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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.

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 $ 468 $ 5.93

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




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 $ 743,375 $ 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 $ (1.32) $ 0.03 $ (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.




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
$ 607,905 S (1,783,391)

Net increase (decrease) in cash and cash equivalents

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.




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 ™) 1,144,869 1,199,212
Series C Convertible Preferred Stock ™) 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 ™) 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 ™) 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.




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

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

Series 1 Convertible Preferred Stock
Series 2 Convertible Preferred Stock
Series 3 Convertible Preferred Stock
Series X Convertible Preferred Stock

Warrants at $0.15 expiring 01/26/10
Warrants at $0.15 expiring 12/05/10

Polatis, Inc. (4)(5)(6)(9) -- Developing MEMS-based optical networking
components

Series A-1 Convertible Preferred Stock
Series A-2 Convertible Preferred Stock

Series A-4 Convertible Preferred Stock
Series A-5 Convertible Preferred Stock

PolyRemedy, Inc. (4)(5)(6)(10) --Developing a robotic manufacturing platform
for wound treatment patches

Series B-1 Convertible Preferred Stock

Starfire Systems, Inc. (4)(5) -- Producing ceramic-forming polymers
Common Stock
Series A-1 Convertible Preferred Stock

Total Unaffiliated Private Placement Portfolio (cost: $24,854,430)

Total Investments in Unaffiliated Companies (cost: $24,854,430)

Method of Shares/

Valuation (1) Principal Value
™) 716,195 $ 93,106
(M) 1,831,256 613,941
™) 741,898 243,932
(M) 2,750,000 904,184
(M) 2,000 400,000
) 16,364 884
@D 14,063 760
2,256,807
(M) 16,775 0
™) 71,611 0
(M) 4,774 0
(M) 16,438 0
0
(M) 287,647 122,250
™) 375,000 0
™) 600,000 0
0
5 16556930
S 16556930

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)(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 ™) 1,861,504 2,792,256

Series C Convertible Preferred Stock ™) 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 ™) 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 (D) 2,350 618
Warrants at $0.78 expiring 08/08/13 (D 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) M) $ 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
B 1,251,328
Innovalight, Inc. (4)(5)(6) -- Developing solar power
products enabled by silicon-based nanomaterials
Series B Convertible Preferred Stock M) 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.




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) 545,456 $ 0
Kovio, Inc. (4)(5)(6) -- Developing semiconductor products
using printed electronics and thin-film technologies
Series C Convertible Preferred Stock M) 2,500,000 3,125,000
Series D Convertible Preferred Stock M) 800,000 1,000,000
B 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 ™) 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 ™) 63,210 62,262
Series II 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.

10




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 M) 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) 482218 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 M) 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.

12




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 (M) 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)

U.S. Government and Agency Securities (18) - 47.1% of net assets at value

U.S.
U.S.
U.S.
U.S.
U.S.
U.S.
U.S.
U.S.
U.S.
U.S.
U.S.
U.S.
U.S.
U.S.
U.s.
U.S.
U.S.
U.S.
U.S.

Treasury Bill -- due date 02/12/09

Treasury Notes -- due date 01/15/09, coupon 3.25%
Treasury Notes -- due date 02/15/09, coupon 4.50%
Treasury Notes -- due date 04/15/09, coupon 3.125%
Treasury Notes -- due date 07/15/09, coupon 3.625%
Treasury Notes -- due date 10/15/09, coupon 3.375%
Treasury Notes -- due date 01/15/10, coupon 3.625%
Treasury Notes -- due date 04/15/10, coupon 4.00%
Treasury Notes -- due date 06/30/10, coupon 2.875%
Treasury Notes -- due date 07/15/10, coupon 3.875%
Treasury Notes -- due date 09/15/10, coupon 3.875%
Treasury Notes -- due date 10/15/10, coupon 4.25%
Treasury Notes -- due date 12/15/10, coupon 4.375%
Treasury Notes -- due date 03/31/11, coupon 4.750%
Treasury Notes -- due date 06/30/11, coupon 5.125%
Treasury Notes -- due date 09/30/11, coupon 4.500%
Treasury Notes -- due date 12/31/11, coupon 4.625%
Treasury Notes -- due date 10/31/12, coupon 3.875%

Treasury Notes -- due date 02/15/13, coupon 3.875%

Method of Shares/
Valuation (1) Principal Value
™) $ 4,495,000 $ 4,477,200
(M) 3,000,000 3,020,640
(M) 5,100,000 5,158,956
™) 3,000,000 3,024,840
™) 3,000,000 3,041,940
™) 3,000,000 3,046,410
(M) 3,000,000 3,068,430
™) 3,000,000 3,097,980
™) 1,250,000 1,270,600
™) 3,000,000 3,108,060
™) 2,000,000 2,077,500
™) 2,000,000 2,092,660
™) 2,000,000 2,102,040
™) 2,000,000 2,131,560
(M) 2,000,000 2,157,960
™) 2,000,000 2,126,400
(M) 2,000,000 2,133,600
(M) 2,000,000 2,091,880
™) 7,500,000 7,804,125

Total Investments in U.S. Government and Agency Securities (cost:
$56,206,231)

Total Investments (cost: $144,120,093)

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 t o 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)

©)
(10)

)

(12)
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(15)

(16)

(17)

(18)

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
L 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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Income Approach (I): The income approach uses valuation techniques to convert future amounts (for example, cash flows or

earnings) to a single present value 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.

1I1.

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:

18




= 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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C.

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

non

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.

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 o fthe 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 inthe 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.

Property and Equipment. Property and equipment are included in "Other Assets" and are carried at cost, less accumulated
depreciation of $377,454. Depreciation is 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:

Significant
Quoted Prices in Other Significant
Active Markets Observable Unobservable
September 30, for Identical Inputs (Level Inputs (Level
Description 2008 Assets (Level 1) 2) 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
UnobservableInputs (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 ("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 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 g 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.

Inthe case of a RIC which furnishes capital to development corporations, there is anexception 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 qualificationas 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 $ (1.32) $ 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*() 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 § 10.64 § 638 § 10.64
. 6.33% (5.00)% (27.42)% (11.99)%
Total return based on stock price @
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 $ 0.00 $ 0.00
Deemed dividend per share $ 0.00 $ 0.00 $ 0.00 $ 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 o f 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 atotal (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 8, 2001 to September 30, 2008
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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 § 784,303 § 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 $ 325,364 $§ 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-

Upsasa

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.

38




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

Inthe 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 aresult 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 inthe 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, o f$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 adecrease 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

Adesto Technologies Corporation $ 1,052,174
Ancora Pharmaceuticals Inc. $ 800,000
BridgeLux, Inc. $ 1,000,001
CSwitch Corporation $ 986,821
D-Wave Systems, Inc. $ 736,019
D-Wave Systems, Inc. $ 487,804
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, December 31,

2008 2007
Venture capital investments,
at cost $ 87913862 $ 82,677,528
Net unrealized depreciation(]) 23,971,417 4,567,144
Venture capital investments,
at fair value $ 63,942,445 § 78,110,384

September December 31,

30, 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

(A t 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, December 31,

2008 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 o f 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 notnecessarily 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 o freturn 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 a s "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.

non non
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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 o f 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.

50




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 INDEX

Exhibit No. Description

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.

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.
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STANDARD MULTI-TENANT OFFICE LEASE - GROSS
AMERICAN INDUSTRIAL REAL ESTATE ASSOCIATICN
1 Basic Provisions {"Basic Provisions")
1 Panties T Lease CLoasa”), dated far reference purpases caly J 'R_é.' 200E A iade
by ard beiwesn Jack #ominger, Tompie Plemons and Dale Densen

I"Lessor

ing., 4 New York corporation

{Lessan’),

(celletaty Iba Panties’, or indwaualy 4 "Party)
3w Premises Thai cenain poran of ine Project (85 defingd below), Krvown as Sulls Mumbersiey 200

InCludes uge of the Arst Azar

RoonF|, corsstng of appeoximalely = renizhle sguare feel which

e sorn [ Sefingd in 155 Addsndum ) and approximaiely . useztie sguare feell Premises”). The Prernises are (ooale
at, : Jnthe City of Balo Alto . County af
fanta Clara Swmieof California with rip code 53301 Ir ackdilion ta Lessee's

ngnis b ude and oooupy e Fremsdes as hersinafter specified, Lessee shall have nan-gciusyo nghts o the Commaon Aees (es defingd in Paragraph 2.7
below) as herenafier specfied . but shall nob have &ny Aphis 1o Me roal, e extedos wabs, e ares sbave the dopped ceilings, or the uliity racewars of the
bialitinsg cartaiming the Preresss |"Huilding®] of o any piher bwitings i the Project. The Premizes, ke Buldng, e Comenan Areas e land spon which
may a0 incated, alonrg with B ciher Duildings and FTorovemsits Herean, are hemsn cabechively mefered Io 85 the "Projoct”  The Project consisls of

appreaamnadely L3, 300 rentatle scuane feat. (See alsi Parmgraph I}

1.2in)  Parking. N/A uriresended and B/ 4 TesnryRd vehicka parking spaces 8ta monthiy costal SI/ A
par urmegenied space and sp} o per ragened space. [See Faragraph 2.6}

i Term: Five (3} years-and additional days pending iease commancamant ate apg————

e "Original Term') commencng August 1, 2008 &5 further defired In the Asdsndum

Commencement Date”) and eading August 31, 2013 \"Expiration Date™). |{Sse sl=o
Paragraph 1)

14 Eary PossasslonUpon leage swecutien subdect to terms defined in Addendum ("Early
Pogsessjon Date”| |See slso Paragraphs 303 and 23 3

1.6 Base Rent: § 355, par monih ("Base Rent)’ gapablean it firsk (st day of sach monlh
commenang Angust 1, I0DE . Ses also Paragraph 4)
51 i mis bax |s checesg, (here are proasions in this Lease for the Eage Rent t b sgiustad

(K] Lussae's Share of Oparaling Expense inereass: [/ 0 parcent (47 A% "Lossas's Share™s  Loessee's

Share Nes been caiculaled by dvidng Ihe appromate sentalle square foalage o tha Pramesss by the 1018] approxirals squars tectage of fe nentable space
conlamed in the Project and shall not De sulifact b0 réwsion except in eoaneclion with s oclual changa @ the size of the Premises or @ charge in ihe speca
avedabla for leace n e Praject, There ahall Be re pase-theough of nperating edgensss ts Losess durlng the intial 2ase tarm

rl Base Rent and Olhéer Monies Paid Upon Execution:
(& Hade Henb: 810, 405 | UG for the pesiod Bugust 1 - f1, 2008
(L] Sacurity Doposit 511, c00. 00 {"Security Deposit’) |See also Paregraph §)
[14] Parking. 54/2 for she pancd M/ 2
() Orher $574 far s B
i} Tatal Oue Upon Execution of this Lesse £21, 905, 00
1.8 Agroed Use: genccal office use In compliance with Qity of Pala Alto laws and

(Gee siwa Faragmagh )
Lessar is te “Insuring Party” (5a6 slso Paragraphs 4 2 ang 8)

1.8 Baso Yoar, Insuring Party  The Base Year ks
110 Hoal Estamn Brokars: (Ses also Parsgraph 15)
i) Representation  The lodowing real estale orokens | the "Brokers”) Bnd broderage relaturships exist i s frarsacticn fchack
applicabia boxet}

B Cornisk & carey Commarcisl - Cherie Wisery _ reprasonts Lessar ebclusivity ("Lessor's Broker');
B KAT BT Commersial repredais Lessee pxciusively CLassoe’s Broker). or
O = reprasanis poth Lessor end Lesses ("Dusd Agency™),
(bl Paymant to Brokers: Upon execution end dedvery af this Lease by bolh Partes, Lessce shail pay o e Brokens
Ihet browarage fee agreed |00 & separate witian agreerent fod-dlie- T i s S
-4 ' e vl Lt i -h- s a-R : =
| 5] Guarantar Thi abhgatonsof Ihe Lessee uides e Lease skal be guaranteed by W&
= - ["Guarantar’). [Soo aso Faragrapn 37)
.12 Businpss Hours for the Budging. - TR Y pom, Mardays through Frdays (emsepl Buildng Holdays;

CEuR _ F.___ pum. &1 Baturdays (ewcept Buiding Hoiidays], "Bukiding Holidoys" shall mear the daies of chiservatian of New

Years Oay, Presdant's Day. Memonal Day, Independence Ony, Labor Day, Thanksgiving Day, Chvistmas Day, and 3/ 3 ;
113 Lessor Supplied Services  Nohwirstanding the provsons of Paragraph 111, Lessar s 50T cbégated 1o provide ihe lolowng,
O Jarstonsl semices

O Elesicity

O friar fspacify) . =
114 Attachmants. Abached barate arz the loforing. all e which conslihde a pan of this Leaso

[ an Adcendum cansstig of Pampphs Atices | Inegugh L2

a Plan depigling the Pramises: .

i Initiats.
Page | of 13
& 1898 - Amariad Industrisl Real Estale Adsaciation REMISED FORM OFG-1-85IE




B & curerd se of tha Hules and Requlations;
0 a Wark Later;

O 7 jammaa schedule,

[F other specity): Floor plan

2 Premises

a1 Letiing  Lessor hereoy leases i¢ Lessee, ang Lessee horoby 883es o Lesser, (he Premises, o7 1he ferm. al the renial, and upan al
of i §6rms. COuere and condaans Lol faril in this Lease, Uniess cthesisé proviced herein. any statemand of size set fodh n this Lease, or tnat mey
Nave Leen wsed in calaabng Rend. (s an approxmation which the Panies agrees is rmasonaals snd Gy Paprnents based thareon am el subjed lo revision
whemar of nol Ihg actial dize (s mede orless. Note: Lesses is advized o verlty the actual sies prior to executing this Lease.

2 Condition Lessar shal gebver tha Premises 1o Lassés in's cloan condiion on e Commencemant Date or the Early Possession Date,
AfEhgver 51 0oours (PStar Dbe™ and warrants hat dhe edsling alaciricsl, pumbing, fire sprinkar. lighting, healing. ventisting and air CondEAIg
systems (CHWAG™ aad all cther dems wiich he Lessor is oolgeed 10 consinict pursuant 1o e Vo -Leltes Firat Adsendur sHached hanets, if any, alher
than thage censtrucled by Lesseo, $had be i goed aperabng candiion on sed dale

23 Campliance. To the brer of Leasar's inowledss, Lessor warmants ihal the imgireisiments camprising the Premises and the Commen
Asehs comaly veth The building codea Il were m effect 02 (ha lime thal each sucn improvemient, of ponion MMeseot, was conssucied, and ako wil &
applizabia lavs, coverante o resircions of meod, reguiEtions, and ardinances {"Applicable Reguirements®) in effect on ihe Sian Dee for wee of the
Fremices a5 genersi office space. Sad waranly does nuk &ppy 1o the use 16 wiich Lasses will put the Premises, modifications which may be requirad
by the Amencans with Disabiltes Ast ar any simear |aws as 8 resull of Lessen's pairticular use [ses Paragraph 80). or 1o any Alleradios ar Litity
Ipatlalicns (a5 defnad in FarRglaph T 3 made o 1o be mede by Leszes. NOTE: Lossen |5 responsible for determining whathar or nat the zaning
and otnar Applicable Reguiremenis are appropriate for Lessea's intanded use, and scknowledges tat past uses of e Premises may no longer be
allvwen, 1 1he Framises g nol eerply with said wamanty, Lesser shal, except as athanmse provided, prompty afler recoipt of wrilen nolice frem Lesses
Balling foah with specdiody 1he natws &1d @xtent of such nop-comgllance, racify the same. n the svent the Teradt Imprevsmente st farth In the
Frek Addenaum 1o be sorstructed by Leesor trigaer any Agdlicable Ksquirements, then the Tenant Imprpvemems ahall be altered so a0
12 it trager any Apolicable Seguiremente. If Be Applicatie’ Requrements are hersafior changed 8o as |o fequine dunng e tamm of this Lease tne
censtiuelicn of an additicn % or an slteration of the Premises, the remedialicn of any Hazardows Substance caused by Legpes, ar the reinforcament ar
olier phiysical medificaban of the Premises ("Capital Exponditure”), Lessor and Lesses shall aliccat e Sost of sush work &3 lollows:

|8) Bubgect to Peragraph 2,502 Selony, I such Capdal Expenditurss are required a& 8 sl of the speciic and unique uee of the Premsss
by Lusses g2 compared wih uses by tanants o general Lessee shall bo (il responaibie for e cost (Nereor, Drowoed, Nowever Wit if such Capiisé
Expeniille i requined duning fhe 1§51 2 years of this Lease and the cost thereal excseds § months Base Rent, Lesses may nstead lerminate hs Loase
unlgas Lessar nalifes Lasdes, m waling, wshin 10 days after recelpt of Lesses's lemmination notice ihat Lessor hax sisctod % pay 1ha diterencs balween the
acial cosl Mereol and the amount equal to 6 mondid' Dase Real  Losses olects aminalion, Lesses shod immarialely ceass e use of the Fremisas
whilcl: r2gures soch Capdal Expendiure and deliver 1 Lessor wilken nalice specitying a lermination date at least B0 dayé thensaber. Such lemiralicn date
shial howevar, ir ne ewent b3 earkar than the ast day that Lesses coulit legady wiize the Premesas wilhoud comemenery) such Capial Expenditure,

) I Such Cispital Expardilung |5 nod Ihe resull of the spacific and wiigue use of e Premises by Lessas {such ad. govemmemally
mandafed seiErsc modifications), nen Lessor 8 Lessse shal alocabe the cosl of aueh Capilal Expenditurg as fofows: Lessar shall advance the funds
necasaary for such Capilal Expardiise bul Lesses shall be obligefed fo pay, éach vanth duning tha remacsr of e ferm of tha Lease. on the dabe on which
Baze Rent is due. an smoun! equal fo the pracuct of miAlphing Lessee's share of the cost of such Captal Experdiure {ha parcamage apecified in
Faragragh 1.5 by & rectan, Ihe numarator of which iz ane, and the denominaior ol which |5 144 (. 1/1441h af e cost por monih]. Lesges shall pay interast
an e unamcdtized salance of Lessea's share al @ raie that is commerdialy reasonatle i the judgment of Lessor's accoulints. Lessee WAy, NowWoer,
prepay s obligation at any Ume. Frovided, however, that if such Caailal Expentiture = reguins auing 1he 1851 2 years of this Lease o  Lessor raasananly
defermines hat it 16 not econcemicaly feasible bo pay il share (herecf, Lecsar shall have the apticn & eminate this Lease upon 50 dags gror wilbsn palice
o Lesse uriess Lessee nolfies Lesser. N wiltng, within 10 days after recepl of Lessors terminadian nofice fhal Lecees wil pay for such Capital
Expanditure. If Lessor dows nol 8lecd ta tenninale, and fails ta terder its share af any such Capital Expandilee, Lezses gy advwence sucn funds and daduct
same. il Indresi, fram Ram unkd Lessec's share of such cots have been fuly pad, 1 Lesses is unabie bo finance Lessors shar, oo £ fie balance of the
Rant dus @ paysbie for te resnainder of this Lease 8 not sufficient o fdly remburss Lesses an an offset basts, Lassen shall fgve me nighl & bsrmirate
Iris Leasa upen 30 days woltan nolice o Lesser

