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CONSENT TO SUBLEASE AGREEMENT

The City of San Diego (CITY), as LESSOR under that certain Lease
Agreement (Master Lease) entered into with

TORREY PINES HOTEL ASSOCIATES,
a California General Partnership

(LESSEE)and filed on the Office of the City Clerk as Document No.
RR-269077-1, hereby consents to that certain Sublease Agreement
between the above LESSEE (SUBLESSOR) and

ACE PARKING MANAGEMENT, INC.
(SUBLESSEE) dated November 9, 1989. Said Sublease shall be
subordinate to the Master Lease in all respects. The CITY is
merely approving the SUBLESSEE and the proposed use, and that all
terms and conditions of the Master Lease shall control and
supersede any inconsistent or contrary provisions in the Sublease.
The CITY is not bound by any term or condition in the Sublease
which in any way conflicts with or is additional to the provisions
of the Master Lease. In addition, this consent is sUbject to the
following conditions:

NONE

THE CITY OF SAN DIEGO

Dated. /_-_/_£l_· _-~_~ _
Agent

APPROVED AS TO FORM:

JOHN W. WITT, City Attorney

Dated._'~/_\->-4:,,-+~--.'9'-)+e-/'---_
7 I
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DATED __ ·z---+I_·t....,{f-'1.;....;z'-- _
I

NRS:nrs

TORREY PINES HOTEL ASSOCIATES,
a California General Partnership

ACE PARKING MANAGEMENT, INC.
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CONSENT TO SUBLEASE AGREEMENT

The City of San Diego (CITY), as LESSOR under that certain Lease
Agreement (Master Lease) entered into with

TORREY PINES HOTEL ASSOCIATES,
a California General Partnership

(LESSEE)and filed on the Office of the City Clerk as Document No.
RR-269077-1, hereby consents to that certain Sublease Agreement
between the above LESSEE (SUBLESSOR) and

HAZELWOOD ENTERPRISES, INC.

(SUBLESSEE) dated July 29, 1991. Said Sublease shall be
subordinate to the Master Lease in all respects. The CITY is
merely approving the SUBLESSEE and the proposed use, and that all
terms and conditions of the Master Lease shall control and
supersede any inconsistent or contrary provisions in the Sublease.
The CITY is not bound by any term or condition in the Sublease
which in any way conflicts with or is additional to the provisions
of the Master Lease. In addition, this consent is subject to the
following conditions:

NONE

THE CITY OF SAN DIEGO

Da ted ---LI_-....:/--=3=-----'9'--'v'----- _
Agent

APPROVED AS TO FORM:

Dated

JOHN W. WITT, City Attorney

BY~t<=/Depu~ v

NRS:nrs
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NRS:nrs

,
TORREY PINES HOTEL ASSOCIATES,

a California General Partnership

BY ..,.L,,LLJ.'-P-:...;.t.~u::!.==.

BY__ -+-_--J~...."",c...L..~~~+--_
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LEASE AGREEMENT

THIS LEASE ("Lease") is made and entered into the l.~ay of Juiy, 1991, by and
between TORREY PINES HOTEL ASSOCIATES, a California general partnership / TIH5€:/
comprised of ITT Sheraton Corporation, a Delaware corporation, and ~doIt"" AP'I'Iorle!!1'I Ilnt~n.ICA-
Tal3ci Corporation, also a Delaware corporation, with offices at Sheraton Grande Torrey
Pines Hotel, 10950 North Torrey Pines Road, La Jolla, California 92037 ("Lessor") and
HAZELWOOD ENTERPRISES iNCORPORATED, an Arizona corporation with offices at
402 North 32nd Street, Phoenix, Arizona 85008 ("Lessee").

WIT N E SSE T H:

PremIses:

Lessor hereby ieases to Lessee, for the term and upon the conditions hereinafter set
forth, all those premises situated in the Sheraton Grande Torrey Pines Hotel,
located at 10950 North Torrey Pines Road, La Jolla, California 92037 C'Hotel"),
which premises consist of a shop located in the main lobby of the Hotel across from
the Hotel Registration Desk and which premises are comprised of approximately
600 square feet, more or less ("Demised Premises"). See Schedule B attached
hereto for a plan which specifically designates by shading the location of the
Demised Premises.

~:

During the term hereof Lessee hereby covenants and agrees to operate the Demised
Premises, subject to the limitations of Paragraph II hereof, only as a news, gift and
non-prescription drug and sundry store and for no other purpose. The merchandise
which Lessee shall offer for sale shall consist of tobacco products, candy, -
prepackaged snack foods, newspapers, magazines, paperback or hard cover books,
publications, health and beauty aids, fIlm, playing cards, combs, brushes, hair
ornaments, post cards and greeting cards. The merchandise which Lessee may offer
for sale shall include cosmetics, batteries, sundries, souvenirs, men's bathing suits
(provided, however, that in no event shall more than ten such men's bathing suits be
displayed at anyone time), men's and women's T-Shirts, sweatshirts and sweatpants
(including, without limitation, such men's and women's T-Shirts, sweatshirts and
sweatpants as are made from cotton blend sheeting), American Southwest-theme
souvenirs and American Southwest-theme men's and women's T-Shirts, sweatshirts
and sweatpants (provided, however, that in no event shall the area for the sale,
display, and storage of such American Southwest-theme merchandise exceed ten
percent (10%) of the total area of the Demised Premises) and related convenience
items for the Hotel guests. '

The Demised Premises are leased together with the appurtenances including,
without limitation, the right to use in common with others, subject to the
regulations of Lessor, the lcbbles, elevators and other public portions of the Hotel.

1. Term

TO HAVE AND TO HOLD the Demised Premises for a term of five (5) years
commencing on the 1st day of August, 1991, ("Commencement Date") and
terminating at the end of the day on the 31st day of July, 1996, ("Termination
Date"), unless sooner terminated as is hereinafter prcvlded,
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2. Lease Year

The term lease year ("Lease Year") shall mean:

A. the period from.the Commencement Date to the date which is one (1) day prior
to the first anniversary of the Commencement Date, and

B. each successive period of twelve calendar months thereafter.

3. Minimum Fixed Rent

Throughout the term hereof, Lessee shall pay to Lessor a minimum fixed rental
("Minimum Fixed Rent") according to the following schedule:

TERM ANNUAL RENT MDNTHL Y RENT

Year 1 $29,400 $2,450
Year 2 $31,800 $2,650
Year 3 $35,100 $2,925
Year 4 $37,800 $3,150
Year 5 $39,300 $3,275

The relevant Minimum Fixed Rent shall be due and payable in equal monthly,
installments In advance on the first day of each calendar month. In the event that
this Lease commences and/or terminates other than on the first day of a month, then
the first and/or last monthly installment of Minimum Fixed Rent payable shall be
prorated for such first and/or last month by multiplying the monthly rental
installment otherwise due by a fraction, the numerator of which is the number of days
during such month that this Lease is in effect and the denominator of which is thirty
(30).

4. .Percentage Rent

A. During the term of this Lease in addition to the aforesaid Minimum Fixed Rent,
Lessee shall pay a percentage rent equal to the amount by which twelve percent
(12%) of Lessee's gross sales in any Lease Year plus five percent (5%) of Lessee's
Newspaper Sales (as such term is hereinafter defined) In any Lease Year exceeds
the Minimum Fixed Rent for such Lease Year ("Percentage Rent"). Such
Percentage Rent shall be computed eachrnonth on the basis of the amount by
which twelve percent (12%) of Lessee's gross sales for such month plus five
percent (5%) of and Lessee's Newspaper Sales for such month exceeds the
monthly installment of the Minimum Fixed Rent, and shall be paid on the eighth
(Bth) day of the month Iol lowlnq the month In which earned. The first monthly
Percentage Rent payment hereunder shall be due on the eighth (Bth) day of the
month f ollowlnq the Commencement Date of this Lease, and if the Demised
Premises do not open on the fIrst day of a month then the first monthly payment
of Percentage Rent shall be equal to the amount by which twelve percent (12%)
of Lessee's gross sales for such month plus five percent (5%) of Lessee's
Newspaper Sales for such month exceeds the prorated Minimum Fixed Rental for
such month. Each payment of Percentage Rent shall be accompanied by a
statement of Lessee's gross sales and Lessee's Newspaper Sales for the preceding
month certifIed by an officer of Lessee approved by the Lessor. Lessee expressly
agrees that it shall provide Lessor with such monthly gross sales statements and
monthly Newspaper Sales statements regardless of whether or not Percentage
Rent is due and owing for the month in question.

PAG/29211Page 2
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(11) the amount of the sales to Lessee's employees and Lessor's employees at a
discount of not less than twenty-five percent (25%) of the retail price
provided, however, that such excluded sales shall not exceed In the
aggregate two percent (2%) of Lessee's gross sales (prior to reductions for
excluded Items) during anyone Lease Year on a non-cumulative basis;

(Ill) the amount of any sales of fixtures, equipment or property which Is not
carried In Inventory;

(Iv) the amount of any merchandise returned or transferred to the warehouses
of Lessee, or to any other stores, departments or concessions operated by
Lessee or any affiliate of Lessee, or merchandise returned to suppliers;

(v) the amount of Lessee's Newspaper Sales.

