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PERFORMANCE AND COMPLETION GUARANTY

THIS PERFORMANCE AND COMPLETION GUARANTY (“Guaranty”) made as of
August 2, 2007, by DAVID L. SCHWARTZMAN, an individual, and LB/L-DS VENTURES I
MASTER, LLC, a Delaware limited liability company, jointly and severally (“Guarantor™), to
and for the benefit of MERRILL LYNCH CAPITAL, a Division of Merrill Lynch Business
Financial Services Inc., a Delaware corporation, its successors and assigns (“Lender™).

RECITALS

A. On or about the date hereof, LB/L-DS Ventures Metropolitan Il LLC, a Delaware
limited liability company (“Borrower”) and Lender entered into that certain Loan Agreement
(“Loan Agreement”) whereby Lender agreed to make a loan for refinancing and renovation of
the Project (the *Loan™) available to Borrower in the maximum aggregate amount at any time
outstanding not to exceed the sum of Forty Million Five Hundred Ten Thousand Three Hundred
Forty-Four and No/100 Dollars ($40,510,344.00), to refinance an acquisition loan and the
provide funds for the renovation of Metropolitan, 3825-5841 W. Sunset Blvd., Los Angeles,
California (the “Project™). Capitalized terms used and not otherwise defined herein shall have
the meanings given to them in the Loan Agreement.

B. In connection with the Loan, Borrower has executed and delivered a certain
Promissory Note (the “Note™) in favor of Lender of even date herewith in the maximum
principal amount of the Loan, payment of which is secured by (i) a certain Deed of Trust,
Assignment of Leases and Rents, Security Apreement and Fixture Filing of even date herewith
made by Borrower in favor of Lender (the “Mortgage™) against the Project, and (ii) the other
Loan Documents.

C. Guarantor will derive material financial benefit from the Loan evidenced and
secured by the Note, the Mortgage and the other Loan Documents.

D. Lender has relied on the statements and agreements contained herein in agreeing
to make the Loan. The execution and delivery of this Guaranty by Guarantor is a condition
precedent to the making of the Loan by Lender.

AGREEMENTS

NOW, THEREFORE, intending to be legally bound, Guarantor, in consideration of the
matters described in the foregoing Recitals, which Recitals are incorporated herein and made a
part hereof, and for other good and valuable consideration the receipt and sufficiency of which
are acknowledged, hereby covenants and agrees for the benefit of Lender and its successors,
indorsees, transferees, participants and assigns as follows:

1. Guarantor, absolutely, unconditionally, and irrevocably guarantees:
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(a)  the full, complete and punctual observance, performance and satisfaction
of all of the obligations, duties, covenants and agreements of Borrower under the Loan
Agreement and the other Loan Documents with respect to the construction and
completion of the Project free of any claim for mechanics’, materialmen’s or any other
liens, and in accordance with (1) all Laws, (2) the Plans and (3) the time pericds and
other requirements set forth in the Loan Documents, including, without limitation, the
following:

(i) To perform, complete and pay for (or cause to be performed,
completed and paid for) the construction of the Project (the “Construction™) and
to pay all costs of said Construction (including any and all cost overruns) and all
other costs associated with the Project (including, without limitation, the costs of
any architects’ and engineers’ fees), if Borrower shall fail to perform, complete or
pay for such work, including any sums expended in excess of the amount of
indebtedness incurred by Borrower under the Loan Agreement or with respect to
the Loan, whether or not the Construction is actually completed;

(ii) If Lender exercises its right under Section 8.2(a) of the Loan
Agreement to take possession of the Project and complete the Construction, to
reimburse Lender for all costs and expenses incurred by Lender in excess of the
applicable approved budget line items therefor (if any) in so taking possession of
the Project and completing the Construction pursuant to the Plans;

(i)  If any mechanics’ or materialmen’s liens should be filed, or should
attach, with respect to the Project by reason of the Construction, to immediately
cause the removal of such liens, or post security against the consequences of their
possible foreclosure and procure an endorsement(s) to the title policy insuring
Lender against the consequences of the foreclosure or enforcement of such
lien(s);

