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MORTON'S RESTAURANT GROUP, INC.
3333 NEW HYDE PARK ROAD

NEW HYDE PARK, NEW YORK 11042
[ 1, 2002

Dear Stockholder:

You are cordially invited to attend a special meeting of stockholders of
Morton's Restaurant Group, Inc. ("Morton's") to be held at 9:00 a.m. (local
time) on [day], [ ] 2002, at [The Garden City Hotel, 45 Seventh
Street, Garden City, New York 11530].

At the special meeting, you will be asked to consider and vote upon a
proposal to approve and adopt the Agreement and Plan of Merger, dated as of
March 26, 2002, by and among Morton's Acquisition Company ("Morton's
Acquisition"), Morton's Holdings, LLC (formerly known as Morton's
Holdings, Inc., "Morton's Holdings") and Morton's, and to approve the merger
contemplated by the merger agreement. Morton's Holdings is wholly owned by
Castle Harlan Partners III, L.P. ("CHP"), a private investment fund that makes
investments identified by its affiliates. Under the merger agreement, Morton's
Acquisition, a wholly owned subsidiary of Morton's Holdings, will be merged with
and into Morton's, with Morton's as the surviving corporation. Upon completion
of the merger, each issued and outstanding share of Morton's common stock will
be converted into the right to receive $12.60 in cash without interest (other
than shares held by Morton's or any of Morton's subsidiaries, held in Morton's
treasury, or held by Morton's Holdings or Morton's Acquisition, or shares held
by Morton's stockholders who perfect their appraisal rights under Delaware law) .
Following completion of the merger, Morton's will continue its operations, but
as a privately held company.

The Board of Directors of Morton's formed a Special Committee, which is
composed of directors who are not officers or employees of Morton's, Morton's
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Holdings, Morton's Acquisition or CHP and who have no financial interest in the
proposed merger different from Morton's stockholders generally. The Special
Committee, acting with the advice and assistance of its own legal and financial
advisors, evaluated and negotiated the merger proposal, including the terms of
the merger agreement, with Morton's Holdings and Morton's Acquisition. The
Special Committee unanimously determined that the proposed merger and merger
agreement are fair to and in the best interests of Morton's and its
stockholders, approved the merger and the merger agreement and recommended to
the Board of Directors to approve and adopt the merger agreement and approve the
merger. The Board of Directors, based in part on the unanimous recommendation of
the Special Committee, has determined by the unanimous vote of those
participating that the merger is fair to and in the best interests of Morton's
and its stockholders and has approved and adopted the merger agreement and
approved the merger. THEREFORE, THE BOARD OF DIRECTORS, BASED ON THE UNANIMOUS
RECOMMENDATION OF THE SPECIAL COMMITTEE, RECOMMENDS THAT YOU VOTE FOR THE
APPROVAL AND ADOPTION OF THE MERGER AGREEMENT AND THE APPROVAL OF THE MERGER.

In reaching their decisions, the Board of Directors and the Special
Committee considered, among other things, the oral opinion, subsequently
confirmed by the written opinion, dated March 26, 2002, of Greenhill & Co., LLC,
the Special Committee's financial advisor. This opinion stated that, based on
and subject to the considerations, limitations, assumptions and qualifications
set forth in the opinion, as of March 26, 2002, the $12.60 per share cash
consideration to be received by Morton's stockholders in the proposed merger was
fair, from a financial point of view, to Morton's stockholders (other than
Morton's Holdings and its subsidiaries, including Morton's Acquisition, and CHP
and its affiliates). A copy of Greenhill's written opinion is attached to the
proxy statement as Appendix B and should be read in its entirety.

The enclosed proxy statement provides information about Morton's, Morton's
Holdings, Morton's Acquisition, certain of their affiliates, the merger
agreement, the proposed merger and the special meeting. A copy of the merger
agreement is attached to the proxy statement as Appendix A for your information.
You may obtain additional information about Morton's from documents filed with
the Securities and Exchange Commission. PLEASE READ THE ENTIRE PROXY STATEMENT
CAREFULLY, INCLUDING THE APPENDICES. IN PARTICULAR, BEFORE VOTING, YOU SHOULD
CAREFULLY CONSIDER THE DISCUSSION IN THE SECTION OF THE PROXY STATEMENT ENTITLED
"SPECIAL FACTORS."

YOUR VOTE IS VERY IMPORTANT. THE MERGER CANNOT BE COMPLETED UNLESS THE
HOLDERS OF A MAJORITY OF THE OUTSTANDING SHARES OF MORTON'S COMMON STOCK
ENTITLED TO VOTE APPROVE AND ADOPT THE MERGER AGREEMENT AND APPROVE THE MERGER.
WHETHER OR NOT YOU PLAN TO ATTEND THE SPECIAL MEETING, PLEASE COMPLETE, DATE,
SIGN AND RETURN THE ENCLOSED PROXY CARD. IF YOU COMPLETE, DATE, SIGN AND RETURN
YOUR PROXY CARD WITHOUT INDICATING HOW YOU WISH TO VOTE, YOUR PROXY WILL BE
COUNTED AS A VOTE IN FAVOR OF THE APPROVAL AND ADOPTION OF THE MERGER AGREEMENT
AND THE APPROVAL OF THE MERGER. IF YOU FAIL TO RETURN YOUR PROXY CARD AND FAIL
TO VOTE AT THE SPECIAL MEETING, THE EFFECT WILL BE THE SAME AS A VOTE AGAINST
THE APPROVAL AND ADOPTION OF THE MERGER AGREEMENT AND THE APPROVAL OF THE
MERGER. RETURNING THE PROXY CARD DOES NOT DEPRIVE YOU OF YOUR RIGHT TO ATTEND
THE SPECIAL MEETING AND VOTE YOUR SHARES IN PERSON.

Sincerely,

Allen J. Bernstein

Chairman of the Board,

President and Chief Executive Officer

New Hyde Park, New York

This proxy statement is dated [ , 2002] and is first being
mailed to stockholders of Morton's on or about [ , 20027.
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NEITHER THE SECURITIES AND EXCHANGE COMMISSION NOR ANY STATE SECURITIES
COMMISSION HAS APPROVED OR DISAPPROVED THIS TRANSACTION, PASSED UPON THE MERITS
OR FAIRNESS OF THIS TRANSACTION OR PASSED UPON THE ADEQUACY OR ACCURACY OF THE
INFORMATION CONTAINED IN THIS DOCUMENT. ANY REPRESENTATION TO THE CONTRARY IS A
CRIMINAL OFFENSE.

PRELIMINARY COPY, SUBJECT TO COMPLETION
DATED APRIL 16, 2002
[INSERT LOGO]

MORTON'S RESTAURANT GROUP, INC.
3333 NEW HYDE PARK ROAD
NEW HYDE PARK, NEW YORK 11042

NOTICE OF SPECIAL MEETING OF STOCKHOLDERS
TO BE HELD ON [ , 2002]

To the Stockholders of
Morton's Restaurant Group, Inc.:

Notice is hereby given that a special meeting of stockholders of Morton's
Restaurant Group, Inc., a Delaware corporation ("Morton's"), will be held at
[The Garden City Hotel, 45 Seventh Street, Garden City, New York 11530], at
9:00 a.m. (local time) on [ , 2002], for the following purposes:

1. To consider and vote upon a proposal to approve and adopt the
Agreement and Plan of Merger, dated as of March 26, 2002, by and among
Morton's Holdings, LLC (formerly known as Morton's Holdings, Inc., "Morton's
Holdings"), Morton's Acquisition Company ("Morton's Acquisition™) and
Morton's, and to approve the merger contemplated by the merger agreement.
Morton's Holdings is wholly owned by Castle Harlan Partners III, L.P., a
private investment fund that makes investments identified by its affiliates.
Under the merger agreement, Morton's Acquisition, a wholly owned subsidiary
of Morton's Holdings, will be merged with and into Morton's, with Morton's
as the surviving corporation. Upon completion of the merger, each issued and
outstanding share of Morton's common stock will be converted into the right
to receive $12.60 in cash without interest (other than shares held by
Morton's or any of Morton's subsidiaries, held in Morton's treasury, or held
by Morton's Holdings or Morton's Acquisition, or shares held by Morton's
stockholders who perfect their appraisal rights under Delaware law) .

2. To consider and vote upon such other matters as may properly come
before the special meeting, including the approval of any adjournment of the
special meeting solely for the purpose of soliciting additional proxies in
favor of proposal 1, if necessary.

Only holders of record of Morton's common stock at the close of business on
[ , 2002], the record date, are entitled to notice of, and to vote
at, the special meeting or any adjournments or postponements thereof.

THE BOARD OF DIRECTORS, BASED IN PART ON THE UNANIMOUS RECOMMENDATION OF THE
SPECIAL COMMITTEE, HAS DETERMINED BY THE UNANIMOUS VOTE OF THOSE PARTICIPATING
THAT THE MERGER IS FAIR TO AND IN THE BEST INTERESTS OF MORTON'S AND ITS
STOCKHOLDERS AND HAS APPROVED AND ADOPTED THE MERGER AGREEMENT AND APPROVED THE
MERGER. THEREFORE, THE BOARD OF DIRECTORS, BASED ON THE UNANIMOUS RECOMMENDATION
OF THE SPECIAL COMMITTEE, RECOMMENDS THAT YOU VOTE FOR THE APPROVAL AND ADOPTION
OF THE MERGER AGREEMENT AND THE APPROVAL OF THE MERGER.
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Stockholders of Morton's who do not vote in favor of the approval and
adoption of the merger agreement and the approval of the merger will have the
right to seek appraisal of the fair value of their shares of Morton's common
stock if the merger is completed, but only if they submit a written demand for
an appraisal before the vote is taken on the merger agreement and the merger and
they comply with Delaware law as explained in the accompanying proxy statement.

YOUR VOTE IS VERY IMPORTANT. THE MERGER CANNOT BE COMPLETED UNLESS THE
HOLDERS OF A MAJORITY OF THE OUTSTANDING SHARES OF MORTON'S COMMON STOCK
ENTITLED TO VOTE APPROVE AND ADOPT THE MERGER AGREEMENT AND APPROVE THE MERGER.
EVEN IF YOU PLAN TO ATTEND THE SPECIAL MEETING IN PERSON, PLEASE COMPLETE, DATE,
SIGN AND RETURN THE ENCLOSED PROXY CARD TO ENSURE THAT YOUR SHARES WILL BE
REPRESENTED AT THE SPECIAL MEETING. A RETURN ENVELOPE (WHICH IS POSTAGE PREPAID
IF MAILED IN THE UNITED STATES) IS ENCLOSED FOR THAT PURPOSE. IF YOU ATTEND THE
SPECIAL MEETING AND WISH TO VOTE IN PERSON, YOU MAY WITHDRAW YOUR PROXY AND VOTE
IN PERSON. PLEASE NOTE, HOWEVER, THAT IF YOUR SHARES ARE HELD OF RECORD BY A
BROKER, BANK OR OTHER NOMINEE AND YOU WISH TO VOTE AT THE SPECIAL MEETING, YOU
MUST OBTAIN FROM THE RECORD HOLDER A PROXY ISSUED IN YOUR NAME.

The merger is described in the accompanying proxy statement, which you are
urged to read carefully. A copy of the merger agreement is attached to the
accompanying proxy statement as Appendix A for your information.

By Order of the Board of Directors,

Agnes Longarzo
Secretary

New Hyde Park, New York

[ , 2002]
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iii
SUMMARY TERM SHEET

This Summary Term Sheet highlights selected information contained in the
proxy statement and may not contain all of the information that is important to
you. You are urged to read the entire proxy statement carefully, including the
appendices. In the proxy statement, the terms Morton's and the Company refer to
Morton's Restaurant Group, Inc.

— STOCKHOLDER VOTE--You are being asked to consider and vote upon a proposal
to approve and adopt the Agreement and Plan of Merger, dated as of
March 26, 2002, by and among Morton's Acquisition Company, Morton's
Holdings, LLC (formerly known as Morton's Holdings, Inc.) and Morton's,
and the merger contemplated by the merger agreement. Under the merger
agreement, Morton's Acquisition will be merged into Morton's, with
Morton's as the surviving corporation. Approval and adoption of the merger
agreement and approval of the merger require the affirmative vote of the
holders of a majority of the outstanding shares of Morton's common stock.
See "The Special Meeting" beginning on page 16.

- PAYMENT--Upon completion of the merger, you will be entitled to receive
$12.60 in cash, without interest, for each share of Morton's common stock
that you own. You will not own any shares of Morton's common stock or any
other interest in Morton's after completion of the merger. Each
outstanding option to purchase shares of Morton's common stock will be
canceled at the effective time of the merger, and each option holder will
be entitled to receive a cash payment, without interest, equal to the
difference between $12.60 and the exercise price of the option, multiplied
by the number of shares subject to the option. Options with an exercise
price equal to or greater than $12.60 per share, however, will be canceled
at the effective time of the merger without any payment or other
consideration. See "The Merger Agreement" beginning on page 66.

— SPECIAL COMMITTEE--The Special Committee is a committee of Morton's Board
of Directors that, with the advice and assistance of its own legal and
financial advisors, evaluated and negotiated the merger proposal,
including the terms of the merger agreement, with Morton's Holdings and
Morton's Acquisition. The Special Committee consists solely of directors
who are not officers or employees of Morton's or of Morton's Holdings,
Morton's Acquisition or CHP and who have no financial interest in the
proposed merger different from Morton's stockholders generally. The
members of the Special Committee are Robert L. Barney, Lee M. Cohn
(Chairman) and Alan A. Teran.

— MORTON'S HOLDINGS--Morton's Holdings is Morton's Holdings, LLC, a newly
formed Delaware limited liability company wholly owned by Castle Harlan
Partners III, L.P., referred to as CHP, a private investment fund,
organized as a Delaware limited partnership, that makes investments
identified by its affiliates. See "The Participants" beginning on
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— MORTON'S ACQUISITION--Morton's Acquisition is Morton's Acquisition
Company, a newly formed Delaware corporation and a wholly owned subsidiary
of Morton's Holdings, LLC. See "The Participants" beginning on page 18.

— FAIRNESS OF THE MERGER--The Special Committee and, based in part upon the
unanimous recommendation of the Special Committee, the Board of Directors
of Morton's have each determined that the terms of the merger agreement
and the proposed merger are fair to and in the best interests of Morton's
and its stockholders. See "Special Factors——-Reasons for the Recommendation
of the Special Committee and the Board of Directors" beginning on
page 38.

TAX CONSEQUENCES--Generally, the merger will be taxable for U.S. federal
income tax purposes for Morton's stockholders. You will recognize taxable
gain or loss in the amount of the difference between $12.60 and your
adjusted tax basis for each share of Morton's common stock

that you own. See "Special Factors—--Material U.S. Federal Income Tax
Consequences" beginning on page 62.

CONDITIONS--The merger agreement and the merger are subject to approval by
the holders of a majority of the outstanding shares of Morton's common
stock, as well as other conditions, including that the parties obtain
required governmental consents and approvals (including liquor licenses
necessary to maintain continuity of service of alcoholic beverages
post-merger), that no court or governmental entity has imposed an order or
injunction prohibiting the merger, that Morton's has achieved a minimum
level of earnings, that Morton's has received identified third party
consents and approvals (including with respect to mortgage financing and
equipment leasing contracts) and that no event has occurred that has
resulted in or would reasonably be likely to result in a material adverse
effect on Morton's. See "The Merger Agreement--Conditions to Completing
the Merger" beginning on page 77.

AFTER THE MERGER--Upon completion of the merger, Morton's Holdings will
own 100% of Morton's. You will cease to have ownership interests in
Morton's or rights as Morton's stockholders, and, as a result, if the
merger is completed, you will not participate in any future earnings,
losses, growth or decline of Morton's. See "Special Factors--Effects of
the Merger; Plans or Proposals After the Merger" beginning on page 54.

QUESTIONS AND ANSWERS ABOUT THE MERGER

WHAT AM I BEING ASKED TO VOTE UPON? (see page 16)

You are being asked to consider and vote upon a proposal to
approve and adopt the merger agreement and to approve the
merger contemplated by the merger agreement. Under the
merger agreement, Morton's Acquisition will be merged with
and into Morton's, with Morton's as the surviving
corporation. Morton's Acquisition is a newly formed Delaware
corporation that is wholly owned by Morton's Holdings, a
newly formed Delaware limited liability company. If the
merger agreement and the merger are approved and adopted and
the merger is completed, Morton's will no longer be a
publicly held corporation, and you will no longer own
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Morton's common stock.
WHAT WILL I RECEIVE IN THE MERGER? (see page 66)

Upon completion of the merger, you will be entitled to
receive $12.60 in cash, without interest, for each issued
and outstanding share of Morton's common stock.

WHY IS THE BOARD OF DIRECTORS RECOMMENDING THAT I VOTE IN
FAVOR OF THE MERGER AGREEMENT AND THE MERGER? (see page 38)

In the opinion of the Board of Directors, the merger is fair
to and in the best interests of Morton's and its
stockholders. The Board of Directors has based this opinion,
in part, on (1) the unanimous recommendation of the Special
Committee of the Board of Directors, which consists solely
of directors who are not officers or employees of Morton's,
Morton's Holdings, Morton's Acquisition or CHP and who have
no financial interest in the proposed merger different from
Morton's stockholders generally, that the Board of Directors
approve and adopt the merger agreement and approve the
merger and (2) the oral opinion, subsequently confirmed by
the written opinion, dated March 26, 2002, of Greenhill &
Co., LLC, the Special Committee's financial advisor, that,
based on and subject to the considerations, limitations,
assumptions and qualifications set forth in the opinion, as
of March 26, 2002, the $12.60 per share cash consideration
to be received by Morton's stockholders in the proposed
merger was fair, from a financial point of view, to Morton's
stockholders (other than Morton's Holdings and its
subsidiaries, including Morton's Acquisition, and CHP and
its affiliates). THEREFORE, THE BOARD OF DIRECTORS
RECOMMENDS THAT YOU VOTE FOR THE APPROVAL AND ADOPTION OF
THE MERGER AGREEMENT AND THE APPROVAL OF THE MERGER. Because
of their affiliation with CHP, directors John K. Castle and
David B. Pittaway did not participate in or vote at the
meeting of the Board of Directors on

March 26, 2002 at which the Board of Directors discussed and
approved the merger agreement and the merger. They also were
not present during any deliberations of the Board of
Directors at which Morton's strategic alternatives were
discussed from the time that affiliates of Morton's Holdings
began exploring a possible transaction with Morton's in
August 2001.

ARE THERE RISKS TO BE CONSIDERED? (see page 54)

Under the terms of the merger agreement, the cash
consideration of $12.60 per share will not change even if
the market price of our common stock changes before the
merger is completed. Additionally, if the merger is
completed, public stockholders of Morton's will not
participate in any future earnings, losses, growth or
decline of Morton's. For other factors to be considered, see
"Special Factors," particularly "--Effects of the Merger;
Plans or Proposals After the Merger" and "--Interests of

10
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Morton's Directors and Officers in the Merger."
WHEN DO YOU EXPECT THE MERGER TO BE COMPLETED?

The parties to the merger agreement are working toward
completing the merger as quickly as possible. If Morton's
stockholders approve the merger agreement and the other
conditions to the merger are satisfied or waived, the merger
is expected to be completed in the summer of 2002.

WHAT ARE THE U.S. FEDERAL INCOME TAX CONSEQUENCES OF THE
MERGER TO ME? (see page 62)

The receipt of cash for shares of common stock in the merger
will be a taxable transaction for U.S. federal income tax
purposes and may also be a taxable transaction under
applicable state, local, foreign or other tax laws.
Generally, you will recognize gain or loss for these
purposes equal to the difference between $12.60 per share
and your tax basis for the shares of common stock that you
owned immediately before completion of the merger. For U.S.
federal income tax purposes, this gain or loss generally
would be a capital gain or loss if you held the shares of
common stock as a capital asset.

TAX MATTERS ARE VERY COMPLEX, AND THE TAX CONSEQUENCES OF
THE MERGER TO YOU WILL DEPEND ON THE FACTS OF YOUR OWN
SITUATION. YOU SHOULD CONSULT YOUR TAX ADVISOR FOR A FULL
UNDERSTANDING OF THE TAX CONSEQUENCES OF THE MERGER TO YOU.

WHEN AND WHERE IS THE SPECIAL MEETING?

The special meeting of Morton's stockholders will be held at
[The Garden City Hotel, 45 Seventh Street, Garden City, New
York 11530], at 9:00 a.m. (local time) on [ ,
20027 .

WHO CAN VOTE ON THE MERGER AGREEMENT?

Holders of Morton's common stock at the close of business on
[ , 2002], the record date for the special
meeting, may vote in person or by proxy on the merger
agreement and the merger at the special meeting.

WHAT VOTE IS REQUIRED TO APPROVE AND ADOPT THE MERGER
AGREEMENT AND TO APPROVE THE MERGER?

The approval and adoption of the merger agreement and the
approval of the merger require the affirmative vote of the
holders of at least a majority of the outstanding shares of
Morton's common stock. The executive officers of Morton's,
owning an aggregate of approximately [6.80]% of Morton's
common stock, have indicated to us that they intend to vote
in favor of the merger agreement and the merger.

WHAT DO I NEED TO DO NOW?

You should read this proxy statement carefully, including
its appendices, and consider how the merger affects you.
Then, mail your completed, dated and signed proxy card in
the enclosed return envelope as soon as possible so that
your shares can be voted at the special meeting of Morton's
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stockholders.
WHAT HAPPENS IF I DO NOT RETURN A PROXY CARD?

The failure to return your proxy card will have the same
effect as voting against the merger agreement and the
merger.

MAY I VOTE IN PERSON?

Yes. You may attend the special meeting of Morton's
stockholders and vote your shares in person whether or not
you sign and return your proxy card. If your shares are held
of record by a broker, bank or other nominee and you wish to
vote at the special meeting, you must obtain a proxy from
the record holder.

MAY I CHANGE MY VOTE AFTER I HAVE MAILED MY SIGNED PROXY
CARD?

Yes. You may change your vote at any time before your proxy
card is voted at the special meeting. You can do this in one
of three ways. First, you can send a written notice stating
that you would like to revoke your proxy. Second, you can
complete and submit a new proxy card. Third, you can attend
the special meeting and vote in person. Your attendance
alone will not revoke your proxy. If you have instructed a
broker to vote your shares, you must follow directions
received from your broker to change those instructions.

IF MY SHARES ARE HELD IN "STREET NAME" BY MY BROKER, WILL MY
BROKER VOTE MY SHARES FOR ME?

Your broker will not be able to vote your shares without
instructions from you. You should instruct your broker to
vote your shares, following the procedures provided by your
broker.

SHOULD I SEND IN MY STOCK CERTIFICATES NOW?

No. After the merger is completed, you will receive written
instructions for exchanging your shares of Morton's common
stock for a cash payment of $12.60 per share, without
interest.

WHAT RIGHTS DO I HAVE TO SEEK AN APPRAISAL OF MY SHARES?
(see page 63)

If you wish, you may seek an appraisal of the fair value of
your shares, but only if you comply with all requirements of
Delaware law as described on pages 63 through 66 and in
Appendix C of this proxy statement. Depending upon the
determination of the Delaware Court of Chancery, the
appraised fair value of your shares of Morton's common
stock, which you will receive if you seek an appraisal, may
be less than, equal to or more than the $12.60 per share to
be paid in the merger.
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Q: WHO CAN HELP ANSWER MY QUESTIONS?

A: The information provided above in question-and-answer format
is for your convenience only and is merely a summary of the
information contained in this proxy statement. You should
carefully read the entire proxy statement, including the
appendices. If you would like additional copies, without
charge, of this proxy statement or if you have questions
about the merger, including the procedures for voting your
shares, you should contact:

Morton's Restaurant Group, Inc.
Attention: Thomas J. Baldwin

3333 New Hyde Park Road

New Hyde Park, New York 11042

Telephone: (516) 627-1515

OR

Georgeson Shareholder Communications Inc.
17 State Street, 10th Floor

New York, New York 10004

Telephone: (866) 300-8590

SUMMARY

This summary highlights selected information from this proxy statement and
may not contain all of the information that is important to you. For a more
complete understanding of the merger, you should carefully read this entire
document and the documents that it references. In particular, you should read
the documents that are part of the proxy statement, including the merger
agreement that is attached to the proxy statement as Appendix A for your
information. In addition, important information about Morton's is provided in
the Annual Report on Form 10-K for the fiscal year ended December 30, 2001,
included as Appendix F to the proxy statement. Page references are included in
parentheses at various points in this summary to direct you to a more detailed
description in the proxy statement of the topics presented.

THE MERGER (see page 66)

Under the merger agreement, Morton's Acquisition will merge with and into
Morton's, and each issued and outstanding share of Morton's common stock will be
converted into the right to receive $12.60 in cash, without interest (other than
shares held by Morton's or any of Morton's subsidiaries, held in Morton's
treasury, or held by Morton's Holdings or Morton's Acquisition, or shares held
by Morton's stockholders who perfect their appraisal rights under Delaware law) .
Each outstanding option to purchase shares of Morton's common stock will be
canceled at the effective time of the merger, and each option holder will be
entitled to receive a cash payment, without interest, equal to the difference
between $12.60 and the exercise price of the option, multiplied by the number of
shares subject to the option. Options with an exercise price equal to or greater
than $12.60 per share, however, will be canceled at the effective time of the
merger without any payment or other consideration. The merger will become
effective upon the filing of a certificate of merger with the Secretary of State
of the State of Delaware. The parties intend to complete the merger as soon as
practicable once all conditions to the merger have been satisfied or waived,
which they anticipate will be in the summer of 2002. Upon completion of the
merger, Morton's will be the surviving corporation and will be a wholly-owned
subsidiary of Morton's Holdings, and Morton's Acquisition will cease to exist.
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THE PARTICIPANTS (see page 18)
Morton's Restaurant Group, Inc.

Morton's owns and operates 61 Morton's of Chicago Steakhouse restaurants and
4 Bertolini's Authentic Trattoria restaurants. These concepts appeal to a broad
spectrum of consumer tastes and target separate price points and dining
experiences. Morton's provides strategic support and direction to its subsidiary
companies and evaluates and analyzes potential locations for new restaurants.
Morton's was incorporated in Delaware in October 1988 and its executive offices
are located at 3333 New Hyde Park Road, New Hyde Park, New York 11042.
Information about the directors and executive officers of Morton's is set forth
in Appendix D to this proxy statement.

Morton's Holdings, LLC and
Morton's Acquisition Company

Morton's Holdings, LLC, referred to as Morton's Holdings, is a Delaware
limited liability company that is wholly owned by its sole member, Castle Harlan
Partners III, L.P., referred to as CHP. Morton's Holdings was originally formed
as a Delaware corporation under the name of "Morton's Holdings, Inc." and was
recently converted into a Delaware limited liability company. Morton's
Acquisition Company, referred to as Morton's Acquisition, is a Delaware
corporation that is wholly owned by Morton's Holdings. Both Morton's Holdings
and Morton's Acquisition were formed solely for purposes of completing the
merger and have not participated in any activities to date other than those
incident to their formation and the transactions contemplated by the merger
agreement. Morton's Holdings and Morton's Acquisition were incorporated in
Delaware in March 2002. Morton's Holdings was converted into a Delaware limited
liability company in April 2002. Additional information about Morton's Holdings
and Morton's Acquisition and information about the directors and executive
officers of Morton's Holdings and Morton's Acquisition is set forth in
Appendix E to this proxy statement.

Castle Harlan Partners III, L.P.

Castle Harlan Partners III, L.P., referred to as CHP, is a private
investment fund, organized as a limited partnership under the laws of the State
of Delaware, which makes investments identified by its affiliates. CHP and its
affiliates have approximately $630 million of committed capital. Since 1987, CHP
and its predecessor investment funds have completed acquisitions of
approximately $5 billion. CHP and its affiliates are highly experienced
investors that have successfully completed 35 transactions in a wide variety of
industries, including aviation services, consumer products, energy services,
general manufacturing and restaurants. John K. Castle and David B. Pittaway are
executive officers of certain affiliates of CHP and are members of the Board of
Directors of Morton's. Additional information about CHP is set forth in
Appendix E to this proxy statement.

REASONS FOR THE RECOMMENDATION OF THE SPECIAL COMMITTEE AND THE BOARD OF
DIRECTORS (see page 38)

The Board of Directors of Morton's formed a Special Committee, which is
composed of directors who are not officers or employees of Morton's, Morton's
Holdings, Morton's Acquisition or CHP and who have no financial interest in the
proposed merger different from Morton's stockholders generally. The Special
Committee, acting with the advice and assistance of its own legal and financial
advisors, evaluated and negotiated the merger proposal, including the terms of
the merger agreement, with Morton's Holdings and Morton's Acquisition. The
Special Committee unanimously determined that the proposed merger and merger

14



Edgar Filing: MORTONS RESTAURANT GROUP INC - Form PREM14A

agreement are fair to and in the best interests of Morton's and its
stockholders, approved the merger and the merger agreement and recommended to
the Board of Directors to approve and adopt the merger agreement and approve the
merger. The Board of Directors, based in part on the unanimous recommendation of
the Special Committee, has determined by unanimous vote of those participating
that the merger is fair to and in the best interests of Morton's and its
stockholders and has approved and adopted the merger agreement and approved the
merger. THEREFORE, THE BOARD OF DIRECTORS, BASED ON THE UNANIMOUS RECOMMENDATION
OF THE SPECIAL COMMITTEE, RECOMMENDS THAT YOU VOTE FOR THE APPROVAL AND ADOPTION
OF THE MERGER AGREEMENT AND THE APPROVAL OF THE MERGER. Each of the Board of
Directors and the Special Committee based its decision on a number of factors,
including the oral opinion, subsequently confirmed by the written opinion, dated
March 26, 2002, of Greenhill & Co., LLC, the Special Committee's financial
advisor, referred to as Greenhill, that, based on and subject to the
considerations, limitations, assumptions and qualifications set forth in the
opinion, as of March 26, 2002, the $12.60 per share cash consideration to be
received by Morton's stockholders in the proposed merger was fair, from a
financial point of view, to Morton's stockholders (other than Morton's Holdings
and its subsidiaries, including Morton's Acquisition, and CHP and its
affiliates).

Because of their affiliation with CHP, directors John K. Castle and David B.
Pittaway did not participate in or vote at the meeting of the Board of Directors
on March 26, 2002 at which the Board of Directors discussed and approved the
merger agreement and the merger. They also were not present during any
deliberations of the Board of Directors at which Morton's strategic alternatives
were discussed from the time that affiliates of Morton's Holdings began
exploring a possible transaction with Morton's in August 2001.

POSITION OF MORTON'S HOLDINGS, MORTON'S ACQUISITION AND CHP AS TO THE FAIRNESS
OF THE MERGER (see page 44)

FEach of Morton's Holdings, Morton's Acquisition and CHP believes that the
consideration to be received in the merger by Morton's stockholders is fair to
such stockholders from a financial point of view and that the merger is
procedurally fair to Morton's stockholders.

OPINION OF FINANCIAL ADVISOR TO THE SPECIAL COMMITTEE (see page 48)

In deciding to approve the terms of the merger agreement and the merger, one
of the factors that the Board of Directors and the Special Committee considered
was the oral opinion, subsequently confirmed by the written opinion, dated
March 26, 2002, of Greenhill, the Special Committee's

financial advisor, that, based on and subject to the considerations,
limitations, assumptions and qualifications set forth in the opinion, as of
March 26, 2002, the $12.60 per share cash consideration to be received by
Morton's stockholders in the proposed merger was fair, from a financial point of
view, to Morton's stockholders (other than Morton's Holdings and its
subsidiaries, including Morton's Acquisition, and CHP and its affiliates). The
complete Greenhill opinion, including applicable considerations, limitations,
assumptions and qualifications, describes the basis for the opinion and is
attached as Appendix B to this proxy statement. YOU ARE URGED TO READ THE ENTIRE
OPINION CAREFULLY. GREENHILL'S OPINION WAS ADDRESSED TO THE SPECIAL COMMITTEE
AND THE BOARD OF DIRECTORS FOR THE PURPOSES OF THEIR EVALUATION OF THE MERGER
AND DOES NOT CONSTITUTE A RECOMMENDATION TO ANY MORTON'S STOCKHOLDER AS TO HOW
TO VOTE WITH RESPECT TO THE PROPOSED MERGER.

INTERESTS OF MORTON'S DIRECTORS AND OFFICERS IN THE MERGER (see page 56)
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The merger is not conditioned on any agreement or transaction with the
current management of Morton's. Prior to the execution of the merger agreement,
neither Morton's Holdings nor any of its affiliates (including Messrs. Castle
and Pittaway) had any discussions or negotiations with the executive officers of
Morton's regarding any proposed changes to their employment or other
compensation arrangements or the terms of any investment in Morton's Holdings or
Morton's following the completion of the merger. When considering the
recommendation of the Board of Directors that you vote for approval and adoption
of the merger agreement and approval of the merger, however, you should be aware
that a number of Morton's directors and officers have interests in the merger
that are different from, or in addition to, yours. These interests include the
following:

- John K. Castle and David B. Pittaway are executive officers of certain
affiliates of CHP, and each has an indirect financial interest in Morton's
Holdings;

- the merger agreement provides that the current officers of Morton's,
including Allen J. Bernstein and Thomas J. Baldwin, will continue as the
officers of Morton's immediately following the merger until their
successors are duly elected or appointed and qualified or until their
earlier death, resignation or removal;

— Allen J. Bernstein, Thomas J. Baldwin, John K. Castle, Lee M. Cohn, Alan
A. Teran, Dr. John J. Connolly and David B. Pittaway also serve on the
boards of directors of one or more private companies controlled by CHP and
its affiliates. Dr. Connolly and Mr. Castle are principals in several
medical publishing ventures. Dianne H. Russell is also an officer of one
of the Company's lenders;

— Morton's Holdings has informed Morton's that Morton's Holdings intends to
offer to certain senior employees, including Allen J. Bernstein and Thomas
J. Baldwin, the opportunity to subscribe for equity interests in Morton's
Holdings of up to an aggregate of approximately 7.5% of the total equity
interests of Morton's Holdings. It is expected that the subscription by
these individuals for equity interests in Morton's Holdings, if any, would
be on substantially the same terms as the subscription by CHP for equity
interests in Morton's Holdings at the time of completion of the merger.
Any such investment will reduce, on a dollar-for-dollar basis, the amount
of cash merger consideration to be received by any such individual in
exchange for such individual's shares of Morton's common stock in the
merger. The identity of the individuals who may subscribe for equity
interests in Morton's Holdings, and the percentage ownership of Morton's
Holdings that such individuals may hold following the merger in this
connection (not to exceed 7.5% in the aggregate), may vary and may not be
finally determined until shortly prior to completion of the merger. The
opportunities to invest in Morton's Holdings provides these individuals
with interests in the merger that are different from, or in addition to,
your interests as a Morton's stockholder;

- Morton's Holdings has informed Morton's that Morton's Holdings expects
that, following completion of the merger, an aggregate of approximately
10-15% of the common equity interests of Morton's Holdings will be
reserved pursuant to an employee equity incentive program that

7

provides for the issuance to employees of the surviving corporation of
options to purchase equity interests in Morton's Holdings and/or
restricted equity interests in Morton's Holdings. Morton's Holdings has
not determined the details of the employee equity incentive program and
has not determined who may be eligible to participate in the program or
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the conditions for eligibility for and vesting of such awards;

— there are currently no plans, proposals or negotiations that relate to, or
would result in, a change in the terms of the employment or other
compensation arrangements of Morton's executive officers. All of these
employment or other compensation arrangements were entered into prior to,
and not in anticipation of, the negotiation of the merger agreement;

— pursuant to change of control agreements that were entered into prior to,
and not in anticipation of, the negotiation of the merger agreement, each
of the seven executive officers will receive payments of up to three times
their current compensation, which amounts range from approximately
$440,000 to approximately $4,546,000, if their employment is terminated
within three years of the merger by the employee for good reason or by the
employer without cause;

— all options for shares of Morton's common stock, specifically options for
843,475 shares held by Morton's executive officers and options for 298,799
shares held by other Morton's employees, will be fully vested immediately
prior to the effective time of the merger; and

- the merger agreement provides, as is customary for transactions of this
type, that indemnification and insurance arrangements will be maintained
for Morton's directors and officers.

Upon consummation of the merger, it is expected that Castle Harlan, Inc., an
affiliate of CHP which identifies and manages investments on behalf of certain
affiliated private investment funds, will enter into a consulting agreement with
Morton's. Pursuant to the consulting agreement, Morton's will agree to pay
Castle Harlan, Inc. an annual fee for management and consulting services to be
rendered to Morton's following the merger in an amount of up to $2.8 million per
year, subject to certain performance-based conditions being satisfied. The first
such annual fee in the amount of approximately $2.8 million will be paid in
advance to Castle Harlan, Inc. upon completion of the merger.

MERGER FINANCING (see page 60)

Morton's and Morton's Holdings estimate that the total amount of new funds
necessary to consummate the merger and related transactions will be
approximately $74.0 million. Approximately $10.0 million of this amount will be
used to retire existing bank debt of Morton's, and the remainder will be used to
pay the merger consideration and to pay fees and expenses necessary to complete
the merger and related transactions. CHP has committed to provide $74.0 million
of equity financing to Morton's Holdings at the time of completion of the
Merger. CHP and Morton's Holdings have agreed not to amend, modify or terminate
that commitment in any respect that would adversely affect the probability that
the transactions contemplated by the merger agreement will close, or that will
delay the closing, without the prior written consent of Morton's (which consent
requires the approval of the Special Committee).

Completion of the merger is not contingent on obtaining any additional
financing (other than the repayment of $10.0 million of bank debt contemplated
by the amendment to the credit agreement described below) to repay Morton's
existing bank debt. Morton's Holdings has negotiated on behalf of Morton's, and
Morton's and its bank lenders have executed, an amendment (which will only
become binding and effective concurrently with completion of the merger) to
Morton's credit agreement to allow the merger to take place. The amendment is
subject to completion of the merger, repayment of $10.0 million of bank debt and
other customary conditions for amendments of this type.

THE SPECIAL MEETING (see page 16)
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TIME, DATE AND PLACE. A special meeting of the stockholders of Morton's
will be held at [The Garden City Hotel, 45 Seventh Street, Garden City, New York
115301, at 9:00 a.m. (local time) on

[ , 2002], to consider and vote upon the proposal to approve and
adopt the merger agreement and approve the merger.

RECORD DATE AND VOTING INFORMATION. You are entitled to vote at the special
meeting if you owned shares of Morton's common stock at the close of business on
[record date], which is the record date for the special meeting. You will have
one vote at the special meeting for each share of Morton's common stock you
owned at the close of business on the record date. On the record date, there
were [number] shares of Morton's common stock entitled to be voted at the
special meeting.

REQUIRED VOTE. The approval and adoption of the merger agreement and the
approval of the merger require the affirmative vote of the holders of a majority
of the shares of Morton's common stock outstanding at the close of business on
the record date. Abstentions and broker non-votes are equivalent to votes cast
against the proposal.

SHARES HELD BY MANAGEMENT. The executive officers of Morton's collectively
hold, as of the record date, approximately [6.80%] of the Company's outstanding
common stock. These stockholders have indicated to Morton's their intention to
vote their shares in favor of approving and adopting the merger agreement and
approving the merger.

APPRAISAL RIGHTS (see page 63)

Morton's is a corporation organized under Delaware law. Under Delaware law,
if you do not vote in favor of the merger and instead follow the appropriate
procedures for demanding appraisal rights as described on pages 63 through 66
and in Appendix C, you will receive a cash payment for the "fair value" of your
shares of Morton's common stock, as determined by the Delaware Court of
Chancery. The price determined by the Delaware Court of Chancery may be less
than, equal to or more than the $12.60 in cash you would have received for each
of your shares in the merger if you had not exercised your appraisal rights.
Generally, in order to exercise appraisal rights, among other things:

- you must not vote for approval and adoption of the merger agreement and
approval of the merger; and

- you must make written demand for appraisal in compliance with Delaware law
before the vote on the merger agreement and the merger.

Merely voting against the merger agreement and the merger will not perfect
your appraisal rights under Delaware law. Appendix C to this proxy statement
contains the Delaware statute relating to your appraisal rights. IF YOU WANT TO
EXERCISE YOUR APPRAISAL RIGHTS, PLEASE READ AND CAREFULLY FOLLOW THE PROCEDURES
DESCRIBED ON PAGES 63 THROUGH 66 AND IN APPENDIX C. FAILURE TO TAKE ALL OF THE
STEPS REQUIRED UNDER DELAWARE LAW MAY RESULT IN THE LOSS OF YOUR APPRAISAL
RIGHTS.

THE MERGER AGREEMENT (see page 66)

The merger agreement, including the conditions to the closing of the merger,
is described on pages 66 through 82 and is attached to this proxy statement as
Appendix A for your information. You should read carefully the entire merger
agreement as it is the legal document that governs the merger.
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CONDITIONS TO COMPLETING THE MERGER (see page 77)

The merger agreement and the merger are subject to approval by the holders
of a majority of the outstanding shares of Morton's common stock, as well as
other conditions, including that the parties obtain required governmental
consents and approvals (including liquor licenses necessary to maintain
continuity of service of alcoholic beverages post-merger), that no court or
governmental entity has imposed an order or injunction prohibiting the merger,
that Morton's has achieved a minimum level of earnings, that Morton's has
received identified third party consents and approvals (including with respect
to certain mortgage financing and equipment leasing contracts) and that no event
has occurred that has resulted in or would reasonably be likely to result in a
material adverse effect on Morton's.

LIMITATION ON CONSIDERING OTHER ACQUISITION PROPOSALS (see page 73)

Morton's has agreed that it, including its subsidiaries, its affiliates and
each of its and their respective officers, directors, employees,
representatives, consultants, investment bankers, attorneys, accountants and
other agents, will not take specified actions relating to other proposals to
acquire Morton's, including that it will not encourage, solicit, initiate or
facilitate, directly or indirectly, the making or submission of any acquisition
proposal or except in accordance with the terms of the merger agreement as
described below, enter into any agreement, arrangement or understanding with
respect to any acquisition proposal, or to agree to approve or endorse any
acquisition proposal or enter into any agreement, arrangement or understanding
that would require Morton's to abandon, terminate or fail to consummate the
merger or any other transaction contemplated by the merger agreement.

So long as Morton's has not breached the applicable provisions of the merger
agreement, prior to the special meeting, Morton's, in response to an unsolicited
acquisition proposal, may, subject to compliance with certain conditions, take
specified actions, including, if the acquisition proposal is or is reasonably
likely to lead to a superior proposal (as defined in the merger agreement),
requesting clarifications from, or furnishing information to, and if the
acquisition proposal is a superior proposal, participating in discussions with,
any person making such unsolicited acquisition proposal.

Morton's has agreed that neither the Board of Directors nor any Board
committee will (a) withdraw, modify or amend, or propose to withdraw, modify or
amend, 1in a manner adverse to Morton's Holdings or Morton's Acquisition, the
approval, adoption or recommendation, as the case may be, of the merger, the
merger agreement or any of the other transactions contemplated by the merger
agreement, (b) approve or recommend, or propose to approve or recommend, any
acquisition proposal, (c) cause Morton's to accept the acquisition proposal
and/or enter into any letter of intent, agreement in principle, acquisition
agreement or other similar agreement, related to the acquisition proposal, or
(d) resolve to do any of the foregoing; unless the Board of Directors has
complied with the requirements of the merger agreement and, based on the
recommendation of the Special Committee, (a) the acquisition proposal is a
superior proposal, (b) the Board of Directors reasonably determines in
accordance with the terms of the merger agreement that it is necessary to take
these actions in order to comply with its fiduciary duties under applicable law
and all of the conditions to Morton's right to terminate the merger agreement in
accordance with the merger agreement have been satisfied and (c) simultaneously
or substantially simultaneously with the withdrawal, modification or
recommendation, Morton's terminates the merger agreement.

TERMINATION (see page 78)

19



Edgar Filing: MORTONS RESTAURANT GROUP INC - Form PREM14A

Morton's or Morton's Holdings may terminate the merger agreement at any time
prior to the effective time of the merger, whether before or after the
stockholders of Morton's have approved and adopted the merger agreement, if:

- both parties agree by mutual written consent;

— the merger has not been consummated by September 23, 2002, so long as the
party attempting to terminate has not willfully and materially breached a
representation, warranty, obligation, covenant or agreement set forth in
the merger agreement; provided, that Morton's Holdings may extend the
termination date to December 21, 2002, if the only condition to closing
not met is with respect to authorizations, approvals and consents
necessary or required for the sale of alcoholic beverages;

- a governmental entity or court of competent jurisdiction has taken any
nonappealable final action that permanently restrains, enjoins or
otherwise prohibits the merger or the other transactions contemplated by
the merger agreement, so long as a material failure to fulfill any

10

obligation under the merger agreement by the party attempting to terminate
was not the principal cause of or did not result in such action;

— the holders of a majority of shares of Morton's outstanding common stock
do not adopt and approve the merger agreement and approve the merger at
the special meeting; or

— the other party has materially breached or failed to perform any of its
representations, warranties, covenants or agreements set forth in the
merger agreement.

Morton's Holdings may terminate the merger agreement if:

- (a) Morton's (1) withdraws, modifies or amends, or proposes to withdraw,
modify or amend, in a manner adverse to Morton's Holdings or Morton's
Acquisition, the approval, adoption or recommendation, as the case may be,
of the merger, the merger agreement or any of the other transactions
contemplated by the merger agreement or (2) approves or recommends, Or
proposes to approve or recommend, or enters into any agreement,
arrangement or understanding with respect to, any acquisition proposal;
(b) the Board of Directors or any Board committee resolves to take any of
the actions set forth in preceding subclause (a); (c) if after an
acquisition proposal has been made, the Board of Directors or the Special
Committee fails to affirm its recommendation and approval of the merger
and the merger agreement within three business days of any request by
Morton's Holdings to do so; or (d) if a tender offer or exchange offer
constituting an acquisition proposal is commenced and the Board of
Directors or the Special Committee does not recommend against acceptance
of such offer by Morton's stockholders; or

- Morton's has breached the limitations on its consideration of other
acquisition proposals (See "--Limitation on Considering Other Acquisition
Proposals") .

Morton's may terminate the merger agreement if Morton's receives a superior
proposal, and the Board of Directors reasonably determines in accordance with
the merger agreement that it is necessary to terminate the merger agreement and
enter into an agreement to effect the superior proposal in order to comply with
its fiduciary duties under applicable law.

TERMINATION FEE; EXPENSE REIMBURSEMENT (see page 80)
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If the merger agreement is terminated then Morton's may be obligated to pay
to Morton's Holdings an amount equal to (a) the out-of-pocket expenses of
Morton's Holdings and Morton's Acquisition related to the merger and any related
financing up to $1,320,000 and (b) a fee equal to (1) $1,320,000 minus (2) the
amount paid as reimbursement of out-of-pocket expenses of Morton's Holdings and
Morton's Acquisition or an amount equal to the out-of-pocket expenses of
Morton's Holdings and Morton's Acquisition related to the merger and any related
financing up to $1,320,000.

CERTAIN EFFECTS OF THE MERGER (see page 54)

Upon completion of the merger, Morton's Holdings will own 100% of Morton's.
Subsequent to the merger, Morton's current stockholders (other than the members
of management, if any, that make an equity investment in Morton's Holdings) will
cease to have ownership interests in Morton's or rights as Morton's stockholders
and, as a result, i1if the merger is completed, such stockholders of Morton's will
not participate in any future earnings, losses, growth or decline of Morton's.
In addition, Morton's will be a privately held corporation, and there will be no
public market for its common stock. The common stock will cease to be quoted on
the New York Stock Exchange, and price quotations with respect to sales of
shares of Morton's common stock in the public market will no longer be
available. In addition, registration of the common stock under the Securities
Exchange Act of 1934, as amended, referred to as the Exchange Act, will be
terminated.

11
FEDERAL REGULATORY MATTERS (see page 61)

The Hart-Scott-Rodino Antitrust Improvements Act of 1976 and the rules and
regulations promulgated thereunder, referred to as the HSR Act, require that
Morton's and the ultimate parent entity of Morton's Acquisition file
notification and report forms with respect to the merger and related
transactions with the Antitrust Division of the U.S. Department of Justice and
the U.S. Federal Trade Commission and observe a waiting period before completing
the merger. In compliance with the HSR Act, Morton's filed the necessary forms
with the U.S. Department of Justice and the U.S. Federal Trade Commission on
[April 11, 2002], and CHP filed them on [April 9, 2002]. However, the U.S.
Department of Justice and the U.S. Federal Trade Commission, state antitrust
authorities or a private person or entity could seek to enjoin the merger under
antitrust laws at any time before its completion or to compel rescission or
divestiture at any time subsequent to the merger.

LIQUOR LICENSES (see page 62)

As a condition to the completion of the merger, Morton's and Morton's
Holdings must have filed and/or obtained any and all authorizations, approvals,
consents or orders from any governmental entity necessary or required in order
to obtain and maintain in effect for a reasonable period of time following the
consummation of the merger all liquor licenses and other permits necessary to
maintain continuity of service of alcoholic beverages at each restaurant of the
Company, and all authorizations, approvals, consents and orders must be
effective and binding in accordance with their terms and may not have expired or
been withdrawn.

MATERIAL U.S. FEDERAL INCOME TAX CONSEQUENCES (see page 62)
The receipt of cash for shares of common stock in the merger will be a
taxable transaction for U.S. federal income tax purposes and may also be a

taxable transaction under applicable state, local, foreign or other tax laws.
Generally, you will recognize gain or loss for these purposes equal to the
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difference between $12.60 per share and your tax basis for the shares of common
stock that you owned immediately before completion of the merger. TAX MATTERS
ARE VERY COMPLEX AND THE TAX CONSEQUENCES OF THE MERGER TO YOU WILL DEPEND ON
THE FACTS OF YOUR OWN SITUATION. YOU SHOULD CONSULT YOUR TAX ADVISOR FOR A FULL
UNDERSTANDING OF THE TAX CONSEQUENCES OF THE MERGER TO YOU.

LITIGATION CHALLENGING THE MERGER (see page 62)

Between March 27, 2002 and April 3, 2002, five substantially identical civil
actions were commenced, four of which were commenced in the Court of Chancery of
the State of Delaware in New Castle County and one of which was commenced in the
Supreme Court of the State of New York in Nassau County. The plaintiff in each
action seeks to represent a putative class consisting of the public stockholders
of Morton's (excluding officers and directors of Morton's). Named as defendants
in each of the complaints are Morton's, members of Morton's Board of Directors
and Castle Harlan, Inc. The plaintiffs allege, among other things, that the
proposed merger is unfair; the Morton's directors breached their fiduciary
duties by failing to disclose material non-public information related to the
value of Morton's and by engaging in self-dealing; Castle Harlan, Inc. aided and
abetted the Morton's directors' breaches of fiduciary duty; the price
contemplated in the merger agreement is inadequate; the merger agreement is a
product of a conflict of interest between the directors of Morton's and Morton's
public stockholders; and information regarding the value and prospects of
Morton's has not been publicly disclosed although that information is known to
the defendants. The complaints seek an injunction, damages and other relief.
Morton's believes that these lawsuits are without merit and intends to defend
against them vigorously.

12
CAUTIONARY STATEMENT CONCERNING FORWARD-LOOKING INFORMATION

This proxy statement includes statements that are not historical facts.
These forward-looking statements are based on Morton's and/or, where applicable,
Morton's Holdings', Morton's Acquisition's and CHP's current estimates and
assumptions and, as such, involve uncertainty and risk. Forward-looking
statements include the information concerning possible or assumed future results
of operations and also include those preceded or followed by words such as
"anticipates," "believes," "thinks," "could," "estimates," "expects," "intends,"
"may," "should," "plans," "targets" and/or similar expressions.

The forward-looking statements are not guarantees of future performance,
events or circumstances, and actual results may differ materially from those
contemplated by the forward-looking statements. In addition to the factors
discussed elsewhere in this proxy statement, including risks that stockholder
approval and regulatory and third party clearances may not be obtained in a
timely manner or at all, that the required minimum earnings level may not be
achieved by Morton's, that an order or injunction may be imposed prohibiting or
delaying the merger and that any other conditions to the merger may not be
satisfied or waived, other factors that could cause actual results to differ
materially include risks of the restaurant industry, including a highly
competitive industry with many well-established competitors with greater
financial and other resources than the Company, and the impact of changes in
consumer tastes, local, regional and national economic and market conditions,
restaurant profitability levels, expansion plans, demographic trends, traffic
patterns, employee availability and benefits, cost increases and regulatory
developments. In addition, the Company's ability to expand is dependent upon
various factors, such as contractual restrictions imposed by the Company's
credit agreement, the availability of attractive sites for new restaurants, the
ability to negotiate suitable lease terms, the ability to generate or borrow
funds to develop new restaurants and obtain various government permits and
licenses and the recruitment and training of skilled management and restaurant
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These and other factors are discussed elsewhere in this proxy
statement, and in the Company's Annual Report on Form 10-K for the fiscal year
ended December 30, 2001, which is included in this proxy statement as

Appendix F and incorporated herein by reference.

employees.

Except to the extent required under the federal securities laws, neither
Morton's nor any of Morton's Holdings, Morton's Acquisition or CHP intends to
update or revise the forward-looking statements to reflect circumstances arising
after the date of the preparation of the forward-looking statements.

MORTON'S SELECTED HISTORICAL FINANCIAL DATA

Morton's selected historical financial data presented below as of and for
the five fiscal years ended December 30, 2001 are derived from Morton's audited
financial statements. The following selected historical financial data should be
read in conjunction with Morton's financial statements and notes thereto and
"Management's Discussion and Analysis of Financial Condition and Results of
Operations" contained in Morton's Annual Report on Form 10-K for the fiscal year
ended December 30, 2001, which is included in this proxy statement as
Appendix F and is incorporated by reference.

