








officer, providing for their employment on an at-will basis. Each agreement, as amended in June 2010, provides
that the executive will have employment through October 6, 2012. Each executive will be entitled to severance
benefits that include one year of base compensation if his employment is terminated without cause or for good
reason, as defined therein, in addition to the balance of the applicable term, if terminated prior to the end of such
term. Each employment agreement is automatically extended for a one-year term unless either our company or
the executive gives at least 60 days’ notice to the other of an intent not to extend. If we elect not to extend the
executive’s employment beyond October 6, 2012, or beyond the end of any applicable extension, and terminate
executive’s employment, such termination will be deemed to be a termination without cause for purposes of
severance benefits and the continuation of base compensation through the end of the applicable term. The
agreements also provide for a base annual salary which may be increased by our board of directors, incentive
compensation as determined by our compensation committee from time to time, and participation in our
company’s other employee benefit plans. In addition, each agreement includes change in control provisions that
entitle the executive to receive severance pay equal to 12 months of salary if there is a change in control of our
company and his employment is involuntarily terminated for any reason other than for cause, as defined in the
agreement, or death or disability. Each executive has also agreed to certain nondisclosure provisions during the
term of his employment and any time thereafter, and certain non-competition, non-recruitment and/or non-
interference provisions during the term of his employment and for a certain period thereafter. As of August 9,
2010, the current annual base salaries in effect for such executives under the foregoing employment agreements
were as follows: Mr. Wagenheim ($300,000), Mr. Gilbertson ($225,000), and Mr. Gilanfar ($202,860).

Development Agreement:

In April 2008, we entered into a development agreement with United Properties Investment LLC (“United
Properties™) for the development of up to 22 restaurants to be built between 2009 and 2012. United Properties
will be responsible for all costs related to the land and building of each restaurant. The development agreement
provides for a cooperative process between United Properties and our management for the selection of restaurant
sites and the development of restaurants on those sites and scheduling for the development and construction of
cach restaurant once a location is approved. The annual lease rate for fee-simple land and building developments
will be 9.5% and we will have the right of first offer to purchase these restaurants. Additionally, in the event
United Properties sells one of the buildings that it develops for us at an amount in excess of the threshold agreed
to by the parties in the agreement, then we will share in the profits of that sale. We assume no liability in the
event United Properties sells a building at a loss. We are not bound to authorize the construction of restaurants
during that time period, but generally cannot use another developer to develop or own a restaurant as long as the
development agreement is in effect. We can, however, use another developer if United Properties declines to
build a particular restaurant. We currently have no sites under development.

Off- balance sheet arrangements:

We have not entered into any off-balance sheet arrangements as it is not our business practice to do so.
Summary of contractual obligations:

The following table summarizes our obligations under contractual agreements and the timeframe within
which payments on such obligations are due. This table does not include amounts related to contingent rent as
such future amounts are not determinable. In addition, whether we would incur any additional expense on our
employment agreements depends upon the existence of a change in control of the company coupled with a

termination of employment or other unforeseeable events. Therefore, neither contingent rent nor severance
expense has been included in the following table.
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Payment due by period

Fiscal Year Fiscal Years Fiscal Years Fiscal Years
Contractual
Obligations Total 2010 2011-2012 2013-2014 Thereafter
Long-term debt,
principal $ 2257024 $ 130,924 $ 1,892282 $ 9,617 $ 224,200
Interest on long-term
debt 412,043 95,431 143,155 36,692 136,765
Capital lease
obligations,
including interest 64,631,201 2,397,461 9,002,536 8,547,231 44,683,972
Operating lease
obligations,
including interest 68,728,734 4,110,678 10,832,162 11,223,193 42,562,701
Purchase contracts* 1,185,804 251,020 350,326 238,964 345,494
Loan guarantee 38414 22,960 15,454 - -
Total obligations $137,253219 $ 7,008475 $ 22235915 $ 20,055,698 $ 87,953,131

*While we are contractually obligated to make these purchases, we have the contractual right to defer such
purchases into later years. However, if we defer such purchases into later years. we may incur additional charges.

