Events 
 
In addition to the tenant sports discussed previously, the Barclays Center could host a 
number of touring, non-tenant sports events such as wrestling, rodeos, monster truck 
shows, motocross races, extreme sports, figure skating, and tennis.  While events such as 
wrestling and exhibitions are generally one-time performances, other events such as 
rodeos and motocross events have the potential to play several consecutive performances 
at each tour stop.  The facility would also have the potential to host local and regional 
high school and college athletics events including NCAA basketball tournaments.   
 
Exhibit 7.17 presents the estimated number and attendance of other sporting events at the 
Barclays Center.  As shown, it is estimated the Barclays Center could potentially host 20 
to 25 other sporting events annually if IZOD Center remains open.  These events are 
estimated to average between 7,000 and 8,000 attendees for a total attendance draw of 
140,000 to 200,000.  However, if IZOD Center closes, it is estimated that the Barclays 
Center could potentially host 20 to 30 other sporting events annually.  These events are 
also estimated to average between 7,000 and 8,000 attendees for a total attendance draw 
of 140,000 to 240,000.  It has been assumed the Barclays Center will host a variety of 
other sporting events including, but not limited to, college basketball, professional 
wrestling, motorsports and high school sporting events.  

 

 
Miscellaneous Arena Events 
 
Other market driven events which may potentially be hosted in the Barclays Center 
include participatory events, career fairs, speaking engagements, community events and 
other such activities.  These events could provide significant levels of facility utilization. 
 
 
Flat Floor Events 
 
The market potential for flat floor shows (conventions, trade shows and public shows) is 
derived from a variety of demand segments.  Each of these segments have unique 

IZOD Center Remains Open

Number of Events Attendance
Event Type Moderate Aggressive Moderate Aggressive Moderate Aggressive

Other Sports 20 25 7,000 8,000 $25 $35

Total 20 25 7,000 8,000 $3,500,000 $7,000,000

IZOD Center Ceases Operations

Number of Events Attendance
Event Type Moderate Aggressive Moderate Aggressive Moderate Aggressive

Other Sports 20 30 7,000 8,000 $25 $35

Total 20 30 7,000 8,000 $3,500,000 $8,400,000

Ticket Price

Exhibit 7.17
Estimated Demand - Other Sports

Ticket Price
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characteristics in terms of usage patterns, seasonality and utilization.  A trade show, may 
require a certain amount of hotels nearby to house out-of-town attendees.  Public and 
consumer shows, conversely, draw primarily from the local area.  Examples of these are 
art, craft, auto and boat shows.  It is assumed the number of flat floor events held at the 
Barclays Center will be within the range of event levels experienced at the other facilities 
analyzed herein. 
 
 
7.2  Comparable Buildings 
 
Event levels were compiled for other sports arenas around the U.S. to better understand 
the potential event levels which may be hosted by the Barclays Center.  Exhibit 7.18 
presents the tenants and other events for a number of additional facilities hosting NBA 
and/or NHL franchises. 

 
 
As shown, the average arena analyzed above hosts 92 tenant events and 66 other events 
for an average of 161 events per annum.  The Nets will be anchor tenants at the Barclays 
Center.  It is also possible that facility management may potentially attract additional 
tenants such as an arena football, lacrosse or collegiate basketball program.  The Barclays 
Center’s location in such a large and densely populated market situate it favorably to 
attract other, market-driven events well within the range of the comparable buildings 
analyzed herein. 
 
 

Total Total
Family Other Other Tenant Other Total

Facility NBA NHL Other Concerts Shows Sports Events Events Events Events

Staples Center 101 45 26 28 26 13 7 172 74 246
Madison Square Garden 45 45 26 70 28 18 0 116 116 232
Air Canada Centre 47 46 9 53 26 3 0 102 82 184
Rose Garden 45 0 43 42 45 8 0 88 95 183
Toyota Center 48 0 40 50 22 3 18 88 93 181
American Airlines Center 48 46 9 16 54 0 7 103 77 180
Wachovia Center 45 53 23 24 20 10 3 121 57 178
Quicken Loans Arena 45 0 53 25 50 5 0 98 80 178
TD Banknorth Garden 45 45 0 30 36 15 5 90 86 176
Verizon Center 48 46 33 29 4 10 5 127 48 175
United Center 49 55 0 18 70 2 5 104 95 199
IZOD Center 45 0 9 30 60 0 27 54 117 171
Ford Center 45 0 44 23 8 33 6 89 70 159
Philips Arena 45 44 18 31 7 9 3 107 50 157
AT&T Center 53 0 74 15 5 0 0 127 20 147
Time Warner Cable Arena 45 0 33 11 15 27 12 78 65 143
Pepsi Center 47 45 16 13 3 6 4 108 26 134
Prudential Center 0 44 33 25 16 10 2 77 53 130
Orlando Events Center 45 0 43 20 23 5 25 88 73 161
Conseco Fieldhouse 45 0 23 13 5 15 3 68 36 104
FedEx Forum 45 0 22 15 5 6 8 67 34 101
American Airlines Arena 45 0 0 21 18 9 7 45 55 100
Nassau Coliseum 0 44 8 18 8 2 0 52 28 80

