COUNTY OF LOS ANGELES
DEPARTMENT OF BEACHES AND HARBORS

STAN WISNIEWSKI
DIRECTOR

KERRY GOTTUEB
CHIEF DEPUTY

January 14, 2003

The Honorable Board of Supervisors
County of Los Angeles

383 Kenneth Hahn Hall of Administration
500 West Temple Street

Los Angeles, CA 90012

Dear Supervisors:

APPROVAL OF AMENDMENT TO CONCESSION AGREEMENT -
SEA VIEW RESTAURANTS, INC.
(3rd DISTRICT)
(3 VOTES)

IT IS RECOMMENDED THAT YOUR BOARD:

Approve and authorize the Chair to sign the attached Amendment (Exhibit A) to the
existing Concession Agreement between the County and Sea View Restaurants,
Inc., temporarily waiving the current letter of credit security requirement in favor of
alternate security to the County.

PURPOSE/JUSTIFICATION OF RECOMMENDED ACTION

The County and Sea View Restaurants, Inc. (Gladstone's) entered into a 20-year
Concession Agreement (Agreement) on November 1, 1997. The Agreement, among other
provisions, requires Gladstone’s to provide a $2.7 million renovation of the Gladstone’s 4
Fish Restaurant located at Pacific Coast Highway and Sunset Boulevard and for payment
of annual minimum and percentage rents to the County. Gladstone’s has completed the
required renovation, continues to operate the restaurant facility and has, since inception of
the Agreement, paid ( with the exception of minimum rent payments due on December 1,
2002 and January 1, 2003, as herein later detailed) its minimum of rent of $145,833 per
month ($1.75 million annually), having not yet reached the threshold for payment of
additional percentage rent. The Agreement also requires that Gladstone’s provide the
County with a security deposit in the form of an irrevocable letter of credit (LC) in an
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othe ob!igations due the County under the Agreement.
Gladstone’s has indicated that due to recent events which have curtailed national travel,
combined with the normal seasonal nature of its business (Gladstone’s restaurant receipts
have traditionally been much higher during summer months and have also been derived, in
substantial part, from out-of-town visitors), it is temporarily unable to sustain the cash flow
burden of providing both the LC (for which it must post the full cash equivalent) and
monthly County rent ($145,833). It has requested a temporary suspension of the LC
security deposit requirement in exchange for providing alternate security to the County,
while it takes steps to restructure its operations to provide increased financial stability.

The proposed amendment to the Agreement (Amendment) creates a temporary waiver,
until October 1, 2003, of Gladstone’s obligation to maintain the LC. This waiver may be
extended at the discretion of the Board of Supervisors (Board) for an additional 12-month
period if Gladstone’s demonstrates material progress in attaining financial stability during
the initial waiver period.

In consideration for the waiver, Gladstone’s will grant the County: (1) a security interest in
all trademark rights in and to the name “Gladstone’s”, including all rights to the use of the
“Gladstone’s” name throughout the United States (the Name Rights); (2) a security interest
in all restaurant furniture, fixtures and equipment (FF&E), subject only to the existing lien or
other interest that financed Gladstone’s acquisition of the FF&E; and (3) a security interest
in all current Royalties; (4) an irrevocable license to use the “Gladstone’s” name and
trademark at the current site and within a 15-mile radius thereof (excluding the area within
the unincorporated boundaries of Marina del Rey) (the License); and, (5) Gladstone's will
pay all delinquent rents, penalties and interest. The temporary waiver of the LC
requirement is immediately revocable by the County if Gladstone’s, at any time, fails to
remain current on all payments due under the Agreement.

If Gladstone's reinstates the LC in conformance with the terms of the Agreement, the
assignments and security interests granted to the County in the Name Rights and the
Royalties will expire, however the security interest in the FF&E and the License will
continue in perpetuity. The County’s lien on the FF&E will be subject to an existing
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encumbrance in the approximate amount of $150,000. However, if the County ultimately
acquires the FF&E through foreclosure, it will be in position to re-lease the restaurant
premises on a “turn-key” basis by virtue of having acquired the FF&E and the License.

Implementation of Strategic Plan Goals

This recommendation is consistent with the County’s Strategic Plan Goal of Service
Excellence, in that it accommodates the lessee’s temporary economic needs and enables
operational and management improvements to the leasehold while ensuring that the
County'’s interests are protected.

FISCAL IMPACT/FINANCING

The Amendment will have no impact on the rents that the County receives from
Gladstone’s as it provides solely for a temporary alternative form of security.

As consideration for granting the waiver, the County gains control, in perpetuity, of the
License, which would add significant value to this location upon the expiration of the
current Agreement and/or in the event of failure of Gladstone’s to restore the LC as
agreed. Additionally, upon a default by Gladstone’s, the County may enforce its security
interests in, and acquire, the permanent right to the use of the Gladstone's Name Rights
and trademark and will be entitled to any royalties derived from licensing thereof,
throughout the United States and would also accede to rights to the FF& E, subject only to
the existing lien thereon.

Gladstone’s will pay or reimburse the County for all costs incurred in negotiating this
Amendment.

FACTS AND PROVISIONS/LEGAL REQUIREMENTS

Under the existing Agreement, Gladstone’s must maintain an LC in favor of the County in
an amount equal to 3 months’ minimum rent to secure Gladstone’s obligation to the
County. Gladstone’s has not made its 12/1/02 or 1/1/03 minimum rent payments. A
condition of the Amendment is that Gladstone’s become and remain current on all
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obligations to the County, including the aforementioned minimum rent payments. The
Amendment effects a temporary waiver of Gladstone’s obligation to maintain the required
LC until October 1, 2003 (subject to County’s right to revoke the waiver for not remaining
current on all payments due to County as called for in the Concession Agreement). The
waiver may be extended for an additional 12 months in the discretion of the Board if
Gladstone’s demonstrates material progress in attaining financial stability during the initial

waiver period.

A more detailed outline of the terms and conditions for the granting of this waiver is as
follows:

ISSUE TERMS
(1) Waiver of A waiver of the requirement to maintain the $437,500 LC until October
Security 1, 2003, which waiver may be extended at the discretion of the Board
Requirement for an additional 12 months if material progress in attaining financial

stability is demonstrated, and further contingent upon approval and
acceptance of the substitution of the Alternative Security set forth below.

(2) Assignmentof | Gladstone’s to grant the County a security interest in the “Gladstone’s”
Gladstone’s trademark, including all rights to the use of the “Gladstone’s” name in
Trademark connection with both the current restaurant site and elsewhere

throughout the United States. Gladstone’s is also to grant the County an

irrevocable license to use the Gladstone’s trademark and name rights at
the current restaurant site, and within a 15-mile radius thereof

(excluding the area within the unincorporated boundaries of Marina del

Rey). The security interest shall expire upon Gladstone’s restoration of

the LC, but the License shall continue.

(3) Assignmentof | Gladstone’'s to grant to County a security interest in all current
Security restaurant furniture, fixtures and equipment (FF&E), subject only to
Interest County assumption of regular payments on Gladstone’s current

obligation thereon.
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(4) Assignmentof | Gladstone’s to convey an assignment to the County of all current and

Royalties future royalties derived from the licensing of the “Gladstone’s” name
and/or trademark. Such assignment shall be triggered in the event
Gladstone’s does not reinstate the LC within the time period(s)
prescribed in the Amendment.

(5) Rentand Gladstone’s to become and remain current on payment to the County of
Other all rental obligations. Any late payment shall trigger revocation of LC
Payments waiver.

(6) County Costs Payment by Gladstone’s of County costs to negotiate and develop an
amendment to the Agreement reflecting above referenced alternative
security deal points.

The Amendment will become effective only after Gladstone’s has fulfilled the conditions set
forth in items 2 through 6 above and set forth in more detail in paragraph 5 of the attached
Exhibit A.

On the 14th day of January, 2003 the Los Angeles Beach Commission is scheduled to
meet to consider the Director's recommendation to execute the Amendment. We will
advise your Board of the Commission’s recommendation prior to your consideration of the
Amendment. The Amendment has been approved as to form by County Counsel.

ENVIRONMENTAL DECLARATION

The proposed Amendment of the financial provisions of the existing Agreement is not a
“project” for the purposes of the California Environmental Quality Act, because the activity
will not result in a direct or reasonably foreseeable indirect physical change in the
environment.

CONTRACTING PROCESS

Not applicable.
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IMPACT ON CURRENT SERVICES (OR PROJECTS)

There is no impact on other current services or projects.

CONCLUSION

Authorize the Executive Officer/Clerk of the Board to send two copies of the executed
Amendment to the Department of Beaches and Harbors.

Respectfully submitted,

Bt W e

Stan Wisniewski, Director

SW:;rm
Attachment

C: Chief Administrative Officer
Executive Officer, Board of Supervisors
County Counsel
Auditor-Controller




EXHIBIT C

Description of FF&E

1. The items described on Schedule 1 attached to this Exhibit C and all replacements
and substitutions therefor /Schedule 1 should contain an inventory of the FF&E]

2. Any and all other furniture, furnishings, fixtures, machinery, equipment and other
tangible personal property now or hereafter located at the Premises that is used or useful in
connection with the operation of a bar or restaurant, including, without limitation, the following:
tables; chairs; barstools; table linens; towels; curtains, draperies, paintings, pictures, mirrors and
other hangings; lamps and other lighting equipment; televisions, radios, satellite and stereo
equipment; dishes and glassware; flatware and other dining utensils; stoves, ovens, refrigerators,
freezers, ice machines, blenders, mixers, toasters, sinks, basins, trays, racks and other appliances
and kitchen and bar equipment; pots, pans, kettles, skillets, bowls, cutlery and other cooking,
kitchen and bar utensils.

883811, - VI/V2 C-1




Schedule 1 to Exhibit C

SCHEDULE “A”

Master Security Agreement #30-0009:;
Schedule 0210-001 ‘
California Beach Restaurants, Inc., as Borrower
Lyon Credit Corporation, as Secared Party

Furniture, fixtures, equipment, point of sale systems, computer equiment, sound
systems, phone systems, lobster tanks, sinage and other tangible pers onal property
including but not limited to those described below, now owned or he reaﬁer acqm:cd
located at 17300 Pacific Cbast Highway, Pacific Palasades, Californ:a: 90272. In
addition, all products and %»roceeds thereof, if any, all additions, attachments, aocessories
and accessions thereto and' any and all substitutions, replacements or exchanges thercto
and any and all insurance and/or other proceeds thereof.

QTY DESCRIPTION

14 Srealth Touch Terminals, Cryix GX 180 Pentium Cla: s Processor:
Integrated with 12/1 Active Matrix Color Touchscreex! LCD 800X600
Resolution, 2.5 Gig+ HDD, 16 MB RAM, 3 Serial Com Ports, 1 Barallel
Port, 1 Ethemet Port, External Floppy Drive Port, Extirnal VGA. Port,
Mag Card Swipe, Windows 95, Charcoal Color

Customer Display

Cash. Drawers

Cash Drawer Tills

15 Theimal Printers

11 Kitchen Printers, Epson TM-200 Printe;s. '

2 Back office Computer, IBM Compatible PC, Pentiurn IT 450
MMX Microprocessor, 4.3 Gig Hard Disk Drve, 64 MB! ‘Ram,
3i5 1.44 FDD, 36X CD ROM, 17" Monitor Windows NT,
Mlcrosofc Office 97

1 Front Office Computer, IBM Compatible, Pentium 350 MHZ

10.0 Gig Hard Drive, 64 MB RAM, 36X C]) IROM,

Windows 95

] -

14 Srealth Touch Terminals, Cryix GX 180 Pentium. Class Processor |
Integrated with 12/1 Active Matrix Color Touchscreen LCD 800X600
Resolution, 245 Gig+ HDD, 16 MB RAM, 3 Sexial Cou Ports, 1 Parallel
Port, 1 Ethernet Port, Extemal Floppy Drive Port, External VGA Port,
Mag Card Swipe, Windows 95, Charcoal Color (cont.)

2 Report Printers
1 Hubx24

Pagelof3
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Schedule 1 to Exhibit C

SCHEDULE “A”

Master Security Agreement #30-0009%
, Schedule 0210-001
California Beach Restaurants, Inc., as Borrower
Lyon. Credit Corporation, as Secured Party

OTY DESCRIPTION

3 Modems, US Robotics, 56.6 Baud

2 TU.P.S. Battery Backup Devices

14 'POSitouch Fine Dining Software Module::

1 POSitouch Back office Software, Windows Versm;n
POSitouch Inventory Software Module

POSitouch Time and Attendance Softvrare Module
PQOSitouch Electronic Credit Card Proc essing SoftWaJ:e
Module .
POSitouch to ADP Interface Module

PC Anywhere Host/Remote 8 0 32 Bit Communications
Software Module

RES Plus Reservations Software Module

[ ry

— b

1 HP Laser 2100 Printer,
300 Magnetic Swipe Cards
1 Bravo Esprdsso Machine

1 HPNetServ;r LC3 PIU 500, 64MB, 512KB, 24XCD, 10/100
S/N'US91900615
9.0GB Hot Swap Wide Ultra SCSI Hard Drive, S/N 0(’0RE2E8348
HP 64MB ECC Dimm
HP 128MB ECC Dimm
14” SVGA Monitor, S/N 89185101131
APC Smart-UPS 1000VA, S/N GS9843868578
HP SureStore 24i Internal DAT Drive, S/N GB21134801
HP 4MM 125-Meter DDS-3 Cartridge
. HP DDS Cleamng Cartridge, 2 pack
MS Windows NT Server V4.0 Competitive UPG w/10 AL o
Seagate Backup Exec V7.2 NT Single Server
Cisco 1924-24 Port 10MB Switch w/2 100 BTX Ports
HP Brio PIIL}450 MT64MB, 13GB, 32XCD, Audio 51.2KB
S/N:  SUS91905500, SUS91807020, SUS91807022,
SUS91807023, SUS91810194
5 CTX VL700:17" SVGA Monitor
S/N: SlN8190402308 S1N890402314, SIN8904023$'0
SlN8904023Z3 SIN890402321

(J‘I—Apﬂ.)—l)—.‘p—l,—ny—t’—a‘.—.p—l.—.
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Schedule 1 to Exhibit C

SCHEDULE “A”

Master Security Agreement #30-000)5
Schedule 0210-001
Cahforma Beach Restaurants, Inc., as Bo rrower . .
Lyonl Credit Corporation, as Secured F arty ¥

&

D;ESCRIPTION

Intel EherExpress Pro/100+ PCI Network Adapter c
Hp LaserJet 4050N Printer v
Power Sugrge Protector ‘
DAT Tapk Organizer
AT Modem Cable, 6’

- Stereo Amphﬁers
Weather rcmstant loud speakers
Mlcrophohe preamplifiers, Zone Controllers, Graph 4 Equahzers
Outside swmhable microphone .

\oac\p—-:—a\n;—u.

~ 'VB43030iPanasonic DBS 40 Cabinet
VB43412{CPC-A Il Module Software
VB43420 !SCC~a Moduke Software
VB43511A 8 Circuit Loop Start Trunk Cards
VB34511R Circuit Digital Station Cards
VB43621A 8 Circuit Analog Station Card
VB43431 DTMF Receiver
VB2089P Ring Voltage Unit
VB44220B 22 Button Sets (Black) '
VB44223B 22 Button Display Sets w/speakerphone
2 Port 130{Hour VS225 Voice Mail system
Entry Arch Sign

= =t LA OO ek et b DD N b e e

together with all productsiand proceeds thereof, if any, all additions, z'zttacluuenfs,l
accessories and accessio | thereto, and any and 2!l substitutions, reglacements or
exchanges thereto, and any and all insurance and/or other proceeds IbHereof

Page 3 of 3
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EXHIBIT D

Registration Information for Trademarks

883811.RED - V1/V2 D-1




- CALIFORNIA BEACH RESTAURANTS, INC.

' United States Trademark and Service Mark Portfolio (as of January 13, 2003)

Application No.

Trademark Goods/Services Registration No. Comments
T ’ J TE 85
glt,ﬁg esd)ONE S Restaurant services 73/446,005 1,337,282 REGISTERED on 5/21/19
(Int. Class 42) « Sections 8 & 9 Renewal/Declaration due
5/21/2005
9 4 [ ]
G GLADSTONE'S4 | g taurant services 73/566,483 1426956 | RECISTERED on1/27/1987
FISH and Design
(Int. Class 42) ‘ * Sections 8 & 9 Renewal/Declaration due
1/277/2007
i . ERED on 88
G and Design Restaurant services 73/665,240 1,477,188 REGISTERED on 2/16/19
(Int. Class 42) * Sections 8 & 9 Renewal/Declaration due
2/16/2008
) Glass products, .
ﬁ%&?ﬂnﬁﬁ; o | memely, mugs and 75/418,709 2,418,549 REGISTERED on 1/5/2001
drinking glasses « Sections 8 & 15 Declaration due 1/9/2007
(Class 21);
Textile products,
namely, beach
towels
(Int. Class 24);
Clothing, namely, T-
Shirts, and caps (Int.

Class 25)

a LIgIHXH




CALIFORNIA BEACH RESTAURANTS, INC.

United States Trademark and Service Mark Portfolio (as of January 13, 2003)

Trademark Goods/Services Application No. | Registration No. Comments
G GLADSTONE’S .y .
MALIBU and Design | Providing restaurant 76/079,489 2,506,092 REGISTERED on 11/13/2001
SCIvices « Sections 8 & 15 Declaration due
(Int. Class 42) 11/13/2007
G GLADSTONE’ .
MgLIBUSang Des?gn Restaurant services 75/418,701 N/A ABANDONED
‘ (Int. Class 42)
AD ’ .
GLADSTONE’S Providing restaurant 73/674,837 1,514,059 CANCELED
services
(Int. Class 42)
Ry i .
S (Stylized) Restaurant services 73/445,993 1,475,404 CANCELED

(Int. Class 42)




(1)

(1)
(@)

468276.1

EXHIBITE
Matters Regarding Concessionaire
Concessionaire Legal Name: Sea View Restaurants, Inc., a California corporation

Address of executive office: 17383 Sunset Boulevard, Suite 140, Pacific Palisades,
California 90272.

Mailing Address: same

Names under which Concessionaire has conducted its’ business: California Beach
Restaurants, Inc., Gladstones 4 Fish, R]’s The Rib Joint, Natural Otganics, Inc. and
LH.V. Corp.




EXHIBIT F

Matters Relating to Representations and Warranties

Lyon Credit Corporation, a2 Delaware corporation, has been granted a secutity interest in the
FF&E. See Security Agteement dated Match 15, 1999 attached hereto.

MCA Development Venture Two has been licensed the Name Rights pursuant to License
Agreement dated April 21, 1992, a copy of which is attached hereto.

Concessionaire is in advanced negotiations with Pendragon Partners, LLC for the license of the
Name Rights to Pendragon Partners for a single restaurant site in Long Beach, California and up
to two (2) additional restaurant sites not within a twenty (20) mile radius of the Premises.

468276.1




LICENSE AGREEMENT

This License Agreement ("Agreement”) is entered into as of ApnICQL 1992
by and between SEA VIEW RESTAURANTS, INC., a California Sorporation (“Licensor),
and MCA DEVELOPMENT VENTURE TWO, a Cahforma corpcration (“Licensee”), For
purposes of this Agreement, certain terms used herein shali have the meanings set forth
on Exhibit 1 attached hereto.

BACKGROUND FACTS

Licensor is the owner and operator of a seafood restaurant operated under
the “Gladstone’s" and "Gladstone's 4 Fish* names. Licensee is the Restaurant Owner of
the Restaurant and Units which will be managed on behalf of Licensee by CB Universal
Corporation pursuant to the Management Agreement. In order to facilitate the operation
of the Restaurant and Units, Licensee desires to obtain the licensie granted herein for use
of the Licensed Property in connection with the operation of the Restaurant and Units on
the terms and conditions set forth herein. In order to accomplish the foregoing, the
parties hereto agree as hereinafter set forth.

ARTICLE |
TERM OF AGREEMENT

This Agreement shall be effective for the period commencing on the date
hereof and ending on the Termination Date.

ARTICLE II
GRANT OF LICENSE

21 Llicense Grant. Except as otherwise providec! herein, Licensor hereby
grants to Licensee a license to use the Licensed Property solely in connection with the
operation of the Restaurant and Units. The foregoing license rigt ts may only be assigned
or transferred in accordance with Section 7.11 and, except as provided in Section 7.16,
such license rights are granted on a nonexclusive basis. The forsgoing license rights are
limited to use of the Licensed Property solely on signage and supplies (such as napkins,
menus, matchbooks, and food and beverage cartons and containers) located at the
Restaurant and Units, on merchandise sold in or from the Restaurant and Units and for
marketing, advertising, and promotional materials associsted solely with the Restaurant
and Units; provided, however, that use of the Licensed Property shall be permitted at
locations other than the Restaurant and Units if such use is in connection with the
provision of Licensed Off-Site Catering. The Licensed Propery is licensed for use in
connection with the operation of the Units as described in the Nlanagement Agreement,
that is, as a sushi bar, a bar selling non-alcohalic and alcoholi: beverages and a food
facility featuring tempura food itemns; if the particular use of any such Unit is changed, the
Licensed Property shall not be used in connection with such Unit unless approved by
Licensor, which approval shall not be unreasonably withheld. ©otwithstanding anything
to the contrary set forth in this Agreement, Licensee shall be under no cbligation to use

the Licensed Property in connection with any Unit, and if so used Licensee shall be under
no obligation to continue such use.

GLADSTONE'S.LIC (04/16/82:6) -q-
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2.2 No Right t license. The Licensee shall have no right ta grant
sublicenses of the Licensed Property to third parties.

2.3 Certain License Obligations,

(8) Licensee shall use commercially reasonable efiorts to operate, or
cause to be operated, the Restaurant in accordance with the standards of quality and
professionalism associated with the operation of Gladstone’s/SM at the time and to
provide all services and food and beverages related thereto. “he parties acknowledge
that the Licensed Property and the goodwill associated therewitl has great value, thatthe
consuming public and the restaurant industry assaciate the Licer sed Property with service
and food and beverages of consistently high quality, and that the terms and conditions
of this Agreement are necessary and reasonable to assure the consuming public and the
restaurant industry that the service and food and beverages provided at the Restaurant
are of the same consistently high quality as Gladstone’s/SM.

(b) Subject to the rights of Licensor in this Agreement which are solely
for the protection of Licensor's rights and velue in the Licensec Property, Licensor shall
neither have nor exercise any control over Licensee’s method of dperating the Restaurant,
and Licensee is under no obligation to adhere to any specified scheme or plan for
operating the Restaurant. Licensor has no obligation to advertise, market or promote the
Licensed Property on behalf of Licensee or the Restaurant; and Licensor agrees that
Licensor will not advertise, market or promote the Restaurant without Licensee'’s prior
consent.

24  Restrictions on Display of Licensed Property, All signage, advertising,

marketing and promotional materials bearing the Licensed Property (collectively, the
"Materials") shall bear the trademark and copyright notice designated by Licensor in
Exhibit 3. Licensor shall provide Licensee with appropriate artwork depicting such

- trademark and copyright notices. The Materials shall not make reference to any other
restaurant operated or licensed by Licensar. Licensee shall submit to Licensor, at the
address set forth in Section 7.1, a sample of any such proposed Materials not less than
three (3) business days in advance of use of such proposed Materials, and Licensor

. agrees, upon request of Licensor, to meet and confer with Licensor to discuss such
proposed Materials if Licensor reasonably believes, and advises Licensee as to the
specific reasons, that the use of such proposed Materials coulii jeopardize, limit, impair
or interfere in any manner with Licensor’s ownership of and right to use and exploit the
Licensed Property or the goodwill associated therewith or depreciate the value thereof.
Notwithstanding anything to the contrary in this Agreement, neitter Licensor nor Licensee
shall copy or otherwise appropriate for its own use the graphics, promotional ideas or any
ather elements set forth in advertising, marketing and promotional materials bearing the
Licensed Property that are developed by the other party.

2.5 Ownership of Licensed Property. All Licznsed Property and the

goodwill associated therewith is and shall remain the sole and exclusive property of
Licensor. Licensee shall not directly or indirectly obtain or attempt to obtain during the
term of this Agreement or at any time thereafter, any right, title, or interest in or to any
Licensed Property or in the goodwill associated therewith. Licznsee shall not take any
actions and will not use or display the Licensed Property in @iny manner which could

GLADSTONE'S.LIC (04/16/92:6) 0.
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jeopardize, limit, impair or interfere in any manner with Licensor’s ownership of and right
to use and exploit the Licensed Property or the goodwill ussociated therewith or
depreciate the value thereof. Licensor shall at its own expense challenge all unauthorized
uses or infringements on the Licensed Property and Licensor shall prosecute any person
or firm that uniawfully uses or attempts to use the Licensed Praperty.

26 Materials. Licensor will make available to Licensee at Licensor's expense
all photographic material and artwork with respect to the Licensed Property including any
logo which Licensor has available and which Licensee may require to fulfill its obligations
hereunder.

2.7.‘ Warranties and Covenants.

(@  Licensor hereby represents, warrants and agrees to the following:

' ()  That Licensor is the sole and absolule owner of the Licensed
Property, including the copyrights and trademarks in connection therewith;

(i) That neither the Licensed Property nor the exercise by
Licensee of the rights granted herein with respect to the Licensed Property does or will
infringe upon the rights of any third party under (A) any contract or agreement; or (B) any
rights of or laws governing copyrights, trademarks, privacy, lib:l or slander; or (C) any
other literary, artistic or property right;

@i) That the Licensed Property and :ll rights, licenses and
arivileges granted to Licensee hereunder are free and clear of all liens, charges or
encumbrances of any kind and character, except for the security interests granted to
Security Pacific National Bank and The Restaurant Enterprises (iroup, Inc., respectively.

(iv) That the Licensor has the right and power to enter into this
Agreement and grant all of the rights, licenses and privileges granted to Licensee
hereunder;

(v That, to the best of Licensor's krowledge, there are no
litigation proceedings or claims pending or threatened against Licensor, Licensor's
predecessors-in-interest or any other party which may adversely affect the rights, licenses
and privileges granted to Licensee hereunder; and

(vii That, tothe best of Licensor’s knowledge, neither Licensor nor
its predecessors-in-interest has done anything heretofore, not will any such party do
anything hereafter, that is inconsistent with or in derogation of the abligations of Licensor
hereunder or any of the rights, licenses and privileges granted to Licensee hereunder.

(b)  Licensee hereby represents, warrants and «grees that Licensee has—
the right and power to enter into this Agreement and perfo'm all of its obligations
hereunder.

GLADSTONE'S.LIC (04/16/526) | -3-
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ARTICLE Ill
ROYALTIES AND PAYMENT TERMS

3.1 Royalty Fee. licensee shall pay to Licensir a royalty in an amount
equal to eight-tenths of one percent (0.8%) of the Gross Receifts of the Restaurant plus
eight-tenths of one percent (0.8%) of the Gross Receipts of the |Jnits; provided, however,

the Gross Receipts of a Unit shall cease to be included in the Zalculation of the Royalty
Fee if (@) the Unit is not using the Licensed Property, (b) the Unit is then managed by a
person or entity other than the person or entity then managing) the Restaurant, and (c)
the Unit facility is reconfigured or reconstructed in such a manner that there is no direct
access to the Unit from the Restaurant.

19 Pavment of Rovalty. The Rovalty Fee shall be naid on & monthly

oy laany - -

basis within twenty (20) calendar days after the end of each calendar month Inthe event
Licensee fails to make payments when due, a late payment chzrge may be assessed by
Licensor equal ta the maximum interest rate allowed by applicable law for each day
payment is not received by Licensor. If no maximum rate is ¢stablished by applicable
law, the late payment charge shall be twelve percent (12%) per annum.

' ARTICLE IV
REPORTS, AUDITS, AND INSPECTIOM

4.1  Licensee Reports.

(@ Licensee shall maintain, or cause to be maintained, complete
and accurate accounting and other records to substantiate “he calculation of Gross
Receipts for purposes of determining the Royalty Fee.

(b) Not later than twenty-five (25) calenidar days &fter the end of
each calendar month, Licensee shall submit, or cause to be :submitted, fo Licensor a
schedule setting forth in reasanable detail the calculation of the Gross Receipts upon
Wthh Licensee has calculated the monthly Royalty Fee.

(c) Licenseeshall furnish to Licensor upon the request of Licensor
copies of the preliminary and approved annual advertising, marksting and public relations
plans required to be delivered by Manager to Licensee under the Management
Agreement.

