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PART I. FINANCIAL INFORMATION

Item 1. Consolidated Financial Statements

The information furnished in the accompanying consolidated financial statements reflects all adjustments that are, in the opinion of management, necessary for a fair
statement of the results for the interim period presented.

Harris & Harris Group, Inc.®? (the "Company," "us," "our" and "we"), is an internally managed venture capital company that has elected to operate as a business
development company under the Investment Company Act of 1940 (the "1940 Act"). Certain information and disclosures normally included in the consolidated financial
statements in accordance with Generally Accepted Accounting Principles have been condensed or omitted as permitted by Regulation S-X and Regulation S-K. The
accompanying consolidated financial statements should be read in conjunction with the audited consolidated financial statements and notes thereto for the year ended December
31,2007, contained in our Annual Report on Form 10-K for the year ended December 31, 2007.

non
>

On September 25, 1997, our Board of Directors approved a proposal to seek qualification as a regulated investment company ("RIC") under Subchapter M of the
Internal Revenue Code (the "Code"). At that time, we were taxable under Subchapter C of the Code (a "C Corporation"). We filed for the 1999 tax year to elect treatment as a
RIC. In order to qualify as a RIC, we must, in general, (1) annually, derive at least 90 percent of our gross income from dividends, interest, gains from the sale of securities and
similar sources; (2) quarterly, meet certain investment diversification requirements; and (3) annually, distribute at least 90 percent of our investment company taxable income as
a dividend. In addition to the requirement that we must annually distribute at least 90 percent of our investment company taxable income, we may either distribute or retain our
taxable net capital gains from investments, but any net capital gains not distributed could be subject to corporate level tax. Further, we could be subject to a four percent excise
tax to the extent we fail to distribute at least 98 percent of our annual investment company taxable income and would be subject to income tax to the extent we fail to distribute
100 percent of our investment company taxable income.

Because of the specialized nature of our investment portfolio, we generally can satisfy the diversification requirements under Subchapter M of the Code if we receive a
certification from the Securities and Exchange Commission (“SEC”) that we are "principally engaged in the furnishing of capital to other corporations which are principally
engaged in the development or exploitation of inventions, technological improvements, new processes, or products not previously generally available."

On May 30, 2008, we received SEC certification for 2007, permitting us to qualify for RIC treatment for 2007 (as we had for the years 1999 through 2006) pursuant to
Section 851(e) of the Code. Although the SEC certification for 2007 was issued, there can be no assurance that we will qualify for or receive such certification for subsequent
years (to the extent we need additional certification as a result of changes in our portfolio) or that we will actually qualify for Subchapter M treatment in subsequent years. In
2007, we qualified for RIC treatment even without certification. In addition, under certain circumstances, even if we qualified for Subchapter M treatment in a given year, we
might take action in a subsequent year to ensure that we would be taxed in that subsequent year as a C Corporation, rather than as a RIC. Because Subchapter M does not
permit deduction of operating expenses against long-term capital gains, it is not clear that the Company and its shareholders have paid less taxes since 1999 than they would
have paid had the Company remained a C Corporation.




HARRIS & HARRIS GROUP, INC.
CONSOLIDATED STATEMENTS OF ASSETS AND LIABILITIES

ASSETS
September 30, 2008 December 31, 2007
(Unaudited)

Investments, in portfolio securities at value

(cost: $87,913,862 and $82,677,528, respectively) $ 63,942,445 78,110,384
Investments, in U.S. Treasury obligations at value

(cost: $56,206,231 and $59,552,933, respectively) 57,032,781 60,193,593
Cash and cash equivalents 937,914 330,009
Restricted funds (Note 9) 124,664 2,667,020
Receivable from portfolio company 0 524
Interest receivable 463,732 647,337
Prepaid expenses 148,515 488,667
Other assets 426,449 455,798
Total assets $ 123,076,500 142,893,332

LIABILITIES & NET ASSETS

Accounts payable and accrued liabilities (Note 9) $ 1,953,125 4,515,463
Deferred rent 9,715 14,525
Total liabilities 1,962,840 4,529,988
Net assets $ 121,113,660 138,363,344
Net assets are comprised of:
Preferred stock, $0.10 par value,

2,000,000 shares authorized; none issued $ 0 0
Common stock, $0.01 par value, 45,000,000 shares authorized at 9/30/08 and 12/31/07; 27,688,313 issued at

9/30/08 and 25,143,313 issued at 12/31/07 276,884 251,434
Additional paid in capital (Note 7) 179,619,630 160,927,691
Accumulated net realized loss (32,232,456) (15,483,766)
Accumulated unrealized depreciation of investments (23,144,867) (3,926,484)
Treasury stock, at cost (1,828,740 shares at 9/30/08 and 12/31/07) (3,405,531) (3,405,531)
Net assets $ 121,113,660 138,363,344
Shares outstanding 25,859,573 23,314,573
Net asset value per outstanding share $ 4.68 5.93

The accompanying notes are an integral part of these consolidated financial statements.
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HARRIS & HARRIS GROUP, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS

(Unaudited)
Three Months Ended Sept. 30 Nine Months Ended Sept. 30
2008 2007 2008 2007

Investment income:

Interest from:

Fixed-income securities $ 585,418 $ 743375 $ 1,626,176 $ 2,033,574
Miscellaneous income 2,500 39 5,669 39

Total investment income 587,918 743,414 1,631,845 2,033,613
Expenses:

Salaries, benefits and stock-based compensation (Note 5) 2,205,980 3,230,838 7,101,077 8,409,888

Administration and operations 252,884 311,332 838,100 1,049,375

Professional fees 138,461 155,999 478,559 673,261

Rent 80,358 60,314 197,960 178,634

Directors’ fees and expenses 79,318 80,364 263,633 333,717

Depreciation 13,447 16,734 41,251 47,955

Custodian fees 14,209 5,428 26,905 17,163

Total expenses 2,784,657 3,861,009 8,947,485 10,709,993
Net operating loss (2,196,739) (3,117,595) (7,315,640) (8,676,380)
Net realized (loss) gain from investments:

Realized (loss) gain from investments (4,373,124) 14,828 (9,384,082) 5,941

Income tax expense (Note 6) 2,102 4,083 48,968 88,988

Net realized (loss) gain from investments (4,375,226) 10,745 (9,433,050) (83,047)
Net (increase) decrease in unrealized depreciation on investments:

Change as a result of investment sales 4,278,500 0 9,293,153 0

Change on investments held (31,739,282) 3,711,087 (28,511,536) (1,120,140)

Net (increase) decrease in unrealized depreciation on investments (27,460,782) 3,711,087 (19,218,383) (1,120,140)
Net (decrease) increase in net assets resulting from operations $ (34,032,747)  $ 604,237  $ (35,967,073) $ (9,879,567)
Per average basic and diluted outstanding share $ (132) § 003 §$ (1.48) §$ (0.45)
Average outstanding shares 25,859,573 23,235,023 24,271,270 22,084,893

The accompanying notes are an integral part of these consolidated financial statements.

3




HARRIS & HARRIS GROUP, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)
Nine Months Ended Nine Months Ended
September 30, 2008 September 30, 2007

Cash flows used in operating activities:
Net decrease in net assets resulting from operations $ (35,967,073) $ (9,879,567)
Adjustments to reconcile net decrease in net assets resulting from operations to net cash used in operating

activities:

Net realized and unrealized loss on investments 28,602,465 1,114,199

Depreciation of fixed assets, amortization of premium or discount on U.S. government securities, and bridge

note interest (160,283) 31,425

Stock-based compensation expense 4,333,892 5,725,031
Changes in assets and liabilities:

Restricted funds 2,542,356 (384,144)

Receivable from portfolio company 524 (5,000)

Receivable from broker 0 819,905

Interest receivable 213,520 126,292

Income tax receivable 0 7,209

Prepaid expenses 340,152 (131,514)

Other assets 1,619 25,630

Accounts payable and accrued liabilities (2,562,338) 122,356

Accrued profit sharing 0 (261,661)

Deferred rent (4,810) (5,101)

Net cash used in operating activities (2,659,976) (2,694,940)
Cash flows from investing activities:

Purchase of U.S. government securities (75,932,334) (60,744,292)

Sale of U.S. government securities 79,326,692 56,454,594

Investment in private placements and notes (14,635,185) (17,480,885)

Proceeds from sale of private placements and notes 140,257 51,669

Purchase of fixed assets (15,046) (36,367)

Net cash used in investing activities (11,115,616) (21,755,281)
Cash flows from financing activities:

Proceeds from stock option exercises (Note 5) 0 9,673,662

Proceeds from stock offering (Note 7) 14,383,497 12,993,168

Net cash provided by financing activities 14,383,497 22,666,830
Net increase (decrease) in cash and cash equivalents:

Cash and cash equivalents at beginning of the period 330,009 2,071,788

Cash and cash equivalents at end of the period 937,914 288,397

Net increase (decrease) in cash and cash equivalents $ 607,905 $ (1,783,391)
Supplemental disclosures of cash flow information:

Income taxes paid $ 48427 $ 87,920

The accompanying notes are an integral part of these consolidated financial statements.
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HARRIS & HARRIS GROUP, INC.
CONSOLIDATED STATEMENTS OF CHANGES IN NET ASSETS

Nine Months Ended Year Ended
September 30, 2008 December 31, 2007
(Unaudited)
Changes in net assets from operations:
Net operating loss $ (7,315,640) $ (11,827,543)
Net realized (loss) gain on investments (9,433,050) 30,162
Net decrease in unrealized depreciation on investments sold 9,293,153 0
Net (increase) decrease in unrealized depreciation on investments held (28,511,536) 5,080,936
Net decrease in net assets resulting from operations (35,967,073) (6,716,445)
Changes in net assets from capital stock transactions:
Issuance of common stock upon the exercise of stock options 0 9,996
Issuance of common stock on offering 25,450 13,000
Additional paid-in capital on common stock issued 14,358,047 23,075,683
Stock-based compensation expense 4,333,892 8,050,807
Net increase in net assets resulting from capital stock transactions 18,717,389 31,149,486
Net (decrease) increase in net assets (17,249,684) 24,433,041
Net assets:
Beginning of the period 138,363,344 113,930,303
End of the period $ 121,113,660 $ 138,363,344

The accompanying notes are an integral part of these consolidated financial statements.
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HARRIS & HARRIS GROUP, INC.
CONSOLIDATED SCHEDULE OF INVESTMENTS AS OF SEPTEMBER 30, 2008

(Unaudited)
Method of Shares/
Valuation (1) Principal Value
Investments in Unaffiliated Companies (2)(3) - 13.7% of net assets at value
Private Placement Portfolio (Illiquid) - 13.7% of net assets at value
BioVex Group, Inc. (4)(5)(6)(7) -- Developing novel biologics for treatment of cancer and infectious
disease
Series E Convertible Preferred Stock ™M) 2,799,552 $ 1,250,000
D-Wave Systems, Inc. (4)(5)(6)(8) -- Developing high-performance quantum computing systems
Series B Convertible Preferred Stock M) 1,144,869 1,199,212
Series C Convertible Preferred Stock ™M) 450,450 471,831
Series D Convertible Preferred Stock M) 1,533,395 1,606,181
3,277,224
Exponential Business Development Company (4)(5) - Venture capital partnership focused on early
stage companies
Limited Partnership Interest M) 1 2,219
Molecular Imprints, Inc. (4)(5) -- Manufacturing nanoimprint lithography capital equipment
Series B Convertible Preferred Stock ™M) 1,333,333 1,029,693
Series C Convertible Preferred Stock M) 1,250,000 965,337
Warrants at $2.00 expiring 12/31/11 D 125,000 36,875
2,031,905
Nanosys, Inc. (4)(5) -- Developing zero and one-dimensional inorganic nanometer-scale materials
and devices
Series C Convertible Preferred Stock ™M) 803,428 2,370,113
Series D Convertible Preferred Stock ™M) 1,016,950 3,000,003
5,370,116
Nantero, Inc. (4)(5)(6) -- Developing a high-density, nonvolatile, random access memory chip,
enabled by carbon nanotubes
Series A Convertible Preferred Stock ™M) 345,070 1,046,908
Series B Convertible Preferred Stock M) 207,051 628,172
Series C Convertible Preferred Stock ™M) 188,315 571,329
2,246,409

The accompanying notes are an integral part of these consolidated financial statements.

6




HARRIS & HARRIS GROUP, INC.
CONSOLIDATED SCHEDULE OF INVESTMENTS AS OF SEPTEMBER 30, 2008

(Unaudited)
Method of Shares/
Valuation (1) Principal Value
Investments in Unaffiliated Companies (2)(3) - 13.7% of net assets at value (cont.)
Private Placement Portfolio (Illiquid) - 13.7% of net assets at value (cont.)
NeoPhotonics Corporation (4)(5) -- Developing and manufacturing optical devices and components
Common Stock ™M) 716,195 $ 93,106
Series 1 Convertible Preferred Stock ™) 1,831,256 613,941
Series 2 Convertible Preferred Stock ™) 741,898 243,932
Series 3 Convertible Preferred Stock ™) 2,750,000 904,184
Series X Convertible Preferred Stock ™) 2,000 400,000
Warrants at $0.15 expiring 01/26/10 1) 16,364 884
Warrants at $0.15 expiring 12/05/10 ) 14,063 760
2,256,807
Polatis, Inc. (4)(5)(6)(9) -- Developing MEMS-based optical networking components
Series A-1 Convertible Preferred Stock ™) 16,775 0
Series A-2 Convertible Preferred Stock ™) 71,611 0
Series A-4 Convertible Preferred Stock ™) 4,774 0
Series A-5 Convertible Preferred Stock M) 16,438 0
0
PolyRemedy, Inc. (4)(5)(6)(10) --Developing a robotic manufacturing platform for wound treatment
patches
Series B-1 Convertible Preferred Stock ™M) 287,647 122,250
Starfire Systems, Inc. (4)(5) -- Producing ceramic-forming polymers
Common Stock ™) 375,000 0
Series A-1 Convertible Preferred Stock M) 600,000
Total Unaffiliated Private Placement Portfolio (cost: $24,854,430) $ 16,556,930
Total Investments in Unaffiliated Companies (cost: $24,854,430) $ 16,556,930

The accompanying notes are an integral part of these consolidated financial statements.

7




HARRIS & HARRIS GROUP, INC.
CONSOLIDATED SCHEDULE OF INVESTMENTS AS OF SEPTEMBER 30, 2008

(Unaudited)
Method of Shares/
Valuation (1) Principal Value

Investments in Non-Controlled Affiliated Companies (2)(11) -
33.9% of net assets at value
Private Placement Portfolio (Illiquid) - 33.9% of net assets
at value
Adesto Technologies Corporation (4)(5)(6) -- Developing

semiconductor-related products enabled at the nanoscale

Series A Convertible Preferred Stock ™M) 6,547,619 $ 1,100,000
Ancora Pharmaceuticals, Inc. (4)(5)(6) -- Developing synthetic

carbohydrates for pharmaceutical applications

Series B Convertible Preferred Stock ™M) 1,663,808 1,200,000
BridgeLux, Inc. (4)(5)(12) -- Manufacturing high-power light

emitting diodes

Series B Convertible Preferred Stock M) 1,861,504 2,792,256

Series C Convertible Preferred Stock ™M) 2,130,699 3,196,050

Series D Convertible Preferred Stock M) 666,667 1,000,001

Warrants at $0.7136 expiring 02/02/17 @ 98,340 137,184

Warrants at $0.7136 expiring 04/26/17 )] 65,560 91,784

7,217,275

Cambrios Technologies Corporation (4)(5)(6) -- Developing

nanowire-enabled electronic materials for the display industry

Series B Convertible Preferred Stock ™M) 1,294,025 647,013

Series C Convertible Preferred Stock ™M) 1,300,000 650,000

1,297,013

CFX Battery, Inc. (4)(5)(6)(13) -- Developing batteries using

nanostructured materials

Series A Convertible Preferred Stock ™M) 1,208,262 946,528

The accompanying notes are an integral part of these consolidated financial statements.




HARRIS & HARRIS GROUP, INC.
CONSOLIDATED SCHEDULE OF INVESTMENTS AS OF SEPTEMBER 30, 2008

(Unaudited)
Method of Shares/
Valuation (1) Principal Value
Investments in Non-Controlled Affiliated Companies (2)(10) -
33.9% of net assets at value (cont.)
Private Placement Portfolio (Illiquid) - 33.9% of net assets
at value (cont.)
Crystal IS, Inc. (4)(5) -- Developing single-crystal
aluminum nitride substrates for optoelectronic devices
Series A Convertible Preferred Stock ™) 391,571 $ 76,357
Series A-1 Convertible Preferred Stock ™) 1,300,376 253,574
Warrants at $0.78 expiring 05/05/13 (D 15,231 4,006
Warrants at $0.78 expiring 05/12/13 (@)) 2,350 618
Warrants at $0.78 expiring 08/08/13 Q) 4,396 1,187
335,742
CSwitch Corporation (4)(5)(6)(14) -- Developing next-generation, system-
on-a-chip solutions for communications-based platforms
Series A-1 Convertible Preferred Stock ™M) 6,863,118 0
Unsecured Convertible Bridge Note (including interest) ™) 3 1,581,202 493,411
493,411
Ensemble Discovery Corporation (4)(5)(6)(15) -- Developing DNA
Programmed Chemistry for the discovery of new classes of
therapeutics and bioassays
Series B Convertible Preferred Stock ™) 1,449,275 1,000,000
Unsecured Convertible Bridge Note (including interest) (M) 251,328 251,328
1,251,328
Innovalight, Inc. (4)(5)(6) -- Developing solar power
products enabled by silicon-based nanomaterials
Series B Convertible Preferred Stock ™) 16,666,666 4,288,662
Series C Convertible Preferred Stock M) 5,810,577 1,495,176
5,783,838

The accompanying notes are an integral part of these consolidated financial statements.
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HARRIS & HARRIS GROUP, INC.
CONSOLIDATED SCHEDULE OF INVESTMENTS AS OF SEPTEMBER 30, 2008

(Unaudited)
Method of Shares/
Valuation (1) Principal Value
Investments in Non-Controlled Affiliated Companies (2)(10) -
33.9% of net assets at value (cont.)
Private Placement Portfolio (Illiquid) - 33.9% of net assets
at value (cont.)
Kereos, Inc. (4)(5)(6) -- Developing emulsion-based imaging
agents and targeted therapeutics to image and treat cancer
and cardiovascular disease
Series B Convertible Preferred Stock M) 545456 $ 0
Kovio, Inc. (4)(5)(6) -- Developing semiconductor products
using printed electronics and thin-film technologies
Series C Convertible Preferred Stock ™) 2,500,000 3,125,000
Series D Convertible Preferred Stock M) 800,000 1,000,000
4,125,000
Mersana Therapeutics, Inc. (4)(5)(6)(16) -- Developing advanced
polymers for drug delivery
Series A Convertible Preferred Stock M) 68,451 68,451
Series B Convertible Preferred Stock ™M) 866,500 866,500
Warrants at $2.00 expiring 10/21/10 (D 91,625 37,658
Unsecured Convertible Bridge Note (including interest) M) 203,068 203,068
1,175,677
Metabolon, Inc. (4)(5) -- Discovering biomarkers through
the use of metabolomics
Series B Convertible Preferred Stock ™M) 2,173,913 882,768
Series B-1 Convertible Preferred Stock M) 869,565 353,107
Warrants at $1.15 expiring 3/25/15 (D 434,783 131,739
1,367,614
NanoGram Corporation (4)(5) -- Developing solar power products
enabled by silicon-based nanomaterials
Series I Convertible Preferred Stock ™M) 63,210 62,262
Series IT Convertible Preferred Stock ™) 1,250,904 1,232,141
Series IIT Convertible Preferred Stock ™) 1,242,144 1,223,512
Series IV Convertible Preferred Stock M) 432,179 425,696
2,943,611

The accompanying notes are an integral part of these consolidated financial statements.
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HARRIS & HARRIS GROUP, INC.
CONSOLIDATED SCHEDULE OF INVESTMENTS AS OF SEPTEMBER 30, 2008

(Unaudited)
Method of Shares/
Valuation (1) Principal Value
Investments in Non-Controlled Affiliated Companies (2)(10) -
33.9% of net assets at value (cont.)
Private Placement Portfolio (Illiquid) - 33.9% of net assets
at value (cont.)
Nanomix, Inc. (4)(5) -- Producing nanoelectronic sensors that
integrate carbon nanotube electronics with silicon microstructures
Series C Convertible Preferred Stock ™) 977917 $ 23,622
Series D Convertible Preferred Stock M) 6,802,397 6,428
30,050
Nextreme Thermal Solutions, Inc. (4)(5) -- Developing thin-film
thermoelectric devices for cooling and energy conversion
Series A Convertible Preferred Stock ™M) 1,750,000 875,000
Series B Convertible Preferred Stock ™M) 4,870,244 1,327,629
2,202,629
Questech Corporation (4)(5) -- Manufacturing and marketing
proprietary metal and stone decorative tiles
Common Stock ™) 655,454 193,846
Warrants at $1.50 expiring 11/19/08 (D 5,000 0
Warrants at $1.50 expiring 11/19/09 (D 5,000 125
193,971
Siluria Technologies, Inc. (4)(5)(6) -- Developing next-generation
nanomaterials
Series S-2 Convertible Preferred Stock M) 482,218 40,181
Solazyme, Inc. (4)(5)(6) -- Developing algal biodiesel, industrial
chemicals and special ingredients based on synthetic biology
Series A Convertible Preferred Stock ™) 988,204 2,489,088
Series B Convertible Preferred Stock ™) 495,246 1,247,426
Series C Convertible Preferred Stock M) 651,309 1,640,517
5,377,031

The accompanying notes are an integral part of these consolidated financial statements.
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HARRIS & HARRIS GROUP, INC.
CONSOLIDATED SCHEDULE OF INVESTMENTS AS OF SEPTEMBER 30, 2008
(Unaudited)

Method of Shares/
Valuation (1) Principal Value

Investments in Non-Controlled Affiliated Companies (2)(10) -
33.9% of net assets at value (cont.)

Private Placement Portfolio (Illiquid) - 33.9% of net assets
at value (cont.)

Xradia, Inc. (4)(5) -- Designing, manufacturing and selling ultra-high
resolution 3D x-ray microscopes and fluorescence imaging systems
Series D Convertible Preferred Stock ™M) 3,121,099 $ 4,000,000

Total Non-Controlled Private Placement Portfolio (cost: $56,974,432) $ 41,080,899
Total Investments in Non-Controlled Affiliated Companies (cost: $56,974,432) $ 41,080,899

The accompanying notes are an integral part of these consolidated financial statements.
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HARRIS & HARRIS GROUP, INC.
CONSOLIDATED SCHEDULE OF INVESTMENTS AS OF SEPTEMBER 30, 2008
(Unaudited)

Method of Shares/
Valuation (1) Principal Value

Investments in Controlled Affiliated Companies (2)(17) -
5.2% of net assets at value
Private Placement Portfolio (Illiquid) - 5.2% of
net assets at value
Laser Light Engines, Inc. (4)(5)(6)(10) -- Manufacturing solid-state light

sources for digital cinema and large-venue projection displays

Series A Convertible Preferred Stock ™) 7,499,062 2,000,000
SiOnyx, Inc. (4)(5)(6) -- Developing silicon-based optoelectronic

products enabled by its proprietary "Black Silicon"

Series A Convertible Preferred Stock ™) 233,499 135,686

Series A-1 Convertible Preferred Stock ™) 2,966,667 1,723,930

Series A-2 Convertible Preferred Stock ™M) 4,207,537 2,445,000

4,304,616

Total Controlled Private Placement Portfolio (cost: $6,085,000) $ 6,304,616
Total Investments in Controlled Affiliated Companies (cost: $6,085,000) $ 6,304,616
Total Private Placement Portfolio (cost: $87,913,862) $ 63,942,445

The accompanying notes are an integral part of these consolidated financial statements.
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HARRIS & HARRIS GROUP, INC.
CONSOLIDATED SCHEDULE OF INVESTMENTS AS OF SEPTEMBER 30, 2008

(Unaudited)
Method of Shares/
Valuation (1) Principal Value
U.S. Government and Agency Securities (18) - 47.1% of net assets at value
U.S. Treasury Bill -- due date 02/12/09 ™M) 3 4,495,000 $ 4,477,200
U.S. Treasury Notes -- due date 01/15/09, coupon 3.25% ™) 3,000,000 3,020,640
U.S. Treasury Notes -- due date 02/15/09, coupon 4.50% ™) 5,100,000 5,158,956
U.S. Treasury Notes -- due date 04/15/09, coupon 3.125% ™) 3,000,000 3,024,840
U.S. Treasury Notes -- due date 07/15/09, coupon 3.625% ™) 3,000,000 3,041,940
U.S. Treasury Notes -- due date 10/15/09, coupon 3.375% ™) 3,000,000 3,046,410
U.S. Treasury Notes -- due date 01/15/10, coupon 3.625% ™) 3,000,000 3,068,430
U.S. Treasury Notes -- due date 04/15/10, coupon 4.00% ™) 3,000,000 3,097,980
U.S. Treasury Notes -- due date 06/30/10, coupon 2.875% ™) 1,250,000 1,270,600
U.S. Treasury Notes -- due date 07/15/10, coupon 3.875% ™) 3,000,000 3,108,060
U.S. Treasury Notes -- due date 09/15/10, coupon 3.875% ™) 2,000,000 2,077,500
U.S. Treasury Notes -- due date 10/15/10, coupon 4.25% ™) 2,000,000 2,092,660
U.S. Treasury Notes -- due date 12/15/10, coupon 4.375% ™) 2,000,000 2,102,040
U.S. Treasury Notes -- due date 03/31/11, coupon 4.750% ™) 2,000,000 2,131,560
U.S. Treasury Notes -- due date 06/30/11, coupon 5.125% ™) 2,000,000 2,157,960
U.S. Treasury Notes -- due date 09/30/11, coupon 4.500% ™) 2,000,000 2,126,400
U.S. Treasury Notes -- due date 12/31/11, coupon 4.625% ™) 2,000,000 2,133,600
U.S. Treasury Notes -- due date 10/31/12, coupon 3.875% ™) 2,000,000 2,091,880
U.S. Treasury Notes -- due date 02/15/13, coupon 3.875% ™) 7,500,000 7,804,125
Total Investments in U.S. Government and Agency Securities (cost: $56,206,231) $ 57,032,781
Total Investments (cost: $144,120,093) $ 120,975,226

The accompanying notes are an integral part of these consolidated financial statements.
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HARRIS & HARRIS GROUP, INC.
CONSOLIDATED SCHEDULE OF INVESTMENTS AS OF SEPTEMBER 30, 2008
(Unaudited)

Notes to Consolidated Schedule of Investments
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See Footnote to Consolidated Schedule of Investments on page 17 for a description of the Valuation Procedures.

Investments in unaffiliated companies consist of investments in which we own less than five percent of the voting shares of the portfolio company. Investments in non-
controlled affiliated companies consist of investments in which we own five percent or more, but less than 25 percent, of the voting shares of the portfolio company, or
where we hold one or more seats on the portfolio company’s Board of Directors but do not control the company. Investments in controlled affiliated companies consist
of investments in which we own 25 percent or more of the voting shares of the portfolio company or otherwise control the company.

The aggregate cost for federal income tax purposes of investments in unaffiliated companies is $24,854,430. The gross unrealized appreciation based on the tax cost
for these securities is $2,035,048. The gross unrealized depreciation based on the tax cost for these securities is $10,332,548.

Legal restrictions on sale of investment.
Represents a non-income producing security. Equity investments that have not paid dividends within the last 12 months are considered to be non-income producing.

These investments are development stage companies. A development stage company is defined as a company that is devoting substantially all of its efforts to
establishing a new business, and either it has not yet commenced its planned principal operations, or it has commenced such operations but has not realized significant
revenue from them.

With our purchase of Series E Convertible Preferred Stock of BioVex, we received a warrant to purchase a number of shares of common stock of BioVex as
determined by dividing 624,999.99 by the price per share at which the common stock is offered and sold to the public in connection with the initial public offering.
The ability to exercise this warrant is therefore contingent on BioVex completing successfully an initial public offering before the expiration date of the warrant on
September 27, 2012. The exercise price of this warrant shall be 110 percent of the initial public offering price.

D-Wave Systems, Inc., is located and is doing business primarily in Canada. We invested in D-Wave Systems, Inc., through D-Wave USA, a Delaware company. Our
investment is denominated in Canadian dollars and is subject to foreign currency translation. See "Note 3. Summary of Significant Accounting Policies."

The accompanying notes are an integral part of this consolidated schedule.
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HARRIS & HARRIS GROUP, INC.
CONSOLIDATED SCHEDULE OF INVESTMENTS AS OF SEPTEMBER 30, 2008
(Unaudited)
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Continuum Photonics, Inc., merged with Polatis, Ltd., to form Polatis, Inc.
Initial investment was made during 2008.

The aggregate cost for federal income tax purposes of investments in non-controlled affiliated companies is $56,974,432. The gross unrealized appreciation based on
the tax cost for these securities is $6,545,710. The gross unrealized depreciation based on the tax cost for these securities is $22,439,243.

BridgeLux, Inc., was previously named eLite Optoelectronics, Inc.

On February 28, 2008, Lifco, Inc., merged with CFX Battery, Inc. The surviving entity is CFX Battery, Inc.

With our investments in secured convertible bridge notes issued by CSwitch, we received two warrants to purchase a number of shares of the class of stock sold in the
next financing of CSwitch equal to $529,322 and $985,835, respectively, the principal of the notes, divided by the lowest price per share of the class of stock sold in

the next financing of CSwitch. The ability to exercise these warrants is, therefore, contingent on CSwitch completing successfully a subsequent round of financing.
The warrants will expire five years from the date of the close of the next round of financing. The cost basis of these warrants is $529 and $986, respectively.

With our investment in a convertible bridge note issued by Ensemble Discovery, we received a warrant to purchase a number of shares of the class of stock sold in the
next financing of Ensemble Discovery equal to $125,105.40 divided by the price per share of the class of stock sold in the next financing of Ensemble Discovery. The
ability to exercise this warrant is, therefore, contingent on Ensemble Discovery completing successfully a subsequent round of financing. This warrant shall expire and
no longer be exercisable on September 10, 2015. The cost basis of this warrant is $75.20.

Mersana Therapeutics, Inc., was previously named Nanopharma Corp.

The aggregate cost for federal income tax purposes of investments in controlled affiliated companies is $6,085,000. The gross unrealized appreciation based on the tax
cost for these securities is $219,616. The gross unrealized depreciation based on the tax cost for these securities is $0.

The aggregate cost for federal income tax purposes of our U.S. government securities is $56,206,231. The gross unrealized appreciation on the tax cost for these
securities is $941,828. The gross unrealized depreciation on the tax cost of these securities is $115,278.

The accompanying notes are an integral part of this consolidated schedule.
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HARRIS & HARRIS GROUP, INC.
FOOTNOTE TO CONSOLIDATED SCHEDULE OF INVESTMENTS

(Unaudited)

VALUATION PROCEDURES
I Determination of Net Asset Value

The 1940 Act requires periodic valuation of each investment in the portfolio of the Company to determine its net asset value. Under the 1940 Act, unrestricted
securities with readily available market quotations are to be valued at the current market value; all other assets must be valued at “fair value” as determined in good faith by or
under the direction of the Board of Directors.

The Board of Directors is responsible for (1) determining overall valuation guidelines and (2) ensuring that the investments of the Company are valued within the
prescribed guidelines.

The Valuation Committee, comprised of all of the independent Board members, is responsible for reviewing and approving the valuation of the Company’s assets
within the guidelines established by the Board of Directors. The Valuation Committee receives information and recommendations from management.

The values assigned to these investments are based on available information and do not necessarily represent amounts that might ultimately be realized, as such
amounts depend on future circumstances and cannot reasonably be determined until the individual investments are actually liquidated or become readily marketable.

1I. Approaches to Determining Fair Value

Statement of Financial Accounting Standards No. 157, "Fair Value Measurements," ("SFAS No. 157") defines fair value as the price that would be received to sell an
asset or paid to transfer a liability in an orderly transaction between market participants at the measurement date (exit price).

The main approaches to measuring fair value utilized are the market approach and the income approach.

Market Approach (M): The market approach uses prices and other relevant information generated by market transactions involving identical or comparable assets
or liabilities. For example, the market approach often uses market multiples derived from a set of comparables. Multiples might lie in ranges with a different
multiple for each comparable. The selection of where within the range each appropriate multiple falls requires judgment considering factors specific to the
measurement (qualitative and quantitative).
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amount (discounted). The measurement is based on the value indicated by current market expectations about those future amounts. Those valuation techniques
include present value techniques; option-pricing models, such as the Black-Scholes-Merton formula (a closed-form model) and a binomial model (a lattice
model), which incorporate present value techniques; and the multi-period excess earnings method, which is used to measure the fair value of certain assets.

