Stolzman, Rob

From: Stolzman, Rob

Sent: Sunday, March 28, 2010 9:54 PM

To: 'meorso@kingstoncap.com'

Cc: Stokes, Keith, msaul@riedc.com; Hashway,Fred

Subject: RE: REIDC/38 Studios

Attachments: 38 Studios RIEDC Letter 3_28 Clean Draft. DOC; 38 Studios RIEDC Letter 3_28 Marked
Draft. DOC

Hi Michael. Mike Saul confirmed for me that the RIEDC agrees with you on the investment fund. Accordingly, | attach
an updated marked and clean draft reflecting the changes discussed in our most recent emails below (the formatting
headers are not reflected on the marked draft - a reflection of my Microsoft Qutiook 7 ward processing skills, or lack
thereof).

| think we are in agreement on the document,
Open matters include:

3. Full execution of the NDA.

b. Is Gordon coming to Maynard tomorrow morning?

¢ Were you able to review the draft of this letter with him this weekend?

d. From Keith Stokes’s earlier email, were you able to begin seeing if Curt is available to meet with Senate Pres,
Paiva-Weed tomorrow night (assuming Curt is not attending a Passover Seder)

Michael, thanks so much for facilitating this opportunity for Rhode Island. | look forward to seelng you tomorrow in
Maynard. | think Mike Saul and | are the only two attending from the RIEDC (Mike, I'll meet you at your office at 8:30 to
depart for Maynard for 10:00).

Yours,
Roh

Robert |. Stolzman, Esq.

ADLER POLLOCK & SHEEHAN P.C.
One Citizens Plaza, 8th Floor
Providence, Rl 02903

E-Mail rstolzman@apstaw.com
Phaone 401.274.7200

Fax 401.751.0604
Visit our website at wWww . apsiaw.com

ADLER POLLCTK (Q SHEEHAN PC.

To comply with IRS regulations, we advise that any discussion of Federal tax issues in this e-mail is not intended or
written 1o be used, and cannot be used, {i) to avoid any penalties imposed under the Internal Revenue Code or (i) to
promote, market or recommend to another party any transaction or matter addressed herein.

This e-mail message is confidential and is intended only for the named reciplent(s). It may contain information that is
subject to the attorney client privilege or the attornay work-product doctrine or that is otherwise exempt from disclosure
gnder ;pplicable law. If you have received this e-mail message in error, or are not the named recipient(s), please
immediately notify the sender and delete this message from your computer and destroy all copies. Thank you,

From: mcorso@kingstoncap.com (maiito:mcorso@kingstoncap.com]
Sent: Saturday, March 27, 2010 8:58 PM

APS017421




To: Stolzman, Rob
Cc: Stokes,Keith; msaul@riedc.com; Hashway,Fred
Subject: RE: REIDC/38 Studios

Raob:

I don't think we need to get into acquisition language and 1 thought that in our discussions we were not
going to get Into the detalls of the fund. With regards to managing the fund, and Michael can speak to
this point, it was the intent that RIEDC just to have a seat at the table. It would still be managed by 38
for start ups,

Michael

Michael D. Corso

Kingston Capital Group, LLC
155 Chestnut Street
Providence, RI 02903

tel 401-454-0800

fax 401-537-9154

cell 401-226-4081

-------- Original Message --------

Subject: RE: REIDC/38 Studios

From: "Stolzman, Rob" <RStolzman@apslaw.com>

Date: Sat, March 27, 2010 2:32 pm

To: "Michael” <mcorso@kingstoncap.com>

Cc: "Stokes, Keith" <kstokes@riedc.com>, <msaul@riedc.com>, "Hashway,
Fred" <fhashway@riedc.com>

Hi Mike. The RIEDC recognizes that it will not have a lien on the SPE held IP currently pledged to support the
“completion bond” until the console game is published by EA, at which point the EA lien will be released and the
RIEDC will have a lien on that IP as well as the other assets. | can tweak your language to address that, and, qf
course, the details of that concept will be worked out and agreed upon in the actual loan documents. This LOl is
intended to Iay out only the essential concepts of the deal, not the exact language.

Alang those lines, at the last meeting at your office we discussed the concept of the investment fund intended to
be a joint fund for jointly managed programs (one of which could be assistance in funding additional industry
acquisitions by 38 Studios should that mean moving or creating substantial new jobs in RI). The jointly
managed and held fund, and the parenthetical acquisition concepts appear lost in your language.

