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MAJOR LEAGUE BASEBALL

MEMORANDUM

T All Majer L&agne Clubs

PROM: The Office of the Commissioner of Bascball

DATE: ' January 23, 2004
RE: Proposed Transfer of Control Interest -~ Los Anpeles Dodpers
ks The Pronosed Transaction.

As more fully described below, Fox Bascball Holdings, Inc. and the other Scllers
(defined below) propose 1o scll substandally all of the assets constituting the Los Angeles
Dodgers and assign substantally all of the related lighilities 1o two newly formed entitics
controlled by Frank H, McCourt, Jr. The purchase pricc for the assets related to the Club
(as defincd below) would be $330 millien, subject to a glosing working capital
adjustment, and the purahase price for the real property assets related to the Club would
be $100 million, for 2 total purchase price of $430 million. As described below, the
entity purchasing the Club assets would reeeive from the Sellers payments rotaling $50
:million over the course of the first two years following the clesing of the ransaction, The
financing arrangements related to the propased transaction, including a note for 540
million from one of the McCourt entitics ta the Scllers that avtomatically converts into an

indirect equity interest in the Club if not paid in threc years, are described in paragraph 4,
“below,

The Los Angeles Dadgers (the “Club™) are presently owned by the Los Angeles
Dodgers, Inc., a Delaware corporation (the “*Company*). Fox Baseball Holdings, Inc.. 2
Delaware corporation (“Fox Baschall™), owns all of the outstanding capital stock of cach
of the Company, Dodgertown Inc., a Florida corporation which operates the Club’s
Sprimy Traioing facility ("Dodgertown™), Venue Merchandising Inc., a California
corporatien ("VMI"), and (except as otherwise required by the laws of the Dominican”
Republic) Camp Management Incorporated, S.A., a Sociedad Comercial organized under
the Jawe of the Dominican Republic (“CMI™). F'ox Cntertainment Group, Ine. (NYSE:
Fox) ("FEG"), an indircct subsidiary of The News Carporation Limited (NYSE: NWS),
owns approximately 95% of Fox Baseball, and Rulemaker, Inc. an entity canirolled by
Robert R. Daly, owns approximately 5% of Fox Bascball. (The Comnpany, Fox Bascball,
Dodgertowm, and VML are referred 10 herein as the “Scellers™.) A chart depicting the
current awnership strugtore af the Club is attached hereto as Exhihir A,
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The Scllers propose, in the manner described below, to sell ta LA Team Co. LLC
~ (the “Buyer™), (a) all of the assets of the Scllers (other than'the Real Property Assets (as
defined below), which arc proposed to be sold to the McCourt entities as described
below,; and other than certain excluded assers), and (b) from Fox Baseball, all outstanding
shares of caplr.al stock of CMI ((a) and (b), togciher, the “Club Assets™). The Sellers also
propose (o assign 1o the Buyer and the Buyer proposcs 10 assume, all of the liabilities of
the §cllers, except for certain excluded liabilities and except for liabilitics related to the

Real Propeny Assets, which are proposed 1o be ussigned 10 and assum::d by the McCoun
entities as described below.

. Additionally, Fex Baseball, thc Company and Dodgertown (collectively, the
“Real Property Sellers™) propose o scll 1o LA Real Esiate LLC, a Delaware limicd
liability company (the “LA Real Property Buyer”™), and the Buyu:r (together with the LA
Real Property Buyer, the “Buyers™), all of the real property interest owncd, leased, or
occupicd by the Real Property Sellers (the "Real Property Assets™), and the Real Property
Sellers propose [0 assign, and the Buyers propese to ussume, all of the liabilities related
10 the Real Property Assets, except for certain excluded liabilities. The proposed salc and
purchase of the Club Assets and the Real Property Assets, and the proposed assignment
and assurnption of the related liabilitics, arc referred to herein as the “Acquisiton.”

The terms of the Acquisition are s¢t forth in two agreements, (i) an asset purchese
agreement (the “Assct Purchase Agreement'™) by and among FEG, the Sellers, the Buyers
and Frank H, McCourt, Jr.' ("McCourt"), and (ii) a rcal property purchase agreement (the -
“Rexl Property Purchase Agrsement™ and wyether with the Asset Purchase Apgrecrment
the “Purchase Agreemenis”™) by and among FEG, the Real Property Sellers, the Buyers
and McCourt. The purchase price for the Club Asscts wonld be $330 million, consisting
of (1) a cash payment of $250 million paid a1 the time of closing (the *'Cash Portion™),

