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PART I. FINANCIAL INFORMATION  
   

INTEVAC, INC.  

CONDENSED CONSOLIDATED BALANCE SHEETS  
   

Note: Amounts as of December 31, 2013 are derived from the December 31, 2013 audited consolidated financial statements.  

See accompanying notes.  
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Item 1.    Financial Statements 

     
March 29,  

2014     

December 31, 

 
2013   

     (Unaudited)   

     
(In thousands, except  

par value)    

ASSETS      

Current assets:       

Cash and cash equivalents     $ 27,337      $ 20,121    
Short-term investments       40,037        48,975    
Trade and other accounts receivable, net of allowances of $0 at both  
March 29, 2014 and at December 31, 2013       15,254        15,037    
Inventories       20,744        22,762    
Prepaid expenses and other current assets       1,391        1,237    

                     

Total current assets       104,763        108,132    
Property, plant and equipment, net       13,389        12,945    
Long-term investments       7,659        12,318    
Intangible assets, net of amortization of $3,719 at March 29, 2014 and $3,485 at December 31, 2013       4,668        4,902    
Deferred income taxes and other long-term assets       10,081        9,979    

         
  

        
  

Total assets     $ 140,560      $ 148,276    
         

  

        

  

LIABILITIES AND STOCKHOLDERS ’  EQUITY       

Current liabilities:       

Accounts payable     $ 4,082      $ 4,011    
Accrued payroll and related liabilities       3,622        5,034    
Other accrued liabilities       2,615        3,263    
Customer advances       1,955        3,743    
Deferred income taxes       939        939    

         
  

        
  

Total current liabilities       13,213        16,990    
Other long-term liabilities       1,847        1,715    
Stockholders’  equity:       

Common stock, $0.001 par value       24        24    
Additional paid-in capital       157,885        156,359    
Treasury Stock, 379 shares at March 29, 2014 and 241 shares at December 31, 2013       (2,738 )      (1,688 )  
Accumulated other comprehensive income       699        725    
Accumulated deficit       (30,370 )      (25,849 )  

                     

Total stockholders’  equity       125,500        129,571    
                     

Total liabilities and stockholders’  equity     $ 140,560      $ 148,276    
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INTEVAC, INC.  

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS  
   

See accompanying notes.  
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     Three months ended   

     

March 29, 

 
2014     

March 30, 

 
2013   

     (Unaudited)   

     
(In thousands, except  
per share amounts)   

Net revenues:       

Systems and components     $ 13,320      $ 8,885    
Technology development       3,695        4,097    

                     

Total net revenues       17,015        12,982    
Cost of net revenues:       

Systems and components       9,736        6,307    
Technology development       2,469        3,161    

                     

Total cost of net revenues       12,205        9,468    
                     

Gross profit       4,810        3,514    
Operating expenses:       

Research and development       4,273        6,358    
Selling, general and administrative       5,261        5,971    

                     

Total operating expenses       9,534        12,329    
Loss on divestiture       —       (208 )  

                     

Loss from operations       (4,724 )      (9,023 )  
Interest income and other, net       73        80    

                     

Loss before income taxes       (4,651 )      (8,943 )  
Benefit from income taxes       130        679    

                     

Net loss     $ (4,521 )    $ (8,264 )  
         

  

        

  

Net loss per share:       

Basic and Diluted     $ (0.19 )    $ (0.35 )  

Weighted average common shares outstanding:       

Basic and Diluted       23,858        23,663    
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INTEVAC, INC.  

CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)  
   

See accompanying notes.  
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     Three months ended   

     

March 29, 

 
2014     

March 30, 

 
2013   

     (Unaudited)   
     (In thousands)   

Net loss     $ (4,521 )    $ (8,264 )  
         

  
        

  

Other comprehensive income (loss), before tax:       
Change in unrealized net gain on available-for-sale investments       5        (15 )  
Foreign currency translation losses       (31 )      (6 )  

         
  

        
  

Other comprehensive loss, before tax       (26 )      (21 )  
                     

Income tax provision related to items in other comprehensive loss       —       —   
                     

Other comprehensive loss, net of tax       (26 )      (21 )  
                     

Comprehensive loss     $ (4,547 )    $ (8,285 )  
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INTEVAC, INC.  

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS  
   

See accompanying notes.  
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     Three Months Ended   

     

March 29, 

 
2014     

March 30, 
2013   

     (Unaudited)   
     (In thousands)   

Operating activities       

Net loss     $ (4,521 )    $ (8,264 )  
Adjustments to reconcile net loss to net cash and cash equivalents provided by (used in) operating activities:       

Depreciation and amortization       1,190        1,032    
Net amortization of investment premiums and discounts       208        228    
Equity-based compensation       697        563    
Change in the fair value of acquisition-related contingent consideration       51        111    
Deferred income taxes       (163 )      (768 )  
Loss on divestiture       —       208    
Changes in operating assets and liabilities       (1,909 )      7,267    

                     

Total adjustments       74        8,641    
                     

Net cash and cash equivalents provided by (used in) operating activities       (4,447 )      377    
Investing activities       
Purchases of investments       (2,996 )      (15,783 )  
Proceeds from sales and maturities of investments       16,230        14,664    
Proceeds from sale of DeltaNu assets       —       500    
Purchases of leasehold improvements and equipment       (1,401 )      (301 )  

                     

Net cash and cash equivalents provided by (used in) investing activities       11,833        (920 )  
Financing activities       

Proceeds from issuance of common stock       1,000        1,130    
Common stock repurchases       (1,140 )      —   

                     

Net cash and cash equivalents provided by (used in) financing activities       (140 )      1,130    
                     

Effect of exchange rate changes on cash and cash equivalents       (30 )      (6 )  
                     

Net increase in cash and cash equivalents       7,216        581    
Cash and cash equivalents at beginning of period       20,121        24,261    

                     

Cash and cash equivalents at end of period     $ 27,337      $ 24,842    
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INTEVAC, INC.  

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S  
(Unaudited)  

1. Basis of Presentation  

In the opinion of management, the unaudited interim condensed consolidated financial statements of Intevac, Inc. and its subsidiaries 
(Intevac or the Company) included herein have been prepared on a basis consistent with the December 31, 2013 audited consolidated financial 
statements and include all material adjustments, consisting of normal recurring adjustments, necessary to fairly present the information set forth 
therein. These unaudited interim condensed consolidated financial statements should be read in conjunction with the audited consolidated 
financial statements and notes thereto included in Intevac’s Annual Report on Form 10-K for the fiscal year ended December 31, 2013 (2013 
Form 10-K). Intevac’s results of operations for the three months ended March 29, 2014 are not necessarily indicative of future operating 
results.  

The preparation of financial statements in conformity with accounting principles generally accepted in the United States of America 
requires management to make judgments, estimates and assumptions that affect the amounts reported in the financial statements and 
accompanying notes. Actual results could differ materially from those estimates.  

2. Inventories  

Inventories are stated at the lower of average cost or market and consist of the following:  
   

Finished goods inventory consists primarily of completed systems at customer sites that are undergoing installation and acceptance 
testing and evaluation inventory.  

3. Equity-Based Compensation  

At March 29, 2014, Intevac had equity-based awards outstanding under the 2012 Equity Incentive Plan and the 2004 Equity Incentive 
Plan (the “Plans”) and the 2003 Employee Stock Purchase Plan (the “ESPP”). Intevac’s stockholders approved all of these plans. The Plans 
permit the grant of incentive or non-statutory stock options, restricted stock, stock appreciation rights, restricted stock units (“RSUs” also 
referred to as performance units) and performance shares.  

The ESPP provides that eligible employees may purchase Intevac’s common stock through payroll deductions at a price equal to 85% of 
the lower of the fair market value at the beginning of the applicable offering period or at the end of each applicable purchase interval. Offering 
periods are generally two years in length, and consist of a series of six-month purchase intervals. Eligible employees may join the ESPP at the 
beginning of any six-month purchase interval. Under the terms of the ESPP, employees can choose to have up to 15% of their base earnings 
withheld to purchase Intevac common stock.  
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     March 29,      December 31,   
     2014      2013   
     (In thousands)   

Raw materials     $ 13,369       $ 13,005    
Work-in-progress       5,793         8,196    
Finished goods       1,582         1,561    

                      

   $ 20,744       $ 22,762    
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INTEVAC, INC.  

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)  
(Unaudited)  

   
Compensation Expense  

The effect of recording equity-based compensation for the three-month periods ended March 29, 2014 and March 30, 2013 was as 
follows:  
   

Equity-based compensation expense is based on awards ultimately expected to vest and such amount has been reduced for estimated 
forfeitures. Forfeitures were estimated based on Intevac’s historical experience, which Intevac believes to be indicative of Intevac’s future 
experience.  

Stock Options and ESPP  

The fair value of stock options and ESPP awards is estimated at the grant date using the Black-Scholes option valuation model. The 
determination of fair value of stock options and ESPP awards on the date of grant using an option-pricing model is affected by Intevac’s stock 
price as well as assumptions regarding a number of highly complex and subjective variables. These variables include, but are not limited to, our 
expected stock price volatility over the term of the awards, and actual employee stock option exercise behavior.  

Option activity as of March 29, 2014 and changes during the three months ended March 29, 2014 were as follows:  
   

Intevac issued 224,000 shares under the ESPP during the three months ended March 29, 2014.  
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     Three Months Ended   

     

March 29, 
 

2014      

March 30, 
 

2013   
     (In thousands)   

Equity-based compensation by type of award:        
Stock options     $ 241       $ 173    
RSUs       292         76    
Employee stock purchase plan       164         314    

                      

Total equity-based compensation     $ 697       $ 563    
         

  

         

  

Tax benefit recognized     $ 3       $ 5    
         

  

         

  

     Shares     

Weighted Average 
 

Exercise Price   

Options outstanding at December 31, 2013       2,637,969      $ 8.53    
Options granted       48,000      $ 8.49    
Options cancelled and forfeited       (42,687 )    $ 7.94    
Options exercised       (41,836 )    $ 4.58    

             

Options outstanding at March 29, 2014       2,601,446      $ 8.61    
         

  

  

Vested and expected to vest at March 29, 2014       2,418,134      $ 8.78    
Options exercisable at March 29, 2014       1,381,138      $ 10.45    
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INTEVAC, INC.  

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)  
(Unaudited)  

   
Intevac estimated the weighted-average fair value of stock options and employee stock purchase rights using the following weighted-

average assumptions:  
   

The computation of the expected volatility assumptions used in the Black-Scholes calculations for new stock option grants and purchase 
rights is based on the historical volatility of Intevac’s stock price, measured over a period equal to the expected term of the stock option grant 
or purchase right. The risk-free interest rate is based on the yield available on U.S. Treasury Strips with an equivalent remaining term. The 
expected term of employee stock options represents the weighted-average period that the stock options are expected to remain outstanding and 
was determined based on historical experience of similar awards, giving consideration to the contractual terms of the equity-based awards and 
vesting schedules. The expected term of purchase rights represents the period of time remaining in the current offering period. The dividend 
yield assumption is based on Intevac’s history of not paying dividends and the assumption of not paying dividends in the future.  

RSUs  

A summary of the RSU activity is as follows:  
   

RSUs are converted into shares of Intevac common stock upon vesting on a one-for-one basis. RSUs typically are scheduled to vest over 
four years. Vesting of RSUs is subject to the grantee’s continued service with Intevac. The compensation expense related to these awards is 
determined using the fair market value of Intevac common stock on the date of the grant, and the compensation expense is recognized over the 
vesting period. In fiscal 2014, the annual bonus for participants in the Company’s annual incentive plan will be settled with RSUs with one 
year vesting. The Company accrued for the payment of bonuses at the expected company-wide payout percentage amount at March 29, 2014, 
which amounts were less than the target bonus  
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     Three Months Ended   

     

March 29, 
 

2014     

March 30, 
 

2013   

Stock Options:       

Weighted-average fair value of grants per share     $ 4.14      $ 1.97    
Expected volatility       54.71 %      55.57 %  
Risk free interest rate       1.87 %      0.52 %  
Expected term of options (in years)       5.2        3.9    
Dividend yield       None        None    

Stock Purchase Rights:       

Weighted-average fair value of grants per share     $ 2.15      $ 1.60    
Expected volatility       43.40        52.42 %  
Risk free interest rate       0.11 %      0.26 %  
Expected term of purchase rights (in years)       0.74        1.85    
Dividend yield       None        None    

     Shares     

Weighted Average 

 
Grant Date  
Fair Value   

Non-vested RSUs at December 31, 2013       237,859      $ 5.34    
Granted       29,000      $ 7.97    
Vested       (3,189 )    $ 7.52    
Cancelled and forfeited       (7,833 )    $ 5.70    

             

Non-vested RSUs at March 29, 2014       255,837      $ 5.60    
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INTEVAC, INC.  

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)  
(Unaudited)  

   
amounts for each participant. The bonus accrual is classified as a liability until the number of shares is determined on the date the awards are 
granted, at which time the Company classifies the awards into equity. The Company recorded equity-based compensation expense related to 
the annual incentive plan of $161,000 for the three months ended March 29, 2014.  

Performance-based RSUs (“performance-based awards”) granted in fiscal 2013 to certain executive officers are also subject to the 
achievement of specified performance goals. These performance-based awards become eligible to vest only if performance goals are achieved 
and then actually will vest only if the grantee remains employed by Intevac through each applicable vesting date. The fair value of these 
performance-based awards is estimated on the date of grant and assumes that the specified performance goals will be achieved. If the goals are 
achieved, these awards vest over a specified remaining service period, provided that the grantee remains employed by Intevac through each 
scheduled vesting date. If the performance goals are not met, no compensation expense is recognized and any previously recognized 
compensation expense is reversed. The expected cost of each award is reflected over the service period and is reduced for estimated forfeitures. 
For performance-based awards granted during fiscal 2013, the performance goals require the achievement of targeted revenues and adjusted 
annual operating profit levels measured at the end of two and three-year periods.  

4. Purchased Intangible Assets  

Details of finite-lived intangible assets by segment as of March 29, 2014, are as follows.  
   

Total amortization expense of finite-lived intangibles for the three months ended March 29, 2014 was $234,000.  

As of March 29, 2014, future amortization expense is expected to be as follows.  
   

5. Acquisition-Related Contingent Consideration  

In connection with the acquisition of Solar Implant Technologies, Inc. (“SIT”), Intevac agreed to pay to the selling shareholders in cash a 
revenue earnout on Intevac’s net revenue from commercial sales of certain products over a specified period up to an aggregate of $9.0 million. 
Intevac estimated the fair value of this contingent consideration on March 29, 2014 based on probability-based forecasted revenues reflecting 
Intevac’s own assumptions concerning future revenue from such products. As of March 29, 2014, payments made associated with the revenue 
earnout obligation have not been significant.  
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     March 29, 2014   

     

Gross  
Carrying 

 
Amount      

Accumulated 
 

Amortization     

Net  
Carrying 

 
Amount   

     (In thousands)   

Equipment     $ 7,172       $ (3,012 )    $ 4,160    
Photonics       1,215         (707 )      508    

                                

   $ 8,387       $ (3,719 )    $ 4,668    
         

  

         

  

        

  

(In thousands)        

2014     $ 702    
2015       853    
2016       853    
2017       756    
2018       615    
Thereafter       889    

           

   $ 4,668    
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INTEVAC, INC.  

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)  
(Unaudited)  

   
The fair value measurement of contingent consideration is based on significant inputs not observed in the market and thus represents a 

Level 3 measurement. Any change in fair value of the contingent consideration subsequent to the acquisition date is recognized in operating 
income within the statement of operations. The following table represents a reconciliation of the change in the fair value measurement of the 
contingent consideration liability for the three-month periods ended March 29, 2014 and March 30, 2013:  
   

The following table displays the balance sheet classification of the contingent consideration liability account at March 29, 2014 and at 
December 31, 2013:  
   

The following table represents the quantitative range of the significant unobservable inputs used in the calculation of fair value of the 
continent consideration liability as of March 29, 2014. Significant increases or decreases in any of these inputs in isolation would result in a 
significantly lower (higher) fair value measurement.  
   

6. Divestiture  

Sale of DeltaNu  

On March 29, 2013, the Company sold certain assets, including existing tangible and intangible assets, which comprised its Raman 
spectroscopy instruments product line, also known as DeltaNu, for consideration not to exceed $1.5 million. Under the terms of the agreement, 
the acquirer also assumed certain liabilities related to the purchased assets. Payment terms included $500,000 which was paid on the closing 
date, with the remaining balance to be paid in the form of an earnout of 5% of the acquirer’s Raman spectroscopy instrument sales for 5 years 
following the closing date or a minimum earnout payment of $100,000 annually, whichever is higher. The maximum earnout payments during 
the payment period shall not exceed $1.0 million.  
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     Three Months Ended   

     

March 29, 
 

2014      

March 30, 
 

2013   
     (In thousands)   

Opening balance     $ 1,384       $ 5,151    
Changes in fair value       51         111    

                      

Closing balance     $ 1,435       $ 5,262    
         

  

         

  

     

March 29, 
 

2014      

December 31, 
 

2013   
     (In thousands)   

Other accrued liabilities     $ 164       $ 164    
Other long-term liabilities       1,271         1,220    

                      

Total acquisition-related contingent consideration     $ 1,435       $ 1,384    
         

  

         

  

    Quantitative Information about Level 3 Fair Value Measurements at March 29,  2014       
    Fair Value    Valuation Technique     Unobservable Input     Range (Weighted Average) 
    (In thousands, except for percentages) 
Revenue Earnout  

  

$    1,435 
   

Discounted cash flow 
   

Weighted average cost of 
capital     17.2% 

        

   

Probability weighting of 
achieving revenue 
forecasts     20.0% - 55.0% (33.0%) 
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INTEVAC, INC.  

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)  
(Unaudited)  

   
As the earnout is collected over an extended period of time and in management’s judgment the degree of collectibility is uncertain, 

Intevac did not recognize the minimum earnout payments upon closing, but instead will record income in the period when the minimum 
earnout payments can be reasonably estimated for that period and payment is assured.  

The following table summarizes the components of the loss (in thousands):  
   

7. Warranty  

Intevac provides for the estimated cost of warranty when revenue is recognized. Intevac’s warranty is per contract terms, and for systems 
sold directly the warranty typically ranges between 12 and 24 months from customer acceptance. For systems sold through a distributor, 
Intevac offers a 3 month warranty. The remainder of any warranty period is the responsibility of the distributor. During this warranty period 
any defective non-consumable parts are replaced and installed at no charge to the customer. The warranty period on consumable parts is limited 
to their reasonable usable lives. Intevac uses estimated repair or replacement costs along with its historical warranty experience to determine its 
warranty obligation. Intevac generally provides a twelve month warranty on its Photonics products. The provision for the estimated future costs 
of warranty is based upon historical cost and product performance experience. Intevac exercises judgment in determining the underlying 
estimates.  

On the condensed consolidated balance sheets, the short-term portion of the warranty provision is included in other accrued liabilities, 
while the long-term portion is included in other long-term liabilities. The expense associated with product warranties issued or adjusted is 
included in cost of net revenues on the condensed consolidated statements of operations.  
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Cash proceeds     $ 500    
           

Assets sold:     

Accounts receivable       147    
Inventories       320    
Other current assets       27    
Property, plant and equipment       159    
Trade name       90    

           

Total assets sold       743    
Liabilities divested:     

Accounts payable       59    
Other accrued expenses       6    

           

Total liabilities divested       65    
Transaction and other costs       30    

           

Loss on sale     $ (208 )  
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INTEVAC, INC.  

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)  
(Unaudited)  

   
The following table displays the activity in the warranty provision account for the three-month periods ended March 29, 2014 and 

March 30, 2013:  
   

The following table displays the balance sheet classification of the warranty provision account at March 29, 2014 and at 
December 31, 2013:  
   

8. Guarantees  

Officer and Director Indemnifications  

As permitted or required under Delaware law and to the maximum extent allowable under that law, Intevac has certain obligations to 
indemnify its current and former officers and directors for certain events or occurrences while the officer or director is, or was serving, at 
Intevac’s request in such capacity. These indemnification obligations are valid as long as the director or officer acted in good faith and in a 
manner the person reasonably believed to be in or not opposed to the best interests of the Company and, with respect to any criminal action or 
proceeding, had no reasonable cause to believe his or her conduct was unlawful. The maximum potential amount of future payments Intevac 
could be required to make under these indemnification obligations is unlimited; however, Intevac has a director and officer insurance policy 
that mitigates Intevac’s exposure and enables Intevac to recover a portion of any future amounts paid. As a result of Intevac’s insurance policy 
coverage, Intevac believes the estimated fair value of these indemnification obligations is not material.  

Other Indemnifications  

As is customary in Intevac’s industry, many of Intevac’s contracts provide remedies to certain third parties such as defense, settlement, or 
payment of judgments for intellectual property claims related to the use of its products. Such indemnification obligations may not be subject to 
maximum loss clauses. Historically, payments made related to these indemnifications have been immaterial.  
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     Three Months Ended   

     

March 29, 
 

2014     

March 30, 
 

2013   
     (In thousands)   
Opening balance     $ 1,647      $ 2,349    
Expenditures incurred under warranties       (305 )      (253 )  
Accruals for product warranties issued during the reporting period       284        208    
Adjustments to previously existing warranty accruals       (295 )      (79 )  

                     

Closing balance     $ 1,331      $ 2,225    
         

  

        

  

     March 29,      December 31,   
     2014      2013   
     (In thousands)   

Other accrued liabilities     $ 1,164       $ 1,546    
Other long-term liabilities       167         101    

                      

Total warranty provision     $ 1,331       $ 1,647    
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INTEVAC, INC.  

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)  
(Unaudited)  

   
9. Cash, Cash Equivalents and Investments  

Cash and cash equivalents, short-term investments and long-term investments consist of:  
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     March 29, 2014   

     

Amortized 
 

Cost      

Unrealized 
 

Holding  
Gains      

Unrealized 
 

Holding  
Losses      

Fair  
Value   

     (In thousands)   

Cash and cash equivalents:              

Cash     $ 5,963       $ —      $ —      $ 5,963    
Money market funds       21,374         —        —        21,374    

                                            

Total cash and cash equivalents     $ 27,337       $ —      $ —      $ 27,337    
Short-term investments:              

Commercial paper     $ 1,999       $ 1       $ —      $ 2,000    
Corporate bonds and medium-term notes       23,854         20         —        23,874    
Municipal bonds       6,146         7         —        6,153    
U.S. treasury and agency securities       8,004         6         —        8,010    

                                            

Total short-term investments     $ 40,003       $ 34       $ —      $ 40,037    
Long-term investments:              

Corporate bonds and medium-term notes     $ 2,230       $ 1       $ —      $ 2,231    
Municipal bonds       2,428         2         —        2,430    
U.S. treasury and agency securities       2,996         2         —        2,998    

                                            

Total long-term investments     $ 7,654       $ 5       $ —      $ 7,659    
         

  
         

  
         

  
         

  

Total cash, cash equivalents, and investments     $ 74,994       $ 39       $ —      $ 75,033    
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INTEVAC, INC.  

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)  
(Unaudited)  

   

The contractual maturities of available-for-sale securities at March 29, 2014 are presented in the following table.  
   

All prices for the fixed maturity securities including U.S. Treasury and agency securities, commercial paper, corporate bonds, VRDNs 
and municipal bonds are received from independent pricing services utilized by Intevac’s outside investment manager. This investment 
manager performs a review of the pricing methodologies and inputs utilized by the independent pricing services for each asset type priced by 
the vendor. In addition, on at least an annual basis, the investment manager conducts due diligence visits and interviews with each pricing 
vendor to verify the inputs utilized for each asset class. The due diligence visits include a review of the procedures performed by each vendor 
to ensure that pricing evaluations are representative of the price that would be received to sell a security in an orderly transaction. Any pricing 
where the input is based solely on a broker price is deemed to be a Level 3 price. Intevac uses the pricing data obtained from its outside 
investment manager as the primary input to make its assessments and determinations as to the ultimate valuation of the above-mentioned 
securities and has not made, during the periods presented, any material adjustments to such inputs.  
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     December 31, 2013   

     

Amortized 
 

Cost      

Unrealized 
 

Holding  
Gains      

Unrealized 
 

Holding  
Losses      

Fair  
Value   

     (In thousands)   

Cash and cash equivalents:              

Cash     $ 5,819       $ —      $ —      $ 5,819    
Money market funds       14,302         —        —        14,302    

                                            

Total cash and cash equivalents     $ 20,121       $ —      $ —      $ 20,121    
Short-term investments:              

Commercial paper     $ 1,998       $ 1       $ —      $ 1,999    
Corporate bonds and medium-term notes       27,181         13         3         27,191    
Municipal bonds       6,108         4         —        6,112    
U.S. treasury and agency securities       13,506         7         —        13,513    
Variable rate demand notes (“VRDNs”)       160         —        —        160    

                                            

Total short-term investments     $ 48,953       $ 25       $ 3       $ 48,975    
Long-term investments:              

Corporate bonds and medium-term notes     $ 8,811       $ 12       $ —      $ 8,823    
Municipal bonds       3,495         2         2         3,495    

                                            

Total long-term investments     $ 12,306       $ 14       $ 2       $ 12,318    
         

  
         

  
         

  
         

  

Total cash, cash equivalents, and investments     $ 81,380       $ 39       $ 5       $ 81,414    
         

  

         

  

         

  

         

  

     

Amortized 
 

Cost      Fair Value   
     (In thousands)   

Due in one year or less     $ 60,378       $ 60,408    
Due after one through two years       8,653         8,662    

                      

   $ 69,031       $ 69,070    
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INTEVAC, INC.  

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)  
(Unaudited)  

   
The following table represents the fair value hierarchy of Intevac’s available-for-sale securities measured at fair value on a recurring basis 

as of March 29, 2014.  
   

10. Derivative Instruments  

The Company uses foreign currency forward contracts to mitigate variability in gains and losses generated from the re-measurement of 
certain monetary assets and liabilities denominated in foreign currencies. These hedges do not qualify for special hedge accounting treatment. 
These derivatives are carried at fair value with changes recorded in interest income and other, net in the condensed consolidated statements of 
operations. Changes in the fair value of these derivatives are largely offset by re-measurement of the underlying assets and liabilities. Cash 
flows from such derivatives are classified as operating activities. The derivatives have maturities of approximately one month. The notional 
amount of Company’s foreign currency derivatives was $628,000 at March 29, 2014 and $894,000 at December 31, 2013.  

11. Equity  

Stock Repurchase Program  

On November 21, 2013, Intevac’s Board of Directors approved a stock repurchase program authorizing up to $30.0 million in 
repurchases. At March 29, 2014, $27.3 million remains available for future stock repurchases under the repurchase program.  

The following table summarizes Intevac’s stock repurchases:  
   

Intevac records treasury stock purchases under the cost method using the first-in, first-out (FIFO) method. Upon reissuance of treasury 
stock, amounts in excess of the acquisition cost are credited to additional paid in capital. If Intevac reissues treasury stock at an amount below 
its acquisition cost and additional paid in capital associated with prior treasury stock transactions is insufficient to cover the difference between 
the acquisition cost and the reissue price, this difference is recorded against retained earnings.  
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Fair Value Measurements  at  

March 29, 2014   
     Total      Level 1      Level 2   
     (In thousands)   

Recurring fair value measurements:           

Available-for-sale securities           

Money market funds     $ 21,374       $ 21,374       $ —   
U.S. treasury and agency securities       11,008         6,002         5,006    
Commercial paper       2,000         —        2,000    
Corporate bonds and medium-term notes       26,105         —        26,105    
Municipal bonds       8,583         —        8,583    

                                 

Total recurring fair value measurements     $   69,070       $   27,376       $   41,694    
         

  

         

  

         

  

     Three Months Ended   
     March 29, 2014   

     

(In thousands, except per 
 

share amounts)   

Shares of common stock repurchased       138    
Cost of stock repurchased     $ 1,050    
Average price paid per share     $ 7.63    
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INTEVAC, INC.  

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)  
(Unaudited)  

   
Accumulated Other Comprehensive Income  

The changes in accumulated other comprehensive income by component for the three months ended March 29, 2014 and March 30, 2013, 
are as follows.  
   

12. Net Loss Per Share  

The following table sets forth the computation of basic and diluted loss per share:  
   

Potentially dilutive common shares consist of shares issuable upon exercise of employee stock options and vesting of RSUs and are 
excluded from the calculation of diluted EPS when their effect would be anti-dilutive.  

13. Segment Reporting  

Intevac’s two reportable segments are: Equipment and Photonics. Intevac’s chief operating decision-maker has been identified as the 
President and CEO, who reviews operating results to make decisions about allocating  
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     Three Months Ended     Three Months Ended   
     March 29, 2014     March 30, 2013   

     
Foreign 
currency     

Unrealized  
holding gains 

 
on available- 

 
for-sale  

investments      Total     
Foreign 
currency     

Unrealized  
holding gains 

 
on available- 

 
for-sale  

investments     Total   
     (In thousands)   

Beginning balance     $ 691      $ 34       $ 725      $ 694      $ 75      $ 769    
Other comprehensive income (loss) before reclassification       (31 )      5         (26 )      (6 )      (15 )      (21 )  
Amounts reclassified from other comprehensive income       —       —        —       —       —       —   

                                                              

Net current-period other comprehensive income (loss)       (31 )      5         (26 )      (6 )      (15 )      (21 )  
                                                              

Ending balance     $ 660      $ 39       $ 699      $ 688      $ 60      $ 748    
         

  

        

  

         

  

        

  

        

  

        

  

     Three Months Ended   

     

March 29, 

 
2014     

March 30, 

 
2013   

     (In thousands)   

Net loss     $ (4,521 )    $ (8,264 )  
         

  

        

  

Weighted-average shares — basic       23,858        23,663    
Effect of dilutive potential common shares       —       —   

                     

Weighted-average shares — diluted       23,858        23,663    
         

  

        

  

Net loss per share — basic     $ (0.19 )    $ (0.35 )  
         

  

        

  

Net loss per share — diluted     $ (0.19 )    $ (0.35 )  
         

  

        

  

Antidilutive shares based on employee awards excluded       1,844        2,703    
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INTEVAC, INC.  

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)  
(Unaudited)  

   
resources and assessing performance for the entire Company. Segment information is presented based upon Intevac’s management organization 
structure as of March 29, 2014 and the distinctive nature of each segment. Future changes to this internal financial structure may result in 
changes to the reportable segments disclosed.  

Each reportable segment is separately managed and has separate financial results that are reviewed by Intevac’s chief operating decision-
maker. Each reportable segment contains closely related products that are unique to the particular segment. Segment operating profit is 
determined based upon internal performance measures used by the chief operating decision-maker.  

Intevac derives the segment results from its internal management reporting system. The accounting policies Intevac uses to derive 
reportable segment results are substantially the same as those used for external reporting purposes. Management measures the performance of 
each reportable segment based upon several metrics, including orders, net revenues and operating income. Management uses these results to 
evaluate the performance of, and to assign resources to, each of the reportable segments. Intevac manages certain operating expenses separately 
at the corporate level. Intevac allocates certain of these corporate expenses to the segments in an amount equal to 3% of net revenues. Segment 
operating income excludes interest income/expense and other financial charges and income taxes according to how a particular reportable 
segment’s management is measured. Management does not consider impairment charges, gains and losses on divestitures and sales of 
intellectual property, and unallocated costs in measuring the performance of the reportable segments.  

The Equipment segment designs, develops and markets vacuum process equipment solutions for high-volume manufacturing of small 
substrates with precise thin film properties for hard drive and solar cell manufacturers as well as other adjacent thin film deposition 
applications.  

The Photonics segment develops compact, cost-effective, high-sensitivity digital-optical products for the capture and display of low-light 
images and the optical analysis of materials. Intevac provides sensors, cameras and systems for government applications such as night vision 
and long-range target identification.  

Information for each reportable segment for the three months ended March 29, 2014 and March 30, 2013 is as follows:  

Net Revenues  
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     Three Months Ended   

     

March 29, 
 

2014      

March 30, 
 

2013   
     (In thousands)   

Equipment     $ 9,047       $ 5,368    
Photonics       7,968         7,614    

                      

Total segment net revenues     $ 17,015       $ 12,982    
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INTEVAC, INC.  

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)  
(Unaudited)  

   
Operating Loss  

   

Total assets for each reportable segment as of March 29, 2014 and December 30, 2013 are as follows:  

Assets  
   

14. Restructuring Charges  

During the first quarter of fiscal 2014, Intevac substantially completed implementation of the 2014 cost reduction plan (the “Plan”), 
which was intended to reduce expenses and reduce its workforce by 5 percent. The cost of implementing the Plan was reported under cost of 
net revenues and operating expenses in the condensed consolidated statements of operations. Substantially all cash outlays in connection with 
the Plan occurred in the first quarter of fiscal 2014. Implementation of the Plan is expected to reduce salary, wages and other employee-related 
expenses by approximately $1.9 million on an annual basis.  

On February 1, 2013, Intevac announced the 2013 cost reduction plan (the “2013 Plan”) to reduce expenses including a reduction in its 
workforce. Implementation of the 2013 Plan was substantially completed in the first half of fiscal 2013 and the Company reduced its workforce 
by 18 percent. Total employee-related costs incurred under the plan were $742,000. The cost of implementing the 2013 Plan was reported 
under cost of net revenues and operating expenses in the condensed consolidated statement of operations. Substantially all cash outlays in 
connection with the 2013 Plan occurred in the first half of fiscal 2013. As of March 29, 2014, activities related to the 2013 Plan were complete. 
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     Three Months Ended   

     

March 29, 
 

2014     

March 30, 
 

2013   
     (In thousands)   

Equipment     $ (4,141 )    $ (7,341 )  
Photonics       908        (192 )  

                     

Total segment operating profit (loss)       (3,233 )      (7,533 )  
Unallocated costs       (1,491 )      (1,282 )  
Loss on divestiture       —       (208 )  

                     

Loss from operations       (4,724 )      (9,023 )  
Interest income and other, net       73        80    

                     

Loss before income taxes     $ (4,651 )    $ (8,943 )  
         

  

        

  

     
March 29,  

2014      

December 31, 
 

2013   
     (In thousands)   

Equipment     $ 31,309       $ 33,428    
Photonics       21,762         21,120    

                      

Total segment assets       53,071         54,548    
                      

Cash, cash equivalents and investments       75,033         81,414    
Deferred income taxes       9,768         9,605    
Other current assets       1,009         982    
Common property, plant and equipment       1,309         1,302    
Other assets       370         425    

                      

Consolidated total assets     $ 140,560       $ 148,276    
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INTEVAC, INC.  

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)  
(Unaudited)  

   
The changes in restructuring reserves associated with the Plans for the three months ended March 29, 2014 and March 30, 2013 are as 

follows.  
   

15. Income Taxes  

Intevac recorded income tax benefits of $130,000 and $679,000 for the three months ended March 29, 2014 and March 30, 2013, 
respectively. The income tax provisions for the three month periods are based upon estimates of annual income (loss), annual permanent 
differences and statutory tax rates in the various jurisdictions in which Intevac operates. Intevac did not recognize a benefit on the U.S. net 
operating loss for the three months ended March 29, 2014 and March 30, 2013 due to having full valuation allowances on the U.S. deferred tax 
assets. Intevac’s tax rate differs from the applicable statutory rates due primarily to establishment of a valuation allowance, the utilization of 
deferred and current credits and the effect of permanent differences and adjustments of prior permanent differences. Intevac’s future effective 
income tax rate depends on various factors including, the level of Intevac’s projected earnings, the geographic composition of worldwide 
earnings, tax regulations governing each region, net operating loss carryforwards, availability of tax credits and the effectiveness of Intevac’s 
tax planning strategies. Management carefully monitors these factors and timely adjusts the effective income tax rate.  

16. Commitments and Contingencies  

From time to time, Intevac may have certain contingent liabilities that arise in the ordinary course of its business activities. Intevac 
accounts for contingent liabilities when it is probable that future expenditures will be made and such expenditures can be reasonably estimated.  

Leases  

Intevac leases certain facilities under non-cancelable operating leases that expire at various times up to March 2024 and has options to 
renew most leases, with rentals to be negotiated. Certain of Intevac’s leases contain provisions for rental adjustments. Included in other long-
term assets on the consolidated balance sheets is $371,000 of prepaid rent as of March 29, 2014 related to the effective rent on Intevac’s long-
term lease for Intevac’s Santa Clara, California facility. The terms of the Company’s lease of its Santa Clara, California facility include a tenant 
improvement allowance of up to $1.7 million. Tenant improvement allowances are reimbursements received from the landlord for initial 
construction costs and are amortized on a straight-line basis over the lease term as a reduction in rent. The tenant improvement allowances are 
recorded when the Company has completed its obligations and the tenant improvement allowance is receivable. In addition, Intevac is required 
to maintain a standby letter of credit for $1.0 million for this lease. The facility leases require Intevac to pay for all normal maintenance costs. 
Gross rental expense for the three months ended March 29, 2014 was $777,000.  
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     Three Months Ended   
     March 29,     March 30,   
     2014     2013   

     

Severance and  
other employee-

 
related costs     

Severance and  
other employee-

 
related costs   

     (In thousands)   

Beginning balance     $ —     $ —   
Provision for restructuring reserves       227        502    
Cash payments made       (227 )      (461 )  

                     

Ending balance     $ —     $ 41    
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INTEVAC, INC.  

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)  
(Unaudited)  

   
As of March 29, 2014, future minimum lease payments are as follows.  
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(In thousands)       

2014    $ 1,194    
2015      3,168    
2016      3,098    
2017      2,645    
2018      2,630    
Thereafter      15,149    

          

  $ 27,884    
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This Quarterly Report on Form 10-Q contains forward-looking statements, which involve risks and uncertainties. Words such as 
“believes,” “expects,” “anticipates” and the like indicate forward-looking statements. These forward-looking statements include comments 
related to Intevac’s shipments, projected revenue recognition, product costs, gross margin, operating expenses, interest income, income taxes, 
cash balances and financial results in 2014 and beyond; projected customer requirements for Intevac’s new and existing products, and when, 
and if, Intevac’s customers will place orders for these products; Intevac’s ability to proliferate its Photonics technology into major military 
programs and to develop and introduce commercial imaging products; the timing of delivery and/or acceptance of the systems and products that 
comprise Intevac’s backlog for revenue and the Company’s ability to achieve cost savings. Intevac’s actual results may differ materially from 
the results discussed in the forward-looking statements for a variety of reasons, including those set forth under “Risk Factors” and in other 
documents we file from time to time with the Securities and Exchange Commission, including our Annual Report on Form 10-K filed on 
February 20, 2014, and our periodic Form 10-Q’s and Form 8-K’s.  

Overview  

Intevac provides process manufacturing equipment solutions to the hard disk drive industry and high-productivity process manufacturing 
equipment to the photovoltaic (“PV”) industry. Intevac also provides sensors, cameras and systems for government applications such as night 
vision and long-range target identification. Intevac’s customers include manufacturers of hard disk drives and PV cells as well as the U.S. 
government and its agencies and contractors. Intevac reports two segments: Equipment and Photonics.  

Product development and manufacturing activities occur in North America and Asia. Intevac has field offices in Asia to support its 
equipment customers. Intevac’s equipment and service products are highly technical and are sold primarily through Intevac’s direct sales force. 
Intevac also sells its products through distributors in Japan and China.  

Intevac’s results are driven by worldwide demand for hard disk drives, which in turn depends on the growth in digital data creation and 
storage, the rate of a real density improvements, the end-user demand for personal computers, enterprise data storage, including on-line, cloud 
storage and near-line applications, personal audio and video players and video game platforms that include such drives. Demand for Intevac’s 
equipment is impacted by Intevac’s customers’ relative market share positions and production capacity needs. Intevac continues to execute its 
strategy of equipment diversification into new markets by introducing new products for PV solar cell manufacturing and most recently a thin 
film physical vapor deposition (“PVD”) application for protective coating for touch screen cover glass manufacturing. Intevac believes that 
expansion into these markets, which Intevac believes are significantly larger than the hard disk drive deposition equipment market, will result 
in incremental equipment revenues for Intevac and decrease Intevac’s dependence on the hard disk drive industry. Intevac’s equipment 
business is subject to cyclical industry conditions, as demand for manufacturing equipment and services can change depending on supply and 
demand for hard disk drives and PV cells, as well as other factors such as global economic conditions and technological advances in fabrication 
processes.  

The following table presents certain significant measurements for the three months ended March 29, 2014 and March 30, 2013:  
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations 

     Three Months Ended   

     

March 29, 
 

2014     

March 30, 
 

2013     
Change over 
prior period   

     
(In thousands, except percentages and  

per share amounts)   

Net revenues     $ 17,015      $ 12,982      $ 4,033    
Gross profit     $ 4,810      $ 3,514      $ 1,296    
Gross margin percent       28.3 %      27.1 %      1.2 points    
Net loss     $ (4,521 )    $ (8,264 )    $ 3,743    
Loss per diluted share     $ (0.19 )    $ (0.35 )    $ 0.16    
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Net revenues increased during the first quarter of fiscal 2014 compared to the same period in the prior year primarily due to higher 
equipment sales to disk manufacturers and higher Photonics’ product sales, offset in part by lower Photonics’ technology development 
contracts. Equipment recognized revenue on one 200 Lean system in the first quarter of fiscal 2014 and did not recognize any revenue on 200 
Lean systems in the first quarter of fiscal 2013. The net loss for the first quarter of fiscal 2014 decreased compared to the same period in the 
prior year due to higher revenues and lower operating expenses as a result of cost reduction initiatives. Also in the first quarter of fiscal 2013, 
Intevac recognized a loss on the sale of DeltaNu in the amount of $0.2 million which did not re-occur in the first quarter of fiscal 2014.  

In fiscal 2014, Intevac expects that demand for and growth in hard disk media will increase, but this demand will not exceed the existing 
capacity during the year. The Company therefore expects that capacity shipments of Intevac equipment to hard disk drive manufacturers will be 
approximately at the same levels as 2013. In 2014, Intevac expects higher sales of new thin-film equipment products. For fiscal 2014, Intevac 
expects that Photonics business levels will increase from 2013 as Photonics delivers production shipments of the pilot night vision system for 
the Apache helicopter.  

Intevac’s trademarks, include the following: “200 Lean ,” “AccuLuber™,” “EBAPS ,” “ENERG i ™,” “I-Port™,” “LithoPrime™,” 
“LIVAR ,” “MicroVista ,” “NanoTexture™,” “NightVista ,” and “Night Port™ .  

Results of Operations  

Net revenues  
   

Equipment revenue for the three months ended March 29, 2014 included revenue recognized for one 200 Lean system, disk equipment 
technology upgrades and spare parts. Equipment revenue for the three months ended March 30, 2013 included revenue recognized for 
AccuLuber systems, disk equipment technology upgrades and spare parts. Equipment revenue for both the three months ended 
March 29, 2014 and March 30, 2013 did not include any sales of solar tools.  

Photonics revenue for the three months ended March 29, 2014 increased over the same period in the prior year as a result of increased 
product sales offset in part by lower contract R&D work. The decrease in contract R&D revenue was the result of completion of the program to 
design the Apache pilot night viewing system during mid 2013. The increase in product sales resulted from the transition to production 
deliveries for the Apache pilot night viewing camera at the end of 2013. On March 29, 2013, Intevac sold certain assets comprising its Raman 
spectroscopy instruments product line, also known as DeltaNu, and no longer offers Raman spectroscopy products.  
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     Three Months Ended   

     

March 29, 
 

2014      

March 30, 
 

2013      

Change over 

 
prior period   

     (In thousands)   

Equipment     $ 9,047       $ 5,368       $ 3,679    
Photonics           

Contract Research and Development (“R&D”)       3,695         4,097         (402 )  
Products       4,273         3,517         756    

                                 

     7,968         7,614         354    
                                 

Total net revenues     $ 17,015       $ 12,982       $ 4,033    
         

  

         

  

         

  

® ® 
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Backlog  
   

Equipment backlog at March 29, 2014 included one PV deposition system, one PVD touch screen cover glass coating system and did not 
include any 200 Lean systems. Equipment backlog at December 31, 2013 included one 200 Lean system and one PV deposition system. 
Equipment backlog at March 30, 2013 included one ENERG i ™ system and did not include any 200 Lean systems. Photonics backlog at 
March 29, 2014 includes $14.1 million in revenue that will be earned beyond the first quarter of 2015.  

Revenue by geographic region  
   

International sales include products shipped to overseas operations of U.S. companies. The increase in U.S. sales in 2014 versus 2013 was 
primarily due to delivery of a 200 Lean system to a U.S. factory of a U.S. customer, higher camera sales to a U.S. customer and the initial 
production shipments of the pilot night vision camera for the Apache helicopter. The decrease in sales to the Asia region in 2014 versus 2013 
was primarily due to lower net revenues from disk lubrication systems and technology upgrades. The decrease in sales to the Europe region in 
2014 versus 2013 was primarily due to lower sales of Photonics’ digital night-vision cameras to a NATO customer.  

Gross profit  
   

Cost of net revenues consists primarily of purchased materials and costs attributable to contract R&D, and also includes fabrication, 
assembly, test and installation labor and overhead, customer-specific engineering costs, warranty costs, royalties, provisions for inventory 
reserves and scrap.  

Equipment gross margin of 22.2% in the three months ended March 29, 2014 was flat compared to 22.4% reported in the three months 
ended March 30, 2013. Gross margins in the Equipment business will vary depending on a number of factors, including revenue levels, product 
mix, product cost, system configuration and pricing, factory utilization, and provisions for excess and obsolete inventory.  
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March 29, 
 

2014      

December 31, 
 

2013      

March 30, 
 

2013   
     (In thousands)   

Equipment     $ 8,451       $ 13,565       $ 11,542    
Photonics       43,398         46,319         23,575    

                                 

Total backlog     $ 51,849       $ 59,884       $ 35,117    
         

  

         

  

         

  

     Three Months Ended   

     

March 29, 
 

2014      

March 30, 
 

2013      

Change over 

 
prior period   

     (In thousands)   

United States     $ 14,508       $ 7,333       $ 7,175    
Asia       1,480         4,485         (3,005 )  
Europe       1,027         1,164         (137 )  

                                 

Total net revenues     $ 17,015       $ 12,982       $ 4,033    
         

  

         

  

         

  

     Three Months Ended   

     

March 29, 
 

2014     

March 30, 
 

2013     

Change over 

 
prior period   

     (In thousands, except percentages)   

Equipment gross profit     $ 2,006      $ 1,203      $ 803    
% of Equipment net revenues       22.2 %      22.4 %    
Photonics gross profit     $ 2,804      $ 2,311      $ 493    
% of Photonics net revenues       35.2 %      30.4 %    
Total gross profit     $ 4,810      $ 3,514      $ 1,296    
% of net revenues       28.3 %      27.1 %    
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Photonics gross margin was 35.2% in the three months ended March 29, 2014 and increased from 30.4% in the three months ended 
March 30, 2013 due to higher margins on contract R&D and lower warranty costs.  

Research and development  
   

Research and development spending decreased in Equipment and in Photonics during the three months ended March 29, 2014 as 
compared to the three months ended March 30, 2013. The decrease in Equipment spending was due primarily to decreased PV development 
and from cost reduction initiatives. Photonics research and development spending during the first quarter of fiscal 2013 included costs from 
DeltaNu which did not re-occur in the first quarter of fiscal 2014 as DeltaNu was sold on March 29, 2013. Research and development expenses 
do not include costs of $2.5 million and $3.2 million for the three-month periods ended March 29, 2014 and March 30, 2013, respectively, 
which are related to customer-funded contract R&D programs at Photonics and therefore included in cost of net revenues.  

Selling, general and administrative  
   

Selling, general and administrative expense consists primarily of selling, marketing, customer support, financial and management costs. 
The decrease in selling, general and administrative spending in the three months ended March 29, 2014 was primarily the result of lower 
variable compensation program expense and savings from cost reduction initiatives, offset in part by increased equity compensation expense 
and increased professional service costs associated with a contested election.  

Cost reduction plans  

During the first quarter of fiscal 2014, Intevac substantially completed implementation of the 2014 cost reduction plan (the “Plan”), 
which was intended to reduce expenses and reduce its workforce by 5 percent. The total cost of implementing the Plan was $227,000 of which 
$43,000 was reported under cost of net revenues and $184,000 was reported under operating expenses. Substantially all cash outlays in 
connection with the Plan occurred in the first quarter of fiscal 2014. Implementation of the Plan is expected to reduce salary, wages and other 
employee-related expenses by approximately $1.9 million on an annual basis.  

During the first quarter of fiscal 2013, Intevac announced the 2013 cost reduction plan (the “2013 Plan”) to reduce expenses including a 
reduction in its workforce. Implementation of the Plan was substantially completed in the first half of fiscal 2013 and the workforce was 
reduced by 18 percent. Intevac recognized employee-related costs of $502,000 during the quarter ended March 30, 2013 of which $179,000 
was reported under cost of net revenues and $323,000 was reported under operating expenses in connection with the 2013 Plan. Substantially 
all cash outlays in connection with the 2013 Plan occurred in the first half of fiscal 2013. The total employee-related cost of implementing the 
Plan was $742,000. As of March 29, 2014, activities related to the 2013 Plan were complete.  
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     Three Months Ended   

     

March 29, 
 

2014      

March 30, 
 

2013      

Change over 

 
prior period   

     (In thousands)   

Research and development expense     $ 4,273       $ 6,358       $ (2,085 )  

     Three Months Ended   

     

March 29, 
 

2014      

March 30, 
 

2013      

Change over 

 
prior period   

     (In thousands)   

Selling, general and administrative expense     $ 5,261       $ 5,971       $ (710 )  
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Loss on divestiture  

On March 29, 2013, the Company sold certain assets, including existing tangible and intangible assets, which comprised its Raman 
spectroscopy instruments product line, also known as DeltaNu, for consideration not to exceed $1.5 million, of which $500,000 was received in 
cash upon closing, and recorded a loss of $208,000. See Note 6 “Divestiture” in the notes to the condensed consolidated financial statements 
for additional information related to the loss on divestiture.  

Interest income and other, net  
   

Interest income and other, net in the three months ended March 29, 2014 included $47,000 of interest income on investments, various 
other income of $22,000 and $4,000 of foreign currency gains. Interest income and other, net in the three months ended March 30, 2013 
included $82,000 of interest income on investments and various other income of $11,000 partially offset by $13,000 of foreign currency losses. 
The decrease in interest income in the three months ended March 29, 2014 resulted from lower invested balances and lower interest rates.  

Income tax benefit  
   

Intevac recorded income tax benefits of $130,000 and $679,000 for the three months ended March 29, 2014 and March 30, 2013, 
respectively. The income tax provisions for the three month periods are based upon estimates of annual income (loss), annual permanent 
differences and statutory tax rates in the various jurisdictions in which Intevac operates. Intevac did not recognize a benefit on the U.S. net 
operating loss for the three months ended March 29, 2014 and March 30, 2013 due to having full valuation allowances on the U.S. deferred tax 
assets. Intevac’s tax rate differs from the applicable statutory rates due primarily to establishment of a valuation allowance, the utilization of 
deferred and current credits and the effect of permanent differences and adjustments of prior permanent differences. Intevac’s future effective 
income tax rate depends on various factors including, the level of Intevac’s projected earnings, the geographic composition of worldwide 
earnings, tax regulations governing each region, net operating loss carryforwards, availability of tax credits and the effectiveness of Intevac’s 
tax planning strategies. Management carefully monitors these factors and timely adjusts the effective income tax rate.  

Liquidity and Capital Resources  

At March 29, 2014, Intevac had $75.0 million in cash, cash equivalents, and investments compared to $81.4 million at 
December 31, 2013. During the first three months of 2014, cash, cash equivalents and investments decreased by $6.4 million due primarily to 
cash used by operating activities, repurchases of common stock and purchases of fixed assets partially offset by cash received from the sale of 
Intevac common stock to Intevac’s employees through Intevac’s employee benefit plans.  
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     Three Months Ended   

     

March 29, 
 

2014      

March 30, 
 

2013      

Change over 

 
prior period   

     (In thousands)   

Interest income and other, net     $ 73       $ 80       $ (7 )  

     Three Months Ended   

     

March 29, 
 

2014      

March 30, 
 

2013      

Change over 

 
prior period   

     (In thousands)   

Income tax benefit     $ 130       $ 679       $ (549 )  
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Cash, cash equivalents and investments consist of the following:  
   

Operating activities used cash of $4.4 million during the first three months of 2014 and generated cash of $377,000 during the first three 
months of 2013. The decrease in cash generated by operating activities was due primarily to increases in working capital during the first three 
months of 2014 and the payment of annual bonuses, offset in part by a smaller net loss.  

Accounts receivable totaled $15.3 million at March 29, 2014, compared to $15.0 million at December 31, 2013. The increase of $217,000 
in the receivable balance was due primarily to increased revenue levels. Total net inventories decreased to $20.7 million at March 29, 2014, 
compared to $22.8 million at December 31, 2013 reflecting the sale of one 200 Lean system. Accounts payable increased slightly to 
$4.1 million at March 29, 2014 compared to $4.0 million at December 31, 2013 in line with business levels. Accrued payroll and related 
liabilities decreased to $3.6 million at March 29, 2014 compared to $5.0 million at December 31, 2013 primarily related to the payment for 
prior year bonuses. Customer deposits decreased to $2.0 million at March 29, 2014 compared to $3.7 million at December 31, 2013.  

Investing activities generated cash of $11.8 million during the first three months of 2014. Proceeds from sales of investments net of 
purchases totaled $13.2 million. Capital expenditures for the three months ended March 29, 2014 were $1.4 million.  

Financing activities in the first three months of 2014 used cash of $140,000. The sale of Intevac common stock to Intevac’s employees 
through Intevac’s employee benefit plans generated cash $1.0 million. Cash used to repurchase shares of common stock under the Company’s 
stock repurchase program totaled $1.1 million for the three months ended March 29, 2014.  

Intevac’s investment portfolio consists principally of investment grade money market mutual funds, U.S. Treasury and agency securities, 
commercial paper, municipal bonds and corporate bonds. Intevac regularly monitors the credit risk in its investment portfolio and takes 
measures, which may include the sale of certain securities, to manage such risks in accordance with its investment policies.  

As of March 29, 2014, approximately $11.0 million of cash and cash equivalents were domiciled in foreign tax jurisdictions. Intevac 
expects a significant portion of these funds to remain off shore in the short term. If the Company chose to repatriate these funds to the United 
States, it would be required to accrue and pay additional taxes on any portion of the repatriation where no United States income tax had been 
previously provided.  

Intevac believes that its existing cash, cash equivalents and investments will be sufficient to meet its cash requirements for the foreseeable 
future. Intevac intends to undertake approximately $3.0 million to $3.5 million in capital expenditures during the remainder of 2014.  
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March 29, 

 
2014      

December 31, 

 
2013   

     (In thousands)   
Cash and cash equivalents     $ 27,337       $ 20,121    
Short-term investments       40,037         48,975    
Long-term investments       7,659         12,318    

                      

Total cash, cash equivalents and investments     $ 75,033       $ 81,414    
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Contractual Obligations  

The following table summarizes Intevac’s contractual obligations as of March 29, 2014:  
   

   

Critical Accounting Policies and Estimates  

The preparation of financial statements and related disclosures in conformity with accounting principles generally accepted in the United 
States of America (“US GAAP”) requires management to make judgments, assumptions and estimates that affect the amounts reported. 
Intevac’s significant accounting policies are described in Note 1 to the consolidated financial statements included in Item 8 of Intevac’s Annual 
Report on Form 10-K filed on February 20, 2014. Certain of these significant accounting policies are considered to be critical accounting 
policies, as defined below.  

A critical accounting policy is defined as one that is both material to the presentation of Intevac’s financial statements and requires 
management to make difficult, subjective or complex judgments that could have a material effect on Intevac’s financial conditions and results 
of operations. Specifically, critical accounting estimates have the following attributes: 1) Intevac is required to make assumptions about matters 
that are highly uncertain at the time of the estimate; and 2) different estimates Intevac could reasonably have used, or changes in the estimate 
that are reasonably likely to occur, would have a material effect on Intevac’s financial condition or results of operations.  

Estimates and assumptions about future events and their effects cannot be determined with certainty. Intevac bases its estimates on 
historical experience and on various other assumptions believed to be applicable and reasonable under the circumstances. These estimates may 
change as new events occur, as additional information is obtained and as Intevac’s operating environment changes. These changes have 
historically been minor and have been included in the consolidated financial statements as soon as they become known. In addition, 
management is periodically faced with uncertainties, the outcomes of which are not within its control and will not be known for prolonged 
periods of time. Many of these uncertainties are discussed in the section below entitled “Risk Factors.” Based on a critical assessment of 
Intevac’s accounting policies and the underlying judgments and uncertainties  
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     Payments due by period   
     Total      < 1 Year      1–3 Years      3-5 Years      > 5 Years   
     (in thousands)   

Operating lease obligations     $ 27,884       $ 1,194       $ 6,266       $ 5,275       $ 15,149    
Purchase obligations and commitments       6,969         6,969         —        —        —   
Other long-term liabilities       167         167         —        —        —   

                                                       

Total     $ 35,020       $ 8,330       $ 6,266       $ 5,275       $ 15,149    
         

  

         

  

         

  

         

  

         

  

Purchase obligations include agreements to purchase goods or services that are enforceable and legally binding on Intevac and that specify 
all significant terms, including fixed or minimum quantities to be purchased; fixed, minimum or variable price provisions; and the 
approximate timing of the transaction. Purchase obligations exclude agreements that are cancelable without penalty. These purchase 
obligations are related principally to inventory and other items.  

  Intevac is unable to reliably estimate the timing of future payments related to uncertain tax positions; therefore, $409,000 of unrecognized 
tax benefits has been excluded from the table above.  
Total excludes contractual obligations already recorded on the condensed consolidated balance sheet as current liabilities (except other long-
term liabilities) and certain purchase obligations.  
Total excludes contingent consideration that may be paid pursuant to asset purchases or business combinations.  

1 

2, 4 

3, 4 

1 

2 

3 

4 
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affecting the application of those policies, management believes that Intevac’s consolidated financial statements are fairly stated in accordance 
with US GAAP, and provide a meaningful presentation of Intevac’s financial condition and results of operation.  

For further information about Intevac’s other critical accounting policies, see the discussion of critical accounting policies in Intevac’s 
2013 Form 10-K. Management believes that there has been no significant change during the three months ended March 29, 2014 to the items 
identified as critical accounting policies in Intevac’s 2013 Form 10-K.  

   

Interest rate risk. Intevac’s exposure to market risk for changes in interest rates relates primarily to its investment portfolio. Intevac does 
not use derivative financial instruments in Intevac’s investment portfolio. The Company has adopted an investment policy and established 
guidelines relating to credit quality, diversification and maturities of its investments in order to preserve principal and maintain liquidity. All 
investment securities in Intevac’s portfolio have an investment grade credit rating. Investments typically consist of commercial paper, 
obligations of the U.S. government and its agencies, corporate debt securities and municipal bonds.  

The table below presents principal amounts and related weighted-average interest rates by year of expected maturity for Intevac’s 
investment portfolio at March 29, 2014.  
   

Foreign exchange risk. From time to time, Intevac enters into foreign currency forward exchange contracts to hedge certain of its 
anticipated foreign currency re-measurement exposures. The objective of these contracts is to minimize the impact of foreign currency 
exchange rate movements on Intevac’s operating results. The notional amount of Company’s foreign currency derivatives was $628,000 at 
March 29, 2014.  

   

    Evaluation of disclosure controls and procedures  

Intevac maintains a set of disclosure controls and procedures that are designed to ensure that information relating to Intevac, Inc. required 
to be disclosed in periodic filings under the Securities Exchange Act of 1934, or Exchange Act, is recorded, processed, summarized and 
reported in a timely manner under the Exchange Act. In connection with the filing of this Form 10-Q for the quarter ended March 29, 2014, as 
required under Rule 13a-15(b) of the Exchange Act, an evaluation was carried out under the supervision and with the participation of 
management, including the Chief Executive Officer and Chief Financial Officer, of the effectiveness of Intevac’s disclosure  
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Item 3.     
Quantitative 

and Qualitative Disclosures About Market Risk 

     2014     2015     2016     Total      
Fair  

Value   
     (In thousands, except percentages)   

Cash equivalents              

Variable rate amounts     $ 21,374        —          —        $ 21,374       $ 21,374    
Weighted-average rate       0.04 %      —          —           

Short-term investments              

Fixed rate amounts     $ 30,421      $ 7,579        —        $ 38,000       $ 38,029    
Weighted-average rate       1.68 %      3.25 %      —           

Variable rate amounts     $ 2,003        —          —        $ 2,003       $ 2,008    
Weighted-average rate       0.98 %      —          —           

Long-term investments              

Fixed rate amounts       —        $ 4,658      $ 2,996      $ 7,654       $ 7,659    
Weighted-average rate       —          2.39 %      0.38 %       

Total investment portfolio     $ 53,798      $ 12,237      $ 2,996      $ 69,031       $ 69,070    

Item 4.     
Controls 

and Procedures 
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controls and procedures as of the end of the period covered by this quarterly report. Based on this evaluation, Intevac’s Chief Executive Officer 
and Chief Financial Officer concluded that our disclosure controls and procedures were effective as of March 29, 2014.  

Attached as exhibits to this Quarterly Report are certifications of the CEO and the CFO, which are required in accordance with Rule 13a-
14 of the Exchange Act. This Controls and Procedures section includes the information concerning the controls evaluation referred to in the 
certifications, and it should be read in conjunction with the certifications for a more complete understanding of the topics presented.  

Definition of disclosure controls  

Disclosure Controls are controls and procedures designed to ensure that information required to be disclosed in our reports filed under the 
Exchange Act, such as this Quarterly Report, is recorded, processed, summarized and reported within the time periods specified in the 
Securities and Exchange Commission’s rules and forms. Disclosure Controls are also designed to ensure that such information is accumulated 
and communicated to our management, including the CEO and CFO, as appropriate to allow timely decisions regarding required disclosure. 
Our Disclosure Controls include components of our internal control over financial reporting, which consists of control processes designed to 
provide reasonable assurance regarding the reliability of our financial reporting and the preparation of financial statements in accordance with 
generally accepted accounting principles in the U.S. To the extent that components of our internal control over financial reporting are included 
within our Disclosure Controls, they are included in the scope of our quarterly controls evaluation.  

Limitations on the effectiveness of controls  

Intevac’s management, including the CEO and CFO, does not expect that Intevac’s Disclosure Controls or Intevac’s internal control over 
financial reporting will prevent all error and all fraud. A control system, no matter how well designed and operated, can provide only 
reasonable, not absolute, assurance that the control system’s objectives will be met. Further, the design of a control system must reflect the fact 
that there are resource constraints, and the benefits of controls must be considered relative to their costs. Because of the inherent limitations in 
all control systems, no evaluation of controls can provide absolute assurance that all control issues and instances of fraud, if any, within Intevac 
have been detected. These inherent limitations include the realities that judgments in decision-making can be faulty and that breakdowns can 
occur because of simple error or mistake. Controls can also be circumvented by the individual acts of some persons, by collusion of two or 
more people, or by management override of the controls. The design of any system of controls is based in part on certain assumptions about the 
likelihood of future events, and there can be no assurance that any design will succeed in achieving its stated goals under all potential future 
conditions. Over time, controls may become inadequate because of changes in conditions or deterioration in the degree of compliance with 
policies or procedures. Because of the inherent limitations in a cost-effective control system, misstatements due to error or fraud may occur and 
not be detected.  

Changes in internal controls over financial reporting  

There were no changes in our internal controls over financial reporting that occurred during the period covered by this Quarterly Report 
on Form 10-Q that have materially affected, or are reasonably likely to materially affect, Intevac’s internal control over financial reporting.  

PART II. OTHER INFORMATION  
   

From time to time, Intevac is involved in claims and legal proceedings that arise in the ordinary course of business. Intevac expects that 
the number and significance of these matters will increase as Intevac’s business expands. Any claims or proceedings against us, whether 
meritorious or not, could be time consuming, result in costly litigation, require significant amounts of management time, result in the diversion 
of significant operational resources, or require us to enter into royalty or licensing agreements which, if required, may not be available on terms 
favorable to us or at all. Intevac is not presently a party to any lawsuit or proceeding that, in Intevac’s opinion, is likely to seriously harm 
Intevac’s business.  
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The following factors could materially affect Intevac’s business, financial condition or results of operations and should be carefully considered 
in evaluating the Company and its business, in addition to other information presented elsewhere in this report.  

The industries we serve are cyclical, volatile and unpredictable.  

The majority of our revenue is derived from the sale of equipment used to manufacture commodity technology products such as disk 
drives and PV solar cells. This subjects us to business cycles, the timing, length and volatility of which can be difficult to predict. When 
demand for commodity technology products exceeds production capacity, then demand for new capital equipment such as ours tends to be 
amplified. Conversely, when supply of commodity technology products exceeds demand, then demand for new capital equipment such as ours 
tends to be depressed. For example, sales of systems for magnetic disk production were depressed from late 2007 through 2009. The number of 
new systems delivered increased in 2010 as customers increased their production capacity in response to increased demand for digital storage, 
but decreased in 2011, 2012 and 2013, as the hard disk drive industry did not add the same level of capacity that it did in 2010. We cannot 
predict with any certainty when these cycles will begin or end. For example, while we previously believed that our sales would continue to be 
depressed through 2013, we now believe that the cycle will continue through at least 2014.  

Our equipment represents only a portion of the capital expenditure that our customers incur when they upgrade or add production 
capacity. Accordingly, our customers generally commit to making large capital expenditures far in excess of the cost of our systems alone 
when they decide to purchase our systems. The magnitude of these capital expenditures requires our customers to have access to large amounts 
of capital. Our customers generally reduce their level of capital investment during downturns in the overall economy or during a downturn in 
their industries.  

We must effectively manage our resources and production capacity to meet rapidly changing demand. Our business experiences rapid 
growth and contraction, which stresses our infrastructure, internal systems and managerial resources. During periods of increasing demand for 
our products, we must have sufficient manufacturing capacity and inventory to meet customer demand; attract, retain and motivate a sufficient 
number of qualified individuals; and effectively manage our supply chain. During periods of decreasing demand for our products, we must be 
able to align our cost structure with prevailing market conditions; motivate and retain key employees and effectively manage our supply chain.  

Sales of our equipment are primarily dependent on our customers’ upgrade and capacity expansion plans and whether our customers 
select our equipment.  

We have no control over our customers’ upgrade and capacity expansion plans, and we cannot be sure they will select, or continue to 
select, our equipment when they upgrade or expand their capacity. The sales cycle for our equipment systems can be a year or longer, involving 
individuals from many different areas of Intevac and numerous product presentations and demonstrations for our prospective customers. Our 
sales process also commonly includes production of samples, customization of our products, and installation of evaluation systems in the 
factories of our prospective customers. We do not enter into long-term contracts with our customers, and until an order is actually submitted by 
a customer there is no binding commitment to purchase our systems.  

The Photonics’ business is also subject to long sales cycles because many of its products, such as our military imaging products, often 
must be designed into the customers’ end products, which are often complex state-of-the-art products. These development cycles are typically 
multi-year, and our sales are contingent on our customers successfully integrating our product into their product, completing development of 
their product and then obtaining production orders for their product from the U.S. government or its allies.  
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Sales of new manufacturing systems are also dependent on obsolescence and replacement of the installed base of our customers’ existing 
equipment with newer, more capable equipment. If upgrades are developed that extend the useful life of the installed base of systems, then we 
tend to sell more upgrade products and fewer new systems, which can significantly reduce total revenue. For example, some of our 200 Lean 
customers continue to use legacy systems for the production of perpendicular media, which delayed the replacement of such systems with new 
200 Lean systems.  

Our 200 Lean customers also experience competition from companies that produce alternative storage technologies like flash memory, 
which offer smaller size, lower power consumption and more rugged designs. These storage technologies are being used increasingly in 
enterprise applications and smaller form factors such as tablets, smart-phones, ultra-books, and notebook personal computers instead of hard 
disk drives. Tablet computing devices and smart-phones have never contained, nor are they likely in the future to contain, a disk drive. Products 
using alternative technologies, such as flash memory, optical storage and other storage technologies are becoming increasingly common and 
could become a significant source of competition to particular applications of the products of our 200 Lean customers, which could adversely 
affect our results of operations. If alternative technologies, such as flash memory, replace hard disk drives as a significant method of digital 
storage, then demand for our hard disk manufacturing products would decrease.  

Our growth depends on development of technically advanced new products and processes.  

We have invested heavily, and continue to invest, in the development of new products, such as our 200 Lean and other PVD systems, our 
solar systems for PV applications, our digital night-vision products and our near-eye display products. Our success in developing and selling 
new products depends upon a variety of factors, including our ability to: predict future customer requirements, make technological advances, 
achieve a low total cost of ownership for our products, introduce new products on schedule, manufacture products cost-effectively including 
transitioning production to volume manufacturing; commercialize and attain customer acceptance of our products; and achieve acceptable and 
reliable performance of our new products in the field. Our new product decisions and development commitments must anticipate continuously 
evolving industry requirements significantly in advance of sales. In addition, we are attempting to expand into new or related markets, 
including the PV market. Our expansion into the PV market is dependent upon the success of our customers’ development plans. To date we 
have not recognized material revenue from such products. Failure to correctly assess the size of the markets, to successfully develop cost 
effective products to address the markets or to establish effective sales and support of the new products would have a material adverse effect on 
future revenues and profits.  

Rapid technological change in our served markets requires us to rapidly develop new technically advanced products. Our future success 
depends in part on our ability to develop and offer new products with improved capabilities and to continue to enhance our existing products. If 
new products have reliability or quality problems, our performance may be impacted by reduced orders, higher manufacturing costs, delays in 
acceptance and payment for new products and additional service and warranty expenses.  

We are exposed to risks associated with a highly concentrated customer base.  

Historically, a significant portion of our revenue in any particular period has been attributable to sales of our disk sputtering systems to a 
limited number of customers. This concentration of customers, when combined with changes in the customers’ specific capacity plans and 
market share shifts can lead to extreme variability in our revenue and financial results from period to period.  

The concentration of our customer base may enable our customers to demand pricing and other terms unfavorable to Intevac, and makes 
us more vulnerable to changes in demand by a given customer. Orders from a relatively limited number of manufacturers have accounted for, 
and will likely continue to account for, a substantial portion of our revenues. The loss of one of these large customers, or delays in purchasing 
by them, could have a material and adverse effect on our revenues.  
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We operate in an intensely competitive marketplace, and our competitors have greater resources than we do.  

In the market for our disk sputtering systems, we experience competition primarily from Canon Anelva, which has sold a substantial 
number of systems worldwide. In the PV equipment market, Intevac faces competition from large established competitors including Applied 
Materials, Centrotherm Photovoltaics, Amtech, Jusung and Von Ardenne. In the market for our military imaging products we experience 
competition from companies such as ITT Exelis and L-3 Communications. Some of our competitors have substantially greater financial, 
technical, marketing, manufacturing and other resources than we do, especially in the PV equipment market. Our competitors may develop 
enhancements to, or future generations of, competitive products that offer superior price or performance features, and new competitors may 
enter our markets and develop such enhanced products. Moreover, competition for our customers is intense, and our competitors have 
historically offered substantial pricing concessions and incentives to attract our customers or retain their existing customers.  

Our operating results fluctuate significantly from quarter to quarter, which can lead to volatility in the price of our common stock.  

Our quarterly revenues and common stock price have fluctuated significantly. We anticipate that our revenues, operating margins and 
common stock price will continue to fluctuate for a variety of reasons, including: (1) changes in the demand, due to seasonality, cyclicality and 
other factors in the markets for computer systems, storage subsystems and consumer electronics containing disks our customers produce with 
our systems; (2) delays or problems in the introduction and acceptance of our new products, or delivery of existing products; (3) timing of 
orders, acceptance of new systems by our customers or cancellation of those orders; (4) new products, services or technological innovations by 
our competitors or us; (5) changes in our manufacturing costs and operating expense; (6) changes in general economic, political, stock market 
and industry conditions; and (7) any failure of our operating results to meet the expectations of investment research analysts or investors.  

Any of these, or other factors, could lead to volatility and/or a rapid change in the trading price of our common shares. In the past, 
securities class action litigation has been instituted against companies following periods of volatility in the market price of their securities. Any 
such litigation, if instituted against Intevac, could result in substantial costs and diversion of management time and attention.  

Adverse economic conditions and volatility and disruption of the capital and credit markets may negatively impact our revenues and our 
ability to access financing.  

Economic conditions worldwide have contributed to decreased spending by our customers and a slowdown in the hard disk drive 
industry. These factors have adversely impacted our operating results and have caused us to be cautious about our future outlook. Our 
customers also continue to remain cautious about the economy. Negative macroeconomic and global recessionary factors, further volatility or 
disruption in the capital and credit markets or further uncertainty or weakening in key markets could negatively impact spending for our 
products and may materially adversely affect our business, operating results and financial condition.  

In addition, while we intend to finance operations with existing cash and cash flow from operations, if necessary, we may require 
financing to support our continued operations. Due to the existing uncertainty in the capital and credit markets, our access to capital may not be 
available on terms acceptable to us or at all.  

We may not be able to obtain export licenses from the U.S. government permitting delivery of our products to international customers.  