4.2 Audit Rights. For a pericd of thirty (30) months after Licensee's
payment of any Royalty Fee, Licensee shall upon reasonable acivarice natice and during
normal business hours permit Licensor and any representative or agerit thereof, at the
Licensor's expense, to examine Licensee’s books and recortls, and to make copies
thereof, for the purpose of verifying Licensee’s Gross Receipls and calculation of the
Royalty Fee.

4,3 Inspection Rights. Licensor and any representative or agent thereof
shall be permitted to visit and inspect the Restaurant facilities znd Unit facilities at such
reasonable times and as often as may be reasonably requesteri by Licensor.
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ARTICLE V
DEFAULT, TERMINATION, ‘AND EXPIRAT ON

5.1 Vi f Termination

(@8  Eitherparty (‘Terminating Party”) may terminatethis Agreement
at any time upon thirty (30) days notice to the other party ("Non-Terminating Party”) upon
the occurrence of any of the following:

()] If the Non-Terminating Partr breaches any term or
condition of this Agreement and such breach is not cured within the foregoing thirty (30)
day notice period; provided, however, that if such breach cannot be cured within said
time period, the Non-Terminating Party shall be deemed to have cured such breach if the
Non-Terminating Party commences cure of the breach within said time period, and
thereafter diligently and in good faith continues with and actually completes said cure.

(i)  If at any time the Non-Terminating Party shall generally
not pay the Non-Terminating Party’s debts as they become due or shall admit in writing
the Non-Terminating Party’s inability to pay the Non-Terminatirig Party’s debts, or shall
make a general asagnment for the benefit of creditors; or

(iii) lfthe Non~Termmat1ng Party siaall commence any case,
proceeding or other actions seeking to have an order to relief entered on the Non-
Terminating Party’s behalf as debtor or to adjudicate the Non-Terminating Parly as
bankrupt or insolvent, or seeking the reorganization, arrangemer:t, adjustment, liquidation,
dissolution, or compasition of the Non-Terminating Party or the Non-Terminating Party’s
‘debts under any law relating to bankruptcy, insolvency, reorgantzation, or relief of debtors
or seeking appointment of a receiver, trustee, custadian, or otner similar official for the
Non-Terminating Party, and such case, proceeding, or other action (A) results in the entry
of an order for relief against the Non-Terminating Party which is not fully stayed within
thirty (30) business days after entry thereof, or (B) shall remain undismissed for a penod
of ninety (80) calendar days.

(b) Notwithstanding the provisions of Section 5.1 (a), Licetisar, in
Licensor’s sole discretion, may terminate this Agreement at any time upon any default by
Licensee in the payment of any amounts owing Licensor unde: this Agreement, if such
payment default is not cured (including the payment of interest d ue thereon under Section
3.2) within the ten (10) day period following the date on which Licensor gives notice to
Licensee of its delinquency.

(¢) Licenses, in Licensee’s sole discretion, may temminate this
Agreement at any time with respect to any of the Units or in its entirety, effective upon six
(6) months prior written notice to Licensor, provided, however, that Licensee may cease
using the Licensed Property immediately after giving such notice.

5.2 Effect On Rights. Termination of this Agreement by either party shall
not act as a waiver of any prior breaches of this Agreement and shall not act as a release
of either party from any fiabflity for prior breaches of this Agreement.
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5.3 Prohibition on Further Use, Upon the expiraiion or termination of this
Agreement, Licensee shall immediately discontinue the use ol the Licensed Property,
which actions shall include, without limitation, removal of all signs and other items
displaying the Licensed Property and the discorttinuance of all use of the Licensed
Property in all advertising, promotional, and marketing materials and activities.
Notwithstanding the foregoing, Licensee shall be entitled to continue to use supplies then
on hand displaying the Licensed Property for a period not to exceed sixty (60) days after
the date of expiration or termination of this Agreement, but shall not order new quantities
of such supplies after such expiration or termination.

5.4  Survival of Provisions. The provisions of Section 2.5, 4.2, and 7.6 and
of Article VI and this Article V shall survive termination or expirgtion of this Agreement.

_ ARTICLE VI
SETTLEMENT OF DISPUTES

6.1 Arbitration, Any dispute arising under this Agreement shall be
subrmitted to arbitration by a panel of three arbitrators, unless the: parties otherwise agree
on the number of members on the panel. The panel shall be chosen pursuant to the
procedures of the American Arbitration Association, unless the parties otherwise agree
on the method of selection. Unless the parties otherwise agree, the foregoing disputes
under this Agreement shall be governed by the Commercial Arbitration Rules of the
American Arbitration Association then in effect insofar as such r.les are not inconsistent
with the provisions set forth herein. All proceedings before the arbitrators shall be held
in the state and county where Licensor maintains it principal executive offices.

6.2 [Fees. Each of the parties will share etjually in the costs and
expenses of arbitration unless the arbitrators find that the positon of the non-prevailing
party in such arbitration was without substantial justification ot was frivolous, in which
event the arbitrator may assess all of such costs and expenses together with reasonable
attorneys’ fees against the non-prevailing party.

6.3 Discovery Rights. Each of the parties shall be entitled to pre-hearing
discovery rights in accordance with the Federal Rules of Civil Procedure. This entitlement
shall not limit the power of the arbitrators to accord the parties greater rights of inspection
and discovery that they would have in a suit at law; provided, hovrever, that matters which
would be privileged in a suit at law shall be privileged in such erbitration,

6.4 Jurisdiction of Arbitrators. The jurisdiction of the arbitrators is limited
to adjudication of the specific issues presented to them for adjudicatio, and such
jurisdiction shall no give the arbitrators authority to supplement, modify, add to, subtract
from, change or amend any of the terms of this Agreement,

6.5 Binding Decisions. The decision of the arhitrators pursuant to this
Article VI shall be canclusive and binding upon both parties except to the extent the
arbitrators exceed their jurisdiction or authority under this Agreement, the decision of the
arbitrator is not supported by substantial evidence, or the decision of the arbitrators is
based upon an error of law. Except as provided in this Section €.5, any determination by
the arbitrators of an award may be filed with the clerk of a court 5f competent jurisdiction
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as a final adjudication of the claim involved, or application may b made to such court for
judicial acceptance of the award and an order of enforcement, as the case may be.

ARTICLE VIl
GENERAL PROVISIONS

7.1 Notices. All notices, demands, requests, consents, approvals or
other communications (collectively “Notices") required or permitte:d to be given hereunder
or which are given with respect to this Agreement shall be in writing and shall be deemed
duty served or given (j) when actually defivered, if delivered by overnight or other courier
or delivery service which confirms delivery in writing, or (i) within five (5) business days
after deposit in the U.S. Mail, if sent by certified mall, postage prepaid, return receipt
requested. Such notices shall be addressed as set forth below cr such other address as
such party shall have specified most recently by written notice.

To Licensor: Sea View Restaurant, Inc.
17351 Sunset Boulevard, Suite 404
Pacific Palisades, CA 90272
Facsimile No.: (310)459-9356
Attention: President

To Licensee: MCA Development Venture Two
10 Universal City Plaza, Suite 2000
Universal City, CA 91608
Facsimile No.: (818)777-0660
Attention: Legal Affairs

7.2 Counterparts. This Agreement may be executed in counterparts,
each of which shall be deemed an original, but all of which taken together shall constitute
but one and the same instrument.

7.3 Goveming Law. This Agreement shall be ¢joverned by, interpreted
under, and construed and enforced in accordance with the interr al laws, and not the laws
pertaining to conflicts or choice of laws, of the State of California applicable to
agreements made and to be performed wholly within the State of California. In the event
a judicial or other proceeding is necessary to resolve any dispute hereunder, the sole
forum for resolving disputes arising under or relating to this Agreement shall be the
Municipal and Superior Courts for the County of Los Angeles, &itate of California, or the
federal district court for the district of California associated with such county and all
related appeliate courts and the parties hereby consent to the ju-isdiction of such courts,
and that venue shall be in such county.

7.4  Entire Agreement. The terms of this Agreernent are intended by the
parties as a final expression of their agreement with respect to such terms as are included.-
in this Agreement and may not be contradicted by eviclence of any prior or
contemporaneous agreement, all of which are hereby supersizded and shall have no
further force or effect The parties further intend that this Agreement constitutes the
complete and exclusive statement to this terms and that no extrinsic evidence whatsoever
may be introduced in any judicial proceeding, if any, involving this Agreement.
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7.5 Modifications, Amendments, Waivers, and Extensions. This
Agreement may not be modified, changed or supplemented, nor may any obligations
hereunder be waived or extensions of time for performance g+anted, except by written
instrument signed by the party to be charged or by its agent duly authorized in writing or
as otherwise expressly permitted herein. No waiver of any beach of any agreement or
provision herein contained shall be deemed a waiver of any |areceding or succesding
breach thereof or of any other agreement ar provision herein >ontained. No extension
of time for performance of any abligations or acts shall be de¢med an extension of the
time for performance of any other obligations or acts.

7.6 Attorney's Fees.

(@) Subject to the provisions of Section 6.2, in the event any party to this
Agreement initiates any judicial or arbitration action, suit or other proceeding which
concerns that interpretation or enforcement of this Agreement, the prevailing party in such
action, suit, motion, application or proceeding, or judgment crizditor, shall be entitled to
recover its costs and attorney’s fees from the non-prevailing g arty or judgment debtor,
including costs and fees on appeal, if any.

(b) Attorneys’ fees and costs incurred by a pravailing party in enforcing
and collecting a judgment resulting from an action, suit or othér proceeding concerning
this Agreement are also recoverable from the judgment debtar as a separate item of
recovery. Such postjudgment debtor as a separate item ¢f recovery. Such post-
judgment attorneys’ fees are a separate and distinct item of rec:overy, severable from all
other provisions of this Agreement, including the right to prejucgment attorneys’ fees as
provided above In this Agreement, and this =rovision shall survive any judgment and not
be deemed merged into any judgment.

7.7 Mﬂeﬂ@ Titles and headitgs of sections of this
Agreement are for convenience of reference only and shall not affect the construction of
any provision of the Agreement,

7.8 Exhibits. Each of the Exhibits referred to herein and attached hereto
is an integral part of this Agreement and is incorporated hereir: by this reference.

7.9 Consents and Approvals. Whenever the consent or approval of either
party is provided for in this Agreement, such consent or approv.l shall be given in writing
to the requesting party.

7.10 United States Currency. All references to dollar amounts herein shall
mean United States dollars and all payments required under this Agreement shall be
made in United States dollars.

7.11 Assignments. In granting the foregoing license rights, Licensor is
relying on the restaurant-operating capabilities of the Manager and on Licensee’s
expertise in developing and marketing a retail/entertainment project like CityWalk. As a
result, this Agreement and the rights, duties and obligations hereunder may not be
assigned or delegated by Licensee without the prior written ccnsent of Licensor, which
consent shall not be unreasonably withheld, Any assignment of rights or delegation of
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duties or obligations under this Agreement by Licensee made without the prior written
consent of Licensor shall be void and of no effect. Licensor may freely assign or delegate
this Agreement or any rights, duties or obligations of Licensor hereunder without the
consent of Licensee. Licensee acknowledges that Licensor has granted to Security
Pacific National Bank a security interest in this Agreement and that Security Pacific
National Bank is a collateral assignee with respect to this Agreement.

7.12 Successors and Permitted Assigns. Tais Agreement and the
provisions hereof shall be binding upon each of the parties, their successors and

permitted assigns.

7.13 Parial Invalidity. If any provision of this Agreement is found to be
invalid by any court, the invalidity of such provision shall not affect the validity of the
remaining provisions hereof,

7.14 Indemnification.

(8) Licensor shall defend (with counsel reasonably satisfactory to
Licensee), indemnify, pratect and hold harmless Licensee, its directors, officers,
employees, licensees, agents, successors and assigns, anc each of the foregoing,
against and from any and all claims, suits, demands, causes of action, judgments,
liabilities, losses, costs and expenses (including, without limitation, actual attorneys' fees
and disbursements and court costs) that arise out of or result irom () the breach of any
of Licensor's warranties and representations herein contained or (i) the breach by
Licensor of any of #ts other obligations under this Agreement. Any of the indemnified
parties hereinabove named may waive their respective rights cf defense, in which case,
notwithstanding anything to the contrary in this Agreemen, Licensor shall not be
responsible for the costs or expenses of any such walving paty’s defense. Any costs
incurred by any of the indemnified parties which are the responsibility of Licensor under
these indemnity provisions, shall be promptly reimbursed Ly Licensor to the party
incurring such expense, or, alternatively, at Licensee’s election, may be deducted by
Licensee from any amounts owed to Licensor under this Agreement. Notwithstanding the
foregoing, neither an indemnified party hereinabove set forth nor Licensor may settle or
compromise any claim, suit, etc. arising under this Section 7.° 4(a) without the consent
of the other, provided, however, that such consent shall not b2 unreasonably withheld.

(b) Licensee shall defend (with counsel -easonably satisfactory to
Licensor), indemnify, protect and hold harmless Licensor, its directors, officers,
employees, licensees, agents, successors and assigns, ancl each of the foregoing,
against and from any and all claims, suits, demands, causis of action, judgments,
liabilities, losses, costs and expenses (including, without limitation, actual attorneys' fees
and disbursements and court costs) thet arise out of or result irom () the breach of any
of Licensee’s warranties and representations herein containzd or (i) the breach by
Licensee of any of its other obligations under this Agreement. Any of the indemnified
parties hereinabove named may waive their respective rights cf defense, in which case,
notwithstanding anything to the contrary in this Agreemeni, Licensee shall not be
responsible for the costs or expenses of any such walving pa-ty’s defense. Any costs
incurred by any of the indemnified parties which are the resporisibility of Licensee under
these indemnity provisions, shall be promptly reimbursed by Licensee to the party
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incurring such expense. Natwithstanding the foregaing, neither an Indemnified party
hereinabove set forth nor Licensee may settle or compromise any claim, suit, etc. arising-
under this Section 7.14(b) without the consent of the ather, provided, however, that such
consent shall not be unreasonably withheld.

7.15 Authority and Capacity. Neither partyis an agent, partner, franchisor,
franchisee or joint venturer of or with the other party, and neither party is authorized to
waive any right or to incur, assume or create any debt, obligation, contract or release of
any kind whatsoever in the name of or an behalf of the ather party. Neither party shall
hold such party out as such as agent, partner, franchisar, franchisee or joint venturer of
the other party or 1o make any statement or representation that the first party has any
such authority or relationship.

7.16 Competition. Until the Termination Date, neither Licensor nor any
entity affiliated with Licensor shall own, aperate or otherwist: directly or indirectly engage
in the seafood restaurant business or license or otherwise permit the use of the Licensed
Property in connection with any restaurant anywhere within a radius of ten (10) miles
measured from the Restaurant. Subject to the foregoing, Licensor and such affilisted
entities may awn aperate, lease, license, franchise or atherwise be affiliated with other
restaurants Or store facilities in Los angeles, California or elsewhere. Until the Termination
Date. neither Licensee nor any entity affiliated with Licensee shall own, operate or permit
others to operate a restaurant serving primarily seafood with menu items similar to
Gladstone's/SM within University City. Subject to the foregoing, Licensee and such
affiliated entities may own operate, lease, franchise or otherwise be affiliated with other
restaurant facilities in Universal city, California or elsewhere. Licensse also agrees that
any new Manager under the Management Agreement or any other operator of the
Restaurant pursuant to any ather agreement or arrangement with Licensee shall enter into
~ an agreement with Licensor in form and substance satisfactory to Lieensor that such new

Manager or operator will not compete or bid against Licensor or otherwise attempt to
obtain any lease or concession rghts with respect to the [ocation’ at which
Gladstone’s/SM is currently operated. :

IN WITNESS WHEREOF, the parties hereto have executecl this Agreement effective as
of the day and year first written above. '

SEA VIEW RESTAURANT, INC., MCA DEVEI.OPMENT VENTURE TWO,
a Califomia corporation a California corparation

By: W By‘%% 5 2 ? i”
Printed NameRofedt W. Scttucz- Lawréince D ngin, President

and Title: DaEside—

THE RESTAURANT ENTERPRISES GROUP, INC., gs asecured party of Licensor, hereby
consents to and acknowledges the terms of this License Agreement and agrees that so

long as Uicensee is not in default under the terms of this Liceise Agreement (beyond any

period given Licensee to cure such default, by law, in equity ar by the terms of this
License Agresment), Licensee's rights under this License Agteemei;xt shali not be affected
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or disturbed by it in the exercise of any of its rights and remedies under its secumy
agreement and other documents related to its security interest granted by Licensor.

THE RESTAURANT ENTERPRISES GROUP, INC.
By:

Pri;ated Name
and Title:
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EXHIBIT 1
CERTAIN DEFINITIONS

For purposes of this Agreement, the following terms shall be defined as
follows: ’

CityWalk means CityWalk as defined in the Management Agreement.

Gross Receipts means Gross Receipts as defined in the Management
Agreement,.

Gladstone's/SM means Gladstone’s/SM as defited in the Management
Agreement.

Licensed Property means the trade names, trademiarks, service marks, and
trade styles listed on Exhibit 2 attached hereto.

_ Licensed Off-Site Catering means the catering of events as permitted by the
Management Agreement,

Management Agreement means the Restated Management Agreement dated
as of March 5, 1992, by and between CB Universal Corporation, a California corporation,
and Licensee, a copy of which is attached hereto as Exhibit 4.

Manager means the Manager under the Manageinent Agreement.

Restaurant means the seafood restaurant generally of a type, style and
standard similar to Gladstone's/SM to be located at CityWalk and to be operated under
the "Gladstone's 4 Fish" name pursuant to the Management Agreement.

Restaurant Owner means the Owner under the Management Agreement.

Royalty Fee means the license royalty providec for in Article ill of this
Agreement. ‘ -

Termination Date means the earlier of (i) December' 1, 1993 if the Restaurant
has not opened for business by such date; (i) the date Licenst:e ceases to operate the
Restaurant for any reason for more than 180 consecutive days; (jii) termination of this
Agreement pursuant ta Article V hereof, and (iv) November 30, 2017.

Units means the Units as defined in the Management Agreement.
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Mark

Gladstone’'s

Gladstone's 4
Fish

G (stylized)

'd Gy ON

LICENSED PROPERTY

Registration No.
1,337,282
(script)

1,514,089
(block print)

21915

1,426,956
24923

1,477,188

Reaqistration Data
5/21/85
11/22/89
1/10/85

1/27/87
11/7/85

2/16/88

489

EXHIBIT 2

Jurisdiction
Federal
Federal

California

Federal

California

u.s.
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EXHIBIT 4

RESTATED MANAGEMENT AGREEMENT

THIS AGREEMENT made as of this th day «f March, 1992, by and
between MCA DEVELOPMENT VENTURE THO, hereinafter called "Jwner® and CB UNIVERSAL
CORPORATION, hereinaftex called "Manager",.

WEEREAS, Owmer is developing a retail/eatertainment project in
Universal City, California known ag *Citywalk" containing approximately 200,000
square feet of gross leasable space;

WHEREAS, an affiliate of Manager is presently the owner and opaerator
of a seafoad regtaurant in Santa Monica, California known as *“Gladstonms's ¢ Fish"
and hereinafter referred to as *“Gladstone's/SM;" :

WHERBAS, Owner is desirous of engaging th® Manager to manage a
*Gladstone's 4 Fish"™ Restaurant (the "Restaurant®) to be designed, constructed,
furnished and equipped by Owner within CityWalk and lanager is desirous af
accepting such engagement;

WHEREAS, in addition to managing the Restaurant, Owner is desirous:
of engaging the Manager to manage additional food and beverage units: (the>
"Units") adjacent to the Restaurant and Manager is desirous of acceptingrsuch:
engagement; and

WEEREAS, Owner and Manager are desirous of imending the
Agreement dated February 7, 1991 executed in the namés of their respective
affiliates, MCA Development Company and California Beach Palm, Inc., by
subgtituting this Regrated Managepent Agreement therefor.

NOW, THEREFORE, THIS AGREEMENT WITNESSETH tlat in consideratlon of
the mutual covenants, terms and conditicns hereinafter sat forth and the sum of
One Dollar (51.00) paid by each party to the other, the recejipt and sufficiency
of which ig hereby acknowledged, the parties hereto agree as follows:

1. Llocation and ‘Ingmvenént of Regcaurant I'remices,

{a) Location of Premismes. Owner will construct a restaurant
facility of approximately 13,210 square feet on the grouid floor of CityWalk in
Space 112 and the basement below such Space (the "Restaurant Premisea®), and
other food and beverage units of approximately 2,315 square feet adjacent theraeto
in Spaces 102, 104, 106 and 108 (hereinafter collectivily referred to as. the
“Unit Premises"), all as indicated on the space plan attiiched hereco as Exhibit
A-4 (Revised 2/28/92). The Unit Premises shall include (i) a sushi bar, (ii) a
bar selling non-alcoholic and alcoholic beverages, (iii) a food faeility
featuring tempura food items, and (iv) such other ancillary and complementary
use(8) as determined by Manager and approved by Owner. ‘he Restaurant Premsises..
and the Unit Premises ehall hereinafter be collectively r¢ferred to as the-"Total
Premigea.”

In addition, Qumer shall provide for exclusive use in connection with the
Total Premises of (i) an exterior beach area consjsting of approximately 2,400
square feet adjacent to Space 102 and (ii) patio space of approximately 2,000
square feet for additional seating on the ground floor adjacent to Space 112, all
as indicated on the space plan attached hereto as Exhibit A=4.

Manager, its employees, invitees and customers ghall be entitled to usa all

of the common areas and parking areas of CityWalk (as indicated on the Plot Plan

» @&ttached hereto as Exhibit A=2) to the same extent and subject to the terms and
conditions applicable to CityWalk tenants which are set forth in Exhibit C."

) (b)  Improvement of Total Premiges. (wner will complete all
impraovements at the Regtaurant Premises and Unit Premisses specified as being
"Landlord's Work” in Exhibit B attached hereto ("Basic Shell™) and thereafter all
improvements necessary to convert the Easic Shell at the Rgtaurant Premises into
a2 fully oparaticnal restaurant facility (the "Restaurant. Improvements") and at
the Unit Prewmigses into fully coperational facilities for the uses hereinabove set
forth (the "Unit Improvements®”), including but not liwmited to the design,
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conatruction and installation of the gtorefronts, eKktarior signs, ineerior
Zinishes, furnishinge and equipment, HVAC package unite and utility digesibution
iines within the respective Premises, all in accordance with plang and
specificarions approved by Manager and by Owner, wiich approval shall not
tnreasonably be withheld or delayed. Manager shall sa2lect the architect and
Sonaultants, subject to Owner's prior approval, and Owner shall retain the
Tutually approved architect and consultants to work wi.th Manager on dasigning
both the Restaurant Premises and Unit Premises. Owner is currently scheduled to
complete the Bapic Shell and Restaurant Improvements and Unit Improvements on or
sefora December 1, 1992. In the event that the Basic¢ 5Shell and the Restaurant
improvements and Unit Improvementa are not completed ¢n or before Decembar 1,
1993 (subjecr to any delays due t6 the circumatances ser. forth in Paragraph 24),
then Manager may elect, by notice in writing to Owneér, to terminate this
agreement.

(<) Parking. Owner shall provide parking for employees and
customera of the Restaurant and Units on a non-exclusive basig in common with
customers and employeea of other occupants and tenant® of CityWalk within the
parking areas designated on Exhibit A<2. Owner may eatablish from time to times
specific areas for employee parking. Ownar shall have the right to charge all
users for parking at the rates then prevailing in the pacrking areas for employee
parking and restaurant and stare customer parking. Notwithstanding anything-to -
the contrary contained herein, Owner shall not establisii any fee or other chawvge-
for parking payable by employees and/or cusatomers of the Restaurant and Units in
excesas of those charged to employees and/or customers of any other restaurant in
CityWalk (including without limitation any such restaurant and stores which may
Se owned or managed by Owner or an affiliate of Owner). In addition, if Owner
establishes mpecific areas for parking by Manager's emplcyees, then such specific
areas shall be in reasonably convenient proximity to tlie Regtaurant and Units.

2. Term of Agreement. The term of this Agrzement shall commence as
of the date hereof (the "Commencement Date") and shall ccntinue until the earlier
of (a) the date which is fifteen (15) years follow.ng the opening of the
Restaurant for business or (b) the 30th day of November, 2007 (the “Term");
unless extended by Manager or earlier terminated by Owrer, as followu:

{a) Manager's Option to Extend. Zrovided Manager ig not

then in default, Manager shall have an opticn to extend the Term for two (2)
additional five (S) year periods upon all the same tarms and conditiona as
contained herein. To exercise each option, Manager rust give Owner written
notice of its intention not earlier than twentye-four months (24) months prior te
expiration of the then current Term and not later than twelve (12) months prior
o the expiration of the then current Term. if Manager fails to exercise the
first such option, Manager shall be deemed to have waived its rights with respect
To the second such option. e

(b) owner's Right to Terminate. In addition to any remadies

Owner may have in the event of Manager‘s default, Owner shall have the right to
terminate this Agreement, effective upon six (6) months prior written notice in
the following instances: '

(1) If Gross Receipts (as .ereinafter defined in
Paragraph 7) of the Restaurant Premimes ghall in any cilendar year (after the
initial twenty-four (24) montha of operation) be lese tlan Féur Million Dollars
(54,000,000) (the "Base Amount”), as such Base Amount im increased annually by
a percentage equal to the percentage increase in the Consumer Price Index for all
Urban Consumers, Los Angeles-Anaheim-Riverside, California, Sub Group All Groups
(1982~84 equals 100), which is hereinafter referred to an YCPI/LA", for the each
fuccessive anniversary of the Rent Commencement Date asg compared to the CPI/LA
for the prior anniversary of the Rent Commencement Datu, provided that if the
full service restaurant facilities on Owner's property within a radius of one
thousand (1000) feet of the Restaurant exceed 2,000 geits (in excess of those
existing as of the date of this Agreement), then the Base Amount shall be ratably
reduced by an amount determined by multiplying the Base Asount by a fraction, the
numerator of which is the then-current additional full service restaurant seats
(as described above) lesa 2,000 and the denominator of -which is 2,000.

sladoews 03/04/92

4 GhON ¥ WALPIT 00T phNVr




8l

(ii) I1f Gross Receipte decrease during two (2) successive
calendar years (i.e. a decrease followed by a further decrease) and both such
decreaged were not raflected in the compesite average of other full gervice
restaurants in Universal City having in excess of 250 seits (Manager, at its amole
COBt and expense, may cause such composite average to bé verified by a certified
Dublic accountant mutually acceptable to Manager and Ovney, provided that guch
accounctant shall be reguired ner to reveal to Managaer or any third parzy the
specific information used to calculate such composite average).

(iii) 1IZ cash Flow (as hereinaiter defined in Paragraph
7) in any calendar year is negative, and Manager doe’ not elect £o fund the
deficit.

(iv) If Robert Morris, personzlly, is not available on
a reasonable basis to consult with Owner and oversee the concept developmant,
demign, conatruction, menu developaent, pre-opening training, operatiobns: and.
management of the Restaurant and Unitg from Commancement Date through the initial.
three (3) years of operation; provided, however, that ir. the event Robert Morris..

is unavailable to perform the aforemantioned responsib.lities due to his deatlye
or incapacity, Owner shall not have the right to terminate this Agreement. if.thew
Groas Receipts of the Restaurant Premises mhall equal or excaed Eight Millionaw
Dollars ($8,000,000) for the twelve (12) months prior t¢ Robert Morris' deasshxoer

incapacity or (if Robert Morris' death or incapacity octurs prior to the- eadmaf:
the first twelve (12) manths of operatiocn) for the firut twelve (12) monthwcof
operation. If Owner shall have cerminated this Agreenent due to Mr. Morrist
death or incapacity during the initial three years of operation, Owner shall
refund to Manager an amount equal to the amount of the capital contribution made
by Manager pursuant to Paragraph 5. Notwithstanding snything to the contrary
contained in the foregoing, in the event that Owner believes that any default of
the provisions of this Paragraph 2(b)(iv) has occurred, Owner shall give Manager
notice thereof, and Manager shall not be in violatlon of its obligations
hereunder if such default ig cured on or bafore thirty (30) days follewing
Manager's receipt of such notice.

