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FIRST AMENDMENT TO G L@(b SToN&E

CONCESSION AGREEMENT FOR
WILL ROGERS STATE BEACH PARK RESTAURANT

THIS FIRST AMENDMENT TO CONCESSION AGREEMENT
("Amendment”) is made and entered into as of the 3 day of Ee br”““iﬁ , 1999,
by and between the COUNTY OF LOS ANGELES: (”County"), and SEA VIEW
RESTAURANTS, INC., a California corporation {"Concessionaire").
WITNESSETH

WHEREAS, County has been authorized to exercise the power
conferred by California Government Code Section 25907 to contract for
concessions and services that are consistent with public park and recreation
purposes within Will Rogers State Beach Park pursuant to the provisions of the
Joint Powers Agreement Between the City of Los Angeles and the County of Los
Angeles Providing for Lifeguard and Maintenance Services to be Rendered by the
County on Beaches Located Within the City, dated May 20, 1975 ("Joint Powers
Agreement”);

WHEREAS, in the exercise thereof, County and Concessionaire
executed that certain Concession Agreement (the “Agreement”) dated as of
November 1, 1997;

WHEREAS County and Concessionaire have agreed, as more
specifically provided herein, to amend certain terms and conditions contained in
the Agreement; and,

WHEREAS, Section 16.13 of the Agreement provides that it may
only be amended in wntmg executed by duly authonzed officials of Concessionaire
and County. s e

NOW, THEREFORE, in consideration of the foregoing and of the-
mutual covenants, agreements and conditions set forth herein, and of other good
and valuable consideration, the receipt and sufficiency of which is hereby
acknowledged, the parties hereto and each of them do agree as follows:

1 Defined Terms. All capitalized terms not defined in this Amendment shall
have the meanings ascribed to them in the Agreement.

1 Amendment of Agreement. Sections 4.6, 4.7 and 4.8 of the Agreement

are hereby amended as follows, with deleted text stricken through and added text
double underlined:
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"4.6. Changes of Qwnership and Financing Events. {Except-as
otherwise-provided-in-this-Section4-6;-each} Each time Concessionaire

proposes either (a) a Change of Ownership or {b) a Financing Event, County
shall be paid {1} an Administrative Charge equal to the Actual Cost
incurred by County in connection with its review and processing of said
Change of Ownership or Financing Event, including without limitation the
cost of investigating the acceptability of the proposed transferee or lender
as well as any and all other reasonable administrative, financial, economic,
accounting and/or legal costs and fees (including without limitation the
reasonable value of services provided by in-house counsel, lease
administrators and/or lease auditors) incurred or expended in connection
with any such proposed Change of Ownership or Financing Event

{("Administrative Charge™) {aﬁd—{e-)—m—the—evem—eouﬂty-approves—weh

4-8-of-this-Agreement}. Changes of Ownership and Financing Events are

further subject to County approval as provided in Articles 12 and 13 of this

4.6.1. Change of Ownership. "Change of Ownership”

shall mean (a) any transfer by Concessionaire of a five percent (5%)
or greater direct ownership interest in this Agreement or in any Major
Sublease, (b) Concessionaire's granting of a Major Sublease {and} or
(c) any transaction or series of related transactions not described in
subsections 4.6.1(a) or (b) which constitute {en-Aggregate—Fransfer
of-fifty-percent-{509%}-or-more-of-the-beneficial-interests-in;—or} a
Change of Control of{;} Concessionaire, this Agreement or a Major
Sublease. For the purposes of this Agreement, "Change of Control”
shall refer to a transaction whereby the transferee acquires a
beneficial interest in Concessionaire, this Agreement or a Major
Sublease which brings its cumulative beneficial interest in
Concessionaire, this Agreement or a Major Sublease, as appropriate,
to over fifty percent (50%).