12] Moteibhstanding he soows, e provisions cancaming Capial Evpendiures are infended to Bpply enly 1o nonvohntary, unexpeciad
and new Appicatle Recuirements. If 9o Capitel Expeqdiiures are mslead inggened by Lessee a5 a result of Lessae’s partlcuiar use of the Framices an
A - PPGEEE-ERENGE #1-Uke - CHARGEHPHAIRSE- B ube- o modification fo tha Premeses eucluding the Tenant mprovements Ihen, and in thet syant
Lesaee shat e fully responsibia for the cost thereal, 105508 BNEs Aot NLave any right ba terminats mils | asss

2 Acknowledgoments. Leases acknowedges thal: {a) Lessee has bean sdvised by Lessor andior Brokars 10 BElEN (156l vam resged! o
et candition of thiet Premises {incuding bul nol bmites @ 1he plactncal HYAC &nd fire sprinkier systame, securly, envirormental aspects, and compliance
vl Applicabie Requiremants), aod Iheir sulabiity for Lesses's intended use (bi Lesses has mads such inesligation as il desms necessary with releignce
10 3uch mMenas and assumes all respanehilty theretor as the same rolale to lts accupancy. of the Premises, and (¢} Noer Lassor, Lessers apants, nor
Birokard hive made any oral or weliten representabons or wasTantieg wih respect i said matiers other nan 85 setdoth in this Leass. in agdition, Lessor
ackncwigdyes ;at; () BrRkers Nave made no reprosentations, pramiess of wartanties conceming Lesses's abity b fonar the Lecse or sulatility (0 oooupy
the Pramises, and (8] 2 & Lessars sole respansiiity 1o invesligate ihe firandal capabdily andior suitabilty of 8l prapased tenans,

f Lessae 86 Prior OwnerOccupant  The wamantas made by Lessor o Paragraph 2 shall e ol no force o effec (1 Immadiasely gno o
It Fart Date . Lesses wad (he awaer or occupant of e Freriges in such pvenl, Lecsee shat be reaparshie for any necessary SOMactve ok

B i-long-as-k c--dletaid: [P A EealE bearato and-o6 sy
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27 Camman Aspas - Definition. The fem “Common Areas” is defined o3 all areas and taciities oulsios the Premises &nd within g

ealenor boundary ing of e Project and indenice usdity receways and netslatons within the Premises hal are provided and designaled by 1he Lessor from
lime 1g tima for Me general nanesclisve use of Lessor, Lessee and othes lenants of he Project and their respecive ompkiyeos, ELipplievs. shigpers
clstomars, colracios and mvines, Incuding, Hut nat limitad 1o, common entrences, obbiss, comidars, stainweils. publc reatroams, levsion, parking areas
iy enc uicasng arees, Fash sreas, advays, walkvays, diveways end Sndscaped areas

id Cormon Aroas - Lessee's Rights. Lessec grants 1o Lessee; Ior the  beviefil of Leosses and ils ompioyees, supplers, shippers,
CONFACione, Customess and inviges, durag the lesm of This Lease, the nonexciusae fghl 1o use, in commaon win oihars anidied bo sUch e, the Comman
faas a5 ey s from tene L0 ime, subject &3 any nghts, powers, asd privileges reserved by LEssor under M 18mms hersel or under (ha 185 of any 1ss
#nd e\t oF rEsinctians govemung Ing uEe of it Project. . Under no circurstancas shall the dght berein granded to use the Comman Aregs be teemed
18 g the dghil 1 siore any propey, lerpcaly o pernanently, In the Commen Aress. Any Such SIDM0G GhaP bE permilEd ity by the peior weitten
Censant af Lessor dr Lassor's dasignated sgenl. which cansent may be revaked ¢ any lime in e avent Mat any unauthidzed slorage shad occur than
Lessor snad Rave tha ighs, wilhoul nesce, 0 adoban W@ Bich ciher TQhES and remedies- Tal i may Baue. o emove the gropary and charge the 2ost 1o
Lessed, which cosl ehdl be mmedstely peyalkk upen domand by Leasor

2 Common Aress - Ruies snd Rogulstions, 1essor of such other persar(s) as Lessor may appaird shall have the ekchusive contrel and
managarent of ke Cormmon Areds and shall have Ihe ngal from lime (o bme, 1o adogl, modily, Bmend and enfoms: masaratle nules and reguisisas
("Rules ard Reguiations”) for ihe mansgermen, safety, care, ard claananess af the greunds, the parking angd unoading of vehices and te preseryaton o
goad omdsr, as well ag or Ihe cofversence of other accugants of lenanls of the Sulding and 1ha Project and Iheir invéées  The Lessas agraes o ahHe by
and condarm o all such Rules ‘and Reguialions, and ko cause ils employees.  spakess, Shippers, cuslomers, conlractors 8nd invitses lo 50 Bbide and
Garhanm. Lessor shali not be EpONSDE 10 Ledsed fof the narcamplisnce wilh aid Aules and Regulatians by gihar terants of the Project,

Ea Common Areas - Changes. Lessorshall have ihe right, in Lessar's salo discreman, rom tme 10 Gnie

|y To maxa chardges 1 1 Comman Argas, nciudng, without limstalion, changes in the lecalion, size, shaps and nwnder of the

Iobbies, wndaws, steinvays. a9 shafts, ekatlors. escaialors, restoams, drivivays, énlronoes, parking S08088. pArking ansae; lading and u ATEAE,
I ress, drection of raflic, ‘andscaped arsas, walkwiys ard Wiy racenays
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1k} Ta case EmporEnly any of e Common Areas for manlendnce pulpeses so long a3 feasonabie Sccees to M Premises
fernamn s avalbable;

il To gasiprale Qiher a0 Qulsiog e boandariss of the Praject o be a par of the Common Areas;
1] To add additicna bulldngs &nd imphovements to e Sommon Areas,
(el To usa ihe Comman Areas whie cngaged in making sddfionsl improverments, repairs of allerabons o Wi Praject, o any
partian thereol. ard
il Te do and perform such olher acts and meks such other charges n, 16 o walh resaeet & the Gemmon Arsas and Project as
Lessor may. in ihe exercise of Sound Dueness judgment, deem to be APRAORNATE Brovided Lessor does not Unreseonsily ntorfere with Lesses's Lpe
of she Pramisss or Ingreas ard cdreds
i Tufm,
31 Tarm. The Corimencement Onte, Expration Date and Crginal Term of $his Laase ara as specified in Paragraph 1.3,
32 Early Possesslen, I Lesses ictally or partially acoupies the Pramises. prer 1o the Commencement Oete iha chigafon to pay Base
i Y aail .

Renl shad be abated for tha period of such sarly paszassien. All cther terms of tis Lease dacuding bub-rat-limsed-ba-she n fiiay
ki as i patiall, haveever. b in 8fect during such pesicd. Any sueh sarty possessian shall pal affect the Expiration Do

33 Dedny In Possession. Lesscr agress (o use 15 bost commercially ressonable efforts 1o dallvar pessessicn of e Prenises o Lesses by
the Sommancament Jate . despile sid efforts, Lessar (8 unaie 1o defiver passession by such dals, Lasaor skall mol be susisc to any |labdty Sendar, rar
shak guch fafude affec the valdity of tis Lease. Lesses shall ral, however. be obligated 1o pay Rent or perfonn iis ofher obigations Wbl Lessor gelvers
pozsedsion of e Prameses and sty penad of fent abaternent hat Lessee woult affierwess have enjaved shall i fram iha date of delwery af possassion ard
contsiie for 4 pergd equal (o whal Lesees would chensise have enipyed under fe l2rms barecd, bl manus any cays of Gelay caused by the acis o
amissons of Lessae  If poasession is nod delwergd wilhin 50 days alter the Sommencemend Date, gs ihe same may be sdenced under 1he erms of any
Wovk-Lalter The Firel Adoondum execuliad by Faries, Lessee may, af &5 option, by notice in witng within 10 cays afer me and al sueh B0 day penad,
cance this Lease. i which event ibe Parties shall ba dscharged from all cbiigaticns horeunder 1 such vwilien nofios is nice recaived By LESSor wanin said 10
day pariol. Lesse's fght o cancel shall lermenate. If possessian of tha Premises 16 nol dedvered willm 120 days alter thn Cammencemeal Date, (his Lease
shall lerminate Lunless other Agreamants 8re reachen between Lessor and Lessse. in wiing

34 Lesser Compliance Lessor shall nol be required 1o dellver possasslon or early possession of the Pramises @ Lesses will Lesges

compiies with it abligation te poyide paigence of insuwrance |Pargaaph 5] Pending delery of such ovidence, Lesses shall be required to perrm all f ils

oidigalions umcer I Leass borm and afler the Stan Date, icleding the payment of Rent a5 defined Ir Paragraps 17 ap of the Commencement Dats.

nefwinslanding Lessors ssacion 10 wilhheld possession panding reseipt o such ewidence of inswance, Furiher. if Lessss i réguined o pedfomrm any alrer
carditians pror o o concistent with the Star Oade, e Siat Date shail ocour but Lessor may siect 18 withhald gessessan unli such condiikns are satisfed.
4 Rent

At Rent Defined & monetary abigetions of Lessae 1o Lessar unoar INe 16nns of this Leasa (exoapt for the: Securty Depoait] are deermed
ba berent CRent”)
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5 Becurity Deposil. Lessen shall deposil wilh Lessor upon execulion hereaf e Secunty Depasit as securly for Lesses’s falihlud petonmanse ol 15
obhgatens under s Laase If Legses 882 10 pay Rant, or athersise Defouls undor this Lease, Lessor may usa, apply of redain abl or any poron of said
Securdy Deposit for e payment of #vy ainsunt dus Lessor or 16 remburss or compansate Leszer for gny liabilily, expense, loss ar damage whick Lessar
may. suftar arincur by reasen thereof, |F Lessor uses or appdes akl of any potan of (ke Securty Depasil. Lessee shall within 10 days after witlen request
Hiereler gepasi monies wilh Lassar suficient 1o seslive sakl Security Depost to the full emoun| reguirad by this Lesss. e Bsss-Ran-rusases-duling
Eed 1 shis-l " o T g " s
shall-al-ad-iree Doarihe « 3 Gbiwdi-lveandal-Base-Real. Shauld ihe Agreed Usg be
aimiided I stcomingcale a malenal change in e busmess of Lesses o jo Bccommadale = sublessee or assignee, Lessar shall nave the ngnt 1o increase
e Securty Depasit 4o the ewien| necessary, in Lessors reasonable usgmert, o accourt far any ncreased woar 8rd tear that the Premises may suffer as &
result Ibareet. Il @ change n control of Lessee accurs duning this Lease and [cRowing Bwch change the nanciagl condition of Lessee is_ in Lassors
reasanabie judgmen, sguficanlly reduced, Lasser shall dopesil such eddons! markes with Lessor as shall be suflicient 1 cause the Socunty Depest (o be
& 4 camyrisrcialy reasonable leval besed an such change i financial condition. Lessar shall ned be reguird (2 keeg tha Securdy Daposil separale fram its
genen acceunts,  Wanin 14 days affer the eapralion or lerminatian of tis Lease, if Lessor alacts 10 8pply the Securily Deposl tofy 10 wnpaid Rent, and
oENervase vaniA 30 days afles the Premises heve Degn wacaled pursuent 1o Parsgraph 7.4c) belaw, Lasscs shall return Bia8 pectan of he Sesunty Daposi
nol used ar epplied by Lessor Mo pant of the Secury Depcsit shal e considarsd Lo be hesd in trust, 1o bear insarest o 1o b grepayment lor Ry MaOMes 1o
be pan by Lessee widdr this Laaae.

il (15

1 Wse Lessae shail use and accugy the Premises anly for the Agreac Use, ar any othar [egal use whech is reasonably camparahle mereta,
and far o allvr purpose. Lessee shall not use or peanil 1he wie of (ke Frameses in & manner that is unisaful, creatss gamape, waste of @ nsance, o that
disturbe occupunts of of causes damage 10 NEGNEMNg MeTises of preperlies. Lessar shall ral unreasanabiy withacid or delay s consent o any willen
request dor @ maddeation of the Agreed Lise, 30 long as Ihe same wil nel impsr the sbruciursl niegrity af ha improvemania of the Bailding, will mal sduersely
#ffact Ihe mechanical, efeclical, HWAC, and ather systoms of the Suikding, andiar wil rot affect the &aterio: sppearance af Ihe Buiding H Lessar skects 1o
wilbicls consenl. Lessor shall winin 7 o&ys aner Sech request gee witler notificaban of same, which notice shall inclide an explanstion ol Lessar's
oajectans 10 the changd inihe Agread Uae.

62 Hazardous Substances

18] Reportable Uses Require Consent, The lerm "Hazardews Substance” a3 used in this Lease snal méesn any pracuct, subsianog, ar

Wikl wWhise pregence, use, manufaciune, dsposal, eRGROnNANoN, OF feSade, eilher by ilsalf or in combinatian with glher materals oxpectad f be an he
Premisgs, = ether (] palensally injuricus to the pubkc hesn. salely ar welfare, the envirgrment of the Promises, (1) requialed &r monibored by ary
gevammenital auibanty, ar (i) 8 basis far potenial liskility af Lessor to any governmantal agendy oF thed party urdel any applicshle stalte or comman law
Inzoiy.  Harsrdeds Subsiences shall include. but ot b2 imided f0, Ppdrocerbans, getralewn, qasaline, andier crude ol ar ary products, byproducts o
frachons lhereof. Lessee shall nod engage in ary Bctivity in of on e Pramses which conssies @ Aaponabie Use of Hezandous Subeiances wilmoal e
WEPREEE T wiltlen consent of Lessor and bredy compbanca (af Lessan's axpenae) with all Appicable Requiremenls “Reportable Use® shail mean () the
wislaliehan or use of any above or below graund shorage iank, (i} the genecation, poessssica, shorape, uSe, ranspofasan, or @sposal of 8 Hazardous
Substonce tat reqiares 4 panTil Fom, of will respedt 1o which & repon, ratice. egistratian or Dusingss plan s required 10 ba Mled with, ey gowerimintal
aulnorily. angar (0] the presance al the Premises of a Hazardous Substance wih mespect lo which eny Applicable Requirements sequires that a notica be
Qeenn 10 persane enlering of osiupying e Premises or neiphboring properies. Moiwahstanding e Toregorng. Lessse may LSe any ordinary and customany
matarals rasenably regamed (o oe used in 1he narmai course of e Agreed Use such as ardinary office supplies joopar tarer, fquld papar, glue, elej and
comime housahald Seaning materiale, 2o long a8 such use & i campliance with all Appicanle Reguiremenis. (s nat 8 Reporiable Use, ard does ral sxgose
tha Pramieds of neighboring propery ta any meaningfid rak of conlamination or damage of exgose Lessor ba sy lishiity therefor  in addilion, Lessor may
-eoadilion s cansent io any Resodable Lise upon recesang such eddifional assurancss as Lessar neasonably deems racessary b probect (5, tha mabbc
lt¢ Premises and/or ihe envwonmerd ageindl damage, cantamination, mjury ardion lablity. nclugag, bt nol limited to. ths nstallalion (fard ramis on of

bodera Lease papiration) of lesminalion) of pratective madficalions (5uch a8 concrata encasamenls) andier iicreasing the Security Deposi

(b Duty 1o inform Lessor If Lesges hntws, o has reascrabis cause 1o boliave. that a Hazarous SUbstance has ome (6 be lossled

i, an, urdad or abou e Pracmises, olber than as previcusly coasenied sa oy Lessor, Lesses shall inmedaley give withen nolice of such fact 1o Lessor, and

prawide Lessar wimm & copy of ariy repart. nalice, dam ar ceher decumantaton which it hes sorserring the presence of such Hazardous Substance.

15 Lesses Romediation. Lesges shal pal couse or permt any Hazardous Suostance 1o be spilled or relssded in on, under, of aboul

the Pramizas finciuging theough the plumbing or saritary sowor syslem] and shall pramptly, al Lessss's expenss, camgly wih afl Applicals Reguiemen s
and lehe all iwestigetury andice rmedial ackon reasanatly recommended, whelher af nat fermady ardered ar mquired, for the deanup of any cantamination
ol and for the mainterance, securily andiar monilesing of the Premis=s or neiphbonng praperies, i was caused or maledgly contrbulad (o by Lesses, o

peartaining t2 o mwaléng ary Hazandcus Substancs braught enio the Premises dunng the lem of thig Lease, by or far Lesses, or any third pary

(0] Lessoq Indemnification  Lessee shall incemnily, defénd and hosd Lessor, 13 aganls, employees, kanders and ground fesser, if any.

banmiless from and agamat sy aied all logs of renls and'ar damages, liabities, judgmants, daims, expeiess, penatias, and altomeys and consulns' feos

arizing oul of or mvCiving ary Ha2erdous Subslance brought onta ke Premises by or for Lassed - tharal-pary (peoaidad, b -l | had
L) g any b Pary
B0 el si-any b s (R L0 -G SE-Dubie-of the Rroms)

B L e LR SR !