Many of our products, especially Photonics’ products, require export licenses from U.S. government agencies under the Export 
Administration Act, the Trading with the Enemy Act of 1917, the Arms Export Act of 1976 or the International Traffic in Arms Regulations. 
These regulations limit the potential market for some of our products. We can give no assurance that we will be successful in obtaining all the 
licenses necessary to export our products. Heightened government scrutiny of export licenses for defense related products has resulted in 
lengthened review periods for our license applications. Exports to countries that are not considered by the U.S. government to be allies are 
likely to be prohibited, and even sales to U.S. allies may be limited. Failure to comply with export control laws, including identification and 
reporting of all exports and re-exports of controlled technology or exports made without correct license approval or improper license use could 
result in severe penalties and revocation of licenses. Failure to obtain export licenses, delays in obtaining licenses, or revocation of previously 
issued licenses would prevent us from selling the affected products outside the United States and could negatively impact our results of 
operations.  
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The Photonics business is dependent on U.S. government contracts, which are subject to fixed pricing, immediate termination and a 
number of procurement rules and regulations.  

We sell our Photonics products and services directly to the U.S. government, as well as to prime contractors for various U.S. government 
programs. The U.S government is considering significant changes in the level of existing, follow-on or replacement programs. We cannot 
predict the impact of potential changes in priorities due to military transformations and/or the nature of future war-related activities. A shift of 
government priorities to programs in which we do not participate and/or reductions in funding for or the termination of programs in which we 
do participate, unless offset by other programs and opportunities, could have a material adverse effect on our financial position, results of 
operations, or cash flows.  

Funding of multi-year government programs is subject to congressional appropriations, and there is no guarantee that the U.S. 
government will make further appropriations, particularly given the U.S. government’s recent focus on spending in other areas and spending 
reductions. Sales to the U.S. government and its prime contractors may also be affected by changes in procurement policies, budget 
considerations and political developments in the United States or abroad. For example, if the U.S. government is less focused on defense 
spending or there is a decrease in hostilities, demand for our products could decrease. The loss of funding for a government program would 
result in a loss of future revenues attributable to that program. The influence of any of these factors, which are beyond our control, could 
negatively impact our results of operations.  

A significant portion of our U.S. government revenue is derived from fixed-price development and production contracts. Under fixed-
price contracts, unexpected increases in the cost to develop or manufacture a product, whether due to inaccurate estimates in the bidding 
process, unanticipated increases in material costs, reduced production volumes, inefficiencies or other factors, are borne by us. We have 
experienced cost overruns in the past that have resulted in losses on certain contracts, and may experience additional cost overruns in the future. 
We are required to recognize the total estimated impact of cost overruns in the period in which they are first identified. Such cost overruns 
could have a material adverse effect on our results of operations.  

Generally, government contracts contain provisions permitting termination, in whole or in part, without prior notice at the government’s 
convenience upon the payment of compensation only for work done and commitments made at the time of termination. We cannot ensure that 
one or more of the government contracts under which we, or our customers, operate will not be terminated under these circumstances. Also, we 
cannot ensure that we, or our customers, would be able to procure new government contracts to offset the revenues lost as a result of any 
termination of existing contracts, nor can we ensure that we, or our customers, will continue to remain in good standing as federal contractors.  

As a U.S. government contractor we must comply with specific government rules and regulations and are subject to routine audits and 
investigations by U.S. government agencies. If we fail to comply with these rules and regulations, the results could include: (1) reductions in 
the value of our contracts; (2) reductions in amounts previously billed and recognized as revenue; (3) contract modifications or termination; 
(4) the assessment of penalties and fines; and (5) suspension or debarment from government contracting or subcontracting for a period of time 
or permanently.  

Our success depends on international sales and the management of global operations.  

The majority of our revenues come from regions outside the United States. Most of our international sales are to customers in Asia, which 
includes products shipped to overseas operations of U.S. companies. We currently have manufacturing facilities in California and Singapore 
and international customer support offices in Singapore, China, and Malaysia. We expect that international sales will continue to account for a 
significant portion of our total revenue in future years. Certain of our suppliers are also located outside the United States.  

Managing our global operations presents challenges including, but not limited to, those arising from: (1) global trade issues; (2) variations 
in protection of intellectual property and other legal rights in different countries; (3)  
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concerns of U.S. governmental agencies regarding possible national commercial and/or security issues posed by growing manufacturing 
business in Asia; (4) fluctuation of interest rates, raw material costs, labor and operating costs, and exchange rates, including the weakening 
relative position of the U.S. dollar; (5) variations in the ability to develop relationships with suppliers and other local businesses; (6) changes in 
the laws and regulations of the United States, including export restrictions, and other countries, as well as their interpretation and application; 
(7) the need to provide technical and spares support in different locations; (8) political and economic instability; (9) cultural differences; 
(10) varying government incentives to promote development; (11) shipping costs and delays; (12) adverse conditions in credit markets; 
(13) variations in tariffs, quotas, tax codes and other market barriers; and (14) barriers to movement of cash.  

We must regularly assess the size, capability and location of our global infrastructure and make appropriate changes to address these 
issues.  

Changes to our effective tax rate affect our results of operations.  

As a global company, we are subject to taxation in the United States, Singapore and various other countries. Significant judgment is 
required to determine and estimate worldwide tax liabilities. Our future effective tax rate could be affected by: (1) changes in tax laws; (2) the 
allocation of earnings to countries with differing tax rates; (3) changes in worldwide projected annual earnings in current and future years: 
(4) accounting pronouncements; or (5) changes in the valuation of our deferred tax assets and liabilities. Although we believe our tax estimates 
are reasonable, there can be no assurance that any final determination will not be different from the treatment reflected in our historical income 
tax provisions and accruals, which could result in additional payments by Intevac.  

We booked significant tax benefits in 2008, 2009, 2011 and 2013 based on our belief that we could both carry back losses and tax credits 
to years Intevac paid income taxes and carry forward losses and tax credits to future years where we believed we would generate taxable 
income. In 2012, the Company established a $23.4 million non-cash valuation allowance against certain of its U.S. deferred tax assets based 
upon an evaluation of all available objectively verifiable evidence, including but not limited to the cumulative loss incurred over the three-year 
period ended December 31, 2012 by the Company’s U.S. operations. For the year ended December 31, 2013, a $7.2 million valuation 
allowance increase for the U.S. federal deferred tax asset was recorded. The establishment of the non-cash valuation allowance on the 
Company’s U.S. deferred tax assets did not have any impact on its cash, nor does such an allowance preclude the Company from utilizing its 
tax losses, tax credits or other deferred tax assets in future periods.  

Intevac will need to generate approximately $51.8 million of taxable income in Singapore in order to fully realize the foreign deferred tax 
assets recorded as of March 29, 2014. If our expectations of future income are incorrect, we could be required to establish additional valuation 
allowance against some or all of the entire remaining deferred tax assets which are attributable to our Singapore operation.  

We may be subject to additional impairment charges due to potential declines in the fair value of our assets.  

As a result of our acquisitions, we have significant intangible assets and had significant goodwill on our balance sheet. We test these 
assets for impairment on a periodic basis as required, and whenever events or changes in circumstances indicate that the carrying value may not 
be recoverable. The events or changes that could require us to test our intangible assets for impairment include: a significant reduction in our 
stock price, and as a result market capitalization, changes in our estimated future cash flows, as well as changes in rates of growth in our 
industry or in any of our reporting units. In the fourth quarter of 2012, as a result of a decline in our market capitalization and a reduction in our 
revenue expectations we recorded a goodwill impairment charge in the amount of $18.4 million. We will continue to evaluate the carrying 
value of our intangible assets and if we determine in the future that there is a potential further impairment, we may be required to record 
additional charges to earnings which could materially adversely affect our financial results and could also materially adversely affect our 
business. See Note 4 “Purchased Intangible Assets” in the notes to the condensed consolidated financial statements for additional information 
related to impairment of intangible assets.  
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Our success is dependent on recruiting and retaining a highly talented work force.  

Our employees are vital to our success, and our key management, engineering and other employees are difficult to replace. We do not 
maintain key person life insurance on any of our employees. The expansion of high technology companies worldwide has increased demand 
and competition for qualified personnel, and has made companies increasingly protective of prior employees. It may be difficult for us to locate 
employees who are not subject to non-competition agreements and other restrictions.  

The majority of our U.S. operations are located in California where the cost of living and of recruiting employees is high. Our operating 
results depend, in large part, upon our ability to retain and attract qualified management, engineering, marketing, manufacturing, customer 
support, sales and administrative personnel. Furthermore, we compete with industries such as the hard disk drive, semiconductor, and solar 
industries for skilled employees. Failure to retain existing key personnel, or to attract, assimilate or retain additional highly qualified employees 
to meet our needs in the future, could have a material and adverse effect on our business, financial condition and results of operations.  

We are dependent on certain suppliers for parts used in our products.  

We are a manufacturing business. Purchased parts constitute the largest component of our product cost. Our ability to manufacture 
depends on the timely delivery of parts, components and subassemblies from suppliers. We obtain some of the key components and 
subassemblies used in our products from a single supplier or a limited group of suppliers. If any of our suppliers fail to deliver quality parts on 
a timely basis, we may experience delays in manufacturing, which could result in delayed product deliveries, increased costs to expedite 
deliveries or develop alternative suppliers, or require redesign of our products to accommodate alternative suppliers. Some of our suppliers are 
thinly capitalized and may be vulnerable to failure given recent economic conditions.  

Our business depends on the integrity of our intellectual property rights.  

The success of our business depends upon the integrity of our intellectual property rights, and we cannot ensure that: (1) any of our 
pending or future patent applications will be allowed or that any of the allowed applications will be issued as patents or will issue with claims 
of the scope we sought; (2) any of our patents will not be invalidated, deemed unenforceable, circumvented or challenged; (3) the rights granted 
under our patents will provide competitive advantages to us; (4) other parties will not develop similar products, duplicate our products or 
design around our patents; or (5) our patent rights, intellectual property laws or our agreements will adequately protect our intellectual property 
or competitive position.  

From time to time, we have received claims that we are infringing third parties’ intellectual property rights or seeking to invalidate our 
rights. We cannot ensure that third parties will not in the future claim that we have infringed current or future patents, trademarks or other 
proprietary rights relating to our products. Any claims, with or without merit, could be time-consuming, result in costly litigation, cause 
product shipment delays or require us to enter into royalty or licensing agreements. Such royalty or licensing agreements, if required, may not 
be available on terms acceptable to us.  

We could be involved in litigation.  

From time to time we may be involved in litigation of various types, including litigation alleging infringement of intellectual property 
rights and other claims. Litigation is expensive, subjects us to the risk of significant damages and requires significant management time and 
attention and could have a material and adverse effect on our business, financial condition and results of operations.  

We could be negatively affected as a result of a proxy contest and the actions of activist stockholders.  

In December 2013, we received a notice from Voce Catalyst Partners LP and certain of its affiliates (collectively, “Voce”), a stockholder 
who we believe beneficially owns approximately 118,000 shares of our common stock, that announced their intent to nominate three 
individuals for election to our Board of Directors at our  
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2014 Annual Meeting of Stockholders. In April 2014, Voce filed a definitive proxy with respect to the election of the three individuals. A 
proxy contest with respect to election of our directors, or other activist stockholder activities, could adversely affect our business because: 
(i) responding to a proxy contest and other actions by activist stockholders can be costly and time-consuming, disruptive to our operations and 
divert the attention of management and our employees; (ii) perceived uncertainties as to our future direction caused by activist activities may 
result in the loss of potential business opportunities, and may make it more difficult to attract and retain qualified personnel and business 
partners; and (iii) if individuals are elected to our Board of Directors with a specific agenda, it may adversely affect our ability to effectively 
and timely implement our strategic plans.  

Difficulties in integrating past or future acquisitions could adversely affect our business.  

We have completed a number of acquisitions and dispositions during our operating history. For example, in 2007, we acquired certain 
assets of DeltaNu, LLC and certain assets of Creative Display Systems, LLC, in 2008 we acquired certain assets of OC Oerlikon Balzers Ltd., 
in 2010 we acquired the outstanding shares of SIT, in 2012 we completed the sale of certain semiconductor mainframe technology assets and in 
2013 we completed the sale of the assets of DeltaNu. We have spent and may continue to spend significant resources identifying and pursuing 
future acquisition opportunities. Acquisitions involve numerous risks including: (1) difficulties in integrating the operations, technologies and 
products of the acquired companies; (2) the diversion of our management’s attention from other business concerns; and (3) the potential loss of 
key employees of the acquired companies. Failure to achieve the anticipated benefits of the prior and any future acquisitions or to successfully 
integrate the operations of the companies we acquire could have a material and adverse effect on our business, financial condition and results of 
operations. Any future acquisitions could also result in potentially dilutive issuance of equity securities, acquisition or divestiture-related write-
offs or the assumption of debt and contingent liabilities. In addition, we have made and will continue to consider making strategic divestitures. 
With any divestiture, there are risks that future operating results could be unfavorably impacted if targeted objectives, such as cost savings, are 
not achieved or if other business disruptions occur as a result of the divestiture or activities related to the divestiture.  

We are subject to risks of non-compliance with environmental and other governmental regulations.  

We are subject to a variety of governmental regulations relating to the use, storage, discharge, handling, emission, generation, 
manufacture, treatment and disposal of toxic or otherwise hazardous substances, chemicals, materials or waste. If we fail to comply with 
current or future regulations, such failure could result in suspension of our operations, alteration of our manufacturing process, remediation 
costs or substantial civil penalties or criminal fines against us or our officers, directors or employees. Additionally, these regulations could 
require us to acquire expensive remediation or abatement equipment or to incur substantial expenses to comply with them.  

We are also subject to a variety of other governmental regulations and may incur significant costs associated with the compliance with 
these regulations. For example rules adopted by the SEC to implement the Dodd-Frank Wall Street Reform and Consumer Protection Act 
impose diligence and disclosure requirements regarding the use of “conflict” minerals mined from the Democratic Republic of Congo and 
adjoining countries in the products we manufacture. Compliance with these regulations is likely to result in additional costs and expenses or 
may affect the sourcing and availability of the components used in the products we manufacture.  

Business interruptions could adversely affect our operations.  

Our operations are vulnerable to interruption by fire, earthquake, floods or other natural disaster, quarantines or other disruptions 
associated with infectious diseases, national catastrophe, terrorist activities, war, disruptions in our computing and communications 
infrastructure due to power loss, telecommunications failure, human error, physical or electronic security breaches and computer viruses, and 
other events beyond our control. We do not have a detailed disaster recovery plan. Despite our implementation of network security measures, 
our tools and servers may be vulnerable to computer viruses, break-ins and similar disruptions from unauthorized tampering with our computer 
systems and tools located at customer sites. Political instability could cause us to incur increased costs in transportation, make such 
transportation unreliable, increase our insurance costs or cause international currency markets to fluctuate. All these unforeseen disruptions and 
instabilities could have the same effects on our suppliers and their ability to timely deliver their products. In addition, we do not carry sufficient 
business interruption  
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insurance to compensate us for all losses that may occur, and any losses or damages incurred by us could have a material adverse effect on our 
business and results of operations. For example, we self-insure earthquake risks because we believe this is the prudent financial decision based 
on the high cost of the limited coverage available in the earthquake insurance market. An earthquake could significantly disrupt our operations, 
most of which are conducted in California. It could also significantly delay our research and engineering effort on new products, most of which 
is also conducted in California. We take steps to minimize the damage that would be caused by business interruptions, but there is no certainty 
that our efforts will prove successful.  

We are required to evaluate our internal control over financial reporting under Section 404 of the Sarbanes-Oxley Act of 2002, and any 
adverse results from such evaluation could result in a loss of investor confidence in our financial reports and have an adverse effect on 
our stock price.  

Pursuant to Section 404 of the Sarbanes-Oxley Act of 2002, our management must perform evaluations of our internal control over 
financial reporting. Beginning in 2004, our Form 10-K has included a report by management of their assessment of the adequacy of such 
internal control. Additionally, our independent registered public accounting firm must publicly attest to the effectiveness of our internal control 
over financial reporting.  

We have completed the evaluation of our internal controls over financial reporting as required by Section 404 of the Sarbanes-Oxley Act. 
Although our assessment, testing, and evaluation resulted in our conclusion that as of December 31, 2013, our internal controls over financial 
reporting were effective, we cannot predict the outcome of our testing in future periods. Ongoing compliance with this requirement is complex, 
costly and time-consuming. If Intevac fails to maintain effective internal control over financial reporting; our management does not timely 
assess the adequacy of such internal control; or our independent registered public accounting firm does not deliver an unqualified opinion as to 
the effectiveness of our internal control over financial reporting, then we could be subject to restatement of previously reported financial 
results, regulatory sanctions and a decline in the public’s perception of Intevac, which could have a material and adverse effect on our business, 
financial condition and results of operations.  

   

The following table provides information as of March 29, 2014 with respect to the shares of common stock repurchased by Intevac 
during the first quarter of fiscal 2014.  
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  Item 2. Unregistered Sales of Equity Securities and Use of Proceeds 

     

Total  
Number  

of  
Shares  

Purchased      

Average  
Price Paid 

 
per Share      

Aggregate 

 
Price  
Paid      

Total  
Number  of 

 
Shares  

Purchased 
as Part of  
Publicly  

Announced 
 

Program*      

Maximum  
Dollar  

Value of  
Shares  

That May  
Yet be  

Purchased  
Under  

the Program*   
     (in thousands, except per share data)   

Month #1                 

January 1, 2014 to January 25, 2014       3       $ 7.50       $ 21         —      $ 28,291    
Month #2                 

January 26, 2014 to February 22, 2014       135       $ 7.63       $ 1,029         —      $ 27,262    
Month #3                 

February 23, 2014 to March 29, 2014       —      $ —      $ —        —      $ 27,262    

* On November 21, 2013, the Board of Directors approved a stock repurchase program authorizing up to $30.0 million in repurchases. 
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None.  

   

Not applicable.  

   

None.  

   

The following exhibits are filed herewith:  
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  Item 3. Defaults upon Senior Securities 

  Item 4. Mine Safety Disclosures 

  Item 5. Other Information 

  Item 6. Exhibits 

Exhibit  
Number    Description 

10.8 
   

Lease dated March 20, 2014 regarding the space located at 3510, 3544, 3560, 3570 and 3580 Bassett Street, Santa Clara, 
California. 

10.11    The Registrant’s Executive Incentive Plan 

31.1    Certification of President and Chief Executive Officer Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002. 

31.2 
   

Certification of Executive Vice President, Finance and Administration, Chief Financial Officer, Treasurer and Secretary 
Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002. 

32.1    Certifications Pursuant to U.S.C. 1350 Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002. 

101.INS    XBRL Instance Document 

101.SCH    XBRL Taxonomy Extension Schema 

101.CAL    XBRL Taxonomy Extension Calculation Linkbase Document 

101.DEF    XBRL Taxonomy Extension Definition Linkbase Document 

101.LAB    XBRL Taxonomy Extension Label Linkbase Document 

101.PRE    XBRL Taxonomy Extension Presentation Linkbase Document 
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SIGNATURES  

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

Date: April 29, 2014     By:     / S / WENDELL T. BLONIGAN          
        Wendell T. Blonigan 

      

  President, Chief Executive Officer and Director  
  (Principal Executive Officer)  

Date: April 29, 2014     By:     / S / JEFFREY ANDRESON           
        Jeffrey Andreson 

      

  Executive Vice President, Finance and  
  Administration, Chief Financial Officer,  
  Treasurer and Secretary  
  (Principal Financial and Accounting Officer)  
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LEASE  

BY AND BETWEEN  

M WEST PROPCO X, LLC,  
a Delaware limited liability company  

as Landlord  

and  

INTEVAC, INC.,  
a Delaware corporation  

as Tenant  

For Premises located at  

3560-3580 Bassett Street,  
Santa Clara , California  



LEASE  

This Lease is dated as of the lease reference date specified in Section A of the Summary of Basic Lease Terms and is made by and 
between the party identified as Landlord in Section B of the Summary and the party identified as Tenant in Section C of the Summary.  

SUMMARY OF BASIC LEASE TERMS  
   

SECTION  
(LEASE REFERENCE)    

 
TERMS 

A.      Effective Date : (Introduction)     March ___, 2014. 

B.      Landlord : (Introduction)     M West Propco X, LLC a Delaware limited liability company 

C.      Tenant : (Introduction)     Intevac, Inc., a Delaware corporation 

D.      Premises : (§ 1.20)  

   

That area consisting of approximately 119,583 rentable square feet of space in the 
aggregate, as shown on Exhibit A attached hereto, and which is located within the 
Building described below. 

E.      Project : (§1.21)  
   

The land and improvements shown on Exhibit A , commonly referred to as 
“Triangle Technology Park”  and currently with the following buildings: 

   

(1) 3506-3510 Bassett Street, Santa Clara, California, which contains 
approximately 43,744 rentable square feet of space; and  

   

(2) 3520-3530 Bassett Street, Santa Clara, California, which contains 
approximately 102,156 rentable square feet of space; and  

   

(3) 3540-3548 Bassett Street, Santa Clara, California,, which contains 
approximately 104,060 rentable square feet of space; and  

   

(4) 3550-3580 Bassett Street, Santa Clara, California, which contains 
approximately 167,063 rentable square feet of space.  

   

The buildings in the Project currently contain approximately 417,023 rentable 
square feet of space in the aggregate.  
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F.      Building: (§ 1.7)  

   

The buildings in which the Premises are located, the addresses of which are 3560-
3580 Bassett Street, Santa Clara, California. The Building contains approximately 
167,063 rentable square feet of space in the aggregate. The rentable square footage 
of the Premises and the aggregate rentable square footage of the Building referred 
to above shall be deemed the actual rentable square footage of the Premises and the 
Building. 

G.      Tenant’s Share : (§ 1.28)  

   

71.58% of the buildings that comprise the Building based on the ratio that the 
rentable square footage of the Premises bears to the total rentable square footage in 
the Building. 

H.      Tenant’s Allocated Parking Passes : (§ 4.5)  
   

Three hundred twenty-three (323) unreserved parking passes, subject to the terms 
of Section 4.5 of the Lease. 

I.        Commencement Date : (§ 1.8)     April 1, 2014. 

Expiration Date : (§ 1.12)     March 31, 2024. 

J.       Lease Term : (§ 1.17)     One hundred twenty (120) calendar months. 

K.      Base Monthly Rent : (§ 3.1)     

Period During  
Lease Term    

Approximate Annual 
Base Rent Rate Per  

Rentable Square Foot      Annual Base Rent**      Base Monthly Rent   
April 1, 2014 – March 31, 2016*     $ 14.30       $ 1,709,603.58       $ 142,466.96    
April 1, 2016 – March 31, 2017     $ 14.73       $ 1,760.891.69       $ 146,740.97    
April 1, 2017 – March 31, 2018     $ 15.17       $ 1,813,718.44       $ 151,143.20    
April 1, 2018 – March 31, 2019     $ 15.62       $ 1,868,129.99       $ 155,677.50    
April 1, 2019 – March 31, 2020     $ 16.09       $ 1,924,173.89       $ 160,347.82    
April 1, 2020 – March 31, 2021     $ 16.57       $ 1,981,899.11       $ 165,158.26    
April 1, 2021 – March 31, 2022     $ 17.07       $ 2,041,356.08       $ 170,113.01    
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April 1, 2022 – March 31, 2023     $ 17.58       $ 2,102,596.76       $ 175,216.40    
April 1, 2023 – March 31, 2024     $ 18.11       $ 2,165,674.66       $ 180,472.89    

* Tenant’s obligation to pay Base Monthly Rent during months one (1) through three (3) (i.e., April 1, 2014 through and including June 30, 
2014), and months seven (7) through nine (9) (i.e., October 1, 2014 through and including December 31, 2014), shall be subject to the 
Base Rent Abatement, as set forth in Section 3.1.B of the Lease. 

** The Annual Base Rent for the first twenty-four (24) full calendar months of the Lease Term (i.e., April 1, 2014 through March 31, 2016) 
was calculated by multiplying $14.30 by the number of rentable square feet of space in the Premises. In all subsequent periods (i.e., 
April 1, 2016 through March 31, 2024), the calculation of Annual Base Rent reflects an annual increase of 3.0%. 

L.      Prepaid Rent : (§ 3.3)     Not applicable. 

M.     Letter of Credit : (§ 3.5)     $1,000,000.00, subject to reduction and the other terms of Section 3.5 of the Lease. 

N.      Permitted Use : (§ 4.1)  

   

The Premises may only be used for general office, research and development, 
manufacturing and warehouse activities, and other lawful uses to the extent 
consistent with zoning laws applicable to the Project and approved in advance by 
Landlord, which approval shall not be unreasonably withheld, conditioned or 
delayed, but for no other purpose. 

O.      Permitted Tenant’s Alterations Limit : (§ 5.2)     $240,000.00, subject to the terms of Section 5.2 of the Lease. 

P.       Tenant’s Liability Insurance Minimum : (§ 9.1)     $2,000,000.00 per occurrence, with a $3,000,000.00 aggregate limit. 

Q.      Landlord’s Address : (§ 1.3)  

   

M West Propco X, LLC  
c/o MWest Properties  
3351 Olcott Street  
Santa Clara, CA 95054  
Attn: Property Manager  

With a copy to:  

   

DivcoWest Real Estate Services, Inc.  
575 Market Street, 35th floor  
San Francisco, CA 94105  
Attn: Steve Novick  



The foregoing Summary is hereby incorporated into and made a part of this Lease. Each reference in this Lease to any term of the 
Summary shall mean the respective information set forth above and shall be construed to incorporate all of the terms provided under the 
particular paragraph pertaining to such information. In the event of any conflict between the Summary and the Lease, the Summary shall 
control.  

ARTICLE 1  
DEFINITIONS  

1.1 General : Any initially capitalized term that is given a special meaning by this Article 1 , the Summary, or by any other provision of 
this Lease (including the exhibits attached hereto) shall have such meaning when used in this Lease or any addendum or amendment hereto 
unless otherwise clearly indicated by the context.  

1.2 Additional Rent : The term “ Additional Rent ” is defined in Section 3.2 .  
   

-4-  

   

And:  
   

DivcoWest Real Estate Services, Inc.  
575 Market Street, 35 th Floor  
San Francisco, CA 94105  
Attn: Jackie Moore  
   

And:  
   

Allen Matkins Leck Gamble Mallory & Natsis LLP  
1901 Avenue of the Stars, Suite 1800  
Los Angeles, CA 90067  
Attn: Tony N. Natsis, Esq.  

R.      Tenant’s Address : (§ 1.3)  

   

Intevac, Inc.  
3560 Bassett Street  
Santa Clara, California 95054  
Attn: Chief Financial Officer  

S.       Retained Real Estate Brokers : (§ 15.13)     Jones Lang LaSalle (representing Tenant) 

T.      Tenant Improvement Allowance : ( Exhibit B )  

   

$10.00 per rentable square foot of the Premises ( i.e. , an amount equal to 
$1,195,830.00 based on 119,583 rentable square feet), subject to the terms and 
conditions of the Tenant Work Letter attached hereto as Exhibit B . 

U.      Lease :  

   

This Lease includes the summary of the Basic Lease Terms, the Lease, and the 
following exhibits and addenda:  
   

Exhibit A – Project Site Plan and Outline of the Premises  
Exhibit B – Tenant Work Letter  
Exhibit C – No Reserved Parking Area  
Exhibit D – Option to Extend  
Exhibit E – Approved Hazardous Materials Exhibit  
Exhibit F – Form Letter of Credit  



1.3 Address for Notices : The term “ Address for Notices ” means the addresses set forth in Sections Q and R of the Summary.  

1.4 Agents : The term “ Agents ” means the following: (i) with respect to Landlord, the employees, contractors and agents of Landlord; 
and (ii) with respect to Tenant, the employees, contractors, agents and invitees of Tenant and Tenant’s subtenants and their respective agents, 
employees, contractors, and invitees.  

1.5 Agreed Interest Rate : The term “ Agreed Interest Rate ” means that interest rate determined as of the time it is to be applied that is 
equal to the lesser of (i) three percent (3%) in excess of the discount rate established by the Federal Reserve Bank of San Francisco as it may be 
adjusted from time to time, or (ii) the maximum interest rate permitted by Law.  

1.6 Base Monthly Rent : The term “ Base Monthly Rent ” means the fixed monthly rent payable by Tenant pursuant to Section 3.1 
which is specified in Section K of the Summary.  

1.7 Building : The term “ Building ” means the buildings in which the Premises are located, as identified in Section F of the Summary.  

1.8 Commencement Date : The term “ Commencement Date ” is the date the Lease Term commences, which date is set forth in 
Section I of the Summary.  

1.9 Common Area : The term “ Common Area ” means all areas and facilities within the Project that are not designated by Landlord for 
the exclusive use of Tenant or any other lessee or other occupant of the Project, including the parking areas, access and perimeter roads, 
pedestrian sidewalks, landscaped areas, trash enclosures, recreation areas and the like.  

1.10 Companion Lease : The term “ Companion Lease ” means that certain Lease by and between Landlord and Tenant, dated as of even 
date herewith, for premises located within that certain building located at 3548 Bassett Street, Santa Clara, California.  

1.11 Effective Date : The term “ Effective Date ” means the date upon which the last signatory to this Lease whose execution is required 
to make it binding on the parties hereto shall have executed this Lease and delivered the same to the other party.  

1.12 Event of Tenant’s Default : The term “ Event of Tenant’s Default ” is defined in Section 13.1 .  

1.13 Existing Lease : The term “ Existing Lease ” shall mean that certain lease dated February 5, 2001, by and between Mission West 
Properties, L.P. III, a Delaware limited partnership (as Landlord’s predecessor-in-interest), and Intevac Corporation, a California corporation 
(as Tenant’s predecessor-in-interest), as amended, modified or supplemented. Notwithstanding anything to the contrary set forth in the Existing 
Lease, Landlord and Tenant hereby acknowledge and agree that, from and after the Commencement of this Lease, the Existing Lease shall be 
terminated and of no further force or effect (except for those obligations and liabilities which are expressly stated to survive the expiration or 
earlier termination of the Existing Lease).  

1.14 Expiration Date : The term “ Expiration Date ” is the date the Lease Term expires, which date is set forth in Section I of the 
Summary.  
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1.15 Hazardous Materials : The terms “ Hazardous Materials ” and “ Hazardous Materials Laws ” are defined in Section 7.2 .  

1.16 Insured and Uninsured Peril : The terms “ Insured Peril ” and “ Uninsured Peril ” are defined in Section 11.2E .  

1.17 Law : The term “ Law ” means any judicial decision, statute, constitution, ordinance, resolution, regulation, rule, administrative 
order, or other requirement of any municipal, county, state, federal or other government agency or authority having jurisdiction over the parties 
to this Lease or the Premises, or both, in effect either at the Effective Date or any time during the Lease Term, including, without limitation, 
any Hazardous Material Law (as defined in Section 7.2 ) and the Americans with Disabilities Act, 42 U.S.C. §§ 12101 et. seq. , and any rules, 
regulations, restrictions, guidelines, requirements or publications promulgated or published pursuant thereto.  

1.18 Lease : The term “ Lease ” means the Summary and all elements of this Lease identified in Section U of the Summary, all of which 
are attached hereto and incorporated herein by this reference.  

1.19 Lease Term : The term “ Lease Term ” or “ Term ” means the term of this Lease which shall commence on the Commencement 
Date and continue for the period specified in Section J of the Summary.  

1.20 Lender : The term “ Lender ” means any beneficiary, mortgagee, secured party, lessor, or other holder of any Security Instrument.  

1.21 Operating Expenses : The term “ Operating Expenses ” is defined in Section 8.2 .  

1.22 Permitted Use : The term “ Permitted Use ” means the use specified in Section N of the Summary.  

1.23 Premises : The term “ Premises ” means that building area described in Section D of the Summary that is within the Building.  

1.24 Project : The term “ Project ” means that real property and the improvements thereon which are specified in Section E of the 
Summary. Landlord reserves the right, in its sole and absolute discretion, to include such other buildings in the Project, to sell, transfer, assign 
or otherwise dispose of any building or parcel in the Project and elect to remove such building and/or parcel from the Project, provided that 
Tenant’s use of the Premises for the Permitted Use and Tenant’s parking rights provided in this Lease are not materially diminished or impaired 
as a result thereof.  

1.25 Private Restrictions : The term “ Private Restrictions ” means all recorded covenants, conditions and restrictions, private 
agreements, reciprocal easement agreements, and any other recorded instruments affecting the use of the Premises which (i) exist as of the 
Effective Date, or (ii) are recorded after the Effective Date.  

1.26 Real Property Taxes : The term “ Real Property Taxes ” is defined in Section 8.3 .  

1.27 Security Instrument : The term “ Security Instrument ” means any underlying lease, mortgage or deed of trust which now or 
hereafter affects the Project, and any renewal, modification, consolidation, replacement or extension thereof.  
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1.28 Summary : The term “ Summary ” means the Summary of Basic Lease Terms that immediately precedes Article 1 of this Lease.  

1.29 Tenant’s Alterations : The term “ Tenant’s Alterations ” or “ Tenant’s Alteration ” or “ Tenant Alteration ” means all 
improvements, additions, alterations, and fixtures installed in the Premises by Tenant (excluding Trade Fixtures).  

1.30 Tenant’s Share : The term “ Tenant’s Share ” means the percentage obtained by dividing Tenant’s rentable square feet in the 
Premises (as set forth in Section D of the Summary) by the total rentable square feet in the Building, which, as of the Effective Date, is the 
percentage identified in Section G of the Summary.  

1.31 Trade Fixtures : The term “ Trade Fixtures ” means (i) Tenant’s inventory, furniture, signs, and business equipment, and 
(ii) anything affixed to the Premises by Tenant at its expense for purposes of trade, manufacture, ornament or domestic use (except replacement 
of similar work or material originally installed by Landlord) which can be removed without material or structural injury to the Premises unless 
such thing has, by the manner in which it is affixed, become an integral part of the “Building Structure” or the “Building Systems” (as such 
terms are defined in Section 6.2 and Section 5.2.A , respectively).  

ARTICLE 2  
DEMISE, CONSTRUCTION, AND ACCEPTANCE  

2.1 Demise of Premises : Landlord hereby leases to Tenant, and Tenant hereby leases from Landlord, for the Lease Term upon the terms 
and conditions of this Lease, the Premises for the Permitted Use, together with (i) the non-exclusive right to use the number of Tenant’s 
Allocated Parking Passes (subject to the limitations set forth in Section 4.5 ), and (ii) the non-exclusive right to use the Common Area as it 
exists from time to time, subject to any rights, powers and privileges reserved by Landlord pursuant to the terms of this Lease, or pursuant to 
the terms of any rules and regulations or restrictions promulgated by Landlord in accordance with Section 4.6 , below governing the use of the 
Project. Landlord reserves the right, as reasonably necessary for Landlord’s management of the Project, to the use of the exterior walls, the roof 
and the area beneath and above the Premises, together with the right to install, maintain, use, and replace ducts, wires, conduits and pipes 
leading through the Premises in locations which will not materially interfere with the Permitted Use of the Premises.  

2.2 Commencement Date : The Lease Term shall commence on the Commencement Date.  

2.3 Construction of Improvements : Tenant shall construct the “Tenant Improvements” (as defined in Exhibit B ) in accordance with the 
terms of Exhibit B .  

2.4 Delivery and Acceptance of Possession : Tenant acknowledges that it has been and is currently in possession and occupancy of the 
Premises pursuant to the Existing Lease. Tenant is fully aware of the condition of the Premises and, therefore, Tenant shall continue to accept 
possession of the Premises in its presently existing, “AS-IS” condition, including all patent and latent defects, but subject to Landlord’s 
ongoing repair, restoration, maintenance and other obligations under this Lease. For purposes of Section 1938 of the California Civil Code, 
Landlord hereby discloses to Tenant, and Tenant hereby acknowledges, that the Premises have not undergone inspection by a Certified Access 
Specialist (CASp).  

2.5 Intentionally Omitted .  

2.6 Intentionally Omitted .  
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ARTICLE 3  
RENT  

3.1 Base Monthly Rent :  

A. In General . Commencing on the Commencement Date and continuing throughout the Lease Term, Tenant shall pay to Landlord 
the Base Monthly Rent set forth in Section K of the Summary.  

B. Abated Base Monthly Rent . During months one (1) through three (3) ( i.e. , April 1, 2014 through and including June 30, 2014) 
and months seven (7) through nine (9) ( i.e. , October 1, 2014 through and including December 31, 2014) (the “ Rent Abatement Period ”), 
Tenant shall not be obligated to pay Base Monthly Rent otherwise attributable to the Premises during such Rent Abatement Period (the “ Rent 
Abatement ”). Notwithstanding the foregoing, or anything to the contrary set forth in this Lease, Tenant shall be required to pay Tenant’s 
Share of Operating Expenses attributable to the Premises and all other Additional Rent due pursuant to the terms of this Lease during the Rent 
Abatement Period. Landlord and Tenant acknowledge and agree that the aggregate amount of the Rent Abatement equals Eight Hundred Fifty-
Four Thousand Eight Hundred One and 79/100 Dollars ($854,801.79). Tenant acknowledges and agrees that the foregoing Rent Abatement has 
been granted to Tenant as additional consideration for entering into this Lease, and for agreeing to pay the rental and perform the terms and 
conditions otherwise required under this Lease. If this Lease is terminated for any reason other than a mutual termination of this Lease, 
Landlord’s breach of this Lease, or an event of casualty or condemnation, which shall be governed by the terms of Articles 11 and 12 
respectively, of this Lease), then, for purposes of calculating Landlord’s damages, if any, the dollar amount of the unapplied portion of the Rent 
Abatement as of the date of such default or termination, as the case may be, shall be converted to a credit to be applied to the Base Rent 
applicable at the end of the Lease Term and Tenant shall immediately be obligated to begin paying Base Rent for the Premises in full. 
Notwithstanding the foregoing or anything to the contrary set forth in this Lease, at any time during the Rent Abatement Period, Landlord shall 
have the right (but not the obligation), in its sole and absolute discretion, to pay Tenant the total amount of the then remaining and unapplied 
portion of the Rent Abatement amount, in which event (i) Tenant’s obligation to pay Base Monthly Rent shall automatically be reinstated for 
the remainder of the Rent Abatement Period covered by Landlord’s lump sum payment, at the then-applicable amounts and otherwise in 
accordance with the terms of this Lease, and (ii) Tenant shall not be entitled to any additional rent abatement under this Lease.  

C. Intentionally Omitted .  

3.2 Additional Rent : Commencing on the Commencement Date and continuing throughout the Lease Term, Tenant shall pay the 
following as additional rent (the “ Additional Rent ”): (i) any late charges or interest due Landlord pursuant to Section 3.4 ; (ii) Tenant’s Share 
of Operating Expenses as provided in Section 8.1 ; (iii) Landlord’s share of any Subrent received by Tenant upon certain assignments and 
sublettings as required by Section 14.1 ; (iv) any legal fees and costs due Landlord pursuant to Section 15.9 ; and (v) any other charges due 
Landlord pursuant to this Lease.  

3.3 Payment of Rent : The term “ Rent ” or “ rent ” shall mean Base Monthly Rent, Additional Rent and other sums required to be paid 
by Tenant under this Lease. All rent required to be paid in monthly installments shall be paid in advance on the first day of each calendar 
month during the Lease Term. All rent shall be paid in lawful money of the United States, without any abatement, deduction or offset 
whatsoever (except as otherwise specifically provided in this Lease), and without any prior demand therefor. Rent shall be paid to Landlord at 
its address set forth in Section Q of the Summary, or at such other place as Landlord may designate to Tenant in writing from time to time. 
Tenant’s obligation to pay Base Monthly Rent and Tenant’s Share of Operating Expenses shall be prorated at the commencement and 
expiration of the Lease Term.  
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3.4 Late Charge, Interest and Quarterly Payments :  

A. Late Charge . Tenant acknowledges that the late payment by Tenant of any installment of Rent, or any other sum of money 
required to be paid by Tenant under this Lease, will cause Landlord to incur certain costs and expenses not contemplated under this Lease, the 
exact amount of such costs being extremely difficult and impractical to fix. Such costs and expenses will include, without limitation, attorneys’ 
fees, administrative and collection costs, and processing and accounting expenses and other costs and expenses necessary and incidental 
thereto. If any Base Monthly Rent or Additional Rent is not received by Landlord from Tenant when due such payment is due, then Tenant 
shall immediately pay to Landlord a late charge equal to five percent (5%) of such delinquent rent as liquidated damages for Tenant’s failure to 
make timely payment. In no event shall this provision for a late charge be deemed to grant to Tenant a grace period or extension of time within 
which to pay any installment of Rent or prevent Landlord from exercising any right or remedy available to Landlord upon Tenant’s failure to 
pay any installment of Rent due under this Lease in a timely fashion, including any right to terminate this Lease pursuant to Section 13.2B . 
Notwithstanding the foregoing, Tenant shall not be obligated to pay a late charge pursuant to this Section 3.4A , or interest thereon pursuant to 
Section 3.4.B , below, for the first (1 st ) late payment of Rent (whether such late payment is with respect to Base Monthly Rent or Additional 
Rent) in any calendar year, unless Tenant fails to make such payment within five (5) days after Tenant’s receipt of notice from Landlord 
regarding such late payment.  

B. Interest . If any installment of Rent remains delinquent for a period in excess of ten (10) days then, in addition to such late 
charge, Tenant shall pay to Landlord interest on any such installment of Rent that is not paid when due at the Agreed Interest Rate following 
the date such amount became due until paid.  

C. Quarterly Payments . If Tenant during any twelve (12) month period shall be more than five (5) days delinquent in the payment 
of any installment of Rent or other amount payable by Tenant hereunder on three (3) or more occasions, then, notwithstanding anything herein 
to the contrary, Landlord may, by written notice to Tenant, elect to require Tenant to pay all Base Monthly Rent and Additional Rent quarterly 
in advance for the following twenty-four (24) month period. Such right shall be in addition to and not in lieu of any other right or remedy 
available to Landlord hereunder or at law on account of Tenant’s default hereunder.  

3.5 Letter of Credit :  

A. Delivery of Letter of Credit . Tenant shall deliver to Landlord, within three (3) business days following the full execution and 
delivery of this Lease by Landlord and Tenant, as protection for the full and faithful performance by Tenant of all of its obligations under this 
Lease and the Companion Lease, and for all losses and damages Landlord may suffer (or which Landlord reasonably estimates that it may 
suffer) as a result of any breach or default by Tenant under this Lease or the Companion Lease, an unconditional, clean, irrevocable negotiable 
standby letter of credit (the “ L-C ”) in the amount set forth in Section M of the Summary, as the same may be reduced pursuant to 
Section 3.5.G , below (the “ L-C Amount ”), in the form attached hereto as Exhibit F or in a form otherwise reasonably approved by Landlord, 
payable in the City of San Francisco, California, running in favor of Landlord, drawn on Bank of America, National Association, or another 
bank reasonably approved by Landlord (the “ Bank ”) and at a minimum having a long term issuer credit rating from Standard and Poor’s 
Professional Rating Service of A or a comparable rating from Moody’s Professional Rating Service (the “ Credit Rating Threshold ”), and 
otherwise conforming in all respects to the requirements of this Section 3.5 ,  
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including, without limitation, all of the requirements of Section 3.5.B , below, all as set forth more particularly herein below. Tenant shall pay 
all expenses, points and/or fees incurred by Tenant in obtaining and maintaining the L-C. In the event of an assignment by Tenant of its interest 
in the Lease (and irrespective of whether Landlord’s consent is required for such assignment), the acceptance of any replacement or substitute 
letter of credit by Landlord from the assignee shall be subject to Landlord’s prior written approval, in Landlord’s reasonable discretion, and the 
reasonable, out-of-pocket attorney’s fees incurred by Landlord in connection with such determination shall be payable by Tenant to Landlord 
within thirty (30) days of billing.  

B. In General . The L-C shall be “callable” at sight, permit partial draws and multiple presentations and drawings, and be otherwise 
subject to the Uniform Customs and Practices for Documentary Credits (1993-Rev), International Chamber of Commerce Publication #500, or 
the International Standby Practices-ISP 98, International Chamber of Commerce Publication #590. Tenant further covenants and warrants as 
follows:  

(1) Landlord Right to Transfer . The L-C shall provide that Landlord, its successors and assigns, may, at any time and 
without notice to Tenant and without first obtaining Tenant’s consent thereto, transfer (one or more times) all of its interest in and to the L-C to 
another party, person or entity having an ownership or security interest in and to this Lease and the Building. In the event of a transfer of 
Landlord’s interest in the Building or the Project, Landlord shall transfer the L-C to the transferee and thereupon Landlord shall, without any 
further agreement between the parties, be released by Tenant from all liability therefor, and it is agreed that the provisions hereof shall apply to 
every transfer or assignment of the whole or any portion of said L-C to a new landlord. In connection with any such transfer of the L-C by 
Landlord, Tenant shall, at Tenant’s sole cost and expense, execute and submit to the Bank such applications, documents and instruments as 
may be necessary to effectuate such transfer, and Tenant shall be responsible for paying the Bank’s transfer and processing fees in connection 
therewith.  

(2) No Assignment by Tenant . Tenant shall neither assign nor encumber the L-C or any part thereof. Neither Landlord nor 
its successors or assigns will be bound by any assignment, encumbrance, attempted assignment or attempted encumbrance by Tenant in 
violation of this Section.  

(3) Replenishment . If, as a result of any drawing by Landlord on the L-C pursuant to its rights set forth in Section 3.5.C , 
below, the amount of the L-C shall be less than the L-C Amount, Tenant shall, within ten (10) days after its receipt of written demand therefor 
from Landlord, provide Landlord with (i) an amendment to the L-C restoring such L-C to the L-C Amount or (ii) additional L-Cs in an amount 
equal to the deficiency, which additional L-Cs shall comply with all of the provisions of this Section 3.5 , and if Tenant fails to comply with the 
foregoing, notwithstanding anything to the contrary contained in Section 13.1 , below, the same shall constitute an incurable default by Tenant 
under this Lease (without the need for any additional notice and/or cure period); provided, however, that any such amended or additional L-C 
shall not be required to have an effective date earlier than the expiration date of the then-existing L-C being so replaced.  

(4) Renewal; Replacement . If the L-C expires earlier than the date (the “ LC Expiration Date ”) that is sixty (60) days after 
the expiration of the Lease Term, Tenant shall deliver a new L-C or certificate of renewal or extension to Landlord at least sixty (60) days prior 
to the expiration of the L-C then held by Landlord, without any action whatsoever on the part of Landlord, which new L-C shall be irrevocable 
and automatically renewable through the LC Expiration Date upon the same terms as the expiring L-C or such other terms as may be 
acceptable to Landlord in its reasonable discretion. In furtherance of the foregoing, Landlord and Tenant agree that the L-C shall contain a so-
called “evergreen provision,” whereby the L-C will automatically be renewed unless at least sixty (60) days’ prior written notice of non-
renewal is provided by the issuer to Landlord; provided, however, that the final expiration date identified in the L-C, beyond which the L-C 
shall not automatically renew, shall not be earlier than the LC Expiration Date.  
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(5) Bank’s Financial Condition . If, at any time during the Lease Term, the Bank’s long term credit rating is reduced below 
the Credit Rating Threshold, or if the financial condition of the Bank changes in any other materially adverse way (either, a “ Bank Credit 
Threat ”), then Landlord shall have the right to require that Tenant obtain from a different issuer a substitute L-C that complies in all respects 
with the requirements of this Section 3.5 , and Tenant’s failure to obtain such substitute L-C within fifteen (15) days following Landlord’s 
written demand therefor (with no other notice or cure or grace period being applicable thereto, notwithstanding anything in this Lease to the 
contrary) shall entitle Landlord, or Landlord’s then managing agent, to immediately draw upon the then existing L- C in whole or in part, 
without notice to Tenant, as more specifically described in Section 3.5.C , below. Tenant shall be responsible for the payment of any and all 
costs incurred with the review of any replacement L-C (including without limitation Landlord’s reasonable, out-of-pocket attorneys’ fees), 
which replacement is required pursuant to this Section or is otherwise requested by Tenant.  

C. Application of Letter of Credit . Tenant hereby acknowledges and agrees that Landlord is entering into this Lease and the 
Companion Lease in material reliance upon the ability of Landlord to draw upon the L-C as protection for the full and faithful performance by 
Tenant of all of its obligations under this Lease and the Companion Lease, and for all losses and damages Landlord may suffer (or which 
Landlord reasonably estimates that it may suffer) as a result of any breach or default by Tenant under this Lease or the Companion Lease. 
Landlord, or its then managing agent, shall have the right to draw down an amount up to the face amount of the L-C if any of the following 
shall have occurred or be applicable: (1) such amount is due to Landlord under the terms and conditions of this Lease or the Companion Lease, 
or (2) Tenant has filed a voluntary petition under the U. S. Bankruptcy Code or any state bankruptcy code (collectively, “Bankruptcy Code”), 
or (3) an involuntary petition has been filed against Tenant under the Bankruptcy Code, or (4) the Bank has notified Landlord that the L-C will 
not be renewed or extended through the LC Expiration Date and Tenant fails to obtain a substitute L-C in the form required by this Section 3.5 
prior to the date that is fifteen (15) days prior to the expiration date of the then-existing L-C, or (5) a Bank Credit Threat or Receivership (as 
such term is defined in Section 3.5.F(1) , below) has occurred and Tenant has failed to comply with the requirements of either Section 3.5.B(5) 
above or Section 3.5.F below, as applicable. If Tenant shall breach any provision of this Lease or the Companion Lease, or otherwise be in 
default hereunder or under the Companion Lease, or if any of the foregoing events identified in this Section 3.5.C(2) through (5)  shall have 
occurred, Landlord may, but without obligation to do so, and without notice to Tenant, draw upon the L-C, in part or in whole, and the 
proceeds may be applied by Landlord to cure any breach or default of Tenant and/or to compensate Landlord for any and all damages of any 
kind or nature sustained or which Landlord reasonably estimates that it will sustain resulting therefrom. The use, application or retention of the 
L-C, or any portion thereof, by Landlord shall not prevent Landlord from exercising any other right or remedy provided by this Lease, by the 
Companion Lease, or by any applicable law, it being intended that Landlord shall not first be required to proceed against the L-C, and shall not 
operate as a limitation on any recovery to which Landlord may otherwise be entitled. Tenant agrees not to interfere in any way with payment to 
Landlord of the proceeds of the L-C, either prior to or following a “draw” by Landlord of any portion of the L-C under the provisions thereof, 
regardless of whether any dispute exists between Tenant and Landlord as to Landlord’s right to draw upon the L-C. No condition or term of 
this Lease shall be deemed to render the L-C conditional to justify the issuer of the L-C in failing to honor a drawing upon such L-C in a timely 
manner in accordance with the requirements of the L-C. Tenant agrees and acknowledges that (i) the L-C constitutes a separate and 
independent contract between Landlord and the Bank, (ii) Tenant is not a third party beneficiary of such contract, (iii) Tenant has no property 
interest whatsoever in the L-C or the proceeds thereof, and (iv) in the event Tenant becomes a debtor under any chapter of the Bankruptcy 
Code, neither Tenant, any trustee, nor Tenant’s bankruptcy estate shall have any right to restrict or limit Landlord’s claim and/or rights to the 
L-C and/or the proceeds thereof by application of Section 502(b)(6) of the U. S. Bankruptcy Code or otherwise.  
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D. Letter of Credit not a Security Deposit . Landlord and Tenant acknowledge and agree that in no event or circumstance shall the 
L-C or any renewal thereof or any proceeds thereof be (i) deemed to be or treated as a “security deposit” within the meaning of California Civil 
Code Section 1950.7, (ii) subject to the terms of such Section 1950.7, or (iii) intended to serve as a “security deposit” within the meaning of 
such Section 1950.7. The parties hereto (A) recite that the L-C is not intended to serve as a security deposit and such Section 1950.7 and any 
and all other laws, rules and regulations applicable to security deposits in the commercial context (“ Security Deposit Laws ”) shall have no 
applicability or relevancy thereto, and (B) waive any and all rights, duties and obligations either party may now or, in the future, will have 
relating to or arising from the Security Deposit Laws.  

E. Proceeds of Draw . In the event Landlord draws down on the L-C pursuant to Section 3.5.C(4) or (5)  above, the proceeds of the 
L-C may be held by Landlord and applied by Landlord against any Rent payable by Tenant under this Lease or the Companion Lease that is not 
paid when due and/or to pay for all losses and damages that Landlord has suffered or that Landlord reasonably estimates that it will suffer as a 
result of any breach or default by Tenant under this Lease or the Companion Lease. Any unused proceeds shall constitute the property of 
Landlord and need not be segregated from Landlord’s other assets. Tenant hereby (i) agrees that (1) Tenant has no property interest whatsoever 
in the proceeds from any such draw, and (2) such proceeds shall not be deemed to be or treated as a “security deposit” under the Security 
Deposit Law, and (ii) waives all rights, duties and obligations either party may now or, in the future, will have relating to or arising from the 
Security Deposit Laws. Landlord agrees that the amount of any proceeds of the L-C received by Landlord, and not (a) applied against any Rent 
payable by Tenant under this Lease or the Companion Lease that was not paid when due, or (b) used to pay for any losses and/or damages 
suffered by Landlord (or reasonably estimated by Landlord that it will suffer) as a result of any breach or default by Tenant under this Lease or 
the Companion Lease (the “ Unused L-C Proceeds ”), shall be paid by Landlord to Tenant (x) upon receipt by Landlord of a replacement L-C 
in the full L-C Amount, which replacement L-C shall comply in all respects with the requirements of this Section 3.5 , or (y) within thirty 
(30) days after the LC Expiration Date; provided, however, that if prior to the LC Expiration Date a voluntary petition is filed by Tenant, or an 
involuntary petition is filed against Tenant by any of Tenant’s creditors, under the Bankruptcy Code, then Landlord shall not be obligated to 
make such payment in the amount of the Unused L-C Proceeds until either all preference issues relating to payments under this Lease or the 
Companion Lease have been resolved in such bankruptcy or reorganization case or such bankruptcy or reorganization case has been dismissed.  

F. Bank Placed Into Receivership .  

(1) Bank Placed Into Receivership . In the event the Bank is placed into receivership or conservatorship (any such event, a “ 
Receivership ”) by the Federal Deposit Insurance Corporation or any successor or similar entity (the “ FDIC ”), then, effective as of the date 
such Receivership occurs, the L-C shall be deemed to not meet the requirements of this Section 3.5 , and, within fifteen (15) days following 
Landlord’s notice to Tenant of such Receivership (the “ LC Replacement Notice ”), Tenant shall (i) replace the L-C with a substitute L-C 
from a different issuer reasonably acceptable to Landlord and that complies in all respects with the requirements of this Section 3.5 , or (ii) in 
the event Tenant demonstrates to Landlord that Tenant is reasonably unable to obtain a substitute L-C from a different issuer reasonably 
acceptable to Landlord and that complies in all respects with the requirements of this Section 3.5.F(1) within the foregoing ten (10) business-
day period, deposit with Landlord cash in the L-C Amount (the “ Interim Cash Deposit ”); provided, however, that, in the case of the 
foregoing sub-clause (ii), Tenant shall, within sixty (60) days after the L-C Replacement  
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Notice, replace the L-C with a substitute L-C from a different issuer reasonably acceptable to Landlord, and that complies in all respects with 
the requirements of this Section 3.5 , and upon Landlord’s receipt and acceptance of such replacement L-C, Landlord shall return the Interim 
Cash Deposit to Tenant, with no obligation on the part of Landlord to pay any interest thereon. If Tenant fails to comply in any respect with the 
requirements of this Section 3.5.F(1), then, notwithstanding anything in this Lease to the contrary, Landlord shall have the right to either 
(A) declare Tenant in default of this Lease for which there shall be no notice or grace or cure periods being applicable thereto other than the 
aforesaid ten (10) and sixty (60) day periods, (B) if applicable, retain such Interim Cash Deposit until such time as such default is cured by 
Tenant, which retention shall not constitute a waiver of any right or remedy available to Landlord under the terms of this Lease or at Law, and 
(c) pursue any and all remedies available to it under this Lease and at law, including, without limitation, if Tenant has failed to provide the 
Interim Cash Deposit, treating any Receivership as a Bank Credit Threat and exercising Landlord’s remedies under Section 3.5.B(5) above, to 
the extent possible pursuant to then-existing FDIC policy. Tenant shall be responsible for the payment of any and all costs incurred with the 
review of any replacement L- C (including without limitation Landlord’s reasonable attorneys’ fees), which replacement is required pursuant to 
this Section or is otherwise requested by Tenant.  

(2) Interim Cash Deposit . During any period that Landlord remains in possession of the Interim Cash Deposit (any such 
period, a “ Deposit Period ”), it is understood by the parties that such Interim Cash Deposit shall be held by Landlord as security for the full 
and faithful performance of Tenant’s covenants and obligations under this Lease and the Companion Lease. The Interim Cash Deposit shall not 
constitute an advance of any Rent, an advance payment of any other kind, nor a measure of Landlord’s damages in case of Tenant’s default. If, 
during any such Deposit Period, Tenant defaults with respect to any provisions of this Lease or the Companion Lease, including, but not 
limited to, the provisions relating to the payment of Rent, the removal of property and the repair of resultant damage, then Landlord may but 
shall not be required to, from time to time, without notice to Tenant and without waiving any other remedy available to Landlord, use the 
Interim Cash Deposit, or any portion of it, to the extent necessary to cure or remedy such default or failure or to compensate Landlord for all 
damages sustained by Landlord or which Landlord reasonably estimates that it will sustain resulting from Tenant’s default or failure to comply 
fully and timely with its obligations pursuant to this Lease or the Companion Lease. Tenant shall immediately pay to Landlord on demand any 
amount so applied in order to restore the Interim Cash Deposit to its original amount, and Tenant’s failure to immediately do so shall constitute 
a default under this Lease. In the event Landlord is in possession of the Interim Cash Deposit at the expiration or earlier termination of this 
Lease, and Tenant is in compliance with the covenants and obligations set forth in this Lease and the Companion Lease at the time of such 
expiration or termination, then Landlord shall return to Tenant the Interim Cash Deposit, less any amounts deducted by Landlord to reimburse 
Landlord for any sums to which Landlord is entitled under the terms of this Lease or the Companion Lease, within sixty (60) days following 
both such expiration or termination and Tenant’s vacation and surrender of the Premises. Landlord’s obligations with respect to the Interim 
Cash Deposit are those of a debtor and not a trustee. Landlord shall not be required to maintain the Interim Cash Deposit separate and apart 
from Landlord’s general or other funds, and Landlord may commingle the Interim Cash Deposit with any of Landlord’s general or other funds. 
Tenant shall not at any time be entitled to interest on the Interim Cash Deposit. In the event of a transfer of Landlord’s interest in the Building, 
Landlord shall transfer the Interim Cash Deposit, in whole or in part, to the transferee and thereupon Landlord shall, without any further 
agreement between the parties, be released by Tenant from all liability therefor, and it is agreed that the provisions hereof shall apply to every 
transfer or assignment of the whole or any portion of said Interim Cash Deposit to a new landlord. Tenant hereby waives the provisions of 
Section 1950.7 of the California Civil Code, or any successor statute, except subsection (b).  
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G. Reduction of L-C Amount . Provided that on or prior to each “Reduction Date”, as that term is defined below, Tenant tenders to 
Landlord (a) evidence reasonably satisfactory to Landlord demonstrating the Tenant satisfies the “L-C Reduction Conditions”, as that term is 
defined below, and (b) a certificate of amendment to the existing L-C, conforming in all respects to the requirements of this Section 3.5 , in the 
amount of the applicable L-C Amount as of the applicable Reduction Date, the L-C Amount shall be reduced pursuant to the following:  
   

For purposes of this Section 3.5.G , the “ L-C Reduction Conditions ” shall mean that (i) Tenant is not then in default under this Lease 
or the Companion Lease, and (ii) Tenant has achieved positive earnings before interest and taxes (“ EBIT ”), as determined in accordance with 
generally accepted accounting principles (“ GAAP ”), for each of the immediately preceding three (3) consecutive trailing quarters. In the 
event Tenant fails to deliver to Landlord evidence reasonably satisfactory to Landlord demonstrating the Tenant satisfies the L-C Reduction 
Conditions prior to the applicable Reduction Date, or if Tenant fails to deliver a certificate of amendment to the existing L-C as required by this 
Section 3.5.G , then the L-C Amount shall not be reduced upon the applicable Reduction Date, but the terms of this Section 3.5.G shall remain 
effective and the L-C Amount shall thereafter be reduced by the L-C Reduction Amount, on the date Tenant delivers to Landlord evidence 
reasonably satisfactory to Landlord demonstrating that Tenant then satisfies the L-C Reduction Conditions (provided that no such reductions 
shall be permitted in the event this Lease or the Companion Lease is terminated early as a result of an Event of Tenant’s Default).  

3.6 Electronic Payment : Landlord shall have the right, on not less than thirty (30) days prior written notice to Tenant (the “ Electronic 
Payment Notice ”), to require Tenant to make subsequent payments of Monthly Base Rent and Additional Rent due pursuant to the terms of 
this Lease by means of a federal funds wire transfer or such other method of electronic funds transfer as may be required by Landlord in its sole 
and absolute discretion (the “ Electronic Payment ”). The Electronic Payment Notice shall set forth the proper bank ABA number, account 
number and designation of the account to which such Electronic Payment shall be made. Tenant shall promptly notify Landlord in writing of 
any additional information that will be required to establish and maintain Electronic Payment from Tenant’s bank or financial institution. 
Landlord shall have the right, after at least ten (10) days prior written notice to Tenant, to change the name of the depository for receipt of any 
Electronic Payment and to discontinue payment of any sum by Electronic Payment.  

ARTICLE 4  
USE OF PREMISES  

4.1 Limitation on Use : Tenant may only use the Premises for the Permitted Use specified in Section N of the Summary. There shall not 
be any change in the Permitted Use without the prior written consent of Landlord, which consent will not be unreasonably withheld, 
conditioned or delayed. Tenant shall not do anything in or about the Premises which will (i) cause structural injury to the Building, or (ii) cause 
damage to any part of the Building except to the extent reasonably necessary for the installation of Tenant’s Trade Fixtures and Tenant’s 
Alterations, and then only in a manner which has been first approved by Landlord in writing (which approval shall not be unreasonably 
withheld, conditioned or delayed), and provided that Tenant shall promptly repair any such damage at Tenant’s sole cost and expense. Tenant 
shall not operate any equipment within the Premises which will (i) materially damage  
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the Building or the Common Area, (ii) overload existing electrical systems or other mechanical equipment servicing the Building, (iii) impair 
the efficient operation of the sprinkler system or the heating, ventilating or air conditioning (“ HVAC ”) equipment within or servicing the 
Building for the Permitted Use, or (iv) damage, overload or corrode the sanitary sewer system. Tenant shall not attach, hang or suspend 
anything from the ceiling, roof, walls or columns of the Building or set any load on the floor in excess of the load limits for which such items 
are designed, nor operate hard wheel forklifts within the Premises. Any dust, fumes, or waste products generated by Tenant’s use of the 
Premises shall be contained and disposed so that they do not (i) create an unreasonable fire or health hazard, (ii) damage the Premises, or 
(iii) result in the violation of any Law. Except as set forth in Section 15.17 , and except as otherwise approved by Landlord in its sole 
discretion, Tenant shall not change the exterior of the Building or install any equipment or antennas on, or make any penetrations of, the 
exterior or roof of the Building. Tenant shall not commit any waste in or about the Premises, and Tenant shall keep the Premises in a clean and 
orderly condition, free of any nuisances. If Landlord designates a standard window covering for use throughout the Building, Tenant shall use 
this standard window covering to cover all windows in the Premises. Tenant shall not conduct on any portion of the Premises or the Project any 
over-the-counter sale of any kind, including any public or private auction, fire sale, going-out-of-business sale, distress sale or other liquidation 
sale.  

4.2 Compliance with Regulations : Tenant agrees that it shall not use the Premises in any manner which violates any Laws or Private 
Restrictions which affect the Premises, and it shall abide by and promptly observe and comply with all Laws and Private Restrictions; 
provided, however, that with respect to any Private Restrictions that are not of record as of the Effective Date of this Lease, Tenant shall only 
be required to abide by and observe such Private Restrictions to the extent that the same do not materially interfere with or prevent Tenant from 
using the Premises for the Permitted Use, and do not (i) materially diminish the rights, (ii) materially increase the non-monetary obligations, or 
(iii) increase the monetary obligations of Tenant under this Lease. Tenant shall not use the Premises in any manner which will cause a 
cancellation of any insurance policy covering Tenant’s Alterations or any improvements installed in the Premises by Landlord at its expense, or 
which poses an unreasonable risk of damage or injury to the Premises. Tenant shall not sell, or permit to be kept, used, or sold in or about the 
Premises, any article which may be prohibited by the standard form of fire insurance policy. Tenant shall comply with all reasonable 
requirements of any insurance company, insurance underwriter, or Board of Fire Underwriters which are necessary to maintain the insurance 
coverage carried by either Landlord or Tenant pursuant to this Lease. Notwithstanding anything to the contrary set forth in this Lease, Tenant 
shall not be obligated to make any alterations to the Building Structure or the Building Systems which are required in order to cause the same 
to comply with any Laws or Private Restrictions, except as specifically set forth in Section 5.3 , below.  

4.3 Outside Areas : Except as specifically set forth in Section 15.17 , below, no materials, supplies, tanks or containers, equipment, 
finished products or semi-finished products, raw materials, inoperable vehicles or articles of any nature shall be stored upon or permitted to 
remain outside of the Premises except in fully fenced and screened areas outside the Building which have been designed for such purpose and 
have been approved in writing by Landlord for such use by Tenant.  

4.4 Signs : Tenant shall not place on any portion of the Premises any sign, placard, lettering in or on windows, banner, displays or other 
advertising or communicative material which is visible from the exterior of the Building without the prior written approval of Landlord, which 
approval shall not be unreasonably withheld, conditioned or delayed. Notwithstanding the foregoing, Landlord hereby approves of the existing 
exterior signage installed by Tenant at the Project pursuant to the terms and conditions of the Existing Lease; provided, however, that in the 
event that Landlord implements a new  
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signage plan at the Project, Tenant shall have a one-time obligation to replace such existing signage with new signage of like kind and quality 
that complies with such new signage plan, provided that such new signage plan is commercially reasonable. All such approved signs shall 
strictly conform to all Laws, Private Restrictions, and Landlord’s commercially reasonable sign criteria then in effect and shall be installed at 
the expense of Tenant. Tenant shall maintain such signs in good condition and repair.  

4.5 Parking : Tenant is allocated and shall have the non-exclusive right, at no separate charge to Tenant (excluding Tenant’s Share of 
Operating Expenses) during the initial Lease Term, to use the number of Tenant’s Allocated Parking Passes contained within the Project 
described in Section H of the Summary for its use and the use of Tenant’s Agents, the location of which may be designated from time to time 
by Landlord; provided that unless and to the extent that Landlord has specifically designated areas for exclusive parking at the Project, such 
parking shall be on a first-come-first-serve basis for all tenants of the Project. Tenant shall not at any time be entitled to use more parking 
passes than the number so allocated to Tenant pursuant to this Lease, or to park its vehicles or the vehicles of others in any portion of the 
Project not designated by Landlord as a non-exclusive parking area. Notwithstanding the foregoing, or anything to the contrary set forth in this 
Lease, Landlord hereby agrees that as existing leases at the Project which presently provide tenants with allocated parking passes in excess of 
three (3) parking passes per one thousand (1,000) rentable square feet of leased space (the “ Project Parking Ratio ”) expire or otherwise 
terminate, Landlord shall use commercially reasonable efforts to re-allocate such recaptured spaces ( i.e. , those spaces in excess of the Project 
Parking Ratio) to Tenant until Tenant has a total allocated number of parking passes equal to the Project Parking Ratio ( i.e. , 359 parking 
passes based on 119,583 rentable square feet). Tenant shall not have the exclusive right to use any specific parking space. If Landlord grants to 
any other tenant the exclusive right to use any particular parking space(s), Tenant shall not use such spaces; provided, however, Landlord shall 
not grant any reserved parking rights to other tenants in the area identified on Exhibit C . Landlord reserves the right, after having given Tenant 
reasonable notice, to have any vehicles owned by Tenant or Tenant’s Agents utilizing parking passes in excess of the parking passes allowed 
for Tenant’s use, or parked in any portion of the Project not designated by Landlord as a non-exclusive parking area, to be towed away at 
Tenant’s cost. All trucks and delivery vehicles shall be (i) parked at the rear of the Building, (ii) loaded and unloaded in a manner which does 
not interfere with the businesses of other occupants of the Project, and (iii) permitted to remain on the Project only so long as is reasonably 
necessary to complete loading and unloading. In the event Landlord elects or is required by any Law to limit or control parking in the Project, 
whether by validation of parking tickets or any other method of assessment, Tenant agrees to participate in such validation or assessment 
program under such reasonable rules and regulations as are from time to time established by Landlord.  

4.6 Rules and Regulations : Landlord may from time to time promulgate reasonable and nondiscriminatory rules and regulations 
applicable to all occupants of the Project for the care and orderly management of the Project and the safety of its tenants and invitees. Such 
rules and regulations shall be binding upon Tenant upon delivery of a copy thereof to Tenant, and Tenant agrees to abide by such rules and 
regulations provided that, except to the extent required by applicable Laws, such rules and regulations do not materially interfere with or 
prevent Tenant from using the Premises for the Permitted Use. If there is a conflict between the rules and regulations and any of the provisions 
of this Lease, the provisions of this Lease shall prevail. Landlord shall not be responsible for the violation by any other tenant or occupant of 
the Project of any such rules and regulations.  

ARTICLE 5  
TRADE FIXTURES AND ALTERATIONS  

5.1 Trade Fixtures : Throughout the Lease Term, Tenant may provide and install, and shall maintain in good condition, any Trade 
Fixtures required in the conduct of its business in the Premises, except to the extent any Trade Fixture will constitute a Tenant Alteration, in 
which case it shall be subject to the requirements set forth below for the construction of a Tenant Alteration. All Trade Fixtures shall remain 
Tenant’s property upon the expiration or earlier termination of this Lease.  
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5.2 Tenant’s Alterations : Construction by Tenant of a Tenant Alteration shall be governed by the following:  

A. Consent Required . Tenant shall not construct any Tenant Alterations or otherwise alter the Premises or the “Outside Area” (as 
defined in Section 15.17 , below) without Landlord’s prior written approval, which will not be unreasonably withheld, conditioned or delayed, 
unless such Tenant Alteration materially and adversely affects areas outside of the Premises (other than the Outside Area) or the exterior of the 
Building or the structural parts of the Building, in which case Landlord may withhold its consent in its sole and absolute discretion. 
Notwithstanding the foregoing, Landlord’s consent shall not be required for any Alteration to the interior of the Premises that complies with the 
following requirements: (a) is cosmetic in nature such as painting, (b) does not affect the roof or any area outside of the Premises or require 
work inside the exterior walls or above the ceiling of the Premises; (c) does not affect the “Building Structure” (as that term is defined in 
Section 6.2 , below), or the electrical, plumbing, HVAC, sprinkler or other fire life safety, or mechanical systems in the Building or servicing 
the Premises (collectively, the “ Building Systems ”); and (d) costs less than the Permitted Tenant Alterations Limit specified in Section O of 
the Summary per work of improvement (herein referred to as “ Minor Alteration ”). Tenant shall provide Landlord with prior written notice of 
any Minor Alteration, and if Tenant requests of Landlord in such written notice that Landlord inform Tenant of whether or not Landlord will 
require Tenant to remove such Minor Alteration at the expiration or sooner termination of the Lease Term, and Landlord fails to inform Tenant 
that removal will be required, then Tenant shall not be required to remove such Minor Alteration at the expiration or earlier termination of this 
Lease. In the event Landlord’s approval for any Tenant Alteration is required, Tenant shall not construct the Tenant Alteration until Landlord 
has approved in writing the plans and specifications therefor (which approval shall not be unreasonably withheld, conditioned or delayed), and 
such Tenant Alteration shall be constructed substantially in compliance with such approved plans and specifications by a licensed contractor 
first approved by Landlord (which approval shall not be unreasonably withheld, conditioned or delayed). All Tenant Alterations constructed by 
Tenant shall be constructed by a licensed contractor in accordance with all Laws using new materials of good quality.  

B. Other Requirements . Tenant shall not commence construction of any Tenant Alteration until (i) all required governmental 
approvals and permits have been obtained, (ii) all requirements regarding insurance imposed by this Lease have been satisfied, (iii) Tenant has 
given Landlord at least five (5) days’ prior written notice of its intention to commence such construction, and (iv) if reasonably requested by 
Landlord, Tenant has obtained contingent liability and broad form builders’ risk insurance in an amount reasonably satisfactory to Landlord if 
there are any perils relating to the proposed construction not covered by insurance carried pursuant to Article 9 .  