Additionally, it occurs to me that this document should have a signature line of acceptance for 38 Studios so
that the legislation may be submittad for the moral ob.

So, if ak with the RIEDC and 38 Studios, |'ll amend the document and circulate tomorrow (Sunday) to refiect the
above matters,

Thanks,

Rob
----- Original Message-----

From: Michael [mailto:meorso@kingstongap.com]

Sent: Saturday, March 27, 2010 5:47 AM

To: Stolzman, Rob

Cc: Stokes, Keith; <msaul@riede.com>; Hashway, Fred
Subject: Re: REIDC/38 Studios

Rob:
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Thanks for the term sheet. Just a few comments. We modified the definition of collateral
and the fund establishment section, both of which are below. Also we would like to be able
to take advantage of the tax exempt bonds under the recovery zone

bond program assuming we qualify. Let me know what you think,

Michael

Collateral: collateral assignment of all assets of the borrower now owned and hereafter acquired
including but not limited to intellectual property, applicable licenses, contracts, receivables and
work product. We recognize that a portion of the borrower’s assets are held in a wholly owned
subsidiary, the ownership interest of which will be piedged to the RIEDC, and that such assets
are otherwise pledged in connection with the publishing agreement with Electronic Arts and
unavailable to act as collateral for this credit facility.

(a) A percentage of the funds available from (b) above shal) be used by 38 Studios to establish
an investment fund that will provide seed capital and the like to companics involved in

the video game and digital media industry in Rhode Island. These investments will be in
conjunction with an overall program to be developed and operated jointly between 38 Studios
and the RIEDC. RIEDC will have a designee on the investment committee of the fund;

On Mar 26, 2010, at 4:41 PM, "Stolzman, Rob” <RStolzman@apslaw.com> wrote!

Hi Mike. Thank you for getting comments to me on the draft letter of intent, I
attach hereto a marked and clean copy of the draft reflecting your comments and
what we discussed yesterday. RIEDC staff has not yet reviewed these drafts, so
there may be a tweak or two, but it appears as if the parties are very close. |
assume you are working on this this weekend with various parties, [ am available
all weekend if that is helpful to you. My cell no. Is 401 263 7244,

We look forward to seeing you on Monday.

Yours,

Rob

Robert I. Stolzman, Esg.

ADLER POLLOCK & SHEEHAN P.C.

One Citizens Plaza, 8th Floor

Providence, Rl 02903

E-Mail rstolzman@apslaw.com

Phone 401.274.7200

Fax 401.751.0604

Visit our website at www.apsiaw.com
<image001.png>

To comply with IRS regulations, we advise that any discussion of Federal tax issues in this e-
mail is not intended or written to be used, and cannot be used, (i) to avoid any penalties
imposed under the Internal Revenue Code or {ii) to promote, market or recommend to another
party any transaction or matter addressed herein.

This e-mail message is confidential and is intended only for the named recipient(s). It may
contain information that is subject to the attorney client privilege or the attorney work-product
doctrine or that is otherwise exempt from disclosure under applicable law. If you have received
this e-mail message in error, or are not the named recipient{s), please immediately notify the

sender and delete this message from your computer and destroy all copies. Thank you.
<38 Studios RIEDC Letter 3_26 Clean Draft.DOC>
<38 Studios RIEDC Letter 3_26 Marked Draft.DOC>
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RIEDC Letterhead

March __, 2010

Mr. Curt Schilling, Chairman
38 Studios

5 Clock Tower Place, Suite 140
Maynard, MA 01754

Ms. Jen MacLean, CEO

38 Studios

5 Clock Tower Place, Suite 140
Maynard, MA 01754

Re: 38 Studios/Rhode Island 1}% "_‘,,:.
e
= "1.—.

etk

Dear Mr. Schilling and Ms. MacLean:

We are pleased to present this outliri@#8erms pursuant to which Rhode Island will commence
undertaking actions to provide econongig Mt slo)
“38 Studios™ or the “company”) and 3 SR§tudibsgRill commence locating and expanding its
businesses in Rhode Island. ' R,

appreciate your company's culture, background ':ﬁff: industry acumen. Your assessment of your
industry opg itics, your assembly of talent at &fi#levels of your company, your investments to