13

STATEMENT OF OPERATIONS INFORMATION

FISCAL YEARS

2001 2000 1999 1998
(DOLLARS IN MILLIONS, EXCEPT PER SHARE
REVENUES . ottt v e e e e e eeneeeeeeeeeenennneeeesenens $237.1 $248.4 $206.9 $189.8
Income (Loss) Before Income Taxes and
Cumulative Effect of a Change in an
Accounting Principle......c.oiiii ... 0.3(1) 14.4 14.3(2) (6.1
Income (Loss) Before Cumulative Effect of a
Change in an Accounting Principle........... 1.0(1) 10.1 10.7(2) (1.9
Net INnComME (LOSS) v vttt vttt ettt ettt eeeeenens 1.0(1) 10.1 8.5(2) (3) .9
Net Income (Loss) Per Share Before Cumulative
Effect of a Change in an Accounting
Principle:
BaASIC e sttt ittt e e e e 0.24(1) 2.20 1.81(2) (0.28
Diluted. ..ttt et e e e e 0.23(1) 2.12 1.77(2) (0.28
Net Income (Loss) Per Share:
BaASIC e sttt ittt e e e e 0.24(1) 2.20 1.42(2) (3) (0.28
| G Y o $ 0.23(1) $ 2.12 $ 1.39(2) (3 $(0.28
BALANCE SHEET INFORMATION
FISCAL YEARS
2001 2000 1999 1998

(DOLLARS IN MILLIONS,

Current ASSel S ...ttt ittt ittt ittt i
Property and Equipment,

S 24.7
82.9

$ 23.8
78.0

$ 22.5
66.7

EXCEPT PER SHAR

$19.3
45.8
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TOLaAl ASSEE S et it ittt ittt ettt ettt e ee et eaaeeeeee 134
Current Liabilities. ... tieeeeeennns 30
Obligations to Financial Institutions and Capital

Leases, Less Current Maturities...........ciiieeeen.. 100.
Stockholders' Equity (Deficit) ...c.viiiiiinnneeeeeennnn S (0.

.7 124.4
.6 35.8
2 85.0
2) $ (0.9)

(1) Includes pre-tax charge of $1.6 million representing restaurant closing
costs, pre-tax charge of $0.7 million for costs associated with strategic
alternatives and proxy contest and an income tax benefit of $0.7 million.

(2) Includes nonrecurring, pre-tax litigation benefit of $0.2 million.

(3) Includes a $2.3 million charge, net of income taxes, representing the
cumulative effect of the requisite change in accounting for pre-opening

costs.

(4) Includes nonrecurring, pre-tax charge of $19.9 million representing the

write-down of impaired Bertolini's restaurant assets and the write-down and

accrual of lease exit costs associated with the closure of specified

Bertolini's restaurants, as well as the remaining interests in Mick's and

Peasant restaurants.

(5) Includes Mick's and Peasant revenues of $8.4 million.

(6) Includes nonrecurring, pre-tax litigation charge of $2.3 million.

Morton's book value per share of common stock was $(0.05)

at December 30,

2001. No pro forma data giving effect to the proposed merger is provided.
Morton's does not believe that pro forma data is material to stockholders in

evaluating the merger and the merger agreement because the merger consideration
is all cash and, if the merger is completed, Morton's common stock will not be

publicly traded and Morton's stockholders will no longer have

any equity

interest in Morton's. No separate financial data is provided for Morton's

Acquisition since it is a special purpose entity formed in connection with the

proposed merger and has no independent operations.
14

TRADING MARKETS AND MARKET PRICE

Shares of Morton's common stock are listed and traded on the New York Stock
Exchange, referred to as the NYSE, under the symbol "MRG." The following table

shows, for the periods indicated, the reported high and low sale prices per

share on the NYSE for Morton's common stock.

FISCAL YEAR ENDED DECEMBER 31, 2000

First QUATL e . i it ittt ittt it e e ettt et ettt et et e eaeeaeeens

SECONA QUAT L Tt i v it et et e e e e e e et et et e ettt

Third QUATLET . i ittt e it e it e e e et ettt ettt e et eeeeneaneean

$ 19.81

21.75

21.50

114.4
34.5

61.0
$ 12.1

24

95.0
28.2

40.3
$23.

o

15.00

17.75

19.88
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R 6 il o N O 6 = = 23.50

FISCAL YEAR ENDED DECEMBER 30, 2001

i T O = Y i = 24.15
SECONA QUATE T e i v et et et e e e et ettt et e e ettt 28.00
B o T o O G = o i = 20.30
L 6 il o N O 6 = = 14.15

FISCAL YEAR ENDING DECEMBER 29, 2002
i T w1 5 = Y i = 14.30

Second Quarter (through [date]) ... ennnnns [1]

On February 14, 2002, the last full trading day before Morton's Holdings
initially submitted its formal proposal to acquire Morton's (then at the
proposed price of $12.00 per share), the closing price per share of Morton's
common stock as reported on the NYSE was $6.60. On March 26, 2002, the last full
trading day before the public announcement of the merger agreement, the high and
low sale prices for Morton's common stock as reported on the NYSE were $11.55
and $11.30 per share, respectively, and the closing sale price on that date was
$11.55 per share. On [date], the last practicable trading day for which
information was available prior to the date of the first mailing of this proxy
statement, the closing price per share of Morton's common stock as reported on
the NYSE was $[ 1, and there were [ ] shares of common stock
outstanding. Stockholders should obtain a current market quotation for Morton's
common stock before making any decision with respect to the merger. On [record
date], there were approximately [number] holders of record of Morton's common
stock.

Morton's has received notice from the NYSE that Morton's is below the NYSE
continued listing standards regarding total market capitalization and
stockholders' equity. Morton's has submitted a business plan to the NYSE
demonstrating its plan to comply with such continued listing standards if the
merger is not completed. The NYSE has advised Morton's that its listing and
compliance committee has agreed to continue the listing of Morton's common stock
on the NYSE through completion of the merger. If the merger does not close by
early summer of 2002, however, the NYSE plans to review the circumstances
causing the delay and to reassess its decision to continue the listing of
Morton's common stock. Further, if the merger agreement is terminated, the NYSE
listing and compliance committee would either accept the Company's submitted
business plan and subject Morton's to quarterly monitoring for compliance with
the listing standards or would not accept the Company's submitted business plan
and subject Morton's to suspension and delisting of its common

15

stock. If the merger is completed, Morton's will be a private company, and its
common stock will no longer trade on the NYSE.

Morton's has never declared or paid cash dividends on its common stock and
does not plan to pay any cash dividends in the foreseeable future. Morton's
credit agreement prohibits the Company from paying dividends on its common
stock. In addition, under the merger agreement, the Company has agreed not to
pay any cash dividends on its common stock before the closing of the merger.

25
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THE SPECIAL MEETING
GENERAL

The enclosed proxy is solicited on behalf of the Board of Directors of
Morton's for use at a special meeting of stockholders to be held on [day],
[date], at 9:00 a.m. local time, or at any adjournments or postponements
thereof, for the purposes set forth in this proxy statement and in the
accompanying notice of special meeting. The special meeting will be held at [The
Garden City Hotel, 45 Seventh Street, Garden City, New York 11530]. Morton's
intends to mail this proxy statement and accompanying proxy card on or about
[date] to all stockholders entitled to vote at the special meeting.

At the special meeting, the stockholders of Morton's are being asked to
consider and vote upon a proposal to approve and adopt the merger agreement and
to approve the merger contemplated by the merger agreement. Under the merger
agreement, Morton's Acquisition will merge with and into Morton's, and each
issued and outstanding share of Morton's common stock will be converted into the
right to receive $12.60 in cash without interest (other than shares held by
Morton's or any of Morton's subsidiaries, held in Morton's treasury, or held by
Morton's Holdings or Morton's Acquisition, or shares held by Morton's
stockholders who perfect their appraisal rights under Delaware law) . Upon
completion of the merger, Morton's will be the surviving corporation and will be
a wholly-owned subsidiary of Morton's Holdings.

Morton's is also soliciting proxies to grant discretionary authority to vote
in favor of any adjournment of the special meeting solely for the purpose of
soliciting additional proxies in favor of voting to approve and adopt the merger
agreement and approve the merger, if necessary. Morton's does not expect a vote
to be taken on any other matters at the special meeting. However, if any other
matters are properly presented at the special meeting for consideration, the
holders of the proxies will have discretion to vote on these matters in
accordance with their best judgment.

RECORD DATE AND VOTING INFORMATION

Only holders of record of common stock at the close of business on [record
date] are entitled to notice of and to vote at the special meeting. At the close
of business on [record date], there were outstanding and entitled to vote
[number] shares of Morton's common stock. A list of Morton's stockholders will
be available for review at Morton's executive offices during regular business
hours for a period of 10 days before the special meeting. Each holder of record
of common stock on the record date will be entitled to one vote for each share
held. The presence, in person or by proxy, of the holders of a majority of the
outstanding shares of Morton's common stock entitled to vote at the special
meeting is necessary to constitute a quorum for the transaction of business at
the special meeting.

All votes will be tabulated by the inspector of election appointed for the
special meeting, who will separately tabulate affirmative and negative votes,
abstentions and broker non-votes. Brokers who hold shares in street name for
clients typically have the authority to vote on "routine" proposals when they
have not received instructions from beneficial owners. However, absent specific
instructions from the beneficial owner of the shares, brokers are not allowed to
exercise their voting discretion with respect to the approval and adoption of
non-routine matters, such as the merger agreement and the merger;

16
proxies submitted without a vote by the brokers on these matters are referred to

as broker non-votes. Abstentions and broker non-votes are counted for purposes
of determining whether a quorum exists at the special meeting.
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The merger agreement and Delaware law provide that the affirmative vote of
the holders of a majority of the outstanding shares of Morton's common stock is
required to approve and adopt the merger agreement and approve the merger.
Accordingly, proxies that reflect abstentions and broker non-votes, as well as
proxies that are not returned, will have the same effect as a vote AGAINST
approval and adoption of the merger agreement and approval of the merger.

Stockholders who do not vote in favor of approval and adoption of the merger
agreement and approval of the merger, and who otherwise comply with the
applicable statutory procedures of the Delaware General Corporation Law
summarized elsewhere in this proxy statement, will be entitled to seek appraisal
of the value of their Morton's common stock as set forth in Section 262 of the
Delaware General Corporation Law. See "Special Factors—-—-Appraisal Rights."

PROXIES; REVOCATION

Any person giving a proxy pursuant to this solicitation has the power to
revoke it at any time before it is voted. It may be revoked by filing with the
Secretary of Morton's at the Company's executive offices located at 3333 New
Hyde Park Road, New Hyde Park, New York 11042, a written notice of revocation or
a duly executed proxy bearing a later date, or it may be revoked by attending
the special meeting and voting in person. Attendance at the special meeting will
not, by itself, revoke a proxy. Furthermore, if a stockholder's shares are held
of record by a broker, bank or other nominee and the stockholder wishes to vote
at the special meeting, the stockholder must obtain from the record holder a
proxy issued in the stockholder's name.

EXPENSES OF PROXY SOLICITATION

Morton's will bear the entire cost of solicitation of proxies, including
preparation, assembly, printing and mailing of this proxy statement, the proxy
and any additional information furnished to stockholders. Morton's has retained
Georgeson Shareholder Communications Inc., at an estimated cost of [$ ] plus
reimbursement of expenses, to assist in the solicitation of proxies. Copies of
solicitation materials will be furnished to banks, brokerage houses, fiduciaries
and custodians holding in their names shares of common stock beneficially owned
by others to forward to these beneficial owners. Morton's may reimburse persons
representing beneficial owners of common stock for their costs of forwarding
solicitation materials to such beneficial owners. Original solicitation of
proxies by mail may be supplemented by telephone, facsimile, telegram or
personal solicitation by directors, officers or other regular employees of
Morton's and of Georgeson Shareholder Communications Inc. No additional
compensation will be paid to Morton's directors, officers or other regular
employees for their services.

ADJOURNMENTS

Although it is not expected, the special meeting may be adjourned for the
purpose of soliciting additional proxies in favor of voting to approve and adopt
the merger agreement and approve the merger, if necessary. Any adjournment of
the special meeting may be made without notice, other than by an announcement
made at the special meeting, by approval of the holders of a majority of the
outstanding shares of Morton's common stock present in person or represented by
proxy at the special meeting, whether or not a quorum exists. Morton's is
soliciting proxies to grant discretionary authority to vote in favor of
adjournment of the special meeting. In particular, discretionary authority is
expected to be exercised if the purpose of the adjournment is to provide
additional time to solicit votes to approve and adopt the merger agreement and
approve the merger. THE BOARD OF DIRECTORS RECOMMENDS THAT MORTON'S STOCKHOLDERS
VOTE IN FAVOR OF THE PROPOSAL TO GRANT DISCRETIONARY AUTHORITY
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TO VOTE ON OTHER MATTERS AS MAY PROPERLY COME BEFORE THE SPECIAL MEETING,
INCLUDING TO ADJOURN THE SPECIAL MEETING.

PLEASE DO NOT SEND IN STOCK CERTIFICATES AT THIS TIME. IN THE EVENT THE
MERGER IS COMPLETED, MORTON'S WILL DISTRIBUTE INSTRUCTIONS REGARDING THE
PROCEDURES FOR EXCHANGING EXISTING MORTON'S STOCK CERTIFICATES FOR THE $12.60
PER SHARE CASH PAYMENT.

THE PARTICIPANTS

MORTON'S RESTAURANT GROUP, INC.
3333 New Hyde Park Road

New Hyde Park, New York 11042
(516) 627-1515

Morton's owns and operates 61 Morton's of Chicago Steakhouse restaurants (54
in the continental United States; one each in Honolulu, Hawaii; San Juan, Puerto
Rico; Toronto and Vancouver, Canada; Singapore; and two in Hong Kong) and four
Bertolini's Authentic Trattoria restaurants located in 57 cities. These concepts
appeal to a broad spectrum of consumer tastes and target separate price points
and dining experiences. The Company provides strategic support and direction to
its subsidiary companies and evaluates and analyzes potential locations for new
restaurants. Management consists of Allen J. Bernstein, chairman of the board,
president and chief executive officer, and vice presidents responsible for site
selection and development, finance, communications and administration.

Morton's of Chicago offers its clientele a combination of excellent service
and large quantities of the highest quality menu items. Morton's of Chicago has
received awards in many locations for the quality of its food and hospitality.
Morton's of Chicago serves USDA prime aged beef, including, among others, a 24
oz. porterhouse, a 20 oz. NY strip sirloin and a 16 oz. ribeye. Morton's of
Chicago also offers fresh fish, lobster, veal and chicken. All Morton's of
Chicago restaurants have identical dinner menu items. While the emphasis is on
beef, the menu selection is broad enough to appeal to many taste preferences.
The Morton's of Chicago's dinner menu consists of a tableside presentation by
the server of many of the dinner items, including a 48 oz. porterhouse steak and
a live Maine lobster, and all Morton's of Chicago restaurants feature an open
display kitchen where steaks are prepared. Each restaurant has a fully stocked
bar with a complete list of name brands and an extensive premium wine list that
offers approximately 175 selections.

Morton's of Chicago caters primarily to high-end, business-oriented
clientele. During the fiscal year ended December 30, 2001, the average
per-person check, including dinner and lunch, was approximately $72.75.
Management believes that a vast majority of Morton's of Chicago weekday revenues
and a substantial portion of its weekend revenues are derived from business
people using expense accounts. Sales of alcoholic beverages accounted for
approximately 32% of Morton's of Chicago's revenues during fiscal 2001. In the
Morton's of Chicago restaurants serving both dinner and lunch during fiscal
2001, dinner service accounted for approximately 85% of revenues and lunch
service accounted for approximately 15%. All Morton's of Chicago restaurants are
open seven days a week. Those Morton's of Chicago serving only dinner are
typically open from 5:30 p.m. to 11:30 p.m., while those Morton's of Chicago
serving both dinner and lunch typically open at 11:30 a.m. for the lunch period.
All except for one Morton's of Chicago (including all restaurants opened since
the 1989 acquisition) have on-premises, private dining and meeting facilities
referred to as boardrooms. During fiscal 2001, boardroom revenues were
approximately 19% of sales in those locations offering boardrooms.

At December 30, 2001, the Company owned and operated four Bertolini's,
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located in three cities. Bertolini's is a white tablecloth, authentic Italian
trattoria, which provides table service in a casual dining atmosphere. For the
fiscal year ended December 30, 2001, Bertolini's average per-person check,
including dinner and lunch, was approximately $22.50. Bertolini's restaurants
are open seven days a
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week, for dinner and lunch, with typical hours of 11:00 a.m. to 12:00 midnight.
During fiscal 2001, dinner service accounted for approximately 68% of revenues
and lunch service accounted for approximately 32%. Sales of alcoholic beverages
accounted for approximately 22% of Bertolini's revenues during fiscal 2001.

If the merger agreement is approved and adopted and the merger is approved
by the requisite vote of Morton's stockholders at the special meeting and the
merger is completed, Morton's will continue its operations following the merger
as a private company. The Company was incorporated in Delaware on October 3,
1988.

A more detailed description of Morton's business and financial results is
contained in the Company's Annual Report on Form 10-K for the fiscal year ended
December 30, 2001, which is included in this proxy statement as Appendix F, and
is incorporated herein by reference. The information contained in Morton's
Annual Report on Form 10-K for the fiscal year ended December 30, 2001 is as of
March 29, 2002, the date of filing with the Securities and Exchange Commission,
referred to as the SEC, of the Form 10-K. See also "Where Stockholders Can Find
More Information."

MORTON'S HOLDINGS, LLC AND

MORTON'S ACQUISITION COMPANY

c/o Castle Harlan Partners III, L.P.
150 East 58th Street

New York, New York 10155

(212) 644-8600

Morton's Holdings, LLC, referred to as Morton's Holdings, is a Delaware
limited liability company that is wholly owned by its sole member, Castle Harlan
Partners III, L.P., referred to as CHP. Morton's Holdings was originally formed
as a Delaware corporation under the name of "Morton's Holdings, Inc." and was
recently converted into a Delaware limited liability company. Morton's
Acquisition Company, referred to as Morton's Acquisition, is a Delaware
corporation that is wholly owned by Morton's Holdings. Both of Morton's Holdings
and Morton's Acquisition were formed solely for purposes of completing the
merger and have not participated in any activities to date other than those
incident to their formation and the transactions contemplated by the merger
agreement. At the effective time of the merger, Morton's Acquisition will be
merged with and into Morton's, with Morton's as the surviving corporation.
Morton's Holdings and Morton's Acquisition were incorporated in Delaware in
March 2002. Morton's Holdings was converted into a Delaware limited liability
company in April 2002. Additional information about Morton's Holdings and
Morton's Acquisition and information about the directors and executive officers
of Morton's Holdings and Morton's Acquisition is set forth in Appendix E to this
proxy statement.

CASTLE HARLAN PARTNERS III, L.P.
150 East 58th Street

New York, New York 10155

(212) 644-8600

Castle Harlan Partners III, L.P., referred to as CHP, is a private
investment fund, organized as a limited partnership under the laws of the State
of Delaware, which makes investments identified by its affiliates. CHP and its
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affiliates have approximately $630 million of committed capital. Since 1987, CHP
and its predecessor investment funds have completed acquisitions of
approximately $5 billion. CHP and its affiliates are highly experienced
investors that have successfully completed 35 transactions in a wide variety of
industries, including aviation services, consumer products, energy services,
general manufacturing and restaurants. John K. Castle and David B. Pittaway are
executive officers of certain affiliates of CHP and are members of the Board of
Directors of Morton's. Additional information about CHP is set forth in
Appendix E to this proxy statement.

19
SPECIAL FACTORS
BACKGROUND OF THE MERGER

Morton's entered into the merger agreement following an extensive evaluation
of strategic alternatives that began in May 2001. This evaluation initially was
undertaken in the context of a proxy contest, later coupled with an unsolicited
acquisition proposal, at Morton's 2001 annual meeting of stockholders. This
evaluation included a formal process run by the Special Committee and its legal
and financial advisors in which Morton's Holdings emerged as the only firm and
final bidder.

On February 5, 2001, Barry Florescue, BFMA Holding Corporation and other
related parties, collectively referred to as BFMA (which is considered the first
potential interested party), jointly filed a Schedule 13D with the SEC reporting
collective beneficial ownership of approximately 9.3% of Morton's common stock.
They stated in this Jjoint filing that their intention was to "increase their
shareholder position" and that they were "considering various alternatives with
respect to their shareholder position." From time to time thereafter, they
amended their Schedule 13D to report increased holdings of Morton's common
stock, changes in their stated intention regarding Morton's and various
communications regarding Morton's.

On February 15, 2001, the Board of Directors authorized Morton's to enter
into employment contracts with Mr. Baldwin, executive vice president and chief
financial officer, and Ms. Longarzo, vice president, administration and
secretary, in a form similar to Mr. Bernstein's existing employment contract.
The Board of Directors also authorized the execution of change of control
agreements with Ms. Longarzo and five other officers, in each case in a form
similar to existing agreements with Messrs. Bernstein and Baldwin. The Board of
Directors authorized these employment contracts and change of control agreements
after having determined that it was in the best interests of Morton's and its
stockholders to encourage the Company's key officers' full attention and
dedication to the Company's business notwithstanding the possibility, threat or
occurrence of a change of control, and to diminish the inevitable distraction of
these officers by virtue of the personal uncertainties and risks created by a
pending or threatened change of control. Also on February 15, 2001, the Board of
Directors authorized amendments to Morton's stockholders rights agreement,
originally adopted on December 15, 1994, to remove provisions that permitted
only certain directors to redeem the rights and to take certain other actions.

In late February and early March of 2001, Messrs. Bernstein and Baldwin,
along with Morton's primary legal counsel, Schulte Roth & Zabel LLP, a New York,
New York law firm, referred to as SRZ, met with four nationally known investment
banks to discuss Morton's possible retention of a financial advisor. Morton's
ultimately selected Greenhill, based primarily on Greenhill's reputation,
expertise in the food and beverage industry and proposed terms of engagement.
Morton's and Greenhill executed an engagement letter as of March 13, 2001.

On March 15, 2001, Mr. Baldwin met with Barry Florescue and Richard Bloom of
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BFMA at their request, at which time Messrs. Florescue and Bloom asked

Mr. Baldwin to convey to the Board of Directors, on an informal basis, their
interest in joining the Board of Directors. Mr. Baldwin promptly relayed this
information to the Board's nominating committee, which met by telephone on
March 20, 2001 to consider the request. The nominating committee responded to
Messrs. Florescue and Bloom by letter, dated March 21, 2001, which stated that
the Board of Directors was already at the nine-member limit permitted by
Morton's certificate of incorporation and bylaws, that expanding the size of the
Board of Directors would require stockholder approval and that the nominating
committee had already recommended, and the Board of Directors had already
approved, the Board of Directors' nominees for election at the May 10, 2001
annual meeting of stockholders. The Board of Directors' nominees for re-election
as directors were Messrs. Bernstein, Baldwin and Castle.
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In a letter dated March 20, 2001, received by Morton's after the nominating
committee had sent its March 21, 2001 letter, BFMA notified Morton's of a
proposed slate of three nominees for election to the Board of Directors, and
later solicited proxies in support of those nominees.

BFMA made no proposal to Morton's regarding a possible strategic transaction
until May 1, 2001, when Morton's received an unsolicited letter from BFMA,
referred to as the BFMA proposal, seeking to negotiate the purchase of Morton's
by BFMA. The BFMA proposal purported to offer, subject to various conditions, to
acquire all outstanding shares of Morton's common stock for $28.25 per share in
cash. BFMA included a copy of a letter from Icahn Associates Corp., referred to
as IAC, purportedly committing, subject to various conditions, to provide
temporary bridge financing for all but $20 million of BFMA's proposal. The next
day, Morton's publicly announced that it would give due consideration to the
proposal, and that it had retained Greenhill to advise the Board of Directors in
its deliberations.

On May 7, 2001, the Board of Directors met by telephone. SRZ also attended
this meeting. The Board of Directors discussed the possibility of postponing or
adjourning Morton's annual meeting of stockholders scheduled for May 10, 2001,
and authorized the Board's executive committee (consisting of
Messrs. Bernstein, Castle and Pittaway) to recommend, subject to full Board
approval, the postponement or adjournment of the annual meeting if, and only if,
the executive committee determined that it was in the best interests of Morton's
stockholders and legally permissible to do so. After Greenhill was invited into
the meeting, the Board of Directors informed Greenhill that the Board of
Directors intended to give the BFMA proposal full and fair consideration, and
requested that Greenhill carefully review the proposal. The Board of Directors
discussed preliminarily the BFMA proposal, alternatives to enhance stockholder
value that could be considered, such as recapitalization, acquisition or sale,
and, in view of the weakening economy, potential cost-cutting measures.

On May 8, 2001, the Board of Directors met by telephone. SRZ also attended
this meeting. The executive committee of the Board of Directors recommended that
the annual meeting of stockholders proceed as planned on the publicly announced
date without postponement or adjournment. The Board of Directors affirmed its
intention to give full and fair consideration to the BFMA proposal and any offer
that may be received for the acquisition of Morton's. The Board of Directors
also determined not to issue additional stock options to senior executives of
Morton's until further notice, and suspended Morton's stock repurchase program.
The Board of Directors discussed the possibility of exploring value-enhancing
strategic alternatives, and directed Greenhill to assist Morton's in evaluating
the full range of strategic alternatives, including a potential sale of
Morton's. The Board of Directors then discussed Morton's financial performance
and the financial outlook for the rest of the fiscal quarter. Also on May 8,
2001, Morton's issued a press release announcing the actions the Board of
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Directors had taken, including its decision to evaluate the full range of
strategic alternatives, including a potential sale, and that, due to the
weakened economic environment, unfavorable business conditions and reduced
business travel, as well as investment banking, legal and other costs associated
with evaluating strategic alternatives and with the BFMA-initiated proxy
contest, it expected revenues and operating results to be adversely affected.
From time to time thereafter, Morton's received inquiries from potential
interested parties, which Morton's referred to Greenhill.

At Morton's annual meeting of stockholders on May 10, 2001, the stockholders
voted to re-elect Messrs. Bernstein, Baldwin and Castle to the Board of
Directors, and did not elect any of the candidates proposed by BFMA. At a Board
of Directors meeting immediately following the annual meeting of stockholders,
the Board of Directors formed a Special Committee of directors to lead the Board
of Directors in its evaluation of strategic alternatives, including
consideration of the BFMA proposal and any offers that Morton's might receive,
with any final decision with respect to undertaking any particular strategic
alternative to be subject to full Board approval. Four directors who were not
officers of Morton's, Robert L. Barney, John K. Castle, Lee M. Cohn and Alan A.
Teran, were named to the Special Committee, with Mr. Castle as Chairman.

Mr. Castle had informed the Board of Directors at that time that he was not
aware of any plan by CHP or any of its affiliates to make any
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offer or proposal to purchase Morton's. Greenhill was invited into the meeting
and discussed its preliminary views on, among other things, the restaurant
industry, the stand-alone value of Morton's with reference to various factors,
and the range of possible strategic alternatives. Greenhill identified possible
strategic alternatives for Morton's, including merger with or acquisition by
Morton's of another company or business, recapitalization, leveraged buyout or
other sale of Morton's (including pursuant to the BFMA proposal) and a preferred
equity infusion. The discussion of the BFMA proposal included a preliminary
analysis of the disclosed financing terms from IAC and contingencies involved in
the proposal and the financing, as well as historical information on

Mr. Florescue and Carl Icahn.

The Special Committee held its first meeting on May 10, 2001 immediately
following the Board of Directors meeting. Greenhill and SRZ also attended this
meeting. The Special Committee directed Greenhill to contact BFMA promptly and
request a meeting between BFMA, Greenhill and SRZ in order to provide BFMA with
an opportunity to demonstrate to the Special Committee's representatives that it
was serious about completing its proposed acquisition and could reasonably
complete the financing of its proposal on the terms outlined in its proposal. In
particular, the Special Committee wanted to give BFMA an opportunity to provide
appropriate evidence of the sources of its purported equity and debt financing.
The Special Committee agreed to consider providing Morton's proprietary
non-public information to BFMA subject to BFMA signing a customary form of
confidentiality agreement. The Special Committee also discussed how to proceed
with the evaluation of Morton's strategic alternatives. As a result of this
discussion, the Special Committee directed Greenhill to prepare a preliminary
analysis of possible strategic alternatives for Morton's that would enhance
stockholder value. In order to proceed in a timely manner, the participants
agreed that Greenhill would develop the analysis at the same time that the
Special Committee was evaluating the BFMA proposal.

On May 15, 2001, Greenhill called BFMA to request a meeting. By letter to
Greenhill dated May 16, 2001, Mr. Bloom of BFMA provided a preliminary due
diligence request list and expressed BFMA's interest in executing a
confidentiality agreement and beginning a due diligence review of Morton's. On
May 21, 2001, Greenhill and SRZ met with BFMA and its counsel to gain further
information regarding, and to assess the quality of, BFMA's proposal and
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financing on a preliminary basis. BFMA disclosed that the IAC financing was a
bridge loan from IAC with a one-year term, and that BFMA did not have any
permanent financing arranged to replace the IAC bridge loan upon its one-year
maturity. BFMA stated that, in view of the IAC financing's fees, rates and other
terms, i1if the opportunity arose it would seek alternative sources of financing,
and indicated (without providing any supporting information) that other
financing sources might be available. BFMA explicitly clarified that its
proposal and the IAC financing were each contingent on the respective entity's
satisfaction with due diligence, which in each case appeared to be more
comprehensive than the "limited due diligence" that BFMA had publicly stated it
would need. BFMA also stated that it was not planning to launch a tender offer
for Morton's, including a negotiated tender offer linked to a back-end merger.
When asked to provide evidence that IAC and BFMA were capable of funding their
respective commitments under the proposed financing, BFMA declined to do so at
that time and responded that at some time in the future each entity would be
prepared to do so. Greenhill and SRZ indicated that they would report the
results of this meeting to the Special Committee at the June 6, 2001 Special
Committee meeting.

During late May and early June of 2001, three private equity firms, referred
to as the second, third and fourth potential interested parties, initiated
contact with Greenhill regarding potential transactions with Morton's should the
Board of Directors determine that Morton's was for sale. Additionally, Greenhill
had separate conversations with three of Morton's institutional stockholders,
who indicated that they would like the Board of Directors to engage in a good
faith process to analyze Morton's strategic alternatives, to be receptive to
offers to purchase and to give serious consideration to the BFMA proposal. They
also indicated that they had a desire for Morton's to engage in a transaction
that would provide value realization for the stockholders. During this time,
Greenhill also had separate conversations with two nationally recognized banks
with extensive experience in the leveraged
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acquisition financing area regarding the market for financing acquisitions in
the restaurant industry. The banks indicated that it was generally difficult at
that time to arrange financing for highly leveraged acquisitions, although
limited financing opportunities would be available. Greenhill also met with
Company management and had several follow-up telephone calls with management as
part of Greenhill's due diligence efforts.

On June 6, 2001, the Special Committee met by telephone. Greenhill and SRZ
also attended this meeting. Greenhill discussed with the Special Committee
actions that Greenhill had taken since the Special Committee's meeting on
May 10, 2001, as described above. Greenhill outlined on a preliminary basis, and
the participants discussed, five potential strategic alternatives for Morton's:
maintaining the status quo, acquiring another company or business,
recapitalizing Morton's capital structure, creating a minority equity position
and selling Morton's.

The Special Committee members further discussed, and expressed their general
discomfort with the financing for, the BFMA proposal. The Special Committee
discussed the possibility that the BFMA proposal was nothing more than an
attempt to put Morton's "in play" in the hope that a third party buyer would
come forward. The Special Committee was reluctant to provide commercially
sensitive information about Morton's to a party that was unwilling to agree to
keep the information confidential, particularly where the Special Committee did
not have sufficient information concerning the party's ability to finance and
complete a transaction. Nonetheless, the Special Committee supported the Board
of Directors' commitment to give full and fair consideration to the BFMA
proposal, and indicated that it would support providing due diligence material
to BFMA so long as BFMA first provided satisfactory evidence of its ability to
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finance its proposal and signed a confidentiality agreement in customary form.

On June 11, 2001, at the request of the Special Committee, Greenhill sent a
letter to BFMA inviting BFMA to demonstrate that BFMA and IAC had the financial
ability to meet their respective commitments relating to the BFMA proposal. The
letter confirmed that if BFMA established this to the Special Committee's
reasonable satisfaction, the Special Committee was prepared to provide BFMA and
IAC with due diligence information regarding Morton's, subject to the execution
of a customary confidentiality agreement. The letter also invited BFMA to
provide a list of any additional due diligence material it would require.

On June 13, 2001, Morton's issued a press release announcing that due to the
continuing impact of the troubled economy, unfavorable business conditions and
reduced business travel, it expected to report a loss for the second quarter
ending July 1, 2001 and that, if such unfavorable conditions continued, future
results would also be adversely affected. Morton's also reconfirmed that,
assisted by Greenhill, it was continuing the process of exploring its full range
of strategic alternatives, including evaluating a potential sale of Morton's,
and in addition to an evaluation of the BFMA proposal, the process would include
an evaluation of any offers that may be received.

By letter to Greenhill, dated June 13, 2001, Mr. Florescue expressed his
dissatisfaction with the deliberate pace at which the Special Committee was
proceeding and with the Special Committee's invitation to BFMA to provide
evidence of BFMA's and IAC's ability to finance the BFMA proposal. He wrote that
BFMA's counsel had been provided the evidence, and requested that Greenhill
contact BFMA's counsel to arrange a meeting. Mr. Florescue indicated that he
expected to be provided with a confidentiality agreement and, once the
confidentiality agreement was executed, due diligence materials. Greenhill
promptly contacted BFMA's counsel and arranged a meeting for June 19, 2001.

By letter to Greenhill, dated June 15, 2001, IAC stated that it and its
affiliates, including an entity called High River Limited Partnership, had
collective cash, cash equivalents, marketable securities and net worth exceeding
$240 million. The letter contained no support for these statements and no
commitments from any of IAC's affiliates (or any other party) to provide any
funds to BFMA or to IAC.
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On June 19, 2001, in a meeting with BFMA and its counsel, Greenhill and SRZ
were permitted to view, but not copy, bank and brokerage statements of varying
dates from BFMA and related parties purporting to show approximately
$20 million in available cash and marketable securities. BFMA provided no
commitments from the related parties to provide any funds to BFMA, and no
support for IAC's ability to finance the significant bridge debt in connection
with the BFMA proposal. BFMA subsequently provided letters from its related
parties indicating a willingness to commit their respective amounts to BFMA.

By letter to Greenhill, dated June 21, 2001, the second potential interested
party submitted a written expression of interest in a potential transaction with
Morton's. The letter was a follow-up to an earlier telephone conversation
between Greenhill and the second potential interested party.

On June 25, 2001, Greenhill was permitted to view, but not copy, a letter
from High River Limited Partnership stating that it or one of its affiliated
companies would act as the lender pursuant to the IAC financing commitment to
BFMA. Greenhill was also permitted to view, but not copy, brokerage statements
of High River Limited Partnership indicating marketable securities exceeding
$240 million.

By letter to Greenhill, dated June 27, 2001 and in a press release filed the
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next day, BFMA expressed its dissatisfaction with the Special Committee's review
of Morton's strategic alternatives. BFMA also stated that it remained committed
to acquiring Morton's and, if necessary, would explore an extension of its IAC
financing commitment. BFMA also claimed to have received expressions of interest
from numerous alternative sources of capital. BFMA did not then, or at any
subsequent time, provide the Special Committee or Greenhill with any information
regarding alternative financing arrangements.

On June 29, 2001, the Special Committee met by telephone. Greenhill and SRZ
also attended this meeting. The participants discussed Morton's recent financial
performance. The participants also discussed the status of matters with BFMA,
including the timing and quality of BFMA's evidence of its financial ability to
purchase Morton's as it proposed. The Special Committee members again expressed
their concern over the legitimacy of BFMA's and IAC's intent and ability to
consummate the BFMA proposal. Notwithstanding the Special Committee's discomfort
with BFMA's ability to finance and complete the BFMA proposal, the Special
Committee agreed to provide BFMA with a customary form of confidentiality
agreement and, if BFMA and IAC signed the confidentiality agreement, to provide
them with due diligence material. This would have given BFMA approximately one
full month to conduct its due diligence and to make a fully financed firm offer
before expiration of the IAC financing. Greenhill then led a discussion of other
parties that had expressed varying degrees of interest in a potential
transaction with Morton's since Morton's announced its intention to explore
strategic alternatives. With respect to the second and fourth potential
interested parties, as they were both well recognized private equity firms with
substantial financial assets, the Special Committee agreed to provide them with
Morton's customary form of confidentiality agreement. With respect to the third
potential interested party, the Special Committee agreed to provide it with
Morton's customary form of confidentiality agreement upon presentation of a
stronger expression of interest. Greenhill also led a discussion of four
possible candidates for Morton's to acquire, should the Special Committee
determine to pursue acquisition of another company or business as an attractive
strategic alternative.

On June 29, 2001, following the Special Committee meeting, SRZ sent Morton's
customary form of confidentiality agreement to BFMA and to the second and fourth
potential interested parties. The fourth potential interested party signed and
returned the form promptly without alteration. The second potential interested
party negotiated minor revisions to the form, and signed and returned it as of
July 10, 2001. Subsequently, the second and fourth potential interested parties
performed their respective due diligence investigations of Morton's, including
discussions with Company management. In contrast, through its counsel, BFMA
insisted on substantial revisions to the form, and SRZ negotiated for several
days with BFMA's counsel regarding appropriate terms.
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On July 19, 2001, based on a conversation with BFMA's counsel, Morton's
issued a press release announcing that BFMA had advised Morton's that BFMA did
not intend to renew the IAC financing, which would expire on or about July 30,
2001. Morton's also announced that negotiation of the confidentiality agreement
with BFMA terminated principally as a result of BFMA's requirement that it be
permitted to disclose Morton's confidential information to an unlimited number
of unidentified potential equity and debt financing sources. Morton's noted that
it had executed confidentiality agreements with other interested parties, none
of whom had objected to its form. Morton's reiterated that it was continuing the
process of exploring its full range of strategic alternatives, including
evaluating a potential sale of Morton's, discussions with interested parties and
an evaluation of any offers that may be received. Consistent with its earlier
announcement, Morton's reported a loss for the second quarter of 2001 and a
decline in comparable restaurant revenues, and cautioned that, if unfavorable
conditions continued, third quarter and future results also would be adversely

35



Edgar Filing: MORTONS RESTAURANT GROUP INC - Form PREM14A

affected. Over the next few weeks Mr. Florescue and Morton's exchanged letters
and press releases stating their respective positions.

On July 31, 2001, the Special Committee held a meeting, which was also
attended by Greenhill and SRZ. Greenhill led a discussion of Morton's recent
financial performance based on information provided by Morton's management.
Greenhill then reviewed the status of discussions with various parties that had
expressed an interest in a potential transaction with Morton's, including BFMA,
the second, third and fourth potential interested parties, a competing
restaurant group, referred to as the fifth potential interested party, and an
individual with restaurant experience, referred to as the sixth potential
interested party. The Special Committee discussed the BFMA proposal, with
particular regard to BFMA (a) permitting its IAC financing to expire and its
stated intention not to renew the financing, (b) refusing to sign the Company's
customary form of confidentiality agreement despite other parties doing so, and
(c) insisting on discretion to disclose Morton's confidential information to an
unlimited number of potential equity and debt financing sources. Based on its
analysis of the BFMA proposal, the Special Committee determined that BFMA did
not appear to be a serious potential acquirer of Morton's and that the Special
Committee should focus on legitimate strategic alternatives, including
discussions with bona fide interested parties. Greenhill led a discussion
regarding the status of the second potential interested party's due diligence
investigation, as well as the fourth potential interested party's signing of a
confidentiality agreement and the status of discussions regarding when it would
have access to the due diligence materials. Greenhill also indicated that the
third potential interested party had not yet determined if it wanted to take
further steps toward a potential transaction with Morton's. The sixth potential
interested party expressed interest in a potential transaction that would be
financed by another individual. Greenhill had requested, but had not received,
evidence of the other individual's ability to finance a transaction with
Morton's. With respect to the fifth potential interested party, Greenhill
provided illustrative examples, from a financial perspective, of an acquisition
of Morton's by that party for cash and/or stock. The Special Committee members
indicated that they would consider a potential transaction with the fifth
potential interested party, but that it would not be in Morton's stockholders'
best interest to provide the competitor with Morton's confidential and
proprietary information at that time. The Special Committee then directed
Greenhill to find out more information about the structure and financing of a
potential transaction in which the fifth potential interested party would be
interested.

Greenhill also led an analysis and discussion regarding two of the potential
candidates for Morton's to acquire, one public and one private, including
background and financial information as well as accretion/dilution analyses with
certain projections and assumptions. Greenhill concluded that a transaction with
either candidate would be possible from a financial perspective. After further
discussion, the Special Committee members indicated that these two potential
acquisitions should be discussed with the full Board of Directors and with
Company management, although the consensus was that acquisition of another
company or business did not appear to be the most favorable alternative for
Morton's stockholders at that time because of, among other things, Morton's high
leverage and the
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likelihood that the contemplated transactions would not create substantially
greater liquidity in Morton's stock or a value realization event for Morton's
stockholders. Greenhill agreed to speak with Company management regarding
potential synergies and to solicit management's view with respect to such a
strategy. The Special Committee also discussed the potential for a
recapitalization involving Morton's, and the consensus was that a
recapitalization did not appear to be the most favorable alternative for
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Morton's stockholders at that time because of, among other things, Morton's
already high leverage and limited liquidity.

Greenhill then presented several suggestions for the Special Committee's
next steps. The Special Committee directed that (a) Greenhill attempt to contact
additional potential private equity/financial buyers to gauge the level of
interest in a potential transaction with Morton's, (b) Morton's continue the due
diligence process with the second and fourth potential interested parties and
other qualified interested parties that executed a customary confidentiality
agreement, (c) Greenhill schedule meetings between Company management and
interested parties that request management meetings, (d) Greenhill continue to
respond to parties that express interest in a potential transaction, including
the fifth potential interested party, and (e) at the appropriate time, Greenhill
contact additional potential strategic buyers to determine whether,
notwithstanding that no additional strategic buyers had expressed interest in
acquiring Morton's, some interest nevertheless could be discovered.

Based on the Special Committee's direction, Greenhill contacted an expanded
group of possible parties to gauge potential interest in a transaction involving
Morton's. Through the course of the process, from June 2001 through March 2002,
Greenhill either contacted or was contacted by approximately 30 separate
parties, including those discussed in this section, regarding potential interest
in a transaction with Morton's. Except for the potential interested parties
discussed herein, all of these parties either explicitly stated no interest or
never proceeded to a formal expression of interest. Except as described in this
proxy statement, no terms of potential transactions were ever discussed with
these parties.

Also on July 31, 2001, the Board of Directors held a meeting, a portion of
which was also attended by SRZ. The Special Committee members reported on the
actions of the Special Committee and on the status of the exploration of
strategic alternatives. The Board of Directors also discussed, among other
issues, Morton's results of operations and cost cutting initiatives.

In early August 2001, the fifth potential interested party clarified in
discussions with Greenhill that it would potentially be interested in a merger
using its stock as consideration. Based on the small size of the fifth potential
interested party's market capitalization and the consequent limited liquidity
for its shares, the proposed combination did not appear to achieve the objective
of offering Morton's stockholders a value realization event. The Special
Committee also did not view favorably the long-term prospects for the stock
consideration, on a preliminary basis. The Special Committee directed Greenhill
to indicate a preference for cash consideration. In a subsequent telephone
conversation, Greenhill stated the Special Committee's preference for cash
consideration and requested a response from the fifth potential interested party
regarding its continued interest. The fifth potential interested party never
responded to Greenhill.

On August 1, 2001, Morton's customary form of confidentiality agreement was
sent to a potentially interested restaurant operating company, referred to as
the seventh potential interested party. The seventh potential interested party
negotiated minor revisions to the form, and signed and returned it as of
August 8, 2001. Subsequently, the seventh potential interested party performed
its due diligence investigation of Morton's, including discussions with Company
management .

During the course of the annual Castle Harlan planning conference on
August 14-15, 2001, officers of certain affiliates of CHP discussed the
possibility of an affiliate of CHP acquiring Morton's. On August 15, 2001,
Mr. Castle resigned from the Special Committee. SRZ, which regularly represents
CHP and its affiliates (although not in connection with the merger or any
proposals related thereto),
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advised the Special Committee to hire its own separate legal counsel. The
remaining three members of the Special Committee appointed Mr. Cohn as chairman,
and determined that they would promptly interview and select separate legal
counsel for the Special Committee.

On August 23, 2001, Morton's customary form of confidentiality agreement was
sent to an affiliate of CHP, which negotiated minor revisions to the form, and
executed the confidentiality agreement as of the same date. Subsequently,
affiliates of CHP performed their due diligence investigation of Morton's,
including discussions with Company management.

During the period between August 16, 2001 and early September 2001,
Mr. Cohn, the chairman of the Special Committee, interviewed representatives of
four nationally known law firms on behalf of the Special Committee. Prior to the
Special Committee meeting of September 19, 2001, Mr. Cohn, on behalf of the
Special Committee, retained Richards, Layton & Finger, P.A., a Wilmington,
Delaware law firm, referred to as RLF, as counsel to the Special Committee. RLF
was retained based on its reputation, expertise in matters of Delaware corporate
law and familiarity with Morton's circumstances, having served as Delaware
special counsel to Morton's from time to time. Beginning with the Special
Committee's retention of RLF, SRZ did not represent the Special Committee and
continued to represent the Company.

In late August 2001, Greenhill had preliminary discussions with another
potential interested party, which ultimately informed Greenhill that it that it
did not wish to pursue a potential transaction with Morton's at that time. No
terms of a potential acquisition were discussed.

On September 14, 2001, Morton's issued a press release announcing that it
continued to experience weak revenue trends and negative comparable restaurant
revenues, and consistent with its previous announcements expected to report a
loss for the third quarter ending September 30, 2001. Morton's also announced
that the building housing the Morton's of Chicago steakhouse in the Wall Street
area of New York City (located at 90 West Street) was damaged in the
September 11, 2001 attacks and was closed indefinitely. Morton's again stated
that it was continuing the process of exploring its strategic alternatives,
including evaluating a potential sale of Morton's.

On September 19, 2001, the Special Committee met telephonically. RLF and
Greenhill also attended this meeting. The Special Committee discussed the
retention of RLF as counsel, and the role RLF would play in the Special
Committee's process. RLF also advised the Special Committee concerning the
duties of its members under Delaware law. The Special Committee also considered
the continued retention of Greenhill as its financial advisor, and determined
that it would be appropriate to continue to retain Greenhill given Greenhill's
work to date and familiarity with Morton's and its industry.

The Special Committee then received advice relating to the proper scope of
the resolutions authorizing the Special Committee's activities, and directed RLF
to prepare a resolution for consideration by the full Board of Directors of
Morton's delegating broad authority to the Special Committee.

At the same meeting, the Special Committee also received an oral
presentation from Greenhill relating to its evaluation of potential interest
expressed by various parties. The question of whether Morton's should be sold or
continue operations on a stand-alone basis was explored. In particular, the
Special Committee considered the impact on Morton's of the continuing weak
economy as exacerbated by the September 11, 2001 attacks, Morton's prospects as
a stand-alone enterprise, the effect of the attacks on the debt market as well
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as on merger and acquisition activity more generally, and the potential short
and long term impact on corporate spending and business travel generally and
Morton's business in particular.

Greenhill then briefed the Special Committee on its contacts with, and the
interest levels of, the various parties with which it had been in contact, and
the fact that all but four had expressed a lack of
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interest in further pursuing a transaction with Morton's. Greenhill then
described the four entities, which included CHP, that appeared to continue to
demonstrate interest in a potential transaction with Morton's. Thereafter,
Greenhill recommended that it be authorized by the Special Committee to continue
to contact other parties to ascertain their interest in a possible transaction
involving Morton's. The Special Committee accepted this recommendation and
instructed Greenhill to continue to contact any and all potential interested
parties to attempt to generate additional interest in a transaction involving
Morton's.

On September 25, 2001, the Board of Directors held a meeting. SRZ also
attended a portion of this meeting. RLF had previously provided SRZ with a set
of resolutions broadening the authority and scope of activity of the Special
Committee. The Board of Directors reconfirmed its authorization of the Special
Committee to review and evaluate any and all strategic alternatives available to
Morton's notwithstanding the events of September 11, 2001 and the worsening
state of the economy generally and the fine dining segment of the restaurant
industry in particular. The Board of Directors adopted the resolutions provided
by the Special Committee and expressly delegated to the Special Committee the
power and authority to (a) review and evaluate any strategic alternatives
available to Morton's, (b) review and evaluate the terms and conditions of any
strategic alternatives available to Morton's, (c) determine the advisability of
any strategic alternatives available to Morton's, (d) negotiate with any parties
with respect to the terms and conditions of any strategic alternatives available
to Morton's, (e) determine whether any strategic alternative is fair to and in
the best interests of Morton's and its stockholders, and (f) recommend to the
whole Board of Directors what action, if any, should be taken by Morton's with
respect to any strategic alternatives. The Board of Directors also resolved,
among other things, that it would not consider the approval of any strategic
alternative, nor determine the advisability of any strategic alternative,
without first receiving a favorable recommendation of the strategic alternative
by the Special Committee. Messrs. Castle and Pittaway were not present for any
discussions at this meeting relating to the Special Committee and the
exploration of strategic alternatives.

By letter, dated as of September 25, 2001, the reconstituted Special
Committee formally retained Greenhill as financial advisor to the Special
Committee. This engagement letter superseded the March 13, 2001 engagement
letter between Morton's and Greenhill. The terms of the engagement letter are
discussed below in "--Opinion of Financial Advisor to the Special Committee."

In late September and early October 2001, Greenhill had preliminary
discussions with two additional potential interested parties, each of which
ultimately disengaged from pursuing a potential transaction with Morton's at
that time. No terms of a potential acquisition were discussed.

On October 8, 2001, at the direction of the Special Committee, Greenhill
sent a letter to the four remaining interested parties, which were the second,
fourth and seventh potential interested parties and CHP, requesting that
non-binding preliminary indications of interest with respect to an acquisition
of Morton's be delivered to Greenhill by October 25, 2001.
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On October 23, 2001, Morton's issued a press release announcing that,
consistent with its earlier announcement, due to the severe nationwide impact of
the World Trade Center attacks and the other adverse circumstances previously
referred to, Morton's experienced a loss for the third quarter and for the nine
months ending September 30, 2001 and a decline in comparable restaurant
revenues. Morton's added that if such unfavorable conditions continued or
worsened, fourth quarter and future results also would be adversely affected.
Morton's again publicly confirmed that it was continuing the process of
exploring its strategic alternatives, including evaluating a potential sale of
Morton's.

On October 25, 2001, in their respective written non-binding preliminary
indications of interest, the second potential interested party indicated that it
may be willing to bid $11 to $13 per share, subject to certain contingencies,
the seventh potential interested party indicated that it may be willing to bid
$17
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per share and CHP indicated that it may be willing to bid $15 to $18 per share.
No other pricing or other terms with respect to a potential acquisition were
received from any other party at this time.

The Special Committee met with Greenhill and RLF on October 29, 2001 to
review the preliminary indications of interest received by Greenhill. At that
meeting RLF advised the Special Committee of its duties and responsibilities in
considering a potential sale of Morton's, and Greenhill reviewed the preliminary
indications of interest received by it.

Greenhill then reviewed the conditions associated with each indication of
interest received and the status of the due diligence investigation conducted by
each potential bidder. The Special Committee also inquired as to why the fourth
potential interested party had not submitted an indication, and instructed
Greenhill to contact that party to assure that it was aware of the preliminary
indication of interest deadline and to inquire whether it was still interested
in pursuing a potential transaction with Morton's. Subsequent to the Special
Committee meeting, Greenhill telephoned the fourth potential interested party,
which confirmed that it did not submit, and would not be submitting, a proposal.

The Special Committee also reviewed the history of the interest previously
expressed in Morton's by BFMA, as well as BFMA's prior refusal to sign Morton's
customary form of confidentiality agreement. Notwithstanding BFMA's previous
position, the Special Committee instructed Greenhill to make contact with BFMA's
representatives, advise them of the changes in the composition of the Special
Committee and its advisors, and inquire whether BFMA would be interested in
participating in the process currently being run by the Special Committee.

At its October 29, 2001 meeting, the Special Committee also discussed with
Greenhill Morton's current financial performance, based on information provided
by Morton's management, and Greenhill's preliminary approach to assessing the
adequacy of the three preliminary indications of interest received. Greenhill
reported that the ranges indicated by the prospective bidders appeared to be in
the range of adequacy in light of Morton's current financial situation.

The Special Committee also considered how best to proceed. In light of the
fact that one indication of interest was in a price range substantially lower
than, and was significantly more conditional than, the other two, and because
the party making that preliminary indication had indicated that it would require
at least two to three months of additional due diligence while the other two
parties had expressed a willingness to proceed more quickly, the Special
Committee determined to invite only the two parties that had expressed higher
ranges, CHP and the seventh potential interested party, to proceed with a
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potential transaction, and to advise the other party, the second potential
interested party, that in order for it to be considered in the ongoing process
it would need to indicate a material improvement in its price and be prepared to
move forward more quickly than it had previously indicated.

The Special Committee also considered the potential for continuing poor
financial results by Morton's, and determined to push potential interested
parties to move forward with a potential transaction before year-end, if
possible. The Special Committee also resolved to instruct senior management of
Morton's to make themselves available for due diligence meetings at the earliest
possible time.