C. Restoration . All Tenant Alterations shall remain the property of Tenant during the Lease Term but shall not be altered or 
removed from the Premises (except for Tenant Alterations which are altered or removed during the Lease Term in the ordinary course of 
Tenant’s business operations, provided that Tenant shall repair any damage to the Premises and Building caused by such removal and/or 
alteration). At the expiration or sooner termination of the Lease Term, all Tenant Alterations in the Premises shall be surrendered to Landlord 
as part of the realty and shall then become Landlord’s property, and Landlord shall have no obligation to reimburse Tenant for all or any 
portion of the value or cost thereof; provided, however, that if Landlord requires Tenant to remove any Tenant Alterations, Tenant shall so 
remove such Tenant Alterations prior to the expiration or sooner termination of the Lease Term and repair any damage to the Premises and 
Building caused by such removal. Notwithstanding the foregoing or anything to the contrary set forth in this Lease, Tenant shall not be  
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obligated to remove (i) the Tenant Improvements; (ii) any existing alterations or improvements that were installed in the Premises pursuant to 
the Existing Lease; or (iii) any Tenant Alterations with respect to which the following is true: (A) Tenant was required, or elected, to obtain the 
approval of Landlord to the installation of the Tenant Alteration in question; (B) at the time Tenant requested Landlord’s approval, Tenant 
requested of Landlord in writing that Landlord inform Tenant of whether or not Landlord would require Tenant to remove such Tenant 
Alteration at the expiration of the Lease Term; and (C) at the time Landlord granted its approval, it did not inform Tenant that it would require 
Tenant to remove such Tenant Alteration at the expiration of the Lease Term.  

D. Removal of Electrical and Telecommunication Wires . Within sixty (60) days prior to the expiration or sooner termination of the 
Term of this Lease Landlord may elect (“ Election Right ”) by written notice to Tenant to:  

(1) Retain any or all wires, cables, and similar installations appurtenant thereto (“ Wires ”) installed by Tenant within the 
Premises or anywhere in the Building outside the Premises, including, without limitation, the plenums or risers of the Building; or  

(2) Require Tenant, at Tenant’s sole cost and expense, to remove any or all of the Wires installed by Tenant during the Lease 
Term or during the term of the Existing Lease and repair all damage to the Premises and the Building caused by such removal (“ Wire 
Restoration Work ”).  

Tenant shall comply with all applicable Laws with respect to the Wires, subject to Landlord’s right to elect to retain the Wires. If 
Landlord elects to retain any or all of the Wires (pursuant to Section 5.2D(1) above), Tenant covenants that: (a) Tenant shall be the sole owner 
of the Wires, Tenant shall have the sole right to surrender the Wires, and the wires shall be free of all liens and encumbrances; and (b) all Wires 
shall be left in good condition, working order, properly labeled and capped or sealed at each end and in each telecommunications/electrical 
closet and junction box, and in safe condition.  

The provisions of Section 5.2D and all subsections thereof shall survive the expiration or sooner termination of the Term of this 
Lease.  

5.3 Alterations Required by Law : Tenant shall make any alteration, addition or change of any sort to the Premises or Building (including 
the Building Structure and Building Systems), that is required by any Law because of (i) Tenant’s particular use or change of use of the 
Premises (as opposed to any general office uses or generic, as opposed to specific, industrial uses); (ii) the Tenant Improvements; (iii) Tenant’s 
construction or installation of any Tenant Alteration, Minor Alteration or Trade Fixtures; or (iv) any Event of Tenant’s Default. Any other 
alteration, addition, or change required by Law which is not the responsibility of Tenant pursuant to the foregoing shall be made by Landlord 
(subject to Landlord’s right to reimbursement from Tenant specified in Section 5.4 ).  

5.4 Amortization of Certain Capital Improvements : Tenant shall pay Additional Rent in the event Landlord reasonably elects or is 
required to make any of the following kinds of capital improvements to the Project (provided that in no event shall Additional Rent include any 
capital expenditures to the extent they are related to the Building Structure or another building of the Project (and not to the Building or to the 
Project as a whole)): (i) capital improvements required to be constructed in order to comply with any Law (excluding any Hazardous Materials 
Laws) not in effect or applicable to the Project as of the Effective Date; (ii) modification of existing or construction of additional capital 
improvements or building service equipment for the purpose of reducing the consumption of utility services or Operating Expenses of the 
Project (but only to the extent of any anticipated savings in Operating Expenses during the amortization period for such capital improvement); 
and (iii) replacement of capital improvements or building service equipment existing as of the Effective Date with improvements or equipment 
of comparable quality when required because of normal wear and tear. The amount of Additional Rent Tenant is to pay with respect to each 
such capital improvement shall be determined as follows:  

A. Amortization Period . All costs paid by Landlord to construct such improvements (including financing costs) shall be amortized 
over the useful life of such improvement (as reasonably determined by Landlord in accordance with commercially reasonable real estate 
management and accounting principles consistent with the practices of landlords of comparable properties located in Santa Clara, California) 
with interest on the unamortized balance at the then prevailing market rate Landlord would pay if it borrowed funds to construct such 
improvements from an institutional lender, and Landlord shall inform Tenant of the monthly amortization payment required to so amortize such 
costs, and shall also provide Tenant with the information upon which such determination is made.  
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B. Payment . As Additional Rent, Tenant shall pay at the same time the Base Monthly Rent is due an amount equal to Tenant’s 
Share of that portion of such monthly amortization payment fairly allocable to the Building (as reasonably determined by Landlord) for each 
month after such improvements are completed until the first to occur of (i) the expiration of the Lease Term (as it may be extended), or (ii) the 
end of the term over which such costs were amortized.  

5.5 Mechanic’s Liens : Tenant shall keep the Project free from any liens and shall pay when due all bills arising out of any work 
performed, materials furnished, or obligations incurred by Tenant or Tenant’s Agents relating to the Project. If any claim of lien is recorded 
(except those caused by Landlord or Landlord’s Agents), Tenant shall bond against or discharge the same within ten (10) days after Tenant 
obtains knowledge that the same has been recorded against the Project. Should any lien be filed against the Project or any action be commenced 
affecting title to the Project, the party receiving notice of such lien or action shall immediately give the other party written notice thereof.  

5.6 Taxes on Tenant’s Property : Tenant shall pay before delinquency any and all taxes, assessments, license fees and public charges 
levied, assessed or imposed against Tenant or Tenant’s estate in this Lease or the property of Tenant situated within the Premises which 
become due during the Lease Term. If any tax or other charge is assessed by any governmental agency because of the execution of this Lease, 
such tax shall be paid by Tenant. Within five (5) days following demand by Landlord, Tenant shall furnish Landlord with satisfactory evidence 
of these payments.  

5.7 Tenant’s Security System . Subject to the terms of this Lease (including the Tenant Work Letter and this Article 5 , as applicable), 
Tenant shall have the right, at its own expense, to install a security system (“ Tenant’s Security System ”) in the Premises. Tenant shall be 
solely responsible, at Tenant’s sole cost and expense, for the installation, monitoring and operation during the Lease Term, and removal upon 
the expiration or earlier termination of this Lease of Tenant’s Security System. Tenant hereby agrees that Landlord shall not be responsible for 
monitoring Tenant’s Security System, and that neither Landlord nor the “Landlord Parties”, as that term is defined in Section 7.2E of this 
Lease, shall in no case be liable for, and Landlord and the Landlord Parties are hereby released from any responsibility for, any personal injury 
or property damage sustained by Tenant in connection with or arising from any acts or omissions with regard to the admission to or exclusion 
from the Premises or the Building of any person.  
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ARTICLE 6  
REPAIR AND MAINTENANCE  

6.1 Tenant’s Obligation to Maintain : Except as otherwise provided in Sections 5.4 , 6.2 , 6.4 ,  11.1 , and 12.3 , Tenant shall be 
responsible for the following during the Lease Term:  

A. General . Tenant shall clean and maintain in good order, condition, and repair and replace when necessary the Premises and 
every part thereof, through regular inspections and servicing, including, but not limited to: (i) all plumbing and sewage facilities located within 
or exclusively serving the Premises (including all sinks, toilets, faucets and drains), and all ducts, pipes, vents or other parts of the HVAC or 
plumbing system located within or exclusively serving the Premises; (ii) all fixtures, interior walls, floors, carpets and ceilings; (iii) all 
windows, doors, entrances, plate glass, showcases and skylights (including cleaning both interior and exterior surfaces); (iv) all electrical 
facilities and equipment located within or exclusively serving the Premises (including all lighting fixtures, lamps, bulbs, tubes, fans, vents, 
exhaust equipment and systems); and (v) any automatic fire extinguisher equipment located in the Premises.  

B. Utilities and Glass . With respect to utility facilities located within or exclusively serving the Premises (including electrical 
wiring and conduits, gas lines, water pipes, and plumbing and sewage fixtures and pipes), Tenant shall be responsible for the maintenance and 
repair of any such facilities which serve only the Premises, including all such facilities that are within the walls or floor, or on the roof of the 
Premises; provided, however, that Landlord shall maintain all underground utility facilities located outside of the Premises, except to the extent 
(i) the same were installed by or on behalf of Tenant, or (ii) such underground facilities were damaged by Tenant or a Tenant Party (subject to 
Section 9.3 regarding waiver of subrogation).  

C. Windows . Tenant shall replace any damaged or broken glass in the Premises (including all interior and exterior doors and 
windows) with glass of the same kind, size and quality. Tenant shall repair any damage to the Premises (including exterior doors and windows) 
caused by vandalism or any unauthorized entry. Tenant shall maintain continuously throughout the Lease Term a service contract for the 
washing of all exterior windows in the Premises with a contractor approved by Landlord (which approval shall not be unreasonably withheld, 
conditioned or delayed), which contract provides for the periodic washing of all such windows at least once every one hundred eighty 
(180) days during the Lease Term. Promptly following a request from Landlord, Tenant shall furnish Landlord with copies of all such service 
contracts, and shall provide Landlord with written notice within a reasonable period of time following any change in the service contractor. All 
interior windows in the Premises shall be washed on a commercially reasonable basis.  

D. HVAC . Tenant shall (i) maintain and repair (including replacement of component parts when necessary) all HVAC equipment 
located within or exclusively serving the Premises, and shall keep the same in good condition and repair through regular inspection and 
servicing, and (ii) maintain continuously throughout the Lease Term a service contract for the maintenance of all such HVAC equipment with a 
licensed HVAC repair and maintenance contractor approved by Landlord, which contract provides for the periodic inspection and servicing of 
the HVAC equipment in accordance with the manufacturer’s recommendations, but in any event at least once every one hundred twenty 
(120) days during the Lease Term. Notwithstanding the foregoing, Landlord may elect at any time to assume responsibility for the 
maintenance, repair and replacement of such HVAC equipment which serves the Premises and include such costs in Operating Expenses 
(provided that such costs are commercially reasonable and customary for such service contracts given the nature and type of the work being 
performed). Promptly following a request from Landlord, Tenant shall furnish Landlord with copies of all such service contracts, and shall 
provide Landlord with written notice within a reasonable period of  
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time following any change in the service contractor. Notwithstanding the foregoing or anything to the contrary set forth in this Lease, in the 
event that a base Building HVAC system (and not any supplemental HVAC system installed in the Premises by Tenant, the maintenance, repair 
and replacement of which shall be the sole responsibility of Tenant) needs to be replaced due to normal wear and tear (and not as a result of 
(A) damage to the Building caused by peril or condemnation, which shall be covered by Articles 11 and 12 , respectively, of this Lease, 
(B) Tenant’s failure to maintain and repair such Building HVAC system in accordance with the terms of this Section 6.1 , or (C) any 
negligence or willful misconduct on the part of Tenant or Tenant’s Agents, subject to Section 9.3 regarding waiver of subrogation), Landlord 
shall perform such work and Tenant shall pay Landlord the amortized costs thereof in accordance with Section 6.4 , below.  

E. Standards . All repairs and replacements required of Tenant shall be promptly made with new materials of like kind and quality. 
If the work affects the structural parts of the Building or if the estimated cost of any item of repair or replacement is in excess of the Permitted 
Tenant’s Alterations Limit, then Tenant shall first obtain Landlord’s written approval of the scope of the work, plans therefor, materials to be 
used, and the contractor, which approval shall not be unreasonably withheld, conditioned or delayed.  

6.2 Landlord’s Obligation to Maintain : Landlord shall repair, maintain and operate the Common Area and repair and maintain the roof, 
exterior and structural parts of the Building (including, without limitation, the foundation, floor slabs, columns, beams and load-bearing walls) 
(the “ Building Structure ”), so that the same are kept in good order and repair, the costs of which shall be included in Operating Expenses to 
the extent permitted by Article 8 of this Lease. If there is central HVAC or other building service equipment and/or utility facilities serving 
portions of both the Common Area and the Premises, Landlord shall maintain and operate (and replace when necessary) such equipment, the 
cost of which shall be included in Operating Expenses to the extent permitted by Article 8 of this Lease. Landlord shall not be responsible for 
repairs required by an accident, fire or other peril or for damage caused to any part of the Project by any negligent act or omission or willful 
misconduct of Tenant or Tenant’s Agents except as otherwise required by Article 11 (subject to Section 9.3 regarding waiver of subrogation). 
Landlord may engage contractors of its choice to perform the obligations required of it by this Article, which contractors shall be licensed and 
appropriately qualified, and the necessity of any expenditure to perform such obligations shall be at the commercially reasonable discretion of 
Landlord.  

6.3 Control of Common Area : Landlord shall at all times have exclusive control of the Common Area. Landlord shall have the right, 
without the same constituting an actual or constructive eviction and without entitling Tenant to any abatement of rent, to: (i) close any part of 
the Common Area to whatever extent required in the opinion of Landlord’s counsel to prevent a dedication thereof or the accrual of any 
prescriptive rights therein; (ii) temporarily close the Common Area to perform maintenance or for any other reason deemed sufficient by 
Landlord; (iii) change the shape, size, location and extent of the Common Area; (iv) eliminate from or add to the Project any land or 
improvement, including multi-deck parking structures; (v) make changes to the Common Area including, without limitation, changes in the 
location of driveways, entrances, passageways, exits, parking spaces, parking areas, sidewalks or the direction of the flow of traffic and the site 
of the Common Area; (vi) remove unauthorized persons from the Project; and/or (vii) change the name or address of the Building or Project. 
Tenant shall keep the Common Area clear of all obstructions created or permitted by Tenant. If in the opinion of Landlord unauthorized 
persons are using any of the Common Area by reason of the presence of Tenant in the Building, Tenant, upon demand of Landlord, shall 
restrain such unauthorized use by appropriate proceedings. In exercising any such rights regarding the Common Area, (i) Landlord shall make a 
reasonable effort to minimize any disruption to Tenant’s business, and (ii) Landlord shall not exercise its rights to close, change or control the 
Common Area in a manner that would materially interfere with Tenant’s use of or access to the Premises or parking rights under this Lease 
without first  
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obtaining Tenant’s consent, which consent shall not be unreasonably withheld, conditioned or delayed. Landlord shall have no obligation to 
provide guard services or other security measures for the benefit of the Project. Tenant assumes all responsibility for the protection of Tenant 
and Tenant’s Agents from acts of third parties; provided, however, that nothing contained herein shall prevent Landlord, at its sole option, from 
providing security measures for the Project.  

6.4 Landlord Capital HVAC Replacements . In the event that, as a part of Tenant’s obligations under Section 6.1.D , above, Tenant is 
required to replace any of the units of the base Building HVAC system, the fire-life safety system, or the Building elevators (collectively, the “ 
BB System ”). which shall expressly exclude any supplemental HVAC units and/or fire-life safety systems installed by or on behalf of Tenant 
in the Premises, as the result of the failure of such BB System (as reasonably determined by Landlord) (the “ Replacement Unit ”), and not as 
a result of Tenant’s failure to maintain and repairs such BB Systems in accordance with the terms of Section 6.1 , above, then Tenant shall 
provide Landlord written notice of such Replacement Unit, and, provided that Landlord reasonably agrees with Tenant that, in accordance with 
commercially reasonable real estate management and accounting principles consistent with the practices of landlords of comparable properties 
located in Santa Clara, California, such Replacement Unit does in fact need to be replaced, then Landlord shall install such Replacement Unit at 
Landlord’s cost, provided that Landlord shall have the right to amortize the cost such Replacement Unit over the useful life of the Replacement 
Unit (determined in accordance with GAAP), in accordance with Section 5.4 , above.  

ARTICLE 7  
WASTE DISPOSAL AND UTILITIES  

7.1 Waste Disposal : Tenant shall store its waste either inside the Premises or within outside trash enclosures that are fully fenced and 
screened in compliance with all Private Restrictions, and designed for such purpose. All entrances to such outside trash enclosures shall be kept 
closed, and waste shall be stored in such manner as not to be visible from the exterior of such outside enclosures. Landlord hereby 
acknowledges and agrees that the trash enclosures installed and maintained by Tenant as of the date of this Lease and pursuant to the Existing 
Lease are acceptable. Tenant shall cause all of its waste to be regularly removed from the Premises at Tenant’s sole cost. Tenant shall keep all 
fire corridors and mechanical equipment rooms in the Premises free and clear of all obstructions at all times.  

7.2 Hazardous Materials : Landlord and Tenant agree as follows with respect to the existence or use of Hazardous Materials on the 
Project:  

A. Hazardous Materials Disclosure Certificate . Upon request by Landlord from time to time (but not more than once per calendar 
year, except in connection with a sale or refinancing of the Project or an Event of Tenant’s Default under this Lease), Tenant shall deliver to 
Landlord an executed Hazardous Materials disclosure statement, substantially in a form reasonably required by Landlord describing Tenant’s 
then-present use of Hazardous Materials on the Premises, and shall also deliver any other reasonably necessary information documenting the 
use by Tenant of Hazardous Materials on the Premises as requested by Landlord to the extent such information is not already included in any 
Hazardous Materials Business Plan (“ HMBP ”) previously provided by Tenant to Landlord. Tenant shall promptly file with Landlord a copy 
of any HMBP or any other business response plan or inventory required to be maintained and/or filed with any federal, state or local regulatory 
agency under any applicable Laws. Landlord and Tenant acknowledge and agree that, as of the date of this Lease, (i) Tenant has fully and 
accurately completed Landlord’s pre-leasing environmental exposures questionnaire (the “ Environmental Questionnaire ”), (ii) Tenant has 
submitted to Landlord a copy of its most current HMBP, and (iii) Tenant has submitted to Landlord a copy of Tenant’s closure plan and 
financial assurance mechanism filed with the County of Santa Clara in connection with Tenant’s “permit-by-rule”  
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treatment process allowing for an on-site hazardous waste treatment system, as disclosed by Tenant in the Environmental Questionnaire (the “ 
Closure Plan ” and, collectively with the Environmental Questionnaire and the HMPB Plan, the “ Approved Hazardous Materials ”), each as 
set forth on Exhibit E attached hereto (the “ Approved Hazardous Materials Exhibit ”).  

B. Hazardous Material Usage . Neither Tenant, nor Tenant’s employees, contractors and subcontractors of any tier, entities with a 
contractual relationship with Tenant (other than Landlord), or any entity acting as an agent or sub-agent of Tenant, shall be entitled to produce, 
use, store, generate, transport or dispose of any Hazardous Materials on, in, or about any portion of the Premises, Building or the Project, nor 
cause or permit any Hazardous Materials to be brought upon, placed, stored, manufactured, generated, blended, handled, recycled, used or 
released on, in, under or about the Premises (herein referred to as “ Hazardous Materials Usage ”) not previously identified by Tenant to 
Landlord per the HMBP provided pursuant to Section 7.2.A above, without, in each instance, obtaining Landlord’s prior written consent 
thereto, which consent shall not be unreasonably withheld, conditioned or delayed; provided, however, that in the event Tenant desires to use, 
store or dispose of Hazardous Materials which are not similar to the Hazardous Materials listed on the Approved Hazardous Materials Exhibit 
in terms of their hazardous character, handling profile, usage and quantity (“ New Hazardous Materials Usage ”), then (i) Landlord shall have 
the right to impose additional terms and conditions on this Lease based upon such hazardous character, handling profile, use, storage and/or 
disposal, to the extent such additional terms and conditions are consistent with the requirements of institutional landlords of “Comparable 
Buildings,” as that term is defined in Section 8.5(B), below, when leasing space to tenants using Hazardous Materials materially similar in 
terms of hazardous character, handling profile, usage and quantity to the New Hazardous Materials Usage, and (ii) the installation of any 
additional exterior storage tanks or vessels in the Common Area or below grade, with respect to such new Hazardous Materials shall be subject 
to Landlord’s prior written consent, in its sole and absolute discretion. If any information provided to Landlord by Tenant on the Approved 
Hazardous Materials Exhibit, or otherwise relating to information concerning Hazardous Materials is intentionally or grossly negligently false, 
incomplete, or misleading in any material respect, the same shall be deemed a default by Tenant under this Lease. Any Hazardous Materials 
Usage by Tenant and Tenant’s Agents after the Effective Date on or about the Project shall strictly comply with all applicable Laws, including 
all Hazardous Materials Laws. Such foregoing obligation shall include, without limitation, maintaining, and complying with, all required 
necessary licenses, certifications, permits and approvals appropriate or required for any Hazardous Materials Usage by Tenant on the Premises. 
Landlord shall have a continuing right, without obligation, to require Tenant to obtain, and to review and inspect any and all such permits, 
licenses, certifications and approvals, together with copies of any and all Hazardous Materials management plans and programs, any and all 
Hazardous Materials risk management and pollution prevention programs, and any and all Hazardous Materials emergency response and 
employee training programs respecting Tenant’s Hazardous Materials Usage.  

C. Tests and Inspections . Landlord shall have the right, but not the obligation, at all times during the Term of this Lease (but not 
more than once per calendar year, except in connection with a sale or refinancing of the Project or an Event of Tenant’s Default under this 
Lease) and subject to Tenant’s reasonable security requirements, to (i) enter and inspect the Premises, (ii) conduct tests and investigations 
periodically and from time to time to determine whether Tenant is in compliance with the provisions of this Section 7.2 or to determine if 
Hazardous Materials are present in, on or about the Project, and (iii) request Tenant confirm in writing that all previously provided information 
to Landlord with respect to the type and amount all Hazardous Materials used, stored or otherwise located on, under or about any portion of the 
Premises and/or the Common Areas is accurate and complete. The cost of all such inspections, tests and investigations shall be borne by 
Tenant, if and only if as a result thereof Landlord reasonably determines that contamination has occurred on the Premises and/or Common 
Areas and that Tenant or any of Tenant’s Agents are responsible in any manner for any contamination. The  
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aforementioned rights granted herein to Landlord and its representatives shall not create (a) a duty on Landlord’s part to inspect, test, 
investigate, monitor or otherwise observe the Premises or the activities of Tenant and Tenant’s Agents with respect to Hazardous Materials, 
including without limitation, Tenant’s operation, use and any remediation related thereto, or (b) liability on the part of Landlord and its 
representatives for Tenant’s use, storage, disposal or remediation of Hazardous Materials, it being understood that Tenant shall be solely 
responsible for all liability in connection therewith.  

D. Notice; Cleanup Obligations; Closure and Decommissioning .  

(1) Notice . Tenant shall give to Landlord prompt verbal and follow-up written notice of any spills, releases, discharges, 
disposals, emissions, migrations, removals or transportation of Hazardous Materials on, under or about any portion of the Premises, Common 
Areas or Project in violation of applicable Hazardous Materials Laws or Tenant’s obligations under this Lease, provided that Tenant has actual 
knowledge of such event(s). Tenant shall promptly forward to Landlord copies of all requests, orders, notices, permits, applications, and other 
communications and reports received by Tenant from or submitted by Tenant to any federal, state or local regulatory agency with jurisdiction 
over Tenant’s operations of the Premises in connection with the foregoing. To the extent any regulatory, judicial or other enforcement action or 
proceeding in connection with the foregoing is commenced against Tenant, Tenant shall not enter into any discretionary or voluntary 
settlement, consent decree or other compromise or resolution without first notifying Landlord of Tenant’s intention to do so and affording 
Landlord the opportunity to contest such proceedings or to join and participate, as a party if Landlord so elects, in such proceedings, and in no 
event shall Tenant enter into any discretionary or voluntary consent decree, consent order or other agreements with terms which are binding on 
Landlord or the Premises without Landlord’s prior written consent, which consent shall not be unreasonably withheld, conditioned or delayed; 
provided, however, that Tenant shall provide prompt written notice to Landlord in the event that Tenant is compelled ( i.e. , the same is not 
discretionary or voluntary) to enter into any settlement, consent decree, consent order or other compromise, resolution or agreement. Landlord 
shall have the right to appear at and participate in, any and all judicial or other administrative proceedings concerning any such foregoing 
claims.  

(2) Cleanup Obligations . Tenant, at its sole cost and expense, covenants and warrants to promptly investigate, clean up, 
remove, restore and otherwise remediate (including, without limitation, preparation of any feasibility studies or reports and the performance of 
any and all closures) any spill, release, discharge, disposal, emission, migration or transportation, incident or other consequence of its 
Hazardous Materials Usage in violation of applicable Hazardous Materials Laws or Tenant’s obligations under this Lease and arising from the 
acts or omissions of Tenant or Tenant’s Agents, in accordance with all applicable Laws, including all Hazardous Materials Laws now or 
hereinafter enacted, the HMBP Plan and this Lease. Tenant shall provide a written certification to Landlord indicating that Tenant has complied 
with all applicable reporting requirements in connection with Tenant’s obligations under this Section 7.2.D(1) . Any such investigation, clean 
up, removal, restoration and other remediation shall only be performed after Tenant has notified Landlord with respect to its plans for such 
work and obtained Landlord’s prior written consent, which consent shall not be unreasonably withheld, conditioned or delayed so long as 
Tenant is in compliance with all applicable Hazardous Materials Laws. Notwithstanding the foregoing, Tenant shall be entitled to respond 
immediately to an emergency without first obtaining Landlord’s prior written consent.  

(3) Closure and Decommissioning . Tenant, at its sole cost and expense, shall conduct and perform, or cause to be conducted 
and performed, all closures and decommissioning activity as required by any Hazardous Materials Laws or any federal, state or local regulatory 
agencies or other governmental authorities having jurisdiction over the Premises and Tenant’s activities thereon, to the extent that such closures 
and decommissioning activity is required due to Hazardous Materials Usage by Tenant or Tenant’s Agents. All such work undertaken by 
Tenant, as required herein, shall be performed in such a manner so as to enable Landlord to continue to use the Premises and the other portions 
of the Project for commercial and industrial leasing.  
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E. Indemnity . Tenant shall indemnify, hold harmless, and, at Landlord’s option (with such attorneys as Landlord may reasonably 
approve in advance and in writing), defend Landlord and Landlord’s officers, directors, shareholders, partners, members, managers, employees, 
contractors, property managers, agents and mortgagees (“ Landlord Parties ”) and other lien holders, from and against any and all 
“Losses” (hereinafter defined) arising from or related to: (a) any violation or alleged violation by Tenant or any of Tenant’s Agents of any of 
the Laws, including, without limitation, the Hazardous Materials Laws; (b) any breach of the provisions of this Section 7.2 or any subsection 
thereof by Tenant or any of Tenant’s Agents; (c) any Hazardous Materials Usage on, about or from the Premises, the Project or Common Areas 
of any Hazardous Materials approved by Landlord under this Lease, or (d) Landlord’s exercise of the “Landlord Cure Right,” as that term is 
defined in subparagraph I. , below (except to the extent of any negligence or willful misconduct by Landlord or any Landlord Party in the 
exercise of such cure right). The term “ Losses ” shall mean all claims, demands, expenses, actions, judgments, damages, penalties, fines, 
liabilities, losses of every kind and nature (including, without limitation, property damage, diminution in value of Landlord’s interest in the 
Premises or the Project, damages for the loss or restriction on use of any space or amenity within the Building or the Project, damages arising 
from any adverse impact on marketing space in the Project, sums paid in settlement of claims and any costs and expenses associated with 
injury, illness or death to or of any person), suits, administrative proceedings, costs and fees, including, but not limited to, attorneys’ and 
consultants’ fees and expenses, and the costs of cleanup, remediation, removal and restoration. To the actual knowledge of Landlord, except as 
set forth in reports delivered to Tenant before Tenant’s execution of this Lease, Landlord has no written notices, reports, materials or other 
written information indicating the presence of Hazardous Materials on the Project or the soil, surface water or groundwater thereof in violation 
of Hazardous Materials Laws. Landlord agrees to indemnify, hold harmless and, at Tenant’s option (with such attorneys as Tenant may 
approve in advance and in writing) defend Tenant and Tenant’s officers, directors, shareholders, partners, members, managers and employees 
(“ Tenant Parties ”) from and against any liability, obligation, damage or costs, including without limitation, claims for personal injuries, 
property damage or regulatory liability arising out of Hazardous Materials Laws, and including reasonable attorneys’, consultants and expert’s 
fees and costs, resulting from any Hazardous Materials which were brought onto the Project or within the Building or the Premises by Landlord 
or a Landlord Party, except to the extent such liability, obligation, damage or costs was a result of the negligence or willful misconduct of 
Tenant or a Tenant Party, or was proportionately caused, exacerbated or permitted by Tenant or a Tenant Party.  

F. Hazardous Material . As used herein, the term “ Hazardous Materials ” means any hazardous, radioactive or toxic substance, 
material or waste which is or becomes regulated by any local governmental authority, the State of California or the United States Government 
or under any Hazardous Materials Laws. The term “Hazardous Material,” includes, without limitation, hazardous radioactive material, 
radioactive material, mixed waste, petroleum products, asbestos, PCB’s, and any material or substance which is (i) listed under Article 9 or 
defined as hazardous or extremely hazardous pursuant to Article 11 of Title 22 of the California Code of Regulations, Division 4, Chapter 20, 
(ii) defined as a “hazardous waste” pursuant to Section 1004 of the Federal Resource Conservation and Recovery Act, 42 U.S.C. 6901 et seq. 
(42 U.S.C. 6903), (iii) defined as a “hazardous substance” pursuant to Section 101 of the Comprehensive Environmental Response, 
Compensation and Liability Act, 42 U.S.C. 9601 et seq. (42 U.S.C. 9601) or (iv) regulated as a radioactive material under Title 17, Division 1, 
Chapter 5, Subchapter 4 of the California Code or Regulations and Title 10, Code of Federal Regulations, part 20. As used herein, the term “ 
Hazardous Materials Laws ” shall mean any statute, law, ordinance, or regulation of any governmental body or agency (including the U.S. 
Environmental Protection Agency, the California Regional Water Quality Control Board, the California Department of Public Health 
Radiologic Health Branch and the California Department of Toxic Substances Control) which regulates the use, storage, release or disposal of 
any Hazardous Material.  
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G. Removal . To the extent not otherwise authorized to do so under its permit-by-rule closure plan or other applicable requirements, 
Tenant shall promptly remove from the Premises, Building and Project , and in compliance with all applicable laws, all Hazardous Materials 
used by Tenant in its operations when they are no longer needed for such use. .  

H. Tenant’s Obligations upon Surrender . At the expiration or earlier termination of the Lease Term, Tenant, at Tenant’s sole cost 
and expense, shall: (i) cause all Hazardous Materials located on, in or about any portion of the Premises, Building or Project by Tenant or a 
Tenant Agent, to be removed from the Premises and managed or disposed of in accordance with all Hazardous Materials Laws and as 
necessary to allow the Premises to be used for any commercial purpose; and (ii) cause to be removed all containers installed or used by Tenant 
or Tenant’s Agents to store any Hazardous Materials on the Premises, and cause to be repaired any damage to the Premises caused by such 
removal. Within one hundred twenty (120) days prior to the expiration or earlier termination of this Lease, Landlord may, at Landlord’s sole 
cost and expense, cause an environmental assessment of the Premises by a competent and experienced environmental engineer or engineering 
firm reasonably selected by Landlord, which (i) evidences that the Premises are in a clean and safe condition and free and clear of any 
Hazardous Materials; and (ii) includes a review of the Premises by an environmental consultant for asbestos, mold, fungus, spores, and other 
moisture conditions, on-site chemical use, and lead-based paint. If such environmental assessment reveals that remediation or clean-up for 
which Tenant is responsible under this Lease is required under any Hazardous Materials Laws, then (A) Tenant shall promptly reimburse 
Landlord for the cost of such environmental assessment, and (B) Tenant shall submit a remediation plan prepared by a recognized 
environmental consultant and shall be responsible for all costs of remediation and clean-up, as provided in this Section 7.2 .  

I. Landlord Cure Right . If Tenant fails to comply with the terms of this Section 7.2 (subject to any applicable notice and cure 
periods expressly set forth herein), including, without limitation, if Tenant fails to commence and carry out closure or decommissioning or 
otherwise fails to promptly investigate, clean up, remove, restore, provide closure or otherwise so remediate the Premises as required by 
Hazardous Materials Laws, Landlord may, but without obligation to do so, take any and all steps necessary to rectify the same and Tenant shall 
promptly reimburse Landlord, upon demand, for all out-of-pocket costs and expenses incurred by Landlord in performing Tenant’s obligations 
with respect to the investigation, clean up, removal, restoration, closure and remediation work hereunder (the “ Landlord Cure Right ”).  

J. Pollution Legal Liability Environmental Insurance . Tenant shall obtain and maintain Pollution Legal Liability Environmental 
Insurance (i) from an insurance carrier with a rating of no less than A-X in Best’s Insurance Guide, and (ii) providing commercially reasonable 
coverage and deductibles (to the extent available) with respect to (i) known and unknown pre-existing conditions; (ii) unknown and later 
discovered conditions; (iii) on-site and off-site third-party claims for bodily injury or property damage; and (iv) legal defense expenses. The 
form of the Pollution Legal Liability Environmental Insurance policy shall be reasonably acceptable to Landlord, and the term of such policy 
shall be at least equal to the then-current Lease Term plus an additional six (6) months. Further, notwithstanding anything to the contrary set 
forth in this Lease, as a condition precedent to the effectiveness of Tenant’s exercise of its right to extend the Lease Term by the Extension 
Period pursuant to the terms of Exhibit D attached hereto or otherwise, Tenant shall have obtained the policy described in this Section 7.2J , in 
accordance with the terms of this Section 7.2J , including without limitation, that the term of such policy shall be at least equal to the length of 
the Extension Period plus an additional six (6) months. Landlord shall be named as an additional named insured on the Pollution Legal 
Liability  
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Environmental Insurance policy by endorsement, and an endorsement shall be issued to the Pollution Legal Liability Environmental Insurance 
policy that provides the policy cannot be amended, modified, terminated or cancelled by the insured without the prior written consent of 
Landlord. Any new Pollution Legal Liability Environmental Insurance policy that Tenant obtains shall provide coverage for pollution 
conditions and unknown claims arising prior to the date such policy was issued (e.g., pre-existing conditions shall be covered).  

K. Consolidation of Other Facilities . In the event that Tenant elects to consolidate one or more of its other existing facilities 
(including, without limitation, Tenant’s facilities currently located in Fremont, California) into Tenant’s operations at the Premises, prior to 
such consolidation and any construction or alteration of the improvements in the Premises in connection therewith, Tenant shall submit to 
Landlord a revised Environmental Questionnaire, HMBP Plan and Closure Plan, and any other reasonably necessary documents as requested 
by Landlord, describing Tenant’s use of Hazardous Materials as a result of such consolidation (the “ Consolidation Hazardous Materials 
Documents ”). Tenant’s use of the Hazardous Materials disclosed in the Consolidation Hazardous Materials Documents shall be subject to 
Landlord’s prior written consent, which consent shall not be unreasonably withheld or delayed; provided, however, that if the Hazardous 
Materials described in the Consolidation Hazardous Materials Documents are New Hazardous Materials Usage, then (i) Landlord shall have the 
right to impose additional terms and conditions on this Lease based upon such hazardous character, handling profile, use, storage and/or 
disposal of the Hazardous Materials described in the Consolidation Hazardous Materials Documents, to the extent such additional terms and 
conditions are consistent with the requirements of institutional landlords of Comparable Buildings when leasing space to tenants using 
Hazardous Materials materially similar in terms of hazardous character, handling profile, usage and quantity to the New Hazardous Materials 
Usage, and (ii) the installation of any exterior storage tanks or vessels in the Common Area or below grade with respect to such Hazardous 
Materials described in the Consolidation Hazardous Materials Documents shall be subject to Landlord’s prior written consent, in its sole and 
absolute discretion.  

L. Survival . The obligations of Landlord and Tenant under this Section 7.2 shall survive the expiration or earlier termination of the 
Lease Term. The rights and obligations of Landlord and Tenant with respect to issues relating to Hazardous Materials are exclusively 
established by this Section 7.2. In the event of any inconsistency between any other part of this Lease and this Section 7.2, the terms of this 
Section 7.2 shall control.  

7.3 Utilities : Tenant shall promptly pay, as the same become due, all charges for water, gas, electricity, telephone, sewer service, waste 
pick-up and any other utilities, materials or services furnished directly to or used by Tenant on or about the Premises during the Lease Term, 
including, without limitation, (i) meter, use and/or connection fees, hook-up fees, or standby fees (excluding any connection fees or hook-up 
fees which relate to making the existing electrical, gas, and water service available to the Premises as of the Commencement Date), and 
(ii) penalties for discontinued or interrupted services.  

7.4 Compliance with Governmental Regulations : Tenant shall comply with all rules, regulations and requirements promulgated by 
national, state or local governmental agencies or utility suppliers concerning the use of utility services, including any rationing, limitation or 
other control. Tenant shall not be entitled to terminate this Lease nor to any abatement in rent by reason of such compliance.  

7.5 Interruption of Use : Notwithstanding anything to the contrary set forth in this Lease, in the event that any utility service provided to 
the Premises is interrupted for a period in excess of five (5) consecutive days (an “ Abatement Event ”) due to the active or gross negligence 
or willful misconduct of Landlord or Landlord’s Agents, Tenant’s sole remedy with respect to such Abatement Event shall be an  
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abatement of Tenant’s obligation to pay Rent under this Lease in proportion to the extent that the Premises is untenantable and Tenant does not 
in fact use the Premises for the Permitted Use as a result of such interruption. In the event of any Abatement Event that is not due to the active 
or gross negligence or willful misconduct of Landlord or Landlord’s Agents, Tenant’s sole remedy shall be an abatement of Tenant’s obligation 
to pay Rent under this Lease in an amount not to exceed the total amount of any reimbursement actually received by Landlord from any rental 
loss insurance policy maintained by Landlord.  

ARTICLE 8  
OPERATING EXPENSES  

8.1 Tenant’s Payment Obligation : As Additional Rent, Tenant shall pay Tenant’s Share (specified in Section G of the Summary) of all 
Operating Expenses. Tenant shall pay such share of the actual Operating Expenses incurred or paid by Landlord but not theretofore billed to 
Tenant within thirty (30) days after receipt of a written bill therefor from Landlord, on such periodic basis as Landlord shall designate, but in no 
event more frequently than once a month. Alternatively, Landlord may from time to time require that Tenant pay Tenant’s Share of Operating 
Expenses in advance in estimated monthly installments, in accordance with the following: (i) Landlord shall deliver to Tenant Landlord’s 
reasonable estimate of the Operating Expenses it anticipates will be paid or incurred for the Landlord’s fiscal year in question; (ii) during such 
Landlord’s fiscal year Tenant shall pay such share of the estimated Operating Expenses in advance in monthly installments as required by 
Landlord due with the installments of Base Monthly Rent; and (iii) within one hundred eighty (180) days after the end of each Landlord’s fiscal 
year, Landlord shall furnish to Tenant a statement in reasonable detail of the actual Operating Expenses paid or incurred by Landlord during the 
just ended Landlord’s fiscal year (the “ Annual Reconciliation Statement ”) and thereupon there shall be an adjustment between Landlord and 
Tenant, with payment to Landlord or credit by Landlord against the next installment of Base Monthly Rent (or refund to Tenant with respect to 
the last year of the Lease Term), as the case may require, within thirty (30) days after delivery by Landlord to Tenant of said statement, so that 
Landlord shall receive the entire amount of Tenant’s Share of all Operating Expenses for such Landlord’s fiscal year and no more. The failure 
of Landlord to delivery such annual reconciliation statement within said 180-day period under clause (iii) above shall not constitute a waiver or 
otherwise release a party from its obligation to make a payment or credit when such reconciliation is actually done.  

Notwithstanding anything to the contrary in this Lease, if the Project consists of multiple buildings, certain Operating Expenses may 
pertain to a particular building(s) and other Operating Expenses to the Project as a whole. Landlord reserves the right in its reasonable 
discretion to equitably allocate any such costs applicable to any particular building within the Project to the building in question whose tenants 
shall be responsible for payment of their respective proportionate shares in the pertinent building and other such costs applicable to the Project 
to each building in the Project (including the Building) with the tenants in each such building being responsible for paying their respective 
proportionate shares in such building of such costs to the extent required under the applicable leases. Landlord shall use commercially 
reasonable efforts to allocate such costs to the buildings (including the Building) in a reasonable, non-discriminatory manner and such 
allocation shall be binding on Tenant.  
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8.2 Operating Expenses Defined : The term “ Operating Expenses ” shall mean the total amounts paid or payable, whether by Landlord 
or others on behalf of Landlord, in connection with the ownership, maintenance, repair, and operations of the Building, the Common Areas and 
the Project, including without limitation, the following:  

A. All costs and expenses paid or incurred by Landlord in doing the following (including payments to independent contractors 
providing services related to the performance of the following): (i) maintaining, cleaning, repairing and resurfacing the roof (including repair of 
leaks) and the exterior surfaces (including painting) of all buildings located on the Project; (ii) maintenance of any liability, fire, property 
damage, earthquake and other insurance covering the Project carried by Landlord pursuant to Section 9.2 (including the prepayment of 
premiums for coverage of up to one year, provided that Tenant shall not be responsible for any premiums relating to any time period for which 
Tenant is not obligated to pay its share of Operating Expenses hereunder); (iii) subject to Section 5.4 and Article 6 , above, maintaining, 
repairing, operating and replacing when necessary HVAC equipment, utility facilities and other building service equipment; (iv) providing 
utilities to the Common Area (including lighting, trash removal and water for landscaping irrigation); (v) complying with all applicable Laws 
and Private Restrictions; (vi) operating, maintaining, repairing, cleaning, painting, re-striping and resurfacing the Common Area; 
(vii) replacement or installation of lighting fixtures, directional or other signs and signals, irrigation systems, trees, shrubs, ground cover and 
other plant materials, and all landscaping in the Common Area; and (viii) providing security (provided, however, that Landlord shall not be 
obligated to provide security and if it does, Landlord may discontinue such service at any time and in any event Landlord shall not be 
responsible for any act or omission of any security personnel); and (ix) capital improvements as provided in Section 5.4 hereof;  

B. The following costs: (i) Real Property Taxes as defined in Section 8.3 ; (ii) the amount of any “deductible” paid by Landlord 
with respect to damage caused by any Insured Peril, provided that such deductible is in a commercially reasonable amount comparable to 
deductibles paid by landlords of comparable institutionally-owned buildings of similar size, age, location, quality of appearance and services to 
the Building, and located in the Santa Clara, California area (“ Comparable Buildings ”); (iii) the amount of any deductibles paid by Landlord 
with respect to damage caused by earthquake, flood or terrorist act, subject to Section 5.4(iv) , above, and provided that Tenant’s Share of such 
deductibles shall not exceed a cumulative amount equal to $1.50 per rentable square foot of the Premises per year, and provided further than no 
part of any such cumulative deductible amounts incurred by Landlord in excess of the forgoing cap in any fiscal year during the Lease Term 
may be amortized or otherwise passed through to Tenant as part of Operating Expenses in any future fiscal year during the Lease Term; and 
(iv) that portion of all compensation (including benefits and premiums for workers’ compensation and other insurance) paid to or on behalf of 
employees of Landlord but only to the extent they are involved in the performance of the work described by Section 8.2A that is fairly 
allocable to the Project;  

C. Fees for property management services rendered by either Landlord or a third party manager engaged by Landlord (which may 
be a party affiliated with Landlord), not to exceed the monthly rate of three percent (3%) of the gross revenues from the Project, plus charges 
for office rent for property management, supplies, equipment, salaries, wages, bonuses and other compensation (including fringe benefits, 
vacation, holidays and other paid absence benefits) relating to employees of Landlord or its property manager or agents engaged in the 
management, operation, repair, or maintenance of the Building and/or Common Areas of the Project;  

D. All additional costs and expenses incurred by Landlord with respect to the operation, protection, maintenance, repair and 
replacement of the Project which would be considered a current expense pursuant to commercially reasonable real estate management and 
accounting principles consistent with the practices of landlords of comparable properties located in Santa Clara, California.  

E. Notwithstanding the foregoing, for purposes of this Lease, Operating Expenses shall not, however, include:  

(1) payments on any loans or ground leases affecting the Project;  
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(2) depreciation of any building or any major systems of building service equipment within the Project;  

(3) any cost incurred in complying with Hazardous Materials Laws, which subject is governed exclusively by Section 7.2 , it 
being understood that in no event will any costs related to the presence of any Hazardous Materials on, under or about the Project be included 
in Operating Expenses;  

(4) costs, including legal fees, space planners’ fees, and brokerage or finder’s fees incurred in connection with the original 
construction or development, or original or future leasing of the Project, and costs, including permit, license and inspection costs, incurred with 
respect to the installation of tenant improvements made for other tenants or occupants of the Project or incurred in renovating or otherwise 
improving, decorating, painting or redecorating vacant space for tenants or other occupants of the Project (excluding, however, such costs 
relating to any common areas of the Building or Project or parking facilities);  

(5) any bad debt loss, rent loss, or reserves for bad debts or rent loss;  

(6) costs associated with the operation of the business of the limited liability company, partnership or entity which 
constitutes Landlord, as the same are distinguished from the costs of operation of the Building or Project (which shall specifically include, but 
not be limited to, accounting costs associated with the operation of the Building or Project). Costs associated with the operation of the business 
of the limited liability company, partnership or entity which constitutes Landlord include costs of partnership accounting and legal matters, 
costs of defending any lawsuits with any mortgagee (except as the actions of the Tenant may be in issue), costs of selling, syndicating, 
financing, mortgaging or hypothecating any of the Landlord’s interest in the Project, and costs incurred in connection with any disputes 
between Landlord and its employees, between Landlord and Project management, or between Landlord and other tenants or occupants;  

(7) except for a management fee provided in Section 8.2.C above, overhead and profit increment paid to the Landlord or to 
subsidiaries or affiliates of the Landlord for services in the Project to the extent the same exceeds the costs of such services rendered by 
qualified, unaffiliated third parties on a competitive basis;  

(8) costs arising from the active or gross negligence or willful misconduct of Landlord or its agents, employees, vendors, 
contractors, or providers of materials or services;  

(9) costs, including fines or penalties, incurred due to a violation of any Law by Landlord or any of Landlord’s Agents, but 
not including (i) on-going recurring compliance costs (by way of example only, costs to comply with a Law requiring periodic elevator 
maintenance, or related to fire-extinguisher inspections, which shall be included in Operating Expenses), or (ii) costs resulting from a violation 
of any Law by Tenant or any of Tenant’s agents or Tenant’s failure to timely pay Tenant’s Share of Operating Expenses to Landlord, in which 
event Tenant shall be solely responsible for such costs;  

(10) costs for repairs or other work incurred by reason of fire or other casualty, or by the exercise of the right of eminent 
domain, to the extent Landlord is reimbursed through insurance proceeds or condemnation awards, or would have been so reimbursed if 
Landlord had in force all insurance required to be carried by Landlord under this Lease;  
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(11) costs for repairs to correct defects in the original construction of the Project, or repairs that are covered by warranties to 
the extent actually covered by such warranties;  

(12) legal fees and costs, settlements, judgments or awards paid or incurred because of disputes between Landlord and 
Tenant, Landlord and other tenants or prospective occupants or prospective tenants/occupants or providers of goods and services to the Project; 

(13) costs for capital improvements to the Project (including, without limitation, capital expenditures related solely to 
another building of the Project and not to the Building or to the Project as a whole), except as set forth in Section 5.4 , above;  

(14) advertising and promotional expenses;  

(15) costs for which Landlord receives separate reimbursement directly from any other tenant (other than as a reimbursement 
of operating expenses) or occupant of the Project;  

(16) wages and/or benefits attributable to personnel above the level of Project manager or Project engineer;  

(17) rentals and other related expenses incurred in leasing Building equipment which if purchased the cost of which would 
be excluded from Operating Expenses as a capital cost, except equipment not affixed to the Project which is used in providing janitorial or 
similar services and, further excepting from this exclusion such equipment rented or leased to remedy or ameliorate an emergency condition in 
the Building or Common Area servicing the Building;  

(18) costs arising from Landlord’s charitable or political contributions;  

(19) costs of acquiring sculptures, paintings or other object of art;  

(20) fines, penalties or interest payable by Landlord (unless such fines, penalties and interest result from Tenant’s failure to 
timely pay its Share of Operating Expenses to Landlord, in which event Tenant shall be solely responsible for such costs);  

(21) costs first accruing after the expiration or earlier termination of this Lease; and  

(22) the amount of any insurance deductible relating to damage caused by an event of casualty that is the triggering event for 
the termination of this Lease pursuant to Article 11 , below.  

F. Intentionally Omitted .  

8.3 Real Property Taxes Defined : The term “ Real Property Taxes ” shall mean all taxes, assessments, levies, and other charges of any 
kind or nature whatsoever, general and special, foreseen and unforeseen (including all installments of principal and interest required to pay any 
existing or future general or special assessments for public improvements, services or benefits, and any increases resulting from reassessments 
resulting from a change in ownership, new construction, or any other cause), now or hereafter imposed by any governmental or quasi-
governmental authority or special district having the direct or indirect power to tax or levy assessments, which are levied or assessed against, or 
with respect to the value, occupancy or use of all or any portion of the Project (as now constructed or as may at any time hereafter be 
constructed, altered, or otherwise changed) or Landlord’s interest therein, the fixtures,  
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equipment and other property of Landlord, real or personal, that are an integral part of and located on the Project, the gross receipts, income, or 
rentals from the Project, or the use of parking areas, public utilities, or energy within the Project, or Landlord’s business of leasing the Project. 
The parties acknowledged that Proposition 13 was adopted by the voters of the State of California in the June 1978 election (“ Proposition 13 
”) and that assessments, taxes, fees, levies and charges may be imposed by governmental agencies for such services as fire protection, street, 
sidewalk and road maintenance, refuse removal and for other governmental services formerly provided without charge to property owners or 
occupants, and, in further recognition of the decrease in the level and quality of governmental services and amenities as a result of Proposition 
13, Real Property Taxes shall also include any governmental or private assessments or the Project’s contribution towards a governmental or 
private cost-sharing agreement for the purpose of augmenting or improving the quality of services and amenities normally provided by 
governmental agencies. If at any time during the Lease Term the method of taxation or assessment of the Project prevailing as of the Effective 
Date shall be altered so that in lieu of or in addition to any Real Property Tax described above there shall be levied, assessed or imposed 
(whether by reason of a change in the method of taxation or assessment, creation of a new tax or charge, or any other cause) an alternate or 
additional tax or charge (i) on the value, use or occupancy of the Project or Landlord’s interest therein, or (ii) on or measured by the gross 
receipts, income or rentals from the Project, on Landlord’s business of leasing the Project, or computed in any manner with respect to the 
operation of the Project, then any such tax or charge, however designated, shall be included within the meaning of the term Real Property 
Taxes for purposes of this Lease. If any Real Property Tax is based upon property or rents unrelated to the Project, then only that part of such 
Real Property Tax that is fairly allocable to the Project shall be included within the meaning of the term Real Property Taxes. Notwithstanding 
anything to the contrary set forth herein, in the event that any assessment or Real Property Taxes may be payable in installments over a period 
in excess of one (1) year, Tenant’s share of Real Property Taxes shall be determined as if Landlord had elected to pay the charge in the 
permitted maximum number of installments (including any costs and fees in connection therewith), and Tenant shall be responsible only for 
those installments or parts of installments which would be attributable to the Lease Term. Any costs and expenses (including, without 
limitation, reasonable attorneys’ and consultants’ fees) reasonably incurred in attempting to protest, reduce or minimize Tax Expenses (a “ Tax 
Appeal ”) shall be included in Real Property Taxes in the year such expenses are incurred. Tax refunds shall be credited against Real Property 
Taxes and refunded to Tenant regardless of when received, based on the year to which the refund is applicable, provided that in no event shall 
the amount to be refunded to Tenant for any such year exceed the total amount paid by Tenant as Additional Rent under this Article 8 for such 
year. If Real Property Taxes for any period during the Lease Term or any extension thereof are increased after payment thereof for any reason, 
including, without limitation, error or reassessment by applicable governmental or municipal authorities, Tenant shall pay Landlord upon 
demand Tenant’s Share of any such increased Real Property Taxes included by Landlord as Operating Expenses pursuant to the terms of this 
Lease. Notwithstanding the foregoing, the term Real Property Taxes shall not include (a) estate, inheritance, succession, transfer, gift or 
franchise taxes of Landlord, (b) any federal or state net income tax imposed on Landlord’s income from all sources; (c) any real estate taxes 
related to any period of time prior to the Commencement Date; (d) any liens or levies to the extent related to Hazardous Materials on the 
Project that were not caused or introduced onto the Project by Tenant or any of Tenant’s Agents; or (e) any interest, fines or penalties payable 
due to the failure of Landlord to pay Real Property Taxes in a timely manner (unless such interest, fines and penalties are caused by Tenant’s 
failure to pay its share of Real Property Taxes as they become due, in which event Tenant shall be solely responsible for such costs). 
Notwithstanding the foregoing, while Landlord shall not be obligated to file any application or institute any proceeding seeking a reduction in 
Real Property Taxes, in the event that Landlord elects to file a Proposition 8 application seeking a temporary reduction in Real Property Taxes 
with respect to any building in the Project, Landlord shall include the Building in such application (or shall make a separate such application 
relating thereto). If Landlord does not initiate within sixty (60) days after written request by Tenant and thereafter diligently pursue a Tax 
Appeal, Tenant shall have the right to do so and if Tenant’s Tax Appeal  
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results in a refund or reduction of such Real Property Taxes, then within thirty (30) days after Landlord’s receipt of the refund, Landlord shall 
refund to Tenant all costs and expenses incurred by Tenant (to the extent the refund exceeds such costs and expenses) and Tenant’s Share of the 
remaining amount of such abatement or refund shall be applied by Landlord as a credit against Rent next becoming due.  

The parcel containing the Building may be a separate tax parcel that may also contain other buildings on such parcel. In such event 
and if the Building and the buildings and improvements are currently included in the same tax bill and contain different size and types of 
improvements, Landlord shall have the right to equitably allocate the Taxes to each such building in accordance with Landlord’s reasonable 
accounting and management principles.  

8.4 Landlord’s Books and Records : Following Tenant’s receipt of the Annual Reconciliation Statement, Tenant shall have the right, upon 
prior written notice to Landlord (“ Audit Notice ”), to commence and complete an audit of Landlord’s books and records concerning the 
Operating Expenses for the Landlord’s fiscal year that is the subject of such statement (the “ Records ”), within ninety (90) days following the 
delivery of such statement (the “ Review Period ”). Following delivery of an Audit Notice, and provided that no Event of Tenant’s Default is 
not then occurring, Tenant shall have the right, at Tenant’s sole cost, during Landlord’s regular business hours and on reasonable prior notice to 
Landlord, to audit the Records at Landlord’s principal business office (or at any other location in northern California designated by Landlord). 
Such audit shall occur within sixty (60) days following the delivery of the Audit Notice. Tenant’s audit of the Records pursuant to this 
Section 8.5 shall be conducted only by a reputable independent nationally or regionally recognized certified public accounting firm, subject to 
Landlord’s reasonable approval, which accounting firm: (i) shall have previous experience in auditing financial operating records of landlords 
of institutionally-owned buildings; (ii) shall not already be providing accounting and/or lease administration services to Tenant and shall not 
have provided accounting and/or lease administration services to Tenant in the past three (3) years; (iii) shall not be retained by Tenant on a 
contingency fee basis (i.e. Tenant must be billed based on the actual time and materials that are incurred by the accounting firm in the 
performance of the audit), and a copy of the executed audit agreement between Tenant and auditor shall be provided to Landlord prior to the 
commencement of the audit; and (iv) at Landlord’s option, both Tenant and auditor shall be required to execute a commercially reasonable 
confidentially agreement prepared by Landlord. Any audit report prepared by Tenant’s auditors shall be delivered concurrently to Landlord and 
Tenant within the Review Period. If, after such audit of the Records, Tenant disputes the amount of Operating Expense for the year under audit, 
Landlord and Tenant shall meet and attempt in good faith to resolve the dispute. If the parties are unable to resolve the dispute within sixty 
(60) days after completion of Tenant’s audit, then, at Tenant’s request, an independent certified public accounting firm selected by Landlord, 
and reasonably approved by Tenant, shall, at Tenant’s cost, conduct an audit of the relevant Operating Expenses (the “ Neutral Audit ”). 
Tenant shall pay all costs and expenses of the Neutral Audit unless the final determination in such Neutral Audit is that Landlord overstated 
Operating Expenses in the Annual Reconciliation Statement for the year being audited by more than three percent (3%), in which case 
Landlord shall pay the actual and reasonable costs and expenses of the Neutral Audit, in an amount not to exceed Ten Thousand and 00/100 
Dollars ($10,000.00). In any event, Landlord will promptly reimburse Tenant or provide a credit for any overstatement of Operating Expenses, 
and Tenant shall promptly pay to Landlord any understatement of Operating Expenses. To the extent Landlord and Tenant fail to otherwise 
reach mutual agreement regarding Operating Expenses, the foregoing audit and Neutral Audit procedures shall be the sole methods to be used 
by Tenant to dispute the amount of any Operating Expenses payable by Tenant pursuant to the terms of this Lease.  
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ARTICLE 9  
INSURANCE  

9.1 Tenant’s Insurance : Tenant shall maintain insurance complying with all of the following:  

A. Types . Tenant shall procure, pay for and keep in full force and effect the following:  

(1) Commercial general liability insurance, including property damage, against liability for personal injury, bodily injury, 
death and damage to property occurring in or about, or resulting from an occurrence in or about, the Premises with combined single limit 
coverage of not less than the amount of Tenant’s Liability Insurance Minimum specified in Section P of the Summary, which insurance shall 
contain a “contractual liability” endorsement insuring Tenant’s performance of Tenant’s obligation to indemnify Landlord contained in 
Section 10.3 ;  

(2) Fire and property damage insurance in so-called “all risk” form insuring Tenant’s Trade Fixtures, and Tenant’s 
Alterations for the full actual replacement cost thereof; and  

(3) Insurance for: (a) Business Auto Liability covering owned, non-owned and hired vehicles with a limit of not less than 
$1,000,000 per accident; (b) Employers Liability with limits of $1,000,000 each accident, $1,000,000 disease policy limit, $1,000,000 
disease—each employee; (c) Business Interruption Insurance for one hundred percent (100%) of the twelve (12) months actual loss sustained, 
and (d) Excess Liability in the amount of $5,000,000. In addition, whenever Tenant shall undertake any alterations, additions or improvements 
in, to or about the Leased Premises (“ Work ”) the aforesaid insurance protection must extend to and include injuries to persons and damage to 
property arising in connection with such Work, and such other insurance as Landlord shall reasonably require consistent with requirements of 
landlords of comparable properties located in Santa Clara, California; and the policies of or certificates evidencing such insurance must be 
delivered to Landlord prior to the commencement of any such Work.  

B. Requirements . Where applicable and required by Landlord, each policy of insurance required to be carried by Tenant pursuant 
to this Section 9.1 : (i) shall name Landlord and such other parties in interest as Landlord reasonably designates as additional insured; (ii) shall 
be primary insurance which provides that the insurer shall be liable for the full amount of the loss up to and including the total amount of 
liability set forth in the declarations without the right of contribution from any other insurance coverage of Landlord; (iii) shall be in a form 
reasonably satisfactory to Landlord; (iv) shall be carried with companies licensed to do business in California and with a rating of no less than 
A-VIII; (v) shall provide that such policy shall not be subject to cancellation, lapse or a reduction in coverage except after at least thirty 
(30) days prior written notice to Landlord so long as such provision of thirty (30) days’ notice is reasonably obtainable at a commercially 
reasonable cost, but in any event Tenant shall provide Landlord not less than ten (10) days prior written notice; (vi) shall not have a 
“deductible” in excess of such amount as is reasonably approved by Landlord; (vii) shall contain a cross liability endorsement; and (viii) shall 
contain a “severability” clause. If Tenant has in full force and effect a blanket policy of liability insurance with the same coverage for the 
Premises as described above, as well as other coverage of other premises and properties of Tenant, or in which Tenant has some interest, such 
blanket insurance shall satisfy the requirements of this Section 9.1 .  

C. Evidence . A certificate of the insurer, certifying that each policy required to be carried by Tenant pursuant to this Section 9.1 
has been issued, provides the coverage required by this Section 9.1 , and contains the provisions specified herein, shall be delivered to Landlord 
prior to the time Tenant or any of its Agents enters the Premises and upon renewal of such policies, but not less than five (5) days  
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prior to the expiration of the term of such coverage. If any Lender or insurance advisor reasonably determines that the amount of coverage 
required for any policy of insurance Tenant is to obtain pursuant to this Section 9.1 is not adequate, then Tenant shall increase such coverage 
for such insurance to such amount as such Lender or insurance advisor reasonably deems adequate, not to exceed the level of coverage for such 
insurance commonly carried by comparable businesses similarly situated; provided that Tenant shall not be obligated to increase its insurance 
coverage pursuant to the foregoing more than once during any three (3)-year period during the Lease Term.  

9.2 Landlord’s Insurance : Landlord shall have the following obligations and options regarding insurance:  

A. Property Damage . Landlord shall maintain a policy or policies of fire and property damage insurance in so-called “all risk” form 
insuring Landlord (and such others as Landlord may designate) against loss of rents for a period of not less than twelve (12) months and from 
physical damage to the Project with coverage of not less than the full replacement cost thereof. Landlord may so insure the Project separately, 
or may insure the Project with other property owned by Landlord which Landlord elects to insure together under the same policy or policies. 
Landlord shall have the right, but not the obligation, in its sole and absolute discretion, to obtain insurance for such additional perils as 
Landlord deems appropriate, including, without limitation, coverage for damage by earthquake and/or flood. All such coverage shall contain 
commercially reasonable “deductibles” consistent with those maintained by landlords of comparable properties located in Santa Clara, 
California. Landlord shall not be required to cause such insurance to cover any Trade Fixtures or Tenant’s Alterations of Tenant.  

B. Other . Landlord shall maintain a policy or policies of commercial general liability insurance insuring Landlord (and such others 
as are designated by Landlord) against liability for personal injury, bodily injury, death and damage to property occurring or resulting from an 
occurrence in, on or about the Project, with combined single limit coverage in such amount as Landlord from time to time determines is 
reasonably necessary for its protection.  

C. Tenant’s Obligation to Reimburse : If Landlord’s insurance rates with respect to the Building or Outside Area are increased at 
any time during the Lease Term as a result of the nature of Tenant’s particular use of the Premises, Tenant shall reimburse Landlord for the full 
amount of such increase immediately upon receipt of a bill from Landlord therefor.  

9.3 Release and Waiver of Subrogation : Notwithstanding anything to the contrary contained herein, the parties hereto release each other, 
and their respective agents and employees, and approved subtenants of the Premises (provided such subtenants provide a reciprocal release and 
waiver of subrogation) from any liability for injury or damage to property that is caused by or results from any risk insured against (or required 
to be insured against) under any valid and collectible property insurance policy carried (or required to be carried) by either of the parties, or 
which would normally be covered by so-called “all risk” or “special form” property insurance, without regard to the negligence or willful 
misconduct of the entity or party so released or any other cause. Each party shall cause each property insurance policy obtained by it to provide 
that the insurer waives all right of recovery by way of subrogation against the other party and its agents and employees in connection with any 
injury or damage covered by such policy.  
   

-35-  



ARTICLE 10  
LIMITATION ON LANDLORD ’S LIABILITY AND INDEMNITY  

10.1 Limitation on Landlord’s Liability : Landlord shall not be liable to Tenant, nor shall Tenant be entitled to terminate this Lease or to 
any abatement of rent (except as expressly provided otherwise herein), for any injury to Tenant or Tenant’s Agents, damage to the property of 
Tenant or Tenant’s Agents, or loss to Tenant’s business resulting from any cause, including without limitation any: (i) failure, interruption or 
installation of any HVAC or other utility system or service; (ii) failure to furnish or delay in furnishing any utilities or services when such 
failure or delay is caused by fire or other peril, the elements, labor disturbances of any character, or any other accidents or other conditions 
beyond the reasonable control of Landlord; (iii) limitation, curtailment, rationing or restriction on the use of water or electricity, gas or any 
other form of energy or any services or utility serving the Project; (iv) vandalism or forcible entry by unauthorized persons or the criminal act 
of any person; or (v) penetration of water into or onto any portion of the Premises or the Building through roof leaks or otherwise. 
Notwithstanding the foregoing but subject to Section 9.3 , Landlord shall be liable for any such injury, damage or loss which is proximately 
caused by the willful misconduct or gross negligence of Landlord or Landlord’s Agents.  

10.2 Limitation on Tenant’s Recourse : If Landlord or Tenant is a corporation, limited liability company, trust, partnership, joint venture, 
unincorporated association or other form of business entity: (i) the obligations of such party shall not constitute personal obligations of the 
officers, directors, trustees, partners, joint venturers, members, owners, stockholders, or other principals or representatives of such business 
entity; and (ii) neither Landlord nor Tenant shall have recourse to the assets of the other party’s officers, directors, trustees, partners, joint 
venturers, members, owners, stockholders, principals or representatives except to the extent of their interest in the Project. Tenant shall have 
recourse only to the interest of Landlord in the Project, including any interest in the rents of the Project and any sale, condemnation or 
insurance proceeds payable to Landlord (collectively, “ Owner Proceeds ”), for the satisfaction of the obligations of Landlord and shall not 
have recourse to any other assets of Landlord for the satisfaction of such obligations; provided, however, that Tenant shall not be entitled to 
recover any Owner Proceeds from Landlord or any third party after such Owner Proceeds have been distributed or paid to such third party.  

10.3 Indemnification of Landlord : Tenant shall hold harmless, indemnify and defend Landlord, and its employees, agents and 
contractors, with competent counsel reasonably satisfactory to Landlord (and Landlord agrees to accept counsel that any insurer requires be 
used), from all liability, penalties, losses, damages, costs, expenses, causes of action, claims and/or judgments arising by reason of any death, 
bodily injury, personal injury or property damage to the extent resulting from (i) any cause or causes whatsoever occurring in or on the 
Premises during the Lease Term, except to the extent of (A) the willful misconduct, active negligence or gross negligence of Landlord or 
Landlord’s Agents, (B) resulting from the violation of any Laws by Landlord or Landlord’s Agents, or (C) resulting from the underground 
migration of Hazardous Materials not brought onto the Project by Tenant or a Tenant Party, (ii) the negligence or willful misconduct of Tenant 
or its agents, employees and contractors, or (iii) an Event of Tenant’s Default. The provisions of this Section 10.3 shall survive the expiration 
or sooner termination of this Lease.  

10.4 Indemnification of Tenant . Landlord shall hold harmless, indemnify and defend Tenant, and its employees, agents and contractors, 
with competent counsel reasonably satisfactory to Tenant (and Tenant agrees to accept counsel that any insurer requires be used), from all 
liability, penalties, losses, damages, costs, expenses, causes of action, claims and/or judgments arising by reason of any death, bodily injury, 
personal injury or property damage to the extent resulting from the violation of any Laws or the negligence (to the extent not covered by the 
insurance carried or required to be carried by Landlord pursuant to this Lease), the gross negligence or willful misconduct of Landlord or 
Landlord’s Agents. The provisions of this Section 10.4 shall survive the expiration or sooner termination of this Lease.  
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10.5 In General . Tenant’s agreement to indemnify Landlord pursuant to Section 10.3 , above, and Landlord’s agreement to indemnify 
Tenant pursuant to Section 10.4 , above, are not intended to and shall not relieve any insurance carrier of its obligations under policies required 
to be carried pursuant to the provisions of this Lease, to the extent such policies cover, or if carried, would have covered the matters, subject to 
the parties’ respective indemnification obligations; nor shall they supersede the terms of Section 9.3 of this Lease.  

ARTICLE 11  
DAMAGE TO PREMISES  

11.1 Landlord’s Duty to Restore : If the Premises are damaged by any peril after the Effective Date, Landlord shall restore the Premises 
unless the Lease is terminated by Landlord pursuant to Section 11.2 or by Tenant pursuant to Section 11.3 . All insurance proceeds available 
from the fire and property damage insurance carried by Landlord pursuant to Section 9.2 shall be paid to and become the property of Landlord. 
If this Lease is terminated pursuant to either Section 11.2 or Section 11.3 , then all insurance proceeds available from insurance carried by 
Tenant which covers loss to property that is Landlord’s property or would become Landlord’s property on termination of this Lease shall be 
paid to and become the property of Landlord. If this Lease is not so terminated, then upon receipt of the insurance proceeds (if the loss is 
covered by insurance) and the issuance of all necessary governmental permits, Landlord shall commence and diligently prosecute to 
completion the restoration of the Premises, to the extent then allowed by Law, to substantially the same condition in which the Premises were 
immediately prior to such damage. Landlord’s obligation to restore shall be limited to the Premises and interior improvements, excluding any 
Tenant’s Alterations, Trade Fixtures and/or personal property constructed or installed by Tenant in the Premises. Tenant shall forthwith replace 
or fully repair all the Tenant’s Alterations installed by Tenant and existing at the time of such damage or destruction, subject to any changes or 
additions to such Tenant’s Alterations that are (i) requested by Tenant and approved by Landlord, which approval shall not be unreasonably 
withheld, conditioned or delayed, or (ii) required by applicable Law.  

11.2 Landlord’s Right to Terminate : Landlord shall have the right to terminate this Lease in the event any of the following occurs, which 
right may be exercised only by delivery to Tenant of a written notice of election to terminate within thirty (30) days after the date of such 
damage:  

A. Damage From Insured Peril . The Building is damaged by an Insured Peril to such an extent that the estimated cost to restore 
exceeds fifty percent (50%) of the then actual replacement cost thereof, and the estimated time for repair and restoration of the Building 
exceeds one (1) year, but only to the extent that Landlord terminates the leases of all similarly situated and affected tenants of the Project;  

B. Damage From Uninsured Peril . The Building is damaged by an Uninsured Peril to such an extent that the estimated cost to 
restore exceeds five percent (5%) of the then actual replacement cost thereof; provided, however, that Landlord may not terminate this Lease 
pursuant to this Section 11.2.B if Tenant agrees in writing to pay the amount by which the cost to restore the damage to the Building exceeds 
such amount and subsequently deposits such excess amount with Landlord within thirty (30) days after Landlord has notified Tenant of its 
election to terminate this Lease;  

C. Damage Near End of Term . The Premises are damaged by any peril within twelve (12) months of the last day of the Lease Term 
to such an extent that the estimated cost to restore equals or exceeds an amount equal to six (6) times the Base Monthly Rent then due; 
provided, however, that Landlord may not terminate this Lease pursuant to this Section 11.2.C if Tenant, at the time of such damage, has a then 
valid express written option to extend the Lease Term and Tenant exercises such option to extend within fifteen (15) days following the date of 
such damage; or  
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D. Restrictions on Restoration . The Building is damaged by any peril and, because of the Laws then in force, (i) cannot be restored 
to substantially the same condition in which it was prior to such damage, or (ii) cannot be used for the Permitted Use if restored as required by 
this Article.  

E. Defined Terms . As used herein, the following terms shall have the following meanings: (i) the term “ Insured Peril ” shall mean 
a peril actually insured against (or required to be insured against under this Lease) for which the insurance proceeds actually received by 
Landlord are sufficient (or would have been sufficient had Landlord maintained the required insurance) (except for any “deductible” amount 
specified by such insurance) to restore the Building under then existing building codes to substantially the condition existing immediately prior 
to the damage; and (ii) the term “ Uninsured Peril ” shall mean any peril which is not an Insured Peril. Notwithstanding the foregoing, if the 
“deductible” for earthquake, flood or terrorism insurance exceeds five percent (5%) of the replacement cost of the improvements insured, such 
peril shall be deemed an “Uninsured Peril”.  

F. Effect of Termination . In the event that Landlord terminates this Lease pursuant to this Section 11.2 , Tenant shall have no 
obligation to pay or contribute to any portion of any deductible under any applicable insurance policy carried or required to be carried by 
Landlord pursuant to this Lease.  

11.3 Tenant’s Right to Terminate : If the Premises are damaged by any peril and Landlord does not elect to terminate this Lease or is not 
entitled to terminate this Lease pursuant to Section 11.2 , then as soon as reasonably practicable, Landlord shall furnish Tenant with the written 
opinion of Landlord’s licensed architect or construction consultant as to when the restoration work required of Landlord may be completed. 
Tenant shall have the right to terminate this Lease in the event any of the following occurs, which right may be exercised only by delivery to 
Landlord of a written notice of election to terminate within fifteen (15) days after Tenant receives from Landlord the estimate of the time 
needed to complete such restoration.  

A. Major Damage . The Premises are damaged by any peril and, in the reasonable opinion of Landlord’s architect or construction 
consultant, the restoration of the Premises cannot be substantially completed within one (1) year after the date of such damage; or  

B. Damage Near End of Term . The Premises are damaged by any peril within twelve (12) months of the last day of the Lease Term 
and, in the reasonable opinion of Landlord’s licensed architect or construction consultant, the restoration of the Premises cannot be 
substantially completed within ninety (90) days after the date of such damage and such damage materially and adversely impairs Tenant’s 
ability to operate from the Premises for the Permitted Use.  