(iv)  If any chattel mortgages, conditional vendor’s liens or any liens,
encumbrances or security interests whatsoever should be filed, or should attach,
with respect to the personal property, fixtures, attachments and equipment
delivered upon the Project and owned by Borrower, attached to the Project or
used in connection with the construction of the Improvements, to immediately
cause the removal of such lien(s) or post security against the consequences of
their possible foreclosure and procurz an endorsement(s) to the title policy
insuring Lender against the consequences of the foreclosure or enforcement of
such lien(s); and

(v) To pay the premiums for all policies of insurance required to be
furnished by Borrower pursuant to the Loan Agreement during the Construction if
such premiums are not paid by Borrower;

(b)  Borrower's obligation to keep the loan in balance (as more particularly
defined and described in the Loan Documents) and the full and prompt payment of any
deficiency amounts;

[R]
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(c)  the full and prompt payment of any Enforcement Costs (as hereinafter
defined in Section 7 hereof).

All obligations described in subsections (a} and (b) of this Section 1 shail be hereinafter
collectively referred to as the “Obligations.”

2. In the event of any default by Borrower in performance of the Obligations and the
expiration of any applicable cure or grace period, Guarantor agrees, on demand by Lender or any
holder of the Note (which demand may be made concurrently with notice to Borrower that
Borrower is in default of its obligations), either (a) to perform all the Obligations or (b) within
fifteen (15) business days after such demand, to purchase the Loan from Iender for the full
amount due in connection therewith; provided, however, that in such event, Lender shall endorse
and assign the Note and the Loan to Guarantor without any representations, warranties or
covenanis of any kind and without recourse. Lender shall have the right, at its option, either
before, during or after commencing foreclosure or sale proceedings, as the case may be, and
before, during or after pursuing any other right or remedy against Borrower or Guarantor, to
perform any and all of the Obligations by or through any agent, contractor or subcontractor of its
selection, all as Lender in its sole discretion deems proper, and Guarantor shall indemnify,
defend and hold Lender free and harmless from and against any and all loss, damage, cost,
expense, injury, or liability Lender may suffer or incur in connection with the exercise of its
rights under this Guaranty or the performance of the Obligations. Furthermore, Lender shall not
have any obligation to protect or insure any collateral for the Loan, nor shall Lender have any
obligation to perfect its security interest in any collateral for the Loan. Lender shall use
commercially reasonable efforts to notify Guarantor of its intent to perform any or all
Obligations in accordance with this Section 2; provided however, that failure to provide such
notice shall not affect or impact any of Lender’s rights or remedies under this Guaranty or under
any of the other Loan Documents.

During the course of any construction undertaken by Lender or any other party on behalf
of Lender in accordance with the terms of this Guaranty, Guarantor shall pay on demand any
amounts due to contractors, subcontractors, and material suppliers and for permits and licenses
necessary or desirable in connection therewith, Guarantor’s obligations in connection with such
work shall not be affected by any errors or omissions of the general contractor, architect,
Lender’s Consultant or any subcontractor or agent or employee of any of the foregoing in the
design, supervision, and performance of the work; it being understood that such risk is assumed
by Guarantor. Neither the completion of the Construction nor failure of said party to complete
the Construction shall relieve Guarantor of any liabilities hereunder; rather, such liability shall be
continuing and may be enforced by Lender to the end that the Construction shall be timely
completed, lien-free, without loss, cost, expense, injury or liability of any kind to Lender.

All of the remedies set forth herein and/or provided for in any of the other Loan
Documents or at law or equity shall be equally available to Lender, and the choice by Lender of
one such alternative over another shall not be subject to question or challenge by Guarantor or
any other person, nor shall any such choice be asserted as a defense, setoff, or failure to mitigate
damages in any action, proceeding, or counteraction by Lender to recover or seeking any other
remedy under this Guaranty, nor shall such choice preclude Lender from subsequently electing to
exercise a different remedy. The parties have agreed to the alternative remedies provided herein
in part because they recognize that the choice of remedies in the event of a default hereunder wiil
necessarily be and should properly be a matter of good faith business judgment, which the
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passage of time and events may or may not prove to have been the best choice to maximize
recovery by Lender at the lowest cost to Borrower and/or Guarantor. It is the intention of the
parties that such good faith choice by Lender be given conclusive effect regardless of such
subsequernt developments.