On October 30, 2001, the Board of Directors held a meeting. SRZ attended a
portion of this meeting. Messrs. Castle and Pittaway were not present for the
discussion of matters related to strategic alternatives. The members of the
Special Committee summarized the status of the Special Committee's process,
including a summary of the indications of interest that had been received. By
unanimous vote of those Board members present, the Board of Directors authorized
the Special Committee to continue to explore the potential sale of Morton's, to
seek to obtain the best and final proposals as promptly as practicable, by
November 9, 2001 if possible, and to make its recommendation to the Board of
Directors promptly thereafter.
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On November 6, 2001, the Special Committee met telephonically with Greenhill
and RLF, and received a progress report from Greenhill. Greenhill reported on
the current status of due diligence being conducted by two parties, and advised
the Special Committee that it did not appear that November 9, 2001 was a
realistic date by which due diligence could be completed. The Special Committee
instructed Greenhill to continue to press potential interested parties to
complete their due diligence process as promptly as practicable. RLF also
reported on contacts with counsel to BFMA, and specific requests made by BFMA to
modify Morton's customary form of confidentiality agreement, including
(a) elimination of the standstill provisions, and (b) discretion to disclose
Morton's confidential information to an unlimited number of potential equity and
debt financing sources. The Special Committee reviewed each of BFMA's proposed
changes to the confidentiality agreement and discussed how to proceed.

Finally, the Special Committee instructed Greenhill to call for final bids
from all interested parties at the earliest possible date consistent with the
parties being allowed a reasonable time to complete due diligence. Appropriate
dates were discussed, as was the timing of the process.

Following further discussions between RLF and counsel for BFMA regarding
BFMA's requested modifications to the confidentiality agreement, BFMA refused to
execute the confidentiality agreement, and issued a press release and a letter
to Morton's critical of Morton's management, Board of Directors and Special
Committee. Mr. Florescue claimed in his letter and public statement that BFMA
remained interested in acquiring Morton's. Additionally, Mr. Florescue stated
that any offer less than $20 per share would significantly undervalue Morton's.
Morton's issued a press release on November 13, 2001 disagreeing with certain of
Mr. Florescue's contentions.

On November 15, 2001, Greenhill distributed a form of merger agreement to
CHP and the seventh potential interested party, along with a request that each
party include any requested revisions to the form of merger agreement as part of
its bid. On November 26, 2001, Greenhill distributed to these parties a draft of
Morton's disclosure letter to accompany the merger agreement. Revised drafts of
the merger agreement and disclosure letter were distributed on November 29,
2001, with hard copies of the draft appendices to the disclosure letter
distributed on November 30, 2001.
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On November 26, 2001, Greenhill sent a letter to Morton's Holdings and the
seventh potential interested party requesting that firm and binding offers
concerning an acquisition of Morton's be submitted to Greenhill by noon on
December 5, 2001. Greenhill's letter requested that the binding offer include
any required revisions to the merger agreement in a form that the parties would
be prepared to execute.

On December 3, 2001, the seventh potential interested party notified
Greenhill that it would not be submitting a bid to acquire Morton's based in
part on another transaction it was pursuing and in part on its discomfort with
the possibility of litigation by Mr. Florescue alluded to in his public
comments.

On December 5, 2001, the deadline for the potential interested parties to
submit firm and binding offers, the Special Committee met with Greenhill and RLF
to consider what was submitted. CHP submitted a letter to Greenhill declining to
make a bid at that time, but indicating that it was interested in doing so. The
letter further stated that with access to Morton's fiscal 2001 financial
information and more time to assess the results of cost control programs, it may
be in a better position to make a bid for Morton's. CHP proposed making a formal
bid on February 1, 2002, assuming that it received Morton's year-end financial
statements by that time. The Special Committee considered the lack of final
bids, and CHP's position that it needed to see year-end financial data before
proceeding. Greenhill advised the Special Committee that the second and seventh
potential interested parties also had expressed a desire to examine Morton's
year—-end financial results in light of the September 11, 2001 attacks and their
impact on Morton's operations.
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The Special Committee again considered whether it was appropriate to sell
Morton's at that time. After further deliberation, the Special Committee
determined to report to the full Board of Directors and, provided that the full
Board believed that it continued to be appropriate to pursue a sale of Morton's,
to re-contact the parties that had earlier provided preliminary indications of
interest with respect to a potential acquisition of Morton's to advise them that
Morton's would allow potential bidders to consider year-end results and would
consider a new bidding deadline in February 2002.

The Board of Directors met by telephone on December 7, 2001. SRZ attended a
portion of this meeting. At the meeting, Mr. Cohn updated the full Board of
Directors (other than Messrs. Castle and Pittaway, who did not participate in
this meeting) on the status of the Special Committee's evaluation of strategic
alternatives, including discussions regarding the seventh potential interested
party, CHP and BFMA. The Board of Directors directed the Special Committee to
continue its review and evaluation of any and all strategic alternatives
available to Morton's, as previously authorized, until February 15, 2002.

On December 10, 2001, Morton's issued a press release announcing that due to
the adverse circumstances previously referred to, Morton's expected to report
results substantially below 2000 levels, possibly including a loss for the
fourth quarter and year ending December 30, 2001. Morton's noted its continued
weak revenue trends and a decline in comparable restaurant revenues. Morton's
also reiterated its earlier warnings regarding future results, and again
publicly confirmed that it was continuing the process of exploring its strategic
alternatives, including evaluating a potential sale of Morton's.

On January 7, 2002, Morton's issued a press release announcing the closing
of its Sydney, Australia restaurant and that it had received notice from the
NYSE that it was below the NYSE's continued listing standards regarding total
market capitalization and stockholders' equity. Morton's stated that it intended
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to submit a business plan demonstrating planned compliance, and that the NYSE
would determine whether Morton's common stock would continue to be eligible for
trading on the NYSE. Morton's again publicly confirmed that it was continuing
the process of exploring its strategic alternatives, including evaluating a
potential sale of Morton's.

On January 18, 2002, the Special Committee met telephonically with Greenhill
and RLF. Greenhill advised the Special Committee that it had contacted the
second and seventh potential interested parties to advise them that the Special
Committee's process would likely continue into February to allow all potential
interested parties the opportunity to review Morton's year-end financial
results. Greenhill also reported that it had received inquiries from one
additional potential strategic buyer, referred to as the twelfth potential
interested party, and three additional parties, referred to as the thirteenth,
fourteenth and fifteenth potential interested parties, all of whom had expressed
interest in a potential transaction with Morton's. Greenhill advised that, after
preliminary discussions with the twelfth potential interested party's investment
banker and after providing the investment banker with Morton's customary form of
confidentiality agreement, the investment banker indicated that its client would
not be interested in proceeding further due to other opportunities the client
was pursuing (no terms of a potential acquisition were discussed). Greenhill
also advised that Morton's customary form of confidentiality agreement had been
provided to the thirteenth, fourteenth and fifteenth potential interested
parties.

Greenhill reviewed with the Special Committee Morton's year—-end financial
information provided to Greenhill by Company management. Greenhill observed that
Morton's December 2001 month EBITDA results had improved on a year over year
basis, although revenues and same store sales had continued to decline.

The Special Committee also discussed the timing of how it would proceed in
light of the emergence of new potential interested parties and the fact that CHP
had indicated in its letter of December 5, 2001 that it would be prepared to
submit a bid on February 1, 2002. Greenhill advised that calling for bids on
February 1, 2002 was not likely to draw the thirteenth, fourteenth and fifteenth
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potential interested parties into the process, and that a more realistic
deadline for final bids was February 15, 2002, which should allow any seriously
interested party sufficient time to conduct its due diligence investigation of
Morton's. The Special Committee thereafter determined that Greenhill should be
instructed to discuss with the thirteenth, fourteenth and fifteenth potential
interested parties whether they could reasonably be prepared to submit bids by
February 15, 2002. In the event that these potential interested parties did not
react adversely to submitting bids by that date, Greenhill was instructed to
advise them that the Special Committee would call for best and final bids on
February 15, 2002.

Thereafter, Greenhill had preliminary discussions with the thirteenth and
fourteenth potential interested parties. The thirteenth potential interested
party negotiated minor revisions to Morton's customary form of confidentiality
agreement and executed the confidentiality agreement as of January 24, 2002, but
ultimately determined not to pursue a potential transaction with Morton's at
that time primarily because of an internal conflict of interest relating to a
third party (no terms of a potential acquisition were discussed). The fourteenth
potential interested party negotiated minor revisions to Morton's customary form
of confidentiality agreement and executed the confidentiality agreement as of
January 18, 2002. Subsequently, the fourteenth potential interested party
performed its due diligence investigation of Morton's, including discussions
with Company management. During the same time period, counsel for the fifteenth
potential interested party contacted RLF to negotiate the confidentiality
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agreement. Following several discussions relating to the confidentiality
agreement, counsel for the fifteenth potential interested party advised RLF that
its client would not agree to the form of confidentiality agreement provided to
it (no terms of a potential acquisition were discussed). Thereafter, the
fifteenth potential interested party sent a series of letters, dated

February 11, 2002, February 27, 2002 and March 14, 2002, to the chairman of the
Special Committee and certain other directors, complaining that it was not
permitted access to the Special Committee's process without signing the
confidentiality agreement, that the standstill provisions of the confidentiality
agreement were inappropriate, and admonishing the Board of Directors as to the
discharge of its fiduciary duties and certain other matters. RLF responded in
writing to the February 11, 2002 letter on February 19, 2002 disagreeing with
certain of the contentions set forth in the February 11, 2002 letter.

The Board of Directors held a meeting on January 22, 2002. SRZ also attended
this meeting. At the meeting, Mr. Cohn updated the full Board (other than
Messrs. Castle and Pittaway, who did not participate in these discussions) on
the status of the Special Committee's evaluation of strategic alternatives,
including discussions regarding the remaining potential interested parties and
the deadline for submitting firm and final bids. At that time, it appeared that
only CHP and the fourteenth potential interested party remained interested,
although Morton's had recently sent updated financial information to the second
and fourth potential interested parties at their request.

On February 7, 2002, at the direction of the Special Committee, Greenhill
sent a letter notifying the remaining potential interested parties, CHP and the
fourteenth potential interested party, that firm and final bids would be due on
February 15, 2002. On February 8, 2002, a revised draft merger agreement was
distributed to the remaining potential interested parties.

In early to mid February 2002, the Company was contacted by a representative
of its senior lenders in connection with its Second Amended and Restated
Revolving Credit and Term Loan Agreement (referred to as the credit agreement).
The senior lenders questioned whether the Company was in compliance with one of
its financial ratios, and insisted on amending the credit agreement to reset
specified financial ratios and tests both as of December 30, 2001 and on a going
forward basis. They further indicated that they would require additional
amendments to the credit agreement, including restrictions on capital
expenditures, in conjunction with resetting the ratios and tests. The Company
initially resisted pressure from the senior lenders to accept these additional
proposed amendments to the credit agreement. At the same time, the Company's
independent auditors, in connection with their audit of the Company's fiscal
2001 financial statements, required confirmation from the senior lenders that
the Company was in compliance with the financial ratios and tests set forth in
the credit
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agreement. Ultimately, after negotiations as to the form and scope of
amendments, Morton's entered into Amendment No. 14 to the credit agreement on
March 13, 2002.

On February 15, 2002, the Special Committee met with Greenhill and RLF to
review the status of the process with Greenhill. Greenhill described its
conversations with the potential interested parties that had remained in the
process. Greenhill advised that the fourteenth potential interested party had
orally informed Greenhill that, based on its analysis of Morton's financial
results, it was not interested in proceeding further. RLF updated the Special
Committee on the position taken by the fifteenth potential interested party, and
the communications received from this party. Greenhill then reported to the
Special Committee on a $12.00 per share cash bid it received from Morton's
Holdings (a wholly owned investment of CHP) and the bid's conditional nature, as
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well as the updated valuation work that Greenhill had performed based upon
Morton's year—-end financial results. The only bid received by the Special
Committee was from Morton's Holdings.

The Special Committee then discussed the conditional nature of the bid
received, and how best to proceed. As a result of this discussion, the Special
Committee determined that Greenhill should contact Morton's Holdings to review
certain key terms that would need to be resolved before the Special Committee
would proceed to negotiate a transaction, including an increase in the price and
the elimination of several of the more material contingencies contained in the
bid, as well as the elimination of Morton's Holdings' demand for an extended
exclusivity period, significant additional due diligence and a 4% termination
fee plus expense reimbursement.

Between February 15 and February 28, 2002, discussions took place between
Greenhill and Morton's Holdings to attempt to address the more material
contingencies identified by the Special Committee in Morton's Holdings' bid, as
well as the suggested timing of that bid and the price and other terms offered.
On February 28, 2002, the Special Committee met telephonically to address the
status of those discussions and how to proceed. At that meeting, Greenhill
reported on its contacts with Morton's Holdings' representatives, and the
Special Committee reaffirmed its view that unless additional matters were
resolved, including an increase in the price offered by Morton's Holdings, it
would not negotiate a definitive agreement with Morton's Holdings.

Between February 28 and March 7, 2002, further discussions took place among
the Special Committee and its legal and financial advisors and Morton's Holdings
and its legal advisor. The discussions focused on the following: (a) the amount
of the offer price, (b) the amount of the termination fee (including expense
reimbursement), (c) the condition requiring the achievement of a minimum level
of earnings before interest, taxes, depreciation and amortization (referred to
as EBITDA) by Morton's and its subsidiaries, (d) the condition requiring that no
litigation be pending or threatened by a third party (other than by a
governmental authority), (e) the appropriateness and duration of an exclusivity
period and (f) the restrictions to be imposed on Morton's with respect to
solicitation of other proposals during the contract period. During these
discussions, Greenhill sought to have Morton's Holdings increase the offer price
and limit or eliminate the other provisions. As a result of the active arms
length negotiations between the parties, Morton's Holdings twice increased the
price it offered, did not pursue an exclusivity period, agreed to limit the
litigation condition and agreed to significant reductions in the termination fee
and EBITDA condition, all as reflected in the final merger agreement.

On March 1, 2002, the Special Committee met telephonically with Greenhill
and RLF to review the current status of negotiations with Morton's Holdings.
Greenhill reported that it had spoken with Morton's Holdings' representatives
regarding the issues referred to above. During its meeting, the Special
Committee again examined the possibility of abandoning the sale process and
considered the value of Morton's on a stand-alone basis. Greenhill reported its
view that in evaluating Morton's on a stand-alone basis, the Special Committee
would need to take into account the highly leveraged capital structure of
Morton's, the letter from the NYSE regarding compliance with its listing
standards and the current status of Morton's discussions with its senior lenders
regarding potential amendments to the
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credit agreement. A discussion followed as to whether Morton's would be viewed
as a "work out" situation by its senior lenders given its financial situation.
(Shortly after the signing of the merger agreement, the Company was notified by
representatives of its senior lenders that, in fact, it had been moved to the
work out group.) The participants also discussed the acceptability of an EBITDA
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condition in any transaction, and Greenhill was encouraged to continue to
attempt to eliminate this condition, if possible, or to push Morton's Holdings
to accept the lowest possible level of EBITDA as a condition to its offer.

On March 5, 2002, the Special Committee met telephonically to receive a
further update on the status of discussions between Morton's Holdings and
Greenhill. Greenhill reported that Morton's Holdings had agreed to increase its
offer price for Morton's to $12.50 per share, expressed some willingness to
compromise on certain conditions to its offer, continued to press for additional
time to complete due diligence, and indicated that it could be flexible
regarding its EBITDA condition only if the price offered in the transaction were
lower. The Special Committee again discussed its negotiating position in this
regard, and again considered whether Morton's stockholders were likely to be
better off with or without a transaction if Morton's Holdings was not willing to
compromise on these conditions.

RLF advised the Special Committee that SRZ had informed RLF of Morton's
senior lenders' demand that Morton's credit agreement be amended, and that in
light of the timing of the Special Committee's process, Morton's had begun
negotiations with its senior lenders on such an amendment.

Following additional deliberation and discussion, the Special Committee
instructed Greenhill to advise Morton's Holdings that the Special Committee
intended to cease discussions with Morton's Holdings and pursue other
alternatives in 48 hours unless Morton's Holdings was willing to compromise
significantly on its key conditions, increase its price and agree to a
termination fee in any transaction not to exceed 2.5% of equity value (including
any expense reimbursement) .

On March 5 and March 6, 2002, RLF discussed with White & Case LLP, a New
York, New York law firm, referred to as W&C, counsel to Morton's Holdings, the
following: (a) the condition requiring that no litigation be pending or
threatened by a third party (other than by a governmental authority), and
(b) the restrictions to be imposed on Morton's with respect to solicitation of
other proposals during the contract period. W&C agreed to limit the third party
litigation condition as reflected in the final merger agreement. Furthermore,
W&C discussed with RLF certain technical matters relating to the restrictions to
be imposed on Morton's with respect to solicitation of other proposals during
the contract period. At the conclusion of these discussions each of W&C and RLF
reported back to their respective clients that the foregoing matters had been
satisfactorily resolved.

On March 6, 2002, the Special Committee met telephonically with Greenhill
and RLF to receive an update on the status of negotiations. Greenhill reported
that Morton's Holdings had accepted a 2.5% termination fee, to be calculated on
the equity in the transaction and include expense reimbursement if payable.
Greenhill also reported that Morton's Holdings had refused to increase its price
above $12.50, but had agreed, after lengthy discussions, to lower the amount of
EBITDA that Morton's would need to achieve for the 12 month period ending
June 30, 2002 to $23 million. RLF, Greenhill and the Special Committee then
discussed how best to proceed and further discussed an appropriate negotiating
position to maximize stockholder value.

The Special Committee then discussed Morton's Holdings' position on price
and its EBITDA condition, and discussed its option to say "no" to Morton's
Holdings, and considered whether remaining a stand-alone Company was a viable
and attractive alternative. Greenhill gave input regarding the amount of
leverage that a financial buyer would be able to generate in a transaction of
this sort, and stated that the multiples of earnings and EBITDA implied in
Morton's Holdings' revised price exceeded several recent precedent transactions.
The Special Committee discussed the future of Morton's on a stand-alone basis,
and the proposed offer price. Following discussion, the Special Committee
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instructed Greenhill to seek an increase in the price offered, and to
communicate that if
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Morton's Holdings was willing to increase its offer price then the Special
Committee would authorize RLF to begin negotiating a merger agreement with W&C.

On March 7, 2002, the Special Committee met telephonically with Greenhill
and RLF and was advised that Morton's Holdings had increased its offer price to
$12.60 per share, but was unwilling to compromise further on price, or to
further adjust the EBITDA target condition in its offer. However, consistent
with the discussions between RLF and W&C, Morton's Holdings was willing to
compromise on the litigation condition to its offer. After discussion, the
Special Committee authorized RLF to open negotiations on definitive
documentation with Morton's Holdings.

Between March 7 and March 26, 2002, RLF negotiated the key provisions of the
merger agreement and ancillary documents with W&C. RLF was assisted in these
negotiations by SRZ to the extent that the documents addressed particular
representations and warranties specific to Morton's and other Company-specific
matters. RLF reported regularly to the chairman of the Special Committee with
respect to these negotiations. During this period, outside director Dianne H.
Russell reviewed drafts of the merger agreement with her separate counsel and
provided comments to RLF, which comments were incorporated into negotiations
with Morton's Holdings by the Special Committee.

On March 13, 2002, Morton's entered into Amendment No. 14 to its credit
agreement. Amendment No. 14 to the credit agreement, among other things,
(a) reset specified financial ratios and tests set forth in the credit
agreement, (b) modified the amortization of the term loan and increased the
interest rates applicable to the term loan and the revolving loans thereunder,
(c) prohibits Morton's from entering into any new capital expenditure
commitments or lease commitments for new restaurants until a specified cash flow
leverage ratio test is achieved, (d) limits capital expenditures to
$13.0 million in 2002, and further restricts capital expenditures in future
years, (e) prohibits the payment of dividends and the repurchase of Morton's
outstanding common stock, (f) reduces Morton's revolving credit facility to
$60,000,000 through June 30, 2003 unless a specified leverage ratio is achieved,
in which case the facility will return to $65,500,000, (g) provides for annual
additional mandatory prepayments as calculated based on Morton's net cash flows,
as defined, and (g) reduces Morton's revolving credit facility by $5 million
every 6 months from June 30, 2003 through June 30, 2005.

On March 14, 2002, Morton's issued a press release announcing that, due to
the adverse circumstances previously referred to, Morton's net income for the
fiscal 2001 fourth quarter and year were substantially below 2000 levels, and
announcing a decline in comparable restaurant revenues. Morton's also reported
continuing weak revenue trends and a decline in comparable restaurant revenues
through March 10, 2002, and reiterated its earlier warnings regarding future
results. Morton's again publicly confirmed that it was continuing the process of
exploring its strategic alternatives, including evaluating a potential sale of
Morton's.

Between March 15 and March 26, 2002, Morton's Holdings negotiated (on behalf
of Morton's) Amendment No. 15 (which would only become binding and effective
concurrently with completion of the merger) to Morton's credit agreement to
allow the merger to take place and to offer Morton's greater operational
flexibility post-merger. RLF reviewed Amendment No. 15 to Morton's credit
agreement and made comments to W&C with a view to attempting to assure that the
conditions to its effectiveness are reasonably likely to be met.
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On March 15, 2002, Mr. Baldwin attended a bank meeting at which Morton's
Holdings discussed with representatives of the senior lenders the terms of
Amendment No. 15 to Morton's credit agreement. Amendment No. 15 would become
effective only upon completion of the merger. Amendment No. 15, among other
things, would permit the merger to occur and would require Morton's to prepay
$10.0 million of the outstanding principal of the term loan under the credit
agreement in connection with completion of the merger. The $10.0 million
prepayment would be funded by Morton's Holdings. Amendment No. 15 would also
adjust other provisions of Morton's credit agreement, such as interest rates,
financial and other covenants and amortization schedules, thereby giving
Morton's greater operational flexibility post-merger (as compared with Morton's
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operational flexibility under Amendment No. 14). Mr. Baldwin only provided
financial information with respect to Morton's but did not engage in any
negotiations or discussions with Morton's Holdings with respect to the merger or
any of the related transactions.

On March 26, 2002, the Special Committee met with RLF and Greenhill to
consider the definitive documents that had been negotiated and to receive
Greenhill's report as to the fairness of the transaction from a financial point
of view. Ms. Russell, who had requested to attend the financial presentation at
the Special Committee's meeting, attended the portion of the meeting during
which Greenhill made its presentation.

Greenhill began its presentation by advising the Special Committee that it
was still in the process of completing a market check of potential acquirers of
Morton's and that this process needed to be completed before Greenhill could be
in a position to render an opinion as to the fairness from a financial point of
view of the proposed transaction with Morton's Holdings. Mr. Timothy George, the
senior member of the Greenhill team, then excused himself from the Special
Committee meeting to make inquiries of two additional potential strategic buyers
in order to complete Greenhill's market check.

RLF made a presentation to the Special Committee regarding the material
terms, conditions and contingencies in the merger agreement. The Special
Committee reviewed the specific provisions of the merger agreement addressed by
RLF and discussion followed.

RLF also reviewed with the Special Committee Amendment No. 15 to Morton's
credit agreement, which would become effective only upon consummation of the
merger, and which would allow the merger to be consummated without additional
outside debt financing for the purpose of replacing the existing bank financing,
thereby eliminating a significant potential contingency with respect to the
transaction. Finally, RLF distributed and reviewed with the Special Committee
the form of equity commitment letter pursuant to which CHP agreed, subject to
certain conditions, to subscribe to $74 million of equity of Morton's Holdings
to complete the transaction.

Mr. George of Greenhill then reported to the Special Committee that he had
made contact with senior officers of the two additional potential strategic
buyers that Greenhill needed to contact to complete its market check, and that
those senior officers reported that their respective organizations were aware of
Morton's and its sale process and were not interested in a possible transaction
with Morton's. Mr. George then advised that, based on these calls, Greenhill had
completed its market check, and was in a position to deliver its fairness
opinion. Following Mr. George's report, Greenhill then completed its
presentation to the Special Committee relating to the fairness of the proposed
transaction with Morton's Holdings from a financial point of view, and gave an
oral opinion to the Special Committee, subsequently confirmed in writing, to the
effect that, based on and subject to the considerations, limitations,
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qualifications and assumptions made therein, as of March 26, 2002, the $12.60
per share cash consideration to be received by Morton's stockholders in the
proposed merger was fair, from a financial point of view, to stockholders of
Morton's other than Morton's Holdings and its subsidiaries, including Morton's
Acquisition, and CHP and its affiliates.

The Special Committee then assessed the benefits of the proposed transaction
relative to a Company stand-alone alternative. Among other things, the Special
Committee considered the different valuation ranges for the Company presented by
Greenhill, the likelihood that the Company's strategic plan could be achieved in
light of the effects of the current economic uncertainty, the fact that the
Company received notice from the NYSE that it was below the continued listing
standards and therefore may cease to be eligible for trading on the NYSE, and
the availability of debt or equity financing to meet the Company's ongoing needs
in light of the Company's level of leverage and potential lack of liquidity for
stockholders. After discussion, the Special Committee then unanimously
determined to recommend the transaction to the full Board of Directors.

Following the meeting of the Special Committee, the full Board of Directors,
excluding Messrs. Castle and Pittaway who did not participate in this meeting,
met with Greenhill, RLF and SRZ
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to consider the report of the Special Committee and the advisability of the
proposed transaction. SRZ advised the members of the Board of Directors as to
their fiduciary duties in considering the transaction and the recommendation of
the Special Committee, and RLF briefed the Board of Directors on the material
terms and contingencies in Morton's Holdings' offer.

Greenhill then made a presentation to the Board of Directors. During the
Board of Directors' discussion of Greenhill's presentation, Mr. Baldwin,
Morton's executive vice president and chief financial officer, noted that
Morton's long term financial plan, dated January 2002, had not been updated to
incorporate Morton's recent completion of Amendment No. 14 to Morton's credit
agreement, pursuant to which, among other things, the lending banks restricted
Morton's from entering into any new capital expenditure commitments or lease
commitments for new restaurants called for under the January 2002 plan (other
than five restaurants with respect to which Morton's had already entered into
capital expenditure commitments or lease commitments). Mr. Baldwin noted that
the January 2002 plan required revisions to reflect the impact of Amendment
No. 14 to the credit agreement, including, among other things, higher interest
costs, accelerated principal amortization, reductions in commitment amounts and
restrictions on capital expenditures (which would prohibit Morton's from opening
any new restaurants in 2003). Amendment No. 14 to the credit agreement also
restricts, among other things, capital expenditures in 2004 and 2005. The impact
of Amendment No. 14 to the credit agreement would therefore result in lower
revenues and earnings in 2002 through 2005 due to fewer new restaurants being
permitted. Greenhill then advised the Board of Directors that it had not been
apprised of the impact of Amendment No. 14 to Morton's credit agreement on the
January 2002 plan, and would not be in a position to deliver its fairness
opinion to the full Board of Directors on the transaction until examining the
impact of the revisions on its financial analysis. Mr. Baldwin left the meeting
to revise the January 2002 plan. Greenhill then reviewed and analyzed those
changes. Following an adjournment of the meeting to allow Greenhill to complete
its work, the meeting reconvened, and Greenhill presented its revised analysis
orally (which was subsequently confirmed in writing). Greenhill reviewed the
changes to the analysis with the Board of Directors, observed that the reduction
in revenue and earnings growth as a result of opening fewer restaurants led to a
lower valuation range for Morton's pursuant to its discounted cash flow
analysis, and reconfirmed its opinion that the consideration to be received in
the transaction was fair from a financial point of view.
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Following the review, Greenhill delivered its fairness opinion to the Board
of Directors, and the Board of Directors, including each member of the Special
Committee, voted by the unanimous vote of those directors present to recommend
the transaction to the stockholders of Morton's and to take all steps necessary
to convene and hold a meeting of stockholders to vote on the transaction. In
connection with the merger, the Board of Directors also amended its amended and
restated stockholders rights agreement to provide that, among other things, the
rights under the stockholders rights agreement will not become exercisable as a
result of the merger agreement and the transactions contemplated thereby, and
that the stockholders rights agreement will be terminated simultaneously with
the consummation of the merger.

The merger agreement was signed and delivered following the Board of
Directors meeting, and on March 27, 2002 Morton's issued a press release and
made regulatory filings announcing the transaction.
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REASONS FOR THE RECOMMENDATION OF THE SPECIAL COMMITTEE AND THE BOARD OF
DIRECTORS

The Special Committee, which is composed of directors who are not officers
or employees of Morton's, Morton's Holdings, Morton's Acquisition or CHP and who
have no financial interest in the proposed merger different from Morton's
stockholders generally, has unanimously determined that the proposed merger and
merger agreement are fair to and in the best interests of Morton's and its
stockholders. The Special Committee unanimously approved the merger and the
merger agreement and recommended to the Board of Directors to approve and adopt
the merger agreement and approve the merger. The Special Committee considered a
number of factors, as more fully described above under "--Background of the
Merger" and below under "--Reasons for the Special Committee's Determination,”
in determining to make its recommendation. The Board of Directors, based in part
on (1) the unanimous recommendation of the Special Committee and (2) the oral
opinion, subsequently confirmed by the written opinion, dated March 26, 2002, of
Greenhill, that, based on and subject to the considerations, limitations,
assumptions and qualifications set forth in the opinion, as of March 26, 2002,
the $12.60 per share cash consideration to be received by Morton's stockholders
in the proposed merger was fair, from a financial point of view, to Morton's
stockholders (other than Morton's Holdings and its subsidiaries, including
Morton's Acquisition, and CHP and its affiliates), has determined by the
unanimous vote of those participating that the merger agreement and the merger
are fair to and in the best interests of Morton's and its stockholders and has
approved, adopted and declared advisable the merger agreement and approved the
merger.

REASONS FOR THE SPECIAL COMMITTEE'S DETERMINATION. In recommending approval
and adoption of the merger agreement and approval of the merger to the Board of
Directors, the Special Committee considered a number of factors that it believed
supported its recommendation, including:

— the efforts of the Special Committee, assisted by Greenhill, commencing in
May 2001 and continuing over the subsequent ten months, to explore and
pursue strategic alternatives for the Company, including merger or
acquisition by Morton's of another company or business, recapitalization,
preferred equity infusion or leveraged buyout or other sale of Morton's,
and including with respect to the latter, publicly stating on multiple
occasions that the Special Committee would consider any offers received,
and the fact that during a ten-month period the Special Committee
(directly or through Greenhill) had contact with at least 30 parties,
entered into confidentiality agreements with six parties, provided five
parties with the opportunity to conduct extensive due diligence, received
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preliminary indications of interest from three parties, and the only
definitive offer submitted was the offer from Morton's Holdings;

the dramatic negative impact on the Company's financial position and
business performance of the troubled economy, unfavorable business
conditions in the Company's market, corporate spending cutbacks, reduced
business travel and the effects of the September 11, 2001 attacks, along
with the Company's high debt load, low stockholder liquidity and small
scale, as well as the uncertainty of near-term improvement in the
Company's business, which together suggested that continued operation of
the Company on a stand alone basis as a public company presented
significant risks, including to the public stockholders, as compared to
the $12.60 per share cash merger consideration;

the declining financial position and business performance of Morton's had
caused Morton's to agree to Amendment No. 14 to Morton's credit agreement
in order to avoid a possible default and acceleration of the bank debt,
and that Amendment No. 14 to Morton's credit agreement imposes significant
restrictions on Morton's operating flexibility and capital expenditures,
thereby significantly reducing growth opportunities for Morton's for the
foreseeable future;

trading prices for Morton's common stock, particularly the fact that

(1) the $12.00 per share offer submitted by Morton's Holdings on
February 15, 2002 represented an 81.8% premium over the market closing
price of $6.60 per share on February 14, 2002, the last full trading day
before
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Morton's Holdings submitted its formal proposal to acquire Morton's and
(2) the $12.60 per share final offer represented a 10.1% premium over the
market closing price of $11.44 on March 25, 2002, the last full trading
day before the parties entered into the merger agreement;

the presentations made by Greenhill to the Special Committee on March 26,
2002, and the oral opinion, subsequently confirmed by the written opinion,
dated March 26, 2002, of Greenhill, that, based on and subject to the
considerations, limitations, assumptions and qualifications set forth in
the opinion, as of March 26, 2002, the $12.60 per share cash consideration
to be received by Morton's stockholders in the proposed merger was fair,
from a financial point of view, to Morton's stockholders (other than
Morton's Holdings and its subsidiaries, including Morton's Acquisition,
and CHP and its affiliates), and the Special Committee's adoption of the
conclusions and analysis of Greenhill contained in its fairness opinion
(See "--Opinion of Financial Advisor to the Special Committee");

the opportunity that the merger will afford Morton's stockholders, several
of whom have indicated to the Company that they desire a liquidity event,
to dispose of all of their common stock for cash in light of the
relatively thin trading market and lack of liquidity;

the fact that the NYSE has informed Morton's that Morton's common stock
might be delisted, and that such a delisting likely would exacerbate the
already limited liquidity of the Company's common stock;

the Special Committee's conclusion that the merger agreement, after giving
consideration to the requirements and limitations contained therein,
allows Morton's a reasonable opportunity to respond to certain third party
acquisition proposals, and, 1if a superior proposal were made, to terminate
the merger agreement and accept the superior proposal up until the time of
the stockholder vote on the merger, subject to certain limitations
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including the payment of a termination fee and expense reimbursement (See
"The Merger Agreement--Limitation on Considering Other Acquisition
Proposals");

the Special Committee's conclusion, based on advice from RLF, that under
prevailing law the percentage of the equity value of the transaction
represented by the termination fee and reimbursement of out-of-pocket fees
and expenses payable as discussed in "The Merger Agreement--Termination"
and "The Merger Agreement--Termination Fee and Expense Reimbursement,"
would not unduly discourage superior third-party offers, and, based on
advice from Greenhill, that the amount payable for reimbursement of
expenses and the termination fee is within the range of fees and expenses
payable in comparable transactions;

the business reputation and financial resources of Morton's Holdings'
affiliates, the strong track record of Morton's Holdings' affiliates in
completing transactions similar to the merger, including transactions in
the restaurant industry, and their demonstrated ability to obtain liquor
licenses all supported the Special Committee's determination that Morton's
Holdings had the ability to complete the merger in a timely manner;

CHP's commitment to provide $74.0 million of equity financing to Morton's
Holdings and the fact that neither CHP nor Morton's Holdings can amend,
modify or terminate that commitment in any respect that would adversely
affect the probability that the transactions contemplated by the merger
agreement will close, or that will delay the closing, without the prior
written consent of Morton's (which consent requires the approval of the
Special Committee), which, combined with the strong track record in
completing deals, supported the belief of the Special Committee that
Morton's Holdings would be able to meet its financing obligations pursuant
to the merger agreement and complete the merger;

that Morton's Holdings was able to negotiate on behalf of Morton's, and
Morton's bank lenders executed, Amendment No. 15 (which will only become
binding and effective concurrently with completion of the merger) to
Morton's credit agreement to allow the merger to take place,
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thereby virtually eliminating financing risk associated with the bank debt
with respect to the transaction;

the Special Committee's determination, after review of the valuation
summary prepared by Greenhill, that the $12.60 per share cash merger
consideration was within the range of going concern value and that the
premium represented thereby is within the range of premiums for recently
announced transactions that Greenhill identified as comparable;

the fact that the Special Committee was able to negotiate the purchase
price up to $12.60 per share from an initial offer price of $12.00 per
share, and the stated position of Morton's Holdings, following the Special
Committee's efforts to negotiate a higher purchase price, and after
Morton's Holdings had twice increased the price it was willing to offer,
that $12.60 per share was the highest price it was then willing to pay;

the fact that the negotiations with Morton's Holdings resulted in the
elimination of numerous conditions and contingencies originally proposed
by Morton's Holdings (including the elimination of any requirement to
obtain landlord consents or landlord estoppels) and a 37% reduction of the
maximum amount payable to Morton's Holdings for a termination fee as
originally proposed by Morton's Holdings, and the fact that, as originally
proposed, there was no limit to the amount of expense reimbursement
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payvable as part of the termination fee but that, as renegotiated, expense
reimbursement is included within the termination fee;

- the fact that Morton's common stock has been trading, and continues to
trade, at lower multiples relative to comparable restaurant companies due
to higher leverage, lower liquidity and smaller scale than comparable
restaurant companies; and

— the Special Committee's consideration of the proposal by BFMA Holding
Corporation and the negotiations and process relating thereto, including
(a) the fact that on or about July 19, 2001, BFMA informed Morton's that
it did not intend to renew its debt financing commitment, and that it
never subsequently evidenced any alternative financing arrangement or
prospects therefor, (b) the fact that BFMA was unwilling to sign Morton's
customary form of confidentiality agreement, (c) the fact that BFMA
desired to provide Morton's confidential information to an unlimited
number of unidentified potential equity and debt financing sources and
(d) Barry Florescue's transactional history and background (See
"--Background of the Merger").

The Special Committee also considered the following factors, among others,
relating to the procedures involved in the negotiation of the merger:

— Morton's Board of Directors established the Special Committee to consider
and negotiate the merger agreement;

— the Special Committee, which consists solely of directors who are not
officers or employees of Morton's, Morton's Holdings, Morton's Acquisition
or CHP and who have no financial interest in the proposed merger different
from Morton's stockholders generally, was given exclusive authority to,
among other things, evaluate, negotiate and recommend the terms of any
proposed transaction;

- members of the Special Committee will have no continuing interest in
Morton's after completion of the merger;

— the Board of Directors had determined that it would not approve any
transaction that was not recommended by the Special Committee;

— the Special Committee retained and received advice from its own legal
counsel and financial advisor in evaluating, negotiating and recommending
the terms of the merger agreement;

— Greenhill rendered an oral opinion, subsequently confirmed by a written
opinion, dated March 26, 2002, that, based on and subject to the
considerations, limitations, assumptions and
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qualifications set forth in the opinion, as of March 26, 2002, the $12.60
per share cash consideration to be received by Morton's stockholders in
the proposed merger was fair, from a financial point of view, to Morton's
stockholders (other than Morton's Holdings and its subsidiaries, including
Morton's Acquisition, and CHP and its affiliates);

- the $12.60 per share cash consideration and the other terms and conditions
of the merger agreement resulted from arm's-length bargaining between the
Special Committee and its representatives, on the one hand, and Morton's
Holdings and its representatives, on the other hand;

— the affirmative vote of the holders of a majority of the outstanding
Morton's shares of common stock entitled to vote on the matter is required

53



Edgar Filing: MORTONS RESTAURANT GROUP INC - Form PREM14A

under Delaware law and the merger agreement to approve and adopt the
merger agreement; and

— Morton's stockholders have the right to demand appraisal of their shares
in accordance with the procedures established by Delaware law. See
"Appraisal Rights."

The Special Committee also considered a variety of risks and other
potentially negative factors concerning the merger but determined that these
factors were outweighed by the benefits of the factors supporting the merger.
These negative factors included the following:

— certain terms and conditions set forth in the merger agreement, required
by Morton's Holdings as a prerequisite to entering into the merger
agreement, prohibit Morton's and its representatives from soliciting
third-party bids and from accepting third-party bids except in specified
circumstances and upon reimbursement of expenses relating to the merger
agreement and related transactions and payment to Morton's Holdings of a
specified termination fee, and these terms could have the effect of
discouraging a third party from making a bid to acquire Morton's (See "The
Merger Agreement--Limitation on Considering Other Acquisition Proposals");

- the $12.60 per share cash merger consideration is lower than (1) the
historic trading prices of the Company's common stock on the NYSE prior to
the economic slowdown and the September 11, 2001 attacks, and (2) the BFMA
proposal in 2001;

- the $12.60 per share cash merger consideration is lower than the
preliminary valuations presented by Greenhill in earlier discussions and
analyses in 2001, although those preliminary valuations were based on a
variety of factors and assumptions, and on the economic, market, financial
and other conditions as in effect on, and the information made available
to Greenhill as of, the date of preparation, and in particular did not
reflect subsequent developments including the substantial negative impact
on Morton's of the troubled economy, unfavorable business conditions in
the Company's market, corporate spending cutbacks, reduced business
travel, the effects of the September 11, 2001 attacks and the impact of
the Company entering into Amendment No. 14 to the credit agreement;

— the conflict of interest created by Mr. Castle's and Mr. Pittaway's
affiliation with CHP and by Mr. Bernstein's and Mr. Baldwin's expectation
that they would continue as executives of Morton's after the merger, as
well as the other factors discussed in "--Interests of Morton's Directors
and Officers in the Merger;"

- i1f the merger is not consummated under circumstances further discussed in
"The Merger Agreement--Termination" and "The Merger Agreement--Termination
Fee and Expense Reimbursement" Morton's may be required to reimburse
Morton's Acquisition and Morton's Holdings for expenses relating to the
Merger agreement and related transactions and to pay to Morton's
Acquisition the specified termination fee; and

- following the merger, Morton's will be a privately held company, and its
current stockholders will cease to participate in any future earnings,
losses, growth or decline of Morton's.
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In considering the merger, the Special Committee considered Greenhill's
"Analysis of Selected Precedent Transactions" and "Analysis of Selected
Comparable Publicly Traded Companies" to be the most relevant measures to
determine the going-concern value of Morton's. The Special Committee viewed
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Greenhill's "Discounted Cash Flow Analysis" as relevant but more subjective
because this valuation methodology depends on estimates of Morton's standalone
enterprise value and was based on numerous assumptions, including financial
projections and the discount rate, the growth rate and the terminal multiple.

The Special Committee did not ask Greenhill to attempt to determine the
liquidation value of Morton's and gave little consideration to the book value of
Morton's (which was $(0.05) per share at December 30, 2001) because it believed
that those measures of asset value were not relevant to the market value of
Morton's business and would be considerably less than the merger consideration
of $12.60 per Morton's share. While the Special Committee reviewed with
Greenhill its various financial analyses and reviewed with officers of Morton's
its historical and projected results, the Special Committee did not
independently generate its own separate financial analysis of the merger. In
reaching its determination, the Special Committee did not consider the share
repurchases made by the Company in the past two years because, based on these
repurchases occurring in fiscal 2000 (and no purchases being made after
September 15, 2000) at a time when Company was in a much stronger financial
position, the Special Committee did not view these purchases as material or
relevant to a determination of fairness.

After considering these factors, the Special Committee concluded that the
positive factors relating to the merger outweighed the negative factors. Because
of the variety of factors considered, the Special Committee did not find it
practicable to quantify or otherwise assign relative weights to, and did not
make specific assessments of, the specific factors considered in reaching its
determination. However, individual members of the Special Committee may have
assigned different weights to various factors. The determination of the Special
Committee was made after consideration of all of the factors together.

REASONS FOR THE BOARD OF DIRECTORS' DETERMINATION. Morton's Board of
Directors consists of nine directors, three of whom served on the Special
Committee (following Mr. Castle's resignation on August 15, 2001). In reporting
to Morton's Board of Directors regarding its determination and recommendation,
the Special Committee, with its legal and financial advisors participating,
advised the other members of the Board of Directors in attendance of the course
of its negotiations with Morton's Holdings and W&C, its review of the merger
agreement and the related financing commitments and the factors it took into
account in reaching its determination that the terms of the merger agreement,
including the offer price of $12.60 per share, and the merger are fair to and in
the best interests of Morton's and its stockholders. In view of the wide variety
of factors considered in its evaluation of the proposed merger, the Board of
Directors did not find it practicable to quantify or otherwise assign relative
weights to, and did not make specific assessments of, the specific factors
considered in reaching its determination. Rather, the Board of Directors based
its position on the totality of the information presented and considered,
including Greenhill's oral opinion, subsequently confirmed by its written
opinion, dated March 26, 2002, that, based on and subject to the considerations,
limitations, assumptions and qualifications set forth in the opinion, as of
March 26, 2002, the $12.60 per share cash consideration to be received by
Morton's stockholders in the proposed merger was fair, from a financial point of
view, to Morton's stockholders (other than Morton's Holdings and its
subsidiaries, including Morton's Acquisition, and CHP and its affiliates). In
connection with its consideration of the recommendation of the Special
Committee, as part of its determination with respect to the merger, the Board of
Directors adopted the conclusion, and the analysis underlying such conclusion,
of the Special Committee, based upon its view as to the reasonableness of that
analysis. THEREFORE, THE BOARD OF DIRECTORS, BASED IN PART ON THE UNANIMOUS
RECOMMENDATION OF THE SPECIAL COMMITTEE AND THE OPINION OF GREENHILL, RECOMMENDS
THAT YOU VOTE FOR THE ADOPTION AND APPROVAL OF THE MERGER AGREEMENT AND THE
APPROVAL OF THE MERGER.
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FAIRNESS OF THE MERGER TO STOCKHOLDERS. The Board of Directors believes
that the merger agreement and the proposed merger are substantively and
procedurally fair to, and in the best interests of, Morton's stockholders for
all of the reasons set forth above. In addition, with respect to procedural
fairness, the Board of Directors established the Special Committee, consisting
originally of four and, after Mr. Castle's resignation on August 15, 2001, of
three directors of Morton's, none of whom is an officer or employee of Morton's
or (after Mr. Castle's resignation) of Morton's Holdings, Morton's Acquisition
or CHP.

In reaching these conclusions, the Board of Directors considered it
significant that:

- the merger consideration of $12.60 in cash per share was the highest price
that Morton's Holdings indicated it was then willing to pay, following
arm's-length negotiations between the Special Committee and
representatives of Morton's Holdings;

- no member of the Special Committee has a financial interest in the
proposed merger different from Morton's stockholders generally;

— the Special Committee retained its own financial and legal advisors who
have extensive experience with transactions similar to the merger and who
assisted the Special Committee in the negotiations with Morton's Holdings;
and

— Greenhill was retained to advise the Special Committee as to the fairness,
from a financial point of view, of offers received, and Greenhill had
reached the conclusion expressed in its oral opinion, subsequently
confirmed by its written opinion, dated March 26, 2002, that, based on and
subject to the considerations, limitations, assumptions and qualifications
set forth in the opinion, as of March 26, 2002, the $12.60 per share cash
consideration to be received by Morton's stockholders in the proposed
merger was fair, from a financial point of view, to Morton's stockholders
(other than Morton's Holdings and its subsidiaries, including Morton's
Acquisition, and CHP and its affiliates).

The Board of Directors believes that the merger agreement and the proposed
merger are substantively and procedurally fair to Morton's stockholders for all
of the reasons and factors described above, even though no disinterested
representative, other than the Special Committee and its advisors, was retained
to act solely on behalf of the stockholders. Because of their affiliation with
CHP, directors John K. Castle and David B. Pittaway were not present during any
deliberations of the Board of Directors at which Morton's strategic alternatives
were discussed from the time that affiliates of Morton's Holdings began
exploring a possible transaction with Morton's in August 2001. They also did not
participate in or vote at the meeting of the Board of Directors on March 26,
2002 at which the Board of Directors discussed and approved the merger agreement
and the merger. The remaining seven directors voted unanimously to adopt and
approve the merger agreement and to approve the merger.

THE BOARD OF DIRECTORS, BASED ON THE UNANIMOUS RECOMMENDATION OF THE SPECIAL
COMMITTEE, RECOMMENDS THAT MORTON'S STOCKHOLDERS VOTE FOR THE PROPOSAL TO
APPROVE AND ADOPT THE MERGER AGREEMENT AND APPROVE THE MERGER.

The executive officers of Morton's, who collectively hold, as of the record
date, an aggregate of approximately [6.80]% of Morton's common stock, have
indicated to Morton's their intention to vote their shares in favor of approving
and adopting the merger agreement and approving the merger.
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POSITION OF MORTON'S HOLDINGS, MORTON'S ACQUISITION AND CHP AS TO THE FAIRNESS
OF THE MERGER

The rules of the SEC require each of Morton's Holdings, Morton's Acquisition
and CHP to express its belief as to the fairness of the merger agreement and the
proposed merger to Morton's stockholders. None of Morton's Holdings, Morton's
Acquisition and CHP, as the parties proposing to purchase Morton's, have
participated in the deliberations of the Special Committee or the Board of
Directors regarding the fairness of the merger to Morton's stockholders, nor did
they receive any advice from Greenhill as to the fairness of the merger. Each of
Morton's Holdings, Morton's Acquisition and CHP recognizes the substantial risks
entailed in purchasing Morton's but believes that Morton's could be an
attractive long-term investment opportunity as a private company with CHP as an
equity investor and Morton's new capital structure, particularly its reduced
debt level and the operating flexibility and growth potential that will be
permitted by the new bank lending arrangements that will become effective upon
completion of the merger. Each of Morton's Holdings, Morton's Acquisition and
CHP has considered the factors considered by the Special Committee and the Board
of Directors referred to above, based only on the more limited information
available to it pursuant to the sale process described above. Based on the
factors considered by the Special Committee and the Board of Directors,
including, in particular, the following material factors, Morton's Holdings,
Morton's Acquisition and CHP believe that the $12.60 per share cash merger
consideration is fair to Morton's stockholders from a financial point of view:

- the fact that the deteriorating financial position and business
performance of Morton's, combined with a significant debt load, would
impose significant restrictions on Morton's operating flexibility and
growth opportunities unless the bank debt could be refinanced and their
belief that it was unlikely that the Company's bank lenders would
refinance the Company's bank debt to permit such flexibility without a
meaningful repayment of principal on the bank debt;

- the fact that, based in part on the strong reputation of affiliates of CHP
in the leveraged lending community and as a restaurant industry investor,
Morton's Holdings was able to negotiate on behalf of Morton's, and
Morton's bank lenders executed, Amendment No. 15 (which will only become
binding and effective concurrently with completion of the merger) to the
Company's credit agreement to allow the merger to take place, thereby
virtually eliminating financing risk associated with the bank debt with
respect to the transaction;

- the fact that Morton's Holdings does not believe that, in the current
lending environment, it is likely that the debt financing negotiated by
Morton's Holdings on behalf of Morton's (as set forth in Amendment No. 15
to the Company's credit agreement) would be available on better terms to
any other financial buyer;

- the fact that Morton's Holdings considered the Company's 2002 budget
highly optimistic with respect to comparable store sales growth and,
therefore, unlikely to be met;

- the fact that the NYSE has informed Morton's that Morton's common stock
might be delisted, and that such a delisting likely would exacerbate the
already limited liquidity of the Company's common stock;

- trading prices for Morton's common stock, particularly the fact that
(1) the $12.00 per share offer submitted by Morton's Holdings on
February 15, 2002 represented an 81.8% premium over the market closing
price of $6.60 per share on February 14, 2002, the last full trading day
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before Morton's Holdings submitted its formal proposal to acquire Morton's
and (2) the $12.60 per share final offer represented a 10.1% premium over
the market closing price of $11.44 on March 25, 2002, the last full
trading day before the parties entered into the merger agreement;

- the fact that the consideration to be received by Morton's stockholders in
the merger would consist entirely of cash, eliminating any uncertainties
in valuing the merger consideration to be received by Morton's
stockholders;
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— without adopting the opinion, the fact that the Special Committee received
a written opinion of its independent financial advisor as to the fairness,
from a financial point of view, of the merger consideration to Morton's
stockholders (other than Morton's Holdings and its subsidiaries, including
Morton's Acquisition, and CHP and its affiliates);

- the terms and conditions of the merger agreement, including the amount and
form of consideration to be paid, the parties' mutual representations,
warranties and covenants and the conditions to their respective
obligations and the absence of any future obligations on Morton's
shareholders; and

- the unanimous recommendation of the Special Committee and the
recommendation of the Board of Directors (based on the unanimous vote of
those directors participating in the meeting of the Board of Directors on
March 26, 2002).

None of Morton's Holdings, Morton's Acquisition or CHP considered the net
book value or liquidation value of Morton's to be a material factor in
determining the fairness of the transaction to the Company's stockholders
because they believe such values would be less than the merger consideration.
Morton's Holdings, Morton's Acquisition and CHP did not establish a pre-merger
going concern value for the equity of Morton's to determine the fairness of the
merger consideration to the Company's stockholders. Morton's Holdings, Morton's
Acquisition and CHP do not believe there is any single method of determining
going concern value. In this regard, however, they noted that the Special
Committee's exploration of a possible sale of Morton's contemplated the sale of
Morton's as a going concern. None of Morton's Holdings, Morton's Acquisition or
CHP relied on any report, opinion or appraisal in determining the fairness of
the transaction to the Company's stockholders, but none of them disagrees with
the conclusion expressed by Greenhill in its opinion to the Special Committee
and the Board of Directors.

FEach of Morton's Holdings, Morton's Acquisition and CHP believes that the
merger is procedurally fair to Morton's stockholders because, among other
things:

- the Board of Directors appointed the Special Committee consisting solely
of directors who are not officers or employees of Morton's, Morton's
Holdings, Morton's Acquisition or CHP and who have no financial interest
in the proposed merger different from Morton's stockholders generally;

- the Special Committee was given exclusive authority to, among other
things, consider, negotiate and evaluate the terms of any proposed
transaction, including the merger;

— the Special Committee retained its own financial and legal advisors who
have extensive experience with transactions similar to the merger and who
assisted the Special Committee in the negotiations with Morton's Holdings;
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- the $12.60 per share cash merger consideration and the other terms and
conditions of the merger agreement resulted from active arm's length
bargaining between the Special Committee and Morton's Holdings and their
respective advisors;

— the merger agreement and the merger must be approved by the affirmative
vote of the holders of a majority of the outstanding shares of Morton's
common stock;

— the Special Committee's financial and legal advisors reported directly to
the Special Committee and took direction exclusively from the Special
Committee;

- the Board of Directors acted upon the unanimous recommendation of the
Special Committee; and

- the Board of Directors determined that it would not approve any
transaction that was not recommended by the Special Committee.
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In reaching its determination as to fairness, none of Morton's Holdings,
Morton's Acquisition or CHP assigned specific weight to particular factors, but
rather considered all factors as a whole.

FORWARD-LOOKING INFORMATION

Morton's does not, as a matter of course, make public projections as to
future sales, earnings or other results. However, in connection with Morton's
evaluation of strategic alternatives, Morton's management provided its 2001
operating plan and its 2002 operating plan, each of which was prepared in the
ordinary course of business in January of the respective year, to Greenhill and
to potential interested parties in connection with their respective due
diligence evaluations of the Company. The projections contained in these
operating plans are summarized below under the captions "Summary of Projections
from the 2001 Operating Plan (dated January 2001)" and "Summary of Projections
from the 2002 Operating Plan (dated January 2002)," respectively. As further
discussed above in "--Background of the Merger," Morton's amended the 2002
operating plan on March 26, 2002 to reflect the impact of Amendment No. 14 to
its credit agreement (which, among other things, restricted Morton's ability to
open new restaurants and limited Morton's capital expenditures), and provided
the revised operating plan to Greenhill (but not to Morton's Holdings, Morton's
Acquisition or CHP) in connection with Greenhill's analysis of the fairness of
the transaction from a financial point of view. The projections contained in the
revised 2002 operating plan are summarized below under the caption "Summary of
Projections from the Revised 2002 Operating Plan (dated March 26, 2002)."

