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PART |

We have made statements under the captfi@tsors That May Affect Our Results," "Managemebtiscussion and Analysis of
Financial Condition and Results of Operations,"$Bess" and in other sections of this Form 10-K #ne forward-looking statements. You
can identify these statements by forward-lookingdgcsuch as "may," "will," "expect,” "intend," "acipate,” "believe," "estimate," "plan,"
"could," "should" and "continue" or similar wordehese forward-looking statements may also userdiftephrases. We have based these
forward-looking statements on our current expeatatiand projections about future events. Exampglésward-looking statements include
statements about: projections of our future resfltsperations or of our financial condition; depieent, capabilities and uses of our prodt
product development and product innovations; thgoirrance of proteomics as a major focus of biolepearch; the ability of our products to
enable proteomics research; the rapidly growingketeor protein purification products; the expamsa our product portfolio; increasing the
size of our sales and marketing organization; boltations and partnerships; establishment of Bi@araCenters™,; securing commercial
rights to biomarkers discovered at our Biomarkent€es; expansion of our intellectual property paitf, anticipated trends in our business;
revenue growth; future sales volumes for consunsalilereasing costs, including sales and marketegggarch and development, and general
and administrative costs; anticipated future losergected levels of capital expenditures; expansfmur business using the recently-
acquired BioSepra business; increased manufacteffiggencies and a corresponding decline in céséeenue as a percentage of revenue;
the development of improved products; the outcofegal proceedings; the period of time for whialr existing financial resources and
interest income will be sufficient to enable ugrtaintain current and planned operations; and thdkehaisk of our investments. These
statements are subject to risks and uncertairftecbuld cause actual results to differ materjatigluding the risks set forth under the
caption "Factors That May Affect Our Results" itstRorm 10-K and the risks outlined in our othéinfjs with the SEC. We believe it is
important to communicate our expectations to ouedtors. However, there may be events in the fuhatwe are not able to accurately
predict or that we do not fully control that cowlause actual results to differ materially from thespressed or implied in our forwdbking
statements



ITEM 1. BUSINESS
Overview

We develop, manufacture and market ourdii@hip® Systems, which use patented Surface Emdtbinaser Desorption/lonization
("SELDI") technology. The ProteinChip Systems ergtlotein discovery, characterization and assagldpment to provide researchers with
a better understanding of biological functionshat protein level. Protein characterization is thtetmination of the detailed identity of a
protein, including its sequence as predicted byctireesponding gene and any chemical modificatioimeduced after the protein is produc
Assay development is the simplification and optitiizn of a set of procedures to develop a methoddtecting and quantifying a specific
protein. Our ProteinChip Systems are novel, englitiols in the emerging field of protein-based byl research, known as proteomics.
While recent technological advances in DNA toolséhaubstantially changed the field of genomics aibsence of enabling protein analysis
tools has limited progress in proteomics resedPchteomics provides a direct approach to understgritle role of proteins in the biology of
disease, monitoring disease progression and thepbetic effects of drugs. We believe proteomidslvei a major focus of biological resea
by enhancing the researcher's understanding offgecdon and the molecular basis of disease. Iy ¥299, we commercially launched the
ProteinChip Biology System. We currently market aptl the ProteinChip System family of proteomiesearch equipment, including: (i) the
ProteinChip Biology System, a versatile systenpiatein analysis; (ii) the ProteinChip Biomarkers&m, a system including Biomarker
Patterns™ Software for advanced protein expregsiofiling; (i) the ProteinChip Tandem MS Interador advanced identification work
using tandem mass spectrometry; (iv) automatiorssmries such as the
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Biomek® 2000 Workstation to facilitate sample hamglland increase throughput; and (v) associatedsaceies. We also provide associated
SELDI technology contract research services thraugtBiomarker Centers™ to foster further adoptiéour products and technology as an
industry standard and to generate revenue by abgpgome combination of fees and commercial righlisted to biomarkers discovered in
our Biomarker Centers in consideration for reseagtirices.

With the acquisition of the BioSepra pracekromatography business from Invitrogen Corponatin July 31, 2001, Ciphergen has also
entered the protein purification market. Locatedrrfearis, France, BioSepra develops, manufactmesells chromatography sorbents for
large-scale purification of proteins. Ciphergen &maiSepra have been integrating their respectileassnd marketing organizations, and have
initiated a joint development program for a lingpobducts to address process proteomics, an engemtainket driven by pharmaceutical
company demand to produce proteins for researcela@ment and therapeutic manufacturing purposihdtgen believes BioSepra's
protein chromatography products, combined with €rgen's ProteinChip System, will create a novel@ggh to protein purification and
address a significant bottleneck in the field aftpomics.

Ciphergen Biosystems, Inc. was originatigdrporated in California on December 9, 1993 utidemame Abiotic Systems. In
March 1995, we changed our corporate name to GyeineBiosystems and in June 2000, we reincorporatBelaware.

Industry Background

Genes are the hereditary coding systernviofjl organisms. Genes encode proteins that aponsible for cellular functions. The study
genes and their functions has led to the discooEnew targets for drug development. The majorftgdraig targets are proteins, such as
receptors, hormones and enzymes. Although genaati@mss researchers to identify drug targets, itsdoet provide complete information on
how these targets function within an organism. idusources estimate that within the human gertber® are approximately 30,000 genes.
The initial structure of a protein is determinedabgingle gene. The final structure of a proteifmaéguently altered by interactions with
additional genes or proteins. These subsequenfficetébns result in hundreds of thousands of ddfamroteins. In addition, proteins may
interact with one another to form complex strucsuteat are ultimately responsible for cellular fios.

Genomics allows researchers to establishelationship between gene activity and diseasaener, many diseases are manifested not
at the genetic level, but at the protein level. Thmplete structure of modified proteins cannotiermined by reference to the encoding
gene alone. Thus, while genomics provides somernrdtion about diseases, it does not provide aufudlerstanding of disease processes.

The Relationship Between Proteins and Diseases

The entire genetic content of any organignmown as its genome, is encoded in strands ofyddmaucleic acid, or DNA. Cells perform
their normal biological functions through the geo@tstructions encoded in their DNA, which resultghe production of proteins. The
process of producing proteins from DNA is knowrgase expression or protein expression. Differeircéiging organisms result from
variability in their genomes, which can affect teeels of gene expression. Each cell of the orgamgpresses only approximately 10% to
20% of the genome. The type of cell determines whienes are expressed and the amount of a partgrokein produced. For example, liver
cells produce different proteins from those prodiog cells found in the heart, lungs, skin, et@t®ns play a crucial role in virtually all
biological processes, including transportation stalage of energy, immune protection, generatiahteansmission of nerve impulses and
control of growth



Diseases may be caused by a mutation eha that alters a protein directly or indirectlyatiers the gene's level of protein expression.
These alterations interrupt the normal balanceratigins

and create disease symptoms. A protein biomarlepietein that is present in a greater or less@uat in a disease state versus a normal
condition. By studying changes in protein biomaskeesearchers may identify diseases prior toppeaance of physical symptoms.
Researchers identify proteins by their moleculaigive In addition, researchers can utilize protaimmarkers to identify new disease
pathways to be used as drug targets. Disease patlama groups of interacting proteins that leadisease if any one or more of the proteins
is altered. Historically, researchers discoverexgin biomarkers as a byproduct of basic biologitiséase research. This has resulted in the
validation by researchers of approximately 200girobiomarkers that are being used in commercalbilable clinical diagnostic products.
The development of new diagnostic products has beted by the complexity of disease states, whitdy be caused or characterized by
several or many interacting proteins. Diagnostadprcts that are limited to the detection of a ®mglbtein may lack the ability to detect more
complex diseases, and thus produce results thaihazeptable for practical use. In recent yehesNational Institutes of Health, or NIH, |
recognized the importance of protein biomarkersviarcoming this problem and their usefulness indéaeelopment of new diagnostic and
therapeutic products. The NIH has established @t gnagram (The Early Detection Research Netwaykuhd the discovery and clinical
validation of new protein biomarkers.

Limitations of Available Technologies for ProteosmiResearch and Protein Purificatir

Efforts to understand biology and to imprdkie diagnosis, monitoring and treatment of diseasive been dramatically enhanced
through advancements in modern genomic technologfesse new technologies have formed the basihéodevelopment of new analytical
tools, which are primarily directed at DNA and gemo analysis, but are not applicable to proteiragsh or proteomics. These new tools
have accelerated the ability to sequence and améihgzhuman genome. Historically, researchers gekélectrophoresis as a primary tool for
sequencing DNA. Gel electrophoresis measures hoa EENA fragment migrates through the pores of gelesponse to an applied electric
field over a fixed time interval. Electrophoresisai timeeonsuming, manual process that requires large armafipure DNA to be useful. T
development of polymerase chain reaction, or PQ&wvad researchers to amplify, or produce multigpies of a fragment of DNA.
Researchers could then enhance the signal of araceints of DNA from an unprocessed biological samglich as tissue or blood, to a level
where measurement was possible. Successive advarteeinologies have produced faster, automatgdeseing machines and new,
biochip-based technologies. These new technoldgies dramatically improved the throughput and aaopof DNA analysis. In addition,
these new technologies have reduced costs by Bingeautomation and reducing necessary labor.

Although recent technological advances tzareefited genomics, there have been fewer sigmifiadvances in proteomics. While DNA
has been relatively simple to study because @dte of detection and linear structure, proteityaisahas been a far more difficult challenge.
The goal of proteomics is to determine the stricturd function of proteins. Researchers use teahriguch as tagging, amplification and
sequencing to analyze DNA, but researchers carsethese techniques effectively to study protéihese techniques can change the
structure of proteins and may change their chatiatites or function, which would limit researcheability to identify and analyze samples. In
addition, these techniques do not allow researdioarsonitor or study how proteins interact, ordentify which proteins interact together, to
perform biological functions.

Currently, researchers perform proteomesearch using gel electrophoresis and other prpteification and analysis products. These
tools require substantial, labor-intensive sampéparation processes to enable researchers toqga@tough purified proteins before
identification and analysis can occur. In addititiese tools must be operated by researchers whitantial technical expertise. As a result,
proteomics research has not advanced at a rateacahip to that of genomics. New tools are needatate specifically designed to allow
researchers to analyze proteins to enable protemarker discovery, to fully understand biologipathways and function, and ultimately to
accelerate the discovery of new drugs and clird@gnostics. Moreover, there is a bottleneck inrgpd
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purification of proteins from either native biolegi sources or from "gene to protein,” biologicathanufactured proteins. Scientists must
obtain proteins of interest from such sourcesiigdajuantities for basic research studies, drugpgliery and development. In addition, the
increasing number of biological therapeutics anchaatonal antibodies in clinical trials and in pieiical development is creating a major
shortage in production capacity for such produntsan increased need to improve large scale patiific methods. Thus, there is a rapidly
growing market for protein purification productgenxding from benchtop research to large-scale naaturfing.

The Ciphergen Solution

We develop, manufacture and market ourdfrGhip Systems using patented SELDI technologg. HitoteinChip Systems enable
protein biomarker discovery, characterization asghy development. Our ProteinChip Systems integjnat&ey steps of proteomics research
on a single, miniaturized biochip. Our ProteinC8istems incorporate patented Sur-Enhanced Laser Desorption/lonization, or SEL



technology on the surface of a consumable bioahifich allows researchers to capture and analyzeipsodirectly. Our ProteinChip
Systems enable rapid, reproducible, on-chip pragpression and protein analysis from complex lgiolal samples, such as whole blood,
tissue or saliva, without separation, tagging amgldication processes and with minimal prior piggtion. SELDI enables protein detection
and quantification by reducing signals from unwdrtt@molecules that would otherwise obscure thesmesnent results.

We believe our ProteinChip Systems enaddearchers to identify and quantify proteins bgaimolecular weight detection and
measurement. Researchers can add chemicals or esagrany step during the process to greatly erehwecdetailed knowledge gained fr
a set of experiments. We believe the integratiothe$e processes enables a researcher to rapmdiyver, characterize and assay proteins
directly from biological samples, providing a notethnique for protein discovery and analysis camqbéo currently available methods. We
believe our ProteinChip Systems can enable proési@arch in the following areas:

. Differential Protein Expression. Our ProteinChip Systems are designed to ermblegy researchers to rapidly conduct
studies in differential protein expression. Diffetial protein expression is the comparison of pnatexpressed in different,
usually related, biological samples, such as bkedm from a diseased individual and blood serwm fan individual without
that disease. The differences include both diffeesrin the identities of the collection of protemmesent in the samples, and
differences in the amounts of a particular proteigsent in both samples. Proteins that are eittesept in one sample and
absent in the other, or present at different neddlevels in both samples, are potential proteimriairkers of the disease. Further
research may validate the use of potential prdigimarkers for the diagnosis of the disease oam@ets for the discovery of
drugs to treat the disease. In addition, the infdiom derived from our ProteinChip Systems enabkbésntists to compare
genetic message information derived from DNA bipshior miniaturized biochips containing DNA, to f@ia information, in
order to better define protein function. Expressardies and protein discovery that previously weangossible to conduct or
took months or years can be performed on our RrGtep Systems in days or even hours. By quickhhaairag statistically
significant numbers of samples, biomarker cand&laéen be validated. Researchers can use quarditssays of proteins
developed from differential protein expression imgtdose and monitor disease.

. Protein Characterization. Once a potential protein biomarker is idendifia usual next step is the characterization of the
protein. Protein characterization is the procestetérmining the identity of the protein and/or rtderizing aspects of its
physical structure. Using our ProteinChip Systdniapgy researchers can purify a rare protein feoonude biological sample
in hours, a process that required days or weeklstvétlitional methods. Researchers can then daterthe identity of the
protein. This process can involve, for example,

determining a fragment pattern for the protein ¢oeed, for example, by treatment with enzymes) withProteinChip
Systems, and comparing this pattern with fragmaittems of proteins identified in publicly availalgrotein and genomic
databases. Based on this comparison, the reseanelyeoe able to identify the protein in the datatthast corresponds to the
experimental protein. Identifying a protein can\pde the researcher with information useful in uistending the biology of
the sample being studied. Identifying the gene framch the protein originates can provide usefidctiral or processing
information. Also, researchers can characterizeaspf the physical structure of a protein usingProteinChip Systems to
perform enzymatic-, chemical- or antibody-basetbtes assays. Such assays may reveal, for examipéther the protein has
been modified after production. Protein modificat@an indicate changes in protein function, whigyre important to the
particular disease under study.

. Quantitative Assay of Proteins and Protein Intei@ts. Once a protein biomarker has been identifiedl@aracterized, the
researcher may want to develop assays based @nateén. One such assay is the routine detectigheoprotein and
determination of its amount in a sample. This guantitative assay. It is useful, for example,iBgdostic assays for the
severity or stage of a disease. Another assayeistaf protein interactions between the biomasket other proteins. This as:
is useful in tests of the biological function oétprotein that may be important for its role inedise. This assay is also useful in
drug discovery to identify drug candidates thagiifere with protein interaction. Our ProteinChips&mns enable the researcher
to perform quantitative and protein interactionagssby selecting a limited number of chemical achemical surfaces and
optimizing the conditions for a particular typeasfsay. We believe assay simplification will spagttfional validation of
discovered biomarkers for both diagnostic and dlisgovery applications. Currently, researchers takay weeks or months
to accomplish this process using conventional teldgies. We believe our ProteinChip technology iesttuce this process to
days or even hours.

. Novel, High-Speed Protein Purification and Prodanti Researchers seek rapid purification of protéims either native
biological sources or from "gene to protein,” bigitally manufactured proteins in order to condwagib research. Drug
developers need to obtain large quantities of prstef interest for target discovery, validatiorddarge-scale production of
therapeutics. Ciphergen's ProteinChip Systemsugfiréhe application of gradient wash conditionthievchromatographic
surfaces of these arrays which produces a stepehisen of retained compounds, may allow "on-ctoptimization and
purification of proteins in hours or days versugilgor months using existing methodologies. Thechip" optimization
method is akin to that accomplished while utilizewjumns for liquid chromatography (LC) separatibns the method allows
for purification using only microliters of biologat sample versus milliliters of biological sampded it is thus particularly
useful as "predictive protein chromatography" irgéascale production. Ciphergen's new method dfypanalysis is calle



ProteinChip Retentate Chromatography—Mass Spectrgr(fRC-MS). Moreover, with the acquisition of Bie@a, Ciphergen
can also now offer BioSepra® sorbents and chromapdty products and services in the applicatiorpoddictive protein
chromatography" or scaling up of the "on-chip" optation and purification process achieved using\R&

Our Market Opportunity

There are several types of laboratoriesgheorm proteomics research and development. 8llewe our ProteinChip System and
BioSepra chromatography products can enable pratsaesearch in the following markets:

. Basic Biology Research. Basic biology research laboratories focus @nstiudy of general biological processes and the
understanding of the molecular basis of diseasereTare over
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320,000 scientists from academic and governmegtreh institutions pursuing this research worldwhest of the techniqu:
used by researchers in basic biology researchutty giroteins are labor intensive or have limitedlgtical capabilities. We
believe that the ease of use and problem-solvingatiity of our ProteinChip Systems may enablddgsts to perform
proteomics research at their workstations in thedatory.

. Clinical Research and Diagnostics. Clinical research is focused on associatingiadi disease symptoms to changes in
certain proteins in the disease state versus indhmal state. In doing so, researchers seek tdifgdiomarkers, many of
which are proteins, that can be used to diagnammades early, assess treatment response and nt@dtarent progress.
Currently, physicians pursuing clinical researdtkla flexible, integrated, standardized tool tofgen protein biomarker
discovery. We believe that our ProteinChip Systemy enable researchers to rapidly discover prditi@markers and to
develop these biomarkers into clinical diagnostatg.

. Pharmaceutical Drug Research and DevelopmenA current bottleneck in drug research is seaondcreening, during whi
drug lead candidates are validated by researclsarg aomplex biological assays in which markersuemed to assess biologi
responses to varying compounds, dose levels ardit@mrs. Current assay systems often have pooiifspgg are usually
labor intensive and require substantial developrtier®. In addition, over 50% of drug developmeriufg@s now occur in
toxicology, or the study of the negative or harndtfects of a drug, in which the availability ofafisl data is hampered by
similar issues. We believe a lack of protein biokeas currently limits the ability of researchersattequately evaluate drug
target function, cell pathway analysis and toxigadal and therapeutic effects throughout the drenptbpment process. We
believe our ProteinChip Systems can substantialjyrove preclinical development and clinical triieetiveness by greatly
expanding the use of protein biomarkers.

. Pharmaceutical Production Process Another current bottleneck appears in drugetiyment and production. The most
popular current method for preparative separatfqrateins is liquid chromatography (LC). In LC liasorbents, which have
complementary physicochemical properties to praeteirinterest, are employed for selective adsonpfim design an LC
protein separation process is not a trivial operathowever, but rather a relatively long and sysiiEc task built essentially on
a trial and error approach. The application of BroteinChip System—the RC-MS method—is a rapidédtive method that
consumes minimal sample yet predicts optimal s¢iparaonditions for large scale LC purificationmbteins from complex
biological matrices. Furthermore, we can offer BioSepra process development chromatography predunct services in the
actual large scale application of the preparatiodgin separation conditions as determined usimgPooteinChip Systems.

Business Strategy

We intend to establish our ProteinChip 8yt as the enabling technology platform for probéimarker discovery and proteomics
research in the basic biological research, climeséarch and diagnostics, and pharmaceuticaldisegvery and development process
markets. Key elements of our strategy are to:

. Accelerate Awareness and Acceptance of Our ProtémSystems. We intend to focus on expanding the installasiebof ou
ProteinChip Systems with leading academic, goventnpharmaceutical and clinical research laborasot® promote
awareness and acceptance of our technology. Iti@uldive will support the use of our ProteinChigs&yms through customer
education and training as well as customer collaans to increase the applications and use oPooteinChip Arrays.
Further, we intend to pursue commercializationwf groducts through
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our own sales and marketing organizations in NArtterica, Europe and China, and through distribuitoither parts of th



world, including through our joint venture with Sitamo Corporation in Japan and through sales reptasives covering
Australia, Israel, Korea, Malaysia, New Zealand Simthapore.

. Expand Product Development and InnovationWe intend to expand the scope of our produdf@®m by continuously
developing new products and applications baseduiof®mteinChip technology. We believe that by exjiag the applications
of our technology and products and increasing flueictionality, we will promote the use and acceptof our ProteinChip
Systems by biology researchers. The ProteinChigumts we are currently attempting to develop inelndxt generation
products to further automate and increase the ¢fimowt capacity of the protein analysis procesd) pigrformance proteomics
systems and more compact versions of our protecsystems that can be used by researchers in theataby.

. Establish and Operate Biomarker Centers™Both directly and through partnerships, werdté continue establishing and
operating our Biomarker Centers, which provide SEtdghnology-based research services. By perforroamgracted research
projects and engaging in research collaboratioesntend not only to foster further adoption of punducts and technology
an industry standard, but also to generate revbpudbtaining some combination of fees and commerigjats related to
biomarkers discovered in our Biomarker Centersoims@eration for research services. We believettteste biomarker
discoveries, which may have diagnostic and/or euwtic utility, could be our way of directly paifpating in predictive
medicine. We believe that our Biomarker Centers amnelerate biomarker discovery and validationdthipharmaceutical
drug discovery, toxicology and clinical trials, aindclinical research laboratories. We plan to dgghe prototypes of our next-
generation ProteinChip Systems to maintain a tdognmal advantage in our Biomarker Centers.

. Expand into the Process Proteomics MarketWe intend to leverage the use of RC-MS andeft€hip Systems to promote
BioSepra's business of chromatography sorbentarfge scale purification of proteins. Ciphergen 8miSepra have been
integrating sales and marketing, and have initiatggnt development program for a line of produoctaddress process
proteomics, an emerging market driven by pharmacauwtompany demand to produce proteins for resea®velopment and
therapeutic manufacturing purposes.

. Expand Our Intellectual Property Portfolio. We include many issued, allowed and pendingrgaton the SELDI technology,
the ProteinChip Systems and BioSepra sorbentsricwvent patent portfolio and intend to expand gortfolio in several
areas of technology related to our business, imafudpplications of SELDI technology, biomarkeradigeries and sorbent
technology. We intend to continue to develop owppietary technologies and proprietary infrastruetn support of our
existing SELDI technology, ProteinChip Systems BrafSepra sorbents. For example, we intend to devedov surface
chemistries for our ProteinChip Arrays, enhancemémbur ProteinChip Readers and advances in @lysis and database
ProteinChip Software, in order to broaden the rasfggpplications and opportunities that researcbansaddress. We intend to
continue to license and acquire technologies frtmers that complement our core capabilities antept@ur proprietary
technologies with patents and trade secrets.

Our ProteinChip Technology

Our ProteinChip technology is based on SEkibich combines laser-based molecular weightdite with the use of a chemically or
biochemically active biochip array surface consddrom proprietantreated metal. Our ProteinChip technology enaldesarchers to apj
a crude biological sample, such as whole bloodssué, directly to the surface of a ProteinChipafriThese ProteinChip Arrays are designed
to select desired proteins from the sample thrafihity capture, which employs chemical processelkiochemical targets such as recept
antibodies or DNA probes. Researchers then wasl tvearemainder of the unused sample with a vanégplutions with varying stringent
conditions, depending on the type of test perfornidéis enhances the signal of the proteins of @steon the biochip by reducing signals fr
unwanted biomolecules that would otherwise obstheeneasurement results. The purified sample proteimain evenly distributed on the
surface of the ProteinChip Array. This even disttibn allows the researcher to accurately measugjaantify the proteins.

The researcher then places the Protein@igyy in a specially developed laser-based, mobrowkight detection analyzer, or
ProteinChip Reader. The ProteinChip Reader usasest beam to release the retained proteins frorRrbteinChip Array surface. The
ProteinChip Reader accelerates the retained peoteid guides them through a flight tube under varctaia detector. The time of this fligh
directly related to the exact molecular weight afte protein. This process allows the molecular tted§ a sample protein to be determine:
the researcher.

The researcher generates protein exprepsidites by examining the samples collected wiftfedent affinity-based ProteinChip Arrays
or different stringency washes, and collectingittiermation under the different conditions. Using &#roteinChip Systems, researchers can
compare protein expression profiles from differgaunples, such as disease versus normal statessptay dlifferences in the proteins
expressed. Proteins that are differently express#tk disease versus normal state may be newpfpaltg relevant protein biomarkers.
Researchers can then process proteins of intemestip to:

. obtain sequence identification;



. detect secondary modifications of protei
. identify protein interactions; and

. guantitatively measure protein concentrations.
Our ProteinChip Systems

In May 1999, we commercially launched thet&®nChip System, Series PBS II, which we nowré&deas the ProteinChip Biology
System. It consists of consumable ProteinChip Ariegntaining chemical or biochemical binding stiesa biochip, a ProteinChip Reader to
read the ProteinChip Arrays, and our proprietagtéinChip Software to analyze and manage protesedbanformation.

In December 2001, we announced the intrioluof the new ProteinChip Biomarker System whintorporates Biomarker Patterns™
Software and ready-to-use profiling kits. The syste designed for advanced protein expressionlprgfand serves as a versatile clinical
proteomics platform for scientists in clinical dise and toxicological research, pharmaceuticareBeand development, and clinical
diagnostics.

Each of the ProteinChip Biology System #relProteinChip Biomarker System is comprised ai@@ombination of the following
components: ProteinChip Arrays, a ProteinChip Red@i®teinChip Software and Biomarker Patterns\@afe.

8

OurProteinChip Arraysare typically used by researchers for protein esgiom profiling, characterization and quantitapretein
interaction applications. Our ProteinChip Arrayssist of a metal surface with multiple sample spdte treat these spots with our
proprietary coatings that are designed to capterain families of proteins. We can apply singlatomgs to several spots or we can simply
apply multiple types of coatings to spots on ongétnChip Array to create a variety of selectiwiynditions. We offer two standard types of
ProteinChip Arrays. One type has ready-to-use ctansurfaces. This type is particularly useful @rfprming differential protein expression.
The other type has pre-activated surfaces thabmess use to make their own customized biochersigdhces. This type is particularly
useful in protein interaction studies. We are mofuired to customize our ProteinChip Arrays to nofient specifications. Researchers use
both types of ProteinChip Arrays to perform protigientification and characterization.

OurProteinChip Readeis a laser-based, molecular weight detection systesigned for use with our ProteinChip Arrays. Vésidgned
our ProteinChip Reader to be used in the labordigryasic biology researchers. Our ProteinChip Beadnsists of a nitrogen laser, high-
speed digital electronics, a vacuum system andralatd personal computer with our proprietary Pm@kip Software for system control and
data analysis.

OurProteinChip Softwarés designed to facilitate system operation by lygleesearchers with no experience in molecularotiete
systems and minimal experience in protein analjf$is. software allows fully automated operationhaf ProteinChip Systems with graphic
data presentation and analysis readouts in fanfidiranats for the biologist, such as those displaygdel electrophoresis systems. Our
ProteinChip Software enables differential proteipression analysis by automatically comparing pnopeofiles and highlighting differences
in protein expression. Our ProteinChip Softwarevjates researchers with Internet access for rapgisbdae searches, which facilitates protein
identification. Furthermore, our ProteinChip Softevallows researchers to perform quantitative mdteeraction assays.

OurBiomarker Patterns Softwais designed to automate pattern recognition-basidtacal analysis methods to correlate protein
expression patterns from clinical samples with aligephenotypes. This multivariate data analysisvaoé solution addresses a key
component of the biomarker discovery process. Aomagnefit of the ProteinChip platform is in theabvery and correlation of multiple
biomarkers in a population of samples to rapidlljdade clinical, toxicological and cell pathway paltogy. As was the case in the
development of DNA array technology, the flood afalproduced by the instrument makes informatioisteritical to interpreting the results.
The new software package combined with an updd&ezhiarker Wizard" module in the core ProteinChigt®&are package automatically
identifies multiple protein peaks that correlatéhwphenotype differences between samples.

OurProteinChip Tandem MS Interfaeeas introduced in May 2001. The ProteinChip Tandé#interface can be affixed to a tandem
mass spectrometer (either a QSTAR™ mass spectrooreaeQ-Tof™ mass spectrometer) and thereby alloesearcher to gather data
regarding a biological sample using both ProteipGkirays and tandem mass spectrometry. The Prawgnlandem MS Interface allows f
biochip-based identification studies, epitope ahdgphorylation mapping and protein interaction ysed with a tandem mass spectrometer.

Available exclusively through Ciphergen, began to sell a customized version of Beckman t€dsIBiomek 2000 Workstation in late
2001. The Biomek 2000 is a device that automatgsdihandling when used in combination with Cipleerg 96- and 192-well ProteinChip
Array processors. Sample throughput can be incddagéive-fold or more while improving reproduciityl using this robotic accessory. In
addition, the Biomek 2000 can be used to performpda fractionation procedures prior to chip binditigus increasing the number of prote
detected from each samp



Finally, we offer a number of related asmeies, such as bioprocessors, reagents, spin neland assorted kits designed for proteomics
research.

Biomarker Centers

Our Biomarker Centers, which provide SElt&ihnology-based research services, and which eveparating directly and through
partnerships and client relationships, foster frédoption of our products and technology as dustry standard and generate revenue by
obtaining some combination of fees and commeraalts related to biomarkers discovered in our BidtaaCenters in consideration for
research services. We intend to discover and cteaizae new protein biomarkers and patterns of bitwera from biological samples provided
by our future collaborators. We believe that ousrBarker Centers may accelerate biomarker and bl@naattern discovery and validation
in pharmaceutical drug discovery, toxicology andichl trials, and in clinical research laboraterig/e intend to deploy the prototypes of
each next-generation ProteinChip System and offesnialized equipment and software to maintain artelogical advantage in our
Biomarker Centers. In addition, we intend to obtmmercial rights related to biomarkers discovenenlur Biomarker Centers.

We believe that biomarkers and their uséiagnostics are patentable. The Biomarker Cehters established revenue and license
generating project contracts with the MD Anders@mézr Center, the Prostate Cancer Center at Ea4tginia Medical School, The Johns
Hopkins Medical School, five other academic andegoment institutions, four commercial biotechnolagynpanies and five pharmaceutical
companies. These project contracts specify thestgpsamples that will be analyzed, outline thekntorbe done and specify a fee and license
rights for the project. The centers are also periieg discovery and validation work in a number ofi@borations aimed at diagnostic and
therapeutic products. We have commercializatiohtsiginder all of these collaborations.

Our Biomarker Centers perform agreed-upmalyses on customer samples in order to eithepdesdiomarkers and biomarker patterns
for a variety of differential classification andeglictive purposes, or sequence particular proteidbtain a probability of match between
known and unknown proteins (positive identificajioor a determination that the protein has not lremiously identified. The terms of a
project contract include our quotation of a feedmpecified analysis plan on a defined samplé/getcannot currently estimate the
commercial significance of rights to biomarkersttiva may acquire. Their value depends on the saamte of the discovery made. We
intend to be the primary licensee for medical uddsomarkers discovered under our project consrddte expect that our Biomarker Centers
will extend the analysis capabilities of our cuséws) thereby increasing awareness of the rangardeohnologies and thereby increasing
sales of our ProteinChip Systems.

While most of our Biomarker Center contsagte fee-for-services arrangements, we also hawedad research and development
agreement with the Israel-U.S. Binational IndusfReasearch and Development Foundation ("BIRD"),chtis funding research we are
undertaking with Mindsense Biosystems, Ltd., using SELDI technology to discover potential biomaskfor the diagnosis and monitoring
of major depression. Revenue from the BIRD graeijsected to total $450,000 over three years, baggrDecember 1, 2000. Through
December 31, 2001, we had recognized $129,000vehtee related to the BIRD grant.

We have leased facilities for our Biomar&enters in Copenhagen, Denmark, in Malvern, Pdwaisia, and as part of our headquarters
facility in Fremont, California. We have hired mgesaial and scientific staff for these facilitiesdawill evaluate the establishment of
additional Biomarker Centers in the future.

In communications with us, Molecular An&gal Systems ("MAS") has asserted that the subdieergreements to the SELDI technology
do not extend to our providing services in protezsmi
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to customers as we currently do, which is partwfBiomarker Center strategy. (See "Legal ProcegdiihWe believe that the sublicense
agreements do grant us the right to provide sesvit¢his manner, and we plan to continue pursoimgBiomarker Center strategy as we
attempt to resolve our dispute with MAS. Howevéras a result of litigation, it should be deteredrthat these activities at our Biomarker
Centers are beyond the scope of the sublicenseragrds, we may be required to cease operatiore@ittmarker Centers or significantly
alter their activities.

BioSepra and Process Proteomics Business

Ciphergen's BioSepra Process Division laas technical competencies in the area of comp¢mitmnic and inorganic) material and
biological separation sciences. For over 25 yehey, have focused this expertise on the developarhuse of chromatographic sorbents for
large scale manufacturing of natural and recomhipesteins, vaccines and antibodies. BioSepra'sposite chromatography sorbents
combine very rigid and stable base materials wigh binding efficiency hydrogels to yield produdtst are physically strong and chemically
stable with high binding capacity and excellentasafion properties. These unique composite sorterable biopharmaceutic



manufacturers to produce biological drugs fastucedperational costs and improve product qualitye broad technology base on which
these sorbents are based also allows functionializéir a wide variety of applications.

Among the most recent and promising teabgiies within the BioSepra Process Division prodiffering are industrial sorbents basec
the use of dual-mode and mixed-mode interactions'afiinity" ligands. The application of these tecogies makes it possible to develop
unique separation mechanisms which can give cusmhighly efficient alternatives to traditional rhetls. Promising new technologies for
antibody purification and expanded bed chromatduydpr the capture of target molecules from unfikzdifeed streams are also being
developed.

Ciphergen's BioSepra Process Division ha&la range of products suitable for biopharmacalipproduction. Many of BioSepra's
sorbent brands such as SPHEROSIL ®, SPHERODEX @GSARRYL ®, ULTROGEL ®, HYPERD ® and HYPERCEL ® aoairrently
used in the clinical production of biopharmaceusicancluding full scale manufacturing of FDA-retgieed products in both North America
and Europe.

With the acquisition of BioSepra, Cipherders also been able to combine chromatography alaweint expertise with SELDI-based
ProteinChip technology to begin a new approachraten purification called "Process Proteomics"isTiew approach combines the
previously separate operations of purification mgtation and protein analysis. This single-stepcbip approach offers the potential to
dramatically accelerate and simplify purificatioeveélopment and analysis.

Sales and Marketing

We have developed a direct sales forcedmade. Our sales process involves on-site appticatproblem-solving, scientific
publications, product demonstrations, seminarsibéshconventions and meetings, word of moutheatimail, advertising and the Internet.
We have designed our sales process to increasenzvkreness of our ProteinChip Systems and proatctptance of our technology as an
industry standard.

Our sales force includes program manageérs,all have sales experience, and field reseamelmtists, most of whom have Ph.D. deg
in biology or biochemistry. Generally each prognaranager works with a team of two to four field stigts. The primary responsibility of
the program manager is to manage sales effortspiiimary responsibility of the field research stignis to provide solutions to biological
problems for our customers and sales prospectadhrapplications development, scientific seminigt scientific publications with
customers and product
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demonstrations. In addition, the field researckmists serve as our primary field representativeaftersales customer service and techn
support. We have 16 program managers, includingetwployed by our joint venture in Japan. We als@eh#6 field research scientists,
including five employed by our joint venture in aap

We formed Ciphergen Biosystems, K.K. inalam January 1999, as a joint venture with Sumit@orporation to distribute our
products in Japan. Sumitomo has a majority ownprishihe joint venture, with transfer of majoritwpership to us to be accomplished, at
option, on a pre-determined formula basis as eal2002. It is our current intention to exerciseaption at this first opportunity, increasing
our ownership from 30% to 70% at a cost of appraéety $380,000. The joint venture currently hasremployees, consisting of five field
research scientists, two program managers anddwinsstrative and support personnel. The joint uvemtagreement is for ten years from
January 1999. We originally invested $315,000 f@#%3of CiphergerBiosystems, K.K. In March 1999, we signed a disttitm and marketin
agreement granting Ciphergen Biosystems, K.K. #otusive right to distribute our products in Jap@anten years, and we were paid
$315,000 by Ciphergen Biosystems, K.K.

We have also established relationships satks representatives who cover Australia, Iskaalea, Malaysia, New Zealand and
Singapore.

Our sales and marketing organization d@3emfember 31, 2001, including Ciphergen Biosystdfis,, consisted of 94 employees, 52 of
whom have Ph.D. or M.D. degrees. We intend to cometincreasing the size of our sales and marketiggnization in North America,
Europe, China and Japan over the next 12 months.
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Existing Customers

The following is a partial list of our costers, several of which have multiple ProteinChjpt&ms,



Pharmaceutical and Biotechnology

Academic and Government

Abbott Laboratories
Abgenix

Amgen

AstraZeneca

Aventis

BASF

Bayer

Biogen

Bristol-Myers Squibb
Boehringer Ingelheim
Cantab Pharmaceuticals
Centocor

Cephalon

Creative Biomolecules
DSM Biologics

Eli Lilly

Genentech

Genetics Institute
GlaxoSmithKline
Hisamitsu Pharmaceuticals
Human Genome Sciences
Janssen Pharmaceutica
Matritech

MediGene

Merck

Monsanto

Neurogenetic:

Novartis

Novo Nordisk

Orion Pharmaceuticals
Pfizer

Pharmacia

Procter & Gamble
Purdue Pharmaceuticals
Quest Diagnostics
Roche

Schering-Plough
Sumitomo Pharmaceuticals
Syn-X Pharma

Takeda Chemical
Tanabe Pharmaceuticals
Wyeth Ayerst

Yamanouchi Pharmaceuticals

Zeneca Agrochemicals

Aaron Diamond AIDS Research Center
Beth Israel Deaconess Hospital
Brigham and Women's Hospital

British Columbia Cancer Agency
Burnham Institute

Carnegie Institute of Washington

Chiba University

Cornell Medical School

Dana Farber Cancer Center

Duke Medical School

Emory University

Harvard School of Public Health
Imperial Cancer Research Foundation
Imperial College Prion Unit
International Medical Center-Japan
Johns Hopkins Medical School

Keio University

Lawrence Livermore National Laboratories
Massachusetts General Hospital
Massachusetts Institute of Technology
MD Anderson Cancer Center

Medical Research Council (Cambridge)
Mount Sinai Medical School

Nagoya University

National Cancer Ceni-Japan

National Cancer Institute, National Institutes afdith
National Institute of Allergy and Infectious Dises
Osaka University

Pasteur Institute

Riken Brain Science Institute
Rockefeller University

Royal Free Hospital School of Medicine
St. Mary's Hospital Medical School
Stanford University

Tufts University

Tulane University Medical Center
University of Arizona

University of California, Los Angeles
University of Durham

University of Maryland

University of Massachusetts

University of Notre Dame

University of Southern California
Virginia Prostate Center

Wright State Universit

Chiba University, Takeda Chemical, Sumitdat@rmaceuticals, Hisamitsu Pharmaceuticals, latienmal Medical Center-Japan, Keio
University, Nagoya University, National Cancer Genlapan, Osaka University, Riken Brain Sciencstuts, Tanabe Pharmaceuticals and
Yamanouchi Pharmaceuticals are customers of oanése distributor, Ciphergen Biosystems, K.K. Hissributor
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accounted for 11% and 5% of our revenue in 2000284, respectively. No other customer accountedifare than 10% of our revenue in

2000 or 2001.