SFAS No. 157 classifies the inputs used to measure fair value by these approaches into the following hierarchy:

Level 1: Unadjusted quoted prices in active markets for identical assets or liabilities.

Level 2: Quoted prices in active markets for similar assets or liabilities, or quoted prices for identical or similar assets or liabilities in markets that are not active,
or inputs other than quoted prices that are observable for the asset or liability.

Level 3: Unobservable inputs for the asset or liability.

Financial assets and liabilities are classified in their entirety based on the lowest level of input that is significant to the fair value measurement.
111. Investment Categories
The Company’s investments can be classified into five broad categories for valuation purposes:

Equity-related securities;

Long-term fixed-income securities;

Short-term fixed-income securities;

Investments in intellectual property, patents, research and development in technology or product development; and
All other securities.

The Company applies the methods for determining fair value discussed above to the valuation of investments in each of these five broad categories as follows:
A. EQUITY-RELATED SECURITIES

Equity-related securities, including warrants, are fair valued using the market or income approaches. The following factors may be considered when the
market approach is used to fair value these types of securities:
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§ Readily available public market quotations;

§  The cost of the Company’s investment;

§ Transactions in a company's securities or unconditional firm offers by responsible parties as a factor in determining valuation;

§  The financial condition and operating results of the company;

§ The company's progress towards milestones.

§  The long-term potential of the business and technology of the company;

§ The values of similar securities issued by companies in similar businesses;

§  Multiples to revenue, net income or EBITDA that similar securities issued by companies in similar businesses receive;

§  The proportion of the company's securities we own and the nature of any rights to require the company to register restricted securities under applicable
securities laws; and

§  The rights and preferences of the class of securities we own as compared to other classes of securities the portfolio company has issued.

When the income approach is used to value warrants, the Company uses the Black-Scholes-Merton formula.

LONG-TERM FIXED-INCOME SECURITIES

1. Readily Marketable: Long-term fixed-income securities for which market quotations are readily available are valued using the most recent bid
quotations when available.

2. Not Readily Marketable: Long-term fixed-income securities for which market quotations are not readily available are fair valued using the
market approach. The factors that may be considered when valuing these types of securities by the market approach include:

Credit quality;

Interest rate analysis;

Quotations from broker-dealers;

Prices from independent pricing services that the Board believes are reasonably reliable; and
Reasonable price discovery procedures and data from other sources.
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SHORT-TERM FIXED-INCOME SECURITIES

Short-term fixed-income securities are valued using the market approach in the same manner as long-term fixed-income securities until the remaining
maturity is 60 days or less, after which time such securities may be valued at amortized cost if there is no concern over payment at maturity.

INVESTMENTS IN INTELLECTUAL PROPERTY, PATENTS, RESEARCH AND DEVELOPMENT IN TECHNOLOGY OR PRODUCT
DEVELOPMENT

Such investments are fair valued using the market approach. The Company may consider factors specific to these types of investments when using the
market approach including:

The cost of the Company’s investment;

Investments in the same or substantially similar intellectual property or patents or research and development in technology or product development
or offers by responsible third parties;

The results of research and development;

Product development and milestone progress;

Commercial prospects;

Term of patent;

Projected markets; and

Other subjective factors.

ALL OTHER SECURITIES

All other securities are reported at fair value as determined in good faith by the Valuation Committee using the approaches for determining valuation as
described above.

For all other securities, the reported values shall reflect the Valuation Committee's judgment of fair values as of the valuation date using the outlined basic
approaches of valuation discussed in Section III. They do not necessarily represent an amount of money that would be realized if we had to sell such assets
in an immediate liquidation. Thus, valuations as of any particular date are not necessarily indicative of amounts that we may ultimately realize as a result of
future sales or other dispositions of investments we hold.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

NOTE 1. THE COMPANY

Harris & Harris Group, Inc. (the "Company," "us," "our" and "we"), is a venture capital company operating as a business development company ("BDC") under the
Investment Company Act of 1940 ("1940 Act"). We operate as an internally managed company whereby our officers and employees, under the general supervision of our Board
of Directors, conduct our operations.

non
>

We elected to become a BDC on July 26, 1995, after receiving the necessary shareholder approvals. From September 30, 1992, until the election of BDC status, we
operated as a closed-end, non-diversified investment company under the 1940 Act. Upon commencement of operations as an investment company, we revalued all of our assets
and liabilities in accordance with the 1940 Act. Prior to September 30, 1992, we were registered and filed under the reporting requirements of the Securities Exchange Act of
1934 (the "1934 Act") as an operating company and, while an operating company, operated directly and through subsidiaries.

Harris & Harris Enterprises, Inc.,SM is a 100 percent wholly owned subsidiary of the Company. Harris & Harris Enterprises, Inc., is a partner in Harris Partners I,
L.P.,SM and is taxed under Subchapter C of the Code (a “C Corporation”). Harris Partners I, L.P, is a limited partnership and is used to hold certain interests in portfolio
companies. The partners of Harris Partners I, L.P., are Harris & Harris Enterprises, Inc., (sole general partner) and Harris & Harris Group, Inc., (sole limited partner). Harris &
Harris Enterprises, Inc., pays taxes on any non-passive investment income generated by Harris Partners I, L.P. For the period ended September 30, 2008, there was no non-
passive investment income. The Company consolidates the results of its subsidiaries for financial reporting purposes.

NOTE 2. INTERIM FINANCIAL STATEMENTS

Our interim financial statements have been prepared in accordance with the instructions to Form 10-Q and Article 10 of Regulation S-X and in conformity with
generally accepted accounting principles applicable to interim financial information. Accordingly, they do not include all information and disclosures necessary for a
presentation of our financial position, results of operations and cash flows in conformity with generally accepted accounting principles in the United States of America. In the
opinion of management, these financial statements reflect all adjustments, consisting of valuation adjustments and normal recurring accruals, necessary for a fair presentation of
our financial position, results of operations and cash flows for such periods. The results of operations for any interim period are not necessarily indicative of the results for the
full year. These financial statements should be read in conjunction with the financial statements and notes thereto contained in our Annual Report on Form 10-K for the fiscal
year ended December 31, 2007.
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NOTE 3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The following is a summary of significant accounting policies followed in the preparation of the consolidated financial statements:

Principles of Consolidation. The consolidated financial statements have been prepared in accordance with accounting principles generally accepted in the United States
of America for investment companies and include the accounts of the Company and its wholly owned subsidiaries. All significant inter-company accounts and transactions have
been eliminated in consolidation.

Use of Estimates. The preparation of the consolidated financial statements in conformity with accounting principles generally accepted in the United States of America
requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities and contingent assets and liabilities as of September 30, 2008,
and December 31, 2007, and the reported amounts of revenues and expenses for the three months and nine months ended September 30, 2008, and 2007. Actual results could
differ from these estimates, and the differences could be material. The most significant estimates relate to the fair valuations of certain of our investments.

Cash and Cash Equivalents. Cash and cash equivalents includes demand deposits and money market instruments with maturities of less than three months. Cash and
cash equivalents are carried at cost which approximates value.

Portfolio Investment Valuations. Investments are stated at "value" as defined in the 1940 Act and in the applicable regulations of the SEC. Value, as defined in Section
2(a)(41) of the 1940 Act, is (i) the market price for those securities for which a market quotation is readily available and (ii) the fair value as determined in good faith by, or
under the direction of, the Board of Directors for all other assets. (See "Valuation Procedures" in the "Footnote to Consolidated Schedule of Investments.") At September 30,
2008, our financial statements include private venture capital investments valued at $63,942,445, the fair values of which were determined in good faith by, or under the
direction, of the Board of Directors. Upon sale of investments, the values that are ultimately realized may be different from what is presently estimated. The difference could be
material. Effective January 1, 2008, the Company adopted SFAS No. 157, "Fair Value Measurements," which defines fair value, establishes a framework for measuring fair
value and expands disclosures about fair value measurements. The adoption of SFAS No. 157 did not have a material impact on the fair value measurements of the Company's
investments.

Foreign Currency Translation. The accounting records of the Company are maintained in U.S. dollars. All assets and liabilities denominated in foreign currencies are
translated into U.S. dollars based on the rate of exchange of such currencies against U.S. dollars on the date of valuation. For the nine months ended September 30, 2008,
included in the net decrease in unrealized depreciation on investments was a $186,684 loss resulting from foreign currency translation.

Securities Transactions. Securities transactions are accounted for on the date the transaction for the purchase or sale of the securities is entered into by the Company
(i.e., trade date).
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Interest Income Recognition. Interest income, adjusted for amortization of premium and accretion of discount, is recorded on accrual basis. The Company ceases
accruing interest when securities are determined to be non-income producing and writes off any previously accrued interest.

Realized Gain or Loss and Unrealized Appreciation or Depreciation of Portfolio Investments. Realized gain or loss is recognized when an investment is disposed of
and is computed as the difference between the Company’s cost basis in the investment at the disposition date and the net proceeds received from such disposition. Realized
gains and losses on investment transactions are determined by specific identification. Unrealized appreciation or depreciation is computed as the difference between the fair
value of the investment and the cost basis of such investment.

Stock-Based Compensation. The Company has a stock-based employee compensation plan. The Company accounts for the plan in accordance with the provisions of
Statement of Financial Accounting Standards No. 123(R), "Share-Based Payment," ("SFAS No. 123(R)"). See "Note 5. Stock-Based Compensation" for further discussion.

Income Taxes. As we intend to qualify as a RIC under Subchapter M of the Internal Revenue Code, the Company does not provide for income taxes. Our taxes are
accounted for in accordance with Statement of Financial Accounting Standards No. 109, "Accounting for Income Taxes," and FIN 48, "Accounting for Uncertainty in Income
Taxes." The Company recognizes interest and penalties in income tax expense.

We pay federal, state and local income taxes on behalf of our wholly owned subsidiary, Harris & Harris Enterprises, Inc., which is a C corporation. See "Note 6.
Income Taxes."

Restricted Funds. The Company maintains a rabbi trust for the purposes of accumulating funds to satisfy the obligations incurred by us for the Supplemental Executive
Retirement Plan ("SERP") under the employment agreement with Charles E. Harris.

provided using the straight-line method over the estimated useful lives of the premises and equipment.

Concentration of Credit Risk. The Company places its cash and cash equivalents with financial institutions and, at times, cash held in checking accounts may exceed
the Federal Deposit Insurance Corporation insured limit.

NOTE 4. FAIR VALUE MEASUREMENTS

At September 30, 2008, our financial assets were categorized as follows in the fair value hierarchy for SFAS No. 157 purposes:
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Fair Value Measurement at Reporting Date Using:
Quoted Prices in

Active Markets for Significant Other Significant
Identical Assets Observable Inputs Unobservable
Description September 30, 2008 (Level 1) (Level 2) Inputs (Level 3)
U.S. Government Securities $ 57,032,781  $ 0 $ 57,032,781  $ 0
Portfolio Companies $ 63,942,445  $ 0 $ 0 $ 63,942,445
Total $ 120,975,226  $ 0 $ 57,032,781 § 63,942,445

The following chart shows the components of change in the financial assets categorized as Level 3, for the three months ended September 30, 2008.

Fair Value Measurements Using Significant
Unobservable Inputs (Level 3)

Portfolio Companies

Beginning Balance, July 1, 2008 $ 92,335,524
Total realized losses included in changes in net assets (4,371,987)
Total unrealized losses included in changes in net assets (27,847,181)
Purchases and interest on bridge notes 3,832,612
Disposals (6,523)
Ending Balance, September 30, 2008 $ 63,942,445

The amount of total losses for the period

included in changes in net assets attributable to the

change in unrealized gains or losses relating to

assets still held at the reporting date $ (32,125,681)
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The following chart shows the components of change in the financial assets categorized as Level 3, for the nine months ended September 30, 2008.

Fair Value Measurements Using Significant
Unobservablelnputs (Level 3)

Portfolio Companies

Beginning Balance, January 1, 2008 $ 78,110,384
Total realized losses included in changes in net assets (9,386,640)
Total unrealized losses included in changes in net assets (19,404,273)
Purchases and interest on bridge notes 14,756,711
Disposals (133,737)
Ending Balance, September 30, 2008 $ 63,942,445

The amount of total losses for the period
included in changes in net assets attributable to the

change in unrealized gains or losses relating to
assets still held at the reporting date $ (28,697,427)

NOTE 5. STOCK-BASED COMPENSATION

On March 23, 2006, the Board of Directors of the Company voted to terminate the Employee Profit-Sharing Plan and to establish the Harris & Harris Group, Inc. 2006
Equity Incentive Plan (the "Stock Plan"), subject to shareholder approval. This proposal was approved at the May 4, 2006, Annual Meeting of Shareholders. The Stock Plan
provides for the grant of equity-based awards of stock options to our officers, employees and directors (subject to receipt of an exemptive order described below) and restricted
stock (subject to receipt of an exemptive order described below) to our officers and employees who are selected by our Compensation Committee for participation in the plan
and subject to compliance with the 1940 Act.

On July 11, 2006, the Company filed an application with the SEC regarding certain provisions of the Stock Plan, and on June 29, 2007, the Company responded to
comments from the SEC on the application. In the event that the SEC provides the exemptive relief requested by the application, and we receive any additional stockholder
approval required, the Compensation Committee may, in the future, authorize awards of stock options under the Stock Plan to non-employee directors of the Company and
authorize grants of restricted stock to employees, subject to shareholder approval.

A maximum of 20 percent of our total shares of our common stock issued and outstanding are available for awards under the Stock Plan. Under the Stock Plan, no
more than 25 percent of the shares of stock reserved for the grant of the awards under the Stock Plan may be restricted stock awards at any time during the term of the Stock
Plan. If any shares of restricted stock are awarded, such awards will reduce on a percentage basis the total number of shares of stock for which options may be awarded. If the
Company does not receive exemptive relief from the SEC to issue restricted stock, all shares granted under the Stock Plan may be subject to stock options. No more than
1,000,000 shares of our common stock may be made subject to awards under the Stock Plan to any individual in any year.
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On March 19, 2008, the Compensation Committee of the Board of Directors and the full Board of Directors of the Company approved a grant of individual Non-
Qualified Stock Option ("NQSQ") awards for certain officers and employees of the Company. The terms and conditions of the stock options granted were set forth in award
agreements between the Company and each award recipient entered into on that date. Options to purchase a total of 348,032 shares of stock were granted with vesting periods
ranging from March 2009 to March 2012 and with an exercise price of $6.18, which was the closing volume weighted average price of our shares of common stock on March
19, 2008. Upon exercise, the shares would be issued from our previously authorized but unissued shares.

On August 13, 2008, the Compensation Committee of the Board of Directors and the full Board of Directors of the Company approved a grant of individual Non-
Qualified Stock Option ("NQSO") awards for certain officers and employees of the Company. The terms and conditions of the stock options granted were set forth in award
agreements between the Company and each award recipient entered into on that date. Options to purchase a total of 1,163,724 shares of stock were granted with vesting periods
ranging from December 2008 to August 2012 and with an exercise price of $6.92, which was the closing volume weighted average price of our shares of common stock on
August 13, 2008. Upon exercise, the shares would be issued from our previously authorized but unissued shares.

The Company accounts for the Stock Plan in accordance with the provisions of SFAS No. 123(R), which requires that we determine the fair value of all share-based
payments to employees, including the fair value of grants of employee stock options, and record these amounts as an expense in the Statement of Operations over the vesting
period with a corresponding increase to our additional paid-in capital. At September 30, 2008, and December 31, 2007, the increase to our operating expenses was offset by the
increase to our additional paid-in capital, resulting in no net impact to our net asset value. Additionally, the Company does not record the tax benefits associated with the
expensing of stock options, because the Company currently intends to qualify as a RIC under Subchapter M of the Code.

An option's expected term is the estimated period between the grant date and the exercise date of the option. As the expected term period increases, the fair value of the
option and the non-cash compensation cost will also increase. The expected term assumption is generally calculated using historical stock option exercise data. The Company
does not have historical exercise data to develop such an assumption. In cases where companies do not have historical data and where the options meet certain criteria, SEC
Staff Accounting Bulletin 107 ("SAB 107") provides the use of a simplified expected term calculation. Accordingly, the Company calculated the expected terms using the SAB
107 simplified method.

Expected volatility is the measure of how the stock's price is expected to fluctuate over a period of time. An increase in the expected volatility assumption yields a
higher fair value of the stock option. Expected volatility factors for the stock options were based on the historical fluctuations in the Company’s stock price over a period

commensurate with the expected term of the option, adjusted for stock splits and dividends.
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The expected dividend yield assumption is traditionally calculated based on a company's historical dividend yield. An increase to the expected dividend yield results in
a decrease in the fair value of option and resulting compensation cost. Although the Company has declared deemed dividends in previous years, most recently in 2005, the
amounts and timing of any future dividends cannot be reasonably estimated. Therefore, for purposes of calculating fair value, the Company has assumed an expected dividend
yield of zero percent.

The risk-free interest rate assumptions are based on the annual yield on the measurement date of a zero-coupon U.S. Treasury bond the maturity of which equals the
option’s expected term. Higher assumed interest rates yield higher fair values.

The amount of non-cash, stock-based compensation expense recognized in the Consolidated Statements of Operations is based on the fair value of the awards the
Company expects to vest, recognized over the vesting period on a straight-line basis for each award, and adjusted for actual options vested and pre-vesting forfeitures. The
forfeiture rate is estimated at the time of grant and revised, if necessary, in subsequent periods if the actual forfeiture rate differs from the estimated rate and is accounted for in
the current period and prospectively.

The fair value of each stock option award is estimated on the date of grant using the Black-Scholes-Merton option pricing model as permitted by SFAS No. 123(R).
The assumptions used in the calculation of fair value of the stock options granted on March 19, 2008, using the Black-Scholes-Merton model for the contract term was as
follows:

Weighted
Average
Number Expected Expected Expected Risk-free Fair
of Options Term Volatility Dividend Interest Value
Type of Award Term Granted in Yrs Factor Yield Rates Per Share
Non-qualified stock options 9.78 Years 348,032 6.14 57.1% 0% 2.62% $ 3.45
Total 348,032 $ 3.45

The assumptions used in the calculation of fair value of the stock options granted on August 13, 2008, using the Black-Scholes-Merton model for the contract term was
as follows:

Weighted
Average
Number Expected Expected Expected Risk-free Fair
of Options Term Volatility Dividend Interest Value
Type of Award Term Granted in Yrs Factor Yield Rates Per Share
Non-qualified stock options 9.38 Years 976,685 5.94% 55.1% 0% 3.40% $ 3.79
Non-qualified stock options 9.38 Years 187,039 4.88% 50.6% 0% 3.24% $ 3.25
Total

1,163,724
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For the three months and nine months ended September 30, 2008, the Company recognized $1,367,567 and $4,333,892 of compensation expense in the Consolidated
Statements of Operations. As of September 30, 2008, there was approximately $9,206,698 of unrecognized compensation cost related to unvested stock option awards. This
cost is expected to be recognized over a weighted-average period of approximately two years.

For the three months and nine months ended September 30, 2008, no stock options were exercised.

For the three months and nine months ended September 30, 2008, the calculation of the net decrease in net assets resulting from operations per share excludes the
stock options because such options were anti-dilutive. The options may be dilutive in future periods in which there is a net increase in net assets resulting from operations, in
the event that there is a significant increase in the average stock price in the stock market or in the event of significant decreases in the amount of unrecognized compensation
cost.

A summary of the changes in outstanding stock options is as follows:

Weighted
Weighted Weighted Average
Average Average Remaining Aggregate
Exercise Grant Date Contractual Intrinsic
Shares Price Fair Value Term (Yrs) Value
Options Outstanding at
January 1, 2008 3,967,744 $ 10.54 $ 4.77
Granted 1,511,756 $ 6.75 $ 3.64 9.25
Exercised 08$ 08$ 0
Forfeited or Expired (465,087) $ 10.15 § 2.70
Options Outstanding at
September 30, 2008 5,014,413 ¢ 943 $ 4.62 5.82 $ 69,357
Options Exercisable at
September 30, 2008 1,760,544 ¢ 1042 § 5.34 4.89 $ 0
Options Exercisable and Expected to be
Exercisable at September 30, 2008 4,943,565 ¢ 942 § 4.59 5.80 $ 69,357

The aggregate intrinsic value in the table above with respect to options outstanding, exercisable and expected to be exercisable, is calculated as the difference between
the Company's closing stock price of $6.38 on the last trading day of the third quarter of 2008 and the exercise price, multiplied by the number of in-the-money options. This
represents the total pre-tax intrinsic value that would have been received by the option holders had all options been fully vested and all option holders exercised their awards on
September 30, 2008.

Unless earlier terminated by our Board of Directors, the Stock Plan will expire on May 4, 2016. The expiration of the Stock Plan will not by itself adversely affect the
rights of plan participants under awards that are outstanding at the time the Stock Plan expires. Our Board of Directors may terminate, modify or suspend the plan at any time,
provided that no modification of the plan will be effective unless and until any required shareholder approval has been obtained. The Compensation Committee may terminate,
modify or amend any outstanding award under the Stock Plan at any time, provided that in such event, the award holder may exercise any vested options prior to such
termination of the Stock Plan or award.
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NOTE 6. INCOME TAXES

We filed for the 1999 tax year to elect treatment as a regulated investment company ("RIC") under Subchapter M of the Internal Revenue Code of 1986 (the "Code")
and qualified for the same treatment for the years 2000 through 2007. However, there can be no assurance that we will qualify as a RIC for 2008 or subsequent years.

In the case of a RIC which furnishes capital to development corporations, there is an exception to the rule relating to the diversification of investments required to
qualify for RIC treatment. This exception is available only to registered management investment companies which the SEC determines to be principally engaged in the
furnishing of capital to other corporations which are principally engaged in the development or exploitation of inventions, technological improvements, new processes, or
products not previously generally available ("SEC Certification"). We have received SEC Certification since 1999, including for 2007, but it is possible that we may not receive
SEC Certification in future years.

In addition, under certain circumstances, even if we qualified for Subchapter M treatment for a given year, we might take action in a subsequent year to ensure that we
would be taxed in that subsequent year as a C Corporation, rather than as a RIC. As a RIC, we must, among other things, distribute at least 90 percent of our investment
company taxable income and may either distribute or retain our realized net capital gains on investments.

Provided that a proper election is made, a corporation taxable under Subchapter C of the Code or a C Corporation that elects to qualify as a RIC continues to be
taxable as a C Corporation on any gains realized within 10 years of its qualification as a RIC (the "Inclusion Period") from sales of assets that were held by the corporation on
the effective date of the RIC election ("C Corporation Assets"), to the extent of any gain built into the assets on such date ("Built-In Gain"). If the corporation fails to make a
proper election, it is taxable on its Built-In Gain as of the effective date of its RIC election. We had Built-In Gains at the time of our qualification as a RIC and made the
election to be taxed on any Built-In Gain realized during the Inclusion Period.

For federal tax purposes, the Company’s 2004 through 2007 tax years remain open for examination by the tax authorities under the normal three year statute of
limitations. Generally, for state tax purposes, the Company’s 2003 through 2007 tax years remain open for examination by the tax authorities under a four year statute of
limitations.

For the nine months ended September 30, 2008, and 2007, our income tax expense was $48,968 and $88,988, respectively.

Continued qualification as a RIC requires us to satisfy certain investment asset diversification requirements in future years. Our ability to satisfy those requirements
may not be controllable by us. There can be no assurance that we will qualify as a RIC in subsequent years.

NOTE 7. CAPITAL TRANSACTIONS

On June 25, 2007, we completed the sale of 1,300,000 shares of our common stock for gross proceeds of $14,027,000; net proceeds of this offering, after placement
agent fees and offering costs of $1,033,832, were $12,993,168.
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On June 20, 2008, we completed the sale of 2,545,000 shares of our common stock for gross proceeds of $15,651,750; net proceeds of this offering, after placement
agent fees and offering costs of $1,268,253, were $14,383,497.

NOTE 8. CHANGE IN NET ASSETS PER SHARE

The following table sets forth the computation of basic and diluted per share net increases in net assets resulting from operations for the three and nine months ended
September 30, 2008, and September 30, 2007.

For the Three Months For the Nine Months
Ended September 30 Ended September 30
2008 2007 2008 2007
Numerator for (decrease) increase in net assets per share $ (34,032,747)  $ 604,237  $ (35,967,073) $ (9,879,567)
Denominator for basic and diluted weighted average shares 25,859,573 23,235,023 24,271,270 22,084,893
Basic and diluted net (decrease) increase in net assets per share resulting
from operations $ (132) § 003 §$ (1.48) § (0.45)

NOTE 9. EMPLOYEE BENEFITS

We have established a rabbi trust for the purpose of accumulating funds to satisfy the obligations incurred by us under Mr. Harris's Supplemental Executive Retirement
Plan ("SERP"), which amounted to $124,664 and $2,667,020 at September 30, 2008, and December 31, 2007, respectively, and is included in accounts payable and accrued
liabilities. The restricted funds for the SERP Account totaled $124,664 and $2,667,020 at September 30, 2008, and December 31, 2007, respectively. Mr. Harris's rights to
benefits pursuant to this SERP will be no greater than those of a general creditor of us.

During the nine months ended September 30, 2008, Mr. Harris received a $2,889,717 distribution from the SERP Account. Any subsequent balance of the SERP
Account will be paid on July 31, 2009.
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NOTE 10. COMMITMENTS AND CONTINGENCIES

On July 1, 2008, we signed a five-year lease for office space in Palo Alto, California. The lease expires on August 31, 2013. Future minimum lease payments in each
of the following years are: 2009 - $125,206; 2010 - $128,962; 2011 - $132,831; 2012 - $136,816 and 2013 - $93,135.

NOTE 11. SUBSEQUENT EVENTS

The Proxy Statement for the 2008 Annual Meeting of Shareholders stated that if the named executive officers, exclusive of our Chief Executive Officer, Charles E.
Harris, as he is scheduled to retire on December 31, 2008, do not receive sufficient cash from the exercise and sale of stock options in a year to provide market-competitive total
compensation, as determined by the Compensation Committee, based on advice from the independent compensation consultant, the Committee will pay the named executive
officers cash bonuses. Accordingly, should sufficient stock option exercises fail to occur prior to December 31, 2008, and based on market information provided by the
independent compensation consultant, on October 30, 2008, the Compensation Committee of the Company resolved to award bonuses on December 31, 2008, totaling
$395,000. Mr. Harris will not receive a bonus owing to his scheduled retirement.

On October 7, 2008, we made a $240,000 new investment in a privately held tiny technology portfolio company.
On October 8, 2008, we made a $250,000 new investment in a privately held tiny technology portfolio company.
On October 31, 2008, we made a $250,000 follow-on investment in a privately held tiny technology portfolio company.

On November 7, 2008, we made a $42,542 follow-on investment in a privately held tiny technology portfolio company.
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HARRIS & HARRIS GROUP, INC.

FINANCIAL HIGHLIGHTS
(Unaudited)
Three Months Ended Sept. 30 Nine Months Ended Sept. 30
2008 2007 2008 2007
Per Share Operating Performance
Net asset value per share, beginning
of period $ 595 $ 554 $ 593 $ 5.42
Net operating (loss)* (0.09) (0.13) (0.30) (0.39)
Net realized income (loss)
on investments*(" (0.17) 0.00 (0.36) (0.01)
Net (increase) decrease in unrealized
depreciation as a result of sales*(D 0.17 0.00 0.41 (0.00)
Net decrease (increase) in unrealized
depreciation on investments held* (1.23) 0.16 (1.17) (0.05)
Total from investment operations* (1.32) 0.03 (1.42) (0.45)
Net increase as a result of stock-
based compensation* 0.05 0.10 0.18 0.26
(Decrease) Increase as a result of stock-
offering, net of offering expenses 0.00 0.00 (0.01) 0.26
Net increase as a result of proceeds
from exercise of options 0.00 0.02 0.00 0.20
Total increase from capital
stock transactions 0.05 0.12 0.17 0.72
Net asset value per share, end
of period $ 468 § 569 § 468 § 5.69
Stock price per share, end
of period $ 638 $ 1064 § 638 $ 10.64
Total return based on stock price 6.33% (5.00)% (27.42)% (11.99)%
Supplemental Data:
Net assets, end of period $ 121,113,660 $ 132,442,597  $ 121,113,660 $ 132,442,597
Ratio of expenses to average
net assets @ 2.0% 3.0% 6.5% 8.8%
Ratio of net operating income (loss) to
average net assets ? (1.6)% 2.4% (5.3)% (7.1)%
Cash dividend paid per share $ 0.00 $ 0.00 $ 000 § 0.00
Deemed dividend per share $ 0.00 $ 0.00 $ 000 § 0.00
Number of shares outstanding,
end of period 25,859,573 23,271,858 25,859,573 23,271,858

*Based on Average Shares Outstanding

() Net realized and unrealized gains (losses) include rounding adjustments to reconcile change in net asset value per share. See Item 2. "Management's Discussion and Analysis
of Financial Condition and Results of Operations" for a description of realized and unrealized gains and losses.

@ Not annualized

The accompanying notes are an integral part of this schedule.
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Item 2. Management's Discussion and Analysis of Financial Condition
and Results of Operations

The information contained in this section should be read in conjunction with the Company's unaudited September 30, 2008 Consolidated Financial Statements and the
Company's audited 2007 Consolidated Financial Statements and notes thereto.

Background and Overview

We incorporated under the laws of the state of New York in August 1981. In 1983, we completed an initial public offering and invested $406,936 in Otisville BioTech,
Inc., which also completed an initial public offering later that year. In 1984, Charles E. Harris purchased a controlling interest in us which also made him the control person of
Otisville. We then divested our other assets and became a financial services company, with the investment in Otisville as the initial focus of our business activity.

In 1992, we registered as an investment company under the 1940 Act, commencing operations as a closed-end, non-diversified investment company. In 1995, we
elected to become a business development company subject to the provisions of Sections 55 through 65 of the 1940 Act.

Throughout our corporate history, we have made early stage venture capital investments in a variety of industries. We define venture capital investments as
investments in start-up firms and small businesses with exceptional growth potential. We have invested a substantial portion of our assets in venture capital investments of
private, development stage or start-up companies. These private businesses tend to be thinly capitalized, unproven, small companies that lack management depth, have little or
no history of operations and are developing unproven technologies. At September 30, 2008, $63,942,445, or 52.8 percent, of our net assets at fair value consisted of private
venture capital investments, net of unrealized depreciation of $23,971,417. At December 31, 2007, $78,110,384, or 56.5 percent, of our net assets at fair value consisted of
private venture capital investments, net of unrealized depreciation of $4,567,144.

Since our investment in Otisville in 1983 through September 30, 2008, we have made a total of 82 venture capital investments, including four private placement
investments in securities of publicly traded companies. We have exited 50 of these 82 investments, realizing total proceeds of $143,923,354 on our invested capital of
$60,549,559. As measured from first dollar in to last dollar out, the average and median holding periods for these 50 investments were 3.68 years and 3.20 years, respectively.
As measured by the 173 separate rounds of investment within these 50 investments, the average and median holding periods for the 173 separate rounds of investment were
2.86 years and 2.53 years, respectively.

In 1994, we made our first investment in a tiny technology company developing nanotechnology, Nanophase Technologies Corporation. From August 2001 through

September 30, 2008, all 40 of our initial investments have been in tiny technology. From August 2001 through September 30, 2008, we have invested a total (before any
subsequent write-ups, write-downs or dispositions) of $101,270,435 in tiny technology.
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Our Cumulative Dollars Invested In Tiny Technology
From August §, 2001 to September 30, 2008

Cumulative Dollars Invested ($ Millions)

2001 2002 2003 2004 2005 2006 2007 2008

Year

We currently have 31 active tiny technology companies in our portfolio, including one tiny technology investment made prior to 2001. At September 30, 2008, from
first dollar in, the average and median holding periods for these 31 active tiny technology investments were 3.64 years and 3.37 years, respectively.

In our Form 10-Q for the quarter ended March 31, 2008, we stated, "Two of our portfolio companies have been considering with their advisors the possibility of filing
for initial public offerings (IPOs) in 2008. There can be no assurance that either of them will file for an IPO in 2008, and a variety of factors, including stock market and general
business conditions, could lead either or both of them to terminate such considerations." In the quarter ended September 30, 2008, there was only one venture capital-backed
IPO in the United States, and there have been only seven thus far in 2008. We believe that until stock market conditions for IPOs improve, it is unlikely that any of our portfolio
companies will file for IPOs. Additionally, we believe until such time that conditions improve, the recent substantial decrease in the general availability of capital has greatly
increased the risk that companies that need to raise money to reach cash-flow breakeven or complete an exit (i.e., complete an IPO or be acquired) will either have to pay a
higher price than heretofore for capital or not be able to raise additional capital at all.