3. Guarantor does hereby (a) waive notice of acceptance of this Guaranty by Lender
and any and all notices and demands of every kind which may be required to be given by any
statute, rule or law, (b) agree to refrain from asserting, until after repayment in full of the Loan,
any defense, right of set-off or other claim which Guarantor may have against Borrower, (c)
waive any defense, right of set-off or other claim which Guarantor or Borrower may have against
Lender or the holder of the Note, (d) waive any and all rights Guarantor may have under any
anti-deficiency statute or other similar protections, (e) waive all rights at law or in equity to seek
subrogation, contribution, indemnification or any other form of reimbursement or repayment
from Bormrower or any other person or entity now or hereafter primarily or secondarily liable for
any of the Indebtedness, (f) waive presentment for payment, demand for payment, notice of
nonpayment or dishonor, protest and notice of protest, diligence in collection and any and all
formalities which otherwise might be legally required to charge Guarantor with liability, and
(g) waive any failure by Lender to inform Guarantor of any facts Lender may now or hereafter
know about Borrower, the Project, the Loan, or the transactions contemplated by the Loan
Agreement, it being understood and agreed that Lender has no duty so to inform and that
Guarantor is fully responsible for being and remaining informed by Borrower of all
circumstances bearing on the tisk of nonperformance of the Obligations. Credit may be granted
or continued from time to time by Lender to Borrower without notice to or authorization from
Guarantor, regardless of the financial or other condition of Borrower at the time of any such
grant or continuation. Lender shall not have any obligation to disclose or discuss with Guarantor
its assessment of the financial condition of Borrower. Guarantor acknowledges that no
representations of any kind whatsoever have been made by Lender. No modification or waiver
of any of the provisions of this Guaranty shall be binding upon Lender except as expressly set
forth in a writing duly signed and delivered by Lender.

Without limiting the generality of the foregoing, each Guarantor also waives, to the .
extent applicable, (i} any defense based upon Lender’s election to waive its lien as to all or any
security for the Loan pursuant to California Code of Civil Procedures §726.5 or otherwise, and
(i1) any and all benefits which might otherwise be available to such Guarantor under California
Civil Code §§2809, 2815, 2810, 2819, 2822, 2839, 2845 through 2850, 2899 and 3433 and (i11)
any similar statute or statutes of like import under Hlinois law.

Without limiting the generality, scope or meaning of any of the foregoing or any other
provision of the Guaranty, Guarantor:

i) acknowledges that Section 2856 of the California Civil Code
authorizes and validates waivers of a guarantor's rights of subrogation and
reimbursement and certain other rights and defenses available to Guarantor under
California law,

(ii) waives all rights of subrogation, reimbursement, indemnification,
and contribution and all other rights and defenses that are or may become
available by reason of Sections 2787 to 2855, inclusive, of the California Civil
Code;
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(iii) waives all rights and defenses arising out of an election of
remedies by Lender, even though that election of remedies, such as a nonjudicial
foreclosure with respect to security for a guaranteed obligation, has destroyed
Guarantor’s rights of subrogation and reimbursement against Borrower by the
operation of Section 580d of the California Code of Civil Procedure or otherwise;

(iv)  waives all rights and defenses that Guarantor may have because the
Borrower’s debt is secured by real property, which means, among other things:

A. Lender may collect from Guarantor without first
foreclosing on any real or personal property collateral pledged by
Borrower; and

B. If Lender forecloses on any real property collateral pledged
by Borrower:

(1) the amount of the debt may be reduced only by the
price for which that collateral is sold at the foreclosure sale, even if
the collateral is worth more than the sale price; and

(2) Lender may collect from Guarantor even if Lender,
by foreclosing on the real property collateral, has destroyed any
right Guarantor may have to collect from Borrower.

This is an unconditional and irrevocable waiver of any rights and
defenses Guarantor may have because Borrower’s debt is secured by real
property. These rights an defenses include, but are not limited to, any
rights or defenses based upon Sections 580a, 580b, 580d, or 726 of the
California Code of Civil Procedure; and

(v) waives all rights and defenses, if any, now or hereafter arising
under the laws of the State of Illinois, which are the same as or similar to the
rights and defenses waived as described above.