D. The term "Newspaper Sales" as herein used shall include dally and weekly
publications of local, national, and international newspapers.

E. It Is further understood and agreed, however, that although the additional
Percentage Rent paid to Lessor Is based on the gross sales of Lessee, nothing
herein shall be deemed or construed to make Lessor a partner, associate or Joint
venturer with Lessee In the conduct of the Lessee's business.

F. Anything herein contained to the contrary notWithstanding, and without in any
way limiting the full (crce and effect of this provision or any other provision of
this Lease, Lessee hereby covenants and agrees that its failure to strictly comply
with the statement reporting and Percentage Rent payment provisions of this
Paragraph 4 shall constitute a material default hereunder.

5. Operating Expenses

,A. Intentionally Omitted.

B. In the event that the operating expenses of the Hotel (as such expenses are
hereinafter defined but specifically excluding any operating expenses of the
parking garage located beneath the Hotel, which parking garage Is hereinafter
referred to as the "Parking Garage") Incurred by Lessor during any Lease Year
shall be greater than the operating expenses incurred by Lessor during the
calendar year 1990 ("base year"), then Lessee shall pay to Lessor as additional
rent for the Lease Year in question, within thirty (30) days after the last day of
such lease year, an amount equal to the product which Is the result of multiplying
the amount by which the operating expenses for the lease year In question exceed
those for the base year by a fraction, the numerator of which Is 600 and the
denominator of which Is 351,589 ("Additional Rent").

At Lessor's option, Lessor by notice to Lessee may Increase the monthly rent
payable at the commencement of the Lease Year In question based on Lessor's
estimate of increases In operating expenses to be Incurred In such Lease Year,
subject to final adjustment upon determination of actual operating expenses for
the Lease Year In question. Lessee agrees to pay such estimated monthly
operating expense lnscallrnents together With, and on the same terms as, the
Installments of Mlnlrnurn Fixed Rent above provided for.

PAG/292l1Page 4
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C. The term "operating expenses" as herein used shall mean any or all of the
following Incurred by Lessor with respect to the Hotel of which the demised
premises form a part: salaries, wages, medical, surgIcal and general welfare
benefits (IncludIng group life insurance) and pension payments of employees of
Lessor engaged In the operation and maintenance of the building of which the
demised premises are a part, payroll taxes, workmen's compensation Insurance,
electricity, steam, utilIty taxes, water (Including sewer r-ental), casualty and
liability Insurance, repairs and maintenance, building and cleaning supplies,
uniforms and dry cleaning, window cleaning, service contracts with Independent
contractors, telephone, telegraph, stationary, advertising, and all other expenses
paid In connection with the operation of said premises properly chargeable
agaInst income. Lessor, upon written demand by Lessee therefore, but not sooner
than nInety (90) days after the expiration of a Lease Year, shall furnIsh Lessee
with a summary schedule of such operating expenses for such Lease Year If there
shall occur therein an Increase in operating expenses as aforesaid.

D. If the final Lease Year shall contain less than twelve months, any Additional Rent
payable under either (A) or (B) for such Lease Year shall be prorated by
multiplying the amount of Additional Rent which would have been payable (had
the final Lease Year been a Lease Year of twelve months) by a fraction, the
numerator of which Is the number of days in such final Lease Year and the
denominator of which is 360. The obllgatlon for any amount of Additional Rent
attributable to the final Lease Year shall survive the termination of this Lease,
even though a final determination of the actual amount of such obllgatlon may
not be possible until after the Termination Date.

6. Additional Terms and Conditions

All other terms and conditions appearing on Schedules A and E attached hereto are
hereby made a part hereof and are terms, covenants and conditions of this Lease wi th
the same force and effect as If the same were set forth In full herein.

7. Time and Place of Payments

Unless otherwise specified herein, all payments of Minimum Fixed Rent, Percentage
Rent, Additional Rent and/or other sums of money shall be made without deduction or
offset at the office of Lessor at the Hotel, or at such other place as Lessor may from
time to time designate In writing, and unless the time for payment Is otherwise
specified herein, the time for payment of any sum shall be within thirty (30) days of
the date that such sum Is due and payable. The covenants to pay Minimum Fixed
Rent, Percentage Rent and Additional Rent shall be Independent of any other
covenants herein. .

Interest shall accrue on iopald sums at the lesser of

A. fifteen percent (15%) per annum or

B. the maximum legal rate from time to time In effect In the Jurisdiction In which
the Hotel Is located, from and after the expiration of the cure period pr ovlded for
in Paragraph 22(A) below.

PAG/292I/Page 5
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8. Heating and Cooling

Subject to any limitations on energy consumption, temperature restrictions, time
regulations, or other rulesand regulations which may, from time to time, be Imposed
by any governmental authority or agency having jurisdiction, and further subject to
the provisions of Paragraph 10 of this Lease, Lessor, at its sole cost, wl1l furnish heat
and air conditioning to provide a temperature' and humidity condition required, in
Lessor's judgment, for the operation of the Demised Premises under normal business
operation and during the permitted business hours.

9. Utlllties

Lessor shall make available to the Demised Premises electrical service and water in
such quantities as Lessor shail reasonably deem to be necessary for the operation of
the DemIsed PremIses in accordance wIth the terms of thIs Lease. All utl1lties,
including, wIthout limitation, water and electrIcity, but specifically excluding
telephone servIce, shail tor paid for by Lessor.

10. Failure or Delay in Furnishing of Utl1lties or Services

Lessor and Lessee agree t iat Lessor shall not be in default hereunder and shall not be
llable for damages, nor shall the rentals or any other payments hereinabove stipulated
be abated, because of the failure or delay of Lessor to provIde heat or air conditIonIng
as provIded for In Paragraph 8 above, when such failure or delay Is due to any cause
reasonably beyond the control of the Lessor, including, but not llmited to accldent,
fire, failure of equipment,' makIng of repairs, alterations or improvements, lock out or
other labor controversy, governmental regulations or unavailabIlity through the usual
and normal channels of commerce, of fuel, electrIcal power, materIals or supplies.
Any such failure or delay in providing heat or aIr condItionIng, or other utIlity or
servIces which Lessor has agreed to provide as set forth hereIn, for causes reasonably
beyond the COntrol of Lessor, notwIthstandIng any statutory or case law to the
contrary, now or hereafter In force, Is agreed by Lessor and Lessee not to constItute,
and shall not be construed to constItute, either an actual or constructIve evIction of
Lessee by Lessor nor as a disturbance, In any manner whatsoever, of Lessee's use and
quIet possession of the DemIsed Premises, nor shall it operate to release Lessee from
the prompt and punctual ~erformance of each and every of Its covenants and
obligatIons pursuant to this Lease.

II. Conduct of Lessee's Business

A. Lessee covenants and agrees, as an Inducement to Lessor to enter Into this Lease,
that at all tImes throughout the term hereof, Lessee wl1l operate Lessee's
business on the Demised PremIses In a first-class and businesslike manner,
maintaIn adequate InventorIes of merchandIse and furnIsh first class and efficIent
servIce to the patrons, guests, tenants and vIsItors of the Hotel. Lessee warrants
and represents that Lessee's staffIng, operatIon of Its busIness, sale methods and
all elements of merchandIse dIsplay and advertIsing will be In conformity with
standards of practIce followed by superIor stores, shops or concerns In the
munIcIpality In whIch the Hotel is located, dealing in the same or similar
merchandIse; that at all times, the appearance and conduct of Lessee's business
wIll meet wIth Lessor's approval, and If same be disapproved at any time by
Lessor, then Lessee agrees to

PAG/292I/Page 6
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eliminate the grounds for such disapproval in the time and manner set forth in a
written notice from Lessor to Lessee. Lessee further warrants and represents
that personnel employed by Lessee in the Demised Premises shall be uniformed in
a manner which strictly conforms to the terms of Schedule E attached hereto.

Lessee further covenants and agrees to conduct its business In the Demised
Premises in a suitable manner so as not to interfere with the other tenants In the
Hotel or with the conduct of the Lessor's business, and to treat the patrons,
guests, tenants, visitors and licensees of the Hotel with courtesy and
consideration.

B. Lessee covenants and agrees that Lessee will observe and conform to, and take
any action necessary to comply With, all laws, ordinances, rules, reguiatlons or
orders of all duly constituted authorities of all city, county, state and federal
governments and agencies thereof, having jurisdiction, and with such rules and
regulations as from time to time may be put into effect by Lessor for the general
safety, comfort, and convenience of Lessor, the occupants and tenants of the
Hotel. In this connection and in connection with all other covenants of Lessee, it
is agreed that the standard of Lessee's conduct and care is an extraordinary one,
commensurate with the protection and maintenance of the prestige, public
reputation and good will of the Hotel and the name "Sheraton".