The projections below were not prepared with a view to public disclosure or
compliance with published guidelines of the SEC or the guidelines established by
the American Institute of Certified Public Accountants regarding projections.
They are included in this proxy statement only because they were provided to
Greenhill or to Morton's Holdings or other potential interested parties in
connection with their consideration of a potential strategic transaction
involving Morton's. Neither Morton's independent auditors, nor any other
independent accountants, have compiled, examined or performed any procedures
with respect to these projections, nor have they expressed any opinion or other
form of assurance with respect to these projections or their achievability, and
assume no responsibility for, and disclaim any association with, them. The
inclusion of these projections in this document should not be regarded as a
representation by Morton's, Morton's Board of Directors, the Special Committee,
Morton's Holdings (or any of its affiliates) or any of their advisors, agents or
representatives that these projections are or will prove to be correct.
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Projections of this type are based on a number of significant uncertainties and
contingencies, all of which are difficult to predict and most of which are
beyond Morton's control. As a result, there can be no assurance that any of
these projections will be realized.

The projections below are or involve forward-looking statements and are
based upon a variety of assumptions, including Morton's ability to achieve
strategic goals, objectives and targets over the applicable period. These
assumptions involve Jjudgments with respect to future economic, competitive and
regulatory conditions, financial market conditions and future business
decisions, all of which are difficult or impossible to predict accurately and
many of which are beyond Morton's control. Many important factors, in addition
to those discussed elsewhere in this proxy statement, could cause Morton's
results to differ materially from those expressed or implied by the
forward-looking statements. These factors include the Company's competitive
environment, its ability to open new restaurants on a timely basis and the
performance of those restaurants, general economic and other market conditions
in which it operates and matters affecting business generally, all of which are
difficult to predict and many of which are beyond Morton's control. Accordingly,
there can be no assurance that any of the projections are indicative of Morton's
future performance or that actual results will not differ materially from those
in the projections set forth below. See "Cautionary Statement Regarding
Forward-Looking Statements."

All three sets of projections below assume that Morton's will continue to
operate as a public company. All three sets of projections below also assume
that Morton's would be operating under its
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credit agreement in effect at the time these projections were prepared (which in
the case of the 2001 operating plan and the 2002 operating plan was prior to the
entering into of Amendment No. 14 to the credit agreement, and in the case of
the revised 2002 operating plan was subsequent to the entering into of Amendment
No. 14 to the credit agreement). Additionally, (a) the projections contained in
the 2001 operating plan assume eight, ten, twelve, fourteen and seventeen new
restaurants would be opened in fiscal 2001 through 2005, respectively (it being
noted that six new restaurants were opened in 2001 (with one subsequently
closing in 2002) and no new restaurants were opened or planned to be opened in
the first fiscal quarter of 2002), and assume a comparable restaurant revenue
growth rate of 3.1% in fiscal 2001 (it being noted that comparable restaurant
revenues in fiscal 2001 declined 10.1%) (no separate assumption was made as to
comparable restaurant revenue growth rate for fiscal 2002 through 2005);

(b) the projections contained in the 2002 operating plan assume five, five, six,
eight and ten new restaurants would be opened in fiscal 2002 through 2006,
respectively (it being noted that no new restaurants were opened or planned to
be opened in the first fiscal quarter of 2002), assume one restaurant would be
closed in 2002 (Sydney, Australia), and assume a comparable restaurant revenue
growth rate of 5.2%, 3.0%, 4.5%, 4.5% and 4.5% in fiscal 2002 through 2006,
respectively (it being noted that comparable restaurant revenues in the first
fiscal quarter of 2002 declined 10.8%); and (c) the projections contained in the
revised 2002 operating plan assume five, zero, two, three and ten new
restaurants would be opened in fiscal 2002 through 2006, respectively (it being
noted that no new restaurants were opened or planned to be opened in the first

fiscal quarter of 2002), assume one restaurant would be closed in 2002 (Sydney,
Australia), and assume a comparable restaurant revenue growth rate of 4.9%,

3.0%, 4.5%, 4.5% and 4.5% in fiscal 2002 through 2006, respectively (it being
noted that comparable restaurant revenues in the first fiscal quarter of 2002
declined 10.8%).

SUMMARY OF PROJECTIONS FROM THE 2001 OPERATING PLAN (DATED JANUARY 2001)
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PLAN
2001
STATEMENT OF OPERATIONS INFORMATION
TOTLAL REVENUE S . v ettt ittt ettt ettt tee e s eeeeeeeeeennenn $285,678
Total Restaurant Expense (1) .. ...ttt ttneeeeeeennnnn $227,042
Restaurant Profdt ... ..ttt ittt et ettt ettt $ 58,636
OLher EXPENSES (2) v i vttt it ittt et eeeeeeeeeeeeeennnnaeennns $ 35,192
Y 0 0 Ot $ 23,444
NEt TN COME e v v e et ettt e et e ettt et e e eeeeeeeeeenaeeeeeeenns $ 10,811
o $ 36,534
BALANCE SHEET INFORMATION
CUTTENE AS S S e ittt ittt ettt ettt ettt ettt ettt e aeeeees $ 22,266
Property and Equipment, Net...... ..ttt ennnennn. $ 86,935
TOLALl ASSEE St vttt ettt ettt ettt e ettt e e ettt eeeeeee e $132,695
Current Liabilities .. i ettt ittt ettt e ettt $ 34,170
Obligations to Financial Institutions and Capital Leases,
Less Current Maturities.......iiii ittt teeeeneennnn $ 82,947
Stockholders' Equity (Deficit).....oiiiiiiiiiinnnn. $ 10,722

ESTIMATE
2002

$342,814
$273, 984
$ 68,830
$ 42,329
$ 26,501
$ 13,511

$ 42,109

$ 25,373
$ 94,867
$144,070
$ 39,011

$ 74,262
$ 25,066

(1) Includes costs of food and beverage, restaurant operating expenses and

restaurant level depreciation and non-cash charges.

(2) Includes general and administrative expenses, marketing and promotional

expenses, amortization and depreciation, and startup expenses.
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SUMMARY OF PROJECTIONS FROM THE 2002 OPERATING PLAN (DATED JANUARY 2002)

PLAN

2002
STATEMENT OF OPERATIONS INFORMATION
TOLAL REVENUE S . i ettt it ettt e e ettt teeeeee s eeeeeeeeeennenn $262,436
Total Restaurant Expense (1) . ... iii et tnneeeeeeeannnn $217,257
Restaurant Profdt ... ..ttt ettt ettt ettt ettt $ 45,179
OLher EXPENSES (2) v vt vttt ettt e e et eeeeeeeeseeeenannaeeenns $ 27,194
Y 0 0 Ot $ 17,985
Nt TN COME . v v ettt et e e e et ettt et e e e eeeeeeeeeneeeeeennns S 7,199
) $ 33,621
BALANCE SHEET INFORMATION
CUTTENE AS S S e ittt ittt et ettt ettt e et ettt et e eeeeees $ 24,241
Property and Equipment, Net...... ..ttt ennnennns $ 85,991
TOTLALl ASSEE S e ittt et ittt ettt ettt et e et e ettt $137,716

ESTIMATE
2003

$293,120
$242, 659
$ 50,461
$ 28,001
$ 22,370
$ 10,899

$ 36,794
$ 27,114

$ 85,242
$141, 091

ESTIMATE
2003

($ IN THOUSANDS)

$411,377
$328,780
$ 82,596
$ 51,045
$ 31,552
$ 17,886

$ 50,531

$ 26,828
$104, 752
$155, 641
$ 45,587

$ 58,699
$ 43,774

ESTIMATE
2004

($ IN THOUSANDS)

$330,585
$273,675
$ 56,911
$ 31,730
$ 25,180
$ 13,636

$ 41,688

$ 30,269
$ 84,848
$146,101
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Current Liabilities.......iiiiiiiiiii ittt $ 35,770 S 38,646 S 44,534 S
Obligations to Financial Institutions and Capital Leases,

Less Current MatuUrifieS. . uu ettt n ittt et eeeee e eeenenn $ 90,758 $ 78,706 S 63,343 S
Stockholders' Equity (DeficCit) .vuviien e neeneennnnnnnn $ 6,196 $ 17,095 $ 30,731 S

(1) Includes costs of food and beverage, restaurant operating expenses and
restaurant level depreciation and non-cash charges.

(2) Includes general and administrative expenses, marketing and promotional
expenses, amortization and depreciation, startup expenses and costs, for
2002, associated with evaluation of strategic alternatives.

SUMMARY OF PROJECTIONS FROM THE REVISED 2002 OPERATING PLAN (DATED MARCH 26,
2002)

PROJECTED ESTIMATE ESTIMATE
2002 2003 2004

($ IN THOUSANDS)

STATEMENT OF OPERATIONS INFORMATION

TOLAL REVENUE S . v vttt ittt et e ettt teeeeee s eeeeeeeeeennenn $261,273 $281,232 $298,408
Total Restaurant ExXpense (1) ...t tn e e eneeeeeeeeennnns $216,013 $232,514 $246,716
Restaurant Profdt ... .. ie ittt ittt et ettt ettt $ 45,260 S 48,717 $ 51,693
OLher EXPENSES (2) 4 vt ittt ettt ettt eeeeeeeeeeeeenannaeeenns $ 26,367 $ 25,692 $ 29,702
1) $ 18,893 $ 23,025 $ 21,990
NEt TN COME e v v e ettt e e e e e ettt et et eeeeeeeeeeaeeeeeeenns $ 7,189 $ 10,867 $ 11,403
1) 02 $ 33,203 $ 34,127 $ 34,775

BALANCE SHEET INFORMATION

(O o ot Y o = = i J Ot $ 24,744 $ 27,081 $ 29,286
Property and Equipment, Net.........oeeitttennnnnneeennnn $ 86,456 $ 80,674 $ 77,196
Total ASSEL S . ittt ittt ittt e e e e e e e e e e $138,445 $135, 750 $136,726
Current Liabilities.......iiiiiiiiiiii ittt $ 33,922 $ 38,073 $ 42,894
Obligations to Financial Institutions and Capital Leases,

Less Current MatuUrifieS . v v w e ittt ittt ittt eeeee e eeenenn $ 92,550 S 74,487 $ 58,389
Stockholders' Equity (Deficit) ..c.viiiinin e ennnnn. $ 6,980 $ 17,847 $ 29,250

(1) Includes costs of food and beverage, restaurant operating expenses and
restaurant level depreciation and non-cash charges.

(2) Includes general and administrative expenses, marketing and promotional

expenses, amortization and depreciation, startup expenses and costs, for
2002, associated with evaluation of strategic alternatives.

OPINION OF FINANCIAL ADVISOR TO THE SPECIAL COMMITTEE

Greenhill, as part of its engagement as financial advisor to the Special
Committee, was asked to render an opinion to the Special Committee and the Board
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of Directors with respect to the fairness, from a financial point of view, of
the $12.60 per share cash consideration to be received in the proposed merger by
Morton's stockholders (other than Morton's Holdings and its subsidiaries,
including Morton's Acquisition, and CHP and its affiliates).
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The following is a summary of the report by Greenhill to the Special
Committee and the Board of Directors in connection with the rendering of its
oral opinion presented to the Special Committee and to the Board of Directors on
March 26, 2002, subsequently confirmed by a written opinion addressed to the
Special Committee and the Board of Directors, dated March 26, 2002.

The full text of the written opinion of Greenhill with respect to the $12.60
per share cash consideration to be received by Morton's stockholders in the
proposed merger, setting forth the assumptions made, matters considered and the
limits on the review undertaken, is attached as Appendix B to this proxy
statement and is incorporated herein by reference. Morton's stockholders are
urged to read the opinion in its entirety. Greenhill's written opinion is
addressed to the Special Committee and the Board of Directors, is directed only
to the proposed cash consideration of $12.60 per share payable in the merger and
does not constitute a recommendation to any Morton's stockholder as to how the
stockholder should vote at the Morton's special meeting nor does it constitute a
recommendation to either the Special Committee or the Board of Directors as to
whether they should approve the merger. The summary of the opinion of Greenhill
set forth in this proxy statement is qualified in its entirety by reference to
the full text of the opinion.

In arriving at its opinion, Greenhill, among other things,

- reviewed the draft dated March 26, 2002 of the merger agreement (which
Morton's has confirmed is identical in all material respects to the form
executed by the parties) and certain related documents;

- reviewed certain publicly available financial statements of Morton's;

- reviewed certain other publicly available business and financial
information relating to Morton's that Greenhill deemed relevant;

- reviewed certain information, including financial forecasts and other
financial and operating data concerning Morton's, prepared by the
management of Morton's;

— discussed the past and present operations and financial condition and the
prospects of Morton's with senior executives of Morton's;

- reviewed the historical market prices and trading activity for Morton's
common stock and analyzed its implied valuation multiples;

- compared the $12.60 per share cash consideration to be paid to Morton's
stockholders in the merger with the value of the consideration received in
certain publicly available transactions that Greenhill deemed relevant;

- compared the $12.60 per share cash consideration to be paid to Morton's
stockholders in the merger with the trading values of certain companies
that Greenhill deemed relevant;

- participated in discussions and negotiations among representatives of
Morton's and its legal advisors and Morton's Holdings, CHP and their legal

advisors;

- participated in discussions among representatives of certain other parties
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with respect to a potential sale or other extraordinary transaction
involving Morton's;

- reviewed and took into consideration the disclosure by Morton's that the
NYSE has informed Morton's that it is below the NYSE continued listing
standards and may cease to be eligible for trading on the NYSE; and

- performed such other analyses and considered such other factors as
Greenhill deemed appropriate.
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In preparing its opinion, Greenhill assumed and relied upon, without
independent verification, the accuracy and completeness of the information
supplied or otherwise made available to it for purposes of its opinion.
Greenhill also relied upon the assurances of the representatives of Morton's
that they were not aware of any facts or circumstances that would make such
information inaccurate or misleading. With respect to the financial projections
of Morton's provided to Greenhill, Greenhill assumed that these projections were
reasonably prepared on a basis reflecting the best currently available estimates
and good faith judgments of the management of Morton's as to the future
financial performance of Morton's. Greenhill expressed no opinion with respect
to such projections or the assumptions upon which they were based. In arriving
at its opinion, Greenhill did not conduct an independent valuation or appraisal
of the assets or liabilities of Morton's, nor was Greenhill furnished with any
such appraisals. Greenhill also assumed that the merger will be consummated in
accordance with the terms of the merger agreement, which Greenhill further
assumed would be identical in all material respects to the latest draft thereof
Greenhill reviewed.

Greenhill's opinion is necessarily based on the economic, market, financial
and other conditions as in effect on, and the information made available to
Greenhill as of, the date of the Greenhill opinion. Subsequent developments may
affect the conclusions contained in the written opinion, dated March 26, 2002,
and Greenhill does not have any obligation to update, revise or reaffirm its
opinion.

In accordance with customary investment banking practice, Greenhill employed
generally accepted valuation methods in reaching its opinion. The following
summarizes the material analyses performed by Greenhill in connection with the
rendering of its oral opinion of March 26, 2002, subsequently confirmed by the
written opinion, dated March 26, 2002. Some of the summaries below include
information in tabular format. The tables alone do not constitute a complete
description of the financial analyses and should be read together with the text
of each summary.

ANALYSIS OF SELECTED PRECEDENT TRANSACTIONS. Using publicly available
information, Greenhill examined selected transactions with respect to industry
characteristics, growth prospects and other traits deemed relevant. Greenhill
noted that there are a limited number of recent precedent transactions that are
comparable to the merger. Specifically, Greenhill reviewed the following
transactions, listed in reverse chronological order beginning with the most
recently announced transaction:

Landry's Restaurants' acquisition of C.A. Muer Corp.;
- Lone Star Funds' acquisition of Shoney's;

— Castle Harlan/Bruckmann, Rosser, Sherrill & Co.'s acquisition of
McCormick & Schmick;

— An investor group's acquisition of VICORP Restaurants;
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- Bruckmann, Rosser, Sherrill & Co.'s acquisition of Il Fornaio (America)
Corporation; and
- Caxton-Iseman Capital's acquisition of Buffets.

Greenhill reviewed, among other information, the multiples of the precedent
transactions':

— implied enterprise value to LTM earnings before interest expense and tax
expenses plus depreciation and amortization (also known as EBITDA); and

- implied equity value to latest twelve months (also known as LTM) net
income.

Greenhill also reviewed the premium paid in these precedent transactions to
the stock price of the target company one month prior to the announcement of the
transaction.
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Greenhill's analysis of the precedent transactions resulted in the following
range, mean and median multiples:

ENTERPRISE VALUE TO EQUITY VALUE TO
EBITDA NET INCOME
2B o L £ 4.1x - 6.1x 12.2x — 18.8x
L= o 5.0x 14.6x%
DY LY i 8 o 4.7x 12.7x

Greenhill examined and analyzed other transactions that had been announced
prior to January 1, 2000, but deemed these transactions as less relevant on a
comparable basis due to the significant change in the stock markets and general
capital market environment since that time.

Greenhill then calculated the implied equity value and implied price per
share of Morton's common stock by applying relevant multiple and premium ranges
derived from the precedent transaction analyses described above to Morton's
actual and pro forma EBITDA for the year ended December 30, 2001, pro forma
includes certain one-time cost savings that, if implemented in 2001, would have
reduced Morton's overhead costs and resulted in an increase in its EBITDA and
net income, actual and pro forma net income for the year ended December 30, 2001
and the stock price of Morton's one month prior to the announcement of the
transaction. Greenhill used multiple ranges of 5.0x and 7.0x LTM EBITDA and
12.0x to 20.0x LTM net income and a one month premium range of 35.0% to 45.0%.
This analysis implied the ranges of equity values and prices per share of
Morton's common stock as set forth below:

IMPLIED EQUITY

VALUATION METRIC RANGE VALUE (a)

LTM EBITDA (Actual) «vev vt i ie e 5.0x - 7.0x $14.2 - $60.1
LTM EBITDA (Pro FOIMA) « vt v v v e eee e 5.0x - 7.0x $27.5 - $78.6
LTM Net Income (Actual) ......oueueeenn.. 12.0x - 20.0x $21.8 - $36.4

IMPLIE
SH

$3.40
$6.57
$5.22
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LTM Net Income (Pro Forma) ............ 12.0x - 20.0x $43.7 - $93.1 $10.4
One Month Premium Paid................ 35.0% - 45.0% $40.6 — $43.7 $9.72

(a) $US in millions.

(b) Fully diluted shares calculated using the treasury method and 4.18 million
primary shares outstanding.

Based on this analysis, Greenhill determined a valuation range for Morton's
common stock of approximately $6.00-$14.00 per share.

No company utilized in the selected precedent transaction analysis is
identical to Morton's nor is any transaction identical to the contemplated
transaction between Morton's and Morton's Holdings. An analysis of the results
therefore requires complex considerations and judgments regarding the financial
and operating characteristics of Morton's and the companies involved in the
precedent transactions. Greenhill made judgments and assumptions concerning
industry performance, general business, economic, market and financial
conditions and other matters. The numerical results are not in themselves
meaningful in analyzing the contemplated transaction as compared to the
precedent transactions.

DISCOUNTED CASH FLOW ANALYSIS. Greenhill performed and presented to the
Special Committee and the Board of Directors two different discounted cash flow
analyses of Morton's. The first analysis is referred to as the Management Case
and was based on financial forecasts prepared by Morton's management. The second
analysis is referred to as the IBES Case and was based on extrapolations

51

from a 2002 estimate of Morton's earnings per share (also known as EPS) of $0.13
published by I/B/E/S International, an industry provider of earnings estimates
published by various investment banking firms (also known as IBES).

In the discounted cash flow analysis, Greenhill determined the present value
of after-tax unlevered free cash flows generated over the forecast period plus a
terminal value, using terminal EBITDA multiples ranging from 5.0x to 6.0x and
discount rates ranging from 8.0% to 13.0% based on weighted average cost of
capital analysis. Greenhill also calculated and noted the perpetual growth rate
implied in the terminus. Net debt was then subtracted from the aggregate wvalues
to derive the equity wvalues. Based on this analysis, Greenhill calculated per
share values for Morton's in respect of the Management Case ranging from $25.18
to $40.77 and in respect of the IBES Case ranging from $2.81 to $14.18.

As discussed in "--Background of the Merger," during the course of its
presentation to the Board of Directors, Greenhill was advised that based upon
the recent completion of Amendment No. 14 to Morton's credit agreement, which
among other things restricted Morton's ability to open new restaurants,
management's long term financial plan prepared in January 2002 needed to be
revised. Using the revised financial plan information provided by the management
of Morton's, Greenhill performed a revised discounted cash flow analysis, which
is referred to as the Revised Management Case. Following the same methodology as
used previously for its discounted cash flow analysis (presented in the
immediately preceding paragraph), Greenhill calculated per share values for
Morton's in respect of the Revised Management Case ranging from $19.54 to
$31.44.
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ANALYSIS OF SELECTED COMPARABLE PUBLICLY TRADED COMPANIES. Greenhill
compared certain financial information of Morton's with corresponding publicly
available information of certain other companies which Greenhill deemed to be
reasonably similar to Morton's. In this portion of the analysis, Greenhill
compared certain financial information for four steakhouse restaurant chains:
Outback Steakhouse, RARE Hospitality International, Lone Star Steakhouse &
Saloon and The Smith & Wollensky Restaurant Group. These comparable steakhouse
restaurants are referred to as the Comparable Companies. Greenhill examined and
analyzed other publicly traded restaurant chains, but deemed these companies as
less relevant on a comparable basis.

Greenhill reviewed, among other information, the multiples of the Comparable
Companies':

- enterprise value to actual 2001 EBITDA and forecasted 2002 EBITDA; and

- price to actual 2001 earnings per share and forecasted 2002 earnings per
share.

Greenhill's analysis of the selected comparable publicly traded companies
resulted in the following range, mean and multiples:

ENTERPRISE VALUE TO

EBITDA (a)
2001A 2002E 2001A
2B o e £ 7.5x — 8.8x 5.9x - 7.8x 19.1x - 20
D LY=o 8.2x 7.0x 19.5x%
Median. vttt teeneeeenns 8.1x 7.4x% 19.2x

(a) EBITDA figures are before pre-opening costs, using assumptions where
necessary.

(b) Source: IBES Estimates as of March 2002.
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Greenhill then calculated the implied equity value and implied price per
share of Morton's common stock by applying multiple ranges that it deemed
relevant from the comparable company analysis described above to Morton's actual
2001 EBITDA, forecasted 2002 EBITDA based on the Management Case, forecasted
2002 EBITDA based on the IBES Case, actual 2001 net income, forecasted 2002 net
income based on the Management Case and forecasted 2002 net income based on the
IBES Case. Greenhill used multiple ranges of 6.0x to 8.5x actual 2001 EBITDA,
5.0x to 7.5x projected 2002 EBITDA for the IBES Case and the Management Case,
17.0x to 20.0x actual 2001 net income and 14.0x to 18.0x projected 2002 net
income for the IBES Case and the Management Case. This analysis implied the
ranges of equity values and prices per share of Morton's common stock as set
forth below:

Imp
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VALUATION METRIC RANGE IMPLIED EQUITY VALUE (B)

20012 EBTITDA(A) ¢ vt v e vt teeeeeeeeennnn 6.0x — 8.5x $37.2 - $94.5
2002E EBITDA (IBES CASE€) et veveenennnn 5.0x — 7.5x $18.2 - $77.5
2002E EBITDA (Management Case)...... 5.0x - 7.5x $67.7 — $151.7
2001A Net INnCOmME (A) « v v e et veennennnn 17.0x — 20.0x $30.9 - $36.4
2002E Net Income (IBES Case)........ 14.0x - 18.0x $7.6 — $9.8
2002E Net Income (Management Case).. 14.0x - 18.0x $131.9 - $169.5

(a) Reflects actual, rather than pro forma, results for 2001.
(b) $US in millions.

(c) Fully diluted shares calculated using the treasury method and 4.18 million
primary shares outstanding.

Based upon this analysis, Greenhill determined an unaffected market
valuation range for Morton's of approximately $8.00 to $15.00 per share.

No company utilized in Greenhill's comparable publicly traded company
analysis is identical to Morton's. In evaluating the Comparable Companies,
Greenhill made judgments and assumptions concerning industry performance,
general business, economic market and financial conditions and other matters.
Greenhill also made judgments as to the relative comparability of such companies
to Morton's and judgments as to the relative comparability of the various
valuation parameters with respect to the companies. Mathematical analysis (such
as determining the mean or median) is not, in itself, a meaningful method of
using publicly traded company data.

The summary set forth above does not purport to be a complete description of
the analyses or data presented by Greenhill. The preparation of a fairness
opinion is a complex process and is not necessarily susceptible to partial
analysis or summary description. In arriving at its opinion, Greenhill
considered the results of all of its analyses as a whole and did not attribute
any particular weight to any analysis or factor considered by it. Furthermore,
Greenhill believes that selecting any portion of its analyses, without
considering all analyses, would create an incomplete view of the process
underlying its opinion. In addition, Greenhill may have given various analyses
and factors more or less weight than other analyses and factors, and may have
deemed various assumptions more or less probable than other assumptions, so that
the ranges of valuations resulting from any particular analysis described above
should not be taken to be Greenhill's view of the actual value of Morton's. In
performing its analyses, Greenhill made numerous assumptions with respect to
industry performance, general business and economic conditions and other
matters, many of which are beyond the control of Morton's. Any estimates
contained in these analyses are not necessarily indicative of future results or
actual values, which may be significantly more or less favorable than those
suggested by these estimates. Because this analysis is inherently subject to
uncertainty, being based upon numerous factors or events beyond the
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control of Morton's, neither Greenhill nor Morton's assumes responsibility if
future results or actual values are materially different from these forecasts or
assumptions. The analyses do not purport to be appraisals or to reflect the
prices at which Morton's might actually be sold.
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The Special Committee's engagement letter with Greenhill provides for
Morton's to pay Greenhill a fee of $500,000 (subject to credit for accrued fees
totaling $250,000 under the March 13, 2001 engagement letter) upon the receipt
by Morton's of one or more bona fide offers, $125,000 of which has been paid to
date, a fee of 1.5% of the transaction value upon the consummation of certain
change of control and other extraordinary transactions and reimbursement of
Greenhill's reasonable costs and expenses. The term of the letter extends until
the earlier of September 12, 2002 or the date of a change of control or other
extraordinary transaction; provided that termination of the letter will not
affect Greenhill's right to receive the transaction fee described above upon
consummation of the merger. Either party can terminate the engagement letter by
providing the other party with 30 days written notice. Morton's agreed to offer
Greenhill the opportunity to provide financial advisory services with respect to
any change of control or other extraordinary transaction entered into during the
12 months after the termination of the engagement letter other than by
Greenhill. The engagement letter also provides that Morton's will indemnify
Greenhill and its affiliates against liabilities and expenses in connection with
its engagement.

PURPOSE AND STRUCTURE OF THE MERGER

The purpose of the merger for Morton's is to allow Morton's stockholders to
realize the value of their investment in the Company in cash at a price that
represents a premium to the market price of Morton's common stock before the
public announcement of the merger. Morton's continues to be negatively impacted
by the troubled economy, unfavorable business conditions in the Company's
market, corporate spending cutbacks, reduced business travel and the effects of
the September 11, 2001 attacks, along with unfavorable revenue trends and
increased operating costs. These factors continue to create significant
uncertainty regarding Morton's near-term financial performance, which could
continue to adversely affect Morton's future stock price. As a result, the
Special Committee and the Board of Directors believe that the merger continues
to be in the best interests of the stockholders at this time.

The purpose of the merger for Morton's Holdings, Morton's Acquisition and
CHP 1is for Morton's Holdings to acquire ownership of Morton's for the reasons
described in "Special Factors——-Position of Morton's Holdings, Morton's
Acquisition and CHP as to the Fairness of the Merger" beginning on page 44. The
proposed acquisition of Morton's has been structured as a merger of Morton's
Acquisition into Morton's in order to permit the cancellation of all of Morton's
common stock in a single step and to preserve Morton's identity and existing
contractual arrangements with third parties. The parties structured the merger
as a cash transaction in order to provide the public stockholders of Morton's
with cash for all of their shares and to provide a prompt and orderly transfer
of ownership of Morton's with reduced transaction costs. Although Morton's
Holdings considered acquiring Morton's through a tender offer followed by a
merger, Morton's Holdings determined that the merger is the most direct means of
effecting the acquisition of Morton's. No other alternatives were considered by
Morton's Holdings for the acquisition of Morton's.

EFFECTS OF THE MERGER; PLANS OR PROPOSALS AFTER THE MERGER

Subject to the matters described below, Morton's Holdings expects that,
initially following the merger, the business and operations of the Company will
generally continue as they are currently being conducted. As such, Morton's
Holdings currently intends to cause Morton's to continue to be run and managed
by, among others, the Company's existing executive officers. Morton's Holdings
will continue to evaluate all aspects of the business, operations,
capitalization and management of Morton's prior to and following the
consummation of the merger and will take such further actions, if any, as it
deems appropriate under the circumstances then existing. Morton's Holdings
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intends to seek additional
54

information about Morton's during this period and to review such information as
part of a comprehensive review of the Company's business, operations,
capitalization and management. Morton's Holdings expects that Castle

Harlan, Inc. will enter into a consulting agreement with the Company pursuant to
which Morton's will agree to pay Castle Harlan, Inc. an annual fee for
management and consulting services to be rendered to Morton's following the
merger in an amount of up to $2.8 million per year, subject to certain
performance-based conditions being satisfied. The first such annual fee in the
amount of approximately $2.8 million will be paid in advance to Castle

Harlan, Inc. upon completion of the merger. Morton's Holdings is undertaking the
merger at this time for the reasons described in "Special Factors—--Position of
Morton's Holdings, Morton's Acquisition and CHP as to the Fairness of the
Merger" beginning on page 44. Morton's Holdings determined that an acquisition
of Morton's on the terms described in this proxy statement represented an
attractive investment opportunity, and Morton's Holdings and Morton's
Acquisition negotiated and executed a merger agreement for the acquisition of
Morton's. Following the merger, Morton's will continue to be substantially
leveraged. Morton's Holdings has received no assurance that, following
consummation of the merger, Morton's will be able to service its indebtedness or
refinance its indebtedness on satisfactory terms.

If the merger is consummated, Morton's Holdings' interest in the Company's
net book value and net earnings and in the Company's equity generally will equal
100%, and Morton's Holdings and its affiliates and investors will be entitled to
all benefits resulting from such interest, including all income generated by the
Company's operations and any future increase in the Company's value. Similarly,
Morton's Holdings and its affiliates and investors will also bear all the risk
of losses generated by the Company's operations and any future decrease in the
value of the Company after the merger. Subsequent to the merger, Morton's
current stockholders (other than the members of management, if any, that make an
equity investment in Morton's Holdings) will cease to have ownership interests
in Morton's or rights as Morton's stockholders and, as a result, if the merger
is completed, such stockholders of Morton's will not participate in any future
earnings, losses, growth or decline of Morton's.

Morton's common stock is currently registered under the Exchange Act. As a
result of the merger, the common stock will be delisted from the NYSE, the
registration of the common stock under the Exchange Act will be terminated,
Morton's will be relieved of the obligation to comply with the proxy rules of
Regulation 14A under Section 14 of the Exchange Act, and its officers, directors
and beneficial owners of more than 10% of the common stock will be relieved of
the reporting requirements and restrictions on insider trading under Section 16
of the Exchange Act. Additionally, Morton's will no longer be subject to the
periodic reporting requirements of the Exchange Act and will cease filing any
information with the SEC. Accordingly, less information will be required to be
made publicly available than presently is the case.

Except as indicated in this proxy statement, Morton's Holdings does not have
any present plans or proposals that relate to, or will result in, an
extraordinary corporate transaction, such as a merger, reorganization or
liquidation involving Morton's or any of its subsidiaries, sale or transfer of a
material amount of assets of Morton's or any other material changes in Morton's
capitalization, dividend policy, corporate structure, business or composition of
the Board of Directors or the management of Morton's. Morton's Holdings will,
however, continue to evaluate the business and operations of Morton's after the
merger and make such changes as it deems appropriate.

RISKS THAT THE MERGER WILL NOT BE COMPLETED
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Completion of the merger is subject to various risks, including, but not
limited to, those described under "Merger Agreement--Conditions to Completing
the Merger." As a result of various risks to the completion of the merger,
Morton's cannot assure you that the merger will be completed even if the
requisite stockholder approval is obtained. It is expected that, if Morton's
stockholders do not approve
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and adopt the merger agreement and the merger or if the merger is not completed
for any other reason, the current management of Morton's, under the direction of
the Board of Directors, will continue to manage Morton's as an ongoing business.

INTERESTS OF MORTON'S DIRECTORS AND OFFICERS IN THE MERGER

The merger is not conditioned on any agreement or transaction with the
current management of Morton's. Prior to the execution of the merger agreement,
neither Morton's Holdings nor any of its affiliates (including Messrs. Castle
and Pittaway) had any discussions or negotiations with the executive officers of
Morton's regarding any proposed changes to their employment or other
compensation arrangements or the terms of any investment in Morton's Holdings or
Morton's following the completion of the merger. In considering the
recommendations of the Board of Directors, Morton's stockholders should be aware
that Morton's executive officers and Board of Directors may have interests in
the transaction that are different from, or in addition to, the interests of
Morton's stockholders generally. The Board of Directors appointed the Special
Committee, consisting solely of directors who are not officers or employees of
Morton's, Morton's Holdings, Morton's Acquisition or CHP and who have no
financial interest in the proposed merger different from Morton's stockholders
generally, to evaluate, negotiate and recommend the merger agreement and to
evaluate whether the merger is in the best interests of Morton's stockholders.
The Special Committee was aware of these differing interests and considered
them, among other matters, in evaluating and negotiating the merger agreement
and the merger and in recommending to the Board of Directors that the merger
agreement and the merger be approved and adopted. Furthermore, the Board of
Directors was aware of these differing interests and considered them, among
other matters, in determining that the merger is fair to and in the best
interests of Morton's and its stockholders and approving and adopting the merger
agreement and approving the merger.

The Board of Directors determined that each member of the Special Committee
would receive no additional consideration for his service on the Special
Committee, regardless of whether any proposed transaction was entered into or
completed.
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COMMON STOCK. As of the record date, Morton's directors and executive
officers held an aggregate of approximately 295,975 shares of Morton's common
stock, excluding stock options. These directors and executive officers have
confirmed to Morton's their intention to vote their shares in favor of approving
and adopting the merger agreement and approving the merger. The following table
sets forth the number of shares of Morton's common stock owned by each of
Morton's directors and executive officers, together with the aggregate payments
that are anticipated to be made in connection with such share ownership upon the
completion of the merger:

NO. OF SHARES OF
POSITION COMMON STOCK

AGGREGATE
PAYMENT
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Allen J. Bernstein..............

Thomas J. Baldwin...............

Roger J. Drake..................

Agnes LONgarzZO.....oeeeeeeenennns

Allan C. Schreiber..............

Klaus W. Fritsch................

John T. Bettin..................
John K. Castle.......... ... ...,
Dr. John J. Connolly............
Dianne H. Russell...............
David B. Pittaway...............
Lee M. Cohn (1) ..uuiiieineennn.
Robert L. Barney (1)............

Alan A. Teran (1) ...eveweeeeeenn.

Directors and Executive Officers

(1) Member of Special Committee

TREATMENT OF STOCK OPTIONS.

As of the record date,
are not also officers held no options to purchase shares of common stock.
Morton's executive officers held options to purchase an aggregate of

approximately [843,475] shares of common stock
approximately [638,475] shares having exercise prices equal to or greater than

Chairman, President and Chief
Executive Officer

Executive Vice President, Chief
Financial Officer, Assistant
Secretary, Treasurer and
Director

Vice President--Communications

Vice President--Administration
and Secretary

Senior Vice President—-
Development

Vice-Chairman and Co-Founder--
Morton's of Chicago

President-Morton's of Chicago
Director
Director
Director
Director
Director
Director

Director

$12.60 per share). Pursuant to the terms of Morton's option plans,

upon the completion of the merger,
will be fully vested upon the completion of the merger.
price equal to or greater than $12.60 per share, however, will be canceled at
the effective time of the merger without any payment or other consideration.

and each

other options will be canceled,

Morton's directors who

(including options to acquire

the vesting
of all unvested stock options to purchase Morton's common stock will accelerate
and, as a result, all outstanding options
Options with an exercise

$3,039,183

422,100

126,000

65,243
5,040
6,300

39,462

18,900
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option holder will be entitled to receive a cash payment equal to the difference
between $12.60 and the exercise price of the applicable option, multiplied by
the number of shares subject to the option. The aggregate amount to be paid to
Morton's executive officers for their outstanding stock options is expected to
be approximately $308,469, before taxes and other withholding. The following
table sets forth the cash amounts, before taxes and any withholding, that the
executive officers are expected to receive in respect of their stock options
upon completion of the merger.

COMMON SHARES SUBJECT

TO OPTIONS AT AN COMMON SHARES SUBJECT
EXERCISE PRICE EQUAL TO OPTIONS AT AN

TO OR GREATER THAN EXERCISE PRICE LESS

$12.60 PER SHARE THAN $12.60 PER SHARE
Allen J. Bernstedn........couuuueneneon. 310,000 140,000
Thomas J. Baldwin.......oweweweeeennen. 136,000 15,000
Roger J. Drake....... ... 16,375 0
Agnes LONGgaATrZO. . e eeeeeeenneeeeenens 43,400 10,000
Allan C. Schreiber........ ... 31,000 25,000
Klaus W. Fritsch....... ... 31,700 15,000
John T. Bettin.....oiiiiiiiiinennnnn 70,000 0

Directors and Executive Officers as a

GrOUP e e e v e ettt eeeeeeeaaeeeeeeeennns 638,475 205,000

RELATIONSHIPS OF EXECUTIVE OFFICERS WITH THE SURVIVING CORPORATION. The
merger is not conditioned on any agreement or transaction with the current
management of Morton's. Prior to the execution of the merger agreement, neither
Morton's Holdings nor any of its affiliates (including Messrs. Castle and
Pittaway) had any discussions or negotiations with the executive officers of
Morton's regarding any proposed changes to their employment or other
compensation arrangements or any investment in Morton's Holdings or Morton's
following the completion of the merger.

EXECUTIVE OFFICERS OF THE SURVIVING CORPORATION. The merger agreement
provides that the current officers of Morton's will continue as the officers of
Morton's immediately following the merger until their successors are duly
elected or appointed and qualified or until their earlier death, resignation or
removal. The executive officers of Morton's that are expected to remain officers
of Morton's following completion of the merger are Allen J. Bernstein, chairman
of the board, president and chief executive officer; Thomas J. Baldwin,
executive vice president, chief financial officer, assistant secretary,
treasurer and director; Roger J. Drake, vice president--communications; Agnes
Longarzo, vice president-—-administration and secretary; Allan C. Schreiber,
senior vice president--development; Klaus W. Fritsch, vice chairman and
co-founder--Morton's of Chicago; and John T. Bettin, president--Morton's of
Chicago.

POTENTIAL EQUITY INVESTMENT BY MANAGEMENT. Morton's Holdings has informed
Morton's that Morton's Holdings intends to offer to senior employees, including
Allen J. Bernstein and Thomas J. Baldwin, the opportunity to subscribe for
equity interests in Morton's Holdings of up to an aggregate of approximately
7.5% of the total equity interests of Morton's Holdings. It is expected that the

AGGREGATE
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subscription by these individuals for equity interests in Morton's Holdings will
be on substantially the same terms as the subscription by CHP for equity
interests in Morton's Holdings at the time of completion of the merger. Any such
investment will reduce, on a dollar-for-dollar basis, the amount of cash merger
consideration to be received by any such individual in exchange for such
individual's shares of Morton's common stock in the merger. The identity of the
individuals who may subscribe for equity interests in Morton's Holdings, and the
percentage ownership of Morton's Holdings that such individuals may hold
following the merger in this connection (not to exceed 7.5% in the aggregate),
may vary and may not be finally determined until shortly prior to completion of
the merger. The
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opportunities to invest in Morton's Holdings provides these individuals with
interests in the Merger that are different from, or in addition to, your
interests as a Morton's stockholder.

EMPLOYEE EQUITY INCENTIVES. Morton's Holdings has informed Morton's that
Morton's Holdings expects that following completion of the merger, an aggregate
of approximately 10-15% of the common equity interests of Morton's Holdings will
be reserved pursuant to an employee equity incentive program that provides for
the issuance to employees of the surviving corporation of options to purchase
equity interests in Morton's Holdings and/or restricted equity interests in
Morton's Holdings. Morton's Holdings has not determined the details of the
employee equity incentive program and has not determined who may be eligible to
participate in the program or the conditions for eligibility for and vesting of
such awards.

INDEMNIFICATION OF DIRECTORS AND OFFICERS; DIRECTORS' AND OFFICERS'
INSURANCE. The merger agreement provides that Morton's, as the surviving
entity, will indemnify and hold harmless each current and former director and
officer of Morton's for acts and omissions occurring before or as of the
effective time of the merger to the full extent permitted under Delaware law.
The merger agreement further provides that, for a period of at least six years
after the effective time of the merger, Morton's, as the surviving entity, will
maintain Morton's current directors' and officers' liability insurance and
indemnification policy with respect to events occurring before or as of the
effective time of the merger and covering all current or prior directors and
officers of the Company (however, in the event that the cost of this insurance
exceeds 200% of the current annual premiums, then Morton's, as the surviving
entity, must obtain insurance with the greatest coverage for a cost not
exceeding 200% of the current annual premiums); Morton's, as the surviving
entity, may substitute for the existing insurance substantially similar
insurance so long as it is on terms no less favorable, taken as a whole. See
"The Merger Agreement--Indemnification and Insurance."

CHANGE OF CONTROL AGREEMENTS. Morton's has entered into change of control
agreements with Allen J. Bernstein, Thomas J. Baldwin, Allan C. Schreiber, Agnes
Longarzo and Roger J. Drake, and Morton's of Chicago, Inc. has entered into
change of control agreements with Klaus W. Fritsch, John T. Bettin and Ronald M.
DiNella. Each change of control agreement has a three-year term, subject to
automatic renewal for additional three-year periods on each anniversary of the
change of control agreement unless Morton's or Morton's of Chicago, Inc., as
applicable, gives the officer at least 60 days' prior notice that the change of
control agreement will not be so extended. Pursuant to each change of control
agreement, Morton's or Morton's of Chicago, Inc., as applicable, agrees to
continue the officer in its employ for a three-year period following a defined
change of control of Morton's. If, during the three-year period, the officer's

employment is terminated by Morton's or Morton's of Chicago, Inc., as
applicable, other than for defined cause or if the officer terminates employment
with Morton's or Morton's of Chicago, Inc., as applicable, for defined good
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reason, Morton's or Morton's of Chicago, Inc., as applicable, is required to
make a cash lump-sum payment to the officer equal to 2.99 times the officer's
base amount, as computed under the Internal Revenue Code, less any severance
payments payable to such officer pursuant to employment agreements, where
applicable; subject to reduction to the extent the total amount received by the
officer under the change of control agreement and any other agreement by reason
of a change of control would constitute a "parachute payment" under

Section 280G (b) (2) of the Internal Revenue Code. In addition, for a period of at
least three years after such termination, Morton's or Morton's of

Chicago, Inc., as applicable, is required to continue to provide the officer
with welfare benefits similar to those received by the officer when employed by
Morton's or Morton's of Chicago, Inc., as applicable. In general, an officer's
base amount as used above is the average annual compensation included in the
gross income of such officer for the most recent five taxable years ending
before a change of control.

EMPLOYMENT AGREEMENTS. Morton's has previously entered into employment
agreements with Allen J. Bernstein, Thomas J. Baldwin and Agnes Longarzo. There
are currently no plans, proposals or
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negotiations that relate to, or would result in, a change in the terms of these
employment agreements. Each of these employment agreements was entered into
prior to, and not in anticipation of, the negotiation of the merger.

OTHER RELATIONSHIPS. Additional relationships involving Morton's directors
and officers are discussed below in "--Certain Relationships Between CHP (and
its affiliates) and Morton's." Dianne H. Russell is also senior vice president
and regional managing director of the technology and life sciences division of
Comerica Bank, one of Morton's lenders.

CERTAIN RELATIONSHIPS BETWEEN CHP (AND ITS AFFILIATES) AND MORTON'S

RELATIONSHIPS OF CERTAIN DIRECTORS AND EXECUTIVE OFFICERS WITH MORTON'S HOLDINGS
AND CHP

CHP beneficially owns 100% of the outstanding membership interests of
Morton's Holdings. Directors John K. Castle and David B. Pittaway are executive
officers of certain affiliates of CHP, and each has an indirect financial
interest in Morton's Holdings. As a result of these affiliations with CHP,
following the completion of the merger, each of these directors will participate
in future earnings, losses, growth or decline of Morton's, while other current
stockholders will not.

Upon consummation of the merger, it is expected that Castle Harlan, Inc.
will enter into a consulting agreement with Morton's. Pursuant to the consulting
agreement, Morton's will agree to pay Castle Harlan, Inc. an annual fee for
management and consulting services to be rendered to Morton's following the
merger in an amount of up to $2.8 million per year, subject to certain
performance-based conditions being satisfied. The first such annual fee in the
amount of approximately $2.8 million will be paid in advance to Castle
Harlan, Inc. upon completion of the merger.

Dr. Connolly and Mr. Castle are principals in several medical publishing
ventures.

Certain of Morton's other directors and executive officers serve on the
board of directors of or as consultants to one or more private companies
controlled by CHP or its affiliates and have previously made investments in
these companies. The aggregate annual fees paid to these individuals by these
private companies in respect of their services as directors or consultants and
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the aggregate amounts of the investments made by these individuals are as
follows:

AGGREGATE ANNUAL FEES INVESTMENTS

Allen J. BernNsSteIN. . u ittt ettt ettt eeneeeeeenn $220,000 $337,263
Thomas J. BaldwWin. ..o it e tonteeeeeeeeeeeeeeneenenan 50,000 33,711
Lee M. CoONN (L) v ittt ittt et et e e e e et et et et ettt e eeeaenn 30,000 0
John J. CONNOL Ly u ittt ittt ettt eeeee e eeaaeeeeees 32,000 0
Alan A. Teran (L) c v e v it ittt ettt ettt ettt eeeeeennn 10,000 0

(1) Member of Special Committee

TRANSACTIONS BETWEEN CHP AND MORTON'S. Morton's has previously invested an
aggregate of $80,714 in private companies controlled by CHP or its affiliates.

MERGER FINANCING

Morton's and Morton's Holdings estimate that the total amount of new funds
necessary to consummate the merger and related transactions will be
approximately $74.0 million. Approximately $10.0 million of this amount will be
used to retire existing bank debt of Morton's and the remainder will be used to
pay the merger consideration and to pay fees and expenses necessary to complete
the merger and related transactions. CHP has committed to provide $74.0 million
of equity financing to
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Morton's Holdings at the time of completion of the Merger. CHP and Morton's
Holdings have agreed not to amend, modify or terminate that commitment in any
respect that would adversely affect the probability that the transactions
contemplated by the merger agreement will close, or that will delay the closing,
without the prior written consent of Morton's (which consent requires the
approval of the Special Committee).

Completion of the merger is not contingent on obtaining any additional
financing (other than the repayment of $10.0 million of bank debt contemplated
by Amendment No. 15 to the credit agreement described below) to repay Morton's
existing bank debt. Morton's Holdings has negotiated on behalf of Morton's, and
Morton's and its bank lenders have executed, Amendment No. 15 (which will only
become binding and effective concurrently with completion of the merger) to
Morton's credit agreement to allow the merger to take place. The amendment is
subject to completion of the merger, repayment of $10.0 million of bank debt and
other customary conditions for amendments of this type. The effectiveness of
this amendment is a condition to closing in the merger agreement.

ESTIMATED FEES AND EXPENSES OF THE MERGER

Whether or not the merger is completed, in general, all fees and expenses
incurred in connection with the merger will be paid by the party incurring those
fees and expenses. Under certain circumstances described in "The Merger
Agreement--Termination Fee and Expense Reimbursement," Morton's will pay
Morton's Holdings up to an aggregate of $1,320,000 as a termination fee and
reimbursement of the out-of-pocket expenses of Morton's Holdings and Morton's
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Acquisition incurred in connection with the merger and the proposed financing.
If the merger agreement is terminated under circumstances where Morton's
Holdings is not entitled to receive a termination fee and reimbursement of
out-of-pocket expenses, CHP has agreed to reimburse the Company for the
reasonable legal fees (not to exceed to $100,000) incurred by the Company with
respect to negotiation of the amendment to the Company's existing Second Amended
and Restated Revolving Credit and Term Loan Agreement with the Company's
existing senior lenders to allow the merger to take place. Fees and expenses of
the Company with respect to the merger are estimated at this time to be as
follows:

DESCRIPTION AMOUNT

Filing fees (SEC and HSR) . vt ittt ittt it ittt eeeneeeeeneennnns S

Legal, accounting and financial advisors' fees and
T LD o =T

Printing, mailing and solicitation costs.............cvv....

MiSCEllanEOoUS EXPENSES . v v v v v v e et v eonneeeeeeenneeeeeeseeaneenens

These expenses will not reduce the merger consideration to be received by
Morton's stockholders.

FEDERAL REGULATORY MATTERS

The HSR Act requires that Morton's and the ultimate parent entity of
Morton's Acquisition file notification and report forms with respect to the
merger and related transactions with the Antitrust Division of the U.S.
Department of Justice and the U.S. Federal Trade Commission and observe a
waiting period before completing the merger. In compliance with the HSR Act,
Morton's filed the necessary forms with the U.S. Department of Justice and the
U.S. Federal Trade Commission on [April 11, 2002], and CHP filed them on
[April 9, 2002]. However, the U.S. Department of Justice and the U.S. Federal
Trade Commission, state antitrust authorities or a private person or entity
could seek to enjoin the merger under antitrust laws at any time before its
completion or to compel rescission or divestiture at any time subsequent to the
merger.
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LIQUOR LICENSES

As a condition to the completion of the merger, Morton's and Morton's
Holdings must have filed and/or obtained any and all authorizations, approvals,
consents or orders from any governmental entity necessary or required in order
to obtain and maintain in effect for a reasonable period of time following the
consummation of the merger all liquor licenses and other permits necessary to
maintain continuity of service of alcoholic beverages at each restaurant of the
Company, and all authorizations, approvals, consents and orders must be
effective and binding in accordance with their terms and may not have expired or
been withdrawn.
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MATERIAL U.S. FEDERAL INCOME TAX CONSEQUENCES

The following is a summary of the material U.S. federal income tax
consequences of the merger to holders of Morton's common stock (including
holders exercising appraisal rights). This summary is based on laws,
regulations, rulings and decisions now in effect, all of which are subject to
change, possibly with retroactive effect. This summary does not address all of
the U.S. federal income tax consequences that may be applicable to holders,
including holders who are subject to special treatment under U.S. federal income
tax law, including banks and other financial institutions, insurance companies,
tax—-exempt investors, S corporations, holders who are properly classified as
"partnerships" under the Internal Revenue Code of 1986, as amended (referred to
as the Internal Revenue Code), dealers in securities, non-U.S. persons, holders
who hold their common stock as part of a hedge, straddle or conversion
transaction, holders who acquired common stock through the exercise of employee
stock options or other compensation arrangements and holders who do not hold
their shares of common stock as "capital assets" within the meaning of
Section 1221 of the Internal Revenue Code. In addition, this summary does not
address the tax consequences of the merger under applicable state, local or
foreign laws. HOLDERS OF MORTON'S COMMON STOCK SHOULD CONSULT THEIR INDIVIDUAL
TAX ADVISORS AS TO THE PARTICULAR TAX CONSEQUENCES TO THEM OF THE MERGER,
INCLUDING THE APPLICATION OF ANY STATE, LOCAL OR FOREIGN TAX LAWS.

The receipt of cash by holders of Morton's common stock in the merger or
upon exercise of appraisal rights will be a taxable transaction for U.S. federal
income tax purposes. A holder of Morton's common stock generally will recognize
capital gain or loss in an amount equal to the difference between the merger
consideration received by the holder (or, in the case of stockholders who
exercise appraisal rights, the amount received by the holder as determined under
Delaware law) and the holder's adjusted tax basis in the Morton's common stock.
Any capital gain or loss generally will be long-term capital gain or loss if the
Morton's common stock has been held by the holder for more than one year. If the
Morton's common stock has been held by the holder for less than one year, any
gain or loss will generally be taxed as a short-term capital gain or loss.
Long-term capital gain recognized by non-corporate taxpayers is subject to a
maximum federal tax rate of 20%. The ability to deduct capital losses is subject
to limitations.

None of Morton's Holdings, Morton's Acquisition, CHP or Morton's will
recognize gain or loss solely as a result of the merger.

LITIGATION CHALLENGING THE MERGER

Between March 27, 2002 and April 3, 2002, five substantially identical civil
actions were commenced, four of which were commenced in the Court of Chancery of
the State of Delaware in New Castle County and one of which was commenced in the
Supreme Court of the State of New York in Nassau County. The plaintiff in each
action seeks to represent a putative class consisting of the public stockholders
of Morton's (excluding officers and directors of Morton's). Named as defendants
in each of the complaints are Morton's, members of Morton's Board of Directors
and Castle Harlan, Inc. The plaintiffs allege, among other things, that the
proposed merger is unfair; the Morton's directors breached their fiduciary
duties by failing to disclose material non-public information related to the
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value of Morton's and by engaging in self-dealing; Castle Harlan, Inc. aided and
abetted the Morton's directors' breaches of fiduciary duty; the price
contemplated in the merger agreement is inadequate; the merger agreement is a
product of a conflict of interest between the directors of Morton's and Morton's
public stockholders; and information regarding the value and prospects of
Morton's has not been publicly disclosed although that information is known to
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the defendants. The complaints seek an injunction, damages and other relief.
Morton's believes that these lawsuits are without merit and intends to defend
against them vigorously.