C. Failure to Complete Restoration . The Premises are damaged by any peril, the restoration is not substantially completed within 
one (1) year following the date on which Landlord obtains the necessary building permits for such restoration (but in no event more than fifteen 
(15) months from the date of such damage), and Landlord fails to substantially complete such restoration within thirty (30) days following 
Landlord’s receipt of a written notice from Tenant of its election to terminate this Lease pursuant to this Section 11.3.C .  

11.4 Abatement of Rent : In the event of damage to the Premises which does not result in the termination of this Lease, then from and 
after the date of such damage the Base Monthly Rent and the Additional Rent shall be temporarily abated during the period of restoration in 
proportion to the degree to which Tenant’s use of the Premises is impaired by such damage. In the event of damage to the Premises which 
results in the termination of this Lease, then Tenant shall not be obligated to pay the Base Monthly Rent and the Additional Rent otherwise due 
and payable by Tenant under this Lease from and after the date of such damage until the date on which this Lease is terminated. Tenant shall 
not be entitled to any  
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compensation or damages from Landlord for loss of Tenant’s business or property or for any inconvenience or annoyance caused by such 
damage or restoration. Tenant hereby waives the provisions of California Civil Code Sections 1932(2) and 1933(4) and the provisions of any 
similar law hereinafter enacted.  

ARTICLE 12  
CONDEMNATION  

12.1 Landlord’s Termination Right : Landlord shall have the right to terminate this Lease if, as a result of a taking by means of the 
exercise of the power of eminent domain (including a voluntary sale or transfer by Landlord to a condemnor under threat of condemnation), 
(i) ten percent (10%) or more of the Premises is so taken, (ii) more than ten percent (10%) of the Building Leasable Area is so taken, or 
(iii) more than fifty percent (50%) of the Common Area is so taken. Any such right to terminate by Landlord must be exercised within a 
reasonable period of time, to be effective as of the date possession is taken by the condemnor.  

12.2 Tenant’s Termination Right : Tenant shall have the right to terminate this Lease if, as a result of any taking by means of the exercise 
of the power of eminent domain (including any voluntary sale or transfer by Landlord to any condemnor under threat of condemnation), (i) ten 
percent (10%) or more of the Premises is so taken, or a material portion of the manufacturing area of the Premises is taken such that, in 
Tenant’s commercially reasonable business judgment, Tenant can no longer conduct its business from the Premises for the Permitted Use, and 
the part of the Premises that remains cannot be restored within a reasonable period of time and thereby made reasonably suitable for the 
continued operation of the Tenant’s business, or (ii) there is a taking affecting the Common Area and, as a result of such taking, Landlord 
cannot provide parking within reasonable walking distance of the Premises equal in number to at least eighty percent (80%) of the number of 
passes allocated to Tenant pursuant to this Lease, whether by rearrangement of the remaining parking areas in the Common Area (including 
construction of multi-deck parking structures or re-striping for compact cars where permitted by Law) or by alternative parking facilities on 
other land. Tenant must exercise such right within a reasonable period of time, to be effective on the date that possession of that portion of the 
Premises or Common Area that is condemned is taken by the condemnor.  

12.3 Restoration and Abatement of Rent : If any part of the Premises or the Common Area is taken by condemnation (other than a 
temporary taking) and this Lease is not terminated, then Landlord shall restore the remaining portion of the Premises and Common Area and 
interior improvements constructed by Landlord as they existed as of the Commencement Date, excluding any Tenant’s Alterations, Trade 
Fixtures and/or personal property constructed or installed by Tenant, and the Base Monthly Rent and Additional Rent payable by Tenant 
hereunder shall be abated during such period of restoration in proportion to the degree to which Tenant’s use of the Premises or affected 
portion thereof is materially impaired such that, in Tenant’s commercially reasonable business judgment, Tenant can no longer conduct its 
business from the Premises for the Permitted Use. Thereafter, following the period of any such restoration, the Base Monthly Rent and the 
Additional Rent shall be reduced in the same proportion that the floor area of that part of the Premises so taken (less any addition thereto by 
reason of any reconstruction) bears to the original floor area of the Premises.  

12.4 Temporary Taking : If any portion of the Premises is temporarily taken for one (1) year or less, this Lease shall remain in effect. If 
any portion of the Premises is temporarily taken by condemnation for a period which exceeds one year or which extends beyond the natural 
expiration of the Lease Term, and such taking materially and adversely affects Tenant’s ability to use the Premises for the Permitted Use, then 
Tenant shall have the right to terminate this Lease, effective on the date possession is taken by the condemnor.  
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12.5 Division of Condemnation Award : Any award made as a result of any condemnation of the Premises or the Common Area shall 
belong to and be paid to Landlord, and Tenant hereby assigns to Landlord all of its right, title and interest in any such award; provided, 
however, that Tenant shall be entitled to receive any condemnation award that is made directly to Tenant for the following: (i) for the taking of 
personal property or Trade Fixtures belonging to Tenant, (ii) for the interruption of Tenant’s business and its moving/relocation costs, (iii) for 
loss of Tenant’s goodwill; or (iv) for any temporary taking where this Lease is not terminated as a result of such taking. The rights of Landlord 
and Tenant regarding any condemnation shall be determined as provided in this Article, and each party hereby waives the provisions of 
California Code of Civil Procedure Section 1265.130 and the provisions of any similar law hereinafter enacted allowing either party to petition 
the Superior Court to terminate this Lease in the event of a partial taking of the Premises.  

ARTICLE 13  
DEFAULT AND REMEDIES  

13.1 Events of Tenant’s Default : Tenant shall be in default of its obligations under this Lease if any of the following events occurs (an “ 
Event of Tenant’s Default ”):  

A. Payment . Tenant shall have failed to pay Base Monthly Rent or Additional Rent when due, and such failure is not cured within 
five (5) days after delivery of written notice from Landlord specifying such failure to pay; or  

B. General Covenant . Tenant shall have failed to perform any term, covenant, or condition of this Lease other than those referred to 
in any other subsection of this Section 13.1 , and Tenant shall have failed to cure such breach within thirty (30) days after written notice from 
Landlord specifying the nature of such breach where such breach could reasonably be cured within said 30-day period, or if such breach could 
not be reasonably cured within said 30- day period, Tenant shall have failed to commence such cure within said 30-day period and thereafter 
continue with due diligence to prosecute such cure to completion within such time period as is reasonably needed; or  

C. Transfer . Tenant shall have sublet the Premises or assigned its interest in the Lease in violation of the provisions contained in 
Article 14 ; or  

D. Abandonment . Tenant shall have abandoned the Premises pursuant to applicable California law (provided, however, that Tenant 
shall not be in default under this Lease if it leaves all or any part of the Premises vacant so long as (i) Tenant is performing all of its other 
obligations under this Lease, including the obligation to pay Rent, (ii) Tenant provides on-site security during normal business hours for those 
parts of the Premises left vacant, (iii) such vacancy does not materially or adversely affect the validity of or coverage under any policy of 
insurance carried by Landlord with respect to the Premises, and (iv) all utility facilities and systems, including all HVAC systems, required to 
be maintained by Tenant pursuant to Section 6.1 , above, are maintained pursuant to the terms of such Section); or  

E. Insolvency . The occurrence of the following: (i) the making by Tenant of any general arrangements or assignments for the 
benefit of creditors; (ii) Tenant becomes a “debtor” as defined in 11 USC §101 or any successor statute thereto (unless, in the case of a petition 
filed against Tenant, the same is dismissed within sixty (60) days); (iii) the appointment of a trustee or receiver to take possession of 
substantially all of Tenant’s assets located at the Premises or of Tenant’s interest in this Lease, where possession is not restored to Tenant 
within thirty (30) days; or (iv) the attachment, execution or other judicial seizure of substantially all of Tenant’s assets located at the Premises 
or of Tenant’s interest in this Lease, where such seizure is not discharged within thirty (30) days; provided, however, in the event that any 
provision of this Section 13.1E is contrary to any applicable Law, such provision shall be of no force or effect; or  
   

-40-  



F. Required Documents . Tenant shall have failed to deliver documents required of it pursuant to Section 15.4 or Section 15.6 
within the time periods specified therein, and Tenant thereafter fails to deliver such documents within five (5) days following written notice 
from Landlord specifying such failure; or  

G. Default Under Companion Lease . Tenant shall be in default under the Companion Lease beyond any applicable notice and cure 
periods expressly set forth in the Companion Lease; or  

H. Multiple Defaults . Any two (2) failures by Tenant to observe and perform any monetary or material non-monetary provision of 
this Lease during any twelve (12) month period of the term, as such may be extended, shall constitute, at the option of Landlord, a separate and 
noncurable default.  

Any written notice of default sent by Landlord to Tenant shall be in lieu of, and not in addition to, any termination notice required under 
applicable statutory or regulatory provisions (and no further notice shall be required should Landlord elect to terminate this Lease as set forth 
below), provided that such notice shall only be “in lieu of” to the extent the same is otherwise prepared and served upon Tenant in accordance 
with all applicable statutory or regulatory provisions.  

13.2 Landlord’s Remedies : If an Event of Tenant’s Default occurs, Landlord shall have the following remedies, in addition to all other 
rights and remedies provided by any Law or otherwise provided in this Lease, to which Landlord may resort cumulatively or in the alternative:  

A. Continue . Landlord may keep this Lease in effect and enforce by an action at law or in equity all of its rights and remedies under 
this Lease, including (i) the right to recover the rent and other sums as they become due by appropriate legal action, (ii) the right to make 
payments required of Tenant or perform Tenant’s obligations and be reimbursed by Tenant for the cost thereof with interest at the Agreed 
Interest Rate from the date the sum is paid by Landlord until Landlord is reimbursed by Tenant, and (iii) the remedies of injunctive relief and 
specific performance to compel Tenant to perform its obligations under this Lease. Notwithstanding anything contained in this Lease, in the 
event of a breach of an obligation by Tenant which results in a condition which poses an imminent danger to safety of persons or damage to 
property, an unsightly condition visible from the exterior of the Building, or a threat to insurance coverage, then if Tenant does not cure such 
breach within three (3) days after delivery to it of written notice from Landlord identifying the breach, Landlord may cure the breach of Tenant 
and be reimbursed by Tenant for the cost thereof with interest at the Agreed Interest Rate from the date the sum is paid by Landlord until 
Landlord is reimbursed by Tenant. Should Landlord not terminate this Lease by giving Tenant written notice, Landlord may enforce all its 
rights and remedies under this Lease, including the right to recover the rent as it becomes due under the Lease as provided in California Civil 
Code Section 1951.4 (lessor may continue lease in effect after lessee’s breach and abandonment and recover rent as it becomes due, if lessee 
has the right to sublet or assign, subject only to reasonable limitations).  

B. Enter and Relet . To the extent permitted by applicable Laws, Landlord may enter the Premises and release them to third parties 
for Tenant’s account for any period, whether shorter or longer than the remaining Lease Term. Tenant shall be liable immediately to Landlord 
for all costs Landlord incurs in releasing the Premises, including brokers’ commissions, expenses of altering and preparing the Premises 
required by the releasing. Tenant shall pay to Landlord the rent and other sums  
   

-41-  



due under this Lease on the date the rent is due, less the rent and other sums Landlord received from any releasing. No act by Landlord allowed 
by this subparagraph shall terminate this Lease unless Landlord notifies Tenant in writing that Landlord elects to terminate this Lease. 
Notwithstanding any releasing without termination, Landlord may later elect to terminate this Lease because of the default by Tenant.  

C. Terminate . Landlord may terminate this Lease by giving Tenant written notice of termination, in which event this Lease shall 
terminate on the date set forth for termination in such notice. Any termination under this Section 13.2C shall not relieve Tenant from its 
obligation to pay sums then due Landlord or from any claim against Tenant for damages or rent previously accrued or then accruing. In no 
event shall any one or more of the following actions by Landlord, in the absence of a written election by Landlord to terminate this Lease, 
constitute a termination of this Lease: (i) appointment of a receiver or keeper in order to protect Landlord’s interest hereunder; (ii) consent to 
any subletting of the Premises or assignment of this Lease by Tenant, whether pursuant to the provisions hereof or otherwise; or (iii) any other 
action by Landlord or Landlord’s Agents intended to mitigate the adverse effects of any breach of this Lease by Tenant, including without 
limitation any action taken to maintain and preserve the Premises or any action taken to relet the Premises or any portions thereof to the extent 
such actions do not affect a termination of Tenant’s right to possession of the Premises.  

D. No Deemed Termination . In the event Tenant breaches this Lease and abandons the Premises, this Lease shall not terminate 
unless Landlord gives Tenant written notice of its election to so terminate this Lease. No act by or on behalf of Landlord intended to mitigate 
the adverse effect of such breach, including those described by Section 13.C , shall constitute a termination of Tenant’s right to possession 
unless Landlord gives Tenant written notice of termination.  

E. Damages . In the event Landlord terminates this Lease, Landlord shall be entitled, at Landlord’s election, to damages in an 
amount as set forth in California Civil Code Section 1951.2 as in effect on the Effective Date. For purposes of computing damages pursuant to 
California Civil Code Section 1951.2, (i) an interest rate equal to the Agreed Interest Rate shall be used where permitted, and (ii) the term 
“rent” includes Base Monthly Rent and Additional Rent. Such damages shall include:  

(1) The worth at the time of award of the amount by which the unpaid rent for the balance of the term after the time of award 
exceeds the amount of such rental loss that Tenant proves could be reasonably avoided, computed by discounting such amount at the discount 
rate of the Federal Reserve Bank of San Francisco at the time of award plus one percent (1%); and  

(2) Any other amount necessary to compensate Landlord for all detriment proximately caused by Tenant’s failure to perform 
Tenant’s obligations under this Lease, or which in the ordinary course of things would be likely to result therefrom, including the following: 
(i) expenses for cleaning, repairing or restoring the Premises; (ii) expenses for altering, remodeling or otherwise improving the Premises for the 
purpose of reletting, including installation of leasehold improvements (whether such installation be funded by a reduction of rent, direct 
payment or allowance to a new tenant, or otherwise); (iii) broker’s fees, advertising costs and other expenses of reletting the Premises; 
(iv) costs of carrying the Premises, such as taxes, insurance premiums, utilities and security precautions; (v) expenses in retaking possession of 
the Premises; and (vi) attorneys’ fees and court costs incurred by Landlord in retaking possession of the Premises and in releasing the Premises 
or otherwise incurred as a result of Tenant’s default.  

F. Non Exclusive Remedies . Nothing in this Section 13.2 shall limit Landlord’s right to indemnification from Tenant as provided in 
Section 7.2 and Section 10.3 .  
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13.3 Waiver : One party’s consent to or approval of any act by the other party requiring the first party’s consent or approval shall not be 
deemed to waive or render unnecessary the first party’s consent to or approval of any subsequent similar act by the other party. The receipt by 
Landlord of any rent or payment with or without knowledge of the breach of any other provision hereof shall not be deemed a waiver of any 
such breach unless such waiver is in writing and signed by Landlord. No delay or omission in the exercise of any right or remedy accruing to 
either party upon any breach by the other party under this Lease shall impair such right or remedy or be construed as a waiver of any such 
breach theretofore or thereafter occurring. The waiver by either party of any breach of any provision of this Lease shall not be deemed to be a 
waiver of any subsequent breach of the same or of any other provisions herein contained.  

13.4 Limitation On Exercise of Rights : At any time that an Event of Tenant’s Default has occurred and remains uncured, (i) it shall not 
be unreasonable for Landlord to deny or withhold any consent or approval requested of it by Tenant which Landlord would otherwise be 
obligated to give, and (ii) Tenant may not exercise any option to extend, right to terminate this Lease, or other right granted to it by this Lease 
which would otherwise be available to it.  

13.5 Waiver by Tenant of Certain Remedies : Tenant waives the provisions of Sections 1932(1), 1941 and 1942 of the California Civil 
Code and any similar or successor law regarding Tenant’s right to terminate this Lease or to make repairs and deduct the expenses of such 
repairs from the rent due under this Lease. Tenant hereby waives any right of redemption or relief from forfeiture under the laws of the State of 
California, or under any other present or future law, including the provisions of Sections 1174 and 1179 of the California Code of Civil 
Procedure.  

ARTICLE 14  
ASSIGNMENT AND SUBLETTING  

14.1 Transfer by Tenant : The following provisions shall apply to any assignment, subletting or other transfer by Tenant or any subtenant 
or assignee or other successor in interest of the original Tenant (collectively referred to in this Section 14.1 as “Tenant”):  

A. Transfer . Tenant shall not do any of the following (collectively referred to herein as a “ Transfer ”), whether voluntarily, 
involuntarily, by operation of law or otherwise without the prior written consent of Landlord, which consent shall not be unreasonably 
withheld, conditioned or delayed: (i) sublet all or any part of the Premises or allow it to be sublet, occupied or used by any other person (the 
contractors, directors, officers, agents and servants of Tenant excepted) whether by sublease, license, concession, franchise, agency, or 
management agreement; (ii) assign its interest in this Lease; (iii) mortgage or encumber the Lease (or otherwise use the Lease as a security 
device) in any manner; or (iv) materially amend or modify an assignment, sublease or other transfer that has been previously approved by 
Landlord. Tenant shall reimburse Landlord, in an amount not to exceed Five Thousand and No/100 Dollars ($5,000.00), for all reasonable, out-
of-pocket attorneys’ fees and other costs incurred by Landlord in connection with the evaluation, processing, and/or documentation of any 
requested Transfer, whether or not Landlord’s consent is granted. Landlord’s reasonable costs shall include the cost of any review or 
investigation performed by Landlord or consultant acting on Landlord’s behalf of (i) Hazardous Materials used, stored, released, or disposed of 
by the potential Subtenant or Assignee, and/or (ii) violations of Hazardous Materials Laws by the Tenant or the proposed Subtenant or 
Assignee. Any Transfer so approved by Landlord shall not be effective until Tenant has delivered to Landlord an executed counterpart of the 
document evidencing the Transfer which (i) is in a form reasonably approved by Landlord, (ii) contains the same terms and conditions as stated 
in Tenant’s notice given to Landlord pursuant to Section 14.1B , and (iii) in the case of an assignment of the Lease, contains the agreement of 
the proposed transferee to assume all obligations of Tenant under this Lease first accruing after the  
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effective date of such Transfer and to remain jointly and severally liable therefor with Tenant. Any attempted Transfer without Landlord’s 
required consent shall constitute an Event of Tenant’s Default and shall be voidable at Landlord’s option. Landlord’s consent to any one 
Transfer shall not constitute a waiver of the provisions of this Section 14.1 as to any subsequent Transfer or a consent to any subsequent 
Transfer. No Transfer, even with the consent of Landlord, shall relieve Tenant of its personal and primary obligation to pay the rent and to 
perform all of the other obligations to be performed by Tenant hereunder. The acceptance of rent by Landlord from any person shall not be 
deemed to be a waiver by Landlord of any provision of this Lease or to be a consent to any Transfer.  

B. Procedure . At least thirty (30) days before a proposed Transfer is to become effective, Tenant shall give Landlord written notice 
of the proposed terms of such Transfer and request Landlord’s approval, which notice shall include the following: (i) the name and legal 
composition of the proposed transferee; (ii) a current financial statement of the transferee, financial statements of the transferee covering the 
preceding three years if the same exist, and (if available) an audited financial statement of the transferee for a period ending not more than one 
year prior to the proposed effective date of the Transfer, all of which statements are prepared in accordance with generally accepted accounting 
principles; (iii) the nature of the proposed transferee’s business to be carried on in the Premises; (iv) all consideration to be given on account of 
the Transfer; and (v) an accurately filled out response to Landlord’s standard hazardous materials questionnaire. Tenant shall provide to 
Landlord such other information as may be reasonably requested by Landlord, and which is reasonably available to, or acquirable by, Tenant, 
within seven (7) days after Landlord’s receipt of such notice from Tenant. Landlord shall respond in writing to Tenant’s request for Landlord’s 
consent to a Transfer within the later of (i) twenty (20) days of receipt of such request together with the required accompanying documentation, 
or (ii) ten (10) days after Landlord’s receipt of all information which Landlord reasonably requests, and which is reasonably available to, or 
acquirable by, Tenant, within seven (7) days after it receives Tenant’s first notice regarding the Transfer in question. If Landlord fails to 
respond in writing within said period, then Tenant shall provide a second written notice to Landlord requesting such consent and if Landlord 
fails to respond within seven (7) days after receipt of such second notice, then Landlord will be deemed to have consented to such Transfer. 
Tenant shall promptly notify Landlord of any modification to the proposed terms of such Transfer, which shall also be subject Landlord’s 
consent in accordance with the same process for obtaining Landlord’s initial consent to such Transfer.  

C. Recapture . In the event that Tenant requests Landlord’s approval to make any Transfer in accordance with this Section 14.1 , 
Landlord shall have the right to terminate this Lease in the case of an assignment of this Lease or a sublease of substantially all of the Premises 
for substantially the remainder of the Lease Term (for purposes hereof, a sublease shall be deemed to be for the remainder of the Lease Term if 
such sublease shall expire during the final three (3) months of the Lease Term). In the event Landlord elects to so terminate this Lease, then 
such termination shall be effective fifteen (15) days after Landlord has notified Tenant in writing of such election. Upon such termination, 
Tenant shall be released from any further obligation under this Lease, and Landlord and Tenant shall execute a cancellation and release with 
respect to the Lease to effect such termination. Notwithstanding anything to the contrary set forth herein, in the event that Landlord elects to 
terminate this Lease pursuant to this Section 14.1.C , Tenant shall have the right to void such election by Landlord by delivering written notice 
to Landlord of its election to withdraw Tenant’s request to make such Transfer within five (5) business days following Tenant’s receipt of 
notice from Landlord terminating this Lease.  

D. Other Requirements . If Landlord consents to a Transfer proposed by Tenant, Tenant may enter into such Transfer, and if Tenant 
does so, the following shall apply:  

(1) Tenant shall not be released of its liability for the performance of all of its obligations under the Lease.  
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(2) If Tenant assigns its interest in this Lease, then Tenant shall pay to Landlord fifty percent (50%) of all Subrent (as 
defined in Section 14.1D(5) ) received by Tenant. In the case of assignment, the amount of Subrent owed to Landlord shall be paid to Landlord 
on the same basis, whether periodic or in lump sum, that such Subrent is paid to Tenant by the assignee.  

(3) If Tenant sublets any part of the Premises, then with respect to the space so subleased, Tenant shall pay to Landlord fifty 
percent (50%) of the positive difference, if any, between (i) all Subrent paid by the subtenant to Tenant, less (ii) the sum of all Base Monthly 
Rent and Additional Rent allocable to the space sublet. Such amount shall be paid to Landlord on the same basis, whether periodic or in lump 
sum, that such Subrent is paid to Tenant by its subtenant.  

(4) Tenant’s obligations under this Section 14.1D shall survive any Transfer, and Tenant’s failure to perform its obligations 
hereunder following any applicable notice and cure period set forth in this Lease shall be an Event of Tenant’s Default. At the time Tenant 
makes any payment to Landlord required by this Section 14.1D , Tenant shall deliver an itemized statement of the method by which the amount 
to which Landlord is entitled was calculated, certified by Tenant as true and correct to Tenant’s actual knowledge. Landlord shall have the right 
at reasonable intervals, during normal business hours and upon reasonable prior notice to Tenant, to inspect Tenant’s books and records relating 
to the payments due hereunder. Promptly upon request therefor, Tenant shall deliver to Landlord copies of all bills, invoices or other documents 
upon which its calculations are based. Landlord may condition its approval of any Transfer upon obtaining a certification from both Tenant and 
the proposed transferee of all Subrent and other amounts that are to be paid to Tenant in connection with such Transfer.  

(5) As used in this Section 14.1D , the term “ Subrent ” shall mean any consideration of any kind received, or to be 
received, by Tenant as a result of the Transfer, if such sums are related to Tenant’s interest in this Lease or in the Premises, including payments 
from or on behalf of the transferee (in excess of the book value thereof) for Tenant’s assets, fixtures, leasehold improvements, inventory, 
accounts, equipment and furniture, less the reasonable, out-of-pocket expenses incurred by Tenant for attorneys’ fees, brokerage commissions 
and/or improvements to the Premises made in connection with the Transfer.  

E. Deemed Transfers . Subject to the Permitted Transfer provisions of Section 14.1.F , below, the term “Transfer” shall include any 
of the following, whether voluntary or involuntary and whether effected by death, operation of law or otherwise:  

(1) If Tenant is a partnership or limited liability company:  

(a) A change in ownership effected voluntarily, involuntarily, or by operation of law of fifty percent (50%) or more of 
the partners or members or fifty percent (50%) or more in the aggregate of the partnership or membership interests, whether in a single 
transaction or a series of related transactions (other than transfers to immediate family members, to a living trust for estate planning purposes or 
by will or intestacy); or  

(b) The sale, mortgage, hypothecation, pledge or other encumbrance at any time of more than an aggregate of fifty 
percent (50%) of the value of Tenant’s assets; or  

(c) The dissolution of the partnership, limited liability company or other entity without its immediate reconstitution.  
   

-45-  



(2) If Tenant is a closely held corporation (i.e., one whose stock is not publicly held and not traded through an exchange or 
over the counter):  

(a) The sale or other transfer of more than an aggregate of fifty percent (50%) of the voting shares of Tenant or more in 
the aggregate, whether in a single transaction or a series of related transactions;  

(b) The sale, mortgage, hypothecation, pledge or other encumbrance at any time of more than an aggregate of fifty 
percent (50%) of the value of Tenant’s assets; or  

(c) The dissolution, merger, consolidation, or other reorganization of Tenant.  

F. Permitted Transfers . Notwithstanding anything contained in Section 14.1 , Landlord’s consent is not required for (i) an 
assignment or subletting of all or a portion of the Premises to an affiliate of Tenant (an entity which is controlled by, controls, or is under 
common control with, Tenant), or an assignment resulting from a non-bankruptcy reorganization of Tenant, (ii) a sale of corporate shares of 
capital stock in Tenant in connection with an initial public offering of Tenant’s stock on a nationally-recognized stock exchange or over-the-
counter market, (iii) an assignment of the Lease to an entity which acquires all or substantially all of the stock or assets of Tenant, (iv) an 
assignment of the Lease to an entity which is the resulting entity of a merger or consolidation of Tenant during the Lease Term, (v) an 
assignment of the Lease to an entity acquiring and continuing that portion of Tenant’s business operations conducted at or from the Premises, 
or (vi) a sublease to a separate entity resulting from the sale or spin-off of a separate business division of Tenant that conducts its business 
operations at or from the Premises, as long as the following conditions are met and Tenant otherwise complies with the other provisions of 
Section 14.1 (each such Transfer shall be referred to as a “ Permitted Transfer ”):  

(a) At least ten (10) business days before the Transfer (or, if a confidentiality provision in the Permitted Transfer 
agreement or applicable Laws preclude such prior notice, then within ten (10) days following such Permitted Transfer), Landlord receives 
written notice of the Transfer (as well as any documents or information reasonably requested by Landlord regarding the Transfer or the 
transferee);  

(b) There is no existing Event of Tenant’s Default and the Transfer is not a subterfuge by Tenant to avoid its 
obligations under this Lease;  

(c) If the Transfer is an assignment under clauses (i), (iii), (iv) or (v) of this Section 14.1.F , above, the transferee 
assumes in writing all of Tenant’s obligations under this Lease relating to the Premises and accruing after the date of such assignment, and the 
liability of such transferee thereunder shall be joint and several with Tenant;  

(d) If the Transfer is an assignment under clauses (iii) or (iv) of this Section 14.1.F , above, the transferee has a 
tangible net worth (exclusive of goodwill), as evidenced by financial statements delivered to Landlord and certified by an independent certified 
public accountant in accordance with generally accepted accounting principles that are consistently applied (“ Net Worth ”), at least equal in 
all material respects to Tenant’s Net Worth immediately preceding the date of the Transfer; and  

(e) If the Transfer is an assignment under clauses (i) or (v) of this Section 14.1.F, above, the transferee has a Net Worth 
that is sufficient (as determined by Landlord in its reasonable discretion) in light of the obligations under this Lease undertaken by the 
transferee in connection with such Transfer, and as long as the Transfer is not a subterfuge to avoid the restrictions of this Lease.  
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For purposes hereof, the term “ Control ” means the direct or indirect ownership of more than fifty percent (50%) of the voting 
securities of an entity or possession of the right to vote more than fifty percent (50%) of the voting interest in the ordinary direction of the 
entity’s affairs. Landlord shall not be entitled to terminate the Lease pursuant to Section 14.1C due to a Permitted Transfer or to receive any 
part of any Subrent resulting from a Permitted Transfer that would otherwise be due it pursuant to Section 14.1D .  

G. Reasonable Standards . The consent of Landlord to a Transfer may not be unreasonably withheld, provided that it is agreed to be 
reasonable for Landlord to consider any of the following reasons, which list is not exclusive, in electing to deny consent:  

(1) In Landlord’s reasonable judgment, the financial strength or credit, of the proposed transferee at the time of the proposed 
Transfer is not sufficient to perform the Transferee’s monetary and non-monetary obligations under the terms of the proposed Transfer; 
provided it shall only be reasonable to consider the financial strength and/or credit of the proposed transferee if Tenant’s tangible net worth (as 
determined in accordance with GAAP) is not reasonably sufficient in light of Tenant’s obligations under this Lease, taking into account all 
other financial obligations of Tenant;  

(2) A proposed transferee whose occupation of the Premises would cause a material diminution in the value of the Building 
or Project;  

(3) A proposed transferee whose use would require improvements to or changes in any utility or telecommunication capacity 
currently serving the Building or the Project, unless the Tenant or the proposed transferee pays for the costs of such improvements or changes;  

(4) A proposed transferee whose use of the Premises would not be permitted under Section N of the Summary;  

(5) The existence of any Event of Tenant’s Default;  

(6) Either the proposed transferee, or any person or entity which directly or indirectly, controls, is controlled by, or is under 
common control with, the proposed transferee or an affiliate of the proposed transferee, is negotiating with Landlord to lease space in the 
Project at such time (to the extent comparable space is available for lease in the Project);  

(7) The proposed transferee is a governmental agency or unit, a non-profit or charitable entity or organization or an existing 
tenant in the Project;  

(8) The proposed transferee will use, store or handle Hazardous Materials in or about the Premises of a type, nature or 
quantity not then acceptable to Landlord (provided that the Hazardous Materials, and their respective quantities, which are specifically listed on 
the Approved Hazardous Materials Exhibit shall in no event be unacceptable to Landlord for purposes of this Section 14.1.G(10) ); or  

(9) The location or configuration of the portion of the Premises to be sublet or assigned violates applicable Laws (including, 
without limitation, building codes).  

H. Reasonable Restriction . The restrictions on Transfer described in this Lease are acknowledged by Tenant to be reasonable for all 
purposes, including, without limitation, the provisions of California Civil Code (the “ Code ”) Section 1951.4(b)(2). Tenant expressly waives 
any rights which it might otherwise be deemed to possess pursuant to applicable law, including, without limitation, Section 1997.040 of the 
Code, to limit any remedy of Landlord pursuant to Section 1951.2 or 1951.4 of the Code by means of proof that enforcement of a restriction on 
use of the Premises would be unreasonable.  
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I. Restrictions on Marketing the Space . Tenant may not promote or advertise the availability of the Leased Premises or any part 
thereof unless Landlord has approved Tenant’s advertising or promotional materials in writing, which approval shall not be unreasonably 
withheld, conditioned or delayed.  

J. Occupancy by Others . Notwithstanding any contrary provision of this Article 14 , Tenant shall have the right (without the 
payment of any Subrent, without being subject to Section 14.1.C , and without the receipt of Landlord’s consent, but only following prior 
written notice to Landlord), to permit the occupancy of up to a total of fifteen thousand (15,000) rentable square feet of the Premises to 
Tenant’s related (but not affiliated) parties and vendors (“ Tenant’s Occupants ”), on and subject to the following conditions: (i) such 
individuals or entities shall not be permitted to occupy a separately demised portion of the Premises which contains an entrance to such portion 
of the Premises other than the primary entrance to the Premises; (ii) all such individuals or entities shall be of a character and reputation 
consistent with the quality of the Project; and (iii) such occupancy shall not be a subterfuge by Tenant to avoid its obligations under this Lease 
or the restrictions on Transfers pursuant to this Article 14 . Tenant shall promptly supply Landlord with any documents or information 
reasonably requested by Landlord regarding any such individuals or entities. Any occupancy permitted under this Section 14.1.J shall not be 
deemed a Transfer under this Article 14 . Notwithstanding the foregoing, no such occupancy shall relieve Tenant from any liability under this 
Lease.  

14.2 Transfer By Landlord : Landlord and its successors in interest shall have the right to transfer their interest in this Lease and the 
Project at any time and to any person or entity. In the event of any such transfer, the Landlord originally named herein (and, in the case of any 
subsequent transfer, the transferor) from the date of such transfer, shall be automatically relieved, without any further act by any person or 
entity, of all liability for the performance of the obligations of the Landlord hereunder which may first accrue after the date of such transfer. 
After the date of any such transfer, the term “Landlord” as used herein shall mean the transferee of such interest in the Premises.  

ARTICLE 15  
GENERAL PROVISIONS  

15.1 Landlord’s Right to Enter : Landlord and its agents may enter the Premises at any reasonable time after giving at least one 
(1) business days’ prior notice to Tenant (and immediately in the case of emergency) for the purpose of: (i) inspecting the same; (ii) posting 
notices of non-responsibility; (iii) supplying any service to be provided by Landlord to Tenant; (iv) showing the Premises to prospective 
purchasers or mortgagees; (v) showing the Premises to prospective tenants during the last twelve (12) months of the Lease Term; (vi) making 
necessary alterations, additions or repairs; and (vii) performing Tenant’s obligations when an Event of Tenant’s Default has occurred; 
(viii) responding to an emergency. Landlord shall have the right to use any and all means Landlord may deem necessary and proper to enter the 
Premises in an emergency. Notwithstanding anything set forth in this Article 15 to the contrary, Tenant may designate certain areas of the 
Premises as “ Secured Areas ” should Tenant require such areas for the purpose of securing certain valuable property or confidential 
information. In connection with the foregoing and except in the event of an emergency, Landlord shall comply with any commercially 
reasonable security requirements of Tenant during any entry by Landlord into such Secured Areas. Any entry into the Premises obtained by 
Landlord in accordance with this Section 15.1 shall not be a forcible or unlawful entry into, or a detainer of, the Premises, or an eviction, actual 
or constructive, of Tenant from the Premises. In addition, Landlord shall use commercially reasonable efforts to ensure that any entry by 
Landlord into the Premises in accordance with this Section 15.1 will not unreasonably interfere with Tenant’s operations from the Premises for 
the Permitted Use.  
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15.2 Surrender of the Premises : Upon the expiration or sooner termination of this Lease, Tenant shall vacate and surrender the Premises 
to Landlord in the same condition as existed at the Commencement Date, except for (i) reasonable wear and tear, (ii) damage caused by any 
peril or condemnation, (iii) contamination by Hazardous Materials for which Tenant is not responsible pursuant to Section 7.2 , (iv) alterations 
or other improvements in the Premises which Tenant is permitted to surrender at the expiration or earlier termination of this Lease, and 
(v) repairs which are the responsibility of Landlord under this Lease. In this regard, normal wear and tear shall be construed to mean wear and 
tear caused to the Premises by the natural aging process which occurs in spite of prudent application of commercially reasonable standards for 
maintenance, repair and janitorial practices, and does not include items of neglected or deferred maintenance. In any event, Tenant shall cause 
the following to be done prior to the expiration or the sooner termination of this Lease: (i) the HVAC system shall be serviced by a reputable 
and licensed service firm and left in good operating condition and repair, reasonable wear and tear, damage caused by any peril or 
condemnation, and repairs which are the responsibility of Landlord under this Lease excepted; and (iii) the plumbing and electrical systems and 
lighting shall be placed in good order and repair (including replacement of any burned out, discolored or broken light bulbs, ballasts, or lenses), 
reasonable wear and tear, damage caused by any peril or condemnation, and repairs which are the responsibility of Landlord under this Lease. 
Tenant shall, prior to the expiration or sooner termination of this Lease, remove any Tenant’s Alterations which Tenant is required to remove 
pursuant to Section 5.2 and repair all damage caused by such removal, reasonable wear and tear, damage caused by any peril or condemnation, 
and repairs which are the responsibility of Landlord under this Lease excepted. If the Premises are not so surrendered at the termination of this 
Lease, Tenant shall be liable to Landlord for all costs incurred by Landlord in returning the Premises to the required condition, plus interest on 
all costs incurred at the Agreed Interest Rate. Tenant shall indemnify Landlord against loss or liability resulting from delay by Tenant in so 
surrendering the Premises, including, without limitation, any claims made by any succeeding tenant or losses to Landlord due to lost 
opportunities to lease to succeeding tenants and losses and damages suffered by Landlord due to lost opportunities to lease any portion of the 
Premises to any such succeeding tenant or prospective tenant, together with, in each case, actual attorneys’ fees and costs.  

15.3 Holding Over : This Lease shall terminate without further notice at the expiration of the Lease Term. Any holding over by Tenant 
after expiration of the Lease Term shall not constitute a renewal or extension of the Lease or give Tenant any rights in or to the Premises except 
as expressly provided in this Lease. Any holding over after such expiration with the written consent of Landlord shall be construed to be a 
tenancy from month to month on the same terms and conditions herein specified insofar as applicable except that Base Monthly Rent shall be 
increased to an amount equal to one hundred fifty percent (150%) of the Base Monthly Rent payable during the last full calendar month of the 
Lease Term. In any event, no provision of this Section 15.3 shall be deemed to waive Landlord’s right of reentry or any other right under this 
Lease or at law. Additionally, in the event that upon termination of the Lease, Tenant has not fulfilled its obligation with respect to repairs and 
cleanup of the Premises or any other Tenant obligations as set forth in this Lease, then Landlord shall have the right to perform any such 
obligations as it deems necessary at Tenant’s sole cost and expense.  

15.4 Subordination : Concurrently with its execution and delivery of this Lease, Landlord shall provide Tenant a subordination, non-
disturbance and attornment agreement (the “ Concurrent SNDAA ”) from Landlord’s existing “Lienholder”, as that term is defined in 
Section 15.5 , below. Tenant covenants and agrees that this Lease is subject and subordinate to any Security Instrument and to any advances 
made on the security thereof and to any and all increases, renewals, modifications, consolidations, replacements and extensions thereof. This 
clause shall be self operative and no further instrument of subordination  
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need be required by any owner or holder of any such ground lease, mortgage, deed of trust or security agreement; provided, however, that in 
consideration of and a condition precedent to Tenant’s agreement to subordinate this Lease to any future Security Instrument, shall be the 
receipt by Tenant of a subordination non-disturbance and attornment agreement in a commercially reasonable form provided by the 
“Lienholder” (as defined in Section 15.5 , below), which requires such Lienholder to accept this lease, and not to disturb Tenant’s possession, 
so long as an Event of Tenant’s Default has not occurred and be continuing (a “ SNDAA ”), executed by Landlord and such Lienholder. 
Further, in confirmation of such subordination, at Landlord’s request, Tenant shall execute promptly any appropriate and commercially 
reasonable certificate or instrument that Landlord may request. Landlord hereby represents and warrants that as of the Effective Date, 
Prudential Mortgage Capital Company is the only existing Lienholder with respect to the Building and the Premises. Notwithstanding the 
foregoing, any Lienholder shall have the right to elect, by written notice given to Tenant, to have this Lease be superior to its Security 
Instrument. In the event of the enforcement by any holder of the Security Instrument (“ Successor Landlord ”) of the remedies provided for by 
law or by such Security Instrument, at Successor Landlord’s election, Tenant will attorn to and recognize as its landlord, and become the tenant 
of, such Successor Landlord, without any change in the terms or other provisions of this Lease or without the execution of any further 
instrument by Tenant; provided, however, that such Successor Landlord or successor in interest shall not be bound by (a) any payment of Base 
Monthly Rent or Additional Rent for more than one (1) month in advance that is not actually received by such Successor Landlord (provided 
that (1) any abatement of Base Monthly Rent or Additional Rent to which Tenant is entitled shall not be considered “prepaid rent” for purposes 
of this Section 15.4 , and (2) any payment by Tenant of Tenant’s Share of Operating Expenses in advance in estimated monthly installments 
shall not impact any annual reconciliation of Operating Expenses pursuant to Section 8.1 ), (b) any amendment or modification of this Lease 
that would reduce or shorten any obligations of Tenant under this Lease, or materially impair Landlord’s rights under this Lease, or any waiver 
of the terms of this Lease, made without the written consent of the Lienholder, which consent shall not be unreasonably withheld, conditioned 
or delayed, (c) any offset right that Tenant may have against any former Landlord relating to any event or occurrence before the date of 
attornment that is not specifically allowed under the terms of this Lease; (d) except as provided in clause (c), above, any obligation to pay 
Tenant any sum(s) that any former Landlord owed to Tenant except to the extent such sums, if any, shall have actually been delivered to 
Successor Landlord by way of an assumption of escrow accounts or otherwise, (e) any obligation to pay Tenant any security deposited with a 
former Landlord, except to the extent such security was actually delivered to such Successor Landlord; or (f) any obligation to commence or 
complete any initial construction of improvements in the Premises or any expansion or rehabilitation of existing improvements thereon, 
provided that such Successor Landlord shall satisfy all ongoing maintenance and repair obligations of Landlord under this Lease. Upon request 
by such Successor Landlord, whether before or after the enforcement of its remedies, Tenant shall execute and deliver an instrument or 
instruments confirming and evidencing the attornment herein set forth This Lease is further subject to and subordinate to all matters of record.  

15.5 Lender Protection : Tenant will give the owners or holders of any Security Instrument (“ Lienholder ”), by registered mail, a copy 
of any notice of default Tenant serves on Landlord, provided that Landlord or Lienholder previously notified Tenant in writing the address of 
Lienholder. Tenant further agrees that if Landlord fails to cure such default within a reasonable period of time after Landlord’s receipt of such 
notice of default from Tenant, then Tenant will provide written notice of such failure to Lienholder and Lienholder will have an additional 
thirty (30) days within which to cure the default. Lienholder shall have no obligation to cure (and shall have no liability or obligation for not 
curing) any breach or default by Landlord, except to the extent that Lienholder agrees or undertakes otherwise in writing. If the default cannot 
be cured within the additional thirty (30) day period, then Lienholder will have such additional time as may be necessary to effect the cure if, 
within the thirty (30) day period, Lienholder has commenced and is diligently pursuing the cure (including, without limitation, commencing 
foreclosure proceedings if necessary to effect the cure), and provided that Tenant’s use of the Premises for the Permitted Use is not materially 
impaired during such period.  
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15.6 Estoppel Certificates and Financial Statements : At all times during the Lease Term, Tenant agrees, following any request by 
Landlord, promptly to execute and deliver to Landlord within fifteen (15) days following delivery of such request an estoppel certificate: 
(i) certifying that this Lease is unmodified and in full force and effect or, if modified, stating the nature of such modification and certifying that 
this Lease, as so modified, is in full force and effect, (ii) stating the date to which the rent and other charges are paid in advance, if any, 
(iii) acknowledging that there are not, to Tenant’s knowledge, any uncured defaults on the part of any party hereunder or, if there are uncured 
defaults, specifying the nature of such defaults, and (iv) certifying such other information about the Lease as may be reasonably required by 
Landlord. Tenant’s failure to deliver an estoppel certificate within five (5) days after Landlord’s delivery of a second request therefor following 
Tenant’s failure to deliver the same within fifteen (15) days following Landlord’s initial request pursuant to this Section 15.6 shall be a 
conclusive admission that, as of the date of the request for such statement: (i) this Lease is unmodified except as may be represented by 
Landlord in said request and is in full force and effect, (ii) there are no uncured defaults in Landlord’s performance, and (iii) no rent has been 
paid more than thirty (30) days in advance. At any time during the Lease Term Tenant shall, upon fifteen (15) days’ prior written notice from 
Landlord, provide Tenant’s most recent financial statement and financial statements covering the twenty-four (24) month period prior to the 
date of such most recent financial statement to any existing Lender or to any potential Lender or buyer of the Premises, provided that such 
financial statements are not publicly available. Such statements shall be prepared in accordance with generally accepted accounting principles 
and, if such is the normal practice of Tenant, shall be audited by an independent certified public accountant.  

Tenant hereby authorizes Landlord to obtain one or more credit reports on Tenant at any time, and shall execute such further 
authorizations as Landlord may reasonably require in order to obtain a credit report.  

15.7 Consent : Whenever Landlord’s approval or consent is required by this Lease, such approval or consent may be exercised in 
Landlord’s reasonable discretion, unless a different standard has been expressly provided in this Lease for the particular matter requiring 
Landlord’s consent or approval.  

15.8 Notices : Any notice required or desired to be given regarding this Lease shall be in writing and may be given by personal delivery, 
by facsimile, by courier service, or by mail. A notice shall be deemed to have been given (i) on the third business day after mailing if such 
notice was deposited in the United States mail, certified or registered, postage prepaid, addressed to the party to be served at its Address for 
Notices specified in Section Q or Section R of the Summary (as applicable), (ii) when delivered if given by personal delivery, and (iii) in all 
other cases when actually received at the party’s Address for Notices. Any notice received on a Saturday, Sunday or locally or nationally 
recognized holiday, such notice shall be deemed received on the next business day. Either party may change its address by giving notice of the 
same in accordance with this Section 15.8 , provided, however, that any address to which notices may be sent must be a California address.  

15.9 Attorneys’  Fees : In the event either Landlord or Tenant shall bring any action or legal proceeding for an alleged breach of any 
provision of this Lease, to recover rent, to terminate this Lease or otherwise to enforce, protect or establish any term or covenant of this Lease, 
the prevailing party shall be entitled to recover as a part of such action or proceeding, or in a separate action brought for that purpose, 
reasonable attorneys’ fees, court costs, and experts’ fees as may be fixed by the court.  
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15.10 Authority : If Landlord or Tenant is a corporation, limited liability company, partnership or other entity, each individual executing 
this Lease on behalf of said organization represents and warrants that he is duly authorized to execute and deliver this Lease on behalf of said 
organization in accordance with a duly adopted resolution or other applicable authorization of said organization, and that this Lease is binding 
upon said organization in accordance with its terms. Further, Tenant shall, within thirty (30) days following a written request by Landlord, 
deliver to Landlord a certified copy of a resolution or other applicable authorization of said organization authorizing or ratifying the execution 
of this Lease.  

15.11 Miscellaneous : Should any provision of this Lease prove to be invalid or illegal, such invalidity or illegality shall in no way affect, 
impair or invalidate any other provision hereof, and such remaining provisions shall remain in full force and effect. Time is of the essence with 
respect to the performance of every provision of this Lease in which time of performance is a factor. The captions used in this Lease are for 
convenience only and shall not be considered in the construction or interpretation of any provision hereof. Any executed copy of this Lease 
shall be deemed an original for all purposes. This Lease shall, subject to the provisions regarding assignment, apply to and bind the respective 
heirs, successors, executors, administrators and assigns of Landlord and Tenant. “ Party ” shall mean Landlord or Tenant, as the context 
implies. If Tenant consists of more than one person or entity, then all members of Tenant shall be jointly and severally liable hereunder. This 
Lease shall be construed and enforced in accordance with the laws of the State of California, without giving effect to any choice of law 
principles thereunder. The language in all parts of this Lease shall in all cases be construed as a whole according to its fair meaning, and not 
strictly for or against either Landlord or Tenant. When the context of this Lease requires, the neuter gender includes the masculine, the 
feminine, a partnership or corporation or joint venture, and the singular includes the plural. The terms “shall”, “will” and “agree” are 
mandatory. The term “may” is permissive. When a party is required to do something by this Lease, it shall do so at its sole cost and expense 
without right of reimbursement from the other party unless a provision of this Lease expressly requires reimbursement. Landlord and Tenant 
agree that (i) the gross leasable area of the Premises includes any atriums, depressed loading docks, covered entrances or egresses, and covered 
loading areas, (ii) each has had an opportunity to determine to its satisfaction the actual area of the Premises, (iii) all measurements of area 
contained in this Lease are conclusively agreed to be correct and binding upon the parties, even if a subsequent measurement of any one of 
these areas determines that it is more or less than the amount of area reflected in this Lease, and (iv) any such subsequent determination that the 
area is more or less than shown in this Lease shall not result in a change in any of the computations of rent, improvement allowances, or other 
matters described in this Lease where area is a factor. Where a party hereto is obligated not to perform any act, such party is also obligated to 
restrain any others within its control from performing said act, including the Agents of such party. Landlord shall not become or be deemed a 
partner or a joint venturer with Tenant by reason of the provisions of this Lease.  

15.12 Termination by Exercise of Right : If this Lease is terminated pursuant to its terms by the proper exercise of a right to terminate 
specifically granted to Landlord or Tenant by this Lease, then this Lease shall terminate thirty (30) days after the date the right to terminate is 
properly exercised (unless another date is specified in that part of the Lease creating the right, in which event the date so specified for 
termination shall prevail), the rent and all other charges due hereunder shall be prorated as of the date of termination, and neither Landlord nor 
Tenant shall have any further rights or obligations under this Lease except for those that have accrued prior to the date of termination or those 
obligations which this Lease specifically provides are to survive termination. This Section 15.12 does not apply to a termination of this Lease 
by Landlord as a result of an Event of Tenant’s Default.  
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15.13 Brokerage Commissions : Landlord and Tenant each represents and warrants to the other party that it has not authorized, retained 
or employed, or acted by implication to authorize, retain or employ, any real estate broker or salesman to act for it or on its behalf in connection 
with this Lease so as to cause the other party to be responsible for the payment of a brokerage commission, except for the Retained Real Estate 
Broker(s) identified in the Summary to this Lease. Landlord and Tenant shall each indemnify, defend and hold the other party harmless from 
and against any and all claims by any real estate broker or salesman (other than the Retained Real Estate Brokers) whom the indemnifying 
party authorized, retained or employed, or acted by implication to authorize, retain or employ, to act for the indemnifying party in connection 
with this Lease. Landlord shall pay a commission to the Retained Real Estate Broker(s) pursuant to a separate agreement.  

15.14 Force Majeure : Any prevention, delay or stoppage due to strikes, lock-outs, inclement weather, labor disputes, inability to obtain 
labor, materials, fuels or reasonable substitutes therefor, governmental restrictions, regulations, controls, action or inaction, civil commotion, 
fire or other acts of God, and other causes beyond the reasonable control of Landlord or Tenant (except financial inability) shall excuse the 
performance by Landlord or Tenant, as the case may be, for a period equal to the period of any said prevention, delay or stoppage, of any 
obligation hereunder; provided, however, that nothing set forth in this Section 15.4 shall (i) shorten any period during which Tenant is 
otherwise entitled to an abatement of Rent, or (ii) extend any time periods for commencing or completing repairs following casualty or 
condemnation set forth in this Lease.  

15.15 Entire Agreement : This Lease constitutes the entire agreement between the parties, and there are no binding agreements or 
representations between the parties except as expressed herein. Tenant acknowledges that neither Landlord nor Landlord’s Agents has made 
any legally binding representation or warranty as to any matter except those expressly set forth herein, including any warranty as to (i) whether 
the Premises may be used for Tenant’s intended use under existing Law, (ii) the suitability of the Premises or the Project for the conduct of 
Tenant’s business, or (iii) the condition of any improvements. There are no oral agreements between Landlord and Tenant affecting this Lease, 
and this Lease supersedes and cancels any and all previous negotiations, arrangements, brochures, agreements and understandings, if any, 
between Landlord and Tenant or displayed by Landlord to Tenant with respect to the subject matter of this Lease. This instrument shall not be 
legally binding until it is executed by both Landlord and Tenant. No subsequent change or addition to this Lease shall be binding unless in 
writing and signed by Landlord and Tenant.  

15.16 OFAC Compliance . Each party shall take any actions that may be required to comply with the terms of the USA Patriot Act of 
2001, as amended, any regulations promulgated under the foregoing law, Executive Order No. 13224 on Terrorist Financing, any sanctions 
program administrated by the U.S. Department of Treasury’s Office of Foreign Asset Control or Financial Crimes Enforcement Network, or 
any other laws, regulations or executive orders designed to combat terrorism or money laundering, if applicable, to this Lease. Each party 
represents and warrants to the other party that it is not an entity named on the List of Specially Designated Nationals and Blocked Persons 
maintained by the U.S. Department of Treasury, as last updated prior to the date of this Lease.  

15.17 Outside Area . Subject to the terms and conditions contained in this Section 15.17 and elsewhere in this Lease, and subject to 
Tenant obtaining and maintaining all necessary and applicable governmental approvals, commencing as of the Commencement Date, Tenant 
shall have an exclusive license during the Lease Term for the exclusive use of certain space in the Common Area (the “ Outside Area ”), as 
generally set forth on Exhibit A attached hereto, for the storage of tanks and other equipment used in Tenant’s operations from the Premises for 
the Permitted Use. The Outside Area shall not be included in the floor area of the Premises for purposes of this Lease. The exclusive license to 
use the Outside Area granted to Tenant hereby is personal to the Tenant originally named in this Lease, any transferee pursuant to a Permitted 
Transfer and any transferee pursuant to a Transfer approved by Landlord, and shall not be otherwise assigned, sublet or otherwise transferred in 
any way or manner.  
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Tenant acknowledges that it has been and is currently in possession of the Outside Area pursuant to the Existing Lease and is fully aware of the 
condition of the Outside Area and, therefore, Tenant shall continue to accept the Outside Area in its “as-is” condition as of the Commencement 
Date, and Landlord shall not be obligated to provide or pay for any work or services related to the improvement of the Outside Area. Tenant 
also acknowledges that neither Landlord nor any agent of Landlord has made any representation or warranty regarding the condition of the 
Outside Area or the compliance of the Outside Area with any applicable Laws. Tenant shall have the right, at Tenant’s sole cost and expense, 
to alter, change or make improvements to the Outside Area, subject to Landlord’s approval, which approval shall not be unreasonably withheld, 
conditioned or delayed; provided, however, that Tenant shall be responsible, at its sole cost and expense, for the maintenance and repair of the 
Outside Area (except to the extent the same are necessitated by the active or gross negligence or willful misconduct of Landlord or a Landlord 
Party). Tenant acknowledges and agrees that although Tenant shall have the exclusive license to use the Outside Area during the Lease Term, 
Landlord shall have no obligation to enforce Tenant’s exclusive use of the Outside Area, and neither Landlord nor the Landlord Parties shall in 
no event be liable for, and Landlord and the Landlord Parties are hereby released from any responsibility for, any personal injury or property 
damage sustained by Tenant in connection with or arising from any acts or omissions with regard to the admission or exclusion from the 
Outside Area of any person; provided, however, that Landlord hereby covenants and agrees that it shall not grant any third party the right to use 
the Outside Area or to install any equipment or structure on the Outside Area during the Lease Term, as the same may be extended, and shall 
reasonably cooperate with Tenant at no cost to Landlord to enforce Tenant’s exclusive license to use the Outside Area. Tenant shall keep the 
Outside Area clean of all trash and debris and shall also keep the surrounding areas clean of debris and trash arising from the use of the Outside 
Area. Tenant agrees, at its own expense, to pay for all utilities used by Tenant in the Outside Area (including, without limitation, all sales, use 
and other taxes (but excluding real property taxes) imposed thereon by any governmental authority). Tenant shall remove any personal property 
from the Outside Area upon the expiration or earlier termination of this Lease, or upon the termination of Tenant’s license under this 
Section 15.17 , and shall repair any damage to the Premises and Building caused by such removal, reasonable wear and tear and damage caused 
by any peril or condemnation excepted. Except as set forth in Section 4.4 , above, Tenant shall not be permitted to display any graphics, signs 
or insignias or the like in the Outside Area. Tenant’s use of the Outside Area shall be subject to such reasonable additional rules and regulations 
as Landlord may make from time to time concerning the Outside Area; provided, however, that to the extent there is a conflict between such 
rules and regulations and the provisions of this Section 15.17 , the provisions of this Section 15.17 shall govern and control. Landlord hereby 
acknowledges and agrees that Tenant’s use of the Outside Area as of the Effective Date of this Lease is acceptable. Except as expressly set 
forth in this Section 15.17 , all of the terms, conditions, limitations and restrictions contained in this Lease pertaining to the Premises and 
Tenant’s use thereof (excluding Tenant’s obligation to pay Base Monthly Rent and the determination of Tenant’s Share) shall apply equally to 
the Outside Area and Tenant’s use thereof, including, without limitation, Tenant’s repair and maintenance obligations set forth in Section 6.1 , 
Tenant’s responsibilities and obligations with respect to Hazardous Materials set forth in Section 7.2 , Tenant’s indemnity of Landlord set forth 
in Sections 7.2E and 10.3 , and Tenant’s insurance obligations set forth in Article 9 . The license to use the Outside Area granted to Tenant 
hereby shall be revocable by Landlord for cause upon written notice to Tenant, and Landlord thereafter shall have the right to prevent Tenant’s 
access thereto. As used in this Section 15.17 , “cause” shall include, without limitation, any of the following: (i) the license granted hereby 
constitutes a violation of or otherwise conflicts with any law, statute, ordinance or other governmental rule, regulation or requirement now in 
force or which may hereafter be enacted or promulgated (unless Tenant changes its use of the Outside Area in order to comply with such law, 
statute, ordinance or other governmental rule, regulation or requirement); (ii) this Lease is terminated for any reason; or (iii) Tenant fails, after 
notice and a reasonable opportunity to cure (but in no event more than forty-five (45) days), to comply with any of the terms, conditions, 
limitations or restrictions contained in this Section 15.17 or elsewhere in this Lease which apply to the Outside Area or Tenant’s use thereof. In 
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the event that Landlord makes a good faith determination that the license granted hereby and/or the use of the Outside Area by Tenant threatens 
the safety and/or security of persons or property, or endangers or otherwise interferes with the use and occupancy of the Building or Project by 
Landlord, its employees, agents or contractors or other tenants or occupants of the Building or Project, then upon receipt of written notice from 
Landlord identifying with reasonable specificity the grounds therefor, Tenant shall immediately discontinue its use of the Outside Area until 
such time as Tenant has mitigated such threat, danger or interference to Landlord’s approval, such approval not to be unreasonably withheld, 
conditioned or delayed.  

15.18 Rooftop Rights . In accordance with, and subject to, the terms and conditions set forth in Article 5 , above, and this Section 15.17 , 
Tenant may install and maintain, at Tenant’s sole cost and expense, the following equipment: (i) one (1) satellite dish/antennae on the roof of 
the Building for receiving of signals or broadcasts (as opposed to the generation or transmission of any such signals or broadcasts) and 
(ii) process equipment required to service the business conducted by Tenant from within the Premises (all such equipment is defined 
collectively as the “ Operations Equipment ”). Notwithstanding anything to the contrary set forth in this Section 15.18 , Tenant’s installation, 
repair and maintenance and removal of such Operations Equipment shall not invalidate any warranty held by Landlord with respect to the roof 
of the Building.  

A. Landlord makes no representations or warranties whatsoever with respect to the condition of the roof of the Building, or the 
fitness or suitability of the roof of the Building for the installation, maintenance and operation of the Operations Equipment.  

B. In the event Tenant elects to exercise its right to install any Operations Equipment, then Tenant shall give Landlord prior notice 
thereof. Such Operations Equipment shall be installed pursuant to plans and specifications approved by Landlord (specifically including, 
without limitation, all mounting and waterproofing details), which approval will not be unreasonably withheld, conditioned, or delayed. In 
addition, the physical appearance, size and weight of the Operations Equipment shall be subject to Landlord’s reasonable approval. The 
location of any such installation of the Operations Equipment shall be designated by Tenant subject to Landlord’s approval, which approval 
shall not be unreasonably withheld, conditioned or delayed, and Landlord may require Tenant to install screening around such Operations 
Equipment, at Tenant’s sole cost and expense, as reasonably designated by Landlord. Tenant shall reimburse to Landlord the actual, out-of-
pocket costs reasonably incurred by Landlord in approving such Operations Equipment. Notwithstanding any such review or approval by 
Landlord, Tenant shall remain solely liable for any damage to any portion of the roof or roof membrane, specifically including any 
penetrations, in connection with Tenant’s installation, use, maintenance and/or repair of such Operations Equipment, and Landlord shall have 
no liability therewith (except to the extent caused by Landlord’s or Landlord’s Agents’ active gross negligence or willful misconduct). Such 
Operations Equipment shall, in all instances, comply with applicable governmental laws, codes, rules and regulations. In no event shall any 
such Operations Equipment interfere with any existing rooftop communication equipment or other existing equipment of any other tenant or 
occupant of the Building or Project, or interfere with any existing rooftop communication equipment or other existing equipment of any other 
third-party with whom Landlord has any third-party agreement.  

C. Tenant shall maintain such Operations Equipment, at Tenant’s sole cost and expense. Tenant shall remove such Operations 
Equipment upon the expiration or earlier termination of the Lease. In connection with any such removal, Tenant and shall return the affected 
portion of the rooftop and the Premises to the condition the rooftop and the Premises would have been in had no such Operations Equipment 
been installed (reasonable wear and tear, damage caused by any peril or condemnation, and repairs which are the responsibility of Landlord 
under this Lease excepted).  
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D. For the purposes of determining Tenant’s obligations under this Lease with respect to its use of the Operations Equipment and 
areas of the Building in which the Operations Equipment is located, the areas in which the Operations Equipment is located (to the extent 
outside the Premises) shall be deemed to be a portion of the Premises (but Tenant shall have no obligation to pay Rent on such portion); 
consequently, all of the provisions of this Lease with respect to Tenant’s obligations as to the Premises shall apply to the installation, use and 
maintenance of the Operations Equipment, including, without limitation, the provisions relating to insurance, indemnity, repairs and 
maintenance, and compliance with Laws.  

[the balance of this page has been intentionally left blank; signature page follows]  
   

-56-  



IN WITNESS WHEREOF, Landlord and Tenant have executed this Lease with the intent to be legally bound thereby, to be effective as 
of the Effective Date.  
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LANDLORD:     TENANT: 

M WEST PROPCO X, LLC,  
a Delaware limited liability company    

   

  

INTEVAC, INC.,  
a Delaware corporation  

By:   Divco West Real Estate Services, Inc.,     By:   /s/ Jeffrey Andreson 
  a Delaware corporation     Name:   Jeffrey Andreson 
  Its Agent     Its:   EVP, CFO, Secretary 

  By:   /s/ Steve Novick     Dated: 03/18/2014 
  Name:   Steve Novick       
  Its:   Authorized Signatory     By:     

        Name:     
  Dated: 03/21/2014     Its:     

        Dated:     



EXHIBIT A  

PROJECT SITE PLAN AND OUTLINE OF THE PREMISES  

This Exhibit is intended only to show the general outline of the Project and Premises. The depiction of interior windows, cubicles, modules, 
furniture and equipment in this Exhibit, if shown, is for illustrative purposes only, but does not mean that such items exist. Landlord is not 
required to provide, install or construct any such items. It is not to be scaled; any measurements or distances shown should be taken as 
approximate. The inclusion of elevators, stairways, electrical and mechanical closets, and other similar facilities for the benefit of occupants of 
the Building does not mean such items are part of the Premises.  
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EXHIBIT B  

TENANT WORK LETTER  

This Tenant Work Letter shall set forth the terms and conditions relating to the construction of the Tenant Improvements in the Premises. 
This Tenant Work Letter is essentially organized chronologically and addresses the issues of the construction of the Premises, in sequence, as 
such issues will arise during the actual construction of the Premises. All references in this Tenant Work Letter to Articles or Sections of “this 
Lease” shall mean the relevant portions of Articles 1 through 15 of the Lease to which this Tenant Work Letter is attached as Exhibit B , and all 
references in this Tenant Work Letter to Sections of “this Tenant Work Letter” shall mean the relevant portions of Sections 1 through  5 of this 
Tenant Work Letter.  

SECTION 1  

DELIVERY OF THE PREMISES AND BASE BUILDING  

Tenant acknowledges that it is currently in possession and occupancy of the Premises pursuant to the Existing Lease and is fully aware of 
the condition of the Premises and, therefore, Tenant shall continue to accept the Premises in its presently existing, “AS-IS” condition as of the 
date of this Lease. but subject to Landlord’s ongoing repair, restoration and maintenance obligations under this Lease.  

SECTION 2  

TENANT IMPROVEMENTS  

2.1 Tenant Improvement Allowance . Tenant shall be entitled to a one-time tenant improvement allowance (the “ Tenant Improvement 
Allowance ”), in the amount set forth in Section T of the Summary to the Lease for the costs relating to the initial design and construction of 
Tenant’s improvements to be installed in the Premises (the “ Tenant Improvements ”). In no event shall Landlord be obligated to make 
disbursements pursuant to this Tenant Work Letter in a total amount which exceeds the Tenant Improvement Allowance. Tenant shall have 
until December 31, 2014 (which date shall be extended on a day-for-day basis for any delays in the completion of the Tenant Improvements 
caused by (i) an event of force majeure as set forth in Section 15.4 of the Lease, (ii) Tenant’s inability to obtain any required permits despite 
Tenant’s diligent and good-faith efforts to obtain the same, or (iii) delays caused by Landlord’s failure to comply with the terms of this Tenant 
Work Letter (collectively, “ Tenant Improvement Delays ”)), to utilize up to $5.00 per rentable square foot of the Premises of the Tenant 
Improvement Allowance ( i.e. , up to $597,915.00) towards the costs relating to the initial design and construction of the Tenant Improvements 
under this Lease or the Companion Lease. In the event that Tenant has not fully utilized such amount by December 31, 2014 (as such date may 
be extended by any Tenant Improvement Delay), then Tenant’s only rights with respect to the Tenant Improvement Allowance following such 
date shall be as set forth in Section 2.4 of this Tenant Work Letter. Any Tenant Improvements that require the use of Building risers, raceways, 
shafts and/or conduits, shall be subject to Landlord’s reasonable rules, regulations, and restrictions, and that the amount and location of any 
such cabling must be approved by Landlord, which approval shall not be unreasonably withheld, conditioned or delayed. All Tenant 
Improvements for which the Tenant Improvement Allowance has been made available shall be deemed Landlord’s property under the terms of 
the Lease.  
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2.2 Disbursement of the Tenant Improvement Allowance .  

2.2.1 Tenant Improvement Allowance Items . Except as otherwise set forth in this Tenant Work Letter, the Tenant Improvement 
Allowance shall be disbursed by Landlord only for the following items and costs (collectively the “ Tenant Improvement Allowance Items 
”):  

2.2.1.1 Payment of the fees of the “Architect” and the “Engineers,” as those terms are defined in Section 3.1 of this Tenant 
Work Letter, which fees shall, notwithstanding anything to the contrary contained in this Tenant Work Letter, not exceed an aggregate amount 
equal to $5.00 per rentable square foot of the Premises, and payment of the fees incurred by, and the cost of documents and materials supplied 
by, Landlord and Landlord’s consultants in connection with the preparation and review of the “Construction Drawings,” as that term is defined 
in Section 3.1 of this Tenant Work Letter;  

2.2.1.2 The payment of plan check, permit and license fees relating to construction of the Tenant Improvements;  

2.2.1.3 The cost of construction of the Tenant Improvements, including, without limitation, testing and inspection costs, 
freight elevator usage, hoisting and trash removal costs, and contractors’ fees and general conditions;  

2.2.1.4 Costs incurred by Tenant in connection with the engagement of specialized vendors for the relocation and installation 
of equipment from Tenant’s photocathode facility located in Fremont, California (a floor plan of which is attached to this Tenant Work Letter 
as Schedule 1 and incorporated herein), as opposed to standard moving or relocation costs;  

2.2.1.5 The cost of any changes in the Base building structure when such changes are required by the Construction Drawings 
(including if such changes are due to the fact that such work is prepared on an unoccupied basis), such cost to include all direct architectural 
and/or engineering fees and expenses incurred in connection therewith;  

2.2.1.6 The cost of any changes to the Construction Drawings or Tenant Improvements required by all applicable building 
codes (the “ Code ”);  

2.2.1.7 The cost of connection of the Premises to the Building’s energy management systems;  

2.2.1.8 The cost of any project management consultants retained by Tenant;  

2.2.1.9 The cost of the “Coordination Fee,” as that term is defined in Section 4.2.2 of this Tenant Work Letter;  

2.2.1.10 Sales and use taxes and Title 24 fees; and  

2.2.1.11 All other reasonable, out-of-pocket costs actually expended by Landlord and directly related to the construction of 
the Tenant Improvements, provided such costs are approved by Tenant in advance, such approval not to be unreasonably withheld, conditioned 
or delayed.  
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2.2.2 Disbursement of Tenant Improvement Allowance . During the design of the Tenant Improvements, Landlord shall make 
monthly disbursements of the Tenant Improvement Allowance for Tenant Improvement Allowance Items for the benefit of Tenant, and during 
the construction of the Tenant Improvements, Landlord shall authorize the release of monies for the benefit of Tenant as follows.  

2.2.2.1 Monthly Disbursements . On or before the first day of each calendar month during the construction of the Tenant 
Improvements (or such other date as Landlord may reasonably designate), Tenant shall deliver to Landlord: (i) a request for payment of the 
“Contractor,” as that term is defined in Section 4.1 of this Tenant Work Letter, approved by Tenant, in a form reasonably approved by 
Landlord, showing the schedule, by trade, of percentage of completion of the Tenant Improvements in the Premises, detailing the portion of the 
work completed and the portion not completed; (ii) invoices from the Contractor for labor rendered and materials delivered to the Premises; 
(iii) executed mechanic’s lien releases from all of Tenant’s Agents which shall comply with the appropriate provisions, as reasonably 
determined by Landlord, of California Civil Code Section 3262(d); and (iv) all other information reasonably requested by Landlord. As 
between Landlord and Tenant, Tenant’s request for payment shall be deemed Tenant’s acceptance and approval of the work furnished and/or 
the materials supplied as set forth in Tenant’s payment request, but shall not otherwise be deemed to waive any warranty or other obligation 
that the Contractor may have pursuant to its contract with Tenant. Thereafter, Landlord shall deliver a check to Tenant made jointly payable to 
Contractor and Tenant in payment of the lesser of: (A) the amounts so requested by Tenant, as set forth in this Section 2.2.2.1 , above, less a ten 
percent (10%) retention (the aggregate amount of such retentions to be known as the “ Final Retention ”) (provided, however, that if Tenant’s 
request for payment or invoice from the Contractor includes a ten percent (10%) retention, Landlord shall not withhold an additional retention 
from its payment), and (B) the balance of any remaining available portion of the Tenant Improvement Allowance (not including the Final 
Retention), provided that Landlord does not dispute any request for payment based on non-compliance of any work with the “Approved 
Working Drawings,” as that term is defined in Section 3.4 below, or due to any substandard work. Landlord’s payment of such amounts shall 
not be deemed Landlord’s approval or acceptance of the work furnished or materials supplied as set forth in Tenant’s payment request.  

2.2.2.2 Final Retention . Subject to the provisions of this Tenant Work Letter, a check for any Final Retention held by 
Landlord pursuant to Section 2.2.2.1 , above, payable jointly to Tenant and Contractor shall be delivered by Landlord to Tenant following the 
completion of construction of the Premises, provided that (i) Tenant delivers to Landlord properly executed mechanics lien releases in 
compliance with both California Civil Code Section 3262(d)(2) and either Section 3262(d)(3) or Section 3262(d)(4), (ii) the Tenant 
Improvements are in compliance with the Approved Working Drawings, and (iii) Architect delivers to Landlord a certificate, in a form 
reasonably acceptable to Landlord, certifying that the construction of the Tenant Improvements in the Premises has been substantially 
completed.  

2.2.2.3 Other Terms . Landlord shall only be obligated to make disbursements from the Tenant Improvement Allowance to 
the extent costs are incurred by Tenant for Tenant Improvement Allowance Items. All Tenant Improvement Allowance Items for which the 
Tenant Improvement Allowance has been made available shall be deemed Landlord’s property under the terms of this Lease.  

2.3 Building Standard Components . The quality of Tenant Improvements shall be equal to or of greater quality than the quality of 
Building standard components customary in buildings in comparable properties located in Santa Clara, California, provided that the Tenant 
Improvements shall comply with any specifications reasonably designated by Landlord and communicated to Tenant prior to the design and 
construction of the Tenant Improvements.  
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2.4 Unused Tenant Improvement Allowance .  

2.4.1 Companion Lease Tenant Improvements . Tenant shall have until February 28, 2016 (as such date may be extended by any 
Tenant Improvement Delay) to elect to apply any portion of the total amount of the Tenant Improvement Allowance that remains unused 
following December 31, 2014 (the “ Remaining Allowance ”) to the costs relating to the Tenant Improvements under this Lease or the 
Companion Lease. In the event that Tenant has not fully utilized the Remaining Allowance by February 28, 2016 (as such date may be 
extended by any Tenant Improvement Delay), then all of such unused amounts shall revert to Landlord, and Tenant shall have no further rights 
with respect thereto.  

2.4.2 Base Rent Credit . In the event that after completion of the construction of the Tenant Improvements and Landlord’s last 
disbursement of the Tenant Improvement Allowance pursuant to Section 2.2 and, if applicable, Section 2.4.1 , above, any portion of the Tenant 
Improvement Allowance remains undisbursed and unallocated (the “ Unused Tenant Improvement Allowance ”), Tenant shall have the right, 
by written notice to Landlord, to elect to apply up to Fifty Thousand and 00/100 Dollars ($50,000.00) of any such Unused Tenant Improvement 
Allowance as a credit against Base Rent next coming due under the Lease, provided that in any given month the amount of such credit shall not 
exceed fifty percent (50%) of the Base Rent otherwise due and owing for such month.  

