




•
LEASE AGREEMENT

•
This LEASE AGREEMENT, made and entered into as of January 1,2002 (this "Agreement"),

by and between NEW YORK CITY INDUSTRIAL DEVELOPMENT AGENCY, a corporate
governmental agency constituting a body corporate and politic and a public benefit corporation of the
State of New York, duly organized and existing under the laws of the State ofNew York (the "Agency"),
party of the first part, having its principal office at 110 William Street, New York, New York 10038, and
SUNSET CITY WAREHOUSE LLC, a limited liability company duly organized and existing under the
laws of the State of Delaware (the "Lessee"), party of the second part, having its principal office at 241
41st Street, Brooklyn, New York 11232.

WITNESSETH:

WHEREAS, the New York State Industrial Development Agency Act, constituting Title 1 of
Article 18-A of the General Municipal Law, Chapter 24 of the Consolidated Laws of New York, as
amended (the "Enabling Act") authorizes and provides for the creation of industrial development
agencies in the several counties, cities, villages and towns in the State of New York and empowers such
agencies, among other things, to acquire, construct, reconstruct, lease, improve, maintain, equip and
furnish land, any building or other improvement, and all real and personal properties, including but not
limited to machinery and equipment, deemed necessary in connection therewith, whether or not now in
existence or under construction, which shall be suitable for manufacturing, warehousing, research,
commercial, industrial or civic purposes, to the end that such agencies may be able to promote, develop,
encourage, assist and advance the job opportunities, health, general prosperity and economic welfare of
the people of the State of New York and to improve their prosperity and standard ofliving; and

WHEREAS, pursuant to and in accordance with the provisions of the Enabling Act, the Agency
was established by Chapter 1082 of the 1974 Laws ofNew York, as amended (together with the Enabling
Act, the "Act") for the benefit of The City of New York and the inhabitants thereof; and

WHEREAS, to accomplish the purposes of the Act, the Agency has entered into negotiations
with the Lessee and City Merchandise Inc., Arrow Novelty Company, Inc., Souvenir Distribution, Inc.
and Young America Merchandise Corporation, corporations duly organized and existing under the laws
of the State of New York (collectively, the "Sublessee") and affiliated with the Lessee to induce the
Lessee and Sublessee to commence the acquisition, improvement and equipping of a commercial facility
"a project" within the meaning of the Act (the "Project") within the territorial boundaries of The City of
New York and located on that certain lot, piece or parcel of land generally known as and by the street
address 248/252 40th (alk/a 243/263 41st Street), Brooklyn, New York 11232 (the "Land") and
otherwise described in Exhibit A attached hereto; and

WHEREAS, the Project will consist of the acquisition of the Land and the acquisition,
improvement and equipping of one building with an aggregate square footage of approximately 31,000
square feet all for use by the Lessee and Sublessee as warehousing and commercial space in connection
with their souvenir business (the Land and all buildings, structures and other improvements now or
hereafter located thereon, and all fixtures and appurtenances and additions thereto and substitutions and
replacements thereof, now or hereafter attached to or contained in or located on the Land and/or the
buildings and improvements located thereon or placed on any part thereof, and attached thereto, which are
used or usable in connection with the present or future operation thereof or the activities at any time
conducted therein and certain machinery, equipment and other tangible personal property (and all repairs,
replacements, improvements and substitutions thereof or therefor, and all parts, additions and accessories
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EDC shall mean New York City Economic Development Corporation, a not-for-profit local 

development corporation organized under the laws of the State of New York, and its successors or 
assigns. 

Eligible Materials shall mean construction materials and tangible personal property to be used 
by the Lessee to make capital improvements on the Facility Realty. 

Event of Default shall have the meaning specified in Section 7.1 hereof. 

Exempt Property shall mean only the materials to be used with respect to the acquisition, 
renovation and improvement of the Facility Realty in connection with the Project on or before the date of 
completion of the Project (as evidenced in accordance with Section 2.2 hereof) for incorporation in the 
Facility or for use in connection with the Facility. 