Certain amounts do not sum due to rounding.

Based on our current operating trends, we believe we have sufficient capital to operate our business for
the foreseeable future. If, however, the existing levels of revenue and margins, or a combination of both, decrease
to levels unsustainable for continuing operations, or if we choose to develop additional locations, we will require
equity or debt financing to meet ongoing obligations.

Recent accounting pronouncements:

See the “Recently issued accounting standards™ section of Note 1 to our condensed consolidated financial
statements for a summary of new accounting literature.

Seasonality

We expect that our sales and earnings will fluctuate based on seasonal patterns. We anticipate that our
highest sales and earnings will occur in the second and third quarters due to the milder climate and availability of
outdoor seating during those quarters in our markets.

Inflation

The primary inflationary factors affecting our operations are food, supplies and labor costs. A large
percentage of our restaurant personnel is paid at rates based on the applicable minimum wage, and increases in the
minimum wage directly affect our labor costs. In the past, we have been able to minimize the effect of these
increases through menu price increases and other strategies. To date, inflation has not had a material impact on
our operating results.
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ITEM 3 Quantitative and Qualitative Disclosures about Market Risk

Our company is exposed to market risk from changes in interest rates on debt and changes in commodity
prices.

Changes in interest rates:

Pursuant to the terms of our long-term debt agreement with an independent financial institution, we will
have a balloon payment due of approximately $1.1 million in 2011. If it becomes necessary to refinance such
balloon balance, we may not be able to secure financing at the same interest rate. The effect of a higher interest
rate would depend upon the negotiated financing terms.

Changes in commodity prices:

Many of the food products and other commodities we use in our operations are subject to price volatility
due to market supply and demand factors outside of our control. Fluctuations in commodity prices and/or long-
term changes could have an adverse effect on us. These commodities are generally purchased based upon market
prices established with vendors. To manage this risk in part, we have entered into fixed price purchase
commitments, with terms typically up to one year, for many of our commodity requirements. We have entered
into contracts through 2014 with certain suppliers of raw materials (primarily hops) for minimum purchases both
in terms of quantity and pricing. As of June 29, 2010, our future obligations under such contracts aggregated
approximately $1.2 million.

Although a large national distributor is our primary supplier of food, substantially all of our food and
supplies are available from several sources, which helps to control commodity price risks. Additionally, we have
the ability to increase menu prices, or vary the menu items offered, in response to food product price increases. If,
however, competitive circumstances limit our menu price flexibility, our margins could be negatively impacted.

Our company does not enter into derivative contracts either to hedge existing risks or for speculative
purposes.

ITEM 4 Controls and Procedures
Evaluation of disclosure controls and procedures

We maintain a system of disclosure controls and procedures that is designed to ensure that information
required to be disclosed in our Exchange Act reports is recorded, processed, summarized and reported within the
time periods specified in the SEC's rules and forms, and that such information is accumulated and communicated
to our management, including our Chief Executive Officer and Chief Financial Officer, as appropriate, to allow
timely decisions regarding required disclosures.

Under the supervision and with the participation of our management, including our Chief Executive
Officer and Chief Financial Officer, we conducted an evaluation of our disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(¢) and 15d-15(¢)). Based on this evaluation, our Chief Executive Officer
and our Chief Financial Officer concluded that, as of June 29, 2010, our disclosure controls and procedures were
effective.