4.6.2. Excluded Transfers. Notwithstanding anything to
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the contrary contained in this Agreement, Changes of Ownership
resulting from the following transfers shall not be deemed to create
an obligation to pay County an Administrative Charge {or-a-Net
Proceeds-Share}, nor shall County have any discretion under Articles
12 and 13 of this Agreement to disapprove such transfers:

(1)

(2)

(3)

(4)

(5)

a transfer to a spouse in connection with a property
settlement agreement or decree of dissolution of
marriage or legal separation;

a transfer, directly or through any trust, by way of gift,
devise, intestate succession or operation of law for the
benefit of any member or members of the transferor's
immediate family (which for the purposes of this
subsection shall be limited to the transferor's spouse,
children, parents, siblings and grandchildren);

a transfer of a beneficial interest resulting from public
trading in the stock or securities of an entity, where ~
such entity is a corporation whose stock is traded
publicly on a national stock exchange or is traded in the
over-the-counter market and whose price is reguiarly
quoted in recognized national quotation services;
provided, however, that this exclusion shall not apply to
a single transaction or series of related transactions
whereby fifty percent {(50%) or more of the beneficial
interests in such entity are transferred, or which
otherwise effects a Change of Control in such entity;

a mere change or conversion in the form, method or
status of ownership; it shall not include a transfer
between or among individuals and/or entities controlled
by such individuals, provided that this exclusion shall not
apply to a single transaction or series of related
transactions whereby {en-Aggregate-Fransfer-of} fifty
percent (50%) or more of the beneficial interests in
Concessionaire, this Agreement or a Major Sublease has

{oceurred:} been transferred: or,

any transfer resulting from a Condemnation by County;
or,

(6) any transfer of the beneficial interest in Concessionaire

which is consummated prior to May 1, 1999, which results in no

n
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gggrg;'g_ s of ;hg Premises and where ;hg transferee of g;ggh

neficial in i 1 neficial in

holder in gggggggtgnglrg other ;hgg{cmnWMdMBank of
America and its affiliates{-providedhowever—that{H-such-transfer

464 4.6.3. Beneficial interest. As used in this Agreement, the

" "beneficial interest,” "beneficial interest in this Agreement,” or "beneficial

interest in a Major Sublease” shall refer to the interests of the natural
persons who comprise the ultimate owner or owners of Concessionaire's
interest in this Agreement or a Major Sublease, or a Major Sublessee’s
interest in a Major Sublease, whichever is appropriate, regardless of the
form of such ownership and regardless of whether such interests are
owned through corporations, trusts, partnerships, limited liability companies
or layers thereof; provided, however, that if an entity with an ownership
interest in the Agreement or a Major Sublease is a partnership, corporation
or limited liability entity (a) whose beneficial interest in this Agreement or a
Major Sublease, whichever is appropriate, comprises less than fifteen
percent (15%) of its total assets or (b) in which no ten (10) shareholders,
partners or members together own more than thirty percent {30%) of the
partnership interests, shares, membership interests or other equity interests
in the entity, then for the purposes of Sections 4.6 through 4.8 hereof, the
entity itself shall be deemed to be the ultimate owner of the beneficial
interest in this Agreement or a Major Sublease, as appropriate, and the
owners of such entity shall not be treated as the ultimate owners of such
beneficial interest.

{4-6-4-1} 4.6.4, Interests Held By Entities. Except as
otherwise provided herein, an interest in Concessionaire, this
1518090.43 -4-
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Agreement or a Major Sublease held or owned by a partnership,
limited liability company, corporation or other entity shall be treated
as owned by the partners, members, shareholders or other equity
holders of such entity in proportion to their respective equity
interests, determined by reference to the relative values of the
interests of all partners, members, shareholders or other equity
holders in such entity. Where more than one layer of entities exists
between Concessionaire or a Major Sublessee, as appropriate, and
the ultimate owners, then the foregoing sentence shall be applied
successively to each such entity in order to determine the ownership
of the beneficial interests in Concessionaire, this Agreement or a
Major Sublease, as appropriate, and any transfers thereof.