Wizrow are aligned perfectly with Rhode

The Rhodé¥] sland "‘37.:.‘,-.-
development 2ggncy, offers yoHi}

Rhode Island: = "g“

B P
Product Development ﬁxﬁz_mcjri@??‘
G

We understand your capital ficeds to bring your project Copernicus to MMO completion to be
$75,000,000. Based on our understanding to date of your financial projections, the RIEDC
would issue $75M of revenue bonds, the proceeds of which would provide the necessary
financing to complete production on Copernicus and begin relocating 38 Studios to Rhode
Island. We anticipate that these bonds would be purchased by or through a lender or lenders
familiar with your industry. As your company is in the unusual position of having pipeline
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Mr. Schilling and Ms. MacLean
March __, 2010
Page 2

product and contractual commitments for product publishing and distribution, but as yet is “pre
revenue”, we recognize the market for these bonds would be limited without credit enhancement.
Accordingly, we would submit this bond issue for approval to the Rhode Island General
Assembly, which currently is in session, for approval by it for the RIEDC to use an available
capital reserve mechanism by which the General Assembly may consider on an annual basis
funding any shortfall of any loan payments necessary to pay the bondholders, thereby creating
for this issue what is commonly called a “moral obligation” guaranty for the bondholder(s).This
financing would reflect the following terms and conditions and be subject to the following
general parameters all of which will be more fully agticulated in traditional loan documentation:

Borrower: 38 Studios.

Loan Amount: $75,000,000

deployment by 38 Studios in conjunction with its busines$ svelopment and expansion in Rhode
Island. :

"EF:.:‘:!.I,:_ 10 yearsggth a portion of capitalized interest in early year(s) with

publishing contracts, receivables antg y
company’s assets are held in a wholly B aed subsidiary, the ownership interest of which will be
pledged to the RIEDC, and that such ass®# are otherwise currently pledged in connection with
the publishing agreement with Electronic Arts and currently are unavailable as collateral for this
credit facility, but such assets will be pledged as collateral for this credit facility upon completion
and publication of the company’s console phase of the project when such assets are no longer

collateralizing the aforesaid publishing agreement.

State Guaranty Fee: Initial fee of one half percent (1/2%) payable at closing at closing
($375,000) and one and one half percent (1.5%) ($1,125,000) of loan amount annually payable
on the loan closing anniversary.

Equity and Dividend Covenants: During the term of the loan, Mr. Schilling shall maintain no
less than an amount equal to $15,000,000 of equity in the company, and equity or earnings
distributions to members shal] be limited to a coverage ratio formula to be agreed upon by the
RIEDC and the company prior to closing.

APSQ017425



Mr. Schilling and Ms. Macl.ean
March __, 2010
Page 3

Specific Conditions and Covenants:

®Raings should EBITDA exceed
a base formula to be agreed upon by the parties prior to clo iy

(c) A percentage of the funds available from (b) above shall be usefitey 38 Studios to
establish an investment fund to provide seed capital and other inv8 shment vehicles to
facilitate the development of the video game and digital media indu¥fin Rhode Island
in conjunction with a programgto be developed jointly between 38 Stu -' @%and the
RIEDC, the RIEDC being efa thio having a designee on the investmenl committee of

such fund; s

(d) 38 Studios will locate its corporgte, he¥agiaders and its principal place of business in
Rhode Island; : T

(e) 38 Studios w111 prowde 125 full um ge annual wage of approximately

Rhodc ':'i 4 by December 31, 2011;
Rhode Island by December 31, 2012;
irzements, it shall pay to the RIEDC an
fibt so added until such shortfall is cured;

(f) 38 Studios will add an additional 175 |
(g) 38 Studios w111 add an additional 150 job 533
(h) Sho i dios fail to meet any jobs re s

SR 2010 and annually thereafter during the term of the loan audited
Hikinclude a certification that the borrower has met the
e (g) above and certifying the calculations required in (b) and

i mship programs for students at Rhode Island design and
suant to programs and policies to be agreed upon with such

Conditions Precedent: Conditions to closing the loan will include standard documentation and
legal requirements typical of transactions of this size and scope and:
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Mr. Schilling and Ms. MacLean

March __, 2010
Page 4
(a) The completion and delivery by a qualified ecoimic -"l-';:-',':,_- expert of an analysis

of the economic development impacts of the company’s lo CelR:
Island, such study to be paid for by the company;
(b) An independent financial review and analysis of the company’s figiEucial projections;
current contracts and obligations with gaming industry partners suchIEA; and any
other related or requested dogguments or information of the company; 43
(c) The prerequisite approvals Higiat

The company will assist the RIEDC in making® il try contact® and identifying necessary
sources to complete its due diligence with respedt the loan,

company S '!i;’":"

BT, will make avay idble to 38 Studios its traditional but aggressive incentives for the