(b) a secured promissory note with 2 principal ameunt of 540 million (the “Seller Note™)
payable in full in cash four years from the closing dute ("Seller Note Maturity Date™),
and (¢) a convertible note with 3 pringipal amount of $40 million (the “Convertible
Notc™) that automatically converls into preferred membership interests (e “Preferred
Membership Interests™) in LA Parmers LLC, an indivect parent company of the Buyer
(“Pantners™), ilit is not paid in full in cash within thres years of the clesing dote
(“Convertible Note Marurity Date™), The Seller Note would not bear any interest if paid
in full in cash on ot priar to the Seller Note Matwrity Date. The Convertible Note would
nat bear. any Interest if paid in full in cash on or priar to the Convertible Note Maturity
Date, Jn the event the Convenible Nute converts into the Preferred Membership
Interests, then such interests would accruc dividends at a fixed rate that inereases cvery
six months following the conversion up to a muximum rate after thirty months following
the conversion, The Cash Partion of the purchase price for the Club Assets is snbject to
adjustment under the tesmas of the Asset Purchase Agreement based on the balance sheet
of the Company at the time of the closing of the Acquisition, as determined by campanng
the amount of current assets of the Company to the current liabilitics of the Company, in
each case calculated in accordance with a balange sheet and methadologies agreed upon

by the partics, The purchase price [or the Real Property Assets would be $100 million
payable in cash at the time of clasing.




~——— R ———
m—-__"'—'——

As a conditien 1o the closing of the Acquisition, the parties have agreed that
amendments o the Club’s local over-the-air and <nblz telcvision contraces will be
executed, which witl extend the terms of the agreements and provide for incremental
increases in the rights fecs payable to the Club, The Sellers have also agreed 10 enter into

1 four-year signage or spoasership agreement with the Club comraencing with the 2005
season,

During the first ycar following the closing date, FEG and the Sellers would pay 10
the Buyer a total of $35 million to compensare the Buyer for cettain pre-cxisting
commitments.. During.the second year following the elosing date, FEG and the Sellers
would pay to the Buyer a 1otal of $15 million which payments will be characterized as
revenue for acconnting purposes and will be subject 10 revenue sharing.

A chant dcp:cung the new ownership structure of the Club afier the consummation
of the Acquisition is attached as ExRibit B.

2.  XhcPurchasers.

The designated control persen of the Buyer would be McCourt. A biography of
MeCoun is atached as Exhibit &, The Buyer is anewly fortaed Delaware limited
Hability company and is 100% owned and managed by LA Holdeo, LLC, 2 newly formed
Delaware limited liability company ("Foldco™). ‘Heldeo is 100% owned and managed by
Parmers, a newly formed Delaware limited liability company. Partncers is 100% owned
and managed by The McCourt-Broderick Limited Parmership, a Massachusers limited
partnership (“*MBLP™). MBLP is owned 10% by its general paruner, The McConrt
Company, Inc. a Delaware corporation (“TMCI"), and 80% by its limited partner

‘McCovrt. TMCI is owned 100% by McCourt, and MeCourt is the President and =
director thereof.

Members of the Ownership Committce had the epportunity to discuss the
Acquisition with McCourt during a meeting on December 22, 2003, which McCourt and
gertiin members of the commirce atended in New York and other members participated
.in via tclcphone. McCaurt has slso participated in several other meetings with some
membess of the Ownership Committes and members of Central Bascball’s swff.

McCourt does not maintzin a munagement or ownership interest in any gambling-
related businesses or enterprises, nor does he maintain 3 management or significant
ownership interest in any braadeasiing, eable or similar enterpriscs,

MeCourt has agreed 1o relocale his principal residence 1o the Los Angeles area
and herchy confinns that agreement.

The background investigation for McCourt revealed no known problems or :my

other matrer that reises a question as 1o his qualifications or suimb:!ny 16 own & Major
League Club,
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3 Management and Operations,

As the designated control person of the Buyer and the President of TMCI, which

" isthe general partner of MBLP, which is the manager of Partners, which is the manager
of Holdeo, and the manager of the Buyer, McCourt would be the person who is
accournable 1o Baseball for the operation of the Club and for the Club's compliance with
the rules of Baseball, and he would be the single individual with ultimate authority and
responsibility for making all Club decisions. McCourt would have full power and
anthority to direct the business affairs of the Club. Each of the Buyers and MeCourt
hereby acknowledge and agree that any change in the identity of the conrrol person of the
Buyer would be subject 1o the prior approval of Baschall, in its sole discrction.

' 'The Buyer and McCoust would employ other appropriate and qualified
individuals 1o assist in the operation of the Club,

4. cial Considerations,

The Buyers and MeCount would finance the Acquisition as follows:

(a) $225 million from instirutional lenders arranged by Bank of America (‘B of A™);
Tt is anticipated that $75 million of this amount will be replaced either prior to or
following closing by the participation of the Club in the MLB leaguc-wide credit
facility: It is anrieipated that $75 million of the $225 million will be secursd by a

mortgage on the Real Property Assets, The remaining $150 million would be
sccurcd by the Club Asscts.