Research and Development

Our ProteinChip System is a single techglplatform, which we believe can be easily optietifor use in multiple markets. This
flexibility allows us to rapidly introduce new ajidtions and products from one field to other fiel#/e have ongoing technology
development programs for our ProteinChip Arraystemals, surface chemistries, high-density biodbipnats and manufacturing processes.
In applied research, we are developing new apphicaiin differential protein expression, quantitatprotein interaction assays and protein
characterization. Our research and developmenttgffelated to our ProteinChip Readers includesaneh in the automation of sam



introduction, high-sensitivity detection, improvemé system resolution and quantitation. In additive are developing new SELDI-based
accessories for high resolution, tandem mass speetry, whose capabilities will further enhance BusteinChip Systems. We have also
worked on improvements to the ProteinChip TandemliM&face to increase sensitivity significantlyevhcompared to other laser
desorption/ionization ("LDI") Qg-TOF devices. Alsog have introduced new matrices for LDl Qqg-TOFlgsia to extend the utility of this
approach.

The acquisition of Biosepra and its relatzhnologies have further allowed us to pursue cleemistry developments. Our research and
development efforts have included demonstratioasioteins obtained on our ProteinChip Arrays wihtain coatings and biochip surfaces
resemble the ones isolated using beads. We sgehrwote and improve the prediction of ion exchasgearation chromatography conditions
using our ProteinChip Systems. We are also workimgew developments associating beads and bioaiopsnly for prefractionation, by
also for initiation of protein-protein interacti@pplications.

In addition to pursuing research and dgumlent related to our research tools business, ghrour Biomarker Centers we are attempting
to discover and validate protein biomarkers thay imave diagnostic and/or therapeutic utility. Thastvities are more fully discussed in
"Biomarker Centers" above.

Manufacturing

We manufacture our ProteinChip Readersfanalys in our Fremont, California facility. We relypon suppliers for certain components
of our ProteinChip Systems, including Stanford Resle Systems, which also performs specified desggwices for certain components of
ProteinChip Readers. We perform final assemblycradity control on our ProteinChip Readers at @aility. We purchase extruded
aluminum for our ProteinChip Arrays from a thirdyasupplier. External vendors etch and base coaPooteinChip Arrays. We apply all
chemistries to the ProteinChip Arrays and perfomalfquality control at our facility. We outsourttee manufacture of ProteinChip Tandem
MS Interfaces to a contract manufacturer in Rereydda. We develop software for our ProteinChip &wstin-house, and provide
multivariate data analysis software through an Cé&Ehngement with Salford Systems. We supply a iolaacessory for sample processing
through an OEM arrangement with Beckman Coulter.imténd to continue and may expand the subcontiggtdrtions of our manufacturir
processes when we think it best leverages the isngpinanufacturing expertise, reduces costs orawgs our ability to meet customer
demand.

Through our wholly-owned subsidiary BioSepw~e manufacture chromatography sorbents at ailitygust outside Paris, France which
was built in 1999 and specifically designed for tleeelopment and manufacture of sorbents. We peaaw materials from well-established
chemical suppliers and from subcontractors for sanigue materials. The production is performed etiog to an ISO 9001-certified quality
system following the spirit of cGMP §820 standatfus we continuously improve
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in response to our customers' recommendations. fdanuing and quality control are performed accogdio verified and approved standard
operating procedures and the release of eachdimns after a quality assurance review. Plant awad# routinely provided to the QA/QC
groups of the world's largest pharmaceutical martufars. We intend to continually work toward irasang the volume manufactured and
better absorbing our overhead costs.

Intellectual Property

Ciphergen's intellectual property includgsortfolio of owned, co-owned or licensed patemts patent applications. This portfolio
increased significantly with Ciphergen's acquisitad BioSepra in July 2001. As of December 31, 2@t patent portfolio included 27
issued United States patents, 49 pending Uniteg$Spmtent applications and numerous pending papgtications and issued patents outside
the United States. These patents and patent applisaare directed to several areas of technologyortant to Ciphergen's business including
our core SELDI technology and its applications t@irobiochips, sorbents, instrumentation, softward biomarkers.

We derive our rights to the core SELDI tealogy through royalty-bearing sublicenses thatddalar Analytical Systems, Inc. ("MAS")
granted to our wholly owned subsidiaries, lllume8geific, Inc. and Ciphergen Technologies, Incd #tmough agreements for the purchase
by Ciphergen of lllumeSys Pacific and Ciphergenhietogies stock. MAS holds an exclusive licenseeiain patents from the owner,
Baylor College of Medicine. The MAS sublicensesvyide Ciphergen with the exclusive right to practice Baylor patents and to use all or
any part of the Baylor Patents and certain techgytteveloped by Baylor and by MAS to make, usd, effer for sale, and import any
instrumentation, device or non-drug consumabldudiog any information product or any service résglfrom such use, for use by
customers in the life science, drug discovery dimical diagnostics laboratory markets worldwider, laboratory-based products or services
for the consumer market, and for purely intern& tesdevelop, make and sell any drug or drug réletfarmation. We are obligated to pay
MAS a royalty equal to 2% of net revenues that eeagate related to each sublicense for four yeans the date of first commercial sale,
with an annual maximum royalty payment of $500,p@0sublicense. The date of first commercial salteu the sublicense to lllumeSys
Pacific was April 1997 and we completed our royalhyigations under that agreement in April 2001. Ndege the exclusive right to any
improvements we make to the SELDI technology andhawee filed patent applications on several such-avgments



We are presently engaged in litigation iitAS, LumiCyte, Inc., and T. William Hutchens ouae scope of our rights under the MAS
sublicenses. In June 2000, MAS claimed that theatipe of our Biomarker Centers and use of cersaiitware constituted a material breach
of the terms of the MAS sublicenses. MAS also tteeed to terminate the sublicenses if the allegeddines were not cured. We believe that
we have not committed any material breach of thdicense agreements. In July 2000, we filed sudiregj MAS asking the court, among
other things, for a declaration of our exclusivghts to use the licensed technology. The spedfitsfand the status of this dispute with MAS
are more fully described in the Factors That Mafeéff Our Results and Legal Proceedings sectioreofier

We also hold licenses or options to licelmisenarkers developed using SELDI technology, the af these biomarkers and related
intellectual property. The institutions and comganfrom which we hold such licenses or optionscenise include, among others, Eastern
Virginia Medical School, The Johns Hopkins UniversiThe National Institute for Allergies and Infexts Diseases, Pfizer Inc., Aaron
Diamond AIDS Research Center and Mindsense BiosysteTD. Ciphergen's intellectual property portfadiiso includes copyrights on our
ProteinChip Software. We have a license to impiwe sell Biomarker Patterns Software from Salfoyst&ns. Ciphergen's intellectual
property portfolio also includes registered U.&de#marks for, among other things, the name "Cighetghe dragonfly logo and the
ProteinChip mark.
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Competition

Although we believe that we are currenlly bnly company selling and delivering productdwait integrated separations and molecular
weight detection biochip platform for proteomicsearch, we expect to encounter intense compefition a number of companies that offer
competing products using alternative technologi¢s.anticipate that competition will come primarifgm companies providing products tl
incorporate established technologies, such aslgetrephoresis, liquid chromatography and masstspeetry.

In order to compete effectively, we willatkto demonstrate the advantages of our Protein&fspems over alternative technologies and
products. We will also need to demonstrate thertiaieeconomic value of our ProteinChip productatiee to these alternative technologies
and products. Some of the companies that provigetproducts include the Applied Biosystems divisibApplera, the Micromass division
of Waters Corporation, Amersham Biosciences, Bid-Raboratories, Bruker Daltonics, Perkin-Elmer, itheQuest Corporation and several
smaller reagent and equipment companies. Our fetureess will depend in large part on our abilitgstablish and maintain a competitive
position with respect to these and future techriekg

We offer proteomics services through owrBarker Centers. Our Biomarker Centers may compiiecompanies in the proteomics
services area. We expect an increasing numbemopanies to provide proteomics services in the &utur

Our BioSepra chromatography business fasewpetition from established suppliers, most ngtétvshersham Biosciences but also
including Bio-Rad Laboratories, Merck, Millipore, Tosoh and othé&xmersham Biosciences is the market leader widgingee market share a
presence in the production of all U.S. Food andgDxdministration (FDA) recombinant drugs approvediate. Amersham Biosciences has a
wide selection of products, manufacturing econorofcscale and a highly trained sales force. Ourrusuccess will depend on winning over
suppliers with superior or specialized processgmutics methods and products.

In many instances, our competitors hawsithhave substantially greater financial, techhicasearch, and other resources and larger,
more established marketing, sales, distributiod, service organizations than we do. Moreover, cditgee may have greater name
recognition than we do, and may offer discounta asmpetitive tactic. Our competitors may succeedkiveloping or marketing technologies
or products that are more effective or commerciattyactive than our products, or that would reralertechnologies and products obsolete.
Also, we may not have the financial resources, et expertise or marketing, distribution or supi@pabilities to compete successfully in
the future.

Environmental Matters and Laser Regulations

International, federal, state and locabiegments relating to the discharge of substantgeste environment, the disposal of hazardous
wastes, and the sale and use of lasers as paut &froteinChip Readers may have an impact on oanufaaturing operations and sales. We
believe that we are in material compliance withlEgjple environmental and laser and radiologicalltielaws and regulations. To date,
compliance with regulatory requirements concermingironmental matters and lasers has been accdraglisithout material effect on our
liquidity or capital resources.

Employees

As of December 31, 2001, we had 229 fufietiemployees worldwide, including 87 in sales armdketing, 70 in research and
development, 40 in manufacturing and 32 in admiatigtn. Forty-nine of these employees are emplate®ioSepra. Ninety one of our
employees have M.D. degrees or Ph.D. degrees mistrg, biology or biochemistry, and many are expér software and engineering.
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We have also engaged an additional 20 individuais@dependent contractors. Ciphergen Biosysteni§, iK.Japan employs nine people.
Additionally, they engage three individuals as ieledent contractors. None of our U.S. employeesa@rered by a collective bargaining
agreement, though many of our European employeesosered under national labor agreements. WeMeeliet our relations with our
employees are good. Ciphergen's success will deipdadye part on our ability to attract and retslkilled and experienced employees.

ITEM 2. PROPERTIES

We currently lease a 61,000 square foadlitiath Fremont, California. The lease for thisflity expires in July 2008. Approximately
8,000 square feet of the facility is being subldasgus to an unrelated company for a 12-month tehich expires in March 2003, under a
sublease which can be cancelled by either party @0adays notice. Our subsidiary, BioSepra S.Asds a 44,000 square foot facility in
Cergy-St. Christophe, near Paris, France. The legsiees in May 2011. In addition, we lease a saffise and Biomarker Center in
Copenhagen, Denmark; that lease expires in MarbB.20e also lease a Biomarker Center facility in\Men, Pennsylvania; that lease
expires in September, 2005. We also lease salee®fh Beijing, China and Goettingen, Germany Wwhegpire in November 2002 and
January 2005, respectively, and have a month tdhmease for a sales office near London.

ITEM 3. LEGAL PROCEEDINGS
We are currently party to three legal peslings.

(1) Ciphergen Biosystems, Inc., Ciphergen Technologiesand lllumeSys Pacific, Inc. v. Molecular Aytalal Systems, Inc.,
LumiCyte, Inc. and T. William HutcherOn July 12, 2000, we filed a lawsuit in the SupeGourt of the State of California against Molea!
Analytical Systems, Inc. ("MAS") and LumiCyte, INELumiCyte") requesting a declaration of our righincluding that Ciphergen has the
right to sell information and service products, aeguesting a preliminary injunction preventing Mf&8m terminating the sublicense
agreements. In October 2000, we made additionahslagainst MAS and LumiCyte, and added T. WilliHotchens as an individual
defendant. Hutchens is the Chief Executive Offafdooth MAS and LumiCyte, as well as a former affi@and director of Ciphergen. He is
presently the beneficial owner of less than 10%iphergen's outstanding common stock. Ciphergetisraseeks, among other things,
damages and injunctive relief against defendamtarifair competition, misappropriation of trade rsts, and breach of contract, as well as an
injunction precluding defendants from operatingCiphergen's licensed markets. In October 2000, MA& LumiCyte filed a crossemplaint
against Ciphergen, Ciphergen Technologies, Inc.liéindeSys Pacific, Inc., the three plaintiffs whifiled the underlying lawsuit against
MAS and LumiCyte described above. The cross-comphdieges claims for breach of contract, interaidnterference with prospective
economic advantage, unfair competition, misappetiom of trade secrets and declaratory relief rdigarthe rights of the parties under the
two technology transfer sublicense agreements leetWBAS and Ciphergen. The cross-complaint alsosteterminate the sublicense
agreements, to obtain injunctive relief, to prevese of alleged trade secrets of MAS, and damajpbkergen and MAS have entered into an
agreement that provides that MAS' license termimatiotices are suspended pending the conclusitmsofawsuit. In May, 2001, we
amended our complaint and brought additional clagenst MAS, LumiCyte and Hutchens.

(2) Molecular Analytical Systems, Inc. v. CiphergensBgtemsThe proceeding was filed December 9, 1999 in thitddrStates
Trademark and Appeal Board. We applied for rediistneof the term "SELDI" as a trademark. MAS hagaged registration of the trademark
and is seeking to have the trademark registeréd mame instead. The Trademark and Appeal Boasaghspended the proceeding until
resolution of the lawsuit described above.
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(3) On July 27, 2001, we served a demandrbitration on T. William Hutchens under theyJ28, 1998 Stock Exchange Agreement
among Ciphergen, Ciphergen Technologies, Inc., lhérts and others. The demand for arbitration asgetdiutchens, who was a selling
shareholder of Ciphergen Technologies, made repiasens and warranties to Ciphergen about the wetnof Ciphergen Technologies'
business and its ownership of assets that areargrtty certain claims asserted in the cross-compfééd by MAS and LumiCyte and,
therefore, that he must pay Ciphergen's attornegs &nd indemnify Ciphergen for any losses it migtur resulting from filing of the cross-
claims, regardless of their merit. The parties heyeed to stay the arbitration until the earlfeAogust 1, 2002, or the resolution of any of
several of plaintiffs' and cross-complainants' eausf action.

Although the ultimate outcome of these aratts not presently determinable, managementiealithat the resolution of all such pend
matters will not have a material adverse effecbonconsolidated financial position, results of ghens or cash flows. However, should the
outcome of these matters be unfavorable to uspthact could be material to our consolidated finalhgosition, results of operations or cash
flows.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS



There were no matters submitted to a vbteesecurity holders during the fourth quarte2001.

PART Il
ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY AND R ELATED STOCKHOLDER MATTERS

Our common stock has been quoted on thdadpational Market under the symbol "CIPH" sinoe ¢ffective date of our initial public
offering ("IPO") on September 28, 2000. Prior tis tfime, there was no public market for our stoltke closing price for our common stock
on March 15, 2002 was $6.80 per share. The follguwétle sets forth the high and low sales priceshare of our common stock as reported
on the Nasdaq National Market for the periods iatgid.

Sale Price
High Low

Fiscal 2000:

Fourth Quarter $ 394 % 9.5(C
Fiscal 2001:

First Quarter 13.5( 3.7t

Second Quarter 8.0C 4.1t

Third Quarter 6.6€ 2.0¢€

Fourth Quarter 8.0t 2.6€

We currently expect to retain future eagsinf any, for use in the operation and expansioour business and do not anticipate paying
any cash dividends in the foreseeable future. Adaiich 15, 2002, there were approximately 2,87 dérs of our common stock.

Recent Sales of Unregistered Securities

During 2001, a total of 51,600 common shavere issued pursuant to a joint development aggrewith Stanford Research Systems.
The issuance of these securities were deemeddmdrapt from registration, in reliance upon Sec#@®) of the Securities Act of 1933, as a
transaction by an issuer not involving a publiedfig. Appropriate legends were affixed to the sties issued.
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ITEM 6. SELECTED CONSOLIDATED FINANCIAL DATA

The following tables reflect selected sumyr@nsolidated financial data for each of the fagt fiscal years. This data should be read in
conjunction with the consolidated financial statetseand notes thereto, and with Item 7, "Managem&iscussion and Analysis of Results
of Operations and Financial Condition" in this FatK.

Years Ended December 31,

2001 2000 1999 1998 1997

(in thousands, except per share data)

Statement of Operations Data

Revenue
Products $ 15,74: $ 7,35¢ $ 3,96: $ 2,30(C $ 1,13¢
Product revenue from related part 1,192 1,064 882 62& —
Services 2,11¢ 51z 165 8 147
Total revenu 19,04¢ 8,93t 5,01( 2,93 1,28:¢

Cost of revenue
Products 5,51¢ 2,77¢ 1,35¢ 84:2 1,00z
Product revenue from related part 434 587 30¢€ 22¢ —



Services 664 11¢ 48 — —
Total cost of revenu 6,61< 3,48( 1,70¢ 1,06¢ 1,00z
Gross profi 12,43t 5,45¢ 3,30z 1,86¢ 281

Operating expense

Research and developm 12,89t 7,47¢ 3,13¢ 4,73: 3,24¢

Sales and marketir 14,30: 9,001 4,98¢ 2,662 1,31¢

General and administratiy 13,02( 11,32: 2,79¢ 2,10 1,33

Amortization of intangible asse 65C 31¢& 368 27¢ 164

Write-off of acquired i-process technoloc 1,00¢ — — — —
Total operating expens: 41,86¢ 28,11¢ 11,29: 9,77¢ 6,06(

Loss from operation (29,43) (22,667) (7,990 (7,909 (5,779
Interest and other income (expense), 3,76z 2,351 (56) (1439 (226)
Loss before provision for income tax (25,669 (20,309 (8,04¢) (8,052 (6,00%)
Provision for income taxe 14z — — — —
Net loss (25,817) (20,309 (8,04¢) (8,052) (6,005)
Dividend related to beneficial conversion featufre o
preferred stocl — (27,229 — — —
Net loss attributable to common stockholc $ (2581) $ (4753) $ (8,046) $ (8,059 $ (6,009
| | | I I
Basic and diluted net loss per share attributabtmmol
stockholders (1 $ 0.99) $ (4.09 $ (1.2¢) $ (1.62) $ (2.07)
I I I I I
Weighted average shares used in computing basic an
diluted net loss per share attributable to common
stockholders (1 26,51 11,63¢ 6,391 4,97(C 2,90z
| | | I I
As of December 31,
2001 2000 1999 1998 1997
(in thousands)
Balance Sheet Data
Cash, cash equivalents and investments in sea $ 77,124 107,63 $ 2,79¢ % 7,00z $ 414
Working capital 70,89( 108,02( 1,53: 6,61¢ (1,95
Total asset 106,81¢ 118,94¢ 6,84¢ 11,14+« 2,86
Long-term debt and capital lease obligations, idicig
current portior 2,61C 84C 97( 862 2,41
Convertible preferred stock and warra — — 25,69« 24,61¢ 10,42
Total stockholders' equity (defici 93,22¢ 113,15: (22,939 (16,275 (11,37

(1) The share and per share data shown above havedstated to reflect Ciphergen's 0.43-for-one revstack split, effective

September 28, 2000.
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS

Overview



We develop, manufacture and sell our Pn@kip® Systems, which use patented Surface Enhdrasst Desorption/lonization
("SELDI") technology. The ProteinChip Systems cetsi consumable ProteinChip Arrays, a Protein@éjader and ProteinChip Software.
We market and sell our products primarily to reskdiiologists in pharmaceutical and biotechnologmpanies, and academic and
government research laboratories. As part of otly @aoduct design effort, in February 1995 we sidmn agreement with Stanford Research
Systems, a California-based manufacturer of elatri@st equipment to assist us. In April 1997 ,agquired IlllumeSys Pacific, Inc., which
holds specific rights to the SELDI technology fheftife science research market. Our first desigammetimanufactured system, the
ProteinChip System, Series PBS I, was availablsHigyment in the third quarter of 1997, and weaigimued selling an earlier prototype
system supplied by a U.K. manufacturer. In July8 98 acquired Ciphergen Technologies, Inc., whiakls specific rights to the SELDI
technology in other life science markets. Durin@9,9we initiated an expanded marketing programiamday began shipping the
ProteinChip System, Series PBS I, the currentioarsf which is now referred to as the ProteinCRiplogy System.

In 1999, we invested $315,000 for 30% owhigr of Ciphergen Biosystems, K.K., a joint ventwe established with Sumitomo
Corporation to distribute our products in Japan.h&ee the right to purchase an additional 40% ogliprbased on a predetermined formula
as early as 2002. It is our current intention tereise our option at this first opportunity at atcof approximately $380,000. Until we exerc
this right, Sumitomo Corporation has agreed torayeaall working capital for Ciphergen BiosystemsKKand receives payments from
Ciphergen Biosystems, K.K. equal to 20% of thepiste of our products sold by Ciphergen BiosysteiK. in exchange for providing
support services to Ciphergen Biosystems, K.K.

During 2000, we began offering researchises and established Biomarker Centers™ in Frepn@aiifornia; Copenhagen, Denmark;
and Malvern, Pennsylvania.

In 2001 we introduced the ProteinChip Biokea System which utilizes sophisticated third paxftware which automates pattern
recognition-based statistical analysis method®teetate protein expression patterns from clingaahples with disease phenotypes. We also
began selling the Biomek 2000 workstation, a rabaticessory which is manufactured by Beckman Coaitd which has been optimized for
use with our ProteinChip Biomarker System to inseesample throughput and reproducibility. In additiwe expanded our product offering
with a SELDI ProteinChip interface to high-end tamdmass spectrometers, which we developed and whiohnufactured for us by a third
party manufacturing company in Reno, Nevada.

On July 31, 2001, Ciphergen acquired treSBpra process chromatography business from Igeitr@€orporation for $12.0 million in
cash and the assumption of approximately $2.2anilih debt. BioSepra S.A., headquartered near Haasice, has 49 employees who
develop, manufacture and market products for tigelacale process chromatography market. We hareibgegrating the BioSepra busin
into our sales and marketing organization, and litiated a joint development program for a lifgpooducts to address process proteomics,
an emerging market driven by pharmaceutical compkemyand to produce proteins for research, developara therapeutic manufacturing
purposes.

Since 1997, we have used our resourcesapitinto develop and expand our proprietary Pra@giip Systems and establish a marketing
and sales organization for commercialization of gnaducts. In addition, we have used our resoucestablish Biomarker Centers to
provide research services to our clients and tefdarther adoption of our products and technoldffe also acquired
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the BioSepra process chromatography business froichwve plan to develop a chromatography-basecepraurification business which
expands our current proteomics products businésse $ur inception we have incurred significanskesand as of December 31, 2001, we
had an accumulated deficit of $74.7 million.

Our sales are currently driven by the reedbetter tools to perform protein discovery, @werization, purification, identification and
assay development. Revenue from the sale of oteiR@hip Systems, consumable ProteinChip Arrayd,dmomatography sorbents is
recognized at the time of shipment, provided naifiitant obligations remain and collections of tkeeivables are deemed probable. We
generally offer our customers a one-year warrant?mteinChip Systems. We recognize revenue frogoiog maintenance contracts ratably
over the period of the contracts, which is gengrdl months. Currently, most of the units of ountBinChip System placed in the field
generate a recurring revenue stream from the $alensumables. We expect the volume of consumahleshased to increase over time as
customers become increasingly familiar with théntexdogy and adopt our ProteinChip Systems for adeorange of proteomics research
programs. Revenue from Biomarker Center reseanstrais generally is recognized based upon theeaehient of milestones.

Our expenses, excluding stdmsed compensation, have consisted primarily dsdnsurred in manufacturing our ProteinChip Syss
including materials, labor and overhead costs, atarg and sales activities, research and developpregrams, and general and
administrative costs associated with our operatigve expect our cost of revenue to increase irithge as we sell additional units of our
ProteinChip System, Arrays and chromatography sush&ut to decrease as a percent of total revaswee gain efficiencies from spreading
our fixed costs over a greater number of units.a&fgect our selling expenses to increase as wentento commercialize our products and
expand our sales force. We expect our researcldereglopment expenses to increase in the futureeaowtinue to develop and improve
products, and as we fund efforts at our Biomarkemt€rs to discover, validate and patent biomartkersmay have diagnostic and/or
therapeutic utility. Expansion of our facilitiescathe addition of new facilities will also add tareexpenses. As a result, we expect to incur
losses for the foreseeable future. Our currentymrtsddo not provide sufficient revenue for us todme profitable. To become profitable,



will need to increase unit sales of our ProteinCBygtems, consumable ProteinChip Arrays and sabent

In July 2000, we began an eight-year ledse30,000 square foot facility in Fremont, Catifia. The lease was subsequently amended t
add another 31,000 square feet, of which we cuyrenblease 8,000 square feet to an unrelated aoynphe building houses most of our
California-based employees, as well as a Biomatlestter. We expect to incur facilities costs of appnately $3.2 million per year in
connection with this building. This includes approately 5% of the Fremont space which is used Bramarker Center, for which we
expect to incur approximately $160,000 in facifiteosts per year. In the first quarter of 2000alge established our Scandinavian
headquarters for sales and service and a Biom@&deter in Copenhagen, Denmark, with annual faeditosts of approximately $80,000. In
the fourth quarter of 2000, we leased a Biomarlant€r facility near Philadelphia, Pennsylvaniahvéitinual facilities costs of approximately
$70,000. In the fourth quarter of 2001, we leasedlas office in Beijing, China, with annual faiiéls costs of approximately $20,000. In the
first quarter of 2002, we leased a sales offic€daettingen, Germany, with annual facilities codtiess than $10,000. We also have a sales
office in Surrey, United Kingdom, with annual fatés costs of approximately $100,000. Our new Bim® Process Division is housed in a
leased facility located in Cergy-St. Christophet juorth of Paris, France. The facility is approaiety 44,000 square feet and was custom
designed for development and manufacturing of clatography sorbents. The capitalized lease expir@811, at which time the property
can be acquired for a nominal amount. Annual Igasgnents are approximately $200,000.
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We have a limited history of operations aredanticipate that our quarterly results of opgeret will fluctuate for the foreseeable future
due to several factors, including market acceptaficarrent and new products, the length of thesalcle and timing of significant orders,
the timing and results of our research and devedoprafforts, the introduction of new products by competitors and possible patent or
license issues. Our limited operating history mad@surate prediction of future results of operagidifficult or impossible.

Deferred stock compensation for optionsigrd to employees is the difference between thesédile of our common stock on the date
such options were granted and their exercise pieérred stock compensation for options grantembttsultants has been determined in
accordance with Statement of Financial Accountitep&ards No. 123 as the fair value of the equiyrinments issued. Deferred stock
compensation for options granted to consultanpeigodically remeasured as the underlying opticest in accordance with Emerging Issues
Task Force Bulletin No. 96-18.

Critical Accounting Policies and Estimates

Ciphergen's discussion and analysis diritmcial condition and results of operations aaedudl upon Ciphergen's consolidated financial
statements, which have been prepared in accordeititaccounting principles generally accepted i thnited States of America. The
preparation of these financial statements req@ipbergen to make estimates and judgments thattdffe reported amounts of assets,
liabilities, revenues and expenses, and relatazlodisre of contingent assets and liabilities. Omasgoing basis, Ciphergen evaluates its
estimates, including those related to bad debignitories, investments, intangible assets, inc@xest warranty obligations, contingencies
and litigation. Ciphergen bases its estimates stofical experience and on various other assumgptiett are believed to be reasonable under
the circumstances, the results of which form theidor making judgments about the carrying valfesssets and liabilities that are not
readily apparent from other sources. Actual resubty differ from these estimates under differesuagptions or conditions.

Ciphergen believes the following criticabaunting policies affect its more significant judgnts and estimates used in the preparatis
its consolidated financial statements. (See Naittthe Notes of Consolidated Financial Statements.)

Revenue Recognitic

We derive our revenue from primarily twaiszes: (i) product revenue, which includes hardwesasumables and software licenses,
(i) services and support revenue which includemnigirker Center services, maintenance, trainingcandulting revenue. As described bel
significant management judgments and estimates beustade and used in connection with the revertggrézed in any accounting period.
Material differences in the amount and timing of oevenue for any period might result if our marmagat made different judgments or
utilized different estimates.

We recognize revenue from the sales okesyst consumables and software licenses when:

. persuasive evidence of an agreement exists,
. the price is fixed and determinable,

. the product has been delivered,

. no significant obligations remain, and

. collection of the receivables are deemed probable.



Delivery generally occurs when the product is datdd to a common carrier.

Revenue from Biomarker Center researchraots generally is recognized based upon the aemment of milestones described in the
contracts. Revenue from up-front payments is defeand
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recognized ratably over the expected life of thetiact. Payments for maintenance services arelysarabaid, and the revenue is deferred
and recognized ratably over the contract term, wisgenerally 12 months. Our training is billedéa on published course fees and
consulting services are billed based on daily rats generally recognize revenue as these serareggerformed.

At the time of the transaction, we asselssther the price is fixed and determinable and hgvetdr not collection is reasonably assured.
We assess whether the price is fixed and deterdeitssed on the payment terms associated withidhsdction. If a significant portion of 1
payment is due after our normal payment terms, kivare 30 to 90 days from invoice date, we treaptice as not being fixed and
determinable. In these cases, we recognize revfentiee extended portions of the payment as thepine due. We assess collection based
on a number of factors, including past transadtistory with the customer and the credit-worthinesthe customer. We do not request
collateral from our customers. If we determine ttatection of a payment is not reasonably assuseddefer the revenue until the time
collection becomes reasonably assured, which isrgéy upon receipt of cash.

For all sales, except for small amountsasfsumables, we use a binding purchase order dereg of an arrangement. Sales through our
distributors are evidenced by a master agreemesgrgmg the relationship together with binding ghase orders on a transaction by
transaction basis.

For arrangements with multiple elements ééaample, undelivered software maintenance angdastip we allocate revenue to each
component of the arrangement using the fair vaddi¢glse elements. Fair values for ongoing mainterare based upon separate sales of
renewals to other customers. Fair value of serymsh as training or consulting, is based upoarsdp sales by us of those services to other
customers. We defer revenue attributable to angliveted elements and subsequently recognize thenoe as those goods or services are
delivered.

Allowance for Doubtful Accoun

We maintain allowances for doubtful accauior estimated losses resulting from the inabditypur customers to make required
payments. If the financial condition of Ciphergesustomers were to deteriorate, resulting in arainmpent of their ability to make payments,
additional allowances would be required.

Inventory Reserve

We write down our inventory for estimatdzsolescence or unmarketable inventory equal tdifference between the cost of inventory
and the estimated market value based upon assuma@timut future demand, market conditions anddlease of new products that will
supercede older ones. If actual market conditioedess favorable than those projected by managedditional inventory writelowns ma
be required.

Deferred Taxe

We record a valuation allowance to redusedeferred tax assets to the amount that is nikely Ithan not to be realized. While we have
considered future taxable income and ongoing prugied feasible tax planning strategies in asseshimgeed for the valuation allowance, in
the event we were to determine that Ciphergen wbeldble to realize its deferred tax assets itfitttuge in excess of its net recorded amount,
an adjustment to the deferred tax asset would &seréncome in the period such determination wasnidkewise, should we determine that
Ciphergen would not be able to realize all or phits net deferred tax asset in the future, anstdjent to the deferred tax asset would be
charged to income in the period such determinatias made.
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Results of Operations
Comparison of Years Ended December 31, 2001, 2000, and 1999

Revenu



Product revenue was $16.9 million in 2088.4 million in 2000 and $4.8 million in 1999. Tikerease in product revenue from 2000 to
2001, which was $8.5 million or 101%, was due tmenber of factors including the acquisition of Bépa, which added $2.6 million in
revenue, and increased unit sales of ProteinChge8s and Arrays. The increase in product revermume 1999 to 2000, which was
$3.6 million or 74%, was largely driven by increasmit sales of ProteinChip Systems and Arrays.

Service revenue was $2.1 million in 20081%000 in 2000 and $165,000 in 1999. The incréaservice revenue from 2000 to 2001
was $1.6 million or 312%. The majority of this inese was driven by increased revenue from colléibargervices handled through our
Biomarker Centers, as well as an increase in oiamee from maintenance contracts. The increase 11298 to 2000 was $348,000 or 211%.
This increase was a result of the introductionwfBiomarker Center collaboration services anddgased numbers of maintenance contracts
as our installed base of ProteinChip Biology Systgmaw.

Cost of Revenue

Cost of product revenue was $6.0 millio2@01, $3.4 million in 2000 and $1.7 million in 22%rom 2000 to 2001, cost of product
revenue increased $2.6 million or 77%. This incee@sulted from an increase in unit sales of ootdfChip Systems and Arrays, as well as
an additional $1.3 million of cost of product reverdue to the acquisition of BioSepra. From 2000001, cost of product revenue as a
percentage of product revenue decreased from 4(B&%0 This improvement was largely due to manufaguefficiencies as unit volumes
of our ProteinChip Systems and Arrays increasedigiig offset by the inclusion of BioSepra, whiblad a higher cost of revenue as a
percentage of revenue. From 1999 to 2000, theafgsbduct revenue increased $1.7 million or 10Z%is increase was primarily due to an
increase in unit sales of our ProteinChip Systenas/&rays. From 1999 to 2000, cost of product reneas a percentage of product revenue
increased from 34% to 40%, due to an increaseaffirgy required for increased production levelsywadl as from increased deferred stock
compensation expense. Stock-based compensationexpecost of product revenue was $232,000 in 26249,000 in 2000 and $39,000 in
1999.

Cost of service revenue was $664,000 irl28019,000 in 2000 and $48,000 in 1999. From 2001, cost of service revenue
increased $545,000 or 458%. This increase wasdalineiteased collaboration expenses at our Bioma&katers and increased field service
costs to provide service for a greater number ahteaance contracts. Cost of service revenue asc@ptage of service revenue increased
from 23% to 31% due to an increase in staffing rddd expand the capacities and capabilities oBoamarker Centers and field service
force. The increase from 1999 to 2000 was $71,00048%. This increase was a driven by increasdbmation expenses at our Biomar
Centers. Cost of service revenue as a percentaggrte revenue decreased from 29% to 23%. Thisdwa to efficiencies of production as
the centers became operational.

Operating Expenses
Research and Developme

Research and development expenses wer@ #iillon in 2001, $7.5 million in 2000, and $3.4llion in 1999. From 2000 to 2001,
research and development expenses increased $ibohmor 73%. This increase was due in part to 4fcrease in staffing, exclusive of the
BioSepra acquisition, thereby increasing payrofits@pproximately $2.5 million. The cost of matisrend supplies used in
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our labs, as well as expensed equipment and datimton capital equipment, increased $1.3 milisrwe devoted more resources to new
and ongoing projects. Collaboration fees associatddour Biomarker Center collaborations, suchhesone we have with the Johns Hopl
Medical School, increased approximately $1.1 millisvhile facilities costs attributable to reseaackl development increased about

$0.6 million. The acquisition of BioSepra addedgbly $0.5 million to our research and developmemieases. Stock-based compensation
expense in research and development expenses siedt@a$l.1 million. Four non-cash milestone paymsemStanford Research Systems in
the form of stock grants totaling $268,000 were eniad2001. From 1999 to 2000, research and devedapexpenses increased $4.3 million
or 138%. This increase was largely due to a $1ltlomincrease in salary expense related to ineeéasaffing, an increase of $0.9 million in
facilities costs, an increase of $0.4 million insde services, and a $1.8 million increase inkstmsed compensation expense. Two non-cast
milestone payments to Stanford Research Systethe iform of stock grants totaling $521,000 were eniad2000. Stockased compensatic
expense in research and development expenses WA988 in 2001 (including the $268,000 in milestpagments described above),

$2.0 million in 2000 (including the $521,000 in ggtone payments described above), and $206,00P8 We expect research and
development expenses to increase in 2002 as wéogevew instruments, chip surfaces and sorbentbaarwe increase activities through
Biomarker Centers to discover, validate and pat@rharkers.

Sales and Marketing

Sales and marketing expenses were $14l@mih 2001, $9.0 million in 2000, and $5.0 miltien 1999. From 2000 to 2001, sales and
marketing expenses increased $5.3 million or 59s ihcrease was largely driven by payroll andteslacosts from an increase in the sales
and marketing staff of 81% and an increase in ptmmnal activities as new products such as the RrGtEp Biomarker System, Tandem MS
Interface and Biomarker Patterns Software wer@dhtced. These increases were partially offset dgcdine in stoc-based compensatic



expense of $0.5 million from 2000 to 2001. From4.892000, sales and marketing expenses incredsed#llion or 80%. This was
principally due to more than doubling the sales mradketing staff and increasing promotional adtgitto further develop public awarenes
our ProteinChip System. In addition, stock-basedmensation expense increased $0.9 million from 182900. Stock-based compensation
expense in sales and marketing expenses was $91i9,8001, $1.4 million in 2000, and $476,000 i®29We expect sales and marketing
expenses to increase in 2002 as we continue to guowales force and increase our promotional iietv

General and Administrative

General and administrative expenses wesed$illion in 2001, $11.3 million in 2000, and 82nillion in 1999. From 2000 to 2001,
general and administrative expenses increaseddillidn or 15%. The majority of the increase wagda an increase in legal and patent fees
of $2.1 million. In addition, compensation and reting expenses increased $1.0 million as the adinative staff grew 53%, exclusive of 1
BioSepra acquisition. The BioSepra acquisition add& 1 million to our general and administrativpenses. Costs related to being a public
company, such as investor and public relationseased $0.9 million. Facilities costs attributaiol@edministration increased $0.3 million,
while costs associated with the recruiting of néaffsncreased $0.3 million. These were partialiset by a decline in stock-based
compensation of $3.3 million. From 1999 to 200Meayal and administrative expenses increased $8lismor 305%. The majority of this
increase was due to an increase in stock-basedarmapon expense of $5.6 million. Additionally, quensation expense increased
$1.3 million as the general and administrativefstadre than doubled to provide the infrastructueeessary to support the increased activity
of the company, and legal fees increased $1.0anillBtock-based compensation expense in generadmihistrative expenses totaled
$2.9 million in 2001, $6.2 million in 2000, and $A00 in 1999. We expect general and administraiypenses to increase in 2002 as we
necessary infrastructure to support increasedigctavels.
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Write-Off of Acquired In-Process Technology

In connection with the purchase of BioSepra recorded a $1.0 million charge to acquiregnoeess technology. The amount was
determined by identifying research projects forahhiechnological feasibility had not been estaklishnd no alternative future uses existed.
The value of the projects identified to be in pesg was determined by estimating the future cas¥sfbf the product, then discounting the
net cash flows back to their present value at eodist rate consistent with the inherent risk ofglaeticular project. The net cash flows from
the identified in-process projects are expecterbtomence at various times from 2002 to 2004 anddiecestimates of research and
development costs needed to bring the project ftsrurrent state of development to a point of caruial feasibility. The cash flows are
based on expected future revenues, cost of reveselting, general and administrative costs, redeand development costs needed to
maintain the project throughout its life cycle, applicable income taxes for the projects. Thealist rates used in the present value
calculations were derived from the weighted-aveiaast of capital of BioSepra and adjusted upwanetiect additional risks inherent in the
development life cycle of the particular projeaicB discount rates ranged between 19% and 25%l forogects. Development of the
technologies remains a substantial risk to us ddedtors including the remaining effort to achiégehnological feasibility, rapidly changing
customer markets and competitive threats from atberpanies.

