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Item 1. Financial Statements

Current assets:
Cash and cash equivalents
Short-term investments

PART I: FINANCIAL INFORMATION

MARVELL TECHNOLOGY GROUP LTD.
CONDENSED CONSOLIDATED BALANCE SHEETS
(Unaudited)

(In thousands, except par value)

ASSETS

Accounts receivable, net of allowances of $1,485 and $1,218

Inventory

Prepaid expenses and other current assets

Deferred income taxes

Total current assets
Property and equipment, net

Goodwill and acquired intangible assets

Other noncurrent assets

Total assets

Current liabilities:
Accounts payable
Accrued liabilities
Accrued employee compensation
Accrued acquisition costs
Income taxes payable
Deferred revenue
Capital lease obligations

Total current liabilities
Long-term liabilities

Total liabilities

Shareholders’ equity:

LIABILITIES AND SHAREHOLDERS’ EQUITY

Common stock, $0.002 par value; 242,000 shares authorized; 116,773 and 115,337 shares issued

and outstanding
Additional paid-in capital

Deferred stock-based compensation
Accumulated other comprehensive income

Accumulated deficit

Total shareholders’ equity

Total liabilities and shareholders’ equity

3

October 31, January 31,
2001 2001
$ 145,801 $ 184,128
64,441 39,935
45,833 37,543
24,979 30,924
14,668 7,717
3,762 3,762
299,484 304,009
35,081 31,184
1,787,315 2,100,839
16,006 11,454
$2,137,886 $2,447,486
$ 24,542 $ 24818
10,504 9,521
13,697 7,802
127 29,530
12,011 9,998
5,094 6,516
— 37
65,975 88,222
5,199 2,598
71,174 90,820
234 231
2,629,066 2,617,490
(15,854) (28,113)
1,511 19
(548,245) (232,961)
2,066,712 2,356,666
$2,137,886 $2,447,486
I I

See accompanying notes to condensed consolidated financial statements.
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MARVELL TECHNOLOGY GROUP LTD.

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(Unaudited)
(In thousands, except per share amounts)

Three Months Ended Nine Months Ended
October 31, October 31,
2001 2000 2001 2000
Net revenue $ 73,100 $36,212 $ 205,979 $98,051
Operating costs and expenses:
Cost of goods sold (1) 33,491 16,999 95,071 45,259
Research and development (1) 24,072 9,436 65,981 23,366
Selling and marketing (1) 9,980 5,702 29,628 15,381
General and administrative (1) 3,329 1,346 10,048 4,277
Amortization of stock-based compensation 4,051 2,143 12,259 6,627
Amortization of goodwill and acquired intangible assets 104,508 — 313,524 —
Total operating costs and expenses 179,431 35,626 526,511 94,910
Operating income (loss) (106,331) 586 (320,532) 3,141
Interest and other income, net 1,817 1,811 7,243 2,845
Income (loss) before income taxes (104,514) 2,397 (313,289) 5,986
Provision for income taxes 607 599 1,995 1,496
Net income (loss) $(105,121) $ 1,798 $(315,284) $ 4,490
I I I I
Net income (loss) per share:
Basic $ (092 $ 0.02 $ 77 $ 0.07
I I I I
Diluted $ (092 $ 0.02 $ 277) $ 0.05
Weighted average shares:
Basic 114,787 79,625 113,673 60,343
I I I I
Diluted 114,787 97,150 113,673 90,667
I I I I
(1) Excludes amortization of stock-based compensation as follows:
Cost of goods sold $ 80 $ 108 $ 243 $ 334
Research and development 2,653 874 8,028 2,702
Selling and marketing 716 1,037 2,167 3,207
General and administrative 602 124 1,821 384
$ 4,051 $ 2,143 $ 12,259 $ 6,627

See accompanying notes to condensed consolidated financial statements.
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MARVELL TECHNOLOGY GROUP LTD.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

Cash flows from operating activities:
Net income (loss)

Adjustments to reconcile net income (loss) to net cash provided by operating activities:

Depreciation and amortization
Amortization of stock-based compensation
Amortization of goodwill and acquired intangible assets
Changes in assets and liabilities:

Accounts receivable

Inventory

Prepaid expenses and other assets

Accounts payable

Accrued liabilities

Accrued employee compensation

Income taxes payable

Deferred revenue

Net cash provided by operating activities

Cash flows from investing activities:
Purchases of short-term investments
Maturities of short-term investments
Purchases of investments
Acquisition costs
Purchases of property and equipment
Purchases of technology licenses
Other

Net cash used in investing activities
Cash flows from financing activities:
Proceeds from the issuance of convertible preferred stock
Proceeds from the issuance of common stock
Repurchases of common stock
Principal payments on capital lease obligations

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

(Unaudited)
(In thousands)

Nine Months Ended
October 31,
2001 2000
$(315,284) $ 4,490
11,971 2,827
12,259 6,627
313,524 —
(8,290) (8,449)
5,945 (4,923)
(6,314) (6,542)
(276) 9,251
(684) 3,075
5,895 2,028
1,457 905
(1,422) 646
18,781 9,935
(38,283) —
19,025 —
(667) —
(29,403) —
(14,806) (7,985)
(2,666) —
(1,850) —
(68,650) (7,985)
— 403
11,691 96,928
(112) —
(37) (57)
11,542 97,274
(38,327) 99,224
184,128 16,600
$ 145,801 $115,824

See accompanying notes to condensed consolidated financial statements.
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MARVELL TECHNOLOGY GROUP LTD.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

1. The Company and its Significant Accounting Policies
The Company

Marvell Technology Group Ltd. (the “Company”), a Bermuda company, was incorporated on January 11, 1995. The Company designs, develops and markets
integrated circuits utilizing proprietary communications mixed-signal processing, or CMSP, and digital signal processing technologies for the communications
and storage markets. On January 21, 2001, the Company acquired Galileo Technology Ltd. (“Galileo”), an Israeli corporation. Galileo develops high-performance
communications internetworking and switching products for the broadband communications market.

Basis of presentation

The Company’s fiscal year is the 52- or 53-week period ending on the Saturday closest to January 31. In a 52-week year, each fiscal quarter consists of
13 weeks. The additional week in a 53-week year is added to the fourth quarter, making such quarter consist of 14 weeks. Fiscal year 2002 will be comprised of
53 weeks. For presentation purposes, the financial statements and notes refer to January 31 as the Company’s year-end and April 30, July 31 and October 31 as
the Company’s quarter-ends.

The unaudited interim condensed consolidated financial statements have been prepared on the same basis as the annual consolidated financial statements and,
in the opinion of management, reflect all adjustments, which include only normal recurring adjustments, necessary to present fairly the Company’s financial
position as of October 31, 2001, the results of its operations for the three and nine months ended October 31, 2001 and 2000, and its cash flows for the nine
months ended October 31, 2001 and 2000. These condensed consolidated financial statements and related notes are unaudited and should be read in conjunction
with the Company’s audited financial statements and related notes included in the Company’s 2001 Annual Report on Form 10-K. The results of operations for
the three and nine months ended October 31, 2001 are not necessarily indicative of the results that may be expected for any other interim period or for the full
fiscal year.

Revenue recognition

The Company recognizes revenue when persuasive evidence of an arrangement exists, delivery has occurred, the price is fixed or determinable and collection
is reasonably assured. Under these criteria, product revenue is generally recognized upon shipment of product to customers, net of accruals for estimated sales
returns and allowances. However, some of the Company’s sales are made through distributors under agreements allowing for price protection and rights of return
on product unsold by the distributors. Product revenue on sales made through distributors with rights of return is deferred until the distributors sell the product to
end customers. Development revenue is recognized under the percentage-of-completion method, with the associated costs included in research and development
expense.
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MARVELL TECHNOLOGY GROUP LTD.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(Unaudited)

Available-for-sale investments

The amortized cost and fair value of available-for-sale investments are presented in the following tables (in thousands):

Inventory

Gross Gross Estimated
Amortized Unrealized Unrealized Fair
As of October 31, 2001 Cost Gains Losses Value
Corporate debt securities $ 47,922 $ 568 $ 4 $ 48,486
State, county and municipal debt securities 13,164 12 — 13,176
Foreign government securities 12,740 — 97) 12,643
Equity securities 3,200 1,588 — 4,788
77,026 2,168 (101) 79,093
Less amounts classified as cash equivalents (14,652) — — (14,652)
Short-term investments $ 62,374 $2,168 $(101) $ 64,441
I I I I
Gross Gross Estimated
Amortized Unrealized Unrealized Fair
As of January 31, 2001 Cost Gains Losses Value
Corporate debt securities $ 41,832 $ 3 $— $ 41,835
State, county and municipal debt securities 27,699 16 — 27,715
Foreign government securities 13,888 — — 13,888
Equity securities — — — —
83,419 19 — 83,438
Less amounts classified as cash equivalents (43,503) — — (43,503)
Short-term investments $ 39,916 $19 $— $ 39,935

Inventory is stated at the lower of cost or market, cost being determined under the first-in, first-out method. Appropriate consideration is given to
obsolescence, excessive levels, deterioration and other factors in evaluating net realizable value. The components of inventory are presented in the following table

(in thousands):

October 31, January 31,
2001 2001
Work-in-process $17,666 $15,530
Finished goods 7,313 15,394
$24,979 $30,924
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MARVELL TECHNOLOGY GROUP LTD.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(Unaudited)

Net income (loss) per share

The Company reports both basic net income (loss) per share, which is based upon the weighted average number of common shares outstanding excluding
contingently issuable or returnable shares, and diluted net income (loss) per share, which is based on the weighted average number of common shares outstanding
and dilutive potential common shares. The computations of basic and diluted net income (loss) per share are presented in the following table (in thousands, except
per share amounts):

Three Months Ended Nine Months Ended
October 31, October 31,
2001 2000 2001 2000

Numerator:
Net income (loss) $(105,121) $ 1,798 $(315,284) $ 4,490
Denominator:
Weighted average shares of common stock outstanding 116,562 85,478 115,950 65,561
Less: unvested common shares subject to repurchase (1,775) (5,853) 2,277) (5,218)

Weighted average shares — basic 114,787 79,625 113,673 60,343
Effect of dilutive securities-
Unvested common shares subject to repurchase — 5,853 — 5,218
Convertible preferred stock and warrants — 4 — 14,847
Common stock options — 11,668 — 10,259

Weighted average shares — diluted 114,787 97,150 113,673 90,667
Basic net income (loss) per share $ (092 $ 0.02 $ 277) $ 0.07
Diluted net income (loss) per share $ (092 $ 0.02 $ (2.77) $ 0.05

I I I I

Options to purchase 22,710,895 common shares at a weighted average exercise price of $13.54 per share have been excluded from the computations of diluted
net loss per share for the three and nine months ended October 31, 2001 as their effect would have been anti-dilutive. Additionally, 1,775,000 and 2,277,000
common shares subject to repurchase by the Company have been excluded from the computations of diluted net loss per share for the three and nine months
ended October 31, 2001, respectively, as their effect would have been anti-dilutive.
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MARVELL TECHNOLOGY GROUP LTD.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(Unaudited)

Comprehensive income (loss)

The components of comprehensive income (loss), net of tax, are presented in the following table (in thousands):

Three Months Ended Nine Months Ended
October 31, October 31,

2001 2000 2001 2000

Net income (loss) $(105,121) $1,798 $(315,284) $4,490
Other comprehensive income:

Unrealized gains on available-for-sale investments 217 — 1,492 —

Total comprehensive income (loss) $(104,904) $1,798 $(313,792) $4,490

I I I I

Accumulated other comprehensive income, as presented on the accompanying condensed consolidated balance sheets, consists of the unrealized gains and
losses on available-for-sale investments, net of tax.

2. Acquisition

On January 21, 2001, the Company acquired all of the outstanding capital stock of Galileo Technology Ltd. in exchange for 29,110,455 shares of the
Company’s common stock and options to purchase 6,826,407 shares of the Company’s common stock. The acquisition was accounted for using the purchase
method of accounting, and the operating results of Galileo have been included in the Company’s consolidated financial statements from the date of acquisition.
The total purchase price was approximately $2.5 billion, and the allocation is presented in the following table (in thousands):

Net tangible assets $ 125,710
Intangible assets:
Goodwill 1,674,142
Developed technology 388,955
Trade name 33,241
Workforce 12,532
Deferred stock-based compensation 19,837
In-process research and development 234,874
Total $2,489,291

Goodwill is being amortized on a straight-line basis over its estimated economic life of five years. Other intangible assets are being amortized on a straight-
line basis over their estimated economic lives of between five and ten years. Deferred stock-based compensation, which relates to the intrinsic value of the
unvested Galileo stock options assumed, is being amortized on an accelerated basis over the remaining vesting period of the individual awards. In-process
research and development, which was determined based on an appraisal completed by an independent third party using established valuation techniques in the
high-technology industry, was expensed upon acquisition because technological feasibility had not been established and no future alternative uses existed.

9
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MARVELL TECHNOLOGY GROUP LTD.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(Unaudited)

The pro forma information below assumes that Galileo had been acquired at the beginning of fiscal 2001 and includes the effect of amortization of goodwill,
other intangible assets and deferred stock-based compensation from that date. The impact of charges for purchased in-process research and development has been
excluded. This data is presented for informational purposes only and is not necessarily indicative of the results of future operations or the results that would have
been achieved had the acquisition taken place on that date. The pro forma information is presented in the following table (in thousands, except per share
amounts):

Three Months Nine Months
Ended October Ended October
31, 2000 31, 2000
Net revenue $ 64,998 $ 171,307
Net loss $(98,610) $(302,370)
Basic net loss per share $ (0.91) $ (3.38)
Diluted net loss per share $ (0.91) $ (3.38)

3. Recent Accounting Pronouncements

In July 2001, the Financial Accounting Standards Board (“FASB”) issued Statement of Financial Accounting Standards No. 141 (“SFAS 141”), Business
Combinations. SFAS 141 requires the purchase method of accounting for business combinations initiated after June 30, 2001 and eliminates the pooling-of-
interests method. The Company adopted SFAS 141 on July 1, 2001, and the adoption did not have a significant impact on its financial position or results of
operations.

In July 2001, the FASB issued Statement of Financial Accounting Standards No. 142 (“SFAS 142”), Goodwill and Other Intangible Assets, which is effective
for fiscal years beginning after December 15, 2001. SFAS 142 requires, among other things, the discontinuance of goodwill amortization. In addition, the
standard includes provisions upon adoption for the reclassification of certain existing recognized intangibles as goodwill, reassessment of the useful lives of
existing recognized intangibles, reclassification of certain intangibles out of previously reported goodwill and the testing for impairment of existing goodwill and
other intangibles. The Company is currently assessing, but has not yet determined, the impact SFAS 142 will have on its financial position and results of
operations, although amortization of goodwill recorded in conjunction with the Company’s acquisition of Galileo will cease. Goodwill amortization for the three
and nine months ended October 31, 2001 was $83.7 million and $251.1 million, respectively. The Company will adopt SFAS 142 in the first quarter of fiscal
2003.

In October 2001, the FASB issued Statement of Financial Accounting Standards No. 144 (“SFAS 144”), Accounting for the Impairment or Disposal of Long-
Lived Assets, which is effective for fiscal years beginning after December 15, 2001. SFAS 144 supercedes SFAS 121, Accounting for the Impairment of Long-
lived Assets and Assets to be Disposed Of, and certain provisions of Accounting Principles Board Opinion No. 30, Reporting the Results of Operations-
Reporting the Effects of Disposal of a Segment of a Business, and Extraordinary, Unusual and Infrequently Occurring Events and Transactions. SFAS 144
requires that long-lived assets to be disposed of by sale, including discontinued operations, be measured at the lower of carrying amount or fair value less cost to
sell, whether reported in continuing operations or in discontinued operations. SFAS 144 also broadens the reporting requirements of discontinued operations to
include all components of an entity that have operations and cash flows that can be clearly distinguished, operationally and for financial reporting purposes, from
the rest of the entity. The Company is currently assessing, but has not yet determined, the impact SFAS 144 will have on its financial position and results of
operations. The Company will adopt SFAS 144 in the first quarter of fiscal 2003.

10
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MARVELL TECHNOLOGY GROUP LTD.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(Unaudited)

4. Contingencies

On July 31, 2001, a putative class action suit was filed against two investment banks that participated in the underwriting of the Company’s initial public
offering (“IPO”) on June 29, 2000. That lawsuit, which did not name the Company or any of its officers or directors as defendants, was filed in the United States
District Court for the Southern District of New York. Plaintiffs allege that the underwriters received “excessive” and undisclosed commissions and entered into
unlawful “tie-in” agreements with certain of their clients in violation of Section 10(b) of the Securities Exchange Act of 1934. Thereafter, on September 5, 2001,
a second putative class action was filed in the Southern District of New York relating to the Company’s IPO. In this second action, plaintiffs named three
underwriters as defendants and also named the Company and two of its officers and directors as defendants. Relying on many of the same allegations contained in
the initial complaint in which the Company was not named as a defendant, plaintiffs allege that the defendants violated various provisions of the Securities Act of
1933 and the Securities Exchange Act of 1934. In both actions, plaintiffs seek, among other items, unspecified damages, pre-judgment interest and reimbursement
of attorneys’ and experts’ fees. These two actions relating to the Company’s IPO have been, or are about to be, consolidated with hundreds of other lawsuits filed
by plaintiffs against approximately 40 underwriters and 200 issuers across the United States. To date, there have been no significant developments in the
consolidated litigation.

The Company believes that the claims asserted against Marvell and its officers and directors are without merit, and intends to defend these claims vigorously.
Based on currently available information, the Company does not believe that the ultimate disposition of the lawsuit naming Marvell and its officers will have a
material adverse impact on the Company’s business or financial condition.

5. Lease Commitment

In October 2001, the Company entered into a lease agreement with Yahoo! Inc. to lease a building in California consisting of approximately 213,000 square

feet. The lease commences on January 1, 2002 and continues through March 16, 2006. Total rent payments over the term of the lease will be approximately

$19.4 million.

11




Table of Contents

Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations

This Form 10-Q contains forward-looking statements within the meaning of Section 21E of the Securities Exchange Act of 1934 and Section 27A of the
Securities Act of 1933. These forward-looking statements involve a number of risks and uncertainties, including those identified in the section of this Form 10-Q
titled “Additional Factors That May Affect Future Results,” which could cause actual results to differ from those discussed in the forward-looking statements.
Forward-looking statements in this Form 10-Q are identified by words such as “believes,” “expects,” “anticipates,” “intends,” “estimates,” “should,” “will,”
“may” and similar expressions. In addition, any statements which refer to expectations, projections or other characterizations of future events or circumstances
are forward-looking statements. We undertake no obligation to release publicly the results of any revisions to these forward-looking statements that could occur
dfter the filing of this Form 10-Q. You are urged to review carefully our various disclosures in this Form 10-Q and our other reports filed with the SEC, including
our 2001 Annual Report on Form 10-K, that attempt to advise you of the risks and factors that may affect our business.

» <« » o«

Overview

We design, develop and market integrated circuits using proprietary communications mixed-signal and digital signal processing technology for the
communications and storage markets. Our products provide the critical interface between analog signals and the digital information used in computing and
communications systems and enable our customers to store and transmit digital information reliably and at high speeds. We were founded in 1995, and our
business has grown rapidly since inception. We are a fabless integrated circuit company, which means that we rely on independent, third-party contractors to
perform manufacturing, assembly and test functions. This approach allows us to focus on designing, developing and marketing our products and significantly
reduces the amount of capital we need to invest in manufacturing products. In January 2001, we acquired Galileo Technology Ltd. in a stock-for-stock transaction
for aggregate consideration of $2.5 billion. Galileo develops high-performance communications internetworking and switching products for the broadband
communications market. The acquisition has been accounted for using the purchase method of accounting, and the operating results of Galileo have been included
in our consolidated financial statements from the date of acquisition.

In the communications market, our products include Fast Ethernet and Gigabit Ethernet physical layer devices, switched Ethernet controllers and processors,
system controllers and wide area network communication controllers. We are also committing resources to the development of wireless local area network
products. Our primary customers for our communications products are leading manufacturers of high speed networking equipment.

In the storage market, our products include read channel devices and preamplifiers, as well as integrated products that incorporate the read channel, the disk
drive controller and embedded memory functions in one integrated circuit, known as a System-On-Chip. Our customers for our storage products are
manufacturers of hard disk drives for the enterprise, mobile and desktop markets. The storage market is highly competitive and is dominated by a small number
of large companies. These companies have historically experienced marginal profit levels from sales of their storage products and are under enormous pricing
pressure from their customers, which they typically pass through to their integrated circuit suppliers.

Historically, a relatively small number of customers have accounted for a significant portion of our revenue. For the nine months ended October 31, 2001,
approximately 56% of our net revenue was derived from sales to four customers, each of whom individually accounted for 10% or more of our net revenue during
this period. We expect to continue to experience significant customer concentration in future periods. In addition, a significant portion of our sales are made to
customers located outside of the United States, primarily in Asia. Sales to customers in Asia represented approximately 82% of our net revenue for the nine
months ended October 31, 2001. Because many manufacturers and manufacturing subcontractors of communications and storage devices are located in Asia, we
expect that a significant portion of our revenue will continue to be represented by sales to customers in that region. All of our sales to date have been denominated
in United States dollars.
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Our sales have historically been made on the basis of purchase orders rather than long-term agreements. In addition, the sales cycle for our products is long,
which may cause us to experience a delay between the time we incur expenses and the time revenue is generated from these expenditures. We expect to increase
our research and development, selling and marketing, and general and administrative expenditures as we seek to expand our operations. We anticipate that the rate
of new orders may vary significantly from quarter to quarter. Consequently, if anticipated sales and shipments in any quarter do not occur when expected,
expenses and inventory levels could be disproportionately high, and our operating results for that quarter and future quarters would be adversely affected.

Our fiscal year is the 52- or 53-week period ending on the Saturday closest to January 31. In a 52-week year, each fiscal quarter consists of 13 weeks. The
additional week in a 53-week year is added to the fourth quarter, making such quarter consist of 14 weeks. Fiscal year 2002 will be comprised of 53 weeks. For

presentation purposes, our financial statements and notes refer to January 31 as our year-end and April 30, July 31 and October 31 as our quarter-ends.

Results of Operations

The following table sets forth information derived from our condensed consolidated statements of operations expressed as a percentage of net revenue:

Three Months Ended Nine Months Ended
October 31, October 31,
2001 2000 2001 2000
Net revenue 100.0% 100.0% 100.0% 100.0%
Operating costs and expenses:
Cost of goods sold 45.8 46.9 46.2 46.2
Research and development 329 26.1 32.0 23.8
Selling and marketing 13.7 15.7 14.4 15.7
General and administrative 4.6 3.7 4.9 4.4
Amortization of stock-based compensation 5.5 5.9 5.9 6.8
Amortization of goodwill and acquired intangible assets 143.0 — 152.2 —
Total operating costs and expenses 245.5 98.3 255.6 96.9
Operating income (loss) (145.5) 1.7 (155.6) 3.1
Interest and other income, net 2.5 5.0 3.5 29
Income (loss) before income taxes (143.0) 6.7 (152.1) 6.0
Provision for income taxes (0.8) (1.7) (1.0) (1.5)
Net income (loss) (143.8)% 5.0% (153.1)% 4.5%
L] I I L]

Net Revenue. We recognize revenue when persuasive evidence of an arrangement exists, delivery has occurred, the price is fixed or determinable and
collection is reasonably assured. Under these criteria, product revenue is generally recognized upon shipment of product to our customers, net of accruals for
estimated sales returns and allowances. However, some of our sales are made through distributors under agreements allowing for price protection and rights of
return on product unsold by the distributors. Product revenue on sales made through distributors with rights of return is deferred until the distributors sell the
product to end customers. Development revenue is recognized under the percentage-of-completion method, with the associated costs included in research and
development expense.

Net revenue was $73.1 million for the three months ended October 31, 2001 compared to $36.2 million for the three months ended October 31, 2000. Net
revenue was $206.0 million for the nine months ended October 31, 2001 compared to $98.1 million for the nine months ended October 31, 2000. The increases in
net revenue reflect a significant increase in volume shipments of our communications products during the three and nine months ended October 31, 2001, in part
due to our acquisition of Galileo, as well as an increase in development revenue in the nine months ended October 31, 2001. The increases in net revenue also
reflect the commencement of volume shipments of our System-On-Chip storage products during the nine months ended October 31, 2001. Revenue from
communications products totaled $27.4 million in the third quarter of fiscal 2002 compared to $5.6 million in the third quarter of fiscal 2001 and totaled
$94.9 million in the first nine months of fiscal 2002 compared to $8.7 million in the first nine months of fiscal 2001. Revenue from storage

13




Table of Contents

products was $45.7 million in the third quarter of fiscal 2002 compared to $30.6 million in the third quarter of fiscal 2001 and was $111.1 million in the first nine
months of fiscal 2002 compared to $89.4 million in the first nine months of fiscal 2001. We expect that revenue from storage products for fiscal 2002 will
increase modestly from the level of revenue from storage products we reported in fiscal 2001. However, we expect significant growth in revenue from
communications products in fiscal 2002 compared to fiscal 2001, in part due to our acquisition of Galileo.

Cost of Goods Sold. Cost of goods sold consists primarily of the costs of manufacturing, assembly and test of integrated circuit devices and related overhead
costs, and compensation and associated costs relating to manufacturing support, logistics and quality assurance personnel. Gross margin, which is calculated as
net revenue less cost of goods sold, as a percentage of net revenue, increased to 54.2% in the three months ended October 31, 2001 from 53.1% in the three
months ended October 31, 2000. Gross margin was 53.8% in both the nine months ended October 31, 2001 and the nine months ended October 31, 2000. The
increase in gross margin in the third quarter of fiscal 2002 compared to the third quarter of fiscal 2001 was primarily due to higher margins on our storage
products which resulted from favorable manufacturing yields in the third quarter of fiscal 2002 as well as a shift in product mix to newer, higher-margin products.
In the first nine months of fiscal 2002, we experienced lower margins on sales of storage products than in the first nine months of fiscal 2001 primarily due to
product mix. These lower storage product margins were offset by an increase in the amount of development revenue recognized in the first nine months of fiscal
2002 compared to the first nine months of fiscal 2001, which resulted in our overall gross margins being flat between periods. The costs associated with
contracted development work are included in research and development expense. Our gross margins are primarily driven by product mix; however, our margins
may fluctuate in future periods due to, among other things, changes in the mix of products sold, increased pricing pressures from our customers and competitors,
and changes in the amount development revenue recognized.

Research and Development. Research and development expense consists primarily of compensation and associated costs relating to development personnel,
prototype costs, depreciation and amortization expense, and allocated occupancy costs for these operations. Research and development expense was
$24.1 million, or 32.9% of net revenue, for the three months ended October 31, 2001 compared to $9.4 million, or 26.1% of net revenue, for the three months
ended October 31, 2000. Research and development expense was $66.0 million, or 32.0% of net revenue, for the nine months ended October 31, 2001 compared
to $23.4 million, or 23.8% of net revenue, for the nine months ended October 31, 2000. The increase in research and development expense in absolute dollars in
the third quarter of fiscal 2002 compared to the third quarter of fiscal 2001 was primarily due to the hiring of additional development personnel and the addition
of Galileo’s development personnel which resulted in an increase in salary and related costs of $7.8 million, increased costs of $1.2 million for prototype and
related product tape-out costs for new product initiatives, increased depreciation and amortization expense of $2.1 million arising from purchases of property,
equipment and technology licenses and the additional depreciation expense recorded on Galileo’s property and equipment, and increased facility and other
allocated expenses of $1.3 million related to our expanding operations. The increase in research and development expense in absolute dollars in the first nine
months of fiscal 2002 compared to the first nine months of fiscal 2001 was primarily due to the hiring of additional development personnel and the addition of
Galileo’s development personnel which resulted in an increase in salary and related costs of $24.0 million, increased costs of $3.7 million for prototype and
related product tape-out costs for new product initiatives, increased depreciation and amortization expense of $5.6 million arising from purchases of property,
equipment and technology licenses and the additional depreciation expense recorded on Galileo’s property and equipment, and increased facility and other
allocated expenses of $5.1 million related to our expanding operations. We expect that research and development expense will increase in absolute dollars and as
a percentage of revenue in future periods as we develop new products, expand into new markets and technologies, and hire additional personnel.

