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LEASE AGREEMENT 

THIS LEASE AGREEMENT, made and entered into as of April 1, 1999, 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 of New York 
(the "Agency"), having its principal office at 110 William Street, New York, New York, 10038 
party of the first part, and WA YNE-O, LLC, a limited liability company organized and existing 
under and by virtue of the laws of the State of New York ("Wayne-O"), O'WAYNE 
ENTERPRISES, INC., a corporation organized and existing under and by virtue of the laws of 
the State of New York ("O'Wayne") and MORRISON'S PASTRY CORP., a corporation 
organized and existing under and by virtue of the laws of the State of New York ("Morrison's", 
and together with O'Wayne and Wayne-O, the "Lessees"), each having its principal office at 49-
01 Maspeth Avenue, Maspeth, New York, party of the second part: 

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 and 
which may include or mean an industrial pollution control facility 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 of living; 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 of New 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 Wayne-O, O'Wayne and Morrison's, to induce the Lessees to commence with 
the acquisition, renovation and equipping of a manufacturing facility (the "Facility") consisting 
of the acquisition of an approximately 40,000 square foot parcel of real property located at 49-01 
Maspeth A venue, Maspeth, New York, the construction of improvements and renovations to an 
approximately 30,000 square foot building thereon, and the acquisition and installation of 
machinery and equipment in connection therewith, all for the manufacturing of baked goods (the 
"Project") and to locate such Facility within The City of New York, such Facility Realty of the 
Project to be leased to Wayne-O with a portion of the Facility Equipment to be leased to O'Wayne 
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and the remainder of the Facility Equipment to be leased to Morrison's, and such Facility Realty 
to be subleased by Wayne-O to each of O'Wayne and Morrison's (Morrison's and O'Wayne are 
collectively referred to herein as the "Sub lessees"), and in furtherance of said purpose, on January 
12, 1999, the Agency adopted a resolution authorizing the Project, and undertaking to pennit the 
issuance of its revenue bonds to finance such Project; and 

WHEREAS, Agency financing assistance is necessary to provide employment in, 
and is beneficial for the economy of, The City of New York and is reasonably necessary to induce 
the Lessees to proceed with the Project; and 

WHEREAS, the Agency, in order to provide funds for a portion of the cost of the 
Project and for incidental and related costs thereto, will issue and sell its Industrial Development 
Revenue Bonds (1999 Morrison's Pastry Corp. Project), in the aggregate principal amount of 
$3,100,000 (the "Series 1999 Bonds") pursuant to the Act, a resolution of the Agency adopted on 
January 12, 1999 and an Indenture of Trust of even date herewith by and between the Agency and 
United States Trust Company of New York, as Trustee, securing said Bonds; and 

WHEREAS, concurrently with the execution hereof, (i) the Agency will grant 
mortgage liens on and security interests in the Facility to the Trustee as security for the Series 
1999 Bonds; and (ii) the payment of the principal of, redemption premium, if applicable, and 
interest on the Series 1999 Bonds, and the payments, obligations, covenants and agreements of 
the Lessees under the Lease Agreement and the Sublessees under the Sublease Agreement, will 
be guaranteed by Wayne-O, O'Wayne and Morrison's, and by Wayne Wattenberg, Member of 
Wayne-O, Director of O 'Wayne and President of Morrison's, and by Owen Mester, Member of 
Wayne-O, President of O'Wayne, all pursuant to the terms of a guaranty agreement with the 
Trustee dated the date hereof; 

NOW, THEREFORE, in consideration of the premises and the respective 
representations and agreements hereinafter contained, the parties hereto agree as follows (provided 
that in the perfonnance of the agreements of the Agency herein contained, any obligation it may 
incur for the payment of money shall not subject the Agency to any pecuniary or other liability 
nor create a debt of the State of New York or of The City of New York, and neither the State of 
New York nor The City of New York shall be liable on any obligation so incurred, but any such 
obligation shall be payable solely out of the lease rentals, revenues and receipts derived from or 
in connection with the Facility, including moneys received under this Lease Agreement): 
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• 
ARTICLE I 

Definitions and Representations 

I-1. 

Section 1.1. Definitions. Terms not otherwise defined herein shall have the same 
meanings as used in the Indenture or the Tax Regulatory Agreement hereinbelow defined. The 
following terms shall have the following meanings in this Lease Agreement: 

Agency shall mean the New York City Industrial Development Agency, a corporate 
governmental agency constituting a body corporate and politic and a public benefit corporation 
of the State, duly organized and existing under the laws of the State, and any body, board, 
authority, agency or other governmental agency or instrumentality which shall hereafter succeed 
to the powers, duties, obligations and functions thereof. 

Agency Mortgage shall mean, collectively, the Agency Mortgage and Security 
Agreement (Acquisition Loan), the Agency Mortgage and Security Agreement (Building Loan) 
and the Agency Mortgage and Security Agreement (Indirect Loan), each of even date herewith, 
from the Agency and the Lessees to the Trustee, and shall include any and all amendments thereof 
and supplements thereto and assignment of interests therein hereafter made in conformity 
therewith and with the Indenture. 

Agreement shall mean this Lease Agreement, dated as of April 1, 1999, between 
the Agency and the Lessees, and shall include any and all amendments and supplements thereto 
hereafter made in conformity herewith and with the Indenture. 

Authorized Representative shall mean, (i) in the case of the Agency, the Chairman, 
Vice Chairman, Treasurer, Assistant Treasurer, Secretary, Assistant Secretary, Executive 
Director, Deputy Executive Director or General Counsel of the Agency, or any officer or 
employee of the Agency authorized to perform specific acts or to discharge specific duties, (ii) 
in the case of the Wayne-O, a Member, (iii) in the case of either Morrison's or O'Wayne, its 
President, any Vice President, Treasurer, Assistant Treasurer, Secretary or Assistant Secretary, 
and (iv) in the case of the Individual Guarantors, the Individual Guarantors or their duly 
authorized attorney-in-fact. 

Bonds shall mean the Series 1999 Bonds and any Additional Bonds. 

Code shall mean the Internal Revenue Code of 1986, as amended, including the 
regulations thereunder 

Eligible Materials shall mean all construction materials used in the construction of 
the Facility and all tangible personal property in each case acquired by the Lessees as agent for 
and on behalf of the Agency pursuant to the Sales Tax Letter in connection with the Project on 
or before the completion of the Project for incorporation in the Facility. 

Event of Default shall have the meaning specified in Section 7 .1 hereof. 
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I-2. 