Interest and Other Income (Expense),

Interest income was $4.1 million in 2002,&million in 2000, and $245,000 in 1999. The @ase from 2000 to 2001 was due to larger
average investment balances resulting from thegamg of the initial public offering in Septembef@0The increase from 1999 to 2000 was
due primarily to larger average investment balamesslting from the proceeds related to the Sétipseferred stock offering in March 2000
and proceeds from the initial public offering inpBEmber 2000.

Interest expense was $150,000 in 2001, $OD0ON 2000, and $179,000 in 1999. The decrease 2000 to 2001 was due to declining
debt balances in 2001 prior to the addition ofdabt acquired with BioSepra. The decrease from 182800 was primarily due to a decre
in average debt balances.

Other income (expense) was ($201,000) 61.2627,000 in 2000, and $37,000 in 1999. The nitgjof the decrease of $228,000 from
2000 to 2001 was due to Delaware franchise taxrasudt of reincorporating in that state. In 198@, received a $315,000 prepayment from
Ciphergen Biosystems, K.K. for support and servidgich is being recognized over the ten-year lifehe agreement.

We recorded our 30% share of the loss neclioy Ciphergen Biosystems, K.K., totaling $12,002001, $144,000 in 2000 and
$159,000 in 1999, as equity in net loss of jointtuee. Our share of the net loss for Ciphergen¥&itesns, K.K. was an additional $142,000
for 2001, but we are limited to our cost basisrémording losses from this joint venture.

Income Taxe

We have incurred net losses since incegimhconsequently are not subject to corporatemecaxes in the United States to the extent
of our tax loss carryforwards. We are subject tooees minimal taxes in a number of the other cdastin which we operate. At December
2001 we had net operating loss carryforwards of@pmately $48.1 million for federal and $23.5 niuh for state tax purposes. If r



utilized, these carryforwards will begin to explreginning in 2009 for federal purposes and 2003tate purposes. We have research credit
carryforwards of approximately $1.4 million and Znillion for federal and state tax purposes, resipely. If not utilized, the federal
carryforwards will expire in various amounts beggnin 2009. The California credit can be carriedafard indefinitely. The utilization of n
operating loss carryforwards to reduce future inedaxes
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will depend on our ability to generate sufficiemtable income prior to the expiration of the netraging loss carryforwards. In addition, the
maximum annual use of the net operating loss camndgrds may be limited in situations where charggesir in our stock ownership.

Liquidity and Capital Resources

From inception through December 31, 2001hase financed our operations principally with &illion from the sales of products &
services to customers, and with equity financingaling $157.0 million. This includes the $101.2limn initial public offering in
September 2000 and the $29.0 million Series E RexfeéStock financing in March 2000. We had caslmegs of $48.3 million with an
additional $28.8 million in available-for-sale seties investments, and working capital of $70.%lion at December 31, 2001. Long-term
debt and capital lease obligations at Decembe2@11 were $2.6 million. This increase is attriblgab the acquisition of BioSepra and the
assumption of $2.3 million in debt.

Net cash used in operating activities wk&.& million in 2001, which was primarily the resaf net losses in operations. We expect net
cash used in operating activities to increase 02245 we continue to expand our operating actssitfée currently believe that current cash
resources will be sufficient to meet our anticipiafieancial needs for at least the next two years.

Net cash used in investing activities wé5.8 million in 2001, which consisted of $4.1 naiii for capital equipment purchases,
$28.6 million for the purchase of short and longrténvestments, and $12.3 million for the acquisitof BioSepra. We expect to acquire
additional capital equipment on an ongoing basisasdd staff, increase capacity and improve céifabi We anticipate capital expenditu
of approximately $5.0 to $6.0 million in 2002. AJsbis our current intention to exercise our optto acquire an additional 40% of Ciphergen
Biosystems K.K. in 2002 at a price of approximat&®g0,000. In addition, at that point we will beanesponsible for repaying the debt of
Ciphergen Biosystems K.K., which is estimated t@pproximately $2.8 million.

Net cash provided by financing activitieass$250,000 in 2001, largely as a result of progéexun the issuance of common stock and
exercise of stock options.

Ciphergen currently expects to fund expeemds for capital requirements as well as liquidieeds from a combination of available cash
and marketable securities balances, as well asaite generated funds. We may be required to raikbtional capital through a variety of
sources, including the public equity market, prveihancings, collaborative arrangements and deatlditional capital is raised through the
issuance of equity or securities convertible irdaigy, our stockholders may experience dilutiorg anch securities may have rights,
preferences or privileges senior to those of tHddre of the common stock. Additional financing nmat be available to us on favorable
terms, if at all. If we are unable to obtain finargg or to obtain it on acceptable terms, we mayeble to execute our business plan.

The following summarizes Ciphergen's casitral obligations at December 31, 2001, and theceffuch obligations are expected to have
on its liquidity and cash flow in future periods.

Less than Beyond
Total 1 Year 1-3 Years 4-5 Years 5 Years

(in thousands)

Contractual obligation:

Long-term debt $ 117 $ 117 $ — 3 — 3 —
Capital lease obligations 2,66¢ 46€ 78€ 50¢€ 90t
Non-cancelable operating lease obligations 20,78¢ 2,99( 9,35¢ 6,49¢ 1,93¢
Total contractual cash obligatio $ 23,56¢ $ 357t $ 10,14 $ 7,008 $ 2,841
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Ciphergen is in compliance with all covetsaor other requirements set forth in its credieagnents



Recent Accounting Pronouncements

In July 2001, the Financial Accounting Stards Board (FASB) issued Statements No. 141 aBdRAS 141 and FAS 142), "Business
Combinations" and "Goodwill and Other IntangiblesAss", respectively. FAS 141 eliminated poolingraérests accounting prospectively. It
also provides guidance on purchase accountingerktatthe recognition of intangible assets and atiog for negative goodwill. FAS 142
changed the accounting for goodwill from an amation method to an impairment-only approach. Uk 142, goodwill will be tested
annually and whenever events or circumstances dedigating that goodwill might be impaired. FAS11dnd FAS 142 were effective for all
business combinations completed after June 30,.200dn adoption of FAS 142, amortization of goodiwakcorded for business
combinations consummated prior to July 1, 2001 easnd intangible assets acquired prior to JuB0D1 that did not meet the criteria for
recognition under FAS 141 were reclassified to gathdCompanies are required to adopt FAS 142 feedl years beginning after
December 15, 2001, but early adoption is permittezkrtain circumstances. We will adopt FAS 142tmnfirst day of fiscal 2002 (January 1,
2002). In connection with the adoption of FAS 142, will be required to perform a transitional godtlinpairment assessment. The
implementation of these standards is not expectd@ave a material impact on our results of openatir financial position.

In August 2001, the FASB issued StatementIM3 (FAS 143), "Accounting for Asset Retirem®fidigations," which is effective for
fiscal years beginning after June 15, 2002. FASddifesses financial accounting and reporting liigations associated with the retirement
of tangible long-lived assets and the associateetastirement costs. The Statement applies &ndities. It applies to legal obligations
associated with the retirement of long-lived ast&sresult from the acquisition, constructionvelepment, and/or the normal operation of a
long-lived asset except for certain obligationgeskees. Ciphergen does not expect the adoptiBA®f143 will have a significant impact on
its results of operations or financial position.

In October 2001, the FASB issued Stateriientl44, "Accounting for the Impairment or DisposflLong-Lived Assets." FAS 144
addresses financial accounting and reporting feiintipairment of long-lived assets and for longdiassets to be disposed of. FAS 144 was
effective for fiscal years beginning after Decemb®gy2001. Ciphergen will adopt the provisions Af5F144 on January 1, 2002 and does not
expect that such adoption will have a materialafée its financial statements.
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FACTORS THAT MAY AFFECT OUR RESULTS

We expect to continue to incur net losses in ther@seeable future. If we are unable to significantlyncrease our revenues, we may
never achieve profitability.

From our inception in December 1993, thtolgcember 31, 2001, we have generated cumulaixenue of approximately
$37.5 million and have incurred net losses of apipnately $74.7 million. We have experienced sigrfit operating losses each year since
our inception and expect these losses to contiougné next several years. For example, we expegtknet losses of approximately
$25.8 million in 2001, $20.3 million in 2000 and.$8&nillion in 1999. Our losses have resulted ppatly from costs incurred in research and
development, sales and marketing, and general @méhastrative costs associated with our operatidhese costs have exceeded our reve
which, to date, has been generated principally fpooduct sales. We expect to incur additional ajiegdosses and these losses may be
substantial as a result of increases in expensesdoufacturing, marketing and sales, researchpeaodluct development, and general and
administrative costs. We may never achieve prdfitpbEven if we do achieve profitability, we manpt be able to sustain or increase
profitability on a quarterly or annual basis.

If we are unable to establish the utility of our pioducts, our products and services will not achievenarket acceptance.

The commercial success of our ProteinClygteSns will depend upon validating their utilityr ismportant biological applications and
increasing their market acceptance by researcheaisarmaceutical and biotechnology companies, as@dend government research centers
and clinical reference laboratories. If the effeetiess of our ProteinChip Systems in providing cenunally useful protein information prov
to be not equal to or better than current techrniefgt could seriously undermine market acceptarfiar products and reduce the likelihood
that we will ever achieve profitability.

If we are unable to attract clients for our Biomarker Centers, we may not be successful in furtheringdoption of our products and
technology and achieving profitability.

An element of our business strategy isstaldish Biomarker Centers in part through partmesswith academic and government rese
centers, and pharmaceutical and biotechnology commpaAlthough we are currently in negotiation wgittential partners and clients, to date
we have entered into only a few such arrangemeathire to enter into additional arrangements cdindit adoption of our products and
prevent us from achieving profitability.

If we fail to successfully develop and commercialezour products, our revenue will not increase and w/will not achieve profitability.

We began full commercialization of our puots in May 1999. Our success will depend on ollityko continue to develop and expa



commercial sales of our ProteinChip Systems, inolydur ProteinChip Arrays. We may encounter diffies in producing our ProteinChip
Systems or we may not be able to produce it ecacadiyj we may fail to achieve expected performaeeels, or we may have to set a price
for it that is unacceptable to our customers. Wg nw@ be able to successfully develop and commigzeiaur ProteinChip Systems or any
other products on a timely basis, achieve antiegh@erformance levels, gain industry acceptancaich products or develop a profitable
business. We may not be able to successfully dpwaefwrofitable chromatography-based protein pwtfan business.
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If we are unable to maintain our licensed rights tahe SELDI technology, we may lose the right to prduce ProteinChip Systems and
products based on the SELDI technology and the righto provide services and information related theréo.

Our commercial success depends on outyatilimaintain our sublicenses to the SELDI tecbgg! In July 2000, in response to MAS'
claims that we had materially breached the subdieergreements and its threat to terminate theceusie agreements, we filed a lawsuit
against MAS and LumiCyte requesting a declaratioouo rights, including that we have the right &l $nformation and service products, ¢
requesting a preliminary injunction preventing MASm terminating the sublicense agreements. In @at@000, we made additional claims
against MAS and LumiCyte and added Dr. T. Williamtéhens as an individual defendant. Hutchens i€tiief Executive Officer of both
MAS and LumiCyte, as well as a former officer amector of Ciphergen. He is presently the beneffioianer of less than 10% of the
Company's outstanding common stock. In OctoberQ2BMAS and Lumicyte filed cross-claims against i@ and its subsidiaries. In May,
2000, we amended our complaint and brought additiciaims against MAS, LumiCyte, and Hutchens. Wkelve that our causes of action
have merit and we intend to pursue the litigatiggrassively. Although we believe that the resolutad the litigation will not harm our abilit
to continue to pursue our business and stratetggyatiion is unpredictable and we may not prevdile Tourt may determine that LumiCyte or
others possess exclusive rights to provide infoiongtroducts and service products that we haveatfer may seek to offer as part of our
business. The sublicense agreements referred e givovide for termination in the event of matelisdach. Therefore, if we do not preval
our cause of action, and if the court determinas we have materially breached the sublicense agmets, there is a risk that the sublicense
agreements could be terminated. Substantiallyfallorevenue is derived from products relying echinology covered by the sublicense
agreements. If the agreements were terminated andese unable to obtain a license to these rigigsyould be precluded from selling any
SELDI-based products within the scope of the Baghtents, we would no longer generate revenue fnensale of these products and we
would have to revise our business direction aratexly. See "Legal Proceedings."

If we are unsuccessful in obtaining a federal regiigation for the SELDI trademark and we are succesgilly sued for trademark
infringement, we may be required to license the ma&ror change the name of our technology and incur asciated costs.

MAS has opposed our trademark applicatriffe SELDI mark on the basis of alleged earlssr of SELDI. The outcome of that
opposition remains pending. As a result, we maybeosuccessful in obtaining a federal registratiwrihe mark and may be sued by MAS
trademark infringement based on MAS' claimed puge rights to the SELDI mark. If MAS is successtus, will have to license rights to the
mark or not use the name, and we will be subjeittebsts and damages.

The Company may not be able to realize the benefitsf its recent acquisition of BioSepra. Our businescould be adversely affected as
a result of the acquisition.

We acquired the BioSepra process chromapdgr business from Invitrogen Corporation on JulyZ001. This transaction may not bt
beneficial to Ciphergen as it expects. We may entouisks to our business during the integratibBioSepra including:

. difficulties in assimilation of acquired personngberations, technologies or products in a timely aon-disruptive manner;
. difficulty of integrating a foreign business;
. unanticipated costs associated with the acquisition
. diversion of management's attention from otherress concerns;
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. adverse effects on existing business relationshiftsBioSepra's customers; and
. inability to retain key employees of BioSepra aftex acquisition.

Even with the investment of significant éimnd resources, the acquisition may not produeeetenues, earnings or business synergies
that Ciphergen anticipates. While the market igdaand growing for chromatographic processes, RigSBusiness prospects may remain
with the entrenched suppliers they currently useSBpra will need to develop new processes andtlboé&place entrenched suppliers



offering superior products. Customers having tasaje proteins have traditionally been slow to adew technologies, even when those
technologies offer considerable advantages ovstiagi proven approaches. Even if BioSepra chrognafthy products and services are n
efficient and of higher quality than alternativesnservative customers may favor established ptedural companies. If we fail to integrate
the acquired business effectively or if key emptsyef that business leave, the anticipated beradfitse acquisition would be jeopardized.
The time, capital, management and other resoupm® ®n an acquisition that fails to meet our etqu@mns could cause our business and
financial condition to be materially and adversaffected. In addition, acquisitions can involve freourring charges and amortization of
significant amounts of intangible assets that cauldersely affect our results of operations.

If we are unable to reduce our lengthy sales cycleur ability to become profitable will be harmed.

Our ability to obtain customers for our gueots depends in significant part upon the peroagtat our products and services can help
enable protein biomarker discovery, characteriradiod assay development. From the time we makalin@ntact with a potential customer
until we receive a binding purchase order typictdikes between a few weeks to a year or more. &es effort requires the effective
demonstration of the benefits of our products aag nequire significant training, sometimes of malifferent departments within a potential
customer. These departments might include researglidevelopment personnel and key managementditicag we may be required to
negotiate agreements containing terms unique to @astomer. We may expend substantial funds ancégesment effort and may not be able
to successfully sell our products or services $hart enough time to achieve profitability.

We may need to raise additional capital in the futte, and if we are unable to secure adequate funds derms acceptable to us, we may
be unable to execute our business plan.

We currently believe that current cash veses will be sufficient to meet our anticipateuincial needs for at least the next two years.
However, we may need to raise additional capitahsoin order to develop new or enhanced productgwices, increase our Biomarker
Center activities undertaken for our own accoungagjuire complementary products, businesses bntdogies to respond to competitive
pressures. If we are unable to obtain financindpabtain it on acceptable terms, we may be unabdeiccessfully execute our business plan.

If we are unable to provide our customers with softare that enables the integration and analysis oftge volumes of data, the
acceptance and use of our products may be limited.

The successful commercial research apmicatf our products requires that they enable mebeas to process and analyze large voll
of data and to integrate the results into othesphaf their research. The nature of our softwaables a level of integration and analysis that
is adequate for many projects. However, if we doaontinue to develop and improve the capabilitiesur ProteinChip Software to perform
more complex analyses of customer samples and ébimereasing customer expectations, our produetsmot gain market acceptance, we
may lose our current customers and we may be umallevelop a profitable business.
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If we do not effectively manage growth, managemermtttention could be diverted and our ability to increase revenues and profitability
could be harmed.

We are rapidly and significantly expandmg operations, which is placing a significantistan our financial, managerial and
operational resources. For example, we have rgcetieased our worldwide sales force and othesqgerel significantly, with plans for
further expansion, and have established additiBraharker Centers with plans to expand their safpgctivity. These changes could divert
management attention or otherwise disrupt our djpgrm In order to achieve and manage this grodfdtvely, we must continue to
improve and expand our operational and financialagament capabilities and resources. Moreover, iwaeed to effectively train,
integrate, motivate and retain our employees. @lure to manage our growth effectively could damagr ability to increase revenue and
become profitable.

Because our business is highly dependent on key endves and scientists, our inability to recruit am retain these people could hinder
our business expansion plans.

Ciphergen is highly dependent on its exgeutfficers and its senior scientists and engisae®ur product development and marketing
efforts will be delayed or curtailed if we lose thervices of any of these people. To expand owarel, product development and sales
efforts, we need additional people skilled in arsash as bioinformatics, biochemistry, informatsmvices, manufacturing, sales, marketing
and technical support. Competition for qualifiedpdoyees is intense. We will not be able to expamdbusiness if we are unable to hire, train
and retain a sufficient number of qualified empleye

If we are unable to successfully expand our limitedhanufacturing capacity for ProteinChip Readers andArrays, we may encounter
manufacturing and quality control problems as we irrease our efforts.

We currently have only one manufacturinglfiy at which we produce limited quantities ofrderoteinChip Arrays and ProteinChip
Readers. Some aspects of our manufacturing pracaessg not be easily scalable to allow for productid our ProteinChip Arrays ¢



ProteinChip Readers in larger volumes, resultingigmer than anticipated material, labor and ovadheosts per unit. As a result,
manufacturing and quality control problems mayeads we increase our level of production. We maybaable to increase our
manufacturing capacity in a timely and cost-effeztnanner and we may experience delays in manufiagtnew products. If we are unable
to consistently manufacture our ProteinChip Arragd ProteinChip Readers on a timely basis becditbese or other factors, we will not be
able to meet anticipated demand. As a result, welos® sales and fail to generate increased revanddecome profitable.

We face intense competition in our current and potetial markets and if our competitors develop new tehnologies or products, our
products may not achieve market acceptance and mdgil to capture market share.

Competition in our existing and potentianiets is intense and we expect it to increasere@tly, our principal competition comes from
other technologies that are used to perform marlgeogame functions for which we market our Pr@éip System. The major technologies
that compete with our ProteinChip System are ligihicbmatography-mass spectrometry and 2D-gel elglotiresis-mass spectrometry. In the
life science research market, protein researcts @adl services are currently provided by a numbeompanies. In the large scale
chromatography market, there are several largecdaompetitors. In many instances, Ciphergen'spetitors may have substantially greater
financial, technical, research and other resowscesarger, more established marketing sales loligioin and service organizations.
Additionally, our potential customers may intergalevelop competing technologies. If we fail to qate effectively with these technologies
and products, or if competitors develop significamprovements in protein detection systems or dgvel
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systems that are easier to use, our products nmagcheve market acceptance and our sales mayadecre
If the government grants a license to the SELDI tdmology to others, it may harm our business.

Some of the inventions covered by the seblse agreements were developed under a granefiagency of the U.S. government and
therefore the government has a paid-up nonexclusingransferable license to those inventions aadight in limited circumstances to grant
a license to others on reasonable terms. If themowent exercises those rights our business caulthtmed.

If a competitor infringes our proprietary rights, w e may lose any competitive advantage we may haveasesult of diversion of
management time, enforcement costs and the losstbé exclusivity of our proprietary rights.

Our commercial success depends in paruomloility to maintain and enforce our proprietaights. We rely on a combination of pate
trademarks, copyrights and trade secrets to protedtechnology and brand. In addition to our lmeth SELDI technology, we also have
submitted patent applications directed to subsedgeehnological improvements and application of &#t# DI technology. Our patent
applications may not result in additional patents.

If competitors engage in activities thdtiimge our proprietary rights, our management'sifowill be diverted and we may incur
significant costs in asserting our rights. We maylre successful in asserting our proprietary sigwhich could result in our patents being
held invalid or a court holding that the competi®not infringing, either of which would harm otwmpetitive position. We cannot be sure
that competitors will not design around our patdrigzhnology.

We also rely upon the skills, knowledge argderience of our technical personnel. To helpeatoour rights, we require all employees
and consultants to enter into confidentiality agreats that prohibit the disclosure of confidenitiérmation. These agreements may not
provide adequate protection for our trade secketsw-how or other proprietary information in the evehany unauthorized use or disclosi

If others successfully assert their proprietary ridhts against us, we may be precluded from making ansklling our products or we may
be required to obtain licenses to use their technogy.

Our success also depends on avoiding gifrqnon the proprietary technologies of others. akkeaware of third parties whose business
involves the use of mass spectrometry for the aiabyf proteins and DNA, and third parties whossitess involves providing
chromatography sorbents and media. Certain of thaed&s have issued patents or pending patenicafiphs on technology that they might
assert against us. If they successfully make sastrions, we may be required to obtain licenseséathat technology and such licenses may
not be available on commercially reasonable teihas,all. We may incur substantial costs defendingselves in lawsuits against charges of
patent infringement or other unlawful use of andghproprietary technology. Any such lawsuit may e decided in our favor, and if we are
found liable, we may be subject to monetary damagégunction against using their technology.

We rely on single-source suppliers for many compomés of our ProteinChip Systems and if we are unabléo obtain components we
would be harmed and our operating results would suér.

We depend on many single-source supplarthe necessary materials and components requir@ssemble our products. Because of
limited quantities of products manufactured at gtége of our development it is not economicalbsfble to qualify and maintain alterni



vendors for most components of our ProteinChip Resdnd Arrays. We have occasionally experiencéd/slén receiving components
resulting in manufacturing delays. If we are unablerocure the necessary
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materials and components from our current vendeesyill have to arrange new sources of supply andheaterials and components
shipments could be delayed, harming our abilitggsemble and manufacture our ProteinChip ReaddrAmays, and our ability to sustain
increase revenue could be harmed. As a resulgasis could increase and our profitability coulchbemed.

If there are reductions in research funding, the allity of our existing and prospective research custmers to purchase our products
could be seriously harmed.

A significant portion of our products fasearch use is likely to be sold to universiti@seggnment research laboratories, private
foundations and other institutions where fundingépendent upon grants from government agenciek,asithe National Institutes of Health.
Government funding for research and developmenflhetsiated significantly in the past due to changrecongressional appropriations.
Research funding by the government may be sigmifigaeduced in the future. Any such reduction reayiously harm the ability of our
existing and prospective research customers tdhpsecour products or reduce the number of Prot@n@inays used. Limitations in funding
for commercial, academic and biotechnology andmphaeutical companies that are the potential custofoe our ProteinChip Systems and
Arrays and cost containment pressures for biomedésgarch may limit our ability to sell our prodsic

Consolidation in the pharmaceutical and biotechnolgy industries may reduce the size of our target m&et and cause a decrease in
our revenue.

Consolidation in the pharmaceutical anddzibnology industries is generally expected to ndelanned or future consolidation among
our current and potential customers could decreastw sales of our technology and reduce the etardur products target. Any such
consolidation could limit the market for our prothiand seriously harm our ability to achieve otansprofitability.

Our stock price has been highly volatile, and youmvestment could suffer a decline in value.

The trading price of our common stock hasrbhighly volatile and could continue to be suljeavide fluctuations in price in response
to various factors, many of which are beyond ountig®, including:

. actual or anticipated variations in quarterly ofiegaresults;

. failure to achieve, or changes in, financial estesdy securities analysts;

. announcements of new products or services or téofjical innovations by us or our competitors;

. conditions or trends in the pharmaceutical, biotetbgy and life science industries;

. announcements by us of significant acquisitiomatagic partnerships, joint ventures or capital goiments;
. additions or departures of key personnel,

. sales of our common stock; and

. developments regarding our patents or other irttelsd property or that of our competitors.

In addition, the stock market in general he Nasdaq National Market and the market fdnrielogy companies in particular, have
experienced significant price and volume fluctuagithat have often been unrelated or dispropott#ottathe operating performance of those
companies. Further, there has been particulariliglan the market prices of securities of lifeisece companies. These broad market and
industry factors may seriously harm the marketgpatour common stock, regardless of our opergigr§prmance. In the past, following
periods of volatility in the market price
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of a company's securities, securities class aditigation has often been instituted. A securitiésss action suit against us could result in
substantial costs, potential liabilities and theedsion of management's attention and resou



There may not be an active, liquid trading market 6r our common stock.

There is no guarantee that an active topdiarket for our common stock will be maintainedlo& Nasdaq Stock Market's National
Market. You may not be able to sell your shareslkdyior at the latest market price if trading irr @tock is not active.

Anti-takeover provisions in our charter, bylaws andStockholder Rights Plan and under Delaware law cdd make a third party
acquisition of us difficult.

Our certificate of incorporation, bylawsdagtockholder Rights Plan contain provisions tloatld make it more difficult for a third party
to acquire us, even if doing so might be deemeefieal by our stockholders. These provisions cdinfdt the price that investors might be
willing to pay in the future for shares of our commstock. We are also subject to certain provisafridelaware law that could delay, dete
prevent a change in control of us.

The rights issued pursuant to our StockioRights Plan will become exercisable the tenthafter a person or group announces
acquisition of 15% or more of our common stock mm@nces commencement of a tender or exchangetb@onsummation of which
would result in ownership by the person or grouf®% or more of our common stock. If the rightsdree exercisable, the holders of the
rights (other than the person acquiring 15% or nodr@ur common stock) will be entitled to acquineeixchange for the rights' exercise price,
shares of our common stock or shares of any comipanhich we are merged, with a value equal to évitee rights' exercise price.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT MARKET RISKS

We maintain investment portfolio holdingsvarious issuers, types and maturities. Theserdgesuare classified as available-for-sale,
and consequently are recorded on the balance ahfzét value with unrealized gains and losses nteploas a separate component of
accumulated other comprehensive income (loss).elbesurities are not leveraged and are held fgrgsess other than trading.

The following discussion about our marksk involves forward-looking statements. We arecsqul to market risk related mainly to
changes in interest rates. We do not invest invdtivie financial instruments.

Interest Rate Sensitivity

The fair value of our investments in maakd¢ securities at December 31, 2001 was $28.8&milvith a weighted-average maturity of
210 days and a weighted-average interest rate/68a.

The primary objective of our investmentidties is to preserve principal while at the satinge maximizing the income we receive from
our investments without significantly increasingktiWe ensure the safety and preservation of maésied principal funds by limiting default
risks, market risk and reinvestment risk. To achithese objectives, we maintain our portfolio aftcaquivalents, short-term investments and
long-term investments in a variety of securiti@g)uding commercial paper, money market funds, guwent and non-government debt
securities, and, by policy, restrict our exposworarty single corporate issuer by imposing concéatrdimits. We mitigate default risk by
investing in high credit-quality securities.

Some of the securities that we invest iy imave market risk. That means that a change wafieg interest rates may cause the fair
value of the principal amount of an investmentitictiiate.
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For example, if we hold a security that was issw#l a fixed interest rate at the thprevailing rate and the prevailing rate rises,fiievalue
of the principal amount of our investment will pedily decline. To minimize the exposure due to askvshifts in interest rates, we maintain
investments at an average maturity of less tharyeae with no individual security investment matgrin more than two years.

Our exposure to market risk for changeisterest rates relates primarily to the increaseemrease in the amount of interest income we
can earn on our available funds for investment. [Gng-term debt and capital lease agreements dieedtinterest rates. We do not plan to
use derivative financial instruments in our investinportfolio.

Foreign Currency Exchange Risk

Most of our revenue is realized in U.Slaigl. However, a portion of our revenue from chrtogeaphy sorbents is realized in foreign
currencies, predominantly in Europe. In additidhthe revenue of our Japanese joint venture ikzehin Japanese yen. As a result, our
financial results could be affected by factors saslthanges in foreign currency exchange rategak wconomic conditions in foreign
markets. Because most of our revenue is curresthpohinated in U.S. dollars, an increase in theevafithe U.S. dollar relative to foreign
currencies could make our products less compeiitifereign markets



Our subsidiaries' accounts are translatad the local currency to the U.S. dollar using¢herent exchange rate in effect at the balance
sheet date for balance sheet accounts, and usray#rage exchange rate during the period for tevand expense accounts. The effects of
translation are recorded as a separate componstiakholders' equity. The net tangible assetsiohion-U.S. operations, excluding
intercompany debt, were $7.1 million at December28D1.

Although we will continue to monitor ourgosure to currency fluctuations, we cannot prodsieurance that exchange rate fluctuations
will not harm our business in the future. We cutisedo not use derivative financial instrumentsiiigate this exposure. We have not taken
any action to reduce our exposure to changes @idiorcurrency exchange rates, such as optionguneicontracts, with respect to
transactions with our European subsidiaries orseations with our European customers.

Euro—the New European Currency

The countries of the European Union hawaptet] a single currency, the "euro." The euro cenoeexistence on January 1, 2000, and
during the three-year transition period following introduction, countries were allowed to trandatiness both in the euro and in their own
currencies at fixed exchange rates. On Januar§(R2,2he euro became the only currency in Econ@amécMonetary Union countries. A
significant portion of our business is conducteéimope. The adoption of the euro did not have geriz effect on our business, results of
operations, financial position or liquidity.
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REPORT OF INDEPENDENT ACCOUNTANTS
To the Board of Directors and Stockholders of Cigke Biosystems, Inc.

In our opinion, the accompanying consobddbalance sheets and the related consolidatedrstats of operations, of stockholders'
equity (deficit) and of cash flows present faiilyall material respects, the financial positiorGiphergen Biosystems, Inc. and its subsidit
at December 31, 2001 and 2000, and the resulteofaperations and their cash flows for each efttivee years in the period ended
December 31, 2001 in conformity with accountingipiples generally accepted in the United Statesnoérica. These financial statements
are the responsibility of the Company's managenmemtresponsibility is to express an opinion orsthénancial statements based on our
audits. We conducted our audits of these statenieiaiscordance with auditing standards generalbgpied in the United States of America,
which require that we plan and perform the auditstitain reasonable assurance about whether tecfad statements are free of material
misstatement. An audit includes examining, on tildasis, evidence supporting the amounts and disds in the financial statements,
assessing the accounting principles used and &ignifestimates made by management, and evaluagngverall financial statement
presentation. We believe that our audits providesgonable basis for our opinion.

PRICEWATERHOUSECOOPERS LLP

San Jose, Californi
February 1, 200
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CIPHERGEN BIOSYSTEMS, INC.
CONSOLIDATED BALANCE SHEETS
(in thousands, except share and per share data)

ASSETS
Current asset:

Cash and cash equivalel

Shor-term investment

Accounts receivable, net of allowance for doub#fttounts of $324 and $160, respectiy
Accounts receivable from related part

Inventories, ne

Prepaid expenses and other current a:

Total current asse
Property and equipment, r
Long-term investment
Goodwill and other intangible assets,
Notes receivable from related part
Other lon¢-term asset

Total asset

LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:

Accounts payabl

Accounts payable to related pa
Accrued liabilities

Deferred revenu

Deferred revenue from related part
Current portion of capital lease obligatic
Current portion of lon-term debr

Total current liabilities
Deferred revenu
Deferred revenue from related part
Capital lease obligations, net of current por!
Long-term debt, net of current portic
Other long term liabilitie:

Total liabilities
Commitments and contingencies (Note

Stockholders' equity
Common stock, $0.001 par val

Authorized: 80,000,000 shares at December 31, 2661200(
Issued and outstanding: 27,056,872 shares and283¥Bshares at December 31, 2001 and
2000, respectivel

Additional paic-in capital

Notes receivable from stockholde

Deferred stock compensati

Accumulated other comprehensive income (i
Accumulated defici

December 31,

2001 2000
$ 48,31¢ $ 107,63
21,27: —
5,52¢ 2,94¢
12¢ 75
3,88¢ 1,32:
2,15¢ 96¢
81,29: 112,94
10,22¢ 4,687
7,53: —
6,70¢ 37¢
384 304
672 63C
$ 106,81 $ 118,94
| |
$ 3,06¢ $ 90€
147 13
4,63¢ 2,871
1,97t 57¢
47 137
41C 234
117 182
10,40: 4,92¢
172 12¢
272 221
2,08: 307
— 117
65¢ 95
13,58" 5,79¢
27 27
175,33 175,69
(1,294) (1,294)
(6,327 (12,36
191 (24)
(74,70:) (48,889



Total stockholders' equi 93,22¢ 113,15:
Total liabilities and stockholders' equ $ 106,81t 118,94¢
I I
The accompanying notes are an integral part oktheasolidated financial statements.
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CIPHERGEN BIOSYSTEMS, INC.
CONDOLIDATED STATEMENTS OF OPERATIONS
(in thousands, except per share data)
Years Ended December 31,
2001 2000 1999
Revenue
Products $ 15,74: 7,35¢ 3,96:
Product revenue from related part 1,192 1,06¢ 882
Services 2,11t 518 16t
Total revenue 19,04¢ 8,93¢ 5,01(
Cost of revenue
Products 5,51¢ 2,774 1,354
Product revenue from related part 434 587 30¢€
Services 664 11¢ 48
Total cost of revenu 6,61¢ 3,48( 1,70¢
Gross profit 12,43¢ 5,45¢ 3,302
Operating expense
Research and developme 12,89t 7,47¢ 3,13¢
Sales and marketir 14,30: 9,001 4,98¢
General and administratiy 13,02( 11,32 2,79¢
Amortization of intangible asse 65C 31¢ 36E
Write-off of acquired i-process technoloc 1,00(¢ — —
Total operating expens 41,86¢ 28,11¢ 11,29:
Loss from operation (29,43) (22,667 (7,990
Interest incomt 4,12¢ 2,644 24¢
Interest expens (150 (170 179
Other income (expense), r (201) 27 37
Equity in net loss of joint ventul (12 (1449 (159
Loss before provision for income tax (25,669 (20,309 (8,04¢)
Provision for income taxe 14< — —
Net loss (25,817 (20,309 (8,046
Dividend related to beneficial conversion featur@referred stocl — (27,229 —



Net loss attributable to common stockholc

Net loss per share attributable to common stocldrsl|

Basic and dilutes

Shares used in computing net loss per share dthiltito common stockholde

The accompanying notes are an integral part oktheasolidated financial statements.
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$ (25,81%)

$ (0.97)

26,51:

$ (47,53) $

(8,046)

$

(4.09 $ (1.26)

11,63¢ 6,391

Balances, January 1, 1999
Net loss

Issuances of common stock
services

Issuance of common stock fc
cash and notes receivable
Repurchase of common stoc
Deferred stock compensatiot
Amortization of deferred stoc
compensation

Balances, December 31, 19¢

Comprehensive los

Net loss
Foreign currency
translation adjustmet

Total comprehensive
loss

Issuances of common stock
services

Stock options exercised
Repayment of stockholder
notes

Repurchase of common stoc
Deferred stock compensatior
Amortization of deferred stoc
compensation

Issuance of preferred stock ¢
warrants with beneficial
conversion feature

Dividend related to beneficia
conversion feature of preferr
stock.

Conversion of preferred stoc
and warrants to common sto
and warrant:

Issuance of common stock, r
of offering costs

Balances, December 31, 20

Comprehensive Loss:

Net loss
Unrealized gain on
marketable securitie

Foreign currency

Common Stock

CIPHERGEN BIOSYSTEMS, INC.
CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY (DE FICIT)

(in thousands)

Accumulated

Additional Receivable Deferred Other
Paid-In Comprehensive Accumulated

Shares Capital Stockholders Compensation Income (Loss) Deficit Total
6,861 $ 6 3% 5,957 (386) $ (1,309 $ — $ (20,539 $ (16,27%)
_ _ _ _ — — (8,04¢€) (8,04¢)
12 — 14 — — — — 14
33¢ — 36€ (34)) — — — 25
(359 — (239 23¢ — — — —
— — 3,72 — (3,723) — — —
— — — — 1,34« — — 1,344
6,85: 6 9,81€ (48¢) (3,687%) — (28,58%) (22,939)
_ _ _ — — — (20,309) (20,309)
— — — — — (24) — (24)
(20,329)
15 — 174 — — — — 174
637 1 1,344 (891) — — — 454
— — — 65 — — — 65
(18) — (22) 20 — — — (1)
— — 17,98t — (17,98%) — — —
— — — — 9,31( — — 9,31(
— — 27,22¢ — — — — 27,22¢
— — (27,229 — — — — (27,229)
12,97: 14 53,967 — — — — 53,98
6,32¢ 6 92,42¢ — — — — 92,43t
26,78¢ 27 175,69: (1,299 (12,367) (24) (48,889  113,15:

204

(25,815 (25,81

— 204



translation adjustment

Total comprehensive
loss

Issuances of common stock
services

Stock options exercised
Purchase of common stock
under employee stock purch.
plan

Repurchase of common stoc
Deferred stock compensati
Amortization of deferred stoc
compensation

Balances, December 31, 20 27,057 $

= = = = = 11 11
(25,597

51 — 268 — — — 26¢
11¢ — 183 — — — 182
114 — 604 — — = 604
(10 — (29) — — — (28)
— — (1,389) — 1,38¢ — —
— — — — 4,647 — 4,643
27 $ 175,33. $ (1,299 $ (6,329 $ 191 $ (74,700 $  93,22¢

The accompanying notes are an integral part oktheasolidated financial statements.
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Cash flows from operating activities:

Net loss

CIPHERGEN BIOSYSTEMS, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS
(in thousands)

Years Ended December 31,

Adjustments to reconcile net loss to cash usegaearating activities

Depreciation and amortization

Write-off of acquired in-process technology

Stock issued for services

Amortization of deferred stock compensation ancebrated vesting of stock optio

Amortization of debt discount

Equity in net loss of joint venture

Loss on disposal of fixed assets

Changes in operating assets and liabilities, neseéts acquired and liabilities assumed in busioesbination

Accounts receivable, ni

Accounts receivable from related parties

Inventories, net

Prepaids and other current assets

Other lon¢-term asset

Accounts payable and accrued liabilities

Accounts payable to related party

Deferred revenue

Deferred revenue from related part

Other lon¢-term liabilities

Net cash used in operating activit

Cash flows from investing activities:

Purchase of property and equipm

Acquisition of BioSepra, net of cash acqui

Purchase of marketable securities

Maturities of marketable securities

2001 1999
$ (25819 $ (20,309 (8,046
2,72¢ 1,297 945
1,00¢ = =
26¢ 553 14
4,647 9,31( 1,342
— 4 19
12 144 15¢
5 48 164
(1,196 (2,269 12
(53) 243 62
(168) (407) 8
(507) (647) (91)
(53) (59€6) (22)
2,47¢ 2,12¢ 467
134 9 (327)
1,44¢ 501 81
(39 (29) 134
565 95 —
(14,560) (9,969 (5,079
(4,070 (4,609 (602)
(12,257 — —
(36,93) — —

8,33¢



Issuance of notes receivable to related parties (80) (43) (19)

Investment in joint venture — — (315)

Net cash used in investing activiti (45,009 (4,647 (936)

Cash flows from financing activities:

Proceeds from issuance of common stock, net ofirssicosts — 92,43t —
Repurchase of common stock (28) ) —
Proceeds from exercise of stock options and was 183 1,46( 95
Issuance of common stock under employee stock peechlan 604 — —
Repayment of stockholder notes — 65 —
Proceeds from issuance of preferred stock, nedsefance costs — 26,90z 1,01¢
Principal payments on capital lease obligations (326) (200) (70)
Proceeds from lor-term debt — — 467
Repayments of long-term debt (183 (370 (526)
Borrowings under line of credit — 28E 2,55¢
Repayments under line of credit — (1,110 (1,729
Net cash provided by financing activiti 25C 119,46¢ 1,81C

Effect of exchange rate chancg 4 (24) —

Net increase (decrease) in cash and cash equis. (59,319 104,83« (4,209
Cash and cash equivalents, beginning of year 107,63: 2,79¢ 7,00z
Cash and cash equivalents, end of \ $ 48,31¢ $ 107,63: $ 2,79¢

IS S EE—
Supplemental cash flow information:
Cash paid for intere: $ 161 $ 142 $ 14C

Cash paid for income taxes — — —
Supplemental schedule of non-cash investing arahéiimg activities:

Acquisition of property and equipment under cagitakes — 43€ 21¢
Common stock issued in exchange for notes recesviabin stockholder — 891 327
Repurchase of common stock for cancellation of icéeeivable — 20 23¢
Dividend related to beneficial conversion featuf@m@ferred stock — 27,22¢ —
Issuance of warrants in connection with SeriesnBrfcing — 214 —
Additions to (reductions in) deferred stock comios (1,38¢) 17,98t 3,72:%
Transfer of fixed assets to inventc 301 192 —
Conversion of preferred stock and warrants to comstock and warrants — 53,98! —

The accompanying notes are an integral part oktheasolidated financial statements.
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CIPHERGEN BIOSYSTEMS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. Organization and Summary of Significant Acconting Policies
The Company

Ciphergen Biosystems, Inc. (the "Comparny"Giphergen™), which was reincorporated in thet&taf Delaware on June 21, 2000,
develops, manufactures and sells ProteinChip Systetnich consist of consumable ProteinChip Arr@rsteinChip Readers and ProteinC
Software for life science researchers. These pitsdare sold primarily to biologists at pharmacealtand biotechnology companies, and
academic and government research laboratoriesCoh®gany also provides research services and, tsiticquisition of the BioSepra
chromatography business (Note 4), has enteredrtiteip purification market.