Selling and Marketing. Selling and marketing expense consists primarily of compensation and associated costs relating to sales and marketing personnel,
sales commissions, promotional and other marketing expenses, and allocated occupancy costs for these operations. Selling and marketing expense was $10.0
million, or 13.7% of net revenue, for the three months ended October 31, 2001 compared to $5.7 million, or 15.7% of net revenue, for the three months ended
October 31, 2000. Selling and marketing expense was $29.6 million, or 14.4% of net revenue, for the nine months ended October 31, 2001 compared to $15.4
million, or 15.7% of net revenue, for the nine months ended October 31, 2000. The increase in selling and marketing expense in absolute dollars in
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the third quarter of fiscal 2002 compared to the third quarter of fiscal 2001 was primarily due to the hiring of additional sales and marketing personnel and the
addition of Galileo’s sales and marketing personnel which resulted in an increase in salary and related costs of $2.4 million, increased sales commissions of
$570,000 and increased facility and other allocated expenses of $1.0 million related to our expanding operations. The increase in selling and marketing expense in
absolute dollars in the first nine months of fiscal 2002 compared to the first nine months of fiscal 2001 was primarily due to the hiring of additional sales and
marketing personnel and the addition of Galileo’s sales and marketing personnel which resulted in an increase in salary and related costs of $7.1 million,
increased sales commissions of $1.8 million, and increased facility and other allocated expenses of $2.8 million related to our expanding operations. We expect
that selling and marketing expense will increase in absolute dollars in future periods as we hire additional sales and marketing personnel, expand our sales and
marketing efforts, particularly in the communications market, and pay increased sales commissions.

General and Administrative. General and administrative expense consists primarily of compensation and associated costs relating to general and
administrative personnel, fees for professional services and allocated occupancy costs for these operations. General and administrative expense was $3.3 million,
or 4.6% of net revenue, for the three months ended October 31, 2001 compared to $1.3 million, or 3.7% of net revenue, for the three months ended October 31,
2000. General and administrative expense was $10.0 million, or 4.9% of net revenue, for the nine months ended October 31, 2001 compared to $4.3 million, or
4.4% of net revenue, for the nine months ended October 31, 2000. The increase in general and administrative expense in absolute dollars in the third quarter of
fiscal 2002 compared to the third quarter of fiscal 2001 was primarily due to the hiring of additional administrative personnel and the addition of Galileo’s
administrative personnel which resulted in an increase in salary and related costs of $780,000 and increased legal and other professional fees of $430,000 due to
our expanding operations. The increase in general and administrative expense in absolute dollars in the first nine months of fiscal 2002 compared to the first nine
months of fiscal 2001 was primarily due to the hiring of additional administrative personnel and the addition of Galileo’s administrative personnel which resulted
in an increase in salary and related costs of $3.0 million and increased legal and other professional fees of $1.2 million due to our expanding operations. We
expect that general and administrative expense will remain relatively constant in absolute dollars in the fourth quarter of fiscal 2002 compared to the third quarter
of fiscal 2002 as we continue to focus on cost saving measures. Due to the current economic slowdown in the technology sector and existing market conditions,
we are currently unable to assess the trend of general and administrative expense beyond the fourth quarter of fiscal 2002. However, based upon our past
experience we expect that general and administrative expenses will increase in absolute dollars over the long term as we hire additional administrative personnel
and incur increased legal and other costs associated with our expanding operations.

Amortization of Stock-Based Compensation. We have recorded deferred stock-based compensation in connection with the grant of stock options to our
employees and directors prior to our initial public offering of common stock and in connection with the assumption of stock options as a result of our acquisition
of Galileo. Deferred stock-based compensation is being amortized using an accelerated method over the remaining option vesting period. Amortization of stock-
based compensation was $4.1 million, or 5.5% of net revenue, for the three months ended October 31, 2001 compared to $2.1 million, or 5.9% of net revenue, for
the three months ended October 31, 2000. Amortization of stock-based compensation was $12.3 million, or 5.9% of net revenue, for the nine months ended
October 31, 2001 compared to $6.6 million, or 6.8% of net revenue, for the nine months ended October 31, 2000. The increases in amortization expense in
absolute dollars in the third quarter and first nine months of fiscal 2002 compared to the third quarter and first nine months of fiscal 2001 primarily resulted from
additional amounts of deferred stock-based compensation being recorded in the fourth quarter of fiscal 2001 due to the assumption of stock options in connection
with our acquisition of Galileo.

Amortization of Goodwill and Acquired Intangible Assets. In connection with the acquisition of Galileo in the fourth quarter of fiscal 2001, we recorded
$1.7 billion of goodwill and $434.7 million of acquired intangible assets. Goodwill is being amortized over its estimated economic life of five years, and acquired
intangible assets are being amortized over their estimated economic lives of five to ten years. Goodwill and acquired intangible asset amortization expense was
$104.5 million, or 143.0% of net revenue, for the three months ended October 31, 2001 and was $313.5 million, or 152.2% of net revenue, for the nine months
ended October 31, 2001.

In July 2001, the FASB issued Statement of Financial Accounting Standards No. 142 (“SFAS 142”), Goodwill and Other Intangible Assets, which is effective
for fiscal years beginning after December 15, 2001.
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SFAS 142 requires, among other things, the discontinuance of goodwill amortization. In addition, the standard includes provisions upon adoption for the
reclassification of certain existing recognized intangibles as goodwill, reassessment of the useful lives of existing recognized intangibles, reclassification of
certain intangibles out of previously reported goodwill and the testing for impairment of existing goodwill and other intangibles. We will adopt SFAS 142 in
February 2002. As a result, we will discontinue amortization of goodwill at that time. Goodwill amortization for the three and nine months ended October 31,
2001 was $83.7 million and $251.1 million, respectively. We will also perform the first required impairment tests of goodwill and intangible assets under SFAS
142 in February 2002. We are currently assessing, but have not yet determined, the impact SFAS 142 will have on our financial position and results of operations.

Interest and Other Income, Net. Interest and other income, net consists primarily of interest earned on cash, cash equivalent and short-term investment
balances, offset by interest paid on capital lease obligations. Interest and other income, net was $1.8 million for the three months ended October 31, 2001 and the
three months ended October 31, 2000. Interest and other income, net was $7.2 million for the nine months ended October 31, 2001 compared to $2.8 million for
the nine months ended October 31, 2000. The increase in interest and other income, net in the first nine months of fiscal 2002 compared to the first nine months
of fiscal 2001 was due to interest being earned on higher invested cash balances. The net proceeds from our initial public offering of common stock in June 2000,
as well as the net cash received as a result of our acquisition of Galileo in January 2001, contributed to this increase in invested cash balances. In the third quarter
of fiscal 2002, compared to the third quarter of fiscal 2001, the effect of having higher invested cash balances was offset by an overall decline in interest rates.

Provision for Income Taxes. Our effective tax rate was (1)% for the three and nine months ended October 31, 2001 compared to 25% for the three and nine
months ended October 31, 2000. Our effective rates for the third quarter and first nine months of fiscal 2002 were affected by stock-based compensation expense
as well as non-deductible expenses relating to our acquisition of Galileo in the fourth quarter of fiscal 2001, which was recorded using the purchase method of
accounting. Excluding the effect of stock-based compensation expense and non-deductible, acquisition-related expenses, our effective tax rate for the third quarter
and first nine months of fiscal 2002 was 15%. Our effective tax rate has decreased to 15% in the third quarter and first nine months of fiscal 2002 from 25% in the
third quarter and first nine months of fiscal 2001 as a result of our acquisition of Galileo in the fourth quarter of fiscal 2001. A substantial majority of Galileo’s
pretax income is generated in Israel, where Galileo’s operations have Approved Enterprise Status. This status provides us with a tax holiday on undistributed
Israeli income. We anticipate that we will start paying some income tax on operations in Israel beginning in 2004.

Liquidity and Capital Resources

Our principal source of liquidity as of October 31, 2001 consisted of $210.2 million of cash, cash equivalents and short-term investments. We raised net
proceeds of $94.0 million through our initial public offering in June 2000. In addition, we received $70.0 million of cash and cash equivalents and $39.9 million
of short-term investments, before acquisition costs, as a result of our acquisition of Galileo in January 2001.

Net cash provided by operating activities was $18.8 million for the nine months ended October 31, 2001 and $9.9 million for the nine months ended
October 31, 2000. The cash inflow from operations in the first nine months of fiscal 2002 was primarily a result of our generation of income during the period
(excluding the non-cash impact of depreciation and amortization expenses), a decrease in inventory and an increase in accrued employee compensation, partially
offset by increases in accounts receivable, prepaid expenses and other assets. The cash inflow from operations in the first nine months of fiscal 2001 was
primarily due to our generation of income during the period (excluding the non-cash impact of depreciation and amortization expenses) and increases in accounts
payable, accrued liabilities and accrued employee compensation, partially offset by increases in accounts receivable, inventory, prepaid expenses and other assets.
Due to the nature of our business, we experience working capital needs for accounts receivable and inventory. We typically bill customers on an open account
basis with net 30-day payment terms. If our sales levels were to increase, it is likely that our levels of accounts receivable would also increase. Our levels of
accounts receivable would also increase if customers delayed their payments. Additionally, in order to maintain an adequate supply of product for our customers,
we must carry a certain level of inventory. Our inventory level may vary based primarily upon orders received from our customers and our forecast of demand for
these products. Other considerations in determining inventory
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levels may include the product life cycle stage of our products and competitive situations in the marketplace. Such considerations are balanced against risk of
obsolescence or potentially excess inventory levels.

Net cash used in investing activities was $68.7 million for the nine months ended October 31, 2001 and $8.0 million for the nine months ended October 31,
2000. The net cash used in investing activities in the first nine months of fiscal 2002 was primarily due to the payment of $29.4 million of accrued acquisition
costs relating to our acquisition of Galileo, purchases of property and equipment of $14.8 million and purchases of short-term investments of $38.3 million,
partially offset by the proceeds from maturities of short-term investments of $19.0 million. The net cash used in investing activities in the first nine months of
fiscal 2001 was due to purchases of property and equipment of $8.0 million.

Net cash provided by financing activities was $11.5 million for the nine months ended October 31, 2001 and $97.3 million for the nine months ended
October 31, 2000. In the first nine months of fiscal 2002, net cash provided by financing activities was attributable to proceeds from the issuance of common
stock under our stock option plans and our employee stock purchase plan. In the first nine months of fiscal 2001, net cash provided by financing activities resulted
from the proceeds of our initial public offering of common stock in June 2000 as well as proceeds from the exercise of stock options.

Our relationships with the foundries we utilize allow us to cancel all outstanding purchase orders, provided we pay the foundries for all expenses they have
incurred in connection with our purchase orders through the date of cancellation. As of October 31, 2001, our foundries had incurred approximately $14.6 million
of manufacturing expenses on our outstanding purchase orders.

In October 2001, we entered into a lease agreement with Yahoo! Inc. to lease a building in California consisting of approximately 213,000 square feet. The
lease commences on January 1, 2002 and continues through March 16, 2006. Total rent payments over the term of the lease will be approximately $19.4 million.
In February 2002, we intend to consolidate our three existing facilities in California into this new building. The lease on one of our existing facilities expires in
February 2002, but we will have ongoing, non-cancelable leases for the two other facilities. We are currently attempting to secure subtenants for the remainder of
our lease terms for these two facilities. If we are not successful in subleasing these two facilities at rates that will cover our lease cost, we will be required to
record a period charge for the difference between the total actual or estimated sublease income and our lease cost. In addition, we will continue to be required to
pay the full amount of our contracted lease payments while the facilities are vacant or while they are subleased at lesser rates.

We believe that our existing cash, cash equivalent and investment balances and cash generated by operations are sufficient to meet our capital requirements for
at least the next 12 months. After this period, capital requirements will depend on many factors, including our rate of sales growth, market acceptance of our
products, costs of securing access to adequate manufacturing capacity, the timing and extent of research and development projects and increases in operating
expenses. To the extent that our existing cash, cash equivalent and investment balances and cash generated by operations are insufficient to fund our future
activities, we may need to raise additional funds through public or private debt or equity financing. Although we currently are not a party to any agreement or
letter of intent with respect to a potential acquisition or strategic arrangement, we may enter into acquisitions or strategic arrangements in the future, which could
also require us to seek additional debt or equity financing. Additional funds may not be available on terms favorable to us or at all.

Recent Accounting Pronouncements

In July 2001, the Financial Accounting Standards Board (“FASB”) issued Statement of Financial Accounting Standards No. 141 (“SFAS 141”), Business
Combinations. SFAS 141 requires the purchase method of accounting for business combinations initiated after June 30, 2001 and eliminates the pooling-of-
interests method. We adopted SFAS 141 on July 1, 2001, and the adoption did not have a significant impact on our financial position or results of operations.

In July 2001, the FASB issued Statement of Financial Accounting Standards No. 142 (“SFAS 142”), Goodwill and Other Intangible Assets, which is effective
for fiscal years beginning after December 15, 2001. SFAS 142 requires, among other things, the discontinuance of goodwill amortization. In addition, the
standard
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includes provisions upon adoption for the reclassification of certain existing recognized intangibles as goodwill, reassessment of the useful lives of existing
recognized intangibles, reclassification of certain intangibles out of previously reported goodwill and the testing for impairment of existing goodwill and other
intangibles. We are currently assessing, but have not yet determined, the impact SFAS 142 will have on our financial position and results of operations, although
amortization of goodwill recorded in conjunction with our acquisition of Galileo will cease. Goodwill amortization for the three and nine months ended

October 31, 2001 was $83.7 million and $251.1 million, respectively. We will adopt SFAS 142 in the first quarter of fiscal 2003.

In October 2001, the FASB issued Statement of Financial Accounting Standards No. 144 (“SFAS 144”), Accounting for the Impairment or Disposal of Long-
Lived Assets, which is effective for fiscal years beginning after December 15, 2001. SFAS 144 supercedes SFAS 121, Accounting for the Impairment of Long-
lived Assets and Assets to be Disposed Of, and certain provisions of Accounting Principles Board Opinion No. 30, Reporting the Results of Operations-
Reporting the Effects of Disposal of a Segment of a Business, and Extraordinary, Unusual and Infrequently Occurring Events and Transactions. SFAS 144
requires that long-lived assets to be disposed of by sale, including discontinued operations, be measured at the lower of carrying amount or fair value less cost to
sell, whether reported in continuing operations or in discontinued operations. SFAS 144 also broadens the reporting requirements of discontinued operations to
include all components of an entity that have operations and cash flows that can be clearly distinguished, operationally and for financial reporting purposes, from
the rest of the entity. We are currently assessing, but have not yet determined, the impact SFAS 144 will have on our financial position and results of operations.
We will adopt SFAS 144 in the first quarter of fiscal 2003.

Additional Factors That May Affect Future Results

In addition to the factors discussed in the “Overview” and “Liquidity and Capital Resources” sections of this “Management’s Discussion and Analysis of
Financial Condition and Results of Operations,” the following additional factors may affect our future results. Many of these factors are beyond our control,
including business cycles and seasonal trends of the computing, semiconductor and related industries.

We have experienced a recent slowdown in the worldwide economy which has negatively affected our revenues and our results of operations in fiscal 2002. If
economic conditions worsen, our revenues and results of operations in the remainder of fiscal 2002 and beyond will be materially and adversely affected.

Over the last several months there has been a slowdown in worldwide economies, including the United States, that has resulted in delays of new orders for our
products as well as reschedules of existing orders. This slowdown has been brought about by a number of factors, including concerns about inflation, decreased
consumer confidence and reports of reduced corporate profits. If economic conditions worsen, our revenues and results of operations in the remainder of fiscal
2002 and beyond will be materially and adversely affected.

We have depended on sales of our storage products, system controllers and Ethernet LAN controllers for a significant portion of our revenue to date.
Significant reductions in orders for these products, or the devices into which such products are incorporated, would significantly reduce our net revenue.

A significant portion of our revenue to date has been derived from sales of our storage products. In fiscal 2000 and 2001, we experienced rapid growth in sales
of our storage products; however, we anticipate that our sales for these products in fiscal 2002 will increase modestly from the level of sales we reported for these
products in fiscal 2001.

Our storage products are incorporated into storage devices by our customers primarily for sale to the personal computer and computer server markets. Any
reduction in the demand for storage devices that incorporate our products would result in reduced demand for our products and would harm our sales. The storage

market is rapidly evolving and is subject to substantial fluctuation. For example, the storage market may be affected by:
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+ shifts in market share among storage device manufacturers, driven by technological advances, price reductions, the level of end-user satisfaction with the
storage devices and the level of support provided to the end-users; and

* fluctuations in the market for computing devices and products containing storage devices.

In addition, a significant portion of our revenue to date has been derived from sales of system controllers and switched Ethernet LAN controllers, and we
expect that a significant portion of our revenues will continue to come from these products.

Unless we are able to diversify our sales through increased sales of our existing broadband communications products and the introduction of new broadband
communications and integrated storage products, we will continue to be dependent on sales of our storage, system controller and switched Ethernet LAN
controller products.

We depend on a small number of large customers for a significant portion of our sales. The loss of, or a significant reduction or cancellation in sales to, any
key customer would significantly reduce our revenues.

For the nine months ended October 31, 2001, approximately 56% of our net revenue was derived from sales to four customers, each of whom individually
accounted for 10% or more of our net revenue during this period. In fiscal 2001, approximately 67% of our net revenue was derived from sales to three customers
who individually accounted for 10% or more of our net revenue, and in fiscal 2000, approximately 98% of our net revenue was derived from sales to five
customers who individually accounted for 10% or more of our net revenue. Sales to our largest customers have fluctuated significantly from period to period
primarily due to the timing and number of design wins with each customer, as well as the continued diversification of our customer base as we expand into new
markets, and will likely continue to fluctuate dramatically in the future. The loss of any of our largest customers, a significant reduction in sales we make to them,
or any problems we encounter collecting amounts from them would likely seriously harm our results of operations and financial condition. Our operating results
in the foreseeable future will continue to depend on sales to a relatively small number of customers, as well as the ability of these customers to sell products that
incorporate our products. In the future, these customers may decide not to purchase our products at all, to purchase fewer products than they did in the past, or to
alter their purchasing patterns in some other way, particularly because:

» we do not have any long-term purchase arrangements or contracts with these or any of our other customers or exclusive arrangements with any customers;

+ substantially all of our sales are made on a purchase order basis, which permits our customers to cancel, change or delay product purchase commitments
with little or no notice to us and without penalty; and

* our customers purchase integrated circuits from our competitors.
Our customers may also discontinue sales in the markets for which they purchase our products.

If we are unable to develop new and enhanced products that achieve market acceptance in a timely manner, our operating results and competitive position
will be harmed.

Our future success will depend on our ability, in a timely and cost-effective manner, to develop new products for the broadband communications market and to
introduce enhancements to our products for the storage market. We must also achieve market acceptance for these products and enhancements. If we do not
successfully develop and achieve market acceptance for new and enhanced products, our ability to maintain or increase revenues will suffer. The development of
our products is highly complex. We occasionally have experienced delays in completing the development and introduction of new products and product
enhancements, and we could experience delays in the future. In particular, we have a limited history in developing products for the broadband communications
market and may encounter technical difficulties in developing 10 Gigabit Ethernet fiber-optic or other products for this market that could prevent or delay the
successful introduction of these products. Unanticipated problems in developing broadband communications products could also divert
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substantial engineering resources, which may impair our ability to develop new products and enhancements for the storage market, and could substantially
increase our costs. Even if the new and enhanced products are introduced to the market, we may not be able to achieve market acceptance of these products in a
timely manner.

Successful product development and market acceptance of our products depends on a number of factors, including:
+ timely and cost-effective completion and introduction of new product designs;
+ adoption of our products by customers that are among the first to adopt new technologies and by customers perceived to be market leaders;
+ timely qualification and certification of our products for use in our customers’ products;
+ the level of acceptance of our products by existing and potential customers;
+ cost and availability of foundry, assembly and testing capacity;
+ availability, price, performance, power, use and size of our products and competing products and technologies;
* our customer service and support capabilities and responsiveness;
+ successful development of our relationships with existing and potential customers and strategic partners; and
+ our ability to predict and respond to changes in technology, industry standards or end-user preferences.
Our acquisition of Galileo and any future acquisitions could harm our operating results and share price.

We expect to continue to make acquisitions of, and investments in, businesses that offer complementary products, services and technologies, augment our
market segment coverage, or enhance our technological capabilities. These acquisitions could materially adversely affect our operating results as a result of
possible concurrent issuances of dilutive equity securities. In addition, the purchase price of such acquired businesses may exceed the current fair values of the net
tangible assets of the acquired businesses. As a result, we would be required to record material amounts of goodwill and other intangible assets, which could
result in significant amortization or impairment charges in future periods. These charges, in addition to the results of operations of such acquired businesses, could
have a material adverse effect on our business, financial condition and results of operations. We cannot forecast the number, timing or size of future acquisitions,
or the effect that any such acquisitions might have on our operating or financial results.

We acquired Galileo Technology Ltd. on January 21, 2001. We accounted for this acquisition using the purchase method of accounting, and the results of
Galileo’s operations are included in our consolidated financial statements from the date of acquisition. The excess of cost over the fair value of the net tangible
assets acquired from our acquisition of Galileo has been recorded as goodwill, other intangible assets and deferred stock-based compensation, all of which are
currently being amortized by charges to operations. The acquisition of Galileo resulted in goodwill of approximately $1.7 billion, other intangible assets of
approximately $434.7 million and deferred stock-based compensation of approximately $19.8 million. Goodwill is being amortized over its estimated economic
life of five years, other intangible assets are being amortized over their estimated economic lives of between five and ten years, and deferred stock-based
compensation is being amortized over the remaining option vesting periods of no more than four years. We will record significant amounts of amortization
expense over the estimated economic lives of these intangible assets and over the remaining option vesting periods, which will have a significant negative impact

on our operating results and could cause our stock price to decline.
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Under current generally accepted accounting principles, we are required to review our intangible assets for impairment whenever events or changes in
circumstances indicate that the carrying value of these assets may not be recoverable. Over the last several months, there has been a slowdown in worldwide
economies, including the United States, which has affected our business. End customers for our products have slowed their purchases of next-generation
technology and have delayed or rescheduled existing orders for products that incorporate our technology. If such trends continue or if other presently unforeseen
events or changes in circumstances arise which indicate that the carrying value of our intangible assets may not be recoverable, we will be required to perform an
impairment review of these assets, which have a carrying value of approximately $1.8 billion as of October 31, 2001. An impairment review could result in a
write-down of these assets to their fair values. In light of the large carrying value associated with our intangible assets, any write-down of these assets may result
in a significant charge to our statement of operations in the period any impairment is determined.

We may not successfully complete the integration of our business operations with those of Galileo, which could harm our operating results and share price.

Integrating the operations of Galileo with ours is a difficult, time consuming and costly task. While we have begun the process of integrating several of our
operations with those of Galileo, the completion of that integration may distract management from our day-to-day business. We must successfully integrate,
among other things:

 product offerings;

» product development, sales and marketing;
» research and development; and

+ management information systems.

Among the challenges in integrating the companies is demonstrating to our respective customers that the acquisition has not and will not result in an adverse
change in business focus and persuading the companies’ personnel that the business cultures are compatible. In addition, Galileo operates in some locations in
which we did not otherwise operate. Therefore, to successfully integrate Galileo’s operations, we will need to retain management, key employees and business
partners of Galileo. If we are not able to effectively complete the integration of our operations, technology and personnel in a timely and efficient manner, we will
not realize the benefits we expected from the acquisition. In particular, if the integration is not successful:

* our operating results may be harmed;
* we may lose key personnel;
* we may not be able to retain or expand our market position; and

+ the market price of our common stock may decline.

Galileo is incorporated under the laws of, and its principal offices are located in, the State of Israel and therefore its business operations may be harmed by
adverse political, economic and military conditions affecting Israel.

Galileo is both incorporated under the laws of and has its principal offices in the State of Israel. In addition, Galileo maintains its research and development
operations in Israel. Thus, Galileo is directly influenced by the political, economic and military conditions affecting Israel. Any major hostilities involving or
within Israel could disrupt Galileo’s research and development and other business operations. For example, continued hostilities between Israel and the
Palestinian Authority in recent months caused substantial political unrest, which could lead to a potential economic downturn in Israel. Also, the interruption or
curtailment of trade between Israel and its present trading partners or a significant downturn in the economic or financial condition of
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Israel could reduce Galileo’s sales and its financial results. A number of countries restrict business with Israel or Israeli companies, and if the countries in which
Galileo’s customers or potential customers conduct their businesses adopt restrictive laws or policies toward Israel or Israeli businesses this could harm Galileo’s
ability to retain or increase its sales.

We are a relatively small company with limited resources compared to some of our current and potential competitors, and we may not be able to compete
effectively and increase or maintain revenues and market share.

We may not be able to compete successfully against current or potential competitors. If we do not compete successfully, our market share and revenues may
not increase or may decline. In addition, most of our current and potential competitors have longer operating histories, significantly greater resources and name
recognition and a larger base of customers than us. As a result, these competitors may have greater credibility with our existing and potential customers.
Moreover, our competitors may foresee the course of market developments more accurately than us. They also may be able to adopt more aggressive pricing
policies and devote greater resources to the development, promotion and sale of their products than us, which would allow them to respond more quickly than us
to new or emerging technologies or changes in customer requirements. In addition, new competitors or alliances among existing competitors could emerge. We
expect to face competition in the future from our current competitors, other manufacturers and designers of integrated circuits, and innovative start-up integrated
circuit design companies. Many of our customers are also large, established integrated circuit suppliers. Our sales to and support of such customers may enable
them to become a source of competition to us, despite our efforts to protect our intellectual property rights.

As we have entered the broadband communications market, we have faced competition from a number of additional competitors who have a longer history of
serving that market. Many of these competitors have established reputations in that market and long-standing relationships with the customers to whom we intend
to sell our products that could prevent us from competing successfully. Competition could increase pressure on us to lower our prices and lower our margins.

Due to our limited operating history, we may have difficulty in accurately predicting our future sales and appropriately budgeting for our expenses, and we
may not be able to maintain our existing growth rate.

We were incorporated in 1995 and did not begin generating any meaningful sales until June 1998. This limited operating experience, combined with the
rapidly changing nature of the markets in which we sell our products, limits our ability to accurately forecast quarterly and annual sales. Additionally, because
many of our expenses are fixed in the short term or incurred in advance of anticipated sales, we may not be able to decrease our expenses in a timely manner to
offset any shortfall of sales. We are currently expanding our staffing and increasing our expense levels in anticipation of future sales growth. If our sales do not
increase as anticipated, significant losses could result due to our higher expense levels.

Although we have experienced sales and earnings growth in prior quarterly and annual periods, we may not be able to sustain these growth rates, particularly
in the period of economic slowdown we are currently experiencing. Accordingly, you should not rely on the results of any prior quarterly or annual periods as an
indication of our future performance.

Because we do not have long-term commitments from our customers, we must estimate customer demand, and errors in our estimates can have negative
effects on our inventory levels, sales and operating results.

Our sales are made on the basis of individual purchase orders rather than long-term purchase commitments. In addition, our customers may cancel or defer
purchase orders. We have historically placed firm orders for products with our suppliers up to 16 weeks prior to the anticipated delivery date and typically prior to
receiving an order for the product. Therefore, our order volumes are based on our forecasts of demand from our customers. This process requires us to make
multiple demand forecast assumptions, each of which may introduce error into our estimates. If we overestimate customer demand, we may allocate resources to
manufacturing products that we may not be able to sell when we expect or at all. As a result, we would have excess inventory, which would harm our financial
results. Conversely, if we underestimate customer demand or
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if insufficient manufacturing capacity is available, we would forego revenue opportunities, lose market share and damage our customer relationships. On
occasion, we have been unable to adequately respond to unexpected increases in customer purchase orders, and therefore, were unable to benefit from this
increased demand.

We rely on independent foundries and subcontractors for the manufacture, assembly and testing of our integrated circuit products, and the failure of any of
these third-party vendors to deliver products or otherwise perform as requested could damage our relationships with our customers, decrease our sales and
limit our growth.

We do not have our own manufacturing, assembly or testing facilities. Therefore, we must rely on third-party vendors to manufacture, assemble and test the
products we design. We currently rely on Taiwan Semiconductor Manufacturing Company to produce substantially all of our integrated circuit products. We also
currently rely on Taiwan Semiconductor and other third-party assembly and test subcontractors to assemble, package and test our products. If these vendors do
not provide us with high quality products and services in a timely manner, or if one or more of these vendors terminates its relationship with us, we may be unable
to obtain satisfactory replacements to fulfill customer orders on a timely basis, our relationships with our customers could suffer, our sales could decrease and our
growth could be limited. Other significant risks associated with relying on these third-party vendors include:

* our customers or their customers may fail to approve or delay approving our selected supplier;
» we have reduced control over product cost, delivery schedules and product quality;

+ the warranties on wafers or products supplied to us are limited; and

» we face increased exposure to potential misappropriation of our intellectual property.