Fat-Ra R el e HO- Dy Lbgsset Lessee's obligalions shall incleda, bul nat be imited 1o, the @fects of any contamination or injary 1o person. propenty
of the emartrimant ceated or sufferes oy Lessen, ard tha cosi of investigaban. meravel remadialian, restorabion andor ehalement, srd shall sursre ihe
expiraticn ar termination of this Lease Mo lerinalicn, cencellsban of release agreement entered mio by Lessor shd Lessse shall relsase Lessee from is
abligatars urder Bis | aasa with mapect i basardons Sbstances, unless rpecilically so agreed by Leseer in wriling al sha time of suEn agmamant

e} Lessor indemmification. Lessor and fs suctussars and assigns shall indemaify, defend, reimburse and hoad Lesdee, fs emaloyess
ant lenders, harméess from and againsl any and all envronmentad dameges, Induding the coat af remediation, which resut from Hezardous Subatances
walch meisled on he Premises prior 19 Lesses's eoCUpAncy of which 808 caused by e gross neghgence or willlul misconduct of Lessor, (15 apents o
empioyees. Lessor's obligations; as and when mouired by ihe Applicabie Requitements, shat inchide, tul net be lmibed 1o, the oot of investigation, removal,
tarmediatian, resldaniion nd'or abalement, and shal surwwe the sepirahon or fermination of ik Lease,

(1} Investigations and Remediations. Lessor shell (elsin the respansbilty and pay for any Ineestgalions or Temediabon messures
nequrad by govarmmental énlites having furisdiction wih mspect o the exdstence of Mazardeas Substances on the Premises poor 1 Lessess pooupancy.
unlesr-suck P T T gt L u : uriiadl -Hll iy "| rart l'...d.A‘ ] T"'FI ey !:-.:'r B

s . sl b ke far-gieh-payment- Lossse shall cooperate fuly in any such activities at te iequest of Lessar, including atowing
Lesaor and Lessor's agunts 1o fNave reascashle sccesd to the Premises al reasanable tmes n order 1o carry oul Lessar's investigalive and remigdial
msporsnines. Lassee shall nat be nels renpongie for siy pre-gdlsting Hazardsus Matenal or any other Hazsrdous Mate not caoesd by

Learee
0 Lesaar Terminabion Option il 0 Hazardous Subslance Condilian (see Paragraph 9 1ef) accurs cunng ihe term cof his Lesse

uriess Leseee 18 kegally responsibin Lnder we terns of Sre Laase therelor (in which case Lessee shad make the investigalicsr and remediation thersal
requned by ihe Applicabe REQUIrITEns and Mig Lease shall coninue n Al Tores and alfecl bul subject o Lessor's nghis under Paragreph’ 6.2(d] and
FParagraph 13}, Lgssor may. 8t Lessors oplion, either (I} inwesligale and remediate such Mazardaus Substance Condition, 7 raguirel, 85 soon & reaseratly
PUBSILIe B Lesgars ekpense, in which eyent this Lease shall cantiriue in Tul force ard affect, or (i} if the esiimatad cost i remediale such candition gceads
12 lumey the-than menthey Base Rent or $100,000, whichewer i greater, give wiitlen nolice (0 Lesaee, within 30 days afsar reselpt by Lossor of knowiedgs of
the poourmence of such Hazardous Substance Capdition, of Lesser's desing io lenminale this Lease as of te date 60 days fodowing the date af swch nolice.
In the evert Lessor elects 1o give = lemmnation nolice, Lesses mey. winin 10 days theimatter, give witten netice 1o Lesser of Lesses's commimant 1o pay the
aricant By which Ihe cost of tha remadiabon of such Hazardous Substance Condéan gwceads an amounl equal t 12 times the then mantnity Base Rer ar
£100.000, wiechaver is greaier. Lessee shall pravide Lessarwith sait lunds or salisfaclevy Besurance thereaf wiahin 30 days follaweng such commitmaat in
such awei, Mue Leass shall sonfinue in ful forge and efecl. and Lessor shad proceed {o make such remediBlon a8 s0on as reazanakly possibie afler tha
réquired funds &e swailabie. |f Lessoq does not give such notice and provice 1he requerod fungs or ssurance lhereol within the time provides, Bis Leass
shal terninate as of the gale spacifled © Les=ars nolice of lermination

6.3 Lessen's Complianca with Applicable Reguirements. Except as ctiorvise pravided i s Leaze, Lesdes skall of Lessens sak
expense fully. dilganty and s B Umely manner, matenady compy wilh & Applicabla Bequrements srning Surkg e Taem of The Leass and dus 1o
LeERass particuler v, the roouiremeale of any appicable fire irFurance wigenarger ar faling bureay, end Me recommndalcns of LESEOTE enginees
andded censuitanes wihich relahe N any MENnar b e Fremses, wihg Criven Fie e g Are-now-p-ect-ar Lot CecHTE eNectve Blle
dne Sl Oate. Lesses shall, wilhn 10 days after moepl of Lessars willen request, provide Lesser wih copws of all permils &nd othie: documerts; ang oiner
INfETREGGN ayidencing Lessee's complance vl any Applicatile Requiemerts anoing durinig the Term of the Legse and dus to Lesaas's PETHCLAA
s52 Fpechied by Lessor, and. shall immedilely upon fecepl, notfy Lesses in wiiting (wih copas of any documents invalved) of any threatened or actuat
clmm, nohce. clalian, wamng, compiant o repar gedaining fe or myvelvng the fmivre of Lessaa o 1he Pramises 1o comply with any guch Appboabie
Requirements

64 Irspection; Compliance  Lessor and Lesste's "Lender® (o5 dafinad in Pacagraph 30) end covaullents shall have e right 1o snder inda
1y U, i ihe case of an emergency, aind ofierwese at rpascnabée fhmas, for he parese of inspeciing fhe concipan ot (ha Er n’ggs an fier

Prepmiz
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wetilylig compilance by Lesses wilh this Lease. The cost of any such nspections shall be paid by Lessar, uniess a vicialion of Appiicabln Requrements. or a
Hazardaus Substance Condtiin (e paregraph B.1e) s found 1o exist or be imimenent, ar Ihe inspection Is requested or ardered by & govemmaenia aufcrily.
In such case. Lessae shall upon reguest reamburse Lessar for Ihe cost of such inspechon. so long as such iNSpecton is reascnebly relatsd 1o the wolalion o
covilEminglien

Maintanance; Repairs; Utitity Instaliations; Trade Fixtures and Altorations,

74 Lessee's Obiigations. MNohwshstandop Lessors coigabon 10 keep te Pramstes in gooc condbson and repair, Lesses shal be
respansibie for payment of the cost ihereed lo Lessor ae atdtional renl for thal porticn of the cost of any mastenance and repair of the Pramises. or any
equipment (whareuer (ocated| that Bersas only Lessee or the Premises, b fie estent such cost is abtdbutabie to causes beyond nomal wear and lear
Lassog sholl b reaponsible b 1he cost of painkng, regaring ar repiEacing wall coverings, and (o repsir o replece any angrovemants with the Praresas
Lessar may, 8l il oplion, upan reasonadle nalice; aiect {0 NEwe Leesea parlonn &My pameular sueh mainienante or repairs the cost af which is cihenwise
Lesses's respansibdity bereundar,

72 Lussor's Obligations. Sabject ta the provimons of Faragraphs 2.2 (Conditian). 2 3 {Complinnce), 4.2 (Operating Expenses), 8 (Lise), 71
iLexses’s Obligatans], 8 [Damage or Oesiruciion) ang 14 {Condemnatian], Lesser, aunject b rembursemeant pursuant o Parsgraph 4,2, shadl kaep A gead
arder, centitien and repalr ihe Toundations, exierior walls, structural congon of interior Beanng walls. axtenar roaf, fire sprnkier syslesn, fire slam sndiar
rcka darertian spslems. fire hydianls. and the Common fArdns Lesses xpredely wahes the banafit of sy slatule now or hereafter in effect ta the extent i
|5 imconistent wilh e e of Bis Lesse

13 UIJIII;!'IFIMI!!IHEMM: Tradhe Fixtures, Alterations.

fa) Befinitions. Tha teem Uity Inatalistions” refers io all fiaor ard windaw coverings, air lings, vacuum Inos. pover panets. secineal
asyibdlion, securty and e pralaclon dyalams, communcatan cablng, lighling fhaures. HVAC equpmanl, and glumbong in or on the Precniges The enm
“Trade Fixtures® shall mean Lessoe's machinery and aguipmeni that can be removed without doing matsral damage 1o the Promises.  The tenm *
Adterations” shal mean amy moddbcatan al the mprowmants. ather than Uiaty Installations or Trede Fodures whelber by addiian ar delelion  "Lessen
Owned Alieralions andior Uiily Installations” e calinesd as Aderavons andiar Lasiry inswaliatans made by Lesbes e ae nol yel awned by Lessar
purslant 1o Peragraph 7.4ig).

bl Consent Lesses shal nol make ey Alteralicns or Lty Installatons 1o tha Pramses wilnout Lessor's pror witlen congentl. Lesses
ey, Mo, Wiiks far-atruclural ULy Instadatians ta the inkenor of the Premmizas (esciuding Se roal} withool such ceasent bul upan nalice (o Lessor as
ol BE My are ol wsibe fom fe cutsde. oo nal nvolve puncturng, relecating of removing e oo, ceilings, fleors o any enstng waks, wil nod affect e
elecrical, plumbing, HVAG, andior ife sefety sysiems, and ihe cumuiative cosl ihereol Gurng this Ledase as exlended does nof excesd SEO00
Natwitnstanding e faregaing, Lassee shall not mase or permi any roat penairations sndior install aryiting on the rael withoul the priar wrillen aparaval of
Lessor. Lessor miay. 88 @ precondtion b grantng such approvsl, require Lesses o uifize o corfracior chasen ardior approved by Lessar Any Assrations ar
Uty Instaiialinns that Lessor snad desire t ke and which require the cansent af the' Lessar shal be presented 1o Losscr in wiitton form wilh detailad
plans  Corsent shail ba deemed conditioned upon Lessee's: (1) acquirng 21 spalicable govemmental pernita, il Tumishing Lessor with copses of bath the
paimiits and the plans and specifications prics (@ commencemeant of the waik, and il complignee wilh &4 conditions of said permas and oihaer Applcatie
Requirements in a prompl ang eepeditions marver. Ay Alteralions or Ltiily Inslaliations shall Bie perfanmad In a werkmanlike manner with good and
sudficient maleints. Lassee shall promply upor completian fumish Lessor with astult plans and spachicalions . For werk which 5osis G0 anount in excess od
Gna moieh's Base Renl, Lessor may condisan its consent vpen Lesses provding & Bea and compisticn bond in en amounl equad k2 150% of the eslimaled
CoEl o Such) Allration gr Ublity installatian antéor upen Lessse’s posting &n eddiions! Secunity Depasit with Lessar

i€l Liene; Bonds. Lesses shall pay. when due, 28 clams for labor or maledials lumesned of allegad 1o newe heen fumished © o fof
Lessae 8l of for use on the Premeses, which clasms ame or may be secured by any meschanics ar materisimen’s len against the Premises ar any intemest
Ihetein. Lessee shal give Lessor not less than 10 dayd notice priar ba ihe cammencement of &y work in, o or about e Prameses, and Lessor shall nave
ha rignt 1o past nolices of non-respanshiily. F Lesses shal contest ihe valdty of sy such bee, ciaim or demand, ien Lessse shall, 8l il sole sxpanss
detand and protect dzell, Ledsor and the Premises against the sama @nd shall pay and salisly any such adverse judgment thal may be rerdesed therean
before Me srforcement thereod 18 Lessor shall requirs, Lessee shall fumish B surely boad in ar: amourt equa ko 150% aof ihe amount of such canbestad ken,
dam or demand, mdesmadying Lesaor aganat liabiily for the same. f Lessor clegs io participate in any swch aclien, Lesses shall pay Lepecr's allomeys’
fees and CosE

T4 Drenerahip; Removal, Susrender; and Restoratian

8y Owmership.  Subject to Lasscr's At o ragaes emave of slecl awnership as hareinalter grovided, all Alleratans and Lidity
Installadons made by Lessar shall ba the proparty of Lesses, bul censidersd & par of the Premises, Lessor may, at any tme, alect in wiiting 1e be 1ha dener
of all or any spacilied pat of ihe Lesses Ownad Alleratione and Ublity Instalations. Uriesa ofmenvss instructed par paragraph 74(0) hareo!, all Ledges
Owned Allerations and Utlily Instaialions shall, at tha aepiralion or termnaton of this Lease. became (he propery of Lessor and be surendered by Lessee
wilh Ihe Premises

b} Resnoval By dedvery ta Lessee of weiitan natica from Lessar not sarian 1kan 9% and ool laler than 14 days par b the and of e
10 of this Lease, Lessor may reguine that amy o all Lesses Dwned Aiglions o Uty inglakaliens be remaved by ihe sxgisation of lerminatian af shis
Lease, Leszar may require fha remayal ab any iime af all or any pan of any Lessee Owned Ateratians or UBiity Installations mads wilhaut the mauied
cansant

(o) Bwrrender; Restoration, Lesses shal surerder the Premizes by the Expiration Dage or any earier lermiration date, wen all of the
Improvements. pans and sutaces Ifereal clean and fres of dabns, and in good apordting arder, cendibon’ and sfete of rapar, ordinary wear end ftear
excepiod  “Ordinary weal & lear® shal not nolude any damage or dalevioaaiion 1hal woult have been preveried by good maintsnance praclice.
Metwiltstardmg the feregaing, if is Lease o 1or 12 monihs or g, than Legaco ahal awrender ihe Mromizes in the 3ame conditan aa deversd 1o Lesses
on the Stard Dale with WO allawsnce for ardinary weds and 12ar, Lessae shall repair any damage occasiened by the netalation, meimeranca or remeval af
Tradg Fodures, Lesses cwnad Alterstians andicr Ub|ity (nstabalions, Turmishings, ang equipment &5 well as the removal of sny starage jank instalied by or far
Lessar. Lezzen shall also camplelsly remave from the Premises any ant al Hazardous Subslances Drought onds e Pramises by ar Sor Lessse —aramy
Hit-po iy ecap-Hazan = SRS ik -4l g i (SRR Isuia—ciiiso-Frgach- euen & such remayal wauld
rEuirg Lessed 10 parorm or pay for wock that excends stalulory requiremants. Trade Fidures shal remegin the property of Lesses and shall be removed by
Legsed The fiore by Cesses fo fimaly vacate he Pramies pursiant 1o this Paragraph 7.4(c) without the axpress wiben consant of Lessar shal conatiluie
a haidover under tha provisions of Paregrapn 26 e
8. Insurance; indomnity

a1 insurance Premmiums. The cost of the premiums far me insurance policles mainisined by Lessor pursasat 19 paragraph 8 are induded
w8 Dpevaling Expenses (se2 pemgraph 4.2 (c)(vl),  Sad costs shall nclude increases in lhe premiyms resalling (rom addifional coverage refaled o
feguiements of the holdar of 3 morgege o desd of dnust cowering the Premises, Buldng andier Projes!. increased valualion of the Premises, Buldng ardior
Froject, and/or @ general pramium rae increase. Said costs shall nol. howser, includa any pramium inereases reauting frorm (he nature of the ceeupancy af
arvy p4hes 1enar of the Building. i tha Project was not ingued for the entirety of the Base Year, then the base premum =nad b4 the lowest 6nnual premeam
feasonably cbiansble for the required inswance as-af the Starl Date, sssuming the mest neminal use possitie of the Bailding andior Proscl o Ao evant,
noiwevar. shall Lassed bé respendible 1w ary partion af ihe premam cast alinbeakis e Babilly insurance cowerage in exceas of $2,000,000 procured under
Paragraph 8.2}

B2 Liabiflity Insurance

i@} Carriod by Lessee. Lagseo snal obtain and keep n farce & Cammercial Geners Liakility policy of insurance pratacling Lesses and
Lessie ag. an aUGUOna insurad against daims for badly wpury. perstral njury and property damege based Lpod oF Arising oul of Be ownershis use,
Cooupancy or manbenatce of Me Premizes and all areas appurienant fherat.  Such insurance skall be on an bocurrence basis providing singhe fmi
CoWRrage i &n aimeunt nel iess than $1,0000000 per epcumance with an annual aggregale af nat less than $2.000,000, an “Additionsl Insured-Managess o
Lessors of Premizes Encarsement” ang conlain e "Amendment af the Polution Exclusion Endorsesmand® for damage caused by Neal, Smake or fumes from
a bastile fire. The pokey shall nol conten any infrinsured exclusions 2s befwean INsured persans or organizalions, bul shal incude caversgs For lissiity
AaEuTEd Under NS Lesse a5 a0 “insured contract™ for (he panommance of Lesses's indermrty abigabors under this Leasa. Tha mils of sald insurance
shadl e, foweyer, lnd S babiity of Lesges mar refieve Lesses of any chligatan hereunser. Al surarse canied by Lessse shail be primary 1o and rot
canribuleey With any smilar insurarce cimed by Lessor, whoBn insurance shal be consdersd eneeds nsufanoe anly

(b} Carriod by Lessor  Lessor shal maintein labdily insurance a3 descrised o Faragraph 8.2ia), in addrion 10, and not it hieu af, me
msLranca ragured (0 De maniained by Lessee. Lescoe snal net te namad a8 an admiticasl insured Masma

B3 Property Insurance - Bullding, Improvements and Rental Yalue

(8] Building and Improvements. Lessor shal obiainend kesy in fores & palicy of polices af nsurdnce i Ihe neme of Lessor, with |oss
nEgabie & Lessal, iy ground-lessar, ard b any Lencer nsurg K4 ar darape 0 the Bulding ardior Proect. The amount of sich insuraree shall be squal
iz the ful repiacement Cost of P Buloing aation Project, as the stme $hal gas! rom Ume b2 1Ima, of ihe amount fequifed by aay Lendar, But in no svent
mate than tha commarcigily ressonable and avnilable nourabie volua thoreof.  Lessae Cwoed Allerabons and Uiy Insiallations, Trade Fodures, and
Lussed's persanal property shall be insured by Lessee under Paaprepn B4, - I the coverage is avadabie and commarciolly appropnale, such poboy o
pulicies shal insune againat all nsks af direcl physeal loas ov damage (excent e pents of ficad andior aantruake unieas requred by & Lendsr). ncluding
coverage for dens romoval and the enforcement of any Appleatle Requrements mquinng 1he upgrading, demalilicn, recersiriction ar reslacesmant of ary
partan of the Premses e the redull of & covered loss. Sad pelicy or peiicies shall alao sortain an agreed vesustian gravision i (ke af Ny, COMSWaRcE

clause. waiver ol subrogatian, and infiatior guard protechon 280BIG BN neieste i lhe anneal property insurenco aovam@pd amount by @ [NTEE]
Ihor the adusied U 5 Copartmunt of Laber Eonsumer Pree index for All Urban Gonswmers far e aby naareal 1o where he Premses H such
- Intisls
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METANCE COWETANE NS & maductibie clause, te dequatible amasni shall not exceed §1,000 per scourrenca
ikl Rental Value, Lessor shal aise obiain and keep in force B poicy or policies in the nasme of Lessar with ivss payatii 1o Lossor and
ary Landar, meuring [he soea af ine ful Rent for one year wilh =0 axended petod af edemnity Faran additicnal 180 daya [“Rental Value insurance”) Said
msurance shall contan an agreed valvation prossion inleu of any coinsurance clause, and he amount of coverage shal be adusted adnually & refoct the
praojected Rient cthenvisa payable by Lessaa, for e noxt 12 mant period,
(g} ddjacent Promises. Losses shall pey for any incresse o fhe presmums for fhe popeny insorance of the #uilding and for the
Common Arsas ar.cther uddings n the Prgect o §ed increase 18 cauded by Lasaes's acts, ormissions, L5 of pecupancy of tha Premises,
() Leasoe’s Improvements. Since Lessar s the insunng Farty, Lessor shall rot be requred (o inswe Lessse Cwned fberaticns and
Lility Inslsistions wniees the (lm m quaston nas becoma e grpeny of Lesssr under e 1erns ol tis Lease.
. Losaad's F‘mp!rtr; Business Inl.elmpdlun Insurance
|a} Propariy Damage: Lessae 5788 chisn and mairisi (peurance coverage on al of Lessor's parsonal propory, Trade Fofures. @nd
cesses Cvmed Aliergtans and UUlity Installations  Such mswance shal oe full rplacement cost coverage Wil a daductitds of nol to exceed §1,000 per
oeoimence, The proceeds om ary such insurance shall be used by Lessew lor iha replacament of persanal propeny, Teade Fidures and Lesses Cwned
Alberalipns and Uity iInstallatans, Lessoe shall proyds Lessor wilh witten evicence Ihst sach mgurance is in force,
(b} Buskess Ivderruption. L Vb4t i ek s i
Labbas fordiract o wvact odsiad '= 1 bcr 3 Lr " I:m"_
B R i =] Leggas does rat camy
e} Mo Representation of Adequate Coverage. Lessor makes no represendaton thad tha dmils o forms of coverags of nsuranes
speciied Roren a8 adequale o cowar Lesace's propesty, business aperations of gbdgations unger 1his Leasa.