Changes in internal control over financial reporting
There were no changes in our internal control over financial reporting that occurred during the quarter

ended June 29, 2010 that have materially affected, or are reasonably likely to materially affect, our internal
control over financial reporting.
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PART II OTHER INFORMATION
ITEM1 Legal Proceedings

From time to time, lawsuits are threatened or filed against us in the ordinary course of business. Such
lawsuits typically involve claims from customers, former or current employees, and others related to issues
common to the restaurant industry. A number of such claims may exist at any given time. Although there can be
no assurance as to the ultimate disposition of these matters, it is management’s opinion, based upon the
information available as of August 9, 2010, that the expected outcome of these matters, individually or in the
aggregate, will not have a material adverse effect on the results of operation, liquidity or financial condition of our
company. In addition, some property owners have brought actions against us or our landlords arising out of our
withholding of rent during the period in which we are attempting to negotiate the lease terms. We believe these
actions have been stayed and will continue in abeyance while active negotiations are taking place with property
owners.

ITEM 1A Risk Factors

There have been no material changes with respect to the risk factors disclosed in our Annual Report on
Form 10-K for the fiscal year ended December 29, 2009 and our Quarterly Report on Form 10-Q for the fiscal
quarter ended March 29, 2010 filed with the Securities and Exchange Commission.

ITEM 2 Unregistered Sales of Equity Securities and Use of Proceeds

On June 25, 2010, we issued 1,678 shares of common stock upon the exercise for cash of a warrant for
the purchase of common stock originally issued on February 7, 2009 to one of our landlords. The foregoing
warrant had an exercise price of $1.58 per share and an expiration date of February 7, 2014,

The foregoing issuance was made in reliance upon the exemption provided in Section 4(2) of the
Securities Act. The certificate representing such securities contains a restrictive legend preventing sale, transfer
or other disposition, absent registration or an applicable exemption from registration requirements. The recipient
of such securities received, or had access to, material information concerning our company, including, but not
limited to, our reports on Form 10-K, Form 10-Q, and Form 8-K, as filed with the Securities and Exchange
Commission. No discount or commission was paid in connection with the issuance of common stock upon
exercise of such warrant.

ITEM 3 Defaults upon Senior Securities
None.
ITEM 4 (Removed and Reserved)
ITEM 5 Other Information
None.
ITEM 6 Exhibits

See “Index to Exhibits.”
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this
report to be signed on its behalf by the undersigned thereunto duly authorized.

GRANITE CITY FOOD & BREWERY LTD.

Date:  August 10, 2010 By: /s/ James G. Gilbertson
James G. Gilbertson
Chief Financial Officer
(As Principal Financial Officer and Duly
Authorized Officer of Granite City Food &
Brewery Ltd.)
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Exhibit
Number
3.1

3.2

4.1

42

10.1

10.2

10.3

31.1

31.2

32.1

322

INDEX TO EXHIBITS

Description

Articles of Incorporation of the Company, as amended (incorporated by reference to our
Registration Statement on Form S-3, filed on December 30, 2009 (File No. 333-164065)).

Amended and Restated Bylaws of the Company, dated May 2, 2007 (incorporated by reference to
our Current Report on Form 8-K, filed on May 4, 2007 (File No. 000-29643)).

Reference 1s made to Exhibits 3.1 and 3.2.

Specimen common stock certificate (incorporated by reference to our Current Report on Form 8-
K, filed on September 20, 2002 (File No. 000-29643)).

Amendment No. 3 to Executive Employment Agreement by and between the Company and
Steven J. Wagenheim, dated June 17, 2010.

Amendment No. 3 to Executive Employment Agreement by and between the Company and
James G. Gilbertson, dated June 17, 2010.

Amended and Restated Employment and Severance Agreement by and between the Company and
Darius H. Gilanfar, dated August 9, 2010.

Certification by Steven J. Wagenheim, President and Chief Executive Officer of the Company,
pursuant to Exchange Act Rule 13a-14(a), as adopted pursuant to Section 302 of the Sarbanes-
Oxley Act of 2002.

Certification by James G. Gilbertson, Chief Financial Officer of the Company, pursuant to
Exchange Act Rule 13a-14(a), as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of
2002.

Certification by Steven J. Wagenheim, President and Chief Executive Officer of the Company,
pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley
Act of 2002.

Certification by James G. Gilbertson, Chief Financial Officer of the Company, pursuant to 18
U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.