The following is a summary of our initial and follow-on investments in tiny technology from 2001 to the present. We consider a "round led" to be a round where we
issued the term sheet, were the new investor or led a set of new investors in an investee company. Typically, but not always, the lead investor negotiates the price and terms of a
deal with the investee company.
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YTD

2001 2002 2003 2004 2005 2006 2007 9/30/08
Total Incremental Investments $ 489,999 $ 6,240,118 $ 3,812,600 $ 14,837,846 § 16,251,339 $ 24,408,187 $ 20,595,161 $ 14,635,185
No. of New Investments 1 7 5 8 4 6 7 2
No. of Follow-On Investment Rounds 0 1 5 21 13 14 20 19
No. of Rounds Led 0 1 0 2 0 7 3 3
Average Dollar Amount - Initial $ 489,999 $§ 784303 $§ 437,156 $ 911,625 $ 1,575,000 $ 2,383,424 $ 1,086,441 $ 1,122,250
Average Dollar Amount - Follow-On N/A $ 750,000 $ 325364 $ 359,278 $ 765,488 $ 721,974 $ 649,504 $ 652,141

We value our private venture capital investments each quarter as determined in good faith by our Valuation Committee, a committee of independent directors, within
guidelines established by our Board of Directors in accordance with the 1940 Act. (See "Footnote to Consolidated Schedule of Investments" contained in "Consolidated
Financial Statements.")

In the years 2001 through September 30, 2008, the Company recorded the following gross write-ups in privately held securities as a percentage of net assets at the
beginning of the year ("BOY"), gross write-downs in privately held securities as a percentage of net assets at the beginning of the year, and net write-ups/(write-downs) in

privately held securities as a percentage of net assets at the beginning of the year.
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YTD

2001 2002 2003 2004 2005 2006 2007 9/30/08
Net Asset Value, BOY $31,833,475 $24,334,770 $ 27,256,046 $ 40,682,738 $ 74,744,799 $ 117,987,742 $ 113,930,303 $ 138,363,344
Gross Write-Downs During Year $ (2,532,730) $ (5,400,005) $ (1,256,102) $ (5,711,229) § (3,450,236) $ (4,211,323) $ (7,810,794) $ (29,518,963)
Gross Write-Ups During Year $ 1,528,866 $ 285 § 847,578 § 6,288,397 $23,485,176 $ 279,363 $ 11,694,618 $ 821,365
Gross Write-Downs as a Percentage of Net
Asset Value, BOY -7.96% -22.19% -4.61% -14.04% -4.62% -3.57% -6.86% -21.33%
Gross Write-Ups as a Percentage of Net Asset
Value, BOY 4.80% 0.00% 3.11% 15.46% 31.42% 0.24% 10.26% 0.59%
Net Write-Downs/Write-Ups as a Percentage of
Net Asset Value, BOY -3.15% -22.19% -1.49% 1.42% 26.8% -3.33% 3.40% -20.74%

During the nine months ended September 30, 2008, we recorded gross write-downs of $29,518,963. These write-downs are owing primarily to the non-performance
risk associated with our portfolio companies in the current economic environment and secondarily to adjustments of valuation to reflect specific fundamental developments
unique to particular portfolio companies. We define non-performance risk as the risk that a negative cash flow portfolio company will be: (a) unable to raise capital, will need to
be shut down and will not return our invested capital; or (b) able to raise capital, but at a valuation significantly lower than the implied post-money valuation. Our best estimate
of the non-performance risk of our portfolio companies has been quantified and included in the valuation of the companies at September 30, 2008.

The increase or decrease in the value of our venture capital investments does not affect the day-to-day operations of the Company, as we have no debt and fund our
venture capital investments and daily operating expenses from interest earned and proceeds from the sales of our investments in U.S. government securities.

We have discretion in the investment of our capital. However, we invest primarily in illiquid equity securities of private companies. Generally, these investments take
the form of preferred stock, are subject to restrictions on resale and have no established trading market. Our principal objective is to achieve long-term capital appreciation.
Therefore, a significant portion of our investment portfolio provides little or no income in the form of dividends or interest. We earn interest income from fixed-income
securities, including U.S. government and agency securities. The amount of interest income we earn varies with the average balance of our fixed-income portfolio and the
average yield on this portfolio. Interest income is secondary to capital gains and losses in our results of operations.
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We present the financial results of our operations utilizing accounting principles generally accepted in the United States for investment companies. On this basis, the
principal measure of our financial performance during any period is the net increase/(decrease) in our net assets resulting from our operating activities, which is the sum of the
following three elements:

Net Operating Income / (Loss) - the difference between our income from interest, dividends, and fees and our operating expenses.

Net Realized Income / (Loss) on Investments - the difference between the net proceeds of sales of portfolio securities and their stated cost, plus income from interests in
limited liability companies.

Net Increase / (Decrease) in Unrealized Appreciation or Depreciation on Investments - the net unrealized change in the value of our investment portfolio.

Owing to the structure and objectives of our business, we generally expect to experience net operating losses and seek to generate increases in our net assets from
operations through the long-term appreciation of our venture capital investments. We have relied, and continue to rely, on proceeds from sales of investments, rather than on
investment income, to defray a significant portion of our operating expenses. Because such sales are unpredictable, we attempt to maintain adequate working capital to provide
for fiscal periods when there are no such sales.

Results of Operations

Three months ended September 30, 2008, as compared with the three months ended September 30, 2007

In the three months ended September 30, 2008, we had a net decrease in net assets resulting from operations of $(34,032,747). In the three months ended September
30, 2007, we had a net increase in net assets resulting from operations of $604,237.

Investment Income and Expenses:

We had net operating losses of $2,196,739 and $3,117,595 for the three months ended September 30, 2008, and September 30, 2007, respectively. The variation in
these results is primarily owing to the changes in investment income and operating expenses, including non-cash expenses of $1,367,567 in 2008 and $2,302,394 in 2007
associated with amortization of stock options. During the three months ended September 30, 2008, and 2007, total investment income was $587,918 and $743,414, respectively.
During the three months ended September 30, 2008, and 2007, total operating expenses were $2,784,657 and $3,861,009, respectively, including the non-cash expense of
$1,367,567 in 2008 and $2,302,394 in 2007 associated with amortization of stock options.
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During the three months ended September 30, 2008, as compared with the same period in 2007, investment income decreased, reflecting a decrease in our average
holdings of U.S. government securities. During the three months ended September 30, 2008, our average holdings of such securities were $58,057,162, as compared with
$67,656,776 during the three months ended September 30, 2007.

Operating expenses were $2,784,657 and $3,861,009 for the three months ended September 30, 2008, and September 30, 2007, respectively, including non-cash, stock
option-based compensation expense of $1,367,567 in 2008 and $2,302,394 in 2007. The decrease in operating expenses for the three months ended September 30, 2008, as
compared with the three months ended September 30, 2007, was primarily owing to decreases in salaries, benefits and stock-based compensation expense, administration and
operations expense and professional fees, partially offset by an increase in our rent expense. Salaries, benefits and stock-based compensation expense decreased by $1,024,858,
or 31.7 percent, through September 30, 2008, as compared with September 30, 2007, primarily as a result of a decrease in non-cash expense of $934,827 associated with the
Stock Plan. Although the non-cash, stock-based compensation expense for the Stock Plan was $1,367,567, this expense was offset by a corresponding increase to our additional
paid-in capital, resulting in no net impact to our net asset value. The non-cash, stock-based compensation expense and corresponding increase to our additional paid-in capital
may increase in future quarters. Administration and operations expense decreased by $58,448, or 18.8 percent, through September 30, 2008, as compared with September 30,
2007, primarily as a result of a decrease in our directors' and officers' liability insurance expense and decreases in the cost of the annual report and proxy-related expenses.
Professional fees decreased by $17,538, or 11.2 percent, for the three months ended September 30, 2008, as compared with the same period in 2007, primarily as a result of a
reduction in certain legal, accounting and consulting fees. Rent expense increased by $20,044, or 33.2 percent, through September 30, 2008, as compared to September 30,
2007, as a result of the lease of new office space in Palo Alto, CA.

Realized Income and Losses From Investments:

During the three months ended September 30, 2008, we realized net losses on investments of $4,373,124, as compared with realized net gains on investments of
$14,828 during the three months ended September 30, 2007.

During the three months ended September 30, 2008, we realized net losses of $4,373,124, consisting primarily of realized losses on Evolved Nanomaterial Sciences,
Inc., of $2,800,000, on Phoenix Molecular Corporation of $93,487 and on Zia Laser, Inc., of $1,478,500.

During the three months ended September 30, 2007, we realized net gains of $14,828, consisting primarily of realized gains on the sale of U.S. government and agency
securities and a gain realized from a distribution from Exponential Business Development Company.

Net Unrealized Appreciation and Depreciation of Portfolio Securities:

During the three months ended September 30, 2008, net unrealized depreciation on total investments increased by $27,460,782, or 636.3 percent, from net unrealized
appreciation of $4,315,915 at June 30, 2008, to net unrealized depreciation of $23,144,867 at September 30, 2008, owing primarily to the non-performance risk associated with
our portfolio companies in the current economic environment. During the three months ended September 30, 2007, net unrealized depreciation on total investments decreased
by $3,711,087, or 26.8 percent, from net unrealized depreciation of $13,838,647 at June 30, 2007, to net unrealized depreciation of $10,127,560 at September 30, 2007.
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During the three months ended September 30, 2008, net unrealized depreciation on our venture capital investments increased by $27,847,181, from net unrealized
appreciation of $3,875,764 at June 30, 2008, to net unrealized depreciation of $23,971,417 at September 30, 2008, owing primarily to decreases in the valuations of the
following investments held, offset by an increase in the valuation of Questech Corporation of $54,693:

Investment Amount of Write-Down
Adesto Technologies Corporation $1,100,000
Ancora Pharmaceuticals, Inc. 400,000
BioVex Group, Inc. 1,250,000
BridgeLux, Inc. 983
Cambrios Technologies Corporation 1,297,012
Crystal IS, Inc. 997,401
CSwitch Corporation 4,519,350
D-Wave Systems, Inc. 8,397
Ensemble Discovery Corporation 1,000,000
Exponential Business Development Company 168
Innovalight, Inc. 1,927,946
Kereos, Inc. 90,371
Mersana Therapeutics, Inc. 1,006,602
Metabolon, Inc. 1,395,874
Molecular Imprints, Inc. 2,296,178
NanoGram Corporation 2,943,611
Nanomix, Inc. 691,090
Neophotonics Corporation 2,364,458
Nextreme Thermal Solutions, Inc. 2,182,233
Polatis, Inc. 276,526
PolyRemedy, Inc. 122,250
Siluria Technologies, Inc. 120,542
Solazyme, Inc. 5,378,325
Starfire Systems, Inc. 690,000

We also had decreases in unrealized depreciation attributable to the reversal of unrealized depreciation owing to realization of net losses on Evolved Nanomaterial
Sciences, Inc., of $2,800,000 and on Zia Laser, Inc., of $1,478,500. We had a decrease owing to foreign currency translation of $121,057 on our investment in D-Wave
Systems, Inc. Unrealized appreciation on our U.S. government securities portfolio increased from $440,151 at June 30, 2008, to $826,550 at September 30, 2008.
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During the three months ended September 30, 2007, net unrealized depreciation on our venture capital investments decreased by $3,028,058, from $13,320,521 to
$10,292,463, owing primarily to increases in the valuations of our investments in AlphaSimplex Group, LLC, of $113,964, CSwitch Corporation of $48,935, Exponential
Business Development Company of $1,973, Innovalight, Inc., of $3,218,216 and SiOnyx, Inc., of $899,566, partially offset by decreases in the valuations of our investments in
BridgeLux, Inc., of $41,605, Chlorogen, Inc., of $23,122, Evolved Nanomaterial Sciences, Inc., of $438,042, Nanomix, Inc., of $549,774, NanoOpto Corporation of $60,000,
Polatis, Inc., of $184,323 and Questech Corporation of $85,210. We also had an increase in the value of our investment in D-Wave Systems, Inc., of $127,480 owing to foreign
currency translation. Unrealized depreciation on our U.S. government and agency securities portfolio decreased from $518,126 at June 30, 2007, to an unrealized appreciation
of $164,903 at September 30, 2007.

Nine months ended September 30, 2008, as compared with the nine months ended September 30, 2007

In the nine months ended September 30, 2008, and September 30, 2007, we had net decreases in net assets resulting from operations of $35,967,073 and $9,879,567,
respectively.

Investment Income and Expenses:

We had net operating losses of $7,315,640 and $8,676,380 for the nine months ended September 30, 2008, and September 30, 2007, respectively. The variation in
these results is primarily owing to the changes in investment income and operating expenses, including non-cash expenses of $4,333,892 in 2008 and $5,725,031 in 2007
associated with amortization of stock options. During the nine months ended September 30, 2008, and 2007, total investment income was $1,631,845 and $2,033,613,
respectively. During the nine months ended September 30, 2008, and 2007, total operating expenses were $8,947,485 and $10,709,993, respectively.

During the nine months ended September 30, 2008, as compared with the same period in 2007, investment income decreased, reflecting a decrease in our average
holdings throughout the period of U.S. government securities. During the nine months ended September 30, 2008, our average holdings of such securities were $56,089,836, as
compared with $62,541,791 at September 30, 2007.

Operating expenses, including non-cash, stock-based compensation expense, were $8,947,485 and $10,709,993 for the nine months ended September 30, 2008, and
September 30, 2007, respectively. The decrease in operating expenses for the nine months ended September 30, 2008, as compared with the nine months ended September 30,
2007, was primarily owing to decreases in salaries, benefits and stock-based compensation expense and to decreases in administration and operations expense, professional fees
and directors' fees and expenses. Salaries, benefits and stock-based compensation expense decreased by $1,308,811, or 15.6 percent, through September 30, 2008, as compared
with September 30, 2007, primarily as a result of a decrease in non-cash expense of $1,391,139 associated with the Stock Plan, offset by an increase in salaries and benefits
owing to an increase in our head count as compared with that of the same period in 2007. While the non-cash, stock-based compensation expense for the Stock Plan increased
our operating expenses by $4,333,892, this increase was offset by a corresponding increase to our additional paid-in capital, resulting in no net impact to our net asset value.
The non-cash, stock-based compensation expense and corresponding increase to our additional paid-in capital may increase in future quarters. Administration and operations
expense decreased by $211,275, or 20.1 percent, through September 30, 2008, as compared with September 30, 2007, primarily as a result of a decrease in our directors' and
officers' liability insurance expense, decreases in the cost of the annual report and proxy-related expenses, and decreases in fees associated with the exercise of stock options.
Professional fees decreased by $194,702, or 28.9 percent, for the nine months ended September 30, 2008, as compared with the same period in 2007, primarily as a result of a
reduction in the cost of our annual compliance program audit and a reduction in certain legal and accounting fees.
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Realized Income and Losses from Investments:

During the nine months ended September 30, 2008, we realized net losses on investments of $9,384,082, as compared with realized net gains on investments of $5,941
during the nine months ended September 30, 2007.

During the nine months ended September 30, 2008, we realized net losses of $9,384,082, consisting primarily of realized losses on our investments in Chlorogen, Inc.,
of $1,326,072, on Evolved Nanomaterial Sciences, Inc., of $2,800,000, on NanoOpto Corporation of $3,688,581, on Phoenix Molecular Corporation of $93,487 and on Zia
Laser of $1,478,500. During the nine months ended September 30, 2008, we received a payment of $105,714 from the NanoOpto Corporation bridge note.

During the nine months ended September 30, 2007, we realized net gains of $5,941, consisting primarily of net realized losses on the sale of U.S. government and
agency securities, offset by income from our investments in AlphaSimplex Group, LLC and Exponential Business Development Company.

Net Unrealized Appreciation and Depreciation of Portfolio Securities:

During the nine months ended September 30, 2008, net unrealized depreciation on total investments increased by $19,218,383, or 489.5 percent, from net unrealized
depreciation of $3,926,484 at December 31, 2007, to net unrealized depreciation of $23,144,867 at September 30, 2008, owing primarily to the non-performance risk associated
with our portfolio companies in the current economic environment. During the nine months ended September 30, 2007, net unrealized depreciation on total investments
increased by $1,120,140, or 12.4 percent, from net unrealized depreciation of $9,007,420 at December 31, 2006, to net unrealized depreciation of $10,127,560 at September 30,
2007.

During the nine months ended September 30, 2008, net unrealized depreciation on our venture capital investments increased by $19,404,273, from net unrealized
depreciation of $4,567,144 at December 31, 2007, to net unrealized depreciation of $23,971,417 at September 30, 2008, owing primarily to decreases in the valuations of the
following investments held:

Investment Amount of Write-Down
Adesto Technologies Corporation $1,100,000
Ancora Pharmaceuticals, Inc. 299,439
BioVex Group, Inc. 1,250,000
BridgeLux, Inc. 2,721
Cambrios Technologies Corporation 1,297,012
Crystal IS, Inc. 997,796
CSwitch Corporation 4,519,350
Ensemble Discovery Corporation 1,000,000
Innovalight, Inc. 1,927,946
Kereos, Inc. 159,743
Mersana Therapeutics, Inc. 1,015,673
Metabolon, Inc. 2,132,386
Molecular Imprints, Inc. 2,468,095
NanoGram Corporation 2,943,611
Nanomix, Inc. 980,418
Neophotonics Corporation 3,401,952
Nextreme Thermal Solutions, Inc. 2,182,133
Polatis, Inc. 276,526
PolyRemedy, Inc. 122,250
Questech Corporation 398,283
Siluria Technologies, Inc. 120,542
Starfire Systems, Inc. 750,000
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We also had decreases in unrealized depreciation attributable to the reversal of depreciation owing to net realized losses on Chlorogen, Inc., of $1,326,072, on Evolved
Nanomaterial Sciences, Inc., of $2,800,000, on NanoOpto Corporation of $3,688,581 and on Zia Laser, Inc., of $1,478,672. For the nine months ended September 30, 2008, we
had increases in the valuations of our investments in D-Wave Systems, Inc., of $5,199, Exponential Business Development Company of $25 and Solazyme, Inc., of $821,340.
We had a decrease owing to foreign currency translation of $178,286 on our investment in D-Wave Systems, Inc. Unrealized appreciation on our U.S. government securities
portfolio increased from $640,660 at December 31, 2007, to $826,550 at September 30, 2008.

During the nine months ended September 30, 2007, net unrealized depreciation on our venture capital investments increased by $1,841,494, from $8,450,969 to
$10,292,463, owing primarily to decreases in the valuations of our investments in Chlorogen, Inc., of $1,326,073, Evolved Nanomaterial Sciences, Inc., of $2,800,000,
Nanomix, Inc., of $1,009,546, NanoOpto Corporation of $1,475,599, Polatis, Inc., of $9,534 and Questech Corporation of $249,749, offset partially by increases in the
valuation of our investments in AlphaSimplex Group, LLC, of $113,964, BridgeLux, Inc., of $328,369, CSwitch Corporation of $48,935, Exponential Business Development
Company of $1,973, Innovalight, Inc., of $3,218,216, Kovio, Inc., of $125,000 and SiOnyx, Inc., of $899,566. We also had an increase owing to foreign currency translation of
$291,796 on our investment in D-Wave Systems, Inc. Unrealized depreciation on our U.S. government and agency securities portfolio decreased from $556,451 at December
31, 2006, to unrealized appreciation of $164,903 at September 30, 2007.

Financial Condition
September 30, 2008

At September 30, 2008, our total assets and net assets were $123,076,500 and $121,113,060, respectively. At December 31, 2007, they were $142,893,332 and
$138,363,344, respectively.

At September 30, 2008, net asset value per share ("NAV") was $4.68, as compared with $5.93 at December 31, 2007. At September 30, 2008, our shares outstanding
increased to 25,859,573, from 23,314,573 at December 31, 2007.
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Significant developments in the nine months ended September 30, 2008, included a decrease in the value of our venture capital investments of $14,167,939 and a
decrease in the value of our investment in U.S. government obligations of $3,160,812. The decrease in the value of our venture capital investments, from $78,110,384 at
December 31, 2007, to $63,942,445 at September 30, 2008, resulted primarily from two new and 19 follow-on investments of $14,635,185, offset by a decrease in the net value
of our venture capital investments of $19,404,273. The decrease in the net value of our venture capital investments is owing primarily to the non-performance risk associated
with our portfolio companies in the current economic environment and secondarily to adjustments of valuation to reflect specific fundamental developments unique to
particular portfolio companies. The decrease in the value of our U.S. government obligations, from $60,193,593 at December 31, 2007, to $57,032,781 at September 30, 2008,
is primarily owing to the investment of net proceeds of $14,383,497 received through the registered direct stock offering, offset by net operating expenses and by new and
follow-on venture capital investments, totaling $14,635,185.

The following table is a summary of additions to our portfolio of venture capital investments made during the nine months ended September 30, 2008:

New Investment Amount
PolyRemedy, Inc. $ 244,500
Laser Light Engines, Inc. $ 2,000,000

Follow-on Investment

1,052,174
800,000
1,000,001
986,821
736,019
487,804

Adesto Technologies Corporation $

Ancora Pharmaceuticals Inc. $

BridgeLux, Inc. $

CSwitch Corporation $

D-Wave Systems, Inc. $

D-Wave Systems, Inc. $

Ensemble Discovery Corporation $ 250,286

Mersana Therapeutics, Inc. $ 200,000

Metabolon, Inc. $ 1,000,000

NeoPhotonics Corporation $ 200,000

Nextreme Thermal Solutions, Inc. $ 377,580

Nextreme Thermal Solutions, Inc. $ 200,000

Nextreme Thermal Solutions, Inc. $ 200,000

Nextreme Thermal Solutions, Inc. $ 800,000
$
$
$

Nextreme Thermal Solutions, Inc. 1,050,000
Phoenix Molecular Corporation 25,000
Phoenix Molecular Corporation 25,000
Solazyme, Inc. $ 2,000,000
Solazyme, Inc. $ 1,000,000

Total $14,635,185
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The following tables summarize the values of our portfolios of venture capital investments and U.S. government obligations, as compared with their cost, at September
30, 2008, and December 31, 2007:

September 30, 2008 December 31, 2007

Venture capital investments,
at cost $ 87,913,862 § 82,677,528

Net unrealized depreciation(l) 23,971,417 4,567,144

Venture capital investments,

at fair value $ 63,942,445 § 78,110,384
September 30, December 31,
2008 2007
U.S. government
obligations, at cost $ 56,206,231 $ 59,552,933
Net unrealized appreciation(l) 826,550 640,660

U.S. government
obligations, at value $ 57,032,781 $ 60,193,593

(At September 30, 2008, and December 31, 2007, the net accumulated unrealized depreciation on investments was $23,144,867 and $3,926,484, respectively.

The following table summarizes the fair value composition of our venture capital investment portfolio at September 30, 2008, and December 31, 2007.

September 30, 2008 December 31, 2007

Category

Tiny Technology 99.9% 99.9%
Other Venture Capital Investments 0.1% 0.1%
Total Venture Capital Investments 100.0% 100.0%
Liquidity

Our primary sources of liquidity are cash, receivables and freely marketable securities, net of short-term indebtedness. Our secondary sources of liquidity are restricted
securities of companies that are publicly traded.

At September 30, 2008, and December 31, 2007, our total net primary liquidity was $58,446,900 and $61,183,136, respectively, and our secondary liquidity was $0
and $0, respectively.
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The decrease in our primary liquidity from December 31, 2007, to September 30, 2008, is primarily owing to the use of funds for investments and payment of net
operating expenses, partially offset by the proceeds received through the registered direct stock offering.

We fund our day-to-day operations using interest earned and proceeds from the sales of our investments in U.S. government securities. The increase or decrease in the
valuations of our portfolio companies does not impact our daily liquidity. At September 30, 2008, and December 31, 2007, we had no investments in money market mutual
funds. We have no debt outstanding, and, therefore, are not subject to credit agency downgrades.

Capital Resources

On June 20, 2008, we completed the sale of 2,545,000 shares of our common stock, for total gross proceeds of $15,651,750; net proceeds of this offering, after
placement agent fees and offering costs of $1,268,253, were $14,383,497. We intend to use, and have been using, the net proceeds of this offering to make new investments in
tiny technology, as well as for follow-on investments in our existing venture capital investments and for working capital. Through September 30, 2008, we have used
$6,483,163 of the net proceeds from this offering for these purposes.

On June 25, 2007, we completed the sale of 1,300,000 shares of our common stock from our shelf registration statement for gross proceeds of $14,027,000; net
proceeds of this offering, after placement agent fees and offering costs of $1,033,832, were $12,993,168. We used the net proceeds of this offering to make new investments in
tiny technology, as well as for follow-on investments in our existing venture capital investments and for working capital. Through September 30, 2008, we have used all of the

net proceeds from this offering for these purposes.

Critical Accounting Policies

The Company's significant accounting policies are described in Note 3 to the Consolidated Financial Statements and in the Footnote to the Consolidated Schedule of
Investments. Critical accounting policies are those that are both important to the presentation of our financial condition and results of operations and those that require
management’s most difficult, complex or subjective judgments. The Company considers the following accounting policies and related estimates to be critical:

Valuation of Portfolio Investments

The most significant estimate inherent in the preparation of our consolidated financial statements is the valuation of investments and the related amounts of unrealized
appreciation and depreciation of investments recorded. As a business development company, we invest in primarily illiquid securities that generally have no established trading
market.

Investments are stated at "value" as defined in the 1940 Act and in the applicable regulations of the SEC. Value, as defined in Section 2(a)(41) of the 1940 Act, is (i)
the market price for those securities for which a market quotation is readily available and (ii) the fair value as determined in good faith by, or under the direction of, the Board
of Directors for all other assets. (See "Valuation Procedures" in the "Footnote to Consolidated Schedule of Investments.") At September 30, 2008, our financial statements
include private venture capital investments valued at $63,942,445, the fair values of which were determined in good faith by, or under the direction of, the Board of Directors.
At September 30, 2008, approximately 51.9 percent of our total assets represent investments in portfolio companies valued at fair value by the Board of Directors.
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Determining fair value requires that judgment be applied to the specific facts and circumstances of each portfolio investment, although our valuation policy is intended
to provide a consistent basis for determining fair value of the portfolio investments. Factors that may be considered include, but are not limited to, readily available public
market quotations; the cost of the Company’s investment; transactions in the portfolio company’s securities or unconditional firm offers by responsible parties; the financial
condition and operating results of the company; the long-term potential of the business and technology of the company; the values of similar securities issued by companies in
similar businesses; multiples to revenues, net income or EBITDA that similar securities issued by companies in similar businesses receive; the proportion of the company’s
securities we own and the nature of any rights to require the company to register restricted securities under the applicable securities laws; the achievement of milestones; and
the rights and preferences of the class of securities we own as compared with other classes of securities the portfolio has issued.

The ongoing credit crisis, decline in the stock market and decline in economic activity (and evidence of a recession) have made it extremely difficult for many
companies to raise capital. Moreover, the cost of capital has increased substantially. Historically, difficult venture capital environments have resulted in weak companies not
receiving financing and being subsequently closed down with a loss of investment to venture investors, and/or strong companies receiving financing but at significantly lower
valuations than the preceding venture rounds. This economic and financing environment has caused an increase in the non-performance risk for venture-backed companies. We
define non-performance risk as the risk that a negative cash flow portfolio company will be: (a) unable to raise capital, will need to be shut down and will not return our
invested capital; or (b) able to raise capital, but at a valuation significantly lower than the implied post-money valuation. Our best estimate of the non-performance risk of our
portfolio companies has been quantified and included in the valuation of the companies at September 30, 2008.

All investments recorded at fair value are categorized based upon the level of judgment associated with the inputs used to measure their fair value. Hierarchical levels,
defined by SFAS No. 157 and directly related to the amount of subjectivity associated with the inputs to fair valuation of these assets, are as follows:

Level 1: Unadjusted quoted prices in active markets for identical assets or liabilities.

Level 2: Quoted prices in active markets for similar assets or liabilities, or quoted prices for identical or similar assets or liabilities in markets that are not active,
or inputs other than quoted prices that are observable for the asset or liability.

Level 3: Unobservable inputs for the asset or liability.

At September 30, 2008, all of our private portfolio investments were classified as Level 3 in the hierarchy, indicating a high level of judgment required in their
valuation.
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The values assigned to our assets are based on available information and do not necessarily represent amounts that might ultimately be realized, as these amounts
depend on future circumstances and cannot be reasonably determined until the individual investments are actually liquidated or become readily marketable. Upon sale of
investments, the values that are ultimately realized may be different from what is presently estimated. This difference could be material.

Stock-Based Compensation

Determining the appropriate fair-value model and calculating the fair value of share-based awards at the date of grant requires judgment. We use the Black-Scholes-
Merton option pricing model to estimate the fair value of employee stock options, consistent with the provisions of SFAS No. 123(R). Management uses the Black-Scholes-
Merton option pricing model because of the lack of the historical option data that is required for use in other, more complex models. Other models may yield fair values that are
significantly different from those calculated by the Black-Scholes-Merton option pricing model.

Option pricing models, including the Black-Scholes-Merton model, require the use of subjective input assumptions, including expected volatility, expected life,
expected dividend rate, and expected risk-free rate of return. In the Black-Scholes-Merton model, variations in the expected volatility or expected term assumptions have a
significant impact on fair value. As the volatility or expected term assumptions increase, the fair value of the stock option increases. In the Black-Scholes-Merton model, the
expected dividend rate and expected risk-free rate of return are not as significant to the calculation of fair value. A higher assumed dividend rate yields a lower fair value,
whereas higher assumed interest rates yield higher fair values for stock options.

We use the simplified calculation of expected life described in the SEC’s Staff Accounting Bulletin 107 because of the lack of historical information about option
exercise patterns. Future exercise behavior could be materially different than that which is assumed by the model.

Expected volatility is based on the historical fluctuations in the Company's stock. The Company's stock has historically been volatile, which increases the fair value.

SFAS No. 123(R) requires us to develop an estimate of the number of share-based awards that will be forfeited owing to employee turnover. Quarterly changes in the
estimated forfeiture rate can have a significant effect on reported share-based compensation, as the effect of adjusting the rate for all expense amortization after the grant date is
recognized in the period the forfeiture estimate is changed. If the actual forfeiture rate proves to be higher than the estimated forfeiture rate, then an adjustment will be made to
increase the estimated forfeiture rate, which would result in a decrease to the expense recognized in the financial statements. If the actual forfeiture rate proves to be lower than
the estimated forfeiture rate, then an adjustment will be made to decrease the estimated forfeiture rate, which would result in an increase to the expense recognized in the
financial statements. Such adjustments would affect our operating expenses and additional paid-in capital, but would have no effect on our net asset value.
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Pension and Post-Retirement Benefit Plan Assumptions

The Company provides a Retiree Medical Benefit Plan for employees who meet certain eligibility requirements. Several statistical and other factors that attempt to
anticipate future events are used in calculating the expense and liability values related to our post-retirement benefit plans. These factors include assumptions we make about
the discount rate, the rate of increase in healthcare costs, and mortality, among others.

The discount rate reflects the current rate at which the post-retirement benefit liabilities could be effectively settled considering the timing of expected payments for
plan participants. In estimating this rate, we consider rates of return on high quality fixed-income investments included in published bond indexes. We consider the Moody’s Aa
Corporate Bond Index and the Citigroup Pension Liability Index in the determination of the appropriate discount rate assumptions. The weighted average rate we utilized to
measure our post retirement benefit obligation as of December 31, 2007, and to calculate our 2008 expense was 6.55 percent, which is an increase from the 5.75 percent rate
used in determining the 2007 expense.

Recent Developments — Other

The Proxy Statement for the 2008 Annual Meeting of Shareholders stated that if the named executive officers, exclusive of our Chief Executive Officer, Charles E.
Harris, as he is scheduled to retire on December 31, 2008, do not receive sufficient cash from the exercise and sale of stock options in a year to provide market-competitive total
compensation, as determined by the Compensation Committee, based on advice from the independent compensation consultant, the Committee will pay the named executive
officers cash bonuses. Accordingly, should sufficient stock option exercises fail to occur prior to December 31, 2008, and based on market information provided by the
independent compensation consultant, on October 30, 2008, the Compensation Committee of the Company resolved to award bonuses on December 31, 2008, totaling
$395,000. Mr. Harris will not receive a bonus owing to his scheduled retirement.