Average 45 24 25 27 24 9 6 94 67 161

Note: Represents the most recently available annual event schedule.  

Exhibit 7.18
Comparable Building Event Levels

Other EventsTenant Events
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Seating Inventory 
 
New York currently is home to four arenas accounting for approximately 72,581 seats.  
There are a number of markets around the country that host multiple competitive venues. 
As such, in order to gauge the New York market’s ability to support an additional venue, 
the arena seating inventory of the 20 largest U.S. markets was analyzed.  Exhibit 7.19 
summarizes the seating capacities of relevant spectator facilities within each market.  For 
purposes of this analysis, a spectator facility is defined as an arena or theater with the 
capability to host sporting events, concerts, family shows or other related events. 
 

 

Exhibit 7.19
CBSA Population Per Seat

20 Largest U.S. Markets

Core Based Total 2009 Population
Rank Statistical Area (CBSA) Arenas Capacity Population Per Seat

1 New York 4 72,581 18,870,038 260.0
2 Atlanta 2 29,750 5,494,339 184.7
3 Houston 3 32,539 5,819,069 178.8
4 Chicago 4 59,300 9,602,177 161.9
5 Los Angeles 6 85,267 13,223,432 155.1
6 Tampa 1 19,758 2,708,430 137.1
7 Phoenix 2 33,005 4,351,309 131.8
8 Dallas-Fort Worth 5 48,475 6,348,826 131.0
9 Washington-Baltimore 3 44,200 5,389,073 121.9

10 Philadelphia 4 49,280 5,852,669 118.8
11 Miami 3 46,688 5,526,833 118.4
12 San Diego 2 28,100 3,021,921 107.5
13 Boston 3 43,505 4,495,827 103.3
14 Minneapolis 2 37,070 3,258,197 87.9
15 San Francisco 3 49,310 4,302,272 87.2
16 Detroit 3 51,210 4,451,070 86.9
17 St. Louis 3 40,100 2,811,262 70.1
18 Seattle 3 46,695 3,270,362 70.0
19 Cleveland 2 33,610 2,082,449 62.0
20 Denver 4 41,511 2,528,842 60.9

Average (excluding NY) 3.1 43,125 4,975,703 115.4

Source: 2008 RSV and 2008 AudArena Guide

New York Based on Average 163,519 18,870,038 115.4
Existing Seating Capacity in NY (72,581)
Unmet Demand Based On Top 20 Markets 90,938

New York Based on Top 10 Markets* 128,894 18,870,038 146.4
Existing Seating Capacity in NY (72,581)

Unmet Demand Based On Top 10 Markets 56,313
*Top ten markets excluding New York

Note: Represents the capacity for tenant events.  If facility hosts hockey and basketball events, the 
basketball capacity was used.  
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As shown in the previous exhibit, the average population per seat in the New York CBSA 
is 260.0.  Assuming New York was able to support a consistent number of seats as the 
average of the top 20, the New York market would contain 163,519 seats or 90,938 seats 
beyond what is currently in the marketplace.  When considering only the ten largest U.S. 
markets, the average ratio of people per seat falls to 146.4, resulting in an unmet demand 
of 56,313 seats when applied to the New York market population.  Even with the large 
number of new or renovated sports venues and inclusive of the Barclays Center, the NYC 
CBSA has higher population per seat and higher population per event than other major 
CBSAs.  This data suggests there is demand for additional events in the marketplace. 
 
 
Comparable Market Event Analysis 
 
An analysis of event levels experienced at spectator facilities in several of the top 
national markets, including New York, Los Angeles, Washington, San Francisco, 
Dallas/Fort Worth, Miami, Chicago and Atlanta was completed.  A breakdown of events 
held at each facility in the market by category type was performed.  Exhibit 7.20 presents 
a summary of the total events, by event category, hosted in these markets.  
  