Caalty
i 4lroject Status: The RIEDC may designate the development of
the compan¥i§jpffices ag@lob expansion in Rhode Island as a project of the RIEDC,
AfgursepiBHTs to the company for sales tax paid in connection with the
purchase of build taterials, FFE and computers, and equipment for use in Rhode
Island;

(b) Job Training Grants and Credits (of amounts up to §5,000 per year per employee) will be
made available to the company;

(c) Jobs Development Act reductions in the corporate tax rate (by up to one-quarter of one
percent for every 50 jobs with a floor corporate income tax rate of 3%) will be made
available to the company; and

(d) As applicable, all other available tax incentives that are useful to the company will be

available to it (such as R&D tax credits).
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Mr. Schilling and Ms. MaclLean
March __, 2010
Page 5 '

A more complete analysis of otherwise available incentives is available at the RIEDC’s website:
www.riede.com.

New Industry Incentives

We are particularly interested in assisting 38 Studios grow and become a magnel for the growth
of the video gaming and digital media industry in Rhode Island. Accordingly, we will support

and advocate for the implementation of jobs producing interactive digital media tax credits that
provide Rhode Islander’s with a clear return on investment resulting from the credits. We also

will support other creative and innovative industry development incentives jointly developed by
us 10 accelerate and increase your successes. P

We think your company and its product devel: £nt concepts are exciting and aligned with our
economic development strategies. We think 38 S¥Eips will biaa strong corporate citizen for
Rhode Island and that you will be particularly welcds @Y the foundation for your many
exciting ventures and opportunities,

ining the approvals for the

an

Should you agree and desire us to commence the process of BE
issuance of the bonds and the economic development incentive "‘:|-i151ﬁ' indicate so by signing
below, B k-

Sincerely ours,

Governor Donald L. Carcieri, %
Chairman of the Board

Keith W. Stokes,
Executive Director
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Mr. Schilling and Ms. MacLean
March __, 2010
Page 6

Agreed and accepted as of the date first above written:

38 Studios LLC

By:

Its:

529694.5
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RIEDC Letterhead

March _, 2010

Mr. Curt Schilling, Chairman
38 Studios

5 Clock Tower Place, Suite 140
Maynard, MA 01754

Ms. Jen MacLean, CEO

38 Studios

5 Clock Tower Place, Suite 140
Maynard, MA 01754

Re: 38 Studios/Rhode Island

Dear Mr. Schilling and Ms, MacLean:

erimis pursuant to which Rhode Island will commence
pment incentives to 38 Studios LLC (hereafter

undertaking actions to provide econo
il commence locating and expanding its

38 Studios” or the “company”) and 3
businesses in Rhode Island.

fyideo gaming and interactive
d can be thie perfect home for you. We also
industry acumen. Your assessment of your

Bevels of your company, your investments to

digital media industry, and we think that Rhod®g8
appreciate your company’s culture, background
industry oppagasitics, your assembly of talent at

developmem f df.b following tools to consider in relocating your businesses to
Rhode Island: :

We understand your capitalfieeds to bring your project Copemicus to MMO completion to be
$75,000,000. Based on our understanding to date of vour financial projections, the RIEDC
would issue $75M of revenue bonds, the proceeds of which would provide the necessary
financing to complete production on Copernicus and begin relocating 38 Studios to Rhode
Island. We anticipate that these bonds would be purchased by or through a lender or lenders
familiar with your industry. As your company is in the unusual position of having pipeline
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Mr. Schilling and Ms. MacLean
March __, 2010
Pape 2

product and contractual commitments for product publishing and distribution, but as yet is “pre
revenue”, we recognize the market for these bonds would be limited without credit enhancement.
Accordingly, we would submit this bond issue for approval to the Rhode Island General
Assembly, which currently is in session, for approval by it for the RIEDC to use an available
capital reserve mechanism by which the General Assembly may consider on an annual basis
funding any shortfall of any loan payments necessary to pay the bondholders, thereby creating
for this issue what is commonly called a “moral obligation” guaranty for the bondholder(s). This
financing would reflect the following terms and conditions and be subject to the following

general parameters all of which will be more fully 3 'culatcd in traditional loan documentation:

Borrower: 38 Studios.
Loan Amount: $75,000,000

ations, product development and
yelopment and expansion in Rhode

mc[udmg but not limited to intell&g; -
publishing contracts, receivables anB{ggrk product We recogmze that a pomon of +eur the
company_s assets are held in a wholly bggned subsidiary, the ownership interest of which will be
pledged to the RIEDC, and that such assef¥ are otherwise currently pledged in connection with
arearty-phase-of product-development-seeurity the publishing agreement with Elecironic Arts
and currenily are unavailable as collateral for this credit facility, but such assets will be pledged
as collateral for this credit facility upon completion and publication of the company’s console
phase of the project when such assets are no longer collateralizing the aforesaid publishing
dgreeinent.