(c) Destruction or Condemnation. Either Owner or Manager may
terminate this Agreement, upon thirty (30) days praior written notice to the other

parcy, if (i) at any time during the Term, all or a material part of the Total
Premimes is cdamaged or destroyed to the extent that the Potal Premises cannot be
reconstructed within 180 daya, or (ii) all of the Total Premises is taken by
condemnation or eminent demain by any public or quasi-public body, or so mwuch of
the Premises is taken that the remaining portion cannot >e prafitably wanaged-or
operated as a restaurant in accordance with the terms ¢f this Agreement.

Upon expiration or earlier termination of this Agreement, Manager .

shall deliver to Owner copies of all books, records and accounting systems
relating to the Restaurant and Units and all funds belonging to Owner and shall
aggign to Owner all Restaurant and Unit contracts and licenses in the namezof
Manager and put Owner in possession of all perscnal property relating to the
Restaurant and Units.

3. Duties of Manager. Owner hereby engajes Manager and Manager
hereby accepta much engagement as Manager of the Regtausant and Units utilizing
the trade name "Gladstone's" or such trade names am Owner shall reasonably
approved. During the period from the Commencement Date through the third year
aof operations of the Restaurant, Mapnager shall make aviilable the services of
Robert Morris to pezrform the duties hereinafter set faorth, and Robert Morris,
rersonally, agrees to perform such duties during such peried and that the
rerformance of such duties shall constitute his primary businegs activity during
such period. MNanager shall diligently consult and advise Owner on the design,
construction, and equipping of the Restaurant and Units and thereafter shall use
its best professional efforts to manage and operate tle Restaurant and Unity
profitably in full complianca with all applicable laws, codes, ordinances and
regulations inposed by governmental authorities. idanager will open the
Restaurant and Units for business with the publie on or before thirty (30) days
after the date on which the Total Premimes are delivered to Manager, following
completion of the Basic Shell and the Restaurant Improvements. Subject to
Paragraph 24 ("Force Majeure"), at all times from and after such opening date,
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Manager shall keep the Restaurant and Units continucugly open for business during
all regqular customary hours as is reasonably determined by Owner, but shall not
be less than £from 11:00 am to 11:00 pm, every day of the calendar year: providaed,
however, that the Unita shall only be required to ke open at such times ag are
commercially reasonable. Manager shall at all times act in accordance with the
nighest profegsicnal standards respecting the managenefit and operation of a
restaurant and stores similar to the Restaurant and Units. Nozwithatanding
anyching specified to the contrary in this agreemant, Owner may reasonably
request Manager to take or refrain from taking any action with respact to
operating or managing the Restaurant and Units and Manager ahall take or refrain
from taking such action provided it is not injurious to Manager's reputation or
zhe reputation of "Gladstone's," ‘it does not cause MNanager to breach any
provisions of this Agreement, and Manager incurs no direct financial hardehip in
connection with, or as a result of complying with, owner's request. The duties
of Manager shall include, without limitation, the folluwing:

(a) Rendering and performing all necessary servicss in
connection with the operation of the Restaurant Premises as a seafood restaurant
and of the Unit Premises, at a standard at least equivalent to the standard of
quality and performance of Gladstone's/SM or other restaurants with a similar
market orientation that are located within the Projact as of the time- such-
services are rendered or performed, whichever standard i: higher (the "Comparison-
Standard");

(b) Collecting of all Gross Receists for the account of
Quwner;

(<) Making of necessary repairs, replacement of worn-out,
defective or cbsolete furpiture, fixtures and equipment and generally maintaining
the Total Premises in g¢good order and repair equivalent to the Comparison
Standard. Prior to the incurring of any costs for r2pairs, replacements or
maintenance comte in excess of the approved annual budget., or for any gingle item
not specified in the approved annual budget if such item is over Ten Thousand
Dollars ($10,000) (increased each year during the term hereof in proportion to
the increases for such periods of the CPI/IA), Manager shall obtain Owner's prior
written approval, such approval not to ba unreasonably withheld or delayed:

(d) Employing, training and supervis.ing (and discharging when
cequired) of all necessary Restaurant and Units personnel, which personnel shall
be employees of Manager, (including, but not limited to, managers, waitecs,
waitresses, busboys/girle, bartenders, chefs, cashiers, dishwashers, maitre d's,
kitchen staff, sales and security personnel), upon termii and conditions, and at
staffing levels and at compensation rates reasonably cowparable to those then
crevailing at Gladstone's/sSM and other comparable restaurants and stores in the
Los Angeles area;-’

(e) Following the initial stocking of the Restaurant and
Units pursuant to Paragraph § of this Agreement, purchasing and waintaining
adequate stock of food, beverage and merchandise inven:tories and supplies for
consumption and sales at the Restaurant and Units and effecting all settlements
therefor as agent for Owner onh terms consistent with the thes prevailing terms
for Gladstone's/SM and other comparable restaurants and stores in the Los Angeles
area;

(£) Providing Owner, by the twentieth (20th) day of each
month, financial statements on the Restaurant and Units for thé preceding month
and calendar year to date, which statements shall include a balance sheet, profit
and lose statement, and supporting schedule setting fortl comparisons of current
accounts with both the annual budget and the prior year, together with a
reasonably detailed explanation of variances ("Financial Statements");

( Advertigsing, in mass media, the Restaurant as 2
Gladstone's 4 Fish Reataurant and the Units in a manner Jnd at a cost consistent
with the budget and advertising plan approved by Manager and Owner pursuast to
Subparagraph 3(h) below;
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{h) Preparing in a form reasonably acceptable to Owner and

* submitting for approval by Owner by Octobar 1 of each.year: (i) an annual

0t

operating budget for the Restaurant and Units detailing projected Grosa Receipts,
Expenses, Regerve Funds, and Cash Flow for the next calendar year; (ii) a capital
budger projecting capital expenditures expected to be incur;:ed in each of the
next ensuing three (3) calendar vears of operationa; (iii) a repair and
maintenanca budger for the next ensuing calendar year| {(iv) preposed menu and
merchandiese prices for the next ensuing calendar yea?; and (v) advertisging,
marketing and public relations plan for the next ensuing year. Manager shall use
itg good faith effort to make each such document as adcurate as is reasonably
possible; nevertheless, the parties acknowledge that variances may occur due to
unforeseeable events or changed circumstances.

If any annual budget is not approved, one hundred five perceat (105%) of the
approved budget for the prior year shall apply and ke dzemed to be the approved
annual budget until a budgaet for the year in question is approved. Manager shall
not exceed any approved budget expanse line item or chan¢le prices without Owner's
prior written consent, which Owner shall not unreasonabhly withhold or delay.

(i) Delivering to Ouner copies of all material contracts
pertaining to the Restaurant and Units within two (2) wenks of execution thersof.
and any other documents reasonably requested by Owner, provided that Manager's
inadvertent failure to deliver any such contract shall rot be deemed a breach of
this Agreement;

(3) Meeting with Owner monthly or more frequently as
veasonably requested by Owner in order to discusa the ongoing design,
construction, operation and/or management of the Reataurant and Units, including
comparison of the past month's performance with budget, Frojection of performance
for the balance of the caleadar year, explanation of variances from budget as
well as obtaining Ownex's approval of such variancea. Robert Morris shall
personally be in attendance for the majority of such mentings during the periocd
from the Comméncement Date through the third year of operation of the Restaurant;

(k) Obtainirg all necesmary vermits and liceases which are
required to operate the Restaurant and the Units; provided, however, that Owner
shall obtain the certificate of occupancy therefor. Upon request of Manager,
Owner shall assist Manager in obtaining any permits an¢ licenses which Manager
is required to obtain pursuant hereto. Notwithstanding the foregoing, Owner and
Manager shall work cocoperatively to obtain a full-service ligquor license with
respect to the Restaurant and the Units, which license shall be issued jointly
to Manager and Owner. Owner shall pay the cost of applying for and purchasing
such license. Upon expiration of earlier termination of the Agreement, Owner
shall be deemed owner of such license and Manager shall take all commercially
reasonable steps necesmsary to transfer its interest to Owner; ‘

(1) Any other duties required in the managing and operating
of the Restaurant and Unita as currently performed by Manager at Gladstone's/SM;
and

(m) Obtaining and at all times maintiining (i) comprehensive
commercial general liability insurance written on an occirrence basis for bodily
injury and property damage with coverage limits of noi: less than Ten Million
Dellars ($10,000,000) combined single-limit per occurience in the aggregate,
inguring against any and all liabhility of Manager for risks typically coverad by
an "Iso-type"™ policy with respect to the Total Premises or arising out of the
majintenance, use or occupancy thereof; (ii) worker's compensation insurance
required by the State of Califormia for the benefit of Manager's employees
(Manager shall wajive and cauge its worker's compansation carrier to waive their
respective rights of subrogation against Owner, MCA Inc., and MCA Inc.'s parent;
subsidiary and affiliated companies, and such additional individuals or entities
as Owner 'shall from time to time reasonably designate); (iii) dram shop insurance
naming Owner and Manager as co—insaureds; and (iv) a blanket fidelity bond with
coveragae limits of not less than One Million Dollars ($1,000,000) covering all
operating persomnel. Both the insurance companiea and the insurance policies
shall be subject to Quner's prior written approval. Ilfanager‘s obligation to
¢arry the insurance provided for above may be matigfied by incluzion of the Total
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Premises within the coverage of a so-called "blanket" policy or policies of
insurance carried or maintained by Manager; provided, however, that Ownep (and
others reasonably designated by Ownaer) shall be namecl a8 additional insureds
thereunder as their inrerests may appear and that the coverage afforded to Quner
shall not be reduced or diminished by reason of the use Of such blanket policies
sf insurance and that the raquirements set forth herain are otherwise gatigfiaed.

4. Matters Requjiring Owner's Weitten Aproval. In addition to

mattera requiring Owner's approval as set forth elsewhele in this Agreement, the
following mattars (to the extent they are not otherwise approved by Ouner
pursuant to Subparagraph 3(h)) shall require Owner's prior wrirtren approval,
whieh shall not be unreasonably withheld or delayed:

_ (a) The hiring and replacement of tile general manager of the
Restaurant and the galary and compensation package to be offered to each job
c¢laseification of Restaurant and Unit employees; providad, however, that (except
in situations in which the incumbent general manager's conduct is immineatly
deleterioua to the operation of the Restaurant or Unit euch thar Manager believes
it is necessary to fire such incumbent general manager immediately and o
Owner's prior written congent to such immediate firing is not possible or
practical) Manager may not fire any general manager of tli@ Rastaurant without the~—
Prior written congent of Owner until and unless Owner has previously approved-of
the replacement for such genaral manager;

(p) Any capital expenditureas after the Restaurant opems for
business;

{c) Any contracts pertaining to the Regtaurant and/or Units
with any affiliate of Manager of any duration; any othe: contract pertaining te
the Restaurant or Units extending for a period in exitesa of one (1) year or
requiring aggregate payments in excess of Five Thcusand Dollars ($5,000)
(increased each year in proportion to increages in the (IPI/LA); any transaction
involving the Restaurant or Units that ig not in the ordinary course of business;
and any action pertaining to or involving the Restaurant or Unitsa chat is net
intended for -he smole benmefit of the Restaurant and Units;

(d) Any promotions, apoﬁso:ships, aivertising, or tradeouts
in and/or for the Restaurant or Units; -

(e) Any policy of Manager with regzrd to complimentary and
promotional sales and discounting prices to employees and others for food,
Severage and merchandise at the Restaurant or Units; ard

(£) Any change in personnel levels which could reasonably be
expected to impact Restaurant and Units labor costs as approved in the annual
budget by more than five percent (5%):

{g) Manager‘s accounting policies, procedures, interjal
controles and accounting gsyetems used in and for the Restaurant and Units.

5. Punding Obljgations; Capital Contributions. Except as noted below,
Owner shall fund all of the costs relating to the Bas.c Shell and Restaurant
Improvements and Unit Improvements as well as the cost of moveable furniture,
furnishings and equipment ("Furnishings) and the cost of operating supplies,
food, beverage and merchandise inventories, pre-cpening expenses, and all other
items required to open the Restaurant and Units for tusiness to the general
public ("Inventories®). The total coet of Restaurint Improvements, Unit
Improvements .and Furnishings is currently astimated to be approximately Four
¥illion Dollars (54,000,000). Notwithstanding anything in this Agreement to the
contrary, Owner shall not be cobligated te expend more ‘:han $4,100,000 for the
Restaurant Improvements, Unit Improvements and Furnishing¢s, and Manager shall use
its best efforts to insure that such tota) cost does not :xceed such amocunt. The
actual cost of Restaurant Improvements, Unit Improvements, Furnishings and
Inventories actually funded by Owner is hereinafter referred to as “Owner's
Capital Investwent." '
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Manager hersby agrees to contribute to the total cost of Raataurant lnprovensots,
Unit Improvements, Furnishings and Inventories the sum of Three Eundred ¥ifey
Thousand Dollars ($350,000). Manager shall wmake its c<atxibution to Owner as
follows: Owner hereby acknowledges recaipt of One Hundred Thousand Dollars
{$100,000) paid by Manager; Manager shall pay to Owner One Hundred Thousand
Dollars (S100,000) on or bafore March 15, 1992, and Maniger shall pay to Owner
one Hundred Fifty Thousand Dollars (5150,000) within three days afeter
asubstantial Completion® (defined below) of the Bagic Shall and Restaurant and
Unit Improvements have occurred and Owner hag notified ltanager, in writing, Qf
such occurrence. The term "Substantial Completion* shal.. mean the first date on
which all of the fallowing shall have occurred: (i) !danager has received. a
written atatement signed by Ownar's architect, certifying (te the reascnable
satisfacrion of Manager) that all Qf the Restaurant Improvements and Unit
Improvemants and the Basic Shell ara completa, except fo:' “punch limt" irvsms and.
those portions which cannct be completed until after Furrishings and Inventories
are complete (any such punch list items shall be completsd by Owner promptly, in
any event in not were than thirty (30) days following f:he date of Subscantial
Coapletion); and (ii) Manager has received a copy ¢f the cerxtificates. of
occupancy issued with respect to the Total Premisas by the appropriate
governmantal entity having juriadiction thareover.

Notwithstanding the foregoing, Kanager may retain, fr<m the amount othatrwisew
payable as its final One Hundred Fifty Thousand Dollars ($150,000) payment.dus«
hereunder, an amount not to exceed Twenty-Five Thousand llollars (525,000). Suchs:.
amount may be used by Manager to pay a project coardinator, mutually

to hoth Owner and Manager, a , NOt to exceed Twi» Thousand Five Hundeedw-
Dellars ($2,500) per month, for the full-time services rendered in connection
with the development of the Premises. In the event the iggragate salary paidito
such project coordinator, as described above, does not equal or exceed Iwenty-
Five Thousand Dollars ($25,000), then on the day on which the Manager opens the
Reastaurant and Units for busineas with the public, Manager shall pay to Owner the
sum equal to (i) Twenty-Five Thousand Dollars (525,000) minus (ii) the aggregate
salary so paid to such project cocrdinator. Such project coordinator shall be
employed by Manager in auch capacity beginning on the dite on which thirty (30)
days prior to the start of construction of the Restaurant and Unit Improvesents
thkrough and including the date on which the Manager opens the Restaurant and
Units for business with the public.

6. Compengation of Mansqges. For the services to be rendered
hereunder by Manager, Manager shall be paid the following: .
(£) Basjc Management Fee —-- An amount equal to four five _,

percent (4%) 5¥—of the Gross Receipts (as hereinafter defined in Paragraph 7)
of the Restaurant and Unita in each calendar year durinc the term hereof, less my
wsount pasd by Owner on bahalf of Mezager es a license fee for use 0f tha G.adstone’s” nmme, logo, ate. that
$X0eods tha one percent (1X) license fes otherwise paynbls by Owner pursuant to Che Licenas Azreemant Detwesn
whioh—anownt—phail—inelude=

Owner snd Sea View Restaurancs, Inc. any—iioence~fee-MHanager-

PLEASE INIT
1

@%0»; plus

, (g) Ipcentive Mapagement Fee -- After Owner has recouped.froa-
the Cash Flow (as hereinafter defined in Paragraph 7' the amount of Owner's
Capital Inveatment in excess ¢f $2,350,000 (provided tha: such amount so recoupad-
shall not exceed $1,400,000) plus interest therson accru.ng monthly from the date
of disbursememnt at the Prime Rate (as hereinafter dofined in Paragraph 7),
Manager shall receive (i) an amount egqual to twenty-five per cent (25%) of the
Cash Flow of the Restaurant and Units in each calendar year (or portion thersof)
during the Term until sueh time as Owner has recouped itn additional §2,000,000
Plus interest thereen accruing monthly from the date of clisburaement at the Prime
Rate, and thereafter (ii) an amount equal to fifty pe:: cent (50%) of the Cash
Flow of the Rastaurant and Units in each remaining cazlendar year (or portion
tharecf) during the Term.

If there is a Cash Flow deficit in one or both of {he first two (2)
following the date on which Manager opens the Restaurant and Units for business
with the public, and such Cash Flow deficit has been fuaded by Manager, them in
addition to any other sum paid to Manager hereunder, tie amcunt of the deficit
00 fundaed (with interest at the Prime Rate, calculated ¢m the outstanding amount
of auch deficit from the date any portien of guch deficit was funded by

until such amount has been repaid Managar) shall be repaid to Manager at the same
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time as payment of the Baeic Management Fee, commencing in the month follawing

the first month in which Cash Flow is available, and con:iinuing thereaftar in any

month following & month in which Cash Flow is available until Manager has been

repaid the entire amount of Cash Flow deficit so funded by Manager. If there is

negative Cash Flow in any calendar year (and/or any cumulative negative Cash Flow
balance from prior calendar years) which has not beer. funded by Manager, the

amount of negative Cash Flow shall be carried forward (with interest accruing

monthly at the Prime Rate) to the next calandar year and, if necessary, to

subsequent calendar years and offset against positive Clash Flow for the purpose

of the calculation set forth in the preceding paragraph.

The Bagic Management Fee shall be paid on a monthly basis, within fiva (5) days
after Owner's receipt Of the Financial Statemencts for the preceding month and
calculated upon Gros=a Receipte for such preceding month. The Incentive
Management Fee shall be paid within thirty-five (35) days following the end of
each calendar quarter.

Except as otherwise provided in the approved annual rudget, Manager shall be
entitled to no additional compensation or reimbursement for off-Premises costs,
services or overhead other than as hereinabove set for:h.

7. Definitions.

(c) The term "Gross Receipts* shall mean the grosa selling
price of all food, beveraga and merchandise scld in or from the Restaurant and
Units and any and &ll other receipte generated from any business done in or from
the Restaurant and Unit Premises by Manager, whether for cash or on credit;
including, without limitation, redemption at the Restaurant and Units of pre-sold
gift certificates at face value, all proceeda from (Catering Activities (as
hereinafter defined in Paragraph 12), admission and/or cover charges, and
promotional and advertising revenue, but shall not include (i) sales, excise aad
similar taxes imposed or levied by any governmental authority, (ii) credit card
charges, (iii) tips or service charges to the extent paii directly to Restaurant
and Unit employees, (iv) interest ecarmed on Restaurant ans Unit bank accounts,
and (v) complimentary or promotional sales to customérs or employeces of the
Restaurant and Units, provided that such sales shall not exceed the. amount
budgeted therefor in the approved annual operating bidget (as set forth in
Paragraph 3(h) or, if no amount is so budgeted, an amount equal to one half of
one percent (0.5%) of Gross Receipts in any month. Ia addition, Manager may
deduyct from Gross Receipts the amount of any check or c¢redit card charge which
Manager is unable to collect, after using commercially reasocnable efforts.

(d) The term “Cash Flow" shall mean Grossg Rec'eipt.s leas the
following expensea:

(i) operating expenses, including without
limitation (aa) costs of food, beverage and merchandise, (bb) labor costsa, (c¢)
utilitiee and telephone, (dd) insurance, (ee) advertiasing, (£f) supplies, (gg)
security, (bh) janitorial services, (ii) personal property taxes, (jj) repairs
and majintenance costa, (kk) amorrtization in accordance with generally accepted
accounting principles of capital expenditures incurred after the Commencement
Date, (ll) miscellanecus other reamcnable, necessary and proper expenses and (mm)
an amount equal to $232,875.00 (adjusted annually per CPI/LA) to cover insurance,
common area maintenance expsnses and base year real property taxes;

(ii) imputed annual rent equal to the greater of
fixed reat in the amount (to be adjusted annually per CP1/LA) of $296,100 (i.e.,
$30 per square foot) for the Restaurant Premises (excluding the basement portion
thereof), plus $50,100 (i.e., $15 per square foot) for the basement portion of
the Restaurant Premisee, plus $138,900 (i.e., $60 per square foot) for tha Unit
Premisas, ox the sum total of the following percentage rents:

i ' (&) eight per cent (£%) of all Gross Receipts
derived from food and beverage sales in or from the Res:aurant Premises, plus

(B) ten per cent (10%) of all Gross Receipts
derived from food and beverage sales in or from the Uni': Premises, plus
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{C) ten percant (10%) of all Gross Receipts
derived from merchandise sales and any other operations in or from either the
Restaurant Premiges or the Unit Premisges;

{iii) a contyribution to thez CityWalk Marketing Fund
in an annual amcunt equal to $46,575.00 (adjusted annuilly per CPI/LA);

(iv) all ether costs and charges reasonably paid
by Owner in ceonnection with the Restaurant and Unite and not hereinbefore
enumerated, including parking rebateg or validation costa approved by Manager,
(if any) and financial and operational audits;

(v) cthe Baaic Managenent Fee specified in
Paragraph 6(a) above and any cther cogts for which Manager seeks reimbursemen
and have been approved in wriving by Owner; )

(vi) regerve funds which Manager determines in
ita reasanahle discretion to be required to meet anticipated or unanticipated
costs or expensaes of the Restaurant and Units ("Reservz Fundsa"). The Reserve
Funds during the first calendar year (or portion thereoi) shall be Ten Thousmand.
Dollara (5$10,000) per month and thereaftar in any calendar year shall be- as
determined by Manager in the annual budget, but shall no: be more than three per-
cent (3%) of budgeted Gross Receipts or less than two per cent (2%) of budgeted
Gross Receipts without Owner's prior written approval; and

{vii) the recoupment of tle amount of any deficits
funded by Manager during the first two (2) calendar years.

(e) The term "Prime Rate" shal.l mean the monthly rate
of interest publicly anncunced from time to time by Bank of America, Natiomal
Truet and Savings Association in San Francisco, Califeraia (or such other bank
aa Owner may from time to time specify) am its "reference rate" or its “prime
rate” unless such rate exceeds the maximum lawful yate uniler usury or similar law
in zhi state of California, in which case it shall be dedmed to mear the maximum
lawful rate.

4 8. Bank Account. Prior to the opening of the Restaurant and Units
for pusiness, in addition to Ouner's other obligations hereunder (including
without limitation those described in Paragraph §), Owner shall deposit the sum
of Twenty~Five Thousand Dollara ($25,000) in Owner's designated bank account (the
"Account”). Aall receipts from the operation of the Res:aurant and Units shall
alsc be deposited by Manager in the Account, and all payuent of costs, expenses
and charges pertaining to the Regtaurant and Units, including the Basic
Management Fee as set out in Paragraph 6, shall be paid by Manager out of such
Account. Any checka written on the Account which are piyable to Manager shall
require Owner's signature which shall ke given with reasonable prowptness.
Provided that sufficient funds are retained in the Account to enable Manager to
continue to cperate the Restaurant and Unite in the ordiilary course of business
and to meet expected liabilities and Reserve Fund abligations am they become due
in accerdance with the approved annual budget, Owner saall have the right to
tranafer funds from the Account. Any deficiency in the Account resulting from
approved actions or the transfer of funds from the Account by Owner shall be
ﬁunded by Owner within farty-eight (48) hours of being advised thereof by

anager.

9. Books and Records/Confidentiality. Manajer shall keep accurate

books and records in accordance with generally accepted accounting principles
showing in detail all receipts and disbursements of the Restaurant and Units,
which books and records shall at all times be kept current. Owner and its
employees and agents shall, upom not less than twenty-four (24) hours advance
written notice, have access to such books, records, ntries and accounting
systems- for the purposes of auditing same and examining vouchers and receipts for
all payments made and/or moneys received, but such books, records and accounts
shall be kept in the cugtody of Manager at its accounting office. Within ninety
(90) days following the end of each calendar year, Maniger shall, provide to
Owner a profit and loss statement for tha Restaurant and Inits, which at Owner's
option, duly shall be audited.
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All booka and records and all materials delivered by e.ther Owner or Manager to

the other party pursuant to cthe terma of this Agreement shall be kept
confidential excepr as may be orherwise reguired by lazw.

14. Iademnity. Subject <o Paragraph 4 hereof, Owner hereby
2uthorizes Manager tTo enter into contracts, agreements, and commitmenta in the
name ¢f Owner and/or in the name of Manager wnichn shall d>e necessary or degirable
for the proper operation of the Restaurant and Units and consistent with the
zexms of this Agreement. Owner agrees to keep, abide by, perform and be bound
27 any and all agreements so made by Manager. Owner fuiither agrees to indemmify
‘and save and hold Manager harmless and does hereby incemnify and save and hold
Manager harmlesgs of and from all liabilities, damages, judgmencs, c<laims,
paymentg and expensea, including all attorneys' fees and diabursements, arising
cut of claima in respect of any contract, agreement or commitment entered into
-1 accordance with the terms of this Agreement. This indemnity shall not apply
to any breach by Manager of irs duty to Owner or any provisione of this
Agreement, it being understood thiat any material and wilful fraud or gross
negligence committed by Manager shall also be deemed o be a breach of this
Agreement. Manager agrees to indemnify and save and hold Owner harmless and deas..
hereby indemnify and save and hold Owner harmless of and from all liabilitiaes.
damagesa, judgmenta, claims, payments and expenges incliding all attorneys® fees«
and disbursements, arising out of claims in respect of any breach by Manager of
its duty to Owner or any provision of this Agreement, or any wilful fraud or
gross negligence committed by Manager.

l1. cCompetitiom. During the Term, neither Manager nor any person
or entity affiliated with and ceontrolled by Manager shall own, operate or
otherwise directly or indirectly engage in the seafood restaurant busineas
anywhere within a radiug of ten (10) mileas measured from the Restzurant, Subject
to the foregaing, Manager may own, operate, leara, franchise or otherwise be
affiliated with other restaurant or store facilities in Los Angeles, California
or elgewhere. During the Term, neither Owner nor any entity affiliated with
Owner shall own, operate or permit others to operaie a restaurant serving
primarily seafood with menu itemg gimilar ro Gladatone's within Universal City.
Subject to the foregoing, Ovw.sr may own, operate lease, franchise or otlerwise
be affiliated with other restaurant facilities in Universal City, Califormia or
elsewhere. Owner understands that Manager and other entitijes affiliated with
Manager are organized as corporations, and that Marager and/or such other
affiliated entitiegs may not have control over each peridon or entity which owna
shares in Manager and/or such other affiliated entity. Accordingly, the
foregoing terma in this Paragraph 11 shall not apply with respect to any
shareholdexr of Manager other than Robert Morris or any shareholder of any other
entity affiliated with Manager other than Robert Morri:s. :

Further. Manager represents that the entity that owns the rights to tha name
"Gladstone's 4 Fish"™ ("Entity") shall enter into and deliver to Owner not later
than March 15, 1992, a valid and binding agreement that (a) grants to Owner a
license to use the name "Gladstone's" and any logo or printed matter containing
such name in connection with the Total Premises and tl!e general promotion and
advertising of CityWalk and (b) restricts Entity froem licensing or otherwise
permitting tha use of the name in connection with any restaurant or units within
a radiua of ten (10) miles measured from the Restaurant: and Units.

12. gcatering Activities, Subject to Owner's prior written consent
in each instance and Manager obtaining the appropriate jovermmental permit; and
licenses, Mahager will be permitted to engage in off-Premises catering activities
serviced from the Restaurant and to otherwise cater events in other areas and
facilities within Universal City (“Catering Activities*), if and when available
for cutaside catering purpoges. If and when such other Universal City areas and
facilities are available, they shall be offered to Manager at prevailing
Universal City market rates, terms and conditions. All jross revenues from such
activities shall be included within Gross Receipts of the Restaurant.

) 13, Affiljated Transactions. If Manager :cquires food, beverage,
merchandige, supplies or other items from, or engages in any other transaction

affacting the Restaurant or Units with, a subsidiary or an otherwise affiliated
company of Manager, or itself providés any products or services in connection

8
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with the Restaurant or Units, guch transactions shall be conducted on a basis
resulting in no profit to Hanager or such subsidiary or affiliate, it baing
understood that the sole profit of Manager and any such subgidiaries and
affiliaces in connection with the Reataurant or Units shall be derived from the
Sasic¢ and Incentive Management Fees.