B85 Insurance Policies  (nsurance required hersn shall be by companes duly ligcansed or admithed 1o tansast Desnass in e Slaks whare
the Prenuses ane iocated, and mainsaining ouing ihe poloy lemm & *General Policynoloars REINg of al east BV, B3 861 Torifi in Be most current issue of
“Baste Inguweace Guda’ of such cther raling as may be roequired by @ Lender Lessse shall tol de ar peomil o be dors-anything which inveiicales ihe
Tequire insumncd plicies  Lesses shad, prior io Iha Stan Date, gekvar ta Lesaor cerified copies of pokicies of such nsumnce o cenificates pwcancing ma
exEtenct and amawnts of (ke reduirad Insurance, N suen pokcy shail ke cancelabie or sub@cl o mosfication axcept alter 30 days priol wiillén Boncs o
Lessor Lessa® Ghal. at lsast 30 days pror i the sxpirabon of such policies, hemish Lessor vwain evidance of renawsls of Insurance brnders” svidencing
roneval nereol, or Lessar may oroer such msurance ano charge the S0t ihereot bo Lesses, which gmounl shal be payable by Lesses 4o Lessar upon
damand. Such poloes shall be for a farm of al least one year, of e langth af the remeinng term of this Lease, whichever 15 lpss. 1f either Party shed iail o
Frocure and maintain {ha irsarance requined 10 be carmed by it, e ather Party may, bl shall nat e raguired [0, procuwsa and imaintain e sema.

Ba Waiver of Subrogation, Wishou! affecting any sther fights o remades, {edses and Lessor each hereby reiease and rebave (he ciher,
and waive: their ergine nghl b3 rcover damages sganst he oliser, for lose of or damage 1o it5 praperty arlsing oul of ar Incizant 1o the perls requirsd s be
Insured agenisl heren. The effect of 3uch releases and wevers (s naot imiled by tha SMowT of IN3UANGE GBImed of fequaed ar by ary deductitles applicable
Nesele. The Parties agree ta have ther fespeclive propery (2Mags insurance carmsn wanve any fighl 1o subregation tal sch companies may have agains!
Lessar or Lessen. as ihe case may be. 8o long a3 the ndurance is not invaddaled thershy

a7 indemnity. Sxcepl for Lessar's gross negigence. of wilful misconouct, Legsse shal indennily, pratect, defend ond hokd harmiess the
Premises, Lessor and its ageris, Lessor's maslar or ground Meser, parners and Lenders. from and agenst any ond ak clsime, 088 of renis andior damages.
Mns, [udgments. penaties, allomeys’ and eonsulams’ fees, eupenses andior llaoiilies ansing out of, imwolung, of in carmection wilh, ihe use andiar
accupansy of the Premises by Lessee. |f any aclion or procesdng is broughl againat Lesaor by reason of any of fe foregoing matbers, Lesses shall upon
noce defend the same al Lessen's gepanss by counsal readonsbly saliafaciory 1o Lessor and Lessor shall cooperate with Lesses i such defenss, Lessor
need nat Raws first pad any duch clgim in ordar o be deferded o ingemmified

0.8 Exemption of Lessor from Liablliy. Jnless caused by Lessor gross negllgence ar wiliful misconduct, Lessar shall nol be labie
far injury or damage fo Iha persan of godds, wanes, merchandise or cther propery of Lesses, Lesses’s empayees, candraclons, imaees, cuslamers, or any
CLNAT PAIEON 0 O 00Ut 1he Frémses, wheshar such famags or ininy 55 causad Dy of resulls Trom fine, sléam, slecinaly, gas, waiber ar rain, ar from ha
breahags, waksge, absinichon ar olber defacts of ppes. fre sprnklens, wires, sppliences. plumbmg, HYAG or tighting fatures, or from eny oihér causa,
whether the said njury or damage résulls Trom condilions arising wpen the Pramises ar upen othar ERIGAS of Ma BN, o rem albar sourses of glaces.
Lizssar sliak nol be fable for any demages ansing fom any acl or neglect of any oiber ianent of Laasor nof froen (e fallure of Lessor o enforce the provisions
of any olher 2428 in the Project. Notwenstanding Lessor's negligence o breach of this Lesse, Lassor shall urder no croumstances be liabke far inpiry %
Lessee's business ar for Ay 5155 af MCoMmE ar poofil neretam
i Daméage or Destruction

LB Definitions.

i) ‘Premises Pamial Damage” shall mean damage or destrustion 1o the improvements on the Premises, ciher than Lesses Owned
Mzarations and Lility Insidlations, which can ressorably be repaired in 3 manths or lass fom he date of te damage o destruction, ord the cos| theneof
daes nol excoad & sum equal 10 6 meallvs Base Renl Lessar shall netiy Lesses in wining weiin 30 dayps fom fhe date of Bie danage or destrctian as o
wnpiner or nol the dambegs is Partial or Tolal

i} "Premises Tolal Destrustion” sal mean damage of deslructan fo fhe mprovemeants on ihe Prerises, amer than Lassee Owned
Allerations and ity instatations ard Trade Foturs, which canngt reascnably ba repared in 3 manih= ar less from e date of te camags ar destniction
ancior the cosl ihereol sxozeds @ sum Bqual 10 B monih's Base Resd. Lessor shall nabfy Lessee in wising within 30 days from the date of fie damage or
degtiuctisn &5 1o whther ar nal 1ha damags is Paria ar Total

(L) “Inzured Loss® shall mean damans or Uesucton 10 Beowiments on the Premises, ather than Lessee Owned Aterasons and Uliky
instabations and Trade Flstures, which was caused by an event requined to be covered by the insurance descibed m Paragraph B.3ja), imesaective of any
doguclible amourds or coverage limes imalved

() "Roplacamant Coat” shall mean the cost to repair or rebulid e improvaments oveted by Lessor al the time af the cooumence 1 [hai
condhnn gaishing inmedistely prior neret, mcldng demelilion. debas removal and upgradiog required by the coeration of Applicatie Reguiremesnts, and
wekhoul deduction for depreciaton

19} 'Hazardous Substance Condition' shall mean the escurrence or discewvery of & condilion inveting the presence of, or a
contaminatian by, & Hezamous Subsance as cefined n Faragraph §.208), in, o, of under Me Prémises which requres repair, ramadiation, o reslonatian

az Fartial Damage - Insured Loss. I8 Premises Partiel Damage 1hat 5 an Insured Loss oocurs, tien Lessor shid, sf Lessar's expense
fegar such damage (Dut not Lesees's Trade Fudures or Lessea Owned Altrations and LEilty instalations) ne soon 2 reasanably posstla and tis Lesss
shail conlirae n full forge and effect. provided. howewer, thal Lesses Bhal, 8t Lessors sigctan, moke the repair of apy damage or desiniction the (ol cosl s
cegal o which is 85 000 ar less, and, &y such evend, Lessor shall make ary applicabio insurancs procesds Gvailabla 1o Lesses an & rensorabie tass for that
purpess,  Rawaihsianding e foregamng, (F the requred insurance was nol in force of the nsurance procesds are nod sufficient to effact sich rapar the
Insunng Pary shat preenplly contr@uie he shortage in proceeds e end when required 1o complete S0id repairs, N the evanl, Rowever, sueh shotags was
dug %0 the facl il Dy reason of 00 UNKWE A0 o e IMErEEnents. il replacement cost INBUENCE CoWAraQe wis net commertially reasonable and
avadabio. Lasser shail have ro obiigalion to pay for the shodage In insurance proceeds ar to fully restore lhe wnigue sspects of th Pramises uriess Lessoa
proias LEssar wih (e Tunds 1o caver same, or agequats assurance tereol. wahin 10 doys following recaipd af wnian rolice of such sharege ond raguest
thergfor. | Lageos receives sad funds or sdequale assurénce (Nereal within said 10 day periot, the parly respeasibée tor making e repairs shall campless
Wi &4 soon as reasonshly possible ard this Lease shall remain in full ferce ang effecl. 1 such funds or assurance are nol receied. Lassor may
neverheless aigct by wnitan neece 1o Lessee wanin 10 days thareafler 100 (1) make sueh sestoralion and repair 25 is commerncaly ressonabie wilh Lesiar
paying ary sharage in proceads, inwhich casg this Lease shall reman o full force and effect, or () news Ihis Lease rmnees 30 duys hersafler Lesses
Enali ok be ented to resmbursement of eny funds contsibuled by Lessee t repar any SUE 08mage of destrickan. Prenwses Partial Camage dus o finad
or earthguae shall be subjesct 10 Pasagraal 9.3, nobwihstanding that lheme may be soime insirance coversge, bul ihe nef proceads of By SUCH MEWENce
shali 2o mads svailabis far lhe sepairs if made by silber Fary,

83 Parial Dumags - Uninsured Loss. I & Premises Partisl Damage ihat is nod sn insured Lass ocours, unless ceused by & negligent of
wiltfid Act of Lesees (in which event Lessea shall maka the regairs ol Lessss's expease), Lessor may eithor (1] tepair such damage 88 soan a5 reascrnbly
prErDls 8 LEssOre dxpenge, in which ovent whis Logsa shak contirde in fdl force ard effod, or i} terminale Shis Lesse by giviig writien notice 1o Lessea
willian 30 days after reczipt by Lessar af knowiedge of the cecurence of such demage Such terminalion nal be elactive 40 cays fatawing ihe cate of sk
notce. i 1he el Lessor elecis s farminate this Lease, Lassee shall nave the ngnt within 10 days afier recaipt of S8 WTHMGESaN notcs 10 giv witten
aghice 1o Lassor of Lebses's cormmilment (9 pay for the regair of such Damage wihou! reimbunemen from Lessor, Lesses shal provide Lessar with said
s o satstaciary ssumnce tharest within 30 days aftes making such canmitment. |0 swen awent thia Lesse sl centinue in full farce and effect, ana
Lesser shall procecd 0 mady such repine. 62 S0on 35 repsorably possiia Gfler e required funds dre avaiabbs. f Logsoo deas nol make the recuived
commilman, Shis Leage shall leminale 55 of e dale specfiod i !e teminalion nolice

a4 Tatal Destruction  Nolwdhstarding any oes provision hereof, f & Premises Tetal Destructan acours, this Loase shal tarminasa 0
days fodlowing such Destiuctan M the darmege ar desiruclion was causen by the gress negligenos ar wiliful misconduct of Lesses, Lassor shall Nave e ngiit
I e’ Lossars denages from Lésies, sxcent as provigad in Paragragh 5.6,

8 Damage Moar End of Tenm, [l 4l any drre during #1e (251 6 months of thes Leass there s dartiage ior which tha cost o repair axceeds
are menl's Base Ranl whetler o a0l an nswed Loss, Lessar may iermingie (ks Lease sfectve 50 days fallawing the gale of oocurmance of ko damage
By gwirg & witlen senmaakan nalice 10 Lesses watnin 30 gays arar e dale of eccuriencs of such damage  MNotwdthstarding the fose goirgy

i bl R
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lirne fisg én earcEsble oplion 1o exiend s Lease or [ purchase the Fremisas, hen Lesses may preserve (his Lease by, (8) essrcising such oplion and {b)
ding Leszar waih any shorlage in insurance praceeds {of gdedquete Bssunance hersalj nseded 1o make B repairs an oe before e eadier af i) the date
which (5 10 days atler Lesses's receipd of Lessars widien nofice purpoiing o tenmisete hs Lease, or (4) ihe day poor o {he dabe upon which sucn option
aoperak I Lessde duly eserciges such oplion duning such penod and provdes Lessor wih lunds (or adequale assuranca Ihenal) 1 covar any shomage o
nauiEnce proceeds. Lessar snal, ol Lessars commarcially reasonsble expense, repeir such damage 8 5000 a8 reasonably possibie and this Leass shall
continge n Il force and offect, [ Lessee fals Lo exercise such aption and pravide such funds ar assyrsnce during such parad, en nis Lease shal
BTNty an he dale speaihied in e lErmaaton nolice ard Lessee's opton shall be extnguished,
a8 Abatement ¢ Reni; Lessee’s Remedies.
(a} Abatement.. in the event of fremises Panial Damage or Premiges Tolal Desinechan of & Hazardaus Subslesce Candition for which
Lessee & nol responsibie under this Lease, the FMerd peyable by Lessee for the parod required for the repair, remedialion or restoration of such damage shail
be abaled in preparian 10 te degree 1o which Lesseo's use af T10 Framises i5 Mosimne, bl-fl-lo-esceed- (- pocsads-saceived- - he-Remal Vaus
ninanee Al other obigations of Lessee hereunder shal pe perfammed oy Lasses, and Lessor shall tawe no lidbiity Tor @y such samagps, destuclon
emediafion, repar arresloraticn excepi ag provided harein
it} Remedies. |f Lessor shall oe obligated 1o mpar or restare M Fremises &nd 00es nol commanca, in 8 subsaatisl and meaningl
wity, Such repair of sestorasan wihin S0 days afar such cbhgation shal accrue, Lesses may, al any fine grar ta fhe commencernenl of such repar or
fesiprabon, give wiillgn nolice (o Lessor ang 1o any Landers of which Lasses has actusl rovee, of Lessee's scton fo [Eminsie this Lease on a dale not ess
Man B0 days folowing e gving of sueh nolice. |f Lassee gives such notiee ard such repair or restoration is nol commenced witnin 30 days thergafer, this
Leasa shall lerminale as of (he dale specfed in sad notice. H the repas or resloretian 1s commanoad wilhen such 30 davs, iha Leses ahall contirue in
farce and sffect. “Commenrce” shal mean gither 1ne urcondilionsl sulhanzation of 1he preperstian of the requred plans. o e begirming of ihe aciual work
an tne Promisas, whichewar {ire acouns.
g7 Termination; Advance Payments  Lipon ferminglion of Mis Lease DUEuend 0 Parapraph 6.2(0) of Paragranh 5 an esufabie
adjusimenlt shakl b made ceacenwn] advance Baze Rent and anvy alber advance payments mace by Lessee lo Lessor Lessar shall, in addilion, relum fa
Legges g0 much of Lesses’s Securily Depest ax has net been, or s not Men recquirec 16 08, 25e0 By Lassor

98 Walie SIAlULes Lesscr and Lasses egree Mal Ihg lems of lhe Lease shal gavern the effect of ary damage io or destruciion of fhe
Pramises with regpect to ke terminatan of this Leass s heveby waeve the provisians of ary prasent or fulune S10%uba o the sxanl ineanssstant Paravwie,
10, Real Propenty Taues

101 Definitsons. As wied hersin, the term "Real Progery Taxes” shall inchede acy leom of assessment. real eslale, gendral, special,
prdinany o extraordnary, ar rertal levy oe 13 (9lhar shan inhentanss, personal iNcoma of esals taxgs) irgreveimient bond, andiof lisense les imposed woon
or levied aganst any Wigal of equdsbse rileresl of Lesaos in the Praject, Ledsor's nighl 1o cthes noome thenstnam, andler Lesser's business af easng, by any
auEhenly having e dinsct of indirsct power io lax eno where the funds are generaled with reforence to the Progct Aodress ant whar the procesds s¢
generaled are i oo applied by the oy, county or ather Ical taing sulhonty of & jurisdiclicn within which (he Project is iocsled  "Real Property Taxes" shail
alsinduge eny bax, d8e. levy, asgessmeanl or charge, or amy increase thergin, impesen by easen of eyl Jcouming duiang e lemm af Ihs Lease, including
Bul fed livated 6. a change in e ownershia of the Propect ar sny porfion theraod o 4 change in ha improvements therean

§0.2 Payment of Taxes. Ewcapt as cihansise provicad in Paragraph 10.0, Lessor shall pay the Seal Propary Taxas apglcatie 1o 1he Prowes).
&N said pprnenls shak be nduded in the calcuation of Operating Expenses in accomanca wilh the privisions of Paragrapn 4.2

3 Additional iImprovements. Operatng Experses shal nol indude Real Property Tases spedifed in the tox assessors records and work
Eheets g Daw) caused by aodilicoal improvemenls places upon the Progct by oiher lessees o by Lessor for 1he exclusive enjoyment of such cifier lessaes.
Mobwilfstanding Paragraph 102 hereaf, Lesseg shall, nowevar, pay b Lessor al The ome Opersting Expenses are payable uncer Paragraph 4.2, the erdresy
of @y Ircroase in Roal Propeny Tasgs @ assessed saiely by reeson of Aeralions. Trade Fidures or Unlity instailatiors placed upan ihe Pramises by Lessee
oF @t LRSS ranuas.

4 Juint Assessmant | tha Buldng 5 not seperslely assessed, Real Progety Tases slocsled 1o the Bulding shall be: an equilsale
propartan of the Real Fropeny Teses lor all of tha land ard (Fprovemsents induded within the lax parce| assessed, such proporion B9 ba determined by
Lesgar roe the respeclive vdsatons assgned n the assessoc's work shials or such oihar riocnneton 95 may be ressonably svalable. Lessors reasonabie
detenninéton therest, in goad fasm, shal te conclisive

105 Personal Property Taxea, Lessee shal pay pror o dedinquancy all lxes assessed aganst @ lewed upon Lessea Dwoad Altaraiions
ard Uty Installalions, Trade Fistures, furnishngs, aguipmant and all parsensl oroperly of Lessee ednlained in Whe Premises. When possible, Lesses shall
cnse it5 Lesses Crerad Aeralions and LIty nstaliations, Tiace Fidumes, fwmshings, egupment and ab other personal property 1o b assessed and hiked
saparaledy from ihe r@al propecy of Lessoe. H any of Lessee's s3id propaity shall e assessed wiih Leasor's real prapany. Lesses shad pay Lessor e bess
allributakis b Lasses's popery witiin 10 says after receipl of @ wilien slalement setiing lorh he taxes spplicable (o Lesses's propeny
n Wiliities and Services

th | Sarvicas Provided by Lessor. Lessor anall provide hesing, eentlation. air cordiioning, reasanable amaunts of efecincty for nommal
lighdng and office machines, water for reasonslie and ronmal drinking and loviery use in cornestion with B0 offica, and replacemen light bulbs andior
fMugrescent lubes and balests or standard overhead fidures. Lessar snall also prowda jandonal sarvices 1o e Predusss and Commin Aress 5 Bmes per
weetl, excluding Building Hoddays, oo pursuani fo Ihe aitachad janioral schedule, il any. Lessar shall nal, howeesr, be requined o provice @nilonal servces
to kifchens or storage areas Inckidad within The Framises

11.2 Services Euslusive to Lesses, Lesses shad pay for 6ll water, ges, heal, Gghl pavesr, telephars and ather ulililiss end sendses specaaly ar
exclusively supphed andfar metorad axclusivedy (o the Premizes or 1o Lesses, logather will amy taxes thereon. If 2 service is deleied oy Parmgraph 113 ared
Gagh Gerdog 16 nok Soponalely moldred W oike 'remizcy, Lasaco ahal pay of Lessars opiicn, either Lesses's Shane o a measonabie proporion 5 e
determined by Lassor of all charges for such jonlly metered service. Lessar shall not charge for after-hour HYAD during the lcase sem o any
=abersion theredd

1.3 Hours of Servico.,  Baid senioes @nd aliliea shall be provided duing limes st ferh n Pamgraph 112 Usiities and services required af
ot times shall bo sulject o advance request and reimburzmen by Lessee 1o Lassor of the cost hernol

114 Esgcoss Usage by Lossee. Lesses shal nof make conneglion 10 e Uities excapl by of thiough exisling autlets snd shall ial fistal ar use
mactunery or eguipment inoor abod the Premises ihat uses exceds water, lghtng of power, or sufer or permil any act thal causes extra tudan upon tha
ubdibes or services inclding oul nol limited 10 securily: and irash sernces. owar standard office wEape tor the Froj@cl  Lessar shall fequire. Lesses 1
TRIMDUTEE LESE0r TP ArYy excess sapenses or costs fat may arse out of 3 brasch af (ks subpadagraph by Lesses. Lesear may, in jts sole discrefion, install
8l Lessoe's exgeniad supplemerntal eqummen| andior separale medeniog apglioabde (0 Lesses's excess wiage of lnsding.