Facility shall mean, collectively, the Facility Realty and the Facility Equipment. 

Facility Equipment shall mean that machinery, equipment and other tangible personal property 
acquired and installed in accordance with the Sales Tax Letter as part of the Project pursuant to Section 
2.2 hereof, together with all repairs, replacements, improvements, substitutions and renewals thereof or 
therefor and all parts, additions and accessories incorporated therein or affixed thereto (but excluding 
Lessee's Property within the meaning of Section 4.1(c) hereof or Existing Facility Property released 
pursuant to Section 4.2 hereof), as more particularly described in Exhibit B "Description of the Facility 
Equipment" hereto, which is made a part of this Agreement. "Facility Equipment" shall not include (i) 
rolling stock, (ii) any item of personalty which shall have a useful life of less than one year or which shall 
not constitute a tangible capital asset, (iii) plants, shrubs, trees, flowers, lawns or plants, or (iv) fine art, 
objects d'art or other similar decorative items. 

Facility Realty shall mean, collectively, the Land and the Improvements. 

Final Project Cost Budget shall mean that certain budget of costs paid or incurred for the Project 
to be submitted by the Lessee pursuant to Section 2.2 hereof upon completion of the Project, which 
budget will include a comparison with the Project Cost Budget, and indicate the source of funds (i.e., 
borrowed funds, equity, etc.) for each cost item. 

First Mortgage shall mean the First Mortgage referred to in the recitals to this Agreement and 
shall include any and all amendments thereof and supplements thereto hereafter made in conformity 
therewith. 

First Mortgage Note shall mean the First Mortgage Note referred to in the recitals to this 
Agreement and shall include any and all amendments thereof and supplements thereto hereafter made in 
conformity with the First Mortgage. 

First Mortgagee shall mean Independence Community Bank, a banking corporation organized 
and existing under the laws of the State of New York, and its successors and assigns under the First 
Mortgage and the Bridge Mortgage. 

Fiscal Year of the Lessee shall mean a year of 365 or 366 days, as the case may be, commencing 
on January 1 and ending on December 31 of each calendar year, or such other fiscal year of similar length 
used by the Lessee for accounting purposes as to which the Lessee shall have given prior written notice 
thereof to the Agency at least ninety (90) days prior to the commencement thereof. 
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Guarantors shall mean the Lessee, the Sublessee and Jack Gindi. 

Guaranty Agreement shall mean the Guaranty Agreement, of even date herewith, from the 
Guarantors to the Agency, and shall include any and all amendments thereof and supplements thereto 
hereafter made in conformity therewith. 

Improvements shall mean all buildings, structures, foundations, related facilities, fixtures and 
other improvements existing on the Commencement Date or at any time made, erected or situated on the 
Land (including any improvements made as part of the Project pursuant to Section 2.2 hereof) and all 
replacements, improvements, extensions, substitutions, restorations, repairs or additions thereto. 

Independent Accountant shall mean an independent certified public accountant or firm of 
independent certified public accountants selected by the Lessee and approved by the Agency (such 
approval not to be unreasonably withheld). 

Land shall mean that certain lots, pieces or parcels of land generally known by the street address 
248/252 40th (alk/a 243/263 41st Street), Brooklyn, New York 11232, all as more particularly described 
in Exhibit A - "Description of the Land" hereto, which is made a part hereof, together with all easements, 
rights and interests now or hereafter appurtenant or beneficial thereto; but excluding, however, any real 
property or interest therein released pursuant to Section 6.4 hereof. 

Lessee shall mean Sunset City Warehouse, LLC, a limited liability company duly formed, validly 
existing and in good standing under the laws of the State of Delaware, and its permitted successors and 
assigns pursuant to Sections 6.1 or 9.3 hereof. 

Lessee's Property shall have the meaning specified in Section 4.l{c) hereof. 

Liens shall have the meaning specified in Section 6.5(a) hereof. 

Loss Event shall have the meaning specified in Section 5.1(a) hereof. 