Basis of Presentatior



The accompanying consolidated financiaksteents have been prepared in conformity with actiog principles generally accepted in
the United States of America and include the actsoahthe Company and its wholly-owned subsidiardkintercompany transactions have
been eliminated in consolidation.

The Company reports its minority ownershigrest in Ciphergen Biosystems, K.K., a jointtea in Japan, using the equity method of
accounting. Intercompany profits have been elingidamh the consolidated financial statements.

Use of Estimates

The preparation of financial statementsiieg management to make estimates and assumgimiraffect the reported amounts of as
and liabilities and disclosure of contingent asseis liabilities at the date of the financial stagsts and the reported amounts of revenues an
expenses during the reporting period. Actual restduld differ from those estimates.

Certain Risks and Uncertainties

The Company's products and services aremtly concentrated in a single segment of thesiifience research field which is
characterized by rapid technological advances aadges in customer requirements. The success @fdimpany depends on management's
ability to anticipate or to respond quickly and quiately to technological developments in its indysthanges in customer requirements or
industry standards. Any significant delays in teee&lopment or introduction of products or servicesld have a material adverse effect on
the Company's business and operating results.

The Company licenses certain technologdiasdre used in products that represent substgralabf its revenues. An inability to retain
such technology licenses could result in a matadakrse effect to the Company. Additionally, sahthe components used in its products
are from single-source suppliers. If the Comparnyniable to obtain such components, its financiabidmon and operating results could be
significantly impacted.

Cash and Cash Equivalents
The Company considers all highly liquidéstments purchased with an original maturity oé¢hmonths or less to be cash equivalents.
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Investments

Management determines the appropriateifitzeg®on of the Company's investments in markegadebt and equity securities at the time
of purchase, and re-evaluates this designationcit kalance sheet date. The Company classifise@lrities as "available-for-sale” and
carries them at fair value with unrealized gaintosses related to these securities included asnanent of stockholders' equity in the
consolidated balance sheet. The Company's inveswhgctives include the safety and preservatiomedsted funds and liquidity of
investments that is sufficient to meet cash floguisements. Cash, cash equivalents, and investnredebt and equity securities are placed
with high credit quality financial institutions amémmercial companies and government agenciegir ¢o limit the amount of credit
exposure. Realized gains and losses are determgieg the specific identification method.

Fair Value of Financial Instruments

The carrying amounts of certain of the Camps financial instruments including cash and eaglivalents and accounts payable
approximate fair value due to their short matusitiBased on borrowing rates currently availabldnéoCompany for loans with similar terms,
the carrying value of its debt obligations approaies fair value.

Concentration of Credit Risk

Financial instruments that potentially dbjthe Company to a concentration of credit rishsist of cash and cash equivalents and
accounts receivable. Most of the Company's casltasid equivalents as of December 31, 2001 weresdtegdavith financial institutions in
the United States and exceeded federally insurediate. The Company also maintains minimal cash slepwith banks in Western Europe
and Canada. The Company has not experienced asgslos its deposits of cash and cash equivalemésCdmpany's accounts receivable
derived from sales made to customers located inthNemerica, Europe and Asia. The Company performgomg credit evaluations of its
customers' financial condition and generally dastsraquire collateral. The Company maintains aovedince for doubtful accounts based
upon the expected collectibility of accounts reabie.

Ciphergen Biosystems, K.K. accounted ford&%d 11% of revenue in 2001 and 2000, respectingdyother customer accounted for rr
than 10% of revenue in 2001 or 20



Inventories
Inventories are stated at the lower of ddad cost, which approximates average cost, or edadlue.
Property and Equipment

Property and equipment are stated at cabtlapreciated on a straight-line basis over thimated useful lives of the related assets.
Computer equipment is depreciated over three toyears, laboratory equipment over three to eiglatry, office furniture and equipment c
three to ten years, and demonstration equipmemttoxeyears. Leasehold improvements are deprec@tedthe lease term. Gains and losses
upon asset disposal are reflected in operatiotiseiyear of disposition.

Gooduwill and Other Intangible Assets

Goodwill represents the excess of the mselprice over the estimated fair value of theitdagnd intangible net assets acquired in the
Company's acquisitions of lllumeSys Pacific, Imc1D97, Ciphergen Technologies, Inc. in 1998, aiodBpra S.A. in 2001. Prior to the
adoption of Statement of Financial Accounting Stadd No. 142, "Goodwill and Other Intangible As5¢sge "Recent
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Accounting Pronouncements” below), goodwill wasgeamortized on a straight-line basis over fivergea

Other intangible assets consist of patantsdeveloped product technology arising from dwuasition of the BioSepra business. These
intangibles are being amortized on a straight4iasis over their estimated useful lives of sevearse

Goodwill and other intangible assets awéesged for impairment whenever events or changesraumstances indicate that the carrying
amount of an asset may not be recoverable.

Long-lived Assets

Long-lived assets are reviewed for impaintnghen events or changes in circumstances indibatearrying amount of an asset may not
be recoverable. Recoverability is measured by coispaof the asset's carrying amount to futureuneliscounted cash flows the assets are
expected to generate. If such assets are consittebedimpaired, the impairment to be recognizedessured by the amount by which the
carrying amount of the assets exceeds the projeésedunted future net cash flows arising fromadksets.

Revenue Recognition

Revenue from product sales is recognizeshygroduct shipment, provided no significant olfigias remain and collections of the
receivables are deemed probable. Revenue fromrobseantracts is recognized as the work is perfdirbased on the achievement of
milestones described in the contracts. Revenue fedfmont payments is deferred and recognized ratabdy the expected life of the contre
Payments for maintenance contracts are usuallyaftepnd the revenue is deferred and recognizatlyabver the term of the service
contract, which is generally 12 months. For mudtiplement arrangements, revenue is allocated toaauaponent of the contract using the
fair value of the elements. The revenue attrib@tablany undelivered elements is deferred anddsesjuently recognized as the Company
fulfills its obligations to deliver those goodssm@rvices.

Research and Development Costs

Research and development expenditureshairged to operations as incurred. Software is tagral component of the Company's
ProteinChip Systems. Software development costgtiad in the research and development of new ptedare expensed as incurred until
technological feasibility is established. To d@aducts and upgrades have generally reached tliecfical feasibility and have been released
for sale at substantially the same time.

Stock-based Compensation

The Company accounts for its stock-basegl@yee compensation arrangements in accordancepwatlisions of Accounting Principles
Board Opinion No. 25 ("APB 25"), "Accounting fordsk Issued to Employees" and complies with theldésce provisions of Statement of
Financial Accounting Standards ("SFAS") No. 123¢¢Aunting for Stock-Based Compensation." Under ZBBunearned compensation
expense is based on the difference, if any, onldte of the grant, between the fair value of then@any's stock and the exercise price.
Unearned compensation is amortized and expensaetordance with Financial Accounting Standards 8daterpretation No. 28. The
Company accounts for stock issued to non-emploiyeascordance with the provisions of SFAS No. 188 Bmerging Issue Task Force
No. 9¢-18, "Accounting for Equity Instruments that arsused to Other Than Employees for Acquiring, or onfonction with Selling, Goods
or Services.'
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Income Taxes

The Company accounts for income taxes usiagiability method. Under this method, defertax assets and liabilities are determined
based on the difference between the financial sizté and the tax bases of assets and liabilitieg) enacted tax rates in effect for the year in
which the differences are expected to affect taxaidome. A valuation allowance is established wheressary to reduce deferred tax assets
to the amounts expected to be realized.

Foreign Currency Translation

The functional currencies of the Compafgysign subsidiaries are the local currencies. Adicmly, all monetary assets and liabilities
the foreign operations are translated into U.Sadokt current period end exchange rates, andmmretary assets and related elements of
expense are translated using historical rates dfamge. Revenues and other expense elementsraskated to U.S. dollars using average
exchange rates in effect during the period. Thagyand losses from foreign currency translatiothe$e subsidiaries' financial statements are
recorded directly into a separate component oksiomlders' equity under the caption "Accumulateceottomprehensive income (loss)."
Foreign currency transaction gains and losses hatvbeen significant.

Net Loss per Share

Basic net loss per share attributable taroon stockholders is computed by dividing net tssbutable to common stockholders for the
period by the weighted average number of commoreshautstanding during the period. Diluted net jesisshare attributable to common
stockholders is computed by dividing the net lassbaitable to common stockholders for the perigdhe weighted average number of
common and potential common shares outstandinggltine period, if their effect is dilutive. Poteaittommon shares include common stock
subject to repurchase and incremental shares ofnoonstock issuable upon the exercise of stock nptamd warrants and upon the
conversion of convertible preferred stock.

The following table sets forth the compiaiatof basic and diluted net loss per share atiaible to common stockholders for the periods
indicated (in thousands, except per share amounts):

Years Ended December 31,

2001 2000 1999

Numerator:
Net loss attributable to common stockholc $ (2581) $ (47,53) $ (8,046

Denominator

Weighted average common shares outstan 26,89 12,11( 6,75(C
Weighted average unvested common shares subjegtochas: (382 (47%) (359)
Denominator for basic and diluted calculatit 26,51: 11,63¢ 6,391

Basic and diluted net loss per share attributabmmmon
stockholder: $ 0.97) $ (4.09) $ (1.26)
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The following table sets forth the potehsiaares of common stock that are not includethéndiluted net loss per share attributable to
common stockholders calculation above because smdwould be anti-dilutive for the periods indich{@n thousands):

Years Ended December 31,

2001 2000 1999

Effect of dilutive securities
Convertible preferred stock outstanding — — 8,231



Common stock subject to repurchase 293 50¢& 392
Stock options outstanding 2,30C 1,492 561
Common stock warrants outstanding 9 9 242

2,60z 2,00e 9,42¢

Recent Accounting Pronouncements

In July 2001, the Financial Accounting Stards Board (FASB) issued Statements No. 141 aBdRAS 141 and FAS 142), "Business
Combinations" and "Goodwill and Other IntangiblesAts", respectively. FAS 141 eliminates poolingrbérests accounting prospectively. It
also provides guidance on purchase accountingerktatthe recognition of intangible assets and atiog for negative goodwill. FAS 142
changes the accounting for goodwill from an amation method to an impairment-only approach. Urkee$ 142, goodwill will be tested
annually and whenever events or circumstances adedigating that goodwill might be impaired. FAS11dnd FAS 142 were effective for all
business combinations completed after June 30,.200dn adoption of FAS 142, amortization of goodiwecorded for business
combinations consummated prior to July 1, 2001 esasnd intangible assets acquired prior to JuB0D1 that do not meet the criteria for
recognition under FAS 141 were reclassified to gathdCompanies are required to adopt FAS 142 feedl years beginning after
December 15, 2001, but early adoption is permitiezkrtain circumstances. The Company will adopSRAI2 on the first day of fiscal 2002
(January 1, 2002). In connection with the adoptibRAS 142, the Company is required to performeadgitional goodwill impairment
assessment. The Company believes that the implatiembf these standards will not have a matemglact on its results of operations or
financial position.

In August 2001, the FASB issued StatementIM3 (FAS 143), "Accounting for Asset Retirem®filigations,” which is effective for
fiscal years beginning after June 15, 2002. FASddifesses financial accounting and reporting liigations associated with the retirement
of tangible long-lived assets and the associateetastirement costs. The Statement applies &ndities. It applies to legal obligations
associated with the retirement of long-lived ast®sresult from the acquisition, constructionvelepment, and/or the normal operation of a
long-lived asset except for certain obligationg¢esBees. Ciphergen does not expect the adoptiBA®f143 will have a significant impact on
its results of operations or financial position.

In October 2001, the FASB issued Staterientl44, "Accounting for the Impairment or DisposflLong-Lived Assets." FAS 144
addresses financial accounting and reporting feiintipairment of long-lived assets and for longdivassets to be disposed of. FAS 144 was
effective for fiscal years beginning after Decemb®gy2001. Ciphergen will adopt the provisions 85144 on January 1, 2002 and does not
expect that such adoption will have a materiala@fée its financial statements.
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2. Balance Sheet Components (in thousands)
December 31,
2001 2000
Inventory, net:
Raw materials $ 1,35¢  $ 60~
Work in progress 81¢ 393
Finished goods 1,715 324
$ 3,88¢ $ 1,322
I I
Property and equipment:
Land $ 348 $ =
Buildings and improvements 2,54( —
Machinery and equipment 8,47: 3,17¢
Leasehold improvements 2,55¢ 2,13¢
Computers and equipment 1,42 78t
Furniture and fixtures 81C 524

16,15¢ 6,62(
Less: accumulated depreciation and amortization (5,929 (1,939




$ 10,22¢ $ 4,68

Property and equipment includes $3,718%880D of equipment under capital leases at DeceBthe2001 and 2000, respectively.
Accumulated amortization of assets under capitadds totaled $837 and $318 at December 31, 2002008 respectively.

Goodwill and other intangible assets, nel

Goodwill $ 2501 $ 1,32
Patents 40C —
Purchased technology 5,40( —

8,301 1,322
Less: accumulated amortization (1,597 (949

$ 6,70¢ $ 37¢

Accrued liabilities:

Payroll and related expenses $ 263¢ $ 1,24«
Security deposit 16€ 332
Legal and accounting fees 562 331
Rent and related liabilities 167 484
Tax-related liabilities 47C 14C
Other accrued liabilities 631 34¢€

$ 4,63 $ 2,871
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3. Marketable Securities

Marketable securities, which are classitisthvailable-for-sale, are summarized as folloswsfddecember 31, 2001 (in thousands):

Gross
Amortized Unrealized Aggregate
Cost Gains Fair Value
U.S. Treasury securities and debt securities of go8ernment
agencie: $ 559 $ 17 $ 5,612
Corporate debt securiti 23,00¢ 187 23,19¢
$ 28,60 $ 204 $ 28,80¢

The Company had no marketable securiti®eaember 31, 2000.

At December 31, 2001, marketable debt $sgesiwith an aggregate fair value of $21.3 millieeid scheduled maturities of less than one
year. All remaining marketable debt securities befteduled maturities of between one and two y&arsnarketable debt securities F
maturities of less than three months at the dapriafhase, and none were classified as cash egotsal

During 2001 and 2000, no marketable sdesnitere sold prior to maturity.
4. Acquisition

On July 31, 2001, the Company acquired Bmy& S.A. ("BioSepra") and certain other assetgedlto BioSepra's chromatography
business from Invitrogen Corporation. Located rigamis, France, BioSepra develops, manufactureseltsdchromatography sorbents for
large scale purification of proteins. Ciphergeridoeds that BioSepra's protein chromatography prisdeombined with Ciphergen's
ProteinChip Systems, will create a novel approagbrotein purification and address a significarttlboeck in the field of proteomics. T



Company paid approximately $12.0 million in casét, of cash acquired, while incurring direct acdiosi costs of approximately $257,000.
The acquisition was accounted for using the purehasthod of accounting. Accordingly, the resultepérations of BioSepra and the
estimated fair value of assets acquired and lisdslassumed were included in the Company's cataelil financial statements as of Augu:
2001 through December 31, 2001.

The total purchase price was allocatedhéoestimated fair value of assets acquired anditieb assumed based on independent
appraisals and management estimates as follovisdirsands):

Tangible net assets acquirt

Accounts receivable, net, and other current assets $ 2,02¢
Inventories, net 2,061
Property and equipment, net 3,85¢
Accounts payable and accrued liabilities (1,427%)
Capital lease obligations (2,249
4,27¢

Acquired ir-process technoloc 1,00
Completed technolog 5,40(
Patent: 40C
Excess of purchase price over net assets acc 1,17¢
Total purchase pric $ 12,257
|

In connection with the purchase of BioSefita Company recorded a $1.0 million charge taiged in-process technology. The amount
was determined by identifying research projectsafbich
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technological feasibility had not been established no alternative future uses existed. The valuleoprojects identified to be in progress
was determined by estimating the future cash flofathe product, then discounting the net cash flbask to their present value at a discount
rate consistent with the inherent risk of the paittir project. The net cash flows from the ideatifin-process projects are expected to
commence at various times from 2002 to 2004 anddecestimates of research and development costieddo bring the project from its
current state of development to a point of comnatfeiasibility. The cash flows are based on expmkfitture revenues, cost of revenues,
selling, general and administrative costs, reseanchdevelopment costs needed to maintain theqtriljeughout its life cycle, and
applicable income taxes for the projects. The diatoates used in the present value calculatioms derived from the weighted-average cost
of capital of BioSepra and adjusted upward to oeféelditional risks inherent in the developmerd tif/cle of the particular project. Such
discount rates ranged between 19% and 25% forajltgs. Development of the technologies remaisshestantial risk to the Company dut
factors including the remaining effort to achiegeftnological feasibility, rapidly changing customaarkets and competitive threats from
other companies. Actual expenses incurred to date hot been materially different from those usethe calculations described above.

The amounts allocated to completed teclyyosémd patents are being amortized over their eséichuseful lives of seven years using the
straight-line method.

The amount of the purchase price in exoé#ise net assets acquired was recorded as goavdlivill be periodically evaluated for
impairment in accordance with FAS 142.

The following pro forma summary is provided illustrative purposes only and is not necefsardicative of the consolidated results of
operations for future periods or that actually vebodve been realized had the Company and Biosegmd consolidated entity during the
periods presented. The summary combines the refudiserations as if Biosepra had been acquiraaf & beginning of the periods
presented. The summary includes the impact of iceatdjustments such as amortization of intangibdeklitionally, the inprocess technolog
charge of $1.0 million discussed above has beeluéxd from the periods presented as it arose fraatquisition of Biosepra.

Twelve Months Ended December 31,

2001 2000

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



Revenue $ 22,157 $ 13,96¢
Net loss attributable to common stockholc $ (24,619 $ (47,59
Basic and diluted net loss per sh $ 099 % (4.09

5. Investment in Joint Venture

In January 1999, the Company entered intindventure agreement with a Japanese compaforrioa limited liability corporation,
Ciphergen Biosystems, K.K., to be incorporated unlde commercial code of Japan. The Company indek3@5,000 in exchange for 30%
ownership of the joint venture. The Company hafuture funding commitments to Ciphergen Biosystekhk,. Commencing after the fiscal
year ending December 31, 2001, the Company hasptiien to purchase, based on a predetermined farpride, an aggregate of 40%
Ciphergen Biosystems, K.K. from its joint ventutper each year within 30 days of the receiphefjbint venture's audited financial
statements. Such buyout option terminates autoaiti80 days after the receipt of the joint ventsigudited financial statements for the year
ending December 31, 2004. The Japanese partnbligaied to provide or arrange for working capftalthe joint venture until the Company
purchases the additional 40% ownership, at whiole the joint venture must repay such financing amange its own working capital
financing. The Company's proportionate share ofdh venture's losses were
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recorded in the statement of operations as nonatipgriosses, until such time as the original inwvest was written down to zero.
Approximately 5% and 11% of the Company's revennu@901 and 2000, respectively, were from saldbeégoint venture.

In connection with the joint venture agrest) the Company entered into a distribution andcketang agreement with the joint venture
whereby the joint venture would distribute the Camgs products in the life science research maiketapan. In exchange for providing
trading, technical support, equipment demonstrataomd seminars, the Company received a non-reflangapment of approximately
$315,000. Such payment is included in deferredmegend is being recognized as other income o%6ryear period, the term of the joint
venture agreement.

6. Long-term Debt (in thousands)

December 31,

2001 2000

Notes payable to a financial institution, bearintpiest between 14.7

and 16.8% collateralized by equipment and inventaiih principal anc

interest payable monthly through August 2( $ 117 $ 29t
Notes payable to a financial institution, bearingpiest at 6%

collateralized by certain equipment, with principald interest payable

monthly through November 20( — 4
117 29¢

Less: current portio (117 (182
$ — $ 117

The notes payable to financial instituti@ns subject to certain covenants, including retsbrs on the payment of dividends and the sale
of assets. At December 31, 2001, the Company weis miolation of any covenants.

7. Commitments and Contingencies
Capital Leases

The Company leases certain machinery angeegnt in the U.S. under capital lease agreemuiiits an independent finance company,
which expire through May 1, 2003. The Company &sases its facility in France, under a capitaldeagh an independent finance company,
which expires on February 3, 2011. The interest oatone capital lease is variable based on thb&uate.
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As of December 31, 2001, future minimunsiepayments under capital lease agreements wéskaags (in thousands):

2002 $ 46€
2003 314
2004 232
2005 24C
2006 and afte 1,411
Total minimum lease paymer 2,66¢
Less: amount representing inter (172
Present value of minimum lease payme 2,49:
Less: current portio (410
Non-current portior $ 2,08¢

.|

Operating Leases

The Company leases various equipment agilititzs in Fremont, California; Malvern, Pennsyhia; Copenhagen, Denmark; and Beij
China. The facility leases expire in July 2008, t8efber 2005, March 2003 and November 2002, resdgetiUnder the terms of the facility
leases in Fremont and Malvern, the Company is resple for common area maintenance. Total rentesgender all leases, net of sublease
income, was $1,791,000, $896,000 and $397,00héy¢ars ended December 31, 2001, 2000 and 13@atévely.

As of December 31, 2001, future minimumrpants under non-cancelable operating leases, éxeloksublease income, were as
follows (in thousands):

2002 $ 2,99(
2003 3,052
2004 3,11«
2005 3,19¢
2006 and afte 8,43¢

$ 20,78¢

|

Contingencies
The Company is currently party to threealggroceedings.

(1) Ciphergen Biosystems, Inc., Ciphergen Technologiesand lllumeSys Pacific, Inc. v. Molecular Aytadal Systems, Inc.,
LumiCyte, Inc. and T. William HutcherOn July 12, 2000, the Company filed a lawsuit i& 8uperior Court of the State of California against
Molecular Analytical Systems, Inc. ("MAS") and LuByite, Inc. ("LumiCyte") requesting a declaratiortted Company's rights, including tt
Ciphergen has the right to sell information andiserproducts, and requesting a preliminary injiorcpreventing MAS from terminating the
sublicense agreements. In October 2000, the Compae additional claims against MAS and LumiCytej added T. William Hutchens as
an individual defendant. Hutchens is the Chief Exige Officer of both MAS and LumiCyte, as wella$ormer officer and director of
Ciphergen. He is presently the beneficial owndes$ than 10% of the Company's outstanding comruak.sCiphergen's action seeks,
among other things, damages and injunctive refiefrest defendants for unfair competition, misappedjpn of trade secrets, and breach of
contract, as well as an injunction precluding ddferis from operating in Ciphergen's licensed marketOctober 2000, MAS and LumiCyte
filed a cross-complaint against Ciphergen,
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Ciphergen Technologies, Inc. and lllumeSys Padific,, the three plaintiffs which filed the underlg lawsuit against MAS and LumiCyte
described above. The cross-complaint alleges clémisreach of contract, intentional interferendéwprospective economic advantage,
unfair competition, misappropriation of trade séswend declaratory relief regarding the rightshaf parties under the two technology transfer
sublicense agreements between MAS and Ciphergencibiss-complaint also seeks to terminate theide agreements, to obtain
injunctive relief, to prevent use of alleged traderets of MAS, and damages. Ciphergen and MAS éatezed into an agreement that
provides that MAS' license termination noticessarspended pending the conclusion of this lawsuikay 2001, the Company amended its
complaint and brought additional claims against MA@miCyte and Hutchen



(2) Molecular Analytical Systems, Inc. v. CiphergensBgtemsThe proceeding was filed December 9, 1999 in thitddrStates
Trademark and Appeal Board. The Company appliedegistration of the term "SELDI" as a trademarkA®lhas opposed registration of the
trademark and is seeking to have the trademarktezgid in its name instead. The Trademark and Ajgesard has suspended the proceeding
until resolution of the lawsuit described above.

(3) OnJuly 27, 2001, the Company servddraand for arbitration on T. William Hutchens unttee July 28, 1998 Stock Exchange
Agreement among the Company, Ciphergen Technologies Hutchens and others. The demand for atlitrasserts that Hutchens, who
was a selling shareholder of Ciphergen Technologiesle representations and warranties to Ciphexigeat the conduct of Ciphergen
Technologies' business and its ownership of afisat@are contrary to certain claims asserted ircthes-complaint filed by MAS and
LumiCyte and, therefore, that he must pay Ciphésgattorneys fees and indemnify Ciphergen for asgés it might incur resulting from
filing of the cross-claims, regardless of their mérhe parties have agreed to stay the arbitratiari the earlier of August 1, 2002, or the
resolution of any of several of plaintiffs' and ssecomplainants' causes of action.

Although the ultimate outcome of these mratts not presently determinable, managementiealithat the resolution of all such pend
matters will not have a material adverse effecthenCompany's consolidated financial position, ltesaf operations or cash flows. However,
should the outcome of these matters be unfavotalitee Company, the impact could be material toGbespany's consolidated financial
position, results of operations or cash flows.

8. Stockholders' Equity
Stock Split

On September 26, 2000 the board of direcod stockholders approved a 0.43-for-1 revewssk split of the common and preferred
stock. All share and per share amounts for allgglsrpresented in the accompanying consolidateddiabstatements have been adjusted
retroactively.

Initial Public Offering

The Company had its initial public offerifigPO") of 5,500,000 shares of common stock ont&aper 28, 2000 at a price of $16 per
share. On October 3, 2000 the underwriters exeatd¢iggir option to purchase an additional 825,00t of common stock. The IPO
generated aggregate gross proceeds of approxinitely.2 million for the Company. The net proceedthe Company were approximately
$92.4 million, after deducting underwriting discésiand commissions of approximately $7.1 milliod axpenses of the offering of
approximately $1.7 million. Concurrent with the IP& of the Company's preferred stock and preéesteck warrants automatically
converted to common stock and common stock warregdgpectively.
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Preferred Stock

In February 1995, the Company enteredanjnt development agreement with Stanford Re$e8@ystems which was amended in
June 2000. It provided for the issuance of a wi&49,113 shares of Series B preferred stock. dgtidecember 31, 1999, a total of 712,613
shares of preferred stock were issued under theeagant. During 2000, two additional milestones vattained and 25,800 shares of
preferred stock valued at $379,000 and 12,900 slareommon stock valued at $142,000 were iss@spectively. In 2001, a total of 51,600
common shares valued at $268,000 were issued hparttainment of four additional milestones. Thaamming 146,200 shares will be isst
as common stock upon the achievement of additimilaktones.

In March 2000, the Company issued 4,468g)ébes of Series E preferred stock ("Series ESpa&95 per share resulting in net cash
proceeds of $26.9 million. The difference betwdendonversion price and the fair market value paresof the common stock on the
transaction date resulted in a beneficial converfature of $26.7 million which has been reflecsdh preferred stock dividend in the
consolidated financial statements. In connectiah Wie Series E financing, the Company issued tigewriter warrants to purchase 63,053
shares of Series E preferred stock for $6.395 lpenes The warrants had a fair value of $8.32 pareshased on a calculation using the Black-
Scholes option-pricing model at the time of iss#afithe aggregate amount allocated to the warrasiscbon the relative value of the
warrants to the Series E preferred stock was $203Jd March 2000, the underwriters exercised B©%3 warrants. The resulting difference
between the exercise price of the warrants andrfaiket value of the common stock underlying theeSeE preferred stock resulted in an
additional beneficial conversion feature of $54,00 the date these warrants were exercised. Bsibéen reflected as a preferred stock
dividend in the consolidated financial statements.

At December 31, 2001 and 2000, 5,000,0@@ezhof preferred stock were authorized, but noeshaere issued or outstanding.

9. Stock Options, Warrants and Employee Stock Rohase Plan



1993 Stock Option Plan

The Company has no shares of common stsekved for sale to employees, directors or caasisitunder its 1993 Stock Option Plan
(the "Plan"). Under the Plan, options were gramtieprices not lower than 85% and 100% of the fairkat value of the common stock for
nonstatutory and statutory stock options, respelstivOptions are exercisable when granted and snebsted shares are subject to repurc
upon termination of employment. Should the employnaé the holders of common stock subject to repase terminate prior to full vesting
of the outstanding shares, the Company may repsecaihunvested shares at a price per share egtrad original exercise price. Options
generally vest monthly over a period of five ye#dsDecember 31, 2001, a total of approximately,208 shares of common stock were
subject to repurchase by the Company at a weightechge repurchase price of $2.18 per share. Utisgdroptions generally expire ten
years from the date of grant (five years for incenstock options granted to holders of more th@¥ bf the Company's common stoc
During 2001, no options were granted under this RGptions for 137,621 shares were cancelled di@gf and the shares reserved under
the Plan were reduced by the same amount.

2000 Stock Plan

In April 2000, the stockholders approved #0900 Stock Plan (the "New Plan"). The Companyettily has 2,550,000 shares of common
stock reserved for sale to employees, directorscandultants under this new stock option plan. Utlde New Plan, options may be granted
at prices not lower than 85% and 100% of the fairket value of the common stock for nonstatutony statutory stock options, respectively.
Options generally vest monthly over a period oéfixears. During
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2000 there was no activity under this New Plan.im2001, options for 1,105,100 shares were graamedoptions for 41,517 shares were
cancelled.

Activity under the two Plans was as follofivsthousands, except per share data):

Options Outstanding

Shares Weighted
Available Number of Aggregate Average
for Grant Shares Price Per Share Price Exercise Price

Balances, December 31, 19 16¢ 43¢ $ 0.12-1.1¢ $ 272 $ 0.62
Shares reserved for the P 51€

Options grante: (50%) 50t 1.1€ 58€ 1.1€
Options canceled/shares repurche 40z (44) 0.2:-1.1¢€ (30) 0.6¢
Options exercise — (339 0.2%-1.1¢ (36€) 1.0¢
Balances, December 31, 19 582 561 0.12-1.1¢€ 462 0.8:
Shares reserved for the Ple 2,06¢

Options grante: (1,629 1,62¢ 3.4¢ 5,66¢ 3.4¢
Options canceled/shares repurche 11¢ (99 0.2:-3.4¢ (220) 2.21
Options exercise — (5949) 0.2:-3.4¢ (1,34%) 2.217
Balances, December 31, 20 1,14( 1,492 0.12-3.4¢ 4,56¢ 3.0¢€
Shares reserved for the P 32t

Reduction in shares reserv (219

Options grante: (2,105 1,10¢ 2.9¢-8.5(C 7,022 6.3
Options canceled/repurchas 18¢ 79 1.1€-8.5C (739 4.1C
Options exercise — (11¢) 0.12-3.4¢ (182) 1.5t
Balances, December 31, 20 33€ 2,30 $ 0.25-$8.5( $ 10,67C $ 4.61

The options outstanding and currently eisatde by weighted average exercise price at Deeeih 2001 were as follows:

Options Outstanding

Options Exercisable

Weighted
Average Remaining
Range of Exercise Number Contractual Life Number
Prices (in thousands) (Years) Price (in thousands) Price




$0.2:-$1.16 144 6.6 $ 0.8 144 $ 0.8¢
$2.9¢-$3.49 1,16¢ 9.2 $ 3.4¢ 1,09¢ $ 3.4¢
$4.8¢-$5.60 241 9.8 $ 527 21 $ 4.9¢
$6.0¢-$6.74 51¢ 94 $ 6.3% 61 $ 6.3¢
$8.50 23C 91 $ 85C 44 $ 8.5

2,30C 1,36¢

I I
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Fair Value Disclosures

The Company applies the measurement piesigf APB 25 in accounting for its stock optioams. Had compensation expense for
options granted been determined based on fair \altiee grant date as prescribed by SFAS No. h23Cbmpany's net loss per share
attributable to common stockholders would havedased to the pro forma amounts indicated belowh@insands, except per share data):

Years Ended December 31,

2001 2000 1999

Net loss attributable to common stockhold:

As reportec $ (25,81) $ (47,53) $ (8,04¢
Pro forma $ (2757) $ (48,92) $ (8,48))
Basic and diluted net loss attributable to comntonldolder per
share;
As reportec $ 097 $ (4.09) $ (1.26)
Pro forma $ (1.09 $ (4.20) $ (1.39)

The value of each option grant is estimatethe date of grant using the Black-Scholes oppiacing model in 2001 and 2000 and the
minimum value method in 1999 with the following wkied assumptions:

Years Ended December 31,

2001 2000 1999
Risk-free interest rat 4.€% 6.2% 5.6%
Expected average lif 5 year: 5 year 5 year
Expected dividend — — —
Volatility 75% 75% n/e

The expected average life is based ongheraption that stock options on average are exer&g/ears after they are granted. The risk-
free interest rate was calculated in accordande thié grant date and expected average life. Duhiegears ended December 31, 2000 and
1999, the exercise prices of all options granteckviess than the market value of the underlyingkstm the respective grant dates. During
year ended December 31, 2001, the exercise pricdbaptions granted were equal to fair markeueabn the dates of grant. The weigh
average fair value of options granted during theryended December 31, 2001, 2000 and 1999 waB, $1.2.32 and $0.26 per share,
respectively.

Stock-Based Compensation

During the period from April 1997 througte&mber 31, 2001, the Company recorded $26.0 mitifstock-based compensation in
accordance with APB 25, SFAS 123 and Emerging s3ask Force 988, related to stock options granted to consultantsemployees. F
options granted to consultants, the Company detemuinihe fair value of the options using the Blackes option pricing model with the
following assumptions: expected lives of five yeaveighted average risk-free rate calculated usitgs between 4.5% and 6.2%; expected
dividend yield of zero percent; volatility of 75%dddeemed values of common stock between $0.7@5h67 per share. Stock
compensation expense is being recognized in acecoedaith FIN 28, an accelerated amortization metledr the vesting periods of the
related options, generally five years.
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The allocation of stock-based compensatigense by functional area was as follows (in thods):

Years Ended December 31,

2001 2000 1999
Cost of revenu $ LAY 26 $ 39
Research and developmt 583 1,45¢ 20€
Sales and marketir 91¢ 1,39 47¢€
General and administrati 2,91: 6,192 623
Total stocl-based compensatic $ 4647 $ 931C $ 1,34«

Warrants

During 2000, outstanding warrants to puseh290,623 shares of preferred stock were exertosddtal proceeds of $1.0 million.
Warrants exercised after the Company's initial jpubffering were exercised for common stock. Nonaats were issued or exercised in 2(
At December 31, 2001, the Company had 9,010 constamk warrants outstanding at a weighted averagecise price of $3.54 per share.

Employee Stock Purchase Plan

In April 2000, the stockholders approved #9000 Employee Stock Purchase Plan, under whigitlel employees may purchase
common stock of the Company through payroll dedusti Purchases are made semi-annually at a price &xthe lower of 85% of the
closing price on the applicable offering commenceinaate or 85% of the closing price at the encheffiurchase period. The Company
currently has 250,999 shares of common stock redefior issuance to employees under this Plan. Thaseno activity under this plan in
2000. During 2001, purchases of 114,001 shares made under this Plan.

10. Income Taxes

The Company accounts for income taxes usiadiability method. Under this method, defertad assets and liabilities are determined
based on the difference between the financial rstaé and tax bases of assets and liabilities ubmgurrent tax laws and rates. Valuation
allowances are established when necessary to reldfiered tax assets to the amounts expectedrigalized.

The provision for income taxes was dueument foreign income taxes, which were $143,00GHe year ended December 31, 2001.

Based on the available objective evidenwmagement believes it is more likely than not thatnet deferred tax assets will not be fully
realizable. Accordingly, the Company has providddllavaluation allowance against its net defertaxiassets at December 31, 2001.
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Deferred tax assets consisted of the faligwjin thousands):
December 31,
2001 2000
Net deferred tax asse
Depreciation and amortization $ 1,13t $ 48k
Other 1,168 751
Research and development and other credits 2,271 1,29:
Net operating losse 17,631 10,78:
Deferred tax assets 22,21 13,31
Less: valuation allowance (22,217) (13,319
$ — $ —

Reconciliation of the statutory federalane tax to the Company's effective t



2001 2000 1999

Tax at federal statutory ra (34)% (34)% (34)%
State, net of federal bene (6) 2 2
Research and development cre 2 (@D} 1
Change in valuation allowan: 35 20 30
Stocl-based compensatic 7 17 5
Foreign rate difference and ott 1 — —
Provision for income taxe 1% 0% 0%

As of December 31, 2001, the Company hadperating loss carryforwards of approximately 34@illion for federal and $23.5 millic
for state tax purposes. If not utilized, theseyfarwards will begin to expire beginning in 2009 federal purposes and 2002 for state
purposes.