__U__ﬁxx___.mpy__e_.ﬂ 4.6.5, ibaLeb_QldgL_Eanns_._Mgmhﬁu
Trustee and Beneficiary List. Prior to the execution of this

'Agreement by County, prior to each subsequent Change of

Ownership or Financing Event and upon the request of County (which
requests shall be no more frequent than once per year),
Concessionaire shall permit County to review an updated schedule”
listing the names and mailing addresses of all shareholders, partners,
members and other holders of equity interests in Concessionaire. In
the event that such shareholder, partner, member or other interest
holder is a trust, Concessionaire shall include in such schedule the
name and mailing address of each trustee of said trust, together with
the names and mailing addresses of each beneficiary of said trust
with greater than a five percent (5%) actuarial interest in distributions
from, or the corpus of, said trust; provided, however, that to the
extent that Concessionaire is prevented by Applicable Laws from
obtaining such information regarding the beneficiaries of said trust(s),
Concessionaire shall have complied with this provision if
Concessionaire uses its best efforts to obtain such information
voluntarily and provides County with the opportunity to review any
such information so obtained. Concessionaire agrees to use its best
efforts to pravide County with any additional information reasonably
requested by County in order to determine the identities of the
holders of five percent (5%) or greater beneficial interests in
Concessionaire or its constituent shareholders, partners, members or
other interest holders, this Agreement or a Major Sublease.
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4.7.4, Partial Year at End of Term. For the final
Supplemental Rent Year which ends upon the expiration of the Term,
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422 \mprovement Costs. “Improvement Costs” shall
mean the lesser of (i) book value or (ii) fair market value of certain
equipment installed and owned by Concessionaire and existing on the
Premises as of the commencement of the Term, together with the
final construction costs incurred by Concessionaire in connection
with the construction of the Improvements as set forth in the
Approved Final Plans, Specifications and Costs, which costs shall be
submitted to County within thirty (30) days after the completion of
the Improvements described therein and which costs shall be
approved in writing by County, together with any subsequent
expenditure incurred, whether or not paid, by Concessionaire (but not
a sublessee or other party), for physical addition to or improvement
or renovation of the Premises{tcoliectively,improvement-Costs"}}, -
provided that (a) with respect to the book value or fair market value
of such equipment installed and owned by Concessionaire on the
Premises gt the commencement of the Term, such costs, which the
parties agree shall in no event exceed three hundred thousand and
00/100 dollars ($300,000), shall have been submitted to County
within ninety (90) days after the commencement of the Term and are
thereafter approved by Director in writing within sixty (60) days after
submission, (b) with respect to the construction of improvements
costing in excess of twenty five thousand doliars ($25,000), such
costs have been submitted to County within thirty (30) days after the
completion of such addition, improvement or renovation and
approved by County in writing, and (c) with respect to the
construction of improvements costing less twenty five thousand
dollars ($25,000), such costs may be submitted in accordance with
(b) above, or submitted to County {as-part-of-Concessionsire's
ea*ev’mfon-Nome} or County’s appraiser in connection with County’s

luati and thereafter documented to
County’s reasonable satisfaction, provided, however, that, if

Concessionaire elects to submit such costs in {its-Caletiation-Netice;}
connection with County'’s election to establish a Valuation Date, such

costs, taken cumulatively, shall not exceed twenty five thousand
dollars {$25,000).

M#M

Tr missions,
title and escrow costs, and other bona fide closmg costs actually paid
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to third parties and documented to the satisfaction of County, which
costs were directly attributable to the consummation of the particular
transaction giving rise to the obligation to pay County a {Net '
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- Notwithstanding the foregoing, {in-the-ceseof-a-Changeof
shait-bepayable-to-County-as—and-when-the-Net-Fransfer-Proceeds

1518090.4) -13-
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1 Subsection 4.2.2.9 is amended as follows, with deleted text stricken and
added text double underlined:

*4,2.2.9. Excess Payments Credit. If rent payments actually

made by Concessionaire in a particular Lease Year exceed the
total rentals actually due for that year as computed on an
annual basis, Concessionaire shall be permitted to credit that
excess amount ("Excess Percentage Rent Payment”) against
the succeeding monthly instaliments of_Monthly Minimym_and
Percentage Rent otherwise due under this Section 4.2 until
such time as the entire Excess Percentage Rent Payment has
been recouped. if Concessionaire makes an Excess Percentage

[518090.4] -156-
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Rent Payment in the final Lease Year of the Term, County shall
refund such amount to Concessionaire within ninety (90) days
of the expiration of the Term.”

1 The first sentence of Subsection 5.6.4 of the Agreement is amended as
follows, with deleted text stricken through and added text double
underlined:

"5.6.4. W&mm%m )
j f his Agr n

has been reduced as provided therein, Concessionaire shall, at its own cost
and expense, have furnished County with the following separate corporate
surety bonds not less than ten (10) days prior to the €onstruction
Eommencement-Date-{as-defined-herein-betow}_commencement of
construction, which bonds must be in form and content reasonably
satisfactory to County or with other security for the construction of the
Improvements as set forth in subsectnon 5.6.5 below:" :

1 Subsection 5.8.1 of the Agreement is amended as follows, with deleted”
text stricken through and added text double underlined:

Itis a condmon of thus Agreement that, except to the extent Concessuonalre
is prevented from so doing by the events identified in subsection 5.8.3,

Concessnonanre shall cause the {‘Sﬂbstanﬂal-eommeneement-of
ple ame

LS to have

Eommencement-Date-end} The Anticipated Completion Date {wilt} may only
be extended under the specific circumstances set forth in this Section 5.8,
and under no other circumstances. Notwithstanding the foregoing, the
parties hereto specifically agree that so long as Concessionaire is otherwise

1518090.4) -16-
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diligently and in good faith attempting to satisfy such condition, and as long
as it would have been extremely unlikely that any other restaurant operator
could have caused the Improvements to be Substantially {Commenced :
andfor-compieted} Completed within such timeframe, then Concessionaire
will not be in breach.of this subsection and not subject to termination of
this Agreement for its failure to achieve {Substantia-Commencement-or}
‘completion of the Improvements by the {Anticipated-Commencement-Date
or} Anticipated Completion Datefrespectiveiy}.”

1 The second sentence of Subsection 5.8.2 of the Agreement is amended as
follows, with deleted text stricken through and added text double
underlined:

“During this period, delays due to fire, earthquake, unusually severe winter
storms, flood, tornado, civil disturbance, war, organized labor dispute or

other unforeseeable event reasonably beyond the control of Concessionaire
("Force Majeure™) or a hidden condition relating to the foundation of the *
Premises which is not known to Concessionaire as of the Anticipated
Commencement Date shall extend the time in which said construction must
be completed by the length of time of such delay, although Concessionaire
shall commence and complete the portions, if any, of the Improvements not
impacted by such delay within the timeframe set forth in this Agreement.”

1 Section 8.1 of the Agreement is amended as follows, with deleted text
stricken through and added text double underlined:

"8.1. Decrease in Deposit. {Beginning-on-the-third-enniversary-of-the

the} The amount of the irrevocable {tetter} Letter of {eredit} Credit may be
decreased by Concessionaire upon fifteen (15) days’ advance notice to
County if Concessionaire has satisfied both of the following conditions: (1)
Concessionaire has completed construction of the improvements in
substantial conformity with the Approved Final Plans, Specifications and -
Costs and the Premises, as improved, are open to the public; and, (2}
Concessionaire has provided County with audited financial statements

cemﬂed by a Cemfled Public Accountantw
“evidencing that

Concessnona:re has maintained a net worth in excess of Three Million and
00/100 Dollars ($3,000,000.00) {for-the-most-recent-twelve-consecttive

months} at all times from and after April 30, 1999, If Concessionaire has
satisfied both of the foregoing conditions, the amount of the {letter} Letter

of {eredit} Credit may be reduced {to} her r maintai an

amount which represents three (3) times the Monthly Minimum Rent then in '

effect. If, at any time after the amount of the {ietter} Letter of {eredit}

[518090.4) o -17-
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Credit has been reduced as provided in this Section 8.1, Concessionaire's
net worth falls below Three Million and 00/100 Dollars ($3,000,000.00)
then, within ten (10) days after it receives notice of such fact,
Concessionaire shall reinstate the letter of credit to the amount of Two
Million and 00/100 Dollars ($2,000,000). Failure to so reinstate the letter
of credit shall constitute an Event of Default hereunder. For purposes of
computing Concessionaire's net worth hereunder, value may be attributed
to the undepreciated amount of the improvements, inventory, furpiture and
fixtures at the Premises, but no value shall be attributed to the value of the
name "Gladstones” or to "goodwill”.”

Subsection 12.1.2 of the Agreement is amended as follows, with deleted

text stricken through and added text double underlined:

1

“12.1.2. Approval Required. At least thirty (30) days prior to the proposed
effective date of any Sublease that is not a Major Sublease or of any
amendment or assignment of such Sublease, Concessionaire shall submit a
copy of such Sublease, amendment or assignment to Director for approval,
which approval shall be given or withheld at Director's sole and absolute
discretion. To the extent practical, Director shall approve or disapprove
said proposed Sublease of amendment thereof amendment {or-sssignment}
w:thm tthtY (30) days after receupt thereof mmgm

- The final sentence of Section 12.3 of the Agreement is amended as

follows, with deleted text stricken through and added text double underlined:

1

"Any approved assignment of this Agreement shall release the assignor of
all liability arising on or after the effective date of such assignment,
provided the assignee assumes all of such liability. Provided, further, the
assignor shall not be relieved of any liability for the payment of the

Administrative Charge {or-the-required-portion-of-any-Net-Proceeds-Shareor
Net-Refinancing-Proceeds-which-arise-upon} in connection with such

assignment as provided herein.”