(b) $25 millien of senior notes arranged by B of A for warking capiral and ather
; ﬂpmwi <

(c) $145 ruillion two-year loan fromn Fox Baseball 1o Seaport I, LLC ("Seaport"),
which iy indirecily wholly owned by McCoun, and MBLP (1hs “Fox Loan™)
sccured by certain real propery owned by Seaport and MBLP in Beston,
Massachusets (the “Boston Property™) and guaranteed (up 10 a maximum of 520
million) by McCourt (the “Fox Loan Amount™), IFihe Fox Loan is peid in full on
or before the date on which it is due, then Sezport and MBLP will be entitled to
pay a reduccd principal amount of $125 million. Of the Fox Loan Amount, $100
million will be applied to the purchasc price of the Club Assets, and $25 million
will be applied 1o the purchase price of the Real Property Asscts, Other than the
520 million guarantes by McCounrt, the Fox Loin is non-recourse 10 McCourt and
the assets of the Club. An appraisal of the Baston Property prepared on behalfiof
FEG has appraiscd. the valuc of the property on an "as is" basis as in cxcess of the
Fox Loan Amounrt and other liens against the property,

(d) The Seller Note will be secured by a bank letier of credir, which will be provided
by the Club’s new concessionaire and secured by a lien an the indirect ewnership
interests in Seaport. Ifthe Seller Note is paid in full in cash prier 1o the Seller
Nore Manurity Datg, then the Buyer will be entirled to pay a reduced principal
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amount equal 1o the present value of the principal amount based upon an ayrecd
upon discount rate,

(€) The Convertible Note would automatically convert into the Preferred Membership
Interests if not paid on or before the Converrible Note Mauwity Date. If the
Convertible Note is paid in foll in asly prior 1o the Converible Note Marurity
Datg, then Partners would be enntled 1o pay a reduced principal amount equal 1o
the present value of the principal amount based on.an agreed upon discount rate.
Pursuant ta an agrecment with FEG, McCourt and Paniners have agreed to use
reasonable best efforts to raise equity capital to repay the Convertible Nete,

. McCourt has agreed 1o pravide an additional §30 million of equity in the Club (no
lcss than 510, million following the closing of the Acquisition through December 31,
2004, an additional $10 millien from December 31, 2004 te Decamber 31, 2005 and an
additional $10 million on and.after December 31, 2005), with such funds to be generated
through either (a) the sale of certain real estare assets owned by MeCourt or (b) adding
partners following the clesing of the Acguisition.

A threc-year pro forma operating budget and pro forma balance sheets ol the
Club following the closing of the transaction have been submitted and reviewed by the
Commissioner's Office,

The amount of debt on the Club will be linited by the amount permitted pursuant
1o Baseball's 60/40 Rule and its debt service rule (as set forth in the Basic Agreement
between the 30 Major League Clubs and the Major League Baseball Players Association
effective as of September 20 2002) (the “DSR"). Specifically, because the obligations
under the Fox Loan, the Seller Notes and the Convertible Note (collectively, the “Equity
Notes™) would be (a) respeetjvely, the ebligations of MBLP, McCoun, and Parmers,
respectively, (b) nonsrecourse 1o the Club and (c) not secured by any Club assets, they
would ot be included in the definition of *“Tomal Debt” 25 defined in the DSR. Instead,

the Equity Notes wonld be treated 25 equity on,the balance sheet of the Club for DSR
‘purposes.

Buyer and McCourt ackmowledge that they have reviewed and understand the
DSR and acknowledge and apgree that in the event the Acquisition and the Purchasc
Agrecments arc approved, the Buyer and MceCourt would be subject to the DSR,
including without limitation, the remedial measures set forth in Secrion 6 of the DSR. In
addition, McCoun bas agreed that, fo the cxtent that the Club is not able to comply with
the DSR within the required timeframe, he will take all necessury steps 10 bring the Club
into compliance, including but not limited to, raising additional-equity or selling certain
real property owned by MBLP in Beston,

3 Additional Considerations,

McCouwrt, on the one hand, and the Scllers, on the atber hand, have each agreed 10
indemnify cach of the Major League Clubs, the Office of the Commissioner, the
American League, the National League, and their affiliated cntites, agsinst 2ay and all
cluiins, costs and expeases (including attorncys' fecs) arising out of or in nny way rclated




to any approval or ¢onsent granted or withheld with tespect to the foregeing. Each of
themn has also released each of the Major League Clubs, the Office of the Cemmissioner,

~ the American League, the National League, and their affiliated enrities from all claims
arising out of or in any way rclated to the foregoing.

