AFFIDAVIT OF DORALD L. CARCIERE

Donald L. Carciert, being duly swom, staies as follows:

1, In my capacity as Governor of Rhode Island during 2010, [ served as the
Chairman of the Board of Directors of the Rhode Island Economic Development Corporation
(“EDC™).

2. -In that capacity, I was present at the July 26; 2010 EDC Board meeting, at which
the Board passed the resolution attached hereto as Exhibit 1 (the “Resolution™), a draft of which
had been provided to me and which I had reviewed prior to the meeting.

3. I understood based on Exhibit A to the Resclution and the presentation and
representations by the staff of the EDC that the proceeds of the EDC loan authorized by the
Resolution, together with other cash available or to become available Lo 38 Studios, as sel forth
in the 38 Studios financial projections, would be sufficient to fund the so-called MMOG game
{Project Copernicus) to completion.

4, 1 also reviewed and relied upon a July 22, 2010 memorandum that [ received from
the EDC’s Executive Director, Keith W. Stokes, a true copy of which is attached hereio as
Exhibit 2.

5. Ido notrecollect receiving at any time prior to or during the July 26 meeting, or
subsequent thereto and prior to the closing of the loan on November 2, 2010, any information to
the contrary from any employee of, attorney for, or advisor to the EDC, or from any

representative of 38 Studios.

E}cﬁard L. C.arcie.ﬁ |
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NOTARY PUBLIC OF RHODE ISLAND.
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- Issuer; and

RHODE ISLAND ECONOMIC DEVELOPMENT CORPORATION
RESOLUTION AUTHORIZING THE ISSUANCE AND SALE OF
JOB GUARANTY PROGRAM TAXABLE REVENUE BONDS
(3§ STUDIOS, LLC PROJECTJ, SERIES 2010

WHEREAS, the Rfmdc Islarid Economie Dévelopment Corporation (the “Issuer'™). Was
constituted as & public corporation and publo instromentality 6f the State of Rhode Island
(“State") pursuant to the provisions.of Chapter 64 of Title 42 of the General Laws of Rhode
Isfand, {956 (2{166 Reenactment) as smended (the “Act”) and is suthorized pursuant to the Act
(i) to underiake the planning, development, tonstruction, finaneing, management and operation
of any project, including all activities in relation thereto, (i) to auitet into agremments of lease;
conditional sales contracts, loan agresments, mortgages; consiriiction contracts, operation.
contracts and other contracts and instrumerts entered into to Bnsnice its projecis; (i) to sell;
ortgage; exchangs, teansfer or otherwise dispose of any or all of its projects and properties; and
{iv) to issue ita negotiable honds and notey for the purpose of providing funds to pay all or any:
pact of the costof any projest of for the purpose of refunding any bonds theretofors fssed and to
‘mortgage and pledge any of its projects or parts: thareof as geennity for such bonds; and

WHEREAS, in order fo finance-the establishriien ufa\ﬁdm gurming utudio i the State;
including, but not limited to, the development of assets associated with role. playmg video
gaming and multi-media online games, including the development of specific products and
inteliectunl property to be used for such purposes for the benefit of 38 Studios, LLC (the
“Obligor”) (the “Project”) the Tssuer desives to {ssus its §75,000,000 Rhode Island Economic
Development Corporation Job Creation Guaranty Progiam Taxable Reverioe Bonds (38 Studios,
LLC Project), Series 2010 (the “Bonds”), all as more. specifically-set forth in @ Loan and Trust
... Agreement to be entered into by auct among Oéhgm', Essuar aud a't‘mstae tabe dﬁignmﬂ bfy tha

WHERBAS,; pursuant to the Jobs Creation Guaranty Program, s hereinafter defined, the
Issuer is authorized and empowered to guaranty payments for the Bonds issced for the Project
and the Tssuer will issne 4 guaranty secured by a capital reserve find for such bonds as

hereinafter spac:ﬁad and
WHEREAS, the financing of the Project i an suthorized project vnder the Act; and

WHEREAS, the {ssuer has made all of the findings required by § 42-64-10 of the General
Laws of Rhode [sland, 1956 (2006 Reenactment), as amended as to the Project; and

WHEREAS, the Issuer shall prior to the issuance of the Bonds, complete and release the
analysis specified by § 42-64-10(2); and

WHEREAS, the {ssuer i3 now desirous of proceeding with the proposed financing of the
Project; and

WHEREAS, the Issuer intends to sell the Bonds to the underwriter or underwriters as
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specificd at this meeting (the “Underwriter”) or to privately place the Bonds, upon such terms
and oriditions as ary Authorized Representative may determine in his/her sole discretion,
purssant to a Bond. Purchase Agresmeat or Private Placement Agreement (as herein defined)
and, if required, fo distribute in connection therewith s Preliminary Official Statement, Official
Statement or Privite Placement Memorandum, #s provided below; and

;' WHEREAS, there shall be prepared ind submiltted on behalf of the [ssuer, a form of
! Loan and Trust Agreement substantially incorporating the provisions of Exhibit A aftached

| hersto, and made & part hereof and hereby incorporated by reference hersin {*Exhibit A™); and
‘ WHEREAS, there shall be prepared for and delivered by the Issuer and the other parties

thereto forms of:
(8  aLoanand Trust Agteement;
(b} aPreliminary Official Statement {in the event the Bonds are publicly offered);
{g)  Final Officiel Statenient (i the ¢vent the Bonds are publicly offeredj ora
_ Private I’temement Menoranduin;;
(4}  -the Bond Purchase Agreement or Private Placement Agreement or Investor Letter;
() suchother insiruzmmts and documents as e Executive Director of thie Tasuer with

the advice of Legal Counsel shall déem appropriste or desirable; and

WHEREAS, all of the foregoing documents referenced in (a) through (e) above shall be
in substantial conformity with and shall incorporate the provisions of Exhibit A attached hereto,

NOW, THEREFORE, be it resolved by the Rhode Island Economic Development
Corporation as follows:

Section 1. It has been found and determined that:

(8  Theacquisition, undertaking, carrying out and operation of the Project will

prevent, oliminate or reduce unemployment or underemployment in the State and will
generally benefit economio development of the State; and

(b}  That adequate provision has been made or will be made for the payment of

the cost of the construction, rehabilitation, operation and maintenance and npkeep of the
Project; and

(¢)  The Project and the Premises are in conformity with the applicable

provisions of Chapter 23 of Title 46, to the extent applicable; and

(d)  The Project is in conformity with the applicable provisions of the State

Guide Plan.

Section 2, A Loan and Trust Agreemest, to be-eatered into by the Issuer, to be
substantially in conformity with and to substantially incorporate the provisions of Exhibit A, is
hereby approved, with such changes, insertions anid omissions as may be approved by any



Authorized Representative (ps hereinafler defined), Any Authorized Representative; acting
singly, is hereby authorized to execute, acknewfeﬁge and deliver the Loan and Ttust Agres
with such changes, insertions and onssions as may be epproved by such Authorized
Representative, including, without imitation, the esteblishmeat of various reserve aéeounts and

funds thereunder.

Section 3. The Issuer acting through its Authorized Representative shail appointa
Trustee based on receipt of bids for such engagement as Trustee,

Section 4. 'To accomplish the purpeses of the:Act and to provide for the financing of the
‘Projeot, the issuance of the Bonds is hereby autliorized, subject to the-provisions of this
Resolutionand the aforesaid Loan and Trust Agreement; The Benda shall be-dated as provided:
in the Loan and Trust Agreement, shall be in the aggregats principal amountofupte
$75,000,000 and shall be iégued ag fully registered bonds, unless otherwiss determined by any
authorimd Representative, The Bonds shall mature, bear intervst, be subject to redemption prior
to meturity and bear such other terms as set forth in the Loan and Trust Agresment consistent
‘with Bxhibit: A, The form of the Bonds; and the:provisions for signatures, authentication,
payment, prepaynient and number shall be set forth in the Loan and Trust Agreement,