APPRAISAL RIGHTS

Under Section 262 of the Delaware General Corporation Law, referred to as
the "DGCL," any holder of common stock who does not wish to accept $12.60 per
share in cash for the stockholder's shares of common stock may exercise
appraisal rights under the DGCL and elect to have the fair value of the
stockholder's shares of common stock on the date of the merger (exclusive of any
element of value arising from the accomplishment or expectation of the merger)
judicially determined and paid to the holder in cash, together with a fair rate
of interest, if any, provided that the stockholder complies with the provisions
of Section 262 of the DGCL.

The following discussion is not a complete statement of the law pertaining
to appraisal rights under the DGCL, and is qualified in its entirety by the full
text of Section 262, which is provided in its entirety as Appendix C to this
proxy statement. All references in Section 262 and in this summary to a
"stockholder" are to the record holder of the shares of common stock as to which
appraisal rights are asserted. A PERSON HAVING A BENEFICIAL INTEREST IN SHARES
OF COMMON STOCK HELD OF RECORD IN THE NAME OF ANOTHER PERSON, SUCH AS A BROKER
OR NOMINEE, MUST ACT PROMPTLY TO CAUSE THE RECORD HOLDER TO FOLLOW THE STEPS
SUMMARIZED BELOW PROPERLY AND IN A TIMELY MANNER TO PERFECT APPRAISAL RIGHTS.

Under Section 262, where a proposed merger is to be submitted for approval
and adoption at a meeting of stockholders, as in the case of the special
meeting, the corporation, not less than 20 days before the meeting, must notify
each of its stockholders entitled to appraisal rights that appraisal rights are
available and include in that notice a copy of Section 262. This proxy statement
constitutes that notice to stockholders, and the applicable statutory provisions
of the DGCL are attached to this proxy statement as Appendix C. Any stockholder
who wishes to exercise appraisal rights or who wishes to preserve that right
should review carefully the following discussion and Appendix C to this proxy
statement. Moreover, because of the complexity of the procedures for exercising
the right to seek appraisal of the common stock, Morton's believes that
stockholders who consider exercising such appraisal rights should seek the
advice of counsel, which counsel or other appraisal services will not be paid
for by Morton's. FAILURE TO COMPLY WITH THE PROCEDURES SPECIFIED IN SECTION 262
TIMELY AND PROPERLY WILL RESULT IN THE LOSS OF APPRAISAL RIGHTS.

FILING WRITTEN DEMAND. Any stockholder wishing to exercise the right to
demand appraisal under Section 262 of the DGCL must satisfy each of the
following conditions:

- as more fully described below, the stockholder must deliver to Morton's a
written demand for appraisal of the stockholder's shares before the vote
on the merger agreement and the merger at the special meeting, which
demand must reasonably inform Morton's of the identity of the stockholder
and that the stockholder intends to demand the appraisal of the
stockholder's shares;

- the stockholder must not vote the stockholder's shares of common stock in
favor of the merger agreement and the merger at the special meeting; and,
as a result, a stockholder who submits a proxy and wishes to exercise
appraisal rights must vote against the merger agreement and the merger or
abstain from voting on the merger agreement and the merger, because a
proxy that does not contain voting instructions will, unless, revoked, be
voted in favor of the merger agreement and the merger; and
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— the stockholder must continuously hold the shares from the date of making
the demand through the effective time of the merger; a stockholder who is
the record holder of shares of common stock on the date the written demand
for appraisal is made, but who thereafter transfers those shares before
the effective time of the merger, will lose any right to appraisal in
respect of those shares.

The written demand for appraisal must be in addition to and separate from
any proxy or vote. None of voting (in person or by proxy) against, abstaining
from voting or failing to vote on the proposed merger agreement and the merger
will constitute a written demand for appraisal within the meaning of
Section 262.

Only a stockholder of record of shares of common stock issued and
outstanding immediately before the effective time of the merger is entitled to
assert appraisal rights for the shares of common stock registered in that
stockholder's name. A demand for appraisal should be executed by or on behalf of
the stockholder of record, fully and correctly, as the stockholder's name
appears on the applicable stock certificates, should specify the stockholder's
name and mailing address, the number of shares of common stock owned and that
the stockholder intends to demand appraisal of the stockholder's common stock.
If the shares are owned of record in a fiduciary capacity, such as by a trustee,
guardian or custodian, execution of the demand should be made in that capacity.
If the shares are owned of record by more than one person, as in a joint tenancy
or tenancy in common, the demand should be executed by or on behalf of all
owners. An authorized agent, including one or more joint owners, may execute a
demand for appraisal on behalf of a stockholder; however, the agent must
identify the record owner or owners and expressly disclose the fact that, in
executing the demand, the agent is acting as agent for such owner or owners. A
record holder such as a broker who holds shares as nominee for several
beneficial owners may exercise appraisal rights with respect to the shares held
for one or more other beneficial owners while not exercising appraisal rights
with respect to the shares held for one or more beneficial owners; in such case,
the written demand should set forth the number of shares as to which appraisal
is sought, and where no number of shares is expressly mentioned, the demand will
be presumed to cover all shares held in the name of the record owner.
STOCKHOLDERS WHO HOLD THEIR SHARES IN BROKERAGE ACCOUNTS OR OTHER NOMINEE FORMS
AND WHO WISH TO EXERCISE APPRAISAL RIGHTS ARE URGED TO CONSULT WITH THEIR
BROKERS TO DETERMINE APPROPRIATE PROCEDURES FOR THE MAKING OF A DEMAND FOR
APPRATISAL BY THE NOMINEE.

Any stockholder who has duly demanded an appraisal in compliance with
Section 262 will not, after the effective time of the merger, be entitled to
vote the shares subject to that demand for any purpose or be entitled to the
payment of dividends or other distributions on those shares (except dividends or
other distributions payable to holders of record of shares as of a record date
before the effective time of the merger).

Any stockholder may withdraw its demand for appraisal and accept $12.60 per
share by delivering to Morton's a written withdrawal of the stockholder's demand
for appraisal. However, any such attempt to withdraw made more than 60 days
after the effective date of the merger will require written approval of the
surviving corporation. No appraisal proceeding in the Delaware Court of Chancery
will be dismissed as to any stockholder without the approval of the Court, and
such approval may be conditioned upon such terms as the Court deems Jjust. If the
surviving corporation does not approve a stockholder's request to withdraw a
demand for appraisal when that approval is required, or if the Delaware Court of
Chancery does not approve the dismissal of an appraisal proceeding, the
stockholder will be entitled to receive only the appraised value determined in
any such appraisal proceeding, which value could be less than, equal to or more
than $12.60 per share.
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A stockholder who elects to exercise appraisal rights under Section 262
should mail or deliver a written demand to Morton's Restaurant Group, Inc., 3333
New Hyde Park Road, New Hyde Park, New York 11042, Attention: Agnes Longarzo,
Secretary.
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NOTICE BY MORTON'S. Within 10 days after the effective time of the merger,
the surviving corporation must send a notice as to the effectiveness of the
merger to each former stockholder of Morton's who (1) has made a written demand
for appraisal in accordance with Section 262 and (2) has not voted to approve
and adopt, nor consented to, the merger agreement and the merger. Under the
merger agreement, Morton's has agreed to give Morton's Holdings notice of any
demands for appraisal received by Morton's.

Within 120 days after the effective time of the merger, any former
stockholder of Morton's who has complied with the provisions of Section 262 to
that point in time will be entitled to receive from the surviving corporation,
upon written request, a statement setting forth the aggregate number of shares
not voted in favor of the merger agreement and the merger and with respect to
which demands for appraisal have been received and the aggregate number of
holders of such shares. The surviving corporation must mail that statement to
the stockholder within 10 days of receipt of the request or within 10 days after
expiration of the period for delivery of demands for appraisals under
Section 262, whichever is later.

FILING A PETITION FOR APPRAISAL. Within 120 days after the effective date
of the merger, either the surviving corporation or any stockholder who has
complied with the requirements of Section 262 may file a petition in the
Delaware Court of Chancery demanding a determination of the value of the shares
of common stock held by all such stockholders. Morton's is under no obligation,
and has no present intent, to file a petition for appraisal, and stockholders
seeking to exercise appraisal rights should not assume that the surviving
corporation will file such a petition or that it will initiate any negotiations
with respect to the fair value of the shares. Accordingly, stockholders who
desire to have their shares appraised should initiate any petitions necessary
for the perfection of their appraisal rights within the time and the manner
prescribed in Section 262. Inasmuch as Morton's has no obligation to file such a
petition, the failure of a stockholder to do so within the time specified could
nullify the stockholder's previous written demand for appraisal.

A stockholder timely filing a petition for appraisal with the Delaware Court
of Chancery must deliver a copy to the surviving corporation, which will then be
obligated within 20 days to provide the Register in Chancery with a duly
verified list containing the names and addresses of all stockholders who have
demanded payment for their shares and with whom agreements as to the value of
their shares have not been reached by the surviving corporation. After notice to
those stockholders, the Delaware Court of Chancery may conduct a hearing on the
petition to determine which stockholders have become entitled to appraisal
rights. The Delaware Court of Chancery may require stockholders who have
demanded an appraisal of their shares and who hold stock represented by
certificates to submit their certificates to the Register in Chancery for
notation thereon of the pendency of the appraisal proceedings. If any
stockholder fails to comply with the requirement, the Delaware Court of Chancery
may dismiss the proceedings as to that stockholder.

DETERMINATION OF FAIR VALUE. After determining the stockholders entitled to
an appraisal, the Delaware Court of Chancery will appraise the shares,
determining their fair value exclusive of any element of value arising from the
accomplishment or expectation of the merger, together with a fair rate of
interest, if any, to be paid upon the amount determined to be the fair wvalue.
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STOCKHOLDERS CONSIDERING SEEKING APPRAISAL SHOULD BE AWARE THAT THE FAIR
VALUE OF THEIR SHARES AS DETERMINED UNDER SECTION 262 COULD BE LESS THAN, EQUAL
TO OR MORE THAN THE $12.60 PER SHARE THEY WOULD RECEIVE UNDER THE MERGER
AGREEMENT IF THEY DID NOT SEEK APPRAISAL OF THEIR SHARES. STOCKHOLDERS SHOULD
ALSO BE AWARE THAT INVESTMENT BANKING OPINIONS ARE NOT OPINIONS AS TO FAIR VALUE
UNDER SECTION 262.
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In determining fair value and, if applicable, a fair rate of interest, the
Delaware Court of Chancery is to take into account all relevant factors. In
WEINBERGER V. UOP, INC., the Delaware Supreme Court discussed the factors that
could be considered in determining fair value in an appraisal proceeding,
stating that "proof of value by any techniques or methods which are generally
considered acceptable in the financial community and otherwise admissible in
court" should be considered and that "fair price obviously requires
consideration of all relevant factors involving the value of a company." The
Delaware Supreme Court stated that, in making this determination of fair value,
the court must consider "market value, asset value, dividends, earnings
prospects, the nature of the enterprise and any other facts which were known or
which could be ascertained as of the date of the merger and which throw any
light on future prospects of the merged corporation." Furthermore, the court may
consider "elements of future value, including the nature of the enterprise,
which are known or susceptible of proof as of the date of the merger and not the
product of speculation."

The costs of the action may be determined by the Delaware Court of Chancery
and taxed upon the parties as the Delaware Court of Chancery deems equitable.
Upon application of a dissenting stockholder, the Delaware Court of Chancery may
also order that all or a portion of the expenses incurred by any stockholder in
connection with the appraisal proceeding, including, without limitation,
reasonable attorneys' fees and the fees and expenses of experts, be charged pro
rata against the value of all of the shares entitled to appraisal.

ANY STOCKHOLDER WISHING TO EXERCISE APPRAISAL RIGHTS IS URGED TO CONSULT
LEGAL COUNSEL BEFORE ATTEMPTING TO EXERCISE APPRAISAL RIGHTS. FAILURE TO COMPLY
STRICTLY WITH ALL OF THE PROCEDURES SET FORTH IN SECTION 262 OF THE DGCL MAY
RESULT IN THE LOSS OF A STOCKHOLDER'S STATUTORY APPRAISAL RIGHTS.

THE MERGER AGREEMENT

The following is a summary of the material provisions of the Agreement and
Plan of Merger, dated as of March 26, 2002, by and among Morton's Holdings,
Morton's Acquisition and Morton's referred to as the merger agreement. The full
text of the merger agreement is attached to this proxy statement as Appendix A
for your information. Stockholders are urged to read the entire merger
agreement.

THE MERGER

The merger agreement provides that, at the effective time of the merger,
Morton's Acquisition, a wholly owned subsidiary of Morton's Holdings, will merge
with and into Morton's. Upon completion of the merger, Morton's Acquisition will
cease to exist, and Morton's will continue as the surviving corporation.

EFFECTIVE TIME OF THE MERGER

The merger will become effective upon the filing of a certificate of merger
with the Secretary of State of the State of Delaware, which time is referred to
as the effective time. Morton's and Morton's Acquisition have agreed to file the
certificate of merger no later than 2 business days following the satisfaction
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or waiver of the conditions to closing of the merger set forth in the merger
agreement.

CERTIFICATE OF INCORPORATION, BY-LAWS AND DIRECTORS AND OFFICERS OF MORTON'S AS
THE SURVIVING CORPORATION

When the merger is completed:

— the amended and restated certificate of incorporation of Morton's will be
amended in its entirety to read as the certificate of incorporation of
Morton's Acquisition in effect immediately prior to
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the merger except that the name of the surviving corporation will be
Morton's Restaurant Group, Inc.;

— the by-laws of Morton's Acquisition in effect immediately prior to the
effective time will be the by-laws of Morton's as the surviving
corporation;

— the directors of Morton's Acquisition immediately prior to the effective
time will become the directors of Morton's as the surviving corporation
until their successors are duly elected or appointed and qualified or
until their earlier death, resignation or removal; and

— the officers of Morton's immediately prior to the effective will remain
the officers of Morton's as the surviving corporation until their
successors are duly elected or appointed and qualified or until their
earlier death, resignation or removal.

CONVERSION OF COMMON STOCK

At the effective time, by virtue of the Merger, each share of Morton's
common stock outstanding immediately prior to the effective time will
automatically be converted into and represent the right to receive $12.60 in
cash, without interest, referred to as the merger consideration, except for:

- shares of Morton's stock in Morton's treasury, shares of Morton's stock
held by Morton's or any of its subsidiaries and shares of Morton's common
stock held by Morton's Acquisition or Morton's Holdings immediately prior
to the effective time (all of which will be canceled without any payment
therefor); and

— shares held by stockholders seeking appraisal rights in accordance with
Delaware law.

At the effective time, each share of capital stock of Morton's Acquisition
outstanding immediately before the effective time will be converted into and
exchanged for one fully paid and non-assessable share of common stock of
Morton's as the surviving corporation.

PAYMENT FOR SHARES

At or prior to the effective time of the merger, Morton's Holdings will
deposit in trust with a paying agent appointed by it sufficient funds to pay the
merger consideration. Within five business days after the effective time of the
merger, Morton's Holdings will cause the paying agent to mail to each holder of
record of shares of Morton's common stock immediately prior to the effective
time, a form of letter of transmittal and instructions to effect the surrender
of their share certificate(s) in exchange for payment of the merger
consideration.
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A holder will be entitled to receive $12.60 per share only upon surrender to
the paying agent of a share certificate, together with such letter of
transmittal, duly completed in accordance with the instructions thereto. If a
share certificate has been lost, stolen or destroyed, the holder of such share
certificate is required to make an affidavit of that fact and to give to
Morton's, as the surviving corporation, a bond in such sum as the surviving
corporation may direct or otherwise indemnify the surviving corporation against
any claim that may be made against the surviving corporation with respect to
such share certificate before any payment of the merger consideration will be
made to such holder. If payment of the merger consideration is to be made to a
person whose name is other than that of the person in whose name the share
certificate is registered, it will be a condition of payment that (1) the share
certificate so surrendered be properly endorsed, with signature guaranteed, or
otherwise in proper form for transfer and (2) the person requesting such payment
pay any transfer and/or other taxes that may be required or establish to the
satisfaction of Morton's as the surviving corporation that such tax has either
been paid or is not applicable. No interest will be paid or will accrue upon the
surrender of the share certificates for the benefit of holders of the share
certificates on any merger consideration.
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At any time following six months after the effective time of the merger,
Morton's as the surviving corporation will be entitled to require the paying
agent to deliver to it any funds, including any interest received with respect
thereto, that have been deposited with the paying agent and that have not been
disbursed to holders of share certificates. Thereafter, holders of certificates
representing shares outstanding before the effective time will be entitled to
look only to the surviving corporation for payment of any claims for merger
consideration to which they may be entitled. Neither the surviving corporation
nor the paying agent will be liable to any person in respect of any merger
consideration delivered to a public official pursuant to any applicable
abandoned property, escheat or similar laws.

TRANSFER OF SHARES

After the effective time of the merger, there will be no further transfer on
the records of Morton's as the surviving corporation or its transfer agent of
certificates representing shares of Morton's common stock, and any such
certificates presented to the surviving corporation for transfer, other than
shares held by stockholders seeking appraisal rights, will be canceled and
exchanged for the merger consideration. From and after the effective time of the
merger, the holders of share certificates will cease to have any rights with
respect to these shares except as otherwise provided for in the merger agreement
or by applicable law. All merger consideration paid upon the surrender for
exchange of those share certificates in accordance with the terms of the merger
agreement will be deemed to have been issued and paid in full satisfaction of
all rights pertaining to the share certificates.

TREATMENT OF STOCK OPTIONS

Immediately prior to the effective time of the merger, each outstanding
stock option to purchase shares of Morton's common stock will, in effect, become
fully vested. Stock options with an exercise price equal to or greater than
$12.60 per share will be canceled at the effective time of the merger without
any payment or other consideration. All other stock options will be canceled and
will represent solely the right to receive a cash payment equal to the
difference between $12.60 and the exercise price of the applicable option,
multiplied by the number of shares subject to the option. As of the effective
time of the merger, Morton's will terminate all stock plans and any other plan,
program or arrangement providing for the issuance or grant of any interest in
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respect of the capital stock or equity of Morton's or any subsidiary of
Morton's.

REPRESENTATIONS AND WARRANTIES

The merger agreement contains various representations and warranties made by
Morton's to Morton's Acquisition and Morton's Holdings, subject to identified
exceptions, including representations and warranties relating to:

- the due organization, wvalid existence and good standing of Morton's and
each of its subsidiaries and the requisite corporate power and authority
of Morton's to own, lease and operate its properties and assets and to
carry on its business as it is conducted;

— the capitalization of Morton's;

- the corporate power and authorization to execute and deliver the merger
agreement and the execution, delivery, performance and enforceability of
the merger agreement;

- the absence of any conflicts between the merger agreement and Morton's
certificate of incorporation, by-laws, material agreements, Jjudgments and
applicable laws;

- required consents or approvals;

— the completeness and accuracy of filings made by Morton's with the SEC
since January 1, 1999;

- the absence of any undisclosed liabilities;
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- the absence of certain changes in Morton's business, capitalization or
accounting practices since December 30, 2001;

- the filing of tax returns, payment of taxes and other tax matters;

— the title and absence of material defaults with respect to, all real and
personal property leased or owned by Morton's;

- the right to use, and absence of infringement of, material intellectual
property of Morton's;

- the wvalidity, binding nature and absence of material defaults with respect
to material contracts of Morton's;

- the absence of any material action, suit, proceeding, claim, arbitration
or investigation against Morton's;

- compliance with laws related to environmental matters;
- matters relating to employee benefit plans;

- compliance with applicable federal, state, local, or foreign statutes,
orders, judgments, decrees, laws, rules, regulations or ordinances;

- the validity of and compliance with permits, approvals, licenses,
authorizations, certificates, rights, exemptions, orders and franchises
from governmental entities necessary for the ownership of assets and the
lawful conduct of the business including liquor licenses;
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— the absence of an agreement or understanding with a labor union or labor
organization and the absence of labor disputes and other labor matters;

- the effectiveness and validity of insurance policies;
— the reliance on suppliers to continue supply;

— the absence of any development, franchise or license rights to operate
restaurants;

— the compliance with and the accuracy in all material respects of the
information in the proxy statement other than information supplied by
Morton's Holdings or Morton's Acquisition;

- the absence of undisclosed advisory, commissions or broker's or finder's
fees;

— the inapplicability of state takeover statutes to the merger and the
merger agreement;

- the stockholder voting requirements to approve the merger agreement;

- the amendments to Morton's stockholders rights agreement necessary to
render it inapplicable to the merger, the merger agreement and the other
transactions contemplated by the merger agreement;

— the receipt by the Special Committee and the Board of Directors of the
fairness opinion of Greenhill; and

- that breaches of the representations and warranties that would occur if
all references to phrases concerning materiality were deleted, in the
aggregate, have not resulted in and would not reasonably be likely to
result in, individually or in the aggregate, a Company material adverse
effect, as defined below, on Morton's.

Under the merger agreement, the term Company material adverse effect means
any event, change, occurrence, effect, fact, violation, development or
circumstance having or resulting in a material adverse effect on (a) the ability
of Morton's to duly perform its obligations under the merger agreement or to
consummate the transactions contemplated under the merger agreement on a timely
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basis or (b) the business, properties, assets, liabilities, financial condition
or results of operations of Morton's and its subsidiaries, taken as a whole,
provided that the following will not be taken into account in determining
whether there has been or would reasonably be likely to be a Company material
adverse effect under the merger agreement:

- adverse changes in the stock price of Morton's, in and of themselves, but
only so long as any such adverse changes do not reflect any other event,
change, occurrence, effect, fact, violation, development, or circumstance
that has had or would reasonably be likely to have, individually or in the
aggregate, a material adverse effect on (1) the ability of Morton's to
duly perform its obligations under the merger agreement or to consummate
the transactions contemplated under the merger agreement on a timely basis
or (2) the business, properties, assets, liabilities, financial condition
or results of operations of Morton's and its subsidiaries, taken as a
whole, in each case, other than those events, changes, occurrences,
effects, facts, developments or circumstances described in (a) through
(c) below; and
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— other than as may relate to or arise from any disruption in the
availability of, or public health and safety concerns with respect to
ordinary consumption of, the primary foods and/or beverages supplied to or
served by Morton's or any of its subsidiaries, the following: (a) events,
changes, occurrences, effects, facts, developments or circumstances
generally adversely effecting the economy of a city, state, country, or
jurisdiction where Morton's and its subsidiaries operate and which do not
affect Morton's and its subsidiaries disproportionately; (b) events,
changes, occurrences, effects, facts, developments or circumstances
generally adversely affecting the United States securities markets or the
fine dining restaurant industry in general and which do not affect
Morton's and its subsidiaries disproportionately; and (c) any failure to
meet third party analysts' estimates with respect to the performance or
condition of Morton's and its subsidiaries, taken as a whole.

The merger agreement also contains various representations and warranties by
Morton's Acquisition and Morton's Holdings to Morton's, subject to identified
exceptions, including representations and warranties relating to:

— the due organization, valid existence, good standing of Morton's
Acquisition and Morton's Holdings and the requisite power and authority of
Morton's Acquisition and Morton's Holdings to own, lease and operate their
properties and assets and to carry on their business as is being
conducted;

- the capitalization of Morton's Acquisition;

- the power and authorization to execute and deliver the merger agreement
and the execution, delivery, performance and enforceability of the merger
agreement;

— the absence of any conflicts between the merger agreement and Morton's
Acquisition's and Morton's Holdings' respective certificate of
incorporation, by-laws, material agreements, judgments and applicable
laws;

- required consents or approvals;

- the accuracy of the information supplied by Morton's Acquisition and
Morton's Holdings for inclusion in the proxy statement; and

— the commitment of Morton's Holdings' equity investor to subscribe for
equity sufficient to provide Morton's Holdings with the funds necessary to
consummate the transactions contemplated by the merger agreement.
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None of the representations and warranties in the merger agreement will
survive after the completion of the merger.

CONDUCT OF BUSINESS PENDING THE MERGER

Morton's is subject to restrictions on its conduct and operations until the
merger is completed. In the merger agreement, Morton's has agreed that, prior to
the effective time of the merger, it will act and carry on its business in the
ordinary course of business consistent with past practice and use reasonable
best efforts to maintain and preserve its business organization, assets and
properties, keep available the services of its officers and key employees and
maintain and preserve its advantageous business relationships with suppliers,
landlords and others having material business dealings with it. Morton's has
also agreed, subject to identified exceptions, that it will not do any of the
following without the prior written consent of Morton's Holdings or Morton's
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Acquisition:

amend its certificate of incorporation or by-laws or comparable governing
documents;

sell, transfer or pledge or agree to sell, transfer or pledge any of its
capital stock or other equity interests;

declare, set aside or pay any dividend or other distribution payable in
cash, securities or other property with respect to, or split, combine,
redeem or reclassify, or purchase or otherwise acquire, any shares of its
capital stock (or other equity interests) or other securities of Morton's
or any of its subsidiaries;

issue or sell, or authorize to issue or sell, any shares of its capital
stock or any other securities, or issue or sell, or authorize to issue or
sell, any securities convertible into or exchangeable for, or options,
warrants, calls, commitments or rights of any kind to purchase or
subscribe for, or enter into any arrangement or contract with respect to
the issuance or sale of, any shares of its capital stock of any class of
Morton's or voting debt or other securities, or make any other change in
its capital structure;

acquire, make (or commit to make) any investment in, or make capital
contribution to, any person other than in the ordinary course of business
consistent with past practice;

make (or commit to make) or enter into any contracts (or any amendments,
modifications, supplements or replacements to existing contracts) to be
performed relating to, capital expenditures with a value in excess of
$100,000 in any calendar year, or in the aggregate capital expenditures
with a value in excess of $250,000;

acquire, by merging or consolidating with, by purchasing an equity
interest in or a portion of the assets of, or by any other manner, any
business or any person, or otherwise acquire any assets of any person
(other than the purchase of equipment, inventories and supplies in the
ordinary course of business consistent with past practice);

transfer, lease, license, guarantee, sell, mortgage, pledge, dispose of,
subject to any lien or otherwise encumber any material assets;

increase the compensation or fringe benefits of any of its directors,
officers or employees, or grant any severance or termination pay not
currently required to be paid under existing severance plans, or enter
into any employment, consulting or severance agreement or arrangement with
any present or former director, officer or other employee of Morton's or
its subsidiaries, or establish, adopt, enter into or amend, modify,
supplement, replace or terminate any collective bargaining, bonus, profit
sharing, thrift, compensation, stock option, restricted stock, pension,
retirement, deferred compensation, employment, termination, severance or
other plan, agreement, trust, fund, policy or arrangement for the
collective benefit of any directors, officers or employees;
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enter into or amend, modify, supplement or replace any employment,
consulting, severance or similar agreement (including any change of
control agreement) with any person, except with respect to new hires of

non-officer employees in the ordinary course of business;

except as may be required by applicable law, GAAP or SEC position, make

88



Edgar Filing: MORTONS RESTAURANT GROUP INC - Form PREM14A

any change in any of its accounting practices, policies or procedures or
any of its methods of reporting income, deductions or other items for
income tax purposes;

adopt or enter into a plan of complete or partial liquidation,
dissolution, merger, consolidation, restructuring, recapitalization or
other reorganization of Morton's or any subsidiary;

(a) incur, assume, modify or prepay any indebtedness for borrowed money,
issue any debt securities or warrants or other rights to acquire debt
securities, or guarantee, endorse or otherwise become liable or
responsible for the obligations or indebtedness of another person, other
than indebtedness owing to or guarantees of indebtedness owing to Morton's
or any direct or indirect wholly-owned subsidiary, or enter into any
capital lease, or (b) make any loans, extensions of credit or advances to
any other person, other than to Morton's or to any direct or indirect
wholly-owned subsidiary;

accelerate the payment, right to payment or vesting of any bonus,
severance, profit sharing, retirement, deferred compensation, stock
option, insurance or other compensation or benefits;

except as permitted by the merger agreement, pay, discharge, settle or
satisfy any claims, litigation, liabilities or obligations (absolute,
accrued, asserted or unasserted, contingent or otherwise) that in the
aggregate exceed $250,000;

other than as disclosed in Morton's documents filed with the SEC prior to
the date of the merger agreement, plan, announce, implement or effect any
material reduction in force, lay-off, early retirement program, severance
program or other program or effort concerning the termination of
employment of employees of Morton's or its subsidiaries;

take any action or non-action which would, directly or indirectly,
restrict or impair the ability of Morton's Holdings to vote or otherwise
to exercise the rights and receive the benefits of a stockholder with
respect to securities of Morton's that may be acquired or controlled by
Morton's Holdings or Morton's Acquisition, or any action which would
permit any person to acquire securities of Morton's on a basis not
available to Morton's Holdings or Morton's Acquisition;

take any action or non-action that (a) constitutes a violation of any
liquor license or (b) would (or would reasonably be likely to) materially
impede, delay, hinder or make more burdensome for Morton's Holdings to
obtain and maintain any and all authorizations, approvals, consents or
orders from any governmental entity or other third party necessary or
required to maintain the liquor licenses in effect at all times following
the merger on the same terms as in effect on the date of the merger
agreement;

enter into any new material line of business or enter into any agreement
that restrains, limit or impedes Morton's or any of its subsidiaries'
ability to compete with or conduct any business or line of business;

(a) file or cause to be filed any materially amended tax returns or claims
for refund; (b) make or rescind any material tax election or otherwise
fail to prepare all tax returns in a manner which is consistent with the
past practices of Morton's or its subsidiaries, as the case may be, with
respect to the treatment of items on such tax returns; (c) incur any
material liability for taxes other than in the ordinary course of
business; or (d) enter into any settlement or closing agreement with a
taxing authority that materially increases or would reasonably be likely
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to materially increase the tax liability of Morton's for any period;
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- fail to maintain with current or other financially responsible insurance
companies insurance on its tangible assets and its businesses in such
amounts and against such risks and losses as are consistent with past
practice; or

- authorize, agree or announce an intention, in writing or otherwise, to
take any of the foregoing actions.

LIMITATION ON CONSIDERING OTHER ACQUISITION PROPOSALS

Morton's has agreed that it, including its subsidiaries, its affiliates and
each of its and their respective officers, directors, employees,
representatives, consultants, investment bankers, attorneys, accountants and
other agents, will immediately cease any discussions or negotiations with any
other person with respect to any acquisition proposal, as defined below.

Additionally, Morton's has agreed that it, including its subsidiaries, its
affiliates and each of its and their respective officers, directors, employees,
representatives, consultants, investment bankers, attorneys, accountants and
other agents, will not take any action:

- to encourage, solicit, initiate or facilitate, directly or indirectly, the
making or submission of any acquisition proposal;

- except in accordance with the terms of the merger agreement as described
below, to enter into any agreement, arrangement or understanding with
respect to any acquisition proposal, or to agree to approve or endorse any
acquisition proposal or enter into any agreement, arrangement or
understanding that would require Morton's to abandon, terminate or fail to
consummate the merger or any other transaction contemplated by the merger
agreement;

- except in accordance with the terms of the merger agreement as described
below, to initiate or participate in any way in any discussions or
negotiations with, or to furnish or disclose any information to, any
person in furtherance of any proposal that constitutes, or could
reasonably be expected to lead to, any acquisition proposal;

- except in accordance with the terms of the merger agreement as described
below, to facilitate or further in any other manner any inquiries or the
making or submission of any proposal that constitutes, or could reasonably
be expected to lead to, any acquisition proposal; or

- to grant any waiver or release under, or fail to enforce, any standstill,
confidentiality or similar agreement entered into by Morton's or any of
its affiliates or representatives.

So long as Morton's has not breached the applicable provisions of the merger
agreement, prior to the special meeting, Morton's, in response to an unsolicited
acquisition proposal, may:

- request clarifications from, or furnish information to, (but not enter
into discussions with) any person that makes an unsolicited acquisition
proposal if (a) the action is taken subject to a confidentiality agreement
with Morton's containing customary terms and conditions, (b) the action is
taken solely for the purpose of obtaining information reasonably necessary
to ascertain whether such acquisition proposal is, or is reasonably likely
to lead to, a superior proposal, as defined below, and (c) the Board of

90



Edgar Filing: MORTONS RESTAURANT GROUP INC - Form PREM14A

Directors, based on the recommendation of the Special Committee,
reasonably determines in accordance with the requirements of the merger
agreement that it is necessary to take such actions in order to comply
with its fiduciary duties under applicable law; or

- participate in discussions with, request clarifications from, or furnish
information to, any person that makes an unsolicited acquisition proposal
if (a) the action is taken subject to a confidentiality agreement with
Morton's containing customary terms and conditions, (b) the Board of
Directors reasonably determines in accordance with the requirements of the
merger
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agreement that such acquisition proposal is a superior proposal and

(c) the Board of Directors, based on the recommendation of the Special
Committee, reasonably determines in good faith in accordance with the
requirements of the merger agreement that it is necessary to take such
actions in order to comply with its fiduciary duties under applicable law.

Morton's has agreed that neither the Board of Directors nor any Board
committee will (a) withdraw, modify or amend, or propose to withdraw, modify or
amend, 1in a manner adverse to Morton's Holdings or Morton's Acquisition, the
approval, adoption or recommendation, as the case may be, of the merger, the
merger agreement or any of the other transactions contemplated by the merger
agreement, (b) approve or recommend, or propose to approve or recommend, any
acquisition proposal, (c) cause Morton's to accept the acquisition proposal
and/or enter into any letter of intent, agreement in principle, acquisition
agreement or other similar agreement, each an acquisition agreement, related to
such acquisition proposal, or (d) resolve to do any of the foregoing; unless the
Board of Directors has complied with the requirements of the merger agreement
and, based on the recommendation of the Special Committee, (a) the acquisition
proposal is a superior proposal, (b) the Board of Directors reasonably
determines in accordance with the terms of the merger agreement that it is
necessary to take such actions in order to comply with its fiduciary duties
under applicable law and all the conditions to Morton's right to terminate the
merger agreement in accordance with the merger agreement have been satisfied and
(c) simultaneously or substantially simultaneously with such withdrawal,
modification or recommendation, Morton's terminates the merger agreement.

Under the merger agreement, the term acquisition proposal means (a) any
inquiry, proposal or offer from any person or group relating to any direct or
indirect acquisition or purchase of 15% or more of the consolidated assets of
Morton's or 15% or more of any class of equity securities of Morton's in a
single transaction or a series of related transactions, (b) any tender offer
(including a self tender offer) or exchange offer that, if consummated, would
result in any person or group beneficially owning 15% or more of any class of
equity securities of Morton's or the filing with the SEC of a registration
statement under the Securities Act or any statement, schedule or report under
the Exchange Act in connection therewith, (c) any merger, consolidation,
business combination, recapitalization, ligquidation, dissolution or similar
transaction involving Morton's or any of its subsidiaries, (d) any other
transaction the consummation of which could reasonably be expected to impede,
interfere with, prevent or materially delay the merger or which could reasonably
be expected to materially dilute the benefits to Morton's Holdings of the
transactions contemplated by the merger agreement or (e) any public announcement
by or on behalf of Morton's, its subsidiaries, or any of their respective
affiliates (or any of their respective officers, directors, employees,
representatives, consultants, investment bankers, attorneys, accountants and
other agents) or by any third party of a proposal, plan or intention to do any
of the foregoing or any agreement to engage in any of the foregoing.
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Under the merger agreement, the term superior proposal means a bona fide
written offer that is binding on the offeror and not solicited by or on behalf
of Morton's, its subsidiaries, or any of their respective affiliates (or any of
their respective officers, directors, employees, representatives, consultants,
investment bankers, attorneys, accountants and other agents) made by a third
party to acquire, directly or indirectly, all of the shares of Morton's common
stock pursuant to a tender offer followed by a merger, a merger or a purchase of
all or substantially all of the assets of Morton's and its subsidiaries (a) on
terms which the Board of Directors, based on the recommendation of the Special
Committee, reasonably determines in accordance with the terms of the merger
agreement to be more favorable from a financial point of view to Morton's and
its stockholders (in their capacity as such) than the transactions contemplated
by the merger agreement (to the extent the transactions contemplated thereby are
proposed to be modified by Morton's Holdings), (b) which is reasonably capable
of being consummated (taking into account certain factors the Board of Directors
and the Special Committee in good faith deem relevant, including, without
limitation, all legal, financial,
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regulatory and other aspects of a proposal (including the terms of any financing
and the likelihood that the transaction would be consummated) and the identity
of the person making the proposal) and (c) which is not conditioned on any
financing, the obtaining of which in the reasonable good faith determination of
the Board of Directors, based on the recommendation of the Special Committee, is
less likely to be obtained than the financing proposed by Morton's Holdings.

Morton's has agreed to advise Morton's Holdings of (a) any request for
information with respect to any acquisition proposal; (b) any acquisition
proposal; (c) any inquiry, proposal, discussions or negotiation with respect to
any acquisition proposal; (d) the terms and conditions of such request,
acquisition proposal, inquiry, proposal, discussion or negotiation on the date
it is received or occurs. Morton's has agreed to provide to Morton's Holdings
copies of any written materials received by Morton's in connection with any of
the foregoing, and the identity of the person making any acquisition proposal or
the request, ingquiry or proposal or with whom any discussions or negotiations
are taking place within one calendar day. Morton's has agreed to keep Morton's
Holdings fully informed of the status and material details of any request or
acquisition proposal and to keep Morton's Holdings fully informed as to the
material details of any information requested of or provided by Morton's and as
to the details of all discussions or negotiations with respect to any such
request, acquisition proposal, inquiry or proposal, and to provide to Morton's
Holdings with a copy of all written materials received by Morton's with respect
to a request, acquisition proposal, inquiry or proposal within one calendar day
of receipt. Morton's has agreed to promptly provide to Morton's Holdings any
non-public information concerning Morton's provided to any other person in
connection with any acquisition proposal, which was not previously provided to
Morton's Holdings.

Morton's may terminate the merger agreement if it receives a superior
proposal and the Board of Directors reasonably determines that it is necessary
to terminate the merger agreement and enter into an agreement to effect the
superior proposal in order to comply with its fiduciary duties under applicable
law, as discussed in "--Termination."

SPECIAL MEETING

Morton's has agreed to call, give notice of, convene and hold the special
meeting of its stockholders as promptly as practicable for the purpose of
considering and taking action upon the approval of the merger agreement and the
merger. Morton's has agreed to hold the special meeting even if (a) the
commencement, public proposal, public disclosure or communication to Morton's of
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an acquisition proposal has occurred or (b) the Board of Directors has withdrawn
or modified its approval or recommendation of the merger agreement or the
merger.

REASONABLE BEST EFFORTS

Each of Morton's, Morton's Holdings and Morton's Acquisition has agreed to
use its reasonable best efforts to take all appropriate action to consummate the
merger and the other transactions contemplated by the merger agreement in the
most expeditious manner, including making all filings necessary, proper or
advisable under applicable laws, rules and regulations, obtaining all consents
and approvals of governmental entities and of other third parties under
identified contracts of Morton's, and obtaining all consents and approvals
needed to maintain the liquor licenses and other necessary permits of Morton's.
Morton's has also agreed to take all actions within its power to render state
takeover statutes or similar statutes inapplicable to the merger or the merger
agreement or any other transaction contemplated by the merger agreement.
Further, Morton's has agreed to defend any lawsuits or other legal proceedings
challenging the merger agreement or the transactions contemplated by the merger
agreement, to allow Morton's Holdings to participate in any such litigation and
not to settle any such litigation without Morton's Holdings prior consent.
Further, Morton's has agreed to execute and deliver any additional instruments
necessary to consummate the transactions contemplated by the merger agreement.
Morton's has also agreed that, in connection with obtaining any required
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consents, approvals or authorizations with respect to the transactions
contemplated by the merger agreement, it will not take any of the following
actions without obtaining the prior written approval of Morton's Holdings:

- repay, in whole or in part, any loan agreement or contract for borrowed
money, other than (a) as may be required by Amendment No. 15 to the
Company's credit agreement, (b) by payment of an immaterial sum (in any
event not to exceed a basket amount of $100,000 in the aggregate, after
taking into account (x) any and all amounts that may be payable as
described in the immediately succeeding paragraph and (y) any and all
amounts payable in respect of refinancing or replacing certain identified
contracts), or (c) as currently required by its terms; and

- amend, modify, supplement or replace any material contract to increase the
amount payable thereunder (other than by an amount not to exceed a basket
amount of $100,000 in the aggregate, after taking into account (x) any and
all amounts that may be payable as described in the immediately preceding
paragraph and (y) any and all amounts payable in respect of refinancing or
replacing certain identified contracts) or otherwise to be more burdensome
(other than in an immaterial manner) to Morton's.

EMPLOYEE MATTERS

Morton's Holdings has agreed to cause the surviving corporation to maintain
employee benefit plans and arrangements for employees of Morton's for one year
following the effective time of the merger so that, taken as a whole, they
provide a level of benefits that is substantially comparable to the level of the
benefits, taken as a whole, provided by Morton's immediately prior to March 26,
2002. Morton's Holdings has agreed to ensure that the employees of Morton's
prior to the merger receive credit for service with Morton's or its subsidiaries
(to the same extent that it was granted under Morton's plans prior to the date
of the merger agreement) under the comparable employee benefit plans, programs
and policies of Morton's Holdings and Morton's as the surviving corporation of
the merger in which such employees became participants. Morton's Holdings has
agreed to cause Morton's as the surviving corporation to assume and honor all
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written employment, severance, retention and termination agreements between
Morton's and its employees.

INDEMNIFICATION AND INSURANCE

The merger agreement provides that Morton's as the surviving entity will
indemnify and hold harmless each current and former director and officer of
Morton's who was covered by Morton's director and officer insurance as of the
date of the merger agreement for actions or omissions arising out of such
individuals' services as officers, directors, employees or agents of Morton's or
any of its subsidiaries or as trustees or fiduciaries of any plan for the
benefit of employees of Morton's occurring before or as of the effective time of
the merger to the full extent permitted by Delaware law. The merger agreement
further provides that for a period of at least six years after the effective
time of the merger, Morton's, as the surviving entity, will either (a) maintain
Morton's current directors' and officers' liability insurance with respect to
events occurring before or as of the effective time of the merger and covering
all current or prior directors and officers of Morton's; however, Morton's as
the surviving entity, may substitute substantially similar insurance or
(b) cause Morton's Holdings' insurance to provide such insurance on a comparable
basis. Morton's, as the surviving entity, will cause its certificate of
incorporation and by-laws to contain the provisions with respect to advancement
of expenses, indemnification and exculpation from liability of directors or
officers of Morton's set forth in the certificate of incorporation and by-laws
of Morton's on the date of the merger agreement for a period of six years from
the effective time of the merger.
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STOCKHOLDERS RIGHTS PLAN

Subject to Morton's right to terminate the merger agreement and abandon the
merger in connection with a superior proposal and other than in connection with
the merger, Morton's may not (a) redeem the rights under the rights plan,

(b) amend the rights plan other than to delay a distribution date or render the
rights inapplicable to the merger, or terminate the rights plan prior to the
effective time of the merger unless required to do so by a court of competent
jurisdiction, or (c) take any action that would allow any person other than
Morton's Holdings or its affiliates to beneficially own 15% or more of Morton's
common stock without causing a distribution date or a stock acquisition date to
occur under the rights plan.

CONDITIONS TO COMPLETING THE MERGER

CONDITIONS TO EACH PARTY'S OBLIGATION. The obligations of Morton's,
Morton's Acquisition and Morton's Holdings to complete the merger are subject to
the satisfaction or waiver of certain conditions, including the following:

— the stockholders of Morton's have approved the merger agreement and the
merger;

- the parties to the merger agreement have obtained all authorizations,
consents, orders or approvals of, or declarations or filings with, or
expirations of waiting periods imposed by, any governmental entity needed
in connection with the merger and the consummation of the other
transactions contemplated by the merger agreement, other than the filing
of the certificate of merger; and

- no court or other governmental entity of competent jurisdiction has
imposed a preliminary or permanent order or injunction precluding,
restraining, enjoining or prohibiting the consummation of the merger.
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CONDITIONS TO MORTON'S ACQUISITION'S AND MORTON'S HOLDINGS' OBLIGATION. The
obligations of Morton's Acquisition and Morton's Holdings to complete the merger
are subject to the satisfaction or waiver of the following conditions:

- (a) the representations and warranties of Morton's in the merger agreement
that are qualified by references to the qualification "Company material
adverse effect" must be true and correct when made and immediately prior
to the closing of the merger (except representations and warranties made
as of a specified date, which must be true and correct only as of the
specified date), and (b) the representations and warranties of Morton's in
the merger agreement that are not so qualified must be true and correct
when made and immediately prior to the closing of the merger except for
inaccuracies that would not or would not reasonably be likely to result
in, individually or in the aggregate, a Company material adverse effect on
Morton's;

— Morton's must have performed or complied in all material respects with all
obligations, agreements or covenants required to be performed under the
merger agreement on or prior to the closing of the merger;

— there must have been no action taken, or statute, rule, regulation,
judgment or executive order promulgated, entered, enforced, enacted,
issued or deemed applicable to the merger by any governmental entity that
directly or indirectly prohibits or makes illegal the consummation of the
merger or the other transactions contemplated by the merger agreement;

- there may not be any threatened, instituted or pending action or
proceeding by any governmental entity before any court of competent
jurisdiction or governmental entity, domestic or foreign, challenging,
threatening or seeking to make illegal, impede, delay or otherwise
directly or indirectly restrain, prohibit or make materially more costly
the merger or seeking to obtain material damages;
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— there may not be pending or instituted before any court of competent
jurisdiction or governmental entity, domestic or foreign, any action, suit
or proceeding brought by any third party against Morton's that could
reasonably be expected to result in, individually or in the aggregate, a
Company material adverse effect on Morton's;

- there may not have occurred any event, change, occurrence, effect, fact,
violation, development or circumstance that has resulted in or would
reasonably be likely to result in, individually or in the aggregate, a
Company material adverse effect on Morton's;

— the consolidated adjusted EBITDA, as defined in the merger agreement, for
the trailing twelve month period ending on June 30, 2002 must not be less
than $23,000,000;

— Amendment No. 15 to Morton's credit agreement, dated as of March 26, 2002,
must have become effective and binding on the parties thereto in
accordance with its terms, subject only to the satisfaction of conditions
to be satisfied at the closing of the merger; and

- Morton's must have filed and/or obtained (a) any and all authorizations,
approvals, consents or orders from any governmental entity or other third
party relating to or constituting required consents (including with
respect to certain mortgage financing and equipment leasing contracts);

(b) any and all authorizations, approvals, consents or orders from any
governmental entity or other third party necessary or required in order to
obtain and maintain in effect for a reasonable period of time following
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the effective time of the merger all liquor licenses and other permits
necessary to maintain continuity of service of alcoholic beverages at each
restaurant of Morton's or its subsidiaries; and (c) any other
authorizations, approvals or consents of other third parties (other than
with respect to Morton's real estate leases or subleases), the failure to
obtain or file would result in, individually or in the aggregate, a
Company material adverse effect on Morton's.

CONDITIONS TO MORTON'S OBLIGATION. The obligation of Morton's to complete
the merger is subject to the satisfaction or waiver of the following conditions:

— the representations and warranties of Morton's Holdings and Morton's
Acquisition in the merger agreement must be true and correct when made and
immediately prior to the merger (except for representations and warranties
as of a specified date which need be true as of the specified date) except
for inaccuracies that would not, or would not reasonably be expected to,
result, individually or in the aggregate, in a material adverse effect on
Morton's Holdings or Morton's Acquisition and would not materially impair
either Morton's Holdings or Morton's Acquisition's ability to consummate
the transactions contemplated by the merger agreement;

- Morton's Holdings and Morton's Acquisition must have performed or complied
in all material respects with all obligations, agreements or covenants
required to be performed under the merger agreement on or prior to the
closing of the merger; and

— there must have been no action taken, or statute, rule, regulation,
judgment or executive order promulgated, entered, enforced, enacted,
issued or deemed applicable to the merger by any governmental entity that
directly or indirectly prohibits or makes illegal the consummation of the
merger or the other transactions contemplated by the merger agreement.

TERMINATION

Morton's or Morton's Holdings may terminate the merger agreement at any time
prior to the effective time of the merger, whether before or after the
stockholders of Morton's have approved and adopted the merger agreement, if:

- both parties agree by mutual written consent;
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— the merger has not been consummated by September 23, 2002, so long as the
party attempting to terminate has not willfully and materially breached a
representation, warranty, obligation, covenant or agreement set forth in
the merger agreement; provided, that Morton's Holdings may extend the
termination date to December 21, 2002 if the only condition to closing not
met is with respect to authorizations, approvals and consents necessary or
required for the sale of alcoholic beverages;

- a governmental entity or court of competent jurisdiction has taken any
nonappealable final action that permanently restrains, enjoins or
otherwise prohibits the merger or the other transactions contemplated by
the merger agreement, so long as a material failure to fulfill any
obligation under the merger agreement by the party attempting to terminate
was not the principal cause of or did not result in such action; or

— the holders of a majority of shares of Morton's outstanding common stock
do not adopt and approve the merger agreement and approve the merger at

the special meeting.

Morton's Holdings may terminate the merger agreement if:
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(a) Morton's (1) withdraws, modifies or amends, or proposes to withdraw,
modify or amend, in a manner adverse to Morton's Holdings or Morton's
Acquisition, the approval, adoption or recommendation, as the case may be,
of the merger, the merger agreement or any of the other transactions
contemplated by the merger agreement or (2) approves or recommends, Or
proposes to approve or recommend, or enters into any agreement,
arrangement or understanding with respect to, any acquisition proposal;
(b) the Board of Directors or any Board committee shall have resolved to
take any of the actions set forth in preceding subclause (a); (c) if after
an acquisition proposal has been made, the Board of Directors or the
Special Committee fails to affirm its recommendation and approval of the
merger and the merger agreement within three business days of any request
by Morton's Holdings to do so; or (d) if a tender offer or exchange offer
constituting an acquisition proposal is commenced and the Board of
Directors or the Special Committee does not recommend against acceptance
of the offer by Morton's stockholders;

Morton's has breached the limitations on its consideration of other
acquisition proposals (See "--Limitation on Considering Other Acquisition
Proposals"); or

Morton's has breached or failed to perform any of its representations,
warranties, covenants or agreements set forth in the merger agreement, and
(a) the breach or failure to perform would cause the closing conditions of
the merger agreement not to be satisfied, and (b) Morton's has not cured
the breach or failure to perform within 15 days following its receipt of
written notice of the breach from Morton's Holdings or by the termination
date.

Morton's may terminate the merger agreement if:

Morton's receives a superior proposal, and the Board of Directors, based
on the recommendation of the Special Committee, reasonably determines in
accordance with the merger agreement that it is necessary to terminate the
merger agreement and enter into an agreement to effect the superior
proposal in order to comply with its fiduciary duties under applicable
law; provided, that Morton's may not terminate the merger agreement unless
it has complied with its obligations limiting its consideration of
acquisition proposals and until (a) five business days have elapsed
following delivery to Morton's Holdings of a written notice of the
determination by the Board of Directors and during this five business day
period Morton's has fully cooperated with Morton's Holdings with the
intent of enabling Morton's and Morton's Holdings to agree to a
modification of the terms and conditions of the merger agreement so that
the transactions contemplated by the merger agreement may be effected,

(b) at the end of such five business day period, the acquisition proposal
continues to constitute a superior
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proposal, and the Board of Directors, based on the recommendation of the
Special Committee, continues to reasonably determine in accordance with
the merger agreement that it is necessary to terminate the merger
agreement and enter into an agreement to effect the superior proposal in
order to comply with its fiduciary duties under applicable law and

(c) (1) prior to such termination, Morton's Holdings has received all fees
and expense reimbursements set forth in the merger agreement and

(2) simultaneously or substantially simultaneously with such termination
Morton's enters into a definitive acquisition, merger or similar agreement
to effect the superior proposal; or
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— Morton's Holdings or Morton's Acquisition has breached or failed to
perform any of its representations, warranties, covenants or agreements
set forth in the merger agreement, and (a) the breach or failure to
perform would cause the closing conditions of the merger agreement not to
be satisfied, and (b) Morton's Holdings or Morton's Acquisition has not
cured the breach or failure to perform within 15 days following its
receipt of written notice of the breach from Morton's by the termination
date.

Subiject to limited exceptions, including the survival of any obligation to
pay the termination fee as described below, if the merger agreement is
terminated, then it will be void. Except as otherwise provided, there will be no
liability on the part of Morton's Acquisition, Morton's Holdings or Morton's or
their respective officers, directors, stockholders or affiliates, and all
obligations of the parties will cease. However, no party will be relieved from
its obligations with respect to any willful breach of the merger agreement.