VLA It rruplens. There shil be no sbatemenl of renl and Lessor shall not bu latie in any raspect whalsoaver for the ineEceguscy, stoppage,
nemapdian o descorlinuance af any wiilty or serwos due bo righ, stike. asbor disgule, breakdown, accident, repair or other cause beyond Lessor's reasonabla
cuniol 41 in Saoperstian Wi guvemimanaf requast or direclicns
17 Assignment and Subletting

121 Lessors Cansent Reguired,

{a) Lesaee shall not valuntanily or by operalion of law assign, ensfer, mergegs or encumbsr (cofecively, "assign or assignmant’) or
sublel all or any pant of Lessaa s @berast in Mis Laace or n e Premiges withool Leszars prarwritien cansant

b} Uniess Lessae s o corparalion and its stock |5 pubicly raced on a nalionel stook @xchange, & change in ihe condrol o Lessee shal
constilule an assgnment raguiing onsent. The vansfer -94-g-cumulebve-basls, 55 2 singular svent, of #8507 or more of the voting conirol of Lessee
Bhak constitube @ Chnge n oonsnl for 1his purpose

(e} The invatvamant ol Lasses or 15 833413 Ih afy lransacton, or senes of fransachons (by way af mesger, @k, aoqusban, finandng
transfer, leuveraged ouyold or oinanddse), whetner o not 4 feonsl sssgrment of Aypothecaton of dhis Lease or Lessee’s S85618 0oCUrE, which resuts ar wil
regll n & reduction of e Met Worth of Lessee by an amount grealar than 25% of guch Mel Wanh a2 il was sepresenied ol the' lime of the execution af thes
Leass Or g e lire of the most recent asmgnment toowhich Lessor has consemad, of as il exsts mmmediabely proc to-sak fransachon or rensachons
conshbuling such feduction, whichevb! was oria grealer, shal be considersd @ assgnment of lis Lease to wisch Lessor may withhald its consenl. “Net
Worth of Lessoe” shal mman e net worth of Eegsas |Bncainirg any guarantars) astakished under ganemlly socapied sococunting pAncipies,

{dy A assigriment of sublering wilhoul consent shall, @t Lessar's oalion, be 8 Defaust curedle afler notice per Pasagragh 13.14c). ar a
nancurabie Breach wthoul Ite necssnity of any nolice and graca panod. f Lessor @etls 16 redl such Lnappreved assgremeant or subleEing as @ nancurahla
Breath, Lessar thay eiber {if ermnade this Lagsa, or Jil bpon 30 days willen nalice, noreass e montity Base Rent fo 110% of tha Base Renl then o
effect. Furher, @ the evam ed sugn Breach ard renled adjuatment, (i) the porchase pnoe of any opllon 10 purchase 1ha Framibad Feid Dy Lessee shid ba
EubgRsl s samilar adiusimerd 10 110% of Ihe price previcusly in efiect, and (5 el foed and nor-faed rentsl adustments schedufed dunsg the remainder of the
LEasn Warm arall be moreased to 110% of the schedulod adiusted renl,

i) Lessee's romady for any Draadh of Paregiagh 12,1 by Léssor shak be imiled 3 compensalory damages andior inunatliva. relig!

122 Terms and Conditions Applicable to Assignment and Sublelting

i) Regardless of Lessors consent. no asgignment or sublsliing shalr (i) be effective witheul th express woilan aEsEMpTION Oy such
RENGUEE Or SURessa Of 1he ooligalions of Lessee under s Lease, (1) refease Lessee of any obligstions hareunder. or (i} alies ke primany [sbilily of
Lesaaa for the paymen) of Rent-ar far ihe pedarmance of any alber coigatons o e perfanmed by Lessese

ibh Lesges may nocepd Renl or periarmance of Lessess odlganons Iram any persan cifier han Lesses pending apgrowal
af e gasignmeant. Nejther a delay 0 the spproval oF dsapproval of such askigirment not Ihe acceptance of Rert or parfommance shisl can

|H.'
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eioppal of Lessor's nghl o exercize [1d remedies for Lessee’s Defauk or Sreach,

() Lessar's consent to any assignment or sublesting shall aol cansiiie o cansen b any subsequend assignment o subletling

Idp Iry fhe avenl of any Defaud or Breach by Lesses, Lesssr may poceed direcly aganst Lessen, any GuUaranions or aryone s
responsile for e partermance of Lesses's cbligetions under this Lenzs, incuding ary assignes or Subiesses, withoul Frst exhaustiog Lessars remedies
aganGL any aiher perEch of enlity responaibie therefore 1o Lessorn or any secuily held by Lessor

[#] Each reques| far consent do an assipnmanl o sdtdedling shall be in wnling, sccompanied by infarmation relevant to Lessor's
deterrminglion as to the financis and oparational respongitdily @nd approprisleness of the prapased assgnoe or sublasser, ncluding Dut not lmitad lo the
THEMKIED usit andion (equirsd moshcation o e Plemeses, § any.  Lesses agrees t0 provicde Lessor with such ather or acdiionsl sifoematan sndtar
documentalan 85 may be reascnably reguested. (See alsc Paragraph 36]

(f) Ay assignae of or sublesses UNder, tis Legsa shal, Dy reasan of accepling Such @ssignmen or entenng mio such subleass be
deamed 1o kawe sssumad and agredd 16 tenfar Bnd cemiply with egch and every torm, cavenant, condiion and obligailon hersin o be observad e
partorad by Lesses duing he tem of sad assgrment or subigase, other than sieoh cbigatons as ans contrary 1o er incinsislent wilh provisians of an
asEgnnenl o subléase 1o which Lessor has specifically corsartad o in wrillng,

(g} Lessor's consent to any assignment or sibletling shal ol vansfer b the assignee ar sublessee any Dpson granted ta he anging
Lessoe by inis Leagse unless such rensier 8 speclically consented 1e by Lessor i witng. {See quamh 39.3

123 Additienal Terms and Conditions Applicalsle Lo Subletting. The fllavwing terms and condtons shal spply lo any sutdetting oy
Lessne of 4l or @y part of ihe Fremides and shall be desmed included in all subleases uncer s Lease wheiher e nal expressly neorparated Memsn:

lay A6 further definesd v Firet Asdendum, Artcle 5, Lesses nesely sssigins snd iranslers $a Lassor all of Lessee's intorest in ail
Rent payable an any sublease, and Lesser may colect such Rent and apply same fowars Lessee's obfigations under fhes Lesse; provided. herwsyar, thet mdi
8 Breach &nall poour i dhe peformance of Lessee's obligations, Lesses may coliéct said Ranl 2nd ohare Fent with Lessor as gefiesd in Flrst
Arddsndum Lessor shak not, by neason of the foragaing or any sssignment of guch sublesse, nar by reasan of the coldeclion of Rert, be deamad liabis 1o
Ihe sublessae for By failre of Lesses ta perfanm and comply wilh any of Lessea's coligabions 10 such subiessae. Lesses herely irrevocably aulharizes and
dinels any #uch sublestee, upon recmpt of o witten notice fom Lessar sisting thal & Breach exists in the gedurmance of Lesses's colipalions under lhis
Lease, w0 pay fo Lessor all Renl due and 10 pecome dus unoer e dublaese. Subleases shall rely par any such notice ram Lessor and shall pay al Rents
%0 Lessor without any ebigation or nght o inguire 88 10 whelher such Bresch exisls, notwimslandng any clalm fom Lesses o the consrary.

(k] I the event of & Breacn by Lessee. Lessor may, @ 15 aption, raquirs sublasses o alom 1o Lesser in which ewent Lessar shal
wiiledake te abigalons ol fe subtessor under such subleasa brom he me af he exercige of said oplien lo (he exsrmion of such subloase. provided,
Powenver, Lessor shall net ba Sebie for ary pregaid remts or se<urity depasil pad by such sublessas 1o such subsessar o for any prics Deleulis of Bresshes of
SLEh SubkE SR

(£} Ary iatter requering the consent of the sublessor under @ subilaase shall 20 require iha cons2i of Lessar

[d} Mo sublessee shall furiher assign or subled 2k oo gy pan af the Premises withoul Lessor's prior 'wiilten consen! whics shall rot be

linraasonably withngld.
|8} Lessod shal defver a copy of any noloe of Defaull or Breach by Lessee o the sublessee, who shall hawe the ighl o cere the Defamt
al Lessee wilhin fhe grace pedod, § any, specified in sush notice Tha sublesses shall have & righl of reimbursement and offsel fram and against Losseo dar
any =uch Defauits cred by Ge sublssen
13 Dwfault: Breach; Remedies
131 Detault; Breseh, A "Defsult’ is defined as-a fallure by tha Lessas ta comply wiin or perfemm sy of the ferms, covenants, candians or
Rules and Regulatians under this Lease. A "Breach” is defined &= e cocurence of ane or more of the fokgsng Defauts, and 1ha 18iure of LeSEES b0 ture
sueh Dafault within &y applcatie @ace period:
1) Tne abandanment of {he Premises: or the vacaling of the Fremises withoul providing 8 commencially reasunabie level of secwrity, or
wharg b coverage of the propery insurance described (i Parsgraph 8.3 i jpopardized a8 e resull thereaf, or without providing reasonabee assuwrences 0
mTEmize pelenta vandaism
1) Tne fgilure of Lesses o make any payment of Hant ar any Seculy Deposil required 10 D8 mads by Lasses hemnder whether o
Lessar ar ba & thid parly, when dus, to provids reasanable evidenco of MEWFENCE o BUrEly bend, o 16 fulfil any coligation under this Lease which erdangors
ar ihrestens e o progerty, whens such filue continues for 8 period of 3 busness days falowing wntlen nofice @ Lessee
151 Tre Tadure by Lessae o provide (i) reascnabds wiitten evidence of compliance wilh Appliceble Recuinaments, (@) (e ssrice conlacts,
(] e raBcissian of an uisulfirized assignment ar subletling, 1) an Estoppel Camficats, |v) a8 requested subordinalion, () evidenca conceming ary
guiranly endfor Guaranion, (vi) any document requested urder Paregraph 41 (easemeants), of (vii) sy ather decumentatisn or micamation which Lessor may
reatonably rqure of Lassea undor the tems- of 1he Leasa, where any such ladure conlinues for a panod of 10 days follewing witien nalice Lo Lesses.
i) A Deteul by Lessee as 10 the tems, cowenanls. condbons of prosisions of ihis Lease. or of ihe rules sdopled wdes Paragraph 2.9
Prent, ciher ihan hose descrined in subparagraghs 13 0(a) [0) or (6). BD0wa, whare auch Defaull continues for o pencd of 30 days after wittan notice;
provided, howeer. that it tha nature of Lesses's Diefault is such ihar mars than 30 days are reasanably requred for its cura, then A shall mat be dsemed to b
a feach 4 Lesses commances such cum within said 20 day perked and (hensifter digentty prosecutas such ture 1o eomnpletian,
Ik The occurrence af anmy af he foloeing @wents (7] tha makiag of any general araagement or assgnmant for e banall of cradtars,
W} becoming 2 “debtor” as defined 11 11 LLE.C. § 101 ar any successar stabule thamlo (Wvess, i the £asa af & pelilicn Tiled against Lessae, the sama is
dismissad wiihin B0 daysl; (i} ibe appoirdment of a nstee or ecanver i lake possessian af subslanlisly all of Lessoe’s ass«ls ocaled al e Premises o of
Lasdedd siléresl in Fus Lease, whore possession is ool resioned o Lessee within 30 days; or (v} the altacnmant, ssecufion or other |udicial asizure of
zunstantially ai of Lesser's assels lceied 8l the Premises or of Lessec's miemst i s Lease, Where 5ue Seizue @ ol decharped witin 0 cays:
prosatiad . horsesel. @ e avanl that any provaion of thes subparagraph (aj is confrary bo any apobcabile faw, alch provigion shall be of no force or sffect, ang
real affecs the valdiy ol the rematrung provsions
(M) The diseavery that any linanclel slalement of Lesses srolany-Buassaler given to Lassor was malanaly lalsa.
it HEh b i i o Lk G-t H 13 [t [T Y f:.-v-nlnr_ {E}-Sha w3
Gl - HAbA iyl SHBCE Lo e L o3 olRar-Shan-S1-3CE0rana-whir- e 10 o -suth-guarasiy—s}-a-Gual
j e 1 G i b b i i duk fs e b b oF i "

basic and

s {afr i " L ¥ \ £ - La “r s i
L fi A s “nalice ol puch svint e povilewelitasitam alivi-asu - :
WMW b Trrr e N e po e TAETICE ! ol -3 el dhat-auleisd-gi-ikssi 3 ouliun of

=

138 Remadies Il Leszon loils s perlomm ary of ns affirmative duties of abligaticns, withm 10 days afier writlen nogles {or in case of an
SMETpENCy. wWihoul notae), Lesser may. ol &5 oplion, penterm such duly oo chigalion on Lessae's behall, Including bul pol Erited o ke absaining of
teagenably required bonds, nswance polkes, o guesmmenial licenses, permils or approvals. The costs and expenses of any such pedanmance by Lessor
shadl ba due and payania by Lesses upon recespl ol invocs sherefor H any check ghven to Lagsor by Lesses shal nod be hanared by the oank upan whizh |
S drav. Lassor, af s oplion. may fequire all future paymenis (0 be maie by Lesses 1 bé by cashier's chece |1 e evant of a Breach, Lessar may, wilk er
ol turiber malice e demand, and wenout Smilng Lassar i the exesase of any right or mmedy which Lessor miy have by reasce of such Breadh:

{a} Terminate Lesses's right lo possesson of the Promises oy am fewful means, in whish case this Leass shal tormnats and Leosee
shall snmundialety suander possession o Lessor insuch even Lesacs shal De enlitied 1o recaver fiam Lessee. 1) the unpaid Rent which had been sarmed
@l the tme of termanation, (il Ihe waith al tho fime of awerd of ihe smourt by wisch the wnpoid rent which wauld have been eamed alter Emicslion will e
lime of award excesds e amount of such fenial loss thet the Lesses praves could have Desi reasonably waided, i) the worth al the lime of swand of T8
#mount by whedh the unpaid rent 102 e Balanes of tha larm after the fima of awert exceads e Brmourd of sweh mnial oss that the Lessee provas could be
fRASCNALY AWACR, 00 |l Ay OSier amount pacessary 0 campensale Lessar far il e deinment pradimataly cause by 1he Lessae's Fatilure to perom its
obiigaland under lvs Lease ar which in the ardinary course of thnga woukd be Bely 16 resull therefram, inciuding Ll nel frmited o the cosl of recovering
pessessan of the Premses. expensas of falalng, mduding necessary renovalion nd ibesalion of the Premises, reasanable atemeys faes, and nat portian
aof any leasing comimisnon gad by Lessar in connestien wilh is Lagse appicable 1o the unexpings e of nis L0858 The worlh &l e lme of award of the
amourd refermed i0 in prowson (i} of T immaniated precadng senlence skall be campuled by disfounting such amound al e discound rate of the Fedeal
Fezerve Bank of b Dsinct wikin which the Primiaes aid [Gtebed & e bme of award plus coe percerd.. Effaris by Lessor {o miligale damagas causad. by
Lessee's Breach of this Leasd shall nol ware Lessos's dght 1o recover gamages undes Parigrank 12 |F terminatan of tis Lease is abisinad thiough the
Prewsional reviedy Of wilewiul detdiner, Lessor shall have the nght to recover in such pioceeding any unpaid Rant and demages as are recowerabie thersin
or Lessar may resaie [he nght fo recaver al o any part Mereal in-a eeparate sull If @ notice and grace pevied required wder Paragrapn 13,1 was nol
HYE\GOLElY Qe 8 MG 12 paY TeAL oF Quil. o 1o perfiam of quit given 1o Lesses under the ualewlul detaier staduse shall siso canstilue the natica recuired
oy Pamgragh 131 (0 such case, the applicabie gruce penod requited by Parsgraph 131 and the unlzwiil delanor statule shal run eoncimenty, and the
tailure of Lesage bo cuwre the Default witha tha greatar of e tw Sweh gride percds shall canstitute baln &r unlawlul detainer and o Bieach of this Lease
entiting Lezsor 1o the remedqes pravdad o in Mes Leass andir by said stalutn

bl Coaliue e Lease ard Lessec's nght ta pessassion and recover (ke Rent as ¢ becamas dug, in which el Lesses FitEy Sublet o
asagn, subject any ie reasonsule Wmdatons. Acts of mainterancs, elfcas 1o rdel, andior the appeirtmant of & receiver ta pralect Bie Lessors intargsts
Bheak fal corstie a termingtion of Ihe Lexsee’s Gl 1o posssssion