14. Default. =Zxcept whare longer notice periocds are specifically
srvovided for in this Agreement, in the event that eith2r Owner or Manager (the
“defaulting party") shall fail to perform any of its covenants and agreemsnts
hereunder, the other party (the “non-defaulting parcty") shall, prior to taking
any other steps to enforce its rights under this Agreement, give notice in
writing to the defaulting party of such failure, and the defaulting pacty shall
have thirty (30) days (or such longer period as may b« necessary in the event
=hat thirey (30) dayse shall be insufficient to cure su>h failure to perform so
-¢ng as the defaulting party is diligently proceedingy to cure such failure)
following receipt of said notice within which to cure the failure spacified in
such notice, and if such failure is not cured within such period, the non=-
defaulting party may terminate this Agreement and exerc¢ise its rights at law or
in equity with respect to this Agreement. Furthermor<:, in the event that the:.
defaulting party shall be declared or adjudged a bankrupt, and such declaration-
or judgmant shall not have been zet aside within sixty (60) days after notice-to
the defaulting party, the non-defaulting party may by !iotice in writing to-the-
defaulting party terminate this Agreement . forthwith. ‘

15. Notices. All notices required under this Agreement shalkl be
given in writing and shall be sent to the following:

Ouner: MCA Development vVenture ‘-wo
10 Univexrsmal City Plaza, Suite 2000
Universal City, Californ..a 91608
Attention: Lawrence D. ipungin, President

Manager: CB Univerasal Corporation
17300 Pacific Coast Hl.ghuay
Santa Monica, Califoxzfiaa 90272
Attention: Robert J. Moiris

All notices shall be delivered by registered mail (return receipt requested) or
by an overnight courier gservice that cbtains acknowled¢ement of receipt by the
addressee, Notice shall be deemed given upon receipt. Owner or Manager mAy,
from time to time by notice to the other, designate another place for receipt of
Suture notices.

16. Pinding Aqreement. This Agreement ghall be binding upon and
iaure to the benefit of the parties and their respective gsuccessors and asesigus.
This Agireement is a contract for personal services and Manager may not assign
this Agreemant without the prior written consent of Owner, which Owner may grant
or withhold in its gole discretion.

17. Goverming faw. This Agreemeni-. shall bi: construed under and in
accordance with the lawa of the State of California applicable to contracts made
and wholly to ba performed therein. .

18. ITime of Ezsence, Time is of the egserce.

13. Conszents and Approvals. Any consent <¢r approval which either
party is requested to make pursuant to this Agreement shall, unless expressly
pro‘éided herein to the contrary, not be unreasonabl; withheld, delayed or
conditioned.

20. Ssigonage., Upon the expiration or other termination of this
Agreement, Owner at itz expense agrees immediately to take all steps necessary
to change the name of the Restaurant to one which do¢s not include the werd
"Gladstone's™ and Owner shall remove any and all signs, promotional materials and
any other materials located at the Restaurant containing those words or the
Gladstone's logo. Notwithstanding the foregoing, Owner shall be entitled to
continue to usSé any supplies then on hand bearing the 3ladatone's name and/ox
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lego but shall not order any new supplies thereof. Notwithstanding anything to
the contrary contained herein, Owner shall not at any ine® have a licensa to use
the name "Gladstone's® or to any logo or printed matter containing such name
except in connection with the general promotion and advertising of Cltywalk.
Further, notwithstanding anything to the contrary contained herein, Owner shall
permit the installation of a signs on the extverior cf' the Restaurant Premises
zonspicuougly idantifying the Restaurant and on the ext2rior of tha Unit Premises
conspicuously identifying each of the Units, the exact size, lettering and other
appearance characteristics of which signs shall be mutaally approved by Manager
and Owner.

21, Relationszhip of the Parties. Nothing contained herein is
intended nor shall be construed as creating the relationship of employer and
smployee, or of a partnership or joint vaenture betweeén the parties hereto, it
»eing understood and agreed that Manager is an irdependent contractor who manages
the Restaurant and Units as an agent of Owner.

22. Arbitration. Except with respect to Ownar's right to terminate
purguant to Paragraph 2(b) of this Agreement, all claime ox controversiaed arising.
between the parties under this Agreement shall be subtmitted to arbitratioem in
accordance with the Commercial Arbitration Rules of the American Arbitzration~
Asaociation then exiating. Any arbitration shall be held in the City of Loss:
Angelea, California. The award of such arbitration siiall ba final and binding-
upon all parties and may be enforced in any court of competent jurisdictiam.

23. Attorney!s Feeasx. If Owner or Manager institutes any action or
proceeding against the other relating to the provisiors of this Agqreement, the
non-~prevailing party in such action or proceeding shall reimburse the prevailing
party for the reascnable expenses of attorney‘'s f{ees and all costs and
disbursements incurred therein by the prevailing party, including any such fees,
costs or disbursements incurred on any appeal from such action or proceedings.
The prevailing party shall also be entitled to recover from the non-pravailing
party reasonable attorney's fees and costs incurred in enforcing any judgment
against the non-prevailing party. This provision is intended to be saverable
from all other proviaicons of thia Agreement, and to surrive any judgment against
the non=-prevailing party and shall not be deemed merged in any such judgoent.

24. Hazardous Substance=s.

(a) From and after the date of thiy Agreement, Owner shall
indemnify and hold Manager harmlesa from, and shall defend Manager against any
and all liabilities, actions, proceedings, damages, judgments, claims, payments
and -expenses, including all actorney's and other consultants’' £fees and
disbursements, arising from or connected in anyway with any action, order or
decree, including any respcnse cost, recovery oOr aay action brought by a
governmental or quasi-governmental entity, now or in tha future, relating to the
presence, generaticn, handling, release, removal, remediation, transportatien,
storage or disposal of any Hazardous Substance in any wily located on, in, under,
above or about the Restaurant or Units or any improvements thereon at any time
prior to the date hereof, or at any time whatsoever to the aextent related to any
action or failure to act by Owner, its agents or employees.

(b) From and after the date of this Agreement, Manager shall
indemnify and hold Owner harmless from, and shall defend Owner against any and
all liabjlities, actions, proceedings, damages, judgmerts, claims, payments and
expenses, including all attorney's and other consultants' fees and disbursements,
arising from or connected in anyway with any action, order or decree, including
any responsa cost, recovery or any action brought by i governmental or quasi-
governmental entity, now or in the future, relating to the presence, generation,
handling, release, removal, remediation, tramnsportatior.,, storage or disposal of
any Hazardous Subsgtance in any way located on, in, urder, above or about the
Restaurant or Units or any improvements thereon at any time whatsoever to the
extent related to any action or failure to act by Manager, its agents orx
employees.

(c) The texrm "Hazardous Substances* iis used herein shall mean

substances defined as "hazardous substances,” "hazardois materials," or "toxic
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subgtances®" in: the Comprehenaive Environmental Response Compensation and
Liability Act of 1980, as awended, 42 U.S.C. Section 9601 et seq.; the Hazardous
Materjals Transportation Act, 49 U.S.C. Section 1801, et seqg.; tha Resocurce
Conservation and Recovery Act, 42 U.S,C. Section 6901, et geq.; those substances
defined ag "hazardous wastes" in Section 25117 of the California Health and
Safety Code or as "hazardous substances® in Section 25313, 25501(k) and 25501.31
of the California Health and Safety Code; in the regulaticns adopted and
publicavione promulgated pursuant to said laws; and in all gimilar laws
promulgated in the future.

25. Force Majeure. The cccurrence of any ¢f the following events
shall excuse puch obligations of Owner or Manager ag arxe thereby rendered
impogaible or reasonably impracticable for so long as such event continues:
lockouts; labor disputes; acts of God; inability to obtain labor, materials, or
reagonable substitutes therefor; governmental restricticne, regulations or
controls; judicial orders; enemy or hostile governmental action; civil commotion;
fire or other casualty; and other causes beyond the rezsonable control of the
party obligated to perform.

26. Euntiyve Agreement. This Agreement setg forth the aentire
understanding baetween the parties, and there are 10 terms, conditions,
representations, warranties or covenants other than thone contained herein.

27 . Guaraptea. Owner hermsby acknowledges receipt <¢f a guarantee
executed on behalf of Manager's parent company, Califormia Beach Restaurants,
Inc., of Manager's cbligations under this Agreement. Cuntemporanecus with the
execution of this Agreement, Robert Morris shall delive:: to Owner his personal
guarantee, in form and substance satiafactory to Owner, of Manager's obligations

- under this Agreement, which guarantee shall not be efféctive unless and until

8l

Owner has releamed California Beach Regstaurants, Inc. frem its obligations under
its aforementjioned guarantee.

28. pPreferred Products. Manager shall use its good faith efforts
to utilize o the extent reasonably possible products manufactured by ¥atsushita
Electrical Industrial Cc., Ltd. and its affiliates if such products are of
comparable cost, specicication and quality to those manufactured by cther
parties. In addition, if Owner shall enter into a CityWalk sponsorship agreement
with a soft drink and/or other product manufacturerr or distributor (the
"Sponsor®) and if at the time Owner entersg into such égreement or thereaftex
products of the type manufactured or distributed by the Sponsor are sold within
the Premises, Owner may enter into a contract with the iiponsor to purchase the
Sponsor's products for retajil sale within the Premises, provided such products
are comparable with such products that could otherwise be purchased in terms of
quality, cost and promoticnal benefits."

IN WITNESS WHEEREOF, the parties have causel this Agreement to be
executed as of the day and year first above written.

MCA DEVELOPMENT VENTURE TWO CB UNIVERSAL |ORFORATION

BYM_ By:‘-;zwqby\.—__;
Title: ?’-‘“’M Title: ("S I\!'I " !:' — :§ ﬁ (L,..L’

ROBERT MORRIS hereby acknowledges the
personal undertakings and obliga':ions
hereinabove set forth and agreea to be
personally bound hareby. -

L
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EXHIBRIT 3

[y

MANAGEMENT AGREEMENT BETWEEN MCA DEVELOPMENT VENTURE TWO
AND CE UNIVERSAL CORPORATION

ZROVISIONS RELATING TO CONSTRUCTION OF TENANT'S PREMISES

Ixcept as otherwise provided in this Exhibit B, Landlord, at its own cost angt
sxpense, will construct the following, all of which ara herein collestively
referred to as "Landlord'a wWork."
A 2uildjing » of Which Premises Shal]l Form a Part. The building of which the
Premises forms a part (herein referred to as the “Building") shall be constructed
.n accordance with the following criteria:c

z. Structure. Tha etructural frame including gqlum-. beams, joists,
and such ocher non=combustible materials as may be speciiied by Landlozd.

2. Roag, The roof will be a metal standing seam roof with an invested.
soof membrane insulated to provide an R value in accordance with applicable-
governmental requirements.

3. Extasrior walls. The exterior walls will be of masonry, pTERew«
fabricated panels, strucrural metal studs, exterior c¢ypsum sheaching wikhy
cementitious-finished wall system or such other matarials as way be specifisdeby-

=he Landlord and will have an R value in confearmance with adplicable governmeatsl
Tequirenencs.

S Interior Walls. The exposed interior face of exterior facing walls
will bhe exposed studse with exterior insulation eonly.
3. Commog Areas and Parking Areas.
c. Heavipg, Rir Conditioning sad Ventilatjon. Equipnent location: will be

jdencified on tha roof and/or mechanical waells for Tenant's packaged heat pumps
and, as appropriate, kitchen make-up air units. Accessible chases will be
provided for running refrigerant pipes and controls throuch other tenant apaces.
Duct chases and/or exterior wall louvers will be provided for Tepant use for
fresh air, return air and toilet exhaust. '

D. dork Withigp Tenmant's Premiges. Landlord's Work within the Premises shall
e limited to the following:

- Demising Walls. The demising walls which sepsrate the Premises froa
other tenant areas and Common Areas will extend from the finished flcor to the
underside of the structural beam or rocf deck and will meet the requirements for

a cne (1) hour rating. Gypsum board will be affixed to thu metal studs ready- for
tape and spackle.

2. Floarz. For ground f£loor restaurant Premises, Landlord will fuznish
a gravel bed at four inches (4") below the finished floor elevation selected by
Landlord; temants of such Premiges shall not inscall a f£loor slab thicker than
four inches (4") or change the floor elevation without Lardlord!s approval. For
all other Fremises, Landlord will provide a concrete floor with a troweled finish
installed at an elevation selected by Landlord.

3. Service doors. One service door, if rzequired by applicable
governmental requirements, will be provided at or about th2 locatian shown on the
Leasa Outline Drawing. While Landlord may elect to priwide hardware for the
service door; it is the Tenant's responsibility to provide hardware and locking
devices adequate for Tenant's service and security requirements. Repair and
replacement of the service door are the Tenant's responsibility.

4. Ceilings. The ceilings will ba exposed strucsure with exposed
Plumbing, condgit and other building services as requirei.

E. Ui i in tha Premi

92
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l. Electric Service. Landlord will provide condiit from the mever base
in the Project's main electrical room toO the Premises. E.actric service will be
made available for the Premises at a location designated by Landlord in the
Project's main electrical room and will be 277/480 volks, 2 phase, 60 cycle
alternacing current suitable <cr Tenant's lighting, power, heating, air
conditioning and ventilation and adeguate for a cocmoined load of not more than

- LE wattg per saguare £00T ci Tenant's floor Area.

2. Water Service. lLandlozd will provide a domestic cold warter lina with
ahuc-off valve to a peint :a the Premises designated by Lindlord. Such domescic
cold water line shall have either a two inch (2") diameter Lif serving Premises
I0 be ugsed am a restaurant or a waree=quarter insh (3/4") diameter for osher
fremigsem.

-

i, Talapbone Service. Landlord will arrange witi the telephone utility
Tompany to provide service at the Project's main telephore room with a one=inch
conduit to the Premises.

4, Gay service. If the Premimes ara to used ag a rescauranct, Landlord
will provide intarior three~inch (3") nacural gas branuches, valved and cappadrat:
locations selected by Landlord. For all other Premisaes, Landlorxd will
valved and capped natural gas outlets at locaticns selected by Landlordein
accordance with Landlord's working drawings.

s. sanitary Sewer Service. If the Premiges are to uged as 3 redtaursas;
—andlorg will stub two plugged four-iach sanitary cutlety (one for greise waste
and ocne for reqular waste) at locations selected by lLandlerd to which Tenant
shall connect. Otherwise, Landlord will provide a four-inch (4") sanitary line
under alab in the Premimes to which Tenant shall connect.

6. Sprinkler Service. A fire protection sprinkler system including feed
and/er croas mains and branch lines installed in a grid pattern will be located
within tha Premises at an elevation above the maximum c2iling height. Retail
stores, rescaurants, nightclube, offices and classrcom/meering rooms are
clagsified as "Lignt. Hazard" occupancies, for which head cacrrage will not exceed
225 square feet in area. All other areas are classifiea as “Ordinary Hazaxrqd®
occupancies, for which head coverage will not exceed 130 square feet in ared.
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. EXHIBIT C
MANAGEMENT AGREEMENT BETWEEN MCA DEVELOPMEXT VENTURE TWO
AND CB UNIVERSAL CORPORATION

PROVISIONS WITH RESPECT_ TO COMMON ARERA

l. Common Area. The term "Common Area" rafers to all improved and unimproved
areas that are now or hereafter made available for the general use, convenience
and benefit of Landlord, Manager, other persmons entitled to occupy Citywalk
and/or their customera, patrong, employees and inviteas, inciuding floors,
ceilings, roofs, skylighta, windows, driveways, open or enclosad malla, food
court seating areas, Service areas, loading dockil, wvertical circulation
facilities (other than those stairways, emcalatorsa and elevators that exclusively
serve a single tenant's premigeg), sidewaiks, curbe and landacaped areas that are
within Citywalk.

2. Use of Common Area. Manager and its employees and invitees are authorized,
empowered and privileged to uge the Conmon Area together with other persons. after
the Commencenent Date. Manager and its employees shall have the right £o use-the -
Common Area for access to the Premises at all times and /fanager's customers-shall..
have such right during all hours that the Restaurant ius open for the condest of.
business. Owner agrees to construct, Or cause to be constructed, the COmpomArea=
and shall maintain and oparate, or cause to be maintained and operated (except:
a8 hereinafter provided with reference to cost of maintianance), said Common-Atea
at all times following completion thereof for the non-ixclusive benefit and use
of the customers and patrons of the Restaurant, and of other tenants, owners and
occupants of CityWalk. All expenses in connection with ':he original constructioa
and inetallation of the Common aArea shall be at the iole cost and expanse of
Ownexr.

3. control of Common Area. Owner shall at all ‘imes have the right of
deternining the nature and extent of the Common Area @nd parking areas, and of
making euch changes thereto from time to time which in its reasonable opinion are
deemed to be desirable, including tha location and 1relocation of driveways,
entrances, exits, automobile parking spaces, the direci:ion and flow of traffic,
designation of prohibited areas, landacaped areas, aitilities and all other
facilities thereof, and the modification of the Common Area for the purpose of
expanding and/or remodeling the Project. Kotwithstanding the foregoing, Oumer
shall not, without Manager's consent, modify the Common Areas so &8 to intexfere
materially with the visibility of the Fremises within tae Project, the access of
the Premiges to the Common Areas or the flow of pedestrian traffic.

Except as otherwise specifically provided in this Lease, Owner shall at all
times after the Commencement Date have tha mole and exclusive concrol of the
Common Area and parking areas, including the right tu lease space within the
Common Area to tenante for the sale of merchandise and/or services and the-gight
to permit advertising displaye, educational displays ind entertainment in the
Common Area. Owmer shall alsc have the right at any tima= to exclude and restrain

any person from use thereof, excepting, however, bona fide customers, patrons and
service suppliers of Manager and other tenants of Owrer who make use of said
areas in accordance with the rules and regulations estaklished by Owner from time
to time with respect thereto.

The rights of Manager with respect to the Commol Area and parking areas
shall at all timee be subject to the rights of Owner, the other tenants of Owner
and the cther owners of the Project to use the same in common with Manager. It
shall be the duty of Manager to keep all of the Common Area free and clear of any
cbstructione created or permitted by Manager or riaulting from Manager's
operation and to permit the use of any of the parkirg areas only for normal
parking and ingress and egress by the customers, patrons and service suppliers
to and from the buildinge of the Project.

4. Rules and Requlatjons. Manager acknowledges that it ig aware that Owner
and others are engaged in motion picture and televisior. film production, motiom
picture exhibition, hotel, rastaurant, bar, studio ‘tour business and other
businesses within Universal City (nome of which they ari: obligated to continue),
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and Owner may promulgata, amend and require the obsmervance by Manager: and
Managex's customers, licensees, conceasionaires and embdloyees, of reasonable
ruies and regulations uniformly imposed and enforced in a pon-discriminatory
manner for the proper and efficient operation and/or maintenance of the Coaman
Area and parking areas or any portion thereof and so as 1:0 preclude or minimize
the possibility of disruption or conflict with the other ictivities in Universal
City. In the evant of a conflict between such rules and regulations and this
lease, the provisions of this Leage shall prevail.
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Lender:

Outstanding Principal Balance:

Other Amounts Outstanding:
Interest Rate:
Monthly Payment Amount:

Maturity Date:

EXHIBIT G

Matters Relating to FF&FE Loan

Lyon Credit Corporation
$424,363.64

$2,311.18 (late charge)
See attached.

See attached.

See attached.
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Exhibit A 1o
Sectrily Agreement No.: 30-00095

$1,089,278.91

Septanber 13, 1999

FOR VALUE RECEIVED, the undersigned, hereinafter called ‘Borrowver”, promises to pay to the
order of Lyon Credit Carporation, hereinafter called "Payee”, at its office locaied at 1266 East Main Street,
Smnfaxd,of Connecticut 06902, or at such other place as Payee may from time to lime designate, the principal
sum NE 00
— Dollars ($1,089,278.91), together with interest thereon at the rate of _10.0 ‘'t per angwumn, with
and interest payable in _Sixty __(60) consecutive monthly installments, commencing 10/15/99 and
continning on the same date of each month thereafter until this Note is fully paic, the first _Fifty-Nine (. 59

- ) installments each in the amount of _Twenty Three Thousand One Hundyed Eorty Three and 96/100
Dollars ($ _23,143.96 ) and the _ Sixtieth__ and final installment being in thie amount of Twenty Three
- Thousand One Hundred Forty Tireeand 96/300  Dollars ($_23,14396 ). ‘

The interest rate stated above is based on the average for the preceding week of the daily US.
Treasury Note Rates for the corresponding term of this Note as determined for the week ending __
SEPTEMBER @3, 1999- (the “Effective Date”). Borrower and Payee agree that any change in the average
weekly US. Treasury Note Rate from the Effective Date o the date of funding of the extension of credit
evidenced by this Note, will result in a conesponding change in the interest rate for this Note.

‘ This Note is referred to in and is entitled to the benefits of that certain Security Agreement No. 30-
00095, datedasof ___March 15  ,1999 _ (the “Security Agreement”) and Schedule No. 0200-001
thereto, dated as of evenl date herewith (the ~Scheduls”) by and between the Borrower and Payee,
encumbering and granting a security interest in certain property and seawing 'he indebtzdness described
herein, ‘

All payments recejved in respect of this Note shall be applied, first, to accrued interest and then to
principal The acceptance by Payee or any holder hereof of any payment which is Jess than the full amount
then due and owing shall not constitute a waiver of Payee's ar such holder’s right to receive payment in full
at such time or at any prioz or subsequent time. _ '

Borrower shall, upon the occuxrence of an “Event of Loss” (as that term is defined in the Security
Agreement) with respect to any Item of Collateral described in the Schedule, prepay this Note by that
amount and in the manner provided in the Security Agreement,
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Bozrower may, ori any regular installment payment date, prepay in full, but not in part the then
entire unpaid principal balance hereof together with all accrned unpaid inter¢st thereon to the date of such
prepayment, provided that along with and in addition to such prepaymunt Borrower shall pay (i) a
prepayment premgum equal to two per cerdt (2%) of the principal balance prepiiid for each full or partial year
by which the prepayment date antedates the scheduled date of final installmentt of principal hereunder, and
(if) any and all other sums due hereunder and/or under the Security Agreement.

Time is of the essence hereof. If payment of any installment or any other sum due urider this Note or
Secuxity Agreement is not pajd within ten (10) days after its due date, Borrawer agrees to pay a late charge of
five cents (5¢) per dollar on, and in addition to, the amount of each such payment, but not exceeding the
lawful maxtmum rate . In the event Borrower shall fail to make any payment under this Note within ten (10)
days after its due date or if any other “Event of Default” (as that term is defined in the Security Agteement)
shall occur, then, the entire unpaid principal balance hereof with accried urpuid interest thereon together
with all other sums payable under this Note or the Secusity Agreement, shall, at the option of Payee and
without notice or demand to Borrower, become inunediately due and payatle, such accelerated balance
bearing interest until paid at the default rate of fifteen percent (15%) per anmun. , or if prohibited by law, at
such Jesser rate that is not prohibited by law.

Notwithstanding the foregoing, if at any tine implementation of any provision hereof shall cause
any amount contracted for or charged herein or collectable hereunder o exceed any applicable lawful
maximum rate, then the interest shall be limited to lawfnl maxtoum.

Borrower and all sureties, endorsers, guarantors and any others who miy at any time become liable
for the payment hereof hereby consent to any and all extensions of time, renewals, waivers, and
modifications of, and substitutions or releases of security or of any party primarily or secondazily liable, on,
this Note or the Security Agreement or any of the terms and provisions of either that may be made, granted
or consented to by Payee, and agree that suit may be brought and maintained against any one or more of
them, at the election of Payee, without joinder of the others as parties thereto, ind that Payee shall not be
required to first foreclose, proceed against, or exhaust any security hevefor in c1der to enforce payment by
them, or any one or more of them, of this note. Borrower and aJl sureties, endorse's, guarantors of anty others
who may at any time become liable for the payment hereof hereby severslly wiive: presentment, notice of
nonpayment, demand for payment, notice of dishorior, and all other notices in commection with this Note;
filing of suit diligence in collecting on this Not= or enforcing any of the security heyefor; and all benefits of
valuation, appraisement and exemption laws, and further severally agree to pay, if permitted by law, all
‘expenses incurred in collection, including, without limitation, reasonable attorney’s fees. .

If Barrower is a corporation. it and the persons signing on ils behalf reprzsent and warrant that the
execution and delivery of this Note has been authorized by its board of directors and by all other necessary
and appropriate corporate and shareholder action.

This Note fs transferable in accordance with the terms of the Security Agreemmt.

THIS NOTE HAS NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933 AND
MAY NOT BE TRANSFERRED IN VIOLATION OF SUCH ACT. THIS NOTE SHALL BE GOVERNED

BY AND CONSTRUED IN ACCORDANCE WITH THE LAWS OF THE STATE OF CONNECTICUT, .

WITHOUT REGARD TO CONFLICT OF LAW PRINCIPLES,
' Page2of3
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. IN WITNESS WHEREOF, the Borrower has executed this Note as of the date first above written,

California Beach Restauzants, Inc.

As Borrower
e gy (LAl
Nomts_ g mvel &. Chilat ss
Title: JZLLL_. I "f_aﬁ:.ni;_&:\u.cz_
Altest: %Z

Name: ALBERT™ SALAIZIANS

Title: COINTRI.LER

(Sead)

F:\SHARES\ OPS\ CONTRACT\ CALBEACH\ 0095£.FIX 09/10/993:18

Page3aof3 -

—_—— % 4 6TEON LEK Ng8T:G €007 'L "NVP




Lo/e9/ 499y 1biyl 19498625218 LYON CREDIT CORP

SCHEDULE NO. 0200-001 TO SECURITY A(GREEMENT
Exhibit B to
Security Agreement No. 30—:)0095
Schedule No. 0200-001

Description of Collateral:

All furniture, equipment, fixtures, trade fixtures, furnishings, and all othir tangible personal
property, now owned or after acquired by Debtor, including but not limi ed to those described
on Schedule *A" attached hereto and made a part hereof, together with all products and proceeds
thereof, if any, all additions, attachments, accessories and accessions themto, and any and all -
substitutions, replacements or exchanges thereto, and any and all insurar ce and/ or other
proceeds-thereof, including, but not kimited to, any of the foregoing collateral used in or in
conntection with that certain restaurant entitied Gladstones 4 Fish, located at 17300 Pacific Coast
'Highway, Pacific Palisades, CA 90272, :

Cost of Collateral $ 1,089,278.91
Collateral to be located »t .
17300 Pacific Caast Highway

Padific Palisades, CA 90272

Referance js made to that certain Security Agreement No. 30-00095, dated as of Maxch 15, 1999,
1999 (as it may be modified or amended, now or hereafter, called the "Security Agreement”)
between Lyon Credit Coxporation (“Secured Party”) and California Beach Restaurants, Inc.

(“Borrower”).

All of the texns and provisions of the Secuzity Agreement are hereby inco) porated by reference
intoand made part of this Schedule to the same extent as if fully set foxth Lezein. Borrower and
Secured Party hereby agree to be bound by the terms and provisions, and liereby make, as if
madle as of the date hereof, the representations and warranties contained in the Security
Agreement as each relates to the Collateral described above,

Borrower and Secured Party hereby agree that upon delivery of the Collateral described hezein,
Borrower has caused an authorized representative of Borrower to inspect tite Collateral and the
Collateral has been found to be in proper operating order and appearance ¢ onforming with the
specifications and requirements of Borrower and Borrower confirms that su.ch Collateral secures
the Indebtedness by Borrower's acceptance of such Collateral by execution and delivery of a
Delivery and Acceptance Certificate in the form annexed hereto as Appendix 1.

IN WITNESS WHEREOF, the parties hereto have executed this Schedule as of the
13th day of September , 1999.