We currently do not have long-term supply contracts with any of our third-party vendors. Therefore, they are not obligated to perform services or supply
products to us for any specific period, in any specific quantities, or at any specific price, except as may be provided in a particular purchase order. None of our
third-party foundry or assembly and test subcontractors have provided contractual assurances to us that adequate capacity will be available to us to meet future
demand for our products. These foundries may allocate capacity to the production of other companies’ products while reducing deliveries to us on short notice. In
particular, foundry customers that are larger and better financed than us or that have long-term agreements with these foundries may cause these foundries to
reallocate capacity to those customers, decreasing the capacity available to us. If we need another integrated circuit foundry or assembly and test subcontractor
because of increased demand or the inability to obtain timely and adequate deliveries from our providers at the time, we might not be able to develop
relationships with other vendors who are able to satisfy our requirements. Even if other integrated circuit foundries or assembly and test subcontractors are
available at that time to satisfy our requirements, it would likely take several months to acquire a new provider. Such a change may also require the approval of
our customers, which would take time to effect and could cause our customers to cancel orders or fail to place new orders.

If our foundries do not achieve satisfactory yields or quality, our relationships with our customers and our reputation will be harmed.

The fabrication of integrated circuits is a complex and technically demanding process. Our foundries have from time to time experienced manufacturing
defects and reduced manufacturing yields. Changes in manufacturing processes or the inadvertent use of defective or contaminated materials by our foundries
could result in lower than anticipated manufacturing yields or unacceptable performance. Many of these problems are difficult to detect at an early stage of the
manufacturing process and may be time consuming and expensive to correct. Poor yields from our foundries, or defects, integration issues or other performance
problems in our products could cause us significant customer relations and business reputation problems, harm our financial results and result in financial or other
damages to our customers. Our customers could also seek damages from us for their losses. A product liability claim brought against us, even if unsuccessful,
would likely be time consuming and costly to defend. In addition, defects in our existing or new products could result in significant
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warranty, support and repair costs, and divert the attention of our engineering personnel from our product development efforts.

We depend on key personnel with whom we do not have employment agreements to manage our business, and if we are unable to retain our current
personnel and hire additional personnel, our ability to develop and successfully market our products could be harmed.

We believe our future success will depend in large part upon our ability to attract and retain highly skilled managerial, engineering and sales and marketing
personnel. The loss of any key employees or the inability to attract or retain qualified personnel, including engineers and sales and marketing personnel, could
delay the development and introduction of, and harm our ability to sell, our products. We believe that our future success is highly dependent on the contributions
of Sehat Sutardja, our co-founder, President and Chief Executive Officer; Pantas Sutardja, our co-founder, Vice President and Chief Technology Officer of
Marvell Semiconductor; and Weili Dai, our co-founder, Executive Vice President and Executive Vice President of the Communications Business Group of
Marvell Semiconductor. We do not have employment contracts with these or any other key personnel, and their knowledge of our business and industry would be
extremely difficult to replace.

There is currently a shortage of qualified technical personnel with significant experience in the design, development, manufacture, marketing and sales of
integrated circuits for use in communications products. In particular, there is a shortage of engineers who are familiar with the intricacies of the design and
manufacture of products based on analog technology, and competition for these engineers is intense. Our key technical personnel represent a significant asset and
serve as the source of our technological and product innovations. We may not be successful in attracting and retaining sufficient numbers of technical personnel to
support our anticipated growth.

Our rapid growth has strained our resources and our inability to manage any future growth could harm our profitability.

Our rapid growth has placed, and any future growth of our operations will continue to place, a significant strain on our management personnel, systems and
resources. We anticipate that we will need to implement a variety of new and upgraded operational and financial systems, procedures and controls, including the
improvement of our accounting and other internal management systems. We also expect that we will need to continue to expand, train, manage and motivate our
workforce. All of these endeavors will require substantial management effort. If we are unable to effectively manage our expanding operations, our operating
results could be harmed.

If we are not successful in subleasing our unused office space at rates that will cover our lease cost, we will be required to record a period charge for the
difference between the total actual or estimated sublease income and our lease cost.

In October 2001, we entered into a lease agreement with Yahoo! Inc. to lease a building in California consisting of approximately 213,000 square feet. The
lease commences on January 1, 2002 and continues through March 16, 2006. Total rent payments over the term of the lease will be approximately $19.4 million.
In February 2002, we intend to consolidate our three existing facilities in California into this new building. The lease on one of our existing facilities expires in
February 2002, but we will have ongoing, non-cancelable leases for the two other facilities. We are currently attempting to secure subtenants for the remainder of
our lease terms for these two facilities. If we are not successful in subleasing these two facilities at rates that will cover our lease cost, we will be required to
record a period charge for the difference between the total actual or estimated sublease income and our lease cost. In addition, we will continue to be required to
pay the full amount of our contracted lease payments while the facilities are vacant or while they are subleased at lesser rates.

As a result of this relocation, we may also incur significant additional costs for capital expenditures for construction of tenant improvements and for moving
expenses. This relocation could also result in temporary disruptions of operations and diversion of management’s attention and resources.
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We face foreign business, political and economic risks, which may harm our results of operations, because a majority of our products and our customers’
products are manufactured and sold outside of the United States.

A substantial portion of our business is conducted outside of the United States and, as a result, we are subject to foreign business, political and economic risks.
All of our products are manufactured outside of the United States. Our current qualified integrated circuit foundries are located in the same region within Taiwan,
and our primary assembly and test subcontractors are located in the Pacific Rim region. In addition, many of our customers are located outside of the United
States, primarily in Asia, which further exposes us to foreign risks. Sales to customers located in Asia represented approximately 82% of our net revenue in the

first nine months of fiscal 2002 and represented approximately 92% and 99% of our net revenue in fiscal 2001 and 2000, respectively.

We anticipate that our manufacturing, assembly, testing and sales outside of the United States will continue to account for a substantial portion of our
operations and revenue in future periods. Accordingly, we are subject to international risks, including:

« difficulties in obtaining domestic and foreign export, import and other governmental approvals, permits and licenses;

+ compliance with foreign laws;

« difficulties in staffing and managing foreign operations;

+ trade restrictions or higher tariffs;

« transportation delays;

« difficulties of managing distributors, especially because we expect to continue to increase our sales through international distributors;

+ political and economic instability, including hostilities and political unrest, boycotts, curtailment of trade and other business restrictions; and

+ inadequate local infrastructure.

Because all of our sales to date have been denominated in United States dollars, increases in the value of the United States dollar will increase the price of our
products so that they become relatively more expensive to customers in the local currency of a particular country, potentially leading to a reduction in sales and
profitability for us in that country. A portion of our international revenue may be denominated in foreign currencies in the future, which will subject us to risks

associated with fluctuations in exchange rates for those foreign currencies.

In the past, the State of California has experienced electricity shortages which have resulted in corresponding increases in prices and rolling blackouts. If
electricity shortages occur in the future, our research and development and other operations may be negatively affected.

In the past, the State of California has experienced electricity shortages which have resulted in corresponding increases in prices and rolling blackouts. During
fiscal 2001, this resulted in one instance in which we were subjected to a “rolling blackout.” When we are subjected to rolling blackouts, all electricity to our
facilities is cut off and we are unable to use our computers, telephones and other equipment that is critical to our research and development and other functions.
Some of our customers who have operations in California were also negatively affected by the electricity shortage. If we are subjected to a series of rolling
blackouts or to a single extended rolling blackout as a result of any future electricity shortages in California, our research and development and other operations
will be negatively affected.
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Our third-party foundries and subcontractors are concentrated in Taiwan and elsewhere in the Pacific Rim, an area subject to significant earthquake risks.
Any disruption to the operations of these foundries and subcontractors resulting from earthquakes or other natural disasters could cause significant delays in
the production or shipment of our products.

Substantially all of our products are produced by Taiwan Semiconductor Manufacturing Company, which is located in Taiwan. Currently our only alternative
manufacturing source is also located in Taiwan. In addition, substantially all of our assembly and testing facilities are located in Singapore, Taiwan and the
Philippines. The risk of an earthquake in Taiwan and elsewhere in the Pacific Rim region is a significant risk due to the proximity of major earthquake fault lines
to the facilities of our foundries and assembly and test subcontractors. In September 1999, a major earthquake in Taiwan affected the facilities of several of these
third-party contractors. As a consequence of this earthquake, these contractors suffered power outages and disruptions that impaired their production capacity.
The occurrence of an earthquake or other natural disaster could result in the disruption of our foundry or assembly and test capacity. Any disruption resulting
from such events could cause significant delays in the production or shipment of our products until we are able to shift our manufacturing, assembling or testing
from the affected contractor to another third-party vendor. We may not be able to obtain alternate capacity on favorable terms, if at all.

We rely on third-party distributors and the failure of these distributors to perform as expected could reduce our future sales.

We sell our communications products to customers primarily through distributors and manufacturers’ representatives. Our relationships with some of our
distributors and manufacturers’ representatives have been established within the last year, and we are unable to predict the extent to which our distributors and
manufacturers’ representatives will be successful in marketing and selling our products. Moreover, many of our manufacturers’ representatives and distributors
also market and sell competing products. Our representatives and distributors may terminate their relationships with us at any time. Our future performance will
also depend, in part, on our ability to attract additional distributors or manufacturers’ representatives that will be able to market and support our products
effectively, especially in markets in which we have not previously distributed our products. If we cannot retain our current distributors or manufacturers’
representatives or recruit additional or replacement distributors or manufacturers’ representatives, our sales and operating results will be harmed. The loss of one
or more of our distributors or manufacturers’ representatives could harm our sales and results of operations. We generally realize a higher gross margin on direct
sales and from sales through manufacturers’ representatives than on sales through distributors. Accordingly, if our distributors were to account for an increased
portion of our net sales, our gross margins would decline.

Products that contain errors or defects could result in significant costs for us and harm our reputation.

Our products are complex. Despite demanding testing and quality control, we cannot be certain that errors and defects will not be found in connection with the
introduction of our products or product enhancements.

We have experienced errors and defects in the past in connection with new products. Introductions by us of new or enhanced products with reliability, quality
or compatibility problems could significantly delay or hinder market acceptance of such products, and could adversely affect our ability to retain our existing
customers and to attract new customers. Alleviating these problems could require significant expenditures of capital and additional development costs, and
diversion of technical and other resources by us. These problems may also result in claims by our customers or others against us.

Any future acquisitions and transactions may not be successful.

We expect to continue to make acquisitions of, and investments in, businesses that offer complementary products, services and technologies, augment our
market segment coverage, or enhance our technological capabilities. We may also enter into strategic alliances or joint ventures to achieve these goals. We cannot
assure you that we will be able to identify suitable acquisition, investment, alliance, or joint venture opportunities or that we will be able to consummate any such

transactions or relationships on terms and conditions acceptable to us, or that such transactions or relationships will be successful.
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Any transactions or relationships will be accompanied by the risks commonly encountered with those matters. Risks that could have a material adverse affect
on our business, results of operations or financial condition include, among other things:

+ the difficulty of assimilating the operations and personnel of an acquired businesses;

+ the potential disruption of our ongoing business;

* the distraction of management from our business;

+ the potential inability of management to maximize the financial and strategic position of us as a result of an acquisition;
+ the potential difficulty maintaining uniform standards, controls, procedures and policies;

+ the impairment of relationships with employees and clients as a result of any integration of new management personnel;

+ the risk of entering market segments in which we have no or limited direct prior experience and where competitors in such market segments have stronger
market segment positions; and

+ the potential loss of key employees of an acquired company.

The average selling prices of products in our markets have historically decreased rapidly and will likely do so in the future, which could harm our revenues
and gross profits.

The products we develop and sell are used for high volume applications. As a result, the prices of those products have historically decreased rapidly. Our gross
profits and financial results will suffer if we are unable to offset any reductions in our average selling prices by increasing our sales volumes, reducing our costs,
or developing new or enhanced products on a timely basis with higher selling prices or gross profits. We expect that, as a result of pricing pressure from our
customers, our gross profits on our storage products are also likely to decrease over the next fiscal year below levels we have historically experienced. Because
we do not operate our own manufacturing, assembly or testing facilities, we may not be able to reduce our costs as rapidly as companies that operate their own
facilities, and our costs may even increase. In the past, we have reduced the average selling prices of our products in anticipation of future competitive pricing
pressures, new product introductions by us or our competitors and other factors. We expect that we will have to do so again in the future.

We have a lengthy and expensive sales cycle, which does not assure product sales, and which if unsuccessful may harm our operating results.

The sales cycle for our products is long and requires us to invest significant resources with each potential customer without any assurance of sales to that
customer. Our sales cycle typically begins with a three to six month evaluation and test period, also known as qualification, during which our products undergo
rigorous reliability testing by our customers.

Qualification is followed by a 12 to 18 month development period by our customers and an additional three to six month period before a customer commences
volume production of equipment incorporating our products. This lengthy sales cycle creates the risk that our customers will decide to cancel or change product
plans for products incorporating our integrated circuits. During our sales cycle, our engineers assist customers in implementing our products into the customers’
products. We incur significant research and development and selling, general and administrative expenses as part of this process, and this process may never
generate related revenues. We derive revenue from this process only if our design is selected. Once a customer selects a particular integrated circuit for use in a
storage product, the customer generally uses solely that integrated circuit
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for a full generation of its product. Therefore, if we do not achieve a design win for a product, we will be unable to sell our integrated circuit to a customer until
that customer develops a new product or a new generation of its product. Even if we achieve a design win with a customer, the customer may not ultimately ship
products incorporating our products or may cancel orders after we have achieved a sale. In addition, we will have to begin the qualification process again when a
customer develops a new generation of a product for which we were the successful supplier.

Also, during the final production of a mature product, our customers typically exhaust their existing inventory of our integrated circuits. Consequently, orders
for our products may decline in those circumstances, even if our products are incorporated into both our customers’ mature and replacement products. A delay in
a customer’s transition to commercial production of a replacement product may cause the customer to lose sales, which would delay our ability to recover the lost
sales from the discontinued mature product. In addition, customers may defer orders in anticipation of new products or product enhancements from us or our
competitors.

We are subject to the cyclical nature of the integrated circuit industry. The current and any future downturns will likely reduce our revenue and result in
excess inventory.

The integrated circuit industry is highly cyclical and is characterized by constant and rapid technological change, rapid product obsolescence and price erosion,
evolving standards, short product life cycles and wide fluctuations in product supply and demand. The industry has experienced, and is currently experiencing,
significant downturns, often connected with, or in anticipation of, maturing product cycles of both integrated circuit companies’ and their customers’ products and
declines in general economic conditions. These downturns have been characterized by diminished product demand, production overcapacity, high inventory levels
and accelerated erosion of average selling prices. The current downturn and any future downturns may reduce our revenue or our percentage of revenue growth
on a quarter-to-quarter basis and result in us having excess inventory.

Furthermore, any upturn in the integrated circuit industry could result in increased competition for access to third-party foundry, assembly and test capacity.
We are dependent upon the hard disk drive industry, which is highly cyclical and experiences rapid technological change.

Sales to customers in the hard disk drive industry represented approximately 54% of our net revenue in the first nine months of fiscal 2002 and represented
approximately 85% and 100% of our net revenue in fiscal 2001 and 2000, respectively. The hard disk drive industry is intensely competitive, and the technology
changes rapidly. As a result, this industry is highly cyclical, with periods of increased demand and rapid growth followed by periods of oversupply and
subsequent contraction. These cycles may affect us as our customers are suppliers to this industry. Hard disk drive manufacturers tend to order more components
than they may need during growth periods, and sharply reduce orders for components during periods of contraction. In addition, advances in existing technologies

and the introduction of new technologies may result in lower demand for disk drive storage devices, thereby reducing demand for our products.

Rapid technological changes in the hard disk drive industry often result in significant and rapid shifts in market share among the industry’s participants. If the
hard disk drive manufacturers supplied by our customers do not retain or increase market share, our sales may decrease.

When demand for foundry capacity is high, we may take various actions to try to secure sufficient capacity, which may be costly and harm our operating
results.

Availability of foundry capacity has in the recent past been reduced due to strong demand. In order to secure sufficient foundry capacity when demand is high,
we may enter into various arrangements with suppliers that could be costly and harm our operating results, including:

» option payments or other prepayments to a foundry;
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+ nonrefundable deposits with or loans to foundries in exchange for capacity commitments;

+ contracts that commit us to purchase specified quantities of integrated circuits over extended periods;
+ issuance of our equity securities to a foundry;

+ investment in a foundry; and

+ other partnership relationships with foundries.

We may not be able to make any such arrangement in a timely fashion or at all, and any arrangements may be costly, reduce our financial flexibility, and not be
on terms favorable to us. Moreover, if we are able to secure foundry capacity, we may be obligated to use all of that capacity or incur penalties. These penalties
may be expensive and could harm our financial results.

The development and evolution of markets for our integrated circuits are dependent on factors, such as industry standards, over which we have no control.
For example, if our customers adopt new or competing industry standards with which our products are not compatible or fail to adopt standards with which
our products are compatible, our existing products would become less desirable to our customers and our sales would suffer.

The emergence of markets for our integrated circuits is affected by a variety of factors beyond our control. In particular, our products are designed to conform
to current specific industry standards. Our customers may not adopt or continue to follow these standards, which would make our products less desirable to our
customers and reduce our sales. Also, competing standards may emerge that are preferred by our customers, which could also reduce our sales and require us to
make significant expenditures to develop new products.

We have made a significant investment in the development and production of our Gigabit Ethernet products. However, the Gigabit Ethernet technology is
relatively new compared to the more established 10 and 100 megabits per second Fast Ethernet technologies. If the Gigabit Ethernet technology does not achieve
widespread market acceptance, our revenue and operating results may be harmed.

We may be unable to protect our intellectual property, which would negatively affect our ability to compete.

We believe one of our key competitive advantages results from our collection of proprietary technologies that we have developed since our inception. If we fail
to protect these intellectual property rights, competitors could sell products based on technology that we have developed, which could harm our competitive
position and decrease our revenues. We believe that the protection of our intellectual property rights is and will continue to be important to the success of our
business. We rely on a combination of patent, copyright, trademark and trade secret laws, as well as nondisclosure agreements and other methods, to protect our
proprietary technologies. We also enter into confidentiality or license agreements with our employees, consultants and business partners, and control access to and
distribution of our documentation and other proprietary information. We have been issued several United States patents and have a number of pending United
States patent applications. However, a patent may not be issued as a result of any applications or, if issued, claims allowed may not be sufficiently broad to protect
our technology. In addition, it is possible that existing or future patents may be challenged, invalidated or circumvented. Despite our efforts, unauthorized parties
may attempt to copy or otherwise obtain and use our products or proprietary technology. Monitoring unauthorized use of our technology is difficult, and the steps
that we have taken may not prevent unauthorized use of our technology, particularly in foreign countries where the laws may not protect our proprietary rights as
fully as in the United States.

Significant litigation over intellectual property in our industry may cause us to become involved in costly and lengthy litigation, which could subject us to
liability, require us to stop selling our products or force us to redesign our products.

Litigation involving patents and other intellectual property is widespread in the high-technology industry and is particularly prevalent in the integrated circuit
industry, where a number of companies aggressively bring
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numerous infringement claims to protect their patent portfolios. We may become a party to litigation in the future either to protect our intellectual property or as a
result of an alleged infringement of others’ intellectual property. These lawsuits could subject us to significant liability for damages and invalidate our proprietary
rights. These lawsuits, regardless of their success, would likely be time-consuming and expensive to resolve and would divert management time and attention.
Any potential intellectual property litigation also could force us to do one or more of the following:

+ stop selling products or using technology that contain the allegedly infringing intellectual property;

+ pay damages to the party claiming infringement;

+ attempt to obtain a license to the relevant intellectual property, which license may not be available on reasonable terms or at all; and
+ attempt to redesign those products that contain the allegedly infringing intellectual property.

We are incorporated in Bermuda, and, as a result, it may not be possible for our shareholders to enforce civil liability provisions of the securities laws of the
United States.

We are organized under the laws of Bermuda. As a result, it may not be possible for our shareholders to effect service of process within the United States upon
us, or to enforce against us in United States courts judgments based on the civil liability provisions of the securities laws of the United States. Most of our
executive officers and directors are residents of the United States. However, there is significant doubt as to whether the courts of Bermuda would recognize or
enforce judgments of United States courts obtained against us or our directors or officers based on the civil liability provisions of the securities laws of the United
States or any state or hear actions brought in Bermuda against us or those persons based on those laws. The United States and Bermuda do not currently have a
treaty providing for the reciprocal recognition and enforcement of judgments in civil and commercial matters. Therefore, a final judgment for the payment of
money rendered by any federal or state court in the United States based on civil liability, whether or not based solely on United States federal or state securities
laws, would not be automatically enforceable in Bermuda.

Our Bye-laws contain a waiver of claims or rights of action by our shareholders against our officers and directors, which will severely limit our shareholders’
right to assert a claim against our officers and directors under Bermuda law.

Our Bye-laws contain a broad waiver by our shareholders of any claim or right of action, both individually and on our behalf, against any of our officers and
directors. The waiver applies to any action taken by an officer or director, or the failure of an officer or director to take any action, in the performance of his or her
duties with or for us, other than with respect to any matter involving any fraud or dishonesty on the part of the officer or director. This waiver will limit the rights
of our shareholders to assert claims against our officers and directors unless the act complained of involves actual fraud or dishonesty. Thus, so long as acts of
business judgment do not involve actual fraud or dishonesty, they will not be subject to shareholder claims under Bermuda law. For example, shareholders will
not have claims against officers and directors for a breach of trust, unless the breach rises to the level of actual fraud or dishonesty.

We are subject to uncertainty regarding how the United States federal income tax laws apply to our business. If our application of the tax code is incorrect,
our operating results could be harmed.

As a Bermuda corporation, we are subject to United States federal income tax at regular corporate rates and to United States branch profits tax, in each case to
the extent that our income is effectively connected with the conduct of a trade or business in the United States. The determination of whether income of a foreign
corporation is effectively connected with the conduct of a trade or business in the United States and, therefore, is subject to United States tax, involves a
consideration of all the facts and circumstances and the application of legal standards that are uncertain. There have been few court cases or rulings by the Internal
Revenue Service addressing the application of these legal standards, and we believe that none of these cases or rulings relate to facts precisely like ours. Our
position is that our business operations do not generate any income that is
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effectively connected with a United States trade or business. Because of the uncertainty as to how United States federal income tax laws apply to the way we
conduct our business, we believe the Internal Revenue Service may disagree with our past or future positions as to the amount of effectively connected income
that we earn. Therefore, if our positions are disallowed, the amount we have accrued in our financial statements for United States federal income taxes may be
insufficient to the extent of the difference between the income tax rate ultimately determined to apply and the tax rate that we have used to accrue for income
taxes in our financial statements. In addition, we could be required to make significant cash payments for back taxes and interest based on the difference between
the income tax rate ultimately determined to apply and the rate at which we paid those taxes.

Tax benefits we receive may be terminated or reduced in the future, which would increase our costs.

Under current Bermuda law, we are not subject to tax on our income or capital gains. We have obtained from the Minister of Finance of Bermuda under the
Exempt Undertakings Tax Protection Act 1966, as amended, an undertaking that, in the event that Bermuda enacts any legislation imposing tax computed on
income or capital gains, those taxes should not apply to us until March 28, 2016. However, this exemption may not be extended beyond that date.

The Economic Development Board of Singapore granted Pioneer Status to our wholly-owned subsidiary in Singapore in July 2000 for a period of at least six
years, commencing July 1, 1999. As a result, we anticipate that a significant portion of the income we earn in Singapore during this period will be exempt from
the 26% Singapore tax rate. We are required to meet several requirements as to investment, headcount and activities in Singapore to retain this status. If our
Pioneer Status is terminated early, our financial results could be harmed.

The Israeli government has granted Approved Enterprise Status to our wholly-owned subsidiary in Israel, which provides for a tax holiday on undistributed
Israeli income. We expect that we will start paying some income tax on operations in Israel beginning in 2004. In order to maintain our qualification, we must
continue to meet specified conditions, including the making of investments in fixed assets in Israel.

If we are classified as a passive foreign investment company, our shareholders may suffer adverse tax consequences.

Because we are incorporated in Bermuda and have operations in the United States, Israel and Singapore, we are subject to special rules and regulations,
including rules regarding a passive foreign investment company, or PFIC. We believe that we are not a PFIC, and we expect to continue to manage our affairs so
that we will not become a PFIC. However, whether we should be treated as a PFIC is a factual determination that is made annually and is subject to change. If we
are classified as a PFIC, then each United States holder of our common stock would, upon qualifying distributions by us or upon the pledge or sale of their shares
of common stock at a gain, be liable to pay tax at the then prevailing rates on ordinary income plus an interest charge, generally as if the distribution or gain had
been earned ratably over the shareholder’s holding period. In addition to the risks related to PFIC status, we and our shareholders could also suffer adverse tax
consequences if we are classified as a foreign personal holding company, a personal holding company or a controlled foreign corporation.

Our officers and directors own a large percentage of our voting stock, and three existing directors, who are also significant shareholders, are related by blood
or marriage. These factors may allow the officers and directors as a group or the three related directors to control the election of directors and the approval or
disapproval of significant corporate actions.

As of October 31, 2001, our executive officers and directors beneficially owned or controlled, directly or indirectly, approximately 48% of the outstanding
shares our common stock. Additionally, Sehat Sutardja and Weili Dai are husband and wife and Sehat Sutardja and Pantas Sutardja are brothers. All three are
directors and together they held approximately 31% of our outstanding common stock as of October 31, 2001. As a result, if the directors and officers as a group
or any of Sehat Sutardja, Pantas Sutardja and Weili Dai act together, they will significantly influence, and will likely control, the election of our directors and the
approval or disapproval of our significant corporate actions. This influence over our affairs might be adverse to the interests of other
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shareholders. In addition, the voting power of these officers or directors could have the effect of delaying or preventing an acquisition of us on terms that other
shareholders may desire.

Under Bermuda law all of our officers, in exercising their powers and discharging their duties, must act honestly and in good faith with a view to our best
interests and exercise the care, diligence and skill that a reasonably prudent person would exercise in comparable circumstances. Majority shareholders do not
owe fiduciary duties to minority shareholders. As a result, the minority shareholders will not have a direct claim against the majority shareholders in the event the
majority shareholders take actions that damage the interests of minority shareholders. Class actions and derivative actions are generally not available to
shareholders under the laws of Bermuda, except the Bermuda courts would be expected to follow English case law precedent, which would permit a shareholder
to bring an action in our name if the directors or officers are alleged to be acting beyond our corporate power, committing illegal acts or violating our
Memorandum of Association or Bye-laws. In addition, minority shareholders would be able to challenge a corporate action that allegedly constituted a fraud
against them or required the approval of a greater percentage of our shareholders than actually approved it. The winning party in such an action generally would
be able to recover a portion of attorneys’ fees incurred in connection with the action.

Class action litigation due to stock price volatility could cause us to incur substantial costs and divert our management’s attention and resources.

On July 31, 2001, a putative class action suit was filed against two investment banks that participated in the underwriting of our initial public offering (“IPO”)
on June 29, 2000. That lawsuit, which did not name Marvell or any of our officers or directors as defendants, was filed in the United States District Court for the
Southern District of New York. Plaintiffs allege that the underwriters received “excessive” and undisclosed commissions and entered into unlawful “tie-in”
agreements with certain of their clients in violation of Section 10(b) of the Securities Exchange Act of 1934. Thereafter, on September 5, 2001, a second putative
class action was filed in the Southern District of New York relating to our IPO. In this second action, plaintiffs named three underwriters as defendants and also
named Marvell and two of our officers and directors as defendants. Relying on many of the same allegations contained in the initial complaint in which Marvell
was not named as a defendant, plaintiffs allege that the defendants violated various provisions of the Securities Act of 1933 and the Securities Exchange Act of
1934. In both actions, plaintiffs seek, among other items, unspecified damages, pre-judgment interest and reimbursement of attorneys’ and experts’ fees. These
two actions relating to our IPO have been, or are about to be, consolidated with hundreds of other lawsuits filed by plaintiffs against approximately 40
underwriters and 200 issuers across the United States. To date, there have been no significant developments in the consolidated litigation.

We believe that the claims asserted against Marvell and our officers and directors are without merit, and intend to defend these claims vigorously. However,
these claims and any resulting litigation could result in substantial costs and could divert the attention and resources of our management.

Future sales of our common stock in the public market may depress our stock price.

Future sales of a substantial number of shares of our common stock in the public market could cause our stock price to decline. As of October 31, 2001, we
had 116,772,783 shares outstanding and none of these shares are subject to any underwriter’s lock-up agreements. The market price of our stock could drop
significantly if holders of a substantial number of our shares sell them or are perceived by the market as intending to sell them. In addition, the sale of our shares

could impair our ability to raise capital through the sale of additional stock.

Our Bye-laws contain provisions that could delay or prevent a change in corporate control, even if the change in corporate control would benefit our
shareholders.

Our Bye-laws contain change in corporate control provisions which include:
* authorizing the issuance of preferred stock without shareholder approval;
» providing for a classified board of directors with staggered, three-year terms; and
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* requiring two-thirds of the outstanding shares to approve amendments to our Bye-laws.

These change in corporate control provisions could make it more difficult for a third-party to acquire us, even if doing so would be a benefit to our
shareholders.

