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PART I - FINANCIAL INFORMATION
ITEM 1.

FINANCIAL STATEMENTS
Kindred Biosciences, Inc.
Condensed Balance Sheets
(In thousands, except share and per share amounts)

June 30, 2014

December 31, 2013

(Unaudited)

ASSETS
Current assets:
Cash and cash equivalents
Short-term investments
Prepaid expenses and other

$

Total current assets
Property and equipment, net

9,338
103,100
532

$

112,970
109

Total assets
LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:
Accounts payable

65,477
12

$

113,079

$

$

1,711

$

Accrued liabilities
Total liabilities
Commitments and contingencies (Note 6)

Total stockholders' equity
Total liabilities and stockholders' equity

3,395

2,210

2

2

128,307
(14)
(18,611)

67,610
—
(4,333)

113,079

The accompanying notes are an integral part of these condensed financial statements.
3

689
1,521

109,684
$

65,489

1,684

Stockholders' equity:
Common stock, $0.0001 par value; 100,000,000 shares authorized; 19,710,732 and 16,214,620
shares issued and outstanding at June 30, 2014 and December 31, 2013, respectively
Additional paid-in capital
Accumulated other comprehensive loss
Accumulated deficit

65,329
—
148

63,279
$

65,489
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Kindred Biosciences, Inc.
Condensed Statements of Operations and Comprehensive Loss
(In thousands, except per share amounts)
(Unaudited)

Three months ended June 30,
2014

Operating expenses:
Research and development
General and administrative

$

5,639
2,499

Total operating expenses

Six months ended June 30,

2013

$

2014

300
96

$

2013

10,137
4,178

$

441
179

8,138

396

14,315

620

Loss from operations
Interest income

(8,138)
28

(396)
—

(14,315)
37

(620)
—

Net loss
Change in unrealized gains or losses on available-for-sale securities

(8,110)
(14)

(396)
—

(14,278)
(14)

(620)
—

Comprehensive loss

$

(8,124)

$

(396) $

(14,292) $

(620)

Net loss per share, basic and diluted

$

(0.42)

$

(0.13) $

(0.80) $

(0.21)

19,426

Weighted-average common shares outstanding, basic and diluted

3,000

The accompanying notes are an integral part of these condensed financial statements.
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17,833

3,000
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Kindred Biosciences, Inc.
Condensed Statements of Cash Flows
(In thousands)
(Unaudited)
Six months ended June 30,
2014

Cash Flows from Operating Activities
Net loss
Adjustments to reconcile net loss to net cash used in operating activities:
Stock-based compensation expense
Depreciation expense
Changes in operating assets and liabilities:

$

Prepaid expenses and other
Accounts payable
Due to related party
Accrued liabilities
Net cash used in operating activities
Cash Flows from Investing Activities
Purchase of short-term investments
Proceeds from maturities of short-term investments
Purchase of property and equipment
Net cash used in investing activities

2013

(14,278) $

(620)

2,253
13

98
—

(373)
1,022
—
460

(33)
29
23
143

(10,903)

(360)

(106,125)
3,000
(110)

—
—
(1)

(103,235)

(1)

Cash Flows from Financing Activities
Exercise of stock options
Net proceeds from issuance of Series A-1 convertible preferred stock
Net proceeds from sale of common stock in public offering
Net cash provided by financing activities
Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period

Supplemental disclosure of non-cash financing activities:
Offering costs in connection with Series AA convertible preferred stock recorded in
accrued expenses
Issuance of common stock and stock options for accrued consulting expenses

82
—
58,065

—
2,535
—

58,147

2,535

(55,991)
65,329

2,174
938

$

9,338

$

3,112

$

—

$

2

$

303

$

11

The accompanying notes are an integral part of these condensed financial statements.
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Kindred Biosciences, Inc.
Notes to Condensed Financial Statements
(Unaudited)
1.

Description of Business, Basis of Presentation and Summary of Significant Accounting Policies

Kindred Biosciences, Inc. ("we", "us" or "our") was incorporated on September 25, 2012 (inception) in the State of Delaware. We are a
biopharmaceutical company focused on saving and improving the lives of pets. Our activities since inception have consisted principally of raising
capital, establishing facilities, recruiting management and technical staff and performing research and development and advancing our product
candidates seeking regulatory approval. Our headquarters are in Burlingame, California.
We are subject to risks common to companies in the biotechnology and pharmaceutical industries. There can be no assurance that our
research and development will be successfully completed, that adequate patent or other intellectual property protection for our technology will be
obtained, that any products developed will obtain necessary government regulatory approval or that any approved products will be commercially
viable. We operate in an environment of substantial competition from other animal health companies. In addition, we are dependent upon the services
of our employees and consultants, as well as third-party contract research organizations and manufacturers.
The accompanying unaudited interim condensed financial statements have been prepared pursuant to the rules and regulations of the
Securities and Exchange Commission (SEC). Accordingly, they do not include all of the information and footnotes required by accounting principles
generally accepted in the United States (“U.S. GAAP”) for complete financial statements. These unaudited interim condensed financial statements
should be read in conjunction with the audited financial statements and notes thereto for the year ended December 31, 2013 included in our annual
report on Form 10-K as filed with the SEC on March 14, 2014, as amended. In the opinion of management, all adjustments, consisting of a normal
and recurring nature, considered necessary for a fair presentation, have been included in these unaudited interim condensed financial statements.
Liquidity
We have incurred losses and negative cash flows from operations and have not generated any revenue since our inception. We expect
to continue to incur losses and negative cash flows, which will increase significantly from historical levels as we expand our product development
activities, seek regulatory approvals for our product candidates, establish a biologics manufacturing capability, and begin to commercialize any
approved products. To date, we have been funded primarily through sales of our former convertible preferred stock, the sale of our common stock in
our initial public offering in December 2013 and the sale of our common stock in our April 8, 2014, public offering. We believe that our cash, cash
equivalents and short-term investments totaling $112,438,000 as of June 30, 2014, are sufficient to fund our planned operations for at least the next
24 months.
If we require additional funding for operations, we may seek such funding through public or private equity or debt financings or other
sources, such as corporate collaborations and licensing arrangements. We may not be able to obtain financing on acceptable terms, or at all, and we
may not be able to enter into corporate collaborations or licensing arrangements. The terms of any financing may result in dilution or otherwise
adversely affect the holding or the rights of our stockholders.
Use of Estimates
The preparation of financial statements and related disclosures in conformity with U.S. GAAP requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities, the disclosure of contingent assets and liabilities at the date of the financial
statements, and the reported amounts of revenues and expenses during the reporting periods. Significant estimates and assumptions reflected in these
condensed financial statements include, but are not limited to, the valuation of stock-based awards, the realization of deferred tax assets and the
accrual of research and development expenses. Estimates are periodically reviewed in light of changes in circumstances, facts and experience. Actual
results could differ from those estimates.
6
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Comprehensive Loss
Our comprehensive loss includes the change in unrealized gains or losses on available-for-sale securities. The cumulative amount of gains or
losses are reflected as a separate component of stockholders' equity in the condensed balance sheets as accumulated other comprehensive loss.
Recently Issued Accounting Pronouncements
On June 10, 2014, the Financial Accounting Standards Board (FASB) issued Accounting Standards Update (ASU) No. 2014-10,
Development Stage Entities (Topic 915) - Elimination of Certain Financial Reporting Requirements, Including an Amendment to Variable Interest
Entities Guidance in Topic 810, Consolidation, which eliminates the concept of a development stage entity (DSE) in its entirety from current
accounting guidance. A DSE is an entity devoting substantially all of its efforts to establishing a new business and for which either planned principal
operations have not yet commenced or have commenced but there has been no significant revenues generated from that business. Under current
guidance, DSEs are required to present inception-to-date financial information in their annual statements. We determined we were a DSE and had
therefore presented inception-to-date financial information financial statements. As permitted by ASU 2014-10, we have elected to early adopt this
standard, and therefore, we have not presented any inception to date financial information and we have removed all references to development stage
in these condensed financial statements.
We do not believe there are any other recently issued standards not yet effective that will have a material impact on our financial statements
when the standards become effective.
2.

Fair Value Measurements

Certain assets and liabilities are carried at fair value. Fair value is defined as the exchange price that would be received for an asset or paid to
transfer a liability (an exit price) in the principal or most advantageous market for the asset or liability in an orderly transaction between market
participants on the measurement date. Valuation techniques used to measure fair value must maximize the use of observable inputs and minimize the
use of unobservable inputs. A fair value hierarchy based on three levels of inputs, of which the first two are considered observable and the last is
considered unobservable, is used to measure fair value:
Level 1: Quoted prices in active markets for identical assets or liabilities.
Level 2: Observable inputs (other than Level 1 quoted prices) such as quoted prices in active markets for similar assets or liabilities, quoted
prices in markets that are not active for identical or similar assets or liabilities, or other inputs that are observable or can be corroborated by
observable market data.
Level 3: Unobservable inputs that are supported by little or no market activity and that are significant to determining the fair value of the
assets or liabilities, including pricing models, discounted cash flow methodologies and similar techniques.
The carrying amount of financial instruments, including cash and cash equivalents, accounts payable and accrued liabilities approximate fair
value due to the short maturities of these financial instruments.
7
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Financial assets, which consist of money market funds and available-for-sale securities, are measured at fair value on a recurring basis and
are summarized as follows (in thousands):
Fair Value Measurements as of June 30, 2014

Description

Quoted Prices in
Active Markets
(Level 1)

Total

Significant Other
Observable Inputs
(Level 2)

Unobservable Inputs
(Level 3)

Cash equivalents:
Money market funds
Short-term investments:
U.S. Treasury bills
U.S. government agency notes
U.S. treasury bonds and notes

$

8,827

$

25,993
3,000
74,107
111,927

$

8,827

$

—
—
—
8,827

$

—

$

25,993
3,000
74,107
103,100

$

—

$

—
—
—
—

Fair Value Measurements as of December 31, 2013

Description

Cash equivalents:
Money market funds

Quoted Prices in
Active Markets
(Level 1)

Total

$
$

65,310
65,310

$
$

65,310
65,310

Significant Other
Observable Inputs
(Level 2)

$
$

—
—

Unobservable Inputs
(Level 3)

$
$

—
—

There were no transfers of assets between Level 1, Level 2 or Level 3 of the fair value hierarchy at June 30, 2014, or December 31, 2013.
At June 30, 2014 and December 31, 2013 , we did not have any financial liabilities which were measured at fair value on a recurring basis.
3.

Short-Term Investments

We classify all highly-liquid investments with stated maturities of greater than three months from the date of purchase and remaining
maturities of less than one year as short-term investments. Investments with maturities beyond one year may be classified as short-term based on their
highly liquid nature and because such investments are viewed as being available to support current operations. We classify and account for short-term
investments as available-for-sale and reflect realized gains and losses using the specific identification method. Changes in market value if any,
excluding other-than-temporary impairments, are reflected in other comprehensive income (loss).
The fair value of available-for-sale short-term investments by type of security at June 30, 2014 were as follows (in thousands):
Gross Unrealized
Gains

Amortized Cost

U.S. treasury bills
U.S. government agency notes
U.S. treasury bonds and notes

8

Gross Unrealized
Losses

Fair Value

$

25,989
2,999
74,126

$

4
1
—

$

—
—
(19)

$

25,993
3,000
74,107

$

103,114

$

5

$

(19)

$

103,100
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At June 30, 2014, short-term investments with maturities beyond one year consisted of U.S. treasury bonds with carrying values of
$8,008,000 and $8,020,000 that mature on August 15, 2015 and August 31, 2015, respectively. These investments are classified as current assets
since they are viewed as available to support current operations. We held no short-term investments at December 31, 2013.
4.

Accrued Liabilities
Accrued liabilities consisted of the following (in thousands):
June 30, 2014

Payroll and related expenses
Consulting expenses
Research and development costs
Offering costs
Other expenses

5.

December 31, 2013

$

664
6
730
—
284

$

635
304
159
381
42

$

1,684

$

1,521

Stock-Based Awards and Common Stock

The table below shows the number of shares of common stock underlying options granted to employees and directors, the assumptions used
in the Black-Scholes option pricing model used to value those options and the resulting weighted-average grant date fair value per share:
Three months ended June 30,

Shares underlying options granted
Weighted-average exercise price

Six months ended June 30,

2014

2013

2014

2013

182,500

—

914,000

540,000

$19.65

n/a

$16.68

$0.35

1.9%-2.0%

n/a

1.4%-2.0.%

0.6%-0.9%

Expected term (years)

6.1

n/a

5.3 - 6.1

5.0

Expected volatility

90%

n/a

90%

90%

—

n/a

—

—

$14.71

n/a

$12.33

$0.22

Risk- free interest rate

Expected dividend yield
Weighted-average grant date fair value per share

The table below shows the number of shares of common stock underlying options granted to consultants, the assumptions used in the BlackScholes option pricing model used to value those options and the resulting weighted-average grant date fair value per share:
Three months ended June 30,

Six months ended June 30,

2014

2013

2014

2013

Shares underlying options granted
Weighted-average exercise price
Risk- free interest rate
Expected term (years)
Expected volatility

250
$15.38
2.7%
10.0
90%

154,793
$0.32
0.7%-0.8%
10.0
90%

32,963
$15.41
2.6%-2.7%
10.0
90%

191,318
$0.32
0.6%-0.8%
10.0
90%

Expected dividend yield
Weighted-average grant date fair value per share

—
$13.31

—
$0.27

—
$13.32

—
$0.27
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We recorded stock-based compensation expense as follows (in thousands):
Three months ended June 30,
2014

Research and development
General and administrative

Six months ended June 30,

2013

2014

2013

$

361
815

$

48
11

$

689
1,564

$

81
17

$

1,176

$

59

$

2,253

$

98

We had an aggregate of approximately $10,376,000 of unrecognized stock-based compensation expense for options outstanding as of
June 30, 2014 which is expected to be recognized over a weighted-average period of 3.3 years.
During the six months ended June 30, 2014, we issued 43,612 shares of common stock with an intrinsic value of $678,000 upon exercise of
stock options, for proceeds of $82,000. During the six months ended June 30, 2014, we issued 2,500 shares upon release of restricted stock awards.
On April 8, 2014, we completed a public offering of 3,450,000 shares of common stock at a price of $18.00 per share, for net proceeds of
$58,065,000, after deducting underwriting discounts, commissions and offering expenses.
6.

Commitments and Contingencies

In March 2014, we entered into a license agreement under which we made an up-front payment and are obligated to make annual payments
and, subject to certain terms and conditions, milestone payments upon achievement of development milestones and a royalty based on sales of
products developed under the agreement.
In April 2014, we entered into new noncancelable operating leases for laboratory space and office space. As of June 30, 2014 we are
obligated to make minimum lease payments under noncancelable operating leases as follows (in thousands):
Year ending December 31,

7.

Lease Payments

2014 (remainder of year)
2015
2016
2017

$

59
247
255
209

Total

$

770

Net Loss Per Share
Basic and diluted net loss per share was calculated as follows (in thousands, except per share amounts):
Three months ended June 30,
2014

Six months ended June 30,

2013

2014

2013

Basic and diluted net loss per share:
Numerator:
Net loss
Denominator:
Weighted-average common shares outstanding, basic and
diluted

$

Net loss per common share, basic and diluted

$

(8,110) $

19,426
(0.42) $

(396)

$

3,000
(0.13)

(14,278) $

17,833
$

(0.80) $

(620)

3,000
(0.21)

There was no difference between the Company’s net loss and the net loss attributable to common stockholders for all periods presented.
10
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Stock options and unvested restricted stock awards to purchase 2,287,590 shares of common stock as of June 30, 2014, were excluded from
the computation of diluted net loss per share attributable to common stockholders for the three and six months ended June 30, 2014, because their
effect was anti-dilutive.
Stock options to purchase 731,318 shares of common stock and 1,819,581 shares of common stock issuable upon the conversion of preferred
stock as of June 30, 2013, were excluded from the computation of diluted net loss per share for the three and six months ended June 30, 2013,
because their effect was anti-dilutive.
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ITEM 2.

MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

In this section,”Kindred,” “we,” “our,” “ours,” “us,” and the “Company” refer to Kindred Biosciences, Inc.
This management’s discussion and analysis of financial condition as of June 30, 2014 and results of operations for the three and six months
ended June 30, 2014 and 2013 should be read in conjunction with our Annual Report on Form 10-K for the year ended December 31, 2013 which
was filed with the SEC on March 14, 2014, as amended, and our condensed financial statements and notes to condensed financial statements in this
Form 10-Q.
The discussion and analysis below, and other sections of this Quarterly Report on Form 10-Q, include certain forward-looking statements
related to our research and development and commercialization of our products in the U.S., our future financial condition and results of operations
and potential for profitability, the sufficiency of our cash resources, our ability to obtain additional equity or debt financing, if needed, possible
partnering or other strategic opportunities for the development of our products, as well as other statements related to the progress and timing of
product development, present or future licensing, collaborative or financing arrangements or that otherwise relate to future periods, which are all
forward-looking statements as defined by the Private Securities Litigation Reform Act of 1995. These statements represent, among other things, the
expectations, beliefs, plans and objectives of management and/or assumptions underlying or judgments concerning the future financial performance
and other matters discussed in this document. The words “may,” “will,” “should,” “plan,” “believe,” “estimate,” “intend,” “anticipate,”
“project,” and “expect” and similar expressions are intended to connote forward-looking statements. All forward-looking statements involve certain
risks, uncertainties and other factors described in Part II. Item 1.A of this report and in our Annual Report on Form 10-K for the year ended
December 31, 2013, that could cause our actual commercialization efforts, financial condition and results of operations, and business prospects and
opportunities to differ materially from these expressed in, or implied by, those forward-looking statements. We caution investors not to place
significant reliance on the forward-looking statements contained in this report. These statements, like all statements in this report, speak only as of the
date of this report (unless another date is indicated), and we undertake no obligation to update or revise forward-looking statements.
Overview
We are an early stage biopharmaceutical company focused on saving and improving the lives of pets. Our mission is to bring to our pets the
same kinds of safe and effective medicines that our human family members enjoy. Our core strategy is to identify compounds and targets that have
already demonstrated safety and efficacy in humans and to develop therapeutics based on these validated compounds and targets for pets, primarily
dogs, cats and horses. We believe this approach will lead to shorter development times and higher approval rates than pursuing new, non-validated
compounds and targets. We have three product candidates that are in pivotal field efficacy trials, or pivotal trials, and expect approval of one or more
of these product candidates as early as 2015. In addition, we have multiple other product candidates, including several biologics, in various stages of
development. We believe there are significant unmet medical needs for pets, and that the pet therapeutics segment of the animal health industry is
likely to grow substantially as new therapeutics are identified, developed and marketed specifically for pets.
Our lead product candidates are CereKin™ (diacerein) for the treatment of osteoarthritis pain and inflammation in dogs, AtoKin™
(fexofenadine) for the treatment of atopic dermatitis in dogs and SentiKin™ (flupirtine) for the treatment of post-operative pain in dogs. In addition,
we have advanced several other products. We have completed a PK study of extended-release SentiKin for postoperative pain in cats. We also expect
to initiate a PK study of a drug for fever in horses this quarter and have initiated a PK study of a drug for the stimulation of appetite in cats. We have
performed a PK study of KIND-007 and have placed the program on hold, due to very short half-life. We have replaced KIND-006 with a more
potent molecule of the same class. Significant progress has been made in the biologics program, including erythropoietin for cats with anemia. We
have also initiated checkpoint inhibitor programs for dogs. All of these product candidates, if approved, would be first-in-class drugs in the pet
therapeutic market.
We initiated the pivotal trials for CereKin, AtoKin and SentiKin in August 2013, February 2014 and March 2014, respectively, and expect to
report topline data from the CereKin pivotal trial in the second half of August 2014. The AtoKin pivotal study in dogs with atopic dermatitis and the
SentiKin pivotal study in dogs for postoperative pain are actively enrolling patients. Assuming positive results from these trials, we intend to submit
the technical sections of New
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Animal Drug Applications, or NADAs, for marketing approval of CereKin, AtoKin, and SentiKin in the United States in 2014, and anticipate
potential marketing approvals and product launches as early as the end of 2015. If approved in the United States, we plan to make similar regulatory
filings for these products with the European Medicines Agency, or EMA for marketing approval in the European Union, or EU.
Some of our studies, such as the pivotal trials for CereKin and AtoKin, are conducted under Protocol Concurrences granted by the FDA,
while other studies, such as SentiKin for postoperative pain in dogs, are performed without a Protocol Concurrence. Protocol Concurrences are not
required, but where they are granted by the FDA, they demonstrate that the FDA agrees that the design and analyses proposed in a protocol are
acceptable to support regulatory approval of the product candidate with respect to effectiveness of the indication studied. Although the FDA’s
Center for Veterinary Medicine, or the CVM, have not concurred with our proposed SentiKin protocol, we have modified the SentiKin pivotal trial
protocol in accordance with comments provided by the CVM on our Protocol Concurrence request and have proceeded with the trial without
obtaining a formal FDA Protocol Concurrence.
In addition to the product candidates discussed above, we are in the early stages of development for multiple additional indications, with the
potential to attain approval for two or more products annually for several years starting in late 2015. We plan to commercialize our products in the
United States through a direct sales force complemented by selected distributor relationships, and in the EU through distributors and other third
parties. Because we seek to identify product candidates that are not protected by third-party patents, we typically do not need to obtain licenses or
make any upfront, milestone or royalty payments in connection with our product candidates.
We are an early stage company with no products approved for marketing and sale, and we have not generated any revenue. We have incurred
significant net losses since our inception. We incurred cumulative net losses of $18,611,000 through June 30, 2014 and $14,278,000 for the six
months ended June 30, 2014. These losses have resulted principally from costs incurred in connection with investigating and developing our product
candidates, research and development activities and general and administrative costs associated with our operations.
Historically our funding has been a mixture of private and public offerings, most recently our initial public offering in December 2013
provided us with net proceeds of $54,871,000 and a public offering in April 2014 provided us with net proceeds of $58,065,000 after deducting
underwriting discounts and commissions of $3,726,000 and other offering expenses of approximately $309,000. As of June 30, 2014, we had cash,
cash equivalents and short-term investments of $112,438,000.
For the foreseeable future, we expect to continue to incur losses, which will increase significantly from historical levels as we expand our
product development activities, seek regulatory approvals for our product candidates and begin to commercialize them if they are approved by the
Center for Veterinary Medicine branch of the U.S. Food and Drug Administration, or FDA, the U.S. Department of Agriculture, or USDA, or the
European Medicines Agency, or EMA. If we are required to further fund our operations, we expect to do so through public or private equity
offerings, debt financings, corporate collaborations and licensing arrangements. We cannot assure you that such funds will be available on terms
favorable to us, if at all. Arrangements with collaborators or others may require us to relinquish rights to certain of our technologies or product
candidates. In addition, we may never successfully complete development of, obtain adequate patent protection for, obtain necessary regulatory
approval, or achieve commercial viability for any product candidate. If we are not able to raise additional capital on terms acceptable to us, or at all,
as and when needed, we may be required to curtail our operations, and we may be unable to continue as a going concern.
Critical Accounting Policies and Significant Judgments and Estimates
Our management’s discussion and analysis of financial condition and results of operations is based on our condensed financial statements,
which have been prepared in accordance with accounting principles generally accepted in the United States, or U.S. GAAP. The preparation of our
condensed financial statements and related disclosures requires us to make estimates and assumptions that affect the reported amounts of assets and
liabilities, and revenue, costs and expenses and related disclosures during the reporting periods. On an ongoing basis, we evaluate our estimates and
judgments, including those described below. We base our estimates on historical experience and on various other factors that we believe are
reasonable under the circumstances, the results of which form the basis for making judgments about the carrying value of assets and liabilities that are
not readily apparent from other sources. Actual results may differ from these estimates under different assumptions or conditions.
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There have been no significant changes to our critical accounting policies since the beginning of our fiscal year. Our critical accounting
policies are described in the “Management’s Discussion and Analysis of Financial Condition and Result of Operations” section of our Annual Report
on Form 10-K for the year ended December 31, 2013, which was filed with SEC on March 14, 2014, as amended.
Results of Operations
The following table summarizes the results of our operations for the periods indicated:
Three months ended June 30,
2014

Six months ended June 30,

2013

2014

2013

(In thousands)

Operating expenses:
Research and development
General and administrative
Total operating expenses

$

5,639
2,499

Loss from operations
Interest income
$

Net loss

$

300
96

$

10,137
4,178

$

441
179

8,138

396

14,315

620

(8,138)
28

(396)
—

(14,315)
37

(620)
—

(8,110) $

(396) $

(14,278) $

(620)

Revenue
We do not have any products approved for sale, have not generated any revenue since our inception and do not expect to generate any
material revenue in the near future. If our development efforts result in clinical success and regulatory approval or collaboration agreements with
third parties for any of our product candidates, we may generate revenue from those product candidates.
Research and Development Expense
All costs of research and development are expensed in the period incurred. Research and development costs consist primarily of salaries and
related expenses for personnel, stock-based compensation expense, fees paid to consultants, outside service providers, professional services, travel
costs and materials used in clinical trials and research and development. We are currently pursuing multiple product candidates for over a dozen
indications. We typically use our employee and infrastructure resources across multiple development programs.
Research and development expense was as follows for the periods indicated:
Three months ended June 30,
2014

Six months ended June 30,

2013

2014

2013

(In thousands)

Payroll and related
Consulting
Field trial costs, including materials
Stock-based compensation
Other

14

$

1,191
481
3,432
361
174

$

86
58
105
48
3

$

1,814
979
6,066
689
589

$

173
59
121
81
7

$

5,639

$

300

$

10,137

$

441
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During the three and six months ended June 30, 2014, research and development expense related primarily to advancing the development of
our lead product candidates. During these periods the CereKin field trial completed enrollment and we began a Target Animal Safety Study which is
nearing completion. We also initiated our field trials for Atokin and SentiKin and sourced the manufacture of material necessary for regulatory
approval. We also initiated additional manufacturing work in preparation for commercialization of our first product candidates. We also continue to
advance additional product candidates in our small molecule programs as well as continue to advance our biologics program by building an in-house
team to focus on setting-up a manufacturing process for our potential biologic candidates. Outsourced research and development expense related to
our product development programs for CereKin, AtoKin and SentiKin for the three months ended June 30, 2014 were $1,190,000, $512,000 and
$1,737,000, respectively, and $376,000 for our other product development programs. Outsourced research and development expense related to our
product development programs for CereKin, AtoKin and SentiKin for the six months ended June 30, 2014 were $2,330,000, $1,556,000 and
$2,645,000, respectively, and $910,000 for our other product development programs. Outsourced research and development expense consist primarily
of costs related to manufacturing supplies, field trials, studies and consulting.
During the three and six months ended June 30, 2013, research and development expense primarily related to advancing the development of
our lead product candidates. During these periods we developed the protocols for CereKin and AtoKin, received Protocol Concurrences from the
FDA for both compounds and increased our staffing to support the planning for initiation of the pivotal trials of CereKin and AtoKin. Outsourced
research and development expense were $94,000 and $125,000 for the three and six months ended June 30, 2013, respectively, and related primarily
to CereKin.
We expect research and development expense to increase for the foreseeable future as we continue to increase our headcount, commence
pivotal studies and further develop our small molecule compounds and biologics development programs. Due to the inherently unpredictable nature
of our development, we cannot reasonably estimate or predict the nature, specific timing or estimated costs of the efforts that will be necessary to
complete the development of our product candidates.
General and Administrative Expense
General and administrative expense was as follows for the periods indicated:
Three months ended June 30,
2014

Six months ended June 30,

2013

2014

2013

(In thousands)

Payroll and related
Consulting and legal fees
Stock-based compensation
Other

$

453
863
815
368

$

64
14
11
7

$

821
1,174
1,564
619

$

128
21
17
13

$

2,499

$

96

$

4,178

$

179

During the three and six months ended June 30, 2014, general and administrative expense related primarily to salaries, professional and
consulting fees for legal, accounting and tax services, costs of being a public company, rent and other facilities costs, and other general business
services. We expect general and administrative expense to increase significantly as we continue to increase our headcount and build our corporate
infrastructure.
During the three and six months ended June 30, 2013, general and administrative expense related primarily to salaries and related expense.
Income Taxes
We have historically incurred operating losses and maintain a full valuation allowance against our net deferred tax assets. Our management
has evaluated the factors bearing upon the realizability of our deferred tax assets, which are comprised principally of net operating loss carryforwards
and concluded that, due to the uncertainty of realizing any tax benefits as of June 30, 2014, a valuation allowance was necessary to fully offset our
deferred tax assets.
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Liquidity and Capital Resources
We have incurred losses and negative cash flows from operations and have not generated any revenue since our inception in September 2012
through June 30, 2014. As of June 30, 2014, we had an accumulated deficit of $18,611,000. During the year ended December 31, 2013, we raised a
total of $65,959,000, net of offering costs, primarily in connection with our initial public offering and through the sale of preferred stock
(subsequently converted to common stock at the time of our initial public offering). On April 8, 2014, we completed a public offering of common
stock, resulting in net proceeds of $58,065,000. As of June 30, 2014, we had cash, cash equivalents and short-term investments of $112,438,000. We
believe that our cash, cash equivalents and short-term investments balances as of June 30, 2014, are sufficient to fund our planned operations for at
least the next 24 months.
Cash Flows
The following table summarizes our cash flows for the periods set forth below:
Six months ended June 30,
2014

2013
(In thousands)

Net cash used in operating activities

$

(10,903)

$

(360)

Net cash used in investing activities

$

(103,235)

$

(1)

Net cash provided by financing activities

$

58,147

$

2,535

Net cash used in operating activities
During the six months ended June 30, 2014, net cash used in operating activities was $10,903,000. Net cash used in operating activities
resulted primarily from our net loss of $14,278,000, partially offset by non-cash, stock-based compensation of $2,253,000 and changes in operating
assets and liabilities of $1,109,000.
During the six months ended June 30, 2013, net cash used in operating activities was $360,000. Net cash used in operating activities resulted
primarily from our net loss of $620,000, partially offset by non-cash, stock-based compensation of $98,000 and changes in operating assets and
liabilities of $162,000.
Net cash used investing activities
During the six months ended June 30, 2014, net cash used in investing activities was $103,235,000, which resulted from $106,125,000
related to the purchase of marketable securities and $110,000 related to purchases of property and equipment, partially offset by proceeds from
maturities of marketable securities of $3,000,000.
During the six months ended June 30, 2013, net cash used in investing activities of $1,000 related to the purchase of property and equipment.
Net cash provided by financing activities
During the six months ended June 30, 2014, net cash provided by financing activities consisted of $58,065,000 of net proceeds from a public
offering and $82,000 from the exercise of stock options.
During the six months ended June 30, 2013, net cash provided by financing activities of $2,535,000 resulted from proceeds from issuance of
Series A-1 convertible preferred stock.

Future Funding Requirements
We anticipate that we will continue to incur losses for the next several years due to expenses relating to:
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•
•
•
•

pivotal trials of our product candidates;
toxicology studies for our product candidates;
establishment of biologics manufacturing capability; and
commercialization of one or more of our product candidates, if approved.

We believe our existing cash, cash equivalents and short-term investments will be sufficient to fund our operating plan through at least the
next 24 months and the anticipated approval and launch of one or more of our lead product candidates, CereKin, AtoKin and SentiKin. However, our
operating plan may change as a result of many factors currently unknown to us, and we may need to seek additional funds sooner than planned,
through public or private equity or debt financings or other sources, such as strategic collaborations. Such financing may result in dilution to
stockholders, imposition of debt covenants and repayment obligations or other restrictions that may affect our business. In addition, we may seek
additional capital in connection with possible strategic acquisitions even if we believe we have sufficient funds for our current or future operating
plans.
Our future capital requirements depend on many factors, including, but not limited to:
•
•
•
•
•
•
•
•
•

the scope, progress, results and costs of researching and developing our current or future product candidates;
the timing of, and the costs involved in, obtaining regulatory approvals for any of our current or future product candidates;
the number and characteristics of the product candidates we pursue;
the cost of manufacturing our current and future product candidates and any products we successfully commercialize;
the cost of commercialization activities if any of our current or future product candidates are approved for sale, including marketing,
sales and distribution costs;
the expenses needed to attract and retain skilled personnel;
the costs associated with being a public company;
our ability to establish and maintain strategic collaborations, licensing or other arrangements and the financial terms of such
agreements; and
the costs involved in preparing, filing, prosecuting, maintaining, defending and enforcing possible patent claims, including litigation
costs and the outcome of any such litigation.

Since inception, we have not engaged in the use of any off-balance sheet arrangements, such as structured finance entities, special purpose
entities or variable interest entities.
Contractual Obligations
In April 2014, we entered into noncancelable operating leases for laboratory space and office space under which we are obligated to make
minimum lease payments totaling $791,000 through November 2017 the timing of which is described in more detail in the notes to the condensed
financial statements.
In March 2014, we entered into a license agreement under which we made an up-front payment and are obligated to make annual payments
and, subject to certain terms and conditions, milestone payments upon achievement of development milestones and a royalty based on sales of
products developed under the agreement.
Off-Balance Sheet Arrangements
As of June 30, 2014, we did not have any material off-balance sheet arrangements as defined in Item 303(a)(4)(ii) of SEC Regulation S-K.
Recently Issued Accounting Pronouncements
On June 10, 2014, the Financial Accounting Standards Board (FASB) issued Accounting Standards Update (ASU) No. 2014-10,
Development Stage Entities (Topic 915) - Elimination of Certain Financial Reporting Requirements, Including an Amendment to Variable Interest
Entities Guidance in Topic 810, Consolidation, which eliminates the concept of a development stage entity (DSE) in its entirety from current
accounting guidance. A DSE is an entity devoting substantially all of its efforts to establishing a new business and for which either planned principal
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operations have not yet commenced or have commenced but there has been no significant revenues generated from that business. Under current
guidance, DSEs are required to present inception-to-date financial information in their annual statements. We determined we were a DSE and had
therefore presented inception-to-date financial information financial statements. As permitted by ASU 2014-10, we have elected to early adopt this
standard, and therefore, we have not presented any inception to date financial information and we have removed all references to development stage
in these condensed financial statements.
We do not believe there are any other recently issued standards not yet effective that will have a material impact on our financial statements
when the standards become effective.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK.
The primary objective of our investment activities is to preserve capital. We do not utilize hedging contracts or similar instruments.
We are exposed to certain market risks relating primarily to (1) interest rate risk on our cash and cash equivalents, (2) market price risk on
our short-term investments, and (3) risks relating to the financial viability of the institutions which hold our capital and through which we have
invested our funds. We manage such risks by investing in short-term, liquid, highly-rated instruments. As of June 30, 2014, our cash equivalents and
short-term investments are invested in money market funds, U.S. treasury notes, U.S treasury bonds and obligations of U.S. federal agencies. We do
not believe we have any material exposure to interest rate risk due to the extremely low interest rate environment, the short duration of the securities
we hold and our ability to hold our investments to maturity if necessary. Declines in interest rates would reduce investment income, but would not
have a material effect on our financial condition or results of operations.
We do not currently have exposure to foreign currency risk.
ITEM 4. CONTROLS AND PROCEDURES
Disclosure Controls and Procedures
As of the end of the period covered by this quarterly report on Form 10-Q, our Chief Executive Officer and Chief Financial Officer (the
“Certifying Officers”) evaluated the effectiveness of our disclosure controls and procedures. Disclosure controls and procedures are controls and
procedures designed to reasonably assure that information required to be disclosed in our reports filed under the Securities Exchange Act of 1934 (the
“Exchange Act”), such as this report, is recorded, processed, summarized and reported within the time periods specified in the SEC rules and forms.
Disclosure controls and procedures are also designed to reasonably assure that such information is accumulated and communicated to our
management, including the Certifying Officers, as appropriate to allow timely decisions regarding required disclosure. Based on these evaluations, the
Certifying Officers have concluded, that, as of the end of the period covered by this report:
(a) our disclosure controls and procedures were effective to provide reasonable assurance that information required to be disclosed by us in
the reports we file or submit under the Exchange Act was recorded, processed, summarized and reported within the time periods specified in the
SEC’s rules and forms; and
(b) our disclosure controls and procedures were effective to provide reasonable assurance that material information required to be disclosed
by us in the reports we file or submit under the Exchange Act was accumulated and communicated to our management, including the Certifying
Officers, as appropriate to allow timely decisions regarding required disclosure.
Changes in Internal Control over Financial Reporting
There has not been any change in our internal control over financial reporting that occurred during the period ended June 30, 2014 that has
materially affected, or is reasonably likely to materially affect, our internal control over financial reporting.
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PART II — OTHER INFORMATION
ITEM 1.