California Beach Restaurants, Inc.

alifo! B anss, Inc.
au{Borrower
Na.me:\_iﬂ:ﬁlve, g. CLM'/A.—kOJ

Title: Urte £,»e :gaéﬂ 7 fnea e

Page1lof2
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rd

Attest/ Witness
Name: SeOELT SAEALIANS

Title _CoNTRreCEL
(Corporate Seal)

LYON CREDIT CORPORATIQON,
as Secured Party -
By: - v \/

Name: _Stephen B. Peterson

Title: Assistant Vice President

F:\SHARES\ OPS\ CONTRACT\CALBEACH\ 0095£.52S 09/10/99 3:16
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SCHEDULE NO. 0200-001B TO SECURITY AGREEMENT
. Exhibit B to

Security £.greement No, 30-00095

$ichedule No. 0200-001B

Description of Collateral:

All furniture, equipment, fixtures, trade fixtures, furnishings, and all other tangible personal
propexty, now owned or after acquired by Debtor, including but not limited to those described
on Schedule "A" attached hereto and made a part hereof, together with all ->roducts and proceeds
thereof, if any, all additions, attachments, accessories and accessions therets, and any and all
substitutions, replacements or exchanges thereto, and any and all insuranc: and/ or other
proceeds thereof, including, but not limited to, any of the foregoing collate:-al used in or in
connection with that certain restaurant entitled Gladstones 4 Fish, Jocated 2t 17300 Pacific Coast
Highway, Pacific Palisades, CA 90272,

Cost of Collateral $ 136,040.10
Collateral to be located at: .

17300 Pacific Coast Highway

Pacific Palisades, CA 90272

Reference is made to that certain Security Agreement No. 30-00095, dated a5 of March 15,1999,
1999 (as it may be modified or axeended, now or hereafter, called the “Security Agreement”)
between Lyon Credit Corporation (“Secuxed Party”) and California Beach Restaurants, Inc.
(“Borrower”), '

All of the terms and provisions of the Security Agreement are hereby incorp orated by reference
into and made part of this Schedule to the same extent as if fully set forth herein. Borrower and
Secured Party hereby agree to be bound by the terms and provisions, and hereby make, as if
made as of the date hereof, the representations and warranties contained in the Security
Agreement as each relates to the Collateral described above. o

Borrower and Secured Party hereby agree that upon delivery of the Collaterl deseribed hexein,
Borrower has caused an authorized representative of Borrower to ingpect thi: Collateral and the
Collateral has been found to be in proper operating order and appearance ccnforming with the
specifications and requirements of Borrower and Borrower confirms that such Collateral secures
the Indebtedness by Borrower's acceptance of such Collateral by execution and delivery of a
Delivery and Acceptance Certificate in the form annexed hereto as Appendb: 1.

IN WITNESS WHEREOF, the parties hereto have executed this Schedule as of the

day of o, 1999,
California Beach Restaurants, Inc,
as Borrower

e Saw (A Ls
Naméxi_anggéé CAI'/méaP _
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By: ”\ﬁx '{
[ '

Name: MVACTIR S Ekekt

Tite #\© MamAder
(Corporate Seal)

LYON CREDIT CORPORATION,
as Secured Party

By:

Name:

Title:

Page20f2
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PROMISSORY NOTE

$___ 136,040.10 _ , 1999

THIS PROMISSORY NOTE is executed and delivered effestive as of the date
written above by the undersigned (collectively, the “Maker”) to LYON CREDIT
CORPORATION, a Delaware corporation (“Holder™).

1. Loan. FOR VALUE RECEIVED, the Maker promises 10 pay to Holder, or
order, the principal sum of __ ONE HUNDRED THIRTY SIX THOUSAND FORTY
AND 10/100 @ 136,040.10 ), with interest on all unpaid principal from the date such

nicam laer ~d
principal sum is disbursed to or on behalf of Maker by Holder, at the rate of _ONE

percent (1.0 %) plus the prime lending rate published in The Wall Street Journal al until
maturity,

2. Demand. This note shall be due and payable, in ful, upon demand by
Holder. Payment shall include all principal together with all intexest ascrued thereon.

3.  Payments. Payment shall be applied first to interest and the remainder to
principal. Principal and interest shall be paid in lawful money of the United States of
America. Payments shall be made at 1266 East Main Street, Stamford, Connecticut, or
elsewhere as Holder may designate. Interest may be calcnlated on a daily basis using &
360-day year. Maker agrees that the rate of interest contracted for in this note shall, for
purposes. of applicable law, include the interest rates stated herein and any other charges,
costs, fees and other expenses which are to be paid by Maker to o1 for the benefit of
Holder to the extent that the same are deemed to be interest, all of which Maker hereby
agrees to pay. In no event will the total of interest rates charged hereunder be greater
than that permitted by applicable federal or state law.

4. Defaults by Maker. A default shall occur if: (i) Maker fuils to pay this note
when declared due by Holder or (ii) Maker or any of them becomes a bankrupt or debtor
in or under any state or federal tosolvency proceeding.

5. Default Remedies. If a default occurs, then without notics, at the election of
Holdet, the entire principal sum and all accrued interest which is unpaid shall
immediately be due and payable. In any event, upon any default occwing or at maturity
by acceleration or upon demand, all principal and accrued interest shall bear interest at
the after-default rate of fifteen percent (15%) per annum from the date of default until this
note is paid in full.

6. Reservation of Rights. Failure of Holder to exercise any election hereunder

shall not constitute any waiver of any rights, remedies, options or elections of Holder in
the event of any subsequent default or otherwise.
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7. Fees and Costs. If any default shall occur, Maker promises to pay all of the
following costs and fees if incurred by or on behalf of Holder: (i) reasonable attorneys’
fees, ('u’) all costs and expenses of collection, enforcement or interpretation, whether or
not suit is filed, and (iii) all costs of suit, each of which are to be determined and awarded
by a court and not by a jury. *“Suit” includes proceedings in courts of original, appeliate
and bankruptcy jurisdiction.

8. Waivers by Maker. To the maximum extent allowed by applicable law,

Maker expressly waives: (i) diligence, demand, dishonor, protest, presentment, and grace

of any kind, and any notice of the foregoing, and any notices of nonpayment, default or

acceleration, (ii) any and all rights of homestead and exemption, and (iii) any release or

discharge arising from any extension of time or change in terms of payment or otherwise

in this note, or from any change, addition to or alteration of any in:trument securing this
note, or from any other cause whatsoever other than payment in full.

9. Parties Bound. “Maker” means the underngied (individually or
collechvely and jointly and severally) and all co-makers, endorsurs,. payors, obligors,
sureties and guarantors of this note and anyone who may become iiable for payment or
performance of the same, and their mpectzvc -successors and assigns, jointly and
severally, and if married, both a5 a community and as 2 sole and separate obligation.
“Holder” meaus the original payee of this note and its successors and assigns as owners
and holder of this note.

10. Choice of Law. This note shall be governed by and co:strued and enforced
under applicable federal law and by the laws of the State of Connectivut.

11. Security. This note is sectred bya secunty interest in certain collateral, and
may be secured by other, additional security interests in other collateral or by a lien or
liens on real property owned by Maker,

California Beach Restaurants, Inc. _
as Maker

ok N, (LML
Title: [/ 12 Z&z,éﬂé_.éaﬂ_%

Witness/Attest:

By: @&“‘Nﬁé
) U [ 4
Name: MATTID  SirERs,KL

Title: k[P WANALER.
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SECURITY AGREEMENT

Security Agreement N . 30-00095

THIS SECURITY AGREEMENT (the "Security Agreement”), dazed as of March 15, 1999
made by and between LYON CREDIT CORPORATION, a Delaware corporationl, with an office address
at 1266 East Main Street, Stamford, Connecticut 06902-3546 (together with its suzcesSors and assigns, if
amy, "Secured Party") and California Beach Restaurants, Inc., a California Corpc ration with its residence,
mailing address and pnncxpal place of business at 17383 Sunset Blvd,, Pacific Palasades, CA 90272
("Borrowex"); :

WITNESSETH:

1. GRANT OF SECURITY INTEREST: To secure payment on each Note inade by Borrower in the
form attached hereto as Exhibit "A" together with any extensions or renewals thireof, and any
amendments or modifications thexeto (each, a “Note", and collectively, the "Notss"), and also to secure
any other indebtedness, obligation, or liability of the Borrower to the Secured Piurty, whether dixect or
indirect, absolute or contingent, due or to become due, now existing or hereafter arising and no matter
how acquired by Secured Party, including, but not limited to, all future advances or loans which may be
made at the option of the Secured Party to or on behalf of Borrower (all the foregjoing hereinafter called

- the "Indebtedness”), Borrower hereby grants and conveys to the Secured Party a first security interest in,
and mortgages to the Secured Party, each unit of property (such unit, an "Item") described in a Schedule
in the form attached hereto as Exhibit "B* (a “Schedule”) and accepted by Borrower in any Delivery and
Acceptance Certificate in the form attached to such Schedule (a “Certificate"), all products and proceeds
thereof, if any, all additions, attachments, accessories and accessions thereto and any and all substitutions,
replacements or exchanges thereto, and any and all insurance and/or other proceeds thereof, including,
but not limited to, every permitted lease or sublease, howsoever designated, covaring all or any part
thereof (all or any of the foregoing hereinafter collectively called the "Collateral”.

TO HAVE AND TO HOLD the Collateral with the power and authority and subject to the terms
and conditions set forth in this Security Agreement.

2 REPAYMENT: Borrower will duly and punctually pay the Indebtedness secured by this Security
Agreement in accordance with the terms of the Notes and this Security Agreement Payments of
‘Indebtedness shall be made to Secured Party at its office address stated above, & e:icept as otherwise
directed by Secured Party, and shall not be prorated for any cause or reason exce pt as herein may be
SPedfically provided. Payments shall be due periodically as specified in the applicable Note, except that
in the event any month in which a payment is due does not contain a numbered iay equal to such
payment day specified, payment shall be made on the last day of such month. If any payment is not made
within ten (10) days after due date, Borrower agrees to pay a late charge of five cants (5¢) per dollar on,
and in addition to, the amount of such payment, but not exceeding the lawful miximum, if any.

3. OBLIGATIONS ABSOLUTE: The obligations of Borrower under this Security Agreement shall
be absolute and unconditional under all circumstances whatsoever, including, b:.t not limited to, the
existence of any claim, set-off, defense, counterclaim or recoupment to any prese at or future claim of
‘Borrower against Secured Party under this Security Agreement or otherwise, ageinst the manufacturer or
seller of any of the Collateral or against any other person or entity for whatever r2ason. This Security
Agreement shall not terminate, nor shall the obligations of Borrower be affected, by reason of any defect
in title to, damage to or any loss or destruction of, the Collateral from whatsoeve * cause, or the
interference with the use thereof by any person or entity, or the invalidity or une:vforceability or lack of
due authorization in respect of this Security Agreement or any lack of right, pow ar or authority of the
Secured Party to enter into this Security Agreement, or any failure of Secured Paity to perform any
obligation of Secured Party or Borrower or any other person or entity under this {3ecurity Agreement or
any instrument or document executed in connection herewith, or for any other czuse, whether similar or

1
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dissimilar to the foregoing, any present or future law or regulation to the contra:'y notwithstanding, it
being the express intention of Secured Party and Borrower that all payments by Borrower shall be, and
continue $o be, payable in all events unless the obligation to pay the same shall te terminated pursuant to
the express provisions of this Secuxity Agreement. ‘
4. REPRESENTATIONS AND WARRANTIES: Borrower represents and warrants as of the date of
this Security Agreement that: '
2) Borrower is a Corporation duly organized and validly existing in good standing under
the laws of its state of organization and has the [Corporate, Partnership] power to enter
into and perform its obligations under this Security Agreement,

b) - this Security Agreement has been duly authorized, executed an« delivered by Borrower
and, assuming due authorization, execution and delivery by Secured Party, is a legal,
valid and binding obligation of Borrower, enforceable in accord wnce with its terms except
as may be limited by applicable bankruptcy, insolvency, reorganization, moratorium or
other similar laws affecting the rights of creditors generally, and general principles of
equity, regardless of whether such enforceability is considered i1 a proceeding in equity
or atlaw,

c) the execution and delivery by Borrower of this Security Agreement is not, and the
performance by it of its obligations hereunder will not be, incorusistent with Borrower's
[articles or cextificate of incorporation or by-laws] {partnership ¢ greement], do notand
will not contravene any law, governmental rule or regulation, judgment or order
applicable to Borrower, and do not and will not contravene any provision of, or constitute
a default under, any indenture, mortgage, contract or other inshument to which
Borrower is a party or by which it is bound,

d) no consent or approval of, giving of notice to, registration with, or taking of any other
action in respect to or by, any federal, state or local government:.l authority or agency or
other entity is required with respect to the execution, delivexy and performance by
Borrower of this Security Agreement, or if any such approval, notice, registration or
action is required, it has been duly given or obtained,

e) there are no suits or proceedings pending or threatened in court or before any
commission, board or other administrative agency against or aff >cting Borrower, which
will have a material adverse effect on the ability of Borrower to julfill its obligations
under this Security Agreement,

) each financial statement and other related information furnishe¢ to Secured Party by
Borrower has been prepared in accordance with generally accep :2d accounting principles
and, since the date of the most recent financial statement so delivered, there has been no
material adverse change (as that term is defined in paragraph 12 (k) below),

g this Security Agreement shall be effective against all creditors of Borrower undex
applicable law, including, without limitations, fraudulent converance and bulk transfer
laws, and

h) the Collateral will at all times be used solely in the conduct of th: business of Borrower
and be and remain in the possession and control of Borrower.

1) Borrower shall be “ Year 2000 Compliant” by January 1, 2000. Fcr purposes of this
paragraph, “Year 2000 Compliant” means that all software, emb2dded microchips and
other processing capabilities utilized by, and material to the business operations or
financial condition of Borrower are able to interpret, store, transinit, receive and
manipulate data on and involving all calendar dates in and after the Year 2000. From
time to time, at the request of the Lender, Borrower shall provid«: to Lender such
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information as is requested regarding the status of its efforts to become Year 2000
compliant.

5. LIENS: Borrower is the lawful owner of the Collateral. Borrower shall } eep the Collateral fxee
and clear from all liens, charges, encumbrances and security interests of any kind ("Liens”), except for

@) the Lien of Secured Party, as provided in this Security Agreement,

(i) Liens for taxes either not yet due or being contested by Borrower in good faith with due
diligence and by appropriate proceedings, so long as such procsedings do not, in the
opinion of Secured Party, involve any material danger of sale, f>rfeiture or loss of
Collateral or any part thereof or title thereto or interest therein,

(i) inchoate materialmen's, mechanics', workmen's, repairmen's, ernployees', carxiers',
warehousemen's or other like Liens arising in the ordinary cowse of business of Borrower
and not delinquent and Borrower shall be maintaining adequat: resexrves thexefor.
Secured Party shall, at its own cost and expense, promptly take such action as may be
necessary to discharge duly all Secured Pasty’s Liens upon full :ayment and satisfaction
of all Indebtedness.

6.  USE AND OPERATION:

@ Borrower shall not assign, sublet, mortgage, hypothecate or alter any of the Collateral or
any interest in this Security Agreement, nor shall Borrower remove any of the Collateral
from the specified place of Collateral location, without the prio: written consent of
Secured Party, and any attempt so to assign, sublet, mortgage, hypothecate, alter or
remove any of the Collateral without the prior written consent of the Secured Party shall
be void and without effect.

®) Borrower will not, without the prior written consent of Secured Party, affix or install any
accessory, equipment, or device on any Collateral if such additi m will impaix the
originally intended funcion or use of any such Collateral or its value in place. Borrower
agrees that each Item of Collateral shall prior to its installation te personal property
under applicable law, Borrower agrees to take such action as shall be required by Secured
Party from time to time to protect the rights and interests of Sec ared Party in each such
item_ Borrower will not, without the prior written consent of Secured Party and subject to
such conditions as Secured Party may impose for its protection, affix or install any
Collateral to or in any other personal property. Secured Party and Borrower agree that
each Item of Collateral and every part thereof is severed from any real property and,
even if physically attached to any real property, it is the intenticn of Secured Paxty and
Borrower that such Item

()] shall retain the character of personal property,
(i) shall be removable,

(i)  shall be treated as personal property with respect to the rights of all persons and
entities,

(iv)  shall not become part of any real property, and

v) by virtue of its nature as personal property, shall not be affected in any way by
any instrument dealing with any real property.

Borrower represens that it has not entered into, and agrees that it will not enter into, any agreement or
other arrangement which prohibits or restricts in any manner the right of Secured Party ox Borzrower to
sever Items of Collateral from the real property on which they are located, to sev er Items of Collateral
from any other equipment or personal property to which such Items are attache:l or to remove Items of
Collateral from the place where they are then located. .

3
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MAINTENANCE AND SERVICE:

(2) Items of Collateral shall be used only in the manner for which taey were designed and
intended and Borrower will at its sole expense at all times maintain Collateral in gaod .
operating order, repair, condition and appearance and keep Collateral protected from the
elements, ordinary wear and tear excepted. Boxrower will, at all times, operate and '
maintain each Itern of Collateral in accordance with

@ the standards applied by Borrower with respect to similar equipment owned or
Jeased by itand

(if) prudent operating and maintenance standards and manufacturer's requirements.
Borrower will not use or operate any Item of Collateral in violation of applicable
laws and regulations (including all applicable environniental and occupational
safety laws). :

(b) Any alterations or modifications with respect to Collateral that nay at any time prior to
full repayment of the Indebtedness secured hereby be required to comply with any
applicable law or any governmental rule or regulation shall be inade by Borrower as
required and at the sole expense of Borrower.

REPORTS:

(i Borrower agrees that Secured Party shall not be resporuiible for any loss or
damage to Borrower, its customers or any other third pirties caused by the
Collatera], any failure thereof or defect therein, or otherwise, Nevertheless,
Borrower will immediately notify Secured Party in reasonable detail of each
accident arising out of any alleged or apparent improp¢r manufacturing,
functioning or operation of any Collateral;

(i) Borrower will notify Secured Party in writing within ten (10) days after any day
in which any Lien shall attach to any Collateral not expi-essly permitted hereby of
the full particulars thereof and of the then location of such Collateral on such
day;

(i)  Borrower will notify Secured Party forthwith in writing of the location of any
Collateral moved by Borrower from the place where de ivered to Borrower or
from the location specified in this Security Agreement or any subsequent
agreement executed by the parties and Borrower will not change or discontinue
its-place or places of business and/or residence and/or name;

(iv)  Borrower will within ninety (90) days of the close of each of its fiscal years
deliver to Secured Party Borrower's balance sheet and profit and loss statement
prepared in accordance with generally accepted accounting principles and, to the
extent available, certified to by a recognized firm of certified public accountants.
Borrower will deliver to Secured Party, within sixty (60, days of the close of each
of its fiscal quarters, Borrower's quarterly financial report (which shall be in
reasonable detail) prepared in accordance with generally accepted accounting
principles and certified to by the chief financial officer of Borrowes; and

\)) Borrower will permit Secured Party to inspect and exanine Collateral at such
' times and from time to time during normal business hotirs as Secured Party may
wish (and at such other times as may be mutually agrecable) and without any
requirement for advance notice, provided that such exa:nination and inspection
shall not unreasonably interfere with Borrower's norma . business operations.
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9. RISK OF LOSS:

a) Borrower is solely responsible for the entire risk of use and ope ‘ation, and for each and
every cause or hazard, and all loss and damage to any and all C ollateral whether arising
through operation or otherwise. In the event of damage to any Item of Collateral,
Borrower, at its cost and expense, shall promptly repair the Item, restoring it to its
previous condition or the condition in which it was required to be assuming Borrower
had met all its obligations for maintenance of the Collateral. Upon the occurrence of an
Event of Loss (defined below) with respect to any Item, Borrow r shall prepay to Secured
Party an amount of Indebtedness under the Note relating to the Schedule hereto in which
such Item is described equal to the sum of

@ all interest theretofore accruing, and unpaid thexeon, with respect to such Ttem,
plus

(if) the unpaid principal balance of the Note with respect such item, plus

(i)  anamountequal to two (2%) percent of the unpaid prir cipal balance of the Note
with respect to such Item.

Provided Borrower is not in breach or default of this Security Agreement, any p ‘oceeds of insurance
received by Secured Party with respect to any such loss shall be paid to Borrowr to the extent necessary
to reimburse Borrower costs incurred and paid by Borrower in repairing damagsd Equipment or as a
credit against total amount payable by Borrower with respect to the Collateral irvolved, as the case may
be, all as provided in this Security Agreement. .

b) For the Purpose hereof "Event of Loss* shall mean, with respect to any Item of Collateral,

if such Item is
(@ destroyed, condemned, irreparably damaged or damag2d beyond economic
. repair,

(i) requisitioned for use by a governmental entity for an in lefinite period or stated
period extending beyond a period in excess of ninety (9) consecutive days ox the
final installment payment date stated on the applicable Note, whichever is
earlier, '

(i)  the subject of an insurance settlement with respect to such Item of Collateral on
the basis of a constructive total loss,

(iv)  stolen or lost and not recovered within thirty (30) days, ‘
)] the subject of a condemnation or requisition of title by a governmental entity, or

(vi)  prohibited by applicable law from being used by Borrovver for a period of ninety
(90) consecutive days or the final installment payment date on the applicable
Note, whichever is earlier. :

10. INSURANCE:

(a) Borrower, at its own cost and expense shall obtain, maintain anc. shall keep the Collateral
insured against all risks of loss or damage from every cause wh: tsoever in an amount not
less than the greatex of actual cash value or the aggregate amount of all unpaid
Indebtedness as at any time, without deductible and without co-insurance (except as
Secured Party may approve in writing). Borrower shall also obk in and maintain, in
accordance with industry standards, until repayment in full of the Indebtedness, public
liability insurance covering liability for bodily injury, including iieath, and property
damage resulting from the purchase, ownership, leasing, maint¢nance, use or operation
of the Collateral in an amount of at least $1,000,000 [with respec:” to each separate
Schedule hereto], or in such greater amounts as Secured Party may from time to ime
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11.

6.

9l

®

require. Secured Party shall be the sole named loss-payee with respect to damage or loss
to the Collateral and shall be a named additional insured on th s public liability insurance.
All insurance shall be with insurers and in form satisfactory to Secured Party; shall
provide for at least thirty (30) days advance written notice to Sucured Party before any
cancellation or material modification thereof; shall watve any claim for premium against
Secured Party; and shall not be invalidated or the insurer's Lability to or for or on behalf
of Secured Party be diminished or affected by any breach of wz.rranty or xepresentation
or other act or omission of the Borrower. Upon request, Borrow er shall deliver to Secured
Party the original policy or policies of insurance, certificates of insurance or other
evidence satisfactory to Secured Party evidencing the insurancn required hereby. Secured
Party may, at its option, apply proceeds of insurance, in whole or in part, to

(A) repair or replace Collateral or any portion thereof, or (B) sz tisfy any obligation of
Borrower to Secured Party hereunder.

Secured Party is authorized, but under no duty, to obtain such insurance upon failure of
the Borrower to do so. Borrower shall give immediate written 1 otice to the Secured Paxty
and to insurers of loss or damage to the Collateral and shall prempty file proofs of loss
with insurers. Borrower hereby irrevocably appoints the Securcd Party as attorney-in-
fact, coupled with an interest, for the Borrower in obtaining, adjusting and canceling any
such insurance and endorsing settiement drafts and hereby ass gns to the Secured Party
all swms which may become payable under such insurance, inc uding retum premiums
and dividends, as additional security for the Indebtedness. '

EXPENSES; INDEMNIFICATION:

(@)

(b)

Expenses. Borrower shall pay to Secured Party on demand any and all expenses,
including reasonable attorneys' fees arul legal expenses, which ire incurred by Secured
Pazty (i) in the prosecution or defense of any action arising out >f or connected with the
subject matter of this Security Agreement, the Indebtedness, thi: Collateral or any of
Secured Party’s rights thexein, and (ii) in connection with the custody, preservation,
protection, use, operation, preparation for sale or sale of any Ccllateral, the incurring of
all of which are hereby authorized to the extent Secured Party cleems the same advisable.

Indemnifieation. Borrower hereby agrees to indemnify Secured Party and its affiliates,
and their respective directors, officers, employees, agents, counsel and other advisors
(each an "Indemnified Person") against, and hold each of them .xarmless from, any and all
liabilities, obligations, losses, claims, damages, penalties, actions, judgments, suits, costs,
expenses or disbursements of any kind or nature whatsoever, including reasonable
attorneys' fees and legal expenses, to an Indemnified Person, w aich may be imposed on,
incurred by, or asserted against any Indemnified Person, in any way relating to or arising
out of the Collateral, this Security Agreement or the transactions contemplated hereby or
any action taken or omitted to be taken by it hereunder (the *Iniemnified Liabilities");
provided that Borrower shall not be liable to a particular Inderr nified Person for any
portion of such Indemnified Liabilities to the extent such Inderr nified Person is found by
a final decision of a court of competent jurisdiction to have resulted from such
Indemnified Person's gross negligence or willful misconduct. If and to the extent that the
foregoing indemnification is for any reason held unenforceable, Borrower agrees to make
the maximum contribution to the payment and satisfaction of each of the Indemuified
Liabilities which is permissible under applicable law.
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2 DEFAULT; REMEDIES: If any of the following (herein an "Event of De‘ault") shall occur:

(@) Borrower shall default in the payment of Indebtedness to Secur:d Party or in making any
other payment hereunder or under any Note when due, and suth default shall continue
for a period of ten (10) days without its cure by Borrowey, or

® Borrower shall default in the payment when due of any obligations of Borrower, whether
or not to Secured Party, arising independently of this Security £.greement or any Note,
and such defanit shall continue for a period of ten (10) days witaout its cure by Borrower,
or

© Borrower shall default in the performance of any other covenant contained herein
(including any Schedule hereto), any Certificate in respect hereof or any Note or any
other document entered into in conmection with this Security Ajreement and such default
shall continue for fifteen (15) days after written notice thereof t¢ Boxrower by Secur
Paxty, or :

()] Borrower shall breach any of its insurance obligations under pa-agraph 10 hereof, -

© any representation or warranty made by Borrower in this Security Agreement or any
other documents entered into in connection with this Security A greement shall prove to
be incorrect in any material respect when any such representation or warxanty was made
or given, or '

(43) Borrower shall become insolvent or make an assignment for the benefit of ereditors, or

(® Borrower shall apply for or consent to the appointment of a receiver, trustee or liquidator
for a substantial part of its property or such receiver, trustee or- iquidator is appointed
without the application or consent of Borrower, or

h) a petition shall be filed by or against Borrower under the Feder:1 bankruptcy laws
(including, without limitation, a petition for reorganization, arxt.ngement or extension) or
under any other insolvency law or law providing for the relief cf debtors, if such petition
is not dismissed within thirty (30) days, or

@ there is, without the prior consent of Secured Party, a change in control (defined to bea
change in the possession, dixectly or indirectly, of the power to ilirect or cause the
direction of the management and policies of Borrower, whether through the ownership of
voting securities, by contract or otherwise), or

()  thereis a material adverse change (defined to be a decrease of a: least one-third (1/3) of
net worth, as determined fn accordance with generally accepted accounting principles) in
Borrower's or any guarantor's financial condition;

then, to or more the extent permitted by applicable law, Secured Party shall hav:: the right to exercise any
one of the following remedies one or more times:

A) declare this Security Agreement in default, such declaration being appli:able to all Schedules
hereunder except as specifically excepted by Secured Party;

B) declare the entire amount of unpaid total Indebtedness immediately duc and payable;

Q) declare due and payable in addition to any unpaid Indebtednes; due on or before
Secured Party declares this Security Agreement in default, as licuidated damages for loss
of a bargain and not as a penalty, an amount calculated in accordance with the provisions
of paragraph 9 as though the Collateral had suffered an Event of Loss, as of the date that
Secured Party declares this Security Agreement in defawll;

D) declare due and payable the amount of any indemnification her2under if then
determinable, with interest as provided herein;
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E) upon notice to any lessees or sublessees permitted pursuant to paragraph 6(a) to obtain
and retain all rentals thereafter due, paid and/or payable;

F) without demand or legal process enter into premises where the Collateral may be found
and take possession of and remove the same, whereupon all rights of Borrower in the
Collateral shall terminate absolutely, and either -

@ retain all prior payments of Indebtedness and sell the Collateral at public or
private sale, with or without having the Collateral at th2 sale, at which sale
Secured Party may purchase all or any of the Collateral. the proceeds of such
sale, less expenses of retaking, storage, repairing and reselling, and reasonable
attorneys' fees incurred by Secured Party, to be applied to the payment of the
unpaid total Indebtedness, Borrower remaining liable for the balance of said
unpaid total Indebtedness, and any surplus thereafter remaining to be for the
account of Borrower (except as otherwise provided unc.er applicable law) or

(i) retain the Collateral and all prior payments of Indebtedness, in satisfaction of the
remaining unpaid Indebtedness;

G).  pursue any other remedy then available to Secured Party at ]aw or in equity. Boxrower
hereby covenants and agrees to notify Secured Party immediate ly of the occurrence of
any default specified in this paragraph 12.