Item 3. Quantitative and Qualitative Disclosures about Market Risk

Interest Rate Risk. Our cash equivalents and short-term debt investments are exposed to financial market risk due to fluctuations in interest rates, which may
affect our interest income. As of October 31, 2001, our cash equivalents and short-term debt investments included money market securities; corporate debt
securities; State, county and municipal debt securities; and foreign government securities. Due to the short-term nature of our portfolio of money market and debt
securities, we would not expect our operating results or cash flows to be affected to any significant degree by the effect of a sudden change in market interest
rates. We do not use our investment portfolio for trading or other speculative purposes.

Investment Risk. We invest in equity instruments of privately-held companies for business and strategic purposes. These investments are included in other
noncurrent assets in the accompanying balance sheets and are accounted for under the cost method as ownership is less than 20% and we do not have the ability
to exercise significant influence over the operations on these companies. Since our initial investment, one of these equity investments in a privately-held company
has become marketable upon the investee completing an initial public offering. Such an investment is subject to significant fluctuations in fair market value due to
the volatility of the stock market. This investment is recorded at market value and is classified as a short-term investment in the accompanying balance sheets.

Foreign Currency Exchange Risk. All of our sales and the majority of our expenses to date have been denominated in United States dollars, and, as a result,
we have relatively little exposure to foreign currency exchange risk. We do not currently enter into forward exchange contracts to hedge exposures denominated
in foreign currencies or any other derivative financial instruments for trading or speculative purposes. However, in the event our exposure to foreign currency risk
increases, we may choose to hedge those exposures in the future.
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PART II. OTHER INFORMATION
Item 1. Legal Proceedings

On July 31, 2001, a putative class action suit was filed against two investment banks that participated in the underwriting of our initial public offering (“IPO”)
on June 29, 2000. That lawsuit, which did not name Marvell or any of our officers or directors as defendants, was filed in the United States District Court for the
Southern District of New York. Plaintiffs allege that the underwriters received “excessive” and undisclosed commissions and entered into unlawful “tie-in”
agreements with certain of their clients in violation of Section 10(b) of the Securities Exchange Act of 1934. Thereafter, on September 5, 2001, a second putative
class action was filed in the Southern District of New York relating to our IPO. In this second action, plaintiffs named three underwriters as defendants and also
named Marvell and two of our officers and directors as defendants. Relying on many of the same allegations contained in the initial complaint in which Marvell
was not named as a defendant, plaintiffs allege that the defendants violated various provisions of the Securities Act of 1933 and the Securities Exchange Act of
1934. In both actions, plaintiffs seek, among other items, unspecified damages, pre-judgment interest and reimbursement of attorneys’ and experts’ fees. These
two actions relating to our IPO have been, or are about to be, consolidated with hundreds of other lawsuits filed by plaintiffs against approximately 40
underwriters and 200 issuers across the United States. To date, there have been no significant developments in the consolidated litigation.

We believe that the claims asserted against Marvell and our officers and directors are without merit, and intend to defend these claims vigorously. Based on
currently available information, we do not believe that the ultimate disposition of the lawsuit naming Marvell and our officers will have a material adverse impact
on our business or financial condition.

We are also party to other claims and litigation proceedings arising in the normal course of business. Although the legal responsibility and financial impact
with respect to such claims and litigation cannot currently be ascertained, we do not believe that these matters will result in our payment of monetary damages,
net of any applicable insurance proceeds, that, in the aggregate, would be material in relation to our consolidated financial position or results of operations.

Item 2. Changes in Securities and Use of Proceeds

Not applicable.

Item 3. Defaults Upon Senior Securities

Not applicable.

Item 4. Submission of Matters to a Vote of Security Holders
Not applicable.

Item 5. Other Information

Not applicable.

Item 6. Exhibits and Reports on Form 8-K

(a) The following exhibits are filed as part of this report:

10.15 Lease Agreement dated October 19, 2001 by and between Marvell Semiconductor, Inc. and Yahoo! Inc.

(b) Reports on Form 8-K:
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On August 17, 2001, we filed a current report on Form 8-K in connection with the issuance of a press release dated August 16, 2001 announcing our
financial results for the second quarter of fiscal 2002.
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SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned
thereunto duly authorized.

MARVELL TECHNOLOGY GROUP LTD.

December 7, 2001 By: /s/ GEORGE A. HERVEY

Date George A. Hervey
Vice President and Chief Financial Officer
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EXHIBIT INDEX
Exhibit
Number Description
10.15 Lease Agreement dated October 19, 2001 by and between Marvell Semiconductor, Inc. and Yahoo! Inc.
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LEASE
700 FIRST AVENUE
SUNNYVALE, CALIFORNIA
YAHOO! INC.
A DELAWARE CORPORATION

- LANDLORD --

MARVELL SEMICONDUCTOR, INC.

A CALIFORNIA CORPORATION

- TENANT --

EXHIBIT 10.15



Effective Date:

LANDLORD:

TENANT :

700 FIRST AVENUE
SUNNYVALE, CALIFORNIA
BASIC LEASE INFORMATION
October 19, 2001

Yahoo! 1Inc.
701 First Avenue, Mail Stop Al01
Sunnyvale, CA 94089

Marvell Semiconductor, Inc.
700 First Avenue
Sunnyvale, CA 94089

Premises:

The entire building (the "Building") located at 700 First
Avenue, Sunnyvale, California, as more particularly
described in Exhibit A-1 attached hereto, and the surface
parking lot adjacent to the Building. The land on which the
Premises is located is referred to herein as the "Land."
The Land, the Building and all improvements on the Land,
including without limitation the surface parking lot are
hereinafter known as the "Property" and are more
particularly described in Exhibit A-1 attached hereto.

Rentable Square Footage of the Premises and Building:
212,661

Tenant's Proportionate Share:

Months 1-6 60.1%

Months 7-24 80.7%

Months 25- expiration 100%
Permitted Use: General office and warehouse use
Term
Commencement Date: January 1, 2002

Expiration Date: March 16, 2006



Base Rent:

Months Rate Monthly Rent
1-6 $1.78 $227,439.00
7-12 $1.78 $305,435.00
13-24 $1.93 $331,174.00
25-36 $2.08 $442,334.00
37-48 $2.23 $474,234.00
49-Expiration Date $2.38 $506,133.00
Security Deposit: $1,000,000 Letter of Credit

Tenant's Real Estate Broker: BT Commercial Real Estate

Landlord's Real Estate Broker: CRESA Partners
Tenant Improvement Allowance: $1, 063, 305
Addresses for Notices:

Landlord: Yahoo! Inc.
701 First Avenue, Mail Stop A101
Sunnyvale, CA 94089
Attention: Facilities Director

wWith a copy to:

Mary Kay Kennedy, Esq.
Shartsis, Friese & Ginsburg LLP
One Maritime Plaza

San Francisco, CA 94111

Tenant: Marvell Semiconductor, Inc.
700 First Avenue
Sunnyvale, CA 94089

with a copy to:

Buchalter, Nemer, Fields & Younger
333 Market Street, 29th Floor
San Francisco, CA 94105-2130
Attention: Peter G. Bertrand, Esq.



LEASE

THIS LEASE (the "Lease") is made as of the Effective Date, as provided
in the Basic Lease Information, between Yahoo! Inc., a Delaware corporation (the
"Landlord") and Marvell Semiconductor, Inc., a California corporation (the
"Tenant").

1. LEASE AGREEMENT AND TERM.

(a) On the terms stated in this Lease, Landlord leases the
Premises to Tenant, and Tenant leases the Premises from Landlord, for the Term
beginning on the Commencement Date and ending on the Expiration Date (as
provided in the Basic Lease Information) unless extended or sooner terminated
pursuant to this Lease.

(b) Notwithstanding Subsection 1(a), Tenant shall have the right
to occupy the Premises as of the full execution of this Lease and prior to the
Commencement Date for the purpose of conducting its business in accordance with
the Permitted Use, constructing its initial tenant improvements and installing
its furniture, fixtures and equipment, subject to all of the terms and
conditions of this Lease, except that no Base Rent, Operating Cost Share Rent
(except as provided below) or Tax Share Rent shall be due or payable until the
Commencement Date. Tenant shall be responsible for contracting directly with the
utility companies for any utilities to be separately metered to the Building,
and Tenant shall reimburse Landlord for a portion of Operating Costs in an
amount reasonably determined by Landlord to represent the cost of insuring and
providing utilities to the Building which are not separately metered, during the
period between the date this Lease is fully executed and the Commencement Date.

(c) Landlord and Tenant acknowledge that this Lease is actually a
sublease, and Landlord is a tenant under the Master Lease (the "Master Lease")
dated March 16, 2001, by and between Lease Plan North America, Inc., as Lessor
("Master Lessor"), and Yahoo! Inc., as Lessee, for the Building and other
buildings. The Master Lease was entered into by Landlord in connection with a
synthetic lease transaction with ABN AMRO Bank N.V. This Lease is subject and
subordinate to the Master Lease and the rights of the Master Lessor under the
Master Lease.

2. RENT.

(a) Types of Rent. Commencing on the Commencement Date, Tenant
shall pay the following Rent in the form of a check (or via wire transfer) to
Landlord pursuant to instructions to be given by Landlord to Tenant prior to the
Commencement Date.

(1) Base Rent. Base Rent is payable in monthly
installments in advance on or before the first day of each month of the Term in
the amount set forth on the Basic Lease Information. Notwithstanding the
foregoing, Tenant shall pay to Landlord as of the date Tenant executes this
Lease the first month's Base Rent. Base Rent is based upon the assumption that
Tenant will move into the Premises in phases, using the following square
footage: Months 1-6 127,775 SF, Months 7-24 171,593 SF, Months 25- Expiration
Date 212,661. Rent (including Base Rent, Operating Cost Share Rent and Tax Share
Rent) shall not be modified if Tenant moves into the Premises on a schedule
other than as described in the preceding sentence. For example, if Tenant
occupies 100% of the Premises at any time during the first through the



twenty-fourth months of the Term, the Base Rent payable pursuant to the Basic
Lease Information and the Tenant's Proportionate Share indicated in the Basic
Lease Information (which were computed on the basis that Tenant would occupy the
less than 100% of the Premises) shall not be revised or increased to reflect
that Tenant is occupying a larger portion of the Premises.

(ii) Operating Cost Share Rent is payable in an amount
equal to the Tenant's Proportionate Share of the Operating Costs for the
applicable fiscal year of this Lease, paid monthly in advance in an estimated
amount. A definition of Operating Costs and the method for billing and payment
of Operating Cost Share Rent are set forth below.

(iii) Tax Share Rent is payable in an amount equal to the
Tenant's Proportionate Share of the Taxes for the applicable fiscal year of this
Lease, paid monthly in advance in an estimated amount. A definition of Taxes and
the method for billing and payment of Tax Share Rent are set forth below.

(iv) Additional Rent is payable in the amount of all
costs, expenses, liabilities, Late Charge (as hereinafter defined) and Default
Interest (as hereinafter defined) and all other amounts which Tenant is required
to pay under this Lease, excluding Base Rent, Operating Cost Share Rent, and Tax
Share Rent.

(v) Rent as used in this Lease means Base Rent, Operating
Cost Share Rent, Tax Share Rent and Additional Rent. Tenant's agreement to pay
Rent is an independent covenant, with no right of setoff, deduction or
counterclaim of any kind.

(vi) Default Rate. Any sum due from Tenant to Landlord not
paid when due shall bear interest from the date due until paid at the lesser of
twelve percent (12%) per annum or the maximum rate permitted by law.

(vii) Late Charge and Interest on Late Payments. If Tenant
fails to pay any installment of Rent or other charge to be paid by Tenant
pursuant to this Lease when due and payable (collectively referred to herein as
a "Late Payment"), then Tenant shall pay a late charge equal to five percent
(5%) of the amount of such Late Payment ("Late Charge"). In addition, interest
shall be paid by Tenant to Landlord on any Late Payments of Rent from the date
due until paid at the Default Rate. Such Late Charge and Default Rate shall
constitute Additional Rent due and payable by Tenant to Landlord upon the date
of payment of the Late Payment.

(b) Payment of Operating Cost Share Rent and Tax Share Rent.

(1) Payment of Estimated Operating Cost Share Rent and Tax
Share Rent. Landlord shall estimate the Operating Costs and Taxes of the
Building by April 1 of each fiscal year, or as soon as reasonably possible
thereafter. Landlord may revise these estimates whenever it obtains more
accurate information, such as an increase in utility or maintenance costs for
the Building. Within ten (10) days after receiving the original or revised
estimate from Landlord, Tenant shall pay Landlord one-twelfth (1/12th) of
Tenant's Proportionate Share of the estimate of Operating Costs of the Building,
and one-twelfth (1/12th) of Tenant's Proportionate Share of the estimate of
Taxes for the Building, multiplied by the number of months (if any) that have
elapsed in the applicable fiscal year to the date of such payment including the
current



month, minus payments previously made by Tenant for the months elapsed. On the
first day of each month thereafter, Tenant shall pay Landlord one-twelfth
(1/12th) of Tenant's Proportionate Share of the Operating Costs estimate and of
Tenant's Proportionate Share of the Taxes estimate, until a new estimate becomes
applicable.

(ii) Correction of Operating Cost Share Rent. Landlord
shall deliver to Tenant a report for the previous fiscal year (the "Operating
Cost Report") by April 1 of each year, or as soon as reasonably possible
thereafter, setting forth (a) the actual Operating Costs incurred, (b) the
amount of Operating Cost Share Rent due from Tenant, and (c) the amount of
Operating Cost Share Rent paid by Tenant. The Operating Cost Report shall be
itemized on a line-by-line basis, showing each expense for the applicable year.
within thirty (30) days after such delivery, Tenant shall pay to Landlord the
amount due minus the amount paid. If the amount paid exceeds the amount due,
Landlord shall apply the excess to Tenant's payments of Operating Cost Share
Rent next coming due, but if the amount exceeds two months' credit of Operating
Cost Share Rent payments, Landlord shall pay the excess over such two months'
credit to Tenant within thirty (30) days. Landlord will not collect or be
entitled to collect Operating Costs in an amount which is in excess of one
hundred percent (100%) of the Operating Costs actually paid by Landlord in
connection with the operation of the Building (excluding the management fees, as
provided below). Landlord and Tenant also acknowledge and agree that the
Building is part of a five building office project (the "Project"), as more
particularly described on Exhibit A-2 attached hereto, and some Operating Costs
of the Project will be equitably allocated by Landlord to the Building.

(iii) Correction of Tax Share Rent. Landlord shall deliver
to Tenant a report for the previous fiscal year (the "Tax Report") by April 1 of
each year, or as soon as reasonably possible thereafter, setting forth (a) the
actual Taxes, (b) the amount of Tax Share Rent due from Tenant, and (c) the
amount of Tax Share Rent paid by Tenant. Within thirty (30) days after such
delivery, Tenant shall pay to Landlord the amount due from Tenant minus the
amount paid by Tenant. If the amount paid exceeds the amount due, Landlord shall
apply any excess as a credit against Tenant's payments of Tax Share Rent next
coming due, but if the amount exceeds two months' credit of Tax Share Rent
payments, Landlord shall pay the excess over such two months' credit to Tenant
within thirty (30) days.

(iv) Waiver of Estimated Tax Payments. Notwithstanding the
foregoing, Tenant shall not be required to pay Tenant's Proportionate Share of
Taxes for the Building on any basis of estimates or in monthly installments,
provided that (A) Tenant pays such Taxes to Landlord in the full amount then due
no later than thirty (30) days before Landlord is required to pay such Taxes,
and (B) if Tenant fails to pay such Taxes no later than thirty (30) days before
they are due, Landlord shall have the right to require Tenant to pay estimates
of such Taxes monthly, as provided above, which Landlord may exercise by giving
Tenant thirty (30) days prior written notice.

(c) Audit. In the event of any dispute regarding the amount due
as Tenant's Proportionate Share of Operating Costs, Tenant shall have the right,
after reasonable notice and at reasonable times, to inspect and photocopy
Landlord's accounting records at Landlord's office. If, after such inspection
and photocopying, Tenant continues to dispute the amount of Tenant's
Proportionate Share of Operating Costs, Tenant shall have the right, within six
(6) months after



the delivery of the Operating Cost Report for any year during the Term, to have
an independent certified public accountant reasonably acceptable to Landlord
("CPA") review Landlord's books and records with regard to Landlord's
calculation of the actual Operating Costs incurred during such year. If Landlord
disagrees with any part of the CPA's review, then Landlord shall be entitled to
meet with the CPA and Tenant to discuss corrections or revisions in the CPA's
review to attempt to resolve any differences for a period of twenty (20)
business days after Landlord's receipt of the CPA's written report of its
review. The CPA shall take into consideration any comments of Landlord or Tenant
and shall then issue its final written report, with such corrections or changes
as the CPA deems appropriate and consistent with this Lease. If the CPA's review
of Landlord's books and records reveals that Operating Costs for the Premises
are overstated by Landlord, Landlord shall refund to Tenant within thirty (30)
days of the CPA's final report (provided Tenant is not in default under this
Lease after notice and beyond any applicable cure periods) the amount of any
overpayment. If the audit reveals that Tenant was undercharged, then within
thirty (30) days of the CPA's final report, Tenant shall reimburse Landlord the
amount of such undercharge. The fees of the CPA shall be paid by Tenant,
provided that if the CPA's review reveals that Landlord overstated Operating
Costs by more than five percent (5%), Landlord shall pay the reasonable, actual
fees of the CPA. If Tenant does not timely exercise the right to review
Landlord's books and records as provided herein, Landlord's statement for such
year shall be deemed final and binding on Landlord and Tenant.

(d) Definitions.

(1) Included Operating Costs. "Operating Costs" means any
expenses, costs and disbursements of any kind other than Taxes, paid or incurred
by Landlord in connection with the management, maintenance, operation,
insurance, replacement (to the extent provided below), repair and other related
activities in connection with any part of the Property and of the personal
property, fixtures, machinery, equipment, systems and apparatus used in
connection therewith, including the cost of providing those services required to
be furnished by Landlord under this Lease, any utilities not separately metered
to Tenant and a management fee equal to one thousand dollars ($1,000) per month.
Operating Costs shall also include the costs of any capital improvements which
are intended to reduce Operating Costs or improve safety, and those made to keep
the Property in compliance with governmental requirements enacted after the
Effective Date, or to replace existing capital improvements, facilities and
equipment within the Building or the common areas of the Property, such as
landscaping costs and the resurfacing of the parking areas, which are not
otherwise covered by warranties and insurance proceeds, and minor capital
improvements, tools or expenditures to the extent each such improvement or
acquisition costs less than Three Thousand Dollars ($3,000) and the total cost
of such minor capital improvements or acquisitions in any twelve month period
does not exceed Ten Thousand Dollars ($10,000) (collectively, "Included Capital
Items"), provided that the costs of any Included Capital Item shall be amortized
by Landlord, together with an amount equal to interest at six and one-half
percent (6.5%) per annum, over the estimated useful life of such item and only
amortized costs are included in Operating Costs, unless the cost of the Included
Capital Item is less than Ten Thousand Dollars ($10,000) in which case it shall
be expensed in the year in which it was incurred.



(ii) Excluded Operating Costs. Operating Costs shall not
include:

(1) costs of capital improvements other than
Included Capital Items;

(2) rentals for items (except when needed in
connection with normal repairs and maintenance of permanent systems, and
excluding equipment not affixed to the Building which is used in providing
janitorial or similar services) which if purchased, rather than rented, would
constitute a capital item other than an Included Capital Item;

(3) costs, including permit, license and inspection
costs, incurred with respect to the installation of tenants' or other occupants'
improvements in the Building or the Property or incurred in renovating or
otherwise improving, decorating, painting or redecorating the Building or the
Property;

(4) depreciation, amortization and interest
payments, except as provided herein and except on materials, tools, supplies and
vendor-type equipment purchased by Landlord to enable Landlord to supply
services Landlord might otherwise contract for with a third party where such
depreciation, amortization and interest payments would otherwise have been
included in the charge for such third party's services, all as determined in
accordance with generally accepted accounting principles, consistently applied,
and when depreciation or amortization is permitted or required, the item shall
be amortized over its reasonably anticipated useful life;

(5) marketing costs including, without limitation,
leasing commissions, attorneys' fees in connection with the negotiation and
preparation of letters, deal memos, letters of intent, leases, subleases and/or
assignments, space planning costs, and other costs and expenses incurred in
connection with lease, sublease and/or assignment negotiations and transactions
with present or prospective tenants or other occupants of the Building or any
other part of the Property;

(6) overhead and profit increment paid to Landlord
or to subsidiaries or affiliates of Landlord for goods and/or services in or to
the Building or the Property to the extent the same exceeds the costs of such
goods and/or services rendered by unaffiliated third parties on a competitive
basis;

(7) interest, principal, points and fees on debts
or amortization on any mortgage or mortgages or any other debt instrument
encumbering the Building or the Property (except as permitted in Subsection
ii(4) above), or rental payments on any ground lease of the Property or on the
Master Lease;

(8) Landlord's general corporate overhead and
general and administrative expenses;

(9) tax penalties incurred as a result of
Landlord's negligence, inability or unwillingness to make payments and/or to
file any tax or informational returns when due;



(10) notwithstanding any contrary provision of the
Lease, including, without limitation, any provision relating to capital
expenditures, any and all costs arising from the presence of hazardous materials
or substances (as defined by applicable laws in effect on the date the Lease is
executed) in or about the Premises, the Building or the Property including,
without limitation, hazardous substances in the ground water or soil, not placed
in the Premises, the Building or the Property by Tenant or a Tenant Party (as
defined by Section 18(a));

(11) costs arising from Landlord's charitable or
political contributions;

(12) costs arising from latent defects in the base,
shell or core of the Building, the Property, or improvements installed by
Landlord prior to the execution of this Lease, except to the extent arising from
any act or omission of Tenant or a Tenant Party, or due to Tenant's Alterations;

(13) costs for sculpture, paintings or other
objects of art;

(14) costs (including in connection therewith all
attorneys' fees and costs of settlement judgments and payments in lieu thereof)
arising from claims, disputes or potential disputes in connection with potential
or actual claims litigation or arbitrations pertaining to Landlord and/or the
Building and/or the Property;

(15) "In-house" legal and/or accounting fees;
(16) real estate brokers' leasing commissions;

(17) legal fees, space planner fees and advertising
expenses incurred with regard to leasing the Building;

(18) costs or expenditures to the extent which
Landlord is reimbursed by others (e.g., insurance proceeds or warranties);

(19) franchise or income taxes imposed upon
Landlord;

(20) the wages of any employee for services not
related directly to the management, maintenance, operation and repair of the
Property;

(21) earthquake insurance premiums that are in
excess of Base Earthquake Insurance Premiums, as defined in this paragraph.
"Base Earthquake Insurance Premiums" shall be the amount of earthquake premiums
allocated to the Property that are due and payable as of 2001 (computed as if
such premiums had been paid for an entire calendar year), increased by no more
than 10% per year;

(22) the deductible amount of any earthquake
insurance unless such amount is otherwise a permitted Operating Cost, such as an
Included Capital Item (in which case such amount shall be amortized as provided
in this Lease);



(23) Any increase of, or reassessment in, real
property taxes and assessments in excess of two percent (2%) of the taxes and
assessments for the previous year, resulting from the sale or transfer of the
ownership of the Building during the Lease Term to Landlord or an Affiliate of
Landlord;

(24) Costs of electricity or other utilities, to
the extent they are separately metered and/or separately paid for by Tenant.

(iii) Taxes. "Taxes" means any and all taxes, assessments
and charges of any kind, general or special, ordinary or extraordinary, levied
against the Property, which Landlord shall pay or become obligated to pay in
connection with the ownership, leasing, renting, management, use, occupancy,
control or operation of the Property or of the personal property, fixtures,
machinery, equipment, systems and apparatus used in connection therewith. Taxes
shall include real estate taxes, personal property taxes, sewer rents, water
rents, special or general assessments, transit taxes, ad valorem taxes, and any
tax levied on the rents hereunder or the interest of Landlord under this Lease
(the "Rent Tax"). Taxes shall also include all fees and other costs and expenses
paid by Landlord in seeking a refund or reduction of any Taxes, whether or not
the Landlord is ultimately successful. Taxes shall also include any assessments
or fees paid to any business park owners association, or other entity, which are
imposed against the Property pursuant to any Covenants, Conditions and
Restrictions ("CC&R's") recorded against the Land and any installments of
principal and interest required to pay annual debt service for any existing or
future general or special assessments for public improvements, services or
benefits, and any increases resulting from reassessments imposed in connection
with any change in ownership or new construction.

For any year, the amount to be included in Taxes (a) from taxes or
assessments payable in installments, shall be the amount of the installments
(with any interest) due and payable during such year, and (b) from all other
Taxes, shall at Landlord's election be the amount accrued, assessed, or
otherwise imposed for such year or the amount due and payable in such year. Any
refund or other adjustment to any Taxes by the taxing authority shall apply
during the year in which the adjustment is made. Taxes shall not include any net
income (except Rent Tax), capital, stock, succession, transfer, franchise, gift,
estate or inheritance tax, except to the extent that such tax shall be imposed
in lieu of any portion of Taxes.

(iv) Lease Year. "Lease Year" means each consecutive
twelve-month period beginning with the Commencement Date, except that if the
Commencement Date is not the first day of a calendar month, then the first Lease
Year shall be the period from the Commencement Date through the final day of the
twelve months after the first day of the following month, and each subsequent
Lease Year shall be the twelve months following the prior Lease Year.

(v) Fiscal Year. "Fiscal Year" means the calendar year,
except that the first fiscal year and the last fiscal year of the Term may be a
partial calendar year.

(e) Computation of Base Rent and Rent Adjustment.



(1) Prorations. If this Lease begins on a day other than
the first day of a month, or ends on a day other than the last day of the month,
the Base Rent, Operating Cost Share Rent and Tax Share Rent shall be prorated
for such partial month based on the actual number of days in such month. If this
Lease begins on a day other than the first day, or ends on a day other than the
last day, of the fiscal year, Operating Cost Share Rent and Tax Share Rent shall
be prorated for the applicable fiscal year. If any Operating Cost paid in one
fiscal year relates to more than one fiscal year, Landlord may proportionately
allocate such Operating Cost among the related fiscal years.

(ii) Rent Adjustments. The square footage of the Premises
and the Building set forth in the Schedule are conclusively deemed to be the
actual square footage thereof, without regard to any subsequent re-measurement
of the Premises or the Building.

(iii) Miscellaneous. So long as Tenant is in default of
any obligation under this Lease, Tenant shall not be entitled to any refund of
any amount from Landlord. If this Lease is terminated for any reason prior to
the annual determination of Operating Cost Share Rent or Tax Share Rent, either
party shall pay the full amount due to the other within fifteen (15) days after
Landlord's notice to Tenant of the amount when it is determined. Landlord may
commingle any payments made with respect to Operating Cost Share Rent or Tax
Share Rent, without payment of interest.

3. CONSTRUCTION OF INTERIOR IMPROVEMENTS; POSSESSION.

(a) Construction of Interior Improvements. Except as expressly
provided in this Lease or in the Work Letter attached hereto as Exhibit B ("Work
Letter"), Landlord is leasing the Premises to Tenant "as is," without any
obligation to alter, remodel, improve, or decorate any part of the Premises, or
to pay for any of the foregoing. Tenant accepts the Premises in the condition
existing as of the date hereof. Notwithstanding the foregoing, Landlord shall
remove from the Premises within ten (10) business days after the date this Lease
is fully executed all of Landlord's furniture and equipment located in the
Premises. In the event all such furniture and equipment is not removed from the
Premises within such ten (10) business day period, Tenant shall give Landlord
written notice thereof, and Landlord shall have two business days to remove any
remaining furniture and equipment. In the event all such furniture and equipment
is not removed from the Premises within such additional two business day period,
Tenant's obligation to pay Base Rent shall be abated one day for each day after
the expiration of such additional two business day period that all such
furniture and equipment is not removed.

(b) Inability to Give Possession. If Landlord shall be unable to
give possession of the Premises to Tenant within thirty (30) days after the
execution of this Lease, then Landlord shall not be subject to any liability for
the failure to give possession on said date, except that Tenant shall have the
right to terminate this Lease by written notice to Landlord at any time after
the expiration of such thirty (30) day period; provided that if Landlord
delivers the Premises to Tenant within five (5) business days after Tenant's
notice of termination, this Lease shall remain in full force and effect.

(c) Condition of Building. Landlord shall deliver the Building to
Tenant in compliance with all laws and in good working order. Any alterations to
the Property necessary



to comply with laws which are triggered by Tenant's alterations to the Property
shall be the sole responsibility of Tenant and shall be done at Tenant's sole
cost and expense.