Recent Developments — Portfolio Companies
On October 7, 2008, we made a $240,000 new investment in a privately held tiny technology portfolio company.
On October 8, 2008, we made a $250,000 new investment in a privately held tiny technology portfolio company.
On October 31, 2008, we made a $250,000 follow-on investment in a privately held tiny technology portfolio company.
On November 7, 2008, we made a $42,542 follow-on investment in a privately held tiny technology portfolio company.
Forward-Looking Statements

The information contained herein may contain "forward-looking statements" based on our current expectations, assumptions and estimates about us and our industry.
These forward-looking statements involve risks and uncertainties. Words such as "believe," "anticipate," "estimate," "expect," "intend," "plan," "will," "may," "might," "could,"
"continue" and other similar expressions identify forward-looking statements. In addition, any statements that refer to expectations, projections or other characterizations of
future events or circumstances are forward-looking statements. Our actual results could differ materially from those anticipated in the forward-looking statements as a result of
several factors more fully described in "Risk Factors" and elsewhere in this Form 10-Q, and in our Form 10-K for the year ended December 31, 2007. The forward-looking
statements made in this Form 10-Q relate only to events as of the date on which the statements are made. We undertake no obligation to update publicly any forward-looking
statements for any reason, even if new information becomes available or other events occur in the future.
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Item 3. Quantitative and Qualitative Disclosures About Market Risk

Our business activities contain elements of risk. We consider the principal types of market risk to be valuation risk and the risk associated with fluctuations in
interest rates. Although we are risk-seeking rather than risk-averse in our investments, we consider the management of risk to be essential to our business.

Value, as defined in Section 2(a)(41) of the 1940 Act, is (i) the market price for those securities for which market quotations are readily available and (ii) fair value
as determined in good faith by, or under the direction of, the Board of Directors for all other assets. (See the "Valuation Procedures" in the "Footnote to Consolidated Schedule
of Investments" contained in "Item 1. Consolidated Financial Statements.")

Neither our investments nor an investment in us is intended to constitute a balanced investment program.

We have invested a substantial portion of our assets in private development stage or start-up companies. These private businesses tend to be based on new
technology and to be thinly capitalized, unproven, small companies that lack management depth and have not attained profitability or have no history of operations. Because of
the speculative nature and the lack of a public market for these investments, there is significantly greater risk of loss than is the case with traditional investment securities. We
expect that some of our venture capital investments will be a complete loss or will be unprofitable and that some will appear to be likely to become successful but never realize
their potential. Even when our private equity investments complete initial public offerings (IPOs), we are normally subject to lock-up agreements for a period of time, and
thereafter, the market for the unseasoned publicly traded securities may be relatively illiquid.
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Because there is typically no public market for our interests in the small privately held companies in which we invest, the valuation of the equity interests in that
portion of our portfolio is determined in good faith by our Valuation Committee, comprised of the independent members of our Board of Directors, in accordance with our
Valuation Procedures. In the absence of a readily ascertainable market value, the determined value of our portfolio of equity interests may differ significantly from the values
that would be placed on the portfolio if a ready market for the equity interests existed. Any changes in valuation are recorded in our consolidated statements of operations as
"Net increase (decrease) in unrealized appreciation on investments." Changes in valuation of any of our investments in privately held companies from one period to another
may be volatile.

Investments in privately held, early-stage companies are inherently more volatile than investments in more mature businesses. Such immature businesses are
inherently fragile and easily affected by both internal and external forces. Our investee companies can lose much or all of their value suddenly in response to an internal or
external adverse event. Conversely, these immature businesses can gain suddenly in value in response to an internal or external positive development. During the nine months
ended September 30, 2008, we recorded gross write-downs of $29,518,963. These write-downs are owing primarily to the non-performance risk associated with our portfolio
companies in the current economic environment and secondarily to adjustments of valuation to reflect specific fundamental developments unique to particular portfolio
companies.

We also invest in short-term money market instruments, and both short and long-term U.S. government and agency securities. To the extent that we invest in short
and long-term U.S. government and agency securities, changes in interest rates result in changes in the value of these obligations which result in an increase or decrease of our
net asset value. The level of interest rate risk exposure at any given point in time depends on the market environment, the expectations of future price and market movements,
and the quantity and duration of long-term U.S. government and agency securities held by the Company, and it will vary from period to period. If the average interest rate on
U.S. government securities at September 30, 2008, were to increase by 25, 75 and 150 basis points, the weighted average value of these securities held by us at September 30,
2008, would decrease by approximately $256,033, $768,099 and $1,536,197, respectively, and our net asset value would decrease correspondingly.

Most of our investments are denominated in U.S. dollars. We currently have one investment denominated in Canadian dollars. We are exposed to foreign currency risk
related to potential changes in foreign currency exchange rates. The potential loss in fair value on this investment resulting from a 10 percent adverse change in quoted foreign
currency exchange rates is $306,962 at September 30, 2008.

In addition, in the future, we may from time to time opt to borrow money to make investments. Our net investment income will be dependent upon the difference
between the rate at which we borrow funds and the rate at which we invest such funds. As a result, there can be no assurance that a significant change in market interest rates

and the current credit crisis will not have a material adverse effect on our net investment income in the event we choose to borrow funds for investing purposes.
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Item 4. Controls and Procedures

(a) Disclosure Controls and Procedures. As of the end of the period covered by this report, the Company’s management, under the supervision and with the
participation of our chief executive officer and chief financial officer, conducted an evaluation of the effectiveness of the design and operation of our disclosure controls and
procedures (as required by Rules 13a-15 of the 1934 Act). Disclosure controls and procedures means controls and other procedures of an issuer that are designed to ensure that
information required to be disclosed by the issuer in the reports that it files or submits under the 1934 Act is recorded, processed, summarized and reported, within time periods
specified in the SEC's rules and forms, and that such information is accumulated and communicated to the issuer's management, as appropriate, to allow timely decisions
regarding required disclosures. As of September 30, 2008, based upon this evaluation of our disclosure controls and procedures, our chief executive officer and chief financial
officer concluded that our disclosure controls and procedures were effective.

(b) Changes in Internal Control Over Financial Reporting. There have not been any changes in the Company's internal control over financial reporting (as such term is
defined in Rules 13a-15(f) and 15d-15(f) under the Exchange Act) during the third quarter of 2008 to which this report relates that have materially affected, or are reasonably
likely to materially affect, the Company’s internal control over financial reporting.
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PART II. OTHER INFORMATION

Item 1A. Risk Factors

Investing in our common stock involves significant risks relating to our business and investment objective. You should carefully consider the risks and uncertainties
described in our Annual Report on Form 10-K for the year ended December 31, 2007, before you purchase any of our common stock. The risks described in our Annual Report
on Form 10-K are not the only risks facing our Company. Unknown additional risks and uncertainties, or ones that we currently consider immaterial, may also impair our
business. If any of these risks or uncertainties materialize, our business, financial condition or results of operations could be materially adversely affected. In this event, the
trading price of our common stock could decline, and you could lose all or part of your investment. In addition to the risks described in our Annual Report on Form 10-K, you
should consider the following risks:

Unstable credit markets could adversely affect our portfolio companies.

Although our portfolio companies rely primarily on equity financing, some of them borrow funds as well. Given the current credit environment, there can be no
assurance that portfolio companies will be able to borrow money on a timely basis or on reasonable terms, which could have a negative impact on their operating performance,
raise their cost of capital, or even jeopardize their existence. Furthermore, certain of our portfolio companies manage their cash positions by investing in money-market funds,
auction-rate securities, or other short-term securities that are vulnerable to current credit conditions. Lack of liquidity in such investments, or even defaults by issuers of such
securities, could restrict the amount of cash available to such portfolio companies. These events could lead to financial losses in our portfolio.

A continuing lack of initial public offering opportunities may cause companies to stay in our portfolio longer, leading to lower returns, write-downs and
write-offs.

Beginning in about 2001, many fewer venture capital-backed companies per annum have been able to complete initial public offerings (IPOs) than in the years of the
previous decade, and for the first time in a quarter since 1978, no venture capital-backed companies completed IPOs in the quarter ended June 30, 2008, according to the
National Venture Capital Association and Thomson Reuters. In the quarter ended September 30, 2008, there was only one venture capital-backed IPO in the United States, and
there have been only seven thus far in 2008. Moreover, in 2007, according to the National Venture Capital Association, the venture capital-backed companies that completed
IPOs had a median age of about 8.6 years, which was older than the median age of venture capital-backed IPOs in any period since 2001-2002. Now that some of our
companies are becoming more mature, a continuing lack of IPO opportunities for venture capital-backed companies could lead to companies staying longer in our portfolio as
private entities still requiring funding. This situation may adversely affect the amount of available funding for early-stage companies in particular as, in general, venture-capital
firms are being forced to provide additional financing to late-stage companies that cannot complete an IPO. In the best case, such stagnation would dampen returns, and in the
worst case, could lead to write-downs and write-offs as some companies run short of cash and have to accept lower valuations in private fundings or are not able to access
additional capital at all. A continuing lack of IPO opportunities for venture capital-backed companies is also causing some venture capital firms to change their strategies,
leading some of them to reduce funding of their portfolio companies and making it more difficult for such companies to access capital and to fulfill their potential, which can
result in write-downs and write-offs of such companies by other venture capital firms, such as ourselves, who are co-investors in such companies.
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Changes in valuations of our privately held, early stage companies tend to be more volatile than changes in prices of publicly traded securities.

Investments in privately held, early-stage companies are inherently more volatile than investments in more mature businesses. Such immature businesses are
inherently fragile and easily affected by both internal and external forces. Our investee companies can lose much or all of their value suddenly in response to an internal or
external adverse event. Conversely, these immature businesses can gain suddenly in value in response to an internal or external positive development. These events and their
effect on valuation may not be measurable until they occur. Moreover, because our ownership interests in such investments are generally valued only at quarterly intervals by
our Valuation Committee, a committee made up of all the independent members of our Board of Directors, changes in valuations from one valuation point to another tend to be
larger than changes in valuations of marketable securities, which are revalued in the marketplace much more frequently. Information pertinent to our portfolio companies is not
always known immediately by us, and, therefore, its availability for use in determining value may not always coincide with the time frame of our valuations.

Fluctuations in the price of oil may affect our alternative energy companies.

We have investments in securities of companies that are developing alternative solutions for energy and chemical production to those that rely on the use of oil. These
alternative solutions are viable economically at varying prices of barrels of oil. As such, the recent decline and any future declines in the price of oil may adversely affect the
business prospects and the value of our securities of these alternative energy companies.

Because we do not choose investments based on a strategy of diversification, nor do we rebalance the portfolio should one or more investments increase in
value substantially relative to the rest of the portfolio, the value of our portfolio is subject to greater volatility than the value of companies with more broadly
diversified investments.

We do not choose investments based on a strategy of diversification. We also do not rebalance the portfolio should one of our portfolio companies increase in value
substantially relative to the rest of the portfolio. Therefore, the value of our portfolio may be more vulnerable to events affecting a single sector or industry and, therefore,
subject to greater volatility than a company that follows a diversification strategy. Accordingly, an investment in our common stock may present greater risk to you than an
investment in a diversified company.
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Item 6. Exhibits

10.1* Lease dated July 1, 2008 by and between Jack Rominger, Tommie Plemons and Dale Denson as Lessor and Harris & Harris Group, Inc., a
New York corporation, as Lessee.

10.2 Nonsolicitation and Noncompetition Agreement between the Company and Charles E. Harris, dated July 31, 2008, incorporated by reference
as Exhibit 10 to the Company’s Form 8-K (File No. 814-00176) filed on August 1, 2008.

31.01%* Certification of CEO pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

31.02* Certification of CFO pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

32% Certification of CEO and CFO pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.
*filed herewith
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SIGNATURES

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

Harris & Harris Group, Inc.

/s/  Daniel B. Wolfe
By: Daniel B. Wolfe
Chief Financial Officer

/s/  Patricia N. Egan

By: Patricia N. Egan
Chief Accounting Officer
and Vice President

Date: November 7, 2008
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Exhibit No.

10.1

31.01

31.02

32

EXHIBIT INDEX
Description

Lease dated July 1, 2008 by and between Jack Rominger, Tommie Plemons and Dale Denson as Lessor and Harris & Harris Group, Inc., a New York
corporation, as Lessee.

Certification of CEO pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.
Certification of CFO pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

Certification of CEO and CFO pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.
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STANDARD MULTI-TENANT OFFICE LEASE - GROSS
AMERICAN INDUSTRIAL REAL ESTATE ASSOCIATION

' Bagic Provisions |"Basic Provisions”)
I Pamias Tms Logge CLeads’), daled for reference pupases oty July 1, 2008 L8 ade

by ard belween Jack fominger; Tommie Flempns and Dale Dengon

I |"Lossar
and i Ing.; 4 New York cerporatien
sepeesiemmt i i ~ Leseea’),
jeellactyaty tha "Parties’, ar ingwvaualy & "Party”)
S 2w Premises That cerain poran ef ihe Froject (85 defingd below), known as Sulls Mumbers) 2
foons|, corsistng of appromimalely =2, 290 renishile sguare feel which Includes uae of the frst Asar
o UsEEhE 0uarE PRl PremiEes"). The Prevnises are locales
cnthe Cityaf Ealo Blto . County af
SweoiCalifornia with rp eade 54301 Ir addition 1o Lessee's

nghig o usé and ocoupy e Premises s hereinafter specified, Lessoe shad have non-guciussn fgnts 1o ihe Cormman Aeas (8 defined in Paragraph 2.7
below) as herenafier specfied. but shall not have any Aghts 1o me roal, s axleno wabs, Pie ares sbove e dopped ceilngs, ar the ity aceways of the
Ainlting cartaiting the Preneses "Building”] of o any other bulEngs i 1ha Poject. The Frermises, ihe Buldng, me Comenan Areas e land spon which
may aa locales, along with 3B othor Duildings arl Frorovemsits Hecean, are hersn cabectvely refared to s the "Projoct”  The Project consists of

spprooamately T3, 300 rentable squans feet. (See also Paragraph I}

120 Parking N/R Litregehied and B/ L resnryRd vEhcka parking spaces at a monthly cost ol S8
pet urreserved space and $11/ 4 Pl raganded spach. (See Paiagraph 28|

i3 Term: Five (31 years-and Additional days panding lease commeancement sate aml—————0m

e 'Original Term") commencng Augqust 1, 2008 &5 further defieed |n the Addsndum

UCommancement Date’s and endirg Auguat 31, 2013 |"Expiration Date”). [Sse siso
Paragraph 1)

14 Early mn&slnn'gcon Legge ewecutlan subiect to terms defined din Aadend'_r[n_ __ (Eany
Possession Date”| [See also Paragraphs 3 2 and 3.3

1.6 Base Rent: §10, 305 ___ mer month "Base Rent)”. pepabie anibe Lirab (Ist)| day of sach monih
canvhenang August 1, IDDE - 15es alsa Paragraph 4)
B it mis baw s ehiechad, (here are prossions inthis Lease fortha Base Femd 1o b adjustad

18 Lussaa's Share of Oparaling Expense Inerease: 11/ 0 parzent [/ A%) "Lessea's Share") Lasses's

Share Nes been caiculaled by dwidng Ihe approsmale rentabie sguam foalage o the Pramesas by ihe ioial apprazimale squars factage of fe reniable space
conlained in the Project and shall net Be subifact to raveeion except in coaneclion with &9 aclusl changs & the size of the Fremises or @ charge in 1he spaca

avalable for lease n the Praject. There ohall be ne pase-through of operating sigenses to Lesses durlng the intial iase term

(i Base Rent and Oiher Monies Paid Upan Execution:
) Hasé Hanb: 511, 4 far the pesiod FRL.gL.st 1 =31, 2008
(1] Sacurity Doposit 51 ("Security Degosit’) |See alza Parograph 5}
(4] Parking: 53/ _ forhe pancd B/ A
idy Qthor $4/54 farti/ o
ny Tertal Due UWpon Execution of this Lease £21, 005, 00
18 Agroed Usa: gensral office uee In complisnce with City of Pale Alto laws and
QLGLNATCES :

- |See atsa Paragragh &)
18 Base Yoar; Insuring Party  The Base Year is & Lessar is the “Insuring Party® (56 siso Paragrephs 4 2 &0 3)

110 Roal Estam Brokers (Ses alsn Paragraph 15)
(8] Representation  The fokowang real @stale orokers | the "Brokers”) Bnd brokerage relaborships exist 0 @his frarsachicn ichack

applicakie boxes)

B Cornish § ey Commarcisl - Cherle Witery represenis Lessor exclusively ("Lessor's Broker),

@ war sT 3 represenls Lessee sciusively (CLossoe’s Broker) or

o reprasans bot Lessor end Légses (Dusl Agency™).
bl Paymant to Brokers Upon axgculion eng defdvery af this Leass by boll Partes, Lussu;r shall pay b the Brokens

Ihes brosere fer agres 10 i @ Beparale vwoitan agreerment (ool o N S

TS i Rl b " By-Hhe-BpHaRET

{ & Guarantor  Thir ebligatons of Ihe Lessee undes e Lease shal be guaranteed oy H/a

e ["Guarantar’) {See a0 Paragrapn 37)
t12 Business Hours for the Budiing. = i o & pm, Mdrdays through Frdeys feseepl Buiding Heloays
) pom. ot Esturdays (ewcept Buiiding Hoildaye] . "Bubiding Holidoys" shall mean the daies of ctmesvatian of New
Years _'In..- Fresdeni'e DByr Men-uua Dpy indepanderce Day, Labor Day, Thankegiving Day, Chistmas Dy, e H /8 =

113 Lessar Supplied Services  Nohweimstanding tha pravisons of Paragraph 111, Lessar s 8§07 coigated to provide the Takowang,
O Jarstenal seraces
O Esexicity
L1 Crlar {spwcity) 2
114 Attachmaents Afached bareto are the fofowing. all of which canstihds a pan of this Lease
[ an Adoendum consssng f Pamsgrphe At ihenugh 12
a Fian depicling e Pramises:

[ Initrats.
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B & cumerd set of tha Hules and Regulations;
O a Wark Léttar;

O & janitona schedule;

& other (specify): Floce plan

F Framises

al Lelting Lessor hereoy leasas 0 Lesses, and Lessee horedy laa3es Moo Lesser, he Premises, tor tha tenm at the rerial, and upan al
of i Wanms. Couenanie and condaians Lol farl in this Lease. Linless etheswise proviced herein. any stabemant of size sed fodh n this Leass, or snak may
Fiave been wsed in colcliaing Rent, s an anprosmalion which the Paries ajres is reasonanls and BNy payrnents based thereon are nod subjest to revizon
whemer & nel Iha aclial size is move or less. Note: Lessie is advised to verity the actual sies prior to executing this Lease.

Fy Conditlon Lessor shal gefaer the Fremiges 1o Lesdee in'a clean condgian on e Commencemant Oato o the Eary Poessssion Dale,
AEnEver (6| Gocurs "Start Date’). and warranis thal the existing olactrical, piumding, fire sprinkier. lighting, heating. ventisting and air condatoning
systems (*HVAG™). @t all cther 283 which fhe Lessar is obligesed 1o consiruct pursuant 1o the Wk Letes Fires A dd=ndum atachad heretn,  any, alher
thin thise cenatrucied by Lessea, shidl be i goud aperatng condition on sed gale

23 Comgdiance. To the kot of Lesasr's knowledas, Lessar warants al the imarcnsine s camprising the Premises and the Commen
Areas Comply weth 1the building codes ikl wers . effect 0t thg Um Bal each swcn improvemand, ar porion fhenaol, was. consyucted, and aisa win &k
applizabin laws, Covanante o resiriclions of mcord, regustions, and ardinances Appicable Reguirernents’) in effect on ihe Sian Dme for cee of the
Fremiaes as genersi office space. Said waranty o8 nob agpy Lo the use o which Lassea will put the Premises, modificatians which iy be requirag
by the amercans with Disabiltses At or any simear laws as @ resull of Lessen's particular use [sée Paragraph 830, o io any Allerations or Litkity
Instabalicns {as defned in Faragraph 7.30a)) made of 10 D mede by Lesges. NOTE; Lossen |5 responsible for determining whathar or net the zaning
ana atngr Apaticable Reguiremenis are appropriate for Lesseo's intanded use, and acknowledges thal past uses of te Premises may no Ionger be
aliowed. {1 1he Pramises da nol comply with said warmanty, Leaser shall sxcapt as ahansss pravided., prompty afler recoipt of wiilten notice from Lessee
sellirg fodh win specdicty ha nature B extent of such nan-comgliance. rectfy the same. [n the event tre Tenadt Impravemente 263 forsh Ir the
Freb Addenaut o be consthucted by Lessor trigger any Apollcable Kaquirements, then the Tenant Improvemsnis shall be slbered 2o ap
e not trgger any Apalicable Reguremente. If the Applicable Requrements are nermafiar changed S0 as 1o reguine dunng M T of s Lease the
eenstiuthicn of an oddition % or an alteralion of e Prermises, the remediaticn of any Hazardous Substance caussd by Legses ar the reinforcament ar
olfer pnysecal modificanan of the Premizes ("Capital Expanditure™), Lesaor and Lesses shall aliccaly Ihe cost of sush work e foiows:

18] Bubect to Paragraph 2.5() below, i such Capital Espenditurss arg mequred 85 8 rsul of the speciic and unique use of the Pramisss
by Lesses as compared with uses by Wnants @1 géteral Lessee shall bo fly sesponsible far the cost Nersal, prowoed, Nowever that if such Capiles
Expendilee is required duning the lest 2 years of this Lease and the cost thereal sxsseds § months Base Rart, Lessee may nsteas semminate (s Leass
unleas Lessar nalifies Lasses, m wniting, waihin 10 days afler receipt of Lesses's temination nobce ihat Leasdr ha electod to pay (ha diference beiwesn the
aciual cosl ereol and the amount equal to 6 mon®s' Base Rent  H Lessee olects lamminalion, Less=e shal immadialely ceass e use of the Fremises
wilicl: Raures soch Captal Expendiure ano deliver 1o Lessor willen nofice apecilying & lermination data at least B0 days thersaber. Such lemiralicn dale
ahial howevar, ir no gvent ba earbar than the ast day that Lessee eculd legaiy uiiize (he Premisas wiihalt ELmrneicry such Capital Expendibura,

b I such Caspitad Expardilure |5 nod INe result of tha spacific and wiigue vae of e Premises by Lessa {such a3, gowemmertally
mandated seizrsc modificaticns). (e Lessar and Lessee shal alocabe ihe cosl of sueh Capilsl Expendiiure a5 fofows:  Lessar shak advance the hinds
necasgary far such Capital Expendiiune bul Lesses shall ba obligatad o pay, sach manth during the rematder of e lerm of th Lease. on the dabe on which
Bade Renl s due. an amounl equal te the prasuct of MUNDNG Leskee's share of the cost of such Captal Experditre (ha parcaage apetified in
Paragragh 15 by § fracian, the numsiatar of which i3 ane, and the dencminator of wiich |5 144 (18, 114410 af tise cast per monih] . Lesae= shall pay interast
an ine unamodtized baiance of [Rs5ea's share 3l & rate thal is commaendaly reasonable i the Judgment of Lessor's actowlants. Lesses may, nowovor,
Prepiy ils abigaten al any Ume. Provided, howeyer, that if Sich Caoilal Expentiture o reguires gunng the sl 2 years of this Lease or # Lessar Tagzanadly
deletmines Hal if 1§ Aot eConormicaly leasible ta pay ils share therect, Lessar shall have the oplic 1 \esminate this Lease upon 50 days o wilten nalice
Io Lessee uriess Lessee nolfies Lessor, i witog, within 10 days afier receql ol Lessor's termination notics thal Leteee wil pay far such Capital
Expenditure. If Lessor doas nol 8lect 1o enninale, and fails to tender it share al any swech Capital Expandilure, Lésses may adwance 5ucn funds and daouct
Sume, watl Imeresl, ram e untd Lessec's shave of such coste bave been fuly pad. i Lessesis unabie bo finance Lessors shars, oo f #e balance of ke
Rant cup o paysbile for the ceenainder of this Lewsa i not sufficient o ldly rimbursa Lesses an an offset basis, Las5e8 hall v Me right |o berminaie
M3 Lagea upen 30 days woltan nolice 16 Lesser

(5} Motesthstarding Ihe abowe, e pravisions cancaming Capidal Expendiures are imended 1 apply efly 10 nonwluntary, unespeciad
and new Appicable Regurements. 1f me Capitel Expenditures are mslead inggensd by Ledsss as a resull of Lesese's particuar use of the Fremises an
i lange-#-uke-—change-n-nlansty- e e or to tha Pramesss excluding the Tenant improvements ihen, and in thet svent
Lesses shatl be fully respensibie for the 2ost thereal, and Lossoe BNas not NEve &y right ba terninats ik | asss

24 Ackiiowledgoments. Leasas acknowiedges that: (a) Lessen Nas bean edvised by Lessor andior Brokars 10 salisty (156 wi respec o
the cardition of the Premises (inciuding bul nol lmites B ihe alecincal. HWAL ana fire sprinkier systems, saCunly, envirornantal aspects, and compliance
valh Agplicabie Requiemans), and their suzabiity for Lessee's innded use. (bl Lessen has mae such inwestigalion as il depms necessan win reférnes
10 such Merers &d assumes all mspansiily ihersfor 83 the same relalo 10 5 accupancy. of Ihe Premises, and (o} nodher Lussor, Lesatrs agants, noe
Brokerd have mode any oral ar welten mepresentabons or wamaniies wih respect 10 seid marters other Man 85 56t 107N i IiE Lease, In acdition, Lassor
Acknomdedyes that; ) Brokers have made no reprosertations, promiess of wartaniies conceming Lesses's abisty bs ionar the Lease o suilatility 10 OCEupy
the Premises; and (i i is Ledsar's sale responsiality io investigaie the firamcal capabdity andior suilabilty of #il praposed tenanis,

28 Lessan &6 Prior QwnenGocupant The warrantes made by Lessor n Paragraph 2 shall De of 1o force o effect (f immediaiely pror io
live Slart Dite. Lesses wad (he ovwner ar oocupant of Me Premises. in such ovenl. Lessae shall be reaparsis for any necessary comaclive work
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The- i B % fray Toye I HEHH iy {e-Ha-Grs - [ -
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v Comman Areas - Defiition. The lem "Comman Areas” is defined e all mreas ond taciFlies Gulsios the Premises nd within i
eatenitr bourdary fng ol he Prject and inferice uslity raceways and nstslations wilhin the  Premises ihalare provided and designated by e Lessor raim
lime 16 Himi far Mg gerersl ranexclisee use of Lessor Lessed and other lenanis of e Project and thelr respecive omployees, suppiiers. shgpers
Custamars, contracioes and ayines. Including, ut nat imited 1o, commen entrences, |obbies, comidars, stainweis. fUBSC rRalOMS, Slevion, parking areas
ading snd unicadng areas, rash Breas, roadvays, walkvays, divewaye end Bndscaped areas

4 Common Areas - Lessed's Rights. Lessec grants 10 Lessee, for the beneflil of Lesser and ils empoyeres, suppiers, shippers,
CONracions, Custemnerns and invitges, during 1he lesm of This Lease, 1ha nonexclusve rght Io use, in common w0 sihars aptiked bo s use, the Comman
Addas ax they et fram teme b fime, subjact ta ary nghts, povwers, and pridkges reserved by Lessor undar e l&ms hereol or under (o 180G of any nies
#d aABIEE OF MESINCIOns govemung e s of (e Prajgel. . Under na circumstancss ahali (he rght herein granded ta use the Comman Arean be teemed
16 iischuide the dghl to slore any progeny, lempoealy or permanenlly, In he Commen Areas. Ary sucn storage Fhal b8 permilted cutly by Ihe gsior weittan
Cunsert Al Lissdr o Lessor's desipnaed agenl. which consent may by revoked sl any lime it fie event thal aay wsuthezed siorage shad oocur then
Lessar mned Rave tha g, wilhcul neses in addbon te such ather nights and remedies Jal L may have 0 femoue lhe erapariy and chaga the zost 1o
Leswed, which cosl ehall be mmesately peyabio ucn diriand by Lessor

34 Common Areas - Rules and Ragulations. Lessar o such cther persan|s) as Lessor may appoind shall have the axchisive contral and
managamant of (ke Corfmon Areds and shall have ne nght from lime o hme, 10 @dopl, modily, Brfiend and enloce: masanatie uies Bnd reguiaiisns
["Rules and Requiations”) for the manegecnenl, =afety, care, and cleandness of Ihe grounds, the parking ard unicadng of whists and e preseryatan of
goad oder, a5 well as lor Ihe converienca of other accuoants of tenanis of the Building and Ihe Project and Ibeir imisses  The Lesses sqraes 1o abkle by
ard eandarm 0 @l guch Rules and Reguialions, and o cause ils empiopoes. suppiess, Wigpers, cuslomens, Sonimciors and invilees (0 50 abdde and
carsharm. Lessor shak not bo fesponsbie b0 Ledse 1af the narcomplianes wilh said Rules and Rogulatians by airar terants of e Proec.

Fa 1) Common Areas - Changes Lessorsnull have (e nght, in Lessar's salo discreton, o deme (o Bnie

H Te maxa charges 2 the Camman Areas, including, without linstalien, changes in Ihe lecalion, size, shape and number of tha

lotibies, wansaws, steinuays, a shafts, skwalors, escaialors, resboams, driviways, enirmnces, parking £peces. parking araae; iiading ang w Argasn,
[ ress, dreciion of raffic, andscaped areas, walkwiys 80 Uiy facenays
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It} Ta ciose temgonanly 8y ol fie Commen Areas. for manienance pupesss so long a3 reasanabie gocess o, Me Pramises
fernans avakable;

i) T gaspnale alber land aulsida the boundariss of the Project to be @ pan of the Common Areas,

(L] Tio add acditicnad buldngs and impovermenls to fie Common Areas;

() To use Ihe Common Areas whie engaged In making sddtional improveinents, repairs of ailarations o liw Project, o any
partian theneol. ang

n Te do and perform such olher acts and Mgks such olber changes in, ie of with respect e the Common Arear and Propect a3

Legsar may. i ihe exercise of Sound DUENESS judjment, deem (o be APPFOQNETE Hrovided Lessor does not unredeonstly intarfers with Lesser's Lee

sf the Fremisss or Ingreas aps egress

i Tofm,

21 Term. The Cormmencement Onte, Expration Date &1d Origingl Term of $his Lease are as specifiad in Paragraph | 3,

3.2 Early Possesslon. |f Lesses ioially or partially ocounies the Pramess pacr 14 the Commancement Oete iha chigalicn bo pay Base
Rent shad e abated for tha period of such sarly possession. Al cthar terms of this Lease @ B g ba-pay-k -5
algw ) abiall, haverser, ba In @tfect during Such pericd. Any such early pessessian shall ot affect the Expiration Deta

33 Deiny In Possession. Lesscragrees 10 use 15 DO CoMMencially ressonabie efforts (o dallvar possession of e Premises o Lessee by

the Sommancament Jate o, desgile said effoets. Lessar 18 unasie 1o defiver paseessian by such gals, Lessor shall rot oe sugjec o any llabdity thesedor, rar
shall such fafure affect the validity of this Lease. Lesses shall nal, however. be obigaied 1o pay Rent or perform iis other abSgahons Wbl Lessor gelers
PoEERgsion of the Framises and aqy panad of fent abatement (hat Lessee would atferwes have eayed shall run from ine date of delvery of pessessicn and
cordine for & perod equal lo whal Lesses would Olherwise hawe enjoyed undér e lerms berecd, bul manus any Says of Gelay caused by the acts or
amissans of Lessae | peasession is nod deivergd wilhin G0 days aler ihe Commencemerd Dale, as ie sgme ey be edenten widor the \rms of any
Weork-bateen the First Adelendum emeculed by Paries, Lessee may, af £8 option, by nodice in wikrig wilhin 10 gays afier Me and al such B0 day penod,
cances this Leass. 0 which event the Parties shall ba dscharged from all cbiigations hareunder 11 such vwilien noties is nos received by Lessor wahin seid 10
“ay panod. Leeses s fghl o cancel shall lanmenate. If fossessiar of the Premizes 16 not dedvered within 120 days after the Cammencemenl Dale, his Lease
shall lerminate unless other Agreements 48 reached between Lessar and Lessae, in wiiing

14 Lessee Compliance, Lessar shall nol be required Lo delver pessassion or early posseseion of the Promises 10 Lesses willl Lessas
rempiies with its abligation 1o oyde #yidence o insurange (Pargaragh §5) Pending delery of SUch ovidencs, Lesses shall be required ta perfcrm all f its
okiigalions wuncer his Leass bom and after the S1a Date, including the paymont of fent g5 defined in Parszraps 17 ap of the Commencement Dats,
nefwilrnsianding Lessars eaclion 10 wilhhold possession panding receipt of such svidence of inswanca, Further, if Lessss i réquired (o perfamm any alher
wanditians prario of concusrent with the Stant Oate, Ihe Sle Date shall soour bul Lessar may elect ia withiold pessesson umi such condilizns a8 salisfied.
& Rent

4.1 Rent Dufinod & monetary obligations of Lessen 10 Lessar nosr INe 16nns of this Leasa (excapt for the Securily Depoail] ars deemed
ta berem ("Rent’)
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B Security Deposit. Lessea shall seposil wilh Lessor upon execulion herest e Secunty Deposit as secunty for Lessas's falinlud pedomance of ils
obligabicns under Ivs Laasa, I Legses fads w0 pay Rent, or athersise Defoulis under this Lease, Lesser may wsa, apply of redain all or sny porson of said
Securiy Deposit for Me payment of ary amount due Lessor or 10 reimburss or compensale Lessor 107 &ny hatilily, expense, loss ar darnage which Lessar
fray sulfar o ingur by readsen thereaf IF Lessor uses or appies all of any portan of ihe Secarty Depasit, Lessee shall within 10 days afer witlen reques

tenelor. deposi maonies wilh Lassar sufticient lo restive sakl Security Deposi o the fuk amouni required by ihs Lesss. IHne-Base-Raniinrsasss-during
et shis-4 l' hall e s 4 .-l" I - dhi - tw it sl '”‘mlillnr i
ARF-aE S HTe Dial e S8 et - e nea s ed 3 Goredo-lva-andal- BasaRoal Should the Agreed Uso be

amended b sciormimmedle a malenal chinge in e busness of Lesses o |0 gocomitadale a sublessee or assignee. Lessar shall nave he nghl io Increase
e Securty Depasit 1o the ewien| necessary, in Lessors reagonatle judgmand, fo accourd far any increased woar and 1aar thal (e Prerises may suffer a3 8
resull thareaf. I & chienge 0 control of Lesses accurs during shis Loase ard ofowang Buch charje the Mnancigl candition of Lessee is_ in Lessors
feasanabie et &igiheanlly reduced, Lassee shil deposil such addfona! moriss with Lesser as =hal be sufficient 1o cause 1he Socurity Depést 1o-be
&l a carpriersially reasanatle leval basad an such change in Tinancial condition. Lessar shall nel be reguired ta keeg 1ha Securdy Daposil separale from its
genena accounts,  Wanin 14 days afler the esprstion or terminatian of $is Lease, i Lassor slacts 1o 8pply the Seculy Deposl ool b8 wpaid Fent, and
athervase walhin 30 days afled the Premises have oean wacaled pursuant 1o Paragragh 7 4le) belaw, Lessce shall rewurn ot portan of the Secunty Depost
nol used ar epplied by Lessor. Mo pan of the Securty Deposit shal b congdared Lo be hefd in tnust, b bear mtargst o o be grepayment for By monies e
be pad by Lessoe under this Leaae.