The Company had research credit carryfaie/af approximately $1.4 million and $1.2 millicor federal and state income tax purpo
respectively. If not utilized, the federal carryf@rd will expire in various amounts beginning ir020The California credit can be carried
forward indefinitely.

The Internal Revenue Code limits the useebfoperating loss and tax credit carryforwardsainain situations where changes occur in
the stock ownership of a company. In the eventCbmpany has had a change in ownership, utilizatfahe carryforwards could be
restricted.

11. Employee Benefit Plans

The Company maintains the Ciphergen Bi@syst Inc. 401(k) Savings Plan for its U.S. emplgydde Plan allows eligible employees
to defer up to 20%, subject to the Internal Reve®eivice annual contribution limit, of their preteampensation in certain investments at the
discretion of the employee. Under the Plan, the @amy is not required to make Plan contributionse Tompany had not made any
contributions to the Plan as of December 31, 2001.
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12. Related Parties

At December 31, 2001, the Company had tetesireceivable totaling $230,000 from an offiedth an imputed interest rate of 6.0%.
The notes are repayable on or before December083, Additionally, the Company has various noteeneable from stockholders in the
aggregate amount of approximately $1.3 milliontedlao the early exercise of stock options. TheHledcourse notes have five year terms,
bear interest between 5.59% and 6.85% and ardamllaed by the underlying stock and other perkassets. All notes receivable related to
the early exercise of options become due immegiatebn termination of employment. At December 3102, accrued interest on these notes
amounted to $154,000.

During the years ended December 31, 20812800, the Company recorded revenue in the anaf$tt.2 million and $1.1 million,
respectively, on sales to related parties. Theles seere transactions related to the sale of eqenprand consumables to customers who hold
minority investments in the Company. Additionakyach year the Company recorded approximately $81906ther income for services
performed under the Ciphergen Biosystems, K.Krithistion and marketing agreement. The Company glsohased $372,000 and $352,000
of inventory in 2001 and 2000, respectively, frone @f its related parties, and in 2001 and 2000enmaxch-cash payments in the form of
Ciphergen stock to this related party under theagenf a joint development agreement. (See Note 8.)

13. Segment Information

The Company operates in one business sdgiftem Company sells its products and servicestjréo customers in North America and
Europe, and through distributors in Asia.

Revenue for geographic regions reportedvalre based upon the customers' locations. LaegHassets, predominately machinery and
equipment, are reported based on the locationeosisets. Following is a summary of the geograpfacmation related to revenues, long-
lived assets and information related to significaugtomers for the years ended December 31, 2000, 2nd 1999:

2001 2000 1999

(in thousands)



Revenue
North America
Europe

Asia

Total:

Long-lived assets
North America
Europe

Total:

14. Quarterly Consolidated Financial Data (Unaudied)

10,43t $ 554( $ 3,142

6,12¢ 2,32 1,32

2,49( 1,06¢ 54¢

19,04¢ $ 8,93t $ 5,01C
]| L] I
555¢ $ 432« $ 77

4,67C 362 90

10,22¢ $ 4,687 $ 867
]| L] I

The following table presents certain ungaiconsolidated quarterly financial informatiom flee eight quarters ended December 31,
2001. In our opinion, this information has beerppred on the same basis as the audited consolifladedial statements and includes all

adjustments (consisting
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only of normal recurring adjustments) necessarésent fairly the unaudited quarterly results pérations set forth herein.

First Second Third Fourth Fiscal
Quarter Quarter Quarter Quarter Year
(in thousands, except per share data)
Net sales
2001 $ 2,68: $ 3,662 $ 5,40¢ $ 7,29¢ $ 19,04¢
2000 1,49t 2,14¢ 2,33¢ 2,95¢ 8,93t
Gross profit
2001 1,682 2,63¢ 3,45¢ 4,662 12,43¢
2000 922 1,20¢ 1,307 2,01¢ 5,45k
Net loss
)
2001 (5,989 (5,819 (6,916)(2) (7,09¢) (25,814(1)
2000 (2,65¢) (6,552 (6,177 (4,9279) (20,309
Net loss attributable to common stockholc
)
2001 (5,989 (5,819 (6,916)(2) (7,09¢) (25,8141)
)
2000 (29,885(2) (6,552) (6,177 (4,929 (47,5342)
Basic and diluted net loss per share attributable t
common stockholdel
2001 (0.2%) (0.2 (0.26) (0.27) (0.97)
2000 (4.59) (0.9¢) (0.89) (0.19) (4.09)

Q) Includes a $1.0 million charge related to the wotof acquired in-process technology.

(2 Includes a $27.2 million dividend related to thedscial conversion feature of preferred stock.

Quarterly and annual earnings per sharealoeilated independently, based on the weightedage number of shares outstanding during

the periods.

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING AND FINANCIAL DISCLOSURE

None
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PART 1lI
ITEM 10. DIRECTORS AND OFFICERS OF THE REGISTRANT

The information regarding our directors affiicers is incorporated by reference from "Elentbf Directors" in our Proxy Statement for
our 2002 Annual Meeting of Stockholders.

Section 16(a) of the Securities Exchangeohd 934, as amended (the "Exchange Act") requiresCompany's Executive Officers and
Directors and persons who own more than ten pe(@€8t) of a registered class of the Company's gg@iturities to file reports of
ownership and changes in ownership with the Seesritnd Exchange Commission (the "Commission")thadNational Association of
Securities Dealers, Inc. Executive Officers, Dioestand greater than ten percent (10%) stockholttersequired by Commission regulation
to furnish the Company with copies of all Sectid@{a) forms they file. The Company believes thaEakcutive Officers and Directors of the
Company complied with all applicable filing requirents during the fiscal year ended December 311.200

ITEM 11. EXECUTIVE COMPENSATION

The information required by this Item isdnporated by reference from our definitive Proxgt&ment referred to in Item 10 above under
the heading "Executive Compensation and Other vatte

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL O WNERS AND MANAGEMENT

The information required by this Item isdanporated by reference from our definitive Proxgt&ment referred to in Item 10 above under
the heading "Security Ownership of Certain Benefi€wners and Management."

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS

The information required by this Item isdnporated by reference from our definitive Proxgt&ment referred to in Item 10 above under
the heading "Certain Relationships and Relatedsgetions."
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PART IV
ITEM 14. EXHIBITS, CONSOLIDATED FINANCIAL STATEMENT S, SCHEDULES AND REPORTS ON FORM 8-K

(@  The following documents are filed as part of thisri 10-K:

Q) Index to Financial Statements:

Page
Report of Independent Accountal 38
Consolidated Balance She: 39
Consolidated Statements of Operati 40
Consolidated Statements of Stockholders' Equityi¢ide 41
Consolidated Statements of Cash Fl¢ 42
Notes to Consolidated Financial Stateme 43
Quarterly Consolidated Financial Data (Unaudit 59

(2 Financial Statement Schedules:



The following financial statement schedof€€iphergen Biosystems, Inc. for the years endedeinber 31, 2001, 2000 and 1999 is filed
as part of this Annual Report and should be reambimjunction with the Consolidated Financial Statats of Ciphergen Biosystems, Inc.

Schedule [I—Valuation and Qualifying Accasin

All other schedules have been omitted siheeequired information is not present in amowsut$icient to require submission of the
schedule or because the information required isidted in the financial statements or notes thereto.

(b)

Reports on Form 8-K

No reports on Form 8-K were filed during tuarter ended December 31, 2001.

(©) Exhibits:
Number Description of Document
3.2*  Amended and Restated Certificate of IncorporatioRegistran
3.4*  Amended and Restated Bylaws of Regist
3.5%** C_ertificate of Designation of Rights, Preferenced Brivileges of Series A Participating Preferréac® of Ciphergen
Biosystems, Inc
4.1*  Form of Registrant's Common Stock Certific
4. 2% Preferred Shares Rights Agreement dated March@i2, Between Ciphergen Biosystems, Inc. and Corttih&tock
Transfer & Trust Compan
10.1*  Form of Preferred Stock Purchase Agreen
10.2*  Fourth Amended and Restated Investors Rights Ageeedated March 3, 20(
10.3* 1993 Stock Option Pla
10.4*  Form of Stock Option Agreeme
10.5* 2000 Stock Plan and related form of Stock Optiomeggnen
10.6* 2000 Employee Stock Purchase F
10.7*  401(k) Plar
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10.8*  Form of Warran
10.9*  Form of Proprietary Information Agreement betweas Registrant and certain of its employ
10.12* Lease Agreement dated January 28, 2000, betwedRetlistrant and John Arrillaga, Trustee of the Jahtllaga
Survivor's Trust and Richard T. Peery, TrusteéefRichard T. Peery Separate Property Trust, andn@iment No. 1 dat:
August 8, 200(
10.13* Employment Agreement dated August 24, 2000, betwédliam E. Rich and the Registra
10.14* Sublease Agreement between the Registrant and BayRatworks, Inc. dated August 25, 2(
10.1¢  First Amendment dated September 30, 2001 to thé&8sb Agreement between the Registrant and BigBiatorks, Inc.
dated August 25, 20(
10.23*  MAS License Agreement with IlllumeSys Pacific, Ideted April 7, 199°



10.24*  MAS License agreement with Ciphergen Technolodies, (formerly ISP Acquisition Corporation) dategl 7, 1997
10.25*  Joint Venture Agreement between Registrant and ®uamoi Corporatior
10.26*  Distribution and Marketing Agreement between Regigtand Ciphergen Biosystems, K.K. dated Marchl299

10.27*  Joint Development Agreement between Registrantsaadford Research Systems, Inc. dated Februai995 and
amendment therel

10.28**  Asset Purchase Agreement dated June 25, 2001 byedween Invitrogen Corporation and Ciphergen Bitays, Inc
10.2¢ OEM Agreement between Salford Systems and CipheBgasystems, Inc. dated February 27, 2
10.3C  Supply Agreement between Beckman Coulter, Inc.G@iptiergen Biosystems, Inc. dated November 2, :
10.31 Lease Agreement by Natiocredimurs and Cicamur foEBpra S.A. dated the 29th of April 19!
21.1*  Subsidiaries of Registra
23.1  Consent of PricewaterhouseCoopers LLP, Indeperdsduntants
24.1  Power of Attorney (see page ¢

27.1% Financial Data Schedu

* Incorporated by reference from our registrationesteent on Form S-1, registration number 333-328&2lared effective by the
Securities and Exchange Commission on Septembe028),

** Incorporated by reference to our Quarterly ReponrEorm 10-Q filed with the Securities and Excha@genmission for the period
ended June 30, 2001, file number 000-31617

ok Incorporated by reference to our Registration &tate on Form 8-A, filed with the Securities and BExiege Commission on
March 21, 2002
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SIGNATURES

Pursuant to the requirements of SectionrlB5(d) of the Exchange Act, the registrant hdg daused this report to be signed on its
behalf by the undersigned, thereunto duly authdrize

CIPHERGEN BIOSYSTEMS, INC

By: /s WILLIAM E. RICH, PH.D.

William E. Rich, Ph.D.
President and Chief Executive Offic

Dated: March 29, 2002

POWER OF ATTORNEY

KNOW ALL PERSONS BY THESE PRESENTS, thatte@erson whose signature appears below constangtappoints William E.
Rich and Matthew J. Hogan, and each of them, hesand lawful attorneys-in-fact, each with full pevef substitution, for him in any and all
capacities, to sign any amendments to this repoRaym 10-K and to file the same, with exhibitsréte and other documents in connection
therewith, with the Securities and Exchange Comianis$ereby ratifying and confirming all that eagftsaid attorneys-in-fact or their
substitute or substitutes may do or cause to be tgrvirtue hereof.

Pursuant to the requirements of the Exceaak, this report has been signed below by theviehg persons on behalf of the registr



and in the capacities and on the dates indicated.

Signature Title Date

fs/ WILLIAM E. RICH, PH.D. President and Chief Executive Officer, and Director

(Principal Executive Officer)

March 29, 2002
William E. Rich, Ph.D

/sl MATTHEW J. HOGAN

Chief Financial Officer (Principal Financial Offige March 29, 2002
Matthew J. Hogal
/sl DANIEL M. CASERZA
Corporate Controller (Principal Accounting Officer) March 29, 2002
Daniel M. Caserz.
/s/ JOHN A. YOUNG
Director March 29, 2002
John A. Younc
/sl MICHAEL J. CALLAGHAN
Director March 29, 2002
Michael J. Callagha
/sl WILLIAM R. GREEN
Director March 29, 2002
William R. Greer
/sl JAMES L. RATHMANN
Director March 29, 2002
James L. Rathmar
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REPORT OF INDEPENDENT ACCOUNTANTS
ON FINANCIAL STATEMENT SCHEDULE

To the Board of Directors and Stockholders of Cigka Biosystems, Inc.

Our audits of the consolidated financiatements referred to in our report dated Februa?pQ2, appearing in this Form 10-K also
included an audit of the consolidated financiatesteent schedule listed in Item 14(a)2 of this FAB¥K. In our opinion, this consolidated
financial statement schedule presents fairly, limalterial respects, the information set forth ¢irewhen read in conjunction with the related
consolidated financial statements.

PRICEWATERHOUSECOOPERS LLP

San Jose, California
February 1, 2002

S-1

SCHEDULE Il
CIPHERGEN BIOSYSTEMS, INC.
VALUATION AND QUALIFYING ACCOUNTS

Years ended December 31, 2001, 2000 and 1¢



Allowance for doubtful accounts:
31 Dec 2001

31 Dec 2000
31 Dec 1999

Inventory reserve:
31 Dec 2001

31 Dec 2000
31 Dec 1999

Deferred tax valuation allowance:

31 Dec 2001
31 Dec 2000
31 Dec 1999

Warranty reserve:
31 Dec 2001

31 Dec 2000
31 Dec 1999

Q) Represents a reclassification between propertyegngpment, and inventory reserve.

(in thousands)

Balance at

Additions

Balance

Beginning of Charged to Other at End
Year Earnings Deductions Charges of Year
16C $ 18C 51 35 $ 324
10C 60 — — 16C
40 60 — — 10C
107 24¢ 22 532 86¢&
69 38 — — 107
20€ 5 — (142)(1) 69
13,31 8,90( — — 22,21:
9,30¢ 4,00¢ — — 13,31:
6,701 2,60t — — 9,30€
74 — 64 — 10
61 111 98 — 74
43 10¢ 91 — 61

S-2
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EXHIBIT 10.15

FIRST AMENDMENT TO SUBLEASE AGREEMENT

THIS FIRST AMENDMENT TO SUBLEASE AGREEMEN(this "Amendment") is made as of the 8@lay of September, 2001, by
and between Ciphergen Biosystems, Inc., a Delas@ygoration ("Sublessor") and BigBand Networks, lacDelaware corporation
("Sublessee"), with reference to the following faahd objectives:

RECITALS

A. Sublessor, as tenant, and John Agdl| Trustee or his Successor Trustee, UTA dagi777 (John Arrillaga Survivor's Trust) as
amended, and Richard T. Peery, Trustee or his Ssocdrustee, UTA dated 7/20/77 (Richard T. Peepagate Property Trust) as amended,
as landlord ("Master Lessor"), entered into thataie lease, dated as of January 28, 2000, pentatoi certain premises located at 6607
Dumbarton Circle, Suite 200, Fremont, Californize(tMaster Premises").

B. Sublessor subleased a portion oMhster Premises to Sublessee (the "Premises")r anflablease Agreement dated as of
August 25, 2000, as amended by a memo dated JaRu20@1 (as amended, the "Sublease").

C. Sublessee desires to (i) reduceitteeds the Premises; (ii) reduce the rent payahlden the Sublease; (iii) post a reduced security
deposit with Sublessor; (iv) obtain one (1) optiorextend the term of the Sublease by up to artiaddl one (1) year period for the agreed to
approximately 8,000 square foot portion of the iodg premise; and (v) in consideration for the fiimg, pay an amendment fee to Suble:
all as more particularly set forth herein.

AGREEMENT

NOW, THEREFORE, in consideration of good aaluable consideration, including the paymersublessor as set forth in Paragraph 5
hereof the sufficiency of which is hereby acknowged, the parties hereto agree as follows:

1. Effective Date. As used herein, the term "Effective Date" shadlan the later of (i) October 1, 2001 and (i) dla¢e Master Lessor
consents to this Amendment as set forth in Paragtaphereof.

2. Premises. As of the Effective Date, the Premises shalldukiced to the approximately 8,000 square fodigroof the original
Premises shown dixhibit Aattached hereto. On or before the Effective Datb)e&ssee shall surrender that portion of the csigitemises
which will not be part of the reduced Premisesescdbed orExhibit A, in broom clean condition, with all of its furnity fixtures and
equipment removed and otherwise in accordancetivittierms of the Sublease. As of the Effective D portion of Paragraph 2 of the
Sublease which reads: 30,488 sq. ft. sectionlafger 60,720+/- sq. ft. single story office/R&Dilding" shall be deleted and replaced with
the following:

8,000 sq. ft. section of a larger 60,720+/- sgsiftigle-story office/R&D building all as more pattlarly described oixhibit A
attached hereto and incorporated herein. Subla$sdlealso have the non-exclusive right to userd¢leeption area, kitchen and
bathroom facilities located closest to the Premi$bs parties hereto acknowledge and agree thtig(ilPremises are not separa



demised from the remainder of the building in whilce Premises are located, and (ii) Sublesseesnad no right to use, and shall
prevent its agents, employees, contractors, invibedicensees from using, any portions of theddug in which the Premises are
located other than the Premises and the aforenmaatibathrooms, reception area and kitchen fasilggexpressly
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set forth herein. The entry by Sublessee or itsi@gemployees, contractors, invitees or licensgesany other areas shall constitute a
default hereunder. All measurements of area coadhiim this Sublease are conclusively agreed tobea and binding upon the
parties, and any subsequent determination thairéeeis more or less than shown in this Subleaaérsdt result in a change in any of
the computations of rent or other matters describéklis Sublease where area is a factor."

As of the Effective DatekExhibit Aattached hereto shall becofehibit Ato the Sublease.

3. Base Rent. As of the Effective Date, the second senteri¢gacagraph 4.1 of the Sublease shall be deletgdegrlaced with the
following:

"Commencing on October 1, 2001 through March 3022@Gublessee shall pay to Sublessor as Base &ehefPremises equal
monthly payments of Thirty-five Thousand Dollar8%300)."

4. Operating Expenses. As of the Effective Date, Paragraph 13 of thbl8ase shall be deleted and replaced with theviiailg:

"Sublessee shall continue to use the Premisegindine manner as Sublessee used the Premise® @ictober 1, 2001, including,
without limitation, using the same level and inignsf utilities. Sublessee shall not be resporesibr the payment of real property
taxes, building insurance, common area maintenansinilar operating expenses which accrue onter &ctober 1, 2001; provided,
however, that if Sublessor reasonably determinasShblessee uses utilities in excess of the anafurtilities used by Sublessee pi
to October 1, 2001, then, in addition to Sublessmther rights and remedies, Sublessee shall pau@h extra use an amount
reasonably determined by Sublessor to cover theof@sich extra use."

5. Buy-Out Payment. Sublessee acknowledges that, in entering msoAmendment, Sublessor will significantly reddlse amount
of the payments it will receive from Sublessee uride Sublease. In consideration for Sublessorseagent to enter into this Amendment
forego such additional payments, Sublessee has@agtpepay to Sublessor prior to the Effective Dafee in the amount of Three Hundred
Thirty-Two Thousand Three Hundred Nineteen and @Dollars ($332,319.20)(the "Buy-Out Payment")earties acknowledge that
Sublessee, upon execution of the Sublease, degosite Sublessor a security deposit in the amofittie Buy-Out Payment (the "Original
Security Deposit"”). In lieu of Sublessee makingtilessor a cash payment of the Buy-Out PaymebteSaor shall retain the full amount of
the Original Security Deposit. Such amount shalillly earned as of the Effective Date, Subles$adlthave no obligation to return any
portion of the Original Security Deposit, and tmeaant deposited as the Original Security Depositlsto longer serve as a security deposit
under the Sublease.

6. New Security Deposit; Liquidated DamagesUpon execution of this Amendment, Sublesse# daposit with Sublessor a new
security deposit under the Sublease in the amduhivo Hundred Thousand Dollars ($200,000). As &f Effective Date, (a) the reference in
Section 5 of the Sublease to "$332,319.20" shatlfzaged to "$200,000" and (b) the following shalladded as Paragraph 5.1 to the
Sublease:

5.1 Liquidated Damages. IF SUBLESSEE FAILS TO PERFORM ITS OBLIGATIONSEREUNDER, THEN
SUBLESSOR WILL SUSTAIN SUBSTANTIAL DAMAGES RESULTISB FROM SUCH FAILURE. SUBLESSEE AND
SUBLESSOR AGREE THAT IT WOULD BE IMPRACTICABLE ORXTREMELY DIFFICULT TO FIX THE ACTUAL
DAMAGES SUSTAINED BY THE EVENT OF A DEFAULT HEREUNER BY SUBLESSEE. THEREFORE, SUBLESSEE AND
SUBLESSOR AGREE THAT IF SUBLESSEE COMMITS SUCH A BEULT, THE SECURITY DEPOSIT REPRESENTS A
REASONABLE ESTIMATE OF THE AMOUNT OF DAMAGES FOR STH DEFAULT, AND SUBLESSOR SHALL BE
ENTITLED TO RECOVER SUCH AMOUNT AS LIQUIDATED DAMAES FOR
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SUCH DEFAULT. BOTH PARTIES ACKNOWLEDGE AND AGREE TAT SAID AMOUNT IS PRESENTLY A REASONABLE
SUM CONSIDERING ALL OF THE CIRCUMSTANCES EXISTINGIOTHE DATE OF THIS SUBLEASE, INCLUDING THE
RELATIONSHIP OF THE AMOUNT TO THE RANGE OF HARM TGUBLESSOR THAT REASONABLY COULD BE
ANTICIPATED TO INCUR, AND THAT PROOF OF ACTUAL DAMASES WOULD BE COSTLY AND EXTREMELY
DIFFICULT OR IMPRACTICABLE.



7. Use. As of the Effective Date, the following senterghall added to the end of Paragraph 6.1 of théeSse:

"Each party hereto agrees to have its represeatateet with the representative of the other pamtg eonthly basis to discuss
in good faith any issues related to the use orpaecy of the Premises and of any common areasias=therewith."

8. Option to Extend. As of the Effective Date, the following sha#t dded as Paragraph 14 of the Sublease:

14. Extension Right. If Sublessee has not been in default of any @rprovision of this Sublease and has not asdigjmie
Sublease or sub-sublet any space covered theredgyreed to do so in the future, Sublessee shadl bag (1) option (the "Extension
Option") to extend the term of the Sublease widpeet to the entirety of the Premises for an amluhti period of up to one (1) year
commencing when the then-existing term of the Sagdeexpires (the "Extension Period"), solely inadance with the terms of this
section, and subject to the following conditions:

(i) The Extension Option shall be exsed, if at all, by written notice of exercise deligd to Sublessor by Sublessee not more
than one hundred twenty (120) nor less than ni(@Qy days prior to the expiration of the initiallfease term.

(i) Sublessee shall accept the Premisesnd'AS-IS" basis.

(i) Base Rent during the Extension Pérétall be as set forth in Paragraph 4.1 of thidleise, as amended by the First
Amendment to Sublease.

(iv) During the Extension Period, eitharfy may terminate this Sublease by deliveringtemitnotice to the other party setting
forth the date of such early termination, whichriration date shall not be less than ninety (9¢sddter the date of such notice.

(v) All other terms and conditions of tiiablease shall remain in effect during the Extam$lieriod.

(vi) Anything herein to the contrary notiastanding, if Sublessee is in default under anghefterms, covenants or conditions of
this Sublease, either at the time Sublessee egertie Extension Option or at any time thereatfter po or upon the commencement
date of the Extension Period, Sublessor shall Hawaddition to all of Sublessor's other rights aachedies provided in this Sublease,
the right to terminate the Extension Option upotiagoto Sublessee.

9. Relocation Right. As of the Effective Date, the following sha#t bdded as Paragraph 15 to the Sublease:

15. Relocation Right. Anything in this Sublease to the contrary ntttatanding, Sublessor shall have the right, atteng
and from time to time during the Sublease ternmietocate the Premises in whole or part to othecsjrathe building; provided,
however, if Sublessor so relocates Sublessee Shblessor shall pay for the reasonable costs ofrgddublessee from the Premises
to the new Premises; and provided further thabievent shall Sublessor relocate Sublessee's "D&tnation Center." Following such
relocation, the Premises, as used in this Sublehs#i,mean the new Premises to which Sublesseisated andxhibit Ashall be
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revised to reflect the new Premises. If, upon 9@deritten notice, Sublessor relocates Sublessaentaw location, then the terms and
conditions of this Sublease shall remain in futcfoand effect, except that if the new Premiseastich Sublessee is relocated is not
the same size as the Premises immediately prigudb relocation, then the Base Rent payable byeSséé shall be adjusted
accordingly based on the relative size of the nesmses.

10. Master Lessor's Consent. This Amendment and Sublessor's obligationsureter are conditioned upon Sublessor's receifteof t
written consent of Master Lessor in a form reas@nabceptable to Sublessor. If Sublessor doesauative such consent within thirty (30)
days after execution of this Amendment by Subledben Sublessor may terminate this Amendment bipgiSublessee written notice
thereof.

11. Miscellaneous. This Amendment, together with the Subleasestiioes the entire agreement between Sublessobalbléssee
regarding the Sublease and the subject matterioedtherein and supersedes any and all prior agdfttiemporaneous oral or written
negotiations, agreements or understandings. Thisn@iment shall be binding upon and inure to the fitasfeSublessor and Sublessee and
their respective heirs, legal representatives,essmrs and assigns. No subsequent change or additiois Amendment shall be binding
unless in writing and duly executed by both Suldessd Sublessee. Except as specifically amendethyeall of the terms and conditions of
the Sublease are and shall remain in full forceedfett and are hereby ratified and confirmed.

IN WITNESS WHEREOF, the parties have exeduhis Amendment, by their duly authorized sigriafy as of the day and year first
above written.



SUBLESSOR SUBLESSEE

CIPHERGEN BIOSYSTEMS, INC., BIGBAND NETWORKS, INC.,
a Delaware corporatic a Delaware corporatic
By: /sl [illegible] By: /sl [illegible]
Title: CFO Title:  Chief Operating Officer
4
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Exhibit 10.28
February 27, 2001

Dick Rubin

Ciphergen Biosystems, Inc.
6611 Dumbarton Circle
Fremont, California 94555

Re: OEM Agreement
Dear Dick,

This letter will outline the proposed OEM arrangeiigetween Ciphergen and Salford Systems. Basediiomeeting this morning, we
propose that the arrangement take on the attrilsin@ar to a reseller relationship wherein Ciplergs positioned to both profit as a value
added reseller for Salford Systems' product, CARa® MARS™). And Ciphergen also has the option &kt off any positive
Industry/media history. Salford Systems has atthinghe past 15 years to help reinforce the pegigf the proposed software offering.

The discount availed to Ciphergen will work onidiglg scale, increasing as the sales volume inegedhe following table designates the
discount scale based on number of units purchaseggale:

Number of Units Discount from List
15 [*]
30 [*]
45 [*]

60 and abowv: [*

The standard unit shall be a 64 mb CART Pro 4.0us€5 site license with a list price of [*] (or dkupdates to future versions). Should the
required units differ from the suggested standiuel discount will be applied based on revenue actaton, which will mirror the suggested
standard units. Ciphergen will resell at manufaatarsuggested list. Salford will notify Ciphergerprice changes 30 days prior to effect.
software is a license for one year, and is sultigeff] annual renewable license fee. The discowstsed to Ciphergen for the renewal fees will
be determined by the unit summation, but renewdlswat add to the unit summatio



Ciphergen will purchase an initial inventory of faropies of CART, which will approximate $[*]. Weiggest the purchase of four CART Pro
4.0. 64 mb, 15 user site licenses at $[*] each, for a total [5f. §'his amount will be subject to the initial disunt of [*] net amount being $[’
and shall apply to the inventory count toward geediscounts. Terms on all purchases shall beheags. It is acknowledged that this initial
purchase is constructed to help contribute towaltb&l's cost of development of the API.

The API has been developed to date by Salfordbgifiurther refined to the specific requirementsGgghergen by joint development efforts
between the two companies. Salford will provideesalnd all technical support for the initial 15esalCiphergen will progressively take on
most routine tech support (installation and elemgnguestions commonly answered by Salford's FAQalford will always provide
advanced technical support for issues not addrdssedblished FAQs. Salford reserves the rightdt @peating technical questions to its
published FAQs.

After placement of the first OEM order, Salford Mgtovide initial training for up to 5 Ciphergenrgennel at Salford's offices at no charge.
This training will consist of 3 days of coursewardrmally

offered in Salford's intro to CART and Advanced CR&burses. Ciphergen will be awarded a flat fe§[t}ffor any Salford course sold to its
customer(s) at full list.

The above terms and conditions are proposed inipation of perfecting a joint agreement betweengharties. We look forward to your
response.

Best Regards,

Gary Anderson
Account Executive

23 March

Gary Anderson

Salford Systems

8880 Rio San Diego, Suite 1045
San Diego, CA 92108

Dear Gary:
Thank you for your OEM proposal of 27 February 286hcerning Salford Systems' CART® (and MARS™) pang.
Ciphergen Biosystems, Inc. (CBI) is prepared teeptgour proposal with the following clarifying tes:

1.  Ciphergen will initially purchase four CARTdP4.0, 64 mb 1-5 user site license packages pergumtation of 22 March 2001. These
packages will include the API and instruction mdraleanges to rename the product, "Biomarker Clasdibn Analysis Tool™" or B-
CAT for short. You can carry through the 4.0 vensitesignation as you see fit. Contact informatioedded in the program and
manual should referenc

Ciphergen Biosystems, Inc.
6611 Dumbarton Circle
Fremont, CA 9455!

Tel: (510) 50:-2100

Fax: (510) 502101

Email:  support@ciphergen.co

2. The package will also contain a modification toggan on-screen 60-day warning of the impendingnéeeexpiration date. The message
dialog will instruct users to contact CBI to purshahe license extension. CBI will carry no fisedponsibility for un-renewed licenses.
For any clients whose license expires and, at dateedate, wishes to purchase a renewal theréowilio penalty fees added to the
renewal price

3. Atthis time, CBI is undertaking no commitment ¢int development of the API. However, in good faitle wish to express our interest
in working with Salford Systems to improve the apgtion of the package for CBI's customers as pgekare placed and customer
feedback is registere



If these terms are agreeable, please sign belowednich a copy of this agreement.

We look forward to a mutually beneficial relatiosbetween our companies.

Sincerely yours,

Richard B. Rubin
Director of Marketing
Ciphergen Biosystems, Inc.

Agreed to by

Signature Date
Printed Nam:
Position
Company
¥ = CERTAIN INFORMATION ON THIS PAGE HAS BEEN OMITTED ND FILED SEPARATELY WITH THE COMMISSION.
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Exhibit 10.30

SUPPLY AGREEMENT BETWEEN
BECKMAN COULTER, INC.
AND

CIPHERGEN BIOSYSTEMS, INC.

AGREEMENT effective this 2nd day of Novemh2001 by and between CIPHERGEN BIOSYSTEMS, INfXprporation organized
under the laws of the State of Delaware, havingritscipal place of business at 6611 Dumbartonl|€iferemont, California 94555 ("Buyer",
as that term is more fully defined in Paragraph) &8l BECKMAN COULTER, INC., a corporation orgarizender the laws of Delaware,
having a place of business at 4300 North Harbol®@ud, Fullerton, California 92833100 ("Beckman”, as that term is more fully defirng
Paragraph 1.2).

RECITALS

I Beckman manufactures a proprietary automated libaidling platform and sells such platform underBeckman trademark
"BIOMEK 2000" (the "Instrument" as that term is radully defined in Paragraph 1.t



Il. Buyer desires to purchase commercial quantitighefnstrument for the sole purpose of reconfigmand reselling the Instrument as
a component of a Buyer designed and manufacturstdmsy(the "Buyer System").

NOW THEREFORE in consideration of the mlitwadertakings contained herein and other goodvathehble consideration, the receipt
and sufficiency of which are hereby acknowledgkd,fdarties, intending to be legally bound, hereirga as follows:

1.0 DEFINITIONS
For purposes of this Agreement the following teshall have the following meaning:

1.1 " Affiliate " means each and every corporation or other busieetity controlled by, controlling or under comnwomtrol with, a part
hereto. For the purposes of this definition, thedwand root "control” shall, in the context of aporation, mean direct or indirect
beneficial ownership of at least fifty percent (508bthe shares entitled to vote for members oBhard of Directors of such
corporation, and, in the context of any other besientity, shall mean the right to exercise simmilanagement and control of such

entity.
1.2 " Beckman" means Beckman Coulter, Inc., its Affiliates, arsdand their successors and permitted assigns.
1.3 " Buyer " means Ciphergen Biosystems, Inc., its Affiliatasd its and their successors and permitted assigns
1.4 " Effective Date" means the last date in time adjacent the sigaatfithe authorized representatives of the paotiethe last page of

this Agreement.

1.5 "Instrument " means the BIOMEK 2000 system and accessoriesatkfin attached Exhibit A.
1.6 " Year" means the twelve (12) month periods beginnind wie Effective Date and each anniversary of tiiedif/e Date.
1

2.0 MANUFACTURE AND SALE OF INSTRUMENTS

2.1  Manufacture and Sale—Beckman agrees to and shall manufacture, seltefider to Buyer and Buyer agrees to and shalllpase
and take from Beckman such quantities of the Imsémnis as Buyer may order in accordance with Paphgra.5.

2.2 Shipment Terms—The Instruments are sold FOB the Beckman fadititifullerton, California. Title to and the risk lofss for the
Instruments shall pass to Buyer upon delivery bgkégan to a Buyer specified carrier at the Beckmelivelry dock at such location.

2.3  Specifications—Each of the Instruments shall confirm to the sfeations attached to this Agreement as Exhibit B.

2.4 Purchase Price—The purchase price to Buyer for Instruments ordereder Paragraph 2.5 during the first Year of #gseement
shall be the Beckman list price in Exhibit B lelse aipplicable discount in Exhibit A. After the fiféear of this Agreement, Beckman
reserves the right to change its list price attimg on sixty (60) days prior written notice to BuryAccordingly, after the first Year t
purchase price for Instruments ordered under Papag?.5 shall be the Beckman list price then iraffess the applicable discount in
Exhibit A.

2.5 Forecasts—Buyer shall, promptly after the Effective Date yicle Beckman with a written initial forecast of theantity of
Instruments, which Buyer anticipates it will pursedrom Beckman during each of the next twelve (@@hths. Buyer shall, within
ten (10) days of the end of each month during ¢hm tof this Agreement, send Beckman a revised svgl2) month forecast. The
initial and each revised forecast shall not be inigpen either party and shall be used for planpagoses only.

2.5.1 Beckman shall build Instruments for Buyer only @sponse to a Buyer Purchase Orders and not to e Borgcast.

2.5.2 Beckman estimates delivery of Instruments againgeB purchase orders within 4 weeks of acceptaheaah such order.

2.6 Payment Terms—Buyer shall pay each Beckman invoice for Instrutsevithin thirty (30) days of the later of (a) rgueof the
invoice or (b) receipt of the Instruments referehoa such invoice. There are no discounts for ptgmagment of invoices and none
shall be taken.

2.7  Beckman Warranty —Beckman warrants that all Instruments are, upoaipg by Buyer, and will be for a period of twel{#)



months thereafter, free from defects in materiat\workmanship, and shall conform to each andfat® specifications therefor in
attached Exhibit A. Beckman shall, with its emplegend contractors, at its option, repair or repkaty Instruments failing to comg
with the foregoing warranty without cost or expettsgrefor to Buyer or its customer.

EXCEPT FOR WARRANTY OF TITLE, THERE ARE NO OTHER WRRANTIES UNDER THIS AGREEMENT, EITHER
EXPRESS OR IMPLIED, OR OF MERCHANTABILITY OR FITNESFOR A PARTICULAR PURPOSE AND NONE SHALL BE
CREATED WHETHER UNDER THE UNIFORM COMMERCIAL CODEJSEAGE OR CUSTOM IN THE INDUSTRY OR THE
COURSE OF DEALINGS BETWEEN THE PARTIES. BECKMAN'®SE LIABILITY UNDER THIS AGREEMENT AND THE
SOLE AND EXCLUSIVE REMEDY OF BUYER AND ANYONE CLAIMNG THROUGH BUYER SHALL BE FOR BECKMAN
TO REPAIR ANY INSTRUMENT NOT COMPLYING WITH THE FORGOING WARRANTY DURING THE PERIOD OF SUC
WARRANTY. BECKMAN SHALL NOT BE LIABLE, WHETHER UNDER CONTRACT, TORT, BREACH OF WARRANTY OR
ANY OTHER CAUSE OF ACTION, FOR ANY DIRECT, INDIRECTSPECIAL OR CONSEQUENTIAL DAMAGES, OF ANY
KIND OR NATURE.

2.8

2.9

2.10

2.11

2.12

2.13

2.14

2.15

Buyer Representation —Buyer represents and warrants that they shaltesall the Instrument as a stand-alone producshatl only
resell the Instrument and the Buyer customizat@ackpge as part of the Buyer System. Buyer warthatshey shall promptly send
Beckman written notice of any requests from Buyen'stomers for repair or service of an Instrumeneived by Buyer during the
twelve (12) months preceding receipt by Buyer afslnstrument. Buyer represents and agrees thyastiedl not make any claims for
the Instrument or representations about the Ingntror its performance, which have not receivedotia written approval of
Beckman.

Return Material Authorization —Buyer shall not return any Instruments to Beckmiéthout a written return material authorization.
Beckman may refuse to receive and may return teeBwat Buyer's sole cost for all freight and insigeacosts, Instruments returned to
Beckman without such a written return material atitation.

Purchase and Sale Forms —Any terms and conditions on either a Buyer Purel@sler or a Beckman Order Acknowledgement or
any other document relating to the purchase, sai@sfer of Instruments between the parties whiehin conflict with any of the
terms of this Agreement shall be null and void aitthout legal effect.

Technical Literature —Buyer shall not publish or use any brochures, dnrtecal literature which includes, depicts, repres®r refer:
to the Instrument or Beckman or uses any Becknaatemarks or trade names without the prior writigomraval of Beckman.

Trademarks —Buyer acknowledges and agrees that the trademBHEVIEK", "BIOMEK 2000" and "BECKMAN" and the trade
name "Beckman Coulter" are the sole and exclusiepgrty of Beckman. Buyer agrees that it has neived any license or rights to
use such trademarks or trade names except in adigarwith Instruments purchased under this Agregrfrem Beckman and that it
will not adopt or use any trademark which incorpesain whole or in part, any of such Beckman tragieks or trade name or any
trademark or trade name confusingly similar therBtoyer expressly agrees that is shall not makeptaor use a compound trademark
that incorporates one or more of its trademarksaate names with a Beckman trademark. The undegaldontained in this Paragr:
3.12 shall survive the term or any terminationhi$ tAgreement as if they were part of a separateesgent with an unlimited term.