13. REMEDIES CUMULATIVE: Tixme of performance of Borrower's obligations hereunder is of the
essence. All remedies of Secured Party hereunder are cumulative, and may, to the extent permitted by -
law, be exercised concurrently or separately, and the exercise of any one remedy’ shall not be deemed to
be an election of such remedy to the exclusion of any other remedy or to preclucle the exercise of any
other remedy at any other time. Faflure on the part of the Secured Party to exercise, or delay in exexcising,
any right or remedy hereunder or Secured Party's failure at any time to restrict performance by Borrower
of any of the provisions hexeof shall not operate as a waiver thereof; nox shall ar y single ox partial
exercise by Secured Party of any right or remedy hereunder preclude any other further exercise thereof or
the exercise of any other right or remedy.

14. ASSIGNMENT: Borrower acknowledges, and understands that Secured Party may assign this
Security Agreement, any Schedule or Certificate or any Note to a bank or any other lending institution or
any other person, organization or agency, and Borrower shall

(2) recognize any such assignment,
() accept the lawful demands of such assignee,
(c) surrender assigned Collateral only to such assighee,

(d) pay all Indebtedness payable hereunder and do any and all things required of
Borrower hereunder, notwithstanding any default of th2 Secured Party or the
existence of any claim, defense or offset between Boxrower and Secuxed Paxty,
and :

(e) not require any assignee of the Security Agreement to perform any duty,
covenant or condition required to be performed by Seci red Party under the
terms of this Security Agreement provided that Securec Party shall remain liable
for such performance. The obligations of Borrower shal not be subject, as against
any such assignee or transferes, ko any defense, set-off ¢x counterclaim available
to Borrower against Secured Party and any such defensa, set-off or counterclaim
may be asserted only against Secured Party.
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15. FILINGS:

() Borrower agrees to execute any instrument or instruments necessary or expe¢ dient for filing, recording,
perfecting, or notifying of the interest of Securad Party upon request of, and as letermined by, Secured
Party. Borrower hereby specifically authorizes Secured Party to file financing statements not signed by
Borrower or to execute same for and on behalf of Borrower as Borrower's attorr ey-in-fact, irrevocably and
coupled with an interest, for such purposes. A carbon, photographic or other re production of the Security
Agreement or a financing statement shall be sufficient as a financing statement ‘or filing purposes.

(b) Without limiting the foregoing paragraph (a), Borrower hereby acknowledges and agrees that the
normal practice of Secured Party is to electronically file financing statements thiough computerized filing
services such as CSC- The United States Corporation Company (“Filing Service'’). The Filing Service
pursuant to a Power of Attorney delivered by Secxxed Party will execute the fir ancing statement on
behalf of both Borrower (and Secured Party where applicable or where desired by Secured Party as not all
states require execution of Secured Party on financing statements). The names of Borrower and Secured
Party, addresses, and collateral description on the computerized financing statement filing shall be the
same as on the financing statement executed by Borrower but the format and sy acing may vary in non-
material ways. Borrower acknowledges that the original financing statement esecuted by Borrower shall

.be retained in the collateral files of Secured Party but may be fled by Secured Party should it deem it
necessary. In connection with the foregoing process, Borrower hereby authorizizs and appoints Secured
Party and the applicable Filing Service as Borrower’s agent and attorney-in-fact irrevocably and coupled
with an interest for the execution and filing of the financing statements and full» acknowledges and
agrees and has initialed this paragraph as additional affirmation as to the full etiforceability of this power
of attorney for such purposes.

BORROWER é/t»-/
INT.

16. MISCELLANEOUS:

(8) In case of failure of Borrower to comply with any provision of this Security
Agreement, Secured Party shall have the right, but shall not be obligated, to
effect such compliance in whole or in part, and all monuys spent and expenses
and obligations incurred or assumed by Secured Party .n effecting such
compliance (including but not limited to, attorneys' fee:. and costs incurred in
attempting to effect compliance against Borrower and/ or others) shall constitute
additonal Indebtedness hereby secured due to Secured Paxty five (5) days after
the date Secured Party sends notice to Borrower requesting payment. Secured

‘Party's effecting such compliance shall not be waiver of Borrower's default.
Interest on any payments made by Secured Party hereuvnder on amounts due
after Secured Party declares default under paxagraph 1.2 and interest on any
overdue payment under paragraph 11 shall be at the default rate prescribed in
the Note, (o, if there is more than one Note, at the highest among the default
rates prescribed in such Notes), but not to exceed the maximum lawful rate. Any
provisions in this Security Agreement, any Schedule hereto or Certificate in
respect hereof which are in conflict with any statute, law or rule applicable shall
be deemed omitted, modified or altered to conform the:eto,

(b) If any provision of this Security Agreement shall contravene or be invalid under
applicable law or regulation (including federal law and regulation), such
contravention or invalidity shall not affect the entire Sec:urity Agreement, the
provisions held to be invalid to be deemed deleted or & .odified and the Security
Agreement interpreted and construed as though such inwvalid provision or :
provisions were not part hereof or conformed thereto.
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© Any notice, report or other communication required or permitted to be given or
made under this Security Agreement by one of the parlies hereto to the other
shall be in writing and shall be deemed to have been st fficiently given or made
for all purposes if (i) sent by facsimile, or (if) sent by U.5. mail, fxst class, postage
prepaid, addressed to such other party at its respective address as set forth
“herein or to such other address as the addressee shall theretofore furnish in
writing to the addressor. All such notices, reports and «ther communications
shall be effective when received. A

(d) This Security Agreement, any addendum hereto attach2d and signed by Secured
Party and Borrower, any Schedule hereto and any Cert ficate in respect hereof,
constitute the entire agreement of the parties with respuct to the subject matter
hereof, THIS SECURITY AGREEMENT, ANY VARIATION OR
MODIFICATION OF THIS SECURITY AGREEMENT, ANY WAIVER OF
ANY OF ITS PROVISIONS OR CONDITIONS AND ALL SCHEDULES
SHALL NOT BE VALID UNLESS IN WRITING AND) SIGNED BY AN

ATPIYYMD TV ATETOEN AN ALANA AT AT CEATIDEDN DA DTV
AUV LIAVINLEL) \JEL INLGIN \JAIN WLAINANI LN OF SECULED PARTY.

(e) BORROWER WAIVES ALL RIGHTS TO TRIAL BY JULRY IN ANY LITIGATION
ARISING HEREFROM OR IN RELATIONS HERETO. :

o THIS SECURITY AGREEMENT SHALL BE GOVERNED BY, AND
CONSTRUED IN ACCORDANCE WITH, THE LAWS OF THE STATE OF
CONNECTICUT, WITHOUT REGARD TO CONFLICT OF LAW PRINCIPLES.

(g BORROWER IRREVOCABLY (A) AGREES THAT AWNY LEGAL OR
EQUITABLE PROCEEDING AGAINST IT OR RELATING TO THIS
SECURITY AGREEMENT OR ANY TRANSACTION CONTEMPLATED
HEREBY OR THE SUBJECT MATTER HEREOF MAY BE INSTITUTED IN
THE U.S. DISTRICT COURT FOR THE DISTRICT OF CONNECTICUT OR,
IN THE EVENT THAT COURT LACKS JURISDICTION, ANY
CONNECTICUT STATE COURT IN THE COUNTY OF FAIRFIELD, (B)
WAIVES ANY OBJECTION WHICH IT MAY NOW OR HEREAFTER HAVE
TO THE LAY OF VENUE OF ANY PROCEEDING BF.OUGHT IN SUCH
COURT, (C) SUBMITS ITSELF GENERALLY AND UNCONDITIONALLY TO
THE JURISDICTION OF ANY SUCH COURT FOR PURPOSES OF ANY
PROCEEDING, WITH RESPECT TO ITS PERSON AND PROPERTY, AND
(D)WAIVES PERSONAL SERVICE OF PROCESS AN D AGREES THAT
SERVICE MAY BE MADE BY PERSONAL DELIVERY OR BY MAILING BY
CERTIFIED MAIL, POSTAGE PREPAID, ADDRESSI:D TO BORROWER AT
ITS ADDRESS.

IN WITNESS WHEREOF, the parties hereto have executed this Securit)” Agreement as of the
date first above written.

California Beach Restn wrants, Inc.

as Borrower

( fii;; :;;//’. 2: gz
Namel Sm vel 12
Twie: Wice fresident, Enance.
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LYON CREDIT CORPORATION,

as Securedi%ty,é2

N %\
y 7 [/

Name: Stéphen B. Peterson

Tile: Assistant Vice President

0095SRAYF.SCA 03/25/99 2:54
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GUARANTY

THIS GUARANTY (the "Guaranty”) is made and delivered by _$iea View Restaurants,
Ine. a_ California _ corporation (the "Guarantor”) for the benefit of Lyon Credit Corporation (the
*Guaranteed Party”) to induce Guaranteed Party to enter into that certain Security’ Agreement No. 30-
00095 with California Beach Restaurants, (the "Obligor*) dated as of even date heewith (the "Security
Agreement").

WITNESSETH
1.  GUARANTY.

a) Guarantor (and each of them if there are more than one) for valuable considertion, the receipt whereof
is hereby acknowledged, jointly and severally irrevocable guarantees due and punctual payment and
petformance to Guaranteed Party at its office at 1266 East Main Street, Stamfcrd, Connecticut 06902, or
at such other place as Guaranteed Party shall from time to time advise in writing, on demand, in lawful
money of the United States, of any and all Indebtedn&ss (as defined below) ¢ f Obligor no mattex how
acquired by Guaranteed Party.

b) For the purposes of this Guaranty, "Indebtedness” shall include, but is not linited to, Indebtedness of
Obligor as defined in the Security Agreement, any and all advances, loans, debts, lease obligations,
pexformance obligations, notes, security agreements and Liabilities of Obligor, heretofore, now, or
hereafter made, entered into, incwrred, created or owing, whether volunary or involuntary and
however arising, whether due or not due, absolute or contingent liqtidated or unliquidated,
determined or undetermined, and whether Obligor may be Hable individually or jointly with others, or
whether recovery upon such Indebtedness may be or hereafter become tarred by any statute of
limitations, or whether such Indebtedness may be or hereafter become othervise unenforceable. This
Guaranty is.a guaranty of payment and performance and not of collection.

¢) This Guaranty is a continuing guaranty relating to any Indebtedness, inclué ing Indebtedness arising
under successive transactions which shall either continue the Indebtedness, renew it from time to time
after it has been satisfied or create new Indebtedness. :

d) The obligations hereunder are joint and several, independent of the obligations of Obligor or the
obligations of any other persons or guarantors who may be liable to Guaran eed Party in whole or in
paxt for the Indebtedness, and a separate action or actions may be brough: and prosecuted against
-Guarantor or any of them (if there are more than one) whether action is brougl t against Obligor alone or
whether Obligor be joined in any such action or actions, and Guarantor watves the benefit of any statute
of limitations affecting its liability hereunder or the enforcement thereof.

2 OBLIGATIONS UNCONDITIONAL. Guarantor’s obligations hereundzr shall be unconditional
(and shall not be subject to any defense, setoff, counterclaim or recoupment whatioever) irrespective of the
" genuineness, validity, regularity or enforceability of the Indebtedness or the Se:urity Agreement or any
conduct of Obligor and/or Guaranteed Party which might constitute a legal or equitable dischaxge of a
surety, guarantor or guaranty and shall remain in full force and effect without regard to any circumstance
whatsoever (whether or not Guarantor shall have any Jmowledge or notice thureof), including, without
limitation: (i) any failure, omission or delay on the part of Obligor or Guaran eed Party to conform or
comply with any term of the Security Agreement; (i) any waiver, consen; extension, indulgence,
compromuise, release or other action or inaction under or in respect of the Security Agreement or any
obligation or Lability of Obligor or Guaranteed Party, or any exercise or non-exersise of any right, remedy,

Page 1 of5
Page1of5

¢l "4  6LEON 490 WalE:S E00L°L “Nvr




power or privilege under Or ui réspect to any such instrument or agreement ¢r any such obligation ox
liability; (ifi) any bankruptcy, insclvency, reorganization, arrangement, readjustmant, liquidation or similar
proceeding with respect to Obligor or Guaranteed Party or any of their respectiv¢: properties, or any action
taken by any trustee or receiver or by any court in any such proceeding: (iv) any 1aerger or consolidation of
Obligor or Guarantor into or with any other corporation or any sale, lease or tr:nsfer of all or any of the
assets of Obligor or Guarantor to any other entity; or (v) any change in the owmership of Obligor. The
obligations of Guarantor set forth herein constitute full recourse obligations of Guarantor enforceable against
him to the full extent of all his assets and properties. Without limiting the generality of the foregoing,
Guarantor agrees that (i) repeated and successive demands may be made an¢| recoveries may be had
hereunder as and when, from time to time, Obligor shall defauwlt under or fail to coinply with the terms of the
Security Agreement and that notwithstanding the recovery hereunder for or in respect of any given default
or failure to so comply by Obligor under the Security Agreement, this Guaranty shall remain in force and
effect and shall apply to each and every subsequent default, and (ii) in the even! that any Indebtedness is
paid by Obligor, and thereafter all or any part of such payment is recovered f'om Guaranteed Party to
whom paid, as a preferential or fraudulent transfer under the Federal Bankruplcy 'Zode, any applicable state
insolvency law, or any other similar Federal or state law now or hereafter in effect the liability of Guarantor
hereunder with respect to such Indebtedness so paid and recovered shall contixus and remain in full force
and effect as if, to the extent of such recovery, such payment had not been made. If () an event permitting
the exercise of remedies under the Security Agreement shall at any time have oczurred and be continuing
and (i) such exercise, or any consequences thereof provided in the Security Agre<ment shall at any time be
prevented by reason of the pendency against Obligor of a case or proceeding under the bankruptcy or
insolvency law, Guarantor agrees that, solely for purposes of this Guaranty and its obligations hereunder,
the Security Agreement shall be deemed to have been declared in default and all amounts thereunder shall
be deemed to be due and payable, with all the attendant consequences as >rovided in the Security
. Agreement, as if declaration of default and the consequence thereof had been aciomplished in accordance
with the terms thereof, and Guarantor shall forthwith pay any amounts guaranteec hereunder.

3. REPRESENTATIONS AND WARRANTIES. Guarantor hereby represen s and warrants that

a) Guarantor is duly organized and validly existing in good standing undex the laws of theStateof ___
and has all requisite corporate power and authority to enter into and perforra its obligations provided
under this Guaranty,

b) this Guaranty has been duly authorized by all necessary corporate action, ani has been duly executed
and delivered by Guarantor and is 2 legal, valid and binding obligation of (;uarantor, enforceable in
accordance with its terms except as the enforceability thereof may be limited 'sy applicable bankruptcy,
insolvency, reorganization, moratorium or other similar laws affecting the enforcement of creditors
rights generally and general principles of equity, regardless of whether such enforcenbility is considered
in a proceeding in equity or atlaw,

) the execution and delivery by Guarantor of this Guaranty is not, and the performance by it of its
obligations hereunder will not be, inconsistent with Guarantor’s other activ ties, do not and will not
contravene any law, governmental rule or regulation, judgment or order app icable to Guarantor, and
do not and will not contravene any provision of, or constitute a defaull under, its certificate of
incorporation or by laws or any indenture, mortgage, contract or other instrur ent to which Guarantor is
a party or by which it is bound,

d) no consent or approval of, giving of notice to, registration with, or taking of an'# other action in respect to
or by, any Federal, national, state or local governmental authority or agency :>r other entity is required
with respect to the execution, delivery and performance by Guarantor of this Guaranty, or if any such
approval, notice, registration or action is required, it has been duly given or ob ained,
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e) there are no suits orproo'e.,.ﬁ@pmdingormwmdinmycmutor‘baore aqy commission, board or
other administrative agency against or affecting Guarantor, which will have a material adverse effect on
the ability of Guarantox to fulfill its obligations under this Guaranty.

3A.  EXISTENCE, ETC. Guarantor agrees that, so long as this Guaranty is in effect, Guarantor shall (i)
preserve and maintain its corporate existence, (ii) preserve and maintain all of its material rights, privileges
and franchises, except where the failure to preserve and maintain any such right, privilege or franchise
would not materially and adversely affect the ability of Guarantor to perform its obligations under this
Guaranty, and (iii) comply with all the requirements of all applicable laws, rules, regulations and orders of
governmental or regulatory authorities except where the failure to comply with an such requirement would
not materially and adversely affect the ability of Guarantor to perform its obligatio:is under this Guaranty.

4, CERTAIN RIGHTS AND POWERS OF GUARANTEED PARTY.

a) Guarantor authorizes Guaranteed Party, without notice or consent and withcut affecting, impairing or
discharging in whole or in part its Liability hereunder, from time to time to (i) rénew, modify, amend,
compromise, extend, accelerate, discharge or otherwise change the time for payment of, or otherwise
change the terms or provisions of the Indebtedness or any part thereof, includ:ng.increase or decrease of
the rate of interest thereon; (if) take and hold security for the payment of this Guaranty or the
Indebtedness guaranteed, and exchange, enforce, waive, and release any such security; (iii) apply such
security and direct the order or manner of sale thereof as Guaranteed Party in its discxetion may
determine; and (iv) release or substitute in whole or in part any one or more oi' the endorsers, Guarantor
or anyone else who may be partially or wholly liable for any part of the Indebt:dness. Guaranteed Party
may without notice assign this Guaranty in whole or in paxt At the option of Guaranteed Party and
upon notice to Guarantor, Guarantor may be joined in an action or priceeding comumenced by
Guaranteed Party against Obligor in respect of any Indebtedness.

b) Guaranteed Party shall have a lien and security interest upon and a right of setoff against all moneys,
securities and other property of Guarantor now or hereafter in the possesiion of Guaranteed Party
whether held in a special account, for safekeeping or otherwise; and every lier, and security interest and
right of setoff may be exercised without demand upon Guarantor or notice by 'Suaranteed Party. No lien
or right of setoff may be deemed to have been waived by any act or conduct on the part of Guaranteed
Party or by any neglect to exercise such right of setoff or to enforce such lien or security interest or by
any delay in so doing, and every right of setoff, lien or security interest and ¢ hall continue in full force
and effect until such right of setoff, lien or security interest is specifically waived or released by an
instrument in writing executed by Guaranteed Party.

©) Any Indebtedness of Obligor now or hereafter held by or owing to Guarantor is hereby subordinated to
the Indebtedness of Obligor to Guaranteed Party; and such Indebtedness o' Obligor to Guarantor, if
Guaranteed Party so requests, shall be collected, enforced and received by Guarantor as trustee for
Guaranteed Party and be paid over to Guaranteed Party on account of the Indebtedness of Obligor to
Guaranteed Party but without reducing or affecting in any manner the liabdli'y of Guarantor under the
other provisions of this Guaranty, In the event of any distribution, division or application, partial or
complete, voluntary or involuntary, by operation of law or othexwise, of all cr any pat of the assets of
Obligor or the proceed thereof to the creditors of Obligor, or upon any Inclebtedness of Obligor, by
reason of dissolution, liquidation or other winding up of Obligor or its business, or compromise or.
settlement with its creditors, or any sale, receivership, insolvency or binkruptcy proceeding or
assignment for the benefit of creditors, or anty proceeding by or against Obligur for any relief under any
provisions of the Federal Bankruptcy Code, any applicable state insolvency law, or any other similar
Federal or state law now or hereafter in effect, then and in any such event any sayment or distribution of
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any kind or character, wa. .\Shaﬂbepayableordehvera.blewm'trspugto uy and all Indebtedness
due to Guarantor by Obligor, shall be paid or delivered directly to Guarantee! Paxty for application on
any Indebtedness to Guaranteed Party until such Indebtedness shall have been £xst and fully paid.
Guarantor hereby sells, assigns, transfers and sets over to Guaranteed Party all of its rights to any and all
such disttibutions.

5. WAIVER OF DEMANDS, NOTICES AND CERTAIN RIGHTS OF GUARANTOR. Guarantor
waives any right to require Guaranteed Party to (a) proceed with or exhaust remadies against Obligor; (b)
proceed agminst or exhaust any security held from Obligor or Guarantor; (c) pursue any other remedy
available to Guaranteed Party whatsoever; or (d) proceed against any other persons or guarantors who may
be liable to Guaranteed Party in whole or in part for the Indebtedness. Guaraator waives any defense
arising by reason of any disability or other defense of Obligor or by reason of the cessation or modification
from any cause whatsoever of the liability of Obligor. Guarantor shall have no right to subrogation, and
waives any right to enforce any remedy which Guaranteed Party now has or miy hereafter have against
Obligor, and waives any benefit of, and any right to participate in any security 110w or hereafter held by
Guaranteed Party. Guarantor waives diligence, a1l presentments, demands for performance, notices of non-
performance, default, protests, notices of protest, notices of dishonor, notices of acieptance of this Guaranty
and of the existence, creation, or incurring of new, changes, modified, increased or additional Indebtedness,
all other notices of every and any kind. Guarantor hereby further agrees that no payment or pexformarce
hereunder by Guarantor shall give rise to any claim of Guarantor against Guarantetd Party.

2) Where there is but a single Obligor, or where a single Guarantor executes thit Guaranty, then all
words used herein in the plural shall be deemed to have been used in the singular where the context
and construction so require; and when there is more than one Obligor named herein, or when this
Guaranty is executed by more than one Guarantor, the words "Obligor" and *Guarantor" respectively
shall mean all and any one or more of them.

b) Guarantor agrees to pay on demand to Guaranteed Party all costs and expent es of collection
(including, without limitation, the fees and disbursements of counsel) incider t to the enforcement,
protection on preservation of any right or claim of Guaranteed Party under & js Guaranty agamst
Guarantor as a result of breach of this Guaranty by Guarantor.

c) Ifany provision of this Guaranty shall contravene or be invalid under applics ble law or regulation
(including Federal law and regulation), such contravention or invalidity shall not affect the entixe
Guaranty, the provisions held to be invalid to be deemed deleted or modified and the Guaranty
interpreted and construed as though such invalid provision or provisions we e not part hereof or
conformed thereto.

d) Guaranteed Party may give notice to Guarantor or make a request of Guaran' or in the U.S. mail, first
class postage prepaid, addressed to Guarantor at its address below, or an adc.ress furnished by
Guarantor to Guaranteed Party. All notices to be given by Guarantor hereun der shall be deemed
adequately given if sent by registered or certified mail to Guaranteed Party a" the address of
Guaranteed Party stated herein, or at such other place as Guaranteed Party & ay designate to
Guarantor in writing.

e) This Guaranty shall be binding upon successors and assigns of Guarantor, but no assignment hereof,
or of any right to any funds due or to become due under this Guaranty, shall in any event relieve
Guarantor of its obligations hereunder.

f) This Guaranty constitutes the entire agreement of the parties with respect to the subject matter hereof.
ANY VARIATION OR MODIFICATION OF THIS GUARANTY AND AMY WAIVER OF ANY
OF ITS PROVISIONS SHALL NOT BE VALID UNLESS IN WRITING AND SIGNED BY AN
AUTHORIZED OFFICER OR MANAGER OF GUARANTEED PARTY.
Page4 of 5
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g) GUARANTORWAIVE LL RIGHIS TO TRIAL BY JURY.IN AN. JTIGATION ARISING
HEREFROM OR IN RELATION HERETO, .

h) THIS GUARANTY SHALL BE GOVERNED BY, AND CONSTRUED IN ACCORDANCE WITH,
THE LAWS OF THE STATE OF NEW YORK.

IN WITNESS WHEREOF, Guarantor (and each of them if there are more than one), has caused this
Guaranty to be executed and delivered by its officer hereunder duly authorized independent of any other
party and not relying upon or in consideration of the execution hereof by any other parly, this

_RIE- day of 44? partd ,19.27

Sea View Restaurants, Inc,

Guarantor

Namgajq_mg_cl___%r Lo koS
Tifle: MEc Prcs iderts o ance_

. WI-M} /
By: V%@g—v AS

Neme: MADTIS ghrEWEK

Title: ACCSUPTE, PAYARE @il

(Seal)

F:\SHARES\ OPS\ CONTRACT\CALBEACH\0095RAY{.CGY 04/27/99 10:57
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PROMISSORY NOTE

3 821.564.75 — 1999

THIS PROMISSORY NOTE is executed and delivered effecive as of the date
written above by the undersigned (collectively, the *Maker”) to LYON CREDIT
CORPORATION, a Delaware corporation (“Holder”).

" 1.  Loan. FOR VALUE RECEIVED, the Maker promises to pay to Holder, or
order, the principal sum of __EIGHT HUNDRED TWENTY ONE THOUSAND FIVE
HUNDRED SIXTY FOUR AND 75/100 (5___\_§&.ZL)321 3 with interest on all unpaid
principal from the date such principal sum is disbursed to or on behalf of Maker by
Holder, at the rate of _ONE __ percent (1.0 _ %) plus the prime lending rate published
in The Wall Street Journal until maturity. '

2. Demand. This note shall be due and payable, in full. upon demand by
Holder. Payment shall include all principal together with all interest ac crued thereon.

3. Payments. Payment shall be applied first to interest and the remainder to
principal. Principal and interest shall be paid in lawful money of the United States of
America. Payments shall be made at 1266 East Main Street, Stamfo:d, Connecticut, or
clsewhere as Holder may designate. Interest may be calculated on a daily basis using a
360-day year. Maker agrees that the rate of interest contracted for in this note shall, for
purposes of applicable law, include the interest rates stated herein and any other charges,
costs, foes and other expenses which are to be paid by Maker to or for the benefit of
Holder to the extent that the same are deerned to be interest, all of wiich Maker hereby
agrees to pay. In no event will the total of interest rates charged hereunder be greaier
than that permitted by applicable federal or state law.

_ 4. Defaults by Maker. A default shall occur if: (i) Maker fuils to pay this note
when declared due by Holder or (i1) Maker or any of them becomes a bankrupt or debtor
in or under any state or federal insolvency proceeding.

5. Default Remedies. If a default occurs, then without notice, at the election of
Holder, the entire principal sum and all accrued interest which is unpaid shall
immediately be due and payable. In any event, upon any default occuring or at maturity
by acceleration or upon demand, all principal and accrued interest shall bear interest at
the after-default rate of fifteen percent (15%) per annum from the date of default until this
note is paid in full. .

6. Reservation of Rights. Failure of Holder to exercise any clection hereunder

shall not constitute any waiver of any rights, remedies, options or clections of Holder in
the event of any subsequent default or otherwise.
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7.  Fees and Costs. If any default shall occur, Maker promises to pay all of the
following costs and fees if incurred by or on behalf of Holder: (f) re:isonable aworneys’
fees, (if) all costs and expenses of collection, enforcement or interpp:tation, whether or
not suit is filed, and (iii) all costs of suit, each of which are to be deteninined and awarded
by a court and not by a jury. “Suit” includes proceedings in courts of original, appellate
and baokruptey jurisdiction. .

8.  Waivers by Maker. To the maximum extent allowed by applicable law,
Maker expressly waives: (i) diligence, demand, dishonor, protest, presentment, and grace
of any kind, and any notice of the foregoing, and any notices of nonp:ayment, default or
acceleration, (ii) any and all rights of homestead and exemption, and (iif) any releasc or
discharge arising from any extension of time or change in terms of payment or otherwise
in this note, or from any change, addition to or alteration of any instrument securing this
note, or from any other cause whatsoever other than payment in full.

9. Parties Bound. “Maker” means the undersigned (individually or
collectively and jointly and severally) and all co-makers, endorsers, payors, obligors,
sureties and guarantors of this note and anyone who may become liable for payment or
performance of the same, and their respective successors and assigns, jointly and
severally, and if married, both as a community and as a sole and separate obligation.
“Holder” means the original payee of this note and its successors anc assigns as Owners
and holder of this note.

10. Choice of Law. This note shall be governed by and coniitrued and enforced
under applicable federal law and by the laws of the State of Connecticiit.

11. Security. Thisnote is secured by a security interest in certain collateral, and
may be secured by other, additional security interests in other collateral or by a lien or
liens on real property owned by Maker.

_California Beach Restayrants, Inc.

as Maker

Title: ‘/fce, Pres iaie,n‘*/. E"\é}\u;_.

Witness/Attest: /"
By: %@Zu&/nt{,é

Name: M RTIN SauSwisSK(

Title: ACCCUNTS PAYARLE CLERIC
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SECURITY AGREEMENT

. Security Agreement No.