2.5 Failure to Disburse Tenant Improvement Allowance . If Landlord fails to timely fulfill its obligation to fund any portion of the Tenant 
Improvement Allowance, Tenant shall be entitled to deliver notice (the “ Payment Notice ”) thereof to Landlord. If Landlord still fails to fulfill 
any such obligation within twenty (20) business days after Landlord’s receipt of the Payment Notice from Tenant and if Landlord fails to 
deliver notice to Tenant within such twenty (20) business day period explaining Landlord’s reasons that Landlord believes that the amounts 
described in Tenant’s Payment Notice are not due and payable by Landlord (“ Refusal Notice ”), Tenant shall be entitled to offset the amount 
so owed to Tenant by Landlord but not paid by Landlord (or if Landlord delivers a Refusal Notice but only with respect to a portion of the 
amount set forth in the Payment Notice and Landlord fails to pay such undisputed amount as required by the next succeeding sentence, the 
undisputed amount so owed to Tenant), together with interest at the Agreed Interest Rate from the last day of such twenty (20) business day 
period until the date of offset, against Tenant’s next obligations to pay Rent under the Lease. Notwithstanding the foregoing, Landlord hereby 
agrees that if Landlord delivers a Refusal Notice disputing a portion of the amount set forth in Tenant’s Payment Notice, Landlord shall pay to 
Tenant, concurrently with the delivery of the Refusal Notice, the undisputed portion of the amount set forth in the Payment Notice. However, if 
an Event of Tenant’s Default exists under Article 13 of the Lease at the time that such offset would otherwise be applicable, Tenant shall not be 
entitled to such offset until such Default is cured. If Landlord delivers a Refusal Notice, and if Landlord and Tenant are not able to agree on the 
disputed amounts to be so paid by Landlord, if any, within ten (10) days after Tenant’s receipt of a Refusal Notice, Tenant may commence a 
binding arbitration action with respect to such disputed amounts. If Tenant prevails in any such action, the award shall include interest at the 
Agreed Interest Rate calculated from the date of funding by Tenant, if any, or the date such amount was otherwise due to Tenant, as the case 
may be, until the date of Landlord’s payment of such award. Similarly, if Tenant prevails in any such arbitration, Tenant shall be entitled to 
apply such award as a credit against Tenant’s obligations to pay Rent under the Lease, and the award shall include interest at the Agreed 
Interest Rate calculated from the date of funding by Tenant, if any, until the date of Tenant’s application of such amounts as a credit against 
Rent.  
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SECTION 3  

CONSTRUCTION DRAWINGS  

3.1 Selection of Architect/Construction Drawings . Tenant shall retain an architect/space planner approved by Landlord (the “ Architect 
”) to prepare the “Construction Drawings,” as that term is defined in this Section 3.1 , which approval shall not be unreasonably withheld, 
conditioned or delayed. Tenant shall retain engineering consultants approved by Landlord (the “ Engineers ”) to prepare all plans and 
engineering working drawings relating to the structural, mechanical, electrical, plumbing, HVAC, life safety, and sprinkler work in the 
Premises, which work is not part of the Base Building, which approval shall be unreasonably withheld, conditioned or delayed. The plans and 
drawings to be prepared by Architect and the Engineers hereunder shall be known collectively as the “ Construction Drawings .” Tenant shall 
be required to include in its contracts with the Architect and the Engineers a provision which requires a standard and customary license for the 
use of all Construction Drawings to be transferred to Tenant and Landlord upon the Substantial Completion of the Tenant Improvements, 
including, without limitation, a right to make copies thereof; notwithstanding the foregoing, or anything to the contrary set forth herein, 
Landlord shall have no right to license or use any of Tenant’s designs, processes, business plans or other confidential or proprietary information 
contained in the Construction Drawings, all of which shall be kept strictly confidential by Landlord. All Construction Drawings shall be subject 
to Landlord’s approval, which approval shall not be unreasonably withheld, conditioned or delayed. Tenant shall cause Architect to verify, in 
the field, the dimensions and conditions as shown on the relevant portions of the base building plans, and Tenant and Architect shall be solely 
responsible for the same, and Landlord shall have no responsibility in connection therewith. Landlord’s review of the Construction Drawings as 
set forth in this Section 3 , shall be for its sole purpose and shall not imply Landlord’s review of the same, or obligate Landlord to review the 
same, for quality, design, Code compliance or other like matters. Accordingly, notwithstanding that any Construction Drawings are reviewed 
by Landlord or its space planner, architect, engineers and consultants, and notwithstanding any advice or assistance which may be rendered to 
Tenant by Landlord or Landlord’s space planner, architect, engineers, and consultants, Landlord shall have no liability whatsoever in 
connection therewith and shall not be responsible for any omissions or errors contained in the Construction Drawings, and Tenant’s waiver and 
indemnity set forth in this Lease shall specifically apply to the Construction Drawings.  

3.2 Final Space Plan . Subject to the terms and conditions of this Tenant Work Letter, Landlord conceptually approves the relocation and 
installation of equipment from Tenant’s photocathode facility located in Fremont, California as set forth on Schedule 1 attached hereto (the “ 
Fremont Relocation Plan ”), provided that Landlord reserves its right to approve the same as part of the Approved Working Drawings for the 
Tenant Improvements pursuant to this Tenant Work Letter. Tenant shall supply Landlord with four (4) copies signed by Tenant of its final 
space plan for the Premises before any architectural working drawings or engineering drawings have been commenced. The final space plan 
(the “ Final Space Plan ”) shall include a layout and designation of all offices, rooms and other partitioning, their intended use, and equipment 
to be contained therein. Landlord may request clarification or more specific drawings for special use items not included in the Final Space Plan. 
Landlord shall approve or disapprove the Final Space Plan within five (5) business days after Landlord’s receipt thereof, which approval shall 
not be unreasonably withheld, conditioned or delayed. Notwithstanding anything set forth herein to the contrary, Landlord and Tenant hereby 
agree that it shall be deemed reasonable for Landlord to withhold its approval of the Final Space Plan if a “Design Problem” exists. A “ Design 
Problem ” shall mean and refer to any design criteria which would (a) materially and adversely affect the Building Structure or the base 
Building mechanical, electrical, life safety, plumbing, sprinkler and HVAC systems installed or furnished by Landlord; (b) be in non-
compliance with applicable building codes or Laws; (c) cause material interference with other tenants of the Project, or (d) materially and 
adversely affect the certificate of occupancy or its legal equivalent for the Building or any portion thereof. If Tenant is so advised, Tenant shall 
promptly cause the Final Space Plan to be revised to correct any deficiencies or other matters Landlord may reasonably require.  
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3.3 Final Working Drawings . After the Final Space Plan has been approved by Landlord, Tenant shall supply the Engineers with a 
complete listing of standard and non-standard equipment and specifications, including, without limitation, B.T.U. calculations, electrical 
requirements and special electrical receptacle requirements for the Premises, to enable the Engineers and the Architect to complete the “Final 
Working Drawings” (as that term is defined below) in the manner as set forth below. Upon the approval of the Final Space Plan by Landlord 
and Tenant, Tenant shall promptly cause the Architect and the Engineers to complete the architectural and engineering drawings for the 
Premises, and Architect shall compile a fully coordinated set of architectural, structural, mechanical, electrical and plumbing working drawings 
in a form which is complete to allow subcontractors to bid on the work and to obtain all applicable permits (collectively, the “ Final Working 
Drawings ”) and shall submit the same to Landlord for Landlord’s approval, which approval shall not be unreasonably withheld, conditioned 
or delayed; provided that Landlord and Tenant hereby agree that it shall be deemed reasonable for Landlord to withhold its approval of the 
Final Working Drawings if a Design Problem exists or the Final Working Drawings are not substantially consistent with the Final Space Plan. 
Tenant shall supply Landlord with four (4) copies signed by Tenant of such Final Working Drawings. Landlord shall advise Tenant within five 
(5) business days after Landlord’s receipt of the Final Working Drawings for the Premises if the same is unsatisfactory or incomplete in any 
respect, then the parties shall promptly meet and confer and negotiate in good faith to reach an agreement on the Final Working Drawings.  

3.4 Approved Working Drawings . The Final Working Drawings shall be approved by Landlord (the “ Approved Working Drawings ”) 
prior to the commencement of construction of the Premises by Tenant. After approval by Landlord of the Final Working Drawings, Tenant may 
submit the same to the appropriate municipal authorities for all applicable building permits (the “ Permits ”). Tenant hereby agrees that neither 
Landlord nor Landlord’s consultants shall be responsible for obtaining any building permit or certificate of occupancy for the Premises with 
respect to the Tenant Improvements, and that obtaining the same shall be Tenant’s responsibility; provided, however, that Landlord shall 
cooperate with Tenant in executing permit applications and performing other ministerial acts reasonably necessary to enable Tenant to obtain 
any such permit or certificate of occupancy. No changes, modifications or alterations in the Approved Working Drawings may be made without 
the prior written consent of Landlord, which consent may not be unreasonably withheld, conditioned or delayed. In the event that Landlord fails 
to respond to a written request (an “ Approval Request ”) from Tenant for approval of any change to the Approved Working Drawings which 
requires Landlord’s prior written consent within three (3) business days after Landlord’s receipt of such Approval Request, such failure to 
respond shall be deemed Landlord’s approval of the proposed change set forth in the Approval Request. In addition, in the event that Landlord 
disapproves of a proposed change in an Approval Request, Landlord shall provide Tenant with a written explanation of such disapproval and 
the parties shall thereafter meet and confer and negotiate in good faith to reach an agreement with respect to such proposed change. 
Notwithstanding the foregoing, Tenant may make changes to the Approved Working Drawings without Landlord’s prior written consent (but 
with prompt written notice to Landlord setting forth the type, scope and cost of such change) in the event such changes (i) are required by the 
City of Santa Clara or other applicable governmental body having jurisdiction over the Premises, Building or Project and are substantially 
consistent with the design intent of the Approved Working Drawings, or (ii) consist of minor field changes that (A) are consistent with the 
intent or required for the proper execution of the Approved Working Drawings, and (B) will not materially and adversely affect the design, use 
or operation of the Premises or the Tenant Improvements.  
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SECTION 4  

CONSTRUCTION OF THE TENANT IMPROVEMENTS  

4.1 Tenant’s Selection of Contractors .  

4.1.1 The Contractor . A general contractor shall be retained by Tenant to construct the Tenant Improvements. Such general 
contractor (“ Contractor ”) shall be subject to Landlord’s approval, which approval shall not be unreasonably withheld, conditioned or 
delayed. Tenant shall obtain cost estimate bids from a minimum of two (2) general contractors to construct the Tenant Improvements.  

4.1.2 Tenant’s Agents . The Contractor and Tenant’s subcontractors, laborers, materialmen, and suppliers used by Tenant and 
present at the Project are collectively referred to herein as “ Tenant’s Agents ”. All HVAC, plumbing and electrical subcontractors engaged by 
the Contractor shall be subject to Landlord’s approval, which approval shall not be unreasonably withheld, conditioned or delayed.  

4.2 Construction of Tenant Improvements by Tenant’s Agents .  

4.2.1 Construction Contract; Cost Budget . Prior to Tenant’s execution of the construction contract and general conditions with 
Contractor (the “ Contract ”), Tenant shall submit the Contract to Landlord for its approval, which approval shall not be unreasonably 
withheld, conditioned or delayed. Prior to the commencement of the construction of the Tenant Improvements, and after Tenant has accepted 
all bids for the Tenant Improvements, Tenant shall provide Landlord with a detailed breakdown, by trade, of the final costs to be incurred or 
which have been incurred, as set forth more particularly in Sections 2.2.1.1 through 2.2.1.10 , above, in connection with the design and 
construction of the Tenant Improvements to be performed by or at the direction of Tenant or the Contractor, which costs form a basis for the 
amount of the Contract (the “ Final Costs ”). The amount equal to the difference between the amount of the Final Costs and the amount of the 
Tenant Improvement Allowance (less any portion thereof already disbursed by Landlord, or in the process of being disbursed by Landlord, on 
or before the commencement of construction of the Tenant Improvements) shall be referred to as the “ Over-Allowance Amount ”. The Over-
Allowance Amount shall be disbursed by Tenant prior to the disbursement of any portion of the Tenant Improvement Allowance. In the event 
that, after the Final Costs have been delivered by Tenant to Landlord, the costs relating to the design and construction of the Tenant 
Improvements shall change, any additional costs necessary to such design and construction in excess of the Final Costs, shall be paid by Tenant 
promptly as an addition to the Over-Allowance Amount, but Tenant shall continue to provide Landlord with the documents described in 
Sections 2.2.2.1 (i), (ii), (iii) and (iv)  of this Tenant Work Letter, above, for Landlord’s approval, prior to Tenant paying such costs. 
Notwithstanding anything set forth in this Tenant Work Letter to the contrary, construction of the Tenant Improvements shall not commence 
until (a) Landlord has approved the Contract, and (b) Tenant has procured and delivered to Landlord a copy of all Permits.  

4.2.2 Tenant’s Agents .  

4.2.2.1 Landlord’s General Conditions for Tenant’s Agents and Tenant Improvement Work . Tenant’s and Tenant’s Agent’s 
construction of the Tenant Improvements shall comply with the following: (i) the Tenant Improvements shall be constructed in strict 
accordance with the Approved Working Drawings; (ii) Landlord’s reasonable rules and regulations for the construction of improvements in the 
Building, (iii) Tenant’s Agents shall submit schedules of all work relating to the Tenant’s Improvements to Contractor and Contractor shall 
promptly inform Tenant’s Agents of any changes which are necessary thereto, and Tenant’s Agents shall adhere to such corrected schedule; 
and  
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(iv) Tenant shall abide by all reasonable rules made by Landlord’s Building manager with respect to the use of loading dock areas, storage of 
equipment and materials at the Project, and any other matter in connection with this Tenant Work Letter, including, without limitation, the 
construction of the Tenant Improvements. Tenant shall pay a logistical coordination fee (the “ Coordination Fee ”) to Landlord in an amount 
equal to two and one-half percent (2.5%) of the amount of all costs to construct the Tenant Improvements (excluding the cost of building 
permits and architectural fees). The Coordination Fee shall be included in the costs to construct the Tenant Improvements, which Coordination 
Fee shall be for services relating to the coordination of the construction of the Tenant Improvements. Landlord shall deduct the Coordination 
Fee from the Tenant Improvement Allowance and pay its agent on a monthly basis. Tenant shall be responsible for payment of the 
Coordination Fee to the extent that the costs to construct the Tenant Improvements exceed the Tenant Improvement Allowance. In the event of 
a conflict between the Approved Working Drawings and Landlord’s construction rules and regulations, the Approved Working Drawings shall 
prevail.  

4.2.2.2 Indemnity . Tenant’s indemnity of Landlord as set forth in this Lease (including all applicable exceptions and 
limitations thereto) shall also apply with respect to any and all costs, losses, damages, injuries and liabilities related in any way to any act or 
omission of Tenant or Tenant’s Agents, or anyone directly or indirectly employed by any of them, or in connection with Tenant’s non-payment 
of any amount arising out of the Tenant Improvements (which non-payment was not the result of a breach of Landlord’s obligations under this 
Tenant Work Letter) and/or Tenant’s disapproval of all or any portion of any request for payment. Such indemnity by Tenant, as set forth in 
this Lease, shall also apply with respect to any and all costs, losses, damages, injuries and liabilities related in any way to Landlord’s 
performance of any ministerial acts reasonably necessary (i) to permit Tenant to complete the Tenant Improvements, and (ii) to enable Tenant 
to obtain any building permit or certificate of occupancy for the Premises.  

4.2.2.3 Requirements of Tenant’s Agents . Tenant shall obtain an industry-standard warranty from the Contractor for the 
benefit of Tenant and Landlord that the Tenant Improvements shall be free from any defects in workmanship and materials for a period of not 
less than one (1) year from the date of completion thereof. Such warranty as to materials or workmanship of or with respect to the Tenant 
Improvements shall be contained in the Contract and shall be written such that such warranty shall inure to the benefit of both Landlord and 
Tenant, as their respective interests may appear, and can be directly enforced by either. Tenant covenants to give to Landlord any assignment or 
other assurances which may be necessary to effect such right of direct enforcement.  

4.2.2.4 Insurance Requirements .  

4.2.2.4.1 General Coverages . Tenant shall cause the Contractor and all of Tenant’s Agents to carry worker’s 
compensation insurance covering all of their respective employees, and to also carry public liability insurance, including property damage, all 
with limits, in form and with companies reasonably acceptable to Landlord.  

4.2.2.4.2 Special Coverages . Tenant shall carry “Builder’s All Risk” insurance in an amount covering the cost of 
construction of the Tenant Improvements, and such other standard and customary insurance as Landlord may reasonably require, it being 
understood and agreed that the Tenant Improvements shall be insured by Tenant pursuant to this Lease immediately upon completion thereof. 
Such insurance shall be in amounts and shall include such extended coverage endorsements as may be reasonably required by Landlord 
including, but not limited to, the requirement that all of Tenant’s Agents shall carry excess liability and Products and Completed Operation 
Coverage insurance, each in amounts not less than $500,000 per incident, $1,000,000 in aggregate.  
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4.2.2.4.3 General Terms . Certificates for all insurance carried pursuant to this Section 4.2.2.4 shall be delivered to 
Landlord before the commencement of construction of the Tenant Improvements and before the Contractor’s equipment is moved onto the site. 
All such policies of insurance must contain a provision that the company writing said policy will give Landlord thirty (30) days prior written 
notice of any cancellation or lapse of the effective date or any reduction in the amounts of such insurance so long as such provision is 
obtainable at a commercially reasonable cost, but in any event Tenant shall provide Landlord not less than ten (10) days prior written notice of 
any cancellation or lapse of the effective date or any reduction in the amounts of such insurance. In the event that the Tenant Improvements are 
damaged by any cause during the course of the construction thereof, Tenant shall promptly repair or cause the repair of the same at no cost or 
expense to Landlord, subject to the provisions of Article 11 of the Lease. Tenant’s Agents shall maintain all of the foregoing insurance 
coverage in force until the Tenant Improvements are fully completed and accepted by Landlord, except for any Products and Completed 
Operation Coverage insurance required by Landlord, which is to be maintained for three (3) years following completion of the work and 
acceptance by Landlord and Tenant. All policies carried under this Section 4.2.2.4 shall name Landlord and Tenant as additional insureds. All 
insurance, except Workers’ Compensation, maintained by Tenant’s Agents shall preclude subrogation claims by the insurer against anyone 
insured thereunder. Such insurance shall provide that it is primary insurance as respects the owner and that any other insurance maintained by 
owner is excess and noncontributing with the insurance required hereunder. The requirements for the foregoing insurance shall not derogate 
from the provisions for indemnification of Landlord by Tenant under Section 4.2.2.2 of this Tenant Work Letter. In no event shall Landlord 
require Tenant to obtain a lien and completion bond or other alternate form of security to ensure the lien-free completion of the Tenant 
Improvements.  

4.2.3 Governmental Compliance . The Tenant Improvements shall comply in all material respects with the following: (i) the Code 
and other state, federal, city or quasi-governmental laws, codes, ordinances and regulations, as each may apply according to the rulings of the 
controlling public official, agent or other person; (ii) applicable standards of the American Insurance Association (formerly, the National Board 
of Fire Underwriters) and the National Electrical Code; and (iii) building material manufacturer’s specifications, as applicable.  

4.2.4 Inspection by Landlord . Tenant shall use commercially reasonable efforts to provide Landlord with reasonable prior notice of 
any inspection to be performed by a governmental entity in connection with the construction of the Tenant Improvements in order to allow 
Landlord to be present during such inspection. Landlord shall have the right to inspect the Tenant Improvements at all times, provided 
however, that Landlord’s failure to inspect the Tenant Improvements shall in no event constitute a waiver of any of Landlord’s rights hereunder 
nor shall Landlord’s inspection of the Tenant Improvements constitute Landlord’s approval of the same. Should Landlord reasonably 
disapprove any portion of the Tenant Improvements, Landlord shall notify Tenant in writing of such disapproval and shall specify the items 
disapproved. Any defects or deviations in, and/or reasonable disapproval by Landlord of, the Tenant Improvements shall be rectified by Tenant 
at no expense to Landlord.  

4.2.5 Meetings . Commencing upon the execution of this Lease, Tenant shall hold weekly meetings at a reasonable time, with the 
Architect and the Contractor regarding the progress of the preparation of Construction Drawings and the construction of the Tenant 
Improvements, and Landlord and/or its agents shall receive prior notice of, and shall have the right to attend, all such meetings. In addition, 
minutes shall be taken at all such meetings, a copy of which minutes shall be delivered to Landlord. One such meeting each month shall include 
the review of Contractor’s current request for payment.  
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4.3 Notice of Completion; Copy of Record Set of Plans . Within ten (10) days after completion of construction of the Tenant 
Improvements, Tenant shall cause a Notice of Completion to be recorded in the office of the Recorder of the county in which the Building is 
located in accordance with Section 3093 of the Civil Code of the State of California or any successor statute, and a copy thereof shall be 
furnished to Landlord upon such recordation. If a Notice of Completion is not so recorded, Landlord may execute and file the same on behalf of 
Tenant as Tenant’s agent for such purpose, at Tenant’s sole cost and expense. At the conclusion of construction of the Tenant Improvements, 
Tenant shall (i) cause the Architect to prepare final as-built drawings for the Premises, (B) cause the Architect and the Contractor to certify to 
the best of their knowledge that the “record-set” of as-built drawings are true and correct, which certification shall survive the expiration or 
termination of this Lease, and (C) cause the delivery to Landlord of four (4) sets of copies of such record set of drawings within ninety 
(90) days following issuance of all governmental permits and approvals required for the completion of the Tenant Improvements and 
occupancy of the Premises affected thereby, and (ii) Tenant shall deliver to Landlord a copy of all warranties, guaranties, and operating 
manuals and information relating to the Tenant Improvements.  

SECTION 5  

MISCELLANEOUS  

5.1 Tenant’s Representative . Tenant has designated Mr. Jeff Andreson as its sole representative with respect to the matters set forth in 
this Tenant Work Letter, who shall have full authority and responsibility to act on behalf of the Tenant as required in this Tenant Work Letter.  

5.2 Landlord’s Representative . Landlord has designated Mr. Paul Turek as its sole representatives with respect to the matters set forth in 
this Tenant Work Letter, who, until further notice to Tenant, shall have full authority and responsibility to act on behalf of the Landlord as 
required in this Tenant Work Letter.  

5.3 Time of the Essence in This Tenant Work Letter . Unless otherwise indicated, all references herein to a “number of days” shall mean 
and refer to calendar days. If any item requiring approval is timely disapproved by Landlord, the parties shall meet and confer and negotiate in 
good faith to reach an agreement on such matter.  

5.4 Tenant’s Lease Default . Notwithstanding any provision to the contrary contained in this Lease, if an Event of Tenant’s Default as 
described in the Lease or this Tenant Work Letter has occurred at any time on or before the Substantial Completion of the Tenant 
Improvements, then (i) in addition to all other rights and remedies granted to Landlord pursuant to this Lease, Landlord shall have the right to 
withhold payment of all or any portion of the Tenant Improvement Allowance and/or Landlord may cause Contractor to cease the construction 
of the Premises (in which case, Tenant shall be responsible for any delay in the substantial completion of the Premises caused by such work 
stoppage), and (ii) all other obligations of Landlord under the terms of this Tenant Work Letter shall be forgiven until such time as such default 
is cured pursuant to the terms of this Lease (in which case, Tenant shall be responsible for any delay in the substantial completion of the 
Premises caused by such inaction by Landlord).  
   

EXHIBIT B  
-10-  



SCHEDULE 1 TO EXHIBIT B  

FREMONT RELOCATION PLAN  
   

  

Fremont Photocathode Facility Overview  

GaAs and InGaAsP MOCVD (Metal Organic Chemical Vapor Deposition) reactors. Process plumbing includes supply gasses (N2, CDA, H2, 
Arsine & Phosphine), cooling water and exhaust ducting/pumps. Life Safety system.  

Semi conductor processing tools: Dicers, Aligners, photo resist spinners, bonders, microscopes.  

Thin Film deposition tools: PEVCD (Silane gas), Sputter and E-beam tools (gold, nickel, etc.).  

Wet chemistry processing: exhausted wet benches (solvents and acid/bases).  

Facility Pad support Equipment: Acid Waste Neutralization, Arsenic treatment system, Process cooling water, DI water, HF waste storage, N2 
tank, H2 tank.  
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EXHIBIT C  

NO RESERVED PARKING AREA  
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EXHIBIT D  

OPTION TO EXTEND  

This Exhibit D (this “ Exhibit ”) is made in connection with and is a part of that certain Lease, dated as of March      , 2014, by and 
between M WEST PROPCO X, LLC, a Delaware limited liability company, as Landlord, and INTEVAC, INC., a Delaware corporation, as 
Tenant, (the “ Lease ”).  

1. Definitions and Conflict . All capitalized terms referred to in this Exhibit shall have the same meaning as provided in the Lease, except 
as expressly provided to the contrary in this Exhibit. In case of any conflict between any term or provision of the Lease and any exhibits 
attached thereto and this Exhibit, this Exhibit shall control.  

2. Option to Extend and Rent During the Extended Period : Tenant shall have one (1) option to extend the Lease Term for a period of five 
(5) years (the period shall be referred to as the “ Extension Period ”) by giving delivering notice of exercise of such option (“ Extension 
Option Notice ”) to Landlord at least two hundred seventy (270) days, but not more than three hundred sixty-five (365) days, prior to the 
expiration of the initial Lease Term. The Extension Period shall commence, if at all, immediately following the expiration of the initial Lease 
Term. If Tenant is in default, after notice and the expiration of the applicable cure period, under any term or provision of the Lease on the date 
of giving an Extension Option Notice, or if Tenant is in default, after notice and the expiration of the applicable cure period, under any term or 
provision of the Lease on the date of the applicable Extension Period is to commence, the Extension Period at the option of Landlord shall not 
commence and the Lease shall expire at the end of initial Lease Term. The Extension Period shall be upon all of the terms and provisions of the 
Lease, except that (i) the Base Monthly Rent during such Extension Period shall be one hundred percent (100%) of then Fair Market Rent, 
(ii) any work, allowance, free rent, or concession provided by Landlord in connection with the commencement of the initial Lease Term shall 
not apply; and (iii) Tenant shall not have any additional option to extend.  

2.1 Fair Market Rent . The term “ Fair Market Rent ” for purposes of determining Base Monthly Rent during the Extension Period 
shall mean the base monthly rent generally applicable to full-building leases at comparable class buildings of comparable size, age and quality 
of the Premises in the Santa Clara area projected as of the first day of the Extension Period by giving due consideration for the quality of the 
Building and improvements therein (including the quality of the then existing improvements in the Premises), the quality for credit tenants, for 
a term comparable to the Extension Period at the time the commencement of the Extension Period is scheduled to commence, and for 
comparable space that is not subleased or subject to another party’s expansion rights or not leased to a tenant that holds an ownership interest in 
the landlord, taking into account rental structure, including, without limitation, rental rates per rentable square foot (including whether gross or 
net, and if gross adjusting for base year or expense stop), additional rental, all other payments and escalations, the size of the Premises 
compared to the size of the premises of the comparison leases, location, floor levels and efficiencies of the floor(s) for which the determination 
is being made, free rent, moving expenses and other cash payments, allowances or monetary concessions provided to Tenant, the age and 
quality of construction of the Building, and leasehold improvements and/or allowances, including the amounts thereof in renewal leases, and 
taking into account, in the case of renewal leases (including this Lease), the value of existing leasehold improvements, but without any 
deduction for commissions whether or not incurred by Landlord, and otherwise subject to the terms and conditions of this Lease that will be 
applicable during the Extension Period.  

2.2 Procedure to Determine Fair Market Rent . Landlord shall notify Tenant in writing of Landlord’s determination of the Fair 
Market Rent (“ Landlord’s FMR ”) within thirty (30) days after receipt of the Extension Option Notice. Within thirty (30) days after Tenant’s 
receipt of such written notice of Landlord’s FMR, Tenant shall have the right either to: (i) accept Landlord’s FMR, or (ii) elect to have the Fair 
Market Rent determined in accordance with the appraisal procedure set forth below. The failure of Tenant to deliver written notice of its 
election under the preceding sentence shall be deemed an acceptance of Landlord’s FMR. The election (or deemed election) by Tenant under 
this section shall be non-revocable and binding on the parties.  
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2.3 Appraisers . If Tenant has elected to have the Fair Market Rent determined by an appraisal, then within ten (10) days after 
receipt of Tenant’s written notice of such an election, each party, by delivering written notice to the other party, shall appoint a broker to render 
a written opinion of the Fair Market Rent for the Extension Period. Each broker must be a real estate broker licensed in the State where the 
Building is located for at least five years and with at least five years’ experience in the appraisal of rental rates of leases or in the leasing of 
space in office buildings in the area in which the Building is located and otherwise unaffiliated with either Landlord or Tenant. The two brokers 
shall render their written opinion of the Fair Market Rent for the Extension Period to Landlord and Tenant within thirty (30) days after the 
appointment of the second broker. If the Fair Market Rent of each broker is within three percent (3%) of each other, then the average of the two 
appraisals of Fair Market Rent shall be the Fair Market Rent for the Extension Period. If one party does not appoint its broker as provided 
above, then the one appointed shall determine the Fair Market Rent. The Fair Market Rent so determined under this section shall be binding on 
Landlord and Tenant.  

2.4 Third Appraiser . If the Fair Market Rent determined by the brokers is more than three percent (3%) apart, then the two brokers 
shall pick a third broker within ten (10) days after the two brokers have rendered their opinions of Fair Market Rent as provided above. If the 
two brokers are unable to agree on the third broker within said ten (10) day period, Landlord and Tenant shall mutually agree on the third 
broker within ten (10) days thereafter. If the parties do not agree on a third qualified broker within ten (10) days, then at the request of either 
Landlord or Tenant, such third broker shall be promptly appointed by the then Presiding Judge of the Superior Court of the State of California 
for the County where the Building is located. The third broker shall be a person who has not previously acted in such capacity for either party 
and must meet the qualifications stated above.  

2.5 Impartial Appraisal . Within thirty (30) days after its appointment, the third broker (the “ Third Party ”), Landlord’s broker and 
Tenant’s broker shall reach a decision as to whether the parties shall use the appraisal made by the Landlord’s or Tenant’s broker as the Fair 
Market Rent for the Extension Period, and shall notify Landlord and Tenant thereof. The three brokers may not offer any different opinion or 
recommendation of Fair Market Rent. The decision of the majority of the three brokers shall be binding upon Landlord and Tenant. The Fair 
Market Rent determined in accordance with the foregoing procedure shall be binding on the parties.  

2.6 Appraisal Costs . Each party shall bear the cost of its own appraiser and one-half (1/2) the cost of the third appraiser, unless the 
Fair Market Rent of the Third Opinion is within five percent (5%) either party’s FMR, in which case the other party shall bear the entire cost of 
the third appraiser.  

2.7 Acknowledgment of Rent . After the Fair Market Rent for the Extension Period has been established in accordance with the 
foregoing procedure, Landlord and Tenant shall promptly execute an amendment to the Lease to reflect the Base Monthly Rent for the 
Extension Period.  

2.8 Personal Option . The foregoing option to extend is personal to the original Tenant signing the Lease (and any Transferee 
pursuant to a Permitted Transfer), but may not be assigned or transferred to or exercised by any other assignee, sublessee or transferee under a 
Transfer.  

2.9 Conditions to Exercise . The foregoing option to extend may only be exercised by Tenant if Tenant then occupies not less than 
seventy-five percent (75%) of the Premises.  
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EXHIBIT E  

APPROVED HAZARDOUS MATERIALS EXHIBIT  

[see attached]  
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EXHIBIT F  

FORM OF LETTER OF CREDIT  

BANK OF AMERICA  
1 FLEET WAY  
SCRANTON, PA 18507-1999  
ATTN: GTO – STANDBY UNIT  

DATE:  

IRREVOCABLE STANDBY LETTER OF CREDIT NUMBER                                       

APPLICANT:  

BENEFICIARY:  

AMOUNT: USD  

EXPIRY DATE:  

EXPIRE PLACE: OUR COUNTERS  

GENTLEMEN:  

WE HEREBY ISSUE THIS IRREVOCABLE LETTER OF CREDIT NO.                      IN YOUR FAVOR, FOR THE ACCOUNT OF 
APPLICANT, FOR UP TO AN AGGREGATE AMOUNT OF USD                      AVAILABLE BY YOUR DRAFT(S) DRAWN ON US AT 
SIGHT, ACCOMPANIED BY THE FOLLOWING:  
   

   

QUOTE  
BENEFICIARY IS PERMITTED TO DRAW ON THIS LETTER OF CREDIT UNDER THE EXPRESS TERMS OF THE LEASE DATED 
                     , BY AND BETWEEN                                      AND  
                                                                  (THE “LEASE”)  
UNQUOTE  

OR  
QUOTE  
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1. THE ORIGINAL OF THIS LETTER OF CREDIT AND AMENDMENT(S), IF ANY. 

2. BENEFICIARY’S WRITTEN, DATED STATEMENT ON BENEFICIARY LETTERHEAD SIGNED BY AN OFFICER READING: 



BENEFICIARY IS ENTITLED TO DRAW DOWN THE FULL AMOUNT OF LETTER OF CREDIT NO.                      AS THE RESULT 
OF THE FILING OF A VOLUNTARY PETITION UNDER THE U.S. BANKRUPTCY CODE OR A STATE BANKRUPTCY CODE BY 
THE TENANT UNDER THE LEASE, WHICH FILING HAS NOT BEEN DISMISSED AT THE TIME OF THIS DRAWING.  
UNQUOTE  

OR  

QUOTE  
BENEFICIARY IS ENTITLED TO DRAW DOWN THE FULL AMOUNT OF LETTER OF CREDIT NO.                      AS THE RESULT 
OF AN INVOLUNTARY PETITION HAVING BEEN FILED UNDER THE U.S. BANKRUPTCY CODE OR A STATE BANKRUPTCY 
CODE AGAINST THE TENANT UNDER THE LEASE, WHICH FILING HAS NOT BEEN DISMISSED AT THE TIME OF THIS 
DRAWING.  
UNQUOTE  

PARTIAL DRAWINGS ARE PERMITTED.  

IT IS A CONDITION OF THIS LETTER OF CREDIT THAT IT IS DEEMED TO BE AUTOMATICALLY EXTENDED WITHOUT 
AMENDMENT FOR PERIOD(S) OF ONE YEAR EACH FROM THE CURRENT EXPIRY DATE HEREOF, OR ANY FUTURE 
EXPIRATION DATE, UNLESS AT LEAST THIRTY (30) DAYS PRIOR TO ANY EXPIRATION DATE, WE NOTIFY YOU BY 
REGISTERED MAIL OR OVERNIGHT COURIER AT THE ABOVE LISTED ADDRESS THAT WE ELECT NOT TO CONSIDER THIS 
LETTER OF CREDIT EXTENDED FOR ANY SUCH ADDITIONAL PERIOD.  

ANY SUCH NOTICE SHALL BE EFFECTIVE WHEN SENT BY US AND UPON SUCH NOTICE TO YOU, YOU MAY DRAW AT ANY 
TIME PRIOR TO THE THEN CURRENT EXPIRATION DATE, UP TO THE FULL AMOUNT THEN AVAILABLE HEREUNDER, 
AGAINST YOUR DRAFT(S) DRAWN ON US AT SIGHT AND THE ORIGINAL OF THIS LETTER OF CREDIT AND ALL 
AMENDMENTS THERETO, ACCOMPANIED BY YOUR STATEMENT, SIGNED BY AN AUTHORIZED OFFICER ON YOUR 
LETTERHEAD STATING THAT YOU ARE IN RECEIPT OF BANK OF AMERICA, N.A.’S NOTICE OF NON-EXTENSION UNDER 
LETTER OF CREDIT NO.                      AND THE APPLICANT’S OBLIGATION TO YOU REMAINS.  

THIS LETTER OF CREDIT IS TRANSFERABLE, ONE OR MORE TIMES, IN FULL AND NOT IN PART. ANY TRANSFER MADE 
HEREUNDER MUST CONFORM STRICTLY TO THE TERMS HEREOF AND TO THE CONDITIONS OF RULE 6 OF THE 
INTERNATIONAL STANDBY PRACTICES (ISP98) FIXED BY THE INTERNATIONAL CHAMBER OF COMMERCE, PUBLICATION 
NO. 590. SHOULD YOU WISH TO EFFECT A TRANSFER UNDER THIS CREDIT, SUCH TRANSFER WILL BE SUBJECT TO THE 
RETURN TO US OF THE ORIGINAL CREDIT INSTRUMENT, ACCOMPANIED BY OUR FORM OF TRANSFER, PROPERLY 
COMPLETED AND SIGNED BY AN AUTHORIZED SIGNATORY OF YOUR FIRM, BEARING YOUR BANKERS STAMP AND 
SIGNATURE AUTHENTICATION AND SUBJECT TO YOUR PAYMENT OF OUR TRANSFER FEE. SUCH TRANSFER FORM IS 
AVAILABLE UPON REQUEST.  

DRAFT(S) MUST STATE: “DRAWN UNDER BANK OF AMERICA, N.A. STANDBY L/C NO.                      DATED                      .”  

DRAFTS AND DOCUMENTS MUST BE PRESENTED AT OUR OFFICE ADDRESSED: BANK OF AMERICA, N.A., 1 FLEET WAY, 
SCRANTON, PA 18507-1999, ATTN: GTO - STANDBY DEPT. PRESENTATION OF A DRAWING UNDER THIS LETTER OF CREDIT 
MAY BE MADE ON OR PRIOR  
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TO THE THEN CURRENT EXPIRATION DATE HEREOF BY HAND DELIVERY, COURIER SERVICE, OVERNIGHT MAIL, OR 
FACSIMILE. PRESENTATION BY FACSIMILE TRANSMISSION SHALL BE BY TRANSMISSION OF THE ABOVE REQUIRED 
SIGHT DRAFT DRAWN ON US TOGETHER WITH THIS LETTER OF CREDIT TO OUR FACSIMILE NUMBER, (              ) 
                     ATTENTION: THE MANAGER, STANDBY LETTER OF CREDIT DEPARTMENT, WITH TELEPHONIC 
CONFIRMATION OF OUR RECEIPT OF SUCH FACSIMILE TRANSMISSION AT OUR TELEPHONE NUMBER (              ) 
                     OR TO SUCH OTHER FACSIMILE OR TELEPHONE NUMBERS, AS TO WHICH YOU HAVE RECEIVED WRITTEN 
NOTICE FROM US AS BEING THE APPLICABLE SUCH NUMBER).  

WE HEREBY AGREE WITH YOU THAT DRAFT(S) DRAWN UNDER AND IN COMPLIANCE WITH THE TERMS OF THIS LETTER 
OF CREDIT SHALL BE DULY HONORED UPON DUE PRESENTATION TO US.  

THIS LETTER OF CREDIT IS SUBJECT TO THE INTERNATIONAL STANDBY PRACTICES (ISP98), THE INTERNATIONAL 
CHAMBER OF COMMERCE, PUBLICATION NO. 590.  
   

   
EXHIBIT F  

-3-  

  

   

BANK OF AMERICA, N.A. 



TABLE OF CONTENTS  
   

   
(i)  

          Page   

ARTICLE 1     DEFINITIONS      4    

ARTICLE 2     DEMISE, CONSTRUCTION, AND ACCEPTANCE      7    

ARTICLE 3     RENT      8    

ARTICLE 4     USE OF PREMISES      14    

ARTICLE 5     TRADE FIXTURES AND ALTERATIONS      16    

ARTICLE 6     REPAIR AND MAINTENANCE      20    

ARTICLE 7     WASTE DISPOSAL AND UTILITIES      22    

ARTICLE 8     OPERATING EXPENSES      28    

ARTICLE 9     INSURANCE      34    

ARTICLE 10     LIMITATION ON LANDLORD ’S LIABILITY AND INDEMNITY      36    

ARTICLE 11     DAMAGE TO PREMISES      37    

ARTICLE 12     CONDEMNATION      39    

ARTICLE 13     DEFAULT AND REMEDIES      40    

ARTICLE 14     ASSIGNMENT AND SUBLETTING      43    

ARTICLE 15     GENERAL PROVISIONS      48    



SUBORDINATION, NON-DISTURBANCE AND ATTORNMENT AGREEMENT  

This Subordination, Non-Disturbance and Attornment Agreement ( “Agreement” ) is effective as of the date of execution by the last of 
the parties hereto to execute their respective signatures as set forth below (the “Effective Date” ) between THE BANK OF NEW YORK 
MELLON, a New York banking corporation, not in its individual capacity but solely as Trustee under the Reserve Trust Agreement for the 
PICA HARTFORD LIFE & ACCIDENT COMFORT TRUST and THE BANK OF NEW YORK MELLON, a New York banking 
corporation, not in its individual capacity but solely as Trustee under the Reserve Trust Agreement for the PAR U HARTFORD LIFE & 
ANNUITY COMFORT TRUST (together with its successors or assigns in interest, collectively “Lender”) with a mailing address c/o 
Prudential Asset Resources, Inc., 2100 Ross Avenue, Suite 2500, Dallas, Texas 75201, and INTEVAC, INC., a Delaware corporation 
(“Tenant”, which includes any assigns and successors in interest of Tenant permitted under the Lease), with a current mailing address of 
Intevac, Inc., 3560 Bassett Street, Santa Clara, California 95054: Attn: Chief Financial Officer.  

RECITALS:  

A. Lender is the current owner and the holder of a loan evidenced by a Promissory Notes (collectively, the “Note” ) dated October 1, 
2008, in the original aggregate amount of $115,000,000.00. The Note is secured by a Deed of Trust, Security Agreement and Fixture Filing 
dated the same date as said Note, and recorded under Document No. 20003674 of the Real Property Records of Santa Clara County, California 
(as the same may have been subsequently amended, extended, assigned or otherwise modified, hereinafter referred to as the “Mortgage” ), 
covering the real property described therein (the “Mortgaged Premises” ), including certain premises located at 3560-3580 Basset Street, 
Sunnyvale, CA (the “Subject Premises” ).  

B. Tenant is the tenant under that certain Lease Agreement dated March 20, 2014 (the “Lease” ), between Tenant and M West Propco X 
LLC, a Delaware limited liability company, as landlord (said landlord and its successors and assigns under the Lease, except Lender and those 
claiming under Lender, hereinafter called “Landlord” ), covering part of the Subject Premises as set forth under the Lease (hereinafter called 
the “Demised Premises” ).  
   

Prepared By and After Recording Return To:     

Bryan Cave LLP     
2200 Ross Avenue, Suite 3300     
Dallas, Texas 75201     
Attn: Ed Fields     

   Recording information above this line 

   Prudential Loan No. 703000212 
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C. Tenant and Lender desire to confirm their understanding with respect to the Lease and the Mortgage.  

THEREFORE, in consideration of the mutual covenants and agreements herein contained and other good valuable consideration, the 
receipt and sufficiency of which are hereby acknowledged by all parties, Lender and Tenant agree as follows:  

1. Subordination . The Lease is now, and will at all times and for all purposes be, subject and subordinate, in every respect, to the 
Mortgage and the lien imposed by the Mortgage, with the provisions of this Agreement (as between the Tenant and Lender only) controlling 
over the provisions of the Lease. The Lease is subordinate and subject, in each and every respect, to any and all increases, renewals, 
modifications, extensions, substitutions, replacements and/or consolidations of the Mortgage (collectively a “Modification” ), and all other 
loan documents securing the Note, provided that any and all Modifications shall nevertheless be subject to the terms of this Agreement.  

2. Non-Disturbance . So long as Tenant is not in default, beyond the applicable cure periods, under any of the terms, provisions, 
agreements, covenants, or obligations set forth in the Lease (a) Lender shall not name or join Tenant as a defendant in any exercise of Lender’s 
rights and remedies arising upon default under the Mortgage, unless applicable law requires Tenant to be made a party, and (b) Tenant’s 
possession of the Demised Premises under said Lease shall not be disturbed or interfered with by Lender.  

3. Attornment . If Lender or any other party succeeds to the interest of Landlord under the Lease in any manner ( “Successor 
Landlord” ), including but not limited to foreclosure, exercise of any power of sale, succession by deed in lieu or other conveyance (a 
“Succession” ), Tenant will attorn to and be bound to Successor Landlord upon Succession and will recognize any Successor Landlord as the 
landlord under the Lease. The Lease shall continue in full force and effect as a direct lease, in accordance with its terms, except as provided in 
this Agreement. Such attornment is effective and self-operative without the execution of any further instrument. Tenant, upon request, will sign 
and deliver any instruments reasonably requested to evidence such attornment. Tenant waives the provisions of any statute or rule of law, now 
or hereafter in effect, which may give or purport to give Tenant any right or election to terminate or otherwise adversely affect the Lease and 
the obligations of Tenant thereunder as a result of any such foreclosure or trustee’s sale. Lender shall use commercially reasonable efforts to 
exercise Lender’s remedies pursuant to the Mortgage in a manner that does not materially and adversely affect Tenant’s ability to operate its 
business in the Demised Premises.  

4. Limitation on Successor Landlord’s Liability . Upon any Succession, Successor Landlord shall not be (a) liable for any act or 
omission of the Landlord under said Lease, provided that the Successor Landlord shall be obligated to cure any Continuing Defaults (as defined 
below), (b) subject to any offsets or defenses which Tenant may have against the Landlord arising or occurring prior to the Succession, except 
for offsets pertaining to rent abatement, tenant improvement allowances or other credits, expressly provided for in the Lease, (c) bound by any 
rent or additional rent which Tenant may have paid to Landlord for more than the current month, except for monthly payments of common area 
maintenance charges, unreconciled capital improvement payments, property taxes, and so-called “free rent” or rental abatement provided in the 
Lease, (d) bound by any amendment or modification of the Lease that would reduce or shorten any economic  
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obligations of Tenant under the Lease or materially impair Landlord’s rights under the Lease made without Lender’s prior written consent, 
which consent shall not be unreasonably withheld, conditioned or delayed, (e) liable for any security deposit paid by Tenant to Landlord except 
to the extent such deposit is delivered to Successor Landlord, or (f) liable for the payment of any leasing commissions, the triggering event for 
which arose or occurred prior to the Succession. Any reference to Landlord includes all prior landlords under the Lease. Successor Landlord 
shall not be liable for the performance of the obligations of the Landlord under the Lease, except for those obligations which first arise during 
the period of Successor Landlord’s ownership of the Subject Premises and for “Continuing Defaults” (as defined below). In the case of a 
casualty or condemnation repair obligation, during the time period during which Lender is the Successor Landlord, Lender must receive the 
insurance or condemnation proceeds as a condition precedent to Lender’s repair obligation under the Lease.  

A “Continuing Default” is defined as a non-monetary default by Landlord under the Lease that began prior to Succession, is ongoing and 
continuing following Succession, and is susceptible to being cured. Successor Landlord shall only have liability for actual damages (not 
consequential or special damages) that arise after Succession as a result of its failure to cure a Continuing Default.  

5. Tenant’s Warranty . Tenant warrants to Lender, as of the date hereof, that (a) attached hereto as Exhibit A is a true, correct and 
complete copy of the Lease, (b) to Tenant’s current actual knowledge, there are no known defaults on the part of Landlord, (c) the Lease is a 
complete statement of the agreement of the parties with respect to the leasing of the Demised Premises, (d) the Lease is validly executed by 
Tenant and in full force and effect, and (e) to Tenant’s current actual knowledge, all conditions to the effectiveness or continuing effectiveness 
thereof required to be satisfied as of the date hereof have been satisfied. Tenant acknowledges and warrants to Lender that Tenant has not 
entered into any agreement to subordinate the Lease or any of Tenant’s rights under the Lease to any lien or mortgage other than the Mortgage.  

Each party hereto further represents and warrants to the other party hereto that such party: (i) is not a person or entity with whom the 
other party is restricted from doing business with under regulations of the Office of Foreign Assets Control (“OFAC”) of the U.S. Department 
of the Treasury (including, but not limited to, those named on OFAC’s Specially Designated Nationals and Blocked Persons list) or under any 
statute, executive order (including, but not limited to, the September 24, 2001 Executive Order Blocking Property and Prohibiting Transactions 
With Persons Who Commit, Threaten to Commit, or Support Terrorism), or other governmental action; (ii) is not a person or entity with whom 
the other party is restricted from doing business under the International Money Laundering Abatement and Financial Anti-Terrorism Act of 
2001 or the regulations or orders thereunder; and (iii) is not knowingly engaged in any dealings or transaction or be otherwise associated with 
such persons or entities described in (i) and (ii) above.  

6. Lender Cure Rights . Tenant will notify Lender in writing of any default by Landlord under the Lease that would entitle Tenant to 
cancel or terminate the Lease or abate the rents payable thereunder. Such notice shall be sent to Lender at 2100 Ross Avenue, Suite 2500, 
Dallas, Texas 75201, Reference Loan No. 703000212, certified mail, return receipt requested. Lender shall thereafter have forty-five (45) days 
to cure the default by Landlord, provided that if the default does not arise solely from the nonpayment of money and cannot reasonably be 
cured within  
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the time period set forth above, then Lender will have such additional time as is reasonably necessary to cure the default so long as Lender 
commences the cure thereof within original time period set forth above and diligently and in good faith pursues same to completion, and so 
long as Tenant’s use and enjoyment of the Demised Premises is not materially impaired during such period. Lender has no obligation to cure 
any default by Landlord and shall have no liability for not curing any default. Notwithstanding the foregoing, if Tenant shall inadvertently fail 
to provide such notice of Landlord’s default or breach to Lender, such failure shall not constitute a default of Tenant hereunder or under the 
Lease, but no such notice shall be binding on Lender until actually delivered by Tenant in accordance with the above notice provisions.  

7. Exculpation of Successor Landlord . Notwithstanding anything to the contrary in this Agreement or the Lease, Tenant shall look 
exclusively to Successor Landlord’s interest in the Mortgaged Premises or any proceeds from the disposition thereof, any rents or profits 
derived from the Mortgaged Premises, or any insurance or condemnation proceeds related thereto, for the satisfaction of Tenant’s remedies in 
the event of (a) default by Successor Landlord as landlord under the Lease, (b) any indemnity obligation that arises pursuant to the Lease, or 
(c) any payment or discharge of any money judgment in favor of Tenant against Successor Landlord with respect to the Lease.  

8. Rent Payment . Immediately upon written notice to Tenant (a) that Lender is exercising its rights under the Mortgage or any other 
loan documents acting to secure the Note following a default under the Loan, or (b) of Lender’s succeeding to the Landlord’s interest under the 
Lease, Tenant agrees to pay all rents due under the Lease directly to Lender in accordance with the Lease. In such event, Landlord hereby 
expressly authorizes Tenant to make such payments to Lender and further agrees that any sums paid to Lender shall be in satisfaction of 
Tenant’s obligations under the Lease.  

9. Complete Agreement . If this Agreement conflicts with the Lease, then as between the Tenant and Lender only hereto, all of the terms 
and provisions of this Agreement which are inconsistent with the Lease shall govern and control.  

10. No Oral Modification/Binding Effect . This Agreement may not be modified orally or in any manner other than by an agreement in 
writing signed by the parties hereto or their respective successors in interest.  

11. Laws . This Agreement shall be construed in accordance with the laws of the State where the Mortgaged Premises are located.  

12. Hazardous Materials . Following a Succession, Successor Landlord shall have no liability for any misrepresentation by Landlord 
under Section 7.2.E of the Lease or any obligation to indemnity Tenant under Section 7.2.E of the Lease. However, Successor Landlord must 
(i) comply with all laws governing Hazardous Materials (defined in Section 7.2.E of the Lease), (ii) store, use and dispose of all Hazardous 
Materials at the Subject Premises in accordance with all applicable Hazardous Materials Laws, and (iii) remove, remediate and/or clean up, as 
applicable, in accordance with all applicable Hazardous Materials Laws (defined in Section 7.2.E of the Lease), all Hazardous Materials at the 
Subject Premises (to the extent not caused by Tenant or its employees, contractors or agents) impairing Tenant’s use or access to the Demised 
Premises.  
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13. Insurance . Pursuant to Section 9.1.B of the Lease, Landlord hereby designates that Lender shall be an additional insured under the 
commercial general liability policy of insurance required to be carried by Tenant pursuant to Section 9.1 of the Lease. If Lender becomes a 
Successor Landlord, insurance required to be carried by Landlord under the Lease may be effected by Lender or an affiliate of Lender by self-
insurance or by a policy or policies of blanket insurance covering additional items or locations or insureds and with such commercially 
reasonable deductibles as Lender may from time to time reasonably determine. Tenant has no rights in any policy or policies maintained by 
Lender.  

14. Counterparts . This Agreement may be executed in one or more counterparts, all of which shall be considered one and the same 
agreement, and shall become a binding agreement when one or more counterparts have been signed and delivered to each of the parties.  

[Remainder of this page intentionally left blank]  
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly executed.  

LENDER:  

THE BANK OF NEW YORK MELLON, a New York banking corporation, not in its individual capacity but solely as Trustee under the 
Reserve Trust Agreement for the PICA HARTFORD LIFE & ACCIDENT COMFORT TRUST and THE BANK OF NEW YORK MELLON, 
a New York banking corporation, not in its individual capacity but solely as Trustee under the Reserve Trust Agreement for the PAR U 
HARTFORD LIFE & ANNUITY COMFORT TRUST  
   

   

   

Before me, on April 2, 2014 in and for said State, personally appeared Cheryl T. Eskridge as Vice President of Prudential Asset 
Resources, Inc., a Delaware corporation, as Servicer for The Bank of Mellon of New York, a New York banking corporation, not in its 
individual capacity but solely as Trustee, personally known to me to be the person whose name is subscribed to the within instrument and 
acknowledged to me that he executed the instrument on behalf of said entity.  
   

   

  

SIGNATURES CONTINUE ON FOLLOWING PAGE  
   

By:     Prudential Asset Resources, Inc., 
  a Delaware corporation 

Its:   Servicer 

By:   /s/ Cheryl Eskridge 
Name:   Cheryl Eskridge 
Title:   Vice President 
Dated:   4/2, 2014 

STATE OF TEXAS    §          
   §    ss.       

COUNTY OF DALLAS    §          

/ S / EMILY J. HODGES 
Notary Public 
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TENANT:  

INTEVAC, INC., a Delaware corporation  
   

STATE OF CALIFORNIA  
COUNTY OF Santa Clara  

On March 18, 2014, before me, Melody Dunn, a Notary Public, personally appeared Jeffrey Scott Andreson, who proved to me on the basis of 
satisfactory evidence to be the person(s) whose name(s) is/are subscribed to the within instrument and acknowledged to me that he/she/they 
executed the same in his/her/their authorized capacity(ies), and that by his/her/their signature(s) on the instrument the person(s), or the entity 
upon behalf of which the person(s) acted, executed the instrument.  

I certify under PENALTY OF PERJURY under the laws of the State of California that the foregoing paragraph is true and correct.  

WITNESS my hand and official seal.  
   

(Seal)  

  

SIGNATURE CONTINUES ON FOLLOWING PAGE  
   

By:   /s/ JEFFREY ANDRESON 
Name:   JEFFREY ANDRESON 
Title:   EVP, CFO, Secretary 
Dated:   March 18, 2014 

/s/ MELODY A. DUNN 
Signature of the Notary Public 
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STATE OF CALIFORNIA  
COUNTY OF San Francisco  

On March 21, 2014, before me, Laura Leon, a Notary Public, personally appeared Steve Novick, who proved to me on the basis of satisfactory 
evidence to be the person(s) whose name(s) is/are subscribed to the within instrument and acknowledged to me that he/she/they executed the 
same in his/her/their authorized capacity(ies), and that by his/her/their signature(s) on the instrument the person(s), or the entity upon behalf of 
which the person(s) acted, executed the instrument.  

I certify under PENALTY OF PERJURY under the laws of the State of California that the foregoing paragraph is true and correct.  

WITNESS my hand and official seal.  
   

(Seal)  

  
   

With respect to Sections 8 and 13.     LANDLORD: 

    

M WEST PROPCO X LLC,  
a Delaware limited liability company  

    By:   /s/ Steve Novick 
    Name:   Steve Novick 
    Title:   Authorized Signatory 
    Dated:   March 21 st , 2014 

/s/ LAURA LEON 
Signature of the Notary Public 

Loan No. 703000212  
SNDA for Intevac for 3560-3580 Basset Street     8    



Exhibit A  

Lease  

[See Attached]  
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LEASE  

BY AND BETWEEN  

M WEST PROPCO X, LLC,  
a Delaware limited liability company  

as Landlord  

and  

INTEVAC, INC.,  
a Delaware corporation  

as Tenant  

For Premises located at  

3548 Bassett Street,  
Santa Clara , California  



LEASE  

This Lease is dated as of the lease reference date specified in Section A of the Summary of Basic Lease Terms and is made by and 
between the party identified as Landlord in Section B of the Summary and the party identified as Tenant in Section C of the Summary.  

SUMMARY OF BASIC LEASE TERMS  
   

SECTION  
(LEASE REFERENCE)    

 
TERMS 

A.      Effective Date : (Introduction)     March ___, 2014. 

B.      Landlord : (Introduction)  
   

M West Propco X, LLC  
a Delaware limited liability company  

C.      Tenant : (Introduction)  
   

Intevac, Inc.,  
a Delaware corporation  

D.      Premises : (§ 1.20)  

   

That area consisting of approximately 50,000 rentable square feet of space in the 
aggregate, as shown on Exhibit A attached hereto, and which is located within the 
Building described below. 

E.      Project : (§1.21)  

   

The land and improvements shown on Exhibit A , commonly referred to as 
“Triangle Technology Park” and currently with the following buildings:  
   

   

(1) 3506-3510 Bassett Street, Santa Clara, California, which contains 
approximately 43,744 rentable square feet of space; and  

   

(2) 3520-3530 Bassett Street, Santa Clara, California, which contains 
approximately 102,156 rentable square feet of space; and  

   

(3) 3540-3548 Bassett Street, Santa Clara, California,, which contains 
approximately 104,060 rentable square feet of space; and  

   

(4) 3550-3580 Bassett Street, Santa Clara, California, which contains 
approximately 167,063 rentable square feet of space.  

   

The buildings in the Project currently contain approximately 417,023 rentable 
square feet of space in the aggregate.  
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F.      Building: (§ 1.7)  

   

The buildings in which the Premises are located, the addresses of which are 3540-
3548 Bassett Street, Santa Clara, California. The Building contains approximately 
104,060 rentable square feet of space in the aggregate. The rentable square footage 
of the Premises and the aggregate rentable square footage of the Building referred 
to above shall be deemed the actual rentable square footage of the Premises and the 
Building. 

G.      Tenant’s Share : (§ 1.28)  

   

48.05% of the buildings that comprise the Building based on the ratio that the 
rentable square footage of the Premises bears to the total rentable square footage in 
the Building. 

H.      Tenant’s Allocated Parking Passes : (§ 4.5)  
   

One hundred thirty-five (135) unreserved parking passes, subject to the terms of 
Section 4.5 of the Lease. 

I.        Commencement Date : (§ 1.8)     April 1, 2014. 

Expiration Date : (§ 1.12)     March 31, 2024. 

J.       Lease Term : (§ 1.17)     One hundred twenty (120) calendar months. 

K.      Base Monthly Rent : (§ 3.1)     

Period During 
Lease Term    

Approximate Annual 
Base Rent Rate Per  

Rentable Square Foot      Annual Base Rent**      Base Monthly Rent   
April 1, 2014 – March 31, 2016*     $ 14.30       $ 714,999.96       $ 59,583.33    
April 1, 2016 – March 31, 2017     $ 14.73       $ 736,449.96       $ 61,370.83    
April 1, 2017 – March 31, 2018     $ 15.17       $ 758,543.52       $ 63,211.96    
April 1, 2018 – March 31, 2019     $ 15.62       $ 781,299.84       $ 65,108.32    
April 1, 2019 – March 31, 2020     $ 16.09       $ 804,738.84       $ 67,061.57    
April 1, 2020 – March 31, 2021     $ 16.57       $ 828,880.92       $ 69,073.41    
April 1, 2021 – March 31, 2022     $ 17.07       $ 853,747.44       $ 71,145.62    
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April 1, 2022 – March 31, 2023     $ 17.58       $ 879,359.76       $ 73,279.98    
April 1, 2023 – March 31, 2024     $ 18.11       $ 905,740.56       $ 75,478.38    

* Tenant’s obligation to pay Base Monthly Rent during months one (1) through three (3) ( i.e. , April 1, 2014 through and including 
June 30, 2014), and months seven (7) through nine (9) ( i.e. , October 1, 2014 through and including December 31, 2014), shall be subject 
to the Base Rent Abatement, as set forth in Section 3.1.B of the Lease. 

** The Annual Base Rent for the first twenty-four (24) full calendar months of the Lease Term ( i.e. , April 1, 2014 through March 31, 2016) 
was calculated by multiplying $14.30 by the number of rentable square feet of space in the Premises. In all subsequent periods ( i.e. , 
April 1, 2016 through March 31, 2024), the calculation of Annual Base Rent reflects an annual increase of 3.0%. 

L.     Prepaid Rent: (§ 3.3)     Not applicable. 

M.     Intentionally Omitted     

N.      Permitted Use : (§ 4.1)  

   

The Premises may only be used for general office, research and development, 
manufacturing and warehouse activities, and other lawful uses to the extent 
consistent with zoning laws applicable to the Project and approved in advance by 
Landlord, which approval shall not be unreasonably withheld, conditioned or 
delayed, but for no other purpose. 

O.      Permitted Tenant’s Alterations Limit : (§ 5.2)     $100,000.00, subject to the terms of Section 5.2 of the Lease. 

P.       Tenant’s Liability Insurance Minimum : (§ 9.1)     $2,000,000.00 per occurrence, with a $3,000,000.00 aggregate limit. 

Q.      Landlord’s Address : (§ 1.3)  

   

M West Propco X, LLC  
c/o MWest Properties  
3351 Olcott Street  
Santa Clara, CA 95054  
Attn: Property Manager  

With a copy to:  

   

DivcoWest Real Estate Services, Inc.  
575 Market Street, 35th floor  
San Francisco, CA 94105  
Attn: Steve Novick  



The foregoing Summary is hereby incorporated into and made a part of this Lease. Each reference in this Lease to any term of the 
Summary shall mean the respective information set forth above and shall be construed to incorporate all of the terms provided under the 
particular paragraph pertaining to such information. In the event of any conflict between the Summary and the Lease, the Summary shall 
control.  

ARTICLE 1  
DEFINITIONS  

1.1 General : Any initially capitalized term that is given a special meaning by this Article 1 , the Summary, or by any other provision of 
this Lease (including the exhibits attached hereto) shall have such meaning when used in this Lease or any addendum or amendment hereto 
unless otherwise clearly indicated by the context.  

1.2 Additional Rent : The term “ Additional Rent ” is defined in Section 3.2 .  
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And:  
   

DivcoWest Real Estate Services, Inc.  
575 Market Street, 35 th Floor  
San Francisco, CA 94105  
Attn: Jackie Moore  
   

And:  
   

Allen Matkins Leck Gamble Mallory & Natsis LLP  
1901 Avenue of the Stars, Suite 1800  
Los Angeles, CA 90067  
Attn: Tony N. Natsis, Esq.  

R.      Tenant’s Address : (§ 1.3)  

   

Intevac, Inc.  
3560 Bassett Street  
Santa Clara, California 95054  
Attn: Chief Financial Officer  

S.       Retained Real Estate Brokers : (§ 15.13)     Jones Lang LaSalle (representing Tenant) 

T.      Tenant Improvement Allowance : ( Exhibit B )  

   

$10.00 per rentable square foot of the Premises ( i.e. , an amount equal to 
$500,000.00 based on 50,000 rentable square feet), subject to the terms and 
conditions of the Tenant Work Letter attached hereto as Exhibit B . 

U.      Lease :  

   

This Lease includes the summary of the Basic Lease Terms, the Lease, and the 
following exhibits and addenda:  
   

Exhibit A – Project Site Plan and Outline of the Premises  
Exhibit B – Tenant Work Letter  
Exhibit C – No Reserved Parking Area  
Exhibit D – Option to Extend  
Exhibit E – Approved Hazardous Materials Exhibit  
Exhibit F – Intentionally Omitted  



1.3 Address for Notices : The term “ Address for Notices ” means the addresses set forth in Sections Q and R of the Summary.  

1.4 Agents : The term “ Agents ” means the following: (i) with respect to Landlord, the employees, contractors and agents of Landlord; 
and (ii) with respect to Tenant, the employees, contractors, agents and invitees of Tenant and Tenant’s subtenants and their respective agents, 
employees, contractors, and invitees.  

1.5 Agreed Interest Rate : The term “ Agreed Interest Rate ” means that interest rate determined as of the time it is to be applied that is 
equal to the lesser of (i) three percent (3%) in excess of the discount rate established by the Federal Reserve Bank of San Francisco as it may be 
adjusted from time to time, or (ii) the maximum interest rate permitted by Law.  

1.6 Base Monthly Rent : The term “ Base Monthly Rent ” means the fixed monthly rent payable by Tenant pursuant to Section 3.1 
which is specified in Section K of the Summary.  

1.7 Building : The term “ Building ” means the buildings in which the Premises are located, as identified in Section F of the Summary.  

1.8 Commencement Date : The term “ Commencement Date ” is the date the Lease Term commences, which date is set forth in 
Section I of the Summary.  

1.9 Common Area : The term “ Common Area ” means all areas and facilities within the Project that are not designated by Landlord for 
the exclusive use of Tenant or any other lessee or other occupant of the Project, including the parking areas, access and perimeter roads, 
pedestrian sidewalks, landscaped areas, trash enclosures, recreation areas and the like.  

1.10 Companion Lease : The term “ Companion Lease ” means that certain Lease by and between Landlord and Tenant, dated as of even 
date herewith, for premises located within that certain building located at 3560-3580 Bassett Street, Santa Clara, California.  

1.11 Effective Date : The term “ Effective Date ” means the date upon which the last signatory to this Lease whose execution is required 
to make it binding on the parties hereto shall have executed this Lease and delivered the same to the other party.  

1.12 Event of Tenant’s Default : The term “ Event of Tenant’s Default ” is defined in Section 13.1 .  

1.13 Existing Lease : The term “ Existing Lease ” shall mean that certain lease dated February 5, 2001, by and between Mission West 
Properties, L.P. III, a Delaware limited partnership (as Landlord’s predecessor-in-interest), and Intevac Corporation, a California corporation 
(as Tenant’s predecessor-in-interest), as amended, modified or supplemented. Notwithstanding anything to the contrary set forth in the Existing 
Lease, Landlord and Tenant hereby acknowledge and agree that, from and after the Commencement of this Lease, the Existing Lease shall be 
terminated and of no further force or effect (except for those obligations and liabilities which are expressly stated to survive the expiration or 
earlier termination of the Existing Lease).  

1.14 Expiration Date : The term “ Expiration Date ” is the date the Lease Term expires, which date is set forth in Section I of the 
Summary.  
   

-5-  



1.15 Hazardous Materials : The terms “ Hazardous Materials ” and “ Hazardous Materials Laws ” are defined in Section 7.2 .  

1.16 Insured and Uninsured Peril : The terms “ Insured Peril ” and “ Uninsured Peril ” are defined in Section 11.2E .  

1.17 Law : The term “ Law ” means any judicial decision, statute, constitution, ordinance, resolution, regulation, rule, administrative 
order, or other requirement of any municipal, county, state, federal or other government agency or authority having jurisdiction over the parties 
to this Lease or the Premises, or both, in effect either at the Effective Date or any time during the Lease Term, including, without limitation, 
any Hazardous Material Law (as defined in Section 7.2 ) and the Americans with Disabilities Act, 42 U.S.C. §§ 12101 et. seq. , and any rules, 
regulations, restrictions, guidelines, requirements or publications promulgated or published pursuant thereto.  

1.18 Lease : The term “ Lease ” means the Summary and all elements of this Lease identified in Section U of the Summary, all of which 
are attached hereto and incorporated herein by this reference.  

1.19 Lease Term : The term “ Lease Term ” or “ Term ” means the term of this Lease which shall commence on the Commencement 
Date and continue for the period specified in Section J of the Summary.  

1.20 Lender : The term “ Lender ” means any beneficiary, mortgagee, secured party, lessor, or other holder of any Security Instrument.  

1.21 Operating Expenses : The term “ Operating Expenses ” is defined in Section 8.2 .  

1.22 Permitted Use : The term “ Permitted Use ” means the use specified in Section N of the Summary.  

1.23 Premises : The term “ Premises ” means that building area described in Section D of the Summary that is within the Building.  

1.24 Project : The term “ Project ” means that real property and the improvements thereon which are specified in Section E of the 
Summary. Landlord reserves the right, in its sole and absolute discretion, to include such other buildings in the Project, to sell, transfer, assign 
or otherwise dispose of any building or parcel in the Project and elect to remove such building and/or parcel from the Project, provided that 
Tenant’s use of the Premises for the Permitted Use and Tenant’s parking rights provided in this Lease are not materially diminished or impaired 
as a result thereof.  

1.25 Private Restrictions : The term “ Private Restrictions ” means all recorded covenants, conditions and restrictions, private 
agreements, reciprocal easement agreements, and any other recorded instruments affecting the use of the Premises which (i) exist as of the 
Effective Date, or (ii) are recorded after the Effective Date.  

1.26 Real Property Taxes : The term “ Real Property Taxes ” is defined in Section 8.3 .  

1.27 Security Instrument : The term “ Security Instrument ” means any underlying lease, mortgage or deed of trust which now or 
hereafter affects the Project, and any renewal, modification, consolidation, replacement or extension thereof.  
   

-6-  



1.28 Summary : The term “ Summary ” means the Summary of Basic Lease Terms that immediately precedes Article 1 of this Lease.  

1.29 Tenant’s Alterations : The term “ Tenant’s Alterations ” or “ Tenant’s Alteration ” or “ Tenant Alteration ” means all 
improvements, additions, alterations, and fixtures installed in the Premises by Tenant (excluding Trade Fixtures).  

1.30 Tenant’s Share : The term “ Tenant’s Share ” means the percentage obtained by dividing Tenant’s rentable square feet in the 
Premises (as set forth in Section D of the Summary) by the total rentable square feet in the Building, which, as of the Effective Date, is the 
percentage identified in Section G of the Summary.  

1.31 Trade Fixtures : The term “ Trade Fixtures ” means (i) Tenant’s inventory, furniture, signs, and business equipment, and 
(ii) anything affixed to the Premises by Tenant at its expense for purposes of trade, manufacture, ornament or domestic use (except replacement 
of similar work or material originally installed by Landlord) which can be removed without material or structural injury to the Premises unless 
such thing has, by the manner in which it is affixed, become an integral part of the “Building Structure” or the “Building Systems” (as such 
terms are defined in Section 6.2 and Section 5.2.A , respectively).  

ARTICLE 2  
DEMISE, CONSTRUCTION, AND ACCEPTANCE  

2.1 Demise of Premises : Landlord hereby leases to Tenant, and Tenant hereby leases from Landlord, for the Lease Term upon the terms 
and conditions of this Lease, the Premises for the Permitted Use, together with (i) the non-exclusive right to use the number of Tenant’s 
Allocated Parking Passes (subject to the limitations set forth in Section 4.5 ), and (ii) the non-exclusive right to use the Common Area as it 
exists from time to time, subject to any rights, powers and privileges reserved by Landlord pursuant to the terms of this Lease, or pursuant to 
the terms of any rules and regulations or restrictions promulgated by Landlord in accordance with Section 4.6 , below governing the use of the 
Project. Landlord reserves the right, as reasonably necessary for Landlord’s management of the Project, to the use of the exterior walls, the roof 
and the area beneath and above the Premises, together with the right to install, maintain, use, and replace ducts, wires, conduits and pipes 
leading through the Premises in locations which will not materially interfere with the Permitted Use of the Premises.  

2.2 Commencement Date : The Lease Term shall commence on the Commencement Date.  

2.3 Construction of Improvements : Tenant shall construct the “Tenant Improvements” (as defined in Exhibit B ) in accordance with the 
terms of Exhibit B .  

2.4 Delivery and Acceptance of Possession : Tenant acknowledges that it has been and is currently in possession and occupancy of the 
Premises pursuant to the Existing Lease. Tenant is fully aware of the condition of the Premises and, therefore, Tenant shall continue to accept 
possession of the Premises in its presently existing, “AS-IS” condition, including all patent and latent defects, but subject to Landlord’s 
ongoing repair, restoration, maintenance and other obligations under this Lease. For purposes of Section 1938 of the California Civil Code, 
Landlord hereby discloses to Tenant, and Tenant hereby acknowledges, that the Premises have not undergone inspection by a Certified Access 
Specialist (CASp).  

2.5 Intentionally Omitted .  

2.6 Intentionally Omitted .  
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ARTICLE 3  
RENT  

3.1 Base Monthly Rent :  

A. In General . Commencing on the Commencement Date and continuing throughout the Lease Term, Tenant shall pay to Landlord 
the Base Monthly Rent set forth in Section K of the Summary.  

