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The Lion Fund L.P. (the "Lion Fund"), together with the other participants named herein, is filing materials contained in this Schedule 14A with
the Securities and Exchange Commission ("SEC") in connection with the anticipated solicitation of proxies for the election of two nominees as
directors at the 2007 annual meeting of stockholders (the "Annual Meeting") of Friendly Ice Cream Corporation ("Friendly"). The Lion Fund has
not yet filed a proxy statement with the SEC with regard to the Annual Meeting.

Item 1: The following materials were posted to http://enhancefriendlys.com:
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HAMPDEN COUNTY

SUPERIOR COURT

FILED MAY 24, 2006

Clerk-Magistrate

COMMONWEALTH OF MASSACHUSETTS

HAMPDEN, ss. SUPERIOR COURT

CIVIL NO. 03-0003

S. PRESTLEY BLAKE
v

FRIENDLY ICE CREAM CORP.
& DONALD N. SMITH [FN1]

FN1. The special Litigation Committee has filed an appearance, as intervener, with respect to the motion to dismiss.

MEMORANDUM OF DECISION AND ORDER ON SPECIAL LITIGATION COMMITTEE S MOTION TO DISMISS DERIVATIVE
ACTION AND PLAINTIFF S REQUEST FOR RECONSIDERATION OF THE DENIAL OF MOTION TO AMEND

JOHN A. AGOSTINI, Associate Justice.
INTRODUCTION

In this shareholder derivative lawsuit, the defendant intervener, a Special Litigation Committee (SLC) appointed by the defendant corporation s
board of directors, has moved to dismiss the action pursuant to G.L.c. 156D, s. 7.44. Also before me is the plaintiff s motion for reconsideration
of my order denying his latest motion to amend the complaint. After a non-evidentiary hearing [FN2] and considering the parties oral and
written arguments and supporting documents, the SLC s motion to dismiss is DENIED and the plaintiff s motion to reconsider and motion to
amend are ALLOWED.

FN2. Neither party requested an evidentiary hearing.
BACKGROUND

The defendant, Friendly Ice Cream Corporation (Friendly), operates and franchises hundreds of restaurants, primarily in the northeastern United
States, and manufactures frozen desserts distributed at retail locations in 15 states. The plaintiff, S. Prestley Blake, founded Friendly with his
brother in 1935. Friendly was publicly held from 1968 until 1979, when it was sold to Hershey Food Corporation (Hershey). In 1988, The
Restaurant Company (TRC), an investor group led by the defendant, Donald Smith (Smith), acquired Friendly from Hershey and then brought
Friendly public again in 1997. In the November 1997 initial public offering (the IPO) of stock, Blake became an owner of Friendly common
stock and currently owns approximately 10% of its outstanding common shares.

Smith, widely respected for his expertise in the restaurant business, was simultaneously chief executive officer (CEO) and chairman of the
boards of both Friendly and TRC from 1988 through February of 2003. In February of 2003, Smith became the non-executive chairman of
Friendly s Board of Directors (the Board), such that he was no longer CEO but continued to
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chair the Board. At all relevant times, Smith has also been the owner of approximately 70% of TRC, which is a management company. [FN3]
Two of TRC s divisions relevant to this action are Perkins Family Restaurants (Perkins), a company which operates restaurants, and Foxtail
Foods (Foxtail), a company which from 1998 through 2004 sold between $4.4 and $5.3 million in food products to Friendly.

FN3. Smith has been the CEO of TRC and its predecessor since 1985. In 1999, Smith s ownership interest in TRC increased to 70%. TRC
had been the management company of Perkins and Friendly, both operating companies. Okscin dep. p. 182.

TRC is the sole stockholder of TRC Realty, LLC, The Restaurant Company of Minnesota, and Perkins Finance Corp. TRC is a
wholly-owned subsidiary of The Restaurant Holding Company (RHC), which according to TRC s 2004 10K Form (exh. 118), is owned
principally by Smith and BancBoston Ventures, Inc.
Friendly had a shareholder deficit of $85 million at the time of the IPO. As of January 2002, this deficit climbed to $89 million, and in 2003 the
deficit was $98 million. Between 1999 and 2003, Friendly s total assets decreased to a greater extent than the Board was able to reduce the debt.
[FN4]

FN4. Daly dep. p. 37-38.