State Guaranty Fee: Initial fee of one half percent (1/2%) payable at closing at closing
($375,000) and one and one half percent (1.5%) ($1,125,000) of loan amount annually payable
on the loan closing anniversary.

Equity and Dividend Covenants: During the term of the loan, Mr. Schilling shall maintain no
less than an amount equal to $15,000,000 of equity in the company, and equity or earnings
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distributions to members shall be limited to a coverage ratio formula to be agreed upon by the
RIEDC and the company prior to closing,

Mr. Schilling and Ms. MacLean
March | 2010
Page 3

Specific Conditions and Covenants:

a base formula to be agreed upon by the parties prior to closing; @

(c) A percentage of the funds available from (b) above shall be used byt
Studios to ereate-establish an SETCCPUPAR 7
Rhode-Jslend-andto provide §8lar
development of the video ganigiantiigital media industry in Rhode Island in conjunction
with a program to be developed'ghd o

the RIEDC being entitled 1o havi;

(d) 38 Studios will locate its corporate
Rhode Island;

e
Ak

th an average annual wage of approximately
igbs™) in Rhode Island by Decef#s
; ¥ Mghode Island by December 31, 2011;
(gisgiStudios wa gn additional 150 jobs in Rhode Island by December 31, 2012;
] o meet any jobs requirements, it shall pay to the RIEDC an

icin equal 10 §7,5
yll provide ;x 0 and annually thereafter during the term of the loan audited
AtEents thatdit

(j) 38 Studios will deve internship programs for students at Rhode Island design and
educational institutions pursuant to programs and policies to be agreed upon with such
institutions.

Conditions Precedent: Conditions to closing the loan will include standard documentation and
legal requirements typical of transactions of this size and scope and:
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Mr. Schilling and Ms. MacLean
March __, 2010
Page 4

(a) The completion and delivery by a qualified economic developme fAigpert of an analysis
of the economic development impacts of the company’s location 1o it
Island, such study to be paid fgr by the company; =
(b) An independent financial ref{figMaad analysis of the company’s financial projections;
diuaming industry partners such as EA; and any

Githdocumentation reflecting the
Pical of a transaction of this size

(a) Economic Develbggiagt Project Status: The RIEDC may designate the development of
the company’s offic@% and job expansion in Rhode Island as a project of the RIEDC,
resulting in reimbursements to the company for sales tax paid in connection with the
purchase of building materials, FFE and computers, and equipment for use in Rhode
Island;

(b) Job Training Grants and Credits (of amounts up to $5,000 per year per employee) will be
made available to the company;

(c) Jobs Development Act reductions in the corporate tax rate (by up to one-quarter of one

percent for every 50 jobs with a floor corporate income tax rate of 3%) will be made

available to the company; and
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(d) As applicable, all other available tax incentives that are useful to the company will be
available to it (such as R&D tax credits).

A more complete analysis of otherwise available incentives is available at the RIEDC’s website:
www.riedc.com.

Mr. Schilling and Ms. MacLean
March _, 2010
Page 5

New Industry Incentives

We are particularly interested in assisting 38 Stugff&®row and become a magnet for the growth
of the video gaming and digital media indust .--"-'_ Zhode Island. Accordingly, we will support
and advocate for the implementation of jobs plgu: ing interactive digital media tax credits that
provide Rhode Islander’s with a clear return on 1/t ghlting from the credits, We also
will support other creative and innovative industry Gaglomfgant

us to accelerate and increase your successes.

ARSI me-oppenunity-to-diseuss-these Hemswieu— We think your company
and its product developmepgt concepts are exciting and aligned Wjfh,our economic development
strategies. We think J2&5&am®enill be a strong corporate citizen T@¥Rhode Island and that you
will be particularly '3:-:,:_-: the foundation for your many exciting ventures and

opportunities, H

below,

Sincerely ours,

Govemnor Donald L. Carcieri,
Chairman of the Board

Keith W. Stokes,
Executive Director
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Agreed and accepted as of the date first above written-

38 Studios LL.C

By:

Its:

529694.4
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