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

Facility Equipment shall mean those items of equipment the title to which shall be 
acquired by or on behalf of the Agency for installation or use at the Facility Realty as part of the 
Project pursuant to Section 2.1 of this Lease Agreement and described in the Description of 
Facility Equipment (O'Wayne) and the Description of Facility Equipment (Morrison's) in the 
Appendices attached hereto and made a part hereof, together with all repairs, replacements, 
improvements, substitutions and renewals thereof or therefor, and all parts, additions and 
accessories incorporated therein or affixed thereto. Facility Equipment shall, in accordance with 
the provisions of Sections 4. 2 and 5 .1 of this Lease Agreement, include all property substituted 
for or replacing items of Facility Equipment and exclude all items of Facility Equipment so 
substituted for or replaced, and further exclude all items of Facility Equipment removed as 
provided in Section 4.2 of this Lease Agreement. 

Facility Realty shall mean the land described in the Description of Facility Realty 
in the Appendices hereto, to the Sublease Agreement, to the Indenture and to the Agency 
Mortgage, and all rights or interests therein or appertaining thereto, together with all structures, 
buildings, foundations, related facilities, fixtures (other than trade fixtures) and other 
improvements now or at any time made, erected or situated thereon (including the improvements 
made pursuant to Section 2.1 hereof), and all replacements, improvements, extensions, 
substitutions, restorations, repairs or additions thereto; but excluding, however, any real property 
or interest therein released pursuant to Section 6.4 hereof. 

Fiscal Year of the Lessees shall mean a year of 365 or 366 days, as the case may 
be, commencing on September 1 and ending on August 30, or such other year of similar length 
as to which the Lessees shall have given prior written notice thereof to the Agency and the Trustee 
at least ninety (90) days prior to the commencement thereof. 

Indenture shall mean the Indenture of Trust of even date herewith by and between 
the Agency and the Trustee, as from time to time amended or supplemented by Supplemental 
Indentures in accordance with Article XI of the Indenture. 

Lessees shall mean, collectively, each of Wayne-O, LLC, a limited liability 
company organized and existing under and by virtue of the laws of the State of New York, 
O'Wayne Enterprises, Inc., a corporation organized and existing under and by virtue of the laws 
of the State of New York and Morrison's Pastry Corp., a corporation organized and existing under 
and by virtue of the laws of the State of New York, and each of their respective permitted 
successors and assigns pursuant to Sections 6.1 or 9.3 hereof (including any surviving, resulting 
or transferee entities as provided in Section 6.1 hereof). 

Net Proceeds shall mean, when used with respect to any insurance proceeds or 
condemnation award, compensation or damages, the gross amount from any such proceeds, 
award, compensation or damages less all expenses (including attorneys' fees and any extraordinary 
expenses of the Agency or the Trustee) incurred in the collection thereof. 
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I-3. 

Prohibited Person shall mean: 

(i) any Person (A) who is in default or in breach, beyond any applicable 
grace period, of its obligations under any material written agreement with the City or the 
Agency, or (B) who directly or indirectly controls, is controlled by, or is under common 
control with, a Person who is in default or in breach, beyond any applicable grace period, 
of its obligations under any material written agreement with the City or the Agency, unless 
such default or breach has been waived in writing by the City or the Agency, respectively; 

(ii) any Person (A) who has been convicted in a criminal proceeding for 
a felony or any crime involving moral turpitude or who is an organized crime figure or is 
reputed to have substantial business or other affiliations with an organized crime figure, 
or (B) who directly or indirectly controls, is controlled by, or is under common control 
with a Person who has been convicted in a criminal proceeding for a felony or any crime 
involving moral turpitude or who is an organized crime figure or is reputed to have 
substantial business or other affiliations with an organized crime figure; 

(iii) any government, or any Person who, directly or indirectly, is 
controlled (rather than only regulated) by a government, that is finally determined to be 
in violation of (including, but not limited to, any participant in an international boycott in 
violation of) the Export Administration Act of 1979, or its successor, or the regulations 
issued pursuant thereto, or any government, or any Person who, directly or indirectly, is 
controlled (rather than only regulated) by a government, that is subject to the regulations 
or controls thereof; or 

(iv) any government, or any Person who, directly or indirectly, is 
controlled (rather than only regulated) by a government, the effects of the activities of 
which are regulated or controlled pursuant to regulations of the United States Treasury 
Department or executive orders of the President of the United States of America issued 
pursuant to the Trading with the Enemy Act of 1917, as amended (including the Arms 
Export Control Act of 1979, as amended). 

Project shall mean the acquisition, renovation and equipping of the Facility more 
particularly described in the Description of Project in the Appendices hereto. 

Sales Tax Benefit shall mean the sales and use tax exemptions conferred upon the 
Lessees pursuant to the Sales Tax Letter until the earliest of (x) April 1, 2000, and (y) the date 
of completion of the Project as provided in Section 2.2 of this Agreement or (z) the termination 
of this Agreement. 

Sales Taxes shall mean New York City and New York State sales and/or 
compensating use taxes imposed pursuant to Sections 1105, 1107, 1109 and 1110 of the New 
York State Tax Law, as each of the same may be amended from time to time (including any 
successor provisions to such statutory sections). 
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1-4. 

Sales Tax Letter shall mean the Letter of Authorization for Sales Tax Exemption, 
which the Agency shall make available to the Lessees in accordance with and substantially in the 
form set forth in the appendices to this Agreement. 

Series 1999 Bonds shall mean the $3,100,000 Industrial Development Revenue 
Bonds (1999 Morrison's Pastry Corp. Project) of the Agency issued, executed, authenticated and 
delivered under the Indenture. 

Sublease Agreement shall mean the Sublease Agreement of even date herewith 
between Wayne-O and the Sublessees, and shall include any and all amendments thereof and the 
supplements thereto hereafter made in conformity therewith and with the Indenture. 

Sublessees shall mean, collectively, O'Wayne Enterprises, Inc., a corporation 
organized and existing under and by virtue of the laws of the State of New York, and Morrison's 
Pastry Corp., a corporation organized and existing under and by virtue of the laws of the State 
of New York, and their respective permitted successors and assigns pursuant to the Sublease 
Agreement (including any surviving, resulting or transferee corporation). 

Tax Regulatory Agreement shall mean the Tax Regulatory Agreement of even date 
herewith from the Agency and the Lessees to the Trustee, and shall include any and all 
amendments thereof and supplements thereto hereafter made in conformity therewith and with the 
Indenture. 

Trustee shall mean United States Trust Company of New York, New York, New 
York, in its capacity as Trustee, and its successors in such capacity and their assigns hereafter 
appointed in the manner provided in the Indenture. 

Section 1.2. Construction. In this Agreement, unless the context otherwise 
requires: 

(a) The terms "hereby", "hereof", "hereto", "herein", "hereunder" and any 
similar terms, as used in this Agreement, refer to this Agreement, and the term "hereafter" shall 
mean after, and the term "heretofore" shall mean before, the date of the execution and delivery 
of this Agreement. 

(b) Words of the masculine gender shall mean and include correlative words 
of the feminine and neuter genders and words importing the singular number shall mean and 
include the plural number and vice versa. 