A principal activity of the Board has been to undertake financial actions to reduce Friendly s debt and improve its operating performance. [FN5]
From November 1997 to March of 2005, the Board was comprised of the same five members: Smith, Steven Ezzes (Ezzes), Michael J. Daly
(Daly), Charles Ledsinger (Ledsinger), and Burton Manning (Manning). In March of 2005, Ledsinger stepped down and was replaced a few
months later by Perry Odak (Odak). The Board delegates to management the function of running Friendly. Smith, as former CEO of Friendly,
led its management team.

FNS. Daly dep. p. 36.

Within the Board, three committees assume certain responsibilities: the Audit Committee, the Compensation Committee, and the Nominating
Committee. One of the primary functions of the Audit Committee is to assist the Board with the oversight of Friendly s financial reporting
process, the systems of internal controls and all audit processes. The Audit Committee reviews the financial results of Friendly, the internal
audits on its restaurants, and any other financial matters deemed necessary at its meetings with the Audit Committee and the CFO. Its role is to

ensure, number one, all systems, procedures, and controls in the organization are proper and functioning well. [FN6] Of particular significance
to this action is that the Audit Committee is responsible for scrutinizing related party transactions to ensure that the interests of the shareholders
and general public are protected. [FN7] The Audit Committee, as described by Daly, is very active and diligent, and typically meets six times a
year. The members of the Audit Committee from 1997 until March of 2005 were Daly, Ledsinger, and Ezzes. [FN8]

FNG6. Daly dep. pp. 10-12.
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FN7. Daly dep. pp. 149-50.
FNS8. Daly dep. pp. 10, 12.

The Compensation Committee oversees all compensation practices of the company. The three members of the Compensation Committee since
late 1997 were Daly, Ledsinger (up until his departure from the Board in March of 2005), and Manning.

The Nominating Committee considers the ongoing performance of existing directors, evaluates core competencies of Friendly s governance
oversight capabilities, or in other words evaluates how well the Board functions. In order to determine whether the directors are participating
effectively, the Nominating Committee surveys the five directors on the Board. The survey results collected so far uniformly indicate that the
directors feel that their communications with management are satisfactory and that the Board is effectively performing. [FN9] The Nominating
Committee also makes recommendations to the Board regarding promotions, directors, and senior officers. Since 1997, the Nominating
Committee has been comprised of Daly and Smith, and perhaps also Manning. [FN10]

FNO. Daly dep. pp. 21-24.
FN10. Daly dep. p. 20.

Each director of Friendly receives compensation in the amount of $2,500 per month ($30,000 per year), plus $1,500 for each Board meeting
attended, plus expenses. [FN11] Audit Committee members receive $1,500 for attendance at the annual Audit Committee meeting. For serving
as chairman, Smith has received additional director compensation, which in 2004 was $8,333.34 per month. [FN12] Friendly s directors also
receive compensation in the form of stock options. [FN13] Pursuant to Friendly s 1997 Stock Option Plan, each outside director receives stock
options reflective of his functions. Although the amounts vary from year to year, for fiscal year 2004, each outside director received at least
3,000 stock options; the Compensation Committee Chairman (Manning) received an additional 1,500 stock options, and the Audit Committee
Chairman (Ezzes) received an additional 3,000 stock options. In fiscal year 2004, Ezzes, Ledsinger, Daly and Manning received 6,000, 3,000,
3,000 and 4,500 stock options, respectively. [FN14]

FN11. In fiscal year 2004, the Board met seven times and each director attended at least 75% of the meetings of the Board, thus
receiving at least $7,875. Form DEF 14A Friendly SEC filing dated April 8, 2005, Exh. A to Manning affid. of Jan 24, 2006.

FN12. Form DEF 14A, filed April 8, 2005, exh. A to Ezzes affid.