Customer Assistance —Beckman shall be the first interface in respondm@quiries from Buyer's customers specificafijated to

the performance of the Instruments and not to gr®pmance of the Buyer System. Buyer shall refiesuech Instrument specific
inquiries directly to Beckman. Buyer shall be thetfinterface responding to inquiries from its iwusers regarding any Buyer System
containing an Instrument, which is not immediaielntifiable as isolated to the Instrument. If Bugetermines that the customer
problem is isolated to the Instrument, Buyer wéllzipon Beckman. Beckman shall use reasonable evoiah efforts to respond to
the customer and resolve the problem.

Program Manager —Each party shall appoint a Program Manager wheegtxfor notices under Article 5.0, shall be thaerse of all
communications from, and the addressee of all conirations to, such party relative to the purchasdastruments. The Program
Managers shall meet from time to time, not less t@mi-annually, to discuss each party's performancl resolve any differences.

Hold Harmless —Beckman agrees to and shall defend, indemnifyted Buyer, its employees, agents and officers hessn
including professional fees necessary to consattiise and defend from and against any suit orqeiog alleging injury to persons,
including death, or property and any liability, dzges or penalties awarded or agreed to thereireloirBan and resulting from or
arising out of Beckman's negligence in the dedigwelopment, specification, manufacture, storageamsport of Instruments prior to
their receipt by Buyer. Buyer agrees to

and shall defend, indemnify and hold Beckman, itpleyees, agents and officers harmless, includinfepsional fees necessary



2.16

3.1

consider, advise and defend, from and against aihpisproceeding alleging injury to persons, irtthg death, or property and any
liablity, damages or penalties awarded or agreedarmein by Buyer and resulting from or arising oftiBuyer's negligence in the
design, development, specificaton, manufactureagtoor transport of the Buyer System.

Insurance —Each party shall, at all times during the ternihid Agreement, self-insure for, or purchase anthtai, comprehensive
general liability insurance including product ligtyi contractual liability and broad form propemtgamage with combined single limits
for bodily injury and/or death and property damagat least $1,000,000 for any one occurrence.

Such insurance shall also require thirty (30) daysr written notice of cancellation or materialarige in coverage. The insurance to
apply to any claim governed by Paragraph 2.15 atldnespect to a party's indemnification obligaidhereunder, shall provide that
such insurance is primary without right of conttiba from any other insurance which might otherwbgeavailable to the insured
party and provide that in the event of loss paynueisker a policy the insurer shall waive any rigftsubrogation against the insured
party and shall waive any set-off or counterclainaiy other deduction whether by attachment orretise as repects the activities
under this Agreement.

3.0 CONFIDENTIALITY

Confidentiality —Each party shall maintain in confidence any infation received from the other party in writing dgrithe term of
this Agreement, and shall neither publish, disseteimor disclose such information to any third yadr use such information except
for the furtherance of the purposes of this Agresmgthout the prior express written permissiorso€h other party. Subject to the
next sentence, the foregoing obligations of comfiiddity and non-use shall continue for three (8axs after the expiration of this
Agreement. The obligation of the first sentencdlstw apply to any information, which is:

€)) now or hereafter comes into the public domain, or

(b)  which is already in the possession of the receipiady other than as a result of having receivéeih the disclosing party ar
as shown by written records, or

(©) is brought to the receiving party by a third paxtyo does not require that it be maintained confidéror (d) is independently
developed by the receiving party without use cdcress to the information of the disclosing pddyon termination of this
Agreement, each party shall, at the other parggsiest, destroy or return to such other partyagles of such information;
provided that, counsel for each receiving party medgtin one (1) copy of such information solely tioe purpose of monitoring
such party's obligation of confidentiality undeistihgreement.
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3.2

3.3

4.1

4.2

Obligations of Receiving Party —Each party agrees that it shall, at its sole dake all measures (including but not limited taito
proceedings) to restrain its officers, employe@&gotbrs and agents from unauthorized use or disedof the disclosing party's
information.

Injunction —Each party, acknowledges and agrees that moneggiswould not be a sufficient remedy for its bheaicthis Article
3.0 and that the disclosing party shall be entitbedquitable relief including injunction and sgd&cperformance as a remedy for any
such breach. Such remedies shall not be deemexkthesive remedy for the receiving party's breaghshall be in addition to all
other remedies available to the disclosing partyicke 11.0 (Law Governing and Construction) simalt be a limitation on the
remedies available to the disclosing party foreabh by the receiving party of this Article 3.0.

4.0 TERM AND TERMINATION

Term —The term of this Agreement shall begin on the &iffe@ Date and, unless earlier terminated in acoed with Paragraph 4.2
shall expire on the fifth (5th) anniversary of taective Date.

Termination —If either party is in default as to any mater&inh or condition of this Agreement and within thi(80) days of written
notice from the non-defaulting party, the defagtparty has not effected a complete cure, themémedefaulting party shall have, in
addition to all other remedies available at lavinoequity, the right to terminate this Agreemenitéentirety, upon delivery or ten (1
days prior written notice of termination to the ai@fing party, provided that:

€)) Such termination shall only relieve the partieslbligations which would have arisen under this Agnent after the effective
date of termination and shall in no way relieve pleties from any obligations existing on the dazteuch termination; and

(b)  the failure of the nomlefaulting party to terminate this Agreement foy aause shall not constitute a waiver of such riglthe
future as to any subsequent default for the sansevolar cause nor shall such waiver be impliedh®/mailing or acceptant



of any payment.

5.0NOTICES

All notices provided for in this Agreement shallibenriting and shall be considered delivered wtiegy are personally delivered or sent by
facsimile or telex with confirmation of receiptgood order requested and received or depositdtilhited States mail, certified first class
air mail postage prepaid, addressed to the respeauérties as follows:

If to Beckman: BECKMAN COULTER, INC.
4300 North Harbor Boulevard
Fullerton, California 92834-3100
Attention: General Manag:

with a copy to: BECKMAN COULTER, INC.
4300 North Harbor Boulevard
Fullerton, California 92834-3100
Attention: General Couns

If to Buyer: CIPHERGEN BIOSYSTEMS, INC.
6611 Dumbarton Circle
Fremont, California 94555
Attention: John Storell

6.0 ASSIGNMENT

Neither party shall assign this Agreemerdriother without the prior written consent of thieer party; provided, however, that either
party may assign this Agreement to a successawiresship of all or substantially all of its busisesssets to which this Agreement pertains
whether by sale of assets, merger, consolidatiattmrwise. Any other purported assignment shalldid. This Agreement shall be a bind
obligation of the heirs, successors and permitgsibas of all the right, title and interest of epelnty hereto.

7.0 PUBLIC STATEMENTS

Neither party shall make any public ann@ment or authorize or author any statement to tbgsgregarding this Agreement or any o
terms or conditions or the relationships betweenpidrties created by this Agreement without therpiritten permission of the other party.
The terms and conditions of this Agreement shathbétained as confidential in accordance with detié4.0 hereof.

8.0 SEVERABILITY

8.1 Invalid or Unenforceable Provision —In the event a court of competent jurisdictiondsoany provision of this Agreement to be
invalid or unenforceable, such holding shall hageeffect on the remaining provisions of this Agres and they shall continue in
full force and effect.

8.2  Conflict with Applicable Statute —If any of the provisions of this Agreement areanflict with any applicable statute or rule of law
then such provisions shall be deemed inoperatitiee@xtent that they conflict therewith and sbhalldeemed to be modified so as to
conform with such statute or rule of law.

8.3  Effect and Remedies —In the event that the provisions of this Agreensetmaterially altered as a result of Paragraphs8d 8.2 th
parties will renegotiate the affected terms anddd@ns to resolve any inequities.

9.0 HEADINGS
The paragraph headings herein are for aiamee only and shall not effect the constructiomterpretation of this Agreement.
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10.0 INDEPENDENT CONTRACTORS

The parties are acting as independent actoirs and shall not be considered partners, ya@inturers or agents of the other. Neither party
shall have the right to act on behalf of or bine thher except as expressly provided for in thiss&gent or as may be thereafter agreed in

writing.

11.0 LAW GOVERNING AND CONSTRUCTIONS

11.1 Mediation and Arbitration —Except for any actual or threatened breach of Rrt8c0 to which the parties may refer to the S€derts
of California for relief, any controversy or comflinvolving this Agreement, its interpretationtbe respective rights or obligations of
the parties shall first be submitted to their resipe General Managers for amicable resolutiothéfparties cannot agree, the
controversy shall be submitted to mediation to &lel in a mutually agreeable neutral place. Theigmsehall mediate in good faith and
use their best efforts to resolve the controversyooflict by mediation. If the parties still cartraettle the controversy or reach an
accommodation, the matter shall be submitted tdibgarbitration to be conducted in a mutually agiwe place in California in
accordance with the following rules:

(@)

(b)

(©

(d)

(€)

If a party intends to begin an arbitration to resch dispute, such party shall provide writtene®tob the other party informing
the other party of such intention and the issudmetoesolved, the date of which notice shall berrefl to as the "Notice Date".
Within ten (10) business days after the receiumh notice, the other party may, by written notéhe party initiating
arbitration, add additional issues to be resolWihin twenty (20) business days following the NetDate a list of not less
than ten (10) neutrals shall be provided to théigmby then-President of the Center for PublicdReses ("CPR"), 680 Fifth
Ave., New York, New York 10019, or its successayamization. The list shall include the experience gualifications of eac
person identified thereon. The neutral shall bendividual who shall preside in resolution of arigplites between the parties.
Each of the neutrals identified on the list shall be an employee, consultant, independent cootratitector or shareholder
either a party or of an Affiliate of either pargnd shall be a lawyer licensed to practice in thteswhich is the site of the
arbitration. The parties shall have ten (10) bussraays from the date the list is provided to agrea neutral. If the parties
cannot agree, each party shall have twenty (20hbss days from the date the list is provided togarties by CPR to object
good faith to four (4) of the persons on the li$te thenPresident of CPR shall, as soon as possible thereaélect the neutr
from the persons remaining on the list. This s@ecshall be final.

All disputes existing on the Notice Date, which aot specifically raised by the parties in the tébion process, shall be
forever waived.

No later than one hundred twenty (120) business dégr selection the neutral shall hold a heatdngsolve each of the isst
identified by the parties.

Within thirty (30) days of the Notice Date, repretives of the parties shall meet in an attemgioiod faith to agree on
procedures for the expeditious exchange of infolonahat may be needed to prepare for the artwmatf the parties cannot
agree on the exchange of documents or other infawmahe neutral may require exchange of documesn showing by the
requesting party that it will be prejudiced and attterwise able to prepare for or put on its casleout access to and use of
requested documents or information. Any documesdsired to be produced shall be produced no lessdixty (60) days
prior to the hearing.

At least forty-five (45) business days prior to tiearing, each party shall submit to the otherypamt the neutral a list of all
documents on which such party intends to rely yn@nal or
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(f)

written presentation to the neutral and a listlbivitnesses, if any, such party intends to cabath hearing. Such lists will be
accompanied by: (i) one true and correct copy ohed the documents on the above-referenced fisk(# a summary of the
anticipated testimony of each of such party's veises. Except as expressly set forth herein, theeatashall not require nor
shall there be any discovery by any means, includepositions, interrogatories or investigatiomlofuments.

After the exchange of the documents and informatémuired by Paragraph (e) above, each party ntétg, @ption, take
depositions. In any event, neither party shall taoze than (i) sixteen (16) total hours of deposiias calculated by the court
reporter, of not more than four (4) people; plilsgideposition of each expert witness listed lgydther party, which expert
witness deposition shall not exceed four (4) hoBtgh depositions shall be taken between the recktpe lists called for by
Paragraph (e) above and fifteen (15) days befa@déaring. Each party shall cooperate in makingitisesses available
California at a convenient place and time for sdehosition. No party shall instruct a witness deposition not to answer



(9)

(h)

(i)

0)

(k)

()

(m)

(n)

(0)

guestion except on grounds of attorney-client frge or work-product doctrine.

A party may request an extension and the neutedl grant an extension of the time for a hearingdpé neutral finds that the
other party failed to comply with or delayed in qaging with discovery permitted under this Agreemdrhe extension shall
be commensurate with the delay found by the nebitrain no event shall it be greater than thirt§)(8ays.

Each party may file with the neutral a prehearirgmmrandum, not exceeding fifty (50) pages, sefinty applicable law,
facts, arguments, and other relevant information.

At least ten (10) business days prior to the hgaeach party must submit to the neutral and semthe other party a propos
ruling on each issue to be resolved. Such writhrlde limited to a statement of the proposechgsj shall contain no
argument on or analysis of the facts or issuesshaatl be limited to not more than twenty (20) mage

Each party shall be entitled to no more than té&) (iburs of hearing to present testimony or docuargrevidence and
argument. The testimony presented by both partiat se presented during the same calendar dag oowsecutive days. St
time limitation shall include any direct, crossrebuttal testimony, but such time limitation shaily be charged against the
party conducting such direct, cross or rebuttalrremy. It shall be the responsibility of the nelitio determine whether the
parties have had the ten (10) hours to which theyeatitled.

Each party may file a post-hearing memorandum reéeding three (3) pages.

Each party shall have the right to be represenyetbbinsel. The neutral shall have sole discretith megard to the
admissibility of any evidence; however, no prioafts of any of the agreements between the paitiatse shown to the
neutral or admissible in evidence.

The neutral shall rule on each disputed issue wiim (10) days following the completion of thetiteeny of both parties.
Such ruling shall adopt the proposed ruling of ofthe parties on each disputed issue. The neshedl have authority to
award complete legal and equitable relief to th&imam extent a court of law and equity could awiardccordance with
applicable law.

All applicable common law or statutory privilegagh as attorney-client or attorney work Instrumardll be applicable to the
arbitration preceedings.

Either party may, at its option, use preparedrasty as long as the withess whose testimony igesepted is available to the
other party for cross-examination.

(9)

(a)

(s)

All cost incurred for the neutral, the hearing roand the court reporter shall be shared equallyde the parties. The parties
shall otherwise bear their own expenses.

The neutral shall be given a copy of these prowsiat the time of selection.

All arbitration proceedings and the outcome of spidteedings shall be treated as confidential byptrties and the neutral.
The parties agree to refrain from filing a lawswith regard to any aspect of their controversy tandbide by and perform any
award rendered by the neutral. The parties fuyege that a judgment of a Court having jurisdicticay be entered upon the

award and an execution may be issued for its dadlecThe parties further agree neither to corttesijurisdiction or execution
of such Court nor to contest in any foreign colet application of such judgment or execution.

11.2 Mutuality —The Agreement has been drafted on the basis afahuhderstanding and neither party shall be piegudas being the
drafter thereof.

12.0 ENTIRE AGREEMENT, MODIFICATIONS, ETC.

12.1 Entire Agreement —This instrument contains the entire and only agwe® between the parties respecting the subjedentatreof;
and, any representation, promise or condition imeation therewith not incorporated herein shatll@binding on either party.

12.2 Waiver or Modification —No waiver, alteration, modification, renewal otension of this Agreement shall be valid unless enad
writing and signed by a duly authorized represérgaif Beckman and Buyer.

IN WITNESS WHEREOF, the parties hereto hexecuted this Agreement by their duly authorizgatesentatives as of the Effective

Date.



BECKMAN COULTER, INC. CIPHERGEN BIOSYSTEMS, INC

By: [lllegible] By: [lllegible]
Date: 11/05/01 Date: Nov. 2, 2001
9
Exhibit A
Quantity Discount rate
1-20 instrument: [*]
21-35 instrument: [*]
35 instruments and abo rate to be negotiated in good faith once purch&$g mstruments has been achiev
10

Ciphergen Configurator System

Exhibit B
PN: QTY Description
609000 1 Biomek® 2000 Workstation, 50/60 Hz, 1-240 V
609048 1 Biomek®) 2000 Lift Side Module
609120 5 Labware Holder, Gra
609121 3 Pipette Tip Rack Holder, Blac
267653 1 Biomek® 2000 Controller with BioWork™ 3.2 for New System
609024 1 MP 20 Eigh-Tip Pipette Toc—Capacity: -20 uL for each tip
609025 1 MP 200 Eigh-Tip Pipette Toc—Capacity: -200puL for each tip
609027 1 Eighi-Channel Wash To—Capacity: 5uL—18.75 mL per channs
609056 1 Wash Unit with Automatic -Port Valve
267615 1 96-Filtration System for Biome® 200(—Includes Vacuum Valve Un
380560 1 DPC Micro Mix 5 Shake
380561 1 DPC Shaker Integration Kit for Biomek 20

*] CERTAIN INFORMATION ON THIS PAGE HAS BEEN OMITTED WD FILED SEPARATELY WITH THE COMMISSION.
CONFIDENTIAL TREATMENT HAS BEEN REQUESTED WITH RESECT TO THE OMITTED PORTIONS.
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EXHIBIT 10.31

LEASE AGREEMENT BY NATIOCREDIMURS AND CICAMUR
FOR BIOSEPRA S.A.

Mr. Pascal Dufour, notary, member of the compargstal DUFOUR, Jean-Pierre BENOIST, and Claudin SRYAassociates of civil
professional company owning a notarial office," tleadquarters of which are at boulevard Poissomdigy PARIS, 2eme [2nd]
arrondissement [ward], has received the presentrdent in authentic form:

AT THE REQUEST OF:

1ST: The company called NATIOCREDIMURS SGTE EN NOM COLLECTIF, a company with a group nanvéh a capital of
150,000,000 francs, having headquarters at "Ledyete" building, 46/52 Rue Arago, PUTEAUX (Hauts$eine), registered in the Regis
of Commerce and Companies of NANTERRE under nurBb&82,199,462 (96 B 04190),

having agreed definitively in its capadtya financial credit institution and as a restilt decision of the committee on credit
institutions, dated at PARIS, March 20, 1985, ahd letter from the BANK OF FRANCE, dated May 93859

REPRESENTED BY:
Mr. Bernard DEVAUX, attorney, domiciled46/52 rue Rago, PUTEAUX,

Acting by virtue of the delegation of pow&onferred on him under terms of minutes of thanal office at 15, bouleva
Poissonniere, PARIS (2eme), January 21, 1998,

by Mr. Jean-Rene BRUNON, who has acteddrchpacity are president of the administrativenodwf the corporation
called NATIO LOCATION, with a capital of 31,000,0@@&ncs, having its company headquarters at "Ledpete” building,
46/52 Rue Arago, PUTEAUX (Hauts de Seine), andstegid it the Registry of Commerce and Companiéé* N TERRE
under no. B 310,188,794, appointed for these fanststarting July 1, 1992, under terms of a decisfosaid administrative
council dated June 23, 1992, for the duration sfrhandate as administrator or until the end oféigallar general meeting
ruling the accounts for fiscal year 1997.

A certified copy conforming with the recasfithis decision has been deposited along witmihreites of the aboveamec
notarial office, accompanying a document dated 16ly1992.

The company NATION LOCATION acting in itafacity as co manager of the company NATIOCREDIMBTECIETE
EN NOM COLLECTIF, which has been appointed to fhisction for an indefinite period under terms af $tatutes indicated
above.

2ND: The company called "CICAMUR," a corption with capital of 30,000,000 francs, havinghéadquarters at 57, rue de la Victoire,
PARIS (9eme), registered the Registry of Commenck@ompanies of PARIS under number B 349,901,405,

having agreed definitively in its capadatya financial institution as a result of a decigibthe committee on credit
institutions of May 23, 1989, and a letter from B®NK OF FRANCE dated August 22, 19¢



OBSERVATION BEING MADE HERE that the headgjters initially located at 66, rue de la VictoiRARIS (9eme)
have been transferred to 57, rue de la VictoiredRFSA(9eme), following a decision of the adminidtratcouncil of said
company dated October 20, 1994, a copy of whicttifiegl as conforming, has been deposited along e minutes of

1

Mr. DUFOUR, notary in PARIS, according to the do@antreceived by him on January 20, 1995,
REPRESENTED BY:
Mr. Pierre MOTAIS, associate general divecif the said company, domiciled at 57, rue déitdoire, PARIS (9eme),

acting by virtue of the powers conferredhim by Mr. Pierre LATROBE, president and geneiiegctor of said company,
residing at 57, rue de la Victoire, PARIS (9emm)accordance with a private agreement dated at 8ARIApril 7, 1998, the
original of which is attached hereto after identtion,

Mr. LATROBE having himself acted by virtoéthe powers conferred on him by the law and th&uges, in his capacity
as president and general director of said company.

A copy of the CICAMUR agreements as a fiiahinstitution, certified as conforming, was dsjted with the minutes of
Mr. DUFOUR, notary in PARIS, on September 22, 1988.

The said companies NATIOCREDIMURS and CICARIacting jointly together in the indivisible prapions, namely:

. NATIOCREDIMURS 70%

. CICAMUR 30%
called hereafter "THE LESSOR."
The relations with the LESSEE regardingileg being insured by NATIOCREDIMURS, file leader.
TOGETHER AS ONE PARTY

3RD: and the company called "BIOSEPRA SsA¢brporation with capital of 21,300,000 francsyihg its company headquarters at 35,

avenue Jean Jaures, VILLENEUVE LA GARENNE (HautsSeine—92390), registered in the Registry of Conomand Companies of
NANTERRE under number B 331,502,641 (85 B 001

Said company being represented by:
Mrs. Therese BOURDY, domiciled at 35 avedean Jaures, VILLENEUVE LA GARENNE,

acting in her capacity as general direofasaid company, appointed to this function, wisble has accepted, under terms of a decisi

the administrative council dated August 16, 199l specially empowered for present purposes byeviof a decision of the administrative
council dated February 10, 1998, a copy of whieltited as conforming, is attached to the preslecument after identification,

said company hereafter called "THE LESSEE" or "TREENTER."

AS THE OTHER PART®

WHO HAVE, prior to the object of the presdocument, declared and stated as follows:

PRELIMINARY DECLARATION
TRANSFER OF RISKS TO THE LESSEE

The LESSEE has taken the initiative of stweent in a the property that is the object ofggresent document, of which it has defined or

accepted all the technical characterisi



Under these conditions, and although tlopgnty belongs to the LESSOR, it seems legitintaae the LESSEE assume all risks and
obligations of whatever kind, even those resulfiogn force majeure [act of God], which accordingctommon law are incumbent on the
builder or owner of these assets.

It is under the scope of this preliminaggclration, to which it will always be convenieatréefer for justification in regard to the
distribution between the parties of the chargeBgations, and risks and to define their commoueitibn, that the present agreement is
concluded.

STATEMENT
.-
REQUEST FOR LEASE

The LESSEE has asked the LESSOR to supip@mdmpetition for financing in the form of a peapy lease within the framework of the
texts cited below:

- the acquisition price of the grodadated in the Pare d'Activites de Cergy Saint &bphe (Saint Christophe Industrial Park of
Cergy) in the municipality of CERGY (Val d'Oise)itivan area of 8737 square meters, surveyed sdotonos. 12, 16, and 18,

- the costs of the acquisition docutnen

- and the cost of construction of dddng for industrial use and offices.

-l -
ACQUISITION

In order for this operation to be realizéet LESSOR has acquired the property designated precisely above, of:

The ETABLISSEMENT PUBLIC D'AMENAGEMENT DEA VILLE NOUVELLE DE CERGY PONTOISE [Public managemte
building of the new city of Cergy Pontoise], a bliilg of an industrial and commercial nature, credig decree no. 69-358 of April 16, 1969,
having its headquarters at rue de la Gare, CERGY ¢\Dise).

Under terms of a document received todaytfe records of Mr. Rene HUCHET, notary in CERGY.

This acquisition took place at the printipace of 3,478,000 francs, without taxes, to whikhe amount of the usual VAT was to be
added, amounting to 716,468 francs, or a TTC wfek 194,468 francs,

from which the amount of the subsidy grdrtethe seller by the general council of Val d&isto be deducted, amounting to 869,300
francs,

or a price of 3,324,968 francs, payablthafollowing manner:

- 977,318 francs at the time of theeagnent, applying 716,468 francs to the amourt®MAT, taking into account the terms of the
document that contains a receipt for this.

The rest of the price, or the sum of 2,88@,francs, has been stipulated as payable toethes, swithout interest, by December 19, 1998,
at the latest.

Concerning all other particular conditi@rsl stipulations of the said sale, the partiesadedhat reference is to be made to the
specified document, to which the lessee consemtgmes its agreements.
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BUILDING PERMIT
The building permit was obtained accordimghe prefectural decree issued August 7, 199deunumber 95,127 97 A0030.
The LESSEE declares that:

- this building permit has been postethe office of the mayor and on the site, aslwaiseen in certifications issued by
Mr. Jean-Pierre TRISTANT, court bailiff at

PONTOISE (Val d'Oise) dated August 12 aBd1B97,

- and that it has not been the olgpéetny litigation, as can be seen in a letter asklrd February 3, 1998, by the Etablissement
Public d'’Amenagement de la Ville Nouvelle de CePgyntoise, to the LESSEE, a copy of which is attaichereto after identification.

Observation is made here that the LESSEhds to submit a request to modify the permithwhie particular object of reducing
the net unimproved area of 3938 square meterspaztid by the above-mentioned permit.

The LESSEE shall produce for the LESSOR:

. a copy of this request, when it is created,

. the decree modifying the permit, when it is issued,

. the certification of posting of said permit,

. the evidence of absence of legal proceedings, mitte legal period.

SV -
CONSTRUCTION INSURANCE

In conformity with law no. 78 12 of Januay1978, and article 4 of the PRELIMINARY AGREEMESN below, the LESSEE shall si
through the intermediary of the SOCIETE GENERALRBSSURANCE AT DE PREVOYANCE [General Insurance amdvdence
Company], 50 rue de Chateaudun, PARIS (9 eme)ntueance policies defined in said article 4.

-V -
CLASSIFIED INSTALLATIONS

The LESSEE has deposited with the PREFECH DR VAL D'OISE, OFFICE OF LOCAL COLLECTIVES, THENVIRONMENT,
AND MANAGEMENT, Office of the Environment, a fileefating to the installations it proposes to exptwitthe site that is the object of the
present document, as will be stated below und@i@2 of TITLE IIl.
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-V -
INVESTMENT

The amount of the investment is fixed, withtaxes, as the associated value in the amouRMMENTY TWO MILLION TWO
HUNDRED SIXTY-NINE THOUSAND FIVE HUNDRED FRANCS, awisting of the following:

— Acquisition price of the groun $ 78,000 francs, without taxe
— Acquisition cost 45,000 francs, without taxe
— Construction cos 10,046,500 francs, without taxe



or a total ol 22,269,500.0 francs, without taxe

Observation is made that, taking into actdle above-mentioned subsidy, amounting to 8@Bft#hcs, granted to the seller by the
general council of Val d'Oise, the sale price @f ¢iound actually paid by the LESSOR is found tedskiced to 3,608,500 francs, without
taxes, so that the calculation of rents will be mad the basis of an investment of 21,400,000 &anithout taxes, as will be stated below
under Title IlI.

- VII -

The present document determines the pnedigiagreements, then the general and particuteeatents which the LESSOR proposes to
obtain from the LESSEE, first from enjoying thdetibf LESSOR, then possibly the ownership, if tiESISOR so desires, of the property
designated below.

THIS HAVING BEEN STATED, we proceed to thgreements that are the object of the present derum
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PLAN
The agreements are arranged as follows:

PRELIMINARY AGREEMENTS

Article 1 — Undertakings of the LESSOR
Article 2 — Undertakings of the LESSEE
Article 3 — Pre-rents

Article 4 — Insurance during construction
Article 5 — Project supervision

Article 6 — Regulation of the amount of work
Article 7 — End of the work

Article 8 — Certificate of conformity

TITLE |
GENERAL LEASE CONDITIONS

A — Object and name

B — Purpose of the sites

C — Duration

D — Charges and conditions
E — Insurance

1st) Signing of policies relating to the contain
2nd) Signing of policies relating to the content
3rd) Miscellaneous provisions

4th) Disaster

F — Transfer

ist) By the LESSEE
2nd) By the LESSOR

G — Subleasing
H — Security
| — Rent

J — Information relating to replacement of the Etemonetary unit by a single European currency
K — Cancellation on request of the LESS



L — Cancellation on request of the LESSOR
M — Lease fee or VAT option
N — Expropriation and requisition

TITLE I
UNILATERAL PROMISE TO SELL

O — Promise to sell

P — Exercise of anticipated option

Q — Evacuation of the premises at the end of tasde
R — Possible regularization of the VAT deduction

TITLE HI
PARTICULAR CONDITIONS

TITLE IV
MISCELLANEOUS PROVISIONS
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PRELIMINARY AGREEMENTS
ARTICLE 1—UNDERTAKINGS OF THE LESSOR

Provided that the LESSEE respects the atitigs contracted for in the present contract B8SOR undertakes, on express request of
the Lessee and under these indications:

— to make and/or have made, under tingitions defined below and to finance the propeggration described in the statement, "to
lease to the LESSEE said property unit, withinfthenework of a lease operation in conformity witticde 1 (section 2) and subsequent
articles of law no. 66-455 of July 2, 1966, andwlbsequent tests.

The basis of the financing agreed to bylUlBSSEE is established in the PARTICULAR CONDITIONSy excess will be taken in
charge by the LESSOR, the elements or parts ofeziégrihat the latter will finance becoming, by asten and without indemnity, the
property of the LESSOR at the time when they aceriporated into the total.

The LESSOR will not make any other payntmfore becoming, by an authentic document, the owahe real property right to the
property.

ARTICLE 2—UNDERTAKINGS OF THE LESSEE

Taking into account the special naturenefiroperty-lease operations and the fact thainteevention of the LESSOR has been
requested by the LESSEE in a property program ddfinit as satisfactory for its needs, the LESSE#eutakes:

— to obtain all administrative authorizations reqdite use the ground and for the planned constnuetim to have them transferrec
necessary, to the name of the LESSOR,; to insuteathaecessary formalities in this regard havenbg®perly accomplished, to demonstrate
this to the LESSOR by sending all documents alreadgle by the LESSEE or signed by the LESSOR ofuadgrtaking arising from the
present contract;

— to participate in the document esHdtitig the real right to the benefit of the LESS®Rfed in the preceding statement, and to
respect its conditions, whether they concern adstrative or particular or from obligations resuififtom general or special specifications,
agreements, etc., both during the constructiorogeand through the end of the lee



— to assume exclusively the risks asdediwith the nature and the acquisition of thegprty, as well as the risks from the fact of
and/or supported by the construction (even forctse of accident or force majeure) normally assupyetie construction supervisor, with
renunciation of all contrary legal provisions;

— to execute and have executed undemitsresponsibility, to the exclusion, howeveraaf/ contract for property development
within the framework of the general descriptiveraate and the estimates for which it should haceixed prior agreement from the
LESSOR, all work envisioned, by activating, diragti coordinating, and monitoring all operationsessary for this realization, until it is
completed.

ARTICLE 3—PRE-RENTS
The LESSEE shall given to the LESSOR, by wfapre-rent, until the date of occupation of pfremises:

— an engagement commission, payable in advance, ifixéet PARTICULAR CONDITIONS; it shall be calcudat on the provision:
amount of the investment, without taxes, startiogfthe date specified in the PARTICULAR CONDITIONS
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— at the end of each calendar quarter and rentalghariterest calculated pro rata on the amourti®fums effectively paid, includi
taxes, at the rates fixed in the PARTICULAR CONDDNS; it being specified, however, that the amowntessponding to the VAT included
in said provisions, shall be deducted from thedabiterm calculation, within a recovery periodidefl in the PARTICULAR CONDITIONS

These pre-rents shall be paid by transiéice by the LESSEE to the bank account whoseerters are indicated in the PARTICULAR
CONDITIONS.

By express agreement between the partieqre-rents shall be increased by the VAT anthetdase fee and any other tax that may be
added to or replace it.

In case of non-payment at the end of pn¢period or non-repayment when first requesteangfother amount paid by the LESSOR by
way of charges on property assets, financial ahdrdees, interest on arrears shall be due to B®3OR, without any other delay needing to
be observed, on the unpaid amounts, calculatdeeahterest rate on pre-rents, increased by 4%irgjdrom the due date, each month started
being counted as a full month.

ARTICLE 4—INSURANCE DURING CONSTRUCTION

The LESSEE shall monitor that the arch#esid contractors who participate in the constoactire suitably and sufficiently insured for
all responsibilities that they incur and give tHeESSEE evidence thereof.

Moreover, for the purpose of covering tis&s connected with execution of the constructiamkfor the LESSOR by the LESSEE in its
capacity as assigned construction supervisor, ¢lieigs below shall be signed by intermediary & ihsurance advisor of the LESSOR,
namely:

SOCIETE GENERALE D'ASSURANCES ET DE PREVOYANCE
50 Rue de Chateaudun
75009 PARIS

A—"ALL SITE RISKS" POLICIES

a) This policy has the purpose of gusgaing material damages occurring at the site dutie period of the work, damages occurring
to existing objects, possible financial losses, mngtellaneous cost and fees, as well as covenmptoperty at new value, expert's fees and
the responsibility of the LESSOR or of the LESSBErfsks connected with fires or explosions anGtiélL RESPONSIBILITY to guarante
claims that may be formulated by third parties agiaihe LESSOR and the LESSEE in consequence mfeartal damages originating from
the construction work, including guarantee amougntapatible with the nature of the work performed,aat a minimum, for the period of the
work.

b) Atthe time of signing of the preseantract, the insurance advisor of the LESSORmike contact with the LESSEE, who
undertakes to communicated to it, without reticelatldtems needed in order to minimize currerigiat the site. The LESSEE undertakes to
assume all obligations generally incumbent on aaried party.

A copy of this policy shall be sent to tHESSOR.



c) The LESSEE undertakes to permit tisaiance advisor of the LESSOR to make, at any, time verification of the risks needed to
work out and monitor this policy and to providethe LESSOR the date of the end of the work, as agethe definitive amount of the latter,
this amount having as its purpose the calculatfdhedefinitive premium, with deduction being mddan the provisional premium due
when the policy is signed.

d) The LESSEE undertakes to report asgster within the periods required by the poliog & provide all invoices and documents
required by the insurer.

e) In case of a disaster, the LESSORivedhe indemnity/indemnities paid by the insuhat are intended for reconstructed of the
work that has been destroyed.

In the case where this indemnity is insudfint, the LESSOR shall bear all excess costseofgbonstruction work.
B—"DAMAGE TO THE WORK" POLICIES

a) The LESSOR, in its capacity as ovaret principal project supervisor, shall sign batlits name and on behalf of the LESSEE, and
"DAMAGES TO THE WORK" policy, in conformity with th provisions decreed by law no. 78.12 of Janua@48, concerning reform of
construction insurance.

b) This policy has the purpose of gutgaimg payment for the work of repairing damagesndhose resulting from a defect in the soil
or in nature of those who are responsible: thedleudl in terms of article 1792-1 of the Civil Cottege manufacturers and importers, or the
technical controller, damages that:

— compromise the solidity of the work,
— make the work unsuitable for its pusgo

— affect the equipment items that aseparable from the viability of the work, the foatidn, and closing and opening in terms of
article 1792-2 of the Civil Code, making the worksuitable for its destination.

This policy likewise covers damages th&cfthe construction-equipment items and that nia&evork unsuitable for its purpose, for a
period of 2 years, starting from its receipt.

It likewise includes a guarantee for consey immaterial damages.

This insurance policy, signed at the opgmihthe site, shall guarantee the superintendietiieonvork as well as all successive owners for
a period of ten years, starting from receipt ofwloek.

c) Atthe time of the signing of the geat contract, the insurance advisor of the LESSRHR make contact with the LESSEE, who
undertakes to provide it with all items and docutaereeded for the signing of this policy.
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d) A copy of this policy shall be sentthe LESSOR, who undertakes to communicate tintheer all elements that tend to modify the
risk and to assume all obligations generally incantlon the insured party.

e) The LESSEE undertakes to permitisarier of the LESSOR to make, at any time, anyrieahcheck of risk needed for working
out and monitoring this insurance and to providth®LESSOR and its insurer the date of receiplh®fvork as well as the definitive amount
of the accounts, this amount having the purposmlgilating the definitive premium deduction beingde of the provisional premium due at
the time the contract is signed.

C—"CIVIL RESPONSIBILITY FOR NON-BUILDING CONTRACTOR S"POLICY

The LESSOR, it its capacity as project suiger, shall sign, both on its own behalf and ehdf of the LESSEE, an insurance policy
called "Civil Responsibility of Nc-building Contractors," intended to cover their-year responsibility



Payment of premiums corresponding to ttesatinsurance policies, which constitute addititmthe cost of the construction, shall be
made by the LESSOR and included in the cost ofstment, within the limit of the total amount spésdfin the PARTICULAR
CONDITIONS.

If this amount has already been reachedl BESSEE undertakes to pay the excess directly @itmburse the LESSOR for it, within
fifteen days of its request.

The premium rates applicable to the pddi@avisioned above, as well as the extent of tlagagniee, are subject to a technical check
made on the PROPERTY during construction by aneabtechnical-control office.

The LESSOR shall request intervention leyabntrol office and it choice, which will have tagsignment to check the design of the v
and the execution of the work during the constamctiThis check shall be at least of type L.

In case of an intervention on an existibgeot, a check of type E is obligatory.

Payment of costs connected with executfdhecontrol assignment constituting additionsht® cost of the construction shall be made
by the LESSOR and included in the cost of the itmest, within the limit of the total amount speediin the PARTICULAR CONDITIONS

If this amount has already been reachedl BESSEE undertakes to pay the excess noted gii@ctb reimburse the LESSOR, within
fifteen days from its request.

The LESSOR will make to payment applicabléuildings or to construction work in the caseswéhthe SOCIETE GENERAL
D'ASSURANCES ET DE PREVOYANCE (SGAP) cannot obtiom the LESSEE the documents necessary to séteufilé permitting
insurance of the provisional certificate of signthg above insurance.

ARTICLE 5—PROJECT SUPERVISION
The date for starting the work is estaldisin the PARTICULAR CONDITIONS.

The work of ground excavation, if necessand of construction will be done at the LESSO&St, under the direction and
responsibility of the LESSOR, in conformity withetiplans and descriptive estimates and estimatetaby entities, which, when presented by
the latter, will have been accepted by the LESSORhom a copy, certified as conforming, of thepstand agreements taken with the
contractors and architects, research office, &l be sent. A copy of each of these documentnyrapanied by a provisional schedule of
work, of the schedule of payments, and of all useflications, so that the LESSOR will be able tonitor the development of the
construction
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and control its expenses at all times, should béetset before the document permitting it to haeeess to the ground is signed.

The LESSEE shall at the same time commtmiwathe LESSOR the name of the architect, theenanbusiness name of the contractors
and their subcontractors; it should have the taaimheck made, at its cost, by an agreed confficepboth during and through the end of
work and communicate the record thereof to the LB %s soon as it is received.