4. SERVICES AND UTILITIES. As of the Commencement Date, Tenant shall
promptly pay, as the same become due, all charges for water, gas, electricity,
telephone, sewer service, waste pick-up and any other utilities, materials and
services furnished directly to or used by Tenant on or about the Premises during
the Term, including without limitation, meter, use and/or connection fees,
hook-up fees, or standby fees. Tenant acknowledges that the Building is
separately metered for electricity, but Landlord is billed for electricity for
the entire project, including the Building. Tenant will pay to Landlord, within
ten (10) days after receipt of an invoice therefor, the electricity costs
allocated to the Building. Any interruption or cessation of utilities resulting
from any causes, including any entry for repairs pursuant to this Lease, and any
renovation, redecoration or rehabilitation of any area of the Building shall not
render Landlord liable for damages to either person or property or for
interruption or loss to Tenant's business, nor be construed as an eviction of
Tenant, nor work an abatement of any portion of Rent, nor relieve Tenant from
fulfillment of any covenant or agreement hereof.

5. SECURITY DEPOSIT

(a) Within three (3) business days after the execution of this
Lease by Landlord and Tenant, Tenant shall provide a letter of credit (the
"Letter of Credit") to Landlord in the amount of the Security Deposit as
described in the Basic Lease Information, which Letter of Credit shall be
substantially in the form of Exhibit C attached to this Lease.

(b) The Letter of Credit, among other provisions, (i) shall be
issued by Bank or America or another commercial bank reasonably satisfactory to
Landlord ("Issuer"); (ii) shall be payable in the City of San Francisco or the
City of San Jose, (iii) shall be an unconditional and irrevocable letter of
credit; (iv) shall be freely transferable by Landlord, at no cost to Tenant, (v)
shall be automatically renewed for successive one year periods; (v) shall
provide that it is governed by the Uniform Customs and Practice for Documentary
Credits (1993 revisions), International Chamber of Commerce Publication No. 500
and (vi) shall be kept in effect during the entire term of the Lease plus a
period of sixty (60) days thereafter.

(c) The Letter of Credit may be applied by Landlord to cure, in
whole or part, any default of Tenant under this Lease, and upon notice by
Landlord of such application, Tenant shall replenish the Security Deposit in
full by paying to Landlord within ten (10) days of demand the amount so applied.
Landlord shall only draw upon the Letter of Credit to the extent reasonably
necessary to cure a default hereunder. Landlord's application of the Security
Deposit shall not constitute a waiver of Tenant's default to the extent that the
Security Deposit does not fully compensate Landlord for all losses, damages,
costs and expenses incurred by Landlord in connection with such default and
shall not prejudice any other rights or remedies available to Landlord under
this Lease or by Law. If converted to cash, Landlord shall not pay any interest
on the Security Deposit or to keep the Security Deposit separate from its
general accounts. The Security Deposit shall not be deemed an advance payment of
Rent or a measure of damages for any default by Tenant under this Lease, nor
shall it be a bar or defense of any action that Landlord may at any time
commence against Tenant. In the absence of evidence satisfactory to Landlord of
an assignment of the right to receive the Security Deposit or the remaining
balance



thereof, Landlord may return the Security Deposit to the original Tenant,
regardless of one or more assignments of this Lease. Upon the transfer of
Landlord's interest under this Lease, Landlord's obligation to Tenant with
respect to the Security Deposit shall terminate upon transfer to the transferee
of the Security Deposit, or any balance thereof. If Tenant shall fully and
faithfully comply with all the terms, provisions, covenants, and conditions of
this Lease, the Security Deposit, or any balance thereof, shall be returned to
Tenant within thirty (30) days after Landlord recovers possession of the
Premises or such longer time as may be permissible under Law. Tenant hereby
waives any and all rights of Tenant under the provisions of Section 1950.7 of
the California Civil Code or other Law regarding security deposits.

6. ALTERATIONS.

(a) Landlord's Consent and Conditions. Tenant shall not make any
improvements or alterations to the Premises (the "Work"), including Work to the
building systems, without in each instance submitting plans and specifications
for the Work to Landlord and obtaining Landlord's prior written consent which
may not be unreasonably withheld. Tenant shall pay Landlord's actual
out-of-pocket costs incurred for reviewing of all of the plans and all other
items submitted by Tenant. Notwithstanding the foregoing, Tenant shall have the
right to perform Work in the Premises without obtaining Landlord's consent,
provided (1) the Work is non-structural and will not affect the Building systems
(electrical, mechanical, HVAC, ALC and other systems), (2) the cost of such Work
does not exceed $25,000 in any twelve (12) month period, and (3) Tenant gives
Landlord written notice and a description of such Work at least ten (10)
business days before the commencement of the Work, and upon completion provides
Landlord with as-built plans and specifications for such Work.

(b) Work Procedures. Tenant shall pay for the cost of all Work,
including the cost of any and all approvals, permits, fees and other charges
which may be required as a condition of performing such Work.

The following requirements shall apply to all Work:

(1) Prior to commencement, Tenant shall furnish to
Landlord building permits, certificates of insurance satisfactory to Landlord,
and, at Landlord's reasonable request, security for payment of all costs.

(ii) Tenant shall perform all Work so as to maintain peace
and harmony among other contractors serving the Property and shall avoid
interference with other work to be performed or services to be rendered in the
Property.

(iii) The Work shall be performed in a good and
workmanlike manner, meeting the standard for construction and quality of
materials in the Building, and shall comply with all insurance requirements and
all applicable governmental laws, ordinances and regulations ("Governmental
Requirements").

(iv) Tenant shall perform, all Work in compliance with any
construction policies, and rules of Landlord which may be in effect at the time
the Work is performed.



(v) Upon completion, Tenant shall furnish Landlord with
contractor's affidavits and full and final statutory waivers of liens covering
all labor and materials, as-built plans and specifications, and all other
close-out documentation related to the Work.

(vi) Tenant shall have no obligation to provide Landlord
with a completion bond (A) for the initial Tenant Improvement work, or (B) for
any other Work, unless the cost of the Work exceeds $200,000.

(c) Damage to Systems. If any part of the mechanical, electrical
or other systems in the Premises (e.g., HVAC, life safety or automatic fire
extinguisher/sprinkler system) shall be damaged during the performance of the
Work, Tenant shall promptly notify Landlord, and Landlord shall repair such
damage at Tenant's expense. Landlord may also at any reasonable time make any
repairs or alterations which Landlord deems necessary for the safety or
protection of the Property, or which Landlord is required to make by any court
or pursuant to any Governmental Requirement. The cost of any repairs made by
Landlord on account of Tenant's breach of this Lease, or on account of the
misuse or neglect by Tenant or its employees, invitees, contractors or agents
anywhere in the Building, shall become Additional Rent payable by Tenant on
demand.

(d) No Liens. Tenant has no authority to cause or permit any lien
or encumbrance of any kind to affect Landlord's interest in the Property; any
such lien or encumbrance shall attach to Tenant's interest only. If any
mechanic's lien shall be filed or claim of lien made for work or materials
furnished to Tenant, then Tenant shall at its expense within ten (10) days
thereafter either discharge or contest the lien or claim. If Tenant contests the
lien or claim, then Tenant shall (i) within such ten (10) day period, provide
Landlord adequate security for the lien or claim, (ii) contest the lien or claim
in good faith by appropriate proceedings that operate to stay its enforcement,
and (iii) pay promptly any final adverse judgment entered in any such
proceeding. If Tenant does not comply with these requirements, Landlord may
discharge the lien or claim, and the amount paid, as well as attorney's fees and
other expenses incurred by Landlord, shall become Additional Rent payable by
Tenant on demand.

(e) Ownership of Improvements. All Work (as defined in this
Section 5), the Tenant Improvements (as defined in the Work Letter attached
hereto), hardware, equipment, machinery and all other improvements and all
fixtures except trade fixtures, constructed in the Premises by either Landlord
or Tenant, (i) shall become Landlord's property upon installation without
compensation to Tenant, unless Landlord consents otherwise in writing, and (ii)
shall at Landlord's option (which shall be exercised in writing as of the date
that Landlord consents to the installation and construction of such Work or
other improvement, or if no consent is required, upon Tenant's written request)
either (a) be surrendered to Landlord with the Premises at the termination of
the Lease or of Tenant's right to possession, or (b) be removed and Tenant shall
repair any damage to the Property resulting from such removal.

(f) Removal of Personal Property Upon Termination. Upon the
termination of this Lease or Tenant's right of possession, Tenant shall remove
from the Premises and Building its trade fixtures, furniture, moveable equipment
and other personal property, including, without limitation, Tenant's generator,
UPS systems and testing equipment, and Tenant shall repair any damage to the
Property resulting from such removal. If Tenant does not timely



remove such property and restore the Property, then Tenant shall be conclusively
presumed to have, at Landlord's election (i) conveyed such property to Landlord
without compensation or (ii) abandoned such property, and Landlord may dispose
of or store any part thereof in any manner at Tenant's sole cost, without
waiving Landlord's right to claim from Tenant all expenses arising out of
Tenant's failure to remove the property, and without liability to Tenant or any
other person. Landlord shall have no duty to be a bailee of any such personal
property. If Landlord elects abandonment, Tenant shall pay to Landlord, upon
demand, any expenses incurred for disposition.

7. USE OF PREMISES.

(a) Limitation on Use. Tenant shall use the Premises only for the
Permitted Use stated in the Basic Lease Information. Tenant shall not allow any
use of the Premises which will negatively affect the cost of insurance coverage
on the Property (with the understanding that Tenant has the right to use the
Premises for the Permitted Use, provided that Tenant complies with all laws and
regulations and with the terms of this Lease) and shall not permit any nuisance
or waste upon the Premises, or allow any offensive noise or odor in or around
the Premises. At the end of each business day, or more frequently if necessary,
Tenant shall deposit all garbage and other trash (excluding any inflammable,
explosive and/or hazardous materials) in trash bins or containers approved by
Landlord in locations designated by Landlord from time to time. If any
governmental authority shall deem the Premises to be a "place of public
accommodation" under the Americans with Disabilities Act or any other comparable
law as a result of Tenant's peculiar use, Tenant shall either modify its use to
cause such authority to rescind its designation or be responsible for any
alterations, structural or otherwise, required to be made to the Building or the
Premises under such laws. Tenant shall have a right to access the Premises 24
hours per day, seven days per week.

(b) Signs. Except as provided herein, Tenant shall not place on
any portion of the Premises any sign, placard, lettering, banner, displays or
other advertising or communicative material which is visible from the exterior
of the Building without the prior written approval of Landlord. Subject to
Landlord's approval of the location, design, size and materials of any proposed
signage, which approval shall not be unreasonably withheld or delayed, Tenant
shall have the right, at Tenant's sole cost and expense, to place its name on
the Building. Any approved sign shall strictly conform to all Governmental
Requirements and any CC&R's recorded against the Property. Tenant shall, at its
sole cost and expense, maintain such sign in good condition and repair. Tenant
shall remove the sign upon the expiration or termination of the Lease, and
repair any damage caused to the Building and/or Property by such removal.
Tenant's rights to signage shall be personal to Marvell Semiconductor, Inc.,
Affiliates (as defined below) of Marvell Semiconductor, Inc., which are deemed
permitted assignees or subtenants in accordance with the provisions of Section
17(f) hereof, assignees of this Lease pursuant to assignments approved by
Landlord, and subtenants of the Premises, provided that such sublease covers
more than fifty percent (50%) of the entire Premises and has been approved by
Landlord. Notwithstanding any of the foregoing, (1) in no event shall Tenant or
any other person or entity place a sign on the Building with the name or logo of
any competitor of Landlord, and (2) Landlord shall not place any signs on the
Building with the name or logo of any entity other than Tenant or Tenant's
assignee or sublessee as provided above.



(c) Parking. Tenant shall have the exclusive right to park in the
Building's parking lot, 24 hours per day, 7 days per week, every day of the
year, upon terms and conditions as may from time to time be established by
Landlord, without the payment of a parking fee, except that Landlord's costs and
expenses of maintaining and operating the parking lot shall be an Operating Cost
under this Lease, and Tenant shall promptly pay all governmental charges,
impositions and taxes imposed in connection with such parking. Landlord shall
not be liable to Tenant, nor shall this Lease be affected, if any parking is
impaired by moratorium, initiative, referendum, law, ordinance, regulation or
order passed, issued or made by any governmental or quasi-governmental body.

(d) Prohibition Against Use of Roof and Structure of Building.
Except as expressly provided in Section 30 hereof, Tenant shall be prohibited
from using any all or any portion of the roof of the Building or any portion of
the structure of the Building during the Term of this Lease for any purposes
(including without limitation for the installation, maintenance and repair of a
satellite dish and/or other telecommunications equipment), without the prior
written consent of Landlord, which consent Landlord may withhold in its sole
discretion.

8. GOVERNMENTAL REQUIREMENTS AND BUILDING RULES. Tenant shall comply
with all Governmental Requirements applying to its use of the Premises. Tenant
shall also comply with all reasonable rules for the Property which may be
established and amended from time to time by Landlord ("Rules and Regulations").
The present Rules and Regulations are set forth in Exhibit D.

9. REPAIR AND MAINTENANCE.

(a) Landlord's Obligations. Landlord shall keep in good order,
condition and repair (i) the structural parts of the Building, which structural
parts include only the foundation and subflooring of the Building, the
structural condition of the roof (but not the roof maintenance, which shall be
Tenant's responsibility), and the exterior walls of the Building (but excluding
the interior surfaces of exterior walls and exterior and interior of all
windows, doors, ceiling and plateglass which shall be maintained and repaired by
Tenant), and (ii) the parking lot, landscaping and water feature at the
Property. The costs incurred by Landlord to perform the foregoing obligations
shall be "Operating Costs" (as defined in Section 2C). Any damage to any part of
the Property or the project in which the Property is located caused by the
negligence or willful acts or omissions of Tenant or of Tenant's agents,
employees, contractors or invitees, or by reason of the failure of Tenant to
perform or comply with any terms of this Lease, or caused by Tenant or Tenant's
agents, employees or contractors during the performance of any work, shall be
repaired by Landlord, solely at Tenant's expense, or at Landlord's election,
such repairs shall be made by Tenant, at Tenant's expense, with contractors
approved by Landlord. Tenant agrees to exercise reasonable efforts to give
Landlord prompt notification of the need for any repairs or maintenance. Tenant
waives the provisions of Sections 1941 and 1942 of the California Civil Code and
any similar or successor law regarding Tenant's right to make repairs and deduct
the expenses of such repairs from the Rent due under this Lease. This waiver
shall not affect Tenant's rights under the terms of Sections 9(b) or 34.

(b) Repair Right. If Tenant provides written notice (or oral
notice in the event of an emergency that threatens life) to Landlord of an event
or circumstance which requires the



action of Landlord pursuant to the terms of this Lease with respect to repair
and/or maintenance of the Property, and Landlord fails to provide such action
within twenty-one (21) days after receipt of such notice, or if 21 days is not
sufficient to complete such action, if Landlord does not commence such action
within the 21 day period and continue such action to completion, Tenant shall
have the right to deliver an additional ten (10) business days' notice to
Landlord specifying that Tenant intends to take such action (provided, however,
in the event of an emergency which threatens life or where there is imminent
danger of material damage to property, such 21 day time period and 10 day time
period shall be reduced to what is reasonable under the circumstances). If such
action was required under the terms of the Lease to be taken by Landlord and was
not taken by Landlord within such additional ten (10) day period, then Tenant
shall be entitled to remedy such failure to maintain and receive reimbursement
from Landlord, but only as provided in this paragraph. In the event Tenant takes
such action, and such work will affect the Building structure and/or the
Building systems, Tenant shall use only those contractors used by Landlord in
the Building for work on such Building structure or Building systems unless such
contractors are unwilling or unable to perform, or timely and competitively
perform, such work, in which event Tenant may utilize the services of any other
qualified contractor which normally and regularly performs similar work in
comparable buildings and is reasonably acceptable to Landlord. All work done at
the Property shall comply with the provisions of Section 6(b) of this Lease.
Furthermore, if Landlord does not deliver a detailed written objection to Tenant
within thirty (30) days after receipt of an invoice by Tenant of its costs of
taking action which Tenant claims should have been taken by Landlord, and if
such invoice from Tenant sets forth a reasonably particularized breakdown of its
costs and expenses in connection with taking such action on behalf of Landlord,
then Tenant shall be entitled to deduct from Base Rent payable by Tenant under
the Lease, the amount set forth in such invoice. If, however, Landlord delivers
to Tenant, within thirty (30) days after receipt of Tenant's invoice, a written
objection to the payment of such invoice, setting forth with reasonable
particularity Landlord's reasons for its claim that such action did not have to
be taken by Landlord pursuant to the terms of the Lease or that the charges are
excessive (in which case Landlord shall pay the amount it contends would not
have been excessive), then Tenant shall not then be entitled to such deduction
from Rent, but as Tenant's sole remedy, Tenant may proceed to claim a default by
Landlord or, if elected by either Landlord or Tenant, the matter shall proceed
to resolution by the selection of an arbitrator to resolve the dispute, which
arbitrator shall be selected and reasonably acceptable to Landlord and Tenant,
and whose costs shall be paid for by the losing party, unless it is not clear
that there is a "losing party," in which event the costs of arbitration shall be
shared equally. If Tenant prevails in the arbitration, the amount of the award
may be deducted by Tenant from the Base Rent next due and owing under the Lease.

(c) Tenant's Obligations. Tenant shall at all times and at its
own expense clean, keep and maintain in good order, condition and repair every
part of the Premises and the Property (including Tenant's trade fixtures and
personal property) which is not within Landlord's obligation pursuant to Section
9(a). Tenant's repair and maintenance obligations shall include, without
limitation, all building systems (including, without limitation, the heating,
ventilating and air conditioning (HVAC) system, life safety and automatic fire
extinguisher/sprinkler systems, electrical, lighting, mechanical, plumbing and
sewage facilities within the Property), the Automated Logic Corporation (ALC)
system, the elevators, the roof (maintenance thereof but not the replacement of
the structure, which is Landlord's responsibility), fixtures, interior walls and
ceiling, floors, windows (including repairing, resealing, cleaning and
replacing, as necessary,



of exterior windows), doors, entrances, plateglass, showcases, skylights, all
electrical facilities and equipment, including lighting fixtures, lamps, fans
and any exhaust equipment and systems, electrical motors and all other
appliances and equipment of every kind and nature located in, upon or about the
Premises. Tenant shall also be responsible for all janitorial, pest control
within the Premises and for all trash removal for the Premises. Tenant shall
have the benefit of all warranties available to Landlord regarding any equipment
to be maintained by Tenant. Tenant shall also enter into maintenance contracts
for the regular maintenance of the roof, the ALC system, the HVAC system and
such other systems reasonably designated by Landlord, in form and substance and
with companies acceptable to Landlord, and pursuant to a maintenance schedule
and other specifications approved by Landlord. All such maintenance contracts
shall provide for regular maintenance reports and trouble reports to be
delivered directly to Landlord. Alternatively, upon fifteen (15) days prior
written notice to Tenant (except in the event of an emergency, when no notice
shall be required), Landlord may elect to perform all or any repairs and
maintenance itself, at Tenant's expense, to the roof and/or the Building's
mechanical, electrical or other systems in the Premises (as described above).
Landlord may also perform any maintenance or repairs itself, at Tenant's
expense, to the extent Tenant fails to perform such maintenance or repairs as
required herein.

10. INSURANCE; INDEMNIFICATION; WAIVER OF SUBROGATION

(a) Tenant's Insurance. Tenant shall maintain insurance as
follows, with such other terms, coverages and insurers, as Landlord shall
reasonably require from time to time:

(i) Commercial general liability insurance ("CGL"), with
(a) contractual liability including the indemnification provisions contained in
this Lease, (b) a severability of interest endorsement, (c) limits of not less
than Five Million Dollars ($5,000,000) combined single limit per occurrence and
not less than Five Million Dollars ($5,000,000) in the aggregate for bodily
injury, sickness or death, and property damage.

(ii) Property Insurance against "All Risks" of physical
loss covering the replacement cost of all improvements, fixtures and personal
property.

(iii) Workers' compensation or similar insurance in form
and amounts required by law.

Tenant's insurance shall be primary and not contributory to that carried
by Landlord, its agents, or mortgagee. Landlord, Master Lessor, and if any,
Landlord's building manager or agent, mortgagee and ground lessor shall be named
as additional insureds as respects to Tenant's insurance policies. The company
or companies writing any insurance which Tenant is required to maintain under
this Lease, as well as the form of such insurance, shall at all times be subject
to Landlord's written approval. Such insurance companies shall have a A.M. Best
rating of A VI or better.

(iv) Tenant shall cause any general contractor of Tenant
performing Work on the Premises to maintain insurance as follows, with such
other terms, coverages and insurers, as Landlord shall reasonably require from
time to time: (A) Commercial General Liability Insurance, including contractor's
liability coverage, contractual liability coverage,



completed operations coverage, broad form property damage endorsement, and
contractor's protective liability coverage, to afford protection with limits,
for each occurrence, of not less than Two Million Dollars ($2,000,000) with
respect to personal injury, death or property damage, which policy or policies
shall also cover any Work which is performed by subcontractors hired by the
general contractor, and (B) Workers' compensation or similar insurance in form
and amounts required by law. Such insurance shall contain a waiver of
subrogation provision in favor of Landlord and its agents.

Tenant's contractor's insurance shall be primary and not contributory to
that carried by Tenant, Landlord, their agents or mortgagees. Tenant and
Landlord, and if any, Landlord's building manager or agent, mortgagee or ground
lessor shall be named as additional insured on Tenant's contractor's insurance
policies.

(b) Insurance Certificates. Tenant shall deliver to Landlord
certificates evidencing all insurance required to be maintained by Tenant no
later than ten (10) days prior to the Commencement Date, in form and substance
satisfactory to Landlord. Each certificate will provide for thirty (30) days
prior written notice of cancellation to Landlord and Tenant.

(c) Landlord's Insurance. Landlord shall maintain "All-Risk"
property insurance on the Building, with such terms, coverages and conditions as
Landlord reasonably determines to be appropriate.

(d) Indemnification by Tenant. To the fullest extent permissible
under applicable law, and except to the extent caused by the negligence or
willful misconduct of Landlord, Tenant shall indemnify, defend, protect and hold
harmless Landlord and its shareholders, officers, directors, employees,
contractors and agents against any claim by any third party for injury to any
person or damage to or loss of any property (1) occurring on or about the
Property, (2) arising in connection with any act or omission of Tenant or its
employees, agents, contractors, subcontractors or invitees, or (3) arising in
connection with Tenant's breach of this Lease. Tenant's obligations under this
section shall survive the termination of this Lease.

(e) Indemnification by Landlord. To the fullest extent
permissible under applicable law, and except to the extent caused by the
negligence or willful misconduct of Tenant, Landlord shall indemnify, defend,
protect and hold harmless Tenant and its shareholders, officers, directors,
employees, contractors and agents against any claim by any third party for
injury to any person or damage to or loss of any property arising in connection
with any gross negligence or willful misconduct of Landlord at the Property.
Landlord's obligations under this section shall survive the termination of this
Lease.

(f) wWaiver of Subrogation.

(i) Landlord agrees that, if obtainable at no, or minimal,
additional cost, and so long as the same is permitted under the laws of the
State of California, it will include in its "All Risks" policies appropriate
clauses pursuant to which the insurance companies (i) waive all right of
subrogation against Tenant with respect to losses payable under such policies
and/or (ii) agree that such policies shall not be invalidated should the insured
waive in writing prior to a loss any or all right of recovery against any party
for losses covered by such policies.



(ii) Tenant agrees to include, if obtainable at no, or
minimal, additional cost, and so long as the same is permitted under the laws of
the State of California, in its "All Risks" insurance policy or policies on
Tenant's furniture, furnishings, fixtures and other property removable by Tenant
under the provisions of this Lease appropriate clauses pursuant to which the
insurance company or companies (i) waive the right of subrogation against
Landlord and/or any tenant of space in the Building with respect to losses
payable under such policy or policies and/or (ii) agree that such policy or
policies shall not be invalidated should the insured waive in writing prior to a
loss any or all right of recovery against any party for losses covered by such
policy or policies.

(g) Assumption of Risk. Tenant hereby agrees that neither
Landlord nor any shareholders, officers, directors, employees, contractors or
agents of Landlord will be liable to Tenant for, and Tenant expressly assumes
the risk of and waives any and all claims it may have against Landlord and the
shareholders, officers, directors, employees, contractors or agents of Landlord
with respect to, (i) any and all damage to property or injury to persons in,
upon or about the Premises or the Property resulting from any act or omission
(except for the grossly negligent or intentionally wrongful act or omission) of
Landlord or its agents or contractors, (ii) any such damage caused by other
tenants or persons in or about the Premises or the Property, (iii) any injury or
damage to persons or property resulting from any casualty, explosion, falling
plaster or other masonry or glass, steam, gas, electricity, water or rain which
may leak from any part of the Building or any other portion of the Property or
the buildings near the Property or from the pipes, appliances or plumbing works
therein or from the roof, street or subsurface or from any other place, or
resulting from dampness (except if caused by the gross negligence or willful
misconduct of Landlord or its agents or contractors). Notwithstanding anything
to the contrary contained in this Lease, neither Landlord nor any shareholders,
officers, directors, employees, contractors or agents of Landlord will be liable
for consequential damages arising out of any loss of the use of the Premises or
the loss of use of or damage to any equipment, products or facilities therein.

11. FIRE AND CASUALTY.

(a) Termination. If a fire or other casualty causes substantial
damage to the Building, Landlord shall, within thirty (30) days after the date
of the casualty, engage a registered architect to certify to both Landlord and
Tenant the amount of time needed to restore the Building to tenantability, using
standard working methods without the payment of overtime and other premiums and
the extent of the damage. If the time needed exceeds twelve (12) months from the
beginning of the restoration, or if more than forty percent (40%) of the
Premises are rendered unusable by Tenant, either Landlord or Tenant may
terminate this Lease by notice delivered to the other party within ten (10)
business days after Landlord's delivery to Tenant of the architect's
certificate. If sufficient insurance proceeds will not be available to Landlord
to cover the cost of any restoration to the Building, Landlord may terminate
this Lease by written notice to Tenant. Any termination pursuant to this Section
10 shall be effective thirty (30) days from the date of such termination notice
and Rent shall be paid by Tenant to that date, with an abatement for any portion
of the space which has been untenantable after the casualty.

(b) Restoration. If a casualty causes damage to the Building but
this Lease is not terminated for any reason, then subject to the rights of any
mortgagees or ground lessors,



Landlord shall obtain the applicable insurance proceeds and diligently restore
the Building subject to then-current Governmental Requirements. Tenant hereby
waives the provisions of Section 1932, Subdivision 2, and Section 1933,
Subdivision 4, of the California Civil Code, and the provisions of any similar
law hereinafter enacted.

12. EMINENT DOMAIN. If a part of the Property is taken by eminent domain
or deed in lieu thereof which is so substantial that the Premises cannot
reasonably be used by Tenant for the operation of its business, then either
party may terminate this Lease effective as of the date of the taking. Rent
shall abate from the date of the taking in proportion to any part of the
Premises taken. If there is a temporary taking of a part of the Building which
is so substantial that the Premises cannot reasonably be used by Tenant for the
operation of its business, then Rent shall abate from the date of the taking in
proportion to any part of the Premises taken. The entire award for a taking of
any kind shall be paid to Landlord, and Tenant shall have no right to share in
the award, except (i) any separate award made to Tenant for the taking of
Tenant's personal property and trade fixtures, or its relocation costs, and (ii)
in the event of a temporary taking in which there was no Rent abatement under
this Lease, then Tenant shall be entitled to any portion of the award which was
intended to compensate Landlord for lost rent during the period of the temporary
taking. All obligations accrued to the date of the taking shall be performed by
each party.

13. RIGHTS RESERVED TO LANDLORD. Landlord and its agents, contractors
and employees may exercise at any time any of the following rights respecting
the operation of the Building without liability to Tenant of any kind:

(a) Name. To change the name of the Building or the Property.

(b) Signs. To approve prior to installation, which approval shall
not be unreasonably withheld or delayed, any of Tenant's signs in the Premises
visible from the exterior of the Building.

(c) Access. To have access to the Premises, including the roof,
risers and equipment closets, with prior (written or telephonic) notice and in
accordance with Tenant's reasonable security program procedures (except in the
case of an emergency in which case Landlord shall have the right to immediate
access) to inspect the Premises, to install and maintain wiring and equipment in
the Building risers, conduits, equipment closets and on the roof (including
without limitation satellite dishes and antennae on the roof), and to perform
its obligations, or make repairs, alterations, additions or improvements, as
permitted by this Lease. Tenant acknowledges that Landlord currently has two
satellite dishes on the roof and reserves the right (1) to install other dishes
and antennas, provided that Landlord shall use reasonable efforts to install
screens or use other methods to minimize the visibility of such additional
dishes or antennas, and (2) to use the roof, risers, conduits, cabling,
equipment closets, including the "MPOE room" and underground wiring and cabling
at the Property. Tenant shall not relocate, alter or adversely affect the
risers, conduits, equipment, termination room or cabling at the Property.