FN13. SLC s counsel stated at the motion hearing that the outside directors principal form of compensation is stock options. See 1/20/06
Hearing Tr. p. 78. The exercise price per share has fluctuated between fiscal year 1999 and the present. The plaintiff does not argue that
these directors compensation in this form has been inordinate.

3

19



Edgar Filing: FRIENDLY ICE CREAM CORP - Form DFAN14A

FN14. Form DEF 14A, filed April 8, 2005, exh. A to Ezzes affid.

Between 1999 and 2002, Blake grew suspicious about possible mismanagement of Friendly s assets and self-dealing by Smith. On May 15, 2002,
at a shareholders meeting, Blake voiced his concerns that Smith had caused Friendly to pay costs toward a Learjet which largely benefited TRC
and Smith, directly or indirectly. This controversy has its roots in a 1994 agreement between TRC and Friendly to share the fixed and variable
costs of a corporate aircraft, then a 1992 Beechjet 400A, for which TRC entered a ten-year contract to lease from General Electric Capital
Corporation . [FN15] In 1999, TRC s Board of Directors decided to dispose of the Beechjet 400A for a cash purchase price of not less than $3.2
million, [FN16] and to acquire a new Learjet 45 for a purchase price of $8,278,950, to be financed with General Electric Corporation pursuant to
an Aircraft Lease Agreement. [FN17]

FN15. There is no dispute that the plaintiff lacks standing to assert claims relating to conduct prior to 1997 when he became a shareholder.

FN16. Exh. 93. There is no record of the Beechjet 400A sale proceeds reaching Friendly.
FN17. Exh. 93.

Because in 1999, Friendly s five-year plan called for opening well over one hundred franchises, the Board viewed the use of the Learjet as useful
for visiting potential franchise sites. No written agreement exists requiring Friendly to pay for costs of the use of the Learjet. Nonetheless, from
1999 through, at least, August of 2003, Friendly paid TRC for 40% to 50% of the Learjet s fixed costs plus 100% of any variable costs associated
with Friendly s actual use of the aircraft. [FN18] Friendly s comptroller, Allan Okscin (Okscin), who was responsible for paying TRC for
Friendly s share of the aircraft, did not receive or request from TRC documentation such as underlying invoices substantiating the variable costs
(which included fuel, maintenance, engine costs, landing and parking fees, pilot travel expenses, and catering) and fixed costs (which included
lease payments, pilots salaries and benefits, pilot relocation costs, hangar rental, crew expenses, property taxes, banking fees, set-up expenses,
training, amortization, insurance, dues and subscriptions, supplies and telephone costs) billed to and paid by Friendly. [FN19] Instead, with
respect to fixed costs, Okscin never requested more than what TRC sent, which was an annual projection of fixed costs and a monthly payment
schedule. As to the variable costs for flights charged to Friendly, Okscin received from TRC bills, usually with flight manifests identifying who
was on the plane and where it went. Alter talking to others to make sure each billed flight was taken, Okscin approved payment of these bills,
even for some flights lacking manifests. [FN20] Okscin also approved Friendly s payment for flights carrying Smith s wife s children, and
assumed that such flights were for business purposes because one of the passengers, Jody Delrey, had been involved with Friendly s Easter Seal
campaign. [FN21]

FN18. Friendly s former general counsel, Aaron Parker, reported that Friendly paid TRC the following amounts for the Learjet s fixed and
variable costs, respectively, in the fiscal years 2000 through 2002:
4
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2000: $ 843,858; $ 82756
2001: $ 612,548, $ 73,878
2002: $ 449.319; $ 0

Exh. 53, Parker memorandum dated June 26, 2002, p. 2. Thus in 2002, Friendly paid TRC $449,319 for never using the Learjet that year.