C. In dealing with suppliers, customers, and all other persons, Lessee agrees to
clearly indicate that It is a business on its own account, and that Lessor has no
responsibility whatsoever for the obligations of Lessee.

D. Lessee covenants and agrees that Lessee wlll throughout the term hereof,

(l) keep its business on the Demised Premises continuously open to the
general public and doing business during the hours of 7 A.M. to II P.M.
each day, seven (7) days per week, Including, without limitation, during all
holidays, or such other hoursas may otherwise be agreed to In writing by
the general manager of the Hotel,

(Il) conduct and operate its business In the entire Demised Premises,

(Ill) adequately staff Its business with sufficient numbers of employees to
handle its maximum business volume and

(Iv) at all times maintain a sufficIent stock of merchandise of such size,
character and quality as Is commercially reasonable.

Any change In the hours of operation aqree d to by the general rnanaqer pursuant
to (l) herein may be unilaterally revoked at any time by Lessor or the general
manager.

E. It is agreed by Lessor and Lessee that it Is particularly Important that the
personnel employed In the Demised Premises shall be, In all respects, acceptable
to Lessor as the operator of said Hotel. In the event, therefore, .that any person
employed by Lessee In the Demised PremIses shall be deemed objectionable by
Lessor, and Lessor shall so notify Lessee in writIng, giving Lessor's reasons for its
objections, then Lessee agrees, subject to any limItatIons imposed by labor

PAG/292I/Page 7
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agreements or employment laws, to discontinue the employment of such
employee in the Demised Premises within five (5) days after such notification by
Lessor to Lessee, it being understood that Lessor's determination under this
paragraph shall be final.

F. If there be any strike or labor trouble involving the Lessee which Lessor shall
consider detrimental to the operation of the Hotel, then upon seven (7) days'
notice the Lessor shall have the right to terminate this Lease provided however
that in the event of any such termination the Lessor shall give the Lessee at least
seven (7) days' written notice prior to executing any lease with any other person
or corporation for the Demised Premises, and that if the strike or trouble is
non-existent at the expiration of the aforesaid seven (7) days, and at that time a
renewal of same Is not anticipated, then upon the written request of Lessee, the
termination of the LEase shall be annulled and Lessor and Lessee restored to the
same rights and obligations under this Lease as they would have had If the Lease
had not been terminated.

G. So long as Lessee is not in default under any of the terms and conditions of this
Lease beyond any applicable cure period, Lessee shall have the exclusive right to
sell (subject to the limitations provided for herein): newspapers, magazines,
paperback books, cigarettes and tobacco products, prepackaged snack food,
sundries, health and beauty aids, film and batteries, postcards, greeting cards and
candy. Lessee acknowledges that this clause was placed In the Lease at Lessee's
request and that it shall be Lessee's sole responsibility to enforce the same as to
any other tenant. Lessee further agrees that nothing contained in this Lease shall
be construed as obligating Lessor to enforce any "exclusivity" clause on behalf of
Lessee against any other lessee in the Hotel and Lessee agrees that the failure or
refusal of any court to enforce the provisions of any exclusivity on behalf of
Lessee shall not constitute a default or grounds for termination of this Lease by
Lessee. Lessor hereby agrees to provide such testimony and other assistance to
Lessee as Lessee may reasonably request; pr ovlde d however all costs and
expenses incurred by Lessor in provldlnq such assistance or testimony shall be an
expense of Lessee. The exclusive rights granted to Lessee herein are limited by
the following exceptions:

(I) The provisions set forth herein shall not apply to any magazines,
newspapers, candy or other items distributed or otherwise made available
by Lessor, with or without charge, to the guests by the Hotel.

(II) The provisions set forth herein shall not apply to the sale or distribution of
cigarettes or cigars In the restaurant or lounge areas in the Hotel,
Including those located In the lobby level.

(ill) The provisions set forth herein shall not apply to the sale or distribution of
candy or other food products in vending machines, "mini-bars" In the guest
rooms, or at guest service areas (such as snack stands or towel distribution
areas) located at the pool and/or other recreational areas of the Hotel.

(Iv) The provisions set forth herein shall not apply to any merchandise which
displays the Sheraton name or logo, or which displays the Hotel name or
logo, when suc h merchandise Is distributed or otherwise made available by
Lessor, with 01" without charge, to the guests of and visitors of the Hotel.

PAG/2921/Page 8
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(v) The provisions set forth herein shall not apply to any suntan lotion which is
sold or otherwise made available, with or without charge, by Lessor In the
area which surrounds the Hotel swimming pool.

H. Lessee recognizes that Lessor may heretofore, simultaneously herewith, or In the
future, have granted or wlll grant, and agrees that Lessor may grant, exclusive
rights to one or more lessees of space within the Hotel for the sale of particular
items or types of Items. Such exclusive rights shall not be inconsistent with any
exclusive right to sell granted Lessee herein, or with Lessee's use as defined in
the USE paragraph hereof. Lessee agrees that Lessee wlll at all times throughout
the term hereof refrain from the sale of items on the Demised Premises which
violate any such exclusive rights of sale of other lessees provided Lessor puts
Lessee on notice of the existence of such rights.

1. Lessee acknowledges that a golf pro provides services at the Hotel, which
services include, without limitation, the sale at retail of certain merchandise to
guests, visitors and patrons of both the Hotel and the Torrey Pines Golf Course.
In connection therewith, and anything herein contained to the contrary
notwithstanding, Lessee hereby covenants and agrees that it shall not sell or
make available at either the Demised Premises or at the Hotel any of the
following Items: golf shoes, golf clubs, golf bags, golf balls and other golf
equipment, men's anr' women's T-Shirts, sweatshirts and sweatpants which bear
the name and/or logo of the Torrey Pines Golf Course, tennis equipment, men's
and women's tennis wear, men's and women's aerobic wear and men's and
women's swimwear provided, however, that Lessee shall have the right to sell
men's bathing suits so long as It displays no more than ten such bathing suits at
anyone time and further pr ovlde d, however, that the words "tennis wear",
"aerobic wear" and "swimwear" shall In no way be construed to Include men's and
women's T-Shirts, sweatshirts and .swe atpants (Including, without limitation, such
men's and women's T-Shirts, sweatshirts, and sweatpants as are made from
cotton blend sheeting). Further, the terms and conditions of this Paragraph 11(1)
shall In no way be construed to expand the specific 'Ilst of items whIch Lessee Is
permitted to sell pursuant to the Paragraph titled "USE" on Page I of this Lease
and Paragraph II(G) hereof.

J. Lessee's obligations under this Lease to do or not to do a specified act In the
conduct of Lessee's business shall extend to and include Lessee's obligation to see
to It that Lessee's employees and agents shall do or shall not do such acts, as the
case may be.

K. Lessee hereby covenants and agrees that Lessee's employees at the Hotel wlll
attend and complete the Hotel's Sheraton Guest Satisfaction System ("SGSS")
program. Lessee shall be responsible for ail costs connected therewith including,
without limitation, employee wages for the period during which any employee Is
attending the SGSS program. Lessor hereby agrees to waive any charges which It
would otherwise charge Lessee's employees In connection with the SGSS
program. Lessee's employees shall attend and complete the first SGSS program
to be scheduled at the Hotel subsequent to the commencement of a given .
employee's employment at the Hotel, as well as each and every SGSS program
which is thereafter presented at the Hotel.
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12. Use of Name "Sheraton"

This Lease conveys no right to Lessee to the use of the name "Sheraton" with respect
to any operations of Lessee, and upon the termination of this lease for any reason,
Lessee shall have no right to indicate Its relationship with Sheraton with respect to
any of its operations.

13. Credit

It is understood and agreed that Lessor assumes no responsibility for any credit that
may be extended by the Lessee to Lessor's. patrons, guests, visitors, tenants or any
other person, unless the extension of credit is to a registered guest of the Hotei
pursuant to the specific provisions of a written credit agreement entered Into between
the Lessor and Lessee.

Should Lessor, at Lessee's request, decide in its sole discretion to permit charges
incurred by registered Hotel guests to be paid through the central Hotel bllling of said
guest, then Lessee hereby agrees that it shall pay Lessor a four percent (4%)
administrative fee on all such guest charges. Lessor shall have the right to deduct
said administrative fee from its payment of Hotel guest charges to Lessee.

14. Landlord's Right of Access

A. Lessee shall permit Lessor to erect, use and maintain pipes and conduits in and
through the Demised premises. Lessor's agents shall have the right to enter the
Demised Premises at all times, to examine the same, to show the Demised
Premises to prospect've purchasers of the Hotel or lessees of the Demised
Premises or the Ho t e i, and to make such decorations, repairs, aiterations,
improvements or additions as Lessor may deem necessary or deslrabie either to
the Hotel or to the Demised Premises (Including, without limitation, the right to
place, replace, maintain or repair utility lines, conduits, ducts, tubing, columns,
pipes, sprinkler' systems, fire and smoke prevention, detection and suppressant
systems or devIces In, under, over and upon the DemIsed Premises) and Lessor
shall be allowed to take all material into and upon the Demised Premises that
may be required therefor without the same constituting an eviction of Lessee in
whole or in part or being deemed a disturbance of Lessee's use or quiet
possession, and the rent reserved shall In no way abate while the decorations,
repairs, alterations, Improvements or additions are being made and Lessor shall
not be liable to Lessee by reason of loss of or Interruption of the business of
Lessee because of the prosecution of any such work or otherwise.