1£3 Pursue aay ofhar teimedy raw of nerealtar seatable under the s o |udicial decigions of the stata wharain fha P localed,
The exprationor larmanaton of e Lease andfar the tarmination of Lessas's ight %3 possession shal pat reheve Lesses from Rabdity ﬁs ?ﬁmg—rm}-
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pravisians of this Lease as lo matters QCourmng or S0Criing turng 1he 18rm refeal o by reason of Lesses's coocupancy of the Premésas
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134 Late Charges Lesses herdby acknoniedges that late payment by Lesses of Rent wil cause Lessar ba ineur coats nel contemplaled by
I Legse, ihe exact amount of which wil be exremely dificull i@ ascetan. Such oedis indude, but 8re Aol imiled 18, prosessing and accounting charges,
and late chiarges wdich may be imposed dpan Lessor by any Lander.  Accondingly, d any Renl shail not be received by Lessor within & daws aler such
ampunt shail be due, then, wilhout any requrement for nolice to Lessee, Lesses shall pay ta Lessar o ora-lime iate charps aqual o 10% of B&ch susn
QGG Bmounl gr 5100, wischewer is greader  The parties hersby agroe (hal 5uch 1818 Sharge represants & fair end réasonabie estumate of the cosss Lessor
wid incur by feason of such ke payment  Acceptance of such lBle charge by Lessse shall i no event constibute o waiver af Lessee's Defaglt or Broagh with
FESSECT 10 BLCn CEdUE amount, nor prevent ha exerciss of By of the other rghls and rememes grastes hereundar  In the evant thal & ke chams is
payanla nereundor, whatkar of aoed colfecled, for 3 corsecutive instaliments of Base Fonl then nalwihsiamding any prowsian of this Leass o the cortrary,
Gasa Fant shal al Lessors oplion, became due and payable guaredy in advance
LR ¥} Interest Aoy moneleny DaymEnl due Lessor kereunder, alher than late charges, not ecocved by Lessor, whan due 83 10 sonsdules
RAyTRNE (Guch as Base Rent) o witken 30 days followmg e date en which iE wes due for nonschedued payment. shal bear interess from the dole whan
due, 85 1o scheduled piyments. ar i 3155 day afer (| was Bue as 18 nanscheduled poyments. The inlerest (“intarest”) charged shall Be comautas & the
rale of 10% por annwm bul shall nol exceed ife maonum rake sliowed by e, intorest 5 pagable 0 adaiton fo the potenlial iete charge provided for in
Pasagraph 134
136 draach by Lessor
(a) Motica of Breach  Lessor shall nol b2 geamied i breach of this Lease uriess Lessor fmls within & reasooabés e 1o parfaim an
obigalion resuired [ be petommed by Lesdar. For purpases af this Paragraph, & repsonable Sme ghall in no ewent be less than 30 days afler receipt by
Lessar, arvd any Lendsr whase neme end aduress skall iave been furmished Lessed in wiling for such purpose, of widlen nolice specfang whemin sich
obligalian of Lesser has not been pesfarmed, privaded, hosever, Ihal e nature of Lessar's obigabon i such that mors inen 20 cdays are raEgonEDly
required far its pertcnnance, hen Lessor shall not 0g in breach if perfammance (s commenced 'withn such 30 day panod and inereefier dilganty pursued o
campleton, Motwichstanding the feregoing, If there 13 imminerms dsnger of injury 2 persan or proparty, Lessor shall cure sush default

rmredistely

(b} Performance by Lessee on Behall of Lessor  In he event that neilher Lessar nor Lender cures 28id besach wehin 30 days afler
receipl af eaid notice, ar il hawng commenced $akd cung they donol diigently pursuwe it 1o comglelion, thn Lessee may oled 1o cue sald braach ai Losses's
expanss arnd offset from Rent e acleal ard. reasonabie cosl 1 pedfom sach cure, prosiced bawever, hat such offsel shall net axcasd an ameunt equsl o
the greater of ane menib’s Base Rent or the Securty Depost, restrang Lessee's righl 1o sedk reimbursement from Lassar. Lessee shal decumant the sasl
of 5aid gure and suppy Baid decumenialion o Lessor
(LR Condemnnation. |F the Promeses or any portien iereof ere taken under the powes of eminenl doman or sokd wdar fhe threst of (ke exercise of
E8if [ower (Colectvely "Condemnation”), this Loase shall terminate as 10 e pan 1aken s of (ke date the candemning autherity takes hile o possession,
whichewer Brsl ocoirs f more than 159 of the reatable Boor siea of (he Premises, or mara than 25% of Lesses's Resarved Parking Spaces, ¥ ary, are
fnken by Condemnaton, Lessee may, al Lesses's optan, 1o be @xercisad 0 waiing within 10 deys 8f%er LEssar shall v given Lessas wiglen ralice of such
faking o i e agence of such nofoe, withen 10 days alter ihe sondemning autherity shall kave taken possession) terminabe this Lease as of 5o dals e
ondemring auihonty takes such prssassion If Lessae does nal ieeminate this Lease in accordance with th faregoing, Inis Lease shad remsin in fl focs
amd affect @5 10 tha porion of e Premiaes resaining, excepd fhat the Base Rent shall be reducad in propadion fa the feduclion m uliity of e Premizes
caused Dy such Congemnation  Condemnation awards andior paymams shall e fhe property of Lesser whafier such award shall bo made a5
creiperEation far diminuian n wakee of Me Basenoad, (ke vaue of the pan aien, of lor Seversnce demages: provided, howevor, that Lesses shall ba entilled
1o any compensation for Lessee's mlcation expenses, oss of business goodwll andior Trada Fidures, without regand 1o whelher of nol this Lesse is
levminated purseant (¢ e grovisions of is Peragraph AN Aleralions and NG Instalasars made |0 e Premised by Lessee, for puposes of
Candarmnalion ordy. ahall be consivarsd the property of the Lessee and Lasses shall be entiled t any and &) cumpersatan shich is payatle hemice |n the
2uenl tat his Ledse is nal tormmaind by reasen of the Cendemnation, Lessar shall repas any damage ta the Pramises causad by such Condamnatan.
1] Brokarage Faes.

o L ama) He-dbkibon G0 e payiceite eeed-porseant- e Barsgaiho 1 Do s n ieas-bessor gl the Brokess
i vk GF-BFoEE 4| ui S a—ib B OB M- LA e aE e rabis 1o e D remase s oralhd

[ R eIy hrj..-n Fiech S b Ha-B I i : v | H i [Ty =7 -t il — St I
k- dhae i rha e bt Ay - aia-oi-an-osaBlakia- cRaee-harai—har: Lengar-sisd pay Brokess-—a-die-n

b 5
16.2 Assumption of Obligations. Any buyer o ransderse of Lessoc's interest in $is Leass shall be deamed 1o have assued Lesscr's
thenation hessurder Snokers shall 2 third parly beneficanes ol e provsons of Paragraphs 1 40 18, 22 s 31 1 Lesane file 4o pay o Brokess ey
BECUNGE duk A and fof brokerage fees peraning fe Mis Leass when due, fhen such smoumts shall sccre (rherest. |0 acaitan, if Lesscs [0S 10 pay &y
amounts 10 Lassess Hruker when cue, LES5ee’s Broker may send willen febcs a Lessar and Lessee of such failwe and if Lesscr fails to pay such amaunls
within 10 tays afler said nalice. Lesses shid pey said mones [o s Broker and ofsed such amounts against Rent. in sddilicn, Lesses’s Brokes shall be
desmad ta e & thind perty beneficieny of sy commission agresmenl enferad mle by ardier between Lesser and Lassars Srakes for Mg mited papase of
caliacling any brokeraps f=e owed
152 Representations and Indemnities of Sroker Helationships, Lesses and Lessar sech represent and warmant (o the aibar that & has
had na deairas with any person, fim, braker or finder (othar than tha Sokers, Il avg) in cornection with his Lease, and thal no ona aihar then =aid named
EBrekara i entitled to any commission er findes's fea in conneclion herewith. Lesses and Lesses do aach herelby agree 10 indemmnily, protect, deferd ang heig
the ather harmiess from and against babiily for compensation o charges which may De claimed by ary such unnamed braker, fnder oe other similar pary by
reagan of any degingd or actars of Ihe ndemmifyng Pary, Inciuding any costs, axpenses, alltimeys' fses reasanabiy incurred wilth respact therede.
16 Estoppel Certificaies.
L) Eech Parly fas "Responding Party") shall within 10 days after written notice fram the atber Pary (Ihe “Requesting Party’) sxacuts,
acknaviedon and deliver 10 ihe Requestng Party a siaierment inwiling 0 (o samilar 1 the Bien meos! curend “Estoppal Gartiticate” larm pubkshed by ihe
Amancan Indusiial Real Estale Associatan, plus such eddilicnal information, confirmation andior stalemants as may ba (esscrably reguested by the

Requesling Party.

i If e Respendng Party shall f31 1o sxecuts or defiver s Estoppel Certificats within such 10 day pericd, ihe Reguesting Party may
eRecule B Essappel Certficale staling that (1) the Lease i in Al force ard effect wihoul modification exceal as may ba represerded by he Requesing
Faty, (i) ere are no uncured defaults in tha Requesting Pary's performance, and (4] If Lessor s e Requesting Pary, not moce thai ore monlhys renl has
ten pEd i advance Prospectne purchasers snd encumbrancerss may raly upan the Requesling Pary's Estoppef Cerfilicate, and the Responding Pary
shixl be estopped from denying the trush of the facts contained i ssid Caiilicate,

{c} |f Lessor deciras fo fnance, refinarse, or el the Premses, o ary par theeo!, Lessee and all Suarantars shall deiner 1o sy
polenial lerter or purchasar designatad by Lessar such fnancial statements as may be reasenebly required by such barder or purchaser, inclidng bt not
lirehect v Lessae's financiel slatements for ihe past 3 years. Al such fnantil stalements shall be receved by Lessor and such [Bnder of purchaser in
confinence @nc shad be used oly far ihe guposes henin sl fodh:

i Defindian of Lessor. The e "Lessor” as used hesein sholl mean INg owier & ownes &t e ime in guestion of tha fee fille o he Pramisas,

or. f 15 7 8 BubleEsa, Bf Ine Lesses's interest in the prior lesa. 10 e ewent of o frarsder of Lessor's HEe or intorest in the Premizes-gr this Lease. Lessor
sha dellvir 10 1he renslerse ar assigrea i crsh of by credils ny uused Securty Bepssit heid by Lasaod  Excepl 8s grovided m Paragraph 35, upen such
IrArEied o assignment and dalivery ¢f the Secunty Deposit. as aforesala, Ihe grar Lepscr shall be releved of at Eatality with respect 10 [ha abligations ardice

coveranils under this Ceass thereatter 10 be perfarmed oy the Lessor Sumecl lo the foregoing, the chigatans andior covenants in nis Lease 1o b
parfiemad by ke Lessor shad be ginding enly upon ihe Lessar g4 Nareinabave defined

1E Severabifity, Tra myalidity of any pravisien ob this Lesse, a5 dedarmaned by & coul of competers juisdction, shall in ng way alfsa e ity of
any e pravisin Heeal.

W Days. Unlecs otnenwica specifically indicaled i the comlrary, fe word "days” a5 wsed o His Lease sisall mean gnd refer 1o calensar days

a0 Limiwtlon-on Lisbility  The coligalions of Lessor unger mis Lease shall nce constiiute persenal obfigations of Lassar af ils pariners, membars,

directors. gfticars.ar sharehodders, and Lesses shal loak b the Project, and k2 na cther assess of Lessor, Tor the salisfactian of any llabaty o Lessor wilh
fesped] ta his Lense. and shali ol seek recourse sgainst Lessor's panrars, members, siredtars, afficars or sharehalders, ar any of thas perscnal assets for
such watisfacton,

1 Time af Essance, Tira i3 of Be esseace wilh respect (o tha pesfarmance of all chbgetions io be parformed ar observed oy M P wmef s
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22 fo Frior or Jiher Agreements; Broker Disclaimer  This Lease containg all agreements between he Padies wif respect o any matar
fenlioned herein, and ro alher pror o0 cenlemporanagus agreemant o anderslanding shall be efective, Lessar and Lesses each /eoresenls s00 wamans
ta Ihe Brokers that it has mace, ang i mesing sokly upoo, s pen investigabian as io the naluce, quality, chamcer @ad i | raBpansbdily of the other
Party o IFes Loase and 55 10 e us2, nature, qualty aod chamcier of the Premsies. Brokers have no responsility with reapect thareba or wilh respsct taany
defull ar breach nersod by eiher Party, The liaolity (including coun cogts and gitameys’ fees) af any Broker with respect o negedéation, execation, dodvery
o perfanmidnce by el Lesscr of Lessee undar 515 Lease or any amendment of rodificalion hereto shal be lembed o an amount up 1o tha dee receied by
such Broker pursuant b ihis Lease; provided, howewer. il te foregong bmilatian on each Broker's labiity shai nat e applicatle o ary gross negligence
o willfill mesconduct of such Broker,
il Hotices

231 Notice Requinements. Al notices reguired ar permitbed by this Lease of appicabie i shall be i vnting and may be delvered i persan jby
fang of by couner] oromay Be sent by Mgulae, canified of regisiered mai of U8, Postal Serace Express Mail, wilh postage prepaid, of by tacsimils
transmission, and shall be deemed sulicienty gwen I served in & manner specfed n ths Paragraph 23 The addresses noled adacent ic 8 Paty's
signaurn on this Legsa shall be thet Parly's sddress far deiivery or mailing af ooticas,  Either Party may by witlen nolice 1o the oiher spealy a differont
agdress for nolice. excenl @l upsn Lessee's 1aking possassion of the Pramesas, Me Pramises shal constbuls Lesses's oddress for nalice, A copy of a1
actes o Lessar shall be corcumently transrated fo kuch party o parties sl such addresses as Lessar may fram lime io Hme hereafior designate in witing.

3.2 Date of Notice. Ay nolice sent by regssernd or cortified mal. felum rateip requasied, shal e gaemad given an the dabe of delwary shown
on e recep? cord, ar if no delivery date is shawn, the pastmark Merean I sent by reguisr mal the notios shall be deemad given 48 hours after the same s
addressed as requred heren ang maled wilh peslage prepaid. Motess deiivered by United States Exprass Mall or avermight coumiar tha! guananlon naxl day
delvery Bhad Do deemad grven 24 nours aler deiivery of Be same 50 1he Postal Senics ar couner.  Molices tanesmitled by Tacssmile Fanamissan oc sl
maans el be deamed defiversd upon telephone canfirnatian of recalpt (eerdmmation repon Irom Tax mackene i sufficient), proviced a capy is slao delvered
wid deivery ar mail 1 natice is recewad an & Saturday. Sunday of e8] Folidey, It $hall be deemed ricemved an the next business day.
o ‘Waivers o waiver by Lessor of the Defaull or Breach of aay berm. cowenani o congition hereal by Lesses, shal Le deamed & waiver of any oo
le, covenant of condition nereof, o of ANy subeequent Defsull or Breach by Lessee of the same or of any other tarm, cavenant or candbian haredol
Leszars consent B of approval of, &y ack 2hall nol e desmed Lo fender unnecessany Ihe chlaning of Lesears consant to, of approwal o, ény subsequen|
or simiar act by Lesses, or D8 consleed s the basis of an estoppel 1o andoree 109 grossicn of provisiong of Ihis Ledde requiting such consent  The
acceptance of Rent oy Lessar shall ool be a waiver of a0y DefBulk or Breach by Ledses  Any payment by Lekses may be scoepled by Lessor an accoing of
moneys o damages des Lessss, actethatanding any qualifying tatements or comditions made by Lessee i connecton hamwih, which auch atalements
andor contbions snall be of noforce or effect whatsoewer uriess specrdizally agrend to in writing by Lesser al ar bafors the lime of deposi ol such payment,
25 Disclosures Regarding The Mature of & Real Estate Agenty Relationship.

&} \When entenng into a discussion wilh @ feal astate agent regarding & real estale tragsachon, a Lessor or Lessee shoukd dmom

Mg pulkel inuesstand what type of apancy relalionship or represemalion it has wilh Bie agenl or agents n the bensachon  Lessor and Lesess acknowiengs
oeing acviged by the Brokers in this transacion, as fofows

iy Lesscr's Agant A Lessors agent arder s liglitg agreement with ha Lessor scis == ihe agend far the Lessar oy &
Lessors agent or subagend Ras iha foBowing affirmallve chigalions: Toshe Lessor A fiducary duty of Wmaost care, intaorsy, honesty, and loyety n dedlings
wath tha Lasgoe T ;. Dilgent exercise of reasanable skills and care 0 pafarmance of the agents dulies. b, A duby of honest

anil far oaaling 8nd pood f8ilh. © A duty io discose Al facts known 10 B agent maledally affecling he vae ar desimblily of the propery that am nod
krram Lo, or wilhin she ceépar atiention and abservatian of, 1he Paries. An agend is not caligeted Lo reveal fo either Party any corfdertial infermation
obtained from ihe clhar Pany which goes nal involve the afirmalive dutes set forth abous

] Lessa's Agenl An agent cen agres 1o acl a3 agent for the Lesses only. In ihese stualicns, the agent is not tha
Leszar's agerl. even if by agreement ihe agent may receve chmpensalion for sendces rendered. sifer in il or in pad from tha Lossar. An agant scing only
loF i Lessee has the fodosang efirnalive colgutions. To ihe Lessee A fidudary duty of utmast care, nlegrity, honesly, and lwgaity in dealings with 1he
Lessed. To Mg Lesses snd the Lessor & Ddigent eserciss of reasonable skills and care ik perftrmance of the ageifs doties, o, A duly of honest and far
dealing snd pood Failh. . A duty to discioes all facte known o the agert maternsly affecting the wive or desiability of 1he property (hat e not koown 10, 60
wiithins the dilgent alartien and observation of, i Pates. An agent s nol abligated 1 reveal to either Pamy any confdentisl nlarsakion obEined fram Lhe
cthar Pany which does il iivobe the atfinmative dalies sei farh above.

i} E A renl estale agent. eisher act:ig dracthv of Iheough ong oF mom
axzotigle licenzes, can legally Be Iho #gonl of Dodl 1he Lessar and fie Lesses n a transaciion, but only with lhe knawedge and canseit of otk the Ledsor
ard the Lessae in & 0us apancy allusbon. (he agent has the folowing alfirmalive obigaticns ta beth the Lessar and ke Lessee: a. A fiducary duty of utmost
care, intagrity, henesly srd loysEty in e doalngs wih either Lessar o (he Lesses b CHNer dubies 43 the Lesscr and he Lessee @5 staled above in
subgaragraphs (i or (1) In represorting aoth Lassor and Lessss, Be agent may nol without the espress permizsaon of the respecive Party, dischse ta the
alber Paty shat the Lessor will acoept rand in ain anaunt less than thal indicatad in {ha listing or 1hal the Lasses & wiling ko pay @ Mighes rent Ban hal
aityned. The abave dulies of e agent m o real eslate transaction do nol relieve 8 Lesace of Lessee fom e respensibility b protect thel own alerests
Legsof and Lesses should carehdly read all agresments |o sesura hal they edeguately sxpress their understanding of tho ansaction. A real esiata agenl iz
a person quaklied to advise aboul real eslate. i1 egal o ek advise & desred, consull @ compatant prodessanal,

L] Brokars have no respanaibility with respect tooany dedaut or breach hersad by eithar Pary. The Rabilily (includng coun cosls .
anianomeys’ 1ges), of &y Broker wilh respect o any breach of duly, eed of Omidson realing 1o this Lease shall nat excesd tha foe recaived by such
Oruker pursusnt £a this Lease; provioed, bowaver, al he fategoing amilaton on each Broker's hability shall nol be apphcabs (o ny [jrods negigence or
walthul miseonddied o sarh Aecdar

iy Buyer and Sefler agree 1o derlify to Sokers as "CoMfdentis™ iy communicaton of nfamation geeen Brokes that s
can&dered by such Party to be confdeniiai
2 Me Right To Holdover Lessee has ne nght 1o relan prssession of ihe Pramsas of ary gar thereal bayend the exaraban o Werminaton of s
Lease In ihe esenl ihal Lessoe naids over, Ihan he Base Renl shal be increased fo | 53% of the Sase Renl applcabie immadiately preceding e gxpiration
af lertiiaten  Nathing coatained herein shall be corsirued as consenl by Lessor o any kolding ayer by Lesses.