The final sentence of Section 13.1. is amended as follows, with deleted

text stricken through and added text double underiined:

{518090.4] -18-
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“For the purposes of this Agreement, including without limitation the
provisions of Sectrons 4.6 through 4.8 hereof, a "Fmancrng Event shall

Section 13.1.3.3. is amended as follows, with deleted text stricken through

and added text double underlined:

1

1

"13.1.3.3. NoftH-Neither-an} Administrative Charge {ner-any-Net
Proeceeds-Share} shall be payable in respect of or charged against any
amount payable under the Encumbrance to or for the benefit of the

Encumbrance Holder ina foreclosure proceedmgw

Subsection 14.4.3 is amended as follows, with deieted text stricken.
through and added text double underlined:

"14.4.3. Qther Amounts. The amounts necessary to compensate
County for the sums and other obligations which under the terms of this
Agreement become due prior to, upon or as a result of the expiration of the
Term or sooner termination of this Agreement, including without limitation,
those amounts of unpaid taxes, insurance premiums and utilities for the
time preceding surrender of possession, the cost of removal of rubble,
debris and other above-ground improvements, attorney's fees, court costs,

and unpaid Administrative Charges{;—Net-Proceeds-Shares-and-Net

‘Reﬁmﬂg'PfoeeedS“} i —+."

Section 15.1 is hereby amended as follows, with deleted text stricken

through and added text double underlined:

"15.1. - Maintenance of Records. In order to determine the
amount of and provide for the payment of the rent, Administrative Charge,
mmmkshme%mwmﬂnﬁwj_m_‘

ipati Val ici
gn___gég other sums due under this Agreement, Concessionaire and all
Sublessees, if any, shall at all times during the Term of this Agreement, and
for thirty six (36) months thereafter, keep, or cause to be kept, locally, to
the reasonable satisfaction of Director, true, accurate, and complete records
and double-entry books of account for the current and five (5) prior
Accounting Years, such records to show all transactions relative to the

{518090. 4) -19-
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conduct of operations, and to be supported by data of original entry.”

1 On or prior to June 30, 1999, Concessionaire shall provide County with
reasonably satisfactory written evidence that the State has consented to and
approved in writing the terms of this Amendment.

1 All other terms and conditions contained in the Agreement shall remain in
full force and effect and are hereby reaffirmed and ratified.

IN WITNESS WHEREOF, County has, by order of its Board of
Supervisors, caused this Amendment to be subscribed by the Chairman of said
Board and attested by the Clerk thereof, and Concessionaire has executed the
same on the day and year hereinbelow written. :

APPROVED AS TO FORM:
LLOYD W. PELLMAN

County Counsel
Y

Ih:::'.:yc::‘n‘y“ntpamntb

.:f‘-": ""’“f‘ =a Gareromert Oody,

Clroref s dommenthesbeaaade
IC..!T.'::"'C.‘.CB :

csmmer® *onm MMC7 nwwm
PruturtNiya s S Aty

Clerk of tho Boasd of St

Dated: _ _{/}57 / , 1984

{518090.4)

THE COUNTY OF LOS ANGELES -

By %ﬂ/ﬂ 'f‘g"“‘"

Chairman, Board of Supervisors

(CORPORATE SEAL)

F.XE; Uy '0#1“59-
THE B \RD OF SUPL

SEA VIEW RESTAURANTS, INC.,
a California corporation

Yi. Lty

Its President
By Q,?',« S

=== ADOPTED

LOARD OF SUY L‘!\uSORo
COWITY GF *.03 5..83L03

14 FEB ‘09‘1999'
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COUNTY OF LOS ANGELES
DEPARTMENT OF BEACHES AND HARBORS

STAN WISNIEWSKI
DIRECTOR

KERRY GOTTLIES
CHIEF DEPUTY

January 28, 1999

The Honorable Board of Supervisors
County of Los Angeles

383 Kenneth Hahn Hall of Administration
500 West Temple Street

Los Angeles, California 90012

Dear Supervisors:

APPROVE AMENDMENT TO CONCESSION AGREEMENT OF SEA VIEW
‘ RESTAURANTS, INC., MODIFYING COUNTY'S PROVISIONS REGARDING
PARTICIPATION IN PROCEEDS OF SALE AND REFINANCE, SECURITY
DEPOSIT AND COMPLETION DATE FOR PREMISES RENOVATION
(THIRD DISTRICT)
3 VOTES

IT IS RECOMMENDED THAT YOUR BOARD:

Approve and authorize the Chairman to execute the First Amendment
to Concession Agreement for Will Rogers State Beach Park
Restaurant with Sea View Restaurants, Inc. which will modify
current provisions relating to the County's monetary
participation in sale and refinance proceeds, the security
deposit and the completion date for premises renovation, to be
effective upon Board approval for the remaining 19-year term of
the agreement.

PURPOSE OF RECOMMENDED ACTION

The current Concession Agreement (Agreement) dated November 1,
1997 between the County and Sea View Restaurants, Inc. (Sea View)
relating to the restaurant and premises commonly Xnown as
Gladstone's 4-Fish (Gladstone's) contains complex provisions
requiring payment to the County whenever there is either a sale
of the restaurant or a refinancing which generates excess
proceeds (funds not reinvested in Gladstone's). The complexity
. of these provisions has inhibited the ability of Sea View to
obtain needed new investment and financing for Gladstone's. In

SM# 1: oF FEBOGWEY

(3101 305-9503 13337 FIJI WAY. MARINA DEL REY, CALIFORNIA 90292

PTIINDY  hess e =7tz o grinesshac




The Honorable Board of Supervisors
January 28, 1999
Page 2

place of these provisions, the attached amendment substitutes
monthly and annual supplemental rent amounts payable to the
County beginning immediately and additional payments based on
Gladstone's increased value, at a time to be selected by the
County within agreed-upon time 1limits. 'The amendment also
modifies the Agreement to permit Sea View to reduce its security
deposit to an amount equal to three months' minimum rent
immediately upon completion of the renovation of the premises and
extends the construction schedule whereby completion of
construction of all improvements is required within six (6)
months after execution of the amendment.

JUSTIFICATION

The existing Agreement provisions regarding the County's share of
net proceeds resulting from sale or refinancing of Gladstone's,
particularly those requiring the tracking, reporting and
trading/transfer of various ownership interests which could
result in a change of beneficial control, thus triggering the
County's rights to a share in proceeds of sale, while conforming
to the Department's policies for the Marina, are extremely
complex as a result of the corporate structure of Sea View (a
wholly owned subsidiary <corporation of a publicly held
corporation). Potential lenders/investors in Gladstone's are thus
faced with unusual and complex reporting/payment requirements
which have proven to inhibit Sea View and/or its parent company's
ability to attract new investors and/or obtain loans needed to
complete required construction and building rehabilitation and to
improve restaurant operations. The substitution of additional
increased supplemental rents and a specified payment to the
County (payable regardless of any actual event of sale or
refinancing) both allows the regquired certainty needed by
lenders/investors wishing to fund Gladstone's building
improvements and improved restaurant operations and provides the
County guaranteed increased revenue together with continued
financial @participation ‘in the wvalue of the Gladstone's
concession.

hEEN




The Honorable Board of Supervisors
January 28, 1999
Page 3

The existing Agreement provisions also require Gladstone's to
maintain a security deposit in the form of a $2 million letter of
credit primarily to ensure completion of renovations and,
secondarily, to ensure payment of rent. In addition, in order to
qualify for a reduction in the amount of the security deposit,
Gladstone's must maintain a net worth of $3 million for a period
of twelve consecutive months ending no earlier than October 31,
2000.

The amendment provides that Gladstone's will be able to reduce
the security deposit amount to 3 months' minimum rent upon
completion of all renovations and so long as Gladstone's has
maintained a $3 million net worth beginning April 30, 1999. We
believe that the revised security provision is adequate to
protect the County's interests given it will be available only
once the $2.7 million restaurant renovation program is completed
and the net worth test of $3 million is met. Note that Marina
del Rey leases typically provide for three months' minimum rent
as a security deposit. Additionally, the $3 million net worth
will remain a requirement throughout the life of the Agreement.

FISCAL IMPACT

The County is giving up its current rights to an amount equal to
5% of the gross proceeds or 20% of the net proceeds of any sale
of Gladstone's and to 20% of any refinancing proceeds which are
not reinvested in Gladstone's. These payments are totally
contingent on a sale occurring or the event of a refinancing
which generates excess proceeds which are not reinvested in
Gladstone's.