] Use

61 Us# Lessee shail use and accugy te Premises any for the Agreec Usa, ar &ny othar [egal use wiech is reasonably camparable mereta,
ard far no alivr purpoee. Lessee shall nok use or poamil e wee of Iha Pramess in @ manner that is unleaful, creates damage, waste o @ nuisance, o that
distirte accupants of of calisas damage fo neighbarng premises o properlies. Lessar snail nal unreasanably withincld or desay 18 congent W any wilben
request dor & maddcation of the Agreed Lse, $o long as the same wil nol (mpsr e sbuciurel niegeity of e Improvemeants af the Bailding, will ol soversely
allaci Ine mechanizal, sleclical, HWAS, and ather sestoms of the Suikding, andior will ot affect the #xsior appearance of the Building. o Lessar ekels 1o
wilbhuld consénl, Lessor shall wittin 7 gays afier such request @gve wiitlen notilicoban of same, which natice snall include an espéanation ol Lessar's
ohjectians 10 the changs inha Agread Ugs.

E2 Hazardous Substances

18] Feportable Uses Regquire Consent, The derm “Hazardows Substance” 53 ussd in this Lease shal mesn any pradacl, subsiance, ar
WaElR wWhtee pregence, use, manufaciure, dsposal, rensponation, o redaass, eilher by itself o in combination with glber materals eapoctes B be on ha
Premises, s ether (] polensally (Njuncus 10 the pubkc heain. salely ar welare, the emdranment or the Promises, (i) requbaled ar manbared by arry
gowammarial @ihonly, or (ii] 8 basis far potenbal lishilty of Lessor to any governmental agency o thed pay undel any spplicable siaite or comman law
Ingary. Harardous Subsiences shall include, but ot b2 imited 0, Iydrocarbans, petralewn, gasalne, andier crude ol or ary products, byproducts o
fractiovs therecd.  Lessee shall nof engage In @iy activily in of o e Prémdes which consitites 3 Repanabio Use of Hezardous Subsatancas wiloul ke
axprass priar widlen consant of Lessor snd trnely compbanca (a1 Lessee's axp | v Al A Regquil "Reportabbe Use® shall mean () the
wislaliain or use of any above or bedow ground storage tank, (i} e genecation, possession, stompe, wse, frensponatan ar dsposal of 8 Hazardous
Subsinnce that requares a penmit bom, of wilh respedt 10 which a repon, nolice. regisiradian or Dusingss plan s required i be Nled win, ey gowsmmantal
authonly. andlar (] the presance al the Premises of a Hazardous Substance wih raspect lo which ey Applicable Requirements requires that a notica be
Dt 10 [arsans enlering of octupying e Premizes or neighbonng properies. MNoleihstanding [he eegory, Lesses may e ary ordinary ant cusiomany
raterals reascnably regumed o be used in the pormal course of the Agreed Lise such as ardinary office supplios jcopiar tarer, Bquid paper, glue, elc| and
comime hougaholl cearng materals, so long 83 such use & in campliance with all Appicabie Raguirements. (s not 8 Repanadle Use, sind doss ral sxpose
ha Pramiges of seighbenng property to any meaningfil rss of conlaminalion o damage or exposs Lessor ba sy lishiity therefor in addilion, Lessor may

-condition s cansend o any Resortable Lise upon racesdng such addilional Bssurances &3 Leszar reasonatly degms racessary o pratect ilsed, he mablke.
lix& Premises and'or the anwonmaent against damage, contaminstion, mjury andior liablity, nclugag. Dot nol limited 1o, the @nstaiiation (and remowe on af
bodora | pase axpiration of fesminalion) of pralective madficalions (5uch 28 concrala ecasaments) snidior increasing the Secirity Depcsi

(b Duty 10 Inform Lessod If Legsed inows, o has réascrable cause ic belove. et 4 Hazamdous Substance has same 16 be losaled
. an, unded or about the Precmises, obier than as previcusly cossenied 50 oy Lessor, Lesses shall inmedsalesy give written nolice of such fact 1o Lessor, and
orawde Lessar vt & cogy af ary tepart. nalice, dam ar csher doecumantaton which il has sercerring the presence aof such Hazamdous Sul .

(=) Lesses Remediation. Lesses shal pol couse or permt any Hazardous Subsiance fo be spilied of relassed i on, under, or aboul
the Framizas jinduding theough the plumbing or saritary S0war sysam] o0 shall promolly, 8l Lesses's sxpenss, camgly win e Applicabls Reguiemenis
ad |she all lnestigatany andicr mmedial acian reasanabiy recommended, whalher ar nat fermady ordersd ar required, for 1he cleanup o &ny CONBMIALG
of_and for the mainterance, secufily andior moniloring of the Pramisas or neighbonng praperiies, st was caused or maledslly canirbuled 1o by Lesses, or
partaining 1 o mwleng any Hazardous Substance braught omo tha Promises dunng the b of this Lease, by o far Lesses, or any third parly

idl Lessoe Indemnification  Lezses shall indemnily, defend nnd hosd Lessor 13 @0anis, employesas, anders and ground kesser, if any.
hanmiess from and agamal sy ard all loss of renls andiar damages, lisbdiies, |udgmants, daims, axpensss, panafies. and atomeys and consutans’ lees
arigiy cul of ar nveiving any Hazardous Substance brougnt onta lhe Premises by or for Lasses —0F-aey-ibm-pary.

L il e sy dai- i Lo
et e aiGr eanls bt o by-Lessse) Lessee's obligalions shall include, bul nat be imited 1o, the affects of any contaminatian o7 injiry 1o persen. propery
ar e BniranEnt crealed ar sutfered oy Lessen, and e cosl of investigeban o remesiation, restorabon andior ebalement, ard shall surde the
expiration ar termenation of this Lesse. o teminalion, cencelation or release agreement entered nio by Lesser end Lessse shall relegse Lesses fram ns
ablgatans urder ik | Arsa with mapes 0 barardos Sbsances, uniees speniically 50 agreed by Leuier in wiling al sha time of sus agmemant

e} Lessor Indemnification. Lessor and s sucoessars and assigns small indemalty, galend, reimburse and hood Lessse ds eraloyess
and lenders harmigss from dnd Bgainsl any and all envronmentsd domeges, Induding ihe coal of remediation, which resut from Hezardous Substances
valch masled an lhe Pramises pior to Lessea's oorupancy of which are caused by Bhe gross neghgence or williul miscenduct of Lasaor, ils agends o
ampioyees Lessor's obligstions; as and whan meouired by the Applicabde Requirements, shat inclide, bul net be bmibed 1o, e cost o invesligation, remoal,
ramgdiatian, resamon aor abalement, 8nd Shad surve the =xpiration or fermination of this Ledse.

(I} Investigations and Remadisions. Lessor shall (el8in the respanstiity and pay hor any investigalions ar remedishion measures
mequred by govamments enlites having risdicion wih mspect 1o the eadstence of Mazardods Substances on Ihe Fremises peor o Lesses's pooupanty

i 1o P TR T YT I |'n.n|'-u x " ag daFand r A T bk d-£h an
HGH L Blal by iba-forsieh-payirens- Luasee shall cooperats flly in any sich activilies at e reguest of Lessor, including aliowing
Lessor and Lessce's apunts 1o Nave reascnable &ccess to lhe Premises al ressonable fmas in erder 1o cary oul Leszars imvestigative and ramedal
msparstiites. Lesses shall nat be nels renpaneibie for sy pre-exlsting Hazardsus Matersl or any other Hazsrdaus Mataris! not saussd by

AP PR R QTIP |

Leagee
{0 Lesser Tetmination Option & o Hazardous Subslance Condilion (see Paragraph 9 %e) accurs cunng the torm of this Lesse
UNiEEs LEEERE 13 hegally responsibie wrder e temms of tne Lense therefor (in which case Lesses 5had make e inweeligalion and remediation theneal
sequired by 1he Agplicable Requiremens and Dis Lease shall cantmin i Al force and afect, bul subject lo Lessor's nghds under Faragraph’ 5.2d] and
Paragraph 13}, Lessor may. 8l Lessor's oplion, eilher I} invesiigate a1d remediaie such Hazardows Sybstance Gonpditon, I reouifes, &5 so6n 85 reasonably
POBSIDE B Lesaars ekpense, in which eyant ths Leasa shall conlinue in Tl farce and effect, o i} f the estimatad cost b remedials such cordilion saceads
12 timey dhe Ihen monibey Base Renl or $100,000, whichswer s greater, give witian notice 19 Lesses, wilhin 30 days after recelpt by Lossor of knawiedpa of
the scourrence of such Razardous Substance Conditicn, of Lessnd's dasire {0 lerminale this Lease as of the date 60 daye todowing the date of such nolice.
In the evert Lessor elects lo give = lemmunation nelice, Lasses mey, wihin 10 days Iheratier. give wiitten noilce 1o Lessar of Lesses's aammitmard 16 pay the
afcunt by which e cost of tha remadiabion of such Hazardous Substance Condean sxceeds an emouil equal 112 lines the ihen moniily Base Rerd ar
£100,000, whchiver 15 greater. Lessee shall pravide Lessor wih sait ungs or salisfaclery assurances thereaf wahin 30 davs followeng such coinaitmeat in
such awvr, s Lesse sbiall confinue n ful farge @nd effecl. and Lessar shal proceed fo make such remedistion as soon as reasanably possibie aler 1hp
fequred fnds & svailable, If Lessoa does nod give such notice and prowids 1he requrod fuigs or ssssance thereol within the fime provided. is Leass
shnil terrminate as of tho dale spacified v Lessars nolice of lermigation
63 Lesses's Complianca with Applicabls Reguirements. Excepd s ctherwise prosided i s Laase, Lesses shall ot Lessess sok
expense fully. disganity and o dmely manner, matenady comply wit § Applicabis Requrements srnlng dUrka the Tarm of tne Lease snd dus g
LEERES S FArtico s e e eouirimEle of any aupicable fre insurance widenwrter af Taling buresu, and me recommndalicns of LeSETE & jreens
Andio’ censuitenits which relahe in any manner ta the Fremomeas, Wi Civde F g dre-now-peffect-as Tnat become eflecive Bfler
e Start Oate. Lasees ahall, withn 10 days afier recapl of Lessors willen reques], graude Lessor wilh copies of all parmsts and 0 documents. ang sther
IATIFELGT avidencing Lessee's complancs vellt Any Appiicatle Requremerns anolng during the Term of the Legee and dus to Lesssz's PATHCYIE
e specfied by Lessor, and shall immediately upon recespl, notdy Lessor in writing (wiih copees of any documenis inalved) of ary threatensd o actus
clim, nohce. cllalkn, wamng, campant or repar pertaining fe or mesheey the fulure of Losses o 1he Framises 1o camply with any guch Appheabie
Requiraments
e} Itspection; Compliance  Lessorand Lesser's "Lender” (es dafingd in Pacagrap 30} ad covaulients shall have e righd ia ender ins
Ty ume 0 ihe case of an emergency, and efierwase ot rpasenabe Bmas, fon INe pamese of inspecing the congdan o |r\afr e and foe
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weilyiiig compiiance by Lesses with this Lease. The cosl of any such inspecticns shall be paki by Lessar, unless a vicialion of Appicasie Requroments. o a
Hazarcaus Subsiance Condtian (eae paregaph B 1e)is found to exist ar ke imminent, ar the inspection is requastod o ardensd Dy @ Jowarmments aunoily,
In such case. Lessae shall upon reguest reimburse Lessar for lhe cost of such inspechon. s long as such inspectson s reascnably relatad o the valalion o
conlaminalien

7 Maintenanca; Repairs: Utility Instaliations; Trade Fiztures and Altortions,

T Lessee's Obiigations,  Motwshstandag Lessor's coigabon fo keep @e Prémses in gooo condbon and repsr, Lessen shal bo
respansibie far payment of the cost thereo! 1o Lessdr i addtionsl renl for thal porlion of the cest of amy maerdenance and repair of the Premises. ar any
equipment (wharover located| that sersas only Lessee ar the Premises, bo e extent such cost s atibutabie b0 CAUSES Beyard nommal wear &nd lear
Lesson ghall be reaponsibie b e cost of painkng. repaming ar repiacing wall soveRings. and o repsir o replece any angrayemments with the Premesas.
Lessor may. ai ilts cplion, unon reascnanle nalice, aect g hawe Lesses parlor sy pamsoular such maintenance or repairs the cost af which (s ciherise
Lesses's respansibdity bereundar,

F Luessar's Obligations. Subject ta the prowisions of Faragraghs 2.7 iCondtian]. 2 3 {Compliance), 4.2 {Operating Expenses), 4 (Use), 71
{Lessed’d Obligatans], 9 (Damage or Oesiniction) ane 14 {Condemaatian), Lesser. aunjech b rembursemant pursuant to Parsgrapn 4.2, shadl kaep A goad
arder, coadition and repalr 1he foundations, extenur walls, siructural conddéen of interiar Beanng walls. extedaor roat, fire sppnkler syslem, fine glam endéar
ke datectien sysiems. fre hydranis. and the Common Sreas Lasses fxpressly wahds the banafit of ary slatite now or bereafler m effec ta the extent 1
15 eansistent wilh e b of tis Lease

3 Uity Iretallations; Trade Fixtures, Allerations.

[a) Definitions  Tha teem Uiy Installstians” relecs 1o all floor and windaw coverings, alr lines, vacuwm ines. povar panes. secincal
msribution. secanty and fiee prolaciion Syslems, comenunizatan cehing, ignling fbaures. HYAC equaamant, and plumbeng in or on the Preanses The temi
“Trade Fixtures® shall mean Lessea's machinery and aquipmen et can be remoued withoot doing materal damage 1o the Premises. The bemy ©
Adterations” shal mean any maditatan af e mpowements. other han Uiaty Installations or Trede Fidures, whelber by addition ar deleion. "Lessea
Qwned Alteralions andior ULy Installatons” e defined as S8eratans andior Ladily Irstallations made by Lessee et @ nol yel ovned by Lessar
pursuant 1o Peragraph 7 4l

|b} Consent Lessee shal net make ey Alteralions or Lty installatons 1o tha Premeses winout Lessor's por witlen consent. Lesses
may, Ay, Make nor-atruciural Uity Instadations o te intenor of the Presmizes {exsuding @e roal] wibeol such consent bol upan nalice (o Lesson as
lottg 8= ey ere ol vsibe fom e cutsde. co nat iavelve punckinng, reocating of rmang Be rool, ceilings, flcors oo any exsing wals. wil nof affect the
electical, plumbing, HWAGC, andior (ifa safety sysiems, and ihe cumuialive cost ihereol curng this Lease a5 exlended doss nof excéed S2000.
Natasitnstanding the foreging, Lesaee shall not make or pernil any real penstralions and/ar install aryiking on ihe reol withoul the prise writien aporval of
Lemsor. Lessor may. as u precondaion b granbng sUch appravel, fequire Lesses 1o uliize @ cartracion thasen ardion spproved by Lessar Any Alerations ar
Uiy Installalinres that Lesses snad desire 1 make and which require the cansent af the Lessor shal be presentod 1o LoESCr in withen Sorm with detailed
plans  Consent shal ba deemed condilioned upon Lessee's: () acquirng &1 epplizabie goesmmental penmile. (il Tumishirg Lesser with copess of bath the
permits and ihe plans and specifications prioe i@ comimencemant af b waik, aad (i compliance wilh 2 condilions of sai permsts and oihar Apphcabie
Requirements in a prompt and expeditious manner.  Any Alberations or Utiily Insialiations shall ne porfarrad in @ workmaniike manner with good and
sudficient malen s Lossee shall promply upar completion lumesh Lessor mith asbult plans and spacificalions For werk which cosis 6 amourt n excess of
oNe aIen's Bage Renl, Lessor may condbon its consent upon Lesses provading & Ben and complelion bond in en smounl equesl o 150% of the eslimaled
ot of such Allalion ar Ublity iestallatian antior spon Lessas’s posting &n eddiions! Secunity Depasit with Lessar

1<) Ligns; Bonds. Leszes shall pay. when due. 23 clams for labor or maledats lureshed of allagad 1o neve been fumished o for
Lessge 8l or for use on the Prermeses, which clasms ane or may be secured by ary mechanics o materislmen's len against he Premises ar any intemest
Ihan=il. Lessee shal give Lessor not less than 10 days notice priar ta the cammencerment of any wark n, onoor about e Prameses, 6nd Lessar shall nave
he rignt 1o past notices of norerespansbilly. IF Lesses shal contest ne waddty of any such ben, claim or demand, then Lassee shall, al ks sole expense
ddofend & protect tsell. Lessor and the Premises agairst the same and shall pay and salisly any such sdversé judgment thal may be rendesed therean
before Me erforcement thereo! 1t Lessor shall require, Lessee ahall lumish B surely bond in ar: amoun! equa to 150% of the amount of such contestan ken,
caim or demand, ndeTailying Lessor aganat liabiity for the sama. | Lessor eleis 1o participale in any such aelion, Lesses shal pay Lesscr's altomeys’
fegs and cosls

T4 Orwnership; Remeval, Surrender, and Restoratian

iny Owmership.  Subject to Lassor's nght o raguis removed o élect awnenhip as harsinalter provided, all Alleratians and Laiieg
Installasons made by Lessar shall be the property of Lessee, bul considensd @ part of the Premises, Lessor may, at any bma, glect in wrling 10 be ha owner
cf all or any specified pat of he Lesses Dwned Allerations and Ublity Instalations.  Unitess olfiensess netructed par paragraph 7400) heeol, all Lesses
Cwnied Adlerations and Utlily lsstakations shall, at lha axpiraion o termnston ef this Lease beeame (he preperty of Lessor and be surenderss by Lessee
wath ke Premises.

Ibf Remmowal By defwery ta Lessee of weiltan natice fram Lassor nod sarier s 90 and nod laler than 30 days pnor b ihe end of fie
1erm of thig Ledse, Lessor may requine that amy o all Lessee Dwned ARaralions of Utilily Insiakalions be remaved by the sxpisation ar lerminatian af shis
Ledse  Lessar may require tha remaval ot any line af all or eny parl of any Lessse Owned Alteratians or Uity Installations made withoul the. mouired
cansent

ic) Surrender; Rostoration  Lesses shal surender the Premises by the Expiration Date or any eatier mamiration date, wen all of ihe
Improvernenis. pans ang sutaces hereal cléan and fres of dabns, and in good apenting erder, conditon and siete of rapar, ondnary wear end tear
encepiod. “Ordingry wesr &g lear’ shisl not ncluoe any damsge Or O8LETIDAENION 1M1 wWould NEve Desn prevemed by gocd maitenance pracicu,
Metwiltssarding the fersgaing, if this Lease o 1or 12 moriha or dona, than Leaoso ahal aurrender he Premizes in the same condtan a3 delvered 1o Lesses
o the Start Cale with MO allawance far ordlingry wear and 1ear, Lessse shall repair any damage occasiered by tha instalalion, melimerance or remeval af
Trade Fodures, Lessee ownend Alteratians andéee Ublity (nslabations, lumisnings, ang equipment &5 well as the remmovel of any siorage fans instabed by ar far
Lessar Lezsan shall also complelely remave from the Premises amy ant o Hazardous Subelances Drought onts e Premises by or S Lessée —arary

ik " i

HiiFa- Pty =1 P arsss-pulsibeailba-Rraach- euen § such remayal weadd

e
rEduINg Lessee o parfonn ar pay for work that exceads stalulony requirembents, Trade Fixures shall remain the propery of Lesses and shall be removed by
Lesses The failure by Lessee to timaly vacate he Premises pursisant 1o this Paragrapn 7 .4{c) withaut the axpress wiben consam of Lassar shal conatilue
a hakdover under the provisicns of Paregrapn 28 befte
B Insurance; indomnity
a1 insurance Premiuma. The cost of the premiumes far me insurancs policles mainisEned by Lessee purgasat 1o parsgraph 8 ae induded
@ Dpevaling Eepenses (ses porngraph 42 (G)iv). Said cosis shall ncleds increases in ibe premiums resuling from additional coverage realed o
reguiements of the haidar of @ morfgage or desd of tnust covering the Premises, Buidng andior Project. incroased waluatian of te Premises, Buldng and/or
Fregest, andior a ganeral premium raie increase  Saig costs shall not, nowever, INCINds &Ny Qramium Ncreases resuming from 1he aaturs of the cccapancy af
ity ogher 1enard of the Buiking, © iba Project was not insured for the enlirely of the Base Yenr, then the base premaum =nal be the lowest snnual pramem
feasmahly oblansble for the requinnd inswance as of the Stan Dals, astuming the mest neminal use possitle of the Bailding ardior Prog@cl |n Ao event,
fAewevar. shall Lassea be respeasibie o any partion af fhs premam cast afirbiuiabes 10 Batilty |nsurgnce cowerage in excess of 52,000,000 procured under
Paragraph 8.2ib}
na Liability Insurance

i) Carried by Lessoe. Lassen 5nald obtain and keep o force & Cammercial Geners? Liability policy of irsurance protacling Less=a and
Lesdie a2 w snahonad insurad againss claims far badly iy, persena njury and propery d@mage Desed LD o 8NsAg Ul of He oweershig, uss,
coodpancy of mantenance of me Premizes and oll areas appurenant thergto.  Such insurance skall be an an bocurrence basis providing single Ame
COVEFAJE In &N Bimeunt not iess than $1,000000 per cocumance with an anual aggregale of not less than §2.000,000, an “Additionsl Insured-Managess o
Lessors of Fremaes Endarsement” ang contai the "Amendrment of the Poilution Exclusion Endorsemand” (o1 camage csused by neal, Smake of fumes fram
a bastile fire. Tha pokey shall nol conter 8y inimensured exclusions @s betwean INsured persans of orgamzalions, but shall incude caversge for lisbifly
assumed uwnder (NS Lease a5 a1 “insured contract for Ine perfermance of Lesses's indémnty abigators under Biis Leasa. Tha imits of sald insurence
shall o, bawaver, it fha babiity ef Lesges morrefievs Lessee of any ooligation nereunser. Al insulance camied by Lessse shal be pramasy o énd nol
conmituinoy With any Bmiler msurdnce tiemed by Lessor, whase insurance shal be consdered exceds naumanoe anly

(b} Carnod by Lessor Lesstr shad maintain labdity itsurance g5 descrised @ Faragraph B.2ia), In addrion 1o, and net i liau ol e
msLranca ragured 7 De rmamtained by Lessee. Lessoe shal net be named a8 an edifiticad reured Bedein

Property Insuranca - Bullding, Imamvemenis-and Rental Yaiue

(8} Building and Improvements. Lessor shal obdain erd keep in fares a palicy or policsss af nsurdnce in the aeme of Lessor, with less
feyatie (o Lessar, sty ground-lessar, ard K any Lender 1w ked of Barkage 5 the Buwiding andior Project. Tha amount of sich insurance shll be. aqual
i the ful repiacement cost ol e Bulting andio Prajeet, a8 1be seme snal Qs rom 1me to1ima. of the amount f=ouifed by any Lender, But in no event
mare than Ihe commarciaily regsonablé and avoilabie nourable volug thareel.  Lessee Dened Allerabors and Uity insiallstons, Trade Fidires, ard
Lussed's persandl property shal be insured oy Lessed wnder Paramrepn B4, I the coverage is awadable and commaercially appmoprale, such poboy or
paiicies shal nsine againat all nsks of direcl phymeal loas ov damage iexcent e peres of fload andior aanfuake unieas required by B Lendar;, ncluding
coverage for deans ramoval and 1he enforcement of any Apalcable Requrements requinng The upgrading, demalilicn, reconsinictica or renlacsmant of ary
partian af the Premices o6 the rasull of @ coversd loss Sad policy or poicies shall alao Softain an agresd valustian provsion m e of any, comsurance

Clause, waiver ol subeogatian, and inflatian guard protachion Causiag Br nereass in the annual property iNsuEnce covampa Bmount by @ (6 | leaa
thar the adusted U 5 Dopartmant of Labor Consumer Pree indes 3o Al Uraan Gonsumers far he aby naaresl 1o shere the Premises i such
\ Intials
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msLrance COWETANE has a mductibie clauss, Me deguzlible armount shall not exceed $1.000 par scourance

ib] Rental Malue. Lessor shal aiso obiain and keep in force & poicy or policies in the nasme of Lessar wilh [oes payadle lo Lossor and
ary Landar, meuring ihe soss of e full Rend for ane year with =0 axended parod of cdemnaity ke an addilicnal 180 daya [“Rendal Value insurance™). Said
MswEce shal conlan an agreed valualion prowsion in lieu af any coinsurance clause, and (e amouit of coverage shal be sdusted asnually f reflact the
prajectec Rent cthanwisa payable by Lessss, for he e 12 mané period.

ich Adjacent Promises  Losser shall pay [or any nciease ) e premiums far the property insucance of the Building and for the
Common Areas ar cther owddings n the Prgect o sed increase 15 caused oy Lasses's acts, ormissions, U0 of ooougancy of the Premises,

) Lesses’s Imprevements. Since Lessar is the insunng Farty. Lessor shall mot be requred (o inswe Lesser Owied Altemtions and
Unility Insleatiors unless ihe ilgm m quaston Nas becoma e Jrpeny of Lessor under the 18nns ol Bis Leasa.

B4 Lospa's F‘mp!rtj; Business Inl:nupllun Insurance

|y Propary Damage. Lessas $Nal chlen and mairisi iteurance coverage on al of Lessar's parsonal proporly, Trade Fadures. and
wesses Ouned Aleratans amt Uillily Instaliaions Such mswance skal oe full replacemens cost coverage wih 8 daductitds o nal ko exceed §1,000 P
oonumencE. The proceeds fram ary Such insusance shall be used by Lesses lor the replacamant of persanal progenty, Trade Fidures and Lesses Owneg
Alteralions and Utlity inssallatians, Lessee shall proyde Lessor willi wilten evicence Ihal $uch msurance (5 n force,

|} Buasiness Ivberruption. L Fai-iatits 8 fise i el ek i i - @E il PR
LaeEae-ROrdilact C indyact i ol i S el iy GRinsL Y- prudonl-ie s s - tha. o ia
2 b R i Legtas dues rat camy

ol
el Mo Represantation of Adeguate Coverage. Lsssor makea no representaton hat tha Amils o forms of cousrags of Insurance
EROCEED RETEN @08 dequale 10 Coven Lesses's property, business aperations or obdgations under this Leass.

a5 Insurance Policies  insurancs requied herein shall be by companies duly licansed or admited 1o tansast Buesinass in iha stabe whare
Ihe Frenuises ane cated, and mainsalning ouring the palcy term a “Genoral Polisvholoers Rasng” of al least B, '\, B3 881 farth in the most curenl iSsue of
“Gadts Inpurdace Guds”, of such ciher raling. as may be required by a Lender. Lessas shall nol de ar permif io be done anything which invesicaies the
required insumance policies Lessea shad, prior io ha Stan Date, gakeer b Lesaor certified copies of policies of such mswance or carlficstes evidancing i
exstencd and amouwls of b redquired Insurance.  Na such policy shell be cancelabie or submcl 1o MO@Bcaton axcept alter 30 Oays prion wrillén pance 1o
Lessor Lessas Ghal. ab least 30 cays prof io he expiration of such policies, fumish Lessor vl evidence of rengwsls or nsurance brdes” evidencing
rangwal nereol, of Lessar miy arder such nsumnce ano charge e cost thereol wr Lesses, which smounl shal be payable by Lesses {0 Lessar wpon
demand. Such poioes shall ke for a tarm of al leas? onie year, of e length al the remeinng term of this Lease, whichever 5 less. | sither Party shad tail 1o
procure and maintain 1he INEJrance fequined 18 be carmed by it he ather Party may. bal shall nat be raguined In, procura and maintain the asma.

B.& Waiver of Subrogation. VWishoul affecting any stner fghts of namedes, Lesses and Lessor each hereby release and rehave Ihe othar,
and wative their argine nght b ecover damages aganst the ol for loss of or damage 1o its propenty arlsing oul of o inclgant 1o Bo perls requirad b be
Insured aQanisl NEren. The #ffect of quch reledses and wasvers is nat imiled by 1ha amaunt of Insurance carmed oo equeed. ar by ary deduslibles applicable
fesele. The Parties agree ta have ther fespacts’ pORGMy 0aTEps NSUraNce carmens warve any fighl lo subrogation Bal such companies may have againsi
Lessar or Lessen. as 1ha case may D, 80 iong 8s the nsurancs is Aot invaddated therehy

87 indemnity. Suxcepl far Lessor's gross nagipenca o wilful misconmuct, Lessse shal indenwify, protect. dedend ond hold harmiess the
Premises, Lessor and its agents, Lessor's masle of ground Mescr, gartners and Lenders; fram and against any and ab cleims, loss of renis and/or damages;
fpns,; judgments. penalies, altomeys’ and consulams’ {ees, expenses andior [soiles ansing out of. involving, or in carectian with, ihe use sndiar
occupary of ihe Premises by Lessee, |f any aclion or procesding |8 broughl gainal Lessor by reason of any of tie faregoing matbers, Lesses shall upon
nouce defend the same al Lessen's sepanse by coonesl reasonatly salisfachory 10 Lessor and Lecsor shall cooperain with Lessen in such defensa. Lessar
need nat iave first pad any such claim in ceder o be deferded or indemnified

B8 Exemption of Lossor from Liablity. Unless caused by Lessor gross negllaerce or willful misconduct, Lessar shall nol be labie
far injury of damage 1o (ha person or qoacs, wares, merchandise or cther propeny of Lessed, Le3ses’s & mMpayeas. caiiaclons, iness, cuslamers, o any
CENAT PAIGON ¥ 0 800Ut Ihe Preémisas, wiether such samage of ingury 56 caused Dy or resulls from fire, sleam, sleciicly, gas, water ar rain, ar from tha
breshage, waksge, obstniction ar alber defects of pipas. fre sprmklers, wires, appliences, plumbmg, HYAG or lighting fadures. or from any. other cawse,
whisther the said mjury ar damage resulls Trom condilions arising ispon the Pramises ar upen oihar panions of ha BAlding, o rom alhar sources of glaces.
Liessgr shak nol De Hable for any demagss ansing fam any acl or neglec of any olhar lenan of Leasar nar froen e fallure of Lessor o enforce te provsions
of any other leass in te Project. Notwinstanding Lesoor's nagligence of breach of this Lease, Lessor shall urder no cicumsionces be liable far infury %
Ledsae's busingss or lor any fss af Acomse ar pofl nefelram
] Daméage or Destruction

LAl Definitions.