: Section 5, The Bonds shall be speciai revenue obligations of the lssuer payable solely:
from the revenucs pledged therefore pursuznt to the Loan and Trust Agteement, Neither the
State nar any numicipality or yoﬁmml mbdivision thergof fother than the Issuer) shall e
obligated to pay the principal of; premfum, if any, ot interest on the Botids except a8 hereinafier
authorized and as permitted pursuant to Chapter 026 and Chapter 029 of the Public Laws 0£2010
(also known 23 HB158, as amended and §2923, a3 amended) (this “Jobs Creation Gusranty
Program") . Neither the faith and credit nor the taxing or taking power of the. State or my’
muaicipeality or poimm! subdivision thereof shall be pledged to the paymient-of the principal of,

premium, if any, ot interost on the Bonds,

Section 6, The execution and delivery of 4 Bond Purchase Agreenteiit or 4 Private
Placement Agresment or an Investor Letter a3 appropriate, is hereby authorized, ‘The Bond
Purchase Agreement or Private Placement Agreement or Investor Letter shall be in substantial
conformity and substantially incorporate relevant provisions of Exhibit A, with such changes;
insertions and omissions es may be approved by any Authorized Reprmta&ve {the “Bond.
Purchiase Agreement”). Bach Authorized Representative; aeting singly, is hereby individually
authorized to negotiate, executs and acknowledge the Bond Purchase Agreeiment, or Private
Placement Agreement o7 Investor Letterand attest the same. The exceution of the Bond
Purchase Agresmient by any Authorized Representative shall be conclusive evidence of such

approval,

Section 7. The Bonds are hereby authorized to be sold as-shall be provided in the.
aforesaid Bond Purchase Agreement or Private Placoment Agreement or fnvestor Letter. The
Authorized Ropresentatives are each hereby individually suthorized to reduce the principal
amount of the Bonds to be sold and to alter the maturity date (but in'no event to exceed 20 years
from date of issuance) and prepayment provisions and to alter terms of the Bonds to make the
‘Bonds conform fo the Bond Purchase Agreement, Private Placement Agreement or Investot




Letter and the Loan and Trust Agreement, as each may be amended. The maximum interest rate
on the Bonds shall be eight percent (8.00%) per annum, The Bonds shall be executed in the
manner provided in the Loan and Trust Agreement and the Authorized Representative of the
Issuer are hereby authorized and directed to execute the same and the same shall be delivered as
required by the Bond Purchase Agreement, Private Placement Agreement or Investor Letter,

Section 8. Any assignment to the Trustee of the Bond of the Issuer’s interest in certain
revenues, teceipts, funds, moneys and other property-in the Loan and Trust: Agreement (as the
-same may be amended) I3 hereby suthdrized and appmved and any. Autim—izad Representative is
hereby authorized to execute and deliver all documents necessary to give effect to such

assignment,

Section 9, The Issuer hereby approves and autharizes the distribution of a Preliminary
Official Statement, Final Official Statement or Private Placement Memorandum, to the extent the-
Authorized Representative deemns appropriate, and relating to the issuance of the Bonds
substantlally in conformity with the provisions of Exhibit A; with such amendments,
supplements; changes and insertfons thereto g'may be approved by any Authorized
Representative in connection with the issuance of the Bonds consistent with the preﬁm of the
Loan and Trust Agreement and in ecordance withapplicable legal requitements, Ax
Authorized Representativs is heveby authorized, empowered and divected to execute one ormore
final Official Statements to be delivered to the Underwriter. Any such apptwa! shail ba .
conclusively cvidenced by such Authorized Reépresentative’s execution and delivery of the

Official Statement,

Section 10. All covenants, stipulations, obligations. and agreementts of the Jasper
contained in this Resolution, the Loan and Trust Agreement, the Bond Purchase Agreement, the
Private Placement Memorandum and any Preliminary or Fintal Official Statements of the Issuer
shall be deemed the covenants, stipulanons, obligations and agreements of the Tssiser to the’ full
extent authorized or permitted by law, and such covenants, stipulations, obligations and
agreements shall be binding upon any board or bady to which any Ppowers or agreemeonts. s!xail be

transferred by or In sccordance with law: Bxcept as-otherwise provided in this Resolution; all
rights, powers and privileges conferred and duties and Habilities itposed upon the [ssueror the:
members thersof by the provisions of this Resolution, the Loan and Trust Agreement, the Bond
Purchase Agreement, the Private Placement Memorandum shall be exercised or performed by
the Issuer or by such members, officers, board or body as may be required by law to exercize

such powers and perform such duties.

Section 11, The Authorized Representatives, acting singly, are each hereby authorized to
pay costs relating to the issuance of the Bongds, if any, (including providing such funds as may be
required by the national credit rating agencies) from the proceeds of the issuance of the Bonds,

Section 12. The Issuer agrees o issue a guaranty incident to the issuance of the Bonds, to
the extent permitted urder the Jobs Creation Guaranty Program, whereby a Capital Reserve Fund
will be established under the Loan and Trust Agreement and, consistent with the Jobs Creation
Guaranty Program, the Executive Director of the [ssuer shall annually on December 1 of each
year, make and deliver to the Covemnor of the State a certificate stating the minimum amount, if



any, required for the Issuer to make payments on the Bonds and to replenish the Capital Reserve
Fund and to request the Govemor to include such amount in the Governor's State budget.

Section 13, Each of the Officers of the Issuer are hereby further individually authorized
and directed to proceed to cause the proceeds of the sale of the Bonds to be distributed to fund
the Project or otherwise as specified in the Loan and Trust Agresment.

Section 14, The Executive Director, any Deputy Director, Treayurer; Secrefary, Assigtant
Secretary, Chairman and Vice-Chalnman, {the “Authorized Representativea™) of the lssuer are
each, acting singly, hereby Individually authorized, empowered and divected 1o select all
fiduciaries under the Loan and Trust Agresment; and fogethet with any other proper officery or
agents'of the Tssuer, to exeoute and deiiver any and ull papers; instrumonts, agreements, opisions;
certificates, afﬁfisvits and any othet documents and t6 do and cause to be done any and all acts
and things necessary or proper for carrying out this Resolation, the Loan and Trust Agreement,
the Bond Purchase Agreement and the Private Placement Memorandum, the sale of the Bonds
and atiy Preliminary or Final Official Statement of the Issuer in the {ssuance of the Bonds,
including, without imitation, giving all mqulred notices and conducting ell necessary hearmgs in

connection with the issuance of the Bonds,.

‘Section 15 THe Authotized Repreventatives are each, acting singly, hereby individually
authorized, empowered and directed ¢ taks such other actions as they deern necessary, desirable
or predent to eifectuate the purgoses of this Resolution and the issuance of the Bonds:and to
execute.and deliver any and all papérs, doctments or instruments said Authorized
Representatives; acting singly, deem appropriafe to effectuate issuance of the Bonds, including,
but not limited to, a# Continning Disclosire Agrsement.

Section 16. This Resolution shall be effective upon its adoption and shall expire within
one year of the date of the adoption of this Resolution unless the Bonds are issued prior to that

date,

Adopted: July 26, 2010.
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Staty of Rbhode Iiland and Providence Plantations
315 lron Herse Way, Juie 101

i Providencs, RI 02008
" i 4012789100

Keith W, Stokes
Tuly 26, 2010 Begrutive Directoe

Mr, Curt Schilling, Chairman

38 Stwifos, LLC
5 Clock Tower Place, Suite 140

Maynsrd, MA 01754

Ms, fen MacLean, CEO

13 Stodios, LLC

5 Clook Tower Pluce, Suite 140

Maynard, MA 01754 '

Re: 38 Studios/Riode Ishand

Deer Mr, Schilling and Ma. WacLaan:
We are plensed 10 pregent this outline of teyms and conditions hased on oux ongoing discussions-

purspinit o which the Rhode Tadarid Beonornis Davelopment Ccrporsﬁnn FRIBDC will issue.
Bonds and provide credit enhianicement on behalfof 38 Studlos, LLC (hereafter 38 Studios™ or

the ‘*cumgama”} to ngstst 38 Smdiaa rolovstion to and expansion of ity businzss ks Rhods Ialand,

Weapprociaty ﬂmvﬂm your company brings in helping Riiods lsland cxpaniztn video gaming
sud internctive digital medla industry. Wé have been impressed with your mmrpady’& )
management team and the industey partners and visionaries ourrently workiing with-38 Studioyon
its games In developruent, We view 3§ Stidios as allgnling perfoctly with othor key Riode Tsland'

knowledge ceodonty mesels that will help us agcelerate high wage job growth,

Wo understand your capital needs lo bring projeit Copernicus 1o completicn 14 be approxiinstely
$75,000,000, Based on our understanding to date of your frisncial projections, subject to the
terma and conditions set foxth herein and requied legal procedines, tho RIBDC is willing to issue
$75,000,000.0f revenue bonds pursunnt to its newly croated Jobs Creation Guaranty Progras, the-
net proceeds of which would provide the nscessary financing to relocaty 38 Studios to Rhode
Tsland, complete production of Copernicus, and ¢apitalize the company’s growth and expaasion.

in Rhode Island.