The LESSOR, the assigned project supervidail require that all contractors relying in wéor in part on subcontractors obtain in
advance, in writing, from each subcontractor acee of and agreement with the payment conditigrtad LESSOR, the project supervis

It is incumbent on the LESSEE, under itslesive responsibility, to monitor respect for thgal provisions relating to subcontracting
and especially to assure that a security be prdviolesubcontractors who do not have the benefitadégation of payment, in such a way that
the LESSOR cannot be sought out or disturbed srédard.

Payments of the LESSOR are subject to theigions of law no. 75-1334 of December 31, 1%fBended January 6, 1986, and in
application texts.

Moreover, in application of the provisiafsarticles L. 235ff and R. 238-1ff of the Labord&) the LESSEE undertakes to comply with
everything regarding SAFETY and WORKER HEALTH, angarticular it shall proceed by mutual agreenwith the project supervisor, to
appoint a SAFETY COORDINATOR and establish a caritdefining precisely the content of his mission.

A copy of this contract should be sentte t ESSOR before any payme



ARTICLE 6—REGULATION OF THE AMOUNT OF WORK

Every month, the LESSEE shall present éoltEiSSOR, accompanied by its seal and signatukethétindication "Bon a Payer" (OK to
pay) and also supported by the signature of theiteat, the memaos, invoices from contractors, atisl for fees issued in the name of the
LESSOR, in conformity with the directives that ves.

After collation, the LESSOR shall proceegay the memos, invoices, and bills for fees liaate been presented to it under the
conditions established above.

Agreements made by the LESSEE with cordracthould envision that withholding of a guararsieall be replaced, in conformity with
the provisions of article 2 of law no. 71-584 ofyJii6, 1971, by the joint security of the contratsdoanker, set up according to the model that
will be sent to the LESSEE. Securities establishddvor of the LESSOR shall, nevertheless, in agrent with the LESSEE, be governed by
the latter, which shall assure its delivery, statg reservations, and give all releases.

ARTICLE 7—END OF THE WORK
The date fixed for completion of the woskindicated in the PARTICULAR CONDITIONS.

In the case where, by reason of unforededays, the work is not completed by the indicatetk, the LESSOR can agree on their
completion during a period, the duration of whislestablished in the PARTICULAR CONDITIONS; the diions of interest to be paid as
pre-rent during this period are likewise specifieere.

The records of receipt shall be signedheylESSOR, which is obligated to send them to th8 8OR.
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The declaration of completion shall be sy the LESSOR, in its capacity as assigned girejgervisor, and transmitted to the
Administration within the period provided. Evidenakthis should be given to the LESSOR.

ARTICLE 8—CERTIFICATE OF CONFORMITY
The LESSEE shall send to the LESSOR thiificate of conformity within one month of its issnce.

If said certificate of conformity is nottalined within a period of two years, starting frime delivery of the construction, the LESSOR
can, if it seems appropriate, exercise the cangmilalause stipulated under paragraph L of thesgdrConditions.

In this case, the rents paid or still depresenting compensation for making the premigefiadle, as well as the pre-rents paid or still
due, shall remain acquired by the LESSOR.

The LESSEE is obligated:

— to pay, at its cost, without recouaggminst the LESSOR, for all work and changes ttst be imposed by the administrative
authority in case of construction not conformingtte building permit and/or the urbanization regolain force or that may be imposed by
the Administration in view of the delivery of thertificate of conformity;

— to guarantee expressly that the LES3@be reimbursed for all sums or penalties tiet latter may owe because of the
improvement of the property that is the objecthef present lease and does not conform to the bgifaermit;

— to make this situation its personadihass and to protect the LESSOR from all troublgrejudice from this matter.

TITLE |
GENERAL LEASE CONDITIONS

The present contract does not provide &ayge to the obligations resulting from any agregmeade previously between the parties
that have not been executed as of the effective afahe present contract, except for contrary isioms or modifying contents in this
document under its various titles.

A—OBJECT AND NAME



The LESSOR leases and rants, in conformitly law no. 66455 of July 2, 1966, and subsequent texts, to B®IEE, which is accept
for it by its representative,

the PROPERTY designated below, as it shadit after completion, namely:

DESIGNATION
MUNICIPALITY OF CERGY, PARC D'ACTIVITES DEEERGY SAINT CHRISTOPHE, CERGY ET PUISEUX-PONTOISE
property for industrial usage, comprising:

. a building consisting of a ground floor and a @drsitory with a net usable area of about 3938 sgoeaters, divided into spac
to be used as workshop, laboratory, and offices,

. traffic and parking areas,

. green spaces.
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The completely surveyed section DY, namely:

—no. 12, with an area « 3a,79¢c
—no. 16, with an area « 74 a,16¢C
—no. 18, with an area « 9a,42¢c
TOTAL 87a,37¢c

|

ZAC OF MOULIN A VENT

The above-mention property is in the "Mowdi Vent" joint-management zone [ZAC] created iocadance with the ministerial decree
dated May 8, 1981, within the framework of the ngaraent and outfitting of the Parc d'Activites dedgyeSaint Christophe, Cergy and
Puiseux-Pontoise; the management plan of the zasdden approved in accordance with the decrée gfrefect of Val d'Oise of
November 18, 1981, amended in accordance witheheeds of the prefect of Val d'Oise date Decembeit 284, and December 3, 19!

The list of charges of the Parc d'ActivitlesCergy Saint Christophe has been establisheainformity with the provisions of
appendix Il of decree no. 55-216 of February H5.9

A copy of said list of charges, duly apprd\by the prefect of Val d'Oise on June 30, 196#cerning the ground that is the object of the
present document likewise substitutes for the udadion certificate envisioned in article L. 13Ibthe Urbanization Code.

The LESSEE acknowledges having receivezhdly before this date a copy of the above deceesthas a copy of the ZAC
items, in particular the regulation of the zone-agament plan and the list of charges, which iest#tat it is fully aware of, and it
makes the resulting obligations its personal bissin@ithout recourse to the LESSOR.

B—PURPOSE OF THE PREMISES

Throughout the entire period of the ledise, LESSEE can only use the leased spaces, ashiligated to do, for the usage indicated in
Title Il of the present contract.

This purpose should not be the object gf@range without the express agreement of the LES®Ovriting. In no case can the
LESSOR be sought out for the case where the LES&#&es this rule of purpose; consequences ofdddl be the exclusive responsibility
of the LESSEE.

C—DURATION

The present lease is agreed to and accéptachumber of whole and consecutive years; tfeetive date and the number of years are
fixed in Title I—PARTICULAR CONDITIONS.
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D—CHARGES AND CONDITIONS

The present lease is also agreed to areptaxt under the following general specificationd eonditions, which the LESSEE is obliga
to execute and accomplish, namely:

1ST) The LESSEE shall take the leased mesrin their condition on the date when the leakest effect, without being able to require
from the LESSOR any management or repair at ang ¢inof any kind.

2ND) If it seems appropriate to the LESS®t, condition of the premises shall be establidhethe parties together during the month
following occupation of the premises, at the cdshe LESSEE.

The LESSEE is prohibited from exercisingiagt the LESSOR any recourse because of defémiss,for faults, visible or hidden, even
when they impede usage of the leased spaces, @smubit able to claim any rent reduction or indemni

Because of this, the LESSEE is obligatectpmrt to the LESSOR, with one month of their gration, all faults or flaws that is notices
during construction, in order to permit the LESStRake any recourse it deems appropriate.

Moreover, the LESSEE cannot exercise acguese against the LESSOR in case of damage frenofiexplosion, floods, or any other
circumstance that damages the leased spacesgiftctgal or partial stoppage of its activity cad$y material or immaterial damages of
whatever cause.

No indemnity can be claimed from the LESSIORany deprivation of usage, loss of exploitationdirect or indirect prejudice.

3RD) The LESSEE shall perform all maintereaand repair work, replacements of all kinds,udiig closings, openings, Iron and other
curtains, floors, tiles, locks, plumbing, woodwosknitary equipment, etc., at its cost, duringléfase—this lease being only enunciative and
in no way limiting—including large repairs suchthese defined by article 606 of the Civil Codesuth a way that everything is always in
good condition, free of any deterioration or degtamhs of any kind.

The LESSOR shall allow the LESSEE to do mapair work to the leased spaces that turn obétnecessary because of its failure,
without being able to claim any indemnity or reeduction, with the LESSEE renouncing expresslybirefits of the provisions of
article 1724, second paragraph, of the Civil Code.

4TH) The LESSEE shall not be able, withixat express consent of the LESSOR, any significaanges to the leased spaces involving
distribution, any opening in the walls, or any nfmdition. In any case, all work that the LESSEH Ww#ve done shall be under its
responsibility and at its cost, risk, and perilthie case where the work affects the entire projeshall be subject to monitoring by the
architect of the LESSOR, whose fees (charges)adbe tharged to the LESSEE, said architect shalbocularly charged with recognizing
whether the work done does not damage the appeaeamkthe solidity of the property and does notinigh its value.

The LESSEE also undertakes not to loadltiwes beyond what is permitted, after verificatidny an office or a specialized organization,
the costs and fees of which shall be charged th B®SEE.

5TH) At the time of departure, the LESSHERlkleave all installations, improvements, and elikhments for any reason in good
condition and without indemnity, when the end a&f kbase arrives, unless the LESSOR requires thtmiration of all or part of the spaces to
the state they were in on the date when the présase took effect, taking into account the modifiuns expressly authorized by the
LESSOR.
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The LESSOR also reserves the right to ahasween material execution of the necessary wodhn indemnity representing their cost,
which indemnity shall constitute a privileged cteafithe same kind as the rent. The work of resimnaif needed, shall be done under the
control of the architect of the LESSOR, at the LESS cost.

All work of whatever kind performed durittie lease should be the object of insurance caydigbilities that may arise.

6TH) The LESSEE should allow the LESSORy persons it appoints, after it has been notifieg access to the leased spaces,
whenever it seems appropriate to evaluate theiition.



7TH) The LESSEE shall preserve the leapades and constantly keep a material, furniturenamdable items, and merchandise, in
sufficient quantity and of sufficient value to ocespond at all times to payment of the lease andutiom of all conditions of the lease.

8TH) Taking into account the special natfréhe present contract, the LESSEE shall beatdifjations relating to the leasing of
property assets generally incumbent on the LESZORyell as the personal taxes on movable assefespional fees, or anything that may
replace them, taxes of all kinds, including thewairax on offices, waste management, sewer digehaweeping, and everything else that
may replace or be added to them, so that the LESS@&ver disturbed or sought out on this subject.

After being informed, the LESSOR shall payeimburse to it, when first requested, all faspecially property taxes, other taxes, and
all charges to which the leased spaces or the Itsztemay be subject, so that under any assumppkie rent established below is received
of all real charges of whatever kind, with the seeeption of the fees that may encumber the le@sene and remain the responsibility of
LESSOR. The reimbursement or payment of these ekdrg the LESSEE should be made in the form ofdalitian to the rent.

The LESSEE shall itself bear and otherwgseain responsible for the consequences of anyseiirsufficiencies, or omissions in
statements that are attributable to it and thatldvba injurious to the LESSOR.

9TH) The LESSEE, the final debtor of thedgtaxes and charges that encumber the leasessgpathie lease, shall have the ability to
contest the amount or the principal of the charlgesit can only formulate this challenge againstiested administrations or collectives, its
exclusive cost, risk, and peril, in the name of tEESSOR, which hereby delegates to it all poweedded for this purpose, in case of need.
Any claims or challenges that may be formulatedheyL ESSEE against the LESSOR would be considewgukrative, as the LESSOR does
not itself intend to take charge of possible chegkess against the administrations or organizatidiosvever, such a challenge cannot have the
effect of delaying the due date of these charges.

Any reimbursement of fees or taxes, andearmgumbrances that may be obtained, shall behefit ESSEE exclusively.

10TH) In the case where the leased assgisndl on a co-owner, the LESSEE shall reimburfieeth ESSOR all sums paid by it to the
co-ownership group for charges and work.

The LESSOR gives to the LESSEE from thigpon all powers to represent it before generagtings of the co-ownership.

11TH) The LESSEE undertakes to conformiitdecrees, especially municipal, present and &jttor everything concerning the storage
of all fuels (quantity and storage methods), airfinable and toxic products, and in general alllegguns relating to pollution of the
environment.

Likewise, it shall be the exclusive respbitisy of the LESSEE to do whatever is necessarpave destroyed, at its cost, all insects,
rodents, or other parasites, as soon as they appear
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12TH) The LESSEE is prohibited from disindpthe tranquility or the peaceful enjoyment bg tither occupants or neighbors of the
property, both at the time of deliveries and of ¢bening and going of employed personnel, and likewit is prohibited from using, even in
part, the leased spaces for an activity that mésctthe good morals or the good operation of titeesproperty.

13TH) The LESSEE shall make easementd &frals that encumber or may encumber said groumddcanstructions its personal
business, without recourse against the LESSORviegethe right to defend itself from them and tofit from these assets, if applicable.

In the case where the entire property istrocted on ground located in a regulated zomel HSSOR is obligated to respect all
regulations of any kind whatever, including thdsat tare the responsibility of the owner, that mesuit from the lists of charges and other
documents regulating this zone.

14TH) To the extent that it has opted ardmpelled to maintain accounting of commerciaktyihe LESSEE is obligated, during the
entire period of the lease, to produce for the LERSwhen first requested, a copy, certified as @oning, of its balances and profit
statements, as well as a copy of the reports cddneinistrative council to the general meeting aacbunting commissioners.

The LESSEE shall inform the LESSOR of rgifons of privileges that may be taken againbyivirtue of legislative and regulatory
texts, as well as all operations of leasing movalkets relating to the installed assets in theespat constitute the object of the present
lease.

15TH) The LESSEE is obligated to respeatw@irent or future regulations relating to the weation, use, and management of the entire
property and to the activity performed by it. Mepecifically, in regard to the rules of safetyisiexpressly prohibited to use the spaces ui
can be proved to the LESSOR that the required flitissahave been completed and that the possilojyired authorization envisioned {



protection against the risks of fire and panichia buildings with public access [has been obtained]

The LESSEE shall not be able for any reagloatever to cite the difficulties that may arisghim the framework of its obligations and
respecting the above provisions to relieve itgelfif the charges, especially financial, of the presentract or to claim from the LESSOR an
indemnity or reduction in the obligations incumbentit.

16TH) In the case where the constructi@t it the object of the present contract has bedndn ground that the LESSOR has lease
a construction lease or a long-term lease or witéi@s been authorized in any way whatsoever bytinger of the ground to use as it pleases
the rents from the leases or indemnities paid ¢atliner of the ground, the LESSOR shall be reindaliby the LESSEE in addition to the
terms of the rents defined below. The LESSEE ig aldigated to respect the clauses and conditibtiseccontracts by which the LESSOR
can make use of the ground.

E—INSURANCE

In the common intention of the parties, lf@sed movable assets should be maintained initiegrity during the entire period of the
lease. For this purpose, the insurance contragedior to be signed should guarantee their eviecunaplete restoration and damaging
consequences from a disaster of whatever caudading third parties.

In case the contracts are insufficient,fihencial consequences of a disaster shall fiily @ayment by the insurance companies, on the
LESSEE, which accepts this undertaking.

The LESSEE shall guarantee, both on its awgount and on behalf of the LESSOR, with comsathiat are known to be solvent, the
financial consequences of civil liability that ooethe other may incur of whatever kind and for telvar reason.
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1ST) SIGNING OF POLICIES RELATING TO THE BUILDING

a) The LESSEE shall sign with its owsadrer, both on its own account and on behalf oL #8B8SOR, an insurance contract intende
cover the fixed assets and all fittings and inatadhs of a fixed nature that are made availabthed ESSEE.

This contract shall cover the followingkris

fire, lightning, and all explosioasnew value,

- loss of lease rent (18 months) ermnt and/or deprivation of usage,
- electrical damages,

- expert's fees,

- storms, hurricanes, cyclones, whirhig, tornados, hail on the roofs,
- strikes, riots, popular uprisings,

- shock from a ground vehicle,

- falling of airplanes and space maekij

- smoke,

- water discharges,

- civil liability of the property owmg

- recourse by neighbors and thirdipast

- broken glas



and shall include a clause renouncing ressagainst the LESSOR.

b) If the LESSOR deem the above guaeate be insufficient, it can sign all insurancattseems necessary to it to supplement or
complete the guarantees imposed by the LESSORLEBSEE shall not be able to cite insufficient caxggr for risks that would be a
consequence of an exclusion or of a non-guaranteedier not to perform the obligations for whichriade responsible by the lease contract.

The LESSEE here and now authorizes the KEESor the entire duration of the lease, to makang time any verifications of the risks
needed for working out and monitoring these inscean

2ND) SIGNING OF POLICIES RELATING TO THE CONTENT

a) Moreover, the LESSEE should insurebehalf of both, if applicable, the fittings amdtallations attached to furniture that become
fixed by intent, the movable items and movable tasslee merchandise, the material, and, in genaltalssociated or installed assets, at its
own cost, as well as the responsibilities arisiothlirom possession of said goods and from its@gpas occupant and user or as contractor.

This contract should, in particular, cothes following risks:

- fire, including fire due to malidgghtning, and explosion, at replacement valueew ralue, as applicable (movable or fixed items),
- falling of airplanes and space maekij

- storms, hurricanes, cyclones,

- strikes, riots, and popular uprising
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- discharges of water,

- theft,

- civil liability,

- recourse by neighbors and thirdipast

and shall include a clause renouncing aogurse against the LESSOR.

b) An insurance policy covering lossésise should also be signed by the LESSEE of theesy which renounces the exercise of any
recourse against the LESSOR in case of a totahuiapstoppage of its activity, due to materiairamaterial damages of whatever cause.
LESSEE gives from this time on its agreement thatinsurance company delegates to the LESSORadke tents included in the general
insured costs.

3RD) MISCELLANEOUS PROVISIONS

a) The annual premiums shall be paitheyL ESSEE, who is obligated to do so and shouwld gvidence of them to the LESSOR w
first requested, even if these policies are necdgsgned both for its own account and on beldlthe LESSOR, which hereby gives the
LESSEE a mandate to this effect under terms oflarti984 of the Civil Code, which is accepted by HESSEE.

These provisions entail the obligationtfue LESSEE:

- to have stated clearly in the polices the qualtytlio the LESSOR as direct beneficiary to all théemnities relating to the moval
contents;

- to communicate to the interested panies, so that they cannot ignore it, a copyifeattas conforming, of the 1st) and 2nd)
stipulations of Title |, E—Insurance, as well as giresent miscellaneous provisions;

- to take, together with said companal necessary steps to inform the LESSOR imntelgiand directly of any total or partial non-
payment of premiums during the month when theydareand before any suspension, cancellation, aictesh of the guarantees involved
takes effect, no matter what the reasons, withwiptevious written agreement of the LESS!



These provisions constitute an essentidlcaitical condition, without which the present taet would not have been concluded.
Consequently, the LESSOR shall be able, if its Segppropriate, to enforce the cancellation claysth® request of the LESSOR stipulated
below in case of a serious failure that may affeetscope or the validity of the policies;

- to address to the LESSOR, in consege, on its first request, a certification issbgdaid companies, detailing the covered risks
and liabilities and the corresponding amounts.
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b) Evidence of all policies signed bliaderested parties should be given before theliatepn of the property by the LESSOR, and
therefore its effect would benefit succeeding aagsi it shall therefore be thus obligatorily falipies concerning the construction envisio
by the legislation in force.

¢) The LESSEE shall also make all damageised to the fittings that it makes in the ldag@ces its personal business, as well as
those caused to furniture, materials, merchandise all objects of which it shall be the owneridratever reason.

d) The LESSEE should be in a positiogite evidence, when first requested by the LESS@Rubscription to "Fire Control and
Prevention" with an organization agreed on by theegal meeting of the fire-insurance companiestables of which shall cover at least the
obligations arising from all current or future légaovisions or regulations relating to the natanel purpose of the buildings.

e) The LESSEE should, in regard to tloekvwperformed during the lease period, insure tiogept or supplementary work in reference
to both the legal provisions and the terms of ttes@nt contract as well as after completion (inscegor damage to the building, fire, civil
liability, etc.),

f) Inthe case where the sites to bares depend on a co-owner, insurance againstrioleother risks should also be contracted for the
needs of the ownership group, under the conditmvisioned in the co-ownership regulation.

The supplemental insurance policies toitmees! by the LESSEE should, on the one hand, abeawork, fittings, and installations done
by it, and to which, because of this, a collectjuarantee taken by the ownership group cannot feméed, and on the other hand, it should
complete this collective guarantee in such a way ttte risks and liabilities are insured, bothaasature and amounts, as demanded in the 1s
and 2nd paragraphs above.

The premiums associated with the policigeesd by the co-owners shall be included in thegdsfor which payment is mentioned in
article D, 10th item, it being specified here tfmatthis purpose the LESSOR gives a mandate tb B®SEE, which accepts it, for the purpose
of paying the premiums to the group directly.

4TH) DISASTER

a) The LESSEE should report any disastée insurer, in the forms envisioned in thaimsice contract, regardless of size, even if no
apparent damage results from it; a copy, certdigdonforming, shall be sent on the same day tbE&SOR by registered mail.

b) Inthe case where, following a fiegplosion of whatever origin, or any disaster,ld@sed spaces come to be destroyed, partially or
totally, or rendered unusable, the present agregmetwithstanding the provisions of article 1732t Civil Code, shall not be canceled and
shall continue to produce all its effect.

Consequently, the LESSOR undertakes to @inandate to the LESSEE for it to proceed witlomstruction of all the destroyed items,
the LESSOR reserving the right to check the exeoutf the work by its architect at any time.

Insurance indemnities shall be paid diyetttlthe LESSOR, which shall apply them to paynwrihe restoration work; the LESSOR
being responsible in this case only for the amadithie indemnities received, without taxes.

All sums paid by the LESSOR as VAT shallagiise to credits in its favor toward interestdoby the LESSOR, under conditions to be
determined at the time between the parties unti $ime as the LESSOR is credited by the Administna
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In case of insufficiency, for whatever reasthe LESSEE shall be required to pay them agdeapenses



The LESSEE should have this reconstruadimme on an equivalent developed area, at the LESS®Rt, respecting the urbanization
regulations in force, using materials of the samaity.

The reconstruction should start within si@nths following the disaster, to be completed irapeely within twentyfour months from th
date of the disaster, unless this duly found bypidwties to be impossible.

c) The LESSOR shall determine, in agresmwith the LESSEE, the methods by which it witedtly pay to the architects and
contractors the amounts of the invoices, using $uedeived from the insurance companies.

d) Before starting the work, the LESS#i6uld provide the LESSOR with the joint bank gusza of a undertaking to respond at the
proper times and place; to calls for funds fromhéects and contractors that are not covered hyrémece companies, unless otherwise agreed
by the undersigned parties.

e) If complete insurance indemnity donesexist or the above guarantee causes doubtselibi® start of the work, the lease shall be
cancelled in full, if this seems good to the LESS®@Ris cancellation shall entail the loss of thedfé of promise to sell and cause the
LESSEE to assume payment of an indemnity, the atrafumhich is established under "Title III—PARTICWWR CONDITIONS," to which
one year's rent shall be added.

However, in order to avoid the consequeméesincellation of the lease, which has just beentioned, the LESSEE shall be able, if
desired, to enforce the anticipated option clai#te(Il—P), independent of the date of the disaster, odition that a registered letter be ¢
to the LESSOR with return receipt requested.

The repurchase shall take place withinreogeof three months, with the LESSEE having to pathe LESSOR one entire year's rent, in
addition to the repurchase price defined in Tidled'PARTICULAR CONDITIONS," for the end of the cugnt year.

In either of these two cases, the insuramdemnity received by the LESSOR shall be credigégr deduction of amounts possible due
to the Tax Administration on the indemnity receivedth proper agreement, to any amounts due frarLBBSSEE.

If there is a cancellation as defined ia finst paragraph of the present article, the sisrghall remain the property of the LESSOR. If the
repurchase clause is applied, the surplus sha#toened to the LESSEE.

f) The LESSEE shall continue to makeutagpayments of the amount of rent on the prifldipan and on accessories, if any,
notwithstanding the disaster, during the reconsitvaogeriod for the sites totally or partially dested.

Any indemnity paid to the LESSOR as "lossamt" insurance and/or loss of usage, shall bditxd to the rent due.

g) Inthe case where, for any reasontessa, the LESSEE runs up against an impossilafityeconstruction not due to his own fault,
and even in the case where this reconstructiondvoot be possible in part, the LESSEE shall be, @ltlits choice:

- either to request that the leasedeelled, in which case the indemnity envisionedeu Title I1I—"PARTICULAR
CONDITIONS," increased by six months' rent, shduddpaid to the LESSOR.
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In this case, the insurance indemnity neby the LESSOR shall be credited, after dedoaifoamounts possibly owed to the
Tax Administration, with proper agreement, to antewwed by the LESSOR. If this indemnity, as justatibed, is greater that these
amounts, the surplus shall remain the properth@ftESSOR.

Cancellation requested in this manner srahil full loss of the benefit of the promisestll;

- orto acquire the leased assetsinvitie framework of the promise to sell, reducegpbyment in full of the price envisioned in Title
[Il—"PARTICULAR CONDITIONS," to which the amount afix months' rent shall be added.

In this case, the insurance indemnitiesixexd by the LESSOR shall be credited, after dédnaf amounts possibly owed to the
Tax Administration, with proper agreement, to amewwed by the LESSOR. If this indemnity, as justatibed, is greater than these
amounts, the surplus shall remain the propertheftESSOR.

b) The amount of the indemnities thayrba due from the insurance companies becausertidlpa total disaster occurring in the
rented spaces, shall be agreed on by the LESS®@R jpresence of the LESSE



Offers that may be made by the insurancepamies can only be accepted by the LESSOR withdgheement of the LESSEE, but the
latter cannot delay its response beyond a maximemog of one month, starting from the notificatitvat will be made by the LESSOR of its
intention to accept the proposed offers.

In case of disagreement with the LESSEEheramount of the indemnities offered by the insaeacompanies, the LESSOR authorizes
the LESSEE to challenge, at its own cost and tigkamount of these indemnities, call any exparid, initiate any actions it advises, being
responsible to invite the LESSOR to participatéhim discussion and the proceedings.

During the period of the challenge, the BEE shall continue to pay the amount of the renésdiiring the period under consideration.
Moreover, it shall also bear and pay directly aosts, fees, and honorariums that may be due.

Assuming that the LESSEE's challenge hasdbult of delaying the start of reconstructionrkythe periods defined above in article D,
4th) and 6th sections, shall only start to runtmndate when the insurance companies have giveratireement for the work to start.

In the case where the LESSEE's challengjectoffer that the LESSOR was disposed to acéeguds, for whatever reason, to a lesser
amount of indemnity being accepted by the LESS@&|LESSEE is obligated to pay, out of its own fyride difference between the
definitive indemnity and the offer accepted by tESSOR to the LESSOR.

F—TRANSFER
1ST) BY THE LESSEE

The LESSEE shall not be able to transgeright to the present lease, in whole or in pattept to the acquirer of its business, without
the express written consent of the LESSOR, undeattof invalidation of the agreed transfer forlaiion of the present clause and even
cancellation of the present lease, if this seenosigo the LESSOR.

Possible transfer of the present leasd shhgatorily entail full transfer of the benefif the promise to date agreed to below.
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Moreover, the transferring LESSEE shaltdsponsible jointly with its transferee for all gations that have been made its responsil
by this document, especially for the payment ofrérgs when due and full execution of clauses efptesent lease.

Consequently, subsequent leases, even wiasehaving transferred their right to the leas®|onger occupy the leased spaces, shall be
jointly responsible together with respect to theSISOR for payment of the rents and changes andémugion of all clauses and conditions
the lease, so that the LESSOR can act againsilzkgiuent lessees or any of them, all being jomeponsible.

The preceding stipulations apply to allesasf transfer, under any form whatever, and tdiegion of the right to the lease to any
company of whatever kind, whether this applicateomade to a new company or to a pre-existing compa

Transfer of application to a company shdaddnade in the presence of the LESSOR or it shmilduly invited by means of a simple
registered letter with return receipt requestedressed to its company headquarters at least @dgistin advance.

The transfer of application shall be resjezhto by an authentic document, of which an exdatatcopy shall be delivered without cost to
the LESSOR.

2ND) BY THE LESSOR

In conformity with the provisions of aréicR-1 of law no. 66-455 of July 2, 1966, and subseatjtexts, the LESSOR is obligated, in the
case of a sale or transfer of the assests thaét@am@bject of the present lease, during its dunatioimpose on the acquirer, transferee, or
similar entity, the execution of all clauses andditions of the present lease conditions.

In the case of transfer of credits aridiogn the present contract to an ordinary creditfuin conformity with the legal provisions and
regulations in force, the transfer of securitie#t ttan guarantee each credit, including, if appleathe benefit of insurance, shall be made
fully to the benefit of said funds, in conformityitivthe provisions of article 34, paragraph 7,afIno. 88-1201 of December 23, 1988, as
amended.

In addition, the charge for recovering thedits granted in this way, can be transferredmiog to the provisions envisioned in
article 36, paragraph 3 of the law cited. In thise the LESSEE shall be notified of this by a snhgtter.



G—SUBLEASING

The LESSEE has the ability to sublet alpart the spaces that are the object of the preseritact, under the following reservations, to
which it cannot make an exception, under threaaoicellation:

1) Any total or partial sublease of #pace can be granted by the LESSEE only with gridgten agreement from the LESSOR.
2) In case a sublease is authorized, BH®SEE shall be under obligation to respect tilevidng conditions:
- the sublease(s) granted should inase expire later than the lease contract,

- all work of fittings or restoration in consemce of the subleases shall be charged exclusivéihe LESSEE, likewise indemnities
all kinds that may be claimed by the sublessearigrreason whatever,

- cancellation of the lease for whateneason shall entail full cancellation of thelsabes granted.
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- in case of default in the paymenawifounts due from the lease contract, the LESSEEdrel now authorizes the LESSOR to
receive directly any amounts due from its sublessee

- the following clause shall be reproed completely in any sublease contract grantettidoy ESSEE:

"The right to use the rented spaces defimethe lessor from a lease contract that has beamted to it by the landlord, which
will expire on , of which theldassee acknowledge being aware and undertakdséowe the terms.

"Prior to the present sublease, the subéeesplicitly acknowledges having been informed tha sublease granted to it depends
of the existence of the lease contract, of whiehléissor is the owner.

"Because of this, the sublease shall expiegocably when the term of the lease contradunes, in the absence of options to sell
being exercised by the lessor, or when it is caaddbr any reason.

"In case the lease contract expires witlloalessor having exercised the option to sellh@ase the lease contract is cancelle
any reason whatever, the sublessee shall be rdgoinecate the rented premises immediately, witbeing able to oppose this
through a right based on the present contract aggtiie leasing company, which retains ownership.

"The lessor and the sublessee shall secule landlord the credit for the sub-rents rasglfrom the present contract.
"When first requested by the landlord, $hblessee shall be required to pay to it any amihahimay be due to the lessor."
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H—SECURITY

The LESSEE shall only be able to give tbemercial funds used in the property that is thectof the present contract as security only
after being advised by the LESSOR by registerddrletith return receipt requested and having rexbits written consent.

In the case where a security has been giveiolation of this clause, and likewise in cade registration taken by a third party and
recognized as valid by a judicial decision that faken effect and not been cancelled in executidheodecision, the LESSOR shall be abl
cancel the contract, if this seems good to it:cweditions of this cancellation shall then be thommntioned below in article L Cancellation on
Request of the LESSOR.

[—RENT

The present lease contract is granted acelded in exchange for payment of rent, withoxgs$aat intervals and according to the above
modalities, the amount and payment conditions atkwhare specified in Title IlI



This rent will be increased by the valueleditax (VAT) or by any fees or taxes that mayaeplor be added to this tax in the future.
Any amounts due from the LESSEE to the LBRSs rents, charges, and any taxes shall be paidihdrawal notice.

Subsequent payments should be made a¢giudar intervals specified below in the PARTICULARONDITIONS, after the due date of
the first payment.

In case of non-payment by the LESSEE whenfdr one rental payment or of non-payment ofctherges or other amounts due on the
basis of the present contract within fifteen dagsfthe sending of the invoice or evidence justifythe expense, interest shall be due, as a
penalty clause and without necessity of a prelimyiqeeriod, calculated at the date establishederPARTICULAR CONDITIONS, starting
from the due date and independent of the exeréideeaancellation clause on request of the LES&BWRsioned below under article L.

J—INFORMATION RELATING TO REPLACEMENT OF THE FRENCH MONETARY UNIT BY A SINGLE EUROPEAN
CURRENCY

In case of need, in conformity with the geai principles of monetary law, we recall thatdite for sums of money denominated and/or
payable in the currency of a member state of thegaan Community (National Monetary Union) by vitof the present documents shall be
considered a fully denominated and/or payable énsihgle European currency when this national neogatnit ceases to be legal tender or,
more generally, it is replaced by the single Euampeurrency in conformity with the applicable commity and/or national regulations.

The rates and conditions for the converfiom the national monetary unit shall be thoseiltery from application of the provisions of
article 109 L of the European Union Treaty.

K—CANCELLATION ON REQUEST OF THE LESSEE

1st) The LESSEE shall only be able to request ditiom of the present contract starting with tletedestablished in Title Il and on condition
that notice be sent to the LESSOR at least thraghmsan advance by registered letter with retuoeig.

However, regardless of the date of a disastexpropriation, the LESSEE shall be able ®reige the present cancellation clause on
condition that the LESSOR be notified by registdegtkr with return receipt.
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This cancellation shall take effect onlteaf period corresponding to one rent period.

2nd) An amount determined in Title II—"PARTICULARONDITIONS" shall be payable by the LESSEE eightsdia advance of the
cancellation date chosen by it, as an agreed iniigipenalty.

3rd) The cancellation indemnity, in connection vittle particular nature of the lease, shall be duihé LESSEE in a situation of legal
compensation, under the assumption that the letmirdstrator does not pursue execution of the eantr

4th) It is expressly stipulated that cancellatiéthe contract remains subject in all cases to detagxecution of each and all of the clauses,
charges, and conditions stated in Title | of thespnt contract.

5th) Cancellation of the lease shall entail fuldmf the benefit of the promise to sell.

6th) In case of legal compensation or liquidatithie, LESSEE shall vacate the premises as of thetrigedate of the cancellation. If this date
is not respected, the occupant should pay to tHf®#S@®R a monthly and indivisible "precarious" occigraindemnity equal to triple the
monthly rent calculated on the basis of the rerfibine, this indemnity is not to be confused witattenvisioned in article K, 2nd), above.

L—CANCELLATION ON REQUEST OF THE LESSOR

If any period of pre-rent, rent, or exeoutdf any of the clauses of the present contrdotdefault, and after fifteen days starting from a
demand for payment or placement in arrears addidssa extra-legal document has remained withdeteand expressing the desire of the
LESSOR to exercise the present clause, the leageacbshall be cancelled immediately, without eassity for complying with any legal
proceedings and notwithstanding any later offensayments.

During the pre-financing period, this cdfaten shall entail for the LESSEE or anyone thmaty have replaced it with agreement of the
LESSOR, the obligation to pay all at once, at #tedt within two months to the LESSC



1st) all the financing expended throughdhecellation date and any invoices still due forkwdone;

2nd) any indemnities possible due for thecellation of contracts in progress (especialthairchitects, contractors, or supplier);
3rd) on cancellation indemnity establislhed penalty of 10 of the basis for financing, withtaxes.

In any cases, the pre-rents or rents paitlie to the LESSOR shall remain acquired by it.

During the lease, cancellation of the pnésentract shall entail full cancellation of thenefit of the promise to sell and payment of
agreed penalties for damage interest, a sum egtiaht envisioned in Title III—"PARTICULAR CONDITIQS," to which one year's rent
shall be added.

The LESSEE and/or any occupant under itilsheacate the premises as of the effective dateeotancellation of the contract. If it
refuses to do so, it may be forced to by a simpgleniction order. In this case, the LESSEE and/graatupant under it should pay an
occupation indemnity calculated in conformity wille provisions of article K, 6th), until the premgshave been effectively vacated.

In case a legal procedure for compensasiamstitute against the LESSEE, the LESSOR sltltess an placement in arrears to the legal
administrator, to inform him whether or not the tant will be continued.
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If no response is received within a pedddne month, starting from the receipt of thedetthe administrator shall be presumed to
renounce the benefit of the contract, in conformitth the law, and the cancellation shall take elacfull, with all the consequences
envisioned previously.

The preceding conditions constitute anm@#sedetermining condition of the present leasigheaut which it would not have been agreed
to.

M—LEASE FEE OR VAT OPTION

The "PARTICULAR CONDITIONS" specify wheth#re LESSOR opts for imposition of the value-adtéedon revenues from the
present lease.

If there is no option for the VAT, the rer@nd additions to the rents shall be subjectedgase law and to the possible additional tax.

In the case of an option for the VAT, tHeSSEE shall continue to pay to the LESSOR, in aidto the rents, interest calculated
according to the methods specified in TITLE [l—PRARULAR CONDITIONS.

N—EXPROPRIATION AND REQUISITION

Until the execution date of an order prisieg the property transfer of the entire propéntfavor of the expropriating organization, the
rents due shall continue to be payable, indeperafahe way in which the LESSEE is occupying thprepriated premises.

It is agreed that discussions with the egpating administration for establishing exprofiga indemnities shall be conducted jointly by
the LESSEE and the LESSOR.
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1ST) TOTAL EXPROPRIATION

The lease shall be cancelled in full, gtgrfrom the date of execution of the order disedsabove, without an indemnity being charged
to the LESSOR to the benefit of the LESSEE.

In this case, the LESSEE shall pay to tBSEOR an indemnity equal to the amount envisionddTLE III—"PARTICULAR
CONDITIONS."

The amounts paid to the LESSOR for the epipation shall be credited, with deduction of thges that may be due by the LESSOR



receiving the expropriation indemnity, with proggreement on the amount of the cancellation indigmany eventual surplus being paid by
the LESSOR to the LESSEE.

2ND) PARTIAL EXPROPRIATION

If the property is expropriated only in pdhe lease shall be continue on the non-exprtgatipart. A reduction of the amount of the rent
may then be agreed on by the parties, which realustiall take into account, in addition to the gmbtes for the LESSEE to take legal
action regarding the expropriation and the amofimidemnities received by both parties.

If the non-expropriated portion of the pedy is insufficient to permit usage of the leapadties, the LESSEE shall have the ability to
ask the LESSOR, on condition that a registeredriétsent with return receipt three months in adea

- either to cancel the present comtnader the conditions proved above under article@®ancellation at the request of the LESSEE,
with no delay required.

In this case the expropriation indemnityeiged by the LESSOR shall be credited, after désluof amounts possibly due to the
Tax Administration, with proper agreement, to amewwed by the LESSEE.

If this indemnity, which has just been dissed, is greater than these amounts, the sulpillgasmain the property of the
LESSOR.

If this expropriation indemnity is less thidne cancellation indemnity owed by the LESSEE, |#tter is obligated to repay the
difference to the LESSOR from its own funds.