Smith testified that Friendly s former chief financial officer (CFO), Paul McDonald, and his counterpart at TRC, Steven McClellan,
determined how much of the aircraft costs would be paid by Friendly. Smith dep. pp. 52-53. In contrast, McClellan testified that it was
Smith who decided what portion of these costs would be borne by TRC and Friendly. McClellan dep. p. 134. McClellan s version is
supported by a handwritten memo which appears to have been written in December of 1998 in which Smith instructed Michael Donohoe
of TRC, The 'split for the plane in '99 will be: 60% Perkins--40% Friendly s based on projected usage. Don. Exh. 119, also labelled as
plaintiff s exhibit 57.

FN19. See Huron Report dated October 24, 2005, p. 7 and exhibit to 1994 Aircraft Reimbursement Agreement.
FN20. Okscin dep. p. 261.

FN21. Okscin dep. pp. 258-59.
By March of 2000, deteriorating economic conditions led Friendly to abandon its ambitious five-year expansion plan. Rather than opening new
franchises, Friendly closed 150 locations and implemented a reduction in force. Friendly s use of the Learjet as a percentage of the total hours it
was flown diminished from 33% in 1999 to 21% in 2000 to 16% in 2001 and to 4% in 2002. [FN22] In the fall of 2000, Okscin and Paul Kelley,
then Friendly s CFO, proposed to the Audit Committee that Friendly cease its perceived obligation to share the cost of the Learjet by making a
payment to TRC. By late 2000, the Board concurred that Friendly should dispose of the aircraft, and appointed Ezzes and Ledsinger as a
committee to handle this task which was difficult due to the weak market. [FN23] In sum, Blake s major concerns expressed in May of 2002
regarding the Learjet were that Smith was having Friendly subsidize TRC s use of the Learjet, that Friendly had no enforceable obligation pay
toward its costs, and that Smith was using the Learjet for nonbusiness purposes without reimbursing Friendly appropriately.

FN22. Huron Report p. 7; Ledsinger dep. pp. 171-72.

FN23. Manning dep. pp. 97-100.
Blake also took issue with Friendly s payments to TRC toward the costs related to an office in Illinois used by Smith to conduct business for both
Friendly and TRC. [FN24] Friendly s corporate headquarters are in Wilbraham, Massachusetts, and TRC s corporate headquarters are in
Memphis, Tennessee. Friendly has not at any time had operations in Illinois unless one considers the office a Friendly operation. [FN25] Smith
maintained his principal residence in the Chicago area until February 2002. [FN26] According to Okscin, Friendly s purchasing group used the
office for meetings because Chicago is sort of the hub of the
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National Restaurant Association out there. [FN27] The Board approved of Friendly s payment to TRC of these office expenses.

FN24. Ezzes dep. p. 79.

FN25. Ezzes dep. p. 75.

FN26. Okscin dep. p. 15.

FN27. Okscin dep. pp. 143-44.

The SLC asserts that Friendly s payments toward the costs of the Illinois office--which totalled $770,630 between 1997 and 2004--were made
pursuant to a March 1996 management fee agreement executed by Friendly and TRC. [FN28] The management fee letter agreement relied upon
by the SLC is undated, bears no handwritten signatures for either TRC or Friendly, and consists of a three-paragraph letter. It states only that the
maximum annual management fee payable by Friendly to TRC would not exceed $800,000 in 1996, $824,000 in 1997, and $848,720 in 1998
unless the Board was to approve of an increase. This document does not provide any information related to the nature of the services covered by
the agreement or how Friendly and TRC would allocate the shared expenses. [FN29] Nonetheless, Friendly reported in its 1997 IPO filing that
the management fees compensated TRC for Smith s services to Friendly, the office and secretarial services, and other related expenses. [FN30]
The SLC asserts that the management fee agreement covers the following: (1) Smith s compensation in 1997 (but not thereafter); (2) the
maintenance of the office in Illinois where Smith conducted business for both TRC and Friendly; (3) the salary and benefits of a secretary at the
[llinois office; (4) the salary of one Rich Estlin (Estlin); and (5) fringe benefits for Smith, including his life, medical, dental and AD & D
insurance.

FN28. Over $400,000 of that total amount was to compensate Smith in 1997.