Wi anticipate that bonds would be underwritten or privately placed by a securities firm or firms
selected by the RIEDC. As your company is n the position of having pipeline product and




cantractual comsmitments for product publishing and distribution, but as yet is “pre-revenue®, we
recognize the market for these bonde would he mited withiout credit enhancement..

Accordingly, we would utilize our statutory sutligrity to lssus bonds with & sapital reserve.
mechaniam by which the General Assembly must congidie o an aivival basls funding sny
shoctfall of any debt service payments necessary to pay the bondholdérs, theveby oreating for this
issue whet is commonly called a “moral obligation’” gunranty for the bondbiolder(s) The moral
obligation meohanism is teflected I the RIBDC v snsbling logistation snd {he rasolutions of the
legislature suthorizing the RIEDC to enter Into thess types of obligetions.: That leglslation and
the related stthorizing resolutions require moewmin submit fo the loglslature by January-of
every yeer a budget request for the logialsiure to 9 fe in the ﬁsBowin;Mgm’sW-
any shortfall on debt sarvice that ofherwise is not adequately reserved by the RIRDC,

The bond documents would reftect the following terms and conditlons and be subject to the
following gonersl pacarteters and sil of which are subject to-and sonditioned upon & Rinal.
Authorizing Resolation approved by the RIBDC bowrd that includss all fins} agreed upon farms
end conditiona. In addition all bond docomentation must be satisfictory So. RIEDC and the
company in their sole discretion prior to any bond closing:

Borrower (s): 38 Studios snd any affifiates or subsidiarios necessary to spcure & first
position in all the company’s asvets {sza collateral more Killy - dmﬂb&d bolow). At the discretion
of the RIEDC, such aifiliates: mdsnhuid!aﬂummn warxators of the bonds mther than 2

co-horrowers,
Amount; §75,000,000

. Bond Net Proceeds Disbusemant Schiedule: Thenet procesds fom thie zsumnce of the
‘bonds will be released to the.company ugen th following scheduls in confnction with the
rolereniced economic developrent milestonss and compliance with the bond documents:-

8) Upon tho closing eatimated to be by August 31, 2010 (should any delays in the
closing occur, the partics anticipate the eshmated targed dates will be sdjusted
accordingly): $15,000,000.

b) Upon the public snnonncement by the compuny of & mlacahen date to Riode 1sland
-estimatod to baby November 30, 2010:  $10,000,000.

¢} Upon tbe relocation of the company's headguasters: aad garreat project Copemitys:
studio to Rhods Island, and the ereation of at least 30 Full Time Jobs in Rhode Ysland,
estimated to be by Pebruary 28, 2011 (such relocation date being subject te (i)
closing by August 31, 2010; (il) the relocation of the company’s headquartsrs acd
studio to Rhodo Island ocourzing within six months of the clostng; and (lii) the
compeny may extend such relocution by three periods of 30 days eaclht dueto delays

in landlord's completion of the company’s new offices, with each such extension, the .

administrative approval of the RIEDC which spproys} shall mot b naressonably

withheld or delayed): $20,000,000,
d) Upon the creation by the compeny of an additional 45 Full ‘Time Jobs in Rhode Island

catimated to be August 31, 2011: $5,000,000.
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that such sssots are otherwise ourently pledged In conection with ths publishing

¢) Upon the enlry by the company info a-satlsfestory distribution agreement for ite

rojit Copernious estimated fo ba by Novermber 30, 2011: $5,000,000:

f) Upon the creation by the corpany of'at Tosat an sdditionel 125 Full Time Jobs in
Rlious Island estimated to.be by December 31, 201 1: the balance of the net procoeds.

"Full Timo Jobs" shall mean “full time jobs with benefits” as defined in RIGL 42-64-20(d)(2);
pravided that the avorage annual wage for quelifying full time jobs shail be no lcss than $67,500.

Purpose; Expenses telaled fo tolovation and oxpansion of corporate office and all studlo-
operations to Rhods Ialand and for ail associnted businasy sxpenses rolated 1o product:
development and deployment by 38 Studios [n confunction with its video games indmiopmeni.

Rate: Market for bond fssues of this type as negotiated with bond purchaser and
otherwise acceptable to each of the RIEDC and the company in their sole and absolute

discretion,
- Term: Not to exceed 10 years.
Amortization: Not to exceed 20 years.

Collateral: first ssouity interest and com assigniment of all assets of compaity now
owned end hereafter acquired including but not linvited 16 intaflectoal property, Heenses,
ticenising foes, distribution and pubHahing contracts, receivablos, eq;ﬁpmnt. hardware and
‘oftware: and work product, We mugﬂza that & portion of tha company's sssels are licld Ina
wholly ownied subaidiary, the o y interent o which will b pledged to the s;mnc, and.

with Blectronic Arts (BA) and currently aro unevaifable us ¢oilateral M&hmm& bt
such assets will bo pledged as subordinate collateral for this hond fanclog and upon completion
of the EA publishing agrecment RIEDC will steg njo s first secured positlon on thezs sspets,

The RIEDC will reasonably considet raquests of tha company to tubordinate its coflateral
position to routine and ordinary courso of business equipment {easex anid purchass money

financings secured solely by the equipment so financad.

State Guaranty Fees Initial foo.of ons half percent (1/2%) paysble at closing at closing
($375,000) and sue and one hall percent (1.5%) annually of tha outstending bond balance minus
the privcipal balanoe of the Balloon Payment Acoount defined below puyable on the bond

closing anniversary,

Deferred Fee: Starting in fiséal year 2014, m&m&nmmy'a mtited GAAP
finaucizl statements of the prior Gacal yest (21 3), the Company shall pay annually & deferred
fes equsl to 25% of its Excess Operalinig luvomie, a3 defined below, up to ant amount not to
exceed $5.0 million per year until an aggregate deférred foo amount ofSlS,ZSG,OBOMbm
paid. If the $15 million sggregate doforred féo has not been achloved by the company's fiscal

| year end: 2017, the uggrogate deferred fesshall bo incressed ta $18,800,000. In the event the

Jufetred fos has not been poid in full when (he bonds become dus, then the unpeid balance of the
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‘balincs af the deferred foe owed pursiat ta the

deferred oo shall be dite when ths bonds becoms due regardless of thecompiny's Excess
Operating fncome.  “Bicsss Operating Invouo® shall bo the Ssoal year ogofaﬁng incoms of the
Company 08 sontalned ln ity'audited GAAP francial stafaments ess the flscal yeor opctatiog
lircerue for the game perfod sonfained it the Company's shx yeas finansial projection Aunished
RIEDC (which shall be eithee atiached to the boad dociiments or otherwisa sdequately deseslbed

therein based upen 38 Studios 6 year Plani— In-Statis Loan View -~ DRAFT - 04,01, 10},

Dividmds and Distributions; azid Bxcese Operating Income riot otierwise Distributed:

“The corapenty shall only make dividend payments of othir distributiona to equity holdars out of

Excsss: Bquity Brlauce Availabls for Dlviéaud or Distribution to Equity Holders; as dofined:
betow, excapt for distributions to cover fcomo tix rolbed tualters of the equity holders: The

vompany’s sepurchtase of equity interests into freesury stock under aright of Hrstrafusal or

otherwise shall be mads only after satisfying the Mintmum Bquify Requirement, ps dofined
below, sad shall: (1) be-Tade only frons Excess Operating Income ey dofined in the preceding

'pmgraph.mbammanlyaﬁetmydeﬁmd fees owed to the RIRDC pursuars to the
‘preceding paragraph arve pald; (3) notocour in any svent witit respect to: Mr. Schilling’s or hila

family’s equity or ownsrship Interost in the conigiany; snd (4) b subject fo-sucli-other terma,
condltions and rostrictions o8 may ba agreed upan by (i@ pertiss, 'The dollar amount of the
“Mininn Equity Requirement” shall mean the ontstending priacipat balance on the bonds.
tninns sy amounts regerved inor paid to the RIBDC ta be dedioatod as a balloon payment
stoking fand sccount estabifshed with respeot to this paragraphyand fo be vaed whan the bondy'

become duy: (iha “Balloon Pagment Actount™).

Tho “Bxcess Equity Balance Available for Dividend or Distribation o Bquity Hn}dém”
shall mean that amount caloulated from the company's GAAP Enavcial statements.asid:
calculated as total equity contributiona plus total sdditional pald-in-vagital piug the fiscel yeur
2011 and forward years amounts recorded by the cotpany to retained ¢atnings (loes) less the
Minimur Equity Requiveraent. If ady payment of the Excess Bauby Balance Available for
Dividend or Distribution to Equity Holders is pald ouot; it shall be paid out a2 50% of theamoynt
going to equity holders and 50% buing paid to the RIEDC to be placed: in the Balloon Payment:

Account.