7 Curnubative Remedies Mo remady or eleclion hemaunder $hail be deemed exclusive bul sqal, whersyer possibie, be cummilaive win &l oer
remedies & law orn
| Cowanants and Conditions; Construction of Agreement. Al prousend of ths Lease @0 be observed or performed by Leszes ans Doth

coweAdnld acd condilions. In corgiriing this Loass, af headngs ard lilles @ far the convenienze of the Parlies andy and shall nol be cansidered & part of
Ihes Lease Wyhenever required by g conlesd, the singuiar snast incude the plurak and vice versa. Tris Laass shall not be sanstnied a8 if prepared by one of
the Pamas, bid raller seceedng to Bs fair mzaning 45 a whoie, & il both Parlies fiaed prepared IL
8, Binding EHect; Choice of Law. This Laass shall be aindng upen e Farties, 1hae persons rapresentalives, successers and oasigns ond be
AT L e e of the S48k in which She Premisos are iodates. Ary igesan between the Padies hereto canceming this Lease shall be mniligted in he
Caurily in wivich Ihe Prermises ane lacajed.
H Subordination; Atlormment; Nan.Disturance

0.1 Subordination This Lezse and any Daticn granled hereby shall be subiest and subordinale 13 aty ground leass, mangsge. doed of
truet, or oifer hiypoileacalion or secenty davice (colsctivily. "Security Device™|, now ar hereafter placed vpen the Premises, o ary and all advences mads
e lhe security Bereal, and to all mnawels, modilicetions, snd exdensions thereol  Lessae 3grees INAL Ihe Poiders of By such Secunty Devices (in his Loasa
legetiar rafeved fa as “Lender’) shad have ne istilty or obdigabon 1 pefarm any of the ablipations of Lesser under Tis Lease. Ay Lender may ekl 1o
have s Lase andiee ary Cplion granted hereby suparor (o the fien of s Security Device by gleng weitien nalice Hereafl 1o Lessee, wheraupon ths Loase
and suzh Cpliens shall b desmad priar B such Secuity Device, notwilnalanting e relative dates of the documentation of recordaton thersgt

30, Atternmant. |n the eend that Lessor Wensfers litle to the Fremises, or the Premeses e acquired by enother upan the foreciosurs ar
wernation of a Securily Dovice fo which this Lesse & subardnated () Leskes sNall, Subject \o the neadsturbancs prowsions of Paragrmph 303, atlom to
SUEN THA Gemian, B Lipai reguess, enter imfo @ neve Inase. conlaining &l of ihs erms and povigsians of this Lease, with such naw owner far e reranser of
Ihe e Perec, ai, al Ihe aloction of such new owier, Ihis Laase shall sutomaticaly becama 8 new LeBse batweer Lesses and such new swner, upan allof
twe terms and condgiors harecd. fos Ihe semainder of the larm heneaf, and (1} Lessar shal thereafer pe felaved ef &y furiher abdgalions hersunder ard sush
new owmes shat assume 2l of Lessod's abiigations herauncar, 2xcept that such rew owmsar shall not: (o) ae ljabie far ary acl or Ginission al ary prict [Esaor
o wift redpect b evenla GCCLTVIG SRDT 10 BOGLEBON Of owaersldp; (B) be subpct fo any ofsats ar defenses which Lesses mighl Bave aganst any prar
masor (o e Do By prepayinent of more ihan ene months ent. or dh te fsble for e rélum of any secarty deposit paid 1o any priar Eesor, Lnlese
PEC e By new pwener

aa fon:Disturbanes. Wik respect 16 Secuwily Davices niened aie by Lassor aHeT ha Bxecution of this Leass |esses's subordnolion of
this Leasa snall be oiljedt 16 recerang & commendaly reasonabie on-disturbance agreement (2 ‘Non-Oisturbance Agroement”) from ihe Lender which
horeDislstance Agréemenl provides ihat Lagsee's possession al the Premises. ang this Laacs, neiding ary aplions Lo sxtend (s term hereol, will ral be
disharbag =0 long o8 Lessse 5 nolin Braach hersed and altoms 9 B0 record ownier of (e Premesss. Furiher, wilfm 60 days after the axeculicn of this
Leage, Lassor shall uss &8 comntercally reasonabie effarts ta obtain a Non-Distuibance dgresmen from tne holder of any pra-sesting Sacunly Device which
& Setured by the Premiges. (ntne event that Lessar i5 unabie 1 provide the Non Crturbance Agreement witnin said 51 deys, then Lessse Moy, al Lessae's
aptan, directly contact Lendar and attampt (3 negetiale far the execugion and delivery of a Nen-Disiurbance Agrasmand

4 Self-Erecuting. The agreemants contaned in fis Parageah 30 shall be effociwe withaw! the exacution of any lurihdgd documents;
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bravided, fiowevar, it upan witlen reguest from Lessor of & Lender n cormection with a sale, firancing or refinancirg of the Premises, Lesses and Lagsor
shall awecise such furthar witlings as may be regsonably requred o separaiely docyment any SUOSAINANAN, aorament andlar Moa-Disturbance Agrasmen
pravated for neren,

3 Attorneys’ Feos. [ pay Parly or Srokar Drings an schan or precseding malving she Pramises wheiher tounded i b, contrast or aauily, of ta
decipre nghts nereunder. Me Pravaling Pany (a3 hereafter defined] in any such proceeding. acfion, of sppeal Merean, shall be enbiled 46 reasonabie
allomays’ leed Swch Paes may be awarded in the same sul of recowerod Ut @ separabe sull, whether ar not such ackon o proceeding is pursued 1o docision
o judgment  Tha term, “Pravaliing Party” snall includé. without limtation, a Parly ar Brokes who suastantially ablains o caleats the reliel scught, as the
EaE may be whalher by compiimiss, selliement. judgrment, or the abandoomant By the cther Famy ar Broker of g clam or defanse. The atiomeys' jees
anvacd ghall nb} be campuled in accardance wilh any cour fee: scnedide. bul shall be such se w fully reimburse all atarmeys %es reascaobly incamed  In
wddilicn, Lessor snad bo arsiiled 0 @tbomeys’ 1983, coste &nd experses incurred in the preparalion and service of nolices of Defaull ard censullatans in
ceanastion Manswith, whathar of Bl & legal aélion & subseguenlly comenencod In cannacton wilh such Defadlt ar resuting Breach (3200 is & reasonable
ML pef aecurrence for such sorvicas and consutaticn),

32 Lessors Accass; Showing Premises] Repairs Lossor ang Lessor's agants snad naws INE ngnt 10 entar (e Prermises 8l any 1ne, o he case af
B erergency . and olbarsmse o reascnsbls bmes for the punpese of showing Ihe d&me o prespedlive purchasers, lenders, ar lenants. and making such
allevatians repairs, amprovoments or adotons 1o Ihe Pramiges &8 Lessar may deem recessary ar cesirble and the eracting, wsng and maintaining of
ulllites, seroces, poes Ang condulls Iveugh e Presmses and'cr alher premises as lang &5 Ihere (5 no material sdverse affect (o Lesses's use of the
Pramesas. Al such actities shall be withoul abalement of rant or liakdity 1o Lesses. Lessor may al any time place on the Promisas any ordinary "Fos 5ol
sgns ard LESsar may durng e (a5t @ maiitha of he lerm herend place on he Pemisss sny ordinany "For Lease” signs, o0 addibon, Lessee shall have the
fightl o fakain keys to e Premses and to unloce @l doors in o pon he Framises alber ihan 1o fles, vsults ard safes, and in ine case of emeapency 12 enler
Tle Premises by any reRsanably aporapiate means. and ary such sniry shall nol be deemod 3 forabie o unlasdul antry or desainer of e Precnses o an
owctian Lessed wisues any cherges lor dasnages o injunes or inleference wih Lesses's propery of businsss in connectan tharewith

3. Auctions. Lessen shall not conduct, ner parmil 1 Be GoABuslsd, any autlion upan the Premises withaul Lessars prior whilten consenl Lessor
shiall nod be abligated 10 @Xarcise 6y S1an0ard of reasanabieness in determining wheiher o pemmil an suction,

4. Bigns, Leszze shall nat place any sigr upan tha Project withoul Lessars arian wriiben consenl

35, Terminalion; Merger Unless specficaly siated cthenwise i writing by Lesear, (he voluntary or aiber surender of tus Lease by Lesses, ho

Mutual termenalion of cancelation hereof, or a dormmation heveof by Leaser for Bregch by Lesses, shal aulcmalicaly terminaie any sublease oriasser astate
in the Fremises: provded. however, thill LESser may elec! ks cantinue any ane or all exsling subterances Lessors alure wilin 10 days Ralkieing eny sudh
evant 0 alect 1o the conirary by wrillen notice 1o the holdér of ary such fesser interasl shell conshitule Lessors slection 1o have suen evenl constiuie the
lermination of such intaress.

k[ Cansenis  Excepd a6 alnersiEs provided herein, whereser in this Lease e consant of & Parly I8 reguired (080 8e4 by o for the other Party, such
coneerl shell rgl be unreascasbly wahhels or delaysd. Lessers actusl reasonabls costs and expenses finchidng but nol bmited fo archilects, allomeys
ergrigers’ and alher consulants’ feas) noumad in 1he consderatian of, or redponse 1o, a request by Lesses for any Lesaor consant, miehading but ol limded
Io cansends to an essgrmend, 8 subletling o 1he gresence of wee of @ Hargrsous Substarca. shall D pesd By LESSEa uUpoa FACER! Of A0 Flviice and
SipRaning documennation Ihendfor  Lassor's oonsent iz any act, assignmanl or subleling shal nol constitule an stanowisdgment (ral no Defaul or Breach
oy Leddes of this Lease sasts, nor shall sucn consand be deamad 8 walvar of any hen exisling Default ar Bresch, excep! as may be cthenwise spadifcaly
=tated 0 wiling by Lessar al e bme of such consenl.  Tre faeliure lo specily Derein any paricular conditon 1o Lessor's consant shall nal preciuge (ha
Impostan iy Lessar @t ihe lime of congent of such furber or alher condfans a5 arg fhen reasonadle wih refarence o he padeular matiss dar which consent
15 bedng gven. I the evenl thal either Parly disagrees with any detarmengbon mede By the oiher hereunder and reasonably requesss the reasans for such
determination, e delermining party Shail Tumisn 12 (@8200S o wilting ard in reasonable dedpl wittin 10 business gays fallowing such roquest

e
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3B, Quiet Passession. Subject to payment by Lessee of he Rent and padoomance of all of e savenants, canditions and provisions o Lessee's par
1 b observed and pedomad undar s Lease, Lesses snall have guiet possesdion and guisl erjoyment of the Fremisas during the term hanasf
1} Optiong. o Lessee s granted an Gpiion, a5 oefines ek, en the iolowing proviaiona snall apply,

e Dafinition. "Oplien” shali imean |a) the nght io extend e term of o renew this Lease o jo axbend of rense any lease Mal Lessee has
on Cined propey af Lessar (o) the rnght of finst refusal or first offer to lesse eilhar Be Premises or alber property of Lessor; fe) the right io purchase o tha
right of firsl refunal to purchase e Premises or oinoe propany of Leasar,

w2 Options Personal To Original Lessea Any Gption grantad to Lesses inihis Legas 18 personal io e crignal Lesses, and cannat be
assigned ar esercrzed by anyone oiher than saio onginal Lesses and only while 1he anginal Lessae is o full possession of the Promises and, If requested by
Lassor with Lassee ceridying that Lessee iss na mlenon af thereafler nssigning o sublesting.

383 Multiple Cptians, 0 e auenl hal Lessea NEE sy malliple Dptians o edend or renew this Lease, a laker Option canral b aencsed
untess Fe pron Options have been validy exertsed.

R4 Effect of Defauit on Gptians.

(@] Lessen shall neve no nght o axercise an Calion: (i} duding the pencd commencing weth tha ghvng of eny natice of Defsull ang
confinung unbl sainl Defaull is cured, (7) daring the periad:of tme any Rent i ungaid (wihow rogard 1o wiethar ralice Ihereal is gvin Lessee), (H) duling ihe
fimea Ledees 2 o Breach of i Lease, ar (ivh = the pvent ihat Lesses has Desn given 3 or mare aolices of sagarale Defauk, whelber or not the Dedauts am
curgd, during fe 12 month penod mmamedalely preceding the exercise of Le Oplico,

(B) The pericd of kme wilhin which an Option may be exercised shall not be exencad oo anlargad by reasan of Lessee's inabilty 1o
OXATTeE & Jplion Decawss of Me prowsons af Pamsgraph 35 4(a)

(2} An Option =nall lwminats and ba of mo furiher force of effect, Patwiibelanding Lessse's dus and tmely evsrcse of the Qptian, o, aftar
Such exercise anc paor 1o the cammencamant of (ha extandad tenm of corglelion of the purchase, (1) Lessen fais to pay Fenl for & perad of 3 deys after
such Renl bacomes due (wathoul sy raceasily of Lessor o gree ratice thereaf), or i} if Lessee cormils & Breach ol his Lease.

40 Security Measures. Lessas Nerchy acknavsanges that he Rert payable lo Lessar bereunder daes not inciuga the cosl of guand senice or otheat

SeCullly Measures, and Mal Lessor snel fave no obigation whalsoever 10 provide same.  Lessde gssumes &l responsibdiny for e prosection of the
Fremises, Lesses, (8 agants and mvde=s and ther prapeny fom e acls af 1hird pamies |/ tha Bwenl, howesver, thal Lessor should elect b proede s=curity
sernces, |en the cosl tereof shall ba an Cperating Expensa

41 Resarvations

(#] Lessar reserees the nght () 1o grant, withoul (he consaet ar joinder of Lessse, such easamenis. righls end dedirasons thal Lessor
desms nocessary, 1) e case e fecirdation af parcel meps and restectians, (i) 1o crezte angiar instal now Wlility raceways, BE CNQ &5 Swin Sasemenld,
nghls, dedicelians, maps. restriclions, &nd wiily racsways do ral tnneasanably nieders with tha uso of the Pramises by Lesiae Lessor may aka; change
e AEme, BdHESE & llle of he Buiding of Propect upon af least 50 days prior wiitlen notice; prowde and (nedall, al Lessse's sspense Bilding standard
graphez on dhe dear of the Premeses and such portlkans of the Cemmen Ames ae Leesor shall reasonably deam oppeograte; grand 1o any essee Ine
BXCAIENA NQNE 0 CONOLC! any DUSHEeSs &5 jong &s sueh exdusive nghl does nol conflict with any rights exprassly ghvan henen; and 1o place sweth signs
nolicas of dinplays &8 Lessor redsenebly deems necessary or advisable upon the rod, exlence of Ihe Budding o (he Prajedt or on pole signs in the Comman
Adeds | essee agrees 1o sipn any documents raasanably requeslas Dy Lessar 1o effectuate such ighis. Tha obstuction of Lessoe's wiew, air, or ighl by any
s¥usiure gracted ) e woinfly of the Bullding, whethar by Lesser of ierd parties, shall in no way a'fec! this Lease of Impose any liabdily upan Lessc.

A sl B e SRR RS R e  l B RS - DD TR 62 e e e Hankling
miﬂfﬂ |k el iats i B i i 4 g ol @, L =1 TTTPo o | e the
hpl-pay. b-ge-prekasl bal-Lesses incure wilkrogasd o suchsplacaian okignihe-onponssa- oL mowig-and-rouesiery
Bl R Py RS e I St i it b ey it of tws it Base Ret—| pla
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[y Lusses shall ol (| WS 0 fepebaniatan (phelograghic or anenwisa) of the Huiding ar Project ar thalr nameda) In connedlion wilk
Lussa's Dusinass, or (i) 2uller o7 parmil ayane, except i emergency, 10 go upon e oot of 1 Bullding,
42 Performance Under Protest, (f af any ome & dispule shall adae 83 1o aoy amount e aum of money to be gad by cne Pamy to ke ather under tha
provEons heveat, the Farty agairst whom ihe obigaton 1o pay tha money is asseted shall hawe the nghl 1o make payman) "under protess and such
poymand ghall nol De reganded as g walurdary payment and there shall surave Ihe ighl @0 the pan of said Pary b netiule sud forecovery of such sum (FQ
ahall [ adjudged thal mens wazs no legal coligsilon on the pan af said Pany b pay sueh sum & ary parl thareod, said Parly- shall be entiied % recovar sush
SLM ar somuch ihanecd as il was nol legally reduved & pay.
43 Autharity.

(@ A eidmer Faty hereto (5 & corporation. Dust, bmilsd dsbily campany, pafnership or smilar enfity, each ndvidual exguting s
Lease on behall of such enlily mpresants e1d wistarsds hat he or she s daly authorized 10 execule and daeliver thes Leass on s uhad. iy snill,
il 34 days afler ragiest, deliver o the olher party satiflacton: ewdencs af such aulhodily V
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(@3 Irnis Lease s azeculed by mone IR are peiscn o erdity as “Lesses®, sach such parsen of entty shal be joinlly and sewmaly
liapda hareunder 11 ie agreed (hal any one of the named Lessees shall b2 empowened to executa ary amendment (o this Lease, ar olher documant ancilary
hereto and bind akl of the named Lessees, and Lassor may raly o ihe same g5 @ &l ol the named Lassses had axsculad suah docuiman.

44 Conlflict.  Ary conflct betwesn e prnted provisions of 1his Lease and he fypewriten of handwiien provisans shall be confroliad by the
Bypewnilen or Rardwilber proviamons

45 Offer. Preparation af (his Leass by eitfer party o [heif agent snd subemssion of sama fo the other Party shall not be deemed an affar i esse o
e gther Famy, This Lease 15 nof intended 1o e Linding uniil executes and delivered by a8 Parias herain

48 Amendments  This Leasa may ba madified only i wiling, sigred by he Parbes in inlerest at the lime of he modsScation. . 45 long as They do not
matanaly change Lessee’s obbgalions hemeurder, Legses sgrees (o make sug masonasie nenmandiany modiicalions o wnig Ledse 88 nay b reascnably
raguined Dy & Lentsd 0 Gonnection vt the obitaming of nommal firarcing or rafinancing of ihe Pramsses.

47 Muttipin Paries. |f mone iGN ang parson of enlily & ramed heein ds either Lessar or Lessos, such maltiple Parties shal have joint and sevinal
raspansitdily 1o comghy weh 1he tanms of tis Lease.