LEGAL PROCEEDINGS

None.
ITEM 1A.

RISK FACTORS

You should consider the “Risk Factors” included under Item 1A of our Annual Report on Form 10-K for the year ended December 31, 2013
filed with the SEC on March 14, 2014, as amended. There has been no material changes to those Risk Factors.
ITEM 2.

UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

Unregistered Sales of Equity Securities and Issuer Purchases of Equity Securities
None.
Use of Proceeds from the Sale of Registered Securities
On December 11, 2013, our registration statement on Form S-1 (File No. 333-192242) was declared effective by the Securities and
Exchange Commission (SEC) for our initial public offering pursuant to which we sold an aggregate of 8,625,000 shares of our common stock at a
price to the public of $7.00 per share. There has been no material change in our use of proceeds from our initial public offering as described in our
final prospectus filed with the SEC on December 12, 2013 pursuant to Rule 424(b).
ITEM 3.

DEFAULTS UPON SENIOR SECURITIES

None.
ITEM 4.

MINE SAFETY DISCLOSURES

Not applicable.
ITEM 5.

OTHER INFORMATION

On May 27, 2014, we entered into a forty-two month lease with Ortiz Corporation for office space located at 1555 Bayshore Highway, Suite
200, Burlingame, California 94010 to serve as our principal office. The office consists of approximately 6,900 square feet, and we expect that it will
be adequate for our needs for the foreseeable future. The monthly base rent for the first year of the lease is $15,525, and will increase by
approximately three percent annually.
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ITEM 6.

EXHIBITS
EXHIBIT INDEX

Exhibit
Number

Description

3.1
3.2

Amended and Restated Certificate of Incorporation of Kindred Biosciences, Inc.(1)
Amended and Restated Bylaws of Kindred Biosciences, Inc.(1)

10.1
31.1
31.2
32.1
32.2
101.INS++
101.SCH++
101.CAL++
101.DEF++
101.LAB++
101.PRE++

Office Lease Agreement by and between Kindred Biosciences, Inc. and Oritz Corporation dated May 27, 2014.
Sarbanes-Oxley Act Section 302 Certification of Chief Executive Officer.
Sarbanes-Oxley Act Section 302 Certification of Chief Financial Officer.
Sarbanes-Oxley Act Section 906 Certification of Chief Executive Officer.
Sarbanes-Oxley Act Section 906 Certification of Chief Financial Officer.
XBRL Instance Document
XBRL Taxonomy Extension Schema Document
XBRL Taxonomy Extension Calculation Linkbase Document
XBRL Taxonomy Extension Definition Linkbase Document
XBRL Taxonomy Extension Labels Linkbase Document
XBRL Taxonomy Extension Presentation Linkbase Document

(1) Previously filed on December 17, 2013 as an exhibit to Registrant’s Report on Form 8-K and incorporated herein by reference.

++

Pursuant to applicable securities laws and regulations, the Registrant is deemed to have complied with the reporting obligation relating to the
submission of interactive data files in such exhibits and is not subject to liability under any anti-fraud provisions of the federal securities laws
as long as the Registrant has made a good faith attempt to comply with the submission requirements and promptly amends the interactive data
files after becoming aware that the interactive data files fails to comply with the submission requirements. These interactive data files are
deemed not filed or part of a registration statement or prospectus for purposes of Sections 11 or 12 of the Securities Act of 1933, as amended,
are deemed not filed for purposes of Section 18 of the Securities Exchange Act of 1934, as amended, and otherwise are not subject to liability
under these sections.

21

Table of Contents

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.
Date: August 13, 2014
Kindred Biosciences, Inc.
By: /s/ Richard Chin
Richard Chin, M.D.
President and Chief
Executive Officer