Comparable Market Event Summary

Number of Events
New Unmet Los San Dallas/

Event Category York Demand (1) Angeles Washington Francisco Ft. Worth Miami Chicago Atlanta Average (2)

Major tenant events (3) 249 78 251 112 100 103 88 121 107 126
Other tenant events(4) 50 57 85 35 8 0 37 82 41 41
Concerts 143 95 148 51 53 129 48 102 110 92
Family shows 112 115 131 30 71 131 52 141 55 87
Other events 59 149 169 67 96 64 64 54 47 80

Total 613 494 784 295 328 427 289 500 360 426

Market Population (000's) 18,870 18,870 13,223 6,349 4,302 6,349 5,527 9,602 5,494 7,264

Population Per Event (000's)
New Excess Los San Dallas/

Event Category York Population (5) Angeles Washington Francisco Ft. Worth Miami Chicago Atlanta Average (2)

Major tenant events(3) 76 18 53 57 43 62 63 79 51 58
Other tenant events(4) 377 165 156 181 538 n/a 149 117 134 213
Concerts 132 46 89 124 81 49 115 94 50 86
Family shows 168 69 101 212 61 48 106 68 100 99
Other events 320 220 78 95 45 99 86 178 117 100

Total (000's) 31 14 17 22 13 15 19 19 15 17
.

(1) Potential unmet demand for the New York area population based on average number of events in other major markets.
(2) Average excluding New York.
(3) Major tenants are considered to be franchises in the NBA, NHL, AFL or WNBA.
(4) Other tenant events include minor league hockey, indoor lacrosse, indoor soccer and college basketball teams.
(5) New York population per event exceeding the average population per event in the other major markets.

Exhibit 7.20

 
 
As shown, the New York market hosts approximately 613 events annually versus an 
average of 426 events among the comparable major markets.  This represents 
approximately 44 percent more events held in New York than the average of the other 
markets.  However, when the population of New York is taken into consideration, it is 
likely that the market could be underserved relative to these other markets.  Based on the 
ratio of average events (426) to the average population of the major markets (7.3 million), 
it is estimated that there is a potential to support an additional 494 events in the New 
York marketplace.  As shown, the average population per event for the comparable 
markets is approximately 17,000 people per event as compared to 31,000 people per 
event in the New York market.  Based on this, the New York market has approximately 



 
7.0 Event Market Demand 

 
155

14,000 more people per event than comparable major markets which can be an indicator 
of the market’s capacity to host additional events.   
 
 
7.3  Market Demand Summary 
  
An analysis of event levels at comparable and competitive facilities as well as the 
promoter interviews outlined in this section has been used to estimate potential event 
demand at the Barclays Center.  Exhibit 7.21 presents total event estimates assuming that 
the IZOD Center remains open.  

 
As shown, assuming that the IZOD Center remains open, tenant events would be 
constant, however, the Barclays Center would face direct competition with all existing 
venues in the market for event booking.  In this scenario, it is estimated total event levels 
at Barclays Center could range from 184 to 214 total events, resulting in attendance 
ranges of approximately 1.7 million in the moderate scenario to 2.4 million in the 
aggressive scenario.  The development of the Barclays Center will provide the 
marketplace with a state of the art facility which can better serve the concert and family 
show promoters.  It is expected the Barclays Center will likely generate incremental 
events currently unavailable in the marketplace due to a lack of availability and 
amenities.  It is also likely the Barclays Center will attract a number of events currently 
held at other area venues.  If the IZOD Center ceases to operate after the opening of the 
Barclays Center, the new arena could accommodate many of those events as well as 
incremental events.  Exhibit 7.22 presents the estimated market demand assuming that the 
IZOD Center closes, by event type. 
 

Number of Events
Event Type Moderate Aggressive Moderate Aggressive

Nets 44 - 44 14,000 - 16,500
Concerts 45 - 50 12,000 - 15,000
Other Sports 20 - 30 7,000 - 8,000
Family Shows 65 - 75 5,000 - 7,000
Fixed-Fee Rentals 30 - 35 7,500 - 9,500

Total 204 - 234 1,846,000 - 2,573,500

Attendance

Exhibit 7.22
Estimated Event Demand - IZOD Center Ceases Operations

 

Number of Events
Event Type Moderate Aggressive Moderate Aggressive

Nets 44 - 44 14,000 - 16,500
Concerts 40 - 45 12,000 - 15,000
Other Sports 20 - 25 7,000 - 8,000
Family Shows 55 - 70 5,000 - 7,000
Fixed-Fee Rentals 25 - 30 7,500 - 9,500

Total 184 - 214 1,698,500 - 2,376,000

Exhibit 7.21
Estimated Event Demand - IZOD Center Remains Open

Attendance
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