
THE PROFESSIONAL BASKETBALL CLUB. LLC AND CITY OF SPATTLE
SETTLEMENT AGREEMENT MEMORANDUM OF UNDERSTANDING

This Settlement Agreement Memorandum of Understanding ("MOU") is entered into as of July

2,2008,by and between The Professional Basketball Club, LLC ("PBC") and the City of Seattle

(the "City'') in full settlement of the dispute entitled City of Seattle v. The Professional

Basketball Club, LLC, No. C07-1620MJP currently pending in the United States District Court

for the'Westem District of Washington (the "Lawsuit").

1. Bindine Settlement. The parties acknowledge that this MOU, standing alone, is a binding

and enforceable contract. Despite the binding nature of this MOU, the parties understand and

agree that it will be to their mutual benefit to further define their respective rights and

responsibilities in a more detailed Settlement Agreement, but that such Settlement Agreement

stráU te in all respects consistent with the terms of this MOU. The parties agree to complete the

Settlement Agreement no later than August 1, 2008. If the Settlement Agreement is not

completed by August 1,2008,PBC will place funds for the payment required under PatagraphZ

in escrow with an independent escrow agent on terms reasonably acceptable to the parties. The

Settlement Agreement will supercede this MOU. Any disputes with respect to the interpretation

or enforcem.nt of thir MOU will be resolved as provided herein.

2. Initial Payment. Upon full execution of the Settlement Agreement, PBC will pay the City

Forty-Five Million Dollars ($45,000,000), and in exchange, the Premises Use & Occupancy

Agreement, dated March 14,lgg4,between the City and PBC (as successor-in-interest to SSI

Sports, ¡rc.), as amended (the "T,ease") will be deemed terminated as of the date of this MOU;

piovided that the Lease will be automatically reinstated upon the terms and conditions described

ilfu"ugtuph 3. The parties ?gree and acknowledge that thit puytn"nt is being made by PBC in

termination of the Lease and in order for PBC to avoid extended controversy and the expense of
litigation and unfavorable publicity and injury to PBC's business reputation. On or prior to the

announcement of this MOU, the parties understand that the NBA will issue its previously

negotiated statement on the future of professional basketball in Seattle dated July 2,2008, 1þlch
the parties agree is a material condition of this Settlement. Upon execution of this MOU, PBC

wiliimmediately relocate the franchise to Oklahoma City for the fiúL200812009 and the full
200912010 professional basketball seasons, and the parties shall cooperute tegatding the removal

of personalty, etc., per Lease terms.

The parties understand there is pending litigation between the franchise's former owners

and PBC. Ii as a result of that litigation, PBC is unable to relocate to Oklahoma City for the full
200812009 season or returns to Seattle after locating there for the firLL200812009 or the fulI

200912010 season, the City will return to PBC Twenty Two Million Five Hundred Thousand

Dollars ($22,500,000) for each such full season that PBC is unable to play its home games in

Oklahoma City as a result of pending litigation. Payment would be due within five days of the

first home game played in Key Arena in each respective season. Úrability to play in Oklahoma

City as a result of pending litigation means that PBC has been prevented from relocating to

Oklahoma City or required to retum to Seattle, or that the sale of the team has been voided, all

solely as a result of court order entered as a result of a contested Court proceeding. An order
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entered voluntarily by stipulation or otherwise or as a result of an uncontested or unopposed

proceeding shall not trigger a retum of funds to PBC. Upon final disposition of the pending

litigation without affecting PBC's ownership of the franchise or the location in which the

franchise is required to play, the City will have no further obligation to return funds to PBC

beyond what may already have been paid or is already payable under this MOU.

3. Reinstatement of Lease. If, as a result of pending litigation, PBC is unable to relocate to

Ottuttont'o City oi returns to Seattle after relocating there, the Lease will be reinstated and the

franchise will play in Key Arena for the 200812009 andlor the 200912010 seasons under the

tenns of the Lease, as may be modified by mutual agreement of the parties.