‘T the sveat that the compasy does not declare a dividend o make distributions byt has:
Excess I‘!quityﬂalmcn Available for Dividend or Distribution to Equity Hoiders, then 25% of
Excass Hquity Balanco Availebls for Dividend or Distribution to Equity Halders shiall be
deposited in the Balloon Paymeont Acconnt: Al earnings on the Balloon Payment Accoimf gisy-
be used by the company townrrd the vext amortived biond payment dus. from the compasy, sind:
the principal shall acctmulate and be spplicd toward the balloon payment dus on the Yanda whea.
they becoms due. In the svent the principal baluce of the Balloon Payment Account equals the
sur of ol romaining payments due on tha bonds, at that time, the sompany may prepay tho:

paragraph ot an amount discounted to:

the then pregent vafue of the balance of the deferred fea owed by the goropsuy to the RIEDC,



Specific Conditions and Covenants;

(2) The debt will not be assignable or sssumable without RIEDC consent which will aot

be unreasonebly withheld.

(b} The bond documents shall reéflect that (e vompany way linglament compensation

. sitategies consistent With the indistiy; providad however that any wmgmﬁon in

any form paid by the cormpany to Mr, Schilthug shail bo for sorvices en withis
ﬁmngammdauppedatmmﬁﬁc Wémmmtﬁammpmymd

() Tho bond dovuments shall rofieat the. development and Implameatation of a thixd
party monitoring, reporting and response process teganding the dovolopment schedule
‘and budget for project Copernlous to assure tfiat the company’s dovelopment of
praject Coparnicus remaina on thne and on, budget pirszant to costs; terms and
conditions watisfactory to the purtles in their sold and absoluta dlveretion.

{d) 38 Studlos will ;x?uvide 2252&111 Time Jobis in Rixide Injand within twolves {43

months of the bond closing (the “clozing’):
{e) 38 Studlos will add an additicnal 175 Fuli Tims Jobs in Riiods Teland withis tweaty-

four 24y months of the oloslng,
{f) 38 Studion will add an additfonal zsemmmmmemm&m thixt;nsix

(38 wonthy of the slosing,

(8) Should 38 Studios Sl to meet any Full Time Jobs requirements, it shafl | pty o the
REBDC an amount equal to $7,500 per year for éach Full Time Job not so added uatl]
such shortfxll is cored,

{r) 38 Shzdinswmpmviduzmﬂ mmlymmm; the term of fhe bond &,
certification that the borrower hiia met the requitenents of (), (¢) and (£} above und
castifying the caleulations quméimho!iqﬁty and Dividend ssotion sbove. ALl

such mﬁﬂea&mahal} haperﬂounudby dé emient ;zubhu mtantimted ir_\r

T cotiiications wdsiedbyiu Tadepondedt publia accouatint,

(z) 38 Studios wﬂl develop internafifp programs for students at Rhode faland design and
educational insfitutions pursusnt to programa and policies to be agreed upon with
such Institutions.

() During the term of the bonds, and upon relocating the company to Rhade Island, 38
Studios shall not relocate the company or any substantial portion of its operations
outside of Rhode Isiand which would be ar event of default {m which case the
company's obligationa with respest to the bonds would begome inunediately due and
payable, including without limitation any balances dus to the bonds, any costs ind
exponses of the RIEDC incured with respect to the bonuds that have not slrenily been
reimbursed or paid for, and an asceleration of tha job penalty feet owed 1o the RIEDC
pursusnt to paragruph (g) nbove for the bifanice of the leom of the bonds,

Conditions Precedent: Conditlons to closing e borids will include documantation and fegal
reduirements: typicai of bond bansactions of this sizo and scope Insluding but not limited to
complation of security and coliateral due diligence und the foview of materind operating and.

persennol contracts and policise of the company and:




i

BUNT TR am

 Exdeutive Diveetar —

() ‘The exseution and delivery of an enforseable lonse Jor tHe company®s corporsts
offices and studio operations ln & geographis lovation in Rhods Jslend satiefactory to.
¢pch of the RIEDC and ths conpany La thele sole and shaolute dissration, such fecss

. refleviing vafld commurcially ressanabis tetms snd sonditions for Eansaetivns of the
type and vaturs of the RIEDC s snhanoing the eredit fiir tha companry’s relocation to
Rhods Island (8., loeo, depasit; mnswal aptiens; collatersl ansiginant 10 tenane's
Tendey portaltind, oto),

(&) The uiecﬁmx of bond underwrifers zidior managars aocephble to the RIEDC,

{0) Final-Avthorizing Resolution adepted by the RISDC Boond of Ditectors,

{d) Attho time of the Flnal Authorlzing Resolution, 5 375,000 doposit s dus, Jhould s
olosing nct onenr the depontt wil] botefinded leex refmbursarment io tha RIBOC fe-
smy out of pocket expensce,

Upon the sarlior of the axeoution snd deilvery of this lettsr by both pertics; dr tha adoyﬁmby tie
RIBDC of a Final Authorizing Resofutinn, Guis letter raflecting the yroposed taoms of the bond:
financing #ud the relocation of 38 Studlos ta Rmdam&mmtcﬁmmaimﬂmdw.
atherwize utitizad by eithar paxty hareto with thind pasties ond shall remuin confidentfal,

Should you-agres and desire os to commence the process of obtalning the l'lml Authorizing
R.miuﬂouﬁmhe fssuanca of the bonds, please indicate so by sigring below.

Sinoerely yours,

e P

Kelth W, Stokes, , e

ed 2nd acqapted e of the data {irat above written:

I ‘?'%;au\’f x CEQ

13527021 dan



Daria Souza
.-

“rom: Penta, Sharon <spenta@riedc.com>
~ent: Thursday, July 22, 2010 10:59 PM
To: Alfred Verrecchia; Cheryl Snead; Daniel Sullivan; David Dooley, Ph.D,; Donna Cupelo;

George Nee; Governor Donald Carcieri; Karl Wadenstan; Lynn Singleton; Paul
Chogqustte; Shivan Subramaniam; Stephen Lane; Timothy Babineau, M.D.
Cc: Stolzman, Rob; Stokes, Keith; Saul, Michael; aafonso@mosesafonso.com; Cherly
Costantino (Paul Choquette); Clare Sedlock; Cynthia Goldsmith (Lynn Singleton); Heidi
Adler (Danief Sullivan); Karen Rowland {Alfred Verrecchia); Linda Kleineberg (Karl
Wadensten); Maggie North (Timothy Babineau, M.D.); Michelle Currieri (David Dooley,
Ph.D); Nancy Neri (Donna Cupelo); Pam Vieira (Donna Cupelo); Rebin Andreczzi (Shivan

Subramaniam}
Subject: 38 Studios Meme For Review
Attachments; 0581_C01.pdf
Importance: High

Dear EDC Board Members,

Attached please find a confidential memo regarding 38 Studios from Keith, which needs to be
reviewed as soon as possible. As the memo states, please contact Keith directly with any questions or

concerns.

"hank you,
.1aron

Sharon Penta
R_lEr “_... Executive Assistant
Rhoge istang Rhode Island Economic Development Corporation
Econneurie Davelopment Corporation 315 [ron Horse Way, Suite 101, Providence, RI 62908
Sesaiong the 248 Ubnitury Jmpaeaticn Femmnery 4001, 278,9100x103 | 401.273.8270 fax

email spenta@riede.com | web www.riedc.com

This e-mail message may contain confidential information belenging to the sender. If you are not the intended
recipient, the disclosure, dissemination, distribution, copying, or use of the infoermation contained in this e-mail
magsaqe or any attachment is stnetly prohibited. 1f you are not the Intended recipient please notify the Rhode Tsland
Ecanomic Develepment Corparation at 481.278.2100, and purge this e-mail frony your computer system imimediately,

CERBT A




Memorandum

CONFIDENTIAL NEGOTIATION UPDATE/
THIS IS NOT PUBLIC RECORD

To: RIEDC Boatd of Ditectors

From: Keith W. Stokes, Executive Director
Date: July 22, 2010

Re: RIEDC/38 Studios

At your July 15, 2010 meeting, you authorized me to proceed with the execution and delivery of
the proposed Term Letter between the RIEDC and 38 Studios, subject to some language
adjustments regarding the caleulation of jobs being added in Rhode Island and further subject to
implementing either a completion bond or some type of satisfactory monitoring process to assure
the on-time and on-budget completion of Project Copernicus (the MMOG game}).