(d) Preparation for Re-occupancy. To decorate, remodel, repair,
alter or otherwise prepare the Premises for re-occupancy at any time after
Tenant abandons the Premises, without relieving Tenant of any obligation to pay
Rent.

(e) Heavy Articles. To approve the weight, size, placement and
time and manner of movement within the Building of any safe, central filing
system or other heavy article of Tenant's property. Tenant shall move its
property entirely at its own risk.

(f) Show Premises. To show the Premises to prospective
purchasers, lenders, mortgagees, investors, or rating agencies at any reasonable
time, or prospective tenants during the last twelve (12) months of the Term;
provided that Landlord gives prior (written or telephonic) notice to Tenant and
does not materially interfere with Tenant's use of the Premises.

(g) Repairs and Alterations. To make repairs or alterations to
the Property and in doing so transport any required material through the
Premises, to close entrances, doors, corridors, elevators and other facilities
in the Property, to open any ceiling in the Premises, or to temporarily suspend
services or use of "common areas" in the Building. Landlord may perform any such
repairs or alterations during ordinary business hours, except that Tenant may
require any work in the Premises to be done after business hours if Tenant pays
Landlord for overtime and any other additional expenses incurred. Landlord may
do or permit any work on any nearby building, land, street, alley or way.

(h) Landlord's Agents. If Tenant is in default under this Lease,
possession of Tenant's funds or negotiation of Tenant's negotiable instrument by
any of Landlord's agents shall not waive any breach by Tenant or any remedies of
Landlord under this Lease.

(1) CC&R's. Landlord may promulgate and record and/or consent to
new covenants, conditions and restrictions which will govern the access,
parking, design, signage and other rights of occupants of the Property, so long
as such covenants, conditions and restrictions do not require Tenant to modify
any of the then existing improvements, or materially affect Tenant's use of the
Premises or increase Tenant's monetary obligations (except in a de minimus
amount) under this Lease.

14. TENANT'S DEFAULT. Any of the following shall constitute a default by
Tenant.

(a) Rent Default. Tenant fails to pay any Rent within three (3)
business days after the due date of such payment;

(b) Assignment/Sublease or Hazardous Substances Default. Tenant
defaults in its obligations under Article 17 "Assignment and Sublease" or
Article 18 "Hazardous Material";

(c) Other Performance Default. Tenant fails to perform any other
obligation to Landlord under this Lease, and this failure continues for thirty
(30) days after written notice from Landlord, except that if Tenant begins to
cure its failure within the thirty (30) day period but cannot reasonably
complete its cure within such period, then, so long as Tenant continues to
diligently attempt to cure its failure, the thirty (30) day period shall be
extended to one hundred twenty (120) days, or such lesser period as is
reasonably necessary to complete the cure;



(d) Credit Default. One of the following credit defaults occurs:

(1) Tenant commences any proceeding under any law relating
to bankruptcy, insolvency, reorganization or relief of debts, or seeks
appointment of a receiver, trustee, custodian or other similar official for the
Tenant or for any substantial part of its property, or any such proceeding is
commenced against Tenant and either remains undismissed for a period of sixty
(60) days or results in the entry of an order for relief against Tenant which is
not fully stayed within seven (7) days after entry;

(ii) Tenant becomes insolvent or bankrupt, does not
generally pay its debts as they become due, or admits in writing its inability
to pay its debts, or makes a general assignment for the benefit of creditors;

(iii) Any third party obtains a levy or attachment under
process of law against Tenant's leasehold interest, and Tenant does not cause it
to be removed within fifteen (15) days; and

(e) Abandonment Default. Tenant abandons the Premises.

(f) Refusal Space Lease Default. Tenant defaults under the
Refusal Space Lease, as defined in Section 33 of this Lease, but only if
Landlord or an affiliate of Landlord owns or leases both the Refusal Space (as
defined in Section 33) and the Premises.

15. LANDLORD REMEDIES. Upon a default, Landlord shall have the following
remedies, in addition to all other rights and remedies provided by law or
otherwise provided in this Lease, to which Landlord may resort cumulatively or
in the alternative:

(a) This Lease shall continue in effect for so long as Landlord
does not terminate Tenant's right to possession by written notice as provided
herein, and Landlord may enforce all its rights and remedies under this Lease,
including the right to recover Rent as it becomes due under this Lease. In such
event, Landlord shall have all of the rights and remedies of a landlord under
California Civil Code Section 1951.4 (lessor may continue Lease in effect after
Tenant's Default and abandonment and recover Rent as it becomes due, if Tenant
has the right to sublet or assign, subject only to reasonable limitations), or
any successor statute. During such time as Tenant is in default, if Landlord has
not terminated this Lease by written notice and if Tenant requests Landlord's
consent to an assignment of this Lease or a sublease of the Premises, subject to
Landlord's option to recapture), Landlord shall not unreasonably withhold its
consent to such assignment or sublease. Tenant acknowledges and agrees that in
the absence of written notice pursuant to this Article terminating Tenant's
right to possession, no other act of Landlord shall constitute a termination of
Tenant's right to possession or an acceptance of Tenant's surrender of the
Premises, including acts of maintenance or preservation or efforts to relet the
Premises or the appointment of a receiver upon initiative of Landlord to protect
Landlord's interest under this Lease or the withholding of consent to a
subletting or assignment, or terminating a subletting or assignment, if in
accordance with other provisions of this Lease.

(b) Landlord may enter the Premises and release them to third
parties for Tenant's account for any period, whether shorter or longer than the
remaining Term. Tenant shall be liable immediately to Landlord for all costs
Landlord incurs in reletting the Premises or any



part thereof, including, without limitation, broker's commissions, expenses of
cleaning and redecorating the Premises required by the reletting and like costs.
Tenant shall pay to Landlord the Rent and other sums due under this Lease on the
date the Rent is due, less the rent and other sums received by Landlord from any
releasing. No act by Landlord other than giving written notice to Tenant shall
terminate this Lease. Acts of maintenance, efforts to relet the Premises or the
appointment of a receiver on Landlord's initiative to protect Landlord's
interest under this Lease shall not constitute a termination of Tenant's right
to possession.

(c) Landlord may terminate this Lease by giving Tenant written
notice of termination, in which event this Lease shall terminate on the date for
termination set forth in such notice. Tenant shall immediately vacate the
Premises and deliver possession to Landlord, and Landlord may repossess the
Premises and may, at Tenant's sole cost, remove any of Tenant's signs and any of
its other property, without relinquishing its right to receive Rent or any other
right against Tenant. On termination, Landlord has the right to recover from
Tenant as damages:

(i) The worth at the time of award of unpaid Rent and
other sums due and payable which had been earned at the time of termination;
plus

(ii) The worth at the time of award of the amount by which
the unpaid Rent and other sums due and payable which after termination until the
time of award exceeds the amount of such Rent loss that Tenant proves could have
been reasonably avoided, plus

(iii) The worth at the time of award of the amount by
which the unpaid Rent and other sums due and payable for the balance of the Term
after the time of award exceeds the amount of such Rent loss that Tenant proves
could be reasonably avoided; plus

(iv) Any other amount necessary to compensate Landlord for
all the detriment proximately caused by Tenant's failure to perform Tenant's
obligations under this Lease, or which, in the ordinary course of things, would
be likely to result therefrom, including, without limitation, any costs or
expenses incurred by Landlord: (i) in retaking possession of the Premises; (ii)
in maintaining, repairing, preserving, restoring, replacing, cleaning, altering
or rehabilitating the Premises or any portion thereof, including such acts for
reletting to a new tenant or tenants; (iii) for leasing commissions; or (iv) for
any other costs necessary or appropriate to relet the Premises; plus

(v) At Landlord's election, such other amounts in addition
to or in lieu of the foregoing as may be permitted from time to time by the laws
of the State of California.

The "worth at the time of award" of the amounts referred to in Sections
14C(1) and 14C(2) is computed by allowing interest at the maximum rate permitted
by law on the unpaid rent and other sums due and payable from the Expiration
Date through the date of award. The "worth at the time of award" of the amount
referred to in Section 14C(3) is computed by discounting such amount at the
discount rate of the Federal Reserve Bank of San Francisco at the time of award
plus one percent (1%). Tenant waives redemption or relief from forfeiture under
California Code of Civil Procedure Sections 1174 and 1179, or under any other
present or future



law, in the event Tenant is evicted or Landlord takes possession of the Premises
by reason of any default of Tenant hereunder.

(d) Landlord's Remedies Cumulative. All of Landlord's remedies
under this Lease shall be in addition to all other remedies Landlord may have at
law or in equity. Waiver by Landlord of any breach of any obligation by Tenant
shall be effective only if it is in writing, and shall not be deemed a waiver of
any other breach, or any subsequent breach of the same obligation. Landlord's
acceptance of payment by Tenant shall not constitute a waiver of any breach by
Tenant, and if the acceptance occurs after Landlord's notice to Tenant. or
termination of the Lease or of Tenant's right to possession, the acceptance
shall not affect such notice or termination. Acceptance of payment by Landlord
after commencement of a legal proceeding or final judgment shall not affect such
proceeding or judgment. Landlord may advance such monies and take such other
actions for Tenant's account as reasonably may be required to cure or mitigate
any default by Tenant. Tenant shall immediately reimburse Landlord for any such
advance, and such sums shall bear interest at the default interest rate until
paid.

(e) WAIVER OF TRIAL BY JURY. EACH PARTY WAIVES TRIAL BY JURY IN
THE EVENT OF ANY LEGAL PROCEEDING BROUGHT BY THE OTHER IN CONNECTION WITH THIS
LEASE. EACH PARTY SHALL BRING ANY ACTION AGAINST THE OTHER IN CONNECTION WITH
THIS LEASE IN A FEDERAL OR STATE COURT LOCATED IN CALIFORNIA, CONSENTS TO THE
JURISDICTION OF SUCH COURTS, AND WAIVES ANY RIGHT TO HAVE ANY PROCEEDING
TRANSFERRED FROM SUCH COURTS ON THE GROUND OF IMPROPER VENUE OR INCONVENIENT
FORUM.

(f) Tenant hereby waives any and all rights to relief from
forfeiture, redemption or reinstatement granted by Law (including California
Civil Code of Procedure Sections 1174 and 1179) in the event of Tenant being
evicted or dispossessed for any cause or in the event of Landlord obtaining
possession of the Premises by reason of Tenant's default or otherwise;

(g) Litigation Costs. If any action or proceeding is commenced to
enforce the provisions of this Lease, the prevailing party in such action or
proceeding will have the right to recover from the other party its reasonable
attorneys' fees and costs and expenses of litigation.

16. SURRENDER. Upon the expiration or earlier termination of this Lease
for any reason, Tenant shall surrender the Premises to Landlord in its condition
existing as of the date this Lease is fully executed, normal wear and tear
excepted, with all interior walls repaired and repainted if marked or damaged,
all carpets shampooed and cleaned, all broken, marred or nonconforming
acoustical ceiling tiles replaced, all building systems, including the plumbing,
HVAC, ALC and electrical systems and lighting in good order and repair, and
everything else in good repair for which Tenant is responsible under Section
9(b) hereof, including replacement of any burned out or broken light bulb or
ballasts, and all floors cleaned and waxed, all to the reasonable satisfaction
of Landlord. Tenant shall remove from the Premises all Tenant's personal
property and all of Tenant's alterations which Landlord requires Tenant to
remove, and restore the Premises to its condition prior to their installation.
If Tenant fails to remove any alterations and/or Tenant's personal property, and
such failure continues after the termination of this Lease,



Landlord may retain or dispose of such property and all rights of Tenant with
respect to it shall cease, or Landlord may place all or any portion of such
property in public storage for Tenant's account. Tenant shall be liable to
Landlord for costs of removal of any such alterations and Tenant's personal
property and storage and transportation costs of same, and the cost of repairing
and restoring the Premises, together with interest at the Interest Rate from the
date of expenditure by Landlord. If the Premises are not so surrendered at the
termination of this Lease, Tenant shall indemnify Landlord against all loss or
liability, including attorneys' fees and costs, resulting from delay by Tenant
in so surrendering the Premises.

17. ASSIGNMENT AND SUBLEASE.

(a) In General. Tenant shall not, without the prior consent of
Landlord in each case, (i) make or allow any assignment or transfer, by
operation of law or otherwise, of any part of Tenant's interest in this Lease,
(ii) grant or allow any lien or encumbrance, by operation of law or otherwise,
upon any part of Tenant's interest in this Lease, (iii) sublet any part of the
Premises, or (iv) permit anyone other than Tenant and its employees to occupy
any part of the Premises. For purposes of this Article, an assignment shall be
deemed to include a change of twenty-five (25%) percent of the shares of Tenant,
resulting from any transfer, sale or assignment of shares of stock of Tenant
occurring by operation of Law or otherwise if Tenant is a corporation whose
shares of stock are not traded publicly. Notwithstanding the foregoing,
transfers of stock in a corporation whose shares are traded in the
"over-the-counter" market or any recognized national securities exchange shall
not constitute an assignment for purposes of this lease, provided that the
principal purpose of such transfer or transfers is not to avoid the restrictions
on assignment otherwise applicable under this Article. Tenant shall remain
primarily liable for all of its obligations under this Lease, notwithstanding
any assignment or transfer. No consent granted by Landlord shall be deemed to be
a consent to any subsequent assignment or transfer, lien or encumbrance,
sublease or occupancy. Tenant shall pay all of Landlord's reasonable attorneys'
fees and other expenses incurred in connection with any consent requested by
Tenant or in reviewing any proposed assignment or subletting. Any assignment or
transfer, grant of lien or encumbrance, or sublease or occupancy without
Landlord's prior written consent shall be void.

(b) Landlord's Consent. Subject to Landlord's limited right to
recapture the Premises or portion of the Premises affected by the assignment or
subletting as provided below, Landlord will not unreasonably withhold its
consent to any proposed assignment or subletting. Without limitation, it shall
be reasonable for Landlord to withhold its consent to any assignment or sublease
if (i) Tenant is in default under this Lease, and such default is not cured
within the applicable cure period and prior to the commencement of the sublease
or assignment, (ii) the financial responsibility, nature of business, and
character of the proposed assignee or subtenant are not all reasonably
satisfactory to Landlord, (iii) the proposed assignee or subtenant is a
competitor of Landlord's (i.e. produces, manufactures, manages, markets or sells
products or services that are the same or substantially similar to products or
services produced, manufactured, managed, marketed or sold by Landlord or any of
Landlord's affiliates), (iv) the purpose for which the assignee or subtenant
intends to use the Premises (or a portion thereof) is inconsistent with the
character of the Property or would violate the terms of this Lease, or (v) the
proposed assignee or subtenant is a government entity. The foregoing shall not
exclude any other reasonable basis for Landlord to withhold its consent.



(c) Procedure. Tenant shall notify Landlord of any proposed
assignment or sublease at least thirty (30) days prior to its proposed effective
date. The notice shall include the name and address of the proposed assignee or
subtenant, its corporate affiliates in the case of a corporation and its
partners in a case of a partnership, and sufficient information to permit
Landlord to determine the financial responsibility and character of the proposed
assignee or subtenant. As a condition to any effective assignment of this Lease,
the assignee shall execute and deliver in form satisfactory to Landlord prior to
the effective date of the assignment, an assumption of all of the obligations of
Tenant under this Lease. As a condition to any effective sublease, any subtenant
shall execute and deliver in form satisfactory to Landlord prior to the
effective date of the sublease, an agreement to comply with all of Tenant's
applicable obligations under this Lease, and at Landlord's option, an agreement
to attorn to Landlord under the terms of the sublease in the event this Lease
terminates before the sublease expires. Landlord shall notify Tenant in writing
of its approval or disapproval of the proposed sublease or assignment or its
decision to exercise its rights under Section 17(d) within fifteen (15) days
after receipt of Tenant's Notice (and all required information).

(d) Recapture. Landlord shall have the right and option to
exclude from the Premises covered by this Lease ("Recapture") the space proposed
to be sublet or subject to the assignment, effective as of the proposed
commencement date of such sublease or assignment, but only if Tenant proposes to
assign this Lease or sublease at least fifty percent (50%) of the square footage
of the Premises. Any sublease or assignment to an Affiliate that is permitted
pursuant to the terms of Section 17(f) of this Lease shall not be subject to
Landlord's right to Recapture. If Landlord elects to recapture, Tenant shall
surrender possession of the space proposed to be subleased or subject to the
assignment to Landlord on the effective date of recapture of such space from the
Premises, such date being the Expiration Date for such space. Effective as of
the date of recapture of any portion of the Premises pursuant to this section,
the Base Rent, the Rentable Square Footage of the Premises and Tenant's
Proportionate Share shall be adjusted accordingly.

(e) Excess Payments. If Tenant shall assign this Lease or sublet
any part of the Premises for consideration in excess of the pro-rata portion of
Rent applicable to the space subject to the assignment or sublet, then Tenant
shall pay to Landlord as Additional Rent fifty percent (50%) of any such excess
immediately upon receipt; provided that Tenant shall be first entitled to
recover the reasonable costs actually incurred by Tenant in connection with the
sublet for leasing commissions, tenant improvement allowances and attorneys'
fees.

(f) Assignment to Affiliates. Notwithstanding the foregoing,
Landlord's consent shall not be required with respect to an assignment or
subletting to an Affiliate (as hereinafter defined), provided that (1) a
duplicate original duly executed sublease or assignment in a form approved by
Landlord shall have been delivered to Landlord at least five (5) days prior to
the effective date of any such assignment or subletting, (2) such assignment or
subletting is for a legitimate business purpose and not principally for the
purpose of avoiding the restrictions on assignment or subletting otherwise
applicable under this Article, (3) any guaranty of this Lease remains in full
force and effect and is ratified in writing, or a replacement guaranty
acceptable to Landlord is substituted for such guaranty, (4) the original Tenant
shall remain fully and primarily liable for all obligations of Tenant under this
Lease, both before and after the assignment or sublease, and (5) such assignee
or subtenant has a net worth which in Landlord's reasonable



opinion is sufficient to fulfill the obligations of the assignee or subtenant
under the proposed assignment or sublease. For purposes of this Article, the
term "Affiliate" shall mean any entity which controls or is controlled by or
under common control with Tenant, and the term "control" shall mean, in the case
of a corporation, ownership or voting control, directly or indirectly, of at
least fifty (50%) percent of all the voting stock, and in case of a joint
venture, limited liability company, partnership or similar entity, ownership,
directly or indirectly, of at least fifty (50%) percent of all the general or
other partnership, membership (or similar) interests therein. In the event of an
assignment or subletting permitted under this subsection, Tenant shall provide
Landlord with five (5) days' prior notice of any such proposed action together
with evidence reasonably satisfactory to Landlord to establish that such entity
is an Affiliate, the Net Worth of such entity and an instrument by which such
entity shall expressly assume this Lease by an instrument satisfactory to
Landlord.

(g) In the event of any sublease or assignment, whether or not
with Landlord's consent, Tenant shall not be released or discharged from any
liability, whether past, present or future, under this Lease, including any
liability arising from the exercise of any renewal or expansion option, to the
extent such exercise is expressly permitted by Landlord. Tenant's liability
shall remain primary, and in the event of default by any subtenant, assignee or
successor of Tenant in performance or observance of any of the covenants or
conditions of this Lease, Landlord may proceed directly against Tenant without
the necessity of exhausting remedies against said subtenant, assignee or
successor. If Landlord grants consent to such sublease or assignment, Tenant
shall pay all reasonable attorneys' fees and expenses incurred by Landlord with
respect thereto, in an amount not to exceed One Thousand Dollars ($1,000),
except if Landlord reasonably determines that attorneys' fees and expenses in
excess of $1,000 are reasonable because of the complicated nature of the
particular sublease or assignment, changes requested by Tenant or other
reasonable factors.

(h) If Tenant shall assign this Lease as permitted herein, the
assignee shall expressly assume all of the obligations of Tenant hereunder in a
written instrument satisfactory to Landlord and furnished to Landlord not later
than fifteen (15) days prior to the effective date of the assignment. If Tenant
shall sublease the Premises as permitted herein, Tenant shall, at Landlord's
option, within fifteen (15) days following any request by Landlord, obtain and
furnish to Landlord the written agreement of such subtenant to the effect that
the subtenant will attorn to Landlord and will pay all subrent directly to
Landlord.

18. HAZARDOUS MATERIALS.

(a) Tenant shall comply with all Environmental Laws (as
hereinafter defined) pertaining to Tenant's occupancy and use of the Premises
and concerning the proper storage, handling and disposal of any Hazardous
Material (as hereinafter defined) introduced to the Premises, the Building or
the Property by Tenant or its subtenants, assignees, licensees, employees,
officers, directors, partners, members, servants, agents, contractors,
subcontractors, customers, representatives or invitees (individually, a "Tenant
Party" or collectively, "Tenant Parties"). Landlord shall comply with all
Environmental Laws applicable to the Property other than those to be complied
with by Tenant pursuant to the preceding sentence. Tenant shall not generate,
store, use, handle or dispose of any Hazardous Material in, on, or about the
Property without the prior written consent of Landlord, which may be withheld in
Landlord's sole



discretion, except that such consent shall not be required to the extent of
Hazardous Material packaged and contained in office products for consumer use in
general business offices in quantities for ordinary day-to-day use provided such
use does not give rise to, or pose a risk of, exposure to or release of
Hazardous Material, and except that Tenant shall have the right to generate,
store, use, handle and dispose of the substances listed on Exhibit F attached
hereto in quantities not to exceed those listed on Exhibit F (the "Permitted
Hazardous Materials") provided that in so doing Tenant complies with all
Environmental Laws and with this Lease. In the event that Tenant is notified of
any investigation or violation of any Environmental Law arising from Tenant's
activities at the Premises, or the activity of any Tenant Party, Tenant shall
immediately deliver to Landlord a copy of such notice. In such event or in the
event Landlord reasonably believes that a violation of Environmental Law exists,
Landlord may conduct such tests and studies relating to compliance by Tenant
with Environmental Law or the alleged presence of Hazardous Material upon the
Premises as Landlord deems desirable, all of which shall be completed at
Tenant's expense, unless such tests conclude that no violation of any
Environmental Law has arisen due to activities at the Premises by Tenant or any
Tenant Party. Landlord's inspection and testing rights are for Landlord's own
protection only, and Landlord has not, and shall not be deemed to have assumed
any responsibility to Tenant or any other party for compliance with
Environmental Laws, as a result of the exercise, or non-exercise of such rights.
Tenant hereby indemnifies, and agrees to defend, protect and hold harmless, the
Indemnitees from any and all loss, claim, demand, action, expense, liability and
cost (including attorneys' fees and expenses) arising out of or in any way
related to the presence of any Hazardous Material (including without limitation
a Permitted Hazardous Material) introduced to the Premises, Building or the
Property during the Lease Term by Tenant or any Tenant Party, or the breach of
this Section 18 by Tenant. In case of any action or proceeding brought against
the Indemnitees by reason of any such claim, upon notice from Landlord, Tenant
covenants to defend such action or proceeding by counsel chosen by Landlord, in
Landlord's reasonable discretion. Landlord reserves the right to settle,
compromise or dispose of any and all actions, claims and demands related to the
foregoing indemnity.

(b) "Environmental Law" or "Environmental Laws" mean all laws,
statutes, or regulations governing the use, storage, disposal or generation of
any Hazardous Material, including, without limitation, the Comprehensive
Environmental Response Compensation and Liability Act of 1980, as amended, and
the Resource Conservation and Recovery Act of 1976, as amended.

(c) "Hazardous Material" means Such substances, material and
wastes which are or become regulated under any Environmental Law; or which are
classified as hazardous or toxic under any Environmental Law; and explosives and
firearms, radioactive material, asbestos, polychlorinated biphenyls, and
petroleum products.

(d) Tenant shall assume all responsibility for complying with the
requirements of Proposition 65 (Safe Drinking Water and Toxic Enforcement Act of
1986, California Health & Safety Code Section 25249.5 et seq. and related laws
and regulations) in connection with the Property, and hereby indemnifies, and
agrees to defend, protect and hold harmless, the Indemnitees from any and all
loss, claim, demand, action, expense, liability and cost (including attorneys'
fees and expenses) arising out of or in any way related to the failure of Tenant
to ensure that the Property is in full compliance with Proposition 65.



19. SUBORDINATION TO GROUND LEASE AND MORTGAGE.

(a) Subordination. This Lease is subject and subordinate to any
existing and future ground leases and mortgages respecting the Building, and any
amendments, renewals, replacements and extensions of such ground leases and
mortgages, without the necessity of any further documentation. At the election
of the ground lessor or mortgagee, this Lease shall be superior to such ground
lease or mortgage, and in such event, Tenant shall attorn to and become the
Tenant of the successor in interest to Landlord. In the event that the Master
Lease is terminated and Landlord or an affiliate of Landlord purchases the
Property, the subordination of this Lease to any future mortgages affecting the
Building shall be conditioned upon the execution by such lender, Landlord (or
such affiliate) and Tenant of a commercially reasonable non-disturbance
agreement, stating that, in the event of a foreclosure of any such mortgage or
deed of trust or of any other action or proceeding for the enforcement thereof,
or of any sale thereunder, this Lease shall not be terminated or extinguished,
nor shall the rights and possession of Tenant hereunder be disturbed, if no
default then exists under this Lease, and Tenant shall attorn to the person or
entity that acquires Landlord's interest hereunder through any such mortgage or
deed of trust.

(b) Master Lease. This Lease shall be subject and subordinate to
the Master Lease and to the rights of Master Lessor thereunder. If for any
reason the term of the Master Lease shall terminate prior to the scheduled
Expiration Date of this Lease, this Lease shall thereupon be terminated and
Landlord shall comply with Section 32 of this Lease.

20. HOLDOVER. Tenant shall have no right to holdover possession of the
Premises after the expiration or termination of this Lease without Landlord's
prior written consent which Landlord may withhold in its sole and absolute
discretion. If, however, Tenant retains possession of any part of the Premises
after the Term, Tenant shall become a tenant at sufference and shall pay Base
Rent at one hundred twenty-five percent (125%) of the rate in effect immediately
prior to such holdover for the first thirty (30) days of the holdover, and
thereafter at one hundred fifty percent (150%) of the rate in effect immediately
prior to such holdover, computed on a monthly basis for each full or partial
month Tenant remains in possession. Tenant shall also pay Landlord all of
Landlord's direct and consequential damages resulting from Tenant's holdover. No
acceptance of Rent or other payments by Landlord under these holdover provisions
shall operate as a waiver of Landlord's right to regain possession or any other
of Landlord's remedies.

21. EXCULPATION OF LANDLORD. Tenant agrees, on its behalf and on behalf
of its successors and assigns, that any liability or obligation under this Lease
shall only be enforced against Landlord's assets up to a maximum liability of
Five Million Dollars, and in no event against any other assets of the Landlord,
or Landlord's officers or directors or partners, and that any liability of
Landlord with respect to this Lease shall be so limited and Tenant shall not be
entitled to any judgment in excess of such amount.

22. CONVEYANCE BY LANDLORD. If Landlord shall at any time transfer its
interest in the Building or this Lease, upon the assumption of this Lease by
such transferee, Landlord shall be released of any obligations that accrue from
and after the date of such transfer,



and Tenant shall look solely to Landlord's successors for performance of such
obligations. This Lease shall not be affected by any such transfer.

23. ESTOPPEL CERTIFICATE. Either party to this Lease (the "Certifying
Party") shall, within ten (10) days of receiving a request from the other party
(the "Requesting Party"), execute, acknowledge in recordable form, and deliver
to Requesting Party or its designee a certificate stating, subject to a specific
statement of any applicable exceptions, that the Lease as amended to date is in
fall force and effect, that the Certifying Party is paying Rent and other
charges on a current basis, and that to the best of the knowledge of the
Certifying Party, the Requesting Party has committed no uncured defaults and has
no offsets or claims. The Certifying Party may also be required to state the
date of commencement of payment of Rent, the Commencement Date, the Expiration
Date, the Base Rent, the current Operating Cost Share Rent and Tax Share Rent
estimates, the status of any improvements required to be completed by Landlord,
and the amount of any security deposit. The Certifying Party's failure to
deliver such statement within the time required shall, at the Requesting Party's
option, be an Event of Default hereunder.

24. FINANCIAL STATEMENTS. Within ten (10) days after Landlord's written
request therefor, which request shall not be made more than once every six
months unless Tenant is in default, Tenant shall deliver to Landlord copies of
Tenant's most recent audited financial statements.

25. FORCE MAJEURE. Neither Landlord nor Tenant shall not be in default
under this Lease to the extent that it is unable to perform any of its
obligations on account of any strike or labor problem, equipment, material,
supplies or energy shortages (i.e., such items cannot be obtained at normal
costs within a reasonable time because of limited availability), governmental
preemption or prescription, national emergency, or any other cause of any kind
beyond its reasonable control (provided that the foregoing shall not apply to
any monetary obligation) ("Force Majeure"). A condition precedent to the ability
of any party to claim that it is unable to perform its obligations due to Force
Majeure events shall be that it shall promptly give written notice thereof to
the other party.