TERMINATION FEE; EXPENSE REIMBURSEMENT
If the merger agreement 1is terminated:

- at a time when Morton's Holdings is entitled to terminate the merger
agreement (a) because (1) the merger has not been consummated by
September 23, 2002, or later date not beyond December 21, 2002 if extended
by Morton's Holdings or (2) Morton's stockholders do not approve the
merger and (b) after the date of the merger agreement, an acquisition
proposal has been made, proposed, communicated or publicly disclosed in a
manner which is or otherwise becomes public;

- at a time when Morton's Holdings is entitled to terminate the merger
agreement (a) because (1) the merger has not been consummated by
September 23, 2002, or later date not beyond December 21, 2002 if extended
by Morton's Holdings or (2) Morton's stockholders do not approve the
merger and (b) within 12 months of the termination, Morton's enters into
an agreement, arrangement or understanding (including a letter of intent)
with respect to or consummates any acquisition proposal;

- by Morton's Holdings because (a) the Company (1) withdraws, modifies or
amends, or proposes to withdraw, modify or amend, in a manner adverse to
Morton's Holdings or Morton's Acquisition, the approval, adoption or
recommendation, as the case may be, of the merger, the merger agreement or
any of the other transactions contemplated by the merger agreement or
(2) approves or recommends, oOr proposes to approve or recommend, or enters
into any agreement, arrangement or understanding with respect to, any
acquisition proposal; (b) the Board of Directors or any Board committee
resolves to take any of the actions set forth in preceding subclause (a);
(c) 1f after an acquisition proposal has been made, the Board of Directors
or the Special Committee fails to affirm its recommendation and approval
of the merger and the merger agreement within three business days of any
request by Morton's Holdings to do so; or (d) if a tender offer or
exchange offer constituting an acquisition proposal is commenced and the
Board of Directors or the Special Committee does not recommend against
acceptance of the offer by Morton's stockholders;
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- by Morton's if Morton's receives a superior proposal, and the Board of
Directors, based on the recommendation of the Special Committee,
reasonably determines in accordance with the merger agreement that it is
necessary to terminate the merger agreement and enter into an agreement to
effect the superior proposal in order to comply with its fiduciary duties
under applicable law; provided, that the other conditions to termination
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in the event of a superior proposal, described above, are met; or

- by Morton's Holdings if Morton's has breached the limitations on its
consideration of other acquisition proposals (See "--Limitation on
Consideration of Other Acquisition Proposals");

then Morton's will pay to Morton's Holdings an amount equal to (a) the
out-of-pocket expenses of Morton's Holdings and Morton's Acquisition related to
the merger and the transactions contemplated thereby and any related financing
up to $1,320,000 and (b) a fee equal to (1) $1,320,000 minus (2) the amount paid
as reimbursement of out-of-pocket expenses of Morton's Holdings and Morton's
Acquisition.

If the merger agreement is terminated at a time when Morton's Holdings is
entitled to terminate the merger agreement because (a) the merger has not been
consummated by September 23, 2002, or later date not beyond December 21, 2002 if
extended by Morton's Holdings, whether or not any acquisition proposal has then
been made, proposed, communicated or publicly disclosed in a manner which is or
otherwise has become public or (b) Morton's has breached its representations,
warranties, covenants or agreements, then Morton's will pay to Morton's Holdings
an amount equal to the out-of-pocket expenses of Morton's Holdings and Morton's
Acquisition related to the merger and the transactions contemplated thereby and
related financing up to $1,320,000.

If Morton's terminates the merger agreement and must pay fees or expenses to
Morton's Holdings, then Morton's must pay the fees on the date that it
terminates the merger agreement as a condition precedent to the termination. If
Morton's Holdings terminates the merger agreement, and Morton's must pay fees or
expenses to Morton's Holdings, then Morton's must pay the fees the first
business day after the date that Morton's Holdings terminates the merger
agreement. However, if either Morton's Holdings or Morton's Acquisition
terminates the merger agreement because (a) the merger has not been consummated
by September 23, 2002 or later date not beyond December 21, 2002 if extended by
Morton's Holdings, or (b) Morton's stockholders do not approve the merger and,
within 12 months of the termination, Morton's enters into an agreement,
arrangement or understanding with respect to or consummates any acquisition
proposal, then Morton's must pay the fees and expenses on the date that Morton's
enters into the agreement, arrangement or understanding (including a letter of
intent) with respect to or consummates the acquisition proposal. See "Limitation
on Considering Other Acquisition Proposals."

LETTER REGARDING REIMBURSEMENT OF CERTAIN COSTS RELATING TO AMENDMENT NO. 15 TO
MORTON'S CREDIT AGREEMENT

In connection with the merger agreement, Morton's Holdings, Morton's
Acquisition, CHP and Morton's have entered into a letter agreement, dated
March 26, 2002, pursuant to which the parties agreed that:

- in the event that the merger agreement is terminated (other than in
circumstances pursuant to which Morton's Holdings is entitled to receive
its expense reimbursement and/or termination fee at the time of such
termination), CHP would reimburse Morton's for any payments made by
Morton's with respect to the reasonable fees and expenses of (x) special
counsel to the agent under Morton's credit agreement for services rendered
by such special counsel to the agent in connection with Amendment No. 15
to Morton's credit agreement (in an amount not to exceed $95,000) and
(y) Morton's and the Special Committee's counsel for services rendered by
such
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counsel in connection with Amendment No. 15 to Morton's credit agreement
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(in an amount not to exceed $5,000); and

- any amounts paid by CHP pursuant to the letter agreement will be deemed to
constitute out-of-pocket expenses of Morton's Holdings and Morton's
Acquisition related to the merger agreement and, as such, under the
circumstances where Morton's Holdings is entitled to receive its expense
reimbursement from Morton's at a time subsequent to the termination of the
merger agreement, Morton's Holdings would be entitled to receive
reimbursement from Morton's of the aggregate amount paid by CHP pursuant
to the letter agreement (without regard to the limitation on the maximum
amount of the expense reimbursement specified in the merger agreement).

COMMON STOCK PURCHASE INFORMATION
PURCHASES BY MORTON'S

The table below sets forth information, by fiscal quarters, regarding
purchases by Morton's of its common stock since January 3, 2000, including the
number of shares purchased, the range of prices paid and the average purchase
price. Such purchases were made pursuant to an open-market repurchase program
first authorized on October 15, 1998, although no additional purchases were made
after September 15, 2000, and the plan was formally suspended on May 8, 2001.

AVERAGE
NO. OF PURCHASE
PERIOD SHARES PRICE RANGE PRICE
First Quarter 2000. ... .ttt inimeneeeeeeeeeennnaeeennn 599,300 $15.2155 - $19.2500 $17.3552
Second Quarter 2000. .. .. ittt ittt ettt 310,200 $18.0000 - $21.2500 $18.5768
Third Quarter 2000 .. ... vt ittt ettt eeeeeeeeennneeeenns 344,400 $20.1250 - $21.2500 $20.6627
Fourth Quarter 2000. ... .c it ittt ittt et ettt teeeeennn 0 —= —=
First Quarter 2001 . ... ittt ittt it ettt ettt e te e 0 —= —=
Second Quarter 2001 ... vttt i ittt e e e e e e e e 0 —= —=
Third Quarter 2001 . .. vttt ittt e et et et et ettt eeeeaenn 0 —= —=
Fourth Quarter 2001 . ... ittt ittt ettt ettt e teeeeennn 0 —= —=
First Quarter 2002. .. i i ittt ittt et ettt ettt e e eeeennn 0 —= —=
Second Quarter 2002 (through [date])................. 0 —= —=
PURCHASES BY DIRECTORS AND OFFICERS OF MORTON'S
The table below sets forth information regarding purchases by each of

Morton's directors and executive officers of Morton's common stock since
January 3, 2000, including the number of shares purchased, the range of prices
paid and the average purchase price:

AVERA

PURCH
NAME DATE NO. OF SHARES PRICE RANGE PRIC
Allen J. Bernstein.....ee et eeennnnnnns 12/28/00 10,000 $ 10.750 $10.7
Klaus Fritsch. . vttt ittt ienennn. 2/13/01 10,000 $ 10.000 $10.0
ROGETY Drake . . i vt iee it ieeeeeenneeeenneenns 2/21/01 3,625 $12.000-$19.438 $17.2

RECENT TRANSACTIONS
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None of Morton's, nor any of Morton's directors or officers, has engaged in
any transaction with respect to Morton's common stock within 60 days of the date
of this proxy statement.

82
SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table sets forth certain information regarding the beneficial
ownership of Morton's common stock as of April 10, 2002 by (1) all those known
by Morton's to be beneficial owners of more than 5% of its common stock;

(2) each director; (3) each executive officer; and (4) all executive officers
and directors of Morton's as a group. The information with respect to each
director and executive officer of the Company has been supplied by that
individual. The address of each of the directors and executive officers is c/o
Morton's Restaurant Group, Inc., 3333 New Hyde Park Road, New Hyde Park, New
York 11042. The addresses for the other 5% beneficial owners of the Company's
common stock are as follows: FMR Corp., 82 Devonshire Street, Boston,
Massachusetts 02109; Capital Research & Management Co., 333 South Hope Street,
Los Angeles, California 90071; Goldman, Sachs & Co., 32 0l1d Slip, New York, New
York 10005 and BFMA Holding Corporation, 50 East Sample Road, Suite 400, Pompano
Beach, Florida 33064.

BENEFICIAL OWNERSHIP

NUMBER OF PERCENT OF

BENEFICIAL OWNER SHARES (1) TOTAL (2)
Allen J. BernsStein (3) v v it ittt ettt et et et et ettt 528,705 11.82%
Thomas J. BaldwWin (3) v v v v vttt ittt e ettt et e eeeeeeeeaeaen 110,500 2.59%
ROGET Drake (3) v v ittt ittt ettt e et e et ettt ettt eaaeeaeeen 4,375 *
Agnes LOoNgarZO (3) c v v v e vt ot m e e oot eeeneeeeeeeeaeeeeeeeennneens 30,650 *
Allan C. SChreiber (3) c v ittt it et e e e e e et ettt et ee e 39,750 *
Klaus W. FritsCh (3) v v ittt ittt ettt ettt ettt ettt teeeeeaenn 39,525 *
John T. BeLtan (3B) v v it ittt e e et et e e et et ettt ettt ee e 27,500 *
John K. CaAshle . it ittt ittt ittt ettt ettt e et eeeeneaneean 5,178 *
Dr. John J. ConnNolly ...ttt ittt eeeeeeeeeeaneeeeenns 400 *
Dianne H. RUSSEL L. ...ttt ittt eteeeeeeeeaaaeeeennas 500 *
David B. Pittaway ... oo e e it ttnete et eeeeeeeeeeeaneeeeenns 3,132 *
Lee M. CONMu ittt ittt et et et ettt ettt eee e e eeeeaeeaeeens 1,500 *
RODETt L. BAlN ey i i vttt ittt ettt te ettt et eeeeeeeeeeaaeeaeees 0 *
Alan A, TETaAll. c i i ettt et e teee et aeeeeeeeeeaeeeeeeseeaneens 560 *
FMR COTP . (4) (0) 4 v v ettt ettt ettt e eeeeeeeeseeeeenaeeeeeeeeennns 784,800 18.75%
BEMA HoOlding Corp. (4) v v v ittt ettt ettt ee e et eaeeeeeees 573,900 13.71%
Capital Research and Management Company (4) .. .....eeeueeenenen.. 396,000 9.46%
Goldman, Sachs & CO. (4) v i vttt ittt ettt et e et e eaeeaeeens 241,862 5.78%
Morton's Directors and Executive Officers as a Group (14

PerSONS) (D) vttt it et et et e e e e e e et e e e e e e e e e e e e e 792,275 16.93%
* Represents less than 1%.

(1) Unless otherwise noted, the beneficial owners listed have sole voting and
investment power over the shares listed.

(2) Percent of Class based upon 4,184,711 outstanding shares of common stock
plus, for those persons who hold options to acquire shares of common stock,
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the number of shares of common stock beneficially owned by such person as of
June 1, 2002.

Includes beneficial ownership of shares of common stock issuable upon
exercise of outstanding incentive stock options issued under the Morton's
Restaurant Group, Inc. 2000 Stock Option Plan ("Stock Option Plan") as
follows: Thomas J. Baldwin (77,000), John T. Bettin (27,500), Allen J.
Bernstein (287,500), Klaus W. Fritsch (29,525), Roger Drake (4,375), Agnes
Longarzo (30,650) and Allan C. Schreiber (39,750). Excludes shares of common
stock issuable upon exercise of incentive stock options issued under the
Stock Option Plan which are not exercisable by June 1, 2002.
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Shares of common stock beneficially owned by Capital Research and Management
Co. ("CRM"), and Goldman, Sachs & Co. ("Goldman") are listed according to
reports on Schedule 13G as of December 31, 2001, each of which was filed
during February 2002. Shares of common stock beneficially owned by FMR Corp.
are listed according to a report on Schedule 13G as of December 31, 2000,
which was filed during February 2001. Shares of common stock beneficially
owned by BFMA Holding Corporation ("BFMA") are listed according to a report
filed on Schedule 13D as of March 21, 2002, filed on March 22, 2002.

Based upon information set forth in such report on Schedule 13G filed by FMR
Corp., FMR Corp. and Fidelity Management & Research Company ("Fidelity"), a
wholly-owned subsidiary of FMR Corp., each of which is the beneficial owner
of 784,800 shares or 18.75% of the common stock as a result of acting as an
investment advisor to several investment companies. Members of the Edward C.
Johnson 3rd family, FMR Corp., through its control of Fidelity, and the
aforementioned investment companies each has sole dispositive power over
these 784,800 shares. The ownership of two investment companies, Fidelity
Advisor Value Strategies Fund and Fidelity Low-Priced Stock Fund, amounted
to 424,800 shares or 10.15% and 360,000 shares or 8.60%, respectively, of
the common stock. The power to vote such shares resides with the
aforementioned investment companies' Boards of Trustees.

Based upon information set forth in such report on Schedule 13G filed by
CRM, CRM has sole dispositive power over 396,000 shares or 9.46% of the
common stock as a result of acting as investment advisor to SmallCap World
Fund, Inc. which has sole voting power over these 396,000 shares.

Based upon information set forth in such report on Schedule 13G filed by
Goldman, Goldman has sole voting power over 208,144 shares or 4.97% and sole
dispositive power over 241,862 shares or 5.78% of the common stock.

Based upon information set forth in such reports on Schedule 13D filed by
BFMA, BFMA has sole voting and dispositive power over 488,500 shares or
11.67% of the common stock and shared voting and dispositive power over
56,300 shares, or 1.35%. Barry W. Florescue, president, chief executive
officer, director and controlling shareholder of BFMA reports sole voting
and dispositive power over 517,600 shares or 12.27% of the common stock,
shared voting and dispositive power over 56,300 shares or 1.35% of the
common stock and aggregate beneficial ownership of 573,900 shares or 13.71%
of the common stock.

Includes beneficial ownership of 496,300 shares of common stock issuable in
the aggregate upon exercise of outstanding incentive and non-qualified stock
options issued under Company's the stock option plan to officers of the
Company. Excludes shares of common stock issuable upon exercise of incentive
and non-qualified stock options issued under the stock option plan that are
not exercisable by June 1, 2002.
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(6) Pursuant to the terms of the Company's amended and restated stockholders
rights plan, the rights issued thereunder have not become exercisable as a
result of the beneficial ownership held by FMR Corp. exceeding 15%. In
accordance with the terms of the rights plan, the rights issued thereunder
will not become exercisable upon a stockholder's beneficial ownership
exceeding 15% of the outstanding stock of the Company if the increase above
15% is caused by the Company's repurchase of stock. The beneficial ownership
of FMR Corp. has increased above 15% as a result of repurchases of stock by
the Company. Any further purchases of stock by FMR Corp. would activate the
rights plan. The Company has notified FMR Corp. of this fact. Management of
FMR Corp. has indicated that it does not intend to purchase any additional
shares of stock in the Company. The Company will continue to monitor the
beneficial ownership percentages of FMR Corp. and other significant
stockholders and notify those stockholders of the possibility of triggering
the rights plan.
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INDEPENDENT AUDITORS

Morton's financial statements for each of the years in the three-year period
ended December 30, 2001, included in this proxy statement as part of
Appendix F, have been audited by KPMG LLP, independent auditors, as stated in
their report included in the Company's Annual Report on Form 10-K for the year
ended December 30, 2001, which is included in this proxy statement as
Appendix F. Representatives of KPMG LLP are expected to be available at the
special meeting to respond to appropriate questions of stockholders and to make
a statement if they desire to do so.

FUTURE STOCKHOLDER MEETINGS AND PROPOSALS

If the merger is completed, there will be no public participation in any
future meetings of stockholders of Morton's. However, if the merger is not
completed, Morton's stockholders will continue to be entitled to attend and
participate in Morton's stockholders' meetings. Morton's has scheduled its 2002
annual meeting to be held on [date] if the merger is not completed. Stockholder
proposals to be presented at the 2002 annual meeting, if held, must have been
received by [December 5, 2001] in order to be considered for inclusion in the
proxy statement and form of proxy relating to the 2002 annual meeting.
Stockholders who did not present a proposal for inclusion in the proxy statement
but who still intend to submit the proposal at the 2002 annual meeting, if held,
or at the special meeting, and stockholders who intend to submit nominations for
directors at the 2002 annual meeting, if held, must notify the secretary of the
Company in accordance with the Company's Certificate of Incorporation and
By-laws. The Company's Certificate of Incorporation provides that a proposal or
nomination may be made by a stockholder in writing, delivered or mailed to the
secretary of the Company, Morton's Restaurant Group, Inc., 3333 New Hyde Park
Road, New Hyde Park, New York 11042, not less than 45 days nor more than
60 days prior to the meeting, except that if the Company provides less than
55 days notice or prior public disclosure of the meeting, then the Company must
receive the stockholder proposal or nomination not later than the close of
business on the tenth day following the day on which the Company mailed or
publicly disclosed notice of the meeting, whichever first occurs. The
stockholder proposal or nomination must set forth, as applicable, a description
of each item of business proposed and the reasons for conducting the business,
all information regarding each proposed nominee that would be required in a
proxy statement soliciting proxies for the proposed nominee (including the
person's written consent to serve as a director if elected) and specified
information about the stockholder submitting the proposal or nomination. If the
Chairman of the meeting determines that a proposal or nomination was not made in
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accordance with the proper procedures, the proposal or nomination will be
disregarded. Morton's has received notice from BFMA that BFMA intends to solicit
proxies in support of three nominees for election to Morton's Board of Directors
at the Company's 2002 annual meeting of stockholders.

WHERE STOCKHOLDERS CAN FIND MORE INFORMATION

Morton's files annual, quarterly and special reports, proxy statements and
other information with the SEC. In addition, because the merger may be
considered to be a "going private" transaction, Morton's, Morton's Holdings,
Morton's Acquisition and CHP have filed a Rule 13e-3 Transaction Statement on
Schedule 13E-3 with respect to the merger. The Schedule 13E-3, the exhibits to
the Schedule 13E-3 and such reports, proxy statements and other information
contain additional information about Morton's. Exhibits [ ] of the
Schedule 13E-3 will be made available for inspection and copying at Morton's
executive offices during regular business hours by any Morton's stockholder or a
representative of a stockholder as so designated in writing.

Morton's stockholders may read and copy the Schedule 13E-3 and any reports,
statements or other information filed by Morton's at the SEC's public reference
room located at 450 Fifth Street, N.W., Washington, D.C. 20549, and at the
regional office of the SEC located at 500 West Madison Street, Suite 1400,
Chicago, Illinois 60661. Please call the SEC at 1-800-SEC-0330 for further
information on
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the operation of the public reference rooms. Morton's filings with the SEC are
also available to the public from commercial document retrieval services and at
the web site maintained by the SEC located at: "http://www.sec.gov."

This proxy statement is being furnished to stockholders together with a copy
of Morton's Annual Report on Form 10-K for the fiscal year ended December 30,
2001, which is attached to this proxy statement as Appendix F.

The SEC allows Morton's to "incorporate by reference" information into this
proxy statement. This means that Morton's can disclose important information by
referring to another document filed separately with the SEC. The information
incorporated by reference is considered to be part of this proxy statement. This
proxy statement and the information that Morton's files later with the SEC may
update and supersede the information incorporated by reference. Similarly, the
information that Morton's later files with the SEC may update and supersede the
information in this proxy statement. Morton's incorporates by reference each
document it files under Sections 13(a), 13(c), 14 or 15(d) of the Exchange Act
after the date of this proxy statement and before the special meeting. Morton's
also incorporates by reference into this proxy statement the following documents
filed by it with the SEC under the Exchange Act:

- Annual Report on Form 10-K for the fiscal year ended December 30, 2001;
and

— Current Report on Form 8-K filed March 27, 2002.

The proxy statement does not constitute an offer to sell or to buy, or a
solicitation of an offer to sell or to buy, any securities, or the solicitation
of a proxy, in any Jjurisdiction to or from any person to whom it is not lawful
to make any offer or solicitation in such jurisdiction.

Stockholders should not rely on information other than that contained in
this proxy statement (including its appendices). Morton's has not authorized
anyone to provide information that is different from that contained in this
proxy statement. This proxy statement is dated [date]. The information contained
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in Morton's Annual Report on Form 10-K for the fiscal year ended December 30,
2001, included in this proxy statement as Appendix F, is as of March 29, 2002,
the date of filing with the SEC of the Form 10-K. No assumption should be made
that the information contained in this proxy statement is accurate as of any
other date, and the mailing or delivery of this proxy statement should not
create any implication to the contrary. In addition, information contained in
Appendix F may be updated and superceded by information contained elsewhere in
this proxy statement. MORTON'S HAS SUPPLIED ALL INFORMATION CONTAINED IN THIS
PROXY STATEMENT RELATING TO MORTON'S, ITS SUBSIDIARIES AND THEIR RESPECTIVE
DIRECTORS, OFFICERS AND AFFILIATES, AND MORTON'S HOLDINGS HAS SUPPLIED ALL
INFORMATION CONTAINED IN THIS PROXY STATEMENT RELATING TO MORTON'S HOLDINGS,
MORTON'S ACQUISITION, CHP AND THEIR RESPECTIVE DIRECTORS, OFFICERS AND
AFFILIATES (OTHER THAN JOHN K. CASTLE AND DAVID B. PITTAWAY SOLELY IN THEIR
RESPECTIVE CAPACITIES AS DIRECTORS OF MORTON'S) .

No provisions have been made in connection with the merger to grant
unaffiliated stockholders access to Morton's corporate files or the corporate
files of CHP, Morton's Holdings or Morton's Acquisition, or to obtain counsel or
appraisal services for unaffiliated stockholders at Morton's expense or the

expense of CHP, Morton's Holdings or Morton's Acquisition.
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APPENDIX A

EXECUTION COPY

AGREEMENT AND PLAN OF MERGER
BY AND AMONG
MORTON'S HOLDINGS, INC.,
MORTON'S ACQUISITION COMPANY
AND

MORTON'S RESTAURANT GROUP, INC.

DATED AS OF MARCH 26, 2002
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ANNEX A: Definition of "Consolidated Adjusted EBITDA"

-iii-

AGREEMENT AND PLAN OF MERGER

AGREEMENT entered into as of March 26, 2002 (as amended,
modified or supplemented from time to time, this "AGREEMENT") by and among
Morton's Holdings, Inc., a Delaware corporation (the "BUYER"), Morton's
Acquisition Company, a Delaware corporation and a direct wholly-owned subsidiary
of the Buyer (the "TRANSITORY SUBSIDIARY"), and Morton's Restaurant Group, Inc.,
a Delaware corporation (the "COMPANY"). The Buyer, the Transitory Subsidiary and
the Company are individually referred to herein as a "PARTY" and collectively
referred to herein as the "PARTIES".

PRELIMINARY STATEMENT

WHEREAS, the respective Boards of Directors of the Company,
the Buyer and the Transitory Subsidiary deem it advisable and in the best
interests of their respective corporations and their respective stockholders
that the Buyer acquire the Company on the terms and subject to the conditions
set forth in this Agreement;

WHEREAS, the acquisition of the Company shall be effected
through a merger (the "MERGER") of the Transitory Subsidiary with and into the
Company on the terms and subject to the conditions set forth in this Agreement
and the General Corporation Law of the State of Delaware (as in effect from time
to time, the "DGCL"), as a result of which the Company shall become a
wholly-owned subsidiary of the Buyer;

WHEREAS, a Special Committee of the Board of Directors of the
Company, duly authorized and constituted and comprised solely of directors of
the Company who are not employees of the Company (the "SPECIAL COMMITTEE"),
after receiving the written opinion of Greenhill & Co., LLC, the financial
advisor to the Special Committee ("GREENHILL"), at a meeting thereof duly called
and held, (i) unanimously determined that the Merger and the other transactions
contemplated herein are fair to, and in the best interests of, the Company and
the stockholders of the Company, and has declared the Merger advisable, (ii)
unanimously approved the Merger and this Agreement, and (iii) unanimously
recommended to the Board of Directors of the Company to approve and adopt the
Merger and this Agreement;

WHEREAS, the Board of Directors of the Company, based in part
on the unanimous recommendation of the Special Committee and the written opinion
of Greenhill, at a meeting thereof duly called and held, (i) determined that the
Merger and the other transactions contemplated herein are fair to, and in the
best interests of, the Company and the stockholders of the Company, and has
declared the Merger advisable, (ii) approved the Merger and this Agreement and
(iii) resolved to recommend that the stockholders of the Company vote to approve
and adopt the Merger and this Agreement in conjunction with their approval of
the principal terms of the Merger; and

WHEREAS, the respective Boards of Directors of the Buyer (on
its own behalf as a Party to this Agreement and as the sole stockholder of the
Transitory Subsidiary) and the Transitory Subsidiary have approved and adopted
this Agreement in conjunction with their approval of the principal terms of the
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Merger;

NOW, THEREFORE, in consideration of the foregoing and the
respective representations, warranties, covenants and agreements set forth
below, the Parties agree as follows:

ARTICLE I
THE MERGER

1.1. THE MERGER. On the terms and subject to the conditions
set forth in this Agreement, at the Effective Time (as defined in Section 1.2),
the Company and the Transitory Subsidiary shall consummate the Merger pursuant
to which (a) the Transitory Subsidiary shall be merged with and into the Company
and the separate corporate existence of the Transitory Subsidiary shall
thereupon cease, (b) the Company shall be the successor or surviving corporation
in the Merger (the "SURVIVING CORPORATION") and shall continue to be governed by
the laws of the State of Delaware, (c) the Amended and Restated Certificate of
Incorporation of the Company shall be amended in its entirety to read as the
Certificate of Incorporation of the Transitory Subsidiary, as in effect
immediately prior to the Effective Time; PROVIDED that Article I of the
Certificate of Incorporation of the Surviving Corporation shall read in its
entirety as follows: "The name of the corporation is: Morton's Restaurant Group,
Inc.", and as so amended shall be the Certificate of Incorporation of the
Surviving Corporation until further amended in accordance with the terms thereof
and the DGCL, and (d) the By-laws of the Transitory Subsidiary, as in effect
immediately prior to the Effective Time, shall be the By-laws of the Surviving
Corporation until further amended in accordance with the terms thereof and the
DGCL. The Merger shall have the effects set forth in Section 259(a) of the DGCL.

1.2. EFFECTIVE TIME OF THE MERGER. On the terms and subject to
the conditions set forth in this Agreement, prior to the Closing (as defined in
Section 1.4), the Transitory Subsidiary and the Company shall prepare, execute,
and on the Closing Date (as defined in Section 1.4) shall cause to be filed with
the Secretary of State of the State of Delaware, a certificate of merger in such
form as is required by the relevant provisions of the DGCL (the "CERTIFICATE OF
MERGER") . The Merger shall become effective upon the filing of the Certificate
of Merger with the Secretary of State of the State of Delaware or at such later
time as is established by the Parties and set forth in the Certificate of Merger
(the "EFFECTIVE TIME").

1.3. DIRECTORS AND OFFICERS. The directors of the Transitory
Subsidiary immediately prior to the Effective Time shall, from and after the
Effective Time, be the directors of the Surviving Corporation, each to hold
office in accordance with the Certificate of Incorporation and By-laws of the
Surviving Corporation, until such director's successor is duly elected or
appointed and qualified or until his or her earlier death, resignation or
removal in accordance with the Certificate of Incorporation and the By-laws of
the Surviving Corporation. The officers of the Company immediately prior to the
Effective Time shall be, from and after the Effective Time, the officers of the
Surviving Corporation, each to hold office in accordance with the Certificate of
Incorporation and By-laws of the Surviving Corporation, until such officer's
successor is duly elected or appointed and qualified or until his or her earlier
death, resignation or removal in accordance with the Certificate of
Incorporation and the By-laws of the Surviving Corporation.

109



Edgar Filing: MORTONS RESTAURANT GROUP INC - Form PREM14A

1.4. CLOSING. Unless this Agreement shall have been terminated
and the transactions contemplated hereby shall have been abandoned pursuant to
Article VII, and subject to the satisfaction or waiver (to the extent permitted
by applicable law) of all of the conditions set forth in Article VI, the closing
of the Merger (the "CLOSING") shall take place at 10:00 a.m. on a date to be
specified by the Parties, which shall be no later than two (2) Business Days (as
defined below) following the satisfaction or waiver (to the extent permitted by
applicable law) of all of the conditions set forth in Article VI other than such
conditions that by their nature are to be satisfied at the Closing, but subject
to the fulfillment or waiver (to the extent permitted by applicable law) of
those conditions (the "CLOSING DATE"), at the offices of Schulte Roth & Zabel
LLP, 919 Third Avenue, New York, New York 10022, unless another date, place or
time is agreed to in writing by the Parties. For purposes of this Agreement, the
term "BUSINESS DAY" means any day except a Saturday, a Sunday or any other day
on which commercial banks are required or authorized to close in New York, New
York.

1.5. ADDITIONAL ACTIONS. The Surviving Corporation may, at any
time after the Effective Time, take any action (including, without limitation,
executing and delivering any document in the name and on behalf of the Company)
in order to consummate the transactions contemplated by this Agreement.

ARTICLE II
CONVERSION OF SECURITIES

2.1. CONVERSION OF CAPITAL STOCK. As of the Effective Time, by
virtue of the Merger and without any action on the part of any Party or the
holders of any shares of common stock, par value $0.01 per share, of the Company
(collectively, the "COMMON STOCK" or the "SHARES" and, individually, a "SHARE")
or holders of any shares of common stock, par value $0.01 per share, of the
Transitory Subsidiary (collectively, the "TRANSITORY SUBSIDIARY COMMON STOCK") :

(a) CAPITAL STOCK OF THE TRANSITORY SUBSIDIARY. Each issued
and outstanding share of Transitory Subsidiary Common Stock shall be converted
into and become one fully paid and nonassessable share of common stock, par
value $0.01 per share, of the Surviving Corporation and shall be the only issued
and outstanding capital stock of the Surviving Corporation. From and after the
Effective Time, each outstanding certificate theretofore representing shares of
Transitory Subsidiary Common Stock shall be deemed for all purposes to evidence
ownership and to represent the same number of shares of common stock of the
Surviving Corporation;

(b) CANCELLATION OF TREASURY STOCK AND BUYER-OWNED STOCK. All
Shares that are owned by the Company or by any Subsidiary (as defined in Section
3.1(b)) or held in the Company's treasury and any Shares owned by the Buyer, the
Transitory Subsidiary or any other subsidiary of the Buyer, immediately prior to
the Effective Time, shall be cancelled and shall cease to exist and no
consideration shall be delivered in exchange therefor; and

(c) EXCHANGE OF SHARES. Each issued and outstanding Share
(other than (i) Shares to be cancelled in accordance with Section 2.1 (b) and
(ii) any Appraisal Shares (as

A-3
defined in Section 2.3(c))) shall be converted into the right to receive $12.60
in cash without interest (the "CASH MERGER CONSIDERATION"), payable to the
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holder thereof. Such Cash Merger Consideration shall be paid upon surrender of
the certificate formerly representing such Share pursuant to Section 2.2. The
Shares converted into the right to receive the Cash Merger Consideration are
hereinafter referred to collectively as the "CASH MERGER SHARES". All such Cash
Merger Shares, from and after the Effective Time, shall no longer be outstanding
and shall automatically be cancelled and retired and shall cease to exist, and
each holder of a certificate representing any Cash Merger Shares shall cease to
have any rights with respect thereto, except the right to receive the Cash
Merger Consideration therefor upon the surrender of such certificate in
accordance with Section 2.2, without interest.

2.2. PAYMENT OF CASH MERGER CONSIDERATION. (a) PAYING AGENT.
At or prior to the Effective Time, the Buyer shall (i) designate a bank or trust
company located in the United States of America to act as paying agent for the
holders of the Cash Merger Shares in connection with the Merger (the "PAYING
AGENT") to receive the funds to which holders of the Cash Merger Shares shall
become entitled pursuant to Section 2.1(c) and (ii) deposit in trust with the
Paying Agent cash in an aggregate amount sufficient to pay the Cash Merger
Consideration and to enable the Paying Agent to make payments pursuant to
Section 2.1 (c) and this Section 2.2 (such amount being hereinafter referred to
as the "PAYMENT FUND"). The Payment Fund shall be invested by the Paying Agent
as directed by the Buyer (x) in direct obligations of the United States of
America, obligations for which the full faith and credit of the United States is
pledged to provide for the payment of principal and interest, commercial paper
of an issuer organized under the laws of a state of the United States of America
rated of the highest quality by Moody's Investors Service, Inc., or Standard &
Poor's Ratings Group, or certificates of deposit, bank repurchase agreements or
bankers' acceptances of a United States commercial bank having at least
$1,000,000,000 in assets (collectively, "PERMITTED INVESTMENTS"), or (y) in
money market funds which are invested in Permitted Investments, and any net
earnings with respect thereto shall be paid to the Buyer as and when requested
by the Buyer. The Paying Agent shall, pursuant to irrevocable instructions, make
the payments referred to in Section 2.1 (c) and this Section 2.2 out of the
Payment Fund. The Payment Fund shall not be used for any other purpose except as
otherwise agreed to by the Buyer. If the amount of cash in the Payment Fund is
insufficient to pay all of the amounts required to be paid pursuant to Section
2.1(c) and this Section 2.2, the Buyer from time to time after the Effective
Time shall promptly take all steps necessary to enable and cause the Surviving
Corporation to deposit in trust additional cash with the Paying Agent sufficient
to make all such payments.

(b) EXCHANGE PROCEDURES.

(i) Within five (5) Business Days following the Effective
Time, the Buyer shall cause the Paying Agent to mail to each holder of record of
a certificate or certificates that immediately prior to the Effective Time
represented outstanding Cash Merger Shares (collectively, the "CERTIFICATES"),
whose Shares were converted pursuant to Section 2.1(c) into the right to receive
the Cash Merger Consideration, (A) a letter of transmittal (which shall specify
that delivery shall be effected, and risk of loss and title to the Certificates
shall pass, only upon actual delivery of the Certificates to the Paying Agent,
and shall otherwise be in customary form), and (B) instructions for use in
effecting the surrender of the Certificates in exchange for payment of the Cash
Merger Consideration.

(ii) Upon surrender of a Certificate for cancellation to
the Paying Agent or to such other agent or agents as may be appointed by the
Surviving Corporation, together with such letter of transmittal, duly executed
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and completed in accordance with the instructions thereon, together with any
other items specified by the letter of transmittal or otherwise reasonably
required by the Paying Agent, the holder of such Certificate shall be entitled
to receive in exchange therefor the Cash Merger Consideration for each Share
formerly represented by such Certificate, and the Certificate so surrendered
shall forthwith be cancelled. Until so surrendered, each Certificate shall be
deemed, for all corporate purposes, to evidence only the right to receive upon
such surrender the Cash Merger Consideration deliverable in respect thereof to
which the holder thereof is entitled pursuant to Section 2.1(c) and this Section
2.2. No interest will be paid or will accrue in respect of any cash payable upon
the surrender of any Certificate.

(iii) If any Certificate shall have been lost, stolen or
destroyed, then, upon the making of an affidavit of that fact by the Person (as
defined in Section 9.6) claiming such Certificate to be lost, stolen or
destroyed, the Buyer shall cause the Paying Agent to pay in exchange for such
lost, stolen or destroyed Certificate the Cash Merger Consideration deliverable
in respect thereof to which the holder thereof is entitled pursuant to Section
2.1(c) and this Section 2.2; PROVIDED that the Person to whom any such Cash
Merger Consideration is paid shall, as a condition precedent to the payment
thereof, give the Surviving Corporation a bond in such sum as it may direct or
otherwise indemnify the Surviving Corporation in a manner reasonably
satisfactory to it against any claim that may be made against the Surviving
Corporation with respect to the Certificate claimed to have been lost, stolen or
destroyed.

(iv) If payment of Cash Merger Consideration is to be made
to a Person other than the Person in whose name the surrendered Certificate is
registered, it shall be a condition of payment that the Certificate so
surrendered be properly endorsed or be otherwise in proper form for transfer and
that the Person requesting such payment shall have paid any transfer and other
taxes required by reason of the payment of Cash Merger Consideration to a Person
other than the registered holder of the Certificate surrendered or shall have
established to the satisfaction of the Surviving Corporation that such tax
either has been paid or is not applicable. Each of the Paying Agent, the Buyer
and the Surviving Corporation shall be entitled to deduct and withhold, or cause
to be deducted and withheld, from any consideration payable or otherwise
deliverable pursuant to this Agreement to any holder or former holder of Cash
Merger Shares such amounts as may be required to be deducted and withheld
therefrom under the Internal Revenue Code of 1986, as amended, and the rules and
regulations promulgated thereunder (the "CODE") or any provision of state, local
or foreign tax law or under any other applicable legal requirement. To the
extent such amounts are so deducted or withheld, such amounts shall be treated
for all purposes under this Agreement as having been paid to the Person to whom
such amounts would otherwise have been paid and shall be paid to the appropriate
governmental entity on behalf of such Person.

(v) The Surviving Corporation shall pay all charges and
expenses of the Paying Agent in connection with the exchange of the Cash Merger
Consideration for the Cash Merger Shares.

(c) NO FURTHER TRANSFER OR OWNERSHIP RIGHTS IN THE SHARES.
From and after the Effective Time, the stock transfer books of the Company shall
be closed with respect to Shares and there shall be no further registration of
transfers of the Cash Merger Shares on the records of the Company (or the
Surviving Corporation) or its transfer agent of Certificates representing
Shares, and if any such Certificates are presented to the Company (or the
Surviving Corporation) for transfer, they shall be cancelled and exchanged as
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provided in this Article II, subject to applicable law in the case of Appraisal
Shares. From and after the Effective Time, the holders of Certificates
evidencing ownership of Cash Merger Shares outstanding immediately prior to the
Effective Time shall cease to have any rights with respect to such Shares except
as otherwise provided for herein or by applicable law. All Cash Merger
Consideration paid upon the surrender for exchange of Certificates in accordance
with the terms of this Article II shall be deemed to have been issued (and paid)
in full satisfaction of all rights pertaining to the Shares exchanged for Cash
Merger Consideration theretofore represented by such Certificates.

(d) TERMINATION OF FUND; NO LIABILITY. At any time following
the date which is the six (6) month anniversary of the Effective Time, the
Surviving Corporation shall be entitled to require the Paying Agent to deliver
to it any funds (including, without limitation, any and all interest and other
income received with respect thereto) that had been made available to the Paying
Agent and that have not been disbursed to holders of Certificates, and
thereafter, such holders shall be entitled to look to the Surviving Corporation
(subject to abandoned property, escheat or other similar laws) with respect to
the Cash Merger Consideration payable upon due surrender of their Certificates,
without any interest thereon; PROVIDED that such holders shall have no greater
rights against the Surviving Corporation than may be accorded to general
creditors of the Surviving Corporation under applicable laws. Any portion of the
Payment Fund remaining unclaimed as of a date which is immediately prior to such
time as such amounts would otherwise escheat to or become property of any
government entity shall, to the extent permitted by applicable law, become the
property of the Surviving Corporation free and clear of any claims or interest
of any Person previously entitled thereto. Notwithstanding the foregoing,
neither the Surviving Corporation nor the Paying Agent shall be liable to any
Person for any amounts delivered to a public official pursuant to any applicable
abandoned property, escheat or other similar laws.

2.3. APPRAISAL RIGHTS. (a) Notwithstanding anything to the
contrary contained in this Agreement but only to the extent required by the
DGCL, any Shares that constitute Appraisal Shares shall not be converted into or
represent the right to receive the Cash Merger Consideration in accordance with
Sections 2.1(c) and 2.2, and each holder of Appraisal Shares shall be entitled
only to such rights with respect to such Appraisal Shares as may be granted to
such holder pursuant to Section 262 of the DGCL. From and after the Effective
Time, a holder of Appraisal Shares shall not have and shall not be entitled to
exercise any of the voting rights or other rights of a stockholder of the
Surviving Corporation. If any holder of Appraisal Shares shall effectively
withdraw or lose (through failure to perfect or otherwise) such holder's right
to appraisal under Section 262 of the DGCL, then (i) any right of such holder to
a judicial appraisal of such Shares shall be extinguished, and (ii) such Shares
shall automatically be converted into and shall represent only the right to
receive (upon the surrender of the certificate or certificates representing such
Shares) the Cash Merger Consideration, without interest, in accordance with
Sections 2.1(c) and 2.2.

(b) The Company shall give the Buyer (i) prompt notice of any
demand for appraisal pursuant to the DGCL received by the Company, withdrawals
of such demands and copies of any related documents or instruments received by
the Company, and (ii) the opportunity to direct all negotiations and proceedings
with respect to demands for appraisal. The Company shall not, except with the
prior written consent of the Buyer, voluntarily make any payment with respect to
any demands for appraisal or settle or offer to settle any such demands for
appraisal.
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(c) For purposes of this Agreement, "APPRAISAL SHARES" shall
refer to any Shares outstanding immediately prior to the Effective Time that are
held by stockholders who are entitled to demand and who properly demand
appraisal of such Shares pursuant to, and who comply with the applicable
provisions of, Section 262 of the DGCL.

2.4. STOCK OPTIONS. With respect to any options to purchase
Common Stock outstanding on the Closing Date (collectively, the "OPTIONS"),
prior to the Effective Time, the Company shall take such action as shall be
required to effectuate (i) the cancellation, as of the Effective Time, of all
Options (whether or not then exercisable and without regard to the exercise
price of such Options) granted under any stock option plan or agreement of the
Company or otherwise (collectively, the "STOCK PLANS") and to cause, pursuant to
the Stock Plans, all outstanding Options to represent solely the right to
receive, in accordance with this Section 2.4, a cash payment in the amount of
the Option Consideration (as defined below), if any, with respect to any such
Option and to no longer represent the right to receive Common Stock or any other
equity securities of the Company, the Buyer, the Surviving Corporation or any
other Person or any other consideration, (ii) the termination, as of the
Effective Time, of the Stock Plans and any other plan, program or arrangement
providing for the issuance or grant of any other interest in respect of the
capital stock or equity of the Company or any affiliate thereof (collectively,
with the Stock Plans, the "STOCK INCENTIVE PLANS") and (iii) the amendment, as
of the Effective Time, of the provisions of any Company Employee Plan (as
defined in Section 3.14(a)) or any Executive Agreement (as defined in Section
3.14 (b)) providing for the issuance, transfer or grant of any capital stock or
equity of the Company or any such affiliate, or any interest in respect of any
capital stock or equity of the Company or any such affiliate, to provide no
continuing rights to acquire, hold, transfer or grant any capital stock or
equity of the Company or any such affiliate or any interest in the capital stock
or equity of the Company or any such affiliate. The forgoing actions shall take
effect immediately prior to the Effective Time. Each holder of an Option shall
receive from the Company, in respect and in consideration of each Option so
cancelled, as soon as practicable following the Effective Time, an amount (net
of applicable taxes) equal to the excess, if any, of the Cash Merger
Consideration over the exercise price of such Option, multiplied by the number
of Shares subject to such Option, without any interest thereon (the "OPTION
CONSIDERATION"). As soon as practicable following the execution of this
Agreement, the Company shall mail to each person who is a holder of such Options
a letter describing the treatment of and payments for such Options pursuant to
this Section 2.4 and providing instructions for use in obtaining payment for
such Options. The Company shall take all steps to ensure that neither it nor any
of its affiliates is or shall be bound by any Options, other options, warrants,
rights or agreements which would entitle any Person, other than the Buyer or its
affiliates, to own any capital stock or equity of the Company or any of the
Subsidiaries or to receive any payment in respect thereof, except as expressly
contemplated by this Section 2.4. Except as otherwise contemplated herein, any
then outstanding stock appreciation rights or

limited stock appreciation rights, and any other rights or interest in respect
of the capital stock or equity of the Company or any affiliate thereof issued by
the Company or any affiliate thereof shall be cancelled immediately prior to the
Effective Time without any payment therefor.

2.5. FURTHER ASSURANCES. If at any time after the Effective
Time the Surviving Corporation shall consider or be advised that any deeds,
bills of sale, assignments or assurances or any other acts or things are
necessary, desirable or proper (a) to vest, perfect or confirm, of record or
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otherwise, in the Surviving Corporation, its right, title or interest in, to or
under any of the rights, privileges, powers, franchises, properties or assets of
either of the constituent corporations in the Merger, or (b) otherwise to carry
out the purposes of this Agreement, the Surviving Corporation and its proper
officers and directors or their designees shall be authorized to execute and
deliver, in the name and on behalf of either of the constituent corporations in
the Merger, all such deeds, bills of sale, assignments and assurances and do, in
the name and on behalf of such constituent corporations, all such other acts and
things necessary, desirable or proper, consistent with the terms of this
Agreement, to vest, perfect or confirm its right, title or interest in, to or
under any of the rights, privileges, powers, franchises, properties or assets of
such constituent corporations and otherwise to carry out the purposes of this
Agreement.

ARTICLE III
REPRESENTATIONS AND WARRANTIES OF THE COMPANY

The Company hereby represents and warrants to the Buyer and
the Transitory Subsidiary that the statements contained in this Article III are
true and correct. The Company has delivered to the Buyer a Disclosure Letter,
dated the date hereof (the "COMPANY DISCLOSURE LETTER"), receipt of which has
been acknowledged in writing thereon by the Buyer, which Company Disclosure
Letter is arranged in sections corresponding to the numbered and lettered
Sections contained in this Article III (it being understood and agreed that any
matter disclosed in any section of the Company Disclosure Letter shall be deemed
to be disclosed and incorporated in any other section of the Company Disclosure
Letter when the appropriateness of such disclosure and incorporation is readily
apparent from the context).

3.1. ORGANIZATION. (a) The Company and each of the
Subsidiaries is an entity duly organized, validly existing and in good standing
under the laws of its jurisdiction of organization and has all requisite power
and authority to own, lease and operate its properties and assets and to carry
on its business as now being conducted. The Company and each of the Subsidiaries
is duly qualified or licensed to do business, and is in good standing as a
foreign entity in each jurisdiction where the character of its properties or
assets owned, operated and leased or the nature of its activities makes such
qualification necessary, except where the failure to be so qualified or licensed
or in good standing has not resulted in and would not reasonably be likely to
result in, individually or in the aggregate, a Company Material Adverse Effect
(as defined below). The Company has, prior to the date of this Agreement,
delivered to the Buyer and the Transitory Subsidiary (or made available to the
Buyer and the Transitory Subsidiary in the data room established by the Company
for purposes of the due diligence investigation of the Buyer and the Transitory
Subsidiary during the periods of time that the representatives of the Buyer and
the Transitory Subsidiary visited the data room) true, complete and correct
copies of the Certificate of Incorporation and the By-laws of the Company and
the comparable governing

documents of each of the Subsidiaries, in each case as amended and in full force
and effect as of the date of this Agreement. The respective certificates of
incorporation and by-laws or other organizational documents of the Subsidiaries
do not contain any provision limiting or otherwise restricting the ability of
the Company to control such Subsidiaries. For purposes of this Agreement, the
term "COMPANY MATERIAL ADVERSE EFFECT" means any event, change, occurrence,
effect, fact, violation, development or circumstance having or resulting in a
material adverse effect on (i) the ability of the Company to duly perform its
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obligations under this Agreement or to consummate the transactions contemplated
hereby on a timely basis or (ii) the business, properties, assets, liabilities,
financial condition or results of operations of the Company and the
Subsidiaries, taken as a whole; PROVIDED that the following shall not be taken
into account in determining whether there has been or would reasonably be likely
to be a "Company Material Adverse Effect" under this Agreement:

(i) adverse changes in the stock price of the Company (as
quoted on the New York Stock Exchange), in and of themselves, but only so long
as any such adverse changes do not reflect any other event, change, occurrence,
effect, fact, violation, development or circumstance that has had or would
reasonably be likely to have, individually or in the aggregate, a material
adverse effect on (A) the ability of the Company to duly perform its obligations
under this Agreement or to consummate the transactions contemplated hereby on a
timely basis or (B) the business, properties, assets, liabilities, financial
condition or results of operations of the Company and the Subsidiaries, taken as
a whole, in each case, other than those events, changes, occurrences, effects,
facts, developments or circumstances described in any of subclauses (x) through
(z), inclusive, of immediately succeeding clause (ii); and

(ii) other than as may relate to or arise from any
disruption in the availability of, or public health and safety concerns with
respect to ordinary consumption of, the primary foods and/or beverages supplied
to or served by the Company or any of the Subsidiaries, the following:

(x) events, changes, occurrences, effects,
facts, developments or circumstances generally adversely
affecting the economy of a city, state, country or
jurisdiction where the Company and the Subsidiaries operate
and which do not affect the Company and the Subsidiaries
disproportionately;

(y) events, changes, occurrences, effects,
facts, developments or circumstances generally adversely
affecting the United States securities markets or the fine
dining restaurant industry in general and which do not affect
the Company and the Subsidiaries disproportionately; and

(z) any failure to meet third party
analysts' estimates with respect to the performance or
condition of the Company and the Subsidiaries, taken as a
whole.

(b) Section 3.1(b) of the Company Disclosure Letter sets forth
a complete and accurate list of the Subsidiaries and a description of the
Company's direct or indirect equity interest(s) therein. As used in this
Agreement, the term "SUBSIDIARY" shall mean all corporations

or other entities in which the Company owns a majority of the issued and
outstanding capital stock or similar interests normally entitled to vote in an
election of directors or similar governing body, as applicable. Except for the
Company's interest in the Subsidiaries and other than loans, extensions of
credit or advances constituting trade receivables arising in the ordinary course
of business consistent with past practice, or as set forth in Section 3.1 (b) of
the Company Disclosure Letter, neither the Company nor any of the Subsidiaries
owns directly or indirectly any interest or investment (whether equity or debt)
in, nor is the Company or any of the Subsidiaries subject to any obligation or
requirement to provide for or to make any investment (whether equity or debt) to
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or in, any Person.

3.2. CAPITALIZATION. (a) The authorized capital stock of the
Company consists of (a) 25,000,000 shares of Common Stock, (b) 3,000,000 shares
of preferred stock, par value $0.01 per share, and (c) 3,000,000 shares of
nonvoting common stock, par value $0.01 per share. As of the close of business
on the date hereof, (i) with respect to Common Stock, 4,182,475 shares are
issued and outstanding, 2,612,326 shares are issued and held in the treasury of
the Company and 1,142,274 shares are reserved for issuance upon exercise of
outstanding options granted under the Company's stock option plans or otherwise;
(ii) with respect to preferred stock, no shares are issued and outstanding, or
held in the treasury of the Company and 200,000 shares are designated Series A
Junior Participating Preferred Stock and are reserved for issuance in connection
with the Company's stockholder rights plan pursuant to the Amended and Restated
Rights Agreement, dated as of March 22, 2001 (as in effect on the date hereof
and without giving any effect to any amendments, modifications or supplements
after the date hereof, the "RIGHTS AGREEMENT"), by and between the Company and
Equiserve Trust Company (formerly known as The First National Bank of Boston),
as rights agent thereunder; and (iii) with respect to nonvoting common stock, no
shares are issued and outstanding, or held in the treasury of the Company or
reserved for issuance. Section 3.2 (a) of the Company Disclosure Letter sets
forth the exercise price, grant date, expiration date for and number of shares
subject to all outstanding Options. All outstanding shares of capital stock or
other equity interests, as the case may be, of the Company and each of the
Subsidiaries are duly authorized, wvalidly issued, fully paid and non-assessable,
and are not subject to, nor were issued in violation of, any preemptive rights,
purchase option, call option, right of first refusal, subscription right or any
similar right, in each case granted by the Company or any Subsidiary or, to the
Company's Knowledge (as defined below), any other Person, and were issued in
compliance with applicable securities laws and regulations. All shares of
capital stock of the Company subject to issuance on the terms and conditions set
forth in the instruments pursuant to which they are issuable, will be duly
authorized, validly issued, fully paid and non-assessable, and will not be
subject to, nor issued in violation of, any preemptive rights, purchase option,
call option, right of first refusal, subscription right or any similar right,
and will be issued in compliance with applicable securities laws and
regulations. Except for the transactions contemplated by this Agreement, (i)
there are no shares of capital stock or other securities (voting or nonvoting)
of the Company or any of the Subsidiaries authorized, issued or outstanding,
(ii) there are no outstanding or authorized options (other than the Options
described in Section 3.2(a) of the Company Disclosure Letter), warrants, calls,
preemptive rights, subscriptions or other rights, convertible or exchangeable
securities, "phantom" stock rights, stock appreciation rights ("SARS"),
stock-based performance units, agreements, arrangements, commitments or claims
of any character, contingent or otherwise, relating to the issued or unissued
capital stock of the Company or any of the Subsidiaries or obligating the
Company or any of the Subsidiaries to issue, transfer or sell or cause to be
issued,

transferred or sold any shares of capital stock or other equity interests in the
Company or any of the Subsidiaries or securities convertible into or
exchangeable for such shares or equity interests, or obligating the Company or
any of the Subsidiaries to grant, extend or enter into any such option, warrant,
call, preemptive right, subscription or other right, convertible or exchangeable
security, agreement, arrangement, commitment or claim, (iii) there are no
outstanding contractual obligations of the Company or any of the Subsidiaries to
repurchase, redeem or otherwise acquire any Shares or any capital stock of the
Company or any Subsidiary or to provide funds to make any investment (whether
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equity or debt) in any Subsidiary or any other entity, and (iv) neither the
Company nor any of the Subsidiaries has authorized or outstanding bonds,
debentures, notes or other indebtedness or obligations which entitle the holders
thereof to vote (or which are convertible into or exercisable or exchangeable
for securities which entitle the holders thereof to vote) with the stockholders
of the Company or such Subsidiary, as the case may be, on any matter
(collectively, "VOTING DEBT"). For purposes of this Agreement, "TO THE COMPANY'S
KNOWLEDGE" or any other phrase of similar import shall be deemed to refer to the
actual knowledge, after due inquiry, of any of (w) Allen J. Bernstein, (x)
Thomas J. Baldwin, (y) John T. Bettin and (z) Agnes Longarzo; PROVIDED that "TO
THE COMPANY'S KNOWLEDGE" or any other phrase of similar import shall be deemed
to also include matters that come to the actual knowledge, after due inquiry, of
any of (x) Allan C. Schreiber and (y) Klaus W. Fritsch, after the date of this
Agreement.