We have conducted due diligence on the availability of completion bonds and assaciated.
completion bond monitoring of the development of MMOG games, and conducted a due
diligence specifically with respect to 38 Studios and Project Copernicus.

Unfortunately, a commercially available performance bond for an MMOG game does not exist in
the marketplace. We discussed this matter with several sources and at length with International
Film Guarantors, LLC ("IFG") the entity that gnaranteed the completion of Project Mercury for
38 Studios in connection with the Electronic Arts, Inc./Big Huge Games transaction for 38

Studios with City National Bank .

The reason a completion bond is not available for an MMOG game but is available for a specific
console based game is primarily because of the time and investment required to develop an
MMOG game. The longer lead time and the lack of industry experience in determining the exact
variables associated with the timing of completion of an MMOG game creates risk for which the
market has not yet developed a product for such guaranties.

The good news is that IFG indicated that they believed that cither they or other consultants could
develop a protocol that will replicate to some reasonable degree a budget-and development
timeline monitoring and reporting system that could create appropriate safeguards for an investor
or fender to accompany developing an MMOG game.

With that in mind, we have modified the Term Letter reflecting that the deal will not close unless
and until we have reached a satisfactory agreement with 38 Studios and a third-party monitoring
entity on a cost and protocol for such monitoring, While we have not yet been able to outline the
details of that monitoring, I am comfortable that we can develop something satisfactory in that




regard, or, in the alternative, [ will not proceed to closing the transaction without consulting with
you if such a mechanism cannot be achieved to our reasonable satisfaction.

In light of this issue to some degree being unresolved, I ask that you ¢afl me as soon as possible
if you have any concerns about proceeding on Monday, July 26, 2010 with the final authorizing

resolutions,

Should you desire to continue to proceed toward the authorizing resolutions on July 26, 2010, we
anticipate the following to occur at the meeting in public session:

1, I will give a brief background on the jobs oreation guaranty jirogram authorized by the
General Assembly and a brief background on the-opportunity presented by 38 Studies
and the videogame industry. '

2. Mike Saul will review briefly the terms and conditions of the transastion and the analysis
presented to you over the course of the past couple of months leading to the resolutions
presenied to you authorizing the transaction.

3. Tony Afonso, bond counsel, will walk through the authorizing resolutions (attached to
"which will be the signed Term Letter).

4, Board discussion and consideration of the resolutions,

Attached hereto for your review are the following documents:

1. An updated Term Letter marked to reflect the changes from that which you reviewed on
July 15, 2010 (a clean copy of the Term Letter shall be Exhibit A to the authorizing

resolutions you will consider on Monday).

2. A set of draft slides which we anticipate using in the public session presentation on
Monday,
3 A draft of the authorizing resolutions (there may be some additional changes to this as a

result of comments from underwriters and other lawyers, but we will identify any such
changes for you prior to your consideration of them on Monday).

As always, thank you for all of the hard work and diligent efforts you have exerted with respect
to this transaction. Again, call me if you have any questions, comments or concerns with respect
to proceeding on Monday, July 26, 2010, Otherwise; 1look forward to seeing you on Monday
and taking the next step toward implementing this exciting opportunity for Rhode Island.

5416961




| July 3322, 2010 Draft
RIEDC Letterhead

Tuly _, 2010

Mr. Curt Schilling, Chairman

| 38 Studios, LLC
5 Clock Tower Place, Suite 140
Maynard, MA 01754

Ms. Jen MacLean, CEQ

| 38 Studios, LLC
5 Clock Tower Place, Suite 140
Maynard, MA 01754

Re: 38 Studigos/Rhode Island

Dear Mr, Schilling and Ms, MacLs

nditiens based on our ongoing discussions
int Corporation (“"RIEDC”) will issue
LLC (hersafter “38 Studios” or

of its business in Rhode Island.

We are pleased to present this outline 6@en
pursuant to which the Rhode Island Ecord
bonds and provide credit enhancement on’

ing to date of your financial projections, subject to the

§75,000,000, B4 _
 and reqmred legal procedures, the RIEDC is willing to issue

terms and _condil'l

Rvide the necessary financing to relocate 38 Studios to Rhode

Island, complete productionet Copernicus, and capitalize the company’s growth and expansion

in Rhode Isiand,

| We anticipate that bonds would be underwritten or jirivat eid by a securities firm or firms
selected by the RIEDC. As your company is inthe. pos:ﬁon ef havmg pipelmc 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 utilize our statutory authority to issue bonds with a capital reserve
mechanism by which the General Assembly must consider on an annual basis funding any




shortfall of any debt service payments necessary to pay.the bondhiolders, thereby cteating for this
issue what is.commonly ealted a “moral obligation” guaranty for the bondholder(s): ‘The moral
obligation mechanism is reflected in the RIEDCs ensbling legislationand the resclutions of the
legislature authorizing the RIEDC to enter into these types of obligations. That legislation and
the related authorizing resolutions require the Govemnor to submit to the legislature by January of
every year a budget request for the législature to appropriate in the following flscal year's budget
any shortfall on debt service that otherwise is not adequately reserved by the RIEDC.

The bond documents would reflect the following terms and conditions and be subject to the
following gensral parameters and all of which are subject to and conditioned upon 2 Final
Authorizing Resolutlon approved by the RIEDC board that includes all final agreed upon terms
and conditions. In addition all bond documentation must be satisfactory to RIRDC and the

| company in its-their sole discretion prior to any bend closing:

Jiubsidiaries necessary to secure a first
ore fully described below)._At the discretion
as guarantors 0f the bonds rather than 2

_ Borrower (s): 38 Studios and any affiliaig
position in all the company’s assets (see colla
oF :jfhﬁR}E_gj such affiliates and subsidisries

- do-borrowers

Amount: $75,000,000

‘eods from the lgsuance of the
y conjunction with the

Bond Net Proceeds Disbursement Schedule: The net
bonds will be released to:the company upon the following sehed;
| referenced economic d; nt milestones 4nd conipliance wit

DOIG SoCUmEents:

accordingly):

b} Upon the public ari
estimated to be by Ng¥ .

¢) Upon the relocation of npatiy’s headquartérs'and current project Copernicus
studio to Rhode Island, and*Eioreation of at least 80 Full Time Jobes in Rhode Island,
estimated to be by February 2312011 (such relocation date being subject to (i) a
closing by August 31, 2019; (ii) the relocation of the company’s headquarters and
studio to Rhode Island occurring within six months of the ¢closing; and (lii) the
company may extend such relocation by three periods of 30 days cach due to delays
in landlord’s completion of the compeany’s new offices, with each such extension, the
administrative approval of the RIEDC which approval shall not be unreasonably

.. . withheld or. delayed): $20,000,000. . e .

d) Upon the creation by the company of 125-an additional 45 Full ¥ime-Time Jobs in
Rhode [sland estimated to be August 31, 2011: $5,000,000.

¢) Upon the entry by the company into a satisfactory distribution agreement for its
Project Copernicus estimated to be by November 30, 2011: $5,000,000.

1) Upon the creation by the company of at least 256-an additiona] 125 Full Time Jobs in
Rhode Island estimated to be by December 31, 2011: the balancs of the net proceeds.




~ financings secured solely by the equipment so

audited GAAP fman
| annually a deferred fee.

“Full Time Jobs" shall mean “full time jobs with benefits” as defined in RIGL 42-64-20(d)(2);
provided that the average annual wage for qualifying full time jobs shall be no less than $67,500,

Purpose: Expenses related to relocation and expansion of corporate office and all studio

- operations to Rhode Island and for 2l essociated business expenses related 1o product

development and deployment by 38 Studios in conjunction with its video games in development.

Rate: Market for bond issues of this type as negotiated with bond purchaser and
otherwise acceptable to each of the RIEDC and the company in their sole and absolute

discretion,
Term: Not to exceed 10 years.