B. Abated Base Monthly Rent . During months one (1) through three (3) ( i.e. , April 1, 2014 through and including June 30, 2014) 
and months seven (7) through nine (9) ( i.e. , October 1, 2014 through and including December 31, 2014) (the “ Rent Abatement Period ”), 
Tenant shall not be obligated to pay Base Monthly Rent otherwise attributable to the Premises during such Rent Abatement Period (the “ Rent 
Abatement ”). Notwithstanding the foregoing, or anything to the contrary set forth in this Lease, Tenant shall be required to pay Tenant’s 
Share of Operating Expenses attributable to the Premises and all other Additional Rent due pursuant to the terms of this Lease during the Rent 
Abatement Period. Landlord and Tenant acknowledge and agree that the aggregate amount of the Rent Abatement equals Three Hundred Fifty-
Seven Thousand Four Hundred Ninety-Nine and 98/100 Dollars ($357,499.98). Tenant acknowledges and agrees that the foregoing Rent 
Abatement has been granted to Tenant as additional consideration for entering into this Lease, and for agreeing to pay the rental and perform 
the terms and conditions otherwise required under this Lease. If this Lease is terminated for any reason other than a mutual termination of this 
Lease, Landlord’s breach of this Lease, or an event of casualty or condemnation, which shall be governed by the terms of Articles 11 and 12 
respectively, of this Lease), then, for purposes of calculating Landlord’s damages, if any, the dollar amount of the unapplied portion of the Rent 
Abatement as of the date of such default or termination, as the case may be, shall be converted to a credit to be applied to the Base Rent 
applicable at the end of the Lease Term and Tenant shall immediately be obligated to begin paying Base Rent for the Premises in full. 
Notwithstanding the foregoing or anything to the contrary set forth in this Lease, at any time during the Rent Abatement Period, Landlord shall 
have the right (but not the obligation), in its sole and absolute discretion, to pay Tenant the total amount of the then remaining and unapplied 
portion of the Rent Abatement amount, in which event (i) Tenant’s obligation to pay Base Monthly Rent shall automatically be reinstated for 
the remainder of the Rent Abatement Period covered by Landlord’s lump sum payment, at the then-applicable amounts and otherwise in 
accordance with the terms of this Lease, and (ii) Tenant shall not be entitled to any additional rent abatement under this Lease.  

C. Intentionally Omitted .  

3.2 Additional Rent : Commencing on the Commencement Date and continuing throughout the Lease Term, Tenant shall pay the 
following as additional rent (the “ Additional Rent ”): (i) any late charges or interest due Landlord pursuant to Section 3.4 ; (ii) Tenant’s Share 
of Operating Expenses as provided in Section 8.1 ; (iii) Landlord’s share of any Subrent received by Tenant upon certain assignments and 
sublettings as required by Section 14.1 ; (iv) any legal fees and costs due Landlord pursuant to Section 15.9 ; and (v) any other charges due 
Landlord pursuant to this Lease.  

3.3 Payment of Rent : The term “ Rent ” or “ rent ” shall mean Base Monthly Rent, Additional Rent and other sums required to be paid 
by Tenant under this Lease. All rent required to be paid in monthly installments shall be paid in advance on the first day of each calendar 
month during the Lease Term. All rent shall be paid in lawful money of the United States, without any abatement, deduction or offset 
whatsoever (except as otherwise specifically provided in this Lease), and without any prior demand therefor. Rent shall be paid to Landlord at 
its address set forth in Section Q of the Summary, or at such other place as Landlord may designate to Tenant in writing from time to time. 
Tenant’s obligation to pay Base Monthly Rent and Tenant’s Share of Operating Expenses shall be prorated at the commencement and 
expiration of the Lease Term.  
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3.4 Late Charge, Interest and Quarterly Payments :  

A. Late Charge . Tenant acknowledges that the late payment by Tenant of any installment of Rent, or any other sum of money 
required to be paid by Tenant under this Lease, will cause Landlord to incur certain costs and expenses not contemplated under this Lease, the 
exact amount of such costs being extremely difficult and impractical to fix. Such costs and expenses will include, without limitation, attorneys’ 
fees, administrative and collection costs, and processing and accounting expenses and other costs and expenses necessary and incidental 
thereto. If any Base Monthly Rent or Additional Rent is not received by Landlord from Tenant when due such payment is due, then Tenant 
shall immediately pay to Landlord a late charge equal to five percent (5%) of such delinquent rent as liquidated damages for Tenant’s failure to 
make timely payment. In no event shall this provision for a late charge be deemed to grant to Tenant a grace period or extension of time within 
which to pay any installment of Rent or prevent Landlord from exercising any right or remedy available to Landlord upon Tenant’s failure to 
pay any installment of Rent due under this Lease in a timely fashion, including any right to terminate this Lease pursuant to Section 13.2B . 
Notwithstanding the foregoing, Tenant shall not be obligated to pay a late charge pursuant to this Section 3.4A , or interest thereon pursuant to 
Section 3.4.B , below, for the first (1 st ) late payment of Rent (whether such late payment is with respect to Base Monthly Rent or Additional 
Rent) in any calendar year, unless Tenant fails to make such payment within five (5) days after Tenant’s receipt of notice from Landlord 
regarding such late payment.  

B. Interest . If any installment of Rent remains delinquent for a period in excess of ten (10) days then, in addition to such late 
charge, Tenant shall pay to Landlord interest on any such installment of Rent that is not paid when due at the Agreed Interest Rate following 
the date such amount became due until paid.  

C. Quarterly Payments . If Tenant during any twelve (12) month period shall be more than five (5) days delinquent in the payment 
of any installment of Rent or other amount payable by Tenant hereunder on three (3) or more occasions, then, notwithstanding anything herein 
to the contrary, Landlord may, by written notice to Tenant, elect to require Tenant to pay all Base Monthly Rent and Additional Rent quarterly 
in advance for the following twenty-four (24) month period. Such right shall be in addition to and not in lieu of any other right or remedy 
available to Landlord hereunder or at law on account of Tenant’s default hereunder.  

3.5 Intentionally Omitted  

3.6 Electronic Payment : Landlord shall have the right, on not less than thirty (30) days prior written notice to Tenant (the “ Electronic 
Payment Notice ”), to require Tenant to make subsequent payments of Monthly Base Rent and Additional Rent due pursuant to the terms of 
this Lease by means of a federal funds wire transfer or such other method of electronic funds transfer as may be required by Landlord in its sole 
and absolute discretion (the “ Electronic Payment ”). The Electronic Payment Notice shall set forth the proper bank ABA number, account 
number and designation of the account to which such Electronic Payment shall be made. Tenant shall promptly notify Landlord in writing of 
any additional information that will be required to establish and maintain Electronic Payment from Tenant’s bank or financial institution. 
Landlord shall have the right, after at least ten (10) days prior written notice to Tenant, to change the name of the depository for receipt of any 
Electronic Payment and to discontinue payment of any sum by Electronic Payment.  
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ARTICLE 4  
USE OF PREMISES  

4.1 Limitation on Use : Tenant may only use the Premises for the Permitted Use specified in Section N of the Summary. There shall not 
be any change in the Permitted Use without the prior written consent of Landlord, which consent will not be unreasonably withheld, 
conditioned or delayed. Tenant shall not do anything in or about the Premises which will (i) cause structural injury to the Building, or (ii) cause 
damage to any part of the Building except to the extent reasonably necessary for the installation of Tenant’s Trade Fixtures and Tenant’s 
Alterations, and then only in a manner which has been first approved by Landlord in writing (which approval shall not be unreasonably 
withheld, conditioned or delayed), and provided that Tenant shall promptly repair any such damage at Tenant’s sole cost and expense. Tenant 
shall not operate any equipment within the Premises which will (i) materially damage the Building or the Common Area, (ii) overload existing 
electrical systems or other mechanical equipment servicing the Building, (iii) impair the efficient operation of the sprinkler system or the 
heating, ventilating or air conditioning (“ HVAC ”) equipment within or servicing the Building for the Permitted Use, or (iv) damage, overload 
or corrode the sanitary sewer system. Tenant shall not attach, hang or suspend anything from the ceiling, roof, walls or columns of the Building 
or set any load on the floor in excess of the load limits for which such items are designed, nor operate hard wheel forklifts within the Premises. 
Any dust, fumes, or waste products generated by Tenant’s use of the Premises shall be contained and disposed so that they do not (i) create an 
unreasonable fire or health hazard, (ii) damage the Premises, or (iii) result in the violation of any Law. Except as set forth in Section 15.17 , and 
except as otherwise approved by Landlord in its sole discretion, Tenant shall not change the exterior of the Building or install any equipment or 
antennas on, or make any penetrations of, the exterior or roof of the Building. Tenant shall not commit any waste in or about the Premises, and 
Tenant shall keep the Premises in a clean and orderly condition, free of any nuisances. If Landlord designates a standard window covering for 
use throughout the Building, Tenant shall use this standard window covering to cover all windows in the Premises. Tenant shall not conduct on 
any portion of the Premises or the Project any over-the-counter sale of any kind, including any public or private auction, fire sale, going-out-of-
business sale, distress sale or other liquidation sale.  

4.2 Compliance with Regulations : Tenant agrees that it shall not use the Premises in any manner which violates any Laws or Private 
Restrictions which affect the Premises, and it shall abide by and promptly observe and comply with all Laws and Private Restrictions; 
provided, however, that with respect to any Private Restrictions that are not of record as of the Effective Date of this Lease, Tenant shall only 
be required to abide by and observe such Private Restrictions to the extent that the same do not materially interfere with or prevent Tenant from 
using the Premises for the Permitted Use, and do not (i) materially diminish the rights, (ii) materially increase the non-monetary obligations, or 
(iii) increase the monetary obligations of Tenant under this Lease. Tenant shall not use the Premises in any manner which will cause a 
cancellation of any insurance policy covering Tenant’s Alterations or any improvements installed in the Premises by Landlord at its expense, or 
which poses an unreasonable risk of damage or injury to the Premises. Tenant shall not sell, or permit to be kept, used, or sold in or about the 
Premises, any article which may be prohibited by the standard form of fire insurance policy. Tenant shall comply with all reasonable 
requirements of any insurance company, insurance underwriter, or Board of Fire Underwriters which are necessary to maintain the insurance 
coverage carried by either Landlord or Tenant pursuant to this Lease. Notwithstanding anything to the contrary set forth in this Lease, Tenant 
shall not be obligated to make any alterations to the Building Structure or the Building Systems which are required in order to cause the same 
to comply with any Laws or Private Restrictions, except as specifically set forth in Section 5.3 , below.  
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4.3 Outside Areas : Except as specifically set forth in Section 15.17 , below, no materials, supplies, tanks or containers, equipment, 
finished products or semi-finished products, raw materials, inoperable vehicles or articles of any nature shall be stored upon or permitted to 
remain outside of the Premises except in fully fenced and screened areas outside the Building which have been designed for such purpose and 
have been approved in writing by Landlord for such use by Tenant.  

4.4 Signs : Tenant shall not place on any portion of the Premises any sign, placard, lettering in or on windows, banner, displays or other 
advertising or communicative material which is visible from the exterior of the Building without the prior written approval of Landlord, which 
approval shall not be unreasonably withheld, conditioned or delayed. Notwithstanding the foregoing, Landlord hereby approves of the existing 
exterior signage installed by Tenant at the Project pursuant to the terms and conditions of the Existing Lease; provided, however, that in the 
event that Landlord implements a new signage plan at the Project, Tenant shall have a one-time obligation to replace such existing signage with 
new signage of like kind and quality that complies with such new signage plan, provided that such new signage plan is commercially 
reasonable. All such approved signs shall strictly conform to all Laws, Private Restrictions, and Landlord’s commercially reasonable sign 
criteria then in effect and shall be installed at the expense of Tenant. Tenant shall maintain such signs in good condition and repair.  

4.5 Parking : Tenant is allocated and shall have the non-exclusive right, at no separate charge to Tenant (excluding Tenant’s Share of 
Operating Expenses) during the initial Lease Term, to use the number of Tenant’s Allocated Parking Passes contained within the Project 
described in Section H of the Summary for its use and the use of Tenant’s Agents, the location of which may be designated from time to time 
by Landlord; provided that unless and to the extent that Landlord has specifically designated areas for exclusive parking at the Project, such 
parking shall be on a first-come-first-serve basis for all tenants of the Project. Tenant shall not at any time be entitled to use more parking 
passes than the number so allocated to Tenant pursuant to this Lease, or to park its vehicles or the vehicles of others in any portion of the 
Project not designated by Landlord as a non-exclusive parking area. Notwithstanding the foregoing, or anything to the contrary set forth in this 
Lease, Landlord hereby agrees that as existing leases at the Project which presently provide tenants with allocated parking passes in excess of 
three (3) parking passes per one thousand (1,000) rentable square feet of leased space (the “ Project Parking Ratio ”) expire or otherwise 
terminate, Landlord shall use commercially reasonable efforts to re-allocate such recaptured spaces ( i.e. , those spaces in excess of the Project 
Parking Ratio) to Tenant until Tenant has a total allocated number of parking passes equal to the Project Parking Ratio ( i.e. , 150 parking 
passes based on 50,000 rentable square feet). Tenant shall not have the exclusive right to use any specific parking space. If Landlord grants to 
any other tenant the exclusive right to use any particular parking space(s), Tenant shall not use such spaces; provided, however, Landlord shall 
not grant any reserved parking rights to other tenants in the area identified on Exhibit C . Landlord reserves the right, after having given Tenant 
reasonable notice, to have any vehicles owned by Tenant or Tenant’s Agents utilizing parking passes in excess of the parking passes allowed 
for Tenant’s use, or parked in any portion of the Project not designated by Landlord as a non-exclusive parking area, to be towed away at 
Tenant’s cost. All trucks and delivery vehicles shall be (i) parked at the rear of the Building, (ii) loaded and unloaded in a manner which does 
not interfere with the businesses of other occupants of the Project, and (iii) permitted to remain on the Project only so long as is reasonably 
necessary to complete loading and unloading. In the event Landlord elects or is required by any Law to limit or control parking in the Project, 
whether by validation of parking tickets or any other method of assessment, Tenant agrees to participate in such validation or assessment 
program under such reasonable rules and regulations as are from time to time established by Landlord.  

4.6 Rules and Regulations: Landlord may from time to time promulgate reasonable and nondiscriminatory rules and regulations 
applicable to all occupants of the Project for the care and orderly management of the Project and the safety of its tenants and invitees. Such 
rules and regulations shall be binding upon Tenant upon delivery of a copy thereof to Tenant, and Tenant agrees to abide by such rules and 
regulations provided that, except to the extent required by applicable Laws, such rules and regulations  
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do not materially interfere with or prevent Tenant from using the Premises for the Permitted Use. If there is a conflict between the rules and 
regulations and any of the provisions of this Lease, the provisions of this Lease shall prevail. Landlord shall not be responsible for the violation 
by any other tenant or occupant of the Project of any such rules and regulations.  

ARTICLE 5  
TRADE FIXTURES AND ALTERATIONS  

5.1 Trade Fixtures : Throughout the Lease Term, Tenant may provide and install, and shall maintain in good condition, any Trade 
Fixtures required in the conduct of its business in the Premises, except to the extent any Trade Fixture will constitute a Tenant Alteration, in 
which case it shall be subject to the requirements set forth below for the construction of a Tenant Alteration. All Trade Fixtures shall remain 
Tenant’s property upon the expiration or earlier termination of this Lease.  

5.2 Tenant’s Alterations : Construction by Tenant of a Tenant Alteration shall be governed by the following:  

A. Consent Required . Tenant shall not construct any Tenant Alterations or otherwise alter the Premises or the “Outside Area” (as 
defined in Section 15.17 , below) without Landlord’s prior written approval, which will not be unreasonably withheld, conditioned or delayed, 
unless such Tenant Alteration materially and adversely affects areas outside of the Premises (other than the Outside Area) or the exterior of the 
Building or the structural parts of the Building, in which case Landlord may withhold its consent in its sole and absolute discretion. 
Notwithstanding the foregoing, Landlord’s consent shall not be required for any Alteration to the interior of the Premises that complies with the 
following requirements: (a) is cosmetic in nature such as painting, (b) does not affect the roof or any area outside of the Premises or require 
work inside the exterior walls or above the ceiling of the Premises; (c) does not affect the “Building Structure” (as that term is defined in 
Section 6.2 , below), or the electrical, plumbing, HVAC, sprinkler or other fire life safety, or mechanical systems in the Building or servicing 
the Premises (collectively, the “ Building Systems ”); and (d) costs less than the Permitted Tenant Alterations Limit specified in Section O of 
the Summary per work of improvement (herein referred to as “ Minor Alteration ”). Tenant shall provide Landlord with prior written notice of 
any Minor Alteration, and if Tenant requests of Landlord in such written notice that Landlord inform Tenant of whether or not Landlord will 
require Tenant to remove such Minor Alteration at the expiration or sooner termination of the Lease Term, and Landlord fails to inform Tenant 
that removal will be required, then Tenant shall not be required to remove such Minor Alteration at the expiration or earlier termination of this 
Lease. In the event Landlord’s approval for any Tenant Alteration is required, Tenant shall not construct the Tenant Alteration until Landlord 
has approved in writing the plans and specifications therefor (which approval shall not be unreasonably withheld, conditioned or delayed), and 
such Tenant Alteration shall be constructed substantially in compliance with such approved plans and specifications by a licensed contractor 
first approved by Landlord (which approval shall not be unreasonably withheld, conditioned or delayed). All Tenant Alterations constructed by 
Tenant shall be constructed by a licensed contractor in accordance with all Laws using new materials of good quality.  

B. Other Requirements . Tenant shall not commence construction of any Tenant Alteration until (i) all required governmental 
approvals and permits have been obtained, (ii) all requirements regarding insurance imposed by this Lease have been satisfied, (iii) Tenant has 
given Landlord at least five (5) days’ prior written notice of its intention to commence such construction, and (iv) if reasonably requested by 
Landlord, Tenant has obtained contingent liability and broad form builders’ risk insurance in an amount reasonably satisfactory to Landlord if 
there are any perils relating to the proposed construction not covered by insurance carried pursuant to Article 9 .  
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C. Restoration . All Tenant Alterations shall remain the property of Tenant during the Lease Term but shall not be altered or 
removed from the Premises (except for Tenant Alterations which are altered or removed during the Lease Term in the ordinary course of 
Tenant’s business operations, provided that Tenant shall repair any damage to the Premises and Building caused by such removal and/or 
alteration). At the expiration or sooner termination of the Lease Term, all Tenant Alterations in the Premises shall be surrendered to Landlord 
as part of the realty and shall then become Landlord’s property, and Landlord shall have no obligation to reimburse Tenant for all or any 
portion of the value or cost thereof; provided, however, that if Landlord requires Tenant to remove any Tenant Alterations, Tenant shall so 
remove such Tenant Alterations prior to the expiration or sooner termination of the Lease Term and repair any damage to the Premises and 
Building caused by such removal. Notwithstanding the foregoing or anything to the contrary set forth in this Lease, Tenant shall not be 
obligated to remove (i) the Tenant Improvements; (ii) any existing alterations or improvements that were installed in the Premises pursuant to 
the Existing Lease; or (iii) any Tenant Alterations with respect to which the following is true: (A) Tenant was required, or elected, to obtain the 
approval of Landlord to the installation of the Tenant Alteration in question; (B) at the time Tenant requested Landlord’s approval, Tenant 
requested of Landlord in writing that Landlord inform Tenant of whether or not Landlord would require Tenant to remove such Tenant 
Alteration at the expiration of the Lease Term; and (C) at the time Landlord granted its approval, it did not inform Tenant that it would require 
Tenant to remove such Tenant Alteration at the expiration of the Lease Term.  

D. Removal of Electrical and Telecommunication Wires . Within sixty (60) days prior to the expiration or sooner termination of the 
Term of this Lease Landlord may elect (“ Election Right ”) by written notice to Tenant to:  

(1) Retain any or all wires, cables, and similar installations appurtenant thereto (“ Wires ”) installed by Tenant within the 
Premises or anywhere in the Building outside the Premises, including, without limitation, the plenums or risers of the Building; or  

(2) Require Tenant, at Tenant’s sole cost and expense, to remove any or all of the Wires installed by Tenant during the Lease 
Term or during the term of the Existing Lease and repair all damage to the Premises and the Building caused by such removal (“ Wire 
Restoration Work ”).  

Tenant shall comply with all applicable Laws with respect to the Wires, subject to Landlord’s right to elect to retain the Wires. If 
Landlord elects to retain any or all of the Wires (pursuant to Section 5.2D(1) above), Tenant covenants that: (a) Tenant shall be the sole owner 
of the Wires, Tenant shall have the sole right to surrender the Wires, and the wires shall be free of all liens and encumbrances; and (b) all Wires 
shall be left in good condition, working order, properly labeled and capped or sealed at each end and in each telecommunications/electrical 
closet and junction box, and in safe condition.  

The provisions of Section 5.2D and all subsections thereof shall survive the expiration or sooner termination of the Term of this 
Lease.  

5.3 Alterations Required by Law : Tenant shall make any alteration, addition or change of any sort to the Premises or Building (including 
the Building Structure and Building Systems), that is required by any Law because of (i) Tenant’s particular use or change of use of the 
Premises (as opposed to any general office uses or generic, as opposed to specific, industrial uses); (ii) the Tenant Improvements; (iii) Tenant’s 
construction or installation of any Tenant Alteration, Minor Alteration or Trade Fixtures; or (iv) any Event of Tenant’s Default. Any other 
alteration, addition, or change required by Law which is not the responsibility of Tenant pursuant to the foregoing shall be made by Landlord 
(subject to Landlord’s right to reimbursement from Tenant specified in Section 5.4 ).  
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5.4 Amortization of Certain Capital Improvements : Tenant shall pay Additional Rent in the event Landlord reasonably elects or is 
required to make any of the following kinds of capital improvements to the Project (provided that in no event shall Additional Rent include any 
capital expenditures to the extent they are related to the Building Structure or another building of the Project (and not to the Building or to the 
Project as a whole)): (i) capital improvements required to be constructed in order to comply with any Law (excluding any Hazardous Materials 
Laws) not in effect or applicable to the Project as of the Effective Date; (ii) modification of existing or construction of additional capital 
improvements or building service equipment for the purpose of reducing the consumption of utility services or Operating Expenses of the 
Project (but only to the extent of any anticipated savings in Operating Expenses during the amortization period for such capital improvement); 
and (iii) replacement of capital improvements or building service equipment existing as of the Effective Date with improvements or equipment 
of comparable quality when required because of normal wear and tear. The amount of Additional Rent Tenant is to pay with respect to each 
such capital improvement shall be determined as follows:  

A. Amortization Period . All costs paid by Landlord to construct such improvements (including financing costs) shall be amortized 
over the useful life of such improvement (as reasonably determined by Landlord in accordance with commercially reasonable real estate 
management and accounting principles consistent with the practices of landlords of comparable properties located in Santa Clara, California) 
with interest on the unamortized balance at the then prevailing market rate Landlord would pay if it borrowed funds to construct such 
improvements from an institutional lender, and Landlord shall inform Tenant of the monthly amortization payment required to so amortize such 
costs, and shall also provide Tenant with the information upon which such determination is made.  

B. Payment . As Additional Rent, Tenant shall pay at the same time the Base Monthly Rent is due an amount equal to Tenant’s 
Share of that portion of such monthly amortization payment fairly allocable to the Building (as reasonably determined by Landlord) for each 
month after such improvements are completed until the first to occur of (i) the expiration of the Lease Term (as it may be extended), or (ii) the 
end of the term over which such costs were amortized.  

5.5 Mechanic’s Liens : Tenant shall keep the Project free from any liens and shall pay when due all bills arising out of any work 
performed, materials furnished, or obligations incurred by Tenant or Tenant’s Agents relating to the Project. If any claim of lien is recorded 
(except those caused by Landlord or Landlord’s Agents), Tenant shall bond against or discharge the same within ten (10) days after Tenant 
obtains knowledge that the same has been recorded against the Project. Should any lien be filed against the Project or any action be commenced 
affecting title to the Project, the party receiving notice of such lien or action shall immediately give the other party written notice thereof.  

5.6 Taxes on Tenant’s Property : Tenant shall pay before delinquency any and all taxes, assessments, license fees and public charges 
levied, assessed or imposed against Tenant or Tenant’s estate in this Lease or the property of Tenant situated within the Premises which 
become due during the Lease Term. If any tax or other charge is assessed by any governmental agency because of the execution of this Lease, 
such tax shall be paid by Tenant. Within five (5) days following demand by Landlord, Tenant shall furnish Landlord with satisfactory evidence 
of these payments.  

5.7 Tenant’s Security System . Subject to the terms of this Lease (including the Tenant Work Letter and this Article 5 , as applicable), 
Tenant shall have the right, at its own expense, to install a security system (“ Tenant’s Security System ”) in the Premises. Tenant shall be 
solely responsible, at Tenant’s sole cost and expense, for the installation, monitoring and operation during the Lease Term, and removal upon 
the expiration or earlier termination of this Lease of Tenant’s Security System. Tenant hereby agrees that Landlord shall not be responsible for 
monitoring Tenant’s Security System, and that  
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neither Landlord nor the “Landlord Parties”, as that term is defined in Section 7.2E of this Lease, shall in no case be liable for, and Landlord 
and the Landlord Parties are hereby released from any responsibility for, any personal injury or property damage sustained by Tenant in 
connection with or arising from any acts or omissions with regard to the admission to or exclusion from the Premises or the Building of any 
person.  

ARTICLE 6  
REPAIR AND MAINTENANCE  

6.1 Tenant’s Obligation to Maintain : Except as otherwise provided in Sections 5.4 , 6.2 , 6.4 ,  11.1 , and 12.3 , Tenant shall be 
responsible for the following during the Lease Term:  

A. General . Tenant shall clean and maintain in good order, condition, and repair and replace when necessary the Premises and 
every part thereof, through regular inspections and servicing, including, but not limited to: (i) all plumbing and sewage facilities located within 
or exclusively serving the Premises (including all sinks, toilets, faucets and drains), and all ducts, pipes, vents or other parts of the HVAC or 
plumbing system located within or exclusively serving the Premises; (ii) all fixtures, interior walls, floors, carpets and ceilings; (iii) all 
windows, doors, entrances, plate glass, showcases and skylights (including cleaning both interior and exterior surfaces); (iv) all electrical 
facilities and equipment located within or exclusively serving the Premises (including all lighting fixtures, lamps, bulbs, tubes, fans, vents, 
exhaust equipment and systems); and (v) any automatic fire extinguisher equipment located in the Premises.  

B. Utilities and Glass . With respect to utility facilities located within or exclusively serving the Premises (including electrical 
wiring and conduits, gas lines, water pipes, and plumbing and sewage fixtures and pipes), Tenant shall be responsible for the maintenance and 
repair of any such facilities which serve only the Premises, including all such facilities that are within the walls or floor, or on the roof of the 
Premises; provided, however, that Landlord shall maintain all underground utility facilities located outside of the Premises, except to the extent 
(i) the same were installed by or on behalf of Tenant, or (ii) such underground facilities were damaged by Tenant or a Tenant Party (subject to 
Section 9.3 regarding waiver of subrogation).  

C. Windows . Tenant shall replace any damaged or broken glass in the Premises (including all interior and exterior doors and 
windows) with glass of the same kind, size and quality. Tenant shall repair any damage to the Premises (including exterior doors and windows) 
caused by vandalism or any unauthorized entry. Tenant shall maintain continuously throughout the Lease Term a service contract for the 
washing of all exterior windows in the Premises with a contractor approved by Landlord (which approval shall not be unreasonably withheld, 
conditioned or delayed), which contract provides for the periodic washing of all such windows at least once every one hundred eighty 
(180) days during the Lease Term. Promptly following a request from Landlord, Tenant shall furnish Landlord with copies of all such service 
contracts, and shall provide Landlord with written notice within a reasonable period of time following any change in the service contractor. All 
interior windows in the Premises shall be washed on a commercially reasonable basis.  

D. HVAC . Tenant shall (i) maintain and repair (including replacement of component parts when necessary) all HVAC equipment 
located within or exclusively serving the Premises, and shall keep the same in good condition and repair through regular inspection and 
servicing, and (ii) maintain continuously throughout the Lease Term a service contract for the maintenance of all such HVAC equipment with a 
licensed HVAC repair and maintenance contractor approved by Landlord, which contract provides for the periodic inspection and servicing of 
the HVAC equipment in accordance with the manufacturer’s recommendations, but in any event at least once every one hundred twenty (120)  
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days during the Lease Term. Notwithstanding the foregoing, Landlord may elect at any time to assume responsibility for the maintenance, 
repair and replacement of such HVAC equipment which serves the Premises and include such costs in Operating Expenses (provided that such 
costs are commercially reasonable and customary for such service contracts given the nature and type of the work being performed). Promptly 
following a request from Landlord, Tenant shall furnish Landlord with copies of all such service contracts, and shall provide Landlord with 
written notice within a reasonable period of time following any change in the service contractor. Notwithstanding the foregoing or anything to 
the contrary set forth in this Lease, in the event that a base Building HVAC system (and not any supplemental HVAC system installed in the 
Premises by Tenant, the maintenance, repair and replacement of which shall be the sole responsibility of Tenant) needs to be replaced due to 
normal wear and tear (and not as a result of (A) damage to the Building caused by peril or condemnation, which shall be covered by Articles 11 
and 12 , respectively, of this Lease, (B) Tenant’s failure to maintain and repair such Building HVAC system in accordance with the terms of 
this Section 6.1 , or (C) any negligence or willful misconduct on the part of Tenant or Tenant’s Agents, subject to Section 9.3 regarding waiver 
of subrogation), Landlord shall perform such work and Tenant shall pay Landlord the amortized costs thereof in accordance with Section 6.4 , 
below.  

E. Standards . All repairs and replacements required of Tenant shall be promptly made with new materials of like kind and quality. 
If the work affects the structural parts of the Building or if the estimated cost of any item of repair or replacement is in excess of the Permitted 
Tenant’s Alterations Limit, then Tenant shall first obtain Landlord’s written approval of the scope of the work, plans therefor, materials to be 
used, and the contractor, which approval shall not be unreasonably withheld, conditioned or delayed.  

6.2 Landlord’s Obligation to Maintain : Landlord shall repair, maintain and operate the Common Area and repair and maintain the roof, 
exterior and structural parts of the Building (including, without limitation, the foundation, floor slabs, columns, beams and load-bearing walls) 
(the “ Building Structure ”), so that the same are kept in good order and repair, the costs of which shall be included in Operating Expenses to 
the extent permitted by Article 8 of this Lease. If there is central HVAC or other building service equipment and/or utility facilities serving 
portions of both the Common Area and the Premises, Landlord shall maintain and operate (and replace when necessary) such equipment, the 
cost of which shall be included in Operating Expenses to the extent permitted by Article 8 of this Lease. Landlord shall not be responsible for 
repairs required by an accident, fire or other peril or for damage caused to any part of the Project by any negligent act or omission or willful 
misconduct of Tenant or Tenant’s Agents except as otherwise required by Article 11 (subject to Section 9.3 regarding waiver of subrogation). 
Landlord may engage contractors of its choice to perform the obligations required of it by this Article, which contractors shall be licensed and 
appropriately qualified, and the necessity of any expenditure to perform such obligations shall be at the commercially reasonable discretion of 
Landlord.  

6.3 Control of Common Area : Landlord shall at all times have exclusive control of the Common Area. Landlord shall have the right, 
without the same constituting an actual or constructive eviction and without entitling Tenant to any abatement of rent, to: (i) close any part of 
the Common Area to whatever extent required in the opinion of Landlord’s counsel to prevent a dedication thereof or the accrual of any 
prescriptive rights therein; (ii) temporarily close the Common Area to perform maintenance or for any other reason deemed sufficient by 
Landlord; (iii) change the shape, size, location and extent of the Common Area; (iv) eliminate from or add to the Project any land or 
improvement, including multi-deck parking structures; (v) make changes to the Common Area including, without limitation, changes in the 
location of driveways, entrances, passageways, exits, parking spaces, parking areas, sidewalks or the direction of the flow of traffic and the site 
of the Common Area; (vi) remove unauthorized persons from the Project; and/or (vii) change the name or address of the Building or Project. 
Tenant shall keep the Common Area clear of all obstructions created or permitted by Tenant. If in the  
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opinion of Landlord unauthorized persons are using any of the Common Area by reason of the presence of Tenant in the Building, Tenant, 
upon demand of Landlord, shall restrain such unauthorized use by appropriate proceedings. In exercising any such rights regarding the 
Common Area, (i) Landlord shall make a reasonable effort to minimize any disruption to Tenant’s business, and (ii) Landlord shall not exercise 
its rights to close, change or control the Common Area in a manner that would materially interfere with Tenant’s use of or access to the 
Premises or parking rights under this Lease without first obtaining Tenant’s consent, which consent shall not be unreasonably withheld, 
conditioned or delayed. Landlord shall have no obligation to provide guard services or other security measures for the benefit of the Project. 
Tenant assumes all responsibility for the protection of Tenant and Tenant’s Agents from acts of third parties; provided, however, that nothing 
contained herein shall prevent Landlord, at its sole option, from providing security measures for the Project.  

6.4 Landlord Capital HVAC Replacements . In the event that, as a part of Tenant’s obligations under Section 6.1.D , above, Tenant is 
required to replace any of the units of the base Building HVAC system, the fire-life safety system, or the Building elevators (collectively, the “ 
BB System ”). which shall expressly exclude any supplemental HVAC units and/or fire-life safety systems installed by or on behalf of Tenant 
in the Premises, as the result of the failure of such BB System (as reasonably determined by Landlord) (the “ Replacement Unit ”), and not as 
a result of Tenant’s failure to maintain and repairs such BB Systems in accordance with the terms of Section 6.1 , above, then Tenant shall 
provide Landlord written notice of such Replacement Unit, and, provided that Landlord reasonably agrees with Tenant that, in accordance with 
commercially reasonable real estate management and accounting principles consistent with the practices of landlords of comparable properties 
located in Santa Clara, California, such Replacement Unit does in fact need to be replaced, then Landlord shall install such Replacement Unit at 
Landlord’s cost, provided that Landlord shall have the right to amortize the cost such Replacement Unit over the useful life of the Replacement 
Unit (determined in accordance with GAAP), in accordance with Section 5.4 , above.  

ARTICLE 7  
WASTE DISPOSAL AND UTILITIES  

7.1 Waste Disposal : Tenant shall store its waste either inside the Premises or within outside trash enclosures that are fully fenced and 
screened in compliance with all Private Restrictions, and designed for such purpose. All entrances to such outside trash enclosures shall be kept 
closed, and waste shall be stored in such manner as not to be visible from the exterior of such outside enclosures. Landlord hereby 
acknowledges and agrees that the trash enclosures installed and maintained by Tenant as of the date of this Lease and pursuant to the Existing 
Lease are acceptable. Tenant shall cause all of its waste to be regularly removed from the Premises at Tenant’s sole cost. Tenant shall keep all 
fire corridors and mechanical equipment rooms in the Premises free and clear of all obstructions at all times.  

7.2 Hazardous Materials : Landlord and Tenant agree as follows with respect to the existence or use of Hazardous Materials on the 
Project:  

A. Hazardous Materials Disclosure Certificate . Upon request by Landlord from time to time (but not more than once per calendar 
year, except in connection with a sale or refinancing of the Project or an Event of Tenant’s Default under this Lease), Tenant shall deliver to 
Landlord an executed Hazardous Materials disclosure statement, substantially in a form reasonably required by Landlord describing Tenant’s 
then-present use of Hazardous Materials on the Premises, and shall also deliver any other reasonably necessary information documenting the 
use by Tenant of Hazardous Materials on the Premises as requested by Landlord to the extent such information is not already included in any 
Hazardous Materials Business Plan (“ HMBP ”) previously provided by Tenant to Landlord. Tenant shall promptly file with Landlord a copy 
of any HMBP or any other business response plan or  
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inventory required to be maintained and/or filed with any federal, state or local regulatory agency under any applicable Laws. Landlord and 
Tenant acknowledge and agree that, as of the date of this Lease, (i) Tenant has fully and accurately completed Landlord’s pre-leasing 
environmental exposures questionnaire (the “ Environmental Questionnaire ”), (ii) Tenant has submitted to Landlord a copy of its most 
current HMBP, and (iii) Tenant has submitted to Landlord a copy of Tenant’s closure plan and financial assurance mechanism filed with the 
County of Santa Clara in connection with Tenant’s “permit-by-rule” treatment process allowing for an on-site hazardous waste treatment 
system, as disclosed by Tenant in the Environmental Questionnaire (the “ Closure Plan ” and, collectively with the Environmental 
Questionnaire and the HMPB Plan, the “ Approved Hazardous Materials ”), each as set forth on Exhibit E attached hereto (the “ Approved 
Hazardous Materials Exhibit ”).  

B. Hazardous Material Usage . Neither Tenant, nor Tenant’s employees, contractors and subcontractors of any tier, entities with a 
contractual relationship with Tenant (other than Landlord), or any entity acting as an agent or sub-agent of Tenant, shall be entitled to produce, 
use, store, generate, transport or dispose of any Hazardous Materials on, in, or about any portion of the Premises, Building or the Project, nor 
cause or permit any Hazardous Materials to be brought upon, placed, stored, manufactured, generated, blended, handled, recycled, used or 
released on, in, under or about the Premises (herein referred to as “ Hazardous Materials Usage ”) not previously identified by Tenant to 
Landlord per the HMBP provided pursuant to Section 7.2.A above, without, in each instance, obtaining Landlord’s prior written consent 
thereto, which consent shall not be unreasonably withheld, conditioned or delayed; provided, however, that in the event Tenant desires to use, 
store or dispose of Hazardous Materials which are not similar to the Hazardous Materials listed on the Approved Hazardous Materials Exhibit 
in terms of their hazardous character, handling profile, usage and quantity (“ New Hazardous Materials Usage ”), then (i) Landlord shall have 
the right to impose additional terms and conditions on this Lease based upon such hazardous character, handling profile, use, storage and/or 
disposal, to the extent such additional terms and conditions are consistent with the requirements of institutional landlords of “Comparable 
Buildings,” as that term is defined in Section 8.5(B), below, when leasing space to tenants using Hazardous Materials materially similar in 
terms of hazardous character, handling profile, usage and quantity to the New Hazardous Materials Usage, and (ii) the installation of any 
additional exterior storage tanks or vessels in the Common Area or below grade, with respect to such new Hazardous Materials shall be subject 
to Landlord’s prior written consent, in its sole and absolute discretion. If any information provided to Landlord by Tenant on the Approved 
Hazardous Materials Exhibit, or otherwise relating to information concerning Hazardous Materials is intentionally or grossly negligently false, 
incomplete, or misleading in any material respect, the same shall be deemed a default by Tenant under this Lease. Any Hazardous Materials 
Usage by Tenant and Tenant’s Agents after the Effective Date on or about the Project shall strictly comply with all applicable Laws, including 
all Hazardous Materials Laws. Such foregoing obligation shall include, without limitation, maintaining, and complying with, all required 
necessary licenses, certifications, permits and approvals appropriate or required for any Hazardous Materials Usage by Tenant on the Premises. 
Landlord shall have a continuing right, without obligation, to require Tenant to obtain, and to review and inspect any and all such permits, 
licenses, certifications and approvals, together with copies of any and all Hazardous Materials management plans and programs, any and all 
Hazardous Materials risk management and pollution prevention programs, and any and all Hazardous Materials emergency response and 
employee training programs respecting Tenant’s Hazardous Materials Usage.  

C. Tests and Inspections . Landlord shall have the right, but not the obligation, at all times during the Term of this Lease (but not 
more than once per calendar year, except in connection with a sale or refinancing of the Project or an Event of Tenant’s Default under this 
Lease) and subject to Tenant’s reasonable security requirements, to (i) enter and inspect the Premises, (ii) conduct tests and investigations 
periodically and from time to time to determine whether Tenant is in compliance with the provisions of this Section 7.2 or to determine if 
Hazardous Materials are present in, on or about the  
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Project, and (iii) request Tenant confirm in writing that all previously provided information to Landlord with respect to the type and amount all 
Hazardous Materials used, stored or otherwise located on, under or about any portion of the Premises and/or the Common Areas is accurate and 
complete. The cost of all such inspections, tests and investigations shall be borne by Tenant, if and only if as a result thereof Landlord 
reasonably determines that contamination has occurred on the Premises and/or Common Areas and that Tenant or any of Tenant’s Agents are 
responsible in any manner for any contamination. The aforementioned rights granted herein to Landlord and its representatives shall not create 
(a) a duty on Landlord’s part to inspect, test, investigate, monitor or otherwise observe the Premises or the activities of Tenant and Tenant’s 
Agents with respect to Hazardous Materials, including without limitation, Tenant’s operation, use and any remediation related thereto, or 
(b) liability on the part of Landlord and its representatives for Tenant’s use, storage, disposal or remediation of Hazardous Materials, it being 
understood that Tenant shall be solely responsible for all liability in connection therewith.  

D. Notice; Cleanup Obligations; Closure and Decommissioning .  

(1) Notice . Tenant shall give to Landlord prompt verbal and follow-up written notice of any spills, releases, discharges, 
disposals, emissions, migrations, removals or transportation of Hazardous Materials on, under or about any portion of the Premises, Common 
Areas or Project in violation of applicable Hazardous Materials Laws or Tenant’s obligations under this Lease, provided that Tenant has actual 
knowledge of such event(s). Tenant shall promptly forward to Landlord copies of all requests, orders, notices, permits, applications, and other 
communications and reports received by Tenant from or submitted by Tenant to any federal, state or local regulatory agency with jurisdiction 
over Tenant’s operations of the Premises in connection with the foregoing. To the extent any regulatory, judicial or other enforcement action or 
proceeding in connection with the foregoing is commenced against Tenant, Tenant shall not enter into any discretionary or voluntary 
settlement, consent decree or other compromise or resolution without first notifying Landlord of Tenant’s intention to do so and affording 
Landlord the opportunity to contest such proceedings or to join and participate, as a party if Landlord so elects, in such proceedings, and in no 
event shall Tenant enter into any discretionary or voluntary consent decree, consent order or other agreements with terms which are binding on 
Landlord or the Premises without Landlord’s prior written consent, which consent shall not be unreasonably withheld, conditioned or delayed; 
provided, however, that Tenant shall provide prompt written notice to Landlord in the event that Tenant is compelled ( i.e. , the same is not 
discretionary or voluntary) to enter into any settlement, consent decree, consent order or other compromise, resolution or agreement. Landlord 
shall have the right to appear at and participate in, any and all judicial or other administrative proceedings concerning any such foregoing 
claims.  

(2) Cleanup Obligations . Tenant, at its sole cost and expense, covenants and warrants to promptly investigate, clean up, 
remove, restore and otherwise remediate (including, without limitation, preparation of any feasibility studies or reports and the performance of 
any and all closures) any spill, release, discharge, disposal, emission, migration or transportation, incident or other consequence of its 
Hazardous Materials Usage in violation of applicable Hazardous Materials Laws or Tenant’s obligations under this Lease and arising from the 
acts or omissions of Tenant or Tenant’s Agents, in accordance with all applicable Laws, including all Hazardous Materials Laws now or 
hereinafter enacted, the HMBP Plan and this Lease. Tenant shall provide a written certification to Landlord indicating that Tenant has complied 
with all applicable reporting requirements in connection with Tenant’s obligations under this Section 7.2.D(1) . Any such investigation, clean 
up, removal, restoration and other remediation shall only be performed after Tenant has notified Landlord with respect to its plans for such 
work and obtained Landlord’s prior written consent, which consent shall not be unreasonably withheld, conditioned or delayed so long as 
Tenant is in compliance with all applicable Hazardous Materials Laws. Notwithstanding the foregoing, Tenant shall be entitled to respond 
immediately to an emergency without first obtaining Landlord’s prior written consent.  
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(3) Closure and Decommissioning . Tenant, at its sole cost and expense, shall conduct and perform, or cause to be conducted 
and performed, all closures and decommissioning activity as required by any Hazardous Materials Laws or any federal, state or local regulatory 
agencies or other governmental authorities having jurisdiction over the Premises and Tenant’s activities thereon, to the extent that such closures 
and decommissioning activity is required due to Hazardous Materials Usage by Tenant or Tenant’s Agents. All such work undertaken by 
Tenant, as required herein, shall be performed in such a manner so as to enable Landlord to continue to use the Premises and the other portions 
of the Project for commercial and industrial leasing .  

E. Indemnity . Tenant shall indemnify, hold harmless, and, at Landlord’s option (with such attorneys as Landlord may reasonably 
approve in advance and in writing), defend Landlord and Landlord’s officers, directors, shareholders, partners, members, managers, employees, 
contractors, property managers, agents and mortgagees (“ Landlord Parties ”) and other lien holders, from and against any and all 
“Losses” (hereinafter defined) arising from or related to: (a) any violation or alleged violation by Tenant or any of Tenant’s Agents of any of 
the Laws, including, without limitation, the Hazardous Materials Laws; (b) any breach of the provisions of this Section 7.2 or any subsection 
thereof by Tenant or any of Tenant’s Agents; (c) any Hazardous Materials Usage on, about or from the Premises, the Project or Common Areas 
of any Hazardous Materials approved by Landlord under this Lease, or (d) Landlord’s exercise of the “Landlord Cure Right,” as that term is 
defined in subparagraph I. , below (except to the extent of any negligence or willful misconduct by Landlord or any Landlord Party in the 
exercise of such cure right). The term “ Losses ” shall mean all claims, demands, expenses, actions, judgments, damages, penalties, fines, 
liabilities, losses of every kind and nature (including, without limitation, property damage, diminution in value of Landlord’s interest in the 
Premises or the Project, damages for the loss or restriction on use of any space or amenity within the Building or the Project, damages arising 
from any adverse impact on marketing space in the Project, sums paid in settlement of claims and any costs and expenses associated with 
injury, illness or death to or of any person), suits, administrative proceedings, costs and fees, including, but not limited to, attorneys’ and 
consultants’ fees and expenses, and the costs of cleanup, remediation, removal and restoration. To the actual knowledge of Landlord, except as 
set forth in reports delivered to Tenant before Tenant’s execution of this Lease, Landlord has no written notices, reports, materials or other 
written information indicating the presence of Hazardous Materials on the Project or the soil, surface water or groundwater thereof in violation 
of Hazardous Materials Laws. Landlord agrees to indemnify, hold harmless and, at Tenant’s option (with such attorneys as Tenant may 
approve in advance and in writing) defend Tenant and Tenant’s officers, directors, shareholders, partners, members, managers and employees 
(“ Tenant Parties ”) from and against any liability, obligation, damage or costs, including without limitation, claims for personal injuries, 
property damage or regulatory liability arising out of Hazardous Materials Laws, and including reasonable attorneys’, consultants and expert’s 
fees and costs, resulting from any Hazardous Materials which were brought onto the Project or within the Building or the Premises by Landlord 
or a Landlord Party, except to the extent such liability, obligation, damage or costs was a result of the negligence or willful misconduct of 
Tenant or a Tenant Party, or was proportionately caused, exacerbated or permitted by Tenant or a Tenant Party.  

F. Hazardous Material . As used herein, the term “ Hazardous Materials ” means any hazardous, radioactive or toxic substance, 
material or waste which is or becomes regulated by any local governmental authority, the State of California or the United States Government 
or under any Hazardous Materials Laws. The term “Hazardous Material,” includes, without limitation, hazardous radioactive material, 
radioactive material, mixed waste, petroleum products, asbestos, PCB’s, and any material or substance which is (i) listed under Article 9 or 
defined as hazardous or extremely hazardous pursuant to Article 11 of Title 22 of the California Code of Regulations, Division 4, Chapter 20, 
(ii) defined as a “hazardous waste” pursuant to Section 1004 of the Federal Resource Conservation and Recovery Act, 42 U.S.C. 6901 et seq. 
(42 U.S.C. 6903), (iii) defined as a “hazardous substance” pursuant to Section 101 of the Comprehensive Environmental Response, 
Compensation and Liability Act, 42  
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U.S.C. 9601 et seq. (42 U.S.C. 9601) or (iv) regulated as a radioactive material under Title 17, Division 1, Chapter 5, Subchapter 4 of the 
California Code or Regulations and Title 10, Code of Federal Regulations, part 20. As used herein, the term “ Hazardous Materials Laws ” 
shall mean any statute, law, ordinance, or regulation of any governmental body or agency (including the U.S. Environmental Protection 
Agency, the California Regional Water Quality Control Board, the California Department of Public Health Radiologic Health Branch and the 
California Department of Toxic Substances Control) which regulates the use, storage, release or disposal of any Hazardous Material.  

G. Removal . To the extent not otherwise authorized to do so under its permit-by-rule closure plan or other applicable requirements, 
Tenant shall promptly remove from the Premises, Building and Project , and in compliance with all applicable laws, all Hazardous Materials 
used by Tenant in its operations when they are no longer needed for such use.  

H. Tenant’s Obligations upon Surrender . At the expiration or earlier termination of the Lease Term, Tenant, at Tenant’s sole cost 
and expense, shall: (i) cause all Hazardous Materials located on, in or about any portion of the Premises, Building or Project by Tenant or a 
Tenant Agent, to be removed from the Premises and managed or disposed of in accordance with all Hazardous Materials Laws and as 
necessary to allow the Premises to be used for any commercial purpose; and (ii) cause to be removed all containers installed or used by Tenant 
or Tenant’s Agents to store any Hazardous Materials on the Premises, and cause to be repaired any damage to the Premises caused by such 
removal. Within one hundred twenty (120) days prior to the expiration or earlier termination of this Lease, Landlord may, at Landlord’s sole 
cost and expense, cause an environmental assessment of the Premises by a competent and experienced environmental engineer or engineering 
firm reasonably selected by Landlord, which (i) evidences that the Premises are in a clean and safe condition and free and clear of any 
Hazardous Materials; and (ii) includes a review of the Premises by an environmental consultant for asbestos, mold, fungus, spores, and other 
moisture conditions, on-site chemical use, and lead-based paint. If such environmental assessment reveals that remediation or clean-up for 
which Tenant is responsible under this Lease is required under any Hazardous Materials Laws, then (A) Tenant shall promptly reimburse 
Landlord for the cost of such environmental assessment, and (B) Tenant shall submit a remediation plan prepared by a recognized 
environmental consultant and shall be responsible for all costs of remediation and clean-up, as provided in this Section 7.2 .  

I. Landlord Cure Right . If Tenant fails to comply with the terms of this Section 7.2 (subject to any applicable notice and cure 
periods expressly set forth herein), including, without limitation, if Tenant fails to commence and carry out closure or decommissioning or 
otherwise fails to promptly investigate, clean up, remove, restore, provide closure or otherwise so remediate the Premises as required by 
Hazardous Materials Laws, Landlord may, but without obligation to do so, take any and all steps necessary to rectify the same and Tenant shall 
promptly reimburse Landlord, upon demand, for all out-of-pocket costs and expenses incurred by Landlord in performing Tenant’s obligations 
with respect to the investigation, clean up, removal, restoration, closure and remediation work hereunder (the “ Landlord Cure Right ”).  

J. Pollution Legal Liability Environmental Insurance . Tenant shall obtain and maintain Pollution Legal Liability Environmental 
Insurance (i) from an insurance carrier with a rating of no less than A-X in Best’s Insurance Guide, and (ii) providing commercially reasonable 
coverage and deductibles (to the extent available) with respect to (i) known and unknown pre-existing conditions; (ii) unknown and later 
discovered conditions; (iii) on-site and off-site third-party claims for bodily injury or property damage; and (iv) legal defense expenses. The 
form of the Pollution Legal Liability Environmental Insurance policy shall be reasonably acceptable to Landlord, and the term of such policy 
shall be at least equal to the then-current Lease Term plus an additional six (6) months. Further, notwithstanding anything to the contrary set 
forth in this Lease, as a condition precedent to the  
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effectiveness of Tenant’s exercise of its right to extend the Lease Term by the Extension Period pursuant to the terms of Exhibit D attached 
hereto or otherwise, Tenant shall have obtained the policy described in this Section 7.2J , in accordance with the terms of this Section 7.2J , 
including without limitation, that the term of such policy shall be at least equal to the length of the Extension Period plus an additional six 
(6) months. Landlord shall be named as an additional named insured on the Pollution Legal Liability Environmental Insurance policy by 
endorsement, and an endorsement shall be issued to the Pollution Legal Liability Environmental Insurance policy that provides the policy 
cannot be amended, modified, terminated or cancelled by the insured without the prior written consent of Landlord. Any new Pollution Legal 
Liability Environmental Insurance policy that Tenant obtains shall provide coverage for pollution conditions and unknown claims arising prior 
to the date such policy was issued (e.g., pre-existing conditions shall be covered).  

K. Consolidation of Other Facilities . In the event that Tenant elects to consolidate one or more of its other existing facilities 
(including, without limitation, Tenant’s facilities currently located in Fremont, California) into Tenant’s operations at the Premises, prior to 
such consolidation and any construction or alteration of the improvements in the Premises in connection therewith, Tenant shall submit to 
Landlord a revised Environmental Questionnaire, HMBP Plan and Closure Plan, and any other reasonably necessary documents as requested 
by Landlord, describing Tenant’s use of Hazardous Materials as a result of such consolidation (the “ Consolidation Hazardous Materials 
Documents ”). Tenant’s use of the Hazardous Materials disclosed in the Consolidation Hazardous Materials Documents shall be subject to 
Landlord’s prior written consent, which consent shall not be unreasonably withheld or delayed; provided, however, that if the Hazardous 
Materials described in the Consolidation Hazardous Materials Documents are New Hazardous Materials Usage, then (i) Landlord shall have the 
right to impose additional terms and conditions on this Lease based upon such hazardous character, handling profile, use, storage and/or 
disposal of the Hazardous Materials described in the Consolidation Hazardous Materials Documents, to the extent such additional terms and 
conditions are consistent with the requirements of institutional landlords of Comparable Buildings when leasing space to tenants using 
Hazardous Materials materially similar in terms of hazardous character, handling profile, usage and quantity to the New Hazardous Materials 
Usage, and (ii) the installation of any exterior storage tanks or vessels in the Common Area or below grade with respect to such Hazardous 
Materials described in the Consolidation Hazardous Materials Documents shall be subject to Landlord’s prior written consent, in its sole and 
absolute discretion.  

L. Survival . The obligations of Landlord and Tenant under this Section 7.2 shall survive the expiration or earlier termination of the 
Lease Term. The rights and obligations of Landlord and Tenant with respect to issues relating to Hazardous Materials are exclusively 
established by this Section 7.2. In the event of any inconsistency between any other part of this Lease and this Section 7.2, the terms of this 
Section 7.2 shall control.  

7.3 Utilities : Tenant shall promptly pay, as the same become due, all charges for water, gas, electricity, telephone, sewer service, waste 
pick-up and any other utilities, materials or services furnished directly to or used by Tenant on or about the Premises during the Lease Term, 
including, without limitation, (i) meter, use and/or connection fees, hook-up fees, or standby fees (excluding any connection fees or hook-up 
fees which relate to making the existing electrical, gas, and water service available to the Premises as of the Commencement Date), and 
(ii) penalties for discontinued or interrupted services.  

7.4 Compliance with Governmental Regulations : Tenant shall comply with all rules, regulations and requirements promulgated by 
national, state or local governmental agencies or utility suppliers concerning the use of utility services, including any rationing, limitation or 
other control. Tenant shall not be entitled to terminate this Lease nor to any abatement in rent by reason of such compliance.  
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7.5 Interruption of Use : Notwithstanding anything to the contrary set forth in this Lease, in the event that any utility service provided to 
the Premises is interrupted for a period in excess of five (5) consecutive days (an “ Abatement Event ”) due to the active or gross negligence 
or willful misconduct of Landlord or Landlord’s Agents, Tenant’s sole remedy with respect to such Abatement Event shall be an abatement of 
Tenant’s obligation to pay Rent under this Lease in proportion to the extent that the Premises is untenantable and Tenant does not in fact use 
the Premises for the Permitted Use as a result of such interruption. In the event of any Abatement Event that is not due to the active or gross 
negligence or willful misconduct of Landlord or Landlord’s Agents, Tenant’s sole remedy shall be an abatement of Tenant’s obligation to pay 
Rent under this Lease in an amount not to exceed the total amount of any reimbursement actually received by Landlord from any rental loss 
insurance policy maintained by Landlord.  

ARTICLE 8  
OPERATING EXPENSES  

8.1 Tenant’s Payment Obligation : As Additional Rent, Tenant shall pay Tenant’s Share (specified in Section G of the Summary) of all 
Operating Expenses. Tenant shall pay such share of the actual Operating Expenses incurred or paid by Landlord but not theretofore billed to 
Tenant within thirty (30) days after receipt of a written bill therefor from Landlord, on such periodic basis as Landlord shall designate, but in no 
event more frequently than once a month. Alternatively, Landlord may from time to time require that Tenant pay Tenant’s Share of Operating 
Expenses in advance in estimated monthly installments, in accordance with the following: (i) Landlord shall deliver to Tenant Landlord’s 
reasonable estimate of the Operating Expenses it anticipates will be paid or incurred for the Landlord’s fiscal year in question; (ii) during such 
Landlord’s fiscal year Tenant shall pay such share of the estimated Operating Expenses in advance in monthly installments as required by 
Landlord due with the installments of Base Monthly Rent; and (iii) within one hundred eighty (180) days after the end of each Landlord’s fiscal 
year, Landlord shall furnish to Tenant a statement in reasonable detail of the actual Operating Expenses paid or incurred by Landlord during the 
just ended Landlord’s fiscal year (the “ Annual Reconciliation Statement ”) and thereupon there shall be an adjustment between Landlord and 
Tenant, with payment to Landlord or credit by Landlord against the next installment of Base Monthly Rent (or refund to Tenant with respect to 
the last year of the Lease Term), as the case may require, within thirty (30) days after delivery by Landlord to Tenant of said statement, so that 
Landlord shall receive the entire amount of Tenant’s Share of all Operating Expenses for such Landlord’s fiscal year and no more. The failure 
of Landlord to delivery such annual reconciliation statement within said 180-day period under clause (iii) above shall not constitute a waiver or 
otherwise release a party from its obligation to make a payment or credit when such reconciliation is actually done.  

Notwithstanding anything to the contrary in this Lease, if the Project consists of multiple buildings, certain Operating Expenses may 
pertain to a particular building(s) and other Operating Expenses to the Project as a whole. Landlord reserves the right in its reasonable 
discretion to equitably allocate any such costs applicable to any particular building within the Project to the building in question whose tenants 
shall be responsible for payment of their respective proportionate shares in the pertinent building and other such costs applicable to the Project 
to each building in the Project (including the Building) with the tenants in each such building being responsible for paying their respective 
proportionate shares in such building of such costs to the extent required under the applicable leases. Landlord shall use commercially 
reasonable efforts to allocate such costs to the buildings (including the Building) in a reasonable, non-discriminatory manner and such 
allocation shall be binding on Tenant.  
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8.2 Operating Expenses Defined : The term “ Operating Expenses ” shall mean the total amounts paid or payable, whether by Landlord 
or others on behalf of Landlord, in connection with the ownership, maintenance, repair, and operations of the Building, the Common Areas and 
the Project, including without limitation, the following:  

A. All costs and expenses paid or incurred by Landlord in doing the following (including payments to independent contractors 
providing services related to the performance of the following): (i) maintaining, cleaning, repairing and resurfacing the roof (including repair of 
leaks) and the exterior surfaces (including painting) of all buildings located on the Project; (ii) maintenance of any liability, fire, property 
damage, earthquake and other insurance covering the Project carried by Landlord pursuant to Section 9.2 (including the prepayment of 
premiums for coverage of up to one year, provided that Tenant shall not be responsible for any premiums relating to any time period for which 
Tenant is not obligated to pay its share of Operating Expenses hereunder); (iii) subject to Section 5.4 and Article 6 , above, maintaining, 
repairing, operating and replacing when necessary HVAC equipment, utility facilities and other building service equipment; (iv) providing 
utilities to the Common Area (including lighting, trash removal and water for landscaping irrigation); (v) complying with all applicable Laws 
and Private Restrictions; (vi) operating, maintaining, repairing, cleaning, painting, re-striping and resurfacing the Common Area; 
(vii) replacement or installation of lighting fixtures, directional or other signs and signals, irrigation systems, trees, shrubs, ground cover and 
other plant materials, and all landscaping in the Common Area; and (viii) providing security (provided, however, that Landlord shall not be 
obligated to provide security and if it does, Landlord may discontinue such service at any time and in any event Landlord shall not be 
responsible for any act or omission of any security personnel); and (ix) capital improvements as provided in Section 5.4 hereof;  

B. The following costs: (i) Real Property Taxes as defined in Section 8.3 ; (ii) the amount of any “deductible” paid by Landlord 
with respect to damage caused by any Insured Peril, provided that such deductible is in a commercially reasonable amount comparable to 
deductibles paid by landlords of comparable institutionally-owned buildings of similar size, age, location, quality of appearance and services to 
the Building, and located in the Santa Clara, California area (“ Comparable Buildings ”); (iii) the amount of any deductibles paid by Landlord 
with respect to damage caused by earthquake, flood or terrorist act, subject to Section 5.4(iv) , above, and provided that Tenant’s Share of such 
deductibles shall not exceed a cumulative amount equal to $1.50 per rentable square foot of the Premises per year, and provided further than no 
part of any such cumulative deductible amounts incurred by Landlord in excess of the forgoing cap in any fiscal year during the Lease Term 
may be amortized or otherwise passed through to Tenant as part of Operating Expenses in any future fiscal year during the Lease Term; and 
(iv) that portion of all compensation (including benefits and premiums for workers’ compensation and other insurance) paid to or on behalf of 
employees of Landlord but only to the extent they are involved in the performance of the work described by Section 8.2A that is fairly 
allocable to the Project;  

C. Fees for property management services rendered by either Landlord or a third party manager engaged by Landlord (which may 
be a party affiliated with Landlord), not to exceed the monthly rate of three percent (3%) of the gross revenues from the Project, plus charges 
for office rent for property management, supplies, equipment, salaries, wages, bonuses and other compensation (including fringe benefits, 
vacation, holidays and other paid absence benefits) relating to employees of Landlord or its property manager or agents engaged in the 
management, operation, repair, or maintenance of the Building and/or Common Areas of the Project;  

D. All additional costs and expenses incurred by Landlord with respect to the operation, protection, maintenance, repair and 
replacement of the Project which would be considered a current expense pursuant to commercially reasonable real estate management and 
accounting principles consistent with the practices of landlords of comparable properties located in Santa Clara, California.  
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E. Notwithstanding the foregoing, for purposes of this Lease, Operating Expenses shall not, however, include:  

(1) payments on any loans or ground leases affecting the Project;  

(2) depreciation of any building or any major systems of building service equipment within the Project;  

(3) any cost incurred in complying with Hazardous Materials Laws, which subject is governed exclusively by Section 7.2 , it 
being understood that in no event will any costs related to the presence of any Hazardous Materials on, under or about the Project be included 
in Operating Expenses;  

(4) costs, including legal fees, space planners’ fees, and brokerage or finder’s fees incurred in connection with the original 
construction or development, or original or future leasing of the Project, and costs, including permit, license and inspection costs, incurred with 
respect to the installation of tenant improvements made for other tenants or occupants of the Project or incurred in renovating or otherwise 
improving, decorating, painting or redecorating vacant space for tenants or other occupants of the Project (excluding, however, such costs 
relating to any common areas of the Building or Project or parking facilities);  

(5) any bad debt loss, rent loss, or reserves for bad debts or rent loss;  

(6) costs associated with the operation of the business of the limited liability company, partnership or entity which 
constitutes Landlord, as the same are distinguished from the costs of operation of the Building or Project (which shall specifically include, but 
not be limited to, accounting costs associated with the operation of the Building or Project). Costs associated with the operation of the business 
of the limited liability company, partnership or entity which constitutes Landlord include costs of partnership accounting and legal matters, 
costs of defending any lawsuits with any mortgagee (except as the actions of the Tenant may be in issue), costs of selling, syndicating, 
financing, mortgaging or hypothecating any of the Landlord’s interest in the Project, and costs incurred in connection with any disputes 
between Landlord and its employees, between Landlord and Project management, or between Landlord and other tenants or occupants;  

(7) except for a management fee provided in Section 8.2.C above, overhead and profit increment paid to the Landlord or to 
subsidiaries or affiliates of the Landlord for services in the Project to the extent the same exceeds the costs of such services rendered by 
qualified, unaffiliated third parties on a competitive basis;  

(8) costs arising from the active or gross negligence or willful misconduct of Landlord or its agents, employees, vendors, 
contractors, or providers of materials or services;  

(9) costs, including fines or penalties, incurred due to a violation of any Law by Landlord or any of Landlord’s Agents, but 
not including (i) on-going recurring compliance costs (by way of example only, costs to comply with a Law requiring periodic elevator 
maintenance, or related to fire-extinguisher inspections, which shall be included in Operating Expenses), or (ii) costs resulting from a violation 
of any Law by Tenant or any of Tenant’s agents or Tenant’s failure to timely pay Tenant’s Share of Operating Expenses to Landlord, in which 
event Tenant shall be solely responsible for such costs;  
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(10) costs for repairs or other work incurred by reason of fire or other casualty, or by the exercise of the right of eminent 
domain, to the extent Landlord is reimbursed through insurance proceeds or condemnation awards, or would have been so reimbursed if 
Landlord had in force all insurance required to be carried by Landlord under this Lease;  

(11) costs for repairs to correct defects in the original construction of the Project, or repairs that are covered by warranties to 
the extent actually covered by such warranties;  

(12) legal fees and costs, settlements, judgments or awards paid or incurred because of disputes between Landlord and 
Tenant, Landlord and other tenants or prospective occupants or prospective tenants/occupants or providers of goods and services to the Project; 

(13) costs for capital improvements to the Project (including, without limitation, capital expenditures related solely to 
another building of the Project and not to the Building or to the Project as a whole), except as set forth in Section 5.4 , above;  

(14) advertising and promotional expenses;  

(15) costs for which Landlord receives separate reimbursement directly from any other tenant (other than as a reimbursement 
of operating expenses) or occupant of the Project;  

(16) wages and/or benefits attributable to personnel above the level of Project manager or Project engineer;  

(17) rentals and other related expenses incurred in leasing Building equipment which if purchased the cost of which would 
be excluded from Operating Expenses as a capital cost, except equipment not affixed to the Project which is used in providing janitorial or 
similar services and, further excepting from this exclusion such equipment rented or leased to remedy or ameliorate an emergency condition in 
the Building or Common Area servicing the Building;  

(18) costs arising from Landlord’s charitable or political contributions;  

(19) costs of acquiring sculptures, paintings or other object of art;  

(20) fines, penalties or interest payable by Landlord (unless such fines, penalties and interest result from Tenant’s failure to 
timely pay its Share of Operating Expenses to Landlord, in which event Tenant shall be solely responsible for such costs);  

(21) costs first accruing after the expiration or earlier termination of this Lease; and  

(22) the amount of any insurance deductible relating to damage caused by an event of casualty that is the triggering event for 
the termination of this Lease pursuant to Article 11 , below.  

F. Intentionally Omitted .  

8.3 Real Property Taxes Defined : The term “ Real Property Taxes ” shall mean all taxes, assessments, levies, and other charges of any 
kind or nature whatsoever, general and special, foreseen and unforeseen (including all installments of principal and interest required to pay any 
existing or future general or special assessments for public improvements, services or benefits, and any increases resulting  
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from reassessments resulting from a change in ownership, new construction, or any other cause), now or hereafter imposed by any 
governmental or quasi-governmental authority or special district having the direct or indirect power to tax or levy assessments, which are 
levied or assessed against, or with respect to the value, occupancy or use of all or any portion of the Project (as now constructed or as may at 
any time hereafter be constructed, altered, or otherwise changed) or Landlord’s interest therein, the fixtures, equipment and other property of 
Landlord, real or personal, that are an integral part of and located on the Project, the gross receipts, income, or rentals from the Project, or the 
use of parking areas, public utilities, or energy within the Project, or Landlord’s business of leasing the Project. The parties acknowledged that 
Proposition 13 was adopted by the voters of the State of California in the June 1978 election (“ Proposition 13 ”) and that assessments, taxes, 
fees, levies and charges may be imposed by governmental agencies for such services as fire protection, street, sidewalk and road maintenance, 
refuse removal and for other governmental services formerly provided without charge to property owners or occupants, and, in further 
recognition of the decrease in the level and quality of governmental services and amenities as a result of Proposition 13, Real Property Taxes 
shall also include any governmental or private assessments or the Project’s contribution towards a governmental or private cost-sharing 
agreement for the purpose of augmenting or improving the quality of services and amenities normally provided by governmental agencies. If at 
any time during the Lease Term the method of taxation or assessment of the Project prevailing as of the Effective Date shall be altered so that 
in lieu of or in addition to any Real Property Tax described above there shall be levied, assessed or imposed (whether by reason of a change in 
the method of taxation or assessment, creation of a new tax or charge, or any other cause) an alternate or additional tax or charge (i) on the 
value, use or occupancy of the Project or Landlord’s interest therein, or (ii) on or measured by the gross receipts, income or rentals from the 
Project, on Landlord’s business of leasing the Project, or computed in any manner with respect to the operation of the Project, then any such tax 
or charge, however designated, shall be included within the meaning of the term Real Property Taxes for purposes of this Lease. If any Real 
Property Tax is based upon property or rents unrelated to the Project, then only that part of such Real Property Tax that is fairly allocable to the 
Project shall be included within the meaning of the term Real Property Taxes. Notwithstanding anything to the contrary set forth herein, in the 
event that any assessment or Real Property Taxes may be payable in installments over a period in excess of one (1) year, Tenant’s share of Real 
Property Taxes shall be determined as if Landlord had elected to pay the charge in the permitted maximum number of installments (including 
any costs and fees in connection therewith), and Tenant shall be responsible only for those installments or parts of installments which would be 
attributable to the Lease Term. Any costs and expenses (including, without limitation, reasonable attorneys’ and consultants’ fees) reasonably 
incurred in attempting to protest, reduce or minimize Tax Expenses (a “ Tax Appeal ”) shall be included in Real Property Taxes in the year 
such expenses are incurred. Tax refunds shall be credited against Real Property Taxes and refunded to Tenant regardless of when received, 
based on the year to which the refund is applicable, provided that in no event shall the amount to be refunded to Tenant for any such year 
exceed the total amount paid by Tenant as Additional Rent under this Article 8 for such year. If Real Property Taxes for any period during the 
Lease Term or any extension thereof are increased after payment thereof for any reason, including, without limitation, error or reassessment by 
applicable governmental or municipal authorities, Tenant shall pay Landlord upon demand Tenant’s Share of any such increased Real Property 
Taxes included by Landlord as Operating Expenses pursuant to the terms of this Lease. Notwithstanding the foregoing, the term Real Property 
Taxes shall not include (a) estate, inheritance, succession, transfer, gift or franchise taxes of Landlord, (b) any federal or state net income tax 
imposed on Landlord’s income from all sources; (c) any real estate taxes related to any period of time prior to the Commencement Date; 
(d) any liens or levies to the extent related to Hazardous Materials on the Project that were not caused or introduced onto the Project by Tenant 
or any of Tenant’s Agents; or (e) any interest, fines or penalties payable due to the failure of Landlord to pay Real Property Taxes in a timely 
manner (unless such interest, fines and penalties are caused by Tenant’s failure to pay its share of Real Property Taxes as they become due, in 
which event Tenant shall be solely responsible for such costs). Notwithstanding the foregoing, while Landlord shall not be obligated to file any 
application or institute any proceeding  
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seeking a reduction in Real Property Taxes, in the event that Landlord elects to file a Proposition 8 application seeking a temporary reduction in 
Real Property Taxes with respect to any building in the Project, Landlord shall include the Building in such application (or shall make a 
separate such application relating thereto). If Landlord does not initiate within sixty (60) days after written request by Tenant and thereafter 
diligently pursue a Tax Appeal, Tenant shall have the right to do so and if Tenant’s Tax Appeal results in a refund or reduction of such Real 
Property Taxes, then within thirty (30) days after Landlord’s receipt of the refund, Landlord shall refund to Tenant all costs and expenses 
incurred by Tenant (to the extent the refund exceeds such costs and expenses) and Tenant’s Share of the remaining amount of such abatement 
or refund shall be applied by Landlord as a credit against Rent next becoming due.  

The parcel containing the Building may be a separate tax parcel that may also contain other buildings on such parcel. In such event 
and if the Building and the buildings and improvements are currently included in the same tax bill and contain different size and types of 
improvements, Landlord shall have the right to equitably allocate the Taxes to each such building in accordance with Landlord’s reasonable 
accounting and management principles.  