4. Guarantor further agrees that Guarantor’s liability as guarantor shall not be
impaired or affected by any renewals or extensions which may be made from time to time, with
or without the knowledge or consent of Guarantor of the time for payment of interest or principal
under the Note or by any forbearance or delay in collecting interest or principal under the Note,
or by any waiver by Lender under the Loan Agreement, Mortgage or any other Loan Documents,
or by Lender’s failure or election not to pursue any other remedies it may have against Borrower
or Guarantor, or by any change or modification in the Note, Loan Agreement, Mortgage or any
other Loan Document, or by the acceptance by Lender of any additional security or any increase,
substitution or change therein, or by the release by Lender of any security or any withdrawal
thereof or decrease therein, or by the application of payments received from any source (o the
payment of any obligation other than the indebtedness due under the Note (“Indebtedness™), even
though Lender might lawfully have elected to apply such payments to any part or all of the
Indebtedness, it being the intent hereof that, subject to Lender's compliance with the terms of
this Guaranty, Guarantor shall remain liable for the performance of the Obligations,
notwithstanding any act or thing which might otherwise operate as a legal or equitable discharge
of a surety. Guarantor further understands and agrees that Lender may at any time enter into
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agreements with Borrower to amend and modify the Note, Loan Agreement, Mortgage or other
Loan Documents, and may waive or release any provision or provisions of the Note, Loan
Agreement, Mortgage and other Loan Documents or any thereof, and, with reference to such
instruments, may make and enter into any such agreement or agreements as Lender and
Borrower may deem proper and desirable, without in any manner impairing or affecting this
Guaranty or any of Lender’s rights hereunder or Guarantor’s obligations hereunder.

5. This is an absolute, present and continuing guaranty of performance and
completion and not of collection. Guarantor agrees that this Guaranty may be enforced by
Lender without the necessity at any time of resorting to or exhausting any other security or
collateral given in connection herewith or with the Note, Loan Agreement, Mortgage or any of
the other Loan Decuments through foreclosure or sale proceedings, as the case may be, under the
Mortgage or otherwise, or resorting to any other guaranties, and Guarantor hereby waives any
right to require Lender to join Borrower in any action brought hereunder or to commence any
action against or obtain any judgment against Borrower or to pursue any other remedy or enforce
any other right. Guarantor further agrees that nothing contained herein or otherwise shall
prevent Lender from pursuing concurrently or successively all rights and remedies available to it
at law and/or in equity or under the Note, Loan Agreement, Mortgage or any other Loan
Documents, and the exercise of any of its rights or the completion of any of its remedies shall not
constitute a discharge of Guarantor’s obligations hereunder, it being the purpose and intent of
Guarantor that the obligations of Guarantor hereunder shall be absolute, independent and
unconditional under any and all circumstances whatsoever. None of Guarantor’s obligations
under this Guaranty or any remedy for the enforcement thereof shall be impaired, modified,
changed or released in any manner whatsoever by any impairment, modification, change, release
or limitation of the liability of Borrower under the Note, Loan Agreement, Mortgage or other
Loan Documents or by reason of the bankruptcy of Borrower or by reason of any creditor or
bankruptcy proceeding instituted by or against Borrower. This Guaranty shall continue to be
effective or be reinstated (as the case may be) if at any time payment of all or any part of any
sum payable pursuant to the Note, Loan Agreement, Mortgage or any other Loan Document is
rescinded or otherwise required to be returned by Lender upon the insclvency, bankruptcy,
dissolution, liquidation, or reorganization of Borrower, or upon or as a result of the appointment
of a receiver, intervenor, custodian or conservator of or trustee or similar officer for, Borrower or
any substantial part of its property, or atherwise, all as though such payment to Lender had not
been made, regardless of whether Lender contested the order requiring the return of such
payment,