In exchange, the County will gain increased current payments of
additional monthly and yearly amounts (as detailed below) for
each of the remaining years of the Agreement. The County also
receives rights to further payments representing the increased
value attributed to Gladstone's. These payments are due the
County whether or not a sale or refinancing generating excess
funds occurs. In addition, the changes facilitate Gladstone's

LR




The Honorable Board of Supervisors
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ability to borrow and attract investment which will allow it to
complete the remodeling of its premises.

The amendment will provide to the County additional monthly rent
(Monthly Supplemental Rent) in the amount of $1,250 per month or
$15,000 per year for the entire remaining 19-year term of the
Agreement. It will also require additional annual rent (Annual
Supplemental Rent) in an amount equal to 1% of the amount by
which the annual restaurant gross revenues exceed $14,000,000 for
each year of the remaining Agreement term. As further payment,
the County is entitled to an amount (Valuation Participation)
equal to the greater of a) five percent (5%) of the gross value
or b) twenty percent (20%) of the net value of Gladstone's
(determined by appraisal) at a time of the County's choosing
either a) during the first 150 months of the Agreement term, if
there has been a sale of Gladstone's or either of its parent
corporations, or b) at any time between the beginning of the 79th
month of the Agreement and the end of the 150th month of the
Agreement, whether or not an actual sale takes place, requiring
only that the County give 10 days' notice to Sea View of its
intention to exercise its rights. The exercise dates are chosen
to provide ample opportunity for the County to exercise its
rights to Valuation Participation during the peak years of the
value of the concession. Sea View will receive a credit toward
the Valuation Participation egual to the cumulative Monthly and
Annual Supplemental Rent it has paid to the County at the time of
the valuation.

From the date the Valuation Participation is triggered, the
remaining consideration to the County for this amendment equals
the greater of payments to fully amortize the Valuation
Participation over the remaining concession term or the
aforementioned Monthly and Annual Supplemental Rent.

The Department's outside economic consultant, PCR Kotin, reviewed
the existing sale and refinance provisions as well as the
proposed replacement provisions and has concluded that the
proposed Monthly and Annual Supplemental rents and the Value
Participation provide the County with the equivalent or better
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financial return in a wide range of foreseeable scenarios. A
chart and accompanying memorandum illustrating several of these
scenarios and detailing comparative payments to the County under
the amendment formula and under the existing Agreement are
attached as Exhibit 1.

FINANCING

No financing or costs are required on behalf of the County to
effectuate the requested amendment other than consultant and
legal costs already budgeted.

FACTS AND PROVISIONS/LEGAL REQUIREMENTS

The Concession Agreement and this amendment are authorized by
Government Code Section 25907. The action will reguire execution
of the attached First Amendment, amending the current Agreement
between the County and Sea View which commenced November 1, 1997
and has a term of twenty (20) years.

CONTRACTING PROCESS

This is an amendment to an existing concession agreement. The
original agreement was awarded following a competitive bid
process.

IMPACT ON CURRENT SERVICES (OR PROJECTS)

This proposed amendment will not impact any other current County
services or projects and will affect only the current Agreement
as hereinabove indicated.

NEGATIVE DECLARATION/ENVIRONMENTAL IMPACT REPORTS

This concession agreement amendment is categorically exempt under
the provisions of the California Environmental Quality Act as
specified in Class 1 (r) of the County's Environmental Document
Reporting Procedures and Guidelines.
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CONCLUS ION

Approve and authorize the Chairman to execute the attached First
Amendment to Concession Agreement for Will Rogers State Beach
Park Restaurant and forward one adopted copy to the Department.