B. Lessor may permit access to the Demised Premises, without incurring liability to
Lessee, and whether cr not the Lessee shall be present, upon demand of any
receiver, trustee, assignee for the benefit of creditors, sheriff, marshall, court
officer or government official entitled to, or reasonabiy purporting to be entitled
to, such access, for the purpose of taking possession of or removing Lessee's
property or for any other lawful purpose. This provision and any action by Lessor
hereunder shall not be deemed' a recognitIon by Lessor that the person or official
making such demand has any right or interest In or to this Lease or in or to the
Demised Premises.

C. Lessor shall have the right to change the arrangement, and or location of
entrances or passageways, doors and doorways, corridors, elevators, stairs, toilets
or other public parts of the Hotel, and, after reasonable notice,' to change the
name, number, or designation by which the Hotel is commonly known.
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D. In the event of a refusal by Lessee to permit an entry upon the Demised Premises
as In this article provided, Lessor and Lessor's agents may forcibly enter the
same nevertheless without Incurring any liability by reason thereof.

15. Maintenance, Repair and Alteration

Lessee agrees that It shali:

A. Keep the non-structural portions of the Demised Premises In good order and
condition; replace ali broken glass with glass of the same quality as that broken
and commit no waste on the Demised Premises; and maintain the Demised
Premises In a neat and clean condition and In good repair at ali times. at the
expense of Lessee, to a standard of quality equal to that In existence at the
Commencement Date or such higher standard as thereafter put In by Lessor or
Lessee, ali subject to the approval of Lessor. The Demised Premises are leased
to Lessee In an "as Is" condition and Lessor shall have no obligation In regard to
the maintenance or repair thereof except as In this Lease speclficaliy assumed by
Lessor. See Paragraph I of Schedule A for additional terms and conditions
relative to Lessor's delivery of the Demised Premises to Lessee.

Lessee will. throughout the term hereof. at Its own expense, comply with the
requirements of ali governmental authorities having jurisdiction, Including the
making of any non-structural alterations or repairs to the Demised Premises
required by rules, regulations and codes of such governmental authorities now or
hereafter In effect. .

Upon the termination of this Lease In any manner whatsoever. Lessee shall
remove Its furniture, trade fixtures. personal property. goods and effects and
those of any other person claiming under Lessee. and quit and deliver up the
Demised Premises to Lessor peaceably and quietly In as good an order and
condition as the same were on the Commencement Date or such higher standard
as they were thereafter put In by Lessor or Lessee. reasonable use and wear
thereof excepted. Gcods and effects not removed by Lessee at the termination
of this Lease, however terminated. shall be considered abandoned and Lessor may
dispose of the same a. It deems expedient. at Lessee's expense. If any alterations
or additions to the premises have been made by Lessee with the Lessor's written
approval. then such E;teratlons and additions shall not be removed unless So
provided by written agreement with Lessor at the time such additions or
alterations were made or. unless Lessor shall, by written notice delivered to
Lessee at the time of termination, require that such alterations and additions be
removed. Lessee shall have thirty (30) days from and after the date of such
notice from Lessor to remove all alterations and additions specified therein at
Lessee's sole cost and expense.

C. Submit any proposed signs or displays to the Lessor for Its prior written approval
and consent as to style. form, contents. character and size. and If not so
approved, not use such signs or displays. It Is understood and agreed that Lessor's
failure or refusal to approve such proposed signs or displays shallbe final.

D. Not overload. damage or deface the Demised Premises or do any act which may
make void or voidable any Insurance on the Demised Premises or the Hotel or
which may render an increased or extra premium payable for Insurance.
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E. Not make any alteration or addition to the Demised Premises without the prior
written approval of the Lessor, and if such approval is given, all such work shall
be done in a first class workmanllke manner by competent contractors acceptable
to Lessor. Before any such work Is commenced, Lessee shall furnIsh proof to the
Lessor's satisfaction that adequate liability and workman's compensation
insurance is in force end effect and that no llens will accrue by reason of such
work.

16. Fire or Casualty Damage

Lessee shall give prompt notice to Lessor of any fire in, accident to, or def ecttve
condition in any part of the Demised Premises, Including but not llmlted to the
sanitary, electrical, heating, air conditioning, coollng and other systems located in, or
passing through, the Demised Premises.

If the Demised Premises shall be partially damaged by fire or other unavoidable cause
without the fault or negiect of Lessee, Lessee's servants, employees, agents, visitors
or licensees, then the damage shall be repaired by and at the expense of Lessor and
the Minimum Fixed Rent, until such repairs shall be made, shall be apportIoned
according to the part of the Demised Premises which is usable by Lessee.

Subject to the waivers of subrogatIon, if any such partial damage Is due to the fault or
neglect of Lessee, Lessee's servants, employees, agents, visitors or licensee, then any
repairs voluntarily made by Lessor shall be without prejudice to any rIght and
remedies of Lessor on account of such fault or neglect, Including the rIght to recover
for the cost of the repairs, and there shall be no apportionment or abatement of rent.
Except to the extent that Minimum Fixed Rent is abated as aforesaid, Lessor shall be
under no liability whatsoever for any delay in making repairs or restoration. Lessee
shall repair, restore and replace all fixtures or other property Installed In or upon the
DemIsed Premises by Lessee without any responslblllty of Lessor therefor.

Anything herein contained to the contrary notwithstanding, In the event that any
damage to the Demised Premises or the Hotel by fire or other cause shall be so
extensive that Lessor shall decIde not to repair or rebuild, or If, under such
circumstances, Lessor shall determine to rebuild but to elimInate or substantially
alter the space allocated to commercial tenants, thIs Lease shall, at the option of the
Lessor, be terminated as of the date of such damage by written notice from the
Lessor to Lessee, given at any time after the occurrence of such damage, and the
Minimum FIxed Rent and other sums herein provided to be paId by Lessee shall be
adjusted to the date of such damage and Lessee shall thereupon promptly vacate the
DemIsed PremIses.

NothIng hereIn contained shall be deemed or construed to Impose upon Lessor any
obligation, responsIbility, or liability whatsoever for the care, supervIsion or repaIr of
the Hotel or any part thereof, unless herein otherwise pr ovlde d.

17. Condemnation or Taking

If the whole or any part of the DemIsed Premises shall be taken by any publlc
authority under the power of emInent domain, the term of this Lease shall cease as of
the day possession shall be taken bysuch public authortty, and the MInimum FIxed
Rent, Percentage Rent, AdditIonal Rent and other payments hereIn provided for shall
be paid up to the date of such
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taking with a proportionate refund by Lessor of such Minimum Fixed Rent or other
payments as shall have been paid in advance. If any other portion of the Hotel Is so
taken under the power of eminent domain, the Lessor shall have the right to terminate
this lease as of the day possession shall be taken by such public authority by giving
Lessee written notice of termination within thirty (30) days after the taking of
possession by such publlc authority. The entire amount of any award shall belong
solely to the Lessor and Lessee shall have the right to make a separate claim with the
condemning authority for, and to receive therefrom

A. any moving expenses incurred by Lessee as a result of such condemnation;

B. any costs incurred or paid by Lessee in connection with any alteration or
Improvement made by Lessee to the Demised PremIses;

C. the value of any of Lessee's personal property taken; and

D. any other separate claim which Lessee may be permitted to make under
appllcable law; provided, however, that such other separate claIm shall not
reduce or adversely affect the amount of Lessor's award.

1B. Insurance

A. Lessee shall maintain adequate workman's compensation insurance covering Its
employees, make all proper reports to the United States Government and to the
State in which the Hotel is located, and to any other governmental authority
having Jurisdiction, pursuant to any existing Social Security, Fair Labor
Standards, unemployment insurance or other similar legislation, and pay all taxes,
insurance premiums or contributions called for by any such legislation.

B. Lessee shall carry, at its own expense:

(i) Comprehensive generaillability insurance for personal injury and property
damage, and such other coverages as shall be requested by Lessor, in
principal amounts deemed satisfactory to Lessor but not less than Two
Million and no/DO Dollars ($2,000,000) per occurrence;

(Il) Fire Insurance on fixtures and equipment In the Demised Premises to the
amount of their full Insurable value; and

(iil) Plate glass insurance in an amount and type satIsfactory to Lessor.