Amortization: Not to exceed 20 years,

Collateral: first security interest and collateral assignment of ¢ els of company now

owned and hereafier acquired including but not limited to intcllectual pri
licensing fees, distribution and publishing contracts, recoivables, cc;ﬁipmcn
software and work product. Were that a portion of the company’s
wholly owned subsidiary, the owne: nterest of which wﬂl be pledged to ¥
that such assets are otherwise gurren

with Electronic Arts (EA) and current
such assets will be pledged as subordina
of the EA publishing agreement RIEDC
The RIEDC will reasonably consider requ )
position to routine and ordinary course of busit

c and

red position on these assets.
-'i_fa‘,@réiz’tatc its collateral

ical year 2014, based upon the Cempanys-company’s

of the prior fiscal year (2013), the Company shall pay

% of its Excess Operating Income, as defined below, up to an
amount not to exceed $5.0 Aillion per year unti} an aggregate deferred fee amount of
$15,250,000 has been-paid: If the $15 million aggregate deferred fee has not been achieved by

| the Gompany’s-company'’s fiscal year end 2017, the aggregate deferred fee shall be increased to

$18,800,000. In the event the deferred fee has not been paid in full when the bonds become due,
then the unpaid balance of the deferred fee shall be due when the bonds become due regardless
of the company’s Excess Operating Income. “Excess Operating Income™ shall be the fiscal year
operating, income of the Company as contained in its audited GAAP financial statements less the
fiscal year operating income for the same period contained in the Company’s six year financial

|_ projection furnished RIEDC {which shall beeither attached to the bond documents or otherwise




'Mm-tmﬂm Baui
. Operating Income s defined in the preceding parag:a phi;

adequately described therein based upon -38 Studios 6 year Plan — In-State Loan View — DRAFT
~04.01.10).

Dméencis and Distributions; and Bxcess Operating Income not otherwise Distributed:
Company .s!!ih.-i '_ _ahail onlymake. divsdmd pa.ymentsa? ather &mr%bu:xons to cquzty o

out 6f Excess Fquity Batance Ave . :
: bezow exwpz fer disinbuuens to emmr mcomcfax reiated miatiers of the. equlty
THE: ost-afsepurehasingThe cor : 'f,equﬁyinterests mta

nd shall

asd ﬁzm' eiow

uitem

fees owed to the RIEDC pursuant to the precedmg pa
.%2-—&9 OFF ;

event with resp_eg‘_t ! M: Sclullmg sor hxs farmly s cqulty or awn

3 suchat ili‘u an 8
%ﬁteﬂee- 'I‘he dolla.r amount of thc w ALY Equlty Reqmremcn " shail m 3
principal balance on the bondy amountereserved in or paid to the RIED (2 to be
dedicated as a balloon payment § d it established with rcspect to this paragraph

Hoom Payment Account”).

Distribution to Equity Holders”
's GAAP financial statements
2l el &m-ca,pltai plus the fiscel

The “Excess Equity Balance Avai
shall mean that amount calculated from the |

»

and calculated as total equity contributions pI

L

4 Aeemmt All eamnings on the Balloon Payment Account may
be used by the company Fihe next amortized bond payment due from the company, and
the principal shall accumulat® and be applied toward the balloon payment due on the bonds when
they become due: Inthe event the principal balance of the Balloon Payment Account equals the
sum of all remaining payments due on the bonds, at that time, the company may prepay the
balance of the deferred fee owed pursuant to the preceding paragraph at an amount discounted to
the then present value of the balarice of the deferred fee owed by the company to the RIEDC,

Specific Conditions and Covenants;




(a) ___The debt will not be assignable or assumable without RIEDC consent which will
not be unreasonably withheld,

(b} __The bond documents shall reflect that the: company may implement. cempcmatm
strategies consistent with the gaming-stadie-industry; provided however that any
compensation in any form paid by the compeny to Mr, Sehilling shall be for services
rendered, within industry norms and capped at amountsto be agreed upor: bistween.
the ccsm;aany and the RIEDC. . :

(e;{_)_ES Studws wﬂl w,ée 525 P‘uﬂ T:ma Jahs in Rhode Is!and mﬁﬁn twelve EIZ)
months of the bond closmg (the “closing]

{d¥(c) 38 Studios will add an additional
twenty-four (24) months of the ¢l

=)0 38 Studios will add an addition}
thirty-six (36) months of the closing.

+A(a) _Should 38 Studios fail to meet any Fulidn
RIEDC an amount equal to $7,500 per yea
such shortfal] is cured,

tg)(h)_38 Studios wnll provide 2010 and annually th
certification that {he borrower has met the requireme

-'calculataons requ:red in the :

_ 1it Time Jobs in Rhode Island within
'Full Time Jobs in Rhode Island within

-requiréments, it shall pay to the
zh Full Time Job not so added until

or during the term of the bond a
ol (bh¢eX(d), (e} and (df)

: and Dmdend sectmn |

165 3 i 2
‘i‘hc RIEDC may at tha cost and expense of the company
dited by its its independent public accountants.

such institutions.
(@) During the term of i ds; and upon relocating the company to Rhode Island,
38 Studios shall not relocs company or any substantial portion of its operations
outside of Rhode Island whicki®ould be an event of default in which case the
company’s obligations with respect to the bonds would become immediately due and
payable, including without {imitation any balances due to the bonds, any costsand -
expenses of the RIEDC incurred with respect to thie bonds that have not atready been
reimbursed or paid for, and an acceleration of the job penalty fees owed to the RIEDC
pursuant to paragraph (eg) above for the balance of the term of the bonds,

Conditions Precedent: Conditfons to closing the bonds will include documentation and legal
requirements typical of bond fransactions of this sizs and scope including but not limited to
comipletion of security and collateral due diligence and the review of material operating and
personnel contracts and policies of the company and:




{a) The execution and delivery of an enforceable lease for the company's corporate
offices and studio operations in a geographic location in Rhode Island satisfactory to
each of the RIEDC and the company in their sole and absolufe discrstion, such lease
reflecting valid commercially reasonable terms and conditions for transactions of the
type and nature of the RIEDC’s enhancing the credit for the company’s relocation to
Rhode Island {¢.g., termn, deposit, renewal options, collateral assignment to tenant’s
lender permitted, etc.).

(b) The selection of bond underwriters and/or managers acceptable to the RIEDC,

(c) Final Authorizing Resolution adopted by the RIEDC Board of Directors.

{d) At the time of the Final Authorizing Resclution, a.$28,000 deposit is due, Should a
closing not occur the deposit will be refunded Je: bursenzent to the RIEDC for
any out of pocket expenses.

ex*u o g ¢ Iw
izing Resolitior

h aticm of‘38 Studios to

arty hereto with

of this iet by both artfes eﬂ utmn 7 e ot

this letter reﬂectmg the proposed terms of the bond ﬁmmcmg and the¥]
Rhode Island shall not be chscussed, negotiated or otherwise utilized by
third parties and shall remain confidential.

Should you agree and desire us to ¢o
Resolution for the issuance of the bond

Sincerely yours,

Agreed and accepted as of the date first above written:

38 Studios LLC

By:




Its;

| #38870-45518270_L8.doc
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Building the 21st Century ipnovation Economy

R!EDC Baard Meetmg

© July 25, 2010
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Size & Growth...
— $72 billion global industry including both hardware and software revenues
~ Global Revenues projected to reach $124 billion by 2013.

Market...
— More than 2{3 of American Households play PC or video games.
— Average gamer is 35 years old.
— 42% of American households own a gaming console.
— By 2014 60% of American households forecasted to play an “online” game

Dynamics...

— Online gaming industry has advantage of generations of loyal users
— Increasing market penetration and rising average user age
— Constantly evolving technology ensuring users fresh and exciting product

Clustering...

— Nearly 70% of US video game companies are in one of 7 mefro regions
— Boston ranks 61 and NYC ranks 5% in # of US companies

Jobs & Workforce...

— More than 1;200 jobs in Massachusetts’ video game industry
— Types of jobs include: Engineering, Artist, Game Designer, and Quality Assurance

RIEDC

Rhode Istand
Economic Devalopment w(‘.omomdnn



RISD

— Majors: Film Animation Video, Graphic Design, lllustration, & Digital Media

— Curriculum includes culture, story, media, art, design, and technology

— Many RISD grads & interns currently work in the video game industry

— Qver 100 RISD graduates stay in RI each year & over 3000 RISD alum in MA and Rl

* URI

— Computer Science curriculum includes interactive and collaborative gaming track as well
as computer programming, software engineering, & interactive 3D graphlcs research

— Gaming frack led by Dr. Jean Yves-Herve

Brown

— Computer Science & Visual Arts curriculum :nc:ludes software engineering, 3D animation,
& innovating game development

— Strengths in machine decision and game theory, interfaces in virtual reality
— Dr. Chad Jenkins author of “Creative Games: Mechanics, Content & Technology”

RI Companies Involved in Video Games, and Digital Animation

— Hasbro RIF]—-'(‘-
— GTECH ﬁh;lsrand

3 Ecororric Development Corporation




* Relocation & Expansion — within 3 years 450 direct and 1,113 indirect
jobs

¢ Two studios...38 Studios in Maynard, Ma (86 employees)...Big Huge
Games (BHG) in Baltimore, Maryland (79 employees)
e Average wage ~ $67.5k/yr
— Programming, engineering, artist, desngner production, quality
assurance

e Proposed transaction: $75.0 million credit enhanced bond

¢ Kingdoms of Amalur: Reckoning...single player muiti platform game
for release in fall 2011. Publishing and Retail Distribution Agreement
between EA & 38 Studios.