26. NOTICES. All notices, consents, approvals and similar communications
to be given by one party to the other under this Lease, shall be given in
writing, sent by United States certified or registered mail, or by a reputable
overnight courier service, delivered to the parties at the addresses set forth
in the Basic Lease Terms or to such other person at such other address as either
party may designate by notice to the other party. Notices shall be deemed given
on the date of delivery, as indicated on the return receipt.

27. QUIET POSSESSION. So long as Tenant shall perform all of its
obligations under this Lease, Tenant shall enjoy peaceful and quiet possession
of the Premises without hindrance or interference from Landlord or those
claiming through Landlord, subject to all of the terms of this Lease, including
Section 19(b).

28. REAL ESTATE BROKER. Tenant represents to Landlord that Tenant has
not dealt with any real estate broker with respect to this Lease except for any
broker(s) listed in the Basic Lease Information, and no other broker is in any
way entitled to any broker's fee or other



payment in connection with this Lease. Tenant shall indemnify and defend
Landlord against any claims by any other broker or third party for any payment
of any kind in connection with this Lease. Landlord represents to Tenant that
Landlord has not dealt with any real estate broker with respect to this Lease
except for any broker(s) listed in the Basic Lease Information, and no other
broker is in any way entitled to any broker's fee or other payment in connection
with this Lease. Landlord shall indemnify and defend Tenant against any claims
by any other broker or third party for any payment of any kind in connection
with this Lease. Landlord shall pay the commissions to the brokers identified in
the Basic Lease Information pursuant to a separate agreement.

29. Intentionally Omitted.
30. ROOF RIGHTS.

(a) During the Term, Tenant shall have the nonexclusive right to
install on the roof of the Building up to four (4) antennas or satellite dishes,
of which each is no more than twenty-four inches tall, twenty inches in diameter
and does not exceed ten pounds installed, which shall be enclosed by a screen,
and the nonexclusive right to run connecting lines or cables thereto from the
Premises (such satellite dishes/antennas and such connecting lines and related
equipment herein referred to collectively as the "Equipment"). Tenant shall not
penetrate the roof in connection with any installation or reinstallation of the
Equipment without Landlord's prior written consent, which may be withheld in
Landlord's sole discretion. The plans and specifications for all the Equipment
shall be delivered by Tenant to Landlord for Landlord's review and approval,
which shall not be unreasonably withheld or delayed. Such plans and
specifications, including, without limitation, the location of the Equipment,
shall be approved by Landlord in writing prior to any installation. In no event
shall the Equipment or any portion thereof be visible from street level. Prior
to the commencement of any installation or other work performed on or about the
Building, Landlord shall approve all contractors and subcontractors which shall
perform such work. Tenant shall be responsible for any damage to the roof,
conduit systems or other portions of the Building or Building systems as a
result of Tenant's installation, maintenance and/or removal of the Equipment.
Tenant shall not do anything to the roof that adversely affects in any way the
roof or Landlord's roof warranty.

(b) Tenant, at Tenant's sole cost and expense, shall comply with
all laws and regulations regarding the installation, construction, operation,
maintenance and removal of the Equipment and shall be solely responsible for
obtaining and maintaining in force all permits, licenses and approvals necessary
for such operations.

(c) Tenant shall be responsible for and promptly shall pay all
taxes, assessments, charges, fees and other governmental impositions levied or
assessed on the Equipment or based on the operation thereof.

(d) Landlord may require Tenant, at Tenant's sole cost and
expense, to relocate the Equipment during the Term to a location approved by
Tenant, which approval shall not be unreasonably withheld, conditioned or
delayed. Tenant shall not change the location of, or alter or install additional
Equipment or paint any of the other Equipment without Landlord's prior written
consent.



(e) Operation of the Equipment shall not interfere in any manner
with equipment systems or utility systems of other tenants of the Project,
including without limitation, telephones, dictation equipment, lighting, heat
and air conditioning, computers, electrical systems and elevators. If operation
of the Equipment causes such interference, as determined by Landlord in
Landlord's reasonable discretion, Tenant immediately shall suspend operation of
the Equipment until Tenant eliminates such interference.

(f) Tenant shall maintain the Equipment in good condition and
repair, at Tenant's sole cost and expense. Landlord may from time to time
require that Tenant repaint the satellite dishes at Tenant's expense to keep the
same in an attractive condition. In the event that Tenant fails to repair and
maintain the Equipment in accordance with this Lease, Landlord may, but shall
not be obligated to, make any such repairs or perform any maintenance to the
Equipment and Tenant shall reimburse Landlord upon demand for all costs and
expenses incurred by Landlord in connection therewith, plus a reasonable
administrative fee.

(g) Tenant may access the roof for repair and maintenance of the
Equipment, only during normal business hours, on not less than 24 hours prior
written notice to Landlord. Tenant shall designate in writing to Landlord all
persons whom Tenant authorizes to have access to the roof for such purposes.
Upon such designation and prior identification to Landlord's building security
personnel, such authorized persons shall be granted access to the roof by
Landlord's building engineer. Tenant shall be responsible for all costs and
expenses incurred by Landlord in connection with Tenant's access to the roof
pursuant to this Paragraph. Landlord or Landlord's agent may accompany Tenant
during such access.

(h) Tenant shall indemnify, defend, protect and hold harmless
Landlord from and against any and all claims related to the Equipment or
operation of the same as if the Equipment were located wholly within the
Premises. Prior to installation of any Equipment, Tenant shall provide evidence
satisfactory to Landlord that Tenant's property and liability insurance policies
required under this Lease include coverage for the Equipment and any clainm,
loss, damage, or liability relating to the Equipment.

(1) Landlord shall have no responsibility or liability whatsoever
relating to (i) maintenance or repair of the Equipment, (ii) damage to the
Equipment; (iii) damage to persons or property relating to the Equipment or the
operation thereof; or (iv) interference with use of the Equipment arising out of
utility interruption or any other cause, except for injury to persons or damage
to property caused solely by the active negligence or intentional misconduct of
Landlord, its agents or any other parties related to Landlord. In no event shall
Landlord be responsible for consequential damages. Upon installation of the
Equipment, Tenant shall accept the area where the Equipment is located in its
"as is" condition. Tenant acknowledges that the roof location of the Equipment
is suitable for Tenant's needs, and acknowledges that Landlord shall have no
obligation whatsoever to improve, maintain or repair the area in which the
Equipment will be installed.

(j) Tenant shall use the Equipment solely for Tenant's operations
associated with the Permitted Use and within Tenant's Premises and shall not use
or allow use of the Equipment, for consideration or otherwise, for the benefit
of other tenants in the Building or any other person or entity.



(k) Tenant shall, at Tenant's sole cost and expense, remove such
portions of the Equipment as Landlord may designate upon the expiration or
earlier termination of this Lease, and restore the affected areas to their
condition prior to installation of the Equipment. If Tenant fails to so remove
the Equipment, Landlord reserves the right to do so, and the expense of the same
shall be immediately due and payable from Tenant to Landlord as additional rent,
together with interest and late charges as provided in this Lease, plus a
reasonable administrative fee.

(1) Tenant's rights hereunder are personal to Marvell
Semiconductor, Inc., or any Affiliate of Marvell Semiconductor, Inc. In no event
shall Tenant's rights under this Section 30 be assignable, except in the event
that Tenant assigns this Lease or subleases the Property to an Affiliate which
is deemed a permitted subtenant or assignee in accordance with the provisions of
Section 17(f) of this Lease.

31. OPTION TO EXTEND.

(a) Subject to the terms of this Lease and the Master Lease,
provided that Landlord exercises the Renewal Option (as defined in Section 21.1
of the Master Lease) and Master Lessor consents to such renewal and renews the
Master Lease for an additional period specified at that time (the "Extended
Master Lease Term"), Landlord hereby grants Tenant an option to extend the term
of the Lease for one (1) additional period equal to the lesser of five (5) years
or the Extended Master Lease Term. In addition, subject to the terms of this
Lease and the Master Lease, provided that Landlord exercises the Purchase Option
(as defined in Section 20.1 of the Master Lease) or otherwise purchases fee
simple title interest in and to the Property on or before the Expiration Date of
this Lease, Landlord or Landlord's Affiliate hereby agrees to recognize this
Lease for the remainder of the Term and hereby grants Tenant an option to extend
the term of the Lease for one (1) additional period of five (5) years. The
period for which the original Term is extended pursuant to this Section shall be
referred to herein as the "Option Term." Tenant's lease of the Premises during
the Option Term shall be upon the same material terms and conditions contained
herein, except that (i) the Base Rent for the Premises shall be determined in
the manner set forth in subparagraph (d) below, (ii) Tenant shall accept the
Premises in an "as is" condition without any obligation of Landlord to repaint,
remodel, repair, improve or alter the Premises, or pay for any such work, and
(iii) there shall be no further options to extend the term of the Lease.

(b) Tenant's election to exercise the option granted herein must
be given to Landlord in writing no less than two hundred forty (240) days prior
to the expiration of the initial term. In the event that Tenant has timely
exercised its option, Landlord shall notify Tenant in writing on or before the
date that is one hundred eighty (180) days prior to the expiration of the
initial term (1) whether Landlord will elect to exercise its Remarketing Option,
pursuant to Section 22.1 of the Master Lease, (2) whether Landlord will elect to
exercise its Renewal Option, or (3) whether Landlord intends to purchase the
Property at the expiration of the initial term. In the event that Landlord
elects to exercise the Remarketing Option, Tenant shall have no rights or
options under this Section 31. In the event that Landlord elects to exercise its
Renewal Option, and Master Lessor agrees to renew the Master Lease, Landlord
will notify Tenant promptly after Landlord receives notice of Master Lessor's
consent to such renewal, and what the Extended



Master Lease Term will be. Tenant's exercise of its option shall be irrevocable,
unless Landlord exercises the Remarketing Option.

(c) If Tenant properly exercises the option granted herein,
references in the Lease to the term shall be deemed to mean the Option Term
unless the context clearly provides otherwise. Notwithstanding anything to the
contrary contained, herein, all option rights of Tenant pursuant to this Section
shall automatically terminate without notice (except if waived by Landlord) and
shall be of no further force and effect, whether or not Tenant has timely
exercised the option granted herein, if (i) a default exists at the time of
exercise of the option that is not cured prior to the commencement of the option
term, or if a default exists at the time of commencement of the option term, or
(ii) Landlord has given Tenant two or more notices respecting a default during
any twelve (12) month period during the Term of the Lease, whether or not the
default is subsequently cured, (iii) Tenant has subleased 50% or more of the
Premises or has assigned the Lease, or (iv) Landlord has not exercised the
Renewal Option or otherwise acquired title to the Property for the period after
the initial term, or Master Lessor has not agreed to renew the Master Lease.

(d) If Tenant properly exercises its option to extend the term of
the Lease, the Monthly Base Rent during such option term shall be equal to one
hundred three percent (103%) of the Monthly Base Rent in effect immediately
prior to the expiration of the initial Term. In addition, on the first day of
each Rent Adjustment Year (as defined below) during the option term, Monthly
Base Rent shall be increased to equal one hundred three percent (103%) of the
Monthly Base Rent in effect immediately prior to the commencement of that Rent
Adjustment Year. "Rent Adjustment Year" shall mean a period of twelve (12) full
calendar months. The first Rent Adjustment Year shall commence on the first day
of the thirteenth (13th) month following the commencement date of the option
term, and each succeeding Rent Adjustment Year shall commence on the one-year
anniversary date of the first day of the preceding Rent Adjustment Year.

(e) Tenant's rights hereunder are personal to Marvell
Semiconductor, Inc., or any Affiliate of Marvell Semiconductor, Inc. In no event
shall Tenant's rights under this Section 31 be assignable, except in the event
that Tenant assigns this Lease or subleases the Property to an Affiliate which
is deemed a permitted subtenant or assignee in accordance with the provisions of
Section 17(f) of this Lease.



32. COVENANT TO RECOGNIZE LEASE. In the event that, at any time during
the Term, Landlord purchases the Property, this "Lease," which is actually a
sublease, shall become a lease between Landlord and Tenant, and Landlord and
Tenant shall recognize this Lease for the remainder of the Term and it shall be
binding upon Landlord and Tenant on the same terms and conditions set forth
herein. In the event that, at any time during the Term, Landlord defaults under
the Master Lease and the Master Lessor forecloses or terminates the Master
Lease, Landlord shall purchase the Property, and this "Lease," which is actually
a sublease, shall become a lease between Landlord and Tenant, and Landlord and
Tenant shall recognize this Lease for the remainder of the Term and it shall be
binding upon Landlord and Tenant on the same terms and conditions set forth
herein. In the event that, at any time during the Term, the Master Lease is
deemed to be something other than a lease, and Landlord is deemed to be an owner
of the Property, this "Lease," which is actually a sublease, shall become a
lease between Landlord and Tenant, and Landlord and Tenant shall recognize this
Lease for the remainder of the Term and it shall be binding upon Landlord and
Tenant on the same terms and conditions set forth herein. As used in this
paragraph, "Landlord" shall include an Affiliate of Landlord.

33. RIGHT OF FIRST REFUSAL.

(a) Refusal Space. Tenant shall have a one time right of first
refusal ("Right of First Refusal") with respect to the two buildings shown on
the demising plan attached hereto as Exhibit E (the "Refusal Space"), subject to
the terms of this Section 33. Tenant acknowledges that the Refusal Space is
currently under construction and is owned by a third party (the "Refusal Space
Owner"), and 1is subject to a lease of such space to Landlord, which lease is to
commence as of the completion of such construction. The lease contains an option
to purchase the property which Landlord may or may not exercise. Tenant's rights
hereunder shall be subject to the completion of construction of the Refusal
Space by the Refusal Space Owner. In addition, Tenant's right to sublease such
space shall be subject to the consent of the Refusal Space Owner, and Tenant's
right to lease such space shall be subject to Landlord's acquisition of the
Refusal Space from the Refusal Space Owner. Notwithstanding any other provision
in this Section, Tenant's rights under this Section 33 shall terminate and be of
no further force or effect if and to the extent that the Refusal Space is no
longer owned or leased by Tenant or an affiliate of Tenant.

(b) Exercise. The Right of First Refusal shall be exercised as
follows: when Landlord is interested in leasing or subleasing (as applicable)
all or any portion of the Refusal Space to a third party unaffiliated with
Landlord and has a prospective tenant or subtenant ("Prospect") interested in
leasing or subleasing the Refusal Space, Landlord shall advise Tenant (the
"Advice") of the terms under which Landlord is prepared to lease or sublease the
Refusal Space to such Prospect and Tenant may lease (or sublease, as applicable)
the Refusal Space, under such terms, by providing Landlord with written notice
of exercise ("Notice of Exercise") within five (5) days after the date of the
Advice.

(c) Refusal Space Lease. If Tenant exercises its Right of First
Refusal, Landlord shall prepare a new lease or a sublease, as applicable (the
"Refusal Space Lease") on the terms set forth in the Advice (except as provided
in this Section) and reflecting the changes in the Base Rent, Rentable Area of
the Premises, Tenant's Proportionate Share and as otherwise



provided in subsection (b) above. A copy of the Refusal Space Lease shall be (i)
sent to Tenant within a reasonable time after Landlord's receipt of the Notice
of Exercise, and (ii) executed by Tenant and returned to Landlord within ten
(10) days thereafter.

(d) Terms of Refusal Space Lease or Sublease. The Refusal Space
Lease shall be on the terms stated in the Advice, and only to the extent that
such terms do not conflict with the Advice, the terms and conditions of this
Lease shall be contained in the Refusal Space Lease. Notwithstanding the
foregoing, the Refusal Space Lease shall not include (1) a tenant improvement
allowance or obligation by Landlord to construct improvements (except if stated
in the Advice), (2) the Repair Right provided in Section 9(b) above, unless
Tenant is leasing an entire building, (3) rights to use the roof of the Building
(except if stated in the Advice), (4) any options or rights of first refusal to
extend, renew or expand the lease or the Refusal Space (except if stated in the
Advice), and (5) the covenant to recognize the lease, as provided in Section 32
of this Lease. If Landlord is subleasing (rather than leasing) such Refusal
Space, the sublease and the terms thereof shall be subject and subordinate to
Landlord's lease with the Refusal Space Owner. The Refusal Space Lease shall
state that a default under this Lease shall be a default under the Refusal Space
Lease, but only if Landlord or an affiliate of Landlord owns or is leasing both
the Refusal Space and the Premises. The Refusal Space (including improvements
and personalty, if any) shall be accepted by Tenant in its condition and
as-built configuration existing on the earlier of the date Tenant takes
possession of the Refusal Space or the date the term for such Refusal Space
commences, unless the Advice specifies work to be performed by Landlord in the
Refusal Space, in which case Landlord shall perform such work in the Refusal
Space.

(e) Termination of Right. The rights of Tenant hereunder with
respect to the Refusal Space shall terminate forever and be of no further force
or effect on the earlier to occur of (i) Tenant's failure to exercise its Right
of First Refusal within the five (5) day period provided in paragraph (a) above,
(ii) Tenant's failure to execute the Refusal Space Lease, as defined below, of
such Refusal Space within ten (10) days after Tenant's Notice of Exercise is
delivered to Landlord, and (iii) the date Landlord would have provided Tenant an
Advice if Tenant had not been in violation of one or more of the conditions set
forth in Paragraph (f) below. Upon the termination of Tenant's right to such
Refusal Space, Landlord shall have the right to market such space and enter into
leases or subleases of such space to third parties pursuant to terms negotiated
by such parties, without the necessity of giving Tenant any further rights to
such space.

(f) Tenant shall have no Right of First Refusal and Landlord need
not provide Tenant with an Advice if:

(1) Tenant is in default under this Lease after notice
from Landlord (if notice is required pursuant to the terms hereof) at the time
Landlord would otherwise deliver the Advice; or

(ii) the Premises, or any portion thereof, is sublet at
the time Landlord would otherwise deliver the Advice; or

(iii) the Lease has been assigned prior to the date
Landlord would otherwise deliver the Advice; or



(iv) the Refusal Space is not intended for the exclusive
use of Tenant during the Lease Term; or

(v) the Tenant is not occupying the Premises on the date
Landlord would otherwise deliver the Advice.

(g) Tenant's rights hereunder are personal to Marvell
Semiconductor, Inc. or any Affiliate of Marvell Semiconductor, Inc. In no event
shall Tenant's rights under this Section 33 be assignable, except in the event
that Tenant assigns this Lease or subleases the Property to an Affiliate which
is deemed a permitted subtenant or assignee in accordance with the provisions of
Section 17(f) of this Lease.

34. RENT ABATEMENT. To the extent that Tenant is prevented from using,
and does not use, the Premises or any portion thereof, as a result of the
failure to provide services or utilities to the Premises as required by this
Lease, which substantially interferes with Tenant's use of the Premises (an
"Abatement Event"), then Tenant shall give Landlord notice of such Abatement
Event, and if such Abatement Event continues for five (5) consecutive business
days after Landlord's receipt of such notice (the "Eligibility Period"), then
Base Rent shall be abated or reduced, as applicable, after the expiration of the
Eligibility Period for such time that Tenant continues to be so prevented from
using, and does not use, the Premises or portion thereof, in proportion that the
rentable area of the portion of the Premises that Tenant is prevented from
using, and does not use, bears to the total area of the Premises, but in any
event only to the extent such rental loss is covered by Landlord's insurance.

35. MISCELLANEOUS.

(a) Successors and Assigns. Subject to the limits on Tenant's
assignment contained herein, the provisions of this Lease shall be binding upon
and inure to the benefit of all successors and assigns of Landlord and Tenant.

(b) Date Payments are Due. Except for payments of Base Rent or
payments to be made by Tenant under this Lease which are due upon demand, Tenant
shall pay to Landlord any amount for which Landlord renders a statement of
account within thirty (30) days of Landlord's delivery of Landlord's statement.

(c) Time of the Essence. Time is of the essence of each provision
of this Lease.

(d) No Option. This document shall not be effective for any
purpose until it has been executed and delivered by both parties.

(e) Severability. The unenforceability of any provision of this
Lease shall not affect any other provision.

(f) Governing Law. This Lease shall be governed in all respects
by the laws of the State of California.



(g) No Oral Modification. No modification of this Lease shall be
effective unless it is a written modification signed by both parties.

(h) Landlord's Right to Cure. Landlord may cure any default by
Tenant and any expenses incurred by Landlord in connection with the exercise of
such cure shall become Additional Rent due from Tenant on demand by Landlord.

(i) Captions. The captions used in this Lease shall have no
effect on the construction of this Lease.

(j) Authority. Landlord and Tenant each represents to the other
that it has full power and authority to execute and perform this Lease.

(k) Landlord's Enforcement of Remedies. Landlord may enforce any
of its remedies under this Lease either in its own name or through an agent.

(1) Entire Agreement. This Lease, together with all appendices,
exhibits, agreements and instruments executed in connection with this Lease,
constitutes the entire agreement between the parties. No representations or
agreements of any kind have been made by either party which are not contained in
this Lease.

(m) Landlord's Title. Landlord's title shall always be paramount
to the interest of the Tenant, and nothing in this Lease shall empower Tenant to
do anything which might in any way impair Landlord's title.

(n) Light and Air Rights. Landlord does not grant in this Lease
any rights to light and air in connection with Property.

(o) Singular and Plural. Wherever appropriate in this Lease, a
singular term shall be construed to mean the plural where necessary, and a
plural term the singular. For example, if at any time two parties shall
constitute Landlord or Tenant, then the relevant term shall refer to both
parties together.

(p) No Construction Against Drafting Party. The rule of
construction that ambiguities are resolved against the drafting party shall not
apply to this Lease.

(q) Survival. All obligations of Landlord and Tenant under this
Lease shall survive the termination of this Lease.

(r) Building Manager and Service Providers. Landlord may perform
any of its obligations under this Lease through its employees or third parties
hired by the Landlord.

IN WITNESS WHEREOF, the parties hereto have executed this Lease as of
the date set forth above.



LANDLORD: YAHOO! INC., a Delaware corporation

By:

TENANT: MARVELL SEMICONDUCTOR, INC.,
a California corporation

By:

By:



EXHIBIT A-1

DESCRIPTION OF PREMISES AND PROPERTY



EXHIBIT A2

DESCRIPTION OF PROJECT



EXHIBIT B
WORK LETTER AGREEMENT

This Work Letter ("Work Letter") is made and entered into as of October
19, 2001, by and between Yahoo! Inc. ("Landlord") and Marvell Semiconductor,
Inc. ("Tenant").

RECITALS

A. Pursuant to the terms of that certain Lease of even date herewith
(the "Lease"), Landlord leased to Tenant, and Tenant hired from Landlord, those
certain premises consisting of approximately 212,661 square feet of space (the
"Premises"), located at 700 First Avenue, Sunnyvale, California (the
"Building"), as more particularly described in the Lease.

B. Subject to the terms and provisions hereof, Landlord has agreed that
Tenant may construct certain tenant improvements in the Premises. Accordingly,
Landlord and Tenant now desire to set forth the terms and conditions upon which
Tenant shall construct the tenant improvements in the Premises, as more
particularly set forth hereinbelow. Capitalized terms used but not defined
herein shall have the meaning ascribed to them in the Lease.

NOW THEREFORE, the parties agree as follows:
1. General Requirements for Construction

1.1. Tenant's Obligation to Construct. Tenant shall construct and
install, in a good and workmanlike manner, first-class tenant improvements and
fixtures (the "Tenant Improvements") in accordance with the Final Plans (as
defined in Section 2.2 below) and otherwise in strict compliance with this Work
Letter. Tenant shall be solely responsible for all cost and expenses related to
the construction and installation of the Tenant Improvements, subject to
reimbursement by Landlord pursuant to Section 4 below.

1.2. Tenant's Access to the Premises. Tenant shall coordinate
with the Landlord for access to the Premises and the scheduling of construction
work therein. Any damage to the Building caused by Tenant or its contractor or
subcontractors in connection with the construction of the Tenant Improvements
shall be immediately repaired at Tenant's sole cost and expense.

2. Development of Plans

2.1. Preliminary Plans. Prior to Tenant's commencement of the
construction and installation of the Tenant Improvements, Tenant shall prepare
and deliver to Landlord preliminary plans and specifications (the "Preliminary
Plans") setting forth the Tenant Improvements to be constructed in the Premises.
wWithin five (5) business days following delivery of the Preliminary Plans,
Landlord shall approve the Preliminary Plans or deliver to Tenant written notice
of Landlord's disapproval of the Preliminary Plans. Such notice shall specify
all changes that must be made to the Preliminary Plans as a condition of
Landlord's approval thereof. Within five (5) business days following receipt of
Landlord's notice of



disapproval, Tenant shall deliver a revised set of Preliminary Plans to
Landlord, which Preliminary Plans shall incorporate all changes specified in
Landlord's notice of disapproval.

2.2. Final Plans. As soon as the Preliminary Plans are approved
by Landlord, Tenant shall prepare final plans, specifications and working
drawings for the Tenant Improvements (the "Final Plans") that are consistent
with and logical evolutions of the approved Preliminary Plans and shall deliver
the same to Landlord for approval. Concurrently with the delivery of the Final
Plans, Tenant shall deliver to Landlord for Landlord's approval a schedule of
values ("Schedule of Values") allocating costs to the various portions of the
work involved in the construction and installation of the Tenant Improvements
and setting forth Tenant's reasonable, good faith estimate of the timing of
Landlord's disbursements of the Tenant Improvement Allowance (as defined in
Section 4.1 below) and the amount of each such disbursement. If Landlord
disapproves the Final Plans and/or the Schedule of Values, Landlord shall
deliver to Tenant, as soon as reasonably possible but within five (5) business
days following receipt thereof, written notice of such disapproval. Such notice
shall specify all changes that must be made to the Final Plans and/or the
Schedule of Values as a condition of Landlord's approval thereof. Within five
(5) business days following receipt of Landlord's notice of disapproval, Tenant
shall deliver a revised set of Final Plans and/or Schedule of Values to
Landlord, which Final Plans and/or Schedule of Values shall incorporate all
changes specified in Landlord's notice of disapproval. As soon as Landlord
approves the Final Plans and the Schedule of Values submitted by Tenant,
Landlord and Tenant shall each sign the same. Except as otherwise specifically
provided in this Work Letter, the term "Final Plans" as hereinafter used shall
mean the final plans, specifications, working drawings and Schedule of Values
approved by Landlord for the construction of the Tenant Improvements.

2.3. Form of Final Plans; Approval of Architect. The Final Plans
shall include tracings and other reproducible drawings, shall be in a form
satisfactory for filing with appropriate governmental authorities and shall
conform to all applicable codes, rules, regulations and ordinances of all
governing authorities. All plans submitted by Tenant to Landlord shall be
prepared by an architect selected by Tenant and approved by Landlord. Landlord's
approval of Tenant's architect shall not constitute Landlord's warranty that
said architect is professionally qualified.

2.4. Landlord's Approval. If the Final Plans otherwise conform to
the Preliminary Plans and this Work Letter, Landlord's approval thereof shall
not be unreasonably withheld, and Landlord shall not require Tenant to make any
changes to such Final Plans other than changes necessary to make such plans
conform to the Preliminary Plans and Work Letter, and/or to comply with all
laws, codes and regulations. If the Final Plans show work requiring a
modification or change to the shell of the Building, Landlord shall not be
deemed unreasonable if Landlord disapproves such Final Plans or if Landlord
conditions its consent to such Final Plans upon Tenant paying to Landlord, prior
to the commencement of construction, the full cost of modifying or changing the
shell of the Building. Landlord may, at Landlord's option, have the Preliminary
Plans or the Final Plans reviewed by Landlord's architect, engineer and/or
construction manager; provided, however, that any such review shall be performed
within the time periods set forth above for Landlord's review of the Preliminary
Plans and the Final Plans. The cost of any such review shall be reimbursed by
Tenant to Landlord within ten (10) days following demand therefor by Landlord.
In no event shall the approval by Landlord (or



Landlord's architect, engineer or construction manager) of the Preliminary Plans
or the Final Plans constitute a representation or warranty by Landlord (or
Landlord's architect, engineer or construction manager) of: (i) the accuracy or
completeness thereof, (ii) the absence of design defects or construction flaws
therein, or (iii) the compliance thereof with applicable laws; and the parties
agree that Landlord (and Landlord's architect, engineer and construction
manager) shall incur no liability by reason of such approval.

2.5. Changes. There shall be no changes to the Final Plans
without the prior written consent of Landlord. All change orders requested by
Tenant shall be made in writing and shall specify any added or reduced cost
resulting therefrom. Any change proposed by Tenant shall be approved or
disapproved by Landlord within five (5) business days following Landlord's
receipt of plans and specifications therefor. Landlord's failure to approve any
proposed change within said five (5) day period shall be deemed Landlord's
disapproval thereof.