C. In the pollcies for such insurance, Lessor and Lessor's afflllates, ITT Sheraton
Corporation, ~Jorth An ,eric en Telsed Corporation," Sheraton Operating Corporation
and ITT Corporation, any owner of the Hotel if different than the aforesaid, and
their respective subsidiaries and afflliates shall be named Jointly with Lessee as
Insureds as their interests may appear. In the event that Lessee elects to carry
any other type or any further amount of general liabllity insurance or insurance
against risks in which Lessor is directly concerned, Lessee agrees that policies for
any such Insurance shall be written In the joint names of Lessee and Lessor and
the said afflliates and owner so that Lessor and said affiliates and owner wlll be
protected as their interests may appear.
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D. Lessee shall deliver certIficates of Insurance to Lessor prIor to takIng possessIon
of the DemIsed PremIses, evIdencIng that the above policIes are In full force and
effect and shall deliver to Lessor new certifIcates thIrty (30) days prIor to the
expIratIon of any theretofore delivered. All policIes of Insurance shall provIde
that they cannot be termInated or modified as to coverage wIthout thirty (30)
days prIor wrItten notice to Lessor.

E. AnythIng herein contained to the contrary notwIthstandIng, and wIthout In any
way llmlting the full force and effect of this provIsion or any other provIsIon of
thIs Lease, Lessee hereby covenants and agrees that Its fallure to strictly comply
wIth the terms and conditIons of thIs Paragraph 18 IncludIng, wIthout limItation,
the requIrements that Lessee secure and maIntaIn Insurance coverage and deliver
to Lessor certificates of Insurance, shall constitute a material default hereunder.

F. Lessor and Lessee hereby release the other from any and all lIablllty or
responsIbility to the other or anyone claimIng through or under them by way of
subrogatIon or otherwise for any loss or damage to property caused by fire or any
of the extended coverage or supplementary contract casualties, even If such fire
or other casualty shall have been caused by the fault or negligence of the other
party, or anyone for whom such party may be responsIble. Further, this release
shall be appllcable and In force and effect only with respect to loss or damage
covered by the releasor's policies.

G. Lessor and Lessee each agrees that It will request Its Insurance carrIers to
Include In Its pollcles such a clause or endorsement.

19. Indemnification

Without regard to types or limits of insurance coverage, Lessee will save Lessor,
Pia: tR hFFlepieel"lTaisei Corporation, ITT Sheraton Corporation, Sheraton Operating
Corporation, ITT Corporation, and any owner of the Hotel If different from the
aforesaid (collectively the "Indemnltees") harmless and IndemnIfIed from all loss,
damage, liability or expense Incurred, suffered or claimed by reason of any Injury, loss
or damage to the DemIsed Premises or to any person or property on the DemIsed
PremIses, and wl1l also save the Indemnltees harmless and IndemnIfied from and for
any loss, damage, liability or expense suffered or claimed by reason of any Injury, loss
or damage to the Hotel or to any person or property In or about the Hotel or the
approaches thereto, or wherever occurrIng, and arising out of the Lessee's neglect or
use of the Demised Premises or the bursting of any pipes on the Demised PremIses or
the use or misuse of any fixtures, apparatus or any other thIng therein or the escape
of water therefrom; and f~rther covenants and agrees that no claIm shall be made
against the Indemnltees by Lessee or any person claImIng the rIght to be In the
Demised Premises or the Hotel through or under Lessee for any Injur-y, loss or damage
to any person or property occurrIng for any cause upon the DemIsed Premises or In the
Hotel whereof It Is a part; provided that the foregoing provIsions of thIs paragraph
shall not apply to any Injury, loss, damage or llabllity arIsing from any omissIon, fault,
negligence or other mIsconduct of the Indemnltees, theIr agents or employees In or
about the Hotel or in or about any elevators, stairways, hallways, or other
appurtenance used in connection therewith and not within the exclusive control of
Lessee.
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Lessee and Lessor warrant to the other that It has had no deallngs wIth any broker or
agent In connectIon wIth thIs Lease and covenants to pay, hold harmless, and
indemnIfy the other from and agaInst any and all cost, expense or llabllity for any
compensatIon, commIssIons and charges claImed by any other broker or agent wIth
respect to thIs Lease or the negotIatIon thereof claImIng to have dealt wIth the
indemnIfyIng party.

Lessee agrees that the Indemnltees, the Hotel manager and offIcers and employees of
Owner, shall not be Hable to Lessee or others claImIng through or under Lessee for
any damage to or loss of personal property, fIxtures or equIpment In the DemIsed
Premises; provIded that the foregoing provIsIons of this paragraph shall not apply to
any Injury, loss, damage or llabllity arIsIng from any omIssion, fault, negllgence or
other misconduct of the Indemnltees, theIr agents or employees In or about the Hotel
or In or about any elevators, staIrways, hallways or other appurtenance used In
connection therewIth, and not wIthIn the exclusIve control of Lessee.

20. Assignment and Subletting

Lessee shall not wIthout the prior written consent of Lessor, whIch Lessor may in
Lessor's sale discretIon withhold for any reason or no reason and even though such
withholding of consent may be deemed unreasonable, assign, mortgage or pledge thIs
Lease or under-let, sub-let the Demised Premises or llcense or permit any other
person, partnership, firm or corporatIon to use or occupy the DemIsed PremIses or any
part thereof, nor shall any approved assignee or sub-lessee assIgn, mortgage or pledge
thIs Lease or such sub-lease or further under-let, sub-let, or license the use of the
DemIsed PremIses wIthout an additIonal prIor written consent of Lessor, which may,
likewIse, be unreasonably wIthheld. Without such prIor wrItten consent any attempted
assignment, mortgage, pledge, sublease or llcense shall be null, void and of no force
and effect ab lnltlo,

Any transfer of the capital stock of Lessee or of the capital stock of any corporatIon
owning any portion of the capital stock of Lessee, If a corporation, other than a
transfer between the shareholders of Lessee as of the date hereof and/or members of
their Immediate familles shall be deemed an assignment of thIs Lease for the purposes
of this paragraph. If Lessee Is a partnership, any transfer, sale or grant of any
partnership Interest or a transfer of the capital stock of a corporate partner, to any
person, other than such persons who hold a partnership interest as of the date of
execution hereof and/or members of their Immediate families shall be deemed an
assignment of this Lease for the purposes of this paragraph.

21. Notices

All bllls, statements, notIces or communications which the Lessor may desire or be
required to give to Lessee shall be deemed sufficIently given or rendered If In wrIting
and eitherdellvered to Lessee personally or sent by registered or certified mall or by
Federal Express or other slmllar overnIght dellvery service, addressed to Lessee at the
address set forth on Page I and the time of rendition thereof or the givIng of such
notIce or communIcatIon shall be deemed to be the tIme when the same is dellvered to
Lessee or wIthIn three days after the same Is deposited In the mall addressed to
Lessee, whichever occurs first. NotIces to Lessor shall be In writIng and addressed to
the address where the last prevIous rental hereunder was payable, or In the case
Lessor has gIven written notice of change, to the latest address furnIshed, In each
case, wIth a copy to ITT S'reratcn Corporation, SIxty State Street, Boston,
Massachusetts 02109 Attention: General Counsel.
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22. Defaults

Lessee shall be In default hereunder If:

A. Lessee shall fall to make any payment of any sum of money including. but not
llmlted to. Minimum Fixed Rent, Percentage Rent and Additional Rent. or fail to
provide Lessor with a monthly statement of Lessee's gross sales pursuant to
Paragraph 4(A) hereof, within eight (8) days after the same is due and/or payable
to Lessor by Lessee pursuant hereto;

8. Lessee shall breach or fail to keep, abide by and/or perform any other covenant.
agreement. term or condition of this Lease and such breach or failure on the part
of Lessee has not been remedied within thirty (30) days after written notice
thereof from Lessor to Lessee;

c. Lessee makes an assignment for the benefit of creditors or otherwise files a
voiuntary petition in bankruptcy for protection from creditors;

D. A petition Is filed asking for the dissolution, reorganization or declaration of the
bankruptcy of Lessee under any appllcable federal or state law and such petition
Is not dismissed within sixty (60) days;

E. A writ of execution or attachment Is levied on or against the property of Lessee;

F. The Lessee does or permits to be done any act which creates a mechanic's !len or
claim therefor aqalns; the Hotel of which the Demised Premises are a part, which
lien is not removed by Lessee, by bonding or otherwise, within thirty (30) days of
the date of filing;

G. Lessee attempts to remove Lessee's goods from the Demised Premises other than
in the ordinary course of business;

H. Except in the case of a substantial casualty or condemnation, Lessee vacates or
deserts the Demised Premises or permits the same to remain empty and
unoccupied continuously for five (5) days;

1. Notwithstanding any provision In this Lease permitting Lessee to cure any default
within a specified period of time, If Lessee shall default

(I) In the timely payment of any or all of Minimum Fixed Rent, Percentage
Rent, or Additional Rent three or more times In any period of twelve
consecutive calendar months, or' .