{a] “Premises Partal Damage” shall mean démage or destruction 1o the improwements on the Premises, oiher fhan Lesses Owneg
Aissrations and Lilily Insl@lations, which can ressarably be repaired in 3 manths or less from the date ol the damage o destructian, ard the cos| theregf
daes nol gecoid & sum edual 106 menlls Base Renl. Lessar shall nedify Lessea inwiing wenin 30 days fom the date of Bie damage or destrsction as 1o
winpinee of nol e damegs is Partisl or Total

{b} "Premises Tetal Destruction® snad mean camage or desiructan 10 1he Mprovemants on ihe Prermiges, other than Losses Quned
Allerations and Utilily instslations ard Trade Foduros, which canngt reasonebly ba repared in 3 manth= ar less from e date of the maAmapa or desnicticn
arwier the cost thereof ewceeds a sum squal 10 6 month's Bags Rerd. Lessor shall nabfy Lessee i wising within 30 days from the dale of :ie damsge or
dEstclicn &5 1o whelher ar nal tha damages is Padis ar Takal

() "Inaured Lass” el mean damags of desinicion io mproieiments on the Premises, other than Lessee Cwned Alleratons 8 Uiy
Instabations and Trace Fisturas, which was.caused by an event requined to be covened By tha neurance descibed m Panagraph B 3ia), imespestive of any
doguclible amourts or coveragsa lines imvolved

() "Roplacemant Cost” shall maan the cost o repair or rebuild 0o improvaments owned by Lessoe @l the lime of the scourence (o heir
condhon eRshng Immedialely gror Neret, moleng demeliicn. debas remoal and upgrading required by the pperation af Applicablas Reguirements, aad
wathcul deducton liv depreciatan

9} "Hazardous Substance Condition' shall mean the occurmence or discowery of @ condilioe ivohing the presence of, or g
coniaminalian by, & Hazardows Subsiance s cefined o Faragraph §.20a), 0, on, of undes e Premises which requres repair. remadialion, of reslorstian

4.2 Partial Damage - nsured Loss. 1T & Premises Partiel Damage that 5 an Insured Loss oocurs, shen Lesser shed, sf Lessar's expense
TepaT such demage (ow net Lesses's Trade Fidures or Lessea Owned Altarations and LRilty instalalions) as soon as reasanably possila and tis Lease
shaii conliram n full force and effect. movided, howewr, thal Lesses hal, B Lessors slectian, make the repair of any damage of desnucion the lotel casl
repal of which is 85 000 ar lese, and, &1 such evenl, Lessor shall make any applicabio insurance procests Gvailable 1o Lesses an i renserahie bass for that
purpess.  Nafwithsianding me foregaing, I the requred insurance was nol in force of e rsurence proceeds are ned sufficient to effact sich rapar the
Ingring Fany shal premnplly cordrsiute the shedage in procesds 8= end when required 1o complete said repairs, In the avanl, however, such hotaps was
Gue o the facl sl By reasan of $he unigua nabr of e imercasnents, ful replacement cost iNBUMBNCE covarage was net commersially reasonabis ang
avatanie. Lassor shall have no obligalien lo pay for the shorsge in insurances proceeds ar 1 Tully restore lhe uigue pzpecls of the Pramises uriess Lesses
proies LEssar wiil (he Tunds 1o caver sama. or acaguats assurance thereol, wathin 10 doys following recaipd af witten ratice of such ahanage oid request
Iharefor. If Lesso receives sad funds or adeduals assirence Whereal wiihin said 10 day period, the party responsibie ioc making Me repairs shall campjess
Ih&m a4 soon os reasonsbly possible ard this Lease sholl remain in full force and afecl 1 sueh Tunds o assirance are nol recowed. Lossor may
neverheess aiect Uy wiltan notos 1o Lesses wehin 10 days thareafler to: (i) make swen restoralion and mpair a5 (5 commencialy reasarabie wilh Lesaar
paying any shariege in proceads., in which casg this Lesse alwll reman o full force anc effect, or (i) hews Ihis Leage terminate 10 days thersafler Lessee
anall nok be entled to resmburseman! of eny unds conbdboled by Lessee to repar any sUch demage o destiicton Premases Parlial Camage due o fcad
orearthquade shall D subjest 1o Passgrepb 8.3, nolihstanding that ther may b some insuiance coversge, bul ine net proceans of By SUCH MSWence
shall be mate availabls far Ihe sepairs it made by eiher Pamy.

83 Pariial Damage - Uninsured Loss. If a Fremises Pana DEMEgE (N81 (s net sn Inswred Lass ocours, unless causod by 8 negligent ot
wiltfid act of Lesgee (in which vent Lessea shall maka the repars ol Legsss's expense;, Lessor may sithor (i} repair such dariage 22 soon as reascrnby
nosslile 8f Lessor's eupense, i which event tis Laasa shal continue in hdl force and effact, or (i} terminale this Lease by giving writien noeice 1o Lossen
il 20 days after receipt by Lessser of knowdedge of the posurnence of such demage  Such termination snal be elieclive 80 days fatwng the cate of soh
nchog (nihe event Lessor élecis W ferminaete his Leasa, Lessee shal hawe the fight withinn 10 days after recaipt of Se GMnEEan rHotde 10 five written
agtics 16 Lesser of Lagses's-commilment ta pay for the regair of such damage wihoul reinbursement from Lessor, Lesses ahall prowde Lessar with sad
Lirds . saltaciony sssurmnce haroof within 30 days aer makng suck cormitment m swcn gvant this Lease shail conlinue in full farce and effect. and
Lesser shall procesd 0 maad SUCh fEpaits. 62 8000 as reesorabiy possicie Gfer the required Tunds are awvaiable.  Lossao doas nat make (ha resured
commiimant, this Lease srall leeminste os of e dale speciiod in te eminalion molice

Tafal Destruction  Notathsterding any ofer provision hergof, f & Premises Total Déstruciion acours, this Lease skal forminasa &0
days foilowing such Dastucton I e caimege ar desinection was causen Oy the Jross neglipence o wilful misconduct of Lasses, Lassar shal heve Me nghit
I mecover Logsars demages frivn Lesses, axcant as prowead in Paragragh 5.6,

HE Damiage Near End of Term, I at any tme during t1e (561 6 Months of 11 LeEse therd 18 datage o which tha cost o repair asceeds
one monlh's Base Renl. whelher of not an Insuwed Loss, Lessar may lerminase (s Lease sfective B days fallawing the cale of 00cumence. of sech damage
By gmreg 8 writen sermakben malice 1o Lesses wathin 30 days atar the dale of occurience of such damage  Moiwdhstanding the feeager g ot Bt

~Hilini:
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lirme T & esercssable oplion 1o exdend ihee Lease or o parchase he Framses, e Lesses mey preserve his Laase by, (8] exsrcising such oplion 8nd (b
prading Lessar yath any shorage in insurance proceeds {or adequate B4surance Memsal) naeded Lo make e repairs an e before S earier of i) the date
which is 10 days atier Lessme's necelpl 0f LESsars willen notice purponing bo tenrinets lhes Lease, or (4) ihe day pior i 1 gahe upon which such opton
auperaE I LeBsa duly weeruses such oplion during such penod and powdes Lessor wih [unds (or adequale assurance theraol] 1o cavar any shonage o
inaurance procéeds. Lessar shal, ol Lessars commarcially reasanatle exDense, repair such darage 88 00n 83 reasonably possible and this Leass ghall
continee i M lorce and offect. 0 Lessee fais o exercise soch aption and pravide such funds ar assurance during such parad, Ben nis Lease shail
teminate an the dale speciied in e Lermaaton nolice ard Lessee's optcn shall ba exinguished,
El Anategment o1 Rent; Lesses's Remedies.

(&) Abatement. in ihe event of Sremises Parial Damage of Premisss Tolal Destructon of & Hazardous Subsiaace Condition for which
Lessee s nol respansble under ihis Lease, the Rand paysble hy Lessee for the perod required for the rapair, remedation or restaration of such damage shail
be abaled in propartion o the degree 1o which Lessea's use af 918 Promises 5 MOS0 ~l-fl-0-nCasd-s-proceadi-recemed -ro-he-Remal Wi
neudnce All cther obligations of Lesses nereunder shal be pefamed Dy Lasses, ard Lesser shall tawe o liabiity Tor ary such damags, destuclion
remeadiadon, repar ar resloratisn excepi as provided harein

[t} Remedies |7 Lessor shall be cbligated 1o repair or restare e Fremises and does not commanca, in 8 subsiglisl and mesningil
iy, Suich repair os sestorasan within S0 days afer such cbkgation shal accrue, Ledses miay, & @y e grar lo fhe commencemenl of such repar of
restorabion, give wiillan natice o Lessar and 10 aimy Lenders of wiich Lasses has aciusl rotice, of Lesses's electon (o lemiinais this Lease on a dale nof less
Man G0 days Tolowang INe g oF such nolice. IF Leddee gives such notice and such repair or restoradian is nol cor e within 30 days fiar, this
Lezsa shall ferminale as of (he date specfien in said onotice.  the repasr or rerloraian 15 cammancad wilhan suwch 30 deve, Iha Lease ahall conlinde i (Wl
faree and effect. “Commence” shal mean either ive uncendllional aulhbonzation of he preperatian of the requred plans, o te begirning of e aciual work
on tne Pramicas, whichevar {ire ocours.

87 Termination; Advance Paymenss Lpon férminglion of Wig Leass pweuend f0 Paragraph .209) of Paragreah 5 an eduiable

adjusimenl shakl be made seaceming advance Baae Rent and any alber adwance papments mace by Lessee o Lessor Lessar shall, in addition, reium i
Legsee 50 mwch Of Lessee’s Secunly Depost a5 hag net been, ors not fen mequired 6 08, 5ed by Lassor

a8 Walve Statutes  Lesscr and Lesses egree Mal Ihe bema of e Lease shal govern the effect of any damage o or destrucion of the
Pramises wills rmapect 1o 1he terranatan of s Leass st hereby waee the provisians of ary present ar Aiure $1a5uba 1o the exianl inconssion harawim,
10, Real Propenty Tases

161 Definitioms. As wisd herein, the term “Real Propery Taxes” shall include acy foom of assessment real eslale, gendral, specal,
iy or estranrdnary, ar rental levy or e [oihar than ahentancs, personal iNCome of estals taxed). imgrovemen bond; ardior lkense fes imposed wpon
or lewied agansi any kngal or equisbia nlerés! of Lessor in ihe Praject, Ledsars nighl Io other ncome therefram, anm/or L essor's business of easng, by any
AuEnedly faving the dirscl ar indirdcl power |o lax ene where the funds are generated with relerence to the Frogct address ang whar the procesds sc
generated are 3 0o spplied by I0e city, county or athar local teang sulhondy of & jurisdiclion vithin which he Project is jocaled "Real Property Taxes” shall
alsnindude any tas, Jaa, levy, assessmen| or chame, or amy increase thersin, imposen by reason of vinls GCouming duning e e of (ks Lease, inculing
Bl N livated 6. 8 change in the cwaenshia of the Propect ar any parfian theros! o a change in (he impeoveiments thefean

102 Payment of Taxes. ExCept &5 oiehsige proviced in Paragragh 10.1, Lesscr shall pay the Real Propary Taxes applcabie 1o the Proges].
B said payments shall e noluded in the calcuation of Goeratng Expenses in accordands wih the provaions of Paragrapn 4.2

13 Additional Improvements. Operatng Experses shal nol indude Real Propery Taxes specified in the tox assessor's recards and work
FNaets &8 e caused by addilivnal improvements placed upan the Project by olner lessees or by Lassor Tor (he exclusive enjoyment of such cifier lessees.
Notwillstanding Paragraph 102 hemeof, Lesseg shall, nowsvar, pay to Lessar al the ame Oparsting Expendses are payable uncer Poragraph 4.2, the entresy
of @y Increase in Heal Frapeny Taxds f assessed sakly by reeson of Ateralions Trade Fhaures or Ublity Instaliatioss placed upan the Pramises by Lesses
oF @ LASSEEE rBaues.

e Joint Assessmant Il iha Huldng 5 not sepersiely ssseseed, Real Progecly Tames alocaled o the Buidng shall be an equilable
propariien of the Feal Frepery Taxes lor all of (he lang ard inprevements induded within the [ax pancel assessed, such proporiion (9 bo cetarmined by
Lezgor [rom the respeciive sduabons assgned n the assesser's work aheals of such oihar nfoanakion 98 may ke raesonabiy Gvafable. Lessors ressonabie
detennination thereof, in good faem, shal be conclsive

105 Persanal Property Tazes, Lesses shal pay prior to dednquancy all txes assessed aganst ang lovied upon Lesses Ownad Alteralions
and Ublity tnsiallations, Trage Fistures: furnishngs, aguipment and all persensl propery of Lessee contained in ihe Prenises When possible, Legses shall
cause its Lessoe Cwnad Aarallons and LY Instakations, Tiace Fiunes, enshings, equpment and a¥ other parsanal nrdpery 1o be assesses and biled
saparaledy fom he eal propery of Lessoe. M any of Lessen’s said propaity shall o assesaed wilh Lessar's real prapany. Lesses shal pay Lessor the axes
allributalis 0 Lasses's property wahin 10 gays after receipl of @ wilten statemant setting lorh the taxes spplicable (o Lesses's progerty
n Mtilities and Services

1 Sarvicas Provided by Lesser. Lessor snall previde hesting. ventlation. air corddioning, reasanable amaunts of efecirdiy for nommal
lightng and office machines, water for reasanabie and rormal orinking and lnvasory use in cornection with an offfica, and reglacemant light bults andior
Mugraseen) ubes and balests for stardasd overbead fures. Lessar shall alse prowda jandonal services o (he Precisss and Commen Aress 5 Bmes per
weeeh ewcluding Bailding Hoiidays, or pursuant 1o |ha attachad janfoial schedule, if any. Legsor shall nat, howseer, be required fo provide anilonal sorces
I kilchens or slorage areas inckided within 1he Pramisas

17.2 Bervices Exclusive to Lessee, Lesses shad pay for 6ll water, gas, haeal, Aghl. povsr, telephare and ather uliliies and servises specialy ar
exclusively suppled andiar meterad axciusivedy 10 NE Premises of 10 Lesses, Yogether wilkh any taxes bereon. I a service is deleied Sy Paragraph 1.13 arel
Ganh Gerdod (& ol sopondloly molened ke M'romises, Lazass ahal pry af Lemsars opticn, sither Lesses's Shace Of 8 reasonabie groportion 5 Le
determingd by Lessor of all charges foe such jarnlly metered service. Lessor shall not charge for sfeer-hour HYAD during the fcase wem o aay
mabensian theresd

11.3 Hours of Servico.  Bad services aad ulilties shall be prowded during limas sed fordh n Pamgraph 112 Usiities and senices required 2
other times shall bo sunject o dvance request and reimburgament by Lessee 1o Lagsor of the cost Hharnal

114 Excess Usage by Lossee. Lesses shall nol make conneslion 1o sne ulities eacapl by or thiough exisling oullets snd shall val nslal or use
miactunery o gguipment inoar abad the Fremises that uses exceds water, lighting ar pover, or suffer or pernil any act thal causaes extra burdan upen tha
utdiles of SErVICES PCAIBng Dul mol limited o secuiily snd |rash serwces. ower standard office usage for the Progect  Lessor shall fequire Lessee i
reimbursg Lesser for ary excess expenses or coste matmay ang out of A 0reech of Ihs subladagiaph by Legsed. Lessor may, in itz soe discrélion, install
AL Lessed's siense supplemental egummen) andior separale mederiog apploabe (o Lessed’s eneess ssape of lnading.

115 Interrupbons. Thers shall be no sbatement of renl and Lessor shall not e laiie in any raspect whaisosver for the inadeguacy, stoppags,
iremmuption or deecorinuance af any ufilty oe serwce due 12 rigt, $ike. lBDor HEpUE, Lredkdown, accidenl, rep@r of other cause beyond Lessor's reasonable
aningd ar in soogeratan Wil govemmeniaf request o dieciiens
it Assignment and Subletling

2 Lessors Consoent Reduired,

{a) Lesaee shall not valumarily or by operalion of law aasign, ensler, morgags or spcumber (cofectivety, “assign or assignmant’) or
sutilel all or any par of Lessaa's mterast in file Laaee or o the Premises withool Leszars phar writlen cansart

by Liniess Lessae is 8 corparalion and its stack i5 pubicly taded on a nalicnal stook axchamnge, 8 cange in ke comnal ol Lessee sial
censhiule an assgnment rmguring Sonsent, Tha anslal -oa-a-Gawlebve-badie, &5 & singular svent, of 8% S0% or mora of the voling conirol of Lesses
Bhak Constilule & change i consml o ths purpase

(e} The invatvamant of Lassés or 18 @asels I sy rangaction, of senes of mnsackans (by wey of merger, sai, acquisibon. finanding
transfer, leueraged ouyout ar oiharsse), whether of net 4 lonmal assgmment or hypathecaton of this Lease or LessEa’s BEEE1E 0CCUrs, whilch reaults af vl
resll N & reductan of e Met Worlh of Lessae by an amount groatar than 25% af guch Mel Wanth a2 il was sepresented al the' lime of the execution af ks
Lease ar & e time of the most recent assgnment ic which Lessor nas conseiled, af as i exsts mmediataly proc fo-sakl ransackon or (rensachcns
censlibaling sueh reduction. whichever was o is prealer. shol be coasidersd an assagnment of e Ledss 16 which Lessor may withhald its conseal. "Net
Worth of Lessoc” shal mean tha met woth of Lesses |eicsadirgy any quarantars) astabished under gane milly GoCaPied SSC0UMING DANCIDEE,

(4} Ar @BsHrImENT o subleting wilfiow consent shall, at Lessars oglion, be & Defaus curedle fler notice per Padagragh 13 1), ara
noncuiatie Hreach wihoul lhve necessity of any notice and graca penod, i LeEkor secls 10 redl such undpproved assgrment or subieRing @5 @ noncurablo
Breach, Leszar thay siber (i wrmnae this Leasa, or (i} upon 30 days willen habee, ncrease the mantaly Base Rent s 110% of tha Base Renl then o
effect Furlhar, @ ine ovor of sugn Breach and renlst adjusbment, i) the purchase prce of any opilen fe purchase 1he Fremises heic oy Lessae shed ba
subect to samilar adiusbTe 16 110% of he price preveusly in offecs, and 04 &8 fed and nor-feed revla adjustiments scheduled duriig the remainder of the
@bl e aiall be ncreased ba 110% of the scheduled adjusted rent.

i) Lessee's romady for any Gragsch of Paragiaph 12,1 by Léssor shak be imiled 3 compensalony demagas andior inpanalive. ralis!

122 Temms and Conditions Applicable to Assignment and Suberling

ia) Regamiess of Lessars consent. ne assignment or subdslling shal) (i) be efectve witheu! the express wollan aEsUMpTIon Dy such
asugnes ar siessae of ihe opligations of Lessee undel s Lease, () refease Lessee of any obligatians hereunder. or (k] alier the primany labilily of
Lessee far ha payment of Rent ar far the pedarmanc of any olber cobgatens (o e perfonmed by Lesses

ibh Lesses may nccepl Rent or perormancs of Lessae’s oblgaboans ram any persan olher han Lesses pending approval
af mn gEsignment. Neittier a dolay in the sppooval o @eaperoval of such assgrment na Ihe acceptance of Rent or paromance shal o

|H.'
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E30ppal of Lessors nght |0 exercize i3 remadies for Lessee's Defauk or Breach.

[z} Lessar's consent to any assignment or sublétting shall nol canglinile § carsent be any subsequent assignmen or subiotling

Id} Iry b @venl of any Defaud or Breach by Lessee, Lesss may poceed direcly aganst Lesses, any GuUaraniors of amone sss
responsile for the partarmance of Lesses's cblgetons under this Leass, incuding any assignee or subfesses, withoul frst exhaustiog Lessars remedies
againsl any iher pencn of enlity responaible therefore 1o Lessorn or any seculy Neld by Lessor

[2) Eacti requesl far consent to an -assipgnmenl o sabledling shall be in wnling, sccompanied by infarmation relevant to Lessoe's
deberrninalion as to the financiad and oparahonal responsgibdily and appropriatensds of the prapased assgnee or subksses, Neluding Dut Act imited 1o the
rierkled use andior requirad moshcation of ihe Premesas, § any. Lesses agrees 00 prowice Lessar wath such ather or asdilional silcomatean sndiar
decumentalan aa may be reasonaby reguested. (See also Paragraph 98]

(fy fery assignae of, or sublasses under, Mis Legse shal, Dy reasan af sccepling Such assigrment or entenng mio such sublease, be
deemed 1o kave assumed and aanedd 16 etnfarm and coriply with each and every ferm, savenant, condilion and obligafion hereln io be absarvad e
partonrad by Lesses duning e femm of ssd sssignment or subieasa, other Bhan sLch obbgakons 83 ans contvary 10 or incdnsislent with provissans of an
assgimenl of sablease 1o which Lessor has specifically cansanad (o in writing,

(g} Lessor's consent to any Assgnmant of sibletling shal not tanster ko the assignee or sublessae ary Opson granted bo 1he onginad
Lessoe by Mis Leass unless such transfer is speclically consentad 1o by Lessar in witng. {See Pgr.agmn 9.3

123 Additional Terms and Cenditions Applicable o Subletting. The following terms and condtons snad apply [0 any sabbling oy
Lessne.of all o any pant of e Fremiges ane shall be desmed included i all subleases under this Lease whethar of nol expressly ncorparated Mersn:

Iy A& further d=fined i Firet Asdendum, Artcie 5, Lesaes nessly sssigis and translers 81 Lessor all of Lessee's interest in all
Rent payatie ar any Fulease. and Lessor may codect such Renl and apply same fowand Lessan's obigations under ths Lesse; provided. however, thet mii
8 Bregen &nall poour in the peformance of Lesses's obligations, Losges may cellect d8id Renl 2ed obars Benl with Lesscr as gefiesd in Flrst
Addsndum. Lessor shal not, by reasen of the faragaing o any sssgnment of such sublease. nar by reasan of the cofeclion of Rem, b deemad liabis ta
ihe sublessee for any failre of Lesaes to perfarm @ comply wih any of Lesser’s 00lgaions 10 such sublssses. Lessed nensly (rrevocably sulharizes and
ditglls By Such sublestee, upon feceipt of o witten notice fom Lessor sisting that a Bregch ecsta in e perdormance of Lesses's chigations under this
Lease 10 pay fo Lessor all Real due and 10 becoms dus uncer e Sehlaese Sublases shall rely upan any such notice fram Lessar and shall pay ab Fents
%0 Lesser wihoat any ebkgation or ngit 1o inguire as 1o whather such Breach exists, nowmsianng any claim fom Lassss 10 the Conaran.

) Bn the gvent of & Breach by Lessee. Lesser may, &l iis apthan, requirs sublasses o abiorm 1o Lesser, in which ewent Lessar shad
wndedtake Hie obigations ol e subiessor under Such sublease Boem Ihe Bme of ihe exencide af said oplon lo (e exprion of such subloase. provided,
Fereever, Lessor shall net be Sabie for any prepaid rents or secority depasil pod by such sublessae 1o such subdesgar rxiwanr prie Deleula of Bresches of
SLEh SUBEEEF

|&} Ay matter requering the consen) of the sublpssor under @ sulllease shall iz reduire ihd conaai of Lessar
|d} Mo sublessae shall funihir assign or subled al or any pant af lhe Premises without Lessors prior written consent whics skall fot be

linreasonsoly witrneld.
|} Loz shal defver a capy of any nolos of Defaull or Breach by Lessee 1o the sublessee, who shall hawe the fight o cure the Defact

ol Lesses wilhin he grace pedod, £ any, specifiod inosuch notice The sublesses =hall have a righl of reimburserment and offsel from and agairst Lossea dor
any such Oefaults cured by Mg sublssen
13 Défault: Breach: Remedies

131 Default; Breach, # "Defsult’ (s defined as a failure by the Lesses o camply with or perlom any of ihe ferms, covenants, candbans ar
Rules and Regulatians under this Lease, A "Breach” 8 defined &s e oocurancs of ane ar more of te folowng Defauts, and 1ha failure of Lesses to cure
sush Dafaull wilhin &ny applicabis grace period:

18) The abandarment of ihe Premises: ar the vacabing of the Fremises withoul providing @ commercially reasonabie level of seeurity, or
wiharg Ihe coverage of the property insurance described | Paragraph 8.3 {8 jpopantized os e resull thereaf, or wiihoot providng reasonable asswances %
rumize petenha vandalsm

1} Tne failure of Lesses (o make any payment of Rant ar any Sacuily Deposil required 1o De made by Legsee hersmnder whether to
Lessarar o & inid pary, when dus, to provide reasanable evdenco of NEWace o BUnely bend, of 1o TUil army ciligetion under this Lease which srdangers
or ireatens life ar progety, whens such failue conlinues for a period of 3 busness days falowing witten nofice o Lessee

1c] Tha Tadure by Lessae 1o provde (i) reasonabls vwitten evdence of compliance wilh Spplicanle Recguiremenis, (@) e ssrwcs conlmcts,
(ln) the rescission of an unsuinoized assigament ar subletling, 1) an Estoppel Candicats, |v) 8 requested subordinalion, |w) ewidenca concemeng any
guaranly endéar Guaronior, (vi) any decument requested urdes Paregraph 41 (easements), or (vii) any olher decumentation or micemation walich Lessar may
reasanably requre of Lesses urdar the tems of M Leads, whvre any such ladure conlinues {or @ panod of 10 days follewing wizien raliee o Lessss.

(0] A Dafaul by Lessee ms o (he tarms, covenanls. condicns of provisions of 1hes Lease. of of the rules sdopled wnder Pamagragh 2.5
hargpt, gthar (han those descrived in subparagraphs 13 Val (b) er (o). above, where aush Defaud conbnues far o pencd aof 30 days after witian nolice;
provided, howeser. that if tha aabure of Lessea’s Default is dueh Ihar mars than 30 days are reasanably requred for its cura, hen A shall ral be desemed to e
a each # Lessen commances such cure wihin ssid 20 day period and (hersofter digently proseculas such cure 10 compledian,

l&h The eecurrance af amy af tha fokowsng wents: |]) tha making of any general amangement or assgnmant far e banall af cradtars,
{ll} becyming a “debtor” as defined in 11 ULS.C. § 101 of any successar statule tharelo {unkess. in the case of a pelilicn filed againgt Lessae, the samo is
dismissed wiihin B0 days); [iii the apooirmen of 2 tnistae or recaver 0 lake possession of subslantisdy all of Leszae’s asssis localed al B Promises of of
Lagsed miléresl in Bus Lease, whem possession i3 nal reglored o Lessee within 30 days; or (iv) the attacnman!, sxacotion o ather |udicial aeizune of
sunstanliolly a8 of Lessew's sselts Woaled 8l the Premies or of Lessee's nierest b ihis Lease, where such seizue @ nal tscharped wienin 0 cays:
proviied. however. i Ble evan| that amy provision af this subparagraph (0j s confrany to any apokicatle [aw, such provizion shall be of no farca or affect, and
el affect Ihe wakdity Of te remairing provsions

if} The discovary that any financisl slalement of Lessee orof-any Guasanlor given o Lassor was maianaly lalss
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132 Ramadies If Leszes Inils ta peronm ary of 05 @firmalive dutks o abligalions, withn 10 days afier wrillen notice (or in case of an
EMETGENCY. whhoul nolck), Lesstr may. al @5 oplion, perform such duly oo cbigation on Lessae's behadl, including bul nal Bited o 1he abtaining of
reasonably required bonids, inswance polleis, oF giweinmental licenses, pemils or approvals, The costs and expenses af sy such perdarmance by Lassor
shail ba due and payatio by Lesses upon recepl af invoee therefoe.  any check gheen o Lagsee by Lesses ahial nod be honared by the bank upon shizh |
S drave, Lessor, al as eolicn. may feguie al future gagmenss (0 be made by Lesses ta be oy cashier's ches, |1 e evans of a Breach, Lessar may, with or
wilel lurihiar nalice er demand, and wihout Smiting Legsor it the exesase of any right or remedy which Lessar may have by reasce of such Breact:

1a} Tenminate Lesses's fghl in possessan of the Promises oy ary lewil means, in which case this Leasa shal tarminata and Lesses
shall smmodiabety suTonger possEEERN [0 Lessor insuch evenl Lesaor shal be enlilied to recover fram Lessee () the unpai Bent which had Deen sarmed
i ine tme of tarmnation; (il e warth al the time of awerd of the emoun by wisch the unpoid rent which would have been eamed aler termicalion unlil B
iy f dwitrd eaceeds e amownt of such feniad lvss thet the Lesses praves coold have Desn reasanably gwiided, Gil) e worh at the lime of swad o e
arnount by whech the unpad rent for 1he Dalsnce of the term after the ime of awenl exceads (e Brnsurt of swch rental ioss that the Lessee proves cowid be
feasenakly Avidas, and () iy asher amount nacessary (0 CoMpengsle Lessor far al Ihe deinment proximately caused by {he Lessas's failure to perdonm it
sLiigalans under lvs Lease ar waich in the onfinary course ol thrga would ke Boely 1o rosull tharefram, inciuding Ll nel fmided ta the cost of receening
pessassan af the Pramises. EXpanses of faleiang, iduding necessary renpvalion a0 sileralion of the Premises, seasanable atormeys' 1985, and NSt parian
of any iwasing eemimiasion pad ty Lessar in connaclion will INis Lagss appicable 16 he unsxpined lerm of ihis Lesse. The worlh al @1 lime of awars of the
Bmourt refeTTed 1N powson (i} of fie immatiatedy precading sentence skall be computed by dssounting e amount Al e discount robe of the Federl
Feserve Bank of the District wagn which the Preimises aid boebed & e bime of avard plus cne percent. Effaris by Lesser 1o miligale damages causad by
Lessee's Breach of this Leass shall nol wane Lesses's nght 1o recover Qemages urided Paragrash 12 I temminatan of this Lease is abdsinad traugh the
prowsianal ramedy of uilisll detainer. Lessor shall have e nght t recower in such plocesding any unpaid Rant and dsmages a3 are recoveratie thermn
or Lessor may resenve (he nght toorecoves abl oF any pan ereal in 8 separate suil i a nolice and grace pedod required wder Poragraph 13,7 wag 6ol
AreSdLEly gven. a netice 1o pay rent or quil. or o perfeom ar quit given 1o Lessae unier the uilewlul delsier sialute shall siso constilule tha natice requirsd
oy Paragragh 131 In 8uch case, ihe applicabie groce penod requinsd by Paragraph 13 1 snd the unlasdul delaner statule shal rn CONEamanty, and the
failure of Lesses to ewe the Default withion the greater of the tvwa Swch grice perods shall cansiituta Bath &n unlawlul detainer and n Greach of this Lcase
enlilling Lessor 1o the remedwes pravided o in (hes Lesse andior by said staln

b} Contirde Ihe Leass and Lescoe's night ta possassion and recaver (ke Rent as + becomes gy, in whah avednl Lesses Fiidy Subiel or
assgn, sullject any io reasonsnie Wintabons . Acts of mainenancs, effins 1o relel. andor the appeintmant of & receiver to pratect the Lessar's intarasls
alak ol Corstieie a termingtion of Ihe Lesses’s figh fo possession

oh Pursue any oitbar feinedy v of herealtar avaiable under the v or |Udicinl decigions ol the state wharain fha P located.
The expirgtion-ar ieminaton of ke Lease sndiar the tormination of Lgssee's 1ght 1o possesdion shal nat rehevs Lessee from fakiin iz:s %mg'rnrr