/s/ Stephen S. Galliker
Stephen S. Galliker
Chief Financial
Officer
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EXHIBIT 10.1
THE ORITZ BUILDING
OFFICE LEASE
1. PARTIES AND BASIC LEASE PROVISIONS
1.1 Names. This Lease is entered into in the City of Burlingame, County of San Mateo, State of California, between Oritz
Corporation, a California corporation ("Landlord") and Kindred Biosciences, Inc.(“Tenant"), a California corporation.
1.2 Basic Lease Provisions. The following Basic Lease Provisions constitute an integral part of this Lease, and each reference
herein to the Basic Lease Provisions shall mean the provisions set forth in this Paragraph 1.2 are to the section in which the
particular Basic Lease Provision is first discussed. In the event of any conflict between the Basic Lease Provisions and the
remainder of the lease, the latter shall control.
Lease Date: May 27, 2014
Address of Landlord:
1555 Bayshore Highway, 4th Floor
Burlingame, CA 94010
Address of Tenant:
1555 Bayshore Highway. Suite 200
Burlingame, CA 94010
Section 2:
Premises: Suite 200
Premises Rentable Area: 6,900 sq. ft.
Section 3:
Lease Term: 42 months (3.5 years)
Commencement Date: June 1, 2014
Termination Date: November 30, 2017
Section 4:
Base Rent: $15,525.00 per month ($2.25/sq.ft.)
One month’s Base Rent payable upon execution of lease
With 4 months free rent
Adjustment Dates: June 1, 2015: $16,008.00 ($2.32/sq.ft.)
June 1, 2016: $16,491.00 ($2.39/sq.ft.)
June 1, 2017: $16,974.00 ($2.46/sq.ft.)
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Section 5: Security Deposit: $16,974.00
Section 6: Base Year: 2014
2.PREMISES
2.1 Premises. On and subject to the terms, covenants set forth in this Lease, Landlord leases to Tenant and Tenant rents from
Landlord the premises described in the Basic Lease Provisions (Paragraph 1.2, "Section 2") and as shown on Exhibits A and B to
this Lease (the "Premises"). The rentable area of the Building, for all purposes under this Lease, are stipulated to be as specified
in the Basic Lease Provisions (Paragraph 1.2, "Section 2").
2.2 Building. The Premises are a portion of the building known as the Oritz Building ("Building"), located at 1555 Bayshore
Highway, Burlingame, California. The term "Building" also includes the parking facilities, common areas and landscaped areas
which serve the Building.
2.3 Nonexclusive and Reserved Rights. Tenant is hereby granted the right to the nonexclusive use of the common corridors and
hallways, stairwells, elevators, restrooms, parking facilities, and other public or common areas of the Building, however, the
manner in which the public and common areas are maintained shall be at the sole reasonable discretion of Landlord, so long as
they are maintained in good and operable condition, and use thereof shall be subject to such reasonable rules, regulations and
restrictions Landlord may impose from time to time. Landlord reserves the right to make alterations or additions to or to change
the location of elements of the Building or office complex, and to use the roof, exterior walls and the area above and beneath the
Premises, together with the right to install, use, maintain and replace equipment, machinery, pipes, conduits and wiring through
the Premises, which serve other parts of the Building, in a manner and in locations which do not unreasonably interfere with
Tenant's use of the Premises.
2.4 Condition of Premises. Landlord shall construct or install in the Premises only the improvements specified in Paragraph 4 of
Addendum “A” hereto executed concurrently by Landlord and Tenant and incorporated by this reference (with all references to
terms defined herein having the same meanings). Except as otherwise specifically provided in the Lease and Addendum, Tenant
shall accept the Premises in an “as is” condition on the date the Term commences and Landlord shall have no obligation to
improve, alter, remodel or otherwise modify the Premises prior to Tenant’s occupancy. Notwithstanding anything to the contrary
in this Lease and the Addendum, Landlord shall deliver the Premises vacant of all occupants and personal property, clean and
free of debris, all lighting (inclusive of ballasts) in good working order, and with all building systems (e.g., mechanical, HVAC,
electrical, plumbing and roof) in good operating condition and repair.
2.5 Parking. Tenant shall be permitted to park employee and guest automobiles on a non-exclusive basis in the areas designated
by Landlord for parking, from time to time. Tenant shall abide by any and all reasonable parking regulations and rules
established from time to time by Landlord. Parking space allocation
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is 3.3 spaces per 1,000 sq. ft., providing the Tenant 23 non-reserved parking spaces free of charge for the duration of its tenancy.
3. TERM
3.1 Period. The term of this Lease (the “Term”) shall be for the period specified in the Basic Lease Provisions (Paragraph 1.2,
“Section 3”). The Term shall commence on the Commencement Date and shall end on the Termination Date, unless sooner
terminated pursuant to any provision of this Lease or extended pursuant to the Option to Extend set forth in the Addendum. The
Commencement Date and the Termination Date are specified in the Basic Lease Provisions (Paragraph 1.2, “Section 3”).
However, if any Tenant Improvements are to be constructed by Landlord pursuant to Section 7, then the Commencement Date
shall be the earlier of (a) the date Tenant occupies any part of the Premises, or (b) the date of substantial completion of the
Tenant Improvement Work for the Premises, or (c) the date established by Landlord in the event of a delay as described in
Section 7 of this Lease; and the Termination Date shall be adjusted so that the period between the Commencement Date and the
Termination Date is equal to the Term. As used herein, “substantial completion” shall mean (I) completion (as determined in the
event of dispute by Landlord’s architect in accordance with AIA standards) of the construction work to be performed by
Landlord pursuant to Section 7 (if any), whether or not substantial completion of the Building has occurred (provided that all
Building systems, such as elevators, heating and air conditioning, required for use of the Premises, are operating), except for
such items that constitute a minor defect or adjustment which can be completed after occupancy without causing any material
interference with Tenant’s use of the Premises, and (ii) the issuance of a Certificate of Occupancy by the City of Burlingame for
the Premises, or such other governmental authorization required for occupancy of the Premises. Where Landlord is required to
perform construction work under Section 7, Landlord shall give Tenant notice of the anticipated date of substantial completion
and shall attempt to give thirty (30) days advance notice of the date of substantial completion, but Landlord shall not be liable for
its failure to do so. If the Commencement Date and the Termination Date differ from those inserted in the Basic Lease Provisions
(Paragraph 1.2, “Section 3”) at the time this Lease is executed, then within ten (10) days after the Commencement Date Landlord
and Tenant shall execute a written acknowledgement of the Commencement date and the Termination Date, and attach it as an
exhibit to this Lease. The work to be completed by Landlord pursuant to Paragraph 4 of the Addendum (“Landlord’s Work”) are
not deemed to be Tenant Improvements as defined in Section 7 of the Lease.
3.2 Delayed Occupancy. In light of the minimal nature of the work to be completed by Landlord pursuant to Paragraph 4 of the
Addendum, Landlord shall substantially complete Landlord’s Work and deliver the Premises to Tenant on or before the
Commencement Date specified in the Basic Lease Provisions (Paragraph 1.2, "Section 3"). However, this Lease shall not be void
or voidable, nor shall Landlord or its agents or contractors have any liability to Tenant, by reason of Landlord's failure to
substantially complete Landlord's Work by the Commencement Date specified in the Basic Lease Provisions, and postponement
of Tenant's rental obligation (and the rent abatement period accordingly) prior to delivery of possession of the Premises shall be
Tenant's exclusive remedy and in sole satisfaction of all claims Tenant might otherwise
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have by reason of Landlords failure to deliver the Premises by the specified Commencement Date so long as the Premises are
delivered to Tenant, with Landlord’s Work substantially complete, within five (5) business days of the Commencement Date
specified in the Basic Lease Provisions.
3.3 Early Access. Notwithstanding the Commencement Date as set forth in the Basic Lease Provisions, Tenant shall have access
to the Premises immediately following full execution of this Lease and delivery of the required certificates of insurance, in
accordance with the insurance provisions of this Lease, for purposes of Tenant’s installation of items that are pertinent to
Tenant’s business, including but not limited to cabling, telephone systems, furniture partitions, security systems, etc. Tenant shall
not be obligated to pay any rent during this period. Tenant shall not interfere with Landlord’s Work, which shall be undertaken
immediately following mutual execution of this Lease and completed prior to the Commencement Date.
4. RENT
4.1 Base Rent. Tenant shall pay to Landlord as monthly Base Rent for the Premises, in advance, without deduction (except as
expressly permitted in this Lease), setoff, prior notice or demand, the sum specified in the Basic Lease Provisions (Paragraph 1.2,
“Section 4”) per month, which shall be subject to adjustment as provided in Paragraph 1.2, “Section 4”. The fifth month's Base
Rent shall be paid on the date of execution of this Lease, and the Base Rent for each calendar month thereafter during the Term
shall be paid on the first day of each such calendar month. The Base Rent shall be paid to Landlord at the address set forth in the
Basic Lease Provisions or such other address as shall be designated in writing from time to time by Landlord.
4.2 Proration. If the Commencement Date occurs on a day other than the first day of a calendar month, the Base Rent payable for
the first calendar month of the Term shall be prorated on the basis which the number of days of the Term in the first month bears
to the total number of days in such month; and, in such case, Tenant shall pay such prorated Base Rent to Landlord on the
Commencement Date, and the fifth month's Base Rent paid, on the date of the execution of this lease pursuant to Paragraph 4.1
shall be credited against the Base Rent for the fifth calendar month. If the Term ends on a day other than the last day of a
calendar month, the Base Rent payable for the last calendar month of the Term shall be prorated on the basis which the number
of days of the Term in the last calendar month bears to the total number of days in such month.
4.3 CPI Increase. N/A, as stipulated on lease
4.4 Notice of Increase. N/A, as stipulated on lease
5. SECURITY DEPOSIT
Upon Tenant's execution of this Lease, Tenant shall deposit with Landlord the sum specified as the Security Deposit in the Basic
Lease Provisions (Paragraph 1.2, “Section 5”), which shall be held by Landlord as security for the faithful performance by
Tenant of all of the terms, covenants, and conditions of this Lease, it being expressly understood and agreed that the Security
Deposit is not an advance deposit for rent or a measure of Landlord’s damages in case of
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Tenant's default. The Security Deposit may be retained, used or applied by Landlord to remedy any default by Tenant, to repair
damage caused by Tenant to any part of the Premises or the Building, and to clean the Premises upon expiration or earlier
termination of this Lease, as well as to reimburse Landlord for any amount which Landlord may spend by reason of Tenant's
default or to compensate Landlord for any other loss or damage which Landlord may suffer by reason of Tenant's default. If any
portion of the Security Deposit is so used or applied, Tenant shall, within ten (10) days after written demand therefor, deposit
cash with Landlord in an amount sufficient to restore the Security Deposit to the full amount required hereunder, and Tenant's
failure to do so shall be a material breach of this Lease. Landlord shall not be required to keep the Security Deposit separate from
its general funds, and Tenant shall not be entitled to interest on, or any other compensation for, Landlord's retention of the
Security Deposit. Tenant may not elect to apply any portion of the Security Deposit toward payment of Base Rent or any other
amounts payable by Tenant under this Lease, although Landlord may elect to do so in the event Tenant is in default beyond any
applicable notice and cure period or is insolvent. If Tenant shall fully and faithfully perform every provision of this Lease to be
performed by it, the Security Deposit or any balance thereof shall be returned to Tenant at Tenant's last known address (or, at
Landlord's option, to the last assignee of Tenant's interest hereunder) within thirty (30) days after the Term has ended and the
Premises have been vacated by Tenant.
6. BUILDING OPERATING COSTS
6.1 Tenant’s Obligation. As used herein, “Base Year Operating Costs” shall mean those Building Operating Costs (defined in
Section 6.2 below) incurred by and for the account of the Building during and attributable to the Base Year. As used herein,
“Excess Building Operating Costs” shall mean all increases in Building Operating Costs over the Base Year Operating Costs.
After the first twelve months of the Term of this Lease, Tenant shall pay Tenant’s Share of Excess Building Operating Costs, as
defined in Paragraph 6.3.
6.2 Operating Costs. The term “Building Operating Cost” shall include all items in Subparagraphs 6.2.1 and 6.2.2.
6.2.1 All direct costs of ownership, operation, maintenance and management of the Building including the costs for common
areas and parking facilities serving the Building, all as determined by generally accepted accounting practices. By way of
illustration but not limitation, operating expenses shall include the costs for the following items: heat, light, water, sewage, power
and steam, waste disposal, janitorial services, security, fire protection, window cleaning, air conditioning, landscaping, materials
and supplies, equipment and tools, service agreements on equipment, insurance, licenses, permits and inspections, wages and
salaries, employee benefits and payroll taxes, accounting and legal expenses, management fees that are reasonable and
comparable to other management fees charged in the geographic area, and the cost of contesting the validity or applicability of
any governmental enactments which may affect the operation or maintenance of the Building or operating expenses. Building
Operating Costs shall not include costs incurred to bring the Building or Premises into full compliance with all governmental
regulations, ordinances and laws that were in effect at the effective date of this Lease (but costs to
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comply with any amendments of such laws effective after the effective date of this Lease may be included in Building Operating
Costs), any bad debt loss, rent loss or reserves for bad debts or rent loss and reserves for Building Operating Costs or capital
improvements, the cost of goods or services paid to Landlord, or to any subsidiary or affiliate of Landlord, to the extent such
costs exceed the costs of comparable goods or services delivered or rendered by unaffiliated third parties, costs to remediate or
remove hazardous materials from the Building or the Premises, cost of compliance with laws enacted prior to the
Commencement Date (but costs to comply with any amendments of such laws enacted after the effective date of this Lease may
be included in Building Operating Costs), interest expense, advertising costs, leasing commissions, depreciation on the Building
or the cost of capital expenditures; provided, however, that in the event Landlord makes capital improvements which have the
effect of reducing operating expenses, or which are required by governmental orders, rules, codes, regulations, ordinances and
laws enacted after the Commencement Date, Landlord may amortize its investment in said improvements as an operating
expense in accordance with standard accounting practices (on a straight line basis), provided that as to capital improvements
reducing operating expenses such amortization is not at a rate greater than the anticipated savings in the operating expenses.
6.2.2 All real property taxes on the Building, the land on which the Building is situated, and the various estates in the Building
and the real property taxes on the land and improvements comprising the parking facilities and common areas. All personal
property taxes levied on property used in the operation of the Building. All taxes of every kind and nature whatsoever levied and
assessed in lieu of or in substitution for existing or additional real or personal property taxes on the Building, land or personal
property other than taxes covered by Paragraph 10, any charge upon Landlord's business of leasing the Premises or other
portions of the Building or parking facilities and the cost to Landlord of contesting the amount or validity or applicability of any
of the aforementioned taxes. Net recoveries through protest, appeals or other actions taken by Landlord in its discretion, after
deduction of all costs and expenses, including counsel and other fees, shall be deducted from direct taxes for the year of receipt.
6.3 Other Definitions. The term "Base Year" means the calendar year in which this Lease commences, which is 2014. The term
"Subsequent Year" means any calendar year during the Term after the Base Year. The term "Tenant's Share" means the
proportion which the rentable square footage of the Premises bears to the total rentable square footage of the Building. For
purposes of this Lease, Tenant’s Share is 24.64%.
6.4 Payment of Tenant's Share of Operating Costs
6.4.1 Tenant shall pay Tenant's Share of the estimated Excess Building Operating Costs commencing on the first day of the
thirteenth month and thereafter during the Term. During the Base Year and any Subsequent Year Landlord shall submit to
Tenant, prior to the Commencement Date as to the Base Year and before January 1 of each Subsequent Year, or as soon
thereafter as Landlord has sufficient data, a reasonably detailed statement showing the estimated Building Operating Costs for the
then current year. The determination of the estimated Building Operating Costs shall be made by Landlord based
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upon experience with actual costs and projections. If Tenant's Share of the estimated Excess Building Operating Costs exceeds
the Base Year Operating Costs, then at the thirteenth monthly rent payment date (following the submittal of such statement and at
each subsequent monthly rent payment date thereafter during the calendar year), Tenant shall pay to Landlord an amount equal
to one-twelfth (1/12) of the estimated Excess Building Operating Costs multiplied by Tenant's Share, over one-twelfth (1/12) of
the 2014 Base Year Operating Cost, which obligation shall commence on the first day of the thirteenth month of the Term. If
Landlord does not submit said statement to Tenant prior to January 1 of any Subsequent Year, Tenant shall continue to pay
Tenant's Share of the Excess Building Operating Costs at the then existing rate until such statement is submitted and, thereafter,
at the monthly rent payment date next following the submittal of such statement Tenant shall pay Tenant's Share of the Excess
Building Operating Costs based on the rate set forth in such statement plus, if the new rate is greater than the old rate, the
difference accrued from January 1 of such Subsequent Year. Landlord may revise such estimated Building Operating Costs at the
end of any calendar quarter.
6.4.2 On or before March 31 of each Subsequent Year or as soon thereafter as Landlord has sufficient data, Landlord shall
submit to Tenant a reasonably detailed statement showing the actual Excess Building Operating Costs paid or incurred by
Landlord during the previous calendar year. If Tenant's Share of such actual Excess Building Operating Costs is less than the
amount of Tenant's Share of the estimated Excess Building Operating Costs for such previous year theretofore paid by Tenant,
then Landlord shall credit the amount of such difference against the next Excess Building Operating Costs payments coming due;
provided, however, that Tenant shall not be entitled to a credit for any amount calculated to be less than the Base Year Operating
Costs. If Tenant's Share of such actual Excess Building Operating Costs is more than the amount of Tenant's Share of the
estimated Excess Building Operating Costs for such previous year theretofore paid by Tenant, Tenant shall pay to Landlord the
full amount of such difference at the monthly rent payment date next following the submittal of such statement to Tenant.
6.4.3 If the Term commences on a date other than January 1 or ends on a date other than December 31, the Excess Building
Operating Costs for such first or last calendar year of the Term shall be prorated based on what the number of days in the Term
in that year bears to 365 and any amounts owed or to be credited pursuant to Subparagraph 6.4.2 shall be paid at the time in the
Subsequent Year, or in the calendar year immediately following the year in which the Term ends, that such amount is calculated
pursuant to Subparagraph 6.4.2.
6.5 Adjustment of Tenant's Share. In the event the rentable square footage of the Premises and/or the total rentable square
footage of the Building is changed, Tenant's Share shall be appropriately adjusted so that it at all times reflects the proportion
which the rentable square footage of the Premises bears to the total rentable square footage of the Building. Furthermore,
notwithstanding the foregoing or any other provision of this Lease to the contrary, it is agreed that if at any time during the Base
Year or any Subsequent Year, the Building is less than ninety-five percent (95%) occupied, and for so long as occupancy of the
Building remains below such level, Landlord shall be entitled to make reasonable adjustments to Tenant's Share for the purpose
of distributing among
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Tenant and all other tenants, in proportion to the area occupied, those Building Operating Costs which vary based on the extent
to which the Building is occupied.
6.6 Audit Right. Landlord shall maintain complete and accurate books of account and records of the Building Operating Costs.
Tenant, at its sole cost, shall be entitled to have an audit made of such books of account and records by representatives of Tenant
on the terms and conditions described in this Paragraph 6.6 (the "Audit Right"). Tenant shall exercise the Audit Right, if at all,
only by giving Landlord written notice of Tenant's intent to exercise the Audit Right (the "Audit Notice"). Tenant shall have the
right to perform the audit only during the ninety (90)-day period beginning on the tenth (10th) day after the date that Landlord
receives the Audit Notice (the "Audit Period"). There shall be no more than one (1) audit of Tenant's Share of Building Operating
Costs or Excess Building Operating Costs per year. If the audit discloses that Landlord's statement of the actual amount of
Tenant's Share of Building Operating Costs or Excess Building Operating Costs for such year was not correct, then Tenant shall
immediately pay any additional amount due Landlord as disclosed by the audit or Landlord shall immediately refund Tenant the
amount of any over payment as disclosed by the audit, as the case may be. In no event shall Tenant employ auditors paid on a
contingency basis in the exercise of the Audit Right.
CONSTRUCTION OF PREMISES
7.1 Tenant Improvements. If the Premises are being leased on an "as is” basis without any improvements, alterations or additions
required to be made thereto by Landlord or Tenant, the remaining provisions of this Section 7 shall not apply, and it is
acknowledged that the Landlord Work described in Paragraph 4 of Addendum A does not constitute Tenant Improvements for
purposes of this Section 7. However, if any improvements, alterations or additions are to be made by Landlord and/or Tenant to
complete the Premises for occupancy by Tenant (the “Tenant Improvement”), the provisions of the Work Letter to this Lease
shall govern with regard to the completion of all such Tenant Improvements. Except as specifically set forth in the Work Letter,
Landlord has no obligation and has made no promise to alter, remodel, decorate, paint or otherwise improve the Premises or any
part thereof. To the extent Landlord is required to perform any Tenant Improvements pursuant to the Work Letter ("Landlord's
Work"), Landlord shall use reasonable diligence to complete such Landlord’s Work in a timely manner.
7.2 Effect On Commencement Date. Time is of the essence in connection with the delivery to Landlord of each and every
drawing, plan, specification, schedule or other item required to be given by Tenant to Landlord or to be approved by Tenant
pursuant to the schedule in and provisions of the Work Letter. If Landlord is delayed in substantially completing any Tenant
Improvements included in Landlord's Work as a result of (a) Tenant's failure to approve plans, specifications, changes, cost
estimates and other items within the time limits specified therefor in the Work Letter, or (b) any change by Tenant in said plans,
specifications, or other items after the expiration of such time limits, or (c) any default by Tenant relating to its obligations
hereunder or under the Work Letter, then, in any or all such instances and without limitation as to any
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other right or remedy available to Landlord, Landlord may under clause (c) of Paragraph 3.1 determine in its sole discretion that
the Commencement Date is the date that Landlord's Work would have been substantially completed but for such delay. Tenant's
failure to perform or cause to be performed Tenant's obligations within the time limits referred to in the Work Letter, regardless
of whether such delays were beyond the control of Tenant, shall not delay commencement of the Term or Tenant's obligations
TO pay the Base Rent and Tenant's Share of the Building Operating Costs.
8. USES
8.1 Authorized. The Premises shall be used solely for general office purposes and for no other purpose without the prior written
consent of Landlord, which consent may be withheld by Landlord in its sole discretion. Tenant shall not use or permit the
Premises or any part thereof to be used for any purpose other than the purpose expressly authorized herein.
8.2 Suitability. Tenant acknowledges that except as otherwise stated in this Lease, neither Landlord nor any agent of Landlord
has made any representation or warranty with respect to the Premises or the Building or with respect to the suitability of either for
the conduct of Tenant's business, nor has Landlord agreed to undertake any modification, alteration or improvement to the
Premises except as provided in the Work Letter. Except as otherwise expressly provided in this Lease, including the Addendum,
the taking of possession of the Premises by Tenant shall conclusively establish that the Premises and the Building were at such
time in satisfactory condition.
8.3 Insurance. Tenant shall not do or suffer anything to be done in or about the Premises, nor shall Tenant bring or allow
anything to be brought into the Premises, which will in any way increase the rate of any fire insurance or other insurance upon
the Building or its contents, cause a cancellation of said insurance or otherwise affect said insurance in any manner.
8.4 Laws. Tenant shall not do or suffer anything to be done in or about the Premises which will in any way conflict with any law,
statute, ordinance or other governmental rule, regulation or requirement now in force or which may hereafter be enacted or
promulgated. Tenant shall, at its sole cost and expense, promptly comply with each and all of said governmental measures and
also with the requirements of any board of fire underwriters or other similar body now or hereafter constituted to deal with the
condition, use or occupancy of the Premises, excluding structural changes not related to or affected by Tenant's alterations,
additions or improvements. The judgment of any court of competent jurisdiction or the admission of Tenant in any judicial
action, regardless of whether Landlord is a party thereto, that Tenant has violated any of said governmental measures or
requirements shall be conclusive of that fact as between Landlord and Tenant.
8.5 Nuisance. Tenant shall not place or permit to be placed on any floor a load exceeding the floor load which such floor was
designed to carry. Tenant also shall not do or suffer anything to be done in or about the Premises which will in any way obstruct
or interfere with the rights of other tenants or occupants of the Building or injure or annoy said tenants or occupants, nor shall
Tenant use or suffer the Premises to be used for any immoral, unlawful or objectionable
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purposes. In no event shall Tenant cause or permit any nuisance in or about the Premises, and no loudspeakers or similar devices
shall be used without the prior written approval of Landlord, which approval may be withheld in Landlord's sole discretion.
Tenant shall not commit or suffer to be committed any waste in or upon the Premises. The provisions of this paragraph are for
the benefit of Landlord only and shall not be construed to be for the benefit of any tenant or occupant of the Building.
8.6 Rules and Regulations. Tenant shall faithfully comply with the Rules and Regulations for the Building, together with all
modifications and additions thereto adopted by Landlord from time to time. If there is any conflict between the Rules and
Regulations and the provisions of this Lease, the provisions of this Lease shall prevail. Landlord shall not be responsible to
Tenant for the nonperformance of any of the Rules and Regulations by or otherwise with respect to the acts or omissions of any
other tenants or occupants of the Building.
9. SERVICES AND UTILITIES
9.1 Basic Services by Landlord. Provided that Tenant is not in default under this Lease, and subject to the provisions elsewhere
herein contained and to the Rules and Regulations of the Building, Landlord shall furnish the Premises with: (a) water, sewage
and electricity suitable in Landlord's judgment for the intended use of the Premises and for the operation of a reasonable number,
based on customary use for general office purposes, of desktop office machines and ordinary copying machines; (b) heat and air
conditioning during ordinary business hours of 7am until 6pm on days other than Saturdays, Sundays and generally recognized