Respectfully submitted,

. Stan Wisniewski, Director

SW:rm

Attachments (2)

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

SEAVIEW/PLN/BELLISON




EXBIBIT 1

'12100 Wilshire Boulevard
K OTIN Suite 1050
Los Angeles, California 90025

. A Division of Planning Consultants Research Tel 310 820-0900
Formerly KMG Consulting Fax 310 820-1703
Real Estate and Urban Economics

MEMORANDUM
TO: Stan Wisniewski, Department of Beaches and Harbors
FROM: Glen A. Williams and Allan D. Kotin
SUBJECT: AMENDMENT TO THE GLADSTONE'S LEASE - FINANCIAL
RETURNS COMPARISON
DATE: January 29, 1999

At the Department’s request, PCR Kotin has reviewed the revised lease provisions for
Gladstone’s relative to payments due to the County under the currentlease provisions upon
the sale or refinancing of the restaurant. In order to assess the impact on the County of the
. proposed changes, PCR Kotin has run a number of financial “what-if?” scenarios. While it
is not possible to simulate every possible variation on what could happen over the remaining
19 years of the lease term, substituting a number of different variables and differing courses
of action can provide a set of reasonable estimates of the impacts of the proposed revisions.

In general, it would appear that, based on assumptions that are reasonable today, the
financial impact to the County of the proposed changes under most scenarios is highly
favorable. In addition to producing substantially higher total dollars to the County in all the
scenarios illustrated, the time discounted values (NPV) are higher in eleven of the twelve
illustrations. Under the “no sale” scenario, the value of the proposed amendment to the
County is considerably higher because the current agreement provides no additional
payment to the County unless a sale or refinandng occurs, whereas the proposed
amendment guarantees an additional source of income to the County.

Perhaps even more important, the income stream to the County under the new amendment
begins immediately, continues without interruption for the next 19 years and increases
continually, paralleling increases in sales. Most of the income varies only by the gross
receipts of the restaurant, and is not heavily dependent on the sale or revaluation of the
business. The new amendment therefor provides additional protection to the County in the
event of periods of high inflation. In contrast, the payment to the County under the old
' lease terms only occurs in the event of, and at the time of a sale or refinancing, which may
. or may not ever take place.
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Amendment to the Gladstone's Lease - Finandal Returns Comparzison January 26, 1999

For purposes of illustration only, the following calculations are presented, comparing the
financial impact to the County of the proposed amendments, to both a single sale event
under the old provisions and a scenario with two sales taking place approximately four years
apart. A combination of a sale and a refinancing is superfluous in this illustration since it
would result in a sum of payments to the County within the range between the two sale
examples.

The results of the comparison are presented on the attached Exhibit 1. The table shows the
financial impact at three different base levels of gross sales, all of which assume future sales
growth at a conservative rate of 1.5% annually. The sales are assumed to take place in the
seventh and eleventh years, while the valuation under the revised lease is assumed in the
tenth year, the appropriate year in which we expect the value of the restaurant to peak. All
other assumptions are the same for all illustrations. '

Please call if you have any questions.

Attachment

H:\Prolects\DbhS7I\Gladston\wp\GLADSTIb. WPD 2




XN Koy

Amendment to the Gladstone’s Lease - Pinandal Returns Comparison January 26, 1999
Exhibit 1
Gladstone’s Participation Comparison
Payments to County
Current
Current Agreement -
Proposed Amendment Agreement - Assuming Sales
. . Assuming Valuation Assuming Single in Both Year 7
(All numbers in 000' ot $) Participation in year 10 Salein Year 7 and Year 11 ®
No Sale Scenario 1

Assume: $14MM Base Gross Sales
Whole Total § 756 0 0
Net Present Value (NPV) at 8% 349 0 0

Sale Scenario II
_ Assume: $14MM Base Gross Sales
Whole Total § 756 506 581
Net Present Value (NPV) at 8% 349 345 382
Sale Scenario ITI

Assume: $17MM Base Gross Sales
Whole Total § 1,330 765 855
Net Present Value (NPV) at 8% 660 521 566

Sale Scenarlo IV '

Assume: $20MM Base Gross Sales
Whole Total $ 1,984 1,024 1,129
Net Present Value (NPV) at 8% 1,005 697 750

@ PCR Kotin believes it is unlikely that two sales would be transacted under the current agreement,
both because of the restrictions and the short lease term, but modeled it at the request of the
Department. All comparisons assume a sales price computed using restaurant industry standard
formulas based on a ratio to gross revenues.
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MINUTES OF THE BOARD OF SUPERVISORS
COUNTY OF LOS ANGELES, STATE OF CALIFORNIA

Joanne Sturges, Executive Officer

Clerk of the Board of Supervisors

383 Kenneth Hahn Hall of Administration
Los Angeles, California 80012

14

On motion of Supervisor Yaroslavsky, seconded by Supervisor Knabe,
unanimously carried, the attached recommendation was }adopted.

Attachment

. February 9, 1999