Iy
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prayisians of this Lease as 1o matiers OCouring or SCCriing curn the 18m Faneal o by reasan of Lessee's pocupancy of the Premesas
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134 Late Charges Letses hersby acknoaiedges that labe paymenl by Lesses of Reat will cause Lessor b ineur saats ned contemgplaled by
Iz Lease, e exact arount of wiuch wil ke exremely difficull 1o ascedan. Such codls indude, but are nal mited 1, Fosessing and accounting charges,
rd (e charges which may be inposed upon Lessor by any Lender. Accondingly, @ any Renl shall not be received by Lessar within & days aler such
ampunt-shail be due, then, withaut any requiremeni far nalice 1 Lessee, Lesses shall pay ta Lessar a arg-lime kate charps agual 1o t0% of Bach such
DuErmE BMCunt of 3100, wischéar s grealer. The paries hersby agroe (hal such lefe charge rapresants a fair and reasenahie astmats of the cosss [ essor
il imeur by reaseer of such ime payment  Acceptance gf such 18le charge by Lesser shal in no event constitube o waiver af Lessee's Defaali ar Broagh wilk
eRgect [0 SLCn cweriie ampund, nor provent 1ha exercise af ary of the ather rghts and remedies grasted hereunder In ihe svant thal & ke chams s
payanla pargunded, wWhalkar ar mel colfecled, tor 3 consecutive instaliments of Base Rent then nolwihstacding any pravisian of this Lease 1o the cortrasy,
Ease Rart shat at Lessors oplion, became sue and payable guartady in agwence
33 Interesl Any monelery payman! due Lessor hereunder, ather than late charges, not recerved by Lesson when due 83 10 scnedulss
PAYMANE |Guoh a8 Base Ment| o willken 30 days followsg fie date on which it wes due for nonscheduled payment. shal bear intereat from the dole when
mue, 85 1o scheduled payments. ar ihie 3158 dGy aRer || Wes Bue 88 1o nonscheduled poyments. The inlerest (“intarest™) charged shall Be comguted & the
rale of 1% por @nnum bul shall mol excesd e maenum rte slioeed gy e, abarest 5 gayable 0 edoibon 1o 1he potenlial ee change prowided for in
Pasagraph 134
136 Breach by Lessor
(a] Motica of Breach  Lassor shall nal be gesmed o breach of this Lease uniess Lessor fails within & measooakia fme 1o parfzrm an
ukiigation required to be pertomned by Lessar. For purpases of this Paragraph, & naasonable $me shal in no event be less than 30 days afler receipt by
Lessgr, arad any Lender whose neme end adaress stall have been fumished Lesses in wilng for such purpese, of widlen nolice speciang whemin sich
abligatian of Lesser has not been pedormed, provided, However, thal @ the nature of Lessar's eblgaton i such that mers nen 30 Gays are raasonadly
required far its paricrmance, hen Lessor shail net be in breach if perammance (5 commenced within such 30 day panod and (hereaier dilpenty fursusd b
compieton, Nolwithstanding the foregoing, If there |3 imminers denger of injury 2 person or property, Lessor snal cure such default

irrmsdistely

(b Performance by Lessee on Behall of Lessar 10 the event that neithar Lessor nor Lender cures 2aid besach wihin 30 days afler
receipt af said notice, ar if hawing commenced saig cune iy 4o not diigantly puisws it lo comgletion, ten Lesses may elec! 10 cure said breach al Lesson's
expeise ard olfsel from Rent the aclual ard raasonabis cost (o perfarm such cure, proviced kawaver, that such offssl shall not sxcasd an smeunt equs o
the greater of ane monih's Bage Rard or he Secuy Depost, ressrang Lessee's righl 1o sedk reimbursament from Lessor. Lessee shal decumant the easl
of said cure and supply Saiid decumentalion b Lessor
té. Condemnation. |t the Fremisas or any porion hereof &e taken under the powes of emenenl domain ar sakd wndar ihe threat of he axercise of
BBI0 power (Collectvaly “Condemnation”|. this Lease shall terminate as 1o the pan 1aken ss of the dale the condemning authcority takes Hile or possession,
whicheyer first occirs. H more than 12% of the rentable %ecr siea of the Premises, or mara than 25% of Lesses's Resarved Farking Spaces, I any, are
taken by Condemnaton, Lessee may, al Lesses's aptan, 1o by sxercisyd o witing witha 10 deys 8fer Lessar sl heve given Lesses wiElen ralice of such
A8King e i e sbgence of such nofce, withen 10 days alter Ihe sendemping autherity shall have taken possession) terminate this Lease as of ha date (e
condemning authooty takes such possassion If Lessee does mal ieaminate this Lease in accardance with thi forepoing, Ihis Leace shal remain i ful foree
and affect 35 10 the portion of iha Premises resmaining, excepd that the Base Rent shall be reduced n propoicn & e feduclion i utiity of e Premises
caused Dy such Congemnation  Condemnation awards andior paymands shall be the property al Lesser whather such awerd shall be made &s
ceeipansation far diminuban 0 vabee of D Rasenod, he vaiie OF the pan 1sen, of o Seversncs demages: provided, howevor, that Lesses shall te entitied
1o afy compensation for Lesses’s mlacation expenses, was of business goodwall andior Trada Fisturas, withaut ragand 1o wivller of pol this Leass is
lermingied parseant to ihe prosisions of is Pesagraph Al Alleraliens and ARty Insisilasars made |o he Premises by Lessee, fof puposes of
Candarmnation eny, ahall be consicersn the property of the Lessan and Lesses shall be entilled ta any 8nd &) compensatan which is payable hereloe In ihe
el that lhis Lease is ol termmaind by mason of the Conoemmation, Lessar shall repar any damage ta the Pramises causad by Baich Congameaaton.

% Bromerage Fees.
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162 Assumplion ‘of Obligatians. Any buyer or ransleree of Lessor's interest in s Lease shall be desmed b0 have ssumed Lessor's
cbioation hesgurder - Srokess 2nall Ce hind pany beneficanes al e provsona of Paragrapha 140 18 232 Ban 31 W Lessie fails do pay o Brokes gy
amcunte due as and kr brokersge fees pertaining 10 mis Lease when due, then such ermoonis shall accrue |nberest. In addibon, i Lessor fals (o pay any
AMCUNES 10 Leskee's Broker when cue. Lossee's Bioker may send wrillén notios in Lessar and Lessee of such failure and If Lessce fails to pay such amaunts
within 10 gays afler said notice, Lesses anad pey said wones (o &s Broker and offset such amounis against Rent. in egdilion, Lesses's Brokes shall e
dewmad ta g & iird perty beneficiany of sy commission agraemen! antaned inlo by andior befween Lesser and Lassars Sraker for Mg lmited purpose of
Calecling any bnskerags f=e awed

15,3 Fepresentations and |nd i of Broker A ips, Lasses and Lessor each represent and warmant 1o the olhar that & nas
hag na deairgs with any persan, finn, braker or finder {otnar 1han {hs Snokers, ITary| in cormection with this Lease, and that no ana aihar then said named
Brokars is entitled to any commission o finder's tea in connaclion herewith. Lesses and Lesscs 4o gach herely Bgree 10 indemaily, grolscl, defend ang hoid
the ather harmless from and aganst babiity for compensalion o charges which may De claimed by sny such snnamad broker, frder or aiher similar pary by
reasan of any degings or actar: of the indemnifyng Pary, including &y coss, axpenses, allomeys’ fses reasanably incurred wilh respact thereto.

1 Estoppel Certificates.

(4] Each Parly {as “Respanding Party"; ahall within 10 days after written netics fram the ottwr Party (1he “Requestng Pary’) executs,
ackrawiedgn and dafivar 1 e Requestmg Pary a stalerment insaniling in loem sanilar 1 (e Ben mest cyrmend “Estoppel Certificate” fanm puaksned by e
Amancan (ndusinal Real Estate Associatan, plus such edditional infornation, conlimation andicr statemanis as may ba reasensbiy recuestss by the

Requesling Party

1B If e Responding Party shall fail o aracut or deflvar he Estoppel Cerifizate within such 10 doy pericd, he Reguesting Paty may
eaecule an Estapoel Certficale staling that: (i) the Lease iz & full force and affect wihoul modificatian oxcepl a5 may be represended by (ke Requesiing
Py, (#) Mere dra no uncwred defaults in ihe Requesting Pary's perdormance, and (W] if Lessor (s ihe Requesling Pary, mot made tharn one monli's renl has
teen pad in adwnce. Prosiective purchasers and encumbrancers may raly upan the Requesing Party's Estoppel Centificats, and 1he Respandrg Party
hal be estapped from denying the trugh of the facts comained 1 s Cailifcate,

i<y |If Lessor desiras o fnence, refingrce, or sel the Premises, or any pan thereo!, Lessee and all Guarantars shall delver 19 any
polental lenter or purchasar designatad by Lassor such fnancial statemenis as may be reasenebly required by such lender or purchaser, inchicng bul rot
limihed to Lessee’s financial stabements foe the past 3 yoars. All such fnancial slalements shall be receved by Lessor and such lender of purehaser in
cenfinence @0 shad De used only far Ihe guposes henain sel forh:
17 Defindtian of Legs0r. Thé i "Ledsor’ as used herein shall mean Ihe owner o gwners s e me it guesticn af e fes 18 10 e Plemises,
ar. d 535 13 8 buBleasa, of [ne Lesses's interest in the pricr B8s8. (M@ event of a trarsder af Lessor's o or inferest in the Premises or this Lease, Lessor
shal duilur 10 the Irenslerse ar assigree (0 eBsh oF by credit) sy unused Seourty Doposit hsid by Legacy  Excepl 85 growded s Parograph 15, upen sush
Irargien or assgnment and dalvery. of !ie Secunty Deposit. as aforesalg, Ihe griar Lesscr shal be relaved of ai Ebility with respect 10 (Fa aofigations endic
cowenarils under Ihis Leass ihereatier 10 be gerfarmed oy the Lessor  Subvect Lo the foregong, the cbligatans andior cowenants in this Lease 1o b
porfmad by 1he Legsor shad be ginding only upon 1he Lessor 63 hareinabave defined

1E Severahility, Tha nwalidity of any provision of his Lease, a5 diienmned by & couriof competers jurisdetion, skall i no way afsel (e ity of
any eiher pravisan Haeal,

kU] Days. Unlece ciferics speciically indicaled & ke contrary, me word “days’ 85 sed 01 Ihis Lease stall mean snd sefer o calongar days

a0 Limiwmtion-on Liskility  The coligalions of Leasor under is Lease shall not canstitute persenal obfigations of Lessar af il pariners, memoars,

directors. afficars ar sharehoiders, and Ledsed shal |oak ba the Project, and t2 na coher asseds of Lessor, for e salisfacton of amy labaty of Lessar wilh
fesped! 1o 1his Lease. and shall nof seek rechurse Against Lossors painars, members, diredtars, afficers or sharehalders, ar ary of ther persenal assets for
Furh wansiEcon.

21 Time of Essance. Tima ia of e sssence with respect o e pesformance of bl shigations 1o be parformed ar obsened by ne B WA Iles

Ledsn
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2 ko Frior or Dther Agreements; Broker Disclaimer  This Lease containg all agreements between (he Padles v respect o any matmr
aenlioned heren, and ro glher pRor of CeAlemporaneaoUs agreement of anderstanding shall be efecies, Lessar and Lessens each mepresents and wanards
80 I Brokess that it has made, an |5 refdng solely ugon, s cen investigaban as o the natuee, quality, chamcer and financial reEpansbdily of he olher
Party o thes Loase and 35 1o e w2, nelure, qually sod Shamcter of the Premsses. Brokers have no responsility with respact 1hareta o wilh respsel do sy
dafeull ar breach nerso by sifher Party. The liality (including coum costs and atomeys fees) of ey Broker with respect lo negoetiation, execation, dodvery
o pErlonTEnce Uy sithen Lessor o Lessee undar 55 Lease o any amendmeant o modification nereto shal be lenked oan amourt up 10 (ha fee receied by
such Broker pursuant t3 s Leass; provided, hawewer. thal Me lotegeng bmilatian on each Broker's liability shal nol be applicanle in ary gross nagligence
o wilful mesconiduct of suoh Broker.
el Motices
Z3.1 Notice Requirements. All nosces reguired ar pammitted by this Lease o appedcable iow ahall be i viting and moy be delvered i persan jby
hand o by couned] or miy be sent by ragular, canified or registered mai er U3, Postal Serace Express Mail, with postage prapaid, of by facsimile
tranzmigsian, and shall be deemed sulficianty given d served in & manner =peafied n ks Paragraph 23 The sddresses roled agiacent ic B Pasty's
sgnature on this Lease shall be het Pary's sddwess for deiivery or mailing af ootices,  Either Party may by willen notice 1o the other speafy a dfferent
agdrese for nolice. sscenl tal upsn Lessee's laking possassion of the Premezsas, the Pramises snal consthols Lesses's oddress for nalice. & copy of 81
aetees 1o Lessar shall bo cancurrently fransmatled to sich partyof paities &l such addresses a5 Lessor may from lime io ime hereadiss designate in wriling.
3.2 Date of Notice. Any nolice sent by repesterad or contified mal. f&0m receip? requasied, shal e gaenmed givin an the dale of deleary shown
on s retepn cerd, or if no delivery date is shawn, the postmark Mersan I sant by reguiar mail the notic= shall be deeman given 48 haurs after the same s
afdressed a5 requared neren SN0 maled wWilh peslege prepaid. Motoss defivered by Uniled Slaies Exprass Mak or avermight couwnier that guaranies nexi dey
delvery Ghiad be deemac guen 24 nours alter deiivery of e same 0 the Postal Sence o Counes. NOCEE tranemitled by lecssmle banamissan o sonlan
maans hall be geamed detivered upon tsephone comdirnatian of recalpt (eerdmmation repon Treen Tax mackine i sufficient), provided a copy is siso delivered
wid deirvary ar mail If natice is recesed an & Saturday, Suncay o (8l olday, il $hall be desmed réceived on the next business day.
& Waivers Ma waiver by Lessor of the Defaull or Breach of any term. cowenan or conmiton Neesl by Lessae, shisd e deamed a waiver of any oéher
leqm, covenant of condiion hereol, or of any subsequent Defaull or Breach by Lesses of the same of af any olber term, cavenant or condtian hareod
Lessars consent 1, o approyad of, any act 2hall no D desmed [ fender unnecessany Iho sblaning of Lessar's consant to, or approwal of, any subsequent
of simi@r act by Lesses, or be conslresd as the basis of an estappal 1 apdoree Ihe proweicn of provsions of Ihis Ledse requifing such consent  The
accepance of Rand by Lessar shall ned be a waiver of a0y Dalaul or Breach by Ledses  Any payment by Lesses may be scoepted by Lessor an accapnt of
moneys of domages dise Lessod, netethatending any qualifying stabemams or conditions made oy Lesses i connecton themivith, which such staiements
andior connibiogs snall De of no farcs of efled! whatsoewer uniess spectizally agrend o inwriting by Lessoe al or b=forg the me of deposil of such paymen,
25, Disclosures Regarding The Mature of 4 Real Estate Agency Relationship.
&} When entenng into a discession wilh @ feal estate agent regarding B real eslale transaction, a Lessor or Lessee should dfmm
e pulgel interstand what rype of apancy redalionshio or represenalion it has with Be 2genl or agents in the bensachon. Lesser and Leseas scinowletge
oeing advised by Iho Brokers in 1his wansaction, &= fofowe
0] Lessor's Sgant A Lessor's agent urder & ligling agreemant vwath Lhe Lessar acls o= (he agand far the Lessar ony 4
Lessers agent or subagert Ras tha faBowing affirmallve cbigalions: o ihe Lessor A fiducary duty of wmast care, integnsy. honesty, and loysity 1 dealings
wath fhe Lassoe T ;o Dilgent exercise of reasonabie skils and care i pemormance of e agents dulies. b, A duty of honest
anid fav Seeling and gaod failh. © A duty lo disclose Al facts known 1o e ageat maledally affecling be vatue ar sesimbiity of the propery that am not
kiran 1o, or within she deégent attention and abservaton-of, the Pardies. An agenl is not coligeied bo reveal to either Pary sny corfidertial infermation
obtained from ihe eihar Fary which coes nat invelve the afirmative duties st farth aboys
[} Lessar's Agent An agent cen agres o acl &3 agent fer the Lesses only. In ihesa siualions, the agent |5 not the
Lessar's agen, swen i by agreement the agent may receie cimpensalion for s=nices rendered_ slfner in bl or in pad frem (ha Lassar, Al agant sciing only
lor 4 Lesser has the fodowng aflinnalive cbigutiors. To ihe Lessee: A fidusary duty of ubmast care, inlegrity, nonesty, and 1oyaity in deaings wth the
Lesges. ToMg Lesses spd the Lessar a. Ddigent sxercise of reasorable skills and care in perfermence of the agents duties, b, & duly of honest and far
dealing snd good faith. £ A duty to discioss all facte known 10 he agert matarislly affecting the value or desimbility of the property that are not knewn (o oo
within the dilgers alisciien and observation of, ihe Paties. An ager is nol akligated 12 feveal to sither Party any conoential RMIomeabicn obtained fram e
ofher Pary which doss nol livvahie the affinmative dalies set farth above.
fiih il A renl estale agent. msher acteg drectly of theough one or moee
a&sociale licenses, can legally be Iho agenl of Bodh e Lessar and fie Lesses 0 a tmnsacion, but onky wilh Ihe knawdgdge and consend af boll the Ledsor
ardl e LEsEAE in & U 80andy slluslan. (he agenl has the folowing affirmalive obdgations ta both the Leasor and e Lesses: a. A fiducary duty of utmost
care. intagrity, nenesty gnd loysEty v e deatngs with gither Lessar of Ihe Lesses b Ciher dubies 1o lhe Lessor and the Lessee &s staled abowa in
Bubgaragraphs (il of (7). In represonting aoth Lassor and Lesses. e agenl may nol without the express permizsaan of the mspecive Paty, disclose to the
alber Party stal the Lessor wil 3coept rand (n 8 srsiunt less (han thal indicated in he lising or 1hal the Lasses & wiling ta pay a highes rent Sian thal
affared. Tha above dulies of Bie agent m o real estate transaction do nol reieve @ Lessor of Lesses fram the responsitility b protect thelr own mferests
Leasos and Lesses should carehdly read all agresments lo assura thal they adequately express their understanding of tho transaction. A réal e5lata agenl 1=
a person quaklied (3 advise aboul real eslale, iMegal o tax advise & desred, cansull a compatant professanal,
1] Brokers have no responaibility with respect to any dedat or breach hemaf by either Parly. The Babilily (incluging coud cosls .
@i anameys eas), of &y Broker wilh respec) 1o any breach of duty, eer o amession realing (o this Lease shall nat excosn (ko fos recaived by such
Broker pursuant ta this Lease. provided, however, Ihal the faregoing amilaion on each Brokers kabidity shall nol be appiicabla (o any jross negigenee or
walttul miscoovuet ol sach Frrdear

(143 Buyesr and Sefder agree 1o derlily to Swokers a3 "Covfdentis™ sy communication or nfamation geeen Brokes tat s
eonadered by such Party o be confden|ial
L e Right To Holdover Lessee has no nght to retan possession of M8 Pramses o By 9& hereal beyond the sxaralion gr termnaton of s

Leasa In the eeert thal Lessee hoids auer, Than e Base Renl shal be incresses fo 150% of the Base Renl appicabie immadiabaly PeCeding e dapiralion
af iertinaton Natning coatained nergn shall be corsirued s consent by Lessor i any holding ower by Lesses.

a7 Cumulative Remmedies. Mo remedy or eleclion engurder snail be deemed eatlusiee bul hal, wherever possible, be cumuiatve win &l ciner
reredies & law o N equiy
e Cavanants and Conditions; Construction of Agreement. A1 prowsond of ins Lease fo be observed or pedformad by Lesses ane poth

covestanis and condilions. In corsining this Leass, af headngs erd liliés ane far the convenlenze of the Peries oy and shal nol be cansidersd & pant of
Ihca Lease Whenover required Dy-he conlesd, ihe singuar shat inoute the plural and vice versa. This Laase shall not be conslrued as if prepaned by one of
tha Pamses, bid raller stcoedng to fa fair meaning as a whoie, as il both Fariiss fiad prepared IL
2, Binding EHact; Choice of Law. This Leass shall oe gindng upen he Fariies, 1har personst regresentalives, successers and assigns ond be
aevemiad by (e lews of the Sk in which the Premisos 8ro DCATES. Ay HgEson Detween the Paries benelo canceming this Leass thall be iniliated in e
SOy i AVCA (He Prermises ane locaded,
10 Subordination; Atlomment; Nan-Disturaance

0.1 Subordlnation  Thia Legse aind any Dplion granled hersby shall be subject and subardinale @0 any ground lease, mangage. dned of
frued. or ather hypeitecalion ar secunty davice (colectively, "Seturity Device™l, now ar hereafter placed wpon the Premises, o ary and all advences mads
o e deCurity tereal, anid 1o &l mnawals, modilicesons, ane exdensigns thereed  Lesses agress At 11e Raodars of By such Secunfy Devices {in s Leasa
tegemar fafinTed %0 as “Lender’) shal hawe ne isbilty or obiigation to pedurm ary of the abligalions of Lessor under /s Lease. Ay Lender may escl o
have s Lease andior ary Cplion granted herety sup=rar lo the fien of is Security Device by glving veitien nolics Inereaf io Lessae, whersuper ths Loase
apd suzh Cptions shall ba deemad prior b such Secuity Gevice, notwiInsEnding e relative datis of the decuinentation or recordation theragf

3.2 Attornmont. |n the evant Ihat Lessor ransfers litle to the Premises, or the Fremises e acouired by snother upan the fareclosune ar
wenmenation of a Securty Dovice {0 which this Lesss & subardmaied (1) Lesses shall, susject o the neadsurbance prowsions of Paragraph 363, atlom to
SUEH N TRrar, B0 Upan Teguest, snterimo @ nev inase. conlaning el of 1he terms and provisians of this Lease, with such naw owner far e remainser of
the 12rin P2recd, ar, al the alectan of such new owner, I Lease shall sutamaticady becoma 8 new Leass batweer Lagsee and sush new awner upan all of
tte borms and condsiors hangod, for ihe reirwitdes of tee lemm heneal. and (1) Lessor shal thereafer be refiewed ef @y Wriner abapalions hersundar ard such
N gwmer shak assume @il of Lessor's abligations herauncar 2xcap! that such rew cwrvar shall not: (o] ae lable tar any acl or cimissicn of amy prier iBssar
O with Pespel 1 ewenila occuTvig anar lo ecquEston of owhership; (8] be subjact t0 any offsats or gefenses which Lesses mighl have againat any prar
Jessor (00 ik Bownd by prepayinent of moee ihan ene monti's ment, or (d) e Reble for e rélum of any secursy depasit paid 10 any Drior Beso Lnlsss

e

€ iy new phener
0.1 Man.Disturbancs Wilh respect 1o Secwlly Davices eniered aio by Lesser 6Hes (na execilion of tis Lesss | esses's subcedrnlion of
ihiz Loase shall be oubject 1o recendng & commerialy reasenable non-Gistumbance agreement (a “Non-Oisturbance -Agroament”) from ihe Lender atich
Mor-Dislwpance Ajgréemenl provigas. thal Lassee's possession al (he Premises ane this Laasa, incliding Ay Opliong 1o exténd e ferm hereot, will nal be
dishibag 5o long 85 Lesse = nolin Breach herecd eand allams @ Ge record awnier of he Premesas. Furibiar, wilfm 60 days after ta oagculicn of this
Leago, Lassor shall ubg 25 comaertally remsonabls effarts ta obitain 8 Mon-Distuibance dgresment from tne hoider of ary pra-sesting Sacunly Device which
& secuned Uy e Premizges, in the event lhat Lessor is unaiie 1 provide the Mo Crsturbance Agreement witnin 5aic B0 d&ys, then Lesses may. 2l Lessee's
apton. directly contact Lendar and attemal 1o neqoliale far he execution and delivary of 8 Mon-Disturbanca Agreemand
34 Self-Executing. The agreemants contaned in this Paragraph 20 shall be effacive wilhau! the exacution of any gl dosuments:

e
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oravided, howesvar, thit, upan witlen request om Lessor of & Lender ) connection with a sale, financing or refinancing of thi Fremises, Lesses and Legsor
shill ewecite swch further witings as niay be reasanably requred i separately documant any subonEnAtan, alarament amdior Mon.-Diturbance Agresment
praveded for nenan,

3 Attornays’ Feos: W sy Parly or Srokar bringe an 8ctan or preceedmg mwvalung the Premises wheiher tounded in farl, conteast or equily, or t
declare nghis Nereurder. e Pravaling Pamy (as herealter defined| in any such proceedng, aclion, of sppesl Mereon, shall be enlilled 1o reasonabie
Allmays’ ledd  Such fees may Be ewarded in the same sul or recoverad Ut 8 saparate sull, whether ar pel such ackon or proceeding is pursued 1o docision
of judgmeid  The term. "Pravalling Party” snsll include. withoul limiation, a Parly ar Broker who substanially ablains or saleats i rellel scughi, &s the
Eas may be. whalher 0y comprimise, sedliement. judgment, or the abangonment by 1he otner Famy ar Broker ol iig claum or defanse. The atomeys' fees
#acd shall nod e compuled in accordance wilh any cour fee schodule. bul ahall be auch s= so fully reimburse all altarneys’ does redscaably incumed  In
addilion, Lessor shad bo araiffed 10 gitomeys 1283, costs snd expenses incurred in the preparalicn and service of nolices of Defaull and censultabans in
cennastian therawith, whalhar o ol & legal aclion 1 subs=guenlly commenced In cannoction with such Defadt ar resuiing Breach (8230 is & reasorable
M pef aceurrence for such sorvicos and consumation).

i Lessors Atcess, Showing Premises; Repairs  Lossor ang Lossors a00mis 5134 naws (N8 Rt o ntar ine Preruses 8t Sny 1ene, o ihe case of
B ariRgency . and olbensge o reascnsble bmes for the purpese of ahowang (e ssmne o prospeclive puschasers, lenders, or lenants, and making such
alleratiors. repairs, mprovoments or addtons 1o Ihe Pramises &s Lessar may deem recessary ar desirable and the aracting, usng and maintaining of
uliliies, seroces, ppes and condulls thvough the Presnises andice ather premises as tong 25 there 5 N0 matarial sdverse effed 1o Legses's use of e
Pramesas, All such activities shall be withoul abalement e rant ar lisbdily 1o Lesses. Lesses may al ary ime place on the Promisas any ordinary “Fos Sale®
®gns and Lessor may during e lest 3 maihs of he lem hereod place on (he Pramises any ordinary "For Lease” signs, i addiban, Lasser shall have ihe
fighil b ratain kays to ihe Premises and to unlock ol dooes i o apon Ihe Pramises alber ihan 1o files, vauls and safes, and in Ine case of emenpency 1 entes
e Premiges by any ressanably apprapiate means. and ary such eniry shall nol be deemad a forabie or unlawiul antry or decairar of the Prémiges o ar
Svctian. Lessed werss any chirges [or damages o mnjnes of inlerference wih Losses's propery of buaingss in comnecton therewith

kg Auctions. Lessea shall not conduct, nor paml o be coatucted, any auction upon the Premises withoul Lessors price wiltan consenl  Lesser
shiall ncd be obligated 1o exarcise any stantard of reasanabieness n determining whathar o pammil an auction,

4, Bigns, Leszee shall nat plece any sgrupan the Projct sical Lessars ariar eiiten consent

a5 Termination; Merger Unless specficaly siated ctherwise in witing by Lessar, ine voluntary or alber surender of s Lease by Lesses, he

miubyal termination af cancelalion hereof, or a formimation herece by Lessor for Sreach by Lesses, shal aulomalically terminaie any sublease orlesses sstate
in the Premises: prowded. howevar, thal Lessor may elect ks cantinue any ane or all mosting subterances  Lassors 'ilure wikin 10 days Rlkwing &y suc
Bt o alEct 10 The DOMIFERY Dy wiilbar nolos 1o he holder of ary such fesser intenasl snall censliiule Lessoe's leclion lo have such evenl consiliude the
lermination of such intarass.

36 Cansenis  Excepl as alherwiss provided herein, whersver in this Lease the consant of & PAMY 5 reguirad 10 8n Bct by o lor the cther Pary, such
GonEErL shell ral De ureascnably waakheld or delayed  Lessor's actusl reasonabl cosis and expenses (inchidng bul nel Emited (o archilects, allomeys.
ergriesrs and olker consubtants’ feas) mcurred i he considenation of, or redponse 1o, a request by Lesses for any Lessor consant, nclading but nal limied
Io cansends boan essgrment, a subletling o 1he prasence of wie of B Hazarcous Substarca. shall be paxd oy Lesses upon rAceipl of an Fledice and
FURROTinG Oocumeaton Ihenefir  Lassors tonsent fo any act, assignment or subieliing snel nol consliutg an ecanowisdgmen! (kal no Defaul or Breack
iy Lesses of this Ledse masts, nor shall sucn consamt be deamad 8 walvar of any (hen éxsling Defaut or Breech, excepl as may be cthenvise spesficaly
=tated 1 owriling by Lessor al ®e bme ol such consent.  The fallure o specily herein any paricular condition 1o Lessor's cansant shall nal preciuge 1he
Impostan by Lessor @t Ihe lime of conasnt of sueh furlber or olber condfans as are then reasonaala wilh refarence e tha paetlar metler dar which consenl
15 bedng gven. In the esenl thal either Party disagrees with any detanmengtan mede by the oiher hereunder and regdonably requests the reasons far such
detenmination, the delermining party shall fumish k= reasons o witing ard in reasarable detpl within 10 business ays followng sech raquest
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JE. Quiet Passession. Subject to payment by Lessee of the Rent and parormance of 8l of Ihe cawenants, conditons and provisions on Lessee's pan
1o b obssreet and perinmmed undar fhis Legse, Lasses snall hewe quiel possession and quisl arjoyman of the Premisas during the term harast
an Oplions. o Lessee is granted an Cplion, as gofines celow, then the olowing provgions snall apply,

A Definition. "Oplion” shali meen a) the right io extend e tenm of or renie this Lease o 10 axband of manew any legsse sl Lésses has
on oifed propeny of Lessar (b) the nghl of firs! refusal or first offer to keese eilhar fe Premises or alher propery of Lesser (e} the right to purchase o tha
righil of firsi refunst to purchise e Premilses or o3noe propany of Lessar,

9.2 Options Porsonal To Original Lessen. Any Option gransed to Lesses i ihis Lesaa 18 persanal fo lhe cignal Lesses, and cannat be
assigned ar exercsad by anyone oiber than said original Lesses and only wille 1he onginal Lessae is o full possession of the Promises and, (f requested by
Lesscr, with Lassee cerifying that Legsee has no nlentan of thereafler assigning or sublesting,

filk Muitiple Optians, i 1ha auen| that Lesses Nas @y mulliple Options 1o exénd or renaw this Lease, @ later Optien cannal be axercised
untess Fie prion Optng have been valdly exsicised.

384 EHest of Defauit en Gatians.

12} Lessen shall newe no Aght 10 Sxercise gt Oaten: (| disig the pencd commaencing wath tha gheng of eny natice of Dalault @na
cantinung unbl sadl Delall is cured, (7) durig the periad of ime any Rent is ungd (wihou regart 1o wisthar nolice (hereof @& gven Lessee), (i) during the
i Lasges i2 i Breach of this Leasa, ar (ivk = the meent that Lesses has bean given 3 or more nolices of sepanale Defaod, whelber or not the Dedavuts am
curad, during e 13 month penod mvmedalely preceding the exercise of e Cplien.

(b} Tha period of bme wilhin which an Option may be exercised shal nol be exendad oo anlarged by reason of Lessee's inability 1o
ONITIEE &0 Pl Decause Of the provisons of Parsgraph 38 4(a)

iz} An Option snall Womiinata and ba of no furhar force of @fect, abwillelantding Lessse's dus and smely exsncse of the Qptlan, #, after
Such exercise and pricr 1o the commencemant of (ha extendad tarm o comglelion of the purchass, (7] Lessen fads b pay Rent for & period of 30 deys after
suCh Renl Bacomes due (withoul By necessily of Lessar lo gree nalice thereaf), o Jl} if Lessee commids a Breach of this Lease.