(c) Words importing persons shall include firms, associations, partnerships 
(including limited partnerships), trusts, corporations and other legal entities, including public 
bodies, as well as natural persons. 
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1-5. 

(d) Any headings preceding the texts of the several Articles and Sections of this 
Agreement, and any table of contents appended to copies hereof, shall be solely for convenience 
of reference and shall not constitute a part of this Agreement, nor shall they affect its meaning, 
construction or effect. 

Section 1. 3. Representations and Warranties by Agency. The Agency makes the 
following representations and warranties: 

(a) The Agency is a corporate governmental agency constituting a body corporate 
and politic and a public benefit corporation duly organized and existing under the laws of the 
State, and is authorized and empowered to enter into the transactions contemplated by this 
Agreement and to carry out its obligations hereunder. By proper action of its members, the 
Agency has duly authorized the execution and delivery of this Agreement. 

(b) In order to finance a portion of the cost of the Project, the Agency proposes 
to issue the Series 1999 Bonds in the aggregate principal amount of $3, 100,000. The Series 1999 
Bonds will mature, bear interest, be redeemable and have the other terms and provisions set forth 
in the Indenture. 

(c) Prior to the issuance of the Series 1999 Bonds, the Agency will duly make 
the election provided for under Section 144(a)(4)(A) of the Code. 

Section 1.4. Findings by Agency. The Agency, based upon the representations 
and warranties of the Lessees contained in this Agreement and the Sublease Agreement and the 
information contained in the application and other materials heretofore submitted by or on behalf 
of the Lessees to the Agency, hereby finds and determines that the financing of a portion of the 
costs of the Project by the Agency and the leasing thereof to the Lessees for sublease to the 
Sublessees is reasonably necessary to induce the Lessees to proceed with the Project. 

Section 1. 5. Representations and Warranties by the Lessees. Each Lessee makes 
the following representations and warranties with respect to its interest: 

(a) Wayne-O is a limited liability company duly organized, validly existing and 
in good standing under the laws of the State of New York, is not in violation of any provision of 
its articles of organization or operating agreement, has the power and authority to own its property 
and assets, to carry on its business as now being conducted by it and to execute, deliver and 
perform this Agreement. Wayne-O is duly qualified to do business in every jurisdiction in which 
such qualification is necessary. 

(b) O'Wayne is a corporation duly organized, validly existing and in good 
standing under the laws of the State of New York, is not in violation of any provision of its 
certificate of incorporation or by-laws, has the power and authority to own its property and assets, 
to carry on its business as now being conducted by it and to execute, deliver and perform this 
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Agreement. O'Wayne is duly qualified to do business in every jurisdiction in which such 
qualification is necessary. 

(c) Morrison's is a corporation duly organized, validly existing and in good 
standing under the laws of the State of New York, is not in violation of any provision of its 
certificate of incorporation or by-laws, has the power and authority to own its property and assets, 
to carry on its business as now being conducted by it and to execute, deliver and perform this 
Agreement. Morrison's is duly qualified to do business in every jurisdiction in which such 
qualification is necessary. 

(d) The execution, delivery and performance of this Agreement and the 
consummation of the transactions herein contemplated have been duly authorized by all requisite 
action on the part of the Lessees and will not violate any provision of law, any order of any court 
or agency of government, or the articles of organization or operating agreement of Wayne-O or 
the certificates of incorporation or by-laws of either O'Wayne or Morrison's, or any indenture, 
agreement or other instrument to which the Lessees are a party or by which they or any of their 
property is subject to or bound, or be in conflict with or result in a breach of or constitute (with 
due notice and/ or lapse of time) a default under any such indenture, agreement or other instrument 
or result in the imposition of any lien, charge or encumbrance of any nature whatsoever other than 
Permitted Encumbrances. 

(e) Expenses for supervision by the officers or employees of the Lessees, and 
expenses for work done by such officers or employees in connection with the Project, will be 
included as a Project Cost only to the extent that such Persons were specifically employed for such 
particular purpose, the expenses do not exceed the actual cost thereof and are to be treated on the 
books of the Lessees as a capital expenditure in conformity with generally accepted accounting 
principles applied on a consistent basis. 

(f) The assistance of the Agency in the financing of a portion of the costs of 
the Project is reasonably necessary to induce the Lessees to proceed with the Project. 

(g) The completion of the Project will not result in the removal of an industrial, 
manufacturing, warehousing or commercial plant or facility of the Lessees or any Affiliate of any 
thereof from outside the City (but within the State of New York) to within the City or in the 
abandonment of one or more of such plants or facilities of the Lessees or any Affiliate of any 
within the State but outside of the City. 

(h) The total cost of the Project being funded with the Series 1999 Bonds is at 
least $3,100,000, which represents only a portion of the total cost to the Lessees. 

(i) Any costs incurred with respect to that part of the Project paid from the 
proceeds of the sale of the Series 1999 Bonds shall be capable of being treated on the books of the 
Lessees as capital expenditures in conformity with generally accepted accounting principles applied 
on a consistent basis. 
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G) The property included in the Facility is either property of the character 
subject to the allowance for depreciation under Section 167 of the Code, or land. 

(k) No part of the proceeds of the Series 1999 Bonds will be used to finance 
inventory or will be used for working capital. 

(1) The Project is included within the definition of "project" under the Act. 

(m) This Agreement and the other Security Documents to which the Lessees are 
a party constitute the legal, valid and binding joint and several obligations of the Lessees 
enforceable against the Lessees in accordance with their respective terms subject to equitable 
remedies, creditors rights and bankruptcy. 

(n) The Project has been designed, and the operation of the Project will be, in 
compliance with all applicable Federal, State and local laws or ordinances (including rules and 
regulations) relating to zoning, building, safety and environmental quality. 

(o) There is no action or proceeding pending or to the best knowledge of the 
Lessees threatened by or against the Lessees by or before any court or administrative agency that 
might adversely affect the ability of the Lessees to perform their obligations under this Agreement 
and each other Security Document to which any of the Lessees shall be a party and all 
authorizations, consents and approvals of governmental bodies or agencies required to be obtained 
by the Lessees as of the date hereof in connection with the execution and delivery of this 
Agreement and each other Security Document to which any of the Lessees shall be a party or in 
connection with the performance of the obligations of the Lessees hereunder and under each of 
the Security Documents have been obtained. 

(p) The Lessees intend to operate the Facility or cause the Facility to be 
operated in accordance with this Agreement and as a qualified "project" in accordance with and 
as defined under the Act. 