THIS SECURITY AGREEMENT (the "Security Agreement”), dated as of
, 1999 made by and betvieen LYON CREDIT

CORPORATION, a corporation organized and existing under the laws of the State of
Delaware, with an office address at 1266 East Main Street, Stamford, Connecticut
06902-3546 (together with its successors and assigns, if any, "Secured Party")
and Sea View Restaurants, Inc. dba: Gladstones 4 Fish, corporation organized and
existing under the laws of the State of California with its residisnce, mailing address
and principal place of business at 17383 Sunset Blvd., Pacific Palisades, CA
90272 ("Guarantor");

WITNESSETH:

1. GRANT OF SECURITY INTEREST: The security interest granted below is
given (i) to secure payment on each Note made by Californiza Beach Restaurants,
" Inc. (“Borrower”) in the original stated principal amount of $1,200,000.00 together
with any extensions or renewals thereof, and any amendments or modifications
thereto (each, a "Note", and collectively, the “Notes”), (ii} to secure the obligations
of Guarantor under and in connection with that certasin Gtaranty, dated as of
, 1999, guaranteeing the payment and performance of the
Note, Security Agreement, dated on even date therewith, executed by Borrower for
the benefit of Secured Party (“Borrower Security - Ag-eement”) and the
“Indebtedness” as further described in the Borrower Security Agreement, and all
related documentation (“Loan Documents”), and (iii) also 1o secure any other
indebtedness, obligation, or liability of the Guarantor to the Sesured Party, whether
direct or indirect, absolute or contingent, due or to become ijue, now existing or
hereafter arising and no matter how acquired by Secured Parly, including, but not
limited to, all future advances or loans which may be made at the option of the
Secured Party to or on behalf of Borrower and/or Guarantor {all the foregoing in (i),
(i), and (lii) hereinafter called the “Indebtedness"], Guarantor hereby grants and
conveys to the Secured Party a first security interest in, and mortgages to the
Secured Party, any and all furniture, equipment, fixtures, trade fixtures, furnishings,
and all other tangible personal property now owned or hereafter acquired by
Guarantor, together with all products and proceeds thereof, if any, all additions,
attachments, accessones and accessions thereto and any and all substitutions,
replacements or exchanges thereto, and any and all insurance and/or other
proceeds thereof, including, but not limited to, every permitted lease or sublease,
howsoever designated, covering all or any part thereof (all or any of the foregoing
hereinafter collectively called the “"Collateral"). The purpose of the Security
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Agreement is 1o ensure that Secured Party has o first lien security interest in any
and all furniture, equipment, fixtures, trade fixtures, furnishings, and all other
tangible personal property, now owned or hereafter acquired, used in and in
connection with the operation of that certain restaurant entitlec Gladstones 4 Fish,
located at 17300 Pacific Coast Highway, Pacific Palisades, California 90272

'~ TO HAVE AND TO HOLD the Collateral with the power and authority and
subject to the terms and conditicns set forth in this Security Ag-eement.

2. PAYMENT: Guarantor will duly and punctually pay the Irdebtedness secured
by this Security Agreement in accordance with the terms of “he Guaranty. In no
event shall any payments be refunded to Guarantor.

3. OBLIGATIONS ABSOLUTE: The obligations of Guarantor under this Security
Agreement shall be absolute and unconditional under all circumstances whatsoever,
including, but not limited to, the existence of any claim, set-off, defense,
counterclaim or recoupment to any present or future claim of Guarantor against
Secured Party under this Security Agreement or otherwise, against the
manufacturer or seller of any of the Collateral or against any-other person or entity
for whatever reason. This Security Agreement shall not terminate, nor shall the
obligations of Guarantor be affected, by reason of any defect in title to, damage to
or any loss or destruction of, the Collateral from whatsosver cause, or the
interference with the use thereof by any person or entity, or the invalidity or
unenforceabllity or lack of due authorization in respect of this Security Agreement
or any lack of right, power or authority of the Secured Party to enter into this
Security Agreement, or any fallure of Secured Party to perform any obligation of
Secured If’arty or Guarantor or any other person or entity under this Security
Agreement or any instrument or document executed in connection herewith, or for
any other cause, whether similar or dissimilar to the foregong, any present or
future law or regulation to the contrary notwithstanding, it being the express
intention of Secured Party and Guarantor that all payments by Guarantor shall be,
and continue to be, payable in all events unless the obligation to pay the same shall
be terminated pursuant to the express provisions of this Security Agreement.

4. REPRESENTATIONS AND WARRANTIES: Guarantor represents and warrants
as of the date of this Security Agreement that:

a) Guarantor is a corporation duly organized and validly existing in good
standing under the laws of its state of organization and has the requisite
power to enter into and perform its obligations under this Security
Agreement, ‘
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b) this Security Agreement has-been duly authorized, executed and delivered by
Guarantor and, assuming due authorization, execution and delivery by
Secured Party, is a legal, valid and binding obligation of Guarantor,
enforceable in accordance with its terms except as may be limited by
applicable bankruptey, insolvency, reorganization, moratarium or other similar
laws affecting the rights of creditors generally, and general principles of
equity, regardless of whether such enforceability s considered in a
proceeding in equity or at law,

c) the execution and delivery by Guarantor of this Security Agr:ement is not, and the
performance by it of its obligations hereunder will not be, incont.istent with Guarantor's
(articles or certificate of incorporation or by-laws), do not and ‘¥ill not contravene any
law, governmental rule or regulation, judgment or order applicable to Guarantor, and
do not and will not contravene any provision of, or constitut> a default under, any
indenture, mortgage, contract or other instrument to which Guerantor is a party or by
which it is bound,

d) no consent or approval of, giving of notice to, registration with, or taking of
any other action in respect to or by, any federal, state or local governmental
authority or agency or other entity is required with respuct to the execution,
delivery and performance by Guarantor of this Security Agreement, or if any
such approval, notice, registration or action is requiredi, it has been duly
given or obtained, ’

e) there are no suits or proceedings pending or threatened in court or before any
commission, board or other administrative agency zgainst or affecting
Guarantor, which will have a material adverse effect on the ability of
Guarantor to fulfill its obligations under this Security Agreement,

f) each financial statement and other related information furnished to Secured
Party by Guarantor has been prepared in accordance with generally accepted
accounting principles and, since the date of the most recent financial
statement so delivered, there has been no material adverse change (as that
term is defined in paragraph 12 (k) below),

g) this Security Agreement shall be effective against all creditors of Guarantor
under applicable law, including, without limitations, fraudulent conveyance
and bulk transfer laws, and

A}

h) the Collateral will at all times be used solely in the conduct of the business of
Guarantor and be and remain in the possession and control of Guarantor.
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5. LIENS: Unless owned by Borrower, Guarantor is the lawful owner of the
Collateral. Guarantor shall keep the Collateral free and clear from all liens, charges,
encumbrances and security interests of any Kind ("Liens") , excipt for

a) the Lien of Secured Party, as provided in this Secu-ity Agreement ot in
the Borrower Security Agreement,

b) Liens for taxes either not yet due or being contested by Guarantor in
good faith with due diligence and by appropriate proceedings, so long
as such proceedings do not, in the opinion of Secured Party, involve
any material danger of sale, forfeiture or loss of Collateral or any part
thereof or title thereto or interest therein, '

c) inchoate materialmen's, mechanics’, workmen's, repairmen's,
employees’, carriers’, warehousemen's or other lik2 Liens arising in the
ordinary course of business of Guarantor and not delinquent and
Guarantor shall be maintaining adequate reserves therefor. Secured
Party shall, at its own cost and expense, promptly take such action as
may be necessary to discharge duly all Secured Pzrty's Liens upon full
payment and satisfaction of all Indebtedness.

6. USE AND OPERATION:

a) Guarantor shall not assign, sublet, mortgage, hypothecate or alter any of
the Collateral or any interest in this Security Agreement, nor shall
Guarantor remove any of the Collateral from the specified place of
Collateral location, without the prior written consent of Secured Party,
and any attempt so to assign, sublet, mortgage, hypothecate, alter or
remove any of the Collateral without the prior wriiten consent of the
Secured Party shall be void and without effect.

b).  Guarantor will not, without the prior written consent of Secured Party,
affix’or install any accessory, equipment, or device on any Collateral if
such addition will impair the originally intended function or use of any
such Collateral or its value in place. Guarantor acrees that each Item
of Collateral shall prior to its installation be persaonal property under
applicable law., Guarantor agrees to take such action as shall be

4
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required by Secured Party from time to time to frotect the rights and
interests of Secured Party in each such Item. Guarantor will not,
without the prior written consent of Secured Part and subject to such
conditions as Secured Party may impose for its protection, affix or
install any Collateral to or in any other personal property. Secured
Party and Guarantor agree that each item of Collateral and every part
thereof is severed from any real property anc, even if physically
attached to any real property, it is the intention of Secured Party and
Guarantor that such ltem

i. shall retain the character of personal pruoperty,
ii. shall be removable,

iii. shall be treated as personal property with respect to the
rights of all persons and entities,

iv. shall not become part of any real property, and

v. by virtue of its nature as personal property, shall not be
affected in any way by any instrument Jealing with any real

property.

Guarantor represents that it has not entered into, and agrees that it will not enter
into, any agreement or other arrangement which prohibits or restricts in any manner
the right of Secured Party or Guarantor to sever Items of Collateral from the real
property on which they are located, to sever ltems of Collaieral from any other
equipment or personal property to which such Items are attached or to remove
Items of Collateral from the place where they are then located.

7. MAINTENANCE AND SERVICE:

a) Items of Collateral shall be used only in the manner “or which they were
designed and intended and Guarantor will at its sole expense at all times
maintain Collateral in good operating order, repair, condition and
appearance and keep Collateral protected from the elements, ordinary

~ wear and tear excepted. Guarantor shall, if at any tim: requested to do so

5
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by Secured Party, affix in'a prominent position on each tem of Collateral
plates, tags or other identifying labels showing the interest of Secured
Party in the Coliateral. Guarantor will, at all times, operate and maintain
each ltem of Collateral in accordance with

i. the standards appli'e'd by Guarantor with respect to similar
equipment owned or leased by it and

ii. prudent operating and maintenanie standards and
manufacturer's requirements. Guarantor will not use or
operate any ltem of Collateral in violation of applicable laws
and regulations (including all applicabl: environmental and
occupational safety laws).

b) Any alterations or modifications with respect to Collateral that may at any
time prior to full repayment of the Indebtedness secured hereby be
required to comply with any applicable law or any jjovernmental rule or
regulation shall be made by Guarantor as required ancl at the sole expense
of Guarantor.

8. REPORTS:

a) Guarantor agrees that Secured Party shall not be respoasible for any loss or
damage to Guarantor, its customers or any other thiid parties caused by
the Collateral, any failure thereof or defect therein, or otherwise.
Nevertheless, Guarantor will immediately notify Secured Party of each
accident arising out of any alleged or apparent improper manufacturing,
functioning or operation of any Collateral, the time, place and nature of the
accident and damage, the names and addresses »f parties involved,
persons injured, witnesses and owners of property damaged, and such
other information as may be known, and promptly advise Secured Party of
all correspondence, papers, notices and documents whatsoever received by
Guarantor in connection with any claim or demand involving or relating to
improper manufacturing, operation or functioning of any Collateral or
charging Secured Party with liability;

]

b) Guarantor will notify Secured Party in writing within ten (10) days
after any day in which any Lien shall attach to any Collateral not expressly
permitted hereby of the full particulars thereof and of the then location of
such Collateral on such day;
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c) Guarantor will notify Secured Party forthwith in 'writing of the location
of any Collateral moved by Guarantor from the place where delivered to
Guarantor or from the location specified in this Secuiity Agreement or any
subsequent agreement executed by the parties and Guarantor will not
change or discontinue its place or places of business and/or residence
and/or name;

d) Guarantor will within ninety (90) days of the close of each of its fiscal
vears deliver to Secured Party Guarantor's balance sheet and profit and
loss statement prepared in accordance with generally accepted accounting
principles and, to the extent available, certified to by a recognized firm of
certified public accountants. Guarantor will deliver to Secured Party, within
sixty (60) days of the close of each of its fiscal yuarters, Guarantor's
quarterly financial report (which shall be in reasonable detail) prepared in
accordance with generally accepted accounting principles and certified to
by the chief financial officer of Guarantor; and

e) Guarantor will permit Secured Party to inspect and examine Collateral
at such times and from time to time during normal business hours as
Secured Party may wish (and at such other times as may be mutually
agreeable) and without any requirement for advance notice, provided that
such examination and inspection shall not ‘unreasunably interfere with
Guarantor's normal business operations. '

9. RISK OF LOSS:

a) Guarantor is solely responsible for the entire risk ol use and operation,
and for each and every cause or hazard, and all loss and damage to any
and all Collateral whether arising through operation or otherwise. In the
event of damage to any ltem of Collateral, Guarantor, at its cost and
expense, shall promptly repair the Item, restoring it to its previous
condition or the condition in which it was required to be assuming
Guarantor had met all its obligations for maintenance of the Collateral.
Upon the occurrence of an Event of Loss (defined be ow) with respect to
any ltem, Guarantor shall prepay to Secured Party an amount of
Indebtedness under the Note relating to the Schedule hereto in which
such Item is described equal to the sum of

G 4 K7€ ON 449 WdvE:G €00C 'L 'NVP




i. all interest theretofore accruing, and unpaid thereon, with
respect to such ltem, plus

ii. the unpaid principal balance of the Note with respect such item,

‘plus

lii. an amount equal to two (2%) percent o the unpaid principal
balance of the Note with respect to such Item.

Provided Guarantor is not in breach or default of this Security Agreement, any
proceeds of insurance received by Secured Party with respect to any such loss shall
be pald to Guarantor to the extent necessary to reimburse Guiarantor costs incurred
and paid by Guarantor in repairing damaged Equipment or as a credit against total
amount payable by Guarantor with respect to the Collateral involved, as the case
may be, all as provided In this Security Agreement.

(b) For the Purpose hereof “Event of Loss” shall mean, with respect to any
ltem of Collateral, if such item is

iv,

V.
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destroyed, condemned, irreparably ¢amaged or damaged
beyond economic repair,

requisitioned for use by a governmental entity for an
indefinite period or stated period =xtending beyond a

" period in excess of ninety (90) contecutive days or the

final installment payment date stated on the applicable
Note, whichever is earlier,

the subject of an insurance settlement with respect to

such Item of Collateral on the basis o’ a constructive total
loss,

stolen or lost and not recovered withir thirty (30) days,

the subject of a condemnation or requisition of title by a
governmental entity, or

4490 NdPE:S €000 L NVP




vi, prohibited by applicable law from be ng used by Guarantor
for a period of ninety (90) consecutive days or the final
instaliment payment date on tie applicable Note,
whichever is earlier.

10. INSURANCE:

(a) Guarantor, at its own cost and expense shall obtain, or shall cause
Borrower, at Borrower’s own cost and expene, to (i) maintain and
keep the Collateral insured against all risks of loss or damage from
every cause whatsoever in an amount not less than the greater of
actual cash value or the aggregate amount of all unpaid
Indebtedness as at any time, without deduc:ible and without co-
insurance (except as Secured Party may approve in writing) and (ii)
obtain and maintain, until repayment in .full of the Indebtedness
public liability insurance covering liability for bodily injury, including
death, and property damage resulting irom the  purchase,
ownership, leasing, maintenance, use or operation of the Collateral
in an amount of at least $1,000,000, or in such greater amounts
as Secured Party may from time to time require. Secured Party
shall be the sole named loss-payee with respect to damage or loss
to the Collateral and shall be a named addilional insured on the
public liability insurance. All insurance shall be with insurers and in
form satisfactory to Secured Party; shall prov'de for at least thirty
(30) days advance written notice to Secured Party before any
cancellation or material modification thereof; shall waive any claim
for premium against Secured Party; and shall not be invalidated or
the insurer's liability to or for or on behalf of Secured Party be
diminished or affected by any breach of warraaty or representation
or other act or omission of the Guarantor. Guarantor shall deliver to
Secured Party the original policy or policies of insurance,
certificates of insurance or other evidence satisfactory to Secured
Party evidencing the insurance required hereby along with proof
satisfactory to Secured Party of the payment of the premium
therefor. Secured Party may, at its option, apply proceeds of
insurance, in whole or in part, to (A) repair or replace Collateral or
any portion thereof, or (B) satisfy any obligation of Guarantor to
Secured Party hereunder. ’
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(b) Secured Party is authorized, but under no duty, to obtain such
insurance upon failure of the Guarantor to d> so. Guarantor shall
give immediate written notice to the Secured Party and to insurers
of loss or damage to the Collateral and shall promptly file proofs of
loss with insurers. Guarantor hereby irrevocably appoints the
Secured Party as attorney-in-fact, coupled with an interest, for the
Guarantor in obtaining, adjusting and canceliny any such insurance
and endorsing settlement drafts and hereby as«signs to the Secured
Party all sums which may become payable under such insurance,
including return premiums and dividends, as zdditional security for
the Indebtedness.

[od ]

11. INDEMNIFICATION: Guarantor hereby agrees to inderrnify, save and keep
harmless Secured Party, its agents, employees, successors and assigns, from and

" against any and all losses, damages (including indirect, spec al or consequential),

penalties, injuries, claims, actions and suits including, without limitation, legal
expenses, of whatsoever kind and nature (including, without limitation, costs and
expenses incurred by Secured Party in defending claims or suts brought against it
by Guarantor in violation of or contrary to the provisions of this Security
Agreement), In contract or tort, including, but in no way limited to, Secured Party’s
strict liability in tort, unless and except to the extent Secured Party’s gross

negligence or willful misconduct is the proximate cause of any such loss, damage,

penalty, injury claim, action, or suit, and Guarantor shall at its own expense defend
any and all such actions, arising out of the selection, modification, purchase,
ownership, acceptance or rejection of any ltem of Collateral and the delivery,
possession, maintenance, use, condition (including, without | mitation, latent and
other defects, whether or not discoverable by Secured Party or Guarantor, and any
claim for patent, trademark or copyright infringement), or operation of any item of
Collateral by whomsoever used or operated or arising out of or resulting from the
condition of any Item of Collateral sold or disposed of after use by Guarantor, any
lessee, sublessee or employees of Guarantor. The indemnities and assumptions of
liability herein provided for shall continue in full force and efiect notwithstanding
the termination of this Security Agreement whether by expiration of time, operation’
or law or otherwise. GUARANTOR AGREES THAT SECURED PARTY SHALL NOT
BE LIABLE TO GUARANTOR FOR ANY CLAIM CAUSED DIREC™LY OR INDIRECTLY
BY THE INADEQUACY OF ANY ITEM OF COLLATERAL FOR ANY PURPOSE OR
ANY DEFICIENCY OR DEFECT THEREIN OR THE USE OR MAINTENANCE THEREOF
OR ANY REPAIRS, SERVICING OR ADJUSTMENTS THERETO OR ANY DELAY IN
PROVIDING OR FAILURE TO PROVIDE ANY THEREOF OR ANY INTERRUPTION OR
LOSS OF SERVICE OR USE THEREOF OR ANY LOSS OF BUSINESS, ALL OF
WHICH SHALL BE THE SOLE RISK AND RESPONSIBILITY OF G'JARANTOR.

10
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12. DEFAULT; REMEDIES: If any of the following (herein an “Event of Default”)
shall oceur:

(a) Borrower shall default In the payment of indebtedness o Secured Party or in
making any other payment hereunder or under any Note when due, and such
default shall continue for a period of ten (10) days without its cure by
Borrower, or Guarantor shall default in the payment or performance of any of
its obligations under the Guaranty after demand is made by Secured Party
under the Guaranty, or

(b) Guarantor shall default in the payment when due cf any obligations of
Guarantor, whether or not to Secured Party, arising independently of this
Security Agreement or any Note, and such default shall continue for a period
of ten (10) days without its cure by Guarantor, or

(c) Guarantor shall default in the performance of any othe- covenant contained
herein or in the Guaranty or any other document enter:d into in connection
with this Security Agreement and such default shall zontinue for five (5)
days after written notice thereof to Guarantor by Secured Party, or

(d) Guarantor shall breach any of its insurance obligations under paragraph 10
hereof,

(e) any representation or warranty made by Guarantor in this Security
Agreement or any other documents entered into in connection with this
Security Agreement shall prove to be incorrect in any mraterial respect when
any such representation or warranty was made or given, or

(f) Guarantor shall become insolvent or make an assignmeat for the benefit of
creditors, or '

(g) Guarantor shall apply for or consent to the appointment of a receiver, trustee
or liquidato‘r for a substantial part of its property or suck receiver, trustee or
liquidator is appointed without the application or consent of Guarantor, or

11
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(h) a petition shall be filed by or.against Guarantor under the Federal bankruptcy
laws (including, without limitation, a petition for reorgz nization, arrangement
or extension) or under any other insolvency law or law oroviding for the relief
of debtors, or

(i) Secured Party shall deem the Collateral or the Indebtedriess insecure, or

(j) there is, without the prior consent of Secured Party, a change in control
(defined to be a change in the possession, directly or indirectly, of the power
to direct or cause the direction of the management and policles of Guarantor,
whether through the ownershlp of voting securites, by contract or
otherwise), or

(k) there is a material adverse change (defined to be a dec-ease of at least one-
third (1/3) of net worth, as determined in accordance with generally accepted
accounting principles) in Guarantor’s or any guarantor's financial condition,
or

() there occurs any Event of Default under the Borrower Security Agreement or
a breach, event of default, or default, however such terms are defined (but
after giving any applicable grace and/or notice of oppot:unity to cure period,
if any, provided thereunder) under the Loan Documents;

then, to the extent permitted by applicable law, Secured Partr shall have the right
to exercise any one or more of the following remedies one or miore times:

A) declare this Sécurity Agreement in default, such declarztion being applicable
to all Schedules hereunder except as specifically excepted by Secured Party;

B) declare the entire amount of unpaid total Indebtedness immediately due and
payable; -

C) declare due and payable in addition to any unpaid Indebtedness due on or
before Secured Party declares this Security Agreement in default, as
liquidated damages for loss of a bargain and not as a penslty, an amount
calculated in accordance with the provisions of paragriph 9 as though the
Coliateral had suffered an .Event of Loss, as of the date that Secured Party
declares this Security Agreement in default;

12
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D) declare due and payable the amount of any indemnification he(eunder if then
determinable, with interest as provided herein;

E) upon notice to any lessees or sublessees permitted pursuant to paragraph
6(a) to obtain and retain all rentals thereafter due, paid and/or payable;

F) without demand or legal process enter into premises where the Collateral
may be found and take possession of and remove the same, whereupon all
rights of Guarantor in the Collateral shall terminate absolutely, and either

() retain all prior payments of Indebtzdness and sell the
Guarantor, with or without having the Collateral at the sale, at
which sale Secured Party may purchas: all or any of the
Collateral, the proceeds of such sale, less sxpenses of retaking,
storage, repairing and reselling, and reasonable attorneys' fees
incurred by Secured Party, to be applied to the payment of the
unpaid total Indebtedness, Guarantor remaining liable for the
balance of said unpaid total Indebtedne:ss, and any surplus
thereafter remaining to be for the account of Guarantor (except
as otherwise provided under applicable law) or

(i) retain the Collateral and all prior payments of Indebtedness,
in satisfaction of the remaining unpaid indeltedness;

G) pursue any other remedy then avallable to Secured Party at law or in
equity. Guarantor hereby covenants and agrees to notify Secured Party
immediately of the occurrence of any default specif ed in this paragraph
12.

13. REMEDIES CUMULATIVE: Time of performance of Guarantor's obligations
hereunder is of the essence. All remedies of Secured Party hereunder are
cumulative, and may, to the extent permitted by law, be exercised concurrently or
separately, and the exercise of any one remedy shall not be deemed to be an
election of such remedy to the exclusion of any other remedy or to preclude the
exercise of any other remedy at any other time. Failure on the part of the Secured
Party to exercise; or delay in exercising, any right or remedy hereunder or Secured
Party's failure at any time to restrict performance by Guarantor of any of the
provisions hereof shall not operate as a waiver thereof; nor shall any single or
partial exercise by Secured Party of any right or remedy hersunder preclude any
other further exercise thereof or the exercise of any other right >r remedy.

13
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14, ASSIGNMENT: Guarantor acknowledges, and understands that Secured Party
may assign this Security Agreement, any Schedule or Certificate or any Note to a
bank or any other lending institution or any other person, oiganization or agency,
and Guarantor shall

(a) recognize any such assignment,
(b) accept the lawful demands of such assignee,
(c) surrender assigned Collateral only to such assignee,

(d) pay all Indebtedness payable hereunder and do any and all things required
of Guarantor hereunder, notwithstanding any default of the Secured Party
or the existence of any claim, defense or offset between Guarantor and
Secured Party, and

(e) not require any assignee of the Security Agreement to perform any duty,
covenant or condition required to be performed by Secured Party under
the terms of this Security Agreement provided thai Secured Party shall
remain llable for such performance. The obligations ¢f Guarantor shall not
be subject, as against any such assignee or transferee, to any defense,
set-off or counterclaim available to Guarantor against Secured Party and
any such defense, set-off or counterclaim may be usserted only against
Secured Party.,

15.  FILINGS:

(a) Guarantor agrees to execute any instrument or instruments necessary or
expedient for filing, recording, perfecting, or notifying of the Interest of
Secured Party upon request of, and as determined by, Secured Party.
Guarantor hereby specifically authorizes Secured Pzrty to file financing
statements not signed by Guarantor or to execute saine for and on behalf
of Guarantor as Guarantor's agent and attorney-in-fact, irrevocably and
coupled with an interest, for such purposes. A carton, photographic or
other reproduction of the Security Agreement or a financing statement
shall be sufficient as a financing statement for filing p Jrposes.

14
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(b) Without limiting the foregoing paragraph (a). Guarantor hereby
acknowledges and agrees that the normal practice of Secured Party is to
electronically file financing statements through computerized filing
services such as Lexis Document Services (“Filing Service®). The Filing
Service pursuant to a Power of Attorney delivered >y Secured Party will
execute the financing statements (whether one or more as applicable) on
behalf of both Guarantor (and Secured Party where applicable or where
desired by Secured Party as not all states require 3xecution of Secured
Party on financing statements). The names of Guarantor and Secured
Party, addresses, and collateral description on the computerized financing
statement filings shall be the same as on the financing statements
executed by Guarantor but the format and spacirg may vary in non-
material ways. Guarantor acknowledges that the original financing
statements executed by Guarantor shall be retalned in the collateral files
of Secured Party but may be filed by Secured Party should it deem it
necessary, In connection with the foregoing process, Guarantor hereby
authorizes and appoints Secured Party and the applicable Filing Service as
Guarantor’'s agent and attorney-in-fact, irrevocably and coupled with an
interest for the execution and filing of the financing statements and fully
acknowledges and agrees and has initialed this paragraph as: additional
affirmation as to the full enforceability of this power of attorney for such

purposes.
GUARANTOR & .
INT,
16, NOTES:

(a) Upon written notice by Secured Party to Guarantor that Secured Party
intends to transfer any Note, Guarantor shall, in exchan¢ie for the Note to be
transferred, promptly execute a new note in the amount of the exchanged
Note, naming the transferee as payee thereunder, and deliver to same to
such transferee. ‘

N

(b) If any Note shall become mutilated or shall be destroyed, lost or stolen,
Guarantor shall, upon the written request of payee under of such Note,
execute and deliver in replacement thereof, the new Iote payable in the

16
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17.

144

(a)

(b)

(c)

q

same amount and dated the same date as the Note so mutilated, destroyed,
lost or stolen.

MISCELLANEOUS:

In case of failure of Guarantor to comply with any provision of this Security
Agreement, Secured Party shall have the right, but shall not be obligated, to
effect such compliance in whole or in part, and all moneys spent and
expenses and obligations incurred or assumed by Secured Party In effecting
such compliance (including but not limited to, attorreys' fees and costs
incurred in attempting to effect compliance against Guiarantor and/or others)
shall constitute additional Indebtedness hereby secured due to Secured Party
five (5) days after the date Secured Party sends notice to Guarantor
requesting payment. Secured Party's effecting such compliance shall not be
waiver of Guarantor's default. Interest on any payments made by Secured
Party hereunder on amounts due after Secured Party declares default under
paragraph 12 and interest on any overdue payment under paragraph 11 shall
be at the default rate prescribed in the Note, (or, if there is more than one
Note, at the highest among the default rates prescribed in such Notes), but
not to exceed the maximum lawful rate. Any provisions in this Security
Agreement, any Schedule hereto or Certificate in respect hereof which are in
conflict with any statute, law or rule applicable shall be deemed omitted,
modified or altered to conform thereto.