Prior to the IPO, when TRC was the management company of both Perkins and Friendly and when Smith was an employee of TRC but not
Friendly, TRC charged both Perkins and Friendly a management fee. Okscin dep. p. 182. See also Huron Report p. 22.

FN29. See Huron Report p. 17 and exhibit 2 to Huron Report.

FN30. Huron Report p. 18.

On May 21, 2002, Blake sent a demand letter to Friendly reiterating his allegations regarding the Learjet and the Illinois office. Blake called for
an investigation and the right to inspect corporate records. Three days later, Ledsinger, Ezzes, Manning and Daly signed a document entitled
Unanimous Written Consent of the Independent Directors of Friendly Ice Cream Corporation in which they resolved to create a Special
Committee (the 2002 Special Committee) ultimately composed of Ledsinger, Daly and Ezzes to investigate Blake s allegations and to
recommend to the Board what position should be taken by the Corporation in reference thereto. The 2002 Special Committee, in turn, asked
Friendly s general counsel, Aaron B. Parker (Parker) to conduct the investigation.

6
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Parker had been special counsel to TRC from 1986 to 1997. In 1997, he became associate general counsel for Friendly, and on November 22,
2001, Friendly appointed Parker as its president, general counsel and secretary/clerk. Smith, as Parker s boss, reviewed his performance and
recommended to the Board whether or not Parker would receive a raise or bonus. [FN31]

FN31. Ledsinger dep. p. 150.

On June 26, 2002, Parker sent to Ledsinger, Daly and Ezzes a three-page memorandum containing what he called background facts and
preliminary investigative findings, [FN32] although he never issued a follow-up document with final investigative findings. [FN33] Parker
reported that TRC s comptroller told him that Smith had paid for the variable costs associated with Smith s personal use of the Learjet. He also
reported that the Learjet cost-sharing arrangement replaced that of the Beechjet 400A, but Parker supplied no documentation to support this
assertion. The 2002 Special Committee accepted Parker s conclusion without asking to see a contract or other verification that Friendly actually
had a written binding contractual agreement to pay toward the cost of the Learjet.

FN32. Parker attached to his three-page memorandum TRC s aircraft summaries (showing the total reported costs related to use of the
Learjet 45) in 2000 and 2001 and some flight manifests.

FN33. Ezzes dep. p. 119.
Parker s investigation did not consider the appropriateness or legitimacy of the TRC-Friendly cost sharing arrangements with respect to either the
Learjet or the office. [FN34] Parker reported that Friendly s expenses incurred in connection with the Illinois office in 2001 totalled $110,146
and in 2002 were $157,458, representing 35% of the office rent, 50% of the salary of Estlin, 35% of secretarial costs, and 35% of Smith s life,
medical, dental and AD & D insurance. [FN35]

FN34. Exh. 53.

FN35. Exh. 53.
Friendly s payments toward Estlin s salary were $87,960 in 1998, $98,666 in 1999, $107,438 in 2000, and $53,456 in 2001. Although it is clear
that Smith determined how TRC and Friendly would bear the cost of Estlin s salary, [FN36] the reason for Friendly s payment of Estlin s salary
was not adequately explained in Parker s report or elsewhere. No substantive or adequate documentation of Estlin s professional services for
Friendly has been presented to the Court. [FN37]

FN36. Exh. 53.

FN37. TRC s former CFO, Steven McClellan, testified at his deposition on September 9, 2004, that Estlin was supposed to represent
[Smith] at Perkins when [Smith] was at Friendly s ... [a]nd he was supposed to represent [Smith] at Friendly s when [Smith] was at Perkins.
In addition to which, he was supposed to