( q) No part of the proceeds of the Series 1999 Bonds will be used to finance a 
project where facilities or property that are primarily used in making retail sales to customers who 
personally visit such facilities constitute more than one third of the total project cost. For 
purposes of this representation, retail sales shall mean: (i) sales by a registered vendor under 
article twenty-eight of the tax primarily engaged in the retail sale of tangible personal property, 
as defined in subparagraph (i) of paragraph four of subdivision (b) of section eleven hundred one 
of the tax law; or (ii) sales of a service to such customers. 

(r) There is no existing violation against the Facility filed by any court or 
administrative agency that may prohibit the ability of the Lessees to use or operate the Facility for 
their intended purposes or for which the Lessees have not agreed or made arrangements to have 
removed and satisfied of record. 
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(s) None ofWayne-0, O'Wayne or Morrison's nor any Affiliate of any thereof 
is a Prohibited Person. 

(t) The majority of the equitable and voting ownership interests of Wayne-0 
are owned by the same individuals who own and control the majority of the equitable and voting 
ownership interest of O'Wayne and Morrison's. 

(u) The aggregate rentable square footage of the improvements constituting part 
of the Facility is approximately 30,000 rentable square feet. 

(v) The aggregate square footage of the unimproved Facility Realty (land) is 
approximately 10,000 square feet. 

(w) The Fiscal of each of the Lessees is that 365 or 366 day period, as the case 
may be, commencing on September 1, and ending on August 30. 
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ARTICLE II 
The Project 

II-1. 

Section 2.1. The Project. (a) Wayne-0 shall cause to be conveyed to the Agency 
at the time of the delivery and payment of the Series 1999 Bonds good and marketable title in fee 
simple to the Facility Realty and to such items of the Facility Equipment as shall have been 
acquired at the time of such delivery and payment, in each case free and clear of all liens, claims, 
charges, encumbrances, security interests and servitudes other than Permitted Encumbrances, all 
against payment therefor by the Agency from the proceeds of the Series 1999 Bonds deposited in 
the Project Fund to the extent permitted in Section 2.2 hereof and Section 5.02 of the Indenture. 

(b) As promptly as practicable after receipt of the proceeds of sale of the Series 
1999 Bonds and out of said proceeds of sale, the Agency will, subject to the provisions of 
Section 2.2 hereof, cause the Lessees, on behalf of the Agency, to complete the Project 
substantially in accordance with the Plans and Specifications. The cost of the Project shall be paid 
from the Project Fund established under the Indenture or as otherwise provided in Section 2.2 
hereof. All contractors, materialmen, vendors, suppliers and other companies, firms or persons 
furnishing labor, services or materials for or in connection with the Project shall be designated by 
the Lessees. The Project work shall be supervised by Owen Mester or Wayne Wattenberg, each 
of whom is hereby appointed the Project Supervisor and, in the event said person resigns or 
becomes incapable of undertaking or carrying out his duties hereunder, the Agency upon 
recommendation of the Lessees shall appoint a successor. 

(c) In order to accomplish the purposes of the Agency, and to assure the 
effectuation of the Project in conformity with the requirements of the Lessees, the Lessees have 
undertaken to proceed with the design of the Project, the preparation of the Facility site and the 
completion of the Project work. The Lessees agree to complete the Project on behalf of the 
Agency under the supervision of the Project Supervisor. 

(d) The Lessees shall pay (i) all of the costs and expenses in connection with 
the preparation of any instruments of conveyance and transfer of the Facility to the Agency, the 
delivery of any instruments and documents and their filing and recording, if required, (ii) all taxes 
and charges payable in connection with such conveyance and transfer, or attributable to periods 
prior to the conveyance and transfer, to the Agency as set forth in Section 2. l(a) hereof, and (iii) 
all shipping and delivery charges and other expenses or claims incurred in connection with the 
Project. 

(e) The Lessees covenant that they will obtain or cause to be obtained all 
necessary approvals from any and all governmental agencies with respect to the Project, all of 
which will be done in compliance with all Federal, State and local laws, ordinances and 
regulations applicable thereto and with the conditions and requirements of all policies of insurance 
with respect to the Facility and this Agreement. Upon completion of the Project, the Lessees will 
as promptly as practicable obtain or cause to be obtained all required occupancy and operation 
permits, authorizations and licenses from appropriate authorities, if any be required, authorizing 
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the occupancy, operation and use of the Facility for the purposes contemplated by this Agreement 
and shall furnish copies of same to the Agency and the Trustee immediately upon receipt thereof. 

(f) Upon request, the Lessees will extend to the Trustee all vendors' warranties 
received by the Lessees in connection with the Project, including any warranties given by 
contractors, manufacturers or service organizations who perform work with respect to the Project. 

(g) The Lessees shall take such action and institute such proceedings as shall 
be reasonably necessary to cause and require all contractors and material suppliers to complete 
their contracts diligently in accordance with the terms of said contracts, including, without 
limitation, the correcting of any defective work, with all expenses incurred by the Lessees or the 
Agency in connection with the performance of their obligations under this Section to be considered 
a Project Cost. Any amounts in excess of $100,000 recovered by way of damages, refunds, 
adjustments or otherwise in connection with the foregoing, after deduction of expenses incurred 
in such recovery, if recovered prior to the date of completion of the Project, shall be deposited 
into the Project Fund and made available for payment of Project Costs, or if recovered after such 
date of completion, be deposited in the Redemption Account of the Bond Fund. 

Section 2.2. Completion by Lessees. The Lessees unconditionally covenant and 
agree that they will complete the Project, or cause the Project to be completed, by April 1, 2000 
subject to Section 9.2 hereof, and that such completion will be effected in a first-class 
workmanlike manner, using high-grade materials, free of defects in materials or workmanship 
(including latent defects), as applicable, and in accordance with this Agreement and the Indenture. 
In the event that moneys in the Project Fund are not sufficient to pay the costs necessary to 
complete the Project in full, the Lessees shall pay that portion of such costs of the Project as may 
be in excess of the moneys therefor in said Project Fund and shall not be entitled to any 
reimbursement therefor from the Agency, the Trustee or the Holders of any of the Bonds ( except 
from the proceeds of Additional Bonds which may be issued for that purpose), nor shall the 
Lessees be entitled to any diminution of the rents payable or other payments to be made under this 
Agreement. 