holidays, in an amount reasonably required in Landlord's judgment for the comfortable occupation of the Premises; (c) elevator
service, which shall mean service by non-attended automatic elevators or elevators with attendants, either or both, at the option
of Landlord; and (d) daily janitorial service (five nights per week). If Tenant elects to have Landlord provide additional janitorial
services, Tenant shall pay to Landlord the cost of such extra services determined in the same manner as in Paragraph 9.2.
Landlord shall maintain the lobbies, hallways, stairs, public restrooms, elevators and landscaping in a clean and orderly manner
and in a good state of repair.
9.2 Additional Heating and Air Conditioning. Landlord shall provide additional or afterhours heating or air conditioning, at
Tenant's request, and Tenant shall pay to Landlord the cost of such services as determined solely and reasonably by Landlord
based upon Landlord's reasonable estimates of the costs of such additional services, plus a reasonable charge (not to exceed 4%
of the cost of such services) for Landlord's additional overhead expense. The current cost of after hours HVAC (including
Landlord’s additional overhead expense) does not exceed $100 per hour; however, in the event of a material increase in utility
rates at the Building, Landlord shall have the right to adjust this hourly rate. Tenant shall keep all draperies closed when
necessary because of the sun's position and at all times cooperate fully with Landlord and abide by all the regulations and
requirements which Landlord may prescribe from time to time for the proper functioning and protection of the heating,
ventilating and air conditioning systems. Whenever heat-generating machines or equipment or lighting that are in excess of
ordinary office usage are used in the Premises by Tenant which affect the temperature otherwise maintained by the air
conditioning system, Landlord shall have the right to install any machinery and
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equipment which Landlord deems necessary to restore the temperature balance in any affected part of the Building, including but
not limited to modifications to the Building's air conditioning system or installation of supplementary air conditioning units. The
cost thereof, including installation and any additional costs of operation and maintenance occasioned thereby, shall be paid by
Tenant to Landlord upon demand.
9.3 Special Apparatus. Tenant shall not, except with the prior written consent of Landlord, which consent Landlord may withhold
in its sole discretion, either: (a) use any apparatus or device in the Premises, including but not limited to electronic data
processing machines, punch card machines and machines requiring excess lighting or using current in excess of 5 kilowatts per
hour at rated capacity of 120 volts single-phase (except standard office photocopy machines) which will in any way increase the
amount of cooling, ventilation, electricity or water beyond that usually furnished or supplied for use of the Premises for general
office purposes; or (b) connect with electric current (except through existing electrical outlets in the Premises) or water pipes any
device or apparatus for the purpose of using electrical current or water, except as may be provided in the Work Letter. If
Landlord consents to the use and/or connection of any such apparatus or device, Landlord shall have the right to install meters
and similar monitoring devices to measure the amount of utilities consumed by such apparatus or devices and Tenant shall pay
for the cost of all work and materials required for the installation, maintenance and use of such meters and monitoring devices. If
Landlord elects not to install a special meter or monitoring device, then Landlord shall determine the amount of additional
utilities and resources consumed by such apparatus or device based upon Landlord's reasonable estimates and best judgment;
and such determination, made in good faith by Landlord, shall be conclusive on Tenant. Tenant shall pay to Landlord promptly
upon demand the cost of any excess use of utilities and resources based on the rates charged by the local public utility company
or other supplier furnishing same, plus any additional expense incurred by Landlord in keeping account of the foregoing and
administering same. Landlord shall include in substantially all of the leases of space in the Building provisions comparable to
those set forth in this Paragraph 9.3.
9.4 Interruption In Service. Landlord shall use reasonable efforts to remedy any interruption in the furnishing of services and
utilities. However, Landlord shall not be in default under this Lease or liable for any damages directly or indirectly arising from,
nor shall the rent be abated by reason of, any failure to provide or any reduction in any of the above services or utilities if such
failure or reduction is caused by the making of repairs or improvements to the Premises or to the Building, the installation of
equipment, acts of God or the elements, labor disturbances of any character, or any other accidents or conditions whatsoever
beyond the reasonable control of Landlord, or rationing or restrictions on the use of said services and utilities due to energy
shortages or other causes, whether or not any of the above result from acts or omissions of Landlord. Furthermore, Landlord
shall be entitled to cooperate voluntarily in a reasonable manner with the efforts of national, state or local governmental bodies or
utilities suppliers in reducing energy or other resources consumption, in all instances if required by law, but if voluntary, only so
long as such cooperation does not materially adversely affect Tenant’s comfort, convenience or use of the Premises or Tenant’s
access to its parking allocation as provided in Paragraph 2.5. The failure of Landlord to provide the utilities and services
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specified in this Section 9 shall not constitute constructive or other eviction of Tenant. Notwithstanding the foregoing, if an
interruption in services or utilities is due to Landlord’s intentional or negligent act or failure to act, and if such service or utility is
not restored within seventy-two (72) hours, Tenant shall be entitled to pro rata rent abatement of Base Rent for each day such
service or utility service is interrupted beyond such seventy-two (72) hour period.
9.5 Additional Rent. Any sums payable under this Section 9 shall be considered additional rent and may be added to any
installment of rent thereafter becoming due, and Landlord shall have the same remedies for a default in payment of any such sum
as for a default in the payment of rent.
9.6 Tenant's Obligation. Tenant shall pay, prior to delinquency, for all telephone and all other materials and services, not
expressly required to be provided by Landlord, which may be furnished to or used in, on or about the Premises during the Term.
10. TAXES PAYABLE BY TENANT
Tenant shall pay before delinquency any and all taxes levied or assessed and which become payable by Tenant (or directly or
indirectly by Landlord) during the Term (excluding, however, state and federal personal or corporate income taxes measured by
the income of Landlord from all sources, capital stock taxes, and estate and inheritance taxes), whether or not now customary or
within the contemplation of the parties hereto, which are based upon, measured by or otherwise calculated with respect to: (a) the
gross or net rental income of Landlord under this Lease, including, without limitation, any gross receipts tax levied by any taxing
authority, or any other gross income tax or excise tax levied by any taxing authority with respect to the receipt of the rental
payable hereunder; (b) the value of Tenant's equipment, furniture, fixtures or other personal property located in the Premises: (c)
the possession, lease, operation, management, maintenance, alteration, repair, use or occupancy by Tenant of the Premises or
any portion thereof; (d) the value of any leasehold improvements, alterations or additions made in or to the Premises, regardless
of whether title to such improvements, alterations or additions shall be in Tenant or Landlord; or (e) this transaction or any
document to which Tenant is a party creating or transferring an interest or an estate in the Premises.
11. ALTERATIONS
11.1 Landlord's Consent Required. Except for cosmetic alterations such as painting, which shall not require Landlord’s consent,
Tenant shall not make or permit to be made any alterations, additions or improvements to the Premises or any part thereof,
without obtaining Landlord's prior written consent, which consent shall not be unreasonably withheld, unless the alterations
affect the exterior appearance of the Building or the structure or Building systems. When applying for such consent, Tenant shall,
if required by Landlord, furnish complete plans and specifications for such alterations, additions or improvements. All
alterations, additions or improvements to the Premises shall be performed by contractors selected and supervised by Landlord for
Tenant's account and at Tenant's sole cost and expense. Within ten (10) days after receipt of a written statement from Landlord,
Tenant shall reimburse Landlord for all costs arising in connection with Landlord's review of plans and specifications
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and supervision of contractors. Landlord shall have the right to require that any contractor performing alterations, improvements
or additions to the Premises shall, prior to commencement of any work, provide Landlord with a performance bond and labor
and materials payment bond in the amount of the contract price for the work, naming Landlord and Tenant (and any other
persons designated by Landlord as co-obligees.) All alterations, additions, fixtures and improvements, including without
limitation all improvements made pursuant to Section 7, whether temporary or permanent in character, made in or upon the
Premises either by Landlord or Tenant, shall at once belong to Landlord and become part of the Premises and shall remain on the
Premises without compensation of any kind to Tenant. Tenant shall carry insurance as required by Section 15 covering any
improvements, alterations or additions to the Premises made by Tenant under the provisions of this Section 11, it being
understood and agreed that none of such alterations, additions or improvements shall be insured by Landlord nor shall Landlord
be required under any provision for reconstruction to repair, reconstruct or reinstall any such alterations, additions or
improvements. Movable furniture and equipment which are removable without material damage to the Building or the Premises
shall remain the property of Tenant.
11.2 Removal At Landlord's Option. Notwithstanding any other provision contained in this Lease, Tenant agrees that it shall,
upon Landlord's written request made prior to or within thirty (30) days following the expiration or termination of this Lease, at
Tenant's sole cost and expense promptly remove any alterations, additions, fixtures or improvements designated by Landlord to
be removed and repair any damage to the Premises resulting from such removal. Landlord may, in connection with any such
removal which might in Landlord's judgment involve damage to the Premises, require that such removal be performed by a
bonded contractor or other person for whom a bond satisfactory to Landlord has been furnished covering the cost of repairing
the anticipated damage.
12 . MAINTENANCE AND REPAIRS
12.1 Landlord's Obligations. Landlord shall maintain in good order, condition and repair the structural portions of the Building
including the exterior walls, underflooring and roof, the basic heating, ventilating, air conditioning, plumbing, electrical, and fire
detection and security systems and all other portions of the Premises not the obligation of Tenant or any other tenant in the
Building. However, if any such maintenance and repair becomes necessary in whole or in part because of wrongful acts or
omissions by Tenant or Tenant's employees, agents, invitees and customers, or because of a breaking and entering, the entire
cost thereof shall be paid for by Tenant upon demand. Landlord shall not be liable to Tenant, and rent shall not be abated, for
any failure by Landlord to maintain and repair areas which are being used in connection with construction of improvements, or
for any failure to make any repairs or perform any maintenance unless such failure shall continue for an unreasonable time after
written notice of the need therefor is given to Landlord by Tenant. Landlord shall also not be liable under any circumstances for
loss of profits or for injury to or interference with Tenant's business arising from or in connection with the making of or the
failure of Landlord to make any repairs, maintenance, alterations or improvements in or to any portion of the Building or in or to
fixtures, appurtenances and equipment therein.
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12.2 Tenant's Obligations
12.2.1 Tenant, at Tenant's sole cost and expense, except for services furnished by Landlord pursuant Paragraph 9 and Paragraph
12.1, shall maintain the Premises in good order, condition and repair including the interior surfaces of the ceilings, walls and
floors, all doors, interior windows, and all plumbing pipes, valves and fixtures, electrical wiring, panels, switches, and all other
fixtures and equipment installed for the use of the Premises by Tenant. Tenant expressly waives the benefit of any statute,
ordinance or judicial decision now or hereafter in effect which would otherwise afford Tenant the right to make repairs at
Landlord's expense or to terminate this Lease because of Landlord's failure to keep the Premises in good order, condition and
repair.
12.2.2 Upon the expiration or earlier termination of this Lease, Tenant shall surrender the Premises in the same condition as
received, except for ordinary wear and tear and damage by fire, earthquake, acts of God or the elements, not caused by the
wrongful omission of Tenant or Tenant's agents, and shall promptly remove or cause to be removed, at Tenant's expense, from
the Premises and the Building any signs, notices and displays placed by Tenant.
12.2.3 Except for any damage caused by reasonable use, Tenant shall repair any damage to the Premises or the Building caused
by or in connection with the removal of any articles of personal property, business or trade fixtures, machinery, equipment,
cabinetwork, furniture, movable partitions or permanent improvements or additions, including without limitation thereto,
repairing the floor and patching and painting the walls where required by Landlord to Landlord's reasonable satisfaction, all at
Tenant's sole cost and expense. Tenant shall indemnify Landlord against any loss or liability resulting from delay by Tenant in so
surrendering the Premises, including without limitation, any claims made by any succeeding tenant founded on such delay.
12.2.4 In the event Tenant fails to maintain the Premises in good order, condition and repair, Landlord shall give Tenant notice to
do such acts as are reasonably required to so maintain the Premises. In the event Tenant fails to promptly commence such work
and diligently prosecute it to completion, then Landlord shall have the right, but no obligation, to do such acts and expend such
funds at the expense of Tenant as are reasonably required to perform such work. Any amount so expended by Landlord shall be
paid by Tenant promptly after demand with interest at the maximum rate permitted by law from the date of such work. Landlord
shall have no liability to Tenant for any damage, inconvenience or interference with the use of the Premises by Tenant as a result
of performing any such work.
12.3 Compliance With Law. Landlord and Tenant shall each do all acts required to comply with all applicable laws, ordinances,
regulations and rules of any public authority relating to their respective maintenance obligations as set forth herein.
13. LIENS
Tenant shall keep the Premises, the Building and any common areas and facilities serving the Building free from any liens arising
out of work
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performed, materials furnished, or obligations incurred by Tenant and shall indemnify, hold harmless and defend Landlord from
any liens and encumbrances arising out of any work performed or materials furnished by or at the direction of Tenant. In the
event that Tenant shall not, within twenty (20) days following imposition of any such lien, cause such lien to be released of
record by payment or posting of a proper bond, Landlord shall have, in addition to all other remedies provided in this Lease and
by law, the right, but no obligation, to cause the same to be released by such means as it shall deem proper, including payment
of the claim giving rise to such lien. All such sums paid by Landlord and all expenses incurred by it in connection therewith,
including attorneys' fees and costs, shall be payable to Landlord by Tenant on demand with interest at the maximum rate
permitted by law from the date such sums are paid or expenses incurred by Landlord. Landlord shall have the right at all times to
post and keep posted on the Premises any notices permitted or required by law, or which Landlord shall deem proper, for the
protection of Landlord and the Premises, and any other party having an interest therein, from mechanics' and materialmen's liens,
and Tenant shall give to Landlord at least ten (10) business days' prior written notice of the expected date of commencement of
any work relating to alterations, additions or improvements in or to the Premises.
14. INDEMNITY
14.1 Indemnity. Tenant shall indemnify, hold harmless, and defend Landlord against any and all claims of liability for any injury
or damage to any person or property whatsoever (a) occurring in, on or about the Premises or any part thereof; and (b) occurring
in, on or about any facilities (including, without prejudice to the generality of the term "facilities," elevators, stairways,
passageways, hallways and parking areas), the use of which Tenant may have in conjunction with other tenants or occupants of
the Building or the office complex, when such injury or damage is caused in part or in whole by the act, negligence, fault or
omission of any duty with respect to the same by Tenant, its agents, contractors, employees, invitees or customers. Tenant shall
further indemnify, hold harmless and defend Landlord from and against any and all claims arising from any breach or default in
the performance of any obligation on Tenant's part to be performed under the terms of this Lease, or arising from any act or
negligence of Tenant, or any of its agents, contractors, invitees, and employees and from and against all costs, attorneys' fees,
expenses and liabilities incurred in the defense of any such claim or any action or proceeding brought thereon. In case any action
or proceeding be brought against Landlord by reason of any such claim, Tenant, upon notice from Landlord, shall defend the
same at Tenant's expense by counsel reasonably satisfactory to Landlord; provided, however, that Tenant shall not be liable for
damage or injury occasioned by the active negligence or intentional acts of Landlord and its agents or employees unless covered
by insurance Tenant is required to provide. Tenant, as a material part of the consideration to Landlord, hereby assumes all risk of
damage to property or injury to persons in, upon or about the Premises from any cause except that caused by the negligence or
intentional acts of Landlord and its agents or employees.
14.2 Exemption of Landlord From Liability. Landlord shall not be liable for injury or damage which may be sustained by the
person, goods, wares, merchandise or property of Tenant, its employees, invitees or customers, or any
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other person in or about the Premises caused by or resulting from fire, steam, electricity, gas, water or rain, which may leak or
flow from or into any part of the Premises, or from the breakage, leakage, obstruction or other defects of the pipes, sprinklers,
wires, appliances, plumbing, heating, air conditioning or lighting fixtures of the same, whether the damage or injury results from
conditions arising upon the Premises or upon other portions of the Building, of which the Premises are a part, or from other
sources. Landlord shall not be liable for any damages arising
from any act or neglect of any other tenant or occupant of the Building.
15. INSURANCE
15.1 General. All insurance required to be carried by Tenant hereunder shall be issued by responsible insurance companies
acceptable to Landlord and the holder of any mortgage or deed of trust secured by any portion of the Premises (referred to herein
as a "Mortgagee"). All policies of insurance provided for in this Lease shall be issued by insurance companies licensed to do
business in the State of California, with general policy holder's rating of not less than "A" and a financial rating of not less than
”Class X" as rated in the most current available "Best's Insurance Reports." Each policy shall name Landlord and at Landlord's
request any Mortgagee as an additional insured, as their respective interests may appear, and a duplicate original of all policies or
certificates evidencing the existence and amounts of such insurance shall be delivered to Landlord by Tenant at least ten (10)
days prior to Tenant's occupancy of the Premises. All policies of insurance delivered to Landlord must contain a provision that
the company writing said policy will give Landlord thirty (30) days' written notice in advance of any cancellation or lapse of or
any change in such insurance. All public liability, property damage and other casualty insurance policies shall be written as
primary policies, not contributing with, and not in excess of coverage which Landlord may carry. Tenant shall furnish Landlord
with renewals or ”binders" of any such policy at least thirty (30) days prior to the expiration thereof. If Tenant does not procure
and maintain such insurance, Landlord may (but shall not be required to) obtain such insurance on Tenant's behalf and charge
Tenant the premiums therefor which shall be payable upon demand, and no such action by Landlord shall constitute a waiver of
Tenant's default hereunder. Tenant may carry such insurance under a blanket policy, provided such blanket policy expressly
affords the coverage required by this Lease by a Landlord's protective liability endorsement or otherwise.
15.2 Casualty Insurance. At all times during the Term, Tenant shall maintain in effect policies of casualty insurance covering (a)
all improvements in, on or to the Premises (including the Tenant Improvement Work, wall coverings, decorations, partitions,
ceilings, floor coverings, office fixtures, and any alterations, additions or improvements as may be made by Tenant), and (b)
trade fixtures, merchandise and other personal property from time to time in, on or upon the Premises, in an amount not less than
one hundred percent (100%) of their actual replacement cost from time to time during the term of this Lease, providing
protection against any peril included within the classification "Fire and Extended coverage" together with insurance against
sprinkler damage, vandalism and malicious mischief, including cost of debris removal and demolition. Replacement cost for
purposes hereof shall be determined by mutual agreement, or failing such agreement by an accredited appraiser selected by
Landlord, with the cost of such appraisal to be borne by Tenant. The
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proceeds of such insurance shall be used for the repair or replacement of the property so insured. Upon termination of this Lease
following a casualty as set forth in Section 22, the proceeds under clause (a) above shall be paid to Landlord, and the proceeds
under clause (b) above shall be paid to Tenant.
15.3 Liability Insurance. Tenant shall at all times during the term hereof at its own cost and expense obtain and continue in force
workers' compensation insurance and bodily injury liability and property damage liability insurance adequate to protect Landlord
against liability for injury to or death of any person in connection with the activities of Tenant in, on or about the Premises or
with the use, operation or condition of the Premises. Such insurance at all times shall be in an amount of not less than Two
Million Dollars ($2,000,000) for injuries to persons in one accident, not less than One Million Dollars ($1,000,000) for injury to
any one person and not less than Five Hundred Thousand Dollars ($500,000) with respect to damage to property. The limits of
such insurance shall not, however, limit the liability of Tenant hereunder. All public liability and property damage policies shall
contain a provision that Landlord, although named as an insured, shall nevertheless be entitled to recovery under said policies for
any loss occasioned to it, its servants, agents and employees by reason of the negligence of Tenant.
15.4 Adjustment. Every three (3) years during the Term, or whenever Tenant materially improves or alters the Premises,
Landlord and Tenant shall mutually agree to increases in Tenant's insurance policy limits for the insurance to be carried by
Tenant as set forth in this Section 15. If Landlord and Tenant cannot mutually agree upon the amounts of said increases within
thirty (30) days after notice from Landlord, then all insurance policy limits set forth in this section shall be adjusted for increases
in the cost of living using the same method and in the same manner as is set forth in Paragraph 4.3 for the adjustment of the Base
Rent.
15.5 Landlord's Insurance. Landlord shall at all times from and after substantial completion of the Premises maintain in effect a
policy or policies of insurance covering the Building in an amount not less than ninety percent (90%) of full replacement cost
(exclusive of the cost of excavations, foundations, footings and all tenant improvements) from time to time during the Term,
providing protection against any peril generally included in the classification "Fire and Extended coverage" together with
insurance against sprinkler damage, vandalism and malicious mischief. Landlord's obligation to carry the insurance provided for
herein may be brought within the coverage of any blanket policy or policies of insurance carried and maintained by Landlord,
provided that the coverage afforded will not be reduced or diminished by reason of the use of such blanket policy of insurance
and that the Building is specifically named as a property insured under such policy.
15.6 Subrogation Waiver. Landlord and Tenant each hereby waive any and all rights of recovery against the other or against the
officers, partners, employees, agents and representatives of the other, on account of loss or damage of such waiving party or its
property, or the property of others under its control, to the extent that such loss or damage is insured against under any fire and
extended coverage insurance policy which either may have in force at the time of such loss or damage. Tenant shall, upon
obtaining the policies of insurance required under this Lease, give notice to its insurance carrier(s) that the foregoing mutual
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waiver of subrogation is contained in this Lease. The waivers set forth herein shall be required and effective only to the extent
such waivers are available from each party's insurer without additional premium; if an extra charge is incurred to obtain such
waiver, it shall be paid by the party in whose favor the waiver runs within fifteen (15) days after written notice from the other
party, and, if not so paid, such other party's waiver under this paragraph shall be neither required nor effective.
16. ASSIGNMENT AND SUBLETTING
16.1 Landlord's Consent Required. Tenant shall not sell, assign, mortgage, pledge, hypothecate, encumber or otherwise transfer
this Lease or any interest therein, and shall not sublet the Premises or any part thereof, or suffer or permit the Premises or any
part thereof to be occupied by any third person (the agents, employees, invitees and customers of Tenant excepted), without the
prior written consent of Landlord in each instance and any attempt to do so without such consent shall be voidable and, at
Landlord's election, shall constitute a noncurable default under this Lease. Subject to the terms and conditions contained in this
section, Landlord shall not unreasonably withhold its consent to an assignment or other transfer of this Lease or a subletting of
the Premises.
16.2 Tenant's Application. If Tenant desires at any time to assign or otherwise transfer this Lease (which transfer shall in no event
be for less than Tenant's entire interest in this Lease) or to sublet the Premises or any portion thereof, Tenant shall submit to
Landlord at least sixty (60) days prior to the proposed effective date of the transfer or sublease ("Proposed Effective Date"), in
writing: (a) a notice of intent to transfer or sublease, setting forth the Proposed Effective Date, which shall be not less than sixty
(60) nor more than ninety (90) days after the sending of such notice; (b) the name of the proposed subtenant or transferee; (c) the
nature of the proposed subtenant's or transferee's business to be carried on in the Premises; (d) the terms and provisions of the
proposed sublease or transfer; (e) such certified financial information as Landlord may request concerning the proposed
subtenant or transferee, including recent financial statements and bank references and (f) evidence satisfactory to Landlord that
the proposed subtenant or transferee will immediately occupy and thereafter use the affected portion of the Premises for the
entire term of the sublease or transfer agreement.
16.3 Landlord's Option to Recapture. Landlord reserves the option, to be exercised by giving notice to Tenant within thirty (30)
days after receipt of Tenant's notice of intent to transfer or sublease (it being agreed that no revocation or withdrawal by Tenant
of such notice of intent to transfer or sublease shall affect Landlord's option) to recapture the portion of the Premises described in
Tenant’s notice for the remainder of the Term, and to terminate this Lease with respect to such recaptured Premises. The effective
date of such recapture and termination shall be the Proposed Effective Date. The option to recapture reserved to Landlord
hereunder shall also arise in the event Tenant shall, voluntarily or involuntarily, sell, assign, mortgage, pledge, encumber or
otherwise transfer this Lease or any interest herein, or sublet the Premises or any portion thereof, or suffer or permit the Premises
to be occupied by any third person (the agents, employees, invitees and customers of Tenant excepted), without first obtaining
the written consent of Landlord; and in such event the recapture option shall apply to the affected portion of the Premises and be
18