4 Security Maasures. Lesses hershy ackiaveedges that he Rer payable lo Lessor kereunder daes not includa the cost of guand semice or other
SeCulily medsues, and Mal Lessor shall fave no obigation whalsosves 1o provige same. Lessde Sssumes &l responsibiily Tor e profectien of the
Fremises, Lasses. (18 agants and mvless and ther prapery fom e acts of third paries |/ the swent, howswer, thal Lesser should elect o prowde sscuriy
services (en the cosl tereof shall ba an Operating Espenss

41 Resgrvations

(] Lessar reseres the aght' (] 1o grant, wilhoul Ihe corsent ar joinder of Lessae, such sassments. rghts and gedicasons that Lessor
degms necessary, i) fe cause the recordalion of parcel faps and resinclans, (i) o cvale snsor instal now ulilily raceways, e long Bs swoh sasements,
nghts. sadicaliang, maps. resiriclions, sad uliily raceways do nal neasanably nisdara wilh tha use of the Pramises by Lessae. Lessor may aha; shenge
e fEne, sdiess of llle of lhe Buiding o Proect upan at least 50 days prior writlen notice; prowde and (nstall, al Lessse's espense Building standard
graphics on the doar of the Premeses @nd such portking of the Common Afeas a& Lessor shall reasonably deem apprognale; gront fe any lessee ihe
exchisiv right 1o Sonousl any DUSNESSs &5 jong &5 such exdusie gt does not conflict with any fights exprassly gvan heren; and lo place guch Signe
nilicas of Haplays @8 Lesaor reksenebly deems necessary or advisable upon the rocd, extenior of Ihe Budding or the Praject or on pole signs in the Comman
Asean Lesses agrees 19 sipn any documents raasonably requested by Lessar 10 efTectiuate such rglis, The obstuction of Lessee’s wanw. air, or lght by amy
siuciure eractad 0 e vecindly of e Bulking, whelhar by Lesder ar fherd partes, shall in ne way afect this Lease of IMpose any B0ty upan Lessod.
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fey Lesses shall noll ()] wee . fepreseniasan (phetagraphic or amhensisa) of the Bulding ar Project ar their namads) |n connecion wilh
Lussee's Dusinass; or i) suller of parmil Blyans, except i emergency, b9 go upon e regf of ke Bullding,
42 Performance Undor Protest, If a2 any ome @ dispats shall aiag 85 1o any enoant e aum of money ba be gad by cne Pasty to lhe ciher under tha
provmons. hereal, tne Fary agairst whem e obligation 1o pay the money is sssered shall have the rghl 10 Make payment "under protesr and such
poymsan Shall nol oe regaded as @ valurtary payment and there shall surave the nghl o0 the pan of said Pay @ meliule sud far recovery of such sum i
ahall be adjudged thal e was no legal ooligstlon on the pan of S8 Pany be day such sum & ary par thereof, said Pary shall be entitied % recovar sush
ST ar 5o mach hanecd as i was ol egally fedured @ pay.

43 Autferity.
@ A enhor Famy heretd 15 @ corporation, Bust, bmilsd dabity cdifipany. Gafnership, o smilar entity, each ndvidual ax ing 1his
Lease an behall of such eniily megresants eng wistards (fat he or she s daly authorized 10 oxocule and geliver this Ledse on ils Danad. iy shiall,
el 34 days afler raduest, deliver b the olher pary sativlactony ewdence of such aulhodity f
2 ==
initias 1
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@y Ifthis Loase is.axeciled by mone INER o persen of eifidy as ‘Lessea”. each such parsen of entfy shal be [cinlly and sewraly
limgka hareundar 11 is agreed that any one of Be named Lessees shall be empowared 1 gxecula any amandment 1o this Lease, or elher document eacilary
Enecet And Dind ak of the named Ledsess and Lessor may raly on the seme a5 # &l ol tha named Lessses had axecutad suah decumern.

24 Conftict. Ary corflct petwesn e pinled aravisions of this Lease ard the fypewriien of handwiilen provisians. shall be conirolied by the
twem:len of Fardueilien proviamns

Offer. Freparation af this Lease by eitfer naty oo Iheit agenl and sulemssion of samae to the othar Parly shall nat ba deamad an afar so leese o
mlWPw This Lease i§ not intended 1 be binding unil executed and delivered iy & Paries heralo
44 Amendments This Leasa may ba modiled only i witing, signed by ibe Paries in inlerest at the fime of the mad&cation, As long as fhay da nat
makarialy change Lessee’s obligalions fieveurder, Lessas agrees i nake SUSh Ieasmmpoie nonmanalany modiicalicna o thig Lease 88 Nay Ue reascrably
rachines Dy & Lendar i connection wel the oblaning of normal irarzing or rafinancing of the Pramises.
47 Mutipia Pariies. |t move 0an ana parsen o endity & named herein as sither Lessor o Lesses, such multiple Fanias shal hava (oint Gl severa
respargibeily o Corrply veth e taring of this Lease.
4 ‘Waiver of Jury Trial  THE PARTIES HEREBY WAIVE THEIR RESPECTIVE RIGHTS TO TRIAL BY JURY [N ANY ACTION OR PROCEEDING
INVOLVING THE PROPERTY OR ARISING OUT OF THIS AGREEMENT,
ag Medintion and Arbiration of Disputas.  An Asdendum requring e Medation andior the Amiimton of 81 dspoles belwesn ha Fames andior
Brokers anising cut-of this Lease [0 6@ isnat atisched to this Lease
6 Amarscans with Disabililies AL in e evenl Bial as a reslt of Lessea's use, o nlended use. of the Premises Me Amsricans wilk Disabililies
AGLOr By Bimdar &w requires modifications or me construction 4 instailason of mprevemants in of e (he Premises, Buldng, Project andioe Common Areas,
e Parties Bgine Wl such moddcsbors. constuclion or improvements shal be made al. [ Lessors expense B Lesser's appenge,

LESS0R AND LESSEE HAVE CAREFULLY READ AKD REVIEWED THIS LEASE AND EACH TERM AMD PROVISION CONTAINED HEREIN, AND 8Y
THE EXECUTION OF THIS LEASE SHOW THEIR INFORMED AND VOLUNTARY CONSENT THERETS  THE PARTIES HERERY AGREE THAT, AT THE
TIME THIS LEASE IS EXECUTED, THE TERMS OF THIS LEASE ARE COMMERCIALLY REASOMABLE AND EFFECTUATE THE INTENT AND
PURPGEE OF LESSOR AND LESSEE WITH REZPECT TO THE PREMISES

ATTENTION: NO REPRESENTATION DR HECUMMENDATICN IS MADE BY THE AMERICAN INDMISTRIAL REAL ESTATE ASSOCIATION OR BY ANY
BROKER A3 TO THE LEGAL SUFFICIEMTY, LEGAL EFFECT, OR TaX CONSEQUENCES OF THIS LEASE OR THE TRANSACTION T WHICH IT
RELATES, THE PARTIES ARE URGED TG

1 SEER ADVICE OF COUNSEL AS TO THE LEGAL AND TAK CONSEQUENCES OF THIS LEASE

H RETAIN APPROPRIATE CONSULTANTS TO REVIEW AND INVESTIGATE THE CONDITION OF THE PREMISES. SAID INVESTIGATION
SHUULD INCLUDE BUT NOT BE LIMITED TO, THE POSSIBLE PRESENCE CF HAZARDOUS SUBSTANCES, THE ZOMMG AND BIZE OF THE
PRERISES, THE STRUCTURAL INTEGAITY, THE CONDITION OF THE ROCF AND OPERATING SYSTEMS, COMPLIANCE WITH THE AMERICANS
WITH DISABR | TIES ACT AND THE SUITABILITY OF THE PREMISES FOR LESSEE'S INTENDED LISE

WARNING: IF THE PREMISES ARE LOCATED &M & STATE OTHER THAN CALIFORNIA, CERTAIN PROVISIONS OF THE LEASE MAY NEED TO BE
REVISED TO COMPLY WITH THE LAWS OF THE STATE INWHICH THE PREMISES ARE LOCATED
The partien hereto have saecuted this Laosa af e place and on the dales specified above their respectve sgnatunes

Exmouled & Exgcuted at
[ - alk
By LESSOR By LEGSEE

Jack Deminger, '."'oimn’iqfﬂ-:-uc-n 5 and Dale

Harris & Harris Enterppisd, Ipc. a New

Yark rpn !'a.l'.jﬂfl j }! _HI

o bl /I

Bensén |

By
Mame P tam Frinted: Doufllas ¥miaen
Tifle: Sma e Tile Presideng] & COD

E-mak: dougftingesher.com

Cffies (212) BAZ-000

By
Mmme Prated Tommie Flemons Taine Pririe.
Tille Dwner Tilss:
By 3 — Pala Alte Tenant Contact:

Namie Frintad: Dale Deracs Micksel Jarse (E-mall mike@tinyteshvs 2am)

Trie: Cwmar e Cell: (S50 BIS-8072
Addvoes: 0/0 Dalton Realty Altarnathe Address: 111 ‘W, 57th Streep; Suite 1108
LG grigy Streét ¥ New ¥ork, WY 10019
Pale Alto, €A 94301
(E50)  321-2731/{a50] 327-2383
Tesephana | Facsimilg Talephong | Faceimils
Fasderal 1D No. _ Federal 13 Ha
LERSOR'E = LESSEES
BROKER:——— - BROKLS:
Alldi- - i
Hire - ke
Taleg e TR T oy Taiuph ir i =

These forms ane aften madifiad to meet changing requirements of law and needs of the industry. Always wile or tall ks make sure you are ulilizing
Hliamwt current form: Amarlcan Indusirial Roal Estnte Association, T00 Sauth Flowar Strasl, Suile 600, Los Angeles, T4 30097,
(233) BET-BTTT.

aCapyrght 1998-By American Industral Real Estate Assac|alion,
~, All rights reserved E ‘4_/
[T
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EXHIBIT C

DETERMINATION OF FAIR MARKET RENTAL RATE

As used herein, the term “Fair Market Rental Rate”™ (FMV) shall mean the base full service
monthly rental for space of comparable size and location to the Premises and in buildings similar in
quality to the Building in the Palo Alto area, taking into account any additional rental and all other
payments or escalations then being charged and allowances being given in the Pale Alto area for such
comparable space over a comparable term and conversion to full service monthly rental. The Fair Market
Rental Rate shall be determined by Lessor and provided w Lessee within fifteen (15) days of receipt of
Lessee’s written notice to exercise their option, If Lessee disputes Lessor’s determination of the Fair
Market Rental Rate, Lessee shall so notify Lessor within ten (10) days following Lessor's notice to
Lessee of Lessor's determination and, in such case, the Prevailing Market Rate (FMV) shall be
determined as follows:

(a) Within ten (10} days following Lessor's notice to Lessee of the Fair Market
Rental Rate (FMV), Lessorand Lessee shall meet or connect via conference calls
no less than two (2) times, at a mutually agreeable time and if applicable place,
to-attempt to agree upon the Fair Market Rental Rate (FMV).

(b} I within this ten (10} day period thereafier Lessor and Lessee cannot reach
agreement as to the Fair Market Rental Rate (FMYVY), they shall each select one
Commercial Real Estate Agent (CREA) with a minimum of five (5) years leasing
effice space experience in the Palo Alto area, to determine the Fair Market Rental
Rate (FMV). Each such CREA shall arrive al a determination of the Fair Market
Rental Rate (FMV) and submit his or her conclusions to Lessor and Lessee
within twenty (2U)) days after the expiration of the ten (10) day consultation
period described in (a) above (but in no event later than the commencement of
the 3" month prior to the end of the lease 1erm),

(c) If only one CREA is submitted within the requisite time period, it shall be
deemed 1o be the Fair Market Rental Rate (FMV), If both CREAs are submitted
within such time period, and if the two CREA’s so submitted differ by less than
ten {10} percent of the higher of the two, the average of the two shall be the Fair
Marker Rental Rare (FMV). If the two CREA’s differ by more than ten (10}
pereent of the higher of the two. then the two CREA s shall immediately select a
third CREA who will within fifteen (15) days of his or her selection make a
determination of the Fair Market Rentzl Rate (FMV) and submit such
determination 10 Lessor and Lessee (but in no event later than the
commencement of the 2™ month prior to the end of the lease term). This third
CREA will then be averaged with the closer of the two previous CREAs and the
result shall be the Fair Market Rental Rate (FMV),

td) Each party shall pay the cost of the CREA selected by such party and one-haif of
the cost of the third CREA plus one-half of any other costs incurred in the
determimation,

Initials
[nitials
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FIRST ADDENDUM TO THAT CERTAIN LEASE DATED JULY 1, 2008 BY AND BETWEEN
JACK ROMINGER, TOMMIE PLEMONS AND DALE DENSOMN AS LESSOR AND HARRIS &
HARRIS ENTERPRISE, INC., A NY CORPORATION AS LESSEE FOR APPROXIMATELY 2,290
RENTABLE SQUARE FEET LOCATED AT 420 FLORENCE STREET, SUITE 200, PALO ALTO,
CALIFORNIA 94301

l. Commencement Date:
The initial term of this Lease (“Term") shall be five (5) year. The lease shall commence two {(2)
weeks lollowing Lessor completion of Tenant Improvement work, with the commencement date no
carlier than August 1, 2008 and no latér than August 15, 2008,

2. Base Rate (Full Service):

Months Monthly Full Service Beni
01-12 £10,305.00

Effective the 13% month of the lease term and annually thereafter, the Base Rent shall ingrease
according to the SF/SJ Consumer Price Index, but not less than 3% or more than 7% per year.

3. Early Access:
Lessee shall have access to the Premises upon execution of the formal lease agreement and Lessor’s
completion of said Tenant Improvements for the purpose of installing furniture, fixtures, voice and
data communications systems, and any other improvements or equipment necessary for the conduct
of Lessee’s business. Said Early Access shall be at no cost to Lessee, Lessee may have access
during Lessor consiruction period if Lessor agrees such early access shall not unreasonably
interfere with Lessor work,

4, Delivery Condition:
In addition to the Tenant Improvements defined hercin, Lessor shall deliver the Premises “as is”
with the HVYAC, electrical, lighting, plumbing, mechanical, life safety, fire protection, roof, roof
membrane, and building systems in good working order. Upon Lessor's receipt of Lessee’s writlen
notification, within the first thirty (30) days of Lessee occupancy of the Premises, Lessor shall
repair any punch list tems as scon as possible,

o

Tenant Improvements:
Lessor shall provide the Lessee with the following improvements within thirty (30) days of the
lease execution date:

245 LYTTON AVENUE, SUITE 156, PALO ALTQ, CA 94301 » (65D) 3222600 FAX (650) 321-0719
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A. Paint & Interior Walls: Lessor has painted the Premises, however, Lessor shall
provide touch up paint as needed, paint or replace the window shutters located in the
front office and remove the half-wall in the interior core of the Premises as outlined on
the attached Exhibit A,

B. Carpet: Lessor shall provide new carpet according to building standard in the
Premises, excluding the hallway. The carpet color shall be mutually agreed upon by
the Lessee and Lessor within five (3) business days of lease execution.

C. Lighting & Electrical: Lessor shall replace all bumt out condensed fluorescent tube

lighting with light bulbs that match, both in color and form, 1o the existing working

light bulbs,

Lessor shzll replace the recessed cans (if a replacement can be found that does not
involve changing the existing ceiling wall to house a new allernative fixture) and
replace lights with an updated can and white light for the purpose of providing brighter
lighting. Lessor and Lessee shall review the options. All plastic light diffusers shall be
cleaned or replaced as needed.

D. Windows: Lessor shall clean the interior and exterior of the exterior windows, The
cleaning of the exterior of the windows shall be done once exterior of the building is
painted scheduled for completion in the next 60 - 90 days.

Conference Room:

Lessor, at Leszor's sole cost and expense, has provided a furnished conference room on the first
floor for all the building occupants’ non-cxelusive use and is included in the building definition
“Common Area™. Lessee's of the building sign up to use the conference room on a first come first
available basis.

Signage:

Lessor, al Lessor's expense, shall provide building standard directory in the main lobby of the
building. Lessee, al its sole cost and expense, shall be responsible for suite signage, subject to
reasonable approval fiom Lessor. Any signage on the suite entry door shall be removed by Lessee,
at Lessee’s cost, at the end of the term,

Assignment/Subleage:

Pursuant to paragraph 12 of the Lease, in the event & Sublease is approved, Lessor and Lessee shall
split 30% 1o Lessor and 50% to Lessce any Base Rent in excess of Lessee’s current Base Rent paid
"Excess Rent™), less the cost of a real estate broker fee associated with the Sublease/assignment in
this Section B, if applicable. Lessor shall have the right to recapture the Premises if Lessce
Subleazes more than 50% of the Premises,

MNotwithstanding, Lessor acknowledges Lessee may sublease up to two (2) offices for general office

use without Lessor approval, but with written notification to Lessor. All remaining terms of the
Lease, other than sharing Excess Rent as defined in this Section 8, shall be applicable.

145 LYTTON AVENUE, SUITFE 150, PALD ALTO, CA 94301 » [650) 322-2600 EAX (550) 321-0719
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13,
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Access to Premises:
Notwithstunding Paragraph 12 of the general rules and regulations entered into as of the same date
hereof, Lessee shall have 24 hour/? day per week acoess to the Premises.

Option to Extend:

As [urther defined in the lease, Lessee shall notify Lessor in writing no sooner than seven (7)
months and no later than five (3) months prier to the Expiration Date of the Lease of their intent to
exercise the option or the option shall be null and void, The option shall be accerding to the same
terims and conditions as the underlying lease except the option shall be at Fair Market Value (FMV)
for current office space in downtown Palo Alto, but not less than the last month rent paid.

Determination of FMV is as defined in Exhibit C.

Article 50:

Mot withstanding the foregoing Article 50 of the Lease, Lessee shall not be liable for any ADA
compliance related to the Tenant Improvements set forth on Article 5 of the First Addendum herein
which are to be performed by Landlord.

After hours:
The parties acknowledge all tenants of the building cooperate to lock the front door afier 3:00 PM
weekdays and all day on weekends and holidays.

Effect of Addendum :

All lerms with initial capital letters used herein as defined terms shall have the meanings ascribed v
them in the Lease unless specifically defined herein. In the event of any inconsistency between this
Addendum and the Lease, the terms of this Addendum shall prevail, As used herein, the term
“Lease” shall mean the Lease, this Addendum and all riders, exhibits, rules, regulations, referred in
the Lease or this Addendum,

Acknowledged and Agreed To:

‘ p! )
Lessee’s Initizls 1

Lessor's Initials

Lessec shall be permitted, at Lessee's cost, to repaint the walls, trim, doors and shutters
1o a color mutually agreed upen by Lessor and Lessee, which shall be in good taste and
complimentary 1o the Premises.

Lessee shall be permitted, at Lessee’s cost, to replace the existing light switches and
plates, and electrical outlets and plates with white colored ones that will be mutually

agreed upon by Lessor and Lessee.

245 LYTTON AVENUE, SUITE 150, PALO ALTO, CA 94301 + (650) 322-2600 FAX (650) 321-.0719
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RULES AND REGULATIONS FOR
STANDARD OFFICE LEASE

e

and Oale Densan 28 Lezaor and Harris § Harris
Legsgs for the Premisas Iccated at 420 Florsnce

Caled: July 1, 2l

By #nd Bebseen Jack Romlnger
a_ ltaw

Balg Alco

GENERAL RULES

1 Leszee shall nol suMer or parmil ike chsiruction of arny Commeon Areas, ncliding drvevays, walisays and stainasys.
B Leggar regerves I righl e feluse sccess (o #ny persens Lessar n good faith judges 1o be & ihrest Lo e safedy Bnd 1@ palaban of (he Project ang
s occupants.
El Lassen shal nol make or penmil any Noise ar caors thal annoy ar intedare wilh oiner lessees o persans hawnp business within the Frojec.
L} Lagaae ahall nol keep Arirmas o birds wilkin the Propect, and shall nat bring boycles, motercycies or alber vehicles (e areas mol desgneied s
authovized Tor same
Lessee shad ol make, suller ar parmil Aier excepd in appropnale receplades for tha parpose
& Lassea eNall Aot afterany ok of naldl new or addilicnal sacks or bokis.
T Lestee snal e resparsshie for the inappropriate use of any 1081 roams, plUmBng o olher uliities ko fareign subskancas af any kind are o be
sered theremn
B Lesses shail not geface the walla, pambons ar offter suifaces of the PFremises or Progact
L] g in oe around e Premises or Budeng thal causes eacessive vibiason of ool loading in @y pan of $he

Lessee shall not suffer ar permrul anyth
gzl

1l Fumitung, ssgrificam dnsght and squipment $nad be mawed imee or cul af the buldng anly wilh |he Lessor's knawledge ang consant, and subjpect o
SuEh raasanaala limitEtons, techniques ard Sming, as may be desgnated by Lessar  Lesser shall be responsisl for any damage 1o the OMce Bulding
Froject Brising am any such schdly

11 Leszee shall not emplay any serace of contractor for sereces of work L0 be pafarmyed n the Buidng, except as approved by Lessar,

12 Lessor raserves ihanighl to ciose and lock the Bullding on Saturdays, Surdays and Building Holidays, and on alhar days bebwesn the hours of
f FMam B AW, o the Telliwing day. Il Lesses uses the Premises Sunng such parids. Lesses shall be raspansibie tar
SecwiEy [Bcuny ary doms it may have oponad jor ety

13 Lesses shal mium sl keys ot tha trninalien of its tenancy and shall ge respansitie far tha cost of replacing any keys Mel s ksl

14, Moo COVENNGE, SHadas of awnings shall be installed or used by Lassea

15. Mo lLessee, empiopes of inviles 5hall o wpor e roal of 1he Suikling

16 Lessee shall rob sulfer or permill BMoking G camying of kghted Sgars o cigarettas in areas reasanably designaied by Leesor o by spplicabls
GavETEniEl gences a8 Nir-sinaking seas

17, Lesses shall nol wse any mathod of heating or pir conmboning lrr (han 83 provided by Leascr,

"E Lesses shall not inssall, mantan o aparale &y vending machines upan the Premises withoul Lessor's woilben consant

1S The Pramises shall not be used Rof laggng ar mandfeciuning, cookmg or food preparaton

20, Lessae shall comaly wilh @l safety, fre pralsclion and svacuation reguistans astablished Dy Lessor or anvy spolicatle gevemmental agency

21 Lessor ressrves the nghl i waive army con of thesa nilas or sequislions, andios as (o any perticular Lessee, and any such wanser shall not
consiitute 2 waivar of any other nula or regulation of any subseguent apglication thersaf i wuch Lessee,

22 Lessee assumes &1 risks dtam e o vandalism ang agnees 1o koep its Premises ncked 85 may e required

23 Lessor reserves the right o make such cther reascnabe rules and reguidlians as il may from time o ime deem necessary for the approprate
opratinn ard safety of the Progact ang £5 pooupants. Lesses agrees 1o abide by thess and such rules and regualions,

1 Rk faall by e Aok e el harai-calisg 5 ]
) # -y e # g
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STANDARD OFFICE LEASE
FLOOR PLAN
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|bl M this Lease is execiied by mooe than ons person & énlily as *Lesses”, sach such person o entity shall be mnlly and searaly

Saple hereunder. il is agreed that any cna of thie namei Lassess shal be ampowsred o oxacue aﬂy AMENdMENt 10 G Lease, of 0Uher docurmait arciliary
inereln and nind @l of tho named Lessess, and Ledsar miy fely on the same as i abl of ke named Lessess had execulad such dacumant
a4 Conflict  Ary confict bebween the poatad prowsions of Shis Lease and She lypewritten ar handwitien provsans shall be condrolled by (hie
hipewriiten ar hardwriten provsions,
43, DMer. Freparalion ol (his Lense by ether party or their agent and gubmission of same o the ather Pary shall not be desmen an offer o jease o
the aifer Party, This Lease is not imended 1o be banidiag el exsculad and dekvered by ai Parties horeta,
4. Amendments. Thes Luase my be moddied only in witig, SiI0ned Oy The Pames in interest al the me of e moddcalion. A5 lang as thay o net
materaly change Lassea's obligations aeraundar, Ledsae sgrees to make such rensonable nanmonstsry mogifications 1o s Leass &8 May bé ieasonably
TROUIE By 8 Lendar in cannestlion wih the atairng o narmal fnanoing or refirancirg of e Pramises,
47 . Multiple Parties 1 mare than cne parssa o eniity is named becein as either Lessor or Lessee, S0ch multipse ®anies shal naws joint and several
respansibdity 10 comphy Witk I 1geme of this Leass
48, Wakver of Jury Trial. THE FARTIES HEREBY WAIVE THEIR RESFECTIVE REGHTS TO TRIAL BY JURY IN ANY ACTION OF PROCEEMNG
INV‘DLVING THE PROPERTY OR ARISING OUT OF THIS AGREEMENT.

Mudiation and Arbitration of Disputes.  An Addendimn requinng se Medalicn andiar the Artiiralion of all dispuies batwean [ha Peres andior
Bmwrs arising out of =us Lease T 15 B (s nol attached 1o this Lease.
& Americans with Qisabilities ACL W e avenl el 88 & reawt of Lessee's use. or miendod use, of ihe Premises the Amancans win Cisatdities
At or any semilar [aw tequires medifications or the constrachion ar nstaliabon of marovements i of lo e Presises, Buikding, Project andior Comman Areas,
the Parties agiee thal such moddicatons, construckan or imprevenrnls shal oe mads gt [ Leasor's axpense ] Lesses's pxpenss

LESSOR AN LESSEE HAVE CAREFULLY READ AND REVIEWED THIS LERSE AND EACH TERM AND PROMISION CORTAINED HEREIN, AND BY
THE EXECUTION OF THIS LEASE SHDW THEIR INFORMED AND WOLUNTARY CONSENT THEAETO. THE PARTIES HEREBY aGREE THAT, AT THE
TIME THIS LEASE 15 EXECUTED, THE TERMS COF THIS LEASE ARE COMMERCIALLY REASOMASLE AND EFFECTUATE THE INTENT ANO
PURPOSE OF LESS0R AND LESSEE WITH RESPECT TO THE PREMISES.

ATTENTEON. MO REPRESENTATION OR RECOMMEMDATION 15 MADE BY THE AMERICAN INDUSTRIAL REAL ESTATE ASSOCIATION OR BY ANY
BROKER AS TO THE LEGAL SUFFICIENCY, LEGAL EFFECT, OR TAX CONSECUENCES OF THIS LEASE OR THE TRANSACTION TO WHICH iT
RELATES. THE PARTIES ARE URGED TO

1. SEEK ADVICE OF COUNSEL AS TO THE LEGAL AND TAX CONSEQUENCES OF THIS LEASE.

2. RETAIN APPRCERIATE COMSULTANTS TO REWEW AND INVESTIGATE THE CONDITION OF THE PREMISES. SAID INVESTIGATION
SHOULD INCLUDE BUT MNOT BE LIMITED TO: THE POSSIBLE PRESENCE OF HAZARDDLIS SUBSTANGCES, THE ZONNG AND SIZE OF THE
PREMISES, THE STRUCTURAL INTEGRITY, THE CONDITION OF THE ROOF AMD OPERATING SYSTEMS, COMPLIANCE WITH THE AMERICANS
WATH CISABILITIES ACT AND THE SUITABILITY OF THE PREMISES FOR LESSEE'S INTENDED USE

WARNING: IF THE PREMISES ARE LOCATED IN A STATE OTHER THAN CALIFGRNIA, CERTAIN PROVISIONS OF THE LEASE MAY NEED TO BE
REVISED TO COMPLY WITH THE LAWS OF THE STATE IN WHICH THE PREMIBES ARE LOCATED
The paslies herelo hava axeculed 1his Leass 8t the plece and o the dates specified above thelr msgective signatures

Executed ab. EmsZutad ot
an s
By LESSOR: By LESSEE

](H Hew

Harris & Hareis Enterprflse,

Jack Rominger,

Tommie Plepdhs and Dals

Tihe: Bresidenf & COOD
E-mall: dougd I:J#f.a:hv:,mrn
Offize: (212} 5BZ-0200

By: —
Mame Proted:
Tite; Swner Tite:
By Fala Alta Terant Jortace:
Hame Printed: Michari Janse {E-mall mike@tintechiccom)
Tithe; Cwrsr Ceil: (G50} BI5-BOTS

Addrass; ofo Dalton Realty

MEemative Address: 111 W. 57th Street, Suvite 1100

SiD Waverley Street

Mew York, MY 10019

Falo Blro, CA 54301

(B5D) 321-1711/ (850 327-2383

Teiephane | Facsimiia Telsphione | Facsimie
Fedeeal (0 Na Federal i3 Mo,
LESRGAE L "

BROKER:. BRACKER:

Abli Aite

¥ e ~F A b 7 L hla

These farms are often modified to mest changing requirsments of law snd needs of the industry, Always write ar tall to make sure you are utliizing
ihe most cumant form: Americen Industrial Real Estete Aszociation, 700 South Flower Strect, Suite 800, Los Angsles, GA 50017,
{213} GBT-STTT.

ECopyright 1950-By American ndustrial Real Estate Assos(atien.
Al rights reserved.
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SECOND ADDENDUM

SECOND ADDENDUM TO THAT CERTAIN LEASE AND FIRST ADDENDUM DATED JULY 1,
2008 BY AND BETWEEN JACK ROMINGER, TOMMIE PLEMONS AND DALE DENSON AS
LESSOR AND HARRIS & HARRIS ENTERPRISE, INC.,, A DELAWARE CORPORATION AS
LESSEE FOR APPROXIMATELY 2290 RENTABLE SQUARE FEET LOCATED AT 420
FLORENCE STREET, SUITE 200, PALO ALTO, CALIFORMLA 94301

1.  Lessee Name Change:
The Pantics hereto acknowledge the Lessee entity for the Lease was assigned from Harris & Harris
Enterprise, Inc., a Delaware Corporation to Harnis & Harmis Group, Inc., a NY Cm'pucmﬁnn effective
Tuly 1, 2008.

Lessee Address:

Harris & Harris Group, Inc.

111 West 57th Street, Suite 1100
New York, NY 10019
{212) 582-0900 x 10 - Phone
{212) 582-9563 - Fax
Admin@TinyTechVC.com - E-mail

2. Effect of Addendum:
All terms with initial capital letiers used herein as defined terms shall have the meanings ascribed 1o
them in the Lease unless specifically defined herein. In the cvent of any inconsistency between this
Addendum and the Lease, the terms of this Addendum shall prevail. As used herein, the term
“Lease™ shall mean the Lease, this Addendum and all riders, exhibits, rules, regulations, referred in
the Lease or this Addendum.

Acknowledged and Agreed To:

Date: & 4"'/“_5_-':}"-" g E; ; Datc: /fL{;’OFi

245 LYTTON AVEMUE, SUITE 150, PALO ALTO, CA 94301 - {650) 322-2600 FAX (650) 321-0719

VUMATE M PN O Dl Al 320 Flisrmee Sae 2t dlane




Certification of Chief Executive Officer
Pursuant to Exchange Act Rule 13a-14(a) or 15d-14(a)

1, Charles E. Harris, certify that:

1. I have reviewed this Quarterly Report on Form 10-Q of Harris & Harris Group, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements
made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial
condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant's other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange
Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that
material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in
which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to
provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally
accepted accounting principles;

(c) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the
disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

(d) Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most recent fiscal quarter
(the registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant's internal control over
financial reporting; and




5. The registrant's other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to
adversely affect the registrant's ability to record, process, summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal control over
financial reporting.




[s/ Charles E. Harris

Name: Charles E. Harris

Title: Chief Executive Officer
Date: November 7, 2008




Certification of Chief Financial Officer
Pursuant to Exchange Act Rule 13a-14(a) or 15d-14(a)

1, Daniel B. Wolfe, certify that:

1. I have reviewed this Quarterly Report on Form 10-Q of Harris & Harris Group, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements
made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial
condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant's other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange
Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that
material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in
which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to
provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally
accepted accounting principles;

(c) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the
disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

(d) Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most recent fiscal quarter
(the registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant's internal control over
financial reporting; and




5. The registrant's other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to
adversely affect the registrant's ability to record, process, summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal control over
financial reporting.




/s/ Daniel B. Wolfe

Name: Daniel B. Wolfe
Title: Chief Financial Officer
Date: November 7, 2008




Certification of CEO and CFO Pursuant to
18 U.S.C. Section 1350,
as Adopted Pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002

In connection with the Quarterly Report on Form 10-Q of Harris & Harris Group, Inc. (the "Company") for the quarter ended September 30, 2008, as filed with the
Securities and Exchange Commission on the date hereof (the "Report"), Charles E. Harris, as Chief Executive Officer of the Company, and Daniel B. Wolfe, as Chief Financial
Officer of the Company, each hereby certifies, pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906 of the Sarbanes-Oxley Act of 2002, that, to the best of his knowledge:

(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.




[s/ Charles E. Harris

Name: Charles E. Harris
Title: Chief Executive Officer
Date: November 7, 2008

/s/ Daniel B. Wolfe

Name: Daniel B. Wolfe
Title: Chief Financial Officer
Date: November 7, 2008