7
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handle managing [Smith s] personal financial matters, and I say supposed to, because that wound up, not infrequently, falling on my
shoulders ... [I]t started out with he was going to be [Smith s] representative, provide us access to [Smith], because [Smith] was not present
alot ... Although I had been warned by the other members of the management team that--this was another FOD, friend of Don, and that
these type of folks had shown up before. Over a period of time, I [began] to question whether it made sense for us to continue to absorb the
expenses related to [Estlin]. And, in fact I asked him one time, because I got pretty frustrated. We were going through some challenging
financial times, Smith was not cooperating with trying to, really, sell the aircraft, in my view, and we had--we were absorbing [Estlin s]
salary, or at least a significant portion of it. And I did ask [Estlin] one time, you know, Rich, what exactly are you doing, and what s your
goals? And he looked me straight in the eye and said, my goal is to play 200 rounds of golf a year, and he kind of laughed. Other
deponents descriptions of Estlin s role were also sketchy. Okscin testified only that Estlin helped [Friendly] with treasury and insurance
issues when Friendly s CFO left. Okscin dep. p. 142.
There in nothing in the record showing that the 2002 Special Committee made a formal recommendation to the Board regarding Friendly s
response to Blake s first demand letter. Nonetheless, on September 26, 2002, Parker sent plaintiff s counsel a letter declining the plaintiff s request
to inspect Friendly s records, and stating that a special committee of Friendly s Board of Directors comprised of three independent members of the
Board has reviewed the expenditures relating to the jet and determined that they were legitimate business expenses of Friendly s. [FN38] Parker
did not address in that letter the plaintiff s other concerns.

FN38. Exh. 54.
On January 2, 2003, Blake brought this shareholder derivative suit against Friendly and Smith. The first amended complaint, filed on February
26, 2003, contains four counts: breach of fiduciary duty (Count I), misappropriation of corporate assets (Count II), a request for declaratory
judgment that the plaintiff is entitled to inspect Friendly records relating to the Learjet and the Illinois office (Count III), and a claim that Smith
and Friendly are estopped from refusing to produce certain financial records concerning the aircraft (Count IV). On the defendants motion to
dismiss pursuant to Mass.R.Civ.P. 12(b)(6) and Mass.R.Civ.P. 23.1, the Court (Carhart, J.) dismissed the fourth count on October 28, 2003.

On January 31, 2003, at a special meeting, the Compensation Committee resolved to recommend to the Board that Friendly discontinue

incurring expenses related to the Illinois office. This came approximately one month after Smith informed Okscin that in February of 2002, he

had moved his principal residence from Illinois to Florida. When asked why the use of the Illinois office was discontinued, Okscin replied,
[Smith] wasn t living in Chicago any longer and the--the use of the office wasn t needed and it--it wasn t used anymore, I guess. [FN39]

FN39. Okscin dep. p. 143.
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On August 20, 2003, Ledsinger, Ezzes, Daly and Manning conducted a special meeting, referring to themselves as the independent members of
the Board. According to the minutes, Parker and Okscin

reviewed a proposal from TRC Realty LLC to extinguish the Corporation s obligations under the Aircraft Reimbursement Agreement
between TRC Realty LLC and the Corporation which agreement obligates the Corporation to share in the expenses of a corporate aircraft.
That day, the Board approved a payment not to exceed $900,000 ... to terminate the Aircraft Reimbursement Agreement with TRC Realty LLC
for the costs of the Learjet 45. The directors believed that Friendly had a commitment to share the cost of the Learjet for another six years and
viewed the payout as an attractive alternative. [FN40]

FN40. Daly dep. pp. 142-43.

In May of 2004, Blake offered to loan Friendly up to $50 million at 2% over the prime rate (adjustable), so long as the proceeds were used to
reduce debt. As consideration for this offer, Blake demanded that the Board address the improper payments that Friendly made to TRC ... for the
Learjet and the Illinois office, including, by way of reference to earlier correspondence, that Smith resign from the Board. [FN41] The Board
rejected the offer on the grounds that if Friendly were to pay down its mortgage debt as required by Blake s loan offer, it would incur a
prepayment penalty of up to $18 million, and that Friendly s $8.3 senior notes could not be prepaid until June 15, 2008. Additionally, Manning
was not willing to accept the offer, believing that it was not in Friendly s best interest because it would create a relationship with Blake which
could subject Friendly to undue influence. [FN42]

FN41. Exh. 92 attached to Manning affid.
FN42. Manning dep. p. 139.