3. Construction of Tenant Improvements

3.1. Permits and Approvals. Tenant shall submit the Final Plans
to all appropriate governmental agencies for approval and shall not commence
construction or installation of the Tenant Improvements described therein unless
and until Tenant has obtained all necessary permits and approvals required for
the construction and installation of the same and has delivered a copy or copies
thereof to Landlord. Tenant also agrees to cooperate with Landlord in connection
with complying with Section 11.1(b) of the Master Lease.

3.2. Construction Documents. Prior to the commencement of
construction and installation of the Tenant Improvements, Tenant shall submit to
Landlord, for Landlord's approval, the following (collectively, the
"Construction Documents"): (a) the name of the proposed general contractor and a
copy of the proposed construction contract for the Tenant Improvements, which
shall be consistent with the terms hereof, (b) a written assignment of such
construction contract, creating in favor of Landlord a prior perfected security
interest in all of Tenant's rights thereunder and containing the written consent
of Tenant's general contractor to such assignment, (c) a copy of the architect's
contract for the Tenant Improvements, which shall be consistent with the terms
hereof, (d) a written assignment of such architect's contract, creating in favor
of Landlord a prior perfected security interest in all of Tenant's rights under
said architect's contract and containing the written consent of Tenant's
architect to such assignment, and (e) a list of all subcontractors and materials
suppliers proposed to be used by Tenant in connection with the construction of
the Tenant Improvements. Within five (5) business days following the delivery of
all of the Construction Documents, Landlord shall approve such information or
deliver to Tenant written notice of Landlord's disapproval of all or any
information contained therein. If Landlord disapproves the proposed construction
contract or the proposed architect's contract for the Tenant Improvements,
Landlord's notice shall specify all changes that must be made to the proposed
architect's and/or contractor's agreements as a condition of Landlord's approval
thereof. wWithin five (5) business days following receipt of Landlord's notice of
disapproval, Tenant shall deliver to Landlord revised copies of the proposed
architect's and/or contractor's agreements, which revised copies shall
incorporate all changes specified in Landlord's notice of disapproval. If
Landlord disapproves the general contractor, any subcontractor or materials
supplier, the parties shall negotiate in good faith to select another
contractor, subcontractor or materials supplier mutually acceptable to the
parties. Landlord shall



be entitled to withhold its approval of the general contractor, any
subcontractor, or any materials supplier, who, in Landlord's determination, is
financially or otherwise professionally unqualified to construct the Tenant
Improvements. Landlord's failure to disapprove a contractor, subcontractor or
materials supplier shall not constitute Landlord's warranty that any contractor,
subcontractor or supplier not so disapproved is in fact qualified. Following
approval by Landlord, Tenant shall not materially amend or consent to the
material amendment of the construction contract or the bonds, if the same are
required, without Landlord's prior written approval.

3.3. Commencement and Completion of Construction. Following
Tenant's satisfaction of all of the requirements of Section 2 above and this
Section 3, Tenant shall commence construction and installation of the Tenant
Improvements in accordance with the Final Plans and shall pursue the same
diligently to completion. Tenant covenants to give Landlord at least ten (10)
days' prior written notice of its commencement of construction or delivery of
materials related thereto to enable Landlord to post a notice of
nonresponsibility respecting the Tenant Improvements to be constructed in the
Premises.

All work done in connection with the Tenant Improvements shall be
performed in compliance with all applicable laws, ordinances, rules, orders and
regulations of all federal, state, county and municipal governments or agencies
now in force or that may be enacted hereafter, with the requirements and
standards of any insurance underwriting board, inspection bureau or insurance
carrier insuring the Premises pursuant to the terms of the Lease, and with all
directives, rules and regulations of the fire marshal, health officer, building
inspector, or other proper officers of any governmental agency now having or
hereafter acquiring jurisdiction.

3.4. Building Systems. In no event shall Tenant interfere with
the provision of heating, plumbing, electrical or mechanical system services to
the Building, make any structural changes to the Building, make any changes to
the heating, plumbing, electrical or mechanical systems of the Building, or make
any changes to the Premises which would weaken or impair the structural
integrity of the Building, alter the aesthetic appearance of the Building
exterior, or which would affect any warranties applicable to the Building or any
improvements constructed or installed by Landlord therein, without Landlord's
prior written consent, which consent may be withheld in Landlord's sole
discretion.

3.5. Inspections. In addition to any right of Landlord under the
Lease and this Work Letter to enter the Premises for the purpose of posting
notices of nonresponsibility, Landlord and its officers, agents or employees
shall have the right at all reasonable times to enter upon the Premises and
inspect the Tenant Improvements and to determine that the same are in conformity
with the Final Plans and all of the requirements of this Work Letter. Landlord,
however, is under no obligation to supervise, inspect or inform Tenant of the
progress of construction and Tenant shall not rely upon Landlord therefor.
Neither the right herein granted to Landlord to make such inspections, nor the
making of such inspections by Landlord, shall operate as a waiver of any rights
of Landlord to require that the construction and installation of the Tenant
Improvements conform with the Final Plans and all the requirements of this Work
Letter.



3.6. Protection Against Lien Claims. Tenant agrees to fully pay
and discharge all claims for labor done and materials and services furnished in
connection with the construction of the Tenant Improvements, to diligently file
or procure the filing of a valid notice of completion within ten (10) days
following completion of construction of the Tenant Improvements, to diligently
file or procure the filing of a notice of cessation upon any cessation of labor
on the Tenant Improvements for a continuous period of thirty (30) days or more,
and to take all reasonable steps to forestall the assertion of claims of lien
against the Premises or the Project, or any part thereof, or any right or
interest appurtenant thereto. Upon the request of Landlord, Tenant shall provide
Landlord with satisfactory evidence of the release or removal (including removal
by appropriate surety bond) of all liens recorded against the Premises, the
Project, or any portion thereof, and all stop notices received by Tenant.

3.7. Insurance

(a) At least five (5) days prior to the date Tenant
commences construction of the Tenant Improvements, Tenant shall submit to
Landlord evidence of the following insurance coverage: (i) general liability
insurance as required by the Lease, which shall include contractor's protective
liability coverage; (ii) workers' compensation insurance as required by the
Lease, with limits in accordance with the statutory requirements of the State of
California; and (iii) broad form "Builder's Risk" property damage insurance with
limits of not less than one hundred percent (100%) of the estimated value of the
Tenant Improvements. All such policies shall provide that thirty (30) days'
written notice must be given to Landlord prior to termination or cancellation.
The insurance specified in (i) and (iii) above shall name Landlord and
Landlord's designee as additional insureds and shall provide that Landlord,
although an additional insured, may recover for any loss suffered by Landlord or
Landlord's agents by reason of the negligence of Tenant or Tenant's contractors,
subcontractors and/or employees. Tenant hereby waives, and Tenant shall use best
efforts to cause each of its contractors and subcontractors to waive, all rights
to recover against Landlord and its agents, contractors and employees for any
loss or damage arising from a cause covered by insurance required to be carried
by Tenant hereunder to the extent of such coverage and shall cause each
respective insurer to waive all rights of subrogation against Landlord and its
agents, contractors and employees in connection therewith to the same extent.

(b) At least five (5) days prior to the date Tenant
commences construction of the Tenant Improvements, Tenant shall deliver to
Landlord certificates of insurance from the carrier(s) providing insurance to
Tenant's contractor(s) (and, upon Landlord's request, from the carrier(s)
providing insurance to Tenant's architect) evidencing the following types of
coverage in such amounts as are reasonably determined by Landlord to be
necessary: (i) professional liability insurance; (ii) commercial general
liability insurance; (iii) business automobile liability insurance; (iv)
workers' compensation insurance; and (v) umbrella liability insurance. The
insurance specified in (i), (ii), (iii) and (v) above shall name Landlord and
Landlord's property manager as additional insureds, and all such policies shall
provide that thirty (30) days' written notice must be given to Landlord prior to
termination or cancellation.

3.8. Final Documents. Following completion of the Tenant
Improvements, Tenant shall comply with the following: (a) Tenant shall obtain
and deliver to Landlord a copy of the certificate of occupancy for the Tenant
Improvements from the governmental agency



having jurisdiction thereof; (b) Tenant shall promptly cause a notice of
completion to be validly recorded for the Tenant Improvements; (c) Tenant shall
furnish Landlord with unconditional waivers of lien in statutory form from all
parties performing labor and/or supplying equipment and/or materials in
connection with the Tenant Improvements, including Tenant's architect(s); (d)
Tenant shall deliver to Landlord a certificate of Tenant's architect(s)
certifying completion of the Tenant Improvements in substantial accordance with
the Final Plans; (e) Tenant shall deliver to Landlord a certificate of Tenant's
contractor(s) certifying completion of the Tenant Improvements in substantial
accordance with the construction contract(s) approved by Landlord; (f) Tenant
shall deliver to Landlord a full set of reproducible as-built drawings (signed
and dated by the general contractor and each responsible subcontractor) for the
Tenant Improvements; and (g) Tenant shall deliver to Landlord copies of all
written construction and equipment warranties and manuals related to the Tenant
Improvements.

3.9. Indemnification. Tenant shall, at Tenant's sole cost and
expense, defend, indemnify, save and hold Landlord harmless from and against any
and all claims, liabilities, demands, losses, expenses, damages or causes of
actions (whether legal or equitable in nature) asserted by any person, firm,
corporation, governmental body or agency or entity arising out of the
construction of the Tenant Improvements. Tenant shall pay to Landlord upon
demand all claims, judgments, damages, losses or expenses (including attorneys'
fees) incurred by Landlord as a result of any legal action arising out of the
construction of the Tenant Improvements.

4., Tenant Improvement Allowance

4.1. Amount of Allowance. Subject to the terms and conditions of
this Work Letter, Landlord shall pay to Tenant an amount equal to $1,063,305
(the "Tenant Improvement Allowance") on account of all construction costs, space
planning and design fees, architecture and engineering fees, permit fees and
construction management fees incurred by Tenant in designing and constructing
the Tenant Improvements in the Premises. In the event that Tenant does not use
the full amount of the Tenant Improvement Allowance for the design, construction
and installation of the Tenant Improvements, Tenant shall be entitled to use up
to $150,000 of the Tenant Improvement Allowance for any purpose, including
without limitation, the payment of Rent, moving costs and costs of furniture,
fixtures and equipment.

4.2. Tenant's Cost. Any cost incurred in the design or
construction of the Tenant Improvements in excess of the Tenant Improvement
Allowance shall be borne by Tenant. Prior to the construction of the Tenant
Improvements, Tenant shall cause its general contractor to submit to Landlord an
estimate of the total cost of constructing the Tenant Improvements. Tenant shall
have no obligation to escrow or set aside funds for its portion, if any, of the
cost of such Tenant Improvements, and shall only be required to fund such costs
if and to the extent that the Tenant Improvement Allowance has been disbursed in
full.

4.3. Procedure for Disbursement of the Tenant Improvement
Allowance. On or before the twenty-fifth (25th) day of each calendar month
during the construction of the Tenant Improvements, but in no event more
frequently than once every thirty (30) days, Tenant shall deliver to Landlord
such invoices marked paid and other evidence as Landlord shall reasonably
require of the cost of the design of the Tenant Improvements and the cost of the
Tenant Improvements already constructed and Landlord shall pay within forty-five
(45) days of



confirmation of such amount the amount invoiced by Tenant's architect or
Tenant's general contractor (subject to a retention of 10%), but in no event
shall the aggregate of all of Landlord's payments exceed the amount of the
Tenant Improvement Allowance; provided, however, that such invoices and other
evidence shall not be submitted by Tenant to Landlord until all of the
following, if appropriate, have occurred: (i) Landlord has reasonably and timely
determined that all of the Tenant Improvements constructed to date have been
satisfactorily completed in accordance with the Construction Documents, based
upon certifications satisfactory to Landlord delivered by Tenant and Tenant's
architect; and (ii) Tenant has delivered to Landlord invoices and unconditional
partial lien releases from the general contractor and each subcontractor.
Following substantial completion of the Tenant Improvements and prior to
Landlord's final disbursement of the Tenant Improvement Allowance (which shall
include a retention of ten percent (10%) of the Tenant Improvement Allowance),
Tenant shall comply with the requirements set forth in Section 3.8 above,
together with the following: (a) Tenant shall have submitted to Landlord a cost
breakdown of Tenant's final and total construction costs incurred in connection
with the Tenant Improvements, together with receipted invoices showing evidence
of full payment therefor; (b) Tenant shall have completed Landlord's punchlist
items, which list shall be provided by Landlord to Tenant in accordance with
Section 5 below; and (c) the Lease shall be in full force and effect and there
shall exist no event of default under the Lease or this Work Letter, and no
condition, event or act which, with the passage of time or the giving of notice,
or both, would constitute an event of default under the Lease or this Work
Letter.

5. Walk-Through of Tenant Improvements. Within two (2) business days
following the completion of the Tenant Improvements, Tenant shall notify
Landlord of the completion thereof and shall provide Landlord an opportunity to
inspect the Tenant Improvements. Within ten (10) business days following
Tenant's notice, Landlord (or its representative) shall walk-through and inspect
Tenant's work on the Tenant Improvements and shall either approve Tenant's work
or advise Tenant in writing of any defects or uncompleted items. Tenant shall
promptly repair such defects or uncompleted items to Landlord's reasonable
satisfaction. Landlord's approval of the Tenant Improvements, or Landlord's
failure to advise Tenant of any defects or uncompleted items in the Tenant
Improvements, shall not relieve Tenant of responsibility for constructing and
installing the Tenant Improvements in accordance with the Final Plans and this
wWork Letter, and in compliance with all applicable laws.

6. Default. Each of the following events shall constitute an event of
default ("Default") under this Work Letter:

6.1 Failure to comply with those conditions set forth in this
Work Letter which are required to be fulfilled by Tenant prior to the
commencement and installation of Tenant Improvements;

6.2 Failure to commence and/or complete construction of the
Tenant Improvements in compliance with this Work Letter;

6.3 Deviations in construction from the Final Plans (as
determined by Landlord or its representative) without the approval of Landlord,
the appearance of defective workmanship or materials in the construction of the
Tenant Improvements which are not corrected by Tenant within thirty (30) days
after notice from Landlord (or if the defect is such



that it cannot reasonably be corrected within said thirty (30) day period, the
correction of such defect is not initiated by Tenant within said thirty (30) day
period and thereafter prosecuted diligently to completion), or any other failure
by Tenant to complete construction and installation of the Tenant Improvements
in accordance with the conditions set forth in this Work Letter; and

6.4 The default or breach by Tenant of any provision of the
Lease.

7. Remedies. In the event of a default by Tenant hereunder, Landlord
shall thereafter have no further obligation to disburse any portion of the
Tenant Improvement Allowance unless and until such default is cured, and any
such default shall be a default under the Lease and shall entitle Landlord to
exercise all remedies set forth in the Lease. In addition, upon the occurrence
of a default by Tenant hereunder, Landlord shall have the right (but not the
obligation), at Tenant's sole cost and expense, to enter upon the Premises and
take over and complete construction and installation only as to those areas
where the construction or installation of the Tenant Improvements has been
commenced and such other areas to the extent necessary to relet the Premises,
and to make disbursements from the Tenant Improvement Allowance toward
completion of the Tenant Improvements. In connection therewith, Landlord may
discharge or replace the contractors or subcontractors performing such work. In
no event shall Landlord be required to expend its own funds to complete the
Tenant Improvements if the Tenant Improvement Allowance is insufficient. Where
substantial deviations from the Final Plans have occurred which have not been
approved by Landlord, or defective or unworkmanlike labor or materials are being
used in construction of the Tenant Improvements, Landlord shall have the right
to demand that such labor or materials be corrected, and if the same are not so
corrected, shall have the right to immediately order the stoppage of all
construction until such condition is corrected. After issuance of such an order
in writing, no further work shall be done on the Tenant Improvements without the
prior written consent of Landlord unless and until said condition has been fully
corrected.

8. Miscellaneous. Time is of the essence of this Work Letter. The
invalidity or unenforceability of any one or more provisions of this Work Letter
will in no way affect the validity or enforceability of any other provision.
This Work Letter and the Lease to which this Work Letter is attached constitute
the entire agreement of the parties with respect to the subject matter hereof.
This Work Letter may not be modified or amended except by a written agreement
signed by Landlord and Tenant. The captions of the paragraphs of this Work
Letter are for convenience and reference only, and in no way modify, amplify or
interpret the provisions of this Work Letter.

9. Attorneys' Fees. If any action or proceeding is commenced to enforce
the provisions of this Work Letter, the prevailing party in such action or
proceeding will have the right to recover from the other party its reasonable
attorneys' fees and costs and expenses of litigation.

10. Conflict. In the event of any conflict between the terms of the
Lease and the terms of this Work Letter concerning the construction of the
Tenant Improvements, the terms of this Work Letter shall prevail.



EXHIBIT C

FORM OF LETTER OF CREDIT

IRREVOCABLE STANDBY LETTER OF CREDIT NO.

Drafts drawn must be marked with
our Reference No.

Date of Issue:

To:

Applicant:

Ladies and Gentlemen:

We hereby issue YAHOO! INC., a Delaware corporation ("Beneficiary") our

irrevocable Letter of Credit No. for the account of ,
a corporation, and authorize you to draw hereunder up to
the aggregate amount of One Million and 0/00 U.S. Dollars (U.S. $1,000,000) by
means of your drafts at sight drawn on [Bank],

[City], [State].

Funds under this Letter of Credit are available to the Beneficiary as
follows:

Any or all of the sums hereunder may be drawn down at any time and from time to
time from and after the date hereof up to the expiry date, as herein described,
by Beneficiary when accompanied by this original Letter of Credit and a sight
draft (the "Draft") executed and endorsed by a proported officer of the
Beneficiary, accompanied by Beneficiary's signed and dated statement worded as
follows:

"The Beneficiary of Bank Letter of Credit No. hereby certifies that
Beneficiary is entitled to draw on the Letter of Credit under the terms of that
certain Lease dated between and in connection with the premises

located at 700 First Avenue, Sunnyvale, California."

We hereby agree that drawings under this Letter of Credit will be duly
honored upon presentation and delivery of documents specified above at the
counters of [Bank], [City],

[State], as follows: Documents hereinabove referred to in
compliance with Letter of Credit terms and conditions, presented before 11:00
a.m. [California] time on a Banking Day on or before the




Expiration Date of this Letter of Credit will be paid on the same Banking Day;
documents hereinabove referred to in compliance with Letter of Credit terms and
conditions, presented after 11:00 a.m. Pacific Standard time on a Banking Day on
or before the Expiration Date of this Letter of Credit will be honored on the
next succeeding Banking Day. As used herein, the term "Banking Day" shall mean
any day other than Saturday, Sunday or a Holiday, on which banks in the State of
California are required to be open for the purpose of conducting commercial
banking business. The amount of each such drawing must be endorsed on the
reverse hereof by the negotiating bank.

This Letter of Credit shall expire on [date], at
the counters of [Bank], [City],
[State].

Notwithstanding the above Expiration Date of this Letter of Credit, it
is a condition of this Letter of Credit that the term shall be automatically
renewed, without amendment, for successive, additional one (1) year periods
unless, at least thirty (30) days prior to any such date of expiration, we
notify the Beneficiary in writing by overnight courier service to the
Beneficiary's address set forth above (or at such other address as instructed by
the Beneficiary), that this Letter of Credit will not be renewed for such
additional one year period.

At any time after receipt by you of our non-renewal notice, you may draw
the available amount of the Letter of Credit by presenting your sight draft
drawn on us.

This Letter of Credit is transferable in its entirety by the Beneficiary
without payment of any fee or charge. Any transfer request in a form acceptable
to the Transferring Bank must be accompanied by the original credit, and the
transfer must be duly noted on the reverse of the original credit by the
Transferring Bank. Notice of any transfer, including the name and country of the
transferee must be sent to us by the Transferring Bank at the time of transfer.
The transferee must not be subject to the applicable provisions of the U.S.
Foreign Asset Control Regulations.

We hereby engage with you and any transferee that each draft drawn under
and in compliance with the terms of this Letter of Credit will by duly honored
on delivery of the documents as specified if presented at this office on or
before the expiration date of this credit or any automatically extended date.
The obligation of issuer under this Letter of Credit shall be the individual
obligation of Issuer and is in no way contingent upon reimbursement with respect
thereto and not dependent on the ability of Issuer to perfect a lien, security
interest, or any other reimbursement.

Except as otherwise expressly stated herein, this Letter of Credit is
governed by the Uniform Customs and Practice for Documentary credits (1993
Revision), International Chamber of Commerce -- Publication 500.

Please address all correspondence relating to this Letter of Credit to
the attention of [our Trade Services Group, Standby Letter
of Credit Unit], mentioning our reference number as it appears above.




Very truly yours,

Preparer/Authorized Signer

Authorized Signer



EXHIBIT D
RULES AND REGULATIONS

1. No sidewalks, entrance, passages, courts, elevators, vestibules,
stairways, corridors or halls shall be obstructed or encumbered by Tenant or
used for any purpose other than ingress and egress to and from the Premises.
Tenant shall further, at Tenant's own expense, keep the sidewalks and curb
directly in front of the Premises clean and free from rubbish.

2. No awning or other projection shall be attached to the outside walls
or windows of the Building without the prior written consent of Landlord. All
lighting fixtures hung in offices or spaces along the perimeter of the Premises
must be of a quality, type, design, bulb color, size and general appearance
approved by Landlord.

3. No sign, advertisement, notice, lettering, decoration or other thing
shall be exhibited, inscribed, painted or affixed by Tenant on any part of the
outside or inside of the Premises or of the Building, without the prior written
consent of Landlord. In the event of the violation of the foregoing by Tenant,
Landlord may remove same without any liability, and may charge the expense
incurred by such removal to Tenant.

4. The water and wash closets and other plumbing fixtures shall not be
used for any purposes other than those for which they were constructed, and no
sweepings, rubbish, rags or other substances shall be thrown therein. All
damages resulting from any misuse of the fixtures shall be borne by Tenant to
the extent that Tenant or Tenant's agents, servants, employees, contractors,
visitors or licensees shall have caused the same.

5. Tenant shall not mark, paint, drill into or in any way deface any
part of the Premises or the Building. No boring, cutting or stringing of wires
shall be permitted, except with the prior written consent of Landlord, and as
Landlord may direct.

6. No animal or bird of any kind shall be brought into or kept in or
about the Premises or the Building, except seeing-eye dogs or other seeing-eye
animals.

7. Prior to leaving the Premises for the day, Tenant shall draw or lower
window coverings and extinguish all lights.

8. Tenant shall not make, or permit to be made, any unseemly or
disturbing noises or disturb occupants of neighboring buildings or premises, or
those having business with them. Tenant shall not throw anything out of the
doors, windows or skylights or down the passageways.

9. Neither Tenant nor any of Tenant's agents, servants, employees,
contractors, visitors or licensees shall at any time bring or keep upon the
Premises any flammable, combustible or explosive fluid, chemical or substance.

10. No additional locks, bolts or mail slots of any kind shall be placed
upon any of the doors or windows by Tenant, nor shall any change be made in
existing locks or the mechanism thereof. Tenant must, upon the termination of
the tenancy, restore to Landlord all keys of stores,



offices and toilet rooms, either furnished to, or otherwise procured by Tenant,
and in the event of the loss of any keys so furnished, Tenant shall pay to
Landlord the cost thereof.

11. The moving of safes, freight, furniture, fixtures, bulky matter or
heavy equipment of any kind must be made upon previous notice to the Building
Manager and in a manner and at times prescribed by him, and the persons employed
by Tenant for such work are subject to Landlord's prior approval. Landlord
reserves the right to inspect all safes, freight or other bulky articles to be
brought into the Building and to exclude from the Building all safes, freight or
other bulky articles which violate any of these Rules and Regulations or the
Lease of which these Rules and Regulations are a part.

12. Landlord shall have the right to prohibit any advertising or
business conducted by Tenant referring to the Building which, in Landlord's
opinion, tends to impair the reputation of the Building or its desirability as a
first class building for offices and/or commercial services and upon notice from
Landlord, Tenant shall refrain from or discontinue such advertising.

13. Tenant's contractors shall, while in the Premises or elsewhere in
the Building, be subject to and under the control and direction of the Building
Manager .

14. If the Premises is or becomes infested with vermin as a result of
the use or any misuse or neglect of the Premises by Tenant, its agents,
servants, employees, contractors, visitors or licensees, Tenant shall forthwith
at Tenant's expense cause the same to be exterminated from time to time to the
satisfaction of Landlord and shall employ such licensed exterminators as shall
be approved in writing in advance by Landlord.

15. The requirements of Tenant will be attended to only upon application
at the office of the Building. Building personnel shall not perform any work or
do anything outside of their regular duties unless under special instructions
from the office of the Landlord.

16. Canvassing, soliciting and peddling in the Building or at the
Property are prohibited and Tenant shall cooperate to prevent the same.

17. No water cooler, air conditioning unit or system or other apparatus
shall be installed or used by Tenant without the written consent of Landlord.

18. There shall not be used in any premises, or in the public halls,
plaza areas, lobbies, or elsewhere in the Building, either by Tenant or by
jobbers or others, in the delivery or receipt of merchandise, any hand trucks or
dollies, except those equipped with rubber tires and sideguards.

19. Tenant, Tenant's agents, servants, employees, contractors,
licensees, or visitors shall not park any vehicles in any driveways, service
entrances, or areas posted "No Parking" and shall comply with any other parking
restrictions imposed by Landlord from time to time. Tenant shall not store any
vehicle within the parking area. Tenant's parking rights are limited to the use
of parking spaces for short-term parking, of up to twenty-four (24) hours, of
vehicles utilized in the normal and regular daily travel to and from the
Building. Any motor vehicles parked for longer than a 24-hour period shall be
deemed stored in violation of this rule and



regulation and shall be towed away and stored at the owner's expense or disposed
of as provided by Law.

20. Tenant shall install and maintain, at Tenant's sole cost and
expense, an adequate visibly marked fire extinguisher next to any duplicating or
photocopying machine or similar heat producing equipment, which may or may not
contain combustible material, in the Premises.

21. Tenant shall not use the name of the Building for any purpose other
than as the address of the business to be conducted by Tenant in the Premises,
nor shall Tenant use any picture of the Building in its advertising or in any
other manner without the prior written permission of Landlord. Landlord
expressly reserves the right at any time to change said name without liability
to Tenant.

22. Tenant shall not prepare any food nor do any cooking, operate or
conduct any restaurant, luncheonette or cafeteria for the sale or service of
food or beverages to its employees or to others, except that food and beverage
preparation by Tenant's employees using microwave ovens or coffee makers shall
be permitted provided no odors of cooking or other processes emanate from the
Premises. Tenant shall not install or permit the installation or use of any
vending machine or permit the delivery of any food or beverage to the Premises
except by such persons and in such manner as are approved in advance in writing
by Landlord.

23. The Premises shall not be used as an employment agency, a public
stenographer or typist, a labor union office, a physician's or dentist's office,
a dance or music studio, a school, a beauty salon, or barber shop, the business
of photographic, multilith or multigraph reproductions or offset printing (not
precluding using any part of the Premises for photographic, multilith or
multigraph reproductions solely in connection with Tenant's own business and/or
activities), a restaurant or bar, an establishment for the sale of
confectionery, soda, beverages, sandwiches, ice cream or baked goods, an
establishment for preparing, dispensing or consumption of food or beverages of
any kind in any manner whatsoever, or news or cigar stand, or a radio,
television or recording studio, theatre or exhibition-hall, or manufacturing, or
the storage or sale of merchandise, goods, services or property of any kind at
wholesale, retail or auction, or for lodging, sleeping or for any immoral
purposes.

24. Business machines and mechanical equipment shall be placed and
maintained by Tenant at Tenant's expense in settings sufficient in Landlord's
judgment to absorb and prevent vibration, noise and annoyance. Tenant shall not
install any machine or equipment which causes noise, heat, cold or vibration to
be transmitted to the structure of the building in which the Premises are
located without Landlord's prior written consent, which consent may be
conditioned on such terms as Landlord may require. Tenant shall not place a load
upon any floor of the Premises exceeding the floor load per square foot that
such floor was designed to carry and which is allowed by Law.

25. Smoking is prohibited in the Premises, the Building and all enclosed
Common Areas of the Building, including all lobbies, all hallways, all elevators
and all lavatories.



EXHIBIT E
REFUSAL SPACE

[SEE ATTACHED]



EXHIBIT F
PERMITTED HAZARDOUS MATERIALS

Test Lab Chemicals

The following is list of chemicals that may be used and/or stored by the Marvell
Semiconductor, Inc. Test Lab Group.

ACIDS AMOUNTS (NOT TO EXCEED)
Nitric 500 ml
Sulfuric 500 ml
Phosphoric 500 ml
Hydrochloric 500 ml
Hydrofluoric 500 ml
Acetic 500 ml
SOLVENTS

Acetone 1 gal.
Isopropyl Alcohol 1 gal.
OTHER

Hydrogen Peroxide 500 ml
Buffered Oxide Etch 500 ml
(ammonium fluoride,

hydrofluoric)

Chromium Trioxide 125 g