(b) All of the outstanding shares of capital stock or other
equity interests of each of the Subsidiaries are owned, of record and
beneficially, by the Company, directly or indirectly, and all such shares or
ownership interests have been duly authorized, validly issued, fully paid and
non-assessable, and are not subject to, nor were issued in violation of, any
preemptive rights and all such shares or ownership interests are owned, of
record and beneficially, by either the Company or one or more of the
Subsidiaries, in each case free and clear of all liens, security interests,
charges, claims or encumbrances of any kind or nature. No shares of capital
stock of, or ownership interests in, any of the Subsidiaries are reserved for
issuance.

(c) There are no voting trusts, proxies, registration rights
agreements, or other agreements, commitments, arrangements or understandings of
any character by which the Company or any of the Subsidiaries is bound with
respect to the voting of any shares of capital stock or other equity interests
of the Company or any of the Subsidiaries or with respect to the registration of
the offering, sale or delivery of any shares of capital stock or other equity
interests of the Company or any of the Subsidiaries under the Securities Act of
1933, as amended (including the rules and regulations promulgated thereunder)
(the "SECURITIES ACT").

(d) None of the Company or its Subsidiaries is required to
redeem, repurchase or otherwise acquire shares of capital stock or other equity
interests of the Company or any of its Subsidiaries as a result of the
transactions contemplated by this Agreement.

(e) Except as contemplated by the Company Senior Credit
Agreement (as defined below), there are no restrictions of any kind which
prevent or restrict the payment of dividends by the Company or any of the
Subsidiaries other than those imposed by laws of general applicability of their
respective Jjurisdictions of organization. For purposes of this Agreement, the
term "COMPANY SENIOR CREDIT AGREEMENT" means the Second Amended and

Restated Revolving Credit and Term Loan Agreement, dated as of June 19, 1995, by
and among the Company, Peasant Holding Corp. and Morton's of Chicago, Inc.
(collectively as borrowers thereunder), Fleet National Bank, as agent for the
lenders thereunder, and Fleet National Bank, in its individual capacity as a
lender thereunder, and the other lenders party thereto, as such agreement is in
effect on the date hereof and without giving any effect to any amendments,
modifications or supplements after the date hereof.

3.3. AUTHORIZATION; VALIDITY OF AGREEMENT; COMPANY ACTION. The
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Company has full corporate power and authority to execute and deliver this
Agreement and each instrument required hereby to be executed and delivered by
the Company prior to or at the Effective Time, and, subject to obtaining
stockholder approval to the extent (if any) required by the DGCL, to perform its
obligations hereunder and thereunder and to consummate the transactions
contemplated hereby. The execution, delivery and performance by the Company of
this Agreement and each instrument required hereby to be executed and delivered
by the Company prior to or at the Effective Time and the performance of its
obligations hereunder and thereunder and the consummation by it of the
transactions contemplated hereby have been duly authorized by its Board of
Directors, and, except for obtaining the approval of its stockholders as
contemplated by Section 5.5, no other corporate action on the part of the
Company is necessary to authorize the execution, delivery and performance by the
Company of this Agreement and the consummation by it of the transactions
contemplated hereby. This Agreement has been duly executed and delivered by the
Company and, assuming due and valid authorization, execution and delivery hereof
by the Buyer and the Transitory Subsidiary, is a valid and binding obligation of
the Company enforceable against the Company in accordance with its terms.

3.4. CONSENTS AND APPROVALS; NO VIOLATIONS. The execution and
delivery of this Agreement by the Company does not, and the consummation by the
Company of the transactions contemplated by this Agreement and the compliance by
the Company with the applicable provisions of this Agreement will not:

(i) subject to the obtaining of the approval of the
stockholders of the Company to the extent required by the DGCL, violate or
conflict with or result in any breach of any provision of the Certificate of
Incorporation or the By-laws of the Company or the comparable governing
documents of any of the Subsidiaries;

(ii) require any filing, recordation, declaration or
registration with, or permit, order, authorization, consent or approval of, or
action by or in respect of, or the giving of notice to (each, a "GOVERNMENTAL
APPROVAL"), any federal, state, local or foreign government, any court, arbitral
tribunal, administrative agency or commission or other governmental or other
regulatory authority, commission or agency or any non-governmental,
self-regulatory authority, commission or agency (each, a "GOVERNMENTAL ENTITY"),
except for (1) the filing by the Company of a premerger notification and report
form under the Hart-Scott-Rodino Antitrust Improvements Act of 1976, as amended
(the "HSR ACT") and the expiration or termination of any waiting periods under
the HSR Act; (2) the filing with the Securities and Exchange Commission (the
"SEC") of (A) the Proxy Statement (as defined in Section 5.6(a)), and (B) such
reports under Section 13, 14(f), 15(d) or 1l6(a) of the Securities and Exchange
Act of 1934, as amended (including the rules and regulations promulgated
thereunder, the "EXCHANGE ACT"), as may be required in connection with this
Agreement and the transactions contemplated by this

Agreement; (3) the receipt of Governmental Approvals with respect to Liquor
Licenses (as defined in Section 3.16(b)); and (4) the filing of the Certificate
of Merger with the Secretary of State of the State of Delaware and appropriate
documents with the relevant authorities of other states in which the Company and
the Subsidiaries are qualified to do business;

(iii) subject to obtaining the third party consents
identified in Section 3.4(iii) of the Company Disclosure Letter, result in a
violation or breach of, conflict with, constitute (with or without due notice or
lapse of time or both) a default under, give rise to any penalty, right of
amendment, modification, renegotiation, termination, cancellation, payment or

119



Edgar Filing: MORTONS RESTAURANT GROUP INC - Form PREM14A

acceleration or any right or obligation or loss of any material benefit or right
under, or result in the creation of any pledges, claims, equities, options
(other than the Options described in Section 3.2 (a) of the Company Disclosure
Letter), liens, charges, mortgages, easements, rights-of-way, call rights,
rights of first refusal, "tag"- or "drag"- along rights, encumbrances, security
interests or other similar restrictions of any kind or nature whatsoever
(collectively, "LIENS") upon any of the properties or assets of the Company or
any of the Subsidiaries under any of the terms, conditions or provisions of any
loan or credit agreement, note, bond, mortgage, indenture, lease, license,
sublicense, franchise, permit, concession, agreement, contract, obligation,
commitment, understanding, arrangement, franchise agreement or other instrument,
obligation or authorization applicable to the Company or any of the
Subsidiaries, or by which any such Person or any of its properties or assets may
be bound; or

(iv) violate or conflict with any judgment, order, writ,
injunction, decree, law, statute, ordinance, rule or regulation applicable to
the Company or any of the Subsidiaries or by which any of their properties or
assets may be bound;

excluding from preceding clauses (ii), (iii) and (iv) such matters that have not
resulted in and would not reasonably be likely to result in, individually or in
the aggregate, a Company Material Adverse Effect.

3.5. SEC REPORTS AND FINANCIAL STATEMENTS. The Company has
timely filed with the SEC all forms, reports, schedules, statements and other
documents (including, in each case, exhibits, schedules, amendments or
supplements thereto, and any other information incorporated by reference
therein) required to be filed by it since January 1, 1999 under the Exchange Act
or the Securities Act (as such documents have been amended or supplemented
between the time of their respective filing and the date hereof, collectively,
the "COMPANY SEC DOCUMENTS". The term "Company SEC Documents" shall also include
the draft form of the Company's Form 10-K for the fiscal year ended December 30,
2001, to the extent and in the form that such draft form has been provided to
the Buyer prior to the date hereof). The Company has, prior to the date of this
Agreement, provided the Buyer and the Transitory Subsidiary with (or made
available to the Buyer and the Transitory Subsidiary in the data room
established by the Company for purposes of the due diligence investigation of
the Buyer and the Transitory Subsidiary during the periods of time that the
representatives of the Buyer and the Transitory Subsidiary visited the data
room) true, complete and correct copies of all portions of any Company SEC
Documents not publicly available. Except to the extent amended or superseded by
a subsequent filing with the SEC made prior to the date hereof, as of their
respective dates (and if so amended or superseded, then on the date of such
filing prior to the date hereof), the Company SEC Documents (including, without
limitation, any financial

statements or schedules included therein) and any forms, reports, schedules,
statements, registration statements, proxy statements and other documents
(including in each case, exhibits, schedules, amendments or supplements thereto,
and any other information incorporated by reference therein) filed by the
Company with the SEC subsequent to the date hereof (collectively, the
"SUBSEQUENT FILINGS") (a) did not, and in the case of Subsequent Filings will
not, contain any untrue statement of a material fact or omit, or in the case of
Subsequent Filings will not omit, to state a material fact required to be stated
therein or necessary in order to make the statements therein, in light of the
circumstances under which they were made, not misleading and (b) complied, and
in the case of Subsequent Filings will comply, in all material respects with the
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applicable requirements of the Exchange Act and the Securities Act, as the case
may be, and the applicable rules and regulations of the SEC thereunder.
Notwithstanding the foregoing, the Company makes no representation or warranty
with respect to any information supplied by the Buyer or the Transitory
Subsidiary in writing relating to the Buyer, the Transitory Subsidiary or any
affiliate thereof (other than the Company or any of the Subsidiaries), as the
case may be, expressly for inclusion or incorporation by reference in the Proxy
Statement. None of the Subsidiaries is required to file any forms, reports or
other documents with the SEC. Each of the financial statements contained or to
be contained in the Company SEC Documents (including, in each case, any related
notes and schedules) has been prepared from, and is in accordance with, the
books and records of the Company and its consolidated Subsidiaries, complies in
all material respects with applicable accounting requirements and with the
published rules and regulations of the SEC with respect thereto, has been
prepared in accordance with United States generally accepted accounting
principles applied on a consistent basis during the periods involved (except as
may be indicated in the notes thereto) ("GAAP") and fairly presents the
consolidated financial position and the consolidated results of operations and
cash flows of the Company and its consolidated Subsidiaries at the dates and for
the periods covered thereby. The Company has heretofore provided the Buyer with
true and correct copies of any filings or any amendments or modifications to any
Company SEC Documents (in final form or, if such final form is not available,
then in draft form) which have not yet been filed with the SEC but that are
required to be filed with the SEC as of the date hereof, in accordance with
applicable requirements of the federal securities laws and the SEC rules and
regulations promulgated thereunder.

3.6. NO UNDISCLOSED LIABILITIES. Except as disclosed on
Section 3.6 of the Company Disclosure Letter or as accrued on the December 30,
2001 balance sheet included in the Company SEC Documents, the Company and its
Subsidiaries do not have any claims, liabilities, indebtedness or obligations of
any nature (whether known, accrued, absolute, contingent, asserted, liquidated
or otherwise) which would be required to be reflected in or reserved against in
financial statements prepared in accordance with GAAP, whether due or to become
due, except for any claims, liabilities, indebtedness or obligations that have
not resulted in and would not reasonably be likely to result in, individually or
in the aggregate, a Company Material Adverse Effect.

3.7. ABSENCE OF CERTAIN CHANGES. Since December 30, 2001, the
Company and its Subsidiaries have conducted their respective businesses only in
the ordinary and usual course and:

(a) there has not occurred any event, change, occurrence,
effect, fact, violation, development or circumstance that has resulted in or
would reasonably be likely to

result in, individually or in the aggregate, a Company Material Adverse Effect;

(b) there has been no declaration, setting aside or payment of
any dividend or other distribution payable in cash, securities or other property
with respect to, or split, combination, redemption, reclassification, purchase
or other acquisition of, any shares of capital stock (or other equity interests)
or other securities of the Company or any of the Subsidiaries, other than those
payable by a wholly-owned Subsidiary solely to the Company or to another
wholly-owned Subsidiary, or any other change in the capital structure of the
Company or any of the Subsidiaries;

(c) there has been no change by the Company or any of the
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Subsidiaries in any accounting practices, policies or procedures or any methods
of reporting income, deductions or other items for income tax purposes (except
insofar as may have been required by applicable law, GAAP or SEC position);

(d) (i) any granting by the Company to any officer or director
of the Company or any of the Subsidiaries of any increase in compensation
(including, without limitation, wages, salaries, bonuses or any other
remuneration), except in the ordinary course of business consistent with past
practice or as was required under employment agreements in effect as of the date
of the most recent audited financial statements included in the Company SEC
Documents, (ii) any granting by the Company or any of the Subsidiaries to any
such officer or director of any increase in severance or termination pay, except
as was required under employment, severance or termination agreements in effect
as of the date of the most recent audited financial statements included in the
Company SEC Documents or (iii) any entry by the Company or any of the
Subsidiaries into any employment, severance or termination agreement with any
such officer or director; or

(e) neither the Company nor any of the Subsidiaries has taken
any action which, if taken subsequent to the execution and delivery of this
Agreement and on or prior to the Closing Date, would constitute a breach of the
covenants set forth in Section 5.1.

3.8. TAXES. (a) TAX RETURNS. Except as set forth in Section
3.8(a) of the Company Disclosure Letter, the Company has timely filed or caused
to be timely filed with the appropriate taxing authorities all income Tax
Returns and other material Tax Returns (as defined in Section 3.8(d)) that are
required to be filed by, or with respect to, the Company and the Subsidiaries on
or prior to the Closing Date.

(b) PAYMENT OF TAXES. Except as set forth in Section 3.8 (b) of
the Company Disclosure Letter, all material Taxes and Tax liabilities due by or
with respect to the income, assets or operations of the Company and the
Subsidiaries for all taxable years or other taxable periods that end on or
before the Closing Date have been either timely paid or will be timely paid in
full on or prior to the Closing Date or accrued and adequately disclosed and
fully provided for in the Company SEC Documents in accordance with GAAP. With
respect to any taxable year or other taxable period beginning on or before and
ending after the Closing Date, neither the Company nor any of the Subsidiaries
has incurred any material Tax liability outside of the ordinary course of
business with respect to the portion of such taxable year or other taxable
period ending on and including the Closing Date.

(c) OTHER TAX MATTERS. Except as set forth in Section 3.8 (c)
of the Company Disclosure Letter:

(1) (i) Neither the Company nor any of the
Subsidiaries is currently the subject of an audit or other examination
of Taxes by the tax authorities of any nation, state or locality, (ii)
no such audit is pending, or to the Company's Knowledge, threatened,
and (iii) neither the Company nor any of the Subsidiaries has received
any written notices from any taxing authority relating to any issue
which would have or would be reasonably likely to have a material
adverse effect on the Tax liability of the Company or any of the
Subsidiaries.

(2) Neither the Company nor any of the Subsidiaries
(1) has entered into an agreement or waiver in effect as of the Closing

122



Edgar Filing: MORTONS RESTAURANT GROUP INC - Form PREM14A

Date or been requested to enter into an agreement or waiver extending
any statute of limitations relating to the payment or collection of
Taxes of the Company or any of the Subsidiaries, or (ii) is presently
contesting the Tax liability of the Company or any of the Subsidiaries
before any court, tribunal or agency.

(3) Neither the Company nor any of the Subsidiaries
has been included in any "consolidated", "unitary" or "combined" Tax
Return with any Person (other than the Company or any current
Subsidiary) provided for under the law of the United States, any
foreign jurisdiction or any state or locality with respect to Taxes for
any taxable period for which the statute of limitations has not
expired.

(4) All material Taxes which the Company and each or
any of the Subsidiaries is (or was) required by law to withhold or
collect in connection with amounts paid or owing to any employee,
independent contractor, creditor, stockholder or other third party have
been duly withheld or collected, and have been timely paid over to the
proper authorities to the extent due and payable.

(5) No claim has been made in writing with respect to
the 1995 tax year or subsequent tax years or, to the Company's
Knowledge, with respect to any tax year prior to the 1995 tax year by
any taxing authority in a jurisdiction where the Company or any of the
Subsidiaries does not file Tax Returns that the Company or any of the
Subsidiaries is or may be subject to taxation by that jurisdiction.

(6) There are no tax sharing, allocation,
indemnification or similar agreements in effect as between the Company
or any of the Subsidiaries or any predecessor or affiliate thereof
(other than the Buyer and its affiliates) and any other party under
which the Buyer, the Transitory Subsidiary, the Company or any of the
Subsidiaries could be liable for any Taxes or other claims of any party
after the Closing Date.

(7) Neither the Company nor any of the Subsidiaries
has applied for, been granted, or agreed to any accounting method
change for which it will be required to take into account any
adjustment under Section 481 of the Code or any

similar provision of the Code or the corresponding tax laws of any
nation, state or locality.

(8) No election under Section 341 (f) of the Code has
been made or shall be made prior to the Closing Date to treat the
Company or any of the Subsidiaries as a consenting corporation, as
defined in Section 341 of the Code.

(9) Neither the Company nor any of the Subsidiaries
is a party to any agreement that would require (including, without
limitation, as a result of the execution and delivery of this Agreement
or the consummation of the Merger or any of the other transactions
contemplated by this Agreement) the Company or any of the Subsidiaries
or any affiliate thereof to make any payment that would constitute an
"excess parachute payment" for purposes of Sections 280G and 4999 of
the Code or that would not be deductible pursuant to Section 162 (m) of
the Code.
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(10) The Company and each Subsidiary have delivered
to the Buyer and the Transitory Subsidiary (or made available to the
Buyer and the Transitory Subsidiary in the data room established by the
Company for purposes of the due diligence investigation of the Buyer
and the Transitory Subsidiary during the periods of time that the
representatives of the Buyer and the Transitory Subsidiary visited the
data room) true, complete and correct copies of each of the Tax Returns
for income Taxes filed on behalf of the Company and each Subsidiary for
the 1998 tax year or subsequent tax years.

(11) (i) There are no deferred intercompany
transactions between the Company and any of the Subsidiaries or between
the Subsidiaries and there is no excess loss account (within the
meaning of Treasury Regulations Section 1.1502-19 with respect to the
stock of the Company or any of the Subsidiaries) which will or may
result in the recognition of income upon the consummation of the
transaction contemplated by this Agreement, and (ii) there are no other
transactions or facts existing with respect to the Company and/or the
Subsidiaries which by reason of the consummation of the transaction
contemplated by this Agreement will result in the Company and/or the
Subsidiaries recognizing income.

(12) No indebtedness of the Company or any of the
Subsidiaries consists of "corporate acquisition indebtedness" within
the meaning of Section 279 of the Code.

(13) The Company and each of the Subsidiaries is in
substantial compliance with any and all material requirements with
respect to the reporting, withholding, payment of employment Taxes and
filing of Tax Returns with respect to tips received by the employees of
the Company and the Subsidiaries.

(d) DEFINITIONS. For purposes of this Agreement, (i) the term
"TAXES" means all taxes, charges, fees, levies or other similar assessments or
liabilities (whether payable directly or by withholding and whether or not
requiring the filing of a Tax Return), including, without limitation, duties,
income, gross receipts, ad valorem, premium, value-added, excise, real property,
personal property, sales, use, services, transfer, withholding, employment,
payroll,

franchise, profits, capital gains, capital stock, occupation, severance,
windfall profits, stamp, license, social security and other taxes imposed by the
United States or any state, local or foreign government, or any agency thereof,
or other political subdivision of the United States or any such government, and
any interest, fines, penalties, assessments or additions to tax resulting from,
attributable to or incurred in connection with any tax or any contest or dispute
thereof and any liability for such amounts as a result either of being a member
of a combined, consolidated, unitary or affiliated group or of a contractual
obligation to indemnify any Person and (ii) the term "TAX RETURNS" means all
material tax returns, statements, forms and reports (including elections,
declarations, disclosures, schedules, estimates and information Tax returns and
other information required to be supplied to a taxing authority in connection
with Taxes) for Taxes that are required to be filed by, or with respect to, the
Company and the Subsidiaries on or prior to the Closing Date.

3.9. TITLE TO PROPERTIES; OWNED AND LEASED REAL PROPERTIES; NO
LIENS. (a) The Company and each of the Subsidiaries has good, and in the case of
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owned real property, marketable fee simple, title to, or, in the case of leased
properties and assets, valid leasehold interests in, (A) all of its material
tangible properties and assets (real and personal), including, without
limitation, all such properties and assets reflected in the Company's
consolidated balance sheet as of December 30, 2001 contained in the Company SEC
Documents, except as indicated in the notes thereto or as sold or otherwise
disposed of in the ordinary course of business after such date, and (B) all the
material tangible properties and assets that have been purchased by the Company
or any of the Subsidiaries since December 30, 2001, except for such properties
and assets that have been sold or otherwise disposed of in the ordinary course
of business, in each case subject to no Liens, except for (1) Liens reflected in
the Company's consolidated balance sheet as of December 30, 2001 contained in
the Company SEC Documents (including the notes thereto), (2) Liens consisting of
zoning or planning restrictions, easements, permits and other restrictions or
limitations on the use of real property or irregularities in title thereto that
do not materially detract from the value of, or materially impair the use of,
such property by the Company or any of the Subsidiaries in the operation of its
respective business, (3) statutory liens or liens of landlords, carriers,
warehousemen, mechanics, suppliers, materialmen or repairmen arising in the
ordinary course of business or (4) Liens for current taxes, assessments or
governmental charges or levies on property not yet due and delinquent, all of
such Liens referred to in preceding clauses (1) through (4), inclusive, having
not resulted in and would not reasonably be likely to result in, individually or
in the aggregate, a Company Material Adverse Effect (such Liens, collectively,
"PERMITTED LIENS").

(b) Section 3.9(b) of the Company Disclosure Letter sets forth
a complete and correct list of the addresses of all real property owned in whole
or in part by the Company or any Subsidiary (collectively, the "OWNED REAL
PROPERTY") .

(c) Section 3.9(c) of the Company Disclosure Letter sets forth
a complete and correct list of the addresses of all real property leased,
subleased or licensed by the Company or any of the Subsidiaries (as lessor or
lessee or under which the Company or any of the Subsidiaries has any liability)
(collectively, the "LEASED REAL PROPERTY" and, together with the Owned Real
Property, collectively, the "COMPANY REAL PROPERTY"). The Company or one of the
Subsidiaries has valid leasehold interests in all Leased Real Property described
in Section 3.9(c) of the Company Disclosure Letter (or required to be set forth
in Section 3.9(c) of the Company

Disclosure Letter), free and clear of any and all Liens except for Permitted
Liens. Except as set forth in Section 3.9(c) of the Company Disclosure Letter,
each lease with respect to the premises set forth in Section 3.9(c) of the
Company Disclosure Letter (or required to be set forth in Section 3.9(c) of the
Company Disclosure Letter) is in full force and effect in accordance with its
terms in all material respects; in each case, the lessee has been in peaceable
possession since the commencement of the original term of such lease and is not
in default thereunder in any material respect, and there exists no default or
event, occurrence, condition or act (including the Merger and transactions
contemplated hereby) which, with the giving of notice, the lapse of time or the
happening of any further event or condition (including, without limitation, the
Merger and the other transactions contemplated by this Agreement), would become
a default in any material respect under such lease. Except as set forth in
Section 3.9(c) of the Company Disclosure Letter, neither the Company nor any of
the Subsidiaries has violated any of the terms or conditions under any such
lease in any material respect, and, to the Company's Knowledge, all of the
covenants to be performed by any other party under any such lease have been
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fully performed in all material respects. The Company has, prior to the date of
this Agreement, provided to the Buyer true, complete and correct copies of each
lease or other agreement (including, in each case, any and all amendments,
modifications and supplements thereto except for any immaterial amendments,
modifications or supplements) with respect to each of the premises set forth in
Section 3.9(c) of the Company Disclosure Letter.

(d) All of the buildings, structures and appurtenances
situated on the Company Real Property are in good operating condition and in a
state of good maintenance and repair (ordinary wear and tear excepted), are
adequate and suitable for the purposes for which they are presently being used
and, with respect to each, the Company or one of the Subsidiaries has adequate
rights of ingress and egress for operation of the business of the Company or
such Subsidiary in the ordinary course, except as has not resulted in and would
not reasonably be likely to result in, individually or in the aggregate, a
Company Material Adverse Effect. None of such buildings, structures or
appurtenances (or any equipment therein), nor the operation or maintenance
thereof, violates any restrictive covenant or any provision of any law,
ordinance, regulation, code, permit, license or order, or encroaches on any
property owned by others, except as has not resulted in and would not reasonably
be likely to result in, individually or in the aggregate, a Company Material
Adverse Effect. No condemnation, expropriation, eminent domain or similar
proceeding is pending or, to the Company's Knowledge, threatened which would
preclude or impair the use of any such Company Real Property by the Company or
such Subsidiary for the purposes for which it is currently used. None of the
Company nor any of the Subsidiaries is obligated under or bound by any option,
right of first refusal, purchase contract, or other agreement or commitment to
sell or otherwise dispose any Company Real Property or any other interest in any
Company Real Property.

3.10. INTELLECTUAL PROPERTY. (a) Except as set forth in
Section 3.10 of the Company Disclosure Letter, the Company and the Subsidiaries
own, license or otherwise possess legally enforceable rights to use all
Intellectual Property (as defined below) used in or necessary to the conduct of
the business of the Company and the Subsidiaries, including rights to make,
exclude others from using, reproduce, modify, adapt, create derivative works of,
translate, distribute (directly or indirectly), transmit, display, perform,
license, rent, lease, and, with respect to Intellectual Property owned by the
Company, assign and sell such Intellectual Property (collectively, the "COMPANY
INTELLECTUAL PROPERTY"), except where the failures to own, license or

have rights to use such Company Intellectual Property have not resulted in and
would not reasonably be likely to result in, individually or in the aggregate, a
Company Material Adverse Effect. To the Company's Knowledge, there is no pending
or extant claim, allegation or dispute asserted in writing regarding the right
of the Company or any Subsidiary to use the Company Intellectual Property as
currently used by the Company or any Subsidiary. For purposes of this Agreement,
the term "INTELLECTUAL PROPERTY" means foreign and domestic (i) patents,
registered and unregistered trademarks, service marks, brand names, trade dress
and trade names, domain names, registered and unregistered copyrights
(including, without limitation, software) and designs, (ii) any applications for
(and registrations of) such patents, trademarks, service marks, trade names,
domain names, copyrights and designs, (iii) trade secrets and other tangible or
intangible proprietary or confidential information and material, and (iv) any
goodwill associated with any of the foregoing.

(b) Section 3.10(b) of the Company Disclosure Letter sets
forth a complete and correct list of all Registered Company Intellectual
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Property (as defined below) or Company Intellectual Property material to the
conduct of the business of the Company and the Subsidiaries (excluding
off-the-shelf software otherwise available to the general public under
shrinkwrap or clickwrap agreements); PROVIDED that the list of such Intellectual
Property that is owned by Persons other than the Company or any of the
Subsidiaries is complete and correct to the Company's Knowledge with respect to
the identity of the owner of such Intellectual Property. For purposes of this
Agreement, "REGISTERED COMPANY INTELLECTUAL PROPERTY" means Company Intellectual
Property issued, registered, renewed or the subject of a pending application, or
the substantive equivalent, without regard to the owner, assignee or registrant
thereof. Each item of Registered Company Intellectual Property owned by the
Company or any of the Subsidiaries has not been abandoned or cancelled, and
remains in full force and effect. There are no actions that must be taken or
payments that must be made by the Company or any of the Subsidiaries within
ninety (90) days following the Closing Date that, if not taken, would reasonably
be likely to have a material adverse effect on any Company Intellectual Property
or on the right of the Company or any Subsidiary to use any Company Intellectual
Property as and where used by the Company or the Subsidiaries.

(c) The execution and delivery of this Agreement and
consummation of the transactions contemplated hereby will not result in the
breach of, or create on behalf of any third party the right to terminate or
modify, any license, sublicense or other agreement relating to any Company
Intellectual Property, except for such breaches and rights to terminate or
modify that have not resulted in and would not reasonably be likely to result
in, individually or in the aggregate, a Company Material Adverse Effect, and
excluding for the purposes of this Section 3.10(c) all such agreements between
the Company and/or the Subsidiaries. Except as set forth in Section 3.10 of the
Company Disclosure Letter, neither the Company nor any of the Subsidiaries has
received or has Knowledge of any written notice or claim from any Person
challenging the right of the Company or any of the Subsidiaries to use any of
the Company Intellectual Property and (ii) to the extent any Intellectual
Property is used under license in the business of the Company and/or any of the
Subsidiaries, no notice of material default has been sent or received by the
Company or any of the Subsidiaries under any such license which remains uncured.

(d) Except for those that have not resulted in and would not
reasonably be likely to result in, individually or in the aggregate, a Company
Material Adverse Effect, (i) all

patents and registrations and applications for registered trademarks, service
marks and copyrights that are held by the Company or any of the Subsidiaries are
valid, enforceable and subsisting and (ii) the Company and the Subsidiaries have
taken reasonable measures to protect the proprietary nature of the Company
Intellectual Property. To the Company's Knowledge, no other Person (including,
without limitation, any employee or former employee of the Company or the
Subsidiaries) 1is infringing, violating or misappropriating any of the Company
Intellectual Property, except for infringements, violations or misappropriations
that have not resulted in and would not reasonably be likely to result in,
individually or in the aggregate, a Company Material Adverse Effect. None of the
business or activities conducted by the Company or any of the Subsidiaries
infringes, violates or constitutes a misappropriation of any Intellectual
Property of any third party, except for infringements, violations or
misappropriations that have not resulted in and would not reasonably be likely
to result in, individually or in the aggregate, a Company Material Adverse
Effect. Neither the Company nor any of the Subsidiaries has received any written
(and the Company has no Knowledge of any) complaint, claim or notice alleging
any such infringement, violation or misappropriation.

127



Edgar Filing: MORTONS RESTAURANT GROUP INC - Form PREM14A

(e) The Company and/or the Subsidiaries (i) owns the entire
right and interest in and to, or is licensed to use, all Company Intellectual
Property, free and clear of any Liens (other than Liens with respect to the
Company Senior Credit Agreement and related security documents), (ii) is in
compliance with each license of Company Intellectual Property, and (iii) except
as disclosed in Section 3.10(e) of the Company Disclosure Letter, is the
beneficiary of either (x) a representation and warranty as to the absence of
infringement and/or (y) an indemnity, limited or full, under each such license
for costs and liabilities arising from infringement of third party Intellectual
Property rights by the subject matter of such license, except that no
representation is made under Sections 3.10(e) (ii) and (iii) with respect to
licenses where failure of such representations and warranties have not resulted
in and would not reasonably be likely to result in, individually or in the
aggregate, a Company Material Adverse Effect.

3.11. AGREEMENTS, CONTRACTS AND COMMITMENTS. Except as set
forth in Section 3.11 of the Company Disclosure Letter or filed or incorporated
by reference as exhibits to the Company SEC Documents on the date of this
Agreement, neither the Company nor any of the Subsidiaries is currently a party
to or bound by any contracts, agreements, instruments, arrangements, guarantees,
licenses, executory commitments or understandings that continue to be binding on
the Company or its Subsidiaries (each, a "CONTRACT") of the following nature
(collectively, the "COMPANY MATERIAL CONTRACTS") :

(i) Contracts with any current or former employee,
director or officer of the Company or any of the Subsidiaries;

(ii) Contracts that involve the performance of services of
an amount, payments or value (as measured by the revenue derived therefrom
during the fiscal year ended December 30, 2001) in excess of $250,000 annually,
unless terminable by the Company on not more than ninety (90) days notice
without material penalty;

(iii) Contracts (x) for the sale of assets of the Company
or any of the Subsidiaries involving aggregate consideration of $150,000 or
more, or (y) for the grant to any

Person of any preferential rights to purchase any material amount of assets of
the Company or any of the Subsidiaries;

(iv) Contracts for the acquisition, by merging or
consolidating with, by purchasing an equity interest in or a portion of the
assets of, or by any other manner, any business or any Person or assets of any
Person (other than the purchase of equipment, inventories and supplies in the
ordinary course of business consistent with past practice);

(v) Contracts (including, without limitation, loan
agreements, credit agreements, notes, bonds, mortgages or other agreements,
indentures or instruments) relating to indebtedness for borrowed money, letters
of credit, the deferred purchase price of property, conditional sale
arrangements, capital lease obligations, obligations secured by a Lien, or
interest rate or currency hedging activities (including guarantees or other
contingent liabilities in respect of any of the foregoing but in any event
excluding trade payables arising in the ordinary course of business consistent
with past practice, intercompany indebtedness and immaterial leases for
telephones, copy machines, facsimile machines and other office equipment);
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(vi) Loans or advances to (other than advances to
employees in respect of travel and entertainment expenses in the ordinary course
of business in amounts of $12,500 or less to any individual on any date of
determination, and $150,000 in the aggregate on any date of determination), or
investments in, any Person, other than the Company or a Subsidiary, or any
Contracts relating to the making of any such loans, advances or investments or
any Contracts involving a sharing of profits (except for bonus arrangements with
employees entered into in the ordinary course of business consistent with past
practice);

(vii) Contracts relating to any material joint wventure,
partnership, strategic alliance or similar arrangement (including, without
limitation, any franchising agreement);

(viii) Contracts to be performed relating to capital
expenditures with a value in excess of $250,000 in any calendar year, or in the
aggregate capital expenditures with a value in excess of $1,000,000;

(ix) Contracts relating to any Liquor License of any
Company Restaurant (as defined in Section 3.16(b));

(x) Contracts which contain restrictions with respect to
payment of dividends or any other distribution in respect of its capital stock
(other than the Company Senior Credit Agreement);

(xi) Contracts containing covenants purporting to restrict
the Company or any of its affiliates from competing with any Person or which
restrict any other Person from competing with the Company or any of its
affiliates;

(xii) Contracts which are material to the Company or any
of the Subsidiaries and which restrict the Company or any of the Subsidiaries
from disclosing any information concerning or obtained from any other Person
(other than Contracts entered into in the ordinary course of business);

(xiii) Contracts that would be required to be disclosed
under Item 404 of Regulation S-K under the Securities Act; or

(xiv) Contracts of the type described under Item
601 (b) (10) of Regulation S-K under the Securities Act.

FEach Company Material Contract is in full force and effect, is a valid and
binding obligation of the Company or the Subsidiary party thereto and, to the
Company's Knowledge, each other party thereto. There exists no default or event
of default or event, occurrence, condition or act (including the consummation of
the transactions contemplated hereby) on the part of the Company or any
Subsidiary or, to the Company's Knowledge, on the part of any other party to any
Company Material Contract that, with the giving of notice or the lapse of time
or both, would become a default or event of default under any Company Material
Contract, except for such defaults or events of default which have not resulted
in and would not reasonably be likely to result in, individually or in the
aggregate, a Company Material Adverse Effect.

3.12. LITIGATION. Except as set forth in Section 3.12 of the
Company Disclosure Letter, there is no action, suit, proceeding, claim,
arbitration or investigation pending or, to the Company's Knowledge, threatened
against or binding on the Company or any of the Subsidiaries, or any of their
respective properties or rights, or judgment, order or decree outstanding
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against or binding on the Company or any of its Subsidiaries, or any of their
respective properties or rights, except for actions, suits, proceedings, claims,
arbitrations and investigations, and judgments, orders and decrees that have not
resulted in and would not reasonably be likely to result in, individually or in
the aggregate, a Company Material Adverse Effect. Except as set forth in Section
3.12 of the Company Disclosure Letter, there are no actions, suits, claims,
proceedings or investigations pending or, to the Company's Knowledge,
threatened, seeking to prevent or challenging the transactions contemplated by
this Agreement, that could reasonably be expected to result in, individually or
in the aggregate, a Company Material Adverse Effect.

3.13. ENVIRONMENTAL MATTERS. (a) Except as has not resulted in
and would not reasonably be likely to result in, individually or in the
aggregate, a Company Material Adverse Effect: (i) the Company and each of the
Subsidiaries have all permits, licenses and approvals required under
Environmental Laws (as defined in Section 3.13(b)) to operate and conduct their
respective businesses in material compliance with all Environmental Laws
(collectively, "ENVIRONMENTAL PERMITS"); (ii) the Company and each of the
Subsidiaries have complied in all material respects with all, and are not
currently in material violation of any, applicable Environmental Laws and the
requirements of all Environmental Permits; (iii) there are no claims,
proceedings, investigations or actions by any Governmental Entity or other
Person pending, or to the Company's Knowledge threatened, against the Company or
the Subsidiaries under any Environmental Law; and (iv) there are no facts,
circumstances or conditions relating to the past or present business or
operations of the Company or any of the Subsidiaries (including the disposal of
any wastes, hazardous substances or other materials), or to any real property
currently or formerly owned or operated by the Company or any of the
Subsidiaries, that would reasonably be expected to give rise to a material
claim, proceeding or action, or to any liability, under any Environmental Law.

(b) For purposes of this Agreement, "ENVIRONMENTAL LAW" means
any federal, state, local or foreign law, regulation, order, decree, permit,
authorization, opinion, common law or agency requirement of any jurisdiction
relating to: (i) the protection, investigation or restoration of the
environment, human health and safety, or natural resources, (ii) the handling,
use, storage, treatment, manufacture, transportation, presence, disposal,
release or threatened release of any hazardous substance or (iii) noise, odor,
wetlands, pollution, contamination or any injury or threat of injury to persons
or property.

3.14. EMPLOYEE BENEFIT PLANS. (a) Section 3.14(a) of the
Company Disclosure Letter sets forth a true, complete and correct list of all
employee benefit or fringe benefit plans, programs, and/or arrangements
maintained, or contributed to (or required to be contributed to), by the Company
and/or any of the Subsidiaries and, with respect to plans subject to the
Employee Retirement Income Security Act of 1974, as amended ("ERISA"), all
employers (whether or not incorporated) that would be treated together with the
Company and/or any Subsidiary as a single employer within the meaning of Section
414 of the Code) (collectively, the "COMPANY EMPLOYEE PLANS"). (i) Each Company
Employee Plan is in substantial compliance with all applicable laws including,
without limitation, ERISA and the Code) and has been administered and operated
in all material respects in accordance with its terms; (ii) neither the Company
nor any Subsidiary has ever maintained or contributed to, or had any obligation
to contribute to (or borne any liability with respect to) any "multiemployer
plan" (as defined in Section 4001 (a) (3) of ERISA) or any plan covered by Title
IV of ERISA or subject to Section 412 of the Code or Section 302 of ERISA; (iii)
neither the Company nor any Subsidiary has incurred or expects to incur any
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material liability (including, without limitation, additional contributions,
fines, taxes or penalties) as a result of a failure to administer or operate any
Company Employee Plan that is a "group health plan" (as such term is defined in
Section 607 (1) of ERISA or Section 5000(b) (1) of the Code) in compliance with
the applicable requirements of Part 6 of Subtitle B of Title I of ERISA or
Section 4980B of the Code ("COBRA"); (iv) no Company Employee Plan or Executive
Agreement provides for post-employment or retiree health, life insurance or
other welfare benefits (except to the extent required by COBRA); (v) neither the
Company nor any Subsidiary has any unfunded liabilities pursuant to any Company
Employee Plan which is an "employee pension benefit plan" (within the meaning of
Section 3(2) of ERISA) that is not intended to be qualified under Section 401 (a)
of the Code; (vi) each Company Employee Plan which is intended to be "qualified"
within the meaning of Section 401 (a) of the Code has as currently in effect been
determined to be so qualified by the Internal Revenue Service (or has submitted
within the remedial amendment period, or is within the remedial amendment period
for submitting, an application to the Internal Revenue Service for such a
determination) and since the date of each such determination (or submission, if
applicable), no event has occurred and no condition or circumstance has existed
that resulted or is likely to result in the revocation of such determination (or
the refusal of the Internal Revenue Service to issue such a favorable
determination); (vii) no liability, claim, action, litigation, audit,
examination, investigation or administrative proceeding has been made, commenced
or, to the Company's Knowledge, threatened, with respect to any Company Employee
Plan (other than routine claims for benefits payable in the ordinary course)
which could result in a material liability of the Company or any Subsidiary
thereof; (viii) neither the Company nor any Subsidiary, nor any of their
respective directors, officers or employees, nor, to the Company's Knowledge,
any other "disqualified person" or "party in interest" (as defined in Section
4975 (e) (2) of the Code and Section 3(14) of ERISA, respectively) has engaged in
any

transaction, act or omission to act in connection with any Company Employee Plan
that could reasonably be expected to result in the imposition of a material
penalty or fine pursuant to Section 502 of ERISA, damages pursuant to Section
409 of ERISA or a tax pursuant to Section 4975 of the Code; and (ix) except as
required to maintain the tax qualified status of any Company Employee Plan
intended to qualify under Section 401 (a) of the Code, no condition or
circumstance exists that would prevent the amendment or termination of any
Company Employee Plan.

(b) Neither the Company nor any Subsidiary is a party to any
oral or written (i) agreement with any executive officer or employee of the
Company (A) the benefits of which are contingent, or the payment or terms of
which are accelerated or materially altered, upon the occurrence of a
transaction involving the Company or any Subsidiary of the nature of any of the
transactions contemplated by this Agreement, (B) providing any term of
employment or compensation guarantee or (C) providing severance benefits or
other benefits after the termination of employment of such executive officer or
employee; or (ii) agreement or plan binding the Company or any Subsidiary,
including any stock option plan, stock appreciation right plan, restricted stock
plan, stock purchase plan or severance benefit plan, any of the benefits of
which shall be increased, or the vesting of the benefits of which shall be
accelerated, by the occurrence of any of the transactions contemplated by this
Agreement (either alone or upon the occurrence of any additional or subsequent
event) or the value of any of the benefits of which shall be calculated on the
basis of any of the transactions contemplated by this Agreement (such agreements
and plans referred to in clause (i) or (ii), collectively, the "EXECUTIVE
AGREEMENTS") . For purposes of this Section 3.14, the term "EXECUTIVE OFFICER"
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shall have the meaning set forth in Rule 3b-7 of the Exchange Act.

(c) The Company has provided to the Buyer and the Transitory
Subsidiary (or made available to the Buyer and the Transitory Subsidiary in the
data room established by the Company for purposes of the due diligence
investigation of the Buyer and the Transitory Subsidiary during the periods of
time that the representatives of the Buyer and the Transitory Subsidiary visited
the data room) true, complete and correct copies of each Company Employee Plan
and each Executive Agreement, together with all amendments thereto, and, to the
extent applicable, (i) all current summary plan descriptions; (ii) the annual
report on Internal Revenue Service Form 5500-series, including any attachments
thereto, for each of the last three (3) plan years; and (iii) the most recent
Internal Revenue Service determination letter.

3.15. COMPLIANCE WITH LAWS. The Company and each of the
Subsidiaries have complied with, are not in wviolation of, and have not received
any notice alleging any such violation with respect to, any applicable
provisions of any federal, state, local or foreign statute, order, judgment,
decree, law, rule, regulation or ordinance (including, without limitation, as
the same relates to food preparation and handling) applicable to the conduct of
their businesses or the ownership or operation of their properties or assets,
except for such failures to comply and violations which have not resulted in and
would not reasonably be likely to result in, individually or in the aggregate, a
Company Material Adverse Effect. No investigation or review by any Governmental
Entity with respect to the Company or any of the Subsidiaries is pending or, to
the Company's Knowledge, threatened, nor, to the Company's Knowledge, has any
Governmental Entity indicated an intention to conduct the same, other than, in
each case, those which have not

resulted in and would not reasonably be likely to result in, individually or in
the aggregate, a Company Material Adverse Effect.

3.16. PERMITS; LIQUOR LICENSES. (a) The Company and each of
the Subsidiaries have complied with and are in compliance with all permits,
approvals, licenses, authorizations, certificates, rights, exemptions, orders
and franchises from Governmental Entities necessary for the ownership of their
assets and lawful conduct of their businesses as now conducted, including those
relating to, among others, food preparation and handling, alcoholic beverage
control, public health and safety, zoning and fire codes (collectively, the
"COMPANY PERMITS"), and there has not occurred any default under any such
Company Permit, except to the extent that any failure to hold Company Permits
and any such defaults have not resulted in and would not reasonably be likely to
result in, individually or in the aggregate, a Company Material Adverse Effect.

(b) Section 3.16(b) of the Company Disclosure Letter sets
forth a complete and correct list of all liquor licenses (including, without
limitation, beer and wine licenses) held or used by the Company or any of the
Subsidiaries (collectively, the "LIQUOR LICENSES") in connection with the
operation of each restaurant owned or operated by the Company or any of the
Subsidiaries (each, a "COMPANY RESTAURANT"), along with the address of each such
Company Restaurant and the expiration date of each such Liquor License. To the
extent required by applicable law, rule, regulation or ordinance, each Company
Restaurant currently in operation possesses a Liquor License. The Company has no
reason to believe that it will not be able to obtain Liquor Licenses for
restaurants currently being brought into operation identified in Section 3.16 (b)
of the Company Disclosure Letter. Each of the Liquor Licenses has been wvalidly
issued and is in full force and effect and is adequate for the current conduct
of the operations at the Company Restaurant for which it is issued. Neither the
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Company nor any of the Subsidiaries has received any written notice of any
pending or, to the Company's Knowledge, threatened modification, suspension or
cancellation of a Liquor License or any proceeding related thereto that would
reasonably be expected to have any material adverse impact on any Company
Restaurant, the ability to maintain or renew any Liquor License or the nature or
level of discipline imposed on account of future violations of the laws related
to sales and service of alcoholic beverages. Since January 31, 1999, there have
been no such proceedings relating to any of the Liquor Licenses. There are no
pending disciplinary actions or past disciplinary actions that would reasonably
be expected to have any material adverse impact on any Company Restaurant, the
ability to maintain or renew any Liquor License or the nature or level of
discipline imposed on account of future violations of the laws related to sales
and service of alcoholic beverages.

3.17. LABOR MATTERS. Neither the Company nor any of the
Subsidiaries is a party to or otherwise bound by any collective bargaining
agreement, contract or other agreement or understanding with a labor union or
labor organization. To the Company's Knowledge, there is no material pending or
threatened labor strike, or dispute, walkout, work stoppage, slow-down, lockout
or organizational effort involving employees of the Company or any of the
Subsidiaries. There is no unfair labor practice charge or complaint against the
Company or any of the Subsidiaries, either pending or, to the Company's
Knowledge, threatened that has resulted in or would reasonably be likely to
result in, individually or in the aggregate, a Company Material Adverse Effect;
no union is currently certified, and there is no union representation question
and

no union or other organizational activity that would be subject to the National
Labor Relations Act (20 U.S.C. ss.151 ET SEQ.) exists or, to the Company's
Knowledge, is threatened with respect to the Company's or any of the
Subsidiaries' operations; neither the Company nor any of the Subsidiaries has
any Equal Employment Opportunity Commission charges or other claim of employment
discrimination pending or, to the Company's Knowledge, currently threatened
against them that has resulted in or would reasonably be likely to result in,
individually or in the aggregate, a Company Material Adverse Effect; no wage and
hour department investigation has been made of the Company or any of the
Subsidiaries that has resulted in or would reasonably be likely to result in,
individually or in the aggregate, a Company Material Adverse Effect; there are
no occupational health and safety claims against the Company or any of the
Subsidiaries that has resulted in or would reasonably be likely to result in,
individually or in the aggregate, a Company Material Adverse Effect; neither the
Company nor any of the Subsidiaries has effectuated (i) a "PLANT CLOSING" (as
defined in the Worker Adjustment and Retraining Notification Act (as amended,
the "WARN ACT")) affecting any site of employment or one or more facilities or
operating units within any site of employment of the Company or any Subsidiary;
or (ii) a "MASS LAYOFF" (as defined in the WARN Act) affecting any site of
employment or facility of the Company or any Subsidiary; nor has the Company
been engaged in layoffs or employment terminations sufficient in number to
trigger application of any similar state or local law; and none of the affected
employees has suffered an "EMPLOYMENT LOSS" (as defined in the WARN Act) since
ninety (90) days prior to the date hereof; the Company and the Subsidiaries are
in compliance with the terms and provisions of the Immigration Reform and
Control Act of 1986, as amended, and all related regulations promulgated
thereunder, the failure of which has not resulted in and would not reasonably be
likely to result in, individually or in the aggregate, Company Material Adverse
Effect.

3.18. INSURANCE. Section 3.18 of the Company Disclosure Letter
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sets forth the material insurance coverages maintained by the Company and the
Subsidiaries. The Company has provided to the Buyer and the Transitory
Subsidiary (or made available to the Buyer and the Transitory Subsidiary in the
data room established by the Company for purposes of the due diligence
investigation of the Buyer and the Transitory Subsidiary during the periods of
time that the representatives of the Buyer and the Transitory Subsidiary visited
the data room) copies of all insurance policies which are owned by the Company
or the Subsidiaries or which name the Company or any of the Subsidiaries as an
insured, additional insured or loss payee (including, without limitation, those
pertaining to the Company's or any of the Subsidiaries' assets, employees or
operations) (collectively, the "INSURANCE POLICIES"). (i) Each of the Insurance
Policies is in full force and effect and is valid, outstanding and enforceable,
and all premiums due thereon have been paid in full and cover against the risks
of the nature normally insured against by entities in the same or similar lines
of business in coverage amounts typically and reasonably carried by such
entities, (ii) none of the Insurance Policies shall terminate or lapse (or be
affected in any other adverse manner) by reason of the transactions contemplated
by this Agreement, (iii) each of the Company and the Subsidiaries has complied
in all material respects with the provisions of each Insurance Policy under
which it is the insured party, (iv) no insurer under any Insurance Policy has
cancelled or generally disclaimed liability under any such Insurance Policy or
indicated any intent to do so or not to renew any such Insurance Policy and (v)
all material claims under the Insurance Policies have been filed in a timely
fashion.

3.19. SUPPLIERS. No supplier of the Company or any of the
Subsidiaries whose failure to continue to be a supplier of the Company or its
Subsidiaries and would reasonably be likely to result in, individually or in the
aggregate, a Company Material Adverse Effect has indicated to the Company or any
of the Subsidiaries that it will stop, or materially decrease the rate of,
supplying products or services to the Company or any of the Subsidiaries.

3.20. FRANCHISE MATTERS. Except as set forth in Section 3.20
of the Company Disclosure Letter, neither the Company nor any of the
Subsidiaries has granted to any Person any development, franchise or license
rights to operate restaurants.

3.21. INFORMATION IN PROXY STATEMENT. The Proxy Statement will
comply in all material respects with the requirements of the Exchange Act and
any other applicable laws. If at any time prior to the date of the Special
Meeting (as defined in Section 5.5) any event occurs which should be described
in an amendment or supplement to the Proxy Statement, the Company will file and
disseminate, as required, an amendment or supplement which complies in all
material respects with the Exchange Act and any other applicable laws. Prior to
its filing with the SEC, the amendment or supplement shall be delivered to the
Buyer and its outside counsel. The information contained in the Proxy Statement,
any amendment or supplement thereto or any other documents filed with the SEC by
the Company in connection with the Merger, when filed with the SEC and, in case
of the Proxy Statement, when mailed to the stockholders of the Company and at
the time of the Special Meeting (except for information supplied by the Buyer or
the Transitory Subsidiary in writing relating to the Buyer or the Transitory
Subsidiary or any affiliate thereof (other than the Company or any of the
Subsidiaries), as the case may be, expressly for inclusion or incorporation by
reference therein, as to which no representation by the Company is made), will
not contain any untrue statement of a material fact or omit to state any
material fact required to be stated therein or necessary in order to make the
statements therein, in light of the circumstances under which they are made, not
misleading. Notwithstanding the foregoing, the Company makes no representation
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or warranty with respect to any information supplied by the Buyer or the
Transitory Subsidiary in writing relating to the Buyer or the Transitory
Subsidiary or any affiliate thereof (other than the Company or any of the
Subsidiaries), as the case may be, expressly for inclusion or incorporation by
reference in the Proxy Statement.

3.22. BROKERS. Except for the fees and expenses of Greenhill
(whose fees and expenses shall be paid by the Company in accordance with the
Company's agreement with such firm, a true, complete and correct copy of which
has been previously delivered to the Buyer by the Company), no agent, broker,
Person or firm acting on behalf of the Company, the Special Committee or the
Board of Directors of the Company is or will be entitled to any advisory
commission or broker's or finder's fee from any of the Parties (or their
respective affiliates) in connection with this Agreement or any of the
transactions contemplated hereby.

3.23. STATE TAKEOVER STATUTES. The Special Committee and the
Board of Directors of the Company have approved the Merger and this Agreement,
and such approval is sufficient to render the restrictions contained in Section
203 of the DGCL inapplicable to the Merger and this Agreement (including all of
the other transactions contemplated hereby). Except for Section 203 of the DGCL

(which has been rendered inapplicable), no other "fair price", "moratorium",
"control share acquisition", "business combination" or other state takeover
statute
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or similar statute, rule or regulation is applicable or purports to be
applicable to the Merger, this Agreement or any of the other transactions
contemplated hereby.

3.24. VOTING REQUIREMENTS. The affirmative vote of the holders
of at least a majority of the outstanding shares of Common Stock (voting as one
class, with each share of Common Stock having one (1) vote) entitled to be cast
in adopting this Agreement is the only vote of the holders of any class or
series of the Company's capital stock or other securities of the Company
necessary under applicable law or stock exchange (or similar self-regulatory
organization) regulations to adopt this Agreement and approve the transactions
contemplated by this Agreement and for consummation by the Company of the
transactions contemplated by this Agreement.

3.25. RIGHTS AGREEMENT. The Company and the Board of Directors
of the Company have taken all necessary action to amend the Rights Agreement
(without redeeming the Rights identified therein), and shall maintain in effect
all necessary action (i) to render the Rights Agreement inapplicable with
respect to the Merger, this Agreement and the other transactions contemplated
hereby and (ii) to ensure that (x) neither the Buyer nor the Transitory
Subsidiary nor any of their "AFFILIATES" (as such term is defined in the Rights
Agreement) or "ASSOCIATES" (as such term is defined in the Rights Agreement) 1is
considered to be an "ACQUIRING PERSON" (as such term is defined in the Rights
Agreement) and (y) the provisions of the Rights Agreement, including the
occurrence of a "DISTRIBUTION DATE" (as such term is defined in the Rights
Agreement), are not and shall not be triggered by reason of the announcement or
consummation of the Merger, this Agreement or the consummation of any of the
other transactions contemplated hereby. The Company has delivered to the Buyer a
true, complete and correct copy of the Rights Agreement, as amended, and the
Rights Agreement has not been further modified or amended.