The date of completion for the Project shall be evidenced to the Agency and the 
Trustee by a certificate of the Project Supervisor stating, except for any costs not then due and 
payable or the liability for payment of which is being contested or disputed in good faith by the 
Lessees, (i) the date of completion of the Project, (ii) that the Project has been completed 
substantially in accordance with the Plans and Specifications and in a workmanlike manner, as 
evidenced by an architect's or engineer's certificate, and that all labor, services, materials and 
supplies used therefor have been paid for, (iii) that all other facilities necessary in connection with 
the Project have been completed and all costs and expenses incurred in connection therewith have 
been paid, (iv) that based upon the title policy, the Agency has good and valid title to all property 
constituting part of the Facility and all property of the Facility is subject to this Agreement and 
the Sublease Agreement and the lien and security interest of the Agency Mortgage, (v) that, in 
accordance with all applicable laws, regulations, ordinances and guidelines, the Facility has been 
made ready for occupancy, use and operation for its intended purposes, and (vi) the amount, if 
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any, required in his opinion for the payment of any remaining part of the costs of the Project. 
Such certificate shall further certify as to the determination of the Rebate Amount as provided in 
the Tax Regulatory Agreement and the Indenture and shall direct any transfer to, or make 
payments of amounts for deposit in, the Rebate Fund. Notwithstanding the foregoing, such 
certificate shall state (x) that it is given without prejudice to any rights of the Lessees against third 
parties which exist at the date of such certificate or which may subsequently come into being, (y) 
that it is given only for the purposes of this Section and Section 5. 02 of the Indenture, and (z) that 
no Person other than the Agency and the Trustee may benefit therefrom. Such certificate of the 
Project Supervisor shall be accompanied by (i) a certificate of occupancy or a temporary certificate 
of occupancy, and any and all permissions, approvals, licenses or consents required of 
governmental authorities for the occupancy, operation and use of the Facility for the purposes 
contemplated by this Agreement; (ii) proof that all real property taxes and assessments, or PILOT 
payments under Section 4.3 hereof, against the Facility Realty have been paid; (iii) a bill of sale 
from O'Wayne conveying to the Agency all of O'Wayne's right, title and interest, if any, in the 
Facility Equipment (O"Wayne) (subject to the rights of Wayne-O in the Facility under the terms 
of this Agreement, including, without limitation, the provisions of Section 4.2 and 8.1 hereof); 
(iv) a bill of sale from Morrison's conveying to the Agency all of Morrison's right, title and 
interest, if any, in the Facility Equipment (Morrison's) (subject to the rights of Wayne-O in the 
Facility under the terms of this Agreement, including, without limitation, the provisions of Section 
4.2 and 8.1 hereof); (v) a certificate of the Lessees that all costs of the Project have been paid in 
full, and that the Project has been completed substantially in accordance with the Plans and 
Specifications; 

Section 2.3. Issuance of Series 1999 Bonds. Contemporaneously with the 
execution and delivery of this Agreement, the Agency will sell and deliver the Series 1999 Bonds 
in the aggregate principal amount of $3,100,000 under and pursuant to a resolution adopted by 
the Agency on January 12, 1999 authorizing the issuance of the Series 1999 Bonds and under and 
pursuant to the Indenture. The proceeds of sale of the Series 1999 Bonds equal to (i) the interest 
accruing on the Series 1999 Bonds to the date of delivery thereof, if any, shall be deposited in the 
Interest Account of the Bond Fund, (ii) $280,575, equal to the Debt Service Reserve Fund 
Requirement, shall be deposited in the Debt Service Reserve Fund, and (iii) the balance of the 
proceeds shall be deposited in the Project Fund and applied to the payment of Project Costs in 
accordance with the provisions of the Indenture. Pending such application, amounts in the Project 
Fund may be invested as provided in the Indenture. 

Section 2.4. Title Insurance. Prior to the delivery of the Series 1999 Bonds to 
the original purchaser(s) thereof, the Lessees will obtain (a) fee title insurance in an amount not 
less than $3,100,000 insuring the Agency's title to the Facility Realty against loss as a result of 
defects in the title of the Agency, (b) mortgagee title insurance in an amount not less than 
$3,100,000 insuring the Trustee's interest under the Agency Mortgage as holder of a mortgage 
lien on the Facility Realty, and (c) a current survey of the site of the Facility Realty certified to 
the Agency, the initial Bondholder and the Trustee. The title insurance policies shall be subject 
only to Permitted Encumbrances. Any proceeds of such fee title insurance shall be paid to the 
Trustee for deposit in the Renewal Fund and applied to remedy the defect in title. If not so 
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capable of being applied or if any amounts remain, the amounts in the Renewal Fund shall be 
deposited by the Trustee in the Redemption Account of the Bond Fund. Any proceeds of such 
mortgagee title insurance insuring against loss as a result of defects affecting the Trustee's interest 
as holder of a mortgage lien on the Facility Realty shall be paid to the Trustee and deposited by 
the Trustee in the Redemption Account of the Bond Fund. 

Section 2.5. Labeling of Facility Equipment. The Lessees will cause each major 
item of machinery, equipment and other property constituting a part of the Facility Equipment to 
be labeled "Property of New York City Industrial Development Agency" by affixing a plate, 
stenciling, tagging or other method; provided, however, that no such item need be so labeled 
where impractical because of its size or its nature or the nature of its operation. The Lessees will 
also keep on file at the Facility Realty an index of all such machinery, equipment and other 
property constituting a part of the Facility Equipment. 

Section 2.6. Limitation on Sales Tax Exemption. (a) Any exemption from Sales 
Taxes resulting from or occasioned by the Agency involvement with the Project shall be limited 
to purchases of Eligible Materials by or for the Lessees as agent for the Agency, it being the intent 
of the parties that no operating expenses of the Lessees and no purchases of equipment or other 
personal property ( other than Eligible Materials) shall be subject to an exemption from Sales Taxes 
because of the Agency involvement with the Project. 

(b) The Lessees covenant and agree that they shall include the following 
language (through an attached rider, or by reference to the Sales Tax Letter or otherwise) in and 
as part of each contract, agreement, invoice, bill or purchase order entered into by the Lessees as 
agent for the Agency in connection with the Project: 

"This [ contract, agreement, invoice, bill or purchase order] is being 
entered into by [Wayne-O, LLC, a limited liability company 
organized and existing under the laws of the State of New York,] 
[O'Wayne Enterprises, Inc., a corporation organized and existing 
under and by virtue of he laws of the State of New York] 
[Morrison's Pastry Corp., a corporation organized and existing 
under and by virtue of the laws of the State of New York] (the 
"Agent"), as agent for and on behalf of the New York City 
Industrial Development Agency (the "Agency"), in connection with 
a certain project of the Agency for the Agent consisting of the 
acquisition of an approximately 40,000 square foot parcel of real 
property located at 49-01 Maspeth Avenue, Maspeth, New York, 
the construction of improvements and renovations to an 
approximately 30,000 square foot building thereon, and the 
acquisition and installation of machinery and equipment in 
connection therewith, all for the manufacturing of baked goods (the 
"Project"), for use and occupancy by O'Wayne Enterprises, Inc. 
and Morrison's Pastry Corp. The renovation and capital 
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improvements, materials, machinery, equipment, trade fixtures, 
furniture, furnishings and other tangible personal property to be 
used for the Project which is the subject of this [ contract, 
agreement, invoice, bill or purchase order] shall be exempt from the 
sales and use tax levied by the State of New York and the City of 
New York if effected in accordance with the terms and conditions 
set forth in the attached Letter of Authorization for Sales Tax 
Exemption of the Agency, and the Agent hereby represents that this 
[contract, agreement, invoice, bill or purchase order] is in 
compliance with the terms of the Letter of Authorization for Sales 
Tax Exemption. The liability of the Agency hereunder is limited as 
set forth in the Letter of Authorization for Sales Tax Exemption. 
By execution or acceptance of this [contract, agreement, invoice, 
bill or purchase order], the [vendor or contractor] hereby 
acknowledges the terms and conditions set forth in this paragraph." 