6. In the event Lender or any holder of the Note shall assign the Note to any lender
or other entity to secure a loan from such lender or other entity to Lender or such holder for an
amount not in excess of the amount which will be due, from time to time, from Borrower to
Lender under the Note with interest not in excess of the rate of interest which is payable by
Borrower to Lender under the Note, Guarantor will accord full recognition thereto and agree that
all rights and remedies of Lender or such holder hereunder shall be enforceable against
Guarantor by such lender or other entity with the same force and effect and to the same extent as
would have been enforceable by Lender or such holder but for such assignment; provided,
however, that unless Lender shall otherwise consent in writing, Lender shall have an unimpaired
right, prior and superior to that of its assignee or transferee, to enforce this Guaranty for Lender’s
benefit to the extent any portion of the Indebtedness or any interest therein is not assigned or
transferred.
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7. If: (a)this Guaranty is placed in the hands of an attorney for collection or is
collected through any legal proceeding; (b) an attorney is retained to represent Lender in any
bankruptcy, reorganization, receivership, or other proceedings affecting creditors’ rights and
involving a claim under this Guaranty; (c) an attorney is retained to provide advice or other
representation with respect to this Guaranty; or (d) an attorney is retained to represent Lender in
any proceedings whatsoever in connection with this Guaranty and Lender prevails in any such
proceedings, then Guarantor shall pay to Lender upon demand all attorney’s fees, costs and
expenses incurred in connection therewith (all of which are referred to herein as “Enforcement
Costs™), in addition to all other amounts due hereunder, regardless of whether all or a portion of
such Enforcement Costs are incurred in a single proceeding brought to enforce this Guaranty as
well as the other Loan Documents.

8. The parties hereto intend and believe that each provision in this Guaranty
comports with all applicable local, state and federal laws and judicial decisions. However, if any
provision or provisions, or if any portion of any provision or provisions, in this Guaranty is
found by a court of law to be in violation of any applicable local, state or federal ordinance,
statute, law, administrative or judicial decision, or public policy, and if such court should declare
such portion, provision or provisions of this Guaranty to be illegal, invalid, unlawful, void or
unenforceable as written, then it is the intent of all parties hereto that such portion, provision or
provisions shall be given force to the fullest possible extent that they are legal, valid and
enforceable, that the remainder of this Guaranty shall be construed as if such illegal, invalid,
unlawful, void or unenforceable portion, provision or provisions were not contained therein, and
that the rights, obligations and interest of Lender or the holder of the Note under the remainder of
this Guaranty shall continue in full force and effect.

9. TO THE GREATEST EXTENT PERMITTED BY LAW, GUARANTOR
HEREBY WAIVES ANY AND ALL RIGHTS TO REQUIRE MARSHALLING OF
ASSETS BY LENDER. WITH RESPECT TO ANY SUIT, ACTION OR PROCEEDINGS
RELATING TO THIS GUARANTY (EACH, A “PROCEEDING”), LENDER (BY ITS
ACCEPTANCE HEREOF) AND GUARANTOR IRREVOCABLY (A) SUBMIT TO THE
NON-EXCLUSIVE JURISDICTION OF THE STATE AND FEDERAL COURTS
HAVING JURISDICTION IN THE CITY OF CHICAGO, COUNTY OF COOK AND
STATE OF ILLINOIS, AND (B) WAIVE ANY OBJECTION WHICH IT MAY HAVE AT
ANY TIME TO THE LAYING OF VENUE OF ANY PROCEEDING BROUGHT IN
ANY SUCH COURT, WAIVE ANY CLAIM THAT ANY PROCEEDING HAS BEEN
BROUGHT IN AN INCONVENIENT FORUM AND FURTHER WAIVE THE RIGHT
TO OBJECT, WITH RESPECT TO SUCH PROCEEDING, THAT SUCH COURT DOES
NOT HAVE JURISDICTION OVER SUCH PARTY. NOTHING IN THIS GUARANTY
SHALL PRECLUDE LENDER FROM BRINGING A PROCEEDING IN ANY OTHER
JURISDICTION NOR WILL THE BRINGING OF A PROCEEDING IN ANY ONE OR
MORE JURISDICTIONS PRECLUDE THE BRINGING OF A PROCEEDING IN ANY
OTHER JURISDICTION. LENDER AND GUARANTOR FURTHER AGREE AND
CONSENT THAT, IN ADDITION TO ANY METHODS OF SERVICE OF PROCESS
PROVIDED FOR UNDER APPLICABLE LAW, ALL SERVICE OF PROCESS IN ANY
PROCEEDING IN ANY ILLINOIS STATE OR UNITED STATES COURT SITTING IN
THE CITY OF CHICAGO AND COUNTY OF COOK MAY BE MADE BY CERTIFIED
OR REGISTERED MAIL, RETURN RECEIPT REQUESTED, DIRECTED TO THE
APPLICABLE PARTY AT THE ADDRESS INDICATED BELOW, AND SERVICE SO
MADE SHALL BE COMPLETE UPON RECEIPT; EXCEPT THAT IF SUCH PARTY