Mortgages shall mean, collectively, the First Mortgage, the Bridge Mortgage and the Second 
Mortgage referred to in the recitals to this Agreement and shall include any and all amendments thereof 
and supplements thereto hereafter made in conformity therewith. 

Mortgage Notes shall mean, collectively, the First Mortgage Note, the Bridge Mortgage and 
Second Mortgage Note referred to in the recitals to this Agreement and shall include any and all 
amendments thereof and supplements thereto hereafter made in conformity with the Mortgages. 

Net Proceeds shall mean, when used with respect to any insurance proceeds or condemnation 
award, compensation or damages, the gross amount of any such proceeds, award, compensation or 
damages less all expenses (including reasonable attorneys' fees and any extraordin¥)' expenses of the 
Agency, the First Mortgagee, the Bridge Loan Mortgagee and/or the Second Mortgagee) incuqed in the 
collection thereof. 

Opinion of Counsel shall mean a written opinion of counsel for the Lessee who shall be 
reasonably acceptable to the Agency. 

Permitted Encumbrances shall mean: 

(i) this Agreement, the Sublease Agreement and the Mortgages; 
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(ii) the Lessee shall remain primarily liable to the Agency for the payment of all Rental 
Payments hereunder and for the full performance of all of the terms, covenants and conditions of 
this Agreement and of any other Project Document to which it shall be a party; 

(iii) any assignee or transferee of the Lessee or any sublessee in whole of the Facility 
shall have assumed in writing (and shall have executed and delivered to the Agency an instrument 
in form for recording) and have agreed to keep and perform all of the terms of this Agreement on 
the part of the Lessee to be kept and performed, shall be jointly and severally liable with the 
Lessee for the performance thereof, shall be subject to service of process in the State, and, if a 
corporation, shall be qualified to do business in the State; 

{iv) any assignee, transferee or sublessee shall utilize the Facility as an Approved Facility 
and a qualified "project" within the meaning of the Act; 

(v) such assignment, transfer or sublease shall not violate any provision of this 
Agreement or any other Project Document; 

(vi) with respect to any subletting in part, the term of each such sublease does not exceed 
five (5) years and at any given date, no more than an aggregate of twenty percent (20%) of the 
Facility Realty would be subleased by the Lessee; 

(vii) in the Opinion of Counsel, such assignment; transfer or sublease shall not legally 
impair in any respect the obligations of the Lessee for the payment of all Rental Payments nor for 
the full performance of all of the terms, covenants and conditions of this Agreement or of any 
other Project Document to which the Lessee shall be a party, nor impair or limit in any respect the 
obligations of any Guarantor under the Guaranty Agreement; 

(viii) such sublease shall in no way diminish or impair the Lessee's obligation to carry the 
insurance required under Section 4.5 of this Agreement and the Lessee shall furnish written 
evidence satisfactory to the Agency that such insurance coverage shall in no manner be limited by 
reason of such assignment, transfer or sublease; and 

(ix) each such sublease contains such other provisions as the Agency may reasonably 
require. 

The Lessee shall furnish or cause to be furnished to the Agency a copy of any such assignment, 
transfer or sublease in substantially final form at least thirty (30) days prior to the date of execution 
thereof. 

(b) Any consent by the Agency to any act of assignment, transfer or sublease shall be held to 
apply only to the specific transaction thereby authorized. Such consent shall not be construed as a waiver 
of the duty of the Lessee, or the successors or assigns of the Lessee, to obtain from the Agency consent to 
any other or subsequent assignment, transfer or sublease, or as modifying or limiting the rights of the 
Agency under the foregoing covenant by the Lessee. 

(c) If the Facility or any part thereof is sublet or occupied by any Person other than the Lessee 
or any Sublessee, the Agency, in the event of the Lessee's default in the payment of Rental Payments 
hereunder may, and is hereby empowered to, collect Rental Payments from the sublessee or occupant 
during the continuance of any such default. In case of such event, the Agency may apply the net amount 
received by it to the Rental Payments herein provided, and no such collection shall be deemed a waiver of 
the covenant herein against assignment, transfer or sublease of this Agreement, or constitute the 
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