8.4 Landlord’s Books and Records: Following Tenant’s receipt of the Annual Reconciliation Statement, Tenant shall have the right, upon 
prior written notice to Landlord (“ Audit Notice ”), to commence and complete an audit of Landlord’s books and records concerning the 
Operating Expenses for the Landlord’s fiscal year that is the subject of such statement (the “ Records ”), within ninety (90) days following the 
delivery of such statement (the “ Review Period ”). Following delivery of an Audit Notice, and provided that no Event of Tenant’s Default is 
not then occurring, Tenant shall have the right, at Tenant’s sole cost, during Landlord’s regular business hours and on reasonable prior notice to 
Landlord, to audit the Records at Landlord’s principal business office (or at any other location in northern California designated by Landlord). 
Such audit shall occur within sixty (60) days following the delivery of the Audit Notice. Tenant’s audit of the Records pursuant to this 
Section 8.5 shall be conducted only by a reputable independent nationally or regionally recognized certified public accounting firm, subject to 
Landlord’s reasonable approval, which accounting firm: (i) shall have previous experience in auditing financial operating records of landlords 
of institutionally-owned buildings; (ii) shall not already be providing accounting and/or lease administration services to Tenant and shall not 
have provided accounting and/or lease administration services to Tenant in the past three (3) years; (iii) shall not be retained by Tenant on a 
contingency fee basis (i.e. Tenant must be billed based on the actual time and materials that are incurred by the accounting firm in the 
performance of the audit), and a copy of the executed audit agreement between Tenant and auditor shall be provided to Landlord prior to the 
commencement of the audit; and (iv) at Landlord’s option, both Tenant and auditor shall be required to execute a commercially reasonable 
confidentially agreement prepared by Landlord. Any audit report prepared by Tenant’s auditors shall be delivered concurrently to Landlord and 
Tenant within the Review Period. If, after such audit of the Records, Tenant disputes the amount of Operating Expense for the year under audit, 
Landlord and Tenant shall meet and attempt in good faith to resolve the dispute. If the parties are unable to resolve the dispute within sixty 
(60) days after completion of Tenant’s audit, then, at Tenant’s request, an independent certified public accounting firm selected by Landlord, 
and reasonably approved by Tenant, shall, at Tenant’s cost, conduct an audit of the relevant Operating Expenses (the “ Neutral Audit ”). 
Tenant shall pay all costs and expenses of the Neutral Audit unless the final determination in such Neutral Audit is that Landlord overstated 
Operating Expenses in the Annual Reconciliation Statement for the year being audited by more than three percent (3%), in which case 
Landlord shall pay the actual and reasonable costs and expenses of the Neutral Audit, in an amount not to exceed Ten Thousand and 00/100 
Dollars ($10,000.00). In any event, Landlord will promptly reimburse Tenant or provide a credit for any overstatement of Operating Expenses, 
and Tenant shall promptly pay to Landlord any understatement of Operating Expenses. To the extent Landlord and Tenant fail to otherwise 
reach mutual agreement regarding Operating Expenses, the foregoing audit and Neutral Audit procedures shall be the sole methods to be used 
by Tenant to dispute the amount of any Operating Expenses payable by Tenant pursuant to the terms of this Lease.  
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ARTICLE 9  
INSURANCE  

9.1 Tenant’s Insurance : Tenant shall maintain insurance complying with all of the following:  

A. Types . Tenant shall procure, pay for and keep in full force and effect the following:  

(1) Commercial general liability insurance, including property damage, against liability for personal injury, bodily injury, 
death and damage to property occurring in or about, or resulting from an occurrence in or about, the Premises with combined single limit 
coverage of not less than the amount of Tenant’s Liability Insurance Minimum specified in Section P of the Summary, which insurance shall 
contain a “contractual liability” endorsement insuring Tenant’s performance of Tenant’s obligation to indemnify Landlord contained in 
Section 10.3 ;  

(2) Fire and property damage insurance in so-called “all risk” form insuring Tenant’s Trade Fixtures, and Tenant’s 
Alterations for the full actual replacement cost thereof; and  

(3) Insurance for: (a) Business Auto Liability covering owned, non-owned and hired vehicles with a limit of not less than 
$1,000,000 per accident; (b) Employers Liability with limits of $1,000,000 each accident, $1,000,000 disease policy limit, $1,000,000 
disease—each employee; (c) Business Interruption Insurance for one hundred percent (100%) of the twelve (12) months actual loss sustained, 
and (d) Excess Liability in the amount of $5,000,000. In addition, whenever Tenant shall undertake any alterations, additions or improvements 
in, to or about the Leased Premises (“ Work ”) the aforesaid insurance protection must extend to and include injuries to persons and damage to 
property arising in connection with such Work, and such other insurance as Landlord shall reasonably require consistent with requirements of 
landlords of comparable properties located in Santa Clara, California; and the policies of or certificates evidencing such insurance must be 
delivered to Landlord prior to the commencement of any such Work.  

B. Requirements . Where applicable and required by Landlord, each policy of insurance required to be carried by Tenant pursuant 
to this Section 9.1 : (i) shall name Landlord and such other parties in interest as Landlord reasonably designates as additional insured; (ii) shall 
be primary insurance which provides that the insurer shall be liable for the full amount of the loss up to and including the total amount of 
liability set forth in the declarations without the right of contribution from any other insurance coverage of Landlord; (iii) shall be in a form 
reasonably satisfactory to Landlord; (iv) shall be carried with companies licensed to do business in California and with a rating of no less than 
A-VIII; (v) shall provide that such policy shall not be subject to cancellation, lapse or a reduction in coverage except after at least thirty 
(30) days prior written notice to Landlord so long as such provision of thirty (30) days’ notice is reasonably obtainable at a commercially 
reasonable cost, but in any event Tenant shall provide Landlord not less than ten (10) days prior written notice; (vi) shall not have a 
“deductible” in excess of such amount as is reasonably approved by Landlord; (vii) shall contain a cross liability endorsement; and (viii) shall 
contain a “severability” clause. If Tenant has in full force and effect a blanket policy of liability insurance with the same coverage for the 
Premises as described above, as well as other coverage of other premises and properties of Tenant, or in which Tenant has some interest, such 
blanket insurance shall satisfy the requirements of this Section 9.1 .  
   

-29-  



C. Evidence . A certificate of the insurer, certifying that each policy required to be carried by Tenant pursuant to this Section 9.1 
has been issued, provides the coverage required by this Section 9.1 , and contains the provisions specified herein, shall be delivered to Landlord 
prior to the time Tenant or any of its Agents enters the Premises and upon renewal of such policies, but not less than five (5) days prior to the 
expiration of the term of such coverage. If any Lender or insurance advisor reasonably determines that the amount of coverage required for any 
policy of insurance Tenant is to obtain pursuant to this Section 9.1 is not adequate, then Tenant shall increase such coverage for such insurance 
to such amount as such Lender or insurance advisor reasonably deems adequate, not to exceed the level of coverage for such insurance 
commonly carried by comparable businesses similarly situated; provided that Tenant shall not be obligated to increase its insurance coverage 
pursuant to the foregoing more than once during any three (3)-year period during the Lease Term.  

9.2 Landlord’s Insurance : Landlord shall have the following obligations and options regarding insurance:  

A. Property Damage . Landlord shall maintain a policy or policies of fire and property damage insurance in so-called “all risk” form 
insuring Landlord (and such others as Landlord may designate) against loss of rents for a period of not less than twelve (12) months and from 
physical damage to the Project with coverage of not less than the full replacement cost thereof. Landlord may so insure the Project separately, 
or may insure the Project with other property owned by Landlord which Landlord elects to insure together under the same policy or policies. 
Landlord shall have the right, but not the obligation, in its sole and absolute discretion, to obtain insurance for such additional perils as 
Landlord deems appropriate, including, without limitation, coverage for damage by earthquake and/or flood. All such coverage shall contain 
commercially reasonable “deductibles” consistent with those maintained by landlords of comparable properties located in Santa Clara, 
California. Landlord shall not be required to cause such insurance to cover any Trade Fixtures or Tenant’s Alterations of Tenant.  

B. Other . Landlord shall maintain a policy or policies of commercial general liability insurance insuring Landlord (and such others 
as are designated by Landlord) against liability for personal injury, bodily injury, death and damage to property occurring or resulting from an 
occurrence in, on or about the Project, with combined single limit coverage in such amount as Landlord from time to time determines is 
reasonably necessary for its protection.  

C. Tenant’s Obligation to Reimburse : If Landlord’s insurance rates with respect to the Building or Outside Area are increased at 
any time during the Lease Term as a result of the nature of Tenant’s particular use of the Premises, Tenant shall reimburse Landlord for the full 
amount of such increase immediately upon receipt of a bill from Landlord therefor.  

9.3 Release and Waiver of Subrogation : Notwithstanding anything to the contrary contained herein, the parties hereto release each other, 
and their respective agents and employees, and approved subtenants of the Premises (provided such subtenants provide a reciprocal release and 
waiver of subrogation) from any liability for injury or damage to property that is caused by or results from any risk insured against (or required 
to be insured against) under any valid and collectible property insurance policy carried (or required to be carried) by either of the parties, or 
which would normally be covered by so-called “all risk” or “special form” property insurance, without regard to the negligence or willful 
misconduct of the entity or party so released or any other cause. Each party shall cause each property insurance policy obtained by it to provide 
that the insurer waives all right of recovery by way of subrogation against the other party and its agents and employees in connection with any 
injury or damage covered by such policy.  
   

-30-  



ARTICLE 10  
LIMITATION ON LANDLORD ’S LIABILITY AND INDEMNITY  

10.1 Limitation on Landlord’s Liability : Landlord shall not be liable to Tenant, nor shall Tenant be entitled to terminate this Lease or to 
any abatement of rent (except as expressly provided otherwise herein), for any injury to Tenant or Tenant’s Agents, damage to the property of 
Tenant or Tenant’s Agents, or loss to Tenant’s business resulting from any cause, including without limitation any: (i) failure, interruption or 
installation of any HVAC or other utility system or service; (ii) failure to furnish or delay in furnishing any utilities or services when such 
failure or delay is caused by fire or other peril, the elements, labor disturbances of any character, or any other accidents or other conditions 
beyond the reasonable control of Landlord; (iii) limitation, curtailment, rationing or restriction on the use of water or electricity, gas or any 
other form of energy or any services or utility serving the Project; (iv) vandalism or forcible entry by unauthorized persons or the criminal act 
of any person; or (v) penetration of water into or onto any portion of the Premises or the Building through roof leaks or otherwise. 
Notwithstanding the foregoing but subject to Section 9.3 , Landlord shall be liable for any such injury, damage or loss which is proximately 
caused by the willful misconduct or gross negligence of Landlord or Landlord’s Agents.  

10.2 Limitation on Tenant’s Recourse : If Landlord or Tenant is a corporation, limited liability company, trust, partnership, joint venture, 
unincorporated association or other form of business entity: (i) the obligations of such party shall not constitute personal obligations of the 
officers, directors, trustees, partners, joint venturers, members, owners, stockholders, or other principals or representatives of such business 
entity; and (ii) neither Landlord nor Tenant shall have recourse to the assets of the other party’s officers, directors, trustees, partners, joint 
venturers, members, owners, stockholders, principals or representatives except to the extent of their interest in the Project. Tenant shall have 
recourse only to the interest of Landlord in the Project, including any interest in the rents of the Project and any sale, condemnation or 
insurance proceeds payable to Landlord (collectively, “ Owner Proceeds ”), for the satisfaction of the obligations of Landlord and shall not 
have recourse to any other assets of Landlord for the satisfaction of such obligations; provided, however, that Tenant shall not be entitled to 
recover any Owner Proceeds from Landlord or any third party after such Owner Proceeds have been distributed or paid to such third party.  

10.3 Indemnification of Landlord : Tenant shall hold harmless, indemnify and defend Landlord, and its employees, agents and 
contractors, with competent counsel reasonably satisfactory to Landlord (and Landlord agrees to accept counsel that any insurer requires be 
used), from all liability, penalties, losses, damages, costs, expenses, causes of action, claims and/or judgments arising by reason of any death, 
bodily injury, personal injury or property damage to the extent resulting from (i) any cause or causes whatsoever occurring in or on the 
Premises during the Lease Term, except to the extent of (A) the willful misconduct, active negligence or gross negligence of Landlord or 
Landlord’s Agents, (B) resulting from the violation of any Laws by Landlord or Landlord’s Agents, or (C) resulting from the underground 
migration of Hazardous Materials not brought onto the Project by Tenant or a Tenant Party, (ii) the negligence or willful misconduct of Tenant 
or its agents, employees and contractors, or (iii) an Event of Tenant’s Default. The provisions of this Section 10.3 shall survive the expiration 
or sooner termination of this Lease.  

10.4 Indemnification of Tenant . Landlord shall hold harmless, indemnify and defend Tenant, and its employees, agents and contractors, 
with competent counsel reasonably satisfactory to Tenant (and Tenant agrees to accept counsel that any insurer requires be used), from all 
liability, penalties, losses, damages, costs, expenses, causes of action, claims and/or judgments arising by reason of any death, bodily injury, 
personal injury or property damage to the extent resulting from the violation of any Laws or the negligence (to the extent not covered by the 
insurance carried or required to be carried by Landlord pursuant to this Lease), the gross negligence or willful misconduct of Landlord or 
Landlord’s Agents. The provisions of this Section 10.4 shall survive the expiration or sooner termination of this Lease.  
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10.5 In General . Notwithstanding anything to the contrary set forth in this Lease, either party’s agreement to indemnify the other party as 
set forth in Section 10.3 and 10.4, above, shall be ineffective to the extent the matters for which such party agreed to indemnify the other party 
are covered by insurance required to be carried by the non-indemnifying party pursuant to this Lease. Further, Tenant’s agreement to indemnify 
Landlord pursuant to Section 10.3 , above, and Landlord’s agreement to indemnify Tenant pursuant to Section 10.4 , above, are not intended to 
and shall not relieve any insurance carrier of its obligations under policies required to be carried pursuant to the provisions of this Lease, to the 
extent such policies cover, or if carried, would have covered the matters, subject to the parties’ respective indemnification obligations; nor shall 
they supersede the terms of Section 9.3 of this Lease.  

ARTICLE 11  
DAMAGE TO PREMISES  

11.1 Landlord’s Duty to Restore : If the Premises are damaged by any peril after the Effective Date, Landlord shall restore the Premises 
unless the Lease is terminated by Landlord pursuant to Section 11.2 or by Tenant pursuant to Section 11.3 . All insurance proceeds available 
from the fire and property damage insurance carried by Landlord pursuant to Section 9.2 shall be paid to and become the property of Landlord. 
If this Lease is terminated pursuant to either Section 11.2 or Section 11.3 , then all insurance proceeds available from insurance carried by 
Tenant which covers loss to property that is Landlord’s property or would become Landlord’s property on termination of this Lease shall be 
paid to and become the property of Landlord. If this Lease is not so terminated, then upon receipt of the insurance proceeds (if the loss is 
covered by insurance) and the issuance of all necessary governmental permits, Landlord shall commence and diligently prosecute to 
completion the restoration of the Premises, to the extent then allowed by Law, to substantially the same condition in which the Premises were 
immediately prior to such damage. Landlord’s obligation to restore shall be limited to the Premises and interior improvements, excluding any 
Tenant’s Alterations, Trade Fixtures and/or personal property constructed or installed by Tenant in the Premises. Tenant shall forthwith replace 
or fully repair all the Tenant’s Alterations installed by Tenant and existing at the time of such damage or destruction, subject to any changes or 
additions to such Tenant’s Alterations that are (i) requested by Tenant and approved by Landlord, which approval shall not be unreasonably 
withheld, conditioned or delayed, or (ii) required by applicable Law.  

11.2 Landlord’s Right to Terminate : Landlord shall have the right to terminate this Lease in the event any of the following occurs, which 
right may be exercised only by delivery to Tenant of a written notice of election to terminate within thirty (30) days after the date of such 
damage:  

A. Damage From Insured Peril . The Building is damaged by an Insured Peril to such an extent that the estimated cost to restore 
exceeds fifty percent (50%) of the then actual replacement cost thereof, and the estimated time for repair and restoration of the Building 
exceeds one (1) year, but only to the extent that Landlord terminates the leases of all similarly situated and affected tenants of the Project;  

B. Damage From Uninsured Peril . The Building is damaged by an Uninsured Peril to such an extent that the estimated cost to 
restore exceeds five percent (5%) of the then actual replacement cost thereof; provided, however, that Landlord may not terminate this Lease 
pursuant to this Section 11.2.B if Tenant agrees in writing to pay the amount by which the cost to restore the damage to the Building exceeds 
such amount and subsequently deposits such excess amount with Landlord within thirty (30) days after Landlord has notified Tenant of its 
election to terminate this Lease;  
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C. Damage Near End of Term . The Premises are damaged by any peril within twelve (12) months of the last day of the Lease Term 
to such an extent that the estimated cost to restore equals or exceeds an amount equal to six (6) times the Base Monthly Rent then due; 
provided, however, that Landlord may not terminate this Lease pursuant to this Section 11.2.C if Tenant, at the time of such damage, has a then 
valid express written option to extend the Lease Term and Tenant exercises such option to extend within fifteen (15) days following the date of 
such damage; or  

D. Restrictions on Restoration . The Building is damaged by any peril and, because of the Laws then in force, (i) cannot be restored 
to substantially the same condition in which it was prior to such damage, or (ii) cannot be used for the Permitted Use if restored as required by 
this Article.  

E. Defined Terms . As used herein, the following terms shall have the following meanings: (i) the term “ Insured Peril ” shall mean 
a peril actually insured against (or required to be insured against under this Lease) for which the insurance proceeds actually received by 
Landlord are sufficient (or would have been sufficient had Landlord maintained the required insurance) (except for any “deductible” amount 
specified by such insurance) to restore the Building under then existing building codes to substantially the condition existing immediately prior 
to the damage; and (ii) the term “ Uninsured Peril ” shall mean any peril which is not an Insured Peril. Notwithstanding the foregoing, if the 
“deductible” for earthquake, flood or terrorism insurance exceeds five percent (5%) of the replacement cost of the improvements insured, such 
peril shall be deemed an “Uninsured Peril”.  

F. Effect of Termination . In the event that Landlord terminates this Lease pursuant to this Section 11.2 , Tenant shall have no 
obligation to pay or contribute to any portion of any deductible under any applicable insurance policy carried or required to be carried by 
Landlord pursuant to this Lease.  

11.3 Tenant’s Right to Terminate : If the Premises are damaged by any peril and Landlord does not elect to terminate this Lease or is not 
entitled to terminate this Lease pursuant to Section 11.2 , then as soon as reasonably practicable, Landlord shall furnish Tenant with the written 
opinion of Landlord’s licensed architect or construction consultant as to when the restoration work required of Landlord may be completed. 
Tenant shall have the right to terminate this Lease in the event any of the following occurs, which right may be exercised only by delivery to 
Landlord of a written notice of election to terminate within fifteen (15) days after Tenant receives from Landlord the estimate of the time 
needed to complete such restoration.  

A. Major Damage . The Premises are damaged by any peril and, in the reasonable opinion of Landlord’s architect or construction 
consultant, the restoration of the Premises cannot be substantially completed within one (1) year after the date of such damage; or  

B. Damage Near End of Term . The Premises are damaged by any peril within twelve (12) months of the last day of the Lease Term 
and, in the reasonable opinion of Landlord’s licensed architect or construction consultant, the restoration of the Premises cannot be 
substantially completed within ninety (90) days after the date of such damage and such damage materially and adversely impairs Tenant’s 
ability to operate from the Premises for the Permitted Use.  

C. Failure to Complete Restoration . The Premises are damaged by any peril, the restoration is not substantially completed within 
one (1) year following the date on which Landlord obtains the necessary building permits for such restoration (but in no event more than fifteen 
(15) months from the date of such damage), and Landlord fails to substantially complete such restoration within thirty (30) days following 
Landlord’s receipt of a written notice from Tenant of its election to terminate this Lease pursuant to this Section 11.3.C .  
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11.4 Abatement of Rent : In the event of damage to the Premises which does not result in the termination of this Lease, then from and 
after the date of such damage the Base Monthly Rent and the Additional Rent shall be temporarily abated during the period of restoration in 
proportion to the degree to which Tenant’s use of the Premises is impaired by such damage. In the event of damage to the Premises which 
results in the termination of this Lease, then Tenant shall not be obligated to pay the Base Monthly Rent and the Additional Rent otherwise due 
and payable by Tenant under this Lease from and after the date of such damage until the date on which this Lease is terminated. Tenant shall 
not be entitled to any compensation or damages from Landlord for loss of Tenant’s business or property or for any inconvenience or annoyance 
caused by such damage or restoration. Tenant hereby waives the provisions of California Civil Code Sections 1932(2) and 1933(4) and the 
provisions of any similar law hereinafter enacted.  

ARTICLE 12  
CONDEMNATION  

12.1 Landlord’s Termination Right : Landlord shall have the right to terminate this Lease if, as a result of a taking by means of the 
exercise of the power of eminent domain (including a voluntary sale or transfer by Landlord to a condemnor under threat of condemnation), 
(i) ten percent (10%) or more of the Premises is so taken, (ii) more than ten percent (10%) of the Building Leasable Area is so taken, or 
(iii) more than fifty percent (50%) of the Common Area is so taken. Any such right to terminate by Landlord must be exercised within a 
reasonable period of time, to be effective as of the date possession is taken by the condemnor.  

12.2 Tenant’s Termination Right : Tenant shall have the right to terminate this Lease if, as a result of any taking by means of the exercise 
of the power of eminent domain (including any voluntary sale or transfer by Landlord to any condemnor under threat of condemnation), (i) ten 
percent (10%) or more of the Premises is so taken, or a material portion of the manufacturing area of the Premises is taken such that, in 
Tenant’s commercially reasonable business judgment, Tenant can no longer conduct its business from the Premises for the Permitted Use, and 
the part of the Premises that remains cannot be restored within a reasonable period of time and thereby made reasonably suitable for the 
continued operation of the Tenant’s business, or (ii) there is a taking affecting the Common Area and, as a result of such taking, Landlord 
cannot provide parking within reasonable walking distance of the Premises equal in number to at least eighty percent (80%) of the number of 
passes allocated to Tenant pursuant to this Lease, whether by rearrangement of the remaining parking areas in the Common Area (including 
construction of multi-deck parking structures or re-striping for compact cars where permitted by Law) or by alternative parking facilities on 
other land. Tenant must exercise such right within a reasonable period of time, to be effective on the date that possession of that portion of the 
Premises or Common Area that is condemned is taken by the condemnor.  

12.3 Restoration and Abatement of Rent : If any part of the Premises or the Common Area is taken by condemnation (other than a 
temporary taking) and this Lease is not terminated, then Landlord shall restore the remaining portion of the Premises and Common Area and 
interior improvements constructed by Landlord as they existed as of the Commencement Date, excluding any Tenant’s Alterations, Trade 
Fixtures and/or personal property constructed or installed by Tenant, and the Base Monthly Rent and Additional Rent payable by Tenant 
hereunder shall be abated during such period of restoration in proportion to the degree to which Tenant’s use of the Premises or affected 
portion thereof is materially impaired such that, in Tenant’s commercially reasonable business judgment, Tenant can no longer conduct its 
business from the Premises for the Permitted Use. Thereafter, following the period of any such restoration, the Base Monthly Rent and the 
Additional Rent shall be reduced in the same proportion that the floor area of that part of the Premises so taken (less any addition thereto by 
reason of any reconstruction) bears to the original floor area of the Premises.  
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12.4 Temporary Taking : If any portion of the Premises is temporarily taken for one (1) year or less, this Lease shall remain in effect. If 
any portion of the Premises is temporarily taken by condemnation for a period which exceeds one year or which extends beyond the natural 
expiration of the Lease Term, and such taking materially and adversely affects Tenant’s ability to use the Premises for the Permitted Use, then 
Tenant shall have the right to terminate this Lease, effective on the date possession is taken by the condemnor.  

12.5 Division of Condemnation Award : Any award made as a result of any condemnation of the Premises or the Common Area shall 
belong to and be paid to Landlord, and Tenant hereby assigns to Landlord all of its right, title and interest in any such award; provided, 
however, that Tenant shall be entitled to receive any condemnation award that is made directly to Tenant for the following: (i) for the taking of 
personal property or Trade Fixtures belonging to Tenant, (ii) for the interruption of Tenant’s business and its moving/relocation costs, (iii) for 
loss of Tenant’s goodwill; or (iv) for any temporary taking where this Lease is not terminated as a result of such taking. The rights of Landlord 
and Tenant regarding any condemnation shall be determined as provided in this Article, and each party hereby waives the provisions of 
California Code of Civil Procedure Section 1265.130 and the provisions of any similar law hereinafter enacted allowing either party to petition 
the Superior Court to terminate this Lease in the event of a partial taking of the Premises.  

ARTICLE 13  
DEFAULT AND REMEDIES  

13.1 Events of Tenant’s Default : Tenant shall be in default of its obligations under this Lease if any of the following events occurs (an “ 
Event of Tenant’s Default ”):  

A. Payment . Tenant shall have failed to pay Base Monthly Rent or Additional Rent when due, and such failure is not cured within 
five (5) days after delivery of written notice from Landlord specifying such failure to pay; or  

B. General Covenant . Tenant shall have failed to perform any term, covenant, or condition of this Lease other than those referred to 
in any other subsection of this Section 13.1 , and Tenant shall have failed to cure such breach within thirty (30) days after written notice from 
Landlord specifying the nature of such breach where such breach could reasonably be cured within said 30-day period, or if such breach could 
not be reasonably cured within said 30- day period, Tenant shall have failed to commence such cure within said 30-day period and thereafter 
continue with due diligence to prosecute such cure to completion within such time period as is reasonably needed; or  

C. Transfer . Tenant shall have sublet the Premises or assigned its interest in the Lease in violation of the provisions contained in 
Article 14 ; or  

D. Abandonment . Tenant shall have abandoned the Premises pursuant to applicable California law (provided, however, that Tenant 
shall not be in default under this Lease if it leaves all or any part of the Premises vacant so long as (i) Tenant is performing all of its other 
obligations under this Lease, including the obligation to pay Rent, (ii) Tenant provides on-site security during normal business hours for those 
parts of the Premises left vacant, (iii) such vacancy does not materially or adversely affect the validity of or coverage under any policy of 
insurance carried by Landlord with respect to the Premises, and (iv) all utility facilities and systems, including all HVAC systems, required to 
be maintained by Tenant pursuant to Section 6.1 , above, are maintained pursuant to the terms of such Section); or  
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E. Insolvency . The occurrence of the following: (i) the making by Tenant of any general arrangements or assignments for the 
benefit of creditors; (ii) Tenant becomes a “debtor” as defined in 11 USC §101 or any successor statute thereto (unless, in the case of a petition 
filed against Tenant, the same is dismissed within sixty (60) days); (iii) the appointment of a trustee or receiver to take possession of 
substantially all of Tenant’s assets located at the Premises or of Tenant’s interest in this Lease, where possession is not restored to Tenant 
within thirty (30) days; or (iv) the attachment, execution or other judicial seizure of substantially all of Tenant’s assets located at the Premises 
or of Tenant’s interest in this Lease, where such seizure is not discharged within thirty (30) days; provided, however, in the event that any 
provision of this Section 13.1E is contrary to any applicable Law, such provision shall be of no force or effect; or  

F. Required Documents . Tenant shall have failed to deliver documents required of it pursuant to Section 15.4 or Section 15.6 
within the time periods specified therein, and Tenant thereafter fails to deliver such documents within five (5) days following written notice 
from Landlord specifying such failure; or  

G. Default Under Companion Lease . Tenant shall be in default under the Companion Lease beyond any applicable notice and cure 
periods expressly set forth in the Companion Lease; or  

H. Multiple Defaults . Any two (2) failures by Tenant to observe and perform any monetary or material non-monetary provision of 
this Lease during any twelve (12) month period of the term, as such may be extended, shall constitute, at the option of Landlord, a separate and 
noncurable default.  

Any written notice of default sent by Landlord to Tenant shall be in lieu of, and not in addition to, any termination notice required under 
applicable statutory or regulatory provisions (and no further notice shall be required should Landlord elect to terminate this Lease as set forth 
below), provided that such notice shall only be “in lieu of” to the extent the same is otherwise prepared and served upon Tenant in accordance 
with all applicable statutory or regulatory provisions.  

13.2 Landlord’s Remedies : If an Event of Tenant’s Default occurs, Landlord shall have the following remedies, in addition to all other 
rights and remedies provided by any Law or otherwise provided in this Lease, to which Landlord may resort cumulatively or in the alternative:  

A. Continue . Landlord may keep this Lease in effect and enforce by an action at law or in equity all of its rights and remedies under 
this Lease, including (i) the right to recover the rent and other sums as they become due by appropriate legal action, (ii) the right to make 
payments required of Tenant or perform Tenant’s obligations and be reimbursed by Tenant for the cost thereof with interest at the Agreed 
Interest Rate from the date the sum is paid by Landlord until Landlord is reimbursed by Tenant, and (iii) the remedies of injunctive relief and 
specific performance to compel Tenant to perform its obligations under this Lease. Notwithstanding anything contained in this Lease, in the 
event of a breach of an obligation by Tenant which results in a condition which poses an imminent danger to safety of persons or damage to 
property, an unsightly condition visible from the exterior of the Building, or a threat to insurance coverage, then if Tenant does not cure such 
breach within three (3) days after delivery to it of written notice from Landlord identifying the breach, Landlord may cure the breach of Tenant 
and be reimbursed by Tenant for the cost thereof with interest at the Agreed Interest Rate from the date the sum is paid by Landlord until 
Landlord is reimbursed by Tenant. Should Landlord not terminate this Lease by giving Tenant written notice, Landlord may enforce all its 
rights and remedies under this Lease, including the right to recover the rent as it becomes due under the Lease as provided in California Civil 
Code Section 1951.4 (lessor may continue lease in effect after lessee’s breach and abandonment and recover rent as it becomes due, if lessee 
has the right to sublet or assign, subject only to reasonable limitations).  
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B. Enter and Relet . To the extent permitted by applicable Laws, Landlord may enter the Premises and release them to third parties 
for Tenant’s account for any period, whether shorter or longer than the remaining Lease Term. Tenant shall be liable immediately to Landlord 
for all costs Landlord incurs in releasing the Premises, including brokers’ commissions, expenses of altering and preparing the Premises 
required by the releasing. Tenant shall pay to Landlord the rent and other sums due under this Lease on the date the rent is due, less the rent and 
other sums Landlord received from any releasing. No act by Landlord allowed by this subparagraph shall terminate this Lease unless Landlord 
notifies Tenant in writing that Landlord elects to terminate this Lease. Notwithstanding any releasing without termination, Landlord may later 
elect to terminate this Lease because of the default by Tenant.  

C. Terminate . Landlord may terminate this Lease by giving Tenant written notice of termination, in which event this Lease shall 
terminate on the date set forth for termination in such notice. Any termination under this Section 13.2C shall not relieve Tenant from its 
obligation to pay sums then due Landlord or from any claim against Tenant for damages or rent previously accrued or then accruing. In no 
event shall any one or more of the following actions by Landlord, in the absence of a written election by Landlord to terminate this Lease, 
constitute a termination of this Lease: (i) appointment of a receiver or keeper in order to protect Landlord’s interest hereunder; (ii) consent to 
any subletting of the Premises or assignment of this Lease by Tenant, whether pursuant to the provisions hereof or otherwise; or (iii) any other 
action by Landlord or Landlord’s Agents intended to mitigate the adverse effects of any breach of this Lease by Tenant, including without 
limitation any action taken to maintain and preserve the Premises or any action taken to relet the Premises or any portions thereof to the extent 
such actions do not affect a termination of Tenant’s right to possession of the Premises.  

D. No Deemed Termination . In the event Tenant breaches this Lease and abandons the Premises, this Lease shall not terminate 
unless Landlord gives Tenant written notice of its election to so terminate this Lease. No act by or on behalf of Landlord intended to mitigate 
the adverse effect of such breach, including those described by Section 13.C , shall constitute a termination of Tenant’s right to possession 
unless Landlord gives Tenant written notice of termination.  

E. Damages . In the event Landlord terminates this Lease, Landlord shall be entitled, at Landlord’s election, to damages in an 
amount as set forth in California Civil Code Section 1951.2 as in effect on the Effective Date. For purposes of computing damages pursuant to 
California Civil Code Section 1951.2, (i) an interest rate equal to the Agreed Interest Rate shall be used where permitted, and (ii) the term 
“rent” includes Base Monthly Rent and Additional Rent. Such damages shall include:  

(1) The worth at the time of award of the amount by which the unpaid rent for the balance of the term after the time of award 
exceeds the amount of such rental loss that Tenant proves could be reasonably avoided, computed by discounting such amount at the discount 
rate of the Federal Reserve Bank of San Francisco at the time of award plus one percent (1%); and  

(2) Any other amount necessary to compensate Landlord for all detriment proximately caused by Tenant’s failure to perform 
Tenant’s obligations under this Lease, or which in the ordinary course of things would be likely to result therefrom, including the following: 
(i) expenses for cleaning, repairing or restoring the Premises; (ii) expenses for altering, remodeling or otherwise improving the Premises for the 
purpose of reletting, including installation of leasehold improvements (whether such installation be funded by a reduction of rent, direct 
payment or allowance to a new tenant, or otherwise); (iii) broker’s fees, advertising costs and other expenses of reletting the Premises; 
(iv) costs  
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of carrying the Premises, such as taxes, insurance premiums, utilities and security precautions; (v) expenses in retaking possession of the 
Premises; and (vi) attorneys’ fees and court costs incurred by Landlord in retaking possession of the Premises and in releasing the Premises or 
otherwise incurred as a result of Tenant’s default.  

F. Non Exclusive Remedies . Nothing in this Section 13.2 shall limit Landlord’s right to indemnification from Tenant as provided in 
Section 7.2 and Section 10.3 .  

13.3 Waiver : One party’s consent to or approval of any act by the other party requiring the first party’s consent or approval shall not be 
deemed to waive or render unnecessary the first party’s consent to or approval of any subsequent similar act by the other party. The receipt by 
Landlord of any rent or payment with or without knowledge of the breach of any other provision hereof shall not be deemed a waiver of any 
such breach unless such waiver is in writing and signed by Landlord. No delay or omission in the exercise of any right or remedy accruing to 
either party upon any breach by the other party under this Lease shall impair such right or remedy or be construed as a waiver of any such 
breach theretofore or thereafter occurring. The waiver by either party of any breach of any provision of this Lease shall not be deemed to be a 
waiver of any subsequent breach of the same or of any other provisions herein contained.  

13.4 Limitation On Exercise of Rights : At any time that an Event of Tenant’s Default has occurred and remains uncured, (i) it shall not 
be unreasonable for Landlord to deny or withhold any consent or approval requested of it by Tenant which Landlord would otherwise be 
obligated to give, and (ii) Tenant may not exercise any option to extend, right to terminate this Lease, or other right granted to it by this Lease 
which would otherwise be available to it.  

13.5 Waiver by Tenant of Certain Remedies : Tenant waives the provisions of Sections 1932(1), 1941 and 1942 of the California Civil 
Code and any similar or successor law regarding Tenant’s right to terminate this Lease or to make repairs and deduct the expenses of such 
repairs from the rent due under this Lease. Tenant hereby waives any right of redemption or relief from forfeiture under the laws of the State of 
California, or under any other present or future law, including the provisions of Sections 1174 and 1179 of the California Code of Civil 
Procedure.  

ARTICLE 14  
ASSIGNMENT AND SUBLETTING  

14.1 Transfer by Tenant : The following provisions shall apply to any assignment, subletting or other transfer by Tenant or any subtenant 
or assignee or other successor in interest of the original Tenant (collectively referred to in this Section 14.1 as “Tenant”):  

A. Transfer . Tenant shall not do any of the following (collectively referred to herein as a “ Transfer ”), whether voluntarily, 
involuntarily, by operation of law or otherwise without the prior written consent of Landlord, which consent shall not be unreasonably 
withheld, conditioned or delayed: (i) sublet all or any part of the Premises or allow it to be sublet, occupied or used by any other person (the 
contractors, directors, officers, agents and servants of Tenant excepted) whether by sublease, license, concession, franchise, agency, or 
management agreement; (ii) assign its interest in this Lease; (iii) mortgage or encumber the Lease (or otherwise use the Lease as a security 
device) in any manner; or (iv) materially amend or modify an assignment, sublease or other transfer that has been previously approved by 
Landlord. Tenant shall reimburse Landlord, in an amount not to exceed Five Thousand and No/100 Dollars ($5,000.00), for all reasonable, out-
of-pocket attorneys’ fees and other costs incurred by Landlord in connection with the evaluation, processing, and/or documentation of any 
requested Transfer, whether or not Landlord’s consent is granted. Landlord’s reasonable costs shall include the cost of any  
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review or investigation performed by Landlord or consultant acting on Landlord’s behalf of (i) Hazardous Materials used, stored, released, or 
disposed of by the potential Subtenant or Assignee, and/or (ii) violations of Hazardous Materials Laws by the Tenant or the proposed Subtenant 
or Assignee. Any Transfer so approved by Landlord shall not be effective until Tenant has delivered to Landlord an executed counterpart of the 
document evidencing the Transfer which (i) is in a form reasonably approved by Landlord, (ii) contains the same terms and conditions as stated 
in Tenant’s notice given to Landlord pursuant to Section 14.1B , and (iii) in the case of an assignment of the Lease, contains the agreement of 
the proposed transferee to assume all obligations of Tenant under this Lease first accruing after the effective date of such Transfer and to 
remain jointly and severally liable therefor with Tenant. Any attempted Transfer without Landlord’s required consent shall constitute an Event 
of Tenant’s Default and shall be voidable at Landlord’s option. Landlord’s consent to any one Transfer shall not constitute a waiver of the 
provisions of this Section 14.1 as to any subsequent Transfer or a consent to any subsequent Transfer. No Transfer, even with the consent of 
Landlord, shall relieve Tenant of its personal and primary obligation to pay the rent and to perform all of the other obligations to be performed 
by Tenant hereunder. The acceptance of rent by Landlord from any person shall not be deemed to be a waiver by Landlord of any provision of 
this Lease or to be a consent to any Transfer.  

B. Procedure . At least thirty (30) days before a proposed Transfer is to become effective, Tenant shall give Landlord written notice 
of the proposed terms of such Transfer and request Landlord’s approval, which notice shall include the following: (i) the name and legal 
composition of the proposed transferee; (ii) a current financial statement of the transferee, financial statements of the transferee covering the 
preceding three years if the same exist, and (if available) an audited financial statement of the transferee for a period ending not more than one 
year prior to the proposed effective date of the Transfer, all of which statements are prepared in accordance with generally accepted accounting 
principles; (iii) the nature of the proposed transferee’s business to be carried on in the Premises; (iv) all consideration to be given on account of 
the Transfer; and (v) an accurately filled out response to Landlord’s standard hazardous materials questionnaire. Tenant shall provide to 
Landlord such other information as may be reasonably requested by Landlord, and which is reasonably available to, or acquirable by, Tenant, 
within seven (7) days after Landlord’s receipt of such notice from Tenant. Landlord shall respond in writing to Tenant’s request for Landlord’s 
consent to a Transfer within the later of (i) twenty (20) days of receipt of such request together with the required accompanying documentation, 
or (ii) ten (10) days after Landlord’s receipt of all information which Landlord reasonably requests, and which is reasonably available to, or 
acquirable by, Tenant, within seven (7) days after it receives Tenant’s first notice regarding the Transfer in question. If Landlord fails to 
respond in writing within said period, then Tenant shall provide a second written notice to Landlord requesting such consent and if Landlord 
fails to respond within seven (7) days after receipt of such second notice, then Landlord will be deemed to have consented to such Transfer. 
Tenant shall promptly notify Landlord of any modification to the proposed terms of such Transfer, which shall also be subject Landlord’s 
consent in accordance with the same process for obtaining Landlord’s initial consent to such Transfer.  

C. Recapture . In the event that Tenant requests Landlord’s approval to make any Transfer in accordance with this Section 14.1 , 
Landlord shall have the right to terminate this Lease in the case of an assignment of this Lease or a sublease of substantially all of the Premises 
for substantially the remainder of the Lease Term (for purposes hereof, a sublease shall be deemed to be for the remainder of the Lease Term if 
such sublease shall expire during the final three (3) months of the Lease Term). In the event Landlord elects to so terminate this Lease, then 
such termination shall be effective fifteen (15) days after Landlord has notified Tenant in writing of such election. Upon such termination, 
Tenant shall be released from any further obligation under this Lease, and Landlord and Tenant shall execute a cancellation and release with 
respect to the Lease to effect such termination. Notwithstanding anything to the contrary set forth herein, in the event that Landlord elects to 
terminate this Lease pursuant to this Section 14.1.C , Tenant shall have the right to void such election by Landlord by delivering written notice 
to Landlord of its election to withdraw Tenant’s request to make such Transfer within five (5) business days following Tenant’s receipt of 
notice from Landlord terminating this Lease.  
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D. Other Requirements . If Landlord consents to a Transfer proposed by Tenant, Tenant may enter into such Transfer, and if Tenant 
does so, the following shall apply:  

(1) Tenant shall not be released of its liability for the performance of all of its obligations under the Lease.  

(2) If Tenant assigns its interest in this Lease, then Tenant shall pay to Landlord fifty percent (50%) of all Subrent (as 
defined in Section 14.1D(5) ) received by Tenant. In the case of assignment, the amount of Subrent owed to Landlord shall be paid to Landlord 
on the same basis, whether periodic or in lump sum, that such Subrent is paid to Tenant by the assignee.  

(3) If Tenant sublets any part of the Premises, then with respect to the space so subleased, Tenant shall pay to Landlord fifty 
percent (50%) of the positive difference, if any, between (i) all Subrent paid by the subtenant to Tenant, less (ii) the sum of all Base Monthly 
Rent and Additional Rent allocable to the space sublet. Such amount shall be paid to Landlord on the same basis, whether periodic or in lump 
sum, that such Subrent is paid to Tenant by its subtenant.  

(4) Tenant’s obligations under this Section 14.1D shall survive any Transfer, and Tenant’s failure to perform its obligations 
hereunder following any applicable notice and cure period set forth in this Lease shall be an Event of Tenant’s Default. At the time Tenant 
makes any payment to Landlord required by this Section 14.1D , Tenant shall deliver an itemized statement of the method by which the amount 
to which Landlord is entitled was calculated, certified by Tenant as true and correct to Tenant’s actual knowledge. Landlord shall have the right 
at reasonable intervals, during normal business hours and upon reasonable prior notice to Tenant, to inspect Tenant’s books and records relating 
to the payments due hereunder. Promptly upon request therefor, Tenant shall deliver to Landlord copies of all bills, invoices or other documents 
upon which its calculations are based. Landlord may condition its approval of any Transfer upon obtaining a certification from both Tenant and 
the proposed transferee of all Subrent and other amounts that are to be paid to Tenant in connection with such Transfer.  

(5) As used in this Section 14.1D , the term “ Subrent ” shall mean any consideration of any kind received, or to be 
received, by Tenant as a result of the Transfer, if such sums are related to Tenant’s interest in this Lease or in the Premises, including payments 
from or on behalf of the transferee (in excess of the book value thereof) for Tenant’s assets, fixtures, leasehold improvements, inventory, 
accounts, equipment and furniture, less the reasonable, out-of-pocket expenses incurred by Tenant for attorneys’ fees, brokerage commissions 
and/or improvements to the Premises made in connection with the Transfer.  

E. Deemed Transfers . Subject to the Permitted Transfer provisions of Section 14.1.F , below, the term “Transfer” shall include any 
of the following, whether voluntary or involuntary and whether effected by death, operation of law or otherwise:  

(1) If Tenant is a partnership or limited liability company:  

(a) A change in ownership effected voluntarily, involuntarily, or by operation of law of fifty percent (50%) or more of 
the partners or members or fifty percent (50%) or more in the aggregate of the partnership or membership interests, whether in a single 
transaction or a series of related transactions (other than transfers to immediate family members, to a living trust for estate planning purposes or 
by will or intestacy); or  
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(b) The sale, mortgage, hypothecation, pledge or other encumbrance at any time of more than an aggregate of fifty 
percent (50%) of the value of Tenant’s assets; or  

(c) The dissolution of the partnership, limited liability company or other entity without its immediate reconstitution.  

(2) If Tenant is a closely held corporation (i.e., one whose stock is not publicly held and not traded through an exchange or 
over the counter):  

(a) The sale or other transfer of more than an aggregate of fifty percent (50%) of the voting shares of Tenant or more in 
the aggregate, whether in a single transaction or a series of related transactions;  

(b) The sale, mortgage, hypothecation, pledge or other encumbrance at any time of more than an aggregate of fifty 
percent (50%) of the value of Tenant’s assets; or  

(c) The dissolution, merger, consolidation, or other reorganization of Tenant.  

F. Permitted Transfers . Notwithstanding anything contained in Section 14.1 , Landlord’s consent is not required for (i) an 
assignment or subletting of all or a portion of the Premises to an affiliate of Tenant (an entity which is controlled by, controls, or is under 
common control with, Tenant), or an assignment resulting from a non-bankruptcy reorganization of Tenant, (ii) a sale of corporate shares of 
capital stock in Tenant in connection with an initial public offering of Tenant’s stock on a nationally-recognized stock exchange or over-the-
counter market, (iii) an assignment of the Lease to an entity which acquires all or substantially all of the stock or assets of Tenant, (iv) an 
assignment of the Lease to an entity which is the resulting entity of a merger or consolidation of Tenant during the Lease Term, (v) an 
assignment of the Lease to an entity acquiring and continuing that portion of Tenant’s business operations conducted at or from the Premises, 
or (vi) a sublease to a separate entity resulting from the sale or spin-off of a separate business division of Tenant that conducts its business 
operations at or from the Premises, as long as the following conditions are met and Tenant otherwise complies with the other provisions of 
Section 14.1 (each such Transfer shall be referred to as a “ Permitted Transfer ”):  

(a) At least ten (10) business days before the Transfer (or, if a confidentiality provision in the Permitted Transfer 
agreement or applicable Laws preclude such prior notice, then within ten (10) days following such Permitted Transfer), Landlord receives 
written notice of the Transfer (as well as any documents or information reasonably requested by Landlord regarding the Transfer or the 
transferee);  

(b) There is no existing Event of Tenant’s Default and the Transfer is not a subterfuge by Tenant to avoid its 
obligations under this Lease;  

(c) If the Transfer is an assignment under clauses (i), (iii), (iv) or (v) of this Section 14.1.F , above, the transferee 
assumes in writing all of Tenant’s obligations under this Lease relating to the Premises and accruing after the date of such assignment, and the 
liability of such transferee thereunder shall be joint and several with Tenant;  

(d) If the Transfer is an assignment under clauses (iii) or (iv) of this Section 14.1.F , above, the transferee has a 
tangible net worth (exclusive of goodwill), as evidenced by financial statements delivered to Landlord and certified by an independent certified 
public accountant in accordance with generally accepted accounting principles that are consistently applied (“ Net Worth ”), at least equal in 
all material respects to Tenant’s Net Worth immediately preceding the date of the Transfer; and  
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(e) If the Transfer is an assignment under clauses (i) or (v) of this Section 14.1.F, above, the transferee has a Net Worth 
that is sufficient (as determined by Landlord in its reasonable discretion) in light of the obligations under this Lease undertaken by the 
transferee in connection with such Transfer, and as long as the Transfer is not a subterfuge to avoid the restrictions of this Lease.  

For purposes hereof, the term “ Control ” means the direct or indirect ownership of more than fifty percent (50%) of the voting 
securities of an entity or possession of the right to vote more than fifty percent (50%) of the voting interest in the ordinary direction of the 
entity’s affairs. Landlord shall not be entitled to terminate the Lease pursuant to Section 14.1C due to a Permitted Transfer or to receive any 
part of any Subrent resulting from a Permitted Transfer that would otherwise be due it pursuant to Section 14.1D .  

G. Reasonable Standards . The consent of Landlord to a Transfer may not be unreasonably withheld, provided that it is agreed to be 
reasonable for Landlord to consider any of the following reasons, which list is not exclusive, in electing to deny consent:  

(1) In Landlord’s reasonable judgment, the financial strength or credit, of the proposed transferee at the time of the proposed 
Transfer is not sufficient to perform the Transferee’s monetary and non-monetary obligations under the terms of the proposed Transfer; 
provided it shall only be reasonable to consider the financial strength and/or credit of the proposed transferee if Tenant’s tangible net worth (as 
determined in accordance with GAAP) is not reasonably sufficient in light of Tenant’s obligations under this Lease, taking into account all 
other financial obligations of Tenant;  

(2) A proposed transferee whose occupation of the Premises would cause a material diminution in the value of the Building 
or Project;  

(3) A proposed transferee whose use would require improvements to or changes in any utility or telecommunication capacity 
currently serving the Building or the Project, unless the Tenant or the proposed transferee pays for the costs of such improvements or changes;  

(4) A proposed transferee whose use of the Premises would not be permitted under Section N of the Summary;  

(5) The existence of any Event of Tenant’s Default;  

(6) Either the proposed transferee, or any person or entity which directly or indirectly, controls, is controlled by, or is under 
common control with, the proposed transferee or an affiliate of the proposed transferee, is negotiating with Landlord to lease space in the 
Project at such time (to the extent comparable space is available for lease in the Project);  

(7) The proposed transferee is a governmental agency or unit, a non-profit or charitable entity or organization or an existing 
tenant in the Project;  

(8) The proposed transferee will use, store or handle Hazardous Materials in or about the Premises of a type, nature or 
quantity not then acceptable to Landlord (provided that the Hazardous Materials, and their respective quantities, which are specifically listed on 
the Approved Hazardous Materials Exhibit shall in no event be unacceptable to Landlord for purposes of this Section 14.1.G(10) ); or  
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(9) The location or configuration of the portion of the Premises to be sublet or assigned violates applicable Laws (including, 
without limitation, building codes).  

H. Reasonable Restriction . The restrictions on Transfer described in this Lease are acknowledged by Tenant to be reasonable for all 
purposes, including, without limitation, the provisions of California Civil Code (the “ Code ”) Section 1951.4(b)(2). Tenant expressly waives 
any rights which it might otherwise be deemed to possess pursuant to applicable law, including, without limitation, Section 1997.040 of the 
Code, to limit any remedy of Landlord pursuant to Section 1951.2 or 1951.4 of the Code by means of proof that enforcement of a restriction on 
use of the Premises would be unreasonable.  

I. Restrictions on Marketing the Space . Tenant may not promote or advertise the availability of the Leased Premises or any part 
thereof unless Landlord has approved Tenant’s advertising or promotional materials in writing, which approval shall not be unreasonably 
withheld, conditioned or delayed.  

J. Occupancy by Others . Notwithstanding any contrary provision of this Article 14 , Tenant shall have the right (without the 
payment of any Subrent, without being subject to Section 14.1.C , and without the receipt of Landlord’s consent, but only following prior 
written notice to Landlord), to permit the occupancy of up to a total of five thousand (5,000) rentable square feet of the Premises to Tenant’s 
related (but not affiliated) parties and vendors (“ Tenant’s Occupants ”), on and subject to the following conditions: (i) such individuals or 
entities shall not be permitted to occupy a separately demised portion of the Premises which contains an entrance to such portion of the 
Premises other than the primary entrance to the Premises; (ii) all such individuals or entities shall be of a character and reputation consistent 
with the quality of the Project; and (iii) such occupancy shall not be a subterfuge by Tenant to avoid its obligations under this Lease or the 
restrictions on Transfers pursuant to this Article 14 . Tenant shall promptly supply Landlord with any documents or information reasonably 
requested by Landlord regarding any such individuals or entities. Any occupancy permitted under this Section 14.1.J shall not be deemed a 
Transfer under this Article 14 . Notwithstanding the foregoing, no such occupancy shall relieve Tenant from any liability under this Lease.  

14.2 Transfer By Landlord : Landlord and its successors in interest shall have the right to transfer their interest in this Lease and the 
Project at any time and to any person or entity. In the event of any such transfer, the Landlord originally named herein (and, in the case of any 
subsequent transfer, the transferor) from the date of such transfer, shall be automatically relieved, without any further act by any person or 
entity, of all liability for the performance of the obligations of the Landlord hereunder which may first accrue after the date of such transfer. 
After the date of any such transfer, the term “Landlord” as used herein shall mean the transferee of such interest in the Premises.  

ARTICLE 15  
GENERAL PROVISIONS  

15.1 Landlord’s Right to Enter : Landlord and its agents may enter the Premises at any reasonable time after giving at least one 
(1) business days’ prior notice to Tenant (and immediately in the case of emergency) for the purpose of: (i) inspecting the same; (ii) posting 
notices of non-responsibility; (iii) supplying any service to be provided by Landlord to Tenant; (iv) showing the Premises to prospective 
purchasers or mortgagees; (v) showing the Premises to prospective tenants during the last twelve (12) months of the Lease Term; (vi) making 
necessary alterations, additions or repairs; and  
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(vii) performing Tenant’s obligations when an Event of Tenant’s Default has occurred; (viii) responding to an emergency. Landlord shall have 
the right to use any and all means Landlord may deem necessary and proper to enter the Premises in an emergency. Notwithstanding anything 
set forth in this Article 15 to the contrary, Tenant may designate certain areas of the Premises as “ Secured Areas ” should Tenant require such 
areas for the purpose of securing certain valuable property or confidential information. In connection with the foregoing and except in the event 
of an emergency, Landlord shall comply with any commercially reasonable security requirements of Tenant during any entry by Landlord into 
such Secured Areas. Any entry into the Premises obtained by Landlord in accordance with this Section 15.1 shall not be a forcible or unlawful 
entry into, or a detainer of, the Premises, or an eviction, actual or constructive, of Tenant from the Premises. In addition, Landlord shall use 
commercially reasonable efforts to ensure that any entry by Landlord into the Premises in accordance with this Section 15.1 will not 
unreasonably interfere with Tenant’s operations from the Premises for the Permitted Use.  

15.2 Surrender of the Premises : Upon the expiration or sooner termination of this Lease, Tenant shall vacate and surrender the Premises 
to Landlord in the same condition as existed at the Commencement Date, except for (i) reasonable wear and tear, (ii) damage caused by any 
peril or condemnation, (iii) contamination by Hazardous Materials for which Tenant is not responsible pursuant to Section 7.2 , (iv) alterations 
or other improvements in the Premises which Tenant is permitted to surrender at the expiration or earlier termination of this Lease, and 
(v) repairs which are the responsibility of Landlord under this Lease. In this regard, normal wear and tear shall be construed to mean wear and 
tear caused to the Premises by the natural aging process which occurs in spite of prudent application of commercially reasonable standards for 
maintenance, repair and janitorial practices, and does not include items of neglected or deferred maintenance. In any event, Tenant shall cause 
the following to be done prior to the expiration or the sooner termination of this Lease: (i) the HVAC system shall be serviced by a reputable 
and licensed service firm and left in good operating condition and repair, reasonable wear and tear, damage caused by any peril or 
condemnation, and repairs which are the responsibility of Landlord under this Lease excepted; and (iii) the plumbing and electrical systems and 
lighting shall be placed in good order and repair (including replacement of any burned out, discolored or broken light bulbs, ballasts, or lenses), 
reasonable wear and tear, damage caused by any peril or condemnation, and repairs which are the responsibility of Landlord under this Lease. 
Tenant shall, prior to the expiration or sooner termination of this Lease, remove any Tenant’s Alterations which Tenant is required to remove 
pursuant to Section 5.2 and repair all damage caused by such removal, reasonable wear and tear, damage caused by any peril or condemnation, 
and repairs which are the responsibility of Landlord under this Lease excepted. If the Premises are not so surrendered at the termination of this 
Lease, Tenant shall be liable to Landlord for all costs incurred by Landlord in returning the Premises to the required condition, plus interest on 
all costs incurred at the Agreed Interest Rate. Tenant shall indemnify Landlord against loss or liability resulting from delay by Tenant in so 
surrendering the Premises, including, without limitation, any claims made by any succeeding tenant or losses to Landlord due to lost 
opportunities to lease to succeeding tenants and losses and damages suffered by Landlord due to lost opportunities to lease any portion of the 
Premises to any such succeeding tenant or prospective tenant, together with, in each case, actual attorneys’ fees and costs.  

15.3 Holding Over : This Lease shall terminate without further notice at the expiration of the Lease Term. Any holding over by Tenant 
after expiration of the Lease Term shall not constitute a renewal or extension of the Lease or give Tenant any rights in or to the Premises except 
as expressly provided in this Lease. Any holding over after such expiration with the written consent of Landlord shall be construed to be a 
tenancy from month to month on the same terms and conditions herein specified insofar as applicable except that Base Monthly Rent shall be 
increased to an amount equal to one hundred fifty percent (150%) of the Base Monthly Rent payable during the last full calendar month of the 
Lease Term. In any event, no provision of this Section 15.3 shall be deemed to waive Landlord’s right of reentry or any other right under this 
Lease or at law. Additionally, in the event that upon termination of  
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the Lease, Tenant has not fulfilled its obligation with respect to repairs and cleanup of the Premises or any other Tenant obligations as set forth 
in this Lease, then Landlord shall have the right to perform any such obligations as it deems necessary at Tenant’s sole cost and expense.  

15.4 Subordination : Concurrently with its execution and delivery of this Lease, Landlord shall provide Tenant a subordination, non-
disturbance and attornment agreement (the “ Concurrent SNDAA ”) from Landlord’s existing “Lienholder”, as that term is defined in 
Section 15.5 , below. Tenant covenants and agrees that this Lease is subject and subordinate to any Security Instrument and to any advances 
made on the security thereof and to any and all increases, renewals, modifications, consolidations, replacements and extensions thereof. This 
clause shall be self operative and no further instrument of subordination need be required by any owner or holder of any such ground lease, 
mortgage, deed of trust or security agreement; provided, however, that in consideration of and a condition precedent to Tenant’s agreement to 
subordinate this Lease to any future Security Instrument, shall be the receipt by Tenant of a subordination non-disturbance and attornment 
agreement in a commercially reasonable form provided by the “Lienholder” (as defined in Section 15.5 , below), which requires such 
Lienholder to accept this lease, and not to disturb Tenant’s possession, so long as an Event of Tenant’s Default has not occurred and be 
continuing (a “ SNDAA ”), executed by Landlord and such Lienholder. Further, in confirmation of such subordination, at Landlord’s request, 
Tenant shall execute promptly any appropriate and commercially reasonable certificate or instrument that Landlord may request. Landlord 
hereby represents and warrants that as of the Effective Date, Prudential Mortgage Capital Company is the only existing Lienholder with respect 
to the Building and the Premises. Notwithstanding the foregoing, any Lienholder shall have the right to elect, by written notice given to Tenant, 
to have this Lease be superior to its Security Instrument. In the event of the enforcement by any holder of the Security Instrument (“ Successor 
Landlord ”) of the remedies provided for by law or by such Security Instrument, at Successor Landlord’s election, Tenant will attorn to and 
recognize as its landlord, and become the tenant of, such Successor Landlord, without any change in the terms or other provisions of this Lease 
or without the execution of any further instrument by Tenant; provided, however, that such Successor Landlord or successor in interest shall 
not be bound by (a) any payment of Base Monthly Rent or Additional Rent for more than one (1) month in advance that is not actually received 
by such Successor Landlord (provided that (1) any abatement of Base Monthly Rent or Additional Rent to which Tenant is entitled shall not be 
considered “prepaid rent” for purposes of this Section 15.4 , and (2) any payment by Tenant of Tenant’s Share of Operating Expenses in 
advance in estimated monthly installments shall not impact any annual reconciliation of Operating Expenses pursuant to Section 8.1 ), (b) any 
amendment or modification of this Lease that would reduce or shorten any obligations of Tenant under this Lease, or materially impair 
Landlord’s rights under this Lease, or any waiver of the terms of this Lease, made without the written consent of the Lienholder, which consent 
shall not be unreasonably withheld, conditioned or delayed, (c) any offset right that Tenant may have against any former Landlord relating to 
any event or occurrence before the date of attornment that is not specifically allowed under the terms of this Lease; (d) except as provided in 
clause (c), above, any obligation to pay Tenant any sum(s) that any former Landlord owed to Tenant except to the extent such sums, if any, 
shall have actually been delivered to Successor Landlord by way of an assumption of escrow accounts or otherwise, (e) any obligation to pay 
Tenant any security deposited with a former Landlord, except to the extent such security was actually delivered to such Successor Landlord; or 
(f) any obligation to commence or complete any initial construction of improvements in the Premises or any expansion or rehabilitation of 
existing improvements thereon, provided that such Successor Landlord shall satisfy all ongoing maintenance and repair obligations of Landlord 
under this Lease. Upon request by such Successor Landlord, whether before or after the enforcement of its remedies, Tenant shall execute and 
deliver an instrument or instruments confirming and evidencing the attornment herein set forth This Lease is further subject to and subordinate 
to all matters of record.  
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15.5 Lender Protection : Tenant will give the owners or holders of any Security Instrument (“ Lienholder ”), by registered mail, a copy 
of any notice of default Tenant serves on Landlord, provided that Landlord or Lienholder previously notified Tenant in writing the address of 
Lienholder. Tenant further agrees that if Landlord fails to cure such default within a reasonable period of time after Landlord’s receipt of such 
notice of default from Tenant, then Tenant will provide written notice of such failure to Lienholder and Lienholder will have an additional 
thirty (30) days within which to cure the default. Lienholder shall have no obligation to cure (and shall have no liability or obligation for not 
curing) any breach or default by Landlord, except to the extent that Lienholder agrees or undertakes otherwise in writing. If the default cannot 
be cured within the additional thirty (30) day period, then Lienholder will have such additional time as may be necessary to effect the cure if, 
within the thirty (30) day period, Lienholder has commenced and is diligently pursuing the cure (including, without limitation, commencing 
foreclosure proceedings if necessary to effect the cure), and provided that Tenant’s use of the Premises for the Permitted Use is not materially 
impaired during such period.  

15.6 Estoppel Certificates and Financial Statements : At all times during the Lease Term, Tenant agrees, following any request by 
Landlord, promptly to execute and deliver to Landlord within fifteen (15) days following delivery of such request an estoppel certificate: 
(i) certifying that this Lease is unmodified and in full force and effect or, if modified, stating the nature of such modification and certifying that 
this Lease, as so modified, is in full force and effect, (ii) stating the date to which the rent and other charges are paid in advance, if any, 
(iii) acknowledging that there are not, to Tenant’s knowledge, any uncured defaults on the part of any party hereunder or, if there are uncured 
defaults, specifying the nature of such defaults, and (iv) certifying such other information about the Lease as may be reasonably required by 
Landlord. Tenant’s failure to deliver an estoppel certificate within five (5) days after Landlord’s delivery of a second request therefor following 
Tenant’s failure to deliver the same within fifteen (15) days following Landlord’s initial request pursuant to this Section 15.6 shall be a 
conclusive admission that, as of the date of the request for such statement: (i) this Lease is unmodified except as may be represented by 
Landlord in said request and is in full force and effect, (ii) there are no uncured defaults in Landlord’s performance, and (iii) no rent has been 
paid more than thirty (30) days in advance. At any time during the Lease Term Tenant shall, upon fifteen (15) days’ prior written notice from 
Landlord, provide Tenant’s most recent financial statement and financial statements covering the twenty-four (24) month period prior to the 
date of such most recent financial statement to any existing Lender or to any potential Lender or buyer of the Premises, provided that such 
financial statements are not publicly available. Such statements shall be prepared in accordance with generally accepted accounting principles 
and, if such is the normal practice of Tenant, shall be audited by an independent certified public accountant.  

Tenant hereby authorizes Landlord to obtain one or more credit reports on Tenant at any time, and shall execute such further 
authorizations as Landlord may reasonably require in order to obtain a credit report.  

15.7 Consent : Whenever Landlord’s approval or consent is required by this Lease, such approval or consent may be exercised in 
Landlord’s reasonable discretion, unless a different standard has been expressly provided in this Lease for the particular matter requiring 
Landlord’s consent or approval.  

15.8 Notices : Any notice required or desired to be given regarding this Lease shall be in writing and may be given by personal delivery, 
by facsimile, by courier service, or by mail. A notice shall be deemed to have been given (i) on the third business day after mailing if such 
notice was deposited in the United States mail, certified or registered, postage prepaid, addressed to the party to be served at its Address for 
Notices specified in Section Q or Section R of the Summary (as applicable), (ii) when delivered if given by personal delivery, and (iii) in all 
other cases when actually received at the party’s Address for Notices. Any notice received on a Saturday, Sunday or locally or nationally 
recognized holiday, such notice shall be deemed received on the next business day. Either party may change its address by giving notice of the 
same in accordance with this Section 15.8 , provided, however, that any address to which notices may be sent must be a California address.  
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15.9 Attorneys’  Fees : In the event either Landlord or Tenant shall bring any action or legal proceeding for an alleged breach of any 
provision of this Lease, to recover rent, to terminate this Lease or otherwise to enforce, protect or establish any term or covenant of this Lease, 
the prevailing party shall be entitled to recover as a part of such action or proceeding, or in a separate action brought for that purpose, 
reasonable attorneys’ fees, court costs, and experts’ fees as may be fixed by the court.  

15.10 Authority : If Landlord or Tenant is a corporation, limited liability company, partnership or other entity, each individual 
executing this Lease on behalf of said organization represents and warrants that he is duly authorized to execute and deliver this Lease on 
behalf of said organization in accordance with a duly adopted resolution or other applicable authorization of said organization, and that this 
Lease is binding upon said organization in accordance with its terms. Further, Tenant shall, within thirty (30) days following a written request 
by Landlord, deliver to Landlord a certified copy of a resolution or other applicable authorization of said organization authorizing or ratifying 
the execution of this Lease.  

15.11 Miscellaneous : Should any provision of this Lease prove to be invalid or illegal, such invalidity or illegality shall in no way 
affect, impair or invalidate any other provision hereof, and such remaining provisions shall remain in full force and effect. Time is of the 
essence with respect to the performance of every provision of this Lease in which time of performance is a factor. The captions used in this 
Lease are for convenience only and shall not be considered in the construction or interpretation of any provision hereof. Any executed copy of 
this Lease shall be deemed an original for all purposes. This Lease shall, subject to the provisions regarding assignment, apply to and bind the 
respective heirs, successors, executors, administrators and assigns of Landlord and Tenant. “ Party ” shall mean Landlord or Tenant, as the 
context implies. If Tenant consists of more than one person or entity, then all members of Tenant shall be jointly and severally liable hereunder. 
This Lease shall be construed and enforced in accordance with the laws of the State of California, without giving effect to any choice of law 
principles thereunder. The language in all parts of this Lease shall in all cases be construed as a whole according to its fair meaning, and not 
strictly for or against either Landlord or Tenant. When the context of this Lease requires, the neuter gender includes the masculine, the 
feminine, a partnership or corporation or joint venture, and the singular includes the plural. The terms “shall”, “will” and “agree” are 
mandatory. The term “may” is permissive. When a party is required to do something by this Lease, it shall do so at its sole cost and expense 
without right of reimbursement from the other party unless a provision of this Lease expressly requires reimbursement. Landlord and Tenant 
agree that (i) the gross leasable area of the Premises includes any atriums, depressed loading docks, covered entrances or egresses, and covered 
loading areas, (ii) each has had an opportunity to determine to its satisfaction the actual area of the Premises, (iii) all measurements of area 
contained in this Lease are conclusively agreed to be correct and binding upon the parties, even if a subsequent measurement of any one of 
these areas determines that it is more or less than the amount of area reflected in this Lease, and (iv) any such subsequent determination that the 
area is more or less than shown in this Lease shall not result in a change in any of the computations of rent, improvement allowances, or other 
matters described in this Lease where area is a factor. Where a party hereto is obligated not to perform any act, such party is also obligated to 
restrain any others within its control from performing said act, including the Agents of such party. Landlord shall not become or be deemed a 
partner or a joint venturer with Tenant by reason of the provisions of this Lease.  

15.12 Termination by Exercise of Right : If this Lease is terminated pursuant to its terms by the proper exercise of a right to 
terminate specifically granted to Landlord or Tenant by this Lease, then this Lease shall terminate thirty (30) days after the date the right to 
terminate is properly exercised (unless  
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another date is specified in that part of the Lease creating the right, in which event the date so specified for termination shall prevail), the rent 
and all other charges due hereunder shall be prorated as of the date of termination, and neither Landlord nor Tenant shall have any further 
rights or obligations under this Lease except for those that have accrued prior to the date of termination or those obligations which this Lease 
specifically provides are to survive termination. This Section 15.12 does not apply to a termination of this Lease by Landlord as a result of an 
Event of Tenant’s Default.  

15.13 Brokerage Commissions : Landlord and Tenant each represents and warrants to the other party that it has not authorized, retained 
or employed, or acted by implication to authorize, retain or employ, any real estate broker or salesman to act for it or on its behalf in connection 
with this Lease so as to cause the other party to be responsible for the payment of a brokerage commission, except for the Retained Real Estate 
Broker(s) identified in the Summary to this Lease. Landlord and Tenant shall each indemnify, defend and hold the other party harmless from 
and against any and all claims by any real estate broker or salesman (other than the Retained Real Estate Brokers) whom the indemnifying 
party authorized, retained or employed, or acted by implication to authorize, retain or employ, to act for the indemnifying party in connection 
with this Lease. Landlord shall pay a commission to the Retained Real Estate Broker(s) pursuant to a separate agreement.  

15.14 Force Majeure : Any prevention, delay or stoppage due to strikes, lock-outs, inclement weather, labor disputes, inability to obtain 
labor, materials, fuels or reasonable substitutes therefor, governmental restrictions, regulations, controls, action or inaction, civil commotion, 
fire or other acts of God, and other causes beyond the reasonable control of Landlord or Tenant (except financial inability) shall excuse the 
performance by Landlord or Tenant, as the case may be, for a period equal to the period of any said prevention, delay or stoppage, of any 
obligation hereunder; provided, however, that nothing set forth in this Section 15.4 shall (i) shorten any period during which Tenant is 
otherwise entitled to an abatement of Rent, or (ii) extend any time periods for commencing or completing repairs following casualty or 
condemnation set forth in this Lease.  

15.15 Entire Agreement : This Lease constitutes the entire agreement between the parties, and there are no binding agreements or 
representations between the parties except as expressed herein. Tenant acknowledges that neither Landlord nor Landlord’s Agents has made 
any legally binding representation or warranty as to any matter except those expressly set forth herein, including any warranty as to (i) whether 
the Premises may be used for Tenant’s intended use under existing Law, (ii) the suitability of the Premises or the Project for the conduct of 
Tenant’s business, or (iii) the condition of any improvements. There are no oral agreements between Landlord and Tenant affecting this Lease, 
and this Lease supersedes and cancels any and all previous negotiations, arrangements, brochures, agreements and understandings, if any, 
between Landlord and Tenant or displayed by Landlord to Tenant with respect to the subject matter of this Lease. This instrument shall not be 
legally binding until it is executed by both Landlord and Tenant. No subsequent change or addition to this Lease shall be binding unless in 
writing and signed by Landlord and Tenant.  