(11) in the performance of any particular term. condition or covenant of this
Lease three or more times In any period of six consecutive calendar
months, . .

then, notwithstanding that such defaults shall have each been cured within any
applicable cure period after notice, if any, as provided in this Lease, any further
similar default (including, without !lmitation, with respect to non-payment of any
. kind of rent payable under this Lease) shall not be curable by Lessee and Lessor
shallhave all of the remedies provided in this Lease (including, without
limitation, any and all remedies at law and In equlty) for a default hereunder.
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23. RemedIes

If Lessee Is In default as defined in Paragraph 22 then by that fact, thereupon, without
notice, entry or action by Lessor:

A. This Lease and the term created hereby shall determine and shall become
absolutely void without any right on the part of the Lessee to cure the default or
reinstate the Lease;

B. The Minimum Fixed Rent and the Additional Rent for the entire unexpired
balance of the term of the Lease, as well as all other rent charges, payments and
costs herein agreed to be paid by Lessee (collectively the "other charges"), or at
the option of the Lessor any part thereof, shall, in additIon to any and all
installments of Minimum Fixed Rent and Additional Rent or other charges
already due and payable and In arrears, accelerate and become due and payable as
If, under the terms hereof, that entire balance was on that date payable In
advance, and as if the Lease had not determined; and

C. Lessor shall be entitled to recover damages on account of such defauit In an
amount equal to the Minimum Fixed Rent, Additional Rent and other charges
reserved for the balance of the term of this Lease and so acceierated less the fair
rentai vaiue of the Demised Premises for the balance of the term.

Lessee specIfically acknowledges that neither the acceptance of rent by Lessor,
with or without knowledge of Lessee's default, nor the fallure of Lessor to take
actIon on account of any default to enforce its rights hereunder, shall be deemed
a waiver of any def ault and any said default shall be deemed a continuing one.
No waiver of any default or any agreement for the extension or modification of
any of the terms, covenants or conditions of this Lease shall be binding on Lessor
unless evIdenced by a writing signed by Lessor.

If Lessee Is in default as aforesaid, in addition to the consequences set forth in
(A) and (B) above, then Lessor, at Lessor's option, may do any or all of the
following:

D. Immediately, without notice or demand, enter the Demised PremIses forcibly, If
necessary, and expel all persons from the Demised Premises and remove all
Lessee's personal property therefrom, all without liability for trespass or
damages for such entry or the manner of such entry;

E. Elect wIthin ninety (~O) days of the date of termination, In lieu of damages as
measured by (A), (B) and (C) above, to require Lessee to pay, and Lessee hereby
covenants and agrees to pay to Lessor at Lessor's eiection:

(l) sums equal to the Minimum Fixed Rent, Additional Rent and other charges
or payments herein specified to be paid, at the same times and in the same
installments as if this Lease had not been terminated, or If the Demised
Premises have been relet, sums equal to the difference between the
installments aforesaid and the sums actually received by lessor; or

(ii) as liquidated damages and not as a penalty, a sum equal to twenty-five
percent (25%) of the total amount of Minimum Fixed Rent which would
have been payable during the residue of the term of this Lease.
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F. Cure Lessee's default at the expense of Lessee and reinstate this Lease, and In
such event, Lessee agrees to pay Lessor the amount of Lessor's costs and
expenses, Including reasonable attorney's fees, and any sums paid out by Lessor to
effect the cure, together with Interest on such total sum at the rate of fifteen
percent (15%) per annum or the maximum legal Interest rate from time to time In
effect In the Jurisdiction In which the Hotel Is located If such maximum legal rate
shall be less than fifteen percent (15%) per annum.

G. Lease the Demised Premises or any part or parts thereof to such person or
persons as Lessor shall deem advisable and Lessee shall be liable for any loss of
rent for the balance of the term of the Lease.

All remedies hereinabove set forth In this Paragraph 23 shall, unless otherwise
specIFied, be cumulative and concurrent and In addition to and not In derogation of
any and all remedies available to Lessor at law or In equity. No determination of this
Lease or the taking or recovering of the Demised Premises shall deprive Lessor of his
remedies or actions for Minimum Fixed Rent, Additional Rent or other charges or
payments due, nor shall an action for rent or damages preclude Lessor's simultaneous
or subsequent taking possession of the Demised Premises.

24. Attorney's Fees

Lessee agrees to pay Lessor all reasonable costs and expenses Incurred by Lessor In
enforcing any of the terms, covenants or conditions of this Lease, Including attorney's
fees, provided Lessor ultimately prevails In such litigation.

25. Security Deposit

Prior to the Commencement Date of this Lease, Lessee shall deposit with Lessor the
sum of Four Thousand Nine Hundred Dollars ($4,900) as security for Years 1-3 of the
term hereof and shall, as of the first day of the fourth year of the term hereof,
deposit with Lessor an additional One Thousand Six Hundred and Fifty Dollars ($1,650)
for an aggregate deposit of Six Thousand Five Hundred and Fifty Dollars ($6,550) as
security for Years 4-5 of the term hereof for the faithful performance and observance
by Lessee of the terms, provisions and conditions of this Lease. It Is agreed that In
the event that Lessee falls to perform In respect of any of the terms, provisions and
conditions of this Lease, including, but not being limited to, the payment of Minimum
Fixed Rent, Percentage Rent and Additional Rent, then Lessor may use, apply or
retain the whole or any part of the security so deposited to the extent required for the
payment of any Minimum Fixed Rent, Additional Rent and Percentage Rent or any
other sum as.to which Lessee Is In arrears or for any sum which Lessor may expend or
may be required to expend by reason of Lessee's default In respect of any of the
terms, covenants and conditions of this Lease, Including, .but not being limited to, any
damages or deficiency In the reletting of the Demised Premises, whether such
damages or deficiency accrued before or after summary proceedings or other re-entry
by Lessor. In the event that Lessee shall fully and faithfully comply with all of the
terms, provisions, covenants and conditions of this Lease, then the security shall be
returned to Lessee after t-ie date fixed as the end of the Lease and after delivery of
possession of the entire Demised Premises to Lessor.
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In the event of a sale of the Hotel or leasing or subleasIng of the Hotel of whIch the
Demised Premises forms E apart, or assignment of Lessor's leasehold Interest thereIn,
Lessor shall have the rIght to transfer the securIty to the vendee or lessee, and Lessor
shall thereupon be released by Lessee from all liabilIty for the return of such securIty
and Lessee agrees to look to the new Lessor solely for the return of saId security and
Its agreed that the provisions hereof shall apply to every transfer or assignment made
of the securIty to a new Lessor. Lessee further covenants that It wlll not assIgn or
encumber or attempt to assIgn or encumber the monIes deposIted hereIn as securIty
and that neIther Lessor nor Its successors or assigns shall be bound by any such
assignment, encumbrance, attempted assIgnment or attempted encumbrance.

26. Demolition or Conversion of Hotel

Lessor, Its successors or assigns shall have the absolute rIght to termInate this Lease,
or any extended term thereof, in the event that the Hotel in which the Demised
Premises are located, Is to be demolished or converted to other use, provIded that
Lessor gives Lessee one hundred and eighty (180) days' prior wrItten notIce
terminatIng thIs Lease. The notice by Lessor shall specify the reason for termination
and the approxImate date for demolition or conversion. Dn delivery of saId notIce to
the Lessee, the term of the Lease shall expIre as fully and completely on the date

'(!jspeCified thereIn as If that date were the Termination Date set forth in this Lease.

, 27. ease and Mortgages '

This Lease is subject and subordinate to all ground or underlying leases and to all
mortgages which may now or hereafter affect such leases or the real property of
which the Demised Premises are a part, and to all renewals, modifIcations,
consolidatIons, replacements and extensions thereof. This clause shall be
self-operative and no further instrument of subordinatIon shall be requIred by any
ground lessor or mortgagee. In confirmation of such subordInatIon, Lessee shall
execute promptly any certificate that Lessor may request. Lessee hereby constitutes
and appoints Lessor the Lessee's attorney-In-fact to execute any such certificate or
certificates for and on behalf of Lessee.' It Is a further condItion of this Lease that In
the event of any foreclosure sale or sales, this Lease shall continue In full force and
effect and Lessee hereun:'er agrees, upon request, to attorn to and acknowledge the
foreclosure purchaser or purchasers as Lessor, unless the note holder or trustees under
the first deed of trust or such foreclosure purchaser or purchasers shall at or prIor to
the tIme of such sale or within sixty (60) days thereafter, notify Lessee in wrIting to
vacate' and surrender the Demised PremIses wIthin nInety (90) days from the date of
sale, In which event this Lease shall fully terminate and expire at the end of the said
period of ninety (90) days from and after the day of the foreclosure sale.

28. Estoppel Certificates

Lessee agrees, at any tIme, and from tIme to time, upon not less than ten (10) days'
prIor notice by Lessor, to execute, acknowledge, and deliver to Lessor a statement In
writIng addressed to Lessor, or to such person as shall be designated by Lessor,
certifyIng that thls Lease Is unmodified and in full force and effect (or, If there.have
been modificatIons, that the same Is In full force and effect as modified and stating
the modificatIons), stating the dates to which the MinImum FIxed Rent, AddItional
Rent, Percentage Rent and other charges have been paid, and
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stating whether or not to the best knowledge of the signer of such certificate, there
exists any default on the part of Lessor In the performance of any covenant,
agreement, term, provision, or condition contained In this Lease, and, If so, specifying
each such default of which the signer may have knowledge; It being Intended that any
such statement delivered pursuant hereto may be relied upon by Lessor and by any
mortgagee or prospective mortgagee of any mortgage affecting the Hotel or by any
purchaser or prospective purchaser of the Hotel or of Lessor's Interest In this Lease,
and by any landlord under a ground or underlying lease affecting the Hotel, or both.