11-5. 

If the Lessees shall fail to include, incorporate by reference or otherwise cause the contract, 
agreement, invoice, bill or purchase order to be subject to the above applicable language in 
substantially the above form, such contract, agreement, invoice, bill or purchase order shall not 
be an undertaking on behalf of the Agency and shall not be entitled to any of the benefits able to 
be conferred by the Agency, and the Lessees shall not claim any sales or use tax benefits or 
exemptions with respect to any such contract, agreement, invoice, bill or purchase order and the 
Lessees shall return to the Agency any such benefits or exemptions so taken, together with interest 
on such amount at the rate of eighteen percent (18%) per annum, from the date of such taking. 

(c) Concurrently with the execution of this Agreement, the Agency shall make 
available to the Lessees the Sales Tax Letter. The Agency, at the sole cost and expense of the 
Lessees, shall also execute such other authorizations, letters and documents (and such amendments 
to the Sales Tax Letter) as may be reasonably necessary to permit the Lessees to obtain the 
intended benefits hereunder. Subject to the terms of this Agreement, it is intended that the 
aggregate scope of the sales and use tax benefits received by the Lessees pursuant to this 
Agreement and the Sales Tax Letter shall be limited in both duration and amount as follows: 

(i) The Sales Tax Letter shall be dated the date of original issuance of 
the Series 1999 Bonds and shall be effective for a term co~encing on its date and 
expiring upon the earliest of (1) the termination of this Agreement, (2) April 1, 2000, 
(3) the completion of the Project as provided in Section 2.2 hereof or (4) the termination 
of the Sales Tax Letter pursuant to Section 7 .2 hereof. 

(ii) The authorizations set forth in the Sales Tax Letter shall automatically 
be suspended after notice to the Lessees that the Lessees shall be in default under this 
Agreement until the Lessees shall pay any amounts due, and perform all of its obligations, 
with respect to any such default. 
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(iii) The sales and use tax exemption to be provided pursuant to the Sales 
Tax Letter 

(A) shall not be available for payment of any costs other than 
Project Costs for Eligible Materials for incorporation into the Facility, 

(B) shall only be utilized for Eligible Materials which shall be 
purchased, completed or installed for use only by the Lessees at the Facility (and 
not with any intention to sell, transfer or otherwise dispose of any such Eligible 
Materials to another Person), it being the intention of the Agency and the Lessees 
that the sales and use tax exemption shall not be made available with respect to any 
item of Eligible Materials unless such item is used solely by the Lessees at the 
Facility, 

(C) shall not be available for any item of (i) rolling stock or 
watercraft, (ii) tangible personal property having a useful life of less than one year, 
or (iii) computer software unless the computer software is of a type that is capable 
of being capitalized in accordance with generally accepted accounting principles as 
a capital expenditure, for use only at the Facility by the Lessees, 

(D) shall not be available for any date subsequent to which the 
Sales Tax Letter shall have been suspended as provided in Section 2.6(c)(ii) hereof; 
provided, however, that in the event the Lessees shall thereafter cure any defaults 
under this Agreement, Qr the Agency shall thereafter waive such suspension, as 
applicable, the sales and use tax exemption shall again continue from the date of 
such cure or such waiver, 

(E) shall be available only if purchased by the Lessees as agent 
for the Agency for use by the Lessees at the Facility, 

(F) shall not be available for any tangible movable personal 
property (including computer software) or trade fixture for use by any Person other 
than the Lessees at the Facility, 

(G) shall not be available for any cost of utilities, cleaning 
service or supplies, 

(H) shall not be available for any item the acquisition or leasing 
of which would otherwise be exempt from Sales Taxes absent involvement by the 
Agency, 

(I) shall not be available subsequent to the termination of this 
Agreement, and 
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(J) shall only be available for those costs set forth in Exhibit A 
to the Sales Tax Letter. 

(iv) In the event that the Lessees shall utilize the sales or use tax exemption 
authorization provided pursuant to the Sales Tax Letter in violation of the provisions of 
Section 2.6(c)(iii) hereof, the Lessees shall promptly deliver notice of same to the Agency, 
and the Lessees shall, upon demand by the Agency, pay to or at the direction of the 
Agency a return of sales or use tax exemptions in an amount equal to all such unauthorized 
sales or use tax exemptions together with interest at the rate of eighteen percent ( 18 % ) per 
annum from the date and with respect to the dollar amount for which each such 
unauthorized sales or use tax exemption was availed of by the Lessees. 

(v) The sales and use tax exemption authorizations provided to the Lessees 
under the Sales Tax Letter and this Agreement availed of by the Lessees shall extend both 
to those Project Costs the payment for which shall first be made from the proceeds of the 
Series 1999 Bonds as well as those Project Costs the payment of which is to be reimbursed 
from the proceeds of the Series 1999 Bonds. 

(vi) Upon request by the Agency of, and reasonable notice to, the Lessees, 
the Lessees shall make available at reasonable times to the Agency all such books and 
records of the Lessees and require all appropriate officers and employees of the Lessees 
to respond to reasonable inquiries by the Agency as shall be necessary to indicate in 
reasonable detail those costs to which the Lessees shall have utilized the Sales Tax Letter 
and the dates and amounts so utilized. 

(d) 
Sales Tax Letter. 

The Lessees shall observe and comply with the terms and conditions of the 

(e) The Lessees shall, on or before February 28, 2000 and on or before each 
February 28, thereafter until the completion of the term hereof, annually file a statement with the 
New York State Department of Taxation and Finance, on a form (Form ST-340 or any successor 
or additional mandated form) and in a manner and consistent with such regulations as is or may 
be prescribed by the Commissioner of the New York State Department of Taxation and Finance, 
of the value of all sales and use tax exemptions claimed by the Lessees or agents of the Lessees 
in connection with the Project and the Facility as required by Section 874(8) of the New York 
State General Municipal Law (as the same may be amended from time to time), including, but not 
limited to, consultants or subcontractors of such agents, under the authority granted pursuant to 
this Agreement. The Lessees shall furnish a copy of such annual statement to the Agency at the 
time of filing with the Department of Taxation and Finance. Should the Lessees fail to comply 
with the foregoing requirement related to a statement filing with the New York State Department 
of Taxation and finance, the Lessees shall immediately cease to be the agent for the Agency in 
connection with the Project (such agency relationship being deemed to be immediately revoked) 
without any further action of the parties, the Lessees shall be deemed to have automatically lost 
their authority as agent of the Agency to purchase Eligible Materials in the Agency's behalf, and 
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shall desist immediately from all such activity, and shall immediately and without demand return 
to the Agency the Sales Tax Letter issued to the Lessees by the Agency which is in the Lessees' 
possession or in the possession of any agent of the Lessees. Nothing herein shall be construed as 
a representation by the Agency that any property acquired as part of the Project is or shall be 
exempt from sales taxes or use taxes under the laws of the State. To the extent permitted by 
applicable law, the Lessees' status as agent of the Agency will be reinstated upon the Lessees' 
compliance with the requirements hereof and in accordance with the applicable statutory 
requirements under the Lease. 