Subsequently, the plaintiff moved to amend his complaint again. In his proposed complaint, Blake names as defendants Smith, individually and
as chairman of Friendly s Board, TRC, The Restaurant Holding Company, TRC Realty, LLC, and Ezzes, Ledsinger, Daly and Manning as
members of Friendly s Board. In Count I of the proposed complaint, Blake asserts that all of the directors violated their fiduciary duty by
ignoring and condoning improper actions between Friendly, Smith and TRC, and by exercising their authority as directors to condone and cover
up improper conduct. This allegation is exemplified in the proposed complaint by the attempt by the Board and the 2002 Special Committee to
dismiss Blake s action without conducting an independent investigation of related transactions with Smith and TRC, and the Board s approval of
payments to TRC for the Learjet after being on notice that Friendly had no obligation to make them. Count II alleges misappropriation of
corporate assets by Smith and TRC. Count III alleges that all of the Board members wasted corporate assets. Count IV asserts that the TRC
companies and Friendly s Board members aided, abetted, and directly participated in misappropriating corporate assets by exercising their
authority to consciously ignore, condone or cover up the improper transactions of Smith and TRC after actual or constructive notice of the
wrongdoing. Count V is for restitution and alleges unjust enrichment against Smith, the TRC companies, and some of the directors not specified.
In Count VI, Blake seeks declaratory relief against Smith and the Board members with respect to their allegedly improper activities, their duty to
disclose and their fiduciary duty.
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In addition to his claims regarding the Learjet and the Illinois office, Blake takes issue in his proposed amended complaint with several types of
transactions, including the following: (1) Friendly s payments to TRC s division, Foxtail Foods (Foxtail), for the purchase of certain food
products; (2) Friendly s real estate transactions involving Smith s sons; (3) Friendly s payment to TRC of management fees; and (4) Friendly s
rejection of Blake s loan offer.

On July 27, 2005, I denied, without prejudice, the plaintiff s motion to amend in the absence of a demand letter regarding the additional claims as
required by G.L.c. 156D, s.7.42. After filing the motion to amend but prior to entry of my order denying the plaintiff s motion to amend, on June
27, 2005, Blake sent a second demand letter to the Board pursuant to G.L.c. 156D, s.7.42. Blake s letter states that his lawsuit, his second demand
letter, and the proposed amendment to his complaint seek to redress two fundamental concerns. The first is that Smith has enriched himself by
shifting assets or income from Friendly to TRC or by shifting costs from TRC to Friendly. Blake explains in his demand letter that this category
of concern includes any and all conduct that shifts financial benefit from Friendly to TRC regardless of what form the transaction may

take including related party transactions [FN43] and conflict of interest transactions. Blake points to a non-exclusive list of three issues: (1) the
difference in the cost of goods sold margin of Friendly and TRC suggests that vendor arrangements (in which Friendly purchased food products
from Foxtail) were designed so that Friendly would subsidize TRC without full and fair consideration. (2) Friendly s financial statements
represent that it paid $12.3 million to TRC for airplane expenses, consulting fees, real estate transactions and food purchases between

1997-2003, yet TRC s financial statements represent that it only received $9.8 million in that period, while Smith was the chairman and CEO of
both companies. This discrepancy, asserts the plaintiff, has been ignored and left unexplained by the Board. (3) the Board inexplicably rejected
Blake s offer of a low-interest loan to pay off $50 million in high cost debt, and instead has opted to pay high interest rates, which suggests the
existence of an arrangement to favor TRC, Smith, or Ezzes, as some lenders and financial underwriters have conflicts of interest including
business relationships with Ezzes or investment relationships with TRC.

FN43. Ledsinger defined related party transactions in these words: usually it has to do with a transaction where there is an exchange of
goods or services or money from one entity to another where there s perhaps ownership or management ... It could be a public company
that has a director and that director has a business and that public company does business with the business that the director is involved
with ... Ledsinger dep. p. 29.
The second category of concern as described in Blake s demand letter relates to the Board s conduct which inappropriately shields or benefits Mr.
Smith and/or TRC in violation o