29. Lessor's Right To Relocate

Lessor, Its successors and assigns, shall have the absolute right for any reason
throughout the term hereof to require Lessee upon thirty (0) days' prior written
notice from Lessor to Lessee to move Lessee's business to equivalent retail space
within the Hotel, provided that Lessor shall bear all costs and expense of such
relocation. In the event such relocation is requested, Lessee agrees to promptly and
diligently cooperate In such move, and this Lease shall remain in full force and effect
upon the same terms and conditions herein contained and Lessor and Lessee agree to
execute an amendment hereto modifying the description of the Demised Premises.

30. Holdover

This Lease shall terminate automatically upon the expiration of the term without
notice to Lessee from Lessor and/or demand by Lessor that Lessee vacate the
Demised Premises. If for any reason, with or without the consent of Lessor, Lessee
continues In occupancy after the date of expiration, then such holdover by Lessee
shall be deemed to constitute a tenancy from month to month, terminable at the end
of any month on fifteen (15) days' prior wrl tten notice. Such tenancy from month to
month shall be on the same terms and conditions herein contained, except that during
such month to month tenancy, all Minimum Fixed Rent, Additional Rent, Percentage
Rent and other costs and payments agreed to be paid by Lessee to Lessor herein shall
be payable at the rates herein provided for -multiplied by three 0).

31. Successors and Assigns BO'Jnd

All rights and liabilities herein given to, or Imposed upon, the respective parties
hereto shall extend to and bind the several and respective heirs, executors,
administrators, successors and assigns of said parties; no rights, however, shall Inure
to the benefit of any assignee of Lessee unless the assignment to such assignee has
been approved by Lessor In writing as aforesaid.

32. Construction

If there shall be more than one Lessee, they shall all be bound Jointly and severally by
the terms, covenants, and agreements herein. The word "Lessee" shall be deemed and
taken to mean each and every person or party mentioned as a Lessee herein, be the
same one or more, and If there shall be more than one Lessee, then any notice
required or permitted by the terms of this Lease may be given by or to anyone
thereof, and shall have the same force and effect as If given by or to.all thereof. The
words "his" and "him" whc'-ever stated herein shall be deemed to refer to "Lessor" and
"Lessee" whether such Lessor or Lessee be singular or plural and Irrespective of
gender. Wherever reference Is made herein to the "term" of this Lease, "term" shall
mean and Include any renr wal or extension of the term hereof.
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Any headings preceding the text of the several paragraphs and sub-paragraphs hereof
are Inserted solely for convenience of reference and shall not constitute a part of this
Lease, nor shall they affect Its meaning, construction or effect.

33. Entire Agreement

This Lease constitutes the entire agreement between Lessor and Lessee and all prior
agreements, representations, and understandings are superseded hereby and there are
no agreements not contained herein. Lessee acknowledges that Lessee, in entering
Into this Lease, does so solely In consideration of the terms and conditions hereof, and
I~ not relyIng on any representatIon or understandings not set out in this Lease.

34. Amendments To Lease

This Lease may be modified; amended or surrendered only by an Instrument In writing
duly executed by Lessor and Lessee.

35. Inabillty To Deliver Possession

A. If Lessor shall be unable to give possession of the DemIsed Premises on the
Commencement Date by reason of the fact that the DemIsed PremIses are
located In a building being constructed and which has not been sufficIently
completed to make the DemIsed Premises ready for occupancy, or by reason of
the fact that a certificate of occupancy has not been procured, or by reason of
the fact that the Hotel Is not open to receive guests, or for any other reason
whatsoever, then Lessor shall not be subject to any liability for the failure to give
possession on said Commencement Date. Under such cIrcumstances, the rent
reserved and covenanted to be paid herein shall not commence untll the
possession of the Demised PremIses is given or the Demised Premises are
avallable for occupancy by Lessee, whichever is earlier, and no such fallure to
give possession on the Commencement Date shall In any way affect the validIty
of this Lease or the obligations of Lessee hereunder, nor shall same be construed
in any way to extend the term of this Lease, or alter the TerminatIon Date above
providad.

B. If the bullding in which the DemIsed Premises are located is not In course of
construction, and Lessor Is unable to give possession of the Demised Premises on
the Commencement l'ate hereof by reason of the holding over or retention of
possession of any tenant, tenants or occupants or for any other reason, or If
repairs, improvements or decorations of the DemIsed Premises or of the bulldlng
of which the DemIsed Premises form a part are not completed, rent shall not
commence untll possession Is given or the Demised PremIses are avallable for
occupancy by Lessee, whichever Is earlier, but the validity of this Lease shall not
be impaired under such circumstances nor shall same be construed In any way to
extend the term of this Lease, or alter the TermInation Date above provided.

C. IF permIssion Is given to Lessee to enter Into the possession of the Demised
PremIses or to occupy premIses other than the Demised PremIses prIor to the
Commencement Date, then Lessee covenants and agrees that such occupancy'
shall be deemed to be under all the terms, covenants, condItions and provIsions of
this Lease, except as to the covenant to pay rent, which shall be as agreed by
Lessor and Lessee at ':he time permIssion is granted. Lessee hereby covenants
and agrees that In tho
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event that such permission Is given, then, with respect to the period from the
date of possession through the date which is one (I) day prior to the
Commencement Date, Lessee shall pay Lessor rent in an amount equal to Two
Thousand Four Hundred and Fifty and nolOO Dollars ($2,450) multlp!led by a
fraction, the numerator of which Is the number of days that Lessee is in
possession of the Demised Premises prior to the Commencement Date and the
denominator of which Is 31. There shall be no change in the Termination Date.

D. In the event that the Lessor Is unable to de!lver possession of the Demised
Premises on the Commencement Date or the same are not available for
occupancy by Lessee for reasons set forth In (A) and (B) above, then the date on
which Lessee actually takes possession of the Demised Premises or the date when
the same are first available for occupancy by Lessee, whichever Is earlier, shall
become the Commencement Date for all purposes where reference to the
Commencement Date Is hereinafter made. There shall be no change In the
Termination Date.

36. Guaranty (Intentionally Omitted)

37. Renovations By Lessor (Intentionally Omitted)

38. Waste Management

Without !lmltlng Its ob!lgatlons under Paragraph II(B) of this Lease, Lessee covenants
and agrees to comply with all laws, rules, regulations and gulde!lnes now or hereafter
made app!lcable to the Demised Premises respecting the disposal of waste, trash,
garbage and other matter (Ilquld or solid), generated by Lessee, the disposal of which
is not otherwise the express obligation of Lessor under this Lease, Including, but not
limited to, laws, rules, regulations and guidelines respecting recycling and other forms
of reclamation (all of which are herein collectively referred to as "Waste Management
Requirements"). Lessee covenants and agrees to comply with all rules and regulations
established by Lessor to enable Lessor from time to time to comply with Waste
Management Requirements applicable to Lessor (j) as owner or operator of the
building in which the Demised Premises are located, as the case may be, and (il) in
performing Lessor's ob!lgations under this Lease, If any. Lessee covenants and agrees
to indemnify, defend, pro' ect and hold Lessor harmless (In accordance with
Paragraph 19 of this Lease) from and against all liability (Including costs, expenses
and attorney's fees) that Lessor may sustain by reason of Lessee's breach of Its
obllgations under this Paragraph 38. Lessee's obligations under this Paragraph 38 shall
survive the termination of this Lease.

39. Exculpation

It is expressly understood and agreed that nothing In this Lease, or any of the
Schedules and other documents executed pursuant hereto, shall be construed as
creating any liability whatsoever against Lessor personally. In particular, without
limiting the genera!lty of the foregoing, there shall be no personal !labl!lty to pay any
amount due hereunder or thereunder or to perform any covenant, either express or
implied, herein or therein contained, or to keep, preserve or sequester any property,
and that all personal !lability of said Lessor of every sort Is hereby expressly waived
by Lessee, and by every pr.rson now or hereafter claiming under Lessee or claiming
any right hereunder or thereunder, and that Lessee and such other persons shall look
solely to 'the Interest of Lossor in the Hotel for pay ment of any amount due hereunder
or thereunder or for the p erf orrnance of any such covenant herein or therein contained.
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40. Severabll1ty

The Invalldity or unenforceabll1ty of any provision hereof shall not affect or Impair
any other provision hereof.

41. Governing Law

This Lease shall be governed by and construed pursuant to the laws of the State of
Call fornia.