¢ Project Copernicus...38 Studios developing a Multi-player Online Game
(MMOQG)

RIEDC
fhoda island
Econornic Development Corporation
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Management team includes 100+ years of industry specific executive and
development experience with top tier companies such as EA, Sony Online,
Comcast, Nintendo, eftc.

Jennifer MacLean, CEO

— Comcast, VP of Games - products, strategy, and business development.
— Chair Emeritus of the Board of Directors of the Int't Games Developer Association

R.A. Salvatore, Executive Creator of Worlds
— Author on NY Times and WSJ best selling lists

— Lucasfilm, New Jedi Order series of novels and Attack of the Clones.

— Wrote 40 novels which have sold over 15 million copies worldwide

Todd McFariane, Executive Art Director
— Creator of “Spawn” comic book and Emmy Award winning HBO series
— Owner McFarlane Toys
— Artist of Spider Man comic books for Marvel/Epic comics

Curt Schilling, Founder | RIESC

Rhode lsland
Eronomic Davelopmant Corporation



Extensive Expertise in RPG Genre, MMOG Design and Development:
' over $11B in Shipped Product Sales

* | ead Designers from:
-- Morrowind, Qblivion, Fallout3 -
— World of Warcraft
— EverQuest and EverQuest 1l
— Rise of Nations, Rise of Legends, Catan, Civilization Il

» Selected Titles from other Team Members:
— Star Wars: The Force Unleashed
— Fable
— Half-Life

RIELC
Rhode Ishand
Economic Development Corparation



Job Creation
— 450 direct jobs & 1,113 indirect jobs
— Estimated income tax revenue in excess of $5M per year
— Spawning potential = 200 direct & 686 with muitiplier — within ~ 5 years
— Leverage video game industry growth and growth of industry jobs in Boston market

Build Creative and Knowledge Industry
— Develop a vertical market that intersects some of Rhode Islands best growth assets
— Commercialization of ideas is faster than other knowledge economy industries

¢ Foster Entrepreneurial Activity
— Spark starts within RI's most active entrepreneurial communities
— Wide range of industry entry points given the breadth of platform opportunities

Retain Talent
— Provide compelling job opportunities for local college graduates
— Develop feeder programs at Rl universities
- RIEDC
Rhode Island
Economi¢ Development Corporation



ucture Risk Mitigation

® Reqmrement to locate in RI’s Knowledge Econmy

® 10kyear term 20 year amortization — minimizes annual appropriation
ris

® 1 year debt service reserve

® 25% of Excess Earnings placed into Balloon Payment Fund

* Funds drawdown schedule focused on relocation and job creation

¢ Initial drawf requires a signed enforceable lease acceptable to RIEDC
e Job penaltyifee of $7,500 for each job short of 450 target

e Deferred Fee between $15.25 - $18.8 million

e Debt is not E.’:1ssignablc-z or assumable

e Relocation @ut5|de of RI triggers debt acceleratlon .company bears all
associated costs

¢ Documentation to include legal counsel with expertise in IP
* Bond Underwriter (s) acceptable to RIEDC ' RIEDC

Rhode Island
Eeconomic Devalopment Corporation



Negatives

e Investment in Pre-revenue company

¢ Initially a binary revenue stream (Mercury and Copernicus)
when games are released.. licensing and other platform
revenue potential follows successful launches

¢ Hit driven product

« Job Creation Guaranty Program concentration...60%

RIEGC

Rhode |stand
Ecanomic Development Corparation
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Positives

Experienced management team with track record of successful game
development

EA publishing agreement on Mercury

Gamg development, specifically Mercury is on track

Significant equity investment to date in company

Favorabie industry outlook

Strong alignment with high potential RI assets

Va|uéble connections to build strong public/private attraction effort
Poteﬁtial for 1500 high wage knowledge based jobs within 3 years
Creates compelling opportunities for RI graduates

Presence and spawning fosters increased entrepreneurial activity
Total RI State ROI is 47% (financial plus economic return)

RIEDC
Riode Isiand
Economic Develapment Corporation



ic Metrics

: 10 Year Economic Return Metric

- 450 Direct Video Game
Industry Jobs
+ 1,113 indirect Jobs

5-7 Year Job Creation
- Spawn 200 Direct Video
Game Industry Jobs

» 486 Indirect Jobs

- Additional $133MM in Ri
based payroll annually

*All figures are Net _Prc? ent
Value (NPV) of benefits over a
10 year repayment period




RHODE ISLAND ECONOMIC DEVELOFMENT CORPORATION
RESOLUTION AUTHORIZING THE ISSUANCE AND SALE OF
JOB GUARANTY PROGRAM TAXABLE REVENUE BONDS
(38 STUDIOS, LLC PROJECT), SERIES 2010

WHEREAS, the Rhode Island Economic Development Corporation (the “Issuer™) was
constituted as a public corporation and public instrumentality of the State of Rhode Island
(“'State™) pursuant to the provisions of Chaptet 64 of Title 42 of the General Laws of Rhode
Island, 1956 (2006 Reenactment) as amended (the “Act”) and is authorized pursuant to the Act
(i) to undertake the planning, development, construction, financing, management and operation
of any project, including all activities in relation thercto, (ii) to enter into agreements of lease,
conditional sales contracts, loan agreements, mortgages, construction contracts, operation
contracts and other contracts and instruments entered into to finance its pro;ects, (iii) to sell,
mortgage, exchange, transfer or otherwise dispose of any or all of its projects and propérties,.and
(iv) to issue its negotiable bonds and notes for the purposs of providing funds 16 pay all or any
part of the cost of any projsct or for the purpese of refunding any bonds theretofore issued and to
mortgage and pledge any of its projects ot parts thereof as security for such bonds; and

WHEREAS, in order to finance the establishment of a video gaming studio in the State,
including, but not limited to, the development of assets associated with role playing video
gaming end multi-media online games, including the development of specific products and
intellectual property to be used for such purposes for the benefit of 38 Studios, LLC (the
“Obligor”) (the “Project™) the Issuer desires to issue its $75,000,000 Rhode Island Economic
Development Corporation Job Creation Guaranty Program Taxable Revenus Bonds (38 Studios,
LLC Project}, Series 2010 (the “Bonds"). all as'more specifically set forth in a Loan and Trust
Agreement to be entered into by and among Obligor, Issuer and a Trustes 1o be designated by the

Issuer; and
WHEREAS, the financing of the Project is an authorized project under the Act; and

WHEREAS, the Issuer has made all of the findings required by § 42-64-10 of the General
Laws of Rhode Island, 1956 (2006 Reenactment), as amended gs to the Project; and

WHEREAS, the Issuer shall prior to the issuance of the Bonds, complete and release the
analysis specified by § 42-64-10(2); and

WHEREAS, thc Issuer is now des;rous of proceedmg wu,h the pmposed ﬁn:mcm g of the
- -Project; and-

WHEREAS, the Issuer intends to sell the Bonds to the underwriter or underwriters as
specified at this meeting (the “Underwriter”) or to privately place the Bonds, upon such terms
and conditions as any Authorized Representative may determine in his/her sole discretion,
pursuant 1o a Bond Purchase Agreement or Private Placement Agreement (as herein defined)
and, if required, to distribute in connection therewith a Preliminary Official Statement, Official
Statement or Private Placement Memorandum, as provided below; and




WHEREAS, there shall be prepared and submitted on behalf of the Issuer, a form of
Loan and Trust Agreement substantially incorporating the provisions of Exhibit A attached
hereto, and made a part hereof and hereby incorporated by reference herein (*Exhibit A™); and

WHEREAS, there shall be prepared for and delivered by the Issuer and the other parties
thereto forms off

(a) a Loan and Trust Agreement;
(t)  aPreliminary Official Statement (in the event the Bonds are publicly offered),

()  aFinal Official Statement (in the event the Bonds are publicly offered) or a

Private Placement Memorandum;
(d)  the Bond Purchasc Agreement or Private Placement Agreement or Investor Letter;
{e) such other instruments and documents as the Executive Director of the Issuer with

the advice of Legal Counsel shall deem appropriate or desirable; and

WHEREAS, all of the foregoing docurrents referenced in (a) through (¢) above shall be
- in substantial conformity with and shall incorporate the provisions of Exhibit A attached hereto.