15.16 OFAC Compliance . Each party shall take any actions that may be required to comply with the terms of the USA Patriot Act of 
2001, as amended, any regulations promulgated under the foregoing law, Executive Order No. 13224 on Terrorist Financing, any sanctions 
program administrated by the U.S. Department of Treasury’s Office of Foreign Asset Control or Financial Crimes Enforcement Network, or 
any other laws, regulations or executive orders designed to combat terrorism or money laundering, if applicable, to this Lease. Each party 
represents and warrants to the other party that it is not an entity named on the List of Specially Designated Nationals and Blocked Persons 
maintained by the U.S. Department of Treasury, as last updated prior to the date of this Lease.  
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15.17 Outside Area . Subject to the terms and conditions contained in this Section 15.17 and elsewhere in this Lease, and subject to 
Tenant obtaining and maintaining all necessary and applicable governmental approvals, commencing as of the Commencement Date, Tenant 
shall have an exclusive license during the Lease Term for the exclusive use of certain space in the Common Area (the “ Outside Area ”), as 
generally set forth on Exhibit A attached hereto, for the storage of tanks and other equipment used in Tenant’s operations from the Premises for 
the Permitted Use. The Outside Area shall not be included in the floor area of the Premises for purposes of this Lease. The exclusive license to 
use the Outside Area granted to Tenant hereby is personal to the Tenant originally named in this Lease, any transferee pursuant to a Permitted 
Transfer and any transferee pursuant to a Transfer approved by Landlord, and shall not be otherwise assigned, sublet or otherwise transferred in 
any way or manner. Tenant acknowledges that it has been and is currently in possession of the Outside Area pursuant to the Existing Lease and 
is fully aware of the condition of the Outside Area and, therefore, Tenant shall continue to accept the Outside Area in its “as-is” condition as of 
the Commencement Date, and Landlord shall not be obligated to provide or pay for any work or services related to the improvement of the 
Outside Area. Tenant also acknowledges that neither Landlord nor any agent of Landlord has made any representation or warranty regarding 
the condition of the Outside Area or the compliance of the Outside Area with any applicable Laws. Tenant shall have the right, at Tenant’s sole 
cost and expense, to alter, change or make improvements to the Outside Area, subject to Landlord’s approval, which approval shall not be 
unreasonably withheld, conditioned or delayed; provided, however, that Tenant shall be responsible, at its sole cost and expense, for the 
maintenance and repair of the Outside Area (except to the extent the same are necessitated by the active or gross negligence or willful 
misconduct of Landlord or a Landlord Party). Tenant acknowledges and agrees that although Tenant shall have the exclusive license to use the 
Outside Area during the Lease Term, Landlord shall have no obligation to enforce Tenant’s exclusive use of the Outside Area, and neither 
Landlord nor the Landlord Parties shall in no event be liable for, and Landlord and the Landlord Parties are hereby released from any 
responsibility for, any personal injury or property damage sustained by Tenant in connection with or arising from any acts or omissions with 
regard to the admission or exclusion from the Outside Area of any person; provided, however, that Landlord hereby covenants and agrees that 
it shall not grant any third party the right to use the Outside Area or to install any equipment or structure on the Outside Area during the Lease 
Term, as the same may be extended, and shall reasonably cooperate with Tenant at no cost to Landlord to enforce Tenant’s exclusive license to 
use the Outside Area. Tenant shall keep the Outside Area clean of all trash and debris and shall also keep the surrounding areas clean of debris 
and trash arising from the use of the Outside Area. Tenant agrees, at its own expense, to pay for all utilities used by Tenant in the Outside Area 
(including, without limitation, all sales, use and other taxes (but excluding real property taxes) imposed thereon by any governmental 
authority). Tenant shall remove any personal property from the Outside Area upon the expiration or earlier termination of this Lease, or upon 
the termination of Tenant’s license under this Section 15.17 , and shall repair any damage to the Premises and Building caused by such 
removal, reasonable wear and tear and damage caused by any peril or condemnation excepted. Except as set forth in Section 4.4 , above, 
Tenant shall not be permitted to display any graphics, signs or insignias or the like in the Outside Area. Tenant’s use of the Outside Area shall 
be subject to such reasonable additional rules and regulations as Landlord may make from time to time concerning the Outside Area; provided, 
however, that to the extent there is a conflict between such rules and regulations and the provisions of this Section 15.17 , the provisions of this 
Section 15.17 shall govern and control. Landlord hereby acknowledges and agrees that Tenant’s use of the Outside Area as of the Effective 
Date of this Lease is acceptable. Except as expressly set forth in this Section 15.17 , all of the terms, conditions, limitations and restrictions 
contained in this Lease pertaining to the Premises and Tenant’s use thereof (excluding Tenant’s obligation to pay Base Monthly Rent and the 
determination of Tenant’s Share) shall apply equally to the Outside Area and Tenant’s use thereof, including, without limitation, Tenant’s 
repair and maintenance obligations set forth in Section 6.1 , Tenant’s responsibilities and obligations with respect to Hazardous Materials set 
forth in Section 7.2 , Tenant’s indemnity of Landlord set forth in Sections 7.2E and 10.3 , and Tenant’s insurance obligations set forth in 
Article 9 . The license  
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to use the Outside Area granted to Tenant hereby shall be revocable by Landlord for cause upon written notice to Tenant, and Landlord 
thereafter shall have the right to prevent Tenant’s access thereto. As used in this Section 15.17 , “cause” shall include, without limitation, any 
of the following: (i) the license granted hereby constitutes a violation of or otherwise conflicts with any law, statute, ordinance or other 
governmental rule, regulation or requirement now in force or which may hereafter be enacted or promulgated (unless Tenant changes its use of 
the Outside Area in order to comply with such law, statute, ordinance or other governmental rule, regulation or requirement); (ii) this Lease is 
terminated for any reason; or (iii) Tenant fails, after notice and a reasonable opportunity to cure (but in no event more than forty-five 
(45) days), to comply with any of the terms, conditions, limitations or restrictions contained in this Section 15.17 or elsewhere in this Lease 
which apply to the Outside Area or Tenant’s use thereof. In the event that Landlord makes a good faith determination that the license granted 
hereby and/or the use of the Outside Area by Tenant threatens the safety and/or security of persons or property, or endangers or otherwise 
interferes with the use and occupancy of the Building or Project by Landlord, its employees, agents or contractors or other tenants or occupants 
of the Building or Project, then upon receipt of written notice from Landlord identifying with reasonable specificity the grounds therefor, 
Tenant shall immediately discontinue its use of the Outside Area until such time as Tenant has mitigated such threat, danger or interference to 
Landlord’s approval, such approval not to be unreasonably withheld, conditioned or delayed.  

15.18 Rooftop Rights . In accordance with, and subject to, the terms and conditions set forth in Article 5 , above, and this Section 15.17 , 
Tenant may install and maintain, at Tenant’s sole cost and expense, the following equipment: (i) one (1) satellite dish/antennae on the roof of 
the Building for receiving of signals or broadcasts (as opposed to the generation or transmission of any such signals or broadcasts) and 
(ii) process equipment required to service the business conducted by Tenant from within the Premises (all such equipment is defined 
collectively as the “ Operations Equipment ”). Notwithstanding anything to the contrary set forth in this Section 15.18 , Tenant’s installation, 
repair and maintenance and removal of such Operations Equipment shall not invalidate any warranty held by Landlord with respect to the roof 
of the Building.  

A. Landlord makes no representations or warranties whatsoever with respect to the condition of the roof of the Building, or the 
fitness or suitability of the roof of the Building for the installation, maintenance and operation of the Operations Equipment.  

B. In the event Tenant elects to exercise its right to install any Operations Equipment, then Tenant shall give Landlord prior notice 
thereof. Such Operations Equipment shall be installed pursuant to plans and specifications approved by Landlord (specifically including, 
without limitation, all mounting and waterproofing details), which approval will not be unreasonably withheld, conditioned, or delayed. In 
addition, the physical appearance, size and weight of the Operations Equipment shall be subject to Landlord’s reasonable approval. The 
location of any such installation of the Operations Equipment shall be designated by Tenant subject to Landlord’s approval, which approval 
shall not be unreasonably withheld, conditioned or delayed, and Landlord may require Tenant to install screening around such Operations 
Equipment, at Tenant’s sole cost and expense, as reasonably designated by Landlord. Tenant shall reimburse to Landlord the actual, out-of-
pocket costs reasonably incurred by Landlord in approving such Operations Equipment. Notwithstanding any such review or approval by 
Landlord, Tenant shall remain solely liable for any damage to any portion of the roof or roof membrane, specifically including any 
penetrations, in connection with Tenant’s installation, use, maintenance and/or repair of such Operations Equipment, and Landlord shall have 
no liability therewith (except to the extent caused by Landlord’s or Landlord’s Agents’ active gross negligence or willful misconduct). Such 
Operations Equipment shall, in all instances, comply with applicable governmental laws, codes, rules and regulations. In no event shall any 
such Operations Equipment interfere with any existing rooftop communication equipment or other existing equipment of any other tenant or 
occupant of the Building or Project, or interfere with any existing rooftop communication equipment or other existing equipment of any other 
third-party with whom Landlord has any third-party agreement.  
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C. Tenant shall maintain such Operations Equipment, at Tenant’s sole cost and expense. Tenant shall remove such Operations 
Equipment upon the expiration or earlier termination of the Lease. In connection with any such removal, Tenant and shall return the affected 
portion of the rooftop and the Premises to the condition the rooftop and the Premises would have been in had no such Operations Equipment 
been installed (reasonable wear and tear, damage caused by any peril or condemnation, and repairs which are the responsibility of Landlord 
under this Lease excepted).  

D. For the purposes of determining Tenant’s obligations under this Lease with respect to its use of the Operations Equipment and 
areas of the Building in which the Operations Equipment is located, the areas in which the Operations Equipment is located (to the extent 
outside the Premises) shall be deemed to be a portion of the Premises (but Tenant shall have no obligation to pay Rent on such portion); 
consequently, all of the provisions of this Lease with respect to Tenant’s obligations as to the Premises shall apply to the installation, use and 
maintenance of the Operations Equipment, including, without limitation, the provisions relating to insurance, indemnity, repairs and 
maintenance, and compliance with Laws.  

[the balance of this page has been intentionally left blank; signature page follows]  
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IN WITNESS WHEREOF, Landlord and Tenant have executed this Lease with the intent to be legally bound thereby, to be effective as 
of the Effective Date.  
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LANDLORD:     TENANT: 
M WEST PROPCO X, LLC,  
a Delaware limited liability company      

INTEVAC, INC.,  
a Delaware corporation  

   
By:   

   
Divco West Real Estate Services, Inc.,  
a Delaware corporation  
Its Agent  

    By:   /s/ Jeffrey Andreson 
      Name:   Jeffrey Andreson 
      Its:   EVP, CFO, Secretary 

  By:   /s/ Steve Novick     Dated:   03/18/2014 
  Name:   Steve Novick       
  Its:   Authorized Signatory     By:     
     

Dated: 
     
03/21/2014  

    Name:     
        Its:     

        Dated:     



EXHIBIT A  

PROJECT SITE PLAN AND OUTLINE OF THE PREMISES  

This Exhibit is intended only to show the general outline of the Project and Premises. The depiction of interior windows, cubicles, modules, 
furniture and equipment in this Exhibit, if shown, is for illustrative purposes only, but does not mean that such items exist. Landlord is not 
required to provide, install or construct any such items. It is not to be scaled; any measurements or distances shown should be taken as 
approximate. The inclusion of elevators, stairways, electrical and mechanical closets, and other similar facilities for the benefit of occupants of 
the Building does not mean such items are part of the Premises.  
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EXHIBIT B  

TENANT WORK LETTER  

This Tenant Work Letter shall set forth the terms and conditions relating to the construction of the Tenant Improvements in the Premises. 
This Tenant Work Letter is essentially organized chronologically and addresses the issues of the construction of the Premises, in sequence, as 
such issues will arise during the actual construction of the Premises. All references in this Tenant Work Letter to Articles or Sections of “this 
Lease” shall mean the relevant portions of Articles 1 through 15 of the Lease to which this Tenant Work Letter is attached as Exhibit B , and all 
references in this Tenant Work Letter to Sections of “this Tenant Work Letter” shall mean the relevant portions of Sections 1 through  5 of this 
Tenant Work Letter.  

SECTION 1  

DELIVERY OF THE PREMISES AND BASE BUILDING  

Tenant acknowledges that it is currently in possession and occupancy of the Premises pursuant to the Existing Lease and is fully aware of 
the condition of the Premises and, therefore, Tenant shall continue to accept the Premises in its presently existing, “AS-IS” condition as of the 
date of this Lease. but subject to Landlord’s ongoing repair, restoration and maintenance obligations under this Lease.  

SECTION 2  

TENANT IMPROVEMENTS  

2.1 Tenant Improvement Allowance . Tenant shall be entitled to a one-time tenant improvement allowance (the “ Tenant Improvement 
Allowance ”), in the amount set forth in Section T of the Summary to the Lease for the costs relating to the initial design and construction of 
Tenant’s improvements to be installed in the Premises (the “ Tenant Improvements ”). In no event shall Landlord be obligated to make 
disbursements pursuant to this Tenant Work Letter in a total amount which exceeds the Tenant Improvement Allowance. Tenant shall have 
until December 31, 2014 (which date shall be extended on a day-for-day basis for any delays in the completion of the Tenant Improvements 
caused by (i) an event of force majeure as set forth in Section 15.4 of the Lease, (ii) Tenant’s inability to obtain any required permits despite 
Tenant’s diligent and good-faith efforts to obtain the same, or (iii) delays caused by Landlord’s failure to comply with the terms of this Tenant 
Work Letter (collectively, “ Tenant Improvement Delays ”)), to utilize up to $5.00 per rentable square foot of the Premises of the Tenant 
Improvement Allowance ( i.e. , up to $250,000.00) towards the costs relating to the initial design and construction of the Tenant Improvements 
under this Lease or the Companion Lease. In the event that Tenant has not fully utilized such amount by December 31, 2014 (as such date may 
be extended by any Tenant Improvement Delay), then Tenant’s only rights with respect to the Tenant Improvement Allowance following such 
date shall be as set forth in Section 2.4 of this Tenant Work Letter. Any Tenant Improvements that require the use of Building risers, raceways, 
shafts and/or conduits, shall be subject to Landlord’s reasonable rules, regulations, and restrictions, and that the amount and location of any 
such cabling must be approved by Landlord, which approval shall not be unreasonably withheld, conditioned or delayed. All Tenant 
Improvements for which the Tenant Improvement Allowance has been made available shall be deemed Landlord’s property under the terms of 
the Lease.  
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2.2 Disbursement of the Tenant Improvement Allowance .  

2.2.1 Tenant Improvement Allowance Items . Except as otherwise set forth in this Tenant Work Letter, the Tenant Improvement 
Allowance shall be disbursed by Landlord only for the following items and costs (collectively the “ Tenant Improvement Allowance Items 
”):  

2.2.1.1 Payment of the fees of the “Architect” and the “Engineers,” as those terms are defined in Section 3.1 of this Tenant 
Work Letter, which fees shall, notwithstanding anything to the contrary contained in this Tenant Work Letter, not exceed an aggregate amount 
equal to $5.00 per rentable square foot of the Premises, and payment of the fees incurred by, and the cost of documents and materials supplied 
by, Landlord and Landlord’s consultants in connection with the preparation and review of the “Construction Drawings,” as that term is defined 
in Section 3.1 of this Tenant Work Letter;  

2.2.1.2 The payment of plan check, permit and license fees relating to construction of the Tenant Improvements;  

2.2.1.3 The cost of construction of the Tenant Improvements, including, without limitation, testing and inspection costs, 
freight elevator usage, hoisting and trash removal costs, and contractors’ fees and general conditions;  

2.2.1.4 Costs incurred by Tenant in connection with the engagement of specialized vendors for the relocation and installation 
of equipment from Tenant’s photocathode facility located in Fremont, California (a floor plan of which is attached to this Tenant Work Letter 
as Schedule 1 and incorporated herein), as opposed to standard moving or relocation costs;  

2.2.1.5 The cost of any changes in the Base building structure when such changes are required by the Construction Drawings 
(including if such changes are due to the fact that such work is prepared on an unoccupied basis), such cost to include all direct architectural 
and/or engineering fees and expenses incurred in connection therewith;  

2.2.1.6 The cost of any changes to the Construction Drawings or Tenant Improvements required by all applicable building 
codes (the “ Code ”);  

2.2.1.7 The cost of connection of the Premises to the Building’s energy management systems;  

2.2.1.8 The cost of any project management consultants retained by Tenant;  

2.2.1.9 The cost of the “Coordination Fee,” as that term is defined in Section 4.2.2 of this Tenant Work Letter;  

2.2.1.10 Sales and use taxes and Title 24 fees; and  

2.2.1.11 All other reasonable, out-of-pocket costs actually expended by Landlord and directly related to the construction of 
the Tenant Improvements, provided such costs are approved by Tenant in advance, such approval not to be unreasonably withheld, conditioned 
or delayed.  
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2.2.2 Disbursement of Tenant Improvement Allowance . During the design of the Tenant Improvements, Landlord shall make 
monthly disbursements of the Tenant Improvement Allowance for Tenant Improvement Allowance Items for the benefit of Tenant, and during 
the construction of the Tenant Improvements, Landlord shall authorize the release of monies for the benefit of Tenant as follows.  

2.2.2.1 Monthly Disbursements . On or before the first day of each calendar month during the construction of the Tenant 
Improvements (or such other date as Landlord may reasonably designate), Tenant shall deliver to Landlord: (i) a request for payment of the 
“Contractor,” as that term is defined in Section 4.1 of this Tenant Work Letter, approved by Tenant, in a form reasonably approved by 
Landlord, showing the schedule, by trade, of percentage of completion of the Tenant Improvements in the Premises, detailing the portion of the 
work completed and the portion not completed; (ii) invoices from the Contractor for labor rendered and materials delivered to the Premises; 
(iii) executed mechanic’s lien releases from all of Tenant’s Agents which shall comply with the appropriate provisions, as reasonably 
determined by Landlord, of California Civil Code Section 3262(d); and (iv) all other information reasonably requested by Landlord. As 
between Landlord and Tenant, Tenant’s request for payment shall be deemed Tenant’s acceptance and approval of the work furnished and/or 
the materials supplied as set forth in Tenant’s payment request, but shall not otherwise be deemed to waive any warranty or other obligation 
that the Contractor may have pursuant to its contract with Tenant. Thereafter, Landlord shall deliver a check to Tenant made jointly payable to 
Contractor and Tenant in payment of the lesser of: (A) the amounts so requested by Tenant, as set forth in this Section 2.2.2.1 , above, less a ten 
percent (10%) retention (the aggregate amount of such retentions to be known as the “ Final Retention ”) (provided, however, that if Tenant’s 
request for payment or invoice from the Contractor includes a ten percent (10%) retention, Landlord shall not withhold an additional retention 
from its payment), and (B) the balance of any remaining available portion of the Tenant Improvement Allowance (not including the Final 
Retention), provided that Landlord does not dispute any request for payment based on non-compliance of any work with the “Approved 
Working Drawings,” as that term is defined in Section 3.4 below, or due to any substandard work. Landlord’s payment of such amounts shall 
not be deemed Landlord’s approval or acceptance of the work furnished or materials supplied as set forth in Tenant’s payment request.  

2.2.2.2 Final Retention . Subject to the provisions of this Tenant Work Letter, a check for any Final Retention held by 
Landlord pursuant to Section 2.2.2.1 , above, payable jointly to Tenant and Contractor shall be delivered by Landlord to Tenant following the 
completion of construction of the Premises, provided that (i) Tenant delivers to Landlord properly executed mechanics lien releases in 
compliance with both California Civil Code Section 3262(d)(2) and either Section 3262(d)(3) or Section 3262(d)(4), (ii) the Tenant 
Improvements are in compliance with the Approved Working Drawings, and (iii) Architect delivers to Landlord a certificate, in a form 
reasonably acceptable to Landlord, certifying that the construction of the Tenant Improvements in the Premises has been substantially 
completed.  

2.2.2.3 Other Terms . Landlord shall only be obligated to make disbursements from the Tenant Improvement Allowance to 
the extent costs are incurred by Tenant for Tenant Improvement Allowance Items. All Tenant Improvement Allowance Items for which the 
Tenant Improvement Allowance has been made available shall be deemed Landlord’s property under the terms of this Lease.  

2.3 Building Standard Components . The quality of Tenant Improvements shall be equal to or of greater quality than the quality of 
Building standard components customary in buildings in comparable properties located in Santa Clara, California, provided that the Tenant 
Improvements shall comply with any specifications reasonably designated by Landlord and communicated to Tenant prior to the design and 
construction of the Tenant Improvements.  
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2.4 Unused Tenant Improvement Allowance . Tenant shall have until February 28, 2016 (as such date may be extended by any Tenant 
Improvement Delay) to elect to apply any portion of the total amount of the Tenant Improvement Allowance that remains unused following 
December 31, 2014 (the “ Remaining Allowance ”) to the costs relating to the Tenant Improvements under this Lease or the Companion 
Lease. In the event that Tenant has not fully utilized the Remaining Allowance by February 28, 2016 (as such date may be extended by any 
Tenant Improvement Delay), then all of such unused amounts shall revert to Landlord, and Tenant shall have no further rights with respect 
thereto.  

2.5 Failure to Disburse Tenant Improvement Allowance . If Landlord fails to timely fulfill its obligation to fund any portion of the Tenant 
Improvement Allowance, Tenant shall be entitled to deliver notice (the “ Payment Notice ”) thereof to Landlord. If Landlord still fails to fulfill 
any such obligation within twenty (20) business days after Landlord’s receipt of the Payment Notice from Tenant and if Landlord fails to 
deliver notice to Tenant within such twenty (20) business day period explaining Landlord’s reasons that Landlord believes that the amounts 
described in Tenant’s Payment Notice are not due and payable by Landlord (“ Refusal Notice ”), Tenant shall be entitled to offset the amount 
so owed to Tenant by Landlord but not paid by Landlord (or if Landlord delivers a Refusal Notice but only with respect to a portion of the 
amount set forth in the Payment Notice and Landlord fails to pay such undisputed amount as required by the next succeeding sentence, the 
undisputed amount so owed to Tenant), together with interest at the Agreed Interest Rate from the last day of such twenty (20) business day 
period until the date of offset, against Tenant’s next obligations to pay Rent under the Lease. Notwithstanding the foregoing, Landlord hereby 
agrees that if Landlord delivers a Refusal Notice disputing a portion of the amount set forth in Tenant’s Payment Notice, Landlord shall pay to 
Tenant, concurrently with the delivery of the Refusal Notice, the undisputed portion of the amount set forth in the Payment Notice. However, if 
an Event of Tenant’s Default exists under Article 13 of the Lease at the time that such offset would otherwise be applicable, Tenant shall not be 
entitled to such offset until such Default is cured. If Landlord delivers a Refusal Notice, and if Landlord and Tenant are not able to agree on the 
disputed amounts to be so paid by Landlord, if any, within ten (10) days after Tenant’s receipt of a Refusal Notice, Tenant may commence a 
binding arbitration action with respect to such disputed amounts. If Tenant prevails in any such action, the award shall include interest at the 
Agreed Interest Rate calculated from the date of funding by Tenant, if any, or the date such amount was otherwise due to Tenant, as the case 
may be, until the date of Landlord’s payment of such award. Similarly, if Tenant prevails in any such arbitration, Tenant shall be entitled to 
apply such award as a credit against Tenant’s obligations to pay Rent under the Lease, and the award shall include interest at the Agreed 
Interest Rate calculated from the date of funding by Tenant, if any, until the date of Tenant’s application of such amounts as a credit against 
Rent.  

SECTION 3  

CONSTRUCTION DRAWINGS  

3.1 Selection of Architect/Construction Drawings . Tenant shall retain an architect/space planner approved by Landlord (the “ Architect 
”) to prepare the “Construction Drawings,” as that term is defined in this Section 3.1 , which approval shall not be unreasonably withheld, 
conditioned or delayed. Tenant shall retain engineering consultants approved by Landlord (the “ Engineers ”) to prepare all plans and 
engineering working drawings relating to the structural, mechanical, electrical, plumbing, HVAC, life safety, and sprinkler work in the 
Premises, which work is not part of the Base Building, which approval shall be unreasonably withheld, conditioned or delayed. The plans and 
drawings to be prepared by Architect and the Engineers hereunder shall be known collectively as the “ Construction Drawings .” Tenant shall 
be required to include in its contracts with the Architect and the Engineers a provision which requires a standard and customary license for the 
use of all Construction Drawings to be transferred to Tenant and Landlord upon the Substantial Completion of the Tenant Improvements, 
including, without  
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limitation, a right to make copies thereof; notwithstanding the foregoing, or anything to the contrary set forth herein, Landlord shall have no 
right to license or use any of Tenant’s designs, processes, business plans or other confidential or proprietary information contained in the 
Construction Drawings, all of which shall be kept strictly confidential by Landlord. All Construction Drawings shall be subject to Landlord’s 
approval, which approval shall not be unreasonably withheld, conditioned or delayed. Tenant shall cause Architect to verify, in the field, the 
dimensions and conditions as shown on the relevant portions of the base building plans, and Tenant and Architect shall be solely responsible 
for the same, and Landlord shall have no responsibility in connection therewith. Landlord’s review of the Construction Drawings as set forth in 
this Section 3 , shall be for its sole purpose and shall not imply Landlord’s review of the same, or obligate Landlord to review the same, for 
quality, design, Code compliance or other like matters. Accordingly, notwithstanding that any Construction Drawings are reviewed by 
Landlord or its space planner, architect, engineers and consultants, and notwithstanding any advice or assistance which may be rendered to 
Tenant by Landlord or Landlord’s space planner, architect, engineers, and consultants, Landlord shall have no liability whatsoever in 
connection therewith and shall not be responsible for any omissions or errors contained in the Construction Drawings, and Tenant’s waiver and 
indemnity set forth in this Lease shall specifically apply to the Construction Drawings.  

3.2 Final Space Plan . Subject to the terms and conditions of this Tenant Work Letter, Landlord conceptually approves the relocation and 
installation of equipment from Tenant’s photocathode facility located in Fremont, California as set forth on Schedule 1 attached hereto (the “ 
Fremont Relocation Plan ”), provided that Landlord reserves its right to approve the same as part of the Approved Working Drawings for the 
Tenant Improvements pursuant to this Tenant Work Letter. Tenant shall supply Landlord with four (4) copies signed by Tenant of its final 
space plan for the Premises before any architectural working drawings or engineering drawings have been commenced. The final space plan 
(the “ Final Space Plan ”) shall include a layout and designation of all offices, rooms and other partitioning, their intended use, and equipment 
to be contained therein. Landlord may request clarification or more specific drawings for special use items not included in the Final Space Plan. 
Landlord shall approve or disapprove the Final Space Plan within five (5) business days after Landlord’s receipt thereof, which approval shall 
not be unreasonably withheld, conditioned or delayed. Notwithstanding anything set forth herein to the contrary, Landlord and Tenant hereby 
agree that it shall be deemed reasonable for Landlord to withhold its approval of the Final Space Plan if a “Design Problem” exists. A “ Design 
Problem ” shall mean and refer to any design criteria which would (a) materially and adversely affect the Building Structure or the base 
Building mechanical, electrical, life safety, plumbing, sprinkler and HVAC systems installed or furnished by Landlord; (b) be in non-
compliance with applicable building codes or Laws; (c) cause material interference with other tenants of the Project, or (d) materially and 
adversely affect the certificate of occupancy or its legal equivalent for the Building or any portion thereof. If Tenant is so advised, Tenant shall 
promptly cause the Final Space Plan to be revised to correct any deficiencies or other matters Landlord may reasonably require.  

3.3 Final Working Drawings . After the Final Space Plan has been approved by Landlord, Tenant shall supply the Engineers with a 
complete listing of standard and non-standard equipment and specifications, including, without limitation, B.T.U. calculations, electrical 
requirements and special electrical receptacle requirements for the Premises, to enable the Engineers and the Architect to complete the “Final 
Working Drawings” (as that term is defined below) in the manner as set forth below. Upon the approval of the Final Space Plan by Landlord 
and Tenant, Tenant shall promptly cause the Architect and the Engineers to complete the architectural and engineering drawings for the 
Premises, and Architect shall compile a fully coordinated set of architectural, structural, mechanical, electrical and plumbing working drawings 
in a form which is complete to allow subcontractors to bid on the work and to obtain all applicable permits (collectively, the “ Final Working 
Drawings ”) and shall submit the same to Landlord for Landlord’s approval, which approval shall not be unreasonably withheld, conditioned 
or delayed; provided that Landlord and Tenant hereby agree that it shall be deemed reasonable for Landlord to  
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withhold its approval of the Final Working Drawings if a Design Problem exists or the Final Working Drawings are not substantially consistent 
with the Final Space Plan. Tenant shall supply Landlord with four (4) copies signed by Tenant of such Final Working Drawings. Landlord shall 
advise Tenant within five (5) business days after Landlord’s receipt of the Final Working Drawings for the Premises if the same is 
unsatisfactory or incomplete in any respect, then the parties shall promptly meet and confer and negotiate in good faith to reach an agreement 
on the Final Working Drawings.  

3.4 Approved Working Drawings . The Final Working Drawings shall be approved by Landlord (the “ Approved Working Drawings ”) 
prior to the commencement of construction of the Premises by Tenant. After approval by Landlord of the Final Working Drawings, Tenant may 
submit the same to the appropriate municipal authorities for all applicable building permits (the “ Permits ”). Tenant hereby agrees that neither 
Landlord nor Landlord’s consultants shall be responsible for obtaining any building permit or certificate of occupancy for the Premises with 
respect to the Tenant Improvements, and that obtaining the same shall be Tenant’s responsibility; provided, however, that Landlord shall 
cooperate with Tenant in executing permit applications and performing other ministerial acts reasonably necessary to enable Tenant to obtain 
any such permit or certificate of occupancy. No changes, modifications or alterations in the Approved Working Drawings may be made without 
the prior written consent of Landlord, which consent may not be unreasonably withheld, conditioned or delayed. In the event that Landlord fails 
to respond to a written request (an “ Approval Request ”) from Tenant for approval of any change to the Approved Working Drawings which 
requires Landlord’s prior written consent within three (3) business days after Landlord’s receipt of such Approval Request, such failure to 
respond shall be deemed Landlord’s approval of the proposed change set forth in the Approval Request. In addition, in the event that Landlord 
disapproves of a proposed change in an Approval Request, Landlord shall provide Tenant with a written explanation of such disapproval and 
the parties shall thereafter meet and confer and negotiate in good faith to reach an agreement with respect to such proposed change. 
Notwithstanding the foregoing, Tenant may make changes to the Approved Working Drawings without Landlord’s prior written consent (but 
with prompt written notice to Landlord setting forth the type, scope and cost of such change) in the event such changes (i) are required by the 
City of Santa Clara or other applicable governmental body having jurisdiction over the Premises, Building or Project and are substantially 
consistent with the design intent of the Approved Working Drawings, or (ii) consist of minor field changes that (A) are consistent with the 
intent or required for the proper execution of the Approved Working Drawings, and (B) will not materially and adversely affect the design, use 
or operation of the Premises or the Tenant Improvements.  

SECTION 4  

CONSTRUCTION OF THE TENANT IMPROVEMENTS  

4.1 Tenant’s Selection of Contractors .  

4.1.1 The Contractor . A general contractor shall be retained by Tenant to construct the Tenant Improvements. Such general 
contractor (“ Contractor ”) shall be subject to Landlord’s approval, which approval shall not be unreasonably withheld, conditioned or 
delayed. Tenant shall obtain cost estimate bids from a minimum of two (2) general contractors to construct the Tenant Improvements.  

4.1.2 Tenant’s Agents . The Contractor and Tenant’s subcontractors, laborers, materialmen, and suppliers used by Tenant and 
present at the Project are collectively referred to herein as “ Tenant’s Agents ”. All HVAC, plumbing and electrical subcontractors engaged by 
the Contractor shall be subject to Landlord’s approval, which approval shall not be unreasonably withheld, conditioned or delayed.  
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4.2 Construction of Tenant Improvements by Tenant’s Agents .  

4.2.1 Construction Contract; Cost Budget . Prior to Tenant’s execution of the construction contract and general conditions with 
Contractor (the “ Contract ”), Tenant shall submit the Contract to Landlord for its approval, which approval shall not be unreasonably 
withheld, conditioned or delayed. Prior to the commencement of the construction of the Tenant Improvements, and after Tenant has accepted 
all bids for the Tenant Improvements, Tenant shall provide Landlord with a detailed breakdown, by trade, of the final costs to be incurred or 
which have been incurred, as set forth more particularly in Sections 2.2.1.1 through 2.2.1.10 , above, in connection with the design and 
construction of the Tenant Improvements to be performed by or at the direction of Tenant or the Contractor, which costs form a basis for the 
amount of the Contract (the “ Final Costs ”). The amount equal to the difference between the amount of the Final Costs and the amount of the 
Tenant Improvement Allowance (less any portion thereof already disbursed by Landlord, or in the process of being disbursed by Landlord, on 
or before the commencement of construction of the Tenant Improvements) shall be referred to as the “ Over-Allowance Amount ”. The Over-
Allowance Amount shall be disbursed by Tenant prior to the disbursement of any portion of the Tenant Improvement Allowance. In the event 
that, after the Final Costs have been delivered by Tenant to Landlord, the costs relating to the design and construction of the Tenant 
Improvements shall change, any additional costs necessary to such design and construction in excess of the Final Costs, shall be paid by Tenant 
promptly as an addition to the Over-Allowance Amount, but Tenant shall continue to provide Landlord with the documents described in 
Sections 2.2.2.1 (i), (ii), (iii) and (iv)  of this Tenant Work Letter, above, for Landlord’s approval, prior to Tenant paying such costs. 
Notwithstanding anything set forth in this Tenant Work Letter to the contrary, construction of the Tenant Improvements shall not commence 
until (a) Landlord has approved the Contract, and (b) Tenant has procured and delivered to Landlord a copy of all Permits.  

4.2.2 Tenant’s Agents .  

4.2.2.1 Landlord’s General Conditions for Tenant’s Agents and Tenant Improvement Work . Tenant’s and Tenant’s Agent’s 
construction of the Tenant Improvements shall comply with the following: (i) the Tenant Improvements shall be constructed in strict 
accordance with the Approved Working Drawings; (ii) Landlord’s reasonable rules and regulations for the construction of improvements in the 
Building, (iii) Tenant’s Agents shall submit schedules of all work relating to the Tenant’s Improvements to Contractor and Contractor shall 
promptly inform Tenant’s Agents of any changes which are necessary thereto, and Tenant’s Agents shall adhere to such corrected schedule; 
and (iv) Tenant shall abide by all reasonable rules made by Landlord’s Building manager with respect to the use of loading dock areas, storage 
of equipment and materials at the Project, and any other matter in connection with this Tenant Work Letter, including, without limitation, the 
construction of the Tenant Improvements. Tenant shall pay a logistical coordination fee (the “ Coordination Fee ”) to Landlord in an amount 
equal to two and one-half percent (2.5%) of the amount of all costs to construct the Tenant Improvements (excluding the cost of building 
permits and architectural fees). The Coordination Fee shall be included in the costs to construct the Tenant Improvements, which Coordination 
Fee shall be for services relating to the coordination of the construction of the Tenant Improvements. Landlord shall deduct the Coordination 
Fee from the Tenant Improvement Allowance and pay its agent on a monthly basis. Tenant shall be responsible for payment of the 
Coordination Fee to the extent that the costs to construct the Tenant Improvements exceed the Tenant Improvement Allowance. In the event of 
a conflict between the Approved Working Drawings and Landlord’s construction rules and regulations, the Approved Working Drawings shall 
prevail.  

4.2.2.2 Indemnity . Tenant’s indemnity of Landlord as set forth in this Lease (including all applicable exceptions and 
limitations thereto) shall also apply with respect to any and all costs, losses, damages, injuries and liabilities related in any way to any act or 
omission of Tenant or  
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Tenant’s Agents, or anyone directly or indirectly employed by any of them, or in connection with Tenant’s non-payment of any amount arising 
out of the Tenant Improvements (which non-payment was not the result of a breach of Landlord’s obligations under this Tenant Work Letter) 
and/or Tenant’s disapproval of all or any portion of any request for payment. Such indemnity by Tenant, as set forth in this Lease, shall also 
apply with respect to any and all costs, losses, damages, injuries and liabilities related in any way to Landlord’s performance of any ministerial 
acts reasonably necessary (i) to permit Tenant to complete the Tenant Improvements, and (ii) to enable Tenant to obtain any building permit or 
certificate of occupancy for the Premises.  

4.2.2.3 Requirements of Tenant’s Agents . Tenant shall obtain an industry-standard warranty from the Contractor for the 
benefit of Tenant and Landlord that the Tenant Improvements shall be free from any defects in workmanship and materials for a period of not 
less than one (1) year from the date of completion thereof. Such warranty as to materials or workmanship of or with respect to the Tenant 
Improvements shall be contained in the Contract and shall be written such that such warranty shall inure to the benefit of both Landlord and 
Tenant, as their respective interests may appear, and can be directly enforced by either. Tenant covenants to give to Landlord any assignment or 
other assurances which may be necessary to effect such right of direct enforcement.  

4.2.2.4 Insurance Requirements .  

4.2.2.4.1 General Coverages . Tenant shall cause the Contractor and all of Tenant’s Agents to carry worker’s 
compensation insurance covering all of their respective employees, and to also carry public liability insurance, including property damage, all 
with limits, in form and with companies reasonably acceptable to Landlord.  

4.2.2.4.2 Special Coverages . Tenant shall carry “Builder’s All Risk” insurance in an amount covering the cost of 
construction of the Tenant Improvements, and such other standard and customary insurance as Landlord may reasonably require, it being 
understood and agreed that the Tenant Improvements shall be insured by Tenant pursuant to this Lease immediately upon completion thereof. 
Such insurance shall be in amounts and shall include such extended coverage endorsements as may be reasonably required by Landlord 
including, but not limited to, the requirement that all of Tenant’s Agents shall carry excess liability and Products and Completed Operation 
Coverage insurance, each in amounts not less than $500,000 per incident, $1,000,000 in aggregate.  

4.2.2.4.3 General Terms . Certificates for all insurance carried pursuant to this Section 4.2.2.4 shall be delivered to 
Landlord before the commencement of construction of the Tenant Improvements and before the Contractor’s equipment is moved onto the site. 
All such policies of insurance must contain a provision that the company writing said policy will give Landlord thirty (30) days prior written 
notice of any cancellation or lapse of the effective date or any reduction in the amounts of such insurance so long as such provision is 
obtainable at a commercially reasonable cost, but in any event Tenant shall provide Landlord not less than ten (10) days prior written notice of 
any cancellation or lapse of the effective date or any reduction in the amounts of such insurance. In the event that the Tenant Improvements are 
damaged by any cause during the course of the construction thereof, Tenant shall promptly repair or cause the repair of the same at no cost or 
expense to Landlord, subject to the provisions of Article 11 of the Lease. Tenant’s Agents shall maintain all of the foregoing insurance 
coverage in force until the Tenant Improvements are fully completed and accepted by Landlord, except for any Products and Completed 
Operation Coverage insurance required by Landlord, which is to be maintained for three (3) years following completion of the work and 
acceptance by Landlord and Tenant. All policies carried under this Section 4.2.2.4 shall name Landlord and Tenant as additional insureds. All 
insurance, except Workers’ Compensation, maintained by Tenant’s Agents shall preclude subrogation claims by the insurer against anyone 
insured thereunder. Such insurance shall provide that it is primary  
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insurance as respects the owner and that any other insurance maintained by owner is excess and noncontributing with the insurance required 
hereunder. The requirements for the foregoing insurance shall not derogate from the provisions for indemnification of Landlord by Tenant 
under Section 4.2.2.2 of this Tenant Work Letter. In no event shall Landlord require Tenant to obtain a lien and completion bond or other 
alternate form of security to ensure the lien-free completion of the Tenant Improvements.  

4.2.3 Governmental Compliance . The Tenant Improvements shall comply in all material respects with the following: (i) the Code 
and other state, federal, city or quasi-governmental laws, codes, ordinances and regulations, as each may apply according to the rulings of the 
controlling public official, agent or other person; (ii) applicable standards of the American Insurance Association (formerly, the National Board 
of Fire Underwriters) and the National Electrical Code; and (iii) building material manufacturer’s specifications, as applicable.  

4.2.4 Inspection by Landlord . Tenant shall use commercially reasonable efforts to provide Landlord with reasonable prior notice of 
any inspection to be performed by a governmental entity in connection with the construction of the Tenant Improvements in order to allow 
Landlord to be present during such inspection. Landlord shall have the right to inspect the Tenant Improvements at all times, provided 
however, that Landlord’s failure to inspect the Tenant Improvements shall in no event constitute a waiver of any of Landlord’s rights hereunder 
nor shall Landlord’s inspection of the Tenant Improvements constitute Landlord’s approval of the same. Should Landlord reasonably 
disapprove any portion of the Tenant Improvements, Landlord shall notify Tenant in writing of such disapproval and shall specify the items 
disapproved. Any defects or deviations in, and/or reasonable disapproval by Landlord of, the Tenant Improvements shall be rectified by Tenant 
at no expense to Landlord.  

4.2.5 Meetings . Commencing upon the execution of this Lease, Tenant shall hold weekly meetings at a reasonable time, with the 
Architect and the Contractor regarding the progress of the preparation of Construction Drawings and the construction of the Tenant 
Improvements, and Landlord and/or its agents shall receive prior notice of, and shall have the right to attend, all such meetings. In addition, 
minutes shall be taken at all such meetings, a copy of which minutes shall be delivered to Landlord. One such meeting each month shall include 
the review of Contractor’s current request for payment.  

4.3 Notice of Completion; Copy of Record Set of Plans . Within ten (10) days after completion of construction of the Tenant 
Improvements, Tenant shall cause a Notice of Completion to be recorded in the office of the Recorder of the county in which the Building is 
located in accordance with Section 3093 of the Civil Code of the State of California or any successor statute, and a copy thereof shall be 
furnished to Landlord upon such recordation. If a Notice of Completion is not so recorded, Landlord may execute and file the same on behalf of 
Tenant as Tenant’s agent for such purpose, at Tenant’s sole cost and expense. At the conclusion of construction of the Tenant Improvements, 
Tenant shall (i) cause the Architect to prepare final as-built drawings for the Premises, (B) cause the Architect and the Contractor to certify to 
the best of their knowledge that the “record-set” of as-built drawings are true and correct, which certification shall survive the expiration or 
termination of this Lease, and (C) cause the delivery to Landlord of four (4) sets of copies of such record set of drawings within ninety 
(90) days following issuance of all governmental permits and approvals required for the completion of the Tenant Improvements and 
occupancy of the Premises affected thereby, and (ii) Tenant shall deliver to Landlord a copy of all warranties, guaranties, and operating 
manuals and information relating to the Tenant Improvements.  
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SECTION 5  

MISCELLANEOUS  

5.1 Tenant’s Representative . Tenant has designated Mr. Jeff Andreson as its sole representative with respect to the matters set forth in 
this Tenant Work Letter, who shall have full authority and responsibility to act on behalf of the Tenant as required in this Tenant Work Letter.  

5.2 Landlord’s Representative . Landlord has designated Mr. Paul Turek as its sole representatives with respect to the matters set forth in 
this Tenant Work Letter, who, until further notice to Tenant, shall have full authority and responsibility to act on behalf of the Landlord as 
required in this Tenant Work Letter.  

5.3 Time of the Essence in This Tenant Work Letter . Unless otherwise indicated, all references herein to a “number of days” shall mean 
and refer to calendar days. If any item requiring approval is timely disapproved by Landlord, the parties shall meet and confer and negotiate in 
good faith to reach an agreement on such matter.  

5.4 Tenant’s Lease Default . Notwithstanding any provision to the contrary contained in this Lease, if an Event of Tenant’s Default as 
described in the Lease or this Tenant Work Letter has occurred at any time on or before the Substantial Completion of the Tenant 
Improvements, then (i) in addition to all other rights and remedies granted to Landlord pursuant to this Lease, Landlord shall have the right to 
withhold payment of all or any portion of the Tenant Improvement Allowance and/or Landlord may cause Contractor to cease the construction 
of the Premises (in which case, Tenant shall be responsible for any delay in the substantial completion of the Premises caused by such work 
stoppage), and (ii) all other obligations of Landlord under the terms of this Tenant Work Letter shall be forgiven until such time as such default 
is cured pursuant to the terms of this Lease (in which case, Tenant shall be responsible for any delay in the substantial completion of the 
Premises caused by such inaction by Landlord).  
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SCHEDULE 1 TO EXHIBIT B  

FREMONT RELOCATION PLAN  
   

  

Fremont Photocathode Facility Overview  

GaAs and InGaAsP MOCVD (Metal Organic Chemical Vapor Deposition) reactors. Process plumbing includes supply gasses (N2, CDA, H2, 
Arsine & Phosphine), cooling water and exhaust ducting/pumps. Life Safety system.  

Semi conductor processing tools: Dicers, Aligners, photo resist spinners, bonders, microscopes.  

Thin Film deposition tools: PEVCD (Silane gas), Sputter and E-beam tools (gold, nickel, etc.).  

Wet chemistry processing: exhausted wet benches (solvents and acid/bases).  

Facility Pad support Equipment: Acid Waste Neutralization, Arsenic treatment system, Process cooling water, DI water, HF waste storage, N2 
tank, H2 tank.  
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EXHIBIT C  

NO RESERVED PARKING AREA  
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EXHIBIT D  

OPTION TO EXTEND  

This Exhibit D (this “ Exhibit ”) is made in connection with and is a part of that certain Lease, dated as of March      , 2014, by and 
between M WEST PROPCO X, LLC, a Delaware limited liability company, as Landlord, and INTEVAC, INC., a Delaware corporation, as 
Tenant, (the “ Lease ”).  

1. Definitions and Conflict . All capitalized terms referred to in this Exhibit shall have the same meaning as provided in the Lease, except 
as expressly provided to the contrary in this Exhibit. In case of any conflict between any term or provision of the Lease and any exhibits 
attached thereto and this Exhibit, this Exhibit shall control.  

2. Option to Extend and Rent During the Extended Period : Tenant shall have one (1) option to extend the Lease Term for a period of five 
(5) years (the period shall be referred to as the “ Extension Period ”) by giving delivering notice of exercise of such option (“ Extension 
Option Notice ”) to Landlord at least two hundred seventy (270) days, but not more than three hundred sixty-five (365) days, prior to the 
expiration of the initial Lease Term. The Extension Period shall commence, if at all, immediately following the expiration of the initial Lease 
Term. If Tenant is in default, after notice and the expiration of the applicable cure period, under any term or provision of the Lease on the date 
of giving an Extension Option Notice, or if Tenant is in default, after notice and the expiration of the applicable cure period, under any term or 
provision of the Lease on the date of the applicable Extension Period is to commence, the Extension Period at the option of Landlord shall not 
commence and the Lease shall expire at the end of initial Lease Term. The Extension Period shall be upon all of the terms and provisions of the 
Lease, except that (i) the Base Monthly Rent during such Extension Period shall be one hundred percent (100%) of then Fair Market Rent, 
(ii) any work, allowance, free rent, or concession provided by Landlord in connection with the commencement of the initial Lease Term shall 
not apply; and (iii) Tenant shall not have any additional option to extend.  

2.1 Fair Market Rent . The term “ Fair Market Rent ” for purposes of determining Base Monthly Rent during the Extension Period 
shall mean the base monthly rent generally applicable to full-building leases at comparable class buildings of comparable size, age and quality 
of the Premises in the Santa Clara area projected as of the first day of the Extension Period by giving due consideration for the quality of the 
Building and improvements therein (including the quality of the then existing improvements in the Premises), the quality for credit tenants, for 
a term comparable to the Extension Period at the time the commencement of the Extension Period is scheduled to commence, and for 
comparable space that is not subleased or subject to another party’s expansion rights or not leased to a tenant that holds an ownership interest in 
the landlord, taking into account rental structure, including, without limitation, rental rates per rentable square foot (including whether gross or 
net, and if gross adjusting for base year or expense stop), additional rental, all other payments and escalations, the size of the Premises 
compared to the size of the premises of the comparison leases, location, floor levels and efficiencies of the floor(s) for which the determination 
is being made, free rent, moving expenses and other cash payments, allowances or monetary concessions provided to Tenant, the age and 
quality of construction of the Building, and leasehold improvements and/or allowances, including the amounts thereof in renewal leases, and 
taking into account, in the case of renewal leases (including this Lease), the value of existing leasehold improvements, but without any 
deduction for commissions whether or not incurred by Landlord, and otherwise subject to the terms and conditions of this Lease that will be 
applicable during the Extension Period.  

2.2 Procedure to Determine Fair Market Rent . Landlord shall notify Tenant in writing of Landlord’s determination of the Fair 
Market Rent (“ Landlord’s FMR ”) within thirty (30) days after receipt of the Extension Option Notice. Within thirty (30) days after Tenant’s 
receipt of such written notice of Landlord’s FMR, Tenant shall have the right either to: (i) accept Landlord’s FMR, or (ii) elect to have the Fair 
Market Rent determined in accordance with the appraisal procedure set forth below. The failure of Tenant to deliver written notice of its 
election under the preceding sentence shall be deemed an acceptance of Landlord’s FMR. The election (or deemed election ) by Tenant under 
this section shall be non-revocable and binding on the parties.  
   

EXHIBIT D  
-1-  



2.3 Appraisers . If Tenant has elected to have the Fair Market Rent determined by an appraisal, then within ten (10) days after 
receipt of Tenant’s written notice of such an election, each party, by delivering written notice to the other party, shall appoint a broker to render 
a written opinion of the Fair Market Rent for the Extension Period. Each broker must be a real estate broker licensed in the State where the 
Building is located for at least five years and with at least five years’ experience in the appraisal of rental rates of leases or in the leasing of 
space in office buildings in the area in which the Building is located and otherwise unaffiliated with either Landlord or Tenant. The two brokers 
shall render their written opinion of the Fair Market Rent for the Extension Period to Landlord and Tenant within thirty (30) days after the 
appointment of the second broker. If the Fair Market Rent of each broker is within three percent (3%) of each other, then the average of the two 
appraisals of Fair Market Rent shall be the Fair Market Rent for the Extension Period. If one party does not appoint its broker as provided 
above, then the one appointed shall determine the Fair Market Rent. The Fair Market Rent so determined under this section shall be binding on 
Landlord and Tenant.  

2.4 Third Appraiser . If the Fair Market Rent determined by the brokers is more than three percent (3%) apart, then the two brokers 
shall pick a third broker within ten (10) days after the two brokers have rendered their opinions of Fair Market Rent as provided above. If the 
two brokers are unable to agree on the third broker within said ten (10) day period, Landlord and Tenant shall mutually agree on the third 
broker within ten (10) days thereafter. If the parties do not agree on a third qualified broker within ten (10) days, then at the request of either 
Landlord or Tenant, such third broker shall be promptly appointed by the then Presiding Judge of the Superior Court of the State of California 
for the County where the Building is located. The third broker shall be a person who has not previously acted in such capacity for either party 
and must meet the qualifications stated above.  

2.5 Impartial Appraisal . Within thirty (30) days after its appointment, the third broker (the “ Third Party ”), Landlord’s broker and 
Tenant’s broker shall reach a decision as to whether the parties shall use the appraisal made by the Landlord’s or Tenant’s broker as the Fair 
Market Rent for the Extension Period, and shall notify Landlord and Tenant thereof. The three brokers may not offer any different opinion or 
recommendation of Fair Market Rent. The decision of the majority of the three brokers shall be binding upon Landlord and Tenant. The Fair 
Market Rent determined in accordance with the foregoing procedure shall be binding on the parties.  

2.6 Appraisal Costs . Each party shall bear the cost of its own appraiser and one-half (1/2) the cost of the third appraiser, unless the 
Fair Market Rent of the Third Opinion is within five percent (5%) either party’s FMR, in which case the other party shall bear the entire cost of 
the third appraiser.  

2.7 Acknowledgment of Rent . After the Fair Market Rent for the Extension Period has been established in accordance with the 
foregoing procedure, Landlord and Tenant shall promptly execute an amendment to the Lease to reflect the Base Monthly Rent for the 
Extension Period.  

2.8 Personal Option . The foregoing option to extend is personal to the original Tenant signing the Lease (and any Transferee 
pursuant to a Permitted Transfer), but may not be assigned or transferred to or exercised by any other assignee, sublessee or transferee under a 
Transfer.  

2.9 Conditions to Exercise . The foregoing option to extend may only be exercised by Tenant if Tenant then occupies not less than 
seventy-five percent (75%) of the Premises.  
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EXHIBIT E  

APPROVED HAZARDOUS MATERIALS EXHIBIT  

[see attached]  
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EXHIBIT F  

INTENTIONALLY OMITTED  
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Prepared By and After Recording Return To:  

Bryan Cave LLP  
2200 Ross Avenue, Suite 3300  
Dallas, Texas 75201  
Attn: Ed Fields  

Recording information above this line 

Prudential Loan No. 703000212 

SUBORDINATION, NON-DISTURBANCE AND ATTORNMENT AGREEMENT  

This Subordination, Non-Disturbance and Attornment Agreement ( “Agreement” ) is effective as of the date of execution by the last of 
the parties hereto to execute their respective signatures as set forth below (the “Effective Date” ) between THE BANK OF NEW YORK 
MELLON, a New York banking corporation, not in its individual capacity but solely as Trustee under the Reserve Trust Agreement for the 
PICA HARTFORD LIFE & ACCIDENT COMFORT TRUST and THE BANK OF NEW YORK MELLON, a New York banking 
corporation, not in its individual capacity but solely as Trustee under the Reserve Trust Agreement for the PAR U HARTFORD LIFE & 
ANNUITY COMFORT TRUST (together with its successors or assigns in interest, collectively “Lender” ) with a mailing address c/o 
Prudential Asset Resources, Inc., 2100 Ross Avenue, Suite 2500, Dallas, Texas 75201, and INTEVAC, INC., a Delaware corporation 
(“Tenant”, which includes any assigns and successors in interest of Tenant permitted under the Lease), with a current mailing address of 
Intevac, Inc., 3560 Bassett Street, Santa Clara, California 95054: Attn: Chief Financial Officer.  

RECITALS:  

A. Lender is the current owner and the holder of a loan evidenced by a Promissory Notes (collectively, the “Note” ) dated October 1, 
2008, in the original aggregate amount of $115,000,000.00. The Note is secured by a Deed of Trust, Security Agreement and Fixture Filing 
dated the same date as said Note, and recorded under Document No. 20003674 of the Real Property Records of Santa Clara County, California 
(as the same may have been subsequently amended, extended, assigned or otherwise modified, hereinafter referred to as the “Mortgage” ), 
covering the real property described therein (the “Mortgaged Premises” ), including certain premises located at 3548 Basset Street, 
Sunnyvale, CA (the “Subject Premises” ).  

B. Tenant is the tenant under that certain Lease Agreement dated March 20, 2014 (the “Lease” ), between Tenant and M West Propco X 
LLC, a Delaware limited liability company, as landlord (said landlord and its successors and assigns under the Lease, except Lender and those 
claiming under Lender, hereinafter called “Landlord” ), covering part of the Subject Premises as set forth under the Lease (hereinafter called 
the “Demised Premises” ).  
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C. Tenant and Lender desire to confirm their understanding with respect to the Lease and the Mortgage.  

THEREFORE, in consideration of the mutual covenants and agreements herein contained and other good valuable consideration, the 
receipt and sufficiency of which are hereby acknowledged by all parties, Lender and Tenant agree as follows:  

1. Subordination . The Lease is now, and will at all times and for all purposes be, subject and subordinate, in every respect, to the 
Mortgage and the lien imposed by the Mortgage, with the provisions of this Agreement (as between the Tenant and Lender only) controlling 
over the provisions of the Lease. The Lease is subordinate and subject, in each and every respect, to any and all increases, renewals, 
modifications, extensions, substitutions, replacements and/or consolidations of the Mortgage (collectively a “Modification” ), and all other 
loan documents securing the Note, provided that any and all Modifications shall nevertheless be subject to the terms of this Agreement.  

2. Non-Disturbance . So long as Tenant is not in default, beyond the applicable cure periods, under any of the terms, provisions, 
agreements, covenants, or obligations set forth in the Lease (a) Lender shall not name or join Tenant as a defendant in any exercise of Lender’s 
rights and remedies arising upon default under the Mortgage, unless applicable law requires Tenant to be made a party, and (b) Tenant’s 
possession of the Demised Premises under said Lease shall not be disturbed or interfered with by Lender.  

3. Attornment . If Lender or any other party succeeds to the interest of Landlord under the Lease in any manner ( “Successor 
Landlord” ), including but not limited to foreclosure, exercise of any power of sale, succession by deed in lieu or other conveyance (a 
“Succession” ), Tenant will attorn to and be bound to Successor Landlord upon Succession and will recognize any Successor Landlord as the 
landlord under the Lease. The Lease shall continue in full force and effect as a direct lease, in accordance with its terms, except as provided in 
this Agreement. Such attornment is effective and self-operative without the execution of any further instrument. Tenant, upon request, will sign 
and deliver any instruments reasonably requested to evidence such attornment. Tenant waives the provisions of any statute or rule of law, now 
or hereafter in effect, which may give or purport to give Tenant any right or election to terminate or otherwise adversely affect the Lease and 
the obligations of Tenant thereunder as a result of any such foreclosure or trustee’s sale. Lender shall use commercially reasonable efforts to 
exercise Lender’s remedies pursuant to the Mortgage in a manner that does not materially and adversely affect Tenant’s ability to operate its 
business in the Demised Premises.  

4. Limitation on Successor Landlord’s Liability . Upon any Succession, Successor Landlord shall not be (a) liable for any act or 
omission of the Landlord under said Lease, provided that the Successor Landlord shall be obligated to cure any Continuing Defaults (as defined 
below), (b) subject to any offsets or defenses which Tenant may have against the Landlord arising or occurring prior to the Succession, except 
for offsets pertaining to rent abatement, tenant improvement allowances or other credits, expressly provided for in the Lease, (c) bound by any 
rent or additional rent which Tenant may have paid to Landlord for more than the current month, except for monthly payments of common area 
maintenance charges, unreconciled capital improvement payments, property taxes, and so-called “free rent” or rental abatement provided in the 
Lease, (d) bound by any amendment or modification of the Lease that would reduce or shorten any economic  
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obligations of Tenant under the Lease or materially impair Landlord’s rights under the Lease made without Lender’s prior written consent, 
which consent shall not be unreasonably withheld, conditioned or delayed, (e) liable for any security deposit paid by Tenant to Landlord except 
to the extent such deposit is delivered to Successor Landlord, or (f) liable for the payment of any leasing commissions, the triggering event for 
which arose or occurred prior to the Succession. Any reference to Landlord includes all prior landlords under the Lease. Successor Landlord 
shall not be liable for the performance of the obligations of the Landlord under the Lease, except for those obligations which first arise during 
the period of Successor Landlord’s ownership of the Subject Premises and for “Continuing Defaults” (as defined below). In the case of a 
casualty or condemnation repair obligation, during the time period during which Lender is the Successor Landlord, Lender must receive the 
insurance or condemnation proceeds as a condition precedent to Lender’s repair obligation under the Lease.  

A “Continuing Default” is defined as a non-monetary default by Landlord under the Lease that began prior to Succession, is ongoing and 
continuing following Succession, and is susceptible to being cured. Successor Landlord shall only have liability for actual damages (not 
consequential or special damages) that arise after Succession as a result of its failure to cure a Continuing Default.  

5. Tenant’s Warranty . Tenant warrants to Lender, as of the date hereof, that (a) attached hereto as Exhibit A is a true, correct and 
complete copy of the Lease, (b) to Tenant’s current actual knowledge, there are no known defaults on the part of Landlord, (c) the Lease is a 
complete statement of the agreement of the parties with respect to the leasing of the Demised Premises, (d) the Lease is validly executed by 
Tenant and in full force and effect, and (e) to Tenant’s current actual knowledge, all conditions to the effectiveness or continuing effectiveness 
thereof required to be satisfied as of the date hereof have been satisfied. Tenant acknowledges and warrants to Lender that Tenant has not 
entered into any agreement to subordinate the Lease or any of Tenant’s rights under the Lease to any lien or mortgage other than the Mortgage.  

Each party hereto further represents and warrants to the other party hereto that such party: (i) is not a person or entity with whom the 
other party is restricted from doing business with under regulations of the Office of Foreign Assets Control (“OFAC”) of the U.S. Department 
of the Treasury (including, but not limited to, those named on OFAC’s Specially Designated Nationals and Blocked Persons list) or under any 
statute, executive order (including, but not limited to, the September 24, 2001 Executive Order Blocking Property and Prohibiting Transactions 
With Persons Who Commit, Threaten to Commit, or Support Terrorism), or other governmental action; (ii) is not a person or entity with whom 
the other party is restricted from doing business under the International Money Laundering Abatement and Financial Anti-Terrorism Act of 
2001 or the regulations or orders thereunder; and (iii) is not knowingly engaged in any dealings or transaction or be otherwise associated with 
such persons or entities described in (i) and (ii) above.  

6. Lender Cure Rights . Tenant will notify Lender in writing of any default by Landlord under the Lease that would entitle Tenant to 
cancel or terminate the Lease or abate the rents payable thereunder. Such notice shall be sent to Lender at 2100 Ross Avenue, Suite 2500, 
Dallas, Texas 75201, Reference Loan No. 703000212, certified mail, return receipt requested. Lender shall thereafter have forty-five (45) days 
to cure the default by Landlord, provided that if the default does not arise solely from the nonpayment of money and cannot reasonably be 
cured within  
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the time period set forth above, then Lender will have such additional time as is reasonably necessary to cure the default so long as Lender 
commences the cure thereof within original time period set forth above and diligently and in good faith pursues same to completion, and so 
long as Tenant’s use and enjoyment of the Demised Premises is not materially impaired during such period. Lender has no obligation to cure 
any default by Landlord and shall have no liability for not curing any default. Notwithstanding the foregoing, if Tenant shall inadvertently fail 
to provide such notice of Landlord’s default or breach to Lender, such failure shall not constitute a default of Tenant hereunder or under the 
Lease, but no such notice shall be binding on Lender until actually delivered by Tenant in accordance with the above notice provisions.  

7. Exculpation of Successor Landlord . Notwithstanding anything to the contrary in this Agreement or the Lease, Tenant shall look 
exclusively to Successor Landlord’s interest in the Mortgaged Premises or any proceeds from the disposition thereof, any rents or profits 
derived from the Mortgaged Premises, or any insurance or condemnation proceeds related thereto, for the satisfaction of Tenant’s remedies in 
the event of (a) default by Successor Landlord as landlord under the Lease, (b) any indemnity obligation that arises pursuant to the Lease, or 
(c) any payment or discharge of any money judgment in favor of Tenant against Successor Landlord with respect to the Lease.  

8. Rent Payment . Immediately upon written notice to Tenant (a) that Lender is exercising its rights under the Mortgage or any other 
loan documents acting to secure the Note following a default under the Loan, or (b) of Lender’s succeeding to the Landlord’s interest under the 
Lease, Tenant agrees to pay all rents due under the Lease directly to Lender in accordance with the Lease. In such event, Landlord hereby 
expressly authorizes Tenant to make such payments to Lender and further agrees that any sums paid to Lender shall be in satisfaction of 
Tenant’s obligations under the Lease.  

9. Complete Agreement . If this Agreement conflicts with the Lease, then as between the Tenant and Lender only hereto, all of the terms 
and provisions of this Agreement which are inconsistent with the Lease shall govern and control.  

10. No Oral Modification/Binding Effect . This Agreement may not be modified orally or in any manner other than by an agreement in 
writing signed by the parties hereto or their respective successors in interest.  

11. Laws . This Agreement shall be construed in accordance with the laws of the State where the Mortgaged Premises are located.  

12. Hazardous Materials . Following a Succession, Successor Landlord shall have no liability for any misrepresentation by Landlord 
under Section 7.2.E of the Lease or any obligation to indemnity Tenant under Section 7.2.E of the Lease. However, Successor Landlord must 
(i) comply with all laws governing Hazardous Materials (defined in Section 7.2.E of the Lease), (ii) store, use and dispose of all Hazardous 
Materials at the Subject Premises in accordance with all applicable Hazardous Materials Laws, and (iii) remove, remediate and/or clean up, as 
applicable, in accordance with all applicable Hazardous Materials Laws (defined in Section 7.2.E of the Lease), all Hazardous Materials at the 
Subject Premises (to the extent not caused by Tenant or its employees, contractors or agents) impairing Tenant’s use or access to the Demised 
Premises.  
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13. Insurance . Pursuant to Section 9.1.B of the Lease, Landlord hereby designates that Lender shall be an additional insured under the 
commercial general liability policy of insurance required to be carried by Tenant pursuant to Section 9.1 of the Lease. If Lender becomes a 
Successor Landlord, insurance required to be carried by Landlord under the Lease may be effected by Lender or an affiliate of Lender by self-
insurance or by a policy or policies of blanket insurance covering additional items or locations or insureds and with such commercially 
reasonable deductibles as Lender may from time to time reasonably determine. Tenant has no rights in any policy or policies maintained by 
Lender.  

14. Counterparts . This Agreement may be executed in one or more counterparts, all of which shall be considered one and the same 
agreement, and shall become a binding agreement when one or more counterparts have been signed and delivered to each of the parties.  

[Remainder of this page intentionally left blank]  
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly executed.  

LENDER:  

THE BANK OF NEW YORK MELLON, a New York banking corporation, not in its individual capacity but solely as Trustee under the 
Reserve Trust Agreement for the PICA HARTFORD LIFE & ACCIDENT COMFORT TRUST and THE BANK OF NEW YORK MELLON, 
a New York banking corporation, not in its individual capacity but solely as Trustee under the Reserve Trust Agreement for the PAR U 
HARTFORD LIFE & ANNUITY COMFORT TRUST  
   

   

   

Before me, on April 2, 2014 in and for said State, personally appeared Cheryl T. Eskridge as Vice President of Prudential Asset 
Resources, Inc., a Delaware corporation, as Servicer for The Bank of Mellon of New York, a New York banking corporation, not in its 
individual capacity but solely as Trustee, personally known to me to be the person whose name is subscribed to the within instrument and 
acknowledged to me that he executed the instrument on behalf of said entity.  
   

   

  

SIGNATURES CONTINUE ON FOLLOWING PAGE  
   

By:     Prudential Asset Resources, Inc., 
  a Delaware corporation 

Its:   Servicer 

By:   /s/ Cheryl Eskridge 
Name:   Cheryl Eskridge 
Title:   Vice President 
Dated:   4/2, 2014 

STATE OF TEXAS    §          
   §    ss.       

COUNTY OF DALLAS    §          

/s/ EMILY J. HODGES 
Notary Public 
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TENANT:  

INTEVAC, INC., a Delaware corporation  
   

STATE OF CALIFORNIA  
COUNTY OF Santa Clara  

On March 18, 2014, 2014, before me, Melody Dunn, a Notary Public, personally appeared Jeffrey Scott Andreson, who proved to me on the 
basis of satisfactory evidence to be the person(s) whose name(s) is/are subscribed to the within instrument and acknowledged to me that 
he/she/they executed the same in his/her/their authorized capacity(ies.), and that by his/her/their signature(s) on the instrument the person(s), or 
the entity upon behalf of which the person(s) acted, executed the instrument.  

I certify under PENALTY OF PERJURY under the laws of the State of California that the foregoing paragraph is true and correct.  

WITNESS my hand and official seal.  
   

(Seal)  

  

SIGNATURE CONTINUES ON FOLLOWING PAGE  
   

By:   /s/ JEFFREY ANDRESON 
Name:   JEFFREY ANDRESON 
Title:   EVP, CFO, Secretary 
Dated:   March 18 th , 2014 

/s/ MELODY A. DUNN 
Signature of the Notary Public 
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STATE OF CALIFORNIA  
COUNTY OF San Francisco  

On March 21, 2014, before me, Laura Leon, a Notary Public, personally appeared Steve Novick, who proved to me on the basis of satisfactory 
evidence to be the person(s) whose name(s) is/are subscribed to the within instrument and acknowledged to me that he/she/they executed the 
same in his/her/their authorized capacity(ies), and that by his/her/their signature(s) on the instrument the person(s), or the entity upon behalf of 
which the person(s) acted, executed the instrument.  

I certify under PENALTY OF PERJURY under the laws of the State of California that the foregoing paragraph is true and correct.  

WITNESS my hand and official seal.  
   

(Seal)  

  
   

With respect to Sections 8 and 13.     LANDLORD: 

    

M WEST PROPCO X LLC,  
a Delaware limited liability company  

    By:   /s/ Steve Novick 
    Name:   Steve Novick 
    Title:   Authorized Signatory 
    Dated: March 21, 2014 

/s/ LAURA LEON 
Signature of the Notary Public 

Loan No. 703000212  
SNDA for Intevac for 3548 Basset Street     8    



Exhibit A  

Lease  

[See Attached]  
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Exhibit 10.11 
   

  

Executive Incentive Plan  

Purpose  

The purpose of the Intevac Executive Incentive Plan (“EIP”) is to motivate participants to maximize stockholder value by aligning their short-
term compensation with achievement of Company financial performance goals and strategic business objectives that are based on the Company 
Annual Operating Plan (“AOP”). The EIP measures annual performance against both Corporate financial objectives and individual objectives, 
and is subject to Compensation Committee approval.  

Measurement Period  

The performance measurement period is January 1st through December 31st of the fiscal year.  

Eligibility & Target Incentive Opportunity  

All employees designated by the Compensation Committee of the Board of Directors (“BOD”) and the CEO will be eligible to participate in 
the EIP. Annually, the Compensation Committee reviews and approves the CEO, CFO and other employee participants in the EIP and their 
corresponding target incentive opportunities. BOD approval is required for the CEO.  

Each EIP participant is assigned a target incentive opportunity, expressed as a percentage of their base salary at the beginning of the calendar 
year (or when they are approved for participation in the EIP). Target incentive percentages may be adjusted during the year in the event of a 
promotion or significant change in responsibility (resulting in a pro-rata calculation of any potential award at the end of the year).  

The Employee Groups identified in the table on the following page are designated participants under the EIP:  
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Eligibility & Target Incentive Opportunity (Cont’d)   
   

Performance Measures  

There will be two EIP performance measures:  
   

   

The EIP will have two parts: the “Individual Performance Bonus” which will be completely based on each individual’s performance against 
goals and objectives set at the beginning of the year by the company; and the “Financial Performance Based Bonus” which will be completely 
based on company profitability. The employee’s “target bonus” will be half based on individual performance and half based on financial 
performance.  

Mechanics for “Individual Performance Bonus”  
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Employee Group    

Number of 
 

Employees      

Individual  
Performance  
Based Bonus  

Target  
(% of Base Salary)     

Financial  
Performance  
Based Bonus  

Target  
(% of Base Salary)   

CEO       1         50 %      50 %  
CFO       1         32.5 %      32.5 %  
EVP       3         25-30 %      25-30 %  
VP       6         25 %      25 %  
Key Employee       30-40         10-22.5 %      10-22.5 %  

  •   Objectives for Each Individual 

  •   Corporate Operating income 

  •   Supervisor sets meaningful goals at the beginning of the year. In some cases the parameters will be financial or defined with 
numbers; in other cases, goals will be non-numerical and somewhat subjective. 

  •   At year end the supervisor of each participant measures performance. In consultation with senior management “a performance 
Score”  from 0% to 100% is decided. 

  •   The employee is paid (in cash or RSU’s at the discretion of the Compensation Committee) an amount = “Score” X Individual’s 
Performance Based Bonus Target. The Individual Performance Bonus is “capped”  at 1 times target. 



Mechanics for “Financial Performance Bonus”  
   

   

   

   

   

Example for Individual Performance Based Bonus:  

Employee Salary $100k  
Individual Performance Based Target Bonus = 10% = $10K  

Individual Meets Objectives 100%  
Individual Performance Based Bonus = 100% x $10k = $10K  

Example for Financial Based Bonus:  

Employee Salary $100k  
Financial Based Target Bonus = 10% = $10K  

Corporate Profit = 1.5 x AOP  
Corporate Financial Based Bonus Pool = 1.5 X Target  

Financial Performance Based Bonus = 1.5 X Target = 1.5X $10k = $15K  

Total bonus paid to Employee = $25k.  
   

Page 3  

  •   Each year the CEO will propose performance measures and payout levels based upon the AOP. Compensation Committee approval 
is required for each performance measuring period. 

  •   Funding of the EIP Financial Performance Based Bonus pool will be based on performance against pre-established profit and / or 
revenue based goals approved by the Compensation Committee at the beginning of the year. 

  
•   If the Corporate operating profit falls below levels established by the Compensation Committee there will be no Financial 

Performance Based Bonus pool funding. In no circumstance, if the company operating profit is less than zero will Financial 
Performance Bonuses be paid. 

  •   The Financial Performance Based Bonus pool will be distributed “pro-rata” to the participants “pro-rata” based on their Financial 
Performance Based target bonuses (in cash or RSU’s at the discretion of the Compensation Committee). 

  •   The Financial Performance Based Bonus pool will be “capped”  at 2 times target. 



Employment Status Requirement for Eligibility  

Participants must be employed on or before October 1 during the Measurement Period to be eligible to participate in the EIP. Once this 
requirement has been met, a pro-rated award (assuming award funding) will be calculated for the year in which the service requirement is met.  

Timing and Form of Payment of Awards  

Employee must be on active status on the award payment date to receive an award. Awards will be determined within 75 days following the 
fiscal year end. Awards will be settled in cash or equity, subject to Board discretion.  

Fraudulent Misrepresentation  

If it is determined after the payment of an award that individual and corporate performance upon which the award was based was fraudulently 
represented; the Company reserves the right to require the return of that award.  

Board of Directors Discretion  

Intevac’s Board of Directors has full discretion to modify the EIP and determine awards (both positive and negative) as well as the authority to 
terminate the EIP at any time.  
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Exhibit 31.1 

I, Wendell Blonigan certify that:  
   

   

   

   

(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  

   

(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.  

Date: April 29, 2014  

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

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

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

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

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): 

  /s/ WENDELL T. BLONIGAN  

  

Wendell T. Blonigan  
President, Chief Executive Officer and Director  



Exhibit 31.2 

I, Jeffrey Andreson certify that:  
   

   

   

   

(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  

   

(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.  

Date: April 29, 2014  

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

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

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

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

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): 

/s/ JEFFREY ANDRESON 
Jeffrey Andreson  
Executive Vice President, Finance and Administration, 
Chief Financial Officer, Treasurer and Secretary  



Exhibit 32.1 

CERTIFICATION OF CHIEF EXECUTIVE OFFICER AND CHIEF FINANCIAL OFFICER  
PURSUANT TO  

18 U.S.C. SECTION 1350,  
AS ADOPTED PURSUANT TO  

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002  

I, Wendell Blonigan, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, 
that the Quarterly Report of Intevac, Inc. on Form 10-Q for the quarterly period ended March 29, 2014 fully complies with the requirements of 
Section 13(a) or 15(d) of the Securities Exchange Act of 1934 and that information contained in such Form 10-Q fairly presents in all material 
respects the financial condition and results of operations of Intevac, Inc.  

Date: April 29, 2014  
   

I, Jeffrey Andreson, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, 
that the Quarterly Report of Intevac, Inc. on Form 10-Q for the quarterly period ended March 29, 2014 fully complies with the requirements of 
Section 13(a) or 15(d) of the Securities Exchange Act of 1934 and that information contained in such Form 10-Q fairly presents in all material 
respects the financial condition and results of operations of Intevac, Inc.  

Date: April 29, 2014  
   

A signed original of this written statement required by Section 906 has been provided to Intevac, Inc. and will be retained by Intevac, Inc. 
and furnished to the Securities and Exchange Commission or its staff upon request.  

            /s/ WENDELL T. BLONIGAN  

      

Wendell T. Blonigan  
President, Chief Executive Officer and Director  

            /s/ JEFFREY ANDRESON 

      

Jeffrey Andreson  
Executive Vice President, Finance and Administration,  
Chief Financial Officer, Treasurer and Secretary  