EXHIBIT 10.1
exercisable by Landlord at any time after the occurrence of the event for which Landlord's consent was required but not obtained
by Tenant. If this Lease is terminated pursuant to Landlord's recapture option with respect to only a portion of the Premises, the
Base Rent required under this Lease and Tenant's Share shall be adjusted proportionately based on the rentable square footage
retained by Tenant and the rentable square footage of the Premises leased by Tenant hereunder immediately prior to such
recapture and cancellation, and Landlord and Tenant shall thereupon execute an amendment of this Lease in accordance
therewith. If Landlord so recaptures a portion of the Premises, it shall construct and erect at its sole cost such partitions as may be
required to sever the space retained by Tenant from the space recaptured by Landlord; provided, however, that Tenant shall bear
the cost of painting, covering or otherwise decorating the surfaces of such partitions which face the remaining Premises.
Landlord may, without limitation, lease the recaptured portion of the Premises to the proposed subtenant or transferee, on the
same or different terms as were proposed by Tenant, without liability to Tenant.
16.4 Approval/Disapproval Procedure. If Landlord disapproves the proposed transfer or sublease it shall notify Tenant in writing
thereof and shall specify the reason(s) therefor; provided, however, that in the event of any dispute between Landlord and Tenant
regarding the reasonableness of Landlord's disapproval of the proposed transfer or sublease, Landlord shall not be limited to the
reason(s) specified in such notice in justifying its disapproval. If Landlord approves the proposed transfer or sublease, it shall
notify Tenant in writing thereof and Tenant shall, prior to the Proposed Effective Date, submit to Landlord all executed originals
of the transfer or sublease agreement for execution by Landlord on the signature pages thereof after the words "The foregoing is
hereby consented to." Provided such transfer or sublease agreement is in accordance with the terms approved by Landlord,
Landlord shall execute each original as described above and shall retain one original for its file and return the others to Tenant;
and no purported transfer or sublease shall be deemed effective as against Landlord and no proposed transferee or subtenant
shall take occupancy unless such document is so executed by Landlord.
16.5 Required Provisions. All transfer or sublease agreements shall (a) contain such terms as are described in Tenant's notice
under Paragraph 16.2 above or as otherwise agreed by Landlord, (b) prohibit further transfers or subleases, (c) impose the same
obligations and condition on the transferee or sublessee as are imposed on Tenant by this Lease (except as to rent and term or as
otherwise agreed by Landlord), (d) be expressly subject and subordinate to each and every provision of this Lease, (e) have a
term that expires on or before the expiration of the Term of this Lease, and (f) provide that Tenant and/or the transferee or
sublessee shall pay Landlord the amount of any additional costs or expenses incurred by Landlord for repairs, maintenance or
otherwise as a result of any change in the nature of occupancy caused by the transfer or sublease.
16.6 Transfer or Sublease Profit. Any sums or the monetary equivalent of other economic consideration received by Tenant
directly or indirectly in connection with any transfer or sublease hereunder (except to the extent of transfer or sublease
commissions paid by Tenant to a licensed broker at prevailing rates for comparable space and reasonable transferee or sublessee
leasehold improvement costs incurred by Tenant), whether described as rental or otherwise, which exceed, in the aggregate, the
total sums which Tenant is
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obligated to pay Landlord hereunder (prorated in the case of any sublease of less than all the Premises to reflect obligations
allocable to that portion of the Premises sublet) shall be payable to Landlord as additional rent under this Lease at 50%
Landlord/50 Tenant, within fifteen (15) days after written request by Landlord, Tenant shall certify to Landlord the amount of all
such sums or other economic consideration received and all such commissions and improvement costs incurred, or expected to
be received or incurred by Tenant.
16.7 Fees for Review. Tenant shall pay to Landlord, together with the notice described in Paragraph 16.2 above, a nonrefundable fee for Landlord's expenses in connection with reviewing each such transaction in the amount of Three Hundred
Dollars ($300.00). In addition to such fee, if Landlord retains the services of an attorney to review the transaction, Tenant shall
pay to Landlord all attorneys' fees reasonably incurred by Landlord in connection therewith. Tenant shall pay such attorneys'
fees to Landlord within thirty (30) days after written request therefor.
16.8 No Release of Tenant. No consent of Landlord to any transfer or subletting by Tenant shall relieve Tenant of the obligations
to be performed by Tenant under this Lease, whether occurring before or after such consent, transfer or subletting. The consent
by Landlord to any transfer or subletting shall not relieve Tenant from the obligation to obtain Landlord's express prior written
consent to any other transfer or subletting. The acceptance by Landlord of payment from any other 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 or sublease, or to be a release of
Tenant from any obligation under this Lease. If this Lease is assigned or transferred, or if the Premises or any part thereof are
sublet or occupied by any person other than Tenant, Landlord may, after uncured default by Tenant, collect the rent from any
such assignee, transferee, subtenant or occupant and apply the net amount collected to the rent reserved herein, and no such
action by Landlord shall be deemed a consent to such assignment, transfer, sublease or occupancy.
16.9 Assumption of Obligations. Each transferee of Tenant shall assume all obligations of Tenant under this Lease and shall be
and remain liable jointly and severally with Tenant for the payment of the rent and the performance of all the terms, covenants,
conditions and agreements herein contained on Tenant's part to be performed for the Term. No transfer shall be binding on
Landlord unless the transferee or Tenant delivers to Landlord a counterpart of the instrument of transfer in recordable form which
contains a covenant of assumption by the transferee satisfactory in substance and form to Landlord, consistent with the
requirements of this section. The failure or refusal of the transferee to execute such instrument of assumption shall not release or
discharge the transferee from its liability to Landlord hereunder. Landlord shall have no obligation whatsoever to perform any
duty to or respond to any request from any sublessee, it being the obligation of Tenant to administer the terms of its subleases.
16.10 Deemed Transfers. If Tenant is a privately held corporation, or is an unincorporated association or partnership, the
transfer, assignment or hypothecation of any stock or interest in such corporation, association or partnership in the aggregate
from the date of execution of this Lease in excess of fifty percent (50%) shall be deemed an assignment or transfer within the
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meaning and provisions of this section. However, nothing in this section shall prohibit Tenant from assigning this Lease or
subletting the Premises or any part thereof to wholly owned subsidiaries or affiliates of Tenant, provided Tenant gives Landlord
at least thirty (30) days prior written notice of any such subletting or assignment; and such subletting or assignment shall not
release or discharge Tenant from any liability under this Lease.
16.11 Involuntary Assignment. No interest of Tenant in this Lease shall be assignable by operation of law, including, without
limitation, the transfer of this Lease by testacy or intestacy. Each of the following acts shall be considered an involuntary
assignment: (a) if Tenant is or becomes bankrupt or insolvent, makes an assignment for the benefit of creditors, or institutes a
proceeding under the Bankruptcy Act in which Tenant is the bankrupt; (b) if a writ of attachment or execution is levied on this
Lease; (c) if, in any proceeding or action to which Tenant is a party, a receiver is appointed with authority to take possession of
the Premises. An involuntary assignment shall constitute a default by Tenant and Landlord shall have the right to elect to
terminate this Lease, in which case this Lease shall not be treated as an asset of Tenant.
16.12 Assignment of Sublease Rents. Tenant immediately and irrevocably assigns to Landlord, as security for Tenant's
obligations under this Lease, all rent from any subletting of all or any part of the Premises, and Landlord, as assignee and as
attorney-in-fact for Tenant for purposes hereof, or a receiver for Tenant appointed on Landlord's application, may collect such
rents and apply same toward Tenant's obligations under this Lease; provided, however, that until the occurrence of an event of
default by Tenant, Tenant shall have the right and license to collect such rents.
17. SALE OF PREMISES OR BUILDING
Each conveyance by Landlord or its successors in interest of Landlord's interest in the Building or the Premises prior to the
expiration or termination of this Lease shall be subject to this Lease and shall relieve the grantor of all further liability or
obligations as Landlord, except for such liability or obligations accruing prior to the date of such conveyance. If any Security
Deposit has been given to Landlord, Landlord shall deliver such Security Deposit to Landlord's successor in interest and
thereupon be released of all further liability with regard thereto, without the requirement of any notice thereof to Tenant. Tenant
agrees to attorn to Landlord's successors in interest, whether such interest is acquired by sale, transfer, foreclosure, deed in lieu of
foreclosure or otherwise.
18. ENTRY BY LANDLORD
Landlord and its authorized representatives shall have the right to enter the Premises: (a) to inspect the Premises; (b) to supply
any service provided to Tenant hereunder; (c) to show the Premises to prospective brokers, agents, purchasers, lenders or
tenants; (d) to post notices of non-responsibility, (e) to alter, improve or repair the Premises and any other portion of the
Building; and (f) to erect scaffolding and other necessary structures, where required by the work to be performed, all without
reduction or abatement of rent. Tenant hereby waives any claim for damages for any injury to or interference with Tenant's
business or quiet enjoyment of the Premises or any other loss occasioned by such entry. Landlord shall at all times have a key to
unlock all doors in and
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about the Premises, excluding Tenant's vaults and safes, and Landlord shall have the right to use any means which Landlord
deems proper to open said doors in an emergency, and any such entry to the Premises shall not under any circumstances be
construed or deemed to be a forcible or unlawful entry into the Premises or a detainer of the Premises or an eviction of Tenant
from any portion of the Premises.
19. INSOLVENCY OR BANKRUPTCY
19.1 Acts of Default. Without limitation, the following events shall constitute a default under this Lease: (a) if Tenant shall admit
in writing its inability to pay its debts as they mature; (b) if Tenant shall make an assignment for the benefit of creditors or take
any other similar action for the protection or benefit of creditors; (c) if Tenant shall give notice to any governmental body of
insolvency or pending insolvency, or suspension or pending suspension of operations; (d) if Tenant shall file a voluntary petition
in bankruptcy or shall be adjudicated a bankrupt or insolvent; (e) if Tenant shall file any petition or answer seeking any
reorganization, arrangement, composition, readjustment, liquidation, dissolution or other similar relief for itself under any present
or future federal, state or other statute or law relative to bankruptcy, insolvency or other relief for debtors; (f) if a court of
competent jurisdiction shall enter an order, judgment or decree approving a petition filed against Tenant seeking any relief
described in the preceding clause (e) and (i) Tenant acquiesces in the entry of such order, judgment or decree (the term
"acquiesce" as used in this Paragraph 19.1 shall include, without limitation, Tenant's failure to file a petition or motion to vacate
or discharge any order, judgment or decree within ten (10) days after entry of such order, judgment or decree), or (ii) such order,
judgment or decree shall remain unvacated and unstayed for an aggregate of sixty (60) days, whether or not consecutive, from
the date of entry thereof; (g) if Tenant shall seek or consent to or acquiesce in the appointment of any trustee, receiver,
conservator or liquidator of Tenant or all or any substantial part of Tenant's properties or its interest in the Premises; (h) if any
trustee, receiver, conservator or liquidator of Tenant or of all or any substantial part of its property or its interest in the Premises
shall be appointed without the consent or acquiescence of Tenant and such appointment shall remain unvacated and unstayed for
an aggregate of sixty (60) days, whether or not consecutive; or (i) if this Lease or any estate of Tenant hereunder shall be levied
upon under any attachment or execution and such attachment or execution shall remain unvacated and unstayed for an aggregate
of ten (10) days, whether or not consecutive.
19.2 Rights and Obligations Under the Bankruptcy Code. Upon the filing of a petition by or against Tenant under the United
States Bankruptcy Code, Tenant, as debtor in possession, and any trustee who may be appointed agree as follows: (a) to perform
each and every obligation of Tenant under this Lease until such time as this Lease is either rejected or assumed by order of the
United States Bankruptcy Court; (b) to pay monthly in advance on the first day of each month as reasonable compensation for
use and occupancy of the Premises the sum required under Section 4, and all other charges otherwise due pursuant to this Lease;
(c) to reject or assume this Lease within sixty (60) days of the filing of such petition under Chapter 7 of the Bankruptcy Code or
within one hundred twenty (120) days (or such shorter term as Landlord, in its sole discretion, may deem reasonable so long as
notice of such period is given) of the filing of a
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petition under any other Chapter of the Bankruptcy Code; (d) to give Landlord at least forty-five (45) days prior written notice of
any abandonment of the Premises, any such abandonment to be deemed a rejection of this Lease; (e) to do all other things of
benefit to Landlord otherwise required under the Bankruptcy Code; (f) to be deemed to have rejected this Lease in the event of
the failure to comply with any of the above; and (g) to have consented to the entry of an order by an appropriate United States
Bankruptcy Court providing all of the above, waiving notice and hearing of the entry of same.
20. DEFAULT BY TENANT
20.1 Acts Constituting Defaults. In addition to the events specified as a default under Paragraph 19.1 or elsewhere in this Lease,
the failure of Tenant to perform each covenant made under this Lease, including any abandonment of the Premises by Tenant,
shall constitute a default hereunder. However, Landlord shall not commence any action to terminate Tenant's right of possession
as a consequence of a default until any period of grace with respect thereto has elapsed; provided, that any such period of grace
shall be in lieu of and not in addition to the period during which Tenant may cure such default following the delivery of notice
pursuant to California Code of Civil Procedure Section 1161.
20.1.1 Subject to the limitation expressed in Subparagraph 20.1.3, Tenant shall have a period of three (3) days from the date of
written notice from Landlord within which to cure any default in the payment of any monetary obligations of Tenant under this
Lease.
20.1.2 Tenant shall have a period of thirty (30) days from the date of written notice from Landlord within which to cure any
other default under this Lease which is capable of being cured; provided, however, that with respect to any default which cannot
reasonably be cured within thirty (30) days, the default shall not be deemed to be uncured if Tenant commences to cure within
thirty (30) days from Landlord's notice and thereafter prosecutes diligently and continuously to completion all acts required to
cure the default.
20.1.3 There shall be no period of grace with respect to any default by Tenant which is not capable of being cured. Landlord and
Tenant stipulate that the following defaults are not capable of being cured by Tenant: (a) any event specified as a default under
Paragraph 19.1 or any other default which is herein specified as being incurable: (b) any unauthorized sale, assignment,
mortgage, pledge, hypothecation, encumbrance or other transfer of this Lease or any interest herein, or any unauthorized
subletting of all or any portion of the Premises; (c) the failure of Tenant to pay rent or any other monetary obligation of Tenant
hereunder on the due date thereof where such failure occurs on more than three (3) consecutive occasions or more than six (6)
occasions during any twelve (12) month period; and (d) any other default which is recognized under California law as being
incurable.
20.2 Landlord's Remedies. If Tenant fails to cure a default, or in the event of a default which is not capable of being cured by
Tenant, Landlord shall have the following rights and remedies in addition to any other rights and remedies available to Landlord
at law or in equity:
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20.2.1 The rights and remedies provided by California Civil Code Section 1951.2 (or any successor statute), including but not
limited to, recovery of 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 rental loss for the same period that Tenant proves could be reasonably avoided, as
computed pursuant to subsection (b) of said Section 1951.2;
20.2.2 The rights and remedies provided by California Civil Code Section 1951.4 (or any successor statute), which allows
Landlord to continue this Lease in effect and to enforce all of its rights and remedies under this Lease, including the right to
recover rent as it becomes due, for so long as Landlord does not terminate Tenant's right to possession. Acts of maintenance or
preservation, efforts to relet the Premises, or the appointment of a receiver upon the Landlord's initiative to protect its interest
under this Lease shall not constitute a termination of Tenant's right to possession;
20.2.3 The right to terminate this Lease by giving notice to Tenant in accordance with applicable law;
20.2.4 The right and power, as attorney-in-fact for Tenant, to enter the Premises and remove therefrom all persons and property,
to store such property in a public warehouse or elsewhere at the cost of and for the account of Tenant, and to sell such property
and apply the proceeds therefrom pursuant to applicable California law. Landlord, as attorney-in-fact for Tenant, may from time
to time sublet the Premises or any part thereof for such term or terms (which may extend beyond the Term of this Lease) and at
such rent and such other terms as Landlord in its sole discretion may deem advisable, with the right to make alterations and
repairs to the Premises. Upon each such subletting, (a) Tenant shall be immediately liable to pay to Landlord, in addition to
indebtedness other than rent due hereunder, the cost of such subletting and such alterations and repairs incurred by Landlord and
the amount, if any, by which the rent hereunder for the period of such subletting (to the extent such period does not exceed the
Term) exceeds the amount agreed to be paid as rent for the Premises for such period or (b) at the option of Landlord, rents
received from such subletting shall be applied first, to payment of any indebtedness other than rent due hereunder, from Tenant
to Landlord; second, to the payment of any costs of such subletting and of such alterations and repairs; third, to payment of rent
due and unpaid hereunder; and the residue, if any, shall be held by Landlord and applied in payment of future rent as the same
becomes due hereunder. If Tenant has been credited with any rent to be received by such subletting under option (a) above and
such rent shall not be promptly paid to Landlord by the subtenant(s), or if such rentals received from such subletting under
option (b) above during any month are less than that to be paid during that month by Tenant hereunder, Tenant shall pay any
such deficiency to Landlord. Such deficiency shall be calculated and paid monthly. For all purposes set forth in this
Subparagraph 20.2.4, Landlord is hereby irrevocably appointed attorney-in-fact for Tenant, with power of substitution. No taking
possession of the Premises by Landlord, as attorney-in-fact for Tenant, shall be construed as an election on Landlord's part to
terminate this Lease unless a written notice of such intention is given to Tenant. Notwithstanding any such subletting without
termination, Landlord may at any time thereafter elect to terminate this Lease for such previous breach; and
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20.2.5 The right to have a receiver appointed for Tenant, upon application by Landlord, to take possession of the Premises and to
apply any rental collected from the Premises and to exercise all other rights and remedies granted to Landlord as attorney-in-fact
for Tenant pursuant to Subparagraph 20.2.4.
20.3 Landlord's Right To Cure Default. All covenants and agreements to be performed by Tenant under the terms of this Lease
shall be performed by Tenant at Tenant's sole cost and expense and without any reduction of rent. If Tenant shall be in default of
its obligations under this Lease to pay any sum of money other than rental or to perform any other act hereunder, and if such
default is not cured within the applicable grace period (if any) provided in Section 20, Landlord may, but shall not be obligated
to, make any such payment or perform any such act on Tenant's part without waiving its rights based upon any default of Tenant
and without releasing Tenant from any of its obligations. All sums so paid and all costs incurred by Landlord, together with
interest thereon at the maximum legal rate of interest under California law from the date of such payment or the incurrence of
such cost by Landlord, whichever occurs first, shall be paid to Landlord on demand. In the event of nonpayment by Tenant,
Landlord shall have, in addition to any other rights or remedies hereunder, the same rights and remedies as in the case of default
by Tenant for nonpayment of rent.
21. DEFAULT BY LANDLORD
Landlord shall not be deemed to be in default in the performance of any obligation under this Lease unless and until it has failed
to perform such obligation within thirty (30) days after receipt of written notice by Tenant to Landlord specifying such failure;
provided, however, that if the nature of Landlord's default is such that more than thirty (30) days are required for its cure, then
Landlord shall not be deemed to be in default if it commences such cure within the thirty (30) day period and thereafter diligently
prosecutes such cure to completion. Tenant agrees to give any Mortgagee a copy, by registered mail, of any notice of default
served upon Landlord, provided that prior to such notice Tenant has been notified in writing (by way of Notice of Assignment of
Rents and Leases, or otherwise), of the address of such Mortgagee. Tenant further agrees that if Landlord shall have failed to
cure such default within the time provided for in this Lease, then any such Mortgagee shall have an additional forty-five (45)
days within which to cure such default on the part of the Landlord or if such default cannot be cured within that time, then such
additional time as may be necessary if within that forty-five (45) day period the Mortgagee has commenced and is pursuing the
remedies necessary to cure such default (including but not limited to commencement of foreclosure proceedings, if necessary to
effect such cure), in which event this Lease shall not be terminated while such remedies are being so pursued. If Tenant recovers
any judgment against Landlord for a default by Landlord under this Lease, the judgment shall be satisfied only out of the interest
of Landlord in the Building and neither Landlord nor any of its partners, officers, employees or agents shall be personally liable
for any such default or for any deficiency.
22. DAMAGE AND DESTRUCTION
22.1 Partial Damage - Insured. If the Premises or the Building are damaged by a risk covered under fire and extended coverage
insurance insuring Landlord,
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then Landlord shall restore such damage provided insurance proceeds are available to Landlord to pay eighty percent (80%) or
more of the cost of restoration, and provided such restoration by Landlord can be completed within eight (8) months after the
commencement of work in the opinion of a licensed architect or engineer appointed by Landlord. In such event this Lease shall
continue in full force and effect, except that Tenant shall, so long as the damage is not due to the act or omission of Tenant, be
entitled to an equitable reduction of Base Rent and Tenant's Share of Building Operating Costs while such restoration takes place,
such reduction to be based upon the extent to which the damage or restoration efforts materially interfere with Tenant's use of the