The Buyers and McCourl, on the one hand, and the Sellers apd the Club, on the
ather hand, acknowledge that the wransaction is conditioned upon the approval of the

Office of the Commissionsr and threg-quarters of the Major Leaguc Clubs, cach acting in
its sale discretion.

In the event the transactions described herein are approved by the Office of the
Commissioncr and the Clubs, McCourt has agreed 1o comply with Bascball's rules and
guidclipes with respect to control interest wansfers by devise or descent. McCourt further
acknowledges and agrecs that any transfer of a divect or indirect interest in the Club by
him would be subject to al) required Baseball approvals at the ime of such transfer,
including those specified in the Major League Constitution.

In the cvent the transactions deseribed herein are approved by the Office of the
Commissioner and the Clubs, the Buycr has agreed 10 exccurte an Assumption Agreement
pursuant 10 which the Buyer and McCourt will adept, assume and agree to perform all the
lerms and conditions imposed by the Office of the Commissionsr and any ather
governing Bascball persons or entities, and all of the duties, liabilities, responsibilities
and obligations of a Major Leagus Club under the instruments and agreements specified
in the Assumption Agreemen:, and will further agree to assume all obligations and
liabilities of the Company in accordance with the specific terms of the Assumption
Agrecment Pursuaat 1o the Assumptlon Agrcement, the Buyer would also agree to
-adopt, assume and agree 10 perform the Club's proportionate share of all liabilities and
obligarions asserted by any party jointly and/or severally, in whole or in part, against any
central Baseball entity or the Clubs. Each of the Major League Clubs, the Office of the
‘Cornraissioner, the American League, and the National League would be named a
beneficiary of, and be entitled to enlorcg, the Assumption Agreement.

Each of the Buyers and McCourt represents that such person or entity has
conducted his or its own due diligence, and acknowledges that, in deciding to acquire an
interest in the Club, such person or entity is not relying upon any representation by any of
the Major League Clubs (other than the Los Angeles Dodgers), the Office of the
Commissioner, the Ownership Commirtee, the American League, the National League,
their affiliated enttes, or any owner, officer, employec or representative of any of them,

Each of the Buyers, McCourt and the Club hereby confirms its commitment 1o equal
employment oppotunity and, in the event the transactions described herein are approved
by the Office of the Commissiencr and the Clubs, agrecs to comply with all Baseball

policies, as well as all federal, state and local laws, pertaining to cqual employment
oppartenity. .

THE OFFICE OF THE COMMISSIONER OF BASEBALL
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BUYER ACQUISITION STRUCTURE FOR
PURCHASE OF LOS ANGELES DODGERS
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 Frank McCourt; Jr., is President end CEQ of The McCount Company. The
original McCourt company was founded in 1893 in Boston, Massachusetts,
by his great-grandfather. Through the years, the company focused primarily
on large censtruction projects including, as one of its prime contractors,
building the original Central Artery in the 1950s, and constructing much of
Boston’s Logan Airport. ' The company gained a reputation for high quality
work and for providing its ecmployees with industry-leading compensation
and benefits.

Frank McCourt, Jr., founded The McCowt Company as an offshoot of the
original firm in 1977. Over the years, The McCourt Company has
successfully developed projects throughourt the northeast United States.
Among the praperties Mr. McCourt acquired were abandoned railroad yards
owned by the Penn ‘Central Railroad in the now burgeoning Seaport. Over

the years, The McCourt Company has since expanded its holdings in the
Seaporrt.

Mr. McCourt is active in 2 variety of educational and civic organizations.
He sits on the Board of Regents of Georgetown University, from which he
graduated In 1975, He is a member of the board of the Greater Boston
Chamber of Commerce, the Boston Municipal Research Bureau, the-Artery
Busincss Committee, Youth-Build Boston, and the Make-A-Wish
Foundation. He is Chairman Emeritus of the Massachusetts Chapterof the
National Association of Industrial and Office propertics (NAIOP).

Nowhere is Mr. McCourt more active than in the South Boston community
where his forebears lived for many years and where the McCourt family
consuuction company is headquartered. He provides support for an array of
civic, educatonal and charitable causes in South Beston. Heis-President of
the Board of the South Boston Neighborhood House, a 100-~year-old
community-based settlement house. Mr, McCourt-aiso serves on the Board
of Advisors of the South Boston Harbor Academy Charter School.

Frank and Jamie McCourt have four sons: Drew, 21, Travis, 19, Casey, 16,
and Gavin, 12. For many years, Mr. McCourt has been active as a coach in
both the Brookline Little League and the Brookline Youth Hockey league,