If any provision of this Security Agreement shall coniravene or be invalid
under applicable law or regulation (including federal law and regulation), such
contravention or invalidity shall not affect the entire Security Agreement, the
provisions held to be invalid to be deemed deleted >r modified and the
Security Agréement interpreted and construed as though such invalid
provision or provisions were not part hereof or conformed thereto.

Secured Party may give notice to Guarantor or make a request of Guarantor
by depositing such notice or request in the U.S. mail, first class postage
prepaid, addressed to the Guarantor at its address above, an address
furnished by Guarantor to Secured Party, a mailing address of Guarantor or a
place of business of Guarantor. All notices required to bz given by Guarantor
hereunder shall be deemed adequately given if sent by registered or certified
mail to Secured Party at the address of Secured Party stated herein, or at
such other place as Secured Party may designate to Guarantor in writing.

16
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{(d) This Security Agreement, any addendum hereto attached and signed by
Secured Party and Guarantor, any Schedule hereto ¢nd any Certificate in
respect hereof, constitute the entire agreement of the parties with respect to
the subject matter hereof. THIS SECURITY AGREEMENT, ANY VARIATION
OR MODIFICATION OF THIS SECURITY AGREEMENT, ANY WAIVER OF
ANY OF ITS PROVISIONS OR CONDITIONS AND ALL SCHEDULES SHALL
NOT BE VALID UNLESS IN WRITING AND SIGNED 3Y AN AUTHORIZED
OFFICER OR MANAGER OF SECURED PARTY.

(e) GUARANTOR WAIVES ALL RIGHTS TO TRIAL BY JURY IN ANY LITIGATION
ARISING HEREFROM OR IN RELATION HERETO

{f) THIS SECURITY AGREEMENT SHALL BE GOVERNED BY, AND CONSTRUED
IN ACCORDANCE WITH, THE LAWS OF THE STATE OF CONNECTICUT,
WITHOUT REGARD TO CONFLICT OF LAW PRINCIPLES '

(9) GUARANTOR SUBMITS FOR ITSELF AND ITS PROPERTY IN ANY LEGAL
ACTION OR PROCEEDING RELATING TO THIS AGREEMENT OR ANY NOTE,
OR FOR RECOGNITION AND ENFORCEMENT OF ANY JUDGMENT IN
RESPECT THEREOF, TO THE NONEXCLUSIVE GENERAL JURISDICTION OF
ANY STATE OR FEDERAL COURT SITTING IN THE STATE OF
CONNECTICUT AND APPELLATE COURTS FROM ANY THEREOF;
CONSENTS THAT ANY SUCH ACTION OR PROCEEDING MAY BE BROUGHT
IN SUCH COURTS AND WAIVES ANY OBJECTION THAT IT MAY NOW OR
HEREAFTER HAVE TO THE VENUE OF ANY SUCH ACTION OR
PROCEEDING IN ANY SUCH COURT OR THAT S3SUCH ACTION OR
PROCEEDING WAS BROUGHT IN AN INCONVENIENT COURT AND AGREES
NOT TO PLEAD OR CLAIM THE SAME; AND AGREES “"HAT SERVICE MAY
BE MADE ON GUARANTOR IN ANY SUCH PROCEEDIN3 BY DELIVERING A
COPY OF PROCESS TO GUARANTOR AT GUARANTOR’'S ABOVE
ADDRESS, SUCH SERVICE TO BE EFFECTIVE UPON RECEIPT.

(h) This Security Agreement supplements and is in addition to the Borrower
Security Agreement, and it shall not, and is not in any'wvay meant to, limit,
impair, replace, or in anyway negate any of the obligations of Borrower under
the Security Agreement, it being understood that the obligations of
Guarantor as to the Collateral and the represen:ations, warranties,
covenants, and agreements set forth hereunder are joint and several with the
Borrower’s obligations. All rights and remedies as to Lioth parties shall be
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cumulative, and exercise of one or more remedies as t» one party shall in no
way limit the exercise of one or more remedies against the other party.

Sea View Restaurants, Inc.
dba: Gladstones 4 Fish

as Guarantor '
_p—— - 4. A /7

b St LULL—

Printed Name(__ggm vel Z. C,A/ /a.,éqj
Title: 22/ e, :’e,S l\c/:cﬂ'lé, 5‘45 Dee

Affix Corporate Seal here

AttestNVitness
By: /% fuaér‘ %

Printed Name: MHZT I SNISWSIC

Tltlez ACLounTs PAYARIE GLeTiC

LYON CREDIT CORPORATION
as Secured Party -

By:

Printed Name:

Title:

810330'files\0810330\\securagr.Doc
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FIRST AMENDMENT TO CONCESSION AGREEMENT
FOR WILL ROGERS STATE BEACH PARK RESTAURANT
(Gladstone’s Restaurant)

THIS FIRST AMENDMENT TO CONCESSION AGREEMENT FOR WILL ROGERS
STATE BEACH PARK RESTAURANT (this “Amendment”) is made and entered into as of
January __, 2003 by and between the COUNTY OF LOS ANGELES (“County”) and SEA
VIEW RESTAURANTS, INC., a California corporation (“Concessionaire”), with reference to
the following Recitals:

RECITALS

A. County and Concessionaire are parties to that certain Concession Agreement for
Will Rogers State Beach Park Restaurant dated as of November 1, 1997 (the “Concession
Agreement”), pursuant to which Concessionaire operates a restaurant known as “Gladstone’s” on
certain real property located in the County of Los Angeles, State of California and more
particularly described therein.

B. Under the Concession Agreement, Concessionaire is required to provide County
with a letter of credit as security for Concessionaire’s obligations thereunder. Concessionaire
has requested that County temporarily waive such requirement and County is willing to do so,
provided that, among other things, (i) Concessionaire grants County an irrevocable, exclusive,
royalty-free license to use the “Gladstone’s” name and trademarks at the current restaurant site
and within a fifteen (15) mile radius thereof, excluding the portion of Marina del Rey presently
in unincorporated territory of Los Angeles County, (ii) Concessionaire grants County a security
interest in (a) its interest in the furniture, furnishings, fixtures, equipment and other tangible
personal property at the restaurant, (b) all royalties derived from any licenses of “Gladstone’s”
name or trademarks and (c) the “Gladstone’s” name, trademarks and related rights, (iii)
California Beach Restaurants, Inc., a California corporation and Concessionaire’s parent,
guaranties the timely payment and performance of Concessionaire’s obligations under the
Concession Agreement and grants County a security interest in its interest in the furniture,
furnishings, fixtures, equipment and other tangible personal property at the restaurant, and (iv)
Concessionaire becomes and remains current on all payments required undei the Concession
Agreement, all as more particularly provided in, and subject to the conditions contained in, this
Amendment.

NOW, THEREFORE, with reference to the foregoing Recitals and the covenants
contained herein, and for other good and valuable consideration, the receipt and adequacy of
which are hereby acknowledged, the parties hereby agree as follows:

1. DEFINITIONS

All initially-capitalized terms used but not defined in this Amendment have the meanings
given such terms in the Concession Agreement.
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2. EXISTING CONCESSION AGREEMENT

To induce County to enter into this Amendment, Concessionaire hereby represents,
warrants, certifies and stipulates that each of the following statements is true and correct:

2.1 Enforceability. The Concession Agreement is valid, binding and enforceable
against Concessionaire.

2.2  Existing Defaults. Concessionaire failed to pay the rent payments as and when
required under the Concession Agreement for the months of December 2002 and January 2003
(the “Delinquent Rent Payments™).

2.3 No Defenses. Concessionaire does not have any defenses, counterclaims or
offsets to the payment of any amounts owed under the Concession Agreement, including,
without limitation, the Delinquent Rent Payments and the related penalties and interest.

3. AMENDMENTS TO CONCESSION AGREEMENT

Effective on the date on which all of the Amendment Conditions (as defined in Section 5
hereof) have been satisfied or waived by County in writing, the Concession Agreement shall be
amended as follows:

31 New Definition: FF&E. The following is hereby added to the Concession
Agreement as a new subsection 1.1.42.A:

“1.142.A ‘FF&E’ means all furniture, furnishings,
fixtures, machinery, equipment and other items of tangible
personal property used or intended for use in the operation of the
restaurant located on the Premises, including, without limitation,
all of the items described on Exhibit C.”

3.2  New Definition: Guarantor. The following is hereby added to the Concession
Agreement as a new subsection 1.1.46A:

“1.1.46A ‘Guarantor’ means California Beach Restaurants,
Inc., a California corporation.”

3.3 New Definition: Name Rights. The following is hereby added to the Concession
Agreement as a new subsection 1.1.56.A:

“1.1.56.A ‘NAME RIGHTS’ means, collectively, (i) the
name ‘Gladstone’s’, (ii) the Trademarks, (iii) all existing and
future registrations and recordings of the foregoing, including,
without limitation, all applications, registrations and recordings in
the Patent and Trademark Office (including, without limitation,
those described on Exhibit D) or in any similar office or agency of
the United States or any state, (iv) all goodwill associated with the
foregoing, (v) all rights of Concessionaire under all existing and
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future license and other agreements relating to the use of the name
‘Gladstone’s’ or the Trademarks, (vi) all claims and rights to sue
for past, present or future infringement or unconsented use of the
name ‘Gladstone’s’ or the Trademarks, and (vii) all products and
proceeds of the foregoing.”

New Definition: Royalties. The following is hereby added to the Concession

Agreement as a new subsection 1.1.77.A:

3.5

“1.1.77.A ‘ROYALTIES’ means all royalties, license fees
and other payments of any kind now or hereafter payable or
otherwise received under any license or other agreement now or
hereafter entered into by Concessionaire with respect to the Name
Rights.”

New Definition: Trademarks. The following is hereby added thereto as a new

subsection 1.1.89.A:

3.6

“1.1.89A ‘TRADEMARKS’ means all trademarks, trade
styles and service marks relating to the name ‘Gladstone’s’, and all
designs and general intangibles of like nature, now existing and
hereafter adopted or acquired.”

Improvements and FE&E. Subsection 2.4.1 of the Concession Agreement is

hereby amended and restated in its entirety as follows:

883811.3

“2.4.1 County’s Election to Receive Improvements. At the
election of County, all structures, buildings, improvements and all
alterations, additions, and betterments thereto, and all other
improvements made to or upon the Premises shall remain upon and
be surrendered with the Premises as part thereof and title thereto
shall vest in County at the expiration of the Term or earlier
termination of this Agreement, without compensation therefor to
Concessionaire. Nothing contained herein shall be construed to
deny or abrogate the right of Concessionaire, prior to the
expiration of the Term or termination of this Agreement, to receive
any and all proceeds which are attributable to the Condemnation of
business installations, improvements, structures and buildings
belonging to Concessionaire immediately prior to the taking of
possession by the Condemnor as said rights are set forth in Article
7 of this Agreement or, except as otherwise provided in the next
sentence, to remove any furniture, any fixtures or equipment not
intended to be permanently affixed, any signage, any personal
property or any ornamental fixtures upon the expiration of the
Term or earlier termination of this Agreement or at any time
during the Term, subject to Concessionaire’s obligations under this
Agreement to use the Premises for the Permitted Uses.
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Notwithstanding the foregoing, Concessionaire shall not remove,
nor shall it permit Guarantor to remove, any FF&E from the
Premises after the occurrence and during the continuance of a
default by Concessionaire hereunder or otherwise in violation of
any covenants contained in this Agreement.”

3.7  Temporary Waiver of Letter of Credit Requirement. The following is hereby
added to the Concession Agreement as a new Section 8.3:

“8.3. Temporary Waiver. Subject to the condition
contained in the last sentence of this Section 8.3, County hereby
waives Concessionaire’s obligation to maintain the letter of credit
that would otherwise be required under Section 8.1 from January 1,
2003 until October 1, 2003. County may, but is not obligated to,
extend the waiver period for an additional twelve (12) months if
the Board determines, in its sole and absolute discretion, that
Concessionaire has made material progress in attaining financial
stability between January 1, 2003 and October 1, 2003; any such
extension may be granted only in writing, if at all. The conditional
waiver by County under this Section 8.3 (including any extension
of the initial waiver period as provided in the previous sentence)
shall automatically expire and be of no further force and effect
upon an Event of Default by Concessionaire under this Agreement,
in which event Concessionaire must immediately deliver to County
the letter of credit required under Section 8.1.”

3.8  Additional Events of Default. The following are hereby added to the Concession
Agreement as new subsections 14.1.7 and 14.1.8:

“14.1.7 Breach of Representations and Warranties.
County’s good faith determination that any of the representations
and warranties made by Concessionaire in Section 18 of this
Agreement is incorrect or inaccurate in any material respect.

“14.1.8 Breach or Default Under Guarantor Documents.
County’s good faith determination that Guarantor is in default
under any guaranty or security agreement executed by Guarantor
in favor of County or that any of the representations and warranties
made by Guarantor in any such guaranty or security agreement is
incorrect or inaccurate in any material respect.”

3.9  Additional Collateral. The following is hereby added to the Concession
Agreement as a new Section 18:

“18. OTHER COLLATERAL.

“18.1 Representations and Warranties. Concessionaire
hereby represents and warrants to County that each of the
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following statements is true and correct and will remain true and
correct so long as the Agreement remains in effect:

“(1)  Exhibit E sets forth (i) Concessionaire’s
legal name as listed in its current organizational documents,
(ii) the location of Concessionaire’s chief executive office,
(ii1) Concessionaire’s mailing address, and (iv) all names
under which Concessionaire has conducted its business;

“(2) Concessionaire owns and has full right to
the Name Rights and the Royalties, and has the right to
assign and grant security interests in each of them;

“(3) the FF&E is owned by Concessionaire or
Guarantor, and each of Concessionaire and Guarantor has
the right to assign and grant security interests in its interest
in the FF&E; '

“(4) except as set forth on Exhibit F, no other
person or entity has received an assignment of, or been
granted a security interest in, the FF&E, the Name Rights
or the Royalties;

“(5) except as set forth on Exhibit F, no other
person or entity has been granted a license or other right to
use the Name Rights;

“(6) the Trademarks are subsisting and are not
invalid or unenforceable, in whole or in part;

“(7)  Exhibit D contains the name, place of
registration, registration number and date of registration of
each Trademark that has been registered;

“(8) no claim has been made that the use of the
Trademarks violates, infringes or otherwise conflicts or
interferes with any trademark, service mark or other
intellectual property or proprietary right of any other person
or entity;

“(9) Exhibit H contains a true and accurate
description, as of January __, 2003, of the status,
outstanding balance and other matters regarding the loan to
Guarantor that is secured by the FF&E and guarantied by
Concessionaire and described thereon (the “FF&E Loan™);

“(10) the granting of the assignments and security
interests provided in this Section 18 will not create a
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default or constitute an event that, with the giving of notice
or the passage of time or both, would constitute a default
under any other agreement to which Concessionaire is a
party.

“18.2 Covenants. Concessionaire hereby covenants and

agrees that so long as this Agreement remains in effect:

“(1) Concessionaire shall notify County in
writing at least ten (10) days prior to changing any of the
matters listed on Exhibit E;

2) except for the existing security interests in
the FF&E that secure the FF&E Loan, Concessionaire shall
not grant or permit any liens, assignments for security
purposes or security interests in, of or against any of the
FF&E, the Name Rights or the Royalties;

“(3) Concessionaire shall diligently prosecute
any pending trademark application for the Trademarks,
make federal application on registrable but unregistered
Trademarks, file and prosecute opposition and cancellation
proceedings, and do any and all things necessary or
desirable to enforce, preserve and maintain all rights in the
Trademarks, including, without limitation, instituting legal
proceedings to enjoin any infringement or unauthorized use
of the Trademarks that, if not enjoined, could result in
Concessionaire losing any of its material rights with respect
to the Trademarks;

“(4) Concessionaire shall not abandon any
Trademark without the prior written consent of County,
which consent shall not be unreasonably withheld;

“(5) Concessionaire shall maintain the FF&E, or
cause the FF&E to be maintained, in good working order
and condition, reasonable wear and tear excepted;

“(6) Concessionaire shall not sell or remove, or
permit Guarantor to sell or remove, any FF&E from the
Premises without County’s prior written consent (which
shall not be unreasonably withheld), except that any FF&E
that is damaged or becomes obsolete may be replaced with
comparable items of similar quality and condition without
County’s prior consent;

“(7)  Concessionaire shall perform all of its
obligations under the FF&E Loan (including its obligations

-6-




883811.3

under its guaranty thereof) as and when requir
terms thereof; and

“(8) if Concessionaire receives a notice of default
under the FF&E Loan (including a notice of default relating
to its guaranty thereof), Concessionaire shall provide a
copy thereof to County not later than two (2) business days
thereafter.

“18.3 Security Interest in FF&E and Name Rights.
Concessionaire hereby grants County, as security for the payment
and performance of Gladstone’s obligations under this Agreement,
a continuing security interest in all of Concessionaire’s right, title
and interest in and to the FF&E and the Name Rights.

“18.4 Security Interest in Royalties. As security for
Concessionaire’s obligation to reinstate the letter of credit required
by Section 8.1 upon the expiration or earlier termination of any
County waiver of such requirement pursuant to Section 8.3,
Concessionaire hereby pledges, assigns and transfers to County,
and grants County a continuing security interest in, all of
Concessionaire’s right, title and interest in and to the Royalties.
County hereby grants Concessionaire a license to collect and retain
the Royalties, provided, however, that the license shall
automatically terminate and be of no further force or effect if and
at such time as Concessionaire fails to timely reinstate the required
letter of credit or upon the earlier occurrence of any Event of
Default. If Concessionaire (or its permitted successor) reinstates
the required letter of credit, then, promptly after Concessionaire’s
request therefor, County shall execute such instruments as
reasonably may be requested by Concessionaire to confirm that
County’s security interest in the Royalties has terminated.

“18.5 Authorization to File Financing Statements.
Concessionaire hereby authorizes County to execute and file one
or more financing statements with respect to the FF&E, the Name
Rights and the Royalties in such governmental offices as County
deems appropriate.

“18.6 County’s Rights and Remedies Upon an Event of
Default. Upon the occurrence of an Event of Default, County shall
have, in addition to its other rights and remedies under this
Agreement or under any other applicable law or in equity, all of
the rights and remedies of a secured party under the California
Uniform Commercial Code, all of which rights and remedies shall,
to the fullest extent permitted by law, be cumulative.




“18.7 County’s Power of Attorney. Effective upon an
Event of Default by Concessionaire under this Agreement,
Concessionaire hereby irrevocably appoints County with full
power of substitution as its attorney-in-fact for the purpose of
carrying out the provisions of this Section 18 and taking any action
and executing any instrument that County may deem necessary or
advisable to accomplish the purposes of this Section 18. The
power of attorney granted and all authority conferred by this
Agreement are granted and conferred solely to protect County’s
interest in the FF&E, the Name Rights and the Royalties and shall
not impose any duty upon the County to exercise such powers.
Such powers of attorney are coupled with an interest, shall be
irrevocable prior to the full payment and performance of all of
Concessionaire’s obligations under this Agreement and shall not be
terminated prior thereto or affected by any act of Concessionaire or
by operation of law, except for such powers relating to the FF&E
and the Royalties, which shall terminate upon the reinstatement of
the letter of credit required by Section 8.1.”

3.10 Incorporation of Exhibits. Exhibits C through G attached hereto and incorporated
herein by this reference are hereby incorporated into and made a part of the Concession
Agreement as Exhibits C through G thereto.

4. GRANT OF LICENSE

Concurrently herewith, Concessionaire is granting County a permanent, exclusive license
to use the name “Gladstone’s” and the Trademarks at and for any restaurant and/or bar
establishment operated at the Premises and any other improvements now or hereafter constructed
thereon and all areas within a fifteen (15) mile radius of the Premises, excluding the portion of
Marina del Rey in unincorporated territory of Los Angeles County, as provided in the license
agreement described in Section 5.1. County hereby grants Concessionaire a sublicense to use,
without the payment of any royalty or other fee, the name “Gladstone’s” and the Trademarks at
the Premises until the expiration of the Term or any earlier termination of the Concession
Agreement. Additionally, County agrees that for so long as Concessionaire (or its permitted
successor) is operating under the Concession Agreement, County may not use the Name Rights
or assign or license the Name Rights to any third party.

5. AMENDMENT CONDITIONS

Section 3 of this Amendment, and the amendments to the Concession Agreement
contained therein, shall not become effective until the date on which each of the following
conditions has been satisfied or waived by County in writing (the “Amendment Conditions”):

5.1  License for Name Rights. Concessionaire shall have granted to County, pursuant
to a license agreement in form and substance satisfactory to County and Concessionaire, an
irrevocable, exclusive, royalty-free license to use the name “Gladstone’s” and the Trademarks at
the Premises and all areas within a fifteen (15) mile radius of the Premises, excluding the portion
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of Marina dei Rey presently in unincorporated territory of Los Angeles County (the area covered
by such license is hereinafter referred to as the “License Area”). The license agreement shall
provide, among other things, that (i) the license granted thereby may be assigned or otherwise
transferred by County to future concessionaires or other operators of a restaurant and/or bar
establishment at the Premises, provided that for so long as Concessionaire (or its permitted
successor) is operating under the Concession Agreement, County may not use the Name Rights
or assign or license the Name Rights to any third party, and (ii) neither County nor its assignee
may open any additional restaurants under the name “Gladstone’s” in the License Area other
than at the Premises.

5.2  Additional Security Instruments. Concessionaire shall have executed and
delivered to County such additional security instruments and assignment notices (including,
without limitation, Uniform Commercial Code financing statements, trademark security
agreements and a trademark assignment notice with respect to the license agreement described in
Section 5.1) as County determines are necessary or desirable to create, evidence and perfect the
liens and security interests granted to County in this Amendment and the license described in
Section 5.1, and such additional security instruments and assignment notices shall have been
duly filed or recorded in the appropriate governmental offices, including, without limitation, the
California Secretary of State, the Los Angeles County Recorder’s Office and the United States
Patent and Trademark Office.

53  UCC Lien Searches. County shall have received lien search reports, certified by
the California Secretary of State, that provide that, except for any financing statements filed
against the FF&E with respect to the FF&E Loan and any financing statements naming County
as secured party, there are no financing statements naming Concessionaire or Guarantor as
debtor and covering the FF&E, the Name Rights or the Royalties on file with the California
Secretary of State.

5.4  Trademark Search. County shall have received a lien search report, certified by
the United States Patent and Trademark Office, that provides that, except for the trademark
security agreement naming County as secured party, there are no trademark security agreements
or similar instruments covering the Name Rights on file with the United States Patent and
Trademark Office.

5.5  Payment of Delinquent Amounts. Concessionaire shall have paid to County all
amounts due and payable under the Concession Agreement, including, without limitation, the
Delinquent Rent Payments and all penalties and interest thereon.

5.6  Payment of County’s Transaction Costs. Concessionaire shall have paid or
reimbursed County for all costs and expenses for which Concessionaire is responsible under
Section 6 hereof. \

5.7  Guarantor Documents. Guarantor shall have executed and delivered to County
the following instruments, each of which must be in form and substance satisfactory to County:
(i) a guaranty, pursuant to which Guarantor guaranties the timely payment and performance of
all of Concessionaire’s obligations under the Concession Agreement (the “Guaranty”); (ii) a
security agreement, pursuant to which Guarantor grants County a security interest in all of
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Guarantor’s right, title and interest in and to the FF&E as collateral for its obligations under the
Guaranty; and (iii) such other additional security instruments as County determines are necessary
or desirable to create, evidence and perfect the liens and security interests granted to County in
the security agreement described in clause (ii) above. The Guaranty will provide that it, and the
related security interest granted by Guarantor, will expire upon Concessionaire’s reinstatement of
the letter of credit required by Section 8.1 of the Concession Agreement.

5.8  Consent of FF&E Lender. The lender under the FF&E Loan shall have executed
and delivered to County an estoppel certificate and consent that contains the following: (i) a
certification as to the outstanding balance of the FF&E Loan, the monthly payments required
thereunder and the maturity date thereof; (ii) a certification that neither Guarantor, as borrower,
nor Concessionaire, as guarantor, is in default under the FE&E Loan nor has any event or
condition occurred that would constitute a default under the FF&E Loan after the giving of
notice or the passage of time or both; (iii) a statement whereby the lender consents to County’s
liens on the FF&E; and (iv) the lender’s agreement that if County acquires the FF&E through the
enforcement of its liens or a conveyance in lieu thereof, then County may assume Guarantor’s
then remaining debt obligations under the FF&E Loan.

6.  COSTS AND EXPENSES

Regardless of whether the amendments to the Concession Agreement contained in
Section 3 hereof become effective, upon County’s demand therefor from time to time,
Concessionaire shall immediately pay or reimburse County for all costs and expenses incurred
by County in connection with the transaction described in this Amendment, including, without
limitation, the attorneys’ fees and costs of County’s counsel in connection with the negotiation
and preparation of this Amendment and the related term sheet, the costs of the lien searches
described in Section 5 hereof and the filing and recording fees for the security instruments
described in Section 5 hereof.

7. MISCELLANEOUS

7.1 Concession Agreement. The Concession Agreement has not been modified,
amended or supplemented except as set forth in this Amendment and, as amended by this
Amendment, the Concession Agreement is and remains in full force and effect.

7.2  Counterparts. This Amendment may be executed in several counterparts, each of
which shall be deemed an original, and such counterparts shall constitute but one and the same
instrument.

7.3  Time of the Essence. Time is of the essence with respect to this Amendment.

74  Governing Law. This Amendment shall be governed by and construed in
accordance with the laws of the State of California without giving effect to the conflict of law
principles of said state.

7.5  No Waiver. Except as expressly provided herein, County shall not be deemed by
reason of its execution of this Amendment to have waived any terms or provisions of the
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Concession Agreement, including, without limitation, any default or Event of Default or any
rights and remedies that County may have under the Concession Agreement, at law or in equity.

7.6  Controlling Provisions. In the event of any inconsistencies between the
provisions of this Amendment and the provisions of the Concession Agreement, the provisions
of this Amendment shall govern and prevail.

7.7  Integration and Merger. This Amendment, the Exhibits attached hereto and the
license agreement described in Section 5.1 contain the entire agreement of County and
Concessionaire regarding the modification of the Concession Agreement and supersede all prior
agreements, term sheets and understandings between County and Concessionaire, whether
written or oral, with respect to the modification of the Concession Agreement.

7.8  Survival. All representations and warranties contained in this Amendment shall
be deemed to be material and shall survive the effectiveness of the modifications to the
Concession Agreement contemplated by this Amendment.

7.9  Further Assurances. At County’s request, Concessionaire shall promptly execute
any other document or instrument and/or seek any consent or agreement from any third party that
County determines is necessary to evidence or carryout the intent of the parties, as set forth in
this Amendment. Without limiting the generality of the foregoing, Concessionaire shall execute
such additional documents and take such further acts as County may request from time to time to
evidence and confirm the license described in Section 5.1.

7.10  Captions; Use of Certain Terms. The Section titles and captions in this
Amendment are for convenience only and shall not be deemed to be part of this Amendment.
All pronouns and any variation or pronouns shall be deemed to refer to the masculine, feminine
or neuter, as the identity of the parties may require. Whenever the terms referred to herein are
singular, the same shall be deemed to mean the plural, as the context indicates, and vice versa.

[SIGNATURES BEGIN ON NEXT PAGE]
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IN WITNESS WHEREOF, the parties have executed this Amendment as of the date first
above written.

County: COUNTY OF LOS ANGELES

By:

Name:
Its:

ATTEST:

VIOLET VARONA-LUKENS
Executive Officer-Clerk of the
Board of Supervisors

By:

Deputy

APPROVED AS TO FORM:
LLOYD W. PELLMAN
County Counsel

By:

Deputy

Concessionaire: SEA VIE%A
By: ‘ @

Name; ?@b—d Vs
Its: Hesded ~— |
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IN WITNESS WHEREOF, the parties have executed this Amendment as of the dato first
above written,

County: COUNTY OF LOS ANGELES
By:
Name:
Its:
ATTEST:

VIOLET VARONA -LUKENS
Executive Officer-C lerk of the
Board of Superviso s

By:

Deputy

APPROVED AS TO FORM:
LLOYD W. PELL.MAN

@i I
SN

Concessionaire; SEA VIEW RESTAURANTS, INC.
:‘By:
Name:
Tts:
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