- orto repurchase the remaining pathe property by paying the total price envisidme Title IIl—"PARTICULAR PROVISIONS"
under the same conditions as those provided abaderarticle N, 1st), relating to total expropiaati

3RD)—REQUISITION OF THE PROPERTY

The lease shall continue to produce itisafiatl complete effect, the rent continuing to be dithout reduction, the requisition, temporary
occupation, or partial indemnity that will be paidtotality to the LESSOR, but which will be forveged by it to the LESSOR as soon as it has
been notified by the authority making the requisifito be credited to future rents.

TITLE I

UNILATERAL SALE PROMISE TO SELL
O—PROMISE TO SELL

The LESSOR promises to the LESSEE to aétlthe property that is the object of the presiydtument at the expiration of the lease,
under the usual legal conditions, and in partictdathe purchases, to take the assets sold instete and conditions as of the date of the
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The acquirer should reimburse to the séftlerentire property tax relating to the year iriclilthe sale takes place. If the notice has not
been delivered on the date the document is sighedycquirer should pay to the seller an amoumrdehed on the basis of the tax for the
preceding year. If applicable, all amounts duecfaarges and work, executed or not, because of ce@hip shall likewise be reimbursed to
the seller by the acquirer.

This sale shall take place at the risk pad of the LESSEE, without any guarantee on the of the LESSOR for any reason whatever,
and in particular for any defect or hidden faultgh express waiver of the provisions of articlel16f the Civil Code.

It is expressly stipulated that realizatidrihe promise to sell is subject to complete exea by the LESSEE of each and all of the
clauses, charges, and conditions stipulated ie Tidf the present contract.

The sale price, for the case of realizatibthis promise, is indicated in Title IlI of thgesent contract. It shall be payable at the timee t
authentic document is signed, which should occtinatatest on the date on which the lease expires.

Moreover, the LESSEE assumes all the feests, and honorarium associated with this chaang# all taxes, fees, and contributions



the Administration may require from either of therties, in consideration of the duration of thetcact, the sale price, and the rules of
amortization, except those that are appropriataed ESSOR.

The LESSEE should notify the LESSOR by stged letter with return receipt, at latest sixiths before the date on which the lease
expires, of its intention to exercise the optioferdd to it.

P—EXERCISE OF ANTICIPATED OPTION

The LESSEE shall also have the abilitydquare the leased assets starting from the datedted in Title 111, with the reservation that it
has regularly met the obligations imposed it arad thhas notified the LESSOR at least one yeadwance of the date on which it intends to
make this acquisition effective, by registereddettith return receipt.

This acquisition can take place only onahaiversary of the date on which the present echtakes effect.
In this case, the LESSEE should pay td B8SOR the amount established in Title II—"PARTICAR CONDITIONS."

In this event, as in the case of a reabmadf the promise to sell at the end of the castfrall fees, costs, and honorariums due to this
change, likewise all taxes, fees, or contributithiag the Administration may require from eithettlod parties, taking into consideration the
duration of the contract, the sale prices, andules of amortization, shall be charged exclusitelthe LESSEE; also, all amounts that have
not been received as rent according to the metbbte present contract, for whatever reason, ligkewall amounts due as principal or
accessories, including interest on arrears caledlas stated above (Title I, Article 1—rent), skdduhve been delivered to the notary charged
with drawing up the document by 48 hours beforedidte selected by the LESSEE or the date of theEtite contract.

The acquirer should reimburse to the sellgoroperty tax relating to the year during whible sale will take place. If the notice has not
been delivered by the date the document is sighedacquirer should pay to the seller an amourgrdehed on the basis of the tax for the
preceding year. If applicable, all amounts duecfmarges and work from cownership, executed or not, shall be reimburseatdcseller by th
acquirer.
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If the LESSEE has not delivered the furdthe notary within the period envisioned abovéas not signed the document by the date
fixed, the LESSEE shall lose the benefit of exéngidhe anticipated option mentioned, and the prelease shall then continue to run under
the conditions initially envisioned. Also, the LESS shall assume all costs that would have beeretioyrihe LESSOR.

Q—EVACUATION OF THE PREMISES AT THE END OF THE LEAS E

If the purchase option is not exercised| ifua new lease contract has not been concludidelea the parties, the LESSEE should vacate
the premises at the latest by the expiration datikeeopresent contract.

In case of a delay in vacating the premigesLESSEE shall pay to the LESSOR an annualpat@mn indemnity equal to three times
rent received during the last year of the leasxadinted pro rata month by month, each month dtégeng due.

R—POSSIBLE REGULARIZATION OF THE VAT DEDUCTION

Assuming that, for whatever reason, the 868 is called to proceed, in accordance with prongsof the General Tax Code with any
regularization of the deduction made by the LES&kEhe valueadded tax initially imposed on the constructiormoquisition of the proper
that is the object of the present lease, any ambiatthe LESSOR would thus be called on to refianithe Tax Administration should be
reimbursed to it, when first requested and wittarltly by the LESSEE in the lease, the future péessitquirer of the property, to which, in
exchange, the LESSOR shall deliver the certifieste@sioned by the General Tax Code.

Such a reimbursement by the LESSEE shgtblyable:

- regardless of the reason that mtaiv¢he obligation for the LESSOR to proceed wattutarization of the deduction, unless this
reason was exclusive of any sale of the property,

- even when the payment of the taxhenvalue added by the LESSOR would open the wigst@mnce of the certificate envisioned
above,

- likewise, even assuming that the SE§, for whatever reason (whether this reasortribatable to it or not, regardless of its will),
could not effectively benefit from the right to dex the valu-added tax involved in the certificate that will ledween delivered to him by t



LESSOR.

This reimbursement shall not be requirednfthe LESSEE if regularization of the deductionhaf value-added tax was due to the
occasion of the sale of the property by the LES3®®&third party that is required to execute theeaments of the lease at the seller's
location.

In the case of a sale of the property ®tBSSEE by virtue of either the promise to s@fidated in Title Il above or in execution of any
other provisions of the present lease contrace@aly those involving disasters, the amount efthlue-added tax that the LESSOR should
be called on to pay as regularization of the dadnathould be reimbursed to it by the acquirehattime the authentic sale document is
signed, this reimbursement in no case being akd@ply to the term payments.

Moreover, the withdrawal for repaymentloé regularization shall be made by priority onitieirance or expropriation indemnities
possibly received; this withdrawal shall be compged for by sending the certificate mentioned above

The provisions of the present article aré shall be applicable both to the LESSEE anddateditors or successors, in particular to any
transferee of the right to the present lease.
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TITLE lI
PARTICULAR CONDITIONS
1 — PURPOSE OF THE PREMISES (TITLE I, B)
Building for use as laboratory, workshagsd offices.
2 — BASIS OF FINANCING (ART. | OF THE PRELIMINARY A GREEMENTS)

22,269,500.00 francs, without taxes (TWENTWO MILLION TWO HUNDRED SIXTY-NINE THOUSAND FIVE HINDRED
FRANCS, WITHOUT TAXES), as indicated in the presgiun, divided in the following manner:

« share of financing by
NATIOCREDIMURS, file leader, or 70 ¢ 15,588,650 francs, without tax
« share of financing by CICAMUR, or 30 6,680,850 francs, without tax

SUBSIDY AGREED
ON THE SALE PRICE OF THE GROUND

By virtue of an agreement concluded betwberGENERAL COUNCIL OF VAL d'OISE and the ETABLIESSIENT PUBLIC
d'AMENAGEMENT DE LA VILLE NOUVELLE DE CERGY POINTOSE, dated January 23, 1998, the content of whistbkan included
in the sale document for the benefit of the LESS@mlyzed in the preceding presentation.

The sale price of the ground has been estiby the amount of the subsidy, an amount of &Bftancs, allocated to the seller under the
conditions reproduced literally below:

ARTICLE I

The operator undertakes to see that tta ffieneficiary named in a promise to sell is thaeas the one mentioned in the sale document
no matter what the method of financing the operaip lacking which, the subsidy of the General @mlushall not be paid.

In the case of financing operated undeirfah@ of a lease, the operator also undertakesadyze the corresponding contract to the
General Council of Val d'Oise as a piece of evigefioc the granting of the subsidy.

ARTICLE 2:

The operator undertakes to produce thevioilg elements for the General Council of Val d&igthin a period of 2 years, and at the
latest one year after completion of the construcéinvisioned



— the number of jobs retained;

— the number of jobs transferred;

— the number of created jobs transferred,;

— the provisional amount of the professidas.
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ARTICLE 3:

The operator undertakes to repay the sulisithe case where the operation of construcsamt completed within a period of 5 years
and/or in the case where the nature of the operdtes not correspond to the nature of the aid tt@General Council.

ARTICLE 4:
The present agreement takes effect stdirimg the date on which it is signed.
A photocopy of this agreement is attachexéto after identification.

IN CONSEQUENCE WHEREOF, it is expresslyesgt between the parties that the amount of thedsyublsall be deducted from the
amount of the investment for calculation of the-prts and lease rents.

The LESSEE shall make all obligations canieé with the granting and maintaining of this sdipsts personal business.
[The following paragraph has been crossed out eplced by an illegible handwritten note:]

In the case where the LESSOR is askedtorrall or part of the subsidy in question, theSIEE will reimburse the LESSOR, as soon
as asked, all amounts including principal, interelsarges and penalties asked of the LESOR byrtfen@ation having granted said subsidy.

LESSEE ADVANCE

On the day when the present contract taKest, the LESSEE shall give directly and withthé involvement of the undersigned notary,
the LESSOR, which accepts it, in the form a depbsit is frozen in its books, a lump-sum deposit WO MILLION FRANCS
(2,000,000.000 francs), under the conditions amaraing to the methods defined below.

This advance shall be distributed accordintpe indivisible shares of each of the lessors.

The LESSOR shall open a special accouits iledgers in the name of the LESSEE corresponiairie above advance that has been
granted and accepted, which is intended to coweralationships between the LESSOR and the LES$Hte éime of this advance.

By express agreement between the partissativance shall have a duration of ten (10) yars the date on which the present lease
contract takes effect, concurrent with the firstod@rterly payments calculated in this manner, tvlaie indicated hereafter under the heading
of "RENTS."

The LESSEE acknowledges that the LESSORHwaability to modify the methods of restitutiohtibe advance defined above, especi
in the case of default, recovery, or legal liquidiat with the sole reservation of being notifiedios.

The LESSOR shall be considered as haviliigiéd its obligations by the simple fact of créidg the entire advance defined above at the
latest by the date of the contractual expiratiotheflease, in a single operation, if applicable.

The LESSEE renounces in advance a clairestoration of said advance before the entire cosgteon as indicated above has been
made and the invoking of any of the provisionsrtitke 1944 of the Civil Code.

In addition, it is expressly agreed betwH#enparties that if the sum of 2,000,000 franamispaid as the lessee advance in question, the
LESSOR may apply, if this seems good to it, thestain article L of Title | "Cancellation at thegueest of the lessor."
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3 — PRE-RENTS (ART. 3 OF THE PRELIMINARY AGREEMENTS

Commitment commission: 0.0625 % per quantdd.25 % per year, pro rata, starting Januaty98, until the date on which the present
lease takes effect, calculated on the investmelucesd by the amount of the lessee advance and lpapaddvance.

Interest: (TMM + 1.50) % annually.
TMM = AVERAGE MONTHLY MONEY MARKET RATE.

The TMM considered for calculation of saiterest shall be the arithmetic mean of the 3 TMMiblished for months M-3 through M-1,
M being the month in which the interest is payable.

4 — RATE OF PRE-RENTS DURING THE SUPPLEMENTAL PERIO D (ART. 7 OF THE PRELIMINARY AGREEMENTS)
Commitment commission: 0.25 % annually.
Interest: (TMM + 1.75 %) annually.

TMM = AVERAGE MONTHLY MONEY MARKET RATE.

The TMM considered for calculation of said intergisall be the arithmetic mean of the 3 TMM's pui#id for months M-3 through M-1, M
being the month in which the interest is payable.

5 — WITHDRAWAL NOTICE FOR PAYMENT OF PRE-RENTS (ART .3 OF THE PRELIMINARY AGREEMENTS) AND
LEASE RENTS (TITLE I, 1)

References to the LESSOR's bank accouctrding to the R.1.B:

BANQUE NATIONALE DE PARIS
Headquarters: GENNEVILIERS
Account no.: 000220888718

6 — DATE OF START OF THE PROJECT (ART. 5 OF THE PRELIMINARY AGREEMENTS)
currently April 1998.

7 — PRESENTATION OF INVOICES (ART. 6 OF THE PRELIMI NARY AGREEMENTS)
a) Monthly presentation date: the 1Gteach month.

b) Inthe case where the LESSEE haadyreaid, prior to the signing of this document,dertain expenses incumbent on the
LESSOR, the latter shall reimburse the LESSEE esgtation of the corresponding invoices and egel¢nat they have been paid (Art. z
the preliminary agreements).

8 — END OF THE PROJECT (ART. Y OF THE PRELIMINARY A GREEMENTS)
a) Completion date: March 31, 1999.
b) Duration of supplemental period: two monthsttstg from this date.

9 — FINANCING THE VAT PAID BY THE LESSOR

The LESSEE shall pay to the LESSOR intezaktulated at the rate of (TMM + 1.50) % annualtythe amounts paid as VAT on the
amount of the investment that is the object ofttesent
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document, but with a limit of a lump-sum recovesgyipd of 4 months, starting from the date of eaaynpent.
TMM = AVERAGE MONTHLY MONEY MARKET RATE

The TMM considered for calculation of said intergisall be the arithmetic mean of the 3 TMM's pui#id for months M-3 through M-1, M
being the month in which the interest is payable.

10 — EFFECTIVE DATE AND DURATION OF THE LEASE (TITL E I, C)

The lease shall take effect starting fromdate on which possession is taken of the adesignated above and at the latest on June 1,
1999, for a duration of twelve (12) entire and aamgive years.

11 — RENT (TITLE I, 1)

The rent shall be calculated as statedwgedepending on the resale price elements listédampreceding presentation, representing the
amounts invested by the LESSOR in the present leaeseation and expressed hereafter by the ternesinvent.”

In case the investment is increased oredeserd, the present document shall be, after agreevith the LESSOR, the object of an
amendment.
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The amounts of the annual rents are paypiadeterly, in advance, the first starting withelah which the lease takes effect.
The rents shall consist of the followingnits:

1st) a part of the rent, without interéstreased by the VAT, which shall be payable onaim®unt of the advance given by the LESSEE
to the LESSOR.

2nd) a part of the rent, increased by adteand the VAT, necessary for reimbursement ad$unobilized by the LESSOR.
A) VARIABLE-RATE FORMULA

Each quarterly amount shall include:

a) A capital-reimbursement part, goverbg an amortization key such as the one in coltwimof the following table.

b) An interest part, calculated on thpital remaining due at the start of the periodhaut deduction of the amortization part
associated with said period. The nominal annual eatthe advance serving for calculation of thisriest shall result from the following
formula:

TNA = NOMINAL ANNUAL RATE ON ADVANCE
The nominal quarterly advance term useda#&bculation of the interest for each period beetexdnined in consequence.
TIOP: INTER-BANK RATE FOR THREE MONTHS OFFERED INARIS

The reference TIOP serving for calculatidreach rent payment shall correspond to M-2, Mipehe month in which each payment is
due.

The ratio 365/360 is applied to the 4-moRt®P in order to take into account the paymerfuatls on the intebank market according
the number of real days, the rents being discountdsively over 90 days.

As an example, based on a 3-month TIPHemionth of November 1997 (or 3.69%) and on ansitwent of 21,400,000 francs, without
taxes, the amount received is:

LINEAR RENTS RENTS 1 THROUGH 40 RENTS 41 THROUGH 48




LESSEE advanc 50,000.0C

(2,000,000 (compensation
lease rent 536,709.2¢ 536,709.2
(19,400,000 586,709.2¢ 536,709.2

POSSIBILITY OF CONVERSION TO A FIELD RATE

The LESSOR grants to the LESSEE the optlaning the first three years of the lease conttacask that part of the interest be
calculated according to a fixed rate, which sheht be imposed on the parties in a definitive mathreugh the remaining period of the
current contract. This ability can be exercisecatate corresponding to the date on which a glygayment is due, with a request
formulated by registered letter with return recemeleast one month in advance of said date.
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The interest rate retained shall be thie¥ahg:

TRA = TRMO + 1.55
TRA: NOMINAL ANNUAL ADVANCE RATE
The nominal quarterly advance rate usedddrulation of the interest for each period badetermined consequently.
TRMO: AVERAGE-YIELD RATE OBSERVED ON THE SECONDARWARKET FOR PRIVATE FIRSTSIGNATURE OBLIGATIONS

The reference used for the TRMO is the T&MO known at the end of the month correspondiniyltl, M being the month that is the
object of the fixed-rate consolidation.

This consolidation shall be the object @bamission determined by the following formula:

last rent paid - (capital before payment - cagftdr payment

3
SHARE CORRESPONDING TO THE ADVANCE GRANTHEY THE LESSEE ON AN AMOUNT OF 2,000,000 FRANCS

The repayment of this advance shall be nbgdmompensation on the first 40 rents payabléedtESSOR by the LESSEE under the
current lease contract, consisting of 40 quartealyments of 50,000.00 francs, without taxes.

AMORTIZATION TABLE CONCERNING FORMULA A
VARIABLE RATE)

[column headings:]
Serial number of the quarterly payment
1
Amortization included in the quarterly payment &r investment of 19,400,000 francs
2
Current remaining amount to be financed after tireesponding quarterly payment, used for the catmun of interest

3



[see original for numbers]
D) FIXED-RATE FORMULA

Starting from the date on which the lease$ effect and until its contractual expiratidre &nnual rents shall be, by express convention
between the parties, payable quarterly, in advance.

As an example, for an investment of 21,800,00 francs, without taxes, the amount due toblaged on the TRMO is:

FIXED-RATE RENTS RENTS 1 THROUGH 40  RENTS 41 THROUGH 48

LESSEE advanc 50,000.0C

(2,000,000 (compensation

lease rent 582,188.1¢ 582,188.1

(19,400,000 632,188.1¢ 582,188.1
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TRMO: AVERAGE-YIELD RATE OBSERVED ON THE SEONDARY MARKET FOR PRIVATE FIRST-SIGNATURE
OBLIGATIONS.

The reference used for the TRMO is the T&MO known at the end of the month correspondiniyltl, M being the month that is the
object of the fixed-rate consolidation.

The rent being fixed definitively only &iettime when any variation of the TRMO used ag¢fierence index between that of the month
of December 1997 (or 5.34) and that of the mon#tgding the start of the rent takes effect forci@tract shall entail a corresponding
modification of the rent.

IF THERE IS NO OPTION FOR A FIXED RATE ORVARIABLE RATE WITHIN ONE MONTH PRECEDING THE EFFETIVE
DATE OF THE LEASE, THE LESSEE SHALL BE CONSIDEREODTHAVE OPTED FOR A VARIABLE RATE WHEN THE LEASE
TAKES EFFECT.

SHARE CORRESPONDING TO THE ADVANCE GIVEN BWHE LESSEE, AMOUNTING TO 2,000,000 FRANCS

Repayment of this advance shall be madshbypensation on the first 40 rents payments dtlestd ESSOR by the LESSEE from the
lease contract, in 40 equal quarterly amounts gd@DO00 francs, without taxes.

Replacement or disappearance of the refermates used by the parties

For the case where the above rates usae tede published or disappear before the expirati the lease, the variations shall be
established by referring to the rates intende@ptace them and by using the continuity factoraldisthed by the competent authority.

If there is no replacement or continuitgtéa, the parties shall agree to substitute anatiterof their choice for the missing rate.

Unless otherwise agreed, the replaceméattell be determined by two experts chosen byahatgreement or officially appointed on
request of the more interested party by the presioiethe Tribunal de Grande Instance [High CoaftPARIS. In case of disagreement, these
experts shall have the ability to add a third ekpEgain appointed by the president on simple retopfethe more interested party.

The absence of a reference rate does tlodrize the LESSOR to delay payment of rents. teuld continue to be paid when due on
the basis of the last known rate, with the diffigtdeen resolved as soon as possible.

The rents shall be paid by withdrawalsh® account of the LESSOR indicated above underi@adi
12—RENT INDEXING
None. The provisions of the present leasgract relating to rent indexing have no purpose.

13—CANCELLATION ON REQUEST OF THE LESSOR



The LESSOR has the ability to request cbatgen of the present lease contract starting ftbmend of the sixth year following the date
on which it takes effect.
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14—RIGHT OF LEASE OR VAT OPTION (TITLE I, M)

The LESSOR declares that it has opted teulbgect to the value-added tax, which is expresstepted by the LESSEE.
15—PROMISE TO SELL (TITLE II, O)

The sale price, in case of realizationhef promise to sell at the end of the contractng: foanc.
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17—EXERCISE OF ANTICIPATED OPTION (TITLE Il, P)

The LESSEE has the ability to acquire #r@ed assets starting eight year following the datevhich the present contract takes effect.
18—INDEMNITIES AND REPURCHASE PRICE FOR THE PROPERT Y

a) INDEMNITY IN CASE OF CANCELLATION:

1) WHEN EXPRESSLY REQUESTED BY THE LESBQhe amount of this indemnity shall be equalat the remaining capital
due.

For the case where the LESSEE cannot peatied LESSOR with the certificate of conformitytieé property, this imdemnity shall be
equal to three fourths3( 4) of the remaining capital due.

2) ON REQUEST OF THE LESSEE, IN CASE PARTIAL EXPROPRIATION, DISASTER, OR FULL EXPROPRIADN: the
amount of this indemnity shall be equal to therenttmaining capital due.

3) ON REQUEST OF THE LESSOR: the amaifrhis indemnity shall be the entire remainingitaue.

b) REPURCHASE PRICE DUE WHEN THE OPTIG®NEXERCISED, EITHER IN ANTICIPATION, STARTING FROMHE
DATE ESTABLISHED IN ARTICLE 16 ABOVE OR IN THE CASIOF DISASTER OR TOTAL EXPROPRIATION:

The amount of the repurchase price, wheigezed on amicably at the request of the LES8disated above or due to a disaster or
partial expropriation, shall be determined as foio

1) IN CASE OF A VARIABLE-RATE RENT:

- capital still owed at the item of the exercisehs bption (column 2 of the amortization key), iraged by 3%, until the end of the
year, increased by 2% in the 7th and 8th yearsharid in the 10th and 11th yea

2) IN CASE OF A FIXED-RATE RENT:

- the cumulative amount of rents rerimgj to run through the time of the anticipatedurepase, increased by the amount of the
repurchase amount at the end of the contract, tiigeamounts have been updated on the basis obttieact, reduced by two points.

The contract rate shall itself be updatedhe basis of the reference rate (TRMO) in fona¢h® day on which the option was exercised,
to the extent that this reference rate is less thahin force on the day when the lease started.

c) IN ADDITION TO THE CANCELLATION INDEMITIES OR ANTICIPATED REPURCHASE PRICE RESULTING BRI
PARAGRAPHS a) AND b) ABOVE



The LESSEE should pay to the LESSOR aliritdemnities and contractual modalities that waathierwise have been agreed on.
18—INTEREST RATE ON ARREARS (TITLE I, PARAGRAPHS | AND J)
starting from the due date, the LESSORI stpgdly the following rate:
- (TMM + 5) % annually.
TMM = AVERAGE MONTHLY MONEY MARKET RATE.
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The TMM considered for calculation of saiterest shall be the arithmetic mean of the 3 TBIMiblished for months M-3 through M-
10, M being the month in which the interest is fdga

19—STUDY AND SET-UP COMMISSION

The study and set-up commission is estadtisas:

- 28,000 francs, without taxes, for N@CREDIMORS, stipulated as payable on this date,

- 12,000 francs, without taxes, foCBMUR, stipulated as payable on this date.
20—MANAGEMENT COSTS

The LESSOR shall receive the following saditring the entire period of the property-leasatrewt:

- management of litigation associatétth construction or a disaster: 15,000 francshuiitt taxes

- collection and management of a siyper an outside loan: 20,000 francs, without taxes

- management of fees and taxes: 1f@0@s, without taxes (annually)

- request that generates researchiding a certificate, etc.: 350 francs, withouteax

- cost of reminders on unpaid amoud®€ francs, without taxes

- exercise of anticipated option: D@ @rancs, without taxes

- cost of termination of contract: @) francs, without taxes

- modification of the request of thESSEE involving establishment of an advance: 10ftdts, without taxes

These costs shall be indexed accordingdhiation of the national index of construction tsosstablished by the National Institute of
Statistics and Economic Research on the basis®fdiGhe 4th quarter of 1953; the reference iniddoen into consideration is that of the 2nd
quarter of 1997, or 1060.

The index of comparison serving for thecakdtion of costs shall be the index before invggiin any case, the comparison index cannot
be less than the reference index indicated above.

These amounts, as well as all others dwas the present contract, shall be withdrawn diyday the LESSOR from the bank account of
the LESSOR.

21—GUARANTEES
A.—SECURITY ON THE ADVANCE GRANTED BY THE ESSEE

To guarantee all amounts that may be ovndlde LESSOR by the LESSEE from the lease contoagirincipal, interest, commissior



indemnities of any kind, any costs and accessaaies the execution of all obligations signed bytE&SEE for any reason with respect to
the LESSOR, the LESSEE guarantees from this dateavedit that the latter shall hold as an advari@000,000 francs for a period that \
end when payment of the fortieth quarterly remhade, or at the expiration of the present contracase of a default of the LESSEE, as will
be stated below:

In conformity with the provisions of arécP075 of the Civil Code, the LESSOR accepts froim date on the present security.
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For this purpose, the LESSEE subrogatéisee@ ESSOR, with proper agreement, in all its igglaictions, and privileges.

The LESSEE declares that as of this ddtasgtnot agreed to any delegation, transfer, arrggof all or part of the amounts to come
from the credit applied to the guarantee for theeffie of the LESSOR.

The LESSOR undertakes not to set up angratelegation or any other security on said criidih those resulting from the present
document nor to operate any transfer of the cagaftied to guarantee the present terms.

In case of total or partial non-paymenawofounts that are due by the LESSEE from the prefeniment, the LESSOR shall be
authorized by virtue of the present delegationiteatly withdraw the amounts due to it on the amtafrthe credit that is expressly delegated
to it.

In case this guarantee is made operatieel ESSOR shall apply the funds involved to paynoéithe rents and other amounts due and
shall apply to the financing of the property reglaent funds mutually agreed on.

Starting from the due date of the firsttsiollowing replacement of the substitution funtie latter shall be command with the rent
schedule at a quarterly rate at a quarterly amfaunting a supplemental rent, including complete gination of the capital of the said
replacement funds and the interest calculated diwpto the conditions applied to the shares ofréimt of the leasing companies on their ¢
funds and payable according to the same schedtleasnts.

B.—BLOCKING THE CURRENT ACCOUNT

The LESSEE already sent to the LESSOR bdfus date, a letter dated April 1, 1998, fromd¢bepany called BIOSPERA INC., which
has its headquarters at 111 Locke Drive, Maribonpipssachusetts, USA, under terms of which saitpemy undertakes, in particular, to
pay to a current company account on its bookdjemame of the LESSOR, a sum of 3,000,000.00 frandgo maintain this amount in full
during the first ten years of the present contrstetiting from its effective date.

A photocopy of this document is attachektee after identification.

Mrs. BOURDY, who is qualified, declarestBAOSPERA is a 100% shareholder of the LESSEEwmtrtakes expressly to provide
evidence to the LESSOR, at the latest by the éffedate of the present contract, that the sumHREE MILLION FRANCS has been paid
by said BIOSPERA INC. as indicated above.

Also, as results from the undertaking asstiomder terms of the letter mentioned, it is esggestipulated that nothing can be made
available from the amount thus paid to the blook&glent account, in any manner whatever, espedigligelegation, security for an increase
in capital, except for the benefit of the LESSER( ¢hat total or partial reimbursement of the sur,0600,000.00 cannot be requested before
the end of the tenth year, starting from the effectiate of the lease.

The LESSEE is obligated to provide evidendgen first requested by the LESSOR, of maintgjriive blocked current account if full for
the sum paid in this manner, during the first yedithe lease contract, starting from its effectiage; the corresponding undertaking shoul
sent by the commissioner of accounts in their repor

Any failure in the preceding obligationsiastipulations, respect for which constitutes Haai condition in the present document, may
entail, if this seems good to the LESSOR, candefiaif the lease contract according to the prowisiof article L—"Cancellation on request
of the LESSOR," of Title | above.
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22—INSTALLATIONS CLASSIFIED FOR ENVIRONMENTAL PROTECTI ON



Concerning the activity performed on tte #hat is the object of the present documenteddi notification of possible classification t
been deposited with the prefecture of Val d'Oisdndicated above in the introduction.

It results from a letter issued by the €dfde the Environment—Department of Local Colletithe Environment, and Management of
the prefecture of Val d'Oise, dated October 7, 196t after receipt of a supplemental file (sumekgite plan and notice specifying the
provisions in case of a disaster), a receipt vélidgsued with technical prescriptions applicablthtoplanned activity.

A photocopy of said letter is attachedhis locument as an annex, after identification.
The LESSEE specifies that the declaredrigis the following:
- fine chemicals and biochemicals—nfaotre of chromatography media and biochemicajeets.
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The LESSEE is obligated, as an essentakatical condition of the LESSOR'S undertaking:

- to keep the LESSOR informed of stiyen at the Administrative Services mentionedvatio produce for it all evidence of
classification under the regime of the declaratlwat will be delivered by the prefecture.

- to take all useful steps so thatdperation of its activity does not cause any tfeuts damage that might prevent or delay good
execution of the construction work.

2nd) COMPLYING WITH STANDARDS

The LESSEE should conform, within the framek of both its activity and the operation of tkased property, with the requirements
established by the national and European standesgscially in regard to safety and health.

It should assure compatibility of all mééés located in the property with these same stalsdavhether movable goods or fixed asset
intended to be involved.

It cannot demand that the LESSOR make amgjifination or do any work to comply with properdy equipment standards for said
property, which is the object of the present leasen if this compliance with standards resultsnf@legislative or regulatory requirement.

It should assume, at its own cost and witlemy recourse against the LESSOR, the cost ofititk that should be done in order to meet
the legal or regulatory requirements.

3rd) RESPONSIBILITIES THAT MAY ARISE FROM BOTH THE USAGE AND THE STRUCTURE OF THE LEASED
PROPERTY

All decisions involving the selection oftplacement, nature, configuration, and purposbeoproperty that is the object of the present
documents have been made by the LESSEE. The LE$@&©Rot taken any part in these decisions, arebsiscted, on request of the
LESSEE, to assuring, within the limit establishbde, to financing the operations made necessatlebglecisions in the case.

During the entire period of the presenttamt, the LESSEE shall have the use, managemmhtantrol of the leased property. It is
therefore regarded as the guardian, and this profeplaced under its exclusive responsibility jethresponsibility it should take care of in
full without being able to exercise any recoursatshever, for whatever reason, against the LESSOR.

In regard to damages that may be causdh tbohe LESSOR and to third parties, by the $tmgcof the leased property itself (and
especially from the nature of the soil), it is cenient to recall here that the choice was mad&déy.ESSEE, and they will be handled in full
by the latter, and the LESSEE cannot, as in theigue case, exercise any recourse against the LRI8CQvhatever reason.

Taking into account the activity performgdthe LESSEE in the premises that may involveypiolh, especial of the soil and the sub-
soil, the following is agreed to as an essentidl @itical condition of the undertaking of the LES, which the LESSEE expressly accepts
them.

- the LESSEE assumes responsibilitysfiactly respecting current and future legislatapplicable to the type of activity performed,
elimination of discharges, and recovery of mater& as to avoid any toxic effect,

- the LESSEE shall be considered as the issftbe discharges and renounces any recourse agagnsESSOR in this regar



undertaking in fact to keep it out of any case hich it may ever be charged in the case of a daleeqproperty,
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- all expenses resulting from the aaion of all laws and regulations in generaltuf tictivities of the LESSEE shall be the
responsibility of the LESSEE or of its successors,

- in case of cancellation of the lefigeany reason whatever, if the activity perfornoath be considered as the generator of pollution,
an audit shall be performed in order to determiestatus of the soil, at the exclusive cost ofBESEE.

The LESSEE should, when first requestethbyL ESSOR:

- give evidence that the declarati@mtpiired by regulations then in force on the céssatf activity on the site concerned have been
made,

- take all preventive and restorasteps that may be prescribed, both by the adméiistr authorities and by the organization that
performed the audit, and by the regulations indorc

- obtain from the Administration adirtificates or evidence of completion of all foritiab connected with cessation of the activity
imposed by the regulation in force.

It will be the same under the assumpti@t the LESSEE has not exercised the purchase omtimyuested a simple lease within the
agreed periods.

All costs and fees that the LESSOR may lmeen led to assume for that which has just besredgo in the present article and in order
to respect the conditions decided on, as well g-daposit to which the LESSOR may be subject, stwaiktitute a definitive charge to the
LESSEE.

The LESSEE should relieve the LESSOR ofrasponsibility for damages caused to others.
24—MANAGEMENT MANDATE

Mr. MOTAIS, named above in the capacityepiresentative of the CICAMUR company, gives polaethis document to the
NATIOCREDIMURS company for the duration of the pratlease, for the purpose of performing all curreanagement and administrat
operations relating to said lease, in particular:

- paying all amounts of pre-rents, rents, maidy and extraordinary charges, cancellation arloéi®n indemnities, sale price,
contributions, and taxes,

- dividing the product of its management betw®ATIOCREDIMURS and the company it representgrisportion to their
participation in the present operation.

The representative of the NATIOCREDIMURSnmany expressly accepts the mandate thus conferred.
The LESSEE agrees to the above agreemedts abligated:

- to pay to NATIOCREDIMURS all amounts thaethESSOR may be called on to pay for any reasorievkaby virtue of the
present lease,

- to notify NATIOCREDIMURS of any requestséagercise an option, anticipated or not, or cantieieof the present lease, and to
notify it of any transfer or assignment to a compahthe right to the present lease.

It is therefore specified:
- that the VAT shall be managed by the NATIGBEIRMURS company,

- that the preliminary agreement on the agbotld be obtained for any decision that goes betylo@ framework of current
management (cancellation, exercise of anticipapditio, transfer, expropriation of property, disastéegal actions, etc.
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TITLE IV

MISCELLANEOUS PROVISIONS
POWERS

The parties, acting by mutual agreement gil powers to any clerk of the notarial officenmed at the beginning of the present
document for the purpose of drawing up, as neealedorrective, modifying, or supplementary documseo the present document, bringing
them into agreement with the mortgage, survey,civitistatus documents.

DECLARATIONS

The LESSOR and LESSEE each declare comzpthemselves:

They are of French nationality, having thedadquarters in France.

The are not and have never been the obfexty action of invalidity or liquidation.

They have not received any notificationtfoe purpose of expropriation of the property thahe object of the present document.
EVALUATIONS

The parties indicate as follows:

- the investment amounts to the surd60857,017 frances, including taxes

- THE SALE PRICE IN CASE OF CANCELLA®N OF THE PROMISE AT THE END OF THE CONTRACT IS ONIRANC
(1.00 FRANC)

- value of the ground is 3,470,000f1é@cs.
DECLARATIVE OBLIGATIONS

In order for the obligations envisioneddgrree no. 95-617 of May 6, 1995, implementingkrt7 of law no. 95-115 of February 4,
1995, on orientation for management of the teryjttrte LESSOR shall deliver to the LESSEE, at ifme the lease takes effect, the following
items:

- summary status report conformingheregulatory provisions stated above;

- atable showing each rent, shath@fatter taken into account to determine the iptessransfer price of fixed assents at the end of
the contract.

SELECTION OF DOMICILE
For execution of the present document het subsequent documents, the parties electebgipany headquarters as their domiciles.

All execution and other documents shalakdly addressed to this selected domicile, evetné case of a transfer of the present lease,
in particular the authorization or interventiontbé LESSOR in the document.

ASSIGNMENT OF JURISDICTION

It is agreed mutually between the pariiesase of need, that jurisdiction shall be asgignehe competent courts of PARIS, without
prejudice to application of the provisions of deid8 of the New Code of Civil Procedure.
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COSTS

All costs, fees, taxes, and honorarium ftbempresent document and all those that will iseguent to them or in consequence of them,
including the cost of the executable copy that goghe LESSOR and will be delivered in the naméhefNATIOCREDIMURE company in
its capacity as file leader, shall be the respalityilof the LESSEE, which obligates itself to this

DOCUMENT CONSISTING OF SIXTY PAGES
Established with the participation of MACOURTE, notary in PARIS, representing the LESSEE.

Done at 15, Boulevard Poissonniere, PARESe a rondissement).

The present document was read to the paatid the signatures on said document have belecteal by Mrs. Claudine BEDUNEAU,
head clerk of the notary, empowered and swornhfigrgurpose in accordance with a document receitedhe records of the notarial office,
which has likewise been signed.

DATE:
ONE THOUSAND NINE HUNDRED NINETY-EIGHT
THE NINTH OF APRIL

And the undersigned notary signed it on the sarge da
The following are the signatures of:

Mr. B. DESVAUX

Mr. P. MOTAIS

Mrs. T. BOURDY

Mrs. C. BEDUNEAU

Mr. Pascal DUFOUR, Esq., notary in Paris

In the margin is the notation:

Registered in Paris, 2 Bonne Nouvelle, the 29tAmil 1998. Bord No. 2. Received: five hundred ftanSigned, The
principal receiver. J. BONJEAN
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EXHIBIT 10.31

LEASE AGREEMENT BY NATIOCREDIMURS AND CICAMUR FOR BDSEPRA S.A.
PRELIMINARY DECLARATION TRANSFER OF RISKS TO THE LESEE
STATEMENT - | - REQUEST FOR LEASE

Il - ACQUISITION

[l - BUILDING PERMIT

IV - CONSTRUCTION INSURANCE

V - CLASSIFIED INSTALLATIONS

VI - INVESTMENT
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PLAN The agreements are arranged as follows: PRENARY AGREEMENTS
TITLE | GENERAL LEASE CONDITIONS

TITLE Il UNILATERAL PROMISE TO SELL

TITLE Il PARTICULAR CONDITIONS

TITLE IV MISCELLANEOUS PROVISIONS

PRELIMINARY AGREEMENTS



TITLE | GENERAL LEASE CONDITIONS

DESIGNATION

TITLE I UNILATERAL SALE PROMISE TO SELL

TITLE Il PARTICULAR CONDITIONS

SUBSIDY AGREED ON THE SALE PRICE OF THE GROUND
POSSIBILITY OF CONVERSION TO A FIELD RATE

TRA = TRMO + 1.55

AMORTIZATION TABLE CONCERNING FORMULA A VARIABLE RATE)
TITLE IV MISCELLANEOUS PROVISIONS

DOCUMENT CONSISTING OF SIXTY PAGES
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EXHIBIT 23.1

CONSENT OF INDEPENDENT ACCOUNTANTS

We hereby consent to the incorporationdfgrence in the Registration Statement on Form(I$e8333-53530) of Ciphergen
Biosystems, Inc. of our reports dated February0D2xelating to the financial statements and tharfcial statement schedule which appear in
this Form 10-K.

PRICEWATERHOUSECOOPERS LLP

San Jose, California
March 29, 2002
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