(t) The Lessees agree to submit to the Agency on August 1 of each year a 
completed Benefits Report in the form of Schedule A attached hereto to the extent that the Lessees 
shall have received Sales Tax Savings during the twelve-month period ending on the June 30 
immediately preceding such August 1. 

(g) Upon the expiration or termination of the Sales Tax Letter pursuant to 
paragraph (c)(i) of this Section 2.4, the Lessees shall promptly return the original Sales Tax Letter 
to the Agency for cancellation by the Agency. In the event the original Sales Tax Letter is lost, 
the Lessee shall provide an affidavit attesting to its loss and any other representations relating to 
such loss as the Agency may reasonably require. 
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ARTICLE Ill 
Lease of Facility and Rental Provisions 

Section 3.1. Lease of the Facility. The Agency hereby leases to Wayne-0, and 
Wayne-0 hereby leases from the Agency, the Facility Realty, all for and during the term herein 
provided and upon and subject to the terms and conditions herein set forth. The Agency hereby 
leases to O'Wayne, and O'Wayne hereby leases from the Agency, a portion of the Facility 
Equipment (as more particularly described in the Appendices attached hereto under the heading 
DESCRIPTION OF FACILITY EQUIPMENT (O'WAYNE)), all for and during the term herein 
provided and upon and subject to the terms and conditions herein set forth. The Agency hereby 
leases to Morrison's, and Morrison's hereby leases from the Agency, a portion of the Facility 
Equipment (as more particularly described in the Appendices attached hereto under the heading 
DESCRIPTION OF FACILITY EQUIPMENT (MORRISON'S)), all for and during the term 
herein provided and upon and subject to the terms and conditions herein set forth. The Lessees 
shall at all times during the term of this Agreement occupy, use and operate the Facility, or cause 
the Facility to be occupied, used and operated, as a manufacturing facility in accordance with the 
provisions of the Act and for the general purposes specified in the recitals to this Agreement. The 
Lessees shall not occupy, use or operate the Facility or allow the Facility or any part thereof to 
be occupied, used or operated for any unlawful purpose or in violation of any certificate of 
occupancy affecting the Facility or which may constitute a nuisance, public or private, or make 
void or voidable any insurance then in force with respect thereto. 

Section 3.2. Duration of Term. The term of this Agreement shall commence on 
the date of execution and delivery of this Agreement and shall expire on June 30, 2025 or such 
earlier date as this Agreement may be terminated as hereinafter provided. The Agency hereby 
delivers to the Lessees and the Lessees hereby accept sole and exclusive possession of the Facility. 

Wayne-0 hereby covenants, simultaneously with its execution and delivery of this 
Agreement, to enter into, execute and deliver the Sublease Agreement with the Sublessees. Under 
the terms of the Sublease Agreement, the Sublessees have covenanted, among other things, to 
keep and perform all of the terms of this Agreement, and the Sublessees have agreed to pay or 
cause to be paid sublease rentals to Wayne-0 in an amount and at the times which will at least 
equal the lease rentals to be paid by the Lessees hereunder which is an amount sufficient to pay 
the principal or Redemption Price, if any, and interest on the Bonds as the same become due. 

Section 3.3. Rental Provisions: Pledge of Agreement, Sublease Agreement and 
Rent. (a) The Lessees covenant to make rental payments which the Agency agrees shall be paid 
by the Lessees directly to the Trustee on each Lease Rental Payment Date for deposit in the Bond 
Fund in an amount equal to the sum of (i) with respect to interest due and payable on the Bonds, 
an amount equal to the interest next becoming due and payable on the Bonds on the immediately 
succeeding Interest Payment Date (less any amount available in the Project Fund or any earnings 
on the Debt Service Reserve Fund available for transfer to the Interest Account of the Bond Fund), 
(ii) the principal amount of the Bonds then Outstanding which will become due on the immediately 
succeeding Interest Payment Date (whether at maturity or by redemption or acceleration as 
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provided in the Indenture), (iii) the Sinking Fund Installments which will become due on the 
Bonds on the immediately succeeding Interest Payment Date, and (iv) the principal of and 
redemption premium, if any, on the Bonds to be redeemed which will become due on the 
immediately succeeding redemption date together with accrued interest to the date of redemption. 
The Lessees further agree to pay such additional amounts as set forth in the Indenture with respect 
to interest on the Series 1999 Bonds in the event of a Determination of Taxability or an Event of 
Default. 

(b) Upon receipt by the Lessees of notice from the Trustee pursuant to 
Section 5 .10( d) of the Indenture that the amount on deposit in the Debt Service Reserve Fund shall 
be less than the Debt Service Reserve Fund Requirement, the Lessees shall pay to the Trustee for 
deposit in the Debt Service Reserve Fund within ten (10) days of the date of receipt by the Lessees 
of notice of such deficiency, or such longer time period as shall be consented to in writing by the 
Holders of not less than 50% of the aggregate principal amount of Bonds then Outstanding, an 
amount equal to such deficiency in the Debt Service Reserve Fund unless such deficiency is the 
result of an investment loss, in which event the Lessees shall replenish an amount equal to such 
deficiency in the Debt Service Reserve Fund through six (6) equivalent installments over the 
following six (6) months. 

( c) Notwithstanding anything in the foregoing to the contrary, if the amount on 
deposit and available in the Bond Fund is not sufficient to pay the principal of, Sinking Fund 
Installments for, redemption premium, if any, and interest on the Bonds when due (whether at 
maturity or by redemption or acceleration or otherwise as provided in the Indenture), the Lessees 
shall forthwith pay the amount of such deficiency in immediately available funds to the Trustee 
for deposit in the Bond Fund and such payment shall constitute rental payments under this 
Section 3. 3. 

(d) In the event the Lessees should fail to make or cause to be made any of the 
payments required under the foregoing provisions of this Section, the item or installment not so 
paid shall continue as an obligation of the Lessees until the amount not so paid shall have been 
fully paid. 