4. Contineent Payment. On the fifth anniversary of the Settlement Agreanent, PBC will pay

the City a tump rurn of ffrirty Million Dollars ($30,000,000) unless one of the following occurs:

A. As a result of pending litigation, PBC is required to play at Key Arena for both

the fulI 200812009 and the fvl|200912010 professional basketball seasons or the sale of
the team is voided as a result of the pending litigation and the team returns to or stays in

Seattle; or

B. By December 31, 2009,1egis1ation has not been enacted by the Washington State

Legislature to provide the necessary statutory authority to enable the City or, if necessary,

King County to access public monies or public revenues sources sufficient to fund one-

quarter of the total cost of the proposed Key Arena renovation ($75 million escalating at

the Seattle area construction cost CIP) which, together with a comparable amount to be

provided by the City, completes the public sector component of the Key Arena
renovation project budget ($300 million escalating at the Seattle area construction cost

CPI); or

C. By the fifth anniversary of the Settlement Agreement, a qualified prospective

owner or current o\¡r'ner of a current or expansion NBA franchise has committed to sign a

lease with the City to play substantially all of its regular NBA season home games at a

renovated Key Arena and the NBA has provided any and all approvals or consents

necessaïy for such qualified prospective owner or current owner to locate or relocate a

current or expansion franchise to Key Arena.

5. Approval of Seattle Cit)¡ Council. Concurrent with the execution of this MOU, the City
will deliver a letter signed by not less than a majority of the Seattle City Council expressing their

support of this MOU and, on or prior to July 14,2008, the Seattle City Council will consider an

ordinance approving termination of the Lease on the terms described herein. If the Seattle City
Council fails to approve such ordinance on or prior to July 14,2008, then this MOU (other than

this Paragraph 5) shall be deemed immediately terminated and, within 24 hours of the failure of
the Seattle City Council to approve the ordinance, the parties shall file a stipulated order of
dismissal with prejudice in the Lawsuit limited to the claim for specific performance of PBC's

obligations under Article II of the Lease and without award of attorney costs or fees. If the

Seattle City Council approves the ordinance, then the parties agree to file a stipulated order of
dismissal of all claims with prejudice without award of attomey costs or fees concurrently with
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execution of the Settlement Agreement and payrnent to the City of the initial payment required

under Paragaph2.

6. Seattle Sonics/Supersonics Team Name(s). History. Memorabilia. Colors. Intellecfual

Proper[¡ Riehts. PBC agrees that it will not use the "Seattle Sonics/Supersonics" team name or

any logos, syrnbols, designs, trade dress (including, but not limited to, team colors) or other

indicia associated with the Seattle Sonics/Supersonics (the "Intellectual Property") for purposes

of identifying its NBA team in game competition, marketing, promotional or other similar

purposes following relocation of the team to Oklahoma City, other than as permitted in this

paragraph6. PBC further agrees that if (i) the NBA grants approval for a new NBA team to be

located in Seattle and play its games in a renovated Key Arena, (ii) the pending litigation
between PBC and the former owners of the Sonics is fully and finally resolved, and (iii) PBC has

permanently relocated its NBe team to Oklahoma Ci1y, then, following the NBA approval

referenced in subparagraph (Ð above and upon request of the owner of the new NBA team to be

located in Seattle, it will transfer at no cost all right, title and interest in the Intellectual Property

to such new owner, such rights being subject to NBA rules, agreements, and approvals. PBC

further agrees that if an expansion team is approved by the NBA within the next five years to

play in a renovated KeyArena, then the owner of such team and the PBC are each free to use and

refer to the Sonics' history (e.g,, statistics, player histories and records) during the NBA seasons

prior to the date of this MOU that the Sonics played in Seattle. PBC further agrees, to the extent

requested by a new Seattle team owner, it will transfer at no cost the team's banners, trophies and

retired jerseys to such owner, provided that such owner acknowledges that the memorabilia

relates to a "shared history" between PBC and the team and that PBC retains the right to create

and display duplicate copies of such memorabilia. The trophies, banners, and retired jerseys,

together with other memorabilia identified by the City and acceptable to PBC, will remain in

Seattle in the custody of the Museum of History and Industry or such other custodian acceptable

to the parties. PBC will negotiate and enter into a curatorial agreement with MOHAI acceptable

to the City providing for the safe keeping of such memorabilia, access for duplication by PBC,

and periodic display in Oklahom a City at the request of PBC or in Seattle at the request of the

City.