42. Lease Preparation

Lessor and Lessee hereby agree that this Lease shall not be construed more strictly
against one party than the other merely by virtue of the fact that It may have been
prepared by counsel for one of the parties, it being recognized that both Lessor and
Lessee have contributed substantially and materially to the preparation of this Lease.

43. Recording

Lessee shall not record this Lease without the prior written consent of Lessor.

44. Surrender of Lease

Lessor and Lessee do hereby acknowledge and agree that anything herein contained to
the contrary notwithstanding, this Lease shall not be enforceable against either of the
parties hereto until such time as Lessor has received a fully-executed Surrender of
Lease Agreement from Bacher Enterprises Inc., such agreement· to be Identical in
form and substance to that which is attached hereto as Schedule C.

45. Lessee's Representationl Accountant's Affidavit

Lessee hereby acknowledges and represents that it has paid Bacher Enterprises Inc.
("Bacher") the amount of Eighty and no/Oo Thousand Dollars ($80,000) for the purchase
of (a) Bacher's fixtures In the Demised Premises and (b) good will In connection with
Bacher's operation of a gift shop at the Demised Premises. Lessee acknowledges that
Lessor has relied upon the foregoing representation by Lessee and that Lessor
considers said representation to be a material part of the Lease.

Lessor and Lessee do hereby further acknowledge and agree that anything herein
contained to the contrary notwithstanding, this Lease shall not be enforceable against
either of the parties hereto until such time as Lessor has received a fully-executed
affidavit from Lessee's f.t:ountant, such agreement to be Identical in form and
substance to that which is attached hereto as Schedule D.

PAG/2921/Page 23



"
. ,

~ Hazelwood Enterprises In.orated
Lease Ag,reement

IN WITNESS WHEREOF, the parties hereto have executed this Lease under seal the day
and year first above written.

.Laasan TORREY PINES HOTEL ASSOCIATES

laY: ITT Sheraton Corporation, a Delaware corporation

Lessee:

By,~~L~
HAZELWOOD ENTERPRISES INCORPORATED, an Arizona
corporation

By:

This Lease is not valid and conveys no rights until executed by an authorized agent of
Lessor and until approved by the Hotel Controller and the Sheraton Reai Estate
Department.

__ =-:-_"_t"3IES - c. .~ .,.~,...,
Sheraton Real Estate Departmenti."pprovai

-------fjIAWe. ~tLL.>!.-.--1L/V-~_
~ Hotei Co~
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Schedule A

.1. Lessee's Improvements.

Lessee shall make all Improvements to the Demised Premises Including, without
llmltatlon, all ceiling, lighting, wall covering, floor covering, flxturlng and slgnage
requirements (collectively "Lessee's Improvements") which it may require at its sole
cost and expense. Lessee's Improvements shall be completed within sixty (60) days
after possession of the Demised Premises has been made available to Lessee by Lessor
(said 60 day period being hereinafter referred to as the "Construction Period").

Any and allsuch Improvements made by Lessee shall be completed In accord with
plans and/or specifications which have been prior approved by Lessor In writing.
Lessee hereby acknowledges that Lessor shall have the absolute right to disapprove
such plans and/or specifications In Lessor's sole and unfettered discretion. Lessor
therefore suggests that Lessee submit any such plans and/or speclflcatlons to Lessor
prior to Lessee's execution of this Lease.

2. Early Termination.

Throughout the term of the Lease, and anything In the Lease contained to the
contrary notwithstanding, Lessor shall have the right to terminate the Lease for any
. reason or no reason so 1011 ~ as (a) the effective date of termination is not earller than
August 1, 1993, (b) Lessor' has provided Lessee with at least ninety (90) days' prior
written notice of Its lntention to terminate the Lease and (c) Lessor, on the effective
date of termination, pays Lessee Thirty Thousand and no/OO Dollars ($30,000) plus the
amount which results f rorn multiplying Fifty Thousand and no/OO Dollars ($50,000) by
a fraction, the numerator of which is the number of days from the effective date of
termination until July 31, 1996, and the denominator of which Is 1825 (such sum being
hereinafter referred to as the "Termination Penalty"). NotWithstanding the foregoing,
Lessee hereby acknowledges and agrees that Lessor shall not be required to pay
Lessee any such Termination Penalty in the event that Lessor elects to terminate the
Lease pursuant to Paragraph 23 thereof.
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Schedule C

TerminatIon of Lease Agreement

This TerminatIon of Lease Agreement ("Agreement") is executed this 12th day of July,
1991, by and between TORREY PINES HOTEL ASSOCIATES, a California general
partnership comprised of ITT Sheraton Corporation, a Delaware corporation, and ~
Anierieel"l Tei~el Corporation, also a Delaware corporation ("Lessor") and BACHER
ENTERPRISES, INC. a California corporation ("Lessee").

WHEREAS, prior to the date hereof, Lessor and Lessee executed a LEASE AGREEMENT
("Lease") dated August 31, 1989; and

WHEREAS, said Lease covered that certain gift shop consisting of approximately
600 square feet located in the lobby of the Sheraton Grande Torrey Pines Hotel (such gift
shop being hereinafter referred to as the "Leased Premises"); and

WHEREAS, Lessor and Lessee desire to cancel and terminate the Lease;

NOW THEREFORE, In consideration of the mutual covenants contained herein and other
good and valuable consideration, the receipt and sufficiency of which are hereby
acknowledged, the parties hereto agree as follows: .

I. Surrender

Lessee does hereby surrender possession of the Leased Premises to Lessor, and Lessor
does hereby accept the surrender thereof effective as of July 31st , 1991,
and the parties hereto further agree that the Lease shall be and Is cancelled and
terminated for all purposes effectIve as of July 31st , 1991. Such
termination shall take effect with the same force and effect as
If July 31st , 1991 were the last day of the term of the Lease.

2. Release

The respective parties hereto hereby release 'each other of and from any and all debts,
claims, demands, accounts, actions, causes of action, suits, damages and liabilities
whatsoever of every name and nature, both in law and in equity, which either party
may now owe to the other or might ever have against the other arising out of the
Lease or in connection with the Leased Premises.

3. Binding Effect

This Agreement shall be binding upon and shall inure to the benefi t of the parties
hereto, their respectIve successors and assigns.
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EXECUTED this day and year first hereinabove written.

Lessor:

T,4-15£1
A-m 6'/2..i cA

TORREY PINES HOTEL ASSOCIATES, a
California general partnership comprised of ITT
Sheraton Corporation, a Delaware corporation, and
~jeFtR P,,,,,erlellli Tills!!! Oorporatlon, also a
Delaware corporation

By:

Lessee:

d

By, ~«--"L ~
b.V. P

BACHER ENTERPRISES INC., a California
corporation

>

By:

Louis Bacher, President

This Agreement Is not valid and conveys no rights until executed by an authorized
agent of Lessor and until approved by the Hotel Controller, and the Sheraton Real
Estate Department.

---;::-:------.:.:::J\-~a:s~...::::~/~~ ....'~s::::;::;:;:::::..-.,· 2.., .~,
Sheraton Real Estate Department Approv'1l

----JMtJ~"Oll~~
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Schedule 0

Affidavit In Support
Of Lessee's Representation
As To Amount Of Purchase

Price

~ II1IJ"fU ,:S IJ.. , being duly sworn, hereby warrants and represents,
under the pains and penalty of perjury, that:

1. I am the accountant for Hazelwood Enterprises Incorporated, an Arizona
corporation ("Lessee"), In connection with Lessee's purchase of fixtures and
good wlll from Bacher Enterprises lnc., a California corporation ("Bacher").

2. I have reviewed all of the financial documentation related to Lessee's purchase
of Bacher's fixtures located in the gift shop at the Sheraton Grande Torrey
Pines Hotel, 10950 North Torrey Pines Road, La Jolla, California 92037
C'Hotal"), as well as Lessee's purchase of good wlllin connection with the
operation of Bacher's business at the Hotel (such fixtures and good will being
hereinafter referred to as "Bacher's Business").

3. My review was conducted in accordance with generally accepted accounting
standards.

4. My review has Included examinIng evidence supportIng Lessee's representation
to Torrey PInes Hotel AssocIates, a Callfornia general partnershIp ("Lessor")
that Lessee has paid Bacher the amount of Eighty Thousand and nolOO Dollars
($80,000) for the purchase of Bacher's BusIness.

5. In my opinIon, based upon generally acceptable accountIng standards, the
financIal documentation referred to above accurately supports Lessee's
representatIon to Lessor that Lessee has purchased Bacher's Business for an
amount whIch Is equal to at least Eighty Thousand and nolOO Dollars ($80,000).

6. In my opinion, based upon generally acceptable accounting standards, Lessee's
determinatIon that Eighty Thousand and nolOO Dollars ($80,000) of the total
purchase pr lce are allocable towards the purchase of Bacher's Business Is fair
and reasonable.

Sworn to before me this /'701 day of July, 1991

dI~~<r .' ~
~i\Yotary Publlc

. . lAy Commission Expires April 30, 199

My ccmmlsslon expires _
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