(e) The Lessees shall have the option to prepay its rental obligation with respect 
to the Bonds, in whole or in part at the times and in the manner provided in Article VIII hereof 
as and to the extent provided in the Indenture for redemption of the Bonds. 

(t) At its option, to be exercised on or before the forty-fifth (45th) day next 
preceding the date any Bonds of a Series are to be redeemed from mandatory Sinking Fund 
Installments, the Lessees may deliver to the Trustee Bonds of such Series which are subject to 
mandatory Sinking Fund Installment redemption in an aggregate principal amount not in excess 
of the principal amount of Bonds of such Series to be so redeemed on such date. Each such Bond 
so delivered shall be credited by the Trustee at one hundred percent ( 100 % ) of the principal 
amount thereof against the obligation of the Agency on such Sinking Fund Installment payment 
date and any excess over such Sinking Fund Installment shall be credited on future Sinking Fund 
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Installments in direct chronological order, and the principal amount of Bonds to be redeemed by 
operation of the mandatory Sinking Fund Installments shall be accordingly reduced. 

(g) No further rental payments need be made to the Agency during the term of 
this Agreement when and so long as the amount of cash and/or Government Obligations on deposit 
in the Bond Fund is sufficient to satisfy and discharge the obligations of the Agency under the 
Indenture and pay the Bonds as provided in Section 10.01 of the Indenture. 

(h) Pursuant to the Agency Mortgage, the Agency shall grant a lien on and 
security interest in the Facility prior to the lien of this Agreement and the Sublease Agreement, 
and pursuant to the Indenture the Agency will pledge and assign to the Trustee as security for the 
Bonds all of the Agency's right, title and interest in this Agreement (except for the Agency's 
Reserved Rights) and the Sublease Agreement, including all rental payments hereunder and under 
Section 5(b) of the Sublease Agreement, and in furtherance of said pledge the Agency will 
unconditionally assign such rental payments to the Trustee for deposit in the Bond Fund in 
accordance with the Indenture. The Lessees hereby consent to the above-described lien and 
security interest, and pledge and assignment of this Agreement and the Sublease Agreement. 

(i) The Lessees covenant and agree that they will comply with the provisions 
of the Indenture with respect to the Lessees and that the Trustee shall have the power, authority, 
rights and protections provided in the Indenture. The Lessees further covenant to use their best 
efforts to cause there to be obtained for the Agency any documents or opinions required of the 
Agency under the Indenture. 

Section 3. 4. Obligation of Lessees Unconditional. The obligation of the Lessees 
to pay the rent and all other payments provided for in this Agreement and to maintain the Facility 
in accordance with Section 4.1 of this Agreement shall be absolute and unconditional, irrespective 
of any defense or any rights of set-off, recoupment or counterclaim or deduction and without any 
rights of suspension, deferment, diminution or reduction it might otherwise have against the 
Agency, the Trustee or the Holder of any Bond and the obligation of the Lessees shall arise 
whether or not the Project has been completed as provided in this Agreement. The Lessees will 
not suspend or discontinue any such payment or terminate this Agreement ( other than such 
termination as is provided for hereunder) for any cause whatsoever, and the Lessees waive all 
rights now or hereafter conferred by statute or otherwise to quit, terminate, cancel or surrender 
this Agreement or any obligation of the Lessees under this Agreement or_ the Facility or any part 
thereof except as provided in this Agreement or to any abatement, suspension, deferment, 
diminution or reduction in the rentals or other payments hereunder. 

Section 3.5. Grant of Security Interest. In order to secure the payment of rentals 
and all the obligations of the Lessees hereunder and the payment and performances by each 
obligor of its obligations under the Security Documents, the Lessees hereby grant a security 
interest to the Agency in all of the Lessees' right, title, if any, and interest in and to the fixtures 
constituting part of the Facility Realty and the Facility Equipment and the proceeds thereof. 
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Section 9.5. Benefit of and Enforcement by Bondholders. The Agency and the 
Lessees agree that this Agreement is executed in part to induce the purchase by others of the 
Bonds and for the further securing of the Bonds, and accordingly all covenants and agreements 
on the part of the Agency and the Lessees as set forth in this Agreement are hereby declared to 
be for the benefit of the Holders from time to time of the Bonds and may be enforced as provided 
in Article VIII of the Indenture on behalf of the Bondholders by the Trustee. 

Section 9.6. Amendments. This Agreement may be amended only with the 
concurring written consent of the Trustee given in accordance with the provisions of the Indenture 
and only if the Lessees shall assume in writing the obligations of such amended Agreement; 
provided, however, that any amendment of Section 4. 3 hereof shall not require the consent of the 
Trustee. 

Section 9. 7. Notices. All notices, certificates or other communications hereunder 
shall be sufficient if sent by registered or certified United States mail, postage prepaid, addressed, 
if to the Agency, to the Chairman, New York City Industrial Development Agency, 110 William 
Street, New York, New York 10038 with a copy to the Deputy Executive Director of the Agency 
at the same address, if to the Lessees, c/o Morrison's Pastry Corp., 49-01 Maspeth Avenue, New 
York 11378, Attention: Wayne Wattenberg, and ifto the Trustee, to United States Trust Company 
of New York, Corporate Trust and Agency Group, 114 West 47th Street, New York, New York 
10036. A copy of each notice to the Lessees also shall be required to be sent to the Lessees' 
counsel, Louis Perfetto, Esq., Stadtmauer Bailkin LLP, 850 Third Avenue, New York, New 
York 10022. The Agency, the Lessees and the Trustee may, by like notice, designate any further 
or different addresses to which subsequent notices, certificates or other communications shall be 
sent. Any notice, certificate or other communication hereunder shall, except as may expressly be 
provided herein, be deemed to have been delivered or given as of the date it shall have been 
mailed. 

Section 9. 8. Prior Agreements Superseded. This Agreement shall completely and 
fully supersede all other prior understandings or agreements, both written and oral ( other than any 
Security Documents), between the Agency and the Lessees relating to the Facility. 

Section 9. 9. Severability. If any clause, provision or section of this Agreement 
be ruled invalid by any court of competent jurisdiction, the invalidity of such clause, provision 
or section shall not affect any of the remaining provisions hereof. 

Section 9.10. Inspection of Facility. The Lessees will permit the Trustee, or its 
duly authorized agents, at all reasonable times upon written notice to enter upon the Facility 
Realty and to examine and inspect the Facility and exercise their rights hereunder, under the 
Indenture and under the other Security Documents with respect to the Facility. The Lessees will 
further permit the Agency, or its duly authorized agent, at all reasonable times to enter upon the 
Facility but solely for the purpose of assuring that the Lessees are operating the Facility, or is 
causing the Facility to be operated, as a qualified "project" under the Act consistent with the 
purposes set forth in the recitals to this Agreement and with the public purposes of the Agency, 
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