7



Case 1:09-bk-16565-MT Claim 25-1 Part5 Filed 12/22/09 Desc Part50of 5 Page
9of 15

SHALL REFUSE TO ACCEPT DELIVERY, SERVICE SHALL BE DEEMED
COMPLETE FIVE (5) DAYS AFTER THE SAME SHALL HAVE BEEN SO MAILED.

10.  Any indebtedness of Borrower to Guarantor now or hereafter existing is hereby
subordinated to the performance of the Obligations. Guarantor agrees that, until the entire
Indebtedness has heen paid in full, Guarantor will not seek, accept, or retain for its own account,
any payment from Borrower on account of such subordinated debt. Any payments to Guarantor
on account of such subordinated debt shall be collected and received by Guarantor in trust for
Lender and shall be paid over to Lender on account of the Indebtedness without impairing or
releasing the obligations of Guarantor hereunder.

11.  Any amounts received by Lender from any source on account of the Loan may be
utilized by Lender for the performance of the Obligations and in such order as Lender may from
time to time elect.

12 GUARANTOR AND LENDER (BY ITS ACCEPTANCE HEREOF) EACH
KNOWINGLY, VOLUNTARILY AND INTENTIONALLY WAIVE ANY RIGHT TO A
TRIAL BY JURY IN ANY CLAIM, CONTROVERSY, DISPUTE, ACTION OR
PROCEEDING ARISING OUT OF OR RELATED TO THIS GUARANTY AND THE
OTHER LOAN DOCUMENTS (INCLUDING WITHOUT LIMITATION ANY ACTIONS
~OR PROCEEDINGS FOR ENFORCEMENT OF THE LOAN DOCUMENTS) AND
AGREE THAT ANY SUCH ACTION OR PROCEEDING SHALL BE TRIED BEFORE
A COURT AND NOT BEFORE A JURY. GUARANTOR AND LENDER
ACKNOWLEDGE THAT THIS WAIVER IS A MATERIAL INDUCEMENT TO ENTER
INTO A BUSINESS RELATIONSHIP, THAT EACH OF THEM HAS RELIED ON THIS
WAIVER IN ENTERING INTO THIS GUARANTY AND THE OTHER LOAN
DOCUMENTS AND THAT EACH OF THEM WILL CONTINUE TO RELY ON THIS
WAIVER IN THEIR RELATED FUTURE DEALINGS. GUARANTOR AND LENDER
EACH WARRANT AND REPRESENT THAT EACH HAS HAD THE OPPORTUNITY
OF REVIEWING THIS JURY WAIVER WITH LEGAL COUNSEL, AND THAT EACH
KNOWINGLY AND VOLUNTARILY WAIVES ITS JURY TRIAL RIGHTS.

13.  Any notice, dernand, request or other communication which any party hereto may
be required or may desire to give hereunder shall be in writing and shall be deemed to have been
properly given (a) if hand delivered, when delivered; {b) if mailed by United States Certified
Mail (postage prepaid, return receipt requested), three (3) Business Days after mailing (c) if by
Federal Express or other reliable overnight courier service, on the next Business Day after
delivered to such courier service or (d) if by telecopier on the day of transmission, if before
3:00 p.m. (Chicago Time) on a Business Day so long as copy is sent on the same day by
overnight courier as set forth below:

Guarantor: David L. Schwartzman
¢fo DS Ventures, LLC
8383 Wilshire Blvd., Suite 1000
Beverly Hills CA 90211
Telephone: {323) 658-1511
Facsimile: (323) 658-1520