7. Securit]¡. The parties will address to their reasonable mutual satisfaction the provision of
security for their respective financial obligations under this Agreement. The City agrees not to

require personal guarantees from PBC owners to satisfy this obligation.

8. Transition. The parties will cooperate with each other in good faith to effect an orderly

transition of the franchise from Seattle to Oklahoma City, including, without limitation, in

selecting a replacement concessions provider for Key Arena and renegotiating the Key Arena

suite licenses and PBC's sponsorship agreements. [n cooperating, the City shall incur no new or

additional liability for any outstanding PBC obligations as a result of this MOU.

g. Terms of Settlement Asreement. The parties agreethat, in addition to the terms

described herein, the definitive Settlement Agreement will contain terms and conditions as are

considered customary for an agreement of this t1,pe, including, without limitation,
representations and warranti es, indemnifications and releases.
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10. Disputes. All disputes between the parties related to the terms of this MOU and the terms

of the final Settlement Agreement implementing this MOU will be subject to binding arbitration
in Seattle by an arbitrator mutually selected by the parties. If the parties are unable to agree on

an arbitrator, then one will be designated by US District Court Judge Marsha Pechman.

11. Attornev's Fees. Each side will be responsible for its own fees and costs incurred in the

Lawsuit.

12. Press Releases. Each of the parties will cooperate with regard to timing and content of
public statements regarding this MOU. The parties agreethat neither party will disparage the

other party's name and reputation or the names and reputation of any of its officers, employees,

representatives or affiliates in discussing the Lease litigation or its resolution.

13. Confidentiality. The parties agree that all settlement discussions and draft settlement

agreements (including draft Memorandum of Understandings) are and shall remain confidential

and are not subject to any disclosure to any third party except to the extent required by law.

14. Successors and Assigns. This MOU and the Settlement Agreement contemplated herein

shall be binding on any successors in interest to PBC'

15. Notification to Court. Upon execution of this MOU the parties will jointly notify the

Court that a settlement has been reached, and jointly request the Court refrain from making any

further rulings in the Lawsuit pending the anticipated Dismissal with Prejudice of the Lawsuit,

either concurrently with execution of the Settlement Agreement or following failure of the

Seattle City Council to approve the ordinance described in Paragraph 5.

16. Representations. Each of the parties represents that (a) it has all requisite power and

authority to enter into, deliver and carry out its obligations pursuant to this MOU; (b) subject to

the City Council approval described in Paragraph 5, the execution, delivery and performance this

MOU have been duly authorizedby any and all requisite action by such party and any and all
requisite approvals have been obtained; and (c) this MOU constitutes alegal, valid and binding

obligation of such party which is enforceable agaínst such party in accordance with its terms.

17. Citv Involvement in Pending Litigatiqq. With respect to the pending litigation between

the franchise's former owners and PBC, the City agrees to remain neutral in the litigation. In
addition, the City and its agents shall not communicate with PBC or its agents or the plaintiff or

its agents regarding the issues in that lawsuit except as required by compulsion of law; provided

that this agreement shall not impact the terms of the protective order granted by the court in
corurection with the Lawsuit.

18. Miscellaneous. Any provision of this MOU may be amended or waived only by a writing
signed by each of the parties hereto. No party to this MOU may assign any of its rights or

obligations under this MOU without the prior written consent of the other party hereto. This

MOÚ contains the entire agreement between the parties hereto with respect to the subject mdtter

hereof and supersedes all prior agreements and understandings, oral or written, with respect to

such matters. Nothing in this MOU, express or implied, is intended to confer upon any person or
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entity other than the parties hereto, or their successors or permitted assigns, any rights or
remedies under or by reason of this MOU. This MOU and any amendments hereto may be

executed in one or more counterparts, each of which shall be deemed to be an original by the

party executing such counterpart, but all of which shall be considered one and the same

instrument. This MOU will be governed by and construed in accordance with the domestic laws

of the State of Washington, without giving effect to any choice of law or conflict provision or

rule that would cause the laws of any other jurisdiction to be applied.

Consented and Agreed to:

The Professional Basketball Club, LLC,
a Oklahoma limited liability company

By
Name: Clayton I. Bennett
Title: Chairman

as to legality a\d

Thomas A. Carr
City Attorney

The City of Seattle,
on First

Title: President of City Council

ry J. Nickels

By
Name:
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