48 ‘Waiver of Jury Tral  THE PARTIES HEREAY WAIVE THEIR RESPECTIVE RIGHTS T TRIAL BY JURY IN ANY ACTION OR PROCEEDING
INVOLYING THE PROFERTY OR ARISING OUT OF THIS AGREEMENT.

ag Medintion and Argiration of Disputes. A0 Acdendum requring the Medatian anddor the Aritrton of 81 dspoles betwesn ha Pames andior
Brakens anising out of this Lease O] is B is not amsched to this Laase
a0 Amaricans with Msabilities At in the event bial as a result of Lesses's use, o Ailenced use. of the Pramises e Amsnicans willh Disakilifieg

Actar any simder law requires modificazions or Me Consiruction or nsalasan o MErcwamEants in of 1o the Prémises, Buldng, Project andioe Common dceas,
e Patiew sgize thal such moddications. construchion or improvements shal oe made ol 01 Lessors sxpeoss 51 Lesses's éxpense,

LESE0R AND LESSEE HAVE CAREFULLY READ AND REVIEVVED THES LEASE AND EACH TERM AND PROVISION CONTAINED HEREIN, AND BY
THE EXECUTION OF THIS LEASE SHOW THEIR INFORMED AMD VOLUNTARY CONSENT THERETS THE PARTIES HERERY ASREE THAT, AT THE
TIME THIS LEASE 15 EXECUTED, THE TERMS OF THIS LEASE ARE COMMERCIALLY REASOMABLE a0 EFFECTUATE THE INTENT AND
PURPOSE OF LESSOR AND LESSEE WITH RESPECT TO THE PREMISES

ATTENTION: NG REPRESENTATION DR HECUMMENDATICH IS MADE BY THE AMERICAN INDUSTRIAL REAL ESTATE ASSOCIATHON OR BY ANY
BROKER A5 TO THE LEGAL SUFFICIENCY, LEGAL EFFEQT, OR TaX CONBEQUENCES OF THIE LEASE OR THE TRANSACTION TO WHICH IT
KELATES, THE FARTIES ARE URGED TO

1 SEEX ADMICE OF COUNSEL AS TO THE LEGAL AND TAX CONSEQUENCES OF THIS LEASE

2 RETAIN APPROFRIATE CONSULTANTS TO REVIEW AND INVESTIGATE THE CONDITION OF THE PREMIZES. 3AID INVESTIGATION
SHOULD INCLUDE BUT MOT BE LIMITED TO. THE POSSIELE PAESENCE OF HAZARDOUS SUBSTANCES, THE ZOMNG AND SIFE OF THE
PREFISES, THE STRUCTURAL INTEGAITY, THE CONDITAON OF THE ROCF AND DFERATING SYSTEMS, COMPLIANCE WITH THE AMERICANS
WATH DISABEITIES ACT AND THE SUITABILITY OF THE PREMISES FOR LESSEE'S INTENDED USE

WARNING: IF THE PREMISES ARE LOCATED i A STATE OTHER THAN CALIFORNA, CERTAIN PROVISIONS OF THE LEASE MAY NEED TO BE
REWISED TC COMPLY WITH THE Law5 OF THE STATE INWHICH THE PREMISES ARE LOCATED
The parties hereto have executad this Laoss af the place and on the dales specifisd above thelr respective sgnatures

Expcuedal Exgouted ar

i - a

By LESSOR By LESSEE

Jack Bamsnger, '?Dm’n,iqfﬂ—:-mans and Dale Harris & Harvis Enterppisd, Ipc. a Hew

York -:.;l‘;;:u\ratfau Fi |

o bimd 1/ 1lf

2 Wama Frinted: Doufflas ¥miaon
Tille: Cuma e Thie Eresideng) & COOD
E-ris b dougd@tingteshve.com

Cffize: (212) BB2-0300

By -
Mo [*rinted: T Taine Priried.
Tille Cwnex Titse:
Byr 3 — Palo Alto Tenant Contect:
hamie Frintad: Dale Desac . Wichsel Janse (E-mallt mieeeltinytachvg com)
Tride: Chmar =i S50 &S-8078
Adoress: oo Dalton Realty Altarnathe Address: 2110 W, 57th Street; Suite 1108

514 jerlgy Street New ¥Yark, MY 10019
Palo Altg, CA 94301

S0 321-3711/ 1850 .';'?_r_—___-_'\B]
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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 o 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 Palo 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 to Lessee within fifieen (15) days of receipt of
Lessee’s writlen 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) dayvs following Lessor’s notice to
Lessee of Lessor's determination and, in such case, the Prevailing Market Rate (FMV) shall be
determined as follows:

(aj Within ten (10} days following Lessor’s notice to Lessee of the Fair Market
Rental Rate (FMV), Lessor and Lessee shall meet or conneet via conference calls
no less than two (2) times, at a mutually agreeable time and i applicable place,
Lo attempt 1o agree upon the Fair Market Rental Rate (FMVY).

23 If within this ten (10) day period thereafier Lessor and Lessee cannot reach
agreement as to the Fair Market Rental Rate (FMY), they shall each select one
Commercial Real Estate Agent (CREA) with a minimum of five (5) years leasing
office space experience in the Palo Alto area, to determine the Fair Market Rental
Rate (FMV). Each such CREA shall arrive at a determination of the Fair Market
Rental Rate (FMV) and submit his or her conclusions to Lessor and Lessee
within twenty (20) days atter 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),

ic) It only one CREA is submitted within the requisite time period, it shall be
deemed to be the Fair Marker Rental Rae (FMV), [T 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
Market Rental Rate (FMV). If the two CREA’s differ by more than ten (10)
percent 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 Rental Rate (FMV) and submit such
determination 1o 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 Ratz (FMV),

(d) 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 anv other costs incurred in the
determination,

Initials
Initizls
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F 1l RE3% ADDENTDUM

FIRST ADDENDUM TO THAT CERTAIN LEASE DATED JULY 1, 2008 BY AND BETWEEN
JACK ROMINGER, TOMMIE PLEMONS AND DALE DENSON AS LESSOR AND HARRIS &
HARRIS ENTERPRISE, INC,, A NY CORPORATION AS LESSEE FOR APPROXIMATELY 2,200
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 following Lessor completion of Tenant Improvement work, with the commencement date no
earlier than August 1, 2008 and no later than August 15, 2008,

1. Base Rate (Full Service):

Months Monthly Full Service Rent
0l =12 £10,305.00

Effective the 13% month of the lease term and annually thereafter, the Base Rent shall ingrease
according to the SF/8J Consumer Price Index, but not less than 3% or more than 7% per year.

3 Early Access:
Lessee shall have access to the Premisss upon execution of the formal lease agreement and Lessor’s
completion of said Tenant Improvements for the purpose of installing furniture, fixtures, voice and
dats communications systems, and any other improvemenls 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 construction period if Lessor agrees such early access shall not unreasonably
interfere with Lessor wark,

4. Delivery Condition:
In addition to the Tenant Improvemenis defined herein, Lessor shall deliver the Premises “as is"
with the HVAC, 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 writien
notification, within the first thirty (30) days of Lessee occupancy of the Premises, Lessor shall
repair any punch list items as soon as possible,

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

243 LYTTON AVENUE, SUITE 150, PALO ALTQ, CA 94301 » (650) 322.2600 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 hall-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, 10 the existing working
light bulbs.

Lessor shall replace the recessed cans (if' a replacement can be found that does not
involve changing the existing celling wall to house a new allermative 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.

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

6,  Conference Room:
Lessor, at Lezsor's sole cost and expense, has provided a furnished conference room on the first
floor for all the building occupants’ non-exclusive 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,

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

8. Assignment/Sublcase:
Pursnant 1o paragraph 12 of the Lease, in the event 2 Sublease is approved, Lessor and Lessee shall
split 30% to 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 Seetion 8, if applicable. Lessor shall have the right 10 recapture the Premises if Lessee
Subleases more than 50% of the Premises,

MNotwithstanding, Lessor acknowledges Lassee 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,

245 LYTTON AVENUE, SUITE 150, PALD ALTO, TA 94301 » (650) 322-2600 FAX (650) 321-0719
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9. Access to Premises:
Notwithstanding Paragraph 12 of the general rules and regulations entered into as of the same date
hereof, Lessee shall have 24 hour/7 day per week acoess to the Premises.

10, Option to Extend;
As further defined in the lease, Lessee shall notify Lessor in writing no sooner than seven (7)
months and no later than five (5) months prior to the Expiration Diate of the Lease of their intent to
exercise the oplion or the eption shall be null and void, The option shall be according to the same
terins and conditions as the underlying lease except the option shall be at Fair Market Value (FMV)
for current office space in downtown Palo Alw, but not less than the last month rent paid.

Determination of FMV s as defined in Exhibit C.

11, Article 50;
Mot withstanding the foregoing Artiele 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 hersin
which are to be performed by Landlord.

12.  After hours:
The parties acknowledge all tenants of the building cooperate to lock the front door after 5:00 PM
weekdays and all day on weekends and holidays,

13, Effect of Addendum :
All terms with initial capital letters used herein as defined terms shall have the meanings asciibed tw
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 Apreed To:

\ r
Lessee’s Initizls ‘{ J1l
5 A

Lessee shall be permitted, at Lessee’s cost, to repaint the walls, trim, doors and shutters

1 a color mutually agreed upon by Lessor and Lessee, which shall be in good taste and
complimentary to 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. n

______ = &
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RULES AND REGULATIONS FOR
STANDARD OFFICE LEASE

e

Flemons and Oale Densgn 48 Lessor  and  Hereis 4 Harris
o =

Dated: July 1, |

By #nd. Beteeen Jack Bomlnger,

Entercrisg, Inc,, o Hew York corporation as Lesses for the Promises Icocatsd at 420 Florence

Strest, Suite 200, Pale Alto, CElifornia.

GENERAL RULES

| Lessae ghakl not suler or parmit ke abstiructan of dmy Common dneas. ncleding drvewsys, waloways and stainvays.

2. Lessor reserees e right 1o refuse socess o #ny persens Lessar m good 1600 judiges 1o 0 & INFEEE 10 e safety Bnd 1epulatian of ke Projest ang
8 ocoupants.
Lessen shal nol make or permil any naise ar cdors thal annoy ar nterdsre wilh ctner lessees or persans hawnp business wihin the Project.

£ Leggad ahall not keep armal o Ginds wilhm She Project, and shall nob bing boycles, motorcyckes o olber wehicles (i areas nol designeded e
Buthoaized T Same

5. Lesses shad ol make, suffer or parmt Abler excepd in pprophale receplades for that parpose

L1 Lagaen chall Aot aller-any lock af matall new of addilional sacks ar balis.

7. Lesees snEl be mesparcshie for the inappropriate use of any Iofet rooms, plumbing or eiher uliities Ko fareign substancas of any kind are (o be
migeried tharein

] Lessea shall not deface ihe walls, pambons ar ofer sufaces of the Premises or Progct

% Lessee shall not suffer o penmil anything in or argund the Premises or Budeng 1hal CAUSES BXCESSIWE viTRSON of 00T [0ading in &y part of the
gl

18 Fumiture, ssgrefican dneght and equipment snedl be maved e or cul of the bulding anly wilh ihe Lessar's krawledgs and consant, antd subiect i
SUEN MESONEN IFIIGhons, 18chnigues and Eming, as may be desgnaded by Lessor  Lesses shall e responsise for any damepe (o the Ofcs Bulding
Froject ansing fram any such achaity

11 Lessee shall nol employ 2ny serece oo contrachor 107 seracas of wivk Lo Be parfarned n the Dulding, except as approved by Lessar,

12 Lessor rasenees e righl 1o ciose and |ock he Buikding on Saturdags, Sundays and Building Holidays, and on othar days betwean ihe hours of
| PM and B AN of the Tellowing day. If Lessee uses the Premises dunng such pariods, Lesses shall be msponsibie for
SECuely |[0oung ary tows i may haye oponed jor eriny.

13 Lesses shal relum a8 keys ot the terninalion of its fenancy and shall be responsible for the cost af replacing any kiys Biel s sl

14, Mowindow covennje, shades ar awnings =nall be installed or used by Lasses

15, NoLessee, empioyes of invies shall go wpon he reofl of 1 Suikling

1 Lessee shall rob suffer or permil smoking or camying of lighted cigars or cigarettas in areas reasanably designaled by Lessor or by sgplicabis
govermmenial agencas as noer-smoking afeas

7. Lesses shill nol wee any mathod of heating or pir condboning altsr than 88 pravided by Lesser,

18 Lessee shall not nssall, mantan of dparale &y vENENg machingd upon the Premises wihoul Lessar's woilben consent

v9 The Pramises shall not be used fof ledgng ar marddfeciuning, cookmg ar food proparason

2 Lessae shall comgly wilh #ll s2fedy, fre pralection and evacualion reguistans astablished by Lessor er any spolicalile gowemmental sgency

21 Lessor ressrves the right Io waive aimy ona of Mess nlas oF requigliong, andoe as 10 any paticular Lessee, and any such watver shall nod
consiituge & waisar of any othee nile or regulation o any subsegquent apalication theceol fo such Lessee,

2d  Lessee agsumes & risks 1iom et o vandalism ang agnees 16 koep its Premises iocked &5 misy e requinen

23 Legsor reserves e right fo make such clher reasenable tules and reguldlians as i may from time o fime desm necessany for the approprade
aperation ard safety of the Projact and 85 vocupants. Lessee agreas 1o abide by thess ang such rales and reguiations.
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|b] H this Lease is execuied by mede than ane person o enlity as “Lessea’, sach such perse o entity shall be @olly and searaly
saple hereunder. 1 is agreed that any cnaoal the named Lassess enal be smpavened 1o odocute sany amendment b fis Lease, of other decurmant anciliary
iherela and nind-all of e named Lossess, and Lessar My ely oa the same as if a8 of i named Lasseas had axeculad such documeant
44 Canflict, Amy confic! between the pratad provisians of s Lease and the fypewrilten or handwotlen provisans shall be coalrolien by the
Pypawniten ar Rardwoiten provisions,
43, OMer. Pregamalion al this Lease by eiher party or their ageat s subimissien of same ta the ather Parly shall not b deemes an ofier 1o ease 1o
the aifer Party, This Leasa is notimended 12 be bndng unil exscuted and defvered by ai Parties horeta,
44, Amendments. Thes Lease may be moddied only in witng. signed Oy the Parmies [n inkerest al the sme of the modifation. A lang as thay o not
materaly change Lassed's obligahions narauncar, Ledsss sgrees 46 make such neosonahle nanmonstany modifications to this Least &8 may ba feagtiably
rRGUnED By & Lendar in cannection with the abiaining of nammal financoing or refinancing of te Premises.
47 ) Multiple Parties  H mare than one persea of eniily is named bersin o3 eilher Lessor or Lossee, soch multipse Paries shal nawe (oint and several
raspansibdity {o comply with tha lerms of this Lesss
i Wakver of Jury Trial. THE FARTIES HEREBY WAIVE THEIR RESPECTIVE REGHTS TO TRIAL BY JURY [N ANY ACTION O PROCEEDING
INVOLVING THE FROPERTY OR ARISING OUT OF THIS AGREEMENT.
49 Madiation and Arbltration of Disputes.  An Addendem requinng Sie Medalion andior the Artitrstion of all dispuies baween he Peries andior
Browars ansing oul of fis Lease T ia F is nal silached 1o 1hs Lease.
Amanicans with Qisabilites ACL I e avenl hit 88 a reaut of Lessee's use, or mlendod use, of ihe Premises the Amancans win Disatdilies
Al or gny Samilar [de equires modificalions or the construction ar installabon of imgravemen!s in ar lo the Pressses, Building, Project andior Common Areas,
the Parties agree thal such modfications, constructan of improvemmens shal e mace st O Lessors expense [ Lasses's epenss

LESSOR AKD LESSEE HAVE CAREFULLY READ AND REVIEWED THIS LEASE AND EACH TERM AND PROVISION CONTANED HEREIN, AND BY
THE EXECLITION OF THIS LEASE SHOW THEIR INFORMED AND WOLUNTARY CONSEMT THERETO. THE PARTIES HEREBY AGREE THAT, AT THE
TIME THIS LEASE IS EXECUTED, THE TERMS OF THIS LEASE ARE COMMERGIALLY REASONASLE AND EFFECTUATE THE INTENT ANO
PURPOSE OF LESS0R AMD LESSEE WITH RESPECT T THE PREMISES.

ATTENTHIN. NO REPRESENTATION OR RECOMMENDATION 15 MADE BY THE AMERIGAN INDUSTRIAL REAL ESTATE ASSOOIATION OR BY ANY
BROKER AS TO THE LEGAL SUFFICIENCY, LEGAL EFFECT, OR TAX CONSECUENCES OF THIS LEASE OR THE TRANSACTION TQ WHICH IT
RELATES. THE PARTIES ARE LIRGED TQ

1 SEEK ADOWICE OF COUNSEL AS T THE LEGAL AND TAX COMSEQUENCES OF THIS LEASE.

- RETAIN APPROPRIATE CONSULTANTS TO REVIEW AND INVESTIGATE THE CONDITION OF THE PREMISES. SMID INVESTIGATION
SHOULD INCLUDE BUT MOT BE LIMITED TO: THE POSSIBLE PRESENCE OF HAZARDDUS SUBSTAMNCES, THE ZONING AMD SIZE OF THE
PREMISES, THE STRUCTURAL INTEGRITY, THE COMDITION OF THE ROOF AND QPERATING 5¥YSTEMS. COMPLIAMCE WITH THE AMERSCANS
WATH DISABILITIES ACT AND THE SUITABELITY OF THE PREMISES FOR LESSEE'S INTENDED USE,

WIARNING: IF THE PREMISES ARE LOGATED |N A STATE OTHER THAN CALIFORMIA, CERTAIN FROVISIONS OF THE LEASE MAY NEED TO EE
REVIZED TO COMPLY WITH THE LAWS OF THE STATE IN'WHICH THE PREMIBES ARE LOCATED
The padies hersio havd axeculed s Laass BE the place and o the dales specified above. thels respective signatures

Exgcuted al. Emazuted at:

am P

By LESEOR: By LESSEE

Jack Rominger, Tommie Plepdhs and Dals Harria & Harria Enterprfse, c. a Hew

York corgorathong

By

Mame Printag. DogfglasY Jamisd
Toe; Bresidenk & CoD
E-mall: dougd I:.inbwchu:.,mm
Office: (212} BBZ-0800

By:
Name Prated-
Tite; CWner Titka:

By g !& E% é ! Fala Alta Tenant Cortact:
HName Frinted: Michael Janse {E-mall mike@tingtechec.com)

Title: Cwner — Celt (G50} BI5-5079

Address; o/o Oalton Realty > Altemative Address: 111 W. 57th Street, Suvite 1100
530 Waverlay Streest Mew York, MY 10019

Falo Rlra, CAR 54301

(6501 321-1711/(§50) 327-2383

Teeprans | Facsimita Telephione | Facsimia

Federal (D Ma Federal 10 Mo,

BROKER: BROHER:

Al Alis

Talaphine-+Ficemila i T ) R

These farms are alten modified to meet changing raquiraments of lew end needs of the industry, Always write ar call to make sure you are utillzing
ihe most cumant form: Americen Industrial Real Estzte Association, 700 South Flower Street, Suite 800, Los Angales, A 0017,
{213} SBT-8T77.

‘ECopyright 1955.By American indusirial Real Estate Assoc stien.

Al rights reserved. E

il
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Coaxitsn & Carey Cowmuenrocnact

SECOND ADDENDUM
e e ceram e e e

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, CALIFORNLA 94301

1.  Lessee Nome Change:
The Partics hereto acknowledge the Lessee entity for the Lease was assigned from Harris & Harris
Enterprise, Inc., 2 Delaware Corporation to Harris & Harris Group, Inc., a NY Corporation effective
July I, 2008.

Lessee Address:

Harris & Harris Group, Ine.
111 West 57th Street, Suite | 100
MNew York, NY 10019
{212) 582-0900 x 10 - Phone
{212) 582-9563 - Fax
Admin@TinyTechVC.com - E-mail

1. Effect of Addendum:
All terms with initial capital letiers used herein as defined terms shall have the meanings ascribed 10
them in the Leasc 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:

Lessor's Initial@ﬁ ] ({- Q K Lessee's Initial(ﬁL‘-
Dae: B /508 M pate: [/ - 5-O%

245 LYTTON AVEMNUE, SUITE 130, PALD ALTO, CA 94301 - (6530) 322-2600 FAX (650) 321-0719%

PEOATE ¥ 0 PSS el Ade] 470 Fliernce S 21Ekilamin



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

I, 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 ActRules 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) Allsignificant deficiencies and material weaknesses in the design or operation o f 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)

I, 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 ActRules 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