Case 1:09-bk-16565-MT Claim 25-1 Part5 Filed 12/22/09 Desc Part5 of 5

With a copy to:

Lender:

With a copy to:
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LB/L-DS VENTURES II MASTER, LLC
c/o Lakeside Capital Partners

3500 West Olive Avenue, Suite 650
Burbank CA 91505

Attention: Kathy Rezzo

Telephone: (818) 973-1708

Facsimile: (818) 841-8072

Corleto, Ackerman & Hearn LL.P
15760 Ventura Blvd., Suite 801
Encine CA 91436

Attention: James Hearn, Esq.
Telephone: (818) 907-6677
Facsimile: (818) 990-1965

Merrill Lynch Capital, a Division
of Merrill Lynch Business Financial
Services Inc.
222 N. LaSatle Street — 16th Floor
Chicago, Illinois 60601
Attention: National Portfolio Manager ~ Real Estate
Telephone; 312-499-3140
Facsimile: 312-499-3026

Merrill Lynch Capital, a Division
of Merrill Lynch Business Financial
Services Inc.
222 N. LaSalle Street ~ 16th Floor
Chicago, Ilinois 60601
Attention: Real Estate Legal
Telephone: 312-269-4501
Facsimile: 312-428-4046

Page

or at such other address as the party to be served with notice may have furnished in writing to the
party seeking or desiring to serve notice as a place for the service of notice. Any notice or
demand delivered to the person or entity named above to accept notices and demands for such
party shall constitute notice or demand duly delivered to such party, even if delivery is refused.

14. To induce Lender to make the Loan, Guarantor makes the following
representations and warranties to Lender set forth in this Section. Guarantor acknowledges that
but for the truth and accuracy of the matters covered by the following representations and
warranties, Lender would not have agreed to make the Loan.

(a)

Any and all balance sheets, net worth statements, and other financial data
with respect to Guarantor which have heretofore been given to Lender by or on behalf of
Guarantor fairly and accurately present the financial condition of Guarantor as of the
respective dates thereof.
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(b) The execution, delivery, and performance by Guarantor of this Guaranty
does not and will not contravene or conflict with (i) any Laws, order, rule, regulation,
writ, injunction or decree now in effect of any Government Authority, or court having
jurisdiction over Guarantor, (ii) any contractual restriction binding on or affecting
Guarantor or Guarantor’s property or assets which may adversely affect Guarantor’s
ability to fulfill its obligations under this Guaranty, or (iii) the instruments creating any
trust holding title to any assets included in Guarantor’s financial statements.

(c) This Guaranty creates legal, valid, and binding obligations of Guarantor
enforceable in accordance with its terms.

(d)  Except as disclosed in writing to Lender, there is no action, proceeding, or
investigation pending or, to the knowledge of Guarantor, threatened or affecting
Guarantor, which may adversely affect Guarantor’s ability to fulfill his obligations under
this Guaranty. There are no judgments or orders for the payment of money rendered
against Guarantor for an amount in excess of $100,000.00 that have been undischarged
for a period of ten (10) or more consecutive days and the enforcement of which is not
stayed by reason of a pending appeal or otherwise. Guarantor is not in default under any
agreements which may adversely affect Guarantor’s ability to fulfill its obligations under
this Guaranty.

(e) All statements set forth in the Recitals are true and correct.

All of the foregoing representations and warranties shall be deemed remade on the date of
the first disbursement of Loan proceeds, on the date of each advance of Loan proceeds, and upon
any extension of the Loan pursuant to the Loan Agreement. Guarantor hereby agrees to
indemnify, defend and hold Lender free and harmless from and against all loss, cost, liability,
darnage, and expense, including attorney’s fees and costs, which Lender may sustain by reason
of the inaccuracy or breach of any of the foregoing representations and warranties as of the date
the foregoing representations and warranties are made and are remade.

15. Guarantor shall deliver or cause to be delivered to Lender all of the Guarantor
financial statements to be delivered in accordance with the terms of the Loan Agreement.

16.  This Guaranty shall be binding upon the heirs, executors, legal and personal
representatives, successors and assigns of Guarantor and shall not be discharged in whole or in
part by the death of Guarantor.