3.26. OPINION OF FINANCIAL ADVISOR. The Special Committee and
the Board of Directors of the Company have received the written opinion of
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Greenhill, dated March 26, 2002, a true, complete and correct signed copy of
which shall be delivered to the Buyer promptly after receipt of a written copy
thereof by the Company, to the effect that, as of the date of such written
opinion and on the basis of and subject to the assumptions set forth therein,
the Cash Merger Consideration to be received in the Merger by the holders of
Shares, other than the Buyer and the Transitory Subsidiary, is fair to such
holders from a financial point of view, and such opinion has not been withdrawn
or modified as of the date of this Agreement. The Company has been authorized by
Greenhill to permit the inclusion of such fairness opinion in the Proxy
Statement.

3.27. CUMULATIVE BREACH. The breaches, if any, of the
representations and warranties made by the Company in this Agreement that would
occur if all references in such representations and warranties to phrases
concerning materiality, including references to the qualification "Company
Material Adverse Effect" were deleted, in the aggregate, have not resulted in
and would not reasonably be likely to result in, individually or in the
aggregate, a Company Material Adverse Effect.

ARTICLE IV

REPRESENTATIONS AND WARRANTIES
OF THE BUYER AND THE TRANSITORY SUBSIDIARY

Each of the Buyer and the Transitory Subsidiary hereby
represents and warrants to the Company that the statements contained in this
Article IV are true and correct.

4.1. ORGANIZATION. Each of the Buyer and the Transitory
Subsidiary is a corporation duly organized, validly existing and in good
standing under the laws of its jurisdiction of organization and has all
requisite corporate power and authority to own, lease and operate its properties
and assets and to carry on its business as it i1s currently being conducted. Each
of the Buyer and the Transitory Subsidiary is duly qualified or licensed to do
business, and is in good standing as a foreign corporation in each jurisdiction
where the character of its properties or assets owned, operated and leased or
the nature of its activities makes such qualification necessary, except where
the failure to be so qualified or licensed or in good standing has not resulted
in and would not reasonably be likely to result in, individually or in the
aggregate, a material adverse effect on either the Buyer or the Transitory
Subsidiary or materially impair the ability of either the Buyer or the
Transitory Subsidiary to consummate the transactions contemplated hereby.

4.2. CAPITALIZATION. The authorized capital stock of the
Transitory Subsidiary consists of 1,000 shares of Transitory Subsidiary Common
Stock, all of which are outstanding, owned by the Buyer and are duly authorized,
validly issued and outstanding and fully paid and nonassessable. As of the date
of this Agreement, all of the outstanding capital stock of the Buyer and the
Transitory Subsidiary is owned directly or indirectly by Castle Harlan Partners
III, L.P., a Delaware limited partnership.

4.3. AUTHORIZATION; VALIDITY OF AGREEMENT; NECESSARY ACTION.
Each of the Buyer and the Transitory Subsidiary has full corporate power and
authority to execute and deliver this Agreement and each instrument required
hereby to be executed and delivered by it prior to or at the Effective Time, to
perform its obligations hereunder and thereunder and to consummate the
transactions contemplated hereby. The execution, delivery and performance by
each of the Buyer and the Transitory Subsidiary of this Agreement and each
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instrument required hereby to be executed and delivered by it prior to or at the
Effective Time and the performance of its obligations hereunder and thereunder
and the consummation by it of the transactions contemplated hereby have been
duly authorized by the Board of Directors of each of the Buyer and the
Transitory Subsidiary, by the stockholders of the Buyer and by the Buyer as the
sole stockholder of the Transitory Subsidiary, and no other corporate action on
the part of the Buyer or the Transitory Subsidiary is necessary to authorize the
execution, delivery and performance by the Buyer and the Transitory Subsidiary
of this Agreement and the consummation by them of the transactions contemplated
hereby. This Agreement has been duly executed and delivered by each of the Buyer
and the Transitory Subsidiary and, assuming due and wvalid authorization,
execution and delivery hereof by the Company, is a valid and binding obligation
of each of the Buyer and the Transitory Subsidiary enforceable against each of
them in accordance with its terms.

4.4. CONSENTS AND APPROVALS; NO VIOLATIONS. The execution and
delivery of this Agreement by the Buyer and the Transitory Subsidiary does not,
and the consummation by the Buyer and the Transitory Subsidiary of the
transactions contemplated by this Agreement and the compliance by the Buyer and
the Transitory Subsidiary with the applicable provisions of this Agreement will
not:

(i) violate or conflict with or result in any breach of
any provision of the Certificate of Incorporation or the By-laws of the Buyer or
the Transitory Subsidiary;

(ii) require any filing, recordation, declaration or
registration with, or permit, order, authorization, consent or approval of, or
action by or in respect of, or the giving of notice to, any Governmental Entity,
except for (1) the filing by the Buyer of a premerger notification and report
form under the HSR Act and the expiration or termination of any waiting periods
under the HSR Act; (2) the filing with the SEC of (A) the Proxy Statement, and
(B) such reports under Section 13, 14(f), 15(d) or 16(a) of the Exchange Act, as
may be required in connection with this Agreement and the transactions
contemplated by this Agreement; (3) the receipt of Governmental Approvals with
respect to Liquor Licenses; and (4) the filing of the Certificate of Merger with
the Secretary of State of the State of Delaware and appropriate documents with
the relevant authorities of other states in which the Buyer and the Transitory
Subsidiary are qualified to do business;

(1iii) result in a violation or breach of, conflict with,
constitute (with or without due notice or lapse of time or both) a default
under, give rise to any penalty, right of amendment, modification,
renegotiation, termination, cancellation, payment or acceleration or any right
or obligation or loss of any material benefit or right under, or result in the
creation of any Liens upon any of the properties or assets of the Buyer or the
Transitory Subsidiary under, any of the terms, conditions or provisions of any
loan or credit agreement, note, bond, mortgage, indenture, lease, license,
sublicense, franchise, permit, concession, agreement, contract, obligation,
commitment, understanding, arrangement, franchise agreement or other instrument,
obligation or authorization applicable to the Buyer or the Transitory
Subsidiary, or by which any such Person or any of its properties or assets may
be bound; or

(iv) violate or conflict with any judgment, order, writ,
injunction, decree, law, statute, ordinance, rule or regulation applicable to
the Buyer or the Transitory Subsidiary or by which any of their properties or
assets may be bound;
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excluding from preceding clauses (ii), (iii) and (iv) such matters that have not
resulted in and would not reasonably be likely to result in, individually or in
the aggregate, a material adverse effect on either the Buyer or the Transitory
Subsidiary and would not materially impair the ability of either the Buyer or
the Transitory Subsidiary to consummate the transactions contemplated hereby.

4.5. INFORMATION IN PROXY STATEMENT. None of the information
supplied or to be supplied by the Buyer and the Transitory Subsidiary in writing
relating to the Buyer, the Transitory Subsidiary or any affiliate thereof (other
than the Company or any of the Subsidiaries), as the case may be, expressly for
inclusion or incorporation by reference in the Proxy Statement, any amendment or
supplement thereto or any other documents filed with the

SEC by the Company in connection with the Merger, when supplied to the Company,
when filed with the SEC and, in case of the Proxy Statement, when mailed to the
stockholders of the Company and at the time of the Special Meeting, contain any
untrue statement of a material fact or omit to state any material fact required
to be stated therein or necessary in order to make the statements therein, in
light of the circumstances under which they are made, not misleading.
Notwithstanding the foregoing, the Buyer and the Transitory Subsidiary make no
representation or warranty with respect to any information supplied by the
Company in writing relating to the Company or any affiliate thereof (other than
the Buyer or the Transitory Subsidiary) expressly for inclusion or incorporation
by reference in the Proxy Statement.

4.6. EQUITY COMMITMENT. On or prior to the date of this
Agreement, the Buyer has provided to the Company a true, complete and correct
copy of a letter from the Buyer's equity investor, pursuant to which the Buyer's
equity investor has agreed to subscribe for equity in the Buyer as described and
subject to the conditions and limitations therein (the "EQUITY COMMITMENT
LETTER") sufficient to provide to the Buyer the funds necessary to consummate
the transactions contemplated by this Agreement assuming the satisfaction of the
conditions set forth in Sections 6.1 and 6.2. Such letter is in full force and
effect. Neither the Buyer, the Transitory Subsidiary, nor any of their
affiliates, will terminate or amend in any respect the Equity Commitment Letter
in a manner which would adversely affect the probability that the CHP Equity
Financing (as defined therein) will be funded, or the timing thereof, without
the prior written consent of the Company. The Buyer will use its reasonable best
efforts to cause the conditions to funding set forth in such letter to be
fulfilled on a timely basis and to obtain such funding to permit the Closing to
occur hereunder. Subject to the satisfaction of the conditions to funding under
the Equity Commitment Letter and the conditions set forth in Article VI, the
Buyer will draw the funds available to it pursuant to the terms of the Equity
Commitment Letter on the Closing Date.

ARTICLE V
COVENANTS

5.1. INTERIM OPERATIONS OF THE COMPANY. Except as expressly
provided herein or as consented to in writing by the Buyer or the Transitory
Subsidiary, from and after the date of this Agreement until the earlier of the
termination of this Agreement in accordance with its terms or the Effective
Time, the Company shall, and shall cause each of its Subsidiaries to, act and
carry on its business only in the ordinary course of business consistent with
past practice and use reasonable best efforts to maintain and preserve its
business organization, assets and properties, keep available the services of its
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officers and key employees and maintain and preserve its advantageous business
relationships with suppliers, landlords and others having material business
dealings with it. Without limiting the generality of the foregoing, except as
expressly set forth in Section 5.1 of the Company Disclosure Letter, from and
after the date of this Agreement until the earlier of the termination of this
Agreement in accordance with its terms or the Effective Time, the Company shall
not, and shall not permit any of its Subsidiaries to, directly or indirectly, do
any of the following without the prior written consent of the Buyer or the
Transitory Subsidiary:

(a) except as contemplated by Section 1.1, amend its
Certificate of

Incorporation or By-laws or comparable governing documents;

(b) sell, transfer or pledge or agree to sell, transfer or
pledge any shares of capital stock or other equity interests owned by it in any
other Person;

(c) declare, set aside or pay any dividend or other
distribution payable in cash, securities or other property with respect to, or
split, combine, redeem or reclassify, or purchase or otherwise acquire, any
shares of its capital stock (or other equity interests) or other securities of
the Company or any of the Subsidiaries (other than the making of a dividend or
other distribution by a wholly-owned Subsidiary to another wholly-owned
Subsidiary or to the Company);

(d) except as contemplated by Sections 1.1 and 2.1, issue or
sell, or authorize to issue or sell, any shares of its capital stock or any
other securities, or issue or sell, or authorize to issue or sell, any
securities convertible into or exchangeable for, or options, warrants, calls,
commitments or rights of any kind to purchase or subscribe for, or enter into
any arrangement or contract with respect to the issuance or sale of, any shares
of its capital stock of any class of the Company or Voting Debt or other
securities, or make any other change in its capital structure, except for the
possible issuance by the Company of shares of Common Stock pursuant to the terms
of any Options outstanding on the date hereof;

(e) acquire, make (or commit to make) any investment in, or
make capital contribution to, any Person other than in the ordinary course of
business consistent with past practice, other than transactions between a
wholly-owned Subsidiary and the Company or between wholly-owned Subsidiaries;

(f) make (or commit to make), or enter into any Contracts (or
any amendments, modifications, supplements or replacements to existing
Contracts) to be performed relating to, capital expenditures with a value in
excess of $100,000 in any calendar year, or in the aggregate capital
expenditures with a value in excess of $250,000; PROVIDED that, other than as
expressly set forth in Section 5.1 of the Company Disclosure Letter, in no event
shall the Company or any of the Subsidiaries make (or commit to make), or enter
into any Contracts (or any amendments, modifications, supplements or
replacements to existing Contracts) to be performed relating to, capital
expenditures with respect to any new restaurants or maintenance of existing
restaurants;

(g) acquire, by merging or consolidating with, by purchasing

an equity interest in or a portion of the assets of, or by any other manner, any
business or any Person, or otherwise acquire any assets of any Person (other
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than the purchase of equipment, inventories and supplies in the ordinary course
of business consistent with past practice);

(h) transfer, lease, license, guarantee, sell, mortgage,
pledge, dispose of, subject to any Lien (other than a Permitted Lien) or
otherwise encumber any material assets other than with respect to (i)
transactions between a wholly-owned Subsidiary and the Company or between
wholly-owned Subsidiaries, (ii) dispositions of excess or obsolete assets in the
ordinary course of business consistent with past practice and (iii) leases,
licenses or sales in the ordinary course of business consistent with past
practice;

(1) except to the extent required under existing employee and
director benefit plans, agreements or arrangements in effect on the date of the
most recent audited financial statements included in the Company SEC Documents
or required by applicable law or contemplated by Section 2.4, increase the
compensation or fringe benefits of any of its directors, officers or employees,
except for immaterial increases to employees who are not officers of the Company
or any of the Subsidiaries in the ordinary course of business consistent with
past practice, or grant any severance or termination pay not currently required
to be paid under existing severance plans, or enter into any employment,
consulting or severance agreement or arrangement with any present or former
director, officer or other employee of the Company or any of the Subsidiaries,
or establish, adopt, enter into or amend, modify, supplement, replace or
terminate any collective bargaining, bonus, profit sharing, thrift,
compensation, stock option, restricted stock, pension, retirement, deferred
compensation, employment, termination, severance or other plan, agreement,
trust, fund, policy or arrangement for the collective benefit of any directors,
officers or employees (it being understood and agreed that in no event shall the
Company or any of the Subsidiaries amend, modify, supplement, replace or
terminate the policy in effect on the date hereof and previously disclosed to
the Buyer with respect to suspension of any increases in the compensation or
other remuneration of officers and other employees of the Company and the
Subsidiaries);

(j) enter into or amend, modify, supplement or replace any
employment, consulting, severance or similar agreement (including any change of
control agreement) with any Person, except with respect to new hires of
non-officer employees in the ordinary course of business;

(k) except as may be required by applicable law, GAAP or SEC
position, make any change in any of its accounting practices, policies or
procedures or any of its methods of reporting income, deductions or other items
for income tax purposes;

(1) except as contemplated by Sections 1.1 and 2.1, adopt or
enter into a plan of complete or partial liquidation, dissolution, merger,
consolidation, restructuring, recapitalization or other reorganization of the
Company or any Subsidiary (other than as may exclusively involve one or more
wholly-owned Subsidiaries but only so long as the same shall not have and would
not reasonably be likely to have (x) a material adverse effect on the Tax
liability of the Company and the Subsidiaries or (y) a material adverse effect
on the operations of the Company and the Subsidiaries) or any agreement relating
to an Acquisition Proposal, except as expressly permitted in Section 5.3;

(m) except as contemplated by Section 5.7(a) (i), (i) incur,

assume, modify or prepay any indebtedness for borrowed money, issue any debt
securities or warrants or other rights to acquire debt securities, or guarantee,
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endorse or otherwise become liable or responsible for the obligations or
indebtedness of another Person, other than indebtedness owing to or guarantees
of indebtedness owing to the Company or any direct or indirect wholly-owned
Subsidiary, or enter into any capital lease, or (ii) make any loans, extensions
of credit or advances to any other Person, other than to the Company or to any
direct or indirect wholly-owned Subsidiary, except, (A) in the case of preceding
clause (i), for (x) borrowings under the Company Senior Credit Agreement in the
ordinary course of business consistent with past practice and (y) the making of
scheduled amortization payments to the extent required by

the Company Senior Credit Agreement and ordinary course repayments of borrowings
under the working capital facility of the Company Senior Credit Agreement, (B)
in the case of preceding clauses (i) and (ii), for loans, extensions of credit
or advances constituting trade payables or receivables arising in the ordinary
course of business and (C) in the case of preceding clause (ii), for advances to
employees in respect of travel and entertainment expenses in the ordinary course
of business in amounts of $12,500 or less to any individual on any date of
determination and $150,000 in the aggregate on any date of determination;

(n) except as permitted by Section 2.4, accelerate the
payment, right to payment or vesting of any bonus, severance, profit sharing,
retirement, deferred compensation, stock option, insurance or other compensation
or benefits;

(o) pay, discharge, settle or satisfy any claims, litigation,
liabilities or obligations (absolute, accrued, asserted or unasserted,
contingent or otherwise) other than (i) the payment, discharge, settlement or
satisfaction, in the ordinary course of business consistent with past practice,
of (1) liabilities reflected or reserved against in the December 30, 2001
balance sheet included in the Company SEC Documents or (2) liabilities (other
than litigation) subsequently incurred in the ordinary course of business
consistent with past practice and (ii) other claims, litigation, liabilities or
obligations (qualified as aforesaid) that in the aggregate do not exceed
$250,000.

(p) other than as disclosed in Company SEC Documents filed
prior to the date hereof, plan, announce, implement or effect any material
reduction in force, lay-off, early retirement program, severance program Or
other program or effort concerning the termination of employment of employees of
the Company or the Subsidiaries; PROVIDED that routine employee terminations in
the ordinary course of business shall not be considered subject to this
subclause;

(gq) take any action or non-action (including, without
limitation, the adoption of any shareholder-rights plan or amendments to its
Certificate of Incorporation or By-laws (or comparable governing documents))
which would, directly or indirectly, restrict or impair the ability of the Buyer
to vote or otherwise to exercise the rights and receive the benefits of a
stockholder with respect to securities of the Company that may be acquired or
controlled by the Buyer or the Transitory Subsidiary, or any action which would
permit any Person to acquire securities of the Company on a basis not available
to the Buyer or the Transitory Subsidiary;

(r) take any action or non-action which (x) constitutes a
violation of any Liquor License, which violation would result in or would
reasonably be likely to result in, individually or in the aggregate, the
modification, suspension, cancellation, termination of any one or more Liquor
Licenses or otherwise have or would reasonably be likely to have a material
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adverse impact on any Company Restaurant or the nature or level of discipline
imposed on account of future violations of the laws related to sales and service
of alcoholic beverages or (y) would (or would reasonably be likely to)
materially impede, delay, hinder or make more burdensome for the Buyer to obtain
and maintain any and all authorizations, approvals, consents or orders from any
Governmental Entity or other third party necessary or required to maintain the
Liquor Licenses in effect at all times following the Merger on the same terms as
in effect on the date of this Agreement;

(s) enter into any new material line of business or enter into
any agreement that restrains, limit or impedes the Company's or any Subsidiary's
ability to compete with or conduct any business or line of business;

(t) (1) file or cause to be filed any materially amended Tax
Returns or claims for refund; (ii) make or rescind any material tax election or
otherwise fail to prepare all Tax Returns in a manner which is consistent with
the past practices of the Company and each Subsidiary, as the case may be, with
respect to the treatment of items on such Tax Returns except to the extent that
any inconsistency (1) would not or may not materially increase the Buyer's, the
Company's, or any Subsidiary's liability for Taxes for any period or (2) 1is
required by law; (iii) incur any material liability for Taxes other than in the
ordinary course of business; or (iv) enter into any settlement or closing
agreement with a taxing authority that materially increases or would reasonably
be likely to materially increase the Tax liability of the Company or any of the
Subsidiaries for any period;

(u) fail to maintain with current or other financially
responsible insurance companies insurance on its tangible assets and its
businesses in such amounts and against such risks and losses as are consistent
with past practice; or

(v) authorize, agree or announce an intention, in writing or
otherwise, to take any of the foregoing actions.

5.2. CONFIDENTIALITY. The Parties acknowledge that Castle
Harlan, Inc. and the Company have previously executed a confidentiality
agreement, dated as of August 23, 2001 (as in effect from time to time, the
"CONFIDENTIALITY AGREEMENT"), which Confidentiality Agreement shall continue in
full force and effect in accordance with its terms, except as expressly modified
herein or pursuant hereto.

5.3. NO SOLICITATION OF OTHER OFFERS. (a) Each of the Company
and the Subsidiaries shall, and shall use reasonable best efforts to cause its
affiliates and each of its and their respective officers, directors, employees,
representatives, consultants, investment bankers, attorneys, accountants and
other agents to, immediately cease any discussions or negotiations with any
other Person or Persons that may be ongoing with respect to any Acquisition
Proposal. Each of the Company and the Subsidiaries shall not take, and shall
cause its affiliates and each of its and their respective officers, directors,
employees, representatives, consultants, investment bankers, attorneys,
accountants and other agents not to take, any action (i) to encourage, solicit,
initiate or facilitate, directly or indirectly, the making or submission of any
Acquisition Proposal (including, without limitation, by taking any action that
would make the Rights Agreement inapplicable to an Acquisition Proposal), (ii)
to enter into any agreement, arrangement or understanding with respect to any
Acquisition Proposal, other than a confidentiality agreement referred to below,
in accordance with the terms and under the circumstances contemplated below in
this Section 5.3(a), or to agree to approve or endorse any Acquisition Proposal
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or enter into any agreement, arrangement or understanding that would require the
Company to abandon, terminate or fail to consummate the Merger or any other
transaction contemplated by this Agreement, (iii) to initiate or participate in
any way in any discussions or negotiations with, or furnish or disclose any
information to, any Person (other than the Buyer or the Transitory Subsidiary)
in furtherance of any proposal that constitutes, or could reasonably be expected
to

lead to, any Acquisition Proposal, (iv) to facilitate or further in any other
manner any inquiries or the making or submission of any proposal that
constitutes, or could reasonably be expected to lead to, any Acquisition
Proposal, or (v) to grant any waiver or release under any standstill,
confidentiality or similar agreement entered into by the Company or any of its
affiliates or representatives; PROVIDED that so long as there has been no breach
of this Section 5.3(a), prior to the Special Meeting the Company, in response to
an unsolicited Acquisition Proposal and otherwise in compliance with its
obligations under Section 5.3(c), may (x) request clarifications from, or
furnish information to, (but not enter into discussions with) any Person which
makes such unsolicited Acquisition Proposal if (A) such action is taken subject
to a confidentiality agreement with the Company containing customary terms and
conditions; PROVIDED that if such confidentiality agreement contains provisions
that are less restrictive than the comparable provisions of the Confidentiality
Agreement, or omits restrictive provisions contained in the Confidentiality
Agreement, then the Confidentiality Agreement shall be deemed to be
automatically amended to contain in substitution for such comparable provisions
such less restrictive provisions, or to omit such restrictive provisions, as the
case may be, and in connection with the foregoing, the Company agrees not to
waive any of the provisions in any such confidentiality agreement without
waiving the similar provisions in the Confidentiality Agreement to the same
extent, (B) such action is taken solely for the purpose of obtaining information
reasonably necessary to ascertain whether such Acquisition Proposal is, or is
reasonably likely to lead to, a Superior Proposal (as defined in Section
5.3(b)), and (C) the Board of Directors of the Company reasonably determines in
good faith, after receiving advice from outside nationally recognized legal
counsel (which may be its current outside legal counsel) and based on the good
faith recommendation of the Special Committee, which has also received advice
from its outside nationally recognized legal counsel (which may be its current
outside legal counsel), that it is necessary to take such actions in order to
comply with its fiduciary duties under applicable law or (y) participate in
discussions with, request clarifications from, or furnish information to, any
Person which makes such unsolicited Acquisition Proposal if (A) such action is
taken subject to a confidentiality agreement with the Company containing
customary terms and conditions; PROVIDED that if such confidentiality agreement
contains provisions that are less restrictive than the comparable provisions of
the Confidentiality Agreement, or omits restrictive provisions contained in the
Confidentiality Agreement, then the Confidentiality Agreement shall be deemed to
be automatically amended to contain in substitution for such comparable
provisions such less restrictive provisions, or to omit such restrictive
provisions, as the case may be, and in connection with the foregoing, the
Company agrees not to waive any of the provisions in any such confidentiality
agreement without waiving the similar provisions in the Confidentiality
Agreement to the same extent, (B) the Board of Directors of the Company
reasonably determines in good faith, after receiving advice from outside
nationally recognized legal counsel
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(which may be its current outside legal counsel), advice from Greenhill or
another independent nationally recognized investment bank and based on the good
faith recommendation of the Special Committee, which has also received advice
from its outside nationally recognized legal counsel (which may be its current
outside legal counsel) and advice from Greenhill or another independent
nationally recognized investment bank, that such Acquisition Proposal is a
Superior Proposal and (C) the Board of Directors of the Company reasonably
determines in good faith, after receiving advice from outside nationally
recognized legal counsel (which may be its current outside legal counsel) and
based on the good faith recommendation of the Special Committee, which has also
received advice from its outside nationally recognized legal counsel (which may
be its current outside legal counsel), that it is necessary to take such actions
in order to comply with its fiduciary duties under applicable law. Without
limiting the foregoing, the Buyer, the Transitory Subsidiary and the Company
agree that any violation of the restrictions set forth in this Section 5.3 (a) by
any affiliate, officer, director, employee, representative, consultant,
investment banker, attorney, accountant or other agent of the Company or any of
the Subsidiaries or their respective affiliates (other than any such Person who
is an affiliate or employee of the Buyer or of any of its affiliates), whether
or not such Person is purporting to act on behalf of the Company or any of the
Subsidiaries or their respective affiliates, shall constitute a breach by the
Company of this Section 5.3(a). The Company shall enforce, to the fullest extent
permitted under applicable law, the provisions of any standstill,
confidentiality or similar agreement entered into by the Company or any of the
Subsidiaries or their respective affiliates or representatives, including,
without limitation, where necessary, obtaining injunctions to prevent any
breaches of such agreements and to enforce specifically the terms and provisions
thereof in any court having jurisdiction.

(b) Neither the Board of Directors of the Company nor any
committee thereof (including, without limitation, the Special Committee) shall
(i) withdraw, modify or amend, or propose to withdraw, modify or amend, in a
manner adverse to the Buyer or the Transitory Subsidiary, the approval, adoption
or recommendation, as the case may be, of the Merger, this Agreement or any of
the other transactions contemplated hereby, (ii) approve or recommend, or
propose to approve or recommend, any Acquisition Proposal, (iii) cause the
Company to accept such Acquisition Proposal and/or enter into any letter of
intent, agreement in principle, acquisition agreement or other similar agreement
(each, an "ACQUISITION AGREEMENT") related to such Acquisition Proposal, or (iv)
resolve to do any of the foregoing; PROVIDED that the Board of Directors of the
Company, based on the recommendation of the Special Committee, may take such
actions prior to the Special Meeting if (w) the Company has complied with its
obligations under this Section 5.3, (x) the Acquisition Proposal is a Superior
Proposal, (y) the Board of Directors of the Company reasonably determines in
good faith, after receiving advice from outside nationally recognized legal
counsel (which may be its current outside legal counsel) and based on the good
faith recommendation of the Special Committee, which has also received advice
from its outside nationally recognized legal counsel (which may be its current
outside legal counsel), that it is necessary to take such actions in order to
comply with its fiduciary duties under applicable law, all the conditions to the
Company's right to terminate this Agreement in accordance with Section 7.1 (f)
have been satisfied (including the expiration of the five (5) Business Day
period described therein and the payment of all amounts required pursuant to
Section 7.3) and (z) simultaneously or substantially simultaneously with such
withdrawal, modification or recommendation, this Agreement is terminated in
accordance with Section 7.1(f).

For purposes of this Agreement, the term "ACQUISITION
PROPOSAL" means (1) any inquiry, proposal or offer (including, without
limitation, any proposal to stockholders of the Company) from any Person or
group relating to any direct or indirect acquisition or purchase of fifteen
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percent (15%) or more of the consolidated assets of the Company and the
Subsidiaries or fifteen percent (15%) or more of any class of equity securities
of the Company or any of the Subsidiaries in a single transaction or a series of
related transactions, (ii) any tender offer (including a self tender offer) or
exchange offer that, if consummated, would result in any Person or group
beneficially owning fifteen percent (15%) or more of any class of equity
securities of

the Company or any of the Subsidiaries or the filing with the SEC of a
registration statement under the Securities Act or any statement, schedule or
report under the Exchange Act in connection therewith, (iii) any merger,
consolidation, business combination, recapitalization, liquidation, dissolution
or similar transaction involving the Company or any of the Subsidiaries, (iv)
any other transaction the consummation of which could reasonably be expected to
impede, interfere with, prevent or materially delay the Merger or which could
reasonably be expected to materially dilute the benefits to the Buyer of the
transactions contemplated hereby or (v) any public announcement by or on behalf
of the Company, any of the Subsidiaries or any of their respective affiliates
(or any of their respective officers, directors, employees, representatives,
consultants, investment bankers, attorneys, accountants and other agents) or by
any third party of a proposal, plan or intention to do any of the foregoing or
any agreement to engage in any of the foregoing.

For purposes of this Agreement, the term "SUPERIOR PROPOSAL"
means a bona fide written offer which is binding on the offeror and not
solicited by or on behalf of the Company, any of the Subsidiaries or any of
their respective affiliates (or any of their respective officers, directors,
employees, representatives, consultants, investment bankers, attorneys,
accountants and other agents) made by a third party to acquire, directly or
indirectly, all of the Shares pursuant to a tender offer followed by a merger, a
merger or a purchase of all or substantially all of the assets of the Company
and the Subsidiaries (i) on terms which the Board of Directors of the Company
reasonably determines in good faith, after receiving the advice of Greenhill or
another independent nationally recognized investment bank and based on the good
faith determination of the Special Committee (after receiving the advice of
Greenhill or another independent nationally recognized investment bank), to be
more favorable from a financial point of view to the Company and its
stockholders (in their capacity as such) than the transactions contemplated
hereby (to the extent the transactions contemplated hereby are proposed to be
modified by the Buyer in accordance with Section 7.1(f)), (ii) which is
reasonably capable of being consummated (taking into account such factors as the
Board of Directors of the Company and the Special Committee in good faith deems
relevant, including, without limitation, all legal, financial, regulatory and
other aspects of such proposal (including the terms of any financing and the
likelihood that the transaction would be consummated) and the identity of the
Person making such proposal) and (iii) which is not conditioned on any
financing, the obtaining of which in the reasonable good faith determination of
the Board of Directors of the Company based on the recommendation of the Special
Committee is less likely to be obtained than the effectiveness of the Fifteenth
Amendment to Company Senior Credit Agreement (as defined in Section 6.2(g)) .

(c) In addition to the obligations of the Company set forth in
paragraph (a), on the date of receipt or occurrence thereof, the Company shall
advise the Buyer of any request for information with respect to any Acquisition
Proposal or of any Acquisition Proposal, or any inquiry, proposal, discussions
or negotiation with respect to any Acquisition Proposal, the terms and
conditions of such request, Acquisition Proposal, inquiry, proposal, discussion
or negotiation and the Company shall, within one (1) calendar day of the receipt
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thereof, promptly provide to the Buyer copies of any written materials received
by the Company in connection with any of the foregoing, and the identity of the
Person making any such Acquisition Proposal or such request, inquiry or proposal
or with whom any discussions or negotiations are taking place. The Company shall
keep the Buyer fully informed of the status and material details (including
amendments or proposed amendments) of any such request or Acquisition Proposal
and keep the

Buyer fully informed as to the material details of any information requested of
or provided by the Company and as to the details of all discussions or
negotiations with respect to any such request, Acquisition Proposal, inquiry or
proposal, and shall provide to the Buyer within one (1) calendar day of receipt
thereof all written materials received by the Company with respect thereto. The
Company shall promptly provide to the Buyer any non-public information
concerning the Company provided to any other Person in connection with any
Acquisition Proposal, which was not previously provided to the Buyer.

(d) The Company shall promptly request in writing each Person
which has heretofore executed a confidentiality agreement in connection with its
consideration of acquiring the Company or any portion thereof to return all
confidential information heretofore furnished to such Person by or on behalf of
the Company, and the Company shall use its reasonable best efforts to have such
information returned or destroyed (to the extent destruction of such information
is permitted by such confidentiality agreement) .

5.4. ACCESS TO INFORMATION. The Company shall (and shall cause
each of its Subsidiaries to) afford to the Buyer's officers, employees,
accountants, consultants, financing sources, counsel and other agents and
representatives reasonable access, upon reasonable advance notice, during normal
business hours during the period prior to the Effective Time, to all of the
properties, books, contracts, commitments, personnel and records and accountants
of the Company and its Subsidiaries and, during such period, the Company shall
(and shall cause each of the Subsidiaries to) furnish to the Buyer (a) a copy of
each report, schedule, registration statement and other document filed or
received by it or any of the Subsidiaries during such period pursuant to the
requirements of federal or state securities laws and (b) all other information
concerning business, properties, assets and personnel of the Company and the
Subsidiaries as the Buyer may reasonably request. The Buyer, the Transitory
Subsidiary and their affiliates and representatives will hold any such
information that is nonpublic in confidence in accordance with the
Confidentiality Agreement. No information or knowledge obtained in any
investigation pursuant to this Section 5.4 or otherwise shall affect or be
deemed to modify any representation or warranty contained in this Agreement or
the conditions to the obligations of the Parties to consummate the Merger.

5.5. SPECIAL MEETING. As promptly as practicable after the
execution and delivery of this Agreement, the Company, acting through its Board
of Directors, shall, in accordance with applicable law, duly call, give notice
of, convene and hold a special meeting of its stockholders (the "SPECIAL
MEETING"), which meeting shall be held as promptly as practicable following the
preparation of the Proxy Statement, for the purpose of considering and taking
action upon the approval of this Agreement and the Merger, and the Company
agrees that this Agreement and the Merger shall be submitted at such meeting.
Subiject to Section 5.3 (b), the Company shall use its reasonable best efforts to
solicit and obtain from its stockholders proxies, and shall take all other
action necessary and advisable to secure the vote of stockholders required by
applicable law and by the Certificate of Incorporation of the Company or the
By-laws of the Company to obtain their adoption of this Agreement and approval
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of the Merger, and the Board of Directors of the Company shall recommend that
the stockholders of the Company vote in favor of the adoption of this Agreement
and the approval of the Merger at the Special Meeting, and the Company agrees
that it shall include in the Proxy Statement such recommendation of the Board of
Directors of the Company that the stockholders of the Company adopt this
Agreement

and approve the Merger. Without limiting the generality of the foregoing, the
Company agrees that its obligations pursuant to the first sentence of this
Section 5.5 shall not be affected by (i) the commencement, public proposal,
public disclosure or communication to the Company, any of the Subsidiaries or
any of their respective affiliates (or any of their respective officers,
directors, employees, representatives, consultants, investment bankers,
attorneys, accountants and other agents) of any Acquisition Proposal or (ii) the
withdrawal or modification by the Board of Directors of the Company of its
approval or recommendation of this Agreement or the Merger. The Buyer will cause
all Shares owned by the Buyer and its subsidiaries (including the Transitory
Subsidiary), if any, to be voted in favor of the Merger.

5.6. PROXY STATEMENT. As promptly as practicable after the
execution and delivery of this Agreement, the Company shall:

(a) prepare and, after consultation with and review by the
Buyer, file with the SEC a preliminary proxy statement relating to the Merger
and this Agreement and use its reasonable best efforts (i) to obtain and furnish
the information required to be included by the SEC in the Proxy Statement and,
after consultation with and review by the Buyer, to respond promptly to any
comments made by the SEC with respect to the preliminary proxy statement and
promptly cause a definitive proxy statement (the "PROXY STATEMENT") to be mailed
to its stockholders and, if necessary, after the definitive Proxy Statement
shall have been so mailed, promptly circulate amended or supplemental proxy
material and, if required in connection therewith, resolicit proxies; PROVIDED
that no such amended or supplemental proxy material will be mailed by the
Company without consultation with and review by the Buyer and (ii) to obtain the
necessary approvals of the Merger and this Agreement by its stockholders;

(b) promptly notify the Buyer of the receipt of the comments
of the SEC and of any request from the SEC for amendments or supplements to the
preliminary proxy statement or the definitive Proxy Statement or for additional
information, and will promptly supply the Buyer with copies of all written
correspondence between the Company or its representatives, on the one hand, and
the SEC or members of its staff, on the other hand, with respect to the
preliminary proxy statement, the definitive Proxy Statement or the Merger;

(c) promptly inform the Buyer if at any time prior to the
Special Meeting any event should occur that is required by applicable law to be
set forth in an amendment of, or a supplement to, the Proxy Statement, in which
case, the Company, with the cooperation of and in consultation with the Buyer,
will, upon learning of such event, promptly prepare and mail such amendment or
supplement; and

(d) it is expressly understood and agreed that (i) the Buyer,
the Transitory Subsidiary and the Company will cooperate with each other in
connection with all aspects of the preparation, filing and clearance by the SEC
of the Proxy Statement (including the preliminary proxy and any and all
amendments or supplements thereto), (ii) the Company shall give the Buyer and
its outside counsel the opportunity to review the Proxy Statement prior to it
being filed with the SEC and shall give the Buyer and its outside counsel the
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opportunity to review all amendments and supplements to the Proxy Statement and
all responses to requests for additional information and replies to comments
prior to their being filed with, or sent to, the SEC and each of the Company and
the Buyer agrees to use its reasonable best efforts, after consultation with

the other, to respond promptly to all such comments of and requests by the SEC,
(iii) to the extent practicable, the Company and its outside counsel shall (and
the Company shall cause the Special Committee and its outside counsel to) permit
the Buyer and its outside counsel to participate in all communications with the
SEC and its staff (including, without limitation, all meetings and telephone
conferences) relating to the Proxy Statement, this Agreement or any of the
transactions contemplated thereby (PROVIDED that in the event that such
participation by the Buyer is not practicable, the Company shall promptly inform
the Buyer and its counsel of the content of all such communications and the
participants involved therein), and (iv) the Company will not file with, or send
to, the SEC the Proxy Statement (including the preliminary proxy statement and
any and all amendments or supplements thereto and any and all responses to
requests for additional information and replies to comments relating thereto) or
mail any Proxy Statement (including the preliminary proxy statement and any and
all amendments or supplements thereto) or use any proxy material in connection
with the Special Meeting, in each case without the Buyer's prior approval (not
to be unreasonably withheld) .

5.7. REASONABLE BEST EFFORTS. Subject to the terms and
conditions provided herein, each of the Company, the Buyer and the Transitory
Subsidiary shall, and the Company shall cause each of the Subsidiaries to,
cooperate and use their reasonable best efforts to take, or cause to be taken,
all appropriate action, and do, or cause to be done, and assist and cooperate
with the other Parties in doing, all things necessary, proper or advisable to
consummate and make effective, in the most expeditious manner practicable, the
Merger and the other transactions contemplated by this Agreement (including,
without limitation, the satisfaction of the respective conditions set forth in
Article VI), and to make, or cause to be made, all filings necessary, proper or
advisable under applicable laws, rules and regulations to consummate and make
effective the transactions contemplated by this Agreement. Without limiting the
generality of the foregoing, each of the Company, the Buyer and the Transitory
Subsidiary shall, and the Company shall cause each of the Subsidiaries to,
cooperate and use their reasonable best efforts to promptly:

(a) make any and all filings, recordations, declarations or
registrations with, obtain any and all actions or non-actions, licenses,
permits, consents, approvals, waivers, authorizations, qualifications and orders
of, give any and all notices to, take reasonable steps to avoid an action or
proceeding by, any and all Governmental Entities (including, without limitation,
all filings under the HSR Act) and parties to contracts with the Company and the
Subsidiaries, in each case prior to the Closing Date, as are necessary, proper
or advisable to consummate and make effective, in the most expeditious manner
practicable, the Merger and the other transactions contemplated by this
Agreement; it being understood and agreed that:

(i) the Company and the Subsidiaries shall use their
reasonable best efforts to cooperate with the Buyer in any manner reasonably
requested by the Buyer in connection with obtaining at or prior to the Closing
of approvals, consents or waivers (collectively, the "REQUIRED CONSENTS") under
each of the Contracts identified in Section 5.7 (a) (i) of the Company Disclosure
Letter (collectively, the "IDENTIFIED CONTRACTS") with respect to the Merger
(including the change of control resulting therefrom) and the other transactions
contemplated by this Agreement (no such Required Consent to be conditioned on
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any increase in the amount payable under the applicable Identified Contract or
any reduction in the term thereof or any other material changes in the
provisions thereof, except as may be required by the express

terms of the applicable Identified Contract, and such Required Consent shall
otherwise be on terms and conditions reasonably satisfactory to the Buyer); in
connection with the foregoing, neither the Company nor any of the Subsidiaries
shall, without the prior written consent of the Buyer, make (or commit to make)
any payment or otherwise provide (or commit to provide) any value or benefit to
any Person in connection with obtaining any Required Consent (except as may be
required by the express terms of the respective Identified Contracts); PROVIDED
that, notwithstanding anything to the contrary set forth in Section 5.1, with
the prior written consent of the Buyer (not to be unreasonably withheld or
delayed; it being understood and agreed that any objection to a refinancing
raised by any lender under the Company Senior Credit Agreement shall be a

reasonable basis for withholding or delaying consent), the Company shall be
permitted to enter into one or more Contracts (collectively, the "REPLACEMENT
CONTRACTS") to refinance any Identified Contract on terms not materially less

favorable (after taking into account any and all fees and expenses incurred in
connection with such refinancing) to the Company (or the applicable Subsidiary)
or the Surviving Corporation than the terms of such Identified Contract,
whereupon the respective Replacement Contract shall be deemed to be disclosed on
Section 5.7 (a) (i) of the Company Disclosure Letter and to constitute an
Identified Contract for purposes of this Section 5.7(a) (i) (it being understood
and agreed that fees paid to refinance any Identified Contract as contemplated
above shall be counted for purposes of the last sentence of this Section 5.7).

(ii) each of the Parties shall expeditiously give and make
any and all notices and reports required to be made by such Party to the
appropriate Persons with respect to the Liquor Licenses and each of the Parties
shall, prior to the Effective Time, use its reasonable best efforts to cooperate
with the other in any manner reasonably requested by the other in connection
with obtaining at or prior to the Closing the regulatory approvals or consents
as may be required by any Governmental Entities in order to obtain and maintain
in effect at all times following the Effective Time all Liquor Licenses and
other permits necessary to maintain continuity of service of alcoholic beverages
at each Company Restaurant; without limiting the foregoing, each of the Parties
shall, to the extent necessary of such Party, (1) duly and promptly file and
process any and all applications necessary to obtain all required regulatory
approvals or consents as a result of the consummation of the transactions
contemplated by this Agreement, including, without limitation, the amendment of
any and all documents required to be amended with respect to the existing
licensees under the Liquor Licenses, (2) duly and promptly file and process
Liquor License applications with respect to each of the restaurants being
brought into operation at any time prior to the Effective Time and to duly and
promptly file appropriate amendments, if any, as a result of the consummation of
the transactions contemplated by this Agreement, and (3) duly and promptly file
with all appropriate Governmental Entities, and thereafter duly process renewal
applications for all of the licensed Subsidiaries whose licenses will expire
during the period from the date of this Agreement and until all of the
respective applications shall have been approved; PROVIDED that, without the
Company's prior consent (not to be unreasonably withheld or delayed), neither
the Buyer nor the Transitory Subsidiary shall, from and after the date hereof,
until the Effective Time, (1) add any officer or director of the Buyer or the
Transitory Subsidiary (other than (x) any individual who is currently an officer
or director of the Company or any of the Subsidiaries or (y) any individual who
is an officer or director of an affiliate of Castle Harlan, Inc., which
affiliate has at any time during which such individual is or was an officer or
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director of such affiliate received regulatory approval or consent to obtain,
renew or maintain in effect a liquor license) or (2) issue or sell any equity

interest in the Buyer or the Transitory Subsidiary to any Person (other than
their current stockholders or any individual who is currently an officer or
director of the Company or any of the Subsidiaries), if, in the case of either
(1) or (2) above, the Buyer is aware, after due inquiry, that such action would
or would be reasonably likely to materially impede, delay, hinder or make more
burdensome the obtaining and maintaining of any and all authorizations,
approvals, consents or orders from any Governmental Entity or other third party
necessary to maintain continuity of service of alcoholic beverages at each
Company Restaurant in effect for a reasonable period of time following the
Effective Time on terms no less favorable to the Company or the Surviving
Corporation than those in effect on the date of this Agreement; and

(iii) the Company and its Board of Directors shall (A)
take all action within its power to make any "fair price", "moratorium",
"control share acquisition", "business combination" or other state takeover
statute or similar statute, rule or regulation inapplicable to the Merger, this
Agreement or any of the other transactions contemplated hereby and (B) if any
state takeover statute or similar statute, rule or regulation becomes applicable
to the Merger, this Agreement or any of the other transactions contemplated
hereby, take all action within its power to ensure that the Merger and such
other transactions may be consummated as promptly as practicable on the terms
contemplated by this Agreement and otherwise to minimize the effect of such
statute, rule or regulation on the Merger and such other transactions;

(b) defend any lawsuits or other legal proceedings, whether
judicial or administrative, challenging this Agreement or the consummation of
any of the transactions contemplated hereby (including seeking to have any stay
or temporary restraining order entered by any court or other Governmental Entity
vacated or reversed); 1t being understood and agreed that the Company shall
promptly notify the Buyer of any litigation (including any stockholder
litigation), other than where the Buyer is the adverse party, against the
Company and/or its directors relating to any of the transactions contemplated by
this Agreement and the Company shall give the Buyer the opportunity to
participate in the defense or settlement of any such litigation; PROVIDED that
no settlement with respect to any such litigation shall be agreed to without the
Buyer's prior consent (which shall not be unreasonably withheld); and

(c) execute and deliver any additional instruments necessary
to consummate the transactions contemplated by this Agreement and to fully carry
out the purposes of this Agreement.

Notwithstanding the foregoing to the contrary, except as may be required by the
Fifteenth Amendment to Company Senior Credit Agreement (as defined in Section
6.2(g)), no loan agreement or contract for borrowed money shall be repaid, in
whole or in part, except by payment of an immaterial sum (in any event not to
exceed a basket amount equal to $100,000 in the aggregate with respect to all
such loan agreements and contracts for borrowed money, after taking into account
any and all amounts payable pursuant to the immediately succeeding parenthetical
or pursuant to Section 5.7(a) (i)) or as currently required by its terms, and no
material Contract shall be amended, modified, supplemented or replaced to
increase the amount payable thereunder (other than by an amount not to exceed a
basket amount equal to $100,000 in the aggregate with respect to all such
material Contracts, after taking into account any and all amounts payable
pursuant to the immediately preceding parenthetical or pursuant to Section
5.7(a) (1)) or otherwise to be more burdensome (other than in an immaterial
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manner) to the

Company or any of the Subsidiaries in order to obtain any such consent, approval
or authorization without first obtaining the written approval of the Buyer,
which shall not be unreasonably withheld.

5.8. PUBLIC DISCLOSURE. The press release announcing the
execution of this Agreement shall be issued only in such form as shall be
mutually agreed upon by the Company and the Buyer and (b) each of the Company
and the Buyer shall consult with, and obtain the consent of, the other Party
before issuing any other press release or otherwise making any public statement
with respect to the Merger or this Agreement and shall not issue any such press
release or make any such public statement prior to consulting with and obtaining
the prior consent of the other Party; PROVIDED that a Party may, without
consulting with or obtaining the prior consent of the other Party, issue such
press release or make such public statement as may be required by applicable
law, rule or regulation or by any listing agreement with a national securities
exchange or automated quotation system to which the Buyer (or an affiliate
thereof) or the Company, as the case may be, is a party, if such Party has used
reasonable best efforts to consult with the other Party and to obtain such other
Party's consent, but has been unable to do so in a timely manner.

5.9. EMPLOYEE STOCK PURCHASE PLAN. As of the end of the
Offering Period (within the meaning of the Company's Employee Stock Purchase
Plan (the "ESPP")) ending March 31, 2002, the ESPP shall be terminated. Prior to
the end of such Offering Period, the Company shall take all actions (including
preventing any payroll deductions under the ESPP with respect to any period
after such Offering Period and, if appropriate, amending the terms of the ESPP)
that are necessary to effect such termination.

5.10. OTHER EMPLOYEE BENEFITS. (a) For a period of one (1)
year following the Effective Time, the Buyer shall or shall cause the Surviving
Corporation to maintain in effect employee benefit plans and arrangements for
employees of the Surviving Corporation (to the extent that such plans and
arrangements have heretofore been disclosed by the Company to the Buyer) that,
taken as a whole, provide a level of benefits that is substantially comparable
to the level of the benefits, taken as a whole, provided by the Company Employee
Plans immediately prior to the date of this Agreement (other than stock option
or stock-based plans or arrangements); PROVIDED that employees covered by
collective bargaining agreements need not be provided with any such benefits.
The provisions of this Section 5.10(a) shall not create in any current or former
employee of the Company or any of the Subsidiaries any rights to employment or
continued employment with the Buyer, the Surviving Corporation or the Company or
any of their respective subsidiaries or affiliates or any right to specific
terms or conditions of employment. Notwithstanding anything in this Agreement to
the contrary, subject to any existing employment contracts disclosed in Section
5.10 of the Company Disclosure Letter, from and after the Effective Date, the
Surviving Corporation shall have sole discretion over the hiring, promotion,
retention, termination and other terms and conditions of the employment of the
employees of the Surviving Corporation.

(b) The Buyer shall ensure that employees of the Company as of
the Effective Time receive credit (for all purposes including eligibility to
participate, vesting, vacation entitlement and severance benefits) for service
with the Company or the Subsidiaries (to the same extent such service credit was
granted under the Company Employee Plans immediately prior to the date of this
Agreement) under the comparable employee benefit plans, programs and
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policies of the Buyer and the Surviving Corporation in which such employees
shall become participants as contemplated by Section 5.10(a) (other than benefit
accrual under any pension plan).

(c) The Buyer shall cause the Surviving Corporation to assume
and honor in accordance with their respective terms all written employment,
severance, retention and termination agreements (including any change in control
provisions therein) applicable to employees of the Company; PROVIDED that
nothing herein shall obligate the Buyer or the Surviving Corporation to maintain
any particular plan or arrangement in accordance with its terms after the
Effective Date (other than the existing employment, severance, retention and
termination agreements disclosed in Section 5.10 of the Company Disclosure
Letter) .

5.11. DIRECTORS' AND OFFICERS' INSURANCE AND INDEMNIFICATION.
(a) After the Effective Time, subject to Section 5.11(b), the Surviving
Corporation (or any successor to the Surviving Corporation) shall indemnify,
defend and hold harmless the present and former officers and directors of the
Company and the Subsidiaries who are covered on the date of this Agreement by
the Company's directors' and officers' liability insurance policy (each, an
"INDEMNIFIED PARTY") against all losses, claims, damages, liabilities, fees and
expenses (including reasonable fees and disbursements of counsel) and judgments,
fines, losses, claims, liabilities and amounts paid in settlement (PROVIDED that
any such settlement is effected with the written consent of the Surviving
Corporation, such consent not to be unreasonably withheld) arising out of
actions or omissions arising out of such individuals' services as officers,
directors, employees or agents of the Company or any of the Subsidiaries or as
trustees or fiduciaries of any plan for the benefit of employees of the Company
or any of the Subsidiaries, occurring at or prior to the Effective Time to the
full extent permitted under Delaware law, such right to include advancement of
expenses incurred in the defense of any action or suit; PROVIDED that any
determination required to be made with respect to whether such Indemnified Party
is entitled to indemnity hereunder (including, without limitation, whether, with
respect to the indemnification of such Indemnified Party by the Surviving
Corporation, an Indemnified Party's conduct complies with the standards set
forth under the DGCL), shall be made at the Surviving Corporation's expense by
independent counsel mutually acceptable to the Surviving Corporation and the
Indemnified Party; PROVIDED, FURTHER, that nothing herein shall impair any
rights or obligations of any present or former directors or officers of the
Company or any of its Subsidiaries.

(b) For a period of not less than six (6) years after the
Effective Date, the Surviving Corporation shall either (i) maintain the
Company's existing officers' and directors' liability insurance covering claims
arising from facts or events that occurred at or prior to the Effective Time (a
true and correct copy of which has been previously delivered to the Buyer) ("D&O
INSURANCE"); PROVIDED that in no event shall the Buyer be required to expend in
any one (1) year an amount in excess of two hundred percent (200%) of the annual
premiums currently paid by the Company for such insurance (in this regard, the
Company represents that the premiums currently paid by the Company for such
insurance with respect to the thirty-six (36) month period ending on June 3,
2003 to be $253,500); PROVIDED, FURTHER, that if the annual premiums of such
insurance coverage exceed such amount, the Surviving Corporation shall be
obligated to obtain a policy with the greatest coverage available for a cost not
exceeding such amount; PROVIDED, FURTHER, that the Surviving Corporation may
substitute for such Company
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policies other policies of substantially similar coverage and amounts containing
terms no less favorable, taken as a whole, to such former directors or officers;
PROVIDED, FURTHER, that if the existing D&0O Insurance expires, 1is terminated or
cancelled during such period, the Surviving Corporation will obtain
substantially similar D&O Insurance or (ii) cause the Buyer's directors' and
officers' liability insurance then in effect to cover the Indemnified Parties
with respect to those matters covered by, and on terms no less favorable, taken
as a whole, than those set forth in, the Company's directors' and officers'
liability insurance policy.

(c) To the extent permitted by applicable law, the Certificate
of Incorporation and the By-laws of the Surviving Corporation for so long as the
Surviving Corporation shall continue to exist shall contain the provisions with
respect to advancement of expenses, indemnification and exculpation from
liability set forth in the Certificate of Incorporation and By-laws of the
Company on the date of this Agreement, which provisions shall not be amended,
repealed or otherwise modified for a period of six (6) years from the Effective
Time in any manner that would adversely affect the rights thereunder of
individuals who on or prior to the Effective Time were directors or officers of
the Company, unless such modification is required by law or regulation.

(d) In the event the Surviving Corporation o