Premises.
22.2 Partial Damage - Uninsured. If the Premises or the Building are damaged by a risk not covered by such insurance or if the
insurance proceeds available to Landlord are less than eighty percent (80%) of the cost of restoration, or if the restoration cannot
be completed within eight (8) months after the commencement of work in the opinion of the licensed architect or engineer
appointed by Landlord, then Landlord shall have the option either to (a) repair or restore such damage, this Lease continuing in
full force and effect, with the Base Rent and Tenant's Share of Building Operating Costs to be equitably reduced as provided in
Paragraph 22.1, or (b) give notice to Tenant at any time within ninety (90) days after such damage terminating this Lease as of a
date to be specified in such notice, which date shall be not less than thirty (30) nor more than sixty (60) days after the giving of
such notice. If such notice is given, this Lease shall expire and any interest of Tenant in the Premises shall terminate on the date
specified in such notice. The Base Rent and Tenant's Share of Operating Costs during the period prior to the termination shall be
reduced as provided in Paragraph 22.1 and paid up through the date of termination.
22.3 Total Destruction. If the Premises are totally destroyed or in Landlord's judgment the Premises cannot be restored as
required herein under applicable laws and regulations, notwithstanding the availability of insurance proceeds, this Lease shall be
terminated effective as of the date of the damage.
22.4 Landlord's Obligations. Any restoration by Landlord pursuant to Paragraphs 22.1 or 22.2 shall be commenced as soon as
reasonably possible after the date of damage and prosecuted diligently to completion at the earliest possible date. Landlord shall
not be required to carry insurance of any kind on Tenant's property and shall not be required to repair any injury or damage
thereto by fire or other causes, or to make any restoration or replacement of any paneling, decorations, partitions, ceilings, floor
covering, office fixtures or any other improvements or property installed in the Premises by or at the direct or indirect expense of
Tenant, and Tenant shall be required to restore or replace same in the event of damage. Tenant shall have no claim against
Landlord for any loss suffered by reason of any such damage, destruction, repair or restoration. Notwithstanding anything to the
contrary contained in this Section 22, Landlord shall have no obligation to repair, reconstruct or restore the Premises with respect
to damage or destruction as described in this Section 22 occurring during the last twelve (12) months of the Term.
22.5 Waiver by Tenant. Tenant shall have no right to terminate this Lease as a result of any statutory provisions now or hereafter
in effect pertaining to the damage and destruction of the Premises or the Building, except as expressly
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provided herein, and Tenant expressly waives the provisions of California Civil Code Sections 1932(2) and 1933(4) with respect
to any damage or destruction of the Premises.
23. CONDEMNATION
If all or any part of the Premises are taken for public or quasi-public use by the right of eminent domain or otherwise, by a taking
in the nature of inverse condemnation, with or without litigation, or is transferred by agreement in lieu thereof (any of the
foregoing being referred to herein as a "taking"), either Landlord or Tenant may, by written notice given to the other within thirty
(30) days of receipt of notice of such taking, elect to terminate this Lease as of the date possession is transferred pursuant to the
taking; provided, however, that before Tenant may terminate this Lease for a taking, such taking shall be of such an extent and
nature as to substantially impede Tenant's use of the Premises. If any part of the Building other than the Premises shall be so
taken, Landlord may elect to terminate this Lease. If there is a taking of all or a part of the Parking Facilities and the parking
rights granted to Tenant under Paragraph 2.5 are substantially and materially reduced thereby, then Landlord shall have the right
to provide replacement parking to compensate for such reduction within the area where common areas and parking areas are
shared by the buildings comprising the Office Complex. If such replacement parking is not provided, then for a period of thirty
(30) days after Landlord notifies Tenant that such replacement parking cannot be provided, Tenant shall have the right to
terminate this Lease, effective at a time specified by Tenant not to exceed one hundred eighty (180) days from the date of the
notice. No award for any partial or entire taking shall be apportioned, and Tenant hereby assigns to Landlord any and all rights
of Tenant to any portion of the award; provided, however, that nothing contained herein shall be deemed to give Landlord any
interest in or to require Tenant to assign to Landlord any award made to Tenant for taking of personal property belonging to
Tenant. In the event of a partial taking which does not result in a termination of this Lease, Base Rent, Tenant's Share of
Operating Costs and Tenant's parking rights under Paragraph 2.5 shall be reduced in proportion to what the area of the Premises
taken bears to the area of the Premises immediately prior to the taking. No temporary taking of the Premises or any part of the
Building shall terminate this Lease, except at Landlord's election, or give Tenant any right to any abatement of Base Rent or
Operating Costs, except that Base Rent and Operating Costs shall be reduced in accordance with Paragraph 22.1 during that
portion of any temporary taking lasting more than thirty (30) days. Each party hereto waives the provisions of California Code of
Civil Procedure Section 1265.130 allowing either party to file a petition to terminate this Lease for a partial taking.
24. SURRENDER OF PREMISES
A voluntary or other surrender of this Lease by Tenant or the mutual cancellation of this Lease shall not work a merger and shall,
at the option of Landlord, terminate all or any existing subleases or subtenancies, or may, at the option of Landlord, operate as an
assignment to it of any or all such subleases or subtenancies.
25. HOLDING OVER
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25.1 With Consent. Any holding over after the expiration of the Term with the written consent of Landlord shall be a tenancy
from month to month. The terms, covenants and conditions of such tenancy shall be the same as provided herein, except that the
Base Rent shall be 150% of the Base Rent in effect on the date of such expiration for the first three months of hold over, and
200% of the Base Rent in effect on the date of such expiration thereafter. Acceptance by Landlord of rent after such expiration
shall not result in any other tenancy or any renewal of the Term of this Lease, and the provisions of this paragraph are in addition
to and do not affect Landlord's right of reentry or other rights provided under this Lease or by applicable law.
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25.2 Without Consent. If Tenant shall retain possession of the Premises or any part thereof without Landlord's consent following
the expiration or sooner termination of this Lease for any reason such continuation in possession shall constitute an unlawful
detention of the Premises. In such event, and without limiting Landlord's right to recover possession, Tenant shall pay to
Landlord for each day of such unlawful detention the rates described in Paragraph 25.1 above. Tenant shall also indemnify and
hold Landlord harmless from any loss or liability resulting from delay by Tenant in surrendering the Premises, including, without
limitation, any claims made by any succeeding tenant founded on such delay.
26. ESTOPPEL CERTIFICATES
Within ten (10) days following any written request which Landlord or Tenant may make from time to time, Tenant or Landlord,
without any charge therefor, shall execute, acknowledge and deliver to the other a statement certifying: (a) the Commencement
Date of this Lease; (b) the fact that this Lease is unmodified and in full force and effect (or, if there have been modifications
hereto, that this Lease is in full force and effect, as modified, and stating the date and nature of such modifications); (c) the date
to which the rent and other sums payable under this Lease have been paid; (d) the fact that there are no current defaults under
this Lease by either Landlord or Tenant except as specified in the statement; and (e) such other matters requested by Landlord or
Tenant. Landlord and Tenant intend that any statement delivered pursuant to this paragraph may be relied upon by a mortgagee,
beneficiary, purchaser or prospective purchaser of the Building or any interest therein. If Tenant fails or refuses to deliver any
such statement or certificate within said ten (10) day period then the information contained in such statement or certificate shall
be deemed correct for all purposes, but Landlord shall have the right to treat such failure or refusal as an event of default under
this Lease and seek recourse to all rights and remedies granted herein. Tenant is a publicly traded company and its financial
information is available online and can be reviewed by any potential purchaser or lender.
27. SUBORDINATION AND ATTORNMENT
27.1 Subordination. Upon the written request of Landlord or any Mortgagee, Tenant will in writing subordinate its rights under
this Lease to the lien of any mortgage or deed of trust now or hereafter in force against the Premises, the Building or the
underlying land and to all advances made or hereafter to be made upon the security thereof, and to all extensions, modifications
and renewals thereunder. Tenant shall also, upon Landlord's request, subordinate its rights hereunder to any ground or
underlying lease which may now exist or hereafter be executed affecting the Building and/or the underlying land. Tenant shall
have the right to condition its subordination upon the execution and delivery of an attornment and nondisturbance agreement, as
described in Paragraph 27.2, between the Mortgagee or the lessor under any such ground or underlying lease and Tenant. Tenant
shall not subordinate its rights hereunder to any lien other than that of a first mortgage or first deed of trust, except with the prior
written consent of the Mortgagee holding such first mortgage or deed of trust.
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27.2 Attornment. Upon the written request of the Landlord or any Mortgagee or any lessor under a ground or underlying lease,
Tenant shall attorn to any such Mortgagee or beneficiary, provided such Mortgagee or lessor agrees that if Tenant is not in
default under this Lease, Tenant's possession of the Premises in accordance with the terms of this Lease shall not be disturbed.
Such agreement shall provide, among other things, (a) that this Lease shall remain in full force and effect,(b) that Tenant pay rent
to said Mortgagee or lessor from the date of said attornment, (c) that said Mortgagee or lessor shall not be responsible to Tenant
under this Lease except for obligations accruing subsequent to the date of such attornment, and (d) that Tenant, in the event of
foreclosure or a deed in lieu thereof or a termination of the ground or underlying lease, will enter into a new lease with the
Mortgagee, lessor or other person having or acquiring title on the same terms and conditions as this Lease and for the balance of
the Term.
27.3 Nonmaterial Amendments. If any lender should require any modification of this Lease as a condition of loans secured by a
lien on the Premises, the Building or the land underlying the Building, or if any such modification is required as a condition to a
ground or underlying lease, Tenant will approve and execute any such modifications, promptly after request by Landlord
provided no such modification shall relate to the rent payable hereunder, the length of the Term or otherwise materially change
the rights or obligations of Landlord or Tenant.
28. LIGHT AND AIR
No diminution of light, air or view by any structure which may hereafter be erected (whether or not by Landlord) shall entitle
Tenant to any reduction of rent under this Lease, result in any liability of Landlord to Tenant, or in any other way affect this
Lease.
29. WAIVER
If either Landlord or Tenant waives the performance of any term, covenant or condition contained in this Lease, such waiver
shall not be deemed to be a waiver of the term, covenant or condition itself or a waiver of any subsequent breach of the same or
any other term, covenant or condition contained herein. Furthermore, the acceptance of rent by Landlord shall not constitute a
waiver of any preceding breach by Tenant of any term, covenant or condition of this Lease, regardless of Landlord's knowledge
of such preceding breach at the time Landlord accepts such rent. Failure by Landlord to enforce any of the terms, covenants or
conditions of this Lease for any length of time shall not be deemed to waive or to decrease the right of Landlord to insist
thereafter upon strict performance by Tenant. Waiver by Landlord of any term, covenant or condition contained in this Lease
may only be made by a written document signed by Landlord.
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30. ATTORNEYS' FEES
In the event that any action or proceeding (including arbitration) is brought to enforce or interpret any term, covenant or
condition of this Lease on the part of Landlord or Tenant, the prevailing party in such action or proceeding (whether after trial or
appeal) shall be entitled to recover from the party not prevailing its expenses therein, including reasonable attorneys' fees and all
allowable costs.
31. NOTICES
31.1 Delivery. Any notice required or permitted under this Lease shall be in writing and shall be delivered either personally or by
depositing same in the United States Mail, postage prepaid, registered or certified, return receipt requested, or by reputable
overnight courier, addressed to the intended recipient at such party's address set forth in the Basic Lease Provisions, or at such
other address as such party has theretofore specified by written notice delivered in accordance with this paragraph.
31.2 Sufficiency of Notice. Any notice delivered by mail in the manner specified in Paragraph 31.1 shall be deemed delivered on
the delivery date shown on the receipt or on refusal to accept delivery; and any such notice specifying a default by Tenant shall
be deemed sufficient for all purposes under California Code of Civil Procedure Sections 1161 and 1162, notwithstanding the fact
that such notice is not personally served on Tenant or that such notice does not demand possession of the Premises as an
alternative to Tenant's curing of such default.
32. MERGER
Notwithstanding the acquisition (if same should occur) by the same party of the title and interests of both Landlord and Tenant
under this Lease, there shall never be a merger of the estates of Landlord and Tenant under this Lease, but instead the separate
estates, rights, duties and obligations of Landlord and Tenant, as existing hereunder, shall remain unextinguished and continue,
separately, in full force and effect until this Lease expires or otherwise terminates in accordance with the express provisions
herein contained.
33. INTENTIONALLY DELETED.
34. DEFINED TERMS AND HEADINGS
The word "Landlord" and "Tenant" as used herein shall include the plural as well as the singular. Words used in neuter gender
include the feminine and masculine, where applicable. If there is more than one Tenant, the obligations imposed under this Lease
upon Tenant shall be joint and several. The headings and titles to the sections and paragraphs of this Lease are used for
convenience only and shall have no effect upon the construction or interpretation of this Lease.
35. TIME AND APPLICABLE LAW
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Time is of the essence of this Lease and all of its provisions. This Lease shall in all respects be governed by and interpreted in
accordance with the laws of the State of California.
36. SUCCESSORS AND ASSIGNS
Subject to the provisions of Section 16 hereof and the limitation expressed below, the terms, covenants and conditions contained
herein shall be binding upon and inure to the benefit of the heirs, successors, executors, administrators and assigns of the parties
hereto. However, the obligations imposed on Landlord under this Lease shall be binding upon Landlord's successors and assigns
only during their respective periods of ownership of the Premises.
37. ENTIRE AGREEMENT
This Lease, together with its exhibits, contains all the agreements of the parties hereto and supersedes any previous negotiations.
There have been no representations made by the Landlord or understandings made between the parties other than those set forth
in this Lease and its exhibits. This Lease may not be modified except by a written instrument duly executed by the parties hereto.
38. SEVERABILITY
If any provision of this Lease or the application thereof to any person or circumstance shall be invalid or unenforceable to any
extent, the remainder of this Lease and the application of such provision to other persons or circumstances shall not be affected
thereby and shall be enforced to the greatest extent permitted by law.
39. SIGNS
39.1 Premises. Tenant shall not place or permit to be placed in or upon the Premises where visible from outside the Premises or
any part of the Building, any signs, notices, drapes, shutters, blinds or window coatings, or displays of any type without the prior
written consent of Landlord. Landlord, at Landlord’s sole expense, shall include Tenant in the Building directory located in the
Building and shall provide standard suite signage to Tenant that is consistent with the Building.
39.2 Building. Landlord reserves the right in Landlord's sole discretion to place and locate on the roof and exterior of the
Building and in any area of the Building not leased to Tenant, such signs, notices, displays and similar items as Landlord deems
appropriate in the proper operation of the Building. At no more than a nominal cost to Landlord, Landlord will investigate
installation of monument signage along Bayshore Highway. Tenant, at Tenant’s sole cost and expense, shall also have the right
to investigate such signage, provided Tenant keeps Landlord abreast of such investigations and any contact between Tenant and
the governing authorities. If such monument signage is found to be reasonably possible, Landlord and Tenant shall negotiate in
good faith toward the execution of a monument signage agreement, which agreement shall set forth all the terms of such
monument signage including the allocation of costs regarding same.
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40. PAYMENTS AND LATE CHARGE
Any amounts payable under this Lease shall be paid in lawful money of the United States of America. Any amount of Base Rent
or Tenant's Share of Operating Costs not paid within ten (10) days after it is due shall be subject to a late charge of 10% of the
amount unpaid. Any amount due to Landlord that is not paid within such ten (10) day period shall bear interest from the date due
until paid at the maximum legal rate permitted under California law. Tenant's failure to perform any monetary obligations under
this Lease shall have the same consequences as Tenant's failure to pay rent.
41. EXECUTION BY LANDLORD
The submission of this document for examination and negotiation does not constitute an offer to lease, or a reservation of, or
option for, the Premises. This document becomes effective and binding only upon execution and delivery hereof by Tenant and
by Landlord. No act or omission of any employee or agent of Landlord or of Landlord's broker shall alter, change or modify any
of the provisions hereof.
42. BROKERS
Tenant and Landlord acknowledge that Cassidy Turley (“Tenant’s Broker”)is acting solely as the agent for Tenant in this
transaction and that Cornish & Carey Commercial Newmark Knight Frank (“Landlord’s Broker”) is acting solely as the agent for
Landlord. Landlord, pursuant to a separate agreement between Landlord and Landlord’s Broker shall pay Landlord’s Broker a
commission as and when the same comes due and Landlord’s Broker shall pay Tenant’s Broker its commission as and when the
same comes due, all in accordance with the terms and conditions of such separate agreement. Landlord and Tenant (each
“Indemnitor”) warrants and represents to the other party (“Indemnitee”) that Indemnitor has not had any dealings with any
realtor, broker or agent, other than the brokers listed above, in connection with the negotiation of this Lease and shall indemnify,
defend, protect, and hold Indemnitee harmless from and against any cost, expense or liability (including attorneys’ fees) on
account of or in connection with any breach of the warranty made by Indemnitor in this Paragraph 42.
43. NAME OF BUILDING
Tenant shall not use the name of the Building for any purpose other than the address of the business to be conducted by Tenant
in the Premises. Tenant shall not use any picture of the Building in its advertising, stationery or in any other manner so as to
imply that the entire Building is leased by Tenant. Landlord expressly reserves the right at any time to change the name or street
address of the Building without in any manner being liable to Tenant therefor.
44. GUARANTEE
If Tenant's obligations under this Lease shall have been guaranteed, any such guarantee shall be deemed a material part of the
consideration for Landlord's execution of this Lease. If the guarantor under any such guarantee is or
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becomes bankrupt or insolvent, makes an assignment for the benefit of creditors, or institutes or is the subject of any proceeding
under the Bankruptcy Act or other similar law for the protection of creditors (or, if the guarantor is a partnership or consists of
more than one person or entity, if any partner of the partnership or such other person or entity is or becomes bankrupt or
insolvent, institutes any such proceeding, or makes an assignment for the benefit of creditors), then Landlord shall have the
option to terminate this Lease upon thirty (30) days written notice unless Tenant, within such thirty (30) day period, provides
Landlord with either (i) a substitute or additional guarantor satisfactory to Landlord and any Mortgagee, or (ii) adequate
assurance of the performance of each and every obligation of Tenant hereunder, satisfactory to Landlord and such Mortgagee,
provided, however, that no such termination of this Lease shall become effective without the prior written consent of such
Mortgagee.
45. NONRECORDABILITY OF LEASE
Tenant agrees that in no event shall this Lease or a memorandum hereof be recorded without Landlord's express prior written
consent, which consent Landlord may withhold in its sole discretion.
46. CONSTRUCTION
All provisions hereof, whether covenants or conditions, shall be deemed to be both covenants and conditions. The definitions
contained in this Lease shall be used to interpret the Lease. All rights and remedies of Landlord and Tenant shall, except as
otherwise expressly provided, be cumulative and nonexclusive of any other remedy at law or in equity.
47. INABILITY TO PERFORM
This Lease and the obligations of either party hereunder shall not be affected or impaired because the other party is unable to
fulfill any of its obligations hereunder or is delayed in doing so, if such inability or delay is caused by reason of force majeure,
strike, labor troubles, acts of God, acts of government, unavailability of materials or labor, or any other cause beyond the control
of such party; provided, however, that force majeure shall not excuse any obligation to make monetary payments.
48. CORPORATION AUTHORITY
If Tenant is a corporation, each individual executing this Lease on behalf of Tenant represents and warrants that Tenant is
qualified to do business in California and that he is duly authorized to execute and deliver this Lease on behalf of Tenant and
shall deliver appropriate certification to that effect if requested.
49. PARTNERSHIP AUTHORITY
If Tenant is a partnership, joint venture, or other unincorporated association each individual executing this Lease on behalf of
Tenant represents and warrants that he is duly authorized to execute and deliver this Lease on behalf
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of Tenant and that this Lease is binding on Tenant. Furthermore, Tenant agrees that the execution of any written consent
hereunder, or any written modification or termination of this Lease, by any general partner of Tenant or any other authorized
agent of Tenant, shall be binding on Tenant.
50. QUIET ENJOYMENT
So long as Tenant is not in default under this Lease, Tenant shall have quiet enjoyment of the Premises for the Term, subject to
all the terms and conditions of this Lease and all liens and encumbrances prior to this Lease.
51. DISABILITY ACCESS DISCLOSURE
As of the date of this Lease, the property in which the Premises are a part has not undergone inspection by a Certified Access
Specialist (as defined in Section 55.52 of the California Civil Code). Tenant acknowledges the foregoing information and agrees
that such statement is merely a statement of fact and is not a covenant, representation or warranty made by Landlord made for
the benefit of Tenant and Tenant’s employees, agents, contractors, customers or other invitees as to the condition of the Premises
or any other property owned or controlled by Landlord. This Section 51 does not modify, and shall not be used to interpret or
construe the meaning of, any other provision of this Lease.
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LANDLORD: ORITZ CORPORATION
By:

/s/ Vladimir Grave

Its:

President & CEO

Date:

5/30/2014

TENANT: Kindred Biosciences, Inc.
By:

/s/ Richard Chin

Its:

CEO

Date:

5/30/14
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ADDENDUM A
This Addendum is made a part of this Lease. If there are any conflicts between the Lease and this Addendum A, the terms of this
Addendum shall govern.
1. Parties:
Landlord: Oritz Corporation
Tenant: Kindred Biosciences, Inc.
2. The Americans With Disabilities Act:
The Tenant is aware that a tenant of real property may be subject to the Americans with Disabilities Act (ADA), a Federal law codified
at 42 USC Section 12101 et seq. Among other requirements of the ADA that could apply to the leased Premises, Title III of the ADA
requires owners and tenants of "public accommodations" to remove barriers to access by disabled persons and provide auxiliary aids
and services for hearing, vision, or speech impaired persons by January 26, 1992. The regulations under Title III of the ADA are
codified at 28 CFR Part 36. Landlord warrants that the Premises and the Common Areas of the Building are in compliance with ADA or
grandfathered into acceptance. If compliance with ADA is triggered by any alterations or improvements made by Tenant, Tenant shall
be responsible for the cost of compliance.
3. Option to Extend:
(A) Option to Extend:
Tenant will have the right, subject to all provisions of this Section, to extend the Lease Term for one consecutive period of three (3)
years (“Extended Term”), provided that: (a) this Lease is in full force and effect; (b) Tenant in not in default beyond any applicable
notice and cure period at the time of exercise of the option or at the time set for commencement of the Extended Term; (c) Tenant
exercises its right to the Extended Term by giving Landlord written notice of its election not more than 180 days nor less than ninety
(90) days before the first day of the Extended Term; and (d) the Extended Term will be upon the same terms, covenants and conditions
as provided in this Lease except that: (i) any Tenant Improvements and Improvements Allowance, option to renew, expansion or
termination right or right of first refusal provisions will not apply and (ii) the monthly Base Rent will be the Base Rent determined
pursuant to equal 100% of Fair Market Rent as calculated in the manner set forth in the following sections. The provisions of this
Section are for the personal benefit of the original Tenant that executes this lease only, and no assignee or sublessee will have any rights
whatsoever this Section.
(3) (B) Extended Term Base Rent.
The Base Rent during each Extended Term will be the annual Fair Market Rent for comparable size office space in multi-tenant Class B
office buildings located east of Highway 101 in Burlingame, California leased on comparable terms and conditions. Landlord will give
Tenant notice of Landlord’s estimation of such Market Rent within 10 days after receiving Tenant’s notice exercising its option to
extend. If Tenant disagrees with such estimate, it will notify Landlord in writing thereof
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within 10 days of Tenant’s receipt of its notice. If Tenant fails to notify Landlord that it disagrees with the estimation within said 10-day
period, Tenant will be deemed to have agreed to the Fair Market Rent proposed by Landlord. If there is a disagreement on such
estimation, the parties will promptly meet to attempt to resolve their differences. If the differences as to Fair Market Rent are not
resolved within 25 days of the date Tenant receives the Landlord’s initial estimate of Fair Market Rent, then the parties will submit the
matter to appraisal in accordance with the next Section so that Fair Market Rent is determined before the first day of the Extended Term,
or Tenant may give Landlord written notice within 3 business days after expiration of the 25-day period that Tenant withdraws the
notice exercising its right of renewal and this Lease will expire as of the expiration of the then-existing Term.
(3) If the Fair Market Rent for an Extended Term is not determined before the first day of the Extended Term, Tenant will continue to
pay Base Rent in the amount payable during the immediately preceding period until the Base Rent for the Extended Term is
determined. Within 10 business days after the Base Rent for the Extended Term has been determined, Tenant will pay to the Landlord
the excess, if any, of the Base Rent due at the rate set by the appraiser(s) over the Base Rent actually paid during any expired portion of
the Extended Term.
(C) Appraisal Procedure.
If the parties are to submit any matter to appraisal pursuant to the terms of this Lease, either Landlord or Tenant (the “Moving Party”)
may give notice to the other demanding appraisal and naming an appraiser. The recipient of such notice (the “Recipient”) will, within
10 days after receiving the Moving Party’s notice, give notice to the Moving Party naming an appraiser selected by the Recipient. Each
appraiser will be a member of the American Institute of Appraisers and will have not less than 10 years experience in the appraisal of
properties like the Property in the San Francisco Bay Area. If the Recipient fails to notify the Moving Party of the name of the appraisal
company it has selected within said 10 day period, the appraisal company selected by the Moving Party will determine the matter
submitted. The appraiser(s) will render a determination in writing to Landlord and Tenant simultaneously within 10 days of their
appointment. Any determination in which the appraiser appointed by Landlord and the appraiser appointed by Tenant concur will be
binding and conclusive upon the parties.
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If the two appraisers are unable to determine the matter within 20 days after appointment of the appraiser(s), they will appoint a third
appraiser, who must be an impartial person with qualifications similar to those required of the first two appraisers. If the initial two
appraisers are unable to agree upon such appointment within 5 days after expiration of the 20 day period, the third appraiser will be
selected by the parties themselves, if they can agree, within a further period of 10 days. If the parties do not so agree, then either party,
on behalf of both, may request appointment of such a qualified person by the then presiding judge of the San Mateo County Superior
Court acting in his private non-judicial capacity. The other party will not raise any question as to such Judge’s full power and
jurisdiction to entertain the application for and make the appointment. If the matter cannot be determined by agreement between the two
appraisers selected by Landlord and Tenant, or settlement between the parties during the course of appraisal, then it will be determined
by the three appraisers in accordance with the following procedure. Each of the two appraisers originally selected by the parties will
prepare a written statement of his determination, supported by the reasons therefor, with counterpart copies for each party and the third
appraiser. The appraisers must arrange for a simultaneous exchange of their written statements. The role of the third appraiser will be to
select which of the two proposed determinations most closely approximates his determination on the matter. The third appraiser will
have no right to propose a middle ground or any modification of either of the two determinations. The appraisers will attempt to
determine the matter within 10 days after the appointment of the third appraiser. The determination chosen by the third appraiser will
constitute the determination of the appraisers and be final and binding upon the parties.
In the event of a failure, refusal or inability of any appraiser to act, his successor will be appointed by him, but in the case of the third
appraiser, his successor will be appointed in the manner described above for appointment of the third appraiser. The appraisers will
have the right to consult experts and competent authorities with factual information or evidence pertaining to a determination on the
matter, but any such consultation will be made in the presence of both parties with full right on their part to cross-examine. The
appraiser(s) will render the determination on the matter in writing, with counterpart copies to each party. The appraisers will have no
power to modify the provisions of this Lease. Each party will pay the fees and expenses of its respective appraiser and both will share
equally the fees and expenses of the third appraiser, if any. Each party will pay the attorneys’ fees and expenses of its counsel and the
fees and expenses of any witnesses called by that party. Time is of the essence in connection with any matter submitted to appraisal
pursuant to this Section.
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4. Tenant Improvements:
Landlord, at Landlord’s expense shall improve the premises as follows:
a. Professionally clean existing carpets.

LANDLORD: ORITZ CORPORATION
By:

/s/ Vladimir Grave

Its:

President & CEO

Date:

5/30/2014

TENANT: Kindred Biosciences, Inc.
By:

/s/ Richard Chin

Its:

CEO

Date:

5/30/14
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Certification of the Principal Executive Officer Under Section 302 of the Sarbanes-Oxley Act
I, Richard Chin, certify that:
1.

I have reviewed this quarterly report on Form 10-Q of Kindred Biosciences, 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 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)) for the registrant and have:

5.

(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.

The registrant’s other certifying officer 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 registrant’s board of directors (or persons performing the equivalent functions):
(a)

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

(b)

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

Date: August 13, 2014

By:

/s/ Richard Chin

Name: Richard Chin, MD
Title: Chief Executive Officer

Exhibit 31.2

Certification of the Principal Financial Officer Under Section 302 of the Sarbanes-Oxley Act
I, Stephen S. Galliker, certify that:
1.

I have reviewed this quarterly report on Form 10-Q of Kindred Biosciences, 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 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)) for the registrant and have:

5.

(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.

The registrant’s other certifying officer 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 registrant’s board of directors (or persons performing the equivalent functions):
(a)

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

(b)

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

Date: August 13, 2014

By:

/s/ Stephen S. Galliker

Name: Stephen S. Galliker
Title: Chief Financial Officer

Exhibit 32.1

CERTIFICATION OF THE PRINCIPAL EXECUTIVE OFFICER
Pursuant to 18 U.S.C. § 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, the undersigned officer of Kindred
Biosciences, Inc. (the “Company”) hereby certifies that, to his knowledge:
(i) The quarterly report on Form 10-Q for the period ended June 30, 2014 (the “Report”) fully complies with the requirements of
Section 13(a) or Section 15(d), as applicable, of the Securities Exchange Act of 1934, as amended; and
(ii) The information contained in the Report fairly presents, in all material respects, the financial condition and results of
operations of the Company.

Date: August 13, 2014

By:

/s/ Richard Chin

Name: Richard Chin, MD
Title: Chief Executive Officer

Exhibit 32.2

CERTIFICATION OF THE PRINCIPAL FINANCIAL OFFICER
Pursuant to 18 U.S.C. § 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, the undersigned officer of Kindred
Biosciences, Inc. (the “Company”) hereby certifies that, to his knowledge:
(i) The quarterly report on Form 10-Q for the period ended June 30, 2014 (the “Report”) fully complies with the requirements of
Section 13(a) or Section 15(d), as applicable, of the Securities Exchange Act of 1934, as amended; and
(ii) The information contained in the Report fairly presents, in all material respects, the financial condition and results of
operations of the Company.

Date: August 13, 2014

By:

/s/ Stephen S. Galliker

Name: Stephen S. Galliker
Title: Chief Financial Officer