10
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17.  THIS GUARANTY, THE NOTE, AND ALL OTHER INSTRUMENTS
EVIDENCING AND SECURING THE LOAN SECURED HEREBY WERE
NEGOTIATED IN THE STATE OF ILLINOIS, AND DELIVERED BY GUARANTOR
OR BORROWER, AS APPLICABLE, AND ACCEPTED BY LENDER IN THE STATE
OF ILLINOIS, WHICH STATE THE PARTIES AGREE HAS A SUBSTANTIAL
RELATIONSHIP TO THE PARTIES AND THE UNDERLYING TRANSACTIONS
EMBODIED HEREBY. IN ALL RESPECTS, INCLUDING, WITHOUT LIMITATION,
MATTERS OF CONSTRUCTION OF THE IMPROVEMENTS AND PERFORMANCE
OF THIS GUARANTY AND THE OBLIGATIONS ARISING HEREUNDER, THIS
GUARANTY SHALL BE GOVERNED BY, AND CONSTRUED IN ACCORDANCE
WITH, THE INTERNAL LAWS OF THE STATE OF ILLINOIS APPLICABLE TO
CONTRACTS MADE AND TO BE PERFORMED IN SUCH STATE AND ANY
APPLICABLE LAWS OF THE UNITED STATES OF AMERICA.

18. Lender shall be entitled to honor any request for loan proceeds made by
Borrower and shall have no obligation to see to the proper disposition of such advances.
Guarantor agrees that his obligations hereunder shall not be released or affected by reason of any
improper disposition by Borrower of such Loan proceeds.

19.  This Guaranty may be executed in any number of counterparts and by different
parties hereto in separate counterparts, each of which when so executed shall be deemed to be an
original and all of which taken together shall constitute one and the same instrument.

[SIGNATURES CONTAINED ON FOLLOWING PAGE]
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IN WITNESS WHEREQF, Guarantor has delivered this Guaranty in the State of [llinois
as of the date first written above.

GUARANTOR:

DAVID L. SC%%ARTZMAN

L.B/L-DS VENTURES II MASTER LLC, a Delaware
limited liability company

By: LB/LAKESIDE CAPITAL PARTNERS LLC, a
Delaware limited liability company, its managing
member

By: LB/LAKESIDE CAPITAL MANAGERS
LLC, a Delaware limited liability company,
its managing member

By: LAKESIDE CAPITAL
PARTNERS I, LLC, a California
limited liability company, its
administrative member

Namé:
Authorized Signatory

Melvin T, Andrews
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Exhibit C

TURELK MECHANIC’S LIENS

NO. PLAINTIFF AMOUNT OF
MECHANIC’S LIEN
1 | Arena Landscaping, Inc. $75,368.18
2 | Pacific Rim Contractors $143,861.30
3 | Legacy Drywall, Inc. $49,366.85
4 . Kron Interiors $115,787.15
5 | BAS Appliance Gallery, Inc. $93,389.93
6 | Commercial Wood Products Company $25,000.00
7 | Turelk, Inc. $1,688,110.41 (Metro K)
$44,821.13 (Creative Office K)
8 | Control Komfort Systems, Inc. $172,237.31
TOTAL $2,407,942.26
E&R MECHANIC’S LIENS
NO. PLAINTIFF AMOUNT OF
MECHANIC’S LIEN
1 | Shotcrete Systems, Inc. $102,224.98
2 | E&R Construction (cross-complaint named) $1,260,415.45
3 | Paramount Scaffold, Inc. $25,000.00
4 | William L. Olson, Inc. $71,007.24
5 Cornerstone Masonry, Inc. (Arrow Tools) $12,743.45
6 | DP Inspection, Inc. $44,235.00
7 | S.E. Clemons, Inc. $25,000.00
8 | Cornerstone Masonry, Inc. (Angelus) $80,284.50 (Cornerstong)
$17,171.31 (Angelus)
9 | Pabon Construction Company $230,082.30
10 | Cemex Construction Materials Pacific, LLC $25,000.00
11 | Otis Elevator Company $105,495.00
TOTAL $1,998,659.23

TOTAL=%4,406,601.49