NOW, THEREFORE, be it resolved by the Rhode Island Economic Development
Corporation as follows:

Section 1, It has been found and determined that:

(a) The acquisition, undertaking, carrying out and operation of the Project will
prevent, eliminate or reduce unemployment or underemployment in the State and will
generally benefit economic development of the State; and

)] That adequate provision has been made or will be made for the payment of
the cost of the construction, rehabilitation, operation and maintenance and upkeep of the

Project; and

{(c) The Project and the Premises are in conformity with the applicable
provisions of Chapter 23 of Title 46, o the extent applicable; and

{d)  The Project is in conformity with the applicable provisions of the State
Guide Plan.

Section2: - A-Loan-and Trust Agreement; to be-entered-into by-the Issuer, to be-
substantially in conformity with and to substantially incorporate the provisions of Exhibit A, is
hereby approved, with such changes, insertions and omissions as may be approved by any
Authorized Representative (as hereinafter defined). Any Authorized Representative is hereby
authorized to deliver the Loan and Trust Agreement with such changes, insertions and omissions
as may be approved by such Authorized Representative, inchiding, without limitation, the
establishment of various reserve accounts and funds thereunder,




Section 3. The Issuer acting through its Authorized Representstive shall appoint a
Trustee based an receipt of bids for such engagement as Trustee,

Section 4. To accomplish the purposes of the Act and to provide for the financing of the
Project, the issuance of the Bonds is hereby authorized, subject to the provisions of this
Resolution and the aforesaid Loan and Trust Agreement. The Bonds shall be dated as provided
in the Loan and Trust Agreement, shall be in the aggregate principal amount of up to
$75,000,000 and shall be issued as fully registered bonds, unless otherwise determined by any
Authorized Representative, The Bonds shall mature, bear interest, be subject to redemption prior
to maturity and beer such other terms as set forth in the Loan and Trust Agreement consistent
with Exhibit A. The form of the Bonds, and the provisions for signatures, authentication,
payment, prepayment and number shall be set forth in the Loan and Trust Agreement.

Section 5, The Bonds shall be special revenue obligations of the Issuer payable solely
from the revenues pledged therefore pursvant to the Loan and Trust Agreement. Neither the
State nor any municipality or politica! subdivision thereof (other than the Issuer) shall be
obligated to pay the principal of, premium, if any, or interest on the Bonds except as hercinafler
authorized and as permitted pursuant to Chapter 026 of the Public Laws of 2010 (also known as
H8158, as amended) ({the “Jobs Creation Guaranty Program™) . Neither the faith and credit nor
the taxing or taking power of the State or any municipality or political subdivision thereof shall
be pledged to the payment of the principal of, premium, if any, or interest on the Bonds.

Section 6. The execution and delivery of a Bond Purchase Agreement or a Private
Placement Agreement or an Investor Letter as appropriate, is hereby authorized. The Bond
Purchase Agreement or Private Placement Agreement or Investor Letter shall be in substantial
conformity and substantially incorporate relevant provisions of Exhibit A, with such changes,
insertions and omissions as may be approved by any Authorized Representative (the “Bond
Purchase Agreement™). Each Authorized Representative, acting singly, is hereby individually
authorized to negotiate, execute and acknowledge the Bond Purchase Agreement, or Private
Placement Agreement or Investor Letter and to affix the seal of the Issuer on the Bond Purchase
Agreement or Private Placement Agreement or Investor Letter and attest the same. The
execution of the Bond Purchase Agreement by any Authorized Representative shall be
conclusive evidence of such approval,

Section 7. The Bonds are hereby authorized to be sold as shall be provided in the
aforesaid Bond Purchase Agreement or Private Placement Agreement or Investor Letter. The
Authorized Representatives are each hereby individually authorized to reduce the principal
amount of the Bonds to be sold and to alter the maturity date (but in no event to exceed 20 years
from date of issuance} and prepayment provisions and to alter terms-ofithe Bonds to make-the
Bonds conform to the Bond Purchase Agreement, Private Placement Agreement or Investor
Letter and the Loan and Trust Agreement, as each may be amended. The maximum interest rate
on the Bonds shall be cight percent (8.00%) per annum, The Bonds shall be executed in the
manner provided in the Loan and Trust Agreement and the Authorized Representative of the
Issuer are hereby authorized and directed to execute the same and the same shall be delivered as
required by the Bond Purchase Agreement, Private Placement Agreement or Investor Letter.




Section §. Any assi gnment to the Trustee of the Bond of the Issuer’s interest in certain
revenues, receipts; funds, moneys and other property in the Loan and Trust Agreement (as the
same may be amended) is hereby authorized and approved and any Aiithorized Representative is
hereby authorized to execute and deliver all documents necessary to give effest to such

assignment.

Section 9. The Issuer hereby approves and authorizes the distribution of a Preliminary
Official Statement, Final Official Statement or Private Placement Memorandum, to the extent the
Authorized Representative deems appropriate, and relating to the issuance of the Bonds
substantially in conformity with the provisions of Exhibit A, with such amendments,
supplements, changes and insertions thereto as may be approved by any Authorized
Representative in connection with the issuance of the Bonds consistent with the provisions of the
Loan and Trust Agreement and in accordance with applicable legal requirements, Any
Authorized Representative is hercby authorized, empowered and directed to execute one or more
final Official Statements to be delivered to the Underwriter. Any such approval shall be
conclusively evidenced by such Authorized Representative’s execution and delivery of the
Official Statement,

Section 10. All covenants, stipulations, abligations.and agreernents’ ‘of the Tssaer
comtained in this Resolution, the Loan and Trust Agfeemenf, the Bond Purchass Agreement, the
Private Placement Memorandum and any Preliminary of Final Official Statements of the Issves.
shall be deemed the covenants, stipulations, obligations and agreements of the Issuerto: the full
extent authorized or permitted by Jaw, and such cavenants, stipulations, obligations and
agreements shall be binding upon any board or bedy wwhmh any powers of agreementa silaﬁbe

rights, powers and privileges conferred and duties and habshtm fmpused ngmn the Issm or ths
members thereof by the provisions of this Resolution, the Loan and Trust Agreement, the Bond
Purchase Agreement, the Private Placement Memorandum shall be exercised or performed by
the Issuer or by such members, officers, board or bedy as may be required by law to exercise
such powers and perform such duties.

Section 11, The Authorized Representatives, acting singly, are each Héreby authorized to
pay costs relating to the issuance of the Bonds, if any, (including’ prov;dmg such funds as may be
required by the national credit rating agmczes} from the proveeds of the issuance of the Bonds,

Section 12. The Issuer agrees to issue a guaranty incident to the issuance of the Bonds, to
the extent permitted under the Jobs Creation Guaranty Program, whercby & Capital Reserve Fund
will be established under the Loan and Trust Agreement and, consistent with the Jobs Creation
- Guaranty Program, the Executive Director of the Issuer shall annually on December 1 of each
year, make and deliver to the Governor of the State a certificate stating the minimum amount, if
any, required for the Issuer to make payments on the Bonds and to replenish the Capital Reserve
Fund and to request the Govemnor to include such amount in the Govemnor’s State budget.

Section 13. Each of the Officers of the Issuer are hereby further individually authorized
and directed to proceed to cause the proceeds of the sale of the Bonds to be distributed to fund
the Project or otherwise as specified in the Loan and Trust Agreement.
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Section 14, The Executive Director, any Deputy Direcior, Treastrer, Secretary, Assistant

Secretary, Chairman and Vice-Chairman, (the “Authorized Representatives”) of the Issuérare.
each, acting singly, hereby individually authonmé -empowered and directed to select all
fiduciaries under the Loan and Trust Agreement; and together with any other proper: officers or
agents of the Issuer, to execute and deliver any and all papers, instritments, dgreements,’ opmzens,
certificates, affidavits and any other documents and to do and causeto be done any and all acts
and things necessary or proper for carrying out this Resolution, the Loan and Trust Agreement,
the Bond Purchase Agreement and the Private Placement Memorandum, the sale of the Bonds
and any Preliminary or Final Official Statement of the Issuer in the issuance of the Bonds,
including, without limitation, giving all required notices and conducting all necessary hearings in

connection with the isswance of the Bonds,

Section 15. The Authorized Representatives are each, acting singly, hereby individually
authorized, empowered and directed to take such other actions as they deem necessary, desirable
or prudent to effectuate the purposes of this Resolution and the jssuance of the Bonds and to
execute and deliver any and all papers, documents or instruments said Authorized

Representatives, acting singly, deem appropriate,

Section 16, This Resolution shall be effective upon it adoption and subject 1o the Bonds
being issued with one year of the date of the adoption of this Resolution.

Adopted: July 26, 2010,
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